CUTS Centre for
International Trade,
Economics & Environment

Research Report

Competitiveness
of Service Sectors
in South Asia:

Role and Implications of GATS

National Council of Applied
Economic Research

Hed X CUTS
5 Twenty Years of #0321
Social Change

1984 to 2003




Competitiveness of Service

Sectors in South Asia:
Role and Implications of GATS

®2H9 X CUTS ’IJ

CUTS Centre for International National Council of Applied
Trade, Economics & Environment Economic Research



Competitiveness of Service Sectors in South Asia:
Role and Implications of GATS

This paper was researched and written by Dr. Rajesh Chadha, Chief Economist, National
Council of Applied Economic Research, New Delhi, India. The author acknowlegdes research
support of Mr. Devender Pratap, Ms. Anjali Tandon, Mr. Praveen Sachdeva, Mr. Kapil Soni.
Comments on the draft received from Dr. Arif A. Wagqif, Professor and Dean, University of
Hyderabad, Professor Rupa Chanda, Indian Institute of Management, Bangalore and others have
been suitably incorporated.

Published by:

®2q X CUTS

CUTS Centre for International Trade, Economics & Environment
D-217, Bhaskar Marg, Bani park, Jaipur 302016, India

Ph: 91.141.220 7482, Fax: 91.141.220 7486

Email: citee@cuts.org

Web Site: www.cuts. org

Edited by:
Pranav Kumar

With the Support of:

A

N

International Development Research Centre, Canada

Under the South Asian Civil Society Network on International Trade Issues (SACSNITI) Project.

Printed by:
Jaipur Printers P. Ltd.
Jaipur 302 001, India

ISBN 81-8257-000-X

© CUTS, 2003

#0321, Suggested Contribution: Rs. 100/US$25



=

5 5 = = =2 8 F

Contents

INETOAUCEION .....cuenvvetiieiieiet ettt sttt sttt b et e bbb 9
Growing Importance of Services in Developing COUNtIIes ............ccceveeveveeerieerieerieeeeeeeeeeeneennns 12
Relevance of GATS to the Developing ECONOMIES .........cccevirveirieerieenieienieinieenieesreesseesseesseessenes 15
Growth of Commercial Services: SOUth ASIa ........cceeueriririieiiniiee e 17
GATS Schedules of Commitments ..........cccovueueiriririeierinirieee ettt P
Commitments of South Asian COUNLTIES ..........ccererurieuiiiniririeiririeieie ettt Ye]
Country Commitments on Trade in Health Services ..........ccccovveeeriviiviecieieieecececeseeeee e 40
Concluding REMATKS ..........ccccvieiiiiieieiicinieiset ettt ettt se st s e s sessesassesassesassesannes 51
RETEIBICES ...ttt ettt b s 7!

BIANOUES ..ottt ettt sttt ettt e s bt sbeesatesabesbe e bt e sabesa bt ebtesabesareenbtesasenbeeaeesaee s %



Box 1:
Box 2:
Box 3:

Table 1:
Table 2:
Table 3:
Table 4:
Table 5:
Table 6:
Table 7:
Table 8:
Table 9:

Table 10:
Table 11:
Table 12:
Table 13:
Table 14:
Table 15:
Table 16:
Table 17:
Table 18:

Annex 1
Annex 2

List of Boxes

Format and example of a schedule of horizontal and specific commitments ............cccccoeveevveirrerenenn. 2
South Asia: GATS COMMUITIMENTS .......cerveririeirieirieirieireisieereeseesseessesesseessesessesessesessesessesessesessens 2
Specific commitments of WTO Members on individual health services ..........c.cccccvevveeeiievievierennnee. 43

List of Tables

Trade in Services by Mode of SUPPLY .....coveveieiivieiieiiciseeteee e e 14
Sectoral share of GDP in South Asian Countries .........c..cccecvrrieennnieeiennieeceneeeeeseeeeseeenene 17
Exports of commercial Services in major Regions/Economies of World (US$mn) ...........cccevvvveeeee. 18

Exports of commercial Services in total exports (Merchandise and commercial services), (percent) .. 18

Share of transport in commercial service eXports (in PErCENLt) .........ccveeveeevreerieirreirieerreeseeesreenens 19
Share of travel in commercial service exports (In PEICENt) ..........ccevveveeereeiiereirerereereeeereeeeesreerenens 2
Share of other services in commercial service exports (in PErcent) ..........ccoceeveeverevrevreveeveeveereeeeeenens 2
RCA of commercial service in major Regions/Economies of World ............cccceeevveivreevieeneeenecenieennn, 21
RCA of transport services in major Regions/Economies of world ..............cccoeevvnevnecinevineceneesenenn, 2
RCA of travel services in major Regions/Economies of World ............ccccevveriniriniininerenensenesenieenens 2
RCA of other services in major Regions/Economies of World............ccceevveverevnernerenereniecenenennenenns 2
Total expenditure on health as % of GDP ..........ccceoviiiiiiiiieeeeee e 45
Public expenditure on health as % of total expenditure on health.............cccccooveivreiviiienciiicieen, 45
Public expenditure on health as % of general government expenditure .............ccccecvrveervnernrereeennnn, 46
Per capita total expenditure on health at official exchange rate units ..........ccocoovvererevncrniennennn, 46
Per capita total expenditure on health in international dollars (PPP) .........c..ccccooevvievinievciiciierennen, 47
Per capita public expenditure on health at official exchange rate (US$) ..........cccocevvvvveereveeerererenne. 47
Per capita public expenditure on health in international dollars (PPP) ............ccoceoevveievieverennieennenne. ]

List of Annexes

WTO clasSifICAtion Of SETVICE SECLOTS ..euveeeveeereeeteeeteeeteetesereeeeesseeseseeeeeseeseseseseeseesssesaseesseesssesasesasees 57
Schedules of COMMUIEINEIIES .......ocvvivviiiieeieeeeeese ettt e sreesrresabesreesseesaeesavessseesaeesasesnseossesanesane (4



Preface

Services production is a dominant economic activity in virtually all countries of
the world, regardless of their level of development. The sector represents well
over 60 percent of world GDP. The strong and growing role of services in world
production, however, is not reflected in its share of world trade. With some nota-
ble exceptions, such as maritime transport and a segment of international finance
(mainly banking), services have not historically been traded on a significant scale
and most have been regarded as essentially domestic activities.

Nevertheless, trade in services has grown more rapidly than merchandise trade
since 1985, with developing countries increasing their share during this period.
Commercialisation and the reduction, or elimination, of existing barriers to entry
have transformed policy regimes across many countries and sectors. Further-
more, the emergence of the Internet has helped create a range of new, interna-
tionally tradeable products from e-banking to tele-health to distance learning. It
has also helped to remove distance-related barriers between suppliers and users
in remote locations. A growing number of services such as telecommunication
and other infrastructural services previously under State monopoly are gradually
being exposed to competition.

The General Agreement on Trade in Services (GATS) s the first and only set of
multilateral rules covering international trade in services. It addresses trade in
services through four modes of supply. The presence of natural persons, referred
to as Mode 4, is one of the four possible ways of trading a service under GATS.
Recent estimates, based on limited empirical information, suggest that Mode 3,
commercial presence, accounts for more than half of world trade in services and
Model, cross-border trade, for about a fourth, while Mode 2, consumption abroad,
contributes less than one-fifth. Mode 4 was found to be nearly insignificant, ac-
counting for just over one percent of world services trade.

Liberalisation of restrictions under Mode 4 and any resulting inflows of foreign
investment can be essential ingredients of growth and development strategies.
Relaxation of restrictions on the movement of natural persons, covered by Mode
4 of the GATS can also help to reduce poverty in poorer countries including
through remittances, reductions in surplus labour and skill transfers. Progressive
liberalisation of trade in services is a core objective of the ongoing services nego-
tiations mandated under Article XIX of the GATS. It is expected that the gains
from liberalising services are substantially greater than those from liberalising
tradein goods.

Dani Rodrik of the Harvard University in his study has estimated that temporary
work permits for skilled and unskilled workers from poorer nations equivalent to,
say, 3 percent of the rich countries’ labour force would easily yield $200bn a year
for the developing nations. In another study on mobility of labour done by Alan
Winters of the University of Sussex, a similar movement of labour would gener-
ate an estimated increase in world welfare of over $US150bn p.a.
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Given this background, this research report tries to emphasise the relevance of
GATS for the developing economies with a particular focus on South Asia. In this
study the author has done a simple analysis to check the revealed comparative
advantage (RCA) of export of commercial services in total export (merchandise
and commercial services). The developing countries of East Asia and Pacific as
well as South Asia do reveal comparative advantage in commercial services. With
1.4 asits comparative advantage in commercial services, India is the major con-
tributor in the making of the RCA for South Asia. However, other South Asian
countries have less than unity RCA.

Further, the study examines the case of export of hospital services from South
Asia. The modernisation of health care facilities has led to concomitant hike in
costs of these services. Governments’ resource constraints may not necessarily
provide guaranteed access to health care services for populations of respective
countries. Thus, the scope for the private sector providing health care facilities
has been rapidly expanding across the globe. This has increased the potential for
international trade in health services. A number of developed countries have
taken advantage of new trade opportunities in providing health services.

The study finds that though potential for trade in health services has been in-
creasing during the last few decades, countries have adopted relatively conserva-
tive approach while listing their commitments on health services under GATS. As
regards South Asia, there has been a low level of commitment on health services
by them, with only India and Pakistan having made some positive commitments.
However, export of health-services is an area in which developing countries,
particularly India, could become major exporters. These countries can attract
foreign patients to domestic hospitals and foreign elderly for nursing care. They
can also earn from temporary movement of health-professionals abroad.

Besides, identifying the potential gains from trade liberalisation in services and
more particularly hospital services, the author, Dr. Rajesh Chadha has also cau-
tioned about some legitimate concerns such as an increase in exports may have
an adverse effect on the domestic availability of such services, especially for the
poor. In the short run, increased exports are likely to reduce availability and/or
increase prices domestically. But there may be some positive effects. As a positive
spin-off increased export revenues may provide the resources for expansion of
domestichealth care facilities.

The present paper intends to highlight how can the ongoing GATS negotiations
be used to generate a stronger liberalising momentum in health sector? It would
be in the interest of all countries to separate temporary movement from migra-
tion, and to push for liberalisation primarily with respect to the former.

Jaipur, India Pradeep S. Mehta
November 2003 Secretary General
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The 1980s witnessed a faster growth
of trade in services as compared with
growth of merchandise trade.

The General Agreement on Trade in
Services (GATS) is the first
multilateral agreement, under the
auspices of Uruguay Round, to provide
legally enforceable rights to trade in

a wide range of services along with
their progressive liberalisation.

The preamble to the GATS states that
the general goal of participants is to

establish a multilateral framework of

principles and rules for trade in

services with a view to expanding
such trade under conditions of

transparency and progressive

liberalisation.

Chapter-1
Introduction

Despite a common misconception about their being non-tradable, services
have always been traded in one way or the other. For example, transportation
and travel have always been significant economic activities. The 1980s witnessed
a faster growth of trade in services as compared with growth of merchandise
trade. It took economists and the policy-makers more than four decades to
convince themselves that some discipline had to be introduced to the gamut
of trade in services across the national borders, similar to the GATT (General
Agreement on Tariffs and Trade) for merchandise trade.

Restrictions and barriers to trade in services do not work in the same way
as in the case of merchandise trade since most of the services are actually
not observed to cross borders. However, restriction on the ability of national
service providers to provide these services across borders and within foreign
countries put additional costs and barriers to international trade (Deardorff
2000, Stern 2000). Such barriers are created through limiting the access of
foreign services and the foreign suppliers of services to domestic markets.

Hoekman and Braga (1997) distinguish four different types of barriers, namely
1) quotas, local content, and prohibitions; 2) price-based instruments; 3)
standards, licensing, and procurement; and 4) discriminatory access to
distribution networks. It has been argued that the fundamentals of trade in
services are really no different from trade in goods, and only the difficulties

of measuring and monitoring trade in services make it distinctive (Deardorff
1985).

The General Agreement on Trade in Services (GATS) is the first multilateral
agreement, under the auspices of Uruguay Round, to provide legally enforceable
rights to trade in a wide range of services along with their progressive
liberalisation. Though very little liberalisation was actually achieved, the
negotiations on trade in services established the institutional structure for
negotiating liberalisation in the future. Many of the developing countries have
not been very receptive to the conception of GATS mainly due to non-
existence of such rules in the past and also because many of the service
sectors had always enjoyed heavy protection.

The preamble to the GATS states that the general goal of participants is to
establish a multilateral framework of principles and rules for trade in services
with a view to expanding such trade under conditions of transparency and
progressive liberalisation. This would promote the economic growth of all
trading partners and the development of developing countries. The agreement
expresses desire “to facilitate the increasing participation of developing
countries in trade in services and the expansion of their service exports
including, inter alia, through the strengthening of their domestic services
capacity and its efficiency and competitiveness”.

%29 ¥ CUTS
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The developing countries need to play
a different strategy during the
ongoing negotiations, Rather than
resisting the liberalisation of domestic
markets and seeking a dilution of
multilateral rules, they need to push
aggressively for further liberalisation.

The preamble clearly recognises the right of all parties to regulate the supply
of services within their territories. It takes “particular account of the serious
difficulty of the least-developed countries in view of their special economic
situation and their development, trade and financial needs”.

Though the GATS may justifiably be credited with having created a more
secure environment for trade in services, it has not generated either the
negotiating momentum to reduce such protection or the rules to ensure that
it takes a desirable form (Mattoo 2000). The developing countries need to play
a different strategy during the ongoing negotiations. Rather than resisting the
liberalisation of domestic markets and seeking a dilution of multilateral rules,
they need to push aggressively for further liberalisation. This may be achieved
through:

* liberalisation of domestic service markets, emphasising competition more
than a change of ownership;

* development of improved rules for domestic regulations that encourage
economic efficiency in remedying market failures and pursuing social goals;
and

¢ effective liberalisation of foreign service markets by the elimination of both
explicit restrictions and implicit regulatory barriers. At the same time, the
developed countries should eliminate their barriers to exports from the
developing countries. We may then witness not a bitter round of grudging
concessions thus leading to a virtuous cycle of mutually beneficial
liberalisation (Mattoo 1999).

The term “services” covers a wide range of economic activities. The WTO
Secretariat has divided these divergent activities into 12 sectors.! The twelve
major categories of services are further divided into 155 sub-sectors. For each
sub-sector, commitments are further classified under the four modes of delivery
of services with respect to market access and national treatment.

However, the GATS services supplied in the exercise of governmental authority
(neither supplied on commercial basis nor in competition with one or more
service suppliers) are excluded from GATS discipline. These include the services
of central banks and other monetary authorities, statutory social security,
public requirement plans, and public services using government financial
resources.

Further, the Annex on Air Transport Services exempts from coverage measures
affecting air traffic rights or directly related services. The same holds true
about the Annex on Movement of Natural Persons, which specifies that the
GATS does not apply to measures either affecting natural persons seeking
access to employment market of a Member or regarding citizenship, residence
or employment on a permanent basis.

Given that there is enough indication that the future is going to put multilateral
discipline on trade in services, it is important that the developing countries
themselves undertake serious work on understanding the implications of the
forthcoming bindings. Provision of efficient services by a WTO member country
is likely to hold the key to exports of services as well as the international
competitiveness of other sectors of production. Our interest in the present

study is limited to the four WTO member South Asian countries, viz.
Bangladesh, India, Pakistan and Sri Lanka.

10 ¢ Competitiveness of Service Sectors in South Asia: Role and Implications of GATS A K CUTS



The present study is based on an attempt towards understanding the relevance
of trade in services and the multilateral discipline thereon in the context of
the developing countries. Trade in health services is the topic of specific
interest. The growing importance of services in the economies of developing
countries is discussed under section IL. Section III highlights the relevance of
GATS to the developing countries. Growth of commercial services in South
Asia is the subject matter of section IV. Section V explains the nature of GATS
Schedules of Commitments. Horizontal and sector-specific commitments by
the four South Asian countries are detailed out in section VI. Section VII
provides details on commitments by these four countries on trade in health
services. Concluding remarks are given in section VIII.
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Transport covers all transport services

performed by residents of one
economy for those of another and
involving the carriage of
passengers, movement of goods
(freight), rental of carriers with
crew, and related support and
auxiliary services.

Travel covers goods and services
acquired from an economy by
travellers in that economy for their
own use during visits of less than
one year for business and personal

purposes.

Other commercial services include
such activities as insurance and
financial services, international
telecommunications, postal and
courier services; computer data;
news-related service transactions
between residents and non-
residents; construction services;
royalties and license fees.

Chapter-11

Growing Importance of Services in
Developing Countries

What constitutes trade in services?

Balance of payments statistics given by IMF is the main source of information
on international trade in services. It has many weaknesses. Some of the large
economies — such as former Soviet Union — did not report data on trade in
services till recently. Disaggregation of important components is limited and
it varies across countries. There are inconsistencies in the methods used to
report items contributing to a downward bias in the value of the service trade
reported in the balance of payments.?

Commercial service exports are total service exports minus exports of
government services not included elsewhere. International transactions in
services are defined by the IMF’s Balance of Payments Manual (1993) as the
economic output of intangible commodities that may be produced, transferred,
and consumed at the same time. Definitions may vary among reporting
economies.

* Transport covers all transport services (sea, air, land, internal waterway,
space, and pipeline) performed by residents of one economy for those of
another and involving the carriage of passengers, movement of goods
(freight), rental of carriers with crew, and related support and auxiliary
services. Certain services are excluded from transport service category. For
example, freight insurance is included in insurance services; goods procured
in ports by non-resident carriers and repairs of transport equipment are
included in goods; repairs of railway facilities, harbours, and airline facilities
are included in construction services; rental of carriers without crew is
included in other services.

* Travel covers goods and services acquired from an economy by travellers
in that economy for their own use during visits of less than one year for
business and personal purposes. Travel services include the goods and
services consumed by travellers such as meals, lodging, and transport
including car rental (within the economy visited).

¢ Other commercial services include such activities as insurance and financial
services, international telecommunications, postal and courier services;
computer data; news-related service transactions between residents and
non-residents; construction services; royalties and license fees; miscellaneous
business, professional, and technical services; and personal, cultural, and
recreational services.

As per the GATS compass, trade in services includes the sum total of all that
is traded under the four modes of service transactions among different countries

12 ¢ Competitiveness of Service Sectors in South Asia: Role and Implications of GATS
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The scope of service transactions gets
widened under GATS through
introducing additional concepts like
nationality, territorial location, and
ownership or control.

The Manual of Statistics of
International Trade in Services (MSITS,
2001) is a major effort to resolve the
divergence between GATS legal
framework and the traditional statistical
framework mentioned under BPM5.

of the world. The traditional IMF definition of trade in commercial services
is based on the Balance of Payments Manual (BPM5). The balance of payments
statistics under BPM5 are based on the concept of residency and all transactions
are recorded between residents and non-resident transactors.?

The scope of service transactions gets widened under GATS through introducing
additional concepts like nationality, territorial location, and ownership or
control. The data of trade in commercial services as provided by IMF (BPM5)
relates only to the first two modes of service transactions. In fact, there is no
mention of supply of services through commercial presence and the quantum
of trade in services based on the movement of natural persons is, at best,
estimated as a proxy.

The Manual of Statistics of International Trade in Services (MSITS, 2001) is
a major effort to resolve the divergence between GATS legal framework and
the traditional statistical framework mentioned under BPM5. The MSITS is
the result of a joint effort among six international organisations.* An
internationally agreed GATS-coherent framework for the compilation and
reporting of statistics of international trade in services has been set out in
MSITS. However, the MSITS conforms with and explicitly relates to BPM5.

International transactions under Mode-3 are based on commercial presence
of foreign affiliates. The foreign affiliate trade in services has been referred
to as FATS under MSITS. The statistical concept of FATS is very much similar
to the commercial presence notion under GATS (Karsenty, 2000). However,
there are two major differences. First, while GATS refers to majority ownership
and control, FATS data are based on majority ownership alone. Secondly,
while GATS covers services whether produced by a service company or a
company classified under manufacturing sector, FATS statistics aim at
measuring the output of companies classified according to their primary
activity.

Thus trade of commercial services in our analysis refers to the first two modes
of trade in services while trade of all services, in accordance with the GATS
definition, includes international service transactions under modes 3 and 4 in
addition to commercial services.

World exports of goods and commercial services averaged $7.2tr annually in
the triennium ending (TE) 2000, including $1.42tr worth of exports of services
accounting for about one-fifth of the total world exports (IMF-BOP data)®.
While the export of services accounts for 16.2 percent of developing-country
export, the corresponding share is higher at 21.5 percent for industrial countries
during the TE 2000.

The share of developing countries in the world export of services increased
from 22.3 percent in 1991 to 28.1 percent in 2000. The share of Asian
developing countries in total world exports increased from 9.9 percent to 14.5
percent during this period (IMF-BOP data).

%29 ¥ CUTS
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The following section lays out the relevance of GATS for the developing countries.

Table 1: Trade in Services by Mode of Supply

Mode Proxy Used Value ($b) Share Value ($b) Share
1997 (Percent) 2000 (Percent)
Model IMF BOP Commercial 890 409 972 410
Services minus travel
Mode2 | IMF BOP Travel 44 19.5 46.3 195
Mode 3 | FATS gross output 820 317 896* 378
in services
Mode4 | IMF BOP compensation 41 19 41 1.7
of employees
Total 2,175 100.0 2,372 100.0
Sources: Karsenty (2000) revised, IMF Statistical Yearbook (various issues).
* Our estimate assuming growth in FATS is equal to that in IMF-BOP commercial services.
14 « Competitiveness of Service Sectors in South Asia: Role and Implications of GATS FH X CUTs



The main objectives of GATS are the
expansion of trade in services,
progressive liberalisation of such
trade through negotiations,
transparency of rules and regulations,

and increasing participation of

developing countries.

The GATS imposes few limitations on
national policy, with the only
requirement that there should be no
discrimination across alternative

sources of supply.

Chapter-I11

Relevance of GATS to the Developing
Economies

The General Agreement on Trade in Services (GATS) is the first multilateral
agreement under the auspices of Uruguay Round to provide legally enforceable
rights to trade in a wide range of services along with their progressive
liberalisation. The main objectives of GATS are the expansion of trade in
services, progressive liberalisation of such trade through negotiations,
transparency of rules and regulations, and increasing participation of developing
countries. Though very little liberalisation was actually achieved, the negotiations
on trade in service sectors established the institutional structure for negotiating
liberalisation in the future.®

The core principles of the GATT, namely Most Favoured Nation (MFN) and
National Treatment (NT), apply generally to the GATS. However, these are
highly qualified (Srinivasan, 1998). First, a member can exempt any service
from the application of MFN and seek further exemptions within sixty days
beginning four months after entry into force of the Uruguay Round agreement.
Second, a member can improve, modify or withdraw all or part of its specific
commitments on financial services during this period. Third, NT applies only
to sectors and sub-sectors listed in the member’s schedule.

The GATS imposes few limitations on national policy, with the only requirement
that there should be no discrimination across alternative sources of supply
(Hoekman, 1995). The participating countries are not required to alter
regulatory structures or to pursue an active antitrust or competition policy.
The positive-list approach enabled many developing countries to accede to
GATS with minimal commitments. Accordingly, the GATS may affect developing
countries only in a limited way since its rules apply only if specific commitments
are made.

There are certain Articles in the GATS, which deal with specific provisions
relating to developing countries (UNCTAD-World Bank, 1994). These include
Article ITI (transparency), IV (increasing participation of developing countries),
V (economic integration), XII (measures to safeguard the balance of payments),
XV (subsidies), XIX (negotiation of commitments) and XXV (technical
collaboration). Articles IV and XXV deal exclusively with developing countries.
The Annex on telecommunications contains a special article on technical
cooperation in the telecommunications industry.”

GATS Article IV seeks increasing participation of the developing countries in
world trade in services through negotiated specific commitments for access to
technology on a commercial basis, improved access to distribution channels
and information networks, and the liberalisation of market access in sectors
of export interest to developing countries. With regard to transparency, the
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industrialised nations were asked to establish contact points within two years
of the entry into force of the agreement.

These points would facilitate the access of developing country services suppliers
to information relating to the commercial and technical aspects of specific
services, requirements for registration, recognition and obtaining of
professional qualifications, and the availability of services technology. The
final provision of Article IV states that special priority shall be given to least
developed countries in the implementation of provisions of Article IV.

GATS Article XXV on technical cooperation reaffirms the access of developing
country services suppliers to contact points to be established in developed
countries (Article IV). It further states that technical assistance to developing
countries shall be provided at the multilateral level by the competent Secretariat
and shall be decided upon by the Council for Trade in Services. Apart from
Although the developing countriesare  the secretariat, other multilateral organisations, such as the United Nations
accorded limited specialand ~ and the World Bank, could also be involved in providing such assistance.
differential treatment under GATS,

this agreement contains no provisions  Although the developing countries are accorded limited special and differential

similar to Part IV of the GATT on treatment under GATS, this agreement contains no provisions similar to Part
more favourable treatment of IV of the GATT P bl £ develoni ies. GATS
developing countries. of the on more favourable treatment of developing countries.

Article XIX allows developing countries to make fewer specific commitments
than industrialised nations. The developing countries have limited flexibility
to offer less liberalisation of services than developed countries but they are
not allowed a free ride. The GATS is based on the argument that if the
national governments have concern for economic efficiency, the optimal policies
would be the same both for developed as well as developing countries.

The present study has a special focus on four South Asian member countries
of the WTO. The following section provides a detailed discussion on growth
of commerecial services in the four South Asian countries under study.

16 ¢ Competitiveness of Service Sectors in South Asia: Role and Implications of GATS A K CUTS



Chapter-1V

Growth of Commercial Services:
South Asia

There has been a major structural change in the four South Asian countries
during the last two decades. The overall share of services in GDP of South
Asia has increased from 37.3 percent in 1980 to 49.2 percent in 2000 (Table
2). The change has been relatively sharp in the case of Bangladesh and India
where the share has increased from about 36 percent in 1980 to about 50
percent in 2000.

Exports of commercial services from major regions of the world along with
the four South Asian countries, viz. Bangladesh, India, Pakistan and Sri
Lanka, during the last two decades are summarised in Table 3. The data also
provides averages for the triennium ending 2000 (1998-2000). It may be
observed that more than four-fifths of the total export of commercial services
originates from the high-income countries leaving less than one-fifth from the
low and middle-income countries? The share of India in exports of commercial
services constitutes more than 85 percent of exports of commercial services
originating from South Asia but just above one percent of world exports of
commercial services.

The share of exports of commercial services in total world exports (merchandise
plus commercial services) has averaged at 18.9 percent during the TE 1998-
2000 (Table 4). While the similar share touched a high of 20.3 percent for the
high-income countries and 14.7 percent for low and middle-income countries
during the corresponding triennium. The similar share of South Asia averaged
at 22.3 percent, which is above that for high-income countries. Within South
Asian countries, India has a relatively high share of 27.4 percent while
Bangladesh a relatively low share of 4.5 percent.

