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EXPORT, High-value service exports from India have emerged as a

HIGH VALUE bedrock of its economic growth and as a key driver of its
GDP. In the last few decades, it has become a leader in

SERVICE : . . .
SECTORS sectors including information technology (IT), business

' process outsourcing (BPO), engineering services, and
SPECIAL financial analytics, with the country playing a role as a
ECONOMIC

global leader. This growth is fueled by a mix of government
policies, an educated workforce, new technologies and an
active entrepreneurial ecosystem.

ZONES (SEZS)

11.1 INTRODUCTION

This work examines how government policies have contributed to the growth of the
high-value services exports in India, recognising different enabling and obstructive
aspects in this order, as well as areas of improving the regulatory environment
around the same. Several factors explain the success of the service sector in India,
which include economic liberalization, technology development, and global
competitiveness. The government’s role in this trajectory cannot be
overemphasized. An enabling environment for service-oriented businesses to
flourish has been engendered by policies directed towards infrastructure progress,
skill augmentation, export initiatives, and cross-border alliances. Simultaneously,
other challenges including infrastructure deficits, talent mismatches and global
competition require ongoing policy innovation and implementation. Here, we will
discuss the historical context of India’s service sector growth, key government
policies that have guided its growth, and the wider repercussions for the economy.
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The goal is to analyse the basic principles that have set the stone for the increasing
trade in services, high-value services in particular, in order to understand the value
of the current market and the areas for growth going forward.

11.2 HISTORICAL CONTEXT

The Indian service export sector has taken center stage as a key driver of economic
growth, playing a significant role in the foreign exchange earnings of the country
and employment creation. Despite certain obstacles like skill gaps and competition,
the strong fundamentals of the sector along with the support of government policies
and technological advancements indicate a positive outlook for more growth and
development in the sector. A continued focus on high-value services, upskilling
these services and providing better infrastructure can help India consolidate its
position in the global economy as possibly the biggest services exporter.

The literature review provided here will discuss the Indian export service sector
and how its infrastructure supports other industries. It passed a reform of
healthcare that revolutionized the industry, leaving its distinctive imprint on a
sector that touches every American, covering issues that go beyond healthcare, like
growth trends, drivers, challenges, government policies and future prospects. The
analysis provided here is drawn from a variety of secondary materials, including
academic research papers, government reports, and industry publications. India's
path to becoming a global services behemoth started way back in the late 1980s
and early 1990s. Several important policy changes, including economic
liberalization in 1991, were instrumental in opening up the economy to foreign
investments and technological partnerships. The reforms introduced by the
government during this period targeted issues of industry deregulation, tariff
reduction, and foreign direct investment (FDI) incentives. Such initiatives paved
the way for the emergence of service-based sectors, most notably IT and software
services.

11.3 TRENDS IN INDIA’S SERVICE EXPORTS

Over the last two decades, India’s service exports have been growing at a
compound annual growth rate (CAGR) of about 9-10%. To date, the sector is
responsible for more than $250 billion in export revenue and the highest portion of
high-value services exports, making it the world’s leading country in such exports
as of 2023. Key trends include:
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e IT & ITES mightiest: Among India’s service exports, IT services, comprising
software development, consulting, and business process outsourcing, account
for the largest share. TCS, Infosys and Wipro have built India’s credentials as
a global outsourcing destination.

e New-age Sectors: High-growth sectors including fintech, engineering R&D,
edtech, and digital healthcare are adding diversity to India's export portfolio.
Geographic Focus: Most service exports are heavily weighted towards
developed markets e.g. United States, Europe and Australia. But there’s
growing penetration in emerging markets in Asia, Africa and Latin America.

e Startups Drive Innovation: Startups in emerging areas such as Al,
blockchain, and analytics advance export of new-age technologies.

