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Decision-making
takes a big hit

Only the fear of CAG/CBI/CVC can explain why telecom panel
okayed a ¥3,050-cr penalty after it asked Trai to cut this

S THE NARENDRA MODI-government,so earlyin its second term, falling victim to pol-
icy-paralysis due to the inability to take decisions? It is difficult to come toa firm con-
clusion,but certainly the Digital Communications Commission (DCC)—its members
include the telecom, industry and finance secretaries along with the CEO of Niti
Aayog—decision torubber-stamp Trai’s original 3,050 crore penalty recommendation on
Airtel,Vodafone and Idea (AVI) suggests this maybe the case since,just last month, DCCwas
of theviewthat the penaltywaswaytoohigh and asked Trai toreduceit toanominalamount.

Given Trai doesn’t have the powers to levy fines,and that its recommendation—based
on a complaint by RJio—was suo motu, the DCC was well within its rights to reject Trai’s
recommendation or to impose a dramatically lower fine; indeed, DCC even told Trai that,
given the precarious health of the industry, a token fine was really the best. If the DCC
didn’t do this once Trai refused to lower its fine-recommendation, the only plausible rea-
sonis thatit feared lowering the fine could open it to scrutiny by CBI, CVC,or the CAG; the
matter, it is true, will now be decided by the courts, but if every decision has to be ratified
by the courts, policy-making will suffer a huge setback.

Lowering the Trai penalty,as this newspaper has argued earlier,also made sense since
the telecom regulator has not distinguished itself in the past; not only has bad decision-
making by it ensured India’s spectrum prices went through the roof (biz.ly/30Thy4H), it
hasevenbeen pulled by the Supreme Courtand the Telecom Dispute Settlement and Appel-
late Tribunal (bit.ly/2yc2bIm) for being arbitrary and unreasonable. While DCC has asked
Trai to explain its recommendations on spectrum pricing in the past, this newspaper has
shown the lack of logic, inconsistencies and mathe-
matical fallacies in Trai’s approach.

Norwas,in this particular case, the evidence against
AVI crystal clear. For one, RJio wanted points of inter-
connection (Pol) that, AVI argued, were far in excess of
what anyone wanted in the past; they said that RJio’s : o
freeserviceswereillegal and,because of this,it was get- reject Tral's pen.a Ity
ting millions of subscribers which, in turn, hiked the recommendation
need for more Pols.AVI raised all these issues, includ- even after it asked for
ing that of predatory pricing, but got no answer from 3 lower fine to be put,
the gove.rr‘lment.-Desplt.e this, they gave t‘he Polswithin what signal does that
the specified period, evidence of which is the fact that S
Trai later came out with a consultation paper on give in te:r.ms of the
whetherthe 90-daysallowed forPolswastoolong!Even ~ 9OVt's @ bility to take
the Bombay High Court commented on the termsand tough decisions?
obligations for granting Pols not being very clear.

If a body packed with as many top bureaucrats as
the DCC can’t take a decision that it wanted to take,
howwill the government take other decisions that have been pending for over five years?
Evenbefore RJio disrupted the market, telcoswere in deep trouble since the government
was taking away 11-13% of their top-line in the form of license/spectrum levies while,
at the same time, charging them astronomical amounts for spectrum; Trai’s recom-
mended reserve price for 5G spectrum, for instance, is effectively 54 times that in Ger-
many. The high annual levies were charged when spectrum was given almost free, but
should have been made near zerowhen the spectrum was market-priced.It is difficult to
see that call being taken now, given how DCC ducked even a simple decision.

What contributes to the delay in the government slashing annual levies is the view,
also expressed recently in a newspaper article, that while Airtel’s debt is primarily related
toits expensive acquisition of Zain for $10.7 billion in 2010, Vodafone’s debt is related to
its expensive purchase of Hutch’s India operations; indeed, the logic goes, RJio has a debt
of justaround 70,000 crore and started making profits within just two years of launch.
Whileitistruethe Zainacquisition didn’twork out,less thana third of Airtel’s current debt
isduetotheAfricaacquisition;in the case of Vodafone, the cost of acquiring the India assets
areonthe parent’sbalance sheet,not on the Indiabalance sheet.And a Kotak Institutional
Equities analysis put RJio’s real debt at ¥216,300 crore some months ago; even if you
reduce the debt offloaded via the recent deals the firm concluded, the net debt should still
bearound ¥145,000 crore.In otherwords, the industryis in dire shape.

