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Chair’s Summary Report (FINAL)

APEC Investment Experts’ Group (IEG) Meeting

Singapore

22-23 February 2009
1. Introduction
The first IEG meeting for 2009 was held on 22-23 February 2009 in Singapore.  The meeting was chaired by the IEG Convenor, Roy Nixon, and attended by approximately 40 representatives from 20 economies (Australia; Brunei Dar Salaam; Canada; Chile; China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; Mexico; New Zealand; PNG; Peru; Philippines; Singapore; Chinese Taipei; Thailand; United States and Viet Nam), including one representative from ABAC, and two invited guests from UNCTAD and the World Bank.  The APEC Secretariat’s IEG Program Director also attended.

2. Adoption of Agenda

The Group adopted the draft annotated agenda (2009/SOM1/IEG/001).

3. Reports on Activities and Developments since the last IEG Meeting in Peru on 17-18 August 2008 in Lima, Peru.

(a) IEG Convenor’s Report

The Convenor presented the Convenor’s Update (2009/SOM1/IEG/002) covering the work of IEG in 2008 including developments related to IEG since the 2008 IEG3 meeting.  Pertinent highlights of 2009 SOM1, CTI1 the EC/IEG Regulatory Reform Seminar and other meetings held prior to IEG1 were also presented. The meeting was invited to discuss further work arising from IEG completed projects for 2008.

The Convenor presented an overview of current and ongoing projects for 2009, including seminars to be held in the margins of IEG meetings to be held later this year.  Of particular note was the discussion at CTI regarding IFAP-related issues, including on reporting methodologies and measurement of progress. The Convenor suggested that the Group might consider the value of IAP process as a tool for IFAP implementation or reporting of actions relating to the IFAP.

It was noted that the APEC work program on model measures for RTAs/FTAs was completed in 2008 without agreement on the investment chapter, and that it was not clear whether CTI would undertake further work on this exercise during 2009.

The Convenor advised SOM 1 2009 accepted the CTI Annual Report to Ministers for 2008.  This report included a summary on IAP improvements over 2008.  

The Convenor noted that APEC’s Policy Support Unit has been set up and its initial work program established.   The Group was encouraged to look at the work of PSU, one component of which involved measurement of implementation of IFAP.  It was noted that IEG would be able to tap into this resource to help do its job.

The BMC Chair’s report to CSOM in 2008 contained a number of wide-ranging recommendations about how to improve project management.  There was a considerable emphasis on longer-term and more strategic projects (which IEG has already been doing).  BMC would further review the project management system this year.  The Convenor noted that he responded to a long questionnaire and would have further discussions as required with the Secretariat and with the consultants who were working on project management issues.

The Convenor noted that the CTI Chair would later address IEG and had already indicated that she wished to emphasise how the work program of EC has increasing relevance to IEG in one particular area, i.e., regulatory reform – an area of very high importance for Leaders/Ministers.

The Convenor noted that the Finance Ministers’ process is doing some work on public-private partnerships, including a voluntary register of PPP projects, and work on enhancing information-availability and transparency on investment opportunities.  

The Group endorsed the IEG3 Summary Report (2009/SOM1/IEG/003).

(b) APEC Secretariat Report

The APEC Secretariat reported to the Group on APEC-wide developments (2009/SOM1/IEG/004), adding a few points to the comprehensive update given by the Convenor. IEG was successful in its timely submission of evaluation reports of completed projects.  The Secretariat’s Communication Team made a presentation about on-going outreach activities, including activities to commemorate the 20th anniversary of APEC. 

4. CTI priorities and expected outcomes from CTI and sub-forums for 2009

The CTI Chair was invited to provide a briefing on the key priorities and expected outcomes for 2009, including identification of key priorities to help business to move out of the global crisis (2009/SOM1/CTI/002anx5).

The Chair noted that the CTI divided the work into three priorities:  at-the-border, behind-the-border, and across-the-border.  The CTI Chair was pleased to note from the IEG’s proposed workplan that the IEG was already aware of the direct synergy between its work and that of the Economic Committee, especially on the issue of Ease of Doing Businsess.  The Chair noted that the IEG has crucial role to play in supporting this work.  The Chair encouraged the IEG to work very closely with other groups, such as EC and Group on Services.  The CTI Chair expected the IEG to also contribute to work on the two new issues of across-the-border and enhancing physical connectivity.

