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Abstract

The importance of this study is to clarify the potentia effects of the
liberalization of trade in financial services operation on the economies of
developing countries, including Libyan economy, and highlighting the
importance of the challenges of the financial and banking services in
developing countries as a result of the phase-out of the impediments to the
entry of foreign banks services to the local market which lead to provide aHigh
quality services by the foreign banks.

The study aimed to shed light on the liberalization of trade in financial services
process within the framework of The General Agreement on Tariffs and Trade,
and its benefits, as well as to identify the features, characteristics and nature of
the financial services that fall under The General Agreement on Tariffs and
Trade. Besides, analyzing and prospecting the liberaization of trade in
financial services process most significant effects on the economies of
developing countries, especialy the Libyan economy. The study hypothesis
was represented in the following:

The humble economy of developing countries and the weakness of financial
institutions may lead to positive and negative effects on their economies in the
event of its accession to the World Trade Organization. In order to achieve
these aims, the study relied on the descriptive approach to collect and analyze
the data, using publications, periodicals, documents and reports related to the
study.

The study has been divided into four chapters;

The first chapter contained the framework by identifying the problems, aims
and importance of the study, the methodology used therein, and a summary of
the most important studies presented in thisfield.

The second chapter devoted to the World Trade Organization, terms of
accession, definition of WTO in terms of its creation, objectives and
principles, organizational structure, rounds and negotiations led to its
emergence, and membership. It has aso been addressed to Uruguay Round
Agreements, multilateral agreements on trade in Goods, the commercial
aspects agreement of investment procedures, related aspects of intellectual
property rights agreement, and the General Agreement on Trade in services.

The third chapter dealt with the subject of trade in services by providing the
theoretical foundation for trade in services, classification and its importance,
the concept of liberalization on trade in services, reasons of liberalization,
forms of liberalization, restrictions on trade in services, introduction to the
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genera framework of agreement, liabilities, covered and uncovered services,
and the exceptions set forth by the agreement.

The fourth chapter included the liberalization of international trade in
financial services and the characteristics of the economies of developing
countries in general, and the Libyan economy in particular, by defining the
financial services and its importance, the concept of liberalization of
international trade in financial services, as well as the impact of trade and
financial services liberalization on the economies of developing countries, by
reviewing the features of the developing countries economy. This chapter is
concluded with the most prominent characteristics of the Libyan economy and
its financial sector.

The last chapter included general recommendations and the negative and
positive effects of the Genera Agreement on Trade in Financial Services on
developing countries and Libyain particulars.

This study concluded many positive and negative effects on the economies of
developing countries. The task entrusted to the financial sector is to maximize,
adopt and develop the advantages effects, and minimize the disadvantages to
the minimum. The study has concluded the following positive and passive
effects on the developing countries:

Expected passive effects on the developing countries economy.

1- The developing countries are distinguished with its humble economy
and humble financial institutions, poor performance of banking services
and instability in monetary policy which makes these countries unable to
compete the banks of foreign countries, which is characterized by strong
performance and advanced capabilities and technology.

2- The liberalization of trade in services required the need to treat foreign
service provider the same treatment granted to nationals, and therefore,
the country cannot provide protection to local institutions that do not
have the expertise and capabilities of foreign giants.

Expected passive effects on the Libyan economy.

1- As for Libya, which is one of the developing countries, the
implementation of the agreements and liabilities on the liberalization of
the financial services sector under the current policies would place it in
non-competitive situation, and cannot withstand and survive in the
global market due to its limited capabilities and services, low level of
performance and flexibility in decision-making, nor compete with banks
and global insurance companies, which is characterized by its quality
management and marketing.
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2- The Libyan banks is still below the required in terms of performance,
flexibility in decision-making and Keeping up with the recent
developments. Accordingly, Libyan banks cannot compete with foreign
banks.

3- Nothing in the current situation of the Libyan financial sector any
notable comparative advantage can be relied upon to compete with
foreign financia institutions due to the fact that local financial
institutions suffer from many problems such as Government ownership
of the financia sector, the lack of incentives, the weakness of the
operating financial institutions in the Libyan economy.

Expected positive effects on the developing countries economy.

1- Trade liberalization in the financial and banking services push
developing countries banks to compete with foreign banks, leading to an
improvement in the level of performance and services to be more
effective and efficient.

2- Theincrease of competition as a result of financial liberalization lead to
the improve the banking services and reduce its costs.

3- Trade liberalization in the financial banking services lead to transfer the
updated technology to the local banking markets due to the existence of
the foreign banks.

4- Trade liberalization in the financial banking services lead to capita
inflow from the devel oped countries to the developing countries.

Expected positive effects on the Libyan economy.

1- The liberalization of the financial sector under Libya's accession to the
WTO will lead to develop the ability to enter into international financial
markets.

2- Take advantage of the expertise and new technologies in the field of
financial services, especialy that some of the financial sectors, such as
banks and insurance, need to be further devel oped.

3- Liberalization of trade in financial services lead to improve the
alocation of financial resources, increase the return on investment and
achieve control as a result of the adherence to the required standards
when accession to the agreement.

The study concluded a number of recommendations concerning Libya and the
developing countries as the following:

Developing countries recommendations.
1- The outcome of the liberalization of trade in financial services
agreement is not in favor of the developing countries unless certain
measures are followed to reform their economy, so as to enhance the
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competitiveness of local products as well as financial institutions to cope
with the developed financial institutions of foreign countries by taking
several procedures that can compose this reform program and achieve
the maximum benefit from its accession to the World Trade
Organization and liberate its financial sector.

The establishment of institutions concerned with exports development of
developing countries in global markets, and to take advantage of the
opportunities offered by the World Trade Organization against
competitive products.

Ladder strategy should be followed in applying the process of
liberalization of trade in financial services, and entering the foreign
services on stages so as to correct any passive effects.

Libyan economy recommendations.

1-

The local banking activity must be liberate from the government
restrictions, through the removal of all forms of intervention to improve
and raise the level of banking services efficiently and cost less.

Forming a team on a high level of efficiency which is provided with
data, information and resources for the appropriate study of the financial
sector. The permanent revision of economic and monetary policies in
order to raise economic efficiency and improve the competitiveness of
the financial units.

Developing the stock market legislatively, staff, the trend towards
economic diversification policy in the fields of banking and financial
services and to create the appropriate atmosphere.

Providing adequate infrastructure in the field of telecommunications,
which contributes in the settlement of a lot of banking business in a
timely manner.

Developing the statistical institutions and the documentation and
information sections of the financial institution.
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