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Canada— US: Free Data Services Zone?

by WILEIAM DRAKE
Columbia University, Bew York

Trade in dats aml data scevices (s an increasingly Important
dimension al the FOF dssue area. With the growth of Interna-
tional on-bine <ata-base services and related marke:s-based
praciices, a new buplie ol concerns has become prominent in
the complex intermational pulicy jmeess. One of the mest Im-
portant proposals in this feld is the Reyal Bank of Canadua's
call for formal trade negotialions botween Canada and the
TTnited States.

The two-pronged proposat, initiated by Royal Bank President
Ruwland C Frazes and claborated in a technical paper by
trade expert Rodney de C Grey (1ee box), would establish rules
fur privacy and for trade, the latter being based on General
Agreement on Tariffs and Trade (GATT) arrangements for
trade in guods (iee box). The bilateral and multilateral iraplica-
tions af the proposal were the suliject of a recent conferende at
Ciolumbia University, New York, called ‘“The Management of
I'ranshorder Dala Flows: US - Canada awd Beyond,” span-
sored by the Canadian Studics Programme of Columbia Uni-
versity and the Canadian Tnstitute of International Affairs in
Taronto. The conference brought together 17 speakers and
aver 60 participants in one of the most extended disenssions to
date between academics and he business communities on
TDF palicy. These delilierations may contribute {a the initial
pusitions cach country takes when formal negotiations be-
tween rhe two goveraments begin this antumn. I is expected
{hat ane of the first sectors to be considercd will be trade in in-
tormuution and computer services,

The Rayal Bank proposal comes at a lime when Lhe TDY de-
bate may b reaching an important turaing poine. After sever-
al years of targely exploratory discussions in multilateral fora,
there are new signy that more cancrete actions and the braad-
ening of the discissions are imminear, The Organization for
Eennomic Cooperation and Development {OECLY) seemis
closer ta isswing & Statement of Gencral Intent, perhaps based
an {he American idea of a *Data Pledge'; the Endergovernenec-
tal Bureau fur Informatics (TRI} was to debate universal prin-
ciples at its June meating; the Inlernational Telecomeuntca-
tion Union {TTU) is pundering its role in the wake af the Triter-
nationat Telecommunications Users Group {{NTUG) initia-
tive; uther Thivd-World fora, such as the United MNattuny Coan-
ference on Trade and Tevelopment (UNCTAD} and the
Unjted Mations Fdocational, Seientific and Cultural Crgani-
zation (UNFSC) are increasing their invalvement, and a
bevy of country case studies are expected through the Uinited
Mationy Centre on ‘Fransnational Corparations {UNCEC).
There are also significant changes Laking place in the structure
of the underlying telecoinmunications services and equipment
markets, as the pressures unleashed by American deregulation
reverlerate internationally. [n this context, the forceful articu-
lation of & user-ntiented perspective on FDF's trade dimen-
slons is very signilicant indeed.

As the multilateral coniext heats up, the hilateral Canadian -
US cantext appears propitious for the porsuit of concreee

agrestents, While (he intcrnad organization and i
aricntation of United Srates policy may be undergoing . -,
change, s general regulatory philesrphy and bareae:
stanee remains wnakttered, Things look guite different, fiw
ever, north ol the $Mh paratled. Alter several yoears of ey
ing for a mildiy nationalistic ‘Third Option’ (o maceoeemnn .
ic depedence, Canadian policy makezs appear ta be acep
ing the inevitable and etnbracing an Amcrican-oremsed
trade-ded growih strategy. Canada’s Trade Minister Gerals
Regan is hiving regular discussions with the LS Prade Repee-
semtalive Willlam Brock about the liberalization of four e
tors, including data services. And as tHe realitics of coonome
cveles merge with the upcoming elertoral cycle, the successby
rnanagemeni of 'North-South” relations could beeome an im-
portant issuc. All this may add up t© 2 more explicitly liberal
strategy in TDIF, as witnessed by Canada’s position at the lau
QOECT meeting on users’ ‘right afaecess’ (a data and data ser-
vices { TDR Vol VIE Nu | January/Febiruary 1984).

