
Implications of trade 
agreements for construction 

services
Rohan Samarajiva

Chamber of Construction Industry, 28 March 2016



Why agreements?  Sri Lanka’s exports of 
goods & services as % of GDP, 1971-2014

http://www.tradingeconomics.com/sri-lanka/exports-of-goods-and-services-percent-of-gdp-wb-data.html



On the past

• Wrong to say ILFTA
favored India

• Source: W.A. 

Wijewardana in FT.lk



Experience with agreements 
covering goods & services



NAFTA (1994): US, Canada & Mexico

• Mexico has since entered into 44 trade deals, more than any other country. 

• The World Bank calculates that Mexico is one of the most open large economies in the world: 
exports plus imports are equivalent to 66% of GDP, compared with 26% for Brazil and 42% for 
China. 

• The Boston Consulting Group finds in a survey that its people take a positive view of the future: 
77% of Mexicans say they are optimistic, and only 6% that they are very pessimistic. 

• When the North American Free Trade Area (NAFTA) was created in 1994 it was as controversial in 
Mexico as it was in the United States: a Yanqui conspiracy, according to those on the left, 
designed to turn their country into a colony of El Norte. 

• Today the Mexican elite speaks with one voice on the subject. Mexico is now one of the world’s 
top 15 manufacturing economies and one of its top five car producers. The output of the ten 
largest car plants rose from 1.1m vehicles in 1994 to 2.9m in 2012. 

• Mexican consumers now have access to a huge range of multinational brands: marketers refer to 
young, middle-class Mexicans as the “children of NAFTA”, because their taste is so cosmopolitan.



Vietnam joined WTO in 2006. Additional 
Trade agreements since then

• TPP (signed, not yet in 
effect)
•Russia, Kazakhstan, 

Belarus (signed, not yet 
in effect)
•ASEAN Free Trade Area
•ASEAN-Australia+NZ FTA
•ASEAN-India CECA

•ASEAN-Japan CEP 
•ASEAN-China CECA
•ASEAN-Rep of Korea 

CECA
•Chile-Vietnam FTA
• Japan-Vietnam ECA
•Rep of Korea-Vietnam 

FTA



Results: Exports increased x 9.5 (v x 2.1 for Sri 
Lanka) in 2000-2014 

Vietnam  
(2000)

Vietnam 
(2014)

Multiple Sri Lanka 
(2000)

Sri Lanka 
(2014)

Multiple

FDI (USD
millions)

1,298 9,200 7.1 173 1,616 9.3

Exports (USD 
billions)

17 161 9.5 5.5 11.3 2.1

Source:  Sri Lanka BOI



Services trade: data and 
problems thereof 
Mukherji, I.N. & Iyengar, K. (2013).  Deepening economic cooperation between 
India and Sri Lanka.  Manila: ADB. 



India’s service exports by sector, 2004-07



India’s service exports by sector, 2004-07



Sri Lanka’s service exports by sector, 2004-08



Sri Lanka’s service exports by sector, 2004-08



Software/BPO Export Revenue 2007
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Source: EDB Export Value Survey 2007 5

How can the differences, 175m v 154m (IT) & 196m 
(bus svs) v 57m (ITES), be explained?



Problem with data on services trade

• No customs chokepoints  no reliable data sources

• Actors have incentives to overstate/understate

• One of the world’s best statistical agencies, StatsCan, uses mandatory 
questionnaires administered to a sample 
• “Roughly 3,200 firms receive the international trade in services 

questionnaires, 2300 of which are surveyed annually and 900 of which are 
surveyed once every 3 years. The surveys are believed to cover most of the 
large corporate importers and exporters of services. 

• “Responding to this survey is mandatory.”
• http://www.statcan.gc.ca/cgi-

bin/imdb/p2SV.pl?Function=getSurvey&SDDS=1536&lang=en&db=imdb&adm=8&dis=2

http://www.statcan.gc.ca/cgi-bin/imdb/p2SV.pl?Function=getSurvey&SDDS=1536&lang=en&db=imdb&adm=8&dis=2


What the CEPA negotiators did 
prior to 2008, re construction 
services 



Revealed comparative advantage by sector, 
2007-08



On revealed comparative advantage in 
construction services



Why construction services were not included 
in Sri Lanka offers under CEPA



Scheduling of commitments in 
services-trade agreements



Flexibility in scheduling of service sector 
commitments



Singapore’s schedule of limitations on market 
access & national treatment in CECA with India



All sector commitments are subject to following 
horizontal limits on national treatment



India’s schedule of limitations on market access & 
national treatment in CECA with Singapore



All sector commitments are subject to following 
horizontal limits on market access & national treatment



Mode 4 is excluded from ETCA, 
but useful to understand



Why a legal framework for Mode 4?

• Services trade in Modes 1 and 2 are difficult to police (or even get 
data on)
• But generate demand for Mode 4 (also generated by investment in agriculture 

and manufacturing) 

• Modes 3 & 4 are integrally connected to investment and are de facto 
liberalized; why oppose de jure liberalization?
• Countries that want foreign direct investment will get it, with or without rules 

[not discussed in interests of time]
• Particularly where Mode 4 is not rule-governed, power relations likely to 

dominate
• Investors will bring in the personnel they want on a case-by–case basis (what happens 

now, under BOI)
• But officials/politicians may use discretionary power to extract rents 



Mode 4 rules do not abolish immigration laws; simply reduce 
discretion & increase certainty

• Highly liberal form of regulating trade-related movement of 
natural persons
1.Both countries to take full commitment within CEPA on independent 

professionals delinked from commercial presence.

2.To put in place a visa system to ensure the fulfillment of Horizontal and 
Sectoral Commitments undertaken.

3.Undertake to put in place a Visa system ensuring grant of multiple entry visas 
to professionals.

4.Allow inter-firm mobility to professionals.

• Milder version would link professionals to commercial presence & 
exclude independent professionals



Mode 4 variations

Country A Country B

Mode 4: Presence of 
natural persons

Consumer Natural PersonNatural 
Person

Service
Firm (foreign)

Delinked from
commercial
presence

If the service firm entered
on basis of Mode 3 (linked
to commercial presence)

Service
Firm (local)

Delinked from
commercial
presence

Interfirm
mobility

In all cases, natural 
person goes to Country A


