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The Moratorium Has Lapsed. India Should
Still Not Tax the Wire.

= Business Standard 29 July 2026 @

} INTERVIEW ANGLE

"India has a strong domestic revenue interest in taxing digital trade (customs duties) and an
even stronger export interest in not doing so (its services surplus). When these two national

interests conflict, how should trade policy decide between them?"

(® Every fact web-verified against primary sources

THE LIFT LINE

A country that earns its digital-trade surplus by keeping the wire open should not be the first to reach for the
tariff, just because the rule that kept the wire open has expired. The rule mattered less than the incentive that

made the rule work, and that incentive has not changed.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

Digital trade governance is an increasingly tested GS3/GS2 intersection, and the moratorium’s 2026 lapse is a

current, high-value case for understanding how a country’s trade-policy interest depends on its actual trade

position, not on abstract fairness arguments alone.

GS Paper 3: Indian Economy and issues relating to mobilisation of resources; effects of liberalisation on the

economy; Indian economy and its interface with the digital and services sector.

GS Paper 2: Important international institutions (WTO) and their mandate; effect of policies of developed

and developing countries on India’s interests; bilateral, regional and global agreements involving India.

For Prelims, fix the moratorium’s origin year and the specific reason for its 2026 lapse, since WTO

instrument questions are frequently tested by exact year and mechanism.
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CONCEPT MEANING WHY UPSC TESTS IT

WTO moratorium on A standing agreement, since 1998, not to Distinguishes a “moratorium”

electronic impose customs duties on cross-border digital (temporary, renewable non-

transmissions transmissions application) from a permanent WTO

rule

Global Capability An offshore unit multinational firms set up in The specific export model this editorial

Centre (GCC) India (or elsewhere) to deliver technology, argues is most exposed to any digital
analytics or business-process services tariff

Digitally delivered Services provided across borders via The category the moratorium exempts

services digital/electronic means, without physical from customs duty, distinct from
movement of goods goods trade

Consensus requirement ~ WTO decisions, including renewing the Explains why a single bloc of objecting

(WTO) moratorium, require consensus among all members can let a long-standing
members moratorium lapse

BACKGROUND AND CONTEXT

DATE DEVELOPMENT

1998 WTO members first agree not to impose customs duties on electronic transmissions, launching the
moratorium

1998-2024 Moratorium renewed at successive WTO Ministerial Conferences, by consensus each time

March Moratorium lapses after consensus for renewal could not be reached

2026

Post-lapse WTO members are legally free, absent other commitments, to impose customs duties on electronic
transmissions

THE CORE ARGUMENT / ISSUE

Why some members wanted the moratorium to lapse

The case against indefinite renewal, made chiefly by some developing economies, is that the moratorium locks
in an arrangement that favours digitally advanced, digital-services-exporting economies (who benefit from
tariff-free market access for their exports) while denying digital-importing economies both a potential tarift-
revenue stream and policy space to regulate or protect nascent domestic digital sectors from established

foreign competitors.
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Why India’s position differs from that general developing-country argument

India is, in the digitally delivered services category specifically, a large net exporter, not a net importer, driven
substantially by the GCC model, in which multinational firms locate technology, analytics and business-
process operations in India precisely because doing so lets them deliver services back to headquarters and
global operations without customs friction. This means the general developing-country case for reclaiming
tariff policy space, while coherent for many countries, does not map onto India’s actual trade position in this

specific category.

The retaliation and compliance-cost risk

Any Indian move to impose duties on electronic transmissions would create an obvious precedent inviting
reciprocal treatment from India’s trading partners, and given the scale of India’s digital services exports, the
potential retaliatory cost would likely exceed any domestic tariff revenue gained by a wide margin. Separately,
defining precisely what counts as a dutiable “electronic transmission”, a downloaded file, a streamed service, a
cross-border data transfer supporting a GCC operation, is administratively difficult in ways that would raise

compliance costs and uncertainty for the same digital-first firms India is trying to attract and retain.

Where India’s legitimate revenue and policy-space interests should instead be pursued

The reply is not that India has no legitimate interest in taxing digital value or retaining policy space over its
digital economy, only that border tariffs on electronic transmissions are a poorly targeted instrument for
pursuing those interests. Domestic tax instruments, GST as applied to digital services, and multilateral
cooperation, particularly the OECD-led digital-taxation and Base Erosion and Profit Shifting (BEPS) processes
addressing how multinational digital value is taxed, are better suited to capturing digital-economy revenue

without threatening India’s own export model.

HOW TO THINK ABOUT THIS (ANALYTICAL FRAME)

Check whether a general policy argument actually applies to your specific position within the
underlying trade. The developing-country case against the moratorium is coherent in general, but its force
depends on being a net importer in the taxed category; a country that is instead a net exporter in that category
faces the opposite incentive, even while sharing a broad developing-country identity with the argument’s
proponents. When evaluating any trade-policy stance, do not infer a country’s optimal position from its
general economic category (developing versus developed) without checking its specific position (importer

versus exporter) in the particular flow being regulated.

