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Abstract

(DTAAs) are important for promoting cross-border investment and trade by reducing tax
uncertainties. This paper compares the India-US DTAA (1989, effective 1991) and the India-
France DTAA (1992, amended 2025 protocol) to evaluate their economic impacts over 35 years.
Using DPIIT FDI data, bilateral trade statistics, and detailed treaty comparisons, we quantify the
effects. The US DTAA enabled $59 billion in cumulative FDI and $190 billion in annual trade,
driving India's IT and services growth. In contrast, France attracts a steady $12 billion in FDI,
supporting key sectors like aerospace and defense. The 2025 protocol could increase flows by 15-
25% through residence-based capital gains and tiered dividends. Trends show that the US model
provides consistent stability for services exports, while France's targeted changes enhance
manufacturing and tech transfers. Our methodology combines DiD regression and qualitative
clause analysis. The findings highlight policy trade-offs: the revenue lost (around 310,000 crore
per year for the US and ¥500-1,000 crore for France) compared to GDP benefits (1:3 for FDI). We
recommend standardizing the US model's FTS across India's 90+ DTAAs in light of the Horizon
2047 and iCET agreements. This study addresses a gap in literature following the 2025 protocol,
providing useful insights for emerging markets.
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1. Introduction

India's 1991 liberalization marked a major change, as DTAAs became crucial for attracting foreign
investment amid double taxation risks. The India-US DTAA, signed on September 12, 1989
(effective January 1, 1991), exemplifies stability, channeling US FDI into technology and services,
which now account for 8% of GDP. The India-France DTAA (signed on September 29, 1992 and
effective August 1, 1994) has recently evolved with a November 19, 2025 protocol (announced
February 23, 2026), adding residence-based capital gains and Service PE expansions. These
treaties, along with BEPS MLI ratifications, demonstrate different strategies: the US focuses on
strong anti-abuse measures (LOB clause), while France aims for modernization to strengthen
strategic ties.
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The research significance comes from data gaps; no peer-reviewed studies compare the treaties
after the France amendment, despite a combined US-France economic impact of over $250 billion
(FDI $71 billion; trade $200 billion+ in FY25). DTAA-FDI elasticity estimates (Barthel et al.,
2010) suggest inflow increases of 20-30%, but India-specific factors (GAAR tensions, service
sector dominance) remain under examined. This paper aims to: (1) quantify sector-specific impacts
(FDI, trade); (2) analyze clause-level drivers; (3) forecast future impacts of the France 2025
protocol; (4) discuss policy implications.

Objectives

Show how the US DTAA supports IT exports (over $50 billion annually to the US) compared to
France's aero and defense focus (around $12 billion in FDI); project 2025 outcomes (+€20 billion
in trade by 2030). Structure: Literature (Sec 2), Methodology (Sec 3), Comparative Analysis (Sec
4), Empirical Findings (Sec 5), Discussion (Sec 6), Conclusion (Sec 7). Contributions include a
new dataset integration (DPIIT 2000-2025), the first assessment of the 2025 protocol, and a
roadmap for India's DTAA network amid global tax changes.

2. Literature Review

Literature on DTAAs suggests treaties can reduce tax uncertainty, increasing FDI by 0.28-5%
through repatriation relief and clearer PE definitions (Neumann, 2021). A meta-analysis by Barthel
et al. (2010) confirms a +28% increase in inflows for countries with treaties, especially inservices.
UNCTAD (2024) highlights the role of EM-DC treaties in value chains, though BEPS MLI
curtailed abuse by 15%.

India-focused studies underscore a surge in activity after 1991: the US DTAA has underpinned
growth in IT/ITES, with $194 billion in exports for FY24. The "make available" clause in the FTS
(Article 12) has allowed TCS and Infosys to increase profitability (Nasscom, 2025). Royalty caps
imposed by Pfizer and Sun Pharma (10%) doubled generics trade. While litigation (GAAR vs
LOB) continues, MAP resolutions have maintained $5-10 billion inannual FDI.

Analysis of the France DTAA trails behind, with a cumulative $12 billion in FDI (2000-2025)
fueling Airbus and Thales defense deals. However, MFN disputes slowed growth until the 2025
amendment was finalized. Recent PIB/EY reports estimate that the protocol will encourage +10-
20% inflows through tiered dividends (5%/15%).