Table 2: Sectoral share of GDP in South Asian Countries
Sectors Agriculture Industry Services
Countries 1980 1991 2000 1980 1991 2000 1980 1991 2000
Bangladesh 494 375 243 148 169 24.7 358 456 510
India 381 310 240 259 289 2711 36.0 401 489
Pakistan 306 256 262 256 25.7 249 438 487 489
Sri Lanka 266 223 206 212 292 213 462 485 521
South Asia * | 378 306 242 249 274 26.7 373 420 492
Note: * The region includes four countries only
Source: ADB, Asian Development Outlook, 2001, and World Development Indicators, World Bank
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Table 3: Exports of Commercial Services in major
Regions/Economies of World (US$mn)
Region/Economy 1980 1990 1998 1999 2000 | Average
1998-2000
Low & middle income countries | 655838 | 102929 | 268012 | 237556 | 261149 255572
High income countries 297904 | 647432 | 1048583 | 1033861 | 1169694 | 1084046
World 363547 | 750361 | 1316688 | 1271417 | 1430843 | 1339649
East Asia & Pacific 15 | 31204 | 87727 84486 85404 85872
Europe & Central Asia 16176 | 15237 | 79857 65147 73142 72715
Latin America & Caribbean 15855 | 25313 | 49216 40681 48444 46080
Middle East & North Africa 2099 | 14872 | 23387 23831 23880 23699
Sub-Saharan Africa 8048 MU87 | 13471 8851 9371 10564
South Asia 4014 6816 | 14418 14660 20908 16662
Bangladesh 172 296 252 266 283 267
India 2861 4610 | 11067 1340 17670 14226
Pakistan 576 1218 1416 1446 1284 1382
Sri Lanka 223 425 888 888 915 897
Source: World Bank, World Development Indicators, various issues

Table 4: Exports of Commerical Services in total exports
(Merchandise and commercial service) (in percent)
Region/Economy 1980 1990 1998 1999 2000 | Average
1998-2000

Low & middle income countries 110 128 169 146 130 14.7
High income countries 179 192 205 203 202 203
World 161 179 196 189 184 189
East Asia & Pacific 120 124 141 126 10.7 123
Europe & Central Asia 133 109 23.7 208 193 212
Latin America & Caribbean 139 150 145 121 120 128
Middle East & North Africa 6.7 105 177 149 10.1 135
Sub-Saharan Africa 94 125 143 106 92 113
South Asia 228 197 212 207 246 223
Bangladesh 178 150 47 49 42 45
India 256 204 245 216 295 2714
Pakistan 180 179 141 140 123 134
Sri Lanka 174 176 158 162 15.1 15.7
Source: World Bank, World Development Indicators, various issues
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The average share of transport services in total commercial services is about
24 percent, for high as well as low and middle-income countries during 1998-
2000 (Table 5). The similar share is relatively low at 17 percent for South
Asian region during the corresponding period. While Pakistan exports three-
fifths of its total exports of commercial services as transport services, the
share is as low as 13.4 percent in the case of India.

The average share export of travel services in world exports of commercial
services is 31.5 percent during 1998-2000 (Table 6). The similar share is 28.8
percent in the case of high-income countries while it is 43 percent for low and
middle-income countries during the corresponding period. South Asia is a poor
performer clicking at 21.4 percent only. While the corresponding share of Sri
Lanka is relatively high at 26.3 percent it is relatively low for Pakistan only
at 6.9 percent. India clicks at 22.0 percent and Bangladesh at 19.1 percent.
The average share of export of “other services” in world export of commercial
services touched 45 percent during 1998-2000 (Table 7). The similar share is
47.2 percent for the high-income countries and 33.4 percent for the low and
middle-income countries during the corresponding period. South Asia clicked
a high share of 61.4 percent due to the similar share being high at 64.5
percent in the case of India. However, Pakistan and Sri Lanka registered
relatively poor shares at 33.3 and 29.1 percent, respectively.

We have undertaken a simple analysis to check the revealed comparative
advantage (RCA) of export of commercial services in total export (merchandise
and commercial services). RCA of export of commercial services for a region/
country is the ratio of two different ratios. The numerator is the ratio of
export of commercial services of the region/country to its total export. The
denominator remains same for each region/country and is the ratio of world
export of commercial services to total world export. Thus, while the numerator
keeps changing depending on the region/country under consideration, the
denominator remains same in calculating RCA for different regions/countries
(Table 8).

Table 5: Share of transport in commerical service exports (in percent)

Region/Economy 1980 1990 1998 1999 2000 | Average

1998-2000
Low & middle income countries 39.7 287 248 230 232 23.7
High income countries 391 280 254 234 232 240
World 392 281 253 234 232 24.0
East Asia & Pacific 437 286 229 233 242 235
Europe & Central Asia - 250 288 258 265 270
Latin America & Caribbean 340 283 228 20.7 202 212
Middle East & North Africa 217 44 - 248 244 24.6
Sub-Saharan Africa 508 321 222 226 4.1 230
South Asia 219 279 269 138 11.0 172
Bangladesh 2.7 129 365 3563 323 347
India 156 208 160 135 106 134
Pakistan 476 593 569 571 654 598
Sri Lanka 193 39.7 450 450 437 46
Source: World Bank, World Development Indicators, various issues
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While the RCA value of above unity reveals comparative advantage, its value
less than unity reveals absence of comparative advantage. The value unity

itself reveals neutrality to the existence of comparative advantage or not. It
may be observed from Table 8 that, on an average, the high-income countries
have comparative advantage in export of commercial services and not the low
and middle-income countries during 1998-2000.

However, the developing countries of “East Asia and Pacific” as well as “South
Asia” do reveal comparative advantage in commercial services. With 1.4 as its
comparative advantage in commercial services, India is the major contributor
in the making of the RCA for South Asia. Other South Asian countries
register relatively low RCA, which is less than unity and hence do not reveal
comparative advantage. The similar RCA is 0.8 for Sri Lanka, 0.7 for Pakistan
and 0.2 for Bangladesh.

The four South Asian countries have different comparative advantage, differ
in major export components of commercial services, namely “transport”, “travel”
and “other services”. RCA of export of different components of commercial
services, with respect to total export of commercial services, for a region/
country is the ratio of two different ratios. The numerator is the ratio of
export of a component of commercial services, say transport, of the region/
country to its total export of commercial services. The denominator remains
same for each region/country and is the ratio of world export of the particular
component of commercial services (transport in this case) to world export of
commercial services.

Thus, while the numerator keeps changing depending on the region/country
under consideration, the denominator remains same in calculating RCA in
transport services for different regions/countries (Table 9). It may be observed
that the South Asian region does not enjoy revealed comparative advantage
in transport services even though Bangladesh, Pakistan and Sri Lanka reveal

Table 6: Share of travel in commercial service exports (in percent)
Region/Economy 1980 | 1990 1998 | 1999 2000 Average
1998-2000
Low & middle income countries | 325 | 422 3.3 323 335 334
High income countries 259 | 328 475 471 471 472
World 210 | 341 447 44 447 446
East Asia & Pacific 334 | 444 36.6 323 319 336
Europe & Central Asia - | 358 303 342 328 324
Latin America & Caribbean 367 | 513 287 218 299 288
Middle East & North Africa 266 | 385 - 236 225 231
Sub-Saharan Africa 306 | 386 372 317 211 30.0
South Asia 454 | 301 23 221 19 214
Bangladesh 93 64 206 188 178 191
India 52 | 338 266 216 179 220
Pakistan 262 | 120 73 71 6.3 69
Sri Lanka 44 | 302 259 259 211 26.3
Source: World Bank, World Development Indicators, various issues
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Table 7: Share of other services in commercial service exports (in percent)

Region/Economy 1980 | 1990 1998 | 1999 2000 Average

1998-2000
Low & middle income countries| 282 | 291 343 323 335 334
High income countries 350 | 392 475 471 471 472
World 339 | 378 4.7 444 4.7 446
East Asia & Pacific 229 | 210 366 323 319 336
Europe & Central Asia - | 393 303 342 328 324
Latin America & Caribbean 293 | 204 287 218 299 288
Middle East & North Africa 471 | 271 - 236 225 231
Sub-Saharan Africa 190 | 293 372 317 21.1 300
South Asia 326 42 50.1 64.1 0 614
Bangladesh 680 | 806 429 459 499 462
India 302 | 454 573 649 714 64.5
Pakistan 262 | 287 35.7 358 283 333
Sri Lanka 363 | 301 29.1 29.1 292 29.1
Source: World Bank, World Development Indicators, various issues

Table 8: RCA of commercial service in major Regions/Economies of world

Region/Economy 1980 | 1990 1998 | 1999 2000 Average

1998-2000
Low & middle income countries | 0.7 0.7 09 08 0.7 08
High in.come countries 11 11 10 11 11 11
East Asia & Pacific 0.7 0.7 0.7 0.7 06 0.7
Europe & Central Asia 08 06 12 11 10 11
Latin America & Caribbean 09 08 0.7 06 0.7 0.7
Middle East & North Africa 04 06 09 08 05 0.7
Sub-Saharan Africa 06 0.7 0.7 06 05 06
South Asia 14 11 11 11 13 02
Bangladesh 11 038 02 03 02 02
India 16 11 13 15 16 14
Pakistan 11 10 0.7 0.7 0.7 0.7
Sri Lanka 11 10 08 09 038 038
Source: World Bank, World Development Indicators, various issues
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their comparative advantage in export of transport services in their respective
export baskets of commercial services. India’s low comparative advantage at
0.6 is the main reason for the absence of comparative advantage in South
Asia’s export of transport services.

It may be surprising to note that all regions constituting low and middle
income countries, except South Asia, reveal comparative advantage in export
of travel services with respect to their respective total export of commercial
services (Table 10). At a relative scale, none of the four South Asian countries
under study have export travel services in their commercial service export-
baskets as high as other developing regions have.

The situation, however, takes a U-turn when one looks at the RCA of South
Asia. This is one among many regions, constituting low and middle-income
countries, which reveals comparative advantage in export of other services
relative to export of all commercial services (Table 11). India reveals a
comparative advantage of 1.4 while Pakistan and Sri Lanka do not reveal
comparative advantage. Bangladesh sits on a neutral zone. The following
section provides details about GATS schedules of commitments.

Table 9: RCA of transport services in major Regions/Economies of world
Region/Economy 1980 | 1990 1998 | 1999 2000 Average
1998-2000
Low & middle income countries| 10 10 10 10 10 10
High income countries 10 10 10 10 10 10
East Asia & Pacific 11 10 09 10 10 10
Europe & Central Asia - 09 11 11 11 11
Latin America & Caribbean 09 10 09 09 09 09
Middle East & North Africa 0.7 12 - 11 11 11
Sub-Saharan Africa 13 11 09 10 10 10
South Asia 06 10 11 06 05 0.7
Bangladesh 06 05 14 15 14 14
India 04 0.7 06 06 05 06
Pakistan 12 21 22 24 28 25
Sri Lanka 05 14 18 19 19 19
Source: World Bank, World Development Indicators, various issues
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Table 10: RCA of travel services in major Regions/Economies of world
Region/Economy 1980 1990 1998 | 1999 2000 Average
1998-2000
Low & middle income countries| 12 12 14 14 13 14
High income countries 10 10 09 09 09 09
East Asia & Pacific 12 13 14 14 14 14
Europe & Central Asia - 10 13 12 13 13
Latin America & Caribbean 14 15 16 16 16 16
Middle East & North Africa 10 11 - 16 17 16
Sub-Saharan Africa 11 11 14 14 17 15
South Asia 17 09 08 0.7 06 07
Bangladesh 03 02 0.7 06 06 06
India 20 10 09 0.7 06 0.7
Pakistan 10 04 02 02 02 02
Sri Lanka 16 09 09 08 08 038
Source: World Bank, World Development Indicators, various issues

Table 11: RCA of other services in major Regions/Economies of world
Region/Economy 1980 {1990 1998 | 1999 2000 Average
1998-2000
Low & middle income countries | 08 08 038 0.7 0.7 0.7
High income countries 10 10 11 11 11 11
East Asia & Pacific 0.7 0.7 08 0.7 0.7 08
Europe & Central Asia - 10 0.7 08 0.7 0.7
Latin America & Caribbean 09 05 06 06 0.7 06
Middle East & North Africa 14 0.7 - 05 05 05
Sub-Saharan Africa 06 08 038 0.7 05 0.7
South Asia 10 11 11 14 16 14
Bangladesh 20 21 10 10 11 10
India 09 12 13 15 16 14
Pakistan 08 08 08 08 06 0.7
Sri Lanka 11 08 0.7 0.7 0.7 0.7
Source: World Bank, World Development Indicators, various issues
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Chapter-V
GATS Schedules of Commitments

GATS consists of: a) framework of general rules and disciplines; b) annexes
addressing special conditions relating to individual sectors; and c) liberalisation
commitments specific to the service sectors and sub-sectors listed in each
country’s schedule.

According to the framework of rules, the three important principles of the
General Agreement on Trade and Tariffs (GATT), viz the most-favoured
nation (MFN) treatment, market access (MA) and national treatment (NT) are
also applicable to GATS.

The “schedule of commitments” of a country provides a list of limitations on
market access (MA) and national treatment (NT) across the four modes of
delivery of a service, viz. cross-border (mode 1), consumption abroad (mode
2), commercial presence (mode 3) and movement of natural persons (mode

According to the framework of rules,  4). Specifically, there are six forms of measures that put limitation on market
the three important principles of the  gccess (MA):

General AgreementonTradeand o Jiitations on number of service suppliers;
Tariffs (GATT), viz the most-favoured ttaty u Uppliers;

. * limitations on the total value of services transactions or assets;
nation (MFN) treatment, market L . . .
access (MA) and national treatment ~ ©  1imitations on the total number of service operations or the total quantity
(NT) are also applicable to GATS. of service output;

¢ limitations on the number of persons that may be employed in a particular
sector or by a particular supplier;

* measures that restrict or require supply of the service through specific
types of legal entity or joint venture; and

*  percentage limitations on the participation of foreign capital, or limitations
on the total value of foreign investment.

Under the national treatment (NT) principle, each member country should
treat foreign services and service suppliers no less favourably than it does to
its own like services and service providers.

There are two types of obligations under GATS, namely general and specific
commitments. General obligations apply directly and automatically to all
Members, regardless of the sectoral commitments. Specific obligations constitute
the Schedule of Specific Commitments of a Member country. While the MFN
treatment and transparency are two important components of the general
obligations, specific commitments deal with market access and national
treatment obligations undertaken by a Member. The Schedule of Specific
Commitments consists of two major sections: horizontal and sectoral. While
the horizontal section contains limitations that apply across all sectors included
in the schedule, the sector specific section contains limitations that apply to
different individual sectors.

Through adherence to the MFN treatment, each member country guarantees
that it would not discriminate between the services and service providers of
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Through adherence to the MFN
treatment, each member country
guarantees that it would not
discriminate between the services and
service providers of different member
countries and will treat them equally
favourably unless it has listed an
exemption for a specific sector.

Schedules of commitments are thus
complex documents in which each
country identifies the service sectors
to which it will apply market access
and national treatment obligations of
GATS and any exceptions from those
obligations it wishes to maintain.

different member countries and will treat them equally favourably unless it
has listed an exemption for a specific sector. An exemption on MFN is taken
when a country explicitly states that it will not guarantee MFN treatment in
a particular services sector to service providers from other member countries.
A country may opt for such exemptions in its MFN-exemption list if it grants
special and preferential access to a sector by a specified group of countries.
In principle, MFN exemptions can only be taken for a period of ten years and
are subject to review after five. MFN exemptions are listed separately from
a country’s schedule of commitments and include the sector-specific measure
inconsistent with MFN, country/countries to which the exemption applies, and
the duration and the reason for the exemption.

Schedules of commitments are thus complex documents in which each country
identifies the service sectors to which it will apply market access and national
treatment obligations of GATS and any exceptions from those obligations it
wishes to maintain. A country’s schedule of commitments is listed in a table
format of four columns with the following headings: sectors/sub-sectors;
limitations on market access; limitation on national treatment; and additional
comments. The commitments and limitations are entered under MA and NT
with respect to each of the four modes of supply. Through providing a
schedule of commitments, a government binds the specified level of MA and
NT and undertakes not to impose any new measures that would restrict entry
into the market or the operation of the service.

The schedule is further classified under horizontal and sector-specific
commitments. A typical Schedule of Commitments begins with a section on
horizontal commitments containing limitations, which apply to all the sectors.
It is the followed by sector-specific commitments. A country has a commitment
only if it lists that sector in its schedule, and lists any relevant restrictions,
which may apply to its market access and national treatment columns.
However, the MFN treatment remains guaranteed unless the country has
specifically included that sector in its MFN exemption list.

No limitations are indicated against any mode of supply with an entry “NONE”
in the schedule. It represents an ideal commitment and implies that the sector
is completely open to foreign service- providers, i.e. no limits on market access
or national treatment. It should, however, be noted that horizontal
commitments could still limit the service supplier even though the sector-
specific entry reads “NONE”. In many cases, countries would cross-refer to
their horizontal commitments, but not always. Thus, horizontal commitments
should be checked simultaneously while reading and interpreting the meaning
of sector-specific commitments.

The other extreme of the entry “NONE” is the entry “UNBOUND”, which
indicates that the country maintains its freedom to modify its regulations as
well as to change the condition of entry of foreign suppliers in future. A
country may simply leave a sector out of its schedule. In such a case, the
country is free to place market access and national treatment restrictions on
service suppliers in that sector and/or discriminate against foreign suppliers
on the basis of market access and national treatment.

However, when a country imposes limitations against a particular mode of
supply, the country undertakes an obligation not to impose any other relatively
more restrictive limitations in future. Such commitments lie somewhere
between the two extremes of ideal “‘NONE” and the most restrictive
“UNBOUND”.
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The two major modes of supply of services on which countries have put
limitations under the horizontal sector include commercial presence (mode
3) and movement of natural persons (mode 4). While the developed countries
are interested more in liberalisation of mode 3, the developing countries have
a similar interest in mode 4. The sector-specific commitments are undertaken
by a country to complement its horizontal commitments. As compared with
commitments put forward by developed countries, developing countries have
covered a limited number of sectors. Box 1 provides a hypothetical example
of a country’s schedule of GATS commitments.

The WTO classification of services under 12 sectors along with its
correspondence with the Central Product Classification (United Nations) is
detailed out in Annex 1. It provides a mapping of the 12 sectors and their sub-
sectors in correspondence with the Central Product Classification (CPC) of the
United Nations:

Business (including professional and computer) services;
Communication services;

Construction and engineering services;
Distribution services;

Educational services;

Environmental services;

Financial (insurance and banking services),
Health services;

. Tourism and travel-related services;

10. Recreational, cultural and sporting services;
11. Transport services; and

12. Other services not included elsewhere.

000 NSO W
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Box 1: Format and example of a schedule of horizontal and specific commitments
Commitments M ode of Supply: Conditions and limita- Conditions and qualifications
tions on market access | on national treatment
Horizontal Cross-border supply: None None, other than tax measures
cpmmﬂments that result in differencein
(i.e acorssall treatment of R& D* services
sectors)
Conwmpti on abroad None Unbound for subsides, tax
incentives, and tax credits
Commercia presence | Maximum foreign equity Unbound for subsidies, Under
(FDI**) stakeis 49 percent law X, approval isrequired for
equity stakes over 25 percent and
for new investment exceeding y
million
Temporary entry Unbound, except for the Unbound, except for categories of
of natural persons following: intra-corporate natural personsreferred to in the
transfers of executivesand | market accesscolumn
senior managers; specialist
personnel subject to
economic needs test for
stays longer than one year;
services sellers (sales
people) for stays of up to
three months
Cross-border supply None Unbound
Spexific Consumption abroad | 25 Percent of senior None
commitment : management should be
nationals
, Commercia presence | Unbound, except as Unbound
Architectural (FDI **) indicated under horizontal
services commitments
Temporary entry of Unbound,except as indicated
natural persons under horizontal commitments
* R& D: Research and development ** Foreign direct investment
Source: International Trade Centre and Common Wealth Secretariat (1999)
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Chapter-VI
Commitments of South Asian Countries

All the four South Asian countries (India, Pakisthan, Sri Lanka and Bangladesh)
submitted the original Schedules of Specific Commitments on April 15, 1994,
These were followed by supplements by each of the four countries. While
India has submitted four supplements, Pakistan has submitted three, Sri
Lanka two and Bangladesh one. It was in July 1995 that India and Pakistan
submitted their revised commitments on financial services. India also revised
its horizontal commitments at this time. All the four countries revised
commitments on telecommunication services in April 1997. Another round of
revising commitments by all except Bangladesh was undertaken in February
1998. Box 2 provides chronological details of GATS commitments by the four
South Asian countries under study. Annex 2 provides the GATS commitments
of the four South Asian countries under study in this paper.

Horizontal Commitments

With regard to the horizontal commitments, Bangladesh did not commit itself
to any of the four modes of supply of services. India, Pakistan and Sri Lanka
have not made any commitments under modes 1 and 2. However, all three

countries have put forward some commitments with regard to modes 3
With regard to the horizontal and 4

commitments, Bangladesh did not
commit itself to any of the four  Modes 1 and 2: No commitments by any of the four South Asian countries
modes of supply of services.  \nder study.
Mode 3: While Bangladesh made no horizontal commitments, Pakistan has
made some both under MA as well as NT. India has made commitments only
under NT and Bangladesh only under MA.

A. Bangladesh: No commitments.
B. India: No commitments under MA.

Under NT, preference in access will be given to foreign service-suppliers
providing the best terms for transfer of technology in cases of collaboration
with public sector enterprises or government undertakings as joint venture
partners.

C. Pakistan: Commitments have been made under MA as well as NT.
Pakistan has mentioned two sets of commitments under MA:

* Firstly, commitments under ‘commercial presence’ are subject to
incorporation in Pakistan with maximum foreign equity participation of 51
percent unless a different percentage is inscribed against a particular sector
or sub-sector. The only exception is in the case of representative offices.

* Second, all expenses of representative offices, where specifically provided
for in this Schedule, shall be met by remittances from abroad. Such offices
shall restrict their activities to the undertaking of liaison work or of
representing the interest of the parent company abroad.

28 * Competitiveness of Service Sectors in South Asia: Role and Implications of GATS A K CUTS



Box 2: South Asia: GATS Commitments

Bangladesh India Pakistan Sri Lanka
Original
Schedule of Specific 3 3 3
Commitments 3 MFN
(April 15,1994 )
Commitments on financial + ++
Services Revised 3 3
(July 28, 1995) 3
Commitments on +++
Telecommunication Revised 3 3 3 3
(April 11, 1997) MFN MFN Suppl 1 | MFN Suppl 1 MFN
Commitments on Financial
Services Revised 3 3 3
(February 26, 1998) MFN Suppl 2 | MFN Suppl 2

India also revised its horizontal Commitments through submitting a separate note

Notes:

+

+ Revised later on October 4, 1995

+H+ Revised later on February 16, 1998
3 Schedule of commitments

MEN  List of Article IT (MFN) exemptions

Under NT commitments, acquisition of real estate by non-Pakistani entities
and/or persons is subject to authorisation on a cases-by-case basis keeping
into account the purpose and location of the undertaking.

D. Sri Lanka: No commitments under NT.

Sri Lanka has made detailed commitments under MA. Certain limitations,
conditions and qualifications pertain specifically to some form of commercial
presence by foreign enterprises, as indicated below:

Foreign investors may invest in any sector of the economy other than the
following, which are reserved for citizens of Sri Lanka. These include
money-lending, pawn-brokering; retail trade with a capital of less than
US$1mn; business providing personal services other than export of tourism;
and coastal fishing,

The Board of Investment of Sri Lanka (BOISL) is responsible for the
approval of foreign investments throughout the country, other than for
investments made by purchasing shares in the Colombo Stock Exchange.
Also excluded are investments in a number of activities, which are regulated
by other Statutory Agencies, including: banking; financial institutions;
insurance; trading services on the Colombo Stock Exchange; air
transportation; coastal shipping; branch or liaison office of companies
incorporated outside Sri Lanka; and lotteries.

BOISL grants automatic approval to foreign equity investment of up to 40
percent and a case-by-case approval to that above 40 percent (and up to
100 percent) in the following sectors. These include construction and
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residential buildings; mass transportation; telecommunications; mass
communications; education; professional services; freight forwarding; travel
agencies; and shipping agencies.

*  Incorporation of foreign companies under Companies Act in Sri Lanka is
encouraged through charging 100 percent tax on the purchase price of
the land acquired by an unincorporated foreign individual/enterprise.
Such a tax is not levied either if the company starts its operations in an
Export Promotion Zone or gets itself incorporated in Sri Lanka.

*  Preference in access will be given to foreign service-suppliers providing
the best terms for transfer of technology in cases of collaboration with
public sector enterprises or government undertakings as joint venture
partners.

Mode 4: While Bangladesh made no commitments under movement of natural

Incorporation of foreign companies  persons, other three countries have made cautious opening up of their market
under Companies Actin Sri Lankais  ;.ces5, While Sri Lanka has consigned such movement subject to its national
encouraged through charging 100 laws, India and Pakistan have clearly permitted entry of only skilled workers

t t th h. ice of . . ..
percent tax o:;le 1:111)(11122 qmri)c;a(; with Pakistan further restricting such entry to only 50 percent of a company’s

unincorporated foreign individual/  Tequirement.
enterprise.
A. Bangladesh: No commitments.

B. India: Unbound under MA and NT except for measures referred to under
MA. Under MA, entry of foreign individuals is permitted only as business
visitors and intra-corporate transferees. Entry of business visitors is restricted
to a maximum period of 90 days. Intra-corporate transferees have to be at the
level of Managers, Executives and Specialists who have been in employment
of another juridical Member for a period of not less than one year prior to
the date of application for entry into India. They must be getting transferred
to a branch or a representative office or a juridical person owned or controlled
by the aforesaid juridical person. Their maximum period of stay is five years.
The maximum permissible time for professionals is one year extendable with
permission for a maximum of three months.

C. Pakistan: Unbound under MA and NT except for measures concerning the
entry of natural persons up to a maximum of 50 percent in superior categories,
viz. Executives and Specialists, in an undertaking. These natural persons shall
have been employed by juridical persons of another Member for a period of
not less than one year prior to the date of application for entry into Pakistan,
and shall be transferred to render services to the juridical person in Pakistan.

D. Sri Lanka: Unbound under NT. Under MA, movement of natural persons
While the original Schedule of is subject to Sri Lanka’s laws on immigration, consumer laws and other
“Specific Commitments of Bangladesh”  relevant regulations. Aliens, who intend to work or to conduct business in Sri
made no commitments at the ~ Lanka, shall have to obtain the relevant work permits in addition to complying
horizontal level, its sector-specific  with the immigration requirements.
commitments were limited to one sub-

component of four components of only , .
one sector (sector 9), tourism and Sector Specific Commitments

travel-related services. Bangladesh

While the original Schedule of “Specific Commitments of Bangladesh” made
no commitments at the horizontal level, its sector-specific commitments were
limited to one sub-component of four components of only one sector (sector
9), tourism and travel-related services. The only sub-component covered relates
to five-star hotels and restaurants (CPC 641 of 9.A, which includes CPC 641-
643). Mode 1 is kept “unbound” due to reasons of technical feasibility. Mode
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The countries to which MFN
exemptions can be applied include
countries covered by International
Telecommunication Services Agreement
between Bangladesh and foreign
operators on account of bilateral
agreements of co-operation.

2 is also kept “unbound”. While modes 3 and 4 have some limitations on MA,
there are “none” on NT.

Supplement 1 (and the only supplement) of Bangladesh, dated April 1997,
provides some commitments of liberalisation of some of the sub-components
of the component-C of the communication services, namely telecommunication
services (2.C). While there are certain limitations on MA, practically no
limitations have been put on NT except stating that “certain subsidies and tax
benefits may only be extended to national operators”.

Additional Commitments state that: “The creation of regulatory disciplines is
under review. The outcome of this review then permits additional commitments
on regulatory disciplines, which will be attached before January 1998”.

MEFEN Exemptions

Bangladesh have specified some MFN exemptions under Article II through a
schedule submitted on April 11, 1997. These exemptions mainly relate to its
commitments on international telecommunication services for an intended
duration of ten years. The countries to which MFN exemptions can be applied
include countries covered by International Telecommunication Services
Agreement between Bangladesh and foreign operators on account of bilateral
agreements of co-operation. Neighbouring countries are also covered under
MFN exemptions on account of bilateral agreements with governments of
these countries.

