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APEC COMMITTEE ON TRADE AND INVESTMENT

THIRD MEETING FOR 2008: LIMA, PERU, 19-20 AUGUST 2008

CHAIR’S SUMMARY RECORD OF DISCUSSION

INTRODUCTION

1. The Third Meeting of the Committee on Trade and Investment (CTI) for 2008 was held in Lima, Peru, 19-20 August 2008.  Ms Elizabeth Mary Chelliah of Singapore’s Ministry of Trade and Industry chaired the meeting.  Representatives from Australia; Brunei Darussalam; Canada; Chile; the People’s Republic of China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; Mexico; New Zealand; Peru; the Republic of the Philippines; Singapore; Chinese Taipei; Thailand; United States of America and Viet Nam participated in the Meeting.  The APEC Secretariat was also present.  Representatives of ABAC attended the meeting as well.  

CHAIR’S OPENING REMARKS AND BUSINESS ARRANGEMENTS

2. The CTI Chair extended a warm welcome to all delegates to the third and last CTI meeting of 2008. She also thanked Peru for the warm hospitality and excellent arrangements made for the CTI and its associated sub-groups’ meetings. As this was the last meeting for the year, the Chair hoped that members would be prepared to explore ideas of what they would like to see being done in 2009.  
3. The Chair outlined briefly the business arrangements for the two-day meeting.  She thanked all economies and FOTC leads who have been working hard intersessionally to take forward the Committee’s work programme.
ADOPTION OF THE AGENDA

4. The Committee adopted the draft annotated agenda (see 2008/SOM3/CTI/001) with some minor adjustments to the order of the discussion. 

MATTERS ARISING FROM RECORD OF LAST MEETING

5. The Committee noted the intersessional approval of the Chair’s Summary Record of Discussion of the CTI Meeting held on 25-26 May 2008 in Arequipa, Peru.
SUPPORT FOR THE MULTILATERAL TRADING SYSTEM

6. The MAG Convenor reported on the key outcomes of the Group for 2008 as outlined in his Convenor’s report at 2008/SOM3/CTI/003.  The Convenor raised two issues for further consideration and discussion at CTI. These were: (i) Proposal for Initiating an Environmental Goods and Services (EGS) work programme framework and (ii) rules of origin (ROOs).  

7. MAG members had an intensive discussion on the proposal by Singapore for initiating an environmental goods and services (EGS) work program framework (the Framework), which addresses every aspect of EGS sector holistically with a clear main objective of promoting the development of EGS sector in APEC. The proposal was made in response to instructions from MRT 2008 to elaborate a work program to advance APEC work on environmental goods and services.  Some member economies were concerned over the inclusion of certain proposals in the paper while some were concerned over the precise language of the proposal.  MAG, therefore, was not in the position to adopt the proposal but it agreed on the substance and principle of the proposal. It also agreed that Singapore may want to work intersessionally to finalize the language for endorsement by MAG and by CTI and if approved, it could be included in AELM in November.  
8. In response to the REI mandate on ROOs, the MAG discussed and adopted a proposal by Australia and the United States to conduct analytical work on preferential ROO with regard to specific sector(s) according to the following suggested time table:
· By 13 September - Economies are invited to volunteer as lead economies to lead the analysis of particular sector. 

· At MAG 1, 2009 - Lead economies are to present the inventories of approaches based on template.

· At MAG2, 2009 – Industry is to be invited to hear views and reflect in the analysis.

· At MAG3, 2009 - Lead economies are expected to submit their analyses of various approaches on ROOs which is expected to be adopted and forward to CTI3 for endorsement.

9. The Committee welcomed commencement of work in MAG to respond to MRT’s instruction to elaborate a work program to advance APEC work on environmental goods and services.  CTI agreed that Singapore would continue to work towards finalization of the Framework and that projects and activities that may be identified under the Framework may come from the other APEC Committees or sub-fora. Noting MRT’s instructions CTI agreed to complete a work program to advance APEC work on environmental goods and services for delivery by MRT 2009.

10. The GOS Convenor briefed the meeting on the outcomes of the GOS meeting held on 18 August 2008.  GOS approved a Capacity Building Seminar on Trade in Health Services, which along with an earlier endorsed project on Legal Services Initiative, gives GOS two programs to pursue in 2009.  She noted that discussions on another project concerning competition policy and services were ongoing. 

11. The GOS Convenor also provided an update on the group’s work program for the year, viz:

· APEC Training Seminar on Trade in Energy Services held in Manila, 21-23 July.  The economy presentations provided very useful insights as well on domestic regulations affecting the energy services sector of the economy. 

· The joint GOS-CPDG Conference on Competition Policy in Services held on 17 August. Several experts from OECD, UNCTAD and other economies were invited to share their experiences on complex interface between deregulation and competition policy in services.

· Three other projects, namely Capacity Building Seminar on Transnational Education Services; Capacity Building Seminar on Measurement of Services Trade; APEC Seminar on the Impact of Liberalization on Trade in Services; and the Survey on Trade Liberalization in Environmental Services were on track for completion this year. 
12. The GOS Convenor also took the opportunity to share her observations on some of the difficulties encountered by the Group over past two years. She noted that a relatively small number of services experts participate in the GOS meetings and that this was compounded by concerns over the cost of sending their experts to a one-day GOS meeting.  To address the problem, the Convenor had tried to tie up the GOS meetings with a back to back conference which GOS delegates should find useful, either organized by GOS or by other  groups, in order to make the cost of the trip of the services expert worthwhile. Despite this, she noted that GOS often took a back seat when problems of multiple commitments within APEC and scheduling conflict crop up.  As such, she raised for CTI’s consideration, the possibility of having the GOS meet only twice instead of three times in order to maximize the activities of the GOS, and at the same time, encourage the  more intense utilization of email communications.   The Convenor also sought instructions from CTI on areas of further work that CTI deems fit that GOS should concentrate in.

