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ARUSHA

REPORT OF THE MEETING
1. O
OPENING 

1.2
Introduction

Trade in services is a dynamic area of international trade, offering significant opportunities both in terms of increased exports and imports, aimed together at enhancing competitiveness, stimulating economic development and reducing poverty.  At the same time services reforms and negotiations remain understandably contentious due to their potential to expose vulnerable stakeholders, including private sector operators, to a variety of risks.

Part of the challenge with regards to services reforms and negotiations is that barriers to services trade are found ‘behind the border’ in the form of domestic laws and regulations, etc.  These may, for example, impact on whether and how Foreign Service providers can enter a market and/or the treatment they receive relative to domestic firms once in the market.  Similarly, the availability of market information on services in major export markets, including the existence of possible market access and regulatory barriers abroad, is poor.  This only serves to exacerbate challenges for EAC firms to identify services export opportunities abroad and competitively access those markets.

With commitments being contemplated simultaneously under the EPA, the WTO (bearing in mind existing GATS commitments), the EAC Common Market and other regional schemes, it is a challenge for EAC private sector operators to contribute to the process of establishing priorities and developing a coherent strategy for creating a well-functioning regional services market.  Effectively engaging the private sector, who ultimately constitute the main actors that will exploit the opportunities stemming from the negotiations, is essential.  
Furthermore, if the private sector is to be assisted in securing pro-poor outcomes from these negotiations, it is imperative that complementary support measures be identified as part of comprehensive trade in services export promotion strategies. Navigating this complex substantive and institutional process thus draws heavily on scarce human, financial and institutional resources.

The EABC EPA Regional Sensitization Workshop was therefore convened with the objective of facilitating the East African private sector articulate its sectoral priorities for services export development in the context of the EPA trade in services negotiations.  More specifically to:

· Facilitate a better appreciation of the state of play on services in the EPAs and assisting in the identification of associated opportunities and challenges ahead;

· Promote enhanced involvement of the private sector based on specific sectoral knowledge (both EAC and international); and

· Support discussions on a roadmap for the continued involvement of the private sector in the EPA trade in services negotiations.The list of delegates is hereto attached as Annex I. t
1.2
Constitution of the Workshop
Mr. Professor Samuel Wangwe, Chairman, Daima Associates, Republic of Tanzania, Ms. Angelique Umulisa, Principal External Trade Officer, Republic of Rwanda and Dominique Njikeu, Executive Director, ILEAP, Canada chaired the sessions.
1.3
Adoption of the Agenda

The draft agenda was adopted and is hereto attached as Annex II.

1.4
Statement by EABC Vice-Chairman – Mr. Keli Kiilu
Mr. Kiilu thanked the participants and the Assistant Minster of Trade, Kenya, for participation and highlighted that this demonstrates the level of commitment his ministry put on working closely with private sector in all EA region in the efforts of making sure that EAC-EC EPA negotiations produce a win-win situation for the betterment of the welfare of our people. 
The Vice-Chair wished for the same spirit of Public-Private Partnership in the on-going EAC Common Market negotiations to ensure that  the private sector can feel and see that their interests are well articulated and taken care of on the on-going negotiations.
The EABC Vice-Chair concluded by saying that he hopes this workshop will positively contribute to the upcoming negotiations on trade in services. The full statement is hereto attached as Annex III.
1.5
Statement by ILEAP Executive Director, Mr. Dominique Njikeu

1.6
Official Opening by Assitant Minister of Trade, Kenya, on Behalf of Amos M. Kimunya, EGH, MP. Minister for Trade 

On behalf of Minister of Trade, the Government of Kenya, and on his own behalf, the Assistant Minster (Trade) welcomed the delegates to Kenya and hoped that the meeting will have fruitful deliberations in the next three days. 
The Assistant Minister noted that this workshop on Trade in services comes at a very important time when negotiations on Trade in Services at the EPA, and the EAC Common Market and also at the World Trade Organizations are in top gear. This reflects the increasing importance of Trade in Services and therefore provides a challenge to our people to understand this important subject. 