11.4 REASONS FOR THE GROWTH OF INDIA’S SERVICE EXPORTS

There are multiple reasons for the growth of India’s service exports:

e Skilled Workforce: The large base of skilled workers in India, especially
STEM (science, technology, engineering and mathematics) professionals, has
played a significant role in service exports. The 1ITs and IIMs churn out
world-class talent.

e Cost Competitiveness: With the services being of the highest quality and the
costs being competitive, India has been able to draw several global companies
to offshore and outsource these services in India.

e Government Policies: The ecosystem for service exports has been bolstered
by policies like Software Technology Parks of India (STPI), Digital India
initiative and tax concessions for export-oriented units.

e Digital Infrastructure: The quick expansion of digital infrastructure —
broadband and 5G networks — has also bolstered India’s ability to ship
services to the world.

e Trade Agreements: India’s bilateral and multilateral trade agreements have
also helped in providing market access to its service providers. So have
provisions in those agreements that cover the movement of professionals and
recognition of qualifications.

11.5 SECTOR-SPECIFIC ANALYSIS

The IT industry still continues to be the backbone of services exports from India.
Key areas of focus include:
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e Software Development and Consulting: Indian companies are pioneers in
customized software solutions and IT consulting.

e Cloud Computing and Al: The increasing need for cloud services, Al
solutions, and machine learning applications ensure significant exports in these
areas.

e Business Process Outsourcing (BPO): India still reigns the roost in BPO,
providing a variety of services from customer support to knowledge process
outsourcing (KPO)

e Engineering and R&D Services: With companies focusing on design, testing,
and innovation, India has now become a center for engineering services.
Another key driver has been the growth of Global Capability Centers (GCCs)
established by multinationals.

e Financial and Legal Services: Fintech, investment research, and risk
management — all part of the financial services industry — are gaining
momentum. Legal process outsourcing (LPO) is also flourishing, with Indian
companies offering affordable alternatives for document review, litigation
support, and compliance.

11.6 INDIA'S COMPETITIVE ADVANTAGE IN VARIOUS SERVICE
SECTORS

India's competitive advantage in various service sectors, underpinned by a large
pool of professionally skilled English-speaking literates, cost-effectiveness, and
advanced technology capability.

e Government Policies: Tax incentives, infrastructure development and trade
liberalization policies had been taken by government which contributed a lot
toward service export.

e Technological Innovation: The rapid advancement in technology,
specifically in areas such as telecommunications and digital networks has
enabled services to be delivered internationally.

e Globalization: Intensified globalization and economic integration have created
opportunities and new markets for Indian service providers.

11.7 CHALLENGES AND CONSTRAINTS
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e Skill Gaps: Though India has a vast talent pool, skill gaps are still prevalent in
certain areas, particularly in the advanced technologies and emerging service
domains.

e Infrastructure Bottlenecks: Poor infrastructure (particularly related to
transportation and logistics) means that services may not be delivered as
efficiently as they should be.

e Competition: Growing competition from other emerging economies like
China and the Philippines.

e Protectionism: Increase in the protectionist sentiment in developed countries
can create barriers to access to the market for Indian service providers.

e Regulatory Hurdles: Bureaucratic and convoluted regulatory frameworks can
raise the cost of doing business and stunt the expansion of certain service
sectors.

11.8 POLICIES AND INITIATIVES OF THE GOVERNMENT

The Export of Service Sectors in India has seen a fantastic development since few
decades and adds to the country’s economy. The Government of India has
significantly contributed to this growth by formulating and implementing several
policies and initiatives for the development of service sector and enhancing its
export potential. This document provides a detailed analysis of the most crucial
government policies driving the members of Indian export service sector across
multiple domains including information technology, tourism, financial services,
fiend education, healthcare etc.

11.8.1 1T AND ITES (INFORMATION TECHNOLOGY AND IT-ENABLED
SERVICES)

The IT and ITES sectors have led India’s export growth. Acknowledging the
potential these industries hold, Government of India came up with some policies as
an impetus: Scheme provides various incentives for the establishment of Software
Technology Parks of India (STPI). The STPI scheme was introduced in 1991 to
encourage software exports by providing an infrastructure facility, single-window
clearance and fiscal incentive. STPIs are income tax export-oriented units that
enjoy tax exemptions under Section 10A of the Income Tax Act, 1961.

