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June 16, 2022

The Honorable Minister Piyush Prakash Goyal
Minister of Commerce and Industry

Udyog Bhawan

New Delhi 110 107

Dear Minister:

We write to express our deep concerns regarding the potential collapse of a longstanding multilateral
agreement not to impose customs duties or restrictions on data moving across transnational ICT networks
— the so-called Moratorium on Customs Duties on Electronic Transmissions. The collapse of this WTO
agreement would put a strain on India’s international economic and trade relations and more particularly,
its attractiveness as an investment destination.

We understand that India has adopted a position of opposing renewal of this agreement. We are perplexed
by this position, as few (if any) countries have more to lose from the imposition of customs duties and
restrictions on data transfers. We urge you to consider all reasonable “compromise” solutions that would
meet India’s needs, such as an agreement on structured discussions in the WTO E-Commerce Work
Program, coupled with a report to Ministers.

As reflected in the attached Global Industry Statement?® supported by 110 associations (including Indian
associations), the WTO Moratorium is essential to the interests of millions of Indian workers as well as
workers around the globe who are directly employed in high technology sectors, including semiconductors,
software, and data processing. For example, Indian software industries benefit from significant cross-border
integration and two-way investments and trade that benefit workers India and around the globe.

Such customs restrictions on the Internet are fundamentally at odds with Prime Minister Modi’s vision of a
$1 trillion “Digital India” economy. In fact, such restrictions could well cause India’s digital economy to shrink
— rather than grow. India currently enjoys a large share of software development and global data processing
activity, serving many global customers and eclipsing China and many other countries. However, if India
imposes customs duties on inbound data transfers — coupled with restrictions on outbound data transfers
proposed under various other measures — India will isolate itself from the world, undermining its own
comparative advantage and the thousands of Indian startups and small and medium-sized enterprises that
benefit from the free flow of data across borders. Customs duties on inbound data transfers, software, and
digital tools will fuel inflation, raising the costs of these digital inputs for Indian enterprises while
simultaneously reducing the global competitiveness of Indian enterprises. Ultimately, this trend will
encourage purchasers of Indian digital goods and services to seek to diversify away from Indian sources
of supply. Customs duties on electronic transmissions will increase the cost of basic digital services for
Indian consumers, decreasing the utility of the digital technologies manufactured in India both for Indian
and global markets. Finally, countermeasures by other countries could significantly exacerbate these costs.

Similarly, customs restrictions on the Internet would impede India’s efforts to attract diverse semiconductor
industry investments in design, development, and manufacturing, where the free movement of R&D, design,
manufacturing data within and across borders is critical. The task of chip design and manufacture can be
massive in scope, requiring large R&D and design teams consisting of hundreds of highly skilled engineers
spread across the globe to collaborate for years before a design is ready for production. This complex R&D
and design process involves an innumerable number of cross-border data transfers, which are foundational
to the more than $4 trillion global IT spending every year. Today, India is home to more than 20% of the
world’s semiconductor design workforce.
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Upholding the moratorium is absolutely critical for India to further bolster its leading role in chip design,
which the entire Indian ICT ecosystem benefits from. Tariffs on chip design transmissions risk global supply
chains and could cause semiconductor and downstream tech companies to conduct design in jurisdictions
that do not have such limitations. For India to best attract foreign investment and maintain the supply chain
necessary to enhance its semiconductor ecosystem, it is important to remember that the semiconductor
design and manufacturing sectors can only be successful and competitive in an environment that permits
the protected and seamless movement of data without being impeded by customs restrictions and other
intrusions into a secure and resilient semiconductor supply chain.

Finally, India is one of the world’s most successful exporters of cultural content — films, music, and published
works — transmitted over computer networks. Indian software designers also contribute significantly to the
growth of entertainment software. In all of these areas, if India imposes duties on imports, it can reasonably
expect reciprocal treatment from its key export markets.

Numerous economic studies have analyzed the potential impacts of such duties. These studies do not
support the view that India’s imposition of customs duties on software, data, manufacturing designs, or
other digital tools is in India’s interest. In fact, one such study predicts that India would stand to lose 49
times more in economic growth than it would generate in customs duty revenues — underscoring India’s
vulnerability — as a large net exporter of digital products and services transmitted over electronic networks
— to customs duties imposed on such transmissions.

We strongly support Prime Minister’s vision of a Digital India and of India as a global hub for advanced
Indian semiconductor manufacturing. For many of our member companies, India remains the primary locus
of foreign business activity, the primary site for large-scale digital investments, and the closest and most
trusted business partner. We urge India not to change that calculus by blocking the renewal of the WTO
Agreement upon which so much of the India’s high technology leadership position depends.

We greatly appreciate your consideration of these perspectives, and hope that the conclusion of MC12 will
not produce a result that jeopardizes India’'s comparative advantage in services and digital technologies.

