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Chair’s Summary Report

APEC Investment Experts’ Group (IEG) Meeting

Canberra, Australia

21-22 January 2007

Introduction

The first meeting for 2007 of the Investment Experts’ Group (IEG) was held on 21 and 22 January 2007 in Canberra, Australia. Mr. Roy Nixon, Senior Adviser, Treasury of Australia chaired the meeting.

The meeting was attended by representatives from 21 economies (Australia, Brunei Darussalam, Canada, Chile, China; Hong Kong, China; Indonesia, Japan, Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, Peru, Philippines, Russia, Singapore, Chinese Taipei, Thailand, United States and Viet Nam).  More than 50 persons attended including two representatives from ABAC and representative of OECD as invited guests, and Program Directors from APEC Secretariat.
Opening Remarks and Business Arrangements
The Chair welcomed all delegates for the first IEG meeting for 2007 in Australia, and Australia as a host economy invited all participants of the meeting to a lunch hosted by the Australian Treasury on 22 January.
Adoption of Agenda

The Group adopted the draft annotated agenda.  
Reports on Activities and Developments since the last IEG Meeting in September 2006 in Hoi An, Viet Nam.

(a)  IEG Convenor’s Report
The Chair reported on IEG activities and developments in APEC related to IEG since the last IEG meeting held in Hoi An in September 2006.

· Project

Six projects for 2006 were completed and the revision of the Investment Guidebook is also due for completion this year. For 2007 six project proposals were approved at BMC2 2006 and another four 2007 projects are being submitted to BMC1 in March 2007 for urgent TILF funding. 

There are some suggestions for further IEG projects which include:    

–
capacity building on the Non-Binding Investment Principles and their usefulness as an instrument to promote investment liberalisation;

–
recent best practice in IPAs

–
corporate social responsibility in the APEC region including a review of existing global or regional instruments; and

–
issues relating to investment in the energy sector;  

· ABAC Dialogue

In their 2006 statement Ministers stressed that Fora be asked to give due consideration to relevant ABAC recommendations as they develop and carry out their work plans for 2007.  Additionally, Fora are asked to include in their annual reporting to SOM any actions or deliverables that are generally or specifically responsive to ABAC’s recommendations. 
· Cross-fora collaboration and information exchange
· Finance Ministers Process: In December 2006 IEG Convenor attended The Senior Finance Officials’ Meeting in Bowral. One of the sessions at this meeting highlighted the fact that the recovery of investment after the 1997-98 crisis and 2001 slowdown has been weak and erratic. Concern has been expressed that this relative weakness of investment is not simply cyclical and that more deep-seated factors are at play which might signal more permanent or long term difficulties in achieving higher growth. 
· Economic Committee: In 2006 the Economic Committee shifted its focus to a structural reform agenda and held a seminar on structural reform priorities in APEC economies in the margin of SOM1 in 2007. 
· Ease of Doing Business: The agenda of “Ease of Doing Business” identified of four key areas for further action including: easing regulatory burdens through development of simpler, more transparent and efficient administrative systems; reducing taxation complexity; improving access to finance; and addressing labour law complexity.  The SMEWG will hold capacity-building workshops in these areas, from 2007 to 2010, with the aim of sharing best practices

· Transparency templates

CTI developed a template which it believed would be more suitable for assessing the implementation of the transparency standards. Template has now been approved by SOM so members are being asked to complete the template for implementation of Investment Transparency Standards by SOM 2.

· Model measures

Ministers agreed on a set of 6 model measures for commonly accepted chapters of FTAs in 2006 and instructed Senior Officials to continue work on model measures in 2007 so that model measures for as many commonly accepted RTAs/FTAs chapters as possible can be developed by 2008.  Investment remains one of the chapters still being worked on at the CTI level.  

· APEC 2007 theme

APEC Australia 2007 broad theme is Strengthening our Community, Building a Sustainable Future and APEC Economic Leaders have set a challenging and ambitious agenda for 2007: Responding to the forces of regional economic integration, the economic reform agenda, energy issues and competitive regionalism. Key issues are strengthening the multilateral trading system, economic reform and trade facilitation, human security, energy security and APEC Reform. 

· CAPs

CAPs were again the focus of attention by Leaders and CTI and its sub-fora will be asked to review the implementation of CAPs and consider establishing an annual review mechanism for CAPs and incorporating pathfinder initiatives with capacity building elements in the development of CAPs. 
· IAP Peer Review

The IAP Peer Review process was held for 4 economies last week.
· Others
APEC e-newsletter issued last November included an article on what IEG is doing, which is available at IEG site of AIMP.

