Chapter 6

What specific problems and needs do the service industry, the standardization bodies and active organisations face in the standardization of services in the US?

Problems confronting the US services industries and the standardization bodies in this sector are not easy to “generalize.”  Much like the challenge in finding “horizontal” characterizations of the specification of services generally where there is far more detail at the “vertical” servie industry point of view, there it was similarly difficult to identify and characterize “horizontal” problems when the problems of concern were more often more narrow.  This chapter presents GTW Associates best efforts to identify such horizontal issues.

1) The Decentralized Sector-specific US approach to standards is both a Strength and Weakness.  Distributes activity close to experts and local conditions…decentralization by topic and by locality presents coordination challenges and multiple solutions, often local rather than national requirements

According to the  United States "National Standards Strategy"    (see  http://web.ansi.org/public/nss.html )   The strength of standardization in the United States is a sectoral focus supported by a dynamic infrastructure.
The sectoral focus comes from the  companies, government agencies, public interest organizations, talented individuals who understand what is needed in their sector, and the standards developers through which they work to meet those customer needs. The sectoral approach allows interested parties to address their own issues and develop working methods that fit the problems at hand, since no single standardization system can satisfy all needs. This allows efficient standards development and fosters innovation and competition. When cross-sectoral issues arise, sector definitions change, or in venues where a single national voice is required, the infrastructure provided by the American National Standards Institute (ANSI) provides facilitation and mediation.

A sectoral approach recognizes that there is no simple recipe that can be handed down to fit all needs. Sectors must develop their own plans; the purpose of a national strategy is to provide guidance, coherence and inspiration to those inside and outside the system without constraining creativity or effectiveness. The U.S. National Standards Strategy therefore consists of a set of strategic initiatives having broad applicability which will be applied according to their relevance and importance to particular sectors. Stakeholders are encouraged to develop their own tactical initiatives where needed and the national strategy suggests some which have widespread applicability. NATIONAL STANDARDS STRATEGY FOR THE UNITED S

Yet the ever increasing numbers of “consortia” outside of what may be term the “formal standards process” presents tangible resource allocation problems to industry as they contemplate which of many competing standards projects deserve their participation.  A recent email within the ANSI Company member council process states the problem concisely:

No other industry sector, besides Information and telecommunication,

has experienced the extreme rise of new Fora and Consortia.  This 

proliferation causes companies to make difficult choices in man power 

allocation and budgets to stay informed on real or imagined important developments in all of these entities.

At last count there are at least 265 out there with their own web sites.
 
The ANSI CMCEC PERSPECTIVE ON CONSORTIA  (Document 96- 72) also presents a consensus of the US industry participants in the ANSI process  with respect to the activities of consortia.
Particularly in “new economy” sectors  electronic commerce the proliferation  of non traditional standards developers  “consortia” stresses resources of industry to cover multiple relevant activities…challenge to predict which activity will have market relevance…note Congressional testimony and ANSI CMC resolutions

Consortia are largely market-oriented which results in quickly developed standards, and broad consensus for decisions.  Consortia have established a strong presence in the commercial marketplace in many industry sectors.  Their standards are often widely used and recognized.  Many producers participate actively in them, and use the standards they produce.  Some governments are beginning to recognize consortia-developed standards in procurement specifications.

Consortia developed standards clearly have an important influence in many sectors.  Nevertheless consortia do not produce American National Standards or formal international standards recognized by either of the two major standardization bodies, the ISO (International Organization for Standardization) or the IEC (International Electrotechnical Commission).  The ISO and the IEC have studied how they might adopt or use consortia-developed standards.  The ISO/IECJTC 1 has established a trial procedure permitting consortia to submit their standards for designation as formal ISO/IEC standards. 

The CMCEC believes both consortia-developed standards, and standards developed by formal standards bodies, including the ANSI Federation, and the ISO and IEC, have their place.  Both offer benefits to users and producers, and both also have drawbacks.  The CMCEC believes ANSI and the SDOs making up the ANSI Federation can benefit from certain aspects of what consortia do and how they operate.
At the  June 28, 2001 - Subcommittee on Environment, Technology, and Standards – Hearing on Standards-Setting and United States Competitiveness  (See http://www.house.gov/science/ets/etshearings.htm      One of the Industry witnesses called (see http://www.house.gov/science/ets/jun28/cargill.pdf )   for revision of national legislation to formally recognized consortia and to authorise NIST to coordinate their activity 
To unify U.S. standardization activities in the IT sector, a specific amendment to the Public Law 104-113, the ``National Technology Transfer and Advancement Act of 1995" should be proposed.

