In the context of India, FERA (Foreign Exchange Regulation Act) and FEMA (Foreign Exchange
Management Act) refer to two distinct pieces of legislation, unlike the emergency relief agencies

in the U.S. Here’s an overview of each within the Indian framework:

FERA (Foreign Exchange Regulation Act)

o Established: 1973.

e Purpose: The main goal of FERA was to regulate and control foreign exchange
transactions and curb the outflow of foreign currency to maintain India’s foreign reserves,
which were quite limited at the time.

o Features:

o Imposed stringent controls over foreign exchange and foreign investment in India.

o Restricted Indian entities and residents from conducting foreign currency
transactions without government approval.

o Emphasized strict monitoring and regulation, with violations treated as criminal
offenses.

e Drawbacks: The strictness of FERA made it challenging for foreign investors to do
business in India, creating an environment often viewed as restrictive and deterrent to
foreign direct investment (FDI).

e Legacy: FERA helped safeguard India’s foreign reserves in a time of economic
vulnerability, but by the 1990s, its limitations became evident as India pursued economic

liberalization.

FEMA (Foreign Exchange Management Act)

o Established: 1999, replacing FERA.

e Purpose: FEMA was enacted to facilitate foreign trade and payments, and to encourage
the orderly development and maintenance of the Indian foreign exchange market. FEMA
reflects a more open and flexible approach to foreign exchange management, suitable for

a liberalized economic environment.



o Features:

o Made foreign exchange transactions easier, especially those related to foreign trade
and investment.

o Relaxed regulations to encourage foreign investment and promote external trade.

o Violations under FEMA are treated as civil offenses, as opposed to the criminal
treatment under FERA, making compliance less punitive.

o Advantages: FEMA is aligned with India’s liberalized economic policy, allowing for
smoother foreign investment inflows and making the regulatory environment more
investor-friendly.

e Current Role: FEMA remains the governing legislation for all foreign exchange

transactions in India, supporting India’s global economic integration and growth.

Key Differences between FERA and FEMA in India

e Regulatory Approach: FERA was restrictive and focused on conserving foreign reserves,
while FEMA is more liberal, facilitating trade and investment.

o Legal Consequences: Violations of FERA were criminal offenses, while violations of
FEMA are treated as civil offenses.

o Alignment with Economic Policy: FERA aligned with a protectionist economy, while

FEMA supports a liberalized, open-market economy.

In summary, while FERA was necessary in a time of economic scarcity and aimed at protecting
foreign reserves, FEMA reflects India’s modern economic stance of encouraging foreign
investment and making foreign transactions more transparent and accessible. FEMA’s flexible

framework has been instrumental in promoting India’s growth as a global economic player.

WTO (WORLD TRADE ORGANISATION)

The World Trade Organization (WTO) is a global institution that regulates international trade,
ensuring that trade flows smoothly, predictably, and freely as possible. It was established on
January 1, 1995, replacing the General Agreement on Tariffs and Trade (GATT), which was
created after World War I1.



Objectives of the WTO

1. Promote Free Trade: WTO aims to reduce trade barriers (like tariffs, quotas, and
subsidies) to create a more open and free international trade environment.

2. Ensure Fair Competition: By enforcing trade rules, the WTO promotes fair competition
among member countries and aims to prevent unfair trade practices, like dumping and
subsidies that distort the market.

3. Encourage Economic Growth and Development: The WTO aims to boost economic
growth by increasing trade opportunities, especially in developing countries, by ensuring
access to global markets.

4. Protect and Preserve the Environment: The WTO works to ensure that trade policies are
aligned with sustainable development and environmental preservation goals.

5. Resolve Trade Disputes Peacefully: The organization aims to provide a stable platform
for resolving trade disputes among member countries to avoid conflicts and promote

cooperation.

Functions of the WTO

1. Administering Trade Agreements: The WTO oversees a series of trade agreements (like
the GATT, GATS, and TRIPS) that govern international trade rules across goods, services,
and intellectual property.

2. Forum for Trade Negotiations: The WTO provides a platform for member countries to
negotiate and discuss new trade agreements and review trade policies to address evolving
global trade needs.

3. Dispute Resolution: The WTO has a structured dispute resolution mechanism that allows
member countries to resolve trade disputes fairly. The Dispute Settlement Body (DSB)
oversees this function, ensuring that countries adhere to trade rules and honor their
agreements.

4. Monitoring Trade Policies: The WTO monitors and reviews member countries' trade
policies to ensure transparency, promote adherence to trade agreements, and assess the

impact of these policies on international trade.



5. Technical Assistance and Training: The WTO provides assistance and training to
developing countries, helping them build capacity to engage more effectively in

international trade.

Importance of the WTO

The WTO plays a central role in facilitating global trade, ensuring that trade policies are
predictable and transparent, which benefits businesses, consumers, and governments. By
promoting a rules-based system, the WTO aims to enhance economic stability, increase

international cooperation, and support sustainable economic growth across member countries.