More irnportant than the timing of the proposal is, al course,
its substance, The trade dimension is in soimne senscs @ micrg-
cosen af the larger sffore to reach agreement on TDF. The con-
cerne of the field and the Royal Bank prapoesal for its manage-
ment ran be zaid ta be threefold. Firae, there are concefriee!
problerms involved in defining the specific technologies, mare-
kel seqmeonts and practices thal are the shject of the polivy pro-
cess; as all recognize, these are muds diffienlt by the complex-
ily and mterrelatedness of both the issues arwl the catant or pe-
tential arrangements governing them. Sccond, there ate prob-
lems pased by incompatible regulatory phifasaphies; thesc in-
vobve slate and corpurate preference orderingy sbout the wltl-
mate ends of comrmunications policy and the means for their
achicvenment, aud are particularly dilfieult becauye al the conr
flicl between nationally and internationally nptimal solitions.
Finally, lhere arc facfien! problems prescat even when the
ahove are resolved: these involbve the selection of negutiaking
fora (bilateral e, multilateral), issues for negatialion {narrow
speuification oy, issuc-linkage), timcrabiles and ncgotizting
stances to be adopted when scarchiog for a negutiating {racal
point where aliernative approaches can meet. As the discus-
sion af Columbia University illustrates, the Rayal Bank pro-
posal i quite significant in terms of all three categuries.

Industry debates proposal

Presenting the Royal Bank proposal was James C Granl, Viee
President o Strategic Planning and Retail Banking ar the
Bunk and Canwlian representative to the OQECLEYs Business
Advisury Committes and the International Commerce Goni
mission group on TDF, In his keynote addresy, Granat careful-
ly delineated the criteria for choice of trade instrumentsy, main-
(zining that as all participanis sought to maintain certdin core
values, ‘what we face is simply an argument about method.’
Addressing fears about TDF s possible negative sffects, Crant
reenunted the case of an American airline company that re:
cently moved south of the barder its offices and terminals that
serve Canadian customers. ‘I have no doubt the move made
aound business sense,” he said. But, ‘it may e be good patiti-



eal gense. If il became a trend, if technulogy was perosived as
generally promoting the removal of jobs from Canada on an
overall basis, it is easy to sec government moving vignrously
to stop that . . . I frankiy sce no evidenee that the example [
mentioned is 2 symplom of any kind of trend. But the fears are
there; and they could easily be whipped up by critics with goals
of theie own.* Turning his atlention to such critics, Grant said
that, ‘some wonld slam the borders shut and ercate a munep-
aly in domestic markels — a kind ol hothouse in which o nur-
ture the delicate sprouts of exotic business enterprize. I think
the workl proved onee and for all in the 1930s what an unemiti-
pated disaster protectionisne can be, gnd il has taken 40 years
plus under the GATT to try and undo those errors.’

Dhivid-
;mg the field conceptually into hardware (computers and tele-
communications  enuipment), software (application pro-
prammes and processing sevvices) and information services,
he said that policies based on the negative tariff protection of
their suppliers were short-sighted. To the extent that any sup-
port is required, this should be in an agreed form of positive
subsidization. Phifosophically, then, a user vrisntation is in
the general rather than particular inlerest, since ‘this issue
daes not concern just (suppliers’) large current customers. [t
creerns every husiness, because inereasingly, every business
can take advantage of new technological developroeits as data
procossing capacity drops in eost and as new applications are
eonceived.” Teinpered by rcabtarn, be proposal calls not for
fuily free trade, but far ‘the establishment of rules concerning
unimpeded access to markets for Canadian and American
suppliers; and the harmonization of privacy pratection in cach
country. In general, rules are needed to protect sensitive na-
ticnal tntercsty.”

If agreement in principle can be found on such substantive
concerns, the tactical problem of transforming desire into ae-
tion remains. 1 ix “erribly important,’ Grant said, ‘that we
pick from within the range (of coneepts) some areas ar items
on which to begin negottations, and that (wgether our two na-
tions use that to hegin defining soane af the basie principles
and/ar rules for treatment of sevvice lows, If we involve all the
goods and services — and remember new ones appesr virtual-
ly every day — the negntiating challenge would be, T suggest,
well nigh lmpossible. In any case, the time frame would he-
come unacceptably Jong.” He suggested that one area where
agreement might be casily reached to begin the cooperative
habit was the moveinent of intra-corporate daea, " Most would
agree, I helieve, that unimpeded flows of this kind of informas-
tistr are easential for both small and large companiey in man-
aging their business. Using that single example, the negotia-
tars would seek agreoment on the riles under which access to
information could be denied by national governments, Since
it is a relatively casy category to define, I believe this area of
traded cotmputer services coukl serve az a useful slaring
poine’

