Convenor’s Summary Record of Discussion

19-20 February 2002

Mexico City, Mexico

The APEC Group on Services (GOS) held its 17th meeting in Mexico City, Mexico on 19-20 February 2002. The GOS Convenor, Mr. José Poblano (Director General for Negotiation of Services in the Ministry of Economy) from Mexico chaired the meeting.

The representatives from the following economies attended the meeting: Australia; Brunei Darussalam; Canada; Chile; People´s Republic of China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; The Philippines; Singapore; Chinese Taipei; Thailand; United States of America and Vietnam. The APEC Secretariat and the representatives of the PECC (Pacific Economic Cooperation Council) were also present. The list of participants is attached. 

Convenor’s Opening Remarks

Mr. José Poblano welcomed all delegates to the Mexico-APEC 2002 and to the first meeting of the GOS. He wished to each economy a good stay in Mexico City and emphasized that during the Mexico’s APEC year, the GOS will make an important contribution to fulfill the goals of Bogor.

PREVIOUS MINUTES

The GOS Convenor reported on the main outcomes of the last meeting, held in Dalian, China: 

· GOS worked successfully to develop the Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment (Phase II) and its funding by the BMC II-2001 was approved for Phase III.

· The group concluded the review of the Osaka Action Agenda (OAA), including the final revision of some sectors.

· On Regulatory Impact Analysis, the representative of PECC, reported the results from the inter-sessional request for the provision of contact information on national Regulatory Impact Analysis authorities. 

· Discussions were held regarding consultations with education authorities for the issue of standstill commitment on cross-border supply, and in this context the representative of New Zealand volunteered to share statistical information of cross-border education service trade in its country for this meeting. 

· Regarding EVSL initiatives, Korea reported on the development of WTO negotiations and China presented a project proposal on Environmental Services, which was circulated inter-sessionally.

· The GOS Convenor pointed out that New Zeland reported the progress in the WTO on-going services negotiations and Australia, under the leading of Dr. Weir, presented a summary of the progress of APEC Economic Committee project on “the innovation in service industries including e-commerce”.

Consideration and adoption of the Meeting Agenda

The Draft Agenda (2002/SOMI/CTI/GOS/001) was adopted without major changes.

APEC Mexico Year 2002 Priority Themes

GOS Convenor explained that Mexico-APEC 2002 Priority Themes (2002/SOMI/CTI/GOS/003) are focused in three areas:

· Promote the implementation of appropriate trade, investment and financial policies that foster growth and take advantage of the new economy;

· Continue building capacities so as to reap the benefits of development, placing special emphasis on the promotion of small and medium enterprises and micro-enterprises; and 

· Continue making APEC a relevant forum to our people by fostering greater participation from youth and women, by stepping up efforts in communicating the benefits of globalization and by continuing the improvement of the functioning of APEC

Under this framework, the Convenor expressed that the GOS should contribute to reach these priorities through some specific actions. Australia pointed out that some aspects could be taken from these priorities to be implemented in the WTO negotiations. Some economies said that the aforementioned priorities could back up the developing economies´ work in upcoming negotiation rounds.

The representative of Korea mentioned that APEC should provide inputs to the process in the WTO negotiations, in order to support negotiations in some specific sectors. 

Mexico’s proposal

The representative of Mexico presented a project proposal on infrastructure services focusing on services related to the administration and operation of sea ports and airports to exchange information and experience on the issue in order to enhance APEC economies knowledge on these services, taking advantage of the experience and know-how of the economies with efficient services in this sector. 

In order to comply this project, Mexico suggested carrying out seminars/workshops in which the private and public sectors would participate.

GOS Convenor stressed that in Mexico’s case merchandise arriving into sea ports and airports to face some logistical problems which impede the free movement of goods. Therefore APEC members could learn from other economies´ experiences. 

Some economies proposed to have only one seminar and focus in sea ports only and requested more detail information from Mexico on this issue. Korea asked the reasons to carry out this sort of project and Mexico reaffirmed that its main project’s goal was the exchange of information on the efficiency and administration of sea ports and airports. Mexico committed to present a more detail project in order to clarify some issues addressed by different economies. 

In concluding, the Convenor, on the basis of views expressed, said that Mexico will focus only in sea ports and that only one seminar/workshop would be held.

DISCUSSION ON APEC TASKING STATEMENT
APEC economies discussed APEC tasking statement regarding the implementation of strengthening the multilateral trading system, the Shangai Accord and other Leaders´ and Ministers´ instructions like the Trade Facilitation Principles.

