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Chopstick Diplomacy:
Decoding the Modi-Abe
equation

t was Shinzo Abe who, in his first term as Japan’s
Prime Minister, had suggested an “Arc of Democracy”
from Japan to India as the defining feature of the new
global architecture in the 21st century.
Though he didn’t say it in so many words, most geopolitical experts interpreted this as some sort of a still-notfully-defined iteration of a Free World 2.0, fashioned after
the Western European liberal democracies that played
such as leading role in generating and spreading global
prosperity and economic expansion in the half a century
and more following the Second World War.
Looking to the future
But that era, which saw the longest
period of peace and prosperity for most
parts of the world ever experienced
in history – yes, a vast majority of
the Asian countries included in Abe’s
Arc also underwent unprecedented
transformation and wealth generation –
had a context.

Geo-political context
There is also a geo-political aspect to this relationship:
to foster a partnership model of global economic and
strategic cooperation in the face of a not-very-welldisguised attempt to create a new global hegemony.
As mentioned above, there are several areas in which the
two countries are collaborating closely. Japan is helping
India bridge its infrastructure gap and New Delhi and
Tokyo are together doing the same in other parts of Asia
and Africa.

JAPAN IS HELPING
INDIA BRIDGE ITS
INFRASTRUCTURE GAP
AND NEW DELHI AND
TOKYO ARE TOGETHER
DOING THE SAME IN
OTHER PARTS OF ASIA
AND AFRICA.

That context was the rise of the Soviet
Union, which offered a then much-hailed but ultimately
failed alternative model of development under a totalitarian
police state that guaranteed some amount of social good
in the form of universal education and healthcare.
History seems to be repeating itself. India and Japan, the
two shining beacons of democracy in Asia, are coming
closer, helped along by the strong personal chemistry
that Indian Prime Minister Narendra Modi shares with his
Japanese counterpart.
Their fabled personal rapport extends to, by Modi's own
admission, lessons on eating with chopsticks. Two Prime
Ministers who can discuss geopolitics and economics,
interspersed with tips on how to dine the Japanese way,
over a very private dinner is what gives Indo-Japanese
ties its special flavour.
The agenda of this, arguably the most important bilateral
relationship in Asia, is wide ranging – helping India access
and internalise the latest technology and cheap finance to
upgrade its infrastructure, from the Delhi-Mumbai Freight
Corridor to the Bullet Train to renewable energy and more
to helping other Asian and African countries develop their
www.indiaincgroup.com

economies and infrastructure.

But I have to highlight one important
missing link: despite the personal
chemistry between Modi and Abe, in
spite of the obvious convergence of
global world views of these two liberal
democracies and notwithstanding the
hefty political capital both are bringing
to the table, the pace of change on the
ground can still be improved.

That, in my opinion, is the next step that these two
countries must take. The quantum of bilateral trade
between India and Japan, at about $20 billion, if piffling
compared to the size of their economies – come on, they
are the sixth and third largest global economies, after all.
Beyond the election cycle
Both India and Japan will get into election mode very
shortly. With five important state elections underway in
India, this may already be the case in India and with
elections to the Japanese Upper House scheduled for the
middle of next year, Japan will soon get there.
But I’m optimistic that these issues will be addressed as
all opinion polls suggest Modi will return to power in 2019
and there is every indication that Abe’s party will do well in
the polls next year.
The issues involved are, however, more complex and go
beyond the personalities of the two leaders.

Manoj Ladwa

Publisher & CEO, India Inc.
@manojladwa
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India-Japan: Chopstick Diplomacy

I

ndian Prime Minister Narendra
Modi’s personal chemistry with
his Japanese counterpart Shinzo
Abe has been one of the major
driving forces behind the close
Indo-Japanese tango on a range of
economic and geo-political issues –
ranging from the quest for a peaceful
and prosperous Indo-Pacific to
greater economic cooperation both
within India and as well as the wider
region up to Africa.
Left unsaid is the mutual concern
over the rise of China and its policy
of expanding its sphere of influence
in Asia and Africa, by first advancing
unsustainably high loans to smaller
countries and then coercing them to

sign one-sided agreements handing
over important strategic assets such
as ports and airports guarding the
sea lanes.
For instance, Japan is helping India
finance the Bullet Train project
connecting Mumbai and Ahmedabad
and the Delhi-Mumbai Freight
Corridor, which also includes a
number of industrial smart cities. But
the first project is facing potential
delays on account of issues with land
acquisition and the latter is still far
from complete.
Then, the Asia-Africa Growth
Corridor, which many strategic
experts have called a viable

alternative to China’s Belt and Road
Initiative (BRI) has remained a nonstarter prompting many of these
same experts to wonder if the two
countries can actually translate toplevel understanding to ground-level
partnerships.
But the important thing going for
this crucial bilateral relationship is
the political capital both the Prime
Ministers are expending on achieving
its full potential.
‘India Global Business’ takes a
360-degree look at the potential and
challenges that confront the two
Asian giants.

COVER STORY

India-Japan: Convergence at the top but…
by India Inc. Staff

India and Japan are
on the same page
on the Indo-Pacific,
security, economic
cooperation and on the
need to cooperate on
developing infrastructure
across Asia and Africa
in order to provide a
counterweight to China.
They now have to find
a way of translating this
convergence of goals into
brick and mortar projects
that actually make a
difference on the ground.

8

November 2018

J

apan has emerged as India’s
closest strategic and economic
partner over the last couple of
decades. The close personal bond
shared between Prime Ministers
Narendra Modi of India and Shinzo
Abe of Japan has contributed
significantly to this but underlying their
chemistry is a convergence of several
strategic, geo-political and economic
developments in the Indo-Pacific and
elsewhere.
The recent two-day summit between
the two leaders of the second and
third largest Asian economies began
with an unprecedented gesture by
Abe – he invited Modi to his holiday
home on the foothills of the famous
Mt Fuji, the first time he has invited
any foreign leader to this prime
ministerial getaway.
Abe underlined the close and warm
ties between the two countries by

declaring at at joint press conference
in Tokyo: “Relations between Japan
and India have the biggest potential in
the world… A strong Japan
benefits India and a strong India
benefits Japan.”
“I believe until and unless India and
Japan have strong relations Asia can
never develop,” Modi added.
China’s looming presence
Strategic analysts noted that the
summit, and indeed, the entire gamut
of relations between India and Japan,
was marked by the invisible presence
of the Dragon in the room. Neither
side mentioned Beijing, but most
analysts feel the looming presence of
China across the strategic landscapes
of India and the Japan have guided
at least some of the discussions at
the summit and the recent parleys
between the two countries.

COVER STORY
The joint statement issued by Abe
and Modi after their summit meeting
is clearly aimed at China. It says: “The
two leaders’ vision for the Indo-Pacific
is based on a rules-based order that
respects sovereignty and territorial
integrity of nations, ensures freedom
of navigation and overflight as well
as unimpeded lawful commerce,
and seeks peaceful resolution of
disputes with full respect for legal and
diplomatic processes in accordance
with the universally recognised
principles of international law,
including those reflected in the United
Nations Convention on the Law of the
Sea (UNCLOS), without resorting to
threat or use of force.”
In 2016, the Permanent Court of
Arbitration in Hague had ruled that
China’s citing of the alleged ninedash-line to claim sovereignty over
all of the South China Sea and the
Spratly Islands has no validity under
international law and that China’s
act of militarily obstructing Philippine
ships was illegal.
Elevating ties to the next level
Affirming the importance of the
bilateral relationship for regional
stability, Modi and Abe said in the
joint statement that they recognised
“the unparalleled potential for
development of relations between the
two countries” and reiterated that the
two countries should work in tandem
to establish a rules-based world order.
To take this vision forward, the two
countries have agreed to upgrade
their annual 2+2 dialogue involving
the foreign and defence ministers
on the lines of the one India has
initiated with the United States.
Currently, this dialogue is held at the
level of the junior ministers of the two
departments.
This shows a significant convergence
in the two countries’ goal of
maintaining peace and security in
the Indo-Pacific region in the face of
growing military muscle flexing
by China.
Explaining this, Japanese Foreign
Minister Taro Kono told a press
conference in Tokyo: “India and Japan
www.indiaincgroup.com

share common values like democracy,
rule of law, basic human rights. I think
it is a good idea for… the foreign
ministers and defense ministers to get
together, and talk about the regional
issues or global issues. I think it
would be a good start. We also are
trying to start the negotiation on an
ACSA, so I think we will be working
closely with India, and I think it will
benefit stability for the Indo-Pacific.”

China’s oil supplies pass.

India and Japan also launched an
Annual Space Dialogue for greater
and closer bilateral cooperation in
outer space.

Modi and Abe noted the great strides
the two countries had made in
maritime security cooperation and the
regular bilateral and multilateral naval
exercises conducted by the navies of
the two countries in collaboration with
countries like the US and Australia.
The two also hailed the agreement
for closer cooperation between the
Indian Navy and the Japan Maritime
Self Defence Force and expected
this to lead to closer collaboration
on defence equipment and related
technologies.

Closer defence ties
The summit, which came close on
the heels of Abe’s visit to China, the
first by a Japanese Prime Minister
in seven years, emphasised closer
defence and security relations.
The two sides launched talks on
negotiating an Acquisition and
Cross-Servicing Agreement (ACSA)
to “enhance the strategic depth” of
bilateral cooperation in this area. This
agreement will enable the navies of
the two countries to use each other’s
bases for logistics support. India has
a similar agreement with the US.

INDIA AND JAPAN ALSO
LAUNCHED AN ANNUAL
SPACE DIALOGUE
FOR GREATER AND
CLOSER BILATERAL
COOPERATION IN
OUTER SPACE.

“We hope to start formal negotiations
with regard to signing of the ACSA. It
is high time we had mutual logistics
support,” Japan’s ambassador to
India, Kenji Hiramatsu, told Reuters.
Under ACSA, the Indian Navy will
be able to use the Japanese naval
base in Djibouti for its operations. The
agreement will also give the Japan
Maritime Self Defense Force access
to Indian military bases in Andaman
and Nicobar, overlook the crucial
Malacca Straits, through which more
than half the world’s merchandise
trade and almost 80 per cent of

This aspect of the bilateral
relationship is important, given
India’s ambivalent attitude towards
the Quadrilateral, a grouping of the
US, Australia, Japan and India that
many experts and strategic analysts
visualise as a nascent and still
informal alliance of democracies in
the Indo-Pacific region.