Explicitly linking the bilateral awl multilateral contexts,
Cicant said that, ‘we arz not embarking on 2 twe-nativn pro-
tectionist agteement, bue rather on a path toward freer trade,
We rnust look at opening up North America only as a {irst step
toward apening up the world. Given our two nations’ imprey-
sive history of cooperation and probleme-solving, we have the
ability to demanvtrate to othcrs that such an sgrecement is not
only possilile, but that it will provide the best means of ensur-
ing future international prosperity.” The problem, he said, is
that ‘we are, in cffect, writing the rule buck with the ball al-
ready in motion.” Yet the need is urgent, as ‘in the absence of
any international agreement, there is a real danger that coun-
tries will act unilaterally to restrict the kind of information that
can be sent, processed or stored abroad out of a cancern for
access to data, privacy and national sovereignty. Without
agreement, the result could be an array of restrictive rules and
regulaticns, ranging from tariff and non-tariff barriers to gov-
ErTLIMent attempts to register, tax and monitor all data hanks

.+« IF we adopt codes of conduct, this could be the first siep

toward reassuring counicies thal iultinstional activitics In

terms of flows of datz arc manapged in defined and accepralite

wayi. Such codey have Lo addreesy the prime concerns — sover-

cignty, privacy, cconomic dependence and so forth.”

Generally supportive of the proposal was [ran E Spero, Yice
President fov Tneernational Corporate Affabes al American Ex-
presa, s user e that has taken a leadecship role in calling for
application of GATT rules to TIDF. Spero greeted ihe mem-
biers of what she jokingly catled the "TDF Mafia’, and =aid that
she supported the proposal’s philosaphical urientation. Be-
cause THF is the Hifeblond of virtually every major economic
activity,’ she said, "usery need an assared, predictable interna-
tional regime that will guarantee the lreest possible Now of in-
forrnaiton across national boondaries amd thar will prevent
governments from arbierarily changing the rules of the game
Further, the ‘riles of the gamne mest be sulficiently flexible o
allow, in fact to cneourage, innovation in and application of
new techiglogies, Ar this stage in the game, there ks no pre-
dictability in the policy environment, cither in the US or in
Canada or really anywhere else in the world,” At American
LExpress, ‘we sec real problems not jost on the horizon, but in
frant of us.’

Citing the prevalence of comgpetitive informatization strategles
that ‘chaflenge the prevailing system of relatively free flow of
information,’ Spero said that, ffrom a vser’s perspective, these
measures are hecoming very real harrers to trade, harriers
that stifle competition, increase operating costs, reduce pro-
ductivity and in the end lead to higher costs for consumers of
aur gaods and serviees.! Further, she worried that *the effects
of these restrictions on infarmation flows are not likely to re-
main confined to any one country. Trade barviers, regardless
of their metivation, have a way of provoking retaliation that
can spread the negative effects of protectionism international-

ly.*



While Spero supparied the proposal's approach, she was con-
cerned about certain conceptuat arnbipaitics and the potential
political barviers to its enactment. It is difficult to define the
threshold for ‘limitation of barrievs’ as the proposal supwests,
or to define ‘relatively unimpeded flow' with precision, Amd
although ‘the very pracess of being in negotiation could ttaelf
art as a deterrcnot (0 any fetere barricrs,’ she suggested.
‘Canada is nottikely to let its data-relatad activities fall sigrnii-

