KM (Knowledge Management)
Published: 24/12/2012 at 09:57 AM
Newspaper section: Asia focus

India-Asean FTA

-

India-Asean FTA expands Leaders
conclude talks to expand trade pact to cover
services and investment as they mark 20 years
of cooperation
India and the Association of Southeast
Asian Nations (Asean) have concluded a longawaited free trade agreement on services and
investment, marking 20 years of cooperation
between New Delhi and the fast-growing
region.The pact is forecast to help India and the
10 Asean members increase the value of
bilateral trade to $100 billion by 2015, up 30%
from $57.9 billion in the fiscal year ending
March 31, 2011, said Cham Prasidh,
Cambodia’s senior minister of commerce. “It
will be a game-changer for the nature of
economic relations between the two zones,”
added Indonesian Trade Minister Gita Wirjawan.
Though the agreement was announced at the
Asean-India Commemorative Summit last
Thursday, implementing it fully could take up to
a year, he added
India and Asean have had an FTA
covering goods since 2010. It represents one of
the world’s biggest free trade areas with a
market of 1.8 billion people and a combined
gross domestic product of $2.8 trillion.

20
21

2555
(

)
30
2558

Regional Comprehensive Economic
Partnership (RCEP)
2553

2.8

1.8

The new FTA will provide further impetus for talks on the Regional
Comprehensive Economic Partnership (RCEP), which envisions a market comprising
more than half of the world’s population and 30% of its GDP.A total of 16 countries —
Asean plus China, India, Japan, South Korea, Australia and New Zealand— are part
of the talks on a comprehensive partnership that would allow a greater flow of goods
and services and avoid a host of overlapping deals.The talks come amid growing
tensions with China, however, with some Southeast Asian nations wanting India to
play a greater role in the region. The meetings last week in the Indian capital
attracted top leaders including the prime ministers of Thailand, Singapore, Cambodia,
Malaysia and Vietnam, and the presidents of Indonesia and Myanmar.India has been
building bridges with Southeast Asian countries since it announced its Look East
Policy more than a decade ago in an effort to go beyond its traditional trading
partners in the West. Asean countries for their part have been attracted by India’s
growing economic clout and the market of 1.2 billion people
“Asean-India trade has moved up 22% in the past six years. In fact, the trade
volume in 2011-12 increased by more than 37% to reach $79 billion, exceeding the
target of $70 billion,” said Indian Foreign Secretary Ranjan Mathai. In comparison,
China’s trade with Asean countries was $363 billion — more than four times that with
India.However, as disputes fester between China and countries including Vietnam
and the Philippines over the South China Sea, geopolitical experts say Asean
countries are leaning toward India to explore how the regional heavyweight can
balance out Beijing’s power in the region.
India is exploring for oil and gas in the disputed waters with Vietnam despite
objections by Beijing. Indian officials say New Delhi needs more air and road links to
Southeast Asian countries to explore full potential of the region.The FTA on services
and investment had encountered some roadblocks, with India demanding that Asean
open up its services sectors further, including steps to cover independent
professional services and contractual service suppliers at all levels.Asean proposed
certain limitations on the sector as well as protections from the impact of liberalisation
of investment. However, discussions progressed since the Asean Summit in Phnom
Penh last month, with Asean leaders showing stronger commitment to the expanded
FTA.
India has now dropped its request for independent professional services and
as a trade-off Asean dropped its request for prudential measures in financial services.
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Asean members and India will also put
.
requirements and limitations of contractual
service suppliers in its own schedule of
.
liberalisation commitments.
Each country
is expected to finalise legal documents for the
pact on services and investment by February
2013. The formal signing is scheduled for
August next year during a scheduled meeting
between Asean economic ministers and India’s
minister of commerce and industry, Anand
Sharma, in Brunei.
The completion of the
FTA on services and investment will smooth
the process of RCEP talks as the features in
the agreement are similar to other deals with
Asean FTA partners, such as negative lists for
investment and a positive approach for trade in
services.Asean and its six partners will start the
first round of RCEP talks next year to form the
world’s biggest economic bloc in 2015.The
trade pact is seen as way for Asean to maintain
what it likes to call its “centrality” amid the
emergence of new challenges from the TransPacific
Partnership.
The
TPP,
which
Washington favours, is open to all Asean states
but few have entered talks so far. China also
has shunned the TPP, which some critics of
Washington say appears designed mainly to
further American business interests.
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