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Abstract

In the last decades, the importance of trade in services in global trade flows has grown from strength to strength. This
trend has stimulated the proliferation of bilateral and multilateral trade agreements aimed at ensuring equal and fair
access for service providers to foreign markets. The states of the Eurasian Economic Union are no exceptions to this
global trend and strive to ensure free trade in services with foreign partners as a part of trade policies.

The article analyzes theoretical and practical aspects of implementing the provisions on trade in services of the
Free Trade Agreement between the EAEU and Vietnam, specifically applied on Russia and Vietnam. The results of
the Agreement implementation are instrumental in formulating the main contributions of the strategy that will increase
the efficiency of future agreements on trade in services between the EAEU and foreign partners. The following strategy
has already been applied on the example of service sector cooperation between Russia and Singapore. The emphasis
of the study is quite universal, and the contributions of the strategy are applicable to other regional associations.
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Introduction

In six years, since the foundation, the Eurasian Economic Union and the Member States have
concluded several trade agreements, including Vietnam, Iran, Serbia, and China, while contin-
uing to develop in the field. Other agreements, specifically with Singapore (in terms of service
trade and investments), Egypt, Israel, and India are still held at different stages of the nego-
tiation process. The new trade agreements requires considering the experience of concluding
and implementing previous agreements in order to increase the effectiveness of the ones in the
future.

The purpose of the following stud? is to identify the depth of the liberalization of trade in
services between Russia and Vietnam. On the basis of the following agreement, it will be pos-
sible to analyze the results of its implementation, and to build a strategy pattern for the forma-
tion of specific commitments that may liberalize service trade and increase the effectiveness of
future agreements afterward.

The steps to achieve the goal are listed below:

— analyzing key contributions on the regulation of trade in services under the multilateral
trading system and regional trade agreements;

— analyzing of the agreements reached within the framework of the national contribu-
tions of specific commitments on trade in services between Russia and Vietnam;

— analyzing the results of the implementation of agreements between Russia and Vietnam
on the basis of mutual trade flows data;

— evaluating the positive and negative effects of the commitments on trade in services
between Russia and Vietnam;

— shaping the contribution of the negotiation strategy on the formation of commitments
on trade in services under the Free Trade Agreement between the EAEU and the Republic
of Singapore (using the example of Russia);

— offering the universal interpretation of the results of the implementation of the agree-
ment.

The study of free trade agreements in terms of services sector has not yet found proper
reflection in the scientific literature. However, in the last decade, this topic has acquired par-
ticular relevance, since the role of services in international trade is constantly growing. The
agreement-based framework on regulating trade in services is constantly being expanded by
new agreements. Yet, there has not been a proper theoretical and practical assessment of the
quality of expanding these agreements with specific commitments that stimulate the trade in
services.

This work is intended to partially fill this gap. Many scholars have studied certain aspects
of the formation of free trade agreements and national schedules of specific commitments in
terms of services between partnering countries [Roy, 2019; WTO, 2019; Gootiiz et al., 2020].
A number of articles by Russian researchers are devoted to assessing the effects of the concluded
free trade agreement between the EAEU and Vietnam. However these works are mostly devoted
to the analysis of the scope of the agreement [Vityuk, 2020; Ushkalova, 2018], as well as the
impact of the agreement on trade in goods flows between the participating countries [Yakov-
lev, Glinkina, Turaeva, 2018; Tomilov, 2020]. We were unable to find a detailed analysis of the

2 This research was prepared under the supervision of the Faculty of World Economy and International
Affairs, of the National Research University Higher School of Economics.
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impact of specific commitments on trade in services and a critical assessment of the missing
elements in the basic provisions of the Agreements in the mastered scientific literature.

Preconditions for the Shaping of a System for Regulating
Trade in Services under Regional Trade Agreements (RTAs)

The rapidly growing number of regional trade agreements as a tool for regulating relations be-
tween partner countries has become an important feature of modern international trade. Such
agreements are aimed not only at reducing customs duties, as it was in the beginning of the
RTS development. It also includes expanded regime provisions on services and investments,
as well as a number of non-regime chapters that contribute to trade liberalization (specifically,
the chapters on technical barriers, sanitary and phytosanitary measures, intellectual property,
competition).

The spread of RTAs on trade in services is connected with the establishment of the fun-
damental rules in the late 1990s, within the multilateral trading system of regulation, and along
with the significant increase in the share of trade in services in the global volume of trade. Be-
tween 2000 and 2019, the share of trade in services in global GDP increased from 9.2% to 13.5%
[World Bank, n. d., b]. The share of services in the structure of world trade in goods and services
also increased — from 21% in 2000 to 25% in 2019 [Ibid.]. According to the latest data of 2015,
the share of services in trade in the equivalent of value added (which is 49%)3 is not inferior to
the commodity at all.

