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As India moves towards Viksit Bharak@2047, the services sector
continues to be the key driver of this growth. The sector has consistently
grown at a faster pace than the overall Gross Domestic Product (GDP)
and is the second largest employer after agriculture. It is the largest recipient
of Foreign Direct Investment (FDI) and a major contributor to India’s
international trade, playing a pivotal role in driving the country’s export
earnings and strengthening its position in global value chains. India bas
consistently been among the top ten exporters of services, with a positive trade
balance. Owing to this significant contribution, India is often referred to as
a service-led economy.

In recent times, India’s services excports have been facing a lot of challenges,
both due to challenges in the domestic and export markets. In this context,
this paper aims to provide an overview of India’s services sector, its position
in global services trade and its contribution to India’s trade. It looks at trade
by modes of service delivery and sub-sectors. It explores how services are
addressed under India’s trade agreements. 1t identifies challenges faced by
the services sector that limit the sector’s competitiveness, export potential,
and ability to attract FDI. 1t makes recommendations, including the
Sformulation of a comprebensive vision document that can foster inclusive
growth, enbance productivity, generate quality employment opportunities,
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boost trade and investment, and strengthen India’s global competitiveness in
the services sector.
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L. INTRODUCTION

India is among the fastest-growing economies in the world. In 2025, it became the
fourth-largest economy in the world in terms of Purchasing Power Parity (PPP).! As
India moves towards 1iksit Bhara{@2047, the services sector continues to be the
key driver of this growth. The sector has consistently grown at a faster pace than the
overall Gross Domestic Product (GDP); in 202425, while India’s GDP expanded
by 6.5 %, the services sector grew by 8.3 %, contributing to over 50% of the
country’s total GDP. During the same period, the services sector contributed 55%to

U GDP per capita, PPP (constant 2021 international §): India, THE WORLD BANK (Oct. 29, 2025)
https:/ /data.wotldbank.otg/indicator/NY.GDP.PCAP.PP.KD>?locations=IN.
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India’s Gross Value Added (GVA),2 higher than the combined share of agriculture
(18%) and the manufacturing sector (27%).3 This sector is also the second largest
employer after agriculture and accounts for around 30 % of the total employment
in the country. It is a major magnet for foreign investment, being the largest recipient
of Foreign Direct Investment (FDI), attracting approximately 60 % of the total FDI
equity inflow. The services sector is a major contributor to India’s international
trade, playing a pivotal role in driving the country’s export earnings and
strengthening its position in global value chains. In 2024-25, trade in services
contributed to 33.33 % of India’s total trade and trade in services as a percentage of
GDP stood at 14.60 %. India has emerged as the eighth-largest services exporter in
the world, with its share in global services exports doubling from 2.96% in 2014 to
4.23% in 2024, growing at a CAGR of 3.63%.* Throughout the decade, India has
maintained a positive trade balance in services, rising from USD 28.84 billion in 2014
to USD 105.59 billion in 2024, helping to offset the deficit in merchandise trade.
Owing to this significant contribution, India is often referred to as a service-led
economy.

The growth of India’s services sector has drawn global attention. Unlike other
countries, India’s service-led growth trajectory diverges from the traditional
development paradigm of “agriculture-manufacturing-services”. India seems to have
transitioned from agriculture to services, with the share of manufacturing in GDP
remaining fairly stagnant.>

In this respect, some economists like Ansari consider India as an outlier among
South Asian countries and other emerging markets such as China.® Contesting this

2 National Accounts Statistics  Glossary, 2024, MINISTRY OF STAT. & PROGRAMME
IMPLEMENTATION (2024) (“[tlhe Gross Value Added is the net value of goods and services
produced by a sector, calculated as output at basic prices minus intermediate consumption
at purchasers’ prices, representing the sectot’s contribution to the economy.”).

3 Macro-Economic Review — Oct 2025: Nominal GDP for 2024—25 expected at X% and estimated at
12%  for  FY26, PRESS ~ INFORMATION  BUREAU (Oct. 29, 2025)
https:/ /www.pib.gov.in/PressNoteDetails.aspx?NoteId=154660.

4 Based on the authors’ calculation using data obtained from the United Nations Conference
on Trade and Development (UNCTAD) database on International Trade in Services.

5> R.Chanda et al., Serice Sector Dynamics and Role in the Indian Economy, in 75 YEARS OF
GROWTH, DEVELOPMENT AND PRODUCTIVITY IN INDIA (2025),
https:/ /www.sptingerprofessional.de/en/setvice-sector-dynamics-and-role-in-the-indian-
economy/51257026.

¢ M. 1. Ansari, Explaining the Service Sector Growth: An Empirical Study of India, Pakistan, and Sri
Lantka, 6 J. OF ASIAN ECON. 233, 233-234 (1995).



4 Trade, Law and Development [Vol. 17: 1

view, Gordon and Gupta’, Banga,® and Jain and Ninan,” have pointed out that India
is not an outlier as the share of the services sector in GDP increases with rise in per
capita income. Against this backdrop, it is necessary to understand the key drivers
of growth of the services sector in India.

One of the key drivers of the growth of services sector and exports has been the
reforms of the 1990s. For the first three decades post-independence, India was
largely an agrarian economy. The services sector started to grow in the mid-1980s,
but the growth accelerated in the 1990s when India initiated a series of economic
reforms after the country faced a severe balance of payments crisis. These economic
reforms led to privatisation, the removal of FDI restrictions, and the streamlining of
approval procedures, among others.

The economic liberalisation and other reforms played a pivotal role in transitioning
India from a closed economy to an open economy, thereby fostering stronger
linkages between India and international markets. This was further strengthened by
the Information and Communication Technologies (ICT) revolution,!® marked by
the rapid adoption of computers, the internet, and mobile phones, among other
related technologies. As a result, India has become a global Information Technology
(IT) hub driven by a cost-effective, English-speaking, skilled workforce. The
Information Technology (IT) and I'T-enabled Services (ITeS) sector has been a key
driver of growth and formal employment in the services industry, supported by
liberal FDI policies and government incentives such as the Software Technology
Parks of India (STPI) and Special Economic Zones (SEZs). Thus, conducive
government policies and reforms have played a key role in driving the growth in this
sectof.

However, in recent years, India’s services exports are facing many challenges,
primarily due to protectionism in key export markets. Protectionist measures, such
as the H-1B visa restrictions in the United States of America (US) and rising digital
protectionism through data localisation and privacy regulations, pose significant
risks. Given India’s vast and highly skilled talent pool of 1.5 million engineering

" James P. F. Gordon & Poonam Gupta, Understanding India’s Services Revolution IMF Working
Paper No. 04/171, 2004).

8 R. Banga, Critical Issues in India’s Service-Led Growth (ICRIER Working Paper No. 171, 2005).
% S. Jain & T. N. Ninan, Servicing India’s GDP Growth, in INDIA’S ECONOMY: PERFORMANCE
AND CHALLENGES — ESSAYS IN HONOUR OF MONTEK SINGH AHLUWALIA 328, 328-329
(S. Acharya & R. Mohan eds., 2010).

10 This refers to the rapid and widespread adoption of Information and Communication
Technologies (ICT's), such as computers, the internet, mobile phones, and various software
applications, which have significantly transformed the ways information is created, accessed,
stored, and shared.
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graduates, 145,050 architects, and over 1.38 million registered doctors in 2025, it has
positioned itself as a major exporter of skilled manpower. In 2025, India accounted
for 28% of the global STEM (science, technology, engineering, and mathematics)
workforce and 23% of global software engineering talent. However, its traditional
export markets are largely English-speaking economies, with the US accounting for
a large share, followed by the United Kingdom (U.K.). Indian exporters have not
been able to diversify into non-English speaking markets.

There is a global shift towards the implementation of the Fourth Industrial
Revolution (4IR) technologies, which will generate demand for certain skills and lead
to redundancies in other areas. India’s exports have to meet the changing global
demand for skills. Moreover, India’s services exports have remained concentrated
in two key segments, IT/ITeS and professional/business services, resulting in
limited diversification across sectors and markets. This concentration heightens
vulnerability to external risks and policy shifts in major markets like the US
Recognising these challenges, the Government of India is actively pursuing market
diversification through trade negotiations and enhanced international engagement.
At the same time, there is an urgent need to improve the competitiveness and
productivity of the services sector to diversify the export basket.

Given this scenario and the need for India to retain its position as a key services
exportet, this paper provides an overview of India’s services sector, with a focus on
trade in services and trade competitiveness. It explores how services are addressed
under India’s trade agreements. It identifies domestic and external barriers to exports
and makes policy recommendations to strengthen India’s position as a leading global
services exporter.

A Classification of Services

One of the core challenges in analysing India’s cross-border services trade and
investment by sub-sectors lies in the classification of services. In India, several
classifications are used. For example, while the Reserve Bank of India (RBI) follows
the Balance of Payments and International Investment Position Manual, Sixth
Edition (BMPG6) of the International Monetary Fund’s (IMF); the Ministry of
Statistics and Programme Implementation follows the National Industrial
Classification (NIC) for providing data on the domestic market. The data on foreign
direct investment (FDI) inflows in services provided by the Department for
Promotion of Industry and Internal Trade (DPIIT), under the Ministry of
Commerce and Industry, does not match the BMP6. In this context, it is worth
noting that the most widely used global classification for services is the United
Nations Central Product Classification (UNCPC), which is used in the World Trade
Organization’s (WTO) General Agreement on Trade in Services (GATS) |[the
Services Sectoral Classification List (MNT.GNS/W/120)], which was developed
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during the Uruguay Round of negotiations and is used in most trade negotiations.
UNCPC is revised from time to time to take into account the developments in the
services sector and can be easily mapped with the IMF BMP6.

II. INDIA AND TRADE IN SERVICES

Global trade in services has been rising over the years. It increased from USD
10,525.98 billion in 2014 to USD 16,930.78 billion in 2024, growing at a CAGR
(Compound Annual Growth Rate) of approximately 4.88%.

The top ten services exporters and importers, along with their respective shares in
global services exports and imports (2014 and 2024), are presented in Tables 2.1,
and 2.2., respectively.

Collectively, the top ten economies accounted for over half of global services
exports in both years. The US and the U.K. retained their first and second position
respectively, while Ireland emerged as a major gainer, moving from ninth to third
position. Ireland’s growth is driven by the rapid expansion of knowledge-intensive
services, particularly ICT, life sciences and financial services — supported by both
the scaling up of indigenous firms and the
increasing role of foreign multinational
enterprises using Ireland as a base for
exporting high-value services.!2

India’s share in global exports of
services is much higher than its
share in global exports of goods,
which was only 1.81% in 2024.11

India, with its high-skilled manpower available at competitive rates, is among the top
10 service-exporting countries. While its global ranking remains unchanged (8t
largest exporter in 2024 compared to 2014), India’s share in global services exports
has increased from 3.0% in 2014 to 4.27% in 2024. While an increase in exports is
due to reforms and liberalisation of the services sector that have made India an
attractive destination for foreign firms to invest and set up Global Capability Centres
units,!? the rank has not changed, as other countries like Ireland are doing much
better in exports.

W World Trade Statistics, 2024, WORLD TRADE ORGANIZATION (Oct. 7, 2025),
https:/ /www.wto.org/english/res_e/statis_e/world_trade_statistics_e.htm.

12 Delivering Valne for Ireland: Trade and Investment Report, IRELAND, DEPARTMENT OF
ENTERPRISE, TRADE AND EMPLOYMENT (2023),
https:/ /entetptise.gov.ie/en/publications/ publication-files/ trade-and-investment-report-
2023.pdfPutm.

13 Government of India, Ministty of Finance, Economic Survey 2024-25 233 (2025),
https://static.investindia.gov.in/s3fs-public/2025-02/economic_survery_2024-25.pdfPutm.
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Table 2.1. Top 10 Services Exporters and their Share in Global Exports (2014—

2024)
2014 2024
Share Share
Ra Value in Ra Value in
nk Country (USD  Global k Country (USD  Global
Million) Expor Million) Expor
ts (%) ts (%)
1 US 737,358  14.11 1 US 1’1231’97 12.81
2 UK 392,392 7.51 2 UK 644,628 7.36
3 Germany 305,312 5.84 3 Ireland 519,193 5.93
4 France 271,975 5.20 4 Germany 465,983 5.32
5  China 218,086 4.17 5  China 444,384 5.07
6 ?:thedan 204,195 391 | 6 France 398367  4.55
7 Japan 159,338 3.05 7  Singapore 395,209 4.51
8 India 156,614 3.00 8 India 374,275 4.27
9 Treland 154319 295 | 9 ?:theﬂan 333210  3.80
10  Singapore 153,465 2.94 10 Japan 225,346 2.57
Share of top 10 27,53,05 Share of top 10 49,22,56
. 53 . 56
Countries 4 Countries 8

Source: World Trade Statistics, WORLD TRADE ORGANIZATION (Dec. 19, 2025).14

% World Trade Statistics, 2024, WORLD TRADE ORGANIZATION (Dec.
https:/ /www.wto.org/english/res_e/statis_e/wotld_trade_statistics_e.htm.

19, 2025),
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On the import side, the US, China and Germany consistently remained the top three
importers of services in both 2014 and 2024, while India’s position changed from
10th place in 2014 to 9th in 2024 (Table 2.2).

Table 2.2. Top 10 Services Importers and their Share in Global Imports (2014—
2024)

2014 2024
Share Share
Ra Value in Ra Value in
nk Country (USD  Global nk Country (USD  Global
Million) Impor Million) Impor
ts (0/0) ts (0/0)
1 US 466,850 9.14 1 US 815,268  10.21
2 China 430,856 8.43 2 China 607,541 7.61

3 Germany 339,934 6.65 3 Germany 549,884 6.88

4 France 252,466 4.94 4 Ireland 467,015 5.85
5 UK 237385 465 | 5 UK 398,654  4.99
6 ?:thedan 192700 377 | 6  Singapore 350,835  4.39
7 Japan 190,467 3.73 7  France 340,425 4.26
8  Singapore 166436 326 | 8 I;:theﬂan 304,497  3.81
9 Ireland 158,046 3.09 | 9 India 268,072 3.36
10 India 127404 249 | 10 Japan 243225  3.04

Share of top 10 25,62,54 . | Share of top 10 43,4541

Countries 4 Countries 6 54
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Source: World Trade Statistics, WORLD TRADE ORGANIZATION (Dec. 19, 2025).15
India’s share in global services export and import is presented in Figure 2.1., which
shows that India has a positive trade balance in services, which also helps to reduce

the negative trade balance in goods.

Figure 2.1. India’s Share (in %) in Global Services Trade
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Source: UNCITAD Statistics on International Trade in Services, Services (BPM6): Excports
and Imports by Service-Category and Trade Partner, annual (July 25, 2025 )16

Over the years, various factors have contributed to the rise in global services trade
including technological development and digitalisation which has helped to deliver
services online, which in the past required physical presence for delivery.!” Ortino
notes that between 2000 and 2008, global trade in commercial services (including
transpott, travel, communications, financial, and professional services) expanded at

15 World Trade Statistics, 2024, WORLD TRADE ORGANIZATION,
https:/ /www.wto.org/english/res_e/statis_e/wotld_trade_statistics_e.htm.

16 Services (BPMO6): Exports and Imports by Service-Category and Trade Partner, annual,
UNCTAD (July 25, 2025),
https:/ /unctadstat.unctad.otg/datacentre/dataviewer/US. TradeServCatByPartner.
TRevitalising Services Trade for Global Growth: Evidence from Ten Years of Monitoring Services Trade
Policies through the OECD STRI, OECD 67 (2024),
https:/ /www.oecd.org/en/publications/ revitalising-services-trade-for-global
growth_3cc371ac-en/ full-reporthtml.
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an annual average rate of 11% with developing economies such as China, India,
Hong Kong, and Singapore emerging as key exporters.!8

However, there have been fluctuations in growth, with the growth slowing down
during the 2008 Global Financial Crisis and coronavirus (COVID-19) pandemic.
While the services trade declined by 9.5% during the financial crisis, the contraction
during the pandemic was much larger, at 20% in 2020. ' Despite these setbacks,
services accounted for 27.2% of global trade in 2024, the highest share since 2005,
as per WTO.2 Future shocks like geo-political tensions or growing protectionism
can adversely impact services trade while technological development, reforms and
liberalisation and new business models will be the key drivers.

Services are broadly traded through four Modes (se¢ Figure 3.1 for the definition).
With technological development, Mode 1 (Cross-border supply) has become the
most important mode of export, followed by Mode 3 (FDI) (see Figure 2.2). India’s
services exports have mainly grown in Mode 1 and Mode 3. Although India is a
major proponent of liberalisation in Mode 4, trade through this mode is the lowest
(see Figure 2.2).

Figure 2.2. Global Services Exports from 2012 to 2022 — Mode Wise

18 Federico Ortino, Semices, in REGIONAL TRADE AGREEMENTS AND TRADE IN SERVICES
38-40 (Simon Lester et al. eds., 2015).

19 Global Merchandise Trade Exceeds Pre-COVID-19 Levels, but Services Recovery Falls
Short, UNCTAD (2021), https://unctad.org/news/global-merchandise-trade-exceeds-pre-
covid-19-level-services-recovery-falls-short.

