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The Market Access Group (MAG) held its 40th meeting in Moscow, Russia, on 10 February 2012. The MAG Convenor, Mr Chris Langley of New Zealand’s Ministry of Foreign Affairs and Trade, chaired the meeting.  

2.
The meeting was attended by delegates from Australia; Brunei; Chile; People’s Republic of China; Hong Kong, China; Indonesia; Japan; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; Republic of the Philippines; Russia; Singapore; Thailand; Chinese Taipei; United States; and Viet Nam.  Of the APEC economies, only Canada and Republic of Korea were not represented.  The APEC Business Advisory Council (ABAC) and World Customs Organization (WCO) also participated in the meeting.  Costa Rica was an observer.

(1) CONVENOR’S OPENING REMARKS

3.
The Convenor opened the meeting and expressed the hope that MAG would be able to achieve tangible outcomes by fulfilling the tasking instructed by the Leaders and advancing new initiatives over the coming year.
(2) ADOPTION OF THE FINAL ANNOTATED AGENDA

4.
MAG adopted the agenda for the meeting (2012/SOM1/MAG/001).  
(3) ADOPTION OF THE 39th MAG SUMMARY REPORT

5.
MAG adopted the 39th MAG Summary Report (2012/SOM1/MAG/002).

(4) 2011 LEADERS’ AND MINISTERS’ STATEMENTS  

6.
The Convenor highlighted APEC 2011 Tasking Statement for 2012 (2012/SOM1/MAG/010), which related to the work of MAG. The items tasked MAG to take up included: 
· Playing a leadership role in launching negotiations to expand the product coverage and membership of the WTO Information Technology Agreement (ITA);

· Facilitating trade in remanufactured products, by making tariff and non-tariff measures applied to goods that are not newly-manufactured publicly available and undertaking capacity-building activities;

· Promoting liberalization of trade and investment in environment goods and services (EGS); and

· Continuing to implement APEC Supply-Chain Connectivity Framework.

7.
The Convenor noted that all major items of relevance to the work of MAG were reflected in the agenda and would be discussed over the course of the meeting. 
(5) APEC 2012 HOST PRIORITIES   

8.
Russia, as the 2012 APEC Chair, outlined the four core priorities for APEC 2012 (2012/SOM1/MAG/023), namely: trade and investment liberalization, regional economic integration; strengthening food security; establishing reliable supply chains; and intensive cooperation to foster innovative growth. 

(6) CTI PRIORITIES FOR 2012  

9.
The CTI Chair, Ms Monica Contreras, briefed the meeting on the main outcomes of APEC United States 2011 and the CTI work done last year and to be done under this year’s priorities (2012/SOM1/MAG/xxx). In particular, the CTI Chair appreciated the meaningful contribution of MAG to green growth, one of the APEC 2011 priorities, highlighting the endorsement of Pathfinder on Facilitating Trade in Remanufactured Goods last November. The CTI Chair also thanked New Zealand for its excellent convenorship and work in raising the profile of MAG.  The CTI Chair noted that the CTI would expect from MAG a report on the following areas: ITA, self-certification, remanufactured goods, and rule of origin, as well as supply chain connectivity issues.

10.
The United States suggested that the improvement in WebTR area be added to the list of the projects expected from MAG as MAG could make some suggestions for CTI’s consideration to take this work to the next level. The CTI Chair commented that the list was not exhaustive and that CTI would welcome concrete results from MAG on various areas. 

(7) CONVENOR’S REPORT ON ONGOING TASKS  

11.
The Convenor reported that the ongoing or outstanding issues in Action Point Matrix (2012/SOM1/MAG/015) were included in the agenda and would be discussed during the meeting. The Convenor noted that Chile and Singapore were not able to deliver presentation to the PTS in SOM1 due to the incompletion of the survey work or difference in meeting dates, but would present to PTS in SOM2 when MAG and PTS would meet close together in time.