Focus on developing infrastructure
across the Indo-Pacific
China has been using infrastructure
finance, especially projects under
its Belt and Road Initiative (BRI), to
create debt traps for Asian countries
in which it has a strategic interest and
then enforcing coercive repayment
terms to extract strategic advantage
by reducing the recipient nation to the
status of subordinate client states.
India has watched with consternation
as China has acquired ports and
political influence in Myanmar, Sri
Lanka, Maldives (and Pakistan)
by giving disproportionately large
loans, compared to the size of their
economies, at high interest rates to
these countries, which they have
been unable to repay. The way out of
this debt trap for these countries is to
hand over important strategic assets
to China.
Analysts say most agreements under
BRI are opaque and one-sided. To
counter this and to provide countries
in the region with an alternative
source of financing for their
infrastructure needs, India and Japan
have decided to work together. A fact
sheet issued by the two countries
November 2018
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said: “Japan and India believe that
all development cooperation must be
carried out in an open, transparent
and non-exclusive manner and based
on international standards including
respect for sovereignty and territorial
integrity of nations, responsible debt
financing practices, and in alignment
with local economic and development
strategies and priorities.”
The list of projects they propose to
cooperate on include the development
of LNG infrastructure in Sri Lanka,
railways, roadways and bridges in
Bangladesh, education, electrification
and housing in Myanmar and
healthcare in Kenya.
Infrastructure in India
Over the years, Japan has emerged
as the most important bilateral
partner for infrastructure development
in India.
It is providing financial assistance,
10
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technology and materials for the
$90-billion Delhi-Mumbai Freight
Corridor, which includes laying rail
lines and building highways as well
as several new industrial smart cities
on the route from the National Capital
Region (NCR) to India’s financial
capital.

DESPITE THE WARMTH
IN THE BILATERAL
RELATIONSHIP, A GREAT
CONVERGENCE OF
INTERESTS AND THE
UNSTINTED SUPPORT
OF THE TWO PRIME
MINISTERS, INDIA’S
TIES WITH JAPAN
FACE SIGNIFICANT
CHALLENGES.
Tokyo is also providing substantial
finance, at an annual interest rate

of 0.01 per cent with a repayment
period of 50 years, for a high-speed
train system modelled on the iconic
Shinkansen Bullet Train that will
connect Mumbai with Ahmedabad.
This train will traverse the 500
km long route in just two hours
compared to seven hours now. The
ambassadors of the two countries
exchanged notes on low interest loans
worth $2.8 billion for this project.
Then, Japan is also helping finance
the upgradation of Delhi’s Metro Rail
as well as several renewable energy
projects across India.
Significant challenges ahead
Despite the warmth in the bilateral
relationship, a great convergence of
interests and the unstinted support
of the two Prime Ministers, India’s
ties with Japan face significant
challenges.
To begin with, bilateral trade, at $20

COVER STORY

JAPAN AND INDIA BELIEVE THAT ALL DEVELOPMENT COOPERATION MUST BE
CARRIED OUT IN AN OPEN, TRANSPARENT AND NON-EXCLUSIVE MANNER AND
BASED ON INTERNATIONAL STANDARDS INCLUDING RESPECT FOR SOVEREIGNTY
AND TERRITORIAL INTEGRITY OF NATIONS, RESPONSIBLE DEBT FINANCING
PRACTICES, AND IN ALIGNMENT WITH LOCAL ECONOMIC AND DEVELOPMENT
STRATEGIES AND PRIORITIES.
billion per annum, is just scratching
the surface of the full potential for
greater economic integration. The
figure has stagnated around this mark
despite efforts from both sides to
push it up. Then, the balance of trade
is skewed heavily in Japan’s favour.
Then, several agreements and
strategic understandings reached
in the past remain only on paper
with little to show
for them on the
ground.
For example, both
countries agree
that they should
spend more
and cooperate
more closely to
development
infrastructure
across Asia and
Africa both to
increase their
own influence as
well as to offer
these countries an
alternative, nonexploitative model
of development.
So far so good,
but the Asia-Africa
Growth Corridor,
which many
strategic experts
have called a
viable alternative
to China’s BRI
remains a nonstarter prompting
many of these
same experts to
wonder if the two
countries can actually translate toplevel understanding to ground-level
partnerships.
India and Japan hold joint military
www.indiaincgroup.com

drills quite regularly and also hold
frequent high-level military dialogues
but efforts to transfer technology and
military hardware have not yet
borne fruit.
Though negotiations for the sale of
the Japanese US2 amphibian aircraft
have dragged on for years, the two
sides are no closer to a sale than
when they started out.

as a grouping of democracies against
a totalitarian China.
There are some issues even with
projects and programmes the two
countries agree on and on which
work has already begun. The Bullet
Train project, for instance, is likely
to be delayed over land acquisition,
with some farmers objecting to
the takeover of their land by the
government.
Then, India will go
into election mode
in another couple
of months as the
Lok Sabha polls
are due in May
next year. In Japan,
too, elections to
the Upper House
of its Parliament
are due around the
same time. It may
be recalled that
Abe had resigned
as Prime Minister in
2007 after this
party lost heavily in
elections to the
Upper House.
Given this political
background, it may
not be possible
for the two Prime
Ministers, who
have been the
driving forces
behind the bilateral
relationship, to
devote as much
time to foreign
affairs as now.

India has also been very ambivalent
about the Quad, giving rise to the
impression that it has not yet made
up its mind on whether to openly
participate in what is widely regarded

However, the good news is that both
are expected to win and that can only
be good for both India and Japan and
their relationship.
November 2018
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Deals with Japan on
the rise
SoftBank to invest in
Essel solar plant

S

oftBank’s arm SB Energy is
close to signing a pact to invest
in a 500MW solar power plant
being developed by the Essel Group
in Rajasthan.
Essel Group is in the early stages
of developing a solar power park in
Rajasthan with a total capacity of
750 MW. This investment will help
SoftBank fast forward its plan as it will
have all the necessary infrastructure.
This will reduce the time to build a
plant from 12-15 months to less than
six months.
SoftBank is bullish on the Indian
solar energy space and has plans
to invest $1 trillion in the sector. It
has a presence in India through SB
Energy, its joint venture with Bharti
Enterprises and Taiwan's Foxconn
Technologies.
In October, SoftBank CEO Masayoshi
Son offered to supply free electricity
to India once the 25-year power
purchase agreements of SB Energy
came to an end. The company has
urged the government in the past
to offer bulk tenders for solar power
plants so that it can expedite its plan
to invest $1 trillion in India.
The Subhash Chandra-led Essel
Group has plans to expand its solar
power portfolio by developing its
own parks.
12
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Corporate agreements and government
pacts are just some facets of the
blossoming India-Japan relationship.

Nasscom partners with
Hiroshima

N

asscom, India’s IT
industry body, has signed
a partnership with the
government of Hiroshima under
which the two sides will co-invest in
creating a Japan-India IT Corridor.
The idea is to promote business
to business cooperation and talent
transfer from India to Japan. This
project will be formally initiated by
early 2019 on mutual consent.
Both Nasscom and Hiroshima shall
invite their respective companies to
join this partnership platform. Both
the sides have also agreed to set
up an IT Corridor in Hiroshima with
an incentive package that could
be extended to the Indian tech
companies that come forward to
adopt this platform while forming
a partnership with Japanese
companies.

India, Japan sign $75bn
currency swap pact

J

apan and India entered into
a $75-billion currency swap
arrangement that will bolster the
country’s firepower as it battles a
steep drop in the rupee’s value. An
agreement to this effect was signed
during Prime Minister Narendra
Modi’s ongoing visit to Japan.
A Japan had offered a $50 billion
currency swap in 2013 and, before
that, one for $3 billion in 2008. a
government official said: “This facility
will enable the agreed amount of
foreign capital being available to India
for use as and when the need arises.”

Gagan Sabharwal, Senior Director,
Global Trade Development,
Nasscom, said: “We are hoping to
witness significant advancements in
technology and innovation through
the partnerships that emerge as
a result of this association. This
collaboration will act as a building
block towards strengthening the
Indo-Japan relationship and we
are looking forward to working with
Hiroshima in the months ahead.”

The facility will serve as a second
line of defence for the rupee after the
$393.5 billion of foreign exchange
reserves that the Reserve Bank of
India (RBI) has at its disposal.
Under the arrangement, India
can acquire dollars from Japan in
exchange for rupees.

The primary objective of this
IT corridor will be to facilitate
partnerships between Indian and
Japanese companies. Indian
companies with their command on
the software side can help Japanese
manufacturing companies adopt
digital transformation and helping
them create innovative product and
solutions lines.

Conversely, Japan can also seek
dollars from India in exchange for
yen. The arrangement will be used
only when required and will help meet
short-term liquidity mismatches. India
has taken several steps to contain its
current account deficit, which could
swell to an estimated 2.8 per cent of
GDP and is seen as the root cause of
rupee volatility.
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INTERVIEW

Indian car market poised to drive
past Germany
Bernhard Mattes is the President of the German Association of the Automotive Industry
(VDA) – a representative body for the country’s auto manufacturers and component
suppliers. In this interview with ‘India Global Business’, he addresses a range of issues
from the sluggish India-EU free trade agreement talks to the scope for Indian suppliers
to expand into the region.

W

hat is the kind of impact
you foresee Brexit having
on India-EU ties?

Brexit is a topic we are viewing
with great concern. The German
automotive industry is hoping for
a rational solution between the
European Union (EU) and the United
Kingdom. However, the EU and
Germany have the clear priority that
the other 27 member-states should
remain together.
The Customs Union and the single
market are success stories. For
the time after the transition phase,
practical solutions must be found.
Legal certainty and continuity in
all regulatory issues are important
prerequisites for developing
economic relations.
Currently, we are observing a shift in
the geopolitical framework. This will
14
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allow other EU trading partners, such
as India, to benefit from these current
trends, and expand their position as
reliable trading partners of the EU
and Germany. Free trade agreements
(FTA) are an important instrument in
this regard.

THE VDA HAS BEEN
PROMOTING THE
CONTINUATION OF
NEGOTIATIONS ON A
FREE TRADE AGREEMENT
BETWEEN THE EU AND
INDIA IN ORDER TO TAP
THE FULL POTENTIAL OF
MUTUAL TRADE.
Is the likelihood of an India-EU FTA
still on the cards?
The VDA has been promoting the

continuation of negotiations on a free
trade agreement between the EU and
India in order to tap the full potential
of mutual trade. To date, they have not
come to fruition and are more or less
on hold. From the outset, the VDA
has supported the removal of import
duties in the automotive sector;
even if this is associated with longer
transition periods.
The increases of import duties in
India at the beginning of this year
have affected both manufacturers
and suppliers and will affect them in
the foreseeable future, as almost all
companies have to import parts for
their production in India. They present
a sign in the wrong direction.
For India as well as Germany,
access to international markets is
an essential and strategic asset.
The EU and India should take into
consideration the advantages of a
fair FTA between two strong partners.

