Convenor’s Summary Record of Discussion

16-18 May 2002

Merida, Yucatan, Mexico

The APEC Group on Services (GOS) held its 18th meeting in Merida, Yucatan, Mexico on the 16th and 18th of May 2002. The GOS Convenor, Mr. José Poblano (Director General for Negotiation on 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; Peru; The Philippines; Singapore; Chinese Taipei; Thailand; and United States of America. The APEC Secretariat and the representatives of the PECC (Pacific Economic Cooperation Council) were also present. 

Convenor’s Opening Remarks

Mr. José Poblano welcomed all delegates to the second meeting of the GOS in the Mexico-APEC 2002. He wished to each economy a good stay in Merida, stressing that during this meeting the GOS´ work will contribute to have a better understanding on the different issues that affect the trade in services.

PREVIOUS MINUTES

The GOS Convenor reported on the main outcomes of the last meeting, held in Mexico City, Mexico: 

· GOS took note of the need to incorporate the Shanghai Accord, the APEC Trade Facilitation Principles and the Counter-Terrorism Statement, as well as the Mexico´s APEC Priority Themes 2002, in the GOS work program.

· Hong Kong, China presented a progress report on the ongoing WTO services negotiations in Geneva.

· New Zealand prepared a report on Statistical Data of Cross-Border Education Service Trade. This economy noted that there were some difficulties in gathering this type of information. 

· Regarding the project “Costs and benefits of services trade liberalization”, Indonesia was requested to provide information to the GOS on the bidding process for the selection of a consultant to undertake this project, and on the economies and sectors that this project would analyze.

· The People´s Republic of China presented a project proposal on Environmental Services. Comments were received from Member economies. Further discussion on this project proposal was undertaken during this GOS meeting. 

· Australia presented a document on “Innovation in Service Industries including e-commerce”. This document aimed to examine innovation in APEC services industries, with special reference to e-commerce, and economic and policy implications for member economies.

· For the Development of the “Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment” (Phase III), a workshop titled “Towards improving regulation in the services sector”, including a practical exercise on the role in the energy sector that was carried out with the participation from member economies.

· Mexico presented a draft proposal to carry out a seminar/workshop on infrastructure services, with focus on seaports. 

Consideration and adoption of the Meeting Agenda

The Draft Agenda (2002/SOMII/CTI/GOS/001) was adopted with one modification (2002/SOMII/CTI/GOS/001.Rev 1), namely:

· Item VI (Progress report on studies on the costs and benefits of services trade liberalization) was exchanged with item VII (Innovation in service industries including e-commerce).

DISCUSSION ON APEC TASKING STATEMENT
· Shanghai Accord

· Broadening and updating of the Osaka Action Agenda.

On March 15th, 2002, the CTI Chair sent a letter to all Convenors to encourage the groups to work on the Broadening on the Osaka Action Agenda (OAA), Part I. On May 9th, the CTI Chair Assistant sent a draft of a document that included possible inputs for OAA objectives. That document was circulated to the GOS Member economies on May 10th.

During the meeting, GOS reviewed the implementation of the Shanghai Accord discussing the updating of the OAA to reflect fundamental changes in the global economy since Osaka, such as the development of the new economy and strengthening the functioning of markets. In this sense, GOS made modifications to the language proposed by the CTI Chair regarding Services (see below). Some economies asked to further discussion on the issue in capitals recognizing that it was a draft proposal and the final version will be discussed and possibly endorsed at the next GOS meeting in August.

The following paragraph expresses the agreement among GOS economies regarding CTI Chair proposal on the OAA: 

APEC economies, in accordance with the APEC Policy Framework for Work on Services, will achieve free and open trade and investment in the Asia-Pacific region by:

a. progressively reducing restrictions on market access for trade in services; 

b. progressively providing for inter-alia most favored nation (MFN) treatment and national treatment for trade in services; 

c. providing, in regulated sectors, for the fair and transparent development, adoption and application of regulations and regulatory procedures for trade in services and

d recognising the role that e-commerce plays in the supply and consumption of services. 

