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APEC ECONOMIC COMMITTEE

SECOND PLENARY MEETING FOR 2013
29-30 June 2013

Medan, Indonesia

CHAIR’S SUMMARY REPORT 

The APEC Economic Committee (EC) held its second plenary meeting for 2013 on 29-30 June 2013 in Medan, Indonesia. The meeting was chaired by Mr. Raymond F. Greene of the United States, and attended by 19 APEC member economies (Australia; Brunei Darussalam; Chile; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; the Philippines; the Russian Federation; Singapore; Chinese Taipei; Thailand; the United States of America; and Viet Nam). Canada and People’s Republic of China were not represented.   

1. The Chair of the Committee on Trade and Investment (CTI), Convenor of the Competition Policy and Law Group (CPLG), Lead Shepherd of the Human Resources Development Working Group (HRDWG), Director of the APEC Policy Support Unit (PSU), and representatives from the APEC Business Advisory Council (ABAC) and the Pacific Economic Cooperation Council (PECC) attended various parts of the EC meeting to provide briefings and comments.  
2. Four Friends of the Chair groups (FotCs) held their meetings prior to the EC Plenary on the morning of 29 June 2013, i.e., the FotCs on Competition Policy, Corporate Law and Governance, Ease of Doing Business and Regulatory Reform.

Chair’s Opening Remarks and Introductions

3. The EC Chair welcomed all delegates to the second meeting of the EC for 2013 and thanked the FotCs and CPLG for their intersessional work undertaken since EC1 2013, in particular, the informative policy dialogues and workshops held for the two days prior to EC2 2013. The Chair outlined the key objectives for the meeting, namely to:
· Review progress in the CPLG and the FotC work plans;
· Discuss the ANSSR mid-term progress report compiled by Russia and review progress in ANSSR capacity building activities; and
· Discuss progress in the APEC Economic Policy Report (AEPR) 2013 and plans for the AEPR 2014.
Adoption of the Agenda

4. The EC2 agenda (document no. 2013/SOM3/EC/001) was adopted without any amendment.
Advancing EC Objectives: CPLG and FotC Work Plans
Competition Policy and Law Group (CPLG)

5. The CPLG Convenor (Mr Hu, Tzu-Shun) presented an update of the CPLG Work Plan (document no. 2013/SOM3/EC/003), highlighting the following activities undertaken since EC1:

· APEC Training Course on Competition Policy in 2013 to be held in Taipei on 25-27 September, with a focus on investigative techniques for anti-competitive practices and effective remedies and settlements;
· Update of the Competition Policy and Law Database. Chinese Taipei would conduct a survey to collect feedback and suggestions from members in the coming weeks;  

· Members’ reports and updates on the development of competition policy and law at the CPLG meeting;  

· Review of the CPLG Terms of Reference (TOR). The TOR was revised to better define the responsibility and selection process of the CPLG Convenor and endorsed by CPLG and EC; and
· Cooperation with OECD and ICN. The CPLG would enhance its cooperation with other international organizations as well as other fora such as Competition Policy FotC.                                               
Competition Policy (CP) 

6. Australia, as Coordinator for the Competition Policy FotC, updated the meeting on the FotC’s work plan (document no. 2013/SOM3/EC/004). The work plan contained two components. The first component was assisting economies with the implementation of ANSSR plans with respect to competition policy. In addition to the $2.5 million ANSSR Sub-Fund contributed by Australia to help developing economies meet their commitments under the ANNSR, Australia’s Productivity Commission was conducting a ‘twinning’ program to support structural reform efforts and capacity building of developing economies: four developing APEC economies had been hosted in Australia for five weeks each and then the Productivity Commission was currently undertaking reciprocal visits to the four economies to provide in-economy follow-up. The second component of the work plan was for members to consider exploring the market outcomes and welfare effects of concentrated markets or oligopolies. The proposed work stream would focus on examining ways in which APEC member economies identify, analyze and address if there are any inefficiencies or anti-competitive outcomes resulting from concentrated markets in their economy. The FotC members expressed their interest in exploring some of those issues and would give further thought to the best ways to take forward the work, such as possible survey or policy discussion.
7. New Zealand highlighted the importance of better coordination and streamlining in the work of CPLG and CP FotC. Despite the different focus of the two groups, i.e. CPLG’s focus on enforcement work and CP FotC’s focus on policy work, New Zealand noted that such distinction was artificial as the two – policy and enforcement – could not be separated. In this regard, the FotC members suggested that the CP FotC events or meetings be held alongside the CPLG to encourage CPLG members’ participation. Indonesia noted the difficulty to engage its competition policy agency in the EC meeting. 
8. Both Australia, as CP FotC Coordinator, and the CPLG Convenor agreed that the two groups should work more closely together, noting the value and benefits in close cooperation. 
9. In concluding, the Chair noted the EC’s consensus that two groups should collaborate more closely. The Chair undertook to discuss with CP FotC Coordinator and the CPLG Convenor how to better structure the two groups. 
Decision/Action Point

· The CP FotC would consider exploring the market outcomes and welfare effects of concentrated markets through a possible survey or policy discussion.

Corporate Law and Governance (CLG)

10. Viet Nam, as Coordinator for the Corporate Law and Governance FotC, briefed the EC on the progress in 2013 work plan for the FotC (document no. 2013/SOM3/EC/005), highlighting three ongoing or future projects. First, the CLG FotC would further develop the ideas on corporate law and governance for SMEs and e-corporate governance and submit a more detailed proposal by EC1 2014. The second project would be to stocktake the progress in improving the implementation of corporate law and governance in APEC member economies. Viet Nam would take the lead on the stocktake and circulate a survey to collect ideas on how to proceed with the theme. The third project was a proposal on an APEC capacity building workshop on improving the use of Public-Private Partnership (PPP) in infrastructure development. Viet Nam would consult with relevant economies and some other APEC fora and circulate ideas on how to make progress in this area.
11. Viet Nam commended Chinese Taipei for successfully holding the workshop, Lessons from the Financial Crisis for Corporate Governance and Law: Roles and Duties of the Enforcement Bodies on Corporate Governance Implementation, on 28 June 2013. Viet Name invited Chinese Taipei to report on the outcomes of the workshop. 
12. Ms Brenda Hu from Chinese Taipei briefed the EC on the outcomes of the workshop, highlighting the following findings, among others:
· Regarding the role of board functional committees, some economies required listed companies and financial institutions to set up risk committees or corporate governance committees in addition to currently established audit and remuneration committees;

· As to related party transactions, it was suggested that both board of directors and investors should be educated and involved in material decision making processes and that related party transactions should be disclosed for greater transparency; 

· Panellists noted that public and private enforcement were the means that regulators could use to protect minority shareholders, and discussed the details of such enforcement method; and

· On the role of NGOs, it was suggested that regulators could encourage NGO’s work, facilitate their function and integrate their strength into the whole system of corporate governance. 
Chinese Taipei indicated that it would incorporate the key findings into a final report and submit the report to EC1 2014.

