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The 24th meeting of the Group on Services (hereinafter referred to as “the meeting”) was held in Pucón, Chile on 26 May 2004.  (Prior to the meeting, delegates held an informal round table on 25 May 2004 to exchange preliminary views without any formality and record so that GOS could effectively discuss all agenda items during the meeting.)  The meeting was chaired by Ms Rosanna Law, Assistant Director General, Trade and Industry Department, Hong Kong China.  Twenty economies (20) were represented – Australia; Brunei Darussalam; Canada; Chile; China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; Mexico; Papua New Guinea; Peru; Philippines; Russia; Singapore, Chinese Taipei; Thailand; The United States of America and Viet Nam.  Mr Allan Bowman, Chair of the Committee on Trade and Investment (the CTI) attended part of the meeting.  The APEC Secretariat was also present.  

I. Opening remarks 

1. The Convenor opened the meeting by expressing her pleasure of assuming the Convenorship of the Group on Services (hereinafter referred to as either “GOS” or the “Group”).  She expressed her appreciation to Mr Kim Jin-dong of Korea, acting Convenor, who chaired the 23rd GOS meeting, and commended the APEC Secretariat’s active role during the absence of a Convenor.  She also asked for support from members and the APEC Secretariat in the future. 

II. Adoption of the Meeting Agenda 

2. The meeting adopted the draft meeting agenda which had been discussed inter-sessionally. (2004/SOMIII/GOS/001)

III.  Summary Record of the previous meeting 

3. The meeting adopted the Convenor’s Summary Record of the 23rd GOS meeting held on 27 ~ 28 February 2004 in Santiago, Chile which had been discussed inter-sessionally.  (2004/SOMIII/GOS/002) 

IV.  Leaders/Ministers/SOM decisions and CTI Priorities

1. Support for the WTO

4. The meeting discussed this agenda item together with agenda item V.5. (See paragraphs 23 ~ 30)

2. Implementation of the Trade Facilitation Action Plan

5. The meeting endorsed the draft progress report to the Ministers Responsible for Trade (MRT) through the CTI on Implementation of the APEC Trade Facilitation Principles (2004/SOMIII/GOS/003 rev1).

3. Implementation of the pathfinder initiatives 

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

6. The meeting discussed how to follow-up the “Statement to Implement APEC Policies on Trade and the Digital Economy.”  The Convenor reminded the meeting that GOS should respond to the Statement by working on progressive reduction and elimination of limitations to the services critical to e-commerce, and through helping economies make offers in the WTO negotiations in relation to the digital economy.  She suggested that members consider reporting on elements relevant to the digital economy and sharing this information at GOS III.  To facilitate other members’ reporting, Hong Kong, China undertook to provide a report on telecommunications which was an important contributing element to the digital economy.   The United States of America informed the meeting that it would make a proposal at the CTI on the uniformity of reporting methods to help the initiative go forward and to keep track of progress.

7. The United States emphasized that express delivery services is a significant and integral element for the digital economy and suggested that all pathfinder economies provide a clear definition of express delivery in their schedule of specific commitments.   The United States of America reminded that it had tabled a paper of its own definition, for the information of the Group, at the previous GOS meeting, and that ABAC had called for GOS’s work regarding express delivery in the new services sectors.  Chile echoed the importance of express delivery, and further proposed to include other elements such as air transportation and mode-4.   Mexico also stressed the necessity of discussing more substantive areas together such as transportation.   The United States of America responded that transportation issues would be better discussed at bilateral levels and that mode-4 should be dealt with in the context of movement of people.  Indonesia and Philippines said that above all the scope of discussion should be clarified, as there would in all likelihood be an additional burden that economies would encounter in responding to any proposal. It was therefore important for the benefit of developing economies to have clarification in this regard.  Chinese Taipei requested that the United States of America, as proponent, present its own best practices and/or the benefits derived from liberalization of express delivery services.  The meeting agreed to invite member economies’ further comments and/or suggestions in this regard and to ask them to take this issue back for further domestic consultations with relevant regulatory agencies.  The meeting understood that this exercise should have an open-ended deadline, while noting that negotiation schedules which could be agreed upon in Geneva would affect discussions in GOS.  
b. Pathfinder initiatives on services

