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WORLD TRADE ORGANIZATION
SYMPOSIUM ON CROSS BORDER SUPPLY OF SERVICES
Geneva, 28-29 April 2005
_______________

OUTLINES OF PRESENTATIONS
_______________

SESSION 1

ECONOMIC IMPORTANCE OF
CROSS-BORDER TRADE – RECENT TRENDS
Michael Engman, Consultant, Trade Directorate, OECD

1. Cross-border trade in IT and business process services has been lauded as a prime example of the mutual benefits of international trade, enabling OECD-countries to access scarce talent and boost productivity, and low-income countries to develop high-tech industries and gain high-income services jobs.  Recent OECD-work has analyzed the development of this type of North-South cross-border trade and the potential adjustment challenges it imposes.  The presentation will discuss some of the factors that initiated the outsourcing practice, its rapid growth and economic impact on the major countries involved.

_______________
Mina Mashayekhi, Head, Trade Negotiations and Commercial Diplomacy Branch, DITC, UNCTAD
2. The outsourcing of services has emerged as one of the fastest growing sectors of international services trade.  The presentation will look at the evolution of the outsourcing phenomenon, at the key activities involved in outsourcing, and at some of the major host and receiving countries.  It will then provide an overview of the potential development gains (including those with respect to the Millennium Development Goals) that could materialize if developing countries further increased their services exports via outsourcing.  Finally, the presentation will outline some of the challenges and inherent limitations developing countries face when aiming to capture specific markets for outsourcing activities.  In all this, the presentation will place a particular emphasis on the outsourcing of professional services, as this is one of the new and dynamic sector emerging.
_______________

Andreas Maurer, Chief of Section, International Trade Statistics Section, WTO
3. Based on Balance of Payments statistics, the presentation focuses on recent economic developments of cross-border trade in commercial services.  After analysing world trends, developments of individual regions and developing economies are described.  Trade flows between developed and developing countries are mapped to identify trading structures.  The analysis also looks into the relative importance of service sectors and highlights trends in selected sectors.  The presentation touches upon existing gaps of current data for measuring sectoral or modal breakdowns or emerging issues such as off-shoring.

_______________

Anne Miroux, Head, Investment Issues Analysis Branch, DITE, UNCTAD

4. To a great extent, cross border supply of services is taking place through foreign direct investment (FDI).  Over the past decades, the growth of services has reshaped FDI patterns in a remarkable way.  First, the sectoral mix of FDI has shifted towards services.  Second, the composition of services FDI has also changed, reflecting in particular a surge in flows into activities previously closed to FDI.  The presentation will examine such changes.  It will deal in particular with one of the most recent and interesting trends in the globalization of production - the offshoring of business services through FDI, the factors driving this trend, and its potential impact on host and home countries.
_______________

SESSION 2

THE PRIVATE SECTOR'S EXPERIENCE
Bernard Courtois, President & CEO, Information Technology Association (ITAC), Canada
ICT and Global Supply Chains

5. Today's commercial enterprises are driven to redistribute work on a global basis to find the best mix of cost and expertise.  They increasingly outsource functions they do not regard as their core competency, to the point where many manufacturing firms are becoming service businesses.  And they relocate many of their own activities for similar reasons.  The global redistribution of work, or global delivery model, is also used to more cost-effectively conduct government operations through outsourcing.

6. This presentation will illustrate how the information and communications technology industry is a key enabler and a front-line manifestation of these trends.
_______________

Ernest L. Cu, President and Chief Executive Officer, SPI Technologies Inc., The Philippines

Opportunities and Challenges of Cross-Border Supply of Services

7. Environment in which we operate

(a) Company information

(i) Who we are (overview)

(ii) What we do (services we offer and markets we operate in)

(iii) How we do it (global delivery model, matching skills required with country resources)

8. Our Experience
(a) Key opportunities

(i) Growth prospects in offshoring across industries

(ii) Significant savings in costs

(iii) Significant productivity improvements thru quality best practices

(iv) Employment generation in developing countries

(v) Focus on higher value work in developed country

(b) Key challenges (in the context of cross border services)