(8) SUPPORT FOR THE MULTILATERAL TRADING SYSTEM

12.
The United States reported on the key outcomes of the Workshop on ITA – Then, Now, and in the Future, which was held on 19 September. The workshop was divided into two main topic areas:  first, a panel on the ITA – Then and Now, and then a second panel on the future of the ITA and possible next steps. The workshop participants agreed that ITA had contributed significantly not only to the growth of trade in information and communication technology (ICT) products but also to economy-wide productivity, growth and innovation. They also noted that technological convergence, increased functionality of many ICT products, and development of new applications and products, led to increasing uncertainty of the product classification under the ITA concluded in 1996. The panel strongly suggested expanding the product coverage of ITA to reflect the state of ICT industry in the 21st century.

13.
The United States updated members on what had taken place since the workshop:  ABAC recommended to APEC Economic Leaders to support the expansion of the range of tariff free WTO ITA products (2012/SOM1/MAG/006); the ICC Commission recommended in its policy statement in December 2011 that all ICT products enjoy duty-free treatment according to the broadest possible definition (2012/SOM1/MAG/005); and APEC Leaders, in their Honolulu Declaration, agreed to play a leadership role in launching negotiations to expand the product coverage and membership of the WTO ITA (2012/SOM1/MAG/019). MAG noted that, considering the global nature of IT industry and increasing globalization of supply chain, the ITA was a very appropriate topic for MAG to follow up in the context of supporting multilateral trading system.  MAG members acknowledged the clear instructions from Leaders for APEC to play a leadership role in expansion of the membership and product coverage of the ITA.  
14.
MAG welcomed Russia’s commitment to join the ITA and encouraged Russia to complete the process as soon as possible, including submission of its ITA schedule. Those economies that are non-signatories to the ITA were encouraged to join the ITA.

15.
The United States suggested all member economies to begin domestic consultations with industries on the expansion of ITA product coverage. A number of MAG members reported that they were already in the process of undertaking domestic consultations with industry to better know the needs of industry, namely: Japan; Indonesia; New Zealand; Thailand; and Chinese Taipei. Indonesia cautioned that ITA expansion had been already discussed in the WTO without any progress but noted that dialogues within economies were important to understand and reflect views from the stakeholders in the ITA. Russia commented that it would also encourage its domestic industry to consider an expansion of ITA product coverage to make ITA more useful and effective. The Convenor concluded that there was a general encouragement for all economies to undertake domestic consultations and that MAG would look forward to hearing the results of such consultations.  
16.
In terms of next steps, Singapore proposed the idea for MAG to have a dialogue or workshop with industry representatives and ABAC in order to further understand business interests in ITA expansion, either at MAG2 or MAG3.  MAG members supported Singapore’s suggestion and further noted that MAG2 would be a very right timing for such a dialogue with industry. China suggested that members could exchange their own experiences and lessons on the impact and benefits of the ITA, as well as the role that ITA had played in boosting trade and investment, at the proposed dialogue. The United States indicated its willingness to work together with Singapore and China for topics and speakers at the dialogue. MAG agreed to work on materializing this dialogue at MAG2. 

(9) JOINT MAG-GOS MEETING
17.
The Convenor outlined the agenda for MAG-GOS Joint Meeting on embodied and embedded services in manufacturing competitiveness to be held at 3:00 pm, 10 February 2012.   
(10)  SUPPORT FOR REGIONAL ECONOMIC INTEGRATION
i. Remanufactured Products

18.
The United States briefed the meeting on the two main outcomes on remanufacturing in 2011: Pathfinder Initiative on Facilitating Trade in Remanufactured Goods, under which participating economies were committed to treating remanufactured goods as new goods; and APEC Ministerial Statement on transparency, which requires existing and future tariff and non-tariff measures applied to goods that are not newly-manufactured to be made publicly available. The United States proposed that MAG progress this Pathfinder Initiative and take forward the work on transparency. 

