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Brussels, 28th June 2011
Informal Meeting between ESF and members of the

Trade Policy Committee on Services of the Council of the European Union

- Brussels, Tuesday, 21th June 2011 -

_____________________________________________________________

DRAFT MINUTES

I. 
WELCOME AND INTRODUCTION

The ESF Policy Committee Chairman thanked the Hungarian Presidency for accepting the ESF’s invitation and welcomed all the participants from the EU Member States and the Commission. Mr. István Pokorádi, Chair of the TPC on Services and Investment, welcomed the possibility to interact with the services industry. The list of participants is attached at the end of this document.  
II. 
REPORT ON ESF ACTIONS SINCE THE LAST MEETING, FOLLOWED BY EXCHANGE OF VIEWS
The ESF Secretariat reported on the actions taken by ESF since the last meeting in November 2010. In particular, the ESF EU-Singapore position paper was noted, as was the EU-Mercosur position paper. It was commented that there was some disappointment and frustration with the lack of progress in the Mercosur negotiations; in particular there was concern that agricultural and political issues were causing too many problems in the negotiations. On Malaysia, extra weight was attached to the importance of the negotiations because the agreement had the potential to become a benchmark in the region for middle income countries. On Singapore, there was some concern expressed that issues regarding banking were becoming political and that political will would be required to resolve them. Focusing in on this region, it was reported that the ESF Director had visited both Singapore and Malaysia and had pressed important messages to key persons in both countries. In addition, the ESF Director had visited Indonesia in early May where he had moderated the session on services at the 1st EU-ASEAN Business Summit and also worked towards the development of recommendations for the Indonesian Vision Group that focuses on boosting economic partnership (to be released on 28 June). He commented that it was clear the country had massive potential and therefore represented a great opportunity for EU business. Also commented on were a meeting with the Indian Commerce Secretary, which had been a success, and an information seminar co-hosted by ESF with the  Architects’ Council of Europe and the  Quebec representation in the EU on mutual recognition of professional qualifications. The meeting with the Indian Commerce Secretary had been an opportunity to promote services concerns directly and the seminar had highlighted the problems of mutual recognition for professional services so that the issue could start to be tackled more proactively.
The Policy Committee Chairman then invited John Cooke of TheCityUK to present an AFME and SIFMA paper entitled ‘Reinvigorating Open Trade in Financial Services’, which had been endorsed by ESF (enclosure 1). The message of the text was outlined to the TPC to highlight the importance of enabling financial services to act as a driver for trade and investment. The presentation also recounted the WTO conclusion that none of the root causes of the financial crisis could be attributed to GATS provided services trade liberalisation, or to the involvement of foreign financial institutions. The presentation touched on the key elements of the text, including the benefits of open financial markets, the compatibility with sound regulation, the importance of capital markets, the importance of all modes of supply, the benefits of binding existing levels of liberalisation, processing financial data and an overview of the changing regulatory landscape. Nick Colliers of ThomsonReuters also supported the presentation with some useful factual examples.