Inthe case of sectorslike oiland gas—or mining for that matter—where import depen-
dencehasbeenrising despite the PM’s targets forlowering it, the key to fixing this is allow-
ing firms marketing freedom; once they get higher prices,and more profits, theywill invest
more.While the government has allowed more marketing/pricing freedom, the decision
pertains to just new finds while the bulk of production comes from old discoveries; the
government knows that higher prices should applyto existing finds aswell if more invest-
ment is tobe made, but taking that decision can mean potential queries from CBI/CVC/CAG
... Ditto in the case of the non-oil minerals—these account for a fourth of India’s import
bill—where Indian levies are 2-3 times as high as those internationally.

The short point is that, if investment is to revive, the government has to take deci-
sions which will seem to favour a class of investors. Not taking decisions and palming
them off on to courts (as in the case of the promised repeal of the UPA’s retrospective tax)
oreven reversing policies (as happened in ecommerce after Wal-Mart bought Flipkart for
$16bn) is going to drive investors away; that is why investment levels have fallen from
34.3% of GDPin FY12 to 28.6% in FY18 and, within this, FDI from 2.5% to 2.3%.

If a body manned by
top secretaries can't

InnovativelNDIA

A better showing in the innovation index is great,
but India must do more

HE FACTTHAT Indiarosefive placesin the Global Innovation Indexin 2019

over 2018 is heartening. Innovation in India has thrived on the back of a

largetalent poolin STEM subjects, increased investment in the Indianinno-

vation ecosystem by MNCs such as GE, IBM, etc, a jump in international
patent applications filed—India saw the sharpest rise globally, as per filings with the
World Intellectual Property Organization (WIPO), in 2018 —top-notch institutesand
itsphenomenalstrength in ICT. The scale of the domestic marketand the GDP-growth
per worker have been important drivers of India’s improved showing.

But, while India was one of the eight countries that received 82% of the private
investment in innovation in 2017, its share has increased less sharply than that of
other Asian nations. Moreover, while our top-rung universities and institutes (IITs
Delhi & Mumbai, I1Sc) do well regionally, they have consistently remained out of the
global top-100. Although the STEM talent poolin India is large, a large section of this
pool may not be of high-quality. Moreover, the GER at the tertiary education level in
India is a low 26% meaning, a vast reserve of potential research talent is lost. Thus,
while India is within touching distance of breaking into the top-50 innovator countries
in the world, it is still quite far from a China, which filed, for instance, 53,345 patent
applicationswith the WIPOin 2018 versusIndia’s 2,013.Indiaisan odd juxtaposition
of stellar successes like the Chandrayaan and digital payments and alarge number of
unemployable engineering graduatesandinstitutes thathave virtuallynoautonomy.
Thegovernmentistrying tochange this picture, foremost through therecommenda-
tions of the draft National Education Policy. The need, now, is to reform a host of sec-
tors to make sure India breaks into the top-20 soon.

: Upinion

RITAIN'S NEW PRIME
minister, Boris Johnson,
won the job promising to
do something Europe’s
leaders have long refused
to allow: renegotiate the Brexit with-
drawal agreement.The EU should think
again—not to help Johnson, but for
strictly selfish reasons.

The constant sticking point in the
Brexit sagahasbeentheso-called back-
stop—the plantoavoid newborderinfra-
structure between Ireland, which will
remain part of the EU,and Northern Ire-
land,which won’t.This ties the UKintoa
customs unionwith the EUand requires
compliance with much of Europe’s sin-
gle-market regulation.Itwould beakind
of second-class membership,with nosay
in the rules,and no exit clause. The UK
can devise alternative border arrange-
ments, but Europe gets to decide
whether they suffice,and Britain can’t
quit the arrangement unilaterally.

You can seewhy Brexiteersare unim-
pressed. Opposition to this part of the
Brexit deal is the main reason Theresa
May’s government failed, three times, to
gettheagreement through parliament.
Itiswhy Johnsonis nowin charge.Amid
the current political chaos,rule nothing
out—but the chance that the deal as it
stands can be revived in the next 100
days (the Brexit deadline is October 31)
and might pass at a fourth attempt
seems vanishingly small.