With the increase in global trade in services, the need for multilateral regulation of the
sector has increased to create a transparent, non-discriminatory and predictable environment
for services providers around the world. The General Agreement on Trade in Services (GATS)
was signed during the Uruguay Round, and entered into force in 1995. The GATS has laid the
fundamental basis for multilateral rules for trade in services, identified four possible modes of
supply of services: cross-border supply, foreign consumption, commercial presence, private en-
tity transfer. The GATS establishes such basic principles in service trade as most favored nation
treatment, transparency, and the possibility of revising administrative decisions. The GATS
also provides for the WTO member countries to take a number of commitments to provide na-
tional treatment and market access for foreign service providers. The multilateral agreement on
trade in services has made it possible to fix the basic rules, protecting market participants from
the instability of trade regimes. However, since the late 1990s, there have been no major deci-
sions affecting trade in services within the WTO. At the same time, the need for new regulations
has rised, which led to the transition of the liberalization of trade in services to the RTS format.

First Results of the Implementation of the Free Trade Agreement
between Russia and Vietnam in Terms of Trade in Services

Being formed in 2014, the Eurasian Economic Union (EAEU) including the Republic of Be-
larus, the Republic of Kazakhstan, the Russian Federation, as well as the Republic of Armenia
and the Kyrgyz Republic (the states that became full members of the Union in 2015) has chosen
a strategy for concluding RTAs as one of the priorities of cooperation with the third countries.
According to the Article 38 of the Treaty on the Eurasian Economic Union (“Foreign Trade in
Services”), the Union does not have supranational competence in the field of trade in services

3 Calculated by the author based on OECD data. Trade in Value Added Database [Electronic resource].
URL: https://stats.oecd.org/Index.aspx? DataSetCode=TIVA_2018_C1
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with third countries, therefore each Member State has the right to independently determine its
trade policy in relation to trade in services, establishment, activity, and investment with third
countries and conclude international agreements on economic integration in the field of trade
in services and investments [Treaty on the Eurasian Economic Union, 2014, Appendix 16,
Para. 6, Section VI].

Within the framework of the already signed free trade agreements, there is a section on
trade in services only in the Agreement between the EAEU and Vietnam. However, this is a
non-standard format, as the scope of Chapter 8 [VN-EAEU FTA, 2015] (“Trade in services,
investment and movement of natural persons”) is limited to the bilateral Russia-Vietnam pat-
tern, while all other chapters of the agreement cover five EAEU Member States and Vietnam.

The first round of negotiations on trade in services, investment and the movement of natu-
ral persons was launched in March 2013, when the EAEU was not yet formed, and negotiations
took place between the Customs Union of the Republic of Belarus, the Republic of Kazakhstan
and the Russian Federation, on the one hand, and Vietnam, on the other hand. After several
rounds of negotiations, the Republic of Kazakhstan and the Republic of Belarus changed the
status of direct participants and parties to this section to observers. However, Article 8.9 (“Ac-
cession”) reserves the right of other EAEU Member States to join this chapter later.

In order to identify what preferences Russia was able to fix for its national services provid-
ers, it is necessary to pay attention to the schedules of specific commitments of the parties. Ac-
cording to the international practice, at the moment of concluding free trade agreements in
terms of trade in services, three formats for compiling schedules of specific commitments can
be used [Group Author, 2017].

A positive format for the formation of schedules of specific commitments for trade in
services involves fixing only those sectors in respect of which a party guarantees a certain level
of access to its market for foreign services, service providers, investments and investors. Within
the framework of the list, for each included sector, the commitments are formed separately for
each of the four modes of supply. The use of this format is based on the provisions of the GATS.

The negative format of the schedules of specific commitments implies the fixation of only
specific sectors, subsectors and restrictions (prohibitions) in relation to them, which one party
can establish in relation to the access of foreign services, suppliers, investments and investors in
their national market. In all sectors that are not listed, the party guarantees the ability to access
its market without restrictions. Countries in the America, such as the North American Free
Trade Area (NAFTA), began to use some of the first listing formats. The “Negative schedule”
section also divided into two parts: one of which includes a list of “current” restrictions, and
the other includes “future” restrictions. The list of “current” restrictions includes measures that
are already applied in its territory and are restrictive for foreign services, services providers and
investors. In the list of “future” restrictions, a party includes subsectors or measures in them,
the right to apply to which it reserves in the future. The third format of schedules of specific
commitments in trade in services is a mixed format that combines the two previous formats.

In the lists for Chapter 8, which regulates the terms of trade in services, investment and
movement of individuals, the Russian Federation and Vietnam have chosen a combined for-
mat. Cross-border supply of services, consumption abroad, and movement of natural persons
are regulated on the basis of “positive lists”, while commercial presence is based on “negative
lists”. To analyze the degree of liberalization of market access recorded between the two Parties,
a comparison was made of the commitments recorded by them in the lists to Chapter 8 of the
Agreement and in the framework of the lists to the GATS.

In the course of the analysis of the liberalization of commitments made by the Parties
under the chapter on trade in services, investment and movement of natural persons (see Ap-
pendix 1), it was found that neither Party has provided the other with any significant conces-

INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. 2021. Vol. 16. No 2. P. 183-203



INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 16. No 2 (2021)

sions on access to its services market. Thus, the results revealed do not allow us to announce a
significant degree of liberalization of bilateral trade in services, in comparison with the already
agreed upon by them in the framework of the WTO. Accordingly, the consequences of such
liberalization turned out to be minimal.