(i) Regulatory environment in importing country

(ii) Offshoring is still in its infancy

(iii) Managing intellectual property
(iv) Multi-country model is a key for scalability and growth
(v) Negative press about the Philippines
(vi) Potential shortage of qualified labor 
(c) Case study
(i) Publishing

- Why we got into the business

- What were the challenges we faced and how we overcame them – cross border services point of view

- Looking into the future

9. Closing remarks

(a) Our wish list
(i) Make government intervention more fact-driven rather than sentiment and perception driven

(ii) Allow market forces to take their course leading to win-win scenario 

(iii) Flexibility in visa restrictions (US, Europe, Asia)
(iv) More transparency in financial and legal systems in developing countries

(v) More balanced view of exporting countries like the Philippines
_______________

Alastair Evans, Head, Government Affairs, Lloyd's, UK

This presentation will address, inter alia:
(b) A brief introduction to the Lloyd's marketplace;

(c) Why Lloyd's predominantly writes insurance risks on a cross-border basis;

(d) The value attached to commitments under modes 1 and 2;
(e) The benefits to companies and individuals of being allowed access to insurance and reinsurance products; and

(f) Some thoughts on the respective roles that home and host States should play in relation to the regulation of cross-border provision of insurance services.

_______________

Douglas Gregory, Vice President, Governmental Programs, IBM (Europe, Middle East, Africa), Belgium
10. IBM as a global provider of services (Computer and Related Services [CRS] and Management Consulting Services)

11. CRS as a factor in productivity and competitiveness throughout an economy

12. Opportunities for developed and developing countries 

13. Friends of Computer and Related Services 

14. Evolving nature of CRS and the Internet as a means of cross-border delivery (including Web hosting, application hosting, grid computing, custom software development, remote data storage and backup and recovery services)

15. CRS commitments – a functional definition approach to CPC 84

16. Business Process Outsourcing

_______________

Ajoyendra Mukherjee, Vice-President, Tata Consultancy Services, India

The presentation, entitled "Cross Border Supply of IT Services - Private Sector Perspective" will address the following aspects: 
(a) An overall perspective of the Indian IT Industry.

(b) Genesis of the IT Industry in India and the Service Delivery Model - how it evolved from a Onsite focus service delivery to the Global Delivery Model of today. This part of the presentation will not only give the necessary background to the participants, but it will also help in understanding how the four different modes of supply – namely cross-border supply, consumption abroad, commercial presence and movement of natural persons – are intricately involved in delivering cross-border IT services. The process starting from Customer Acquisition to Order Fulfilment, i.e. delivering services from multiple locations in different countries, will be discussed in some depth. Vendor acquisition process, i.e. how customers select offshore service providers will also be discussed in some detail to give a complete perspective of the overall business flow. 
(c) Opportunities & Challenges: the last part of the presentation will cover the opportunities for the industry going forward both from the point of view of the customers as well as the suppliers.  It will also entail a discussion of the challenges that the industry faces today in cross-border supply of IT services.

_______________

SESSION 3

THE REGULATOR'S EXPERIENCE
Sebastián Sáez, Consultant, Chile

This presentation will address what are the main concerns from a regulator’s perspective:
17. The first one is about “how to maintain domestic regulations effective” when cross-country service provision is allowed: the advantage of giving access to the market through commercial presence or the movement of natural persons is that the host country’s legislation is the one that rules, and also the one that determines the true access conditions.  The national treatment commitment does not provide full access to markets if expensive operation requisites remain in place.  Whenever cross-border trade is permitted, regulation affecting the sector becomes less relevant as an access barrier.  The regulatory body loses control and thus its role in society becomes less relevant. 

