Oral Answers [23 APRIL, 2008) to Questions 13

423, [The ques.tioner Shri Rajeev Chandrasekhar was absent. For answer vide page 23
infra.)
Exports and Imports under FTA

*424. SHRIAMIR ALAM KHAN: Will the Minister of COMMERCE AND INDUSTRY be
pleased to state:

(a) whether international trade between India and several other countries is being carried
out under the Free Trade Agreement (FTA):

(b) if so, the details thereof alongwith the names of the countries with which FTA has
been signed;

(c) the reduction in taxes applicable under the agreement; and

(d) the average value of annual exports and imports made under the agreement during the
last three years?

THE MINISTER OF STATE IN THE DEPARTMENT OF COMMERCE, MINISTRY OF
COMMERCE AND INDUSTRY (SHRIJAIRAM RAMESH): (a) Yes, Sir.

(b) to (d) A Statement is laid on the Table of the House.

Statement

(b) and (c) The details alongwith the names of the countries with which India has signed
FTAs and the tariff reduction schedule are given in enctosed Statement-I (See below)

(d) Country-wise details of the commodities, exported and imported during the last three
years are given in Statement-11,

' Statement-1
’ .
Details of Free Trade Agreements and tariff reduction schedule
Name of the Date of signing Date of Tarilf Liberalization
Agreement/Country Implementation Programme
1 2 3 4
India-Sri Lanka FTA 28th December 1998 March, 2000 Zero duty entry of Sri

Lankan goods since March,
2003, except for items kept
in sensitive/ncgative list.

Agresment of SAFTA  4th January, 2004  Ist January, 2006 Zero duty for LDCs
(Bangladesh, (Tariff concessions (from 1.1.2008 by India)
Bhutan, Maldives, implemented Trom 1st and 0-5% for Non-LDCs.
india, Nepal, Pakistan « July, 2006 Being further liberalized in
and Sri Lanka) 2008. A sensitive/negative
e list is kept to take care of

domestic interests.
India-Singapore CECA  29th.June, 2005 1st August, 2005 Zero duty in April, 2009,
Supplemental agreement by

CCEA in November 2007 for
items other than those kept
in sensitive/negative list.
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1 2 3 4

ndia- Nepal Treaty of 6th March 2007 Agrcement;vahd for Zero duty entry of goods

“rade five years from 6th March airédady atlowed (except

07 Fresh negotiations to 1tems in Negative List

= commence 1n 2008 and Tanff Rate Quota

-~ (TRQ) *LisH)
ndig>-Bhutan Renewed from 29th  Agreement valid for ten  Zeto duty eatry of goods
eement on Trade July, 2006 years from 29th July already dllowed

~ommerce and Transit 2006

*Tariff Rate Quota (TRQ): A tariff quota is a two-tiered tariff. In a given petiod, a lower
ariff (inquota tariff) is applied to the first specified units of imports and a higher tariff (over-
juota tariff) is aplied to all subsequent imports. The higher tariff is often set so high that
imperts are not profitable beyond the limited volume.

Statement-11

Country-wise details of the commodities exported and importéd during last three years
(2005-2008)

Country 2005-2006 2006-2007 200708
(April-Dec. 07)

Export Import Export Import ~ Export Import
Singapore 3366.19 1789.76 6021.06 5470.16 5133.;4 5620.01
Bangladesh 166436 12703 1628.58 2283 1599.53 93.05
Bhutan 9.17 88.77 58.68 14144 6268 154.02
Maldives 67.58 198 636 3.06 6139 27
Nepal 85997 379.85 93145 306.02 913.72 31194
Pakistan 68923 179.56 1348.32 323.19 132037 211.86
Sri Lanka 202467 57711 225411 470.52 1916.13 330.52
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SHRIJAIRAM RAMESH: Sir, as is well known, the policy of the Government of India
and of the successive Governments has been to give priority to multilateral trade
Inegotiations. Our effort has always been to have a multilateral trade agreement under the
aegis of the WTO. However, pending the conclusion of the Doha Round, many countries
have gone into bilateral Free Trade Agreements. India cannot afford to remain a mute
spectator to this. That is why, India too has started negotiating FTAs with a number of
countries. The hon Member wants to know with how many countries, we have FTAs as of
now. As of now, Sir, we have five Free Trade Agreements. We have a Free Trade Agreement
with Sri Lanka. We have a South Asian Free Trade Agreement, which is, SAFTA. We have
a Comprehensive Economic Partnership Agreement with Singapore. We have a Free Trade
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Agreement with Bhutan. We have a Free Trade Agreement with Nepal. A number of Free
Trade Agreements are being negotiated, like with ASEAN, Mauritius, the Gulf Cooperétion
Council, Israel and the European Union. But, as of now, we have only five Free Trade
Agreements.
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SHRIJAIRAM RAMESH: Sir, as far as Bafigladesh is concerned, our tota) exports to
Bangaldesh are close to $ 2 billions. Oug.irfiports from Bangladesh are about $ 200 billion.
In fact, we have a huge trade surplys”With Bangladesh, not a trade deficit. Now, as far as
linking our trade with transit is geficerned, we have always been requesting the Bangladesh
Government to look at the issue of transit rights through Bangladesh seriously. We have
not been very successful. But, we hav not held back increasing trade as far as Bangladesh
is concerned. As far as Pakistan is concerned, the hon. Member is well aware that Pakistan
does not grant us the Most Favoured Nation status. In spite of the fact that Pakistan has
not given India an MFN status, which we have given to Pakistan since mid 90's, we have
increased our trade with Pakistan. Our exports to Pakistan are about $-1.6 billion and our
imports for Pakistan are about $ 400 million. So, we have a huge trade surplus with Pakistan.
As far as China is concerned, we do not have a Free Trade Agreement. We have a Joint
Study Group which is examining the feasibility of having a Free Trade Agreement. However,
trade between India and China has increased spectacularly. Imports from Chéina have gone
up. Our exports to China have also gone up. I do not think it is possible to look at trade
balances only in terms of specific countries. We must look at the overall balance of payments
and judge from that point of view. I do not think our trade with China is cause for any alarm,