- T =vink
we would be kidding ourselves i we expooied the resuh: o 4
batateral agresinent to be alisulutely firee trade in inFarm.cion
services. The goal, then, should be, in my WiEw. tooset T Tty
fur the departure from the agreement 1hat are 2y limited and
vonsistent as possible’

cantly behind thase ol its major trading partners

fSpero explored the tactical problems the proposal might pose,
noting that a broader regime would pet *firgt prize in the cser's
perspective. We have to consider whether negotiations of 4 bi-
lateral agrecment will undermine any prosperts for a forre
GATYE multilaterat agreement on information services o1 oan
services in general, Will it be a precedent for a N oarth-
Aumcrican Iree trade area? Wil 3t lead 10 blocs or can it b in-
ternationalized or mullilateralized?’ Spera adwiitterd 1hat
GATL procedures ‘may have to be radically adupted for uo in-
formation regime, hut they may provide some guidelines. Tt

will not be sasy, vither, to came to sorme murtual deliniion of

national treatment ar ty put together what Rod Grey calls 1he
“'parcel of righits™ that will provide guarsnteed access.” Cur-
eenily, *as & possilite element of this grand plan, and it s very
ambitious plan, many users and policy makers are atso excalor-
ing the possibility of sector-specific codes for (elecommu ica-
tinns and information, which might come under the (GA ]
and the inclusinn ol telecommunications, infirmanion ans see.
vires i exisling GATT codes, for instance in the govern:ient
procurcment code or thie subsidies code.”

Anuther corporate official who guestioned the 1actical dimen-
siong of the iniliative was Robert Mathiesan, a Ihvision Man-
ager at A'TEL who has been active in the TERT discussions of
the US - Canads Committes of the Charnber of Cornmoerce,
Moting that the Chamber secks to “prevent Itictions from aris-
ing in a political spectrum,’ be said that previoo: hitaters! sat-
eltite and border broadeasting dispuies had been settled by
tsking a more “technival’ approach. Mathies-n feared that
there was insufficient agreement on *first principles’ cither in
the hilateral or OFECD contexts 1o facilitate constructive dis-
cussiong; that election-year pressures on both sides of the hor-
ther could make any negotiations hestage 1o competition be-
tween polities] parties, so ‘politcal priodtics are hable w in-
fluence how the dead Is cut;” and that it mighs herame a bar-
gaining chip in the four-sector trade talks, *YWhar are the risky
of trade-offs being madc in specialty steel for computers, ar for
perhaps heef, for trade in computer services?” he asked. I a
lack of prugress cools enthusiasm in one set of negotiatiuns,
ihis mood could apill over inta the vthers, Mathiesan favoured
‘picking it up in "85 or ’86," and sugsesicd that in light of di-
vergent opinions, ‘first Canadian industry talk it out amongst
themnselves befure they enter into a dialogue- with govern-
tnent.” This slower, disaggregated approach was later en-
dorsed by Harry B DeMaio of IBAM,

Thut Canadian industry might nat be of one erind on the sub-

ivrt was made clear in a controversial presentasion by William

H Loewen, President of the Canadian Indeperd=nt Computer
Seriices Associatinn. Locwen, in an emotior 2l speech, said
that *a dogmatic appruach to free trade simpby r:.a.k:fs.- N ke
e Canada.’ Turning to the initiative, Loowe:. <zid that "with
preatest Tospect, we dizagree with almust every assumption

and premise fromy which the Royal Bank's propasal was de-
rived and we find this supparting argument najve and wncoit-
vincing at hest and distoried ane cuntraciictory al worst . . -
Both the Koya Bank and our Government secm (g fail 1o resd-
ize that we already have frec trade in compuier services, thal
it is costing a growing number of jobs, and thay cainputer dald
should not be treated in the same way as tangible goods’
becauwse of s ¢lieats across all economic sectnrs,

Further canceptual disagreement stemmed irom the argument
that while commedity imports invelve now, ane-time costs,
‘importation of services involves long-terem contraer constder-
atinres, Onee locked into these services, they take on g prema-
acncy that eliminates the normal competitive marker furees.”

Locwen also depicted the Royad Bank's claim that dara protee-
tdonism would reduce the market transfer of technology o
Canada as “a denial of Canwdian entreprenerial spirit,” In-
stesad, “iT R datu are swored and processed in g foreign eoun-
try, we will lose the technalogy, All that we will have in that
stenariv i terminals imported from the United Siaecs, prob-
ably, to be compatible with United Staws data hanks. " Fue-
ther, ‘there i3 no longer the need for & Now York corporalion
to have a Canadian head office. It has beenrne as casy 1o ser-
vive Vancouver from New York as Wi Lo sorviee Seatrle from
MNew York. The barder no lunger mateers. When yau recog-
nige how fnuch of Canadian business is T1S-owned, the (re-
'mendous valnerability 10 logs of computer-related jabs e
eommies abvious,’