13. The Chair expressed appreciation to Chinese Taipei for the useful workshop that covered a wide range of issues. The Chair suggested that the final report from Chinese Taipei be shared with SFOM, as they would find some of the outcomes very interesting for their work as well. In regard to the CLG FotC work plan, the Chair encouraged economies to volunteer to lead on some of the proposed initiatives, in particular, APEC Capacity Building Workshop on Improving the Use of PPP in Infrastructure Development, which was identified as high priority by Indonesia and other economies in 2013.
Decision/Action Point

· The CLG FotC would further develop the ideas on Corporate Law and Governance for SMEs and E-corporate Governance.
· Viet Nam would take the lead on stocktake of progress in improving the implementation of corporate law and governance and circulate a survey to collect ideas.
· Viet Nam would consider developing the idea of capacity building workshop on improving the use of PPP in infrastructure development.
· Chinese Taipei would submit a final report on the project, Lessons from the Financial Crisis for Corporate Governance and Law, to EC1 2014.
Ease of Doing Business (EoDB)
14. The United States, as Coordinator for the FotC on EoDB, updated the EC on the progress made in the EoDB since EC1 2013, highlighting the following:
· In the area of Starting a Business, the United States was developing terms of reference for diagnostic work in the Philippines, Viet Nam, Brunei and Papua New Guinea;

· With respect to Dealing with Construction Permits, Singapore was developing diagnostic reports  with Indonesia, Thailand and Peru and also providing assistance to Brunei;

· On Trading across Borders, Singapore was finalizing the diagnostic work with Mexico;

· Regarding Enforcing Contracts led by Korea, Viet Nam noted that it was already examining how to revise its contract law based on the workshop organized by Korea. Indonesia also noted that it was examining how to use the knowledge shared to make changes to its contract law.

· In regard to Getting Credit, Japan was working closely with Indonesia.

· Hong Kong, China held a workshop on Simplified authentication process for production of public documents abroad through the use of the Hague Apostille Convention on 27 June 2013.
Interim Assessment of APEC’s Progress in EoDB
15. Mr Carlos Kuriyama from the Policy Support Unit (PSU) reported on the assessment of APEC’s progress in EoDB towards the 2015 objective (document no. 2013/SOM3/EC/013). While APEC achieved an 11.5% improvement between 2009 and 2012 in terms of average values, surpassing its 10% pro rata benchmark target by 2012, the PSU noted uneven progress across the five priority areas and APEC economies. For example, progress was modest and slower in areas such as Enforcing Contracts and Trading across Borders, in terms of average values. Among APEC economies, 11 economies met the 2012 pro-rate target in more than 10 indicators out of total 20 indicators, while 10 economies met the target only in 10 or less than 10 indicators. The PSU stressed that more efforts would be needed to ensure uniform progress towards APEC’s 2015 EoDB goal. 

16. ABAC stressed that modern trading practice, which involves complicated production chains in numerous economies, would require a large majority of economies’ good performance in EoDB in order to manage the production chains efficiently. 
Multi-Year Project on EoDB
17. The United States, as the project overseer of the multi-year project (MYP) on EoDB, updated the EC on the status of the MYP approved at the end of 2011. The project was to be implemented over four years till 2015 and covered all the five priority areas. The first workshop was held in Moscow, Russia in January 2012 and the second workshop would take place either at the end of 2014 or early 2015 to assess progress towards 2015 goals. The United States informed that any of the champion economies could access co-funding from the MYP and that it was currently discussing with Korea and Singapore possible activities to access co-funding.   
Workshop on Getting Credit

18. Japan, as the champion economy for Getting Credit, reported on the Phase II and III activities conducted with Indonesia in the two pillars of the getting credit indicator: strength of legal rights and depth of credit information (document no. 2013/SOM3/EC/009 and 010). With respect to strength of legal rights, a workshop was held in March 2013 and provided the following suggestions to solve the problems found: nation-wide training on the new fiduciary registration system; statutory and implementation reforms; and cooperation among authorities. In the area of depth of credit information, the seminar on Japan-Indonesia Credit Information System was held in February 2013 and suggested ways to improve credit information system and enhance the private bureau coverage ratio. Noting the usefulness of EoDB approach, Japan highlighted the importance of continuing EoDB initiative beyond 2015. Japan indicated its hope to further conduct Phase II and III activities on getting credit and welcomed any interested economies to join them. 
19. Indonesia expressed appreciation to Japan for its assistance with the diagnostic study. Indonesia noted that the project was very valuable and conducted successfully in terms of both product and process. Indonesia would continue to improve its system on getting credit based on the diagnostic study. 
Diagnostic Trips on Enforcing Contracts
20. Korea, as the champion economy for Enforcing Contracts, reported on the Phase II diagnostic activities with Viet Nam and Brunei undertaken in 2013 (document no. 2013/SOM3/EC/008). Korea visited Viet Nam in May and Brunei in June 2013 and was currently working with legal consultants to assist partner economies in identifying the measures to improve enforcing contracts. Korea planned to hold an international conference on enforcing contracts in Seoul in October 2013 to present the work of the legal consultants. Korea also looked forward to members’ continued interest and participation in the diagnostic activities to take place next year.
21. Viet Nam thanked Korea for the activity, which provided an opportunity to recognize the need for improvement of its legal infrastructure, and looked forward to receiving the report.
22. Indonesia suggested that Korea consider holding another capacity building workshop on its e-filing system, noting that APEC developing member economies would be interested in learning more about the e-filing system to improve transparency and efficiency of the case handling processes.
23. Korea echoed Japan’s view on the need to continue APEC EoDB activities beyond 2015 and indicated its intention to work with members on further implementation of the e-filing system in the APEC region.
Workshop on Simplified Authentication Process for Production of Public Documents Abroad through the Use of the Hague Apostille Convention
24. Hong Kong, China reported on the outcome of the Workshop on Simplified Authentication Process for Production of Public Documents Abroad through the Use of the Hague Apostille Convention, held on 27 June, 2013. The workshop introduced the Hague Apostille Convention and the electronic Apostille Program (e-APP) and discussed how it could complement APEC’s EoDB initiative by facilitating cross-border transactions through a simplified authentication process. The workshop noted that the Hague Apostille Convention could greatly facilitate the international circulation of public documents, in particular, authentication formalities that might apply to cross-border commercial transactions and foreign direct investment. Noting that the use of the Apostille Convention could contribute to achieving the EoDB goal of 25 percent improvement by 2015, participants supported APEC members’ wide use of the Apostille system. Participants also welcomed activities similar to the workshop in the future. Hong Kong, China undertook to prepare and circulate a written report to members in due course.

25. Members expressed appreciation to Hong Kong, China for organizing the very valuable workshop. In terms of substance, Indonesia and Chinese Taipei noted that the workshop discussed insightful and important issues which could help improve EoDB and strengthen the economic and legal infrastructure of economies and the region. Indonesia and Chinese Taipei recommended that a similar workshop should be carried out in the future to follow up and assist members with internal preparation for joining the Convention. With regard to procedure, Indonesia and New Zealand stressed that every member economy should exert more efforts to invite its related agencies and experts to EC workshops. In this regard, Indonesia suggested that a simpler registration process be explored for workshops, which are different from formal meetings, in order to attract more participants so that a wider APEC community could share the benefits.  

