V.
ENHANCING COOPERATION AMONG DEVELOPING COUNTRIES

Chair: Mr Gopal Pillai, Special Secretary, Ministry of Commerce and Industry, Govt. of India

Dr Jean-Pierre Lehmann, Professor of International Political Economy, IMD began his presentation on Technical Assistance to Developing Countries by stating that he would make his remarks from the perspective of the North. He pointed that he was a little bit more pessimistic about the outcome of the Doha Round as compared to many others. He stated that he would look at the issue of technical assistance to developing countries in the context of North–South relation and that his presentation would focus on three issues: the current global contexts in which these issues are being addressed and the kinds of imperatives that derive therefrom; trade related technical assistance and capacity building in services; and the issue of effectiveness and building up greater effectiveness. 

Dr Lehmann stressed that in the negotiations in services, policy makers, negotiators, and experts must keep in mind that as the world has become more integrated, it has become much more difficult to manage. It is absolutely important, he stated, that we have to succeed in managing and developing interdependence. For example, the world is undergoing unprecedented demographic transformation, with ageing in the North which is not being replicated by a young population. This has enormous implications for sectors such as health care and education. He stated that an important dimension to consider was the imperative of creating a global market and a global community. 

Dr Lehmann listed some issues connected to governance of developing countries, including red tape, corruption, political instability, unreliable electricity and ports, and the problems of labour force. Noting that in many countries in Asia and Africa, private sector faces various difficulties, he stated that a change in attitude would be needed to enable public–private partnership (cooperation) and that such coordination was absolutely necessary to move forward. 

Dr Lehmann stated that there is undue expectation from the Doha Development Round, and the effort has to come from below also. He stressed that it was important to be clear about what the Doha Round entailed, and to have a needs analysis and prioritisation, with 5–6 critical issues being prioritised. For example, lack of student loans in many developing countries was often the reason behind the problem of human resources in these countries, and would need to be tackled on a priority basis. He then provided perspectives on issues relating to the developing countries from the viewpoint of North–South relations in the Doha Round. He pointed out that the playing field in the Doha Round is totally tilted against developing countries in a way that is economically unsustainable and morally reprehensible. For example, he stated, it is unfair that while it is relatively easy for people from the developed world to obtain visas and move around, this was not the case for people from developing countries. 

Dr Lehmann stated that the strong anti-globalisation movement needs to be taken note of. Their intentions, he stated, are fine but the results are going to be catastrophic. They have tremendous impact on policy makers and are listened to by politicians far more than is business, except on specific issues. He added that there is a tremendous amount of cynicism about aid in terms of technical assistance to the developing countries, which has to be countered. The impression, he stated, is that aid is just furthering corruption growth. He added that in the backdrop of attempts to achieve globalisation, there is a tremendous amount of economic nationalism, populism, etc., which is creating tensions. 

Dr Lehmann pointed out that the distinction between Mode 4 and immigration is not rightly understood, especially in the North, where anti-immigration politicians are often elected into important positions. This has to be recognised and is not particularly helpful in terms of the negotiations on services. He pointed out that as far as the Doha Round is concerned, whether one is looking at services, agriculture, or NAMA, in the developed countries in the North there is no popular and political will and no popular support. In fact, he countered that some people in the North are even unaware of the Doha Round. 

He stated that negotiators in the Doha Round should not refer back to the Uruguay Round, as these two eras are totally different. While the Uruguay Round world was a divided world, it was a very familiar environment, and though negotiations took time and perhaps the GATT principles were being violated by mercantilist behaviour, not much notice was taken of this. In contrast, the current period, he stated, is characterized by the Internet, the blog, protesting communities, and public discourse in an unprecedented fashion. With the details of the technicalities being better known now, it was necessary to affect the public policy process and to counter the negative attitude to Mode 4 and globalisation. He emphasised that efforts have to be made by the persons concerned to speak to each other and to the external environment in order to create the popular support that may generate the political will. One of the problems with the round, he stated, is that it is perceived by the wealthy North as requiring it to sacrifice for the poor South. However, in reality, he stated, it is in the enlightened self-interest of the North to seek the markets of the South. He concluded by emphasising on the critical role of engaging the private sector, both from the North and the South. It was also important to remember, he stated, that without entrepreneurs there would be no trade, and therefore any of the discussions about aid, whether for capacity building or for trade related technical assistance, becomes pretty futile. 

