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1. Why Size Matters
Basad on experience with manufacturing firms, there has been a presumption in trade
development that export capacity and competitiveness increase as the sze of the firm
increases.  Policy makers have often dismissed very smdl firms as “cottage industries” or
“micro enterprises’ that could not ever compete in the global arena.

While this may be true in goods production, where economies of scae incresse as
production size increases, it cetanly is not true in services where there are numerous
examnples of one- and two-person firms successfully exporting specidized expertise. The
Audrdian Bureau of Statigtics (1997) has published interesting business performance
ratios that indicate that, in fact, service firms of fewer than five employees frequently
outperform their larger counterparts (see Table 1).

Table 1. Australian Business Performance Ratios by Size of Firms. 1996

Business Performance Ratio % Profit Margin % Return on Assets
Number of Employees| 1-4 519 [ 200+| 14 5-19 | 200+
Manufacturing 9.0 54 105| 166 | 10.7 | 11.2
Services.
Finance & insurance 31.7 63.6 | 175 9.1 14.2 2.8
Property & business services 17.8 8.2 -04 9.5 5.0 -0.3
Persond & other services 16.8 8.3 9.5 322 | 20.3 | 10.7
Cultura & recreetiond services 124 31 106 | 181 104 | 10.3
Accommodation; restaurants 9.6 5.6 8.4 8.0 5.2 4.3
Condtruction 8.1 54 3.3 218 | 148 | 49
Transport & storage services 7.6 2.1 6.5 12.8 3.8 9.5
Retal Trade 7.0 3.6 4.5 189 | 118 | 114
Wholesdle trade 4.7 3.1 4.1 114 7.9 8.1
Totd of All Indudtries 11.0 8.7 8.4 127 | 105 | 4.9

Source: Audrdian Bureau of Statistics.

In mogt discussons of sarvices trade and developing countries, the ongoing foreign-
exchange generdting activities of samdl service suppliers are invisble.  Ingead, assertions
are frequently made that the man benefits of sarvices trade liberdization for developing
countries are ether to create a more attractive environment for foreign investment or to
open markets for more individuas to work abroad. If assumptions continue that there are
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few if any smdl sarvice suppliers who export, policy decisons may be taken and
negotigting postions developed that undermine rather than enhance the competitiveness
of exiging smdl service supplie's  This is paticulaly true if a focus on attracting
foreign investment does not include an andyss of the potentid loss of busness (and
related jobs) for domestic smdl service suppliers due to the establishment of magor
foreign competitorsin key service indudries.

All CARICOM countries are dready exporting a wide range of “other services’ (i.e,
other than transportation and tourism), particularly busness and professiona services.
Examples include accountancy, architectural and engineering services, computer and
database sarvices, Internet-related and web design services, data processng and data
repair services, legd services, consultancy, market research, equipment and property
maintenance, services related to agriculture and fishing, research and development,
security  services, wholesdle and retall services, educationd services, hedth-related
savices, financid services, cultura and sporting services, and multi-media and film
production services (Riddle, 1998b). Much of this export activity is by smdl service
suppliers. It is important to bear in mind that, in facilitated private-public sector
didogues in developing countries, smdl service suppliers have consgently pushed for
much more market openness than their governments thought they would want (Riddle,
2000b, 20014, 2002c).

Smal savice suppliers can be internationdly competitive, given the right environment.
But they do face three specific chalenges linked to size, which are detailed below.

1.1 Human Resource Constraints
Typicdly, smdl service suppliers are owner-operator enterprises.  The owner-
operator is likely filling multiple roles (eg., finance officer, marketing officer,
busness drategy officer, human resources officer) without specidized training in
any of them. In addition, the smal gaff is likdy to be multi-tasking without the
luxury of being highly specidized in ther focus (Riddle, 1996). There are likely
to be no dedicated computer or Internet staff, and no dedicated marketing steff.

Not surprisngly, the primary growth condraint for services export development is
daff time. To maintain competitiveness in this era of etrade, congtant monitoring
of the cyber environment and online opportunities is needed (Riddle, 1999). This
activity often requires a full-time daff persones atention, whether the firm has
two employees or 20 employees or 120 employees. In professond services firms
in particular, senior daff need to travel in order to meet potentid clients face-to-
face, again imposng a human resource condraint for smal service suppliers. The
human resource condraints on growth become even more noticesble when
condgderable time is needed to track down information on regulatory regimes
abroad and dedl with lega requirements for entry into foreign markets.

Experience shows that human resources are the primary condrant, across dl
sectors and markets, asit is staff that actudly creste and ddliver any service.
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1.2 Market Development Constraints
For smdl sarvice suppliers, low brand name recognition outsde the domestic
market is a maket development condraint when competing with large wel-
known service transnationds. This means that smdl service suppliers cannot
market their services based smply on reputation. They have to find some way
(often involving travel to the target market) to demondrate their capabilities
(Riddle, 19973, 2001¢€).

A related issue is the fact that often small service suppliers have limited networks
abroad. Since customers sdect new service providers in part due to referrds,
networks are particularly important in gaining entrée into a new market (Riddle
19983, 2001e).

1.3 Financial Resource Constraints

Many sarvice firms rdy primaily on internd working capitd for export market
development, which creates a kind of ‘glass ceiling for smdl service suppliers
with limited financid resources (Riddle, 2001e€). Smdl service suppliers wishing
to access externd funds (eg., bank financing) report having to invest consderable
time to educate account managers regarding their businesses and ther credit
worthiness (Bruce, 2001; Riddle, 2000e). For contractors, access to funding to
post performance bonds may dso be difficult. In most CARICOM countries, the
usud financing mechanism for sarvice suppliers of an overdraft secured by
accounts receivable is not available.

2. Defining Small Service Suppliers
Since human resources are the primary competitive differentiator for service firms a
“andl service supplier” is defined most appropriately based on number of employees.
Thus, a smal service supplier is an independent, non-subsidiary private enterprise with
fewer employees than an agreed upper limit. In fact, the smdl service supplier may have
no employees a dl if it is organized as a patnership or a sole proprietorship with dl
support functions contracted ouit.

Countries vary widdy in the limits they place on various Sze categories for smdl and
medium-size enterprises (SMES) (see Table 2). Mog datigica agencies and indugtrid
policies now recognize that a sgnificant number of sarvice firms are smdl or very smdl
and have lowered the upper limit of number of employees needed in order to be classified
as a Asmdl@ sarvice firm.  Some economies have officid subdivisons for Amicro-
enterprise @ Avery smdl,@ and Asmdl,@ while others only have an ASME@ definition.
Note that the satistica definitions used by economies are not necessarily the same as the
definitions used in indudtrid policies.

