VI.
ROUNDTABLE ON THE ‘WAY FORWARD’

Chair: Gopal Pillai, Special Secretary, Ministry of Commerce, Government of India, New Delhi
Mr Abdel Hamid Mamdouh, Director, Trade in Services Division, WTO began by highlighting key points in the discussion so far. These include, he stated, the importance of the services sector for a country like India and for other developing countries, from an economic point of view for the competitiveness of the economy and also from the social and societal point of view, which is now driving events in the WTO. The complexity of services regulation, and services issues, in terms of multiple policy objectives in each of the sectors, he noted, indicates a challenge that has to be looked at. He pointed out that the retail sector is an example of how governments can actually address problems with regulatory instruments as opposed to shying away from situations and saying that they are not into reform because it is a sensitive sector. He also highlighted the importance of policy reforms and the role liberalisation can play, not as a panacea but as an active ingredient in a broad recipe accompanied with policy reforms and regulatory reforms. He stated that there is a need for further clarification of some of the issues relating to GATS itself, for example, whether there is a need for a safeguard.  This, he stated, is related to the question of regulatory reforms and the types of regulatory instruments that governments would use in order to address certain problems. He stated that the question of whether, in addressing the regulatory problems, do Members need to deviate from their market access in national treatment obligations was an important question. As regards Mode 4 and movement of natural persons, he stated, there was a need to have a closer look at how the GATS, and in particular the national treatment obligations in the GATS, apply to qualification requirements as an area of measures in WTO countries, and to what extent the extension of national treatments to foreign professionals could address some of the problems that professionals from the developing countries face in accessing other markets. 

Looking at the way forward in the negotiations, Mr Mamdouh stated that it is absolutely imperative that the ongoing negotiations must succeed and conclude successfully. It is also important to look at the developing countries and to what extent they can cooperate in the negotiations, he stated, and added that it is important to recognize the diversity among developing countries and that they were not a homogenous group any more. It was also important to see how countries could use the negotiations as an opportunity to energize the domestic reform processes. The negotiations, he stated, are only there to serve the ultimate purpose of promoting growth and development. Countries must see how liberalisation, which also introduces competition, could play a positive role in shaping the reform agenda and energizing it to move a little more quickly than it otherwise would. He concluded by stating that using the negotiations in that respect would be extremely helpful for the developing countries at large. 

Mr Sumanta Chaudhuri, Counsellor, Permanent Mission of India to the WTO began by looking at what is happening from the negotiation perspective on the market access negotiations, in particular in Mode 1 and Mode 4. In cross-border supply, he stated that , it is more a question of being able to bind autonomous liberalisation, for which there is scope. In many cases, particularly in the Uruguay Round, in Mode 1, people were extremely cautious about how technology would develop, and binding in was not always technologically feasible. With advances in technology, there is scope for improving and binding commitments since technology would not allow you to have barriers, even if you want to. There are regulatory issues arising from Mode 1, which need to be addressed, but those, he stated, are regulatory issues which arise independent of whether commitments are taken or not. 

In terms of Mode 4, Mr Chaudhuri stated, it is very clear that the demands on the table does not amount to immigration. While stressing the importance of being aware that the major trading partners, including the US, have not moved on Mode 4, he reiterated Mr Mamdouh’s caution to look at the part of the bottle that is half full, and stated that there may hopefully be some countries who can make some improvements. Making improvements in Mode 4, particularly for the large range of developing countries, would be absolutely an imperative, he stated. Within services, Mode 4 has a very important role to play. 