Other possibilities are much more
likely—a deliberate no-deal Brexit of the
kind Johnson has promised as a last
resort, an accidental no-deal Brexit if
Brexiteersand Remainersin Parliament
continue fighting each othertoastand-
still, a second referendum, a general
election—even, conceivably, unilateral
revocation of the decision to quit the
union. Here’s the thing: All of these pos-
sibilitiesareworse forthe EU than agree-
ing to a new deal with no backstop.

A no-deal Brexit would hurt

JOHNSON'S CHOICE

IN THE CURRENT POLITICAL CHAQOS, THE CHANCE THAT THE BREXIT DEALAS IT STANDS
CAN BE REVIVED WITHIN THE NEXT 100 DAYS SEEMS VANISHINGLY SMALL

EU must give Johnson
a new Brexit deal

CROOK

Bloomberg

Britain severely,no doubt—but it would
also damage the EU’s economies at a
timewhen their prospectsaren’tbright.
Areferendum, general election or revo-
cation of the UK’s Article 50 notice to
quit would each cause further pro-
tracted delay and uncertainty, quite
likely with a constitutional crisis (or
crises) thrown in for good measure.
Again,the UKwould be the principal vic-
tim of the ongoing turmoil—but,again,
Europe would suffer collateral damage.
A Britain’s that’s half in and half out of
the EU is a paralysing distraction.

None of these alternatives offers clo-
sure, or even a foreseeable outcome.
Europe’s leaders are already sick, justi-
fiably,of the Brexit saga.And that’swhy
they should be helping to push it
toward, rather than away from, an
orderly resolution.

The form this should take is simple:
Take the backstop out of thewithdrawal
agreementandreplaceitwithan under-
taking to avoid, by whatever means,
installing physical infrastructure at the
Northern Irish border. Exactly how
much of a challenge it will be to devise
an invisible border depends on the
specifics of thelong-term trade deal that
Britain and the EU eventually strike. For-
mal negotiations on thatlong-termdeal
have barely begun, because Europe
insisted on settling the details of the exit
deal first. The withdrawal agreement
provides foratransitional period where
tradearrangements don’t change, pend-
ing agreement on the long-term deal.
The backstop issues can therefore be

tabled and dealt with later.

There are two main objections, both
seemingly accepted as self-evident
truths.In fact,both are plainlywrong.

First is the idea that this solution
would betraythe people of Ireland,north
and south of theborder,byleavingavital
question affecting their futures unre-
solved. But whether one
likes it or not, the border
issues cannot be fully
resolved until the long-
term trade deal is finished
and theexactnatureofthe
problem laid bare.

True, technological
and administrative solu-
tions will take time and
money to work out—but

UK would be the
principal victim of
the ongoing
turmoil—but,
again, Europe
would suffer
collateral damage

C2% ON UAPA AMENDMENT

Member of Parliament, Mahua Moitra

One runs a risk of being branded as anti-national if
you oppose the government. Every time the
opposition disagrees with national security, we are
called anti-national by the propaganda machinery

template—it is Brussels, not London,
that will be calling for new infrastruc-
ture on the border to curb smuggling
and protect theintegrity of the EU’s sin-
gle market. The claim that Europe’s
insistence on the backstop arises from
its overriding concern to maintain an
invisibleborderand peacein the Northis
more than alittle disingenuous.

The second objection is that Johnson
would seize on any concession as a vic-
tory—and the EU, eager to discourage
further defections, can’t allow the UK
anything that looks like success. But if
this was ever a danger, the events of the
lastthreeyears havedispelled it.Noother
member of the European Union could
look at what has happened in Britain
since the referendum
passed in 2016 and think,
“That’s thewayto go.”

The country’s politicsis
shattered. The economy
has taken a serious hit,
with more to come. Two
prime ministers have lost
their jobs. And the coun-
try’s standing in the world
seems damaged beyond

they aren’t impossible m— = repair. s that not a suffi-

and shouldn’t be dis-

missed as magical thinking. Bear in
mind that EU membersapply different
rates of value-added tax, which would
ordinarily require border checks; these
are avoided usingexchangesofinfor-
mation, registration schemes, and
behind-the-border procedures. The
challenge posed bya UK that stood out-
side the customs union and single mar-
ket would be much greater, but the
problem isn’tinsuperable.

