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Understanding the Impact of Services
Liberalization on FDI

KIM, JONGDUK (Ph.D)

Head of Trade and Investment Team
Korea Institute for International Economic Policy (KIEP)

July 23, 2019

Introduction: Progress of the APEC STRI Project

Key outcomes up to the 2nd meeting and the inter-sessional
consultation

» Working basis for the pilot program: the OECD Services
Trade Restrictiveness Index (STRI)

» Four sectors for the pilot program: distribution, computer,
telecommunication, and logistics (storage and warehouse)

» Volunteer participating parties: Chile, Chinese Taipei, Peru
and Viet Nam

Two track approach will be pursued.
» proceeding with the discussions on APEC specific elements

» collecting baseline data at the same time.

2/9
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Introduction: Progress of the APEC STRI Project

» The OECD STRI provides indices for 22 services sectors’
degrees of liberalization.

» The OECD STRI are provided for 45 economies including 37
OECD members and eight other economies (Brazil, China,
Costa Rica, India, Indonesia, Malaysia, the Russian
Federation, and South Africa).

» Eleven APEC economies are included.

» Laws and regulations of participating economies are
databased.

» Annually updated since 2014

3/9

Introduction: Services in Economy
Importance of services has grown fast in developing and developed
economies alike as the global economy has industrialized further.
» Services account for about 65% globally. In general, the richer
an economy is the higher the services share is.
» Services in trade have grown fast too. While the growth of
trade since the Great Recession in 2008 has been staggering,
services trade has shown resilient growth.

» FDI has played a role in establishing global production
networks.

(% of
6 68
)
share ir GOP (%)
55 <

0

Services, val 0P)
62 64
Trade in services (% of GOP)
10 " 12
\\
el
|

8
Pl

005 2007 2009 2011 2013 2015 2017 2000 2005 2010 2015 2020 2008 2007 2009 2011 2013 2015 2017
Year vear Year

FlgU €. Services share in GDP Flgu €. Trade in Services (%, Figure: OFDI in GDP (%,
(%, World, WB) World, WB) World, OECD)
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Services Liberalization and IFDI

Does further liberalization attract more foreign direct investment?

» The figures shown below are the relationship between average
STRIs (over 22 sectors) and inward FDI (stock) in 2016.

1 2 3 4 1
AveragesTRI 77" averagesTRI

Fitted values © IFDI (manufacturing, stock)  ——— Fitted values |

* IFDI (al, stock)

Figure: IFDI (all) Figure: IFDI (mfg.) Figure: IFDI (serv.)

Services Liberalization and IFDI: Analysis

Correlations between services liberalization (in terms of STRI) and
unilateral inward FDI (stock) in 2016 are provided.

» Based on principal component analysis (pca) method, STRIs
of 22 sectors are reduced in 5 factors in dimension.

» IFDI is negatively correlated with STRIs.

Table: STRI and Inward FDI of OECD Economies (Unilateral)

(@) ) (3)
IFDI (all) IFDI (mfg) IFDI (serv)

In(GDP)  0.823** (10.00)  0.618** (6.46) 0.600** (7.75)

STRI1 -0.0447 (-0.34) -0.228 (-0.52) -0.463" (-1.71)
STRI2 -0.0866 (-1.14) 1.063* (2.30) 0.288 (0.81)
STRI3 -0.0709 (-1.41)  -2.106** (-2.71) -1.016 (-1.63)
STRI4 -0.449%* (-5.40)  -0.0488 (-0.23) -0.184 (-1.29)
STRI5 0.441%* (-4.50)  -0.452* (-2.16)  -0.623** (-4.02)
CONS 1.287 (1.04) 2.256" (1.68) 3.503** (3.24)
N 35 28 28

t statistics in parentheses
* p<0.10, * p<0.05 ** p <0.01
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Bilateral relationship between outward FDI and STRIs of

origination and destination economies.

» Negative relationships remain consistently.
» Coefficients of both STRIs of origination (rSTRI) and

destination (pSTRI) economies are negative.
» Results for FTAs are inconsistent and require further

investigation.

