
m w 

GATT 
Newsletter 

71 — May-June 1990 

May Council 

GATT grants observer status 
to the Soviet Union 

The Council approved, on 16 May, a 
request by the Soviet Union for 

observer status in the GATT. The Soviet 
Union indicated that it saw its request as 
a first step towards a future application 
for GATT membership. Many deleg
ations welcomed the decision as historic 
and underlined its significance not only 
for trade, and more generally, on foster
ing global peace and economic progress. 

The Council Chairman, Ambassador 
Rubens Ricupero (Brazil), said the 
Soviet observer status in the GATT, 
could presage a "truly unified economy 
on a planetary scale". He added that 
this was another sign that walls between 
two economic systems which emerged 
from World War II "have started to 
crumble". 

The European Community said the 
move further supported the potential 
universality of the GATT trading sys
tem. For the next century, the EC envi

sioned a strengthened multilateral trad
ing system based on economic democ
racy, in which the Soviet Union could 
take its place. 

The United States hailed the "coura
geous steps" by the Soviet Union tow
ards economic reforms. However, it 
noted that the Soviet economic system 
was not yet compatible with the struc
ture, provisions and principles of the 
GATT although important changes 
appeared to be forthcoming. It hoped 
for the integration of the Soviet econ
omy into the international trading sys
tem and the adoption by the Soviet 
Union of a market system compatible 
with the GATT. It said the granting of 
observer status to the Soviet Union "in 
no way prejudge any action on a possi
ble future request for accession". 

The Soviet Union's observership was 
also warmly greeted by Egypt, Argen
tina, Brazil, Bangladesh, India, Japan, 
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Colombia, Morocco, Korea, Chile, 
Pakistan, Finland on behalf of the Nor
dic countries, Austria, Poland, Roma
nia, Switzerland, Tanzania, Czech and 
Slovak Federal Republic, Peru, Turkey, 
Nigeria, Yugoslavia, Uruguay, Malaysia, * 
Senegal, Israel, Australia, Hong Kong, 
New Zealand, Mexico, Cuba, Ghana, 
Indonesia, Madagascar, Côte d'Ivoire, 
Myanmar, Philippines, Singapore and 
Hungary. 

Soviet Ambassador Evgeny Makeyev 
welcomed the opportunity to learn how 
GATT works. He said this would help 
in studying the conditions of a future 
accession to the GATT. He promised to 
keep the Council informed of the pro
cess of restructuring the economy of the 
Soviet Union. Soviet President Mikhail 
Gorbachev, he said, had spoken 
recently in favour of accelerating the 
process of economic reform in the 
Soviet Union. In this regard, the 
Ambassador reported several draft 
legislative acts were being worked out in 
Moscow. 

Countries with observer status may 
attend Council meetings, receive GATT 
documents and, upon invitation, parti
cipate in the discussions. Under a long
standing practice, observers are invited 
to attend subsidiary bodies of the Coun
cil except for the Budget Committee. 

(Continued on page 2) 
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Such invitations have also been 
extended to the annual Sessions of the 
Contracting Parties and the Committee 
on Trade and Development. 

The Soviet Union was originally a 
member of a preparatory committee 
appointed in February 1946 by the 
United Nations Economic and Social 
Council to draft the charter of a world 
trade organization. However, it chose 
not to attend the meetings of this com
mittee. Although the Charter of the 
International Trade Organization was 
never implemented, these meetings led 
to the establishment of the GATT in 
October 1947. 

The Soviet Union is the leading mem
ber of the Council of Mutual Economic 
Assistance (Comecon or CMEA), an 
economic and trading arrangement of 
centrally-planned economies. Five 
CMEA members - Cuba, the Czech and 
Slovak Republic, Hungary, Poland and 
Romania - are GATT members while 
work on Bulgaria's request for accession 
is underway. The Soviet Union is the 
world's largest country in terms of land 
area. In 1989, it was the eighth leading 
merchandise trader with total exports 
and imports of US$200 billion (3.5 % 
of world merchandise trade). 

"Screwdriver" panel 
report adopted 

The Council adopted a panel report 
which ruled that the European 

Community's "anti-dumping duties" on 
so-called "screwdriver assembly" pro
ducts were not consistent with GATT 
provisions (see Focus No. 70). This dis
pute was the first case lodged by Japan 
m the GATT since becoming a contract
ing party in 1955. 

Stressing that the problem of circum
vention of anti-dumping duties must be 
resolved in the Uruguay Round, the EC 
said it would not oppose the adoption of 
the report. However, it signalled that 
implementation of the panel's recom
mendations would have to wait until the 
results of the Round were clear. 

The European Community had 
described the panel report as fundamen
tally flawed. It presented a paper critical 
of the panel's findings and interpretation 
of GATT provisions and charged that 
the panel had failed to give any indica
tion of how one should cope with the 
problem of circumvention of anti-dump
ing duties. 

