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A. INTRODUCTION

One of the aims of CUTS GRC is to provide a forum for Geneva based trade diplomats to discuss
topical trade issues. Considering the need to facilitate discussions on South Asian trade related
issues in Geneva, two meetings since have been held at the CUTS Geneva Resource Center
(CUTS GRC) for delegates of the missions of South Asian countries.

At the third meeting, which will be held in September 2009, the delegates of the missions of
South Asian countries will discuss the services negotiations. CUTS GRC has prepared this
background note to facilitate the discussion.

B. BACKGROUND

B.1 Aim of the Background Note

The services sector was not included in the multilateral trading system till the inception of the
Uruguay Round. Following the conclusion of the Uruguay Round, the General Agreement on
Trade in Services (GATS) was the first initiative that aimed at the progressive liberalisation of
trade in services.

During the Uruguay Round, commitments to liberalise services sectors were made by different
countries. After the Uruguay Round, further liberalisation took place through some sectoral
negotiations under the GATS.

This note is based on a recent research of CUTS International titled “Domestic Preparedness for
Services Trade Liberalisation: Are South Asian Countries Prepared for Further Liberalisation”.
This publication was edited by Mr. Selim Raihan and includes analytical country studies on the
current situation of trade in services of the following countries: Bangladesh, India, Nepal,
Pakistan and Sri Lanka.

The aim of the note is to provide relevant information based on the above mentioned CUTS
publication that will allow the South Asian delegates to identify the services sectors in which
their countries could further open up their market to bring larger economic benefit to them.
The note will also provide information on services sectors that were found to be of a common
interest to some of the South Asian countries analyzed.

B.2 DDA Services Negotiations

The substance and nature of the services negotiations in the Doha Round are quite different
from those of the Uruguay Round. The Uruguay Round laid the ground rules for trade in
services in the GATT, whereas the Doha Round focused on extending liberalization and
complementing those ground rules.



During the course of the negotiations, WTO members have recalled and reaffirmed the
negotiating mandates and objectives as stipulated in GATS articles IV and XIX, the Doha
Ministerial Declaration and the Hong Kong Ministerial Declaration. As agreed upon by the
members as well, the negotiations take place under the request-offer process model where
members have participated actively.

In the Hong Kong Ministerial Declaration of 2005, particular attention to sectors and modes of
supply of export interest to developing countries was highlighted. One of the most important
developments of this declaration was the decision to pursue full and effective implementation
of the modalities for special treatment of LDCs in trade in services. This means developing
methods for effective implementation of the LDC modalities, including assisting LDCs to
identify sectors and modes of supply that represent development priorities. Although the
development of appropriate mechanisms was supposed to meet a specific deadline (July 31,
2006), there was no attempt to meet it.

It is important to note that a large number of developing countries and LDCs have been facing
difficulties in identifying the sectors of their specific interest in the negotiations and the
constraints to the expansion of their exports. Also, registering any meaningful liberalisation
commitments in the negotiations has achieved little progress. With respect to formulating their
own requests and offer, the developing countries face the major challenge to determine their
national policy objectives and the competitiveness of each sector or sub-sector.

For this reason it is important for South Asian countries to gather up and join their strengths in
order to find a common goal to be pursued.

B.3 Contents of the Background Note

This note is structured in the form of the following charts:

- Chart 1: This is based on research as presented in CUTS publication and it is divided in
three different columns. Column (A) contains the services sectors which could bring
economic benefits through liberalisation (in case no commitments have been made) or
further liberalisation (in case commitments have already been made). Column (B)
informs the services sectors in which the countries analyzed are interested in
requesting liberalisation to other WTO members. Column (C) reflects those sectors in
Column (B) that are common to the countries referred in the chart.

- Chart 2: This chart refers to those sectors mentioned in Column (A) of Chart 1 under
which commitments have already been made by the corresponding countries. The
purpose of Chart 2 is to briefly show under which mode (Mode 1, Mode 2, etc.)
commitments were made in the sectors or subsectors described.

- Chart 3: It shows the progress of the negotiations regarding the implementation of the
LDC Modalities.

1 Selim Raihan and M. A. Razzaque, “Services Trade Negotiations After WTO Hong Kong Ministerial: A South Asian
Perspective”, CUTS International Briefing Paper, SAFIT-1 2/2007, 2007.



C. IMPLEMENTATION OF LDC MODALITIES

Within the South Asian countries, there are 4 LDCs. 2 of those LDCs are WTO members:
Bangladesh and Nepal. Bangladesh joined the WTO as a founder member and benefited from
the Special & Differential Treatment allowed for LDCs. During the Uruguay Round and
subsequent sectoral negotiations, it has undertaken minimal commitments.

Nepal joined the WTO by accession in the year 2004. As a consequence of its accession
negotiations, it has had to undertake many more commitments as compared to Bangladesh.

Bhutan and Afghanistan are currently at various stages of their accession negotiations. They
may benefit largely from the experience of Bangladesh and Nepal. Also, all the 4 South Asian
LDCs will benefit from the discussion to have LDCs modalities.

Based on formal documents available on the WTO website, Chart 3 depicts the background and
progress on the implementation of LDC modalities. It is understood that a group of WTO
members led by Norway has been attempting to make further and tangible progress on the
implementation of the LDC modalities. This includes the drafting of a “Waiver” for WTO
members to grant preferential treatment to services from LDCs. Details of these discussions or
the draft decisions are not available with CUTS.
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