Furthermore, the Assistant Minister noted that the services sector is more difficult to liberalize as services, by their very nature, are intangible and there is a lot of government involvement. Hence, it is imperative for the Government therefore to develop appropriate regulatory framework for each of the services sector as well as policy objectives before liberalization of the services sector.

The General Agreement on Trade in Services, according to the Assistant Minister, guarantees national sovereignty and flexibility to regulate domestic services markets. It is therefore incumbent upon our Governments and negotiators to ensure there is adequate domestic regulation to protect domestic market before undertaking any services liberalization.

In conclusion, the Assistant Minister thanked the East African Business Council and the International Lawyers and Economist Against Poverty (ILEAP) for hosting the workshop at this opportune time when negotiations for the Economic Partnership Agreement and the EAC Common Market are at a critical stage and further said that the outcome of the workshop will be useful contribution to the negotiation process among our partner states and also with the European Union. The full opening speech is hereto attached as Annex IV.
2.0
Deliberations of the Workshop 

2.1
Session 1: Exchange of views on services reforms in the EAC
This session provided an opportunity for an exchange of views between the private and public sector on services reforms in the EAC. Presentations were made on trade in services in EPA, WTO and EAC Common Market as well as private sector’s view on the negotiations. 
2.1.1 Trade in Services in EPA, WTO and EAC Common Market Agendas, Mr. Gerald Ajumbo, Principal Trade Officer (EAC)
Mr. Ajumbo’s presentation focused on Framework for Economic Partnership Agreement (FEPA); Preparatory Processes thus far undertaken by the EAC; Bilateral, regional and multilateral experiences; and way forward on Trade in Services. 
He reiterated the commitment by EAC Partner States to negotiate Trade in Services, as per Article 37 (d) of the FEPA and session Partner States had on state of play on services on 11th-15th August 2008. During that session, Partner States made presentation on, among others, services contribution to their GDP; services subject to GATS & NT; identification of Private Sector Participation/Policy Reforms; areas for negotiations based on Modes of Supply; and Services sector for coordination at the Regional level. 
During the above workshop it was noted that Partner States have similar service sectors – but dissimilar legal & Regulatory frameworks; Negotiations with EU should be done as a bloc but scheduling of commitments to be national; there is a need to undertake a study on services; there is absence of sequenced patterns for negotiations; and that investment should be de-linked from Trade in Services negotiations. 
EABC, during their presentation, noted existence of challenges that have to be addressed through coordination and harmonisation of Partner States’ positions.  EABC proposed that Partner States to;

· close information gaps in negotiations; 
· PS to encourage EABC and Private Sector to backstop EPA Trade in Services negotiations;
· Coordinate EPA and Common Market Services negotiations
Mr. Ajumbo concluded by highlighting that Partner States are currently negotiating the next stage of their integration that involves including free movement of services into the Customs Union i.e. EAC Common Market, where the overarching issue is mainly to negotiate to guarantee the free movement of services and services suppliers in the Community. The full presentation is hereto attached as Annex V.
2.1.2 Private sector perspective on trade in services negotiations in the EAC, Charles Mutuma Mbogori, Executive Director (EABC)
Mr. Mbogori made a presentation on Private Sector perspective on EAC Common Market as well as EAC EPA negotiations. 
On Common Market, Mr. Mbogori, noted that the High Level Task Force, which have the mandate to negotiate the Common Market Protocol, were to commence Trade in Services negotiations end of January, 2009, however, this was not done due to Consultants commissioned to undertake studies on services had not completed their work. 

He also highlighted that the challenges the Private Sector is experiencing in EPA negotiations are similar to the ones experiencing in Common Market including non-harmonized positions, praperedness of the private sector to compete and the sequencing of Common Market and EPA negotiations. 

