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The 50th meeting of the Group on Services (hereinafter referred to as “the meeting”) was held in Jakarta, Indonesia on 2 February 2013. 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.  Costa Rica attended as an invited guest.

I. Opening remarks

1. The Chair welcomed members to Jakarta noting that the 49thGOS meeting in Kazan had been fruitful. Chair also recorded the appreciation to Indonesia as the APEC chair for 2013, APEC Secretariat and all APEC economies for its support and contribution in GOS meeting and welcomed Costa Rica and Colombia as the guest in GOS meeting 

II.
Adoption of the agenda

2. The meeting adopted the draft agenda (2013/SOM1/GOS/001). In addition, Indonesia proposed for GOS to continue discussion the Action Plans for Statistics under Services. The Chair noted and agreed to include under Item 2(iv) of the Agenda.

III.
Adoption of the summary record of the previous meeting

3. The meeting adopted the Summary Record of the 49th Group on Services Meeting, held on 27 May 2012 in Kazan, Russia, which was circulated and finalized intersessionally (2013/SOM1/GOS/002).

IV.
APEC 2013 priorities

4. Indonesia as the 2013 APEC Chair, presented briefly on the APEC priorities for 2013. The Chair highlighted that the GOS activities are already in line with the APEC priorities. It was also highlighted that one of the focus is the education sector, which is the work in promoting the cross border higher education cooperation. This work will facilitate not only the movement of education providers but also people to people mobility.

V.
CTI 2013 Work Program

5. Mr.John Larkin, the newly elected CTI Chair presented on the 2013 CTI work program and expectations from GOS. CTI Chair noted the historic role from APEC in WTO, especially in supporting the Multilateral Trading System. It is also conveyed how APEC can support the deliverables for the forthcoming WTO Ministerial Conference. In addition, CTI Chair seeks new ideas from GOS on issues that can fall under the new generation issues in 2013 and also on cross border higher education cooperation and infrastructure services.

6. The Chair highlighted to the Meeting that GOS agenda and work is already in line with the CTI priorities, however, it was noted that there has yet to be any activities under GOS in promoting cross border higher education services, together with Human Resource Working Group (HRWG). GOS reiterated that it will continue supporting the work of CTI. 

7. PECC commented that in the global supply chain, SMEs in the services sector are the largest contributor to the chain and not just limited to manufacturing companies. It was reiterated that the logistics and transport and distributing, cargo handlings are indispensable in the global value chain. It was highlighted to the Meeting that based on a study improved cost of logistics would create impact on the Gross Domestic Product (GDP) 5 times more. 

VI.
GOS Work Plan for 2013 in Response to 2013 APEC Priorities: Attaining Bogor Goals

a.
Support for the Multilateral Trading System

8. The Chair reiterated that the multilateral trading system is one of the continuous discussions in APEC tasking statement each year. In the APEC 2013 tasking statement, it remains committed for APEC to strengthen the multilateral trading system as embodied in the WTO. Meeting was also urged to emphasize on the conclusion of the Doha Development Agenda, as this in turn will signal positive effect in strengthening WTO as the multilateral trading system. 

9. It was reported that GOS held a policy dialogue at GOS 3 meeting in 2012, in order to discuss the gap and action to support the services liberalization agenda. At the workshop, GOS received suggestions on what APEC could do next. This is of which to form a tripartite (government, business and academia) group to further explore ways to progress the multilateral services negotiations; and the second is to hold a SOM level dialogue considering a twenty first century approach to services. 

10. Meeting took note that at the last GOS Meeting, members were not able to reach a consensus during the meeting on what APEC should do to support the multilateral services negotiations due to complex area with diverse sectors and modalities, so that there are possibilities to have a wide gap of differences in opinion. Besides that, economies also still consider the need to have the said group/tripartite, and also the need to hold a SOM level discussion on services. 

11. The Chair also emphasized the need of GOS to discuss the possible services trade deliverable in the forthcoming 9th WTO Ministerial Conference on December 2013, most likely the LDCs package related issue
b.
Enhancing Regional Economic Integration: Trade and Investment Liberalisation and Facilitation

i. Environmental Services

a. Discussion of a contribution to APEC’s EGS work program
12. The United States thanked Indonesia for the warm hospitality and the hosting of the meeting. It was informed that work programme echoed the statement that the proposal was first tabled in San Francisco in lining issues that GOS can examined, in relations to EGS. 