13. The Chair thanked the Convenor for her report. (see 2008/SOM3/CTI/004 for the Convenor Summary Report). Noting that a significant amount of services-related work could arise should there be consensus for APEC to start doing work on trade logistics (to be discussed under the trade facilitation agenda), the Chair suggested deferring a decision on the frequency of GOS meetings until the development on the trade logistics issue was clearer.  The Chair also urged economies to think about what new issues and/or ideas that they could bring to GOS as contribution to the strengthening regional economic integration (REI) agenda. 
STRENGTHENING REGIONAL ECONOMIC INTEGRATION

a)
Exploring a FTAAP
Rules of Origin (ROO) and the TPD on ROOs

14. CTI reviewed the outcomes of the half-day Trade Policy Dialogue (TPD) on the effects of rules of origin (ROOs) on trade held on 19 August 2008.  The TPD helped members to better understand the challenges arising from the complexity of ROOs in existing trade agreements in the region due to a lack of consistency in ROOs procedures and application. CTI noted that this in turn gave rise to differing interpretations for ROOs and that the diversity was there to protect domestic industries from foreign competition.  

15. The Committee also exchanged views on possible additional areas of work related to ROOs (for example, examination to various approaches preferential ROOs; advantages and disadvantages of tariff shifts and regional value content methods; lifecycle of ROOs; flexible ROOs; and cumulation rules of origin; CRO).  The CTI noted and welcomed the proposal by MAG to conduct analytical work on preferential ROOs on a sectoral basis as it would allow members to seek common approaches within APEC.  Members further noted that cumulation would be another ROO tool that could be used to either facilitate meeting ROOs criterion within the regional context or link FTAs.  In this regard, CTI directed that MAG could also initiate work on additional areas of technical work, including possibly an examination of various approaches to preferential ROOs and/or discussion of issues related to cumulation. Building on this ROOs work at the MAG, the CTI agreed to convene a TPD at CTI2, 2009 on ROOs. 

Convergences/Divergences Study on APEC FTAs

16. Peru updated the meeting on status of the Convergences/Divergences Study on APEC FTAs.  The overviews of some of the chapters that have been completed include market access; ROOs; customs procedures; sanitary and phyto-sanitary measures (SPS); technical barriers to trade (TBT); environment; investment; labour and cross border services can be found at document number 2008/SOM3/CTI/028.  Aside from the matrices and the overviews that have been concluded, Peru also gave a presentation on the pilot version of the FTA/RTA Database it was developing that would allow the comparison of different chapters and the matrices that have been prepared.   CTI welcomed the near completion of the convergences/ divergences study on APEC FTAs as well as the effort by Peru to develop a pilot database that enables the comparison of the provisions of the 30 FTAs analyzed in the study.   CTI agreed to provide comments on the completed overviews and matrices of the study by the end of September, so that the report and the database could be finalized for presentation to Ministers in November.  
17. Economies noted that several new FTAs have been concluded since the commencement of the study, and suggested that the CTI look into taking on these additional analyses. CTI began discussions on how best to carry out this additional analysis, as well as how to update and maintain the database, to ensure the greatest level of consistency going forward.  Several ideas were floated including a suggestion to get the Policy Support Unit (PSU) or the APEC Secretariat to oversee the additional analysis as well as to maintain the existing work.  
18. At this juncture, the PSU Manager, Mr. Philip Gaetjens took the opportunity to outline how the PSU work program would be developed. The work program and priorities of the PSU are determined by member economies through the major stakeholders which are the EC, CTI and Senior Finance Officials. Proposals sponsored by these Committees will be endorsed by the Governing Board of the PSU (which is a combination of the Troika and ‘donors”) and Senior Officials. The PSU manager noted that as the other aspect of PSU focus was to create new capabilities in policy and research, i.e. doing work that had policy implications and outcomes. Hence it would appear that updating an ongoing document would not necessarily be sufficient to fulfill the PSU governance guidelines.
19. The Chair thanked the PSU manager for his clarification on the scope and nature of the PSU’s work program and agreed to think further on how best to take forward the Convergence/Divergence study. The Chair also thanked Peru and others for the intensive work that has gone into the study.
Review of Existing Analytical Work Relevant to a Possible FTAAP

20. Korea briefed the meeting on Indonesia, Peru and its own behalf, on a paper containing a review of existing analytical work relevant to a possible FTAAP and assessing the need for additional analytical work. (see 2008/SOM3/CTI/036).  A review of more than 50 existing analytical works on FTAAP was undertaken in an attempt to answer issues regarding rationality, desirability, feasibility and sustainability of an FTAAP and to share ideas on practical ways towards an FTAAP.  Based on these analyses, it was suggested that APEC: 

· conduct further studies to quantitatively estimate the likely effects of an FTAAP with precisely designed  scenarios, that is: 

· Considering case-specific experiments including (i) different provisions of liberalization; (ii) different evolutionary paths; (iii) different combinations of membership; (iv) different coverage of scopes; (v) different types of the RTA;

· Considering sector-specific experiments and member-specific experiments
· conduct descriptive and intuitive analysis on institutional issues relevant to the feasibility of FTAAP, viz:
· How to harmonize with existing FTAs/RTAs, 

