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the world realized the need to take trade
to the next level and thus included services.
The World Trade Organization began
negotiations among member countries to
forge strategic partnerships and mutual
cooperation for building a framework of
promoting international trade in services. Since then trade in services
has grown tremendously from US$1.9 trillion in 2003 to US$4.7
trillion in 2013 as per United Nations Conference on Trade and
Development (UNCTAD). With a share of 9.5 per cent in the total
world trade, services have occupied a prominent position in the global
export and import baskets. While in case of India, trade in services has
been growing rapidly since 2003 due to significant domestic
liberalization and reforms along with access to international markets.
According to UNCTAD, India’s services trade was valued at US$10.7
billion in 1990, US$48.8 billion in 2003 and reached the peak of
US$271.8 billion in 2013. India showed a remarkable rise in its share
in global services trade from 1.3 per cent in 2003 to 3 per cent in
2013.
During the last decade trade in services has witnessed manifold rise due
to the revolutionary incorporation of global developments. With the
inception of General Agreement on Trade in Services to formulate
trade policies for identification of service sector and finally offering
preferential treatment to countries’ trading in services, the service sector
has been liberalized tremendously. This liberalization for promotion
of trade has led to formulation of standards for services trade as well as
the mode of offering services across borders.
In recent years, a number of measures have been taken to analyze and
understand the current state of service sector globally and in India.
One area which has surfaced is the importance of collection, monitoring
and reporting of trade data in service sector to enhance exports as well
as imports. Other contemporary areas of focus are identifying the
trends, patterns and barriers present currently for trade in services. It is
also important to assess the role of foreign investments in service sector
for building up infrastructure for facilitating trade.
Thus, it is the need of the hour to develop strategies for diversification
and formulation of policies for promotion of trade in the service sector.

(Dr. Surajit Mitra)
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Institutional Framework for Collection of Data
on Trade in Services
Lessons from Global Experiences
Arpita Mukherjee* and Tanu M. Goyal**

Global trade in services has
registered a phenomenal growth
in the recent years and in
countries such as India, trade in
services contributes
substantially to their
international trade. However, it
is often difficult to measure
trade in services due to its
intangible nature and lack of a
proper framework for data
collection and reporting. Since
India is among the top ten
exporters and importers of
services, it is all the more
important for India to have a
robust data collection framework. This paper examines the
existing framework of data
collection by international
organizations and selected
countries and India. It then
makes recommendation on how
India can develop an institutional mechanism for data
collection based on global
experiences. The paper
highlights the need to create a
nodal agency for data
collection, development of a
standardized system for
identification of service.
*Professor and **Research Associate,
respectively at the Indian Council for
Research on International Economic
Relations (ICRIER), New Delhi.
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VER the past two decades,
with
globalization,
development of information
technology, emergence of new
business models and inclusion of
services in free trade agreements
(FTAs), global trade in services
has registered a substantial
growth. Trade in services has
grown by around 20 per cent
from US$2,905 billion in 2001 to
US$3,488 billion in 2011.1 With a
share of 9.5 per cent in the total
world trade, services occupy a
prominent position in the global
export and import baskets. 2
However, the importance of
services trade in total trade varies
across different countries. For
instance, in India trade in services
accounted for 35.8 per cent of the
total trade basket in 2012 while it
was 13.9 per cent in China and
29.2 per cent in the United States
(US).3 Unlike goods, India has a
positive balance in trade in
services, which helps it to counter
the trade deficits.
While trade in services is
growing in importance, it is not
captured in real terms as
meticulously as trade in goods
due to its intangible nature. The
growing importance of trade in
services led to an emphasis on
collection of data on trade in
services. Lack of robust data on
trade in services is considered as
a
serious
drawback
in
undertaking detailed research on
trade in services and for

FOCUS WTO, July-September 2014 (Vol. 16 No. 3)

negotiating trade agreements,
which
includes
services
(Hoekman 1996). Statistics on
trade in services can help in
evaluating
market
access
opportunities,
designing
negotiating strategies, assess the
extent of liberalization in specific
services subsectors and help the
government to provide services
related export incentives and
subsidies. Trade data on services
is needed by a country for
settling disputes in trade
agreements and for identification
of strengths of its trading
partners and areas of mutual
complementarities in services
(Stephenson 2006).
The General Agreement on
Trade in Services (GATS) of the
World Trade Organization
(WTO),4 was the first agreement
that tried to define trade in
services through four modes.
These include (a) from the
territory of one Member into the
territory of any other Member
(Mode 1); (b) in the territory of
one Member to the service
consumer of any other Member
(Mode 2); (c) by a service supplier
of one Member, through
commercial presence in the
territory of any other Member
(Mode 3); and (d) by a service
supplier of one Member, through
presence of natural persons of a
Member in the territory of any
other Member (Mode 4). The
GATS also established legally
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enforceable discipline at the
multilateral level to capture the
international trade in services.
However, due to technological
development, evolving methods
of services delivery, lack of
proper systems of data collection
and reporting it has been difficult
to collect data on trade in services
by the different modes of
services delivery.
Over
time
different
organizations have attempted to
capture data on trade in services.
The International Monetary Fund
(IMF) collects data for balance of
payments and international
investment in accordance with the
Balance of Payments (BoP)
Manual. Different countries
provide data to the IMF, often
following different formats, and
there are issues related to
availability of bilateral trade data
and coverage of different subsectors of services. A number of
countries such as the US, the UK,
China and Australia have domestic
regulations mandating data
collection on trade in services.
India, being one of the largest
exporter and importer of services
(in 2012, it was the 7th largest
exporter and importer among
WTO member countries), 5 is a
proponent of liberalization of
trade in services in the WTO and
in its bilateral FTAs. It is,
therefore, crucial for India to have
a robust data collection
mechanism for trade in services,
which includes global and
bilateral trade and investment
flows across different services
subsectors. India is trying to
develop a data collection
mechanism for the same and the
Directorate
General
of
Commercial Intelligence and
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Statistics (DGCI&S) under the
Department of Commerce has
been assigned that responsibility.
Given this background, this
paper looks at the framework for
services data collection globally
and in some selected countries. It
also examines the present
mechanism for data collection in
India. Based on global experiences,
lessons are drawn for collecting
data on trade in services in India.

The Overarching
Mechanism
The GATS has general
obligations which applies to all
WTO member countries and all
services subsectors. During the
Uruguay Round of negotiations,
WTO members adopted a
classification of service sectors
(document No. MTN.GNS/W/
120, entitled “Services Sectoral
Classification List”, referred to as
W/120) based on the United
Nations Provisional Central
Product Classification (UNCPC).
The list identifies relevant sectors
and subsectors so as to enable
members to undertake specific
commitments.
Due
to
technological development and
evolution of services sector and
business models, the UNCPC has
undergone significant changes.
As of date, CPC version 2 is the
latest version. However, the
WTO does not follow W/120
classification or UNCPC Version
2 classification for recording the
data on trade in services. It
compiles data on the trade in
commercial services6 based on the
IMF Balance of Payments Manual,
Fifth Edition (which is services
minus government services). It
uses other sources as well. For
instance, data for the European

Union (EU) member countries,
EU candidate and EU observer
countries, are taken from the
Eurostat Database; and for
countries such as Taiwan, data is
drawn from their national
statistics (WTO, 2013).
The IMF collects data in
accordance with the Balance of
Payments Manual. Till 2008, the
Balance of Payments Manual Fifth
Edition (BPM5) was followed.
However, since 2008, the IMF
collects data for its member
countries in accordance with the
Sixth edition of the Balance of
Payments and International
Investment Position Manual
(BPM6). 7 The Manual provides
guidance on the compilation of
BOP and IIP statistics. The
Manual also aims to enhance
comparability of data across
countries through the promotion
of
standards
adopted
internationally. BPM6 categorizes
12 services and is consistent with
the GATS classification, however,
there are some differences. For
instance, some transactions
regarded as services under GATS
are recorded under goods in
BPM6. This concerns the value of
most wholesale and retail trade
services (including those related
to merchanting of goods). Some
BPM6 components, especially
maintenance and repair services not
included elsewhere (n.i.e.), travel and
construction, include the value of
goods included in transactions.
BPM6 also includes charges for
the use of intellectual property,
some parts of which are not
captured by the W/120 (Manual
on Statistics of International
Trade in Services 2010, WTO).
The
Organization
for
Economic Co-operation and
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Development (OECD) and the
United Nations also collect data
on trade in services. The OECD
collects data on trade in services
based on Extended Balance of
Payments Services Classifications
(EBOPS) 2010, which builds upon
the BPM6 classification of services.
The UN collects data based on
EBOPS 2002, which is based on
BPM5.

Selected Country Cases
With growing importance of
services in the global trade
basket, a number of countries
have constituted framework for
services data collection. Over the
years, countries have evolved
their own methodologies of
collecting data on trade in
services and there are substantial
variations in subsectors covered,
methodology
used,
legal
framework for data collection and
the frequency of collection and
reporting of statistics. To
examine these, we look into the
case of five countries, namely the
US, Australia, Canada, the UK
and Singapore who have
developed a reasonably robust
data collection mechanism.

Collection of trade in services
data is mandated by domestic
policies in all the five countries.
These countries have domestic
regulations that make it
compulsory for individuals and
companies to report their services
transactions. While in some
countries such as the UK and
Canada, general regulations are
promulgated for collection of
trade in services data, in others
such as the US there are specific
Acts mandating collection of
statistics on trade in services.
Different agencies are responsible
for collection of services data,
depending on the services being
covered (see Table 1).
While the frequency of data
collection is quarterly in most
cases, the US, the UK, Australia
and Singapore publish their data
annually. Only Canada publishes
the data on a quarterly basis. In
terms of classification, each
country follows its own
classification, which is in most
cases different from the WTO’s
W/120 or the Balance of
Payments classifications. In terms
of the coverage of selected

sectors and granularity of data,
the UK reports data for a
maximum number of services
subsectors (46), followed by the
US (45), Singapore (19), Canada
(16) and Australia (11).
Different
organizations
within these countries follow
different techniques for the
collection of survey information.
While the US and the UK rely on
primary survey for trade in
services data, Australia and
Canada collect data from other
agencies as well. The BEA in the
US
mails
the
survey
questionnaires to the entities and
persons who are believed to be
eligible from the reports of their
international transactions. The
BEA uses benchmark or census
surveys to reach the entire
population every 5 years. The
questionnaires are sent to
potential respondents. The
mailing lists include US persons
who have previously filled a
report and all US persons who
although have not filled the report
before but are believed to have
transactions in the services. The
lists are collated based on

TABLE 1
REGULATORY MECHANISM AND DATA COLLECTING AGENCIES FOR DIFFERENT COUNTRIES
Country

Laws/Acts

Agency Collecting Data

USA

International Investment and Trade in Services Survey
Act, 1984; Trade and Competitiveness Act, 1988;
Paperwork Reduction Act, 1995

Bureau of Economic Analysis.

UK

Statistics of Trade Act, 1947 Section 1

Office of National Statistics; for Travel and Transportation
the source is International Passenger Survey and the Bank
of England.

Canada

Statistics Act, Revised Statutes of Canada, 1985.

Travel Services: Culture, Tourism and Centre for Education
Statistics Division of Statistics Canada. Any Other Service:
Balance of Payments Division Drawing on diverse surveys
and sources within and outside the Division.

Australia Australian Bureau of Statistics Act, 1975

Australian Bureau of Statistics (ABS), Survey of International
Trade in Services (developed by Reserve Bank of Australia)

Source:
Compiled from https://www.federalregister.gov/articles/2012/04/24/2012-9849/international-services-surveys-and-directinvestment-surveys-reporting; http://www.legislation.gov.uk/ukpga/Geo6/10-11/39; http://laws-lois.justice.gc.ca/eng/acts/S-19/page9.html#h-9; http://www.comlaw.gov.au/Details/C2012C00137
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information from government
sources, industry associations and
publications, business directories
and various periodicals. 8 As
regards the choice of countries for
bilateral trade statistics, the US
survey questionnaire provides a
list of countries and it also has
space for adding additional
country as per the respondent’s
trade pattern.
In the case of UK, the
Quarterly
Survey
of
International Trade in Services
(QITIS) collects information on
the imports and exports of
different types of services
(products) by country of origin
and destination. The data
collected by this survey are
standard components of the
IMF’s BOP manual. Any UK
trading businesses registered
for Value Added Tax (VAT)
and/or Pay as You Earn (PAYE)
tax are surveyed. This consists
of an approximate population of
1,000. 9
Australia collects a significant
portion of the data from
organizations such as the Tourism
Research Australia (TRA),
Australian
Education
International, and International
Legal Services Advisory Council.
In case of Canada, since there are
varied data collecting agencies, a
part of the data is collected
through survey while the rest is
collated from other sources.
All the selected countries
have imposed penalties on nonreporting and misreporting of
data. These include monetary
penalties
as
well
as
imprisonment. The value of
penalty is US$2,500-25,000 in the
US, £50-200 in the UK and
Canadian Dollar 500 in Canada.

4

What is Followed in India?
In India, at present the
services trade data is captured by
the Reserve Bank of India (RBI)
and the mechanism is different
from the rest of the world. The
data for trade in services is under
the purview of the Foreign
Exchange Management Act
(FEMA), 1999. According to the
FEMA Act, “Every exporter of
services shall furnish to the Reserve
Bank of India or to such other
authorities a declaration in such form
and in such manner as may be
specified, containing the true and
correct material particulars in relation
to payment for such services.”
Since 2008, the Indian
government has promulgated the
Collection of Statistics Act, 2008.
Collection of statistics on trade in
services falls under this Act as
well. The Act requires that the
……informant, who has been
asked to furnish any information
under the provisions of this Act
shall be bound to furnish the
information so asked in the
prescribed manner to the best of
knowledge…..
The Act can be enforced by:
• Any Ministry or Department in
Central Government
• Ministry or Department in
State Government or Union
Territory
• Any
local
government,
panchayats or municipalities.
In India, there is no single
agency for data collection
according to the Collection of
Statistics Act, 2008. The Ministry
of Statistics and Programme
Implementation (MOSPI) at the
centre collects and collates
national accounts statistics.

DGCI&S has recently been
given the responsibility to collect
the data on trade in services.
Investment inflow data is
collected by the Department of
Industrial Policy and Promotion
(DIPP) under the Ministry of
Commerce and Industry.
At present, RBI is the only
source for trade in services data.
Trade in services data collection
is also mandated under the
provisions of the FEMA Act,
1999. Compilation of the service
sector in India’s BoP follows the
procedure recommended by
RBI’s “Technical Group on
Statistics of International Trade in
Services”, 2002. Data on trade in
services is collected as per the
BPM5 classification. However,
following the recommendations
of the technical committee, a
transition
to
the
BPM6
framework is being implemented.
The RBI currently releases
provisional aggregate monthly
data on India’s international
trade in around 72 service
categories with a lag of around
45 days. The RBI collects data
from the authorized dealers
(ADs) 10 or the banks and not
directly from the service
providers or exporters. Thus, the
data collection mechanism has
some limitations. As per the
requirements under the FEMA,
authorized dealers, dealing in
foreign exchange are required to
report to RBI, all the foreign
exchange transactions taking place
through them on a fortnightly
basis. There are two ways of
reporting data:
• R-Return: This is the manual
reporting form comprising of
broad total of foreign
exchange transactions.
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• FETERS (Foreign Exchange
Transaction Reporting System):
Electronic reporting, which is
far more detailed making the
use of purpose-wise codes. It
breaks up a transaction into
both receipts and payments for
the various purpose codes,
along
with details
of
transaction date, currency
amount, etc. All transactions
relating to exports, nonexports, imports, non-imports,
intermediary exports, and
intermediary imports are
reported under FETERS.
As per the recommendations
of the technical committee,
individual non-export receipts of
value below `5 lakh are not
reported
separately,
all
transactions below this are
aggregated in the lump sum form
called the unclassified receipts.
The purpose-wise details of these
receipts are collected on the basis
of surveys so as to minimize the
processing cost and reduce the
reporting burden of ADs.
In India there is a penalty for
not reporting the data. The
penalty clause exists both in the
Collection of Statistics Act, 2008
as well as under the FEMA, 1999.
As per both the Acts, a fine is
imposed for not reporting the
data while for misreporting both
fine and imprisonment are
applicable. However, the value of
fine is higher under FEMA
provisions (around `10,000:
~US$160) as compared to the
Collection of Statistics Act, 2008
(`1,000: ~US$16).11
While India does have a
mechanism in place, there are
several issues such as coverage of
trade in services, the classification
of services followed in India vis-

a-vis rest of the world, source of
information for services data
collection, low penalty for nonreporting or mis-reporting,
among others. The next section
highlights some issues in data
collection in India and the lessons
that can be drawn from
international experiences.