Also, Britain and Ireland both have a
compelling security interest in main-
taining a low-friction border: A post-
Brexit Britain is most unlikely to shirk
this obligation.Bearin mind,aswell,that
inthe case of ano-deal Brexit—thealter-
native that the EU seemswilling to con-

Data protection: Putting people first

Data safety regulation is not
a barrier to India’s role as a
global destination for data
processing. Rather, it will
expand our attractiveness

NOW THAT THE election is over and we
have heard about India’s upcoming Data
Protection legislation, it’s time to recap
what we expect from this framework.
Indiais writing its data protection leg-
islation onacleanslate.Ithas theadvan-
tage of the experience of the European
Union (EU) in the creation of its General
Data Protection Regulation and the
dithering of the United States Congress
on the issue, with California taking the
lead. But, the national opportunity for
India is not to follow in any other soci-
ety’s footsteps. We have the technical
knowledge and the social commitment
to build a new pathway of our own that
will beimportant as an example to oth-
ers throughout humanity.

The last draft we sawwas a result of the
report submitted by the nine-member
expert committee headed by Justice BN
Srikrishna, titled The Personal Data Pro-
tection Bill, 2018. That draft was not
cast in stone, but what gets passed by
the Parliament will be.

We should begin by understanding that
the purpose of the legislation is not to
protect data, but to protect people. This
simple shift of focus affects the details of
drafting, for we are making a statute to
protect people, not to regulate the gen-
eral data economy. It affects the scope of
application, which must be as transna-
tional as necessary to protect every per-
son to whom digital services involving
datacollection or processingare offered,
no matterwhere in the world the data is
actually stored or how it is processed,
aggregated ormodified. Protectingpeo-
ple means concentrating attention on
the harm that can flow from data collec-
tionand retention,and providing reme-
dies against them.An architectural mis-
takes India does not want to copy from
the EU is the attempt to centre the leg-
islative design around zypes of data,
ratherthan types of harmagainstwhich
law should provide remedy.

Whatwe are making,then,is data safety
regulation, protecting not data but peo-
ple, drawing its categories from the
harms against which people should be

made safe,and the remedies for failures
of safety, not primarily legislation for
the protection of data as a basis for
industrial activity. Therefore:

m Data safety legislation should
define the harmsthat people can suffer,
against which the law’s remedies are
directed. Harms of disclosure, harms of
unpermitted aggregation or use for
impermissible inferences or discrimi-
nation, harms of facilitation of crime or
civilwrong—all should be given specific
definition and characterisation.

m In general, the principle of safety
is control—people should know when
data about them is being requested,
how that data is being processed, that
the results of aggregations and combi-
nations of their data with others data
are being returned to them, as well as
being used by others.

m In addition to rules giving people
control over their data, there should be
rules of accountabilityand safe handling.
Partiesresponsible forthe management
of personal data on a large scale should
be required to give people real-time
access to information about the use and
handling of their data—who has
requested it, what was provided, what
rulesoragreementsgovernhowitcanbe
used downstream,and howlongitcanbe
retained there. Safe storage practices
(concerning encryption to protect
againstaccidental or criminal disclosure,
and access by judicial process in India or
abroad, requiring accountability for all
disclosuresincluding disclosures to gov-
ernment) should also be defined by reg-
ulationand updated by ongoing govern-
ment administrative process.

m Remedies must be provided that
give swiftrecourse for peoplewhosedata
is harmfully disseminated or mishan-
dled.Indianlegal systemisnotorious for
the prolonged delays to decide matters,
anyrecourse cannotwork effectivelyifit
is not swift and urgent. Large-scale
processors of information should be
required to post bond or otherwise
ensure promptrecourse. Weshouldnot
expect multi-tierlitigation, following on
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administrative action, by a"data protec-
tion commission" or agency to provide
realistic remedies for injured parties
unless it has a fund for compensation
based on taxation of the affected indus-
try, similar to safety regulators in the
financial industry around the world.

m A primary goal of data safety regu-
lation should be toinform people of their
risks and available remedies. It is crucial
that the lawitself,as well as the subordi-
nate legislation to which it gives rise, be
as simple as possible. Data protection
legislationis often devised tohideall the
treesin the complexity of theforest.That
must not happen here.

m Abandon the misguided obses-
sion with data-localisation while
recognising therealities of a cloud-to-
mobile architecture.

mPenal provisions,if necessary,must
not be all non-bailable, otherwise they
wouldlead toascenariosimilartoarrests
under Section 66A of the ITAct.

