APEC GROUP ON SERVICES (GOS)

SECOND SENIOR OFFICIALS MEETING 2003

21st GOS MEETING

Khon Kaen, Thailand

Summary Record

The 21st meeting of the Group on Services (hereinafter referred to as “the meeting”) was held in Khon Kaen, Thailand from 23rd to 24th of May 2003.  The meeting was chaired by Mr Choi, Seok-young, Deputy Director General for APEC Affairs, Ministry of Foreign Affairs and Trade of Korea. Nineteen economies were represented: Australia, Brunei Darussalam, Canada, Chile, People’s Republic of China, Indonesia, Japan, Republic of Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, Peru, Republic of the Philippines, Singapore, Chinese Taipei, Thailand, United States of America and Vietnam.  The APEC Secretariat and PECC were also present.

I. Opening remarks (Convenor)

1. The Convenor informed the meeting that the Committee on Trade and Investment (hereinafter referred to as “the CTI”) had nominated Korea as the new Convenor of the Group on Services (hereinafter referred to as “GOS” or “the Group”) at CTI I in Chiang Rai.  The Convenor offered his best efforts to progress the work of the GOS and, in this connection, requested the active support of all GOS members.  The Convenor stressed that, as the DDA negotiations were underway, GOS should make a meaningful contribution to these negotiations and undertake relevant work programmes to achieve this goal.  Economies congratulated the Convenor and pledged their support.

II. Summary Record of the previous meeting (Convenor)

2. The meeting reviewed “the Convenor’s Summary Record of Discussion of the Meeting on February 14-15 in Chiang Rai (2003/SOMII/GOS/001).  The Convenor reminded members that the draft Summary Record had been circulated and the feedback from members had already been incorporated into the Record.  Canada proposed that a minor modification in paragraph 25 be made to better reflect the discussions.  After accepting Canada’s amendment, the meeting adopted the Summary Record.
III. Adoption of the Meeting Agenda (All economies).

3. The meeting considered the draft Agenda proposed by the Convenor.  The Convenor also proposed to add one sub-item on the establishment of a small group for project evaluation under item XIII Other Business. And on the request from a member, the meeting agreed to switch item IX.a with IX.b. The Group adopted the Agenda with the inclusion of this addition (2003/SOMII/GOS/002).  
4. During the meeting the agenda was further modified by moving or adding to item XIII the following two sub-items:
· Skills Standardization for the Nursing Profession

· Japan’s briefing on recent structural reforms

IV. 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). 

5. The Convenor summarised the progress that GOS had made so far as regards the Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment (hereinafter referred to as “the MOO”) and reminded the meeting that the MOO Phase III should be completed by GOSIII.  He stressed that it was critical for GOS to wrap up the related discussion at this meeting.  
6. The discussion focused on domestic regulation and transparency at the multilateral level, drawing upon questions and issues raised in the following papers that had been prepared for the Group in 2002.  These included: 

· Issues in Domestic Regulations of Services: Horizontal vs. Sectoral Disciplines, by Alexandra Sidorenko and Christopher Findlay (2003/SOMII/GOS/007) 

· The ‘Necessity Test’ in Domestic Services Regulation, by Joel Trachtman (2003/SOMII/GOS/008).  

· Deepening Sectoral Disciplines for Services Regulation, by Geza Feketekuty (2003/SOMII/GOS/009).  

· Transparency in Regulation of Services, by Sherry Stephenson and Soonhwa Yi (2003/SOMII/GOS/010).  

7. Given its relevance to the project, to introduce the discussion, Canada presented a brief update on the progress in Geneva in the WTO Working Party on Domestic Regulation,. Chinese Taipei reported that it was carrying out consultations with domestic professional service organizations on the possibility of applying the WTO Disciplines on the Accountancy Sector to other professional services.  With the assistance of the WTO, Chinese Taipei had held a seminar on the issue in February 2003 and had found this helpful. 

8. The discussion session was chaired by the Convenor, who briefed the Group on the status of the Menu of Options project and highlighted the importance of the project to the Group.  He urged that the Group endeavour to reach a consensus document at the next GOS meeting so as to finalize the project in 2003. 

9. The Convenor noted that Soonhwa Yi, on behalf of PECC, would present the first three papers since the economies that had been requested to lead off on these discussions (Australia and the US), were not in the position to conduct the presentation.  Soonhwa Yi presented the main speaking points of the first three papers, followed by Korea’s presentation on the last paper on transparency.  Main points of the discussion were. 