What India Can Learn from
Other Countries?
The
above
discussion
highlights that with the growing
importance of trade in services
there is a need for more robust
information on trade in services
in terms of the direction of trade
and components of service trade.
International organizations and
different countries have focused
on developing a framework for
services trade data collection.
India, too, requires a robust
framework for data collection and
reporting to understand the trade
patterns
and
design
its
negotiating strategies in services
in trade agreements. The data on
trade in services will also help to
design export linked subsidies
under the Foreign Trade Policy.
However, the services sector
in India is not similar to the
comparator countries, which
make it difficult to collect
information. In India around 80
per cent of services are in the noncorporate/unorganized sector.
As a result, it is often difficult to
identify the service suppliers,
particularly in categories such as
logistics services, construction
services or retail services. Thus,
it is difficult to create a database
of all service suppliers. It is likely
that only large companies will be
engaged in international trade
but this is not true for certain
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professional categories such as
architects and lawyers where
independent professionals and
small companies are also engaged
in international trade. Thus, it is
important for India to design a
data collection framework which
is able to identify the exporters
and importers of services. This
can be done through a unique
identification number which
allows the holder to get exportlinked benefits. Also, at present
the data is captured at the level
of authorized dealer and not the
service supplier. There is a need
for a primary survey of service
suppliers. Once, the service
suppliers are identified a
population has to be created,
which can be surveyed on a
regular basis. An online
mechanism should be devised so
that filing of information is easy
and everything is linked to the
unique identification number of
the service supplier.
It is important to note that
while exporters can be identified
by linking them to export
incentives, import of services is
more difficult to capture as the
point of reference is located
outside
the
country.
Nevertheless, once the existing
database from authorized dealers
and
banks,
professional
association
memberships,
industry association members in
specific services sectors are
available, a fairly comprehensive
services database can be
designed.
The present regulations allow
multiple agencies to collect data
on trade in services. There is a
need
to
have
a
clear
understanding whether the
present regulation is good
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enough for services data
collection or the country should
have a dedicated regulation for
the same. In any case, there is a
need for a dedicated agency or
nodal agency such as the
DGCI&S for collection of trade in
services data. The country studies
show that countries do have a
single agency for data collection
and reporting. DGCI&S should
start with reporting the data on
an yearly basis and then the
frequency can increase.
Internationally,
most
countries have adopted or are
shifting to the BPM6 classification
of services sectors. India should
also shift to BPM6 and create a
concordance between the national
industrial classification (NIC) and
BPM6 to facilitate data collection
by subsectors and cross-country
comparisons.
The penalties that are in place
for non-reporting or misreporting
of information should be
strengthened and monitoring
and implementation of data
reporting laws should be more
rigid. Additionally, in India, as of
now the penalty for nonreporting is lower than the
penalty
for
misreporting
information as in case of
misreporting, imprisonment is
also applicable. As a result,
respondents may find it prudent
not to give information rather
than making an error in reporting.
Such anomalies have to be
rectified.
Most countries do not have
a mechanism for reporting
mode-wise services trade data,
due to the complexity of trade
in services and inter-mode
linkages. Also, sometimes the
boundaries between goods and

6

services trade are blurred,
especially in case of services like
“travel”, “construction” and
“government
goods
and
services”. With technological
development new modes of
services delivery have surfaced
and sometimes it becomes
difficult for even the service
supplier to isolate the different
modes of service delivery. The
framework should aim to
provide clarity even to the
service supplier to ensure that
over time, transactions are
recorded as far as possible by
modes of delivery. Such
refinements
may
take
sometimes and can be done
through pilot surveys to
understand the trade patterns.
Along with pilot surveys of
different services subsectors,
there should be pilot surveys on
cross-cutting issues such as ecommerce, which is also closely
linked to Mode 1 (or on-line
transactions) to understand the
trade pattern.
If the above discussed
measures are considered, India
would be able to design a robust
data collection framework for
trade in services.

5

WTO (2013).
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The “Commercial services” is
divided into three categories:
transportation services, travel, and
other commercial services.

7

It replicates the earlier Fifth Edition
of Balance of Payments Manual
(BPM5), released in 1993. However,
the coverage of services is greater
in BPM6.

8

See Page 6 “Survey Coverage”
under Survey Methodology chapter
in “A Guide to BEA’s Services
Surveys” (http://www.bea.gov/
surveys/pdf/surveysu.pdf ).

9

See “Quarterly Survey of
International Trade in Services”
(http://www.ons.gov.uk)

10

Authorized dealers are authorized
by the RBI to deal in foreign
exchange.

11

Conversion is made using
exchange rate of US$1=` 61.4 (RBI
exchange rate on 8 August 2014).
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Trade in Healthcare Service Sector in India
Rahul Singh*

An emerging sector in the trade
in services is the healthcare
sector. This sector has recently
gained momentum and
importance in case of India.
The delivery of healthcare
services have been simplified
due to globalisation and
technological progress. India
has a large number of welltrained medical professionals
along with a cost advantage for
rendering medical services as
compared to developed
countries. This has helped India
to increase trade in healthcare
services under different Modes
as specified by the World Trade
Organisation. The article also
assesses the major initiatives
taken by India in liberalising
trade in healthcare sector while
operating within the
commitments with WTO. The
Government of India has
introduced simplified visa
regime for foreign patients,
relaxed FDI limits and provides
incentives for export of medical
services. These initiatives have
enabled India to emerge as a
leader in the area of
telemedicine and medical
tourism.
* Doctor by Profession and is
currently in the Indian Trade
Service.

H

EALTHCARE service sector
in India today provides
unique opportunities and
challenges to achieve innovation
and reach to meet the healthcare
needs of our huge population. In
the next decade, increasing
consumer awareness and demand
for better facilities will redefine
the country’s healthcare sector.
With technological progress and
forces of globalization, scope and
extent of service delivery have
crossed geographical, linguistic
and cultural limitations.
India’s primary competitive
advantage over its peers in
healthcare service sector lies in its
large pool of well-trained medical
professionals. India also has a
significant cost advantage
compared to countries in Asia and
Western countries. For instance,
cost of surgery in India is onetenth of that in the US or Western
Europe.
The private sector has
emerged as a vibrant force in
India’s healthcare industry and
has built India’s place both
nationally and internationally.
The private sector’s share in
hospitals and hospital beds is
estimated at 74 and 40 per cent,
respectively.
Hospital and diagnostic centres
attracted foreign direct investment
(FDI) worth `11,272.32 crore
(US$1.87 bn) between April 2000
and February 2014.1
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The main factors behind the
growth of the sector are rise in
incomes, increased access to highquality healthcare facilities as well
as greater awareness of personal
health & hygiene among people.
Realizing the importance of
health and healthcare service
sector in India’s growth, Planning
Commission has allocated US$55
billion2 to the Ministry of Health
and Family Welfare. This is about
three times the actual expenditure
under the 11th Five-Year Plan. It
is in the 12th Plan that focus is
given on providing universal
healthcare, firming up healthcare
infrastructure,
promoting
research and development (R&D)
and enacting strong regulations
for the healthcare sector.
Huge investment is required
in healthcare sector in both urban
and rural areas. About 1.8 million
beds are required by the end of
2025. Moreover, 1.54 million
doctors and 2.4 million nurses are
a prerequisite to meet the
growing demand.

Changing Face of
Healthcare Delivery
in India
A number of initiatives have
been taken in India to expand the
reach of healthcare services as
well as to enhance medical
tourism. Two such initiatives are:
First, telemedicine is a fast
emerging sector in India.
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Telemedicine
allows
the
population in the interiors to
access quality healthcare and at
the same time, significantly
increases the productivity of
medical personnel. Telemedicine
is one such pioneering technology, which if used effectively can
double the utilization of scarce
human medical resource.
Second, medical tourism is
also one such sector that is
redefining India’s healthcare
sector. The Indian medical
tourism industry is pegged at
US$1 billion per annum. It is
developing at around 18 per cent
and is expected to touch US$2
billion by 2015. With an estimated
1.7 lakh foreigners arriving in
India for medical treatment
annually, the country is poised to
capture the fast growing market
for off-shore healthcare. India’s
strength lies in providing world
class treatment and benefits at a
fraction of the cost (almost
1/10th) with no waiting time for
surgeries as compared to
advanced nations like UK and US
where waiting period is
substantially longer and cost
astronomically high.

these services. A country can
supply services in any one of the
following ways:

The mode of supply of
particular interest for healthcare
sector to India is Mode 4, i.e. the
movement of natural persons.
India has a large pool of wellqualified health professionals and
a fairly large comparative
advantage over other Member
countries with regard to supply
of healthcare services. Besides,
for India Modes 1 and 2 are also
important as Mode 1 can help to
deliver healthcare services
electronically across the globe
and mode 2 can help us provide
services such as medical tourism
to people visiting India.

(i) Full Commitment: In this case
there are no limitations. This
implies that the country
doesn’t limit market access or
national treatment.
(ii) Commitment with limitations:
The country declares the
measures
which
are
inconsistent with market
access or national treatment
but commits to take no other
such measure.
(iii) No Commitment: It is also
expressed as unbound. In this
case, the member country is
free to introduce and maintain
measures inconsistent with the
commitments of national
treatment and market access.

The main mode of supply of
particular interest to developed
countries is Mode 3, i.e.
commercial presence since they
have the financial capability
required for establishment of
legal presence in the territory of
the trading partner.

(iv) No commitment technically
feasible: It is indicated as
unbound*. In this case a
specific mode of supply cannot
be used.

India has been very active in
GATS regarding liberalization of
healthcare service sector in WTO.
In fact, in almost all bilateral
requests under GATS to various
countries, India has requested for
liberalization of healthcare

The table below explains the
limitations of market access and
national treatment based on the
mode of supply of services.

Healthcare Sector and WTO

TABLE

The General Agreement on
Trade in Services by WTO is
applicable to all service sectors
except those which are supplied
under government exercise or
which do not have a commercial
basis. GATS allows each member
country to choose service sectors
and further indicate measures for
it. These measures act as
limitations to market access3 and
also national treatment. 4 The
member countries can further
indicate the modes of supply of

INDIA’S COMMITMENT IN HEALTHCARE SECTOR IN WTO
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Sector

Modes of
Supply
Cross-border supply 5

HEALTH RELATED
SERVICES

Consumption abroad

6

Commercial presence

Presence of natural
persons 8

7

Limitations on
Market
Access

Limitations on
National
Treatment

Unbound

Unbound

Unbound

Unbound

Only through
incorporation with
foreign equity ceiling
of 51 per cent

None

Unbound except as
indicated in horizontal
section

Unbound except
as indicated in
horizontal section

Source: Department of Commerce, Government of India.
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service. In addition, to promote
the liberalization of Mode 4, India
has submitted a proposal at the
Special Session of the Council for
Trade
in
Services
on
“Liberalization of Movement of
Professionals” (S/CSS/W/12).
India is keen in enhancing its
share in trade of healthcare
services. Therefore, to emerge as a
global player, India has suggested
the below strategy. This strategy
also aims at improving trade in
services through Mode 4, which is
especially relevant for healthcare
services:
(i)

Economic Needs Test (ENT): In
order to reduce the scope for
discriminatory practices in
use of ENT, there is a need
for multinational norms to be
established.
(ii) Exemption from Social Security
Contributions: Such contributions need not be required to
be made for temporary
movement as contributors
are not eligible for receiving
benefits of such contributions. This also affects the
comparative advantage of
professionals and hence they
should be exempted from
such payments.
(iii) Simplification of Visa Procedures: This helps in doing
away with quantitative
restrictions.
Moreover,
administration of visa
regimes may be made more
transparent.
(iv) Mutual Recognition Agreement:
Non-recognition of qualifications by developed countries
often acts as a serious barrier
to market entry. It is thus
necessary to work for the
establishment of multilateral
norms to facilitate Mutual

Recognition Agreements
(MRAs) among member
countries.
Most
members
have
undertaken Mode 4 commitments
on a horizontal basis, i.e. applicable
without distinctions to all sectors
in a member’s schedule. In most
instances, members have scheduled
an initial “unbound” (i.e., no
binding of access conditions) and
then qualified it by granting
admission to selected categories of
persons, with a marked bias
towards persons linked to a
commercial presence (e.g., intracorporate transferees) which is
especially true for healthcare sector
In addition, with the US,
India has put up a specific demand
to do away with a clause where
it has put limitation under which
individual Mdical doctors are
allowed to enter US only for the
purpose of studies or training and
not for rendering professional
services.
And with EU, India’s demand
has been to remove requirement
of residency and nationality.
Another demand has been to
remove quantitative restrictions
so as to enable health
professionals to enter and deliver
health services on demand.

Government Initiatives in
Healthcare Sector
A number of steps have been
taken by the Government of India
through its various ministries and
departments to increase Trade in
Health Care Sector. The main
initiatives are:
(i) The Government of India has
recognized the economic
potential of medical tourism.
The Ministry of Tourism
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(MOT), Government of India,
has further enhanced the M
visa and MX visa. M visa also
known as medical visa was
introduced specifically to
facilitate inbound medical
tourism. Earlier, M visa was
valid for six months but at
present the validity has been
extended to three years, with
the condition that the tourist
can furnish a recommendation
and sanction for the same
from the doctor. MX visa
which is for attendant/family
members accompanying the
patient was introduced to
provide further impetus to
the inbound medical tourism
sector. The spouse/children
or blood relations of the
patients are granted MX visa.
(ii) National Health Policy of
Government
of
India
recognizes the treatment of
international patients as an
export. This allows private
hospitals
treating
international patients to enjoy
the benefits of lower import
duties and further an increase
in the rate of depreciation9 for
life-saving
medical
equipment.
(iii) The National Accreditation
Board for Hospitals and
Healthcare Providers (NABH)
has been set up by the Ministry
of Health under the aegis of the
Quality Council of India for
accreditation of hospitals and
other healthcare service
providers, projects. This has
been done to enhance India's
place as a quality healthcare
service provider globally.
(iv) Under automatic route, 100%
FDI is approved for health &
medical services.10
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(v) Government has started NHM
(National Health Mission) for
providing better healthcare to
people from rural and urban
India. The Government has
also
increased
health
expenditure to 2.5 per cent of
GDP from an existing 1.4 per
cent. Moreover, this segment
is estimated to witness vast
development through viable
partnerships between the
private sector and the
government through various
PPP projects.
(vi) Served from India Scheme of
Foreign Trade Policy provides
10 per cent duty credit script11
to hospitals earning foreign
exchange through medical
tourism which can be used to
pay import duty for import of
medical instruments, etc. for
the hospital.

Conclusion
Medicine is called a noble
profession since it directly
impacts people’s lives. Healthcare
sector becomes an even more
important aspect of any economy
as health indicators define the
actual level of prosperity of any
country. With trade liberalization
and coming of new modes of
service delivery, health sector is
poised to take a new turn in
coming decades where national
boundaries will no longer limit
the access to health services. And
this opens up new challenges and
opportunities for Indian health
sector for which India has to take
a stand and define its priorities.
Health
tourism
and
telemedicine may bring in
dollars, but they also take away
capacity from the local population
and impose cost on the entire

10

population. This raises many
questions. How prudent it is for
the government to support
healthcare tourism? Or should
government allow unlimited
medical tourism?
The entrepreneurs, the
medical profession, and all the
enablers such as healthcare
industry, insurance companies
and government need to tread
carefully. Democracy will force
governments
to
avoid
unaffordable costs or access. Data
show without doubt that
healthcare industry in India is
globally competitive and this is
one sector where India can have
a leading position in the world.
But for that to happen domestic
capacity building and access to
health services is a prerequisite.
Innovative models of crosssubsidization and local capacity
building should be developed
with support and enabling
provisions from government so
that benefits of healthcare service
trade liberalization could reach
and benefit the person for whom
the whole concept of trade
liberalization started and is
justified- “The poorest man in
today’s borderless World”.

operations, value of service
transactions or assets, number of
operations or quantity of output,
number of natural persons
supplying a service, participation of
foreign capital or type of legal entity
5

It is a normal form of trade in goods
and maintains a clear geographical
separation between seller and
buyer. In case of services, it refers to
flow of service from one territory to
another.

6

It is a situation where a service
consumer comes to another
country to obtain a service.

7

It refers to the supply of a service
through the commercial presence
of the foreign supplier in another
country. For example, establishment of branches in foreign
locations.

8

It refers to flow of foreign nationals
to another country for providing
services. The countries have the
right to regulate the entry as well
as stay of these nationals.

9

From 25 to 40 per cent.

10

As per DIPP.

11

It can be used to offset Duties in
the next transaction. Duty Credit
Scrips are given by DGFT.
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ENDNOTES
1

According to data released by the
Department of Industrial Policy
and Promotion (DIPP).

2

Under the 12th Five-Year Plan.

3

It refers to non-discrimination
between foreign and domestic
services and service suppliers once
they have entered the market.

4

This means that there can be no
discrimination among services and
service suppliers and only
scheduled quantitative and legal
restrictions can be enforced by
members like number of service
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India's Trade in Services: Trends and Barriers
Ramneet Goswami*

Trade in services of India has
increased manifolds over the years.
Services trade is an important
component of Indian GDP. Today,
India’s exports of services are
growing more rapidly than global
service exports. The demand for
India’s service exports in global
market has also led to an increase
in India’s trade surplus in services
unlike merchandise trade. Since
1990s, India has taken various
measures to liberalise the services
trade. However, there are many
trade barriers which have been
impeding India’s trade in services.
The paper found that transportation
and computer and information
services are two prominent sectors
in India’s services trade. India’s
services trade largely comprise of a
few services. The paper suggests
that India should diversify its focus
towards exports of other services
(such as travel, communication and
insurance) in which the country has
had comparative advantage in the
past. There is an urgent need to
identify the most important barriers
in different service sectors and
then undertake sector-specific
reforms. Domestic reforms and
further liberalization of some
service sectors would help India to
enhance its trade in services.