Table: STRI and Outward FDI of OECD Members (PCA)

(1)

(2)

OFDI OFDI

FTA -0.750** (-3.41) -0.753 (-1.57)

rSTRIL -0.184 (-1.37)

rSTRI2 -0.321* (-2.18)

rSTRI3 -0.547** (-4.31)

rSTRI4 -0.173 (-1.10)

pSTRIL -0.263* (-2.47)

pSTRI2 0.5877T (1.77)

pSTRI3 -0.489** (-3.15)

pSTRI4 -0.318* (-2.37)

N 278 222

t statistics in parentheses

T g 0:10, * p < 005, " p & DBL 29§

Table: Sectoral STRI and Outward FDI of OECD Members
(1) (2) (3) (4)

ofdi_adj ofdi_ad]j ofdi_adj ofdi__adj
FTA -0.684** (-2.61)  -0.732** (-2.94) 0.308 (0.56) -0.723** (-3.03)
rDS_STRI -2.182 (-0.96)
pDS_STRI -0.582%* (-3.24)
rCS_STRI -5.492* (-2.37)
pCS_STRI -11.25%* (-5.31)
rTC_STRI -10.27* (-2.24)
pTC_STRI -5.632** (-4.80)
rLSSTG_STRI -3.120 (-1.44)
pLSSTG_STRI -10.95** (-5.44)
CONS -5.4277 (-1.82) -4.574 (-1.35) -3.247 (-0.90) -8.893** (-2.80)
N 278 278 278 278
t statistics in parentheses
* p<0.10, * p < 0.05 ** p<0.01

879
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Discussion

» APEC-relevant STRI (i.e. more experts from APEC members)
» FTAs in the STRI

P more measures in services trade facilitation

» technical assistance to developing economies

18
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APEC Services Competitiveness
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Andre Wirjo
APEC Policy Support Unit
23-24 July 2019 « Ha Noi, Viet Nam 7
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Importance of services in APEC

Share of services in GDP of APEC economies

Hong Kong, China (2017)
United States (2016)
Singapore (2017)
Japan (2016)

lia (2017)

Canada (2015)

New Zealand (2015)
APEC (2015)

Chinese Taipei (2017)
Mexico (2017)

The Phil (2017)
Chile (2017)

Thailand (2017)
Russia (2017)

Peru (2016)

Korea (2017)

China (2017)

(2017)

Ind ia (2017)

Viet Nam (2017)
Brunel lam (2017)

o 10 20 30 40 50 60 70 80 90 100

Note: Data excludesPapua New Guinea
Source: PSU calcuiations, Worid Bank Worid Development Indicators (WDI) (http://data.woridbank.org/indicator/NV.SRV.TETC.ZS),
and Chinese Taipei’s National Statistics (http://eng.stat.gov.tw/ct.asp?xitem=37408&CtNode=5347&mp=5), accessed 25 lune 2019.

Asia-Pacific
Economic Cooperation

17 economies have
services share of
GDP exceeding 50
percent.

Services share for
APEC as a wholeis
close to two-thirds
of GDP.

Copyright © 2019 APEC Secretaria

Importance of services in APEC

APEC's export of commercial services and its share of world
commercial services export, 2006-2015

2,500,000

2,000,000

w
~

1,500,000

1,000,000

)

APEC's export of commercial services, USD millions
g 8
APEC's share of world commercial services export, %

0 32
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

W APEC's export of commercial services, USD millions  «—APEC's share of world commercial services export, %

Source: PSU calcuiations, and World Trade Organization (WTO) Time Series
(http://stat.wto.org/StatisticalProgram /WSDBStatProgramSeries.aspx ?Language=E), accessed 20 April 2017.

Asia-Pacific
Economic Cooperation

Exports of
commercial services
have almost
doubled between
2006-2015.

Share of world
commercial services
export almost
reached 40 percent
in 2015.

Copyright © 2019 APEC Secretaria
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APEC work on services

Services-related projects by Committee, 2006-2015

30%
20%

0%

More than half of
projects are relevant
to services sector.

m Not related to services

CTl & related EC & related
groups groups

m Related to services

SCE & related
groups

Source: PSU
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Asia-Pacific

based on ion of project

Economic Cooperation

APEC work on services

Copyright © 2019 APEC Secretaria

Examples of APEC initiatives related to services

Name
APEC Business Travel Card (1997)
APEC Blueprint for Action on Electronic
Commerce (1998)
APEC Policy Framework for Work on Services
(2000)
Statement to Implement APEC Policies on
Trade and the Digital Economy (2004)
APEC Privacy Framework (2005)
APEC Principles for Cross-Border Trade in
Services (2009)
APEC Services Action Plan (2009)

APEC Strategy on Movement of Business
People (2010)

I ion of Good R y Practices
(2011)

APEC Non-Binding Investment Principles
(1994, updated 2011)

APEC Action Plan on Statistics on Trade in
Services (2012)

Work Plan on Promoting Cross-Border
Education Cooperation in APEC (2013)
APEC Privacy Recognition for Processors
(2015)

Source: PSU compilations.

