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Preferential Trade Agreements and India:

A Review of Issues
Debashis Chakrabortand Arnab Kumar Hazfa
Introduction

Since the inception of WTO in 1995, the volume mtra-WTO trade has steadily
increased and presently stands over ninety peftresspite of this fact, the debates
over the remaining barriers at the multilateraufarare far from being over and act as
a major force behind formation of a number of traties in the recent years. A trade
bloc allows the signatory countries to grant predéial treatment to goods (and
services) of other members as compared to the dealeountries. In the present
framework we denote Regional Trade Agreements (R TAXZeferential Trade
Agreements (PTAs). Customs Union (CU) and Free drAdeas (FTAS) as trade
blocs. Before proceeding further, the differencevben the various trade blocs needs to
be explained. CU refer to an institutional arrangetn allowing internal free (or
preferential) trade among the members, and thesgeha uniform tariff on the goods
coming from non-member countries. In other wordgaldishment of CU implies
convergence of two or more customs territories single customs territory. On the
other hand, internal free trade is ensured in o8& As, but the members reserve the
right to charge differential tariff to non-membefBlearly the latter option provides
much higher policy leverages to a country, as coetpto the first one.

The preferential access on intra-bloc trade cowdglkanted either to all products
across the board, or just to specific groups ofipets as decided among the members
The number of trade blocs has increased sharplyesii®95, crossed the number of
WTO member countries by 2001Commenting on this trend, the WTO Annual Report
(2003) notes that:

"The rapid growth in regional trade initiatives baga decade or so ago and seems
to have developed into a headlong race: virtualgre WTO Member is today
engaging further on the RTA track as part of itdér strategy, increasingly for
defensive reasons, to protect market access...prhtigeration of RTAs, especially
as their scope broadens to include policy areasagoiated multilaterally, increases
the risks of inconsistencies in the rules and ghoees among RTAs themselves, and
between RTAs and the multilateral framework. Thsslikely to give rise to
regulatory confusion, distortion of regional mageand severe implementation

! Research Associate. Rajiv Gandhi Institute fort€mporary Studies

2 Fellow, Rajiv Gandhi Institute for Contemporarydes.

3 WTO Annual Report (2001). p. 22

* For example, in the recently established India-Bsinka FTA, the number of products in
India's "Open List' is greater than that containied the corresponding list offered by Sri
Lanka.

® "Eighteen RTAs were notified to the WTO in 200&reasing the total number of notified agreements i
force to 193." WTO Annual Report (2004). p. 68. €uatly as many as sixty proposed RTAs are under
negotiation. In June 2002, only four WTO Membelanely Japan; Hong Kong, China: Macau, China:
and Mongolia were not part of any RTWTO Animal Report (2003). p. 26.
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problems, especially where there are overlappingsxt

Diagram 1 in the following shows the notifications of RTASGATT and WTO during
the period 1948-2002:

Diagram 1: Evolution of Regional Trade Agreementsri the world, 1948-2002
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Source WTO Annual Report (2003)

The recent drive towards regionalism is newer andhmwider than the earlier period

because of three reasons. First, the number ofl@®ad developing blocs is one the

rise, while in earlier period developed-developedieveloping-developing blocs were

more predominant. Second, the trade blocs in eathgs usually concentrated in a
particular geographical region, but most of theentcones are spread beyond the
geographical boundary of one continénthird, the emergence of overlapping
regionalism in recent times ('Spaghetti bowl', @sned by Bhagwati) has not been
observed before.

Apart from the phenomenon of multiple-membership' tade blocs, another
distinguished feature is that most of the new blaes WTO-plus in nature. In other
words, the members of the PTAscord higher protection or access to the paraeer,
compared to the same it would have given, as p&/TO commitment. For instance,
in case of TRIPS, the FTA members provide highegllef protection (as compared to
the correspondindRIPS agreement) to each other's products, which is aéiened as
‘TRIPS-plus® Similarly, in case of services, the provision afttér market access to
each other in the blocs (as compared to the GAT&eawent) is actually 'GATS-plus'’
in nature.

Upto 2002 (i.e., the period following Doha minisay India depended primarily on

® WTO Annual Report (2003), p. 27

" For example, the European Union has signed RTAsseveral Mediterranean countries and the United
States has signed two separate agreements wigh ($885) and Singapore (2001). It has also arratexh
agreement with Australia for establishment of tH&\FIn addition, negotiations for entering into FTA
with Morocco. Chile and Southern African Customddginare going on.

8 Khan and Debroy (2005).



multilateral liberalization for trade growth, andasvnot part of any active trade bloc.
However, since then it has entered into negotiatiopreferential trading arrangements
with a number of developing countries, spread dA&n, Southern Africa and Latin
America. The current paper is organized alongdhewing lines. First, the WTO rules
on RTAsPTAs are discussed in brief. The current statusegbtiations on preferential
agreements concerning India is presented nextllfitiee potential gains from the
intended trade blocs, both direct and indirect,cerayzed.

Section |
Preferential Trade Agreements: The WTO Provisions

The goal of WTO (and its predecessor GATT in ead&ys) is to promote free trade
and closer integration among all member countAssseen from Diagram 1, the trend
in bloc formation incresed since 1970s, and thebmrmof operational blocs was quite
large during mid 1990s. In order to put a checkpotential trade-diversion (i.e., to
foster higher economic ties among some memberdyoulit hurting others), an
agreement on the RTAs (known as Article XXIV of GATwas included in WTO
However, by their very nature of existence, RTAevide differential treatment to
member countries at the cost of non-members. laraotlords, it is a diversion from
the MFN principle, the building blocs of WTO. Acding to World Bank (2000),
Article XXIV requires the following:

° The purpose of preferential trade agreements ifatditate trade between
constituent territories, and not to raise barrtersther countries that may wish to
trade with them. Non-member countries are, theegfarprinciple, not supposed to
face any discrimination with regard to regulatonpgedures or other type of
barriers, as compared to member countries.

. In order to avoid any unnecessarily protectionigchanism, it is mentioned
clearly that the provisions of this agreement stiowdt violate natural advantages
accorded to any non-member contracting party; tarmational arrangement like
the Treaties of Peace. Therefore, the purposeQif ar of a FTA is to encourage
facilitation of trade between constituent terrigaribut not raising barriers to trade
flows of other contracting parties with such temigs. Article XXIV also requires
ensuring that the applied trade duties and othemuoercial regulations in the post-
bloc formation period should not be higher or marictive than they were in the
pre-bloc period.

® Several countries can enter into an interim agreémoeform RTA but the process
should not be an open-ended one. They should folomonstructive plan and
finalize the formation of the CU or FTA within aasonable length of time. If,
however, there is a substantial change in ther@iglan or schedule, the RTA-
members have to communicate that to other courdaridggive them a full account
of the recent developments.

In addition, provisions related to trade in sergsiege addressed under Article V of the
General Agreement on Trade in Services (GATS), whalls for nondiscrimination by
RTAs on a sector-by-sector basis. It requires $katices exporters from non-member
countries, who were engaged in "substantive businasan RTA territory in the pre-
bloc formation period, must receive a treatmenivadent to bloc-members. However,



Article V provides no clarification on what it mesaby "substantially all trade™ other
than stating that this must be "understood in teomsumber of sectors, volume of
trade, and modes of supply”.

The WTO regulations involving developing country ATare known as "Enabling

Clause", which was introduced in 1979. The prowvisgignificantly relaxes the

conditions regarding coverage of trade, allowarfgerovisions for reducing tariffs on

mutual trade, non-tariff measures etc. They alspeegnce a relaxed treatment
concerning the need to provide RTA treatment to-m@mber country firms with

"substantial business" within their territories.caecding to the World Bank (2000),

developing countries receive significant "flexityli on the coverage ("substantially
all") provisions regarding non-discrimination tommembers.

To expand the scope of liberalization under RTAgiche XXIV calls for lowering of’
trade barriers' and not only 'tariff barriers’, réi®y including non-tariff barriers
(NTBs) as well. However, it has been pointed ootrfrtime to time that there exist
various loopholes in the provision, which allows thembers of trade blocs to impose
barriers on exports of excluded countries. Fifs¢, tack of precision regarding the
coverage of trade, i.e., defining "substantiallytedde", is a major point of debate.
Second, the requirement of reducing "other restactegulations of commerce" is
equally ambiguous, and leaves substantial scopediction of barriers even alter the
self-proclaimed liberalization of the RTASimilarly without any specific explanation,
the coverage of the phrase 'other' is very ambigudthile several exceptions to this
requirement are explicitly identified, a numberbdIBs, including antidumping duties
and provisions for emergency protection, are nd@tARnembers can thus construct
domestic policies in such a manner that accesmpbrits from non-member countries
might be impeded. Third, the 'rules of origin' (RO@quirement applicable to the
value-added products from the excluded membersnahar major debated issue,
further complicated by the use of questionable fdam and lengthy procedures by
various blocs?

The Evidence of Trade Inwardness: A Global Perspeite

Table 1shows the trends in intra-bloc exports over thetlagy years, which portrays
a mixed scenario. While the intra-bloc export oé ttheveloped country blocs like
APEC EU and NAFTA are quite high, the same for develgpaountries are not,
barring the exception of EAEGvhich however includes Japan as a member (the
details about the blocs is providedAnnex 1).It is observed that the trade-inwardness
of the bloc members is also growing over the yeladia is a member of two blocs
shown in the table, Bangkok Agreement and SAARGQ. lkath the two blocs, the

°Trade Bloc Policy Research Report, World Bank (3000

19 For example, EU'agreements with Poland and NAFTA contain 81 andp2@fes, respectively, in the
ROO section. NAFTA'ROO have serious protectionist effects in someosecind can successfully
divert trade from lower- to higher-cost sourcest Egample, most varieties of clothing produced in
Mexico gain tariff-free access to the United Steaesl Canadian markets, only if inputs are sourced
virtually 100 percent in North America. In the amimbile industry, NAFTA'$2.5 percent local content
requirement has induced Japanese automobile mamgesc with plants in Canada to produce
components in the United States, rather than ingh@éper ones from Japan. NAFTA ROO require color
television tubes to be of North American originugiag five television tube factories to be planoed
established in North America by Japanese or Soutedh firms, at the expense ill expansion in
Southeast Asia. Trade Blocs Policy Research Repamtld Bank, p. 76.



initial volume has been very moderate and tradeddness has increased at a slow
rate. It deserves to be mentioned that most oflsanajor trade-partners are members
of more than one trade bloc. World Bank (2000) Bhdgwati (2002) notes that Latin
American and African countries have entered intdtipla blocs, and often it is very
difficult to understand which bloc they activelyldweg to. The trade-inwardness is
likely to go up, with the recent expansion of Bt the completion of the negotiation on
Free Trade Area of the Americas (FTAA) in comingrge’ However, it has often been
argued that trade diversion is not always an explesult of bloc formation, as in
most cases the volume of trade among the bloc-memis historically significant
(i.e., even in the pre-bloc period).

Export, Imports and Competitiveness of India: A brief Overview

A Brief account of India's export and import isyided in Tables 2 and 3 respectively
(the descriptions of the HS section are providednnex 2). In case of exports while

shares of chemicals, base metals and machinergguigments have increased, the
shares of textiles and primary goods have fdffeBimilarly, in the case of imports

while the shares of oil and gems and jewellery haeecased, the share of primary
goods has declined. On the whole, the relativetipasi of export and import shares
have not changed to a great extent.

The changing face of trade direction of India aleeds to be mentioned briefly. The
share of developing countries in Africa. Asia aratil. America in India's exports has
increased since early 1990s, at the expense offdJoamer USSR. However, export
share to USand Canada has also increased. A similar pictureofiged in case of
imports; the share of Africa and Asia has subsdiintincreased over this period, this
time at the cost of North America and EU

A quick look at the export performance of India wWwbunot be irrelevant here.
Tendulkar (2000) discussed the Indian export peréorce in the light of the same by
South-East Asian economies, and stressed the iampertof the export-oriented
policies in economic growth. Although with the cdetmn of the ten-year transitory
phase of WTO (1995-2004), the relatively competitsectors of the economy are
expected to grow at a higher rate (e.g. - for lexiroducts, see Nordas (2004)), there
are concern areas as well. Storm (1997) pointshatitdomestic constraint might limit
the growth of export potential. Last but not thaste several studies have been
undertaken to measure the competitiveness of Inglidastries and their exports.
Kathuria (1995) and Kumar et al (2000) has shovat tluring the 1990s, although
export competitiveness has increased for sevechbrse simultaneously the same has
declined for a number of labour-intensive productiugs, which could hardly be
considered as a positive sign. Focusing on thédesector, Verma (2002) also came
out with a gloomy picture. In other words, thersubstantial scope for enhancing the
competitiveness of the industries. In this backghugiven the incidence of NTBs on
Indian exports® and the slow pace of multilateral trade liberdlaa obtaining
preferential access in export markets would beeext¢ty crucial for Indian

 the Official Web-Site of Free Trade Area of the éxinas”, http://www.ftaa-alca.orlyficw_e,asp

2 The underlying cause of this decline for textéetsr is probably the incidence of MFota, which
has imposed a constraint on this sector, causirgjative decline in export growth vis-a-vis the non
guota sectors.

13 See Bhattacharyya (1999) and ESQ&B00) for details.



industries.
Evolution of Indian views on RTAs

In the pre-Doha period. India was mainly reliantronltilateral liberalization for
export growth and was not part of any active trialde. However, from 1995 onwards,
the number of RTAs and PTAs were on the rise. Tddsto trade-diversion owing to
increasing trade-inwardness of the blocs, and ictsfbver rules of origin was a major
point of concerd? India also raised its voice over circumvention aboedural
liberalization undertaken due to RTAs, especialty textile products, at several
occasions? Its decision to stay loyal to the process of Hatéial liberalization has
been praised by WTO at tim&sHowever, since the experience at Doha (2001), andi
started to get involved in various forms of prefitiad trade arrangements on both counts
- (a) to ensure an assured export market, (b) harese bilateral relation with other
developing countries. The Cancun (2003) experigmogided a boost to this trend.
Although the new government (elected in May 2004¥ llecided to cautiously
proceed for signing of the preferential agreemeatgresent India is involved in a
number of similar negotiations.

