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�
Foreword by


The Rt Hon Peter Mandelson MP


Secretary of State for Trade and Industry





	I hope this consultation paper will encourage you to give my Department your views on the important negotiations on international trade in services that are due to begin by January 2000.  These negotiations - “GATS 2000” - will take place in the World Trade Organisation and may, if WTO Members so decide next year, form part of what we hope will be a new comprehensive round of multilateral trade negotiations.  





	The UK has a vital economic interest in seeing services markets liberalised around the world.  We are among the world’s top services exporters, second only to the US in 1997.  Last year our exports of services were worth £53 billion, equivalent to eight per cent of our GDP.  And 44% of our net outward investment is in service activities.





	Our own markets are largely open to foreign services suppliers.  Yet many markets around the world have significant barriers to trade in services - more so than for goods.  These barriers hold back potential economic growth and development.  





	The main barriers to trade in services are found in national regulations - particularly restrictions on foreign ownership and on cross- border services.  We need your advice on the trade barriers that concern you most.  Within the European Community we will be drawing up request lists country-by-country and sector-by-sector.  These negotiating positions must reflect UK business priorities.  So please tell us which markets and which restrictive regulations you think we should concentrate on.





	Consultation proved to be crucial to last year’s successful outcome to WTO negotiations on financial services.  I am keen to follow this example in the preparations for GATS 2000.  The UK is in a strong position, both within the EC and more widely, to have its voice heard.





	Your responses will of course be treated in strict confidence.  If my staff can help you in any way with this consultation, please do not hesitate to contact them as shown on page 8.





�
Chapter 1


Introduction


�
New negotiations on trade in services


Between now and the end of 1999, the Government will be preparing for detailed negotiations to liberalise trade in services between the European Community and other countries around the world.


At a multilateral level, these negotiations will form part of a broad-ranging set of negotiations to be conducted with the 132 Member governments of the World Trade Organisation, and which for services will start during 2000 - the negotiations have been coined “GATS 2000”.  At a bilateral level, negotiations will take place with a number of countries, most notably in 1998�1999 with the United States under the Transatlantic Economic Partnership agreed at the EU/US Summit in May.


These negotiations are explained in this Consultative Document.  In our view, one of the keys to success lies in fully involving business and other interested parties in the process from the start.  Businesses carry out their own strategic planning but need to work with government negotiators to try to remove obstacles to the development of these commercial objectives.  Consumers and non-governmental organisations will want to know how their their interests will benefit from globalisation and not jeopardised in the quest for freer trade.


In this document we explain the background to the negotiations, including how services were incorporated into the world trading system during the Uruguay Round, the provisions of the General Agreement on Trade in Services (“the GATS”), and how the WTO aims to improve the conditions under which companies can provide services in other countries.


As you read this consultative document (and you will only need to refer to the sectors in Chapter 4 of interest to your business) we would like you to consider the following questions:


Which are, or should be, your most important markets?


What are the regulatory obstacles you face to doing business there?


How do you get round those obstacles (if you do)?


How could your business be made easier and more profitable as a result of further liberalisation?


What would you like to see UK and European Commission negotiators concentrate on?


Given that negotiations imply give and take, what further liberalisation could you envisage in the UK and the European Community, and what current restrictions inhibiting foreign competition do you think are justified, and why?


Progressive liberalisation


The mandate for new negotiations on services is built into the GATS.  Article XIX says that:


“Members shall enter into successive rounds of negotiations, beginning not later than five years from the date of entry into force of the WTO Agreement and periodically thereafter, with a view to achieving a progressively higher level of liberalisation.”


In other words, negotiations must begin no later than 1 January 2000, five years after the WTO Agreements came into force on 1 January 1995.  


Whereas restrictions on trade in goods are characterised typically by frontier barriers such as tariffs and quotas, as well as non-tariff barriers such as standards etc, restrictions on trade in services are found almost entirely in the way services are regulated domestically.  Although some sectors are relatively unrestricted, others such as financial services or the utilities are more tightly regulated, mainly for consumer protection reasons.  Examples include restrictions on foreign investment holdings; nationality and other restrictions on directors and professional qualifications; quotas on the number of licences granted to new market entrants.  All these issues will no doubt be raised during the negotiations.


Under the GATS, services are classified according to four “modes” by which a service can be supplied:


Mode 1 (cross-border):  ie, from the territory of one Member into the territory of any other; eg advertising or telecommunications;


Mode 2 (consumption abroad):  ie in the territory of one Member to the service consumer of any other Member;  eg tourism or, again, telecommunications;


Mode 3 (establishment abroad): ie by a service supplier of one Member through commercial presence in the territory of any other Member;


Mode 4 (movement of personnel):	ie by a service supplier of one Member through presence of natural persons of a Member in the territory of any other Member.


Preparations for the GATS 2000 negotiations are already underway in the WTO Council for Trade in Services.  It was agreed at the WTO Ministerial Conference in Singapore in 1996 that these would begin with an information exchange programme, aimed at enabling WTO Members to understand the way individual services sectors operate, how they are regulated, to what extent WTO Members made market opening commitments in particular sectors, and what the key remaining trade barriers are.  This information exchange began in June.


The information exchange will serve two main purposes.  At a general level, it should provide all WTO Members with a shared information base, and could offer pointers to issues which Members need to analyse collectively.  At the level of individual WTO Members, it could contribute to identification of negotiating “targets”, though these will also need to be developed through consultation with national services industries.


How the Government will be involved


The UK will participate in these negotiations as both a Member of the WTO and a Member State of the European Community.


Under EC law, trade in services is an area of “mixed competence”, which means that both the European Community and individual Member States have responsibility for the conduct of the negotiations and for deciding on the outcome in respect of their respective powers and interests.  The full implementation of the obligations under the GATS requires the participation in the Agreement of the European Community and the Member States together.


By arrangement the European Commission acts as lead negotiator and speaks on behalf of the Member States in the WTO on the basis of positions agreed unanimously with all Member States.  However, Member States take full part in individual face-to-face bilateral negotiations with other countries. This means UK negotiators will therefore have the opportunity to pursue UK interests directly with other trading partners.


The Government directly influences the position taken by the European Community as a whole.  To do this we need to know fully the interests and concerns of UK stakeholders.


Consultation with interested parties


The purpose of this document is therefore to start the process of consultation.  We want your views on the issues we will have to address and your priorities for inclusion in the UK and EC negotiating objectives.


In this document we identify some of the main issues that we think may arise during the negotiations, although we have deliberately not indicated here what our priorities might be other than to put the negotiations into the context of the Government’s overall trade policy, most recently publicly stated by the Prime Minister in the WTO in Geneva in May (see Annex 1).  We invite your responses to some specific issues discussed further in Chapter 5. Your comments do not, however, have to be limited to these questions.


While DTI will act as lead negotiators for the GATS 2000 negotiations as a whole, we will work very closely with individual services sector specialists throughout HMG, many of whom may be your normal contacts (see panel below).  Together we will be ready to discuss the negotiations further with your company or association, as we will need to maintain close contacts as the negotiations progress. 


Where and when to send your comments


We invite you to send your comments to the address in the panel below.  It would be helpful to receive initial comments by 30 November 1998.  Further consultation will undoubtedly be necessary.  If you wish to continue to be consulted, please let us know.