11.8.2 SPECIAL ECONOMIC ZONES (SEZS)
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IT companies are provided with world-class infrastructure and tax incentives by
SEZs. Units in SEZs are also offered a complete 100% income tax exemption for
the first five years on the income from exports.

Digital India Initiative: This programme, initiated in 2015, is focused more on
improving digital infrastructure and digital literacy and is expected to indirectly
help the IT export sector.

11.8.3 TOURISM SERVICES

Tourism is an important segment of export services for India. Policies by
government have tended to focus on branding, infrastructure development and ease
of travel.

e Incredible India Campaign: This thought leader campaign showcases India as a
global tourist destination, focusing on both the cultural and natural heritage.

e E-Visa Facility: E-visa services for tourists from over 160 countries making it
easier for tourists to visit India as it has helped increase inbound tourism.

e Swadesh Darshan and PRASAD Schemes: Hence it will focus on the
development of theme based tourist circuits and religious tourism
infrastructure.

e Medical Tourism Promotion: Medical tourism fully planned in India on
strategic levels. It has encouraged this with special visas and advertising
campaigns.

11.8.4 FINANCIAL SERVICES

e The financial services sector comprising banking, insurance and capital
markets have grown as an export-oriented industry in India. Data supporting
this can be found in some policies below:

e JFC’s Global Capital Markets team refers to the financial market
liberalization.

e Government has promoted foreign investments and collaborations in financial
services, leading to overseas expansion of Indian firms.

e Scott Morrison, and Mr. Morrison’s successor as prime minister, Anthony
Albanese.

e IFSCs [International Financial Services Centres], like GIFT City in Guijarat,
seek to attract global financial institutions and offer banking, insurance and
asset management.
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11.8.5 EDUCATION SERVICES

By drawing international students, India has established itself as a global education
destination. Key policies include:

e Study in India Initiative Initiated to encourage foreign students to enroll in
Indian universities through scholarships and simplified admissions.

e Export Promotion Policies: The foreign institutions are encouraged to
cooperate with universities and educational institutions to establish joint
programs.

e Health and Wellness Services: India is a dominant player in medical tourism
and healthcare services exports. Government efforts include:

e Promotion of AYUSH (Ayurveda, Yoga and Traditional Medicine): The
government has promoted traditional medicine and wellness tourism under the
AYUSH Ministry.

e Medical Value Travel (MVT): The policies intend to place India as a value for
money healthcare destination, high standard medical services at cheap prices.

e Policies on Trade and Export Promotion

e Foreign Trade Policy (FTP): The FTP offers a scheme for boosting exports
including service exports through incentives such as the Service Export from
India Scheme (SEIS).

e SEIS grants duty credit scrips, which can be used towards payment of duties
or transferred, to exporters of notified services.

e Market Access Initiative (MAI) Helps exporters to tap into new markets via
market research, branding and promotional activities

e Export Credit and Insurance Schemes: Service exporters, however, do get
schemes such as the Export Credit Guarantee Corporation (ECGC) and
interest equalization schemes.

e  Skills: The government has launched several initiatives to upgrade the skilling
of the workforce, including vocational training programs, industry-academia
partnerships and initiatives such as "Skill India."

e Ease of Doing Business: The government has made a number of moves to
improve the ease of doing business for service providers, including reducing
regulatory procedures and promoting online services.

11.8.6 INFRASTRUCTURE DEVELOPMENT
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e Airports and Connectivity: Enhanced air connectivity and modernized airports
boost the export potential of the tourism and business services sectors.

e Digital Infrastructure: Availability of high-speed internet and affordable data
boosted IT and ITES exports.

e International partnerships and agreements

e Bilateral and Multilateral Treaties

e India has concluded some agreements for the movement of professionals and
for greater market access for service providers with many countries.

e Membership in WTO’s General Agreement on Trade in Services (GATS)

e India supports more liberalisation of trade in services at the global level

e  While the government’s policies have provided a huge impetus to the export
service sector, there are challenges that need to be addressed, including:

e Brimming Skill Gaps: Need of more Networking & International Standards

e Regulatory Hurdles: Cutting red-tape policy to speed up bureaucratic
processes.

e Competition: Remaining competitive in an international landscape.

e Trade Liberalization: India has been a proponent of trade liberalization,
focusing on both bilateral and multilateral trade agreements in an effort to
reduce trade barriers and expand market access for its services providers.