13. The GOS noted that the United States will not be taking any further comments on the proposal and will not be working on the currents structure of the proposed Environmental Services framework. The proposal will not be pursued, as there has been no consensus at the last GOS Meeting in Kazan. However, the United States indicated that it still wants to discuss the environmental topic but not on this proposal as such.

14. Malaysia indicated that it is exploring the possibility to conduct a Workshop on Environmental Services, to complement the work of EGS. The proposal would focus on the relevance of environmental services, climate change concern of developing economies and other relevant issues such as liberalization and the way forward. Malaysia welcomes comments from members and perhaps to submit CN at session two if it is a doable project.

15. Several economies such as China, the Philippines, Peru and the United States, reiterated its welcomed Malaysia’s proposal. Philippines indicated the importance to continue talks on EGS as it is part of the green growth area under APEC.

16. The United States highlighted its support for Malaysia’s proposal and would work with Malaysia with the proposal. It was noted that the United States want to continue with the agenda but at this juncture will not follow-up on the proposal put up on 2011. GOS to continue discussing on EGS and will work on Malaysia’s proposal. 

17. It is hoped that GOS will be continuing discussing on EGS and Malaysia’s proposal at the next GOS Meeting in Surabaya.

b. An update from China on the Study Programme of APEC Environmental Services-Related Technology Market project
18. The Chair noted the workshop held in Singapore under this project.  GOS noted that at the end of December 2012, APEC secretariat informed about the request from China to have a six-month extension of the project.

19. China updated GOS Meeting on proposed questionnaires that is being prepared and will be submitted to members inter-sessionally before June 2013. In addition, the extension is required for PO to conduct site visits to several economies to gather information on the survey. The Chair hopes that the final report will be finalized by June 2013.

(ii)
Developing the Overseas Expansion Capabilities of Micro, Small and Medium Enterprise (MSME) Franchises in APEC

20. The Chair reminded the Meeting on the proposal on Developing of the overseas expansion capabilties of micro, small and medium enterprise (MSME) franchises in APEC which was was initially planned for implementation in the fourth quarter 2012. But with some regrets, it is informed that the organizer were unable to proceed the project.

21. GOS was updated that the re-submitted concept note at the third session of project submission in 2012 has been and approved by BMC and has been developed to a full project proposal.

22. The Philippine updated the Meeting and highlighted that the symposium will be held in Manila in the mid of (16-17) July 2013, simultaneously with the World Franchise Expo. The GOS noted supports from some economies in giving suggestions in the form of identifying the participant and expert for the symposium particularly in distribution services. It is also indicated that formal invitations will be circulated to members before the next GOS meeting.

23. Peru and Indonesia highlighted that it would consider identifying speakers/resource person for the symposium. Malaysia and the United States also indicated its support for the project by the Philippines.

24. The Meeting was also informed by ABAC that ABAC China is currently undertaking a project on the use of ICT platform for micro enterprises to get better access to international market. ABAC will revert on the possibility of ABAC China contributing to the symposium. The Chair requested that the updates be reported at GOS 2 Meeting in Surabaya.

(iii)
Transparency in Services Sectors

25. Australia updated the GOS the completion of the APEC STAR Database which entails information from all 21 APEC Economies and have included 3 additional sub-sectors – education services, distribution services (whole sale and retail) and computer and related services. GOS economies are urged to promote the website in APEC region, particularly to the business community. Australia is considering for an enhanced website and a video demo in the website on how to use the database, as means to reach out to the business community.

26.  The GOS noted that Australia is in the progress of developing a good practice based on the outcome of the workshop on financial services that was held on November 2012. With the objective of bringing together regulators and industry players to share information on the financial services. Australia updated that it is currently collating information on the best practices in financial services and the said outcome will be circulated inter-sessionally in due course.

27. Australia also informed the Meeting that it is also is considering to organise a series of self-funded workshops in 2013 and invited economies to give suggestions on sectors of interest. Meeting was also informed on Australia’s intention to hold a Symposium on Higher Education that will take place in the Margin of SOM 3 in Medan and focusing on regulations and jurisdiction of the higher education services between economies.  This proposal is in line with the importance impressed by the Leaders in 2012 on cross border higher education cooperation on reducing barriers and also increased mobility of people and educational providers.

28. The GOS noted several inputs from economies on the proposal of services sectors, which will be considered to be the focus on the self-funded workshops. Australia will prepare the concept note of the self-funded workshops.

