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® INDO-US RELATIONS

Time to step
up on trade,
Investment

The US has shown extraordinary skills in ‘putting
America first’ in negotiating with the rest of the
world; now it is India’s turn to prove that it is
capable of effectively negotiating with the world’s
largest economy, ‘putting India first’

FTER US PRESIDENT Don-

ald Trump'svisit toIndia, the

attention has shifted to the

enormous bilateral defence

deal worth $3 billion from
the ‘deficits and tariffs’ debate in the
India-US economicdiplomacy discourse.
His reiteration of India as a ‘tariff king’
was striking, especially ashewas worried
aboutthe retaliatory high tariffs and the
worsening US trade balance with India.
Unsurprisingly, there were no conclusive
trade pactssigned between Indiaandthe
US during his visit.

The single most significant outcome
of Trump's visit is perceived as the
defence dealworth $ 3 billion on state-of-
the-arthelicopters. The point tobe borne
in mind is that this deal is not a‘Trump
visit specific major outcome),as thesedis-
cussions were long term as one can see
fromthe timeseries data of the Ministry
of External Affairs proceedings. Accord-

ingtotheStockholm International Peace
Research Institute(SIPRI), thevolumeof
international transfers of major armsin
2014-18 was 7.8 %higherthan in 2009 -
13,and 23% higherthan in 2004-08.
The US is the biggest arms exporter,
accounting for 3 6% of the global arms
trade of $100 billion.Among importing
countries, India, with a share of 9.5%, is
second only to Saudi Arabia, which
accounts for 12% of global arms import.
Against this backdrop,can India think
of ‘strategising’its defence purchases by
linking it with otherareas of potential
collaboration? Itwould bedesirable asthe
criticalissuesrelated totrade and invest -
ment remain largely unaddressed.
Beyond the rhetoric of the defence
deal, the US and India should refocuson
trade and investment pacts. The best
strategy forIndia is tobe brutally honest
inits forthcomingtrade and investment

negotiationswith the US.Indiaisabouta |
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§3-trillion economy, while the US is a
$20-trillion economy.Instead of staking
claim onrecognition as a superpower,
India should press for recognition as an
emerging economy.

The trade between the two countries
has grown from about $16 billion in
1999 to $14 2 billion in 2018. Today, the
USis India’s biggest export destination,
accounting for about 17% of Indian
exports. According to the US Bureau of
Economic Analysis, India is its eighth
largest trading partner. The political as
well as economic relationship between
the US and India has improved signifi-
cantly during the past twodecades. Nev-
ertheless, alongwith thegrowth intrade
between the US and India, tensions, too,
have mounted with respect to trade
deficits and tariffs.

The long-standing disagreements
exist in areas ranging from dairy prod-
ucts to intellectual property rights (IPR)
protections. Alyssa Ayres,in her recent
article ‘A Field Guide to US-India Trade
Tensions’, has flagged deficits and high
tariffs as the main bone of contention
between the two countries.

The trade deficit of about $23 billion
israised as a worrying issue by the US.In
reality, itisminuscule com-

(DGCIS) data, the US has emetgedasa
major supplier of crude oil to India post
2017. From the 10th positionin value
terms asa supplierin 2017, it hasbecome
the sixth major supplier with an export
valueof §4.1 billion.And Indiaisnowthe
fourth largest export destination of US
crude.Infact,US oilexportstoIndiamore
thandoublethevalueofdefence exports!

Indiahas been piqued byits removal
fromthelist of countries that are eligible
to avail the Generalized System of Pref-
erences (GSP) benefits, on grounds that
India has failed to provide equitable and
reasonable market access.On the eve of
Trump’s visit, on February 10, the Office
of the United States Trade Representative
removed India from the list of countries
eligible for special de minimis counter-
vailable subsidy and negligible import
volume standards under the counter-
vailing duty (CVD) law. The new list of
countries replaces the list prepared in
199 8. This new listis based on the crite-
ria of: (1) Per capita GNI,(2) share of world
trade and (3) other factors such as mem-
bership of OECD, the EUor G20.Indiais
dropped from thelist on the basis of the
new revised threshold share of world
trade of 0.5% (it was 2% as perthe 1998
law) and membership of G20.Interest-
ingly, asperthe World Bankdesignation,
India falls in the category of lower mid-
dle-income economies, where the GNI
per capitais between $1,02 6and $3,995.
The World Bank threshold forseparating
high income countries for low income
countriesis $12,376,whichis almost six
times that of India’s per capita income!
This move also makes the restoration of
GSP benefits for India unlikely, under
which India was exporting goods worth
more than $6billion.

The American establishment expects
India to look for opportunities to
improve bilateral trade in the context of
it not joining the Regional Comprehen-
sive Economic Part nership (RCEP). Simi-
larly, India hopes to benefit from the on-
going trade tussles between the US and
China. But so farIndia has not been able
to attract anyreasonable amount of FDI
orfirms leaving China. How the China
factorwillinfluence Indo-USrelationsis
a pressing concern, although ademocra-
tic India should getleverage over a com-
munist China in the negotiations.

The USeconomyhasbeen doing excep-
tionally well for thelast one decade. Nom-
inalwages roseby morethan3%in the US
in 2018 and 2019.According to the Econ-
omist, this could be due to a fall in immi-
gration. Although this keepsthe labour
marketstight, itisnot goingto be sustain-
able.Thiscan turn outto bea factor behind
the imminent slowdown of the US econ-
omy predicted by many. The growth inthe
USis good for India. But how much India
can benefit will depend mostly on the
quantumoftrade and investment.

The US seems to be bent on bridging
the trade deficit using defence exports to

India. Other areas of con-
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tariffs on apples, cashews, walnuts and
almonds have been termed retaliatory by
the US. Finance minister Nirmala
Sitharaman has raised the customs duty
on shelled walnuts to 100% from the
current 30%. She has also imposed a
health cess of 5% on import of medical
devices.Ondairyproducts,Indiarequires
that theyarederived fromdairycowthat
has been fed a vegetarian diet for its
entire life. Do these recent Budget
announcements reflect a protectionist
wave in India, quite contrary to the ‘eco-
nomic diplomacy’ projected by Prime
Minister Narendra Modi in the World
Economic Forumsthatthereis noretreat
from globalisation?

According to the Directorate General
ofCommercial Intelligence and Statisties

years on their investment in infrastruc-
ture and other notified sectors,
announced in the latest Budget, can
attract more investment and financial
inflows from the US.

Moreclarityis required on the ‘nature’
of trade as well. One can get cues on this
from the India-US joint statement post
the Trumpvisit where thereis divergence
in the terminology between the two
countries. While the US emphasised
upon ‘fair and equal’ trade, India has
underlineda‘fairandbalanced trade’The
US has shown extraordinary skills in
‘putting America first’ in negotiating
withtherest of theworld; nowit isIndia’s
tum to prove that it is capable of effec-
tivelynegotiatingwith the world’s largest
economy, ‘putting India first’



