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1. The Meeting of the Group on Services (GOS) was held on 14 -15 of February in Chiang Rai.  The GOS Convenor, Mr. José Poblano (Director General for Negotiation on Services in the Ministry of Economy) from Mexico chaired the meeting.  Sixteen economies were represented:  Australia, Brunei Darussalam, Canada, Chile, People’s Republic of China, Indonesia, Japan, Republic of Korea, Malaysia, Mexico, New Zealand, Singapore, Chinese Taipei, Thailand, United States of America and Vietnam.  APEC Secretariat and PECC were also present.

FRIDAY, 14 FEBRUARY, 2003

I. Opening remarks 

2. On behalf of the GOS, The Convenor expressed his appreciation for Thailand’s hosting of the GOS meeting and welcomed new participants from member economies.  The Convenor encouraged the meeting to make a significant contribution during Thailand’s year of 2003 to APEC and to work in harmony for the Bogor Goal.

II. Minutes of previous meeting

3. The Convenor summarized the minutes of the 19th meeting held in Acapulco, Guerrero, Mexico 13 – 15 August 2002:

· GOS had agreed to support WTO service negotiations through its works in two areas under the Menu of Options (hereinafter referred to as “MOO”) Phase III, domestic regulatory issues and transparency issues, and to exchange information among the participants of WTO negotiations;

· Five papers were produced as part of phase III of MOO. GOS will have substantive discussions based on the papers. The objective of these discussions is to  reach a consensus this year;

· Indonesia presented a progress report on the project on the Studies of the cost and benefits of services trade liberalizations and the meeting suggested to conduct a transparent biding process to select experts;

· GOS reported its requests for implementation of counter terrorism and member economies expressed their views;

· China reported on its projects on environmental services and economies were requested to comment;

· A seminar on sea port infrastructure were held by Mexico with participation from public and private sectors;

· Canada; Hong Kong, China and Thailand reported the outcome of the workshop on the Implementation of Trade Facilitation Principles;

· Canada, Chile, and New Zealand briefed the meeting on their experiences on MRAs; and GOS agreed to keep working and seeking consultation with HRDWG and SCSC on the MRAs;

· GOS agreed to seek guidance from CTI on the nature and scope of the pathfinder initiatives, but the feedback from the CTI was not clear; and

· GOS agreed to consult with the CTI on whether the following issues would be considered as pathfinder such as: (a) exchange of information on professional services, (b) analysis of the possibility of MRSs in specific sectors and (c) capacity workshops in the area of Regulatory Impact Assessments; to develop a template to facilitate information exchange regarding each economy’s mutual recognition regime; to analyze the possibility of MRAs in specific sectors; to carry out capacity building workshops on regulatory impact assessment in services; and

· With respect to the implementation of the trade facilitation principles GOS member economies requested the Convenor to consult with the CTI on the scope of concrete potential actions and on whether GOS could go beyond four areas identified by the CTI.

III. Consideration and adoption of the Meeting Agenda

4. The United States stressed that GOS works should be focused on upcoming negotiations in the WTO and further suggested that GOS consider APEC members meeting in Geneva in order to share information on each economy’s offers in the Doha Development Agenda (hereinafter referred to as “the DDA”) negotiations.  The United States proposed that the meeting consider ways to coordinate works in GOS and negotiations in Geneva.  The Convenor took note of the United States’ suggestions and reminded the meeting that the GOS works were designed to help member economies to prepare for negotiations in the WTO.

5. Concerning the Vice-convenorship issue, the United States expressed its concern that GOS’ introducing Vice-convenorship might undermine future Convenors’ commitment to their dedication to GOS.  The Convenor took note of the United States’ comment.

6. Chinese Taipei proposed to add an item to the agenda concerning additional funding to the MOO project that Chinese Taipei was overseeing.  The meeting agreed to discuss this proposal along with agenda item XII (Other business).

IV. Trade facilitation principles 

7. The Convenor reported to the meeting that he had requested the other four service-related Working Groups (Telecommunications, Transportation and Tourism, plus Energy) share information on their approaches to implementation of five percent reduction of transaction costs in services.  Only EWG had replied to his request, but such reply was too broad.  The Convenor proposed the meeting to continue to work to find other potential ideas. 

8. Many economies noted difficulties in measuring transaction cost in services.  Canada briefed the meeting on other fora’s approaches to measurement and/or quantification of the transaction costs in services and stated its observation that no forum had agreed on the measurement issue yet.  In this regard Canada suggested that GOS might as well develop a meaningful message for business people on the achievement of GOS and seek assistance of the APEC Secretariat in delivering the message to the public.  The Convenor commented that the Canadian suggestion could be an alternative objective of GOS instead of working on how to reduce nominally five percent transaction costs.  Chinese Taipei suggested that in the case of services rather than focusing on reduction of transaction cost APEC should focus more on liberalization through eliminating regulations that had rendered barriers to trade in services.  