However, for a more complete picture of the results of the implementation of the Agree-
ment, in addition to the legal component, it is necessary to take into account the first practical
results of the implementation of the Agreement in the framework of bilateral trade in services
between Russia and Vietnam. In general, trade in services between the Russian Federation and
Vietnam has been steadily increasing since 2012, with the exception of short-term minor de-
clines in 2015 and 2018 (see Fig. 1). However, if we analyze the structure of this turnover, it is
clear that the Russian Federation, both before and after the entry into force of the Agreement, is
a net importer of services from Vietnam. In 2019, the import of services from Vietnam to Russia
exceeded the export of Russian services to Vietnam by 4.4 times, which indicates a rather low
competitiveness of Russian services in the Vietnamese market.*

Share of services exports from
Russia to Vietnam in turnover

Share of services imports from

608,2 Vietnam to Russia in turnover

68% /

32%

2012 2013 2014 2015 2016 2017 2018 2019

Fig. 1. Dynamics of trade turnover of services between Russia in Vietnam, million US dollars

Source: Compiled by the authors based on data from the Bank of Russia. Statistical collection
“Foreign trade of the Russian Federation in services”, 2020 [Electronic resource]. Available at: https://
www.cbr.ru/Collection/Collection/File/31434/External_Trade in_Services_2019.pdf

Exports of Russian services to Vietnam from 2012 to 2019 varied from USD 197.6 mil-
lion to the maximum value in 2019 — USD 248.1 million. After the signing of the Agreement
in 2014, the export of Russian services to Vietnam collapsed by 40%. The entry into force of
the agreement in 2016 did not greatly affect the volume of exports of Russian services to the
Vietnamese market — the volume fluctuated between 150—160 million US dollars, that is, at a
level lower than before the conclusion of the Agreement. In 2019, the volume of exports reached
its maximum value in 7 years, however, despite such a jump, the general trend in the export of
Russian services to the Vietnamese market cannot be called positive (see Fig. 2).

4 Authors’ calculations based on data from the Bank of Russia. Statistical collection “Foreign trade of
the Russian Federation in services”, 2020. [Electronic resource]. Available at: https://www.cbr.ru/Collection/
Collection/File/31434/External_Trade in_Services 2019.pdf
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Fig. 2. Dynamics of export of services from Russia to Vietnam, million US dollars

Source: Compiled by the authors based on data from the Bank of Russia. Statistical collection
“Foreign trade of the Russian Federation in services”, 2020 [Electronic resource]. Available at: https://
www.cbr.ru/Collection/Collection/File/31434/External_Trade in_Services_2019.pdf

There was also no diversification of the types of Russian services exported to Vietnam. In
both 2014 and 2019, the largest share was accounted for by groups such as transportation, travel’
and other business services (see Fig. 3). However, despite the wide range of exported services,
their quantity and value are small, and the share of Russia in total imports of services by Viet-
nam is insignificant (less than 1%).

In 2016—2019, there was a significant increase in Russian exports in the section of trans-
port services (from $ 23.4 million in 2016 to $ 84.2 million in 2019), travel (from $ 54.9 million
in 2016 to $ 82.5 million in 2019) and telecommunications, computer and information services
(from $ 3.4 million in 2016 to $ 5.3 million in 2019) [Central Bank of the Russian Federation,
2020]. However, the Vietnamese side did not additionally open market access in these sectors
under the Agreement.

Based on the foregoing, it can be concluded that the implementation of the Agreement
did not directly have a significant impact on the volume and structure of trade in services
between the Russian Federation and Vietnam. It can also be stated that the study of the
schedules of specific commitments undertaken by the Parties in the framework of trade in
services and analysis of statistical data on the dynamics and structure of bilateral trade in
services showed that the agreements concluded between Russia and Vietnam regarding trade
in services did not have a significant impact on the existing trade flows between the parties.
They served only as an additional background to demonstrate the liberalization achieved in
the commodity part.

3 In accordance with the Methodology of the Central Bank of Russia, travel related to export of services
includes temporary entries of non-resident individuals from a permanent place of residence to the territory
of the Russian Federation and is defined as a set of expenses for the acquisition of goods and services in the
Russian Federation for their own needs or for free transfer to other persons.
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If the goal of real liberalization is to be set, a significant expansion of commitments under
future agreements with foreign partners in terms of services will be required, especially in the
sectors of greatest interest to domestic suppliers. The use of “negative lists” for all four modes
of supply can also help to gain trade effects, as this format includes a broader coverage of the
sectors and sub-sectors of services to which the commitments are made.

2014

Transport

Other services 2% .
services 10%

Other Travel 24%

business
\¥

services 62%

Insurance 1%

Telecom, computer and
information services 1%

2019
e Other services 2%

Other
Telecom, business Transport
computer services 27% services 34%

and information

services 2% \ /

Insurance 2%
Travel 33%

Fig. 3. Structure of export of services from Russia to Vietnam by sector in 2014 and 2019, %
Source: Compiled by the authors based on data from the Bank of Russia. Statistical collection

“Foreign trade of the Russian Federation in services”, 2020 [Electronic resource]. URL: https://www.
cbr.ru/Collection/Collection/File/31434/External_Trade_in_Services_2019.pdf
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The Trade Format in Services between the EAEU,
Russia and Singapore