* Consultant at Indian Council for
Research
on
International
Economic Relations (ICRIER), New
Delhi.

T

RADE in services has become
a
growing
area
of
international trade. Advances in
information
and
telecommunication technologies,
greater mobility of people and
cheaper transmission and
communications costs along with
the liberalization of domestic
policy regimes have led to
increase in global trade in
services. Trade in services is
growing faster than trade in
goods from the past two decades.
Between 2003 and 2013, global
services trade increased almost
three times – from US$1.9 trillion
to 4.7 trillion.1 In recognition of
their rising role in international
trade and the need for further
liberalization, services were
included in the multilateral trade
architecture of the World Trade
Organization (WTO) in the form
of the General Agreement on
Trade in Services (GATS).
In this changing period,
services have emerged as crucial
economic activities for developing
countries like India. The services
sector of India not only provides
the bulk of employment and
income, but also serves as a vital
input for producing other goods
and services. The services sector
is regarded as the ‘mainstay of the
economy’. The importance of
services is, therefore, increasingly
reflected in the global trade
policy agenda – ranging from
liberalization and promotional
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efforts to regulation at the
national and international levels
(Chanda, 2006). During the last
two decades, India has turned
from a rather closed economy into
a nation strongly integrated into
the world economy. In services,
India ranks in the top 10 global
players in the world.

Trends of India’s Trade in
Services
Trade in services in India has
been growing rapidly since the
beginning of the last decade,
following significant domestic
liberalization and reforms, and
access to a growing overseas
market for services. According to
United Nations Conference on
Trade
and
Development
(UNCTAD), India’s services
trade which was valued at
US$10.7 billion in 1990, US$48.8
billion in 2003 reached at the peak
of US$271.8 billion in 2013 (see
Table 1). Between 2003 and 2013,
India’s services trade grew at a
compound annual growth rate
(CAGR) of 20.4 per cent. Due to
rapid growth in services trade,
India has succeeded in raising its
penetration in global markets
more rapidly for services than for
goods. In 2013, India’s share in
global services trade was 3 per
cent compared to 1.3 per cent in
2003 (see Table 1).
India’s exports of services
increased significantly in the past
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TABLE 1
TRENDS IN INDIA’S TRADE IN SERVICES
Year

Exports
(US$ bn)

% share in
World Exports

Imports
(US$ bn)

% share in
World imports

Total Trade
(US$ bn)

% share in World
Services Trade

Trade Balance
(US$ bn)

1990

4.6

0.56

6.1

0.70

10.7

0.63

-1.5

2000

16.7

1.10

19.2

1.26

35.9

1.18

-2.5

2001

17.3

1.14

20.1

1.31

37.4

1.22

-2.8

2002

19.5

1.19

21.0

1.30

40.5

1.24

-1.6

2003

23.9

1.26

24.9

1.33

48.8

1.30

-1.0

2004

38.3

1.66

35.6

1.60

73.9

1.63

2.6

2005

52.5

2.04

47.3

1.91

99.8

1.98

5.2

2006

69.7

2.40

58.7

2.12

128.4

2.27

11.0

2007

86.9

2.49

70.8

2.16

157.7

2.33

16.1

2008

107.1

2.74

88.3

2.35

195.4

2.55

18.8

2009

92.5

2.60

80.2

2.35

172.7

2.48

12.4

2010

116.9

2.99

114.5

3.06

231.4

3.02

2.5

2011

138.8

3.19

124.7

3.00

263.5

3.10

14.0

2012

146.1

3.30

128.8

3.05

274.9

3.18

17.3

2013

150.3

3.20

121.5

2.81

271.8

3.07

28.8

Source: Compiled from UNCTAD Statistics on International Trade in Services, available at http://unctadstat.unctad.org/ReportFolders/
reportFolders.aspx
TABLE 2
COMPOSITION OF INDIA’S SERVICES EXPORTS
2003
Services

Transportation

2008

Exports
% share in
(US$ bn) World Exports

Emports
(US$ bn)

2013

% share in
World Imports

CAGR
(2003-2023)

Exports
(US$ bn)

% share in
World Imports

1.30

17.2

1.91

19.1

3.0

0.75

11.6

Travel

4.5

0.83

11.8

1.23

18.4

1.57

15.1

Communication

1.0

2.34

2.5

2.56

2.1

1.84

7.7

Construction

0.3

0.78

0.8

0.73

1.2

1.15

14.9

Insurance

0.4

0.74

1.6

1.92

2.2

1.95

18.6

Financial

0.4

0.34

4.3

1.44

5.4

1.62

29.7

Computer & Information

8.6

11.33

35.9

18.05

51.2

17.90

19.5

Royalties & License Fees

0.6

0.51

0.1

0.04

0.3

0.10

-6.7

Other Business Services

4.8

1.09

37.5

3.96

50.6

4.07

26.6

Personal Cultural & Recreational 0.0

0.00

0.7

2.38

1.2

2.88

0.0

Government Services

0.3

0.67

0.3

0.44

0.5

0.65

5.2

23.9

1.26

107.1

2.74

150.3

3.20

20.2

Total Services Exports

Note: CAGR – Compound Annual Growth Rate.
Source: Calculated from UNCTAD Statistics on International Trade in Services, available at http://unctadstat.unctad.org/ReportFolders/
reportFolders.aspx

12

FOCUS WTO, July-September 2014 (Vol. 16 No. 3)

Inside Out

one decade. From US$23.9 billion
in 2003, the volume of India’s
exports increased to US$150.3
billion in 2013 (see Table 1).
India’s
services
exports
constituted about 32.4 per cent of
India’s total exports (including
goods and services) in 2013.
India’s services exports not only
grew more rapidly than the
country’s merchandise exports,
but it also grew faster than global
services exports. Between 2003
and 2013, India’s services exports
grew at a CAGR of 20.2 per cent,
compared to 18.2 per cent growth
in its merchandise exports and 9.5
per cent growth in global services
exports. 2 Faster export growth
over imports in services also led
to growing surplus in the trade
balance. Since 2004, India has had
a positive trade balance in
services. India’s share in the
global exports also increased over
time. In 1990s, India had a
minimal share of 0.56 per cent, in
2000 the share increased to 1.1 per
cent and in 2013, further
increased to 3.2 per cent (see
Table 1).
Like services exports, India’s
imports of services also increased
significantly overtime (see Table
1). Between 2003 and 2013, India’s
service imports grew at annual
growth rate of 17.2 per cent (see
Table 3). India’s share in global
services imports increased from
1.26 per cent in 2000 to 2.81 per
cent in 2013 (see Table 1). Thus,
the expansion of services trade of
India in the last decade was
phenomenal; both exports and
imports in services increased
much more quickly than that of
global exports and imports.
Table 2 presents the sectoral
breakdown of India’s services

exports. In the nineties, India’s
exports mainly consisted of three
types of services including
transportation, travel and other
business services. However, since
2001, there have been some
drastic
changes
in
the
composition of service exports of
India. Due to initiatives taken by
the government, improvement in
infrastructure, large number of
skilled, educated and Englishspeaking workforce and cost
effectiveness, there wasz a
significant increase in India’s
exports of computer and
information services (Singla and
Singh, 2012). Computer and
information services sector
became the major contributor in
India’s exports, whose share in
India’s service exports almost
doubled between 2000 and 2003
and around five times between
2003 and 2013 (6.1% in 2003 and
34.1% in 2013). In terms of value,
India’s exports of computer and
information services increased
from US$8.6 billion in 2003 to
US$51.2 billion in 2013 and grew
at CAGR of 19.5 per cent. The
exports of other business services
also increased over time. Between
2003 and 2013, the exports of
other business services grew at
CAGR of 26.6 per cent. Exports
of traditional services including
transportation and travel services
have also increased in the last
decades (see Table 2). Table 2 also
indicates that India’s exports are
concentrated in a few services
sectors. This reflects the fact that
a large share of India’s services
is still in the informal sector,
which is often not open to
competition (both in terms of
market entry and labour
regulation) (Bussiere and Mehl,
2008).
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Table 3 presents the
composition of India’s services
imports. Transportation services
account for a major share in
India’s imports. In 2013, transportation services accounted for 48.2
per cent in India’s services imports.
Between 2003 and 2013, India’s
imports of transportation services
grew at CAGR of 20.2 per cent.
The other services sector which
emerged as key services imports
in India includes financial and
insurance services (see Table 3).

Revealed Comparative
Advantage (RCA) of India
in Trade in Services
India’s global export and
import competitiveness in
different services sectors can be
analyzed by the Revealed
Comparative Advantage (RCA)3
using the Balassa index. Table 4
presents
India’s
revealed
comparative advantage in exports
of different services in different
years. The table shows that India
enjoys a comparative advantage
in exports of computer and
information services and in other
business services. Among the
WTO member countries, India
was ranked as the world’s second
largest exporter of computer and
information services and 6th
largest exporter of other business
services in 2011 (WTO, 2013).
Table 5 presents RCAs of
India in services imports in
different years. The table shows
that India has a comparative
advantage in the imports of
transportation, insurance and
financial services. The advantage
in imports of transportation arises
due to lack of a well-developed
transport system or infrastructure
and lack of foreign investments

13

Comprehensive Outlook

(Burange, et. al., 2009). Financial
and banking sectors were
moderately liberalized in the
1990s. The foreign banks and
financial services providers have
displayed greater efficiency when
compared to the Indian service
providers; and India enjoys a
comparative advantage in the

imports of these services. In these
services, India ranks among the
top ten largest importers in the
world. In 2011, India was ranked
3rd largest importer of financial
services, 4th in transportation,
and 5th in insurance services,
among the WTO member
countries (WTO, 2013).

Some Key Trade Barriers
The growth of India’s trade
in services can be attributed to
the liberalization of services
sector. Since 1990s, India took
various measures to liberalize
services trade ranging from
removal of FDI restrictions in

TABLE 3
COMPOSITION OF INDIA’S SERVICES IMPORTS
2003
Services

2008

Ixports
% share in
(US$ bn) World Ixports

Imports
(US$ bn)

2013

% share in
World Imports

Imports
(US$ bn)

% share in
World Imports

CAGR
(2003-2023)

Transportation

9.3

1.95

42.7

4.12

58.6

5.31

20.2

Travel

3.6

0.71

9.6

1.11

11.8

1.14

12.6

Communication

0.6

1.46

1.0

1.22

1.1

1.19

6.2

Construction

1.2

3.92

0.7

0.81

1.3

1.73

0.8

Insurance

1.2

1.43

4.3

2.58

6.4

3.89

18.2

Financial

0.5

1.08

3.5

2.74

5.1

3.65

26.1

Computer & Information

0.7

1.97

3.8

3.82

2.6

1.88

14.0

Royalties & License Fees

0.5

0.44

1.5

0.68

3.9

1.31

22.8

Other Business Services

7.1

1.69

20.3

2.46

29.0

3.08

15.1

Personal Cultural & Recreational 0.0

0.00

0.4

1.05

0.7

1.78

0.0

Government Services

0.2

0.29

0.5

0.46

1.0

1.02

17.5

24.9

1.33

88.3

2.35

121.6

2.81

17.2

Total Services Imports

Note: CAGR – Compound Annual Growth Rate.
Source: Calculated from UNCTAD Statistics on International Trade in Services, available at http://unctadstat.unctad.org/ReportFolders/
reportFolders.aspx
TABLE 4
RCAs OF INDIA’S SERVICES EXPORTS
Services

1980

1990

2000

2003

2005

2008

2011

2012

2013

Transportation

0.44

0.77

0.52

0.60

0.49

0.47

0.63

0.60

0.59

Travel

2.00

1.06

0.66

0.65

0.52

0.45

0.52

0.49

0.48

Communication

0.00

0.00

1.66

1.80

1.29

0.93

0.50

0.49

0.55

Construction

0.00

0.00

1.51

0.57

0.30

0.28

0.25

0.25

0.35

Insurance

0.76

1.36

0.86

0.60

0.94

0.68

0.84

0.69

0.60

Financial

0.00

0.00

0.26

0.25

0.31

0.52

0.63

0.52

0.50

Computer & Information

0.00

0.00

7.97

8.94

7.36

6.59

5.52

5.63

5.50

Royalties & License Fees

0.00

0.01

0.08

0.02

0.06

0.02

0.03

0.03

0.03

Other Business Services

1.22

2.00

1.16

0.40

1.49

1.45

1.11

1.21

1.25

Personal Cultural & Recreational

0.00

0.00

0.00

0.00

0.23

0.88

0.30

0.63

0.87

Government Services

0.52

0.06

1.96

0.47

0.28

0.21

0.25

0.20

0.20

Source: Calculated from UNCTAD Statistics on International Trade in Services, available at http://unctadstat.unctad.org/ReportFolders/
reportFolders.aspx
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majority of service sectors to
promotional efforts to regulations at national and international
levels. Despite domestic reforms
and liberalization, there are
market access trade barriers in the
domestic market which impede
India’s trade in services.

investment (FDI) regimes in the
world. However, it is still
restrictive and several conditions
are imposed on foreign service
providers.
According
to
Organization for Economic
Cooperation and Development
(OECD)’s FDI Regulatory
Restrictive Index, 2013, India has
the sixth most restrictive FDI

India has one of the
liberalized
foreign
direct

regime after China, Myanmar,
Saudi Arabia, Indonesia and
Jordon, among 58 countries.4
In India, FDI restrictions vary
across different services (Table
6). In several services where full
foreign presence is allowed, it is
subject to minimum capital
requirements
and
other
restrictions. For example, in

TABLE 5
RCAS OF INDIA’S SERVICES IMPORTS
Services

1980

1990

2000

2003

2005

2008

2011

2012

2013

Transportation

1.64

1.90

1.67

1.47

1.59

1.72

1.73

1.75

1.80

Travel

0.16

0.22

0.50

0.53

0.50

0.46

0.48

0.41

0.38

Communication

0.00

0.00

0.26

1.12

0.42

0.53

0.53

0.37

0.41

Construction

0.00

0.00

0.47

2.96

0.72

0.34

0.46

0.42

0.60

Insurance

1.99

2.23

1.40

1.04

1.19

1.09

1.15

1.18

1.31

Financial

0.00

0.00

2.10

0.79

0.60

1.16

1.98

1.20

1.24

Computer & Information

0.00

0.00

1.82

1.45

1.32

1.59

0.50

0.64

0.64

Royalties & License Fees

0.20

0.42

0.27

0.36

0.24

0.29

0.31

0.42

0.45
1.04

Other Business Services

1.40

1.44

1.03

1.27

1.33

1.03

0.86

1.00

Personal Cultural & Recreational

0.00

0.00

0.00

0.00

0.19

0.36

0.27

0.41

0.58

Government Services

0.22

0.41

0.42

0.22

0.30

0.19

0.25

0.22

0.36

Source: Calculated from UNCTAD Statistics on International Trade in Services, available at http://unctadstat.unctad.org/ReportFolders/
reportFolders.aspx
TABLE 6
FDI LIMITS IN DIFFERENT SERVICES IN INDIA
FDI Limit (%)
74

Sectors

Route

• Broadcasting carriage services including teleports, direct-to-home,
multiple system cable networks, mobile TV and headend-in-the-sky
(HITS)

Up to 49 per cent through automatic route;
beyond 49 per cent through government
route

• Air transport services (non-scheduled air transport service)
• Ground handling services
• Banking private sector
• Satellites – establishment and operation

Government route

51

• Multi-brand retail trade

Government route

49

• Cable networks (local cable operators)

26

• Air transport services- domestic scheduled passenger airline

Automatic route

• Insurance

Automatic route

• Broadcasting services (terrestrial broadcasting FM radio and
uplinking of news and current affairs TV channels)
• Banking services – public sector

Government route

Source: Compiled from DIPP (2014).
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construction
and
related
engineering services, there is a
minimum capital requirement of
US$10 million for wholly-owned
subsidiaries and US$5 million for
joint ventures with Indian
partners; and a minimum lock-in
period of three years (from the
completion
of
minimum
capitalization before original
investment) for repatriation of the
amount.
India has the quasi-federal
governance structure under
which a sector can be regulated
by multiple regulatory agencies.
For example, higher education
sector is being regulated by
around 13 regulatory bodies
(including the All India Council
for Technical Education, the
University Grants Commission
and other universities) and the
financial services sector is
governed by around 60 Acts and
related rules and regulations.
This multiplicity of laws
and
regulators
creates
regulatory overlaps, gaps and
ambiguities.
Several regulations in India
are outdated and services such as
e-commerce, postal and courier
services do not have modern
government regulation. A
number of Bills including the
Public Procurement Bill, 2012;
Piracy Bill, 2012; Indian Medical
Council (Amendment) Bill, 2013;
Cinematograph Bill, 2013 are
pending in Parliament from past
many years.
Restrictions on visas and
work permits and requirements
on minimum experience,
licensing and nationality/
citizenship, among others,
restrict the movement of
persons in India. In India, for an
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employment visa the foreign
national should draw a salary in
excess of US$25,000 per annum
(except for categories such as
ethnic cooks, non-English
language teachers, translators
and staff working for embassies
and high commissions in India).
This
minimum
salary
requirement impedes the entry
of foreign semi-skilled workers
into India. The other important
barrier is the cumbersome and
time-consuming visa process; it
usually takes 55–60 days to get an
Indian visa. Sometimes foreign
service providers have to inform
about their trip four weeks in
advance to the Indian embassy.
Non-recognition of foreign
qualifications is one of the most
important barriers related to
entry of foreign professionals in
India. For instance, medical
degrees from foreign universities
(including United States, United
Kingdom, etc.) are not accepted
by the Medical Council of India,
and
therefore,
health
professionals from foreign
countries are not permitted to
practice in India, except for
research and development and
charity purpose. Similarly, the
Institute
of
Chartered
Accountants of India does not
recognize qualifications of
foreign accountants.