India

India put forward its GATS commitments in six out of the twelve service
sectors, namely sectors 1, 2, 3, 7, 8 and 9. These include 1) business services
(sector 1); ii) communication services (sector 2); iii) construction and related
engineering services (sector 3); iv) financial services (sector 7); v) health and
related social services (sector 8); and vi) tourism and travel related services
(sector 9).

* Business Services (sector 1)

In the case of business services, India has made some commitments under
mode 3 with modes 1 and 2 being “unbound”. Mode 4 is subject to horizontal
commitments. India has put forward liberal commitments under mode 3
(commercial presence) in sub-sectors as follows:

* (1.A): Professional services (e. engineering services),

* (1.B): Computer and related services (a. consultancy services related to
installation of computer hardware; b. software implementation services; c.
data processing services; d. data base services; and e. maintenance and
repair services of office machinery and equipment including computers);

¢ (1.C): Research and Development services (a. R&D services on natural
science);

* (1.F): Other business services (e. technical testing and analysis services).
All the above mentioned business-service categories have permitted market
access on commercial presence only through incorporation with a foreign
equity ceiling of 51 percent. However, there are no restrictions (None)
under national treatment. It may be noted that trade of research and
development services C.e under mode 2 is “unbound” due to lack of
technical feasibility. There are no other commitments on other sub-sectors
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of Business Services, namely real estate and rental/leasing services. In the
case of professional services, India has made no commitments on three
major health-related services, viz. medical and dental services (A.h);
veterinary services (A.i1); and services provided by midwives, nurses,
physiotherapists and paramedical staff (Aj).

* Communication Services (sector 2)

India has given commitments on two out of five sub-sectors of communication
services: telecommunication services (2.C), and audio-visual services (2.D).
There are no commitments on postal services (2.A), courier services (2.B) and
other services (2.E).

(2.C) Telecommunication services (a. voice telephony services; c. circuit-
switched data transmission services; f. fascsimile services; g. private leased
circuit services; h. electronic mail; i. Voice mail; j. on-line information and
database retrieval; 1. enhanced/ value-added facsimile services; n. on-line
information and/or data processing; and o. other services: cellular mobile
telephone).

(2.D) Audiovisual services (a. motion picture or video tape-distribution system).

It may be observed that under telecommunication services no commitments
have been put forward on components like telex and telegraph services,
electronic data exchange, and some others. In the case of audiovisual services,
only one component has been put under GATS commitments (D.a). No
commitments have been made for components like motion picture projection
service, radio and television services including transmission, sound recording

and other services.
In India, in the case of voice

telephony (C.a), the only meaningful 1, 1,5 ¢a56 of voice telephony (C.a), the only meaningful commitments are
commitments are on market access

(MA) for commercial presence (mode " market access (MA) for commercial presence (mode 3) but with a number

3) but with a number of limitations. ~ ©f limitations. There are no commitments on NT. The same is true of other
components including c, f, g and 0. Commitments are relatively liberal in the
case of components like h, i, j, 1 and n. These components have no restrictions
(none) on mode 1 in addition to some positive commitments on mode 3.
Additional comments state and explain the definition and principles on the
regulatory framework for the basic telecommunication services subscribed to
by India.

Motion picture or video tape-distribution services is the only component of
audiovisual services subject to some GATS commitments (D.a). There are
positive commitments for commercial presence with respect to MA as well as

NT.

* Construction and Related Engineering Services (sector 3)

The only commitments put forward in this section relate to roads and bridges
only under construction work for civil engineering (3.B) under commercial
presence. Market access under mode 3 is permitted only through incorporation
with a foreign equity ceiling of 51 percent. However, there are no restrictions
(none) on national treatment under mode 3.

32 * Competitiveness of Service Sectors in South Asia: Role and Implications of GATS A K CUTS



The commitments in financial services
are made in accordance with the
General Agreement on Trade in
Services and the Annex on Financial
Services.

The market access to hospital services
is permitted only under mode 3
through incorporation with a foreign
equity ceiling of 51 percent.

* Financial Services (sector 7)

Commitments given by India on financial services in its original draft of April
15, 1994 were replaced by a supplement dated July 28, 1995 and finally by a
supplement dated February 26, 1998. The commitments in financial services
are made in accordance with the General Agreement on Trade in Services and
the Annex on Financial Services. All commitments are subject to entry
requirements, domestic laws, rules and regulations and the terms and conditions
of the Reserve Bank of India, Securities and Exchange Board of India and any
other competent authority in India.

India’s commitments include the two important sub-sectors of financial services,
namely:

(7.A) Insurance and insurance related services (b. non-life insurance but
limited to insurance of freight; c. reinsurance and retrocession; and d. insurance
intermediation limited to reinsurance).

(7.B) Banking and other financial services excluding insurance) (a. acceptance
of deposits and other repayable funds from the public; b. lending of all types
including consumer credit, and financial or commercial transactions but
excluding factoring; c. financial leasing; d. all payment and money transmission
services; e. guarantees and commitments; f. trading for own account of money
market instruments, foreign exchange, and transferable securities; i. portfolio
management, custodial and trust services; j. clearing services for other banks
for cheques, drafts and other instruments; k. participation in issues of
securities, including underwriting and placement as agent; financial
consultancy services, i.e. financial advisory services provided by financial
advisers, etc. to customers on financial matters, investment and portfolio
research and advice, advice on corporate restructuring and strategy; factoring;
and venture capital.

In the case of freight insurance, some commitments have been given on
market access under mode 1 but none under national treatment. The same
is true for reinsurance and retrocession. However, in the case of insurance
intermediation (limited to reinsurance) some commitments on market access
have been put forward in modes 1, 2 and 3 but none under national treatment,
which remains “unbound”.

The banking and other financial services have been opened up cautiously with
some commitments under mode 3 for market access as well as national
treatment. The first two modes have been kept “unbound” and mode 4 is
subject to horizontal discipline.

* Health Related and Social Services (sector 8)
India has made some commitments, even though limited only to one sub-
sector (hospital services), under this sector.

(8.A) Hospital services

The market access to hospital services is permitted only under mode 3 through
incorporation with a foreign equity ceiling of 51 percent. There are no
limitations to national treatment (none) under mode 3.
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* Tourism and Travel Related Services (sector 9)

The following two sub-sectors have been opened up for market access under
mode 3 through incorporation with a foreign equity ceiling of 51 percent.
There are no restrictions (none) on national treatment.

(6.A) Hotels and Other Lodging Services; and
(6.B) Travel Agency and Tour Operator Services.

MEFEN Exemptions

India submitted its list of MFN exemptions on April 15, 1994 and submitted
two supplements later on.

* Shipping
MFN exemption has been sought for cargo sharing between bilateral partners

for an indefinite period. This has been done in the context of overall trade
relations with Bulgaria, Pakistan and United Arab Republic.

An indefinite period exemption also applies to cargo reservation for all countries

MFN exemption has been sought for in order to fulfil obligations under the UN Code of Conduct for Liner

cargo sharing between bilateral ~ Conferences. Sharing the cargo between the national lines of contracting

partners for an indefinite period. This  states and third-country lines in the ratio of 40:40:20 as provided in the Liner
has been done in the context of  Code.

overall trade relations with Bulgaria,

Pakistan and United Arab Republic. Recreational Services

Bhutan has been granted waiver on the prohibition of sale of lottery tickets
in India for an indefinite period based on a comprehensive bilateral agreement
between India and Bhutan.

¢ Audiovisual Services

An indefinite period exemption has been sought by India with an offer to all
countries for promoting cultural exchange through co-production of motion
pictures and television programmes with India.

¢ Telecommunication Services — International Service

India has sought indefinite-period MFN Exemption for measures including the
application of different accounting rates for different operators/countries
covered by individual International Telecommunication Services Agreements
with Videsh Sanchar Nigam Limited, India. Such bilateral agreements deal
with various aspects of co-operation. Similar exemptions have also been
included with neighbouring countries on account of inter-government
agreements. These neighbouring countries include Pakistan, Bangladesh, Nepal
and Bhutan.

Pakistan

Pakistan has put forward its GATS commitments in six out of the twelve
service sectors, 1.e. sectors 1, 2, 3, 7, 8 and 9. These include 1) business services
(sector 1); ii) communication services (sector 2); iii) construction and related
engineering services (sector 3); iv) financial services (sector 7); v) health and
related social services (sector 8); and vi) tourism and travel related services
(sector 9).

34 * Competitiveness of Service Sectors in South Asia: Role and Implications of GATS A K CUTS



It is the only country among the four
under study to have made some
commitments on modes 2 and 3 of
medical and dental services.

* Business Services (sector 1)

Compared with India, Pakistan has been relatively liberal in committing on
modes 2 as well as 3. No restrictions (none) have been put on mode 2 in many
of the business service sub-sector components. While mode 1 has been kept
“unbound” by both India and Pakistan, mode 4 is subject to horizontal
commitments.

Pakistan has put forward liberal commitments under mode 3 (commercial
presence) in sub-sectors as follows.

(1.A): Professional services (e. engineering services; f. integrated engineering
services; and h. medical and dental services);

(1.B): Computer and related services (a. consultancy services related to
installation of computer hardware; b. software implementation services; c.
data processing services; and d. data base services);

(1.C): Research and development services (a. R&D services on natural science);
(L.F): Other business services (e. technical testing and analysis services; f &
g. services incidental to agriculture and forestry, excluding fishing; h. services
incidental to mining).

Pakistan has put certain conditions on market access commercial presence
(mode 3) in the case of engineering services (1.A.e & f) by permitting a
maximum of 40 percent foreign shareholding in engineering consultancy
companies and subject to partnership and/or joint venture with Pakistani
engineers or engineering companies.

It is the only country among the four under study to have made some
commitments on modes 2 and 3 of medical and dental services. There are no
restrictions (none) on market access as well as national treatment under
mode 2. There is no restriction (none) on national treatment under mode 3
and market access is permitted subject to Pakistan Medical and Dental Council

Regulations.

There are no restrictions on market access as well as national treatment on
commercial presence (mode 3) under consultancy services related to the
installation of computer hardware (1.B.a). Other components of computer
related services (viz. 1.B.b-d) are even freer with no restrictions (none) on
market access as well as national treatment under modes 2 and 3.° These
commitments are relatively liberal as compared to India’s commitments, which
keep mode 2 practically “unbound” under all categories of business services.

¢ Communication Services (sector 2)

Pakistan has given commitments only on one of the five sub-sectors of
communication services, i.e. telecommunication services (2.C). However,
commitments given under various components of this sub-category are
relatively liberal as compared with those put forward by India.

(2.C) Telecommunication services (a. voice telephony services; b. packet-
switched data transmission services; c. circuit-switched data transmission
services; d. telex services; e. telegraph services; f. fascsimile services; g.
private leased circuit services; h. electronic mail; i. Voice mail; j. on-line
information and database retrieval; k. electronic data interchange; 1. enhanced/
value-added facsimile services; and m. code and protocol conversion).
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In the case of voice telephony (C.a), the only meaningful commitments are
on market access (MA) under mode 1 and mode 2. There are no commitments
on NT. In the case of data transmission services (b & c) there are liberal
commitments on modes 2 and 3. Commitments on telex services have been
liberally put forward in three modes, viz. 1, 2 and 3. The same is true of
telegraph, fascimile, voice mail, and on-line information and database retrieval,
and electronic data interchange services (f, g, 1, j and k). However, national
treatment on mode 1 is “unbound” for private leased circuit services (h).
There are some general conditions mentioned in Pakistan’s offer of
telecommunication services. The same are given as follows:

¢ Policy, regulatory and operation functions are separate and compliance is
necessary;

¢ All services to be provided in Pakistan shall require a licence from the
Regulatory authority established under law;

¢ Operators and service providers may be granted licence in accordance with
the local legislation;

¢ The number of operators, service providers and licensees may be limited
due to technical constraint;

¢ The confidentiality of the International Total Accounting Rate (TAR) shall
be maintained;

¢ The bilateral agreements on accounting rates shall be in accordance with
the ITU guidelines;

¢ Up to 100 percent foreign investment on licensed services may be permitted,;
and

¢ This schedule on basic telecommunications does not include any broadcasting
services.

Pakistan undertakes the Commitments

on Financial Services in terms of the ¢ Construction and Related Engineering Services (sector 3)
provisions of GATS Agreement. The

commitments are based onthe ~ The only commitments put forward in this section relate to construction work
understanding outlined in ArticleXIX  for civil engineering for bridges, elevated highways, tunnels, sub-ways,
of the Agreer;llent, ::l‘;) aﬂll'e S“be,ec_t to  waterways, harbours, dams and other waterworks (3.B) under commercial
, theav ty of similar presence. Market access under mode 3 is permitted subject to partnership
commitments from large number of .. . . . . . . .
countries of significance to Pakistan. and/or joint venture with Pakistani engineers or engineering companies.
However, there are no restrictions (none) on national treatment under mode

3.

¢ Financial Services (sector 7)

Commitments given by India on financial services in its original draft of April
15, 1994 were replaced by a supplement dated July 28, 1995 and finally by a
supplement dated February 26, 1998. Pakistan undertakes the Commitments
on Financial Services in terms of the provisions of GATS Agreement. The
commitments are based on the understanding outlined in Article XIX of the
Agreement, and are subject to the availability of similar commitments from
large number of countries of significance to Pakistan. Pakistan can adopt or
enforce non-discriminatory measures aimed at protecting the soundness and
integrity of its banking and insurance industry.

Pakistan’s commitments include two important sub-sectors of financial services:
(7.A) Insurance and insurance related services (a. life insurance; b. non-life
insurance; and c. reinsurance and retrocession).

(7.B) Banking and other financial services (excluding insurance) (a. acceptance
of deposits and other repayable funds from the public; c. financial leasing; d.
all payment and money transmission services; e. guarantees and commitments;
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Pakistan has put no restrictions
(none) on market access and national
treatment under mode 2 of hospital

services compared.

f. trading for own account of money market instruments, foreign exchange,
transferable securities, and other negotiable instruments; g. portfolio
management; participation in issues of all kinds of securities; i. asset
management; j. clearing services for other banks for cheques, drafts and
other instruments; k. financial and investment advisory services; and 1.
provision and transfer of financial information and financial data.

In the case of financial services, cautious openness has been granted to
market access under mode 3. National treatment has also been granted in
some components.

¢ Health Related and Social Services (sector 8)

Like India, Pakistan has also made some commitments, even though limited
only to one sub-sector (hospital services), under this sector.

(8.A) Hospital services

The market access to hospital services (8.A) is permitted only under mode 3
through subject to Pakistan Medical and Dental Council Regulations. Pakistan
has put no restrictions (none) on market access and national treatment under
mode 2 of hospital services compared. On the contrary, India has kept mode
2 “unbound” under market access as well as national treatment.

* Tourism and Travel Related Services (sector 9)

The following two sub-sectors have been opened up for market access and
national treatment without any restrictions (none) under mode 3 through.

(9.A) Hotels and Other Lodging Services; and
(9.B) Travel Agency and Tour Operator Services.

MFN Exemptions

Pakistan submitted its list of MFN exemptions on April 15, 1994 and submitted
two supplements later on. Pakistan has declared MFN exemptions in two
service sectors, viz. financial and telecommunications.

* Financial Services

Indefinite period exemptions, applicable to all countries, have been declared
under various components of banking and financial services. Foreign service-
promoters are granted licenses on the basis of reciprocity. Favourable treatment
can be granted to financial institutions set up to undertake Islamic financing
transactions. Separate regulations may be laid down for banks, which are
required to undertake and finance treasury function and other non-profitable
commodity operation programmes and other price support schemes of the
Government. Commodity operation programme is an essential government
function undertaken through banks. Treasury function is performed by the
National Bank of Pakistan on behalf of the Central Bank.

Favourable treatment can be granted to financial institutions set up as joint
ventures under the framework of ECO (Economic Cooperation Organisation)
or other protocols signed among the ECO member countries. This exemption
is for indefinite period and is based on the Treaty of Izmir and the Istanbul
Summit held in July 1993 agreeing to establish financial institutions by the
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governments of ECO member states with the obligation of meeting the goals
of regional economic integration.

¢ Telecommunication Services

Bilateral agreements with ECO member countries in the field of
telecommunication services shall be exempt from MFN for an indefinite
period.

¢ International Services

Pakistan has sought indefinite-period MFN Exemption for measures including
the application of different accounting rates for different operators / countries
covered by individual International Telecommunication Services Agreements
with Pakistan Telecommunication Company Limited and various international
operators. Such bilateral agreements deal with various aspects of co-operation.
Similar exemptions have also been included with neighbouring countries on
account of inter-government agreements.

Sri Lanka

Sri Lanka has put forward its GATS commitments in three out of the twelve
service sectors, 1.e. sectors 2, 7, and 9. These include 1) communication services
(sector 2); ii) financial services (sector 7); iii) tourism and travel related
services (sector 9).

¢ Communication Services (sector 2)

Sri Lanka has given commitments only on one of the five sub-sectors of
communication services, i.e. telecommunication services (2.C). Sri Lanka has
put forward relatively liberal market access on domestic local and long distance
basic telephone services on the first three modes as compared with international
basic voice telecommunication services. Radio paging and data communication
services have also been quoted with liberal market access and national
treatment. There has also been some liberalisation commitment on satellite-
based services.

* Financial Services (sector 7)

Sri Lanka’s commitments include two important sub-sectors of financial
services:

(7.A) Insurance and insurance related services (a. life insurance; b. non-life
insurance; and c. reinsurance and retrocession).

(7.B) Banking and other financial services excluding insurance) (k. financial
and investment advisory services; and 1. provision and transfer of financial
information and financial data.

In the case of financial services, cautious openness has been granted to
market access under mode 3. National treatment has also been granted in
some components.

In the case of banking and other financial services, only two components have
been cautiously opened up.

* Tourism and Travel Related Services (sector 9)

The following two sub-sectors have been opened up for market access (subject to
horizontal measures) and national treatment without any restrictions (none)
under mode 3.

(9.A) Hotels and Other Lodging Services; and
(9.B) Travel Agency and Tour Operator Services.
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MEFEN Exemptions
¢ Telecommunication Services

Pakistan has sought indefinite-period MFN Exemption for measures including
the application of different accounting rates for different operators/countries
covered by individual International Telecommunication Services Agreements
with Sri Lanka Telecom Limited and various international operators. Such
bilateral agreements deal with various aspects of co-operation. Similar
exemptions have also been included with neighbouring countries on account
of inter-government agreements. These countries include SAARC countries,
namely Bangladesh, Bhutan, India, Maldives, Nepal and Pakistan.

The present study has trade in health services as a special focus area. Section
VII lays out commitments of the four South Asian countries on trade in health
services.
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Globalisation is one of the key
challenges facing health policy makers
and public health practitioners.

Trade can impact on health through
the relationship between trade, its
economic outcomes in the form of
growth and development, and broader
determinants of health.

Though it is well recognised that
globalisation can have significant
effect on health, clear understanding
on the channels through which
globalisation affects the health of
peoples of different countries and
what should be nature of policy
response by different countries is

lacking.

Chapter-VII

Country Commitments on Trade in
Health Services

Existing Pattern

The health sector in many of the countries has witnessed a major
transformation through the 1990s. The modernisation of health care facilities
has also led to concomitant hike in costs of providing these services.
Governments’ budget constraints may not necessarily provide guaranteed
access to health care services for populations of respective countries. Thus,
the scope for private sector providing health care facilities has been rapidly
expanding across the globe. This has increased the potential for international
trade in health services. A number of developed countries have taken advantage
of new trade opportunities in providing health services, though not to the
same extent to which they partook export shares of telecommunications and
financial services.?

Globalisation is one of the key challenges facing health policy makers and
public health practitioners (McMichael and Beaglehole, 2000). There are three
major channels through which international trade can impact on health
systems and health objectives (Bettcher et al, 2000).

Firstly, trade in goods can have a major impact on health of populations of
the trading countries. Such trade may be in health goods like pharmaceuticals,
medical devices, equipment, etc., or in the form of non-health goods like
hazardous wastes and materials, unsafe industrial technologies, tobacco, etc.
Moreover, while the importance of intellectual property protection through
TRIPs is widely recognised, patent protection provisions are raising issues
concerning the production of needed drugs, drug prices, access to necessary
medications and health system costs (Kinnon, 1998).

Secondly, trade in health services can have a major impact on health. This
trade may be in services directly related to provision of health services or to
educational services in the area of health. Thirdly, trade can impact on health
through the relationship between trade, its economic outcomes in the form
of growth and development, and broader determinants of health. However,
broader health determinants do not necessarily guarantee desirable health
outcomes.

Though it is well recognised that globalisation can have significant effect on
health, clear understanding on the channels through which globalisation
affects the health of peoples of different countries and what should be nature
of policy response by different countries is lacking. There appears to be
increasing tension between the new rules, actors and markets that characterise
the modern phase of globalisation and the ability of the countries to protect
and promote health (Woodward et al, 2001). Good health, in the form of
longevity, is more likely to materialise when economic prosperity works
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The economic benefits of globalisation
need to be translated into health
benefits through appropriate national
health policies. This implies that
economic growth should be relatively

favourable to the poorer section of

the economy.

Foreign suppliers of health services
need to be supportive of national
health programmes, and benefits

derived from trade in services should
be used to contribute to improving
the health and living conditions of the

population.

through poverty removal and public health care (Sen, 1999). In fact, trade and
growth need to be accompanied by a comprehensive package that, depending
upon the country situation, includes economic, social and governance reforms,
in order to improve welfare (WHO, 1999).

The developing countries are interested in liberalisation mode 4 of trade in
health services. However, under mode 4 of GATS trade liberalisation is limited
to the temporary movement of natural persons. Mobility associated with
citizenship, residence and employment on a permanent basis is excluded. The
GATS, however, neither defines the meaning of temporary presence nor does
? 11

it specify a time frame that applies to the term “temporary”.

For globalisation to have positive influence on the health of poor populations,
it is essential that the economic effects of globalisation extend to all countries.
Secondly, the economic benefits of globalisation need to be translated into
health benefits through appropriate national health policies. This implies that
economic growth should be relatively favourable to the poorer section of the
economy. Thirdly, potential adverse effects of globalisation, e.g. tobacco
marketing or cross-country spread of infectious diseases, must be minimised
through a joint international effort. Fourthly, the design and implementation
of international rules should take full account of potential effects on the
health care system and health-related sectors.

There is thus a need for a full health impact assessment of international
agreements and measures, which may have significant effects on health-
related sectors, before their implementation. The effects may be direct, for
example, through constraints or influences on sectoral policies or indirectly,
for example through the availability of resources and input costs (Woodward
et al, 2001).

Thus, a balance has to be struck between the social and commercial aspects
of health services to preserve the equity, accessibility and efficiency of the
sector. Primacy of national health care policies must be considered to be
important. In this regard, foreign suppliers of health services need to be
supportive of national health programmes, and benefits derived from trade in
services should be used to contribute to improving the health and living
conditions of the population. The extremely vulnerable position of the least
developed and other structurally weak countries must be kept under special
attention lest these should face further erosion of their health care services
resulting from brain drain and lack of access to new technology (UNCTAD,
1997h).

Although accurate statistics on balance of payments statistics are not available,
existing information demonstrates that health services were one of the service
sectors in which developing countries have a revealed comparative advantage
(RCA). Such advantage results from lower cost of services, provision of unique
services, potential to combine health care and tourism and natural resources
with perceived curative benefits. There is an increased potential for South-
South trade in health services with health markets in many developing
countries growing at a rapid rate. Portability of health insurance shall add
immense value to trade in health services (UNCTAD, 1997Db).

As mentioned earlier, trade in health services under GATS is covered under
two categories, namely 1) Business services and 8) Health related and social
services. Three components of sub-category 1.A) professional-services are
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Though potential for trade in health
services has been increasing during
the last few decades, countries have
adopted relatively conservative
approach while listing their
commitments under health services.

The relatively shallow commitments in
health services appear to be
government monopolies, in law or in
fact, offering health services at
subsidised rates.

related to health services. These are 1.A.h) medical and dental services; 1.A.1)
veterinary services; and 1.A.j) services provided by midwives, nurses,
physiotherapists and paramedical personnel. Two sub-categories of category
8, namely health related and social services also relate to health services.
These sub-categories are 8.A) hospital services and 8.B) other human health
services. Thus, there are four categories of human health services. These
include 1.A.h, 1.Aj, 8.A and 8.B.

Though potential for trade in health services has been increasing during the
last few decades, countries have adopted relatively conservative approach
while listing their commitments under health services. However, non-scheduling
of a sector or a non-commitment on a particular mode does not imply that
there is a complete lack of any discipline. The basic obligation of the “most
favoured nation” (MFN) treatment applies in all cases. Any exemptions from
MFN treatment have to be clearly listed out and are valid only for a period
of ten years in principle, at the date of entry into force of the Agreement or
at the date of accession for the new members.

The existence of GATS commitments does not impinge on the ability of the
member governments to regulate the services concerned. The Agreement
makes a clear distinction between external liberalisation under Articles XVI
and XVII, and internal regulation for objectives relating to quality of the
service provided.

A developed member country like Canada has not undertaken commitments
in any of the four components of health services. Japan and the USA have
scheduled only one sector each (Box 3). Some of the least developed countries
like Burundi, Gambia, Lesotho, Malawi, Sierra Leone and Zambia had each
made commitments at least in three of the four components of health services.
Some of the recently joined WTO members including Estonia, Georgia, Jordan,
the Kyrgyz Republic, and Latvia have undertaken extensive commitments.
However, no service sector except education has drawn fewer bindings than
the health sector.

The highest number of commitments, 54, have been made in medical and
dental services (1.A.h) followed by hospital services (8.A) at 44. Only 29
members have made any commitments on services provided by midwives,
nurses, physiotherapist and paramedical personnel (1.A.j). Only 17 member
countries have committed to other human health services (8.B). It may thus
be observed that it may be politically easier or economically more attractive
for member countries to liberalise skill-intensive (1.A.h) and capital-intensive
(8.A) sectors than labour-intensive sectors.

The relatively shallow commitments in health services appear to be government
monopolies, in law or in fact, offering health services at subsidised rates.
However, in most of the countries private sector coexists along with the public
sector with the two catering to the different market segments. Moreover,
there were no developed country members taking special initiatives for
liberalisation of health services similar to their roles played in sectors like
telecommunications and financial services in which they had major export
interests.

Many of the developing member countries have made commitments under
mode 3, possibly with an intention to overcome constraints caused by shortages
of capital. Lack of meaningful commitments in mode 4, except for
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Box 3: Specific commitments of WT'O Members on individual health services

Members Medical and Nurses, Hospital Other human
dental services midwives etc | services health services

Antigua and Barbuda
Australia

Austria

Barbados

Belize

Bolivia

Botswana

Brunei Darussalam
Bulgaria

Burundi

Congo DR

Costa Rica

Czech Republic
Dominican Republic
Ecuador

EU (X2)

Estonia

Finland

Gambia

X
X X X

o liat

= B Fal I B

Kyrgyz Republic
Latvia

Lesotho

Malawi

Malaysia

Mexico

Norway

Pakistan

Panama

Poland

Qatar

Rwanda

Saint Lucia

Saint Vincent and the Grenadines
Senegal

Sierra Leone

Slovak Republic
Slovenia

South Africa
Swaziland

Sweden

Switzerland
Trinidad and Tobago
Turkey

USA

Zambia

Total

Source: Adlong and Carzaniga (2001)
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intra-corporate employees and skilled workers not available domestically, is a
reflection of the generally restrictive outlook towards movement of natural
persons. This, however, is true for all other service sectors as well.

Commitments of South Asian Countries

Among four South Asian countries covered under this study, only two have
mentioned some commitments in health services, India and Pakistan.