Canada, Hong Kong, Korea, Mexico, 
United States, the Nordic countries, 
India, the ASEAN countries and Swit
zerland rejected the Community's criti
cisms and supported the adoption of the 
panel report. Nevertheless, some of 

A Soviet apprentice : the USSR is the world's eighth leading trader. 

them recognized that the issue of cir
cumvention of anti-dumping duties was 
a real problem that had to be dealt with 
in the Uruguay Round. 

The Council adopted the panel 
report. 

EC reiterates 
objections to report 

The Council considered one other 
panel report - that concerning a 

complaint by the European Community 
with respect to the United States' 1955 
agricultural waiver and its operation in 
the sugar sector (see Focus No.69). The 
panel had concluded that the measures 
in -question conformed with the oblig
ations in the waiver. 

The Community remained opposed to 
the report's adoption, warning of its 
impact on the Uruguay Round negoti
ations. It called for a decision to take 

note of the report, rather than to adopt 
it. In the discussion, it became apparent 
that there was only one precedent for 
such a case. This had been in respect of 
a panel report on a complaint by the 
United States over Spanish measures on 
domestic sale of soyabean oil. In 
November 1981, the Council took note 
of this panel report after many Council 
members had voiced strong reservations 
about some of the findings made. 

The EC urged the Council to follow 
this course. The United States objected. 
It said this action would be a disservice 
to the GATT dispute-settlement process 
and that the Community was on its own 
in faulting the panel's argumentation. 
Noting the report was on the Council's 
table for the third time, the United 
States urged its adoption. 

Canada said that while it made a sub
mission to the panel in favour of the EC 
position, it now supported the adoption 
of the report. It expected that one of the 
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results coming out of the Uruguay 
Round would be the ending of US reli
ance on the waiver. 

The Council agreed to take up this 
matter again at the next meeting. 

Australia-Korean beef 
dispute settled 

Australia announced a recent bila
teral understanding which effect

ively resolved a trade dispute with 
Korea on beef. Thus, Korea had suc
cessfully dealt with two of the three 
complainants - the United States and 
Australia - involved in the panel reports 
adopted by the Council in November 
1989. (see Focus No. 66). The third 
complainant, New Zealand, said it 
would be holding consultations soon 
with Korea. 

The panel reports concluded that 
Korean restrictions on beef imports 
were inconsistent with GATT provi
sions. They recommended that the 
country eliminate or bring into confor
mity with the GATT its restrictions on 
imports of beef. Korea was also asked to 
work out with the countries concerned a 
timetable for phasing out the restrictions 
justified since 1967 for balance-of-
payments reasons. 

Australia reported that Korea had set 
minimum import levels of beef for 1990, 
1991 and 1992, and that the import tar
get for this year was 68,000 tons. It 
added that the two countries, together 
with others, would be conducting stud
ies aimed at removing impediments and 
improving the commercial distribution 
of beef in Korea. 

Korea confirmed what Australia had 
said. It assured GATT members that the 
bilateral agreements with Australia and 
the United States were non-discrimina
tory. After consultations with New Zea
land, Korea promised to give a full 
report to the Council. It noted that 
Canada was also interested in holding 
consultations on beef. 

US to implement sugar 
report before UR ends 

Australia asked the United States for 
an update on the implementation 

of a panel report adopted by the Coun
cil in June 1989. The report concluded 
that the US sugar quota system was 
inconsistent with the GATT (see Focus 
No. 63). Australia expressed concern 
that a tariff quota regime on sugar, 
reported to be under consideration in 
the United States, might even be more 
restrictive that the current system. It 
hoped that any forthcoming measure to 
implement the panel report would make 
the US sugar industry more responsive 
to world market conditions. 

The United States assured the Council 
that it had no intention of delaying 
implementation until the end of the 
Uruguay Round and promised to com

ply with the panel report as soon as pos
sible. In recent weeks, the US Adminis
tration had been consulting with the US 
Congress, private industry and Australia 
on this matter. It added that many other 
countries also restricted importation of 
sugar and expressed the hope that these 
restrictions could be dealt with in the 
Uruguay Round. 

Panel to start work 

Adispute-settlement panel is now set 
to start examining a US complaint 

against Thailand's restrictions on 
imported cigarettes. At the Council 
meeting, the Chairman announced this 
panel's composition and terms of refer
ence. Thailand said it had reached an 
understanding with United States on a 
number of points relating to the panel 
proceedings, including the possibility of 
the panel consulting with competent 
international organizations on questions 
such as the health effects of smoking. 