Even after the shift in attitude towards trade bJdoidia has been vocal on various
protectionist loopholes present in the currenteaysat times. On 6 June 2003, India
submitted a proposal to the WTO Negotiating Group Rules (Document No.
TN/RL/W/114). The document voiced India's concesmsr the ongoing procedures
under Article XXIV of GATT, and demanded that changes should be made so that
RTAs, "complement multilateral trade liberalisatiand not create complications for
that goal or occur at the cost of trade or develapnof countries not members of
particular RTAS"

The document opines in favour of continuing the dBmg Clause" framework,
which it believes is extremely important for thevel®ping countries:

".. any attempt to dilute the provisions of the Binag Clause would be contrary to
the spirit of the WTO framework as well as of theha Ministerial Declaration.
The development dimension of the Enabling Claus¢h#& while developing
countries seek greater economic integration witleiotountries, they also need
to have enough policy space to be able to adjugjréater competition in the
domestic markets or to calibrate their market Blisation to their individual level
of development. It also provides them flexibilityn imaking structural
adjustments, a mechanism to build public consefsus$rade liberalisation led
reforms and also a laboratory to learn the lesswinmarket opening without
paying a prohibitive price in terms of social armb®omic upheavals, that may, at
times, be paid when such an opening up is at tHelateral level.”

4 Bhagwati (2002).
'3 |India and the WTOVol. 1, No. 8, August 1999. p. 3.

' The WTOAnNnual Report (2003) praised the believers in fatétialism by saying, "As some Members
(notably Australia: Hong Kong. China: India: andv@ipore) have shown, unilateral liberalization can
also be in their national interest”, p 11. It afdressed. "As of June 2002, only four WTO Members -
Japan; Hong Kong, China; Macau. China; and Mongoli@re not party to a regional trade agreement
(RTA)". p. 37



The document further talked about ensuring tramspmar on formation of RTAs
under GATT Article XXIV, i.e., dissemination of kmbedge about them. Quoting the
example of Indian textile and garment industry, gneblems of 'rules of origin’
were highlighted in details. The concern over thgué of ROO is that the value-
addition norm that a country needs to conform wntlerder to obtain the preferential
treatment is often complex and hurts developinghtees more than their developed
counterparts! The Indian positions are stated in the following:

® |t is recognised that a complete harmonisationrefgoential rules of origin would
neither be practicable nor desirable as such prefiat rules of origin are often
derived from production and trade structures ircg@la Nevertheless, some of the
existing provisions of preferential rules of origihave significant trade
diversionary effect or create barriers to tradeaf-RTA Members... The effect of
such rules for non-RTA Members is very harmful tipalarly for such countries,
which enjoy a traditional market access for fabicsuch countries...

® Another complex origin rule identified in a RTAtisat for clothing and coats to be
entitled to the benefit of preferential tariff, ilngs should originate from the fabric
stage from one of the RTA Member countries. Sudbsrappear to go far beyond
the requirement of substantial transformation eagesl under value addition
criteria.

® Another area of concern in existing PROs is thegleaice of a system of diagonal
cumulation between various RTAs or for some coestvis-a-vis an RTA without
any formal agreement as understood under GATT lar¥XIV."

The document recommended that, "In view of thisyauld be useful to arrive at an
understanding that rules of origin are other retijpig of commerce and that they
should meet the criteria set forth in GATT ArtiddXIV:4 and XXIV:5, namely, that
they shall not raise barriers to trade of non-Meraloé RTAs."

Among other concerns raised by the policy docuntentjers on primary products due
to RTA creation was also mentionedgutting the provisions for harmonisation of rules
of recognition for SPS/TBT measures between the Ré&nbers on a fast track

procedure or a simplified procedure, acts as barri® exports for non-RTA
Members." The document called for elimination dfsaich existing policies.

Section Il
The Current State of PTAs India

In this section, a brief overview of the currerdtss of the preferential arrangements

" 1n this connection it needs to be mentioned thdial lodged a case against (55 243) complaining

on the WTO-compatibility of the latter’'s rules ofigin applicable to imports of textiles and apparel
products as set out in Section 334 of the Uruguayn® Agreements Act. Section 405 of the Trade and
Development Act of 2000 and the customs regulatimmementing these provisions. However. India's
claim was rejected as on 20 June 2003. The Paneluaned that India failed to establish - "(a) secti
334 of the Uruguay Round Agreements Act is incaestsvith Articles 2(b) or 2(c) of the RO Agreement
(b) section 405 of the Trade and Development Attdensistent with Articles 2(b). 2(c) or 2(d) bEtRO
Agreement: and the customs regulations containeé®iC.F.R. $102.21 are inconsistent with Articles
2(b), 2(c) or 2(d) of the R@greement." WTO. Updates of Disputes, (Document WE./DS/OV/22.
Dated 14 October 2004).



involving India is provided. Currently India is iolwved in two types of arrangements -
preferential trade agreements and free trade agrgsmin addition, the negotiations
are currently on with a number of countries.

A. Preferential trade agreements
1.  Bangkok Agreement

The Bangkok Agreement (BA) signed in 1975 as atmative of Economic and Social
Commission for Asia and the Pacific (ESCAP), igefgrential tariff arrangement that
aims at promoting intra-regional trade through exge of mutually agreed
concessions by member countries. Till now, six ttemviz. Bangladesh, China, India,
Republic of Korea, Lao People's Democratic Repubin Sri Lanka are signatories to
the Agreement. Several other countries includingisian, Fiji, Iran, Nepal, Vietnam,
Japan and New Zealand have indicated their desjart the proposed trade bloc.

2. SAARC Countries

For increasing intra-region trade among members dibeviating poverty and
promotion of sustainable development, SAARC waaldisthed in 1985. In 1991, at
the sixth SAARC summit, the idea for formation oAARC Preferential Trade
Arrangement (SAPTA) was proposed, and the framevegiieement was signed in
1993, which came into force from 1997. A framewagkeement for free trade between
the member countries of South Asian AssociatiorRegional Cooperation (SAARC)
- India, Pakistan, Bangladesh, Nepal, Bhutan, @nkia, and Maldives - called the
South Asian Free Trade Area (SAFTA), was signedhieyForeign Ministers of these
countries at Islamabad, in January 2004 at the SZAZARC Summit. The SAFTA
framework treaty seeks removal of trade barrielgspd elimination of tariffs and
establishment of a ministerial level mechanism &dministering the treaty and
dispute settlement among members. The free tradeemgnt would allow for
relaxing visa requirements within the region, anduge smooth movement of goods,
people, and services.

At the 12th SAARC Summit, along with a far-reachidgcument committing to a
series of new steps to tackle terrorism, the lesaddopted a protocol on elimination of
poverty including establishment of a regional fdmahk, and signed a social charter
(together these are known as the Islamabad DeolayatThey also decided in
principle to work towards creation of a South Asisazonomic Union by 2020.

The treaty is supposed to be operational by JanLia®006. Tariffs will have to be
brought down to 20 % in the non-least developed3).BAARC countries and 30 % in
the least developed countri®sindia has already implemented its obligation. The
tariffs will be brought further down to between 6384 in the non-LDC and the LDC
countries in five years and eight years, respdgtis per the agreement, the seven
SAARC countries will have to accord preferentiaktiment to each other's products as
well as undertake additional measures, includingmbaization of standards,
reciprocal recognition of tests, accreditationasting laboratories and certification of
products

18 Bangladesh, Bhutan, Maldives and Nepal are LD@sle India, Pakistan and Sri Lanka are developing
countries



Apart from simplifying business visa procedureg #greement provides for making
exceptions to foreign exchange restrictions, if,amjating to payment of products
under the SAFTA scheme, simplification of bankinggedures for import financing,

removal of intra-SAARC investment barriers, simpbtion and harmonization of

import licensing and registration procedures.

The treaty also paves the way for the creation 8A&TA ministerial council (SMC)
and a committee of experts (COE), besides haviegiapand differential treatment
for LDCs and safeguard measures. While the Sktitnprising commerce and trade
ministers, will be the highest decision-making boesponsible for administration, the
COE will act as the dispute settlement body.

However, concessions granted under the SAARC Fmtiaf Trading Arrangement
(SAPTA) shall continue to be available to membantoes till the completion of the
trade liberalization programme. SAFTWould help the seven members to move to a
free trade area based on negative lists from tasept system of preferential trading
based on positive lists. The agreement will alke tato account the interests of the LDC
members and not violate members' obligations uingeWwWTOand other agreements.

SAARC countries are considering the adoption obmmon currency to be used in
the region, which was originally proposed by Indiche Indian foreign minister
disclosed that the SAARC meeting had pondered theeicreation of a South Asian
Economic Union from 2020-2050. The SAARC financaisters will be looking into
options, other than SAFTAo boost free trade. The SAARC finance ministecailey
examine the proposal and make its recommendationdue course of time for
cooperation. However, the SAARC members are notgady to consider a common
currency.

All the seven SAARC Countries are quite optimistiocout the implementation of
SAFTA from its scheduled date of January 1, 200® differences that had persisted
so far have been ironed out largely. The major bting block was the relation
between India and Pakistan. Bilateral issues nowndb seem to threaten the
multilateral issue of a FTA. Now that both IndiaddPakistan have put the past behind
in the larger interest of promoting sub-continestidarity to reap peace dividend so
as to focus on development through phased freedfotnade and investment, creation
of adequate transport and transit infrastructurdaénform of building expressways,
bridges, roads, railway linkages, containerisatiomarehousing facilites and
investment-inducing measures, besides harmonizatibncustoms facilities and
simplification of rules for business visas shoutdupy the highest priorit}?

The potential of trade within SAARC countries isghu SAARC Chamber of
Commerce and Industry (SCCilne apex business organization of the SAARC region,

has predicted doubling of trade among member ciasnafter the SAFTAomes into
effect.

3. MERCOSUR Countries

India has signed a Preferential Trade AgreementAJP¥ith the MERCOSUR

9 n this connection, it needs to be mentioned bwh Bangladesh and Pakistan believes that China
should also be part of SAARC and they have raibedpbint at times, although it has never been a
major issue of discussion.



countries (Brazil, Argentina, Uruguay, and Paraguaylanuary last year and hopes
that it will soon be transformed into a Free Traflgreement. Although the
MERCOSUR countries as a group have signed the PittAlmdia, Brazil remains the
main partner. Even at WT@eveloping countries have formed a bloc while niagog
with developed countries like the USA and the EesspUnion and in this bloc, India,
Brazil, China and South Africa are the most promirend vocal leaders. The signing
of the PTA in fact, coincided with the Brazilian presidentiz.inacio Lula da Silva's
visit for the Republic Day celebrations last yeaframework agreement for the PTA
was signed in June 2003. India is seeking a lowty dccess to the MERCOSUR
region for 548 items, including auto parts, cheisicgpharmaceuticals, textiles
products, engineering goods and handicrefSRCOSURIs seeking duty reductions on
nearly 450 agricultural products in a list of 1,5@0ns submitted during negotiations for
the PTA The other products in their list are auto partgrmaceuticals, aircraft and
aircraft spares and forest products like wood andoden boards. India and
MERCOSUR will also negotiate a FTA with zero dutcess for products from both
parties in due course.

The indicative trade potential is several timesdimeent value of bilateral trade, which
is presently limited to a narrow range of produgtspresent, 72 % of India's imports
from MERCOSUR comprise agricultural products, ofahirsoya accounts for 55 %. On
the other hand, 79% of MERCOSUR'S imports from ladionsist of manufactured

products. Based on the considerable complemee®agtisting in the two economies,
officials believe that bilateral trade could partaly grow in non-cereal agricultural

products and processed foods, marine products,ioasand steel products and alloys,
light engineering goods, automobiles and auto-comapts, drugs and

pharmaceuticals, textiles and clothing and softveare IT. A study entitled 'Strategy

for Quantum Jump in Exports' conducted by the Eank of India says that India can
achieve exports worth $ 1.8 billion to Latin Amemc Countries by 2007 in an
identified set of 100 products, provided approgritrategies are adoptéd.

B. Free Trade Agreements
1. SrilLanka

The first Bilateral Free Trade Agreement (FTA) thais signed by India was with Sri
Lanka. The Agreement was signed on 28th Decemi®@8 &8d came into operation
from March 2000. The Agreement aimed to establishree Trade Area through
elimination of tariffs in a phased manner. Undex BTA India's commitment was to
reduce tariffs to zero on 1350 tariff lines immeelia on implementation of the
Agreement. For the rest, except 429 items includethe Negative List, across the
board duty-free access was given over a period ofe&s from the date of
implementation of the Agreement. There is a taate quota on tea for 15 million
kilograms and on garments for 8 million pieces.c8irl8th March 2003, India's
commitment of duty reduction has been complete@ ifdms in the Negative List of
429 tariff lines at 6 digit level of Harmonized Go(HS Code) are from various sectors
like rubber and rubber products, paper and papamdso plastics and products thereof,
coconuts, alcoholic beverages and textile items, $ti Lanka on the other hand
committed to give 100% duty concessions on 319fténes from the date of
operationalization of the Agreement. In additidnhas given 50% tariff concessions
on 839 tariff lines from the date of operationdiiza of the Agreement, which has

20 Sec http://www.eximbankindia.com/press030827.tiemtletails.
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been deepened to 100% subsequently. For the rergaitems, Sri Lanka is
committed to reduce tariffs to zero percent ovpeaod of 8 years in three phases i.e.
by 35%, 70% & 100% before the expiry of 3rd, 6tld &th year respectively. In other
words, India’'s exports on these items get 35% daoicessions from Sri Lanka as on
today. Sri Lanka's Negative List comprises of 1181f lines.

The preferential trade under the FTA is governethieyRules of Origin which specify
three criteria, namely: (i) the domestic value addishould lie 35%, (ii) inputs to
undergo substantial transformation at 4 digit lefetustoms harmonized code and (iii)
a list of operations like simple packing, cuttingdaassembly etc. have been defined
which would not qualify for duty free market accedsurther, if the raw
material/inputs are sourced from each other's cpuihien the value addition is reduced
to 25% within the overall limit of 35%.

India and Sri Lanka have agreed, in principlenidude trade in services to widen the
FTA ambit and a taskforce has been set up in dgard to draw up future programme.
Presently both countries are tying to move fronTA o a Comprehensive Economic
Partnership Agreement (CEPA) as there exists sogmf scope for expansion of trade.
Accordingly, a Joint Study Grou@dSG was set up to explore ways and means of
deepening and widening the economic cooperatioougir a CEPA The JSG
completed its study and had submitted its repoatober 2003 in New Delhi. The
negotiation process is currently on.

The FTAhas resulted in India becoming one of the leadmvgsting countries in the
island nation. Indian exports to Sri Lanka weretivabout $840 million while that of
Sri Lanka to India was in the range of $140-160iaml Since March 1, 2000, the two-
way trade has grown from Rs 3,130.07 crore durid@0201 to Rs 3,330.10 crore
during 2001 -02 and to Rs 4,896.67 crore during220®.

2. Thailand

India and Thailand have entered into an understgrah allowing a phased reduction of
Customs duties on 82 items the two countries imgmi each other, from
September 1, 2004 under what is known as the Eatyest Scheme (EHS). Custom
duty would be reduced by 50 % from September 14260August 31, 2005, and by
75 % from September 1, 2005 to August 31, 2006alinfrom September 1, 2006,
there would be 100 % reduction of tariffs on th88eitems. All products where the
applied MFN rates are zero shall remain so.