2 World  Trade  Statistis 2024,  WORLD  TRADE  ORGANIZATION  (2024),
https:/ /www.wto.org/english/res_e/statis_e/wotld_trade_statistics_e.htm.
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Source: Trade in Services by Mode of Supply (I1SMOS) dataset, WORLD TRADE
ORGANIZATION.?!

Figure 2.3. India’s Services Exports from 2012 to 2022 — Mode Wise
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2V Trade in Services by Mode of Supply (TISMOS) dataset, WORLD TRADE ORGANIZATION,

https:/ /www.wto.org/english/res_e/statis_e/gstdh_mode_supply_e.htm.
22 Trade in Services by Mode of Supply (TISMOS) dataset, WORLD TRADE ORGANIZATION,

https:/ /www.wto.org/english/res_e/statis_e/gstdh_mode_supply_e.htm.
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A. Indias Trade in Services as a Percentage of the Countrys GDP and Total Trade

India’s trade in services has been growing rapidly over the years. In 2024-25, trade
in services contributed to 33.33% of India’s total trade, an increase from 24.0% in
2014-15. Trade in services as a percentage of GDP increased from 11.68% in 2014
to 14.60% in 2024 (see Table 2.3). While it is still lower compared to the contribution
of the setvices sector to India’s GDP, it's much higher than the world average and
that of countries like China (5.3) and Japan (11.8) in 2024.23 The relatively lower
shate for China and Japan reflects the dominant role of manufacturing and
merchandise exports in their economies, which reduces the proportional
contribution of services trade to total trade and GDP. In contrast, India’s higher
share reflects its strong global presence in knowledge-intensive and digitally
deliverable services such as IT, professional services, and business process
outsourcing, which drive both exports and employment.?*

Table 2.3. Total Services Trade as a percentage of GDP: Example of Select
Countries and the World Average (2014-2024)

Year World India China Japan Korea
2014 12.9 11.7 6.1 7.3 15.3
2015 13.1 11.4 5.8 7.7 14.3
2016 13.1 11.2 5.7 7.2 13.8
2017 13.4 11.1 5.5 7.7 13.3
2018 13.7 12.2 5.4 7.9 13.7
2019 13.9 12.2 5.2 8.4 14.2
2020 11.9 11.9 4.1 7.2 11.8
2021 12.3 12 4.3 7.5 13.5
2022 13.6 14.5 4.5 9 16.2
2023 14.3 14.2 4.7 10.5 16.2
2024 14.1 14.6 5.3 11.8 Not Given

Source: Services, value added (%o of GDP), WORLD BANK?>

India’s trade in services doubled between FY2014-15 and FY2024-25, rising from
USD 239.69 billion to USD 578.46 billion. In 2024, India’s services exports stood at
USD 374.9 billion, growing at a CAGR of 8.48% between 2014-2024, and

2 Services, value added (% of GDP), WORLD BANK,
http://data.wotldbank.org/indicator/NV.SRV.TOTL.ZS.

24 Ranjan K. Dash, The Role of Services Exports in Economic Growth: A Comparative Study of India
and China, 40(3) J. ECON. INTEGRATION 497 (2025); Tao Wang et al., Comparison of Sectoral
Structures Between China and Japan: A Network Perspective, arXiv Papers (2024).

2 Services, value added (% of GDP), WORLD BANK,
http://data.wotldbank.org/indicator/NV.SRV.TOTL.ZS.
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surpassing the growth of both the country’s merchandise export (3.49%) and global
services export (5.26%).20 Services imports reached USD 269.31 billion in 2024,
registering a CAGR of 7.69% over the same period (see Figure 2.4). Throughout this
decade, India maintained a positive trade balance in services, which widened from
USD 28.84 billion in 2014 to 105.59 billion in 2024 (see Figure 2.5). The high share
of services in India’s exports and trade has made it a key sector in India’s
international engagement and trade negotiations, as discussed in Part 3.

26 Based on the author’s calculation using data obtained from the United Nations Conference
on Trade and Development (UNCTAD) database on International Trade in Services.
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Figure 2.4. India’s Services Export and Import (2014-2024)
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Source: UNCTAD Statistics on International Trade in Services, Services (BPM6): Exports
and Imports by Service-Category and Trade Partner, annual (July 25, 2025 )27

Figure 2.5: India’s Total Trade and Trade Balance in Services (USD billion)
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and Imports by Service-Category and Trade Partner, annual (July 25, 2025 )*

27 Statistics on International Trade in Services, Services (BPMG6): Exports and Imports by
Service-Category and  Trade Partner, annual, UNCTAD (July 25, 2025),
https:/ /unctadstat.unctad.org/datacentre/dataviewer/US. TradeServCatByPartner
[hereinafter Services (BPMO)].

281,
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B. India’s Global Ranking and Trade Across Services Sub-sectors

By sub-sectors classified in WTO, India ranks second in Telecommunications,
Computer and Information services, primarily driven by the exports of IT and
Information Technology enabled services. Computer Services is the major
contributor in India’s services trade (see Figure 2.6). Computer services exports
doubled from USD 52.13 billion in 2014 to USD 120.39 billion in 2024, with India
maintaining a positive trade balance.

Figure 2.6. India’s Trade by Services Sub-Sectors (2014 and 2024)

2.6. (a) India’s Services Trade Sub-Sector wise (2014)
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2.6. (b) India’s Services Trade Sub-Sector wise (2024)
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Source: UNCTAD Statistics on International Trade in Services, Services (BPM6): Excports
and Imports by Service-Category and Trade Partner, annunal (July 25, 2025 )%

The Government of India has implemented various policy initiatives such as
developing software technology parks, signing the WTO Information Technology
Agreement (ITA 1) leading to tax free import of computer hardware, etc., that have
enabled the Indian I'T industry to gain a competitive edge in terms of service quality
and price competitiveness. With a large pool of English-speaking skilled manpower,
India has a strength in exports of both ICT and business services. Along with this,
the liberal foreign investment regime has led to inflow of foreign investment and
growth of Global Capability Centres (GCCs). Compared to 2015-16, the number of
GCCs in India have increased by approximately 60% to reach 1580 in 2022-2330 and
is expected to increase to 2400 GCCs by 2030. These GCCs in India have evolved
beyond traditional back-office functions into advanced analytics, innovation, and
Research and Development (R&D) hubs, leveraging the country’s strong analytic
talent base.3!

2 Services (BPMO), supra note 27.

N GCC  4.0:  India  Redefining  the  Globalisation  Blueprint, ~ NASSCOM,
https://nasscom.in/knowledge-centet/publications/gcc-40-india-redefining-globalization-
blueprint.

3 NASSCOM, Technology Sector in India 2023: Strategic Review (2023),
https:/ /nasscom.in/knowledge-center/publications/ technology-sector-india-2023-
strategic-review.
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This transformation of GCCs has had significant spillover effects on other segments
of the services economy, particularly Other Business Services®’, where India has
emerged as the fourth-largest exporter globally.?® The growth in this sub-sector is
driven majorly by business and management consultancy and public relations
services, and engineering services. A survey of 99 multinationals by Deloitte in 2022
reveals that engineering research and development (ER&D) GCCs in India have met
the expectations of their parent organisations. Notably, over 70% of these GCCs
plan to increase their budget allocations for Indian operations by 10-25%, reflecting
growing confidence in India’s capabilities as a business services exporter.

Table 2.4. Top 10 Exporters by Services Sub-Sector and Their Share in Global
Exports (2024)

Sub-Sectors

Telecommunications, .
Other Business . . .
Computer and . Financial Services
R . Services
Information Services
Share in Share in Share in
Country Global Country Global Country Global
Exports Exports Exports
EU 48.23 EU 38.23 EU 33.08
India 9.81 US 12.38 [SN] 24.89
China 8 UK 10.98 UK 16.58
US 7.25 India 7.28 Singapore 6.85
Singapor Hong Kong, 350
UK 4.7 e 5.39 China ’
Israel 2.77 China 5.29 Switzerland 3.43
Singapore 2.46 Japan 2.19 Canada 1.78
Switzetrlan 176
d 1.63 Canada 1.91 Japan '
Canada 1.53 Korea 1.7 India 1.04

32 Other business services cover research and development, professional and management
consulting and technical, trade-related and other business services.

3 Dhirendra Gajbhiye et al., What Drives India’s Services Exports, RBI BULL. ARTICLE 183, 183—
194 (Apr. 2024).
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Switzerla
Korea 1.16 nd 1.54 Korea 0.68
Sub-Sectors
. Insurance and Changes for the Use of
Construction . . . .
Pension Services Intellectual Properties nie
Share in Share in Share in
Country Global Country Global Country Global
Exports Exports Exports
EU 29.16 EU 35.54 EU 37.01
China 28.3 UK 15.51 UsS 30.82
Japan 6.81 US 11.74 Japan 9.4
India 4.59 UAE 10.65 UK 7.35
Switzerla
Korea 4.25 nd 4.82 Switzerland 6.23
Russian 4.06 Singapor 3.94 . 3.57
Federation e Singapore
UK 2.56 Mexico 2.22 China 1.87
US 2.1 India 1.50 Korea 1.7
UAE 2 Turkey 1.22 Canada 1.47
Malaysia 1.69 - Australia 1.14
Sub-Sectors
Transport Travel Personal., Cultural.and
Recreational Services
Share in Share in Share in
Country Global Country Global Country Global
Exports Exports Exports
EU 37.34 EU 29.17 EU 39.46
Singapore 8.73 USA 12.38 UsS 16.54
China 7.58 UK 4.85 UK 6.34
Us 6.89 UAE 4.1 UAE 5.78
UAE 3.23 Turkey 3.24 India 3.67
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UK 2.8 Japan 3.16 Canada 3.54
Korea 2.73 Australia 2.98 Singapore 2.84
Turkey 2.69 Canada 2.87 Korea 2.02
Hong

Kong, 2.41 Thailand 2.45 China 1.96
China

. Saudi
India 2.25 Arabia 2.35 - -

Source: World Trade Statistics, WORLD TRADE ORGANIZATION (Dec. 19, 2025 4

Focusing on Financial services, while India is ranked among the top ten exporters,
the international market for financial services remains heavily dominated in the US,
the UK, Hong Kong, China and Singapore. These countries host the world’s leading
international financial centres, which serve as hubs for cross-border banking, capital
markets, asset management and insurance services.’> According to the Global
Financial Centres Index (GFCI 38), New York and London continue to occupy the
top two positions globally, reflecting their mature financial ecosystems, strong legal
and regulatory frameworks. Singapore ranks among the top five global financial
centres, underscoring its role as Asia’s leading hub for wealth management, trade
finance and cross-border financial intermediation. In contrast, India’s finance hub,
GIFT City, ranks 43 out of 120 centres in the GFCI 38, indicating that it is still in
an eatly stage of global integration compared with established centres.3

In construction services, while India is the fourth largest exporter, China and Japan
occupy a stronger position than India. China’s advantage in construction services
stems from decades of rapid urbanisation, sustained government-led infrastructure
investment, and the global reach of its firms through overseas infrastructure
projects. China’s Belt and Road Initiative (BRI), a large-scale global infrastructure
and connectivity programme spanning Asia, Europe, and Africa, has enabled
Chinese firms to undertake transport, energy and urban infrastructure projects
abroad. Japan’s strength, in contrast, is supported by government-backed
frameworks such as the Partnership for Quality Infrastructure (PQI) and the
Expanded Partnership for Quality Infrastructure, which promote high-quality,
technology-intensive infrastructure exports and support Japanese construction firms

3% World Trade Statistics 2024, WORLD TRADE ORGANIZATION (Dec. 19, 2025),
https:/ /www.wto.org/english/res_e/statis_e/world_trade_statistics_e.htm.

3 Jiri Podpiera, Barriers to Trade in Financial and Insurance Services (IMF Working Paper No.
2021/260, 2021).

3 Global Financial Centres Index 38, Z/YEN GRP. (2025),
https:/ /www.longfinance.net/programmes/ financial-centre-futures/global-financial-
centres-index/gfci-38-explore-the-data/gfci-38-rank/.
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in overseas markets.’” However, India’s presence in traditional services sectors such
as transport services, travel services and tourism services remains modest.

Among the top exporters of transport services, the EU, Singapore, China, and Hong
Kong lead the global market. China has invested heavily in ports, railways, and air
transport, creating a dense and modern logistics network, while Singapore leverages
its strategic location and a seamless “one-stop” electronic customs system
(TradeNet) to facilitate fast and reliable trade. These countries are actively adopting
digital and smart logistics technologies, such as intelligent warechousing, automated
sorting, tracking systems, and logistics internet platforms, which improve efficiency,
reduce costs, and enhance timeliness.?® Countries like Singapore have become travel
and transhipment hubs. Unlike them, India has not been able to develop a
transhipment hub.

With a rank of 38 in 2023, India lagged behind Singapore (rank 1), Hong Kong,
China (rank 10) China (rank 19), Malaysia (rank 26) and Thailand (rank 34) in India’s
Logistics Performance Index (LPI). While initiatives such as the PM Gati Shakti
National Master Plan and the National Logistics Policy have helped to improve
logistics performance, persistent gaps in port efficiency, turnaround time, and
multimodal integration continue to constrain the competitiveness of India’s
transport exports and limit its ability to fully leverage global trade opportunities.

In travel and tourism, the Association of Southeast Asian Nations (ASEAN)
countries has been able to create a niche for themselves (see Table 2.5). In 2024, India
received only 9.52 million international tourist arrivals,® compared with 35.5
million* in Thailand and 25.2 million in Malaysia.*! India is ranked 39t among 119
countries in the Travel and Tourism Development Index (TTDI) 2024, while the
topmost ranks are of the US and Spain. ASEAN countries like Singapore (13t%),
Indonesia (2209) and Malaysia (35%) are ahead of India. With a rich cultural heritage,

37 Juichi Inada, Japanese and Chinese Competition and Cooperation in Infrastructure Development in
Asia, in EXAMINING THE BELT AND ROAD INITIATIVE (BRI): CHINA’S IMPACT ON THE
INTERNATIONAL DEVELOPMENT ASSISTANCE REGIME 75 (2025).

38 Xie Yifan, Comparison of Logistics Level Between China and ASEAN, 7(3) ]J. ECON. & MGMT.
SCL 64 (2024).

3 India Tourism Data Compendium: Key Highlights 2024, MINISTRY OF TOURISM, GOV’T OF
INDIA (2025),
https:/ /toutism.gov.in/sites/default/files /202502 /India%20Toutism%20Data%20Compe
ndium?%020key%020highlights%202024.pdf.

40 Thailand Welcomes 35.5 Million Foreign Tourists in 2024, PUBLIC RELATIONS DEPARTMENT,
Gov’t OF THAL (2025),
https://thailand.ptd.go.th/en/content/ category/detail /id /52/iid /353158.

N Tourism Statistics, TOURISM MALAYSIA, (2025), https://data.toutism.gov.my.
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topography and good quality healthcare system, India has the potential to attract
tourists, which presently is low.

Table 2.5. International Tourist Arrivals and Tourism Receipts by Country of
Destination

International Tourist Arrivals International Tourism Receipts
Countr (In ‘000s) (In USD Million)
y
2019 282 2(1)2 2022 | 2023 | 2019 | 2020 222 2022 | 2023

Thailan | 39,91 | 6,72 | 511 | 11,60 | 28,15 | 59,18 | 13,40 | 5,13 [ 14,87 | 29,70
d 6 5 5 0 0 3 4 4 8
Malaysi | 26,10 | 4,33 | 135 | 10,07 | 20,14 | 19,82 | 2,974 | 78 6,520 | 14,91
a 1 3 1 2 9 8
Vietna | 18,00 | 3,83 [ 157 | 3,661 | 12,60 [ 11,79 | 2,500 | 149 | 3,841 | 9220
m 9 7 2 2 0
Maldive | 1,703 | 555 | 1,32 | 1,675 | 1,897 | 3,157 | 1,398 [ 3,50 | 4,998 | 4,230
S 2 8
Singapo | 15,11 | 2,08 | 325 | 5,344 | - 20,34 | 5,443 | 4,01 | 11,39 | 21,06
re 9 6 4 6 6 7
Indi 1791 | 6,33 | 7,01 | 1,433 | 14,30 | 30,72 | 13,03 | 8,65 | 21,36 | 32,20

SR 7 o o 0 0 6 0o o 9

Source: World Tourism Organization (2024), International Tourism Highlights, 2024 Edition,
November 2024, UN Tourism, Madrid.*>

Despite a strong knowledge base, exports of R&D and IP-related services from
India is low. Countries like the EU members states, the US, China and Japan lead in
exporting charges for the use of intellectual property because they generate
significant global IP through patented technologies, trademarks and proprietary
software/licensing (se¢ Table 2.6).

82 International Tourism Highlights, 2024 Edition, WORLD TOURISM ORGANIZATION (2024),
November 2024, UN Toutism, Madrid, https://doi.org/10.18111/9789284425808.
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Table 2.6: Global Innovation Index Rankings (2025)

Rank Country

—_

Switzerland
Sweden
US
Republic of Korea
Singapore
United Kingdom
Finland
Netherlands

N e o =) G L N G R \)

Denmark
China
38 India
Source: World Intellectual Property Organization (WIPO), Global Innovation Index 20254

—
o

Note: The Global Innovation Index (GII) 2025 ranks the most innovative
economies and reveals the world's top 100 innovation clusters.

