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Executive Summarz

On September 19, 1997, the United States Trade Representative requested that the U.S.
Internationa Trade Commission (USITC) examine the schedule of commitments submitted
by 12 trading partners of Eastern Europe, the European Free Trade Association, and Turkey
under the General Agreement on Trade in Services (GATS). The GATS provides a
framework for government regulation of trade and investment in service industries and
obligates signatories to establish schedules of commitments. These schedules, on an
industry-by-industry basis, indicate the extent to which signatories accord market access
and national treatment to foreign service providers. The 12 trading partners examined in
this report are Bulgaria, the Czech Republic, Hungary, Iceland, Liechtenstein, Norway,
Poland, Romania, the Sovak Republic, Sovenia, Switzerland, and Turkey. These countries
accounted for 5 percent of total U.S. servicestrade in 1996, with the most significant U.S.
export markets being Switzerland and Norway. The USITC was asked to explain the
subject countries commitments in nontechnical language as they relate to eight service
industries, and to identify potential benefits and limitationsto U.S. service providersasa
result of implementation of the commitments. The eight industries are as follows:

« distribution services (defined as wholesaling, retailing, and franchising services);

e education services;

e communication services (defined as enhanced telecommunication, courier, and
audiovisual services);

e hedth care services;

» professional services (defined as accounting, advertising, and legal services);

 architectural, engineering, and construction services;

» land-based transport services (defined asrail and trucking services); and

 travel and tourism services.

The GATS schedules confer benefits to foreign service providers by establishing
benchmarks and improving transparency. Benchmarks comprise full and partia
commitments that describe the extent of existing trade-impeding measures and prevent
these measures from becoming more onerous in the future. Commitments are transparent
when the nature and extent of all regulatory impedimentsto trade are explained clearly in
their entirety. Where trade impediments remain unbound, no benchmarks have been
established and signatories may introduce trade-impeding measures without penalty. Some
countries, such as Norway and Switzerland, offered commitments on a broad range of
service industries and provided a high degree of benchmarking and transparency. Other
countries, such as Bulgaria and Romania, did not. The findings of this report are
summarized broadly below, and a more detailed summation is presented in chapter 15.

Examination of | ndustry-Specific Commitments

All 12 subject trading partners scheduled commitments pertaining to enhanced
telecommunication, legal, architectural and engineering services, and travel and tourism
services. Transportation and health care services received relatively few commitments
while none of the subject countries made any commitments on audiovisual services. In
broad terms, the commitments scheduled by the subject trading partners appear to reflect
an inclination to open sectors of the economy that promote capital inflows and

Xiii



infrastructure development. However, the Eastern European, European Free Trade Area,
and Turkish schedules dso tend to preserve governmenta powers to control the mass media
and to manage areas that influence public safety and welfare.

Examination of Cross-Industry Commitments

Aswas customary among most GATS signatories, commitments offered by subject trading
partners concerning the entry and stay of business persons applied only to selected types
of employess, typicaly senior managers and specialists. Measures affecting al other types
of employees remain unbound. Poland noted that entry and stay may be contingent on a
form of needs testing and Turkey restricted the practice of certain professional servicesto
Turkish citizens or foreign citizens of Turkish origin. While it appearsthat foreign firms
will be able to move essential employees as required, the presence of needs-testing and
nationality restrictions generates uncertainty. It isunclear, for instance, that policies will
be implemented consistently and that assessment criteriawill be determined objectively.

Exemptions From M ost-Favor ed-Nation
Treatment

GATS signatories are generally obligated to accord foreign firms most-favored-nation
(MFN) treatment. MFN treatment accords to one trading partner terms and conditions of
trade that are no less favorable than those accorded to any other trading partner. MFN
exemptions describe existing regulatory measures that violate these principals by according
preferentia treatment to salected countries or individuals. All subject trading partners listed
MFN exemptions applicable to the service industries under examination, with a
considerable amount of variation concerning the nature of the exemptions that apply across
the entire service sector. In most cases, these exemptions only modestly influence the
competitive position of foreign firms. For example, Norway and Iceland list measures that
accord preferential financial support to other Nordic countries for programs that foster
Nordic cooperation. Another common and fairly benign type of MFN exemption provides
preferential treatment to countries with which bilateral tax or investment agreements
dready exist. Switzerland and Liechtenstein have scheduled such exemptions. However,
with respect to audiovisual services, ten subject economies listed MFN exemptions that
provide for preferential treatment in accordance with co-production agreements or other
existing, or future, bilateral or plurilateral agreements. All such countries provide
preferentia treatment of audiovisual works of European origin in order to promote common
culturd links and regional identity. By combining these MFN exemptions with the absence
of any specific commitments on audiovisual services, the subject countries have effectively
carved out this sector from the scope of the GATS.

|ndustry Viewpoint

U.S. sarvice providers expressinterest in expanding their presence in Eastern Europe, the
European Free Trade Area, and Turkey, and recognize that the GATS process of successive
negotiations holds considerable promise for progressive market liberalization.
Consequently, U.S. industry representatives express general satisfaction that subject trading
partners are participating in the GATS. Industry representatives also note that actual

Xiv



market access conditions may be more or less favorable than the commitments suggest. In
some cases, the absence of industry-specific commitments does not reflect closed markets,
while in others, full commitments do not necessarily reflect a fully open market. This
indicates that specific commitments must be carefully assessed and cross-checked against
current market conditions, which are rapidly evolving in many of the newly-emerging
market economies. With respect to ongoing or future negotiations, U.S. service firms
indicate that reducing barriers to foreign direct investment and improving recognition of
professional qualifications are priority objectives for the region.

Conclusion

The commitments scheduled by the subject trading partners vary widdy in terms of
benchmarking and transparency. In addition, as was common practice during the first round
of negotiations on services trade, the schedules include very few trade and investment
liberalizing commitments, generaly offering standstill positionsinstead. Asaresult, the
commitments from subject trading partners offer little immediate benefit to U.S. service
providers. However, by establishing benchmarks in certain industries, providing greater
regulatory transparency, and supporting aframework for future services trade liberalization,
the subject economies have helped to construct an effective foundation from which to
achieve progressiveliberalization. Moretangible benefits for U.S. service providers, in the
form of binding commitmentsto full market access and national treatment, may be achieved
in future rounds of negotiations.
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CHAPTER 1
| ntroduction

One of the significant achievements of the Uruguay Round of the General Agreement on
Tariffs and Trade (GATT)* was the conclusion of the General Agreement on Trade in
Services (GATS). The GATS is the first multilateral, legally enforceable agreement
covering international trade and investment in service industries. Key components of the
agreement include national schedules of commitments submitted by all member countries.
These schedules list commitments that accord market access and national treatment? to
foreign service providers, subject to defined exceptions; and serve as benchmarks® for
future effortsto liberalize global trade in services.

Pur pose and Scope

At the request of the United States Trade Representative (USTR), the United States
International Trade Commission (USITC) has examined the schedules of commitments
submitted by Bulgaria, the Czech Republic, Hungary, Iceland, Liechtenstein, Norway,
Poland, Romania, the Slovak Republic, Slovenia, Switzerland, and Turkey. These 12
trading partners accounted for amost 5 percent of U.S. exports of servicesin 1995 (see
chapter 2). This study is the fourth in a series of studies that examine the schedules of
commitments submitted by various U.S. trading partners. Thefirst study focused on the
European Union, Japan, Canada, and Mexico. The findings were presented in a report
entitled General Agreement on Trade in Services. Examination of Major Trading
Partners’ Schedules of Commitments (USITC publication 2940, Dec. 1995), which was
submitted to the USTR in December 1995. The subject countries of the second report
included Argentina, Bolivia, Brazil, Chile, Colombia, Paraguay, Peru, Uruguay, and
Venezuela. The second report, entitled General Agreement on Trade in Services:
Examination of South American Trading Partners’ Schedules of Commitments (USITC
publication 3007, Dec. 1996), was submitted to the USTR in December 1996. Thethird

! The Uruguay Round was the most recent session of multilateral trade negotiations convened
under the auspices of the GATT. The final Uruguay Round Agreements, including that
establishing the World Trade Organization (WTO), were signed by most of the 125 participating
governments in Marrakesh, Morocco on April 15, 1994. WTO members have since increased to
132. Found at Internet address http://www.wto.org./, posted Feb. 6, 1998, retrieved Feb. 12,
1998.

2 National treatment generally accords to foreign firms the same rights and obligations
accorded to domestic firms.

% Benchmarks comprise full and partial commitments. Full commitments are obligations to
accord foreign firms full market access and/or national treatment. Partial commitments are
obligations to accord foreign firms at |east some degree of market access and/or national
treatment subject to specified limitations. Where GATS signatories have scheduled full and
partid commitments, they may introduce new trade-impeding measures only if they are willing to
compensate adversely affected parties. Where trade impediments remain unbound, no
benchmarks have been established and signatories may introduce trade-impeding measures
without penalty.
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report, entitled General Agreement on Trade in Services. Examination of the Schedules
of Commitments Submitted by Asia/Pacific Trading Partners (USITC publication 3053,
Aug. 1997), was submitted to the USTR in August 1997. The subject countries of the third
report included Australia, Hong Kong, India, Indonesia, Korea, Malaysia, New Zealand, the
Philippines, Singapore, and Thailand.*

With respect to this report, the USTR asked the Commission (1) to examine the content of
the foreign schedules of commitments and explain the commitments in nontechnical
language, and (2) to identify the potential benefits and limitations that the subject trading
partners have conferred or imposed on foreign service providers, emphasizing the effect on
U.S. firms. The USTR asked that the Commission focus on the subject countries
commitments pertaining to the following service industries:®

« distribution services (defined as wholesaling, retailing, and franchising services);

» education services;

» communication services (defined as enhanced telecommunication, courier, and
audiovisual services);

o hedlth care services;

» professional services (defined as accounting, advertising, and legal services);

« architectural, engineering, and construction services,

» land-based transport services (defined as rail and trucking services); and

» travel and tourism services.

The USTR request | etter indicates that upon delivery of this report, the USTR may request
an additiona study examining commitments scheduled by countries in the Middle East and
Africa

Overview of the General Agreement on Tradein
Services

Asnoted, the GATS isthefirst legally enforceable, multilaterally negotiated agreement to
establish obligations and disciplines pertaining to international trade and investment in
services® Itisanintegral part of the Uruguay Round Agreements that entered into force

* The full text of the schedules of commitments and exemptions to most-favored-nation
(MFN) treatment may be obtained by ordering volumes 28-30, 32 and 34, of Legal Instruments
of the Uruguay Round (price: SF 420) from the World Trade Organization, Publications
Services, Centre William Rappard, Rue de Lausanne 154, CH-1211 Geneva, Switzerland. WTO
publications are also available by telephone: (022) 7395208/5308; by fax: (022) 7395792; and
through the Internet address: publications@wto.org.

® For acompletelist of service industries over which negotiations were held, seethe GATT
Secretariat’ s Services Sectoral Classification List (MTN.GNSW/120).

® Uruguay Round Agreements Act Statement of Administrative Action (SAA), published in H.
Doc. 103-316, 103d Cong., 2d Session, 1994. The SAA, which describes significant
administrative actions proposed to implement the Uruguay Round Agreements, was submitted to
Congress on September 27, 1994, in compliance with section 1103 of the Omnibus Trade and
Competitiveness Act of 1988, and accompanied the implementing bill for the Agreement
Establishing the World Trade Organization and the agreements annexed to that agreement (the
Uruguay Round Agreements).
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onJanuary 1, 1995.” Three elements constitute the text of the GATS: (1) aframework of
rules for government regulation of trade and investment in services; (2) a set of national
schedules wherein each country commits itself to apply the rules to specific industries,
subject to defined exceptions; and (3) a series of annexes and Ministerial decisions that
augment rules found in the framework and provide for follow-up activities or additional
negotiations (figure 1-1).

The GATS Framework

Theframework callsfor parties to observe 14 general obligations and disciplines that are
conducive to international trade in services. Foremost among these obligations are most-
favored-nation (MFN) treatment® (article 11) and regulatory transparency (article 111).° Other
important elements of the framework provide for international economic integration
agreements such as the North American Free-Trade Agreement (article V); “reasonable,
objective, and impartid” regulation (article V1); recognition of authorization, licensing, and
certification standards and procedures (article V1I); and safeguards on monopolies (article
VIII) and subsidies (article XV). These obligations are binding on all GATS signatories,
although exceptions are permissible subject to agreed rules. Important ingtitutional
provisions require countries to accord other signatories consultations on any matter
affecting the operation of the GATS. Such consultation is to follow newly created dispute
settlement procedures.’?

Schedules of Commitments

National schedules specify commitments undertaken by signatories to accord market access
and national treatment to foreign firms.** The schedules provide most of the detail of the
find agreement and are bifurcated in structure. One section describes regulatory measures
asthey are gpplied on an industry-specific basis. The other section specifies cross-industry

" The GATS and various other agreements negotiated during the Uruguay Round are set forth
as annexes to the Agreement Establishing the World Trade Organization. The WTO replaced the
GATT on January 1, 1995, astheingtitutional foundation of the multilateral trading system.

8 MFN status accords to one trading partner terms and conditions of trade that are no less
favorable than those accorded to any other trading partner. Although signatoriesto the GATS
assume a general obligation to extend other signatories MFN treatment, countries were allowed
to submit alist of exemptionsto the MFN obligation. Where commitments are scheduled,
exemptionsto MFN treatment permit more favorable treatment of selected countries. Where
there are no commitments, MFN exemptions permit membersto treat certain signatories less
favorably. For more information, see the section later in this chapter on “ Annexes and
Ministerial Decisions.” See aso appendix C for aglossary of terms.

® Transparency exists when the nature and extent of all trade-impeding measures are explained
in their entirety, with precision and clarity.

10 See USTR, Final Texts of the GATT Uruguay Round Agreements Including the Agreement
Establishing the World Trade Organization (Washington, DC: GPO, 1994), p. 353.