Coming to the plurilateral groups, Mr Chaudhuri stated that by and large, there is greater understanding of what improvement in one’s own offers would be of greater value to a large range of demanders in that particular sector. The extent to which the demanders themselves are able to meet those demands in their own offers would certainly add to the credibility of the process, he added. 
The issue of domestic regulations, Mr Chaudhuri stated, is another key area, that is part of the deliverable of the round as per the Hong Kong mandate. It is important particularly from developing country’s perspective, to see that their market access is buttressed by disciplines on domestic regulations. Second, better understanding of the relationship between domestic regulations and the schedule of commitments would provide greater comfort while addressing the market access commitments. Both these aspects of domestic regulations, he stressed, are again critical for developing countries. A third important aspect of the negotiations, he stated, is how to address the question of the specific needs of the LDCs. Three aspects need to be considered here, he stated. While the LDCs are not obligated or expected to make any new offers, to the extent that they feel comfortable in doing so, their engagement in the process is good, he pointed out. The second aspect relates to the issue of technical assistance and capacity building. Here, he stated, there are many different issues related to aid for trade, additionality, the importance of domestic regulatory capacities and domestic regulatory reforms, and how to address the interests of LDC. The issue of Mode 4, he stated, transcends in some ways the whole developing world.  However, LDCs have begun to develop comparative advantages in other areas, such as outsourcing and BPO, and hence it would be good to look at these areas also apart from Mode 4. These, he stated, are the basic areas and expectations that would need to be addressed if there is to be a reasonable outcome in the services negotiations. 

Dr Mina Mashayekhi, Head, Trade Negotiation and Commercial Diplomacy Branch, UNCTAD highlighted some of the main points emerging from the seminar. She began by noting that there were asymmetries in the areas of services in Uruguay Round in the sense that most of the commitments were on Mode 3 and very few commitments were on Mode 4 and Mode 1, as well as asymmetry in other areas and important obligations under TRIPS and TRIMS Therefore, she stated, in the new Doha Development Agenda, development was put at the heart of the round. There were large expectations from developing countries to correct asymmetries between the different modes and also focus on the sectors for developing countries. She noted that a number of these expectations are now being dampened and people have begun to talk of the landing zone. One of the problems in finding the landing zone, she stated, is that developing countries have developed competitiveness in different areas. In services, there are certain areas where developing countries have some niche opportunities and are competitive, whether it is Mode 4 or Mode 1, and are reluctant in terms of these modes. With the deep intersectoral linkages in services, in order to have trade in services going forward, there is a need to open up all modes because of their linkages. She stressed on the need to take into account the linkages amongst different sectors and to have an integrated vision of the trading system and trade inter-country liberalisations. She pointed out that while the developing countries are engaging in more areas and in services, as is shown also by all the proposals put forward by them on different modes, and even the LDCs are engaging very much in terms of their modalities and in terms of their group requests, what is lacking is the political will and leadership from the USA and EU and developed countries. She stated that among the 30–40 countries that are active in the plurilaterals, technical issues have been clarified but these quasi offers have not yet been translated to real offers from the developed countries side, and it remains to be seen whether they are going to include the contents of their requests in their own offer. She stated that what is lacking is not just governmental leadership from developed countries but also private sector leadership. 

Dr Mashayekhi pointed out that there were problems with modal and sectoral trade-offs. She stated that developing countries, in their original offers being put forward, are making commitments as creating leveraging in Mode 3, but they still do not get enough willingness from the developed countries side on Mode 4 and Mode 1. In services, she stated, it is now hard to create the linkages and trade-offs among sectors. She pointed out that there is wide variation among the developing countries, and most of the developing countries are facing huge problems in terms of both engaging in making commitments and in knowing their full interests. She highlighted the importance of helping developing countries, whether through technical assistance, cooperation, aid for trade, that needs to be given both by South to South and North to South to build supply and regulatory capacity, SMEs, or their financial sectors. In terms of market access and market entry barriers, she stated that domestic regulations would be important in dealing with market entry barriers, and part of the disciplines would be probably now to move into a more concrete phase of text based negotiations on domestic regulations. She pointed out that transparency of the regulatory framework in developed countries needs to be strengthened, so that there is enough information on the regulatory framework in developed countries, and developing countries can then get through these market entry barriers. 

