Chair’s Summary Report of the 2nd IEG Meeting 2005
5-6 September 2005, Gyeongju, Korea

Introduction

1.   The Second meeting of the Investment Experts’ Group (IEG) in 2005 was held on 5    

 and 6 September 2005 in Gyeongju, Republic of Korea. 
2.   The meeting was attended by representatives from 19 economies, namely Australia; Brunei Darussalam; Canada; Chile; China; Indonesia, Japan; Korea; Malaysia; Mexico; New Zealand, Peru, Philippines; Russia; Singapore; Chinese Taipei; Thailand, U.S.A. and Viet Nam.  Representatives of OECD, UNCTAD and ABAC attended as invited guests. APEC Secretariat was also in attendance.  A total of 42 persons attended including invited guests and PSM.

3. The meeting was chaired by Mr. Roy Nixon, Manager, Treasury, Australia.
Opening Remarks by APEC IEG Chair
4. The Chair opened the meeting and welcomed everyone to the beautiful and culturally important venue of Gyeongju. The Chair noted that we had very full agenda and asked delegates to please observe starting and restarting times for sessions otherwise we may have to use more time later in the day.    
Business Arrangements

5.   Korea welcomed the IEG members attending the meeting in Gyeongju and informed about business arrangements, including an official lunch on 6 September and a tour of the local areas of cultural importance for those IEG delegates still here on 7 September.
6.   Japan expressed condolence to the victims of recent hurricane hit U.S.A and its intention to join international efforts to give assistance to affected area. U.S.A thanked the support of Japan and other economies.
Adoption of Agenda

7.   The draft agenda was adopted.

8.   It was decided that the invited guest speakers from ABAC, UNCTAD and OECD would be welcome to attend the sessions of the agenda 8, 9, 10 and agenda 11. 12. 13 being held on the afternoon of 5 September and the morning of 6 September with the other sessions being closed.

CTI Priorities by CTI Chair

9.   CTI Chair explained that since IEG meeting was not held in the margin of SOMI this    

      year he had no chance to meet with IEG members and gave a presentation on the CTI priorities for 2005 (see 2005/SOM3/IEG2/018) where he outlined CTI’s key results for 2004, the need for CTI, and its sub fora to adopt priorities so as to produce clear and concrete deliverables, and the key priorities set by the SOM for CTI.  The CTI Chair then discussed each of the CTI priorities for 2005 and tried to relate them to the work of IEG. 

         (i)  Support for Multilateral Trading System
               CTI is supporting WTO through Geneva Caucus and Capacity Building project.           

               Investment issue has been left behind in WTO process and it is not included in 
               DDA. However, IEG could discuss investment in larger context and prepare ground when investment issue comes back to WTO in the future.

        (ii)  Trade Facilitation
               APEC is on track with implementation of the Trade Facilitation Action Plan including the reduction of the transaction cost. Investment facilitation is a part of trade facilitation and IEG could also contribute to trade facilitation. 

        (iii)  Transparency and Anti-Corruption
                CTI is discussing what CTI can do to fight corruption mainly in SCCP, GPEG 
                 and IEGBM but IEG also could contribute to Ant-Corruption Taskforce.  

        (iv)  Digital Economy and IPRs
                CTI is implementing Digital Economy Pathfinder and strengthening IPR. APEC Anti-Counterfeit Initiative was adopted to combat on-line piracy.         

10.   The CTI Chair then discussed CTI’s contribution to APEC wide initiatives including RTAs and FTAs including implementation of the RTAs/FTAs IAP and adoption of the Best Practices for RTAs and FTAs. CTI Chair also discussed the Committee’s contribution to the Mid term Review of the Bogor Goals, the Structural Reform Action Plan, implementation of APEC’s security commitments, the APEC Framework on Gender and APEC Reform. In closing the CTI Chair noted that we needed to work together, be prepared to engage with outside partners, and to think about results rather than process.
11.    Regarding MTST, the CTI Chair noted it is most likely that a new road map will be adopted for achieving Bogor Goals in 2010 including investment promotion, facilitation and liberalization and there was a strong voice that report should have investment chapter because APEC seems not to be doing enough on investment and investment is one of the areas in which APEC should take initiative. The CTI Chair emphasized the importance of investment in APEC and encouraged IEG to get involved actively in the discussions on investment in APEC process. 
12.   In response to the question about the transaction cost, CTI Chair explained that less cost of investment leads to the reduction of transaction cost, for example, the APEC Investment Guidebook also could help reducing transaction cost. In respond to the comment that it would be difficult to take result-oriented approach in investment issue because investment is much more complicated than trade, CTI Chair suggested the research work, the capacity building initiative.
13.    The IEG Chair commented IEG should focus on what we can deliver to contribute to CIT priorities and noted the need to do more on capacity building.