1. India and its Trade in Digitally Delivered Services

The mode of delivery of services is undergoing a major transformation driven by
rapid digitalisation. Increasingly, services that once required the physical presence of
providers and consumers, such as education, healthcare, design, consulting, or legal
services, can now be delivered seamlessly across borders through digital means.
These Digitally Delivered Services (hereinafter DDS),# also referred to as Mode 1

4 Global Innovation Index, WORLD INTELLECTUAL PROPERTY ORGANIZATION (2025),
https:/ /www.wipo.int/web-publications/global-innovation-index
2025/assets/80937/2000EN%20Global%20Innovation%20Index%202025%20-
%20Full%20-%20v8.pdf.

# IMF, OECD, UNCTAD & WTO, Handbook on Measuring Digital Trade (2d ed. 2023),
https:/ /unctad.otg/system/ files/non-official-
document/20240227_UNSC_MeasuringDigitalTrade_PresentationHandbookOnMeasurin
gDigitalTrade_en.pdf (“Digitally delivered trade” is defined as “all international trade
transactions that are delivered remotely over computer networks”. Digitally delivered trade
can only cover services, such as Mode 1 or cross-border services trade).



Special Issue, 2025] Services Sector in India 23

trade (see Part 3.A), have become the fastest-growing component of global services
trade, accounting for more than half of total services exports. The growing
importance of DDS reflects a structural shift in international trade dynamics—where
digital connectivity, rather than physical proximity, defines competitiveness. For
countries like India, with its strong IT base and skilled workforce, DDS represents
a key driver of future export growth and a cornerstone for sustaining leadership in
global services trade.

India was the fifth largest exporter of DDS in 2024 after the US, the UK, Ireland
and Germany and ahead of countries like China, Singapore and the Netherlands.
Notably, India’s DDS export growth rate between 2015 and 2024 outpaced not only
the global average but also that of major regions like North America, the European
Union, and Africa (see Figure 2.7).

Figure 2.7. The Growth Rate of DDS Exports — India, Select Regions, and
the World (2015-2024)
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Source: Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July
2025

The exports have seen a double-digit growth since 2020 (se¢ Table 2.7) and have
increased more than eightfold between 2014 and 2024. Further, India has remained
a net exporter of DDS during this period (see Figure 2.8).

4 Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July 2025),
https:/ /www.wto.org/english/res_e/statis_e/gstdh_digital_services_e.htm.
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Table 2.7: Exports in value and growth of DDS in India

Value of Exports Growth Rate
Year

(in USD Billion) (in percentage)
2020 144 16
2021 173 20
2022 219 27
2023 250 14
2024 275 10

Source: Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July
2025).

Figure 2.8. India’s Exports, Imports and Net Exports of Digitally Delivered
Services from 2014 to 2024 (in USD million)
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Source: Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July
2025).46

46 Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July 2025),
https:/ /www.wto.org/english/res_e/statis_e/gstdh_digital services_e.htm.
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In 2024, amongst the DDS, other business services had the highest share (53.6% of
India’s total DDS exportts),*” accounting for 7.71% of the total world exports of
these services. This was followed by computer services (39.3% of India’s total DDS
exports), accounting for 10.65% of the total world exports of these services, and
exports of financial services (2.9% of India’s total DDS exports), with a share of
1.04% in world exports of the same (se¢ Table 2.8 for details). India is currently one
of the largest exporters of DDS as per the data provided by the WTO and is
expected to maintain this position in the future, with the Government of India
undertaking multiple initiatives to strengthen the country’s digital economy, such as
the Open Network for Digital Commerce (ONDC), Aadhar (Aadhaar Unique
Identification Authority of India), and the United Payments Interface (UPI). These
are parts of the digital public infrastructure (DPI) that India is keen to export to
other countries.

Table 2.8. India’s DDS Exports — Share in India’s and World’s Total Exports
(percentage)

Share in India’s Share in World’s

Services Sectors Total Exports Total Exports

Other business services 53.6 7.71
Computer services 39.3 10.65
Financial services 2.9 1.04
Personal, cultural & recreational 1.3 3.79
services

Insurance & pension services 1.3 1.50
Telecommunications services 0.8 2.02
Charges for the use of intellectual 0.6 0.31

property n.i.e.

Information services 0.1 0.52

Source: Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July
20258

47 Other business services cover research and development, professional and management
consulting and technical, trade-related and other business services.

4 Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July 2025),
https:/ /www.wto.org/english/res_e/statis_e/gstdh_digital_services_e.htm.
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Building on the sub-sector analysis of India’s services trade, it becomes evident that
India’s comparative strengths lie in digitally deliverable services such as other
business services and computer services. In this context, the next part, highlights
how these sectoral advantages translate into demand across different partner
countries and where India’s services exports are concentrated globally.

2. India’s Bilateral Trade in Services

While the Reserve Bank of India (RBI) does not publish data on India’s bilateral
trade in services with individual partner countries, the Balanced Trade in Services
(BaTiS) dataset, developed jointly by the Organisation for Economic Co-operation
and Development (OECD) and WTO, provides comprehensive estimates of
international trade in services for over 200 reporting economies and their partners
for the period 2005-2023. According to the latest available BaTiS data, India’s top
three export destinations for services are the US (20.4%), driven largely by demand
for high-skilled IT and professional services; followed by the UK (9%) and
Singapore (5.3%). Collectively, India’s top five export destinations, the US, the UK,
Singapore, Germany, and China, account for 42.6% of India’s total services exports,
while the top ten destinations together account for 56.9% (see Table 2.9). The US,
the UK and the EU are the top export markets for services.

Table 2.9. India’s Bilateral Trade in Setvices (2023)

Country Value (USD Million) Share in Total Exports

us 44851.77 20.4
UK 19800.14 9

Singapore 11726.68 5.3
Germany 9507.25 4.3
China 7978.96 3.6
Hong Kong, China 7593.54 3.5
Netherlands 6356.74 2.9
Switzerland 6170.23 2.8
UAE 5782.53 2.6
Australia 5397.81 2.5

Source: Digitally delivered services trade dataset, WORLD TRADE ORGANIZATION (July
2025)
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Note: Given that the BaTiS database reports only the top forty partner economies
and not all EU Member States individually, complete data for each EU country is
unavailable. However, based on the available figures for Germany, the Netherlands,
and other EU economies, the EU collectively emerges as the second-largest export
destination for India’s services after the US

Apart from China, India has signed or is in the process of negotiating trade
agreements with other countries. This is discussed in detail in Part III.

C.  Indiaks Competitiveness in Services Trade — Revealed Comparative Adyantage
To understand the pattern of India’s services trade specialisation, and to find

whether the sector (in India) is globally competitive, a revealed comparative
advantage (RCA) using Balassa’s index (1965) has been used (see Box 2.1 for details).

Box 2.1: About Revealed Comparative Advantage (RCA)

e RCA (Balassa, 1965) is the ratio of a sectot's shate in a country’s exports
to the same sectot's share in world exports.

e  Bilateral RCA between two countries is a slightly modified version of
RCA, which considers the export destination of the first country as the
denominator of the ratio instead of the world.

e A value of RCA > 1 in a sector means that the concerned country has a
revealed comparative advantage in that sector.

e  Value of RCA < 1 in a sector means that the country has a revealed
comparative disadvantage in that sector.

Table 2.10 shows that India has a comparative advantage in sectors such as computer
services (2.64), other business services (1.72) and construction (1.08). India does not
have a competitive advantage in traditional service sectors such as travel (0.48) and
transportation (0.53), and others such as telecommunications (0.48) and financial
services (0.24) (also see Table 2.4). The RCAs reflects India’s exports and global
ranking in different sub-sectors of exports.
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Table 2.10. India’s RCA in Services Exports

Service Sector 2018 2023 2024
Computer 331 269 204
Construction 0.82 0.86 1.08
Financial 031 029 024
Goods Related 0.06 0.14 0.11
Insurance & Pension 0.51 035 0.35
Other# 137 134 135
Other Business® 142 1.67 1.72
Personal, cultural & recreational 0.64 0.83 0.87
Telecommunications 0.75 1.14 0.48
Transport 055 0.51 053
Travel 0.59 0.50 0.48

Source: Based on Authors Calculations.

The RCA along with trade flows underscore the need for targeted policy and trade
strategies to consolidate existing strengths and improve competitiveness in lagging
sectors. In this context trade agreements—whether bilateral, regional, or multilateral
- offer a critical mechanism for India to secure better market access, pre-empt
protectionism, secure setvice providers from future protectionism/discriminatory
measures, and strategically enhance its position in global services trade. The next
part focuses on liberalising services through trade agreements.

III. LIBERALISING SERVICES THROUGH TRADE AGREEMENTS
Given the importance of the services sector in India’s economic growth, FDI

inflows and trade, the sector is a key component of India’s trade agreements. In this
context, this part presents India’s evolving approach to liberalising its services sector

4 Others include Construction, Insurance and Pension Services, Financial Services, Charges
for the use of Intellectual Property, Telecommunications, Computer and Information
Services, Other Business Services, Personal, Cultural and Recreational Services, Government
Goods and Services, and Services Not Allocated.

50 Other Business Services cover research and development, professional and management
consulting, technical, trade-related and other business services.
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through multilateral, bilateral, and regional trade agreements. It traces India’s
engagement from the WTO’s General Agreement on Trade in Services (GATS) in
1995 to its current bilateral and regional trade agreements. It also covers mobility
and visa policies under select trade agreements, including Mutual Recognition
Agreements (MRAs) and visa-on-arrival schemes. Finally, it highlights emerging
negotiations with the UK, the EU, Australia, and the US, focusing on expanding
services exports, facilitating Mode 4 mobility, and securing regulatory commitments.

A. India and the WTO%s GATS

Services became a part of the multilateral trade negotiations with the introduction
of GATS in 1995 during the Uruguay Round of the WTO negotiations. The GATS
classifies the services trade under four different modes (see Figure 3.1).

During the Uruguay Round, India initially opposed the inclusion of services in the
WTO obligation. India’s commitment in that round was fairly limited both in terms
of sectors covered and modes of delivery. It did not cover several important sectors
such as energy, distribution, education services, etc. Within the sectors covered, the
country did not schedule commitments in many important subsectors. For example,
India did not undertake commitments in accountancy, legal, or architectural services
under the business services sector, mainly because of FDI restrictions or domestic
sensitivities. Modes 1 and 2 were kept unbound for most sectors, and Mode 3 was
partially opened up with certain restrictions, such as foreign equity limitations. In
Mode 4, India did not make any sector-specific commitments; the horizontal
commitments were subject to conditions and limited to higher skill
level/professional manpower mobility only.>!

Overall, the level of commitments of developing countries in the round was much
lower in comparison to that of developed countries, and commitments were limited
to ot below the then autonomous regime of the countries. For example, India’s
commitments in Mode 3 (FDI inflows) and Mode 1 were lower than the then
domestic regime. This is mainly because trading partners, the developed countries,
did not open up the sectors and modes (especially mode 4) of India’s export interest,
and to protect the domestic market. Further, the unwillingness of developing
countries like India to open their domestic markets made their demand for labour
mobility even more difficult to sustain.

The Uruguay Round ended in 1994 and achieved limited liberalisation. The Round
concluded with 96 member countries making commitments in the services sector.

51 Horizontal commitments refer to limitations or undertakings that apply across all sectors
listed in a member’s schedule. These typically relate to specific modes of supply, particularly
commercial presence (Mode 3) and the movement of natural persons (Mode 4).
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Negotiations in four sectors — telecommunication services, financial services,
maritime transport and movement of natural persons continued beyond the Uruguay
Round. The most significant liberalisation, including future reform, by the majority
of members was undertaken in the telecommunications sector. The negotiations also
led to the additional commitments (Article XVIII) on six regulatory principles based
on the Reference Paper.

Figure 3.1. Classification of Services under GATS
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Cross Border Supply

*Refers to the delivery of services across countries.

*For example, the cross-country movement of passengers and
freight, electronic delivery of information and data, etc.

Consumption Abroad

*Refers to the physical movement of the consumer of the
service to the location where the service is provided and
consumed.

*For example, Training , use of machinery in foreign country,

Commetrcial Presence

*Refers to the establishment of foreig affiliates and subsidiaries
of foreign service companies, joint ventures, partnerships,
representative offices and branches.

*It is analogous to foreign direct investment in services.

Movement of Natural Persons

*Refers to natural persons who are themselves service suppliers,
as well as natural persons who are employees of service
suppliers temporarily present in the other Member’s market to
provide services.

Source: Compiled by the Authors.

Over the years, India has significantly liberalised FDI in services and Mode 1
outsourcing became a core component of the country’s services exports. This is also
reflected in its negotiating position. As opposed to its stand in the Uruguay Round,
India actively participated in the Doha Round of negotiations (launched in the Doha
Ministerial Declaration of November 2001), with a core focus to push for Mode 4
liberalisation. However, India continued to offer less than the autonomous
liberalisation/domestic regime for FDI and Mode 1. The Doha Round started with
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a ‘request-offer approach’ where India made a request to 60 countries to liberalise
sectors such as architecture, tourism, health, audio-visual, maritime transport and
computer-related services, with particular focus on facilitating movement of
professionals under Mode 4. Precisely, India asked for full commitment with respect
to the movement of independent professionals, delinked from the requirement to
have a commercial presence. It also requested its trading partners to put in place a
visa system to ensure fulfilment of the horizontal and sectoral commitments
undertaken, grant multiple entry visa for professionals, allow inter-firm labour
mobility, remove economic needs tests (ENT) and other necessity tests for
employment of foreigners, extend the duration of stay, remove discriminatory taxes
on foreign service providers and remove quantitative restrictions or quotas (as is
imposed by some countries such as the US) on movement of professionals, among
others. India also requested additional commitments on mutual recognition of
qualifications, training and experiences and licenses to practice.

India also received requests from around 25 countries, both developed and
developing countries, to further liberalise sectors such as distribution,
telecommunication, energy, environmental, financial, educational, and business
services®?. The request focused on the removal of FDI restrictions, transparency in
domestic regulation and removal of restrictions on the form of entity, among others.

India’s Initial Offer under the Doha Round, however, was limited in scope and did
not bind even those sectors that were already liberalised domestically. Subsequently,
India adopted a more proactive approach and, in August 2005, submitted a Revised
Offer to the WTO—widely recognised as one of the strongest among member
countries. The Revised Offer expanded India’s commitments to several new sectors,
such as professional services (including architectural, engineering, and medical and
dental services), distribution services, and air transport services, while also enhancing
commitments in computer-related and telecommunications services. Furthermore,
in sectors where market access was granted, India extended national treatment,
ensuring that foreign service providers would receive the same treatment as
domestic firms. Notably, the Offer was made subject to reciprocal commitments
from India’s trading partners in Modes 1 and 2 and Mode 4. While developed
country markets, like the US or the UK were fairly liberalised in terms of Modes 1
and 2, there were many barriers to movement of professionals or Mode 4, which
India wanted to be removed. The trade partners showed inflexibility to liberalise
Mode 4, leading India to over emphasises on Mode 4 liberalisation.>3 Focusing on
India’s bargaining strategy, while the Revised Offer represented a significant

52 Arpita Mukhetjee, India and the Service Negotiation in the Doba Round, 4(2) TRANSACTIONAL
CORP. REV. 41, 44 — 45(2012).

53 Rupa Chanda, Trade in Services and South Asia: An Aggressive Agenda, SOUTH ASIAN Y.B.
TRADE & DEV. 105 (2005).
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improvement over both the Uruguay Round commitments and India’s Initial Offer,
it fell short of the country’s existing autonomous liberalisation, leaving less room for
negotiations and highlighting the need to bind the domestic regime or give a forward
looking commitments of future liberalisation to negotiate for greater market access
in areas like Mode 4. This is because, to liberalise Mode 4, India’s key trade pattners
would have to initiate domestic reforms in labour mobility policies, which they were
unwilling to do unless India allowed access in sectors of their interest, like audio-
visual services or retail.

The Doha Round did not progress due to multiple reasons, including a lack of
consensus on agriculture. Given the slow progress and dissatisfaction among WTO
members regarding the level of commitments and the request-offer process, the
Hong Kong Ministerial Declaration of the Doha Round introduced plurilateral
negotiations in services to complement the bilateral request-offer process. In
plurilateral negotiations, a group of countries, ‘the demanders’, would make requests
to another group, the ‘target countries or recipients.” A unique feature of these
negotiations was that the plurilateral groups were mixed groups with both developed
and developing countries forming the requesting and target groups. There were a
few exceptions, such as in the case of Mode 4, where developing countries including
India, formed the requesting group, and the target group was developed countries.

Two rounds of plurilateral talks were held in early 20006. India actively participated
in the rounds and co-sponsored collective requests in service sectors such as
accounting services, architecture, engineering and integrated engineering services,
audio-visual services, computer-related services, construction services, distribution
services, energy services, environmental services, financial services, legal services,
logistics, maritime transport, postal and courier services (including express delivery),
private education, services related to agriculture, telecommunications, and tourism.
It continued to stress Mode 4 liberalisation.>*

Despite 21 plurilateral requests covering 17 sectors and 4 modes of supply being
discussed through multiple rounds, stalemates in agriculture and non-agricultural
market access negotiations stalled progress in services negotiations. Developed
countries, particulatly the US, strongly resisted commitments on Mode 4, despite
having agreed to a quota of 65,000 H-1B visas during the Uruguay Round, and
instead focused on liberalising Modes 3 and 1. While India continued to advocate
for Mode 4, Indian companies and policymakers did not anticipate the rise of

% World  Trade  Report, 207117,  WORLD  TRADE  ORGANIZATION  (2011),
https:/ /www.wto.org/english/res_e/booksp_e/antep_e/wotld_trade_reportl1_e.pdf.