After the completion of the regular 
Council agenda, Austria reported on 
consultations over a measure preventing 
the use of German roads by Austrian 
lorries at night. (Note: At the Forty-
Fifth Session of the Contracting Parties, 
Austria said the German measure was in 
retaliation to Austria's ban on traffic of 
certain heavy trucks during night-time 
hours. Austria said its measure was 
aimed at protecting human health and 
was therefore consistent with GATT 
Article XX :b while the German mea
sure was discriminatory as it applied 
only against Austria.) Austria reserved 
the right to request a panel on this case 
at the next Council meeting if consult
ations did not produce results. • 

Director-General 
accepts trade award 

M r. Arthur Dunkel, Director-Gen
eral of the GATT, accepted on 

23 May, the Consumers for World 
Trade (CWT) award for distinguished 
service in the cause of open and com
petitive trade. The award was presented 
by Ambassador Carla Hills, United 
States Trade Representative, at the 
CWT annual awards dinner in Washing
ton. 

Accepting the award, Mr. Dunkel 
emphasized the importance of the con
sumer's role in multilateral trade negoti
ations. "Every participant in the pro
duction of goods, services and ideas -
enterprises and individuals - is also a 
consumer," he said. "A properly func
tioning multilateral trading system 
means more innovation, better quality 
and more competitively-priced goods 
for all consumers. This is a major objec
tive of the GATT." 

"The Uruguay Round is about funda
mental reform and expansion of the 

GATT 

CALENDAR 
The following is a tentative schedule of meet
ings for June and July : 

JUNE 
1 

5-7 
5 
6-7 
7-8 
8 

11 
11-12 

Working Party on Accession of 
Guatemala 
NG on MTN Agreements and 
Arrangements 
NG on Subsidies 
COUNCIL - Trade Policy Review 
NG on Tarife 
NG on Non-Tariff Measures 
NG on Dispute Settlement 
NG on Natural Resource-Based 
Products 
NG on Agriculture 
NG on Tropical Products 

12-13,15 NG on Textiles and Clothing 
13, 15 

14 
15 

18-22 
18-19 
19-21 

22 
25-26 

25-29 

27 

27-29 
29 

JULY 

2-3,5 
5 
5-6 
6 

9 
9 ,11 

10,12 
11 
12-13 

12-13 

16-20 

17-18 
23-25, 
30-31 
23 

30 
31 

NG on Trade-Related Investment 
Measures 
COUNCIL 
Committee on Balance-of-
Payments Restrictions 
Group of Negotiations on Services 
NG on GATT Articles 
NG on Subsidies and Countervail
ing Measures 
International Meat Council 
NG on the Functioning of the 
GATT System 
NG on Trade-Related Aspects of 
Intellectual Property Rights 
Committee on Trade and Develop
ment 
Textiles Surveillance Body 
Committee on Government Pro
curement 

NG on Safeguards 
Surveillance Body 
NG on Dispute Settlement 
Working Group on Export of 
Domestically-Prohibited Goods 
NG on Agriculture 
NG on Trade-Related Aspects of 
Intellectual Property Rights 
NG on Textiles and Clothing 
COUNCIL 
NG on Trade-Related Investment 
Measures 
NG on Subsidies and Countervail
ing Measures 
Group of Negotiations on Services 
NG on MTN Agreements and 
Arrangements 
NG on Non-Tariff Measures 
COUNCIL - Trade Policy Review 
Mechanism 
Group of Negotiations on Goods 
Trade Negotiations Committee 
Committee on Textiles 
Textiles Surveillance Body 

multilateral trading system. Producers, 
investors, exporters and importers have 
a large stake in the competitive environ
ment these negotiations aim to create; 
but the consumer's voice needs to be 
heard and heeded," Mr. Dunkel con
cluded. 

Consumers for World Trade is a non
profit organization in the United States, 
established in 1978, which concerns 
itself with the interests of consumers in 
international trade policy. • 



In the 1980s, exports of commercial 
services have expanded twice as fast 

as exports of goods. Services exports 
now roughly equal exports of food and 
fuels combined, or the total export value 
of cars and electronic products. GATT 
economists estimate that in 1988, trade 
in services amounted to some US$600 
billion. 

The potential for a larger role for ser
vices in world commerce is hampered by 
the virtual absence of an internationally-
agreed trade rules. Drawing up a frame
work of principles and rules has been 
the mandate of the Group of Negoti
ations on Services (GNS). 

Under this mandate, the GNS mem
bers have been pursuing three basic 
goals: 
• The creation of a multilateral frame

work for trade in services including 
the elaboration of possible disciplines 
in individual sectors ; 

• The expansion of trade in services 
under conditions of transparency and 
progressive liberalization ; and 

• The promotion, through such trade 
expansion, of the economic growth 
of all trading partners and the deve
lopment of developing countries. 

Breakthrough in 
Montreal 

The first breakthrough in the negoti
ations came at the Mid-Term 

Review of the Uruguay Round in Mon
treal in December 1988. The Ministers 
cut through a voluminous report on the 
first two years of negotiations and pro
duced detailed guidelines for the Group, 
including clear sign posts for its future 
work. 