· Collective action plans

· Review of CAP implementation.

The Convenor informed that the Collective Action Plans (CAP) document was requested by the CTI Chair in order to reflect the most recent steps taken to fulfil these CAPs in services. 

Chile proposed to include a section in the document entitled “experiences in the liberalization of the provision of professional services” as a pathfinder, as follows:

	Collective Action
	Steps to implement
	Time Frame
	Last implemented actions

	d. Study and carry out work concerning the development and adoption of common professional standards, in conjunction with professional accreditation bodies and needed legislative measures.
	Discussion of possible actions on means to facilitate the provision of professional services in all member economies.
	Ongoing
	A workshop conducted by member economies to present – on a voluntary basis – experiences in the liberalization of the provision of professional services.


The Group approved this additional item in the Services 2002 Collective Action Plan. 

The representative of Chile explained the existence of an agreement between Chile and New Zealand on mutual recognition on professional services. He will make a presentation about the main characteristics of it during the next GOS meeting. Besides, Chile invited other economies to present their own experiences on this issue. The representative of New Zealand expressed that he could make another presentation on its agreement with Australia.

· Trade facilitation principles.

The GOS Convenor expressed that the CTI Chair requested all groups to report the progress on the implementation of the trade facilitation principles. In this respect, the GOS Convenor team prepared a document (2002/SOMII/CTI/GOS/006) which contains the latest progress on specific initiatives that GOS is discussing. GOS member economies agreed on this document, clarifying that it is for informative purposes.

· Counter-terrorism statement.

The Convenor said that the Executive Director of the APEC Secretariat sent a letter requesting all member economies and forums to report the highlights of actions taken to implement the Leaders´ Statement on Counter-Terrorism. 

Member economies exchanged views on the implementation of the Counter-Terrorism Statement in GOS. The group agreed to ask for information to other related working groups on their activities regarding the implementation of the Counter-terrorism statement. The GOS Convenor will prepare a proposal to request such information. 

IDENTIFICATION OF MEASURES AFFECTING TRADE AND INVESTMENT IN ALL SERVICE SECTORS

The representative of Australia explained that there were important difficulties in gathering statistical data on cross-border education trade. He recognized that data is very limited and therefore the report was not presented to the GOS. 

The representative of United States recognized the lack of information available on this item. She emphasized that the existing data is not very precise and clear and mentioned that the US Government is planning to make some amendments in the collecting of data in order to facilitate the gathering, processing and presenting this kind of information. 

This item will be addressed in the next GOS meeting.

INNOVATION IN SERVICE INDUSTRIES INCLUDING E-COMMERCE

The representative of Australia pointed out that some preliminary material has already been drafted for the information and comments from the GOS. He said that a draft version would be circulated among member economies at the end of May and a draft of the final version would be circulated at the end of June. 

He also mentioned that additional comments or inputs from all member economies would be welcomed.

COST AND BENEFITS OF SERVICES TRADE LIBERALIZATION

Indonesia’s project (“Cost and Benefits of Services Trade Liberalization”) primary objective is to study the process of service sector liberalization in a selected number of APEC economies and the impact of services liberalization in those economies. 

During the meeting, Indonesia presented a progress report on its plans to study the costs and benefits of services trade liberalization. GOS members expressed their concern about the delay in the preparation of the project. Some economies mentioned that the selection of the bidders should be more transparent and all members must participate on it. 

The Convenor stated his concern about the risk of not carrying out this project this year, meaning its removal from the 2002 GOS deliverables.

The representative of the People´s Republic of China mentioned that Indonesia should be given the benefit of the doubt and the opportunity to finish this project. Therefore, he said that it is important to allow Indonesia to work on it and, in the next meeting, the Group will see the progress report and make the appropriate decisions. Indonesia will report intersessionally about the development of the project. 

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

During the last GOS meeting, the People´s Republic of China presented more details on its project, “Study on the Impact of Trade Liberalization and Facilitation of Environmental Services on APEC Economies” to be entitled to seek APEC funding. 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.