! The obligation to develop national schedulesisfound in part IV, article XX of the GATS.
See USTR, Final Texts of the GATT Uruguay Round Agreements, p. 299.
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Figure 1-1

Components of the General Agreement on Trade in Services (GATS)

GATS

Framework of Rules

Contains general obligations
conducive to international
trade in services, including:

* Most-Favored-Nation
treatment

* Transparency

* Increasing participation of
developing countries

* Economic integration

* Domestic regulation

* Recognition

* Monopolies and exclusive
service suppliers

* Business practices

* Emergency safeguard
measures

* Payments and transfers

* Restrictions to safeguard
the balance of payments

* Government procurement

* General exceptions

* Subsidies

National Schedules
of Commitments

Submitted by each of 132
signatory countries. The
schedules contain
commitments regarding
restrictions and limitations to
market access and national
treatment. Schedules typically
comprise:

* Cross-industry commitments
* Industry-specific
commitments
with respect to 4 modes of
supply:
-cross-border supply
-consumption abroad
-commercial presence
-presence of natural persons
* MFN exemptions (optional)

Annexes and
Ministerial Decisions

Provide information regarding
on-going negotiations and
rights to temporary MFN
exemptions, including:

* Annex on MFN exemptions

* Annex on movement of
natural persons supplying
services under the
Agreement

* Annex on air transport
services

* Annex on financial services

* Second annex on financial
services

* Annex on negotiations on
maritime transport services

* Annex on
telecommunications

* Annex on negotiations on
basic telecommunications

* Decision on Institutional
Arrangements for the GATS

* Decision on Certain Dispute
Settlement Procedures for
the GATS

* Decision on Trade in Services
and the Environment

* Decision on Negotiations on
Movement of Natural
Persons

* Decision on Financial
Services

* Decision on Negotiations on
Maritime Transport Services

* Decision on Negotiations on
Basic Telecommunications

* Decision on Professional
Services

* Understanding on
Commitments in Financial
Services
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commitments, which are broad conditions and restrictions applicable across all industries
listed in the schedule.*?

I ndustry-Specific Commitments

The industry-specific section of the schedules essentially consists of a matrix wherein
countries have identified market access and national treatment commitments on each service
industry®® in relation to one or more possible delivery channels or “modes of supply.”
There are four modes of supply:

1. Cross-border supply, whereby a service provider mails, electronically transmits,
or otherwise transports a service across a national border;

2. Consumption abroad, whereby aconsumer, such as atourist, medical patient, or
student, travels across national borders to consume a service;

3. Commercial presence, whereby a service supplier establishes a foreign-based
corporation, joint venture, partnership, or other establishment, to supply services
to foreign persons; and

4. Presence of natural persons, whereby an individual, functioning alone or in the
employ of aservice provider, travels abroad to deliver aservice.

For each mode of supply, countries may offer one of two types of commitments on market
access and/or national treatment. A “full commitment” creates the most liberal trading
environment by guaranteeing unrestricted market access or national treatment to foreign
service providers. Full commitments are denoted on the schedules by the word “none,”
which indicates that no industry-specific market access or national treatment restrictions
exist. A “partial commitment” guarantees partial market access or national treatment by
explicitly describing any current limitations imposed on foreign firms, indicating implicitly
that, except for these limitations, market access and national treatment is accorded. Both
full and partid commitments are “binding” in the sense that no further trade or investment
impediment may beintroduced unless a country iswilling to compensate parties adversely
affected by the new measure. In the absence of afull or partial commitment, additional
restrictions on market access and national treatment may be imposed in the future. The

12 Cross-industry commitments are referred to as “ horizontal” commitmentsin the GATS text.
To simplify the discussion in this report, however, commitments that apply to all service sectors
will be referred to as cross-industry commitments.

3 |n preparing national schedules, countries were requested to organize and define service
industries as noted in the GATT Secretariat’s Services Sectoral Classification List, which draws
on the United Nations' Provisional Central Product Classification (CPC) System. Accordingly,
national schedules frequently make explicit references to the CPC numbers. A concordance of
this report’ s subject industries and their corresponding CPC classificationsis provided in
appendix D.
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absence of acommitment isindicated by the word “unbound” in the appropriate cell of the
matrix.

Most commitments that were submitted by individual countries are, essentially, standstill
commitments; i.e., a continuation of current policies.®® Although standstill commitments
do not liberalize trade, they do meet important objectives of the first round of GATS
negotiations. They establish benchmarks that identify trade impediments and, under the
terms of the GATS, deter the implementation of further restrictions. In addition, standstill
commitments may enhance the transparency, or clarity, of existing restrictions. Table 1-1
indicates which subject countries scheduled commitments for specific industries by
displaying an ‘X’ in the relevant cell.

Cross-Industry Commitments

Most signatory countries scheduled cross-industry commitments to avoid repeating entries
for measures that apply to every industry listed in the industry-specific section of the
national schedules. These commitments generally summarize broad measures affecting
investment, real estate transactions, government subsidies or taxation, and the entry and
temporary stay of natural persons. Cross-industry commitments must be examined in
conjunction with industry-specific commitments to assess the full extent of measures
relaing to aparticular serviceindustry. For example, to establish acommercial presence
in Bulgaria, an accounting firm would need to consider both the industry-specific
limitations found under “accounting,” aswell as the cross-industry restrictions that apply
broadly to investment and the presence of natural persons. Table 1-2 identifies areasin
which the subject countries scheduled cross-industry commitments. These are described
in further detail in appendix E.

Annexes and Ministerial Decisions

Eight annexes are attached to the GATS and form an integral part of the agreement. For
the purpose of this discussion, the Annex on Article |1 Exemptions, which provides for
MFN exemptions, may be the most important.’® Thisannex allows countries to attach alist
of MFN exemptions' to national schedules, although the annex stipulates that the duration
of these exemptions may not exceed 10 yearsin principle, and must be reviewed within 5
years. About two-thirds of GATS signatories, including al of the countries examined in
this report, attached MFN exemptions to their schedules. Signatories included MFN

¥ In certain instances, the term “unbound” coupled with an asterisk (i.e., Unbound*) is used
to identify modes of supply that are “technically infeasible” in an industry. Cross-border supply
of many construction services, for example, may be perceived astechnically infeasible.

15 Negotiations on financial services, basic telecommunication services, and maritime
transport services are exceptions to thisrule. Because financial, maritime transport, and basic
telecommunication services affect so many sectors of the economy, countries sought actual
liberalization of these service marketsin the first round of negotiations.

16 See USTR, Final Texts of the GATT Uruguay Round Agreements, p. 305.

" Most MFN exemptions list measures that are accorded preferentially to selected countriesin
all or some serviceindustries. A lesser number indicate that certain signatories will be subject to
less favorable treatment.
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Table 1-1

Summary of industry-specific commitments scheduled by subject trading partners, by

industry

Bulgaria

Czech
Republic

Hungary

Iceland

Liechtenstein

Norway

Poland | Romania

Slovak
Republic

Slovenia

Switzerland

Turkey

Distribution

X

X

X

X

X

X

X X

X

X

X

Education

X

X

X

X

X

X

X

X

X

Enhanced
telecom-
munication

Audiovisual

Courier

Health care

Accounting

Advertising

Legal

Architectural,
engineering,
and
construction

X | X | X | X |X

X X | X |IX|[|X]X

X | X | X | X |X

X | X | X | X

X | X | X | X

X IX | X |IX|[|X]X

X IX | X |IX|[|X]X

X X | X |IX[|X]X

X X | X |IX|[|X]X

X | X | X | X |X
X X | X |IX|[|X]X

Land-based
Transportation

Travel/Tourism

X

X

X

X

X

X

X

Source: Compiled by the staff of the U.S. International Trade Commission.

Table 1-2

Summary of cross-industry commitments, by trading partner

Bulgaria

Czech
Republic

Hungary

Iceland

Liechtenstein

Norway

Poland

Romania

Slovak
Republic

Slovenia

Switzerland

Turkey

Use of nuclear
energy for
peaceful
purposes

X

Investment

Real estate
acquisition

Subsidies
and/or
taxation

Entry and
temporary
stay of
natural
persons

Source: Compiled by the staff of the U.S. International Trade Commission.
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exemptions because of concerns regarding “free-ridership.”*® For the service industries
examined in this report, most of the MFN exemptions apply either to all service sectors, to
audiovisual services, or to land-based transportation (table 1-3). Measures that apply to
all sectors generally accord preferential treatment to selected trading partnersin order to
comply with previoudly existing agreements, to promote regional economic development,
or to impose reciprocity on other trading partners. With respect to audiovisua services,
most MFN exemptionsdlow for preferential treatment of co-produced works on the basis
of current or future co-operative arrangements, and for preferential treatment of audiovisual
services produced within Europe in accordance with extant programs or agreements. The
subject countriestypicaly include audiovisual exemptions for cultural reasons. Except for
Iceland, al of the subject countries listed MFN exemptions affecting road and/or rail
transportation services. In general, these MFN exemptions are meant to safeguard the
environment and infrastructure, and to accommodate any extant agreement or future co-
operation which affects thisindustry. A detailed presentation of MFN exemptions listed
by the subject countries may be found in appendix F.

Other annexes and ministerial decisions define the scope of certain industries for the
purposes of further negotiations, establish the modalities of ongoing and future
negotiations, establish future work programs, and set timetables for concluding negotiations
rolled over from the Uruguay Round.*®

M ethodological Approach

Since published analysis of the content of GATS schedulesislimited, USITC staff collected
information through primary sources. The Commission conducted extensive in-person and
telephone interviews with, and made telefax inquiries of, domestic and foreign service
providers, principal service industry associations, and U.S. and foreign regulatory
authorities (appendix H).

Each industry discussion begins by defining the scope of the services covered and
identifying the principal channelsthrough which service providers deliver servicesto

18 Bernard Hoekman, Tentative First Steps: An Assessment of the Uruguay Round Agreement
on Services, paper presented at The Uruguay Round and the Developing Economies Conference
of the World Bank, Washington, DC, Jan. 26-27, 1995, p. 6. Free-riders enjoy beneficia terms
and conditions of trade in foreign markets, but do not accord similar benefitsto foreign
individuals and firms operating in their own markets.

19 Negotiations on financial services, basic telecommunication services, and maritime
transport services were not concluded during the Uruguay Round, but provisions were made for
them to continue. Negotiations on financia services concluded with an agreement among 102
countriesin December 1997. Negotiations on maritime services concluded June, 28, 1996, with
no agreement, although negotiations in this area may recommence in January 2000. WTO
negotiations on basic telecommunication services concluded with an agreement among 69
countriesin February 1997.
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Table 1-3
Summary of MFN exemptions, by trading partner

Czech Slovak

Bulgaria |Republic |Hungary Jiceland |Liechtenstein | Norway JPoland | Romania |Republic |Slovenia | Switzerland | Turkey
All services X X X X X X
Professional X
Services
Accounting X
Audiovisual X X X X X X X X X X
Construction X
Distribution X X
Health care X
Land-based X X X X X X X X X X X
Transportation
Legal X
Telecommunication X

Source: Compiled by the staff of the U.S. International Trade Commission.

foreign consumers® To identify these channdls, staff reviewed the best available statistical
estimates of international service transactions, published by the Bureau of Economic
Anadysisof the U.S. Department of Commerce®® A brief presentation regarding the volume
of trade in the subject service industriesisincluded in each discussion.

The industry discussions then turn to an examination of the commitments and MFN
exemptions submitted by each trading partner. An overview summarizes all pertinent
measures and references a table that summarizes the industry-specific commitments listed
by each trading partner. Detailed discussions of the individual schedules follow. These
discussions focus on the nature and effects of industry-specific and cross-industry

2 With three exceptions, service industries identified in the request letter are discussed and
analyzed separately. The nature of the distribution industry and the commitments regarding
distribution services favored broad treatment of the industry, rather than discrete discussions of
retailing, wholesaling, and franchising services. Similarly, the nature of commitments regarding
architectural, engineering, and construction services favored simultaneous treatment of these
services. Also, the nature of commitments regarding land transportation services (i.e., rail and
trucking) favored broad treatment of the industry.

2 Among the member countries of the Organization for Economic Cooperation and
Development (OECD), only the United States compiles data on sales of services through foreign
affiliates. Asdiscussed in chapter 2, this channel of delivery isaprincipal component of tradein
services. See OECD, Services: Statistics on International Transactions (Paris: OECD, 1996),
p. 5.
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commitments.?? Each discussion concludes with a summary that identifies the principal
benefits conferred, and limitationsimposed, on U.S. service exporters by the subject trading
partners. The summary is qualitative, rather than quantitative in nature, drawing on staff
analysis and input provided by U.S. industry representatives. In some cases, anecdotal
information gathered from industry interviews has reveal ed impediments to trade that are
not apparent from an examination of the schedules. In other cases, industry representatives
have indicated that the trade environment is more open than some national schedules
suggest.

|mpedimentsto Examining the GATS

Asnoted above, the GATS breaks new ground by comprehensively covering services trade
in a multilateral framework. As a consegquence of the agreement’s broad coverage and
recent conclusion, an examination of this nature encounters certain impediments. The
principa obstacle is the sheer complexity of the agreement, which reflects the diversity of
the industries covered and the technical nature of government regulation pertaining to
certain service industries (e.g., telecommunication). This difficulty is compounded further
by the imprecise language used in the schedules, which was intended to provide for rapid
technological and regulatory change, and signatories’ desire for latitude in implementing
scheduled commitments. These factors combine to make precise interpretation of certain
commitments difficult.

Another complicating factor isthat the schedules do not necessarily provide information on
all impediments to trade and investment in services. The GATS employed a “positive
listing” approach to scheduling commitments, which required countries to list in their
national schedules only those sectorsin which they accord foreign service providers either
market access or national treatment, with respect to at least one mode of supply. Thus, if
a signatory offered no market access or national treatment commitment for any mode of
supply within a sector, then that sector does not appear in its national schedule and trade
impediments remain unbound. As such, signatories may impose new or additional trade
restrictions pertaining to this sector in the future, but need not provide any information
regarding current restrictions, if any, in their schedules.

In addition, country schedules do not necessarily address all trade impediments that are
applied on across-industry basi's, because no protocol was established for scheduling such
measures. For industry-specific measures, the GATT Secretariat issued a Services Sectoral
Classification List that delineates service industries that were the subject of negotiations
during the Uruguay Round. Thus, industries that do not appear in a country’s schedule are
understood to be subject to unbound restrictions affecting market access and/or national
treatment. No corresponding list, however, was developed to indicate which cross-industry
issues should be addressed in national schedules. Consequently, where cross-industry
commitments on issues like investment, real estate transactions, subsidies and taxes, and

2 Cross-industry commitments apply to all industriesin asignatory’ s schedule and must be
referenced when discussing certain industry-specific commitments. It isimportant to note that
cross-industry commitments do not apply to industries for which no industry-specific
commitments were scheduled or where unbound limitations are specified. Repeated references
to cross-industry commitments may result in some redundancy across chapters, but improve the
discussion in terms of clarity and comprehensiveness.
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business visas are abosent, it is unclear whether these areas are subject to no restrictions, or
subject to unbound restrictions.

Finally, as noted earlier, identifying the difference between de facto and de jure?
restrictions emerged as another difficulty in analyzing the GATS. In some cases, trading
partners have listed restrictions that may not be enforced in practice. In thisinstance, a
country may appear to be more restrictive than it actually is. Conversely, some trading
partners impose informal regulatory practices on foreign service providers that constitute
effective trade barriers, yet do not appear in country schedules. Staff attempted to identify
all such regulations and practices through interviews with industry representatives and
government officials.