CTI Chair indicated that ongoing tasks since 2008 included measurement and identification of KPIs, TFAP II and high priority actions on IFAP.  The CTI Chair encouraged the Group to focus on the final objectives of IFAP, phasing, and various criteria for benchmarking, to move IFAP agenda forward.  

The Chair noted that the CTI would work on services (and look to moving to another facilitation action plan) to improve the business environment, and continue analysis of the long-term vision of an FTAAP  This year, the CTI will do more analysis to understand and learn lessons from EU enlargement and ASEAN’s Vision 2020.

The CTI Chair indicated that a stronger focus is to be given on capacity building, and has  tasked its capacity-building group to look into how to come up with multi-year capacity building.  The CTI Chair welcomed the input and suggestions of the IEG on investment capacity building tool kit.

In response to the IEG Convenor’s question on the CTI’s specific direction to IEG on IFAP by the next IEG meeting, the Chair noted that the CTI had agreed on the importance of identification of KPIs, and that the IEG had been tasked to help CTI by identifying 5 priorities for each of its three priority themes.  In selecting 15 priorities, the Chair asked the Group to also bear in mind the proposed work of EC.  The Chair noted that it is very good that the IEG has a head-start on this, so that CTI can put IEG’s work into the EC’s work plan rather than the IEG waiting for the EC.  The Chair noted that the PSU is also tasked to help on IFAP measurement issues.  The CTI Chair again encouraged the IEG to think about the actual final objective of IFAP as this will no doubt affect the KPIs project.

5. IEG Projects

(a)  Reports on Completed 2008 Projects

Ease of Doing Business: Investment at the Sub-National Level to Promote Domestic Economic Integration (Phase I) (CTI 35/2008T) (2009/SOM1/IEG/009, 010, 025)

Mr Geoff Walton, World Bank, explained that the objective of the project was to highlight some recent reform success among four member economies in APEC (Mexico, Philippines, China and Indonesia) and to draw lessons of that experience for other APEC members in the areas of “starting a business”, “registering property” and “dealing with licenses”. He emphasized that the SNDB project relies on the use of the EODB standardized methodology to create form from among a web of approximations.

Mexico was the first economy to undertake such a study at the sub-national level and indicators had shown positive outcomes, including reduced days to start business, on-line registration, and lower fees, by way of using electronic means.  Similar work in the Philippines started a year ago, and the first round of measurement was completed.  Mr Walton noted one emerging factor, a peer-to-peer influence, happening in Mexico and in the Philippines. One of the advantages of the sub-national approach is that intra- and inter-economy comparison is possible.  

China is a complex and diverse economy.  Lots of good practices were covered in the sub-national study process, including a “single-window” approach, computerization, cross-agency coordination, and significant reduction in time of contract enforcement.  Indonesia is the newest in the study program and is a very diverse economy. Results of this study will be made known as they become available.

Lessons learnt from the study include:

· Not all economies and not all cities are reforming the same matter at the same time.

· It is important to realize that the absolute ranking is not important, but rate of change of ranking.  Investors look at the level and pace of reform.  

· Investors are looking for new opportunities to invest.  Cities where doing business is easier attract higher levels of investment.

· Presence of neutral third party can help the reform process.

There was considerable discussion about the EODB methodology and the sub-national case studies including:

· the extent to which EODB reports are known to business and actually taken into account in business decision making; 

· limitations with the methodology used and its application; and

· whether there has been any empirical study on the relationship between EODB indicators and the level of investment. 

Mr Walton responded that experiences are mixed and that the reports only capture some elements of the factors which affect investors’ decisions.  He agreed that the EODB methodology, including the issue of sample sizes, was a contentious issue in some quarters. 

Australia said the next steps would be to finalise the report, send it around one last time to  

IEG members for final checking, and then publish it.