Table 2. Sample Size Definitions of Service SMEs

Country or Service SME Subdivisons Service
Organization Micro | Very Small | Small Medium SME
Audrdia <20 20-499
Canada [<5] [5-19] <49 50-499
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Country or Service SME Subdivisons Service

Organization Micro | Very Small | Small | Medium SME
EU* <10 10-49 50-249
Hong Kong <50
Japan <50
Mexico* <16 16-100 | 101-250
OECD# <5 5-19 20-49 50-500
USA.* <500

*No differentiation between sze definitions for service and goods SMEs.
#A datidica convention, not an officia definition.
[ ] Categoriesthat are only used informaly for policy purposes.

Usng the Canadian Busness Regider data to illudrate the consequences of the size
categories, Table 3 has two proposed sets of size categories for use by CARICOM in
FTAA negotiations. It should be noted that, while the U.S. uses 500 employees as its cut-
off for “smdl,” in 1995 amog 79 percent of its firms had fewer than 10 employees (Acs,
1998); and by 1999, ill nearly 70 percent had less than 20 employees (Office of Trade
& Economic Andyds, 2001). European research has suggested the extreme gSze
caegories of “smdl” being les than three employees and “large’ being over 20
employees (Koschatzky & Zenker, 1999).

For CARICOM, the proposed working definition of the upper limit of employees for a
“andl sarvice supplier” would be 20 employees. In addition to defining smal service
suppliers as having less than 20 employees, one could aso define subcategories of
“micro” (less than five employees) and “very smdl” (between five and nine employess).
Table 3 gives a consarvative esimate of the percent of CARICOM service firms likdly to
be in each sze category, based on Canadian Business Regider data.  Other defining
factors — such as gross revenues or capitd investment — could aso be used, but they
would vary by sector and by economy whereas number of employees provides a generic
measure that does not need to be modified by sector or economy.

Table 3: Size Category Options Based on Canadian Business Registry Data

Number of | Percent of Canadian | Cumulative Proposal for CARICOM

Employees Service Firms Per cent Definition Subdivisons
Lessthan 5 57.0% 57.0% Micro
5-9 17.8% 74.8% Smadl Very smdl
10-19 12.5% 87.3% Smdl
20-49 8.5% 95.8% Medium Medium
50-99 2.5% 98.3%
100+ 1.7% 100.0% Lage Large

Source: Statigtics Canada Business Regidter.
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3. Issuesin Strengthening Domestic Small Service Supplier Capacity
The Generd Agreement on Trade in Services (GATS) and draft text for the Free Trade
Area of the Americas (FTAA) both identify the strengthening of domestic capacity as one
of the primary objectives of services trade liberdization There are, however, specific
competitiveness issues that need to be considered in any capacity building initiative.

3.1 Government Familiarity with Domestic Service Capabilities

Smdl service exporters in CARICOM, as in other developing countries, report
that lack of international credibility and profile are their grestest barrier to growth
(Riddle, 1997a; 2001€). Their own governments are unaware of their cgpabilities
and s0 do not promote them actively. Nationd webstes make little or no mention
of worldclass service exports, and international donor agencies consistently
overlook the expertise that they have to offer. In addition, there are few, if any,
sarvice industry associations to fill the gaps in terms of exporter identification and
export advocacy.

One of the reasons for a lack of familiarity is tha traditiondly export promotion
has focused on goods. A second is that the vast mgority of service exporters have
never used government services, in pat because those services are geared to
goods producers. In Canada (which has an active services export promotion
program), survey results indicate that less than hdf of smal service exporters had
ever used government assstance (Riddle, 2000e). A third, and perhaps more
critical, reason is that most governments do not have an accurate database of
savice exporters.  Since many of these exporters are very smal or micro
enterprises, consultations with these firms to learn their successes and concerns is
chdlenging.

3.2 Women-Owned Service Firms

OECD edtimates that between one-quarter and one-third of firms are owned by
women, most of which are in service industries (OECD, 2000). Womernowned
businesses in North America are cregting new jobs a four times the rate of men
owned firms, and they employ more persons than the Fortune 500 firms (US
SBA, 2001). This means that any policy or regulatory issues that have a gender
component will be of paticular relevance to service exporters.  Such issues
include both domestic policies (such as tax-deductible childcare costs) that could
be considered trade-distorting subsidies, and domestic or investment regulations
that impose redrictions based on gender. Examples of gender-based regtrictions
abroad that could affect women-owned CARICOM companies could incdude
redrictions on ownership of property, redrictions on the composgtion of corporate
officers, redrictions on hours of work, redrictions on the establishment of bank
accounts (without a husband=s ggnature or guarantee), redrictions on activities
such as driving a vehicle, and redtrictions on the issuance of entry visas.

3.3 Role of Servicesin the Economy
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In  the goodsproducing sector, manufacturing indudries may operate
independently of each other; and linkages to other goods-producing activities are
limited. Regarding services, however, al enterprises (goods producers and
savice auppliers dike) use sarvices as  inputs. This means that the
competitiveness of dl economic activities is influenced by the availability, price,
qudity, and gspecidization of the sarvices avalable domedicdly or through
import (Riddle, 2002d). Any measure that reduces the competitive pressures on
domestic service firms has the potentia to lower the internationa competitiveness
of al enterprises.

Smdl sarvice suppliers ae more likdy than manufacturing firms to be ditributed
throughout an economy, in communities of dl gzes They ae typicdly
responsible for a least two-thirds of new job creation (CFIB, 2002). Over haf of
amal service businesses operate either a or from home (SBDC, 2002). Economic
development policies that focus on reducing discrepancies between urban and
rurd or remote areas need to address the concerns of smal service suppliers,
particularly with regard to the qudity and cost of tdecommunications and Internet
access.

3.4 Business Services Infrastructure

Within any service sector, from 38 to 50 percent of production is “intermediate
sarvices’ or services sold to other businesses. Business and professona services
(@ further subset) are sarvices that provide not only functiond benefits but dso
generic (cross-functiona) benefits such as increased drategic flexibility (through
moving service provison from a fixed to a varidble codt), optimized use of skilled
resources for the core busness, improved operaiond efficiency, and increased
vaue-added. All business services themsdves use other business services, so that
the qudity and avalability of a particular type of busness service has an effect on
the qudity and availability of al other business services (Riddle, 2002d).

Private sector business service suppliers may be ether generdists or specididts in
a paticular busness savice. If gecidty firms have developed, it is usudly by
acquiring foreign dients (either locally based or in export markets) in order to
have sufficient demand to sustain the maintenance of specidty skills.

