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Between 20th Transportation Working Group’s (TPTWG) last meeting in Manila in March and TPT21, several important APEC meetings have been taking place, paving the way to its culminate of the year—APEC Economic Leaders Meeting in late October. 

1. SOM II and SOM III and their major decisions

The Second and the Third Senior Officials Meetings (SOM II & SOM III) for the 14th APEC Ministerial Meeting were convened in Merida, Mexico on 24-25 May 2002 and in Acapulco, Mexico on 20-21 August 2002 respectively. In the preceding day, SOM took a retreat with key outcomes as follows: 
· Senior Officials had a fruitful discussion on issues related to the functioning and process of APEC, including the interaction between the SOM and the Finance Ministers’ Process, role and mandate of the ESC, guidelines for non-member participation in APEC fora, proposals for improvement of the functioning of the APEC Secretariat, possible topics and format for the forthcoming Ministerial and Economic Leaders' retreats to be held in Los Cabos.

· Senior Officials also discussed a number of trade related areas, possible deliverables for 2002, including transparency principles, trade policies for the New Economy, trade facilitation, broadening of the OAA and pathfinder initiatives.

1.1 Implementation of the Leaders’ Statement on Counter-Terrorism 

SOM considered the implementation of the Leaders’ Statement on Counter-Terrorism by APEC economies and fora, and noted progress made since Shanghai. SOM noted the final version of the Report on the implementation of the statement and asked the APEC Secretariat to finalize the report for submission to Leaders. APEC members informed SOM on measures taken domestically to combat terrorism and took note of a new US Initiatives on Counter Terrorism (STAR-Secure Trade in the APEC Region). This initiative could be an integral part of the new Leaders’ Statement on Counter-Terrorism. The Meeting noted that the core elements of these security initiatives were trade facilitation and capacity building. 

APEC Ministers Responsible for Trade met on 29-30 May 2002 in Puerto Vallarta. In the Statement of the Chair, APEC Ministers reaffirmed the need for full implementation of the APEC 2001 Leaders’ Statement on Counter-terrorism. Ministers noted the substantial progress already made in implementing specific Leaders’ commitments to suppress the financing of terrorism, enhance air and maritime security, strengthen energy security and enhance security-related cooperation on customs and border security. Ministers called on all relevant APEC working groups and sub-fora to intensify their efforts in response to the Leaders’ Statement, including through policies and measures to increase economic growth, as well as to ensure a stable and safe environment for trade, investment, travel and tourism. 

Much work is already being done within APEC that is supportive of the activities called for by the Leaders’ Statement on Counter-terrorism. In many cases, such as the Energy, Telecommunications and Information, Transportation Working Groups, as well as the CTI Informal Experts Group on Business Mobility, the Leaders’ Statement has led to a realignment of work priorities and a step-up in already existing or planned activities.

APEC member economies have approved counter-terrorism related projects with a combined APEC funding of USD 1,142,760 which is equivalent to about 16 percent of the annual amount spent on projects.

A significant part of the response to the Leaders’ Counter-terrorism Statement involves Economic and Technical Cooperation (ECOTECH) activities, but Trade and Investment Liberalization and Facilitation (TILF) related activities also have a pivotal role to play. 
The actions taken to date in APEC fora to address commitments in the APEC Leaders’ Statement on Counter-terrorism are summarised below.

Suppression of Terrorist Financing

APEC finance officials are working to promote the implementation of the Eight Special Recommendations of the Financial Action Task Force that aim to tighten controls on suspicious financial transactions and improve the ability to track terrorist assets. A concerted effort is being made within and outside the Finance Ministers Process on stemming the flow of funds to terrorists and their supporters. 

All APEC economies (FATF members and non-members alike) have been urged to complete the Self-Assessment Questionnaire (SAQ) regarding efforts to counter the financing of terrorism.  At the APEC Finance and Central Bank Deputies meeting on 22 April 2002, the eight APEC economies that are FATF members had completed the SAQ.  

The APEC Bank Supervisors Training initiative will train financial regulators and supervisors in basic anti-money laundering concepts.
Enhanced Aviation and Maritime Security

The 3rd APEC Transportation Ministers Meeting in May 2002 in Lima, Peru agreed to:

· Support the actions and initiatives undertaken by ICAO and IMO in aviation and maritime security;

· Endorse efforts to strengthen and harmonize the aviation security framework and promote international cooperation among appropriate entities for the suppression of piracy and armed robbery; and

· Cooperate to improve aviation safety and security oversight capabilities in the region by assisting APEC economies to meet international safety standards and ensure that official aviation personnel are properly trained and have the necessary resources to carry out their aviation responsibilities. 