APEC economies pointed out that GOS contribution to the strengthening of the multilateral trading system should be set up through some kind of consensus aiming at promoting an open and free trading market. APEC´s expertise should support and improve the momentum of the WTO negotiations on services. 

Some economies stressed that APEC principles as voluntarism, comprehensiveness, flexibility, transparency, among others, should be enhanced in order to strengthen the internal cooperation. Besides, economies said that concrete actions and steps must be taken to implement the APEC Trade Facilitation Principles, emphasizing the capacity building for developing economies. 

GOS Member´s agreed on the leaders´ position regarding the importance of economic policies and corporate governance as well as the important role and responsibility of governments in shaping the legal and regulatory framework to encourage competition and innovation with an increased emphasis on capacity building. 

PROGRESS REPORT IN THE ON-GOING WTO SERVICES NEGOTIATIONS (HONG KONG, CHINA)

The representative of Hong Kong, China, reported the progress in the on-going WTO services negotiations. He pointed out that since last meeting in Dalian, China, there have been two clusters of WTO services meetings in October and December respectively, and that an important decision was made in the 4th Ministerial Conference in Doha to launch a new round of multilateral trade negotiations.

During the October and December meetings, the discussion continued over horizontal issues such as the assessment of trade, the treatment of autonomous liberalization, and sectoral negotiating proposals, as well as rule-making issues in the area of emergency safeguard measures and domestic regulation disciplines.

Doha Ministerial represented a cornerstone to launch a new round of multilateral trade negotiations. Ministers recognized the work already undertaken in the negotiations initiated in January 2000, and reaffirmed the Guidelines and Procedures for the Negotiations adopted last March. 

Ministers also agreed on the benchmarks set for the services negotiations, with initial requests for specific services commitments to be submitted by 30 June this year and initial offers by 31 March next year.

REPORT ON STATISTICAL DATA ON CROSS-BORDER EDUCATION TRADE

The representative of Australia explained that there were some difficulties in obtaining this kind of information. He recognized that data is very limited and it does not allow reaching specific conclusions on cross-border education trade. He will continue gathering this information and will present it, if it is possible, in the next meeting. 

The representative of New Zealand, in reporting on the same issue, mentioned that the report was brief because New Zealand does not have comprehensive data on levels of trade through this mode of supply, nor as yet, a nation –wide system in place to collect this data. So, the report focused on factors that have hindered the collection of relevant statistical information, and the steps taken by regulatory agencies to amend this situation. 

He said that there was an increasing recognition that exports are only being effectively measured by one mode of supply: consumption abroad, where students enter into New Zealand to consume education services. In order to develop an accurate picture of the size of the export education industry, the Ministry of Education is undertaking its own “stocktaking” of tertiary education providers, to determine their involvement in “offshore education”. 

He concluded by saying that the completion of the stocktaking will enable the New Zealand government to develop a more informed picture about the extent of education services exports, and in particular, offshore education.

The representative of the United States of America (USA) pointed out that the American government is working in improving the gathering of figures on cross border supply of education services which will share in the future.

COST AND BENEFITS OF SERVICES TRADE LIBERALIZATION

Indonesia is working on a project entitled “Cost and Benefits of Services Trade Liberalization” that has already received APEC funding. The project´s primary objective is to study the process of service sector liberalization in a select number of APEC economies and the impact of services liberalization in those economies. The outcome of the project, to be based on in-depth case studies covering four sectors (insurance, distribution, health and tourism services) will serve three purposes. First, it will provide information on how different economies have responded to trade liberalization in specific service sectors, showing more clearly the costs and benefits of implementing such policy. Second, the study will shed light on the economic and supervisory conditions that must be developed to give a reasonable assurance that liberalizing trade in services will be beneficial to domestic users while providing domestic service providers with an opportunity to be competitive with imported service providers. Third, it will suggest implications of the case studies for service liberalization across a broad range of sectors and economies. 

This project will be developed during 2002. From March to August, information will be gathered in each chosen economy, and for each service sector, through a series of surveys and questionnaires to enterprises in each service sub-sector. Additionally, data will be collected on economic changes and specific sector parameters. From September to October, the group of researchers will prepare a draft report, including analyses of the cost/benefits of liberalization. In December, researchers will finalize the report for publication. 

The United States asked about the number of experts that could participate in this project. The representative of Indonesia said that five or more researchers could participate: one as coordinator of the project and four or more in the execution of the sectors to be studied.