Asia-Pacific

Economic Cooperation

Link to services
Facilitate movement of natural persons
Facilitate provision of financial services
and other cross-border trade
Facilitate trade and investment in services
sector
Facilitate cross-border trade in services

Facilitate cross-border trade in services
Facilitate cross-border trade in services

Facilitate trade and investment in services
sector

Facilitate trade and investment in services
sector and movement of people

Facilitate services provision

Facilitate investment in services sector
Facilitate trade and investment in services
sector

Facilitate provision of education services

Facilitate cross-border trade in services



APEC PSU work on services

Linkage between services, manufacturingand productivity

. Analyze available informationto understand the role of services
in manufacturing.

. Identify regulations that are likely to affect negativelythe
provision of these services.

Manufacturing-related services

. Collect firm insights on contribution of services in their GVCs.

. Analyze how policies affecting services can haveimplications
on firm’s configuration, operation and location of value chains.

W Asia-Pacific
&gt Economic Cooperation
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APEC PSU work on services

Structural reform and services

. Made up of several case studies, each of which providesanin-
depth analysis of the impact of services sector reforms.

. Aims to contribute to better understanding of service sector
reforms, the benefits they bring and the challenges faced during
implementation.

Facilitating digital trade for inclusive growth
. Attempts to survey some of the key issues in digital economy.

. Highlights some issues with potential to negatively affect
digital trade.

,4 Asia-Pacific
- < Economic Cooperation

Copyright © 2019 APEC Secretaria
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APEC Services Competitiveness Roadmap (ASCR)

Background

* 1In 2015, APEC Leaders endorsed the APEC Services Cooperation
Framework (ASCF) which called for the development of a strategic and
long-term Services Competitiveness Roadmap.

* 1In 2016, APEC Leaders endorsed the APEC Services Competitiveness
Roadmap (ASCR) and its accompanying Implementation Plan.

* The Roadmap contains actions and mutually agreed targets to be achieved
by 2025, with mid-term review to be conducted in 2021.

Copyright © 2019 APEC Secretaria

APEC Services Competitiveness Roadmap (ASCR)
APEC-wide actions

¢ Some are indicatedin Annex 3 of the ASCR Implementation Plan
(http://mddb.apec.org/Documents/2016/MM/AMM/16_amm_012.pdf)

* Atotal of 19 APEC-wide actions.
* Additional APEC-wide actions can be agreed at any time.

¢ Foraidentified as accountable for APEC-wide actions:

Original list Additional fora identified in
SOM1 2017 endorsed-paper

o Tl e AHSGIE * EWG
s EC e PPFS * IEG
* HRDWG e TPTWG * TELWG
* BMG e FMP * SMEWG
* GOS * TWG * PPSTI
* ECSG
i Asia-Pacific
Economic Cooperation

Copyright © 2019 APEC Secretaria
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APEC Services Competitiveness Roadmap (ASCR)

Report on Baseline indicators

. Indicatorsavailable for all APEC-wide actions.

. Indicatorsare from reputable, third-party sources
such as the World Bank, OECD and UN agencies.

. Some are collected via updates provided by fora,
APEC Services Competitiveness Roadmap
(ASCR) Baseline Indicators surveys of fora members and economy sources.

APEC Policy Support Unit
Novembor 2017

“ )\ Asia-Pacific
i/ Economic Cooperation

Copyright © 2019 APEC Secretaria

Baseline for APEC-wide action #8

Supporting cooperationin the education sectorincluding promoting internship schemes, overseas student
exchange programs, and collaborative policy studies, as well as, in accordance with domestic education
systems, information sharing pertinent to economies’education standards, qualifications and credit systems
to measures to explore mutual recognition.

Indicator: Cross-recognition of educational standards and professional qualifications.

Presence of MRAs with other APEC economies

° 2 . . L] w 2 "
Australe NN WDl Accounting
[ Bruned Oaruss aslam - AnRT
Canada LA . . . .
Chte A PRSERE AN + Economieswith significant
Ctina  Same e e e e e e T e D e T e A
Hong Koog, China e S number of MRAs supporting
o g cross-border mobility of certain
Xorea R professionals with other APEC
Mabrysia O R < . .
Mexco — D economiesinclude Australia;
e e oy Canada; Malaysia; Singapore;
Thaitppines |t NS0 T and Viet Nam
Russia e e e e e
Singapore L N Computing and IT-
Chinese Tapei s related
Thaitand TSI
United States NEdscion
Viet Nam [ SRR e

Source: PSU’s compilations (March 2017) and survey responses of HRDWG members (Apri-June 2017).

€ APE »
- < Economic Cooperation

Copyright ® 2019 APEC Secretaria

24



Baseline for APEC-wide action #12

Support APEC’s work on developing the travel and tourism sector for sustainable and inclusive growth,
building on the work ofthe APEC Tourism Strategic Plan.