8. There was no additional proposal on pathfinder initiatives made in the meeting.  The Convenor reminded that GOS had completed a project on the Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment (MOOs) in 2003 in which the project coordinator, PECC, had put forward some recommendations to the Group such as transparency in services through E-IAPs and capacity building on regulatory impact analysis. These could be new pathfinder initiatives for GOS.  She also recalled that some economies had suggested more work be done on inquiry point system, mode-4, professional services and mutual recognitions.  The Convenor invited member economies to give new suggestions on how to follow up proposals made by PECC at the next GOS meeting.

4. Implementation of the APEC transparency; Transparency Standards for Services Area 

9. The Group discussed how to implement the “APEC Transparency Standards for Services.” The United States of America informed the meeting of its domestic activities concerning a transparency web portal under its “Open Government Project” and suggested that GOS invite the United States Coalition of Services Industry (the USCSI), which had undertaken the project to GOS III, to share information with members (2004/SOMIII/GOS/015).   The meeting agreed to ask the Convenor to send an invitation letter to the USCSI.  The meeting asked the United States of America to provide related information that the CSI will share with GOS in advance of the next meeting.

10. To follow up on the “Leaders’ Statement to Implement APEC Transparency” and its proposal at GOS I “Initial Proposed Actions,” the United States of America tabled a paper which included five proposed actions and asked for comments from member economies inter-sessionally (2004/SOMIII/GOS/014).  With regard to the mechanism for the implementation of the transparency standards for services, in response to questions raised during the meeting on how to monitor the implementation of the standards, the United States of America suggested that each economy take its own respective role in implementing the transparency standards and that APEC be able to share information on the implementation through a template to be considered at the CTI.   Chile stated that it had provided its comments to the United States of America proposal and stressed that GOS also needed to discuss the issue of transparency at provincial/sub-federal levels affecting trade-in-services. The view of United States of America differed from that of Chile.  The United States of America said that its proposal intended to deal with procedural transparency, and that it did not wish to go beyond to provincial level issues.  

11. Additional opinions in this regard were raised at the meeting.  Chile stressed that GOS should produce a consensus document and that the United States of America proposal be comprehensive enough to go beyond the WTO negotiations.  In this context Chile and China suggested that the proposal cover subsidies issues, while the United States of America preferred to separate discussions on subsidies’ issues from those on procedural transparency.   Chile indicated that it might consider making a separate proposal.  Canada suggested that, considering this exercise was to follow up “the Leaders’ Statement to Implement APEC Transparency Standards,” the proposal focus on issues stated in paragraphs 1 to 6 and paragraph 11 of that Statement.  Malaysia and Chinese Taipei advised that GOS should be able to discuss any measures relating to services including an information sharing template, before they are proposed at an upper forum.  The Convenor reminded the meeting that GOS would present its progress to the CTI III and suggested that GOS use, without prejudice, the United States of America proposal as a starting point.  The meeting agree to invite members to take back proposals to their own services’ experts so that the Convenor might have comments and suggestions from member economies inter-sessionally before making necessary revisions before/at GOS III.

5. Implementation of the APEC Structural Reform Action Plan 

12. Japan informed the meeting that in September 2004 it would hold a symposium on structural reform and would provide additional information for the Group once it is available, possibly before GOS III.  The Convenor encouraged members’ active participation at the symposium.  The meeting noted Japan’s briefing.

6. ABAC Recommendations 

13. The meeting discussed ABAC’s recommendations related to the Group.  The Convenor surmised that ABAC had recommended APEC deal with issues related to trade-in-services including: submission of offers/requests under the GATS, developing WTO rule to improve domestic regulation, mode-4, recognition for professional services and making commitments in new services area.  She highlighted that some of these recommendations were already being discussed at GOS.   The United States of America stressed that its proposal on express delivery fitted in with ABAC’s recommendation regarding commitment in new services area.  The meeting agreed to continue its discussion on further suggestions as to how to take forward ABAC’s recommendations.