THE DIAGRAM IN WORDS

Picture international digital trade as a two-way wire connecting India to the rest of the world, carrying two
distinct streams: one flowing outward, India’s GCC-driven services exports, and a smaller one flowing inward,

digital goods and services India imports. A tariff placed on the wire taxes both streams equally, regardless of
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direction, but because India’s outward stream is substantially larger than its inward one, taxing the wire costs
India more in export friction than it gains in import-tariff revenue. A country whose inward stream is larger
than its outward one faces the opposite calculus, and would rationally welcome the same tariff India should
rationally avoid. The wire is identical in both cases; only the relative size of the two streams flowing through it

determines which side of the tariff argument a given country’s own interest actually falls on.

WAY FORWARD

® Do not impose customs duties on electronic transmissions, preserving the tariff-free

digital trade environment India’s GCC and services-export model depends on.

© pursue digital-economy revenue through domestic instruments, applying GST

consistently to digital services rather than relying on border tariffs.

o Engage actively in OECD/BEPS digital-taxation processes, shaping multilateral rules for
taxing multinational digital value in ways aligned with India’s interests as both an exporter and a

market.

(4] Signal continued support for a renewed or reformed moratorium in future WTO
negotiations, while working with other digital-services-exporting economies to build the consensus

needed for renewal.

> Monitor and quantify India’s digitally delivered services trade balance transparently, so

future policy positions are grounded in India’s actual, not assumed, trade interest in this category.

PYQ LINKAGE AND PRACTICE

UPSC has tested WTO instruments, India’s services-sector trade performance, and digital-economy
governance as recurring GS3 themes; the moratorium’s 2026 lapse is a current, dated case for testing whether

candidates can connect an abstract trade-policy debate to India’s specific, concrete trade position.

Practice question: “A country’s optimal trade-policy stance on a specific issue depends on its position
within that specific trade flow, not on its general economic category.” Examine this claim with reference to
India and the WTO’s lapsed moratorium on customs duties for electronic transmissions. (250 words, 15

marks)

Interview angle: India has a strong domestic revenue interest in taxing digital trade (customs duties) and
an even stronger export interest in not doing so (its services surplus). When these two national interests

conflict, how should trade policy decide between them?

Sources: Business Standard, World Trade Organization, Ministry of Commerce and Industry

Source: The Moratorium Has Lapsed. India Should Still Not Tax the Wire. — Ujiyari.com | Free UPSC & State PCS
Editorial Analysis
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® KEY ARGUMENTS AT A GLANCE

India should not impose customs duties on electronic
transmissions despite the WTO moratorium’s March 2026 expiry,
because India’s large and growing trade surplus in digitally
delivered services and its global capability centre ecosystem make
open digital trade far more valuable to India than any tariff
revenue it could collect.

v SUPPORTING

* India runs a substantial and growing surplus in digitally delivered services exports, driven
significantly by global capability centres (GCCs) that depend on frictionless, untaxed cross-

border data and service flows.

* Any Indian tariff on electronic transmissions would likely invite reciprocal tariffs from trading
partners, and India’s services exports are large enough that retaliation would cost far more
than any domestic tariff revenue gained.

* Compliance costs and definitional ambiguity, what counts as an “electronic transmission”
subject to duty, would raise costs and uncertainty for exactly the digital-first firms India is
trying to attract and retain.

A COUNTER

The moratorium's lapse exists precisely because some WTO members argued it
disproportionately benefited digitally advanced economies at the expense of others’ tariff
revenue and policy space; India, as a large digital importer in some categories, has a
legitimate case for at least reserving the option to use tariffs strategically rather than
committing to indefinite restraint.

— WAY FORWARD

Pursue India’s digital-trade revenue and policy-space interests through domestic instruments
(GST on digital services, data-related regulation) and multilateral venues (OECD digital-

taxation talks), rather than through border tariffs on electronic transmissions.
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-g,é\ MAINS ANSWER FRAMEWORK

QUESTION
The WTO's moratorium on customs duties on electronic transmissions lapsed in March 2026. Examine
why India should refrain from imposing such duties despite now having the legal room to do so. (250

words)

INTRODUCTION

The World Trade Organization’s moratorium on customs duties on electronic transmissions, in place since
1998 and repeatedly renewed at successive Ministerial Conferences, lapsed in March 2026 when consensus
for renewal could not be reached, technically restoring WTO members’ legal freedom to impose such

duties.

BODY

The moratorium had exempted cross-border digital transmissions, software downloads, streamed content,
and, more consequentially in India’s case, digitally delivered services, from customs duties, on the
reasoning that taxing data flows at the border was both administratively impractical and economically
counterproductive in an increasingly digital global economy. Its lapse restores the legal option for
members to impose such duties, and some developing economies had long argued the moratorium
disproportionately benefited digitally advanced exporting economies while denying digital-importing
economies a potential tariff revenue source and a degree of policy space over their domestic digital and
data ecosystems.

India’s specific position, however, is that of a large net exporter of digitally delivered services, driven
substantially by the global capability centre (GCC) model in which multinational firms locate technology,
analytics and business-process operations in India precisely because cross-border digital service delivery is
frictionless and untaxed; any Indian tariff on electronic transmissions would invite reciprocal treatment

from trading partners and directly threaten the export model India has spent two decades building.

CONCLUSION

India’s comparative position as a digital-services exporter, not primarily a digital-goods importer, means
the moratorium’s lapse is an opportunity to demonstrate restraint that protects its own interests, not
primarily a fairness question best answered by imposing duties; India’s digital-trade and revenue interests
are better pursued through domestic tax instruments and multilateral digital-taxation cooperation than

through tariffs on the wire its own exports travel across.
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