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Premiji's lasting legacy is
of munificent money

Wipro’s outgoing chairman defines for India Inc what
giving and compassionate capitalism means

S AN INDIAN BUSINESS leader,Azim Premji has always punted against
the current. He was one of the first, if not the pioneering, leaders of the
country’s IT revolution, transforming Wipro from a vegetable oil and
other consumer products company he inherited from his father, which
totalled $2 million in sales in 1966, to a multi-billion dollar group with earnings
chiefly from IT. Steering the group away from a business where margins were rela-
tively secure to what was, in the 1970s and 1980s, still uncharted territory surely
requires more than just gumption and a taste for risk—a gift of vision, perhaps? Inde-
pendent India’s earlyyears didn’t see many second-generation industrialists demon-
strate comparablevision.In 1979,ayearafter India expelled IBM for re-selling refur-
bished computerhardware at steep prices to government departments, Premji saw
an opportunity,and Wiprobecame one of the first feathers India’s fledgling ITindus-
try sprouted. As technology investments poured in globally towards the end of
1990s,Wiproand Premji, respectively,saw their market cap and net worth skyrocket.
In the meanwhile, Wipro and its leadership gathered global acclaim for the high-
quality talent hired and the exceptional training opportunities they provided.
There is no denying that Wipro is no Infosys or HCL, but Premji’s leadership is
notonlyabout howbig he made Wipro.As he steps down as Wipro’s chairman—he
will take on a non-executive role on the board—the story of his leadership must
also recount what else he did along the way and how. Placing the right bets at the
right time earned Premji an enviable personal fortune, but there has never been
even an of extravagance in his life within or outside Wipro’s boardroom. Recog-
nised for his modesty and high ethical conduct as a business person—something
that can’tbe said of all his peers in corporate India—Premji’s defininglegacywill be
his philanthropy. Having established the Azim Premji Foundation,a non-profit,in
2001, he hasalready pledged $21 billion of his personal wealth as part of the Giv-
ing Pledge which has seen the likes of Warren Buffet and Bill Gates donate signifi-
cant parts of their wealth for work on bettering the future of the planet. With the
Foundation, Premji had intended to improve the quality of elementary education
in rural India. The Foundation has now helped tens of thousands of schools in the
country access computer-aided education. It also sponsors the Azim Premji Uni-
versity thatis focussed on academicwork that can help uplift the oppressed classes.
While manybusiness leaders,from India and elsewhere, have committed to giv-
ingaway large portions of theirwealth, Premji remains a singular donor. Even when,
in March thisyear,hebequeathed a fresh chunk to the Premji Foundation, the Indian
Philanthropy Report,brought out by Bain and Company, noted that excluding Pre-
mji’s donations, large-ticket donations by India Inc had fallen 4% since 2014 even
though the proportion of those with a net-worth of over $50 million had grown by
12%.Aspotless reputation of leadership and giving aside, Premji has also challenged
the paradigm on inheritance. His son, Rishad Premji, succeeds him as Wipro’s exec-
utive chairman, but Premji senior largely leaves the latter to create his own wealth.

Be careful with GST arrests

Curbing evasion a must, but need to check tax terror

T ¥1.14 LAKH CRORE for March 2019, GST collections for the month
were 10% higher than those a year ago, and the highest since India
started collecting this taxin July 2017.To that extent,we have a rosy pic-
ture of GST collections being on a firmer footing as more and more firms
are getting GST-compliant. Yet, if the picture were so idyllic, there wouldn’t be a
shortfall of 1 lakh crore in central GST collections alone in FY19. Indeed, there
could be a large shortfall in FY20 GST also, if the March 2019 collections aren’t
replicated or even increased over the next 11 months.While it is theoretically pos-
sible that future tax rates will at least equal this, it remains true that GST collec-
tionsare usually higher at the end of each quarter—smaller firms file their returns
every quarter—and alsoat the end of the financial year; theimpact for March 2019
was even higherbecause that was also thelast month to claim tax credits for FY18.