�
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Please send your comments to:





Malcolm McKinnon


Head of Trade in Services


Trade Policy and Europe Directorate 2


Department of Trade and Industry


Kingsgate House


66-74 Victoria Street


London SW1E 6SW


fax:  0171-215 4252


e-mail:  malcolm.mckinnon@eirv.dti.gov.uk











Telephone numbers for DTI lead services negotiators:





Malcolm McKinnon		0171-215 4555


Alistair Abercrombie		0171-215 4248


Martin Corry			0171-215 8420





Fax				0171-215 4252











HMG services sector specialists:





	Accountancy			Vivien Brighton, DTI		0171-215-0217


	Air services			John Parkinson, DETR		0171-890-5937


	Audio-visual			Carolyn Morrison, DCMS	0171-211-6444


	Construction and engineering	David Broyd, DETR		0171-890-5655


	Courier				Steve Halls, DTI		0171-215-2963


	Distribution and marketing	Lesley Forsdike, DTI		0171-215-4153


	Educational			Barnaby Shaw, DFEE		0171-273-5816


	Electricity			Sue Harrison, DTI		0171-215-2778


	Environmental			Janet Jennings, DTI		0171-215-1633


	Financial			Ian Kemsley, HMT		0171-270-5298


	Gas				David Tyrrell, DTI		0171-215-5150


	Health				Peter McConn, DoH		0171-210-4858	


	Legal				Edwin Kilby, LCD		0171-210-0740


	Postal				Jan Wright, DTI			0171-215-1793


	Shipping			David Milroy, DETR		0171-890-5423


	Telecommunications		Neil Feinson, DTI		0171-215-1812


	Tourism			Claire Man, DCMS		0171-211-6313


	


	Export promotion interests	Debbie Gillat, DTI		0171-215-8248


	Development interests		Anna Wechsberg, DFID		0171-917-0157
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Chapter 2


the general agreement on trade in services


�
What the GATS is for


The GATS is a government to government agreement between the 132 Members of the WTO and sets out a framework of legally-binding rules governing the conduct of world trade in services.  It has been formulated with a view to ensuring that government regulations and other government measures affecting trade in services are fully transparent, and to securing the progressive removal of measures which discriminate against foreign services suppliers.


An important feature of the Agreement is the package of specific liberalisation commitments made by individual WTO Members across the range of services sectors.  The national schedules of commitments (see paragraph 2.9 below) indicate which services sectors are open to foreign firms and those in which restrictive measures have been retained.  Restrictions which remain in place will be the subject of future negotiating rounds, the next due to commence in January 2000.


The origins of the GATS


The most recent round of multilateral trade negotiations (the “Uruguay Round”) got under way in 1986 and was concluded at the end of 1993.  It took place under the auspices of the then General Agreement on Tariffs and Trade (GATT), which had been the negotiating forum for the liberalisation of trade in goods since the 1940s.  


When they met in Uruguay in 1986 Ministers, following representations from industry, decided to broaden the negotiating agenda for the Round by including for the first time negotiations on trade in services.  In the early stages of the Round, consideration was given as to whether, given the different nature of goods and services trade (and the barriers which exist), GATT-type rules and disciplines could be employed in the services area.  At a later stage, once the main framework rules had been formulated, negotiations began with regard to the specific liberalisation commitments which the individual participating countries could make.


How the GATS works:  the main provisions


Scope of the GATS


The Agreement applies to all “measures by Members affecting trade in services”.  A relevant measure can take the form of a law, regulation, rule, procedure, decision or administrative action.  It can be applied by a central, regional or local government authority or by a non-governmental body in the exercise of powers delegated by a government authority.  However, some measures, provided they do not act as disguised restrictions on trade, are carved out specifically from coverage under the GATS.  These are measures:


(a)	necessary to protect public morals or maintain public order;


(b)	necessary to protect human, animal or plant life and health;


(c)	necessary to secure compliance with laws or regulations, including those relating to:


(i)	the prevention of deceptive and fraudulent practices or to deal with the effects of a default on services contracts;


(ii)	the protection of the privacy of individuals in relation to the processing and dissemination of personal data and the protection of confidentiality of individual records and accounts;


(iii)	safety;


(d)	relating to the equitable or effective imposition or collection of direct taxes;


(e)	relating to double taxation agreements.





There are also a number of “security” exceptions. 


As regards sectoral coverage, the GATS applies to any service in any sector, except services supplied in the exercise of governmental authority - ie services supplied neither on a commercial basis nor in competition with one or more service suppliers.  In addition, an Annex to the GATS stipulates that, at least at this stage, the Agreement applies only to a limited number of activities in the air transport sector.  Another area temporarily excluded from GATS coverage is government procurement (see paragraph 2.26 below).


Most-favoured nation principle (MFN)


This concept was the corner�stone of the original GATT and has been carried forward into the GATS.  Essentially, each WTO Member is obliged to grant all other WTO Members the same treatment that it gives to any other country (ie whether or not that country is a WTO Member).  


Because MFN is a general discipline within the GATS framework, the rule must be respected whether or not an individual country has made liberalisation commitments in a specific sector (see following section).  However, WTO Members which wished to maintain the ability to discriminate between fellow Members in certain areas had the opportunity at the end of the Uruguay Round - and at the conclusion of the subsequent sectoral negotiations under GATS - to lodge lists of MFN exemptions (ie derogations).  It is understood that, in line with the concept of progressive liberalisation which is built into the GATS, these  exemptions will be negotiated away over time�.


Schedules of Specific Commitments


Each WTO Member is obliged to deposit a schedule of specific commitments covering services trade.  During the Uruguay Round, and in the subsequent sectoral negotiations, Members chose the services sectors in which they wished to make offers of commitments (“positive listing”) and inscribed any market access or national treatment restrictions or limitations which they intended to maintain.  Any such reservations were listed according to the four “modes”


After the tabling of initial offers, WTO Members negotiated improved commitments with their trading partners.  In sectors where a Member has made a commitment - either on the basis of a fully open market or with specific reservations listed - that Member cannot introduce more restrictive measures in the future.  Thus, even where a Member maintains discriminatory measures in a particular sector, the scheduling of those measures has a value for foreign firms because they are guaranteed that the level of any such discrimination cannot be increased.


Market access


A WTO Member making liberalisation commitments in a particular sector would have to list as reservations in its schedule any of the following types of restriction or limitation which are being maintained:


(a)	limitations on the number of services suppliers whether in the form of numerical quotas, monopolies, exclusive services suppliers or the requirements of an economic needs test;


(b)	limitations on the total value of service transactions or assets in the form of numerical quotas or the requirement of an economic needs test;


(c)	limitations on the total number of service operations or on the total quantity of service output expressed in terms of designated numerical units in the form of quotas or the requirement of an economic needs test;


(d)	limitations on the total number of natural persons that may be employed in a particular service sector or that a service supplier may employ and who are necessary for, and directly related to, the supply of a specific service in the form of numerical quotas or the requirement of an economic needs test;


(e)	measures which restrict or require specific types of legal entity or joint venture through which a service supplier may supply a service; and


(f)	limitations on the participation of foreign capital in terms of maximum percentage limit on foreign share-holding or the total value of individual or aggregate foreign investment.





This represents an exhaustive list of the types of market access restrictions or limitations which have to be inscribed in schedules.  Any measure of a regulatory nature, while not necessarily subject to scheduling, has to comply with the GATS provisions on domestic regulation (see below).


National treatment


Unlike the approach followed in the GATT, there is no general obligation in the GATS for a WTO Member to give national treatment to foreign firms established in its market, ie treatment no less favourable than that accorded to domestic services suppliers.  However, in sectors where a Member has taken on specific commitments, any limitations on national treatment have to be inscribed in that country’s schedule.


 “Additional commitments”


WTO Members are free to negotiate commitments with respect to measures which are not subject to scheduling under the market access and national treatment provisions of the GATS.  As possible examples, the Agreement cites measures regarding qualifications, standards or licensing matters.  So far, few Members have inscribed such commitments in their schedules.  


That said, however, when the negotiations aimed at liberalising trade in basic telecommunications services concluded in February 1997 (see paragraph 4.21-4.22 below), a large number of countries agreed to include in their commitments a set of additional rules, particularly competitive safeguards provisions, pertaining to that sector.  It is possible that, in the 2000 round of negotiations, a similar approach to liberalisation will be explored for other services sectors.  


In addition, in the absence of GATS disciplines concerning government procurement, WTO Members might wish during the 2000 round to explore the possibility of inscribing “additional commitments” as a first step towards covering that important area under the GATS.


Domestic regulation


The GATS imposes a number of obligations with regard to the way in which WTO Members operate their domestic regulatory regimes.  Some of these are general obligations, while others apply only in respect of services sectors in which a Member has taken on specific commitments.  For example, in sectors where specific commitments have been undertaken, each Member is obliged to ensure that all measures of general application affecting trade in services are administered in a reasonable, objective and impartial manner.


