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Chair’s Summary Report (FINAL)

APEC Investment Experts’ Group (IEG) Meeting

Lima, Peru

17-18 August 2008

Introduction
The third IEG meeting for 2008 was held on 17-18 August 2008 in Lima, 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 from ABAC, and two invited guests from UNCTAD.  APEC Secretariat’s IEG Program Director also attended.

Adoption of Agenda

The Group adopted the draft annotated agenda (2008/SOM3/IEG/001).

Reports on Activities and Developments since the last IEG Meeting in May 2008 in Arequipa, 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 meeting, presenting his draft report for review and for formal adoption by the Group (2008/SOM3/IEG/002).  He noted that Ministers Responsible for Trade endorsed the Investment Facilitation Action Plan (IFAP) in June 2008 and that, a Steering Group led by Australia, has made considerable progress on implementation intersessionally.  The SG has worked with member economies to develop several project proposals that IEG3 will consider for endorsement.  Also, the SG has worked (via a collaboration between the USA and ABAC) to develop some preliminary thoughts on key performance indicators (KPIs).

The Convenor alerted the Group to CTI and SOM priorities and their impact on the IEG work plan.  During SOM2, CTI held a Trade Policy Dialogue on ‘Identifying Convergences and Divergences in APEC RTAs/FTAs and CTI is still inviting comments on that work stream.  There is a degree of overlap between this work and IEG’s Core Elements project.  SOM also endorsed a Private Sector Development (Ease of Doing Business) Work Plan which will involve IEG in hosting at least one workshop during 2009-11 under the general supervision of New Zealand.  More sectoral groups, such as the Chemical Dialogue and Life Sciences Innovation Forum, are conducting work on matters relating to improving investment environments.  IEG needs to understand such work and inject our discussions so as to ensure a degree of consistency in approach.  ABAC’s representative, who participated in the Structural Reform Ministerial Meeting (SRMM), will report on discussions and outcomes of relevance to the Group.  The Finance Ministers’ Process is giving consideration to the development of public-private partnership principles which are clearly of interest to IEG’s ongoing work on infrastructure issues.  The ECOTECH agenda also has significant crossovers to IEG’s work: its prioritization of multi-year projects, enhancing and leveraging APEC’s partnerships with multilateral organizations, and refining APEC’s knowledge of the capacity building needs of member economies through focused research.  SOM discussed corporate social responsibility and will report back to Leaders on the current state of play and possibly map options for future work.  The IAPs of three member economies are to be reviewed at SOM3: Chile, Mexico and Singapore.

Japan noted that it had updated work on the investment model measures for presentation to CTI and circulated a copy so that IEG representatives could brief their CTI counterparts.  (2008/SOM3/IEG/024)

The Group endorsed the IEG2 Summary Report (2008/SOM3/IEG/003).

(b) EC Chair Update to the IEG

The Convenor drew the attention of IEG to the EC Chair’s Update to the Group (2008/SOM3/IEG/004) and highlighted the significance of the SRMM in terms of providing momentum for regulatory reform.

(c) APEC Secretariat’s Report

APEC Secretariat’s representative presented its updated Report on Development and highlighted key milestones in the BMC project proposal submission process: first submission (4 September); Secretariat comments (23 September); and deadline for revision by member economies (1 October) with no further consultation/review opportunity.  (2008/SOM3/IEG/005)

IEG Projects

(a)  Reports on Completed 2008 Projects

Evaluation Report: Seminar on Good Governance on Investment Promotion (CTI 10/2008T)

Evaluation report was submitted (2008/SOM3/IEG/006).

Evaluation Report: Identifying Core Elements in Investment Agreements in the APEC Region (CTI 02/2007T)

Evaluation report was submitted (2008/SOM3/IEG/007).

The timely and helpful contribution of both Korea and Malaysia to post-project evaluation reports was acknowledged by the Group.