Negotiations on the full FTA and that related teastment and services have started,
which needs to be completed by 2006. The full FTih @@ame into force from 2010.
For that a negative list will be drawn up and ingrthis negative list, all goods will have
zero tariffs when exported to the other countrye Basis for Rules of Origin (ROO)
will remain the same as in the EHS and which isidated below. The entire list of
items can be implemented in a phased manner agedlter in 2010. However, the
modality is not yet finalized. Apart from theseethther areas included in economic
cooperation are trade facilitation measures; sedentified for cooperation; and
trade and investment promotion measures.

Regarding ROQbetween India and Thailand, it was agreed thatrder to qualify
for exports the following should hold:
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1. There should be a change in Tariff Heading' in cdgke final product.
This should be at a 4-Digit level of classificati@fiS Code)

3. Moreover, at least 40 % value addition must hawenbrade to the final product
that is exported, but for some exceptions.

The value addition is 40 % in general, but it varfie®m product to product. For some
products it is at 4-digit and for a few products it 6-digit level of harmonised system.
It implies that, the goods imported from a thirdiotry need to undergo 'substantial
transformation’ so that when it is exported frothei India or Thailand, it is exported
as a different commodity as per the 4-digit clasaifon level of HS Code. If the
classification were at 6-digit or 8-digit, the tsformation to another good would have
been easier. Moreover, in the process of this tanbal transformation' to another
category the value added to the final exported ycbdhould be at least 40 % over the
value of the imported good or goods. So, it is eessary condition that the 'tariff
heading' changes, but it is not a sufficient caowlitThe value addition should also be
at least 40 %. This makes the ROO clause verygiraeed.

Nevertheless, concerns have been voiced by vadousestic industries about the
implementation of the FTA with Thailand and itsguutal impact on them. Particularly,
the domestic auto component industry and the eleicis goods industry are
apprehensive about the FTSimilar apprehensions have been voiced by industry
Thailand as well. There is no doubt that firms mgkielectronic items, TV
manufacturers and OEMs must all adjust to freshpatition, which will increase over
time, as tariffs fall in stages. The FTA will aldeepen the trade and investment links and
help the two partners in formulating plans and paognes to expedite the
implementation of co-operation in the agreed-upmiass. Thus, domestic industry will
be able to take advantage of business opportunitiéhailand. Moreover, with the
stringent ROO clause, it is believed that any negagffects will be minimal and
overall the FTA will boost trade between the twamiies. The volume of trade is
growing rapidly and is expected to touch $2.1 duillby 2006.

C. Ongoing Negotiations
1.  Gulf Cooperation Council

India and the Gulf Cooperation Council (GCC) sigreedramework agreement on
economic cooperation in August 2004, as a firg gtevards exploring the possibility of
a FTA between them. GCC is a grouping of six coestr Bahrain, Kuwait, Oman,
Qatar, Saudi Arabia and the United Arab Emiraté® ffamework is expected to give
a boost to commercial and economic ties betweertwberegions. The framework
agreement is also the first bilateral agreemeneredt into by the current UPA
government.

The India-GCC Framework Agreement on Economic Cragjmn (FAC) seeks to
expand and liberalize bilateral trade relationswal as initiate discussions on the
feasibility of a FTA Moreover, the agreement provides for setting upagbint
committee on economic cooperation to oversee tippeimentation of the framework
and other bilateral agreements of protocols. Bathssare to make arrangements for
setting up of joint investment projects and faailitg corporate investments in various
fields.

~12~



Although GCC is negotiating as a group, individuslember-states of GCC
notwithstanding the framework agreement, are péeohitto undertake bilateral
activities with India in the fields covered by thgreement. Negotiations on the FTA
have started based on the Framework AgreementeTdaar be significant benefits for
both sides if the FTA materializes. The framewagkeament can lead to increased co-
operation in services, investment, transportatioommunication, insurance and
commodities. GCC is also keen on increased co-tperia other areas like science and
technology. The agreement can lead to more invessmend enhance trade growth
between India and GCC

The agreement could act as a catalyst in Indi&stefto achieve closer commercial,
economic and political relationship with GCC an@ thramework Agreement has
elements that would enable both the trading pastterexploit opportunities to the
maximum. Trade between the two regions have besmgriover the last few years.
Exports from the GCC countries to India have inseghfrom $1,565.95 million in
2001-02 to about $1,889.25 million in 2002-03. &mdexports to these countries during
the same period have swelled from $3,798 millioi$4¢913 million. Further, India's
exports had grown by 43 % in 2003-04 to about $ibbiwhile imports (excluding oil)
from GCC had risen by 72 % to $3.5 billion. Nevet#ss, it is widely perceived that
the existing trade is not commensurate with themxl that exists.

2. Singapore

India and Singapore have agreed to have a comm@®eerconomic cooperation
agreement (CECA) in the near future. Negotiatiamsa framework agreement are
currently on. The CECA negotiations include a Fieade Agreement and major
concessions to each other by way of market acomgsstment, and tax preference.
Singapore is interested in genuine market accesswvareas like civil aviation where

Singapore companies are keen to invest and haveledtaxation avoidance (DTA)

treaty thaztlplaces Singapore on par with Mauriigsa route for foreign investment
into India:

Negotiations for the India - Singapore Comprehensiconomic Cooperation
Agreement were launched on 27th May 2003 in NevhD&he launch of negotiations
followed the signing of the Declaration of Intemt ® April 2003. Subsequently, a Joint
Study Group Report on the CECA was prepared, whatved as a framework for
subsequent negotiations. The Joint Study Groupsaged that the CECA would be
structured as an integrated package of agreememigedén India and Singapore,
including:

a) A Free Trade Agreement, which would include, iraéa, trade in goods and
services, and investment.

b) A bilateral agreement on investment promotion, getdn and cooperation.

c) An Improved Double Taxation Avoidance Agreement.

% India has entered into Double Taxation Avoidanaggea&ments (DTAA) with 65 countries including
countries like U.S.A. U.K. Japan. France, Germaty, These agreements provide for relief from deubl
taxation in respect of incomes by providing exemptnd also by providing credits for taxes paidrie

of the countries. These treaties are based ondherg principles laid down in the model draft o t
Organisation for Economic Cooperation and Develagn®ECD) with suitable modifications as agreed
to by the other contracting countries.
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d) A more liberal Air Services Agreement, and OpereSkor Charter Flights.

e) A work program for economic co-operation coverimgaa outlined in the Joint
Study report, including, inter alia, the creatidntlme India & Singapore Fund,
the setting up of a second India Centre in Singapad Tourism Co-operation.

Negotiations are still incomplete, although it seeim have entered the ‘final stages'.
Private Indian trade officials say that the remagndifferences are 'minor' in nature.
The pact is likely to be signed after the ASEANMmMIt in Laos. Under the CECA
Singapore is likely to invest two billion US dokain the Indian technology,
manufacturing, financial services and aviation @ectSingapore would be getting 80
% concession on its three billion-dollar exportdridia under the CECAIndian
tariff on Singapore's goods would be lowered oher iext five years to zero level.
India would also get greater access for its manpot@ethe services sector in
Singapore.

However, certain issues are yet to be finalizedugiog the 'Rules of Origin' issue.

About 47 % of Singapore's total exports come frerexports and Indian business
is apprehensive about the possibility of 'tradeediion’ to lake advantage of the FTA
benefits. It is not clear whether the goods torbparted by India under CECA are
manufactured in Singapore or in another country Agtin, India cannot possibly

go along with Singapore on the kind of equity ldderation that Singapore is seeking
for investment in India. The extent of market ascpsovided by India is also

important.

Being CECA the negotiations entail cooperation in a lot mareas than a simple

FTA. Consequently, the question of signing a doubleattam avoidance treaty

(DTAT) with Singapore, on par or near about of &lsliDTAT with Mauritius, comes

up. To this, the government is justifiably not julpen. At the same time, the Common
Minimum Programme of the UP&overnment calls for a review of the existing
DTAT as it feels that these are potential routesnefuse by companies. Again, on
issues like giving MNCs based in Singapore the saemment, as domestic local
firms would be difficult to implement. The two caues have however, reportedly
agreed to improve double-taxation avoidance progranand set up a more liberal
environment for open skies and air transport néwecently.

With the Indian economy on a roll and a CEGA the anvil, a clutch of Singapore
companies are looking at investment opportunitiesndia in sectors like aviation,
telecommunications, [Treal estate, textile, ports and banking. Singapesees to be
the main trading hub for India in the same way asidiKong was for China for its
trade with Southeast Asia. Singapore with 1.5 bihlidollars is already the country's
biggest Asian investor and third largest afterimted States and Mauritius. In 2001,
India was Singapore's 15th largest outward investnj@l) destination, absorbing
only $ 1.3 billion or 0.6 per cent of Ol. China papul the list by absorbing $ 18 billion.
Bilateral trade between the two countries is alfimetbillion dollars with Singapore
having an edge of about two billion dollars. Theoiway trade between India and
Singapore, which stood at 7.9 billion Singapordaislin 2003, was poised for a 10
% growth this year, according to Ramakrishna KukkilCentre Director of
International Enterprise Singapore (IES). The érttrade is in favour of Singapore in
the ratio of 2:1 and the trend continues in 20@4 to
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The Singaporean textile and garment businessesbsg@gpportunity for investment
especially in joint ventures with Indian partnemsl @utsourcing of fabrics and garments
to facilitate their global textile trade. This waslicated by a delegation of Singapore
textile and garment business leaders, which visitd to explore the scope of working
together with the local textile companies and qnises.

India, meanwhile, will gain greater access to Spoge's services industry while
airlines in both countries would be looking at emsing flights and destinations.
Signing of a variety of joint ventures between @ipgre and Indian companies has
taken place lately. India's telecom company BHantierprises unveiled a 50:50 joint
venture with Changi Airport to bid for the developmh and management of Delhi and
Mumbai airports. Again, Indian Airlines signed amw@andum of understanding with
Singapore Airport Terminal Services to manage gudobandling for IA at 23 India
airports. A lot of business and investment oppatiemin the aviation sector is likely
to be witnessed and is a key focus area. The falaservices are identified as another
major item of cooperation between the two countimethe coming days. There also
lies enormous potential in the religious tourisracgpand so there is a need to improve
flight connectivity and infrastructure facilities India.

3. Bay of Bengal Initiative for Multi-Sectoral Technical and Economic
Cooperation (formally BIMST-EC)

In 1994, Thailand took the initiatives to explomeomic co-operation on sub-regional
basis involving the countries of Southeast and Iséstia around the Bay of Bengal.
After a number of deliberations of Inter-Ministdri@onsultation with the active
support of Asian Development Bank (ADB) and ESCARegional economic forum
was formed in 1997 comprising of four countriesmedy, Bangladesh, India, Sri
Lanka and Thailand. Later on Myanmar joined thib-segional group, and it was
called Bangladesh-India-Myanmar-Sri Lanka-Thailarieiconomic Cooperation
(BIMST-EC). BIMST-EC formally came into being at its 1st Ministeir@lDecember
1997 in Bangkok. BIMSTEC held its first Summit Meeting in Bangkok on JB-31,
2004, where Bhutan and Nepal joined the groupinggvasnew members. The name of
the grouping was changed to "Bay of Bengal Initvatior Multi-Sectoral Technical and
Economic Cooperation”. The joining of Bhutan angaleanto the group prompted the
need to change the name. Such a change in nomeadhas effectively eliminated the
chances of Pakistan becoming a member of thismaggroup.

Establishment of the BIMSEC was visualized to be a 'bridging link' betweewo t
major regional groupings ASEAN (Thailand & Myanmar) and SAARC (India,
Bangladesh & Sri Lanka and now Bhutan and Nepate Grouping is also an
important element in India’'s "Look East" strategg adds a new dimension to India's
economic cooperation with South East Asian cousitrie

The main aim of this group is to fully utilize tlegisting potential of member countries
for promoting economic co-operation in the six areaf investment, industry,

technology, human resource development, agricuinceinfrastructure. Each of these
areas has a lead country. India is the lead coumtiyansport and Communications,
Bangladesh in Trade and Investment, Myanmar in @ne8ri Lanka in Technology

and Thailand in Tourism and Fisheries. Moreovemnvdts further agreed among the
members to concentrate on new areas like hydronarbaod hydropower potential
development, people to people contacts, greatetraaisport liberalization, short sea
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shipping, tourism etc. However, the mainstay of tfreuping is a Free Trade
Agreement. The Framework Agreement on the BIMST-ETA was signed on
February 8, 2004 in Phuket, Thailand. The Framewagkeement includes provision
for negotiations on FTA in goods, services and stivent.

The countries have agreed to reduce tariffs from Iu2006. The terms of the FTA
will be worked out in the coming months. While nigiions on tariff reduction and
the dispute settlement mechanism are to be cordpleye December 2005, the
framework agreement has set a deadline of 200Tvéoking out the details of co-
operation in services and investments. A bulk ef idsues, such as rules of origin,
treatment of out-of-quota rates, non-tariff bagiand safeguard measures, have only
been identified and negotiations on them are airthtéal stages.

There are two routes visualized for fREA - Fast Track and Normal Track. Under Fast
Track, and for India, Sri Lanka and Thailand, wlay of these countries import
from the other two countries, it has to graduatiduce/eliminate the tariff (import
duty) between 1 July 2006 to 30 June 2009. Wheroétlyese countries import from
Bhutan, Nepal or Myanmar, it has to gradually redelaninate the tariff (import duty)
between 1 July 2006 to 30 June 2007. So, the camenit for a developing country
like India, Sri Lanka and Thailand to open up itarket is faster to imports from a
less developed country like Bhutan, Nepal or Myann@n the other hand, for
Bhutan, Nepal and Myanmar, when any of these cmsnimport from India, Sri
Lanka and Thailand, it has to gradually reducemielate the tariff (import duty)
between 1 July 2006 to 30 June 2011. When anyesetltountries import from the
other two countries, it has to gradually reducefglate the tariff (import duty)
between 1 July 2006 to 30 June 2009. So, the comanitfor a less developed country
like Bhutan, Nepal or Myanmar to open up its maikdbnger to imports from India,
Sri Lanka and Thailand than to the other less agesl countries in the agreement.
Also, the less developed countries can take longeopen up their markets to a
developing country than what is reciprocated.

Under Normal Track, the timeframes start a year |#007) and stretch for three more
years for India, Sri Lanka and Thailand, and strdtr six more years for Bhutan,
Nepal or Myanmar.

For trade in services and trade in investments, nigotiations on the respective
Agreements are to commence in 2005 and conclud08y. The identification,
liberalisation etc., of the sectors of servicesnyestments shall be finalized for
implementation subsequently in accordance withitheframes to be mutually agreed;
(a) taking into account the sensitive sectors ef Rlarties; and (b) with special and
differential treatment and flexibility for the LDEarties.