19.
With respect to the transparency, the United States presented a proposal on “Implementing the 11-11-11 AMM Statement on Facilitating Trade in Remanufactured Products” (2012/SOM1/MAG/007), proposing that economies provide information on tariff and non-tariff measures applied to goods that are not newly-manufactured to the APEC Secretariat, who would then compile them into a single document by MAG2.  MAG agreed to the proposal and discussed the template provided in the proposal in order to clarify and improve it. China suggested the following preliminary ideas on the design of template: to list the names of related laws and regulations for name of tariff or non-tariff measure as these measures are provided in relevant laws and regulations; and to change the section on tariff measure into “more information” so that this could be filled with HS codes or some more details on the tariff measures. China would provide the United States with written comments on the template. Chinese Taipei sought clarification on whether they still needed to provide information when they treated remanufactured goods as new goods and thus did not have separate HS code for manufactured goods. The United States responded that they would not need to list the measures if there was no difference between new products and remanufactured products.
20.
With respect to the Pathfinder initiative, which 11 economies have already joined, the United States encouraged additional economies to join it and signatory economies to make continuous progress in implementation. Noting the importance of capacity building to help economies join the Pathfinder initiative, the United States offered to organize a half-day workshop on remanufacturing R&D and site visit at MAG2. The United States suggested that the workshop be attended by representatives of government and private sector and discuss remanufacturing R&D with respect to designing remanufacturing, reversal logistics, disassembling, reassembling, inspection and testing. MAG welcomed and supported the proposal of a workshop and a site visit at MAG2.
21.
Malaysia presented a project concept note on “APEC Programme on Remanufactured Goods – Workshop on Remanufactured Goods” (2012/SOM1/MAG/016), which proposed a two-day workshop in Penang, Malaysia in October 2012 and a pre-workshop site visit to remanufacturing facility at MAG2.  Malaysia outlined the following key objectives of this project: to increase awareness of developing economies on the existence, potential and advantages of the remanufactured goods sector; to enhance understanding on the scope of remanufactured goods; to share best practices on the treatment of remanufactured goods; and in the longer term, to increase the participation of APEC developing economies in the Pathfinder initiative.
22.
MAG members reiterated their support for the project and were encouraged to give an appropriate high ranking to this project which was under each economy’s Principle Decision Makers’ consideration at the moment. China indicated its intention to provide inputs on topics and possible speakers on the workshop. Indonesia and Russia hoped that this workshop could help better understand the definition and scope of remanufactured goods.  
ii. ROO Harmonisation Work on a Sectoral Basis

(Accelerating Regional Economic Integration)
23.
Ms Mette Azzam from the World Customs organization (WCO) updated MAG members on the work of WCO on both preferential and non-preferential rules of origin (2012/SOM1/MAG/012), as well as a comparative study on product specific rule modules (2012/SOM1/MAG/011). Ms Azzam proposed possible collaboration between the APEC and the WCO on a comparative study of product specific rules by product sectors which would build on previous APEC work and complete and further develop the WCO Comparative Study on Preferential ROO. Ms Azzam also offered to make a presentation on the WCO Origin database if that would be helpful to MAG members. 
24.
ABAC commented that it would be useful to know the extent to which preferential rules of origins were actually used by business given that most of the companies were transnationally organized across the region and thus could not utilize such complex preferential rules of origin.  
25.
MAG members welcomed the update from the WCO and undertook to consider and respond on the proposal for future collaboration and to further discuss it at MAG2, if necessary.

iii. WebTR

(Enhancing Regional Connectivity and Promoting Trade Facilitation)

26.
The Convenor provided an update on progress in the provision by economies of hyperlinks to sites containing their tariff and ROO information in English and noted that a number of links provided by economies were not properly working and that the information in the linked websites was not up-to-date or available in English. All member economies were urged to check their links again and ensure that they remained up to date and contained the necessary information. 

27.
The United States presented a proposal on “Transparency of Tariffs and ROOs Information: Creating a 21st Century APEC Tariff Database” (2012/SOM1/MAG/020), which sought to develop as an outcome for 2012 a fully searchable, APEC-wide database of accurate, up-to-date customs information that would contain the functionality discussed last year at MAG3. It recalled that at the previous MAG meeting, MAG supported taking the WebTR to a new level, and discussed the following elements to be added: (1) a search function; (2) additional functionality; (3) indicating when a product is not receiving preferential duties; and (4) a link to applicable customs rulings. The United States highlighted that the creation of a new APEC-wide tariff database with search function would remove the difficulty SMEs had in searching for tariff information and lower SMEs’ overall cost of doing business. The United States noted that two main issues would be: (1) to identify a vendor that has the capacity to develop and maintain such a solution; and (2) to obtain funding to maintain and support this database. As to next steps, the United States proposed that: (1) MAG1/CTI1 endorse the proposal: (2) the project proponents table for discussion a scoping paper on solutions for technical challenges, possible vendors and budget at MAG2; (3) MAG3 endorse a plan for how to execute the database by September. 

