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SUB-COMMlTEE ON SERVICES

FUNCTIONS OF THE SUB-COMMITTEE ON SERVICES

Note by the Secretariat

1. At its meeting at Ministerial level in Marrakesh (12-15 April 1994), the Trade Negotiations
Committee (TNC) adopted the Decision on the Establishment of the Preparatory Committee for the
World Trade Organization. Paragraph 3 of that Decision provides for the establishment, inter alia,
of a Sub-Committee on Services responsible for preparatory work on GATS matters and open to all
members of the Preparatory Committee. The Preparatory Committee and its Sub-Committees will
cease to exist upon the entry into force of the WTO Agreement.

2. This Note is prepared at the request of delegations as a basis for a general discussion of the
functions ofthe Sub-Committee with a view to arriving at a work programme and a calender ofmeetings
for the remainder of 1994.

3. Pending the entry into force of the WTO Agreement, the functions of the Sub-Committee will
include the following:

(a) Oversight of on-going negotiations

The three Negotiating Groups established by Ministerial Decisions taken at the Marrakesh
meeting - on Basic Telecommunications, Maritime Transport Services and Movement of Natural
Persons - are required to report periodically on the progress of those negotiations. The Sub-
Committee will fulfil the supervisory role of overseeing the negotiations and will receive the
reports of the Negotiating Groups. In the case of financial services, the Ministerial Decision
does not require the establishment of a Negotiating Group, but stipulates that upon the entry
into force of the Agreement, the Committee on Trade in Financial Services shall monitor the
progress of such negotiations. In the interim , if no Negotiating Group is established, the Sub-
Committee could provide a forum for any multilateral discussion that might be necessary on
the negotiations on financial services.

(b) Continuing discussions on issues relating to the scope of the GATS

During the Uruguay Round negotiations, discussions took place on whether certain
categories of measures fall within the scope of the GATS. At the request of delegations, the
Secretariat prepared a Note dated 4 November 1993 (MTN.GNS/W/177/Rev.1) aimed at
providing a basis for a focused discussion of the issues involved. Towards the end of the
negotiating process, the Chairman of the GNS issued a formal statement dated 14 December
1993 (MTN.GNS/W/260) reflecting a common understanding among participants that more
discussion is needed on these issues. He stated that "A number of delegations have raised
concerns about the extent to which the categories of measures contained in the Secretariat's
Note entitled Issues Relating to the Scope of the General Agreement on Trade in Services
(MTN.GNS/W/177/Rev. 1) fall within the scope of the GATS. Accordingly, participants will
be given an additional period up to 15 December 1994 to consult with a view to reaching a
better common understanding of the ways in which measures of this kind may affect trade in
services. The result of the consultations shall be reported to the Council for Trade in Services
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for appropriate decision. " The categories of measures referred to in the Note by the Sec.ret-riat
are:

(i) Measures relating to social security, including those pursuant to bilateral
agreements on the avoidance of double contributions to, and/or double benefits
from social security systems.

(ii) Measures relating to judicial and administrative assistance between governments,
including those pursuant to international agreements on. such matters.

(iii) Measures relating to the settlement of disputes pursuant to bilateral investment
protection agreements.

(iv) Measures relating to the entry and stay of natural persons, including those
pursuant to international agreements on labour mobility.

(v) Measures relating to the entry and temporary stay of natural persons pursuant
to bilateral agreements on:

entry and temporary stay of agricultural workers on a seasonal basis;

- working holidays and young workers programmes;

- programmes for the exchange of University professors and school
teachers;

- cultural affairs.

In accordance with the Chairman's Statement, the Sub-Committee will provide the
forum for such discussions and prepare a report on them to the Council for Trade in Services.