Mrs Chawe Mpande-Chuulu, Programme Manager Trade in Services Project, COMESA Secretariat, Lusaka, Zambia began her presentation on What kind of Technical Assistance do the Small Developing Countries Need? by providing a brief description of what COMESA is and the various steps leading to its establishment. She pointed out that the geographical extent of COMESA stretches from the north of Africa all the way down to its south.  The development objective of COMESA, she stated, is to reduce poverty and improve the population’s quality of life, through economic growth, which depends to a large extent on attracting foreign investment. 

Mrs Mpande-Chuulu pointed out that in contrast to Asia which is the region that has benefited most from trade in services, sub-Saharan Africa had the weakest development in trade in services, with the exception of South Africa. She noted that the region participates very little in global trade in services and the inflow of FDI is smaller than any other region and affects only a small part of the population. Also liberalisation of trade in services does not often lead to the expected inflow of FDI or to an increase in competition. 
She pointed out that there is more scope for trade in services than trade in goods between LDCs and small developing countries. Increase in trade in services has helped several LDCs and small developing countries to reduce poverty. She pointed out that tourist services seem to be one way for LDCs and small developing countries to increase their participation in the world economy.  

Listing the challenges in trade in services, Mrs Mpande-Chuulu stated that trade in services is subject to greater protection than trade in goods. Developed countries are more restrictive than developing countries. In the short term, she stated, most developing countries can make larger welfare gains by liberalising their own services sectors than by trying to increase external market access. She pointed out that the service sector performance requirements for this are dependent on prevailing conditions in individual countries, and include a sound regulatory framework, the right to regulate, the ability to meet national policy objectives, and incentives for effective performance.

Mrs Mpande-Chuulu then considered the question of what kind of technical assistance do the LDC and small developing countries need, and listed nine objectives of such technical assistance. First, it is important to have a national assessment of trade in services in order to reposition the role of services in national economies. She stated that the biggest knowledge gap in the LDCs and small developing countries is the lack of such an assessment. She pointed out that very few national economic plans and national economic policy talk about new strategies for services. The assessment, she stated, should be based on sectoral studies that look at the state of liberalisation, market access conditions in all modes of supplies, domestic regulation, prices and performance indicators, quality and access issues, investment, and employment. This assessment work should be appropriate for developing countries, based on previous work undertaken in other developing countries, and must be undertaken in a manner that builds national services analytical capacity and be done by national services specialists. Second, a cadre of services specialists needs to be developed through specialised national training courses at five levels: civil service/public sector; regulatory bodies; private sector; academia and researchers; and development of appropriate curriculum for undergraduate and postgraduate courses in Economics, Law, Development Studies, International Relations, and ICT Courses. Third, another objective is the inclusion of services distinctively in national economic policies. Fourth, technical assistance is needed, she stated, in locking in services reforms—at the national, regional, and multilateral levels. This would, she stated, require the development of supporting legislative and regulatory frameworks to lock in services reforms. Fifth, Mode specific technical assistance would be needed in the following areas: ICT reform (Mode 1); recognition and accreditation (Mode 2); performance related training, systems related training, and access to information channels for set up (Mode 3); and specialist as opposed to generalist training, recognition, certification, registration, accreditation, and revitalisation of vocational training (Mode 4). Sixth, technical assistance would be needed, she stated, for participation by LDCs and small developing countries in international/UN services related bodies and standards setting bodies, taking the form of active recruitment of personnel from developing countries through increased quotas, allocation of developing country representatives in governing bodies, as for example in the World Tourism Organization, IATA, ITU etc. She pointed out that at present, LDCs and small developing countries did not participate much in them, and thus had to adhere to international standards in services, in whose developing and setting they had no role to play. Seventh, technical assistance is required for small and medium enterprises (SMEs) and medium small and medium enterprises (MSMEs). This involves the development of appropriate and localised training packages for the delivery of, and, if possible, trade of, services in SMEs and MSMEs, given the fact that the majority of corporate entities in LDCs and small developing countries are small. Eighth, technical assistance is needed for advocacy for services, which involves the development of appropriate and localised advocacy material for trade and delivery of services. Here, she stated, something similar could be done for services as has been done by WIPO for advocacy of IPRs in Latin America, where localised brochures have been brought out. Finally, technical assistance is needed for services development budgets/funds. Here, she stated, there is a need for international financial institutions to allocate specific investment and lending resources (both supply and demand driven) for the concerted development of the services sectors both to the public, private, and public–private operators in developing countries, including the establishment of regulatory authorities. 