The APEC Transportation Working Group (TPT) will hold a conference to promote 100 per cent baggage screening and will conduct a survey of the training requirements and capabilities of personnel involved in aviation and maritime security tasks, including development of a training database.  The TPT is also working on:

· A security conference on piracy and marine counter-terrorism;

· Assessments on the current state of cargo security and best practice and of the current state of hazardous materials handling and transportation and best practices;

· Development of standards for detection equipment and other security technology;

· A study of transportation security communications systems; and 

· The design of a program for air marshal and cabin crew security procedures training.

Energy Security

Steps are being taken to implement the APEC Energy Security Initiative.  A sea lane oil disruption simulation exercise was conducted by APEC economies on 18-19 April 2002.  The Energy Working Group also plans to establish a network of APEC economies that wish to share real-time information during oil supply emergency situations.

Critical Sector Protection

The 5th APEC Ministerial Meeting on the Telecommunications and Information Industry (TELMIN 5) in May 2002 in Shanghai issued a Statement on the Security of Information and Communications Infrastructures.

The Statement supports implementation domestically of the ten measures included in UNGA Resolution 55/63: Combating the Criminal Misuse of Information, taking into account international initiatives in this area and further instructs the TEL to give special priority to and facilitate work within APEC on the protection of information and communications infrastructures.

An electronic dialogue between APEC scientists is under way to explore areas of counter-terrorism cooperation including special event surveillance, food safety, opportunities related to electronic networking and Early Warning Outbreak Response Systems (EWORS).  In January 2002 in Seattle, APEC scientists agreed to form an association of disease surveillance networks (a ‘network of networks’).

Customs

The APEC CTI Sub-Committee on Customs Procedures is examining ways to respond to the Leaders’ Statement, including through the utilization of existing networks and enhanced bilateral customs agreements.  Measures to enhance security while continuing to facilitate trade will be further discussed in the context of the Customs Business Dialogue.

Border Security

The Advance Passenger Processing (APP) system, aimed at enhancing border security while facilitating the faster processing of legitimate passengers, is being promoted in APEC through two, first-phase projects.  The APP has also been proposed as a Pathfinder initiative.

There is much that can be done within the bounds of APEC cooperation to achieve the twin goals of enhanced security against terrorist threats and continued facilitation of the movement of goods, capital and people. 
1.2 Shanghai Accord 

1.2.1 Broadening of the Osaka Action Agenda

The Meeting acknowledged CTI and its sub-fora for the completion of the exercise on broadening and updating Part I of the OAA to incorporate new economy and strengthening the functions of markets issues as tasked by Leaders. The new chapter on strengthening the functioning of markets particularly on strengthening the economic legal infrastructure will cover judiciary and administrative reforms and corporate governance, in-line with the work of the Finance Ministers’ Process. SOM agreed to present the recommendations to Ministers for endorsement in October.

SOM approved the amendments to Part II of the OAA proposed by the ISTWG, SMEWG, TEL TWG and the TPTWG and noted that the remaining Working Groups proposed no further changes to that submitted in last year’s update.

1.2.2 Pathfinder Initiative

The Leader’s Declaration, particularly Shanghai Accord (Annex 1), calls economies who are “ready to initiate and implement a cooperative arrangement”, consistent with the Bogor Declaration, to proceed to do so”. This “pathfinder initiatives” got the development at the SOM Meetings in Mexico, Merida and Acapulco. Committee on Trade and Investment reported at SOM III on pathfinder initiatives identified by the Sub-Committee on Custom Procedures and the Group on Mobility of Business people. Particularly, SOM recognized the implementation of the Kyoto Convention and the Advance Passenger Information system. SOM agreed that next steps would include the identification of additional pathfinders and the implementation of those which have been already identified. SOM instructed CTI and Working Groups to continue with this line of work.

Lead Shepherd of the TPTWG presented to SOM III through the APEC Secretariat information on eight options on more competitive air services. It was mentioned as a possible pathfinder initiative. 