Conclusion
Trade in services of India has
increased significantly over time.
India has emerged as a leading
exporter in the world. The
exports of services of India are
growing very rapidly compared
to global exports. India has a
comparative advantage in the
exports of computer and

information services and other
business services. In the past,
India has displayed the
comparative advantage in exports
of travel, communication and
insurance services as well.
Therefore, India needs to
diversify its attention towards
these services. In the imports,
transportation services have seen
below average growth, although
India has a comparative
advantage in imports for the
same. The index of RCA in the
case of construction and
insurance services has seen some
decline between 2003 and 2013.
These are, hence, the service
categories which need to be
evaluated carefully for further
liberalization.
The development in the
Indian service sector is not a
result of a well planned policy.
The change in the global scene
and other economic and political
factors are responsible for
propelling the growth in India’s
services sector. This growth has
helped India gain economic
stability, confidence and respect
at the international level. Now,
it is crucial to develop a long
perspective. There is an urgent
need to focus on the services
sector, identify the most
important barriers faced by
different service sectors and then
undertake
sector-specific
reforms. While the services sector
is heterogeneous, different
services are getting integrated
due
to
technological
developments. The government
should consider this in
policymaking.
India
must
develop
marketability for high-end
services such as information
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technology and financial services.
India needs to work for the
recognition of its professional
qualifications such as law,
medical, etc. at the international
level. India needs to be more
transparent in its system with
lesser and reduced bureaucracy.
Reforms in the Intellectual
Property Act, data security and
privacy protection will prove
advantageous.

Transportation as well as
computer and information
services are two prominent
sectors in India’s services trade.
India’s services trade has been
attached to a big surplus in
computer and information
services (US$48.6 bn in 2013) and
a high deficit in transportation
services (US$41.4 bn in 2013).
India needs investments in key
sectors including transportation,

energy and telecommunications.
Recreating favourable domestic
policies that are responsible for
services trade facilitation; and
reforming domestic regulations in
trade and infrastructure sectors
need the utmost attention.
Domestic reforms would not only
help in enhancing productivity
and efficiency of the services
sector but also enhance services
trade of India.

ENDNOTES
1

Calculated from UNCTAD
Statistics on International Trade in
Services, available at http://
unctadstat.unctad.org/Report
Folders/reportFolders.aspx (last
accessed on July 27, 2014).

2

Calculated from UNCTAD
Statistics on International Trade in
Services, available at http://
unctadstat.unctad.org/Report
Folders/reportFolders.aspx (last
accessed on July 27, 2014).

3

The formula for calculating RCA
in exports is RCAij = (xij/Xit) / (xwj/

X wt ), where x ij and x wj are the
values of a country’s exports of
services sector j and world’s
exports of services sector j, and Xit
and Xwt refer to the country’s total
exports and world total exports.
Similarly, RCA in imports are
calculated by the formula of RCAij
= (m ij/M it) / (m wj/M wt), where mij
and m wj are the values of a
country’s imports of services
sector j and world’s imports of
services sector j, and Mit and Mwt
refer to the country’s total imports
and world total imports. If the

RCA is greater than 1 for any
sector, the country is said to have
a comparative advantage vis-à-vis
the rest of the world in that sector.
The advantage of using the RCA
index is that it considers the
intrinsic advantage of a particular
export sector and is consistent
with changes in an economy’s
relative factor endowment and
productivity.
4

For details, see http://www.oecd.
org/investment/fdiindex.htm
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EVOLUTION OF GENERAL AGREEMENT ON TRADE IN SERVICES
January
2000

Negotiations begin

March
2001

Guidelines and the Procedures for the Negotiations on Trade in Services are adopted

November
2001

Doha Development Agenda is adopted

March
2003

Deadline for receiving “initial offers”

July
2004

”July Package” resuscitates negotiations and establishes deadline of May 2005 for
submission of revised offers

December
2005

Hong Kong Ministerial Conference reaffirms key principles of services negotiations

July
2006

Doha negotiations suspended

January
2007

Resumption of Doha negotiations

May
2008

Report on services issued

July
2008

Services Signalling Conference held as part of “July 2008” package. Ministers exchange
signals on what improvements could be expected in services

2009

Slowdown in negotiations overall due to failure to conclude agriculture and NAMA modalities as
part of the “July 2008” package

March
2010

Stocktaking exercise conducted by the TNC to revive the negotiations. Report by the Chairman
of the Council for Trade in Services in Special Session for the purpose of the stocktaking

December
2010

General Council calls for intensification of DDA negotiations across all areas

April
2011

Report by the Chairman of the Council on Trade in Services to the Trade Negotiations
Committee, representing the state of play in the services negotiations on market access,
domestic regulation disciplines, GATS rules and the LDC waiver

December
2011

Eighth Ministerial Conference adopts a waiver to permit WTO members to grant preferential
treatment to services and service suppliers from LDCs

December
2013

Bali Ministerial Conference held

April
2014

First formal meeting to discuss importance of services in the post Bali work programme
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Continuance of Double-Digit
Export Growth is a Very Positive
Sign: FIEO
FOREIGN trade data for the month of June has

been very positive. With both the advanced and
emerging economies showing better economic
indicators, the global situation is conducive to
exports.

M. Rafeeque Ahmed, President of the
Federation of Indian Export Organizations, has
said that the continuance of the double-digit
growth in exports is a very positive sign.
IIP numbers
With encouraging IIP numbers for the month
of May, a further improved performance in the
months ahead is expected, he said, adding that the
steps announced by the Finance Minister in the
Budget, including extension of 24x7 facility for all
export promotion schemes, single point interaction
with customs as the hub for all exim transactions
online, institutionalization of export promotion
mission and involvement of the states in export
would further facilitate exports, besides reducing
the transaction cost and time.
He added that the flow of credit to the export
sector is still not adequate and that it needed to be
augmented for promoting exports, so that new and
small entrepreneurs are not deprived of the
opportunities coming through globalization.
Shri Ahmed termed as positive the import
growth in no-oil imports by 7 per cent, especially
given the recent growth in manufacturing.
Foreign Trade Policy
He added that the new Foreign Trade Policy
2014-19 should attempt to integrate India in the
global value chain and put focus on high tech
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exports, electronic hardware, branded exports,
project exports, services exports, besides
traditional sectors which have high employment
ratio.
He reiterated that exporters needed to aim for
a target of $750 billion by 2018-19, which though
challenging could be achievable with the integrated
efforts of all stakeholders.
(Business World, 16 July 2014)

Japan and Australia - Capitalizing
on the JAEPA
ANNOUNCED as “the most liberalizing bilateral

trade agreement that Japan has ever concluded,”
on 8 July 2014, Tony Abbott and Shinzo Abe signed
the Japan-Australia Economic Partnership
Agreement (JAEPA).
The signing of this agreement is historic. The
JAEPA presents great opportunity. Japan is
Australia’s second largest trading partner and the
world’s third biggest economy.
The signing of the EPA comes on top of the
radical efforts by Prime Minister Abe to move
Japan out of its deflationary and slow growth
period, providing the setting for Australian
companies to look at Japan with a fresh set of eyes
in terms of trade and also as a source of foreign
direct investment.
Japan’s economic size, technological and
financial strengths are sometimes underestimated
by Australian companies. During the past 10 or 15
years, Japan’s economic influence has extended
beyond its border to other parts of the global
economy, including South East Asia. Japanese
banks, for example, dominate the project finance
space regionally and have an increasing role in the
Australian corporate sector. Importantly, the
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broader political and strategic relationship
between Japan and Australia - which was already
strong - has reached a new level of maturity and
respect and an ideal basis for trade and
investment.
Australian companies will have unprecedented
opportunity to take advantage of a level of access
that Japan has not yet offered to any other trading
partner.
What are the Major Outcomes of the JAEPA?
In addition to the traditional areas of
agriculture and resources the JAEPA improves the
basis for trade and investment in increasingly
important areas such as financial services and
education. Below are the major highlights of the
JAEPA:
Investment
• Raising the screening threshold, at which private
Japanese investment in non-sensitive sectors is
considered by the Foreign Investment Review
Board, from $248 million to $1,078 million.
Australia has reserved policy space to screen
proposals for investment in agricultural land of
over $15 million and agribusinesses of over $53
million.
• Australia and Japan agreed not to include
Investor-state Dispute Settlement (ISDS)
mechanisms, and these are also expressly
excluded from being imported by the mostfavoured-nations treatment clause.
Services
• Australian financial services providers to be
able to supply specific financial services on a
cross-border basis, without needing to open
a full commercial presence. This includes trade
in wholesale securities and advice and
portfolio management services for investment
funds.

treatment, regulatory transparency, competitive
safeguards and fair and reasonable access to
telecommunications networks and services.
• Australian professionals (including architects,
engineers and accountants) to benefit from
guaranteed existing market access and visa
access arrangements, including for their
spouse and dependants to enter and stay in
Japan.
• Australian innovators and creative industries to
enjoy high levels of intellectual property
protection in Japan broadly equivalent to
protections provided in Australia.
Electronic Commerce
• Commitments to ensure that neither Australia
nor Japan impose customs duties on electronic
transmissions between the two countries as well
as online personal data protection.
Before the JAEPA comes into force, both Japan
and Australia must complete their domestic treaty
processes. For Australia, this includes approval of
the agreement by parliament and amendments to
relevant legislation. Both Australia and Japan aim
to complete their processes by the end of 2014.
Once this occurs, Diplomatic Notes will be
exchanged and the JAEPA will enter into force 30
days thereafter.
For Australian companies, the JAEPA opens the
door to Japan much wider than ever before. For
many industries, particularly those described
above, restrictions on business with and in Japan
will be reduced and expect to see leading and
innovative Australian companies capitalize with
great reward.
Australian consumers and businesses will also
benefit from lower prices and a greater choice of
Japanese products.

• Guaranteed market access for Australian
education providers to Japan’s higher education
services market, including vocational and
technical education.

Looking even further ahead, the JAEPA
provides a good base for further opportunities to
be realized in the negotiation of the Trans-Pacific
Partnership and with any structural reforms that
Mr Abe can introduce to the benefit of the Japanese
economy.

• Commitments for Australian telecommunications providers on non-discriminatory

For now, the importance of the JAEPA and the
opportunities it presents for Australia and Japan
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to do business with each other should not be
underestimated.
(Duncan Marckwald and Peter Grey,
Corrs Chambers Westgarth, 15 July 2014)

ASEAN Tries to Liberalize
24 Services
AN additional 24 categories of services

will be
open this year to greater ASEAN investment under
the Asean Framework Agreement on Services
(AFAS), which aims to reduce investment barriers
in the services sector.
The National Council for Peace and Order
(NCPO) gave the green signal for Thailand to sign
an agreement on the services sector at next month’s
ASEAN Economic Ministers (AEM) meeting in
Myanmar.
The services include ship repair, international
law consulting, accounting, ship and cruise rental,
online information providers and cross-ocean
transportation.
Services liberalization in Asean has been
implemented gradually under the AFAS since 1995.
The liberalization is based on 12 broad sectors
covering 128 services subsectors identified in the
World Trade Organization’s Services Sectoral
Classification List (W/120) as a guide.
The 12 broad service sectors include business,
communications, construction and related
engineering, distribution, education, environment,
financial, health and social, tourism and travel,
recreational, cultural and sports, and transport.
ASEAN members have already signed the
agreement on 80 services subsectors, which allows
Asean investments to comprise up to 70 per cent
of joint ventures. ASEAN’s goal is to extend the
pact to cover 104 services subsectors at the end of
this year and 128 next year.
The AFAS objective is to enhance cooperation
in services among ASEAN members to improve
efficiency and competitiveness, diversify
production capacity, and upgrade supply and
distribution of services within and outside the
region. ASEAN wants to liberalize trade in services
with the aim of realizing a free trade area in
services.
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Somkiat Triratan, deputy director-general of
the Trade Negotiations Department, said next
month’s AEM will include discussions how to
improve cooperation in ASEAN after 2015 when
the ASEAN Economic Community is scheduled to
take effect.
Another focus will be the Regional
Comprehensive Economic Partnership (RCEP),
now being negotiated by ASEAN and six partners:
China, India, Japan, South Korea, Australia and
New Zealand.
(http://www.bangkokpost.com/print/420588/ 15 July 2014)

Liberalization: EU Launches
Negotiations on Environmental
Trade Agreement
AT the first stage, the members of this initiative

will aim to eliminate tariffs or customs duties on a
broad list of green goods that help clean the air
and water, help manage waste, are energy efficient,
control air pollution, and help generate renewable
energy like solar, wind, or hydroelectric. At the
second stage, the negotiations could also address
non-tariff barriers and environmental services. The
EU is particularly interested to reduce barriers to
trade in services ancillary to goods exported. For
example, to produce wind energy, it is not enough
just to buy the wind turbine: companies also need
to have access to the maintenance and engineering
services necessary to keep it running smoothly in
the world of global value chains.
EU Trade Commissioner Karel De Gucht
welcomed the opening of the negotiations and is
of the view that this initiative is a win-win for the
economy and the environment. It is an excellent
example of how trade policy can have a positive
impact on green growth, green jobs, sustainable
development, and climate change. He also
emphasizes that it will benefit the planet. Green
trade means green growth for our companies – the
world leaders in environmental technologies – and
green jobs for EU citizens.
The green goods negotiations have started as
planned after few months of preparations since the
launch of the Green Goods Initiative in January
this year. The group of WTO Members will engage
now in intensive negotiations meeting regularly
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in Geneva and discussing the substance of the
agreement, i.e. product coverage and the approach
on non-tariff barriers to trade and services. The
joint statement issued on this occasions highlights
the need for “the timely conclusion of the
agreement” given the urgency of environmental
challenges, including climate change. This initiative
is expected to provide impetus to the DDA
negotiations.
(Politik, EU Commission, 10 July 2014)

Ma Touts Cross-Strait Trade in
Services Agreement
R OC President Ma Ying-jeou reiterated

the
importance of the Cross-Strait Trade in Services
Agreement during a recent interview with US
magazine Forbes, predicting it will open up new
business opportunities for Taiwan firms.
Taiwan’s services exports to mainland China
will see an increase of 37 per cent following the
signing of the trade in services agreement.
At a time when the local market is saturated,
expansion to mainland China will help the services
industry of Taiwan to grow and expand to
Southeast Asia, Europe and North America.
According to Ma, Taiwan’s rapidly developing
services industry accounts for 70 per cent of the
country’s gross domestic product, but related
exports are limited, lagging behind Hong Kong,
Japan, Singapore and South Korea.
Over the past decade, Taiwan’s services
industry has started making significant inroads in
the mainland Chinese market. With Beijing keen
on increasing the share of its services industry in
GDP over the next five years, Ma said the pact
will present great opportunities for local industries
such as banking, e-commerce, food and gaming
software.
In addition, the pact is an essential plank in
the 2010 Cross-Straits Economic Cooperation
Framework Agreement. It also underscores
Taiwan’s commitment to trade liberalization and
regional economic integration, as illustrated by
bids for accession to the Trans-Pacific Partnership
and Regional Comprehensive Economic
Partnership.
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Before and after signing the pact, the
government arranged 110 rounds of consultations
with industry representatives, three official reports
to the Legislative Yuan, 20 public hearings and 144
seminars for the sector.
By the time the legislative review started in
March, the pact had gone through the most open
and transparent process in ROC constitutional
history.
Ma attributed opposition to the pact as
stemming from unreasonable fears of mainland
China.
Taiwan-US have re-established mutual trust at
high levels of government.
Given the solid communications channels and
enhanced bilateral security and economic
collaboration,
The US pivot to Asia is also welcomed as it
will allow most countries to find a balance point
as they maintain relations with Washington for
security concerns and engage Beijing for economic
reasons.
As long as this works well, it is a net positive
for the region.
(Taiwan Today, 27 June 2014)

India-Bangladesh Trade Can
Double to US$10 bn by 2018: CII
THE Confederation of Indian Industry (CII) has

said that India-Bangladesh trade could double to
US$10 billion by 2018, provided trading irritants
like non-tariff barriers and infrastructure related
issues are resolved.
CII feels that economic cooperation will get a
boost and further intensify trade and investment
between the two countries.
Two-way trade between India and Bangladesh
stood at US$6.6 billion in 2013-14 with India’s
exports at US$6.1 billion and imports from
Bangladesh at US$462 million.
This represents more than double the value of
US$2.7 billion five years ago. However, the trade
balance in favour of India and decline in
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Bangladesh exports to India are of concern. Skewed
trade could be redressed with greater investment
participation of Indian companies in Bangladesh,
said CII.