Mrs Mpande-Chuulu concluded by stating that COMESA has received resources only under the technical assistance objective no. 1 in collaboration with UNCTAD, World Bank, and other specialised agencies. To enable a comprehensive and meaningful programme, she stated, more resources would be needed by COMESA in the other technical assistance objectives. 

Ms Teboho TseKoa, The First Secretary, Permanent Mission of the Kingdom of Lesotho began her presentation on Technical Assistance Needed by LDCs in Services Negotiations by noting that trade in services was historically never part of GATT, and was introduced in the Uruguay Round where only a handful of LDCs participated. She noted that LDCs assumed obligations in an area that they were not familiar with when joining the WTO, and had to familiarise themselves with the language of GATS and to ensure that existing regulations are translated into GATS language. There was no capacity in LDCs at the time to do all that, and hence most of the LDCs made commitments in very few sectors, and even for those LDCs that decided to make commitments in many sectors, a lot of mistakes were made as a result of not understanding the GATS language. She stated that with trade in services growing in importance and its contribution to the economies of LDCs also growing, LDCs therefore need technical assistance in order to fully take advantage of opportunities that exist under GATS and what may be the outcome of the Doha Development Round. She pointed out that technical assistance is needed in the areas of supply capacity, regulatory framework, and trade barriers. 

Pointing out that LDCs often lack services supply capacity due to lack of information on foreign markets and regulations, limited available human resources, lack of appropriate infrastructure, etc., Ms TseKoa stated that technical assistance will be needed to build the supply capacity for services sectors that are sustainable; strengthen domestic services capacity, efficiency, and competitiveness; build institutional and human capacity, to put up requisite infrastructure and new technologies; carry out national assessment of trade in services in overall terms and on sectoral basis; and identify areas of export potential and also identify services that can be profitably committed and those that can be liberalised so that competition can stimulate efficiency and higher quality. She also highlighted the need for special training events targeting trade bodies on how to promote services exports and the implications of GATS and assistance in conducting impact assessments of liberalisation.

Stating that liberalisation of services without an appropriate regulatory framework in place may lead to absurd results, Ms TseKoa pointed out that technical assistance will be needed to assist in: the undertaking of appropriate regulatory reforms, addressing bureaucracies at the level of Capitals; translating the services regulatory framework into GATS language; building up regulatory capacities and mechanisms to interact among ministries and the private sector regarding issues relevant to services exports; and formation of a national trade in services working group and increase of public awareness of trade in services.

Ms TseKoa pointed out that LDCs face trade barriers, including outright prohibitions on market access by foreign firms in developed and developing countries, quotas, local content prohibitions, standards and accreditation, licensing requirements, and discriminatory access to distribution networks, she stated that many service suppliers from LDCs rely on Mode 4 to export services, in which few developed and developing countries are very open. The problem for LDCs, she stated, is not just that these barriers exist, but also how to identify them. For example, what services sectors are of export interest and what are the trade barriers that exist in the export markets that limit services export? What are the elements of discrimination in the domestic market and how do they relate to imports of services and how domestic rules can turn into international trade barriers? Technical assistance will be needed in this case, she stated, to enable the LDCs’ negotiators to identify and negotiate away barriers to international trade in services, and to formulate trade barriers into GATS terminology. 