Organization of Report

Chapter 2 provides an overview of U.S. trade in services, both by industry and by trading
partner. Chapters 3 through 14 examine specific service industries. Finally, chapter 15
provides an overall perspective on the accomplishments of the Uruguay Round with respect
to services, and highlights significant aspects of the 12 trading partners' schedules with
respect to cross-industry commitments, industry-specific commitments, and exemptions
from most-favored-nation treatment. Chapter 15 employs quantitative techniques to
summarize the extent of binding commitments undertaken by the subject countries.

% De facto restrictions are restrictions that are imposed in practice, whereas de jure
restrictions are those that are imposed by law, but which may not be applied in practice.
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CHAPTER 2
Overview of I nternational Tradein
Services

| ntr oduction

This chapter provides some context for the industry-specific discussions that follow in
chapters 3 through 14. Examined first is the relationship between the “modes of supply”
framework used inthe General Agreement on Tradein Services (GATS), reviewed briefly
in chapter 1, and the framework used by data collection agencies to report on U.S. tradein
services. Presented next isan overview of U.S. trade in services and an examination of the
relative importance of the subject trading partners and industries.

M odes of Supply

Officia trade data pertaining to services are generally classified as either cross-border sales
or sales through affiliates located in foreign markets. In both cases, sales receipts are
reported before deductions for expenses and taxes, as gross sales figures are most directly
comparable across countries, industries, and firms. Cross-border service transactions are
explicitly delineated in a nation’ s balance of payments. By contrast, transactions through
affiliatesarenot. Instead, the income derived by the parent firm from sales by itsforeign-
based affiliates enters the balance of payments as investment income.> With respect to
affiliate transactions, this report covers only affiliate sales reported by majority-owned
affiliates® Data regarding sales by affiliates in which U.S. persons hold only minority
interests are not available on an industry-specific basis.

! This presentation is based substantively on official trade statistics prepared by the U.S.
Department of Commerce (USDOC), Bureau of Economic Analysis (BEA). The methodological
difficulties inherent in collecting information on cross-border and affiliate trade in services are
implicit in this presentation. Namely, trade datain the detail required for this report are available
only through 1995 for affiliate transactions, and only through 1996 for cross-border transactions.
In addition, the availability and comparability of information on certain industries vary according
to the mode of delivery and year, reflecting the reporting obligations of service providers, the
suppression of confidential data, and improvementsin BEA’s estimation and reporting
methodologies.

2 The balance of payments records income from both majority-owned affiliates and
minority-owned affiliates.

% Magjority-owned foreign affiliates of U.S. firms are defined as foreign affiliates for which the
combined direct and indirect ownership interest of al U.S. parents exceeds 50 percent.
Majority-owned U.S. affiliates of foreign firms are U.S.-based affiliates for which the combined
direct and indirect ownership interest of all foreign parents exceeds 50 percent. For reporting
purposes, the country in which the U.S.-based affiliate’ s “ ultimate beneficial holder” resides
receives credit for sdlesto U.S. persons. An ultimate beneficial holder of aU.S. affiliate isthe
entity, proceeding up the affiliate’ s ownership chain, that is not owned more than 50 percent by
another person.
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Services trade is categorized somewhat differently in the GATS, which identifies four
different modes of ddivering services. These four modes of supply are cross-border supply,
consumption abroad, commercid presence, and the presence of natural persons (figure 2-1).

Cross-border trade encompasses three of the four GATS modes of supply: cross-border
supply, consumption abroad, and the presence of natural persons. For example, when U.S.
firmsmail, dectronicaly tranamit, or otherwise transport services across a national border,
the payment received is recorded as a cross-border export in the U.S. balance of payments.
So, too, are transactions completed through consumption abroad, whereby services like
tourism or education are purchased outside the consumer’s home country. Sales made by
U.S. personswho have entered aforeign market temporarily (presence of natural persons)
are dso counted as cross-border exports. Such sales take place, for instance, when aU.S.
attorney briefly travels abroad to provide legal servicesto aforeign-based client, and then
returns to the United States.

Sales through affiliates are equated with the last GATS mode of supply, commercia
presence. A commercial presence exists when, for example, an advertising agency
establishesaforeign-based affiliate to sdll its servicesto other firmslocated in the foreign
market. Salesreceipts from majority-owned affiliates of U.S. parents are reported by data
collection agencies and the income returned to the U.S.-based parent enters the U.S. balance
of payments as investment income.

Cross-Border Trade

U.S. cross-border exports of services have consistently exceeded imports, resulting in a
surplus on the services trade account (figure 2-2). The U.S. surplus on private cross-border
trade in services increased from $11 billion in 1987 to $78 billion in 1996. As aresult,
trade in services has significantly reduced the deficit on the current account of the U.S.
balance of payments (figure 2-3).* Cross-border tradein services largely reflectstravel and
tourism, freight transportation, and passenger fares (predominantly air fares). Taken
together, these industries accounted for 53 percent of service exports and 65 percent of
service importsin 1996 (figure 2-4).

Private cross-border service exports grew by an average annual rate of 11 percent during
1987-96, increasing from $87 billion in 1987 to $221 billion in 1996. The strongest
growth in exports occurred in the professional service industries, which recorded average
annua export growth of 19 percent during this period. Intellectual-property-related
exports, measured by the collection of royalties and license fees, also increased rapidly, by
13 percent per year. Receipts from tourism and passenger fares grew by 13 percent per
annum during the period, reflecting an overal rise in the number of tourists visiting the
United States.

* The current account is one component of the balance of payments. The current account
reflects cross-border trade in merchandise and services, international flows of investment income,
and unilateral transfers (e.g., U.S. Government grants).

® This trend slowed somewhat in 1993 as recessionsin foreign economies discouraged
inbound tourism in the United States.

2-2



Figure 2-1
Modes of supply for international delivery of services

Services trade

Cross-border trade Sales through affiliates
Reported as exports and imports _Reported as investment income

in the balance of payments in the balance of payments
Cross-border supply: The service crosses Commercial presence: The service

the border to the consumer, while the supplier supplier establishes a “commercial
remains in its home country. For example, presence” in a foreign market, through
architectural services may be provided in the which it provides services to foreign
form of design drawings sent via mail to a consumers. For example, an advertising
consumer in a foreign country. firm might establish a commercial office

overseas to better provide services to
foreign customers.

Consumption abroad: The consumer crosses
the border to consume the service. A tourist
visiting a foreign country or a student studying
in a foreign university are examples of
consumption abroad.

Presence of natural persons: The service
supplier crosses the border temporarily to provide
a service through the presence of a “natural
person.” For example, an accountant might travel
abroad to provide services to a client.

Source: Compiled by the staff of the U.S. International Trade Commission.

Figure 2-2
Private cross-border service transactions: U.S. exports, imports, and
trade balance, 1987-961
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! Data exclude public sector transactions.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, July 1997, p. 65.
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Figure 2-3
U.S. merchandise, services, and current account balances, 1987-961
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* The balance on trade in services recorded in the balance of payments includes public sector and intracorporate
trade. The residual reflects the sum of net unilateral transfers and net investment income. The current account
balance reflects the sum of total net merchandise trade, net services trade, net unilateral transfers, and net investment
income.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, July 1997, p. 65.

Figure 2-4
U.S. cross-border service exports and imports,* by industry, 19962
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 1997, pp.
108-109.



Cross-border service imports expanded less quickly than exports. During 1987-96, U.S.
cross-border service imports grew by an average annual rate of 7 percent, increasing from
$76 billionin 1987 to $143 billion in 1996. Aswith exports, imports of professional and
intellectual -property-related services were the fastest growing, with average annual growth
rates of 18 percent and 17 percent, respectively, during 1987-96. With respect to the
professional services of interest in thisreport, imports of legal and accounting services grew
most quickly, by 33 percent and 29 percent, respectively. Also similar to exports, travel
and tourism services represented the largest category of imports, accounting for 34 percent
of al cross-border service importsin 1996. Growth in this sector measured 6 percent per
year during 1987-96.

Sales by M ajority-Owned Affiliates

Since many services reguire continuous contact between service providers and customers,
alarge share of international trade in services takes place through foreign-based affiliates.
In 1995, 48 percent of total U.S. service sales® were accounted for by foreign affiliates of
U.S. firms, and 54 percent of total U.S. service purchases were accounted for by U.S.-based
affiliates of foreign firms.” U.S. direct investment abroad increased the ranks of foreign
affiliates by almost 280 firms in 1995° and sparked a 20-percent increase in sales of
services (figure 2-5).°

During 1987-95, sales by U.S.-owned affiliates in foreign markets grew by an average
annual rate of over 13 percent, from $72 billion in 1987 to nearly $192 billion in 1995.
Insurance firms, wholesalers, securities firms, and certain professional service firms, such
as computer and data processing firms, accounted for the largest shares of sales through
U.S.-owned affiliates (figure 2-6). Meanwhile, U.S. purchases of servicesthrough U.S.-
based affiliates of foreign firms expanded less rapidly than sales, growing by an average
annud rate of under 13 percent during 1987-95, from $63 billion in 1987 to $159 billion
in 1995. Once again, insurance affiliates represented by far the largest source of U.S.
purchases in 1995 with 36 percent, reflecting the strong presence of foreign-owned
insurance companiesin the U.S. market. Transportation affiliates accounted for the next
largest share of U.S. purchases, 7 percent, followed closdly by real estate firms, with just
under 7 percent of total purchases.

® Includes both cross-border sales (exports) and affiliate sales.

" Trade figures referenced in this discussion include transactions between aforeign affiliate
and unaffiliated foreigners, aforeign affiliate and its U.S. parent company, and transactions
among different affiliates of the parent.

8 USDOC, BEA, Survey of Current Business, Oct. 1997, p. 54.

® Comparable datafor U.S. trade in services through affiliates are available only for the time
period 1987-95.
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Figure 2-5

Affiliate service transactions: U.S. sales, purchases, and balances,

1987-95
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 1997, p. 96.

Figure 2-6

Affiliate service transactions: U.S. sales and purchases, by industry, 1995*

Computer
Wholesale 11.8%

7.8%
Finance? Insurance
7.1% 18.4%

Transportation
5.0%
Motion pictures

4.2%

Accounting
3.1%
Engineering

0,
3.1% Other

39.4%

Total sales = $192 billion

* Due to rounding, figures may not add to 100 percent.

2Excludes transactions by depository institutions.
3 Excludes banking transactions.

Insurance

) 36.1%
Transportation
7.0%

Real estate
6.7%

Wholesale
5.9%

Motion pictures

5.4%
Other

Lodging 27 4%
. 0

4.7%
Finance®
4.3%
Engineering
2.5%

Total purchases = $159 billion

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business. Oct. 1997,

pp. 137-138.



U.S. Tradein Serviceswith Subject Trading
Partners

In 1996, cross-border services trade with the 12 subject trading partners'® represented an
estimated 5 percent of U.S. cross-border trade volume (figure 2-7).** By comparison,
cross-border services trade with the European Union (EU) accounted for 32 percent of total
cross-border services trade, while trade with Latin America and Japan accounted for 18
percent and 13 percent, respectively. The subject economies represent a dlightly larger
portion of affiliate trade in services. In 1995, the volume of affiliate trade with the 12
subject trading partners accounted for an estimated 7 percent of total U.S. affiliatetradein
sarvices. Aswith cross-border trade, affiliate transactions in services were dominated by
trade with the EU, which accounted for 52 percent of affiliate trade in 1995. Canadaand
Japan represented the second- and third-largest trading partners, accounting for 13 percent
and 11 percent of service transactions through affiliates, respectively.

Cross-Border Services Trade

The United States recorded a surplus in cross-border services trade with the subject
economies of over $2 hillion, or 3 percent of the total U.S. surplusin cross-border services
trade. Among the subject economies, Switzerland is clearly the largest trading partner and
the greatest contributor to the U.S. surplus. Switzerland alone accounts for 38 percent of
total U.S. exports to the subject countries, 32 percent of total U.S. imports from these
countries, and 57 percent of the surplusin cross-border services trade with these countries.
Eastern Europe and Norway account for 29 percent and 13 percent of subject country
exports, and 28 percent and 16 percent of subject country imports, respectively (figure 2-8).

Affiliate Transactions

The United States purchases more services through U.S.-based affiliates from the subject
countriesthan it sdlls. 1N 1995, U.S. purchases of services through affiliates exceeded sales
by $13 billion.

Thisprincipaly stems from affiliate service transactions with Switzerland, a consequence
of Swiss insurers penetration of the U.S. market. In 1995, Swiss insurers collected
premiums of $12.4 hillion from U.S. policyholders, whereas U.S. insurance firms collected
premiums of only $48 million from Swiss clients.

10 Data pertaining to U.S. trade with most of the subject trading partners is not reported
separately. Trade data providing the basis for estimatesis that reported for the European
continent, minus that reported for the European Union. This data captured U.S. trade with the
subject countries, as well as trade with Albania and the former Soviet Republics. Consequently,
staff estimates overstate the subject countries' volume of trade with the United States.

™ The volume of cross-border servicestrade is the sum of U.S. exports and imports of
services, and the volume of ffiliate trade is the sum of sales and purchases through foreign
affiliates.
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Figure 2-7
U.S. services trade volume, by region

Cross-border trade, 1996

EU
32.3%

Latin America

17.6%
X // Subject Countries
\\\\‘477 /// 50%
05
N /
Japan 7757
13.3%
Other
Canada 9
-anad 22.5%

Total trade volume = $364 billion

! Due to rounding, figures may not add to 100 percent.

1

Affiliate trade, 1995
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 1997,

pp. 110-111 and p. 136.

Figure 2-8
U.S. cross-border services trade with
partner, 1996"
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CHAPTER 3
Distribution Services'

| ntr oduction

The distribution industry provides four major services. commission agents services,
wholesale trade services, retail trade services, and franchising services.? Distinctions are
as follows: commission agents sell products supplied and typically owned by others to
retailers, wholesalers, or other individuals; wholesalers take title to products supplied by
others and subsequently resell them to retailers; retailers sell goods and services mostly to
individual consumers and households; and franchisors sell certain rights and privileges,
such as the right to use a retail business format or a trademark. In addition to selling
merchandise, wholesalers and retailers often provide inventory maintenance, credit, and
advertising services.

| nter national Trade in Distribution Services

Trade in distribution services comprises both affiliate and conventional cross-border
transactions. The two largest providers of distribution services, wholesalers and retailers,
predominantly conduct transactions through majority-owned, foreign-based affiliates.
Franchisors conduct trade on a cross-border basis, receiving royalties and licensing feesin
exchange for theright to use business formats, trademarks, and other intellectual property.
Commission agents' services may take place on both a cross-border and affiliate basis.
However, since commission agentstypicdly areindividuas or small businesses whose sales
aredifficult to capture in national data surveys, trade data on commission agents’ services
are unavailable.