Over the last several years, CII has organized
high level business delegations, road shows, and
meetings with leaders in Bangladesh, including
Sheikh Hasina, Prime Minister of Bangladesh.

Indian investments in the eastern neighbour
stood at a cumulative US$2.5 billion in 2013 and
have been surging in the last three years.
“Bangladesh and India offer natural markets for
each other’s exports and have advantages of
reduced transaction costs and quicker delivery
due to geographical proximity and common
language.”

CII also organized the Bangladesh-China-IndiaMyanmar (BCIM) Car Rally that highlighted the
overland route and connectivity with India’s North
East.

CII has suggested addressing non-tariff
barriers (NTBs) such as harmonization and
classification issues and non-recognition of
Technical Standards to grow trade.

India’s
apprehension over negotiations on Trade in
International Services Agreement.

Infrastructure bottlenecks related to power,
ports, energy, and telecommunication also should
be alleviated. Improving the investment climate
by developing single-window clearance for new
business proposals; repatriation of profits,
setting an Industrial Park for India in Bangladesh
outside EPZ with all the needed infrastructure
facilities; upgrading the tax holiday system and
improved transport connectivity will further
strengthen the economic partnership between the
two countries.
Bangladesh has done extremely well in pushing
social indices upward. CII feels that there is a lot
to learn from Bangladesh in the areas of alleviating
poverty, reducing child mortality, and improving
literacy.
Some potential sectors for investment in
Bangladesh are electrical machinery and
equipment, vegetable/roots and tubers, agro
processing, automobiles, textiles (including home
textile), organic chemicals, and light engineering.
In the services sector, ICT, pharmaceuticals,
hospital and medical equipment, tourism,
professional services, etc. offer good
opportunities.
Major Indian exports to Bangladesh include
cotton, sugar, cereals, vehicles and accessories, etc.
and major Indian imports from Bangladesh include
textile fibres, paper yarn, fish, apparel, mineral
fuels, salt, cement, etc.
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(Asian News International, 24 June 2014)

India Justified In TISA Stand
W IKILEAKS exposure supports

India’s decision to remain out of the Trade in
Services Agreement (TISA), an international
agreement that is being negotiated by over 50
countries that have 68.1 per cent share in global
trade in services, seems to have been justified.
The contents of the confidential draft of the
Financial Services annex of TISA, released by
whistle-blower website WikiLeaks on Thursday
(20 June), shows that the draft rules are aimed
at assisting the expansion of financial MNCs –
mainly headquartered in New York, London,
Paris and Frankfurt – into other nations by
preventing regulatory barriers. The leaked draft
also shows that the US is particularly keen on
boosting cross-border data flow, which would
allow uninhibited exchange of personal and
financial data.
TISA negotiations are currently taking place
outside of the two multilateral agreements – the
General Agreement on Trade in Services (GATS)
and the World Trade Organization (WTO)
framework – that India is a signatory. However,
the agreement is being crafted to be compatible
with GATS so that a critical mass of participants
will be able to pressurize the remaining WTO
members such as India to sign on in the future. In
a press release announcing the release of the TISA
document, WikiLeaks highlighted the absence of
the BRICS countries (Brazil, Russia, India and
China) in the negotiations and said that the
exclusive nature of TISA will weaken BRICS
position in future services negotiations.
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The draft text comes from the April 2014
negotiation round - the sixth round since the first
held in April 2013. The next round of negotiations
will take place on 23-27 June in Geneva,
Switzerland.
In a preliminary analysis of the leaked
financial services chapter of TISA, Jane Kelsey,
Faculty of Law, University of Auckland, New
Zealand, notes that the secrecy of negotiating
documents exceeds even the Trans-Pacific
Partnership Agreement (TPPA) and runs counter
to moves in the WTO towards greater openness.
According to Ms. Kelsey, TISA is being
promoted by the same governments that
installed the failed model of financial
(de)regulation in the WTO and which have been
blamed for helping to fuel the global financial
crisis. “The same states shut down moves by
other WTO Members to critically debate these
rules following the GFC with a view to reform.
They want to expand and deepen the existing
regime through TISA, bypassing the stalled Doha
round at the WTO and creating a new template
for future free trade agreements and ultimately
for the WTO”, she notes adding that “TISA is
designed for and in close consultation with the
global finance industry, whose greed and
recklessness has been blamed for successive
crises and who continue to capture rulemaking
in global institutions”.
The leaked text indicates that governments
signing on to TISA will be expected to lock in and
extend their current levels of financial deregulation
and liberalization, lose the right to require data
to be held onshore; face pressure to authorize
potentially toxic insurance products and risk a legal
challenge if they adopt measures to prevent or
respond to another crisis.
Indian civil society groups have in the past
alleged that the mounting pressure of the
US administration to force India to join
agreements such as TISA go against India’s
developmental priorities and its potential to
generate employment and create sustainable
livelihoods.
(Joe C. Mathew, Business World, 20 June 2014)
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The "Secret" Trade in Services
Agreement (TISA): The Financial
Services Annex Released by
WikiLeaks
D ESPITE the failures in financial regulation
evident during the 2007-2008 Global Financial Crisis
and calls for improvement of relevant regulatory
structures, proponents of TISA aim to further
deregulate global financial services markets. The
draft Financial Services Annex sets rules which
would assist the expansion of financial multinationals – mainly headquartered in New York,
London, Paris and Frankfurt – into other nations
by preventing regulatory barriers. The leaked draft
also shows that the US is particularly keen on
boosting cross-border data flow, which would
allow uninhibited exchange of personal and
financial data.
TISA negotiations are currently taking place
outside of the General Agreement on Trade in
Services (GATS) and the World Trade Organization
(WTO) framework. However, the Agreement is
being crafted to be compatible with GATS so that
a critical mass of participants will be able to
pressure remaining WTO members to sign on in
the future. Conspicuously absent from the 50
countries covered by the negotiations are the
BRICS countries of Brazil, Russia, India and China.
The exclusive nature of TISA will weaken their
position in future services negotiations.
The draft text comes from the April 2014
negotiation round – the sixth round since the first
held in April 2013. The next round of negotiations
will take place on 23-27 June in Geneva,
Switzerland.
Current WTO parties negotiating TISA are:
Australia, Canada, Chile, Chinese Taipei
(Taiwan), Colombia, Costa Rica, Hong Kong,
Iceland, Israel, Japan, Liechtenstein, Mexico, New
Zealand, Norway, Pakistan, Panama, Paraguay,
Peru, South Korea, Switzerland, Turkey, the
United States, and the European Union, which
includes its 28 member states Austria, Belgium,
Bulgaria, Cyprus, Croatia, Czech Republic,
Denmark, Estonia, Finland, France, Germany,
Greece, Hungary, Ireland, Italy, Latvia,
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Lithuania, Luxembourg, Malta, Netherlands,
Poland, Portugal, Romania, Slovakia, Slovenia,
Spain, Sweden, and the United Kingdom.

the country’s exports and use trade expansion as
an effective instrument of economic growth and
employment generation.

China and Uruguay have expressed interest in
joining the negotiations but so far are not included.

Federation of Indian Export Organizations
(FIEO) Director General & CEO Ajay Sahai said
that the Commerce Ministry has been suggested
to focus more on export of services and hi-tech
products in the new policy.

(Global Research, 19 June 2014)

New Foreign Trade Policy to
Focus on Services Exports,
Branding of Products
FACED with subdued export performance,

the
new foreign trade policy (FTP) is expected to
focus on wide range of issues including services
sector shipments, standards and branding of
products.
The five-year foreign trade policy (2009-14)
ended on 31 March. The policy for the period 201419 is expected to be announced by the new
government in June.
India’s exports in the last three years have been
hovering around $300 billion and now there is a
need to boost it further and enhance its contribution
in the world trade, an official said.
An official from DGFT stated that the new
FTP would focus on enhancing services exports,
standards and branding of products to promote
exports of specific products in specific
geographies. The policy may review the current
schemes which are not in compliance with the
WTO norms.
According to international rules, India cannot
provide export subsidies to a sector if outbound
shipments from that particular segment crosses 3.5
per cent share in the global market.

Shri Sahai also added that the FTP should look
beyond the conventional method of exports. It
should focus on areas like high-tech items,
branding of products in the global market and new
strategy for marketing.
Commerce Secretary Rajeev Kher recently said
till now the role of FTP was essentially to identify
some instruments to promote exports but now we
are trying to contextualize the policy instruments
and that is very important.
India’s exports in 2013-14 fell short of the $325
billion target and managed to reach $312.35 billion.
The country’s exports stood at $300.4 billion in
2012-13 and $307 billion in 2011-12.
The services sector contributes about 55 per
cent to the country’s gross domestic product.
During April-October period, services exports
were worth $113.28 billion.
Shri Kher also said that there was a need
to create an environment where India start
talking about services exports as an element of
priority. India’s share in global trade is about 2
per cent.
(Business Today, 15 April 2014)

Industry Groups Seek Favourable
Trade Policy to Boost Exports
ATTRIBUTING the drop of exports in March to

Citing example of textiles, an industry source
said the sector is reported to have crossed the 3.5
per cent share in the global market on certain point
of time and now India would not be able to
provide export subsidies to the sector.

various factors, including appreciation of the rupee,
industry bodies asked the government to come out
with a foreign trade policy that facilitates outbound
shipments.

The exercise to formulate the policy is already
on and the Director General of Foreign Trade is
consulting all stakeholders for this.

Exports contracted 3.15 per cent to $29.57
billion in March and imports fell 2.11 per cent to
$40 billion from a year earlier.

All exports- and imports-related activities are
governed by the FTP. It mainly aims at enhancing

Outward shipments in 2013-14 fell short of the
$325 billion target fixed by the government.
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Exports grew 3.98 per cent to $312.35 billion in
2013-14, while imports dipped 8.11 per cent.
FICCI Director General Arbind Prasad is
worrisome that the exports fell by more than 3 per
cent in each of the last two months and India has
missed the export target of $325 billion,
He is of the opinion that with global growth
expected to improve, led by developed economies,
especially the US, India’s exports should pick up
this year.
The foreign trade policy for 2014-19 should
focus on services exports, e-commerce, hitechnology products, branded exports and effective
co-ordination with states, according to Federation
of Indian Export Organizations (FIEO) President
Rafeeque Ahmed.
Chairman of the CII National Committee on
Import & Export Sanjay Budhia hopes for an
industry-friendly foreign trade policy which will
help stimulate India’s exports.
The slowdown in exports could be attributed
to factors such as exchange rate volatility, gold
import curbs and their effect on jewellery exports
and regulatory problems for India’s drug industry
overseas.
At this juncture, government should facilitate
exports and address various operational issues
faced by exporters, especially SME exporters,
according to Sharad Jaipuria, President of PHD
Chamber of Commerce.
Imports declined to $450.94 billion, narrowing
the trade deficit to $138.59 billion in 2013-14.
Assocham President Rana Kapoor said though
a sharp reduction in the trade deficit provides
stability to the macro picture, it is more a reflection
of the slowdown since import compression
followed the subdued economic environment.
Shri Jaipuria is of the view that significant
decline in trade deficit is inspiring and it would
pave the way for consolidation of rupee in the
appreciating trajectory.
Engineering exporters’ body EEPC India
sought the RBI and government’s intervention and
said the recent appreciation in rupee led to an
erosion in exports.
(The Economic Times, 11 April 2014)
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India, ASEAN Agreement on
Services and Investment Trade
Soon
THE India-ASEAN agreement on trade in services
and investment would be inked at the earliest to
maximize the economic potential of the two
regions, officials from the two sides said.
The agreement on trade in services and
investment has been concluded and legally
scrubbed but is yet to be signed because of policy
differences and other domestic factors in individual
countries.
India and ASEAN forged a deal on goods five
years ago that has led two-way trade to grow
exponentially: it is now almost $80 billion. About
12 per cent of India’s exports and 9 per cent of
India’s imports was on account of trade with
ASEAN during 2011-12. The country aims to
increase its trade volume with Southeast Asia to
$100 billion in 2015 and $200 billion in 2020. An
official of the external affairs ministry confidently
said that the agreement would be signed by the
new government after the general election.
India was supposed to sign the agreement
during the World Trade Organization ministerial
meeting in Bali in December last year, but
differences between the finance and commerce
ministries led to its postponement.
Minister of State for Commerce and Industry
told Parliament last month that the government
has completed the internal procedure of inking the
pact and the ASEAN secretariat has been asked to
“inform dates” for its signing.
The delay in signing was partly due to some
ASEAN members who are opposed to free
movement of professionals. The agreement will
allow, this movement due to the rising
unemployment in their countries. “This agreement
will help India build capacities in ASEAN and also
incentivize investments from the private sectors.”
China already has a trade in services agreement
with the ASEAN. The agreement on trade in
services and investment will allow India to leverage
its competitive offerings in finance, education,
health, IT, telecommunications, transport and
movement of professionals. Indian service
FOCUS WTO, July-September 2014 (Vol. 16 No. 3)
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providers will be able to offer services to ASEAN
customers with greater ease than what is available
currently.
The agreement on trade in services would pave
the way for an India-ASEAN Comprehensive
Economic Partnership Agreement (CEPA) and
India joining the Regional Comprehensive
Economic Partnership (RCEP). ”With a combined
market of over 1.8 billion people and a GDP (gross
domestic product) of $3.8 trillion as well as relative
geographical proximity, there are huge potentials
awaiting to be tapped in ASEAN-India trade,
investment and economic cooperation,” said Le
Luong Minh ASEAN Director General.
Services tend to be more value-added and
generate greater economic returns than production
of goods; they also create more jobs and are found
to be more efficient investment.

Mr. Minh said regular exchanges between the
ASEAN Connectivity Coordinating Committee and
India’s Inter-Ministerial Group on Connectivity
would help advance ASEAN-India connectivity.
Participants at the Dialogue called for greater
ASEAN-India cooperation on various other
fields, such as information and communication,
culture, science & technology, education and
agriculture.
(Indo-Asian News Service, 9 March 2014)

EU Seeks Wider Free Trade
Agreement with Egypt
THE European Union (EU) wants to restart talks

with Egypt over a wider free trade deal that
could help double the value of commercial
exchanges in the next few years.

India has an advantage in services which
contribute over 55 per cent to the GDP. India’s
existing trade balance with ASEAN is
negative. India is the 10th largest services exporter
in the world.

EU wishes to safeguard economic ties with
Egypt, despite Western misgivings about its
political evolution since the army overthrew
elected Islamist President Mohamed Mursi in July
following mass protests against him.

In comparison, services in ASEAN countries
remain underdeveloped, accounting for a smaller
portion of economic output. But urbanization and
the emergence of a middle class are helping the
sector grow. As more people move into cities, they
demand more urban services.

“Our offer for a far-reaching Deep and
Comprehensive Free Trade Agreement (DCFTA)
remains on the table,” EU envoy James Moran told
an investment conference in the Egyptian
capital. ”EU Egypt doubled trade in the six-year
period 2004 to 2010."

According to the Asian Development Bank,
services will account for about 50 per cent of
economic output of ASEAN economies. Expanding
trade in services among members is also one of
the key points of the agenda of the ASEAN
Economic Community in 2015. ASEAN groups
Brunei, Cambodia, Indonesia, Laos, Malaysia,
Myanmar, the Philippines, Singapore, Thailand and
Vietnam.

Egypt’s trade with the EU, traditionally its
biggest trading partner, reached around •23 billion
($31.4 bn.) in 2012, but initial data showed it
dropped a little last year, Mr. Moran told Reuters
on the side-lines of the conference. Egypt has had
an Association Agreement with the EU since 2004,
as well as an agricultural and fisheries products
agreement that took effect in 2010. The Deep &
Comprehensive Free Trade Agreement (DCFTA)
is in the pipeline for promotion of exports.