3.5 Sources of Domestic Competition
Even without services trade liberdization, the growth of the Internet has brought
with it international competition from online service providers.  In addition, small
svice asuppliers dso face drong domestic  competition. Their  primary
competition is from in-house production, or sdf-service. Due to concerns about
confidentidity or professond sandards, firms in developing economies show a
pattern of high reliance on interna resources for services like market research and
accountancy/audit services (Riddle, 2002d). Enterprises are most likely to turn to
outsde resources for training and computer services.  Service firms are noticeably
less likely to use externd consultancy services, both because they are criticad of
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the qudity of assdance avalable and because they have difficulty finding
consultants knowledgegble in issues facing the managers of sarvice firms.

Another chdlenge for amdl suppliers of busness services is a lack of awareness
among ther potentid clients about the costs associated with the (often
unconscious) choice to sdf-produce busness services in an unskilled fashion.
Mog smdl firms show little awareness of the opportunity and economic cods
associated with:

a) Diverting skilled resources from producing core revenue-generaing
products and services to saf-producing business services.

b) Using generdigt rather than specidist business services expertise.

¢) Purchasng low-cost and low-qudity busness service inputs “to save
money.”

At the same time, business sarvice suppliers are not themsdves necessarily well-
informed users of other busness sarvices, with few able to aticulate supplier
sdection criteria and many themsdves <df-producing. Thus, while  current
demand may be modes, educationd programs (run by service industry
associations) can activate latent demand.

Another common source of competition is from ther own governments, due in
part to alack of awareness of the expertise that dready exists in the private sector.
Government officers may offer market research services, for example, in direct
competition with private sector market research firms or offer export consultation
and training services that duplicate private sector offerings.

In addition, there may be requirements that government departments purchase
their busness sarvices from other government agencies rather than from private
sector suppliers.  This is of particular concern because one of the man
mechanisms for supporting private sector growth is through the contracting out of
support services to government.

Smdl savice suppliers dso face competition from new market entrants (often
NGOs) tha ae funded by donor agencies, especidly to provide training,
consultancy, and market research services. The degree of competition from donor-
funded NGOs depends in pat on whether service provison is subsdized and
therefore chegper.  Private amdl savice supplie's may then survive mainly
through foreign corporate clients or as contractors to the donor community itself.

A find source of competition comes from government agreements to “tied ad” in
order to obtain externa funds. In his case, the professonad services are provided
by firms from the donor country without any requirement to partner with loca
professonds. When large projects and specialty work are consstently awarded
to foregn firms it makes it extremdy difficult for loca professonds (who have
often been trained and licensed in those foreign countries before returning home)
to remain profitable and maintain their specidised expertise.
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3.6 Typesof Financing Available

Surveys in Canada (Bruce, 2001; CHIB, 2002) and the U.K. (UK FSB, 2000;
2002) reved dissatifaction with interest rates charged to smdl businesses (often
more than double the amount above prime rate as compared with larger firms),
bank service charges, and the cost of lines of credit. Double the number of very
amal firms were refused loans as compared with larger firms. In Canada, 26.5
percent of business service firms had a new account manager (at their bank) at
least once a year. Owners of service firms report that they spend an inordinate
amount of time educaing new account managers in order to obtain even minima
debt financing (Riddle, 2000€).

A typica response to the financing needs of smal service suppliers is to propose
venture capital as an dternative.  Experience shows that verture capitdidts are
unlikely to be interested in investing in most of the types of services liged earlier
— eg., consultancy or legd firms, market research, educationd services, eic. It is
much more common for service firms in deveoped markets to finance ther
growth out of debt financing or ther own working cepitd. At issue in a
developing country context is whether or not banks will recognize accounts
receivable as a legitimate form of security for debt financing.

3.7 Trade Supports
Few economies train trade officers to provide services-specific advice or offer
export training that is tailored to the needs of service firms. Daa from the UK.
(UK FSB, 2000, 2002) and Canada (Riddle, 2000e) indicate a dissatisfaction with
the advice given by government trade officers. Many export development
programs and sarvices continue to have minimum Sze criteria for participation
digibility.

3.8 Availability of Skilled Workers
Mogst developing country smdl service suppliers are severdly condrained in
finding appropriatdly trained daff to desgn and ddiver competitive services
Even in the UK (UK FSB, 2000, 2002) and Canada (CFIB, 2002; Mallett, 2001,
2002) smdl sarvice suppliers have trouble finding appropriately skilled workers.
Unfilled vacancies are especidly high in congtruction and business services.

One of the oftenroverlooked human resource issues is that service firms typicaly
cannot protect their market postion through patents and copyright. Instead, in
order to remain compstitive, service firms must continudly innovate (Riddle,
2000c). That innovation process is carried out by daff — often front-line deff
interacting with customers (Riddle, 2001d).

A review of the education and training portions of nationd development plans
often indicates a lack of awareness on the part of both national governments and
the donor community of the types of skills (eg., communications, problem
solving, cusomer service, learning how to learn, computer and online sKills,
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sarvices desgn) that are needed by sarvice firms. This places a heavy burden on
gmall service suppliers to train new taff in order to be competitive (CHIB, 2002;
Riddle, 1997b).

Smdl service suppliers are more likely than therr goods-producing counterparts to
rely on the Internet (Mdlet, 2000). Given the growth of e-trade, smal service
suppliers need saff that are comfortable working online and are willing to adapt
their working hours to accommodate a 24x7 digitd environment. In most
ingances, smdl sarvice suppliers need daff that have a least a secondary school
education.

It is possble that traditional immigration policies are becoming less reevant.
Savice firms facing a death of appropriatey-skilled workers and  time-
consuming immigration procedures for hiring foreign workers are now resorting
to contracting out to tdeworkers in other countries thus limiting the multiplier
effects in the hogt country. Along the same line, immigration barriers to hiring
foreign trainers (ostensibly in order to protect domestic training capacity) are now
being drcumvented by utilizing online training courses, agan with few multiplier
effects in the hogt country. In such indances, more open movement of skilled
workers might lead to more domestic economic benefits.

3.9 Costs of Doing Business

Smdl savice suppliers rdy on tdecommunications and relaed information
technologies as ther primary infrastructure, much as goods producers rely on
transportation infrastructure.  This means that they need access to high qudity,
low cog tdecommunications infrastructure, which is not aways available in rurd
and remote communities. In fact, non-competitive pricing of rdiadle
telecommunications and Internet access can severdy redrict their ability to adopt
e-busness practices (Riddle, 2002a) or access lucrative “back office” contracts
(Riddle, 2000a, 2000d). Due to sze it is often difficult for smal service
suppliers to negotiate bulk discounts for office equipment and supplies or to
obtain competitively-priced employee benefits packages.

Government policies can aso increase the cost of doing business (CFIB, 2002
UK FSB, 2000, 2002). Smdl businesses are often digproportionately affected by
increases in taxes such as payroll taxes. Grants for export market development
may be linked to being larger than a certain minimum size (on the assumption that
larger sarvice firms are more competitive). For women-owned businesses, there
may be costs of child care that are not consdered an digible business expense. In
addition, governments may delay payments for services provided by smdl service
suppliers for wel over the standard 45 days, and may make a habit of awarding
ad-funded contracts to foreign rather than domestic suppliers.