Mr. Mbogori recalled EABC’s proposal to the Partner States on how EAC could contribute to the negotiations including sensitization and contributions to the positions through creation of a forum spearheaded by EABC. The mandate given to us has led to the collection of information to bridge the information gap as well hosting of this workshop, in line with our mandate to create a forum for private sector to address these issues. The full presentation is hereto attached as Annex VI.
2.2
Session II: Introduction to GATS-based services framework

This session focused on briefing the session on the basics of the GATS framework on trade in services on so as to ensure a common language for the remainder of the workshop.

2.2.1
Policies Enabling ITES Services Exports, Anuradha R.V., Partner, Clarus Law Associates (India)
Ms. Anuradha gave an overview of ITeS where she referred ITeS as any Service that can be delivered via the internet or any other medium that can deliver data. This will include services delivered through Mode 1, i.e., cross-border supply of services through IT networks, where the service provider is in the ‘outsourcing’ or ‘off-shoring’ destination country, and the service consumer is in another country. Other terms used for this service is outsourcing, Off-shoring, BPO, KPO, LPO, among others.
ITES, in her view, is an area in which East African countries need to identify their level of ambition and interest in the EPA negotiations. This is because the rationale of outsourcing is based on shifting functions from higher-wage to lower-wage economies, in efforts to increase efficiency and lower costs. The most lucrative qualities a country aspire to seek offshore business include Low costs: human resource, establishment; deep technical and language skills among Service Providers; high-tech and telecom infrastructure , and availability at low costs; and supportive government laws and policies.
Ms. Anuradha highlighted the importance of EA countries to identify their strengths in offering ITES: In what Core Service sectors will ITES be offered; development of infrastructure available for IT services and how this can be improved; training and Capacity Building of resources for providing ITES; as well as legal Framework: Adequate provisions on delivery of IT services, Data Protection, Labour regulations, Foreign Investment regulations. The full presentation is hereto attached as Annex VII.
2.2.2 GATS-based framework & the request-offer process, David Primack, Programme Officer, ILEAP 

Mr. Primack’s presentation focused on GATS-based framework and the request-offer process. He gave a pedagogical on, among others, the meaning of the 4 modes of supply under GATS as well as Most Favoured Nation (MFN), Market access (conditions/limitations on the entry of foreign services or service suppliers into the market), National treatment (NT) and Domestic regulations (normally dealing with qualification requirements and procedures, technical standards and licensing requirements). 
Mr. Primack also gave a tutorial of the process of offer and request. This include parties exchange a ‘request’ for certain concessions in their export market(s) and ‘offer’ concessions domestically in return. In addition to the legal text, services negotiations often include preparation of a request and an offer which lead to ‘schedule of commitments’. He continued by explaining that request and offer are technical documents that translate national and regional services interests into specific negotiating positions
In order to make an informed decision to whether to pursue services commitments in the EPA (or elsewhere), Mr. Primack suggested that it is important to call for a process involving research and analysis, consultations and consensus-building. Though this process might be slow-moving, it will guarantee the facilitation of informed decisions and secure stakeholder ownership of the outcomes. The full presentation is attached hereto as Annex VIII.
2.2.3 Policies underpinning Mode 4 enabled exports - Dirk Willem te Velde – ODI

Mr. te Velde’s presentation on policies underpinning Mode 4 enabled exports, focused on migration and development, coverage of temporary labour mobility in international trade and ways forward in context of the global financial crisis. 

The presentation showed the correlation between migration and exporting countries, and domestic capacity, remittances and trade investment effects. Proposals by the presenter were demonstrated on possible policies to make migration work for development including incentives to stay (pay and working conditions, normal development policies such as a good investment climate in source country and return migration programmes. In terms of the destination country, measures will include use diaspora organisations, enable remittances and lift constraints to temporary migration.