When concluding the GATS framework at the end of 1993, Members recognised that, in some services sectors, the nature of regulatory barriers is more significant than those addressed under the market access and national treatment articles of the Agreement.  It was agreed, therefore, to carry out further work in this area.  The WTO Council for Trade in Services is required to develop any necessary disciplines with a view to ensuring that measures relating to qualification requirements and procedures, technical standards and licensing requirements do not constitute unnecessary barriers to trade in services.  The aim of any such disciplines is to ensure that such requirements are inter alia:


(a)	based on objective and transparent criteria, such as competence and the ability to supply the service;


(b)	not more burdensome than necessary to ensure the quality of the service;


(c)	in the case of licensing procedures, not in themselves a restriction on the supply of the service.





Pending the entry into force of the general disciplines, Members are obliged to ensure that, in sectors in which they have undertaken specific commitments, licensing and qualification requirements and technical standards are applied in accordance with the criteria listed above.  As a first step, the WTO Working Party on Professional Services is developing disciplines for the accountancy sector (see paragraph 4.11 below).


Mutual recognition


The GATS views recognition of qualifications, licences, etc as a positive step towards liberalisation.  It therefore welcomes moves towards harmonisation in such areas, as well as steps taken by individual Members to recognise others’ qualifications, etc autonomously or to engage in negotiations aimed at concluding recognition agreements or arrangements.  


In order to preserve a multilateral dimension, the GATS obliges Members which are embarking on such negotiations to submit a formal notification to that effect to the WTO, thus giving other countries the opportunity to participate.  It should be noted, however, that, while the intention is to open up negotiations to interested countries, there is no obligation to conclude an agreement or arrangement.  An additional obligation is that Members shall not accord recognition in a manner which would constitute a means of discrimination between countries in the application of its standards or criteria for the authorisation, licensing or certification of services suppliers, or a disguised restriction on trade in services.


Monopolies and restrictive business practices 


The GATS recognises that monopolies will continue to exist in services sectors;  but the Agreement does impose some obligations on WTO Members with regard to their activities.  First, Members have to ensure that a monopoly supplier of a service, in the supply of the monopoly service, acts in a manner which is fully consistent with that Member’s obligations under those GATS articles concerned with MFN, market access and national treatment.  Secondly, where a monopoly supplier competes, either directly or through an affiliated company, in the supply of a service outside the scope of its monopoly rights, and that service is subject to the Member’s specific commitments, the Member has to ensure that the monopoly supplier does not abuse its position to act in a manner inconsistent with those specific commitments.


Economic integration 


The GATS acknowledges that countries might wish to join others in negotiating agreements which take the level of liberalisation in services trade beyond that achieved under the GATS.  Such an agreement has to comply with reasonably strict criteria.  It has to:


have substantial sectoral coverage;


provide for the elimination of substantially all restrictions regarding national treatment, either when the agreement enters into force or on the basis of a reasonable time-frame;


be designed to facilitate trade between the parties and cannot, in respect of WTO Members outside the agreement, raise the overall level of barriers to trade in services within the sectors covered by the agreement in comparison with the situation which existed before the agreement.  


The WTO Committee on Regional Trade Agreements is charged with the responsibility of examining whether agreements formally notified to the WTO comply with these criteria.  A number of such agreements have been notified:  the EC of 12 Member states, the enlarged EC of 15 Member states, the North America Free Trade Agreement, the EC’s Association Agreements with Hungary, Poland and the Slovak Republic, the EC’s Association Agreements with the Baltic states, and the Australia/New Zealand Closer Economic Relations Trade Agreement.  The Committee on Regional Trade Agreements has reached no conclusion as yet as to the compatibility of any of these agreements with the relevant GATS provisions.


Outstanding work on GATS rules 


At the end of the Uruguay Round negotiations, it was agreed that negotiations would have to continue in order to formulate any necessary rules covering three important areas.  One consideration is whether provisions on emergency safeguards are needed so that a WTO Member, faced with an unforeseeable influx of foreign services, can take action to support its industry, without facing any penalty, through the temporary suspension of its relevant commitments.  There remains a lack of agreement among WTO Members as to whether such provisions would be appropriate.


Similarly, it was not possible during the Uruguay Round to formulate rules governing government procurement in services.  At this stage, therefore, government procurement activities are not subject to GATS disciplines.  Work to develop such rules has proceeded slowly and will likely spill over into the 2000 round of negotiations.


The third area of on-going negotiations is subsidies.  Unlike trade in goods, there are as yet no multilateral disciplines governing subsidies granted to services industries, but negotiators are charged with developing such disciplines.  Again, work in this area is likely to continue as part of the 2000 round of negotiations. 








�
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Chapter 3


BILATERAL NEGOTIATIONS


�
Scope for bilateral liberalisation


As well as the negotiations taking place at a multilateral level under the GATS, the UK and the European Community take part in negotiations with individual countries at a bilateral level or with various groups of countries.  For example, the UK has regularly negotiated air services agreements on a bilateral basis, has developed a network of close multilateral ties in maritime transport through international organisations, and has negotiated the largest number of bilateral double taxation agreements together with numerous investment promotion and protection agreements.  For its part, the European Community has concluded association or trade and partnership agreements with a growing number of countries, in particular the countries of Central and Eastern Europe, the Commonwealth of Independent States (formerly USSR), and the EC’s Mediterranean neighbour States.


More recently, the European Commission has begun to pursue bilateral trade agreements.  Those mooted or under negotiation so far include agreements with South Africa, Mexico and the Mercosur group of South American countries.


The EU/US Summit and the Transatlantic Economic Partnership


There has been much reporting of one such European Commission initiative to negotiate an agreement in services with the US as part of a package of trade liberalising proposals.  This culminated in the Transatlantic Economic Partnership (TEP) agreed at the EU/US Summit in London in May 1998.


The TEP aims to build on an earlier initiative - the New Transatlantic Agenda - signed in 1995.  It has two elements:  multilateral and bilateral.  The aim of the multilateral part is for the EU and US to make firm commitments to liberalisation in the next round of WTO negotiations.  On the bilateral side, the aim is to remove as many transatlantic barriers to trade and investment as possible.


As far as services are concerned, the TEP provides:


at the multilateral level, for a shared objective of ambitious liberalisation of services in forthcoming WTO negotiations;


at the bilateral level, for negotiations between the EC and US to support the primary goal of multilateral liberalisation, to remove regulatory barriers that hinder market opportunities for services, for the benefit of consumers business;  and 


extending work on mutual recognition agreements to cover services as well as goods.


Relationship between GATS 2000 and bilateral trade agreements covering services


Where such agreements are pursued, to comply with the GATS they must of course meet the criteria for economic integration agreements mentioned in paragraph 2.23 above.


In seeking your comments on services liberalisation, we would particularly like your comments on how these government to government negotiations with the US and other markets mentioned in this Chapter could help your business objectives, as negotiations are likely to begin earlier than those in the WTO.
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�
Chapter 4


services sectors


�
Sectoral negotiations


Whether the focus is on the main GATS 2000 negotiations or those which may take place at a bilateral level, the negotiations to liberalise trade in services come down in the end mainly to a sector-by-sector and country-by-country approach.


The purpose of this Chapter is to help you give us your priorities for negotiating away barriers you face in other markets and which you would like us to try to remove.


In this Chapter, to stimulate your reactions, we describe the services sectors covered by the GATS, the liberalisation achieved during the Uruguay Round and the main kinds of restrictions which UK industry may still continue to face.


Barriers to services trade


There may be a number of reasons why UK and EC businesses experience difficulties in exporting their services to other WTO Member countries.  These may be because some countries have not yet given commitments to open certain services markets to foreign competition, or because other barriers to trade exist in those sectors.


Common barriers to trade include restrictions on the establishment of and operation of a commercial presence by foreign firms, limitations on foreign ownership or requirements to enter joint ventures, an economic needs test requirement for commercial presence or limits on the contract size available for foreign firms.  In some sectors (eg construction or environmental services), subsidies and tax incentives are available to promote the development of certain projects.  If they are granted only to national suppliers then they can also act as a barrier to foreign trade. The foreign investment regime can also have a decisive impact on the ability of foreign firms to supply competing services.


Other barriers to trade can include a lack of transparency in the requirements for acquiring permits or licences etc. and for registration fees, some of which can be administered either by a large number of national and local authorities, or by industry associations over which national authorities have no control.  Other aspects of domestic regulation can act as barriers to trade.  Restrictions may also occur through the lack of  recognition of  qualifications gained abroad or for a requirement for relevant experience in the importing country.