Datasafetyregulationisnotabarrier
to India’s role as a global destination for
data processing.On the contrary,ourcur-
rent success in that competition for
global data service business has come
despite international customers’ con-
cernsabout unsafe Indian data practices.
Making India a global leader in data
safety will expand rather than reducing
our attractiveness in the world market.

Similarly, Indian data safety can be a
strongvalue for start-upsand innovative
smallbusinesses,which can operatewith
certaintythat theirownreputationsand
marketaccesswillnotbeundermined by
data safety crises and exposure episodes
of the kind that are now routinely expe-
rienced by companies, large and small,
around the world. Data privacy and
safety regulations protecting individu-
als are an export industry for Digital
India.Indian companiescan provideto
consumersaround theworld acommer-
cial product that guarantees compre-
hensive privacyand near-complete data
safety, unlike the American platform
companies. It’s only a matter of smart
policy and quick execution.

cient deterrent? Allowing
an orderly exit wouldn’t undo the eco-
nomicand political harm that Britain has
already inflicted on itself. Nor would it
assure Brexit’s success—assuming, of
course, that Europe’s leaders are right
that the EU confers great benefits on
its members.

Talks and refusals to talk are mat-
ters of strategy, and the best course
isn’t always obvious. In this case,
though, it is. Europe should think
again. Insisting on the backstop and
refusing to reopen the withdrawal
agreement is just plain irrational.

This column does not necessarily
reflect the opinion of the editorial board
or Bloomberg LPand its owners

LETTERS TO

THE EDITOR

Trident of initiatives

Appropos of "With consumption,
investment flagging, even a 7%
growth looks a bit of a stretch
now," datd July 25, our decade-old
middle class driven economy is
clearly getting consumption-
neutral. Given the drift in the global
economic scenario, as also in our
domestic policy environs, neither is
there an urge for investment nor for
savings due to lack of incentives.
Consumption is no longer fuelled
by the lower-income segment,
which is losing its purchasing
power, the middle one keeps away
from white goods on uncertainties
of the future and the upper strata is
waiting for billowing sail winds.
Spending does not create wealth,
production does, and that needs a
healthy pool of savings to add
wealth and jobs. An astute mix in
policy approach that channels
funds to the lower strata and
enables savings to the next, and
calibrated tax incentives for job-
creating capital, could be our
optimum way ahead. Additional
debt-fueled consumer stimulation
will make things worse.

— R Narayanan, Navi Mumbai

Karnataka crisis

After the fall of the Congress-JD(S)
government in Karnataka due to the
dirty-money/power game played
by the BJP by purchasing ruling
MLAs with huge amounts, the fact
of the matter is that no party has
the majority to form the
government, and if they form it, it
will not survive for long, making a
mess of the state in all sectors while
the people suffer. | strongly feel that
given the unstable political
situation, the Governor must
dissolve the assembly and impose
the President's rule until fresh
elections are held to enable the
people of Karnataka to choose
again. The party that then wins
must get the absolute majority to
survive for a full term and allow the
state to stabilise, progress and
develop. The only option left for
Karnataka is to have fresh elections.
— Bhagwan Thadani, on email
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India is

indeed a

‘tariff king'

There is very little by way of analytical comparison
of tariff structures that would negate the impression
of India being a high-tariff economy, at least among
the emerging market developing countries

MONG A VARIETY OF chal-

lenges that the newly-formed

governmentat the Centre can

envisage, the economic chal-

lengeis possibly going tobe at
the centre stage for quite some time. Wit-
nessing a slowdown in the economy in
terms of experiencing reduction in GDP
growth from 8.1%in March FY18t05.8%
in March FY 2019 indicates that the econ-
omy is genuinely not in good shape, and
the government hasatoughjobathand.It
is precisely because GDP is connected to
productivity, and productivity is over-
whelmingly connected to participation of
human labour and engagement. With the
slowdown in the economy, unemploy-
ment is going to turn its ugly head once
again,even though this hasbeen one of the
key pressing issues during the 2019 elec-
tion campaign.