5% T1.F.FERGUSSON, CONG. RSCH SERV. RI32060, WORLD TRADE ORGANIZATION
NEGOTIATIONS: THE DOHA DEVELOPMENT AGENDA 13-14 (2012) [hereinafter
Fergusson].



34 Trade, Law and Development [Vol. 17: 1

protectionist measures on Mode 1, which by that time had become a far larger
contributor to services export revenues than Mode 4. The stalemate of plurilateral
negotiations in services was formally acknowledged at the 8th WTO Ministerial
Conference held in Geneva, Switzetrland, in December 2011. The US and Australia
then proposed a stand-alone agreement in services, calling it the International
Services Agreement, while the European Union (EU) preferred to frame it as a
plurilateral agreement on trade in services, maintaining a formal link to the Doha
Process and the WTO structure.>

This led to the launch of Trade in Service Agreement (hereinafter TiSA) negotiations
in March 2013 involving 23 countries (counting the EU as one).57 TiSA aimed to
achieve liberalisation in trade in services beyond the 1995 GATS, with the intention
of eventual multilateralisation through WTO incorporation. It was built on GATS
principles by negotiating limitations on market access and national treatment, while
addressing newer issues such as cross-border data flows and the emerging service
sector. However, India, along with Brazil and China, did not join TiSA, preferring
to pursue its interest within the multilateral Doha framework, where Mode 4
remained central to its negotiating position.>8

The WTO members who joined during the Doha Round, like China, which acceded
in December 2001, were asked by the US and other key exporters to liberalise
substantially beyond their then domestic regime. China made substantive market
access commitments on both goods and services. China agreed to lower the overall
tariff from 43% before accession to just 10% by 2005, one of the lowest worldwide
at that time and undertook extensive commitments covering over 100 out of 160
services sectors in the W /1205, which was described as “the most radical services
reform programme negotiated in the WTO”.%0 Beyond market access, China also
accepted tailor-made WTO-plus obligations, such as stricter transparency and
regulatory disciplines, and WTO-minus rights involving reduced entitlements,
particularly in trade remedies, making it easier for others to apply safeguard measures

56 Resolution on the State of Play of the World Trade Organization’s Doha Development
Agenda in Advance of the 10th Ministerial Conference, EUR. PARL. DOC. 2015/2632(RSP),
2017 OJ. (C366/13) (2015) [heteinafter USTR Report 2025].

57 The EU, Australia, Canada, Chile, Chinese Taipei, Colombia, Costa Rica, Hong Kong,
Iceland, Israel, Japan, Liechtenstein, Mauritius, Mexico, New Zealand, Norway, Pakistan,
Panama, Peru, Republic of Korea, Switzerland, Turkey, and the US

58 Fergusson, supra note 55.

3 WTO Sectetartiat, Services Sectoral Classification List, WTO Doc. MIN.GNS/W /120 (July
10, 1991).

0 Aaditya Mattoo, China’s Accession to the World Trade Organization: The Services Dimension (World
Bank Pol’y Rsch., Working Paper No. 2932, 2002).
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against Chinese exports®!. Unfortunately, no country realised at that time that trade
remedial measures were not present in case of services. There is no discipline on
subsidies in services, unlike in the case of trade in goods agreement or General

Agreement on Tariffs and Trade (GATT).

The radical services reform that China undertook to enter the WTO made it a top
services exporter. From being the 9thlargest services exporter in 2005, China became
the 5% largest services exporter in the world in 2024 — accounting for 5.07% of
global services exports.52 In comparison, India’s rank remained the same in 2014 and
in 2024 (8th largest exporter). This clearly shows that liberalisation commitments
can translate into sustained competitiveness and enhance a country’s share in
services trade.

B. Proliferation of Bilateral and Regional Agreements Encompassing Services

The slow progress in the Doha Round led to the proliferation of comprehensive
trade agreements, encompassing services. Before 2000, there were only 83 Regional
Trade Agreements (RTAs)/FT'As % and most of them focused only on liberalisation
of trade in goods.* Since 2000, there has been a significant surge in RTAs/FTAs,
and as of August 2025, 375 agreements were in force, of which 213 covered
services,% as notified under GATS Article V.% Though there were comprehensive
free trade agreements ecatlier, for instance, the North American Free Trade
Agreement (NAFTA), which was signed between the US, Canada and Mexico, but
during the Doha Round of negotiations, services became an integral part of many
trade agreements.

While the older RTAs/FTAs primatily addressed tariff liberalisation and associated
rules such as trade remedies, standards, and rules of origin, there has been a notable
shift towards the inclusion of services liberalisation and regulatory commitments
after 2000.6" The New Age Trade Agreements, as they are called, along with services,
cover investment, competition policy, intellectual property rights, electronic

oV H. Gao, WTO Reform and China: Defining or Defiling the Multilateral Trading System?, 62 HARV.
INT'L.LJ. 1,10 <11 (2021).

2 World  Trade  Statistics 2024,  WORLD  TRADE  ORGANIZATION  (2024),
https:/ /www.wto.org/english/res_e/statis_e/wotld_trade_statistics_e.htm.

0 Regional  Trade — Agreements — Database, ~WORLD  TRADE  ORGANIZATION,
https://ttais.wto.org/UI/PublicMaintainR TAHome.aspx.

4 Pierre Sauvé & Anirudh Shingal, Reflections on the Preferential Liberalization of Services Trade,
45(5) J. WORLD TRADE 953 (2011).

65 14

% Regional  Trade — Agreements 2025,  WORLD  TRADE  ORGANIZATION,
https:/ /www.wto.org/english/ tratop_e/region_e/region_e.htm.

67 4.
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commerce, environmental measures, and labour standards, reflecting a move
towards comprehensive integration. Several studies by international organisations,
such as the Wotld Bank,’ distinguish between “shallow” RTAs/FTAs, which focus
on tariffs and other border measures, and “deep” RTAs/FTAs, which also include
policy areas affecting trade and investment in goods and services, as well as including
behind-the-border regulations. The presence of developing countries in the list of
top 10 services exporters also led to a change in the design of the trade agreements,
with countries like India pushing for a separate Mode 4 chapter.

Regarding the design of the FT'As covering services, the US and the EU trade
agreements were the most comprehensive ones, going beyond market access
liberalisation, and secking regulatory commitments in services. They also had a more
comprehensive coverage of the services sector. For example, the GATS followed a
hybrid model,® with a positive list approach,’ for selecting sectors and a negative
list approach’ for market access and national treatment barriers. The US adopted a
negative-list approach for more comprehensive coverage of services sectors in its
FTAs for trade in services and investment chapters, following the NAFTA model.
The EU uses a flexible strategy of adopting positive, negative, or hybrid approaches
depending on the partner. It uses a positive list for services and a negative list for
investment with Eastern European partners such as Armenia, Moldova, Georgia,
and Ukraine™. In some FTAs, the EU changed the format to Mode-wise
commitments because Mode 3 of services and investment chapter had overlaps.
Countries concluding FTAs with the US with a negative list approach in services
include Australia, Bahrain, Canada, Chile, Colombia, Costa Rica, Dominican
Republic, El Salvador, Guatemala, Honduras, Republic of Korea, Mexico, Morocco,
Nicaragua, Oman, Panama, Peru, and Singapore. In the case of the EU, eatly
agreements with Mexico and Chile followed the positive list model, while later
agreements with Mexico, Chile, and developed partners such as Canada, Japan, and,

o8 Regional Trade Agreements, WORLD BANK GROUP,
https:/ /www.wotldbank.otg/en/topic/regional-integration/brief/ regional-trade-
agreements.

9 This combines elements of both approaches. For example, under GATS, countries use a
positive list to commit to specific sectors while listing non-conforming measures in those
sectors negatively.

0 Countries specify the sectors, sub-sectors, and modes of supply in services where they
commit to liberalisation. Obligations apply only to the areas listed in the schedule, and
unlisted sectors remain outside the agreement.

" Countries accept general liberalisation obligations, but list measures or sectors to which
these obligations do not apply. In this approach, all areas are liberalised by default except
those explicitly listed.

72 R. Zhang & C. Sasanabanchaku, Means of Liberalization and Beyond: Understanding Scheduling
Approaches in Services Trade Agreements 17-21 (WTO Staff Working Paper No. ERSD-2022-13,
2022).
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more recently, the UK, shifted to the negative list with standstill,”® and ratchet
mechanisms.” Thus, provisions to lock future reforms and clarity on the list of
reservations are now key components of trade agreements encompassing services.
This is important as the services sector classifications are undergoing changes, and
so are the modes of services delivery (see Part 1 A).

C. India’s Bilateral Trade Agreements Covering Services

The first comprehensive trade agreement that India signed encompassing services
was with Singapore — the India—Singapore Comprehensive Economic Cooperation
Agreement (CECA) signed on June 29, 2005. Services have since then become a part
of many trade agreements (se¢e Table A.1 in Annexure 1). When India began
negotiating trade agreements under its “Look East Policy”, it soon realised that, as a
high-tariff economy, the gains from trade in goods would be limited. In goods
negotiations, India often had to offer greater liberalisation than it received in return,
resulting in a widening trade deficit. However, a more balanced outcome could be
achieved by securing greater market access in services, where India held a
comparative advantage. The delay India faced in initiating and concluding services
agreements with the ASEAN and the South Asian Association for Regional
Cooperation (SAARC), after having already signed trade-in-goods agreements with
these regional blocs, further reaffirmed the need for India to pursue comprehensive
trade agreements encompassing trade in goods, services, and investment, rather than
standalone arrangements.

In none of these agreements, have commitments been given by India or sought from
its trade partners beyond the autonomous regime. Commitments undertaken by
partners like Singapore, Australia, Republic of Korea, Japan and Chile are
comparatively deeper in their FT'As with the US, the EU and the Regional
Comprehensive Economic Partnership (RCEP) partners than those with India.
However, over the years, the number of sub-sectors for which commitments have
been offered has increased (see Table A.1 in Annexure 1). India has majorly followed
a GATS-style positive listing approach in scheduling services commitments and has
used separate annexes for sensitive sectors such as telecommunications and financial
services.

73 A standstill obligation requires the parties to list reservations or non-conforming measures
that exist at the time of scheduling so that commitments are bound based on the existing
regulatory environment.

4 A ratchet provision locks in future liberalisation by requiring that any subsequent unilateral
liberalisation become the new binding under the RTA, provided that it does not decrease the
degree of openness as it existed immediately prior to the amendment.
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Focusing on the FTAs, the first comprehensive agreement encompassing services
— the India-Singapore CECA was based on the positive listing of sectors and
followed a request-offer approach like GATS. India made commitments in nine
sectors, while Singapore made commitments in twelve. Although India’s CECA
commitments were more ambitious than its revised WT'O offer, they were still below
the level of its unilateral/autonomous liberalisation. In its Comprehensive
Economic Partnership Trade Agreement (CEPA) with the Republic of Korea, India
had a positive list for the services chapter and a negative list for the investment
chapter, with the agreement explicitly stating that in case of any discrepancy, the
services chapter will prevail.”® The commitment in this agreement was also below
the level of autonomous liberalisation and had limited sector and sub-sector
coverage, as in the case of Singapore.

In contrast to these agreements, India’s approach in more recent FT'As reflects a
noticeable shift. While Mode 4 continues to remain important, India has shown a
greater willingness to make and seeck commitments in more service sectors and sub-
sectors and across more modes, especially under Mode 1, for digitally delivered
services. India supports cross-border data flows to enable digital trade, and at the
same time, it also preserves the right to restrict such flows for legitimate public-
policy objectives, which is cleatly reflected in the provisions made in India—UK
CETA and India-UAE CEPA.7¢

While earlier agreements largely focussed on IT and business services, the recently
signed agreements with Oman,’”” and New Zealand,”® extend coverage to new sectors
like “health, wellness and traditional medicine services” opening significant
opportunities for India’s AYUSH (Ayurveda, Yoga, Naturopathy, Unani, Siddha,
and Homeopathy) sectors, promotes medical value travel, and strengthens
cooperation in traditional healthcare systems, also reflecting an attempt to diversify
India’s services export profile beyond its traditional strengths.

D.  India and Services Liberalisation under Regional Trade Agreements
Services have been covered under India’s regional trade agreements with the

ASEAN and South Asian Association for Regional Cooperation (SAARC). In both
cases, the trade agreements in goods preceded the services agreement.

7514

76 Dr. Sara Kulsoom & Dr. Pritam Banerjee, Realising The Hong Kong Ministerial 1V ision: Towards
Deeper Mode 1 Liberalisation in Trade in Services 13 (Ctr. WTO Stud., Policy Brief No. 17, July
2025).

77 Press Release, Ministry of Commerce & Industry, Govt. of India, India and Oman sign
Comprehensive Economic Partnership Agreement (Dec. 18, 2025).

78 Press Release, PIB Headquatters, India-New Zealand Free Trade Agreement, (Dec. 22, 2025).
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The India ASEAN Trade in Services Agreement (AITISA), which was negotiated as
part of ASEAN India Free Trade Area (AIFTA), aimed to deepen economic
integration between India and the ten ASEAN member states (Brunei, Cambodia,
Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore, Thailand, and
Vietnam). Under this, India offered improved market access and national treatment
to ASEAN service suppliers across a range of sectors, such as business, IT,
communication, construction, education, healthcare, tourism, transport,
environment, and cultural services. It also included provisions for the temporary
entry of various categories of ASEAN professionals into India, facilitating cross-
border mobility. The SAARC Agreement on Trade in Services (SATIS) represented
a major step in expanding South Asian regional cooperation beyond trade in goods
towards the liberalisation and enhancing intra-regional trade in services among the
SAARC member states (Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal,
Pakistan, and Sri Lanka). Using a positive list approach, SATIS allowed each country
to specify the service sectors it was willing to open, along with the terms, conditions,
and limitations applicable. The broad services sub-sectors that were covered in
India’s commitments encompassed business, communication, educational,
distribution, financial, tourism and transport services.” Liberalisation under both
these regional agreements were below the autonomous regime of India and no
significant market access was achieved.

The most comprehensive services discussion between India and South-East and
East Asian countries was under the RCEP framework. After seven years of
negotiations that initially began in 2012, India formally withdrew from this
agreement during the 3rd RCEP Leaders’ Summit in Bangkok on November 4, 2019.
During the period 2011-2019, India initiated comprehensive trade negotiations with
trade partners like the EU and Australia, but these negotiations stalled (the EU in
2013 and Australia in 20106). In contrast, countries like Republic of Korea and
Vietnam, closed their trade deals with the EU and the US and became part of the
RCEP.8 Subsequently, India relaunched trade negotiations with the EU in June
2022. This is likely to be India’s most comprehensive negotiations encompassing
services, where services will not only be covered in the services sector but also in the
digital trade chapter and in other chapters like those related to the labour standards.

7 SAARC Agreement on Trade in Services, gpened for signature Apr. 29, 2010 (entered into
force Dec., 2012).

80 Regional Comprebensive Economic Partnership Agreement, MINISTRY OF TRADE AND INDUSTRY,
SINGAPORE (Oct. 23, 2025), https://www.mti.gov.sg/trade-international-economic-
relations/agreements/ free-trade-agreements-fta/rcep/; United States, Korea Set Date for Entry
Into Force of US—Korea Trade Agreement, OFFICE OF THE US TRADE REPRESENTATIVE (Feb.
21, 2012), https:/ /ustt.gov/about-us/ policy-offices/press-
office/pressteleases/2012/february/united-states-korea-set-date-entry-force-us-korea;
Eutopean Commission Press Release IP/20/1412, EU-Vietnam Trade Agreement Enters
into Force (Jul. 31, 2020).
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The EU seeks to get regulatory commitments in non-trade issues like environment
and labour standards through its trade agreements.

After closing the mini deal with Australia [India—Australia Economic Cooperation
and Trade Agreement (ECTA)], India and Australia are negotiating a comprehensive
trade agreement, India—Australia CECA. The 11th round of negotiations concluded
in August 2025. Notably, India now has some form of trade agreements with all
RCEP members except for China.

E.  Mobility and Visa Policies Under Trade Agreements

Mode 4 or temporary mobility of high-skilled professionals is a core component of
India’s trade agreements. The commitments with respect to Mode 4 are listed under
a separate annex on the Movement of Natural Persons, which specifies the
categories of workers allowed for temporary entry and their stay in the respective
markets. Through these trade agreements, there are two things that India aims to
achieve — Mutual recognition agreements (MRAs) for professional qualifications
and ease of getting work permits and visas.

India has consistently sought MRAs in professions such as engineering, chartered
accountancy, nursing, architecture, and legal services, yet its outcomes have been
limited. As of 2026, the India—Singapore Mutual Recognition Agreement on Nursing
Services (2018) is the only professional MRA concluded by India with any of its FT'A
partners. Operational since 2018, seven Indian institutions and four Singaporean
nursing institutions have been recognised under the MRA.8!