11.9 FUTURE PROSPECTS

e Sustained Growth: The Indian service export sector shows every sign of
sustained growth, leveraged by technology, globalization, and a demand for
high-quality services.

e Transition to High Value Services: Transition to High value services like IT,
Financial Services, Healthcare, and Education, wherein margins are greater
and potential for innovation is wider.

e Digitalization: Digital technologies will remain strong in the service sector
helping with new business models and improving service delivery.

e Regional Integration: New avenues of service export are projected to emerge
due to regional economic integration initiatives like the Regional
Comprehensive Economic Partnership (RCEP).

e Navigating hurdles: Any of the services export sector's true potential cannot
be realised without navigating hurdles such as talent shortages, infrastructural
bottlenecks, and competition.

11.10 FUTURE STRATEGIES
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e Improving digital infrastructure and innovation.

e Trade agreements to open up markets.

e Targeting new industries such as artificial intelligence, green energy and
fintech.

e The burgeoning of the export service sector owes its origin to the proactive
policies of the Government of India. Investment in infrastructure, research,
innovation, and skill development will continue to power the sector's growth
and maintain global leadership in the coming years.

e Economic Liberalization and Structural Reforms: Economic liberalization was a
paradigmatic shift in India’s economic policy. The government set a stage for
the growth of the service sector by cutting down the License Raj, reducing
barriers to trade, and promoting privatization. Specific reforms included:

e Cuts of import tariffs on tech-related products.

e FDIinIT and IT enabled services (ITES) expanded up to 100%

e Special Economic Zones (SEZs) with tax benefits for export-oriented units.

e For Promotion of Information Technology (IT) and Software Services

e Software Technology Parks of India (STPI): Launched in 1991, STPI schemes
provided tax exemptions, single-window clearance and high-speed data
communication facilities to IT companies.

e National Policy on Software Products (2019): Projected towards making India a
worldwide software product hub, this policy includes research and development,
skill development, and market access for Indian software companies.

11.11 DIGITAL INDIA INITIATIVE

Launched in 2015, the Digital India initiative aims to transform India into a
digitally empowered society and knowledge economy. Digital India is the ground-
breaking initiative undertook in 2015 by the government of India and is intended to
transform our nation into a digitally-empowered society and knowledge economy.
A central pillar of this initiative is to harness digital technologies to enhance
service exports, which is critical for the Indian economy. This one would explore
the different aspects of Digital India initiatives and its effect on service exports.
Digital India is a multi-faceted strategy covering many sectors:

e Digital Infrastructure: This includes the construction of fiber optic networks,
public Wi-Fi etc to increase internet connectivity.

e Digital Literacy: The program aims to build up citizens with training sessions
and awareness campaigns for digital skills fireplace.
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Digital Governance: This involves the delivery of government services using
digitisation processes, e-governance and citizen engagement.

Digital Economy: Its pillars support removing barriers to digital commerce
and boosting innovation and an enabling environment for digital businesses.

11.11.1 DIGITAL TRANSFORMATION AND SERVICE EXPORTS

Digital technology has transformed the service sector, allowing businesses to:

Expand International Reach: With the help of digital platforms and tools,
service providers can access a worldwide audience beyond geographic limits.
Increase Efficiency & Productivity: Automating operations and using data
analytics as well as cloud computing to reduce costs and improve productivity.
Improve Customer Experience: Digital technologies allow for personalization
of services, real-time communication and enhanced customer support.
Promote Innovation: Digital technologies can facilitate innovation in service
delivery models, providing new opportunities and investing traditional
business models.