26. In concluding the EoDB FotC report, the United States, EoDB FoTC Coordinator, suggested  that APEC Senior Officials should be kept aware of the significant capacity building work undertaken under the EoDB initiative and be reminded of its importance in improving EoDB in the region.
27. The Chair thanked all the champion economies, participant economies and PSU for their hard work on the EoDB. Sharing ABAC’s concerns that diversions and unevenness in EoDB performance among APEC economies should be addressed given the current complex production chains, the Chair stressed the need to tailor future capacity building activities to support those economies that were struggling to reach their targets. The Chair agreed that the EoDB initiative should be continued beyond 2015 and undertook to highlight the valuable capacity building work being conducted by the champion economies to Senior Officials. In regard to the Hague Apostille Convention, the Chair noted that the use of the Hague Apostille Convention would be very effective in promoting even distribution of supply chains and indicated that he would highlight the importance and benefits of wide participation in the Hague Apostille Convention to Senior Officials. Lastly, the Chair urged economies to make more efforts to attend future workshops and undertook to explore ways to further facilitate members’ participation, in cooperation with the Secretariat and China, next year’s host.  
Public Sector Governance (PSG)

28. Chinese Taipei, as Coordinator for the Public Sector Governance FotC, updated the EC on the progress made in the FotC (document no. 2013/SOM3/EC/011). The PSG FoTC was making steady progress toward its objectives, including successfully conducting two policy discussions prior to EC2 2013: one on International Public Sector Accounting Standards, led by New Zealand and the other on Bureaucratic Reform, led by Indonesia. 
Policy Discussion on International Public Sector Accounting Standards (IPSAS)

29.   New Zealand briefed the meeting on the outcome of the Policy Discussion on IPSAS held on 28 June 2013. Dr Guohua Huang, a member of the IPSAS Board, presented the details of IPSAS, which economies were able to directly adopt for their public sector reporting or adapt within their domestic accounting framework. Both Indonesia and New Zealand shared their experience in adopting IPSAS. The policy discussion noted that the adoption of accrual basis accounting standards as advocated by the IPSAS would significantly increase government creditability and accountability, and also strengthen government financial management. As possible future work, it was suggested to explore how robust financial reporting could improve budget decision making, such as performance based budgeting. 
30. Indonesia recapped on its presentation delivered at the policy discussion regarding the experience in implementing IPSAS. Indonesia started implementing IPSAS in 2005, moving from cash basis toward accrual basis accounting standards, and would implement the full IPSAS accrual basis accounting standards by 2015. Indonesia noted that one of the benefits for adopting IPSAS accrual basis accounting was enhanced credibility of government financial reports, which could lead to improved credit rating of the government.
Policy Discussion on Bureaucratic Reform

31. Indonesia reported on the outcome of the Policy Discussion on Bureaucratic Reform held on 28 June 2013, hosted by Indonesia and Chinese Taipei. The discussion focused on members’ experiences in conducting bureaucratic reform and addressing challenges. Indonesia and Chinese Taipei presented their experience in conducting bureaucratic reform and noted that the goal of bureaucratic reform was to improve efficiency of government as well as performance of public service, which would lead to enhanced competitiveness of an economy. The challenges to overcome included rigid regulatory framework, lack of commitment to implementation and limited technical assistance to ministries and agencies. Many member economies, such as New Zealand, Viet Nam, Malaysia, Thailand and Chile, actively participated in the discussion with their own experiences in a variety of issues of bureaucratic reform.
32. Thailand expressed appreciation to Indonesia for the useful policy discussion and looked forward to having more discussions in the topics related to bureaucratic reform, such as budgetary reform and performance evaluation system. Malaysia briefed the meeting on the Performance Management and Delivery Unit (PEMANDU), which was established to oversee implementation of the Economic Transformation Programme and the Government Transformation Programme. As part of its efforts, Malaysia started to implement outcome based budgeting in 2013 and would fully implement it by 2020.
Regulatory Reform (RR)

33. Japan, as Coordinator for the Regulatory Reform FotC, presented the FotC’s updated work plan (document no. 2013/SOM3/EC/012) and outlined the Policy Discussion on Case Studies on Green Investment to be held in the afternoon. The FotC endorsed two changes to its work plan tabled at EC. First, regarding the objective of improving APEC economies’ regulation in key sectors of the economy, it was endorsed that two case studies would be conducted; a case study on promoting innovation to be completed by 2014 and a case study on improving business environment for SMEs by 2015. Second, FotC members changed the status of the project of regulatory impact analysis training from completed to on-going. Japan sought EC’s endorsement on the revised work plan.
34. Observing that some of the proposals were related to sectoral regulatory reform, Indonesia suggested that the EC should focus more on general regulatory reform issues, including APEC-OECD Integrated Checklist on Regulatory Reform and APEC Voluntary Reviews of Institutional Frameworks and Processes for Structural Reform, which had not been fully undertaken or utilized. In addition, Indonesia stressed that other relevant fora should be properly informed and engaged in order to have better coordination and synergy on the proposed case studies on sectoral reforms. Indonesia also echoed an economy’s view delivered at the FotC meeting that GRP should be put into the framework of regulatory reform and discussed under the Regulatory Reform FotC.
35. Japan, as the RR FotC Coordinator, stated that the FotC would cooperate with other fora on GRP issue and conduct future case studies on SMEs and Innovation in close collaboration with other fora. 
36. The Chair noted EC’s endorsement of the revised work plan as well as the need for close cooperation with other fora on GRP and other regulatory reform issues.  
Decision/Action Point
· The EC endorsed the revised work plan of RR FoTC. 
· The RR FotC would conduct case studies on innovation and SMEs by 2014 and 2015, respectively. 
Policy Discussion 1: Case Studies on Green Investments
37. Japan, as Coordinator of Regulatory Reform FoTC, outlined the background and format of the Policy Discussion on Case Studies on Green Investment (document no. 2013/SOM3/EC/013). The case study report, published in March 2013, assessed 12 cases in 6 economies and focused on formulation, implementation, and revisiting of regulatory reform policies in green investments.
38. Dr. Tilak Doshi from Energy Studies Institute of National University of Singapore, who worked as a consultant for the case studies, presented the outcome of the case studies on regulatory reform in green investments (document no. 2013/SOM3/EC/015). The objective of the case studies was to evaluate regulations and regulatory reform to promote renewable energy (RE) and energy-efficient technology (EE). 12 cases were conducted in six economies – Australia, Japan, the U.S., Indonesia, Philippines and Thailand – with regard to their experiences in formulating and implementing policies to improve energy efficiency (EE) in some sectors (buildings, household appliances, transportation) and promote certain renewable energy (RE) technologies (biofuels, geothermal, solar photovoltaics (PVs)). Assessment criteria for case studies included: social cost benefit analysis, scientific integrity and flexibility in the area of economy efficiency; and transparency and alignment in the area of political and administrative viability. The key findings of the study included: 
· Despite the practices of regulatory policies driven by good science, cost-benefit analysis was not the norm in policymaking, in particular, with very few cases of ex-post evaluations of existing policies; 
· Considerable emphasis was placed on energy saving or mitigation benefits of policies, with costs often not adequately considered; 
· Transparency and stakeholder engagement tended to be the norm, but existence of strong lobby groups could sometimes constrain ability to revise policies; and 
· Alignment among authorities were more common in developed economies but could be improved in areas such as policy overlap.
39. Mr Carlos Kuriyama from the PSU provided comments on Regulatory Reform Case Studies on Green Investments (document no. 2013/SOM3/EC/016). The PSU noted that the following key components should be heeded in designing and implementing regulatory reforms: leadership to conduct reforms; stakeholder consultation and communication with stakeholders; avoidance of regulatory capture; coordination among authorities; sequencing and timing of reforms; and continuity of reforms and policy revisions. As next steps for APEC, the PSU recommended: strengthening the collaboration between EC, which has knowledge about the institutional process to implement reforms, and other APEC working groups, which have technical knowledge concerning the area to reform; promoting development of metrics to assess regulatory policies; emphasis on using cost‐benefit analysis; promoting mechanisms to strengthen stakeholder consultations; and enhancing harmonization among authorities.

