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49th Group on Services (GOS) Meeting

27 May 2012
Kazan, Russia
Summary Record

The 49th meeting of the Group on Services (hereinafter referred to as “the meeting”) was held in Kazan, Russia on 27 May 2012. Ms Sondang Anggraini, GOS Convenor, chaired the meeting. Twenty (20) economies were represented: Australia; Brunei Darussalam; Canada; Chile; China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; Mexico; New Zealand; the Philippines; Peru; Russia; Singapore; Chinese Taipei; Thailand; the United States and Viet Nam. The APEC Business Advisory Council (ABAC), the Pacific Economic Cooperation Council (PECC) and the APEC Secretariat were also present.  Colombia attended as an invited guest.
I. Opening remarks

2.
The Chair welcomed members to the meeting noting the work ahead including discussion arising from the workshop sponsored by the PECC held the day before.
II.
Adoption of the agenda

3.
The meeting adopted the draft agenda (2012/SOM2/GOS/001). 

III.
Adoption of the summary record of the previous meeting

4.
The meeting adopted the Summary Record of the 48th Group on Services Meeting, held on 31 March 2012 in Singapore, which was circulated and finalized intersessionally (2012/SOM2/GOS/002).  
IV.
 GOS Work Plan for 2012 in Response to 2012 APEC Priorities
1. Support for the Multilateral Trading System
5.      The Chair noted that discussion on this item would be held in conjunction with agenda item V1. 

2. Trade and Investment Liberalisation, Regional Economic Integration

i. Environmental Services
a. Discussion of a contribution to APEC’s EGS work program
6.
The Chair noted the proposal that was already before GOS for a work program covering environmental goods and services that had been proposed by the United States (2012/SOM2/GOS/003).

7.
The United States noted that they had tried to capture as many of the suggestions received intersessionally as possible.  It was reiterated that this was not a project but instead aimed to identify areas for GOS to work on that would contribute to the EGS agenda, where services was currently light on.

8.
China commented that some of their suggestions had been incorporated but the paper still focussed on some non-traditional environmental services, for example consulting.  An additional element had been suggested, environmental service technology dissemination, but had not been incorporated.   Unless further changes could be agreed they were not in a position to endorse the paper.

9.
The United States noted that the objective was not to try to define environmental services but focus on what environmental services firms provide.  Environmental services and engineering are always highlighted in presentations that survey environmental services.  The focus is looking at what is relevant to mitigating the effects of climate change.  There was a need to look beyond traditional environmental services such as sanitation.  An effort had been made to incorporate technology dissemination into item 4, where it was incorporated into the last sentence.  Other groups also look at that area so for GOS the focus should be on the relationship to services.  Technology dissemination is a broad issue that is considered throughout CTI and GOS should not look at technical issues that were separate to services.
10.
Mexico expressed support for the work the United States had done on this proposal.  They supported identifying the types of activities undertaken in environmental services.  Korea stated that this proposal would contribute to green growth and they would actively participate in it.  There appeared to be concerns that needed to be worked on intersessionally. 
11. The United States noted that this was not just a US proposal, every economy needed to be comfortable with it.  Work in that area had already started so taking more time to get the document right was not a problem.  Without this document it would be difficult for GOS to explain what its contribution to EGS work was but the work was happening anyway.

12.
Indonesia thanked the United States for its work on the proposal.  They understood China’s proposal regarding technology dissemination.  They also understood the United States explanation regarding the limits of what GOS could do in that area.  The topic had been incorporated in item 4 and therefore an additional reference was probably not necessary.  Japan suggested that there should not be too much detail in the plan in order to make GOS’s future work more effective, efficient and flexible, and pointed out that technology dissemination should be treated under the component 4 since it is regarded as a sub-concept of trade in goods and services.
13.
China commented that their objective was to underline the importance of the link between environmental trade and technology development.  They still thought environmental technology dissemination was a separate topic and would consult further intersessionally.