Also, whilst there may be sound prudential or social reasons why some countries are not ready to open up specific service sectors to foreign competition, it should be remembered that the provision of some services are dependent upon the availability of associated service industries.  Therefore, although certain service sectors in WTO Member countries may, in theory, be open to foreign competition, in practice the supply of those services by foreigners may be restricted because of the existence of restrictions on the import of supporting services upon which those services are dependent.


Classification of Services Sectors


Most WTO Members have made their services commitments with reference to the UN Central Product Classification (CPC).  This places all service sectors into eleven broad categories plus a catch-all “other” category (see panel below), broken down into more detailed descriptions of services trade.  We use these broad categories in this document, including in our commentaries on the degree of liberalisation secured so far in some selected services sectors.
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WTO STANDARD CLASSIFICATION LIST





Business services, including professional, computer, R&D, real estate, 	rental/leasing, advertising, marketing, management consultancy etc


Communication services, including telecoms, postal, audio-visual


Construction and related engineering services


Distribution services


Educational services


Environmental services, including environmental protection, refuse 	disposal etc


Financial services, including insurance, banking, securities, asset 	management and financial information


Health related and social services


Tourism and travel related services


Recreational, cultural and sporting services


Transport services, including sea, air, rail, road and auxiliary services


Other





�
Business services


Professional services, including legal services; accounting, auditing and bookkeeping services; taxation services; architectural services (including urban planning and landscape architectural services); engineering and integrated engineering services; medical, dental and veterinary services and other professional services;


Computer and related services; 


Research and development services;


Real estate services;


Rental/leasing services without operators, including services relating to ships, aircraft; other transport equipment and other machinery and equipment;


Other business services, including advertising and market research services; management consulting and related services; technical testing and analysis services; services incidental to agriculture, hunting, forestry, fishing, mining;  manufacturing and energy distribution; placement and supply of personnel, investigation and security, equipment maintenance and repair; building-cleaning services; photographic services; printing and publishing; convention services and other business services.





�
The liberalisation of professional services is important for European industry generally but especially for the UK.  Currently, professional services are often regulated by national laws or by professional bodies or associations, all of which attach great importance to regulating the standards of qualification and experience of individuals.  In many cases knowledge of the local law is a particular requirement for qualification to practice professional services.


Although the rationale for regulation may be protection of the consumer and public interest in general, many of the access conditions to the professions nevertheless constitute real barriers to international trade.  Regulatory barriers may include nationality requirements, restrictions on the movement of professional, managerial and technical personnel, restrictions on legal form and restrictions on foreign equity.  Important national treatment limitations may include restrictions on partnership with local professionals, restrictions on the hiring of local professionals, restrictions on the use of international and foreign firm names, residency requirements and discrimination in the licensing process.


The professional services sector lends itself particularly well to market opening based on mutual recognition.  The WTO has established a working party on professional services to improve the opportunities for accountancy professionals wishing to practise outside their home countries.  The WTO Council for Trade in Services has adopted a set of guidelines for mutual recognition agreements in the accountancy sector.  These are designed to give guidance to parties wishing to negotiate agreements, and to stimulate opportunities for the movement of accountancy professionals across borders.  The Working Party has already established guidelines for GATS Members who are looking to enter into mutual recognition agreements, and work is continuing on a basic set of rules on the regulation of the accountancy sector.  This work is based on the provision of Article VI of the GATS.


In the Uruguay Round, 42 WTO Members made commitments in legal services.  Of these, 21 made commitments covering the provision of advice on host country law (19 on representation), 39 regarding advice on international law (20 on representation) and 39 regarding advice on home country law (20 on representation).


So far 55 WTO Members have made commitments in at least one of the sub-sectors covering architectural services, engineering services, integrated engineering services or urban planning and landscape architectural services.  The largest number of Members (54) made commitments in engineering services followed by architectural services (46).  For the remaining two sectors just under 30 Members made commitments.


Other sectors in this category are less closely regulated.  Suppliers of computer services are more likely to encounter restrictions on temporary entry for personnel, a key concern for developing countries looking for access opportunities in the more developed countries.  In advertising and marketing, restrictions apply mainly to content, rather than market access per se, though the sector is dominated by a few large multinational companies with whom joint ventures offer a more usual method of market entry.


WTO Members have made commitments on computer and related services.  These are broken down into consultancy services related to the installation of hardware (49 countries); software implementation services (54); data processing services (52); data base services (46) and; “other” (such as maintenance and repair) services (27).  No WTO Members have listed specific MFN exemptions in the sector but, given the importance of commercial presence and movement of natural persons, some countries’ across-the-board restrictions on MFN would likely have an impact.


A number of other factors can have an effect on the growth and development of these services.  These can include issues such as labour policies (work permits/visas, education and training), research and development support, protection of intellectual property rights to address software piracy, technical standards, tariffs on computer equipment, and government procurement of information services.  Other factors can include issues of legal contract/software licence enforcement, authentication, encryption and protection of individual privacy.  For large scale projects, government procurement practices can be particularly influential on the service chosen.


WTO Members have made commitments on advertising services.  The majority of commitments (37) in the sector are without economically significant limitations on Market Access and National Treatment except for Mode 4.  Most commitments cover the sector in full but, where there are exceptions, the majority concern advertisements for goods which may be considered sensitive for health and safety reasons and/or those which have been made subject to import restrictions. 


One sector in which both the EC and the US believe that the 2000 round of negotiations could bring about liberalisation is energy-related services.  This is an area that is currently undergoing deregulation and the opening up of monopoly industries to competition.  So far, very few WTO Members have made commitments covering activities in the sector and those that have have done so in a piecemeal fashion.  Both the EC and US are currently considering how best to classify energy services so that liberalisation negotiations can get under way in the context of the next negotiating round.





  


�
Communication services


Postal services;


Courier services;


Telecommunication services, both basic and value added, including voice telephony,  data transmission and other associated services, private leased circuit services; on-line information and data retrieval and processing services and other related telecommunications services;


Audio-visual services, including motion picture and video tape production services; motion picture projection services; radio and television services, radio and television transmission services; sound recording and other audio-visual services.





�
For postal services, in most countries a national public monopoly still applies on items up to a certain weight.  National regulation usually requires national postal suppliers to be responsible for providing a universal service in terms of tariffs, accessibility of post boxes and post offices and certain standards for quality of service.  However, private courier companies can often provide services that are more dependable, faster and cheaper than those offered by the national postal suppliers, and there are an increasing number of express delivery service providers operating internationally.  


Since 1874, international regulation of postal services has been conducted under the auspices of the Universal Postal Union (UPU) whose Members negotiate agreements and other instruments that address the issues concerning the cross border transit of mail. Six WTO Members have scheduled commitments with regard to postal services and of those only two have appeared to have committed to fully open their markets to foreign suppliers.  Two of the other commitments are limited to “accelerated international mail” and one other commitment is limited to postal items above a certain weight level.  One of the six schedules lists services as being reserved for a monopoly.  33 WTO Members have scheduled commitments on courier services.       


In the telecommunications area, value-added services are already largely liberalised.  But basic telecommunications has traditionally been the domain of national state monopoly operators, though the sector is undergoing rapid change.


The Basic Telecommunications Agreement which came into force on 5 February 1998 has 69 signatories and accounts for over 93% of the world revenues in telecommunications services.  The Agreement covers all aspects of telecommunications services and all methods of transmission.  The majority of schedules contain commitments on regulatory principles, including competition safeguards on abuse of dominant position by major suppliers.  The EC regards the implementation of these commitments as a very high priority over the coming years.   


In most countries, audio-visual media are regulated more closely than other forms of media often by means of imposing a licensing requirement.  This takes account of the fact that audio-visual media have a greater potential for social, economic and cultural influence.  Additionally, a number of WTO Member countries give subsidies for the proportion of domestic content.   Only twelve countries have scheduled commitments in the audio-visual sector.  The EC made no commitments and took comprehensive MFN exemptions covering all aspects of its policies.  Some other countries took out MFN exemptions to protect co-production agreements and limited regional broadcasting.  Only three countries scheduled commitments relating to new technologies in the transmission or tele-distribution of audio-visual services.  These issues are likely to play an important part in future negotiations.
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Construction and related engineering services


General construction work for buildings;


General construction work for civil engineering;


Installation and assembly work;


Building completion and finishing work.


Other construction and related engineering services.