PECC briefed the meeting about the results of recent studies which had revealed that lower levels of transparency increased transaction costs and had negative impacts on foreign direct investment, and vice versa. Economies agreed that GOS should focus more on trade facilitation of services through liberalization of regulations than spending its energy on measurement issues.  The Meeting agreed to report to the CTI that GOS had reached a common understanding that the absence of transparency will have negative impact regardless of statistics, and an agreement that GOS should continue its works on regulatory issues and transparency issues under MOO.  The United States suggested that the GOS enhance its efforts and tie in its works with the Leaders Declaration on Transparency.  Nonetheless some economies suggested that GOS continue to consult more with the CTI with regards to the measurement of the transaction costs in services.

V. Counter-Terrorism Statement

9. The Convenor explained the background of the Leaders’ Statement on Fighting Terrorism and Promoting Growth adopted in 2002.  The United States stressed that it would be desirable for GOS to closely look into activities of four other service-related fora for a better implementation of that Statement.  The United States informed the meeting of its plan to table a proposal on energy security at the SOMI and expected feedback from member economies.  The meeting asked the APEC Secretariat to circulate the United States’ proposal among the GOS members once it was proposed at SOMI.  The meeting agreed to continue to cooperate with the said four fora and EWG inter-sessionally.

VI. APEC Economic Leaders' declaration

10. The Convenor summarized Leaders’ Statements agreed in Los Cabos in 2002, Statement to Implement APEC Transparency Standards and Statement to Implement APEC Policies on Trade and the Digital Economy, and stressed that implementation of these statements would enhance APEC visions and facilitate APEC’s achievement of Bogor Goals.  The Convenor encouraged the meeting to consider specific measures to implement those statements collectively in GOS.

Leaders Statement to Implement APEC Transparency Standards  

11. Economies exchanged information on their practice concerning transparency in services:

· Chile briefed the meeting about the IEG’s approach to implementation of transparency through sharing information concerning bilateral treaties which included transparency-related provisions;  

· Japan introduced a provincial authority’s effort to increase transparency and proposed that it would made a presentation concerning Japan’s best practices in the area of administrative laws and the public comments system; 

· Chinese Taipei highlighted the importance of enquiry points for transparency in service area, and briefed the meeting about its enquiry system available on website; 

· Indonesia briefed the meeting about its new standards in the central bank concerning sharing information with the public through the website.  

12. The United States proposed that economies further exchange information at the next GOS meeting on transparency so that GOS might make a recommendation at GOSIII to be delivered to negotiators in the WTO.   The United States further proposed that GOS develop a service-specific standard for transparency.  Chair reminded the meeting that many works had been done in GOS in the past years and encouraged the meeting to explore measures beyond the level that GOS had already done.  PECC recommended that GOS use e-IAP as an instrument to collect information on regulations rather than creating more new approaches.  The meeting agreed to ask the APEC Secretariat to compile the past work of GOS in this regard into one paper for further discussions, and to have a list of websites concerning legislations governing services of each economy.  The meeting agreed to continue to discuss at the next meeting on the basis of information to be compiled by the APEC Secretariat.

VII. Pathfinder

13. As proposed at the last GOS meeting, Chile was to make a presentation on its pathfinder initiative, but Chile explained to the meeting about the difficulties it had come across while deliberating possible proposals on mutual recognition and professional service areas; (a) the definition of pathfinder is not clear enough to introduce new areas of pathfinder and (b) the areas that Chile had in mind could contradict member economies commitment to the WTO, in particular, as regards Article V of GATS.  Economies differed in opinions on whether Chile’s possible proposal could violate the GATS provisions.  PECC provided an opinion that any creation of MRAs within the APEC member economies would not violate GATS Article V and recommended that GOS refer the example of HRDWG’s mutual agreement on engineers.  Australia proposed that in addition to the previous exercises with other fora GOS also consult with the Transportation Working Group (TPT) concerning MRAs.

