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A
ccountancy services are

core to movement of capi-

tal, trade and industry and

therefore, have always been at the

centrestage of WTO negotiations,

right from 1995. The General

Agreement on Trade in Services

(GATS) involves a commitment to

progressively liberalize trade in ser-

vices and for the purpose negotia-

tions are underway since 2000. The

Request-offer approach is the main

method of negotiation. Each coun-

try tables its requests to its trading

partners (i.e. their lists of demands

seeking greater market access) and

in turn also places its offers to its

trading partners (i.e. the concession

that they are willing to offer giving

greater market access through

imports of services). Pursuant to the

Doha mandate, participants in the

services negotiations have been

exchanging bilateral initial requests

and initial offers. 

Out of 148 member countries,

56 have so far given commitments

in accounting, auditing and book

keeping services (and as a part of

the on-going process of negotia-

tions, 39 countries have also made

their initial/fresh offers). Thus 60%

of the countries have not yet given

their commitments. Out of the 56

countries only 39 have given com-

mitments for all the categories,

namely, accounting, auditing and

book-keeping services; 8 in one of

the category and 9 in two cate-

gories. The quality of commit-

ments given further limits the

access to markets for accountancy

services in those markets. For

example, commitment given for

Mode 4 i.e. movement of natural

persons are only for intra-corporate

transferees i.e. managers, execu-

tives etc. of an entity to work for it

in other countries.  A few countries

have given commitments for con-

tractual service providers. Most

significantly, from the point of

view of countries like India, hardly

any country has given any commit-

ment or made offer for independent

professionals, that is, when one

goes, as an independent profes-

sional, to another country to pro-

vide services over there as a service

provider. A look at offers made by

39 countries under on-going nego-

tiations suggests that only India has

offered effective access for the

independent professionals.  

Further, there are number of

limitations, across the board. In

generality, limitations refer to those

on residency, nationality, citizen-

ship etc.  Unlike India, wherein the

citizen of any country can acquire

Indian chartered accountancy qual-

ification, it is not the case in many

Accountancy
Sector—Issues for

Negotiations
Under GATS

AACCCCOOUUNNTTIINNGG

The author is the Secretary of The ICAI.  He can be reached at ashokhaldia@icai.org

—Dr. Ashok Haldia

A look at offers
made by 39
countries under

on-going negotia-
tions suggests that

only India has offered
effective access for the
independent professionals.
Unlike India, wherein the
citizen of any country can
acquire Indian chartered
accountancy qualifi-
cation, it is not the
case in many of
the countries.



THE CHARTERED ACCOUNTANT 1032 FEBRUARY  2005

AACCCCOOUUNNTTIINNGG

of the countries. There are numer-

ous professional and non-profes-

sional barriers, apart from proce-

dural and regulatory requirements,

which are burdensome, costly and

time consuming.  To illustrate, visa

restrictions are most lethal to deny

access even for appearing in pro-

fessional accountancy examina-

tions. The competitive advantage

of India lies in the comparative cost

of expertise. 

However, if countries impose

limitations of wage parity for

example in USA that debar provi-

sion of services at a cost less than

that at which a citizen of that other

country provides, makes any open-

ing-up for Indian accountants

meaningless. Many countries have

put a condition requiring foreign

accountants to have an office along

with a local partner, and local work

experience requirements even

under mode 4. The social security

requirements, for example in EC,

while requiring contributions to be

compulsorily made do not entitle

one to get any benefits out of those

contributions.  

In the initial offer for accoun-

tancy services, India has offered

full commitments in accounting

and bookkeeping services under

Mode 1 (cross border supply) and

Mode 2 (consumption abroad).

While no commitments have been

made for commercial presence

under Mode 3, Mode 4 (movement

of natural persons) has been kept

unbound subject to horizontal

commitments made across the

board for all the services. India’s

proposed schedule of commit-

ments is very easy to understand,

transparent and predictable.  But

unlike India, the offers given by the

other Member States, including

that of EC and USA, are too com-

plex to understand and lack trans-

parency. For example, while

understanding and interpreting the

offers made, one gets bewildered at

the meaning, in-between the lines

and missing words. Sentences, at

times, are not clear or crafted in a

manner that eventually might lead

to denial of market access to those

countries. For example, in case of

Canada’s Initial

Offer under

horizontal com-

mitments, the

specialists have

been defined as

natural persons

employed by a

juridical person

who possess

s p e c i a l i z e d

knowledge at

an advanced

level of exper-

tise and proprietary knowledge of

the juridical person’s product, ser-

vice, research equipment, tech-

niques or management. These

offers cannot be considered consis-

tent with the principles of under-

standability, transparency and pre-

dictability enunciated in GATS.