· How to utilize regional cooperating mechanisms such as the ASEAN+3, ASEAN+6, NAFTA and P4 as platform

· How to develop modality and associated scope of coverage, membership and time frame

· Issues relevant to the institutional reform of APEC 

· Politico-economic aspects of FTAAP from the perspective of regional institutional architecture

21. CTI thanked Korea, Indonesia and Peru for the extensive work they have done. Noting the potential synergies, as well as possible overlap with the work on the inventory of issues relevant to the FTAAP, the Committee agreed to provide comments on the findings by 19 September.  
22. The Committee discussed a preliminary draft work plan developed by the FOTC on REI led by the United States, to advance the CTI-related REI actions in 2009 (see Annex 2 to 2008/SOM3/018) and agreed to further develop and elaborate it for consideration and adoption at CTI1 next year.  Notwithstanding this, the Committee agreed that FOTC could begin looking into ways to engage with the EU and ASEAN to share their experiences on docking and merging of FTAs. 

b)
Promotion of RTAs/FTAs

23. CTI reviewed progress on all remaining model measures that were forwarded from 2006/2007 and agreed economies would provide comments to drafting economies by 15 September to enable the texts to be finalized intersessionally for consideration and endorsement at CSOM for presentation to Ministers in November. Copies of these texts can be found at 2008/SOM3/CTI/007 (anti-dumping); 2008/SOM3/CTI/008 (subsidies and countervailing measures); 2008/SOM3/CTI/009 rev1 (investment) and 2008/SOM3/CTI/011 (safeguards). 
24. Korea, New Zealand and the United States jointly tabled a new proposed model measure on labour for consideration by CTI. (see 2008/SOM3/CTI/034). While some economies expressed reservations in proceeding with this model measure, CTI agreed that members will provide written comments to the coordinating economies by 15 September. 

c)
Trade Facilitation and Transparency
25. Hong Kong, China reported on behalf of the FOTC on progress in the implementation of the second Trade Facilitation Action Plan (TFAPII).  Following the adoption of a set of Key Performance Indicators (KPIs) and reporting methodologies at CTI2 to measure the progress of implementing the agreed actions and measures in TFAPII for implementation by sub-fora collectively, sub-fora were expected to submit consolidated reports on progress of such collective actions in the agreed template.  BMG and the ECSG have finalized their reporting methodologies and submitted their progress reports to the Chair. For the SCCP and SCSC, they have also confirmed the KPIs adopted and the reporting methodologies and were targeting to submit their reports on the KPIs by October.  
26. Hong Kong, China took the opportunity to clarify the two points raised by the SCCP in their letter to the CTI Chair. One was on the selection of KPIs for calculating the 5% reduction in transaction costs which may have been somehow misunderstood by the members of SCCP. As clarified by Hong Kong, China, to measure the reduction in transaction costs by APEC economies as a whole by 2010, the 4 relevant sub-fora were asked to select at least one KPI they have identified that can easily be used for calculation of transaction costs savings. The second question raised by the SCCP was on the reporting time frame. Hong Kong, China clarified that the period of measurement of TFAP1 was up to end Dec 2006. For TFAPII, it was endorsed by MRT in 2007 with the reporting period from 1 Jan 2007 to end Dec 2010.   CTI noted that the sub-fora were having difficulties with this exercise.  Lacking expertise in this area, CTI requested the PSU Manager to assist in this exercise by developing the reporting methodologies for CTI’s consideration.
27. CTI noted that follow up work on the 2007 World Bank’s Study on Transparency and Trade Facilitation in the Asia-Pacific: Estimating the Gains from Reform was an area for collaboration with the Economic Committee in identifying behind the border trade barriers.  It was agreed that the CTI Chair would concurrently get in touch with the World Bank to follow up on this item. 
28. Noting the importance of trade logistics in the REI agenda, CTI agreed to focus on this area for the upcoming CTI 1 TPD in 2009.  The PSU Manager noted that was an area which he could provide assistance via a policy background paper.  In addition, CTI noted that there were issues within this area that GOS could take up, and hence agreed to task the GOS to look at incorporating cross border services into its work program.

29. The assistant to SCCP Chair presented, on behalf of the SCCP Chair, the outcomes of the year’s 2nd SCCP meeting held in Cusco on 14-17 August, highlighting (i) progress achieved by the Single Window Work Group Phase 2 in implementing the single window initiative; (ii) joint session between the SCCP and ECSG on 12 August; and (iii) successful conclusion of the APEC Customs-Business Dialogue (ACBD) held in Callao on 12 August. (see 2008/SOM3/CTI/013 for the SCCP Convenor Summary Report).  
30. The assistant to SCCP Chair also drew the Committee’s attention to the letter from the SCCP Chair to the CTI Chair on the TFAPII KPIs issue and the decision at SCCP2 to maintain the 6 KPIs that were approved at SCCP1 in February.  He also reported that SCCP noted that some economies may not be able to use the TRS KPI as a measurement of transactions. Rather they would have to use some other measurement.
31. The CTI Chair thanked the SCCP Chair’s Assistant for his report and for raising the TFAPII KPI measurement issue. She noted that Hong Kong, China as the lead for the FOTC on Trade Facilitation has earlier clarified that there had been misunderstanding on the letter she sent out.  The Committee  approved the following projects for submission to the October BMC Meeting: 

· Capacity Building Workshop Series and APEC Single Window Working Group Phase 2 Workshop 

· Implementing the APEC Framework for Secure Trade

· Organizing the APEC Customs-Business Dialogue in 2009

· Workshop on Implementation of Valuation Advance Rulings in APEC Member Economies 

· Seminar on Implementation of Border Measures for IPR Protection 

· Experience Exchange in the Adoption of Tools for Goods Identification. 