14. The meeting discussed whether implementing the Statement to Implement APEC Policies on Trade and the Digital Economy could be a pathfinder for the GOS as a group.  Reminding the meeting that Leaders had already agreed on this issue as a pathfinder initiative, the United States proposed that GOS communicate to the negotiators in the WTO that economies on the Pathfinder list had already made a commitment.  The United States further proposed that GOS provide member economies with information for its implementation.  Some economies supported the United States’ proposal and suggested that GOS help member economies to implement the Pathfinder.  Meanwhile other economies raised different interpretations of the Pathfinder matters that GOS as a group did not need to implement the Pathfinder initiative since the pathfinder is something to find not something to implement.  The Convenor commented that since the Statement to Implement APEC Policies on Trade and the Digital Economy mentioned service sectors GOS should propose how to address the issue and consult with the CTI in this connection.  The meeting did not reach an agreement and will continue to discuss at the next meeting.

15. In relation to this issue, the meeting had discussions on the pathfinder initiative in general.  Canada and Australia expressed their understanding that implementation of a pathfinder initiative should be on a voluntary basis and that the meeting did not need to reach a consensus on any pathfinder related matters.  On the contrary Malaysia commented that even though participation should be on a voluntary basis, at least the definition of pathfinder initiative should be agreed with a consensus.    China reminded the meeting that the reason the Statement to Implement APEC Policies on Trade and the Digital Economy became a pathfinder initiative was that not all economies could agree to implement the Statement.  Economies concurred that further clarification would be desirable in this regard.   

16. Chinese Taipei suggested that GOS consider having a pathfinder initiative in the field of domestic regulations.

17. Thailand raised its concern over the implication of the list of participant economies in the Statement to Implement APEC Policies on Trade and the Digital Economy; Thailand accepted the Statement as it was based on the understanding that any obligation arising from being included as a participant economy would be honored on a best endeavor basis.

VIII. CAP I 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.

18. Japan made a presentation on the Agreement between Japan and Singapore for a New Age Economic Partnership on Professional Service which had recently been signed, and further informed the meeting of its plans to promote more FTAs with Mexico and ASEAN.  The meeting appreciated Japan’s contribution to information sharing on professional standards.   In response to member economies enquiries Chile briefed the meeting about its recent development in FTA with Korea.

19. The Convenor briefed the meeting on his consultations with the Lead Shepherd of the Human Resources Development Working Group and the Chair of the Sub-Committee on Standards and Conformance on their experiences on Mutual Recognition Agreements.  The SCSC had proposed to carry out the said consultation inter-sessionally.  The Convenor will continue his effort to obtain information in this regard from the two fora, and will request further information from TPT.

20. Economies informed the meeting of their respective experience with regard to mutual recognition and/or professional standards:

· Mexico made a presentation on its agreement to include engineering, international practice of law, and accounting as professions of mutual recognition in accordance with relevant provisions of NAFTA.  Mexico also recently reached an agreement with the European Union on architects;

· The United States explained that in the United States most professions were regulated at state level so that there would be significant difference in its approaches to multilateral agreement and to bilateral agreements.  Concerning mutual recognition, most negotiations were being done by relevant professional organizations.  

21. Chile explained that it had come across insurmountable difficulties while tackling the mutual recognition matters since not only the definitions of professions differed from economy to economy but also the definitions of professions differed.  Chile pointed out that concluding MRAs in APEC might be too ambitious an objective for GOS to achieve and alternatively proposed that GOS start from lower levels such as exchange of information.  Chile volunteered to draft a matrix to be used for collecting information associated with professions and proposed that GOS continue to consult on the draft matrix inter-sessionally.  Chinese Taipei proposed that GOS collect laws of each economy on regulating professions for basic information, meanwhile the United States expressed its concern that it might not be able to provide such information due to the decentralized nature of its system.  PECC reminded the meeting that in terms of the exchange of information on MRA, GOS had already compiled information in a professional service inventory, and suggested that the said inventory would render an appropriate starting point for future works.   The United States raised a question on the practicability of the current approaches to mutual recognition and explained that the United States had been able to conclude only a few agreements of the nature of mutual recognition over fifteen years.   The United States also pointed out that in some economies the federal governments did not have an authority on recognition of professions.  The United States proposed that GOS focus on the DDA negotiations as a short-term goal, with MRA related issues being long-term goals.
22. The Convenor suggested that conclusion of MRAs could not be a direct object of GOS and that it would be more efficient if GOS started with focusing on professional standards.   The Convenor stressed that in spite of the diversity of regulation concerning state versus province there should be a common ground i.e. standard  issues as had been observed in some examples of previous MRAs at the bilateral level.  The Convenor highlighted that some APEC fora such as HRDWG and SCSC had experiences in this regard and proposed that for the purpose of efficiency GOS seek further information on their experiences.  Australia proposed that GOS seek to collect information from TPT too.  The meeting agreed to seek more information from such fora, and to continue its discussion at the next meeting.
IX. CAP III) To improve understanding of the impact of liberalization of services.

