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Convenor’s Summary Report (Final)

APEC Investment Experts’ Group (IEG) Meeting

Arequipa, Peru

22-23 May 2008

Introduction
The second IEG meeting for 2008 was held on 22-23 May 2008 in Arequipa, Peru. The meeting was chaired by the IEG Convenor, Roy Nixon and attended by more than 50 representatives from 19 economies (Australia; Brunei Dar Salaam; Canada; Chile; China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; Mexico; New Zealand; Peru; Philippines; Singapore; Chinese Taipei; Thailand; United States and Viet Nam), including one representative each from ABAC, UNCTAD and OECD (the latter two as invited guests).  APEC Secretariat’s IEG Program Director also attended.

Adoption of Agenda

The Group adopted the draft annotated agenda (2008/SOM2/IEG/001) with a slight change in order to discuss item 7 ‘Discussion of Sovereign Wealth Funds (SWFs) and National Interest Considerations in Investment Policy Making’ and item 8 ‘Roundtable Discussion on IEG’s Emerging Strategic Relationship with UNCTAD and OECD’ ahead of item 6.

Reports on Activities and Developments since the last IEG Meeting in February 2008 in Lima, Peru.

(a) IEG Convenor’s Report

The Convenor reported to the Group on IEG activities and developments in APEC related to IEG since the last IEG meeting, presenting his draft report for review and for formal adoption by the Group (2008/SOM2/IEG/002).  He noted that SOM1 agreed to an ambitious Priority List for 2008 to implement the Agreed Actions from the Regional Economic Integration (REI) Report (2007) and that IEG will be expected to report to CTI on its Work Plan including how we propose to respond to all the REI mandated actions.  He highlighted CTI work where investment is likely to arise (e.g. the FTAAP; Docking and Merging; Convergences and Divergences in RTAs/FTAs) and invited Group members to express any particular interests they may have.  The Convenor noted that the Structural Reform Ministerial (to be held 3-5 August 2008 in Melbourne) may raise regulatory reform issues germane to IEG.  SMEWG has approached IEG to play a role in the acceleration of its Private Sector Development (PSD) Work Plan and the precise details of IEG’s involvement will be spelled out intersessionally.  Corporate Social Responsibility is an issue that IEG should keep an eye on given that it may involve us in the future.  During SOM2, SCE is likely to have a discussion on how to improve APEC’s engagement with international organizations.

The next round of IAP Peer Reviews will start shortly and the Group may wish to consider what it is doing on transparency and whether it is sufficient.  In particular, is the Group applying the Transparency Standards on Investment?  ABAC observed that the IAP needs to be more forward-looking, while Australia noted that the IAP Peer Review process has a diffuse focus and needs to tie in far more closely to the Transparency Standards.

(b) APEC Secretariat Report

APEC Secretariat asked the Group to increase its use of the ACS as a more efficient vehicle for communication than email.  It alerted members to the fact that the APEC E-Newsletter will soon become available.  It noted that the budget consideration process (approval, implementation and disbursement) is under review and that the deadline for BMC2 is 4 September 2008 (tbc).  To this end, all project proposals for BMC2 should be in advanced stages (i.e. following design and stakeholder discussions) by then.  The Convenor emphasized that it will be critical for members to start work immediately on new proposals.

IEG Projects

(a)  Reports on Completed 2008 Projects

Capacity Building for International Investment Agreements (CTI 02/2008T)
The USA reported on the training course held 5-9 May 2008 in Singapore.  It was well-attended and elicited a good discussion of the principles behind IIA provisions and of the latest trends in the development of provisions.  The Convenor observed that the course was more intensive than any previous course conducted under the auspices of IEG and encouraged members to attend the next one.  New Zealand, Peru and China expressed strong support for the training course objectives.  Thailand acknowledged the value of the course and asked for consideration to be given to a less high-level version to accommodate officials from agencies that do not have prime carriage of IIA negotiations.  The USA will upload all the presentations on the ACS.

Seminar on Good Governance on Investment Promotion (CTI 10/2008T)
Peru reported on the seminar held 19-20 May 2008 in Lima.  It was well-attended and a very good discussion ensued on governance and its impact on investment facilitation.  Japan, the USA, Viet Nam, Thailand and ABAC commended Peru for deepening IEG’s understanding of these issues.  The Convenor made the broader observation (given the interest by members in public and private governance) that IEG needs to initiate concrete actions arising from the issues highlighted in such seminars.

