I.
INAUGURAL SESSION

Chair: Dr Rajiv Kumar, Director & Chief Executive, ICRIER
Dr Rajiv Kumar, welcomed the participants to the seminar and pointed out that ICRIER’s work on services started way back in the mid 1980s when ICRIER was the one of the first organisations to work in this area. At a point of time in the Uruguay Round when it was not very clear whether liberalisation of services trade was going to benefit the developing economies, ICRIER took the lead in pointing out that liberalisation of services was going to be of immense benefit to the developing economies and especially to India. Dr Kumar stated that subsequently a substantial degree of work in services was taken up by ICRIER as part of its work on the WTO, which is one of ICRIER’s key thrust areas, and within WTO, ICRIER has specialised in services. Stating that ICRIER has emerged as perhaps one of the leading institutions in the world today for its work on services, Dr Kumar pointed out that ICRIER’s commitment to services is now probably deeper than ever before, and the seminar was part of ICRIER’s effort to try and contribute to the progress of the negotiations in services. The seminar had been judiciously timed and hoped to clarify the positions which would underlie the revised offers to be made by the end of July. He informed the participants that ICRIER would bring together a volume of proceedings of the seminar, and perhaps arrange a seminar 6–8 months later to review the happenings in this regard. 

Mr S. N. Menon, Secretary, Ministry of Commerce and Industry, Government of India, began his Keynote Address by pointing out that the services negotiations had reached a crucial stage at Geneva. Services is one of the three pillars of market access and it was hoped, he stated, that there would be a balance across the three pillars, i.e. agriculture, NAMA, and services. Mr Menon pointed out that trade in services has assumed immense importance in the economies of both developed and developing countries over the recent years. He stated that within the global economy, the significance of trade in services is hard to ignore — in 2005, world trade in commercial services, measured on a balance of payments basis, accounted for approximately one-fifth of the total global exports of US$ 10 trillion, and consequently, trade in commercial services is currently valued at roughly around US$2.5 trillion worldwide. As per the statistical approximation of the WTO, services supplies in various Modes, i.e. cross border supply (Mode 1), consumption abroad (Mode 2), commercial presence (Mode 3), and movement                                                                                                                                                                                                                                                                                                                                                             of natural persons (Mode 4), account for 35 per cent, 10–15 per cent, 50 per cent, and 1–2 per cent, respectively, of the total commercial services flows in the world. 

Mr Menon stated that the services sector already plays an important role in the Indian economy and is growing faster than other components of India’s GDP. Services accounted for roughly 54.1 per cent of GDP of India in 2005–06. Services exports from India have been growing phenomenally, by 226 per cent from US$ 17.5 billion in 2000–01 to roughly US$ 40 billion in 2004–05. Services contribute as input in the manufacturing sector, and in improving the overall efficiency and competitiveness of the economy and also plays an extremely significant path in employment generation. The growth in services in India has also led to regeneration in the urban areas. 
Mr Menon stated that two rounds of offers in the WTO negotiations on services have not yielded satisfactory results, particularly in the areas of interest to India and other developing countries. He added that this becomes even more acute in the light of existing asymmetries and commitments in Mode 4, and especially in categories dealing with commercial presence where developing countries have a comparative advantage. 

Mr Menon stated that what is being looked forward to in Mode 4 is not issues pertaining to immigration but other areas such as delinking Mode 4 from commercial presence and  enhancing market access for contractual service suppliers and independent professionals, where greater commitments are expected from the developing countries. At Hong Kong, Ministers mandated that the bilateral request offer process be supplemented by plurilateral approach to provide greater momentum to the negotiations. Further, direction was provided on modal objectives for each of the four modes of service supply. These, Mr Menon stated, should help in bridging the gaps in commitments noted earlier. He stated that in pursuance with the Hong Kong Ministerial Declaration the plurilateral process in the services negotiations has commenced in Geneva, and that India has also received 14 plurilateral requests in the sectors of telecom, financial, maritime, legal, express delivery, education, environment, distribution and retail services, energy, and construction services. 