This is a major issue, because the raison d’être of a regulatory body is closely linked to its capacity to exert effective control.  It must be kept in mind that this is its responsibility.  On the other hand, the domestic services providers in the country of destination will feel they are facing “unfair” competition if foreign suppliers are subjected to a more lenient or less costly regulation in their country of origin. 

In those conditions, new forms of regulation must be created that permit to maintain the regulators’ activity in effect and ensure fair play between national and foreign suppliers.  A relevant approach in this area is the need for mutual co-operation between regulators at the international level.  This exists in some sectors, but less so in less regulated activities.
18. The second concern is jurisdiction.  If the service is provided cross-border, defining the applicable jurisdiction is an important matter.  There are two aspects to consider.  Bigger countries have better capacity to retain a larger degree of jurisdiction.  This is so because the size of their markets creates an incentive for services provider to maintain their operations under different modes of supply.  Conversely, services suppliers are less eager to stay or establish a commercial presence in smaller countries.  If a small country demands some type of jurisdiction control, the supplier will probably refuse.  Another problem regarding jurisdiction is the regulators’ capacity to implement it effectively.  In other words, to what extent can a country allocate the necessary resources to exercise its jurisdiction effectively.  Developing countries with scarce financial resources in their budgets do not have the means to effectively take action against a supplier that is not established.  On the other hand, a large country is willing to co-operate with another at the jurisdiction level, provided that clear benefits are to be drawn from that cooperation. 

19. A third concern is double taxation, evasion and lost of tax-collection.  This is related with the aforementioned jurisdiction issue, but is specific to taxes.  This is no trivial matter:  first, we are talking again about the erosion of domestic regulation, and second, a possible problem of “unfair” competition may be argued by domestic industries if tax burden differ materially from one country to another.  This should also be a government’s concern in its capacity as a regulator. 

_______________

William Thorn, Counsellor (Education), Australian Delegation to the OECD, Paris

20. The purpose of this paper is to discuss the regulation of the cross border supply of educational services using use the Australian model of the regulation of the export/import of education services as a reference point. 
21. Four sets of issues are examined: 
(a) Recognition of qualifications 
(b) Accreditation and quality assurance 
(c) Safeguards for students, and 
(d) The availability of and access to information.   
22. The discussion places particular attention on the need, in regulating the trade in education services, to achieve: 
(a) An appropriate balance between the objectives of facilitating the growth of trade in education and protecting the interests of students and other stakeholders such as employers, and 
(b) An appropriate balance of responsibility between regulatory authorities and bodies in exporting and importing countries.  

_______________

Alastair Tosh, International Strategy & Policy Co-ordination, Financial Services Authority, UK

This presentation will address, inter alia:

23. A few words about London/the UK being the most international of the leading financial centres, to try and give some context;

24. A brief look at the purpose of regulation, and then at some of the issues arising from increasing internationalisation of financial services and the regulatory responses available.  Where appropriate, some explanation of why the UK may have chosen a particular route.  

25. Will aim to concentrate on issues arising in relation to Modes 1 and 2.  However, may also refer to Modes 3 and/or 4 where similar issues arise.

26. Overall message: a liberal market open to international participation, and sound regulation can go hand-in-hand.  But closer cooperation between regulatory bodies will become increasingly important.

_______________

Session 4

GATS and Cross-Border Trade
Hamid Mamdouh, Director, Trade in Services Division, WTO & Mireille Cossy, Counsellor, Trade in Services Division, WTO

27. Since 1995, the GATS provides a framework for the liberalization of international services trade.  Based on a so-called "positive list approach", it allows governments to undertake specific commitments sector by sector and according to four modes of supply.

28. This presentation will provide a general introduction to cross-border supply in the context of the GATS.  It will address, inter alia, the definition and scope of cross-border supply of services (or so-called mode 1) and discuss the application of key GATS provisions.  It will also explain to what extent the GATS provides a framework for liberalization of cross-border supply.  This presentation will also give an overview of the pattern of specific commitments which have been undertaken to date under mode 1.  Overall, this mode of supply has attracted less commitments than modes 2 and 3 so far.  Moreover, mode 1 commitments have certain characteristics which distinguish them from commitments undertaken under other modes of supply.  The presentation will conclude with an overview of new mode 1 commitments proposed in the conditional offers received so far.