(b)  Reports on Ongoing 2008 Projects

Seminar on Recent Trends on Investment Liberalization and Facilitation in Transport and Telecommunications Infrastructure (CTI 09/2008T)
Peru advised progress with organizing this seminar which will be held 13-14 August in Lima.  A draft agenda will be circulated following IEG2.  Australia noted that it hopes to contribute the case study on FDI and roads infrastructure under the ‘APEC-UNCTAD Joint Capacity Building Project for Addressing Knowledge Gaps in the Use of Foreign Direct Investment (Stage 1) (CTI 03/2008A).

Capacity Building for International Investment Agreements (CTI 02/2008T)
The USA reported on preparations for the next training course in Washington (likely to be held in the first / second weeks of October).  It provided a draft agenda and invited all members to participate, noting that some members self-funded additional representatives at the Singapore course.  (2008/SOM2/IEG/005)
APEC-UNCTAD Joint Capacity Building Project for Addressing Knowledge Gaps in the Use of Foreign Direct Investment (Stage 1) (CTI 03/2008A)

UNCTAD advised that advanced drafts of the electricity and roads infrastructure case studies should be ready for IEG3.  Fieldwork for the electricity study was completed in Chile and New Zealand in March.  Fieldwork for the roads study (in Peru and Australia) will be completed by end of June.

APEC-UNCTAD Joint Capacity Building Project for Addressing Knowledge Gaps in the Use of Foreign Direct Investment (Stage 2) (CTI 04/2008A)

UNCTAD advised that it was still examining suitable case study countries for the extractive industries case study (in play are Canada / Norway and Chile).  For the SMEs case study those in play include Singapore and Hong Kong, and one from among Indonesia, Thailand and Malaysia.  UNCTAD foreshadowed an alternative approach to the SME case study which may focus on the experience of a number of TNCs in their dealings with member economies.

In response to a question from ABAC concerning capacity building, UNCTAD indicated that its approach was threefold: dissemination via IEG and special seminars, the production of advisory products, and making connections (upon request) between officials of case study participant and non-participant member economies to share experiences in detail where appropriate.

Study of the Core Elements in Existing RTAs/FTAs and BITs (Phase 2) (CTI 34/2008T)
New Zealand advised that it expects to resolve outstanding contractual issues with UNCTAD and APEC Secretariat in June.  UNCTAD is already expanding the template for mapping the core elements.  Japan and Australia commended New Zealand for its efforts.
Ease of Doing Business: Investment at the Sub-National Level to Promote Domestic Economic Integration (Phase I) (CTI 35/2008T)

Australia reported that contractual arrangements with the World Bank and APEC Secretariat are approaching completion.  Australia noted that three case studies have been chosen (China, the Philippines and Mexico) and that consideration is being given to a fourth (although the state of World Bank data indicates that this is unlikely to proceed).  Australia noted that it would explore a joint IEG-EC public-private dialogue on outcomes in 2009.

Capacity Building for Sharing Success Factors of Improvement of Investment Environment (CTI 32/2008T)
Japan advised progress with organizing this seminar which will be held 15-16 August in Lima.  It presented a tentative draft agenda (2008/SOM2/IEG/012) and invited suggestions, including for guest speakers.  China advised that it would provide suggestions after IEG2 on the draft agenda.  Peru and Australia indicated that they would be happy to contribute, subject to resources.  Viet Nam asked that the agenda focus on risk factors in addition to success stories.  Malaysia asked that risks associated with FTAs and RTAs be included.  ABAC intends doing work on a matrix of success factors and will contribute this to the seminar if available in time.
Capacity Building for Investment Liberalisation and Facilitation (HRD 01/2007T)
Mr. Takato Ojimi, Vice-President and Managing Director, the Institute for International Studies and Training (IIST) in Tokyo, presented key lessons from the cases studies undertaken for this project:  They were (a) clear/consistent application and enforcement of laws and regulations; (b) coordination among relevant government offices, business and civil society; (c) long-term strategic perspectives; (d) taking into account customers’ perspectives; and (e) understanding and appreciating differences and diversity.

Mr. Ojimi also outlined a new proposal to better focus the ECOTECH agenda of capacity building in APEC through to 2020.  The proposal, subject to SCE approval, will seek to develop a strategic framework for sustainable capacity building programs in APEC; raise the institutional as well as human capacity of government/business/civil society to meet the new challenges of economic integration in APEC; and crystallize a long-term vision of capacity building, specifically targeting developing economies of the APEC region.