32. The SCSC Chair reported on the outcomes of the SCSC2 Meeting held in Cusco on 12-13 August, highlighting the following:

· The approval by SCSC of the reporting methodology for its TFAPII KPIs and its agreement to complete the report by 15 October for submission to CTI intersessionally.    
· The successful conclusion of the various standards and conformance events which included:  (i) Workshop on Strengthening Chemical Metrological Infrastructure, 6-7 August 2008, Cusco; (ii) Seminar on National Food Safety System and Risk Analysis, 6-8 August 2008, back to back with the 7th Standards & Conformance. The seminar is an initiative under the Food Safety Cooperation Forum; (iii) 7th Standards and Conformance Conference, 10-11 August 2008, Cusco; and (iv) 5th Conference on Good Regulatory Practice, 9 Aug 2008, Cusco.  (see 2008/SOM3/CTI/012 rev1 for SCSC Convenor Summary Report).
· The establishment of the APEC Food Safety Cooperation Forum (FSCF) Partnership Training Institute Network (PTIN), which is aimed at increasing participation of the private sector and academia in the training aspects of the FSCF.  The APEC FSCF PTIN was endorsed as an initiative upon its finalization of TOR approved by the FSCF and SCSC intersessionally. SCSC agreed that CTI approval will be sought for inclusion in its 2008 deliverables list to SOM, as well as Ministers’ identification of APEC FSCF PTIN as a major food safety deliverable for Leaders’ attention.
· The endorsement of 9 new project proposals for CTI’s approval and onward transmission to the BMC:

· APEC Food Safety Cooperation Forum 

· Seminar and Training Courses in Legal Metrology


· APEC Best Practices: Toy Safety Systems


· Seminar on Understanding and Implementing APEC EE MRA


· Strategy to Promote Business Interaction in SCSC Activities 


· Strengthening Chemical Metrology Infrastructure - Part II


· Private voluntary standards: Impact on trade in APEC Economies


· APEC School of Metrology – Workshop on securing foundations for trade facilitation

· Social responsibility in the APEC region in the framework of ISO 26000.


· Agreement to seek CTI approval for Mr. Donggeun Choi, from Korea, to attend ICES (International Cooperation for Education about Standardization) meetings as an SCSC representative.
33. CTI thanked the SCSC Chair for his report and endorsed the decisions points sought.
34. Australia, presented on behalf of the BMG Convenor, the progress achieved by the group carrying out its work program for the year. (see 2008/SOM3/CTI/015 for Convenor Summary report). CTI approved the project proposal on e-ABTC Governance Framework Development and welcomed the following outcomes of the BMG: 
· The successful conclusion of Workshop on Frequent Passenger Programs hosted by Peru on 12-14 August 2008. The workshop extended the work undertaken in the past two years to encourage economies to adopt biometric passports and related infrastructure, including at the border.

· Completion of the report on TFAPII KPIs by BMG. The Report indicated progress has been made in most of the agreed eight Action areas including the ABTC, with a 169% increase in the number of active cardholders since end 2006 and a 79% increase in the year 31 July 2007 - 31 July 2008.  The BMG agreed to review the TFAPII internal reporting process in an effort to attain a higher response rate in future years; 16 economies submitted reports for the TFAPII Report. 

· Continued work to expand the membership to include all member economies in the ABTC scheme to facilitate business travel and hence trade and investment in the APEC Region.  At its meeting on 16 August, the BMG agreed to the participation of Canada as a transitional member of the scheme, making a total of 20 economy participants in the scheme.

· Improvement of its ABTC application rate: there was a 169% increase in the number of active ABTC cardholders since end 2006; and a 79% increase in the past year (total of 44,931 cardholders).

· Formation of two working groups in February to examine the options for managing the rapid growth of the ABTC scheme and to look at ways to enhance the ABTC, including ABAC’s suggestion to look at the viability of enhancing the card with biometrics. As an outcome of the work undertaken by the ABTC Working Group on Managing Growth this year, agreement was reached on a processing approach whereby economies nominated as a priority by ABTC applicants, will process those requests first, to facilitate early card issue for travel to their key destinations; and as an outcome of the work undertaken by the ABTC Working Group on Enhancing the ABTC in 2008, agreement has reached to work towards the introduction of a biometric ABTC, subject to the availability of TILF funding.

35. Canada reported on behalf of the ECSG Chair, the progress achieved by the group since its last meeting in February. (see 2008/SOM3/CTI/016). The Committee took note of the development of a Digital Prosperity Checklist in the ECSG that outlines specific steps economies can take to enable an economy to utilize ICTs as catalysts for growth and development. Work to finalize the checklist would continue intersessionally and economies were encouraged to provide comments to the United States by 15 September, with the goal of completing it by November.  CTI also welcomed the announcements by China and Singapore to join the APEC Data Privacy Pathfinder, bringing the total number of participating economies to 16.