40. Japan briefed the meeting on Top Runner Program for Home Appliances to introduce the best practice on economic efficiency and effectiveness (document no. 2013/SOM3/EC/017). Japan explained that the Top Runner Standards were decided based on the most energy-efficient products on the market at the time of the standard establishment process, taking into consideration potential future technological improvements. Japan outlined the process of formulation and operation of relevant regulations, from drafting standards, enactment of laws and regulation, enhancing enforcement and periodic review. Japan highlighted the importance of updating the standards by periodic review to reflect rapid technological development.
41. During the Q&A session, the United States echoed the recommendation by the PSU to promote development of metrics to assess regulatory policies, which was also discussed at the SCSC Workshop on Good Regulatory Practices (GRP) held on 26-27 June 2013 and would reflect the need for close collaboration between the EC and SCSC. The United States pointed out that the conclusion of the report that widespread stakeholder engagement could increase the likelihood of regulatory capture would need a more nuanced revision, as more stakeholder engagement with the rigorous cost benefit analysis could help to reduce regulatory capture. Indonesia suggested that a case study report on an individual sector should capture how GRP influences the development of sectors, in order to be useful to the EC work on GRP. Chinese Taipei suggested sharing the report with other fora, such as CTI, EWG or SCSC.

42. In wrapping up the discussion, Japan indicated that it would reflect comments made by members into next case studies on innovation and SEMs and also strengthen coordination with other fora.
43. The Chair noted that case studies were helpful to translate the theory into practices. Agreeing on the need for close collaboration with other fora, the Chair suggested that the case studies could be useful to share at the Conference on Renewable Energy by EWG to be held at the end of September.   
APEC New Strategy for Structural Reform (ANSSR)
Mid-term Progress Report of Individual Economies’ ANSSR Plan

44. Russia updated the EC on the ANSSR mid-term progress report which combined 19 individual economies’ reports (document no. 2013/SOM3/EC/018). The complied report found that all member economies were focused on implementing reforms under one or more of the ANSSR priority areas, undertaking a wide range of projects under those priorities reflecting the individual reform objectives and needs of each economy. Among the five priority areas, Promoting More Open, Well-functioning, Transparent, and Competitive Market was a priority for the majority of economies – 16 economies, followed by the priority of Promoting Labor Market Opportunities, Training, and Education reported by 14 economies and Promoting Sustained SME Development and Enhanced Opportunities for Women and Vulnerable Populations selected by 13 economies. Russia informed that it would have an informal meeting with the Chair, Australia, the U.S., TATF and PSU to discuss a way forward and suggested that TATF or PSU could prepare a summary report to Leaders summarizing findings, common challenges and areas of focus in the future. Russia also encouraged the two economies that had not submitted their mid-term reports to submit it to Russia within next two weeks.

45. The Chair expressed appreciation to Russia for its tremendous work to compile and summarize individual economies’ mid-term progress reports. The Chair urged the economies that had not submitted the reports to submit them within next two weeks in order to make sure their achievements in ANSSR implementation could be reflected in the report to be presented to Leaders.

Decision/Action Point

· Those economies that had not provided their ANSSR mid-term report to provide it to Russia by 14 July 2013.
· Russia, Australia, the U.S., Chair, TATF and PSU would have a separate meeting to discuss how to present a summary report capturing key achievements and challenges reported in member economies’ reports.
(Note: After the abovementioned meeting on 30 June 2013, TATF was tasked with drafting a summary report on ANSSR mid-term reports and circulate a draft summary report to EC members for their comments and approval before Leaders’ Week). 

Report on On-going ANSSR Projects

Capacity Building Program to Improve Appraisal of Public Investment Projects in Viet Nam
46. Viet Nam reported on the progress in its ANSSR project of Capacity Building Program to Improve Appraisal of Public Investment Projects in Viet Nam. The project consisted of three components: i) two workshops for local officials on best practices in public investment project appraisal; ii) development of a relevant policy framework for using incentives to improve result-oriented public investment appraisal; and (iii) development of draft recommendations on how to enhance an advocacy role of Central Institute for Economic Management in ensuring effective and efficient public spending decisions. The project was being implemented as planned: the first workshop was held in April 2013 and the second workshop was scheduled in September 2013. Assessing that the project was very beneficial to its ministries and well appreciated by local officials, Viet Nam hoped other similar ANSSR projects would continue to be approved and implemented in the future. 

47. The Chair reiterated the importance of engaging local officials in the ANSSR discussions as they would play a significant role in successful implementation of ANSSR plans. 

Interim Report on Enhancing the Quality and Relevance of TVET for Current and Future Industry Needs 

48. Malaysia presented the interim report on its ANSSR project on Enhancing the Quality and Relevance of Technical and Vocational Education and Training (TVET) for Current and Future Industry Needs (document no. 2013/SOM3/EC/020). To address the need to close the gap to achieve the characteristics of first-world talent base and to meet the increasing demand in higher number of TVET graduates, Malaysia was undertaking a comprehensive human capital framework, which included, among others, upgrading and harmonizing TVET curriculum quality. Against this backdrop, the project aimed at undertaking an analysis and best practices on developing Occupational Analysis (OA) and National Occupational Skills Standard (NOSS) as well as providing recommendations on developing OA and NOSS. Based on the findings of the Interim Report, Malaysia would conduct comparative studies on the selected benchmark economies – Australia, Canada and Singapore – and sought cooperation from those economies. The final report would be submitted to the EC by the end of 2013.

49. Indonesia expressed its interest in the project and queried whether other economies could have the opportunity to share and learn more about the project. Malaysia responded that the final report would be shared with all EC member economies.  

Government to Citizens (G2C) Service Channels: Brining the State Closer to the People in APEC Economies 

50. Chile updated the meeting on its project on Government to Citizens (G2C) Service Channels: Brining the State Closer to the People in APEC Economies. The project aimed to share experiences and best practices on One Stop Shop models that centralize and connect a wide range of government benefits and services to citizens. The workshop would be held in Santiago, Chile on 5-6 September 2013 and all member economies were invited to attend it. Chile reiterated the importance of higher attendance at APEC events and encouraged members to circulate its agenda and invitation to their appropriate experts. 

51. The Chair noted that the impressive work undertaken by Chile to better provide government services to citizens could be a valuable reference for member economies’ structural reform. While acknowledging that ANSSR projects could be very economy-specific initiatives, the Chair encouraged members to consider options for sharing individual economy ANSSR capacity building projects with the broader membership, pointing to Chile’s upcoming workshop as a useful model. 

Supporting Good Regulatory Practices: Improving Public Consultation Mechanism in Indonesia 
52. Indonesia updated the meeting on the status of its project on Improving Public Consultation Mechanism in Indonesia. As part of the project, a workshop was originally planned to take place at EC2 2013 but rescheduled to take place at EC1 2014. Indonesia sought cooperation and assistance from those members that had built expertise and experience in implementing good public consultation mechanism.  

APEC Economic Policy Report (AEPR) Planning Session

AEPR 2013 on Public Sector Governance (Promoting Fiscal Transparency and Public Accountability)

53. Chinese Taipei and Indonesia briefed the meeting on the status of 2013 AEPR (document no. 2013/SOM3/EC/021 and 022). The first draft of Chapters I, II and III had been completed and tabled at EC2, as well as appendix which consolidated Individual Economy Reports (IERs) from 16 economies. In terms of timeline, Chinese Taipei suggested that economies provide comments to the draft text by 16 July and those economies who would need to update their IERs or had yet to submit their IERs should do so by 16 July. Chinese Taipei indicated its plan to circulate the second draft and a draft executive summary by the end of July or early August so that EC members could approve them by 20 August.  
54. The Chair thanked Chinese Taipei and Indonesia for their leadership in 2013 AEPR. The Chair encouraged members to provide their IERs or any comments to the draft text within the deadline. Members reaffirmed the agreement made at EC1 that a printed executive summary would be circulated at CSOM/AMM with the full report to be published online.
Decision/Action Point

· The EC would print an executive summary of AEPR for circulation at CSOM/AMM with a full report available online.
· Members were to provide comments to the draft report, any outstanding IERs or update to IERs by 16 July.
AEPR 2014 on Good Regulatory Practices