In this meeting, GOS Member economies discussed and endorsed the People´s Republic of China’s revised proposal on Environmental Services. This project will be submitted for approval to the BMC Meeting on 30 July – 1 August 2002. 

The representative of People´s Republic of China said that he would send the project in the next weeks in order to obtain further comments from member economies.

SEAPORT INFRAESTRUCTURE SERVICES

During the meeting, the representative of Mexico presented more details on the project on infrastructure services of seaports, which included a seminar draft agenda. In this context, Mexico will organize a seminar entitled “Productivity and seaport facilitation services”, in which the private and public sectors would participate presenting its experiences, particularly, in loading and unloading of goods in seaports; levels of equipment and productivity in the handling of containers, bulks and loads in general, overhauls, delivery reception of the merchandise and inter-connection with different transportation modes.

Mexico invited GOS economies to participate in the seminar in order to enhance the information exchange among APEC economies. The representative of Chile suggested to contact ABAC representatives in order to seek the participation of the private sector.

Mexico required to include its project in the forecast of 2002 TILF deliverables. The Group approved this seminar and it will take place for the next GOS meeting.

OTHER BUSINESS

· Discussion on endorsing the Lead Shepherd of APEC Human Resource Development Working Group, Dr. Lee Jeong Taik, proposal about the “Human Capacity Building for Workforce in the Field of Information Communications Technology and the Facilitation of Human Resources Exchanges”.

Some economies requested more detailed information on this issue, because since it was not clear the kind of support Dr. Lee needed from GOS. Besides, GOS members agreed just to take note of the proposal but will require more information through intersessionally consultations in order to know the specific role that GOS will play on this. 

· APEC Trade Facilitation Workshop

This workshop is organized by Canada and Thailand to assist officials from developing economies to put in place measures for the implementation of the APEC Trade Facilitation Principles adopted in 2001. The workshop will bring together officials involved in reforming customs, standards and business mobility procedures to discuss best practices in cutting costs for business. Members of all APEC fora are invited to attend as participants or expert speakers. The dates of the workshop is on 5-6 August, 2002, tentatively.

GOS members asked Canada for more detailed information regarding the topics to be discussed, the draft agenda and the participants or expert speakers to be invited.

The representative of Canada mentioned that, at that moment, she did not have more information on this issue. She added that she would send a draft agenda for comments from member economies.

· BMC Funding requests

The People´s Republic of China’s project will be submitted to the BMC Meeting on 30 July – 1 August 2002.

· Request to broaden contact list on service experts.

The representative of Australia requested to broaden the contact list on service experts in order to inform more people about the GOS activities and foster their participation in a more active way.

GOS members agreed to make some work, intersessionally, to improve the related contact list of experts.

· GOS role

The Convenor invited GOS economies to think about the role and perspectives of the GOS work in APEC. He stressed the need of GOS to focus in those themes that will help service experts actions to further the WTO negotiations. Besides, GOS should decide the kind of topics to be discussed in order to enrich the exchange of information among economies. 

The Convenor expressed his intentions of carrying out some consultations with member economies in order to further explore ideas on this issue.

Future Meetings

SOM III will be held in Acapulco, Guerrero, Mexico during the period of 13 through 21 August 2002. 

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.

WORKSHOP ON THE MENU OF OPTIONS:  

The second day of the GOS meeting was devoted to the carrying out a workshop 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 workshop was chaired by the Coordinator of the Menu of Options project on behalf of the PECC, Dr. Sherry Stephenson. 

For the workshop, two 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: a) towards improving regulation in the services sector; and b) deepening sectoral disciplines for services regulation: how to move forward in the GATS.

A) Towards improving regulation in the services sector

Joel P. Trachtman (Professor of International Law, The Fletcher School of Law and Diplomacy, Tufts University) presented the first paper called “Towards improving regulation in the services sector”. He stressed that one of the most important and difficult issues in international trade is the relationship between international trade liberalization and domestic regulatory autonomy. He mentioned that this issue has addressed in a variety of ways in the goods sector, and still being worked out according to a dynamic process of substantive and institutional change. While regulatory autonomy is needed to allow local regulation to respond to local conditions, there are times when regulatory autonomy is abused as concealed protectionism, or is not sufficiently motivated to provide efficient regulation. 