Should therebealarge shortfallin FY20,it will be because of the fairly large tax
evasion that continues to take place, possibly also because invoice-matching con-
tinues to be in abeyance; a combination of the hardware system not being fully
ready and the government not being too keen to upset taxpayers before the elec-
tion was the main reason for this.Indeed,while GST collections rose by just 9% in
July 2018 to March 2019 over the same period a year ago, nominal GDP rose by
11.5%.And this is despite the fact that, over the same period, the number of tax-
filers rose by as much as 249%. Given this points to fairly large-scale tax evasion,
itis not surprising that the government has approached the Supreme Court ask-
ing for permission to arrest people for GST evasion, provided there is enough proof
of this.While itis not clearhow SCwill rule on this,in arelated case,the Telangana
High Court had held thata person canbe arrested in case the authorities felt there
was tax evasion,and when this ruling was challenged before the Supreme Court,
it was upheld.

The power of arrest, however, needs to be used with great care since it can just
as easilybecome a source of corruption as well as tax terrorism; given the possibil-
ity of arrest, most are likely to paywhat the taxman wants and then go into appeal.
So, while various tax departments have, in the past, laid out principles for such
arrest,and the arrest can also only be ordered by very senior officials, the review
process needs to be more stringent and should involve tax professionals who do
notworkwith the government.Indeed,apart from keepinga 24x7 watch over such
cases, the tax department must examine the rationale given for arrests and also
keep in mind the success of the tax demands made; if most tax demands fail to
stand the scrutiny of the judicial process, then using the power of arrest only adds
to tax terror.

DyingBUSTARD

The lack of action by states has now brought the Great
Indian Bustard to the verge of extinction

HE GREAT INDIAN Bustard (GIB) is on the verge of being declared func-

tionally extinct—its numbers have now dwindled tojust 150, falling by

100 since 2011.The GIB,at present, is native to just two Indian states,

Rajasthan and Gujarat—in Gujarat, the last surviving sub-adult male
flew away this year, which means a complete collapse of the bird’s feeble pres-
enceinthe stateisimminent.The Thar Desert and the grasslands had been home
to these birds for years now. However, a lack of political will on the part of the
states’administration,and development projects like windmills and powerlines
have caused the avian species to teeter on the edge of extinction. The Centre’s
push to conserve the bird came only after the International Union for Conserva-
tion of Nature (IUCN) categorised the bird as “critically endangered”in July 2013.
But, the conservation efforts never took off and development is proving to be the
last straw.

No efforts have been made to conserve the grasslands—the natural habitat of
GIBs—nor has there been an effort to put the power transmission lines under-
ground to prevent bird-collision. Flying into power transmission lines and wind-
millsisamajorfactorbehind the bustard’s decline. Ex situ conservation toincrease
the numbers of the endangered species has been attempted and the tips of the
blades of wind turbines have been coloured to make them visible to the birds at
night; but thereisagreat deal of uncertainty over the results of such efforts. Another
issue, to which there is no easy solution in sight, is the fact that farmers have suc-
cessfully caused locust infestations to crash—and locusts and grasshoppers are an
essential part of thebustard’s diet.Also,manybird-deaths have occurred due to the
bustards eating locusts killed by pesticides. With one of the fastest mass extinc-
tionsinthe history of the planet underway,the bustard facesa slim chance against
the march of agriculture and development.
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“When governments permit counter-

feiting or copying of American products, it

is stealing our future, and it is no longer
freetrade.”

O SAID THE US President

Ronald Reagan, comment-

ing on Japan after the Plaza

Accord was concluded in

September 1985. Today

resembles,in manyrespects,aremake of

this 1980s movie,butwithareality-tele-

vision star replacing a Hollywood film

star in the presidential leading role-and

with anewvillain in place of Japan.