EC/IEG Joint Seminar on Regulatory Reform and Improving the Domestic Business Environment (EC01/2009T) (2009/SOM1/IEG/021, 021anx1-4)
IEG Convenor reported on the joint EC/IEG Regulatory Reform Seminar.

He urged those at IEG who had not attended this Seminar to peruse the Seminar papers which are available on the APEC website.  The Seminar placed the IEG’s work at the heart of APEC’s agenda of economic reform and capacity building.  

The Convenor noted that the World Bank had undertaken quantitative work on the issue of correlation of between EOBD rankings and levels of investment.  Some analysis had been done and some correlation found, for example, that the rankings correlate well with investment, business entry and employment, but that they do not correlate so well with other issues.  He made the point that some outcomes give us a bigger picture, but we could not just rely on quantitative data -  enterprise surveys are undertaken to provide a broader picture.  A number of useful presentations from experts in regulatory reform gave a bigger picture of some of these issues, and IEG’s sub-national EODB work was a part of the discussion.  Another important note of the seminar was the use of technology as a critical issue. 
Capacity Building for Sharing Success Factors of Improvement of Investment Environment, Phase 1 (CTI 32/2008T) 
An evaluation report was submitted (2009/SOM1/IEG/006).  As part of IFAP, this capacity building Seminar was held in August 2008 in Peru, and focused on investment treaties and other related policies.  Another seminar would be held in Singapore in July 2009 under Phase 2.  The Convenor commended the strong role of this type of seminar, which brought expert opinion and updates on three important issues to the IEG, which sometimes did not have much time to discuss these issues in general meetings.

APEC-UNCTAD Joint Capacity Building Project for Addressing Knowledge Gaps in the Use of Foreign Direct Investment (Stage 1) (CTI 03/2008A) and APEC-UNCTAD Joint Capacity Building Project for Addressing Knowledge Gaps in the Use of Foreign Direct Investment (Stage 2) (CTI 04/2008A) (2009/SOM1/IEG/007, 008)

Australia and UNCTAD gave a final wrap-up of the Stage I outcomes; publication will be the next step.  UNCTAD said it would be very desirable to begin thinking on how the various case studies can be used in a practical manner by APEC members, and pointed out that the purpose of case studies is to use them practically in policy framing and policy implementation. They have some ideas which they will bring forward later. The IEG Convenor said it was clear from the discussion that many issues raised in the case studies were very practical and well-researched and there was considerable scope for linkages from this work to other planned capacity building activities.

Capacity Building for International Investment Agreements Seminar (CTI 02/2008T)
The US submitted the evaluation report and the final publication draft (2009/SOM1/IEG/022).  The US briefed on the outcome of two workshops and thanked the co-sponsoring economies.  There was much positive feedback from many IEG members, who congratulated the US on two informative, well-run and very well-attended workshops. 

Recent Trends on Investment Liberalization and Facilitation in Transport and Telecommunication Infrastructure (CTI 09/2008T)

An evaluation report was submitted by Peru (2009/SOM1/IEG/013).  Peru thanked co-sponsors, Mexico and the US, for their support.

Report on APEC Investment Promotion Roundtable (2009/SOM1/IEG/014)

Peru briefed the meeting on the Roundtable held on November 20, 2008, in Lima during the APEC Leaders’ week.  The Roundtable was attended by participants from investment promotion agencies of APEC economies and representatives from the OECD and the IFC-World Bank Group.  The Roundtable provided participants space to discuss and share issues regarding strengthening investment promotion activities in the APEC region.  Information is available on the APEC website.  Peru mentioned that the Roundtable was the first step to strengthening cooperation among IPAs in the region and that Peru was willing to continue to support further steps.

(b) Reports on Ongoing 2008/2009 Projects

Study of the Core Elements in Existing RTAs/FTAs and BITs (Phase 2) (CTI 34/2008T) (2009/SOM1/IEG/020, 020anx1, 020anx2)

New Zealand and UNCTAD briefed the meeting on the work done since the presentation of the first set of the core elements last year in Lima.  The Core Elements II report was circulated for the members’ comments. The report was accompanied by a large spreadsheet containing all the definitions used by UNCTAD and the analysis of each agreement. UNCTAD presented the key findings of the report, including UNCTAD’s views as to which core elements in existing APEC and non-APEC treaty practice could be considered “investment principles”.  