14.
The Chair noted that work remained to be done on this topic.  She hoped economies would work on the proposal intersessionally.  An environmental services work program was required to support GOS’s work.  This topic would be considered again at GOS1 next year. 

b. An update from China on the environmental services project
15.
The Chair noted the workshop held in Singapore under this project.  China said that a survey of economies was the next step and it would be distributed as soon as possible.

ii. Franchising

16.
The Philippines noted that the tentative date for the seminar was 27 and 28 September in or near Manila.  Details would be distributed as soon as possible.  Mexico welcomed this project noting it was a good way to explore SME’s roles in franchising.
iii. Transparency in Services Sectors
17.
Australia noted that the tender for the contract to undertake research and update the STAR website had been concluded.  The Australian APEC Study Centre had been chosen to do the work.  Their work was underway and the project was on track for completion by the end of the year.  An update on the project had been given at the ABAC meeting in Kuala Lumpur.  It had been good to hear the enthusiastic feedback from end users of the site.  To assist with capacity building Australia was planning to run a self-funded workshop on best practice regulation, initially focussed on financial services.  It was likely to be held in Singapore, possibly in September.  ABAC noted that an excellent start had been made and the expansion of the website was welcome.  It was important to tap into existing networks to promote the site, especially for SMEs.
iv. Trade in Services Statistics
18.
The United States noted that they would be preparing a project proposal for their services statistics project.  They were thinking of undertaking the workshop before SOM1, possibly in September.  The Chair asked if it was possible to hold the workshop in conjunction with SOM1.  The United States replied that it was possible to do that but they were thinking of holding it earlier to keep some momentum in GOS through late 2012.  There was also a suggestion from Russia to hold the workshop there.  They would keep members informed of developments.
19
Russia noted the draft Action Plan on Statistics on Trade in Services.  They had incorporated comments from Malaysia and Hong Kong, China.  They were keen to hear other views about the plan and were flexible regarding the document.

20.
Indonesia thanked Russia for the proposal and suggested that goal 2 could include an internship program.  The United States also thanked Russia for the plan and said they wanted to see it endorsed at the meeting.  They noted that their intersessional comments regarding goal 4 should not be interpreted as opposition to that goal.  It was simply that the US statisticians said that area was not statistical work but more about research.  Also in goal 3 “comparability” would be a better word to use than “compatibility”.
21.
Malaysia, Chinese Taipei, Peru, China, Australia, Thailand, Chile, the Philippines, Mexico, ABAC and PECC all noted the importance of the proposal and their support for it.

22.
Russia thanked economies for their support.  They suggested removing goal 4 from the plan and supported the other suggestions made.  A revised proposal would be circulated intersessionally.  All economies were encouraged to undertake activities based upon the plan.  The Chair thanked Russia for their work on developing the plan and endorsed the action plan. 
3. Contribution to Establishing Reliable Supply Chains

23.
China noted that their concept note on logistics services had not been approved during session 2.  They had been informed that the reason it was not approved was a lack of money in the project fund rather than any problem with the concept.  They would like to re-submit the concept note for session 3.  Indonesia commented that as a co-sponsor of the project they supported the concept note being re-submitted.

24.
The concept note from China covering logistics services was endorsed for submission during session 3.

25.
Indonesia noted that their concept note on retail services had been approved during session 2.  They thanked the co-sponsors for their support and would now work to prepare a project proposal.

26.
The PECC noted the importance of supply chain connectivity.  A conference was held in Hong Kong, China in June 2011 and the results would be published through the CTI TPD and at the next ASCC.  The PECC offered to make a presentation on this topic at the next GOS meeting.  Members accepted the PECC’s offer and the Chair confirmed that PECC would make a presentation at GOS1 2013.
4. Expanding Regulatory Cooperation and Advancing Regulatory Convergence
a.   Work Program on Regulatory Coherence and Cooperation