Seminar on Recent Trends on Investment Liberalization and Facilitation in Transport and Telecommunications Infrastructure (CTI 09/2008T)
Peru reported on the seminar held on 13-14 August 2008.  The presentations laid out the issues comprehensively and a useful discussion ensued.  There was a lot of positive feedback from participants especially on the very practical nature of the information presented. The Convenor pointed out that the Seminar provided valuable inputs for follow-up work to synthesize the issues, e.g. the project proposal by Viet Nam later in the agenda. Peru circulated a CD with the seminar presentations; all papers can also be accessed on the IEG website.

Capacity Building for Sharing Success Factors of Improvement of Investment Environment, Phase 1 (CTI 32/2008T)
Japan reported on the seminar held 15-16 August 2008.  Malaysia observed that it hopes to improve leverage off FTAs using the guidance from the presentation on international investment agreements.  Peru noted the usefulness of the presentation on the OECD Restrictiveness Index.  The Convenor advised that the format of focusing on three issues per seminar works well but emphasised again that all IEG seminars must not be “one-off” events — they must make positive strategic contributions to APEC’s priorities and objectives in this area.  Important linkages to work in other areas of the organisation should also be explored.

(b)  Reports on Ongoing 2008 Projects

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 by October 2008.  Fieldwork for the electricity study was completed in Chile and New Zealand in March; fieldwork for the roads study (in Peru and Australia) was completed in June.  UNCTAD lead consultant, Rory Allan, gave detailed presentations on both sets of case studies.  He identified three key lessons from the electricity case studies: don’t rush reforms, address community expectations, and develop expertise and quality institutions.  A related lesson was to expect crises and a search for scapegoats.

UNCTAD identified four key lessons from the roads case studies: governments should retain responsibility for setting development priorities, governments should assign all the key risks to the private sector (which prevents cost escalation and ensures quality roads), and that innovation flows from legislating each project and creating processes that move beyond the public procurement model.  In the case of electricity and roads, a competitive regulatory environment is essential to maximize the benefits that can flow to the host economy.  The Convenor noted that the objective of the case studies is to compile relevant practical policy advice for member economies contemplating policy reform in these areas and to encourage future capacity building programs where the case studies would be valuable inputs.  (2008/SOM3/IEG/026 and 2008/SOM3/IEG/027)

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 economies 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.

Australia indicated that it expects both sets of case studies would be deliverable by IEG2, if not earlier.  (2008/SOM3/IEG/009)

Study of the Core Elements in Existing RTAs/FTAs and BITs (Phase 2) (CTI 34/2008T)
All contractual issues have been resolved intersessionally and work is proceeding on schedule.  UNCTAD consultant, Tom Westcott gave a presentation on the mapping methodology and template, and advised that he had mapped the first 50 APEC international investment agreements (IIAs).  UNCTAD will map the remaining APEC IIAs and a sample of non-APEC IIAs in time to submit a final report for IEG1 2009.  UNCTAD foreshadowed that it may request assistance on the availability of certain IIAs.  Also, UNCTAD indicated interest in discussing capacity building gaps (apart from those addressed by the current project of the USA) in follow-up work arising out of this project.  The Convenor noted that this project will make an important contribution to the FTAAP and to the Convergences and Divergences work in CTI.  (2008/SOM3/IEG/022 and 2008/SOM3/IEG/022a)

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 are complete, as are the Terms of Reference with consultants to conduct the three case studies (China, the Philippines and Mexico) that are to proceed.  Australia expects draft case studies to be ready by end of October, allowing member economies to review them during November.  Also, Australia noted that it has explored holding a joint EC-IEG seminar in 2009.  (A proposal will be put to the Group in this meeting.)  (2008/SOM3/IEG/008)

Capacity Building for International Investment Agreements (CTI 02/2008T)
The US reported on preparations for the next training course in Washington (to be held 3-7 November 2008).  It provided a draft agenda and invited all members to identify appropriate participants, including those who attended the first seminar in Singapore in May 2008.  This seminar will be very technical and require a good familiarity with IIAs and related legal terms.  (2008/SOM3/IEG/009)