The main reason why these MRAs have remained aspirational rather than
operational is that the earlier trade agreements did not establish time-bound
commitments for their conclusion, and the monitoring process is weak. To address
this issue, in the India—UK CETA, both countries have agreed to identify relevant
bodies in select professional services (nursing, accounting, and architecture) for
discussing MRAs within 12 months of the date of entry into force of the agreement.
Once the professional bodies have been identified and negotiations start, the
agreement says that it should be concluded within 36 months of the date of entry
into force of the agreement. Thus, for the first time, a time-bound agreement has
been drawn for MRAs in select service sectors. Another reason for the slow
progress in MRAs is the lack of initiatives of professional bodies in India and pattner
countries to conclude MRAs. In many countries, professional bodies are

81 Press Release, Ministry of Commerce & Industry, Govt. of India, India Signs Mutnal
Recognition Agreement (MRA) in Nursing with Singapore (June 1, 2018).
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independent of the government and therefore ate not bound by government
decisions.

From the perspective of both the chapter titles and their drafting, the trade
agreements of partner countries can be worth examining, For instance, the chapter
on temporaty mobility in the India—Australia ECTA is titled “T'emporary Movement of
Natural Persons”, whereas under the Australia—UK FTA it is titled “Professional Services
and Recognition of Professional Qualifications”. Thereby, the latter FTA makes a clear
effort to facilitate mobility through the recognition of professional qualifications.
Notably, the Australia-UK FTA includes a dedicated article on the recognition of
professional qualifications, which mentions that “Each Party shall encourage its relevant
bodljes to take into account, as appropriate, plurilateral or multilateral agreements that relate to
professional services in the development of systems for the recognition of professional gualifications”.
Thus, any other agreements that are related to recognition of professional
qualifications, such as the Washington Accord for recognition of engineering
degrees, have also been considered in this agreement. This is missing from India’s
trade agreements.

Focusing on work permits and visa, India’s trade agreements do not have provision
for a special visa category unlike the US (see Box 3.1) or the APAC Business Travel
Card (ABTC).82

Box 3.1: Facilitating Professional Mobility through Special Visa Categories
in the US’s FTAs

In its FT'As with Singapore, Chile, and Australia the US came up with a separate
visa category (H1B1) and reservations for trade partners. The US—Australia FT'A
reserved around 10,500 E-3 wvisas annually exclusively for Australian
professionals. These visas are cheaper to obtain than H1B visas, and the spouses
of E-3 visa holders are permitted to work in the US.

Similarly, the US-Singapore and US—Chile FT'As introduced H1B1 visas, a special
category designed for professionals from these countries. Compared to the H-1B
visa, the H-1B1 visa is more liberal and it does not require a petition to be filed
with the United States Citizenship and Immigration Services (USCIS), has no
labour market test, and allows one-year extensions that may be renewed
indefinitely. By contrast, the H-1B visa requires a prior petition, is subject to
labour certification and numerical caps, and limits the duration of stay to six yeats.

82 The APEC Business Travel Card streamlines short-term business travel across APEC
economies by allowing a single application for multiple entries. Cardholders from fully
participating economies receive a five-year card granting pre-cleared entry for visits of up to
60 or 90 days and access to fast-track immigration lanes at major airports.
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The creation of the H-1B1 visa thus significantly reduced entry barriers for
Singaporean and Chilean professionals.

Source:  Arpita Mukherjee & Paramita Deb Gupta, Prospects for I1-Enabled Services
Under an Indo—US FIA, (EAST ASTAN BUREAU OF ECON. RSCH., Trade Working
Papers No. 22230, 2000).

The earlier trade agreements give significant flexibility to partner countries to modify
their domestic regulations in ways that may disadvantage Indian service providers,
particularly by tightening work-permit regimes. For example, Singapore, after the
introduction of the Fair Consideration Framework, requires employers to prioritise
local hiring and submit detailed evidence of fair consideration of Singaporean
candidates. If the companies were not able to provide evidence, their work pass
privileges were curtailed. Due to this, Indian IT firms have faced delays in work-
permit approvals, heightened scrutiny, temporary placement on watch lists and an
increase in minimum salary levels for Employment Pass (EP)/work permit holders,
even though CECA provide for unrestricted intra-corporate transfers. Further, there
is no dedicated ICT visa category in Singapore, compelling Indian companies to rely
on EPs governed entirely by domestic policy.8?

By service provider categories, in more recent agreements, India seecks commitments
from its trading partners on the temporary movement of high-skilled professionals
across four categories: business visitors (BV),% intra-corporate transferees (ICT),%
independent professionals (IP),% and contractual service suppliers (CSS).87 The
commitments secured by India in its earlier agreements did not cover all these
categories. For example, in the India-Singapore CECA, while the agreement allowed
entry for professionals such as business visitors and intra-corporate transferees, it
excluded contractual service suppliers and short-term secondments, such as three-
month deployments, which left important sectors of India’s workforce outside its
scope. In the India-Korea CECA, a list of 163 I'T professional categories was drawn

83 Comprebensive Economic Cooperation Agreement (CECA) between Singapore and India, MINISTRY
OF TRADE AND INDUSTRY, SINGAPORE (Oct. 22, 2025), https://www.mti.gov.sg/trade-
international-economic-telations/agreements/ free-trade-agreements-fta/ceca/Putm.

8 A person who visits another country specifically for business negotiations and/ot for
preparatory work for establishing a presence for a short duration.

8 Employee of a company who transferred from the originating country’s office to the office
of the same company in another country.

86 A self-employed person who entered another country to perform a service on a contract
basis.

87 Employee of a foreign company who enters another country temporarily in order to
perform a service pursuant to a contract.
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for temporary movement, but it did not capture the entire range of services that
Indian technological companies can deliver.

In the business visitor category, India has generally offered longer durations of stay
across key visa categories than its trading partners. For instance, under the India—
UK CETA, India allows business visitors to stay for up to 180 days, which is double
the 90-day limit offered by the UK. Among our trade partners, India offers a visa
on arrival to three FT'A partner countries, including Japan, the Republic of Korea
(for certain categories only), and the UAE (with certain conditions); but only the
UAE is reciprocating the same to India.58

In the trade agreements, we are not able to secure the benefits that the partner
countries are giving to other trade partners. For example, in the context of the
Temporary Graduate visa, India continues to be covered under Australia’s
autonomous visa regime, with post-study work rights generally limited to 18 months
to 2-3 years, depending on the stream. In contrast, the UK nationals under the
existing regime of Australia get an extended post-study stay of up to five years for
all the streams. Australia has also given an innovation and early career skill exchange
visa to the UK in their trade agreement, which India may need to look at in the
future. A condition for labour market tests has been inserted in the case of ICT and

CSS, in India—Australia ECTA, whereas no such requirement is mentioned in the
Australia—UK FTA.

More recently, India has begun negotiating quota-based Mode 4 commitments for
select skills going beyond the professionals. For example, under the India—Australia
ECTA and the India—UK CETA, a dedicated quota of 1800 positions per year has
been reserved for chefs and yoga instructors, and chefs, yoga instructors and classical
musicians, respectively, as CSS. However, how a qualified yoga instructor is defined
is not very clear in these agreements. In the India—Oman CEPA, Oman has
increased the Intra—Corporate Transferee quota from 20% to 50%, which will help
the Indian firms. While India has secured specific quotas for niche occupations such
as yoga instructors, the MRAs sought by India are primarily for professions such as
nursing, architecture, etc. Mobility can occur only when professional qualifications
are recognised in the partner country. Recognising this, India has included a separate
chapter on Health and Traditional Medicine Services in the India—New Zealand
FTA, which includes provisions for MRAs.

An analysis of Mode 4 in India’s trade agreements shows that there is limited
coverage of skilled workforce mobility, as the mobility mostly focuses on high-

88 Kirti V. Singh, Unstarred Qunestion No. 3489: Visa-on-Arrival,
MINISTRY OF EXTERNAL AFFAIRS, INDIA (answered Mar. 21, 2025),
https:/ /www.mea.gov.in/lok-sabha.htm?dtl/39231/question+no+3489+visaonartival.
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skilled professionals. However, this trend is changing in recent trade agreements.
The agreements so far have not been able to secure any special visa category. Our
trade partners have given better commitments in other trade agreements, and the
MRASs proposed in the trade agreements have not been successfully concluded.
Hence, barriers to mobility continue to exist even after the trade agreements.

F. Emerging Negotiations and Future Directions

In 2021, India started negotiating trade agreements with key markets and strategic
partners, with a focus on market diversification and securing export markets. Since
then, India has signed trade agreements with Mauritius, the UAE, Australia, the EU,
the UK, Oman and New Zealand.

The India—UK FTA signed on July 24, 2025, is the most comprehensive services
agreement that India has signed so far. The UK provides deep market access in 12
major sectors and 137 sub-sectors, covering over 99% of India’s export interests,
including IT, financial services, education, healthcare, professional services,
telecommunications, and aviation support. India has committed to 108 sub-sectors,
granting the UK firms access to accounting, auditing, financial services (FDI up to
74%), telecommunication (100% FDI), environmental services, and air transport.
Certain sectoral-specific agreements include the UK’s full commitments in
Computer and Related Services that provide certainty for Indian IT firms and reduce
compliance costs. The agreement fosters collaboration in healthcare and education,
enabling partnerships between Indian and UK hospitals, campus establishments,
and EdTech expansion. Highly skilled Indian medical professionals’ benefit from
smoother entry into the UK workforce. The agreement also encourages the UK’s
investment in India’s financial market, strengthens access for Indian firms to the
UK, and supportts fintech, electronic payments, and digital financial integration.
Non-discrimination and transparency provisions ensure fair treatment and clarity for
Indian businesses.

A key issue for many Indian firms and professionals going for a short duration to
the UK was the double payment of social security,?” without enjoying the benefit of
the contribution. For the first time, India has successfully negotiated the elimination
of dual National Insurance contributions for stays of up to 36 months, benefiting
75,000 professionals and 900 companies, with estimated annual savings of over USD

8 Debosmita Sarkar & Soumya Bhowmick, Towards Universal Social Security: Priorities for the
G20 (Observer Rsch. Found., Occasional Paper No. 3806, Jan., 2023) (Social security is the
protection that a society provides to individuals and households to ensure access to health
care and to guarantee income security, particularly in cases of old age, unemployment,
sickness, invalidity, work injury, maternity or loss of a breadwinner).
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500 million, as short-term employees previously paid social security without accruing
long-term pension benefits.

In the India—Australia ECTA or mini-deal, the commitments that India received
from Australia are much lower than Australia’s commitments to other trade partners
like the UK, as discussed above. India and Australia are now negotiating a
comprehensive trade agreement, India—Australia CECA. The 11th round of
negotiations concluded in August 2025.

In June 2022, India and the EU relaunched their FT'A negotiations, alongside
initiating talks in an Investment Protection Agreement (IPA) and a Geographical
Indications (GI) Agreement. The fifteenth round was held in New Delhi from 3rd
to 7th November, 2025 and the economies are in talks to expedite the conclusion.
The agreement would be one of the most significant FT'As for India, as the EU is
one of India’s largest trading partners in services. In 2023, India exported €33.8
billion (approximately USD 36.59 billion)* worth of services to the EU, accounting
for approximately 56.7% of the EU’s total services imports from India. Key sectors
include information technology (IT) and IT-enabled services, professional services,
and business process outsourcing, which form a substantial part of India’s services
export revenue.

India and the European Free Trade Association (EFTA) Countries,” signed the
Trade and Economic Partnership Agreement (TEPA)in March 2024, which
included a binding commitment of USD 100 billion investment in India and aimed
to create 1 million direct jobs in the next 15 years. Under this, India made
commitments in 105 sub-sectors, while EFTA countries’ offers covered 128 sectots
from Switzerland, 114 from Norway, 110 from Iceland, and 107 from Liechtenstein,
including services such as IT and business services, education, media, cultural, and
professional services. TEPA has provisions for Mutual Recognition Agreements
(MRAs) in professions like nursing, chartered accountancy, and architecture.”?

The US is the largest trading partner of India in the services sector. Once a relatively
open and private sector-driven market, the US has become increasingly protective,
imposing restrictions on Mode 4 mobility and capping H-1B visas. India and the

OEuro to US Dollar History— 2023,
https:/ /www.exchangerates.org.uk/ EUR-USD-spot-exchange-rates-histoty-2023.htm (€1
= USD 1.08 for 2023 (the average for the year)).

%" EFTA is the intergovernmental organisation of Iceland, Liechtenstein, Norway and
Switzerland. It was set up in 1960 by its then 7 Member States for the promotion of free
trade and economic integration between its members.

92 Press Release, PIB Headquarters, India-EF1T'A Trade Pact: Boosting §100 Billion Investment
and 1 Million Jobs (Oct. 11, 2025).
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U.SA. are currently negotiating a bilateral trade agreement. While the negotiations
primarily focus on goods, there is a pressing need to address services, given the
growing protectionist measures in the US market.

In totality, India’s approach to trade in services has evolved from limited
commitments under the WTO’s GATS to a more proactive strategy pursued
through bilateral and regional agreements since the UK agreement, signed in 2025.
While early negotiations were largely defensive, India now actively seeks deeper
market access, Mode 4 mobility, and regulatory cooperation. Despite this progtess,
gaps persist between India’s domestic liberalisation and its external commitments,
with limited reciprocal arrangements on visas and professional recognition
continuing to constrain its service providers abroad. Consequently, India needs to
place greater emphasis on enhancing its engagement under Mode 1 and Mode 3
rather than focusing predominantly on Mode 4, in the growing protectionist and
regulatory global environment. Negotiations have to be forward-looking and
encompass future technology developments, evolving regulatory regime for Al, data
governance, labour and environment standards, restrictions imposed by partner
countries on outsourcing through domestic taxation and its impact on services
exports, and many such issues.

Iv. CHALLENGES IN REALISING THE POTENTIAL OF INDIA’S SERVICES
SECTORS

Services form a core part of India’s exports and its trade and trade agreements.
However, the global trading environment has become increasingly restrictive with
the rise of protectionist measures targeting cross-border services. Recent
developments, such as the United States’ Halting International Relocation of
Employment (HIRE) Act, 2025, which imposes a 25% tax on offshore service
delivery Mode 1) and steep hikes in H-1B visa fees, that restrict the temporary
movement of professionals (Mode 4), exemplify this trend.” In addition, growing
challenges such as stringent data localisation requirements and restrictions on
foreign direct investment (FDI) have further complicated cross-border services
trade.

A country’s ability to export depends on two key factors: its own competitiveness
and the openness of its export markets. Service export competitiveness depends on
factors like a high-skilled workforce, quality infrastructure, ability to attract domestic
and foreign investment, etc. This part examines the challenges faced by India’s

9 Pritam Banetjee & Deeksha Yadav, Rising Protectionism in Services: Implications for India (Ctr.
WTO Stud. et al., CRIT/CWS Wortking Paper No. 90, Oct. 14, 2025).
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services sector in the domestic market (sub-part A) and those encountered in export
markets (sub-part B).

A Challenges in the Domestic Market

India’s services sector faces multiple challenges in the domestic market that limit its
growth and global competitiveness. These are discussed in detail below.

1. Institutional Challenges

India’s services sector faces four major institutional challenges. First is the quasi-
federal and fragmented governance structure, second is the large informal service
sector, third is the lack of a structured mechanism for data collection and collation,
and fourth is the mismatch between skill development and employability.

i Fragmented Institutional Structure for Governance

India has a quasi-federal governance structure where many services are regulated
jointly by the Centre and states, making coordination difficult without a unified
framework. Some services have a nodal ministry, while others, like retail, are
regulated by more than one Department across ministries.

il. Large Informal Service Sector

India has a large informal sector, which varies across sectors like construction, retail,
road transport, hotels and restaurants, etc. Over 70% of the workforce is informally
employed in the service sector.”* Among these sectors, construction services are one
of the largest absorbers of casual labour, as it offers seasonal informal employment
to people engaged in agriculture.?>

i, Lack of Mechanism for Consolidated Data Collection for
Policymaking

As discussed in Part I(A), different government bodies in India follow different
systems for classifying services, leading to inconsistencies in data collection,
reporting, and policy-making. In addition to this, the RBI does not provide the

9% Annual Report, Periodic Labour Force Survey (PLES), 2023-24, MINISTRY OF LABOUR &
EMPLOYMENT, GOV’T OF INDIA, https://dge.gov.in/dge/sites/default/files/2024-
10/Annual_Report_Periodic_Labour_Fortce_Sutvey_23_24.pdf.

9 _Annual Report, Periodic Labour Force Survey (PLES), 2023-24, MINISTRY OF LABOUR &
EMPLOYMENT, (Ocr. 10, 2024), GOVERNMENT OF INDIA,
https://dge.gov.in/dge/sites/default/files/2024-
10/Annual_Report_Periodic_Labour_Force_Sutvey_23_24.pdf.
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disaggregated data on services trade by sub-sectors and markets. DPIIT does not
provide sub-sector-wise FDI data by country and clubs services with goods (for
example, computer hardware and software). State-level data on services exports is
not available, making it difficult to identify their strengths and design targeted
interventions. Many countries, like the US, have laid down a clear process of
collection and collation of services trade data from regulatory sources and surveys,
which is yet to happen in India.