Mr. Minh said an air services agreement
between the 10-country bloc and India would
strengthen connectivity in the region. Thus, the
ASEAN-India Air Services Agreement should be
concluded as soon as possible.
The Air Service Agreement would boost trade
and tourism. He also stressed deeper private sector
engagement, which is thus to enhance economic
ties.
FOCUS WTO, July-September 2014 (Vol. 16 No. 3)

The DCFTA would extend far beyond the
Association Agreement to cover trade in services,
government procurement, competition, intellectual
property rights and investment protection,
according to the European Commission website.
Negotiations on a DCFTA could lead to a gradual
integration of Egypt’s economy into the EU single
market. Similar talks are under way in Morocco.
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Preliminary discussions about a DCFTA
stalled last year in the political instability that
followed Mursi’s removal and has not been
possible to start it back during the interim
government. The new talks might have to wait until
Egypt holds presidential and parliamentary polls
due in the next six months.
(Reuters, 11 February 2014)

UAE’s Economy Growth
Momentum Set To Pick Up
T HE UAE, the Arab world’s second

largest
economy, is set to finish 2013 at 4.5 per cent growth,
at a pace faster than the forecast made by the
International Monetary Fund, and pick up added
momentum in 2014 on the back of a host of factors
that have never been so promisingly buoyant and
specifically growth-oriented.
The much acclaimed Expo 2020 win by Dubai
and the imminent prospect of an upgrade to the
coveted emerging market status will add
dynamism to the economy that is already on an
upward trajectory, spurred by three critical sectors:
huge non-oil sector investments, the buoyant trade
and services sector, and the booming tourism
industry.
The UAE Minister of Economy Sultan bin
Saeed Al Mansouri echoed the upbeat sentiment
as he projected that the country’s gross domestic
product (GDP) would grow between four and
4.5 per cent in 2013. Al Mansouri has argued that
despite the IMF’s predictions of weaker global
oil prices in 2014, the UAE’s economy would
surge ahead. Oil price impact on the economy
will be limited as oil accounts for 30-33 per cent
of the country’s GDP. The UAE has already set
into motion a strategy to further reduce the
dependence on oil to 10 per cent in future, the
minister pointed out.
Al Mansouri claims that in keeping with its
Vision 2021, which seeks to make the UAE one of
the best countries in the world by 2021, the UAE
remains committed to its ongoing development
and diversification of its economy.
The Ministry of Economy said in a report that
the UAE’s economy has grown exponentially by
nearly 231 times since the union was set up by
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seven emirates in 1971 and the growth catapulted
the country to emerge as the second largest Arab
economy after Saudi Arabia.
From Dh6.5 billion in 1971, the UAE’s GDP is
expected to hit an all-time high of Dh1.45 trillion
in 2013. The ministry report projected that the
UAE’s real GDP would grow by around 4-4.5 per
cent this year, far higher than the rate recorded
over the past five years of 2.3-3.5 per cent. The
country’s non-oil trade surged by around 28 times
over a period of 32 years to reach Dh1.2 trillion in
2012 compared with nearly Dh41 billion in 1981,
the report said.
According to the Arab League, the surge in
trade turned the UAE into the largest consumer
market in the region after it overtook Saudi Arabia
in imports. Imports of goods and services totalled
$273.5 billion in 2012, the highest volume in the
Arab world, accounting for almost 27 per cent of
the region’s total trade of goods and services of
around $1.022 trillion, according to the Inter-Arab
Investment Guarantee Corporation (IAIGC).
In exports, the UAE came second, with about
$314 billion, while it also was ranked second in
terms of total trade of goods and services, handling
nearly $588.5 billion. In 2012, the UAE was ranked
third in the Arab world by GDP per capita, which
stood at $45,731, according to the Washingtonbased Institute for International Finance.
Shaikh Abdullah bin Zayed Al Nahyan, Foreign
Minister of the UAE, recently said that political
stability, economic growth and a balanced foreign
policy were key incentives luring world’s leading
businesses to the UAE. Shaikh Abdullah said that
the Expo 2020 win underlined the world’s
confidence in the UAE.
The UAE, which is seeking to enhance its
economic competitiveness by diversifying its
resources and by building a knowledge-based
economy, also advanced five positions in economic
competitiveness in the Global Competitiveness Report
for 2013-2014 — from 24th in 2012 to the 19th in
2013. Shaikh Abdullah predicted that driven by
research and development, the UAE would emerge
as a regional hub for smart economy in the region.
The UAE was ranked 23rd globally in the World
Bank’s Ease of Doing Business report 2014. The
UAE was ranked fourth globally in the Trading
FOCUS WTO, July-September 2014 (Vol. 16 No. 3)
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Across Borders category, up from its fifth ranking
in 2013.
Standard Chartered, predicting a better 2014
across the world with the global economy
picking up steam to rise to 3.5 per cent from 2.7
this year, and “inflation staying benign,”
estimated that non-oil project spending in Abu
Dhabi would reach $34 billion in 2014 in line with
the emirate’s long-term development and
diversification goals. The Dubai government’s
Statistics Department said that the emirate’s
economy is headed for the fastest expansion in
six years as it benefits from an increase in hotel
occupancy and manufacturing. Gross domestic
product grew 4.9 per cent in the first half,
compared with a 4.4 per cent increase in 2012.
Dubai’s real GDP grew to Dh169 billion in the
first half of 2013 from Dh161 billion in the first
half of 2012. In the backdrop of a rebounding Dubai
economy, a key driver of the non-oil growth of
the Emirates, the IMF is also expected to raise its
economic growth forecasts for the UAE this year.
The Fund in September predicted GDP growth of
four per cent.
Masood Ahmed, IMF’s director for the Middle
East and Central Asia Department, said that Dubai’s
rebounding property market, combined with a
strong performance in trade, manufacturing,
transport, and finance, had lifted its GDP to more
than four per cent in the first half of 2013. “I’m
sure this will feed through into the end of year
numbers for the UAE as a whole and will end up
being revised upwards,” he added.
Analysts at Knight Frank observed that Dubai
is recovering from a 65 per cent decline in property
prices. Dubai’s booming economic scenario has
been underscored by the emirate’s stock market,
where shares listed on the Dubai Financial Market
General Index have surged more than 90 per cent
this year.
The second key driver of Dubai’s growth is its
core trade and services sector that would continue
benefiting from strong regional dynamics, “as
bulging GCC fiscal surpluses drive long-term
infrastructure and diversification projects,”
Standard Chartered said in the Global Focus 2014
report.
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In 2013, Dubai’s non-oil trade, which was up
16 per cent ($184 billion) in the first half, will end
up almost 14-16 per cent higher than in 2012. “For
2014 we expect overall trade to grow 12-15 per
cent. Driving this growth will be Dubai’s position
as a gateway to 55 per cent of trade inflows to the
GCC through its ports.” The bank expects
investment levels in the region to remain strong,
driving demand for capital goods imports and
benefiting the emirate’s logistics and trade sectors.
Dubai’s tourism sector, the third key growth
driver, is likely to have another strong year. Hotel
occupancy rates and tourist inflows to Dubai are
very strong. In the first half of 2013, the number
of tourists in Dubai reached 5.5 million, an 11 per
cent increase over 2012. Dubai’s hotels reported
7.9 million visitors in the first nine months of 2013,
up 9.8 per cent versus the same period in 2012.
Dubai has total of 81,492 hotel rooms as of the
first half 2013, which means the growth in
occupancy is impressive: room stock in Dubai was
almost 43,419 in 2009, when occupancy rates were
around 68.8 per cent.
(Issac John, Khaleej Tims, 27 December 2013)

A Temporary Reprieve
A sharp decline in the current account deficit is

good news in the short term, but the underlying
issues must be addressed for long-term cheer.
Given the dire state of India’s current account
deficit (CAD) just about a year ago, the latest
figures are comforting. From 5 per cent of the GDP
in the second quarter of last fiscal — it went on to
touch a historically high level of 6.7 per cent in the
third quarter — it has now plunged to 1.2 per cent
of GDP in the 2013-14 July-September quarter. This
is well below the 2.5 to 3 per cent CAD posited as
sustainable by the Finance Minister and various
analysts. The change seems to be based on two
factors: recent curbs on gold imports resulting in a
decline in the high levels that had contributed to
the large CAD last year, and a bump in exports
caused in part by the rupee depreciation. This is
good news in the short to medium term, of course
— but it would be a mistake to take it as an all-clear.
Several of the fundamental issues underlying the
CAD are still very much in play and liable to crop up
again the next time global headwinds pick up.
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Breaking down the CAD is a useful exercise.
Starting June 2009, trade in services has consistently
delivered a surplus. The deficit, therefore, comes
from the trade in goods. As far as imports go, for
all of India’s slowing rate of growth, it is still in
relatively better health than a great many
economies given the continuing EU slump. Given
that, high imports are unavoidable, even a signifier
of economic health. But as former RBI governor
Dr. D. Subbarao pointed out, the quality of imports
is important. An increase in the import of capital
goods signifies a rise in industrial capacities and
economic activity, and thereby, strengthening
fundamentals. This, however, doesn’t seem to be
the case in India.
To be certain, HSBC India has said that
companies have raised their production levels for
the first time in seven months, led by a rise in
domestic demand. But the report also cites
evidence of capacity constraint based on
infrastructure weaknesses. The other factor to bear
in mind here is that two sets of commodities —
gold and petroleum & petroleum products — are
responsible for a large portion of India’s import
bill. The government may have clamped down on
gold, but doing so for petroleum is not possible.
These two factors will not go away in a hurry;
the CAD pendulum may well swing back in the
other direction a year down the line. Deeper
reforms are needed, starting with bolstering basic
infrastructure, from transport to power. Removing
supply side bottlenecks and clearing projects must
get priority. This will serve not only to boost exports
and allow domestic manufacturers to compete
better with imported goods, but improve investor
sentiment as well. Without it, attracting and
retaining investment that, as matters stand, has
plenty of reason to seek safer returns elsewhere,
becomes an exceedingly difficult task. And
improving domestic energy production is just as
essential. Given India’s vast coal reserves, there is
simply no reason that coal imports rose fourfold
to $15 billion in the past six years, for instance.
Exploration and allocation policies have run into
numerous issues so far when it comes to the execution
stage. Without addressing these basic issues, the
current CAD cheer may prove to be all too brief.
(DNA, 4 December 2013)
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India’s Exports - A Silent
Revolution
INDIA’S goods export growth performance

has
been impressive in the past 15 years, even though
it started from a very low base.
In last twelve months, India has come back
from the brink of a balance of payments crisis. The
current account deficit, which widened from 0.4
per cent of GDP in FY 2004-05, to 4.8 per cent of
GDP in FY 2012-13, seems set to decline to below 4
per cent, and even perhaps closer to 3 per cent of
GDP. Some of these improvements can be
attributed to government’s efforts to cut down the
import bill, particularly for gold. While the efficacy
of these moves can be doubted in the long term,
the short term benefits are there to see for
everyone. But a more pertinent and positive
development has come from the improvement in
exports, which has been somewhat missed, in the
effort to reduce the current account deficit.
The improvement in exports, both goods and
services is not a temporary phenomenon. India’s
goods export growth performance has been
impressive in the past 15 years, even though it
started from a very low base. Indeed, among the
major emerging markets over that time, India has
had the second-fastest average export growth,
trailing only China. During this period, India’s
exports have increased more than 8x in US dollar
terms, and set to rise over US$300 billion in FY
2014, and combined together with services, India’s
export industry will be worth almost US$500
billion, and rising.
This has not meant that India’s export potential
has been realized. Things have only started to
improve. A major challenge for India is that the
import content for its largest goods exporting
sectors remains very high. Hence, the net impact
on the trade balance of higher exports has not been
completely felt, in terms of India’s import bill, and
the currency. For instance, India’s petrochemical
exports have been rising rapidly, becoming the
biggest line item in exports. Indeed, in FY 2012-13,
petroleum exports were almost a fifth of total
goods exports, four times higher than a decade
ago. This has predominantly been achieved by
making large investment in processing capacity by
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the petrochemical sector, as well as significant
diversification in export markets, which has
allowed India to develop competitiveness in the
refining industry.
One can worry about the large and negative
impact of gold imports, one needs to appreciate
that a large chunk of India’s exports are gems
and jewellery, for which growth rates have been
impressive in the last five years, driven by strong
demand in the Middle East, Europe, North Asia
and the US. Given its large domestic jewellery
market, India has a very well developed supply
chain and production capacity in this field, and
hence it has been able to become one of the
biggest suppliers of gems and jewellery globally.
While not a large part yet, India has the
potential to develop world class export facilities
in two other sectors. Pharmaceuticals has been
an area where India has been making significant
strides, and it is already around 5 per cent of
total exports, and one area where India’s young
pool of scientists, and its low cost developing
facilities can give it a significant advantage,
particular for generic medicines. The other sector
where export potential is starting to rise
significantly is in transport equipment and
passenger cars. India’s domestic market has over
the years attracted a large number of companies
to set up their production base, and given its
proximity of growth markets of Sub-Saharan
Africa, Middle East, South Asian neighbours and
even South East Asia, the scope to expand its
exports through shipments of automobiles is
enormous.
Even as one can see enough reasons to
celebrate the vibrancy of India’s exports, one also
needs to be mindful of areas where competitive
edge built over the years is waning. A big drag
on the trade balance has been the ongoing
absence of several mining-related exports, which
in many cases have resulted in addition to
imports. For example, demand for coal – though
only just 4 per cent of overall imports has been
rising rapidly (a CAGR of 25% in past three
years), as demand for this fuel has far
outstripped local supply. Despite the subdued
economy, coal imports remain high, partly due
to the inadequacy of domestic coal production.
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Mining in India nearly came to a standstill in late
2011, when alleged corruption led the Supreme
Court to ban several mining activities until the
cases were investigated. While this caused
overall economic growth to suffer to an extent,
this sector’s export performance suffered
materially. In particular, the reduction in mining
exports has been a pressing point, as the trade
deficit with China has widened significantly,
which until recently had been a major importer
of iron ore from India. While it is unclear when
these legal issues will be resolved and mining
exports can resume meaningfully, if it happens,
India’s exports will grow at a faster pace, thus
adding to the strong momentum in India’s export
sector.
(Rahul Bajoria, DNA, 11 November 2013)

China Offers Free Trade Pact,
Market Access
LI KEQIANG, Chinese Premier, offered to initiate

talks for a free trade agreement with India and
said the world’s second biggest economy was
willing to give more market access to Indian
products to bridge widening trade deficit.
Addressing the Indian business community,
he emphasized on the need for enhanced bilateral
trade and investments between the two
nations.
He emphasized that China is also willing to
provide facilitation to India’s products to access
Chinese markets.
He believes that India and China have the
ability to mitigate the trade imbalance between
the two countries and China never has any
intention to seek trade surplus and only a
dynamic trade balance is capable for sustainable
trade relations.
While India’s exports to China stood at only
US$13.52 billion in 2012-13, its imports from that
country aggregated US$54.3 billion, leaving a
trade deficit of US$40.78 billion during the last
fiscal.
Both the sides have aimed at taking the twoway trade to US$100 billion by 2015.
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medicines, while China is seeing rapid expansion
in machinery, textiles and emerging industries.

At different fora the government and the
domestic industry have flagged concerns over
the ballooning trade imbalance with China
and have demanded greater market access for
Indian products like pharmaceuticals, IT and
agriculture.

Both the countries had completed a joint
study in March 2005, when India's trade deficit
with China was US$1.5 billion, to examine the
potential benefits of greater trade and economic
cooperation.

There is a need to reduce trade imbalance.
India-China two-way trade is less than US$70
billion and there is a need to enhance the dynamics
of trade balance.

The joint study group in its report had
recommended that the governments appoint a
joint task force (JTF) to study in detail the
feasibility and benefits of a possible ChinaIndia regional trading arrangement, and also
give recommendations on the contours of such a
pact.

Although Mr. Li expressed willingness to
launch negotiations for a free trade agreement,
Indian industry is wary of any such move due to
the competitive disadvantage and high trade gap
with the neighbouring country.

The JTF subsequently finalized its draft report
covering trade in goods, trade in services, bilateral
investment, trade facilitation and economic
cooperation.

On the issue, former FICCI President R.V.
Kanoria said that before initiating any such talks
with China, the government should address
domestic problems like high transaction cost, land
problems and implementation of Goods and
Services Tax (GST).

However, the proposal was kept on back burner
due to the strong opposition by Indian industry
which feared dumping and flooding of Indian
markets by Chinese firms.

Apex exporters body FIEO said that if Chinese
companies invest in India in manufacturing sector,
dependence on Chinese imports can be reduced
substantially.

The top five items of imports from China are
electrical machinery; mechanical machinery;
project goods; chemicals and iron & steel. Also,
in the past few years, imports of power and
telecommunica-tion equipment have seen a huge
surge.

On investments, Mr. Li said that his
government supports Chinese enterprises to
increase investments in India and expand trade in
services.

India’s exports to China comprised largely
ores, cotton, chemicals and raw materials. China
accounts for a fifth of India’s total trade deficit of
$190.9 billion with the world.

He also added that China and India are huge
markets with great potential. Their industrial
structure highly complementary. India has a
competitive edge in IT, software and bio-

(Business World, 21 May 2013)
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BOOKS

accomplishes the readers to build an understanding
of the economic implications of services trade and
liberalization.

International Trade in Services: New Trends
and Opportunities for Developing Countries
by Olivier Cattaneo, World Bank Publications,
2010.

The advent of economic liberalization in the
last decade of the last century in developing
countries has ushered in a rapid transformation in
services industry. In consequence, over the years,
developing countries have been witnessing a shift
from an agriculture-based economy to a
knowledge-based economy. A plethora of business
opportunities are now being offered to investors
due to transformation in trade in services. It has
demonstrated an outstanding ability to accelerate
the growth and development of the economy,
besides enabling it to attain and retain a strong
and permanent place in the international
commercial forum.