The recent NSO report adequately
corroborates this by stating that the
unemployment rate is currently above
6%. Data suggest that half the youth in
Indiaareaged 25,0f which 19 million are
expected to be jobless by the end of
2019,according to a 2018 report by the
International Labour Organisation (ILO).
Challenges are, therefore, humongous,
and the government needs to engage
itself in serious introspection; it must
also set up awilling competent taskforce
toaddress the issues at the ground level.

Already reeling under consumption
slowdown, liquidity crisis in the non-

A balance between
fiscal prudence and
investment-driven
growth is needed

banking financial company (NBFC) sec-
tor, fall in exports and lower terms of
trade in the agricultural sector, opti-
mism around India’s economic growth
has taken some beating. With the GST
not living up to expectations and fiscal
expenditure rising amid compelling pri-
orities, the economic growth seems dif-
ficult to accelerate.

Weaker consumer demand and
slower growth in investments were
blamed for the slowdown in India’s econ-
omy. Consumption constituted about
60% of GDP (at current prices) during
2017-18and 2018-19.Adeclinein con-
sumption indicates that the demand has
dried up and needs to be revived imme-
diately. It is in this context that raising

KANUNGO
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HE FLOW OF BAD BLOOD
between India and the
United States (US) on trade
doesn’t look like ebbing. The
latest in the saga is the chal-
lenge mounted by the US at the World
Trade Organisation (WTO) on India’s
hike in customs duties on as manyas 28
US products,imposed on June 15,2019.
The US contends that by acting the way
India has,it hasaccorded less favourable
treatment to products imported from
the US, as opposed to those from other
WTO members. This move came on the
back of the US President Donald Trump
again describing India’s tariffs as “not
acceptable.”

The description of India
as a high-tariff economy is
familiar and common-
place. However, is it cor-
rect? Whether India is a

A particular feature
of India's import

higher than Indonesia’s.

Aparticularfeature of India’simport
tariffs is the high ‘bound’ rates. Bound
rates—these are the maximum rates up
to which WTO members can push up
tariffs—are noticeably high for several
categories for India. For fruits and veg-
etables, for example, India’s tariffs are
bound at an average of 101.1% with a
maximum of 150%. Such rates for
Indonesia and Brazil are 45.6% and
60%, and 34.1% and 37.1%, respec-
tively.India’s average applied tariffs for
fruits and vegetables are 32.4% with a
maximum applied rate of 105%. The
similar rates for Indonesia and Brazil are
5.7% and 20%, and 9.7% and 35%,
respectively. Therefore, India’s much
higher bound rates, as well as the high
maximum applied rates, leave little
scope other than concluding India tobe
a much higher tariff economy than
Indonesia and Brazil in fruits and veg-
etables.

The other feature reinforcing
impressions of India being a high-tariff
economy is the ‘binding overhang’, i.e.
the difference between the bound and
applied rates. Large differences tend to
create uncertainties about an economy
among its partners with respect to its
trade policyactions. Such uncertainties
lead to strong demand for deep tariff
cuts in bilateral and regional negotia-
tions. In hypothetical India-Indonesia
tariff talks, for example, India’s binding
overhang of 68.7% in fruitsand vegeta-
bles,as opposed to 39.9% for Indonesia,
would encourage the latter to demand
deeper cuts. Agreeing on an equivalent
slice of tariff cuts, say 20% on the bound
and applied tariffs, would mean India
cutting the average bound and applied
tariffs on fruits and vegetables to 79%
and 25%,from 101.1% and 32.4%.For
Indonesia, similar cuts would mean the
average bound rates dropping to 36%
from 45.6% and the applied rate to
4.5% from 5.7%. Relative market
access to be given up to India would be
much more. Furthermore, the binding
overhangwould still remain much high
for India, leaving the room for demand
for further cuts in the future. India,
though, might not be able to demand
the same.

Like most other countries,the Amer-
ican perceptions on Indian tariffs are
guided significantly by the high bound
rates and the binding overhang, partic-
ularly in agricultural products, con-
tributing to the ‘tariff king’ perceptions.
The other factor contributing to such
perceptionsis toleave products outside
the ‘binding’ coverage of the WTO.These
are the products where countries wish
to have the flexibility of
applying tariffs higher
than the bound rates they
commit to at the WTO for
the sector. For India, this is
mostly noticeable in the

high-tariff economy or not tariffs is high manufacturing sector. In
should be judged vis-a-vis 'bound’ rates, transport equipment, for
the tariffs charged by other which are example, while the WTO
large major emerging mar- . :oh f bound tariff rate is 40%,
ket developing countries, noticeably high for 5,65t 3006 of the disag-