The Convenor welcomed the IIST’s contribution to IEG’s Work Plan, thus far, and indicated that the Group will keep abreast of developments under this proposal.

ABAC commented that the IIST’s presentation confined itself to working with organizations external to APEC and would be well-advised to involve those within APEC.

(c)  New Project Proposals for 2008-2009

Ease of Doing Business Indicators (SMEWG Program)

New Zealand reported that SMEWG will shortly give consideration to a revised Work Plan to accelerate work on the EODB indicators by doubling the number of PSD workshops annually.  It is likely that SMEWG will recommend IEG take on the themes of ‘closing a business’, enforcing contracts’, and ‘protecting investors’.

ABAC welcomed this coordinated approach and the US and Canada commended the work plan.  IEG endorsed the coordinated approach.  (See 2008/SOM2/IEG/013)
Infrastructure

Viet Nam advised that it is considering a proposal on infrastructure (i.e. telecommunications as a minimum).  The Convenor welcomed Viet Nam’s contribution and noted that it was important for the Group to consider follow-up work arising from awareness-raising seminars (such as Peru’s forthcoming ‘Seminar on Recent Trends on Investment Liberalization and Facilitation in Transport and Telecommunications Infrastructure’).  Such work, in examining challenges faced by individual members, would lay the basis for collective action.

Discussion of Investment Facilitation Action Plan (IFAP)

The IEG Convenor noted that the CTI FOTC Group had conducted fairly intensive discussions which had exhibited broad involvement and a significant degree of flexibility and compromise.  As such, the purpose of the IEG discussion was to foster preliminary thinking on implementation using the Regional Economic Integration (REI) Priority Actions as a guide.  He noted that, currently, IEG is working on three REI actions.  The Group needs to address gaps in the REI actions and, also, synergies with REI actions addressed by other fora/sub-fora (e.g. e-governance arising out of the EC work agenda, the PSD Work Program in SMEWG, etc.).

The Convenor indicated that, if MRT endorses the IFAP, the Group will need to give consideration at the earliest opportunity to implementation, i.e. the identification of each member’s priority actions and its willingness/capacity to contribute project proposals well in advance of IEG3.

ABAC provided its perspective on the importance of the IFAP in terms of transparency, predictability and simplification of the investment environment.  It emphasized that the IFAP should attach APEC’s investment instruments given that they reflect a decade of excellent thinking.  ABAC noted that it is still giving thought to priority actions.

Japan commended the IFAP (in its current form) and advised that it was keen to bring forward a proposal on peer review of investment policies at some stage.  Discussion ensued on what the Group wants out of peer review and whether the Group is happy with the current level of peer review of facilitation.  The USA, Canada and Peru agreed that their recent peer reviews did not satisfactorily address transparency issues.

General discussion was broadly supportive and focused on implementation issues, i.e. how the Group can contribute to achieving the objectives set out in the IFAP in terms of more ideas and projects for years 2 and 3 of the IFAP.  Australia reminded the Group that such proposals will need to be developed within a very short timeframe, i.e. to be brought through to IEG3 for endorsement so as to enter the BMC2 funding queue.

Thailand asked whether the IFAP would operate separately from the CAP.  The Convenor advised that the CAP would be updated to reflect specific actions under the IFAP that the Group agreed to translate into project proposals.

The Convenor agreed to establish a Steering Group, chaired by Australia, to assist coordination.  For example, under the theme of e-transparency, a key focus of the Steering Group would be to intensify the Group’s work on the use of new technologies to simplify and speed up approvals.  Also, he asked that ABAC keep IEG informed of ABAC’s contribution to the Structural Reform Ministerial given the relevance of generic governance issues to investment.

The development of KPIs was left for resolution following MRT.

Discussion of Sovereign Wealth Funds (SWFs) and National Interest considerations in investment policy making
Ms. Blanka Kalinova, of the OECD, gave an overview of the OECD’s ‘Freedom of Investment, National Security and Strategic Interest’ project which is seeking to identify what countries can do regarding SWFs.

The OECD maintains that SWFs have been reliable, long-term, commercially-driven investors and a force for global financial stability.  It also advises that SWF investments should only be blocked on legitimate national security grounds.  In relation to SWFs themselves, it considers that home economies of SWFs (and SWFs themselves) can enhance confidence by taking steps to strengthen transparency and governance of SWFs.  OECD supports the fork of the IMF on SWFs.