The presenter also suggests that global financial crisis has changed priorities on trade policies hence the need to address the increase in protectionism on migration. Moreover, there should be an endeavour to bind, clarify and improve current access and treatment of migrant labour according to private sector needs as well as to improve capacity (skills) and domestic regulatory constraints (qualifications). The full presentation is attached hereto as Annex IX.
2.3
Session III: Private sector analysis on improved market access for services export to key EU services markets
The purpose of this session was to avail opportunity for authors to share the broader results of their research and set the context for ensuing sectoral sessions. Particular focus was on how the results could help link elements of a services export development strategy and commitments undertaken in trade agreements. 
2.3.1
National EAC Private Sector Studies on Improved Market Access for Services Export to Key EU Services Markets
The National Consultants made presentations on their national studies and the respective sectors they had chosen. They highlighted the importance of the selected sectors in their respective countries including additional sectors that might have export potential.
The presenters showed the state of the sectors in their countries (for example, the key barriers identified for exporting these services to Europe and domestic, actions that could be taken to overcome these barriers; as well as the role envisaged for the EPA or other negotiations in addressing these barriers and constraints.
The full presentation by Kenya, Rwanda, Tanzania and Burundi is attached hereto as Annex X, Annex XI, Annex XII and Annex XIII respectively. Unfortunately, the National report by Uganda was not ready by the time this workshop took place. 
2.4
Session IV Complementary measures to support services exports
This session aimed to address the importance of complementary measures to help generate export opportunities in the EAC. Discussions positioned services sectors within efforts to provide aid for trade, as well as draw together related subject areas and clusters.

2.4.1 EU EPA Negotiations: Opportunities and Limitations, Anuradha R.V., Partner, Clarus Law Associates (India)

Ms. Anuradha’s presentation and session was to act as a facilitative tool for identifying elements for request as well as to assist in identifying requests to the EU in sectors and modes of interest for East African countries. 
The presentation focused on appreciating the scope of EU’s commitments under the Cariforum EPA, and the continuing limitations as well as analysis of Modes 1 and 4. Furthermore, the presentation talked about the scope of access into the ‘services’ market in the EU including addressing the possibilities and constraints. 

The opportunities and constraints in Mode 1, as identified by the presenter, include, many sectors are open on this mode but restrictions apply for professional services- subject to ‘qualification’/ licensing criteria. 
Mode 3 is open in most sectors but subject to specified horizontal restrictions by all EU Members. There are also member-specific horizontal restrictions including permission required for industrial and commercial, legal entity and restrictions on purchase of real estate. Sector-specific restrictions specified by some member states were also identified and include Economic Needs Tests (ENT). 

The presenter thus suggests that EU should commit to allow entry and temporary stay of artists and cultural professionals and put in place a distinct visa category, which would enable artists and cultural professionals to have freedom of movement across all EU Members. 

EU Members should relax artists and cultural professionals  qualification requirements and provide technical assistance and technology transfer. The full presentation is attached hereto as Annex XIV.
2.5
Special Session: The global financial crisis and developing countries
The objective of this special session was to consider issues related to the impact of the global financial crisis on developing countries, including on financial and other services. The focus was on forthcoming case studies in the region (Kenya and Uganda), which aim to provide insight on the composition of elements in the shock at the national level; effects on trade, growth, investment, poverty and inequality and debt; and possible policy implications.
2.5.1 The global financial crisis and developing countries, Dirk Willem te Velde, ODI

Mr. te Velde’s presentation centred around the genesis of the global financial crisis and its affect developing countries, which countries will be affected and the policy implications. 
In his presentation, Mr. te Velde accentuated the fact that global financial crises (GFC) has already had large development effects and worse is likely to come throughout 2009. There is thus a strong need for developing countries to monitor and respond to GFC. 
On trade in services, the presentation showed that, in poor countries, effect will be felt. These include the financial services where a minimal direct effect will be felt but indirect to be huge. The tourism sector has already suffered in terms of reduction in bookings, which has a knock-on effect. Migration and remittance has also gone dropped due to protectionism. 