27.
The United States referred to the proposal for a Work Program on Regulatory Coherence and Cooperation (2012/SOM2/GOS/006).  The plan aimed to inspire further GOS work and better explain what GOS was doing on this topic.  The intention was to look at the impact of regulations services trade.  General support had been received from members and the business community.  One concern raised was the examples of sectors included in the plan, so they have been removed.  Concerns that the plan appeared to only focus on establishing a pro-competitive environment at the expense of other needs, such as consumer safety of public health, have also been dealt with.  The plan makes it clear that there are appropriate needs for regulations.  The aim was to encourage all projects to look at regulation and work from the ground up to identify where competition can be improved.
28.
China thanked the United States for reflecting their comments concerning sectors in the paper.  However the role of public policy was not fully recognised and further amendment would be required.  Regulation was primarily dealt with by the Economic Committee and therefore the plan should be sent for that committee’s endorsement also.

29.
Mexico supported the plan noting the potential to collaborate with other fora.  Australia supported the work plan suggesting it would be good to align GOS’s work with the Economic Committee, which could be asked to note GOS’S plan.
30.
The United States suggested that it would be helpful to get input from the Economic Committee but the plan didn’t need their endorsement.  GOS was within its rights to do work on regulatory coherence in services.  Business would not be impressed that GOS felt it needed permission from another group to look at this area.  The plan should be shared with the Economic Committee and their ideas and comments welcomed.  It was important to recognise the effects of regulation on services trade sectors.

31.
ABAC noted that regulatory coherence was of deep interest to business with real gains available through focus on this area.  The proposal was in line with what business would want so the plan was supported.

32.
China suggested that there was a need to at least get comments from the Economic Committee.  Further work was needed on the wording of the plan so it could not be endorsed yet.  The Chair hoped that work would continue on the plan intersessionally with an aim of endorsing it at SOM1.
b. Case Studies on Regulatory Reform Project

33.
The United States reported that terms of reference were being prepared for the project.  They would then identify sectors for attention and come back to GOS seeking suggestions and volunteers to participate.  The aim was to have the case studies ready to present at GOS1 2013.  Mexico indicated that they were keen to participate, especially with regards to financial services.
V. Other Issues
1. APEC Business Advisory Council (ABAC)/PECC

34.
The PECC provided a report of the workshop they hosted the previous day.  They noted that the evidence base supporting the need for services liberalisation had built up to a point where there was now little excuse for economies to not get on with work.  It was good that GOS was taking action through the statistics action plan and project.  They hoped to see work progress on regulation also.  It would be good to see GOS find ways in which they could signal to SOM the importance of services.
35.
The workshop had benefitted from ABAC’s involvement and the attendance by the CEOs of world’s two largest services business forums.  The workshop provided a big opportunity for GOS to hear from business about what was needed to improve the trading environment as well as hearing the current academic perspective.  ASEAN’s involvement also helped round out the regional perspective provided.

36.
The workshop heard about the need for more action to enable firms from the whole region to connect into more services activities.  There had also been discussion highlighting that the WTO effort at services governance was not working at present.  Activity and progress was only really happening through RTAs and in ASEAN.  There was discussion on how to rebuild credibility in the WTO process and take the services negotiations forward.  Much remained unresolved.  ABAC suggested developing an APEC experts group.  Discussion also focused on how to handle regulation and the need for policy space.
37.
PECC suggested that APEC had responsibility to follow through to help develop critical mass in the WTO process.  The question was how GOS should signal to CTI, SOM and ministers that something needs to be done on services.  GOS needed to be active on services governance consideration.

38.
The PECC suggested that a tripartite (government, business and academic) experts group be formed that could build on the discussion at the workshop.  More focus on services was needed.  Ministers at WTO meetings had spent only four hours discussing services in the last 15 years.  MRT meetings were not much better.  A broader group focussing on services negotiation issues could raise the profile.  The PECC asked if a SOM level discussion on a twenty first century approach to services could be organised.
39.
ABAC noted that time spent discussing services was increasing after much time spent covering goods.  Studies ABAC had done resulted in some key findings: the need to improve the collection of services statistics, that a services only negotiating round was needed and that APEC should form a tripartite experts group.  The nature of services exports were changing with more services becoming embedded in goods, either through production or through sales and support.  That changing nature made focus on services in agreements more important.  FTAs had not really come to terms with services as most were focussed on goods only.  Forming an experts group, following a similar model to the recently formed Policy Partnership on Food Security (PPFS), would be a good way to go.
40.
China responded that GOS could not recommend a SOM level discussion but could report to CTI.  GOS already has a lot of work to do and should focus on that work.  The key point was the content of the WTO negotiation not the format.  APEC is not a negotiating forum so any message sent to the WTO needed to be approached with caution.  Regarding ABAC’s suggestions there was already work on statistics underway but GOS couldn’t cover all areas as there were limited resources.