Sincerely yours,

ACT | The App Association

Australian Services Roundtable

BSA | The Software Alliance

Coalition of Services Industries

Computing Technology Industry Association
Consumer Technology Association
European Services Forum

Global Data Alliance

Independent Film & Television Alliance
Information Technology Industry Council
National Foreign Trade Council
Semiconductor Industry Association

Small Business & Entrepreneurship Council
United States Council for International Business

CC:
The Honorable B.V.R Subrahmanyam
Commerce Secretary

The Honorable Nidhi Mani Tripathi
Joint Secretary

1 See Global Statement on WTO Moratorium on Customs Duties on Electronic Transmissions
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Global Industry Statement on
the WTO Moratorium on Customs Duties on Electronic Transmissions

On the occasion of the 12th WTO Ministerial Conference (MC12), the undersigned associations urge WTO members to
renew the Moratorium on Customs Duties on Electronic Transmissions until the next Ministerial conference.

Allowing the Moratorium to expire would be a historic setback for the WTO, representing an unprecedented termination
of a multilateral agreement in place nearly since the WTO'’s inception — an agreement that has allowed the digital
economy to take root and grow. All WTO members have a stake in the organization’s continued institutional credibility
and resilience, as well as its relevance at a time of unprecedented digital transformation.

Continuation of the Moratorium is critical to the COVID-19 recovery. As detailed by the United Nations, the World Bank,
the OECD, and many other organizations, the cross-border exchange of knowledge, technical know-how, and scientific
and commercial information across transnational IT networks, as well as access to digital tools and global market
opportunities have helped sustain economies, expand education, and raise global living standards.

Continuation of the Moratorium is also important to supply chain resilience for manufacturing and services industries in
the COVID-19 era. Manufacturers — both large and small, and across a range of industrial sectors — rely on the
constant flow of research, design, and process data and software to enable their production flows and supply chains
for critical products.

The Moratorium is particularly beneficial to Micro, Small and Medium-Sized Enterprises (MSMEs), whose ability to
access and leverage digital tools has allowed them to stay in business amidst physical restrictions and lockdowns.

Failure to renew the Moratorium will jeopardize these benefits, as customs restrictions that interrupt cross-border
access to knowledge and digital tools will harm MSMESs, the global supply chain, and COVID-19 recovery — increasing
digital fragmentation. As UNCTAD has explained, such fragmentation “reduces market opportunities for domestic
MSMEs to reach worldwide markets, [and] ... reduces opportunities for digital innovation, including various missed
opportunities for inclusive development that can be facilitated by engaging in data-sharing through strong international
cooperation. ... [M]ost small, developing economies will lose opportunities for raising their digital competitiveness.” !

Furthermore, as the OECD has explained, “the revenue implications of the Moratorium are likely to be relatively small
and its discontinuation would cause wider economic losses.”? Other reports predict greater GDP losses due to
potential implementation of retaliatory duties.® Countries that impose such duties also face longer-term harms due to a
less predictable investment climate, reduced foreign direct investment, and reduced access to knowledge, information,
and digital tools needed by local students, patients, MSMEs, and other domestic constituents.

Finally, at a time when G20 leaders, seeking to establish “a more stable and fairer international tax system,” have
formally endorsed the OECD Inclusive Framework’s Two-Pillar Solution to Address the Tax Challenges Arising from
the Digitalisation of the Economy,* it seems unnecessarily disruptive for the WTO membership to abandon a
foundational quarter-century old agreement regarding the treatment of electronic transmissions.> We also note in this
regard the recent G7 Digital Trade Principles, which state that “[e]lectronic transmissions — including the transmitted
content — should be free of customs duties, in accordance with the WTO Moratorium on Customs Duties on Electronic
Transmissions.”®
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We therefore urge all WTO members to show strong leadership and support of the digital economy by supporting a
continuation of the WTO Moratorium on Customs Duties on Electronic Transmissions at MC12.

Sincerely,
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Africa Cloud Association

Africa Information and Communication Technologies
Alliance (AfICTA)

Alianza del Pacifico

Allied for Startups

ACT | The App Association

Asia Business Trade Association

Asia Cloud Computing Association

Asia Internet Coalition

Asia Pacific MSME Trade Coalition (AMTC)

. Asia Pacific Services Coalition
. Asociacioén de Internet MX
. Asociacién Latinoamericana de Exportadores de

Servicios (ALES)

Associacao Brasileira das Empresas de Software
(ABES)

Association of Competitive Telecom Operators (ACTO)
(India)

Australasian Performing Rights Association /
Australasian Mechanical Copyright Owners Association
(APRA AMCOS)

Australian Information Industry Association

Australian Industry Group

Australian Services Roundtable

Belize Coalition of Service Providers (BCSP)
Brazilian National Confederation of Industry
BSA | The Software Alliance

Business Council of Canada

Business Europe

Business NZ

Cémara Brasileira da Economia Digital
Camara Colombiana de Comercio Electronico
Canadian Chamber of Commerce

Céamara de Industrias de Costa Rica
Canadian Services Coalition (CSC)
Caribbean Network of Services Coalition
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Center for International Economic Collaboration
(CFIEC)

Chamber of Digital Industry and Services of National
Business Association of Colombia — ANDI

China Council for Promotion of Int’l Trade

China Semiconductor Industry Association (CSIA)
City of London Corporation

Coalition of Services Industries (CSI)