Cross-Border Transactions

Franchising is the only distribution service that data collection agenciestrack on a cross-
border basis. 1n 1996, the United States received $425 million in franchising fees (exports)

! Among the individuals consulted by the United States International Trade Commission staff
in preparation of this report were those affiliated with the following organizations: Home Depot;
Office Depot; Pepsi-Cola; Estee Lauder; Tricon Restaurants International; Unisys Corp.; ToysR
Us; J.C. Penney; Liz Claiborne; Wal-Mart Stores; International Franchise Association; Law
Offices of Rudnick, Wolfe, Epstien & Zeidman; International Mass Retail Association;
International @Counsdl; the U.S./ASEAN Business Council; the American Chamber of
Commerce; and the Bureau of Economic Analysis (BEA), U.S. Department of Commerce
(USDOC).

2 These services are captured in the U.N. Central Product Classification (CPC) codes 621,
commission agents’ services; 622, wholesale trade services, 631, 632, 6111, 6113, and 6121,
retailing services; and 8929, franchising services.
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while paying out less than $500,000 (figure 3-1). After rebounding sharply in 1995, export
growth moderated in 1996, registering an increase of 3 percent.® In 1996, the European
Union accounted for 36 percent of U.S. franchising exports, making it the largest regional
market for U.S. cross-border exports (figure 3-2). The 12 trading partners examined in this
study accounted for approximately $11 million in export franchising fees, or about 4
percent of totd U.S. franchising exports. Among these countries, Norway and Switzerland
were most prominent, each accounting for exports of $2 million.

Sales by Majority-Owned Affiliates

Wholesale trade services represent the largest component of distribution services as well
as asignificant portion of all U.S. salesthrough foreign affiliates. Wholesale trade sales
by foreign affiliates of U.S. firms stood at $15 billion in 1995, while purchases amounted
to $9.4 billion (figure 3-3). U.S. sales through foreign-based affiliates increased by 9
percent in 1995, reversing the overall negative trend recorded during 1991-94 when sales
declined at an average annual rate of 3 percent (despite a modest increase in 1992).
European markets accounted for 57 percent of wholesale trade sales by foreign-based
affiliates of U.S. firms in 1995. Among the countries studied in this report, only
Switzerland receives separate treatment in official trade data. In 1995, Switzerland
accounted for 5 percent of all salesthrough U.S.-owned wholesaling affiliates.

Figure 3-1
Cross-border trade in franchise fees: U.S. exports, imports, and trade
balance, 1991-96
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Sept. 1994,
Nov. 1996, and Oct. 1997.

% In a1994 realignment of statistical data, BEA removed credit card enterprises that sell their
logos and systems to banks from franchise lists and reassigned them to financial datalists. This
accounts for much of the drop in exports. BEA representative, telephone interview by USITC
staff, Jan. 28, 1997.
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Figure 3-2
Franchise fees: U.S. cross-border exports, by principal markets, 1996*
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 1997.

Figure 3-3
Wholesale service transactions by majority-owned affiliates: U.S. sales,
purchases, and balance, 1991-95*
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! Data for 1991 understate U.S. purchases because selected data were suppressed in order to avoid disclosing
information about the operations of individual firms.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Sept. 1993,
Sept. 1994, Sept. 1995, Nov. 1996, and Oct. 1997.



In 1995, wholesd e trade services provided by U.S.-based effiliates of foreign firms declined
by 9 percent, reversing the trend of 51-percent average annua growth recorded during
1991-94. U.S. wholesale trade sales increased by 9 percent to $15 billion during 1995,
rebounding from alow of $13.8 billion in 1994.

Revenues generated by retailers constitute a much smaller proportion of total trade in
distribution services than those by wholesalers. In 1995, U.S. sales and purchases of
services through retailing affiliates amounted to only $1.1 billion and $576 million,
respectively (figure 3-4). In 1995, sales of services through foreign retailing affiliates of
U.S. firms continued the growth trend recorded during 1991-94, although limitations on
sales data published for 1994 preclude precise estimation of the growth rate in 1995.#
Purchasesincreased by 29 percent in 1995, after falling markedly by 45 percent, in 1994.

On aregional basis, Europe accounted for 69 percent of service sales through retailing
affiliates of U.S. parentsin 1995. Germany and the United Kingdom accounted for 23
percent and 9 percent, respectively. Among the countries examined in this report, only
Switzerland appears separately in the transactions data. 1n 1995, foreign retailing affiliates
of U.S. firms sold services valued at $30 million in Switzerland, while U.S.-based affiliates
of Swissfirms registered sales of $4 million.

Figure 3-4
Retail services transactions by majority-owned affiliates: U.S. sales,
purchases, and balance, 1991-95*
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! Data for 1994 understate U.S. sales because selected data were suppressed in order to avoid disclosing
information about the operations of individual firms.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Sept. 1994,
Sept. 1995, Nov. 1996, and Oct. 1997.

* Datafor 1994 are believed to understate U.S. sales through foreign affiliates because
selected data were suppressed by BEA in order to avoid disclosing information about the
operation of individua firms.
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Examination of Commitments on Distribution
Services

The schedules of commitments address a number of legidative or regulatory measures that
affect trade in distribution services (table 3-1). These measures generally limit the ability
of foreign distributors to establish acommercia presence in the subject markets and to staff
their establishments with nationals from their home country. Among the four types of
distributors, wholesalers and retailers rely most heavily on the freedom to establish
commercia presence in the form of a foreign affiliate. Consequently, barriers to
commercia presence adversaly affect these distribution services most. Franchising and
commission agents' services tend to be less affected by commercial presence barriers
because local residents typically own such establishments.

The primary barriers to commercial presenceinclude limitations on the size of sales area,
restrictions on equity holdings, and product or service exclusions due to state monopolies
or national interest. Restrictions regarding natural persons include nationality quotas,
residence requirements, and limitations on length of stay. Trade barriers to distribution
services may appear in the schedules as either cross-industry restrictions or industry-
specific restrictions, depending upon how each country completed its schedule.®

Limitations on the activities of distribution service firms have a variety of effects.
Redtrictionson equity investment, for example, may limit the ability of foreign distribution
sarvice firmsto retain control over their foreign affiliates. Limits on the size of sales area
may prevent certain large-scale retailers and wholesalers from entering the market. State
monopolies on the distribution of selected products and exclusion from product or service
areas considered to be of national interest may adversdly affect service firms by limiting
product mix. Findly, restrictions on the temporary entry and stay of natural persons, such
as nationdity quotas, residence requirements, and limits on the length of stay, may restrict
the ability of distribution firms to select and manage staff.

Of the 12 countries examined in this report, only Turkey declined to schedule commitments
on distribution services. As aresult, Turkey may impose additional market access and
national treatment limitations on foreign distribution service firms in the future without
penalty. Of the remaining countries, Poland and Bulgaria scheduled the most restrictive
commitments. lceland and Slovenia scheduled the most favorable commitments on
distribution services, however, both Iceland and Slovenia exclude certain product
categories. U.S. distribution firms identify Switzerland, Poland, Hungary and the Czech
Republic as more important markets. Bulgaria and Romania aso are of great interest U.S.
distributors, but the uncertain economic climate in these countries may deter significant
investment at thistime.

® See appendix E for a detailed presentation of the cross-industry commitments. In addition,
general exemptions to most-favored-nation treatment are listed in appendix F.
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Table 3-1

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Bulgaria®

COMMISSION AGENTS’
SERVICES:

Market Access: Unbound
National Treatment: Unbound

COMMISSION AGENTS’
SERVICES:

Market Access: None
National Treatment: None

COMMISSION AGENTS’
SERVICES:

Market Access: None
National Treatment: None

COMMISSION AGENTS'
SERVICES:

Market Access:

» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

» CPC 62113 (part) - Sales on a
fee or contract basis of building
materials and industrial and
technical chemicals.

* CPC 62114 (part) - Sales on a
fee or contract basis of
machinery, industrial equipment
and vehicles other than motor
vehicles, bicycles, and
motorcycles.

» CPC 62115 - Sales on a fee or
contract basis of furniture,
household goods, hardware,
and ironmongery.

* CPC 62116 - Sales on a fee or
contract basis of textiles,
clothing, and footwear.

These commitments exclude:

* CPC 62111 - Sales on a fee or
contract basis of agricultural raw
materials and live animals.

* CPC 62112 - Sales on a fee or
contract basis of food products,
beverages, and tobacco.

* CPC 62113 (part) - Sales on a
fee or contract basis of fuels,
metals, ores, and timber.

* CPC 62114 (part) - Saleson a
fee or contract basis of medical
and surgical equipment and
orthopedic devices.

* CPC 62117 - Sales on a fee or
contract basis of pharmaceutical
and medical goods and
cosmetics.

* CPC 62118 - Sales on a fee or
contract basis of goods not
elsewhere classified.




Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Bulgaria® (continued)

WHOLESALE TRADE
SERVICES:

Market Access: Unbound
National Treatment: Unbound

WHOLESALE TRADE
SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE

SERVICES:

Market Access:

» License required for specialized
wholesaling services.

» Access may be limited subject
to an economic needs test.?

National Treatment: Unbound

WHOLESALE TRADE SERVICES:

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 61111 - Wholesale trade
of motor vehicles.

* CPC 6113 (part) - Wholesale
trade of parts and accessories
of motor vehicles.

» CPC 6121 - Wholesale trade of
motorcycles, snowmobiles, and
related parts and accessories.

* CPC 622 (part) - Wholesale
trade services.

These commitments exclude:

* CPC 6113 (part) - Wholesale
trade of unspecified parts and
accessories of motor vehicles.

« CPC 62211 - Wholesale trade
of grain oilseeds and oleaginous
fruits, seeds, and animal feed.

» CPC 62213 - Wholesale trade
of unmanufactured tobacco.

» CPC 62226 (part) - Wholesale
trade of alcoholic beverages.

» CPC 62228 - Wholesale trade
of tobacco products.

» CPC 6225 - Wholesale trade of
pharmaceutical and medical
goods and cosmetics.

» CPC 62265 (part) - Wholesale
trade of jewelry with precious
stones.

» CPC 6227 - Wholesale trade of
non-agricultural intermediate
products, waste, scrap, and
materials for recycling.




Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Bulgaria® (continued)

RETAILING SERVICES:
Market Access: Unbound
National Treatment: Unbound

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:

Market Access:

«» License required for specialized
wholesaling services.

» Access may be limited subject
to an economic needs test.?

National Treatment: None

RETAILING SERVICES:
Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 61112 - Retailing services
of motor vehicles.

» CPC 6113 (part) - Retailing
services of parts and
accessories of motor vehicles.

» CPC 6121 (part) - Retailing
services of motorcycles,
snowmobiles, and related parts
and accessories.

» CPC 631 (part) - Retailing
services of food.

These commitments exclude:

» CPC 6113 (part) - Retailing
services of unspecified parts
and accessories of motor
vehicles.

» CPC 63107 - Retailing services
of beverages not consumed on
the spot.

» CPC 63108 - Retailing services
of tobacco products.

» CPC 632 - Retailing services of
non-food items. In light of the
exclusion of the following
subsectors, Bulgaria's exclusion
on this broad sector may be
unintentional.

» CPC 63211 - Retailing services
of pharmaceutical, medical, and
orthopedic goods.

» CPC 63292 (part) - Retailing
services of watches, clocks, and
jewelry.

» CPC 63297 - Retailing services
of fuel oil, bottled gas, coal, and
wood.




Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Bulgaria® (continued)

FRANCHISING SERVICES:
Market Access:

» Access is granted to juridical

persons only.
National Treatment: None

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:

Market Access: Unbound
National Treatment: None

FRANCHISING SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

With respect to CPC 63297, it
appears that Bulgaria transposed
the ‘2" and the ‘9", as the schedule
lists CPC 63927, a code which
does not exist.

These commitments cover:

* CPC 8929 - Other non-financial
intangible assets (Franchising
services).

Czech Republic

WHOLESALE TRADE
SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE
SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE
SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

These commitments cover:
* CPC 622 - Wholesale trade
services.

RETAILING SERVICES:
Market Access:

» Unbound except for mail order,

for which there are no
limitations.
National Treatment: None

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

These commitments cover:

* CPC 6111 - Sales of motor
vehicles.

* CPC 6113 - Sales of parts and
accessories of motor vehicles.

« CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Czech Republic
(continued)

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:
Market Access: None
National Treatment: None

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:
Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 8929 - Other non-financial
intangible assets (Franchising
services).

These commitments exclude:

» Trade in arms, ammunition,
explosives, some chemical
products, drugs, and precious
metals for all distribution
services.

The Czech Republic did not

schedule commitments on:

» CPC 621 - Commission agents’
services.

Hungary

WHOLESALE TRADE,
RETAILING, AND

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE,
RETAILING, AND FRANCHISING
SERVICES:

Market Access: None

National Treatment: None

WHOLESALE TRADE,
RETAILING, AND

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE,
RETAILING, AND FRANCHISING
SERVICES:

Market Access:

» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 6111 - Sales of motor
vehicles.

» CPC 6113 - Sales of parts and
accessories of motor vehicles.

« CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

* CPC 622 - Wholesale trade
services.

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.

» CPC 8929 - Other non-financial
intangible assets (Franchising
services).

Hungary did not schedule

commitments on:

» CPC 621 - Commission agents’
services.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Iceland

ALL DISTRIBUTION
SERVICES:

Market Access: None
National Treatment: None

ALL DISTRIBUTION SERVICES:

Market Access: None
National Treatment: None

ALL DISTRIBUTION SERVICES:

Market Access: None
National Treatment: None

ALL DISTRIBUTION SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment: None

These commitments cover:

* CPC 6111 - Sales of motor
vehicles.

* CPC 6113 - Sales of parts and
accessories of motor vehicles.

« CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

» CPC 621 - Commission agents’
services.

* CPC 622 - Wholesale trade
services.

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.

» CPC 8929 - Other non-financial
intangible assets (Franchising
services).

These commitment exclude:

» Trade in arms, alcoholic
beverages, tobacco, and
pharmaceutical products for all
distribution services.

Liechtenstein

COMMISSION AGENTS’
SERVICES:

Market Access: None
National Treatment: None

COMMISSION AGENTS’
SERVICES:

Market Access: None
National Treatment: None

COMMISSION AGENTS’
SERVICES:

Market Access: None
National Treatment: None

COMMISSION AGENTS'

SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

These commitments cover:
* CPC 621 - Commission agents’
services.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Liechtenstein
(continued)

WHOLESALE TRADE AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
RETAILING SERVICES:

Market Access: Restrictions are
maintained on the permissible size
of the sales area.

National Treatment: None

WHOLESALE TRADE AND
RETAILING SERVICES:

Market Access:

» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 6111 - Sales of motor
vehicles.

* CPC 6113 - Sales of parts and
accessories of motor vehicles.

« CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

* CPC 622 - Wholesale trade
services.

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.