Countries, Dr Mashayekhi stated, are looking at making commitments in liberalising but also some policy space and flexibility to deal with regulatory mistakes. On whether countries would need the emergency safeguard measures because of the regulatory problems, she stated that developed countries do not need emergency safeguard measures because they have done regulatory reforms and have mature regulations in place, including competition related regulations. Developing countries fear that opening up might mean huge adjustments, and employment costs, for example in distribution sector and others. She stated that perhaps there could be a way for countries to temporarily take certain measures if there is injury to their local producers. These measures do not need to be rolling back market access, it could be freezing market access or taking some positive measures for their own entities, such as giving subsidies if they have capacity to give subsidies.
Mrs Chawe Mpande-Chuulu, Programme Manager Trade in Services Project, COMESA Secretariat, Lusaka, Zambia began her presentation on the way forward for trade in services by pointing to a need for greater collaboration between and among developing countries. She pointed out that there is greater scope for sharing analytical and regulatory capacity, as well as for the development of market access chains, and for smaller developing countries to be part of that chain. For example, Indian companies could get outsourcing contracts in the US but actually use personnel or call centre based in Lusaka or Mauritius, depending on the comparative advantage there. These chains, she stated, are not really realised or well developed. She emphasised that given the demographic change, the markets of tomorrow are with developing countries. This fact  is important to consider when looking at the role of services. 

Mrs Mpande-Chuulu pointed out that the role of services, which is to make more modern and much wealthier developing countries, is not appreciated in many LDC countries or small developing countries, and that is reflected in their level of participation in the services negotiations. Stating that probably the biggest failure in the Doha Development Round on the part of small developing countries and the LDCs has been the fact that people are waiting for developed countries to give something to developing countries to make it a development round, she pointed out that the biggest opportunity lost is that countries have not used the opportunity of the increased profile of WTO negotiations as a whole to energise the domestic reforms. One reason for this, she stated, is that the profile of the trade ministries has not been raised as much as other ministries, such as finance, planning etc. In contrast, in the larger developing countries, trade and trade ministers have a much higher profile. As regards the way forward, she stated that a there is a lot of exchange of information and expertise that could happen between developing countries and small developing countries to increase the profile and the role of trade in bringing countries out of poverty, and trade in services in particular. 
On Mode 4, Mrs Mpande-Chuulu stated that it was important to be clear about who the target group is when talking about collaborations. She stated that the whole issue of immigration and Mode 4 is really mixed up with the change in image and the perception of people that they are losing their cultural identity because of the inflow of foreign workers, whether on permanent basis or on temporary basis. 

Pointing out that the possibilities for cross-pollination between developing countries did not seem to be well pursued within the GATS and outside the GATS itself, Mrs Mpande-Chuulu stated that it was important to pursue this collaboration and cross-pollination. Pointing out that the world now was more integrated and a much more difficult world to manage than one that is less integrated, and that there were now more challenges of integration between developing countries as well as between developed and developing countries, she concluded by stressing that more collaboration amongst developing countries and LDCs is definitely the way forward for the modern economy. 

Dr Rajiv Kumar, Director & Chief Executive, ICRIER focused on four broad points in his presentation. First, the world in which the current round is being negotiated is qualitatively different even from the Uruguay Round, he stated, noting that while in the Uruguay Round it was the AMEX and Citibanks in the world that were the real pushers, an argument that was used in India against joining services, now the pushers have gone from Amex to Infosys. Middle income countries and other developing countries must get over the fear of the private sector, and engage with the private sector, not just within the domestic economy but also in the other economies and other countries, both developing and developed. Another way in which the world has changed, he stated, is that there is a new Quad now. There is thus a need to work more in creating new coalitions and to see that these coalitions are active and contributing in a significant way. This implies, he stated, that the leading developing countries should have both willingness and the capacities to do so. The third way in which the world has changed, he stated, is that there has been a growing divergence rather than a convergence within developing countries. Some developing countries and LDCs are being left out of the whole development growth process, which, he pointed out, is at the very basis of the anti-globalisation movement that is seen to come up. Thus, globalisation, of which the WTO process is an integral part, is seen as something which impoverishes the poor even further. This perception is a major problem, he pointed out and highlighted the role of developing countries—the North within the South—to ensure that this divergence is not exaggerated and there is a move toward convergence. The middle income countries (MICs), for example, India, China, Malaysia, and Mexico, he stated, have a leading role in making this round successful. They should recognise and seize this responsibility to ensure that the current round succeeds, as the success of the current round is an imperative. He stressed that the round could not be allowed to fail, given the recent mushrooming of FTAs and RTAs etc., as for the developing countries, the multilateral trading regime is a better option than the spaghetti bowl role of the RTAs.