28. 
MAG members expressed an interest and general support for this initiative, noting that a searchable database containing tariff rates, rules of origin, and certification requirements in one place would greatly help SMEs take advantage of FTAs and trade liberalizations. However, some members, namely: China; Peru; and Chinese Taipei, raised questions with respect to the following issues: 
· As to the development and maintenance of database, how to keep the database up to date, how to change different formats of each economy’s database into one uniform format, and how to translate tariff items in economies’ own native languages into English;

· How to fund the development and maintenance of such a new database;

· Whether economies are responsible for providing the information or a vendor could do the job;

· Whether to use the same WebTR website or create a new database for this; and 

· Whether this could be the expansion of the online tariff tool of the United States which was presented at MAG3 2011.

29.
 The WCO offered to make an online presentation on its Origin Database to give an idea to MAG on how the search function could work and how they could ensure data is kept up to date. China also noted that many economies had their own experiences in running this kind of database and that China, for one, had a good searchable database which it would like to share at MAG2 meeting. As to future work, China suggested that WCO, China and other interested members share their own experiences on how to run this database at MAG2. China also suggested that, in the meantime, every economy which has its own database in a different format, revise and update its database on WebTR so that this WebTR could be the solid basis for a future 21st century database. 
30.
 With regard to members’ questions, the United States responded that: (1) not economies, but a vendor would take the necessary information from WebTR and process it to minimize members’ work; and (2) they would seek to create a new database, apart from WebTR; and (3) this database would not be just an expansion of the US tariff tool, but would incorporate other members’ inputs for best possible database for APEC. The United States noted the interest of members in this project, as well as various comments by China, Peru and Chinese Taipei. It also welcomed other economies’ participation in moving this initiative forward and sharing their experiences in their own database. It would collaborate with those economies to address members’ comments and prepare for consideration at MAG2 a more detailed plan for the development of this database.

iv. Simplification of Documents and Procedures

(Enhancing Regional Connectivity and Promoting Trade Facilitation)
31.
Chile reported back on the status of its survey on harnessing IT to ease Documentation and Procedures of APEC Elements for Simplifying Customs Documents and Procedures Relating to Rules of Origin. After thirteen economies had responded to its survey by MAG3 2011, there had not been any further responses received from the remaining member economies.  Chile undertook to circulate the survey again and encouraged members to respond to it so that they could update the results. 

32.
Singapore reported back on the revised results of its survey on minimum data requirements in FTAs (2012/SOM1/MAG/013).  While the previous version of survey results submitted at MAG3 2011 covered 40 FTAs, this revised version included the 41st agreement. Singapore noted that some numbers adjusted accordingly but that general results and observations remained the same in the revised version.

33.
Singapore reported on the ASEAN Secretariat’s pilot project on self-certification, which had been expanded since its launch in August 2010 in terms of its membership and certified entities. It highlighted that the membership increased from three, i.e., Brunei, Malaysia and Singapore, to four, with the participation of Thailand in October 2011 and that the number of certified entities increased to 10 in Brunei, 62 in Malaysia and 35 in Singapore.

34.
On the APEC Self-Certification Pathfinder Initiative, New Zealand noted that self-certification was a high priority for New Zealand as it provided benefits in terms of ease of doing business and also in utilization of FTAs. New Zealand commented that a number of workshops and seminars had been held in 2011 which had usefully raised awareness of the issues around self-certification. There were currently no plans to undertake further initiatives at this point. The Convenor reminded members of the agreement reached at MAG2 2011 to establish a rolling agenda item on progress by economies towards implementing the Pathfinder and invited those economies not yet in the Pathfinder to provide a report on moving toward that goal. There was no further report under this item.

(11)  APEC GROWTH STRATEGY
i. Environmental Goods and Services (EGS)

(Green Growth)

35.
The Consultant on this project, Mr Grant Ferrier provided a presentation on the overall findings of the four environmental goods and services case studies that had been completed to date on Malaysia, Chile, Mexico and Viet Nam (2012/SOM1/MAG/003, 004 and 021). The MAG took note of the key findings on these studies, including that: (1) EGS business growth had been 2-6 percentage points higher than overall economic growth in most years; and (2) open markets and trade increased imports of equipments but also noticeably accelerated capacity development in service sectors, thereby increasing the potential for regional exports from emerging economies . 