She concluded her presentation by stating that, in general, there is need for technical assistance to collect and analyse data and do assessments so that LDCs can assess the costs and benefits of liberalisation.  Also, in terms of negotiating assistance, technical assistance on the rules element would be useful given that LDCs would have an interest in these but cannot participate due to capacity constraints.

Mr Pradeep S. Mehta, Secretary General, CUTS International began his presentation on Balancing the Objectives of Different Developing Countries: Agriculture versus Services, Safeguard versus Services by stating that it had become an absolute imperative to enhance cooperation among the developing world on WTO related issues. A crucial element of enhancing developing countries’ cooperation, he pointed out, lies in the fact that trade liberalisation is leading to erosion of preferences, particularly for the LDCs, and therefore the imperative is that they should not be made to feel left out. There is a fear, he stated, that poor countries may not have gained out of this whole era of trade liberalisation which was brought into the international economy by the WTO. In fact, there are counter voices that further preferential tariff erosion would actually lead to not only lesser gains but also losses for a large number of countries. Hence, there is a political imperative of Southern solidarity. The question then, he stated, is how to enhance this cooperation, given that there would be losers as well as winners in the process of liberalisation. 

Mr Mehta raised several problems related to enhancing this cooperation. One relates to the capacity to negotiate, he stated, raising the issue of how one can have capacity to negotiate if the language is not understood. In the Doha Round, he stated, the underlying promise is that if the artificial support existing in the farm sector in the rich countries can be cut down the benefits of liberalisation can be realised. However, the services agenda is driven by business while the farm agenda is driven by countries, particularly LDCs. The second issue, he stated, is the capacity to be able to understand and study the impact of what is happening. There is also a realisation in the international community, and in the WTO context, that supply side issues, especially relating to infrastructure, have to be buttressed. A third issue, he stated, is the right to regulate. Countries have the right to regulate but how they do so becomes an issue of capacity building and technical assistance. He pointed out that this is an area where the developing world and more advanced developing countries like India and Malaysia are able to provide technical assistance, including capacity building. He stated that the trilateral development cooperation paradigm—a Northern donor, a Southern recipient, and a Southern assistance provider was very important because it is not only more efficient but more relevant as well as more cost effective as well. 

Mr Mehta pointed out that LDCs are more aggressive on agricultural issues and more defensive on services. On the issue of emergency safeguard mechanism being demanded in the context of services, he stated that capacity building is required in order to be able to understand as to when is it that you need to pull the trigger. This is a major problem in a large number of countries because of inherent resources constraint as well as inherent capacity constraints. He stated that these remarks came out of the experience of CUTS working in two offices in Africa—in Lusaka and Nairobi. The emergency safeguard mechanism is important, he stated, given the low development levels, as a sort of least protection or as kind of hedging risks or the unknown future. Here, the capacity to assess the impact itself is a major technical assistance issue. He concluded by pointing out that the emergency safeguard mechanism measure would be  available to all WTO Members, except that for developing countries and LDCs it is an issue of them being able to use it under the special and differential treatment window, which is something that is still to be known. 

Mr Sumanta Chaudhuri, Counselor, Permanent Mission of India to the WTO began his presentation on How the Large Developing Countries can help Smaller Developing Countries in their Capacity Building? by stating that he would touch upon the points made by the different panelists in this session and put them in the context of the negotiations. He began by stating that, first, it was important to be clear about certain realities. Even amongst the developing countries, different kinds of linkages between services and agriculture are made by each according to the perceived national interests, and this basic fundamental fact is important to realise when talking of coalitions and alliances, as otherwise probably wrong solutions would be reached. Also the reality is that services is becoming a key component of national economies, accounting to close to 50 per cent or more of the GDP. Second, there are clear benefits that that are felt from services as consumers, and in those services sectors where the country may be competitive. Third, a fair amount of autonomous liberalisation has been undertaken by the developing countries, in fact almost tautologically far more than the autonomous liberalisation by developed countries. He stated that it was also important to realise the fact that in services, there is a mixture of offence and defensive interests—often a very complex mix—in every Member.  