At the last Meeting in APEC Secretariat on September 13th, TPTWG pathfinder initiative was again raised by Executive Director who praised TPT for this initiative. To make this proposal a formal one TPT must discuss and approved it at the air service group meeting first and then at the plenary of the TPTWG Meeting.

In case of approval, Lead Shepherd has to write a letter to SOM Chair informing him that this initiative has been identified by the TPTWG as a pathfinder initiative and asking for further circulation this decision among all SOM and member economies. This letter should be conveyed with attached general information on the substance of the issue. 

SOM discussed the role that Free Trade Areas (FTAs) can play in the multilateral process and agreed to explore in 2003 the re-introduction of informal dialogues for economies to share information on the FTAs being negotiated as a transparency exercise.

SOM expressed its appreciation to the US for its proposal, “APEC Leaders Agreement on Trade and the Digital Economy”.  It noted that economies would work inter-sessionally and submit comments to US by 15 September with a view to reaching a significant outcome by the Ministerial and Leaders’ meetings.  

1.2.3 Transparency Principles

The CTI reported to the SOM on adopting a set of transparency principles, which identifies changes in the United States proposal for a Transparency Accord that would provide a broad basis for consensus in a transparency arrangement. Senior Officials agreed to continue working on reaching consensus. To that end, SOM agreed that economies should send comments to the United States no later that 15 September, in order to come back to this item at CSOM with a finalized version.

1.2.4 Trade Facilitation 
Senior Officials acknowledged CTI’s work to further develop and implement the APEC Trade Facilitation Action Plan and start to develop a menu of concrete options on Trade Facilitation actions and measures which should be finalized for SOM endorsement in Los Cabos.  

SOM commended efforts to develop the reporting template for member economies to set out their major trade facilitation measures in IAPs. This template will be presented as part of the APEC Trade Facilitation Action Plan and is to be used by all economies for their submission of IAPs in 2003. 

SOM have emphasized the importance for all APEC Fora to begin taking the necessary steps to implement the Action Plan, starting with the development of a menu of options of concrete trade facilitating actions and measures. These concrete actions and measures -already developed by CTI sub-fora- are focused on four areas: standards, customs, e-commerce and business mobility.

In Acapulco, member economies agreed to ask other services related groups to exchange information with the Group on Service about the concrete actions and measures on trade facilitation for the four areas mentioned above as well as for other services related areas. 
On the different possibilities to be used to calculate reductions in transaction costs across the APEC region, Senior Officials agreed to continue to work inter-sessionally. The Meeting welcomed a presentation by the World Bank on its joint research project with APEC entitled: “The Economic Impact of Trade Facilitation: A Development Perspective in the Asia Pacific Region”. This project is overseen by Canada and will make an important contribution to the better understanding of trade facilitation and will assist in better targeting capacity building activities. Senior Officials noted that CTI agreed to prepare comments on this report by 6 September in order to present it to Leaders in October.

1.3 Gender integration

At SOM II Meeting the establishment of the APEC Gender Focal Point Network (GFPN) has been approved. The Network will act as an institutional mechanism for reporting to SOM on APEC gender activities and outcomes. It will comprise Fora Gender Focal Points working together with Economy’s Gender Focal Points. The gender focal point of each forum will be the member of Gender Focal Point Network (GFPN). This Network will start work early next year. In this connection SOM III instructed all APEC fora and encouraged economies to appoint their gender focal point to be a member of the Gender Focal Point Network.  

TPTWG presented its information for the consolidated 2002 SOM Report to Ministers on the Implementation of the Framework for the Integration of Woman in APEC. 

1.4 e-APEC Strategy

SOM III considered implementation of the e-APEC Strategy for the New Economy. SOM requested all eATF members and other concerned APEC fora to reflect on the different ideas and options on the sustainability of the eATF’s work. The Meeting expressed its support to the attempts to find the most suitable arrangement for the effective implementation of the e-APEC Strategy. SOM also encouraged intersessional discussion of this issue with a view to taking a decision before or at CSOM.

2. Sectoral Ministerial Meetings 

Up to date, there are altogether 10 sectoral ministerial meetings planned for 2002 to carry out the instructions of APEC Leaders. The timetable and venue of these meetings are listed below in the order of calendar sequence.