29. Indonesia thanked Australia on the Financial Workshop conducted in Singapore and indicated its support for Australia’s proposal on the symposium on Higher Education services. In addition, it also suggested for the construction sector to be included in the STAR Database, and also as one of the sectors to be considered for the capacity building workshop. 

30. Several economies such as the China, Philippines, Singapore, Malaysia, reiterated that such initiatives from Australia is welcomed and will consult capital on sectors that can be considered for the self-funded workshop.

31. Member economies including Peru, Malaysia, and Philippines, congratulated Australia on the completion of the Database project and informed that it will further promote the STAR Database in each economy among the business community in particular. 

32. Philippine highlighted that it has been embarked on a promotion initiative together with ABAC Philippines, and the business community found the website very informative and useful.

33. ABAC noted the successful of STAR Database and continued to support this initiative, especially related to commercial matters. ABAC also urged member economies to promote the database within economies. 

34. Peru requested for Australia to provide details on the source of information of the database. Australia took note of the request from Peru and that it will seek clarification from the consultant. Australia reiterated the importance and benefits of the database especially for knowledge intense industry and it look forward on providing other information on the website.

35. The Chair highlighted on the need Concept Note for the Symposium, although it is a self-funded project by Australia, but it is important to have comments from GOS Members.

(iv)
Trade in Services Statistics

36. The Chair highlighted that the Trade in Services Statistics project on this area was proposed by the United States in 2012 and due to the changes of the organisers the United States is unable to organize the workshop during the GOS 1 this year.

37. The Meeting was also reminded that trade in services statistics is one of the themes in the APEC priority for 2013, and there is a need for further discussion of this area, specifically by referring to the action plan on statistics on trade in services. The Action plan on statistics was proposed by the Russia, and was endorsed last year.

38. The United States highlighted that it is currently consulting the resource person to organise the workshop in the margin of GOS 3 meeting in Medan. Further updates will be provided from time to time. The Chair echoed on the need for the workshop to take place in the year 2013 in line with the Action Plan on Statistics.

39. ABAC requested as to whether the United States would consider including the report of the WTO-OECD work on the calibration of services database on supply chain connection, which will publish on 13 May 2013. The United States will consult to the capital and look at the report to consider include it in the workshop.

(v) 
Action Plan on Statistics :Workshop on Measuring Financial Intermediation Services Indirectly Measured (FISIM) – Financial Services 
40. Indonesia presented its proposal relating to the financial services for a workshop aiming to improve understanding among members focusing on FISIM work, which complies with Balance of Payment Manual Sixth Edition as well as its practical aspects. This proposal will be circulated for economies consideration inter-sessionally and have been submitted to the Secretariat on 1 February 2013 for the approval process in Session 1. Meeting took note of the update that the proposed Concept Note is in line with the goal of the Services StatisticsAction Plan on improving measures for trade in services statistics.

41. Indonesia highlighted that the project is proposed due to the growing contribution of the cross border services, and thus the importance of quality trade in services statistics measuring the balance of payment. The workshop will also look into the methodology of analyzing the data on financial services and improving the understanding among APEC economies. Participants of the workshop will be invited to share their experience on how data is compiled; the methodology and this in turn will be discussed with the international experts on the implementation of the concept. This workshop is also to encourage and create awareness within the APEC economies to the trade in statistics to the balance of payment manual and minimise the gap between APEC Economies.

42. The proposal is the follow up to the Action Plan of the Trade Statistics endorsed at the GOS Meeting in Russia last year. Several economies, such as the United States and Malaysia indicated the need for additional time to look into the proposal. 

43. Malaysia highlighted whether any work has been done under the Financial Minister Process. Indonesia responded that it will wait for any further comments from member economies. On the matter relating to the Finance Ministerial process, Indonesia highlighted that this proposal more related to the Statistics Action Plan endorsed last year.

(vi)
Retailing Services

44. Indonesia updated that it is currently in the process of preparing for the retailing services workshop which is tentatively to take place in the margin of GOS2 in Surabaya. Preparation includes the circulation of a set of questionnaire related to SMEs in which the results will be used to facilitate the Workshop.  GOS economies are urged to assist with submitting the feedback prior to the workshop. The workshop will also cover a field trip to some particular retailing sites in Surabaya.  

45. Peru highlighted its anticipation to the workshop and requested for the questionnaires to be circulated in time for economies to respond. Peru also requested on the objective and the intention of Indonesia on the outcome of the questionnaires.