11.11.2 SUSTAINABLE INITIATIVES UNDER DIGITAL INDIA FOR
SERVICE EXPORTS

A few targeted initiatives under the Digital India program have also acted as
enablers for service exports:

Digital India Export Initiative: The initiative focuses on promoting digital
exports by offering financial incentives, streamlining the export process, and
raising awareness among businesses.

Software Technology Parks of India (STPI): STPI has played a pivotal role
in the growth of the IT and ITES sector, which accounts for a large share of
service exports.

National Skill Development Mission: This scheme is to skill and reskill the
human resource for a sustainable service sector to meet the demand of a digital
economy.

Make in India: Though the initiative is largely aimed at manufacturing, it
indirectly aids in service exports as the promotion of domestic manufacturing
generates demand for auxiliary services.
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11.11.3 IMPACT OF DIGITAL INDIA INITIATIVE ON SERVICE
EXPORTS

e Rise in Export Revenue: The initiative has directly rendered a significant
increase in service exports, largely fueled by the booming sectors, including
IT, ITES, and BPOs.

e Improved Global Competitiveness: The initiative has enhanced the
competitiveness of Indian service providers in the global marketplace by
developing infrastructure, promoting digital literacy, and streamlining
processes.

e Employment Opportunity: The rise of the digital economy resulted in a
large number of new jobs being created in the service industry both directly
and indirectly.

11.11.4 DIFFICULTIES AND FUTURE OUTLOOK

Although much progress has been made, a few issues still endure:

e Digital Divide: Although the initiative has expanded access to the internet, a
wide digital divide remains, especially in rural areas.

e Deficiencies sub served by Employed: Skill Gap: There is a gap between the
skills the contemporary labor market requires and the skills the workforce
POSSEesses.

e Cybersecurity: Reliance on digital technologies continues to grow, and so do
the risks of cyberattacks. Strong cybersecurity building is essential to safeguard
both businesses and consumers.

11.11.5 THE FUTURE OF SERVICE EXPORTS IN 2023 UNDER THE
DIGITAL INDIA INITIATIVE IS BRIGHT:

e Emerging Technologies— New technologies like artificial intelligence, machine
learning, and blockchain open new frontiers in the realm of service exports.

e Global Partnerships- Collaborations with global partners could enable India to
gain access to global best practices and promote its service industry worldwide.

e Policy Support: Government support in the form of favorable policies and
regulatory measures must continue to ensure the growth and development of
service exports.
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e The Digital India initiative has been instrumental in making India a major
player in the global service export market. Thanks to the usage of digital
technologies, the program has facilitated businesses, augmented
competitiveness, and motivated growth for the economy. However, as the
Digital India initiative continues to gain momentum, the future looks promising
for service exports, with opportunities to further enhance India's reputation as a
global hub for services.

e International Cooperation and Trade Agreements

e There has been active pursuit of trade agreements and collaboration to improve
market access for service exports by the government. Examples include:

e Comprehensive Economic Partnership Agreements (CEPAS) with countries such
as Japan and South Korea, which are also provisions for easy movement of
professionals.

e Atthe WTO, promotion of trade liberalization in services under the GATS.

e Skill Development and Development of Human Capital

e The government has also initiated programs aimed at increasing employability
and technical capabilities, acknowledging the significant need for a skilled
labour force. Notable initiatives include:

o National Skill Development Mission (NSDM): A mission by the Government of
India to train more than 400 million people — by 2022 — in varied skills
(including IT and digital services)

e Skill India Campaign: This scheme comes under vocational training and
certifications in recruiting new service sectors.

e The Startup India programme, which was inaugurated in 2016, offers tax
incentives, financing assistance and regulatory easing to promote
entrepreneurship. This has spurred innovation in value-added service exports in
areas such as fintech, healthtech, and edtech.