These commitments exclude:
» Retailing through mobile sales
units.

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:
Market Access: None
National Treatment: None

FRANCHISING SERVICES:
Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

» CPC 8929 - Other non-financial
intangible assets (Franchising
services).

These commitments exclude:

» Services related to goods that
are subject to import
authorization.

« Services related to
pharmaceuticals, toxics,
explosives, weapons,
ammunition, and precious
metals.

MFN exemption:

 Preferential treatment is
accorded in granting work
permits to employees of
enterprises of member countries
of the Convention establishing
the European Free Trade
Association.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Norway

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND

FRANCHISING SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

These commitments cover:

* CPC 622 - Wholesale trade
services.

* CPC 8929 - Other non-financial
intangible assets (Franchising
services).

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:

Market Access: None

National Treatment:

» 2 years prior residency in
Norway required for the branch
manager of a foreign company
and for the majority of the board
members of a foreign-controlled
company.

RETAILING SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

» 2 years prior residency in Norway
required for the branch manager
of a foreign company.

These commitments cover:

* CPC 6111 - Sales of motor
vehicles.

» CPC 6113 - Sales of parts and
accessories of motor vehicles.

* CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.

These commitments exclude:

» Import and trade in alcohol,
arms, pharmaceuticals, fish,
and grain for all distribution
services.

Norway did not schedule

commitments on:

» CPC 621 - Commission agents’
services.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Poland

WHOLESALE TRADE
SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE
SERVICES:

Market Access: None
National Treatment: None

WHOLESALE TRADE

SERVICES:

Market Access:

 License required to establish a
company that provides
wholesale trade in imported
consumer goods.

National Treatment: None

WHOLESALE TRADE SERVICES:

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment: None

These commitments cover:

* CPC 622 - Wholesale trade
services, except as indicated
below.

These commitments exclude:

» CPC 62226 - Wholesale trade
services of beverages.

» CPC 62228 - Wholesale trade
services of tobacco products.

« CPC 62251 - Wholesale trade
services of pharmaceutical and
medical goods.

» CPC 62252 - Wholesale trade
services of surgical and
orthopedic instruments and
devices.

RETAILING SERVICES:
Market Access: Unbound
National Treatment: Unbound

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:
Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment: None

These commitments cover:

* CPC 631 - Food retailing
services, except as indicated
below.

» CPC 632 - Non-food retailing
services, except as indicated
below.

These commitments exclude:

» CPC 63107 - Retail sales of
beverages not consumed on the
spot.

» CPC 63108 - Retail sales of
tobacco products.

* CPC 63211 - Retail sales of
pharmaceutical, medical, and
orthopedic goods.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Poland (continued)

Poland did not schedule

commitments on:

* CPC 6111 - Sales of motor
vehicles.

* CPC 6113 - Sales of parts and
accessories of motors vehicles.

* CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

» CPC 621 - Commission agents’
services.

* CPC 8929 - Other non-financial
intangible assets (Franchising
services).

Romania

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:

Market Access:

» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» None except as indicated in the
cross-industry commitments.

These commitments cover:

» CPC 621 - Commission agents’
services.

* CPC 622 - Wholesale trade
services.

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.

These commitments exclude:

« Distribution of arms,
ammunition, explosives,
narcotics and medicines
containing narcotics, tobacco
products and paper for
cigarettes, alcohol and spirits.

Romania did not schedule

commitments on:

* CPC 6111 - Sales of motor
vehicles.

* CPC 6113 - Sales of motor
vehicle parts and accessories.

* CPC 6121 - Sales of
motorcycles, snowmobiles and
their parts and accessories.

» CPC 8929 - Other non-financial
intangible assets (Franchising
services).
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Slovak Republic

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access: None
National Treatment: None

WHOLESALE TRADE AND
FRANCHISING SERVICES:
Market Access:

» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 622 - Wholesale trade
services.

* CPC 8929 - Other non-financial
intangible assets (Franchising
services).

RETAILING SERVICES:

Market Access:

» Unbound except for mail order,
for which there are no
limitations.

National Treatment: Unbound

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:
Market Access: None
National Treatment: None

RETAILING SERVICES:
Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

» CPC 631 - Food retailing
services.

» CPC 632 - Non-food retailing
services.

» CPC 6111 - Sales of motor
vehicles.

* CPC 6113 - Sales of motor
vehicle parts and accessories.

* CPC 6121 - Sales of
motorcycles, snowmobiles and
their parts and accessories.

These commitments exclude:

» Trade in arms, ammunition,
explosives, some chemical
products, drugs, and precious
metals.

The Slovak Republic did not

schedule commitments on:

» CPC 621 - Commission agents’
services.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Slovenia

ALL DISTRIBUTION
SERVICES:

Market Access: None
National Treatment: None

ALL DISTRIBUTION SERVICES:

Market Access: None
National Treatment: None

ALL DISTRIBUTION SERVICES:

Market Access: None
National Treatment: None

ALL DISTRIBUTION SERVICES:
Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

e CPC 61112 - Retail sales of
motor vehicles.

* CPC 6113 - Sales of parts and
accessories of motor vehicles.

* CPC 6121 - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

» CPC 621 - Commission agents’
services.

* CPC 622 - Wholesale trade
services.

* CPC 631 - Food retailing
services.

» CPC 632 (part) - Non-food
retailing services.

» CPC 8929 - Other non-financial
intangible assets (Franchising
services).

These commitments exclude:

« Distribution of pyrotechnical
goods, ignitable articles and
blasting devices, firearms,
ammunition and military
equipment, toxic substances
and certain medical substances.

* CPC 61111 - Wholesale trade
services of motor vehicles.

* CPC 63211 - Retail sales of
pharmaceutical, medical, and
orthopedic goods.
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Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Switzerland

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:
Market Access: None
National Treatment: None

COMMISSION AGENTS’,

WHOLESALE TRADE, AND

RETAILING SERVICES:

Market Access:

* Some cantons have restrictions
on the size of the sales area.

National Treatment: None

COMMISSION AGENTS’,
WHOLESALE TRADE, AND
RETAILING SERVICES:

Market Access:

» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 6111 (part) - Retail sales
of motor vehicles.

» CPC 6113 (part) - Sales of parts
and accessories of motor
vehicles.

* CPC 6121 (part) - Sales of
motorcycles and snowmobiles
and related parts and
accessories.

» CPC 621 (part) - Commission
agents’ services.

» CPC 622 (part) - Wholesale
trade services.

» CPC 631 (part) - Food retailing
services.

* CPC 632 (part) - Non-food
retailing services.

These commitments exclude:

» Services related to goods
subject to import authorization.

 Services related to
pharmaceuticals, toxics,
explosives, weapons,
ammunition, and precious
metals.

» Retailing through mobile sales
units.




Table 3-1, continued

Highlights of industry-specific restrictions on distribution services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Switzerland
(continued)

FRANCHISING SERVICES:
Market Access: None
National Treatment: None

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:

Market Access: None
National Treatment: None

FRANCHISING SERVICES:
Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 8929 - Other non-financial
intangible assets (Franchising
services).

MFN exemption:

 Preferential treatment is
accorded in granting work
permits to employees of
enterprises of member countries
of the Convention establishing
the European Free Trade
Association.

* Turkey did not offer any commitments on distribution services.
2 With respect to all distribution services, Bulgaria’s commitments exclude:

» Wholesale or commission agents’ trade services supplied at commodity exchange markets operated on a permanent basis.

» Distribution services of tobacco and tobacco products; alcoholic beverages; pharmaceutical, medical and orthopedic goods; weapons, munitions, and military equipment; precious metals, precious
stones, and articles thereof; petroleum and petroleum products.
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® Criteria for economic needs tests: the number of, and the impact on, existing stores; population density; geographic spread; and impact on traffic conditions.



Bulgaria

Bulgaria' s commitments on distribution services are complex as they exclude many discrete
sarvices and product areas. Bulgaria' s commitments do not apply to commission agents' and
whol esale services supplied at commodity exchange markets operated on a permanent basis.
In addition, the commitments exclude al measures affecting distribution of tobacco and tobacco
products;® alcoholic beverages; pharmaceutical,” medical and orthopedic goods; weapons,
munitions, and military equipment; precious metals, precious stones, and articles thereof; and
petroleum and petroleum products.

For commission agents services, Bulgaria' s commitments cover sales on afee or contract basis
of building materias,; industrial and technical chemicals; most machinery and industrial
equipment; vehicles other than motor vehicles, bicycles, and motorcycles; furniture, household
goods, hardware, and ironmongery; and textiles, clothing, and footwear.2 Commission agents
who sl these products through commercial presences receive full market access and national
treatment. Commission agents providing services through cross-border supply however, are
subject to unbound restrictions.

Bulgaria' s commitments on wholesale trade services apply to the wholesale trade of motor
vehicles and related parts and accessories; motorcycles, snowmobiles and related parts and
accessories; and most non-agricultural and non-pharmaceutical products.® Restrictions on
wholesale services provided through cross-border supply remain unbound, while services
provided through acommercial presence may be subject to licensing procedures and economic
needs tests.'?

Bulgaria' s commitments on retailing services are nearly identical to those on wholesaling
sarvices. Retailing commitments pertain to motor vehicles and related parts and accessories,
motorcycles, snowmobiles, and related parts and accessories; food; and apparently most non-

® Licensing by the Ministry of Finance is required for the production and distribution of
tobacco and tobacco products. Bulgarian Government official, interview by USITC staff, Sofia,
Bulgaria, Feb. 17, 1998.

" The Ministry of Health is responsible for licensing wholesale and retail trade of
pharmaceuticals. Bulgarian Government official, interview by USITC staff, Sofia, Bulgaria, Feb.
17, 1998.

8 Bulgaria's commitments on commission agents' services do not apply to saleson afee or
contract basis of motor vehicles, related parts and accessories; agricultural raw materials and live
animals; food products, beverages, and tobacco; fuels, metals, ores, and timber; medical and
surgical equipment and orthopedic devices; and pharmaceutical and medical goods and
cosmetics.

® Bulgaria's commitments on wholesal e trade services exclude wholesale trade of some
unspecified parts and accessories of motor vehicles; grain oilseeds and oleaginous fruits, seeds,
and animal feed; unmanufactured tobacco; a coholic beverages; tobacco products;
pharmaceutical and medical goods and cosmetics; jewelry with precious stones; and
non-agricultural intermediate products.

19 The criteria for economic needs tests include the number of and the impact on existing
stores, population density, geographic spread, and traffic conditions.
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food items!* Measures affecting services provided through cross-border supply remain
unbound. For services provided through a commercial presence, market access may be subject
to licensing procedures and economic needs tests, but national treatment is guaranteed.

Bulgaria' s commitments on cross-border supply of franchising services indicate that national
treatment is guaranteed, but that market access is granted only to juridical persons. In other
words, the franchisor must be established as a corporation or other legal business entity. For
franchising services provided through a commercial presence, Bulgaria guarantees national
treatment but |eaves measures affecting market access unbound. This means that Bulgaria may
impose exigting or future limitations on market access, but any such measures will apply equally
to domestic and foreign firms. Reportedly, franchising in Bulgaria is treated similarly to
financial leasing and at present there are no restrictions.*?

Bulgaria' s commitments regarding the presence of natural persons are delineated in its cross-
industry commitments. Intra-corporate transfers of senior executives and specialists employed
with the parent company for at |east the year immediately preceding entry are granted an initial
1-year term of stay, which may be extended by 1-year increments for a maximum stay of 3
years. The number of employees transferred in this manner is limited to 10 percent of the
average annua number of the Bulgarian citizens employed by the entity.** Residence and work
permits are required for such intra-corporate transferees. Additional personnel engaged in sales
negotiations or arrangements pertaining to the initial establishment of acommercia entity are
permitted entry and stay for amaximum of 90 dayswithin 1 calendar year. These professionals
require abusiness visitor visa.

Czech Republic

The Czech Republic scheduled fairly broad commitments pertaining to wholesale, retail, and
franchising services. However, the Czech Republic excluded commission agents' services from
the scope of its schedule, which meansthat trade limitations on this form of distribution remain
unbound. In addition, the Czech Republic’s commitments exclude trade in arms, ammunition,
explosives, some chemical products, drugs, and precious metals.

For wholesale trade of all other products, the Czech Republic accords full market access and
national treatment to foreign firms offering services through the most important modes of
supply, cross-border supply and commercial presence. For retailing services, the Czech
Republic accords full market access and national treatment to foreign firms operating as
commercial presences, while leaving measures affecting cross-border supply unbound except
for mail order services, for which there are no restrictions. Finally, with respect to franchising
sarvices, the Czech Republic guarantees full market access and national treatment for both key
modes of supply.

With respect to wholesaling, retailing, and franchising services, the Czech Republic leaves
limitations pertaining to natura persons unbound except for cross-industry measures permitting

! Bulgaria's retailing commitments exclude unspecified parts and accessories of motor
vehicles; beverages not consumed on the spot; tobacco products; pharmaceutical, medical, and
orthopedic goods; watches, clocks, and jewelry; fuel oil, bottled gas, coal, and wood.

12 Bulgarian Government officials, interviews by USITC staff, Sofia, Bulgaria, Feb. 17, 1998.

13 Subject to authorization, the number of intra-corporate transferees may exceed 10 percent if
the entity employs less than 100 persons.
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the entry and temporary stay of personnel. Senior executives and specialists'* with at least 1
year of employment with the parent company are dlowed temporary presence asintra-corporate
transferees. Senior executives are allowed temporary presence without the 1-year-employment
criteria if their purpose is to establish a commercial presence. Representatives of a service
provider are allowed similar consideration if they are engaged in negotiating the sale of, or
entering into agreement to sell, services, but are not allowed to make direct sales to the public
or supply the sarvicethemsdlves. However, the Czech Republic declined to specify permissible
lengths of stay for natura persons. Although no binding is undertaken in this respect, the Czech
Republic may not impose conditions on entry and temporary stay that nullify the benefits
accorded to foreign service providers by industry-specific commitments.®> Czech regulatory
bodies presumably exercise considerable discretion in determining when the benefits of
industry-specific commitments are nullified.

Hungary

Hungary made broad commitments to accord full market access and national treatment to
foreign wholesalers, retailers, and franchisors providing services through cross-border supply
and commercid presence. Hungary’s commitments apply to all product categories, but do not
cover services provided by commission agents.

Hungary’s limitations on the presence of natural persons remain unbound except for cross-
industry measures permitting the entry and temporary stay of senior officials,*® internationally
recognized persondlities, intra-corporate transferees, and business visitors. One senior official
per business venture is allowed entry and temporary stay for the duration of the business
directed by that senior official. Internationally recognized personalities invited by higher
educationd indtitutions, scientific research indtitutes, or public educational institutes are granted
staysfor the duration of the invitation. Senior executives, managers, and specialists who enter
as intra-corporate transferees must have been employed by the parent company for at least 1
year without interruption. Business visitors engaged in negotiating the sale of services are
permitted entry and stay for a maximum of 90 days.