36. CTI took note of the GPEG Convenor Summary Report as presented by Korea on the Convenor’s behalf. (see 2008/SOM3/CTI/014).  CTI approved the Project Proposal on the “Seminar on the APEC-wide Government Procurement Market Accessibility” for transmission to BMC. CTI also noted the group’s agreement to reduce the frequency of its meetings to once a year.
d)
Investment

37. CTI reviewed the work of the IEG and FOTC following the endorsement of an Investment Facilitation Action Plan (IFAP) by MRT. The IEG Convenor reported on the key developments in the IEG since its last meeting in May.  (see 2008/SOM3/018 for a copy of the Convenor Summary Report).  These developments were as follow:
· The IEG continued to work constructively and creatively in the implementation stage of the Investment Facilitation Action Plan and key implementation issues.  The group has set up an IFAP implementation Steering Group (SG) with 12 economies participating and Australia as lead, to oversee this work. To determine priorities, the SG started with a themed-based approach including explicit input from business. Three initial priority themes were suggested: e-transparency, reducing investor risk, and simplifying business regulation.  The IEG would still work on some other IFAP actions not covered by these themes. The IEG SG process has already delivered a tangible outcome with a number of very good projects being put forward for implementation in 2009 and 2010.    
· IEG SG also had a preliminary discussion of a paper put together by the United States with input from business on reporting methodologies and measurement of IFAP progress (see 2008/SOM3/CTI/017). IEG broadly endorsed the approach in the US paper and will be happy to continue to work on this issue as recommended by the CTI FOTC lead on IFAP.  ABAC has also sent a separate letter on the IFAP to the CTI Chair (see 2008/SOM3/CTI/019).
· IEG continued to work to ensure that it would be able to deliver positive outcomes on the other key REI priority actions during the rest of the year and in the first half of 2009. These include work being undertaken by UNCTAD for New Zealand on a study of the core elements of APEC bilateral investment agreements with a view to increasing our understanding of the degree of convergence and divergence among APEC international investment agreements. This in-depth analysis should provide the basis to be able to answer the Leaders’ request on what are in practice existing APEC investment principles. 
· IEG has also undertaken a significant capacity building effort in the area of investment. This is based on several short- to medium-term multi-stage capacity building projects with strong linkages both to each other and the work of other APEC fora.  The group’s capacity building efforts focused on:
· how to use foreign direct investment most effectively in the development of key infrastructure projects. IEG conducted a successful two-day seminar on 13-14 August in Lima on “Recent Trends on Investment Liberalization and Facilitation in Transport and Telecommunications Infrastructure”. The group also has an ongoing Australian-led project underway in collaboration with UNCTAD which is already bringing some very valuable lessons in the areas of power generation and roads concessions based on the successful experiences of a number of APEC economies. A further area of capacity building effort in IEG is in-depth training in the detail of negotiating international investment agreements and the management and handling investor-state investment disputes. A second week long capacity building training program in Washington is to be delivered in November.
· IEG planned to focus more capacity building effort in the next two years on infrastructure issues.  A new project proposal, APEC Infrastructure Development by Viet Nam that would seek to identify optimal practices for a competitive infrastructure investment climate, how to eliminate key impediments to improve private sector investment in infrastructure, all with a view to the possible development of some “APEC Investment in Infrastructure Principles”.  

· IEG continued to undertake activities aimed at improving the performance of Investment Promotion Agencies (IPAs), key institutions in many APEC member economies that can have a major impact on the attraction of new investment, and on improving the investment environment especially in the areas of transparency and investor aftercare. IEG approved a new project by Thailand to conduct an APEC-FIAS Workshop on Improving IPA Performance in Accessibility to Investors and Information Provision direct investment. 
· IEG also worked to improve its collective understanding of optimal investment policy frameworks and the use of diagnostic tools for better informing policy choices in improving the investment environment. The Convenor noted two strands of work in this area. The first was work using the World Bank’s EoDB indicators whilst the second involved the OECD’s Policy Framework for Investment.
· IEG has also planned a series of current and planned public-private dialogues aimed at sharing the success factors in the improvement of the investment environment.  It approved two proposals, viz; (i) a project proposal by Japan to hold the second of the three proposed seminars in 2009 on the subjects of trade facilitation, IPR and SR and SELI; and (ii) a second project proposal  by China to hold a seminar in 2009 for sharing experience on improving investment policy. China has chosen to focus the discussions on three key IFAP-related actions, namely ensuring readily available information through one-stop shops, encouraging development of effective, reasonable cost mechanisms for resolving disputes and simplifying, streamlining and quickening investment regime approval processes. 
38. Australia as the lead for the IFAP FOTC noted that the FOTC’s work complemented or reinforced the IEG work on IFAP.  The FOTC would like to be able to work with IEG and other economies to identify some priorities that CTI may be able to focus on.  The FOTC would try to identify these priorities by the end of the year; and start working fairly intensively on those priorities with the IEG on the reporting methodologies by the end of the year and put in place, a process and work program for next year.

39. The United States briefed the meeting on its proposed reporting and measurement options for implementing the IFAP as outline in document 2008/SOM3/CTI/017 The proposal allow for individual and collective reporting in which relevant fora could develop KPIs for collective actions against which progress can be measured. On measurement, a number of different options were proposed, namely: (i) use of existing international measures e.g surveys that seek to measure the investment climate such as the World Bank’s ease of doing business (EODB) indicators;   (ii) development of quantitative measures i.e. numerical data relevant to IFAP e.g.  no. of investment agreements and a no. of new numerical type measurements that are contained in the letter sent by ABAC to the CTI Chair; (iii) development of APEC-specific measures - To achieve this, member economies, in collaboration with ABAC, could commission a survey that seeks to measure the time, costs, and general levels of efficiency and transparency associated with investing in APEC economies, based on identified IFAP facilitation principles.  

40. The ABAC ED was pleased that ABAC’s suggestion for APEC to adopt metrics to ensure that the IFAP was achieving its intended objective of improving the investment environment in the region. She looked forward to an ongoing dialogue and interaction with APEC to provide the industry perspective during the implementation of the IFAP.