Issues in the Domestic Regulation of Services: Horizontal vs. Sectoral Disciplines. 
10. The US is open to the development of horizontal disciplines with respect  to transparency.   In addition, it does not rule out the option of sectoral disciplines.   

The ‘Necessity Test’ in Domestic Services Regulation

11. Chile stated that concluding a recognition agreement between economies that have little in common may be very burdensome. 

 Deepening Sectoral Disciplines for Services Regulation

12. The US stated that the development of model sectoral disciplines, such as the Disciplines on Accountancy, could be useful.  However, one should be cautious about the broad application of the Reference Paper of the Agreement on Basic Telecommunications to network-based services.  The application of the Reference Paper must be on a case by case basis. Thailand stated that general disciplines of the Reference Paper could be applied to network-based services. 

 Transparency in Regulation of Services

13. Chinese Taipei stated that enhancing transparency via increasing more report forms of the Electronic Individual Action Plans (E-IAPs) might be administratively burdensome. Given the existence of the WTO/GATS schedules and the notification obligation under GATS, the additional value-added of the E-IAPs may be limited.  However, Korea, Thailand and the US all felt that making use of the E-IAPs would be a useful way to reflect progress in services trade liberalization and would be very beneficial for transparency purposes.

a. Follow-up of Menu of Options

14. The meeting agreed to ask PECC to draft consensus points and submit its initial draft by 15th June 2003; to encourage member economies to provide comments on the draft by 10th July; and to ask PECC to incorporate those comments into its draft by 31st July 2003.  The meeting also agreed to continue to discuss the consensus points at GOS III.
15. At the end of the discussion, the Convenor encouraged the Group to think about how to follow up on the Menu of Options project next year.
V. APEC Economic Leaders' declaration (All economies)

16. Referring to the Leaders’ Statement to Implement APEC Transparency Standards, the Convenor proposed that the GOS’s contribution to the Statement be focused on the implementation of sub-paragraphs 7. a. and 8.a. of the Leaders’ Statement.  He also suggested that should the United States’ proposal on implementing the Statement be adopted, the proposal would fall in the category of the Group’s implementation of the Statement.   The meeting agreed to the Convenor’s proposal.

a. Statement to Implement APEC Transparency Standards.

17. The meeting discussed ways to implement the Statement on APEC Transparency Standards at GOS level and, in particular, how to improve, revise or expand the Transparency provisions of the Menu of Options, taking advantage of the discussions under the above agenda item.  

18. The United States informed the meeting that it would submit a proposal “Transparency by 2005: An APEC Transparency Strategy to Ensure Implementation of the Leaders’ Transparency Standards” at the CTI and asked members for their comments. (2003/SOMII/GOS/012)  The United States also tabled a paper proposing Transparency Standards for Services (2003/SOMII/GOS/028).  The United States explained that the Leaders Statement calls for economies to follow the GOS’ MOOs on transparency, and for the GOS, which elaborated these MOO standards, to review, revise and expand them further.  SOM has agreed that all sub-for a will undertake this work so that, pursuant to sub-paragraph 8.c of their Statement, Leaders can incorporate all of the area-Specific Transparency Standards this year into their Statement on Transparency Standards from last year. To help fora to implement this mandate, the United States is proposing area-specific transparency standards in all fora.  Economies expressed interest in the United States’ proposal, and engaged in a substantive discussion of it, asking questions of and receiving replies from the United States.  Some mentioned that they needed more time to consult with their respective capitals before they could comment on the proposal.  Some economies suggested that the use of clear terminology would be more productive. 

19. The meeting welcomed the United States’ proposal and agreed to further discuss the proposal inter-sessionally and at GOSIII.  The Convenor encouraged members to consult with their relevant authorities.  The meeting agreed that members would consult domestically and provide comments by 30 June.  On the basis of the comments received the United States would revise its initial proposal by mid July.  The meeting further agreed to ask the APEC Secretariat to circulate the relevant comments to member economies.