(c) Guidelines for notifications

The following Articles of the GATS contain specific notification requirements:

(i) Article 111:3 (Transparency)

(ii) Article V:7 (Economic Integration)

(iii) Article VII:4 (Recognition)

(iv) Article VIII:4 (Monopolies and Exclusive Service Suppliers)

(v) Article XII:4 (Restrictions to Safeguard the Balance of Payments)

In order to facilitate consideration of such notifications by the Council for Trade in
Services and by the General Council it will be necessary to ensure their consistency in
presentation and content. For this purpose the Sub-Committee may need to develop guidelines
tobe followed by Members when they are required to make notifications under these provisions.
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(d) Future negotiations

The following Articles of the GATS contain mandates for negotiations which are to
be undertaken after the entry into force of the Agreement.

(i) Article VI (Domestic Regulation). Paragraph 4 states: "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 Council for Trade in Services shall, through
appropriate bodies it may establish, develop any necessary disciplines. Such
disciplines shall aim 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."

It is also relevant in this context to recall the Ministerial Decision on
Professional Services adopted in Marrakesh which states in paragraph 1: "The
workprogramme foreseen inparagraph 4 ofArticle VI on Domestic Regulation
should be put into effect immediately."

(ii) Article X (Emergency Safeguards). Paragraph 1 states: "There shall be
multilateral negotiations on the question of emergency safeguard measures based
on the principle of non-discrimination. The results of such negotiations shall
enter into effect on a date not later than three years from the date of entry into
force of the WTO Agreement."

(iii) Article XIII (Government Procurement). Paragraph 2 states: "There shall
be multilateral negotiations on government procurement in services under this
Agreement within two years from the date of entry into force of the WTO
Agreement. "

(iv) Article XV (Subsidies). Paragraph 1 states: ".... Members shall enter into
negotiations with a view to developing the necessary multilateral disciplines
to avoid such trade distortive effects. The negotiations shall also address the
appropriateness of countervailing procedures. Such negotiations shall recognize
the role of subsidies in relation to the development programmes of developing
countries and take into account the needs of Members, particularly developing
country Members, for flexibility in this area...."

In order to facilitate an efficient start of such negotiations, and given the wide range
and complexity of the regulatory and policy issues involved, it will be necessary to undertake
preparatory work on the modalities and priorities of these negotiations, particularly where
deadlines are stipulated.
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(e) The Working Party on, Professional Services

The Ministerial Decision on Professional Services adopted in Marrakesh provides for
the establishment of a Working Party on Professional Services which is to "...examine and
report, with recommendations, on the disciplines necessary to ensure that measures relating
to qualification requirements and procedures, technical standards and licensing requirements
in the field of professional services do not constitute unnecessary barriers to trade." The
Decision also states: "As a matter of priority, the Working Party shall make recommendations
for the elaboration of multilateral disciplines in the accountancy sector, ..."

Given the wide range of issues involved in this process, preparation for the substantive
work of the Working Party, as well as its rules of procedure and modalities, will be necessary
to ensure its expeditious start.

(f) Terms of reference for the Council and subsidiary bodies

The Sub-Committee on Institutional, Procedural and Legal Matters established by the
Preparatory Committee is called upon to make proposals concerning terns of reference and
rules of procedures for the subsidiary bodies of the WTO, in particular those established under
Article IV of the WTO Agreement. The Sub-Committee on Services may be called upon to
prepare proposals concerning the terms of reference and rules of procedure for the Council
for Trade in Services as well as for its subsidiary bodies, such as the Committee on Trade
in Financial Services, for the consideration of the Sub-Committee on Institutional, Procedural
and Legal Matters.

(g) Examination of schedules

The Decision on the Establishment of the Preparatory Committee for the World Trade
Organization calls upon the Committee: "To carry out the examination of and approve the
schedules submitted to it in accordance with the "Decision on Acceptance of and Accession
to the Agreement Establishing the World Trade Organization" and to propose terms ofaccession
in accordance with paragraph 2 of that Decision". The Sub-Committee on Services may be
called upon to examine and report on services schedules submitted to the Preparatory Committee.