_______________

Session 5

Constraints With the Existing GATS Framework 
and Schedules of Specific Commitments

Aaditya Mattoo, Lead Economist, World Bank & Sacha Wunsch-Vincent, Economist, OECD & Visiting Fellow, Institute for International Economics
29. Cross-border trade in services is growing rapidly, with both developed and developing countries among the most dynamic exporters.  The presentation will examine how far the existing GATS framework can help secure an open environment for such trade.
30. The GATS has many virtues.  It explicitly includes cross-border trade as a mode of supplying services and provides a framework for countries to make specific commitments guaranteeing market access and non-discriminatory treatment.  However, the existing framework is not adequate.  GATS commitments are undertaken according to a "positive list" approach that places a heavy burden on the services classification scheme used by Members.  The first problem is that the existing Service Sectoral Classification List does not clearly capture a number of heavily traded services. The problem is most acute in the case of "input" or "support services", trade in which is rapidly growing with the fragmentation and outsourcing of service production.  Furthermore, even with respect to the current classification, there is a paucity of commitments by Members on cross-border trade in a wide range of services.
Background reading:  Mattoo, Aaditya and Wunsch-Vincent, Sacha (2004) 'Pre-Empting Protectionism in Services: The WTO and Outsourcing', Journal of International Economic Law,

vol 7, no 4, Dec 2004, pp 765-801, previous draft available at: 
http://econ.worldbank.org/files/34010_wps3237.pdf
_______________

Session 6
Regulatory Issues Related to Cross-Border Trade

Joel Trachtman, Professor, The Fletcher School of Law and Diplomacy, Tufts University, United States

Domestic Regulation and Cross-Border Trade in Services

31. Introduction:  the special regulatory problems of cross-border trade

(a) Regulatory enforcement problems under territorial sovereignty

(b) Requirements of establishment

(c) International coordination and necessity

32. Methods of negotiation of domestic regulation and cross-border trade in services, including effects of Appellate Body decision in Gambling
33. General disciplines on domestic regulation in connection with scheduled services

(a) National treatment under Article XVII GATS

(b) Market access under Article XVI GATS

(c) Domestic regulation under Article VI GATS and its relation to Article XVI after Gambling
(i) The Article VI:4 Work Programme and sectoral versus horizontal treatment

(ii) Necessity

(iii) Recognition

(iv) International standards

(v) The prudential carveout in financial services

34. Conclusion
_______________

Massimo Geloso Grosso, Trade Policy Analyst, Trade Directorate, OECD

Regulation of services traded electronically
35. Scope of the presentation

36. Enhanced trade opportunities

37. Regulatory environment

(a) Examples of market access and national treatment measures

(b) Examples of domestic regulatory measures

38. Impact on electronic supply

39. Existing good regulatory practices

(a) Transparency

(b) General simplification of regulatory requirements
(c) Recognition and regulatory cooperation
The focus of this presentation will be on existing market access, national treatment (modes 1 and 2) and domestic regulatory measures on services that can be traded electronically (e.g. business, distribution and financial).
_______________

Thomas Chan, Deputy Representative, Hong Kong Economic and Trade Office, Geneva

This presentation will address inter alia:

40. The relevance and challenges of regulatory issues in negotiating commitments for cross-border services trade; potential impact of regulatory issues on cross-border services trade and comparison with the case of commercial presence.

41. The relevance of the on-going negotiations under Article VI:4 to cross-border services trade; relevant elements that could help address the impact of regulatory barriers on cross-border services trade.

42. Other possible means of addressing regulatory barriers to cross-border services trade, including possibilities of establishing general equivalence of cross-border regulatory requirements and harmonizing regulatory requirements across Mode 1 and Mode 2.  

__________