20. PECC tabled a proposal concerning a mechanism to monitor the implementation of the MOOs (2003/SOMII/GOS/027) that had previously been submitted to GOS meetings but that could not be discussed due to a lack of time.  PECC proposed that APEC use the e-IAP not only to follow up the result of the MOO on transparency and but also to monitor the progress in implementing the Leaders’ Statement.  The United States reminded the meeting that the CTI had agreed to have the current IAPs reviewed by relevant fora with an eye to reflecting the transparency standards.  The meeting agreed to discuss PECC’s proposal inter-sessionally and at GOSIII and to apply the same timeline that had been agreed upon regarding the United States’ proposal.

21. As agreed at GOS I, the APEC Secretariat submitted a paper that compiled past GOS work related to transparency.  The Convenor commended the APEC Secretariat for the compilation (2003/SOMII/GOS/011).  

b. Statement to Implement APEC Policies on Trade and the Digital Economy.

22. The Convenor briefed the meeting on his communications with the CTI Chair concerning the definition of the Pathfinder Initiative and referred to a letter received from the CTI Chair (2003/SOMII/GOS/015).  

23. The meeting discussed ways to follow-up on the “Leaders’ Pathfinder Statement to Implement APEC Policies on Trade and the Digital Economy” at GOS level.  The United States informed the GOS that it had revised its “Next Steps” proposal from CTI I/SOM I for implementing this Pathfinder (2003/SOMII/GOS/013)”, and explained that it would table this revised “Next Steps” paper at CTI II and SOM II for endorsement. The United States also recalled that its “Next Steps” paper proposes an “APEC Digital Trade Seminar: Defining an Environment that Facilitates Trade in the Digital Economy,” which, if its proposal is endorsed, will be held during the course of the SOM III and related meetings in Phuket. The United States stressed that trade in services assumes critical importance in digitised environments, and  recalled that the Leaders’ Statement calls for economies  to self-select services critical to electronic commerce and reduce or eliminate certain barriers to trade in suchservices.   The “Next Steps” paper envisages that pathfinder economies will (a) identify services critical to e-commerce and make WTO offers in these areas, or, for acceding economies, endeavour to make accession commitments in these areas, and (b) report on progress to limit or eliminate barriers in paragraphs 7(a)-(c) of the Leaders’ Statement, and provide this information to GOS III and CTI III by the meetings in Phuket.   The United States said that the CTI and GOS will need to interact closely to ensure progress for reporting to SOM/Ministers/Leaders in October. .

24. The meeting agreed that it was productive to be informed and to better understand this issue and that participant economies of the Pathfinder initiative would follow up on the Statement taking into account the United States’ proposal.  Without reaching a decision, they agreed to continue to discuss the matter at future meetings.  

VI. Trade Facilitation (All economies)

a. Inputs received from the 4 services-related Working Groups (Telecommunications, Transportation and Tourism, plus Energy). (Convenor)

25. GOS had contacted the four services-related Working Groups for information on the implementation of the APEC Trade Facilitation Principles and Trade Facilitation Action Plan.  No further response had been received to date.  The Convenor said that he would contact again  those fora and suggested that if there was no response that the GOS ask the APEC Secretariat to provide GOS with copies of reports from those fora that have been put forward to the SOM.  The meeting agreed to this suggestion.

b. Implementation of the APEC Trade Facilitation Principles

26. The Convenor tabled a revised draft report to the CTI on the implementation of the APEC Trade Facilitation Principles (2003/SOMII/GOS/014).  The meeting endorsed his draft.

VII.  Counter-Terrorism Statement (All economies)

27. The Convenor informed the meeting that both the CTI and SOM had held discussions on ways to follow up the Leaders’ Counter-Terrorism Statement.   He suggested that, as those issues were not limited to services, the GOS should wait until the outcome of those discussions.  At the same time the Convenor stressed that sub-fora were also expected to follow up the Statement and that the GOS should consider how to follow up the Counter Terrorism Statement after the CTI Counter-Terrorism Task Force handled the issue.

VIII.  Pathfinder Initiatives (All economies)

28. The Convenor briefed the meeting again about the CTI’s clarification of the meaning of the pathfinder approach.  Korea proposed that GOS derive CAPs, IAPs and Pathfinder Initiatives from its MOOs once GOS adopted the MOOs.  The meeting agreed to consider at a later stage if the adopted MOOs could become CAPs or Pathfinder Initiatives.  The meeting encouraged economies to consider developing possible pathfinder initiatives.  