Fuewen was equally worried aboud the robe of the United
siates, quoding Burroughs Chaicman dichack Bhumenthat to
the affect that "“TIXF is largely an fssee of the U versuys the
world.” Whar ‘cveryone but the Koyal Bank sccmy 1o realize
is that the importation of services eoudd drastically reduce &eo-
HOMEC activity in every cauntry except the United Suates. That
b5 why every cowntry is resisting such a mnve.” Further, North-
ora Lelecom wnd Mitel's hardware successes asiele, ‘a number
afCanadian data-processing companies have weakened them-
selves very, very setiously by toying to move into Hee American
warket, for example. We would have a much stronger indus-
try in Cluevada mow iF il weren't for those moves, which rt:éll]}!-'
ilon’t hold much promisc for Canada.' Dependence nn the U5
would also make Canada hostage to that country’s furelgn
poticy. Without judging that policy, he averred, “there Ellas
been suMicicnt evidence of treaty violation in arder o bnng
political pressure to hear on other governments (g, Dresser
France), buath Mrendly and wnfriendly, to suggest that data
shoutd neither be processed nor stored autside territorial
boundaries. We waould not want cither the realidy or the ap-
pearance of being hell hostags 1@ our own data.’

-3



Loewen said: *Basically, we've asking the Governinent to de-
ctare, nuw that restrictiona will be put in place, that there will
be no agreement on trade in government services, and that
after a suitable period of study of the importation of services
that is presenely laking place and a suilable examination of
thase services, which has been resisted by our telephone com-
panies for some reasen, proper riles waukd e developed that
would aliaw the transborder data low that needy 40 take place
to do so, Canadian data, in our apinion, must be processed in
Canada.' Unfortenatchy, the negntiating momenturm toward
liberatization ‘continues to move very, very fast. The signs
are, ar the Canadian side, minds have alicady heen made up.
I ron’t know just what the trade-off is or whao's gat {he influ-
ence thae’s made up the minds =o quickly, But from a subject
that's been thrown around since 1972, and warmings have ex-
isted sinee then . ., suchlenly the ssue has been sort of pushed
into the background . . . the Royal Bank has come up with itz
pasition, and the Canadian Governmeent’s position iy almest
identical, as nearty as [ can see’

Governments raceptive but cautious

Whether or nat Loewen's view is representative of Cansdian
opinion, it does hightight the paliticad difficultics states face in
mediating between the sometimes competing demands of
users, supphiers, trude tunions and other pertinent interest
groups, Not surprisingly, governiment representatives to the
ronference were generafly receptive to the proposal’s logic, but
cautious and reluctant to judge s political chanees ol berom-
ing policy.

This attitude was eeflected in the presentation of Robert John-
stane, Canada's Consul General in New York and a wade ex-
pert furmetly with the Ministry of External Affairs. Juhnstone
demonstrated +he difficulties of moving quickly to intergoy-
ernmental agrrements by eantrasting trade in goods with
irade in services, noting that uniike the forraer, the tatter is an
extreriely helerogenenss categary, lacks any imernationally

recognizel orgarizing principles, and bs characterized to s Far
greater degres by nwket-distorting, sen-tardf barriers,
These comceptual problers aside, Johnstone upptasded dhe
proposat’s philesaphy and decision @ bwild on extant regime
rules, and took issuc with taciical assesamernrs such as that of
Mathieson which doulit its politieal feasibiliey. Muleilaleral
and bilateral talks are mot tnofeally cxclosive, he said, cspe-
ciully since, ‘from a Canadian perspective, any negotiation
with an international comiext is largely abuut & negotiation
within a mullilateral context with our major trading partner,
the United States.” Further, T don’tsec any reasan to fear that
the discussion of TTHF issues will get distorted or thrown off
balanve becawse of an urgent political sense that something's
ot to be done. ”