On services, the countries have proposed to gongketleeir existing commitments
under the WTO General Agreement on Trade in Sesvitkeey have also committed to
eliminate discriminatory practices governing sessic According to the framework
agreement, there will be an investment promotiah @otection agreement, while steps
will be initiated to progressively liberalize thevestment regime through a positive list
approach. This will mean that sectoral investmeilings will be reviewed, based on
requests from member countries.

The first Summit ended with the issuance of thegBak Declaration that affirmed

~16~



cooperation among the group. In the first summiteting, the member-countries
agreed, besides changing the name, to enlargedpe ®f the grouping beyond trade
and economy. The leaders of the seven countriezddo expedite talks on free trade
area, coordinate in the tourism sector and prormaséainable use of marine resources
in the Bay of Bengal after a joint survey on Ben@ailf marine resources. Besides
these, the other highlights of the discussion ideth transportation and
communication links within the two regions as veallenergy conservation.

The member-countries also agreed to set up a jeorking group on counter-
terrorism, and pledged not to allow use of theittey by terrorists to launch attacks on
friendly Governments. The summit expressed graneam at the continuing threat of
international terrorism and transnational crime tiess adversely affected the economic
and social progress of the people in the regiohad#t agreed to give urgent priority to
coordinating the efforts among member countriesdmbat this menace, including
through the exchange of information among concemgehcies and other concrete
programmes of cooperation.

The Summit also agreed to coordinate efforts toresk] as a matter of priority,
transnational issues that threaten the region, sscHIV/AIDs and other threats to
public health. The Summit sought to promote intBvacamong the peoples through
various programmes, such as the exchange of pamitamans, media persons,
students, sports persons as well as exchanges freltis of arts.

The Summit decided to develop new hydrocarbon aydropower projects and
interconnection of electricity and natural gas grasmong member countries. India
offered to hold conferences on co-operation inghergy and tourism sectors. This
indicates that India is keen to take the lead @s¢htwo key areas of economic ties in
the region. The decision to set up a centre fortezan India and to share India's
remote sensing data strengthened the inter-depemdend co-operation among these
countries, with India becoming the focal point.

The Summit members also decided to introduce bssinvgsas for easy travel to
member countries and this move is expected to gitien economic ties in the
region. The sustainable development of regionaigouis considered to be of benefit
to the member countries population by bringing amefgn currencies, stimulating
investment, and encouraging the transfer of tedgyplall of which will generate
employment within the region. New Delhi was chosenthe venue for the next
BIMST-HC summit meeting in 2006. The Bay of Bengaltiative for Multi-Sectoral
Technical and Economic Cooperation has a huge pateén explore complimentary
strengths and increase trade within the region.

4. Bangladesh

Joint Economic Council (JEC) meeting between Balegh and India took place in July 2003 at
Dhaka, where it was decided to initiate talks om phoposed Free Trade Agreement between
the two countries. Consequently, India started tiagons for an FTA with Bangladesh from
October 22,2003. As a prelude to the proposed Free Trade Agret India and
Bangladesh have agreed on a revised draft of mlat@de agreement signed in 1980
after resolving contentious issues. Reflectingdheent global sentiment on regional
trade arrangements, both countries reiterated toammitment to conclude the FTak

the earliest after the conclusion of the seconddaf talks in January 2004. However,
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no date was set for the conclusion of talks forBfa.
5. ASEAN

India is presently negotiating a FTA with ASEAN doof countries. A framework
agreement is already in place. ASEAN consists offteuntries Brunei Darussalam,
Cambodia, Indonesia, Laos, Vietnam, Myanmar, MadégySingapore, Thailand, and
the Philippines. The framework agreement provideskchange of tariff concessions
to commence from November 1, 2004. There would benamon list of 105 items on
which exchange of tariff concessions will take plagariffs will be eliminated on
these items in three years between India and sith@fASEAN countries Brunei,
Indonesia, Malaysia, Philippines, Singapore andildihd. In the case of Cambodia,
Laos, Myanmar and Vietnam, India will remove taitin these items within three
years while they will do so for India in six yeafhe FTA will be in full force from
2016.

As per the framework agreement, negotiations fee frade area in goods is slated to
be finalized by June 30, 2005 and for services iamdstments the negotiations are
slated to begin in 2005 and conclude in 2007. Natiohs on exchange of tariff
concessions under EHS have begun from NovembdQ¥,. 2

India has agreed to provide special and differemteéatment to ASEAN group and
align its peak tariff levels. India will reduce itariff for Brunei, Cambodia, Laos,
Indonesia, Malaysia, Myanmar, Singapore, Thailangd avietham in 2011.
Correspondingly while Brunei, Indonesia, Malays&ingapore and Thailand will
reduce their tariff for India in 2001, the new ASEAnembers like Cambodia, Laos,
Myanmar and Vietnam (CLMV) will do so in 2016. ladwill unilaterally extend
concessions on 111 tariff lines to CLMWhilippines, which have expressed its
reservations to the FTAhave agreed to eliminate its tariff on reciprobakis for
India by 2016.

India assesses the FTA with ASEAN very favouralblye Union Commerce Ministry,
which has carried out studies on the prospectsaforASLAN India free trade
agreement, has found that there could be numerensfits for such an arrangement.
These include the huge market size, which creatpertunities for reaping economies
of scale both from the supply and demand perspectiv

A study by the Ministry shows that there existosty trade complementarities,
which could lead to huge trade expansion. It padintthe skewed export structure of
ASEAN and India in bilateral trade which points ttie huge scope existing for
expanding trade through diversification. The renh@fdarade and investment barriers is
expected to bring about greater competition withe domestic market and thus give
an incentive to indigenous industry to move towatmkcoming internationally
competitive. Besides, it is felt, this will lead twore foreign direct investment from
ASEAN countries. In turn, it could provide opporities to large Indian, companies,
which are now trying to achieve market access intlsst Asia through investment
rather than exports.

However, since there were some contentious isspecmlly pertaining to the 'Rules
of Origin' (ROO) and some negative impact on thmestic industry, India wants to
proceed in a gradual manner so that such issudésding competitiveness of the
domestic industry remains palpable. The MinistryfCoimmerce of the Government of
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India recognizes that one of the major hurdlehéway of moving faster towards an
ASEAN-India FTA is the impact on the domestic inysAs it is, the framework for
the free trade agreement entered into with Thailaasl caused ripples here with
domestic auto component manufacturers concerned aheap imports entering the
market from that country. Similar fears have begpressed regarding other ASEAN
countries. It is for this reason that the creatdbRTA has been envisaged as a gradual
process, taking over a decade to be finalized.

Therefore, with India taking the process in a gehdoanner, the framework agreement
itself, entered into with the ASEAN in October 20@#visages that negotiations will

start initially for the creation of a regional teadnd investment areas (RTIA), which
would then enlarge to encompass a free trade &res.would begin with goods and

expand to cover trade in services and investménssconsequently unclear and early
to understand exactly what will be included in fetwas a host of things including

consensus among ASEAN nations is critical. Pregefile framework agreement

signed covers FTA in goods, services, and invessnand Areas of Economic

Cooperation.

India and the ten-member ASEAN grouping are aimmgncrease trade from the
current annual level of around 10.06 billion ddl#& 15 billion dollar, in the next

two years. The Free Trade Agreement will actuathwes as a vehicle lo realize that
potential and possibilities between Indiaand ASEAN

India initiated the “Look East” Policy in 1993; tle&SEAN India nexus has grown
from sectoral dialogue partnership in 1992 to &didlogue partnership in 1995 and
subsequently to a summit level interaction, with finst ASEAN-India Summit being
held in 2002 in Phnomp Penh. The progressivelyeclaglationship has led to
strengthening of not only economic ties between ASEnNd India, but also political
and security linkages, with India joining the ASEAR¢gional Forum (ARF) in 1996.
With the westward expansion of ASEAN include Myanmar. Indai and ASEAN are
no longer just maritime neighbours but share a l&oedndary of over 1,600
kilometers. India has a definitive policy thrustvedbds ASEAN and a FTAs a
culmination of that.

An FTA between ASEAN and India makes good sense becad® and investment
are the basic building blocks of Indo-ASEAN tieowéver, the Volume of trade
and investment between ASEAN and India still rerma@latively low compared with
other dialogue partners of ASEANvith India accounting for less than 2 % of
ASEAN's total trade and 0.2 % of FDI in the regidrhis is far below potential,
considering that ASEAN and India have a combinegupstion of 1.5 billion, a
GDP of US$1.5 trillion and share the huge advantafggeographical proximity,
which offers the promise of competitive exports tlmshorter delivery schedules and
low freight costs. An ASEAN-India FTA would thus golong way towards helping
to realize the potential of trade and investmeiivben the two. India and ASEAN
are aiming to increase two-way trade to US$15 bitliby 2005 and to US$30
billion by 2007. To accelerate the process, Indaa bffered to start negotiations on
an "early harvest programme" which would identdgtftrack measures for economic
cooperation and trade promaotion.

If one looks at India's trade with ASEANver 90 % of India’'s trade is directed to
four countries, which are Malaysia, Singapore, TEma and the Philippines and a
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little bit of Indonesia. Therefore, the other siguatries within ASEAN stand to
benefit tremendously with this FTAecause it will enable them to access the Indian
market and allow them to selectively provide acdeskdian goods and services in
their own markets so that they can benefit from twimalia has to offer. It is
interesting to understand that the trade balantedam India and ASEAN is actually
in ASEAN'sfavour. So, what this whole agreement will actualdyis to provide an
opportunity for diversification of trade to lool, mew areas and new products.

Therefore, logically, India has an interest in Tagarimarily with these four-five
countries whereas ASEAN as a whole (as explaineviqusly) would like the
grouping to function cumulatively. Moreover, Ind® already negotiating an FTA
with Singapore and have signed a FTA with Thailgal. presently it does not seem
likely that India would be keen to enter into negons for an FTA with other
ASEAN member countries, at least in the short run.

However, the possibility remains in the medium tefithis is because, ASEAN also
had negotiated an internal preferential trade agee¢ among the ASEAN nations
and there needs to be a consensus among the diféenentries within ASEAN on the
products and the different items that will be imtEd in this FTA The consensus
building is the real challenging part of it. If teeis no consensus among the
ASEAN countries, then there will not be a full-bloviFTA. In that scenario, India
might look at individual countries apart from Sipgeae and Thailand.

An FTA with India from ASEAN's point of view is piy to counter China's growing
economic clout in the region. In the East Asianternhtoday, ASEAN has a specific
role that it can play and can carve out for itgelpromoting the development of an
East Asian Economic Community through trade codpmeraand liberalization. In
doing so it is not so much a matter of becomingila-tr the hub- in East Asia, but
more so to prevent it and its individual membeosrfibecoming spokes to other hubs
that could endanger its cohesion.

The proliferation of FTAdn East Asia need to be seen in the context of ASEA
strife towards deeper integration in Southeast Asthe desire in East Asia to build
an East Asian Economic Community as well as Eas'@aterest in a successful
outcome of the WTO Doha Development Round. Bilatenal sub-regional FTAsre
being promoted on the assumption that they willdpoe a kind of "competitive
liberalization" as economies are being challengeghidertake more ambitious market
opening measures. It is also proposed that theraepagreements can become
"building blocks" towards regional and ultimatelplgal free and open trade.

6. Southern African Customs Union (SACU)

India and members of the Southern African Custom®tJ (SACU) hope o have a
"limited scope agreement” for more liberal tradimg 2005. The deadline was
agreed under the framework agreement that the @wvbep signed in November
2004. The framework agreement is the first concsétp towards a FTAThe FTA
will be concluded in two stages. The first stagiinvolve the conclusion of an
agreement whereby specific tariff concession opexific list of products of export
interest will be exchange between the parties. @gieement will be of limited scope.
The second stage will involve the conclusion offtileand comprehensive FTA.

South Alma along with Lesotho, Swaziland, Botswand Namibia has formetthe
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Southern African Customs Union with a common custariif policy- Since most
of the imported goods enter the sub-region thraBghth African ports, a system of
custom revenue sharing is in place.

Following a bilateral meeting held between Indiamd &outh African delegations in
New Delhi in July, 2002, an in principle decisiomstaken lo enter into negotiation
of a Preferential Trading Arrangement (PTA) witlview to deepen the mutual trade
and investment flows, between the two countriesteld esotho, Swaziland,
Botswana and Namibia along with South Attica negetl as a group. A Joint
Working Group was consequently set up to initisggatiations for a Comprehensive
Framework Agreement, which finalized the text o thramework Agreement. The
Framework Agreement provides for a limited tariéincession in the first stage and
later on graduating to a Free Trade Arrangemerg. figgotiations for PTA are to be
completed by the end of December, 2005. There isnm® frame for initiating the
negotiations on FTAThe terms of the agreement will form the basisfudtire
negotiations between India and SACPprovided it is ratified by the countries
concerned.

The level of bilateral trade between India and BAfrica is quite low. The market
share enjoyed by either of them in each other'«ketas quite insignificant. Less than
one percent of India's exports go to South Afridawever, in the last few years
bilateral trade between the countries has recoadéduble-digit growth rate. During
1998-1999 to 2002-2003, India's imports from SoAttica increased by more than
54% per cent, while exports increased by more @uper cent. India and SACU
have a great deal to gain from a mutually bendficade relationship, especially in
the light of the many areas where the economiegptament each other.

A study by the Indian Institute of Foreign Traderid that more than 50% of India's
exports are subjected to a tariff of less than 10%outh Africa and only 33% are
facing a tariff rate of more than 20%. On the oth&nd, 55% of imports from South
Africa face high tariffs of more than 20% in Indianly 34% of imports from South
Africa are subjected to low tariff of 10% and belothe weighted average tariffs in
India and South Africa are 22.89% and 16.35% rdspmdg. An Agreement with
South Africa prima facie is of importance becautdétgeographical location and
membership of sub-regional trade agreements. Ty $tirther suggested that a Free
Trade Agreement with South Africa might also indyateferential terms for bilateral
investments, which may further help in promotinglif's exports in whole of
Southern Africa, most of which is landlocked.

7. Chile

A preferential trade agreement (PTA) between Iragtid Chile is on the anvil with a
proposal for such a pact under active consideratioboth the Governments. The
Ministry of External Affairs in its official presselease noted the launch of a "process
of consultations and to work towards the signingad?referential Tariff Agreement
(PTA) leading eventually to a Free Trade Agreem@tA) between Chile and
India." Officials from both the sides were expediedneet in August 2004 towards this
end. The Agreement could pave the way for a FradelTAgreement (FTA) between the
two countries at a later stage. The Chilean goventrhas given the go-ahead for
negotiations on PTA with India. Initially, about B@roducts would be considered
under the Agreement. Also the news came in headummg the recent visit of the
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Chilean President in India when the countries skpamework Agreement on
Economic Cooperation. Negotiations on the PTA widlv commence as per mutual
consultations and would be concluded by 2605.