Dr Kumar then examined the implications of accepting that the developing countries do have the leading role and responsibilities for making a success of the current Round. The first implication, he stated, is engaging the private sector more aggressively. It is up to developing countries to find the private sector partners in developed economies who would be the beneficiaries of further liberalisation of Mode 4 and Mode 1. The second implication is much more aggressive, autonomous liberalisation within developing countries. Developing countries must create the lobbies within the developed economies that will benefit from this autonomous liberalisation. The third implication, he stated, is for developing countries to keep their offers more liberal. Another implication relates to the role of MICs towards the LDCs, in three forms: (i) spreading the awareness of the benefits of trade in LDCs; (ii) capacity building; and (iii) in their own autonomous liberalisation. 

Having brought out the leading role of MICs, Dr Kumar stated that one of the way forward is what would happen if the services negotiations were to be de-linked from the other two market access negotiations. One issue that immediately comes up then is related to Mode 4, viz. immigration. The time has come today, he stressed, to clearly spell out any attempts to keep the society from being less than pluralistic. He stated that in the new world of new technology and free movement of capital and labour, societies would have to be accepted as mosaics, as pluralistic societies, and not as being protective of some social order which is now defunct.

Raising the question of why private sector companies in the developed world have not been pushing more for liberalisation of Mode 4, he stated that perhaps for the hi-tech industry sector, Mode 4 is passé, as it has shifted very much to Mode 1 because of the technological developments. In Mode 4, there is now a need to look much more at all those skills such as massagers etc., which have yet not been categorised and are therefore outside the ambit of the current negotiations. In Mode 4, he stated, binding autonomous liberalisation is also very important. He pointed out the importance of ensuring that institutions and the movements and whatever liberalisations takes place keeps pace with the technology, because the technology is making a lot more trade under Mode 1 possible today than earlier.

Dr Kumar concluded by stating that all this implies that there is a considerable amount of research to do. The implications for an organisation like ICRIER, he stated, are very clear. It has to spread the awareness of autonomous liberalisation in some sectors; look at what is covered and what is now the relevance of Mode 4 in international trade; and how Mode 1 is becoming perhaps more important. He emphasised that by the end of July 2006, it was important to make sure that steps are taken towards making a coalition with stakeholders, both within the developed economy and in our own country in the private sector, to make sure that there is enough push on the negotiators to drive them towards a successful round and make the service sector negotiations a success. 
Discussion