Indicator: Passport Index— Intra-APEC visa restrictions.

No. of APEC economies requiringvisa from the origineconomy
Of economies requiring visa from nationals of origin

economy

Origin economy N - Number via non- . ..
Nomber via ¢TA, €VIS%  electronic submission of + Fromthe perspective of the origin
i
e . Rl economy, between 5 to 17 other APEC
Béruu;i Darussalam 4 g ﬁ economiesrequire their nationals to
anada - . .
Chile 7 3 obtain visas.
China 3 14
Hong Kong, China 4 2
Todoneia 2 9 + Itshould be acknowledged, however, that
Jpan 4 ! economies have facilitated the process
Malaysia 2 4 through the use of electronic travel
Mexico 3 7 & . H :
NI i 3 aut'horlzatlon (eTA), eVisa and visa on
Papua New Guinea 3 11 arrival.
Peru 2 7
The Philippines 2 10 |
Russia 2 9 Note: eTA refers to electronic travel authorization. Passport index data have been
Singapore 4 1 adjusted using economy sources, €.g. Hong Kong, China residents do not need visa
Chinese Taipei ) 3 | forChina but nevertheless need to have *Home Return Permit™. The table above
Thailand 2 5 considersthetwo as qistinl:.t. Source: Passport Index
Un_lt(d States 2 3 ggﬁzzrill“é“g:? g/comparebyPassport. php?p1=nz&s=yes). Accessed
Viet Nam 1 13
AW Asia-Pacific
Economic Cooperation
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APEC Services Competitiveness Roadmap (ASCR)
Role of APEC Index

* |dentified as indicators in several APEC-wide actions.

* Development would extend coverage and lead to better
measure of progress.

* In 2017, paper on “Next Steps for the Work of Measuring the
Regulatory Environment in Services Trade of APEC” was
endorsed.

AW Asia-Pacific
Economic Cooperation

Copyright © 2019 APEC Secretaria
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What happened since?

Capacity building activities Technical Group (TG)
establishmentand meetings

» Workshop on Trade in Services Index
Data (Oct 2017)

+ APEC Symposium on Services Trade « Establishmentof TG (May 2018)
(May-Jun 2018)

. st i

» Capacity Building Workshop on 1 TG Meeting (May 2018)
Information Gathering Techniques for
Assessing the Services Environment
(Nov 2018)

+ 274 TG Meeting (Aug 2018)

« 31 TG Meeting (Feb 2019)

Advancing The Services Agenda In

APEC: A Focus on Implementing The + 4 TG Meeting (Upcoming)
APEC Index Pilot Program (Now)

Asia-Pacific
Economic Cooperation

About the Technical Group

+ Comprises of members from 12 economies (AUS; CHL; PRC; HKC; JPN;
ROK; MAS; PE; SGP; CT; USA; VN), OECD, World Bank and PSU.

* Chaired by Dr. June Dong Kim of Korea.
* Objectives:

o Develop a draft APEC index.

o Decide the details of pilot programand implement it for volunteer
economies.

o Develop a new projectto expand coverage of APEC index to
additional economies, with a view to expanding to all remaining
economies.

Asia-Pacific
Economic Cooperation

26



Key outcomes of TG Meetings

[Base index] OECD STRI as working basis for pilot program.

[Approach] Incremental

[Volunteer economies and sector coverage]

Distribution Computer Telecommunications Logistics (storage

Chinese Taipei
Viet Nam

[Implementation] Two track approach (i.e. concurrent collection of
baseline data and continued discussions on APEC specific elements in
various aspects such as policy areas and weights).

D)\ Asia-Pacific
:psc i/ Economic Cooperation

Copyright © 2019 APEC Secretaria

Find out more
APEC Online and Social Media

apec.org
0 @APECnews

@ @APEC

@apec

@ APEC - Asia-Pacific Economic Cooperation

D\ Asia-Pacific
Economic Cooperation

Copyright © 2019 APEC Secretaria
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A 3 1 WTO R E 5 KRS E Ms. Lee Tuthill f&3

Z
Z

ICT: Rules for Regulatory
Frameworks and Trade Barriers

Lee Tuthill, WTO

Advancing the Services Agenda in APEC
23-24 July 2019, Ha Noi, Viet Nam

In brief

* WTO rules for ICT regulation
— GATS
— Telecom Annex
— Reference Paper
* Recent technology and market trends
* Regulatory trends
* ICT in RTAs
* ICT in E-commerce talks

* Implications for regulation

28



GATS: Trade restrictions :2/

MFN & Transparency

Market Access

* limits on number of suppliers*

* limits on value of transactions or assets*

* limits on number of operations or the quantity of output*

* limits on number of persons that may be employed in a
sector or by a supplier*

* measures that restrict or require specific types of legal
entity or joint venture