11.12 IMPACT OF GOVERNMENT POLICIES
11.12.1 GROWTH IN EXPORT REVENUES

By 2023, India’s service exports had increased exponentially, surpassing $250
billion a year. IT and ITES form the largest share, with significant growth seen in
new-age domains like engineering R&D, fintech and healthcare services.

e Employment Generation: The service industry in India provides direct and
indirect employment to millions and is among the largest employers. Job
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opportunities further increased due to government policies encouraging skill
development and entrepreneurship.

e Increased Global Competitive Edge: India’s competitiveness in global
markets has been bolstered by policies that promote technology adoption,
innovation, and infrastructure development. Indian companies have even
emerged as the leading global service providers in IT consulting, software
development, and other outsourcing sectors.

e Export Portfolio Diversification: Service diversification beyond traditional IT
services has been made possible through government support. Data analytics,
artificial intelligence solutions, legal process outsourcing, and engineering
design services are high-value exports today.

11.12.2 ASPECTS OF INDIAN SERVICE EXPORTS - [ISSUES
HINDERING GROWTH

With exports playing a critical role in economic growth, India has become a key
player in the global services market. But several challenges block the pathway to
the growth of Indian service exports. In this paper, we will explore some of these
challenges, including how they affect [insert relevant ] and potential directions for
moving beyond them.

e Global Economic Slowdown and Protectionism: Global Demand Weakens:
Reduced global economic growth, especially in the large economies like the US
and Europe, has a direct impact on demand for Indian services. Less consumer
spending and investment means weaker demand for IT, ITES and other
Services.

e Protectionist Measures: Recent developments in developed countries towards
protectionist policies (like visa restrictions and tighter regulations) are major
threat for service exports. Such policies can restrict the movement of Indian
professionals, curbing the growth of sectors such as IT and BPO.

11.12.3 EMERGING MARKETS COMPETITION

e Price Competition: India is facing fierce competition from the likes of other
developing economies like the Philippines, Vietnam, and China that provide
lower wages and competitive pricing on services. And this price war can affect
India comparative advantage in some sectors.

e Skills-Based Competition: Although India is home to a large population of
skilled professionals, the pace of technological advancement requires constant
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upskilling and reskilling. If industries don't catch up with changing skill needs,
they risk losing competitiveness to of-their-moment competitors with a more
nimble talent shop.

e The Problem of Infrastructure and Logistics: Institutional Challenges Also
Inadequate Infrastructure: Despite notable improvements, infrastructure
bottlenecks including reliable power supply, limited broadband connectivity and
congested transportation networks can constrain service delivery and push up
operational costs.

e Logistics Bottlenecks: Inefficiencies in logistics and supply chain operations
may result in delays in delivering services, ultimately affecting consumer
satisfaction and raising costs.

11.12.4 SKILL SHORTAGES AND SKILL MISMATCH

e Demand-Supply Gap: The services sector has been growing at a very fast pace,
resulting in a substantial demand-supply gap for professionals in data analytics,
artificial intelligence, cybersecurity, etc.

e Skill Mismatch: The current workforce may lack the skills essential for a
changing digital economy. Such a mismatch can affect the productivity of Indian
service providers and impair their competitiveness globally as they have to
mend the gaps in the existing ecosystem to appeal to their international clients.

11.12.5 DISPUTES OVER REGULATORY FRAMEWORKS AND POLICY

e Regulatory Tangle: Unlike in developed countries, businesses have to be
sensitive to regulatory and non-regulatory issues such as tax regulations, labor
laws and foreign exchange regulations which can create complexities for
businesses.

e Policy Uncertainty: Changes in government policies, including visa regulations
and tax policies create uncertainty as well as deter investment in the services
sector

11.12.6 CURRENCY FLUCTUATIONS

e Competitiveness: Exchange rate fluctuations can have a major effect on the
competitiveness of Indian exports of services. A falling rupee makes Indian
services costlier for foreign customers, while a rising rupee erodes profit
margins.
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e Cybersecurity Threats: Cyberattacks and Data Breaches: Digital technologies
continuing to boom lead to a growing threat of the cyberattacks and data
breaches. They can undermine brand reputation, disrupt operations and erode
customer trust.

e Weak brand recognition and lack of marketing: Absence of Global
Branding: Most Indian service providers are not global brands and lack
marketing expertise to compete with established players.