(c)  New Project Proposals for 2009

APEC Infrastructure Development
Viet Nam presented this proposal noting its objectives as identification of optimal practices for a competitive infrastructure environment that attracts and makes the best use of domestic and foreign capital; eliminates key impediments to improve business investment in infrastructure; and contributes to an APEC discussion of ‘Investment in Infrastructure Principles’ for consideration by Senior Officials.  Peru noted that the project may deepen analysis of the issues identified in its transport and telecommunications infrastructure seminar.  Australia indicated it would assist in identifying an appropriate think tank and speakers from international organizations.  The proposal meets three IFAP action points and received Group endorsement.  (2008/SOM3/IEG/010)

APEC-FIAS Workshop on Improving IPA Performance in Accessibility to Investors and Information Provision
Thailand outlined the key objectives of this proposal as improving the performance of IPAs in providing investment-related information to foreign investors, and increasing the capabilities of IPA personnel in responding to investors’ needs.  Thailand noted that FIAS is conducting a further performance benchmarking exercise that should be available by April 2009 and, thus, as an input to this project.  Australia welcomed this development as providing a means to benchmark progress for subsequent peer review.  It also encouraged Thailand to give consideration after project completion to a phase 2 proposal to address other issues raised by the FIAS report which underpins this proposal.  Peru asked that Thailand consider inviting two officials / former officials from FIAS with practical experience of the issues.  The Convenor noted the good focus on linkages with previous IEG work in Cairns 2007 and Lima 2008.  Given the project focus, Thailand would be advised to examine its dissemination strategy for local government participants to maximize the technical assistance.  The proposal meets three IFAP action points and received Group endorsement.  (2008/SOM3/IEG/011)

Capacity Building for Sharing Success Factors of Improvement of Investment Environment, Phase 2

Japan noted that this proposal is the second of a three-phase project.  This phase will focus on trade facilitation, intellectual property rights, and structural reform and strengthening economic and legal infrastructure.  The first objective is to provide capacity building to enhance the abilities of officials to plan, develop and implement policies concerning international investment rules, investment-related laws and regulations, and other important areas.  The second objective is to introduce successful experiences of APEC economies which have increased foreign investment through specific efforts such as investment liberalization, facilitation and promotion in the APEC region by identifying key success factors for increasing foreign investment in APEC markets.  The proposal meets several IFAP action points and received Group endorsement.  (2008/SOM3/IEG/012)

Seminar for Sharing Experience on Improving Investment Policy

China presented this proposal noting its two objectives.  First, China wants to introduce the successful experiences of APEC economies in three areas where they have improved their investment policies to create a more investor-friendly investment environment.  The three areas chosen are ensuring readily available information, including through “one-stop” or special enquiry points and on-line services where appropriate; encouraging development of effective, reasonable cost mechanisms for resolving disputes; and simplifying, streamlining and quickening investment regime and processes. Second, the other objective is to enhance the abilities of policy makers of APEC economies to identify more policy options concerning the improvement of investment policies.  The proposal meets three IFAP action points and received Group endorsement.  (2008/SOM3/IEG/013). 

Seminar on Regulatory Reform and Improving the Domestic Business Environment (EC-IEG Joint Seminar)
Singapore presented this proposal, noting that EC is the fora that will be submitting the proposal to BMC.  The objective of the proposal is to take stock of past and ongoing work across various APEC fora related to regulatory reform (including the recently completed SRMM), and to chart some future steps on how the regulatory reform workstream arising out of EC, IEG and SMEWG can leverage on each other to enhance the domestic business environment in APEC.  The Seminar will give IEG the opportunity to present the results of the three case studies on the successful experiences of China, Mexico and the Philippines in driving reform through the use of the WB DB indicators at the sub-national level. The proposal meets a number of IFAP action points and received Group endorsement.  (2008/SOM3/IEG/023)

Capacity Building Workshop on Ease of Doing Business: Enforcing Contracts

New Zealand advised that this proposal comes under the Private Sector Development Revised Work Plan 2007-2011.  The revised Work Plan is intended to accelerate work on the Ease of Doing Business indicators by doubling the number of workshops annually.  SMEWG has recommended that IEG take on the additional themes of ‘closing a business’ and ‘protecting investors’.  Australia requested that the project sponsors examine ways to disseminate the outcomes in advance of the consolidated report for all of the workshops that is due for publication in 2011.  New Zealand agreed to look at early dissemination avenues.  The proposal meets a number of IFAP action points and received Group endorsement.  (2008/SOM3/IEG/014)

All five new IEG project proposals for 2009 have been ranked to be submitted to CTI3 for its endorsement.