* limits on the participation of foreign capital

*or an economic needs test having the same effect
Non-discrimination (domestic)

* De jurior de facto

§

Region’s current status (ITU database)

No restriction to foreign Level of competition in
participation/ ownership, 2018 Leased Lines, 2018
Asia &Pacific Asia &Pacific

44

I Yes No BN Monopoly Partial competition Hlll Full competition HEE N/A
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Transparency

Obligations applying to all services, scheduled or not:

GATS Article Ill: Transparency

5] Promptly publish, or make otherwise publicly available, all
relevant measures and international agreements

Annex on Telecommunications

g] Ensure public availability of conditions affecting access to and
use of public telecommunications

E.g. tariffs, technical interfaces, standards bodies, attachment of
terminal equipment & notification, registration or licensing
requirements.

Reference Paper on regulatory principles (Various provisions)

\

Objectivity is Key ...

GATS Article VI: Domestic Requlation

In services where commitments are undertaken:

=] Administer all measures applicable to services or service
sectors in a reasonable, objective and impartial manner.

Reference Paper on regulatory principles

Independent telecom regulator

Separate from, and not accountable to, any basic telecom
supplier. Decisions and procedures to be impartial with
respect to all market participants.

30
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GATS Annex on Telecommunications —/

Far reaching implications for ICT policy &
regulation in the digital era

» Core obligation: guarantee service suppliers access to basic
telecoms they need to do business

» Ensure reasonable and non-discriminatory access to and use of
public telecommunications transport networks and services (PTTNS),
for the supply of any services listed in the schedule

» Obligations on all telecom service providers required, explicitly or in
effect, to make basic telecom networks and services generally
available to the public, whether or not dominant

» No particular requlatory approach (ex ante, ex post) prescribed

The Reference Paper

\

Telecom Regulatory Principles

e Competition - avoid abuse of dominance
e Interconnection - guarantee fairness
e Regulator - independent of operators
e Universal service - competition friendly

e Finite resources - administer fairly
(e.g. spectrum, numbering, rights of way)
e Licensing - added transparency

31



Competition safeguards on
dominant operators

(&
N
—/

Reference Paper

Defines as "major" those suppliers with control over essential facilities
or a dominant position in the relevant market for basic
telecommunications services

Maintain measures to prevent major suppliers from engaging in anti-
competitive practices affecting trade in telecommunications

Examples:
O engaging in anti-competitive cross-subsidization
O abusing information obtained from competitors

0 not promptly providing other services suppliers with technical
information about essential facilities and commercially relevant
information they need to provide services

Interconnection Guarantees

\

Reference Paper

Ensure interconnection with a major supplier is provided:
» at any technically feasible network point

» under non-discriminatory terms, conditions and rates

» of a quality no less favourable than provided for its own like services, those
of non-affiliated suppliers or subsidiaries or other affiliates

» ina timely fashion
» on terms, conditions and cost-oriented rates

» sufficiently unbundled so that the supplier need not pay for network
components it does not need

» onrequest, at network termination points other than those offered most
users, subject to reasonable charges

32



Competition friendly =)
universal service mechanisms

Reference Paper

§

Universal Service Obligations

Administer universal service obligations, however defined,
in @ manner that is:

® Transparent
® Non-discriminatory
® Competition neutral

®" Not more burdensome than necessary

t

Computer services

33
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Emerging trade obstacles

Total blocking

Total blocking - intermittent
Filtering — selective blocking
Discriminatory regulations
Server or data centre localization
Commercial presence required
Liability sanctions

e’
Example: Data localization ti//

Evolution of data localisation by degree of restrictiveness

30

25

20

15

10

5

4

0
1961 1966 1971 1976 1981 1986 1991 1996 2001 2006 2011 2016

Ban to transfer Local Storage/Processing ===Conditional flow regime

Note: The graph does not include four measures whose date of entry into force is unknown.