22-26 April
Seoul, Korea
MRC/FWG: APEC Ocean-related Ministerial Meeting 

6-9 May
Lima, Peru
3rd TPT Ministerial Meeting

29-31 May
Shanghai, China
5th APEC Ministerial Meeting on the Telecommunications and Information Industry 

29-30 May 
Puerto Vallarta, Mexico 
Meeting of Ministers Responsible for Trade

3-6 July, 
Manzanillo, Mexico 
Tourism Ministerial Meeting 

22-23 July, 
Mexico 
5th APEC Energy Ministers' Meeting

24-25 Aug 
Acapulco, Mexico
Meeting of Ministers Responsible for Small and Medium Size Enterprises 

3-4 Sept, 
Los Cabos, Mexico
Finance and Central Bank Deputies Meeting 

5-6 Sept, 
Los Cabos, Mexico
Finance Ministers Meeting 

28-29 Sept
Guadalajara, Mexico
Second Ministerial Meeting on Women 

To date, 6 sectoral ministerial meetings have been successfully held.

The First APEC’s Ocean-related Ministerial Meeting The achievement of the meeting was the adoption of Seoul Oceans Declaration. The Ministerial Meeting also concluded APEC contribution to the World Summit on Sustainable Development.

The Third APEC Transportation Ministers Meeting The theme of this meeting was “Pathways to Prosperity”. Ministers reiterated at the meeting their determination for counter-terrorism measures. Ministers also committed themselves to directions for continued progress towards Bogor goals.

The Fourth APEC Meeting of Ministers Responsible for Trade (MRT) took place in a context of increasing signs of recovery from the global slowdown of the world economy experienced since the middle of 2000 and aggravated by the September 11th events. Within this context, Ministers reaffirmed APEC member economies' commitment to move forward with the common goal of free and open trade and investment in order to bring about economic recovery and sustainable economic growth in the region. Ministers welcomed the launching of the Doha Development Agenda (DDA) of WTO, and committed to making meaningful contributions to its successful and timely completion by 2005. Ministers confirmed their intentions to meet the deadline of 30 June 2002 for submitting initial services requests and in ensuring that the non-agricultural market access negotiations progress along with other negotiations in agriculture. In this regard, Ministers agreed that modalities for non-agricultural market access negotiations shall be established no later than 30 April 2003, and encouraged all WTO members to support this commitment. Ministers endorsed the framework and schedule for an APEC Trade Facilitation Action in its entirety. They deemed that this Action Plan provides the basis for implementing the Leaders’ commitment in the Shanghai Accord to realize a 5% reduction in transaction costs in the region by the end of 2006.

The Fifth APEC Ministerial Meeting for Telecommunications and Information Industry. A key achievement of TELMIN 5 is the Program of Action. It sets out a work agenda for the TEL covering areas such as implementation of the e-APEC Strategy; implementation of the new Digital Divide Blueprint for Action; implementation of the goals of tripling Internet access by 2005 and universal access to the Internet by 2010; e-security; and human capacity building. 

The Second APEC Tourism Ministerial Meeting Work initiated as a result of the Seoul Declaration on an APEC Tourism Charter in 2000 was presented to Ministers. This work included key deliverables such as the Tourism Information Network, the APEC International Centre for Sustainable Tourism and Tourism Satellite Accounts as well as four projects. Sixteen economies also completed and presented their Tourism IAPs.

New initiatives were discussed and endorsed for inclusion into the TWG work plan. These initiatives: safety and security for travellers; encouraging productive investment in the tourism sector; capacity building for SMEs and; an index for measuring tourists’ satisfaction will be addressed at the upcoming TWG meeting to be held in Chinese Taipei in November 2002.

The Fifth APEC Energy Ministers Meeting (EMM5) The theme set for this meeting was “Fostering Regional Energy Cooperation: Setting a Long Term Vision and Implementing Short Term Actions”. APEC Energy Ministers discussed energy issues in the region, the progress made by the APEC member economies in implementing actions to achieve APEC goals and chart out the course for future activities of the APEC Energy Working Group. Ministers endorsed the recommendations under the Energy Security Initiative as agreed by the Energy Working Group (EWG) at its 23rd meeting and identified this APEC initiative as a key measure for enhancing counter-terrorism in response to the APEC Leaders Statement on Counter-terrorism released last October. Ministers emphasized the concept of 3 Es (Economic Growth, Energy efficiency and Environment), and supported the wide range EWG activities aiming at diversifying member economies’ energy mixes, improving energy efficiency, enhancing research, development and deployment of renewable energy such as photo-voltaic, wind power etc, deploying new and renewable energy technologies, promoting clean energy, facilitating energy business and trade, improving data collection and information sharing, encouraging private investment through policy and regulatory reform, and sharing best practices related to energy emergency planning.