After the agreement on a free trade with Vietnam, the EAEU continued to develop negotiation
tracks for the signing of similar agreements with other countries. Among such agreements was
the Agreement on a free trade zone between the EAEU Member States and the Republic of
Singapore. Negotiations on the conclusion of a free trade agreement between the EAEU Mem-
ber States and Singapore began in 2017. On October 1, 2019, the parties signed the Framework
Agreement on Comprehensive Economic Cooperation, as well as the Agreement on Free Trade
in Goods. As regards bilateral agreements on trade in services and investments, at the moment,
only the Republic of Armenia was able to fully complete the negotiations, the rest of the EAEU
Member States continue to conduct them in terms of the formation of bilateral schedules of
specific commitments. The main reason for such a delay in the negotiations is that the Singa-
pore services market, while having significant attractiveness, is already bound by a number of
commitments to liberalize access (in particular, within the framework of such agreements as
the Association of Southeast Asian Nations for Services, the Comprehensive and Progressive
Trans-Pacific Partnership, Free Trade Agreement between the European Union and Singa-
pore, etc.), which leads to a high level of competition between domestic and foreign suppliers in
the most important sectors. In this situation, Singapore is not interested in attracting additional
suppliers of the EAEU Member States to its market on the same preferential terms that have
already been provided to other large partners. For this reason, the Member States of the Union
need to form a convincing and concrete position to protect their interests in the liberalization of
access to the Singapore market in certain sectors in order to maximize the effectiveness of the
concluded bilateral agreements.

Note that Singapore is a promising partner in trade in services. The services sector is key to
the Singapore economy, with services accounting for about 70% of the country’s GDP (2019)
[Statistics Singapore, n.d.]. In 2019, exports of services from Singapore accounted for 3.3% of
the global volume of exports of services (9th in the ranking of world exporters of services). Im-
ports of services by Singapore accounted for 3.4% of the total world imports (8th place in the
ranking of world importers of services) [World Bank, n. d., a]. In addition, Singapore has ex-
tensive experience in participating in free trade agreements in terms of services — 21 agreements
[WTO, n. d., a], including such major agreements as: Framework Agreement of the Associa-
tion of Southeast Asian Nations on Services (after ASEAN), Comprehensive and Progressive
Trans- Pacific Partnership (hereinafter referred to as CPTPP), Free Trade Agreement between
the European Union and Singapore (after referred to as the EU-Singapore FTA).

Taking into account the conclusions made earlier on the section on trade in services be-
tween Russia and Vietnam, it would be advisable for the EAEU Member States to follow the
upcoming strategy in order to conclude a profitable agreement in the framework of trade in
services:

1) Identify the sectors and subsectors of services in Singapore that may be of significant in-
terest to national exporters of services of the EAEU states. To do this, one can take into account
statistical data on those services sectors that are already leading in the structure of exports of
the EAEU Member State to Singapore, since in such sectors, suppliers will have the opportu-
nity to further increase trade volumes with the possible liberalization of access conditions. You
can also pay attention to the services sectors, which are leading in the structure of Singapore’s
imports from other countries. With additional liberalization of such sectors, even if they are not
currently key in the exports of a Member State of the EAEU to Singapore, the Member State of
the EAEU will have the potential to achieve additional diversification. In addition, in identify-
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ing such sectors of significant interest, it is necessary to take into account the already existing
infrastructure and the specifics of the functioning of each specific service market in Singapore;

2) Analyze the commitments for the identified sectors undertaken by Singapore in the list to the
GATS and lists of specific commitments in free trade agreements with the largest partners;

3) Analyze the national legislation in the identified sectors for the presence in the list proposed
by Singapore to the EAEU Member State, restrictions that are not directly recorded in national leg-
islation. As noted above, international practice shows that the restrictions provided by national
legislation are not eliminated within the framework of free trade zones.

As an example of the practical implementation of such a strategy, it can be examined in
the context of bilateral relations between Russia and Singapore. In 2019, exports of services
from the Russian Federation to Singapore amounted to $681.99 million USA [Central Bank
of the Russian Federation, 2020] (less than 1% of Singapore’s total imports of services “from
the world”). The structure of Russian services exports to Singapore is dominated by such sec-
tors as: transport services (56%), business services (17.4%), telecommunications, computer and
information services (11%), and construction services (7%).° To determine the level of market
access to these sectors, we will compare the commitments recorded by Singapore in the GATS
lists and in the largest FTA of Singapore — ASEAN [ASEAN, 2018], TPP [CPTPP, 2016] and
EU- Singapore FTA [EUSFTA, 2019] . The difficulty of comparing commitments in this case
is primarily due to the different format of the lists used in the above-mentioned FTA (see An-
nex 2).

The ASEAN Services Framework Agreement uses “positive lists” for the first three modes
of supply (other than the movement of natural persons’). The lists of ASEAN member coun-
tries are being reviewed on an ongoing basis with a view to liberalizing access conditions for
foreign services and service providers. At the moment, the 10th package of commitments on
trade in services (entered into force in February 2019) and the 8th package of commitments on
trade in financial services (entered into force in April 2019) are in force. Under the CPTPP (for
Singapore, entered into force on December 30, 2018), Singapore uses the “negative format” of
the lists. The EU-Singapore FTA (entered into force on 21 November 2019) uses «positive lists»
that include all four modes of supply.