The presentation also shows measures taken by developing countries to address GFC including economic policy measures (e.g. fiscal stimulus) social policies (e.g. social protection) and normal growth and development policies (acceleration of investment climate support, trade liberalisation, and infrastructure). 
The full presentation is attached hereto as Annex XV. 
2.5.2
The global financial crisis: signs, effects and possible mitigation measures for Uganda - Sarah Ssewanyana, Economic Policy Research Centre, UGANDA

Ms. Ssewanyana’s presentation focused gave analysis on how the global financial crisis will affect Uganda and how government should possibly respond. It shows the challenges of Uganda in terms of the impact on development of multiple, interrelated global crises. These include high food prices, climate change, fluctuations in commodity prices and global financial crisis.
On macro level, according to the presenter, Uganda seems to face a high probability of decreased economic growth. Inflation is in double-digit level, since May 2009 and reached its peak in Aug 2008 (15.8%) but recently declined to around14% in Jan 2009. There has been a reduction in coffee prices.
Uganda has experienced, among others, Foreign aid reduction from US222.29m during 2007Q4 to US$178.9m during 2008Q4, and is likely to register further declines in aid – both official and off budget aid. Reduction in remittances has also been witnessed and it is envisaged that this will likely impact on the construction sector through job losses. 
In responding to the financial crisis policymakers are grappling with understanding the nature and likely impacts of the crisis on the economy. In the meantime, the macroeconomic and social policies remain unchanged and Uganda has continued to implement tight monetary conditions to tame off inflationary pressures. 
The full presentation is attached hereto as Annex XVI.
2.5.3
The Effects of the Global Financial Crisis: A Case of Kenya – Francis Mwega, University of Nairobi
The presentation by Mr. Mwega focused on the effects of the global financial crisis, possible impacts; and the scope and limitations of current policy responses. In addressing the above, the presentation highlighted several issues including elements of the global financial shocks, which focus on the types and magnitude of shocks; shocks at the national level, which identifies the effects so far on trade, international capital flows, remittances and aid; and policy implications.
In his presentation, Mr. Mwega articulates that CBK data indicates that, Kenya being primarily a rural agro-based economy with only a small minority of the population directly interfacing with the developed world, little effect will be felt. Sectors likely to feel any significant impact include tourism and commercially- oriented agriculture such as horticulture, tea and coffee. 
The banking system, in the presenter’s analysis, seems poised to withstand the global financial crisis while the capital market has felt direct effects. In addition, the reduction of incomes and the loss of jobs by Kenyan in the Diaspora are expected to reduce remittances. Aid flow is expected to reduce due to bailouts in US and EU, though Kenya is not considered a high aid-dependent economy.
On policy issues, Kenya has set up a Task Force to look into ways of cushioning Kenya’s economy from the effects of the global financial crisis. 

Solutions proposed to address above issue include lower interest rates, expand expenditures e.g. acquisition of shares by the government or its agencies to shore the stock market and facilitate and lower the cost of remittance costs which are currently quite high.
The full presentation is attached hereto as Annex XVII.
2.6
Session V: AFT – Capacity Building

2.6.1
Aid for trade and services - General reflections, Dirk Willem te Velde, Overseas Development Institute

The highlights of Mr. te Velde’s presentation include elements that make up an Aid for Trade strategy i.e. Aid for trade categories, constraints to trade in services, role of Aid for Trade in overcoming constraints and appreciation of negotiations fora and aid modalities. 
On constraints to trade in services, the presentation highlighted, among others, lack of services supply capacity; International trade barriers; and the inability to translate regulatory framework into GATS language.