In the case of India, market access to hospital services is permitted only under
mode 3 through incorporation with a foreign equity ceiling of 51 percent.
There are no limitations to national treatment (none) under mode 3.

Pakistan is the only country among the four under study to have made some
commitments on modes 2 and 3 of medical and dental services. There are no
restrictions (none) on market access as well as national treatment under
mode 2. There is no restriction (none) on national treatment under mode 3
and market access is permitted subject to Pakistan Medical and Dental Council

Regulations.

Like India, Pakistan has also made some commitments, even though limited
only to one sub-sector (hospital services), under this sector.

The market access to hospital services (8.A) is permitted only under mode 3
through subject to Pakistan Medical and Dental Council Regulations. Pakistan
has put no restrictions (none) on market access and national treatment under
mode 2 of hospital services compared. On the contrary, India has kept mode

There has been a low level of 2 “unbound” under market access as well as national treatment.

commitments on health services by

the countries of South Asia with only . .
India and Pakistan havingmade some  Status of Health Services: South Asia

positive commitments with Pakistan

being more liberal than India, There has been a low level of commitments on health services by the countries

of South Asia with only India and Pakistan having made some positive
commitments with Pakistan being more liberal than India. While Bangladesh,
India and Pakistan belong to the low income countries, Sri Lanka is a part
of lower middle income countries.

Health is a serious issue in South Asian countries. As shown in Table 12, the
total expenditure on health as percentage of GDP is relatively high at 5.3
percent in India, 4.0 percent in Pakistan, and relatively low in Bangladesh (3.8
percent) and Sri Lanka (3.3 percent). Southeast countries along with China
spend less than 4.5 percent of their GDP on health with Indonesia recording
a relatively low percentage at 2.6.1

Public expenditure on health as a percentage of total expenditure on health
shows wide variations across countries (Table 13). While Sri Lanka’s public
expenditure on health is about 50 percent of its total expenditure on health,
the corresponding figures are 36 and 23 percent for Bangladesh and Pakistan,
respectively. Public expenditure share is relatively low in India touching about
17 percent only leaving 83 percent of the expenditure incurred by India’s
people as private expenditure. Interesting contrast is that the figures are
exactly reverse in case of the United Kingdom with 83 percent expenditure
being public and the remaining 13 percent being private.

Governments of developed countries earmark relatively large proportion of
the general public expenditure on health (Table 14). It is about 17 percent in

44 + Competitiveness of Service Sectors in South Asia: Role and Implications of GATS A K CUTS



Table 12: Total expenditure on health as % of GDP
Country 1997 1998 Avg. (1997-1998)
Australia 84 86 85
Canada 90 93 92
USA 130 129 130
UK 6.7 68 68
Bangladesh 38 38 38
India 55 51 53
Nepal 47 54 51
Pakistan 40 40 40
Sri Lanka 32 34 33
Indonesia 24 27 26
Malaysia 23 25 24
Philippines 36 36 36
Thailand 37 39 38
China 42 45 44
Source: The World Health Report, 2001

the United States of America and 14 percent in the United Kingdom. The figure
is as high as 13 percent in China and 12 percent in Thailand. The corresponding

values are relatively low in South Asian countries, Bangladesh (6.4), Sri Lanka
(5.9), India (5.2) and Pakistan (3.0).

Per capita health expenditure per annum is alarmingly low in South Asian countries
(Table 15). While Sri Lanka spends $27.5 per capita per annum as total expenditure
on health, the figures are $23 for India, $18 for Pakistan and $11 for Bangladesh.
Even if these are converted in international dollars (PPP terms), the results are
not encouraging at all (Table 16). Though the value for India turns out to be the
highest among South Asian countries (PPP $110.5), it is below that in China (PPP

Table 13: Public expenditure on health as % of total
expenditure on health

Country 1997 1998 Avg. (1997-1998)
Australia 69.3 699 696
Canada 699 701 700
USA 455 448 452
UK 83.7 833 835
Bangladesh 34.7 36,5 356
India 153 180 16.7
Nepal 206 235 221
Pakistan 229 236 233
Sri Lanka 495 513 504
Indonesia 238 255 247
Malaysia 576 57.7 57.7
Philippines 434 424 429
Thailand 572 614 593
China 394 388 391
Source: The World Health Report, 2001
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$135.0) and obviously no match to $3985 in the United States. Per capita
public expenditure on health is also woefully low in South Asian countries,
both in dollar terms as well as in international dollar (PPP) terms (Tables 17
and 18).

Approximately 14 physicians, on an average, are available for every 10,000
people in the world. The corresponding average is 5 in the case of low-income
countries and 29 in the case of high-income countries. The figure lies at 2
for Bangladesh, 4 for each India and Sri Lanka, and 6 for Pakistan. On the
average, 32 beds are available in the world for every 10,000 people. The
number is 13 in the case of low-income countries and 72 in the case of high-
income countries. It is 27 for Sri Lanka, 8 for India, 7 for Pakistan and only
3 for Bangladesh.*

Table 14: Public expenditure on health as % of
general government expenditure

Country 1997 1998 Avg. (1997-1998)
Australia 166 168 16.7
Canada 142 147 145
USA 173 169 171
UK 137 143 140
Bangladesh 58 69 64
India 47 56 52
Nepal 53 62 58
Pakistan 29 31 30
Sri Lanka 60 58 59
Indonesia 28 33 31
Malaysia 56 6.0 58
Philippines 6.7 66 6.7
Thailand 109 133 121
China 136 128 132

Source: The World Health Report, 2001

Table 15: Per capita total expenditure on
health at official exchange rate units

Country 1997 1998 Avg. (1997-1998)
Australia 1680.0 16720 1676.0
Canada 1876.0 18470 8615
UsA 3915.0 4055.0 3985.0
UK 1499.0 16280 15635
Bangladesh 100 120 110
India 240 220 230
Nepal 110 110 110
Pakistan 180 180 180
Sri Lanka 260 290 215
Indonesia 250 120 185
Malaysia 1100 840 970
Philippines 410 320 365
Thailand 930 710 820
China 310 340 325

Source: The World Health Report, 2001
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Table 16: Per capita total expenditure on
health in international dollars (PPP)

Country 1997 1998 Avg. (1997-1998)
Australia 1950.0 2080.0 2015.0
Canada 21830 2363.0 22730
USA 39150 4055.0 3985.0
UK 14570 15120 14845
Bangladesh 400 420 410
India 1110 1100 1100
Nepal 510 580 545
Pakistan 66.0 67.0 66.5
Sri Lanka 89.0 9.0 94.0
Indonesia 780 5.0 66.0
Malaysia 194.0 1680 1810
Philippines 1620 1440 1530
Thailand 221.0 1970 2090
China 1270 1430 1350

Source: The World Health Report, 2001

Table 17: Per capita public expenditure on
health at offical exchange rate (US$)

Country 1997 1998 Avg. (1997-1998)
Australia 1164.0 11720 11680
Canada 13110 1296.0 13035
USA 1780.0 18170 17985
UK 12540 13570 13055
Bangladesh 40 40 40
India 40 40 40
Nepal 20 30 25
Pakistan 40 40 40
Sri Lanka 130 150 140
Indonesia 6.0 30 45
Malaysia 63.0 480 555
Philippines 180 140 160
Thailand 53.0 440 485
China 120 130 125

Source: The World Health Report, 2001

The upshot of the above discussion is that availability of health services is
pathetically low and quality poor in countries of South Asia.

Maximising Benefits from Trade in Health Services

Some of the most significant gains in world welfare could be realised through
an expansion of services exports from developing countries. Provision of
health-services, in particular, is an area in which developing countries could
become major exporters. These countries can attract foreign patients to
domestic hospitals and foreign elderly for nursing care. They can also earn
from temporarily movement of health-professionals abroad.
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Table 18: Per capita public expenditure on
health in international dollars (PPP)
Country 1997 1998 Avg. (1997-1998)
Australia 1351.0 14570 1404.0
Canada 1525.0 1657.0 1591.0
USA 1780.0 18170 17985
UK 12200 1260.0 1240.0
Bangladesh 140 160 150
India 170 200 185
Nepal 110 140 125
Pakistan 150 160 155
Sri Lanka 440 510 475
Indonesia 180 14.0 160
Malaysia 1120 970 1045
Philippines 700 610 655
Thailand 1260 1210 1235
China 500 55.0 525
A central objective is to examine how Source: The World Health Report, 2001

the gains from trade can be realised
without undermining the pursuit of
objectives such as equitable access. Byt there is also a legitimate concern that an increase in exports may have
an adverse effect on the domestic availability of such services, especially for

the poor.

A central objective is to examine how the gains from trade can be realised
without undermining the pursuit of objectives such as equitable access. For
an expansion in trade to be possible, two conditions need to be fulfilled: an
elimination of barriers in foreign markets and the development of capacity
within developing countries to provide services of an acceptable quality, possibly
through greater foreign investment. Secondly, measures need to be taken to
ensure that increased opportunities to trade do not have a negative
distributional impact.

The development of communication technology has greatly increased the
scope for cross-border supply, but the other three modes remain more
important. It seems reasonable to assume that a country like India potentially
has comparative advantage in supplying health services to foreigners either
by attracting them to India or sending its providers abroad, whereas countries
like the United States have a comparative advantage in providing services
through the establishment of commercial presence. Identifying the interplay

An 1) ! i .
other largely unexplored area is between these modes will be one of the key aspects of the study.

old-age nursing homes. OECD
countries are witnessing an increase
in the number of old and disabled ~ Gains and Barriers
people in need of nursing care for

prolonged periods. Casual empirical evidence reveals that there are likely to be substantial gains

from trade. For instance, while the cardiovascular surgery package costs
about $47,000 in Massachusetts General Hospital (Boston), its cost in India’s
IS0-9000 certified Apollo Hospital (Chennai) is about $6,000. Even a low-cost
hospital in the United States, Christiana Hospital (Newark) charges about
$28,000 for such a surgery. The corresponding figures for neurosurgery are
about $42,000 in Massachusetts General Hospital, $23,000 in Christiana Hospital
and only $3,500 in Apollo Hospital. One question is whether these price
differences would remain large once differences in the quality of services in
different locations are taken into account.
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Greater insurance-portability would
enable insurance companies to bring
into the insurance net people who
cannot afford costlier insurance
packages for treatment/nursing care
in their own countries.

Any possibility of trade critically
depends on the ability of developing
countries to provide an acceptable
quality of health services.

Another largely unexplored area is old-age nursing homes. OECD countries
are witnessing an increase in the number of old and disabled people in need
of nursing care for prolonged periods. The number of elderly people in the
USA is estimated to grow from 4.5 million in the early 1980s to 8 million by
2040.° The potential impact of permitting portability of health insurance could
be substantial. If only 3 percent of the 100 million elderly persons living in
OECD countries retired to developing countries, they would bring with them
possibly US$30 to 50 billion annually in personal consumption and $10 to 15
billion in medical expenditures (United Nations and WHO, 1998).

A major barrier to consumption abroad of medical services is the lack of
portability of health insurance. For instance, reimbursement of medical
expenses by the US federal or state government is limited to licensed and
certified facilities in the United States. The lack of long-term portability of
health coverage for retirees from OECD countries is also a constraint to
trade. In the United States for instance, Medicare covers virtually no services
delivered abroad. Other nations may extend coverage abroad, but only for
limited periods such as two or three months. This constraint is significant
because it tends to deter the elderly from travelling or retiring abroad. And
those who do retire abroad are often forced to return home to obtain affordable
medical care.

The rationale for the restrictive conditions on health insurance needs to be
examined. Greater insurance-portability would enable insurance companies to
bring into the insurance net people who cannot afford costlier insurance
packages for treatment/nursing care in their own countries. The National
Coalition of Health Care (USA) in a 1999 paper has estimated that 43.4 million
of the US people, 16 percent of the population, had no health insurance in
1997. It has also estimated that about 53 million of non-elderly US citizens,
i.e. one in five, will be uninsured in 2009 under current arrangements.
Obviously, providing health insurance at, say 25 percent of the existing cost
could bring many such people into the health insurance net.

Any possibility of trade critically depends on the ability of developing countries
to provide an acceptable quality of health services. It may not be necessary
to match the quality of services in the best health centres, for it is conceivable
that a vertically differentiated market could emerge, but a certain threshold
quality would certainly need to be attained. We know that countries like India
and Cuba already attract foreign patients, many of whom come from other
developing countries. But we do not have a good sense of quality differences
between countries and within countries, and of the cost of quality improvement.

It is likely that elimination of the restrictions that developing countries impose
on FDI in health services would help enhance both capacity and quality. For
instance, India’s GATS commitments suggest that commercial presence is
allowed only through incorporation with a foreign equity ceiling of 51
percent. The restrictive effect of such ownership restrictions and other
impediments to investment itself merits closer examination.

An alternative to patients travelling abroad is for the health providers —
doctors, nurses and others — to travel to the country of the patient. Many
different barriers constrain the movement of individual service providers.
The numerous formalities alone (e.g. to obtain a visa) make red tape-related
to FDI seem trivial by comparison. The most obvious barriers are explicit
quotas and/or economic needs tests.!® Qualification and licensing requirements
and the regulations of professional bodies are major barriers as well. The
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entry of foreigners can be impeded by non-recognition of their professional
qualifications, burdensome licensing requirements or by the imposition of
discriminatory standards on them. The requirement of registration with, or
membership of, professional organisations can also constitute an obstacle for
a person wishing to provide the service on a temporary basis. Distinguishing
between the legitimate and the protectionist is a major challenge in the
domain of domestic regulations.

Impact on Social Objectives

How would liberalising trade and investment in health services effect access
arelikely to reduce availability andor to hgalth services, espe.ciall'y' for the pogr? In the §hort run, maeased exports
increase prices domestically, But 1€ likely to reduce a\{a}labﬂlty and/or increase prices domestically. BuF there
there may also be some positive My also be some positive effects. Increased export revenues may provide the
effects.  resources for expansion of domestic health care facilities. Over time, the
prospect of increased incomes in the health care profession is likely to lead
to augmentation of supply. If access to high-income jobs remains rationed, e.g.
because of persisting limits on moving to foreign markets, then it is conceivable
that the quantity supplied to the domestic market would also expand. In any

case, the outcome is unclear and merits closer examination.

In the short run, increased exports

It is important to devise policies that should accompany liberalisation to

ensure that social objectives do not suffer. For instance, there may be an

increase in taxation (of consumption or income) to finance subsidised health

care for the poorer segments of the population. Such subsidies may then be

It would be in the interest of all  Passed on to the provider or the consumer. One may consider imposing
countries to separate temporary ~ universal obligations on health care providers.

movement from migration, and to
push for liberalisation primarily with  GATS Negotiations
respect to the former.
How can the ongoing GATS negotiations be used to generate a stronger

liberalising momentum in the sector? It would be in the interest of all countries
to separate temporary movement from migration, and to push for liberalisation
primarily with respect to the former. For exporting countries, both the financial
and knowledge benefits would be greatest if service suppliers (particularly
those who have benefited from a subsidised education) return home after a
certain period abroad. And for importing countries, such temporary movement
should create fewer social and political problems than immigration. It may be
feasible to draw a line between temporary movement and migration. It may
be feasible to link liberalisation commitments across modes of supply (e.g.
investment vs individuals) so as to harness the traditional WTO mechanism
of reciprocity-based market access negotiations.

The other key question in the GATS negotiations concerns rules for domestic
regulations, such as qualification and licensing requirements. This is an area
An optimal mix of surplus capital  where little progress has been made, because of the difficulty in striking a
from the high-income countriesand 1) .6 hetween national regulatory autonomy and multilateral disciplines on
surplus health-related workers may be ... .. .- .
a very “healthy” concoction for the prot'ectlomst mstments. .A close' examma.tlon of th'e C(')ndlt‘lons imposed on
entire world community.  foreign health service providers might provide some insight into how further
progress can be made in this area. An optimal mix of surplus capital from the
high-income countries and surplus health-related workers may be a very
“healthy” concoction for the entire world community. South Asia stands to
gain further if it minimises restrictions on trade in health services across its
member countries though on MFN basis. The member countries can integrate
South Asia into a first class region for provision of health services to populations
of its own member countries, as well as, to foreign patients visiting this
region.
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South Asian region does not reveal
comparative advantage in transport
and travel services.

In the case of export of travel
services, South Asian region is a very
poor performer with all other
developing regions of the world
having a high revealed comparative
advantage.

It is on the “other services” that
South Asia scores higher comparative
advantage as compared with other
developing regions mainly on account
of India’s strength and partially due
to contribution of Bangladesh.

Chapter-VIII
Concluding Remarks

Services have been playing increasingly important role in South Asian
economies. The sector now contributes close to half the total GDP of this
region compared with 37 percent in 1980 and 42 percent in 1990. The myth
of services being non-tradable has given way to the reality that the total
exports of services from this region touched a figure of $21bn during 2000,
thus contributing nearly one-fourth of the regions total exports (merchandise
and commercial services).

This figure is relatively high when compared with the world average of 18.4
percent and the high-income countries’ average of 20.2 percent during 2000.
Within the major developing regions of the world, only South Asian region
reveals comparative advantage in export of services though it is mainly arising
from a strong position that India holds in contributing to such advantage. The
developing countries of Europe and Central Asia, on an average, are close to
having revealed comparative advantage in export of services though there has
been a decline during the triennium 1998-2000.

South Asia region does not reveal comparative advantage in transport and
travel services. In the case of transport services, other developing regions of
the world are performing better than South Asia and are close to having
revealed comparative advantage nearly similar to the high income countries.
It is mainly because of India’s weakness that the region loses on export of
transport services even though Bangladesh, Pakistan and Sri Lanka reveal
comparative advantage in export of transport services.

In the case of export of travel services, South Asian region is a very poor
performer with all other developing regions of the world having a high
revealed comparative advantage. This clearly is a poor reflection on the
development of the tourism sector or any other type of special feature to
attract inflow of tourists into South Asia region.

It is on the “other services” that South Asia scores higher comparative advantage
as compared with other developing regions mainly on account of India’s
strength and partially due to contribution of Bangladesh.

The General Agreement on Trade in Services (GATS) is the first multilateral
agreement under the auspices of Uruguay Round to provide legally enforceable
rights to trade in a wide range of services along with their progressive
liberalisation. The main objectives of GATS are the expansion of trade in
services, progressive liberalisation of such trade through negotiations,
transparency of rules and regulations, and increasing participation of developing
countries. Though very little liberalisation was actually achieved, the negotiations
on trade in service sectors established the institutional structure for negotiating
liberalisation in the future.
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Balance of payments statistics (IMF) is the main source of information on
international trade in services. It has many weaknesses. Some of the large
economies — such as former Soviet Union — did not report data on trade in
services unless recently. Disaggregation of important components is limited
and it varies across countries. There are inconsistencies in the methods used
to report items contributing to a downward bias in the value of the service
trade reported in the balance of payments.

The Manual of Statistics of International Trade in Services (MSITS, 2001) is

a major effort to resolve the divergence between GATS legal framework and

the traditional statistical framework mentioned under BPM5. The MSITS is

Like many other countries, South  the result of a joint effort among six international organisations.!” An
Asian countries have also played safe  internationally agreed GATS-coherent framework for the compilation and
while making commitmentsontrade  reporting of statistics of international trade in services has been set out in
I Services.  MSITS. However, the MSITS conforms with and explicitly relates to BPM5.

Like many other countries, South Asian countries have also played safe while
making commitments on trade in services. It is likely that opening up of
service sectors may be crucial not only to raise the efficiency of the tertiary
sector itself but also to contribute positively to the rapid growth of primary
and secondary sectors of the economy (Chadha 2001).

Among various types of services, health related services constitute an area

where the countries of the region, with India taking a lead, can gain hugely

from opening up. The major gains can be achieved through permitting

commercial presence and FDI, such that world-class facilities are made available

at affordable costs. Provision of nursing-care facilities to the increasingly large

population of old-age people across the globe is yet another potential area of

business. The comparative advantage of the region also lies in supplying its

surplus medico-labour (doctors, nurses, paramedical staff, etc.) to the developed

countries requiring such medical staff for temporary periods. The medico-staff

would then be expected to return to South Asia after having gained better

knowledge of modern medical facilities and hence benefit provision of medical

The major gains can be achieved  services in this region of the world. However, portability of medical insurance
through permitting commercial = j ;o quction in barriers to the movement of natural persons are two pre-

presence and FDI, such that world- .
class facilities are made availableat  coditions to make such a phenomenon successful.

affordable costs. Provision of nursing-
care facilities to the increasingly large ~ Last, but not the least, major regulatory changes might be required to be
population of old-age people across  introduced in the countries of South Asia on grounds of equity. The spread
the globe is yet another potentialarea  ,f new private sector, regional or multinational, might be a threat to the
of business. provision of good medical facilities to the poor populations of South Asian
countries. Another fear generally expressed is the likely diversion of medico-
staff from public sector to private sector hospitals.

Such fears have to be taken seriously into account by the respective Medical
Regulatory Authorities, which must be established in countries of South Asia.
These bodies should be given enough autonomy so that the interests of the
poor are not hurt. This can be done in various innovative ways and through
putting special taxes on patients who could afford to pay high prices for either
jumping the queue of waitlist or getting luxurious stay while under treatment.
Such revenue can then be transferred to the upkeep of the public sector
hospitals through enabling them to retain their medico-staff with them and
yet provide “reasonable quality” of medical services to the poor patients.
Though it may be difficult to define the meaning of “reasonable quality”, here
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we mean that services provided to the poor should be better than the situation
when no opening up of trade in health services were permitted.

It is possible that the externalities of having a modern and high-technology
system of providing medical services within South Asia region are likely to
more than offset the fears of the poor losing out. In any case, private but low-
quality “nursing homes” are anyway mushrooming across the countries of this
region. The poor are already losing out since they cannot afford treatment
in these nursing homes. Barring a few, most of such nursing homes are far
below the world-parity due to the absence of economies of scale.

A pro-active role is expected from the developing countries during the process
of ongoing service negotiations at the WTO. In case the surplus capital of the
developed countries attempts to look for a more lucrative vent in establishing
commercial presence in the developing countries, the developing countries
should definitely look forward to demolishing the huge barriers put up by the
developed countries on the movement of natural persons. There should be a
sense of well-considered proportion in applying the rule of comparative
advantage — whether on trade in goods or in services.
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Endnotes

See Annex 1 for detailed classification of service sectors.

See World Development Indicators (2002), page 231 for details.

Persons residing abroad for more than one year.

European Commission, IMF, OECD, UN, UNCTAD and WTO.

All services, i.e. commercial plus government.

The structure of the GATS reflects both the special characteristics of services and services trade, and the scope and coverage of the
agreement itself. It includes scope and definition of trade in services, general obligations and disciplines, specific (negotiated)
commitments, progressive liberalisation (through successive rounds of negotiations), and institutional and final provisions. The GATS
thus consists of two major components, namely, (1) the framework agreement including the Articles of the Agreement and its Annexes
and (2) the schedules of specific commitments on national treatment and market access along with lists of exemptions from MFN
treatment submitted by member governments. (See WTO, 1995).

The developed countries are required to abstain from imposing conditions on the access to and use of public telecommunications
transport networks and services. The conditions may, however, be imposed by the developed countries if necessary to ensure the
availability of services to the general public, protect the technical integrity of networks or prevent the supply of services by countries
that have not made specific commitments in the area of telecommunications. On the other hand, the developing countries may impose
reasonable conditions on the access to and use of telecommunications networks that they consider necessary to strengthen domestic
telecommunications infrastructure and capacity and to increase their participation in international trade in telecommunications services.
The GATS members are expected to make available to developing countries information on international telecommunications services
and developments in telecommunications and information technology in order to assist in the strengthening of their domestic
telecommunications industries.

According to the ‘World Development Report’ (2002) the GNI per capita (PPP) levels for the low, middle and high-income economies
are as follows: low-income, $755 or less in 2000; middle-income, $756 to $9,265 and high-income, $9,266 and more (see page 241
WDR, 2002).

Commitments are equally liberal also on R&D on natural sciences (1.C.a) and technical testing and analysis services (1.F.e).

This section draws upon Adlung and Carzaniga, 2001.

WTO Council for Trade in Services, Presence of Natural Persons (Mode 4), SIC/W/75 (Geneva: WTO December 1998).

Gross per capita income of Bangladesh, India, Pakistan and Sri Lanka was $ 380, 460, 470 and 870, respectively. In PPP terms, these
figures translate into $ 1650, 2390, 1960 and 3470, respectively. While the average gross per capita income of the low income countries
was $ 420 (PPP $ 1990) in 2000, it was $ 1140 (PPP $ 4580) for lower middle income countries. The corresponding world average
was $ 5150 (PPP $ 7350) while for high-income countries, it was $ 27510 (PPP $ 27450). See WDR (2002), page 232-233.

Tables 12 to 18 have been extracted from World Health Report (2001) and provide data for 1997 and 1998. Our discussion is based
on averages for the years.

See WDI 2002, Table 2.15, pages 102-104.

Swaminathan S. Aiyar, quoting a Brookings study by Joshua Wiener, in his lecture on “India’s Economic Prospects: The Promise of
Services” delivered in 1999 at the Center of Advanced Study of India, University of Pennsylvania.

Other barriers to movement of natural persons include double taxation, wage-matching requirements (wages paid to foreign workers
should be the similar to those paid to nationals in that profession, eliminating the cost advantage for foreigners), and local training
requirements (to replace foreign with national labour within a certain time frame).

European Commission, IMF, OECD, UN, UNCTAD and WTO.
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Annexure 1

WTO Classification of Service Sectors

-

BUSINESS SERVICES

Professional services

Legal services 861

Accounting, auditing and bookkeeping services 862
Taxation services 863

Architectural services 8671

Engineering services 8672

Integrated engineering services 8673

Urban planning and landscape architectural services 8674
Medical and dental services 9312

Veterinary services 932

Services provided by midwives, nurses, physiotherapists and paramedical personnel 93191
Other

Computer and related services

Consultancy services related to the installation of computer hardware 841
Software implementation services 842

Data processing services 843

Database services 844

Other 845+849

PR TP FTHEDR SO RS TP B

. Research and development services
R & D services on natural sciences 851
R & D services on social sciences and humanities 852
Interdisciplinary R & D services 853

o TP A

Real estate services
Involving own or leased property 821
On a fee or contract basis 822

o P

Rental/leasing services without operators

Relating to ships 83103

Relating to aircraft 83104

Relating to other transport equipment 83101+83102+83105
Relating to other machinery and equipment 83106-83109
Other 832

® 0 o

Other business services

Advertising services 871

Market research and public opinion polling services 864
Management consulting service 865

Services related to management consulting 866

Technical testing and analysis services 8676

Services incidental to agriculture, hunting and forestry 881
Services incidental to fishing 882

Services incidental to mining 883+5115

Services incidental to manufacturing 884+885 (except for 88442)
Services incidental to energy distribution 887

Placement and supply services of personnel 872

TP D@ D e o by
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Investigation and security 873
. Related scientific and technical consulting services 8675

P B =

transport equipment) 8861-8866
Building-cleaning services 874
Photographic services 875
Packaging services 876
Printing, publishing 88442
Convention services 87909*
Other 8790

swm RO T o

COMMUNICATION SERVICES

N

Postal services 7511
Courier services 7512
. Telecommunication services
Voice telephone services 7521
Packet-switched data transmission services 7523**
Circuit-switched data transmission services 7523**
Telex services 7523**
Telegraph services 7522
Facsimile services 7521%%+7529**
Private leased circuit services 7522**+7523**
Electronic mail 7523**
Voice mail 7523**
On-line information and database retrieval 7523**
Electronic data interchange (EDI) 7523**
Enhanced/value-added facsimile services including store and forward, 7523** store and retrieve
. Code and protocol conversion n.a.
On-line information and/or data processing (including transaction 843** processing)
Other

SPpEBTRFET TSRS A0 T OWR

Audiovisual services

Motion picture and video tape production and distribution services 9611
Motion picture projection service 9612

Radio and television services 9613

Radio and television transmission services 7524

Sound recording n.a.