The Montreal decision, in effect, 
defined the backbone of a future ser
vices agreement by identifying concepts 
and principles relevant to the negoti
ations. Many of these elements (see 
Sidebar) were inevitably drawn from the 
GATT. They include : 
• The need for transparency in services 

laws and regulations ; 
• The achievement of progressive lib

eralization of trade in services ; 
• The application of "national treat

ment" requirements : 
• The application of a "most-favoured-

nationVnon-
discrimination provision ; 

• Expectation of market access for ser
vice suppliers ; 

• Facilitation of the expansion of the 
services sectors of developing coun
tries and their increased participation 
in world trade ; 

• Safeguards and exceptions ; and 
• Recognition of the right of govern

ments to regulate the services sector, 
consistent with commitments made 
under the multilateral framework. 

a Testing 
sectors 

?» the 

The GNS was asked by the Ministers 
to "test", or assess the applicability, 

of these principles and concepts to spe
cific services sectors. Six services sectors 
were used for this "testing" procedure 
last year: telecommunications and con
struction sectors in June ; transportation 
and tourism in July; and professional 
services and financial services in Sep
tember (see Sidebar). 

In December 1989, the Group 
adopted a draft document aimed at ful
filling the Mid-Term Review mandate to 
"assemble the necessary elements for a 
draft which would permit negotiations 
to take place for the completion of all 
parts of the multilateral framework and 
its entry into force by the end of the 
Uruguay Round". 

The draft was divided into three sec
tions with a fourth section envisaged on 
institutional aspects of the future frame
work. The first covered the scope of the 
agreement and involved the definition 
of trade in services. The second laid out 
the concepts, principles and rules to be 
embodied in it, namely: m.f.n/non
discrimination, increasing participation 
of developing countries, safeguards, 
exceptions, regulatory situation and 
other provisions. The third section con
sidered approaches to the coverage of 
the agreement, the modalities of pro
gressive liberalization (initial commit
ments and the mechanics of liberaliza
tion) and sectoral annotations for inter
preting or clarifying the framework. 

An ambitious agenda 

Work in 1990 is taking place against 
the backdrop of the elements 

assembled in this draft document which 
provides a full inventory of issues to be 
negotiated and an agreed timetable. The 
deadline is for the Group to complete 
the draft multilateral framework in July. 
This would leave sufficient time both for 
the framework to be translated into legal 
language by the end of the Round and 
for more detailed work on the first set 
of sectoral annotations to be completed. 

The GNS work agenda for 1990 is 
ambitious, particularly when one con
siders the heterogeneity and inherent 
complexity of a subject matter appear
ing on the multilateral negotiating 
agenda for the very first time. Of all 
outstanding issues before the Group, 
four stand out as particularly important. 
These relate to : the "mechanics" of pro
gressive liberalization; the drafting of 
concepts, principles and rules into legal 
language; the treatment of developing 
country concerns; and the framework's 
scope of coverage. 

/fpiil 
FILE : TRADE 

Negotiati 
a decish 

The first part of this File, which appeared in Fociu 
and statistics. The second part (Focus No. 60) dis 
final instalment tries to assess the state of play sew 
Uruguay Round. 

The many faces of services. 
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tions enter 
ive phase 
7ocus No. 57, dealt with definition of trade in services 
) discussed the issues for negotiations. This third and 
' seven months before the scheduled completion of the 

Mechanics of 
liberalization 

Basically, the issue of "mechanics" of 
progressive liberalization refers to 

finding an agreed formula for 
progressively opening the international 
services market to the forces of 
competition. 

In GATT parlance, this issue can be 
seen as relating to the means through 
which "concessions" could be 
exchanged between those countries 
prepared to reduce their barriers to 
services trade while requesting others to 
reduce barriers elsewhere. 

The negotiators are now grappling 
with these key questions : 
• How the framework would apply to 

existing regulations, given the role of 
national regulations in both 
developed and developing countries 
in promoting domestic policy 
objectives ? 

• Would signatories be ready to accept 
a freeze against the introduction of 
new regulations inconsistent with the 
framework ? 

• Granted that the framework could, 
in principle, cover all sectors, should 
there be a negative list of measures, 
reservations or exceptions from the 
process of liberalization, or rather a 
positive list of measures to be 
included in a progressively 
expanding schedule of concessions ? 

• Should the process of liberalization 
proceed through the gradual removal 
of reservations ? 

Important differences remain as to 
what can be achieved by the completion 
of the Uruguay Round in regard to 
specific liberalization commitments. In 
particular, some participants believe that 
only a framework of general provisions 
should be achieved, leaving much - if 
not most - issues relating to specific 
liberalization commitments to be dealt 
with in future periodic negotiations. 

For others, it is crucial to set the 
motion of progressive services trade 
liberalization firmly in march by the end 
of the Round. This then would suppose 
not only the completion of a general 
framework but also a first package of 
mutual concessions and/or an 
undertaking to "freeze" the degrees of 
market access provided by existing 
regulatory regimes. 