Both India and Chile recognizes the potential afl&er and cooperation between the
two countries in the IT sector and the need toceggabilities and opportunities in this
sector in a more focused and comprehensive maBo#n. countries have expressed
their mutual interest in growth of investment, joimentures, joint initiatives,
technological development and markets in the ITtosedVhile India needs raw
materials for infrastructure sector, which are igadvailable in Chile, New Delhi's
expanding industrial and services sector couldyefasd a lucrative market in Chile.

India does not have many FTAs and PTAs and thoae db exist are in the
neighborhood. This agreement, if it materializedl be quite a breakthrough, as it
will open enormous opportunities for the two coigstr For India, there are enormous
opportunities in Latin America that can be exploweith Chile being a platform or
regional hub for operations in American countri@sile enjoys a favourable balance of
trade with India. This lopsided balance of bildtdrade can be corrected and the
preferential trade agreement will definitely betinmental in this.

Bilateral trade between India and Chile increasech f$99.3 million in 1998 to about
$263 million in 2002. It stood at around $320 molti in 2003 and is expected to reach
one billion dollar by the end of this decade.

The exports from Chile have multiplied four timesidg the last five years from $50
million to $225 million. If this trend continueshd exports to India might touch $1
billion in five years. India ranks 22nd as Chil&g'ade partner. However, India's
exports to Chile during the same period have bask o slightly abové&70 million
only.

India's exports to Chile include cotton yarn, fabridrugs and pharmaceuticals,
readymade garments, plastic products, cars, maessyelectrical transformers and
carpets.

The imports from the Latin American nation compniag/ materials such as copper
concentrates, copper cathodes, wood pulp, iodmshffruits, wine, salmon fish and
almonds.

8. China

India is studying the possibility of closer tradelaaconomic cooperation with China,
which is emerging as a major trade partner of Indiader the Bangkok Agreement,
India has given tariff concessions to 106 itemsChfnese exports while China has
reciprocated the facility to 217 items.

India and China have formed a Joint Study Grougs§J® examine the potential
complementarities between the two countries and dya a blueprint programme for
the development of India-China trade and econoroioperation for the next five
years. The JSG was constituted on the basis ofralab@ contained in the first-ever

# ‘India, Chile sign framework agreement on economiooperation’, January 22. 2005,

http://wvvw.bilaterals.org/article.php37id article224
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India-China Joint Declaration signed during thatwe$ the Indian Prime Minister to
Beijing.

The first meeting of the Sino-Indian Joint Studyo@r on trade & economic co-
operation was held in Beijing on March 22 and 2Be Joint study group discussed
various measures to increase trade, and havingeatfade agreement including the
possibility of signing a comprehensive economicpasation agreement. The two sides
also discussed the framework, work contents, ahdranhodalities of the functioning
of the JSGThe 2nd meeting was held in New Delhi on July 862004 and the 3rd
meeting was held in Beijing between 8-10th Novembeo4.

India-China annual trade for 2004 touched an miethigh at $13.6 billion, up 79 per
cent over the total trade volume of 2003. Tradarhae for the year stood in India's
favour at $1.75 billion. Indian exports to China alominated by iron ore. The two
countries trade ties have also witnessed a queditathange in recent years. The
bilateral trade at the end of 2000 was $3 billiimcreased to $5 billion at the end of
2002, and in 2003 it touched $7.6 billion. Thisitates the huge potential that exists
between the two fastest growing economies thahisa&Cand India.

9. Mauritius

An India-Mauritius Joint Study Group (JSG) has bsenup to examine the modalities
for a Comprehensive Economic Cooperation and RaktipeAgreement (CECPA). The
JSG has met for four times. Negotiations will stadon on a Comprehensive
Economic Cooperation (including FTA) with Mauritius

Mauritius is keen on a FTA with India as they habeiously a lot to gain. India on the
other hand still feels that a bilateral FTA with iéius would result in trade diversion,
with Mauritius becoming a centre for re-export @fodgs from other countries. The
emphasis of the Indian side is on trade creatiah mmimizing trade diversion to
maximize welfare.

Consequently, India feels that a Preferential Tra#dgeement (PTA) could be

considered. Enhancing the competitiveness of dackkuritian industries or Indo-

Mauritius Joint Venture by applying selective tagbncession in a WTO compatible
PTA framework could be considered in order to iasee bilateral trade flows and
improve business competitiveness for joint exptarthird markets.

Although Mauritius continues to be single largestirse of FDI in India, its relative
significance has been declining. FDI from Mauritaleclined sharply during the last
two years, constituting 26.1% of total FDI flow ltidia in 2003-04 as against 32.2%
in 2002-03 and 62.3% in 2001-02.

10. Republic of Korea

India and Korea are exploring a comprehensive aoon@artnership in a bid to
bolster trade and investment flows between thedmmtries. This could well include
a free trade agreement (FTA) in future. As meniibearlier India is studying an FTA
with China and has set up die Joint Study Groupimregard. India and Korea have
agreed to study such arrangements. The Joint &uolyp is to be set up soon. South
Korea is very interested to initiate discussionFdfA by January 2006, so as to
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conclude the discussion by 2087.

The trade deficit between India and Korea is a enait concern for India, as Indian
exports to Korea amounted to just $800 million, velas Korean imports into India
totaled about $2.5 billion. India's export to Korsatraditionally limited to a few
primary commodities like Cotton, oil cakes, ironepiliron & steel, organic and
inorganic chemicals, and electrical machinery &ipments. However, during the last
few years, commodity composition has expanded werca wider range of industrial
products, iron ore's share in the exports commdatisket recorded highest increase
from 2001-02 to 2002-03, followed by other ores amderals and marine products.
Software & electronics exports to Korea have afsmdased manifold over the last
few years. On the other hand, electronic goodsimaato dominate the import basket
from Korea, the volume being US$ 311.01 millior2D01-02 and US$ 494.9 million in
2002-03. The share of Transport equipments regustdre highest increase between
2001-02 and 2002-03 followed by Electronic Goodspdrts of Korean machinery and
equipment are set to grow rapidly as several Koceastruction companies are engaged
in highways, power plants, chemicals, petrochersiaald metro rail projects in India.

Since 1995 Korean investment in India increasedarkafly. Korea's total cumulative
investment in India as per F@pprovals rose from a mere U2.$ millions in 1991 to
us $ 2.63 billion in 2002. South Korea ranks 5theirms of cumulative FDI approved
(and seventh in terms of actual inflows) from Japua991-May 2003. Korea
accounts for about 4.15% of total FDI approvalsrayd991-June 2002. In terms of
cumulative (actual) inflows, S. Korea accounted¥@®9 per cent of the aggregate.

The Bangkok Agreement is currently the only Prafeat Trade Arrangement that
provides preferential access to three of the nmagkets in this region i.e. China, India
and Republic of Korea. The Bangkok Agreement asn@iv covers only tariff
concessions on goods. This may be an initiativevimch India and Korea could
jointly broaden the scope of the agreement to déal non-tariff barriers and trade in
services.

11.Japan

Japan and India are also proceeding in the samg &% is the case between India and
Korea. The two countries have agreed to concludetigoing dialogue on economic
co-operation within the current year. The talks t=ad to the possibility of signing a
free trade agreement in future. However, the J8intdy Group to study the feasibility
of economic cooperation between India and Japémb& set up soon. Consequently,
the talks are aimed at boosting the still sluggiade and investment between the two
countries. The conclusion of the dialogue could leéa the start of negotiations in
2006 on concluding an FTA.

India and Japan have resolved to enlarge bilatesgle and investment from the
current low levels and have underlined the neeglilve a suitable mechanism in this
regard. There has been a "flattening out" of hitdteade between the two countries,
which declined from the level of $4 billion in 1998 t0$3.7 billion in 2002-03. While
Japan's share in India's overall trade is 3.10ribials share in Japan's global trade is
less than 0.5 %.

# »South Korea and India Free Trade Agreement. aignu3l 2005. _http://
www.indiadailv.com/breaking news/22992.asp
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12. Egypt

India and Egypt have decided to proceed for a PTAuiure. A Working Group to

negotiate a PTA was constituted in January 200Bs&yuently a draft text of the
Preferential Trade Agreement has been finalized0@4. However, on the Rules of
Origin, some differences between the two sidesrdéga the criteria of 'originating

products’ still persist. The list of goods thatreaountry would like to see a tariff
reduction in is yet to be finalized.

Egypt is the second largest economy after Soutit#@\fn the African Continent. It is a
part of the COMESA Group and has also concludedom@ehensive Economic
Agreement with the European Union.

13. Nepal

India has an "Agreement on Trade and Commerce" Rithtan and a "Treaty of
Trade" with Nepal. Nepal's first trade treaty witlependent India was concluded in
1950. Subsequently, the trade treaties were alsduded between the two countries
in 1960, 1971, 1978, 1983, 1991, and 1996. Thelitsabf the 1996 India-Nepal Trade
Treaty was extended by another five years fromMiinch 2002 until 5th March 2007.
Nepalese products enjoy zero duty access into.IiB#her customs duties nor any
kind of quantitative restrictions are applied telsyproducts, barring the exception of
(1) alcoholic beverage and their concentratespéjumes and cosmetics of foreign
origin, and (3) cigarettes and tobaccos. An aglisedf primary products has also been
drawn up. The Protocol to the Treaty has been neallifDetailed rules of origin
adopted, provides details of the value additionmorA safeguard clause has also
been inserted to permit appropriate remedial measur tune with international
norms to deal with surge in imports that may caoutiinjury or threat of serious
injury to domestic industry. Tariff rate quot@BRQs) in the case of four sensitive
commodities (vanaspati, acrylic yarn, copper présland zinc oxide) are also to be
introduced which would permit duty free importstbése commodities only upto a
certain ceiling.

14. Afghanistan

India has signed a framework agreement for a PTih wighanistan on March 6,
2003, although the details of items or date of enmntation have not been worked
out.

15. Indo-lsrae Joint Study Group

India and Israel in December 2004 have agreedttosea Joint Study Group for a
comprehensive economic partnership between the doumtries. The partnership
would enhance cooperation between India and Israet a wide ranzge of sectors,
including R&D, bio-technology, telecommunications, electronick.“& However,
nothing substantial has taken place so far.

16. Indian Ocean Rim

% press Release. Ministry of Commerce, dated Dece&)2904.
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The Indian Ocean Rim Association for Regional Coajp@en was launched in Mauritius
in 1997. The group consists of eighteen membersaustrAlia, Bangladesh, India,
Indonesia, Iran, Kenya, Madagascar, Malaysia, Miagti Mozambique, Oman,

Singapore, South Africa, Sri Lanka, Tanzania, Hmal| United Arab Emirates and
Yemen. In addition, Egypt, Japan, China, France thedUnited Kingdom are in the

group as dialogue partners. The Fifth Council ohiSters of the Association last met
in Colombo, Sri Lanka, from 26 to 27 August 2004d @&xamined the strategies to
strengthen intra-regional trade and investni@émiowever, the group is yet to have
substantial trade liberalzation among the membenti@s.

17. India-Pakistan: A Note

The issue of Pakistan granting the 'Most FavouratioN' (MFN) status to India
continues to be a bone of contention between tlsnbss communities of the two
countries. This difference in viewpoint emergedeoagain at a meeting organized by
the Confederation of Indian Industry (CII) for a-@@mber delegation of the Lahore
Chamber of Commerce and Industry (LCCI) in New DelRakistan industry
representatives said its country's providing of Mdtatus to India will be conditional to
the latter cutting down on its both agriculturaldanon-agricultural subsidies. The
Confederation of Indian Industry (Cll) has signesi@morandum of association (MoA)
with Lahore Chamber of Commerce and Industry (LC@l)enhance trade relations
between members of the two chambers.

Section Il
The Potential benefits

In the final section of the analysis, we attempéamalyse the potential gains for India
from the move towards PTAs. There could be bothatliand indirect gains from the
entire exercise. The direct gains come from tragemsion, owing to tariff reduction

in the post bloc formation period. On the otherdhahe indirect gains come from the
increased bargaining strength at future negotiation

A. Direct Gains

Tables 4-8show a cross-country trend in tariff reduction,nfrevhich the potential
gains of India, becomes obvious. Most of the paaérpartners are developing
countries and LDCs. Therefore, as seen from tlii data, most of them preferred to
avail the protection of the ten-year transitory gghaand have not reduced the tariff
level to a major extent. While tariff liberalizatiovould follow in all of them, given
their higher level of tariffs as compared to thensafor developed countries, Indian
export would be a major beneficiary. The same gaesfor the potential partners, ns
preferential access to Indian market would boast #xport significantly. Although we
do not formally identify potential export and impanens, analyzing the data obtained
from 'International Trade Statistics Yearbook'auld be seen that both the primary as
well as manufacturing sector would gain from thérenexercise. However, in the
current context, we do not estimate the extentheké¢ gains through an empirical
analysis.

In Table 9, the current trade scenario (2002-03 and 2003-O#yeled India and the

% http://www.dfat.gov.au/trade/iorarc/
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potential partners are analyzed. In addition tooeixand import shares, their ranks in
India’'s trade basket for these particular yearsaks@ provided in the table. It could be
seen from the table that the partners do not beiomgparticular class; representatives
from both extremes are present in the list. Howewvee particular point deserves
attention. A number of countries placed in thedop climbing up in the ladder both in
case of exports (China, Singapore) and importsn&Hsouth Korea). As of 2003-04,
the total shares of the countries mentioned intdlbée accounts for nearly 40 and 30
percent of India's export and import basket respmdgt Therefore, preferential
agreements would provide further boost to bilatératie and investment for these
partners.

B. Indirect Gains

However, we believe that the market access obtdimexigh indirect channel, i.e.,
negotiations, would in long run actually outweidpe direct gains. It has been pointed
out by a number of studies that developing cousistand to gain heavily by pursuing
a joint proactive approa¢flndia however played a submissive role during thst f
two WTO Ministerial, and only since Seattle (1999) initchtehe process of
coordinating with other developing countries onimas issues. However, the need for
extensive collaboration was not explicitly felt bef Doha (2001), when India was
isolated on most of the points it raised. Indiaodtagainst initiation of discussions at a
new round before realization of the market accespgsed under Uruguay Round (a
developing country perspective). Surprisingly oaljrandful of developing countries
came out in the open to support India's cl&nwiser by the experience, India started
collaborating with other developing countries ir ttollowing period, spanning over
issues like agriculture, industry, services andPRIThe shift in emphasis could be
better observed frolAnnex 3, which shows the entire joint submissions madénbia
over the years. The merit of the joint negotiatstightegy was realized in the Cancun
(2003) ministerial, where EU and US attempted tpasg the question of agricultural
subsidization. India, along with Brazil and Chinarrhed a developing country
grouping called G-20, and countered the EU-US plaefore and during the
ministerial. India and Brazil further participatedthe July 2004 meeting to arrive at a
mutually acceptable line of future negotiation @néva® It could be seen fromable

10 that for most of the major areas of ongoing diskaussIndia's number of
submissions has considerably increased in recans.yie other words, an explicit shift
towards proactive strategy has been noticed.