46. Indonesia explained that the results of the survey questionnaires will be compiled and used for presentation and discussion at the Workshop.The outcome of the survey will also be considered whether it will be used as a means of follow-up.

(vii)
Information sharing on Logistics Services

47. China updated that the a workshop on logistics will be held tentatively in  June/July 2013 in China, and the draft agenda will be circulated intersessionally for further comments and suggestions for speakers/experts from member economies. Outcome of the report would be submitted intersessionally upon completion of the workshop.

48. The Chair suggested that the proposed date for the workshop to coincide with the SMEs Workshop on Franchising which is scheduled to take place in July 2013.

VII.
Expanding Regulatory Cooperation and Advancing Regulatory Convergence
(i)
Work Program on Regulatory Coherence and Cooperation

49. The United States updated the Meeting on the proposal for a Work Program on Regulatory Coherence and Cooperation. The plan was initially 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. The work plan has been revised incorporating comments received from GOS members, however given that consensus was elusive and not achievable. The United States highlighted that given time that has elapsed and failure to reach consensus, the United States will not seek further comments on the draft proposal.

50. The Chair noted on the request by the United States and welcome member economies who wish to take the topic up in the future when there are further request to bring this up. However, should there be no takes – then the topic on this would be dropped at the next GOS meeting. The United States highlighted that even if the United States does not proceed with this work programme, GOS members should continue on the discussion on regulatory coherence.
51. ABAC indicate that it is anxious to pursue on this topic as liberalisation on trade and services depends highly on regulatory coherence. For example, the success of the development of global data standards would rely heavily on regulatory coherence within APEC economies.
52. The Meeting took note of ABAC comments and mentioned that there is already an on-going case study taking place (by the United States).
(ii)
Case Studies on Regulatory Reform Project

53. The United States reported that it is currently finalising the consultants and will seek proposals for case studies areas, intersessionally. The United States hopes to finalise the case study by GOS3 in Medan. GOS Members were urged give attention on the proposal and volunteer/participate in the case study. 

54. Peru thanked the United States on the continuous effort on this and seek clarification whether there would be any additional information that will be circulated to members for further deliberation on how to participate in this case study. The United States indicated that it is currently finalising the structure of the study and will circulate the necessary information in due time.

VIII. Other Issues
1. APEC Business Advisory Council - ABAC’s Thoughts on a Services Trade Liberalization Agenda
55.  ABAC updated members on the trade liberalisation issues that were discussed earlier at the ABAC meeting held in the Philippines prior to this GOS Meeting. Services liberalisation has always been an important agenda in ABAC one of which helped organised joint meeting between GOS and MAG on embodied services and goods in Moscow last year

56. Marshall School of Business together with ABAC had worked on a Report on chokepoints in services; report was delivered to leaders at the Leaders meeting at Vladivostok in 2012. Among key findings (within APEC economies) include trade in services not receiving adequate attention in trade negotiations. It was also highlighted by ABAC that exports of services within the APEC region only contributes 4 per cent to the total exports, as compared to 5.5 per cent by the EU.

57. The report also recommended 4 measures to strengthen the services sector which include, making trade in services a priority for APEC and individual member economies; define, collect and disseminate data on trade in services, focus on regulatory coherence and to continue and expand initiatives to facilitate human capital movement in APEC. Full Marshall Report is available at marshall.usc.edu/abac.

58. ABAC also highlighted initiatives at the WTO level which include Geneva’s “Really Good friends of Services” Initiative of which 11 APEC Economies involved (none ASEAN members) out of the 21 members participating. The initiative is currently undertaken plurilaterally and is progressing. ABAC indicated that it hopes for ASEAN members and China to join the initiative in view of the importance to global trade. Formal negotiations will be taking place in April 2013.

59. ABAC reiterated the importance of services liberalisation due to minimal achievement made, ABAC will continue to advocate on the liberalisation efforts under APEC. In hence, considering the upcoming Minister Related to Trade (MRT) prior to the WTO Ministerial Meeting that need for convergence between work undertaken at APEC and WTO.

60. Indonesia also indicated that it also lack of awareness on services liberalisation and informed that they would like to share information and create deeper awareness to the community on services liberalisation.

61. ABAC also highlighted that it is considering to organise ABAC/PECC Public Private Policy Dialogue at the margin of SOM 2 in Surabaya, which will include the WTO-OECD insights.

62. The Chair noted on the information of such impediments to trade in services, however, difficult to open up market in some economies as to protect the SMEs. 