1v. Issues Related to Skill Development and Employability

There is a huge gap between skills available and employability. India has 1,45,050
architects,” and 13,86,150 doctors as of 20257 and produces 1.5 million
engineering graduates annually. However, 53% of graduates and 36% of
postgraduates remain underemployed, working in positions below their
qualifications,” reflecting a mismatch between industry need and education. This is
because existing skill development programmes have failed to keep pace with
evolving industry requirements, with curricula lagging in emerging domains such as
artificial intelligence, data analytics, and digital services. As a result, the sector faces
widening skills-jobs mismatch, constraining its ability to leverage its growth potential
and sustain long-term competitiveness.

2. Regulatory Challenges

Regulatory challenges can be broadly categorised into three types. First, market
access restrictions, such as limitations on FDI, which are only applicable to foreign
firms. Second, national treatment restrictions that treat foreign investors or firms
less favourably than domestic ones. Third are outdated laws and non-uniform
implementation of laws, which impact both foreign and domestic firms.

1. Restricting Market Access through FDI Restriction and
Conditions

Despite India’s efforts to liberalise and open up the services sector to private and
foreign investment, it remains one of the most restrictive countries in the world. As
per the Organisation for Economic Co-operation and Development Services Trade

% Council of Architecture — Weleome, COUNCIL OF ARCHITECTURE (Oct. 11, 2025),
https:/ /www.coa.gov.in/index1.phprlang=1&level=1&sublinkid=376&lid=330.

97 Press Release, Ministry of Health & Fam. Welfare, Measures Taken fo Increase Medical
Professionals and Improve Their Availability in Rural Areas (Apr. 1,2025).

98 _Annual Report, Periodic Labour Force Survey (PLES), 2023-24, MINISTRY OF STAT. &
PROGRAMME IMPLEMENTATION (Sept. 23, 2024),
https://dge.gov.in/dge/sites/default/files/2024-
10/Annual_Report_Periodic_Labour_Force_Sutvey_23_24.pdf.



Special Issue, 2025] Services Sector in India 49

Restrictiveness Index (OECD STRI), India ranked 47t out of 51 countries in 2024
with a score of 0.29, above the OECD average of 0.19 and relatively higher than
countries such as China, Brazil, and Singapore, etc. These restrictions and rigidity on
FDI are leading to low FDI inflow in certain sectors, restricting foreigners from
bringing the best management practices and technology inflow, and slow
modernisation. For example, India is the only country in the world with a segregated
FDI policy in the retail sector on the basis of single-brand retail (SBR) and multi-
brand retail, resulting in a lack of clarity among global retailers who want to invest.”
Due to these restrictions, retail received only 0.65% of the total FDI inflows (USD
4866.55) from April 2000 to June 2025.

1. National Treatment Challenges

India has a higher corporate tax for foreign firms (30-40%) compared to domestic
firms (25-30%).100

Many key incentives in India’s policies are not extended to foreign companies. For
example, in India, under the Start-up India initiative, only Indian start-ups have
100% tax exemption on profits for any three consecutive years out of their first ten
years.!0! This benefit is not extended to foreign-incorporated companies or those
without majority Indian ownership.

This is not the case with many countries like China, the EU member states, and
ASEAN countries. For example, in the EU, the start-up specific initiatives of
member states such as France, Denmark and Ireland are applicable to foreign start-
ups as well. In China, the start-up policies and programmes are mostly province-
based and do not apply at the national level. For example, in 2017, to incentivise and
attract high-level foreign talent and start-ups, Shenzhen province provided subsidies
up to RMB 3 million (USD 444,000) to foreign entrepreneurs in possession of a

9 India caps foreign ownership in the multi-brand retail sector at 51 % and leaves it to each
Indian state to make the final decision on whether to authorise such FDI in its territory. In
addition, where FDI is allowed, it is subject to conditions, such as a minimum investment of
approximately USD 100 million, at least 50 % of which must be in “back-end infrastructure”
(e.g., processing, distribution, quality control, packaging, logistics, storage, and warehousing);
a requirement to operate only in cities identified by the relevant state government; and a
requirement to source at least 30 % of the value of products sold from a subset of Indian
enterprises.

10 India: Corporate — Taxes on Corporate Income, PWC WORLDWIDE TAX SUMMARIES (NOV.
26, 2025), https:/ /taxsummaties.pwe.com/india/ corporate/ taxes-on-corporate-income.

101 DPIIT Startup Recognition & Tax Excemption, DeprPT
FOR PROMOTION OF INDUS. & INTERNAL TRADE (Oct. 30, 2025),
https:/ /www.startupindia.gov.in/content/sih/en/startupgov/ startup_recognition_page.ht
ml.
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permanent residence permit. Treating foreign firms or investors less favourably
reduces the inflow of global talent, investment and innovation — which are needed
to build a strong start-up ecosystem.

fii.  Outdated Regulations and Non-Uniform Implementation of
Laws

Some regulations do not take into account technological developments, while others
are outdated or do not follow international best practices. For example, India has
withdrawn the SEZ Act (2005), and the new regulation is yet to be in place.

Non-uniform implementation of the labour standards, like the four Occupational
codes (on wages, industrial relations, social security, and occupational safety) across
states, is another issue. While some states, such as Uttar Pradesh, Madhya Pradesh,
Gujarat, and Karnataka, have notified or operationalised most labour code rules,
several others (such as Meghalaya, Tamil Nadu, and West Bengal) have not.!%2

3. Infrastructural Challenges

Unlike countries such as China, where the government is a key provider of basic
infrastructure like roads, ports and power, in India, government investment in
infrastructure is low and has not been able to meet demand. While the private sector
is investing, it is not enough. For example, India lags behind countries like Singapore,
China, Malaysia, etc. in logistics performance (see sub-part II-B). In the case of digital
infrastructure, India lags behind in terms of broadband speed and overall quality of
digital connectivity. For instance, in 2025, Singapore’s median fixed broadband
speed is about 406 Mbps, China’s is around 222 Mbps, and Thailand’s is
approximately 273 Mbps, whereas India’s median fixed broadband speed is much
lower at around 63 Mbps. In the telecommunications sector in India, network
quality remains patchy in urban areas, with Fiber-to-the-Home (FTTH) penetration
below 40%. Approximately 21,000 villages lack mobile coverage, and 29,000 villages
remain without 4G connectivity in 2022.10 In addition, while India has the largest
number of internet users, nearly 48 % remain unconnected in 2024, and fixed-line

102 Press Trust of India, Parliamentary Panel Urges All States, U.T.s to Implement Labour Reforms,
BUSINESS STANDARD (Dec. 16, 2024), https://www.business-standard.com/amp/india-
news/patliamentary-panel-urges-all-states-uts-to-implement-labour-reforms
124121601076_1.html.

103 Press Release, Ministry of Communications, India’s Rural Connectivity Revolution: From Policy
to Progress (Dec. 26, 2024).
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internet'® quality lags G20 standards.!%> Erratic power supply forces I'T companies
to invest in their own power backup systems, which increases their cost.

The government is encouraging private investment in infrastructure and has allowed
100 % FDI through the automatic route in the construction development sector
since 2014.19 Yet, other issues, such as issues relating to land acquisition hurdles or
environmental clearances, continue to delay the projects.!07

4. High Taxes and Lack of Incentives Increasing the Cost-of-Service
Delivery

While the GST on goods has been reduced significantly post the reforms in August
2025 (with the majority of products now taxed at a rate of 5%), services continue to
face high tax burdens. For example, five-star hotels in India are subject to 18% GST,
which leads to a high cost of accommodation for tourists.

In the aviation sector, Aviation Turbine Fuel (ATF) is excluded from GST and is
subject to central excise duty and state-level VAT ranging from 20-30%, making
ATF prices in India 40—60% higher than global aviation hubs such as Singapore and
Dubai. This leads to increased airfares and cargo charges.!% Together with high hotel
costs, it reduces India’s attractiveness as a tourism destination, as travel and stay are
much costlier than in many countries.

Further, India has a high corporate tax rate compared to countries like Singapore
(17%) and China (25%).

India’s subsidy and incentive framework remains heavily skewed towards goods,
with limited support to the services sector. The Action Plan for 12 Champion
Services Sectors, which allocated Rs. 5,000 crores for sector-specific initiatives have
also been discontinued. In the past, incentives were given to exporters through the

104 Fixed-line internet is a wired connection to a building that delivers high-speed data
through physical cables, such as fibre optic or copper lines.

105 D. Mishra et al, State of India Digital Economy Report 2025, ICRIER (2025),
https:/ /ictier.org/pdf/State_of_India_Digital Economy_Report_2025.pdf.

106 Press Release, Ministry of Commerce & Industry, Govt. of India, Review of Foreign Direct
Investment (FEDI) policy on the Construction Development Sector-amendment to ‘Consolidated FDI Policy
Circnlar 2014 (Dec. 3, 2014).

107 L. Pinky Devi & Sindhu, Delay Analysis of Infrastructure Construction Projects in India, 106(3) J.
INST. ENG'R (INDIA): SERIES A, 763-771 (2025); S. K. Patil et al., Causes of Delay in Indian
Transportation Infrastructure Projects, 2(11) INT’L. J. RSCH. ENG’G & TECH. 71, 71-80 (2013).

108 Murlidhar Mohol, Unstarred Question No. 43: Taxation on Aviation Turbine Fuel, MINISTRY
OF CIVIL AVIATION, INDIA, (Dec. 1, 2025),
https:/ /sansad.in/getFile/annex/269/AU43_hDOHLDI.pdf.
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“Served from India” Scheme of the DGFT, which has also been withdrawn. Many
countries are giving export-linked incentives to services, as there is no WTO
discipline on subsidies in services, unlike in the case of goods. Countries (such as
China, the Philippines and Viet Nam) are creating services zones and providing both
fiscal and non-fiscal incentives. However, India is yet to come up with a revised or
new Special Economic Zone (SEZ) policy, and there are no export-linked incentives
for services.!%”

B. Challenges in Export Markets

Exports of services are constrained by growing geo-strategic tensions,
protectionism, restrictions on the movement of people, strict regulatory
requirements, data protection and localisation. Given this context, this part examines
these challenges faced by India’s services sector.

1. Challenges Related to Export of Services in Mode 1

There has been a rise in regulations on data protection and data localisation on
grounds of national security and consumer protection, which adversely impact cross-
border trade through Mode 1. For example, China requires that data collected or
generated within its territory be stored locally.!'® The EU has not recognised India
as a “data secure” country under the General Data Protection Regulation (GDPR),
compelling Indian firms to bear higher compliance costs when handling the EU
citizens’ data.!!! Russia also mandates the local processing and storage of citizens’
data, which is often technically or economically unfeasible, forcing companies to
cither exit the market or operate under legal uncertainty.!'? The requitement of
commercial presence to provide services through Mode 1 or online is another issue.

In addition, countries are imposing taxes on outsourcing. The US’s Halting
International Relocation of Employment Act (HIRE ACT) seeks to impose a 25%

109 India introduced its Special Economic Zone (SEZ) programme on April 1st, 2000. Its
main goals were to increase foreign investment and give exporters access to a hassle-free,
competitive global market. Yet, the early competitive edge that Indian SEZs enjoyed on a
global scale has slowed down in recent years, with India losing the SEZ subsidy case against
the US and not coming up with a modified SEZ policy.

110 USTR Report 2025, supra note 56.

I EU-India free trade agreement, International Agreements in Progress, EUR. PARL. RSCH.
SERV. 2024/757588 (Jan. 2024),
https:/ /www.cutopatl.europa.cu/RegData/etudes/BRIE /2024 /757588 /EPRS_BRI1(2024)
757588_EN.pdf.

112 USTR Report 2025, supra note 56.
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discriminatory tax on offshore services, which would significantly impact Global
Capability Centres (GCCs) by increasing the cost of offshore labour.

2. Challenges Related to Export of Services in Mode 2 — Stringent Visa
Regimes in Select Sectors

The challenges related to the export of services in Mode 2 are:
i No Start-up or Entrepreneurship visas

Many countries across the world, such as the US, Australia, Canada, the UK, China,
Japan, and the EU Members like France, provide start-up visas or entrepreneurship
visas to attract talent, investment and boost economic growth. In contrast, India
does not have start-up visas or entreprencurship visas, which prevents it from
attracting foreign mid-sized and small-sized firms, limiting its ability to attract
additional FDI. Most of the countries and markets with which India is negotiating
trade agreements have this provision.

il. Stringent Provision for Medical Tourist Visas

Due to security risks and geopolitical tensions, India’s stringent visa regimes restrict
the growth of its tourism sector, encompassing medical tourism. For nationals of 30
specific countries, such as Iran, Egypt, Iraq, Syria, Libya, etc.,''> the tourist visa
duration is decided by the Indian Missions/Posts in each country, rather than the
length of the treatment. Further, stringent visa provisions are applicable for medical
tourist visas for citizens of certain countries, such as Pakistan and Bangladesh,
including registration of patients and medical attendants at the Foreigners Regional
Registration Office (FRRO) or Foreign Registration Officer (FRO) under the local
police handling.!4

3. Challenges Related to Export of Services in Mode 3

113 The 30 countries include: (1) Iran, (2) Egypt, (3) Libya, (4) Qatar, (5) Iraq, (6) Syria, (7)
Sudan, (8) Tunisia, (9) Kuwait, (10)Yemen, (11) Algeria, (12)Bahrain, (13) Turkey, (14)
Morocco, (15) Kyrgyzstan, (16) Turkmenistan, (17) 4 Democratic People’s Republic of
Korea (North Korea), (18) Lebanon, (19) Afghanistan, (20) Saudi Arabia, (21) Uganda, (22)
Congo, (23) Ethiopia, (24) Nigeria, (25) Belarus, (26) Somalia, (27) South Sudan, (28)
Kazakhstan, (29) Uzbekistan and (30) Stri Lanka.

114 Annex 111, MINISTRY OF HOME AFFAIRS (Feb. 1, 2018),
https:/ /www.mha.gov.in/PDF_Other/AnnexIII_01022018.pdf.
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Several trading partners impose mandatory local presence requitements and have
stringent FDI restrictions that create barriers for Indian service providers. Some
examples are given below:

i. FDI Restrictions

For example, the Philippines prohibits foreign ownership in mass media, cable
television and broadcasting, film distribution and pay-television.!'5 In Thailand, rail
freight transport is completely closed for foreign investment, with all rail services
provided by the State Railway of Thailand, a state-owned enterprise.''¢ In Indonesia,
in insurance services, there are restrictions on foreign equity capped at 80 %
shareholding.'!7

1. Joint Venture Requirements

In Singapore, foreign entities must form a joint venture with a local company, and
every foreign company is required to have at least one authorised representative who
is resident in Singapore.'!® In Vietnam, at least one manager or legal representative
in a managerial position must be a resident of Vietnam.!!” In the Middle East, there
are requirements for sleeping partners when establishing joint ventures. Malaysia
maintains residency requirements for the board of directors.!? In the EU, to
establish joint ventures, the aggregate turnover in the Union should be at least €500
million (USD 580 million).!?! In certain select markets within the EU, such as
Norway, law firms have to be employee-owned and for the majority of board

15 14

116 Services Trade Restrictiveness Index: Thailand, OECD (2025),
https:/ /www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/services-trade-
restrictiveness-index/oecd-stri-country-note-tha.pdf.

17 Services Trade Restrictiveness Index: Indonesia, OECD (2025),
https:/ /www.oecd.otg/content/dam/oecd/en/topics/policy-sub-issues/ services-trade-
restrictiveness-index/oecd-stti-country-note-idn.pdf [hereinafter OECD Indonesia].

118 USTR Report 2025, supra note 56.

19 Services Trade Restrictiveness Index: Vietnam, OECD (2025),
https:/ /www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/services-trade-
restrictiveness-index/oecd-stri-countty-note-vam.pdf.

120 Services Trade Restrictiveness Index: Malaysia, OECD (2025),
https:/ /www.oecd.otg/content/dam/oecd/en/topics/policy-sub-issues/services-trade-
restrictiveness-index/oecd-stri-country-note-mys.pdf.

12U Questions & Answers — Regulation (EU) 2022/2560 on foreign subsidies distorting the internal
market, EUROPEAN COMMISSION,
https:/ /competition-policy.ec.europa.cu/foreign-subsidies-tegulation/ questions-and-answe
rs_en.
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members to be residents.'?? In New Zealand post 2015, there is a requirement that

every incorporated company must have at least one director who lives in New
Zealand.123

4. Challenges Related to Export of Services in Mode 4

India has an advantage in supplying highly skilled professionals at lower costs;
however, extensive documentation requirements, visa costs and durations, limits on
the number of work permits issued, and the lack of recognition of Indian
professional degrees abroad create barriers to the movement of people, thereby
reducing India’s cost advantage in services. Some of these are discussed below:

1. High Visa Application Fee

The visa application fees are excessively high and rising, particularly for developed
countries. In 2025, the US suddenly increased the visa fee to USD 100,000 for H-
1B visas, from a range of USD 2,000-5,000 (which depended upon the size of the
employer). Additionally, a new USD 250 “visa integrity fe¢” applies to every non-
immigrant visa issuance (including student, work, and business visas).!2*

il. Cumbersome Documentation and Application Procedures

In many export markets, there are cumbersome documentation requirements, which
cause delays in getting work permits and visas. Although India continues to be the
largest recipient of H-1B visas globally, growing protectionist tendencies in the US
have heightened procedural and compliance-related challenges. Now, foreign
workers must demonstrate direct relevance of their academic qualifications to the
job role, face stricter wage and compliance checks, and endure enhanced site visits
by the US labour authorities. Additionally, the tightening of non-immigrant visa
regulations has extended to academic, vocational, and exchange categories.
Applicants for F-, M-, and J-category visas are now required to disclose all social
media handles used over the preceding five years and maintain public access to these
accounts for consular review.!? Failure to comply may result in visa denial or future

122 Services Trade Restrictiveness Index: Norway, OECD (2025),
https:/ /www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/services-trade-
restrictiveness-index/oecd-stri-country-note-nor.pdf.