41.
The United States thanked the PECC for organising the workshop, it had been good to have a detailed policy discussion.  It had been good to step back from the detail of the WTO negotiations and had helped to make the case about why services is important.  The question was what can be changed.  Services were a complex area with diverse sectors and modalities.  It was good to consider if there could be a new approach at the WTO.  When ministers ask what should be done experts such as GOS need to be able to generate ideas.  The next step is to come up with ideas to answer ministers’ or SOMs’ question on how to deal with services.

42.
Australia said that it was good to hear comments from business.  Also good to see that GOS was already moving on some of what business saw as important and was considering other parts.  Australia was not convinced that another group was needed as GOS was such a group.  However GOS should increase the participation of business and academics in its work.  There was a need to elevate the profile of services work.  Australia could probably support a SOM level discussion and more workshops like the one the PECC organised.  They also suggested that Indonesia could make services trade a priority for 2013.
43.
Peru welcomed the workshop being held.  They agreed that another group was not needed but noted that some other groups had virtual groups which could serve as a model for further engagement with business and academics.  Indonesia commented that ignorance of services trade arose from poor statistics, highlighting the need for work in that area.  Chinese Taipei noted some improvement following the PECC forum in Hong Kong, China in 2011 but there had not been much discussion since.  APEC needed to focus on this area more.

44.
ABAC noted that from a business perspective there needed to be some formality to the structure of future discussion as otherwise it would not catch the attention of key people sufficiently.  Services needed greater priority as it was a major interest for business.  The PPFS met once per year with a structure that clearly defines who could attend.  Overall the shape would not be a problem but a formal session was necessary.  Australia noted that such a group sounded a lot like the workshop the PECC had organised and as such could be a good idea.
45.
The Chair noted that the PECC would file a report on the workshop.  CTI would be informed of the suggestions raised.  She noted that there was no consensus on the suggestions so it appeared that they would need to be considered again at SOM1 in 2013.

2. GOS-MAG Collaboration

46.
The Chair reported on her discussion with the Convenor of MAG.  He had suggested that MAG found the joint meeting good and productive but the question remained about what topic a future joint meeting should discuss.  There were no real ideas about that yet but environmental goods and services was not an option at the moment.

47.
The United States commented that keeping a placeholder for GOS-MAG was not that useful but if a specific topic presented itself the groups should meet.  There should not be a decision to meet unless a topic to discuss was identified first.  China agreed that there was no need for a routine meeting.

48.
The Chair noted the comments and would report them to the MAG Convenor.  As there was no specific topic to discuss at present there would not be  a joint meeting scheduled for GOS1 2013.

3. Colombia

49.
Colombia, as an invited guest, made a presentation concerning its services trade data collection. The chair requested Colombia to present the trade balances between Colombia and APEC economies at the next GOS meeting.
4. APEC Secretariat Update
50.
The APEC Secretariat provided an update on session 2 projects, noting that only 31 out of 79 had been approved.  The low success rate was caused by a relatively low level of funds available at present teamed with a trend towards projects seeking greater amounts of funding.  The deadline for submitting standard concept notes for session 3 was 27 August.

VI.
Document Access
51.
The meeting agreed to the Document Classification List (2012/SOM2/GOS/000).

VII.
Date and Place of Next Meeting
52.
The meeting noted that GOS1 2013 would be held in Indonesia, with the final date to be advised in due course.