Back in the 1980s, Japan was por-
trayed asAmerica’s greatest economic
threat-not only because of allegations
of intellectual property theft but also
because of concerns about currency
manipulation, state-sponsored indus-
trial policy,a hollowing out of US man-
ufacturing, and an outsize bilateral
trade deficit. In its standoff with the
US, Japan ultimately blinked, but it
paid a steep price for doing so—nearly
three"lost" decades of economic stag-
nation and deflation. Today, the same
plot features China.

Notwithstanding both countries’
objectionable mercantilism, Japan and
Chinahave something else in common:
They became victims of America’s
unfortunate habit of making others the
scapegoat for its own economic prob-
lems. Like Japan bashing in the 1980s,
China bashing today is an outgrowth of
America’sincreasinglyinsidious macro-
economic imbalances. In both cases, a
dramatic shortfall in US domestic sav-
ings spawned large current-accountand
trade deficits, setting the stage for bat-
tles, 30 years apart, with Asia’s two eco-
nomic giants.

When Reagan took office in January
1981,thenetdomesticsavingrate stood
at 7.8% of national income,and the cur-
rent account was basically balanced.
Within two and a half years, courtesy of
Reagan’s wildly popular tax cuts, the
domestic saving rate had plunged to
3.7%,and the current account and the

TRADE WARS

JAPAN AND CHINA BOTH BECAME VICTIMS OF AMERICA'S UNFORTUNATE HABIT
OF MAKING OTHERS THE SCAPEGOAT FOR ITS OVWN ECONOMIC PROBLEMS

Japan then,
China now
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merchandise trade balances swunginto
perpetual deficit. In this important
respect, America’s so-called trade prob-
lem was very much of its own making.

Yet the Reagan administration was
in denial. There was little or no appre-
ciation of the linkbetween saving and
trade imbalances. Instead, the blame
was pinned on Japan, which
accounted for 42% of US goods trade
deficits in the first half of the 1980s.
Japanbashing then took on alife of its
own, with a wide range of grievances
overunfairandillegal trade practices.
Leading the charge, back then,was a
young Deputy US Trade Representa-
tive named Robert Lighthizer.

Fast-forward some 30 years and the
similarities are painfully evident. Unlike
Reagan, President Donald Trump did not
inherit a US economy with an ample
reservoir of savings. When Trump took
officein January 2017,the net domestic
saving rate was just 3%, well below half
the rate at the onset of the Reagan era.
But, like his predecessor,whowaxed elo-
quently of a new "morning in America,"
Trump also opted for large tax cuts-this
time to"make America great again.”

Theresultwasapredictablewidening
of the federalbudget deficit,which more
than offset the cyclical surge in private
saving that normally accompanies a
maturing economic expansion. As a
result,the netdomesticsavingrateactu-
ally edged down to 2.8% of national
income by late 2018, keeping America’s
international balances deep in the red-
with the currentaccountdeficitat 2.6%
of GDPand the merchandisetradegapat
4.5%inlate 2018.

And that’swhere Chinaassumesthe
role that Japan played in the 1980s.0n
the surface, the threat seems direr.
After all, China accounted for 48% of
the US merchandise trade deficit in
2018, compared to Japan’s 42% share
in the first half of the 1980s. But the
comparison is distorted
by global supply chains,
which basically didn’t
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the Japan trade battles of the 1980s,
to lead the charge against China.
Unfortunately, Lighthizer seems as
clueless about the macro argument
today as he was back then.

In both episodes, the US was in
denial,bordering on delusion. Basking
in the warm glow of untested supply-
side economics—especially the theory
that tax cutswould be self-financing—
the Reagan administration failed to
appreciate the links between mount-
ing budget and trade deficits. Today,
the seductive power of low interest
rates, coupled with the latest strain of
voodoo economics—modern mone-
tary theory—is equallyalluring for the
Trump administration
and a bipartisan consen-
sus of China bashers in

exist in the 1980s. Data Like the Japan the US Congress.