55. The Chair recalled that there had been a strong consensus at EC1 2013 to select GRP as the theme of 2014 AEPR. The Chair solicited ideas and suggestions for a way forward on AEPR 2014.
56. The United States expressed its continued support for making GRP a theme of AEPR 2014.  As a way to suggest the structure of the report, the United States outlined the proposal on GRP that it would submit to SOM on 5-6 July 2013. Building on the current initiative launched in 2011 to strengthen implementation of GRPs by 2013, the U.S. proposal would focus on the following three elements: i) single on-line location for regulatory information, which would include proposed regulations, supporting documents such as Regulatory Impact Assessment (RIA), public comments on proposed regulations, responses to comments on proposed regulations, and final regulations; ii) review of existing regulations to identify regulations that may be outmoded or ineffective and to modify or streamline them; and iii) forward looking planning – regulatory agenda – to provide advance notice to the public on regulatory plans.
57. Indonesia sought clarification on the roles of EC and SCSC in the GRP work before discussing further details of the U.S. proposal or 2014 AEPR, noting that the SCSC had conducted its 7th GRP workshop on 26-27 June 2013. Indonesia noted that it could have been more beneficial if the SCSC and EC had held the workshop jointly. Indonesia emphasized the need for clearer delineation of roles of EC and SCSC in the GRP work in order to effectively address GRP issues in APEC.  
58. The United States explained that SCSC’s work on GRP and GRP workshop had been conducted for a very long time, predating the GRP initiative launched in 2011. The United States noted that the SCSC was focused on implementation of GRP for the purpose of TBT compliance, whereas the EC was more focused on strengthening regulatory practices and outcomes domestically. While the United States was of the view that GRP could be tackled in more than one forum, the United States agreed on the need for close cooperation between relevant fora. 
59. New Zealand echoed the U.S. view that EC and SCSC could co-exist in GRP work, although they had different focus and scope: SCSC focused on how GRP could be used as a tool to prevent TBT from becoming barriers to smooth flow of goods, while the EC focused on how GRP could be used as a tool to improve regulations domestically. New Zealand added that the scope of SCSC’s GRP work was narrow, focused on those regulations covering health, safety and environment, whereas the EC’s scope was much broader covering the entire stock of regulations. While recognizing that the two fora could contribute to GRP work from different points of view, New Zealand concurred with Indonesia on the need for clear delineation of roles among relevant fora as well as better coordination among them. 
60. Japan noted that the EC had a broader scope in promoting GRP and that AEPR could be a good vehicle to support the GRP.  
61. Hong Kong, China echoed the view from Indonesia and New Zealand that more visible description on the division of labor between the two groups was needed to guide the future GRP work of EC and to ensure that there would be no overlap among relevant fora.  
62. The Chair provided background information on the SCSC’s GRP work: GRP had been a long-standing work stream of SCSC since 2000 and had conducted GRP workshops almost every two years. The Chair echoed the views from New Zealand and the United States that the two groups took different approaches: the EC looked at regulations at large, regardless of its impact, whereas the CTI and SCSC looked at those regulations that would have the effect of restricting trade. On this note, the Chair observed a lot of synergy between the two groups in GRP work. In regard to collaboration with CTI and SCSC, the Chair informed the meeting that the CTI Chair suggested the idea of potentially holding a joint workshop on GRP, which the CTI Chair would brief the EC members the next day. The Chair noted the usefulness to have clear guidance on the division of labor among the relevant fora. The Chair also indicated that he would intersessionally circulate some thoughts on how to follow up on the agreements made at CSOM and AMM in October 2013 in the area of GRP.   
63. With respect to the content of the U.S. proposal on GRP, Chile expressed concerns that the proposal went beyond Chile’s current situation concerning regulatory issues. For example, regarding the single online location for regulatory information, Chile noted that its system was operated through sectoral coordination and that only legislative bills and presidential decrees were included in its centralized review system. On this note, Chile highlighted the need to take into account each economy’s different reality and provide flexibility in the types of coordination mechanism as well as mechanism to access regulatory information. Chile added that public consultation mechanism should be more focused on the WTO TBT and SPS Agreements.
64. Recognizing the importance of flexibility, the United States noted that economies could have different approaches to implementing GRP, reflecting varying legal frameworks and levels of experience. However, the United States cautioned against limiting the scope of GRP to those regulations subject to the TBT Agreement. The United States noted the international consensus that the benefits of applying GRP more broadly to all regulations would outweigh the costs and challenges involved.
65. Indonesia commented that it had difficulty in implementing some of the elements if 2014 AEPR would cover all the three elements laid out in the U.S. proposal. For example, a single online location would need sufficient time and a lot of resources to implement. Although Indonesia implemented forward looking planning for laws, it did not apply to regulations. In this regard, Indonesia suggested that 2014 AEPR focus on the three aspects of the existing 2011 GRP initiative: internal coordination, regulatory impact analysis and public consultation.
66. The United States clarified that it was not linking the GRP proposal with 2014 AEPR and the content and structure of 2014 AEPR were open for discussion. The United States added that its proposal on GRP was not a one-year initiative but proposed two-year timeline for the implementation of the three elements.
67. With respect to lead economies, the Chair informed that both China and the United States expressed interest or willingness in contributing to the work during their discussion on the margins of EC1 2013 and solicited EC members’ further thoughts and suggestions. 
68. New Zealand noted that the theme and lead-economies of AEPR followed the EC’s FotC structure, as in the case of 2013 AEPR which focused on the public sector governance and was thus led by Chinese Taipei, PSG FotC Coordinator. While appreciating the active role of China and the U.S., New Zealand suggested that the Coordinator of the Regulatory Reform FotC – Japan – should be engaged in the work, as per past EC practices. Indonesia echoed the view from New Zealand that the RR FoTC Coordinator should take part in leading the work on 2014 APER, following previous EC practices.

69. Japan indicated its willingness to support the preparatory work for 2014 AEPR.

70. The Chair noted that China, Japan and the United States would take a co-leading role in developing and discussing 2014 AEPR. The Chair also undertook to intersessionally confirm with China, who was not present at the meeting, on its intention to take a co-leading role in AEPR 2014 together with Japan and the United States.

Decision/Action Point

· The Chair would confirm with China on its intention to co-lead AEPR 2014 and intersessionally inform members of co-lead economies for AEPR 2014. 
AEPR 2015

71. The Chair solicited ideas from the EC members for possible topics of AEPR 2015.  

72. Viet Nam suggested that AEPR 2015 address some components of ANSSR, which would come to a close in 2015. While supporting Viet Nam’s proposal, New Zealand suggested that competition policy could be an alternative topic, considering that AEPR themes had come from each of the five FotCs and that it was the turn of competition policy to be next AEPR theme. Noting that Promoting More Open, Well-functioning, Transparent, and Competitive Market was the most popular priority in members’ ANSSR mid-term report, Australia commented that if AEPR 2015 would focus on ANSSR, it could cover a lot of competition policy issues.  
73. The EC Chair thanked members for the good suggestions and asked members to intersessionally consider the theme of AEPR 2015 so that members could make a preliminary decision on it at EC1 2014. 
Decision/Action Point

· EC members would intersessionally consider the theme of AEPR 2015 to make a preliminary decision at EC1 2014.
Overview of Activities across APEC Fora 

APEC Business Advisory Council (ABAC)

74. Mr David Dodwell from ABAC updated EC on ABAC’s activities since EC1 in Jakarta (document no. 2013/SOM3/EC/023). ABAC2 was held in April 2013 and ABAC3 was scheduled to take place in July 2013. ABAC held various activities and discussions on its 2013 priorities, which included: pursuit of pathways to FTAAP such as TPP, RCEP and the Pacific Alliance; support for the priority of physical, institutional and people-to-people connectivity; vital need for services liberalization; support for the APEC 2013 priorities such as food security, blue economy and infrastructure investment; ongoing engagement in support of SMEs; and development and integration of financial and capital markets. In particular, ABAC highlighted the importance of services, noting that the recent OECD-WTO work on value added trade demonstrated the critical importance of services as well as supremacy of multilateral over bilateral trade liberalization given that most of modern trade was intermediate trade along long and complex product chains.