(b)  APEC Secretariat Report
APEC Secretariat presented its 2007 APEC Secretariat Report on APEC Developments.  The Secretariat briefed the Group on the Project Database (PDB) in the APEC Information Management Portal (AIMP), which is being launched in January 2007, and advised that PDB is a project management system as well as a database so members should understand how to use this on-line system. The Secretariat also briefed the Group on the timetable of project proposals for 2007, including urgent project proposals to be submitted to BMC1 2007. 

APEC/CTI’s priorities and expected outcomes from CTI and its sub-fora for 2007

CTI Chair made presentation on APEC/CTI’s priorities and expected outcomes from CTI and its sub-fora for 2007.  The following areas are CTI priorities for 2007 and the workplan of Investment is expected to develop in IEG.

· Support for the WTO

· RTAs/FTAs

· Trade Facilitation

· Digital Economy and Intellectual Property Rights

· Transparency

· Investment 

CTI Chair also explained that Structural Reform is a significant component of APEC agenda to create better business environment focusing on behind-the-border issue and that CTI and CTI sub-fora need to coordinate with Economic Committee and Finance Minister’s Process in working on this issue.

There was an exchange of views between the Group and CTI Chair in particular on the linkage between the structural reform agenda promoted by Economic Committee and the work of IEG focusing on the behind the border issue. 
Japan informed the Group that it is trying to conclude investment chapter of model measures as scheduled by Ministers and that it will organize an informal meeting to discuss the draft back-to-back with IEG meeting in SOM II drawing on the expertise of IEG members. 
IEG Projects

(a) Reports on Completed 2006 Projects
(1) Enhancing Investment Liberalization and Facilitation in Economic Development in the Asia-Pacific Region (Stage1)
Australia made a short presentation on the major outcomes of the stage 1 of the project with the publication of the final report tabled at the meeting. 

(2) APEC-UNCTAD Study and Regional Seminar on Investor-State Dispute Settlement   

Mexico reported on the outcome of the APEC-UNCTAD Study and Regional Seminar on Investor-State Dispute Settlement (ISDS) held in Mexico City on 9 and 10 October 2006. The database of treaty-based investor-State dispute settlement cases is now available at the UNCTAD website, which will be linked with the IEG website with the support of the APEC Secretariat. Mexico encouraged IEG members to update the database as well as to utilize it. Emphasizing the importance of this issue Mexico urged the Group to follow up the achievement of the seminar.   

(3) APEC Investment Forum  

Viet Nam reported on the outcomes of the APEC Investment Forum, which was successfully held in Ha Noi on 15 and 16 November 2006 with over 1,000 participants including delegates from member economies, overseas investors, representatives of international organizations. Viet Nam thanked member economies for its support at the forum.

(b) Reports on Ongoing 2006 and 2007 Projects
(1) Enhancing Investment Liberalization and Facilitation in Economic Development in the Asia-Pacific Region (Stage2)

Dr. Andrew Stoeckel, Executive Director, Centre for International Economics, Australia made a presentation on the basic framework to be used in analysing the impact of the behind-the-border barriers to investment in stage 2 and outlined the selection of the five proposed case studies. There was an exchange of views on issues related to the case studies including the definition of “barrier” to investment in relation to the investment policy to make balance between the FDI and development of domestic industry, and the possible cultural aspect of the barrier to investment. 

Also concern was expressed by a member economy that the information provided from non-government sector in the case study may not necessarily be based on the balanced view. Australia explained that it will keep member economies informed of the information obtained from the non-government sector of member economies for comments and that it remains  open to any comment provided by member economies in carrying out the case studies intersessionally.
(2) Progress Report on Publication of the 6th Edition of the APEC Investment Guidebook
Australia reported progress on the publication of the 6th APEC Investment Guidebook.  So far all economies but two have submitted their contributions to Australia based on the agreed format for the survey questionnaire and thanked member economies for their contributions. Australia presented draft chapters of Introduction, Investment Trends in the APEC Region and Investment Agreements in the APEC Region for consideration of member economies. Australia also informed that ABAC kindly provided draft forward to the investment guidebook as the recognition by the business communities. Australia explained that final draft will be circulated in March for the discussion at IEG2 in SOMII.
(3) High-Level Public-Private Policy Dialogue on the Policy Framework for Investment

Australia reported on the progress of the preparation for the High-Level Public-Private Policy Dialogue on the Policy Framework for Investment to be held 26-27 April 2007 and presented a draft agenda for comment. In response to the question raised by a member economy Australia clarified that Viet Nam may present a case study given the priorities-setting task for a PFI Assessment of Viet Nam has already been completed and its report will be available then. 