A similar, halanced and carchat appenach was taken by Peter
Robinson, Canada’s Special Adviser on Inlernational Aspects
ol Infarmaties for the Department of Communications and the
head of the (RIS expert group on TEF. Robinson pointed
out that policy discussions are made ilficnlt becanse many
Armericans have misconceptivns abaut the supposedly fprotec-
tiomisd® nature of Canadian policy, and that these are perpetu-

ated throvgh repetition without substantiation by otherwise

well-infnrmed sources,

[n particubar, he took issue wilh the frequently reported claims
that the (Fovernment had denied the Vancouver Real-Estate
Board aveess o Americsn data-processing facilitics, and thae
the Bank Act of 1980 requires the processing of aff hank data
in Canada, thereby imposing extremely high costs un forcign
subsidiaties. Robinson’s dismissal of the laiter claim was sup-
ported in the subserpuent diseuzsion both by an American offi-
rial involved, and by a representative af 2 multinationat hank
that had adjusted to the initial incenvenicnee and waas now
finding it less cxpensive to process data locally,

Rabinson also noled that in lighe of the Dresser Franoe and
vther vases, the American record on ‘Tres flow’ was not quite
perfect either, This said, he applauded the trade-oriented phi-
tosophy of both the initiative and of current OECD work, at-
guing that emnloyment af the broad concept of “TTIF can lead
bo competing normative concerns and a misplaced cmphasis
on the “fow' dimension of the phenomena, On the other hand,
bee saiel, it iy tacticslly dangerous to completely disaggregate
the “I'DF' coneept, since cither bilateral or multilateral {rade
negodiationg required an appreciation of differences in wnder-
lying telecommuricatinns regulations and in national ap-
praaches to intellectual property and extratceritorialily, -

For their part, the Amcerican offwials were cqually measured

i offering their general support of the proposal. Eathryn
[auser, an coconomist al the Otftice of the US Frade Represen-
jative, tepicted the current nlateral relatonship in relaively
poenign teems. She said that it is being well managed through
the onguing fechnical mestings belwern welecommunications
authovities dubbed the *MNiagara Process’, and the four-sectar
tradde discossions, and bs complemenied by the American ini-
tative in the GA'L'L, Prospents for additionat formal proce-
dures were mixed, she said, because conceprualty, ‘T realty
don’t think we know right now what the bottom line for Cana-
du shoubd be. T Jdan’l think we know what our bottom line
should he.” This and a lack of Congressional authorization
means that *we have a limg way to go befure we are ready 1o
necgatiate anything, '

Dieseribing her offurts to canvass American corporate opinion
abuul probtems encountered with Canada, Hauwser sald that 1o
reality most problems were rather minor, often inealving a
simple unfamiliarity with the reguisite regulatary procedures,
In fact, she said, "we hasically have free trade or free RBow of
infrteation across borders . . L and we have had for a number
ofyears.' Since the Canadian and American Sovernrneanis are
largety of ane mind in both the bilaterad and wultilateral con-
texts, negotiation af o fortnat agreement "would simply codity
the sfafer gue.” Indeed, she stated, a ‘more important” and
precedent-scrting develapment s the current negatiations be-
tween the US and Tsvael for a comprehensive free-trade area,

‘The stenilarities and differences beltween the proposal and cur-
rent American activns were also highlighted by Virginia
Scllunade, Sialf Drector of the Sulroommittee on Internation-
ab Operations of the House Forcign Affairs Committee, Tn
particnlar, Schlundt examined the pending Reciproeat Trade
Irvestment and Services Industries Development Act, which
it designed to creale open iniernational markeds for American

Cprade and investmment in services and to foster internationa



agrecments which promote that end. As in previous bills, bar-
riers 1a sech flows sk 10 be identified and loosened thromgh di-
plomacy to ensure data transfer and aceess rights and a ‘right
of estabdishrnent” or investieent . While the foriner is similar to
the proposal's ‘right of prescnce’, Schlundt noted, ils exelu-
ston of the latter and Eurapean non-accepl ance would prove
problematic in format negotiations, However, Schlundt was
optimistic becanse the legislation foregoes some ol the aspects
of previous bills (hat have troubled American trade partbers
in the past, such as rigid definitions of restriciions, obligatory
retaliation and alareist language, Further, the Act requices
that TUF policy be in conformity with the averall diplomatic
objcctives of the US, rather than be frmulated purely in tetins
of domewtic commercial prioritics.