However, Hungary declined to specify permissible lengths of stay for intra-corporate
transferees. Although no binding is undertaken in this respect, Hungary may not impose
conditions that nullify the benefits accorded to foreign service providers by industry-specific
commitments.t” Hungarian regulatory bodies presumably exercise considerable discretion in
determining when the benefits of industry-specific commitments are nullified.

4 Unless otherwise specified, specialists are defined as persons who possess high or
uncommon qualifications and knowledge essential to the establishment’s service, research
equipment techniques, or management.

5 GATT Secretariat, Scheduling of Initial Commitmentsin Trade in Services: Explanatory
Note, Nov. 30, 1993 (MTN.GNS/W/164/Add.1).

18 Senior officials are defined as managers who have the highest rank within an organization.

Y GATT Secretariat, Scheduling of Initial Commitmentsin Trade in Services: Explanatory
Note.
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| celand

Iceland’ s commitments accord full market access and national treatment to foreign providers
of all distribution services through both cross-border supply and commercial presence.
Iceland’ s commitments apply to all product categories except for arms, al coholic beverages,
tobacco, and pharmaceutical products. Aside from these product exclusions, Iceland's
commitments are more extensive than other countries in this study.

With respect to the presence of natural persons, Iceland’ s limitations remain unbound except
for cross-industry measures permitting the entry and temporary stay of executives, managers,
specialists, and service sdllers. Iceland declined to specify permissible lengths of stay.
Although no binding is undertaken in this respect, Iceland may not impose conditions that
nullify the benefits accorded to foreign service providers by industry-specific commitments.
Icelandic regulatory bodies presumably exercise considerable discretion in determining when
the benefits of industry-specific commitments are nullified.

Liechtenstein

Liechtenstein accords full market access and national treatment to foreign providers of most
distribution services through most modes of supply, but its commitments do not apply to
distribution of pharmaceutica products, toxic chemicals, explosives, weapons, ammunition and
precious metals. Liechtenstein accords full market access and national treatment to foreign
commission agents and franchisors providing services through cross-border supply and
commercial presence. Liechtenstein also grants full market access and nationa treatment to
retailers and wholesalers that provide services through cross-border supply, but with regard to
commercid presence, both wholesalers and retailers face restrictions on the permissible size of
the salesarea. However, since national treatment is accorded, measures regarding sales areas
will affect foreign and domestic retailers and wholesalers alike. Liechtenstein’s commitments
also exclude retailing through mobile sales units. Under an MFN exemption, Liechtenstein
grants, on a preferential basis, work permits to employees of enterprises based in member
countries of the European Free Trade Association.

Liechtenstein’ s limitations on the presence of natural persons remain unbound except for cross-
industry measures permitting the entry and temporary stay of intra-corporate transferees and
business visitors. Executives, senior managers, and specialists who enter as intra-corporate
transferees must have been employed by the parent company for at least 1 year preceding entry.
Intra-corporete transferees are granted a 3-year period of stay. Liechtenstein declined to specify
permissible lengths of stay for business visitors, but under the terms of the GATS, it may not
impose conditions that nullify the benefits accorded to these providers by industry-specific
commitments.® Liechtenstein’s regulatory bodies presumably exercise considerable discretion
in determining when the benefits of industry-specific commitments are nullified. I1n addition,
business visitors are required to possess residence and work permits, the latter of which may be
available to foreign service providers only in limited numbers.

8 | bid.
9 1bid.
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Norway

Norway scheduled commitments on wholesaling, retailing, and franchising, but declined to
schedule commitments on commission agents' services, thereby leaving restrictions on the latter
unbound. In addition, Norway’s schedule indicates that unbound restrictions apply to the
distribution of alcohol, arms, pharmaceuticals, fish, and grain.

Norway's commitments accord full market access and national treatment to foreign wholesalers
and franchisors providing services through cross-border supply and commercial presence.
Norway accords the same guarantee for retailing services provided through cross-border supply.
However, for retailing services provided through a commercial presence, Norway requires 2-
years prior residency for branch managers of aforeign-controlled company. The 2-year prior
residency rule also applies to the majority of aforeign-controlled company’s board members.

With respect to the presence of natural persons, Norway’s limitations remain unbound except
for cross-industry measures permitting the entry and temporary stay of executives, managers,
specialists, and business visitors. Executives, managers, and specialists who wish to enter as
intra-corporate transferees are allowed a 2-year period of stay. Business visitors engaged in
negotiating the sale of, or entering into agreements to sall services, and senior executives
responsible for the establishment of a commercial presence are permitted entry and stay for a
maximum of 90 days.

Poland

Poland scheduled commitments that accord market access and national treatment to foreign
providers of wholesale and retail services only. Poland declined to schedule commitments on
commission agents' or franchising services, thereby leaving restrictions affecting these services
unbound. In addition, Poland’s commitments exclude the wholesaling of beverages, tobacco
products, pharmaceuticals, medical goods, cosmetics, surgical instruments and devices, and
orthopedic instruments and devices. Poland also excludes retail trade of beverages not
consumed immediately, tobacco products, and pharmaceutical, medical and orthopedic goods.
With respect to wholesale trade in nonrestricted products, there are no limitations on cross-
border supply, but foreign wholesalers must be licensed to distribute imported goods through
a commercial presence. With respect to retail services, Poland imposes no restrictions on
commercial presence, but indicates that restrictions on cross-border supply remain unbound.

Poland’s limitations on the presence of natural persons remain unbound except for cross-
industry measures permitting the entry and temporary stay of managers, speciaists, and
businessvisitors. Intra-corporate transfers of managers and specialists employed by the parent
company for at least 1 year are granted a 1-year period of stay which may be extended. Entry
for such intra-corporate transferees is contingent on a market test.® Business visitors engaged
in negotiations or the conclusion of transactions are alowed 90-day stays. Additional cross-
industry commitments concerning national treatment for the presence of natural persons specify

2 A market test is essentially an assessment of whether local workers can perform the tasks
that would otherwise be assigned to intra-corporate transferees. Application of the test may limit
the entry of foreign workers or increase the discretion of government authoritiesin issuing
business visas.
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that al foreigners and foreign entities are required to seek permission for the direct or indirect
acquisition of real estate, which may affect the establishment of distribution outlets.

Romania

Romania scheduled fairly broad commitments that accord market access and national treatment
to foreign providers of commission agents', wholesale, and retail services. However, Romania
excluded franchising services from the scope of its schedule, which means that restrictions
remain unbound. In addition, Romania s commitments exclude trade in arms, ammunition,
explosives, narcotics and medicines containing narcotics, tobacco products and paper for
cigarettes, alcohol and spirits, motor vehicles, motor vehicle parts and accessories, and
motorcycles and snowmobiles and related parts and accessories. For retailing, wholesaling, and
commission agents' services, Romania accords full market access and national treatment for
services provided through cross-border supply and commercial presence.

With respect to the presence of natural persons, Romania s limitations remain unbound except
for cross-industry measures permitting the entry and temporary stay of managers and experts.?
Romania declined to specify permissible lengths of stay, but under the terms of the GATS,
Romania may not impose conditions on entry and temporary stay that nullify the benefits
accorded to foreign sarvice providers by industry-specific commitments.?? Romanian regul atory
bodies presumably exercise considerable discretion in determining when the benefits of
industry-specific commitments are nullified.

Slovak Republic

The Sovak Republic scheduled fairly broad commitments to accord market access and national
treatment to foreign providers of wholesale, retail, and franchising services. However, the
Slovak Republic excluded commission agents' services from the scope of its schedule, which
means that any applicable restrictions remain unbound. In addition, the Slovak Republic's
commitments exclude trade in arms, ammunition, explosives, some chemical products, drugs,
and precious metals. With respect to franchising and wholesale trade of nonrestricted products,
the Sovak Republic scheduled commitmentsto accord full market access and national treatment
to foreign firms offering services through both cross-border supply and commercial presence.
With respect to retailing services, the Slovak Republic scheduled commitments to accord full
market access and national treatment for services provided through commercia presence.
However, market access restrictions affecting cross-border supply remain unbound except for
mail order sarvices, for which there are no restrictions. This indicates that the Slovak Republic
has retained some discretion to limit cross-border retailing servicesin the future.

The Slovak Republic’s limitations on the presence of natural persons remain unbound except
for cross-industry measures permitting the entry and temporary stay of senior executives,
specialists, and business representatives. Senior executives and specialists who enter as intra-
corporate transferees must have been employed by the parent company for at least 1 year
immediately preceding entry. Senior executives are alowed temporary presence without

2 Experts are defined as persons who have university degreesin the speciaty of the position
they occupy.

2 GATT Secretariat, Scheduling of Initial Commitmentsin Trade in Services: Explanatory
Note.
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mesting the 1-year employment criteriaif their purposeisto establish acommercial presence.
Business representatives are allowed similar consideration if they are engaged in negotiating the
sdeof, or entering into agreement to sell, services, but do not make direct sales to the public or
supply the service themsdlves.

The Slovak Republic declined to specify permissible lengths of stay for intra-corporate
transferees. Although no binding is undertaken in this respect, the Slovak Republic may not
impose conditions that nullify the benefits accorded to foreign service providers by industry-
specific commitments® The Slovak Republic’'s regulatory bodies presumably exercise
consderable discretion in determining when the benefits of industry-specific commitments are
nullified.

Slovenia

Slovenia s commitments accord full market access and national treatment to foreign service
providers of al distribution services through both cross-border supply and commercial presence.
However, Slovenia' s commitments exclude all sales of pyrotechnical goods, ignitable articles
and blasting devices, firearms, ammunition and military equipment, toxic substances and certain
medical substances; retail sales of pharmaceutical, medical, and orthopedic goods; and the
wholesale trade of motor vehicles.

Slovenia s limitations on the presence of natural persons remain unbound except for cross-
industry measures permitting the entry and temporary stay of senior executives, specialists, and
business visitors. Senior executives and specialists who enter as intra-corporate transferees
must have been employed by the parent company for at least 3 yearsimmediately preceding
entry and must possess business visas and residence permits. Such intra-corporate transferees
are granted a 1-year term of stay which may be extended. Business visitors engaged in activities
related to the conduct of business, including negotiating the sale of services and preparing the
establishment of acommercia presence, are permitted entry and stay for a maximum of 90 days.

Switzerland

Switzerland scheduled fairly broad commitments that accord market access and national
treatment to foreign providers of all distribution services through cross-border supply and
commercial presence. However, Switzerland’s commitments exclude distribution of goods
subject to import authorization, pharmaceutical products, toxics, explosives, weapons,
ammunition, and precious metals. Switzerland lists one measure that may limit market access
inthewholesdling, retailing and commission agents’ sectors; some Swiss cantons (i.e., States)
restrict the permissible size of sales areas. In addition, retailers may not operate mobile sales
units. With respect to franchising, Switzerland accords full market access and national
treatment to foreign firms operating through cross-border supply and commercia presence.
Under an MFN exemption, Switzerland also grants, on a preferential basis, work permits to
employees of enterprises based in member countries of the European Free Trade Association.

Switzerland' s limitations on the presence of natural persons remain unbound except for cross-
industry measures permitting the entry and temporary stay of executives, senior managers,

2 1bid.
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speciaists, and businessvisitors. Senior executives, managers, and specialists employed by the
parent company for at least 1 year immediately preceding entry are allowed a 3-year period of
stay which may be extended to a maximum of 4 years. Business visitors involved in the
negotiation of a contract for the sale of services or in the establishment of a commercia
presence are granted entry and temporary stay for a period of 90 days within any 1-year period.
An additiona 90 daysisalowed the following year if such business visitors stay abroad at |east
2 months between the two periods of stay in Switzerland.

| ndustry Opinion

Despite the continued globalization of the distribution services industry, particularly in the retail
and franchising subsectors, U.S. distribution firms are not well-represented in the subject
countries. Thisis partially due to demographic factors, as many of the subject countries have
an aging consumer base and low birth rates.®* In addition, few of the subject countries have
morethan asingle city with apopulation in excess of 1 million people. The Slovak Republic’'s
largest city, Bratisava, has a population of only 440,400.>> Consequently, some of these
markets are too small to justify large investments by distribution firms. In addition, U.S.
distribution firms have been deterred from market entry because of strong competition from a
large number of well-entrenched European retailers.® European firms such as Tesco, Julius
Meinl International, Billa, and Tenglemann have made an early and aggressive push into the
subject countries.

A number of other factors also present market impediments to U.S. distribution service
providers. In some of the subject countries, permit application processes are costly and time
consuming and available sales locations are small and of low quality.?” Permits and licensing
are often contingent on U.S. firms upgrading infrastructure for an entire neighborhood, in
addition to upgrading their individual saleslocation. Competing indigenous firms reportedly
do not have such requirements. In addition, U.S. distribution firms have reported difficulties
in purchasing and leasing land. In some cases, such as Bulgaria, foreign firms can only acquire
property rights, not actual property.?® Obtaining the right to occupy property is complicated,
in part because there are questions as to current ownership.?® Weak infrastructure and immature
distribution, financial, and transportation systems also pose obstacles in certain markets. For
example, in Poland, distribution networks are relatively new and even large producers
experience difficulty stocking shelves. U.S. firms often must create their own retail networks
asaresult.® With respect to the financial sector, U.S. franchisors report that franchisees often
lack start-up capital.** In Hungary, franchisees have difficulty obtaining credit because of high

24 Coopers and Lybrand, “Global Retailing: Assignment Eastern Europe and the
Commonweslth of Independent States,” Chain Store Age, January 1997, Section 3, p. 2.

% | hid.

% | bid.; and industry representative, telephone interview by USITC staff, Jan. 21, 1998.

7 Industry representatives, telephone interviews by USITC staff, Jan. 7 and 8, 1998.

% Bulgarian Government officia, interview by USITC staff, Sofia, Bulgaria, Feb. 17, 1998.

® |ndustry representatives, telephone interviews by USITC staff, Jan. 7 and 8, 1998.

% USDOC, "Country Commercial Guide: Poland," Stat-USA Database, found at Internet
address http://iepntl.itaiep.doc.gov/, posted June 1997, retrieved Mar. 6, 1998.