41. CTI thanked the IEG Convenor for his hard work and comprehensive report and endorsed decision points outlined in section 6 of the Convenor Summary Report, viz:

i) Approval of the 5 project proposals, namely:

· APEC-FIAS Workshop on Improving IPA Performance in Accessibility to Investors and Information Provision

· Capacity Building for Sharing Success Factors of Improvement of Investment Environment, Phase 2
· APEC Infrastructure Development

· Seminar for Sharing Experience on Improving Investment Policy 
· Capacity Building Seminar on Ease of Doing Business: Enforcing Contracts.
ii) 
Endorsement of the request that officials of the OECD, UNCTAD and the World Bank Group may attend and participate in IEG events and meetings in 2009 at the invitation of IEG and subject to any limitations agreed to by IEG at the time.

42. The Chair noted that since the CTI was already overseeing the TFAP, it would only be appropriate to do likewise for the IFAP process.  The Chair looked forward to hearing updates from the CTI FOTC on this issue and note that the FOTC was targeting to develop a work program towards implementation of the actions agreed in IFAP.  The Committee also agreed to finalize the KPIs and reporting methodologies for endorsement by MRT 2009.  
43. The LSIF Planning Group Chair drew the Committee’s attention that investment issues were also being dealt in other sub-fora.  The LSIF has put together a checklist for enablers of investment at its meeting in August.   

e)
Digital Economy and Intellectual Property Rights

44. The IPEG Convenor briefed the meeting on the outcomes of the 27th IPEG Meeting held on 15-16 August.  (See 2008/SOM3/CTI/020).  He reported that Peru organized a well attended and successful Seminar on Raising Awareness and Providing Policy Insights on Promoting Appropriate Access to genetic Resources and Protection of Traditional Knowledge organized by Peru on 14 August.   The Seminar promoted members’ wider and deeper understanding on the increasingly important evolving topics of traditional knowledge and genetic resources. 

45. CTI noted that two ABAC representatives attended the IPEG meeting and made a presentation on participation of the business sector in IPR Border Protection, which they had discussed at APEC Customs Business Dialogue (ACBD) on 12 August 2008. IPEG welcomed the sharing with ABAC and supported continued engagement with ABAC in the future.  
46. IPEG had also invited the Assistant DG of WIPO who made a comprehensive presentation on “WIPO Activities and Capacity-Building in the Asia Pacific Region”. The representative briefed members on WIPO’s principles and approaches on capacity building and its current focus areas by reviewing global external environment and the specific situation in the APEC region. There was also a good exchange on challenges and issues in this area. Members welcomed the sharing from WIPO and noted the need to complement and not duplicate the work of WIPO. 
47. The Convenor sought CTI’s endorsement for :

· Revised IPEG Terms of Reference (attached as Annex A to the Convenor Report);

· IPEG collective Action Plan (attached as Annex B to the Convenor Report) 
· Three projects proposals for submission to the October BMC meeting. These are Trading Ideas 2009; APEC Project for Training Intellectual Property Right Information Facilitators using e-learning contents, IP Xpedite ; Pilot Project on APEC Intellectual Property Awards ; and
· IPEG to issue an invitation to the International Federation of Library Associations and Institutions (IFLA) to participate at the next IPEG meeting in Singapore.

48. The Executive Director of ABAC briefed the Committee on ABAC’s key recommendations to enhance cooperation and enforcement of patents, prevent signal theft, promote the protection of digital contents, and encourage the development of a region-wide information-sharing structure for more effective and efficient countermeasures against counterfeiting and piracy.  ABAC also recommended that APEC give effect to Ministers' statements on signal theft through measures such as the development of best practices and capacity building through public-private sector workshops. To promote ICT-enabled growth, ABAC urged APEC economies to: close the digital divide through multi-stakeholder partnerships; preserve the integrity of the ITA and its coverage; support the ICT/Electronics and Electrical Products sectoral agreement under the WTO NAMA negotiations; and unanimously adopt the Technology Choice Principles. ABAC endorsed the ECSG’s efforts to develop the Digital Prosperity Checklist.

49. The CTI also received an update from the FOTC on Digital Economy and IPR on progress in implementing the work plan on digital economy and strengthening IPR, such as the Survey on Patent Examination Cooperation Practices among APEC Economies; APEC IPR Infringement Information Sharing Initiative; Enhancing Cooperation between IP authorities and enforcement authorities regarding IP infringement at the border; implementation templates for first three sets IPR model guidelines under the APEC Anti-Counterfeiting and Piracy Initiative.
50. CTI thanked the IPEG Convenor for his report and endorsed the decisions sought in the Convenor’s report. 
f)
Structural Reform

51. The EC Chair referred the meeting to document number 2008/SOM3/CTI/021 which outlined some of the EC’s work on structural reform.   The Chair also took opportunity to explain why structural reform agenda was important and highlight some of the key developments that have taken place in the last year and a half under the EC umbrella. These developments included amongst others: 

· 1st APEC Meeting for Ministers Responsible for Structural Policy Reform (SRMM) took place in Melbourne on 3- 5 August 2008 to discuss political economic policy challenges to structural reform. The Ministers shared experiences about the challenges of introducing good regulation and competition policy; corporate governance challenges; public sector management challenges, all fundamental to delivering good business outcomes and good trade outcomes and enhancing REI. They also talked about how regulatory reform frameworks facilitate structural reform and there was a very engaged discussion with business leaders.
· A shift in focus of the Annual APEC Economic Policy Report to specifically on structural policy reform issues. Each issue focuses on one of the LAISR themes. This year, the focus is competition policy; Next year’s theme would be regulation/regulatory reform issues. 
· The nurturing and folding of CPDG/SELI into the main stream of the EC works to the point where the SELI has been merged with SELI FOTC group; and streamlining the EC and getting the FOTC groups to be focused and working very hard on the LAISR forward work program. 