There was much discussion about the report and many commended it as useful not only for APEC but also for agreement negotiators.  Some saw the need to conceptually differentiate between “investment principles” used in this context and those of APEC (Non-Binding Investment Principles, Menu of Options).  It was noted that the “investment principles” of UNCTAD’s report reflect the frequency of core elements, not their quality/standards. 

The Convenor suggested that IEG members needed more time to digest the content of the report, including the analysis contained in the spreadsheet. There would be a final request for comments from NZ in due course. The IEG would come back to discuss this report again in May, including on how to report this work to CTI.

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

UNCTAD provided a project update (2009/SOM1/IEG/023) and noted that two best practice projects under Stage II were progressing.  One, on Canada/Singapore, is completed, and the second case study (Singapore/Malaysia) is underway. The Malaysia study is on track, with local consultant and a lead consultant.  However, difficulties are being encountered in finding a suitably qualified and available local consultant in Singapore. Australia and UNCTAD would discuss how to overcome these difficulties and report back.  Target timing for a final report remained around September.

Capacity Building for Sharing Success Factors of Improvement of Investment Environment, Phase 2 (CTI 02/2009T)

A progress report was submitted by Japan (2009/SOM1/IEG/018).  Japan said that the seminar would be held on the margin of SOM2 in July in Singapore, and would discuss three areas to promote investment, i.e., trade facilitation, intellectual property rights, and structural reform.  Japan reported that the Economic Committee had approved the project and would co-sponsor it.  Japan hoped that by placing IEG projects in this broader context, it would get more attention from Leaders.  Japan hoped to organize a seminar at the SOM2 margin for the convenience of government officials in charge of the three topics. Moreover, the project had a complementary relation with, and added value to, other IEG projects (such as the US-sponsored IIA workshops and capacity building activities by New Zealand and Australia) by providing success stories and confidence to government officials.  

The Convenor commented that the discussion on trade facilitation would dovetail very well with the work planned by CTI/EC and business community.  Japan advised that in putting together the agenda for the seminar, they would take into consideration an event to be held in Brunei at the 2nd ABAC meeting which would look at the issue of supply chain connectivity.

APEC-BOI-FIAS Workshop on Improving IPA Performance in Accessibility to Investors and Information Provision (CTI 08/2009T)(2009/SOM1/IEG/011)
Thailand briefed on the 3-day seminar to be held during 3-5 June in Bangkok.  The seminar’s objective is to build the capacity of participating investment promotion intermediaries.  After the seminar, participants are expected to have a better understanding and obtain practical skills and knowledge to implement operation initiatives in the subject areas.  Thailand is working closely with FIAS in the identification of speakers.  The IEG Convenor asked cooperation of members for disseminating the information of the seminar to those working directly for investment promotion agencies, and added that this project is an important part of the IFAP and a step towards implementing actions in the IFAP.  It is important that the project has a business perspective as well. This area is one way IEG would benefit from a multi-year approach.

Seminar for Sharing Experience on Improving Investment Policy (CTI 07/2009T) (2009/SOM1/IEG/018)
China submitted a progress report (2009/SOM1/IEG/018).  A one-day seminar is planned in the day before IEG2.  The Convenor stressed the importance for all IEG members, including co-sponsors, to assist China by not only attending the seminar but aso by identifying participants/speakers. A draft agenda will be circulated for comment about 1-2 weeks after the IEG meeting.

Private Sector Development Revised Workplan 2007-2011 (2009/SOM1/IEG/012)
New Zealand updated the meeting with the progress of the multi-year workplan endorsed by Leaders in 2006 and subsequently revised.  The fourth workshop in the series was held in February, co-hosted by ABAC, on the margin of the first ABAC meeting.  Two more workshops would be held this year.  The workplan aims to address all thirteen World Bank Doing Business indicators by the end of 2011.  Japan and the US have agreed to host workshops in 2010 and 2011.  New Zealand thanked supporting economies and would work with APEC member economies to carry out the remaining workshops to accelerate the workplan by the end of 2011.