Stating that an important point to comprehend is the fact of sacrifices versus win–win, 
Mr Chaudhuri stated that many advanced economies in the North need some of the markets in the South. He emphasised that it is important to realise that when countries in the North are doing something in Modes 1 or 4, it is not a sacrifice that is being made for the South but also a win–win situation for the North as well. He stated that it was important to disseminate information on this amongst businesses and stakeholders. In the business reality in today’s world businessmen do not look at Modes 1-2-3-4 in isolation - a commercial transaction is a mix of all these, and therefore there is need for much greater symmetry in the commitments and obligations across the board. This is important, he stated, not simply because it is a North–South issue, but because that is the way businesses are developing and that is the way GATS would be relevant to business and stakeholders. 

Mr Chaudhuri stated that on the issue of cooperation, there are essentially three sides—the supply side, the side of the market access barriers, and the regulatory issue. The last, he stated, is key. While autonomous liberalisation has been undertaken more or less in a widespread fashion, the problem, he stated, is that it is very often not accompanied by the appropriate regulatory structures and reforMs He concluded by stating that the issue of locking in domestically before thinking of locking in WTO is an important point to remember. 

Discussion

Responding to a query about the comparative advantages of COMESA or Lesotho in the area of services, Mrs Chawe Mpande-Chuulu stated that comparative advantages exist in highly skilled human resources, tourism, construction related services and by and large in personal services. She added that technical assistance would be needed by countries to assess their comparative advantage. Ms Teboho TseKoa added that the comparative advantage lay in Mode 4. Mr Pradeep Mehta pointed out that nearly all the African countries were on the same time zone as Europe and had a natural advantage in the English language. He stated that opportunities do exist and it is a question of some entrepreneur being able to realise it, grab the opportunity, and push it forward.  To a query about the measures being taken by the Northern countries to deal with the challenge in Mode 4, given the demographic dilemma of the North and considering the resistance put up by them in relation to Mode 4, Dr Jean-Pierre Lehmann stated that there needs to be a great deal more focus on clarification and entry into political process, as far as Mode 4 is concerned, and also that it is a win–win situation. He stressed the importance of technical assistance from the North to South, in terms of needs analysis and to develop skills etc. Mr Sumanta Chaudhuri pointed out that though the issue still exists, over the last three years or so a lot has been done to try and make the difference between immigration and Mode 4 clear. Dr Jean-Pierre Lehmann replied to a query  about why the agricultural population in these countries, though only about 2–3 per cent of the population, enjoys a very high clout and strength in the country by stating that the small agricultural lobby was extremely well organised, which gave it political clout. A participant raised a query about why autonomous liberalisation had not attracted the desired foreign investment inflows, and sought an explanation for the dichotomy of availability of local advocacy materials, in the field of IPRs especially, and the lack of legislations in regard to IPRs. He also enquired about ways to forge synergy between institutions and technologies, and questioned the availability of safeguard mechanisms if the developing countries do not have adequate capabilities. Mrs Chawe Mpande-Chuulu pointed out that the so-called autonomous liberalisation was not really autonomous and not home grown as most of it was done under structural adjustment, and countries opened up without really knowing what they wanted to attract. She suggested using the advocacy work of WIPO on IPRs to do similar work on services. Mr Pradeep Mehta stated that a lot of the fear of the private sector had its origins in the liberalisation experience of the 1970s which resulted in consumers going from the ‘frying pan into the fire’ and led to regulatory institutions being set up. Replying to a query about the current status of the service negotiations at the WTO, what the prospects are, and how much progress can be expected in these areas in the future, Mr Sumanta Chaudhuri stated that because the services agreement is infant agreement, the rules have not been developed, and clarified that there is no safeguard mechanism in services right now; it is something that is on the table and is yet not decided. He pointed out that there are sharp divergences of opinion as to whether the safeguard is needed, whether it is desirable, and what exactly would be safeguarded against whom. Mr Gopal Pillai added that the discussion highlighted the need for greater assistance and cooperation amongst the developing countries.