Table 11 shows the NTBs faced by a number of ESCAP countfibg similarity
between the barriers faced by the countries anariigen of these barriers calls for a
joint approach to be followed by the affected WT®mibers. It needs to be noted that
India is currently engaged in economic cooperatigreements or discussing it with all
of these affected countries. Clearly adoption ¢diat approach would help India to
secure a higher market access in all the imposigtcies. In this connectioifable

12 attempts to identify the extent of cooperation lesw India and the potential
partners. The proxy used by us here is the numijeind submissions between India
and any particular country. It is observed that theperation is quite high for a
number of African, South-East Asian and Latin Aroan countries, and with two of
the regional neighbours -Pakistan and Sri Lanka&. WWest Asian countries are on the

% See Sally (2000). Mattoo and Subramanian (2003)
2’ See Singh (2001).
% See Chakraborty (2004).
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anvil of entering such collaboration with India time near future. The areas, which
attract maximum cooperation, are agriculture, ganeouncil (discussing industry
concerns - e.g. textile and garments, increasiegtianti-dumping measures, subsidies
and countervailing duties) and services. Intergstinregional partners like Pakistan
and Sri Lanka has rallied heavily behind Indialom TRIPS front.

Our mention of MFA quotas among the barrierSable 11is deliberate. Although the
guota regime is supposed to be discarded from #ariya2005 onwards, there is
growing concern among developing countries oveiattteal increase in market access.
Keeping this concern in view, on 14 July 2003 a bernof developing countries have
submitted a proposal to WTO requesting it to engbee promised level of market
access in the post-quota period (Document No. WIVBED03). In other words the
major exporters of textiles and garments, many lodiw are already involved in PTA
discussions with India, need to collaborate inchi@ing future over this issue.

In addition to the material areas of cooperatiorstiiutional areas of cooperation
could not be undermined, and the developing caesstand to gain heavily from the
exercise as well. As noted by Chaisse and Chaknalg@®04), the working of the
dispute settlement system in the interest of theeldping countries is being
guestioned for some time. India has already as&ed systemic reform of the same
at the earliest. Cooperation between developingtc@s is the only way to ensure this
objective.

However, Table 12 presents an aggregate picture of the submissione mer the
years. The actual depth of the collaborative sgsafellowed by India is indirectly
measured ilAnnex 3,where India's joint submissions at the WTO are dhotde last
two columns note the number of WTO members siggadtothe submission and the
number of members currently involved in negotiagi@m preferential arrangements
with India respectively. From the high divergenavieen the two numbers, it is
understood that there is a huge potential to erehéire collaboration between India
and the would-be partners at the WTlAcreased economic cooperation through
establishment of the PTvould clearly be the first step to achieve thatlgoa

Apart from ensuring market access for the expdmtiia has also been quite active in
ensuring sufficient protection to the domestic istdes. For instance, a number of
joint submissions have been submitted to WTO soirfaorder to ensure 'special
products’, 'special safeguard mechanisms' andiapew differential treatment' for

the developing countries. Clearly, a joint negatgiagenda in this field would come
useful for India as well.

In that connection, we believe that India standjamn substantially from what we

call 'externalities' from indirect gains. Increasextie and development alliance would
not only ensure support of the current partneth@amultilateral forum, but also from

some of their partner countries as well. For instarthe CAIRNS Group is quite

vocal on the question of liberalization of agricuétl subsidies for some time and
India is currently engaged in negotiations with amber of their members.

Similarly, the SACU members are part of severakotpreferential agreements in
Africa, and increased trade with the five countgasrently in negotiation, would also

be instrumental in cementing ties with other Afni@a@untries in the long run.
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Table 1: Merchandise exports within bloc (% of totd bloc exports)

Blocs 1970 |1980 (1990 1995 1999 (2000 2001 2002
High-income and low- and middle-income countries

APEC 57.8 579 168.3 71.8 71.8 73.1 72.6 73.3
CF.FTA 12.9 148 |9.9 14.6 12.1 12.2 12.4 12.2
F.U 59.5 60.8 [65.9 62.4 62.9 61.6 60.8 60.6
NAFTA 36.0 33.6 (414 46.2 54.6 55.7 55.5 56.7
Latin America and the Caribbean

ACS 9.6 8.7 8.4 8.5 5.6 6.4 6.5 7.1
Andean Group |1.8 3.8 4.1 12.0 8.8 7.9 10.3 9.5
CACM 26.1 244 [15.3 21.8 13.6 14.8 155 1.1
CARICOM 4.2 5.3 8.1 12.1 16.9 14.7 14.0 125
Central Americal20.1 18.1 13.7 22.2 14.6 151 14.8 12.8

Group of four

LAIA 9.9 13.7 10.8 17.1 12.7 12.8 12.8 1.1
MERCOSUR 9.4 11.6 8.9 20.3 20.6 20.8 17.2 11.6
Africa

Cross-border 9.3 8.8 10.3 11.9 12.1 10.6 10.0 10.2
initiative

ECOWAS 2.9 10.1 7.9 9.0 10.4 9.5 9.6 10.6
Indian Oceal8.4 3.9 4.1 6.0 4.8 4.2 55 53
Commission

SADC 8.0 2.0 4.8 8.7 11.9 11.9 10.2 9.3
UEMOA 6.5 9.6 13.0 10.3 13.1 13.1 14.3 12.3
Middle East and Asia

ASEAN 22.€ 18.7 19.¢ 25.4 22.4 23.€ 23.2 23.7
Bangkok 2.7 3.7 3.7 5.0 5.1 5.1 5.5 5.6
Agreement

CAF.G 28.9 35.6 39.7 47.9 43.8 46.6 46.6 48.2
SAARC 3.2 4.8 3.2 4.4 4.0 4.1 4.3 4.2

Source World Development Indicators (2004)
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Table 2: export ratios by HS sections

Year | 87-| 88-| 89-| 90-| 91-| 92-| 93-| 94-| 95-| 96-| 97-| 98-| 99-| 200 | 2001-| 2002-
88| 89| 90| 91| 92| 93| 94| 95| 96| 97| 98| 99| 00| O- 02 03
01
I 42| 35| 31| 36| 40| 40| 43| 493| 39| 41| 42| 38| 3.8| 4.0| 3613| 3.405
37| 30| 25| 05| 18| 20| 24 0| 29| 83| 80| 48| 91| 16
Il 14.| 10.| 10.| 97.| 9.8| 65| 81| 7.7| 11.| 9.7| 9.7| 11.| 88| 7.0| 6.892| 7.077
582 | 270 | 848| 734| 56| 14| 31| 96| 177| 13| 22| 503| 89| 21
1l 01| 00| 0.2, 0.2| 04| 03| 04| 06| 08| 058| 05| 05| 0.7 05| 0.395| 0.292
36| 63| 8| 70| 06| 13| 72| 03| 48 5| 06| 12| 14| 22
v 27| 28| 34| 32| 37| 48| 47| 31| 3.7| 52| 43| 26| 23| 23| 3.057| 2.306
08| 64| 30| 27| 15| 67| 97| 22| 57| 44| 88| 65| 09| 57
Y 91| 69| 76| 75| 69| 63| 56| 50| 45| 42| 34| 24| 21| 6.3| 7.247| 8.111
18| 26| 29| 43| 91| 36| 28| 28| 43| 27| 39| 50| 94| 82
VI 46| 15.| 83| 7.8| 86| 69| 70| 78| 7.7| 87| 94| 9.0| 95| 95| 9.711| 10.23
46| 103| 99| 64| 21| 68| 80| 53| 46| 93| 48| 56| 10| 38 9
Vi 07| 07| 11, 12| 11| 18| 20| 25| 24| 22| 20| 18| 19| 23| 2.643| 2.903
84| 62| 27| 07| 37| 39| 00| 99| 67| 10| 84| 90| 83| 94
VI 55| 48| 50| 53| 47| 50| 40| 42| 38| 32| 33| 34| 29| 3.0| 3.062| 2516
84| 17| 68| 92| 12| 00| 11| 93| 37| 56| 85| 63| 25| 29
IX 01| 00| 0.0, 00| 00| 00| 02| 01| 01| 0.1| 0.0| 0.0| 0.0 0.0| 0.077| 0.092
17| 91| 87| 80| 92| 74| 27| 68| 18| 28| 99| 73| 80| 80
X 02| 01| 01| 01| 0.2 0.2 0.8| 03| 04| 04| 03| 03| 04| 05| 0.572| 0.605
08| 37| 93| 86| 03| 59| 36| 84| 76| 33| 34| 76| 49| 42
XI 26.| 20.| 23.| 27.| 27.| 28.| 25.| 27.| 25.| 27.| 26.| 27.| 26.| 26.| 23.62| 22.49
506 | 386 | 989 | 433 | 236 | 120| 738 | 298| 625| 391 | 897 | 211 | 001 | 038 4 1
Xl 28| 25| 24| 28| 26| 23| 22| 21| 19| 17| 15| 18| 1.7| 15| 1.613| 1.292
77| 05| 57| 64| 84| 69| 70| 81| 18| 60| 89| 52| 56| 51
Xl 03| 03| 03| 04| 05| 07| 0.7| 09| 10| 09| 09| 09| 10| 1.1| 1.150| 1.176
08| 51| 84| 34| 71| 19| 95| 96| 24| 74| 44| 14| 66| 80
XV 16.| 20.| 19.| 16.| 15.| 16.| 18.| 17.| 16.| 14.| 15.| 17.| 20.| 16.| 16.74| 17.24
772| 010| 175| 205| 387 | 942| 035| 179 | 643 | 183| 327 | 861 | 951 | 710 8 7
XV 24| 32| 39| 40| 45| 60| 6.2| 55| 55| 58| 6.2| 53| 6.2| 6.6| 6.525| 8.036
09| 55| 87| 88| 41| 65| 43| 28| 83| 27| 03| 80| 49| 77
XVI 47| 48| 52| 52| 48| 43| 43| 46| 50| 55| 58| 53| 54| 6.1| 6.464| 6.020
07| 60| 93| 30| 49| 11| 49| 56| 47| 55| 26| 10| 01| 21
XVII 16| 16| 19| 22| 27| 29| 26| 29| 28| 28| 26| 22| 22| 23| 2.327| 2.538
22| 52| 57| 18| 69| 27| 59| 33| 15| 89| 64| 93| 26| 78
XVII 06| 05| 06f 04| 04| 03| 03| 03| 03| 04| 04| 05| 06| 0.7| 0.819| 0.808
I 27| 42| 84| 64| 16| 19| 59| 74| 77| 35| 49| 01| 75| 37
XIX 00| 00| 0.0, 00| 00| 00| 0.0| 00| 00| 0.0| 0.0| 0O.0| 0.0| 0.0| 0.014] o0.004
02| 01| 03] 01| 01| 05| 03] 02| 0O1] 03| 11| 01| 02| 05
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Table 3: Import ratios of India by HS Sections

Year

87-
88

88-
89

90-
91

91-
92

92-
93

93-94

94-95

95-
96

96-
97

97-
98

98-
99

99-0Q 2000

-01

2001
-02

2002
-03

0.667

0.411

0.022

0.075

0.093

0.048

0.064

0.0920.033

0.0660.084

0.0970.0630.055

0.0646

2.121

4.668

1.062

1.616

2.87(¢

2.247

2.023

1.629 1.991

2.5612.389

1.7251.2402.193

1.979

4.569

2.76(Q

0.865

0.715

0.453

0.472

0.979

2.0142.209

1.8194 545

39302 7932.887

3.0446

1.284

0.374

0.410

0.464

0.487

0.493

3.103

0.520 0.359

0.6420.946

0 7580.2850.342

0.314

21.34

19.33

30.4(Q

32.26

31.6]

28.88¢§

25.91

24.5730.60

25.6420.55

30.35 3d[32.27

33

8.329

10.94

0.774

13.39

12.78

11.388

13.161

16.3911.28

12.21/11.55

10.748.4429 461

3.382

3.770

3.509

3.6646

2.658

2.694

3.012

3.3552.823

2.4792.402

2.132 1 S56

8.517

0.113

0.179

0.437

0.401

0.39¢

0.494

0.443

0.3700.366

0.3650.365

0.3160 391§ 0.441

0.347

1.081

1.290

1.091

0.875

0.907

0.62(¢

0.792

0.6640.696

1.0250.107

0.9290.9731.076

0.675

2.664

2.453

2.479

1.851

1.789

1.915

1.811

2.2172.084

2.2372.049

1.684 1.8141.867

1.612

2.032

2.437

2.124

1.726

2.21]

2.32(¢

2.957

2.5582.005

2.0222.034

2.2662.3092.980

2.673

0.063

0.059

0.083

0.084

0.084

0.111

0.108

0.1030.079

0.07§0.077

0070 0.069 0058

0 051

0.456

0.57¢

0.48(

0.457

0.413

0.304

0.470

0.3990.330

0.3640.397

0.3480.367/0.459

0.399

XV

9.159

11.31

8.924

10.16

12.23

12.441]

8.306

7.97910.13

15|21.35

20.5919.14 18.1

17.05

11.55

12.78

11.49

8.668

8.60(

7.741

9.193

8.592 S.79

7.8476.056

4.9724.2234.969

17.48

15.60

13.82

11.51

11.79

13.015

14.99

16.6614.96

15.514.15

12.4214.04

4.333

XVII

3.417

2.669

3.964

1.916

2.11

5.444

3.908

2.9253.798

2.538 1.905

2.294

1.883 2240

XVII

2.2664

2.452

2.573

2.030

2.29¢

1.997

1.893

1.9951.543

2.0202.252

1.968§

3.0

XIX

0.003

0.000

0.001

0.001

0.002

0.00(0

0.000

0.001{0.001

0.0020.002

0.003 0 0010.002

0.004

Calculated from the trade data at 2-disit level

Table 4: Tariff Barriers in West Asia

Country

Year

All Products

Primary Products

Manufactured Products

A

B

A

B

A

B

Oman

1992

5.2

51

7.2

14.2

51

54

2002

7.7

6.7

9.5

31.6

7.6

6.5

Saudi Arabia

1994

123

111

12.0

9.1

12.4

115

1999

122

121

12.3

12.7

12.2

11.9

2000

12.3

11.4

11.7

7.9

12.2

11.4

A - Simple Mean Tariff; B - Weighted Mean Tariff

~31~

World Development Indicators (Various Issues)