Mr Menon stated that an indication of liberal commitments from developed countries in Modes 1, 2, and 4 would strongly incentivise the negotiations for developing countries and enhance the latter’s ability to respond to plurilateral requests, and would also address the issue of asymmetry of offers. However, he added, flexibility to individual developing countries in taking commitments has to be fully preserved. This, he stated, is necessary since a number of developing countries are in various stages of regulatory reform and levels of development of individual service sectors, which shows vide variations.  

Mr Menon stated that in spite of the fact that India had not received satisfactory offers from its major trading partners in its areas of interests, namely Mode 4 and cross border supply, it was  hoped that the next round of revised offers, scheduled for July 2006, would correct this imbalance, failing which it would be difficult for India to justify the host of new sectors, sub-sectors, and improvements to commitments in existing sectors and sub-sectors that it has undertaken in its revised offer made in August 2005. In fact, if the situation so demands, India may have to go back on some of the existing offers which it has placed on the table. 

Mr Menon stated that another major area of interest is the development of disciplines in domestic regulations on all aspects, namely qualification and licensing requirements and procedures, technical standards, and transparency. The development of disciplines is also important, he added, for clearly laying down the balance recognised in the GATS between the right to regulate on the one hand and the need to ensure that such regulations do not constitute unnecessary barriers to trade. Here, Mr Menon stressed, the regulatory capacity constraints of developing countries must be recognised and longer implementation periods provided to them. Technical assistance and capacity building for domestic regulatory reform and institutional strengthening would also be key components for a satisfactory outcome in this key area for developing countries, he added. He stated that developing countries could gain from each other’s experience at the bilateral, plurilateral, and multilateral levels. 

To end his presentation, Mr Menon thanked ICRIER, which, he stated, has been associated with the Department of Commerce for a very long period, in enabling the Department to develop positions in the service sector. He stated that it is extremely important that this research back-up is always available to government from institutions and researchers outside the government, as this was the only way in which the country can be prepared for the multilateral negotiations. He concluded his presentation by emphasising that the negotiations had now reached a very critical stage. The services sector is one of the most complex issues, along with the rules area in anti-dumping and subsidies and also in arriving at certain disciplines at regional trading agreements, besides dispute settlement understanding. All these, he stated, would have to go hand in hand for a successful conclusion of the negotiations. India, he clarified, has always been a multilateral player, and looks forward to a positive and balanced outcome in the negotiations. He emphasised that the Doha Round is a development round and must cater to the interests of the developing countries. The Doha Round, he stated, is not only a market access round, as some developed countries have been thinking. It has to be balanced and policy space has to be provided for countries to grow at different levels of development. If the balance is there and if the ambitions are calibrated, to that extent, 
Mr Menon stated, he was confident that the Doha Round could be made successful. 

Dr Harsha Vardhana Singh, Deputy Director General, WTO began his Special Address by highlighting his association with ICRIER, stating that he had been involved in ICRIER projects on services. He pointed out that services have contributed in a major way to India’s growth, and that trade in services have played a key role in this. However, India still exports less services than Hong Kong or Singapore, indicating the immense potential of this sector. Stating that experts are of the opinion that in order to achieve 10 per cent growth in the economy, both manufacturing and services sector must have above 12 per cent growth, apart from growth of agriculture of about 5 per cent, he pointed out that for this level of contribution of services to materialise, India needs stability and predictability of the regimes in other countries as well as additional market access. A large number of countries, he stated, have actually liberalised their regimes considerably but have not bound them in the WTO. He pointed out that this creates a lot of uncertainty for business investment and growth, and just binding that is a major focus of Annex C. He added that going beyond that is even better for India, which, given the importance of services to it, is playing a major role in the negotiations. This shows, he stated, the importance with which India is perceived by the world today: during the Uruguay Round, the G-4 was US, EC, Canada, and Japan—the Quad, as it was called, while today the Quad in G-4 is US, EC, Brazil, and India. India, he added, is present in a major way in every important group, and services is also one of the key areas where India has major presence. Dr Singh pointed out that the negotiations are also a process which helps one to look at the kind of domestic reforms needed and how the WTO process fits into it. 