The 9th Meeting of Ministers responsible for Small and Medium Enterprises took place in Acapulco, Mexico on 24-25 August 2002. In most APEC economies, SMEs play a significant role, both as productive units and as instruments for poverty alleviation. Their contribution to employment creation is particularly significant. Equally, as an important dimension of social safety nets, they contribute to effective responses to social and economic problems such as uncontrolled migration. The 9th SME Ministerial Meeting was held to address the barriers to SMEs in their efforts to get access to market, credits, and information.

The meeting deemed it necessary to design micro-credit schemes and guarantee funds that support entrepreneurial activity in the region; human capacity building; technology innovation and transfer; and access to information. A Ministerial Declaration was published as the major result of the meeting.

3. Non-Member Participation 
First of all, I would like to inform all delegates that APEC Secretariat received official letter from the Secretary General of the European Conference of Ministers of Transport seeking establishment of closer links with APEC.  I re-send this letter to TPTWG Lead Shepherd asking him to make this formal request as a discussion point in the agenda meeting. The delegates could exchange views and opinions on this issue.

At its second session this year, SOM has reached consensus on delegating to Working Groups its authority to approve non-member participation for a trial period of three years. To make the decision operational, Canada was charged with the task of amending the present Guidelines on Non-member Participation endorsed by the Ministers in 1996. 

The Canadian paper was first submitted for comments among the member economies, and then discussed at SOM II. After incorporation of all kinds of ideas from member economies, the revised Guidelines on Non-member Participation has been approved at SOM III and will be later submitted to the Ministers Meeting for endorsement in October this year.

According to the revised Guidelines APEC has only four categories of participants in its activities: 

· Members (It is up to each member to decide whom to include in its own member delegation); 

· APEC Secretariat; 

· Observers [currently the Secretariat of the Association of South East Asian Nations (ASEAN Secretariat), the Pacific Economic Cooperation Council (PECC) and the Pacific Islands Forum Secretariat (PIF)]; and 

· Guests, which include all participants other than the three categories above. 

Within the category of "guests" there are four sub-categories: 

· non-member economies; 

· other relevant regional/international organizations and bodies; and 
· business/private sector representatives not included as members of economy delegations. 

· Organizations, academic bodies and other experts who are not included as members of economy delegations

The following principles should be used in considering any application/proposed invitation:

(a) Non-member participation in any forum should be determined by the individual forum concerned by consensus, subject to approval by the SOM; 

(b) Each application/proposed invitation should be considered on its own merits;

(c) The principal criteria for considering non-member applications are: relevance of the applicant to the issues addressed by the forum, demonstrated interest in the APEC region and in the issues APEC addresses, capacity to make a pertinent contribution of the work of the forum in question, and geographic location; and
(d) Participation in the forum must be clearly understood not to imply any tacit endorsement of future membership or observer status in other APEC activities.  

The participation by non-members should be managed as follows: 

1. The APEC Secretariat in Singapore is the formal point of contact for non-members who wish to participate in APEC activities and for proposed invitations by APEC members; 

2. The APEC Secretariat will inform of the Lead Shepherd/Chair of the relevant forum, of any application/proposed invitation in order to allow the Lead Shepherd/Chair to seek the views of the relevant forum, with a copy to all APEC Senior Officials;
3. Once consensus has been reached in the forum concerned, the Lead Shepherd/Chair should seek covering approval from the Senior Officials of all member economies through the APEC Secretariat. However, SOM has decided to delegate the authority to APEC fora   to approve non-member participation for a trial period of 3 years, through 2005;

4. Once the application/proposed invitation is approved, the terms of participation should then be conveyed to the guests in standard form by the APEC Secretariat; 

5. Guest status should be granted for the calendar year in which the application/proposed invitation is made and for the following two calendar years, with renewal of participation subject to the same procedure as a new application/proposed invitation; 

6. Guest participation in one-off non-policy APEC activities such as symposia, workshops and seminars, including joint activities with other organizations, can be approved by the relevant forum by consensus on the delegated authority of the SOM.  In such cases, the rules above do not apply.

The revised Guidelines would be in effect at the beginning of next year subject to the endorsement of the Ministers Meeting in October. 
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