Report on the Activities and Developments since the last IEG Meeting, held in Jeju, Korea, May 2005.

14.   The Chair reported on new developments in IEG and key messages from MRT and SOM since the last IEG meeting held in May 2005. 

        (i) Developments in IEG
             -  The CAP for 2005 has been updated arising out of discussion in IEG meeting in   May and the new version was put on the IEG website.

             -  The basic information on IEG website has been updated.

             -  The Chair wrote to MAG and GOS Convenors seeking assistance to identify areas of cooperation to build capacity awareness in areas such as Mode3.

             -  The Chair is working on preparing a bibliography of existing analytical studies available on FTAs/RTAs.

             -  The Chair wrote to OECD, UNCTAD and ABAC to invite representatives to the IEG meeting and their representative accepted invitation.

         (ii)  Key messages from MRT
             -  MRT reaffirmed the importance of trade-related capacity building as a tool to enable developing economies to fully participate in WTO negotiations. 

             -  APEC will need to set new mid-term objectives to ensure that it keeps pace with the rapidly evolving trade and investment agenda and to support multilateral efforts to deal with sensitive sectors;

             -  The mid-term stocktake should provide a clear-sighted, forward-looking and policy-oriented assessment of APEC’s progress, as well as practical recommendations on any further action required to achieve the Bogor Goals.

             -  MRT welcomed recommendations from officials to further improve the IAP Peer Review process.

             -  MRT welcomed the progress made in the Collective Action Plans (CAPs) and instructed officials to continue to review and update them.

                On RTAs/FTAs

             -  The Best Practices could make a substantial contribution to the Bogor Goals by showing economies a way to improve RTAs/FTAs
             -  To make efforts to use the Best Practices as a reference with respect to RTAs/FTAs currently being negotiated and with respect to those that may be negotiated in the future on a voluntary basis.

             -  To instruct our officials to continue their important work on how Best Practices contribute to the improvement of the quality of RTAs/FTAs in the region and to promote greater convergence and coherence.

             -  MRT welcomed the inclusion on the APEC Secretariat's website of links to information on APEC member economies’ RTAs/FTAs, 

             -  Reiterated the importance of the fulfilment of the APEC Transparency Standards and the area-specific Transparency Standards. Affirmed our commitment to complete the IAP templates for reporting on implementation of the Transparency Standards as part of our IAP submissions to the AMM. 

             -  Welcomed the ABAC 2005 Interim Report to APEC Economic Leaders. Committed APEC to take ABAC’s recommendations into account, where appropriate, as we pursue an ambitious agenda and concrete outcomes. 

         (iii)  Key developments and messages from SOM
             -  SOM noted that various options in achieving the Bogor Goals were highlighted during the MTST Symposium held on 28 May 2005. SOM agreed to compose a SOM Steering Group. That Steering Group would draft the final report of the mid-term stock take to be submitted to the Leaders in November.

             -  In endorsing the proposed Trade Facilitation Roadmap, SOM agreed on the need for the CTI to move beyond the TFAP to consider behind the border issues. SOM also called on each economy to consult with stakeholders to develop a new and more ambitious collective action program that was aimed at improving the business environment.

             -  SOM welcomed the report of the 3rd Trade Policy Dialogue on RTAs/FTAs held in Jeju, Korea on 29 May 2005. 