STUDY ON IMPACTS OF TRADE LIBERALIZATION AND FACILITATION OF ENVIRONMENTAL SERVICES ON APEC ECONOMIES

China presented a project seeking APEC funding entitled “Study on the Impact of Trade Liberalization and Facilitation of Environmental Services on APEC Economies”. This project is designed to undertake an extensive survey on the impact of trade liberalization and facilitation of environmental services on APEC economies, to study the world trend of liberalization and facilitation of environmental services, to analyze the progress of liberalization and facilitation of environmental services among APEC and impacts on its economies in different situations, and to propose theoretical and practical suggestions based on the project findings through econometrics, environmental science, macro-economics, trade theories and industrial economics.

Comments and questions from Canada, USA and Japan were made on this issue. Some informal consultations took place and further work will be done inter-sessionally in order to clarify issues raised by different economies during the meeting. 

INNOVATION IN SERVICE INDUSTRIES INCLUDING E-COMMERCE

Before starting, the representative of Australia clarified that an outline of the study was presented to the GOS in August 2001 (2001/SOMIII/GOS/015). He spoke about the progress since then, and said that the Australian drafting team, led by Dr. Toni Weir of the Department of Industry Tourism and Resources, is on track to produce a study of around 40 pages by mid-2002, as foreshadowed in 2001. This study will be a part of the larger report on the “new economy” by the Economic Committee. 

Some preliminary material has already been drafted for the information and comments from the GOS. This material mainly relates to the characteristics and importance of service industries in APEC economies. 

The main areas of the drafting will cover: 1) analysis of case studies and 2) policy implications (in the form of analytical conclusions)

Several of the case studies in the EC´s 2001 report The New Economy and APEC relate to the themes of this study and will be re-examined from a different perspective. Some of these are: 1) the impact of international competition, 2) the importance of supply chains, alliances and clusters in the NE, 3) innovation in internal working patterns of organizations, and 4) the changing nature of services. The authors also intend to do a couple of new case studies (on knowledge management in business services, and on the impact of the new economy on educational services).

The representative of Australia mentioned that additional comments or inputs would be welcomed from all member economies.

SEMINAR ON ENVIRONMENTAL SERVICES

In the last GOS meeting, the Convenor invited Member economies to make comments about the proposal to carry out a seminar on environmental services, which could take place in Mexico during the 2002 APEC year. Views from economies were sent inter-sessionally and the few specific comments on such issue were not sufficient to continue with the proposal.

WORKSHOP ON THE MENU OF OPTIONS:  

During this GOS meeting, The second day of the GOS meeting was devoted to the carrying out the first of two workshops on “Towards Improving Regulation in the Services Sector” as a part of Phase III of the project on the Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment”.   The first workshop was devoted to exploring the criteria of good regulation and the advantages and/or disadvantages of horizontal vs. sectoral disciplines on domestic regulation. The workshop was presided by the Coordinator of the Menu of Options project on behalf of the PECC, Dr. Sherry Stephenson.   The purpose of the workshop was to assist GOS Members in the understanding of what is “good regulatory practice”, thus helping to promote capacity building within APEC.

For the workshop, three background papers were presented to the GOS in order to enrich Members’ knowledge regarding transparency and good regulation in services.  These papers covered the following issues:  1) transparency in regulation of services; 2) what constitutes good regulation for services; 3) issues in domestic regulation of services: horizontal vs. sectoral disciplines, with discussion summarized in the section below.

A.  TRANSPARENCY IN REGULATION OF SERVICES

Ms. Soonhwa Yi (Assistant Coordinator, Menu of Options Project) presented the first paper called “Transparency of Regulation in Services”, emphasizing the importance of transparency in domestic regulation as an essential tool to assess the discriminatory elements present in services regulations, make regulatory requirements clear for service providers and investors, provide certainty and accountability, and foster competition.  

The main mechanisms to ensure effective transparency are: a) publication; b) notification; c) inquiry points; d) prior-consultation; e) sector-specific transparency; and f) a comprehensive negotiating modality.

The publication of E-IAPs by APEC member economies was underlined as an effective way to ensure regulatory transparency. In order to further enhance transparency, member economies may also include a description of any regulatory measures that have a horizontal effect on all services sectors as well as any proposals to change or eliminate existing regulations.

B.   WHAT CONSTITUTES GOOD REGULATION FOR SERVICES?

Mr. Peter Mumford (Ministry of Economic Development of New Zealand) presented a paper entitled “What Constitute Good Regulation for Services?”  The study pointed out that policy officials need the tools to allow them to formulate good policy, including the principles that should underpin policy analysis and the “best practices” models.