Internationat context important

Whereas bilatera] disagrecments tended to be mare tactical
than substantive, the conferees indicated that hoth are poten-
tially contentives in the more diverse international reabm.
Speaking in favour of lileral bilaterabism was Eli Noam, Ti-
reciar of the Research Programme in Telecommunications
and Information Pobicy ar Columbia Business Sehool, and

author of a {forthemning buok en Evtopean PT s, NNoam ar-
gued that the coneeptual amd philosoylical differenees Detween
North Awmerica and the Continent are sogreat as o Frf-_chld{‘ the
estaldishment in the shert 1erm of meaningfl multilateral
agrecmeents, Despite changing teehmolo gical and marketing
poesibilities, he suggested | the PT'T's view the new 1D issues
through pre-telematicslenses: they see themselves as protectors
of the public against private manapolies, providers af esrentinl
cross-subsidized services and, increasingly, as architects of in-
dustrial policies. The resultis often restrictive and anticomprli-
tive policies designed primarily to prescrve the *grand coalition”
of FTT s, supplicrs and labour that he dulbied “the Postal 1ndus-
triat Comyplex’, Theirbiggest [ear i the spectre olinternation-
al, largely Amcrican, integrated telecoramunications compa-
nies that provide communicalions, data provessing, data bases,
marketing and links with other data bases, * said Woam. *Thosse
compantes would presumably be aygressive, inmmcative and
fiexible — in shorl, everyihing the P'UTs are nar,”

Aside from harming farge users and fareign supplicrs, Euro-
pean governnwnds are *harming thetrnse|ves' by lesseniog the
vitality of the coonomies they wee ioying to praect. Lismissiog
famoke-screen’ arguments that the issues are too complex ibf
irnmediate action and reguire ag internattonal negatiations
for harmenizativn, Neoam concluded that “hilaceratism has =2
greater chance of success thas iullibaeratism, ' and the Roval
Bank initiative ts herefore a sensible one. .

A rather dilferent poesition was taken by Kard Saovant of the
United Nations Centre on Uransiational Corporations. Sau-
vant hegan from the premise that GATT, I'T] and other rules
do not adhl wp to o comprehensive and internationatly accepted
TDF regime, and that in this ‘pubBe-palicy void', destrostive
wrilateral actions arc becoming more frequent. However, con-
ceptually 'we don't know very rouch about what TDY are, what
their importance i, what their impact bs, and therefore any
frarmewnrk which would be negotiated now is likeby to e vnsae-
isfactary and possibly can stifle the initiatives of the market.”

Sauvant srgued for a two-step approach that would Rrst “des
mystify’ the issues and then promale evolutionary pukicy har-
menization, While the Royal Bank propusal contributes to
both ends, he sabl, 'bilalera] agreemenis on traede in doln sl
data services cannet be a substituee for a multilateral ap-
praach.’ Vurther, althoupgh the projosal ineludes procedures
for third-party attachment, “uther pulcntial participants auy
fuot jusl accede to the rules negraiated Ty the 1 eaied Sies Ak

Canada, bt rather wreuld want (o
participate in the formulation of the retbes themselves, and in
particular would like ta make sure that theit specialb cieoatn-
stances are fully 1aken inlo aceount.’

Perhaps the most conceptually oriented presenkation was
made by pofitical scientist Peter ¥ Cowhey of the University
ol California a San DHewa. Cowliey examined the proposal in
the context of the Tuture of internatinnal trade’, arguing Lhat
she trade jzsues cannot be and huve not been striet liberalism
i, mercantiism in the postwar world, Maintainiag thae
manetary valee loads governments tu Five Primacy to equip-
mient rallier chan 10 sorvices, he said that any agroement con-
cerning the Tatter must be constructed with regard b ity impul

ne the former. Given the prevabenes of extensive equipment
regndations, ‘people witl not accepr the classic GATT prin-
ciples in the future for arganixing made systems, at least i lhe
mew arens that ey consider o be high cconorsic and pelitical
slakes.’

Furcher, a4 a result of the unusually state-structuresd organiza-
tioe of supphcrs and users, Cowhey and fllow political scien-
tist Jonathan David Aronsan (who summacizend the confer-
cnce) argued in a discussion paper that, ‘it 35 possible to re-
mowve most of the formal abstacles to inlernational trade in
romputer services without achieving eompetition comparable
to that achieved in goods,” The tactical fmplication, he can-
clucked, is that the praposal is wseful but cannot prechude all
typeos of bilaleval disputes, and as a precedent “may be relative
ly inapplicable to large parts of rhe world market.” Bventually,
given their roles in many of the relevant ruarkets and fora, the
roncerns of developing countries will have o be ventreally in-
corpurated into discussiony of a broader reyime.