�
This category covers construction and related engineering services except those services such as architectural and engineering services which are provided by qualified professionals and therefore covered under business services (see paragraph 4.9 above).


In construction services, 55 WTO Members, including the major developed countries and some developing countries,  have made commitments for at least one of the sub-sectors.  22 Members have made commitments in all sub-sectors.  The EC has made a liberal commitment in this sector by permitting the establishment of foreign firms and applying almost no market access restrictions.


The construction sector is subject to many different aspects of domestic regulation, either at national, sub-federal or local government level.  These include controls on land use including environmental regulation or planning restrictions, building regulations and technical requirements, building permits and inspection, registration of proprietors, contractors and professionals, regulation of fees and remunerations, etc.  Whilst there are a number of reasons why these controls need to be applied, such as for safety, environmental protection or the implementation of urban and land use planning, even if they are applied equally to both domestic and foreign suppliers they may be found to be more onerous to foreign suppliers.  As the construction sector is particularly labour intensive and involves a number of associated services such as transport and insurance, any measures which restrict the movement of people, equipment or the supply of other services have a particular impact on this sector.





�



�
Distribution services


Commission agents services;


Wholesale trade services;


Retailing services;


Franchising;


Other distribution services.





�
So far only 21 WTO Members have made commitments in distribution services.  This includes the major developed and some developing counties, including 11 Members who have made commitments in all of the first four sub-sectors.  The EC grants full national treatment for foreign firms to supply cross-border and through commercial presence, though a few limitations on market access still remain.


The distribution sector (especially retailing) is particularly labour intensive and any measures which restrict the movement of people have a particular impact on this sector.  Particular domestic regulations that �affect distribution services  include restrictions on large-scale outlets, shop opening hours and zoning and planning laws.  Other relevant legislation includes restrictions on pricing and promotion, vertical restraints and labour market limitations.  Many of the regulations which affect the distribution sector are implemented by local authorities who are influential on authorising new stores and setting the conditions under which they operate.  The establishment and operation of  large “out of town” retail stores may be subject to a number of restrictions based on environmental grounds or the impact that their establishment may have on small local shops.


�






Educational services


Primary education services;


Secondary education services;


Higher education services;


Adult education services;


Other education services.





�
Only a few WTO Members made liberalisation commitments in this sector during the Uruguay Round.  Those which did, generally limited the scope of their commitments to the area of privately funded education services.  Establishment/commercial presence is the key mode of supply for such services.  Those countries with �commitments inscribed few restrictions.  An activity of particular interest to the UK is English language training.  Since the end of the Uruguay Round, we have been particularly keen for countries negotiating their accession to the WTO to make open commitments in this area (eg Taiwan).


�
�
Environmental services


Sewage services;


Refuse disposal services;


Sanitation and similar services;


Other environmental services (including cleaning services of exhaust gases, noise abatement services and nature and landscape protection services).





�
In environmental services, 35 WTO Members have made commitments in at least one of the sub-sectors including the major developed and some developing countries.  25 Members have made commitments in the first three sub-sectors.    


In the past, the opportunities for trade in environmental services have been limited as many of the major environmental services were supplied by governments and often formed natural monopolies because of the high level of investment required to create the necessary infrastructure to provide competing services.  However, as a consequence of the pressure to achieve environmental objectives in an economically efficient way, the situation is changing.  Now, even for those utilities where the cost of  building a competing infrastructure would be prohibitive, governments are privatising those services, but making the provision of those services subject to regulatory conditions. 


However, even though governments are increasingly privatising environmental services, they still continue to procure those services themselves.  Public procurement practices are covered by various sets of national and plurilateral rules, but all are limited in scope.  In the WTO, the Agreement on Government Procurement (GPA) now has 26 signatories.  Nearly all the signatories to the GPA have included the full range of environmental services within the scope of their commitments.  However, this does not necessarily ensure that all procurement takes place on a non-discriminatory basis.  The GPA rules apply only above certain thresholds, only to the covered entities, and parties to the Agreement have listed a number of derogations from its key disciplines.


The environmental services sector is affected by a wide range of government regulations.  On one hand there are the environmental regulations which apply to all industries (such as restrictions or taxes on the emission of pollutants) and, therefore influence the demand for environmental services.  On the other hand there are regulations which affect the location or operation of environmental services.  These include urban planning restrictions on the location of disposal sites or standards for the discharge of effluents.  Where regulations are more burdensome than necessary they can cause an excessive increase in the cost of supplying the service and become in themselves  barriers to trade. 


The environmental services sector may also be affected by a wide range of technical barriers to trade.  If different technologies produce equivalent results in terms of environmental quality, then we believe a purchaser should be free to choose the type of  technology rather than to be obliged to buy from a domestic source because of specific technology requirements.


�
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Financial services


All insurance and insurance-related services, including life and non-life insurance services; reinsurance and retrocession and services auxiliary to insurance;


Banking and other financial services, including the acceptance of deposits and other repayable funds from the public; lending of all types; financial leasing; payment and money transmission services; guarantees and commitments; trading for own account or for account of customers; securities related services; money broking; asset management; financial advice; provision of financial information and other financial services.





�
An Annex to the GATS expands on how the basic GATS framework rules apply to the financial services sector.  It also contains a list of specific sub-sectors on which WTO Members might make commitments. A key feature of the Annex is the “prudential carve-out” which recognises the need for supervisory and regulatory authorities to take prudential measures for the protection of investors or to ensure the integrity of the financial system.


The GATS also includes an “Understanding on Commitments in Financial Services”, which places a higher level of minimum obligations than that provided for in the basic GATS provisions.  The Understanding includes a standstill commitment requiring Members not to introduce any new restrictive measures and also a far-reaching right for Members to establish and to expand a commercial presence in all possible forms.  So far, only the developed countries and a few developing countries have scheduled their financial services commitments in this way


The first round of commitments on financial services were made at the end of the Uruguay Round, when 82 countries made commitments to open their markets to foreign service providers.  In 1995, a second set of commitments were made when 43 countries agreed to improve their commitments. The US, however, declined to confirm her commitments, viewing the overall package as unsatisfactory.  The latest round of  negotiations were completed on 12 December 1997, when  72 countries, including the US, agreed to make further improvements to their offers.  This brings the total number of WTO Members with commitments in financial services to 102. The 1997 agreement represents a major contribution to opening domestic banking, insurance, securities and other financial services on a non-discriminatory basis to foreign financial service suppliers.  Assuming that the countries concerned complete their internal ratification procedures on time, the commitments resulting from the agreement will enter into force on 1 March 1999.


�
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Health related and social services


Hospital services;


Other human health services;


Social services;


Other health related and social services.





�
This is another sector where relatively few liberalisation commitments were made during the Uruguay Round;  and it is not clear whether, in the next negotiating round,  there will be much scope for broadening those commitments.  Those developed countries with commitments in the sector have limited those commitments to the provision of such services by entities within the private sector.  Many restrictions exist both with regard to market access (eg on levels of foreign ownership) and national treatment.  
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�
Tourism and travel related services


Hotels and restaurants (including catering);


Travel agencies and tour operator services;


Tourist guides services;


Other tourism and travel related services





�
107 countries have made commitments in this sector, showing the relatively widespread willingness of WTO Members to bind their legislation in this sector.  That said, remaining restrictions in this sector include regulations on travel agencies and tour operators abroad.  In some countries foreign ownership and presence are restricted and foreign computer reservation systems are not allowed in locally-owned travel agencies or foreign-owned offices.  The EC hotel, restaurant and catering industries are major investors abroad and these can only be supplied through a commercial presence.  Therefore any discrimination against foreign firms can still have a substantial impact on the ability of foreign firms to provide these services.





�
�
Recreational, cultural and sporting services 


Entertainment services, including theatre, live bands and circus services;


News agency services;


Libraries, archives, museums and other cultural services;


Sporting and other recreational services;


Other recreational and sporting services.





�
An economically important sector falling within this broad category of services is news agency services.  Most developed countries have made commitments in the sector;  and few have inscribed restrictions.  Overall, however, the GATS coverage of the sector is poor, with no developing countries making commitments.  In recent years, most countries’ regulatory regimes have been made less restrictive.  This, therefore, is an area in which broader and improved commitments should be sought during the next negotiating round.