This more ambitious goal is set out in 
an informal joint proposal of the United 
States and the European Community. 
They have called for initial 
commitments which would relate to: a 
set of provisions of general application 
(transparency, m.f.n./non-chscrimination, 
dispute settlement, regional integration 
arrangements, safeguards, etc.); and an 
additional layer of negotiable 
commitments (e.g. national treatment, 
market access, subsidies, etc.). The 
United States and the European Com

munity have called for further liberaliza
tion commitments to be taken before 
the end of the Uruguay Round so as to 
achieve, where necessary, a balance of 
benefits/effective market access. 

In short, the basic premise of the US-
EC proposal is that all trade in services 
would be covered by a trade-liberaliza
tion agreement. However, countries may 
propose to initially exclude or reserve 
certain disciplines or services. On the 
other hand, proponents of the "positive 
list" approach call for liberalization to 
apply only to services tabled by partici
pants. This would not, however, exclude 
future discussions or negotiations for 
further liberalization. 

Among the proposals advocating the 
"positive list" approach are two draft 
legal texts tabled at recent meetings of 
the Group. The submission by eleven 
members of the Latin American Econ
omic System (SELA) stresses the need 
to take account of development needs in 
a number of respects, for instance, 
granting flexibility to developing coun
tries for opening fewer sectors or liber
alising fewer types of transaction. Cam
eroon, China, Egypt, India, Kenya, 
Nigeria and Tanzania, in a joint propo
sal, have called for progressive liberali
zation that would initially concentrate 
on concessions by developed countries. 
Future liberalization by developing 
countries would be dependent on the 
extent to which their services exports 
have benefited from liberalization by 
developed countries, and would be in 
conformity with their developmental 
and technological objectives. 

Efforts to bridge the gap between 
these two approaches are underway, 
mainly through informal consultations 
on the structure of the agreement on 
trade in services. 

Concepts, principles 
and rules 

A second issue over which govern-
. /Vments will need to achieve greater 
convergence relates to their approach to 
the concepts, principles and rules (such 
as transparency, non-discrimination, 
national treatment, etc.) of a multilateral 
framework. 

What this entails, in essence, is reach
ing agreement on the precise legal draft
ing of those provisions that would con
stitute the "pillars" of the services 
framework. While one should not 
underestimate the conceptual challenge 
which negotiators might face in crafting 
legal provisions in hitherto largely 
uncharted waters, there is nonetheless a 
broad measure of agreement on what 
the concepts should be as they have 
been continuously under discussion in 
the GNS since its inception (see "Mon
treal principles"). 
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During the past three and a half years, 
participants have been examining in 
depth a wide range of critical and often 
conceptually new issues. The GNS has 
focused on the need to ensure the 
broadest possible coverage of sectors 
and transactions, on the development of 
concepts and principles for inclusion in 
the framework, on the specific applica
bility of these concepts and principles in 
individual sectors as well as on the prac
tical means of setting in march the pro
cess of progressive liberalization. 

Developing country 
concerns 

The credibility of a Uruguay Round 
services agreement would partly 

depend on how many countries sign that 
agreement. The challenge of ensuring 
the widest possible country coverage 
implies finding how best to address and 
accommodate the concerns of 
developing countries. 

Efficient infrastructural services -
telecommunications, transport, banking 
and insurance to name a few - are critical 
ingredients in the process of economic 
growth and development, increased 
productivity, and ultimately international 
competitiveness in both services and 
goods trade. Developing countries require 
access to the most efficient traded services 
to promote their own indigenous 
development. This concern is reflected in 
the Punta del Este Declaration itself as the 
progressive liberalization of trade in 
services has as its twin objectives the 
economic growth of all trading partners 
and the development of developing 
countries. 

The benefits of liberalization are not 
always obvious to developing countries. 
The likely benefits of more rapid growth in 
the services sector include increased direct 
foreign investments, higher employment 
levels, and the transfer of technology and 
skills to local nationals. But these 
potential benefits may be overshadowed 
by more immediate concerns over the 
ability of fledgling domestic service 
industries to withstand the pressures of 
international competition. 

The negotiating stance of developing 
countries in these talks marks a significant 
departure from previous rounds when 
they tended to concentrate on obtaining 
special and more favourable treatment. In 
this Round, and in services in particular, 
developing countries have been 
concentrating their negotiating efforts on 
the establishment of rules rather than on 
exceptions on them. 

Several developing countries have 
tabled proposals, including Brazil and 
more recently India. The submission 
from India outlined a number of 
approaches to secure the increasing 
participation of developing countries in 

The Montreal principles 
In Montreal, the Ministers agreed 

that the following concepts, princi
ples and rules are relevant to the 
negotiations on liberalizing trade in 
services : 

(a) Transparency 
Provisions should ensure informa

tion with respect to all laws, regul
ations and administrative guidelines 
as well as international agreements 
relating to services trade to which 
the signatories are parties through 
adequate provisions regarding their 
availability. Agreements should be 
reached with respect to any out
standing issues in this regard. 