Project: Progress Report of the Studies on the costs and benefits of services trade liberalization 
23. Indonesia reported on recent progress related to the project of the Studies on the Costs and Benefits of Services Trade Liberalization.  The Project Overseer has selected experts in four service sectors whose contracts had been concluded.  Experts have already began their work. Indonesia as well reported that, as informed the Group Inter.-sessionally, the coordinator of the project was Prof. Robert Scollay from the PECC.The final draft outcomes of the project will be circulated through APEC Secretariat among the GOS members before July.

Impact of trade liberalization and facilitation of environmental services on APEC economies
24. China reported on recent progress related to the project of Impact of Trade Liberalization and Facilitation of Environmental Services on APEC Economies.  Project Overseer circulated a questionnaire in response to GOS decision in 2002, and expected feedbacks from member economies by 15th March.  China requested the APEC Secretariat’s assistance for faster conclusion of contracts with selected experts, and the APEC Secretariat explained the processes and stated that it would make its best efforts to finalize the contract as soon as all necessary information was collected.

X. CAP V) Where appropriate and possible to the WTO's work on services, including through: identification of APEC services related work projects as inputs to consideration of services trade issues by the WTO Council for Trade in Services and its subsidiary bodies; and information exchange and technical assistance, to support GOS Members´ preparations for successful participation in WTO services negotiations.

Watch Group to report progress in the ongoing WTO services negotiations (Chinese Taipei)
25. Chinese Taipei made a presentation on the most recent developments in WTO negotiations on services.  The meeting appreciated Chinese Taipei’s useful contribution.  The United States suggested that GOS member economies have a separate meeting in Geneva with an eye to exchanging information on initial requests and offers for special commitment in the process of the DDA services negotiation.  Canada raised a question on the objectives of such a meeting in Geneva.  Other economies suggested that having a APEC member economies’ meeting in general would be more desirable than a separate meeting for GOS members.  The Convenor informed the meeting that SOMI would discuss Thailand’s proposal on reactivation of APEC caucus in Geneva, and the meeting agreed to wait until SOM rendered a decision on this issue and to discuss inter-sessionally.

SATURDAY, 15 FEBRUARY, 2003

XI. CAP I) Develop and implement the Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment (Phase III). 

Discussion of ‘Good Regulation and Best Practices for Regulatory Impact Analysis’ 

26. PECC led the discussion session of the meeting under this item.  PECC reminded the meeting that Phase III of the project on the Menu of Options should be completed during the year 2003, quoting GOS decision in 2002 that “In 2003, the GOS will complete Phase III of the Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment by carrying out a substantive discussion of the issues contained in the papers and presentations, and in the summary document prepared by PECC entitled Towards Improving The Understanding And Application of Services Regulation, with the objective of preparing conclusions that represent GOS members understanding of these issues.”  (Annex to the Report of the GOS presented to the CTI at its meeting in Acapulco, Mexico, August 16-17, 2002, SOM III).  PECC briefed on the progress achieved under the Menu of Options project and the objectives of the work for this year.  PECC further explained its design to finalize Phase III in the manner set out in the Work Plan that had been prepared by PECC as coordinated by Sherry Stephenson and Soonhwa Yi and agreed by the GOS members inter-sessionally.  

27. Of the two parts of the afore-mentioned work: one concerning domestic regulation and transparency at the multilateral level and the other concerning good regulation and regulatory impact analysis (RIA) at the national level, the meeting discussed mainly  the latter and focused more on what would constitute good regulation and best practices for RIA, based upon issues which had been raised in the following papers and presentations: 

· “What Constitutes Good Regulation for Services?” by Peter Mumford;

· “Regulatory Impact Analysis for Services,” by Peter Mumford; and

· “Improving Capacity for Carrying out and Enforcing Regulatory Impact Analysis,” by Ali Haddou-Ruiz.

28. The meeting discussed two broad issues: (a) what good regulation for services constituted and (b) what best practices in RIA for services were and how the capacity for carrying out and enforcing RIA could be improved.  Such discussions were carried out based upon a set of questions that PECC had drawn from the above paper and presentations and had circulated among the GOS members before the meeting. 

(a) What Constitutes Good Regulation for Services?