SHRI B.J. PANDA: Sir, of all these Trade Agreements, the most important one is the
SAFTA which concerns our immediate neighbours. Recently, the hon. Minister's senior
Cabinet colleague was quoted in the media that our MFN status to Pakistan is now under
review or would be reviewed because they are not reciprocating the same facilities to us.
Would the hon. Minister tell us if Pakistan is, in fact, required to give us MFN status under
the SAFTA Agreement? Is it at all our interest to cancel our MFN status to them, because we
have a lot of third country exports to them, which go through Dubai and other countries? Is
it at all in our interest to consider reviewing this, or, are they required to give it to us?

SHRI JAIRAM RAMESH: Sir, the grant of MFN status is under the WTO regime. Granting
MFN status means the country will not discriminate against others. It is a fundamental
principle of international trade. America does not give MFN status ot Cuba and Pakistan
does not give MFN status to India. These are the two examples where the MFN principle has,
indeed, been violated. However, Sir, the policy of the successive Governments has been that
even though Pakistan has not given us the MFN status, we should continue to pursue
economic engagements with Pakistan. That policy has been a success. As I mentioned, our
exports to Pakistan today, our legal exports to Pakistan, direct exports to Pakistan is about
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$ 1.6 billion. Our imports from Pakistan are about 300-350 million dollars. We will continue to
pursue the grant of an MFN status to India. The continued denial of an MFN status is a clear
violation of international law but we do not want to hold that up to pursue economic ties with
Pakistan,
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SHRIJAIRAM RAMESH: Sir, I have already answered this question in a previous Session
of this House that while there is indeed a Joint Study Group to examine the feasibility of a
Free Trade Agreement between India and China, this is an issue in which there are deep
divisions, both within the Government as well as within Indian indsutry. No final decision
will be taken on a Free Trade Agreement with China without consultation with all stakeholders
including industry. As of now, Sir, pursuing of a Free Trade Agreement with China is nota
priority as far as the Government is concerned.

SHRIN.K. SINGH: Sir,{would like to find out from the hon. Ministér that in terms of
the total number of FTAs which the hon. Minister has enumerated we are undertaking,
whether any study has been made on studying the efficacy and value of Free Trade
Agreements versus a multilateral trading system and to what extent Free Trade
Agreement are trade deflection instead of being incremental in enhancing the multiplier
gains from trade.

‘ SHRIJAIRAM RAMESH: Sir, there is no question absolutely in my mind as in the
mind of most Economists and trade experts that Free Trade Agreements are the second
best option. It is not the best option. The best option remains multilateral trade
negotiations rule-based under the aegis of the WTO. However, as I explained, because
of the continued impasse, particularly, on Doha round, many countries and blocks of
sountries have restorted to having bilateral Free Trade Agreements. And, Sir, India will
get edged out of regional and internationai markets if it too does not pursue this
course. However, I share the hon. Member's concern that this is not an optimal route.
We should continue to pursue multi-lateral trade liberalisation even as we pursue
selectively Free Trade Agreements.

As far as the study is concerned, Sir, this matter is under review constantly. The
Indo-Sri Lanka Free Trade Agreement has been the longest in existence, and 1 can
categorically say that the Indo-Sri Lanka Free Trade Agreement is an outstanding
example of success both for India we well as Sri Lanka. In fact, the political and
strategic relationship between the two countries has been transformed because of the
success of the FTA. The other FTA that has been in existence for quite some time is
the one with Singapore and even with Singapore our trade balance is broadly good.
Our exports to Singapore are about six-and-a half billion dollars and our imports are
also about six-and-a-half billion dollars.

So, I want to assure the hon. Member that the impact of the FTAs are constantly under
study and if we find that the FTAs are working against our interests, we will take preventive
measures to protect Indjan industry and Indian agriculture.



