
APEC INVESTMENT EXPERTS GROUP (IEG)


REPORT OF THE PENANG MEETING

The IEG met in Penang on 22-23 February 1998.

Adoption of Agenda

The Group agreed to the draft agenda subject to the following changes:
· Items 7 and 8 dealing with the 2nd Business Survey and the preparations for the 4th Investment Symposium would be dealt with in conjunction with item 3 (reports from Convenors on Technical Assistance and Training programs). 

· Item 2 - arrangements for the appointment of the new chair - was to be considered as the first item on day two.

· Items arising out of the letter from the CTI chair would be dealt with under Item 5 on the investment environment.

Appointment of the New Chair

The Group unanimously agreed to appoint Dato’ J Jegathesan, Deputy Director-General I, Malaysian Industrial Development Authority as Chair of the IEG for a period of two years, commencing at the end of the Penang meeting.  Mr Jegathesan replaces Mr Hyden, whose term was expiring.

Technical Assistance and Training Programs

The Group discussed progress of the following technical cooperation proposals.
· Seminar of FDI Policy and Administrative Adjustment (Thailand and the People’s Republic of China).  China provided a progress report on preparations for the Seminar, which was originally scheduled to be held on 7-8 April.  Several economies indicated that budgetary constraints may limit their ability to send participants to the seminar.  China agreed to follow up with member economies to determine whether there would sufficient attendance for the program to proceed in early June or whether it should be postponed until a date to be fixed.

he Group endorsed the proposal to BAC for increased funding to cover the cost of relocating the program.

· Training Program on Strategies to Identify and Promote Investment in Specific Areas (Malaysia).  Malaysia advise that is was planned to hold the program at the end of July in Australia, with the precise date to be determined.  Given the budgetary constraints on member economies, Malaysia will also write to economies to determine likely attendance and whether there is sufficient interest for the program to proceed, at this time. 

· Training Program on Improving the Capabilities on Statistical Reporting and Data Collection (People’s Republic of China).  PRC provided an update for the training program, which cover the review of FDI statistics, comparison of FDI data collection, FDI statistical systems in OECD countries, methods in china and how to use software for analysis will be held on 6‑10 July.  Funding for the program includes funding for attendance at the training by developing economies. 
The Secretariat indicated that the three members designate would be welcome to attend; however the issue of whether their attendance would be funded was a matter for Joint Fora.

· 2nd Business Survey.  The Group endorsed the draft of the 2nd Business Survey, which had been redrafted by a small working group.  Japan undertook to circulate 20 copies of the final draft of the survey to member economies and it was hoped that that 5 substantive responses would be forthcoming.   The intention was to receive responses by the end of June with the interim report available to the IEG in September.

· 3rd Investment Symposium.  New Zealand circulated the report to BAC evaluating the 3rd Investment Symposium.  The report indicated that the project had fulfilled the immediate requirement of obtaining a clear message from private sector representatives on the need for further investment liberalisation.  The challenge now will be for the IEG, as well as APEC as a whole to follow up on this message in terms of the work that it is doing on improving the environment for investment in APEC member economies.

New Zealand also reported that the proceedings from the symposium had been printed and 20 copies would be sent to each economy.

· 4th Investment Symposium.   Following initial consideration of the draft paper by Australia, and work by a sub-group, the Group agreed that the Symposium should to explore with business the continued interest in invest in the region, the role of government and the pressures for further reform.  Particular emphasis will be placed on the implication of the financial crisis for investment and investment policy.  With the financial crisis as the backdrop, the Symposium would also discuss corporate alliances as an integrating force of the world economy; information technology, investment and cross boarder issues with Malaysia’s Multimedia Super Corridor used as a case study; and regulatory arrangements such as the impact of performance requirements, investment incentives and government regulation on the decision to invest.

Malaysia reported that the Symposium would be held on 28-29 September in Kuala Lumper.   The Group endorsed for submission to BAC a proposal for increased funding for up to twelve speakers and for the publication of the proceedings.

A progress report would be made to the next IEG meeting.