(b) Progressive Liberalization 
The negotiations should establish 

rules, modalities and procedures in 
the multilateral framework agree
ment that provide for progressive 
liberalization of trade in services 
with due respect for national policy 
objectives including provisions that 
allow for the application of princi
ples to sectors and measures. Provi
sions should also be established for 
further negotiations after the Uru
guay Round. Specific procedures 
may be required for the liberalization 
of particular sectors. 

The aim of these rules, modalities 
and procedures should be to achieve, 
in this round and future negoti
ations, a progressively higher level of 
liberalization taking due account of 
the level of development of individ
ual signatories. To this end the 
adverse effects of all laws, regul
ations and administrative guidelines 
should be reduced as part of the pro
cess to provide effective market 
access, including national treatment. 

The rules, modalities and proce
dures for progressive liberalization 
should provide appropriate flexibility 
for individual developing countries 
for opening fewer sectors or liberal
izing fewer types of transactions or 
in progressively extending market 
access in line with their development 
situation. 

(c) National Treatment 
When accorded in conformity with 

other provisions of the multilateral 
framework, it is understood that 
national treatment means that the 
services exports and/or exporters of 
any signatory are accorded in the 
market of any signatory, in respect to 
all laws, regulations and administra
tive practices, treatment "no less 
favourable" than that accorded dom
estic services or services provides in 
the same market. 

(d) Most-Favoured-Nation/ 
Non-Discrimination 

The multilateral framework shall 
contain a provision on m.f.n./non-
discrimination. 

(e) Market Access 
When market access is made 

available to signatories it should be 
on the basis that consistent with the 
other provisions of the multilateral 
framework and in accordance with 
the definition of trade in services, 
foreign services may be supplied 
according to the preferred mode of 
delivery. 

(f ) Increasing Participation 
of Developing Countries 

The framework should provide for 
the increasing participation of deve
loping countries in world trade and 
for the expansion of their service 
exports, including inter alia through 
the strengthening of their domestic 
services capacity and its efficiency 
and competitiveness." 

Provisions should facilitate effec
tive market access for services 
exports of developing countries 
through, inter alia, improved access 
to distribution channels and infor
mation networks. These provisions 
should facilitate liberalization of 
market access in sectors of export 
interest to developing countries. 

Autonomous liberalization of mar
ket access in favour of services 
exports of developing countries 
should be allowed. 

(g) Safeguards and Exceptions 
Further negotiations will be neces

sary on provisions for safeguards, 
e.g. for balance-of-payments rea
sons, and exceptions, e.g. based on 
security and cultural policy objec
tives. 

(h) Regulatory Situation 
It is recognized that governments 

regulate services sectors, e.g. by 
granting exclusive rights in certain 
sectors, by attaching conditions to 
the operations of enterprises within 
their markets for consumer protec
tion purposes and in pursuance of 
macro-economic policies. Asymme
tries exist with respect of the degrees 
of development of services regul
ations in different countries. Conse
quently, the right of countries, in 
particular of developing countries, to 
introduce new regulations is recog
nized. This should be consistent with 
commitments under the frame
work. • 
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service sector activity. These included : 
the relaxation of restrictions (immigration 
regimes) on the international flow of 
labour; requirements on foreign service 
providers to transfer technology and 
know-how and to build up the export 
earning capacity of domestic services 
enterprises ; and the facilitation by deve
loped countries of market access for ser
vices exports of developing countries 
including improved access to distribution 
channels and information networks. 

The challenge remains of accommodat
ing within the structure of the multilateral 
framework what are collectively consid
ered to be legitimate concerns, so as to 
provide developing countries with the 
proper set of incentives to progressively 
expand the scope of application and 
coverage of the framework. 

Sectoral coverage 

Few of the challenges facing the 
negotiators are as great as that of 

ensuring that all commercially-traded 
services are covered by the multilateral 
framework. It is clear that only through 
such broad coverage can an agreement be 
produced in which there is an overall 
balance of benefits which makes all parties 
better off. 

The need for a global coverage can also 
be seen as relating to the dual nature of 
services as sectors of growing importance 
in their own right as well as vital inputs 
into all parts of the economy. Services are 
a major driving force in the process of 
structural change. In accommodating this 
change - as with the vast structural 
evolutions in the goods area in the 
post-war period - the world trading 
system has a crucial role to play. The 
success of GATT in facilitating this 
process in the post-war years for trade in 

<-> goods good is a major reason why 
countries wished to negotiate the 
liberalization of services trade within the 
ambit of the Uruguay Round. 

In market economies, the process of 
market-led structural change means that 
resources should move to those areas of 
the national or international economy 
where they are most competitive and 
productive. While national policy 
objectives should be respected, it is widely 
recognized that this process should not be 
inhibited or distorted through 
unnecessary government obstacles. The 
negotiations towards the progressive 
liberalization of trade in services which 
governments have embarked on are 
designed to support this process of 
market-led structural change. 