INTERVIEW
The VDA calls for a higher
planning reliability; the timing and
implementation of new reforms is
far too short to respond properly.
An example is the introduction of
the Goods and Services Tax (GST),
which had been modified very shortly
after its implementation.

Stable direct investments and free
trade are two sides of the same coin
and integral aspects of sustainable
business to everyone’s mutual benefit.
From the context of VDA, how do
German car manufacturers see the
Indian market?
The relationship with India is
significant for the German automotive
industry. German automotive
manufacturers have production
facilities in India. Automotive
suppliers, too, are represented with
production sites.
Our members see considerable
potential in India. Of the 1.3 billion
inhabitants, 54 per cent of the
population is younger than 30 years.
Likewise, India’s economy has
developed positively in the last few
years. The gross domestic product
of the world’s sixth-largest national
economy increased by 7.4 per cent in
2017 and industrial production rose
by almost 4 per-cent.
Further encouraging is the
development of the Indian passenger
car market. More than 3.2 million
cars were sold in 2017, almost 9
per cent more than in 2016. In our
forecast, we assume that in the
current year the Indian passenger
car market will expand by 9 per cent.
The Indian market is likely to surpass
the German market for the first time
in terms of volume. But the Indian
passenger car market still offers a lot
of room for growth. At a rate of only
25 cars per 1,000 inhabitants, the
number is still low by international
www.indiaincgroup.com

comparison. In Germany, for example,
there are 560 cars per 1,000
inhabitants.
What would you say to Indian
companies considering an
expansion into EU/Germany?
With regards to the automotive sector,
we can observe that Indian supplier
companies are well prepared for
entering the European and German
markets. For meeting European and
German quality expectations, the
observance of quality standards is
crucial. For the automotive market we
recommend to supplier companies to
get their staff certified by VDA quality
standards to improve their capability
to enter the German market.
Furthermore, we have made
successful experiences with the
collaboration in the trade fair sector.
We kindly invite Indian companies to
visit and exhibit at our annual Motor
Show IAA. The IAA provides a great
opportunity to increase the interaction
between global automotive OEMs
and suppliers.
With our automotive network, we also
provide a tool for companies who are
looking for new business partners.
Here, companies may present
products, locations, and events and
may search for cooperation partners
in finances, market, organisation and
technology.
Are some Indian policies still
hindering closer India-EU/IndiaGermany ties?

Additionally, India should take
steps towards the acceptance
of international standards and
the elimination of discriminatory
regulations. India has not yet
signed the UN Agreements of
1958 and 1998. This also leads to
own certification methods, which
hinder trade. The same applies
to Electric mobility: The charging
infrastructure and regulations should
be harmonised with European
norms. The VDA recommends the
Combined Charging System (CCS)
as the potential solution for Premium
Electric Vehicles & Busses. CCS will
be the global charging solution. A
harmonised infrastructure will improve
the situation for customers and
investors alike.
Is this a flagship sector of
collaboration between the two
regions?
India and the EU have strong
economic ties. According to the
United Nations Conference on Trade
and Development, more goods from
India were exported to the EU than
to the United States and China. The
increasingly close ties between the
two regions become apparent in the
trade of cars and auto parts.
In 2017, German suppliers delivered
parts and components worth €561
million to the Indian market. In return,
Indian suppliers exported parts worth
€218 million from India to Germany. With regards to cars, India even
has a trade surplus. India delivered
passenger cars worth 243 million
euros to the German market, while
Germany delivered cars worth €33
million to In passenger India. On the
one hand, this underlines India’s high
level of competitiveness; on the other
hand, this shows that both countries
profit from mutual trade.
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Can Saudi Arabia solve India’s oil conundrum?
by India Inc. Staff

I
Against the backdrop
of the Donald Trump
administration's Iran
sanctions, India must find
alternatives for its crude
oil needs fast.

16

November 2018

n the last few months, there
have been hectic parleys in the
diplomatic channels between
India and Saudi Arabia. The topic
is an obvious one — crude oil. The
decision by the Trump administration
in the US to unilaterally withdraw
from the Iran nuclear deal of 2015 in
May earlier this year and re-impose
sanctions on Tehran, and any country
that chooses to do business with it,
has left India particularly vulnerable.
With an annual crude production of
234 million tonnes in 2017, Iran is
the world’s fifth-largest oil producing
nation. India, which imports over 80
per cent of its crude oil requirement
every year and is the world's thirdlargest oil consumer, is Iran's biggest
customer for oil in the world after
China. In 2017-18, India imported 220
million metric tonnes of crude worth
$88 billion, a 25.5 per cent growth
over fiscal 2017. Iran was its secondbiggest supplier.

Deadline looms
As Trump’s November 5 deadline for
the sanctions beckons, India needs to
quickly curtail its dependence on Iran
but doing so on such a large scale is
easier said than done.
Already, the Indian oil market is
under pressure due to crude oil price
inflation and the depreciation of the
Indian Rupee against the Dollar. The
Indian basket for crude oil prices
have increased by 18 per cent from
October 2017 to October 2018 and the
resultant impact on both the national
exchequer and the purses of the
Indian population is already being felt.
The country can’t afford any external
disruption to its oil supply that would
increase the chaos in the domestic
market. This is where Saudi Arabia
steps in.
Saudi Arabia is one of the largest
producers of oil in the world. The
middle-eastern country pumped
9.95 million barrels of crude daily in
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August this year that was next only
to Russia in terms of sheer volume.
This is still significantly lower than
its terminal capacity, which itself is
being increased, but the country has
promised to ramp up its production
to fill in for the losses in Iran. The
following month in September, the
country increased its production by
50,000 barrels per day to a level of
10.53 million per day as offtake from
Iran started declining in anticipation of
the US sanctions.
It is hence imperative for India to
reach out to Saudi Arabia to at least
partially fill in for the 22 odd million
tonnes of crude that annually comes
from Iran. While it may be impossible
to bring imports from Iran down to
zero, as an aside India is also seeking
a waiver from the US. Private refiners
like Nayara Energy and Reliance
Industries plan to put a complete
halt to their imports in future. They
significantly cut imports in June.
To offset that, Reliance, along with
state refiners Hindustan Petroleum,
Bharat Petroleum and Mangalore
Refinery Petrochemicals, are looking
at an extra 1 million barrel of crude
each month from Saudi Arabia from
next month. That alone means 4
million barrels of crude per month
over and above what Saudi Arabia
supplies to India every year. There are
reports that India has actually sought
an even higher, 9 million extra barrels
of crude, every month. The Middle
Eastern nation has promised India
it would not be found wanting when
India would need more oil.
“We have the capacity. We have
invested tens of billions of dollars to
build spare capacity of 2-3 million
barrels per day over the years,” said
Saudi Arabia’s oil minister Khalid
al-Falih at India Energy Forum
recently. “We have seen sanctions
on Iran. These supply disruptions
need a shock absorber and the shock
absorber to a large extent has been
Saudi Arabia.”
Bilateral ties
Despite Saudi Arabia’s proximity to
Pakistan on cultural and religious
matters and its ambivalence on the
www.indiaincgroup.com

Kashmir issue, its bilateral ties with
India have always been positive.
Two-way trade during 2016-17 stood
at $25.79 billion. India’s imports from
Saudi Arabia reached $19.94 billion,
whereas exports to the kingdom stood
at $5.13 billion. In terms of global
exports of India, Saudi Arabia’s share
stood at 1.86 per cent during 2016-17,
while the kingdom was the source of
5.19 per cent of India’s global imports
during the period.
But can the world in general, and
India in particular, really rely on Saudi
Arabia to effectively fill in for Iran?
There is no certain or even a straight
answer to this. The massive reserve
of spare capacity in the deserts of
Saudi Arabia is the stuff of legend but
it has not been tested until now. For
now, officials in the desert country
believe they can produce upto 12.5
million barrels of crude oil per day
if required. Not everybody buys that
claim. Iran for one thinks there can be
no replacement for the quantity of oil
that it produces.

IT IS HENCE IMPERATIVE
FOR INDIA TO REACH OUT
TO SAUDI ARABIA TO AT
LEAST PARTIALLY FILL IN
FOR THE 22 ODD MILLION
TONNES OF CRUDE THAT
ANNUALLY COMES FROM
IRAN.
“Iran’s oil cannot be replaced by Saudi
Arabia nor any other country,” said
Iran’s oil minister Bijan Zanganeh.
“Any country that makes such claims
just wants to display its support for
US sanctions against Iran. What
the Saudis had been supplying the
market with were not from Riyadh’s
spare capacity but from tapping its oil
stocks. The price hike in the market
is the best evidence to state that the
market faces a supply shortage and it
is worried.”
As per Energy Information
Administration of the US the
total spare capacity at OPEC
(Organisation of Petroleum Exporting
Countries) a group of 15 of the
biggest oil producing countries of the

world, is set to average 1.49 mb/d
in the fourth quarter. This is already
low by historical standards within the
group that controls nearly half of all oil
produced in the world. EIA believes
OPEC spare capacity will fall to 1.19
mb/d by the fourth quarter of 2019.
This would suggest Saudi Arabia
does not really have much spare
capacity at its behest.
Quantity match
Historically, Saudi Arabia has never
produced crude to match the claims
of some of its officials. Even in 2016,
when the country was flooding the
global markets with its oil, it was still
only producing at less than 11 mb
per day. As such there are doubts like
those of Zanganeh whether it can
produce even at over 11 mb per day
as well.
Further, oil inventories controlled by
Saudi Arabia have also been falling
since 2015. It has exhausted around
100 million barrels over the past three
years, cutting its stockpiles from 330
million barrels in 2015 to 229 million
as of July 2018. This corroborates
Zanganeh’s charge that it cannot
produce as much as the world wants
and needs to dip into its inventories
for supplies. Al-Falih has countered
that they were topping up storage
facilities around the world in order to
serve customers to compensate for
Iranian supply but it is also, like its
claims on production, an
untested one.
“We are confident from day one that
there is no problem in the sourcing
of crude. There is plenty availability
of crude in different parts of the
world,” said India’s petroleum minister
Dharmendra Pradhan.
To strengthen its energy security in
future, India is planning to increase
its oil reserves equivalent to at least
87 days of net imports. Strategic
crude oil reserves are meant to
tackle emergency situations, allow a
country to tide over short-term supply
disruptions.
International Energy Agency (IEA)
members maintain emergency oil
reserves equivalent to at least 90
November 2018
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days of net imports. At a time of
growing uncertainty in global oil
markets, such reserves will help India
to manage supply and price risks as
part of its evolving energy security
architecture.
Road to self-sufficiency
India’s current storage capacity
comprises of 5.3 million tonnes built
at an investment of $600 million.
Construction of an additional 6.5mt
of strategic crude oil reserves at
Chandikhol in Odisha and Padur in
Karnataka was approved in June.
These facilities together will help
support 22 days of India’s crude oil
requirements. Domestic refiners also
maintain 65 days of crude storage,
taking the total tally to 87 days.
Bids to fill Padur strategic petroleum
reserves will be invited over the next
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few months. Not surprisingly the only
one to commit to this is Abu Dhabi
National Oil Co (Adnoc), the staterun oil company of the United Arab
Emirates (UAE).
Yet, building the storage capacity will
solve only one part of the problem.
India will still need to know to what
extent it can rely on Saudi Arabia for
oil on a sustainable basis. Despite
its efforts to reduce dependence on
oil and ramp up renewable energy
sources, its thirst for crude is not
going to come down anytime soon.
As per a report by OPEC from
September, India’s oil demand is
expected to rise by 5.8 million barrels
per day by 2040, accounting for about
40 per cent of the overall increase
in global demand during the period.
During the same period the global oil
demand will increase by 14.5 million