* Industry representative, telephone interview by USITC staff, Dec. 30, 1997.
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interest rates and limited available capital;* in Poland, banks consider loans to franchisees
imprudent investments.*

Other issues of concernto U.S. distributors are subfederal regulations and measures that limit
product sourcing options. Subfederal practices in Switzerland raise market entry costsfor U.S.
retailers, who may have to accommodate different regulatory regimes at each store location.**
Regulations subject to variation include those for taxation, building codes, advertising, and
operating hours, all of which could potentially have a negative impact on success in the Swiss
market.®* Sourcing limitations include customs and import policies. For example, in Poland,
imported merchandise reportedly has been delayed at Polish customs for extended periods of
time. Asaresult, U.S. retailers eventualy find it easier to market Polish products only or to
source merchandise through Polish distributors, with both approaches adversely affecting their
competitive position. In Turkey, major local beef producers have successfully pressed the
government to proscribe beef imports with the result that fast food franchises such as
McDonald' sface beef coststhat are 400 percent higher than those in the United States.®® Other
franchises face higher expenses due to import restrictions and duties.> For example, the costs
absorbed by TGI Friday’s in Turkey have increased as 50 percent of the restaurant’s menu
consists of imported items.®

Despitethislist of obstaclesto doing businessin the region, U.S. franchisors have also reported
that certain of the subject markets pose significant business opportunities. Poland in particular
isalarge market for U.S. franchisors. Tricon Restaurants International, the company formed
to operate Pepsico’ s spun-off fast food restaurants, currently manages 56 food outlets in Poland
and plans to open 150 new Pizza Hut, KFC, and Taco Bell outlets over the next five years.®
Other U.S. distributors that have established a presence in the region include Alpha Graphics,
Coca-Cola, Estee Lauder, KFC, IBM, L.A. Gear, McDonald's, Office Depot, Pepsi-Cola, Pizza
Hut, Taco Bdll, TGI Fridays, Toys R Us, and Unisys. U.S. distribution service firms generally
believe that conditions areimproving across the region and they are hopeful that the GATS may
contribute by encouraging transparency and harmonization of regulatory policies and by
fostering broader economic development.

® USDOC, “Hungary-Franchising-1SA960901,” Stat-USA Database, found at I nternet
address http://www.stat-usa.gov/, posted Sept. 1, 1996, retrieved Dec. 24, 1997.

% USDOC, “Poland-Franchising Market-1SA970401,” Stat-USA Database, found at I nternet
address http://www.stat-usa.gov/, posted Apr. 1, 1997, retrieved Dec. 29, 1997.

* Industry representative, telephone interview by USITC staff, Jan. 6, 1998.

% USDOC, “Switzerland-Investment Climate-IM1970613,” Stat-USA Database, found at
Internet address http://www.stat-usa.gov/, posted June 6, 1997, retrieved Mar. 9, 1998.

% USDOC, “Turkey - Fast Food Franchising -1SA9512,” found at Internet address
http://www.stat-usa.gov/, posted Dec. 1995, retrieved Jan. 2, 1998; and industry representative,
telephone interview by USITC staff, Jan. 9, 1998.

% USDOC, “Turkey - Fast Food Franchising - I1SA9512.”

¥ USDOC, “Turkey - U.S. Restaurant Opens-IM1970710,” found at Internet address
http://www.stat-usa.gov/, posted July 10, 1997, retrieved Jan. 2, 1998.

¥ USDOC, “IM 10/31Poland TRI Plansto Build Restaurants,” Stat-USA Database, found at
Internet address http://www.stat-usa.gov/, posted Oct. 31, 1997, retrieved Dec. 24, 1997.
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Summary

The schedules of commitments submitted by the subject countries varied considerably in terms
of scope, ranging from Turkey, which did not offer any commitments on distribution services,
to lcdland and Slovenia, which scheduled the broadest commitments to market access and
national treatment. Other countries fell somewhere in between, with commitments applicable
only to certain product categories or specific modes of supply. Asaresult of thiswide variation,
the GATS achieved only moderate successin terms of establishing benchmarks and improving
transparency.

Industry sources suggest that, whilethe GATS is perceived as a positive development, many of
the most significant difficultiesthey encounter are addressed only tangentially by the agreement.
These included problems with importing and customs clearance procedures, domestic regulatory
policies, and infrastructure weakness. |n addition, industry sources noted that some of the
subject countries were more open to foreign participation than indicated by their commitments.
For example, Poland scheduled some of the least liberal commitments, and yet in practice it
appears to offer arelatively open market. Future rounds of negotiations would therefore be
beneficid if they afford the opportunity to bring commitments closer to current practice and if
they foster further regulatory harmonization.
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CHAPTER 4
Education Services!

| ntr oduction

Education services principaly entail forma academic instruction in primary, secondary, and
higher education institutions such as colleges and universities.? In addition, education
sarvices include adult and other education services, with the latter including, for example,
English language instruction. Formal foreign study programs sponsored by colleges and
universities account for approximately 90 percent of U.S. trade in education services?

| nter national Trade in Education Services

Trade in education services occurs predominantly through the cross-border exchange of
students. U.S. cross-border exports reflect the estimated tuition and living expenses of
foreign residents enrolled in U.S. colleges and universities* U.S. cross-border imports of
education services represent the estimated tuition and living expenses of U.S. residents who
study abroad in foreign educational intitutions.®

Although rdaively uncommon, affiliate transactions in education services occur when U.S.
ingtitutions locate facilities abroad to provide courses to foreign students, or when foreign
ingtitutions locate facilitiesin the United States to provide education to U.S. citizens. U.S.
institutions operating abroad usualy provide English language courses or corporate-
sponsored management and technical training to foreigners. In some instances, U.S.
universities offer accredited undergraduate or graduate courses to foreigners through
affiliate ingtitutions established abroad. Official data on affiliate transactions are not

! Among the individuals contacted by USITC staff in preparation of this report were those
affiliated with Alliance for International Education and Cultural Exchange, American Association
of Community Colleges, American University in Bulgaria, Council on International Education
Exchange, Graduate and Professional Educational Testing Services (ETS), Institute of
International Education (I1E), Maryland English Institute (University of Maryland), and NAFSA:
Association of International Educators.

2 The corresponding U.N. Central Product Classification (CPC) codes are 921, primary
education services, 922, secondary education services, including technical and vocational
education services below the university level; 923, higher education services, including post-
secondary technical and vocational education services and education services leading to a
university degree or its equivalent; 924, adult education services; and 929, other unspecified
education services.

3 USITC staff estimates based on interviews with U.S. Department of Commerce (USDOC)
officials, Mar. 1997.

* Foreign residents do not include U.S. citizens, immigrants, or refugees.

® U.S. residents must receive credit from accredited U.S. institutions to be included in trade
data; those who do not transfer foreign academic credit to U.S. institutions, or who study abroad
on an informal basis, are not included.
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available in sufficient detail to provide any insight into growth trends or regiona
significance.

Cross-Border Transactions

INn 1996, U.S. exports of education servicestotaled $7.8 billion (figure 4-1), an increase of
4 percent over the 1995 total of $7.5 billion.® Although U.S. exports of these services rose
in 1996, the growth rate was below the 7-percent average annual growth rate experienced
during 1991-95. Like exports, expenditures by U.S. studentsin pursuit of language skills
and experience abroad increased in 1996, to $1 billion.” This reflected growth of 10
percent, compared with 8-percent average annual growth during 1991-95. On balance,
trade in education services generated a surplus of $6.8 billion in 1996. The trade surplus
on U.S. education services grew a modest 3 percent in 1996, down from average annual
growth of 7 percent during 1991-95. U.S. export growth continues to decline as
educational institutionsin the United States face increasing competition abroad.

The Ada/Pacific region was overwhelmingly the leading export market for U.S. education
services in 1996, accounting for $4.5 billion, or 58 percent of total U.S. exports of these
services (figure 4-2). In comparison, the 12 trading partners addressed in this report
accounted for approximately $651 million, or 8 percent of U.S. exports of education
services during the same year. Among the 12 subject countries, Turkey was the leading
consumer of U.S. education sarvices, sending 7,678 students to study in the United States®
With respect to U.S. imports of such services, Europe was the leading supplier, accounting
for U.S. expenditures of $663 million or 66 percent of the total in 1996. The subject
countries accounted for approximately $69 million, or about 7 percent of total U.S. imports
of education servicesin 1996. Among the 12 subject countries, Switzerland hosted the
most U.S. students with 754, accounting for $3 million in U.S. imports of education
services.®

® USDOC, Bureau of Economic Analysis (BEA), Survey of Current Business, Oct. 1997.
Official trade data reported for 1996 on education services include services provided during the
1995-96 academic year. The same pattern of reporting holds for each year beginning in 1989,
which spans the 1988-89 academic year.

” Amy Magaro Rubin, “Colleges Offer Financial Help to Encourage Foreign Travel,” The
Chronicle of Higher Education, Nov. 1, 1996, p. A41; Amy Magaro Rubin, “ Study-Abroad
Programs for Americans Had Boom Y ear in 1994-95,” The Chronicle of Higher Education,”
Dec. 6, 1996, p. A66; “Researchers Say Study Abroad isKey to Learning Languages,” The
Chronicle of Higher Education, Feb. 7, 1997, p. A45; and Katherine S. Mangan, “Business
Schools Promote International Focus, but Critics See More Hype Than Substance,” The
Chronicle of Higher Education, Sept. 12, 1997, p. A14.

8 A dollar figure for exportsto Turkey is not available. Norway was second with 2,246
students, accounting for $40 million. Todd M. Davis, ed., Open Doors, 1995/96 (New Y ork:
Institute of International Education, 1996), pp. 27-28; and USDOC, BEA, Survey of Current
Business, Oct. 1997.

® The Czech Republic was next, hosting 600 U.S. students during the 1995/96 academic year.
Enrollment figures for U.S. students studying abroad provided by Todd M. Davis, Director of
Research, Institute of International Education, and editor of Open Doors.
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Figure 4-1
Cross-border trade in education services: U.S. exports, imports, and trade
balance, 1991-96

Billion dollars

D Exports Imports —+—— Balance

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 1997.

Figure 4-2
Education services: U.S. cross-border exports, by principal markets, 1996
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 1997.



Examination of Commitments on Education
Services

As noted in the preceding section, trade in education services occurs primarily through
cross-border exchange of students. Consequently, an open regime for consumption abroad
is critical for trade in education services. To alesser extent, international transactionsin
education services transpire when ingtitutions provide services through foreign affiliates and
when scholars travel abroad to teach or conduct research. Commercial presence and the
presence of natural persons, therefore, are also important modes of trade in education
sarvices. The principal means by which countries might restrict trade in education services
include limitations on international payments and capital movements, nationality
requirements, or discriminatory criteria for professiona certification, licensing, and
accreditation.

Of the 12 subject trading partners, only lceland and Romania declined to schedule
commitments on education services (table 4-1). With the exception of Liechtenstein and
Switzerland, the subject countries made full commitments with respect to consumption
abroad of specified educetion services. The Czech Republic, Hungary, Poland, the Slovak
Republic, and Soveniamade full commitments with respect to cross-border supply aswell.
Except for cross-industry commitments permitting the entry and temporary stay of selected
personnel, measures concerning the presence of natural persons were left unbound by the
majority of subject countries.*

Bulgaria

Bulgaria s commitments address three categories of private education services. primary,
secondary, and adult education. Notably, Bulgaria's commitments do not cover higher
education and other unspecified education services™ As mentioned previoudy, higher
education programs, especially those programs associated with colleges and universities,
account for the overwhelming bulk of U.S. trade in education services.

Bulgaria places no redtrictions on the provision of private primary and secondary education
services through consumption abroad. Bulgaria also accorded full market access and
national treatment to foreign entities for the provision of private adult education services
through cross-border supply and commercial presence. However, Bulgaria left unbound
market access conditions on cross-border supply of private primary and secondary
education services. Additionally, Bulgaria placed market access restrictions on the
provision of private primary and secondary education services through commercia
presence. Specifically, private primary schools must be established asjuridical persons and
must receive authorization to operate from the Council of Ministers. Further, schools
providing primary and secondary education services must comply with state education and
health regulations.

10 See gppendix E for a detailed presentation of cross-industry commitments.

1 See U.N. CPC 929: Other Education Services. Other education services are “education
services at the first and second levelsin specific subject-matters not elsewhere classified, and all
other education services that are not definable by level.”
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Table 4-1

Highlights of industry-specific restrictions on education services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Bulgaria

Market Access: Unbound
National Treatment: None

Market Access: None
National Treatment: None

Market Access:

 Private primary schools
constituted as juridical persons
subject to authorization by
Council of Ministers. Must
comply with state educational and
health requirements. Unbound
for natural persons and
associations.

National Treatment: None

Market Access:

« Unbound except as indicated in
the cross-industry commitments.
Private primary schools
constituted as juridical persons
subject to authorization by
Council of Ministers. Must
comply with state educational and
health requirements.

National Treatment:

« Unbound except as indicated in
the cross-industry commitments.
Bulgarian citizenship required.
Foreign citizens must be
permanent residents, and their
education and professional
qualification must be recognized.

These commitments cover:

* CPC 921 - Primary education
services in private institutions
only.

* CPC 922 - Secondary education
services in private institutions
only.

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Unbound except as indicated in
the cross-industry commitments.

National Treatment:

» Unbound except as indicated in
the cross-industry commitments.

These commitments cover:

e CPC 924 - Adult education
services in private institutions
only.

These commitments exclude:

» CPC 923 - Higher education
services.

e CPC 929 - Other education
services.




Table 4-1, continued
Highlights of industry-specific restrictions on education services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Czech Republic

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Foreign nationals subject to
authorization to teach, and to
establish and direct an
educational institution.

Conditional upon ensuring quality

and level of education and
suitability of school facilities.
National Treatment:
* None except a majority of board
members must be of Czech
nationality.

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 921 - Primary education
services in private institutions
only.

* CPC 922 - Secondary education
services in private institutions
only.

» CPC 92310 - Post-secondary
technical and vocational
education services in private
institutions only.

e CPC 924 - Adult education
services in private institutions
only.

« CPC 929 - Other education
services in private institutions
only.

These commitments exclude:
» CPC 9239 - Other higher
education services.

Hungary

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Establishment of a school
requires a license from the local
(or in the case of high schools,
from the central) authorities.

National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 921 - Primary education
services.

* CPC 922 - Secondary education
services.

» CPC 923 - Higher education
services.

e CPC 924 - Adult education
services.

These commitments exclude:
* CPC 929 - Other education
services.

Liechtenstein

Market Access: Unbound
National Treatment: None

Market Access: Unbound
National Treatment: None

Market Access:

» Foreigners may establish
commercial presence only when
organized as juridical persons
according to Liechtenstein law.

National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

» CPC 921 - Compulsory primary
education services in private
institutions only.

» CPC 922 - Compulsory
secondary education services in
private institutions only.




Table 4-1, continued
Highlights of industry-specific restrictions on education services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Liechtenstein
(continued)

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:
» Foreigners may establish

commercial presence only when

organized as juridical persons

according to Liechtenstein law.

National Treatment: None

Market Access:
« Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:
» CPC 922 - Non-compulsory

secondary education services in

private institutions only.

» CPC 923 - Higher education
services in private institutions
only.

e CPC 924 - Adult education
services in private institutions
only.

These commitments exclude:
* CPC 929 - Other education
services.