The paper discussed the regulatory environment and international trends in relation to regulatory quality and identifying strategies and tools adopted by New Zealand specifically to enhance regulatory outcomes and reduce the risk of regulatory failure, including measures tailored to promote effective and efficient outcomes in the regulation of occupations. 

C. ISSUES IN DOMESTIC REGULATION OF SERVICES: HORIZONTAL VS. SECTORAL 

DISCIPLINES

Dr. Alexandra Sidorenko (co-author with Christopher Findlay from the Australian National University) presented a paper on “Issues in Domestic Regulation of Services: Horizontal vs. Sectoral Disciplines” which addressed the benefits and the challenges of these two approaches to the development of disciplines for domestic regulation of services.  The paper focused on the development of horizontal and sectoral principles to guide services regulatory reform.

In the concluding section, the paper stressed the following four activities: 1) promotion of a dialogue on the value of a horizontal approach in various sectors and providing examples of its application; 2) consideration of the question of when to make international commitments on horizontal principles, or if the generalized necessity test plus national treatment were sufficient; 3) development of model commitments in those areas which demand explicit treatment; and 4) extension of the commitments on services liberalization in APEC through their binding in the multilateral process.

D.  PRACTICAL EXERCISE ON DETERMINANTS OF GOOD REGULATION FOR   SERVICES

For the second part of the workshop, a practical exercise on the determinants of good regulation for services was carried out with assistance of two regulatory experts.  The focus of the practical exercise was on the regulatory framework in the energy sector.

The experts were Dr. Michelle Foss, Executive Director of the Institute for Energy, Law and Enterprise, at the University of Houston, Texas, USA and Mr. Marcelo Paramo, Attorney, Haynes and Boone, Mexico. They stressed that economies should maintain a very competitive energy sector through policies tending to promote the efficiency and improvement in the allocation, generation, distribution and transmission of energy.

Both experts agreed that the regulatory framework should be used as a way of facilitating competition and market operations, and that the framework should be flexible and take into account the expansion and change of markets over time and the differing costs involved in each portion of the market and energy production and distribution chain.  

E.       WORKSHOP FOR THE NEXT GOS MEETING

In order to support and provide input into the WTO services negotiations, GOS members agreed that the second workshop to be held under Phase III of the Menu of Options project should explore APEC economies´ actual practices under the Menu of Options in terms on transparency in services through the E-IAPs and should focus on deepening issues in the area of domestic regulation, as well as carrying out a practical exercise on regulatory impact analysis.

OTHER BUSINESS 

GOS discussed the documents to be submitted to CTI.

Future Meetings

SOM II will be held in Merida, Yucatan, Mexico during the period of 15 through 26 May 2002.  The GOS meeting dates will be held on May 20th and 21st. 

Meeting Documents distribution

The GOS decided on the Meeting Documents for public release.

Summary and conclusions

The Convenor thanked Member economies for their support and invited them to keep working intersessionally in the agreed areas.

PENDING TASKS
During this GOS meeting some tasks have to be reported to the next meeting. These tasks are as follows:

1. Project or topic: Cost and Benefits of Services Trade Liberalization.

Country: Indonesia.

Pending duty: This economy will present a report on the developments of its work.

2. Project or topic: Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment (Phase III).

Country: Chinese Taipei and Dr. Sherry Stephenson, PECC
Pending duty: Workshop on regulatory impact analysis. 

3. Project or topic: Cross border supply of education services.

Country: Australia.

Pending duty: The representative of this economy will prepare a report about statistical data of cross-border education service trade in his country, if any.

4. Project or topic: Cross border supply of education services.

Country: United States.

Pending duty: The representative of this economy pointed out that she would try to present some information on this matter.

5. Project or topic: Sea port infrastructure services.

Country: Mexico.

Pending duty: The representative of Mexico will present a more detail outline of its project to be discussed in the next meeting.

6. Project or topic: Innovation in service industries including e-commerce.

Country: Australia.

Pending duty: Member economies will express views regarding the progress on this project. 

7. Project or topic: Environmental Services.

Country: People´s Republic of China.

Pending duty: Further discussion on this project proposal will be undertaken at the next GOS meeting. 

8. Project or topic: Shanghai Accord.

Country: Member economies.

Pending duty: Further discussion will take place on the incorporation of the Shanghai Accord into the GOS work program. 

9. Project or topic: Trade facilitation principles.

Country: Member economies.

Pending duty: Members will explore the ways to incorporate the APEC Trade Facilitation Principles into the GOS work program.
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