1. The proposed legislation would have to contain specific language limiting the intent of this change to only the IT community (as defined in Section II).

2. It would deal only with voluntary, market driven IT standardization, and would not impact regulatory standards (such as health, safety, or the environment).

3. It would have as criteria for a "legitimate consortia" the items listed in Section III as attributes of a "good consortium".

4. It would not exclude anyone or any organization from seeking either the ANSI or the ISO imprimatur.

5. It would make exceptions to the legislation difficult to obtain.

6. It would put in place and enforce a tracking mechanism to monitor the use of non-open standards.

7. It may be appropriate to include a directive to NIST to expand the role of the National Voluntary Laboratory Accreditation Program (NVLAP) in an effort to "train the trainers" if the private sector demands consortia accreditation.
 
2)  Growing number of  cross sectoral standards  such as for privacy, dispute settlement, security, corporate ethics and social accountability
 

Many of the activities identified in the research on standards in the financial services, ecommerce, public service sectors are occurring at a vertical industry sector level, yet they may have horizontal impacts across many service industry sectors not to mention product industry sectors.  One study for example of “trust marks” found hundreds of disparate national, regional, and international initiatives. 
3) Response to crises…ENRON case draws public and legislative attention to “failings” of “Financial Accounting Standards Board”  Comparison of  FASB to relevant international criteria  would have highlighted conflict of interest 
 
A current high visibility “failure” of the current safeguards for financial accounting in the United States  is the ENRON bankruptcy and the alleged accompanying complicity of the Anderson consulting firm which audited the ENRON financial accounts. Anderson also consulted for ENRON on many other matters.  If the current standards and applicable oversight of the accountancy practices would have been based on current International expectations and guidance   of the International Accreditation Forum, the apparent conflict of interest at Anderson would have been exposed and corrected. 

The International Accreditation Forum is an international organization hoping to achieve international equivalence between the accreditations of its members. According to IAF:

Accreditation reduces risk for business and its customers by assuring them that accredited bodies are competent to carry out the work they undertake. Accreditation bodies which are members of the International Accreditation Forum, Inc. (IAF) are required to operate at the highest standard and to require the bodies they accredit to comply with appropriate international standards and IAF Guidance to the application of those standards.

Accreditations granted by accreditation body members of the IAF Mutual Recognition Arrangement (MLA), based on the equivalence of their accreditation programmes allows companies with an accredited conformity assessment certificate in one part of the world to have that certificate recognised everywhere else in the world. Therefore certificates in the fields of management systems, products, services, personnel and other similar programs of conformity assessment issued by bodies accredited by members of the IAF MLA are relied upon in international trade.
Relevant excerpts from IAF Guidance Document IAF Guidance on the Application of ISO / IEC Guide 62:1996 General Requirements for Bodies Operating  Assessment and Certification / Registration of Quality Systems

Issue 2 (FG62_2)  are reprinted  in Appendix Two.  The key requirements that could have but did not play a role in the current ENRON situation are the following:

G.2.1.22. Clause 2.1.2.o)1 of ISO/IEC Guide 62 addresses two separate requirements. Firstly, the certification / registration body shall not under any circumstances provide the services identified in sub-paras 1), 2) and 3) of that clause. Secondly, although there is no specific restriction on the services or activities a related body may provide, these shall not affect the confidentiality, objectivity or impartiality of the certification / registration body.

G.2.1.23. Consultancy is considered to be participation in an active creative manner in the development of the quality management system to be assessed by, for example:

a) preparing or producing manuals, handbooks or procedures;

b) participating in the decision making process regarding management system matters;
c) giving specific advice towards the development and implementation of management systems for eventual certification.

Note: Management systems as referred to in guidance G.2.1.23. include all aspects of such systems, including financial.
G.2.1.29. Certification / registration bodies shall demonstrate how they manage their certification / registration business and any other activities so as to eliminate actual conflict of interest and minimise any identified risk to impartiality. The demonstration shall cover all potential sources of conflict of interest, whether they arise from within the certification / registration body or from the activities of related bodies. Accreditation bodies will expect certification / registration bodies to open up these processes for audit. This may include, to the extent practicable and justified, pursuit of audit trails to review records of both the certification / registration body and its related body for the activity under consideration. In considering the extent of such audit trails account should be taken of the certification / registration body’s history of impartial certification. If evidence of failure to maintain impartiality is found there may be a need to extend the audit trail back into the related bodies to provide assurance that control over potential conflicts of interest has been re-established.
4) Standards as Impediments to Trade in Services… relationship of the General Agreement on Trade in Services (GATS)  to the ATBT and views of US service industry sectors to the barriers they see in global commerce in services

The GATS framework lays out the general obligations for trade in services in much the same way that the General Agreement on Tariffs and Trade (GATT) does for trade in goods. Most- favored-nation treatment, market access and national treatment are three of the important principles included in the general framework of the GATS.