The Convenor mentioned that the IEG would need to work through the hosting economies to meld activities in implementing IFAP and some workshops of related themes.  Update of the PSD would be a regular agenda of IEG meetings, to meet the instruction of the SOM/CTI for better coordination.

Capacity Building Workshop on Ease of Doing Business: Enforcing Contracts (CTI 28/2009T)

Singapore thanked the co-sponsors of the project and informed the meeting that a seminar date was yet to be finalized, but that it would be sometime before IEG3 in July, and that they were currently working on the details of an agenda. 

(c)  New Project Proposals for 1st approval session in 2009

APEC Infrastructure Development (Viet Nam)

The IEG Convenor informed the meeting that the Viet Nam proposal on APEC Infrastructure Development approved at IEG3 in 2008 was submitted to BMC but not approved for funding.  The IEG Convenor further advised the meeting that, due to time constraints, the proposal would be updated with references to instruction by  Leaders, and submitted to BMC at its second approval session.  Australia, as co-sponsor, would assist in fitting the proposal with 2009 priorities.  Viet Nam thanked all members to support its proposal, and emphasized that infrastructure is important for developing economies.  

Core Element III (Malaysia)
The Core Elements work was considered a good example of a multi-year approach to research and analysis, followed by identification of capacity building needs of member economies.  Malaysia outlined the key objectives of a project proposal (2009/SOM1/IEG/026) to hold a several-day training program in Kuala Lumpur in July, drawing on the Core Elements work to date.  Chile and the Philippines supported the proposal and indicated that they would be co-sponsors of the proposal.  Some helpful comments and suggestions were given to Malaysia to improve the format and content of the proposal, and it was decided to review the proposal intersessionally and submit final comments by 26 February.  The Secretariat informed the IEG that the proposal would be posted on ACS/IEG web site to facilitate members’ review, and that no response would be regarded as approval.  Since Malaysia is a member of the IEG QAF small group, the representative of the Philippines volunteered to do QAF with the Republic of Korea. UNCTAD said it saw an ongoing role in cooperation with APEC to undertake technical assistance in projects and seminars on this topic. The success of the US-sponsored workshops clearly demonstrated the demand for well-structured multi-year capacity building on IIAs. 

6.  Investment Facilitation Action Plan (IFAP)

Australia, as lead of the IFAP Implementation Steering Group, reported recent developments since the Ministers instructed officials to develop an implementation plan for the IFAP, including KPIs and reporting methodologies for endorsement by MRT in 2009.  CTI1 endorsed a work plan for 2009 in which the IEG was tasked to identify 5 specific priority actions under each of the three priority themes endorsed in 2008, and to report back to CTI2.  The Group decided to consider the list of possible actions tabled, and to inform Australia of their selection of priority activities by 6 March.  The result will be collated and shared with the IEG members.  (2009/SOM1/IEG/015,027)

The Convenor emphasized that IEG member had no luxury of “free-riding” and that it was important for members to engage and respond to the challenging request from CTI.  In selecting actions, the Convenor reminded members to keep in mind the keenness of ABAC on the progress of IFAP, and the need to contribute to the measurement team (PSU) by pushing these ideas.  Members will ultimately need to identify the capacity building needs where current performance falls short of the objectives and look for actions that would reduce business costs and risks and improve competitiveness. The IEG also needed to take into account the planned work and approach of EC on regulatory reform in making its choices. 

There was considerable discussion about the Australian paper on the 15 priority actions.  The choice of actions should be a fairly simple task as IEG already has much guidance from previous discussions and from the IFAP itself.  Implementation will depend crucially on the attitude of individual member economies to each action, though collectively the IEG can assist with capacity building activities focused on where the highest need is demonstrated.  Measurement and reporting progress will also be important, and the assistance of the PSU will certainly help.  The Convenor drew IEG member’s attention to the presentation given by the IFC-World Bank to CTI on its Investing Across Borders project, which may form part of the IFAP methodology project. Other indexes also will be studied for relevance. There were also questions about how IEG can use the existing IAP process for reporting progress. 