125 Services  Trade  Restrictiveness  Index:  New — Zealand,  OECD (2025),
https:/ /www.oecd.otg/content/dam/oecd/en/topics/policy-sub-issues/services-trade-
restrictiveness-index/oecd-stri-country-note-nzl.pdf.

124 Fees for Visa Services, US DEPT. OF STATE — BUREAU OF CONSULAR AFFAIRS,
https:/ /travel.state.gov/content/ travel/en/us-visas/ visa-information-resources/ fees/ fees-
visa-services.html.

125 Home, US CITIZENSHIP & IMMIGRATION SERVICES, HTTPS:/ /WWW.USCIS.GOV/.
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ineligibility, thereby raising serious concerns about privacy, data security, and
freedom of expression.

iii. Lack of Recognition of Indian Degrees and Professional
Qualifications

One of the most pressing barriers to service mobility from India to other partner
countries is the lack of mutual recognition of professional qualifications and degrees.
In the US, certain degrees are recognised, but Indian students are still required to
pass extensive licensing examinations. For example, Indian medical graduates must
obtain Educational Commission for Foreignh Medical Graduates (ECFMG)
certification and must pass the US Medical Licensing Examination (USMLE) before
entering the US residency programmes (American Medical Association). Similarly,
chartered accountants must pass the Certified Public Accountant (CPA) exam, with
each state in the US having its own requirements. In the UK, Indian doctors must
take the Professional and Linguistic Assessments Board (PLAB) exam to register
with the UK's General Medical Council (GMC). While India has been trying to sign
mutual recognition agreements, the success has been limited (see Part 3, E).

iv. Labour Market Tests

Several countries have labour market tests, which are a process wherein employers
must show they have first tried to hire local workers before hiring a foreign national
for a particular job. For example, in several EU member states, labour market or
economic needs tests for foreign nationals temporarily providing services under
modes such as ICTs,!2¢ CSS,'?7 or independent service suppliers are applied.!?s In
Finland, labour market assessments apply to non-EU service providers under certain
permits, including short-term ICTs and contractual suppliers, depending on the
category of stay.!?? Germany requires approval from the Federal Employment
Agency, which conducts a priority check to ensure no suitable domestic or EU
worker is available before granting work authorisation for contractual or

126 An intra-corporate transferee is an employee, such as a manager, specialist, ot trainee,
who is temporarily transferred from a company in one country to work at another branch or
parent company within the same multinational group in a different country.

127 Contractual service suppliers are individuals or companies that provide services to a client
under a contractual agreement. This can include professional firms offering services like I'T,
maintenance, or consulting, or individuals employed by a foreign company to provide
temporary services on-site.

128 They operate independently of major corporations.

129 Intra-Corporate Transferee (ICT) in Finland, EUROPEAN COMMISSION (Apr.1, 2025),
https:/ /home-affairs.ec.europa.cu/policies/migration-and-asylum/eu-immigration-
portal/intra-corporate-transferee-ict-finland_en.
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independent service suppliers.'30 As mentioned in Part 3 (E), countries like Australia
continue to have labour market tests for Indians, while they have removed them for

other FT'A partners like the UK..
V. Limited Social Security Agreements

India does not have a Social Security Agreement (SSA) with key export markets like
the US In the absence of SSAs, Indian professionals working abroad for short
periods often must make large contributions to the host country’s social security
system but are unable to claim any benefits in return, since their stay is limited. As a
result, a significant amount of Indian workers’ income is lost without any long-term
security gain. In China, for instance, a large portion of salary is deducted towards
social security contributions of employees, which foreign workers cannot enjoy if
they are posted for a short term.

India’s services sector faces challenges both from its domestic regulatory framework
and the rising protectionism globally. One core issue in our trade negotiating strategy
so far has been an over-focus on Mode 4, and that too limiting it to movement of
only IT and other professionals, ignoring and/or probably not pre-empting the
protectionism in Modes 1 and 3, the two key modes of our exports.

The next part outlines recommendations to strengthen India’s services sector and
position India as a leading global services exporter.

V. RECOMMENDATIONS AND WAY FORWARD

To fully harness the potential of India’s services sector amidst rising global
protectionism, it is imperative to enhance its competitiveness and make it resilient
to external shocks. The sector must adapt to evolving international trends by
accelerating digitalisation, integrating artificial intelligence, diversifying export
markets and service offerings, strengthening skill development, and deepening
global and regional partnerships.

This part presents key recommendations to address both domestic and external
challenges in services trade, aimed at increasing the competitiveness of the domestic
sector, reducing barriers, enhancing market access, and expanding economic
opportunities. Together, these measures seek to reinforce India’s position in global

130 I abonr Marfket Information: Germany, EUROPEAN EMPLOYMENT SERVICES (Feb. 24, 2025),
https://eutes.curopa.cu/living-and-working/labour-market-information-europe /labour-ma
rket-information-germany_en.
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value chains, attract higher FDI inflows, and enable the services sector to remain the
key driver of sustainable and inclusive economic growth.

A Addressing Challenges in the Domestic Market

The recommendations to address the challenges in the domestic sector primarily
focus on areas that can help to streamline processes and improve the
competitiveness of the services sector. These are discussed below.

1. Improve Competitiveness of the Services Sector by Addressing
Institutional and Governance Gaps

Competitiveness of the service sector will enhance if we develop an institutional
mechanism for governance to facilitate inter-ministerial coordination, formalise the
sector, have a structured process for data collection for data driven policy making
and focus on addressing skill and capacity gaps.

i. Set up an Inter-Ministerial Working Group on Services and
Create a Vision Document/Roadmap for Exports

To facilitate coordination across ministries/departments, an inter-ministerial group
should be set up to develop a framework or roadmap for services exports. While a
target for achieving USD 1 trillion in services exports by 2030 (aligned with the
Viksit Bharat @2047 agenda) has been set, how to achieve the target is missing. The
Vision document can lay down growth scenarios to achieve the target, what different
ministries can prioritise in their reform agenda, investment that is needed to meet
the target, fiscal and non-fiscal incentives that the government can offer, etc. It
should identify the top 30-35 export markets of interest by services sub-categories,
and make recommendations on how to diversify exports of different sub-sectors
across markets.

A robust monitoring and evaluation framework should be embedded within the
vision document, with clearly defined milestones and periodic reviews. A nodal
agency can be identified for each service and given the responsibility to track the
progress.

1. Systematic Data Collection and Data-Driven Policy Making

India must establish a comprehensive and standardised data collection framework.
RBI is already collecting the data on exports using the BMP6 framework. However,
other agencies such as DPIIT is not providing the data in that framework. They may
do so. The Directorate General of Commercial Intelligence and Statistics
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(DGCI&S)13! under the Ministry of Commerce and Industry has been designated as
the nodal agency to lead a coordinated harmonisation exercise, in collaboration with
RBI, DPIIT, the Central Statistics Office under MoSPI, and other relevant ministries
to collect and collate data on trade in services. However, there has not been any
substantial outcome.

India is yet to implement a robust survey for services trade data collection. Services
trade data is highly privatised and therefore, requires survey. There is a need for
consultations with states on how to collect and collate services trade data and with
other agencies like the GST council. The Inter-Ministerial Working Group on
services may set up a panel of experts to facilitate data collection. This is because
existing system has not been able to collect and collate the data. Line ministries
should strengthen their data repository of services.

Industry bodies, such as the Services Export Promotion Council (SEPC), should be
mandated to systematically collect, collate, and publish detailed data through primary
surveys of their members on services exports by state, sector, and mode of supply.
Such surveys should cover (a) sector growth and growth projections; (b) key growth
indicators; (c) strengths of each state (d) current export market and future potential;
and (e) barriers to exports and FDI inflows.

ili.  Make skills 4th IR ready

India should align skilling, reskilling and education systems with the evolving needs
of the services sector and the 4t IR by investing in digital literacy, soft skills, and
multilingual capabilities. This requires a systematic integration of emerging
technologies such as artificial intelligence, machine learning, data analytics, and data
science what into higher education curricula. Such integration should move beyond
introductory exposure to focus on application-oriented learning aligned with
industry requirements.

Certain steps have also been taken in this regard. The Union Budget 2025-26
allocated INR 500 crore to establish a Centre of Excellence in Artificial Intelligence
for education under the Ministry of Education, aimed at advancing Al-driven
learning and innovation. Complementing this, is the National Apprenticeship Promotion
Scheme (NAPS)132 where 1,480 apprentices have been trained between FY 2022-23

131 The Directorate General of Commercial Intelligence and Statistics (DGCI&S), Kolkata,
under the Ministry of Commerce, Government of India, is the pioneer official organization
for collection, compilation and dissemination of India’s Trade Statistics and Commercial
Information.

132 National Apprenticeship Promotion Scheme (NAPS) aims to promote apprenticeship
training throughout the country. Initially launched in August 2016, the scheme is currently
being continued under its second phase, NAPS-2. Under NAPS-2, the Government shares
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and FY 2025-26 (till June) in Al-related roles such as Al Data Engineer and Machine
Learning Engineer.

Public-private partnerships must be scaled up with a targeted focus on vulnerable
groups, including Scheduled Castes (SC), Scheduled Tribes (ST), women, youth, and
informal workers. The government should also focus on improving the quality of
education, which in turn depends on factors such as the availability of good faculty,
infrastructure, and curriculum based on recent demands of the job market.
Collectively, such changes in the education system can improve employability,
position India as a global talent hub, and boost the export of skilled professionals
under Mode 4.

2. Address Regulatory Challenges

Removing FDI restrictions can bring in new business models, technology and best
management practices. This, along with review/revision of outdated regulations and
extending the same benefits to domestic and foreign firms, will help to improve the
competitiveness of the services sector.

i. Reduce/Remove FDI Restrictions to help the Inflow of
Technology and Best Management Practices

The inflow of FDI in India’s services sector can be increased by removing the
existing restrictive conditions under the FDI policy. India should open key services
sectors to foreigners, such as rail freight corridors, legal services, accounting and
insurance, to ensure that FDI is not concentrated in a few select sectors like
IT/TTeS. The recent reforms indicate a shift in this direction. In the insurance sector,
the government, in the Union Budget 2025-26, announced to raise the FDI cap from
74% to 100% under the automatic route, subject to the condition that the entire
premium is invested within India. This was done with the aim of attracting greater
foreign capital.

Focusing on FDI reforms by sectors, in retail, where the foreign firms have an
interest, India needs to move away from a brand-based retail policy and adopt a
uniform FDI framework for both store-based and non-store-based formats,
allowing companies the flexibility to implement business models. The FDI policy
should not adversely impact the best business model of the foreign firms.

partial stipend support, limited to 25% of the minimum prescribed stipend payable to
apprentices, subject to a maximum of ¥1,500 per apprentice per month during the training
period.



Special Issue, 2025] Services Sector in India 61
1. Ensure National Treatment to Foreign Firms

A uniform corporate tax should be levied on both domestic and foreign firms. In
the current geopolitical situation, corporate tax may be lowered to attract more
investment from both domestic and foreign firms. To attract foreign innovative
firms and start-ups, the same benefits should be extended to foreign firms as ate
given to domestic firms under the Start-up India Initiative.

fii.  Review and Revise Outdated Laws and Implement Regulations
to Support the Sector

India should come up with a revised or new SEZ policy that has earlier supported
the growth of technology-based services. Having dedicated SEZs with advanced
physical and digital connectivity can help in attracting GCCs to India.

States may be encouraged to operationalise the labour codes to ensure uniformity in
their implementation across the country. A platform may be created for regular
interactions between the Centre and states in this regard.

India may also consider signing the UN Cross-border Papetless Trade Agreement
to improve the transport and logistics sector efficiency and performance. India has
already enacted laws to govern electronic transactions, and most of the provisions
are covered under the Information Technology (IT) Act (2000), which is
predominantly based on the UNCITRAL (United Nations Commission on
International Trade Law) model. Signing international agreements such as these will
reduce logistics costs and improve efficiency. India, with a strong IT base, can take
the lead in training and capacity building in regions like the Asia Pacific.

3. Improve Digital and Physical Infrastructure

To strengthen India’s services sector competitiveness, it is essential to improve both
digital and physical infrastructure. On the digital front, fast-tracking BharatNet!33
and National Broadband Mission 2.013 is critical to expand FTTH penetration,
provide high-speed broadband access, and roll out 4G/5G networks across urban

133 BharatNet, one of the biggest rural telecom projects in the wotld, implemented in a phased
manner to all Gram Panchayats (approximately 2.5 lakh) in the country for providing non-
discriminatory access to broadband connectivity to all the telecom service providers.

134 The National Broadband Mission (NBM) 2.0, which started on 1 April 2025, sought to
address broadband connectivity challenges in remote and difficult areas by promoting
satellite broadband for rural and remote connectivity and by coordinating with the Ministry
of Power to utilise Optical Ground Wire (OPGW) from the power sector to improve
connectivity in hilly and remote regions.
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and rural areas. This will benefit the digitally delivered services and support the
growth of services hubs and GCCs, especially in Tier-2 and Tier-3 cities.

Simultaneously, upgrading physical infrastructure, including urban transport systems
and logistics networks, will facilitate the seamless delivery of services across regions.
For example, port modernisation, can reduce turnaround times and enhance the
efficiency. To support this, Government of India has undertaken initiatives such as
the Maritime India Vision 20303, the Sagarmala Programme!?, and the National
Logistics Policy!¥ which aim to modernise ports through automation and
digitisation. The Ministry of Railways has taken up the Dedicated Freight Corridors
(DFCs) project to decongest passenger routes and lower logistics costs.!3® Together,
these initiatives will help in positioning India as a transhipment hub.!%

India should also establish dedicated Services Export Zones (SEZs) or export zones
that combine hard infrastructure with innovation ecosystems, taking inspiration
from countries like South Korea’s Free Economic Zones (FEZs) and Global
Innovation Zones. These zones should ensure 24X7 uninterrupted power supply,
high-speed broadband connectivity, integrated data centres, and world-class
workspaces to support I'T, financial, professional, design, and creative services. Such
targeted interventions in India’s infrastructure and connectivity will make it easier
for Indian firms to seamlessly integrate into global value chains, deliver services
efficiently across borders, and attract multinational companies secking reliable
service hubs.

4, Reduce High Taxes and Introduce Targeted Export-Linked Incentives
for Services

135 The Maritime India Vision (MIV) 2030 provides a comprehensive framework for the
holistic development of India’s maritime sector, encompassing ports, shipping, and
waterways.

136 The Sagarmala Programme, launched in March 2015, is the flagship initiative of the
Ministry of Ports, Shipping, and Waterways, which aims to streamline logistics, reduce costs,
and enhance international trade competitiveness by shifting from traditional, infrastructure-
heavy transport to efficient coastal and waterway networks. The programme focuses on port
modernisation, industrial growth, job creation, and sustainable coastal development,
ensuring minimal infrastructure investment while maximising economic impact.

137 The National Logistics Policy (NLP) was launched in September 2022 with the aim of
creating a more seamless logistics ecosystem by improving efficiency and reducing logistics
Costs.

138 The Eastern Corridor is from Ludhiana to Sonnagar (1337 Km), and the Western Corridor
is from Jawaharlal Nehru Port Terminal (JNPT) to Dadri (1506 Km which is spanning over
2,800 km.

139 Press Release, Press Information Bureau, Logistics: India’s Growth Engine (Aug. 16, 2025).
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Corporate tax should be reviewed and reduced to align with ASEAN countries to
attract more corporate investment for firms. This can also facilitate the formalisation
of the services sectot.

Further, there is a need to reduce high taxes on select services. For example, 18%
GST on five-star hotels should be reduced to 12%, as it is for other hotels. This will
help to reduce costs for foreign tourists. In the aviation sector, either ATF should
be brought under GST or a lower (at least by 20%) tax should be levied, which would
reduce airfares and logistics costs. Together, these would help in increasing India’s
attractiveness as a tourist destination.

Given that services are not subject to subsidy disciplines under the WTO
framework, India should strategically introduce export-linked subsidies for services
to enhance competitiveness. Like China, India can also subsidise services to offset
high production costs in the manufacturing sector. India should also come up with
a revised or new SEZ policy to provide WTO-compliant fiscal and non-fiscal
incentives to the service sector. SEZs may be created separately for the services
sector, like services export zones.

To reduce the cost-of-service delivery, fiscal and non-fiscal incentives should be
given to both domestic and foreign firms. Countries are giving tax holidays'* (Brazil,
Singapore, Vietnam), reduced corporate tax rates (Vietnam and Singapore), !
investment-linked incentives and benefits under special economic or export
processing zones (Mexico and Singapore),!*? to reduce the cost of service delivery
and channel investment into priority sectors, promote regional development, and
encourage innovation.!¥ Vietnam, for instance, provides corporate income tax
exemptions for up to four years, followed by a 50% tax reduction for nine years for
investments in high-technology, Research and Development (R&D) and
infrastructure sectors.