Under the auspices of the IMF, an International Working Group (IWG) has been established to develop ’a set of SWF principles that properly reflects their investment practices and objectives’. The IWG aims to agree on a common set of voluntary principles (rather than a best practice code) for SWFs, drawing on the existing body of principles and practices, to help maintain the free flow of cross-border investment and open and stable financial systems. This is intended to be completed by the next IMF Council meeting in October 2008. 

ABAC contributed its views with special focus on the consideration that host and recipient countries should be giving to the high-level work on investment principles produced by the OECD and the work on SWFs by the IMF.  (See 2008/SOM2/IEG/009)
A good discussion among members ensued.

Roundtable Discussion on IEG’s Emerging Strategic Relationship with UNCTAD and OECD
Ms. Blanka Kalinova, of the OECD and Mr. Rory Allan, of UNCTAD, provided debriefs on the OECD Global Forum on International Investment held in Paris (27-28 March 2008), and the 12th ministerial conference of UNCTAD —known as UNCTAD XII — held in Accra, Ghana (20-25 April 2008), respectively.

At the OECD Global Forum, the OECD focused on best practices in promoting investment for development.  Notably the Secretaries-General of the OECD and UNCTAD chaired a discussion on the political economy of investment policy reform (www.oecd.org/investment/gfi-7).
At UNCTAD XII, UNCTAD committed itself to addressing the opportunities and challenges of globalization for development, especially the means of enhancing an open and equitable enabling environment at all levels to strengthen productive capacity, trade and investment, i.e. mobilizing resources and harnessing knowledge for development (www.unctadxii.org).
IEG members considered ways to optimize the Group’s partnerships with UNCTAD and OECD.  The Convenor pointed to the need for more effective coordination within APEC.  At the Senior Officials level this may mean greater clarity concerning modalities for such partnerships.  At the Group’s level, this may translate into finding ways to engage international organizations to address gaps in the Work Plan.  One such gap is how to make better use of peer learning and review.  (See 2008/SOM2/IEG/008)
ABAC Report
ABAC’s representative endorsed the basic objective of the IFAP and advised that ABAC will work on the development of KPIs.  ABAC agreed at its meeting in Moscow (12-14 May) on an expanded version of its financial services checklist that encompasses securities.  It also discussed food security and investment in the rural sector.  A 2-part SME summit will be held to address SME financing and the World Bank’s Ease of Doing Business indicators during ABAC 3 (Hangzhou, 2-6 August) and ABAC 4 (Lima, 17-20 November).

From 1-8 April, the Melbourne APEC Finance Centre (MAFC) conducted a Part One 6-day training course ‘Capacity Building to Enhance Investment Flows in APEC Economies’ based on the OECD’s Policy Framework for Investment (PFI).  That course focussed particularly on the PFI’s chapters dealing with economic governance and competition policy.  Twenty-five officials from APEC member economies participated: China, Indonesia, Malaysia, Mexico, Papua New Guinea, Peru, the Philippines, Thailand and Vietnam.  Monitoring and evaluation of the program by participants rated the course highly.  The MAFC will hold Part Two in November focusing on investment policy and investment promotion.  MAFC extends an invitation to all member economies to attend.

The Convenor commended the contributions by ABAC and the MAFC to the Work Plan of IEG.

Collective Action Plan (CAP)

Members will be invited to consider intersessionally a revised Draft CAP based on the IFAP if it is endorsed by MRT.  The Philippines suggested modification of the CAP to reflect better progress on actions.  The Convenor pointed out that the Work Plan that IEG presents to CTI reflects this and is used to update the CAP which, in its new format, reflects starting points.
The Convenor recommended that the Group leave the structure of the CAP to one side until we finalize the current CAP.

IEG Work Plan for 2008

The Group will consider a revised IEG Work Plan for 2008 arising out of the revised Draft CAP.

Convenor’s Summary Report to CTI

The Group endorsed the draft Convenor’s Report to CTI.

Forum Small Group for Project Evaluation

Korea commented that the recent seminars by the USA and Peru had been very successful.  To facilitate coordination of project evaluation it recommended that members use the AIMP in preference to email.

Date and Venue of the Next Meeting.

Peru advised that the next IEG meeting will be held on 17-18 August in Lima.

Document Classification

The Group reviewed the document classification list of the meeting.
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