3.10 Licensing Procedures

Quadity of sarvice is controlled in large part through licenang. In CARICOM
countries, not al professons are licensed. A related issue is the matter of whether
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or not government supports the professond service associations in enforcing
professona codes of ethical conduct. What is needed is a licensng process that
reviews education and training credentids, verifies conformance with a code of
conduct, and requires continuing professiona education in order to maintain or
renew a license.  Putting in place internationaly-recognized licensang procedures
may be problematic given that the professona associations that normaly perform
licensing functions may face capacity condrants.

4. Trade Negotiation Issues of Relevance to Small Service Suppliers in Developing
Economies

The fird seven issues raised in Section 3 aove, plus the matter of the domestic skills
traning infrastructure ae typicadly consdered maters for naiond governments to
address domedticadly. In a trade negotiations, however, the matter of technica assstance
can be explored for remediating developmental condraints even if they are domedtic in
nature. However, some gaffing issues, matters related to the cost of doing business, and
the licensing of professonas have al been raised as part of trade negotiations.

The following are a series of trade negotiation issues that are of paticular redevance to
gmal service suppliersin CARICOM and other developing economies.

4.1 Accessto Information

The human resources limitations faced by smdl sarvice suppliers limit the time
they have avalable to research information on legd and regulatory requirements
and track the changes thereto. Many small service exporters do not have dedicated
marketing or market research staff to track down this information. Since virtudly
al service exporters (even in least developed countries) have established Internet
connectivity, web-based technologies can be used to provide such access as long
as the files can be accessed quickly (less than five seconds to load even a dow
baud rates) and the costs of Internet access are kept modest.

It is important to recognize that specid efforts may need to be made in order to
ensure that information on contact points and how to access ther services is
actudly provided to smdl service suppliers (not smply to government officids).
In addition, if womenrowned businesses are not wel represented in the nationa
organizations that mediate trade information, specid initigtives may be needed to
ensure that privaie sector access to information includes womenrowned firms.
The author’'s experience since the concluson of the Uruguay Round has been that
locdly-organized briefing and training events for service exporters in developing
countries have incuded less than two percent of womenowned service
enterprises.

In the FTAA, commitments to trangparency need to specify how one-stop access
to legd and regulatory information will be provided that is:

a comprehendvein its coverage (i.e, includes dl levels of government);
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b) comprised only of rdevant measures tha dgnificantly affect trade in
sarvices,

c) presented in plain language understandable by a business person;

d) asbrief aspossble;

€) inacommon format acrossdl FTAA Paties,

f) eadly searchable by industry, Sze of operation, type of measure, export
origin, and export destination; and

g) accessible quickly and inexpendvely online.

In order to ensure support to smal service suppliers, the FTAA text might include
oecifications about how informaion on accessng legd and regulatory
requirements for different markets is to be disseminated to smal service suppliers
themselves.

4.2 Reliance on Mode 4

For smdl sarvice suppliers in particular, busness travel is a critical aspect of
export  development. CARICOM sarvice professonds, as wel as other
employees of smal service suppliers, need to travel abroad to conferences and
other venues where they can meet potentia internationd clients and demondrate
their competence, to negotiate contracts, to report to clients, or to deliver services.
Any delay a the border can have the effect of diminaing a busness opportunity
— much more serious consegquences than that of having a shipment of goods
remain warehoused for a more extended period of time.

The process of obtaning temporary entry visas can be very time-consuming,
sometimes taking weeks and preventing businesspersons from engaging in time-
sengtive travel.  Often host countries require that the businessperson present a
letter of invitation or provide financid dtatements from their bank or tax authority.
Since the terrorigt attacks in the U.S. on September 11, entry into the U.S. in
partticular has become even more difficult. Because visas are required at border
crossings, the basis for granting busness visas and the procedures for border
clerance are of great interest to the busness community. All of these practices
can make it very difficult for smal service exporters to respond quickly to market
opportunities or to requests for assstance from foreign customers, and give the
advantage to larger service firms that have the resources to establish local offices
in arange of countries abroad.

It would be extremey useful if the FTAA negotigtions could establish common
sarvice standards for handling temporary business trave, including principles like
the fallowing:

> Edablish “visafred’ or “visa-at-border” entry for busness
development purposes.

» Establish common sarvice sandards for the processing of temporary
entry visas— eg., turnaround time, documentation needed, recourse.

Issues Regarding Small Service Suppliers, page 11



» Expand the range of professonsthat are entitled to “businessvistor”
satus.

> Expand the range of support saff (e.g., research staff, executive
support gaff, technica gaff, saff in training for professond or
technica positions) that are entitled to “busnessvistor” status.

» Admit as business vistors persons who are partners or clients of
domestic service suppliers.

» Create multiple-entry business visas for service suppliers with
contractsin another Party’ s market to support ddlivery of services and
reporting to clients.

» Tran immigration/cusoms officers regarding the business traveller.

It may be necessxry to engage immigration officids as paties in the FTAA
services trade negotiations.

4.3 Reliance on Mode 1
The most cogt-efficient methods of exporting services for smdl service suppliers
are via Modes 1 and 2. In both ingtances, services can be supplied usng the
firm=s exiding domedic infresructure without the need for additiond
expenditures on adminigrative dructures droad. Any requirement to creste a
local presence (i.e, a requirement to trade through Mode 3) will increase a small
sarvice supplier’'s costs of doing business, particularly regarding personnel and
financid resources.

If the FTAA is to limit or remove locd presence requirements, it will be
necessary to research models for addressng cross-border professond ligbility
issues effectively. It may dso be dedsirable to redtrict the ability to trade via Mode
1 without local presence only to small service suppliers.

4.4 E-Trade
Policy discussons regarding e-trade and e-commerce are of critical relevance to
small service exporters (Riddle, 20028). The Internet and the rapid development
of web-based technologies is leveling the playing fiedd between large and smdl
sarvice firms as well as between service firms based in developed or developing
economies. However, adoption of e-busness practices has been rdatively dow
among small service suppliersin developing economies.

One of the drategies that can be used successfully to stimulate the trangtion to e
busnesse-trade is through e-government initiatives. If smdl firms ae adle to
conduct al of their interactions with government online, they have an incentive to
integrate digital transactions into how they run their busness. E-government
initiatives dso dlow government officers to gan much-needed expertise with e
business issues.  In addition, there are specific arenas in which governments need
to collaborate and play an active role — eg., intelectua property protection,
policies to fight cyber crime, etc.
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Within the FTAA, it may be dedrable to launch a regiond egovernment initiative
that can provide the infrastructure for naiona governments to aso adopt e
government practices. It would dso be usegful to specify an initidive for joint
policy development in aress like intellectud property protection and cyber crime.