             -  SOM acknowledged that APEC needed to do more, including enhanced capacity building for developing economies. A number of areas that could be developed to progress APEC’s work on RTAs/FTAs were suggested. These included:

                           -  The United States offered to assist with cataloguing existing APEC FTAs against the Best Practices for RTAs/FTAs in APEC so as to identify areas where APEC economies were indeed implementing the Best Practices, as well as areas where implementation could be improved, without commenting on specific agreements

             -  Compiling examples of Best Practices so that the principles could be substantiated by many examples that would support the DDA rules discussions in the WTO

-  Developing Model Measures on trade facilitation;

-  There was general support for the recommendations from the CTI and on the importance of IAP Peer Review as a tool to review how each economy is moving towards the Bogor Goals. However, some economies commented that further elaboration on several issues may be desirable before making a final decision:

-  The SOM Chair noted that there was strong support that the Peer Reviews should continue after further strengthened. SOM endorsed the “Improving the IAP Peer Review Process –Transitional Arrangements for 2005” 

15.  The APEC Secretariat informed the Group of the recent developments mainly on project management.

-   6th Project Guidebook which includes some changes in affordable expenses was endorsed by BMC and will replace current Interim version from next year. 

-   Project to be implemented in 2006 should be submitted to BMC in March as an urgent project. CTI endorsement is needed at SOM1 before March. 

              -  APEC Support Fund approved by SOM2 started to fund projects in BMC2. Fora are invited to submit the project proposal particularly meeting the needs of capacity building of developing economies.

              -  APEC Collaboration and Meeting System (ACMS) is now launching for trial in certain fora. ACMS provides an enhanced website designed to facilitate collaboration between forum members. Currently no CTI Sub-fora is invited to participate in the trial but once implemented this may occur. 

Update on IEG Projects for 2006 and Possible Planned Projects for 2007

16.   The Group was told that its two projects for funding in 2006 had been approved for funding at the BMC meeting in August, namely: 
· Publication of the 6th Edition of the APEC Investment Guidebook (CTI 02/2006)      

· Seminar on Experiences of some APEC Economies in Attracting Investment from Trans National Corporations (TNCs) (CTI 10/2006) 
17.   The Chair (Australia) informed its plan to implement the Publication of the 6th Edition of the APEC Investment Guidebook. The Chair explained Australia will draft questionnaire and invite comments on the coverage from IEG members intersessionally. The Group discussed how the guidebook should be updated.
18.   Viet Nam informed its plan to implement APEC Seminar on Experiences of some APEC Economies in Attracting Investment from Trans National Corporations (TNCs)  Viet Nam will prepare draft program of the seminar to get inputs from member economies intersessionally and will present the outline of the seminar in the next IEG meeting.
19.   The Group also discussed possible planned projects for 2006. The Chair proposed the Joint IEG/MAG Workshop on Complexity Issues in Implementing Preferential Trading Agreements.  The Chair explained the draft outline was jointly drafted with MAG Convenor and it will be discussed at MAG meeting too. 
20.   The Group discussed the proposal and made suggestions including on the speakers and the linkage between financial liberalization and investment. View was expressed that further consideration is needed on the coordination with people in finance sector to secure their participation in this initaitive. The Group agreed to work further on the draft outline intersessionally. Other projects may be submitted before the first BMC meeting next year and member economies were encouraged to consider possible capacity building projects.

Review of the CAP for Investment

21.   The Group continued its discussion from May 2005 on reviewing its Collective Action Plan on the basis of a discussion paper prepared by the Chair.
Transparency
22.   The Chair explained that CAP currently does not include any specific action regarding implementation of Best Practice for RTAs and FTAs in the investment chapters of member economies and proposed to include in the Action A the following new actions to enhance transparency of FTAs/RTAs committed by Leaders in order to respond to the policy direction by SOM and Leaders/Ministers regarding FTAs/RTAs.
(i)  To report on implementation of APEC Best Practice for RTAs and FTAs in the area of investment in individual IAP and between IAPs
(ii) To ensure information on and website links to the investment chapters in RTAs/FTAs. 
23.   The proposal received support in principle from IEG members and the Group agreed to continue to discuss intersessionally. 