Table 5: Tariff Barriers in South Asia

Country Year |All Products Primary Products Manufactured Products
A B A B A B
Bangladesh 1989 1105 131.0 79.8 53.6 108.6 109.6
1999 221 194 21.1 21.0 224 18.5
2002 193 23.0 22.4 20.1] 193 21.1
Bhutan 1996 16.1 144 21.2 9.7 170 16.8
2002 16.3 14.3 24.4 14.3 164 15.0
India 1990 76.6 49.8 69.8 254 79.9 70.8
1997 30.0 27.7 25.7] 22.6 31.3 29.5
2001, 31.0 21.0 32.8 22.7 30.8 28.4
Nepal 1993 21.8 181 118 9.3 22.9 21.0
1998 16.3 18.4 9.2 8.2 18.3 21.0
2002 131 14.3 160 8.3 138 17.8
Pakistan 1995 50.1 45.5 43.4 24.0 51.1 50.8
1998 46.6 41.7 43.6 30.1 46.9 441
2002 169 15.2 17.9 11.2 175 19.1
Sri Lanka 1990 27.1 31.5 32.4 32.3 26.6 24.2
1997 20.0 20.7 23.8 23.6 19.1 19.8
2001 8.4 4.2 139 113 8.7 5.0

World Development Indicators (Various Issues)

A - Simple Mean Tariff; B - Weighted Mean Tariff
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Table 6: Tariff Barriers in East and South-East Asa

Country Year All Products Primary Manufactured
Products products
A B A B A B
China, PR 1992 41.6 35.3 36.3 14,0 40.6 35.6
1996 23.6 22.6 25.4 200 2311 23.2
2001 15.1 12.8 16.0 192 15,0 12.8
Indonesia 1989 18.7 12.0 18.1 59 19|12 15.1
1996 13.0 13.8 12.3 9.8 13|12 14.9
2001 6.0 3.9 6.( 2.4 6.2 5|2
Lao People’s| 2000 8.7 14.5 15.6 147 8|6 12.6
Democratic Republic
2001 8.6 12.2 15.9 17.8 8|8 11.9
Malaysia 1988 14.4 11.5 10.8 4.6 14|19 10.8
1966 8.7 8.1 2.4 2.7 11,8 9i3
2001 7.5 4.6 4.4 2.4 8.11 417
Philippines 1998 27.7 21.1 29.9 186 27,9 23.4
1995 20.0 18.4 21.6 16.8 195 18.9
2002 4.8 2.8 6.7 5.4 5.0 2|6
Republic of Korea 1988 18.7 14.7 19.3 8.2 18|16 17.0
1996 11.1 9.5 21.0 17.0 8|2 7.8
2002 7.9 5.7 12.( 6.1 714 47
Singapore 1989 0.4 0.2 0.2 2.5 o4 0|6
1995 0.0 0.0 0.4 0.0 0.0 0/0
2002 0.0 0.0 0.4 0.0 0.0 0/0
Thailand 1989 38.7 31.7 30.0 243 390 34.9
1993 45.6 41.5 40.3 339 472 3.7
2001 14.7 8.7 16.2 4.7 1416 9.7
Vietnam 1994 141 13.0 20.9 46.[7 139 13.1
1999 16.3 15.0 18.2 174 158 14.5
2001 15.0 17.4 19.6 207 147 16.3

World Development Indicators (various Issues

A — Simple Mean Tariff; B — Weighted Mean Tariff

Table 7: Tariff Barriers in Africa

Country Year All Products Primary Products Manufactured Products
A B A B A B

Mauritius 1995 35.7 22.9 26.0 257 3712 22.
1997 29.1 31.9 19.Y 191 3147 36.
2002 25.1 15.9 20.1 9.0 25|8 14

South 1988 11.4 7.7 4.8 3.6 118 12

Africa 1997 8.7 6.6 8.4 4.4 8. 7
2001 9.8 3.6 7.5 2.0 9.5 5

~

9
0
4
3
1

8

World Development Indicators (Various Issues)

A — Simple Mean Tariff; B — Weighted Mean Tariff
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Table 8: Tariff Barriers in Latin America

Country Year All Products Primary Products Manufactured
Products

A B A B A B
Argentina | 1992 14.9 13.4 8.1 5.8 14/8 13.6
1997 11.3 11.3 8.4 5.6 11/9 12.7
2002 14.6 11.9 10.9 8.0 148 12.2
Brazil 1989 43.5 35.6 315 186 4410 37.1
1997 11.9 14.6 8.6 7.0 1216 16.4
2002 14.9 9.9 10.9 4.8 15/1 12.0
Chile 1992 11.0 11.0 11.0 11,0 110 11.0
1998 11.0 10.9 11.0 11,0 10,9 10.9
2002 7.0 7.0 7.0 7.0 7.0 6/9
Paraguay | 1991 16.1 13.9 14.1 3.6 15|17 14.5
1996 9.3 8.3 8.9 6.2 9.4 8|8
2001 13.9 12.9 12.8 3. 13|6 11.9
Uruguay 1992 6.7 6.7 7.9 5.8 7.0 5|8
1997 10.0 8.3 8.4 5.5 103 9.0
2001 13.3 6.5 8.9 2.8 13/4 8.1

A — Simple Mean Tariff; B — Weighted Mean Tariff

World Development Indicators (Various Issues)

Table 9: The Current Trade Scenario between the pnoeosed

(US $ Mn)

Countries Export Import

2002-03 2003-04 2002-03 2(103-04

Share Rank [Share | Rank [Share | Rank |[Share | Rank
West Asia
Afghanistan 0.1153 73| 0.2279 54| 0.0301 79| 10,0519 69
Bahrain 0.1884 58| 0.1748 59| 0.1977 44| 0.0954 54
Kuwait 0.475.3 37| 0.4998 35 0.2923 37| 0.1823 44
Oman 0.3767 42|  0.4057 39| 0.0225 86| 0.0651] 64
Qatar 0.182.9 59| 0.2017 56| 0,1841 45| 0.2394 41
Saudi Arabia 1.7844 14| 1.7595 16/ 0.8219 24 0.944(¢ 21
LEJmitl?adteS Arald  6.3117 i| 80285 2| 15583 17| 2.6.35§ 13
South Asia
Bangladesh 2.2307 11| 2.7266 9 0.101( 57| 0.099.3 52
Bhutan 0.0741 89| 0.1402 68| 0.0524 66| 0.067( 63
Maldives 0.059¢9 95 0.0663 90[ 0.0004 156 0.0004 156
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Nepal 0.6644 33| 1.0484 25| 0.4584 30 0.366( 31
Pakistan 0.3911 39| 0.4494 36| 0.07.3d 61| 0.0739 60
Sri Lanka 1.7469 15|  2.0663 12|  0.1479 50 0.2497 40
East And South-East Asia

[B)gurﬂgls alam 0.0084 155 0.0072 159  0.0009 157  0.0004 158
Cambodia 0.0374 109 0.0291 117|  0.001d 144  0.0004 160
China. PR 3.7472 6| 4.6287 5| 4.5464 4| 5,1864 3
Indonesia 1.5669 16] 1.7654 15|  2.2484 13 2.7154 11
Japan 35357 7| 2.6773 11]  2.9907 9] 3.4136 9
Lao People’s 0.003d 175  0.0007 201]  0.0002 166/ 0.0002 168
Democratic

Republic

Malaysia 1.4214 18] 1.3984 19| 2.3867 | 2.6189 14
Mvanmar 0.1424 62| 0.1404 67| 0.5477 28] 0.5234 28
Philippines 0.8953 29| 0.5034 34| 0.2015 4.3 0.156.3 46
ESPGU;J“C ol 1.2232 23| 1.198d 21| 2.4784 10| 3.6207 8
Singapore 2.6965 9] 3.3287 7| 2.3364 12| 2.6684 12
Thailand 1.349( 19| 1.3027 20 0.6171 27|  0.7793 25
Vietnam 0.640( 34| 0.6429 32| 0.0475 67| 0.0489 70
Africa

Botswana 0.0077 159  0.0105 145 0.000d 182] 0.000 178
Mauritius 0.3119 46] 03180 45]  0.0263 81| 0.0097 103
Namibia 0.0094 149 0.0120 143  0.0053 117  0.0001 173
South Africa 0.918( 27| 0.8444 29|  3.4089 8] 2.4302 15
Swaziland 0.0245 121]  0.0455 101] 0.0007 150, 0.0022 1.36
Latin America

Argentina 0.1144 74| 0.1364 72|  0.658] 25|  0.6709 27
Brazil 0.90 28 0.43 37 0.5159 29| 0.4017 29
Chile 0.1364 63| 0.1.30d 74  0.2724 40[  0.2004 42
Paraguay 0.013d 138 0.0166 138  0.001d 143  0.0010 145
Uruguay 0.032d 114  0.0305 114 0.0074 107 0.0131 96
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Table 10: An analysis of India's submissions at WT¢&

1 Submissions under service trade include inforoiahissions to WTO as well.

Subject Area 1997 (1998 |1999 |2000 |2001 (2002 |2003 |2004

Agriculture 7 7 0 5 6 1 6 7 34
Competition 1 3 0 1 0 2 0 0 7
Policy

Dispute 0 0 0 0 0 4 1 0 5
Settlement

Environment 2 2 0 A 0 0 1 0 g
General Council 0 4 29 1 7 1 8 1 51
Investment 1 1 4 1 1 4 0 0 12
Non-Agricultural ]

Market Access 0 0 0 0 0 4 0 5
WTO Rules 0 0 0 0 0 7 S 0 7
Services A 1 0 2 1 1 5 5 18
TRIPS 0 0 2 7 4 4 1 1 19

Source: Compiled from documents in http://w\v\v.coence.nic.in/indian wtopaper.htm

2 submissions under service trade include informbahgssions to WTO as well.
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Table 11: Non-Tariff Barriers faced by Select WTO Members

United States

European Communities

Japan

India

* Technical Standards

« Environmental Regulations

SPS Measures

Anti-Dumping and

Countervailing Measures

* Government Procurement and

Domestic Preference

Legislation

¢ Anti-Dumping Measures

¢ Technical Standards

¢ SPSMJleasures

Child Labour

* Technical Standards

China

¢ MFA Quota

¢ Anti-Dumping Measures

¢ SPS Measures

* Anti-Dumping Measures

« Various regulations on

imports from China

~37~
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e Packaging Quarantine

e Label requirements

* Technical Standards

« Environmental Regulations

e Safeguards

* Technical Standards

¢ Environmental

Regulations « SPS Measure

Bangladesh

¢ Child Labour Laws

¢ MFA Quota

* Technical Standards

e Sanitary Regulations

* Technical Standards

Technical Standards

Singapore

e Anti-Dumping Measures

¢ MFA Quotas

e Anti-Dumping Measures

¢ MFA Quotas

Sri Lanka

e Anti-Dumping Measures

* Procedural hassles

~38~

Technical Standards




MFA Quota

Countervailing duties

e Anti-Dumping Measures

Source: Constructed from the analysis in ESCAPQR00
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Table 12:

An Analysis of degree of Cooperation beteen India and potential

(Number of Submissions

Countries

WTO $oiplines

| D

| E | F | G

West Asia

Afghanistan

Bahrain

Kuwait

Oman

Qatar

Saudi Arabia

United Arab
Emirates

South Asia

Bangladesh

Bhutan

Maldives

Nepal

Pakistan

Sri Lanka

5
4

East And South-East Asia

Brunei -
Darussalam

Cambodia

China, PR

Indonesia

Japan

[l 2 S (V)

Lao People’s
Democratic
Republic

Malaysia

Myanmar

Philippines

Republic  of
Korea

Singapore

Thailand

Vietnam -

N
1

Africa

Botswana

Mauritius

Namibia

South Africa

Swagziland

=N IN N

N LI E N

Latin America

Argentina

w

Brazil

w

Chile

w

Paraguay

1
=l EIEIES
N

Uruguay

Compiled from India’s Proposals to WTO

A — Agriculture B — Dispute ResolutignC — general CouncilD — InvestmentE — Non-Agricultural

Market AccessF — ServicesG — TRIPS
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Annexure 1: Description of RTAs and Pressure Groups

African Group (41 countries): Angola, Benin, Botswana, Burkingd;aBurundi, Cameroon,
Central African Republic, Chad, Congo, Congo (Demkix Republic), Cote d'lvoire, Djiboulti,
Egypt, Gabon, The Gambia, Ghana, Guinea, GuinesaBjsKenya, Lesotho, Madagascar,
Malawi, Mali, Mauritania, Mauritius. Morocco, Mozdmgue, Namibia, Niger, Nigeria,
Rwanda, Senegal, Sierra Leone, South Africa, Sesadjl Tanzania, Togo, Tunisia. Uganda,
Zambia, Zimbabwe.

African Union/Group, ACP, least-developed countriegalso known as "G-90", but with 64
WTO members): Angola, Antigua and Barbuda, Banglad&drbados, Belize, Benin,
Botswana, Burkina Faso, Burundi, Cambodia. Camer@mantral African Republic, Chad,
Congo, Cote d'lvoire, Cuba, Democratic Republic tké Congo, Djibouti, Dominica,
Dominican Republic, Egypt, Fiji, Gabon, The Gami@hana, Grenada, Guinea (Conakry),
Guinea Bissau, Guyana, Haiti, Jamaica, Kenya, hesdadagascar, Malawi, Maldives, Mali,
Mauritania, Mauritius, Morocco, Mozambique, MyanmBiamibia, Nepal, Niger, Nigeria,
Papua New Guinea, Rwanda, Saint Kitts and NeviftSaicia, Saint Vincent and the
Grenadines, Senegal, Sierra Leone, Solomon Islg®alsth Africa, Suriname, Swaziland,
Tanzania, Togo, Trinidad and Tobago, Tunisia, Uga#émbia, Zimbabwe.

Andean Group: Bolivia, Colombia, Ecuador, Peru and Venezuela.

Asia Pacific Economic Cooperation (APEC)Australia, Brunei Darussalam, Canada, Chile,
China, Hong Kong (China), Indonesia, Japan, RepulfiKorea, Malaysia, Mexico, New
Zealand, Papua New Guinea, Peru, Philippines, th&siBn Federation, Singapore, Taiwan
(China), Thailand, United States and Vietnam.

Association of Caribbean States (ACS)Antigua and Barbuda, the Bahamas, Barbados,
Belize, Colombia, Costa Rica, Cuba, Dominica, themihican Republic, El Salvador,
Grenada, Guatemala, Guyana, Haiti, Honduras, JamMexico, Nicaragua, Panama, St.
Kitts and Nevis, St. Lucia, St. Vincent and the a@ines, Suriname, Trinidad and Tobago
and Venezuela.

Association of South-East Asian Nations (ASEAN)Brunei, Cambodia (from October
2004), Indonesia, Malaysia, Myanmar, Philippineg8pore, Thailand.