This paper examined the role of the necessity test and related disciplines under the General Agreement on Trade in Services (GATS) and suggested some possible areas for consideration of modification. It draws, in part, from the experience in the goods sector under the SPS Agreement, the TBT Agreement and the GATT. 

This paper compared a variety of actual and potential disciplines that might be applied in dispute resolution to national services regulation. It examined non-discrimination in comparison with different formulations of necessity and proportionality. As a preliminary matter, this paper suggested that these disciplines be defined carefully and uniformly, in order that negotiators will be able to work efficiently and without misunderstanding, and in order to allow for consistent application. Second, this paper suggested that necessity, qualified by proportionality, should be considered for horizontal application in the services area.

B) Deepening sectoral disciplines for services regulation: how to move forward in the GATS.

Geza Feketekuty (Trade consultant, President of the International Commercial Diplomacy Project, Inc.) presented the paper entitled “Deepening sectoral disciplines for services regulation: how to move forward in the GATS”. He stressed that the development of appropriate disciplines on domestic regulations to avoid or minimize distortions of trade has been and remains the central challenge in liberalizing trade in services. The GATS establishes three types of disciplines on services regulations: 1) horizontal disciplines; 2) sectoral disciplines; and 3) national commitments on national treatment, market access, and other barriers. This paper focused mainly on sectoral disciplines.

The author stressed that sooner or later, trade negotiators will need to face two major sets of challenges that will require the development of sectoral disciplines for services regulations. The first of these challenges is the creations of a pro-competitive framework for network-based infrastructure services such as air, maritime and land transport, energy, and water. The second of these challenges is the establishment of a regulatory framework for internet-based cross-border trade in financial services, entertainment and educational services, and professional services.

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: Broadening and updating of the Osaka Action Agenda.

Economy: All members.

Pending duty: Member economies will express their views regarding the broadening and updating of the OAA. 

2. Project or topic: Counter-terrorism statement.

Economy: All members.

Pending duty: Members economies will discuss others groups work in order to implement the Leaders´ Statement on Counter-Terrorism. 

3. Project or topic: Mutual recognition of professional standards/qualifications.

Economy: Chile and New Zealand.

Pending duty: These economies would present a document that will help illustrate what has been the policy and what agreements have been reached with other APEC economies or countries, as well as an overview of the results of these agreements, focusing in the area of mutual recognition of professional standards/qualifications.

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

Economy: Indonesia.

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

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

Economy: Dr. Sherry Stephenson, PECC.
Pending duty: Workshop on regulatory impact analysis. 

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

Economy: All members.
Pending duty: To the extent possible, economies will prepare a report about statistical data of cross-border education service trade.

7. Project or topic: Sea port infrastructure services.

Economy: Mexico.

Pending duty: The representative of Mexico will circulate intersessionally a more detail outline program for the seminar/workshop, and will invite participants from the private sector.

8. Project or topic: Impacts of trade liberalization and facilitation of environmental services on APEC economies.

Economy: People´s Republic of China.

Pending duty: The representative of this economy will prepare a progress report on this issue.

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

Economy: Australia.

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

10. Project or topic: Human Capacity Building for Workforce in the Field of Information Communications Technology and the Facilitation of Human Resources Exchanges.
Economy: All members.

Pending duty: Convenor will inform the result of his consultations about the possible endorsing of this project.
11. Project or topic: APEC Trade Facilitation Workshop.

Economy: Canada and Thailand.

Pending duty: Member economies will discuss the main outcomes of this workshop.

12. Project or topic: Request to broaden contact list on service experts.

Economy: Australia.

Pending duty: Member economies will present a contact list on service experts. 

13. Project or topic: GOS role.

Economy: All members.

Pending duty: GOS economies will discuss about the role and perspectives of the GOS work in APEC in the future.
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