Market Access and National Treatment: When a country lists a sector in its schedule and makes a specific commitment in its schedule, that country agrees to allow foreign service suppliers to enter its market to provide a service (market access) and agrees to treat foreign suppliers under the same terms and conditions as it treats its domestic suppliers (national treatment). A country can list limitations on market access and national treatment in this "schedule of commitments."

By making a commitment of MFN, national treatment or market access in a particular service sector, a country agrees to adhere to the principles as defined by the agreement, subject to the limitations listed in its schedule. Just as tariff schedules are commitments not to raise tariffs in the future above the level scheduled, a GATS scheduled commitment means a country has agreed not to become more restrictive in that particular service sector. 


Any violations of a country's commitments, including guarantees for MFN, market access and national treatment, can be addressed through the WTO dispute settlement mechanism. Under the dispute settlement mechanism, a country may be required to give compensation in trade benefits if a panel finds that it has not adhered to its commitments and the country does not make the necessary changes to its trade regime.
The key role and contribution  of International standards as a tool in eliminating non tariff barriers to trade  in goods  is well established through  the Agreement on Technical Barriers to Trade.  The General Agreement on Trade in Services contains not identical, but similar, text which could lead to a similar key role for International Standards in the services sector.  

According to the SECOND TRIENNIAL REVIEW OF THE OPERATION AND IMPLEMENTATION OF THE AGREEMENT ON TECHNICAL BARRIERS TO TRADE November 2000:

The Committee noted that minimizing the use of mandatory technical regulations and utilising voluntary international standards, where appropriate, rather than preparing separate domestic standards, could reduce the regulatory burden and open-up market access opportunities.  In cases where technical regulations were required,  that in accordance with Article 2.4, Members were obliged to use relevant international standards or relevant parts of them as a basis for their technical regulations except when such international standards or relevant parts would be an ineffective 
There exists text comparable to the TBT article 2.4  in the   General Agreement on Trade in Services (GATS) 
…with a view to ensuring that measures relating to qualification requirements and procedures, technical standards and licensing requirements do not constitute unnecessary barriers to trade in services, the Council for Trade in Services shall, through appropriate bodies it may establish, develop any necessary disciplines

…the  Member shall not apply licensing and qualification requirements and technical standards that nullify or impair such specific commitments
…In determining whether a Member is in conformity with the obligation under paragraph 5(a), account shall be taken of international standards of relevant international organizations[1] applied by that Member.
[1]The term "relevant international organizations" refers to international bodies whose membership is open to the relevant bodies of at least all Members of the WTO.

…Members shall work in cooperation with relevant intergovernmental and non-governmental organizations towards the establishment and adoption of common international standards and criteria for recognition and common international standards for the practice of relevant services trades and professions. 
According to the office of US Trade Representative ( See http://www.ustr.gov/sectors/services/gat.htm)   Regulation of services is a key barrier to trade in services 

Why is regulation important to services? What are the major barriers to services trade?
A major barrier to services trade is discriminatory or non-transparent regulatory policy. Service industries are heavily regulated. From telecommunications to finance to medicine, government regulation plays an integral role in defining the industry and determining how many firms can participate and under what terms and conditions. The ongoing waves of "deregulation" are indicative of a regulatory shift in favor of market mechanisms, but the fundamental regulatory functions endure.


Foreign service firms can be adversely affected by explicit discriminatory policies (e.g., foreign equity caps) or market access limitations (e.g., economic needs tests), as well as less clearly defined limitations that result from a non-transparent policy process (e.g., regulations change without notice, publication, or any input into the process).
Another view of the difficulties US service exporters face in global markets is that of the US Coalition of Services Industries (See http://www.uscsi.org/robert-vastine.pdf )
Foreign companies entering new markets often face formidable barriers in the form of arbitrary and nontransparent regulations and regulatory processes. These too often deny foreign companies the opportunity to compete on an equal basis with domestic firms. They can negate the benefits of trade liberalization commitments secured through trade agreements. Transparent and fair regulatory systems are important for every service sector. In general, such systems should incorporate rules regarding standard setting, regulatory application processes, and judicial, arbitral, and administrative tribunals. Every regulated service sector has unique features that may require different rules regarding a transparent and fair regulatory system, including broader regulatory reform as necessary and appropriate. Such special rules should be provided for in future GATS

 • Implement and enforce all GATS commitments and in particular the services agreements already negotiated. All WTO members should undertake and implement commitments to open markets for the supply of telecommunication services and adopt the regulatory principles of the reference paper. All signatories of the Financial Services Agreement should ratify and implement their commitments under that agreement.