from the OECD and the bashing of the The tough macroeco-

World Trade Organiza- 1980s, today's nomicconstraints facinga

tion suggest that about ' . saving-short US econom
=S outbreak of China = Y

35-40% of the bilateral
US-China trade deficit
reflectsinputs made out-
side of China,but assem-
bled and shipped to the
US from China. That

bashing has been
conveniently
excised from

America's broader

are ignored for good rea-
son: thereisno US political
constituency for reducing
trade deficits by cutting
budget deficits and
thereby boosting domes-

means the made-in- macroeconomic tic saving. America wants
China portion of today’s context to have its cake and eat it,
US trade deficit is actu- with a health-care system
ally smaller than Japan’s  —————————————  that swallows 18% of its
share of the 1980s. GDP, defense spending that

Like the Japan bashing of the 1980s,
today’s outbreak of China bashing has
been conveniently excised from Amer-
ica’s broader macroeconomic context.
Thatisaserious mistake.Without rais-
ing the national savings—highly
unlikely under the current US budget
trajectory—tradewill simplybe shifted
away from China to America’s other
trading partners.With this trade diver-
sion likely to migrate to higher-cost
platforms around the world,American
consumers will be hit with the func-
tional equivalent of a tax hike.

Ironically, Trump has summoned
the same Robert Lighthizer,veteran of

Regional elections boost RCEP

Many quarters are heaving
sighs of relief as leaders
familiar with each other have
retained power; a great
impetus for RCEP prospects

THE LASTTHREE months have been an
electorally active period for the Asia-
Pacific. Several major countries of the
region have had elections for their top
offices.Theverdictsfromall havebeenin
favour of the incumbent parties and
their top leaders. This has important
implications for progress on major
regionalinitiatives,such as the Regional
Comprehensive Economic Partnership
(RCEP). There are also implications on
how countries from the region might
develop strategies for addressing the
increasingly adverse impacts of the US-
Chinatradewar.

General elections were held in Thai-
land,Indonesia,India,and Australia,and
mid-term elections were held in Philip-
pines,during March-May 2019.Despite
a reasonably good performance by the
opposition, the Thai election results fell
short of a decisive mandate.Subsequent
events point toacoalition backed by the
military being the front-runner for
assuming office.The situation would be
broadly similar to what has been pre-
vailingin Thailand forthelast fiveyears.
The Indonesian Presidential election
was almost as intense and bitterly
foughtasthe Parliamentaryelectionsin
India.The preliminaryresultswere chal-
lenged and disputed. Nearly a month
afterthe elections,incumbent President
JokoWidodo, or Jokowi,was announced
thewinnerbythe General Election Com-
mission.This gives Jokowia second five-
year term in office in the world’s third
largest democracy. The long and gru-
ellingIndian electionsreturned incum-
bent Prime Minister Modi and the BJP-
led NDA to power with a comfortable
majority. The margin of the BJP victory
tookmanypolitical analystsbysurprise.
But this surprise element was nothing
compared with that produced by the
Australian electionresults.Inan election
widely described as ‘unloseable’ for the
opposition Labour Party, incumbent
Prime Minister Scott Morrison’s liberal-
national coalition was returned to office
against all expectations. Finally, mid-

term elections for the Philippine Senate
confirmed the authority of incumbent
President Rodrigo Duterte.

As leaders’ familiar with each other
come back to continue the business in
the highest offices of their respective
countries, many quarters are heaving
sighs of relief. The most pressing com-
mitment for the region is conclusion of
the RCEP.After more than sevenyears of
negotiations, RCEP is at an advanced
stage with several chapters of the deal
finalised. There were anxieties over the
fate of RCEPgiven theelectionsin five of
its member countries. If, somehow, the
electionshadled tonewpartiesandlead-
ersingovernments, the possibility of the
new political choices
reviewing country posi-
tions on RCEP couldn’t
have been overlooked.
That might have led to
introduction of new
country postures going
against thetrend of ongo-
ingnegotiations.Previous
trade negotiation experi-
ences show new govern-
ments have occasionally
overturned what their
predecessors had agreed
to. This risk for RCEP has
been avoided. It is now possible to visu-
alise conclusion of negotiationsifthe 16
member countries can arrive at consen-
sus on some pending issues,such as ser-
vices, investment and treatment of e-
commerce. The current state of
negotiations indicates achieving con-
sensus is now contingent upon political
commitment of the members to RCEP.
Continuity of leaders can help in sus-
taining the political commitment. The
RCEP cannot afford to be prolonged for
much longer as businesses in the region
are eagerlyawaitingitsimplementation.