THE

fastest growing component of globalized
economies is considered to be services nowadays.
Over the past decade and a half, trade and foreign
direct investment (FDI) in services have grown
faster than in goods specifically in developing
countries. Increasingly essential part of global
commerce nowadays is international trade and
investment in services.
This book aims to provide a clarity on
understanding of the economic implications of
services trade, regulatory reforms, and
international negotiations. The author has also
explored the services trade and development
linkages in the context of developing countries.
The scope of services that can be moved across
border has apparently increased with the help of
developments in information and telecommunication technologies. Developing countries are now
removing the barriers of foreign investment and
are becoming newly privatized and competitive
markets for key infrastructure services, such as
energy, telecommunications, and transport.
Increasing movement of people abroad to consume
tourism, education, and medical services and to
supply services ranging from construction to
software development has given a push to trade
in services.
The increasing importance of international
trade in services is well explained in the book and
it also throws light on the inclusion of services
issues on the agendas of the multilateral, regional
and bilateral trade negotiations. The book
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The book provides a comprehensive
introduction to the subject, beginning with an
overview on the key issues in trade in services,
the book then discusses the barriers to trade in
services, and the later part of the book looks at
specific service sectors, such as financial services,
information technology, health services,
engineering and accounting services, etc.
The profile of the services trade in developing
countries and how it is the dominant driver of
national income today is also discussed in detail.
Services trade usually encounters both regulatory
restrictions and infrastructural constraints.
These issues are discussed in length in the context
of different sectors in developing countries like
Information Technology, Communications
Technology, Health, Construction and
Environmental Services.
The author has talked about the ubiquity,
complexity and regulatory intensity of trade in
services, as well as the uniqueness of the issues
involved regarding the multilateral regulation of
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services that makes this book particularly
interesting.
(Reviewed by: Ms. Snigdha Malhotra,
Assistant Professor,
Amity International Business School)

Non-Discrimination in International Trade in
Services: ‘Likeness’ in WTO/GATS
by Nicolas F. Diebold, Cambridge University
Press, 2010.

T HE

book reviews GATS by analyzing and
interpreting the benefits of Trade in Services in
the International Market. This book provides a
comprehensive explanation on the discrimination
of services in the Global Market and their use by
the different countries for their benefit. This helps
in developing an understanding towards the
comparison between services offered and where
the countries can file claim with WTO for
misbehaviour & misuse of the benefits gained from
the services. It throws light on the loopholes in
the comparison being done between the treatment
of Goods and Services which can eventually
hamper the trade in services.
The book emphasizes that it has been seen
under GATS after the Uruguay Round in 1994, the
services offered in International Market have
boomed thus enhancing the importance of Services.
Earlier the focus was only on the physical products
exchanged between the countries and the
importance of services was least considered. GATS
was the first & only multilateral agreement aimed
at the liberalization of international trade in
services. It is based on the three main concepts of
global trade. When the claim is being made the
analysis should be done considering 3 pillars which
are Likeness in Service Standards, Services &
Progressive Liberalization, and Likeness with
other Policy & Legal discrimination. This is the set
of key pillars for WTO to do the analysis if any
claim is been filed against the services offered.
The author highlights that services have been
liberalized due to the concept of likeness of services
and services supplied. GATS has its clear
mechanism for non-discrimination, which in turn
achieves progressive liberalization for its Members.
The market has a proper mechanism to compare
the GATT and GATS, i.e. trade & services in the
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global market. Non-discrimination between the
trade and services have reduced due to a separate
concept. Physical exchange of the Goods should
not be compared to the Services offered within the
market. Due to this, there has been a tremendous
growth in the services offered with the
commitment for the best service supplied. The book
highlited that the “Like services” comparisons have
increased the global services offered in the market
with more commitment and service truncation
within the countries offered. The volume of services
offered has increased in the global market due to
Likeness in GATS. The services offered were more
reluctant and less favourable treatment was offered
as there was not such standard set in the Market.
Even after the proper set of non-discrimination the
members are left with the requirement of greater
clarification on the new commitments and
limitations. The legal and political disciplines
have become more alert for the services rendered
in the market and this should not discriminate
the standards of their own country. The law of
the country should be well preserved and local
services should not be affected due to the global
services offered. This is the basic requirement
of a country which should not be hampered due
to the services rendered with the local
competitors.
As explained in the book, GATS and GATT
are the two different aspects in the global market
and should not be compared.
(Reviewed by: Ms. Yugandhra Konde,
EXIM & Logistics Executive, Expeditors India)

The Preferential Liberalization of Trade in
Services: Comparative Regionalism
by Pierre Savué and Anirudh Shingal, Edward
Elgar Publishing, 2014.

IN the 21st Century, trade in services accounts for

approximately three quarters of the GDP of many
countries but is less than a quarter in terms of global
trade. The main reason for such a share is the
presence of trade barriers. These trade barriers
limit growth and are the cause of impediment to
global growth. The volume on Preferential
Liberalization of Trade in Services evaluates the
barriers in service trade and suggests the way
forward for liberalizing it.
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It has been seen during the last two decades
that a number of preferential trade agreements
have been formulated. With the recent rise of
preferential trade agreements (PTAs) globally,
thrust on such agreements for trade in services has
been highlighted. At present there are 118 PTAs
covering services and notified by WTO in
comparison to 11 before 2000. Since the advent of
General Agreement on Trade in Services, services
have become an integral part of trade. The volume
here is an important addition to the existing
literature on trade agreements for increasing trade
in services. The volume examines the rising
demand for preferences in service trade through
contributions of various experts in the area of
service trade.
The literature delves on a number of research
questions related to development in service PTAs
and how it will help in completing GATS as well
as the differences, importance and future scope of
these preferential advances in services over other
multilateral disciplines under GATS by World
Trade Organization (WTO). It also lays emphasis
on the trade effect of the current ongoing service
PTAs along with the differences in negotiating
architectures across PTAs in service trade. The
volume gives an analytical approach towards
assessing the service commitments of member
countries in PTAs and under GATS. It is seen that
the market access commitments in PTAs are greater
than in GATS irrespective of the level of
development of a nation.
The volume offers a cross regional comparison
of opening up of preferential markets and making
rules for trade in services. The regions studied are
Africa, the Americas, South and South East Asia.
The volume further assesses the size and nature of
cross regional differences in service PTAs and the
reasons for market opening and rule making. It is
seen that very few countries in Africa and Middle
East have entered into service PTAs while the
majority of countries with service PTAs belong to
Asia, Latin America and Caribbean apart from
developed countries.
The literature also assesses the impact of PTAs
on trade in services. It is seen that there is a trade
effect of 15 per cent due to a PTA. It also measures
that the impact of time of entering into a PTA on
service trade. The maximum impact is observed
FOCUS WTO, July-September 2014 (Vol. 16 No. 3)

when the time lag is greater from the date of entry
into a PTA.
The volume also puts forth a number of case
studies of service PTAs across the globe. The case
studies are region specific, from studying America
to European Union to Africa to Australia and
finally Asia. It is seen in America and European
Union, the impact of PTAs has been positive. While
there are a number of policy related complications
in case of Africa. On the other hand in case of Asia,
though there are a number of PTAs, there is a huge
amount of diversity amongst them. There is no
uniform pattern and thus calls for negotiations. In
case of Australia, negotiated PTAs do not have a
significant impact on service trade and thus arises
the need for regulatory developments.
The volume towards the end, lays emphasis
on new developments and additions to GATS. It
explores the considerations for devising a
plurilateral Trade in Service Agreement which will
support GATS.
This volume on Liberalization of Trade in Services
will be of immense use to trade negotia-tors and
policy officials working in the field of trade and
investment in services. It will also be a reference point
for academicians in the fields of law, economics and
international political economy.
(Reviewed by: Ms. Areej Aftab Siddiqui,
Assistant Professor,
Indian Institute of Foreign Trade)

Regulating Trade in Services in the EU and
the WTO: Trust, Distrust and Economic
Integration by Ioannis Lianos and Okeoghene
Odudu, Cambridge University Press, 2012.

THIS

book by Ioannis Lianos and Okeoghene
Odudu, contains a collection of essays that provides
a well-researched and detailed account of trade in
services in EU, with major emphasis on trust,
distrust and economic integration.
The book has been wisely divided into six
parts. Part one deals with the trust theory, i.e.
trust between various market players including
the regulators will boost European and
international services trade. Part two further
emphasizes trust and mutual recognition in
services sector.
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The remaining chapters adopt trust theory as
a platform for regulation of services market. The
chapters are notable for their scope, engaging both
with the general framework for services market
regulations as well with specific substantive sectors
of the services market economy.
Although the title of the book refers to both
the EU and WTO, the major focus is on exploring
the implications of trust theory within the EU
market.
The book enables the reader to assess the social,
political, economic and legal challenges backed by
various theories of economic integration for
incorporating free trade along with the ability to
retain social welfare standards and consumer
protection. The major contribution of the book is
in terms of showcasing the governance of trade in
services at the European and global level. It also
gives an insight on the recent Services Directive
and its interaction with principles of mutual
recognition and harmonization among the various
sectors included in trade in services. The book also
highlights the problems for single market of
services and the role of services directive for
interstate cooperation.
The book further explores the arena of public
procurement and public services in EU as well as
the legal treatment of financing of public services.
The book in the end lays emphasis on the
relevance of trust theory of integration in the
context of WTO and further imparting of
regulatory standards and principles for dispute
settlement in WTO with special reference to the
telecommunication sector.
(Reviewed by: Mr. Rupam Singh Nagpal,
Owner, Power Asia)

Trade Policy in Asia: Higher Education and
Media Services by OECD, Asian Development
Bank Institute, OECD Publishing, 2014.

E DUCATION

and media services play an
imperative role in public sector participation. Both
sectors provide a platform for domestic regulation
as well as exemplify cultures across the globe.
Technological advancement has intertwined each
other as well as focuses on the scope for
international trade and investment. As education
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and media services both require huge information
and communication technology which in turn
demands a high cost of research, development and
artistic talent. This questions the effectiveness of
domestic regulation and raises fundamental
questions about its underlying principles, calling
for an increased scope for international trade and
investment, and the development of supply chains.
The book talks about the many restrictions on
ownership of broadcasting services in India, which
results in low foreign direct investments (FDI) and
the regulatory measures to attract more foreign
direct investments. Cross-media ownership can
play a vital role in avoiding market dominance and
providing competitive markets. Providing
subsidies on equipments without erecting trade
barriers is another positive step which can be an
appropriate measure in balancing trade and
culture. Copyright is another issue that shapes
international trade as piracy proves a deterrent in
trade flow.
This book focuses on the fact that more marketfriendly regulatory reforms that do not sacrifice
public interest would be a constructive step
towards making the broadcasting sector globally
competitive and culturally diverse. It sheds light
on the various changes in policies and reforms in
India as well as other Asian economies, their
strengths, weaknesses and challenges in the
implications of policies. It talks about the Korean
film industry and how exports of Korean motion
pictures experienced turbulent fluctuations in 2000s.
It also talks about how the People’s Republic of
China has been in deficit in trade in education
services. As the book gives an overview of global
trends with country-specific studies, it helps in
highlighting the key implications of trade policy
across the globe.
This book examines the case of two successful
audio-visual services exporters, India and the
Republic of Korea and talks about the various
issues and challenges they faced. Since the Indian
Media sector (audio-visual sector) is growing at a
fast pace, it has a niche domestic market, has gone
through autonomous liberalization and has a
tendency to compete in the international market.
Whereas Korea requires more market-friendly
regulation reforms and large pools of finance so
that Korean broadcasting sector can compete
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globally. But the Korean broadcast industry has
gone through a phase of renaissance after
elimination of government censorship in 1980s and
has set examples of enhanced creativity.
It also provides readers with a complete and
consistent treatment of policy in the higher
education and media service sector across a range
of Asian economies little studied in the existing
literature. It gives an insight on the objectives of
promoting more fluid trade in the current scenario.
(Reviewed by: Ms. Nabeela Khan,
Research Associate,
Jamia Millia Islamia)

The WTO and Trade in Services by Bernard
Hoekman (Ed.), European University Institute,
Italy, two-volume set, 2012.

PUBLISHED in 2012, The WTO and Trade in Services

is a comprehensive collection of literature spanning
from 1985 to 2009 in trade in services by Bernard
Hoekman.
Bernard Hoekman is Director of Global
Economics at the Robert Schuman Centre for
Advanced Studies (Global Governance
Programme) at the European University Institute;
and a CEPR Research Fellow. During the Uruguay
Round of trade negotiations he worked as a
research economist in the GATT Secretariat (198893). He has published widely on the multilateral
trading system and economic development, trade
in services, and preferential trade agreements. He
is a graduate of the Erasmus University Rotterdam,
holds a Ph.D. in economics from the University of
Michigan and is Senior Associate of the Economic
Research Forum for the Arab Countries, Iran and
Turkey.
The past few decades have witnessed a growth
in the importance of services in the economy, yet
until the 1980s, scholarly literature on the
expanding role of trade in services in the world
economy remained scarce. This timely two-volume
collection, brings together seminal works on the
WTO and trade in services published in the last
twenty-five years. Areas covered in this important
set include the determinants and patterns of trade
in services, services in regional integration
agreements and the GATS.
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With a multidisciplinary approach, the articles
include contributions from leading academics, legal
practitioners, national policymakers, and staff of
the European Commission, WTO, and the World
Bank. The introduction presents a splendid
overview of the articles featured in the book. The
author not only succinctly summarizes the main
findings of each of the articles but also very aptly
introduces the reader to the important relevant
works on the topics covered in these articles. This
is in a way testament of the complexity of the task
that the editor might have faced in selecting and
commenting on articles covering a period of almost
a quarter of a century. He must be highly
commended for performing those tasks very
successfully as the articles, as diverse as they are,
seem to fit together. Because of the coverage of
very well written articles, the book would be
significant for scholars, practitioners, and
policymakers. The book would be an invaluable
tool for undertaking any comprehensive research
on the global trade in services. In view of its allembracing scope, this book may well be an essential
beginning point for researchers on trade in services
for a considerable period of time.
This 2-volume book is divided into 4 parts. Part
1 covers determinants and patterns of trade in
services and covers articles by prominent
academicians such as Jagdish Bhagwati and Arvind
Panagariya. The next part covers services in
policies, trade and welfare.
Volume 2 covers more of macro point of view
with the role of GATS and WTO being discussed
and also the impact of regional trade agreements
on trade in services.
(Reviewed by: Mr. Gautam Guliani,
Indian Institute of Foreign Trade)

Making Trade in Services Supportive of
Development in Commonwealth Small and
Low-income Countries by Patrick F. J. Macrory
and Sherry Stephenson, Commonwealth
Secretariat, 2011.

T HE

paper aims to investigate the status of
special and differential treatment (SDT)
measures accorded to developing and Least
Developed Countries (LDCs) and makes
suggestions to promote the overall economic
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period for compliance to the agreed
commitments by developing countries. Also, it
suggests that staggered opening up of services
sectors for international trade by developing
countries could also be feasible.

development of these nations via international
trade in services.
The paper begins by giving a background on
SDT arrangements in services and evaluates all
the SDT related aspects in a three-tier comparison
involving General Agreement on Trade in
Services (GATS), Doha Development Agenda
(DDA) and several Regional Trade Agreements
(RTAs). All these aspects are studied for Mode
1 (cross-border supply of services) and Mode 4
(movement of natural persons) of trade in
services as these are the most relevant modes to
study the services exports of developing
countries and LDCs. The parameters of
SDT chosen for the purpose of analysis are as
follows:

• Best endeavour clauses: The effectiveness of
provisions to boost the trade capacity of
developing countries which are just hortatory
and not binding in nature for developed
countries is studied.
The paper further details the pros and cons of
SDT provisions. It is argued with the help of several
examples like that of Tunisia and Lesotho that
extension of SDT benefits for trade in services to
the developing nations actually boosts the overall
trade flows, foreign investment and personal
incomes of domestic population leading to the
economic development of these countries. In the
subsequent section, the key challenges faced by
business enterprises or service providers based out
of commonwealth developing countries for
maximizing investment and export opportunities
through SDT arrangements are presented. It is
argued that several factors like lack of information
about export opportunities, difficulties in
cultivating an international reputation, lack of
government support and high costs may lower the
competitiveness of service suppliers from these
countries. The negotiation of RTAs may help in
this regard which is discussed in the next section
where pro-development SDT arrangements and
measures that could be considered by
commonwealth developing countries while
negotiating RTAs in services are suggested.

• Architecture of the agreements: The elements of the
existing agreements for trade in services like
positive/negative lists, market access limitations
and national treatment provisions are discussed
under this head.
• Flexibility in obligations and procedure: Under this
parameter, it is argued that developing countries
must be given some relaxation in terms of
expectations of reciprocity for opening of
markets. Also, the issue of implementation of
safeguards to protect local industries in these
countries is discussed.
• Negotiating outcomes: The differences in the
number of commitments made by developed and
developing countries is studied and to determine
whether the flexibility built into the agreements
has been realized in practice or not.

The paper then analyses the impact of
liberalization of trade in services on domestic
service suppliers by the use of several modelling
techniques like Total Factor Productivity models,
Computable General Equilibrium models,
Frequency and Gravity models. In the concluding
section, the approaches to advance SDT treatment
in the multilateral context like use of reference
papers, MFN waiver with respect to LDC service
exports and other approaches are discussed.

• Technical assistance: This section analyses in
detail the degree of assistance extended to
developing countries by the developed
countries in areas such as information
exchange, clarification of professional
requirements for the movement of persons
under Mode 4 and other areas like regulatory
reforms, capacity building and service
promotion schemes.
• Time period for implementation: With respect to
measures for liberalization of trade in services,
this section stresses the need to extend the time

(Reviewed by: Mr. Ujjwal Bhatia,
Indian Institute of Foreign Trade)
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GATS – Legal Framework of Trade in Services
Rohit Asthana*
ABSTRACT

THE ARCHITECTURE OF GATS

World export of commercial services (excluding
government services) has increased phenomenally in
the last decade. In terms of value, world export of
commercial services grew from US$1.9 trillion in 2003
to US$4.7 trillion million in 2013. As per a WTO
estimate, between 2000 and 2008 overall export of
commercial services grew by an average of 13% per
annum. With services trade having become an
important and dynamic segment, the need for
internationally recognized rules become essential to
foster further growth. The following text is a brief
summary of the General Agreement on Trade in Services
– “GATS”, the law guiding international trade in
services.