IX. 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

a. 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. (Convenor)

29. The Convenor reported to the meeting that in response to the former Convenor’s request for information sharing on mutual recognition agreements, the SCSC had provided information on its experiences (2003/SOMII/GOS/017).  The meeting welcomed and noted the information and agreed to ask the Convenor to again request information from the HRDWG. Malaysia added that it would notify HRDWG lead shepherd of this matter, as the Lead Shepherd is from Malaysia.
b. Information sharing on professional services (All economies)

30. Japan presented the outcome of its recent Symposium on the Movement of Natural Persons where governments, the WTO and business representatives exchanged views on professional services.  Noting the symposium was a non-APEC event, the meeting appreciated Japan’s willingness to share the information. Japan closed the presentation by remarking that it was considering to follow up this event in the APEC framework, particularly in connection with HRDWG, IEGBM and GOS and solicited the support from members(2003/SOMII/GOS/016).  

31. Chile stressed that the less-skilled professional services issue was also important and suggested that GOS include this on its agenda for the next meeting.  The Convenor noted Chile’s request and explained that related issues could be dealt with under the current agenda item XI. b. concerning mode 4. 
32. Thailand suggested that the issue could be linked with item IX.c (Indonesia’s project: Skills Standardization for Nursing Projects) since it is closely related to accreditation, certification, quality improvement of health care industry. Also, the Philippines explained the difficulties it faced in the nursing services area due to a lack of standardization of the area. The Convenor said that he would keep this issue on the agenda and promote information exchange with HRDWG and IEGBM.
X. CAP III) To improve understanding of the impact of liberalization of services.

a. Project: Progress Report of the Studies on the costs and benefits of services trade liberalization (Indonesia)

33. As the overseeing economy, Indonesia briefed the meeting on the recent progress of the project.  The meeting noted that all the studies had been carried out as planned, except for the study on insurance services.  The meeting agreed to ask Indonesia to circulate the first drafts of the respective sectoral papers for consideration and comment by members before GOSIII.  The study should be finalized before the AELM. 
b. Impact of trade liberalization and facilitation of environmental services on APEC economies (People's Republic of China).

34. As the overseeing economy, China briefed the meeting on the progress of the project; most of the literature review had been carried out and only a few economies had submitted their response to the questionnaire that the study team had circulated. China requested that economies respond to the questionnaire as soon as possible. The meeting noted the progress and encouraged the remaining economies to submit their inputs as early as possible.

35. China also briefed the meeting on some of the difficulties that the study team faced after the Severe Acute Aspiratory Syndrome (SARS) outbreak in terms of the travel necessary to undertake the study and indicated the possibility of seeking an extension to the project.  The meeting noted the situation and agreed to revisit the need to extend the project at GOS III.

XI. 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.

a. Progress in the ongoing WTO services negotiations

36. As a volunteer economy of the World Trade Organization (WTO) Watch Group, Canada reported progress in the WTO services negotiations.  The meeting noted and appreciated Canada’s report.  The meeting also noted that, as at 23 May 2003, only eight APEC member economies had submitted offers.  Chile informed the meeting that it would submit its offer shortly. Also, Thailand informed that it would submit soon after completing consultation with business sector. Following the Convenor’s suggestion, the meeting agreed to encourage GOS members to submit their offers as early as possible.  The meeting welcomed reports by other volunteer economies’ at coming meetings.

b. Transparency for mode 4 initiative (Canada) 

37. Canada presented its WTO initiative on “transparency for mode 4” and requested members’ comments (2003/SOMII/GOS/019).  Members exchanged some questions and answers on Canada’s basic ideas, but economies sought to go through respective internal consultations before making substantive comments.  The meeting welcomed Canada’s proposal and agreed to further discuss the initiative, both inter-sessionally and at GOS III.  In this regard, the meeting agreed to apply the same timeline as had been agreed under agenda item V. a : members to comment by 30 June.
XII. 2003 TILF Deliverables (All economies)

38. The Convenor tabled a draft revised GOS Forecast of 2003 TILF Deliverables which had been endorsed at GOS I (2003/SOMII/GOS/020).  The United States proposed that the draft address GOS’s efforts to implement the Leaders’ decisions.  The meeting endorsed the draft, including the United States’ amendment.