The comeback of the old guardisalso
significant given that most countries in
the region are working on addressing
implications of the US-China trade war.
Anewround of tariff escalation between
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The current state
of negotiations
indicates achieving
consensus is now
contingent upon
political
commitment of the
members to RCEP

the two countries means greater pushon
relocation of regional supply chains.
Prior to that, regional producers con-
tributing intermediate products at dif-
ferent parts of the supply chains need to
factor in the overall decline in global
trade following the trade war. Tariff dis-
ruptions have been majorly responsible
for global trade growth declining from
4.6 per cent in 2017 to 3.0 per cent in
2018 with the possibility of further
declinein 2019.Largeassemblers of final
products are actively searching options
for shifting bases out of the US or China
to avoid tariffs on each other’s exports.
Such relocation involves major logistic
challenges. Regional businesses, while
preparing for these shifts,
arealso gearing up fortrad-
ing in an environment
where trade prospects need
tobereassessed outside the
ambit ofthe US-Chinatrade
relations. The role of the
RCEPisvitalin this regard.
Coordinated regional
responsesarenotlimited to
the trade war. They are also
important given push-back
in market access prefer-
ences. India has just been
taken off the US GSP pro-
gramme. Indonesia and Thailand are
being reviewed for continuation of their
eligibilities. Chances of GSP benefits
being withdrawn from both are signifi-
cantwith the USbeginning to take away
preferential market access from more
and more of the larger developing mid-
dle-income countries. This makes it
imperative for these countries to come
togetherforbuildingnewblocks of pref-
erential market access, such as within
RCEP.As mentioned earlier, this is not
possible without the manifestation of a
collective political will. The regional elec-
tion results, hopefully, will provide the
finaland decisiveimpetusthat RCEPand
regional trade have been waiting for.
amitendu@gmail.com

exceeds the combined sum of the
world’s next seven largest military bud-
gets,and tax cuts thathave reduced fed-
eral government revenue to 16.5% of
GDP, well below the 17.4% average of
the past 50 years.

This remake of an old movie is dis-
concerting, to say the least. Once
again, the US has found it far easier to
bash others-Japan then, China now-
than to live within its means. This
time,however,the movie might havea
very different ending.

Copyright: Project Syndicate, 2019
www.project-syndicate.org

LETTERS TO

THE EDITOR

Dhoni’s glove row

The familiar idiom is ‘wearing your
patriotism on your sleeve'. On a
lighter note, M.S.Dhoni wears
patriotism on his wicket-keeping
gloves. This is not to undervalue his
boundless love for the country and
the services in any manner. The
ICC's diktat to the famed cricketer
to remove the army insignia
sported by him during the India-
South Africa match has caused a
furore in India. The clamour for BCCI
to flex its muscles to force the ICC
to reverse its decision is growing
louder. It is hardly surprising it is
made an emotional issue in the
present time when nationalist
sentiment is running high. By the
way, while the controversy over the
insignia is blown up, far weightier
issues like water crisis and
economic slowdown are relegated
to the background. We are all his
big fans does not necessarily mean
that we don't have the option of
disagreeing with (or disapproving
of) all that he does and saying that
he should go by the rule book. The
rule clearly states that no other
logo other than a manufacturer's is
allowed on equipment and clothing
while playing ICC matches. All
those who see nothing wrong in
Dhoni sporting the insignia can say
in justification is that it is not a
commercial endorsement. While it
is true that Dhoni is an Honourary
Lieutenant Colonel in the Territorial
Army, he is not in the playing field in
that capacity, but as an
international cricket player. An
internationalist - a player who takes
part in a sports competition against
another country - is supposed to
promote internationalism. It cannot
be said that the display of Balidaan
badge embossed with a regimental
dagger serves this purpose. We
need to act for the permeation of a
spirit of goodwill in international
relations. Sportspersons should
continue to play the vital role of
uniting all nations by a sense of
common humanity even while
achieving national glory for their
nations.

