For more FTAs, need for |

greater trade openness

THE GOOD NEWS regardingIndia’strade dealwiththe US—whichisthe ninthsince
theruling dispensationcameto officein 2014—comeswhenadverse headwindsneg-
ativelyimpact globaltrade,whichin turn hasknock-oneffectsonthe Indian economy.
Aninteresting factoid is that more than half of India’s exports of goods and athird of
imports will flow through these nine trade deals. More such bilateral and regional
agreements are on the anvil, with India diversifying its trading relationships as the
world fractures broadlyintoUS-and Sino-centricblocs.To facilitatemoresuch deals,
government policymustgo allintopromotegreatertrade openness and outwardori-
entation to navigate the uncertaintiesin globaltrade.

Out of all the trade agreements that were negotiated since 2014, those with the
EuropeanUnionand the US arebig-ticket dealswith themost powerful economies in
the world. With the US, however, the absence of any deal text renders it difficult to
assess what India has agreed to secure this agreement. The highly unpredictable US
President Donald Trump has claimed that India would stop imports of Russian oil,
reduce its tariffs and non-tariff barriers on the US to zero, and commit to buy over
$500billion of Americangoods,including energy,technology,and agricultural prod-
ucts for the US tolower reciprocal tariffs on India from 25%to 1809%.All of this offers
relatively limited comfort for Indiatobe part of the US-centricbloc.

Aligning with the Sino-centric blocis equally problematical. Although tensions

have de-escalated on the border, de-induction and

. disengagement of troops has notbegun. Like the US,

the dragon has used coercive economic measures to

impose its willon an economicallyweaker India, like

blocking shipmentsof rare earths, fertilisers,and tun-

nelboringequipment.India’s trade imbalanceismas-

_ siveandaccounts for 35%of its global trade deficit. By

o | amassing troops and making border incursions at

: will, China only recognises India only as a weaker

N CH AN DRA neighbourand notasone withwhomit can persuade

tojoinits blocasanally. Bilateral tensions can onlybe

MOHAN resolved by narrowing their relative economic power
differential. :

To copewitha fractured world,what is neededisa
bold agenda on trade openness that improves India’s
prospects through free trade agreements (FTAs)with
middle powers, the Global South, and mega group-

ings like the Comprehensive and Progressive Agreement for Trans-Pacific Partner-
ship (CPTPP).India’saverage imost-favoured nation (MEN)tariffsare one of the high-
estat 16%,and thereare pressures from developednationswithwhomwe have trade
agreementstobringthemdown.An across-the-board cutin dutiesinalignmentwith,
say, the Association of Southeast Asian Nations (ASEAN)—as recommended in Bud-
get 1997 and laterbya member of the EconomicAdvisory Council tothe Prime Min-
isterlast year—will definitely send the right signals.

As India will ink more FTAs, lower average tariffs, including those on inputs and
intermediates going intoits exports,would boost its trade prospectsand integration
withglobalvalue chains.Inthisregard,itstrade dealswith Australiaand NewZealand
areindeed crucialforits evolving outreach tothebustling India-Pacificregionasthey
arealsomembersofthe CPTPP.So,too,are fourASEAN members.ConsideringIndia’s
reluctancetobeapart oftheblocsledbytheUSand China,it makes muchmorestrate-
gicsensetouseits competitive MEN tariffsinalignmentwith ASEANas abasistojoin
the CPTPPin the future. But this cannot happen if the tariff question is addressed in

 onlya piecemeal manner rather than through overarching rationalisation. Many of
thesenine dealsarealso deep FTAs coveringabroaderrange ofissueslike intellectual
propettyrights,labour,and sustainability: Withmuch strongerintent ontariffreform,
government policy must ensure that India through its FTAs navigates the fractured
world of global trade.
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