Concern was expressed by a member economy on the panel discussions about the PFI, which is still under consideration, as a “Regional Peer Learning Tool” and for “Policy Reform Priorities” in the draft agenda and suggested modifications on this point. Australia clarified the purpose of the panel discussions and agreed to finalize the draft agenda taking account of the comments.

(4) Study of the Core Elements in Existing RTAs/FTAs and BITs

New Zealand reported on the progress of the study of identifying core elements in existing RTAs/FTAs and BITs that so far 27 samples have been collected and it wished to receive a few more samples, in particular samples by developing economies, by 31 January 2007.  New Zealand also reported that Tony Hinton, who has rich experience in this area, was selected as a consultant working for step 2 and 3 of the project. 
(5) Survey on Investment Liberalization and Facilitation, and Symposium on Investment Liberalization and Facilitation

Japan reported on the progress in the preparation of the survey on Investment Liberalization and Facilitation and Symposium on Investment Liberalization and Facilitation. Japan explained that the survey will be an academic team lead by Prof. Urata supported by the Japan Machinery Center for Trade and Investment and that the symposium will be held on 29 May 2007 Tokyo back-to-back with 2nd ABAC meeting in Tokyo based on the result of the survey, and requested travel eligible economies to nominate two participants by 30 March 2007.  

In response to the question Japan explained that details of the symposium as well as the ten common issues on investment liberalization and facilitation to be identified by the survey will be available for the discussion at IEG2. 

(6) Seminar for Promoting Public-Private Sector Dialogue

Japan reported on the progress in the preparation for the Seminar for Promoting Public-Private Sector Dialogue that it will be organized by Tokyo Chamber of Commerce and Industry in June 2007 back-to-back with IEG3 in Australia and presented draft program for comments. 

Australia pointed out the tight schedule of SOMIII and advised that Japan should consult with Australia as host economy on the date of the seminar well in advance. The Chair pointed out the synergy between the seminar of Achieving Better Practice by APEC Investment Promoting Agencies focusing on its role of policy advocacy proposed by Australia and this seminar. 
(c) New Project Proposals for 2007 and 2008
(1) IEG/GOS Workshop on the Relationship between Investment and Trade in Services in RTAs and Other International Investment Agreements

The Chair reported that the IEG/GOS Joint Workshop between Investment and Trade in Services in RTAs and Other International Investment Agreements was endorsed intersessionally by both IEG and GOS and that it would be jointly implemented with GOS under the new Convenor, Dr. Gloria O. Pasadilla from Philippines. Members requested Australia to set the date of the workshop between IEG and GOS in order to maximize the participation from both IEG and GOS.
(2) Achieving Better Practice by APEC Investment Promotion Agencies in Policy Advocacy and Dispute Resolution
Australia presented the project proposal on Achieving Better Practice by APEC Investment Promotion Agencies in Policy Advocacy and Dispute Resolution for endorsement. In response to the question by a member economy Australia clarified the relationship with the project proposal on Follow-up Workshop on Investor-State Dispute Settlement and its Impact on Investment Rulemaking proposed by Philippines. The Group endorsed the project proposal.

(3) Phase II of Pilot Project: for Policy Framework for Investment Assessment of Viet Nam
Australia presented the project proposal on the Phase II of Pilot Project: for Policy Framework for Investment Assessment of Viet Nam for endorsement. Australia explained that phase I of the PFI assessment has already undertaken by self-funding of OECD, Japan, Australia and Viet Nam and the project proposal is requesting APEC contribution to assist in implementation of phase II of the assessment. Viet Nam thanked Australia to propose the project and clarified that this is solely voluntary exercise by Viet Nam and that it does not mean setting any precedent for other economies to follow.  