Policy Dialogue

24.   The Chair explained the need to develop a relationship with ABAC that leads to joint projects that both sides find useful and proposed the revision of the steps to implement of policy dialogue with the ABAC business community on ways to improve the APEC investment environment.  The Group discussed the Chair’s proposal and agreed in principle to include the following steps in Action B and to continue to work on the details intersessionally.
(i) To undertake regular discussions with business representatives from individual member economies, including on specific investment challenges and ways to improve the APEC investment environment.  

(ii) To maintain regular contact with ABAC and PECC and other relevant business organizations including (i) discussion at IEG meeting of relevant ABAC recommendations to Leaders in the previous year and (ii) consideration of possible joint projects suggested by IEG or business organizations.

(iii) To Request input from ABAC and PECC on major APEC investment initiatives including through participation at IEG meetings and other IEG events such as workshops, seminars or investment symposia.

25.   The view was expressed that it might be premature to agree on the joint project on FDI in the financial sector without consultation with people in finance sector and the Group agreed not to indicate the project proposal on FDI in the financial sector specifically in CAP at this stage.  

Study and Evaluation

26.   New Zealand expressed its view that FTAs and RTAs between APEC member economies could make a greater contribution to achieving the Bogor Goals if there is a certain degree of convergence. The Chair proposed that IEG undertake work to identify possible common elements between the existing investment provisions in RTAs/FTAs and BITs. The Group supported Chair’s proposal and agreed to revise the Action F. The Chair will work on discussion paper intersessionally and back to the Group at the next IEG meeting.

27.   The Chair proposed that in the context of Mid-term Stocktake of the Bogor Goal IEG would assess the recommendations of Leaders as far as investment liberalization and facilitation and as necessary developing a new work program by early 2006 and revise the Steps to Implement in Action G. The Group agreed to further discuss it intersessionally.

Economic and Technical Cooperation   

28.   The Chair proposed to include the IEG/MAG joint workshop in 2006 in the Action L and the Group will continue to discuss revision of the CAP together with draft outline of the seminar.

29.   In the follow-up to the discussion in the meeting, member economies are requested to submit written comments shortly after the meeting. Subject to the written comments after the meeting, the Group agreed a number of changes to collective actions and steps to implement which are reflected in document 2005/SOM3/IEG2/004a except “Possible joint project proposal on FDI in the financial sector” in Time Frame of Action B.  The revised CAP will be publicly released intersessionally once finally approved.

APEC-UNCTAD Investment Facilitation Initiative

30.   Japan made report on the result of the Seminar on Investment Facilitation Initiative in cooperation with UNCTAD held on 1-2 September in Tokyo. Among issues keenly discussed were the need to establish comprehensive strategy on the BIT or Investment chapter of FTA and the need of coherency among numerous bilateral agreement of investment liberalization. Japan thanked the cooperation from member economies in the implementation of the seminar and summarized that the seminar provided new perspectives on IIAs and hoped it would be the first of a series of similar initiatives. 

32.   UNCTAD reported the background and main findings of the seminar. The key messages from the UNCTAD research as follows: 

•
There has been a shift from BITs to investment chapters of FTAs and this broadening in the geographic and substantive scope will likely continue, irrespective of what happens in WTO;

•
A marked shift from protection and promotion to liberalization;

•
Investment agreements have become and will continue to become more complex and the risk of more investment disputes heightened;

•
Economies need to be careful in negotiating IIAs but they can learn a lot from the experience of other economies;

•
There were various presentations that emphasized considerable innovation in investment rule-making:

· “new generation” agreements provide interesting innovations that point towards how to deal more effectively with the problems and gaps (and inconsistencies) associated with the current IIA universe -eg the new US Model BIT (which mirrors their FTA chapter);