Entertainment services is an area of some interest to developing countries.  The movement of personnel is clearly an important element in such services.  Developing countries are likely to press the industrialised countries during the 2000 round of negotiations for improved commitments in this area.
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�
Transport services


Maritime transport services, including passenger and freight transportation, rental of vessels with crew, maintenance and repair of vessels, pushing and towing services and supporting services for maritime transport;


Internal waterways transport, including passenger and freight transportation, rental of vessels with crew, maintenance and repair of vessels, pushing and towing services and supporting services for internal waterway transport;


Air transport services, including passenger and freight transportation, rental of aircraft with crew, maintenance and repair of aircraft and supporting services for air transport;


Space transport;


Rail transport services including passenger and freight transportation, pushing and towing services, maintenance and repair of rail transport equipment and supporting services for rail transport services;


Road transport services, including passenger and freight transportation, rental of commercial vehicles with operator, maintenance and repair of road transport equipment and supporting services for road transport services;


Pipeline transport including transportation of fuels and transportation of other goods;


Services auxiliary to all modes of transport, including cargo-handling services, storage and warehouse services, freight transport agency services and other services auxiliary to all modes of transport;


Other transport services.





�
Maritime transport services were the subject of negotiations both during the Uruguay Round and in extended negotiations, which concluded, without success, in 1996.  Negotiations focused on three main “pillars”:


international traffic of freight and passengers;


commercially-related auxiliary services (eg cargo handling, storage and warehousing, customs clearance, container stations and depots, and freight forwarding) and;


access to and use of port services (eg pilotage, towing, fuelling, emergency repairs and berthing).


On the international side, the negotiations concentrated not only on the elimination of cargo sharing and unilateral cargo reservation practices but also on facilitating the multi-modal integration and free marketing of shipping services.


Despite attempts at building a package of meaningful commitments, the US remained sceptical about the value of the offers made and declined to table any liberalisation offer.  That being the case, most of the countries which had tabled offers withdrew them and negotiations were suspended in June 1996. Negotiations in the sector will start again in the context of GATS 2000.  In the meantime, the application of MFN to maritime transport services has been suspended;  and a “standstill” clause is in operation which prevents the introduction of more restrictive measures in the sector until the end of  the resumed negotiations.


The Uruguay Round negotiations paid little attention to land transport services.  Many GATS Members have so far chosen to take MFN exemptions on these services and to enter into bilateral or plurilateral arrangements as the liberalisation of passenger and freight transport is usually only of interest to neighbouring countries.  There was also little demand for negotiations to open rail transport because in many instances it was provided by public entities or monopolies.


Because of the plethora of bilateral agreements which exist in air transport services, it was agreed during the Uruguay Round that it was unrealistic to attempt to subject so-called “hard rights” (eg traffic rights) to multilateral disciplines.  The GATS, therefore, includes an annex excluding such services from coverage under the Agreement.  The Annex, however, lists three auxiliary services (aircraft repair and maintenance, selling and marketing of air transport services and computer reservation system services) which are covered by the GATS and on which some countries have chosen to make liberalisation commitments. The Annex provides that the coverage of air transport services under the GATS will be reviewed at least every five years.  The possibility of more aspects of air transport services being covered by GATS disciplines will need to be considered in the context of trends towards privatisation, deregulation and globalisation in the aviation sector.
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�
Other issues


Temporary entry of personnel


4.46  As noted at section 1.7 above, this was identified as one of the four “modes” by which a service can be delivered.  In terms of the inscription of liberalisation commitments, however, it proved difficult during Uruguay Round, and in extended negotiations which concluded in 1995, to strike a balance between the desires of services suppliers, who would like personnel regarded as essential to have the freedom to move, and the need to respect immigration requirements.  These issues will re-emerge during the new round of negotiations.  Developing countries in particular will be keen to press for improved commitments from other WTO Members making it easier for their semi-skilled and non-skilled personnel to provide services overseas.


Electronic commerce


4.47  The GATS general principles and obligations apply to services provided either by traditional means or electronically.  The provision of services via electronic form, therefore, does not alter the legal treatment of those services under the GATS.  That said, however, it is acknowledged that some aspects of electronic commerce raise issues which merit discussion within the WTO.  In the autumn, Members will produce a work programme to be taken forward by the various WTO bodies, including the Council for Trade in Services.





�
�
Chapter 5


issues for discussion


�
Introduction


In this final Chapter, we focus on a number of issues already discussed elsewhere in this document on which we would particularly like to concentrate your attention and invite your comments.


Market opportunities


The key focus in these negotiations will be on removing barriers and opening markets to business.  Consider your international business strategies.  Which markets offer the most business potential for your sector?  In which ways are your goals inhibited by measures which are either so prohibitive as to prevent you from doing business there or which force you to find a long way round them?  How would their removal make your business easier?


Market access and national treatment


Most restrictions discussed in this document relate to restrictions on foreign ownership (eg legal form and maximum foreign equity participation), quotas on licences for new market entrants, restrictions on services which may be provided on a cross-border basis, etc.  Other restrictions can be in the form of discrimination against foreign services suppliers in favour of domestic companies.


Do you experience any of these restrictions?  If so, let us know?  There may be a need for us to set priorities, so it would be helpful if you could indicate your priorities in the comments you send us.


There have been suggestions that liberalisation of market access and national treatment restrictions could be furthered by developing a “negative listing” of national restrictions, ie that all sectors are liberalised except where indicated in the schedules of specific commitments.  As well as being more liberal, a further possible advantage of such an approach might be an easier schedule to read and a more transparent explanation of remaining restrictions.  The current system of “positive listing” was developed in the Uruguay Round because some countries wanted to take deliberate and conscious decisions to liberalise sector by sector;  and they may still want to. 


If you are familiar with the way GATS schedules are drafted, in what ways do you think they could be made more easily understandable? What views if any do you have about the value of and negotiability of a “negative listing” approach?


Regulatory reform and consumer protection


The purpose of domestic regulation is often to protect consumers.  There is no automatic incompatibility between trade liberalisation and genuine consumer protection.  But some regulation is more onerous than it needs to be.  Business has already begun to indicate a need to re-examine national regulation to ensure that the regulatory environment is the minimum necessary to meet particular objectives.


What are the more important examples of over-regulation that you experience in the services field in particular markets? What are the regulatory safeguards that you feel are justified?   What scope do you see for reducing regulation of the services sector?  For example, some regulation is maintained for prudential reasons, but other markets may be more tightly regulated than necessary such that prudential regulation acts as a disguised restriction on trade.


Mutual recognition


Mutual recognition offers a method of liberalisation in regulated sectors where market access offered on an MFN basis would not be appropriate, eg because minimum standards were necessary.  An obvious example are the qualifications required by national institutions for permitting professionals to practise in the national market.  Other examples could be prudential supervision of financial services providers.


How important are the restrictions you face in other markets against qualifications obtained in the UK?  What scope is there for mutual recognition of foreign qualifications and supervisory practices?  


Regulatory convergence


A further development of pure mutual recognition would be some form �of regulatory convergence (ie movement towards each other’s regulatory requirements without full-scale harmonisation.  The EC has already developed minimum levels of supervisory regulation between Member States in sectors such as financial services and telecommunications.  


Is more internationally-based regulatory convergence feasible in your sector?  Could you give details?


Competitive safeguards


As mentioned above, liberalisation of the basic telecommunications sector was accompanied by a set of pro-competitive regulatory principles covering such issues as interconnection and universal service obligations.  These were important as the sector was traditionally supplied by state monopolies, and negotiators wanted to ensure that foreign companies would not be frustrated by anti-competitive control of market entry points by existing dominant operators.  Other sectors where state monopolies have traditionally featured, and where similar issues may arise, include postal, energy and other utilities sectors.


How important would pro-competitive safeguards be for your sector?  What safeguards would you be looking for?


Other issues


If you have comments on any other issues which you think should be relevant to the negotiations, and on which we have not specifically invited your views, please feel free to include any such comments in your responses.
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Annex 1:  


the prime minister’s statement at the 50th anniversary OF THE MULTILATERAL TRADING SYSTEM


	Britain has been a whole-hearted supporter of free trade since the GATT's establishment.  We remain an unashamed champion of free trade today.  The GATT's system of trade rules and agreements has contributed massively to global prosperity.  It is not something we should take for granted.  It has helped to increase world trade 16 times in half a century.