7. General roundtable discussion on global environment for FDI flows in 2009

The UNCTAD representative briefed the meeting about its recent paper (2009/SOM1/IEG/017).  Other papers were also circulated. There was a wide-ranging discussion about the origin and effects of the current global financial crisis.  UNCTAD was of the view that we may look back after the current crisis is over and wonder at yet another missed opportunity.  In time of the crisis, there is a tendency to focus on the domestic situation, but responses should be at the international trading and finance level. 

For longer-term development, the UNCTAD representative noted that policies are needed to encourage companies to invest abroad.  At the same time, the efforts of each economy to improve its investment environment needs to be strengthened, so as to be ready when the economy turns up again.  This will require stimulation.  A core OECD project at the moment, called the “Freedom of Investment” project, is designed to address rising protectionism.  Initially, the focus was on the treatment of sovereign wealth funds and state-owned enterprises investment, but this has broadened out into other issues like critical infrastructure.  The Convenor undertook to keep IEG members informed about this useful work and noted that the IEG may return to the discussion at future meetings.   

Energy Trade and Investment Action Plan Draft (024)

The Convenor explained to the meeting that the EWG has invited the IEG’s comments on the draft Action Plan (2009/SOM1/IEG/024).  Members decided to take the draft back to capital for review and comments.  The APEC Secretariat explained that EWG decided to seek comments from IEG/CTI before submitting the Plan to Ministers intersessionally.  The APEC Secretariat would inform members by e-mail, and on the ACS/IEG web site, of the timeframe and where to submit comments (cc to IEG Convenor).

8. ABAC Report
Mr Geoff Brennan, Executive Director, ABAC Australia Secretariat, briefed the meeting about ABAC’s goals and objectives in 2009, the discussions at its recently-held meeting in New Zealand, and the priorities for IEG and investment-related activities from ABAC’s viewpoints.  ABAC discussed the role of APEC to play on the financial credit crisis.  In Lima in 2008, ABAC sent a letter to APEC Leaders which identified areas meriting attention, and followed this with more discussion in Wellington.  Concern over protectionist activities by some governments was expressed.  Canada and Australian ABAC members would write to their Leaders stressing that point, and ABAC expected other members to do the same in a next week or so.  ABAC would share those letters in due course. Investment remains one of the critical issues in ABAC’s workplan and wants to be involved in on-going discussions on IFAP, including measurement of progress.  ABAC triggered the use of KPIs to measure the work of a couple of groups as part of TFAPII.  

The Convenor thanked the ABAC representative for his briefing and ABAC’s support for the IEG.  He then introduced reports on two training courses conducted by the Melbourne APEC Finance Centre, self-financed by Australia through AusAID, in 2008.  Funding is also available for the third training course on trade and taxation policy and PFI, to be held in the second quarter 2009 in Melbourne, and further information will be made available to IEG members in due course (2009/SOM1/IEG/019).

9. IEG Work Plan for 2009

IEG Convenor submitted the revised IEG Work Plan for 2009 which reflected what IEG is doing, and plans and linkages to other work going on in APEC.  The meeting endorsed the Work Plan with correction of a typo in the title of one project.  The Work Plan will be submitted to CTI. (2009/SOM1/IEG/016)

Convenor’s Summary Report to CTI

The IEG Convenor informed the Group that there was no need for a Convenor’s Summary Report to CTI this time around but that he would forward a copy of the IEG’s new Workplan to CTI intersessionally.

10. Forum Small Group for Project Evaluation

Korea briefed the meeting of its observations regarding completed IEG projects and encouraged members to participate actively in implementation of project activities.  Malaysia shared the observation.  The meeting thanked Malaysia and Korea for their substantial efforts this year.

11. Date and Venue of the Next Meeting.

The next IEG meeting will be held in Singapore during 18-22 May, with one seminar prior thereto.  Dates will be confirmed later.

12. Document Classification

The Group reviewed and approved the document classification list of the meeting with several changes in classification.