11.13 POTENTIAL SOLUTIONS

e Infrastructural Investment: Investing in infrastructure, be it power,
broadband, and transport, should be prioritized as it can significantly improve
service delivery and cut down operational expenses.

e Training and Skill Development: To close the skill gap and prepare the
workforce for the digital economy, comprehensive skill development programs
should be implemented.

e Supporting Innovation and R&D: Encouraging a culture of innovation and
investing in research and development in field of emerging technologies such
as Al, machine learning, and blockchain.

e Logistics and Supply Chain Management Improvement: Improving
logistics processes, optimising port infrastructure, and using technology to
enhance supply chain efficiency.

e Tackling Regulatory Burdens: Reducing regulatory procedures, removing
bureaucratic barriers, and providing clarity on policies.

e Encourage Brand Building and Marketing: Promoting Schemes For Global
Branding Of Indian Services And Promotion Of Indian Service Providers In
International Markets

e Cybersecurity strengthen: Invest in cybersecurity infrastructure, raise
cybersecurity awareness and implement strong data protection measures.

e Free Trade Agreements: Negotiating and using free trade agreements to
access markets and reduce trade barriers

e Support Public-Private Partnerships: This would facilitate the government
and private sector to work together to bridge infrastructure gaps, develop
workforce skills, etc.

India has the potential to become a global leader in the services sector, and with
these challenges addressed proactively, it will be able to further enhance its
position and play a critical role in economic development and job creation.

DIGITAL TRANSFORMATION IN RETAIL: ADAPTING TO NEW CONSUMER LANDSCAPE 201



978-93-6773-284-7

11.14 OBSTACLES TO MAINTAINING THE GROWTH OF HIGH VALUE
SERVICE EXPORTS

While there have been major successes, India is challenged with a number of
obstacles to maintaining the growth of high value service exports. Indeed, even as
our urban hubs have world-class IT infrastructure, smaller cities and rural areas
remain behind. It is therefore imperative to bring the urban-rural divide together
for equitable growth.

e Talent Shortages: However, there exists a disconnect between the industry
needs and the skills of the graduates, despite India being a country with a
large talent pool. This gap calls for the continuous upskilling and reskilling.

e Taxation and Regulatory Issues: Small and medium enterprises (SMES)
in the service export sector face challenges due to complex tax structures
and regulatory compliance.

e Global Competition: While China, the Philippines and Eastern European
countries also invest heavily in their service sectors and pose stiff
competition for India.

e Data Protection & Cyber Security: As digital services become more and
more prevalent, data protection and cyber-crime have become key issues.
We must also align with the best practices out there and put in place strong
regulations.

11.15 INDIAN EXPORT SERVICES

India has become a key player in the global services sector, and exports play an
important role in the country's prosperity. Yet, certain hurdles are obstructing the
growth of India’s services exports. This paper will discuss some of the important
suggestions for policy modifications to foster the competitiveness and growth of
service exports in India.

11.15.1 INCREASING COMPETITIVENESS ON GLOBAL LEVEL

e Skills Development and Upskilling: Prioritize Emerging Technologies:
Significantly invest in skill development programs around emerging
technologies like artificial intelligence (Al), machine learning (ML), data
analytics, cybersecurity, and cloud computing.
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e Collaboration Between Academia And Industry: Making academia and
industry work broadly to ensure the education system is in line with the needs
of the global services market.

e Retraining Initiatives: Launch initiatives that retrain existing workers with
skills needed in the new digital economy.

11.15.2 IMPROVING INFRASTRUCTURE

e Strong Digital Infrastructure: Invest heavily in strong digital infrastructure
— high-speed broadband connectivity, data center and cloud computing
facilities, etc.

e Secure and Cheap Energy Supply: To meet the rising demand for energy
intensive services, secure and inexpensive energy supply

e Better Infrastructure for Logistics and Transport: Enhance transport and
logistics infrastructure (roads, railway and ports) to ensure smooth movement
of goods and services.

e Encouraging Innovation and R&D: Support for innovation: incentivize
services sector research and development through tax breaks and other
incentives.

e Facilitating Public-Private Partnerships: Encourage collaboration between
government, academia, and industry to promote innovation and technology
advancement.

e Establish Innovation Hubs: Institutions and centers of excellence need to
establish innovation hubs, where cutting edge research work is done.