One very important factor about services negotiations, he pointed out, is that unlike agriculture and NAMA where the focus is on modalities, service negotiations takes place through request and offer processes. Though some have expressed the view that the requests have been very ambitious, offers have not been ambitious or forthcoming, the process of negotiation is at standstill, and that nothing is moving, Dr Singh stated that there is a lot of dynamism in the process. A good negotiator is one, he pointed out, who always sees the glass as half empty, which makes the negotiators have a pessimist kind of strain. He pointed out that at the meeting in Geneva after the Hong Kong Ministerial, while many ambassadors stated that if plurilateral requests could be obtained for 10 or 12 sectors, that would really move the system, instead 22 requests were obtained. He stated that a very important part of this plurilateral process is that when countries were getting together to formulate the plurilateral requests they discussed whether they should make requests which they would themselves be able to offer, and agreed that in general they would ask other countries to do what they themselves should be in a position to offer. This implies that the requests, which are reasonable but not unambitious, can be seen from the other side as offers by these countries in a sense. Dr Singh stated that there is no reason why, if the right kind of movement continues, substantive result cannot be obtained. He pointed out that the number of countries that have come up with the plurilateral requests is large—in Mode 4 there are 15 countries, in computer and related services there are 17 countries, and in Modes 1–2 there are 9 countries—and across the spectrum of developed and developing countries. In services, he stated, important developing country Members have been seen requesting opening up not just in Mode 4 but even in other areas. So there is a substantial basis for a good result, though substantial movements from the big markets also is expected, which haven’t taken place yet though. In some cases, they come up with various kinds of difficulties, which may or may not change in a negotiating process while in other cases, some people feel that this is because countries view the situation to be such that if they make a serious request in services they will be asked to give something substantial in agriculture. So, if things are sorted out in agriculture, Dr Singh pointed out, they will come up strong in services. He pointed out that while till now the negotiators have given their proposals based precisely on what they would like to get and give the least possible price, there is a landing zone where it is possible to get those modalities which would give comfort to all concerned. The problem, he stated, is how to go there in concert, as it was important to do so. That is the nature of the negotiations and that has to be managed. This, he stated,  is where senior officials like the Commerce Secretary and Minister Mr Kamal Nath play a major role and their active participation as they have done till now is looked forward to. 

Dr Singh emphasised that three factors need to be kept in mind about the services negotiations. One, unlike agriculture and NAMA, there are no general modalities that will drive the process. Second, not only are there several sectors to cover, multilateral disciplines such as domestic regulations also have to be covered, and LDC modalities have to come up. All this requires a lot of research and coordination, which is a huge task. Dr Singh stated that if, at the end of the current process, a landing zone is arrived at for NAMA and agriculture, the process will move on for the other sectors. Dr Singh added that some big Members are now probably going to change the offers that they are likely to make in services and there will be a lot of pressure on those who are not making certain offers which are expected of them. He emphasised that it is at that point of time that one has to be fully prepared and that unless there was a critical mass of work and commitments at that point of time, it would be very difficult to finish the process in a timely manner. He concluded by stating that it is precisely for that reason that, one, the landing zone is likely to be reached; second, when it is reached there will be a major stimulus to the negotiation on services, as there is a substantial kind of offer already in the form of requests, and it needs to be prepared for end July. When that stimulus is given, he stated, the main demanders must be ready to move forward. India is one of them and must be prepared, he emphasised, as should be the others. 