Other

S e o g

=

Other

CONSTRUCTION AND RELATED ENGINEERING SERVICES
General construction work for buildings 512

General construction work for civil engineering 513
Installation and assembly work 514+516

Building completion and finishing work 517

Other 511+515+518

HEPpORP®

Maintenance and repair of equipment (not including maritime vessels, 633+ aircraft or other
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DISTRIBUTION SERVICES

Commission agents’ services 621
Wholesale trade services 622

Retailing services 631+632 6111+6113+6121
Franchising 8929

Other

EDUCATIONAL SERVICES
Primary education services 921
Secondary education services 922
Higher education services 923
Adult education 924

Other education services 929

ENVIRONMENTAL SERVICES
Sewage services 9401
Refuse disposal services 9402

. Sanitation and similar services 9403

Other
FINANCIAL SERVICES

All insurance and insurance-related services 812%*

Life, accident and health insurance services 8121

Non-life insurance services 8129

Reinsurance and retrocession 81299

Services auxiliary to insurance (including broking and agency services) 8140

Banking and other financial services (excluding insurance)

Acceptance of deposits and other repayable funds from the public 81115-81119

Lending of all types, including consumer credit, mortgage credit, 8113

factoring and financing of commercial transaction

Financial leasing 8112

All payment and money transmission services 81339**

Guarantees and commitments 81199**

Trading for own account or for account of customers, whether on an exchange, in an over-the-

counter market or otherwise, the following:

* money market instruments (cheques, bills, certificates of deposits, etc.) 81339%*

¢ foreign exchange 81333

* derivative products including, but not limited to, futures and options 81339%*

¢ exchange rate and interest rate instruments, including products such as swaps, forward rate agreements, etc.
81339+

* transferable securities 81321*

* other negotiable instruments and financial assets, including bullion 81339%*

Participation in issues of all kinds of securities, including underwriting and placement as agent

(whether publicly or privately) and provision of service related to such issues 8132

Money broking 81339**

Asset management, such as cash or portfolio management, all forms of 8119+%*

collective investment management, pension fund management, custodial 81323*

depository and trust services

Settlement and clearing services for financial assets, including securities, 81339**
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C.
D.

Advisory and other auxiliary financial services on all the activities listed in Article 1B of
MTN.TNC/W/50, including credit reference and analysis, investment and portfolio research and
advice, advice on acquisitions and on corporate restructuring and strategy 8131 or 8133

Provision and transfer of financial information, and financial data processing and related software by providers
of other financial services 8131

Other

HEALTH-RELATED AND SOCIAL SERVICES (other than those listed under 1.A.h-j.)
Hospital services 9311
Other human health services 9319 (other than93191)

. Social services 933

Other

TOURISM AND TRAVEL-RELATED SERVICES
Hotels and restaurants (including catering) 641-643
Travel agencies and tour operators services 7471
Tourist guides services 7472

Other

10. RECREATIONAL, CULTURAL AND SPORTING SERVICES

A
B.
C.
D.
E

(other than audiovisual services)

Entertainment services (including theatre, live bands and circus services) 9619
News agency services 962

Libraries, archives, museums and other cultural services 963

Sporting and other recreational services 964

Other

11. TRANSPORT SERVICES

A

CEeL TN e e TP PP R O

D.

Maritime transport services

Passenger transportation 7211

Freight transportation 7212

Rental of vessels with crew 7213

Maintenance and repair of vessels 8868**
Pushing and towing services 7214

Supporting services for maritime transport 745%*

Internal waterways transport

Passenger transportation 7221

Freight transportation 7222

Rental of vessels with crew 7223

Maintenance and repair of vessels 8868**

Pushing and towing services 7224

Supporting services for internal waterway transport 745%*

. Air transport services

Passenger transportation 731

Freight transportation 732

Rental of aircraft with crew 734
Maintenance and repair of aircraft 8868**
Supporting services for air transport 746

Space transport 733
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Rail transport services

Passenger transportation 7111

Freight transportation 7112

Pushing and towing services 7113

Maintenance and repair of rail transport equipment 8868**
Supporting services for rail transport services 743

>0 o

Road transport services

Passenger transportation 7121+7122

Freight transportation 7123

Rental of commercial vehicles with operator 7124

Maintenance and repair of road transport equipment 6112+8867
Supporting services for road transport services 744

® pp o

. Pipeline transport
Transportation of fuels 7131
Transportation of other goods 7139

= o)

. Services auxiliary to all modes of transport
Cargo handling services 741
Storage and warehouse services 742
Freight transport agency services 748
Other 749

NN -

L. Other transport services

12. OTHER SERVICES NOT INCLUDED ELSEWHERE 95+97+98+99
The (*) indicates that the service specified is a component of a more aggregated CPC item specified elsewhere
in this classification list.
The (**) indicates that the service specified constitutes only a part of the total range of activities covered by the
CPC concordance
(e.g. voice mail is only a component of CPC item 7523).
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Annexure 2

BANGLADESH - SCHEDULE OF SPECIFIC COMMITMENTS

Modes of supply:1) Cross-border supply 2) Consumption abroad 3) Commercial presence 4) Presence of natural persons

Sector or Limitations on Market Limitations on Additional
subsector Access National Treatment Commitments
2 COMMUNICATION | (4) The employment of foreign (1,3) Certain subsidies | The creation of
SERVICES natural persons for the and tax benefits may regulatory
C. Telecommunication implementation of foreign only be extended to disciplines is
services investment shall be agreed upon | national operators. under review. If
by the contracting parties and the outcome of
All Subsectors approved by the Government this review
and such personnel shall be permits then
employed in higher management additional
and specialised jobs only. commitments on
regulatory
disciplines will be
attached before 1
January 1998.
For public use (1) No bypass of network facilities (1) None
International service: of Government operator. No
a. Voice telephone call-back or refile allowed.
services
b Ez;l;iz:%tzhed data (2) None (2) None
services
¢. Circuit-switched data | (3) Reserved to exclusive supply by | (3) None
transmission services the Government operator
d Telex services
e. Telegraph services (4) Unbound except as indicated (4) None
g Private leased circuit under All Subsectors
services
For public use (1) No bypass of network facilities (1) None
Fixed network of Government operator
infrastructure,
Domestic long distance (2) None (2) None
and local service:
a. Voice telephone (3) Two licenses are issued to (3) None
services private operators, each to serve
g Private leased circuit designated administrative (rural)
services areas in competition with the
Government operator
(4) Unbound except as indicated (4) None
under All Subsectors
For non-public use'(i.e., | (1) No bypass of network facilities (1) None
services supplied to of Government operator
closed user groups):

1 Means exclusive use of services by users within a corporate body. This use includes communication between corporate branches and affiliates but cannot be
accessed for PSTN subscribers for commercial use.
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a. Voice telephone services | (2) None (2) None

b. Packet-switched data (3) Only on network facilities (3) None
transmission services supplied by the Government

operator and other licensed

¢ Circuit-switched data public-service operators.
transmission services Two-ended breakout and resale

of excess capacity are not

permitted

(4) Unbound except as indicated (4) None
under All Subsectors

£ TFacsimile services (1) No bypass of network facilities | (1) None
of Government operator

(2) None (2) None

(3) Only on network facilities (3) None
supplied by the Government
operator and other licensed
pubic-service operators.

(4) Unbound except as indicated (4) None

under All Subsectors
(1) No bypass of network
0. Other facilities of Government (1) None
operator
Internet acces services
(2) None (2) None
(3) Only on network facilities (3) None
supplied by the Government

operator and other licensed
pubic-service operators.

(4) Unbound except as indicated | (4) None
under All Subsectors

(1) No bypass of network facilities | (1) None

Mobile services (terrestrial) of Government operator
- Cellular/mobile voice (2) None (2) None
telephone services

(3) Four licences issued to private | (3) None
operators, in addition to the
Government operator

(4) Unbound except as indicated | (4) None
under All Subsectors
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VSAT services

with the relevant rule and
regulations. There is no fixed

(1) No bypass of facilities of (1) None
Government operator
(2) None (2) None
(3) Reserved to exclusive supply by | (3) None
the Government operator, who
has entered into build-operate
transfer arrangement with three
foreign suppliers
(4) Unbound except as indicated (4) None
under All Subsectors
Gateway earth station (1) No bypass of network facilities (1) None
. of Government operator
services
() None (2) None
(3) Reserved to exclusive supply by (3) None
the Government operator
(4) Unbound except as indicated (4) None
under All Subsectors
Teleconferencing (1) No bypass of network facilities (1) None
services (75292) of Government operator
(2) None (2) None
(3) Reserved to exclusive supply by | (3) None
the Government operator
(4) Unbound except as indicated (4) None
under All Subsectors
Telecommunications (1) None (1) None
terminal equipment
(telephone sets, fax (2) None (2) None
cellular handsets)
sales, rental, (3) None (3) None
maintenance,
connection, repair and (4) Unbound except as indicated (4) None
under All Subsectors
consulting services (1) Unbound* (1) Unbound*
9. TOURISM AND (2) Unbound (2) Unbound
TRAVEL-RELATED (3) Commercial presence requires (3) None
SERVICES . . .
. that foreign service providers (4) None
A. Five Star Hotel and . .
- ) incorporate or establish the
Lodging Services business locally in accordance
(CPC 641)

* Mode of supply is technically not feasible.
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ratio of equity between local and
foreign investors. Foreign equity
to the extent of 100 percent is
allowed.

(4) In Bangladesh, the entry and
residence of foreign natural
persons (service providers) is
subject to Bangladesh’s
immigration and labour laws,
regulations, guidelines and
procedures. There is no
restriction in issuing work
permits to foreign nationals in
Bangladesh. The employment of
foreign natural persons for the
implementation of the foreign
investment shall be agreed upon
by the contracting parties and
approved by the Government
and such personnel shall be
employed in higher management
and specialised jobs only.
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BANGLADESH : LIST OF ARTICLE II (MFN) EXEMPTIONS

Sector or Description of measure| Countriesto which | Intended | Conditions
Subsector indicating its inconsistency | the measure applies | duration | creating the need
with Article IT for the exemption
2.C.Telecommuni- | Measures including the Countries coveredby | Ten years. | On account of
cation services application of different International bilateral agree-
International accounting rates for different Telecommunication ments between
services operators/countries covered by | Services Agreements Bangladesh and
International between Bangladesh foreign operators
Telecommunication Services and foreign operators. dealing with
Agreements between various aspects of
Bangladesh and various foreign cooperation.
operators.
2.C.Telecommuni- | Measures including the Neighbouring countries | Ten years. | On account of
cation services application of different bilateral
International accounting rates for different agreements with
services. neighbouring countries Governments of
covered by Telecommunication neighbouring
Agreements entered into by countries.
the Government of
Bangladesh with Governments
of neighbouring countries.
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INDIA - SCHEDULE OF SPECIFIC COMMITMENTS
Modes of supply:1) Cross-border supply 2) Consumption abroad 3) Commercial presence 4) Presence of natural persons

Sector or Subsector

Limitations on market access

Limitations on nati-
onal treatment

Additional
commitments

LHORIZONTAL COMMITMENTS

IN THIS SCHEDULE

ALL SECTORS INCLUDED

(4) Unbound except for measures
affecting the entry and
temporary stay of natural
persons who fall in any of the
following categories:

(a) Business visitors

Persons who visit India for the
purposes specified in (i) and (ii)
below and who will not receive
remuneration from within India:

(i) for business negotiations, or

(ii) for preparatory work for
establishing a commercial
presence in India.

Entry for persons in this category
shall be for a period of not more
than 90 days.

(b) Intra-corporate transferees

At the level of Managers,
Executives and Specialists who have
been in the employment of a
juridical person of another Member
for a period not less than one year
prior to the date of application for
entry into India and are being
transferred to a branch or a
representative office or a juridical
person owned or controlled by the
aforesaid juridical person.

Managers are:

Persons who direct a branch office
or one or more departments as
their head, or supervise or control
the work of other supervisory,
professional or managerial

(3. In case of

collaboration with
public sector
enterprises or
government
undertakings as joint
venture partners,
preference in access
will be given to
foreign service
suppliers/entities which
offer the best terms
for transfer of
technology.

(4) Unbound except for

measures referred to
under Market Access.
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personnel and have the authority
to appoint or remove the
personnel and powers to exercise
discretionary authority over day-to-
day operations.

Executives are:

Persons who are in senior
positions within a juridical person
including a branch who primarily
direct the management, have wide
decision-making powers and are
either members of the board of
directors or receive directions from
the board or the general body of
shareholders.

Specialists are:

Persons who possess high
qualifications and knowledge at an
advanced level relevant to the
organisation’s activities or of the
organisation’s research, equipment,
techniques or management and
may include persons who are
members of accredited professional
bodies.

Entry for persons in the above
categories shall be for a maximum
period of five years.

(c) Professionals

Natural persons to be engaged by
a juridical person in India as part
of a services contract for
rendering professional services for
which he/she possesses the
necessary academic credentials and
professional qualifications with
three years experience in the field
of physical sciences, engineering or
other natural sciences.

Entry and stay in this category
shall be for a maximum period of
one year extendable with
permission for a maximum of
three months.
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IL. SECTOR-SPECIFIC COMMITMENTS

1. BUSINESS SERVICES

A Professional Services

(e) Engineering Services
(CPC 8672)

(1) Unbound

(2) Unbound

(3) Only through incorporation
with a foreign equity ceiling
of 51 percent

(4) Unbound except as indicated

(1) Unbound
(2) Unbound

(3) None

(4) Unbound except as

(b) Software implementation
services (CPC 842)

(c) Data processing services
(CPC 843)

(d) Data base services
(CPC 844)

(e) Maintenance and repair

services of office

ma- chinery and
equipment
including computers

(4) Unbound except as indicated
in the horizontal section

in the horizontal section indicated in the
horizontal section

B. Computer and Related (1) Unbound (1) Unbound

Services

(2) Unbound (2) Unbound

(a) Consultancy services

related to the installation | (3) Only through incorporation (3) None

of computer hardware with a foreign equity ceiling

(CPC 841) of 51 percent

(4) Unbound except as
indicated in the
horizontal section

(CPC845)
C. Research and Development
Services

(a) R&D services on the
following natural sciences
only:

¢ Heat, light, electro-
magnetism, astronomy,
but excluding atomic
energy and related
matters (CPC 85101)

* Engineering and
technology, including
applied science and
technology for casting,
metal, machinery,
electricity,

(1) Unbound

(2) Unbound*

(3) Only through incorporation
with a foreign equity ceiling
of 51 percent

(4) Unbound except as indicated
in the horizontal section

(1) Unbound
(2) Unbound*

(3) None

(4) Unbound except as
indicated in the
horizontal section
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communications, vessels,
aircrafts, civil engineering,
construction, information,

ete. (CPC 85103)
F. Other Business
Services

e) Technical testing and
analysis services

(1) Unbound

(2) Unbound

(3) Only through incorporation
with a foreign equity ceiling
of 51 percent.

(4) Unbound except as indicated

(1) Unbound
(2) Unbound

(3) None

(4) Unbound except as

which the position will be
reviewed.

The private operator should be
a company registered in India
in which total foreign equity
must not exceed 25 percent.

Service operator will be
permitted to provide long

in the horizontal section. indicated in the
horizontal section.
2. COMMUNICATION SERVICES
(CPC 8676) (1) Unbound (1) Unbound The definition and
(C) Telecommunication principles on the
Services! (2) Unbound (2) Unbound regulatory framework
for the basic
(a) Voice telephone (3) The service will be (3) Unbound telecommunication
service permitted to be provided servicc?s subscribgd to
(CPC 7521%%) only after the operator gets | (4) Unbound except | 0¥ India are contained
a licence from the asindicatedin | N the annex titled
Limited to local/ long Designated Authority who the horizontal Explapgtory Paper
distance, for public use over shall determine the need, if commitments. on Ad@nmnal
. .. . Commitments by
a public telecommunication any, for issuance of new India”
licences. The terms and )
conditions of the licence will
be as laid down by the
Designated Authority or
Government or the
prevailing laws in the
country.
transport network. There will be one operator The subject of
Wire based (i.e. for fixed other than Department of opening up of
network of subscribers) Telecommunications (DOTY national long-distance
Mahanagar Telephone Nigam service beyond service
Ltd. (MTNL) in each service area to competition
area for a period of 10 years will be reviewed in
from the grant of licence after the year 1999.

Also, the subject of
opening up of
international service
to competition will be

reviewed in the year
2004.

1 excluding broadcasting services and measures affecting such services. Broadcasting is defined as a form of the uni-directional
telecommunications intended for large number of users having appropriate receiving facilities and carried out by means of radio
or cable network. This may include sound transmission, television transmission or other types of transmission.
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distance service within the
licensed service area only.

Resale of voice telephone services
will not be permitted. However,
licensees can grant franchises on
commission basis for providing
public call offices (PCOs) service.

The detailed terms and conditions
for providing the service will be as
per licence conditions.

Unbound except as indicated in
the horizontal commitments.

(1) Unbound (1) Unbound
(¢) Circuit switched data
transmission services | (2) Unbound (2) Unbound
(3) Licensed voice telephone (3) Unbound
service operators will be
permitted for
transmission of
data on the PSTN? ne.ztwork in (4) Unbound except
its licensed service area. .
as indicated
(4) Unbound except as Eorizontal the
indicated in the horizontal
(CPC 7523**) commitments. commitments.
(f) Facsimile services (1) Unbound
(1) Unbound
(2) Unbound
(2) Unbound
(3) Licensed voice telephone
service operators will be (3) Unbound
permitted for transmission
of facsimile on the
PSTN network n its
licensed service area.
Franchisees of service
operators can provide
commercial
facsimile services.
(4) Unbound except as
indicated in the
horizontal

2 PSTN refers to Public Switched Voice Telephone Network which is operated by DoT/MTNL or licensed operator.
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(CPC 7521%%) (4) Unbound except as indicated in commitments.
the horizontal commitments.

(1) Unbound
2) Unbound (1) Unbound
(3) Licensed voice telephone (2) Unbound
service operators will be
permitted to provide leased
circuits to their customers, (8) Unbound
for their own use within their
licensed service area. Resale
of such leased circuits will not
be permitted.
(4) Unbound except as
indicated in the
horizontal commitments.
(g) Private Leased Circuit
Services (CPC 7522%*) (4) Unbound except as
(1) None indicated in the
horizontal
) (2) Unbound commitments.
Data and message transmis- (1) None
lflﬁn sgrv‘mes are the (3) Only through incorporation
otlowing: with a foreign equity ceiling | (2) Unbound
f 51 t.
(h) Electronic mail 0 percen (3) None
(CPC 7523*%)
(i) Voice mail
(CPC 7523*%)
(G) On-line information and
data base retrieval
(CPC 7523*¥)

() Enhanced/~value added
facsimile services,
including store and
forward, store and

retrieve (4) Unbound except as
(CPC 7523*%) indicated in
(n) On-line information the horizontal section. (4) Unbound except
and/or data processing (1) Unbound as indicated in
the horizontal
(2) Unbound* section.
(1) Unbound
(3) (1) Only through
representative offices (2) Unbound*
which will be allowed to
function as branches of (3) Subject to the
companies incorporated prescribed
authority having
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outside India. certified that the motion
(ii) Import of titles picture has:

restricted to 100 per year. a) won an award in any
of the international film
festivals notified by the
Ministry of Information &
Broadcasting, Government
of India; or

(b)  participated in any
of the official sections
of the notified
international film
festivals; or

() received good reviews
in prestigious film
journals notified by the
Ministry of Information &
Broadcasting, Government
of India.

3. CONSTRUCTION AND RELATED ENGINEERING SERVICES

(CPC 843%) 4) Unbound except as
D. Audiovisual Services indicated in the (4) Unbound except as
(a) Motion picture or video horizontal section. indicated in the
tape distribution services | (1) Unbound* horizontal section.
(CPC 96113) (1) Unbound*
B. Construction work for civil | (&) Unbound*
. «
crsiecring (3) Only through incorporation (2) Unbound
Roads & Bridges only: with a foreign equity ceiling (3) None
Construction of highways, of 51 percent.

streets, railways, runways,
bridges, tunnels, subways,
waterways, harbours, dams,
pipelines, communication lines,
power lines and construction
work of constructions for
mining and manufacturing not
elsewhere classified e.g.

power plants, iron foundries,
blast furnaces and coke

7. FINANCIAL SERVICES

The commitments in financial services are made in accordance with the General Agreement on Trade in
Services and the Annex on Financial Services. All the commitments are subject to entry requirements,
domestic laws, rules and regulations and the terms and conditions of the Reserve Bank of India, Securities and
Exchange Board of India and any other competent authority in India.

ovens. It excludes
construction work of
warehouses and industrial
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buildings, residential and
non-residential buildings.
(CPC Ex. 513)

(4) Unbound except as indicated
the horizontal section.

(1) Unbound except in the case of
insurance of freight, where there
is no requirement that goods in
transit to and from India should
be insured with Indian insurance
companies only. Insurance is
taken by the buyer or seller in
accordance with the terms of the
contract. This position will be
maintained. Once under a
contract the Indian importer or
exporter agrees to assume the
responsibility for insurance such
as in the case of f.0.b. contracts
for imports into India or c.i.f.
contracts for exports from India,
insurance has to be taken only
with an Indian insurance
company.

(2) Unbound

(3) Unbound
Unbound except as indicated in
the horizontal section.

(4) Unbound except as
indicated in the
horizontal section.

(1) Unbound

(2) Unbound

(3) Unbound

A Insurance and
Insurance-related

(4) Unbound except as indicated in
the horizontal section.
(1) Unbound

(2) Reinsurance can be taken with
foreign reinsurers to the extent
of the residual uncovered risk
after obligatory or statutory
placements domestically with
Indian insurance companies.

(3) Unbound

(4) Unbound except as
indicated in the
horizontal section.

(1) Unbound
(2) Unbound

(3) Unbound

services

(b) Non-life, limited to
insurance of freight
Ex. 5(a)i)(B)

(4) Unbound except as indicated in
the horizontal section.
(1) Unbound

(2) Reinsurance of domestic risks
can be placed with foreign
reinsurers through overseas
brokers, to the extent
mentioned under reinsurance
and retrocession.

(4) Unbound except as
indicated in the
horizontal section.

(1) Unbound

(2) Unbound

(3) Unbound
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(3) G  Overseas brokers are
allowed to have resident
representatives and
representative offices who
can procure reinsurance
business from Indian
insurance companies to the
extent mentioned above.
They can also place
reinsurance business from
abroad with Indian insurance
companies.

(i) Except for the business
indicated above, the resident
representatives and
representative offices cannot
undertake any other activity
in India.

(iii) All expenses of the resident
representatives and
representative offices have to
be met by remittances from
abroad and no income can
be received in India from
Indian residents.

B. Banking and other financial services (excluding insurance)

(C) Reinsurance and
retrocession 5(a)(ii)

(D) Insurance
intermediation, imited
to reinsurance
Ex. 5(a)(ii)

(a) Acceptance of deposits
and other repayable
funds from the public
5(a)(v)

(b) Lending of all types,
including consumer
credit, mortgage credit
and financing of
commercial transactions
but excluding factoring
Ex. 5(a)(vi)

(d) Payment and money
transmission services
including credit, charge
and debit cards,
travellers cheques and

(4) Unbound except as indicated
in the horizontal section.
(1) Unbound

(2) Unbound

(3) () Only through branch
operations of a foreign

bank licensed and
supervised as
a bank in its

home country.

(i) Grant of licence as
permissible

under

existing laws.

(iii) A limit of twelve
licences per year both
for new entrants and
existing banks.

(4)Unbound except as
indicated in the
horizontal section.

(1) Unbound

(2) Unbound

(3)(i) Foreign banks are
required to
constitute Local
Advisory Boards
consisting inter alia
of professionals and
persons having
expertise in areas
such as small-scale
industry and exports.
The Chairman and
members of the
Local Advisory Board
must be resident
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bankers’ drafts (iv) Banks are allowed to Indian nationals _
5(a)viii install ATMs at branches except .fOI" the Chief
and at other places Executive Officer who
(¢) Guarantees and identified by them. may be a foreign
commitments Installation of ATM at a place nat1qnal. The
5(a)ix) other than in licensed app(?mtment of
(f) Trading for own account of: branches is treated as a new Chairman and
place of business and requires members of the
* money market instruments alicence. Licences issued for Board requires
o foreign exchange ATMs installed by foreign Regerve Bank of
o transferable securities banks will not be included in India approval.
Ex. 5(a)(x)(A)B)E) the ceiling of twelve licences
) ; referred to in item (iii) above | (ii) Public sector
(@) POthOl_lO management, . (v) Investments in other financial enterprises can invest
custodial and trust services services companies by surplus funds in term
branches of foreign banks deposits only with
licensed to do banking scheduled commercial
business in India individually banks incorporated in
not to exceed 10 percent of
owned funds or 30 percent of
the invested company’s capital
whichever is lower.
(vi) Licences for new foreign
banks may be denied when
the maximum share of assets
in India both on and off
balance sheet of foreign banks
to total assets both on and off
balance sheet of the banking
system exceeds 15 percent.
(vii) Foreign banks are subject to
non-discriminatory resource
Ex. 5(a)(xiii) allocation requirements. India.
(§) Clearing services for other (4) Unbound ndicated (4) Unbound except as
banks for cheques, drafts —nboun ?xcept as In cate indicated in th
d other inst t in the horizontal section. Indicated 1n the
%n ;(a)?r'u’;s Tuments horizontal section.
X. xiv
(1) Unbound (1)Unbound
(g) Participation inissues ofall | (2) Unbound () Unbound
) ](;) Allowgd for foreign bank (3)Unbound except for
ranches licensed to do " .
banking business in gntltles estabhshed
Tndia. in accordance with
the limitations
(i) Allowed for foreign specified in the
financial services market access
companies  (including banks) colurmn.
kinds of securities, through incorporation with | (4) Unbound except as
including underwriting foreign equity not indicated in the
and placement as agent exceeding 51 percent. horizontal section.
(whether publicly or (4) Unbound except as
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indicated in the
horizontal section.

(1) Unbound
(1) Unbound
(2) Unbound
(2) Unbound
(3) Unbound except for
(3) Through establishment of entities established in
locally incorporated joint accordance with the
venture company with foreign limitations specified in
equity not exceeding 49
percent. The foreign equity
privately) and provision of participation will be limited the market access
services related to such to recognised foreign stock column.
issues 5(a)(xi) broking companies. (4) Unbound except as
(h) Stock broking (4) Unbound except as indicated in the
Ex. 5(a)x)(E) indicated in the horizontal
horizontal section. section.
(1) Unbound
(k) Financial consultancy (1)Unbound
services, i.e. fjlnanc1al. (2) Unbound (2) Unbound
advisory services provided
by financial advisers, e“cc. 3) @ Allowed f01." foreign (3)Unbound except for
to customers on financial bank branches licensed to do " .
. . . . entities established
banking business in India. . .
in accordance with
(i) Allowed for foreign the limitations
financial services companies
(including banks) through
matters, investment incorporation with foreign specified in the
and portfolio research equity not exceeding 51 market access column,
and advice, advice on percent.
acquisitions and on (4) Unbound except as
(4) Unbound except as indicated indicated in the
in the horizontal section. horizontal section.
(1) Unbound (1) Unbound
(2) Unbound (2) Unbound
(3) Allowed for foreign financial | (3) Unbound except for
services companies (including entities established in
banks) through incorporation accordance with the
corporate restructuring with foreign equity not limitations
and strategy exceeding 51 percent. specified in the
market access
(4) Unbound except as column.
mleated in the horizontal (4)Unbound except as
section. . .
(1) Unbound indicated in the
nboun horizontal section.
(2) Unbound (1) Unbound
(2)Unbound
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(3) Allowed for foreign financial

(3) Unbound except for

(4) Unbound except as indicated
in the horizontal section.
(1) Unbound

(2) Unbound

(3) @  Allowed for foreign
financial services companies

services companies (including entities established
in accordance with
Ex. 5(a)(xvi) banks) through incorporation the limitations
(O) Other with foreign equity not specified in the
exceeding 51 percent. market access column.