11.16 ADDRESSING GLOBAL CHALLENGES
11.16.1 RESISTING GLOBAL ECONOMIC SLOWDOWN

Market Diversification: Promote the diversification of export markets by service
providers, aimed at minimizing reliance on a specific economy. With this economic
landscape, creating specialized services would be an ideal growth strategy with
limited vulnerabilities to the global economy.

11.16.2 COUNTERING PROTECTIONISM

e Implementing Free Trade Agreements- Having a Strong Presence on
Multiparty Platforms: Be very actively involved in multiparty platforms that
address global trade threats and promote values of open and fair trade
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e Promoting Brand India: Effectively market and promote Indian services
globally and enhance the image of Brand India.

11.16.3 ENHANCING THE BUSINESS ECOSYSTEM

e Regulatory Reform: A proposal to reform and streamline regulatory
processes for ease of doing business.

e Tax reforms: make our tax system more competitive and predictable for
service exporters.

e Currency fluctuations: start talking about what you can do to not let currency
fluctuations affect service exports — like how to hedge, or what are
techniques for self-protection against this risk.

11.16.4 STRENGTHENING THE DIGITAL TRANSITION

e Facilitate E-Commerce: Continue to promote the use of digital technologies
in international trade

e Build E-commerce Infrastructure: Invest in building a good e-commerce
infrastructure that allows for online trade, thus reaching a larger global market
source.

e Protecting Consumers Online: Develop and enforce regulations that protect
consumers from online threats, including fraud and data breaches.

e Bolstering Public-Private Partnerships: Joint Initiatives The government
should engage the private sector to explore ways to work jointly on addressing
common challenges and leverage synergies.

e Cross-Agency Collaboration: Promote information sharing and best practice
exchange among public sector agencies, industry associations, and service
providers.

e Consultative Approach: Engage stakeholders through a consultative
approach to policymaking

11.17 MONITORING AND EVALUATION

e Frequently evaluate the effectiveness of export promotion policies and adjust
accordingly, based on outcomes and new trends.

e Leverage data analytics and market research to guide policy decisions and
pinpoint new opportunities.
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e Regularly assess and adapt export promotion strategies to be up-to-date and
effective in a changing global environment.

e  Strengthening Infrastructure

e Extend broadband and 5G networks to small towns and rural areas.

e Create new technology parks and innovation centres.

11.18 ENHANCING SKILL DEVELOPMENT

e Incorporate new technologies and innovative forms of making, collaborating
and trading: Al, blockchain, cloud computing, etc.

e Encourage partnerships between public and private sectors to create industry-
oriented training systems.

e Simplifying Regulations

e Rationalise tax regimes and minimise compliance burdens for services
exporters.

e Introduce single-window systems for approvals and certifications.

e Advancing Research and Innovation

e Make more R&D funding available for high-value services

e Innovation clusters to bring together academia, industry and startups.

e Enhancing Global Partnerships

e Negotiate trade agreements aligned with the service export focus

e And lastly, ensure the free movement of professionals through visa
liberalisation agreements.

e Ensuring Data Security

e Timeframe: Immediately; Schedule: Annual; Responsible: TRF, TDS, TRM,
TFM, TDE - Establish as a data controller Stricter Data Protection Law Global

e Encourage providers to raise awareness of and adopt cybersecurity practices.

11.19 CONCLUSION

India’s high-value service exports are a stand-out part of that economic narrative.
Conducive ecosystem Government policies have played most important role in
developing conducive ecosystem for growth. Yet maintaining this momentum will
depend on overcoming challenges ranging from infrastructure gaps and talent
shortages to regulatory hurdles. Through forward-looking policies and in
collaboration.
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