E-Commerce

A.  Status

The United States has sought an indefinite moratorium on customs duties on products delivered by e-commerce, whereas others have preferred a time-limited moratorium.  It now appears that WTO members are likely to agree to an 18-month extension of the current moratorium, so that the issue will again be considered that the 4th WTO trade ministerial in 2001 (which will next follow the Seattle ministerial).

On issues such as whether e-commerce is a good or a service or the regulatory framework for e-commerce, WTO members are uninformed and disagree.  The U.S. and the EU, for example, are deeply divided over whether e-commerce is a good or a service.  The U.S. view is that goods delivered electronically (e.g., software) should be classified as goods, just as the “hard” copy of such a product would be classified.  The EU strongly argues that digitized products delivered electronically are services (and would, therefore, fall under the EU GATS exemption for audiovisual services).

B.  Comment

Given the lack of knowledge about the issues surrounding e-commerce, an 18-month extension of the current moratorium would be a good outcome from Seattle.  Many WTO members would interpret an “indefinite” ban on customs duties as a “permanent” ban, are simply not in a position to make an informed decision about such a ban at this time, and, if pushed, could make a wrong decision.

One of the greatest disadvantages the United States faces in the debate over e-commerce is inadequate focus on the issue and a lack of awareness of its importance.  For example, contrary to the traditional “infant industry” argument for manufacturing (in which a new industry is to provide it with protection to develop until it can stand on its own), the growth of e-commerce is dependent on markets without barriers.

In e-commerce (as in most other WTO issues) it is risky for the United States to begin negotiations on a difficult issue until it understands the positions of other WTO members and is able to build a core constituency in support of its position.  In e-commerce, much more work needs to be done.

C.  Recommended Position

	Support extension of current moratorium on customs duties on e-commerce.

	Encourage strong work program within the WTO to define the issues, with the goal of reporting back to the Ministers at the next Ministerial.