75. The Chair appreciated ABAC’s inputs and noted a lot of potential areas for further collaboration. 

Human Resources Development Working Group (HRDWG)

76. The HRDWG Lead Shepherd (Prof. YoungHwan Kim) briefed the EC on the two achievements that it had made at the HRDWG meeting and its Public Private Partnership (PPP) Pilot Forum held on 22-26 June, 2013 in Medan. First, the HRDWG Public Private Partnership Pilot Forum was held with strong support from the North Sumatra area and the HRDWG agreed to draft a concept note to hold an annual seminar in the North Sumatra area to encourage capacity building activities for young entrepreneurs. Second, the HRDWG submitted its concept note on “Vitalizing Economy and Trade Investment through Education and Public Private Partnership (PPP) in HRDWG, EC and CTI,” to Project Session 2 2013, and sought EC’s support. 
77. Indonesia expressed support for the project concept note from the HRDWG, noting that it would contribute to enhancing people-to-people connectivity, one of the key priorities of APEC 2013. Indonesia looked forward to full implementation of the project in the coming years.

78. The Chair requested the HRDWG Lead Shepherd to provide more detailed information on the project so that it could be circulated to EC members for comments.

Committee on Trade and Investment (CTI)

79. The CTI Chair (Mr John Larkin) outlined three areas for possible collaboration between the EC and CTI. First, noting that the CTI would be reporting on the progress in attaining the Bogor Goals in 2014 and that more efforts should be put in tackling behind-the-border measures to reach those aspirational targets, the CTI Chair suggested that EC and CTI collaborate to address non-tariff measures, including how to prevent adverse trade impacts through application of GRP. Second, the CTI Chair briefed the EC on the outcome of the Public Policy Dialogue on Services organized by ABAC in Surabaya, which recommended taking a more holistic approach in services. On this note, the CTI Chair suggested examining a regulatory approach in services, in cooperation with the EC, to ensure open, competitive and transparent market in services. Third, the CTI Chair informed that one stream of its work was focused on cutting-edge commercial development where regulatory framework was still at a nascent stage of development. In this regard, CTI would discuss the proposal from the United States and China to discuss regulatory issues on electric vehicles, which might be of interest to the EC from the GRP perspective.
80. The United States noted the need to improve collaboration between the EC and CTI/SCSC in the area of GRP, given the current overlap of GRP work.   
81. The EC Chair echoed the comments from the United States and stressed the need for further cooperation in GRP, utilizing EC’s holistic approach in GRP issues and CTI’s focus on implication on trade. In addition, the Chair noted that EC’s policy discussion on Green Investment Case Studies, which reviewed implications on green energy policy, could be a good point of reference for CTI’s discussion on electric vehicles. 
Good Regulatory Practices (GRP)

Report on Ongoing GRP Projects 

APEC-OECD Web Portal: Good Regulatory Practices 

82. Russia updated the meeting on the implementation status of its project to create a web database containing all relevant information on GRP. Russia expressed appreciation to those economies who had submitted their completed questionnaires to Russia, noting that it had provided very valuable information in developing the database.

83. Mexico briefed the meeting on the progress in its GRP project, Development and Implementation of Methodologies to Improve the Quality of Regulations and Regulatory Impact Assessments for Enhancing Market Openness, Ensure Transparency and Promote Economic Growth (document no. 2013/SOM3/EC/028). The project consisted of three workshops and focused on the discussion of methodologies for RIA. The first workshop was held on 11-12 April, where Mexico collected the methods used by the participant economies, with the aim of finding common methodologies and identifying needs and problems to implement regulations. The second workshop was scheduled on 15-16 August and aimed at discussing and approving the Guidelines for Assessing the Impact of Regulation, Methods and Methodologies.

84. The United States, Indonesia and Malaysia expressed appreciation to Mexico for a well-organized workshop. The United States indicated its willingness to participate in the workshops. Indonesia suggested that project overseers use the channel of EC representatives in communicating on the workshop participation so that economies could better coordinate their participation. Indonesia queried whether the second workshop would be a continuation from the first workshop and thus members should send the same participants to the second workshop.

85. Mexico responded that it would be desirable to send the same participants to the second workshop, as it would be a continuation from the first workshop and discuss and approve the guidelines on RIA. 

86. The United States informed the EC of the key timelines regarding the SOM-level initiative on Update to the 2011 Baseline Study on GRP: economies were requested to provide their update by 8 July at the latest; a draft report would be circulated to SOMs on 29 July with a request to provide members’ comments by 19 August; and a final report would be presented to SOMs and Ministers in early October 2013. 

87. With respect to economies’ GRP implementation, Malaysia reported that it had developed two policy handbooks on GRP in 2012.  Chinese Taipei reported that it had developed RIA checklist to provide to all regulatory officials, which would take into force from 1 July 2013. 

88. The Chair encouraged members to work with their SOMs on the Update to the 2011 Baseline Study on GRP. The Chair noted that the invitation to the Mexico’s GRP workshop had been circulated to EC members through the APEC Secretariat and urged project overseers and members to communicate on participation and nomination through EC representatives for better coordination.