bpd from 2017 to 111.7 million bpd
in 2040.
“There have also been concerns
expressed by consumers with regard
to the outlook for supply, including
from some of our friends in India. As a
major consuming country, without the
stability it would be a huge challenge
for them to plan, let alone manage
the supply-demand dynamics in this
fast-growing economy. However, our
current view is that the market is
currently adequately supplied and
well-balanced,” said Mohammad
Sanusi Barkindo, Secretary General
at OPEC. “For 2019, there is the
potential for an imbalance, because of
larger growth in supply.”
That also happens to be the year
India goes to polls.
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The BRICS, their bank and beyond
by Jorge Heine

A strategic expert
traces the origins of
what brought Brazil,
Russia, India, China
and South Africa
together and what the
future holds for these
emerging economies
of the world.

N

ot too long ago, just about
when the BRICS – Brazil,
Russia, India, China, South
Africa – group started with their
first formal meetings and summits
(the first of which took place in
2009), the standard line in leading
Western publications was that this
was an artificial construct, made up
of disparate countries that had very
little, if anything, in common, and that
wouldn’t last. Why do they even meet,
it was said. Some of the member
countries are democracies, some
are not, it was argued. Some are
emerging powers, others are declining
ones, columnists wrote.
Particular animosity was reserved for
Russia’s membership. Why should
Russia be a member of a group made
up of some of the key rising powers
of the Global South when it is very
much a declining power (“a petrol
station masquerading as a country”,
in the memorable phrase of the late
Senator John McCain), economically,
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demographically and politically, and is
not even part of the Global South?

IT IS PECULIAR THAT AN
ACRONYM CONCOCTED BY
A BANKER TO SELL BONDS
ENDS UP CREATING ITS
OWN REALITY.

This takes us back to the very
origins of “the acronym that defined
the decade without a name”, i.e.
the 2000s. As it happens, the initial
acronym was coined by British banker
Jim O’Neill in 2001, then at Goldman
Sachs, and it was BRICs (it did not
include South Africa then). It identified
a number of countries with large
territories, significant populations,
natural resources and high (or
potentially high) growth rates. The
name hit a chord. And in a decade
book-ended in the North by 9/11 and

by the financial crisis of 2008-2009,
the rise of the two Asian giants
(China and India), growing at double
digits, Brazil’s boom under President
Lula da Silva, and Russia’s comeback
from the depths of its post-Soviet
crisis, soon meant that emerging
markets were all the rage and the
BRICs were placed front and centre.
Yes, it is peculiar that an acronym
concocted by a banker to sell bonds
ends up creating its own reality.
Such is the power of words (and
acronyms) in today’s world. But once
this comes into being, it develops
its own dynamic. With the debacle
created by the Wall Street-induced
Great Recession, the four original
BRICs started to meet in 2009, and
soon invited South Africa to join
them, partly as a result of the IBSA
Dialogue Forum, formed in 2003 by
India, Brazil and South Africa.
Not content with dealing with their
own development challenges, the
November 2018
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THE BRICS, UNDER THE LEADERSHIP OF BOTH CHINA AND INDIA, HAS LEFT BEHIND ITS
“TALK-SHOP” PHASE, AND STARTED ITS “INSTITUTION-BUILDING” ONE.
BRICS created a variety of working
groups and opined on various matters
under the sun. After the Fourth BRICS
Summit held in New Delhi in April of
2012, for example, the 50-paragraphlong communiqué addressed key
questions on the international
agenda, such as the crisis in Syria,
the stand-off with Iran and the IsraeliPalestinian conflict. Needless to say,
their perspective differed from the
one dominant in the West, leading
to denunciations of it as a mere talk
shop, bent on pontificating about
matters it had no mandate to do so.

were the countries conversant in the
management of international affairs,
not the parvenus from the Global
South, countries unaware of how
to deal with the serious business of
running the world. Amazingly, the
G7, that small group of North Atlantic
countries plus Japan, was heralded
as enjoying a comeback, and hailed
as a much more cosy, comfortable
and like-minded group than that
strange concoction gestated by the
financial crisis, the unwieldy and
much-too-large G20.

prominently China and India, that
have stepped up to the plate in
defence of globalisation. It is not
by happenstance that the keynote
addresses on that very subject at
the World Economic Forum in Davos
on 2017 and in 2018 were given,
respectively, by President Xi Jinping
and by Prime Minister Narendra Modi.
Moreover, in these years, the
BRICS, under the leadership of both
China and India, has left behind its
“talk-shop” phase, and started its
“institution-building” one.

Fast forward to the first half of 2016.
At that point, the conventional wisdom
in the leading international media
and in academia was a grudging
acceptance that, yes, the 2000s may
have been the decade of the BRICS,
of the emerging economies, but that
their time had come and gone. The
BRICS were as passé as yesterday’s
baguette, we were told. The illusion
of the “rise of the rest” had been as
artificial as the coinage of their very
acronym. By mid-2016, eight years
after the financial crisis, it was the
serious countries, meaning the North
Atlantic powers, the representatives
of Anglo- Saxon capitalism, i.e.,
the United States and the United
Kingdom, that were back in charge of
global economic governance. These

Well, that was then, this is now. We
know how that fairytale ended. The
liberal international order that lasted
for 70 years is now coming to an end,
dismantled by the very countries
which created it. The European
Union, the Paris Climate Accords,
the World Trade Organization and
the Trans Pacific Partnership have all
been shattered by the withdrawals or
threats to do so by those so-called
serious countries, that are ripping
apart the very gods they venerated
for more than half a century: a rulesbased order, multilateralism, the rule
of international law and international
collaboration on public goods.

Exhibit A of that is the New
Development Bank (the so-called
“BRICS bank”), established in 2015 in
Shanghai with a capital of $50 billion.
Led by Indian banker K.V. Kamath, by
late 2018 it had a staff of 120, and had
opened an Africa Regional Center in
Johannesburg. It also hit the ground
running. By late 2017, it met its target
of $2.5 billion in loans, a figure that
went up to 5.7 billion by late 2018,
and aims to reach between 10 and
15 billion dollars by 2021. Renewable
energy is a key focus.
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And, needless to say, it is
the emerging powers, most

As ‘The Economist’ has pointed out,
this means the NDB has made more
loans than its sister institution, the
Beijing-based Asian Investment and
Infrastructure Bank (AIIB), with which
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it is often compared, and which has
twice the paid-up capital. The NDB
has also been more adventurous,
striking out on its own, and exploring
the possibility of lending in local
currencies. Many of the concerns
that were expressed when the NDB
opened for business, that is, that it
would be a politically-driven, nonprofessionally-run entity, set up for
window-dressing by a diverse group
of emerging economies with little
in common and unable to agree on
much, let alone on running a jointlyowned bank, have so far proven
off-the-mark. In fact, a recent study
by Suchodolski and Demeulemeester
published in ‘Global Policy’
argues that “out of all multilateral
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development banks created in the
past decades, the NDB has the
largest potential to catalyse changes
in the Bretton Woods institutions and
grow as an alternative to them”.
There is little doubt that the
relationship between China and India
has a strong competitive element, and
that is unlikely to change. That said,
as the BRICS grouping in general,
and the NDB in particular, show,
when the two Asian giants join forces,
the sky is the limit in terms of what
they can do. At a time when the forces
of protectionism and isolationism hold
sway in the North, for the countries
of the Global South already finding
themselves at the receiving end of

their anti-globalisation and anti-free
trade policies, this is not a minor
matter.
There is a lesson there, for all those
who want to see it.

Jorge Heine is a Public
Policy Fellow at the Woodrow
Wilson International Center
for Scholars in Washington
DC. A former Chilean Cabinet
minister, he has also served
as ambassador to China, to
India and to South Africa.
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Himachal Pradesh:
Favoured by Gods and
industry
by India Inc.Staff

The northern Indian state of Himachal Pradesh,
which is often called the Land of the Gods, has,
in recent times attracted several big names
in Indian and global industry such as Nestle,
Statkraft, Adani, Ranbaxy and Dabur. A proactive
government, single-window clearances and easy
procedures are driving this rush of investments in
this hitherto agrarian state.

A

mid reports that a mega
investment summit in
Himachal Pradesh may
have to be postponed because it is
clashing with the winter session of
the state assembly and the upcoming
parliamentary elections in May next
year, the state is, nevertheless pulling
out all stops to attract investors not
only from India but also from
across Asia.
Solid economic base
The state, which is primarily known
in India for its scenic beauty, attracts
millions of tourists from India and
abroad. It is also known as the Fruit
Bowl of India.
Less well known is the giant strides
Himachal Pradesh has made in terms
of economic growth and industrial
development.
The state’s gross state domestic
product (GSDP, the state equivalent
of the better known GDP) has grown
at a compounded annual growth rate
(CAGR) of 11.48 per cent between
2011-12 and 2016-17, , according to
IBEF, which is well above the national
average. Himachal Pradesh, which
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recorded a per capita income of Rs
1,47,330, it is doing better than the
national average on this parameter
as well.
The main contributors to this growth
rate are the CAGR of 4 per cent,
7 per cent and 9 percent recorded
by the primary, secondary and
tertiary sectors, respectively. Further,
the contribution of the primary,
secondary and tertiary sectors to
the state’s gross value added were
16 per cent, 43 per cent and 41
per cent, respectively. In per capita
income terms, too, With a stable
political environment and a singleparty government, the state offers a
progressive business environment.
According to the 2011 census, the
overall literacy rate of the state was
around 82.8 per cent. This offers
investors a large pool skilled labour,
making it a favourable destination
for knowledge-based sectors. It also
has a large pool of semi-skilled and
unskilled labour.
Policy and fiscal incentives
The state offers a wide range of policy