In response, Leopoldo Rubinacci, Unit Head for Services and Investment in DG Trade, was grateful for the text and the attention it drew to the need for financial services liberalisation. He expressed his opinion that the crisis had acted as an excuse to reactivate restrictive attitudes, and that it was most welcome that the WTO confirmed the root causes could not be attributed to services trade liberalisation. Commenting on cross-border liberalisation of wholesale financial services, he said that this needed to be treated with care as it would be difficult, at the time being, to go beyond the terms of the GATS Understanding on Financial Services. He noted however that there existed ‘water’ in WTO members’ actual levels of cross-border openness, and this could be the subject of bindings. It was suggested to Mr Rubinacci that this approach was over-cautious and did not serve EU interests in a field in which EU businesses had a comparative and competitive advantage; paragraph 20 of the paper clearly set out the factors that might form the basis for securing new cross-border market access, which the Commission should draw upon and not be deflected by over-cautious attitudes. Mr Rubinacci acknowledged the point.
III. 
DDA & FTA NEGOTIATIONS
Mr Rubinacci was invited to give a state of play report on the various bilateral and multilateral negotiations taking place. The DDA was the starting point and it was reiterated that NAMA sectorals had been the choking point for the round so far. A WTO Ministerial meeting in December would work on an LDC modalities package to save some elements of the development agenda of the round. Turning to bilaterals it was reported that the Indian negotiations were progressing quite intensively, but there would be no offer before the summer break, allowing India’s internal process to clarifying their position, but there was still an objective to conclude by the end of the year. Mercosur was said to be progressing also, but on the normative side still, where it was important to establish a strong set of regulatory rules to set a solid foundation for the agreement. For Singapore, offers had been exchanged and in many sectors the Singaporean offer was the best that they had produced in any negotiations. Having said this, financial services was still a problem and getting parity with the US was a priority. Malaysia was continuing to be a very interesting negotiation and while the talks had not reached the offers stage there was considerable political positioning and reform going on in Malaysia which needed to be pushed hard. With Canada, Mr Rubinacci first thanked the Member State representatives for their hard work on the negative list approach and reported that exchange would be likely now in October. He also thanked ESF for initialising the discussion on MRAs in professional services, which he acknowledged were difficult to set up but were vital for Market Access in professional services. Here there was a 2 stage approach with notification of interest needed from both the profession and the countries involved. Reporting on Ukraine he expressed the need for an ambitious agreement that took on much of the acquis communautaire because as a member of the European Neighbourhood Policy it would be a benchmark for the rest of the neighbourhood. Looking at Japan, it was noted that the current scoping exercise would assess the lay of the land and seek out foreign business unfriendly practices that required addressing and that it would probably be right to discuss this further at the next meeting.
The secretariat voiced some concern over a possible FTA with Japan and noted that it would be looked into by the services industry with considerable detail. It was commented also that it was important that investment would be covered. The Hungarian Presidency was interested in this stance and asked for further details. The primary reason was that there was a degree of skepticism about the seriousness of Japan on reforming those barriers to trade important to services. There was concern that there would be much talk and little action. The current process, with little progress, on reviewing 27 barriers highlighted to the Japanese was potentially indicative. It was also noted that an agreement could have a difficult time through the parliament given the concerns of other sectors, e.g. car industry. It was, however, made clear that in principle an agreement with Japan could be positive, but it needed to be assured that real progress would be made. Other members, such as BT, expressed that they were more positive about an FTA with Japan.
Commenting on Korea, the Policy Committee Chairman notified the TPC that members had been informed to report on all cases where commitment implementation in Korea was not being respected. This would be discussed in the Market Access Advisory Committee where it would be a standing order. The Polish representative noted that Poland would be ratifying the text as soon as possible after a brief delay caused by a mistake in the Polish text. Mr Rubinacci reported that Korea was obviously a very important agreement from the point of view of the Commission and that they would get details of the legislative reforms in Korea to ESF as soon as it was ready so that it could be followed by industry. He also responded to questions over the Andean and Central American agreements by noting that after the summer break greater details could be provided on the agreements to assist ESF members in providing their input to the ratification process. 
IV. EU NEW INVESTMENT POLICY
Following the adoption by the Parliament of the first reading on the EU draft regulation on existing BITs, Mr Rubinacci outlined how the changes from the Lisbon Treaty on exclusive competency on investment protection and the Parliament’s powers through co-decision in new areas would be a big benefit for the EU in the long run. He reported that following the adoption by the Parliament it was possible to go for an early second reading and adoption of the resolution. However, the trialogue between the Commission, Member States and Parliament had yet to create a position that was fully aligned. It was clear that there existed a large convergence of views on what level of protection should be worked towards; specifically a very high level of protection and in line with what Member States had been doing in the past several years. On extending a mandate for the Commission to negotiate investment protection in the context of the three FTAs (Canada, Singapore and India) It was made clear that it was important to resolve any issues before the summer so that the competence could be exercised.
In addition to investment protection in the context of FTAs, there were also strategic partners who could be beneficial investment protection partners for the EU; specifically Russia and China. Currently an impact assessment and public consultation on an investment agreement with China was being carried out. There existed essentially three options: 

1. Do nothing, 

2. EU wide BIT, or

3. Comprehensive BIT + Market Access + Regulations package. 
The Commission encouraged opinions and would wait for all inputs before starting anything.

The Policy Committee Chairman reported that ESF was taking a practical view of the investment situation and was pleased to see the Commission and Member States sitting down to iron out issues. It was particularly important that political issues did not hijack all policy towards important international partners because issues such as, for example, human rights, did not necessarily correlate with trade and business issues. On China he commented that it was difficult to formulate a unanimous position but that ESF and members would provide input nevertheless. Finally it was felt that due to the services orientation of inward and outward investment it would be important to respect this in any corresponding negotiations.  
V. ANY OTHER BUSINESS AND NEXT MEETING
The Chairman thanked the Hungarian Presidency for its hard work in the past months and expressed the wish to pursue these informal discussions with the forthcoming Polish Presidency and invited all participants to the cocktail. The next meeting was provisionally scheduled for the end of November.
-------------------------
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