Norway

Market Access:

» Authorization may be given to
foundations and other legal
entities to offer parallel or
specialized education on a
commercial or non-commercial
basis. Financial assistance is
only available for studies at
certified establishments.

National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Authorization may be given to
foundations and other legal
entities to offer parallel or
specialized education on a

commercial or non-commercial

basis. Financial assistance is

only available for studies at

certified establishments.
National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

Teaching qualifications from
abroad may be recognized, and
an exam must be passed.

These commitments cover:

* CPC 921 - Primary education
services leading to State
recognized exams and/or
degrees.

» CPC 922 - Lower and upper
secondary education services.

» CPC 923 - Higher education
services.

e CPC 924 - Adult education
services.

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

» Educational services not leading

to State recognized exams
and/or degrees.
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Table 4-1, continued
Highlights of industry-specific restrictions on education services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Poland

Market Access:

» Educational services supplied
from abroad limited to private

institutions.
National Treatment: None

Market Access:

» Educational services supplied
from abroad limited to private

institutions.
National Treatment: None

Market Access: None
National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment: None

These commitments cover:

* CPC 921 - Primary education
services in private institutions
only.

* CPC 922 - Secondary education
services in private institutions
only.

» CPC 923 - Higher education
services in private institutions
only.

e CPC 924 - Adult education
services in private institutions
only.

These commitments exclude:
* CPC 929 - Other education
services.

Slovak Republic

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Authorization required to
establish and direct an
educational institution.
Qualification and material
requirements needed to teach.

National Treatment:

» None except a majority of board
members must be Slovak
citizens.

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 921 - Primary education
services.

* CPC 922 - Secondary education
services.

» CPC 9231 - Post-secondary
technical and vocational
education services.

e CPC 924 - Adult education
services.

* CPC 929 - Other education
services.

These commitments exclude:
» CPC 9239 - Other higher
education services.

Slovenia

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access: None

National Treatment:

» None except a majority of board
members must be of Slovenian
nationality.

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

* CPC 922 - Secondary education
services in private institutions
only.

» CPC 923 - Higher education
services in private institutions
only.




Table 4-1, continued
Highlights of industry-specific restrictions on education services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Slovenia
(continued)

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:
e CPC 924 - Adult education
services.

These commitments exclude:

* CPC 921 - Primary education
services.

* CPC 929 - Other education
services.

Switzerland

Market Access: Unbound
National Access: Unbound

Market Access: Unbound
National Treatment: Unbound

Market Access: None
National Treatment: None

Market Access: Unbound
National Treatment: Unbound

These commitments cover:

» CPC 921 - Compulsory primary
education services in private
institutions only.

» CPC 922 - Compulsory
secondary education services in
private institutions only.

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:
» Unbound except as indicated in

the cross-industry commitments.

National Treatment:
» Unbound except as indicated in

the cross-industry commitments.

These commitments cover:

» CPC 922 - Non-compulsory
secondary education services in
private institutions only.

» CPC 923 - Higher education
services in private institutions
only.

e CPC 924 - Adult education
services in private institutions
only.

These commitments exclude:
e CPC 929 - Other education
services.

Turkey

Market Access:

» Real and juridical foreign
persons, directly or in partnership
with Turkish citizens, may
establish international educational
institutions (including vocational
and technical schools) only for
foreign students.

National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Real and juridical foreign
persons, directly or in
partnership with Turkish citizens,
may establish international
educational institutions (including
vocational and technical schools)
only for foreign students.

National Treatment: None

Market Access:

» Foreign teachers may work in
primary and secondary
educational institutions after
obtaining permission from the
Ministry of Education.

National Treatment: None

These commitments cover:

* CPC 921 - Primary education
services.

» CPC 922 - Secondary education
services.

e CPC 929 - Other education
services.
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Table 4-1, continued
Highlights of industry-specific restrictions on education services

Mode of Supply

Trading Partner’

Cross-Border Supply

Consumption Abroad

Commercial Presence

Presence of Natural Persons

Comments

Turkey
(continued)

Market Access: None
National Treatment: None

Market Access: None
National Treatment: None

Market Access:

» Private universities must be
established by foundations with
the permission of the Council of
Ministers. The majority of the
foundation administrators must
be Turkish citizens.

National Treatment: None

Market Access: None
National Treatment: None

These commitments cover:
» CPC 923 - Higher education
services.

These commitments exclude:
e CPC 924 - Adult education
services.

* Iceland and Romania did not schedule commitments on education services.




Additionally, Bulgarian citizenship is generally required in order to teach primary and
secondary education athough foreign citizens may do so if they have established permanent
residency in Bulgariaand their education and professional qualifications are recognized by
the Bulgarian Government. Also, market access restrictions on the provision of private
primary and secondary education services through commercial presence are unbound for
associations.

With respect to the presence of natural persons, market access and national treatment
restrictions on the provision of private primary, secondary, and adult education services are
unbound, except asindicated in the cross-industry commitments. These measures designate
permissible lengths of stay for senior executives, specidists'® and other business
professionals. Intra-corporate transfers of senior executives and specialists employed with
the parent company for at least the year immediately preceding entry are granted an initial
1-year term of stay, which may be extended by 1-year increments for amaximum stay of
3years. Thenumber of employeestransferred in this manner is limited to 10 percent of the
average annual number of the Bulgarian citizens employed by the entity.™* Residence and
work permits are required for such intra-corporate transferees.  Additional personnel
engaged in sales negotiations or arrangements pertaining to the initial establishment of a
commercid entity are permitted entry and stay for a maximum of 90 days within 1 calendar
year. These professionals require a business visitor visa.

Czech Republic

The Czech Republic’s commitments exclude “other higher education services,” namely
those education services leading to a university degree or its equivalent. The Czech
Republic provides full market access and national treatment with regard to private primary
and secondary education services, private post-secondary technical and vocational education
sarvices, private adult education services, and other unspecified education services via
cross-border supply and consumption abroad. With respect to establishing acommercial
presence, foreign nationals must receive authorization from the Czech Government in order
to teach or to establish and operate an educational ingtitution. The Czech Republic also
requires that amajority of board members of any ingtitution be Czech nationals.

With respect to the presence of natural persons, the Czech Republic’s limitations remain
unbound except for cross-industry measures permitting the entry and temporary stay of
personnel. Senior executives and specialists with at least 1 year of employment with the
parent company are allowed temporary presence as intra-corporate transferees. Senior
executives are dlowed temporary presence without the 1-year- employment criteriaif their
purpose is to establish a commercia presence. Representatives of aservice provider are
alowed similar consideration if they are engaged in negotiating the sale of, or entering into
agreement to sdll, services, but are not allowed to make direct sales to the public or to
supply the service themsdlves.

12 Unless otherwise specified, specialists are defined as persons who possess high or
uncommon qualifications and knowledge essential to the establishment’s service, research
equipment techniques, or management.

13 Subject to authorization, the number of intra-corporate transferees may exceed 10 percent if
the entity employs less than 100 persons.
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The Czech Republic declined to specify permissible lengths of stay for natural persons.
Although no binding is undertaken in this respect, the Czech Republic may not impose
conditions on entry and temporary stay that nullify the benefits accorded to foreign service
providers by industry-specific commitments.* Czech regulatory bodies presumably
exercise considerable discretion in determining when the benefits of industry-specific
commitments are nullified.

Hungary

Among the subject countries, Hungary offers the most comprehensive and liberal
commitments. Hungary’s commitments accord full market access and national treatment
for the provision of primary, secondary, higher, and adult education services through cross-
border supply and consumption abroad. With respect to commercia presence, Hungary
provides full market access and accords national treatment subject to the attainment of a
license from the local or, in the case of high schools, central authorities. Hungary's
commitments exclude other unspecified education services.

Hungary’ s limitations on the presence of natural persons remain unbound except for cross-
industry measures permitting the entry and temporary stay of senior officials®
internationally recognized personalities, intra-corporate transferees, and business visitors.
One senior officia per business ventureis dlowed entry and temporary stay for the duration
of the business directed by that senior official. Internationally recognized personalities
invited by higher educationa ingtitutions, scientific research institutes, or public educational
indtitutes are granted stays for the duration of the invitation. Senior executives, managers,
and specialists who enter as intra-corporate transferees must have been employed by the
parent company for at least 1 year without interruption. Business visitors engaged in
negotiating the sale of services are permitted entry and stay for a maximum of 90 days.

Hungary declined to specify permissible lengths of stay for intra-corporate transferees.
Although no binding is undertaken in this respect, Hungary may not impose conditions that
nullify the benefits accorded to foreign service providers by industry-specific
commitments.’® Hungarian regulatory bodies presumably exercise considerable discretion
in determining when the benefits of industry-specific commitments are nullified.

Liechtenstein

Liechtenstein’ s schedule addresses private compul sory education services, which include
primary and secondary education services; private non-compulsory secondary education
services;, private higher education services, and private adult education services.
Liechtenstein generally places no restrictions on cross-border supply and consumption
abroad. The sole exception pertains to compulsory education services, for which market
access restrictions remain unbound. With respect to establishing a commercial presence for

14 GATT Secretariat, Scheduling of Initial Commitmentsin Trade in Services: Explanatory
Note, Nov. 30, 1993 (MTN.GNS/W/164/Add.1).

15 Senior officials are defined as managers who have the highest rank within an organization.

18 GATT Secretariat, Scheduling of Initial Commitmentsin Trade in Services: Explanatory
Note.
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the provision of education services, Liechtenstein requires that foreign entities organize as
juridical persons under Liechtenstein law.

Liechtenstein’ s limitations on the presence of natural persons remain unbound except for
cross-industry measures permitting the entry and temporary stay of intra-corporate
transferees and business visitors; and certain conditions on national treatment. Executives,
senior managers, and specialists who enter as intra-corporate transferees must have been
employed by the parent company for at least 1 year preceding entry. Intra-corporate
transferees are granted a 3-year period of stay. Liechtenstein declined to specify
permissible lengths of stay for business visitors. Although no binding is undertaken with
respect to business visitors, Liechtenstein may not impose conditions that nullify the
benefits accorded to these providers by industry-specific commitments.t’ Liechtenstein's
regulatory bodies presumably exercise considerable discretion in determining when the
benefits of industry-specific commitments are nullified. In addition, business visitors are
required to possess residence and work permits, the latter of which may be available to
foreign service providers only in limited numbers.

Interms of nationa trestment for services provided through the presence of natural persons,
Liechtenstein stipulates that intra-corporate transferees and business visitors are subject to
legidative provisions regarding immigration, entry, stay, and employment. In addition,
enterprises that employ foreign service providers must cooperate with Liechtenstein
authoritiesin the enforcement of these measures.

Norway

Norway' s bindings on education services encompass primary, secondary, higher, and adult
education, but differentiate between services that culminate in state-recognized exams
and/or degrees, and those that do not. With respect to the latter, Norway accords full
market access and national treatment for all means of supply except the presence of natural
persons. With respect to the former, Norway accords full market access and national
treatment for education services only when provided via consumption abroad. With regard
to cross-border supply and commercial presence, Norway indicates that it may authorize
foundations and other juridical persons to offer “parallel or specialized education.” In
addition, Norway specifiesthat financial assistanceis only available for studies at certified
establishments.

With respect to the presence of natural persons, Norway states that foreigners wishing to
teach in primary, secondary, higher, and adult education ingtitutions may do so, but they
must pass an examination and their foreign credentials are subject to recognition by the
Norwegian Government. Norway’s limitations on the presence of natural persons remain
unbound except for cross-industry measures permitting the entry and temporary stay of
executives, managers, specialists, and business visitors. Executives, managers, and
specialists who wish to enter asintra-corporate transferees are allowed a 2-year period of
stay. Businessvisitors engaged in negotiating the sae of, or entering into agreementsto sell
sarvices, and senior executives responsible for the establishment of acommercial presence
are permitted entry and stay for a maximum of 90 days.

| bid.
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Poland

Poland’ s commitments guarantee full market access and national treatment for the provision
of private education services at the primary, secondary, higher, and adult levels via al
modes of supply except the presence of natural persons. Poland’s limitations on the
presence of natural persons remain unbound except for cross-industry measures permitting
the entry and temporary stay of managers, speciaists, and business visitors. Intra-corporate
transfers of managers and specialists employed by the parent company for at least 1 year
are granted a 1-year period of stay which may be extended. Entry for such intra-corporate
transferees is contingent on a market test.’® Business visitors engaged in negotiations or
the conclusion of transactions are allowed 90-day stays. Additional cross-industry
commitments concerning nationa treatment for the presence of natural persons specify that
al foreigners and foreign entities are required to seek permission for the direct or indirect
acquisition of real estate.

Slovak Republic

The Sovak Republic provides full market access and national treatment for the supply of
primary, secondary, post-secondary technical and vocational, adult, and other unspecified
education services through cross-border supply and consumption abroad. With regard to
establishing acommercid presence and operating an educational institution, market access
is contingent upon receiving authorization and teachers must meet certain unspecified
gualifications. The Slovak Republic accords national treatment for the provision of the
above-named education services through a commercia presence, except for a requirement
that Slovak citizens congtitute the majority of the board of directors of an educational
institution.

The Slovak Republic’s limitations on the presence of natural persons remain unbound
except for cross-industry measures permitting the entry and temporary stay of senior
executives, specidists, and business representatives. Senior executives and speciaists who
enter asintra-corporate transferees must have been employed by the parent company for at
least 1 year immediately preceding entry. Senior executives are allowed temporary presence
without meeting the 1-year-employment criteriaif their purpose is to establish acommercial
presence. Business representatives are allowed similar consideration if they are engaged
in negotiating the sale of, or entering into agreement to sall, services, but are not allowed
to make direct sales to the public or supply the service themselves.

The Slovak Republic declined to specify permissible lengths of stay for intra-corporate
transferees. Although no binding is undertaken in this respect, the Slovak Republic may
not impose conditions that nullify the benefits accorded to foreign service providers by
industry-specific commitments.’® The Slovak Republic’'s regulatory bodies presumably

18 A market test is essentially an assessment of whether local workers can perform the tasks
that would otherwise be assigned to intra-corporate transferees. Application of the test may limit
the entry of foreign workers or increase the discretion of government authoritiesin issuing
business visas.

1 GATT Secretariat, Scheduling of Initial Commitmentsin Trade in Services: Explanatory
Note.
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exercise considerable discretion in determining when the benefits of industry-specific
commitments are nullified.

Slovenia

Slovenia provides full market access and national treatment for the supply of privately-
funded secondary and higher education services through cross-border supply and
consumption abroad. Slovenia also guarantees full market access and national treatment
for the provision of adult education through these modes of supply, as well as through
commercid presence. However, for the provision of private secondary and higher education
services through commercial presence, Slovenia' s commitments stipulate that a majority
of board members must be Slovenian nationals. This is the only restriction for the
provision of these services through acommercial pre