When analyzing the lists of these agreements, it becomes clear that within the framework
of the concluded FTA on trade in services, Singapore significantly liberalizes access to its mar-
ket for the key sectors listed above, compared to the level recorded in the GATS list. Particu-
larly notable is the liberalization in the transport services sector, where only two subsectors of
maritime transport services (freight transport and maritime support services) have been granted
access under the WTO. At first glance, the most liberal conditions for access to the Singapore
market are provided to them under the CPTPP. According to the current measures in the trans-
port services sector, Singapore in the CPTPP fixes only a few restrictions on auxiliary services
for maritime transport®, air transport services and pipeline transport. However, in the list of
future measures (which Singapore has the right to apply at any time and with any degree of
restrictions), Singapore reserves a fairly large number of possible measures (for example, in

¢ Compiled by the authors based on data from the Bank of Russia. Statistical collection “Foreign trade of
the Russian Federation in services”, 2020. [ Electronic resource]. Available at: https://www.cbr.ru/Collection/
Collection/File/31434/External_Trade_in_Services_2019.pdf

7 Issues related to the movement of natural persons within ASEAN are regulated by a separate Agreement —
ASEAN Agreement on Movement of Natural Persons.

8 Only PSA Marine Pte Ltd or its successor is permitted to provide pilotage and desalinated water to
vessels berthed in ports of Singapore or Singapore territorial waters Only PSA Corporation Ltd and Jurong Port
Pte Ltd or their successors can provide cargo handling services. Only local service providers can provide cruise
and ferry services.
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such sectors as: auxiliary services for maritime transport, air transport services, rail transport
services, road transport services, additional services for all modes of transport). In the pipeline
transport sector, the restrictions fixed in all Singapore FTA are equivalent in terms of the size
of the restrictions, which indicates a high probability that these restrictions are based on na-
tional legislation and the specifics of the market organization in this sector, and therefore are
not removed under the FTA. As for a large number of future restrictions, the possibility of their
removal may be subject to more detailed study in the negotiation process in the event of a free
trade agreement with Singapore, since, as noted earlier, such restrictions often do not have a
clear legislative basis.

In the business services sector, the Singapore FTA is also significantly liberalizing market
access. In addition to the fact that the “positive lists” in both ASEAN and the EU-Singapore
FTA record access to a much larger number of sectors than in the WTO. Moreover, in sectors
where significant restrictions were recorded in the WTO (Services in the field of architecture,
Services in engineering areas), access is provided without restrictions under the FTA.

The telecommunications and banking sectors are usually the most closed in the GATS
country lists. Within the framework of ASEAN, access to this sector is not liberalized in any
way and is fixed at the same level as in the WTO. The CPTPP and the EU — Singapore FTA
removed restrictions on the maximum amount of foreign investment in operators), which leads
to the conclusion that this restriction may be subject to discussion in the framework of conclud-
ing future free trade agreements with Singapore.

The computer services and construction services sectors have the maximum degree of lib-
eralization under both the WTO and the Singapore FTA. That is, any additional work to remove
restrictions in these sectors when concluding future free trade agreements with Singapore is not
required.

We will also pay detailed attention to the commitments, legislative regulation and struc-
ture of individual subsectors of interest to the Russian Federation from the point of view of ex-
ports and Singapore from the point of view of imports. The main export volume of the business
services sector from the Russian Federation to Singapore falls on such categories as services in
the field of architecture, engineering services (39%); advertising, marketing, public opinion re-
search (29% of the total export of business services from the Russian Federation to Singapore);
consulting services and public relations services (7,65%) [Central Bank of the Russian Federa-
tion, 2020]. In the subsectors-advertising, marketing, public opinion research and consulting
and public relations services, within the WTO and all the analyzed FTA of Singapore, access is
already provided without restrictions.

With regard to architecture and engineering services, Singapore’s GATS list provides for
significant restrictions on commercial presence in these sectors. It should also be noted that in
the national legislation of Singapore, restrictions are also fixed for these subsectors. Their re-
moval from free trade agreements is most likely due to mutual recognition mechanisms, which
is also subject to more detailed elaboration in the negotiation process when concluding a pos-
sible free trade agreement with Singapore.

In terms of transport services, the fundamentals of international regulation, as well as the
specifics of Singapore’s infrastructure, significantly narrow the areas of potential interest for
Singapore in a possible free trade agreement in services. The sphere of inland water transport is
extremely limited due to the small area of the state (the longest river in Singapore is the Kallang,
its length is 10 km). There is no rail transport in Singapore. International air traffic and road
transport, in accordance with global practice, are the subject of separate bilateral agreements.

The main interest may be the conditions of access in the subsector of maritime transport
services, as well as support services for both maritime transport and other modes of transport.
The interest in these subsectors is also confirmed by statistical data. Maritime transport ac-
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counts for 75% of the total volume of transport services exported by the Russian Federation to
Singapore, while 76.5% of the export of sea transport services is the export of auxiliary services
for maritime transport.’