Policy Discussion 2: State of the Regional Economy: Navigating towards Sustainable Growth in a Changing Landscape
89. The Chair opened the discussion by outlining the background and format of the policy discussion on state of the regional economy (document no. 2013/SOM3/EC/038). 
90. Mr Ben Bingham from the International Monetary Fund (IMF) presented on the state of the global economy (document no. 2013/SOM3/EC/029). The global economy had escaped three cliffs – financial cliffs in EU, fiscal cliffs in the U.S. and concerns about emerging markets’ hard landing – and got on more positive growth trajectory in 2013. While emerging economies continued to have rapid growth, it recently slowed relative to expectations, reflecting both external and domestic factors. The IMF also noted that the recent increase in financial market volatility, triggered by possible tapering of quantitative easing by the U.S. Federal Reserve, caused major re-pricing of emerging economies’ assets, including rising bond yields, equity price declines, capital outflows and currency depreciation. As for policy recommendation for advanced economies, the IMF noted that a right mix between near-term support and medium-term consolidation on the fiscal side as well as effective communication on eventual exit strategy on monetary policies would be needed. Regarding macroeconomic and structural policies for emerging markets, the IMF suggested that emerging economies continue to manage potential buffeting from capital global markets and enhance their competitiveness through improving infrastructure and regulatory bottlenecks.
91. Mr Arief Ramayandi from the Asian Development Bank (ADB) briefed the EC on the state of the regional economy (document no. 2013/SOM3/EC/030). Despite the subdued external environment, developing Asia’s growth was picking up to 6.6% in 2013, driven by domestic demand of the economies within the region. Noting that strong fundamentals in Asia and quantitative easing of industrialized economies had helped capital flows rebound, the ADB cautioned that it would lead to a possible tradeoff between currency values and asset prices. In regard to policy recommendations, the ADB suggested that macroeconomic policy should maintain stability, watch out for price pressures, monitor cross-border flows to protect banking sector soundness, and shift fiscal policy toward supporting long-term structural change for inclusive growth. Noting that developing Asia had become a heavyweight in commodity markets, the ADB highlighted that sustaining Asia’s growth would require diversification of its energy mix, making it cleaner and more affordable. In addition, with respect to Southeast Asian economies, the ADB suggested that, in order to reduce the risk of being caught at a middle-income trap, they should progress from lower to higher value-added activity by developing their education system further and guaranteeing adequate infrastructure and energy supply. 
92. Ms Quynh Le from the PSU presented macroeconomic trends in the APEC region (document no. 2013/SOM3/EC/031). After two years of disruption, GDP growth was expected to pick up gradually both globally and in the APEC region. In particular, the PSU noted that APEC emerging and developing economies were expected to contribute to almost 50% of future world’s growth. In order to sustain such growth in the medium term, the PSU highlighted the need for increased investment in most APEC economies as well as rebalancing towards domestic consumption in emerging and developing economies. In light of the loose monetary policies by advanced economies, the PSU noted that the combination of subdued growth in the short term and increased liquidity could make long-term investment more attractive to investors and that the pursuit of long-term investments by private investors could create a good platform for policy makers in the APEC region to engage in public-private partnership for infrastructure investment. The barriers to infrastructure investment that should be addressed included: low levels of public sector revenue mobilization; misguided public spending priorities; weak institutions; regulatory failures; and underdeveloped financial systems for some developing APEC economies. The PSU suggested that EC could play a crucial role in accelerating infrastructure investment by: i) addressing barriers in institutional framework that could impede infrastructure investment; ii) addressing regulatory failures related to infrastructure investment; iii) promoting better aligned public spending priorities; and iv) promoting practices of good public sector revenue mobilization.
93. Dr Allan Bollard, the Executive Director of the APEC Secretariat, briefed the EC on challenges for the future arising from the state of the regional economy. As short term issues, he noted the big changes in capital flows, exchange rates, fiscal and monetary policies and macro financial policies that had impacted all economies for the past few years. The termination of quantitative easing by the U.S. in the future would cause re-pricing related to bonds, equities and other assets in the region. As longer term issues, he noted rebalancing of the world economy, in particular, the change of growth model in emerging markets from export-driven to domestic-demand driven growth. More domestic consumption with emerging middle class would lead to more focus on quality food, consumption of services, rebalancing of government’s expenditure and more demands for health and education. In terms of EC’s work, he expected that growing middle class and their sensible consumption would make allocative issues become harder, with focus on a new balance between markets and regulation, and move structural reform program more towards provision of health, education, public services, and other “middle income” sectors. In addition, he noted that local authorities would play an important role in advancing such reforms. Lastly, he highlighted the importance of capacity-building on the technical and policy components of the above-mentioned issues.
94. EC members thanked the PSU and all other speakers for their very insightful presentations. While recognizing the useful policy implications by the ADB and PSU to improve infrastructure and education for sustainable growth in the region, Japan added that innovation could also play a key role in economic growth and reminded that Regulatory Reform FotC would conduct case studies on promoting innovation. Japan also highlighted the need to align the analysis of the regional economy with the work plans of the FotCs so that the EC could focus on those areas necessary for long-term economic growth in the region. ABAC echoed Japan’s view that the focus on innovation would be very important for growth, as the growth model for the last two centuries, driven by consumption in very small parts of the world, would not be sustainable in the future. New Zealand also reiterated the importance of innovation in addressing the challenges for further economic growth. 
95. Regarding short term economic prospect, Japan queried: i) whether China’s recent slowdown was temporary or related to structural factors; and ii) to what extent the declines in commodity prices would affect the slow-down of emerging economies.  
96. The IMF noted that emerging markets’ slow-down being affected by structural factors was broader than just China, happening across major emerging markets, and that China’s economy was still rapidly growing while its efforts to rebalance its economy towards domestic market moderated the growth target. The ADB commented that the question still remained whether China would go back to export-driven growth if the demand from developed economies picked up, despite China’s efforts to rebalance its economy. In regard to commodity price, slower China’s economy would have large implication on commodity producing economies. 
97. Hong Kong, China noted the concerns about the unprecedented quantitative easing monetary policy as well as its upcoming unwinding which might bring about consequential volatility in the region. Hong Kong, China suggested that APEC or EC could continue to research the likely implications of those policies so that members could better prepare for the challenges in the coming years. 
98. Chinese Taipei asked the ADB to elaborate on the benefits from further integration of Southeast Asian economies and policy recommendations on the process of their further integration. Chinese Taipei also posed a question to PSU how EC could constructively follow up on the idea of PPP, noting that there had not been much progress in the PPP despite APEC’s long discussion on it.
99. The ADB responded that potential benefits from further integration in Southeast Asia, if managed properly, would range from 4% to 10% of their current GDP, which could be realized 5-10 years from now. The ADB noted that proper policy to manage income redistribution and capacity building to avoid middle income trap would be major challenges that economies should address.
100. The PSU noted that PPP had become a quite important subject in 2013 and SFOM was putting forward a multi-year project on PPP. In order to improve PPP in the APEC region, the PSU stressed the importance of having a right environment to attract private sector engagement in long-term investments. As a first step, the PSU suggested mapping PPP policies in the APEC economies to enhance members’ understanding. 
101. Hong Kong, China noted a few issues related to PPP: the infrastructure for the PPP should be sufficiently revenue-generating and, if so, cross border flow of capital would incur concern about currency risk for long payback period; and in case of domestic PPP, the government should balance two opposing interests, i.e., profit-making motive of private sector and public service needs of the community. ABAC shared its experience of PPP, which proved very valuable to participating economies.     
102. New Zealand took note of the new areas identified for further growth, such as infrastructure, education, health and local government, as well as their challenges for the EC’s work in competition policy, public sector governance and regulatory reform. New Zealand queried on any implication for EC’s work in the area of corporate governance, which was not mentioned by the speakers.
103. Acknowledging the importance of corporate governance, the IMF noted that the economies in the APEC region benefited from strengthening corporate and banking system and should continue to strengthen corporate and banking balance sheet when the world economies was entering into another bumpy period. Dr Bollard agreed on the importance of corporate governance and informed the meeting of the work on corporate social responsibility undertaken by the IEG and FMP. 
104. Thailand expressed concerns that it was getting harder for latecomer developing economies to progress from lower to higher value-added activity, given the huge gap in technology as well as institutional and human resources capacity between developed and developing economies. Thailand noted the need for advanced economies in APEC to support developing economies through technology transfer and capacity building so that developing economies could move out of the middle income trap.
105. In response, the ADB identified improvement in education and innovation as key things that should be addressed to move from lower to higher level of economic activities.
106. The Chair expressed appreciation to the PSU, IMF, ADB and Dr Bollard for their informative presentations and to members for their active participation. In light of the longer term challenges identified in the discussion, the Chair noted that the EC could play an important role in those areas that should be addressed in order to move from middle income trap. The Chair shared the view from Japan that EC should continue to have dialogue on the state of the regional economy and align its analysis with the work of EC.