Computing Technology Industry Association
(CompTIA)

Computer and Communications Industry Association
(CClA)

Consumer Technology Association (CTA)

Copyright Overseas Promotion Association (COA)
(South Korea)

Costa Rican Chamber of Information and
Communication Technologies (CAMTIC)

Digital Trade Network

Dominican Republic Services Association

Ecommerce Forum Africa

Emerging Business Factory (Morocco)

Entertainment Software Association

EuroCommerce

European Services Forum (ESF)

European Semiconductor Industry Association (ESIA)
Federation of Korean Information Industries (FKII)

Global Data Alliance
Global Trade Solutions (South Africa)
Grenada Coalition of Service Industries (GCSI)

Hong Kong Coalition of Services Industries

India Electronics & Semiconductor Association (IESA)
Independent Film & Television Alliance (IFTA)
Indonesia Services Dialogue (ISD)

Information Technology Industry Council (ITI)
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Interactive Games and Entertainment Association
(IGEA) (Australia)

The International Association of Scholarly, Technical
and Medical Publishers (STM)

International Chamber of Commerce (ICC)
International Generic and Biosimilar medicines
Association (IGBA)

IP Federation (United Kingdom)

Japan Business Council in Europe (JBCE)

Japan Electronics and Information Technology
Industries Association (JEITA)

Japan Information Technology Service Industry
Association (JISA)

Japan Machinery Center for Trade and Investment
(IMC)

Japan Semiconductor Industry Association (JSIA)
Japan Services Network (JSN)

Korea Semiconductor Industry Association (KSIA)
Korean Broadcasters Association
Korean Film Digital Distribution Association (KFDA)

Malaysian Service Providers Confederation (MSPC)
Malaysia Semiconductor Industry Association (MSIA)
Mexican Chamber of Electronics, Telecommunications
and Information Technologies (CANIETI)

Motion Picture Association (MPA)

Motion Picture Producers Association of Japan

National Association of Manufacturers (NAM)

National Foreign Trade Council (NFTC)
New Zealand International Business Forum

Philippine Exporters Confederation (PHILEXPORT)
Professional & Business Services Council
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Papua New Guinea Chamber of Commerce and
Industry
Recording Industry Association of America (RIAA)

Saint Lucia Coalition of Services Industries (SLCSI)
Saint Kitts & Nevis Coalition of Services Industries
(SKNCSsI)

Semiconductor & Electronics Industries in the
Philippines Foundation, Inc. (SEIPI)

Semiconductor Industry Association (SIA)

Screen Producers Australia (SPA)

SGTECH

Small Business and Entrepreneurship Council
SPADA NZ — The Screen Production and Development
Association

Singapore Business Federation

Singapore Semiconductor Industry Association (SSIA)
Sociedad de Fomento Fabril (SOFOFA)

Taiwan Coalition of Services Industries (TWCSI)
Taiwan Semiconductor Industry Association (TSIA)
techUK
TECHNATION Canada

Technical Service Providers Association of South
Africa

TheCityUK

Trinidad and Tobago Coalition of Services
Industries

US-ASEAN Business Council

US-Bangladesh Business Council

US Council for International Business

US-India Business Council

US-India Strategic Partnership Forum (USISPF)

US Information Technology Office (China)

Vietnam E-commerce Association (VECOM)

World Information Technology and Services
Alliance (WITSA)

1 UNCTAD, Digital Economy Report (2021), at: https://unctad.org/system/files/official-document/der2021 en.pdf
2 OECD, Electronic Transmissions and International Trade — Shedding New Light on the Moratorium Debate, TAD/TC/WP(2019)19/FINAL (2019), at:
https://one.oecd.org/document/TAD/TC/WP(2019)19/FINAL/en/pdf

3 ECIPE, The Economic Losses from Ending the WTO Moratorium on Electronic Transmissions (2019), at: https://ecipe.org/publications/moratorium/

4 OECD, Statement on a Two-Pillar Solution to Address the Tax Challenges Arising from the Digitalisation of the Economy, OECD/G20 Base Erosion and Profit
Shifting Project (Oct. 8, 2021), at: https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-
the-economy-october-2021.pdf

This statement was agreed to 136 countries participating in the OECD/G20 Inclusive Framework. For a full list of participating countries, see
https://www.oecd.org/tax/beps/oecd-g20-inclusive-framework-members-joining-statement-on-two-pillar-solution-to-address-tax-challenges-arising-from-

digitalisation-october-2021.pdf
5 G20, G20 Rome Leaders' Declaration (Oct. 31, 2021), para. 32, at:
https://www.g20.0rg/wp-content/uploads/2021/10/G20-ROME-LEADERS-DECLARATION.pdf

8 G7, G7 Trade Ministers' Digital Trade Principles (Oct. 22, 2021), at: https://www.gov.uk/government/news/g7-trade-ministers-digital-trade-principles . The
statement provides in relevant part as follows: “Electronic transmissions — including the transmitted content — should be free of customs duties, in accordance with
the WTO Moratorium on Customs Duties on Electronic Transmissions. We support a permanent prohibition of such duties.”
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