The text of GATS begins with a Preamble, the 29
Articles arranged in six Parts and various Annexes.
The text provides a framework of rights and
obligations that is applicable to all Members. It also
contains a schedule of specific commitments for each
WTO Member. The schedule contains Memberspecific commitments on the individual sectors along
with a list of MFN Exemptions.

INTRODUCTION
In 1970s to early 1990s, as comparative advantage
in goods production started to shift towards the
developing countries, the developed countries became
much more interested in enhancing trading
opportunities in services trade. With services trade
having become an important and dynamic segment,
the need to have internationally recognized rules
became essential to foster growth. With growing
momentum of the services sector and the need
for liberalization, services were included in the
Uruguay Round Negotiations. The result of this
multilateral trade negotiation was General Agreement
on Trade in Services (“GATS”). It was an outcome of a
complex and long drawn process of negotiations
(1986-1993) among many developed and developing
countries.

1

Management Consultant (Exports & International
Business), DSR International.
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Preamble
The Preamble in the beginning of the text of GATS
states the intent of drafting the Agreement. It includes
the concept of expansion of trade as a means of
promoting growth and development by way of
progressive liberalization achievable through successive
rounds of negotiations. It also explicitly confirms the
Members’ right to regulate, and introduce new regulations,
to meet a Member’s national policy objectives. The last two
considerations of right to regulate and introducing new
regulations refer to the objective of facilitating increased
participation of developing countries in services trade
as well as to the special economic situation of least
developed countries.
Defining Services Trade
Since the conventional definition of trade, where a
good crosses the border, would miss out on a whole
range of international transactions; the GATS therefore
took an unusually wide view of trade. It defined the
concept of “trade in services” as “the supply of a service”
(in Article I: 2) to include four modes of supply:
(1) Cross-border (Mode-1): Services supplied from the
territory of one Member into the territory of any
other Member. Example – software services
provided by a supplier in one country through
electronic means to consumers in another country.
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(2) Consumption abroad (Mode-2): Services supplied in
the territory of one Member to the service consumers
of any other Member. Example – consuming tourism
or educational services in another country.
(3) Commercial presence (Mode-3): Services supplied
through any type of business establishment of one
Member in the territory of another. Example Foreign Direct Investment in a particular sector
(FDI).
(4) Presence of natural persons (Mode-4): Services supplied
by nationals of one Member in the territory of
another. This mode includes both independent
service suppliers and employees of the service
supplier of another Member. Example – the foreign
employees of a foreign bank providing services on
a temporary basis.
Legally, the four modes are unconnected.
Organically, Modes 3 and 4 are essential to
transnational corporate expansion. Most governments
in the developed countries having strong service sectors
seek commitments that link the two modes. Though
Mode 4 covers all categories of service workers,
governments of developed nations grant rights on intracorporate transferees and professionals while rejecting
equivalent rights for lower strata service workers.
Conversely, the governments in developing
countries are reluctant to make binding commitments
under Mode 3, but see Mode 4 as providing a way to
secure temporary access to foreign labour markets for
their semi- and unskilled service workers.
Scope and Application
Article I: 1 stipulates that the GATS applies to
“measures by Members affecting trade in services”. It does
not matter if this measure is taken at central, regional or
local government level, or by non-governmental bodies
exercising delegated powers. The relevant definition (as
given in Article XXVIII of GATS) covers any measure,
“whether in the form of a law, regulation, rule,
procedure, decision, administrative action, or any other
form, in respect of:

This definition is significantly broader and takes
the GATS into the core of domestic governance and state
sovereignty.
General Provisions
GATS consists of a series of general concepts,
principles, and rules that are largely applicable across
the board to measures affecting trade in services. This
includes provisions pertaining to the Most-FavouredNation (MFN) treatment (Article II), Transparency
(Article III), Domestic Regulation (Article VI),
Monopolies and Exclusive Service Suppliers (Article
VIII), Emergency Safeguard Measures (Article X),
Balance of Payments Safeguards (Article XII),
Government Procurement (Article XIII), General
Exceptions (Article XIV), and Subsidies (Article XV).
Some of the more important elements are discussed
below.
Most-Favoured-Nation Principle
The first major generally applicable provision of
the GATS is MFN – Most-Favored-Nation Principle.
Similar to GATT, a basic provision of the GATS is the
MFN clause based on non-discrimination. As stated in
Article II:1 of the GATS, a Member country is obligated
to provide any WTO Member, a treatment which is “no
less favourable” than what it accords to any other country,
even if the country is not a WTO Member. However, the
scope of the MFN clause under the GATS is restrictive
than what it is in the GATT. This is because even though
MFN is a general obligation, the GATS contains an
annex allowing the Member countries to invoke
exemptions to MFN (Article II:2). The coverage of MFN
for each GATS Member is determined by a “negative
list”. Such exemptions do not exist under the GATT.
The MFN exemptions under the GATS may only be made
once - upon the entry into force of the Agreement.
Principally, MFN exemptions cannot continue for more
than ten years. They are also subject to review in future
multilateral trade negotiations. The first such
negotiation, as per the GATS, must take place within
five years of the entry into force of the Agreement.

• the purchase, payment or use of a service;

Transparency

• the access to and use of, in connection with the supply
of a service, services which are required by those
Members to be offered to the public generally;

Under the Transparency provision (Article III), it is
mandatory for the Members to provide information on
all relevant rules, measures and procedures which have
some bearing on the operation of the GATS in general.
Article III:3 requires annual reporting to the Council for
Trade in Services of any new measures "which
significantly affect trade in services" covered by specific

• The presence, including commercial presence, of
persons of a Member for the supply of a service in the
territory of another Member”.
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commitments in a Member’s schedule. Pursuant to
Article IV:2, there is also a necessity for establishing
enquiry points to supply information to other Members,
including timely responses to any requests for
information on relevant rules and regulations which
affects the services trade.

Market Access, and National Treatment provisions
under specified conditions. Furthermore, there are
exceptions to the Market Access, National Treatment
and MFN provisions stated in Article XIV and XIVbis
for measures taken to protect public order, life, for
national security reasons, etc.

Domestic Regulation

Specific Commitments

Some of the other GATS provisions included
under the "Generalization Obligations and
Disciplines", are not really general in the true sense
of the term, since their applicability is often subject to
certain qualifications. For instance, the provisions on
Domestic Regulation (Article VI) are applicable only
to those sectors in which a Member has undertaken
"specific commitments". Article VI:2 requires that
administrative and/or judicial review of decisions
that affect trade in services be available, subject to
any constraints that may arise due to a Member
country’s legal structure.

The other major element of substantive obligations
under the GATS is "Specific Commitments". The
obligations contained in this relates to Market Access,
National Treatment and Additional Commitment. They
apply only to the extent that a Member has scheduled
in its Specific Commitments with respect to specific
service sectors (Also termed as Opt-in or Positive List
Approach). It does not apply to all services covered by
the GATS.

Recognition

• Business services (including professional services
and computer services)

Article VII is aimed at multilateralization of existing
arrangements for recognition of educational and other
credentials in licensing or certification of service
providers. Whether such recognition is given
unilaterally or through mutual recognition, it can by no
means be discriminatory or trade restrictive. Article VII:3
clearly states that:
“a member shall not accord recognition in a manner
which would constitute a means of discrimination between
countries in the application of its standards or criteria for the
authorization, licensing or certification of service suppliers,
or a disguised restriction on trade in services.”
Monopolies and Business Practices
The provisions of Articles VIII and IX deal with
monopolies and restrictive business practices. Article
VIII requires that Members should make sure that
monopoly service providers act in a manner not
"inconsistent" with the MFN obligation, or with
specific commitments in the Member’s schedule. The
Article provides for mandatory consultations where
a service provider restricts competition through
business practices apart from what is mentioned in
Article VIII.
Government Procurement and General Exceptions
In the case of Government Procurement (Article XIII)
also, there are exceptions to the applicability of MFN,
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The classification system generally used by WTO
members is comprised of 12 core service sectors
(document MTN.GNS/W/120):

• Communication services
• Construction and related engineering services
• Distribution services
• Educational services
• Environmental services
• Financial services (including insurance and
banking)
• Health-related and social services
• Tourism and travel-related services
• Recreational, cultural and sporting services
• Transport services
• Other services not included elsewhere.
These 12 sectors are sub-divided into a total of some
160 sub-sectors. Any of these service sectors, or
segments thereof, can be included in the schedule of
commitments of a Member by means of specific Market
Access and National Treatment obligations. Every WTO
Member has submitted such a schedule as required by
the Agreement (Article XX:1).
One sector-specific exception to the Agreement’s
otherwise comprehensive coverage is the Annex on Air
Transport Services. Measures affecting air traffic rights
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and directly-related services are excluded. However,
this exclusion is subject to periodic review.
Apart from this a blanket exemption applies to
“services supplied in the exercise of governmental
authority” (Article I:3b). As per definition, these services
are “supplied neither on a commercial basis, nor in
competition with one or more service suppliers” (Article
I:3c).
Members also make Market Access and National
Treatment commitments across the board for all the
sectors included in its schedule with respect to each
mode of services in what are known as “horizontal
schedules” of commitments. The "horizontal
commitments" could always complement or override
the "sector-specific commitments". Thus, both sectoral
and horizontal schedules have to be read in
conjunction with each other to understand the extent
and the nature of commitments undertaken in a
particular sector. There is, however, a possibility of
putting limitations in the horizontal schedule of
commitments implying that it can undermine the
sector-specific commitments.
• When "None" is entered in the horizontal schedule
(Market Access and National Treatment) of a
Member, it basically means to commit itself to have
no measure which violates the MA/NT for a
particular mode of supply either in a specific sector
or across the board.
• The term "Unbound", when entered in a Member’s
schedule, implies that "no commitment" is made. That
is, the Member retains the right to put restrictions in
the sector(s) for that particular mode of service
delivery.
• The other entries, which include specifying certain
restrictions or limitations, are referred to as "partial
commitments".
Market Access
Market Access commitments prescribe the
“minimum” treatment or “treatment no less favourable”
that a foreign service or supplier must be given by the
Member concerned. Article XVI of the GATS provides
for each Member to undertake commitments relating
to specific service sectors by inscribing them in their
schedule. Given that services can be internationally
traded through the four modes of supply, a Member
who wishes to make Market Access commitments
in a particular sector must identify and inscribe
for each of the four modes in its commitment
schedule.
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Article XVI:2 describes how market access
commitments operate. For services listed in its schedule,
a Member cannot maintain any of the limitations on
Market Access that are specified in the six subparagraphs, unless otherwise indicated in its schedule.
The prohibitive quantitative restrictions include
limitations on the number of service providers, on total
value of the service transactions, limitation on
participation of foreign capital, in percentage terms on
the shareholding pattern or total value of foreign
investment in aggregate or single equity.
National Treatment
Under Article XVII:1 each Member shall accord to
services and service suppliers of any other Member, in
respect of all measures affecting the supply of service,
treatment no less favourable than it accords to its own
like service and service suppliers. This National
Treatment obligation in GATS is similar to National
Treatment obligation in GATT 1994 (Article III).
However, this obligation is only limited to the
commitments made in the Member’s schedule.
There is a difference between National Treatment
obligation under GATT and GATS. Under GATT, the
National Treatment principle applies across the board.
The reason lies in the nature of services trade. National
Treatment for goods does not necessarily mean free trade
because imports can be controlled through tariffs. In
contrast, given the impossibility of having a tariff
measure across services trade, the extension of National
Treatment in services could be tantamount to granting
free access.
Additional Commitments
Article XVIII provides a framework for negotiating
commitments with regard to measures not falling under
market access or national treatment. Such commitments
include qualifications, standards, and licensing issues.
More could be added to the list. Additional
Commitments currently play an important role in
telecommunications where some 70 Members have
inscribed a so-called reference paper in the relevant
column. This paper contains a range of regulatory
disciplines, competitive safeguards, transparency and
institutional obligations. These go beyond relevant
provisions in the Agreement. The reference paper was
developed by an informal group of countries and WTO
Members remained free to inscribe it, with or without
modifications. However, the subsequent obligations are
as legally binding as any other commitments laid down
in schedules.
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Progressive Liberalization
Negotiation of Specific Commitments
Part IV of the GATS text deals with "Progressive
Liberalization". Article XIX:1 makes it mandatory to
enter into successive rounds of negotiations. This shall
begin no later than five years from the date of entry into
force of the WTO Agreement and should be continued
periodically thereafter. The primary aim of such
negotiations was to achieve progressively higher levels
of liberalization. However, according to Article XIX:2,
the process of liberalization "shall" take place with due
respect for national policy objectives and the level of
development of individual Members, both overall and
in individual sectors. There is some flexibility within
GATS for developing country Members. It allows them
to open fewer sectors, liberalize fewer types of
transactions, and increase their Market Access
commitments in compatibility with their domestic
development situation.
For each round of negotiations, guidelines and
procedures shall be established for an assessment of
trade in services. This is to be carried out by the Council
for Trade in Services. It is required that the negotiating
guidelines "shall" establish modalities for the treatment
of autonomous liberalization undertaken by the
Members since previous negotiations, as well as for the
special treatment for least developed countries. GATS
further specify three approaches of negotiations, which
may be adopted towards achieving the goal of
progressive liberalization. These are: bilateral,
plurilateral and multilateral.
Modification of Schedules
Article XXI provides the rules for modifying or
withdrawing the specific commitments. The applicable
provisions can be invoked at any time after three years
from the date of entry. Thus, subject to compensation,
Members can adjust their commitments to changes in
circumstances or in policies.
Institutional Provisions
Dispute Settlement
Part V of the GATS Agreement contains provisions
related to institutional framework, specifically to the
dispute settlement. Articles XXII and XXIII provide for
rules related to the consultation process and Dispute
Settlement Understanding. Differing from GATT a little
bit, Dispute Settlement Body, under GATS, may only
authorize suspension of concessions where "it
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considers the circumstances which are serious enough
to justify such action" (Article XXIII:2). By virtue of
Article XXIII:3, the concept of non-violation or
nullification is extended to GATS.
A separate Ministerial Decision on Certain Dispute
Settlement Procedures for the General Agreement on
Trade in Services provides for the establishment of roster
of panelists. These panelists are supposed to have
"experience in issues related to the GATS or in Trade in
Services, including regulatory matters".
Council for Trade in Services
The Council for Trade in Services has been
established under the GATS to further the objectives of
the Agreement. The Council can establish subsidiary
bodies for effective discharge of its functions.
Annexes and Attachments
A series of annexes and attachments are added at
the end of the legal text of GATS. These annexes
comprise regulatory principles agreed upon in specific
sectors and decisions on specific issues. Included in
annexes are MFN exemptions, movement of natural
persons, air transport services, financial services,
maritime
transport
services
and
basic
telecommunications. The attachments on the other
hand, consist of a series of Ministerial Declarations
pertaining to the implementation of the GATS. These
include decisions on: Institutional Arrangements;
Dispute Settlement Procedures; Services Trade and the
Environment; Movement of Natural Persons; and
Professional Services, among others. The basic purpose
of the annexes and attachments is to give a framework
on procedural and implementation issues in these areas
along with a timeframe for future discussions on specific
issues.
CONCLUSION
The GATS is structurally much more complex than
the GATT. Among the most prominent differences is
the existence of four modes of supply and of two distinct
legal provisions, market access and national treatment
that determine conditions of market entry and
participation. Thus, while a tariff schedule under GATT,
displays one tariff rate by sector/product group, all
specific commitments under the GATS consist of at least
eight inscriptions, four each under Market Access and
National Treatment. The Agreement allows the Member
countries to put up sector- or mode-specific constraints
they may come across in the scheduling process and to
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gradually liberalize their services trade in line with their
national policy objectives and levels of development.
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Nonetheless, domestic regulators especially in
small developing countries may have doubts in
negotiating or liberalizing services trade. From their
perspective, the complexity of the Agreement is a
difficult negotiating challenge which further
complicates internal decision making. There are
various challenges like consultation procedures with
the Ministries and the private sector, interpretation
of requests received from, and the preparation of offers
to be sent to trading partners while making
commitments.
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The GATS was a work in progress when it came
into being. The reason to have Progressive
Liberalization added into the Preamble and text
showed the intent of the drafters and the resultant
economic gains from liberalizing. However, inserting
a process for negotiation of specific commitments to
regulatory change within a multilateral rule-based
institutional and legal framework has been less than
entirely successful. Consequently, there have been
shallow commitments to market access from 2000 till
today. The possibility of liberalization continues to
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cooperation.
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It is important to recognize that both in theory and
practice, atleast in some areas, the trade-offs may still
exist between the gains from liberalization of trade in
services and sacrificing regulatory flexibility. The WTO
will have to keep in mind that with technological
advancement, newer and renewed regulatory challenges
are posed for it to keep the services trade negotiations
going on.
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