B, Addressing Challenges in the Export Marfket

Challenges in the export market can be sector-wise and mode-wise. Most of the
challenges, such as the non-recognition of professional degrees or a rigid work

140 Investors are exempted partly or fully from paying income taxes for a certain period.

141 The government sets lower tax rates as an exception to the standard tax rate to attract
capital into specific sectors or regions of the country; therefore, the amount of tax payable
by a business is reduced.

142 Under special zones, eligible enterprises can avail various types of tax exemptions, such
as a complete tax exemption on export income ot reductions.

14 Krista Tuomi, Review of Investment Incentives Best Practice in Attracting Investment,
INTERNATIONAL  GROWTH CENTRE (June 2012), https://www.theigc.otg/wp-
content/uploads/2012/06/Tuomi-2012-Working-Paper.pdf.
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permit and visa regime, are mode-wise. Some suggestions to address these challenges
are given below. It may be noted that India has started negotiating trade agreements
with key export markets and the negotiations now focus on all modes of services,

include greater number of sectors and try to address regulatory issues. The India—
UK trade agreement is one such model agreement, and a more sophisticated
agreement may be designed in the future. Overall, the purpose of these agreements
should be to secure the current regime and prevent future protectionism.

To address the challenges in the export market, it is important to first set up a
process to identify the challenges mode-wise and sector-wise that exporters are
facing in different markets. Once the Inter-ministerial working group have prepared
the vision document and identified the top 30-35 markets with high export potential,
then meetings and consultations with the industry can help to identify the challenges
in different markets. This is needed to have a constructive discussion with the trade
partnets.

1. Recommendations for Enhancing Mode 1 Trade in Services

With the growing use of technology across all service sectors, focus on GCC and
our ability to provide services online, Mode 1 is going to be the key mode for our
exportts, and it deserves special attention in our trade negotiations and trade policy.
India should be an aggressive negotiator and market secker for Mode 1. To do so,
India should do the following:

i. Sign the WTO E-commerce Moratorium

India should support the permanent e-commerce moratorium in the 14 WTO
Ministerial Conference (MC) in March 2026, which will prevent the future
imposition of customs duties on electronic transmissions. For a country where
IT/ITeS, digital startups, e-learning and fintech contribute significantly to exports,
a moratorium enhances market access, lowers transaction costs, and can help
strengthen our position in global services exports.

il. Negotiating Digital Services Chapters in Trade Agreements

India should continue to negotiate digital services chapters in its bilateral and
regional trade agreements. These chapters can include provisions on cross-border
data flows, ensuring that Indian I'T/ITeS and digital setvices firms can transfer data
internationally without stringent restrictions. Further, negotiations should focus on
reducing administrative burdens for service providers and facilitating remote service
delivery under Mode 1. In this context, the chapter on digital trade under India—UK
CETA is a good start. The digital trade chapter should take commitments for
internal agreements like the UNCITRAL, which India has already adopted. India



Special Issue, 2025] Services Sector in India 65

may also explore the possibility of signing stand-alone digital partnership agreements
(DPAs) with countries like Singapore or Japan. DPAs with like-minded and trusted
partners will be beneficial.

2. Facilitating Mode 2 Trade through Visa Reforms

India has a huge untapped potential to export services through Mode 2, which is
often linked to Mode 1 exports. From becoming an education hub to medical value
tourism, it is important to identify trade opportunities and trade bartiers across
multiple countries, especially developing and least developed countries in South
Asia, Africa and ASEAN. Sector-specific issues, like the lack of portability of health
insurance or issues related to the medical travel visa, may be examined.

While taking into account the security concerns, India may review and simplify its
medical travel visa. The duration of medical e-visas should be aligned with the length
of treatment, with simplified renewal mechanisms and reduced dependence on
FRRO approvals. For low-risk countries, multi-entry and longer-duration medical
visas should be introduced to facilitate follow-up treatment and rehabilitation.
Additionally, greater awareness of e-visa facilities must be promoted through
healthcare providers abroad.

3. Recommendations for Enhancing Mode 3 Trade in Services

As Indian services exports grow and invest abroad, it is important to identify the
Mode 3 batriers to exports by country and by services-subsectors sectors, specifically
the FDI restrictions, local employment requitements, legal and joint venture
requirements. Efforts should be made to address these barriers through channels
like FT'As, cooperation agreements, etc. However, India will not be able to be an
aggressive negotiator for Mode 3 until the country opens up its own market and
streamlines requirements for the entry of foreign firms.

1. Enhance Skilled Mobility (Mode 4) through Innovative Policies
and Strategies

India has been proactive in pushing for the mobility of professionals. However, it
should now focus on skilled workforce mobility in select markets along with
professionals. There is a huge shortage of skilled workers like electricians in many
OECD countries, and India has the capability to meet this shortage.!* Some of the
innovative strategies are discussed below.

144 Skills — for  Jobs 2022: Key Insights, OECD 10 (2022),
https:/ /www.oecdskillsfotjobsdatabase.otg/data/S4]2022_results.pdf?.
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il. Negotiate Special Visa Categories for Skill Mobility

India may negotiate a special visa category for skill mobility. Like Singapore or
Australia, India could negotiate H-1B1-type visa arrangements with the US To
secure mobility for professionals who ate in the eatly years of their careers/skill
development, India could also negotiate an Innovation and Early Career skill visa
with Australia, like that in the UK—Australia FTA. In addition, India can explore
participation in the APAC Business Travel Cards scheme, which streamlines short-
term business travel across APAC economies to enhance professional mobility.

i, Introduction of Start-up Visas and Entreprencurship Visas

India should introduce start-up and entrepreneurship visas to attract global talent
and investment, encourage start-up cross-border partnerships, and strengthen its
innovation ecosystem and global competitiveness, following the examples of
countries like Japan, Malaysia and other ASEAN countries, the EU member states
like Estonia, and China, to name a few. This will help in start-up collaborations and
talent mobility.

iv. Negotiate Mutual Recognition of Degrees through Bilateral and
Multilateral Agreements

India should negotiate mutual recognition of degrees and professional qualifications
through bilateral and multilateral agreements with time-bound guidelines, as
demonstrated in the UK—India CETA. For traditional and emerging professions —
such as Ayurvedic practitioners, chefs, and yoga teachers — where the export market
lacks formal accreditation, India should implement standardised certification
systems, like Thailand’s model for massage therapists (which requires nationally
recognised training hours, a certification exam, and licensing through the Public
Health Ministry) and insert this as a component of the trade agreement. Establishing
a robust certification framework through designated nodal authorities, specifying
training hours and skill benchmarks, would enhance the credibility of Indian service
providers abroad and strengthen the reliability of India’s Mode 4 exports.

V. Negotiating Social Security Agreements
India should negotiate SSAs with key countries where a large number of Indian

professionals work, such as the US The recent SSA signed with the UK on May 6,
2025, under the Double Contribution Convention (DCC),!45 alongside the India—

145 A Double Contribution Convention is a type of Social Security Agreement that
coordinates the payment of social security contributions. A DCC does not cover access to
social security benefits like the State Pension and does not change any rules on access to
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UK CETA, provide a start to this process. Additionally, India could pursue multi-
country Certificates of Coverage (COC), particulatly for the EU, where individual
member state SSAs differ in scope and coverage. A COC provides proof that the
employee and employer are exempt from paying social security taxes in the foreign
country, ensuring uniformity across member states.

To conclude, the services sector is the fastest-growing sector in India, contributing
significantly to the country’s GDP, exports and FDI inflows. In a growing world of
geopolitical tensions, India needs to retain its position as a key services exporter,
diversify the market and enhance its export basket. This paper identifies domestic
and external barriers to exports and makes recommendations to strengthen India’s
position as a leading global services exporter. Overcoming barriers in the services
exportts requires a multi-pronged, innovation-driven strategy and multi-stakeholder
partnerships. India must craft a vision document for the services sector, based on
data and evidence, which will prioritise the reform requirements of each services
sub-sectors, and also focus on addressing cross-cutting issues through strengthening
physical and digital infrastructure, capacity gaps through structured and customised
training and remove FDI restrictions to attract foreign investment and make India a
bigger player in global value chain of services.

benefits. DCCs include a provision that allows employees (known as ‘detached workers’) to
continue paying solely into their home social security scheme when they are temporarily
working abroad for an agreed-upon maximum period.

146 If a Social Security agreement assigns coverage of the employee's work to a country (say,
for example, the US), the Social Security Administration issues a Certificate of Coverage for
that country (the US).
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Table A.1. India’s Trade Agreements including Services: Select Examples

Date of Coverage of Coverage of
Trade Date of | o rrce | Setvice Sector services sector
Agreements | Signing
ment — India Partner country
India— June 29, | August | Professional and | Professional and
Singapore 2005 1, 2005 business services | business setvices,
Comprehensi (including accounting,
ve Economic accounting, taxation,
Cooperation taxation, architectural,
Agreement architectural, and | engineering,
(CECA) engineering R&D, tourism,
services), travel, real estate,
computer and | distribution,
related  services, | education,
R&D services, | telecom and
tourism, travel, | financial
real-estate, services!*s,
construction,
telecom, financial,
and selected
transport
services.!47
India— August 7, | January | India offered | Korea schedule
Republic  of | 2009 1,2010 commitments in 28 | covered 31 sub-
Korea sub-sectors among | sectors across all
Comprehensi all 12 broad setrvice | 12 broad setrvice
ve Economic sectors such as | sectors such as,
Partnership business and | computer related
professional services, telecom,
services, R&D, | construction

%7 India — Singapore Comprebensive Economic Cooperation Agreement (CECA), Annex 7A, DEP’T
OF COMMERCE, GOVT. OF INDIA (June 29, 2005), https://www.commetce.gov.in/wp-
content/uploads/2020/05/anx7a.pdf.
48 India — Singapore Comprebensive Economic Cooperation Agreement (CECA), Annex 7B, DEP’T
OF COMMERCE, GOVT. OF INDIA (June 29, 2005), https://www.commetce.gov.in/wp-
content/uploads/2020/05/anx7b.pdf.
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Agreement
(CEPA)

India—Japan
Comprehensi
ve Economic
Partnership
Agreement

(CEPA)

India—
Malaysia
Comprehensi
ve Economic
Cooperation
Agreement

(CECA)

February
16, 2011

February
18, 2011

August
1,2011

July
2011

1

tourism and travel-
related  services,
financial  services
like banking and

insurance etc.!4?

Commitment was
made in sectors
such as
professional  and
business  services
(including
accounting,
taxation,
architectural, and
engineering
services),
computer and
related  services,
R&D services,
telecom  services,
financial services,

travel and tourism
services.!5!

Professional and
business  services
(including
accounting,
auditing,
architectural, and
engineering),
computer and
related  services,
R&D, medical,

services,
education
services and so
on.150

Japan  offered
commitments for
business and
professional
services,
computer  and
information
services, R&D,
telecom,
financial,
distribution,
education,
transport  and

travel services.!52

Business and
professional
services,
computer  and
related services,
IT, construction,
telecom,
financial,
education,
tourism and

149 Nisha Taneja et al., India-Korea CEPA: Harnessing the Potential in Services 4 (ICRIER

Working Paper 280, 2014).

150 14

>

15U India-Japan Comprebensive Economic Partnership Agreement (CEPA), Annex 6, DEPT OF
COMMERCE, GOVT. OF INDIA (Feb. 14, 2020), https://www.commetce.gov.in/wp-
content/uploads/2021/01/IJCEPA_Basic_Agteement.pdf.

152 4.
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dental and para- | travel related
medical  services, | services,
real estate services, | transport  and
rental and leasing | distributional
services, services. 154
management
consulting,
maintenance and
repair services,
telecom, tourism
and travel, and
selected transport
service 133

India— February April 1, | India offered | Mauritius

Mauritius 22,2021 2021 around 95 sub- | provided access

Comprehensi sectors from 11 |in around 115

ve Economic broad services | sub-sectors from

Cooperation sectors.!55 the 11 broad

and service sectors.156

Partnership

Agreement

(CECPA)

India— United | February May 1, | Broader and | UAE offered 111

Arab 18, 2022 2022 deeper services

Emirates commitments were | subsectors to

(UAE) made across all | India.158

Comprehensi sectors and modes

ve Economic of supply. Out of

Partnership 160 service
subsectors, India
offered 100

153 Comprebensive Economic Cooperation Agreement Between The Government of the Republic of India and
the Government of Malaysia, Annex 8-1, DEP’T OF COMMERCE, GOVT. OF INDIA (2020),
https:/ /www.commerce.gov.in/wp-content/uploads/2020/12/ Annex-8-1-Indias-

Schedule-of-Specific-Commitments.pdf.

154 14

155 Press Release, Ministry of Commerce & Industry, Govt. of India, India-Manritius
Comprebensive Economic Cogperation and Partnership Agreement will enter into force on 1st April 2021

(Mar, 31, 2021).
156 4.
158 4.
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Agreement
(CEPA)

India—
Australia
Economic
Cooperation
and Trade
Agreement
(ECTA)

India—
Buropean
Free  Trade
Association
(EFTA)
Trade
Economic
Partnership
Agreement

(TEPA)

and

April 2
2022
March 10,
2024

Decemb
er 29,
2022

October
1, 2025

subsectors to
UAE.157
India offered

market access to
Australia in around
103 setrvice sub-
sectors. Moreover,
it also granted
MEFN status in 31
sub-sectors, spread

across 11 broad
service sectors
such as business
services,
communication
services,
construction
services and so
on.139

India has offered
commitments in
105 sub-sectors. 161

Australia offered
commitments Iin

around 135
services sub-
sectors and

provided MFN
status in 120 sub-
sectors covering
key areas in
India’s interest.160

EFTA
commitments:
128
(Switzetland),
114 (Norway),
107
(Liechtenstein),
110 (Iceland).162

157 Press Release, Ministry of Commerce & Industry, Govt. of India, CEPA is the growth engine
Sor India-UAE bilateral trade May 1, 2023).

159 14

160 Press Release, Ministry of Commerce & Industry, Govt. of India, India Australia Econoniic
and Cooperation Trade Agreement comes into force (Dec. 29, 2022).
161 Press Release, Ministry of Commerce & Industry, Govt. of India, India-Eurgpean Free Trade
Association Trade and Economic Partnership Agreement (IEPA) to come into effect on 01 October 2025

(Sept. 30, 2025).
162 Id
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India—UK July 24,1 2026 India has | UK has
Comprehensi | 2025 committed in 108 | committed 137
ve Economic subsectors, sub-sectors,
and  Trade including including areas of
Agreement Accounting significant
(CETA) Services, Telecom | interest to India

Services, Financial | such as IT/TTeS,
Services, Professional
Environmental Services, Other
Services, and | Business Services
Auxiliary Air | and Educational
Transport Services.164
Services.163
India—Oman | December | 2026 India made [ Oman has
Comprehensi | 18, 2025 commitments  in | offered 127
ve Hconomic computer and | services sub-
Partnership related  services, | sectors.  Oman
Agreement business setvices, | has offered to
(CEPA) professional increase the
services, R&D, real | quota for Intra-
estate and rental | Corporate
services and so | Transferees from
on.165 20% to 50%.166
India—New December | 2026 India made | New Zealand has
Zealand FTA | 22, 2025 commitment in | extended
(Conclude nearly 100 | commitments in
d FTA additional service | around 118
negotiatio service sectors of
ns) interests to India.
Uncapped
163 Id

1% Synopsis of Key Chapters of India-UK Comprebensive Economic and Trade Agreement (CETA),
DEPT OF COMMERCE, GOVT. OF INDIA (Aug. 6, 2025), https://www.commetce.gov.in/wp-
content/uploads/2025/08/India-UK-CETA-Synopsis-of-Key-Chapters.pdf.

195 Tndia Oman Comprehensive Economic Partnership Agreement, Annex 8A, DEP"T OF COMMERCE,
GOVT. OF  INDIA (Dec. 20,  2025), https://www.commetce.gov.in/wp-
content/uploads/2025/12/17062025-Final-8A-India-Service-Schedule-Clean-
uploaded.pdf.

166 1]
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sectors beyond its | student numbers
GATS offers.1¢7 with 20
hours/week
work rights and
extended  post
study work (up to
3-4 years), new
TEE visas for
professionals and
1000 Working
Holiday visas.!68

Source: World Trade Organization; Ministry of Foreign Affairs, Nepal; Ministry of Commerce,
India; Enropean Free Trade Association.\®

167 New Zealand-India Free Trade Agreement: Key Outcomes, NEW ZEALAND MINISTRY OF
FOREIGN  AFFAIRS AND TRADE, https://www.mfatgovt.nz/en/trade/free-trade-
agreements/ free-trade-agreements-concluded-but-not-in-force/new-zealand-india-free-
trade-agreement/key-outcomes.

18 Factsheet: India And New Zealand Conclude Free Trade Agreement, DEP'T OF COMMERCE,
GOVT. OF INDIA (2025), https:/ /www.commetce.gov.in/wp-
content/uploads/2025/12/Fact-Sheet-NZ-FTA-dec-22-for-Website-ver2.pdf.

169 WORLD TRADE ORGANIZATION; Ministry of Foreign Affairs, Nepal; Ministry of
Commerce, India; European Free Trade Association.