— G David Milton, Maruthancode
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Indo-Pacific is ‘priority theatre’ for the US

HE SHANGRI-LA DIALOGUE
2019, hosted by the Interna-
tional Institute for Strategic
Studies,was the 18th Asia Secu-
rity Summit that brought
together defence ministers and top-
ranking military personnel of 30-odd
countries,including the US and China,in
Singapore. Seen as an American-centric
meet where the US announces its secu-
rity policy for the region, the US stoked
anticipation saying that it would unveil
anewvision for the Indo-Pacific.

The meet came in the midst of the
ongoing Sino-US trade war and was a
highly anticipated event, given the par-
ticipation of both the (acting) US Secre-
tary of Defense Patrick Shanahan and
China’s defence minister General Wei
Fenghe. In fact, for the first time, China
sent its defence minister to the meet.

This set the stage for, if not the “clash
of civilisations,” as the US State Depart-
ment’s director of policy planning Kiron
Skinner famously said a few weeks ago,
then surelyrestating the powerequation
between an established power, the US,
and a rising, resurgent and somewhat
recalcitrant China.

Much of what the US unveiled at the
Shangri-La Dialogue was neitherrandom
nor surprising. If anything, it was in line
with the recent tenor of the American
policy towards China. The National
Defense Strategy (2018) honed the idea
of China as a ‘strategic competitor’, a
‘revisionist power’ and ‘authoritarian
actor’ (along with Russia), and signalled
the US’s commitment to‘compete,deter
and win’ in the complex environment.
This was also in tune with the Asia Reas-
surance Initiative Act (ARIA, 2018)
geared to promote US interests in the
Indo-Pacific.

The newvision,marked by clarityand
simplicity, reiterates that the US is a
Pacific power,aresident Asian power,and
that the US ‘pivot’is here in Asia to stay—
with the Indo-Pacific identified as the
‘priority theatre’ of the American strat-
egy.According to the Indo-Pacific Strat-
egy Report (2019),seven of the 10 largest
standing armies are in the region, as are
six nuclear powers; the region also hosts
nine of the 10 busiest ports, US foreign
direct investment is $1.3 trillion, and
two-way trade is §2.3 trillion. The Indo-
Pacific accounts for 60% of global GDP.

Inaddition tobeing identified as ‘pri-
ority theatre’, the critical bottom line of
the US vision was the reaffirmation of
the Indo-Pacific as Free and Open Indo-
Pacific (FOIP).This had been announced
earlier, in 2017, by President Donald

The new American vision, marked by clarity and simplicity, reiterates that the US is a Pacific power, a
resident Asian power, and that the US ‘pivot’is here in Asia to stay—with the Indo-Pacific identified as
the ‘priority theatre’ of the American strategy

Trump at the Asia-Pacific Economic
Cooperation summit (APEC) in Vietnam.
By reaffirming FOIP and spelling out
that it is inclusive, embracive ‘shared
security order’ based on a ‘rules-based
international order’,the US emphasised
rules and norms that are global, univer-
sally-accepted and not American (nor
Chinese) in spirit.

The US stressed respect for sovereignty
and independence, and adherence to
international rules and norms including
the freedom of navigation and overflight
andresolution of disputes through peace-
ful means. With simmering disputes in
Northeast Asia, South China Sea, East
China Sea and critical shipping routes at
stake,Shanahan said,“No one nation can—
or should—dominate the Indo-Pacific,’—
an oblique reference to China?