· The CPDG would now be focusing specifically on competition policy and law and renamed as the Competition Policy and Law Group (CPLG) since the EC already have a regulation FOTC group.

52. The EC Chair reported that the EC has agreed to follow processes for taking forward the SRMM outcomes and noted that some of these processes would involve engagement with the CTI, viz: 

· Ministers agreed to a process of voluntary reviews of member economies’ institutional frameworks and processes to advance structural policy reform.  Australia will develop a process for the EC to undertake these reviews and they will circulate a draft intersessionally by the SOM1 next year. The EC Chair, Vice Chairs and the FOTC coordinators would supervise that process and might possibly involve the PSU.  The EC Chair noted that the process would involve institutional issues that cut across some of the activities that CTI was involved in.

· Ministers agreed to ask the EC to develop a program of practical support to member economies to successfully undertake structural reform, that is, essentially capacity building work. The EC FOTC groups would strengthen their capacity building initiatives as part of their forward work program. Such capacity building initiatives would be coordinated by the EC Chair, Vice Chairs and the FOTC coordinators, in consultation with the APEC Secretariat and other APEC fora including the CTI.

· Ministers instructed the EC to draw on the APEC PSU to undertake necessary research on key elements of the LAISR program. 

· Ministers welcomed and reflected the quality of the documents that they were given in preparation for the meeting. They welcomed the EC Good Practice Guide on Regulatory Reform and as a result of that; the Regulation FOTC group would convert this guide into practical steps that economies can take to implement the principles in that guide.
53. The EC Chair agreed with the CTI Chair that it would be beneficial for the 2 committees to look at areas of synergies and identify where their work programs intersect to achieve what each Committee have to achieve.  The areas identified were (i) trade logistics including possible follow-up to the World Bank’s Study on Transparency and Trade Facilitation in the Asia-Pacific; (ii) IFAP; and (iii) capacity building. 
g)
Private Sector Engagement 

54. ABAC presented its findings of a study it undertook with PECC to assess the economic and business implications of labour mobility and to identify common challenges as well as possible cooperative responses. (see 2008/SOM3/CTI/022). Noting that this was on the SOM Agenda, CTI agreed to wait for the outcome of the SOM discussions and further instructions to CTI. 

CAPACITY BUILDING AND INFORMATION SHARING 

55. CTI discussed and agreed to promote capacity building in a more holistic way for CTI and its sub-fora in collaboration with the EC, SCE and BMC. (see 2008/SOM3/CTI/023 rev1).  The Committee also agreed to keep the informal Capacity Building Steering Group (CBSG), established in 2007, until the end of year, to help it to more effectively address capacity building in its activities. 
56. Acknowledging that the work on Capacity Building is a vital element to APEC’s REI agenda, and noting the synergies between the EC and CTI on behind the border issues that inhibit cross-border trade and investment, it was agreed that both Committees would work together in taking this issue forward in 2009.
CONTRIBUTION TO THE PATHFINDER APPROACH 

57. There was no discussion under this item.  
SECURE TRADE

58. CTI took note of the tabled report of the APEC Capacity Building Workshop on Trade Recovery Building Workshop on Trade Recovery Programme (TRP) held on 23-24 July 2008 in Singapore (see 2008/SOM3/CTI/024).  
INDUSTRY DIALOGUES

Chemical Dialogue

59. The United States, as Chair of the Chemical Dialogue Steering Group (CDSG) reported on the outcomes of the CDSG meeting on 17 August and industry pre-meeting preceding it.  The Chemical Dialogue which met in Arequipa last May, had set out the work program for the year in four areas: GHS implementation; REACH implementation; Regulatory Best Practices; and Rules of Origin.  

60. The CDSG sought CTI’s endorsement on the cover notes to two reports that were already endorsed by Ministers at the MRT in Arequipa, viz:

· Report of the GHS Virtual Working Group, which addressed issues related to implementation of the Globally Harmonized System for hazard classification and labeling; and

· Report on Principles for Best Practice Chemical Regulations.  

The cover notes would accompany the reports to be sent as APEC contributions to the second International Conference on Chemicals Management, which is being held next May as part of SAICM (Strategic Approach to International Chemicals Management).

61. With regards to REACH, the CDSG Chair reported that following the CTI’s approval for the CD to send letters to three EU Commissioners with questions on REACH implementation in May, the EU has responded on 27 June making it clear that the CD should not expect any quick resolutions of the concerns raised by APEC.  At the CDSG meeting, the group discussed  REACH issues that were currently of greatest concern and agreed that the WTO TBT Committee meeting in early November would be the next opportunity to make the EU aware of its concerns on REACH.  In preparation for this, the industry would prepare some guidance by 30 September that economies could use for their interventions at the TBT Committee meeting.
62. In the area of chemical regulations, the CDSG was working on a capacity-building proposal on training to help economies implement the Best Practices Guidelines report.   This project was not ready for submission to CTI yet but the CDSG hoped to submit it for urgent funding and to hold the workshop during the second half of 2009.   The CDSG was also planning to hold a second regulator’s forum on the margins of its meeting next February in Singapore.   The CDSG also decided to monitor the EC’s review on Restrictions on Hazardous Substances (RoHS) as the group noted that it was appearing that the EC was adding more chemicals to the RoHS list, which would have an impact on the chemical industry in the region as well as downstream industries.