4.5 Government Procurement

Government is often a mgor customer for purchasng sarvices In fact, andl
sarvice suppliers may get ther initid growth from government contracts. If smadl
sarvice suppliers are exporting services for which government is the naturd
customer, any barriers to bidding on government contracts abroad restrict their
ability to trade. Note that smply reserving smdler contracts for domestic firms
does not necessarily address the needs of small service suppliers since they may
need the type of work involved in larger contracts in order to maintan their
technicd expertise.

One aea in which governments typicaly make provisons for smdl service
suppliers is with regard to bidding on government contracts.  Within the North
American Free Trade Agreement (NAFTA), for example, thresholds have been
goecified above which federa government contracts must be put out for
competitive bid among service firms from dl three economies. In generd, these
federa thresholds are US$50,000 for genera services contracts and US$6.5
million for condruction contracts. The U.S. government has reserved the right to
continue its sat-asides for smal busness — meaning that certain contracts are only
availablefor bid by smal U.S. businesses (US SBA, 1999).

For the FTAA, it is criticd to smdl service suppliers that the maiter of
government procurement be included in the scope.  Negotiagtors may wish to
condder a combination of permitting governments to set contract thresholds
beow which bidding is not open to savice firms from other economies, and
edablishing criteria for government bids that are only open to smal service
suppliers (from al FTAA Parties).

4.6 Subsidiesfor Small Service Suppliers

The other mechanism (besides government procurement) by which governments
typicdly address the needs of smdal sarvice suppliers is that of subgdies
Subsidies could teke the form of offsetting the actuad costs of doing business,
underwriting part or al of the costs of export market development, or providing
preferentid  financing tems. In some indances, dl andl service suppliers
(regardless of ownership) are digible for the subsdies. In other ingtances, only
locdly-controlled firms are digible  The U.S. Smdl Busness Adminidration, for
example, has active programs for smal business support and export finanang.

In the FTAA, it will be important to address the issue of subsdies and their link to
firmgze
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4.7 Regulatory Requirements that Increase the Cost of Doing Business

Small service suppliers in Canada (CFIB, 2002) and the U.K. (UK FSB, 2000)
report that it is resource intensve to track and adapt to the frequent changes in
legidation that affect smdl busnesses incduding coping with the paperwork
burden. Service exporters survive and thrive based on innovation, yet research
and development tax credit programs are not structured to recognize innovations
in sarvice design, sarvice ddivery, or organizationa redesign to support service
excelence. Outdated municipal zoning regulations may place redrictions on the
development (or a least the licendang and identification) of home-based
businesses. In some economies, import duties on computer and
telecommunications equipment, as well as office equipment, create chdlenges for
small service suppliers.

There ae a least five types of domedic regulations that can affect the
competitiveness of small service suppliers

a) Excessve bureaucracy and inefficient government procedures.

b) Monopolies or exclusve savice provides (eg.,  finance,
telecommunications, ar trangportation) that atificidly rase the cost of
doing business.

¢) Redrictions on the form of busness (eg., incorporation, multi-disciplinary
firm).

d) Policies that force government departments to purchase their support
services from other government departments.

€) Licenang requirements that restrict virtua partners (in an age of e-trade).

There is dso the matter of technicd standards and professond qudifications. To
the extent that internationd Standards are recognized and followed, smal service
suppliers only have to regisger or be reviewed/audited once.  When nationd
dandards supercede international standards, then smal service suppliers may
have to incur enormous costs to re-qudify in each market.

The FTAA provides an opportunity to initiate a work program in the arena of
domedtic regulaions that respects nationd governments right and responshbility
to regulate while providing a framework and technica support for how to do that
effectivdy. The work program could incude guiddines for regulaory review,
model domestic regulations linked to illudrative economic  development
objectives, and suggestions for the adoption of internationad standards.

4.8 Recognition of Professional Credentials
For professona services, one of the main barriers to services trade is a lack of
recognition of professona credentids. To some extent, this issue can be
crcumvented by working with locad partners in export markets, however, that
gpproach limits the competitive options of exporters of professona services. At
isue ae the eguivdencies among different educeationd programs and
requirements, what knowledge and skills are generic and what are jurisdiction
specific, how professonas can be held accountable across borders for
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unprofessond conduct (i.e, professond ligbility), and how mutud recognition
agreements (MRAS) are to be enforced. For some of the CARICOM economies,
developing adequate professiond licensing procedures will need to precede the
opening of their markets.

Issues to be addressed in supporting the mutual recognition of professond
credentias include:

a) Harmonisng education and training requirements.

b) Adopting common (international) codes of conduct.

¢) Deveoping asolution for cross-border professond accountability.

d) Deveoping internationd (rather then bilaterd) mutud recognition
agreements (MRAS) to reduce the burden of compliance on small
professond service firms.

e) Enforcing exiging MRAs.

Within the FTAA, it will be important both to drengthen the role of service
industry associaions in mediaing and managing the licenang of professonds
and to ensure that associations may be regiond (not just nationd).

4.9 Assessing the Impact of Services Trade Liberalization

In order to determine how effective services trade negotiations have been and to
hdp shape requests and offersss, CARICOM countries need comprehensive
bilaterd services trade data by mode of supply. Services trade datistics have
historicaly been incomplete, in part because there is not a convenient check point
(such as a border crossing) a which trade data can be collected for the mgority of
sarvices but adso because many service firms are unaware that they are exporters
(Riddle, 2001b).

With the high percentage of smal service suppliers, a large portion of services
export activity is typicdly under-represented in Satistica surveys due to response
burden. In addition, smal service suppliers typicaly do not have staff dedicated
to government relations and so do not participate actively in government trade
consultations.  One possble solution could be to utilize e-mall consultations as
most smal service suppliers use e-mal regularly.

In order to ensure that smdl service suppliers are able to thrive and grow, it will
be criticd to support the development of broad-based consultation within the
CARICOM economies. Two tools that may be useful as a starting point are a
proposed consultation drategy and sructure for developing countries (Riddle,
2002b), and the GATS Consultation Kit (Riddle, 2001c) which has a series of
questions that could be adapted to the FTAA context. With regard to services
datistics, current technical assstance initiatives need to be continued and better
resourced.
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5. Additional Trade Negotiation Issues of Relevance to Small Service Suppliers in Small
Economies
When the economy within which a smal service supplier operaes is dso sndl in dze
there are additiona sources of competitiveness challenges.

5.1 Limited Domestic Markets
One of the immediate implications of smal domegtic economies is the need for
smndl service suppliers to rely on globd markets in order to be profitable.  That
may occur through supplying services to foreign investors in the domestic market,
through distance ddivery of support services from back office operations (Riddle,
20003, 2000d), or through the more traditional development of export markets.