BAC - Proposals for 1999

Member economies agreed to have proposals for funding ready for consideration at the next IEG meeting.

China circulated a proposal for an FDI Evaluation System in Developing Economies at total cost of $us1.2 million.  The group considered that members needed more time and that further information on which to base a decision whether to support the proposal.  In particular, it was considered that as the funding was large it was desirable for a fuller indication of the objectives and how they would be achieved.  China agreed to prepare a revised paper for the next IEG meeting.

Policy Discussion Forum

Malaysia provided an extensive presentation on its foreign investment regime. Covering the guidelines on foreign investment, the transfer of technology, protection of foreign investment, employment of expatriate personnel, general employment conditions, companies legislation, restrictions on ownership of fixed assets, foreign equity restrictions, exchange restrictions, taxation and incentives for investment.  

Chinese Taipei provided details of its foreign investment policy and history and the role of foreign direct investment in the economy of Chinese Taipei.  Chinese Taipei operates a negative list of industries for which foreign investment is prohibited or limited.  Foreign investment is prohibited in projects that may violate public safety, security, health, and morals.  Foreign investment in the restricted categories must be approved by the agency in charge of the target industry.

Australia and the Philippines volunteered to provide presentations on their foreign investment regimes at the next IEG meeting.

Investment Environment
The Group considered the draft paper by the United States, providing options investment liberalisation that members may voluntary choose to include in their IPAs. The Group considered that it should be clear that the options are voluntary and in no way binding on member economies to enter into specific options.  In order to make clear the voluntary nature of the options, it was considered that the paper should include a preamble setting out the options are voluntary and making it clear that the list is not seeking to set out the ultimate goal, that is, free and open investment is not defined by the options.

It was considered important that the final list of options should be useful for all members, with members able to pick and choose those elements that were appropriate for them at the time.  The Group agreed that member economies would provide comments, including specific suggestions for inclusion in the paper, to the United States within one month and that the United States would then prepare a revised paper for circulation and further comment prior to the next IEG meeting.  Where appropriate the ideas from the third investment symposium would be included in the list of options (to the extent this had not already occurred).  It was also suggested that the papers name be changed to include other measures to strengthen the APEC economies.

In relation to ABAC’s recommendation to leaders it was recognised that the draft contract provisions under the AVIP III proposal did not fit easily into the options paper.  It was agreed that Australia would prepare a paper for discussion at the next IEG meeting examining the AVIP III proposal.

The Group considered the request by the EVSL Chemical Group for the IEG to case study investment regime applying to chemicals with the CTI request to convenors that they report to the June CTI on progress on the horizontal EVSL proposals including investment.  It was agreed that the IEG could report progress on the cafeteria approach and that the Group has discussed the issue and is looking for guidance on how it should be involved in the work on individual sectors

The Group also considered a paper by Canada to study existing investor protection agreements.  The origin to this paper was that business does not appreciate the extent of protection that already exists. As the project will require funding there was a need to develop a standard proposal to put to BAC.  Canada undertook to prepare a proposal to BAC for consideration at the next IEG meeting.

Updating of Investment Guidebook

The secretariat reported that the guidebook has been updated with changes notified by eight economies, namely Australia, Japan, Korea, Malaysia, Mexico, Philippines, Singapore and Chinese Taipei.  The difficulties in updating the guidebook will be reduced by converting the format from G Book to HTML.  It was agreed that the Secretariat would prepare a standard format for the summary of changes for member economies to follow.

Document Access

At the Hong Kong meeting it was decided that most document could be released except those authored by other for and those that were still drafts.  Accordingly, the Group agreed to release documents 6, 7,8, 12, 16, 17, 19, 20, 22 and 23

CTI Chair

Edsel Custodio addressed the IEG indicating that the CTI bears a lot of responsibility in terms of the work on trade and investment liberalisation and facilitation and would like to see more effort in IAPs and CAPs.  In addition, the IEG will need to consider Eco-tech issues, this provides an opportunity to take stock of the Group’s activities to consider new dynamic features of the economic environment.

Other Business

The next meeting will be held in Kuching on the 13-14 June.