which are structurally
comparable to India.
Indonesiaand Brazil might
be the relevant examples.
According to the WTO,
India’s simple average
MFN (most favoured
nation) applied tariff ratewas 17.1% in
2018, with an average agricultural tariff
of 38.8% and non-agricultural tariff of
13.6%. The comparable tariffs for
Indonesia were 8.1%, 8.6% (agricul-
ture) and 8% (non-agriculture); and for
Brazil these were 13.4%, 10.1% (agri-
culture) and 13.9% (non-agricultural),
respectively. Going by simple averages,
Indian tariffs faced by other WTO mem-
bers are higher than those they face in
Indonesia and Brazil. The higher overall
Indian tariffs are primarily a result of
the high agricultural tariffs. Both
Indonesia and Brazil have much lower
applied agricultural tariffs than India.
On the other hand, India’s average
applied non-agricultural tariffs are
slightly lower than Brazil’s, while being

several categories
for India, such as
for fruits and
vegetables

gregated tariff lines for
transport equipment
products are outside the
binding coverage. Tariffs
for this excluded segment
canbe conspicuously high.
Indeed, in India’s case, the
applied maximum tariff of 125%iswell
above the bound rate of 40% for trans-
port equipment. The ‘unbound’ tariff
lines are far less for Indonesia, while
Brazil has bound all its imports to the
rates committed to the WTO.

There is,unfortunately,little room to
dispute that India is a far higher ‘tar-
iffed’ economy than its counterparts
such as Indonesia and Brazil. Other
comparisons might lead to somewhat
different conclusions, but only in mag-
nitude.Thereisverylittle byway of ana-
lytical comparison of tariff structures
that would negate the impression of
India being a high-tariff economy, at
least among the emerging market
developing countries. The ‘tariff king’
label is there to stick.

| ECONOMIC CHALLENGES

Govt has a tough
job at hand

the income of the bottom quintile of
population assumes significance. This
could be achieved through direct income
transfersand a host of otherincome sup-
port mechanisms that need to be worked
out through wider deliberations and
consultations. Secondly, investment,
which is another major driver of eco-
nomic growth, also witnessed a bumpy
ride. Private investment grew 7.2% in
the March quarter, down from 8.4% in
the previous quarter, while investment
growth slowed to 3.6% from 10.6%.The
slowdown would put pressure on for fis-
cal stimulus, including tax cuts on fuel
products to boost consumption.

The farm sector contracted 0.1% in
the March quarter,compared with 2.7%

Mining can be
sustainable

SHARMA

CEO, Alumina, Vedanta Ltd

How to bring back the excavated land to
original land-use in the mined-out area

HE MINING SECTOR iswitnessing a green revo-

lution in India. Hundreds of acres of spent mines

are being restored into fertile fields. With the

potential of these mines tapped, lands are being

scientificallyrefilled forlocal communities to gen-
erate food and fodder. This is the modern face of mining that
involves maximum economic development with minimum
environmental impact.

Aluminium, the second-most used metal in the world, has
avitalroleto playin India’seconomicgrowth.It’susedinenergy
security,national defence,infrastructure,electrification,aero-
space,automobile,consumer durables and packaging,andisa
keyelement forthe government’sinitiativeslike Makein India,
Smart Cities, Power for All,indigenous space programme.

Thealuminiumindustryalso has the potential toyield huge
economicdividend and help generate millions of jobs.Termed
as a‘green metal’ for its eco-friendliness (it can be completely
recycled), aluminium is already a significant contributor to
India’s GDP, and yet there is a potential for growth as India’s
aluminium consumptionishardly one-fifth of global average.

The Indian aluminium industry has generated over 8 lakh
jobs directly and indirectly,and helped developed over 4,000
SMEsin the downstream sectorover thelastfewdecades.Italso
has a strong output and employment multiplier effect (back-
ward and forward linkages) on other key sectors.

Most aluminium smelters in India arelocated in underde-
veloped areas where they have generated peripheral employ-
ment, have aided in the development of the region and
improved the per capitaincome of thearea.These areaswithin
the‘aluminium ecosystem’are entirely dependent, socio-eco-
nomically,on the aluminium industry.