In order to support smdl service suppliers in smal domestic economies, it is
citicd thaa CARICOM gain maximum market access concessons and aso
submit specific requests to liberdize existing market access bariers in key FTAA
trading partners.

5.2 Limited Human Resources
The chdlenges that smdl sarvice suppliers have in finding appropriatdy skilled
workers are exacerbated in a smdl domestic market.  Recruitment becomes
paticularly difficult if foreign investors have been mandaed to hire locdly and
have been able to attract the bulk of well-educated workers.

Some trade policies that might assis smdl service suppliers in acquiring the
human resources that they need are ones that may appear controversa: (a) free
movement of sarvice suppliers within the FTAA region; and (b) removd of
requirements for foreign investors to hire loca skilled workers.

5.3 Limited Association Support
One of the mechanisms through which small service suppliers are able to achieve
effidencies in accessng maket information is through the services of savice
industry  associgtions. Unfortunatdy, a common charecterigic of smdl
economies is a lack of gpecidized associations through which trade policy
consultations may be held and export market intelligence disseminated.

The importance of the active engagement of service industry associations has
dready been mentioned in Section 4.8 and is even more important for the
asociations in smal economies. It will dso be important to reserve the right for
service associtions to be sub-regiona (eg., OECS) or regiona (e.g., CARICOM)
in scope in order to capitaize on economies of scae in the saff of associations.

5.4 Limited Government Resources
A primary condraint in smal economies is the number of trade officers avalable
to address sarvices trade issues.  Typicdly, there is no single ministry responsible
for sarvices. Ingtead, there may be over 20 different ministries and governmenta
bodies, each with a portion of the mandate (Riddle, 2002b). Table 4 gives
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examples of possble respongble paties linked to the common service
classfication categories. How policies and procedures among these parties are to
be coordinated remains a chdlenge for most smal economies.

The collection of sarvices datidics remains a chadlenge for dl of the FTAA
Paties regardless of size For smdl economies, the task of trangtioning from
focusing datigtica resources on the goods-producing sectors to alocating a mgor
of resources to services datistics (in keeping with the proportion of economic
activities from services) is daunting. In addition, snce most governments dill
have less experience with services export development than with goods export
promotion, proactive services trade initiatives that are rdlevant to smdl service
uppliers ae typicdly missng dong with the anecdotd export activity
information that could subgtitute for alack of gatistical data

Technical assgance in the FTAA will need to address the human resource
condraints within the governments of smal economies if they are to be adle to

manage and assess sarvices trade liberdization initiatives.

Table4: Examplesof Government Agenciesor Governmental Authorities Responsible for

Services

Service Sector or
Cross-Sector |Issue

Responsible Parties

Government Agency

Responsibilities That May
Have Been Privatised

Business sarvices Minigtry of Industry Real Estate Board
Minigtry of Agriculture Professond Licensng Registrar
Minigtry of Fisheries Government Printer
Minidry of Forestry National Research Council
Minigry of Mining
Minigtry of Judtice
Communication services | Minitry of Communications Internet Service Suppliers
Minigtry of Industry Tdecommunications Regulator
Minigtry of Culture Pogtal Service
Nationa Flm Board
National News Service
Congruction and rlated | Ministry of Public Works Housing Authority

engineering sarvices

Minigtry of Industry

Panning & Zoning Authority

Didtribution services Minigtry of Industry
Customs Authority

Educationd services Ministry of Education
Minisiry of Indusiry

Environmenta services

Minigry of the Environment

Waste Digposal Authority

Minigtry of Industry Recyding Authority
Financid services Minidtry of Finance Securities Exchange/Stock

Centra Bank Market

Insurance Registrar

Securities Regulator

Issues Regarding Small Service Suppliers, page 17




Service Sector or
Cross-Sector |ssue

Responsible Parties

Government Agency

Responsibilities That May
Have Been Privatised

Hedlth-related and
ocid savices

Minisiry of Hedlth
Minigry of Socid Wedfare
Minigtry of Women & Families

Natura Disaster Agency
Infectious Disease Authority
Vocationd Rehabilitation

Recregtiond, culturd

Minigtry of Culture

Nationa Musaum

and sporting services Ministry of Sports Nationa Library
Parks Authority Council for the Arts
Recrestion Centres
Tourism and travel- Minigtry of Tourism
related services Parks Authority
Transport services Minigtry of Transportation Port Authority
Vehide Licenang Airport Authority
Other services Utilities Regulator Public utilities (weter, gas,
dectricity)
Cross-Sector: Modesof | Immigration Authority
Supply & E-Trade Investment Authority
Export Development Authority
Company Registry
Land Title Registry
Ministry of Trade
Cross-Sector: Standards | Standards Agency
& Professond Employment Standards

Credentids Worker’s Compensation Board
Licensng & Work Permits
Ministry of Trade
Cross-Sector: Co- Minigtry of Trade
ordination anong
Levels of Government
Cross-Sector: Economic | Human Resource Deve opment
and Labour Force Human Rights Commission
Deve opment Micro-Enterprises
Taxation Authority
Panning & Zoning Authority
Ministry of Labour

5.5 Limited Inclusion in Trade Policy Consultations
During negotiations, privete sector interventions tend to be from large service
firms with government redions daff and a veded interet in commercid
presence abroad. The interests of smal service suppliers are sdddom heard, both
because they don't have daff time for extendve government consultations and
because government officers don’t have time to initiate extensve consultations.
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CARICOM could help broaden the FTAA consultation base by experimenting
with online conultation modds, usng the GATS Consultation Kit for content.
Guideines and assgance with the incluson of smdl service suppliers in FTAA
consultations could be part of the FTAA technica assistance program.

6. The Casefor Special Treatment for Small Service Suppliers
6.1 Meritsof Special Treatment

In many ways, smal service suppliers are the engines of growth for CARICOM
economies. From an economic development perspective, smal service suppliers
can play a unique role in helping to create jobs throughout an economy and thus
encourage people to stay in smaler communities rather than migrate to large
urban aress or aroad. From a competitiveness perspective, supporting the export
growth of amdl savice suppliers can improve the qudity of service inputs
avalable domedticdly. To be compstitive in a globa market, service exporters
have to meet internationa quaity standards. This enhanced quality of exported
services improves the competitiveness of both domestic and exported goods as
well as of dl service suppliers that use those inputs.

Given the importance of smdl service suppliers to CARICOM economies and the
condraints they face it would seem logicd to have gpecid carve-outs or
protection for them. In goods trade, any specid treatment is for the good
originating in specified developing country markets. In the case of services, it is
the service supplier that needs specid treatment.