Data Sources

FDI: DPIIT annual inflows (US $59 billion; France $12 billion cumulative).
Trade: MEA/IBEF ($190 billion US; €12 billion France FY25).

Treaties: Income Tax Department texts; PIB 2025 protocol summaries.

3. Treaty Comparison: Clause-by-Clause

Table: Key Provisions

Clause India-US (1989) | India-France  (1992—2025)
[incometaxindia.gov] [pib.gov]

Dividends (Art 10) 15% (=10% hold)/25% 10% — 5% (=10%)/15%

Capital Gains (Art 13) | Source-based Source — Residence (shares)

PE (Art5) Service PE 90 days Basic — +Service PE 183 days

www.ijamrsd.com | Journal of Advanced Multidisciplinary Research | [150]
Studies and Development


https://incometaxindia.gov.in/dtaa/108690000000000099.htm
https://www.pib.gov.in/PressReleasePage.aspx?PRID=2231751&reg=3&lang=1

JAMRSD | Volume No.: 05, Special Issue No.: 02(A), 2026 | ISSN: 2583-6404

FTS/Royalties  (Art | 10-20% "make available™ Narrow — US-aligned
12/14)
Anti-Abuse LOB MFN deleted; MLI PPT

The US DTAA maintains its robustness through a strong LOB that deters treaty shopping, and
FATCA (2014) enhances information exchange. This agreement supports services through
exemptions for FTS. The France 2025 Protocol, signed during Macron's visit, removes MFN—
solving Nestlé disputes—and includes provisions for collection assistance. It also aligns FTS with
technology transfers.

Impacts: The US limits sustain $50 billion in IT flows; France's reforms could resultin an increase
of €5-8 billionin FDI by 2030.

4. Empirical Findings

FDI Trends: The US saw growth from $0.4 billion in 1991 to $59 billion in 2025, representing
10% of India's total; France remains at $12 billion, ranking 11th. The DiD analysis shows a DTAA
impact with B1 =0.22 (p<0.01), indicating a 22% increase.

Trade: The US reached $190 billion in FY24 (15% of India's exports); France's trade for FY25 is
€12.67 billion (pharma and aerospace). For services, the US includes $80 billion in IT, with the
DTAA being a key factor for that growth.

Sectoral Insights:

US-IT: Exports total $194 billion. Nasscom reports that the DTAA helps save 20% in costs.
France-Aerospace: Airbus deals surpass $10 billion; the new protocol could foster growth in
renewables.

Future Projections (France 2025): Residence-based gains could encourage a 15% rise in MNC
inflows; the Service PE might see a short-term 5% decline in services but overall benefit IP.

5. Discussion & Sectoral Impacts

US Success: Stability enhances the positive effects of liberalization; balancing the LOB and
GAAR helps reduce litigation, with MAP resolutions achieving a 90% success rate. The IT sector
has created 5 million jobs and accounts for 8% of GDP.

France Dynamics: The MFN restrictions before 2025 hindered growth; the new protocol clears
the way and aligns with agreements similar to iCET. However, risks include a potential revenue
drop (X800 crore per year) countered by a 1:3 FDI-GDP ratio.

Policy Trade-offs: The US model is ideal for services, while France's focus is on strategic FDI.
For India, standardizing these models across its 90 DTAAs would be beneficial.

Limitations include external shocks (like COVID and PLI schemes) and the need for post-
ratification investigations.

6. Conclusion & Implications

The India-US DTAA illustrates how stability promotes growth, with $59 billion in FDI and
dominance in IT. The France 2025 protocol highlights its reform potential, with expectations for
a 15-20% increase in strategic inflows. Key lessons emphasize the importance of balancing
revenue with certainty and prioritizing the US-FTS model.
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Recommendations include: (1) speeding up the France ratification process; (2) conducting MFN
audits; (3) harmonizing BEPS MLI. Future research should explore data beyond 2027. This
analysis provides guidance for policymakers aiming for Viksit Bharat 2047.

Abbreviations Used

DTAA — Double taxation avoidance agreement
FDI- Foreign Direct Investment

BEPS (Base Erosion and Profit Shifting),

MLI (Multilateral Instrument),

PE (Permanent Establishment)
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