	It is hard to over-estimate the effect increasing trade and investment can have.  In three days the people of Northern Ireland, and the Republic of Ireland, will vote in referendums on an agreement that I hope will bring political stability and peace.  I believe there will be a "yes" vote;  that this will lead to an end to violence for good, and that this in turn can provide a surge in investment and trade.  This prospect may not in itself be a reason for voting yes.  The issues at stake are different.  But it is a simple fact that more investment is likely to follow a yes vote.





	So I hope that, when you return home, you will all encourage your companies to look at the new opportunities for trade and investment in Northern Ireland the agreement will bring.  That you will help us bring the economic prosperity needed to underpin peace.  We must not let pass by the best chance for many years for real peace in Northern Ireland.  





	Let that then be a signal for peace throughout the troubled parts of the world.





	The world is opening up with freer travel, common mass media, open communication systems.  Free trade is a vital part of this movement.  The emergence of Mercosur, NAFTA, ASEAN and of course the EC shows how strongly the tide is turning in favour of free trade.  It may be regional for now, but it all strengthens the move to wider free trade - as long as we keep these trading areas open to the rest of the world, as the EU is and must remain.





	So the question now is not so much whether there should be free trade, but how best to manage what I believe is an irreversible and irresistible trend so that all countries and all peoples can benefit.  That is the millennium challenge - for us and for the WTO.





	Everywhere, on all fronts of human existence, all people face the challenge of change.  Technology transforms their workplaces.  Globalisation alters the structures in which they work.  Financial markets that with the push of a button move sums of money beyond contemplation across international frontiers with stunning rapidity, can move whole economies.  These are powerful impulses of economic change that leave people feeling powerless and insecure about their future.  And in the wake of economic change, social change.  Communities disintegrating, families destabilized, crime and drugs and social exclusion.  The possibilities of our new world may be infinite but for many millions of our citizens, it is the dangers that are more real.





	Our choice is clear.  To resist change, let it happen or act together to manage its consequences so that our people are equipped for change and given the chances and security they need.  Resistance is easy to demand, but won't work and will spoil the good that globalisation can bring.  Laissez-faire will leave us divided and bitter.  Working together to maximize the good and minimize the bad is the only realistic option.  Nowhere is that clearer than in the way we trade with each other.





	I believe that there are five key tasks:





	First we must spread the benefits of globalisation.  The global economy is a fact.  The expansion of world trade - with exports up over 50 per cent since 1990 - has created millions of new jobs and offered many the chance to move from poverty towards prosperity.  Foreign direct investment has grown by 14 per cent a year.  Ten developing countries, comprising a third of the world's population, have more than doubled their income per head since 1980.  But its benefits have not been felt evenly.  In some developing countries trade and investment are lagging.  The G8 Summit this weekend underlined the need to help developing countries integrate into the global economy and thereby benefit from the opportunities of globalisation.  I am pleased to announce that the UK is setting aside $10 million for technical assistance for these countries to help prepare for liberalisation over this year and next.  The Least-Developed Countries in particular need special attention.  We must all commit to zero tariffs for their exports.  At the same time, individual governments must also play their part by:  maintaining stable macro economic policies, adopting transparent financial systems, encouraging savings and investment in economic infrastructure, promoting competition and investing in education.





	Second, we must keep markets open and fair.  It is hard to conceive of a return to the full-blown protectionism and strangulation of trade which disfigured the 1930s.  That lesson has surely been learned.  But subtle forms of protectionism remain and pressures rise in a crisis.  We must ensure that the current financial difficulties in Asia do not lead to a retreat into protectionism.  I was therefore delighted that at the Asia Europe Meeting in London, leaders of 25 countries, representing half the world's GDP, pledged themselves to resist protectionism, keep markets open, and press ahead with multilateral liberalisation.  In Birmingham last weekend, the G8 resolved to keep its markets open in response to the Asian crisis and called on others to do likewise.  And at the EU/US Summit in London yesterday we moved to reduce further obstacles to trade between the US and Europe and found an effective way to deal with US sanctions on our trade with Cuba, Libya and Iran.





	Third, we need to extend trade liberalisation.  I know that implementing the Uruguay Round has not been easy, particularly for developing countries.  But it is vital for us all to live up to our commitments.  We must also press onwards.  The negotiations on agriculture and services, starting in the year 2000, will require great efforts.  But the potential gains are huge.  Existing levels of agricultural support are expensive and inefficient.  I do not believe they serve the needs of the environment or wider rural community.  We need to prepare for these negotiations now, by taking a comprehensive approach and injecting a sense of urgency, if we are to bring them to a successful and early conclusion.





	But fourth, as we look to expand world trade, we must also ensure that this is not done at any cost.  I believe protecting the world's environment is perhaps the major challenge we face as we head towards the next century.  Governments need to consider the environmental impact of everything they do, including in the trade sphere.  Trade rules should not be used to impose unfair standards on developing countries, nor to discriminate against their exports.  I believe that by building new partnerships increased economic prosperity and trade can go hand-in-hand with environmental protection.  At the same time, we must work, in the ILO and elsewhere, for the world-wide observance of core-labour standards for all workers.  Again, not as a barrier to trade, or a block on exports from developing countries.  But because all workers deserve decent conditions in their workplace, wherever they live.  We must also avoid the exploitation of children.





	Finally, we must maximize the benefits of the electronic age and the borderless economy.  The electronic revolution challenges each one of us.  The G8 has just put forward a set of principles for a coherent international environment in which electronic commerce can flourish under private sector leadership, while respecting consumer and public interests.  Through its Telecomms and IT Agreements, the WTO has already made a contribution.  But regulating and developing electronic commerce will require much more attention in the future.





�
	Mr. President, the GATT, and now the WTO have a proud record of achievement.  I have set out the tasks ahead.  But to carry them through, we need popular, public support for the work of the WTO.  We must send this clear message:





that protectionism does not bring prosperity;





that 50 years of trade liberalisation have generated unprecedented growth;  the global economy and electronic revolution can help to spread prosperity more widely;





that we, the Members of the WTO, will settle our differences on the basis of rules, not of power;  oppose damaging discrimination;  and respect agreements reached freely by consensus;





that we will work for the further expansion of world trade in a responsible way, sensitive to the needs of all, so as to raise living standards, combat poverty, promote sustainable development and protection of the environment and contribute to international security;





and, above all that more open markets and more trade mean growth and new jobs for the benefit of all our people.





	That is the message we at this meeting should be sending to all our peoples as we celebrate the 50th Anniversary of the GATT and look forward to the next 50 years of the multilateral trading system.


�
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wto ministerial declaration, geneva 1998


1.	This Second Session of the Ministerial Conference of the WTO is taking place at a particularly significant time for the multilateral trading system, when the fiftieth anniversary of its establishment is being commemorated. On this occasion we pay tribute to the system's important contribution over the past half-century to growth, employment and stability by promoting the liberalisation and expansion of trade and providing a framework for the conduct of international trade relations, in accordance with the objectives embodied in the Preambles to the General Agreement on Tariffs and Trade and the World Trade Organisation Agreement. We agree, however, that more remains to be done to enable all the world's peoples to share fully and equitably in these achievements. 





2.	We underline the crucial importance of the multilateral rule-based trading system. We reaffirm the commitments and assessments we made at Singapore, and we note that the work under existing agreements and decisions has resulted in significant new steps forward since we last met. In particular, we welcome the successful conclusion of the negotiations on basic telecommunications and financial services and we take note of the implementation of the Information Technology Agreement. We renew our commitment to achieve progressive liberalisation of trade in goods and services. 





3.	The fiftieth anniversary comes at a time when the economies of a number of WTO Members are experiencing difficulties as a result of disturbances in financial markets. We take this opportunity to underline that keeping all markets open must be a key element in a durable solution to these difficulties. With this in mind, we reject the use of any protectionist measures and agree to work together in the WTO as in the IMF and the World Bank to improve the coherence of international economic policy-making with a view to maximizing the contribution that an open, rule-based trading system can make to fostering stable growth for economies at all levels of development. 





4.	We recognize the importance of enhancing public understanding of the benefits of the multilateral trading system in order to build support for it and agree to work towards this end. In this context we will consider how to improve the transparency of WTO operations. We shall also continue to improve our efforts towards the objectives of sustained economic growth and sustainable development. 