Many economies including Canada, Japan, Mexico, New Zealand, the United States,and  Korea together with the representative from ABAC expressed their support to the project proposal. Mexico volunteered to share its experience of testing PFI under the framework of OECD with member economies at the future IEG meeting in addition to the Viet Nam’s case. ABAC representative informed that ABAC has endorsed PFI as a useful tool in particular to improve the current weak FDI after the Asian crisis in 1997-98. On the other hand, cautious view was expressed by one member economy that PFI as a new tool has not yet been adopted by APEC and that for this reason it is not appropriate to use APEC fund to test PFI for a member economy at this stage even it is an individual exercise. 

There was an intensive discussion in the Group on whether IEG should approach to testing PFI in APEC but no consensus was reached on the project proposal. . 
(4) APEC-UNCTAD Follow-up Workshop on Investor-State Dispute Settlement and its Impact on Investment Rulemaking 
Philippines presented the project proposal on APEC-UNCTAD Follow-up Workshop on Investor-State Dispute Settlement and its Impact on Investment Rulemaking for endorsement, which is a follow-up to the seminar on the same issue in Mexico in October 2006. There were comments from members that the workshop should not be reproduction of the previous seminar and the proposal should make it clear that the project will benefit all member economies in the whole APEC region not only in Asia in particular. Philippines was requested to revise the project proposal incorporating those comments to get endorsement of the Group intersessionally by 31 January 2007. 
(5) Project proposal for 2008: “Investment Liberalization and Facilitation in Infrastructure” and “Good Governance on Investment Promotion” 
Peru presented concept papers of the two project proposals, Seminar on Investment Liberalization and Facilitation in Infrastructure and Seminar on the Good Governance on Investment Promotion, which are planned to be held in Peru in the margin of SOM2 and SOM3 in 2008 respectively. Chile, China, Japan, Mexico and U.S.A. expressed its support to the proposals in principle. Peru welcomed further comments from members intersessionally and will prepare the draft project proposals for the consideration of member economies at IEG2. 
Further Discussion of OECD methodology for undertaking PFI Assessments
Mr. Jonathan Coppel, Senior economist in OECD was invited to make presentation on the OECD methodology for undertaking PFI Assessments. He briefed the Group on the basic idea about PFI Users’ Handbook as well as the process and timeline of developing the Handbook. 

Clarifications were sought by member economies on how the PFI has been tested in different contexts in various countries and how the result of these testing will be incorporated into the development of the Handbook. Viet Nam as APEC member economy has also undertaken Phase I of the PFI assessments. The Group was informed that the results of the testing PFI in other region are available at OECD website. 
IEG work plan for 2007

The Group discussed draft IEG work plan prepared by IEG Convenor. There are some comments by members. Given that two pending project proposals will be further discussed intersessionally the Group agreed to consider the revised work plan incorporating those comments for endorsement intersessionally.   

IAP Peer Review

The Chair reported on how IEG contributed to the IAP Peer Review Process for Hong Kong, China and Chinese Taipei and thanked member economies for their valuable contributions. The Chair also informed that the Group will consider how IEG will undertake a trial of option 2 and 3 at SOM3 2007 after reviewing the result of the trial of option 3 at SOM2 in detail at IEG2.

ABAC Priorities for 2007
Ken Waller, ABAC representative briefed the Group on the ABAC priorities for 2007, which includes the following points.

· Structural Reform is one of the key challenges set by Leaders for 2007 and ABAC will support the works of Economic Committee and Finance Ministers Process as cross cutting issue. IEG working on the behind-the-border issue is expected to make contribution in this area. 

· ABAC has restructured its working groups for 2007 as follows.

· Liberalization Working Group – What ABAC can do for the Bogor Goal, RTAs/FTAs, FTAAP and Investment

· Facilitation Working Group– Behind-the-border issue, ease of doing business, and supply chain security

· Planning and Resources Working Group– IAP Peer Review process, how to make APEC more effective 
· Technology Working Group–Information, technology and energy issue

· Finance and Economic Working Group –Economic issue and structural reform, the support to FMP

· Communication Core Group–Outreach activities by ABAC 

Forum Small Group for Project Evaluation
Indonesia and Canada volunteered to serve as new members of the Forum Small Group for project evaluation for one year in 2007 replacing Chinese Taipei and Thailand, which was welcomed by the Group.

The date and venue of the next IEG meeting

Australia informed the Group that IEG2 is tentatively scheduled for 16-17 April 2007 in Adelaide, Australia.
Document Access

The Group reviewed the document classification list and members were requested to send comment, if any, to the APEC Secretariat. 
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