 36.
Australia drew members’ attention to the CTI Trade Policy Dialogue on Environmental Goods to be held on 13 February 2012. The dialogue would discuss technologies relating to green house gas, air pollution and clean water, as well as compilation of a list of environmental goods.

ii. Environmental Measures 

(Green Growth)

 37.
Russia presented an initiative on “APEC Best Regulation Practice in respect of National Environmental Policies” (2012/SOM1/MAG/017). This initiative sought to collate and analyze trade policy tools used by economies, such as financial regulation measures, technical regulation measures, environmental subsidies and rules of public procurement, and other trade measures, and develop recommendations for implementation of environmental measures on the basis of best regulatory practices used by APEC economies.

38.
MAG members acknowledged the importance and interest in this initiative but expressed some concerns or sought further clarification from Russia. The United States questioned and commented on the following issues: (1) the proposal needed to be fine-tuned and focus on the areas covered by MAG, as the current scope seemed very broad and the timeframe was also very ambitious; (2) what information would be useful to add given the ECSIE already provided information on EGS and the WTO Secretariat kept a database on environmental measures through members’ notification to the WTO TBT Committee; (3) environmental measures were outside the competence of MAG and a lot of those measures were addressed by SCSC, EWG, CTI and SFOM. Viet Nam also commented that it would take at least 6 weeks for them to collect this information from different ministries and agencies.
39.
China sought clarification and expressed its view on the following points: (1) whether the actual objective of this proposal would be to protect environment or to avoid measures that distort trade and investment; (2) what specific activities, for example, a seminar or workshop, Russia had in mind to work out this initiative; and (3) considering that APEC has 21 diverse economies at different levels of development and with different focuses and priorities on environmental protection, as a first step members could promote information sharing and their understanding on the different environmental policies, standards and technical regulations, thereby providing policy makers with a very useful reference in developing their own policies and promoting collaboration. Singapore also sought clarification on how the first step of consolidating environmental measures and policies could be transformed to the second step of developing best practices and principles.

40.
Russia responded that this initiative sought to make a progress in APEC’s previous activities on environmental goods and services, including the APEC Environmental Goods and Services Information Exchange in 2009, and to make environmental policy as transparent as possible and enhance understanding on the basic principles applying those measures. Russia also indicated its intention to possibly hold a seminar in MAG2 in order to make its initiative clear. 
41.
MAG members undertook to provide comments to Russia intersessionally in order for Russia to refine its proposal for further consideration at MAG2.

iii. EGS Information Exchange (EGSIE)

(Green Growth)
42. 
On the issue of making the EGSIE more accessible to the public, the United States reported that it had not received any specific request from members on this and that there was not any change on this issue at the moment. In light of Russia’s proposal on environmental policies, the United States reminded members that EGSIE was a very useful tool to compile and exchange EGS-related information.  

(12)   OTHER INITIATIVES 
43. 
There was no discussion under this item.  

(13)   UPDATE FROM THE APEC SECRETARIAT 
44.
The APEC Secretariat presented the APEC Secretariat Report on Key Developments (2012/SOM1/MAG/008) and Project Management Update (2012/SOM1/MAG/009). The Secretariat highlighted the following deadlines for upcoming project approval sessions 2 and 3 2012: (1) submission of session 2 concept notes by 18 April; and (2) session 3 concept notes by 10 September 2012. She advised that those project proponents who wish to submit concept notes for Session 2 submit the concept notes by MAG2 so that members could discuss them at MAG2. 

 (14)   MEETING DOCUMENTS 
45.
MAG approved the classification of documents for the meeting (2012/SOM1/MAG/000).  

(15)   NEXT MEETING
46.
The Convenor advised that MAG was scheduled to take place on 28-29 March in Singapore. Convenor undertook to work with member economies to arrange various events proposed at MAG1, such as a dialogue on ITA, a workshop and a site visit on remanufacturing, during this period. 
(16)   CHAIR’S CLOSING REMARKS
47.
The Convenor thanked members for their participation in the meeting, and looked forward to meeting again in Singapore at MAG2.  The meeting was then closed.  

*********************