5.	We renew our commitment to ensuring that the benefits of the multilateral trading system are extended as widely as possible. We recognize the need for the system to make its own contribution in response to the particular trade interests and development needs of developing-country Members. We welcome the work already underway in the Committee on Trade and Development for reviewing the application of special provisions in the Multilateral Trade Agreements and related Ministerial Decisions in favour of developing country Members, and in particular the least-developed among them. We agree on the need for effective implementation of these special provisions. 





6.	We remain deeply concerned over the marginalisation of least-developed countries and certain small economies, and recognize the urgent need to address this issue which has been compounded by the chronic foreign debt problem facing many of them. In this context we welcome the initiatives taken by the WTO in cooperation with other agencies to implement in an integrated manner the Plan of Action for the least-developed countries which we agreed at Singapore, especially through the High-Level Meeting on Least-Developed Countries held in Geneva in October 1997. We also welcome the report of the Director-General on the follow-up of this initiative, to which we attach great importance. We commit ourselves to continue to improve market access conditions for products exported by the leastdeveloped countries on as broad and liberal a basis as possible. We urge Members to implement the market-access commitments that they have undertaken at the High-Level Meeting. 





7.	We welcome the WTO Members who have joined since we met in Singapore: Congo, Democratic Republic of Congo, Mongolia, Niger and Panama. We welcome the progress made with 31 applicants currently negotiating their accession and renew our resolution to ensure that the accession processes proceed as rapidly as possible. We recall that accession to the WTO requires full respect of WTO rules and disciplines as well as meaningful market access commitments on the part of acceding candidates. 





8.	Full and faithful implementation of the WTO Agreement and Ministerial Decisions is imperative for the credibility of the multilateral trading system and indispensable for maintaining the momentum for expanding global trade, fostering job creation and raising standards of living in all parts of the world. When we meet at the Third Session we shall further pursue our evaluation of the implementation of individual agreements and the realisation of their objectives. Such evaluation would cover, inter alia, the problems encountered in implementation and the consequent impact on the trade and development prospects of Members. We reaffirm our commitment to respect the existing schedules for reviews, negotiations and other work to which we have already agreed. 





9.	We recall that the Marrakesh Agreement Establishing the World Trade Organisation states that the WTO shall provide the forum for negotiations among its Members concerning their multilateral trade relations in matters dealt with under the agreements in the Annexes to the Agreement, and that it may also provide a forum for further negotiations among its Members concerning their multilateral trade relations, and a framework for the implementation of the results of such negotiations, as may be decided by the Ministerial Conference. In the light of paragraphs 1-8 above, we decide that a process will be established under the direction of the General Council to ensure full and faithful implementation of existing agreements, and to prepare for the Third Session of the Ministerial Conference. This process shall enable the General Council to submit recommendations regarding the WTO's work programme, including further liberalisation sufficiently broad-based to respond to the range of interests and concerns of all Members, within the WTO framework, that will enable us to take decisions at the Third Session of the Ministerial Conference. In this regard, the General Council will meet in special session in September 1998 and periodically thereafter to ensure full and timely completion of its work, fully respecting the principle of decision-making by consensus. The General Council's work programme shall encompass the following: 





(a) recommendations concerning: 





(i) the issues, including those brought forward by Members, relating to implementation of existing agreements and decisions; 





(ii) the negotiations already mandated at Marrakesh, to ensure that such negotiations begin on schedule; 





(iii) future work already provided for under other existing agreements and decisions taken at Marrakesh; 





(b) recommendations concerning other possible future work on the basis of the work programme initiated at Singapore; 





(c) recommendations on the follow-up to the High-Level Meeting on Least-Developed Countries; 





(d) recommendations arising from consideration of other matters proposed and agreed to by Members concerning their multilateral trade relations. 





10.	The General Council will also submit to the Third Session of the Ministerial Conference, on the basis of consensus, recommendations for decision concerning the further organisation and management of the work programme arising from the above, including the scope, structure and time-frames, that will ensure that the work programme is begun and concluded expeditiously. 





11.	The above work programme shall be aimed at achieving overall balance of interests of all Members. 





__________








DECLARATION ON GLOBAL ELECTRONIC COMMERCE 








Ministers, 





Recognizing that global electronic commerce is growing and creating new opportunities for trade, 





Declare that: 





The General Council shall, by its next meeting in special session, establish a comprehensive work programme to examine all trade-related issues relating to global electronic commerce, including those issues identified by Members. The work programme will involve the relevant World Trade Organisation ("WTO") bodies, take into account the economic, financial, and development needs of developing countries, and recognize that work is also being undertaken in other international fora. The General Council should produce a report on the progress of the work programme and any recommendations for action to be submitted at our third session. Without prejudice to the outcome of the work programme or the rights and obligations of Members under the WTO Agreements, we also declare that Members will continue their current practice of not imposing customs duties on electronic transmissions. When reporting to our third session, the General Council will review this declaration, the extension of which will be decided by consensus, taking into account the progress of the work programme. 


�
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CURRENT WTO MEMBERS





�
Angola


Antigua and Barbuda


Argentina


Australia


Austria


Bahrain


Bangladesh


Barbados


Belgium


Belize


Benin


Bolivia


Botswana


Brazil


Brunei Darussalam


Bulgaria


Burkina Faso


Burundi


Cameroon


Canada


Central African Republic


Chad


Chile


Colombia


Congo


Costa Rica


Côte d’Ivoire


Cuba


Cyprus


Czech Republic


Dem. Rep. of the Congo


Denmark


Djibouti


�Dominica


Dominican Republic


Ecuador


Egypt


El Salvador


European Community


Fiji


Finland


France


Gabon


Gambia


Germany


Ghana


Greece


Grenada


Guatemala


Guinea


Guinea Bissau


Guyana


Haiti


Honduras


Hong Kong, China


Hungary


Iceland


India


Indonesia


Ireland


Israel


Italy


Jamaica


Japan


Kenya


Korea


Kuwait


�Lesotho


Liechtenstein


Luxembourg


Macau


Madagascar


Malawi


Malaysia


Maldives


Mali


Malta


Mauritania


Mauritius


Mexico


Mongolia


Morocco


Mozambique


Myanmar


Namibia


Netherlands (Kingdom in Europe and Netherlands Antilles)


New Zealand


Nicaragua


Niger


Nigeria


Norway


Pakistan


Panama


Papua New Guinea


Paraguay


Peru


Philippines


Poland


Portugal


Qatar


�Romania


Rwanda


Saint Kitts and Nevis


Saint Lucia


Saint Vincent and the Grenadines


Senegal


Sierra Leone


Singapore


Slovak Republic


Slovenia


Solomon Islands


South Africa


Spain


Sri Lanka


Suriname


Swaziland


Sweden


Switzerland


Tanzania


Thailand


Togo


Trinidad and Tobago


Tunisia


Turkey


Uganda


United Arab Emirates


United Kingdom


United States


Uruguay


Venezuela


Zambia


Zimbabwe�
�
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APPLICANTS FOR WTO MEMBERSHIP�
�
Albania


Algeria


Andorra


Armenia


Azerbaijan


Belarus


Cambodia


China


Chinese Taipei


Croatia


Estonia


Former Yugoslav Republic of Macedonia


Georgia


Jordan


Iran (*)


Kazakhstan


Kyrgyz Republic


Lao People’s Democratic Republic 


Latvia


Lithuania


Moldova


Nepal


Oman


Russian Federation


Samoa


Saudi Arabia


Seychelles


Sudan


Tonga


Ukraine


Uzbekistan


Vanuatu


Vietnam


Federal Republic of Yugoslavia (*)�


















�






























_____________


(*)  Note:  Requests for membership not yet accepted by the WTO General Council �
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WTO STRUCTURE


SHOWING COMMITTEES COVERING TRADE IN SERVICES
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� Note:


(i) Countries which engage in a more ambitious liberalisation programme in the context of an economic integration agreement among a limited number of parties do not have to extend the benefits resulting from such negotiations to other WTO Members, provided certain criteria are satisfied (see paragraph 2.23 below).  


(ii) Countries negotiating their accession to the WTO are entitled to lodge MFN exemption lists, provided these prove to be acceptable to their negotiating partners.
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