and fiscal incentives for businesses
under the Industrial Policy, 2004. To
promote and incentivise industryled sustainable growth, Industrial
Policy 2013 was launched by the
state government. The state has
progressive and investor-friendly
policies catering to a variety of
sectors such as tourism, hydropower,
renewable energy, pharmaceuticals,
food processing, biotechnology, IT
and handicrafts, among others.
Another important aspect is the ease
of doing business, with a number
of reforms being undertaken on
single window clearances, easier
environmental and labour laws and
a trouble free industrial relations
scenario.
The state has constituted State
Level Single Window Clearance
& Monitoring Authority, which acts
as the apex body for facilitating
investments in the state.
Infrastructure in place
Himachal Pradesh, which is a hill
state in Northern India, is well
connected to the rest of India.
November 2018
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Connectivity within the state is also
well developed. It has a total road
length of 50,449 km, which includes
2,622 km of National Highways. It
also has a high teledensity of 133,
which means most residents have
more than one phone.
There are three airports in Himachal
Pradesh, in Shimla (Jubbarhatti),
Kullu (Bhuntar) and Kangra (Gaggal).
The state also has more than 60
helipads in operation that are used
by tour operators, businessmen and
government officials.
The two main cities in the state,
capital Shimla and Dharamshala,
where, incidentially, the Dalai Lama
resides, are being developed as
Smart Cities to improve urban
infrastructure available in the state.
Industrial development
Till the turn of the last century,
Himachal Pradesh was
predominantly an agrarian. Since
then, it has emerged as a preferred
manufacturing destination for
sectors such as pharmaceuticals,
biotechnology, FMCG, textiles,
light engineering and cement,
among others.
Himachal Pradesh is one of the
leading fruit and vegetable producing
states in the country providing it with
a high potential for the growth of the
food processing industry.
Because of scenic diversity, there is a
great potential for tourism with focus
on eco-tourism, adventure tourism
and spiritual tourism. According to the
Confederation of Indian Industry (CII),
it is working closely with the state
government on the theme Building
Competitive Himachal, for the
overall and inclusive development of
the state.
Himachal Pradesh also has abundant
water resources making it a leading
hydro power producing state in
India. It has a hydro power potential
of 27,436 MW (of which just under
5,000 MW has been harnessed.
Himachal Pradesh accounts for 25.9
per cent of the country’s total hydro
power potential. As of March 2016,
24
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all villages of Himachal Pradesh had
been electrified. Further, it has a
renewable energy potential of more
than 36,000 MW.
The state also has a rich heritage in
handicrafts. These include woollen
and pashmina shawls, carpets,
silver and metal ware, embroidered
chappals, grass shoes, Kangra and
Gompa style paintings, wood work,
horse-hair bangles, wooden and
metal utensils and various other
household items.
Himachal Pradesh, which is also
called Dev Bhumi or Land of Gods,
is famous for its topographic diversity
and pristine natural beauty. In 2016,
the state witnessed a total of 18.45
million tourists, of which 17.99 million
were domestic tourists and 0.45
million were foreigners.

WITH A STABLE
POLITICAL
ENVIRONMENT AND
A SINGLE-PARTY
GOVERNMENT, THE
STATE OFFERS A
PROGRESSIVE BUSINESS
ENVIRONMENT.
Investors are moving in
The state has attracted large
investments from several large Indian
and multinational companies.
The Adani Group, Nestle, Dabur,
Cremica, Ranbaxy Laboratories,
Dr Reddy’s Laboratories, Torrent
Pharmaceuticals, Morepen, JSW
Power, Statkraft and several other
Indian and multinational companies
have set up pharmaceutical, food
processing and hydropower ventures
in the state.
The Department of Environment,
Science & Technology (DEST),
Government of Himachal Pradesh,
proposes to develop a Biotechnology
Park (BTP) spread over an area of
35 acres at Aduwal in Solan under
PPP mode. The park will have a
biotechnology incubation centre
as well as a biotechnology
industrial cluster.

Nestle India has a factory in Tahliwal
in Una, produces its highly popular
Maggi noodles as well as a variety of
chocolates. Dabur, a leading Indian
consumer goods company, produces,
among other things, honey and
amla in Baddi.
Adani Agrifresh, a part of Adani
Enterprises, has set up three
controlled-atmosphere storage
units at Rampur, Sainj and Rohru
in Himachal Pradesh, with an
investment of $40 million and a
combined capacity of 18,000 tonnes
of apples per year. The subsidiary is
involved in the procurement, storage
and transportation of fresh fruits and
vegetables. The company directly
buys fruits from about 4,000 farmers.
Land remains a challenge
Himachal Pradesh’s bio-diversity
and fragile ecology, however, poses
a challenge as there is not enough
land to meet the requirements of its
industrial development.
There is a proposal before the
government to revive the plan to
develop a large area near the existing
Baddi-Barotiwala-Nalagarh (BBN)
region, which houses almost 90 per
cent of the state’s industries, as a
new industrial zone but an earlier
proposal along the same lines had to
be abandoned because of
environmental concerns.
The region has several factors
working in its favour – a good network
of roads and proximity to Chandigarh
being the two most important.
Bright future
The state has had political stability
over the last three decades. Politically,
it has a pattern of alternating between
BJP and Congress governments
every five years. Both parties have
provided stable governments, though
Congress governments of the past
have been mired in corruption
scandals. But this has not slowed the
pace of economic development.
This indicates that the state’s
economic future will remain bright for
years to come.

Creating lasting change in
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The International Solar Alliance: From
promise to action
by Kanika Chawla

A sector expert
highlights that the
Indian experience of
significantly driving
down solar prices
by offering a large
aggregated market
to manufacturers has
lessons that can yield
cost benefits to ISA
member countries too.

A

s countries around the world
prepare for the upcoming
climate negotiations in
Katowice in December 2018, much
of the focus will be on determining
a rulebook to action the agreement
reached in Paris in 2015. As
negotiators focus on the means to
realise the objective of limiting the
rise of temperature to well below
2 degrees Celsius, this is also an
opportune moment to assess the
impact of other initiatives designed
to aid the realisation of this goal.
One such critical initiative, led by the
governments of India and France, is
the International Solar Alliance (ISA).
First announced by Indian Prime
Minister Narendra Modi and then
French President, Francois Hollande,
on 30 November 2015, the ISA is
designed to be a platform to bring
together countries with rich solar
potential along with solar innovators,
26
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developers, and financiers. With
a specific focus on developing
countries, that are rich in solar
resource but limited by technology
and capital constraints, the ISA
aims to help countries scale up
the deployment of solar energy to
meet their energy needs. The value
proposition of the ISA is to create a
buyer’s market for solar, such that
aggregation of solar demand across
member countries can bring down
prices, facilitate the scaling up of
solar deployment, and encourage
collaborative innovation of fit-forpurpose solar applications.
The ISA became a treaty-based
international intergovernmental
organisation on December 6, 2017. It
currently has 70 signatory member
countries, of which 44 countries
have ratified the ISA Framework
Agreement. The founding conference
hosted in March 2018, and the recent

inaugural meeting of the ISA General
Assembly on October 3, 2018, set
a grand stage for the ISA to display
action that creates real value for its
member states. In order to do so,
the ISA has effectively recognised
five concrete areas of work. These
include scaling solar applications for
agricultural use; mobilising affordable
finance at scale; scaling solar minigrids; scaling solar rooftops; and
scaling solar e-mobility and storage.
However, there is little evidence of
action on the ground thus far.
In order to display action, the ISA
has prioritised the work programme
on scaling solar applications for
agricultural use, and mobilising
affordable finance at scale. Upon
closer inspection, the intent is clear.
Learning from the success of solarbased irrigation in India, the ISA
intends to aggregate demand for
solar pumps in member countries.

EXPERT VIEW
The Indian experience of significantly
driving down prices by offering a large
aggregated market to manufacturers
has lessons that can yield cost
benefits to ISA member countries
too. In order to do so, however, ISA
will need to create a global market
place, synchronise tendering and
procurement processes, and be
cognisant of the global manufacturing
value chain. The effort so far has been
directed towards requesting countries
to express demand. However, the
demand estimation has been left
up to member states. This remains
inaccurate in the absence of support
on means of assessment, financial
planning, and impact on agricultural
or power sector efficiencies resulting
from the adoption of solar irrigation.
Similarly, on the work programme on
mobilising affordable finance at scale,
the ISA has identified the urgent
need to increase the accessibility
and affordability of capital for solar
deployment. Member countries are
unable to realise their domestic solar
ambitions and potential due to limited
private capital flows into clean energy
projects. However, upon consultation
with financiers and investors, the
reasons for the limited flow are clear.
The risks plaguing the solar sector in
developing countries are prohibitive
for some investor categories. The risk
profile of solar projects is adversely
impacted by lack of political stability,
concerns around the financial health
of power utilities, the absence of
robust legal recourse mechanisms,
and currency fluctuations. A
comprehensive solution to address
non-project risks is a critical need in
emerging markets, that has largely
been left unaddressed due to its
limited incidence in more developed
economies.
In order to address these risks, and
provide investors with a pipeline of
bankable projects, the ISA appointed
a Taskforce of institutions, of which
CEEW served as the Secretariat.
The Task Force designed a onestop guarantee mechanism for ISA
member countries - the Common
Risk Mitigation Mechanism (CRMM).
The CRMM addresses political risk,
forex risk, and offtaker risk for solar
projects in solar resource-rich but
finance-constrained economies.
www.indiaincgroup.com

The mechanism pools
many risks across many
countries to significantly
lower the cost of
hedging for developing
countries. In principle,
this single mechanism
could create a pipeline
of investment-grade
projects. The offering of
the Task Force, under
the aegis of the ISA,
received validation at the
ISA Founding Ceremony
in March 2018. Since
then, efforts are
underway by the World
Bank and the ISA to operationalise
this instrument. However, for this
instrument to function effectively,
the ISA needs to support member
countries to develop robust policies
and regulations, build strong dispute
resolution mechanisms, and reduce
policy uncertainty to be able to cover
risk through such comprehensive
solutions at lower premiums.