The presentation gives an overview of support measures which can be provided including developing IT training programmes such as placements in IT companies (credit / grants); support for upgrading data protection regimes (regulatory reform); assistance to SMEs to effectively use methods of e-commerce; support for training programmes for nurses; support for managed migration programmes (e.g. IOM) and stock take of temporary migration schemes in key countries.
The full presentation is attached hereto as Annex XVIII.
2.6.2 Regional Trade and Integration in East Africa: Professional Services Needed for Businesses, World Bank On-Going Project – Nora Dihel, World Bank
Ms. Nora presented an on-going project undertaken by the Wold Bank. Her presentation focused on role of business services for development; underdevelopment of business services in Eastern Africa; what can be done to facilitate development of business services in Eastern Africa; and role of private sector.

The presentation looked at, among others, the bottlenecks of business services in Eastern Africa. These include limited availability of skills and skills mismatches; market failures including inadequate standards; information asymmetries – lower overall quality of services and skill mismatches; Regulatory heterogeneity affecting trade, education and labor and Capacity constraints.

The private sector has a role to play in resolving the above bottlenecks. These include training/Internship – enhancement of skill base; Cooperative agreements – common vehicles for integration; act as catalyst for reviewing domestic regulation to highlight reform needs and designing a pro-active trade agenda. 

The full presentation is attached hereto as Annex XIX.
2.7
Session VI: Sectoral Analysis

This interactive session explored into, among others, sector-specific opportunities and constraints facing private sector operators in taking advantage of existing and/or enhanced services market access into Europe. The aim of the session was to facilitate convergence on private sector positions on how and where trade agreements can be utilized to generate services export opportunities. 
2.7.1
EABC - EPA Regional Study – Serah Kimani, Regional Consultant & Principal Research Fellow
In her presentation, Ms. Kimani gave an overview including the genesis of the regional study. She said that the aim of the study was to assist the private sector secure effective participation in the EAC–EU EPA services negotiations. In doing so, 5 national studies were commissioned plus a regional one. The regional report is therefore based on the national studies and ILEAP research.
The main objective of this session, as mention above, was to generate and facilitate convergence on detailed sector-specific recommendations from the private sector that can serve as an input to governments on what could feature in a possible request to the EC

Her presentation highlighted some of the barriers that exist and what measures the meeting suggests in overcoming them. The selected sectors including BPO services, nursing services, Travel agents and tour operators, Higher and adult education, Tourism: Travel Agents & Tour Operators. 
The presentations are attached hereto as Annex XX and Annex XXI.
3.0
Conclusion and Way Forward

After the fruitful and productive deliberations, the meeting reached the following conclusions and recommendations:
· Conditional offer EU made at WTO is not a fair one. 

· There is a need to strengthen our selves as a region and position our selves in the global economy in the context of our development objectives;

· Our development objectives should determine our negotiations approach;

·  What was discussed here is different from what is on the table from the negotiators

· There is a disconnection between national and regional development strategy therefore we are experiencing implementation problems

· We lack a clear structure of services sector on how we want it to grow and take form (reactive);

· There is need for capacity building in services sector;

· Participation of all stakeholders is a good principle but not adhered to therefore Public Private Partnership is paramount – EABC to take lead on this;

· Aid for trade – donors to participate and be brought on board – therefore, there is a need to be proactive in identifying areas for support for channelling the aid instead of being reactive to donor’s suggestions;

· Mechanism of monitoring what is happening out there – information flow;

· There is need to diversify actors irrespective of sectors we are dealing with to know our strength and weaknesses and how to tackle them;

· No systematic arrangement in the EAC in monitoring what is happening in other regional bloc so as to learn; 
· what ever offered to Caribbean we should ask for the same and improve on the that;
· Lack of participation of private sector - challenges includes awareness at national level – EABC should assist in more engagement at national level on what issues to take on to the negotiations;
· There is a need for mechanism to ensure all negotiators get this information;  

· national vs. regional ---commonalities should be used as a basis for negotiations;
· Sectors with no regulations - bring those sectors where there are no regulations and EABC should to take lead (regional regulatory framework) to ensure regulations at national level are compatible with the rest of the world.
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