Updates from the APEC Secretariat
2013 Project Approval Process and Timeline

107. The APEC Secretariat Program Director (Ms Myung-hee Yoo) updated the meeting on the 2013 project approval process and timeline (document no. 2013/SOM3/EC/032). In Session 1, concluded in May 2013, only 39 concept notes were approved out of total 76 concept notes requesting APEC fund. In the EC, all the four concept notes submitted in Session 1 were approved under the ASF ANSSR Sub-Fund. In order to utilize the ANSSR Sub-fund, which would be still available in Session 3 2013, the Secretariat highlighted one of the key requirements of ANSSR Sub-fund that projects should assist developing economies to implement activities in line with their specific ANSSR plans. In terms of approval process and criteria, the APEC Secretariat highlighted the importance of ranking, as Rank 2 or 3 projects might not get approved due to limited amount of project funds. Members were reminded of 2013 Funding Criteria, which listed ANSSR and EoDB as Rank 1 topics. The APEC Secretariat urged project proponents to show a clear link to an upper rank to improve the chance of approval.
Secretariat Report on Key Developments

108. The APEC Secretariat Program Director informed the meeting that the Secretariat had tabled its report on key developments (document no. 2013/SOM3/EC/033) and asked the members to refer to the document for the details on the recent developments in the APEC meetings and the Secretariat.
Policy Support Unit Work

109. The Director of PSU (Dr Denis Hew) updated the meeting on the PSU Work Program (document no. 2013/SOM3/EC/034), highlighting the projects relevant to the EC. At EC2, the PSU presented on Ease of Doing Business – Interim Assessment 2009-2012 and would be willing to assist any economies bilaterally with their capacity building to improve EoDB, if requested. The PSU presented on Case Studies on Green Investments and would continue to assist the Regulatory Reform FotC as it moved onto next projects on innovation and SME. The PSU held a policy discussion on the APEC Economic Trends Analysis and would continue to hold such discussion and invite relevant outside experts. In addition, the PSU was finalizing the study on APEC Framework on Connectivity which would be delivered at SOM3 in Medan. 
110. The Chair expressed appreciation to the PSU for its excellent work, including the policy discussion on the state of the regional economy. Recognizing that it was very useful to discuss the linkage between the analysis on the regional economy and targets of the EC work, the Chair noted the need to continue the dialogue in next EC meetings.
Report on the BMC-led Pilot Evaluation of APEC Projects
111. Mr Franck Wiebe from the TATF, a consultant on the BMC-led Pilot Evaluation of APEC Projects, reported on the outcome of the evaluation (document no. 2013/SOM3/EC/035). The objectives of long-term evaluation were: i) to assess how APEC projects could contribute to the achievement of APEC capacity-building objectives; and ii) to improve the results-orientation of APEC projects as part of a strategy to strengthen the overall quality of APEC portfolio of activities. Five groups, including the EC, were selected for the pilot evaluation; a series of RIA projects conducted from 2009 to 2012 were evaluated as EC projects. The conclusions of the evaluation included: i) RIA as stream of work could have more clear and measurable goals that projects could work towards; ii) efficient and effectiveness were both higher for tailored trainings; and iii) specialized trainings for the needs of specific economies/regulatory agencies were more useful than general meetings for general audiences. The consultant recommended that project objectives should follow directly from guiding documents of the group and be directly linked to a specific and well-defined institutional capacity gap for need identified by the EC. In addition, it was recommended that project overseers should be specific about the objectives as well as the intended audience for the workshop/training.
112. New Zealand sought recommendations on how to deal with the problem of under-spending faced in a recent RIA training. Mr Wiebe explained that under-spending in the RIA training resulted from lower-than-expected travel cost. He recommended project overseers to make efforts to get better estimates and committees to consider a process where savings early in the year can lead to financing additional activities later in the year.
113. The Chair expressed appreciation for the useful work. Given the important role of local government in advancing structural reform, the Chair expressed concerns about the low scores of information dissemination after training and encouraged members to consider effective ways to reach wider audiences and dissemination. 
Review of the Economic Committee Terms of Establishment (TOE)

114. The EC Chair briefed that the Terms of Establishment (TOE) of the EC (document no. 2013/SOM3/EC/036), which should be reviewed every two years, was circulated at EC1 2013 and that no comments had been received intersessionally. The Chair opened the floor for any comments from member economies. 
115. As there were no comments from members, the Chair concluded that the current TOE be retained without any change and that the next review would be conducted in 2015. 
Decision/Action Point

· Members agreed to retain the current TOE as it was.
· The next review of TOE would be undertaken in 2015. 
EC Chair and Vice-Chair Elections  
116. The Chair reminded members that, at EC1, members were invited to intersessionally consider candidates for the Chair and two Vice Chair positions, as the terms of all three positions would be completed in 2013. The Chair informed that the EC had received two expressions of interest for the Vice Chair positions: from Ms Cheryl H. J. Tseng from Chinese Taipei and Mr NGUYEN Anh Duong from Viet Nam. Given that their CVs were circulated in the last couple of days (document no. 2013/SOM3/EC/037 and 039) and no nominations had been received yet for the EC Chair position, the Chair suggested keeping the nomination open and circulating a message for any further nomination for all the three positions in the coming weeks. The Chair invited the two candidates to share their thoughts and plans on the EC work. 
117. Mr NGUYEN Anh Duong stated that Viet Nam had learned and benefitted a lot from the EC work and became very actively engaged in various EC activities over the past years. Viet Nam led Corporate Law and Governance FotC and coordinated various activities. He indicated that he would more actively facilitate and participate in the EC work so that the resources and participation from member economies could be in alignment with the EC activities. Noting that next two years would be a challenge as well as a good opportunity to advance EC work, he sought members’ support on his candidacy.
118. Ms Cheryl H. J. Tseng shared her thoughts on EC’s work for the next two years. Considering that ANSSR goals were to be achieved by 2015, she noted that the future two years would be crucial to facilitate and assist member economies with their implementation of ANSSR plans. Second, acknowledging that all members have rights and obligation to devote their efforts to the EC work, she expressed hope to have more active participation in EC activities so that members could learn and benefit from different perspectives. Third, Ms Tseng stated that she and her team would continue their efforts and contribution in EC, including Competition Policy FotC, Corporate Law and Governance FotC and Public Sector Governance FotC.
119. The Chair thanked the incumbent two Vice Chairs for their tremendous service for the EC and welcomed the two strong, well-qualified candidates to possibly fill the Vice Chair positions. The Chair concluded that he would formally circulate a note on election process in a couple of weeks.
120. Members expressed appreciation to the Chair for his great work for the past couple of years, noting that the EC had made a lot of achievements in various areas, including ANSSR, under his excellent leadership.
Certification of Documents   

121. EC members made no comments to the EC2 document classification list and thus the document list was deemed endorsed by members (document no. 2013/SOM3/EC/000).
Chair’s Closing Remarks   

122. The Chair thanked Indonesia for its hospitality and the participants for their great work. In particular, the Chair thanked Russia for its work to compile ANSSR mid-term evaluation, Chinese Taipei and Indonesia for their leadership on AEPR, and the organizers of policy discussions and workshops for their impressive work. In terms of key outcomes from the EC2 2013, the Chair stressed the importance of greater accession to the Hague Apostille Convention to improve EoDB in the region and also noted the benefits to adopt International Public Sector Accounting Standards (IPSAS) to improve public sector accounting. The Chair noted the strong support for continued work on GRP and indicated his intention to seek SOM’s guidance on future work as well as clear delineation of roles among various APEC groups involved in the EC work. In addition, the Chair emphasized the need for better collaboration not only on GRP but also on infrastructure, green investment and public-private partnerships to advance cross-cutting APEC objectives. He noted the very effective capacity building work conducted on EoDB and ANSSR. Regarding EoDB, while acknowledging that APEC had surpassed its mid-term targets in aggregate terms in 2012, the Chair expressed concerns about unevenness in members’ performance and encouraged champion economies to focus capacity building efforts on those economies that were struggling to meet their EoDB targets. With respect to ANSSR capacity building projects, the Chair encouraged members to consider options for sharing individual-economy capacity building outcomes with the broader APEC membership. To improve EC’s capacity building work, the Chair urged members to take advantage of policy discussions and workshops conducted at EC and make efforts to widely disseminate the outcome in their economies. Lastly, the Chair expressed his sincere appreciation to all the EC members for their hard work and cooperation for the last two years. 
**********************