–   innovation in areas like minimum standard of treatment, expropriation and    dispute settlement aim for greater clarity, consistency and certainty in how we negotiate such agreements.
33.   The Chair commended Japan for coming up with this important investment facilitation initiative and hoped that this would be a first step.  The Chair added that the seminar had discussed how FTAs are more than just trade agreements.  They are complex agreements across the whole range of economic activity so policy makers must take all relevant factors into account be they political, social or economic in deciding on how to prioritize its negotiating objectives in relation to FTAs.  Moreover, if your domestic policy settings are likely to conflict then you may not be ready to negotiate. Yet FTAs represent an important opportunity to drive and lock in domestic economic policy reform and reduce policy risk. In summarizing the outcomes for APEC, the Chair noted that APEC needed to do more: 

         •
to implement the Best Practices in negotiating our FTAs;

         •
to listen to what our business communities wanted in this area;

         •
to encourage more research and evaluation by organisations like UNCTAD and OECD and by business to consider innovation in investment rule making with the view to developing a list of key issues which could provide the basis for a menu or checklist approach for future agreements; and 

         •
capacity-building projects specifically directed at the developing economies in APEC – this is a critical issue in increasing their ability to negotiate investment chapters of FTAs.

UNCTAD Work Program

34.   The representative from UNCTAD gave a presentation on its current work program which includes research work on FDI and TNCs (including the World Investment Reports, Investment Policy Reviews, Investment Guides); its work programme on international investment agreements which aims to deepen the understanding on issues in IIAs; its range of research and analysis publications (the Pink series of books) e-tools (such as the on-line database of BITs) and its current technical assistance program. UNCTAD mentioned forthcoming training courses in Laos and Cambodia and later in Thailand. UNCTAD is also doing a pilot training course on investor-state dispute settlement in Washington in conjunction with the ICSID and the US Department of State.
35.  The Chair noted the wide range of research and technical assistance being conducted by UNCTAD of direct relevance to the work of the Group and commended members to consider future work cooperation with UNCTAD including possible joint projects as the recent Seminar in Tokyo is very much a first step.

Policy Dialogue on Investment Regimes
36.   New Zealand briefed on New Zealand’s oversees investment regime explaining how New Zealand managed to balance the need to continue to provide a welcoming investment climate with community concern about foreign investment in certain sensitive sectors such as the foreshore & seabed & fishing.

37.   Canada briefed on the proposed amendment on Investment Canada Act and explaining how Canada is handling heightened national security issues in screening foreign investments in Canada and there was a policy discussion on the security concern and investment. 

Progress Report on Investment Opportunities 2005 

38.  Korea gave the Group a progress report on the Investment Opportunities 2005 – Towards Co-Prosperity Through Partnership to be held in November including a detailed overview of the various events being staged. Korea noted that there would be very high level participation at the political, official and business group level.  It was hoped that the event would be more practically oriented than previous Investment Marts run in the past by APEC.  
39.   Korea also reported progress in planning for the APEC/OECD seminar on its policy framework for development initiative to be held as a part of the Investment Opportunities 2005 including its joint research with OECD on investment for development. The results of that research include exchange information on the effectiveness of investment targeting in investment promotion, corporate governance, and trade and investment under WTO regime and enhanced awareness of growing proliferation of FTAs/RTAs in the region and the implication to the accelerated investment liberalization in the region.

40.   The Chair thanked Korea and noted that they should be commended for the hard work they had obviously put in to bring the proposal so far forward from the one first submitted to IEG in May 2004.   
41.   The representative from the OECD thanked for planning the second APEC/OECD seminar after the first seminar had a good harvest and appreciated the seminar on investment embedded in business events. 

Policy Dialogue with OECD 

42.   The representative from the OECD briefed the Group on its recent work in the Investment Committee and circulated a brochure entitled “Promoting Investment for Growth and Sustainable Development Worldwide”.  The Group heard about a number of areas of interest for future cooperation with APEC including the OECD work on features and trends in international investment agreements, the Policy Framework for Investment (PFI) and investment statistics.
43.   The Chair noted that the work of the OECD presented a good balance to the other work contemplated on rule-making in that it focuses on important issues like harnessing the benefits of investment essential for development and the role of policy coherence. Responding to questions from IEG member, the OECD representative also informed the Group about work it had done on the theme of combating bribery and the OECD Guidelines for Multinational Enterprises.  As with the work of UNCTAD, the Chair encouraged member economies to consider possible collaboration with OECD in the form of joint projects of mutual benefit.
Dialogue with ABAC Representatives 