The analysis shows the possible directions of building a strategy for negotiations when
concluding a free trade agreement on services, in this case — with Singapore. When setting the
goal of improving the effectiveness of the agreement, the strategy should initially be based on a
detailed study of the market access conditions offered by Singapore within its lists to the States
of other associations (in our case, the Member States of the EAEU) in order to identify the
sectors that are of greatest interest to service providers of each exporting state, and to identify
among these sectors those in which it is most likely to achieve minimization of restrictions
based on a comparative analysis of Singapore’s commitments in other major agreements. This
will become a kind of guide for choosing the sectors where liberalization will be most likely and
most effective.

Effects of Free Trade Agreements in Services,
a New Negotiating Strategy

As a result of the analysis, we come to a more complete understanding of the consequences of
the introduction of a free trade regime for services. Access to the market for services and the
application of the national regime for services are not unconditional, as in the case of goods.
The reason lies in the differences in the nature of services compared to goods. When conclud-
ing agreements on free trade in goods, the key factor of effectiveness for each of the parties is
the maximum reduction of import customs duties that are applied at the customs border of the
importer in relation to the goods that the exporter supplies. After passing the customs clearance
procedure, the goods enter the domestic market, where they should no longer face additional
barriers.

The service does not have a material form, and therefore the crossing of any territorial
borders by the service does not have a formal and procedural character, as in the case of goods.
The terms of trade in services are determined only by the internal regulations of each country.
The lists of restrictions on trade in services that countries draw up for free trade agreements, for
the most part, are based precisely on the norms of national regulation. As practice shows, the
probability that a country will make changes to its national legislation when concluding a free
trade agreement with another country is extremely small.

Based on the protection of national services providers in the domestic market, as well as
the security interests and social significance of certain subsectors of services (such as medical
services, security agencies, etc.), the country reserves the right to additional restrictions from
the application of the national regime for foreign service providers, which are not directly con-
tained in its national legislation. However, such restrictions are highly likely to be fixed in agree-
ments (on free trade) in the service sector with all partners of this country and their removal in
a bilateral format will be problematic.

The schedule of specific commitments of a country to the GATS is the maximum level
of restrictions that can be applied to it on access to its national market for foreign suppliers. In
practice, given that many countries have fixed these lists to the GATS in the last century, and
domestic regulation has changed significantly during this time, given the increasing depend-
ence of the world economy on the services sector, a foreign service provider entering a new for-

® Compiled by the authors based on data from the Bank of Russia. Statistical collection “Foreign trade of
the Russian Federation in services”, 2020 [Electronic resource]. Available at: https://www.cbr.ru/Collection/
Collection/File/31434/External_Trade in_Services 2019.pdf
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eign market is primarily guided by the norms of national legislation applied within this market,
such as registration requirements, the maximum allowed amount of foreign capital, etc., as well
as additional bilateral agreements between the parties on mutual recognition of qualifications
and suppliers. The restrictions set out in the GATS and free trade agreements mainly serve as
marginal benchmarks that ensure that foreign service providers’ access does not deteriorate be-
low a certain level.

Bearing that in mind, it could be argued that free trade agreements in the sphere of trade
in services, in the form in which they are currently agreed upon (as in the observed case of the
Agreement between Russia and Vietnam), will not introduce significant quantitative changes in
flows of services, on the contrary to their possible occurrence in the trade of goods. It should
also be taken into account that the restrictions imposed by the national legislation within the
framework of free trade zones are not usually eliminated, which has been shown by the experi-
ence of the Agreements with Vietnam and Singapore.

If we accept this statement, it is highly probable to get the impression that there is no point
in signing services agreements at all. However, we still hold to the opinion that such agreements
are expedient even now, and they will be even more relevant and needed in the future due to the
constantly increasing role of services in international trade.

In any case, the parties entering into negotiations on free trade in services have the op-
portunity to seek the maximum possible removal of restrictions that are not contained in the
national legislation of the other party, but are additionally recorded by this party in order to
protect national services providers. For the purpose of accomplishing the given task, while sign-
ing the agreement on the establishment of the free zone in the sphere of trade in services, it is
necessary to conduct a detailed comparative analysis of the schedules of specific commitments
of a partner within the framework of GATS, agreement on the establishment of the free zone
in the sphere of trade in services with other states as well as national regulations, especially the
sectors of potential interest for the national suppliers.

The results of the study allow us to draw up an approximate universal roadmap for sign-
ing more effective, in comparison with the existing ones, agreement on trade in services, which
implies:

1. Identification of sectors and sub-sectors of services that may be of significant interest

for national exporters of services.

2. Analysis of the commitments for the identified sectors, accepted by the state involved

in the negotiations process, in our case, Vietnam or Singapore, in the schedule to the

GATS and in the schedules of specific commitments in the free trade agreements with the

major partners.

3. Analysis of national legislation in the identified sectors for the presence in the schedule

proposed by the country with which negotiations are held, restrictions that are not pre-

cisely stated in national legislation.