THE VALUE PROPOSITION
OF THE ISA IS TO CREATE
A BUYER’S MARKET
FOR SOLAR, SUCH
THAT AGGREGATION OF
SOLAR DEMAND ACROSS
MEMBER COUNTRIES
CAN BRING DOWN
PRICES, FACILITATE
THE SCALING UP OF
SOLAR DEPLOYMENT,
AND ENCOURAGE
COLLABORATIVE
INNOVATION OF FITFOR-PURPOSE SOLAR
APPLICATIONS.
There are no silver bullets. In order to
support member states to accelerate
the pace of their energy transition,
with solar at the front, the ISA must
be strategic in its interventions.
It must not make the mistakes of
international institutions of the past.
Presented to prospective beneficiaries
as a nimble and lean institution,
with a focus on action, the time has
come for the ISA to deliver. If the first
year of the ISA was characterised

by several high level convenings of
its member states, let the coming
year be the year of implementation
of plans. In order to do so, the ISA
will have to focus on three pillars.
First, provide support to governments
for data-based policy making and
target setting. Second, facilitate the
creation of a truly global marketplace
– with aggregated demand such
that together member countries can
be price makers, rather than price
takers. Finally, aid capacity building of
financiers, investors, entrepreneurs,
and the sector at large.
The promise of the ISA is compelling.
It is what has brought the 70
signatories, and still counting, in
to the institution’s fold. However,
the institution continues to be little
understood but with member states
looking to it to display leadership.
Developing countries around the
world hope to replicate the rapid
advances India has made in scaling
solar energy. Whether ISA will be the
means to facilitate such South-South
cooperation and transfer of lessons
remains to be seen. The stakes are
high, with the world watching, hoping
that the ISA delivers – making the
energy transition in its member states
inevitable.

Kanika Chawla is Senior
Programme Lead at
the Council on Energy,
Environment and Water
(CEEW), an independent
not-for-profit policy research
institution.
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NEWS IN BRIEF

Global giants expand
India operations
Danube Home makes
India foray

D

ubai-headquartered Danube
Home, part of the Danube
Group, has forayed into
India’s home furnishings market from
Hyderabad by opening its first store.
The group with $1.3 billion revenue
last year has interests in property
development, building materials and
home furnishings.
The Danube Home store, spread
over 60,000 sq ft, is located in one
of India’s largest malls, Sarath City
Capital Mall in the Gachibouli region
of Hyderabad.
In all, Danube Home plans to invest
over $192 million (Rs 1,400 crore) in
India to set up 35 stores across the
country over 10 years, which includes
10 large format showrooms, a large
logistics hub, transport network and
associated facilities over next five
years involving Rs 400 crore ($55
million).

India’s infrastructure, retail and
automotive sectors were popular among
foreign investors in recent weeks.

Walmart India to open
47 more stores by 2022

W

almart India said it would
invest about $500 million
(about Rs 3,200 crore) to
open another 47 stores by 2022 to
take the total number of outlets
to 70.
Krish Iyer, President and CEO,
Walmart India, said that out of the
23 B2B Cash and Carry stores, 19
have achieved break even with over
a million members.
The global retail giant, which
opened its 23rd wholesale store in
Visakhapatnam this week, is in the
process of setting up a second store
in Visakhapatnam and discussions
are underway for land.

Schaeffler to invest
$137mn more in India

H

aving completed the merger
of Ina Bearings India
and LuK India with itself,
Schaeffler India, part of the German
automotive component group, has
committed to invest €120 million
(Rs 1,000 crore or $137 million) in
its Indian operations over the next
three years, as it aims to more than
double its business in India to over
€1 billion, or Rs 8,300 crore, in the
next five years.
Schaeffler expects to grow at a
much faster clip, with the market
shifting to advanced BS VI norms,
and new safety measures being
introduced in the next couple of
years. The firm is investing double of
what it did annually in the past, as it
seeks to get a larger foothold in the
Indian market.

Iyer said the company also has
plans to increase fulfilment centres
across the country.
Adel Sajan, Director, Danube Home,
said: “We are targeting the country’s
growing millennial population, middle
class, dual income group, and
upwardly mobile professionals which
comprises a huge market for us.
“The entry in India is a significant step
in our global expansion plan.”
The India foray of Danube Home
comes at a time when investment in
100 Smart Cities project is expected
to transform the infrastructure and
urban environment to a new level and
attract more skilled professionals.
www.indiaincgroup.com

Speaking about the Vizag store, he
said it occupies 56,000 sq ft and
has provided employment to 2,000
people directly and indirectly.
"This is now the fourth store in
Andhra Pradesh. We have a
plan to open another store in
Visakhapatnam. We are looking for
a site.”

The German group wants to have
a deeper engagement with car
makers with BS VI solutions for the
Indian market and has engaged in
discussions with car makers for their
global hybrid and electric vehicle
solutions for the Indian market.

Iyer said the current contribution of
private labels to overall sales was
in single digits and he expected it
to grow to about 20 per cent in the
next two to three years.

The new factory in Pune will
cater to existing demands of
engine, transmission and chassis
components, including the BS VI
requirements.
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REGION FOCUS

In Australia, we
know we are firmly
in the Asian century
Tania Rhodes-Taylor is the VicePrincipal of External Relations at
the University of Sydney. In this
interview, she offers an insight into
the institution’s recent comprehensive
partnership with Indian software
major Tech Mahindra and what it
means for India-Australia research
collaborations.

W

hat are the broad
contours of the
university’s pact with
Tech Mahindra?
Our comprehensive partnership with
Tech Mahindra, one of India’s leading
IT services company, will open up
two key areas of collaboration for the
University of Sydney.
For our academics, they will be able
to work on joint research projects
in areas like artificial intelligence,
machine learning, blockchain
technology, data analytics and
security and virtual reality. For
our students, they will have the
opportunity to get hands-on industry
experience and the use of Tech
Mahindra’s research facilities,
allowing our students to apply what
they are learning in the classroom
to a global company. We will also be
30
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providing executive education to staff
at Tech Mahindra.
The partnership with Tech Mahindra
is part of our wider strategy to provide
students with real-world experience
in industry and community through
the newly developed Industry and
Community Projects Units (ICPU).

THE AUSTRALIAN
GOVERNMENT HAS
INVESTED IN GROWING
OUR RELATIONSHIP
WITH INDIA THROUGH
THE AUSTRALIA-INDIA
STRATEGIC RESEARCH
FUND.
Earlier this year, as part of a revamp
of our undergraduate curriculum we

launched the first of the ICPUs to
provide units of study based around
authentic problems and issues
set out by industry, community
and government organisations.
Interdisciplinary groups of students
experience and contribute to realworld issues across a broad range of
areas including the arts, community
development, law, public service,
technology, farming, sustainability,
banking and health.
The initiative has been
enthusiastically received by both
industry and students, and to date
we have 1,000 students involved
35 projects. Because of the
overwhelming success of the units,
next year we will double the number
of places offered to our students to
2000, with the number of projects
increasing to 50 in Australia and
internationally.

REGION FOCUS
What would this mean for the
wider Australia-India research
collaboration? From an academic
point of view, how do you see
the India-Australia relationship
progressing?
In Australia, we know we are firmly
in the Asian century, with much of
the country’s economic and strategic
focus shifting towards Asia and South
Asia, presenting an extraordinarily
exciting future for us.

Wheat is the second most popular
crop in India, opening opportunities
for our researchers to collaborate
with agricultural partners. Professor
Richard Trethowan, from the Faculty
of Science, has had his work on
molecular wheat breeding cofunded by the Australian Centre for
International Agricultural Research
and the Indian Agricultural Research
Institute, with both countries agreeing
on the imperative to collaborate.

What are some of the areas of
focus?
Some of the key areas of
collaboration are in health, medicine,
environmental sciences and
agriculture. Our academics from the
Faculty of Medicine and Health are
working with colleagues in India at
the National Institute for Research in
Chennai on combating tuberculosis.
Our researchers in engineering and
IT are working with colleagues at
the Indian Institute of Technology
Bombay on quantum dots for sensing
and diagnosing diseases, as well as
targeted drug delivery and efficient
elimination of cancer cells.
www.indiaincgroup.com

Are there similar tie-ups the
university has with any other
Indian firms?
Tech Mahindra is the first of our
industry partnerships in India, an area
we are looking to grow significantly
and over the coming weeks, we will
have new partnerships in India to
announce.
Is there a job prospect for
students at Tech Mahindra
in-built into the programme in
some way?

The Australian government
has invested in growing
our relationship with
India through the
Australia-India Strategic
Research Fund. Started
in 2006, it is Australia’s
largest fund dedicated to
bilateral research. With
a commitment of more
than AUD 100 million from
the Australian and Indian
governments, it is clear the
value and importance both
governments place on the
bilateral relationship.
At the University of
Sydney, we currently have around 60
academics doing research in or about
India, our research collaborations
with Indian partners are growing and
we hope to accelerate that growth
over the coming years. We have
much to learn from our partners in
India and have signed the Indian
Institute of Technology Madras as a
strategic partner.

collaborations between Australian

There are no formal pathways
for our students to obtain
employment at Tech Mahindra,
however, we are able to
provide internships for our
undergraduate students and
research opportunities for our
PhD students as part of this
agreement.
Do you see this attracting
more Indian students
applying to the university as
well?

THE PARTNERSHIP
WITH TECH MAHINDRA
IS PART OF OUR WIDER
STRATEGY TO PROVIDE
STUDENTS WITH REALWORLD EXPERIENCE
IN INDUSTRY AND
COMMUNITY THROUGH
THE NEWLY DEVELOPED
INDUSTRY AND
COMMUNITY PROJECTS
UNITS (ICPU).
One of our recent initiatives to further
strengthen our engagement with
India was to appoint the inaugural
University of Sydney Visiting Chair in
Contemporary India, Professor Meena
Gopal from the Tata Institute of
Social Sciences. She will be involved
in activities that will enhance the
University community’s understanding
of Indian culture, economics,
government, history, languages or
politics, and nurture future academic

We currently have more than
300 international students from
India studying at the University of
Sydney, the majority of students
are undertaking degrees in IT,
engineering and business.
We believe the new ICPUs and
agreements with leading technology
companies like Tech Mahindra will
be attractive for all students, as they
give them the opportunity to work on
authentic problems and issues set
out by industry. Some of the projects
our students are working on include
looking at a new business model
for Airbnb, investigating artificial
intelligence with Westpac, examining
the future of Sydney precincts with
PwC and understanding the impact of
autonomous vehicles with Accenture.
These projects bring students from
a range of disciplinary backgrounds
together to research, analyse and
present solutions to real world
problems. We are equipping our
students with the skills they need for
the jobs of the future.
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BIRD’S EYE VIEW

India-UK: Seeking convergence on international
and regional security
by Rahul Roy-Chaudhury
Our strategic expert believes a transformative bilateral relationship between India and
Britain will require greater convergence on issues of mutual concern.
International cooperation
In my evidence to the inquiry,
I, therefore, argued that:
“We have seen the focus of
India-UK bilateral relations
on trade, investment and
visas. As we go into the next
few years… shared interests
and convergence will not
necessarily be in those three
areas, but in broader regional
and international affairs,
whether on issues of counterterrorism, cyber-security,
or the Indian Ocean and
maritime security.