V. Collective Action Plans (CAP)

1. 2004 GOS work plan on Services CAP 

14. The meeting reviewed the draft progress report on Services CAP.   The Convenor explained that this draft would be a living document until it is submitted to the Ministers through the CTI, after being finalized at GOS III.  

15. The meeting discussed the proposal submitted by Chile concerning the development of a blueprint for the implementation of Services CAPs (2004/SOMIII/GOS/005).  It explained that the purpose of this exercise was to help APEC to better carry out the midterm stock-take.   Chile encouraged each member to complete the blueprint template inter-sessionally before GOS III, informing that it had tried filling its own inputs in each section of the draft blueprint and had not come across any significant difficulties in doing so.  Some economies raised concerns that CAP was designed to achieve goals collectively, not individually; that some of the CAP can only be achieved collectively and that some elements did not have to be completed by a certain deadline.  Some economies expressed their concern about additional burdens that developing economies might encounter.  The Convenor commented that this exercise would provide GOS with a tool to identify any particular difficulty in undertaking any of the CAP elements.  She also stressed that this exercise should not be intended to compare progress among member economies.  She encouraged Chile to work together with other members inter-sessionally in clarifying concerns raised during the meeting.

2. 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 

16. The meeting discussed how to follow up the MOOs including; transparency in services through the e-IAPs; and capacity building in the area of regulatory impact analysis.  Mexico highlighted the importance of such recommendations and stated that all other possible options, such as movement of people for professional services, should not be left out.   At the invitation of the Convenor, each member around the room gave their own views, and the meeting found that there was a general consensus that capacity building was the area of most economies’ interest, and that many economies wished to put priority on the mode-4 transparency.  The meeting understood that these two areas would provide a starting point for the Group’s future work.  The Convenor encouraged delegates to consult with relevant agencies so that the Group could do another go-round-the-room session at the next meeting.

3. 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. Common professional standard 

17. Japan had disseminated the outcomes of “the APEC Symposium on Trade and Health Services,” held in the margins of SOM III 2003.  (2004/SOMIII/GOS/007a; 007b; 007c)  The meeting noted those papers and appreciated Japan’s contribution. 

b. Project: the Symposium on Mutual Recognition Agreements.

18. Chile briefed the meeting on the progress of its preparation for the Symposium on Mutual Recognition Agreements to be held in the margins of SOM III. (2004/SOMIII/GOS/016)  It asked for contributions from member economies concerning speaker selection.  The Convenor encouraged members to suggest names of experts to be considered as speakers. 

c. Sectoral services

19. Indonesia submitted its revised TILF project proposal on skill standardization for the nursing profession which incorporated comments made inter-sessionally by members (2004/SOMIII/GOS/006).  The United States of America stated that it had made comments which Indonesia incorporated in the project proposal.  Chinese Taipei expressed its support for this project highlighting the importance of recognition issues in the services trade.  The meeting agreed to put this proposal forward to the CTI for its further consideration.

20. Canada briefed the meeting on the outcomes of its “WHO Workshop on Trade in Health Services.” (2004/SOMIII/GOS/017)  The meeting noted the briefing and the paper, and appreciated Canada’s sharing information with the Group.

4. CAP III) Improve understanding of the impact of liberalization of services.

a. Project: Evaluation Report of the Studies on the costs and benefits of services trade liberalization 

21. Korea reported that the small group had begun the evaluation work and said it would submit the result inter-sessionally to the Group in time for the submission to the Budget and Management Committee (2004/SOMIII/GOS/008).   Mexico as member of the small group made comments on the project, and pursuant to the Convenor’s request, subsequently submitted such comment in writing after the meeting.  (Comments from Mexico are attached to this Summary and will be incorporated to the small group’s final report.)

b. Project: Progress Report of trade liberalization and facilitation of environmental services on APEC Economies 

22. China briefed the meeting on the progress of the project that all field trips had been completed.  It requested that GOS extend the project deadline until the end of October 2004.  The meeting noted the briefing by China and endorsed China’s request for extension of the project.   Mexico proposed that GOS be able to see the draft outcome of the project and China agreed to provide the first draft of the study report possibly at GOS III.