It has become clear in GNS 
deliberations that a multilateral 
framework should provide the proper 
mechanisms with which to address and 
accommodate sectoral concerns and 
specificities. There is broad agreement in 
the Group that sectoral considerations 

could be addressed through reservations 
with respect to some activities and/or 
modes of delivery in particular sectors. 
Sectoral peculiarities may also be dealt 
with through sector-specific annotations 
which, while forming an integral part of 
the multilateral framework, would spell 
out in greater detail its scope of applica
tion in particular sectors. 

In May 1990, the Group established 
working groups to hold informal 

consultations on six services sectors. 
These working groups are expected to 
follow-up on the Group's work last 
year when participants "tested" or 

Telecommunications 

In discussing telecommunications, 
many participants emphasized the dif

ference between the basic network (in 
most cases dominated by a state-con
trolled or owned monopoly) and 
enhanced, value-added services like 
teletext, electronic mail and remote data 
processing which made use of the basic 
network. 

The view was expressed that, initially 
at least, the new framework of trade dis
ciplines should apply to the enhanced 
services only. Frequent references were 
made to the close relationship between 
the sale of goods (telephone exchange 
equipment, for instance) and the provi
sion of services in this sector. This was 
especially relevant given rapid changes 
in technology. It was also the case that 
telecommunications services were 
closely related to the provision of other 
services like banking and tourism. 

For some participants, there were 
security and privacy aspects of the sec
tor to be taken into account, while for 
many developing countries the necessity 
of providing rural telephone services 
was a preoccupation despite their essen
tially uneconomic character. 

In looking at the applicability of 
transparency to the sector, the need for 
transparency with respect to the activit
ies of the many national regulatory bod
ies was a common theme - and the need 
for national enquiry points where for
eign suppliers could have access to 
information relating to regulations a fre
quent suggestion. 

The concept of progressive liberaliza
tion, for many participants, meant 
access to the basic network but could 
also be related to liberalization with 
respect to equipment supplies. In the 
context of the promotion of develop
ment, some countries pointed to the 
need for support for infrastructure deve-

To arrive at a better understanding of 
these issues, the GNS in May 1990 esta
blished working groups to conduct infor
mal consultations on the following : finan
cial services, telecommunications, trans
portation, construction and engineering, 
professional services, and tourism. Con
sultations will also take place on the issue 
of labour mobility. • 

examined individual sectors in terms 
of the implications and applicability 
of concepts, principles and rules listed 
in the Montreal decision. The follow
ing are summaries of the discussions 
held in 1989: 

lopment. The concept of national treat
ment was also discussed, though there was 
a widely-held view that the concept would 
have little meaning where national mon
opolies existed. 

Construction 

The value of construction contracts 
awarded to the top 250 international 

contractors in 1987 was $74 billion with a 
further $4 billion in design contracts. As 
with telecommunications, there was often 
a close link between the supply of the ser
vice and associated goods. 

Importantly, the question of the move
ment of labour to supply the service is 
more relevant to construction than to most 
other services. Many developing countries 
stressed the need for any framework 
agreement to cover labour mobility, skilled 
and unskilled alike. Developed countries 
recognized the need to consider seriously 
the labour question though several 
pointed to the sensitivity of commitments 
which would imply major changes to 
immigration laws. 

In a discussion of the applicability of the 
concept of transparency to the construc
tion sector, many participants pointed to 
the voluminous regulations which exist not 
merely at a national or federal level but 
also at local levels of government. Poten
tial suppliers would need to be aware of 
relevant regulations at all levels which 
meant, for some delegations, a comparat
ively sophisticated system of enquiry 
points. As in the discussion on telecom
munications, a number of developing 
countries expressed reservations about 
their ability to find the necessary resources 
to establish such an elaborate system. 
National treatment conditions could be 
especially important in a sector open to 
subsidization, local content rules, local 
personnel recruitment and government 
procurement. One delegation stressed the 
need to tackle subsidization in this sector. • 

The six services sectors 
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Sec to r s (from page 7) 

Transportation 

The discussion of transport was con
fined largely to the air transport and 

maritime sectors although surface trans
port and multimodal transport were also 
discussed. Background material by the 
GATT Secretariat showed that, in 1988, 
the United States was by far the largest 
provider of scheduled air services carry
ing passengers, freight and mail. The US 
was followed by the Soviet Union, then 
Japan, the United Kingdom and France. 

The scheduled air services sector, 
noted many participants, was highly 
regulated and subject to many bilateral 
agreements. These agreements, nego
tiated under the 1944 Chicago. Conven
tion, dictate airline access to routes and 
airports and are founded on the princi
ple of national sovereignty over air
space. Many air fare structures are 
negotiated through the International Air 
Transport Association (LATA) while air 
services are also subject to a high degree 
of national regulation (safety, etc.). 

Some delegations argued that princi
ples like non-discrimination or national 
treatment could not be applied within 
the present system. They argued that the 
bilateral agreements were, in any case, 
becoming more liberal and should not 
be challenged or undermined by new 
multilateral disciplines. However, some 
delegations felt that the current system 
was too restrictive and, while it could 
not reasonably be challenged in the 
short term, air services should not be 
indefinitely ruled out of coverage by a 
services agreement. 