44.  Two ABAC representatives from Finance Working Group and TILF Working Group briefed the Group on some of its current and proposed recommendations to Ministers (and then to Leaders later in the year) in respect of the Non-Binding Investment Principles (NBIP) and on developing a check list of, and recommended policy response to, barriers and impediments to FDI in the financial sector and a checklist for financial services liberalization: goals and best practices.
Recommendation on the Non-Binding Investment Principle (NBIP) 

45.   ABAC explained that it had carried out an assessment of each of the APEC NBIPs with a view to improving the environment for cross-border investment.  The review gave due regard to WTO rules, investment components of RTAs/FTAs entered into my member economies and ABAC’s report to Leaders of 1996. ABAC said that last year in its report to APEC Economic Leaders it had recommended that APEC should amend or clarify the wordings of the NBIP in a number of areas (transparency, non-discrimination, national treatment, performance requirements, repatriation, entry and sojourn of personnel, taxation and removal of barriers to capital exports), add a new principle to cover IPRs, add a definition of investment and to implement the NBIP as a Pathfinder Initiative. ABAC thus tabled a proposal for IEG to amend and clarify the NBIP. 

46.   IEG decided to consider ABAC proposal on NBIP intersessionally and submit comments to Chair by the end of October and to form a Friends of Chair Group to bring forward a discussion paper to the next IEG meeting. 
Checklist for impediments to FDI and financial services liberalization

47.   ABAC also discussed its two checklists that it had developed in the financial services area.  First it had developed a checklist on Financial Services Liberalization – Goals and Best Practices (2005/SOM3/IEG2/013) which was a contribution to help member economies assess offers at the WTO Doha Round but could also be used similarly in the context of RTA/FTA negotiations. ABAC requested that APEC consider using this checklist and developing an APEC initiative on financial services liberalization.  
48.   The second checklist on Barriers and Impediments to Foreign Direct Investment – Checklist and Recommended Policy Response (2005/SOM3/IEG2/012) arose specifically out of a request from APEC Finance Ministers who asked ABAC to do a study to identify the main barriers to investment in the finance sector – the resulting report – the Dietrich Report – was based on case studies conducted in four member economies. The Dietrich findings were taken a step further by producing a list of guiding principles used by businesses to evaluate direct investment opportunities - this led to a list of basic and specific requirements needed to fully realize the benefits of FDI.  From that ABAC was able to produce a checklist that identified the main barriers to FDI, the real issues or concerns for business and finally practical recommendations on policy response.  
49.   ABAC had taken both these checklists to Geneva and had received very encouraging feedback.  ABAC asked IEG for assistance in two areas – one to update the statistical work in the Dietrich report and then second, to consider how the checklists might be used by IEG Group in its work (CAP) on RTAs/FTAs.  
50.   The Group noted that many aspects of the checklists apply to investment generally.  However, there was some concern that work on financial services, in particular, may best be undertaken by GOS. In any event, IEG agreed to discuss this further with ABAC.
Establishment of Small Group for Project Evaluation

51.   The Secretariat suggested establishing a forum small group for the evaluation of the project proposals (QAF) and the evaluation reports of the completed projects of the IEG. Chinese Taipei and Thailand agreed to serve on this permanent group and it was further decided that economies need only serve for one year at a time. The Chair said that there was still room for one or two more member economies to serve in 2006.
Date and Venue of the Next Meeting.

52.  The next meeting will be held in the margins of SOM I in Viet Nam, tentatively in February 2006. The APEC Secretariat noted that it will discuss the precise dates later with the host economy bearing in mind comments received from member economies to minimize the gap between IEG and CTI. 
Document Access

53.   The Group agreed on the documents access to the meeting documents circulated at the meeting.

IEG Convenor’s Report to 3rd CTI meeting and Chair’s Summary Report
54.  The Group considered and endorsed a proposed report to CTI. The Chair noted that his summary report of the Group’s discussion and the revised Collective Action Plan will be circulated for comment and approval as soon as possible after SOM3 meetings have finished. 