L

ast month (October 9) I appeared before
the House of Commons’ Foreign Affairs
Committee for its major new inquiry on
‘Global Britain and India’. My co-panellist was
Sir James Bevan, the most recent former British
High Commissioner to India. The enquiry seeks
to identify opportunities for greater cooperation
between the two countries. Chaired by Tom
Tugendhat, the Committee includes stalwarts on
India like Priti Patel and Mike Gapes.
The inquiry is important in view of the
uncertainties of Brexit and its impact on
relations with India. The momentum in relations
planned by Prime Ministers Narendra Modi and
David Cameron in November 2015 was lost
with the Brexit referendum in June 2016. As a
result, irritants in the bilateral relationship are
magnified at the cost of prospective cooperation.
This was most notable during the tearing down
of the Indian flag during Prime Minister Modi’s
visit to the UK last April, the large anti-India
demonstration by Sikh activists in Trafalgar
Square in August 2018 and the presence in the
UK of Indian fugitives from law.
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“Those areas are becoming
much more important to the
Modi government in India.
Those are the areas that
will build on the strategic
relationship between the two
countries. I think it is very
important to move towards
looking at those areas as
a multi-layered deeper
relationship between the
two countries…”
I strongly believe that these
issues, along with defence,
can provide energy and
enthusiasm – while regaining
the momentum – towards a
renewed bilateral strategic
partnership. But, it will not
be easy.
Since November 2015, a
formal bilateral Defence
and International Security
Partnership (DISP) is in
place with an emphasis on
strengthening cyber security,
counter-terrorism and
maritime security. The UK has
been able to prevent terror
attacks on India; it is New

Delhi’s favoured partner on
cyber security; and bilateral
defence and military-tomilitary ties are strengthening.
The UK has been at the
forefront, along with the US,
France and Germany, on the
Financial Action Task Force,
placing Pakistan in the ‘grey
list’ unless it takes action
against the funding and
money laundering of extremist
groups on its territory.
The UK has also been an
early supporter of India’s
membership of an expanded
UN Security Council. And,
both countries have agreed
to deepen cooperation on
the Commonwealth, whose
Summit in April 2019 Prime
Minister Modi attended
because it was held in the UK.
Key divergences
However, India’s security
establishment feels that the
UK is not as forthcoming on
condemning cross-border
terrorism against India as
other countries, most notably
France, perhaps, owing to
sensitivities in relation to
Pakistan and its diaspora in
the UK. Major arms deals
between the two countries
have not taken place.
However, the most potent
divergence, currently, is over
the Novichok nerve agent
attack on the former Russian
double agent Skripal and his
daughter Yulia in the UK and
the subsequent death of a
British national in June 2018.
Although India condemned
the use of chemical
weapons, it voted against a

BIRD’S EYE VIEW
subsequent UK-backed proposal in
the Organisation for the Prohibition
of Chemical Weapons (OPCW) on
‘Addressing the Threat from Chemical
Weapons Use’. India clarified that
its vote was based on ‘technical’
reasons, making it clear it would not
like to take sides on this issue in
political terms.
Another key difference is over Diego
Garcia, a British island territory in the
Indian Ocean, leased to the US since
1966. In a recent advisory ruling of
the International Court of Justice on
the legal status of the UK exercising
sovereignty over the Chagos
archipelago (of which Diego Garcia
is its largest island), India sided with
Mauritius against the UK.
Finally, there need to be bilateral
consultations on South Asian
security issues, especially in terms
of the Afghan government’s ongoing
reconciliation process with the
Taliban, the new government of Prime
Minister Imran Khan in Pakistan, the
forthcoming elections in Bangladesh
and the political stability of Sri Lanka
and Nepal. There also need to be
bilateral discussions on advancing the
Commonwealth agenda.
Enhancing Indian Ocean
cooperation
Nonetheless, there are new potential
and prospective areas of India-UK
convergence in international affairs at
a time when the two countries host
the other’s largest diplomatic
missions worldwide.
Firstly, on enhancing Indian Ocean
cooperation. It is well-known that
the Indian Ocean is part of India’s
“extended neighbourhood”, where
it has strong security, political and
economic interests as well as military
capabilities. What is less well-known
is that the UK also has key interests
in the Indian Ocean, with 80 per
cent of natural gas imports passing
through its sea lanes. The UK is
reopening its naval base in Bahrain
which will increase its ability to supply
naval assets into the Indian Ocean;
it plays a leading role in the EU’s
naval mission to suppress piracy
off the Somali coast; and is a major
contributor to the combined maritime
www.indiaincgroup.com

task forces in the
western
Indian Ocean.
India-UK naval
cooperation
therefore needs
to be bolstered,
bilateral naval
exercises enhanced
and multilateral
naval exercises
encouraged. The
recent presidential
election results in the
Maldives highlighted
the ability of both
countries to work together to ensure
and strengthen democracy.

INDIA’S SECURITY
ESTABLISHMENT FEELS
THAT THE UK IS NOT
AS FORTHCOMING ON
CONDEMNING CROSSBORDER TERRORISM
AGAINST INDIA AS
OTHER COUNTRIES,
MOST NOTABLY FRANCE,
PERHAPS, OWING
TO SENSITIVITIES IN
RELATION TO PAKISTAN
AND ITS DIASPORA IN
THE UK.
Encouraging a rules-based order
Secondly, India is aware that its rise
as a major global and economic
power can take place only through
a rules-based international order.
Therefore, despite traditional
reluctance to do so, Modi forcefully
articulated this in his first speech on
the Indo-Pacific at the IISS ShangriLa dialogue in Singapore last June.
He stated that rules and norms were
to be based on “the consent of all, not
on the power of the few” and that they
“must equally apply to all individually
as well as to the global commons”.
He also emphasised freedom of
navigation and overflights, and the
peaceful settlement of disputes in
accordance with international law. At
the same time, India seeks, through
membership of an expanded UN
Security Council, a role in shaping

these rules in accordance with the
changes that have taken place in the
international order in the past
seventy years.
The UK has, of course, long
advocated respect for international
rules, an international rule-based
system including the law of the sea
and freedom of navigation, as well
as the principles of openness and
inclusivity. Both countries could use
these principles of international law
to enhance bilateral and regional
cooperation.
In this regard, the UK and India
agree that Chinese investments in
infrastructure projects overseas need
to meet international standards on
transparency and good governance,
even though they differ on its mega
Belt and Road Initiative (BRI). While
India opposes its flagship ChinaPakistan Economic Corridor (CPEC),
on the basis that it is part of the
BRI and traverses through the
disputed Kashmir region, the UK
supports CPEC but not investment in
disputed territories.
As India looks towards the future
rather than the past, a “transactional”
bilateral relationship with the UK
becomes more important to India than
their “shared history”. But, to seek a
“transformative” bilateral relationship.
there will need to be greater
convergences on issues of concern
to each other on both regional and
Rahul Roy-Chaudhury is Senior
international affairs.
Fellow for South Asia at the
International Institute for Strategic
Studies (IISS) in London.
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Peru reaches out to Indian companies
by César Martín Peñaranda Luna
An investment promotion expert for the South American country highlights why
a free trade agreement with India will prove beneficial to both economies.

P

eru has an investment grade
rating, the second highest in
Latin America, from the three
main agencies (S&P, Moodys and
Fitch) and has managed to break
the common false dichotomy that
high growth tends to accompany
inflationary pressures by presenting
the highest economic growth and
lowest inflation rates in the region
over the last two decades.
In particular, growth has been
impressive with a constant annual
growth rate of over 6 per cent in the
last 15 years. Furthermore, Peru
offers a favourable legal framework for
foreign investment, which includes:
·

·

Non-discriminatory treatment:
Foreign investors receive
the same treatment as local
investors
Unrestrictive access to most
economic sectors

www.indiaincgroup.com

·
·
·
·
·
·
·

Free transfer of capital
Free competition
Guarantee for Private Property
Freedom to purchase stocks
from locals.
Freedom to access internal
and external credit.
Access to international
disputes settlement
mechanism
Peru participates in the
Investment Committee of the
Organisation for Economic
Cooperation and Development
(OECD). It promotes the
implementation of the
Guidelines for Multinational
Enterprises.

The system that works
The public-private-partnership (PPP)
method for investment projects has
been largely studied and approved by
both the public and the private sector
worldwide. Among other, some of the

reasons ProInversion chooses the
PPP method are:
·

·
·
·

Using private sector technology
and innovation as well as
operational efficiency for the
public sector.
Private sector more often
delivers projects on time and
within budget
Transfer of risks to the private
sector
Utilising PPPs as a way
of developing local private
sector capabilities through
joint ventures with large
international firms

Furthermore, studies find that the
P3 approach can reduce life cycle
cost up to 20 per cent compared with
the traditional approach. Moreover,
according to a study by the UK Audit
Office, a reduction of 70 per cent of
project budget overrun counts and 65
November 2018
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per cent reduction in project schedule
overruns deploying a P3 model.
Countries such as Canada, Australia
and the US have been using the PPP
model for various years now with
great success. The Canadian model
of PPP is considered one of the most
successful in the world. For Canada,
it takes an average of 16 months from
the release of tenders to financial
closure of a project, compared to 17
months for Australia and 34 months
in the UK.
How the magic is done
ProInversión receives mandates
from government ministries working
across a variety of sectors. The board
of directors – which comprises the
Ministry of Finance, the Ministry of
Energy, Mining and Hydrocarbons,
and the Ministry of Transport and
Communications – then approves
projects by selecting and prioritising
those that will help reduce the
national infrastructure gap most
effectively. Projects are also judged
on their compatibility with the PPP
model. ProInversión is currently
prioritising projects in the transport
sector, as well as in water and
sanitation. Here at ProInversión,
we are extremely proud of all the
projects that have been completed
successfully to date, especially
as they have benefitted a variety
of sectors. I want to highlight the
$263-million wastewater treatment
system in the Lake Titicaca basin,
which recently won a prestigious
international award for its efforts to
clean such a symbolic natural asset
in one of the poorest regions of
Peru. Further, the Michiquillay mining
project – a $2.5-billion asset-based
landmark awarded at the beginning
of the year – has been highlighted as
an example of how projects should be
integrated within local communities.
The use of the PPP method to
fund infrastructure projects has
received support from public and
private organisations around the
world and is used by ProInversión
for several reasons. Importantly, it
allows the public sector to benefit
from advantages usually associated
with privately funded projects. For
36
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example, PPPs grant public projects
access to private sector technology,
R&D and operational efficiency,
while also transferring some of the
risk. The private sector, meanwhile,
benefits from the support of large
international´firms, further developing
its capabilities.
Centre of excellence
At ProInversión, we believe that
having the best possible advisors in
place is vital. The involvement of a
highly skilled transaction advisor for
each project can be directly linked to
the quality of a project’s structuring,
profitability and overall success. We
strive to bring projects of the highest
quality to market. As formulation is
key to achieving this, we are in the
process of consolidating this phase
of every project. In addition, we are
currently carrying out international
public auctions with high technical
requirements – this way, we can
ensure advisors have the experience
needed for the sector in question.