• Secure binding commitments in as many sectors as possible for market access and national treatment.

• Give priority to reviewing MFN exemptions to exclude only the most sensitive issues from liberalization, and ensure that exemptions are precise, transparent, temporary, and limited to the minimum required for their purpose.

• Seek to use innovative, time saving negotiation techniques to obtain market opening commitments including horizontal commitments and agreement on models for sectoral liberalization.

• Horizontal disciplines for domestic regulation that result in transparent and predictable regulatory institutions and outcomes, and the imposition of the least burdensome or least trade restrictive rules based on objective criteria, should be developed under Article VI of the GATS.

• On a sector by sector basis where appropriate, regulatory principles that promote competition and open and efficient markets should be developed.

• Make all possible efforts to progressively eliminate barriers to the free movement of key business personnel.
The Global Services Network (GSN)  is an informal, private sector-led, on-line network that gathers the global services community of business people, government officials, academics, and others committed to increased trade and investment in services, and a rule-based, multilateral trading system. The GSN  at  http://www.worldservicescongress.com/wscframes.cfm  has the following recommendations  about reducing barriers to trade in services 
• WTO members should reaffirm that existing commitments are technology-neutral and that financial service providers may use any protocol, including the Internet to supply a service.

• A technological infrastructure of connectivity between the Internet “backbone”, Internet service providers, and end users is also necessary.

• A legal infrastructure of certification, disclosure, payment and privacy standards is also important.

• WTO members should recognize that national-based regulation of items such as safety and soundness and consumer protection can pose barriers to cross-border provision of financial services. Review of best practices, harmonization of regulatory standards, mutual recognition of regulatory regimes, and recognition of the greater sophistication of wholesale customers as compared to retail customers would help reduce these barriers.

• WTO members should therefore evaluate how well their regulation of financial services providers advances the goals of competition, fairness, and transparency. 
 
5) 
Effective representation of  consumer interests 
 
A horizontal issue impacting all standards activities in the United States is  the competing pressure for the active participation of consumer interests in the standards process with the pressure to financially support such participation when it may not be possible for the consumer interests to do so themselves.  The importance of consumer participation in the process is both to assure relevancy of the resulting standard and to promote a full vested equity stake in the process by consumer interests.  Yet  consumer organizations may not have the financial wherewithal to participate in the standards setting process as might an industrial representative 

6)
Role of cross vertical-sector service industry standards paradigm 

There exists a relatively well integrated and experienced system and process for US exporters of goods to understand, contemplate and respond to the global threats and opportunities presented by standards in the global market place.  In large measure this system and process mirrors the  role for international  standards in  trade of goods reflected in the standards text of the Agreement on Technical Barriers to Trade.   This process in the United States  rests largely on the foundation of the formal standards processes and infrastructure supported by organizations such as the American National Standards Institute. 

By selecting  similar language  to that in the TBT  with respect to standards,  authors of the General Agreement on Trade in Services anticipated that International Standards could play a similar role in promoting a global market for services.   However this study found no horizontal broad based US government or private sector organization  viewing  international, regional  and foreign national service standards initiatives from   a  strategic “service industry sector”  paradigm. Nor did it find a level of awareness not competency in the “formal process” similar to what exists in the US “product” sector.   This could prove to be a major  error should strategically minded global competitors prevail in establishing relevant  international service standards that place US services businesses at  competitive disadvantage.  Or it could prove to be the correct “market-oriented” US response that rests on the “strength of the US system” previously described as “The sectoral approach allows interested parties to address their own issues and develop working methods that fit the problems at hand, since no single standardization system can satisfy all needs.” 

Time will tell
1 Clause 2.1.2.o from ISO/IEC Guide 62  General Requirements for Bodies Operating Assessment and Certification / Registration of Quality Systems 





ensure that activities of related bodies do not affect the confidentiality, objectivity or impartiality of its certifications/ registrations and shall not offer or provide:





those services that it certifies / registers others to perform


Consulting services to obtain or maintain certification / registrations


Services to design, implement or maintain EMS or related management Systems (see note 3)





Note Three:  Other products, processes or services may be offered directly or indirectly provided they do not compromise confidentiality or the objectivity or impartiality of its certification registrations process and decisions