Despite the fact that the study revealed insignificant consequences of the conclusion of
Free trade agreements in the sphere of trade in services for Russia in the researched period, it
should be taken into account that Russia and its partners are not the leaders in the provision of
services in the world, therefore the consequences of the conclusion of an FTA in the sphere of
trade in services should be tested further following the example of associations and countries
occupying a more significant niche in this area. Furthermore, as the study indicated, the par-
ties have so far taken a very cautious position on lifting restrictions, compared with the existing
levels of liberalisation in the WTO, which also was the reason for the poor performance of the
Agreement. As the role of the services sector in trade will continue to grow, consequently, the
importance of agreements in the sphere of services will also grow, which will determine the
research interest in the problem in the upcoming years.
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Appendix 1. Levels of Liberalisation of the Services Market
in the Schedules of Specific Commitments of Russia and Vietham

Russian Federation

Vietnam

and interdisciplinary fields);

— Recreational services (services of libraries, archives,
museums and other culture-educational institutions,
and organisation of sporting activities and other
types of leisure);

— With regard to a number of other new sub-sectors of
services, for which there were no obligations in the
WTO (railway, inland waterways, pipelines, space
transport), Russia de jure accepted obligations,
providing for such restrictions that de facto restrict
access to its market.

— More liberal conditions for access to the Russian
market were provided for a number of sub-sectors,
which were already recorded in the schedules of spe-
cific commitments of Russia in the GATS, namely,
services: accounting in the field of architecture; in
the field of urban planning and landscape architec-
ture; other business services and services of hotels and
places of temporary residence.

— The right to introduce measures in a number of sub-
sectors has been enshrined: maintenance and repair
of railway equipment, ancillary services for all types
of transport, radio communication services, postal
services, cinema and video projection services, tech-
nical testing and analysis, subsoil use services, con-
struction of infrastructure facilities, transportation oil
and gas

1 delivery Obligations of GATS+ are not accepted Obligations without limitations ac-
method cepted in new services sub-sectors:
(cross-border — Conveying research work, creat-
delivery) ing prototypes in the field of
natural sciences and interdisci-
plinary fields;
— Boat rental services without
operators;
— Cleaning services
2 delivery Obligations of GATS+ are not accepted Obligations without limitations ac-
method cepted in new services sub-sectors:
(consumption — Conveying research work, creat-
abroad) ing prototypes in the field of
natural sciences and interdisci-
plinary fields;
— Boat rental services without
operators;
— Cleaning services
3 delivery Obligations without limitations accepted in new ser- Obligations of GATS+ are not ac-
method vices sub-sectors: cepted.
(commercial | — Services in the R&D field (conveying research work, | For all those sectors for which Vi-
presence) creating prototypes in the field of natural sciences etnam did not take commitments

under the WTO, a clause on “fu-
ture” measures was recorded in
the “negative list” for commercial
presence: “Vietnam reserves the right
to establish or maintain any measure
inconsistent with the obligations of
national regime, most favored na-
tion treatment, market access ... for
the sectors and subsectors mentioned
above”"?

1 Annex 3 to Protocol Nel between the Socialist Republic of Viet Nam and the Russian Federation to
the Free Trade Agreement between the Socialist Republic of Viet Nam, on the one part, and the Eurasian
Economic Union and its Member States, of the other part. List of reservations of the Socialist Republic Viet
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Russian Federation

Vietnam

4 delivery Obligations of GATS+ are not accepted
method
(movement of
individuals)

Obligations without limitations ac-

cepted in new services sub-sectors:

— Conveying research work, creat-
ing prototypes in the field of
natural sciences and interdisci-
plinary fields;

— Boat rental services without
operators;

— Cleaning services;

— Packaging services

Source: Complied by the authors based on Annex 2 and Annex 3 to Protocol Nel between the
Socialist Republic of Viet Nam and the Russian Federation to the Free Trade Agreement between the
Socialist Republic of Viet Nam, on the one part, and the Eurasian Economic Union and its Member
States, of the other part. URL: http://rtais.wto.org/rtadocs/973/AnnexAndRelatedDocs/English/

VCUFTA%20Protocol%20No.%201%20Full-1.pdf

Nam under section III (Establishment, Commercial Presence and Activities) of Chapter 8 (Trade in services,
investment and movement of natural persons) of the agreement — Reservation Ne 64.
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Appendix 2. Comparison of the Main Obligations of Singapore
by Services in Sectors, Prevailing in the Structure
of Russian Services Exports

Other services 9%

Construction services 7%

Telecom, computer
and information
services 11%

Other business
services 17%

Transport

services 56%

Sector Singapore’s
obligations within

the WTO

Obligations within the
ASEAN

Obligations within the TPP

Obligations within the FTZ EU-
Singapore

Access is not
guaranteed, with
the exception for
freight trans-
portation and
ancillary maritime
transport services
(maritime agency
services, customs
brokerage ser-
vices) without
restrictions

Transport service (56%)

For maritime transport
services: access is guar-
anteed in all subsectors
with restrictions on the
3% delivery method (for
the maximum amount

of foreign capital and the
registration of ships under
the Singapore flag).

For services of non-
maritime water transport:
access is guaranteed in all
subsectors with restric-
tions on the 3" delivery
method (for the maxi-
mum amount of foreign
capital).

Air transport services: ac-
cess is not guaranteed.
Railway transport services:
almost no access provided
(no obligations have been
accepted on methods 1
and 3).

Road transport services:
access guaranteed (except
for passenger traffic).
Pipeline transport. access
is not guaranteed (no
obligations accepted for 1%
and 3" delivery methods).
Ancillary and ancillary
services for transport. ac-
cess is guaranteed in some
sub-sectors of warehouse
and pack-house services

For maritime transport ser-
vices: access is guaranteed
in all subsectors, except
for ancillary services for
maritime transport. In the
subsectors, shunting ser-
vices and ancillary services
for maritime transport
have the right to introduce
new restrictions.