5. CAP IV) Where appropriate and possible to the WTO’s work on services, including through: identification of APEC services related work projects as inputs for 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

23. Malaysia as WTO Watch Group reported on the recent progress in the WTO services negotiations highlighting that among forty two (42) WTO members that had submitted their offers fourteen (14) were APEC member economies. (2004/SOMIII/GOS/009)   The Convenor remarked that the current services negotiation could be regarded as progressing in a relatively healthy manner, and stressed that APEC help the “July Package” to include key elements.   Hong Kong, China volunteered to make the next Watch Group report.  The meeting agreed to ask members to take turns in undertaking the Watch Group reporting. Reporting would be done in alphabetical order starting with Australia as of meetings following the next GOS meeting.

b. Response to the CTI instruction

24. The meeting discussed this agenda item together with agenda item V.5.g. (See paragraphs 29 and 30)

c. Subsidies in services

25. Chile proposed that GOS discuss basic questions which could be raised regarding services subsidies issues and tabled a non-paper containing possible questions and answers.  (The non-paper was neither included in this record nor regarded as a document of GOS.)   Economies supported Chile’s idea to discuss subsidies-related issues at GOS, while the United States of America pointed out that an appropriate threshold should first be drawn to define services subsidies.  The meeting encouraged economies to take this proposal back to consult with their own services experts, to consider possible elements for services subsidies and to provide their feedback to Chile inter-sessionally before GOS III.  Canada suggested that GOS focus its discussion on subsidies affecting trade-in-services and Chinese Taipei further suggested to narrow the scope of discussions, particularly at the initial stage, on subsidies affecting exports.  The meeting agreed to have further discussions on the parameters on services’ subsidies at GOS III. 

d. WTO capacity building

26. As a follow-up of its proposal made at GOS I concerning the exchange of views on scheduling commitments in GATS, Chile informed the meeting that services experts to be invited to the Symposium on the MRA scheduled in the margins of SOM III could be invited to GOS III.  The Convenor invited that member economies to encourage their services experts to attend GOS meeting, so that GOS might have an effective discussion on WTO negotiations.  She also offered Chile her assistance in regard to the invitation of services experts.

e. Transparency for mode 4 initiative: Project: Transparency for mode 4

27. Canada reported on the progress of the project and asked for members’ support for and active participation in the symposium to be held in the margins of SOM III.  Canada indicated that it wished to work with other economies through a small group and also asked for cooperation from Chile as host economy.  The convenor encouraged active participation of member economies in the symposium.

f. Emergency Safeguards Measures

28. Malaysia proposed that GOS contribute to the WTO negotiation regarding the Emergency Safeguards Measures (ESM) and volunteered to lead discussions at this meeting.  Malaysia, however, explained that due to the recent reshuffle in the related government agency, it would make the presentation at the next GOS meeting. 

g. Other GOS’ Contributions to the WTO

29. In response to the instruction from the CTI, the meeting discussed possible GOS’s contributions to developing languages for the Ministerial statement.  The CTI Chair clarified that it would be more desirable if GOS could make an input concerning specific language in relation to the WTO services negotiation, rather than proposing a general text for the statement.  The meeting agreed to recommend the CTI to report to MRT on GOS’s planning to arrange activities regarding mode-4 transparency and mutual recognition in support of the WTO services negotiations.  In addition to the above-mentioned activities, the meeting further agreed to continue to work on proposals made during this meeting including subsidies affecting export of services and ESM.   

30. The CTI Chair informed the meeting that he had attended the APEC Geneva Caucus and had reported to the Caucus on APEC activities, particularly on trade facilitation activities. He suggested that GOS consider developing a short, informative paper for the next APEC Geneva Caucus.  

VI. Other business

1. GOS documents to be presented at CTI
31. The meeting considered and endorsed Convenor’s draft reports to be put forward to the CTI II:  “Convenor’s Summary Report to the CTI (2004/SOMIII/GOS/010 rev1)” and “the Progress Report to the CTI on the Implementation of the APEC Trade Facilitation Principles (2004/SOMIII/GOS/003 rev1),” after modifications proposed by Indonesia and Canada.  