2. Presentation by PECC - Services in the Global Value Chain (GVCs)
63. PECC updated the GOS economies on the importance of the Services in the Global Value Chain (GVCs) as well as what APEC can do to facilitate services supply chain operation.
64. The presentation is a follow-up on the discussion at the GOS 3 meeting in Kazan in 2012. It was highlighted that the services intermediate is currently the fastest growing components of world trade. There has been report from World Bank that removing/eliminating the supply chain barriers to trade will increase the GDP to 5 or 6 times higher as compared to reducing tariffs. It was also highlighted that services and logistics are the key role to the Global Value Chain.
65. The presentation highlighted that the services are driving GDP growth, employment growth, export growth, productivity growth and poverty reduction. Developing Services Sectors may be seen as an alternative to industrialization in the new development model. While at the same time; the key role that services play as “links” in global value chains and in creating services value chains of their own means that  Modal neutrality should be enshrined in the services chapters of regional trade agreements.

66. It was highlighted that some measure that can be undertaken by APEC economies to facilitate Services Supply Chain Operation include: Improve regional services efficiency, productivity and competitiveness by according higher priority to services work, more rapid progress with Services Trade and Investment Liberalization and Facilitation, focus on Domestic Institution Building for Structural and Regulatory Reform, greater progress with provision of Digital Economy Infrastructure and Inter-operability of Digital Economy Standards, undertake a new “Services Initiative”, bringing work together and demonstrating to the business community that APEC economies are open to greater Services connectedness.

67. The United States urged economies to take back and study the presentation as it is relevant as to enable services to move forward. ABAC highlighted that a lot of regulators are in favour of protectionism and in turn complex regulations which create substantial impact on cost of operations, will result in SMEs to be less competitive. Thus, the inability for SMEs to compete.

68. Meeting took note of the presentation by PECC and the Chair suggested GOS economies to take any actions on this area by developing project on specific sub sectors in relation to supply chain activities.

3. Presentation by Costa Rica

69. Costa Rica had a brief presentation on the role of the services sector in its economy. Currently, services account for about 71% of global GDP
, over 50% of GDP for most industrial and developing countries, and provide about half of total employment. 

70. Costa Rica explained that the structure of the Costa Rican economy –a country with 4.5 million people- is undergoing a profound and rapid transformation in which services are playing a key role. The evolution of the services sector participation in both GDP and employment over the past decade testifies to the changes taking place. In the first case, in 2012 services reached 69% of GDP –same as in the case of Australia- and accounted for 67.1% of total employment
, increasing 10 percentage points in each indicator as from the year 2000. 

71. Participation of the services sector has become increasingly relevant in trade flows. In particular, exports of services have more than doubled in a decade, coming to represent 33% of total exports in 2012, up from 25% in 2000. Meanwhile, exports of information technology and “other commercial services” have multiplied more than ten times in the period 2000-2012, from $254 million to $2.6 billion
, thus increasing its contribution to GDP from 1.6% to 5.8% during the same period. 

72. This has led to interesting developments in the Costa Rican economy as exports of services in the areas of finance, accounting, procurement, logistics, human resources, data processing, investment and portfolio analysis, customer service, information technology development and support, research and engineering, entertainment and media, among others, surpassed tourism in 2010, as the leading sector in exports of services. Moreover, in 2011 exports in the mentioned areas outpaced the value of agricultural exports -15 years ago agriculture accounted for 53% of the country’s total exports-.

4. APEC Secretariat Update

73. The APEC Secretariat provided an update on all the 3 sessions in 2013 projects, noting that 103 out of 215 had been approved.  A relatively low level of funds available caused the low success rate at present teamed with a trend towards projects seeking greater amounts of funding.  The deadline for submitting standard concept notes for session 1 for 2013 was 1 February 2013. APEC Secretariat also updated on the latest development-taking place within the Secretariat.

74. The Communication and Public Affair Unit (CPAU) also briefed the meeting on various media tools available for GOS members to use to create awareness to the community, which includes websites, facebook and twitters. Meeting took note of the available media facilities for purpose of outreach.

IX.
Document Access
75. The meeting agreed to the Document Classification List (2013/SOM1/GOS/000).

X.
Date and Place of Next Meeting
52.
The meeting noted that GOS2 2013 would be held in Surabaya, with the final date to be advised in due course.

�Source: World Bank, Data to 2010.  


�COMEX, based on data from BCCR and INEC.


�COMEX, based on projected data by BCCR.
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