Shanahan’s speech called out actors
in Asia that “undermine the system by
using indirect, incremental actions and

VISWANATH
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rhetorical devices to exploit others eco-
nomicallyand diplomatically,and coerce
them militarily” with a new “toolkit of
coercion.”This toolkit of coercion implies
contentious and controversial actions
that include deploying weapons in dis-
puted areas, interfering in domestic pol-
itics of other nations, ‘predatory eco-
nomics’and theft of intellectual property
right—all of which make it easy to guess
who the actoris.

One of the important components of
the new strategy is the $60-billion Bet-
ter Utilization of Investments Leading to

Development Act (BUILD Act), passed by
the Senateand the House of Representa-
tives (in 2018). This will create a new US
development agency, the US Interna-
tional Development Finance Corpora-
tion (USIDFC). This is likely to unleash
investments in the low and middle
economies of Asia under the rubric of
‘Strengthen Alliances and Attract New
Partners’,as the National Defense Strat-
egy (2018) mentioned.

The Indo-Pacific Strategy Report
(2019) came on the heels of Shana-
han’s speech. The report, ‘Prepared-

ILLUSTRATION: ROHNIT PHORE

ness, Partnerships, And Promoting A
Networked Region’, reiterated and
emphasised the “Inter-state strategic
competition, defined by geopolitical
rivalry between free and repressive
world order visions” as the primary
concern for US national security.

Clearly, the overall US strategy goes
beyond protecting immediate US inter-
ests,butrather hasitseyeson the future.
Pre-emptive and preventive, it consoli-
dates and concretises the US as a formi-
dable bulwark against competition and
contestin the region.

In all this,the USis trying hard not to
comeacrossasa‘global policeman’,butit
turns out this is hard sell. In the last few
decades, the American policy has been
conveniently negotiating Asia (including
India) with blinkers on. In China, it has
brushed aside an ‘inconvenient truth’or
two such as human rights (remember
Tiananmen, 1989, or China’sban on aca-

demics such as Perry Link, Andrew
Nathan and others who worked on con-
troversial subjects in China?). Hundreds
of cases of self-immolation in the Tibetan
region of China in the mid-2000s and
destruction of large-scale monasteries
haven’t mattered either. Neither has state
persecution in Xinjiang. But these were
the times of economic bonhomie.

The US as a ‘global policeman’ comes
without free lunch. For the region, the
stoic reminders are pages from the Viet-
nam War (1955-75) writ with the tragic
episode of Agent Orange—the herbicide
used by the US Army to decimate forest
cover decimated people instead. The
American actions have been suspect in
Cambodia, too, where the Khmer Rouge
killed more than a million people in the
1970s.Beyond the region, the recent dis-
appearance of journalist Jamal
Khashoggi is a reminder of the US turn-
ing a blind eye—when it wants to.

The Indo-Pacific has much to thank
China for. Not just manufacturing
prowess (that has come at a huge envi-
ronmental and human cost to China) and
trade,but also forstirringwatersin away
that neither Japan nor South Korea could
doordid.

To take one example,China’s Beltand
Road Initiative (2013) indirectly spurred
the BUILD Act and the Japanese initia-
tives of Asia-Africa Growth Corridor
(AAGC, 2017) and Partnership for Qual-
ity Infrastructure (PQLL 2015).

China,with $60 billion for the China-
Pakistan Economic Corridor (CPEC),
$930 million (in investments) to the
Philippines (2018), $50 billion to Africa
(the Forum on China-Africa Cooperation
in September 2018) and foreign aid to
Africa leaning more towards grants and
interest-freeloans,hasreinvented‘aid’as
aformidable soft power tool.

For the countries of the Indo-Pacific,
the question is: Who is the greater dan-
ger, or the greater evil? As alignments,
networks and partnerships show, the
writing is emerging on the wall.