6.2 Demerits of Special Treatment
Because of the importance of competitive service inputs, however, a smilar case
can be made for not condoning specid trestment for smal sarvice suppliers.  If
these firms are not subject to internationa competition, the qudity of services
inputs available for al economic activitiesislikey to decline.

For smal service suppliers in smal domestic markets in particular, access to
foreign export markets (and the larger customer base they provide) is critica to
profitability. If access to the domestic market is protected, it may be difficult to
negotiate access for smal service suppliers to external export markets.

7. Alternate Approachesto Special Treatment for Small Service Suppliers
There are five genera approaches that could be taken to specid trestment for smal
sarvices suppliers, not al of which are mutudly exclusve. Regardless of the approach
taken, there needs to be adequate trangparency commitments and centrdized online
access to regulatory information.
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#1 No special treatment.
Under this gpproach, there would be no provisons specific to small
savice suppliers though there might be provisons specific to smadl
economies such as non-symmetrical market access commitments.

#2 Support small service suppliersindirectly through market access limitations
Under this approach, the focus would be on reducing domestic
competition for exiding service suppliers of dl gzes through market
access redrictions (such as quotas on number of operators, and economic
needs tests) — not be specific to smal service suppliers.

#3 Support small service suppliers through government procurement limitations
This approach would have provisons targeted specificdly at smal service
suppliers in order to help them increase potentia export revenues. The
provisons could be of two types (8 government procurement set-asides
of contracts of a specified amount that are only available for bid to smdl
service suppliers from FTAA Parties (e.g., US$25,000 to US$75,000, with
an option for governments to reserve contracts under US$25,000 for their
own nationd firms); and (b) a commitment that a minimum percent of
contracts from internationd financid indtitutions go to locd smdl sarvice
suppliers (eg., 10 percent of dl World Bank or Inter-American
Deveopment Bank funding for agiven FTAA Paty).

#4 SQupport small service supplier growth through technical assistance
This approach would focus on provisons that help to improve the cost
dructure and competitiveness of smdl service supplie'ss They could
indude initiatives such as the following:

» Subsdiesfor export development and innovation activities.

» Vouchersto offset operating expenses.

» "Universal access’ requirements of dl large sarvice providers,
foreign and domedtic, to ensure that smdl service suppliers in rurd
and remote communities have access to the same qudity of service
inputs as those in urban aress.

» Traning funds avalable specificdly to smal service suppliers in
order to improve the human resources available.

» Govenment loan guarantee program for export development
financing to small service suppliers

» Provison by foregn banks of commercid banking services for
amdl service suppliers a rates smilar to those offered to medium-
gze firms and induding overdraft faciliies secured by accounts
receivable.

#5 Support small service suppliers indirectly through priority attention to trade
issues of importance to them
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This gpproach would place priority focus on the following types of issues
because of ther particular importance to smal service suppliers, without
singling out small service suppliers.

» Reduce the regulatory burden and cost of doing business through
regulaiory reviews and dreamlining of government authorization
processes.

Sgnificantly improve conditions of temporary business travel.

Remove locad presence requirements for Mode 1 supply of
services.

Accderate the development of mutud recognition agreements,
with service industry associations taking the lead.

Examine posshiliies to dlow freer movement of consumers in
order to support Mode 2 supply of services.

Y WV VYV

8. Recommendationsfor CARICOM Negotiating Stance
Keeping in mind particularly the human resource condraints of smdl service suppliers,
below are some proposed generd principles for the FTAA regotiations as well as specific
recommendations for the FTAA Chapter on Servicestext.

8.1 General Principles

a)

b)

d)

Keep the structure and coverage of the FTAA Chapter on Services pardld to
that of the GATS, including the application to both services and service
suppliers.  This will reduce the burden on smal service suppliers and on the
limited human resources of many CARICOM governments to learn different
trade agreements.

Keep the same dassfication sysem tha CARICOM members have dready
used for their GATS commitments and with which smdl service suppliers are
becoming familiar (so that the two can be easly compaed). Agan, a
dandard presentation and classfication format makes it esser for smadl
savice suppliers to track the liberdization commitments in various potentid
target makets and for CARICOM governments to manage the scheduling
process.

Safeguard the right of CARICOM members to develop and implement new
regulations.  This is criticd in that the regulaory <ructures in some
CARICOM economies ae wek (eg., in licensng) and need to be
strengthened before market accessis liberalized.

Ensure that no additionad adminidrative or reporting requirements ae

imposed by the FTAA. This principle is particularly important for both small
service suppliers and for smal economies with limited human resources.
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8.2 Specific Recommendations
As other authors have dso commented (Abugattas, 2000; Abugettas and

Stephenson,  2002),

the FTAA agreement needs to be dtuated between

commitments dreedy made under the GATS and commitments dready made in
CARICOM. The proposds in Table 5 assume that the terms of the FTAA should
be more liberd than the GATS but not as liberd as Protocol 1. The specific
recommendations are coded asto rationde as follows:

A: Reduce adminidraive burden through harmonization with the GATS
and Protocol 11
The man recommendations under this rationde are to keep the
following FTAA dementsthe same asthe GATS:

VVV VYVVVV VVV Y VY

Classfication sysem

Scope (al but activities involving the execse of
governmentd authority)

Coverage (dl leveds of government and governmenta
authorities)

Measures covered

Modes of supply

The right of governments to regulate and adopt new
regulations

The importance and relevance of domestic regulations

M ost-favoured-nation principle

Transparency and contact points

The importance of mutud recognition of professond
credentials

Monopolies and exclusive service providers

Market access principle

Nationd trestment principle

In addition, it would be helpful to link the time frame of the FTAA
to that of the GATS =0 that offers are made under the FTAA after
they have been prepared and received for the GATS.

B: Presarve the additional benefits of economic and labour market
integration under Protocol 11

The main recommendations under this rationde are to ensure that

there remains additiond liberdization benefits for CARICOM

members under Protocol Il that are not extended to dl FTAA

parties, such as.
» A postive list approach
» A moreliberd negotiating base
> A more accderated liberdization process  through

\ 24

scheduling the removal of redtrictions

Coverage of the employment of skilled personnel.