For services of non-mari-
time water transport: access
with no limits.

Air transport services: cur-
rent restrictions remain,
new restrictions are
possible.

Rail transport services:
access with no limits. New
restrictions in all subsec-
tors are possible.

Road transport services:
access with no limits. New
restrictions in all subsec-
tors are possible almost in
all sectors.

Pipeline transport: access
with significant restric-
tions (for gas — the
presence of a license,
which, taking into account
the size of the market, is
issued to only one single
company; for oil and oil
products — local presence)
Ancillary and additional
services for all types of
transport: under the cur-
rent regulations — access is
unlimited. New restric-
tions are possible

For maritime transport services:
access is guaranteed for passenger
and cargo transportation with
restrictions on the 3rd delivery
method (for the registration of
ships under the Singapore flag).
There are several restrictions on
ancillary services.

For services of non-maritime water
transport: access is not guaranteed.
Air transport services: access is not
guaranteed.

Rail transport services: access is
guaranteed only in the sub-sector
of maintenance and repair of
railway equipment.

Road transport services: access

is guaranteed in the following
sub-sectors: rental of commercial
vehicles with a driver (no obliga-
tion for the 1** method of delivery
accepted), Transportation of
certain types of goods (for the 1
method of delivery no obligations
are accepted), maintenance and
repair of road transport equip-
ment (no restrictions) and parking
services (with no restrictions).
Pipeline transport: no obligations
accepted for 1% and 3 delivery
methods.

Ancillary and additional services
for all types of transport: access is
guaranteed only to the sub-sector
of storage and warehousing ser-
vices, including warehouse and
pack-house services (no obliga-
tions are accepted for I*t and 3%
delivery methods; for 2" —

no restrictions)
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Sector Singapore’s
obligations within

the WTO

Obligations within the
ASEAN

Obligations within the TPP

Obligations within the FTZ EU-
Singapore

Access is guaran-
teed in about 45%
sub-sectors of
business services*.
The largest num-
ber of restrictions
are recorded in
such subsectors
as: Services in the
field of architec-
ture, Services in
engineering fields,
Services in the
field of report-
ing, audit and
accounting, and
Services in the
field of taxation

Other business services (17%)

Access is guaranteed in
almost all sub-sectors of
business services. Access
is guaranteed in the major
part of sub-sectors with
no restrictions.

Some restrictions are pre-
sent in 7 sub-sectors only

In the list of “existing
measures” restrictions are
present in the services sec-
tor: rental of vehicles and
other ground transport
equipment without an
operator; investigation and
security provision. There
are no restrictions in all
other sectors. New restric-
tions in the sub-sectors of
services are possible: legal,
real estate, consulting in
scientific and technical
fields, publishing and
printing

Access is guaranteed in almost all
sectors of business services. The
access level is generally equivalent
to that provided by ASEAN.

Computer services:
access with no
restrictions.
Telecommunication
services: access
with restric-

tions on foreign
investment. The
maximum share of
foreign invest-
ments in operators
is 73.99% (49% of
direct investments
and 24.99% of
portfolio invest-
ments). Cross-
border delivery is
possible if agree-
ments are signed
with licensed
operators. Com-
mercial presence
is limited

Telecommunication, computer and information services (11%)

Computer services: access
with no restrictions. 7e/-
ecommunication services:
access guaranteed on
terms equivalent to the
WTO

Computer services: access
with no restrictions. 7e/-
ecommunication services:
access guaranteed with
restrictions:

— operators and provid-
ers must be registered
in Singapore under the
Companies Act;

— the number of issued
licenses is limited due to
the scarcity of resources.

In the list of “future

measures” has the right

to impose restrictions in

certain sectors"

Computer services: access with

no restrictions. Telecommunica-
tion services: access on the terms
of the possibility of cross-border
supply only subject to signing

of commercial agreements with
licensed operators and limited
licenses for commercial presence.
There is also the commercial pres-
ence requirement that all service
providers must be incorporated as
companies under the Companies
Act (Cap. 50)

Access is guar-
anteed with no
restrictions

Construc-
tion services
(7%)

Access is guaranteed with
no restrictions

Access is guaranteed with
no restrictions

Access is guaranteed with no
restrictions

Other services (9%) (including financial services — 4.9%, maintenance and repair services — 1.4%, royalties and license
fees — 1%, insurance services — 0.8%, travel — 0.5%, services to individuals and services in the cultural sphere — 0.4%)

* The comparison of regulation of this sector was carried out according to the subsectors of Business
Services, identified in the GATS services sectoral classification list.

Source: Compiled by the authors based on the schedules to the relevant Agreements.

I The right is reserved to take any measure that confers treatment on the other party, equivalent to any measure
taken or supported by that other party, limiting the ownership of persons of Singapore companies involved in the
provision of public mobile and wireless communications in that other party’s territory. The right is also reserved to
take any measures that provide differential treatment for countries under any international agreement entered into
force or signed after the date of entry into force of the Agreement, which includes telecommunications issues.
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