63. On Rules of Origin, the CDSG discussed Mexico’s proposal on Rules of Origin for the chemical sector. As the proposal has been under discussion for a while, the CDSG hoped to get consensus on the paper in time for submission to CSOM.

(see 2008/SOM3/CTI/026 and 2008/SOM3/CTI/027).  
Life Sciences Innovation Forum (LSIF)

64. The United States, as Chair of the LSIF planning group, briefed the meeting on the results of the 6th Life Sciences Innovation Forum (LSIF VI) which was held on 13-15 August. The key outcomes of LSIF VI were: 
· Following discussions in the regulatory sub-group of LSIF on ICH harmonization for pharmaceutical projects and GHTF guidelines for harmonization of medical device regulations, announcement from Korea has offered to under-write the establishment in 2009 of an APEC Harmonization Center for life sciences products. This center will be established in Seoul. 
· LSIF has developed a checklist of enablers of investment as an investment facilitation tool to guide economies that wish to develop an innovative life sciences sector and help assist them in assessing progress with implementation of the LSIF Strategic Plan and Leaders and Ministers directives and capacity building needs. The checklist was discussed and approved at LSIF VI with minor amendments to include licensing and development and adoption and delivery infrastructure.  The revised checklist would be circulated for final review on 15 September.  Volunteer economies would be sought to undertake a self assessment based on the checklist and Thailand volunteered.  

· LSIF VI also discussed in detail the draft report prepared by teams from Australia and China on the benefits of investment in health innovations. This report was called for by Ministers last year.  Among the key findings and outcome of discussions at LSIF VI are that (i) the benefits of investing in innovation far outweigh the costs; (ii) investment in health innovation will need to be a central plank of an economy’s economic development strategies; and (iii) there is a need to study economies individually to determine the economy-specific priority innovations that would deliver the best return.
· On the research side, there are some on-going self funded projects in terms of biomarker identification and a large regional cohort study currently involving teams from Malaysia, Korea and others. LSIF VI strongly recommends that Ministers and Leaders reaffirm their support for this work. The forum also identified a need for community outreach and education so there is a better understanding of the social, health, and economic benefits of this research.
· LSIF VI discussed the on-going APEC supported projects and new projects under consideration. These included the continuation of the training series on measures to combat the anti-counterfeiting of medical products; GHTF training courses on harmonization of medication device regulatory regimes and new projects – the Thai proposal for a workshop on innovative models of community health and the medical regulators training visits. 

(see 2008/SOM3/CTI/025 for the Convenor Summary Report).
65. CTI thanked the LSIF Planning Group Chair for her comprehensive report and took note that a full report and recommendations from LSIF VI, including the final checklist would be submitted for intersessional review in mid-September so that the report and recommendations can proceed, as in previous years, through the CSOM to Ministers and Leaders.
APEC FOOD SYSTEM

66. CTI took note of the United States’ paper summarizing APEC Fora activities on food supply and trade (see 2008/SOM3/CTI/029) and further noted that ABAC has established a Task Force to review and update the APEC Food System and would be reporting the outcomes at CSOM.  

OTHER ISSUES  

New CTI Projects seeking 2009 APEC funding

67. CTI approved the two proposals by Viet Nam to conduct (i) an APEC Seminar on Facilitating Trade and Environmental Protection; and (ii) and APEC Training Course on FTA Negotiations: Practical Skills and Techniques for submission to the October BMC meeting. (see 2008/SOM3/CTI/031 rev1 and 2008/SOM3/CTI/032).  Both projects will seek funding from the APEC Support Fund (ASF).

Budgetary and Administrative Matters
68. CTI took note of the progress report on the implementation of 2006-2008 APEC funded CTI projects (see 2008/SOM3/CTI/030).  CTI also took note of the timelines and process for ranking CTI’s projects for submission to BMC meeting on 22-23 October.  (see 2008/SOM3/CTI/035 for list of CTI projects seeking 2009 APEC funding).   

 CTI’S DRAFT 2008 ANNUAL REPORT TO MINISTERS
69. The Committee noted that the 2008 CTI Annual Report to Ministers would be completed just prior to the AMM so as to serve as a completed record of the work of the CTI and its sub-fora for 2008. 

FUTURE MEETINGS

70. The Committee noted that the next meeting will be held in February in Singapore. It further noted that the sequencing of meetings would be similar to what was adopted at SOM1 in Canberra in 2007, that is, the Senior Officials will meet first, followed by CTI and then sub-forum. This is to ensure that when the SOM meets, the work program that is endorsed was pursuant to instructions that were given to officials at the Leaders’ week and that work can start immediately.
MEETING DOCUMENTS

71. The Committee considered the public release of documents tabled at the meeting and agreed by consensus that with the exception of draft documents and preliminary work plans, all documents would be accessible to the public.  The list of documents is tabled as 2008/SOM3/CTI/000. 

SUMMARY AND CONCLUSION

72. The Chair drew members’ attention to the outstanding work on model measures and encouraged the drafting economies to try best to complete this work in the lead up to the AELM in November.  She also request that they keep the Chair’s Office posted in all their email exchanges so that she could monitor how the pace of work was going and determine how the CTI was going to close this as we move closer towards Leaders’ week.
73. Notwithstanding this, the Chair was pleased to note that the Committee and most of its sub-fora were already aware of what they were going to do for their first meeting in 2009.  She thanked all participants for their cooperation for taking forward the work into the next year. She reiterated her appreciation to Peru for the timely and well organised meetings.
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