Source: ECIPE, Digital Trade Estimates Database
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Evolving services in the digital era 4
* Cloud technology (storage, processing & delivery)
* Big Data — Large scale data analytics
* Artificial intelligence (Al)
* Internet of Things (loT) — connected physical objects

* 3D printing — printing of physical objects from
software

* Distributer leger data transmission network
technologies (e.g. blockchain)

* Fintech and mobile payments

Production chains: =)
" . —,
Market access issues & data reliance

 Distribution services platforms - few commitments, applied
regimes based on domestic market supply, retail level
regulations aimed at brick-and-mortar models

» Logistics — air transport carved out of GATS, other
transport sectors also sensitive, e.g. trucking

 Delivery - Post & courier services not fully competitive,
leads to high costs, affected by transport restrictions

«  Payments — Not fully globalized, some markets can
participate in buying, but not selling
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ICT in RTAs -/

\

® Expanded telecom regulatory principles, e.g.
some obligations apply to all telecoms not only
“basic” services

® Electronic commerce principles e.g. no customs
duties on digital products, data flows
provisions, e-commerce regulatory frameworks

® Improved and expanded market access
commitments on telecom and computer
services (also on postal/express delivery)

N
Market Access: GATS vs. RTAs =
g0 §
70 § § §
*1\ N Y\ ‘ NIR
50 § § § g % § \ § 3 N\ N
N\ § NRNRNENR NRNRNR
= N N N A N N
(IR R R D
At
e P eGP F S
?}cjb ?}(jé .\?}(_)e, ’ & 6},_)6‘ (\‘—’é \oocz,‘ o(\c)z ‘?},’d‘ &‘9?5 Q%(_)e ’S_)q, ] 2 &\(_)% «(b"{’ ‘\{\,\’b <&
¥ (J°<°Q\§ Q\'(P& ,\éé‘&obc’f &&é 9“;\0& Q,b\)’b‘ &oo@é\ \&Q’b"\ ‘b’b‘* @(\bc)dl 27 Qi}f‘ '9'0 \&é‘. - v v~6i§\ &

HGATS ONPTA
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ICT in WTO E-commerce Talks

Definition

Customs duties/
moratorium

Transparency (general)

Non-discrimination

Data flows

Open Internet/ networks

Localization restrictions

Technology transfers

Source code

Choice of Technology

E-signatures/ Authentication

... more issues

Cooperation with other 10s
Legitimate policy objectives,
DR & exceptions
Privacy/ personal data
Consumer protection/
confidence

- cybersecurity

- spam
Regulatory cooperation
Network neutrality
IPR protection

37
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Network competition
Encryption

Future proofing
frameworks
Standards/
interoperability
Customs procedures
Trade Facilitation
Transparency/ prior
publication and comment
Conformity assessment

e

=
Market access commitments/
negotiations
Improve metrics and data
Trade monitoring
Classification
infrastructure gaps
Licensing/
authorization
Electronic payments
e-procurement
Paperless trading
Legal frameworks



e

Implications of regulation for trade ‘:’///

i

* Off-line rules apply, but how?
— On-line world not exempt
* Internet regulation, evolving

— Privacy, cybersecurity,
cybercrime

— Liability & jurisdiction issues

— Data transfer regulation
— Content regulation
— Competition policy,
e.g. Net neutrality,
dominance concerns

38



b 4 : OECD fR#% ¥ 540 Mr. John Drummond i

APEC STRI:
PILOT PHASE

IMPLEMENTATION

Ha Noi, 24 July 2019

John Drummond
Trade in Services Division
OEGCD

>> Measuring the regulatory environment
for services in APEC

Transparency

Quantification

Impact assessment and analysis

Better policies

Economic growth and jobs

39



APEC index: Pilot implementation

» Two parallel tracks

Track 1: Discussion on APEC specific | Track 2: Collection of baseline data
elements

» Technical group to discuss and develop + OECD to collect the baseline regulatory
APEC-specific additions to the baseline data, complete the regulatory database
data and generate preliminary baseline

indices for volunteering economies

+ Customisation elements can be Data collection: about 6 months
discussed using the draft baseline data + Draft inputs to be delivered to August
in August 2019 2019 Technical Group meeting

+ Reflect agreed customisation elements + Deliverables:
to derive the APEC specific index + Baseline regulatory database
+ Baseline indices
+ Other supporting materials

Collection of baseline data

Sectors Measures

Logistics Foreign entry

e Movement of people
Distribution
Barriers to competition
Computer
Regulatory transparency

Telecoms Other measures
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>> Procedure for compiling APEC STRI
baseline data

Step 1: Technical Group decision
 Establish pilot economy coordination points
Step 2: Desk research

* Undertaken by the OECD Secretariat (factual
information collected from publicly available
sources pertaining to regulations and laws in
force for relevant services sectors)

» Coverage: Distribution, Logistics
(Warehousing and Storage%,
Telecommunications, Computer Services
sectors

>> Procedures for compiling APEC STRI
baseline data

Step 3: Verification

» Coordinating Ministry distributes the
information compiled by the OECD
Secretariat to relevant agencies for
verification

* Consultation with domestic regulators and
relevant Ministries

Step 4: Quantification

» Performed by the OECD Secretariat on the
basis of verified regulatory information
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>> Procedures for compiling APEC STRI
baseline data