Removd of resdency and work permit requirements within
CARICOM
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» Indudon of “non wage-eaning activities’ (i.e, Hf-
employment)
> Regiond licensing of professonds

C: Additiond liberdization or specification for the FTAA
There ae dso areas where additiona liberaization or specificity
under the FTAA (as compared with the GATS) could be of help to
amdl sarvice suppliers, such as.
» Address the rights of spouses and immediate dependents in
the case of intracorporate transfers
Addressinvestment promotion and protection
Specify categories of busness vigtors
Detall temporary businesstravel conditions
Ensure substantia sectora coverage.
Possble incdluson of *non wage-earning activities’
Specific dipulations for smal economies
Work program on domestic regulation
Greater specificity on denid of benefits
Modd MRAs
Allowance for regiond licensing authorities
Activerole for professond associations
Specific stipulations on government procurement
Specific ipulations on e-trade
Specific gipulations on technica cooperation

VVVVVYVYVVVVVVVYVYYVY

D: Addressissues of particular concern to smal service suppliers
Findly, there are areas where specific FTAA negotiating positions
can be of direct benefit to smal service suppliers, such as:
Loca presence not required for Mode 1
Free movement of consumers for Mode 2
Centrd online database of regulations in a common format
across FTAA Parties
Inclusion of government procurement
Incluson of e-trade
Technical cooperdtion initiatives that address human
resource condraints and issues of relevance to smal service
suppliers

VVV VVYVYVY

Issues Regarding Small Service Suppliers, page 23



Table5: Recommendationsfor FTAA Services Negotiating Positions

Topic CARICOM/Protaocol 11 FTAA GATS Rationale
Negotiating moddity Negative ligt Pogtive lig Pogtive list B
Negotiating base Level of accessprovided | Leve of bound access commitmentsin the Levd of bound access B

by existing measureson GATS commitmentsin the
Services GATS

Progressive Standdtill mandated Mandated progressive liberdization Artide XIX B

liberdization Schedule for removing
redrictions

Clasgfication sysem WTO document WTO document MTN.GNSW/120 WTO document A
MTN.GNSW/120 MTN.GNSW/120

Time frame for Sages Text findized — January 2003 Requests — June 2002 A

of negatiations Initid offers— April 2003 Offers— March 2003

Scope All but activities All but activities involving the exercise of Article1(3) A
involving the exercise of governmentd authority.
governmentd authority.

[Article 35(3)]

Coverage Centrd, regiond, sub- Centrd, regiond, and local governments Centrd, regiond, and A
regiond, and loca and authorities, plus hemispheric and sub- loca governments &
governments and hemispheric non-governmenta bodies with authorities and non-
authorities. delegated authority. governmenta bodies

with delegated
authority

Measures covered GATSwording GATSwording GATSwording A

Modes of supply 4 modes of supply, with 4 modes of supply, with commercia 4 modes of supply, A
commerciad presence as presence as Mode 3 with commercid
Mode 3 [Article 36(4)] presence as Mode 3

[Article1(2)]
Mode 1 Local presence not required for small D

sarvice suppliers.
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Topic CARICOM/Protocol 11 FTAA GATS Rationale
Mode 2 Free movement of consumers. D
Mode 3 [Article 36a(3¢)] Right of spouses and immediate dependents C
to move with intracorporate transfers.
Investment promotion Handled in a separate Investment chapter, C
and protection with supply through commercid presence
remaining as Mode 3 in the Services chapter
Mode 4 coverage Employment of killed Employment not covered. Employment not B,C
personnel covered. Adoption of the NAFTA ligt of Business covered.
Vigtor categories, plus additiond Businessvigtors
categories. covered, but categories
unspecified.
Annex on Temporary » Edadlish “visafreg’ or “visa-at-border” C

Movement of Persons

entry for business development
puUrposes.

» Egdablish common service standards for
the processing of temporary entry visas
— e.g., turnaround time, documents
needed, recourse if denied.

» Expand the range of professonsthat are
entitled to “business vigtor” status.

» Expand the range of support staff (e.g.,
research staff, executive support steff,
technicd g&ff, Saff in training for
professond or technica postions) that
are entitled to “business vigtor” datus.

» Admit as business visitors persons who
are partners or clients of domestic
service suppliers.

» Create multiple-entry business visas for
service suppliers with contractsin
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Topic CARICOM/Protocol 11 FTAA GATS Rationale
another Party’ s market to support
delivery of services and reporting to
clients.
» Tran immigraion/customs officers
regarding the busness traveller.
Meeting GATS Article | Labour market Economic integration will require ArticleV B,C
V requirements integration will require Substantial coverage.
the removad of resdency
requirements and work
permitswithin
CARICOM
Commitments gpply Naturd and juridiciad Naturd and juridicid persons Naturd and juridiciad B,C
to: persons. Congder including *non wage-earning persons
Includes “non wage- activities’
eaning activities’ (sdf-
employment.
Trestment of FTAA.TN/18 ArticeV and Article C
differencesin Separate developing economies and small XI1X(2)
development and Sze €economies.
Increased flexibility in scheduling, longer
time frame, fewer sectorsinitialy.
Possihility of non-symmetrica
commitments.
Right to regulate and Nationd prerogative & Nationa prerogative & responsihility Nationd prerogative & A
adopt new regulations respongbility responsihility
Domedtic regulations GATS + work program on regulatory Article VI AC
review, model domestic regulations, and the
adoption of international standards
Denid of benefits If juridical persons are not authorised or Article XXVII C

domiciled, in accordance with the nationa
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Topic CARICOM/Protocol 11 FTAA GATS Rationale

legidation, in arespective Member State

and that are not subgtantialy owned and

effectively controlled by nationds of that

Member State (with “substantialy owned”

being more than 50% equity interest, and

“effectively controlled” being having the

power to name amgjority of itsdirectors

and otherwise legdly direct its actions).
MFN Yes Yes plusinitid exemptions Articlell A
Transparency & GATS + centra online database in common Articlelll A,D
contact points format
Mutua recognition of Regionwide licensang GATS + modd MRAS Artice VII AB.C
professond
credentias
Annex on Professond GATS + regiond authorities dlowed and Disciples on Domestic AC
Services liberdization led by professond Regulation in the

asociations Accounting Sector
Monopolies & Article 35a(1) GATS Article VIII A
exclusve savice
providers
Market access GATS Article XVI A
Nationd trestment GATS Article XVII A
Government » Thresholds below which contracts may Article XI1I C,D
procurement be reserved to domestic firms.
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Topic

CARICOM/Protocol 11

FTAA

GATS

Rationale

Set-asdes for very smdl service
uppliers, usng “very amdl” as
meaning fewer than 10 employees.
Requirements for loca partners on
contracts awarded to medium or large
service suppliers from other Parties.

E-trade

v WV VvV V¥V

A\

Technologicd neutrality in services

trade commitments (especidly Mode 1).

Full support for the protection of
intellectua property rights online.

Policy co-operation with other
governmentsin fighting cyber crime.
Support for private sector sdf-
regulaory initiatives.

Cregtion of modd regulations (for
condderation by trading partners) to
address sengitive issues such as privacy,
authentication, consumer protection and
recourse, etc.

Fast-track e-government initiatives so
that smal service suppliersin particular
will benefit from lower transaction
costs.

C,D

Technica cooperation

Build nationd capacity to implement
regulatory review and reform prior to
liberdization.

Assgtance in capturing services
datistics and building a business
register.

Article XXV

C,D
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