There is global consensus that China
prematurely departed from the dictum
‘bideits time’before its time. But the Chi-
nese are masters of pragmatism and
know when to advance and when to
retreat—justas SunTzu’s ‘The Art of War’
describes.This pragmatism showed upin
General Wei’s Q&A session during the
Shangri-La Dialogue where he indicated
that “China is the biggest developing
country...and does notwant tovie for the
number one position,” suggesting intro-
spection and the possibility of a retreat
to China ‘biding its time’.

DATA DRIVE

Paring tax targets

IVEN THAT OVERALL tax collections grew just
G 8.4% year-on-yearin FY18 as compared to the

18.4% budgeted, later revised to 17.2%, the
government will have to tone down the tax revenue
target for this financial year. A sputtering economy—GDP
growth has slipped to a 20-quarterlow of 5.8% in
January-March 2019—cannot generate 23% growth in
gross tax revenue as targeted in the Interim Budget, ora

349 growth in personal income tax.

The provisional estimates for FY19 show a shortfall of
%1.7lakh crore from the revised estimates, with personal
income taxes and GST collections contributing to most of
the shortfall. The government will have to pare the tax
targets in line with the nominal GDP growth level, which

may increase the fiscal deficit.

In order to meet the fiscal deficit target of 3.4% in
FY19,the government reduced the total expenditure by
%1.5 lakh crore from the revised estimates, of which
revenue expenditure was slashed by ¥1.3 lakh crore. Most
of revenue expenditure trimming was on account of
lower food subsidy bill. The government will have to
resort to higher disinvestment and telecom spectrum
auction in order to mop up more funds for spending.

Tax collections fall short

% chg, y-o-y
18.4 17.2
8.4
FY19 FY19 FY19
BE RE actual
' Total tax

Highest tax rate kicks in early

Taxable income in ¥; Tax rate in %

50,000 |

22.7
FY20 FY19

target BE

2000-01 50,001 -60,000 60,001 -1,50,000 Over 1,50,000
2005-06 100,000 1,00,001-1,50,000 = 1,50,001 -2,50,000 Over 2,50,000
2007-08 110,000 | 1,10,001-1,50,000 = 1,50,001 -2,50,000 Over 2,50,000
2008-09 150,000 1,50,001-3,00,000 = 3,00,001 -5,00,000 Over 5,00,000
2009-10 160,000 | 1,60,001-3,00,000 = 3,00,001 -5,00,000 Over 5,00,000
2011-12 180,000 1,80,001-5,00,000 = 5,00,001 -8,00,000 Over 8,00,000
2012-13 200,000 | 2,00,001 -5,00,000 | 5,00,001-10,00,000 = Over 10,00,000
2014-15  2,50,000 2,50,001 - 5,00,000 = 5,00,001-10,00,000 | Over 10,00,0010
2017-18  2,50,000 9,50,001 - 5,00,000 | 5,00,001-10,00,000 @ Over 10,00,000

Source: Budget documents, CSO, Income Tax department, CGA
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Corporation tax

Tax buoyancy drops to
a 9-year low
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' Income tax |

Total expenditure cut by ¥1.5 lakh crore in FY19
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3,00,441

T ey

Budgeted

Revised estimates

3,16,623
3,02,959

Actual

Tax-to-GDP ratio, too,
slips in FY19
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FY13 |
FY14 |
FY15 |
FY16

FY17 |
FY18 |
FY19

45.5

31.4

30.9

FY19 FY19
RE actual

GST*

*Growth relative to FY19 actuals

FY20
target

Most tax returns come from income up to 2.5 lakh

Taxable income in ¥; Tax rate in %

m Sum of salary income (Z cr)

Up to 2.5 lakh 3,06,24,673 63,558 .

2.5 to 5 lakh 79 56 997 301,205 [

5 to 10 lakh 80,51,310 5,54,700 _
10 to 50 lakh 30,96,823 51721 [
50 to 1 crore 97,120 | | 65,885 .

Above 1 crore 41,457 91,878 -

Total 4,98,68,380 | | 15,94,487
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