XIII. Other Business

a. Collective Action Plan for 2003 (All economies)

39. The meeting adopted the revised CAP for 2003 that the Convenor proposed after some amendments suggested by Hong Kong, China; Chinese Taipei; and PECC. (2003/SOMII/GOS/021)
b. Request to broaden contact list on service experts (Australia)

40. The meeting agreed to encourage member economies to expand their contact lists by including a services expert pool. (2003/SOMII/GOS/024, 025) The APEC Secretariat agreed to remind members of this decision on a regular basis. 

c. Discussion on GOS documents to be presented at CTI (All economies)

41. The meeting discussed the GOS documents to be presented to the CTI including documents which were endorsed in other items.  China explained that the GOS project on environment services might not be a deliverable this year due to the impact of the SARS outbreak, but agreed to maintain the related portion of the relevant documents until a final decision is made at GOSIII. (2003/SOMII/GOS/014, 020, 022).
42. The United States proposed that such documents reflect GOS activities to implement Leader’s Statement on the Digital Economy.   The meeting agreed to state in the relevant document that GOS discussed ways to follow up the Leaders’ Statement; that Pathfinder participant economies agreed to follow up implementing the Statement taking into consideration the United States’ proposal; and that GOS agreed to discuss this issue at future meetings.

43. The meeting endorsed the said documents subject to changes proposed by Australia and Indonesia, the United States, Thailand and Canada in addition to the additions stated in the fore-going paragraph.

d. Establishment of a small group for project assessment

44. The APEC Secretariat explained that in accordance with the APEC Project Guide Book every fora should have small groups to review evaluation papers to be put forward by project overseers.  The meeting agreed to establish a small group with permanent members and ad hoc member(s); the former Convenor economy and the current Convenor economy are to be permanent members, and other economies would volunteer on a case-by-case basis.  Consequently, Mexico and Korea became the members of the small group until the current Convenorship changes and the United States volunteered to participate in the small group for the project “Studies on the costs and benefits of services trade liberalization.”

e. Skills Standardization for Nursing Profession (Indonesia)

45. Indonesia withdrew its initial proposal on the nursing profession that had been circulated by the APEC Secretariat before the meeting and instead tabled a concept paper concerning a potential project on the nursing profession.  Highlighting that both demand and supply of nursing services had been on the increase, Indonesia indicated that it would submit a project proposal at GOSIII and asked for members’ initial comments on its concept paper.  Japan expressed its concern that the proposal might be a cross-cutting area related to other APEC fora beyond the GOS and further pointed out that such a project might duplicate the work of other international organisations.  Other economies expressed their interest in and support for the Indonesian proposal.  The meeting agreed that economies would provide Indonesia with comments by 30th June 2003.   

f. Other Issues

46. For the information of the Group, Japan briefed the meeting on the recent structural reform of its government.  The meeting welcomed and noted the briefing. 

47. Chair informed the meeting that the last BMC meeting approved the request for reprogramming (additional funding) for the MOO project.      

XIV. Future meetings (All economies)

48. The Group agreed to hold the 2003 GOS III meeting in Phuket, Thailand in the margins of SOMIII in August 2003.  Thailand informed the meeting, on preliminary basis, that GOS III meeting would probably be arranged on 14th and 15th August.   The exact date will be announced by the host economy.

XV. Meeting Documents (All economies)

49. Members considered the release of documents tabled at the meeting and classified four documents (2003/SOMII/GOS/012, 013, 019, 028) as non-public documents since those documents were not yet final.

XVI. Summary and conclusions (Convenor)

50. The Convenor appreciated the active participation of members. He asked GOS members to have a more strengthened dialogue in order for GOS to address challenges and to be real services experts’ gathering. On behalf of the members and the Group, the Convenor expressed his gratitude to the Thai government, the APEC Secretariat and PECC for their valuable contributions.

	


Annex 

Time Schedule for GOS’ Inter-Sessional Works

	
	MOO Phase 3


	U.S Proposal on Transparency Standards for Services
	Indonesia’s

Project : Services Trade Liberalization
	Canada’s mode4  project


	The Indonesia’s project: 

Nursing Skills Standardization

	Members to comment
	5th July
	30th June 
	After the sectoral paper
	30th June 
	30th June

	Revised proposal
	 15th July
	Mid July
	Comprehensive paper before GOS III
	Mid July
	Before GOSIII

	Additional comments
	31st July
	30th July 
	Before and at GOSIII
	31st July
	At GOSIII
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