2. Broaden contact list on service experts

32. APEC Secretariat briefed on the most recent contact list (2004/SOMIII/GOS/011; 012)and requested that members include at least two (2) contact points per economy including, where possible and necessary, services experts.  The meeting noted the briefing.

3. Work plan with outside organisations 

33. The meeting noted that it had already agreed to invite services experts to symposiums being held in the margins of SOM III and to invite the USCSI to the next meeting. 

4. Briefing on recent developments in APEC 

34. The APEC Secretariat tabled a report on recent developments in APEC highlighting the changes of email addresses of the APEC Secretariat staff (2004/SOMIII/GOS/013).  It requested that GOS members, in particular project overseer economies, provide news worthy materials for the APEC e-News Letter.

VII.  Future meetings 

35. Chile as host economy informed the meeting that the 2004 GOS III meeting would be arranged in September before the CTI III meeting.   The Convenor asked the host economy to note that the WTO services-related meeting could overlap some of the SOM III related meeting dates. The meeting noted Chile’s briefing.

VIII.  Meeting Documents

36. The meeting considered the public release of documents tabled at the meeting (2004/SOMIII/GOS/000) and agreed to release all meeting documents except for document (2004/SOMIII/GOS/014) which had yet to be finalized.  The APEC Secretariat will distribute the classified document exclusively to GOS members upon request.

IX.  Summary and conclusions

37. The Convenor expressed appreciation for cooperation from member economies and asked all members to continue their domestic consultations in preparation for the GOS III meeting bearing in mind that GOS III would have a heavy agenda. 

______________________________

Studies on the Costs and Benefits of Service Trade Liberalization

Indonesia

Mexico’s comments

General comments

First of all, Mexico congratulates Indonesia for all the efforts made in order to finish this study successfully. Mexico agrees with one of the most important findings of this study, namely: the liberalization of the trade in services has become an integral part of international trade negotiations, and this liberalization offers parallel benefits to the benefits of liberalization of trade in goods.

Mexico would like to emphasize one of the outstanding issues mentioned in the study; liberalization of trade in services implies the reform of regulatory barriers in order to dispel discriminatory treatment towards foreign services suppliers. Besides, it also implies the review of non-discriminatory regulations to ensure that they do not constitute an impediment for the trade in services. 

Sectoral comments

Regarding the sectoral analysis, Mexico considers that in the health services sector, the study notes that the interaction between national universal health coverage systems and private health insurance presents strong difficulties. In this context, it would had been very fruitful for GOS members to get a more detailed explanation about how these difficulties could be overcome in order to allow consumers and providers to take full advantage of the services supplied by this sector.

In relation to the distribution services, the study states that there are some operators, particularly the smallest enterprises, which would not be able to adapt to the increased competition that is currently taking place in markets, as a result of the liberalization. In this context, Mexico would urge policymakers in APEC members to design measures or policies tending to lessen the negative consequences of a declining in the number of small retail stores. These small companies should contribute to the process of liberalization and not the contrary. 

Additionally, Mexico considers that there is a close relationship between this study and the Menu of Options due to the fact that both try to explore ways on how APEC members can achieve the liberalization of the services sectors; and to identify issues such as capacity-building, a well-conceived liberalization strategy, a good domestic regulation, among others, could represent a strong framework in which any economy could develop the full potential of the services sectors.  Both studies agree on the idea that improvement of transparency in domestic regulations, licensing, and qualification requirements are a key element for services providers to effectively access foreign markets.

Stemming from the different outcomes of this kind of studies, Mexico does believe that this study represent an important input for GOS members. This project can help other economies to take the experiences in the services sectors from the analyzed economies. This study gives an outstanding vision of what is happening in some services sectors within APEC economies and also gives a complete picture of the kind of policies and measures being taken by the economies in order to achieve the Bogor´s goals. 

A final comment based on this study: Mexico would like to encourage GOS members to keep on liberalizing services sectors to promote technology transfer and expertise, providing more options in the quantity and quality of services supply to the consumers. The services liberalization, along with other economic and social policies, is a feasible strategy to promote economic growth and welfare in the long term.

_________________________________
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