®US seeks zero
duty for “ﬂeaﬂy\
g, India
guards key sectors
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AS THE AUGUST 1 deadline
draws closer, the negotiations
between Indiaand the USforan
interim trade deal appeared
deadlocked, with Washington
insisting on zero-duty access to
nearly the whole of the Indian
market. But both sideswere still
inclined to be continuously
engaged, and were far from
movingapart.

US trade secretary Howard
Lutnick reiterated on Tuesday
that President,Donald Trump
wants completelyopenmarkets
andthat"hewantstodoit{deals)
now. We have put the deals

table &now it is up to President
whether he wants to accept
| (them)ornot, hetold CNBC.
| Healsostated that negotia-
| tions on a few remaining issues
with the European Union (EU)
were on, and that talks with
China were “their own things”.
Forthe rest of the world, he said,
“we'regoingtohavethingsdone
by Friday.” As the uncertainty
over an interim deal persisted,a
US team is scheduled to visit
New Delhi annugtsf 25 forthe
sixth rounds of talks for the pro-
posed bilateral trade agreement
(BTA). The first tranche of the
BTAisexpected by thefall of this
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months away. For Iridia,absence
of an interim deal could meana
highertariffforentryofitsgoods
intothe US marketatleasttillthe
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extra baseline rate of 109%,
besides the most favoured
nation (MFN) rates. It is unclear
yet whether the tariff for India
could rise to  the 26%
announced by Trumpas the rec-
iprocal tariffin early April.
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INDIA IS UNDERSTOOD to
have pushed forarateof 15%or
thereabouts during the talks,
similartotherates offered tothe
European Union and Japan. If
the tariff turns out to be signifi-
cantlyhlgherthanthls itwould
give little comparatlve advan-
tage to India vis-a-vis its key
Asian competitors. Trump
recently said he was looking at
tariffs “somewhere in the
15-20% range” for the coun-
tries with whom no deal has
been signed afterhe paused the
reciprocal tariffs.

On its part, India may also
have to commit to scale up its
energy and defence purchases
fromthe US,foranamicableset-
tlement with the US, without
dentingthe prospects ofdomes-
tic value addition in assorted
areas. Large purchase commit-
ments were part of Washing-
ton’sdealwiththe EU,Japanand
the UK. USTrade Representative
Jamieson Greersaid on Monday
that more talks were required
foranykind ofadeal withIndia,
This dampened expectations
aboutan interimtrade pact.

. Officials here are not anx-
ious about the interim deal or
theshort-term tariffincreaseits
absence could lead to. However,
they remained confident of a

economy over the next few
weeks. India has been firmly
guarding its “sensitive sectors”
which includes agriculture,
dalryandafewlabour—mtenswe
industries. It is also pitching
hardforgreater marketaccessto
the US forsectorswhere job cre-
ation potentialis high.
Indiaisalsoconcernedabout

‘the sectoral tariff the US has

imposed or threatening to put,
especially in areas of its export
interest like pharmaceuticals.
India is also seeking relief from
the 50% sector-specific tariffs

in steel and aluminium and

25% on the auto sector.The US
has said that there would be no
further extension of the dead-
line forimposition of reciprocal
tariffsannounced on April 2.
“We continue to speak with
our Indian counterparts. We

always had very constructive |

discussions with them. They
have shown strong interest in
opening up portions of their
market.We of coursearewilling
tocontinuetalkingtothem.But
I think we need some more

. negotiations on that end with

€

'deal with the world's largest

our Indian friends to see how
ambitious they want to be,”
Greersaidto CNBC. ;

He said President Trump is
more interested in having
good deals rather than quick
deals that substantially open
other markets, “that is, they
open everything or nearly
everything.’

The fifth round of negotia-
tions between India and the
US happened in Washington
from July 14 to July 18.
Between the two physical
rounds,both sides still remain
engaged in discussions.

Along with duty cuts in the
farm sector, the US also wants
India to allow entry of geneti-
cally modified agricultural
productsmIndlawhlch officials

in New Delhi say would not be

conceded. The US also wants
India to] lower duties on auto-
mobxles -

Apart from goods trade, the

_otherobjective ofthe USinthese

negotiationsis togetamorelib-
eral regulatory climate for its
technology companiesin India.

The strategic partnership
between the two countries is
alsoguiding theapproachinthe
talks. The trade deal may be
sweetened with India purchas-
ing more defence equipment
from the US.