(4) Unbound except as
indicated in the
horizontal section.

(1) Unbound

(2) Unbound

(3) Unbound except for

(4) Unbound except as indicated

(including banks) through entities established in
incorporation with foreign a}ccc')rd&'mce Wlt}.l the'
. . limitations specified in
equity not exceeding 51
8. HEALTH RELATED AND SOCIAL SERVICES
percent. the market access
Factoring (i) Funding has tobe column.
entirely out of equity.

(4) Unbound except as

(¢) Financial leasing
5(a)(vii

percent.

(4) Unbound except as

in the horizontal section. indicated in the
(1) Unbound* horizontal section.
) Unbound (1) Unbound*
(3) Only through incorporation @) Unbound
9. TOURISM AND TRAVEL RELATED SERVICES
Ex. 5(a)(vi) with a foreign ceiling of 51 (3) None

(CPC 747)

indicated in the (4) Unbound except as
horizontal section. indicated in the
(1) Unbound* horizontal section.
(1) Unbound*
(2) Unbound
(2) Unbound
(3) Only through incorporation
(0) Other with a foreign equity ceiling
Venture capital of 51 percent. (3) None
i i . .
A _p—%éosclgaglsle;mces (4) Unbound except as indicated
(a) Hotels and other lodging M %1 t]c})loe hgnzontal section. (4) Unbound except as
services @ Unboun d indicated in the
(CPC Ex.641) moun horizontal section.
® gi‘;iﬁ%:ﬁ;d Tour (3) Only through incorporation (1) Unbound
D . : o
with a foreign equity ceiling (2) Unbound

ol 51 percent.

ound except as mn
in the horizontal section.
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Explanatory Paper on Additional Commitments in Telecommunication Services
Scope

The following are definitions and principles on the regulatory framework for the basic telecommunications services.

Definitions
Users mean service consumers and service suppliers.
Essential facilities mean facilities of a public telecommunications transport network or service that
(@) are exclusively or predominantly provided by a single or limited number of suppliers; and
(b) cannot feasibly be economically or technically substituted in order to provide a service.

A major supplier is a supplier which has the ability to materially affect the terms of participation (having regard
to price and supply) in the relevant market for basic telecommunications services as a result of:

(a) control over essential facilities; or
(b) use of its position in the market.

1. Competitive safeguards

Appropriate measures shall be maintained for the purpose of preventing service suppliers from engaging in or
continuing in anti-competitive practices of the following type:

(a) using information obtained from competitors with anti-competitive results; and
(b) not making available to other services suppliers on a timely basis technical information about essential facilities
and commercially relevant information which are necessary for them to provide services.

2 Interconnection

2.1 This section applies to linking with suppliers providing public telecommunications transport network or services
in order to allow the users of one supplier to communicate with users of another supplier and to access services
provided by another supplier, where specific commitments are undertaken.

22 Interconnection to be ensured

Interconnection with a major supplier will be ensured at any specified feasible point in the network as indicated
in the licence. Such interconnection is provided:

(a) of a quality no less favourable than that provided for its own like services or for like services of non-affiliated
service suppliers or for its subsidiaries or other affiliates;

(b) upon request, at points in addition to the network termination points offered to the majority of users as
perlicence conditions, subject to mutually agreed charges.

23 Public availability of the procedures for interconnection negotiations

The procedures applicable for interconnection to a major supplier will be made publicly available.

24 Transparency of interconnection arrangements

It will be ensured that a major supplier will make publicly available either its interconnection agreements, or a
reference interconnection offer.
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25 Interconnection: dispute settlement

A service supplier requesting interconnection with a major supplier will have recourse, either:

(a) at any time or
(b) after a reasonable period of time which has been made publicly known
to a domestic regulatory authority to resolve disputes regarding appropriate terms, conditions and rates for
interconnection within reasonable period of time, to the extent that these have not been established
previously.

3. Universal service

India retains the right to define the kind of universal service obligation it wishes to maintain. Such obligations
are not regarded as anti-competitive per se, since they would be administered in a transparent and non-discriminatory
manner.

4. Public availability of licensing criteria

Where a licence is required, the following will be made publicly available:
(a) All the licensing criteria and
(b) the terms and conditions of individual licences.

5 Regulatory Authority
The decisions of and the procedures used by the regulatory authority shall be impartial with respect to all market
participants.

6. Allocation and use of scarce resources

Any procedures for the allocation and use of scarce resources, including frequencies, numbers and rights of way,
will be carried out in an objective and timely manner.
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INDIA - FINAL LIST OF ARTICLE II (MFN) EXEMPTIONS

Sector or Description of measure Countries to Intended | Conditions creat-
Subsector indicating its which the meas- duration | ing the need for
inconsistency with ure applies the exemption
Article IT
SHIPPING
(a) Cargo sharing | Equality in freight liftings Bulgaria, Pakistan Indefinite | In the context of
between originating in the ports of and the United overall trade
bilateral partners to the agreement Arab Republic relations.
partners and gquality in freight
earnings.
(b) Cargo Cargo reservation under the All countries Indefinite | To fulfil
Reservations | UN Code of Conduct for Liner obligations under
Conferences. Sharing of cargo the convention.
between the national lines of
contracting states and
third-country lines in the ratio
of 40:40:20 as provided in the
Liner Code.
RECREATIONAL | Waiver on the prohibition of Bhutan Indefinite | Itis part of a
SERVICES sale of lottery tickets in comprehensive
India. bilateral
agreement
between India
and Bhutan.
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Sector or Description of measure Countries to Intended | Conditions
Subsector indicating its which the duration | creating the need

inconsistency with measure applies for the exemption

Article IT
2.C.Telecommun- | Measures including the Countries covered | Indefinite | On account of bilateral
ication services - | application of different by International agreements between
International accounting rates for Telecommunication Videsh Sanchar Nigam
service different operators/ Services Limited and various

countries covered by Agreements foreign operators dealing

International between Videsh with various aspects of

Telecommunication Sanchar Nigam cooperation.

Services Agreements Limited and

between Videsh Sanchar foreign operators.

Nigam Limited and various

foreign operators.
2.C.Telecommun- | Measures including the Neighbouring Indefinite | On account of bilateral
ication services - | application of different countries agreements with govern-
International accounting rates for (Pakistan, ments of neighbouring
service different neighbouring Bangladesh, Nepal countries.

countries covered by and Bhutan).

Telecommunication

Agreements entered into

by the Government of

India with governments of

neighbouring countries.
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PAKISTAN : SCHEDULE OF SPECIFIC COMMITMENTS
Modes of supply:1) Cross-border supply 2) Consumption abroad 3) Commercial presence 4) Presence of natural persons

Additional
Commitments

Limitations on National
Treatment

Sector or subsector Limitations on Market Access

LHORIZONTAL COMMITMENTS

ALL SECTORS (1) Unbound
INCLUDED IN THIS
SCHEDULE

(1) Unbound

(2) Unbound

(3) Acquisition of real
estate by non-
Pakistani entities

(2) Unbound

(3) (i) Except in the case of

representative offices where
specifically provided for in this
Schedule, commitments under
‘commercial presence’ are subject
to incorporation in Pakistan with
maximum foreign equity
participation of fifty one percent

and/or persons are
subject to authorisa-
tion on a case-by-
case basis keeping
into account the
purpose and location
of the undertaking

unless a different percentage is
inscribed against a particular
sector or subsector

(i) All expenses of
representative offices where
specifically provided for in this
Schedule, shall be met by
remittances from abroad. Such
offices shall restrict their
activities to the undertaking of
liaison work or of representing
the interest of the parent
company abroad.

(4) Unbound, except for measures
concerning the entry or
temporary stay of natural
persons up to a maximum of fifty
percent in superior categories
(namely, Executives and
Specialists) in an undertaking,
These natural persons shall have
been employed by juridical
persons of another Member for a
period of not less than one year
prior to the date of application
for entry into Pakistan, and shall
be transferred to render services
to the juridical person in
Pakistan.

(i) Executives are:
persons within an organisation
who primarily direct the
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management of the

organisation or establish goals

and policies for the
organisation or a major

component or function of the

organisation, exercise wide
latitude in decision-making,
and receive only general
supervision or direction from

higher level executives, or the

Board of Directors.

(ii) Specialists are:
persons within the
organisation who possess
knowledge at an advanced
level of expertise and who

possess proprietary knowledge

of the organisation’s product,
service, research equipment,

II. SECTOR-SPECIFIC COMMITMENTS

1. BUSINESS SERVICES

(i) Subject to partnership

(O) Other Business techniques and (1) Unbound
Services management,
(f), (g) Services incidental to (1) Unbound (2) Unbound*
agriculture and
forestry (2) Unbound* (3) None
(excluding fishing
and hunting) (3) None @) Unbound except as
(CPC No. 881+882) indicated under
(4) Unbound except as horizontal measures.
. indicated under horizontal
(h) Services incidental measures. (1) Unbound
to mining (1) Unbound (2) Unbound*
(3) None @ .Un].oound except as
(4) Unbound except as mdpated under
horizontal measures.
(e) Engineering services for indicated under horizontal (1) Unbound
building infrastructures: measures.
harbours, darps, hydal (1) Unbound (2) Unbound*
power, and airports,only 2) Unbound*
(CPC No. 8672) 3) () Maximum of40 percent (3) None
foreign shareholding in
engineering constancy (4) Unbound
companies;

* Unbound due to lack of technical feasibility.
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and/or joint venture with
Pakistani engineers or

Ullgll).llﬁbl IIg COLLIPAales,

(f) Integrated engineering (4) Unbound except as indicated (1) Unbound
services under horizontal measures.
(CPC No. 86730) (1) Unbound (%) Unbound®
(2) Unbound*
(3) 1) Maximum of 40 percent (3) None
foreign equity shareholding
in engineering consultancy (4) Unbound except as
companies. indicated under
(ii) Subject to partnership horizontal measures.
and/or joint venture with
Pakistani engineers or
engineering companies.
(4) Unbound except as indicated (1) Unbound
®) _p_gorln tu:ciersand' under horizontal measures.
elated Services
(1) Unbound (2) Unbound*
(2) Unbound*
(3) I) Maximum of 40 percent (8) None
foreign equity shareholding
in engineering consultancy (4) Unbound except as
companies. indicated under
ii) Subject to partnership horizontal
and/or joint venture with measures.
Pakistani engineers or
engineering companies.
(a) Constancy services (4) Unbound except as indicated (1) Unbound
related to the under horizontal measures.
installation of (1) Unbound (2) Unbound
computer hardware @) Unbound*
(CPC No. 841) (3) (i) Maximum of 40 percent (3) None
foreign equity shareholding
in engineering consultancy (4) Unbound except as
companies. indicated under
(ii) Subject to partnership horizontal
and/or joint venture with measures.
Pakistani engineers or
(b) Software engineering companies. (1) Unbound
impl'ementation (4) Unbound except as indicated
(S(ejrlzlccelz\sl : under horizontal measures. (2) None
0. 842
(1) Unbound (3) None

(4) Unbound except as
indicated under
horizontal

measures.
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(c) Data processing (2) None (1) Unbound
services (3) None
(CPC No. 843) (4) Unbound except as (2) None
indicated under horizontal
measures. (3) None
(1) Unbound
(4) Unbound except as
(2) None indicated under
horizontal measures.
(d) Data base services (3) None (1) Unbound
(CPC No. 844)
(4) Unbound except as (2) None
indicated under
horizontal measures. (3) None
(1) Unbound
(4) Unbound except as
(2) None indicated under
horizontal measures.
(F) Other Business (3) None (1) Unbound *
Services (2) None
(4) Unbound except as (3) None
(e) Technical testing and indicated under (4) Unbound except as
analysis services horizontal measures. mdl.cated under
(CPC No. 8676) (1) Unbound * horizontal measures.
(2) None
2. COMMUNICATION SERVICES

under the law.

General conditions of this schedule: This offer is subject to following general conditions:

*  Policy, regulatory and operation functions are separate and compliance is necessary.
*  All services to be provided in Pakistan shall require a licence from the Regulatory authority established

*  Operators and Service providers may be granted licence in accordance with the local legislation.

¢ The number of operators, service providers and licensees may be limited due to technical constraints.
*  The confidentiality of International Total Accounting Rate (TAR) shall be maintained.
*  The bilateral agreements on accounting rates shall be in accordance with ITU guidelines.
*  Up to 100% foreign investment on licensed services may be permitted

*  This schedule on basic telecommunications does not include any broadcasting services!.

*Unbound due tolack of technical feasibility.

1 Broadcasting service is defined as a radio-communication service in which the transmissions are intended for direct reception by
the general public. This service may include sound transmission, television transmissions or other types of transmission. In

Pakisthan Telecom Law, like many other countries, broadcasting is not part of basic telecommunication services.
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C. Telecommunications Service

Local, domestic long

Until 2003, no bypass? of

About 12 percent stake of

basic telephony services
under the law in favour
of PTCL. This exclusivity
shall expire by the year
2003.

(2) None as of 1.1.2004.

Alternative practices
such as call back are not
allowed. Country direct
card service can only be
permitted by mutual
agreement with the
licensed operator.

distance and international | PTCL network and PTCL the Pakistan Telecommuni-
services, for public: shall have exclusivity. cation Corporation (PTC),
the sole operator for all
basic Telecommunication
None as of 1.1.2004. services was sold to the
national and international
buyers in 1994-95 through
two different offers of PTC
vouchers in national and
international financial
markets.
(a) Voice telephone (3) None (1) Unbound The offers were many
services times over subscribed.
(4) Unbound except as (2) None The Corporation has
indicated under been, inter alia,
horizontal measure. (3) None converted into a limited
(1) All telecommunication g:;zg namely
services shall be provided @) Unbognd except Telecommunication
by licensed operators as indicated Company Ltd (PTCL)
subject to the exclusivity “nd,er 'thp ﬁy t £
eriod of 7 years for horizontal Wi greet o
p y Section. 1 January, 1996 through

the promulgation of a
law.

Bounds with US$ 150
million have been floated
with an option to convert
them into PTCL shares.

2 The GMPCS/Satellite operators shall be reputed to pass traffic via Pakistan PSTN through transit and Gateway exchanges,
especially in case of overseas communication from Pakistan. Any operation contrary to this shall be termed as “bypass.”
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(b) Packet-switched
data, Email,
Internet and
Intranet
services

(3) Unbound

(4) Unbound except as
indicated in horizontal
section.

(1) Until 2003, except for
domestic VSAT, only
through network facilities
of PTCL. The regulatory
authority to grant licences
and authorisations to
private companies for
operation of data, E-mail,
Internet and Intranet
services in addition to the
licences already granted.

(2) None

(3) Subject to technical
constraints, the regulatory

(1) Unbound

(2) None

(3) None except for

technical constraints.

Privatisation of PTCL is
on the anvil. The
management of the
Company shall be
transferred to the
selected strategic
operator. Exclusive licence
for operation of basic
telephony services for a
period of 7 years granted
to the PTCL.

The Pakistan
Telecommunications (Re-
organisation) Law has
been passed as an Act of
Parliament in October
1996. An independent
Regulatory Authority and
a Frequency Allocation
Board have been
established. Chairman,
members and other

gghszgogsiﬁsﬁemes essgntial staff of th_ese

private companies for bodies are alread){ in

operation of domestic (4) Unbound except as place. The Authority and

VSAT, data, E-mail, indicated in Board are already

Internet & Intranet horizontal section. functl.onal. To support
effective regulation and
spectrum management,
GOP is undertaking of
PTA & FAB.

(¢) Circuit-switched services in addition to the | (1) Unbound Privatisation of PTCL is
data transmission licences already granted. on the anvil. The
services management of the

(4) Unbound except as Company shall be
indicated in horizontal transferred to the
section. selected strategic

(1) Until 2003, except for operator. Exclusive
domestic VSAT, only 11cepce for operat1or} of
through network facilities basic telephony Services
of PTCL. The regulatory for a period of 7 years
authority to grant licences granted to the PTCL.
and authorisations to .
private companies for (2) None The Paklstan. )
operation of data, E-mail, Telecqnnr}mucatlons (Re-
Internet and Intranet (3) None except for organisation) Law has
services in addition to the technical constraints. b;een }iassed as ag AC{)

: of Parliament in October
licences already granted. 1996. An independent

(2) None Regulatory Authority

and a Frequency
Allocation Board have
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(3) Subject to technical

constraints, the regulatory

been established. Chairman,
members and other essential
staff of these bodies are

authority to grant licences already in place. The
and authorisations to Authority and Board are
private companies for (4) Unbound except already functional. To support
operation of domestic as indicated effective regulation and
VSAT, data, E-mail, indicated horizontal | spectrum management, GOP
Internet & Intranet section. is undertaking of PTA &
FAB.
(0) VSAT for services in addition to (1) None The Pakistan
domestic data the licences already Telecommunication
services granted. Authority established under
the law as an independent
(4) Unbound except as body is responsible to:
indicated in horizontal
section. * Regulate
telecommunication
(1) The regulatory authority services;
to grant licences and * Grant and renew
authorisations to private (2) None licences;
companies for operation * Promote and protect
of VSAT for domestic (3) None the interests of
data, E-mail, Internet CONSUMETS;
and Intranet services in (4) Unbound except * Promote efficient, cost
addition to the licences as indicated in effective and
already granted horizontal section. competitive services;
* (Carry out inspections;
and
* Regulate tariffs.
(d) Telex services (1) None
(2) None
(2) None
(3) None
(3) None
(4) Unbound except as
indicated in horizontal (4) Unbound except as
section. indicated in
(1) None horizontal section.
(e) Telegraph (1) None * Prescribe standards
services (2) None ¢ Determine terms of
interconnection
(3) None agreements.
* Investigate and adjudicate
(4) Unbound except as on complaints.
indicated in horizontal * Enforcement on valuation
section. (2) None * International traffic and
(1) The regulatory authority &N accounting sgttlements.
shall grant licences and one * Issug regulat.lonS..
authorisations to private & Unbound excent * Receive appllcat19ns for
companies for operation . oxeept as frequency allocation.
of Telegraph services mdl'cated me
horizontal section.
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telemedicine services,

(f) Facsimile using PTCL infrastructure | (1) None
services until 2003.

(2) None (2) None

(3) None (3) None

(4) Unbound except as (4) Unbound except as
indicated in horizontal indicated in
section. horizontal section.

(g) Private leased (1) None (1) None The frequency allocation
circuit services Board established under

(2) None the law is responsible to

allocate and assign

(3) None frequency spectrum for

telecommunication,

(4) Unbound except as broadcasting public and
indicated in horizontal private wireless services
section. and classify radio

(1) Pakistan Telecommunica- teleopmmumcatlon
tion Company Limited (2) None services.
except for domestic VSAT, (3) None .
is the exclusive service APPe?ls against the
provider for seven years. dec1s1ogs of the .
This exclusivity shall Authopty may be filed in
expire by the year 2003. the High Court.

None as of 1.1.2004. Follow.ing services have
been licensed to the
private operators and

% II\’I;lI{lthan Telecommunica- | 4) Unbound except as further licensing could be

indicated in horizontal | possible:
section. ¢ Cellular Mobile
telephone services.
* Card pay phones
(i) Video tion Company Limited (1) None services
conferencing except for Domestic * Paging
‘rele-medicipe and VSAT, is thg exclusive ¢ Data network operation
tele-gducatlon service prov1der_ for * Voice Mail Service
termmal end seven years. This ‘ o Audio Tex Service
services exclusivity shall expire ¢ Trunk Radio service
by the year 2003. (?) * Electronic Mail and

“) Unbound except as internet services
indicated in horizontal o Use of domestic
section. (?) satellites for provision

. (2) None X

(1) The regulatory authority of telecom services
shall grant licences and * Manufacture of telex,
authorisations to private | (3) None fax, all PABXs/Digital
companies for operation exchanges and modems
of video-conferencing, @ .Un})ound.except as * manufacture of Fibre/
tele-education and md1'ca‘oed mo Optic/copper cables

horizontal section.

¢ manufacture of
telephone sets, terminal
equipment answering
machine etc.
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(0) Trunked radio using PTCL network until (1) None Regulatory Authority shall
service seven years. grant licences on competitive
basis as per telecom law and

(2) None regulations.

(3) None Regulatory Authority may

grant licences for satellite

(4) Unbound except as indicated based services on following
in horizontal section. conditions:

(1) The regulatory authority to (2) None () Frequency clearance by
grant licences and authorisa- Boald' )
tions to private companies (3) None (b)  Security and sovereignty
for operation of Trunked regu‘latlgr‘ls
Radio service in addition to (4) Unbound exceptas | (¢} Availability of ITUT/R
the licences already granted indicated in standards\

horizontal section. | (d) Resolution of cross-
border communication
issues; and
(e) Resolution of Customs
procedures
(k) Satellite based using PTCL network until (1) None
telephony 2003.
services, (2) None
including value | (2) None
added services (3) None except for
operating over | (3) None technical, sover-
satellite eignty, security

(4) Unbound except as indicated constraints and
in horizontal section. safeguarding

(1) Maintaining PTCL exclusivity | 1O PyPass
for seven years on basic and
international telephony ) Un.bou.nd exgept

as indicated in
horizontal
section.
(e). Online services and safeguarding (1) None
Information PSTN bypass licences shall (2) Unbound
and database be granted (3) None
retrieval (2) None
(CPC 7523)
(3) None
(4) Unbound except
(4) Unbound except as indicated as indicated
under horizontal
measures.
(n) On-line in horizontal section. (1) Unbound
information (1) None (2) Unbound
and/or data () Unbound (3) None
processing (4) Unbound except as
(CPC No. indicated under
843) horizontal measures.
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(3) a Asin measures applica-
ble to all sectors
b) Subject to use of
Pakistan Telecommunication
Corporation network

(4) Unbound except as indi-

7. FINANCIAL SERVICES

Pakistan undertakes the Commitments on Financial Services in terms of the provisions of Part III of the Agreement.
These commitments are based on the understanding outlined in Article XIX of the Agreement, and are subject to
the availability of similar commitments from large number of countries of significance to Pakistan. For these reasons,
Pakistan does not consider itself to be prevented from adopting or enforcing non-discriminatory measures aiming
at protecting the soundness and integrity of banking and insurance industry.

A All Insurance and insurance-related

(4) Unbound except as
indicated under horizontal
measures.

(1) Unbound

services:
Insurance: cated under horizontal (1) Unbound
measures.
(a) Life (1) None (2) Unbound
(2) Unbound (3) Unbound
(3) a) As in measures
applicable to all sectors. (4) Unbound except as
(b) Subject to use of indicated under
Pakistan Telecommunica- horizontal
tion Corporation network. measures.
(4) Unbound except as
indicated under
horizontal measures.
(1) Unbound
(2) Unbound
(3) (@ Bound for the existing
foreign insurance service
providers as to their scope
of operations and equity
(b) Non-life structure. (1) Unbound
(b) Maximum of 25
percent of foreign (2) Unbound
shareholding in existing (3) Unbound
life insurance companies.
(c) Foreign equity innew | (4) Unbound except as
life insurance companies indicated under
permitted up to 51 percent horizontal
measures.
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C Reinsurance and
retrocession
(CPC 81299)

(2) Unbound

(3) Bound for the existing foreign
insurance services providers as
to their scope of operations and

(1) Unbound

(2) Unbound
(3) Unbound

(4) Unbound except as

(a) Acceptance of
deposits and other
repayable funds
from the public in
Pakistan

under horizontal measures.
The commitments in Financial
Services are given to the nationals
and financial institutions of the
Members whose laws and policies do
not bar the provision of similar
commitments to the Pakistani
nationals and financial institutions.

(1) Unbound

(2) Unbound

(3) (i) Bound for the volume of
deposits and other repayable
funds mobilised by foreign
banks in Pakistan as at the
time of conclusion of the
Negotiations on
12 December 1997.

(ii) Foreign banks (other than
those already operating their
branches in Pakistan as on
12 December 1997) permitted to
accept deposits and other
repayable funds from public by
setting up locally incorporated
limited companies with foreign
equity ownership up to 49
percent. Licence to undertake
commercial banking business
required from the Central
Bank. The Licence to foreign
banks will be issued on the

indicated under
horizontal
measures.

B. Banking and Other equity structure. Provision of all banking
—Fmanqal SEIVICES (4) Unbound except as indicated and 'ﬁnanc1al SCTVICES 1
(excluding . Pakistan are subject to
. under horizontal measures. .
insurance) (1) None the injunctions regard-

ing Islamic banking as
() Unbound pronounced by the
competent courts in
(3) Unbound Pakistan.
Banking (4) Unbound except as indicated

%29 ¥ CUTS
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basis of same eligibility criteria as
applicable to domestic commercial
banks. The minimum paid-up
capital required undertaking
banking business by foreign banks
should not be more than what is
required by the domestic
commercial banks, i.e. US$11.5 mn.

(i) Bound for the number of
branches of foreign banks
operating in Pakistan as at the
conclusion of the Negotiation on
12 December 1997. Change in the
controlling shareholders of the
foreign banks operating their
branches in Pakistan may require
new licence. Other foreign banks
will be allowed up to three
branches at the place of their
choice. ATM’s installed at the
branch premises not treated as a
separate branch.

(iv) Prior permission in writing of
the Central Bank is required by
any person for holding beneficial

(b) Lending of all types
including consumer
credit, mortgage,
factoring, credit and
financing commercial
transaction

ownership of 5 percent or more
of the paid-up capital of any
bank/financial institution.

(v) Representation of foreign
nationals on the Board of
Directors allowed in proportion to
their share holding.

(4) Unbound
(1) Unbound

(2) Unbound

(3) i. Bound for the total volume of
foreign bank assists in Pakistan at
the time of the conclusion of the
Negotiations on 12 December
1997.

Investments in shares of existing
domestic banks permitted to
foreign national/foreign financial
institutions for trading purposes.
Acquisition of management control
of existing public sector banks
considered on case by case basis
under specific Sale-Purchase

(1) Unbound
(2) Unbound

(3) Lending by banks to
companies controlled
by non-residents is
subject to the
borrowing
entitlements of the
foreign companies
as determined by
foreign exchange
rules applicable from
time to time.

(4) Unbound except as
indicated under
horizontal

measures.
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(4) Unbound except as indicated

(d) All payment and Agreements to be approved by | (1) Unbound
money transmission the Central Bank.
:emcltlas m}clludmg q (4) Unbound except ass indicated (2) Unbound
raveller cheques an der horizontal '
banker's draft (but Hneel HOTIZONET Eastires. (3) Unbound
excluding credit, Employment of forel'gn nationals
charge and debit n bfink.S and ﬁnanmal
cards) nstitutions operating in
Pakistan require prior clearance
of the Central Bank.
(1) Unbound
2) Unbound (4) Unbound except as
. indicated under
(3) Foreign banks branches horizontal measures.
(e) Guarantees and operating in Pakistan at the (1) Unbound
commitments conclusion of the Negotiation
on 12 December 1997 and (2) Unbound
banks incorporated in Pakistan
permitted to undertake all (3) Unbound
paymer}t a}nd money (4) Unbound except as
transmission services. -
indicated under

horizontal measures.

under horizontal measures.
(1) Unbound
(f) Trading, for own (2) Unbound (1) Unbound
account only of:
(3) Guarantees and commitments (2) Unbound
- money market in foreign currency and those
struments; undertaken in favour or on (3) Unbound
behalf of non-resident to be (4) Unbound except as
- foreign governed by foreign exchange indicated under
exchange; laws. horizontal measures.
(4) Unbound except as indicated
- transferable under horizontal measures.
securities;
(1) Unbound
- Other negotiable
instruments. (2) Unbound
(3) () The issue, sale and pur-
chase of foreign currency and
traveller cheques are allowed
to commercial banks licensed
as Authorised Dealer.
(i) Foreign banks allowed to
set up joint ventures with local
persons with equity participa-
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tion up to 50 percent after
obtaining Licence from the State
Bank to undertake the sale and
purchase of foreign currency and
traveller cheques.