Step 5: Consultation on results

» Can be performed electronically and/or in a workshop
« To ensure that results are accurate and understood
Annual updates

 Initiated and undertaken by the OECD Secretariat,
fvhich monitors relevant changes to regulations and
aws

« Coordinating Ministries are contacted for verification
(normally in September of each year)

* Process is managed so that minimum effort is required
by coordinating Ministries

>> Coverage of APEC economies

STRI completed: Australia, Canada, Chile,
China, Indonesia, Japan, Malaysia, Mexico,
New Zealand, Russia, Republic of Korea,
United States

STRI in progress (22 sectors): Peru, Singapore,
Thailand

STRI in progress (partial sectors): Brunei
Darussalam, The Philippines

APEC STRI pilot economies: Chile, Chinese
Taipei, Peru, Viet Nam
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Key deliverables

Database
Indices

Tracking reforms

Assessing benefits

Economy and regional level analysis

Tracking reforms

Number of policy changes 2014-2018

mIndonesia
China (PRC)

mIndia
oL hlﬂ |JJJJJJJJ o

Yo

Si\
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Services and shipping times

20

mHigh STRI
= Low STRI

Days

Exports Imports Imports Exports Imports
Logistics storage Road

Martime Logistics cargo handling

Services and the digital economy
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Services and SMEs

20%

-
2]
B

10%

Additional trade cost of regulatory restrictions for SMEs

Estimated additional tariff equivalent for SMEs compared to large firms of 400 million EUR or more

(a) On cross-border exports

(b) On foreign affiliate sales

mSpecialised services B Standardised services
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Contact us

We look forward to hearing from you!

Access all of the You can reach us via We invite you to connect with
information from the e-mail by sending your us on Twitter by following:
Trade & Agriculture message to the following

Directorate at: address:

www.oecd.org/tad Janos.FERENCZ@oecd.org @OECDtrade
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USING THE OECD SERVICES
TRADE RESTRICTIVENESS INDEX

(STRI)

Workshop on Advancing the Services Agenda in APEC

24 July 2019
Ha Noi, Viet Nam

Janos Ferencz
Trade in Services Division, OECD

>> Objective

* To learn how to use the STRI and its tools
to improve regulatory transparency and
promote policy reforms

« How?
— Discussions
— Interactive exercises using the STRI tools
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>> The OECD STRI suite of tools

Regulatory Compare Policy

database simulator
M()bﬂ? Economy and Research
application sector notes papers

COMPUTER AND

TELECOMMUNICATIONS

48



STRI framework for computer services

1. Restrictions on foreign entry 3. Other discriminatory measures
Equity restrictions Taxes
Restrictions on legal form Public procurement

Board of directors and managers

FDI screening 4. Barriers to competition

Other investment barriers Appeal and redress

Performance requirements Fee-setting

Commercial/local presence requirement Minimum capital requirements
Cross-border data flows Restrictions on advertising

2. Restrictions to movement of people 5. Regulatory transparency

Quotas Transparency in the egislative process
Labour market tests Business visa restrictions

Duration of stay Doing business

Recognition of foreign qualifications

STRI framework for telecommunications

Contracts for universal services obligations are assigned on a

competitive basis Fixed termination.rates are regulated o
Areference offer is mandated for termination and
Number portability is required interconnection
Time and conditions for porting are regulated Mobile termination rates are regulated
) o o Areference offer is mandated for termination and
Resale of public telecommunications services is allowed interconnection
"Use it or loose it" applies to spectrum Fixed call origination rates are regulated

Secondary spectrum trading is allowed A reference offer is mandated for fixed call origination

Wholesale international roaming rates are regulated Access to mobile networks is mandated

Retail international roaming rates are regulated Mobile call origination rates are regulated

Interconnection is mandated A reference offer is mandated for mobile call origination

Access to passive and active wholesale products is mandated  Retai prices are regulated
Wholesale access prices are regulated, passive and active

products Vertical separation is required
Areference offer is mandated for wholesale access to passive

and active products Memo: There is at least one dominant firm
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Scoring in telecommunications depends
on market structure

Barriers to

competition

Dominant
supplier

Competitive
markets

R ; Excessive
egulation regulation
is good = bad
J Y.

The STRI Policy Simulator

Access the OECD Policy Simulator here: http://sim.oecd.org

@4 OECD Satst s X [) Services Trade Restrictheness in. X | o = o %
€« c o 0 im.oecd.or * 6O
31 Apps @B STRI Home UK Tiers 2and Sisst. [l Economics Onine [ Advocatus = ADLAT  [Y DLA Piper The Leg nina @ Blog - Legakmondo  § Freya Bactens - Dep [l Laws and Regulaticr  &m domi

@) OECD  Services Trade Restrictiveness Index Simulator

1o 4 Architecture services - »
B o=
ii BEEr e = = =
B EEE S EE - m e = B R B
ﬁillllllll!lii!Iill;lll!lll!iiiE!!!l;ll.iiaa.