Question & Answer  

To a query about why there a is big gap between perception of stagnation and the reality of dynamism in the negotiations, Dr Harsha Vardhana Singh responded that those who perceive stagnation are either probably not in touch with the vast amount of developments that are taking place or while being in touch with them, are highly skeptical of the negotiating process. The WTO has missed deadline after deadline, which has led to the perception of stagnation. There are always political problems which are highlighted by negotiators for their own negotiating benefits, even more than the possibility of their being able to come together as convergence. NGOs also keep sending messages that the process is not working in the way it should be working. All this gives the impression of no movement, but that is not the case in reality, stated Dr Singh, and pointed out that when the negotiators move, the overt substantive movement is virtually always in the end, though there is a lot of movement in the negotiations. Mr R. Gopalan added that in NAMA and agriculture, one can see discrete issues being settled but in services the process of negotiations involves making a revised final offer. This gives the impression of a gap in what is being achieved in services though movement in the process is taking place. Dr Harsha Vardhana Singh added that when plurilateral requests were being formulated there was a broad understanding amongst those who were formulating them that they are in a position to make these offers also, so that the requests in effect can be offers also. This is the basis on which those requests have come, and if they are seen as offers, actually the gap is not that much. Mr Sumanta Chaudhuri added that while legally there is no requirement that if a request is made one should also be willing to make that offer, the credibility of the group would be much more if it could be said that what a Member is requesting can also be offered by it. The plurilateral requests, he pointed out, do mention that the requesting Members are also deemed to be the recipients of the requests. To a query about the kind of tacit or explicit links that are emerging between agriculture and services and how could they be in the best interest of developing countries such as India, Dr Harsha Vardhana Singh stated that the links in agriculture and services are not tacit, and in fact are extremely explicit, as countries with offensive interests in agriculture are unwilling to move in other sectors unless they get something in agriculture while countries with defensive interests are willing to move only if others move in these other sectors. He stated that of the key areas in which negotiations are going on—agriculture, NAMA, and services—agriculture is key in the sense that if agriculture can be addressed then perhaps the nature of participation in services negotiations also will become much more qualitatively superior. Mr R. Gopalan stated that the interests of countries vary in the negotiations. Countries who are major players in services can be found to play tactical games to the extent that they are able to achieve their objectives in other areas, such as agriculture. Stating that countries also recognize that what they offer in market access they have a way of putting some obstacles through regulations, he pointed out that unless those domestic regulations also move simultaneously these countries will not be in a position to be true what they are offering in market access. Another participant raised a query on whether the success of the negotiations of the round is predicated on achieving a breakthrough in agriculture. In reply to a query on whether FTAs have contributed to things moving slowly at the WTO as compared to a faster movement at the regional and bilateral level, Dr Harsha Vardhana Singh stated that the slowness of the negotiations is due to a combination of factors: the large number of countries and constituencies involved with different positions, so that time is needed to identify key issues and alliances, all kinds of political problems and adjustments, etc. In the Doha Round, he pointed out, the proposals of what countries are offering are ambitious and go way beyond what was achieved in Uruguay Round, which itself is a landmark deal. Reacting to a query about the way in which the WTO decides upon the mechanisms by which agreements are reached in different areas and about the credibility of requests that are currently on the table which can be seen as quasi offers, Dr Harsha Vardhana Singh stated that though there is no explicit requirement that the requests also be offers, if this request is also an offer to the same country this gives rise to a core group which has an interest in coming to conclusion. To a comment by a participant that it is necessary to bring in immigration issues as part of GATS framework as it is not possible to disassociate movement of people from trade in services, Dr Harsha Vardhana Singh stated that it is important to remember that immigration is not trade in services and that the category of movement of natural persons is recognised under the GATS. Mr R. Gopalan added GATS is not about immigration and entry into the job market. To a query about how sectors other than those falling under the plurilateral process, where a Member country has also to undertake that offer, would be taken care of, Dr Harsha Vardhana Singh responded that bilaterals remain a very important method which will still be adopted. Mr Sumanta Chaudhuri stated that it is important to realise that in services, whether there is a bilateral approach or a plurilateral approach, the outcome of that comes out only through offers, that is the schedule of commitments. Responding to a query by Dr Rajiv Kumar about whether there are any clear alliances at the moment in services negotiations and if yes, what would these be, and whether such alliances help in identifying the landing zone and doing work in concert or whether that disrupts the process, Dr Harsha Vardhana Singh stated that some alliances, such as G-20, G-33, LDCs, and the African Group, are very clear alliances, though within these alliances, countries may have some difference of positions. He pointed out that the larger is the number of countries backing a position the greater is the credibility and substantiveness of that position. He added that alliances also help in reaching the landing zone as by definition they mean convergence of opinion, which means that instead of working with multiple kinds of opinions only a few opinions have to be considered and trade-offs also becomes easier. Mr R. Gopalan added that alliances have a very important role to play as it is easier to negotiate with 6–8 groups than to negotiate with 149 countries. The alliances themselves negotiate within themselves to form an opinion, which comes forward for the final discussions. He added that there are very meaningful alliances now, which are more issue based and commercially oriented now rather than politically oriented as earlier. 