(iii) Transmission of permissible
funds including foreign currency

required to be members of the

(g) Participation in issues can be effected only through (1) Unbound
of all kinds of authorised banking channels.
securities including (2) Unbound
only public (iv) Commercial banks incorpo-
underwriting and rated in Pakistan and the (3) Unbound
placement as agent branches of foreign banks in (4) Unbound ;
and provision of operation as on 12 Decem- nbound except as
services related to ber 1997 allowed to operate in md1.cated under
such issues call money market. horizontal
measures.
(4) Unbound except as indicated
under horizontal measures.
(1) Unbound
(2) Unbound
(3) Branches of foreign banks in
operation as on 12 Decem-
ber 1997 and banks (including
investment banks) incorporated
in Pakistan permitted to
arrange and participate in any
public issue and underwriting
of securities up to 30 percent
of the total paid-up capital of
the issuer or 30 percent of
their respective paid-up capital
() Settlement and whichever is less. All invest- (1) Unbound
clearing services for ments in shares made as a
negotiable consequence of underwriting (2) Unbound
instruments commitments must be reported
(cheques, bills and forthwith to the Central Bank, (3) Unbound
promissory notes and is required to be
only) disinvested within 30 days of @ Eﬁ?ﬁﬁgﬁ? as
the investments as approved by horizontal
the Central Bank. -
(4) Unbound except as indicated
under horizontal measures.
(c) Financial Leasing (1) Unbound (1) Unbound
(2) Unbound (2) Unbound
(3) All commercial banks are (3) Unbound
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clearing system operated/
approved by Central Bank to
effect interbank settlements.

(4) Unbound except as indicated
under horizontal measures.

(1) Unbound

(2) Unbound

(3) Foreign leasing companies will
be permitted to set up subsidi-
ary leasing companies in Paki-
stan with shareholding not

(4) Unbound except as
indicated under
horizontal

measures.

(i) Asset Management:
the following only:

(a) Cash or portfolio
management;

(b) All forms of
collective investment
management; and

(c) Custodial and
depository services.

1+ =1 4+ £41
CXCCCUIlly 91 PEITCIIL U1 UIC

total capital to undertake
operational leasing including
cross-border leasing. Resource
mobilisation from the domestic
market to be governed by the
same rules and regulations as
applicable to domestic mobilisa-
tion of resources.

(4) Unbound except as indicated
under horizontal measures.

(1) Unbound
(2) Unbound

(3) (i) Entities licensed by the
Central Bank and banks
incorporated in Pakistan can
undertake portfolio
management services through
their locally incorporated

(1) Unbound
(2) Unbound

(3) Unbound

(4) Unbound except as
indicated under
horizontal measures.

(k). Financial and invest-
ment advisory services

subsidiaries set up for the
purpose with shareholding in
such subsidiaries up to 51
percent.

(il) Management of foreign
currency assets will be
governed by the foreign
exchange regulations applicable
from time to time.

(4) Unbound except as indicated
under horizontal measures.

(1) Unbound
(2) Unbound
(3) Banks incorporated in Pakistan

will be permitted to undertake
financial and advisory services

(1) Unbound
(2) Unbound

(3) Unbound

(4) Unbound except as
indicated under
horizontal

measures.

4] b aihaidiges 1o
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(e). Provision and transfer of
financial information and
financial data

set up for this purpose with
shareholding up to 100
percent, provided that
transactions undertaken/
services provided by such
subsidiaries do not create any
financial obligations whether
contingent or otherwise on
the balance sheet of the
holding company or otherwise.

(4) Unbound

(1) Unbound
(2) Unbound

(3) Unbound

(4) Unbound except as
indicated under
horizontal

measures.

8. HEALTH AND RELATED SOCIAL SERVICES

A. Hospital services
(CPC No. 9311)

(1) Unbound, except for the
provision of publicly available
data and financial information
on corporate entities by
institutional providers having
commercial presence in
Pakistan.

(2) Unbound

(3) Unbound
(4) Unbound except as indicated

(1) Unbound
(2) None

(3) None

(4) Unbound except as
indicated under
horizontal

measures.

9. TOURISM AND TRAVEL RELATED SERVICES

A ?Obflfliind restzjtur?nts under horizontal measures. (1) Unbound”
including catering . (2) Unbound
(CPC No. 614-643) (1) Unbound (3) None
(2) None 4) Un!oound except as
indicated under
horizontal
measures.
B. Travel agencies and tour | (3) a) Asin measures applica- | (1) Unbound
operator services ble to all sectors (2) Unbound
(CPC No. 7471) b) Subject to Pakistan (3) None
Medical and Dental Council (4) Unbound except as
Regulations indicated under
horizontal
measures.

* Unbound due to lack of technical feasibility.
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(Reference Paper relating to Telecomunication Services

1. Transparency of Regulations

11 Laws and regulations pertaining to provisions of basic telecom services shall be published.

12 Advanced public notices and a fair opportunity will be provided for interested parties to comment on proposed
measures affecting the provision of basic telecom services.

13 The Regulatory Authority consists of three members, one is a professional telecom engineer and other two
are technical and financial experts, appointed by the Government for a term of four years and eligible for
appointment for a similar term.

14 Any member of the Authority shall not have any direct or indirect financial interest in, or have business
connection with any person, any establishment or firm which renders telecom services in Pakistan or abroad.
For above purpose even any involvement of the spouse or blood relation of any member of the Authority

with any telecom firm shall be considered as a direct financial interest or connection with such firm.

15 The Authority shall ensure that:

(a) rights of licensees are duly protected;
(b) Decisions and determinations are made promptly in open, equitable, non-discriminatory, consistent and
transparent manner;
(c) the persons affected by its decisions or determinations are given a due notice and provided opportunity
of being heard.
16 A person aggrieved by any decision or order of the Authority can within thirty days of the receipt of order,
appeal to the High Court and the Court shall decide such appeal within ninety days.

1.7 A person aggrieved by any decision or order of any officer of the Authority may, within thirty days of the order,
appeal to the Authority and the Authority shall decide such appeals within thirty days.

2 Interconnection and Numbering

2.1 In the event that a service supplier is unable to reach agreement with any or dominant service supplier or
interconnection, following a reasonable amount of time, either party may refer the dispute to the Regulator
in Pakistan.

2.2 Service suppliers shall be required to disclose information concerning technical measures/parameters that will
affect use of such facilities for other service suppliers.

2.3 The Regulatory Authority shall exercise all powers to enable it to effectively provide guidelines for, and
determine, the terms of interconnection arrangements between licensees where the parties are unable to

agree.

2.4 Authority shall develop/assign non-discriminatory national telecommunication numbering plans.
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3. Competition Safe, s and Standards

31 When facilities-based service supplier with dominant market position is found engaged in unfair or anti-
competitive practices, remedial measures will be available.

3.2 When dominant service supplier provides a competitive service he shall establish separate accounting procedure
for the competitive service. Cross subsidy is not permitted.

3.3 The Authority shall notify and publish regulations for establishing national standards for telecom equipment
and services. The Authority can specify different standards for different classes of telecom equipment/services
and establish procedure for testing.

3.4 The Authority shall not restrict the type of telecom equipment that may be used for the establishment,
maintenance or operation of telecom systems or services.

4. Tariff Regime
The level of tariffs for telecom services including basic telephone service shall be regulated by the Authority in
accordance with the regulations including following principles:

4.1 The regulations shall apply equally to comparable provider/users of any regulated telecom service;

4.2 The criteria used for the establishment of tariff shall regularly be published three months before the criteria
is adopted,;

4.3 Tariffs shall be at a level which provides a reasonable rate of return on investments taking into account the
cost of operation; and

4.4 There shall be no cross-subsidisation of other telecom services by basic telephone sector.
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PAKISTAN: LIST OF ARTICLE II (MFN) EXEMPTIONS

Modes of supply:1) Cross-border supply 2) Consumption abroad 3) Commercial presence 4) Presence of natural persons

Sector or Description of measure Countries to Intended Conditions
Subsector indicating its which the duration creating the need
inconsistency with measure for the exemption
Article IT applies
Banking and Foreign service promoters All countries The reciprocity The reciprocity
other financial are granted licences on the requirement will | requirement is put
services basis of reciprocity. remain in place in place to ensure
until similar that Pakistani banks
measures are accorded
maintained by equivalent market
other countries in | access in places
this sector are outside Pakistan.
removed.
Favourable treatment of All countries Indefinite The financing
financial institutions set up transactions are
to undertake Islamic determined and
financing transactions. governed by
Religious Boards set
up for the purpose
by each Islamic
financial institution.
Separate regulations may All countries Indefinite Commodity
be laid down for banks operation
which are required to programme is an
undertake and finance essential
treasury function and government
other non-profitable function undertaken
commodity operation through banks.
programmes and other Treasury function is
price support schemes of performed by
the Government. National Bank of
Pakistan on behalf
of the Central
Bank. These are
non-profitable
transactions of the
banks.
Favourable treatment of ECO Member Indefinite The Treaty of Izmir
financial institutions set up countries and the Istanbul
as joint ventures under the Summit held in
framework of ECO or other July 1993 amongst
protocols signed amongst others decided for
the ECO Member countries. the establishment
of financial
institutions by the
governments of
ECO Member states
with the obligation
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of meeting the goals of
regional economic
integration.
2.C.Telecommuni- Measures including the Countries covered | Indefinite | On account of bilateral
cation services — application of different by International agreements. between
International service | accounting rates for different | Telecommunication Pakistan
operators/countries covered Services Telecommunication
by International Agreements Company Ltd. and
Telecommunication Services | between Pakistan various foreign
Agreements between Telecommunication operators dealing with
Pakistan Telecommunication | Company Ltd. and various aspects of
Company Ltd. and various foreign operators. cooperation.
foreign operators.
2.CTelecommunication| Measures including the Neighbouring Indefinite | On account of bilateral
services — application of different countries agreements with
International service | accounting rates for different governments of
neighbouring countries neighbouring countries.
covered by
Telecommunication
Agreements entered into by
the Government of Pakistan
with governments of
neighbouring countries.
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SRI LANKA: SCHEDULE OF SPECIFIC COMMITMENTS
Modes of supply:1) Cross-border supply 2) Consumption abroad 3) Commercial presence 4) Presence of natural persons

Sector or Subsector Limitations on market access Limitations on national Additional
treatment commitments

I. HORIZONTAL COMMITMENTS

ALLSECTORS (1) None (1) None
INCLUDED IN THIS (2) None
SCHEDULE (3) Foreign Investment: Certain (2) None

limitations, conditions and
qualifications pertain specifically (3) None
to some forms of commercial
presence by foreign enterprises, (4) None
as indicated below:

(a) Foreign investors may invest in
any sector of the economy other
than the following activities,
which are reserved for citizens of
Sri Lanka: i) Money-lending;

ii) Pawnbrokering; iii) Retail
trade with a capital of less than
US$1mn; iv) Businesses providing
personal services other than for
export of tourism; and v) Coastal
fishing.

(b) The foreign investment law
applicable to foreign investors is
the Greater Colombo Economic
Commission (GCEC) Law No. 4 of
1978, as amended to date,
presently known as the Board of
Investment of Sri Lanka
BOISL) Act by G.C.E.C.
(Amendment) Act No. 49 of 1992
(referred to as “the Law”),
supplemented by: 1) BOISL
Regulation No. 1 of 1978, as
amended to date; and ii) BOISL
Regulation No. 1 of 1991.

(¢) The BOISL is responsible for the
approval and facilitation of
foreign investment throughout
the country, other than for
investments made by purchasing
shares in the Colombo Stock
Exchange, or for investments in
a number of activities, which are
regulated by other Statutory
Agencies, including the following:
(1) Banking; (i) Financial
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institutions; (iii) Insurance;

(iv) Trading services on the
Colombo Stock Exchange; (v) Air
transportation; vi) Coastal
shipping; (vii) Branch or Liaison
Office of companies incorporated
outside Sri Lanka; (viii) Lotteries.

(d) Foreign investment of up to
40 percent of equity in a company
proposing to carry on a business
activity listed below other than
those listed above will be
automatically approved by the
BOISL. Foreign investment in
excess of 40 percent (and up to
100 percent) in a company
proposing to carry on a business
activity listed below other than
those listed above will be
approved by the BOISL on a case-
by-case basis in consultation with
the relevant State Agencies. This
situation will be reviewed every
two years with the aim of further
simplification. The relevant
sectors are the following:
(i) Construction and residential
buildings; (i) Mass transportation,
(iii) Telecommunications; (iv) Mass
communications; (v) Education;
(vi) Professional services;
(vii) Freight-forwarding;
(viii) Travel agencies; (ix) Shipping
agencies.

(e) If a foreign investor wishes to
locate his/her enterprise outside
any Export Processing Zone, he/
she can either purchase or lease
land suitable for his/her
enterprise. If a foreign individual
buys land, he/she will be liable to
pay a tax at 100 percent of the
purchase price. However, if a
foreign investor incorporates a
company in Sri Lanka under the
Companies Act and buys the land
in the name of the company,
there will be no liability or such
tax even though the shareholders
of the company are foreign
nationals, because a company
incorporated in Sri Lanka under
the Companies Act is deemed to
be equivalent to a citizen of
Sri Lanka for the purpose of this
tax.
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Joint venture. In relevant
sectors when a joint venture
partner is a public sector
enterprise or a government
undertaking, while granting
access, preference will be given
to foreign service suppliers/
entities, which offer the best
terms for transfer of
technology.

(4) Movement of natural persons is
subject to Sri Lankan laws on
immigration, consumer laws,
and other relevant laws and
regulations. Aliens, who
intend to work or to conduct
business in Sri Lanka, shall
have to obtain the relevant
work permits in addition to
complying with the immigration
requirements.

2. COMMUNICATION SERVICES

C. Telecommunication | (1) Monopoly guaranteed for Sri (1) None Sri Lanka
Services Lanka Telecom Ltd (SLT) until 31 subscribes to the
International basic December 1999. Government of attached
voice telecommuni- Sri Lanka (GOSL) proposes commitments on
cation services thereafter to issue an additional regulatory

licence, depending mainly on disciplines.

satisfactory progress having been

made with respect to tariff

rebalancing. (2) None
(2) None

(3) Monopoly guaranteed for SLT until
31 December 1999. Government of

(3) None

Sri Lanka (GOSL) proposes (4) Unbound except
thereafter to issue an additional as indicated in the
licence, depending mainly on horizontal section
satisfactory progress having been

made with respect to tariff

rebalancing.

Foreign equity participation of up
to 35 per cent involving a strategic
partner permitted in SLT. Foreign
equity participation in telecom
providers is determined under
BOISL related provisions described
in the horizontal section of GOSL’s
schedule of specific commitments

(4) Unbound except as indicated in
the horizontal section
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Domestic local and long-dis-| (1) None (1) None
tance basic telephone serv-
ices covered: (2) None (2) None
Mobile cellular services (3) Four operators’ licences. This | (3) None
number will be reviewed by the
GOSL in the year 2000. Foreign
equity participation in these
enterprises determined per the
horizontal section.
(4) Unbound except as indicated in | (4) Unbound except as
the horizontal section. indicated in the
horizontal section.
Wireless Local Loop (WLL)| (1) None (1) None
to provide basic telephony,
data transmission, (2) None (2) None
payphone, voice mail and
facsimile (3) Two operators’ licences. Duopoly | (3) None

will be guaranteed for five
years. In addition SLT will be
permitted to provide WLL
services in 800 MHz Band.
Foreign equity participation in
these enterprises determined
per the horizontal section.

(4) Unbound except as indicated in

(4) Unbound except as

the horizontal section. indicated in the
horizontal section.
Public payphone (1) None (1) None
services
(2) None (2) None
(3) Five service providers. This | (3) None
number will be reviewed on eco-
nomic needs criteria. Foreign eqg-
uity participation in these enter-
prises determined per the hori-
zontal section.
(4) Unbound except as indicated in | (4) Unbound except as
the horizontal section. indicated in the
horizontal section.
Radio paging services (1) None (1) None
(2) None (2) None
(3) Five operators’ licences. Changes | (3) None

based on economic needs criteria.
Foreign equity participation in
these enterprises determined per
the horizontal section.
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(4) Unbound except as indicatedin | (4) Unbound except as
the horizontal section. indicated in the
horizontal section.
Data Communication (1) None (1) None
Services
(2) None (2) None
(3) Six operators’ licences. Nonew | (3) None
licences for facilities-based
operators until 1998. Foreign
equity participation as per
horizontal section.
(4) Unbound except as indicated in | (4) Unbound except as
horizontal section. indicated in the
horizontal section.
Other: (1) Unbound (1) None
Satellite-based services: (2) None (2) None
GMPCS services supplied 3) Issu%ng of }icences .is unde}” (3) None
through own gateways conS}d‘erat'lon.‘ Foreign equity
participation in these enter-
prises determined per the
horizontal section.
(4) Unbound except as indicated in | (4) Unbound except as
the horizontal section. indicated in the
horizontal section.
7. FINANCIAL SERVICES
L  Direct Insurance (1) Unbound (1) Unbound
. (2) Unbound (2) Unbound
A Life (3) New establishments are subject | (3) None
to licences approved by the (4) Unbound except as
Government of Sri Lanka indicated in the
(GOSL). Foreign equity horizontal section.
participation, in this sector is
determined per the horizontal
section.
(4) Unbound except as indicated in
the horizontal section.
B. Non-life (1) Unbound except in the case of (1) Unbound
insurance of freight, where
insurance is taken by the (2) Unbound
buyer or seller in accordance
with contract. (3) None
(2) Unbound
(3) New establishment is subject to | (4) Unbound except as
licence approved by the indicated in the
Government of Sri Lanka horizontal section.
(GOSL). Foreign equity
participation in this sector
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determined per the horizontal
section.

(4) Unbound except as indicated
in the horizontal section.

II. Re-insurance (1) Reinsurance can be taken with | (1) Unbound
and retrocession foreign reinsurers to the extent | (2) Unbound
of the residual uncovered risk | (3) None
(

after obligatory or statutory | (4) Unbound except as
placement with National indicated in the
Insurance Corporation. horizontal section.

(2) Reinsurance can be taken with
foreign reinsurance to the extent
mentioned above.

(3) Unbound

(4) Unbound except as indicated in
the horizontal section.

Banking and Other Financial Services (excluding insurance)’

General Conditions

1 The terms of the offer in the banking and other financial services (excluding insurance) sub-sector are in
accordance with GATS, the Annex on Financial Services and the Understanding on Commitments in Financial
Services. All the commitments are subject to entry requirements, domestic laws, rules and regulations and the
terms and conditions of the Central Bank of Sri Lanka, the Board of Investment, the Securities and Exchange
Commission and any other competent authority in Sri Lanka, as the case may be, which are consistent with
Article VI of the GATS and paragraph 2 of the Annex on Financial Services.

2. Financial Services in the form of operations identified at sub-paragraphs (a) to (1) in the Schedule can be carried
out in Sri Lanka through a locally incorporated company or a branch of a commercial bank incorporated outside
Sri Lanka.

2.1 (a) Only a licensed commercial bank, a licensed specialised bank or a registered finance company may accept
deposits.

(b) Only a licensed commercial bank may accept deposits which are repayable upon demand.

2.2 Approval, registration and licensing relating to banks and other financial institutions will be subject to an
economic needs test.

2.3 The total foreign shareholding in any institution providing financial services is limited to 49 percent of the
issued share capital.

* This part of the schedule deals only with Section B. Section A which covers insurance and insurance related services
is contained in a separate part of the schedule.
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(a) Acceptance of deposits and The commitments listed The commitments listed
other repayable funds from the | below apply to all services | below apply to all services

public. listed under B (a) to (j). listed under B (a) to (j).
(b) Lending of all types, including, (1) Unbound (1) Unbound

inter-alia, consumer credit,

mortgage credit, factoring and (2) Unbound (2) Unbound

financing of commercial

transactions. (3) As specified in the (3) As specified in the

General Conditions. General Conditions.

(c) Financial leasing
(d) All payment and money | (4) Unbound (4) Unbound except as

transmission services. specified in the
(e) Guarantees and commitments horizontal commitments.

(f) Trading for own account or for
account of customers, whether on
an exchange, in an over-the-
counter market or otherwise, the
following:

* money-market instruments
(cheques, bills, certificates of
deposits, etc.)

* foreign exchange

* derivative products including but
not limited to futures and options

* exchange rate and interest rate
instruments, including products
such as swaps, forward rate
agreements, etc.

* transferable securities
other negotiable instruments
and financial assets, including

bullion.

(a) Participation in issues of all The commitments listed The commitments listed
kinds of securities, including below apply to all below apply to all services
underwriting and placement as services listed under B listed under B (k) to (1).
agent (whether publicly or (k) to (D).
privately) and provision of (1) None, except as
services related to such issues. | (1) None, except as provided provided in the General

in the General Conditions.

(b) Money broking. Conditions.

(2) None,except as provided

(c) Asset management, such as (2) None, except as provided in the General
cash or portfolio management, in the General Conditions. Conditions.
all forms of collective invest-
ment management, pension (3) As specified in the (3) As specific in the
fund management, custodial General Conditions. General Conditions.
depository and trust services.

(4) Unbound except as (4) Unbound except as

(d) Settlement and clearing specified in the specified in the

services for financial services, horizontal commitments. horizontal commitments.

including securities, derivative
products, and other negotiable
instruments.
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(e) Provision and transfer of
financial information, and
financial data processing
and related software by
providers of other financial
services.

(K) Advisory services on all the
activities listed in
subparagraphs (a) to (k).

TOURISM AND TRAVEL RELATED SERVICES

A. Hotel and Lodging (1) Unbound** (1) Unbound*
Services
(2) Unbound (2) Unbound
(3) None except horizontal (3) None
measures specified above.
(4) Provisions of labour, immi- | (4) None
gration and customs laws.
B. Travel Agency and Tour (1) None (1) None
Operation Services
(2) Unbound (2) Unbound*
(3) None except horizontal (3) None
measures specified above.
(4) Provisions of labour, (4) None

immigration and customs
laws.

* Unbound due to lack of technical feasibility.
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REFERENCE PAPER

Scope

The following are definitions and principles on the regulatory framework for the basic telecommunications services.

Definitions

L

Users mean service consumers and service suppliers.
Essential facilities mean facilities of a public telecommunications transport network or service that

(a) are exclusively or predominantly provided by a single or limited number of suppliers; and
(b) cannot feasibly be economically or technically substituted in order to provide a service.

A major supplier is a supplier which has the ability to materially affect the terms of participation (having regard
to price and supply) in the relevant market for basic telecommunications services as a result of:

(a) control over essential facilities; or
(b) use of its position in the market.

Competitive safeguards

11 Prevention of anti-competitive practices in telecommunications

Appropriate measures shall be maintained for the purpose of preventing suppliers who, alone or together, are a
major supplier from engaging in or continuing anti-competitive practices.

12 Safeguards

2

The anti-competitive practices referred to above shall include in particular:

(a) engaging in anti-competitive cross-subsidisation;

(b) using information obtained from competitors with anti-competitive results; and

(¢ not making available to other services suppliers on a timely basis technical information about essential
facilities and commercially relevant information which are necessary for them to provide services.

Interconnection

2.1 This section applies to linking with suppliers providing public telecommunications transport networks or services

in order to allow the users of one supplier to communicate with users of another supplier and to access services
provided by another supplier, where specific commitments are undertaken.

22 Interconnection to be ensured

Interconnection with a major supplier will be ensured at any technically feasible point in the network. Such
interconnection is provided.

(@ under non-discriminatory terms, conditions (including technical standards and specifications) and rates and

of a quality no less favourable than that provided for its own like services or for like services of non-

affiliated service suppliers or for its subsidiaries or other affiliates;

(b) in a timely fashion, on terms, conditions (including technical standards and specifications) and cost-oriented
rates that are transparent, reasonable, having regard to economic feasibility, and sufficiently unbundled so

that the supplier need not pay for network components or facilities that it does not require for the service

to be provided; and

() upon request, at points in addition to the network termination points offered to the majority of users, subject
to charges that reflect the cost of construction of necessary additional facilities.

23 Public availability of the procedures for interconnection negotiations

The procedures applicable for interconnection to a major supplier will be made publicly available.

24 Transparency of interconnection arrangements

It is ensured that a major supplier will make publicly available either its interconnection agreements or a
reference interconnection offer.
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25 Interconnection: dispute settlement

A service supplier requesting interconnection with a major supplier will have recourse, either:

(@) atany time or

(b) after a reasonable period of time which has been made publicly known to an independent domestic body,
which may be a regulatory body as referred to in paragraph 5 below, to resolve disputes regarding appropriate
terms, conditions and rates for interconnection within a reasonable period of time, to the extent that these have
not been established previously.

3. Universal service

Any Member has the right to define the kind of universal service obligation it wishes to maintain. Such obligations
will not be regarded as anti-competitive per se, provided they are administered in a transparent, non-discriminatory
and competitively neutral manner and are not more burdensome than necessary for the kind of universal service
defined by the Member.

4, Public availability of licensing criteria
Where a licence is required, the following will be made publicly available:

(@) all the licensing criteria and the period of time normally required to reach a decision concerning an application
for a licence and
(b) the terms and conditions of individual licences.

The reasons for the denial of a licence will be made known to the applicant upon request.

5 Independent regulators

The regulatory body is separate from, and not accountable to, any supplier of basic telecommunications
services. The decisions of and the procedures used by regulators shall be impartial with respect to all market

participants.