Select a sector and country to start the Policy Simulator.
Choose a sector g for Choose a country | -1 @view tabie |

About the STRI STRI Home

The STRI helps o identify which policy measures restrict trade. It provides policy. 1o0ls 1o Tools
negotiate is and open up trade In services, It can also help govemments

identity best practice on prioety seciors :cm““m"?;"“m_ am“

The STRI database Is based on regulations currenty in force. 1, where 0 open and 1 y » Regulatory database
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Exercise: finding data in the STRI

» Using the STRI Simulator, select an economy of your choice

« Select a sector: computer services or telecommunications services

« Identify three (3) aspects that describe the regulatory environment in
that economy.

» Inspiration from a case study )

=

« Share your findings with another person in the room. Note down the findings of the
other person.
» Do it again with another person.

« What did you find?
» Were there commonalities between the findings?

Share with the
group

Some inspiration: the case of Mexico

 Starting in 2015, Mexico
implemented a package of
reforms in
telecommunications services,
including:
— Rolling back foreign equity
restrictions in fixed-line and

Internet services segments of
the sector.

— Establishing a new independent
regulator

— Introducing a series of pro-
competitive measures to
challenge the dominant
position of incumbent R
telecommunications firms. '

« The impact has been highly
positive (OECD, 2017)
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DISTRIBUTION AND

LOGISTICS SERVICES

STRI framework for distribution services

1. Restrictions on foreign entry 4. Barriers to competition

Licences for the distribution of certain products are subject  Prices or fees are regulated
to quotas or economic needs tests

Zoning regulation discriminates foreign suppliers Contract rule for cross-border transaction deviate from
internationally standardised rules

The number of sales outlets per firm is limited Laws or regulations explicitly protect confidential information

Restrictions on franchising Seasonal sales periods are regulated

Restrictions against foreign distributors to practice direct Regulations limit the range of products a retailer may carry
selling including e-commerce

Memo: The distribution of certain products is reserved for Laws or regulations provide electronic signature with the
statutory monopolies equivalent legal validity with hand-written signature

Memo: Market share under monopoly in the sector

3. Other discriminatory measures 5. Regulatory transparency

Foreign firms are discriminated against on trademark Licences are allocated according to publicly available criteria
protection

The pre-packaging of products is subject to mandatory Restrictions related to the duration and renewal of licences

nominal quantities
Online tax registration and declaration is available to non-  Time taken for customs clearance (days)
resident foreign providers

Pre-arrival processing is possible
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>> STRI framework for logistics services

1. Restrictions on foreign entry

Service provision is reserved for statutory monopoly or
granted on an exclusive basis (storage and warehouse at
airports, ports, road and rail facilities)

Licences are subject to quotas or economic needs test
(storage customs and other storage)

3. Other discriminatory measures

Discriminatory access to storage and warehouse facilities
(storage and warehouse)
Standards on packages deviate from international standards

4. Barriers to competition
Contracts for service provision are awarded through
competitive bidding

Limitations on working hours of operation for storage and
warehouse facilities

5. Regulatory transparency
Duration of visa for transport crew
Visas on arrival or visa exemption are available for temporary

entry/transit of transport crew
Multiple entry visas are allowed for transport crew

Individual licensing
Time taken for customs clearance (days)

Pre-arrival processing is possible

>> Exercise: simulations of policy reforms

» Hypothetical case: your economy is
considering to introduce comprehensive
trade liberalising reforms and has asked you
to advise on different reform packages that

could be considered

* In small teams of 2-3 individuals:
1. Select a sector of your preference: distribution or

logistics services

2,

Prepare 2-3 different policy packages using the

measures in the STRI Policy Simulator

What is the impact of the different policy

packages on the STRI indicators?



Suggestions for policy packages in
distribution services

Policy Policy Policy

package 1 [l package 2 [l package 3

e N & N
__Liberalize foreign Easing conditions on e- Easing conditions on
— investment conditions commerce [ | licensing
applicable to the sector ;
. J a J
e N '3 )

Remove discriminatory
conditions (e.g., on
— packaging
requirements, product
standards, etc)
o J . 7

Promote regulatory
transparency

>> Main takeaways

» Overview of the STRI tools and their
applications

» Deeper insights into the four sectors
included in the APEC index pilot exercise

» Exercises to help better use the STRI for
policy making purpose
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Thank you!

Janos.FERENCZ@oecd.org
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