There has hardly been any signifi-

cant benefit accruing to the ser-

vice providers in the develop-

ing countries. The progress so

far also reveals the hollowness

of the commitments/offers that

have been given by the other

countries when compared with

the offers given by India in

terms of opening up of accoun-

tancy services.  

The real difficulty in

movement of accountants and

accounting services lies in the

recognition of the professional

qualification. As the chartered

accountants going abroad, from

India, are increasing day by day,

and there is vast potential in that

regard, recognition of qualification

has become core to enablement of

Indian accountants to render ser-

vices in other countries. However,

the developed countries are not

adopting a reasonable process; a

process, which is objective, fair

and transparent. Indian pro-active-

ness in this regard it seems has

been taken as its over zealousness.

In the process, of course, small

gains have been made for the pro-

fession in the case of Canada, UK,

Australia and as well as New

Zealand, to the extent that some

eligibility exemptions, process
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exemptions, some subject

paper exemptions for Indian

accountants have been

obtained, in case they want

to acquire the membership

of those bodies. Some of

the countries have not

been coming forward to

undertake the process and

complete the same exp-

editiously.

Framework of Disci-

plines on Domestic Regu-

lations in the Accountancy Sector,

as adopted by the GATS, is too

broad to be effective for conclud-

ing mutual recognition agreements

(MRAs).  In this regard, a compre-

hensive framework was mooted.

The framework suggested that any

member country should have a

right to propose MRA with any

other country; and ask for the infor-

mation necessary for qualification

evaluation. The other country

should be bound to give the infor-

mation. A format for the qualifica-

tion appraisal outlining the issues

like educational qualification,

examination system, technical

standards and procedural require-

ments was suggested.  It was

emphasized that the framework

should provide for a forum (under

GATS) whereat the aggrieved

country can raise the issues and

concerns for resolution in an

impartial, fair, objective and timely

manner. 

Trade in professional services

is different from trade in products

in the sense that the quality of ser-

vice provider is key to movement

of such services.  Negotiations in

the professional services sector

would thus require to focus not

only on removal of professional

and non-professional barriers but

also on recognition of profes-

sional/educational qualification

backing the service providers in

different jurisdictions. GATS have

failed to effectively address the

same so far, and this poses

greatest challenge to the suc-

cess of GATS.

Another problem that

GATS faces today is the lack

of availability of data to facil-

itate analysis and proper per-

spective on offers to be made

and an examination to enable

well considered response to

the requests received. In

order to evolve a strategy for

growth for exports of the accoun-

tancy services and to identify mea-

sures for promotion thereof need

for a comprehensive database with

empirical research is obvious.

India, like most of other countries,

lacks the same. 

Recently, at the

insistence of ICAI,

RBI decided to allot

purpose code in

revised A2 form (for

import and export of

accounting, auditing,

book keeping and tax

consultancy services).

This is, however, not

enough as a common

code for accounting,

auditing, book keep-

ing and consultancy services,

which by very nature, are not

homogeneous and can be provided

by different category of service

providers. There is a need to bifur-

cate the purpose codes to provide

for the services that accountants do

render. Tracking of trade informa-

tion in respect of each of the ser-

vices listed in WTO classification

together with mode-wise, and des-

tination-wise details, is vital for a

meaningful response to GATS. 

Basic objective of a multi-

lateral trading system is to seek

better market access for goods and

services- agreements are expected

to be based on the principle of

equity and balance though eve-

ntually, based on underlying

principle of give and take. No

doubt if all the countries are

allowed to take a position which

best served their interest there may

not possibly be any agreement. At

the same time, it is also to be

realised that there exist significant

differences amongst the countries

not only in terms of the level of

development and objectives of

national policy. Inequities and

imbalances in negotiations and

commitments have seriously jeop-

ardized implementation of the

GATS in letter and spirit. ■
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