Discussion of National Interest Considerations in Investment Policy Making

ABAC advised that it is formulating a series of recommendations to Leaders that focus on the following issues: concerns regarding the transparency of sovereign wealth funds; the need to find a sensible balance between host and target economies; the importance of capital flows; acknowledging that IFAP actions facilitate transparency.  Australia concurred with these issues and emphasized that foreign investment benefits economies enormously; it is the use of assets that matters (rather than their ownership); there are many barriers to such investment (and that they can be costly); and that reviews of investments should be based on independence, transparency and quantification of national benefits and costs.  The Convenor commented that these are the challenges arising out of changing trends in international capital flows that are facing APEC member economies.  IEG will continue to discuss this and other emerging issues. (2008/SOM3/IEG/015)

Investment Facilitation Action Plan (IFAP)

Australia, as lead of the IFAP Implementation Steering Group, advised that the SG had agreed on three priority themes to address IFAP action points: e-transparency, reducing investor risk through more certainty, and simplifying business regulation.  Australia thanked members for their participation in the SG in developing a significant number of new proposals for endorsement by IEG3.  It indicated that the SG would continue working with members to develop further proposals to address the priority themes.  Australia noted that the SG had invited the USA and ABAC to develop a preliminary paper on reporting and measurement KPIs.  The USA presented the paper and, after a useful discussion, the Convenor advised that it would be presented at CTI for discussion of next steps.  (2008/SOM3/IEG/016 and 2008/SOM3/IEG/017)

Structural Reform Ministerial Meeting (held in Melbourne, 3-5 August 2008)
ABAC’s representative advised that a high quality dialogue occurred between Ministers and business and that Ministers expressed strong commitment to the LAISR agenda while acknowledging the magnitude of the challenges particularly behind-the-border barriers (which require regulatory predictability, transparency and simplification).  The SRMM noted the very strong linkages between work of the EC, Finance Ministers’ Process and IEG, and ABAC’s representative suggested that IEG’s role may be to ‘grease’ the linkages.  The Joint Ministerial Statement from the SRMM was circulated. (2008/SOM3/IEG/018)

ABAC Report
ABAC’s representative provided a debrief of the ABAC meeting in Hang Zhou (2-6 August).  Key recommendations to Leaders on investment included support for the work in IEG, development of KPIs for the IFAP, and a matrix of reform to identify progress and gaps.  The Melbourne APEC Finance Centre (MAFC) is running a self-funded Policy Framework for Investment (PFI) project with a series of biannual training programs each focused on two PFI chapters.  The training program held in May 2008 focused on governance and competition policy; that in November 2008 will look at investment policy and investment promotion and facilitation.  Apart from the PFI project, and subject to funding constraints, the MAFC is also considering holding training course on infrastructure investment with special attention to financing and delivery.  (2008/SOM3/IEG/019)

Collective Action Plan (CAP)

Members were invited to consider a revised Draft CAP taking into account the IFAP and other changes to our workplan.  Members suggested a number of modifications which were all accepted.  China’s suggestion regarding the substitution of the draft item 3 under transparency with the more limited, corresponding IFAP action point was accepted subject to the proviso that the IFAP SG study the potential usefulness of the draft item and appropriate text.  The draft term read:

“Explore the possibility of using the OECD Framework for Investment Policy Transparency as a reference point for peer dialogue and benchmarking progress.”  (2008/SOM3/IEG/020)

Convenor’s Summary Report to CTI

The Group endorsed the draft Convenor’s Report to CTI.  (2008/SOM3/IEG/021)

Forum Small Group for Project Evaluation

Malaysia observed that proposals for IEG3 were forward-looking and related to the IFAP.  Korea was happy with the quality of the proposals.  The Convenor thanked Malaysia and Korea for their substantial efforts this year.

Date and Venue of the Next Meeting.

The next IEG meeting will be held in Singapore, dates to be advised.

Document Classification

The Group reviewed and approved the document classification list of the meeting.

