Services Negotiations after Hong Kong: Perspectives from Bangladesh
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1. Despite the fact that the Hong Kong Ministerial Declaration fell far short of ensuring the duty-free and quota-free access of all commodities originating in LDCs to developed country markets, Bangladesh recognises the scope of improved services exports from LDCs given the mandate of the last WTO Ministerial Conference. The Hong Kong Ministerial Declaration, for the first time, has explicitly recognized that LDCs are not expected to undertake new commitments in services negotiations (paragraph 26 of the Hong Kong Ministerial Declaration). Members have also committed to developing methods for full and effective implementation of the Modalities for the Special Treatment for LDCs in the negotiations on Trade in Services, which is known as the LDC Modalities (item no. 3 in Annex C to the Hong Kong Ministerial Declaration). 

2. In addition to the above, Members are also supposed to develop appropriate mechanisms for according special priority to sectors and modes of supply of export interest to LDCs (item no. 9(a) of Annex C to Hong Kong Declaration). Although this is essentially a reaffirmation of what is already provided for in the LDC Modalities, it reflects Members’ commitment to resolve it before 31 July 2006, when Members are scheduled to submit the second round of revised offers.  It may be noted that the concept of special priority in trade in services has not been tested or operationalised. Unlike trade in goods, where under the legal cover of enabling clause, developed country Members can provide preferential market access to LDCs, there has not been any such mechanism in services trade. The LDC Modalities, reaffirmed by the Hong Kong Declaration, provided an opportunity to work out a framework so that they receive special preference in market access of their services and service suppliers. 

3. The Declaration has emphasised on assisting LDCs to enable them to identify sectors and modes of supply that represent development priorities (item no. 9(d) in Annex C). The full and effective implementation of the LDC modalities also call for providing targeted and effective technical assistance and capacity building for LDCs.

4. It has been clearly stated that amongst others the targeted technical assistance should be provided through the WTO secretariat “with a view to enabling developing and least-developed countries to participate effectively in the trade negotiations” (Item no. 10 in Annex C).

5. Another salient feature of the Hong Kong Ministerial Declaration was the introduction of plurilateral approach to request-offer negotiations in services in addition to the traditional bilateral approach to negotiations. Plurilateral requests are addressed directly from the demandeurs to other Members to whom these are made. Exchanges in those meetings are strictly private, unless otherwise provided for by participants. As stipulated in the Hong Kong Ministerial Declaration, Members are to organize such meetings with a view to facilitating the participation of all Members, taking into account the limited capacity of developing countries and small delegations. 

6. Given the above salient features, Bangladesh is keenly observing the on-going services negotiations. One cause for concern is that, as pointed out by many, the text of the “objective” of Annex C to the Hong Kong Ministerial Declaration is quite vague as it reads, “In order to achieve a progressively higher level of liberalisation of trade in services, with appropriate flexibility for individual developing country Members, we agree that Members should be guided, to the maximum extent possible, by the following objectives in making their new and improved commitments” (underline added). Therefore, how seriously the interest of LDCs will be taken care of is not known.

7. Bangladesh considers that the implementation of LDC modalities should be considered as an important milestone for assessing the progress made in services negotiations. Members, therefore, should pursue this issue seriously to bring credibility to services negotiations.

8. While emphasising on the implementation of LDC modalities, Bangladesh considers that it is important to follow the timelines set by the Hong Kong Ministerial Declaration. According to it, Members are supposed to develop appropriate mechanism for according special priority including to sectors and modes of supply interest to LDCs (in accordance with the LDC modalities) before the submission of their second round of revised offers, for which the deadline set is 31 July 2006. Therefore, before July 31 2006, the issues of implementation of LDC modalities must be settled. 

9. Bangladesh also recognises that given the text of the Hong Kong Ministerial Declaration, any serious and fruitful negotiations in services will have to address the needs of the LDCs. In this respect, it is crucial to consider the sectors in which LDCs have comparative advantage. Market opening only in these sectors will be meaningful to LDCs. For example, according special priority to modes other that mode IV, may turn out to be a preference without the potentials for effective utilisation by the poor countries. 

10. Furthermore, Bangladesh underscores the need for providing effective technical assistance to LDCs. Services negotiations are often complicated and therefore negotiators from LDCs need to know how to deal with intricate matters associated with specific details of various provisions. It is also important for policy makers to be able to assess the potential implications arising out of certain provisions. Furthermore, taking effective participation in services trade may require enacting the necessary domestic regulations in place. All these will require technical assistance to LDCs and their effective utilisation. 

11. In relation to the above point, Bangladesh is of the view that, although not expected to assume new commitments in services, many LDCs cannot undertake further unilateral liberalisation because of their inability in assessing such issues as the short- to medium term implications of services liberalisation on the balance of payments situation of their countries, as services liberalisation could trigger repatriation of funds from the domestic economy. Assessing such issues will require building technical capacity.

12. Given that many developing countries have interest in Mode 4, Bangladesh realises that LDCs can derive considerable benefits through effective cooperation and coordination with these developing countries. In this regard, developing a common South Asian strategy may be of great help to South Asian LDCs. In association with developing countries having common interests, how to take advantage of plurilateral negotiations is something should be of important interest to LDCs.        

( Dr. M. A. Razzaque, Assistant Professor of Economics, Dhaka University has prepared this brief on behalf of Unnayan Shamannay, Dhaka, Bangladesh and as part of the project “WTO Doha Round & South Asia: Linking the Civil Society with Trade Negotiations” being implemented in five South Asian countries by CUTS International, Jaipur with the support of Oxfam Novib, The Netherlands. For more information, please write to citee@cuts.org.
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