6. Allocation and use of scarce resources

Any procedures for the allocation and use of scarce resources, including frequencies, numbers and rights of
way, will be carried out in an objective, timely, transparent and non-discriminatory manner. The current state
of allocated frequency bands will be made publicly available, but detailed identification of frequencies allocated
for specific government uses is not required.
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SRI LANKA - LIST OF ARTICLE II (MFN) EXEMPTIONS
Modes of supply:1) Cross-border supply 2) Consumption abroad 3) Commercial presence 4) Presence of natural persons

Sector or Description of measure | Countries to Intended | Conditions
Subsector indicating its which the duration | creating the need
inconsistency with measure for the exemption
Article I applies
2.C. Measures including the Countries covered | Indefinite On account of
Telecommunication application of different by International bilateral agreements
services - accounting rates for Telecommunication between Sri Lanka
International services | different operators/ Services Telecom Limited and
countries covered by Agreements various foreign
International between Sri Lanka operators dealing
Telecommunication Telecom Limited with various aspects
Services Agreements and foreign of cooperation.
between Sri Lanka operators.
Telecom Limited and
various foreign operators.
2C. Measures including the Neighbouring Indefinite | On account of
Telecommunication application of different countries of the bilateral
services - accounting rates for South Asian agreements with
International services | different neighbouring Association for governments of
countries covered by Regional neighbouring
Telecommunication Cooperation countries.
Agreements entered into (SAARC), viz.
by the Government of Sri | Bangladesh,
Lanka with governments. | Bhutan, India,
Maldives, Nepal and
Pakistan.
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CUTS PUBLICATIONS
TRADE, ECONOMICS AND ENVIRONMENT

STUDIES

1

Policy shift in Indian Economy

A survey on the public perceptions of the New
Economic Policy in the states of Maharashtra,
Rajasthan, Tamil Nadu and West Bengal in India
conducted during June/July 1995 and
recommendations to the government which were
discussed at the above mentioned India-Nepal
Training Seminar. (100pp, #9512, Rs.100/US$ 25)

Policy shift in Nepal Economy

A survey onthe public perceptions of New Economic
Policy in Nepal conducted during June/July 1995 and
recommendations to the government which were
discussed at the above mentioned India-Nepal
Training Seminar. (80pp, #9513, Rs.30/US$ 15)

Environmental Conditionsin International Trade

A study on theimpact on India’s exportsin the area of
Textilesand Garmentsincluding Carpets, L eather and
Leather Goods, Agricultural and Food Products
including Teaand Packaging for the Central Pollution
Control Board, Ministry of Environment & Forests,
Government of India. (39pp, #9508, Rs.200/US$50)

Cogtson Consumer sdueto Non-Cooper ation Among
SAARC Countries

A study by noted scholars on the costs on consumers
of the countriesin South Asia due to economic non-
cooperation among them. (#9605, Rs.50/US$25)

Tariff Escalation—A Tax on Sustainability

The study finds that the existence of escalating tariff
structure, particularly in developed countries, results
in “third-best” allocation of resources. It also harms
both environment and devel opment, and crucially the
balanceof trade. (Rs.100/US$25) |SBN 81-87222-00-X

Trade, Labour, Global Competition and the Social
Clause

The socia clause issue has remained one of the most
heated areas of international debate for a number of
years. The study says that the quality of that debate
has not met itsvolume and thereal issues underlying
the issue have rarely been analysed as a whole. It
attempts to string the various debates together.
(Rs100/US$25) I SBN 81-87222-01-8

TRIPs, Biotechnology and Global Competition

The study shows, with some evidence, that the
provisions in the TRIPs agreement concerning
biotechnology are of great concern to the developing
world. According to the new GATT agreement, all
bio-technol ogy products may be patented. Nearly 80%

10.

12.

of all biotechnology patentsarecurrently held by large
multinationals. (Rs.100/US$25) | SBN 81-87222-02-6

Eradicating Child-L abour While Savingthe Child
In the scenario of agrowing interest in banning child
labour this research report argues that the trade
restricting messures haveevery potential of eliminating
thechilditself. Thereport provideslogical arguments
and a case study for those groups who are against the
use of trade bansfor the solution of thissocia malaise.
It also makes certain recommendationsfor the effective
solution of the problem.

(Rs100/US$25) ISBN 81-87222-23-9

Non-trade Concerns in the WTO Agreement on
Agriculture

This research reportwritten by Dr. Biswagjit Dhar and
Dr. Sachin Chaturvedi of the Research and Information
System for the Non-Aligned and Other Developing
Countries, New Delhi, provides adetailed analysis of
non-trade concerns, covering the various dimensions
indicated by the Agreement on Agriculture of the
World Trade Organisation.

(Rs50/US$10) ISBN 81-87222-30-1

Liberalisation and Poverty: | sthereavirtuouscircle?
Thisisthe report of aproject: “ Conditions Necessary
for the Liberalisation of Trade and Investment to
Reduce Poverty”, which was carried out by the
Consumer Unity & Trust Society in association with
theIndiraGandhi Institute for Devel opment Research,
Mumbai, the Sustainable Development Policy
Ingtitute, |slamabad, Pakistan and the Centrefor Policy
Diaogue, Dhaka, Bangladesh, with the support of the
Department for International Development,
Government of the UK.

(Rs.100/US$25) ISBN 81-87222-29-8

Analyses of the Interaction between Trade and
Competition Palicy

This not only provides information about the views
of different countries on various issues being
discussed at the working group on competition, but
also informs them about the views of experts on
competition concerns being discussed on the WTO
platform and the possible direction these discussions
would take place in near future. It also contains an
analyses on the country’s presentations by CUTS.
(Rs.100/US$25) ISBN 81-87222-33-6

The Functioning of Patent Monopoly Rights in
Developing Economies; In Whosel nterest?

Advocates of strong international protection for
patents argue that developing countries would gain
from increased flows of trade, investment and

%29 ¥ CUTS
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14.

technology transfer. The paper questions this view
by examining both the functioning of patents in
developing economies in the past and current
structural trendsin theworld economy in these areas.
The historical research revealed no positive links
between a strong patent regime and FDI and
technology transfer. Current trendsarelargely limited
to exchanges amongst theindustrialised countriesand
to some extent, the newly industrialising countries.
Whileincreased North/South trade flows are expected,
negative consequences are possible.

(Rs100/US$25) ISBN 81-87222-36-0

Negotiatingthe TRIPsAgreement:
India’ sexperienceand somedomestic policy issues

This report shows particularities about the subject
that distinguished the TRIPs (Trade Related Aspects
of Intellectua Property Rights) negotiationsfrom other
agreements that make up the Uruguay Round results.
It al so analysestheway inwhich the TRIPs Agreement
was actually negotiated and handled.

The author finds that many of the lessons that
can bedrawn from India’'s experience with the TRIPs
negotiations are the same as those that can be drawn
from the negotiationsmore generally and truefor many
other countries. It goes beyond a narrow analysis of
events relating strictly to the negotiations during the
Uruguay Round and looks at the negotiating context
in which these negotiations took place.

The research findings draw lessons from what
actually happened and suggest how policy processes
can be reformed and reorganised to address the
negotiating requirements in dealing with such issues
inthefuture. (Rs.100/US$25) ISBN 81-87222-50-6

Multilateral Environmental Agreements, Tradeand
Development: I ssuesand Palicy OptionsConcerning
Complianceand Enfor cement

The latest report of CUTS on Multilateral
Environmental Agreement, Trade and Devel opment,
examines the role of provisions for technology and
financial transfer as well as capacity building as an
dternativeto trade measuresfor improving compliance
and enforcement. It acquires specific significance in
thelight of thefact that the WTO membersfor thefirst
time, in the trade body’s history, agreed to negotiate
on environmental issues at the fourth Ministerial
Conference of the WTO at Doha.

Thisstudy also examines prosand cons of Carrots
and Sticks approaches, and analyses incorporation of
these approachesin three major MEAS, the Montreal
Protocol, The Convention on International Trade in
Endangered Species of Wild Faunaand Flora(CITES)
and the Basel Convention, to find out which approach
has been more successful in ensuring enforcement
and compliance.

A must read for different stakeholdersinvolvedin
this process, asthis study would provide useful inputs
towards trade and environment negotiations.
(Rs.100/US$25) ISBN 81-87222-58-1

15.

16.

17.

Market Access Implications of SPS and TBT:
Bangladesh Per spective

As both tariffsand other traditional trade barriers are
being progressively lowered, there are growing
concerns about the fact that new technical non-tariff
barriers are taking their place, such as sanitary and
phytosanitary measures (SPS) and technical
regulations and standards.

The poor countries have been denied market
access on quite a number of occasions when they
failed to comply with a developed country’s SPS or
TBT requirements or both. The seriousness of this
denial of market access is often not realised unless
their impact on exports, income and employment is
quantified.

In this paper, the author focuses on the findings
of a1998 case study into the European Commission’s
ban of fishery productsfrom Bangladesh into the EU,
imposedin July 1997.

This research report intends to increase
awareness in the North about the ground-level
situation in poor and developing countries. At the
sametime, it makes some useful suggestions on how
the concerns of LDCs can be addressed best within
the multilateral framework. The suggestions are
equally applicable to the developing countries.
(Rs.100/US$10) ISBN 81-87222-69-7

Voluntary Self-regulation versusMandatory L egis-
lative Schemesfor Implementing L abour Standar ds
Since the early 1990s, globally there has been a
proliferation of corporate codes of conduct and an
increased emphasis on corporate responsibility. The
idea is that companies voluntarily adopt codes of
conduct to fulfil their socia obligations and although
these companies are responsible only for a fraction
of the total labour force, they set the standards that
can potentially lead to an overall improvement in the
working conditions of labour.

These voluntary approaches are seen as a way
forward in a situation where state institutions are
weakened with the rise to dominance of the policies
of neo-liberalism, and failure of the state-based and
international regulatory initiatives.

Given this background, this paper examines how
the failure of 1980s codes, regulated by international
bodies, resulted in the proliferation of corporate
codes of conduct and an increased emphasis on
corporate social responsibility.

This paper further tries to explore whether
voluntary codes of conduct can ensure workers
rights in a developing country like India.
(Rs.100/US$25) 1SBN 81-87222-76-X

Child Labour in South Asia

AreTrade Sanctionsthe Answer ?

South Asian Countries have the highest rates of child
labour practicesin theworld.

Asaresult of the advocacy by powerful political
lobbying groups supported by Europe and the US,
the trade sanction approach to encounter the issue of
child labour has gained influence since the nineties.
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19.

These sanctions were exercised to alleviate the
problem of childlabour by US policy-makersand also
by some countriesin the EU. But, the question arises
—Havethetrade sanctionsimposed by these countries
inany way helped diminatethisproblem? Thisresearch
report of CUTS Centre for International Trade,
Economics & Environment tries to address this
question.

It hasexplored theimpact of thesetrade sanctions
and finds that these sanctions resulted in the
contradiction of the basic objective, elimination of
child labour. By banning theimport of those goodsin
the production process of which child labour was used
wholly or partly, the developed countries have
aggravated the sufferings of child labour and their
families.

Besides highlighting the causes of child labour,
the report makes some very useful recommendations
on how the issue of child labour can be addressed
best at the domestic aswell asinternational level.
(Rs100/US$25) I SBN 81-87222-82-4

TRIPsand Public Health:

WaysForward for South Asia

Trade Related Aspects of Intellectual Property
Rights—or TRIPs—has always been one of the most
contentious issues in the WTO. Several studies have
been conducted on the political economy of TRIPs
vis-a-vis WTO, the outcome of which are crucial to
the policymakers of the developing economies more
thanthosein therich countries. Increasing realisation
of the poor countries’ suffering at the hands of the
patent holders is yet another cause of worry in the
developing and poor countries.

Thisresearch document triesto reach the answer
to one specific question: what genuine choices do
policymakersin South Asian devel oping nations now
have; more so after the linkage between the trade
regime and pharmaceuticals? Starting with a brief
overview of thekey features of the corporate model of
pharmaceuticals, the paper provides someinsight into
the challenges faced by the governments in South
Asian countries. The aim is to anchor the present
discussion of public health and theimpact of TRIPsin
the socio-cultural environment of thisregion.
(Rs.100/US$25) ISBN 81-87222-83-2

Puttingour Fearson the Table Analysesof the
proposalson investment and competition greements
attheWTO

Let them put their fears on the table and that should
guide the negotiations.” The UNCTAD Secretary
General, Rubens Ricupero, made this comment just
after the Dohaministerial meeting of theWTO heldin
November 2001.

Hewasreferring to India's stand at Doha on the
‘Singapore issues’ and arguing that it was pointless
injust opposing the‘new’ issues at the WTO without
putting forward constructive arguments.

“Putting our Fears on the Table” isthe title of a
recently published report of the CUTS Centre for

20.

21.

International Trade, Economics & Environment. It
provides analyses of the proposal s on investment and
competition agreementsat the WTO, especially inthe
areas taken up and/or proposed at Doha for possible
future negotiations.

This volume is a product of comprehensive
research and dialogue of leading international experts,
practitionersand other stakeholders. It will really help
developing countries to comprehend and deal with
the issuesin the WTO context.

(Rs. 300for IndiaddUS$25 for OECD Countries/$ 15for
other) ISBN 81-87222-84-0

BridgingtheDifferences
Analysesof Fivel ssuesof theWTO Agenda
Thisbook isaproduct of the project, EU-IndiaNetwork
on Trade and Devel opment (EINTAD), launched about
ayear back at Brussals. CUTSand University of Sussex
arethelead partnersinthis project, implemented with
financia support from the European Commission (EC).
The CUTS-Sussex University study has been jointly
edited by Prof. L. Alan Winters of the University of
Sussex and Pradeep S. Mehta, Secretary-General of
CUTS, India

The five issues discussed in the book are
Investment, Competition Policy, Anti-dumping,
Textiles& Clothing and Movement of Natural Persons.
Each of these papers has been co-authored by eminent
researchersfrom Europe and India.
(Rs.350/US$50) ISBN 81-87222-92-1

Dealingwith Protectionist Standar d Setting:
Effectiveness of WTO Agreementson TBT and SPS
Sanitary and Phytosanitary Safeguards (SPS) and
Technical Barriers to Trade (TBT) Agreements—
enshrined in the WTO—are meant to keep undesirable
trade practices at bay. These Agreementstry to ensure
adherence to standards, certification and testing
procedures, apart from technical protection to the
people, by countrieswhiletrading in theinternational
arena.

During the recent past, however, SPS and TBT
have been used by certain countries to the extent of
indiscreet misuse. This is a fallout of the built-in
lacunaeinthetwo measures. first, their loose drafting,
and next, the manner in which these Agreements are
interpreted by the big economies.

Thisresearch report isasincere attempt to fathom
the relevance of SPS and TBT Agreements, their
necessity in the present global economic scenario and,
of course, the development of case law related to the
Agreements, along with a brief description of the
impact of this case law on developing countries.
(Rs100/US$25) ISBN 81-87222-68-9

DISCUSS ON PAPERS

1

Existing I nequitiesin Trade- A ChallengetoGATT

A much appreciated paper written by Pradeep SMehta
and presented at the GATT Symposium on Trade,
Environment & sustainable Development, Geneva, 10-
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11 June, 1994 which highlightstheinconsistenciesin
the contentious debates around trade and
environment. (10pp, #9406, Rs.30/US$5)

Multilateralisation of Sovereignty: Proposals for
multilateral frameworksfor investment

The paper written by Pradeep S Mehta and Raghav
Narsalay analyses the past, present and future of
investment liberalisation and regulation. It also
contains an alternative draft International Agreement
on Investment.

(#9807, Rs.100/US$25) ISBN 81-87222-14-X

Ratchetting M ar ket Access

Bipul Chatterjee and Raghav Narsalay analyses the
impact of the GATT Agreements on developing
countries. The analyses takes stock of what has
happened at the WTO until now, and flags issues for
comments. (#9810, Rs.100/US$25)

Domestically Prohibited Goods, Tradein Toxic Waste
and Technology Transfer: | ssuesand Developments
This study by CUTS Centre for International Trade,
Economics & Environment attempts to highlight
concerns about the industrialised countries exporting
domestically prohibited goods (DPGs) and
technologies to the devel oping countries that are not
capable of disposing off these substances safely and
protecting their peoplefrom health and environmental
hazards. (90pp, #0106) | SBN 81-87222-40-9

EVENT REPORT
1. ChallengesinImplementingaCompetition Policy and

Law: An Agendafor Action

This report is an outcome of the symposium held in
Genevaon“ Competition Policy and Consumer I nterest
inthe Global Economy” on 12-13 October 2001. The
one-and-a-half-day event was organized by CUTSand
supported by the International Devel opment Research
Centre (IDRC), Canada. The symposium was
addressed by international experts and practitioners
representing different stakeholder groups viz.
consumer organisations, NGOs, media, academia, etc.
and the audience comprised of participants from all
over the world, including representatives of Geneva
trade missions, UNCTAD, WTO, EC, etc. This
publication will assist people in understanding the
domestic aswell asinternational challengesin respect
of competition law and policy.

(48pp, #0202, Rs.100/US$25) ISBN 81-87222-54-9

MONOGRAPHS

1. Roleand the Impact of Advertising in Promoting

Sustainable Consumptionin India

Economic liberalisation in Indiawitnessed the arrival
of marketing and advertisement gimmicks, which had
not existed before. This monograph traces the the
impact of advertising on consumption in India since
1991. (25 pp, #9803, Rs.15/US$5)

2. Social Clauseasan Element of theWTO Process

The central questioniswhether poor labour standards
resultsin comparative advantage for acountry or not.
The document analyses the political economy of the
debate on trade and labour standards.

(14 pp, #9804, Rs.15/US$5)

IsTradeLiberalisation SustainableOver Time?
Economic policy is not an easy area for either the
laity or social activist to comprehend. To understand
the process of reforms, Dr. Kalyan Raipuria, Adviser,
Ministry of Commerce, Government of Indiawrotea
reader-friendly guide by using question/answer
format. (29 pp, #9805, Rs.15/US$5)

I mpact of the Economic Refor msin I ndiaon thePoor
The question is whether benefits of the reforms are
reaching the poor or not. This study aims to draw
attention to this factor by taking into account inter-
state investment pattern, employment and income
generation, the social and human development
indicators, the state of specific poverty alleviation
programmes as well as the impact on the poor in
selected occupations where they are concentrated.
(15 pp, #9806, Rs.15/US$5)

Regulation: Why and How

From consumer’s viewpoint, markets and regulators
are complementary instruments. Therole of thelatter
isto compensatein someway thefailingsof theformer.
The goal of this monograph is to provide a general
picture of thewhys of regulationin amarket economy.
(34 pp, #9814, Rs.15/US$5)

Snapshots from the Sustainability Route — A
SampleProfilefrom India

Consumption is an indicator of both economic
development and also social habits. The disparity in
consumption pattern has always been explained in
the context of the rural urban divide in India The
monograph analyses the consumption patter of India
from the point of view of the global trend towards
sustainable consumption. (16pp, #9903, Rs.15/US$5)

Consumer Protection inthe Global Economy

This monograph outlines the goals of a consumer
protection policy and also speaks about the
interaction between consumer protection laws and
competition laws. It also highlights the new
dimensions about delivering consumer redress in a
globalising world economy, which rai sesjurisdictional
issues and the sheer size of the market.

(38pp, #0101, Rs.20/US35).

Globalisation and India—Mythsand Realities

This monograph is an attempt to examine the myths
and realities so asto address some common fallacies
about globalisation and raise peoples’ awareness on
the potential benefits globalisation has to offer.
(40pp, #0105, Rs.30/US$5)
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9.ABC of theWTO

10.

Welaunched aseries of monographson Globalisation
and India— Myths and Realities on September 2001.
The first one was a big success, as was evident by
the accolades and demands that we have been
receiving from several quarters.

This second monograph — and more — is about
the World Trade Organisation (WTO) which has
becomethetool for globalisation. Thismonographis
an attempt to inform the layperson about the WTO in
asimple question-answer format. It isthefirstin our
series of monographs covering WTO-related issues
andtheirimplicationsfor India. Itsaimisto create an
informed society through better public knowledge,
and thus enhance transparency and accountability
in the system of economic governance.

(36pp, #0213, Rs.30/USHS5) I SBN 81-87222-59-X

ABCof FDI

FDI — aterm, heard by many but understood by few.
In the present times of liberalisation and integration
of world economy, the phenomenon of Foreign Direct
Investment or FDI isfast becoming afavouritejargon,
though without much knowledge about it. That is
why, CUTS decided to come out with a handy, yet
easy-to-afford monograph, dwelling upon the hows
and whysof FDI. Thismonographisthirdintheseries
of “Globalisation and India— Myths and Readlities’,
launched by CUTSin September 2001. “How isFDI
defined?” “What does it constitute?” “Does it
increase jobs, exports and economic growth?’ Or,
“Does it drive out domestic investment or enhance
it?" are only some of the topics addressed to in alay
man’s language in this monograph.

(48pp, #0306, Rs.30/USH5) I SBN 81-87222-77-8

Consumer Agendaand theWTO—AnIndian
Viewpoint

Analyses of strategic and WTO-related i ssues under
two broad heads, international agenda and domestic
agenda. (21pp , #9907)

NEWSLETTERS
Economiquity

A quarterly newsletter of the CUTS Centre for
International Trade, Economics & Environment for
private circulation among interested persons/
networks. Contributions are welcome:
Rs.100/US$20p.a

ReguL etter

A Quarterly Newsletter covering developments
relating to competition policy and economic
regulations. The purpose of this newsletter is to
provide a forum, in particular to civil society, to
understand the issues clearly and promote a healthy
competition culture in the world. Contributions are
welcome: Rs.150/US$30p.a

BRIEFING PAPERS

Our Briefing Papersinform the layperson and raiseissues
for further debate. These have been written by several
persons, with comments from others. Re-publication,
circulation etc are encouraged for wider education. They
are available for free, but contributions towards postage
(Rs.20/US$5) arewelcome.

1995

1
2
3

GATT, Patent Lawsand Implicationsfor India

Social Clauseinthe GATT - A Boon or Banefor India
Greening Consumer Choice?- Environmental Labelling
and the Consumer

1 \éVTO Agreement on Agr_|culture 4. Trade & Environment: the Inequitable Connection
requently Asked Questions - : ;
Asabefitting reply to the overwhelming responseto 5. Anti-Dumping Measuresunder GATT and Indian Law
; . 6. Rationa Drug Policy in South Asia- The Way Ahead
our earlier three monographs, we decided to come 7 No Patentson Life Forms!
out with a monograph on WTO Agreement on ; I o -
Agricultureinasmple Q& A format. Thisisthefourth 8 LegidativeReformsinal-iberalising Economy
one in our series of monographs on Globalisation 1996
and India—Mythsand Realities, started in September 1 - The Freezing Effect - Lack of Coherence in the New
2001 ] ) World Trade Order
Thismonograph of CUTS Centrefor Intemationd 5 competition Policy InA Globalising And Liberalising
Trade, Economics& Environment (CUTS-CITEE) is World Economy
meant to inform people on the basics of the WTO 3 curhing Inflation and Rising Prices - The Need for
agreement on agricultureand itslikely impact onIndia. Price Monitoring
(48pp, #0314, Rs.50/US$10) | SBN 81-87222-86-7 4. Globalising Liberalisation Without Regulations! - Or,
how to regulate foreign investment and TNCs
GUIDES 5. TheCircle of Poison - Unholy Trade in Domestically
Prohibited Goods
1.  UnpackingtheGATT 6. Swim Together or Sink - Costs of Economic Non-
Thisbook provides an easy guideto the main aspects Cooperationin South Asia(revised in Sept. 1998)
of the Uruguay Round agreementsin away that is 7. Carrying The SAARC Flag - Moving towards Regional
understandable for non-trade experts, and also Economic Cooperation (Revised in Oct. 1998)
containsenough detail to makeit aworkingdocument 8 DPGs, Toxic Waste and Dirty Industries—Partnersin
for academicsand activists. (107pp, Rs.60/US$5) Flight
9. WTO: Beyond Singapore - The Need for Equity and
Coherence
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1997

1
2
3

© N UM

The Uruguay Round, and Going Beyond Singapore
Non-Tariff Barriersor Disguised Protectionism
Anti-Dumping Under the GATT - The Need For
Vigilance By Exporters

Subsidies & Countervailing Measures

Textiles& Clothing - Who Gains, Who Losesand Why?
Tradein Agriculture—Quest For Equality

Tradein Services-Cul de Sac or the Road Ahead!
TRIPsand Pharmaceuticals: Implicationsfor India
Movement of Natural PersonsUnder GATS: Problems
and Prospects

1998

1
2
3

4
5

TRIPs, Biotechnology and Global Competition

Tariff Escalation—A Tax on Sustainability

Trade Liberalisation, Market Access and Non-tariff
Barriers

Trade, Labour, Global Competition and the Socia Clause

. Trade Liberalisation and Food Security

1999

1
2

3
4.
5

TheLinkages: Will It Escalate?

Trade and Environment—An Agendafor Developing
Countries

Disgpute Settlement at WTO—From Politicsto Legality?
TRIPsand Biodiversity

Eradicating Child Labour While Saving the Child—Who

"~ Will Pay the Costs?

10.

Overdue Reforms in European Agriculture—
Implicationsfor Southern Consumers

Liberalisation and Poverty: Is there a virtuous circle
for India?

The Non-trade Concerns in the WTO Agreement on
Agriculture

Negotiating History of the Uruguay Round
Professional Servicesunder the GATS-mplication for
the Accountancy Sector in India

2000

1

~owD

N oo

Implementation of the WTO Agreements. Coping with
the Problems

Trade and Environment: Sesattle and Beyond

Sesttle and the Smaller Countries

Dispute Settlement under the GATT/WTO: The
Experience of Developing Nations

Competition Regimein India: What is Required?
Biosafety Protocol: Sweet ‘N’ Sour

Process and Production M ethods (PPM s)—I mplications
for Developing Countries

Globalisation: Enhancing Competition or Creating
Monopolies?

9. Trade, Competition & Multilateral Competition Policy
10. The Functioning of Patent Monopoly Rights in
Developing Countries: In Whose Interest?

2001

1 Tradeand Sustainable Development: An Outline of A
Southern Agenda

2. Contours of A national Competition policy: A
Development perspective

3. Human Rights and International Trade: Right Cause
With Wrong Intentions

4. Framework for Fair Trade and Poverty Eradication

5. Implementation of the Uruguay Round Agreements
Need for a Frontloaded Agenda

6. Proactive Agendafor Trade and Poverty Reduction

7. WTO Transparency and Accountability: The Need for
Reforms

8. EU's Environmental Agenda: Genuine Concern or
Pitching for Protectionism?

2002

1 Amicus Curiae Brief: Should the WTO Remain
Friendless?

2. Market Access. The Mg or Roadblocks

3. Foreign Direct Investment in Indiaand South Africa:
A Comparison of Performanceand Policy

4. Regulating Corporate Behaviour

5. Negotiating the TRIPs Agreement: India’s Experience
and Some Domestic Policy Issues

6. Regulatory Reformsinthe Converging
Communications Sector

7. Market AccessImplicationsof SPSand TBT
A Bangladesh Perspective

8. Multilateral Environmental Agreements, Tradeand
Development: Issues and Policy Options
Concerning Compliance and Enforcement

9. Multilateral or Bilateral Investment Negotiations:
Where Can Developing Countries Make Themselves
Heard?

2003

1 How Mining Companies Influence the Environment
2. Labour Standards: Voluntary Self-regulation vs.
Mandatory L egislative Schemes:

Child Labour in South Asia

Are Trade Sanctions the Answer?

Competition Policy in South Asian Countries
IndiaMust Stop Being Purely Defensivein WTO
IPRs, Access to Seed and Related Issues
TRIPsand Public Health:

Ways Forward for South Asia

w
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For more details, visit our website at www.cuts.org.
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Mission
Pursuing economic equity and social justice within and across borders by
persuading governments and empowering people

Goals
Create a questioning Promote equity between and
among the developed and
developing countries through
well-argued research and
advocacy on the emerging and

relevant issues.

Enable and empower

representatives of the civil society,  society through empowerment
from developing countriesin
particular, to articulate and
advocate on the relevant issues at
the appropriate fora.

of civil society representatives
thus ensuring transparency
and accountability in the
system.

I nter national Advisory Board

Prof Jagdish Bhagwati

Arthur Lehman Professor of

Economicsand Professor of Political Science
Columbia University, New York, USA, and
Chairman of the Advisory Board

Prof Muchkund Dubey
Former Foreign Secretary of India
New Delhi, India

Ms Ewa Charkiewicz
Institute of Social Studies
The Hague, The Netherlands

Mr Phil Evans
Senior Policy Officer, Consumers Asscn, London, UK

Ms Kristin Dawkins

Director (Research)

Institute for Trade and Agricultura Policy
Minneapolis, USA

Prof Jasper A Okelo
Dept. of Economics, University of Nairobi
Nairobi, Kenya

Mr Mark Halle

European Representative

International Institute for Sustainable Development
Geneva, Switzerland

Prof Yash Tandon
Executive Director, International South Group Network
Harare, Zimbabwe

Ms Caroline LeQuesne-Lucas
Member of European Parliament
Oxford, UK

Ms Beatrice Chaytor

US Locations, Sonako International Real Estate Services
1725 1 Street, NW

Washington, DC 20006

M s Janice Goodson Foerde
Chairperson, International Coalition for
Development Action, Brussels, Belgium

Mr Pradeep S. Mehta
Secretary Genera
Consumer Unity & Trust Society, Jaipur, India