Bauxite is the primary ore
used in the production of alu-  E—  ————————
mina, which, in turn, is the raw
material in thealuminium man-
ufacturing process.India,with a
reserve base of over 2.2 billion
tonnes, is home to the sixth-
largest bauxite deposits in the
world, with the mineral-rich
state of Odisha having some of
the world’s bgst and lgrgeg,t viable option for
reserves. Indian bauxite is

largely located on a single India
plateau,thusmakingbulkopen- S ——————
castmining possible,resultingin

opportunities toimplement technology-driven scientific min-
ing techniques. Also, close proximity between bauxite mines
and alumina refineries affords Indian manufacturers the
opportunityto manufacture high-qualityaluminiumat glob-
ally-competitive costs.

Sustainabilityinitiativesarein place tobring back the exca-
vatedland to original land-use in the mined-out area forreha-
bilitation andlivelihood.Afterthe mined-outareaisreclaimed
bybackfilling of the toplayer soil, the surface isbrought back to
theoriginal groundlevel. Today,mining commitmentincludes
extensive re-greening of the mined land and participation in
the socio-economic development of communities around.

The mining and metals sector has historicallybeen at the
receiving end of protest campaigns that have derailed pro-
jects or even shut existing operations. But there is empirical
evidence of how mining has transformed the fortunes of
states and countries. In fact, the surface-mining operations
forbauxite areamong the most eco-friendlyand sustainable,
involving extraction of bauxite ore from the surface and
upper layer of the mine, without digging deep trenches or
underground blasting.

Apragmaticapproach would be to putascientific plan to
tap the country’s bauxite mining potential, putting ade-
quateriders and safeguards in place to protect the interests
of all the stakeholders driven by sustainability and socio-
economic growth. While the mining industry has evolved
from its earlier unsustainable practices, it is time the stake-
holders and naysayers come together and agree on accept-
able globally-established practices.As a growing nation,we
need to balance the interests of the nation with the local
communities using a fact-based approach that leads to
growth atalllevels in a sustainable way.

Modern tech
coupled with
integrated
sustainability can
make domestic
bauxite mining a

growth in the previous quarter, while
manufacturing grew 3.1%, slower than
6.7% in the previous quarter. Several
indicators such as automobile sales, rail
freight, petroleum product consump-
tion,domesticair trafficand imports are
indicating a slowdown in domestic con-
sumption. Corporate earnings hit a six-
quarter low growth rate of 10.7% during
January-March 2019 on weakening con-
sumer sentiment and softening com-
modity prices. Stress in the NBFC sector
has largely affected consumption
finance. Weak rural activities have also
been impeding growth recovery. Low
rural wages, slowdown in credit from low
to medium scale industries, and weak
demand in two-wheelerand commercial

vehicle sales have also contributed tolow
economic activity and thus economic
growth.

Unlike during the first five years of
this government, the solution to the
problems this time around is complex
and requires a radical shift in economic
policy. If the first term of the govern-
ment was dominated by housing, roads,
skill India, digital India and toilets, the
second term would have to be dominated
by investment, jobs and resurrection of
the dislocated financial sector. Among
immediate priorities, one would expect
the second term of this government
should focus on measures to revive con-
sumption,address financial sector dislo-
cation byrecapitalising PSU banks, boost

the manufacturing sector to ensure job
creation, and address the issue of skill
shortage in the country to ensure
employability.

Likewise, on the rural front, where
farm distress has been acute and is
threatening farmers’ productivity and
livelihood, the government should sin-
cerelyattempt torevive terms of trade in
agriculture. The government must
strengthen e-NAM, enhance micro-irri-
gation facilities, increase credit to agri-
culture and boost farm prices through
effective implementation of some rele-
vant schemes. Not just welfare schemes,
but the government now has to adopt a
balancing act between developmentand
consolidation.

The government needs to ensure that
it maintains a balance between fiscal
prudence and investment-driven
growth; an imbalance could either lead
to a slowdown or rise in inflation. It is
possible for the government to go foran
option such as to increase investments
to provide a temporary boost, but it has
to proceed with extreme caution espe-
cially as direct tax collections—a key
source of investment—have not been
satisfactory during the year.

Now all eyes will be on the new Union
finance minister Nirmala Sitharaman,
who has to implement quick measures
to balance growth and consolidation—a
key blend to achieving double-digit
growth in the future.
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