There was, nevertheless widespread 
agreement that some aspects of the air 
transport industry did lend themselves 
to the application of the Montreal princ
iples. These included ground handling 
services, charter aviation, and computer 
reservation systems. 

The Group also noted the high degree 
of regulation affecting the maritime 
transport sector. Here, a mixture of liner 
conferences (groups of companies fixing 
tariffs on regular shipping routes), the 
UNCTAD Liner Code (sharing freight 
business between pairs of developed 
and developing countries) and cabotage 
(reservation of coastal shipping for 
national flag carriers and, often, crews 
and ships of national origin) again made 
the application of all or most of the 
Montreal principles problematical. 

Some participants pointed out that 
the high level of regulation reflected 
concern to promote national shipping 
capacities, standards of safety and 
national security interests. Again, some 
delegations considered that the present 
system best represented the interests of 
the shipping sector and its users while 
others believed the system to be restric
tive, inefficient and liable to lead to 

unnecessarily high transport costs. These 
latter countries believed that the applica
tion of liberal, multilateral principles 
should not be ruled out for the long-term. 

Tourism 

Taken to include all travel services, the 
tourism sector has been estimated to 

represent the largest industry in the world 
with total sales, in 1987, of US$1.9 tril
lion. Since governments go out of their 
way to attract tourists it is a less regulated 
trade than others with which the group 
has dealt. Nevertheless, there exist regul
ations which affect individual tourists 
(visa or currency restrictions for instance) 
and the activity and ownership of enter
prises (tour operators and travel agents as 
well as hotels and catering services). 

The question of the movement of per
sonnel across borders was raised in the 
Group as were restrictions on the owner
ship of tourism institutions. The Group 
spent some time discussing the promo
tion of tourism in developing countries. 

Financial services 

Financial services include banking, 
securities-related and insurance ser

vices. It was noted that banking and secu
rities-related services could be consid
ered, firstly, in regard to cross-border 
financial flows and, secondly, in the con
text of establishment or commercial pres
ence. These services are highly regulated 
since they represent instruments of 
national and international macro-econ
omic management - monetary policies, 
debt management and fiscal policies for 
instance. Moreover, their institutions and 
markets are widely subject to prudential 
and other supervision. 

Many delegations stressed the import
ance of maintaining the integrity of regu
latory systems because of these wider 
economic preoccupations and it was gen
erally recognized that the application of a 
new framework of trade rules might often 
entail as much re-regulation as de-regula
tion. Nevertheless, substantial deregula
tion and liberalization has been achieved 
in both developed and developing coun
tries in recent years, often associated with 
the liberalization of capital movements. 
However, a number of participants con
sidered that many regulations still affect
ing establishment, acquisition of domes
tic enterprises and the operation of for
eign-owned banks and securities houses 
were often over-restrictive and could be 
subjected to disciplines in a multilateral 
framework. Many developing countries 
stressed the importance of banking to the 
development process. 

Total premiums paid, in 1987, for 
both life and non-life insurance has 
been estimated at US$1,070 billion, 
with companies in North America tak

ing 40 per cent of the business, those in 
Europe over 30 per cent and those in 
Asia 25 per cent. The premium income 
of developing countries in total was 
around 5 per cent. Again it is a highly-
regulated sector: partly on the basis of 
consumer protection and partly because 
insurance premiums frequently provide a 
major source of investment funds. Apart 
from re-insurance, transport-related 
insurance and worldwide coverage of 
multinational businesses, cross-border 
trade in insurance services is often 
excluded by regulation. Regulations 
related to establishment usually deter
mine whether a foreign insurer can be 
admitted to the market and the terms on 
which it may carry out its business. 

While some participants believed that 
the integrity of national insurance indus
tries could be threatened by the applica
tion of liberal trade principles, others saw 
significant scope for progressive liberali
zation of the sector. 

Professional services 

Forms of professional services which 
are internationally traded include 

accounting, legal, management, advertis
ing, health care, architectural, engineer
ing and software services. The nature of 
trade may be cross-border (via computer 
terminals, for instance, or through travel 
by the supplier or customer) or through a 
local commercial presence. 

The motivation for regulations in this 
sector tend to include consumer protec
tion, promotion of domestic business and 
local employment, the need to manage 
foreign exchange and the preservation of 
cultural identity. In particular, the recog
nition of professional qualifications and 
the licensing of the right to provide the 
service often stands in the way of access 
of foreign professional service firms. 

Participants drew attention to the dis
parate nature of professional services and 
the danger of generalizing. Nevertheless, 
a key issue was the practice of discrimina
tion on the basis of nationality and the 
recognition of foreign qualifications in 
order to practice. Developing countries 
stressed the difficulties they face in train
ing and educating skilled professionals 
who are subsequently attracted abroad.! 
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