Bangkok Agreement: Bangladesh, India, Republic of Korea, Lao Peopl@&mocratic
Republic, Philippines, Sri Lanka and Thailand.

Cairns Group: Argentina, Australia, Bolivia, Brazil, Canada, @&hilColombia, Costa Rica,
Guatemala, Indonesia. Malaysia, New Zealand, PasagtPhilippines, South Africa,
Thailand, Uruguay.

Caribbean Community and Common Market (CARICOM): Antigua and Barbuda, the
Bahamas (part of the Caribbean Community but nothef common market), Barbados,
Belize, Dominica, Grenada, Guyana, Jamaica, Maratse8t. Kitts and Nevis, St. Lucia, St.
Vincent and the Grenadines, Suriname and TrinidadTabago.

Central American Common Market (CACM): Costa Rica, El Salvador, Guatemala,
Honduras and Nicaragua.

Central American Group of Four: El Salvador, Guatemala, Honduras and Nicaragua.
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Central European Free Trade Area (CEFTA): Bulgaria, the Czech Republic, Hungary,
Poland, Romania, the Slovak Republic and Slovenia.

Cross-Border Initiative: Comoros, Kenya, Madagascar, Malwai, Mauritius, Nami
Rwanda, Sechelles, Swaziland, Tanzania, Ugandabidzend Zimbabwe.

East Asian Economic Caucus (EACS)Brunei, China, Hong Kong (China), Indonesia,
Japan, Republic of Korea, Malaysia, Philippinesg&pore, Taiwan (China) and Thailand.

Economic Community of West African States (ECOWAS):Benin, Burkina Faso, Cape
Verde, Cote d'lvoire, the Gambia, Ghana, Guinean&auBissau, Liberia, Mali, Mauritania,
Niger. Nigeria. Senegal, Sierra Leone and Togo.

European Union (EU): Austria, Belgium, Denmark, Finland. France, Gamny) Greece.
Ireland, Italy, Luxembourg, the Netherlands, Patu§pain, Sweden and the United Kingdom.
However, in April 2004 ten East European Repulfiage joined the Union - Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, MaPoland, Slovakia and Slovenia.

G-10: Bulgaria, Iceland, Israel, Japan, Korea, Repullidiechtenstein, Mauritius, Norway,
Switzerland, Chinese Taipei (Also referred as "lpaem-East Asian grouping”).

G-20: Argentina, Bolivia, Brazil, Chile, China, Cuba, Bdy India, Indonesia, Mexico,
Nigeria, Pakistan, Paraguay, the Philippines, Soéffica, Thailand, Venezuela, and
Zimbabwe.

G-33: The G-33 is also known as the /SBM Alliance to champion the concepts and
provisions of Special Products and Special SafegMachanisms. The Group comprises 42
developing countries of the WTO. They are: Antigul Barbuda, Barbados, Belize, Benin,
Botswana, China, Cote d'lvoire, Congo, Cuba, DaraimiRepublic, Grenada, Guyana, Haiti,
Honduras, India, Indonesia, Jamaica, Kenya, Koidauritius, Mongolia, Montserrat,
Mozambique, Nicaragua, Nigeria, Pakistan, Panarha,Philippines, Peru, Saint Kitts, Saint
Lucia, Saint Vincent and the Grenadines, SenegdlaBka, Suriname, Tanzania, Trinidad and
Tobago, Turkey, Uganda, Venezuela, Zambia, and diwie.

Indian Ocean Commission:Comoros, Madagascar, Mauritius, Reunion and Selgshel

Latin American Integration Association (LAIA): Argentina, Bolivia, Brazil, Chile,
Colombia, Ecuador, Mexico, Paraguay, Peru, UrugunyVenezuela.

MERCOSUR (South Cone Common Marker):Argentina, Brazil, Paraguay and Uruguay.
North American Free Trade Area (NAFTA): Canada, Mexico and the United States.
South African Development Community (SADC): Angola, Botswana, the Democratic
Republic of the Congo, Lesotho, Malawi, Mauritiddpzambique, Namibia, Seychelles,

South Africa, Swaziland, Tanzania, Zambia and Zipwx

South Asian Association for Regional Cooperation (§ARC): Bangladesh, Bhutan, India,
Maldives, Nepal, Pakistan and Sri Lanka.

West African Economic and Monetary Union (UEMOA): Benin, Burkina Faso, Cote

d'lvoire, Guinea-Bissau, Mali, Niger, Senegal ambd. Source: WTO and World Development
Indicator
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Annex 2: Descriptions of HS setions

HS Product Description

Section

I Live animals, animal products

Il Vegetable products

Il Animal or vegetable tats & oils & their cleavageogucts: animal or vegetable
waxes

v Prepared foodstuffs, beverages and tobacco

V Mineral products

VI Products of the chemical and the allied industries

Vi Plastics & rubber

VI Hides & skins: leather products, furskins and dti¢chereof

IX Wood, cork & articles thereof: manufacture of pfait materials: basket ware &
wickerwork

X Paper & paper-board & articles thereof

Xl Textile & textile articles

Xl Foorwear, headgear, umbrellas: prepared feathensides thereof

Xl Stone, cement and similar materials; ceramic prisdgtass & glassware

XV Pearls, precious and semi-precious stones/ metaldiées thereof; imitation Jewellery &
coin

XV Base metals & articles of base metals

XVI Machinery & their parts, electrical & electronicuggment, parts thereof

XVII Transport equipment

XVIII Instrument & apparatus: clocks & watches; partsc&essories thereof

XIX Arms & ammunition; parts & accessories thereof

XX Miscelaneous manufactured articles

XXI Works of art, collectors' pieces and antiques
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Annexure 3: The submissions by India in associatiowith other potential FTA partners at WTO

No. Details of the proposal Number of|[Number
countries of
supporting the|countries
Proposal (Incl.|currently
India) Part  of

Preferenti
al
Agriculture
1 "G-33 views on the Market Access Pillar" (Documéin. JOB 42 8
(04V65. Dated 1 June 2004)

2 G-20 views on "The Blended Formula”™ (Document 20 10
TN/AG/GEN/9. Dated 7 May 2004)

3 Agriculture - Framework Proposal (Document 20 9
JOB(03)/162/Rev. 1, Dated 29 August 2003)

4 "Paragraph 18 of The Draft Ministerial Text" (Dagent No.JOB 12 4
(03)/150. Dated 29 August 2003)

5 "Strategic Products" (Document No. JOB (03)/54tdd ® March 12 4
2003)

6 Countries in favour of the Uruguay Round approaoh tariff 60 6

reductions (Document No. JOB(03)/53, Dated 11 M&@b3)

7 Export Credits for Agricultural Products (Document o. 10 6

G/AG/NG/W/139 G/AG/WI/50, Dated 21 March 2001)
8 "Operation of the Green Box: Issues Raised by Membe AIE
Papers' and Pre-Seattle Submissions A-Compilation b
the  Secretariat” (Document No. G/AG/NGS/Dated 1
October 2000
9 "Market Access" (Document No. G/AG/NG/W/37/Corr.Oated 11 12 2
October 2000)
10 "Market Access" (Document No. G/AG/NG/W/37, Dated 11 2

September 2000)

Dispute Settlement
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about potential reduction in market (quota) accé@ss2004'
(Document No. WT/GC/W/503, Dated 14 July 2003)

1 "Dispute  Settlement Understanding Proposalsegal Text" 7 1
(Document No. TN/DS/\M7. Dated 11 February 2003)

2 "Negotiations on the Dispute Settlement UnderstagidiSpecia 9 4
and Differential ~ Treatment  for Developir@puntries]
(Document No. TN/DS/YW¥9, Dated 9 October 2002)

34 "Negotiations on the Dispute Settlement Underdtagid(Documen 8 3
No. TN/DS/W18/Add.l, Dated 9 October 2002)
"Negotiations on the Dispute Settlement UnderstagidiDocumen 8 3
No. TN/DS/W/18. Dated 7 October 2002)
General Council

1 "Doha work programme on Special and Differential LDCs. ang 14
Treatmentandutstanding  implementation  issues" (Docul
No. WT/GC/W/528. TN/C/W/16, Dated 5 April 2004) ACP

countried

2 "Singapore Issues: The way forward" (Document LDCs+ 15 13
WT/GC/VV/522. Dated 12 December 2003) countrieg
"Paragraphs 13. 14. 15 & 16. Dealiwwgh Singapore Issues, of t 16 6
draft Cancun Ministerial text contained" (Document  No.

3 WT/GC/W/514/Corr.l. Dated 4 September 2003)

4 "Paragraphs 13, 14. 15 & 16, dealing with Spaye Isaes, o 16 6
the draft Cancun Ministerial text" (DocumteNo. WT/GC/W/514
Dated 28 August 2003)

5 "Anti-dumping Actions in the Area of Textiles an@othing: 11 6
Proposal for a Specific Short-Term Dispensation irfFavour o
Developing Members” (Document N@/T/GC/W/502. Dated 1
July 2003)

6 "Trade in Textiles and Clothing: Developing Membetencerr 15 9
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"Comments on the EC communicatigVT/GC/W/491) on th
modalities for the Singapore issues" (Document
WT/GC/W/501. Dated 8 July 2003)

12

"Preparatory process in Geneva and negotiatingepge at  th
ministerial conferences"  (Document NeT/GC/W/471
Dated 24 April 2002)

15

"Proposal to Council for Trad®elated Aspects
Intellectual Property Rights" (Document No. IP/CBAZ2,
WT/GC/W/450. Dated 4 October 2001)

60

13

10

"Proposal for a Framework Agreement on Special Riffrential
Treatment" (Document No. WT/GC7MA2. Dated 19 Septeml
2001)

12

11

"Proposal for the Establishment of a Working Grdopthe Study
of the Inter-relationship between Trade amensfer of Technology
(Document No. WT/GC/W/443, Dated 18 September 2001)

12

12

"Proposal for the Establishment of a Working Grdapthe Stud)
of the Inter-Relationship between Trade didance” (Docume
No. WT/GC/W/444, Dated 18 September 2001)

12

13

"Proposal for the Establishment of a Working Grdopthe Stud)
of the Inter-Relationship between Trade dbelbt" (Documer
No. WT/GC/W/445. Dated 18 September 2001)

12

14

"Principles and Organization for the Fatu Work
Programme of the World Trade Organization" (Docut|
No.WT/GC/W/375. Dated 18 October 1999)

17

15

"Implementation Issues to be Addressedefoi/At Seattle
(Document No. WT/GC7W/354. Dated 11 Octati299)

12

16

"Implementation Issues to be Addressed in thet Fifsar of
Negotiations" (Document & WT/GC/W/355. Dated Il Octob!
1999)

12

17

“Transfer of technology provisions itheWTO provisions
(Document No. VVT/GC/NB27/Add. 1. Dated 28 Septem
1999)

18

"Transfer of  Technology Provisions in the WTO
Agreemeng” (Document "No. WT/GC/W/327. Dated 22 Septen
1999)
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19 "Proposal Regarding Extension of Pridec  of 8
Geographical Indications under Paragraph 9Ja@f the Genev.
Ministerial Declaration”  (Document  No. WAT/W/2(8.
Dated 17.lune 1999)

20 "Agreement on Subsidies and Countervailing Measy 9
(Document No. WT/GC/W/164/Rcv.2. Dated 14 JL889)

21 "Agreement on Subsidies and Countervailing Meas(Desumen 9
No. WT/GC/W164/Rev.l. Dated 4 June 1999)

I nvestment

1 "Investors' and Home Governments' Gtiigns' 6
(Document No. WT/WGTI/W/152, Dated 19 November 2002

Non-Agricultural Market Access

1 "Market Access for non -agricultural products” (Docume 10
No. TN/MA/W/31. Dated 25 March 2003)

Services

1 "Review of Progress as established in Paragraphoflghe 18
Guidelines and Procedures for the gadtiations'
(Document No. TN/S/W/19. Dated 31 March 2004)

2 "Joint Statement on Liberalization ofMode 1 under GAI 3
negotiations" (Document No. JOB(04)/87, Dated 28J2004)

3 "Mode 4Transparency Issues" (Informal Pa 14
Document No. JOB(04)/142, Dated 29 September 2004)

4 "'Review of Progress in Negotiations, Including $suant to 9
Paragraph 15 of the Guidelines fdegotiations" (Document N
TN/S/W/23, Dated 29 September 2004)

A "Joint Statement on the Implementation of Pardgrap of thg 18
Guidelines and Procedures for the Negotiations"c(Dwent No
TN/S/WI/16, Dated 25 July 2003")

6 "Proposed Liberalization or Mode 4 UnderGAIS 14
Negotiations" (Document No. TN/S/W/14, Dated 3 20Y3)

7 "Joint Statement on the Negotiations ®faritime Transpo 40

Services" (Document No. TN/S/W/11. Dated 3 MarcB20
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8 “Assessment of Trade in Services” (Document Nssiv/114. Dated 24 Novembgr 10 1
2000)

9 "Elements for Negotiating Guidelines and Procedu{Document No. S/ICSS/W/h. 23| 10
Dated 24 November 2000)

TRIPS

1 "The relationship between the TRIPS AgreementtaedConvention on Biologicdl 7 2
Diversity (Document No. IP/C/W/420. Dated 2 Mard02)

2 "The relationship between the TRIPS AgreementtaadConvention on Biological 9 2
Diversity and the protection of Traditional Knadbe" (Document Na.
IP/C7W/403. Dated 24 June 2003)

3 "Non-violation and situation nullification or immpment under the TRIPS 14 5
Agreement" (Document No. IP/C7W/385. Dated 30 Cat@®02)

4 "The extension of the additional protection fago@raphical Indications to produgts 21 4
other than wines and spirits" (Document No. 1P/C338. Dated 24 June 2002)

5 "Work on issues relevant to the protection of @aphical Indications| 19 3
(DocumentNo.1 P/C/W/308/Rev. 1. Dated 2 Octobef 00

6 "TRIPS and Public Health" (Document No. IP/C/\W82Dated 29 June 2001 5 12

7 "Extension of the protection of Geographical tadions for wines and spirits o 17 3
geographical indications for other products” (Doemtn No. IIVC/\W247/Rcv.l,

Dated 17 May 2001)

8 “Implementation of article 24.1 - extension ofl@mbnal protection for Geographical 12 2
Indications to products other than wines and gdirifDocument No. |
P/C/W/204/Rev. |. Dated 2 October 2000)

9 "Extension of the protection of Geographical tadions for wines and spirits o 13 2
geographical indications for other products” (DoeuntnNo. IP/C/W/247.Dated 29
March 2001)

10 | Implementation of article 24.1 — extension odiidnal protection for Geographical 9 1
Indications to products other than wines and syirit
(DocumentNo.IP/C/W/204.Dated18September 2000)

Constructed from India’s joint submissions to WTO
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