To a comment by a participant that global integration is still largely a myth, and that one capacity building which also includes capacity regeneration should be looked at, 
Dr Mina Mashayekhi stated that there is a need for deep capacity building, from South to South and North to South on building the supply capacity and the regulatory framework in developing countries in moving to more sophisticated services beyond Mode 4 services and developing the infrastructure of services, whether it is finance or telecom. She stated that global integration does not exist yet and there is erosion of the capacity of the developing countries to export because of certain protectionist measures by the North, especially on Modes 1 and 4. There are concerns related to small and medium sized enterprises, privacy liability issues, and IPRs. Mrs Chawe Mpande-Chuulu stressed that developing countries and LDCs, in particular, must realise that capacity building cannot be addressed in the multilateral trading system. The capacity has to be built up by countries themselves. She pointed out that the multilateral trading system will provide the impetus to energise that capacity and enable countries to see where the constraints are, but that capacity has to be built up by countries themselves. She added that when talking of diluting the powers of multinational corporations (MNCs), it is important to increase the power of SMEs and to consider ways to build the capacity of SMEs. Dr Mina Mashayekhi responded to a query on the need for China to go in for any kind of transparency in the financial sector by noting that though China is reforming its financial services sector and opening its economy to foreign investment, there are still problems with transparency and when China’s package of accession is reviewed, this issue of transparency will come up. To a query on why developing countries such as India are not negotiating aggressively in Mode 3 where FDI is very important, for example in education and health, Dr Mina Mashayekhi stated that countries that are investing abroad amongst the developing countries should be more aggressive in terms of making commitment on Mode 3 and facilitation of making such investment in the developed countries through removal of market entry barriers. A participant raised a query about whether there is an imbalance in the way the GATS text is structured, for instance, in terms of market access for developed vis-à-vis developing countries as well as protection for developed and developing countries and the definition of government procurement and asked how the pseudo-safeguards that exist are being tackled. Mrs Chawe Mpande-Chuulu stated that the perception that GATS was designed by the Citibanks and the AMEXs of this world is keeping away many developing countries and LDCs from being involved in the services negotiations. 
Mr Abdel Hamid Mamdouh stated that GATS, in its very design and content, is actually put together primarily by developing countries. He stated that what we ended up with in GATS is an agreement that takes into account all possible concerns that at least were raised at the time of drafting the agreement by developing countries. He pointed out that the exceptions provisions, for example Article 14—including protecting human, animal, plant life or health—are universal policy objectives that governments would consider paramount and would give higher priority to than their trade obligations. GATS, he stated, allows any kind of regulation which does not directly violate the GATS even though the enforcement procedure needed may discriminate. These kinds of broad exceptions, he stated, would allow any government, of developed and developing countries alike, to fit its paramount objectives and invoke the provisions. He added that the definition of procurement has not so far undermined the objectives of government to pursue objectives in sectors such as railways or any other sector that is predominantly supplied by the government even though it may not really be covered within the definition of government procurement. To a comment by a participant that the way in which the contents of Mode 4 have been laid down eliminates the possibilities of semi-skilled exports from the LDCs in which they have an advantage, 
Dr Mina Mashayekhi stated that partly semi skilled and lower skilled are not covered directly by the requests of Mode 4 that are on the table. Mr Sumanta Chaudhuri stressed that Mode 4 in GATS would not solve the labour migration problems in this world, and should not be expected to do so. Mode 4 migration, he stated, is only a small subset of the total labour migration in the world, a large part of which is independent of the WTO. He stated that GATS is skill neutral and categories, rather than skills, should be considered. All requests, he noted, whether they are by plurilateral requests of LDCs or plurilateral requests by other groups of countries, talk now of specific categories. Talking of skill levels would fuel questions and sensitivities of other countries, and the right approach is to consider categories, which is what the developing countries are doing. Mrs Chawe Mpande-Chuulu reiterated that there is over-emphasis on the skills levels and drawing away from the categories, and from type of the service to the provider. She stated that the developing countries faced the challenge of getting in all service providers, given the offers on the table and the existing market access and that GATS is skill neutral. She pointed out that even within LDCs and developing countries, the lower skills are not well recognised and these countries face their own domestic organisational challenges in determining how these lower skilled workers are to be organised and certified and licensed. A participant raised a query about whether developing countries are looking at the gains they will get down the track from Mode 3  liberalisation and whether developed countries such as Europe or Australia are looking at the gains from liberalisation of Mode 4 and Mode 1. Dr Mina Mashayekhi emphasised that having results in this round is very important for the credibility of the multilateral trading system, as otherwise countries would move into bilateral and regional agreements where the developing countries, especially in the North–South agreements, would be at a disadvantage. Mr Gopal Pillai stated that there is almost a consensus among most of the countries in the WTO that primary, secondary, and high school education is an area where no offers are to be made. There is definitely wider scope in higher education, but for this the mindset within countries would and internal regulation would need to be changed to keep abreast with the liberalisation that is already happening due to technology, through Internet, online education etc. Mr Gopal Pillai stated that from the Indian point of view, services are important, and that trade in services is a win–win situation. Mr Abdel Hamid Mamdouh stated that the realisation that binding commitments in the multilateral framework like GATS is in countries’ own benefit has been on the rise since the Uruguay Round, as for example, is shown by the experience of the negotiations in telecom and financial services. In these, he stated, there was nothing to trade off with. Yet, a lot of developing countries including India have participated accurately and bound a significant set of commitments, to ostensibly attract FDI, as regulatory conditions are stabilised and guarantees given for not doing certain things. The problem with the current round, he stated, is because of the nature of the package and the tensions relating to agriculture and NAMA.