Questions ramain

Tt iy clear that the Royal Bank proposal is one of the more well-
reasoned and specified, action-oriented contributions yet al-
feved in the TI3F discussion. Whatis less clear is whether there
iz sufficient conceptual, philasophical and 1actical consensus
for its approach o gain widespread adherenee. Indeed, the:
alivve discussion seerns o suggest that if it will be difficule to
rapidly apgregate and harmanize afl the relevant interests bi-
taterally, it may be impaossible to da so internationalby.

Almast all the speakers addressed the conceplual problem af
the cormpilex interdependence and blurring of bourularies be-
tween the comyponents of the TTIF issuc ares, but the problem
pemmaing {ar from resalved. The decision to view the policy
realm in fragmentary or holistic terms has conerete implica-
tHuns foe the delimitalion of the bargaining space in which ne-



gotiations can take place, For ewample, as Robinson, Neoam
and others suggested, the national differentiation of underly-
ing telccommunications regulations and market structares
ey affect pokicy responses to narmewly defioed prabileons such
as trade in data aned ctata services. 'Thues while the conleress
foruret few Jegislatively foomatized restrictinns on aceess and
fliw, poficies on resale and sharing, volume- and distanee-
scnsitive pricing, network standards and intereonnection and
a variety of potcatially conflictual issucs muy need to be dis-
cussed,

MNoting the unity of cantent and carriage caneepts, COswald
Ganley, Exeoutive Divector of the Pragramme an Infhrmation
Respurces Policy at [larvard University, sald that, 30 s just
not legaily or otherwise possible to differentiate. So how are we
going ta have a neat little negotiation on computer goods and
services separate from elecommunications?” Ganley suggest-
od thar fsponer or later' the discussion would have (o oan o
the less casily harmoaized dimensions if the concerns of the
public and private scctors alike ame o be tesslved,

Philosuphical differcnces may be even mere difficult to define,
ior as the conference suggests, TDF is fundamentally z prob-

jem of palitical ecanomy. As such, technically rational ideas
cannat be pursued without due consideration af the inderests
and power al the compieting players. The growing assertive-
pess af users may increasingly be offsct by that of ather groups
with different preference orderings, and povernments arc
incvitably forved to mediare between them in choosing pali-
CLEs,

The problem, then, is not just competing general values such
as equily and clficiency, but the specific distribution of -

and infer-national costs and benefits that result from public
choices. And fust as bate industrinlizers have in the past pur-
sued state-led strategies in order to solidify suitable places in
the international diviston of labiour, so too, are late inforemat-
tzers Loday less Lkely o forgo state-led strategics amics
wrenching international econmnic change, Negotiators there-
fore need to dovise mechanisms that allow thase key sectors
that would benelit from liberalization in the short term to do
su, yet ensure that the long-term burden of adjustment costs
for other growps arc not so great as ta reduce indigenous con-
trof te unacreptable levels, Given the conltict between domes-
ticatly and internationally optimal sodutions, it remains un-
clear what sort of liberal regime ruley will allow states to embed
their intevdependence linkages in the public power and ser-
veillance nocessary to do this,

Finmally, the tactical dirpension, like the eonceptual, remains
plagued by complexity and linkages. While somue industrial
groups may prefer narrowly defined, limited membership
agrecmenty that arc quickly and cleanly arrived at, TDF issues
are so zalient that the mere act of raising them brings forth the
articulation of new and competing interests. 1t may be that as
lormat arrangements must be peliticatly bargained, Jess juridi-
callly defined solutions will become necessary in the shor
term. Even if the Royal Bank proposal is evenlually cnactel,
sommething morve than ‘pobitical will’ and extani liberal com-
mitments will be required far third parics to adopt the ap-
proach as their awn. CHherwise, i iz possible that sach an
agreement coubd reconfirm previous convirdens that North-
American and other players simply do not speak the sarme tan-
T4l BLN