29. Led off by New Zealand, the meeting discussed the issues of ‘models’ versus ‘principles’ of good regulatory practice, quality of good regulation/poor regulation, transparency of regulation, and the policy objectives of domestic regulation.  The meeting reached an understanding that ‘models’ of good regulatory practice may be useful for developing economies to adopt, in function of their capacity constraints, but that ‘models’ must be ‘adapted for specific purposes’ in a given domestic context, should have the support of the domestic constituency and should be flexible.  Some economies expressed the view that good regulation would reduce costs, be transparent, have a clear policy objective, and promote trade. 
(b) Regulatory Impact Analysis for Services and Improving Capacity for Carrying out and Enforcing Regulatory Impact Analysis 

30. Led off by Mexico, the meeting discussed the following issues: 

· status of a national regulatory body;

· application of RIA in the process of developing a domestic regulation;

· the purpose of the RIA review process, function of public consultation in the RIA;

· benefits of RIA, strategies to promote and improve RIA; and

· capacity building in the areas of development of domestic regulation and of RIA. 

31. The meeting agreed that RIA is one of many important tools for developing efficient, transparent and effective domestic regulation.  Economies stressed the importance of capacity building via means of seminars on domestic regulation, on-line provision of clear guidelines on RIA, and active training programs. 

32. Some economies expressed that it was important to build a communication channel between trade policy makers and regulatory officials, through which both parties could cooperate in developing domestic regulation and carrying out RIA.  This cooperation should help to ensure that domestic regulation is consistent with multilateral trade rules on domestic regulation and that it is both efficient and effective. It was also stressed that communication between GOS participants and WTO services negotiators should be developed so as to ensure that the work of GOS could contribute to the WTO process.  

Transparency in the regulation of services: Discussion of prospects for addressing transparency in the regulation of services at SOM II

33. Having discussed the issue of transparency under item IV on APEC Trade Facilitation Principles, it was understood that no further presentation on the issue was necessary under this item at this meeting.  The meeting agreed that the item would be substantively elaborated during the discussion session of the Menu of Options project at the next GOS meeting, where Canada would present the item.      

XII. Other business

APEC Trade Facilitation Workshop
34. Canada reported on the main outcomes on the APEC Trade Facilitation Workshop held on 5th August in 2002.  The Workshop produced several key recommendations such as:

· APEC to develop a measurement for trade facilitation;

· IAPs to focus more on APEC’s five percent reductions of transaction costs;

· CAP to be more specific and clear; and

· APEC to participate in development planning process. 

The meeting took note and expressed appreciation of Canada’s presentation.

Request to broaden contact list on service experts
35. The Convenor reminded the meeting that GOS had agreed to update its contact list including service-related experts inter-sessionally, and pointed out that the current contact list the APEC Secretariat maintained still had some out-of-date information.  The Convenor requested that member economies provide the latest information to the APEC Secretariat as soon as possible. 

Request of the additional funding for the Menu of Options project

36. Chinese Taipei, as overseer of the MOO project, reported the Group for the purpose of transparency that Chinese Taipei requested the BMC for additional funding to the travel item of the project that would finance the Coordinators of the project to travel to GOS meetings to be held during the year 2003, with a view to completing the project. The meeting agreed that the request would be brought forward to the BMC.  

GOS Convenor replacement and appointment of a Vice-convenor

37. The Convenor explained to the meeting that recently his government had assigned more tasks in the FTA negotiations in addition to the WTO negotiations and that because of his crowded schedule concerning both negotiations it would be impossible for him to continue to assume his Convenorship in GOS.  He recalled that there had been efforts to solve this problem within GOS in the past months, which had not been successful.  He suggested that GOS bring this issue forward to the CTI for further instructions.  Some economies suggested that he continue his Convenorship and seek a substitute on an ad hoc basis in case he should be unavailable at a specific meeting.   The Convenor elaborated more in detail his problems to attend meetings and proposed that the meeting agree on a solution.  The meeting reached an understanding that it could not solve this issue for itself and asked the Convenor to have a consultation with the CTI.  The Convenor will report to GOS on the result of consultation with the CTI.

Discussion on GOS documents to be presented at CTI
38. The meeting reviewed and discussed Convenor’s draft documents to be presented at the CTI and agreed that the Convenor’s draft would be submitted to the CTI.  The United States proposed that such papers should reflect GOS’ commitments on WTO services negotiations and the Convenor reminded the meeting that the WTO matters were already mentioned in those documents.

XIII. Future meetings

39. The meeting agreed to have its next meeting during the period set out for SOMII related meetings before CTI meeting. (SOM II to be held in Kohn Kaen during 21-30 May.) 

Meeting documents
40. The meeting requested the APEC Secretariat to circulate the final meeting documents among the member economies electronically.

41. The meeting reviewed the meeting documents and agreed to release all to the public except for the document on Work Plan for the MOO (2003/SOMI/GOS/006) since the document might require to be revised.

XIV. Summary and conclusions

42. The Convenor expressed its appreciation for the GOS members’ cooperation during the meeting and for Thailand’s support.

______________________________
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