ALTHOUGH SEVERAL
INDIAN COMPANIES
HAVE INVESTMENTS
IN PERU'S MINING
SECTOR, WE LOOK
FORWARD FOR THE BIG
INDIAN COMPANIES TO
ESTABLISH RELATIONS
WITH PROINVERSIÓN.
All our efforts are directed towards
becoming a centre of excellence.
At Proinversión, we promote private
investment, which goes hand-in-hand
with a strong commercial strategy.
By doing so, we can bring key
infrastructure players to each sector,
as well as strengthen policies to
eliminate barriers that investors may
otherwise face. While we currently
only have a mandate to carry out
the structuring and transaction of
a project, we are keen to begin
supporting grantor entities during
the formulation phase of their
projects too.
What´s to come
There is a particularly interesting
pipeline for what´s missing of 2018

and 2019-2020. Set to be around
$8.4 billion, there are projects in
many sectors such as Transportation
(railways, ports, airports, highways),
Hydrocarbons, Health, Water and
Sanitation and Mining.
One of the projects is the new natural
gas grid system, stretching across the
Apurímac, Ayacucho, Huancavelica,
Junín, Cusco, Puno and Ucayali
regions. Set to cost $400 million,
the project is due to be awarded
in the first quarter of 2019. During
the first quarter of 2019, another
significant project will be awarded:
the Huancayo-Huancavelica railway,
an exciting new development with an
estimated investment value of $235
million. For the second semester of
2019 the Headworks and Conduction
for the Drinking Water Supply in Lima,
a $700 million water and sanitation
project in the Peruvian capital, will be
one of the most attractive projects.
The pipeline could very well surpass
a total amount of $20 billion, as
we will be opening a co-financed
unsolicited proposal window in the
transportation sector in the next few
months, as well as will be receiving
new mandates for new projects.
India and Peru
Peru and India are in rounds
of negotiations for a free trade
agreement (FTA). As ProInversión, we
are part of the investment section of
the treaty. This will generate a great
benefit to both the Peruvian and the
Indian economy.
Although several Indian companies
have investments in Peru’s mining
sector, we look forward to the big
Indian companies establishing
relations with ProInversión, as we
believe their expertise in many
sectors such as transportation and
water and sanitation may benefit the
projects overall.

César Martín Peñaranda Luna is
the Director for Investor Services
at ProInversión, an investment
promotion agency for Peru.
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Essential health service coverage is
improving in India
Dr Poonam Khetrapal Singh is the World Health Organisation’s (WHO) Regional Director
for South-East Asia. In this interview, she talks through her mission to combat health
inequalities, the role of the private sector in tackling challenges in the sector and some
key milestones as a Global Indian.

W

hat are some of the
milestones in your
mission to combat health
inequalities in the region?
WHO South-East Asia Region is
central to global health with over a
quarter of the world’s population and
an even greater share of the world’s
disease. When I took over as the
Regional Director in 2014, I identified
universal health coverage as one of
my flagship priority programmes. The
focus was on strengthening health
workforce and essential medicines.
The reason being almost half of the
South-East Asia Region’s population
lacks access to essential health
services. At least 65 million people
are impoverished because of
health spending, with medicines
being the leading cause of out-ofpocket payments.
38
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Universal health coverage means
access to quality health services
for everyone everywhere, when
and where they need them, without
suffering financial hardship. Over the
years, and with accelerated efforts
in recent times, essential health
services coverage has improved in all
of the Region’s 11 member-countries.
These services are now increasingly
covering disadvantaged groups and
addressing inequity. For example,
maternal and child health services
have expanded and improved
considerably. Institutional delivery in
the region has increased by 78 per
cent in the last decade and antenatal
care coverage for four visits has gone
up from 42 per cent in 2005 to 74 per
cent in 2016. These and other efforts
have led to a 70 per cent decline in
under-five mortality rate between
1990 and 2017 and a 60 per cent

decline in newborn mortality. With
improved services, in 2016 the Region
achieved elimination of maternal and
neonatal tetanus, becoming only the
second WHO Region to do so.
With enhanced services, diseases
that plagued the poor, caused death,
disability and burdened them with
hospital expenses, are now being
eliminated. Four countries – Bhutan,
Maldives, DPR Korea and TimorLeste have eliminated measles
and six countries have achieved
rubella control. There has been
significant progress against neglected
tropical diseases, which have truly
been diseases of the poor and the
neglected. India has eliminated
yaws; Maldives, Sri Lanka and
Thailand have eliminated lymphatic
filariasis. Sri Lanka and Maldives
have eliminated malaria. Thailand has

GLOBAL INDIAN
become the first country in Asia and
second globally to eliminate motherto-child transmission of HIV and
syphilis, following focused efforts to
reach the most vulnerable population
such as the migrants. The significance
of the Region’s polio-free certification
in 2014 cannot be overstated, which is
another example of combating health
inequality. The success against polio
followed concerted efforts to reach
the unreached, the underserved and
the marginalised population. The
lessons from polio are now guiding
other health initiatives in the Region,
including routine immunisation
programme.
These are just a few of the milestones
that the Region has achieved in its
quest to bridge health inequities,
which are in sync with the global
Sustainable Development
Goals 2030.
What is the kind of impact
organisations like WHO can
achieve through inter-country
cooperation?
Diseases don’t follow geographic
boundaries and hence countries
around the world must work together
to combat them. If not for intercountry cooperation, achieving any
health target would be impossible.
Cooperation among countries helps
share knowledge and best practices.
And WHO plays the role of a catalyst.
Globally, the International Health
Regulation binds 196 countries across
the globe to help the international
community prevent and respond to
acute public health risks that have
the potential to cross borders and
threaten people worldwide. In WHO
South-East Asia Region, countries
have information sharing platforms
on many issues such as malaria;
and have synchronised immunisation
drives for polio and measles.
WHO facilitates cooperation among
countries around their shared
challenges and concerns to achieve
public health solutions. These
exchanges have the potential to
impact sub-regional and regional
integration processes as well as
global health policy debates.
www.indiaincgroup.com

What are the big health-related
challenges that you feel a
country like India is successfully
addressing?

to diarrheal diseases and protein
energy malnutrition since the country
launched the Swachch Bharat
Mission in 2014.

India has shown great progress
in several key health areas and
its commitment to advancing the
health for all agenda is promising.
India’s ambitious plans through
the expansion of health protection
schemes such as Ayushman Bharat,
and commitments to significantly
increasing health spending as a
proportion of GDP, are great initiatives
in the right direction towards ensuring
better outcomes for its 1.3 billion
population.

India’s efforts towards TB elimination
is also commendable. Implementing
National Strategic Plan for TB
through key policy decisions,
such as mandatory notification of
all TB cases, patient centric and
community led response, making
newer diagnostics and drugs for
drug resistant TB accessible, will I
believe go a long way in reducing the
regional burden of the disease. At
the End TB Summit earlier this year,
India also expressed its willingness
to support neighbouring and regional
countries in filling gaps in access to
TB medicines, diagnostic tests or
technical expertise.

DISEASES DON’T
FOLLOW GEOGRAPHIC
BOUNDARIES AND
HENCE COUNTRIES
AROUND THE WORLD
MUST WORK TOGETHER
TO COMBAT THEM.
Essential health service coverage is
improving in India, so is accessibility
and affordability of medicine. The
progress made in reducing child
deaths and maternal mortality
deserves special mention. Between
2012 and 2017, India’s under-five
mortality has fallen from 22 per
cent to 18 per, outpacing the global
decline. Maternal mortality has
decreased by 77 per cent between
1990 and 2016, putting India on
track to achieve the Sustainable
Development Goal (SDG) targets
for MMR. Access to quality health
services, government schemes
aiding institutional deliveries,
enhancing vaccination coverage
of pregnant woman and children,
expanding reach of diarrhea and
pneumonia management and higher
rates of literacy among women are
some of the factors that have enabled
this progress.
India’s commitment to accelerate
coverage of safe sanitation services
which, assuming 100 per cent
coverage is achieved by 2019, could
avert up to 300,000 deaths due

Finally, there a concerted push
towards disease elimination and
prevention through immunisation.
India has made great strides in efforts
towards increasing immunisation
coverage through Mission
Indradhanush, and introducing
new vaccines into its universal
immunisation programme. The Hib
containing pentavalent vaccine and
the PCV against pneumococcal
disease, are both going to play a
significant role in protecting Indian
children against the leading infectious
cause of death among childrenpneumonia. With a focus on measles
elimination through the MeaslesRubella immunisation campaign, I am
hopeful that India will be able to meet
the regional health targets and make
a significant impact to the global
progress towards SDGs.
What are some of the steps
towards realising your mission to
articulate a strong regional voice in
the global health agenda?
What happens in the South-East Asia
Region matters – so much so that our
success or failure will prove decisive
in the world’s effort to achieve the
Sustainable Development Goals and
the ambition they represent.
A small success here can transform
the lives of millions of people. Over
November 2018
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the past few years, the Region has
emerged as the top performer in the
organisation globally and this has
been possible through building a
strong, result based and responsive
regional office that gives cutting edge
advice, and member-states who have
made significant achievements in all
the flagship priorities. The countries
have taken notable steps towards
protecting and improving the health
of their people and they continue to
learn from one another. The memberstates document and adopt good
practices to fit their needs, noting
what went right and how it can be
replicated next time. They assess
risks and hazards and pass this
information on to communities and
leaders across the region. Through
this they improve their ability to face
and overcome adversity and avoid
repeating mistakes. And in doing
so they will create a healthier, more
resilient South-East Asia Region,
ultimately contributing to the global
health agenda.
How do you see the role of private
sector investments impacting the
health agenda in the region?
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In an era of dwindling international
development aid, private sector
investments play an important role
in driving the health agenda. From
strengthening health systems,
including support for provision of
healthcare services through Public
Private Partnership, manufacture
of drugs, vaccines and diagnostics,
the private sector has contributed
to better health outcomes for the
rich and wealthy as well as the
unprivileged and underserved.
How would you say being a Global
Indian influences your mission?
It is a privilege for me to be the first
woman to be elected as the Regional
Director of WHO South-East Asia.
That the member-countries of a
Region, that represent a fourth of the
global population, have elected me
twice, to lead and drive health
agenda for billions of people, is
indeed an honour.
India certainly has its own challenges,
but it is my rich experience
working in the country as an Indian
Administrative Service officer, that

has enabled me to take on global
duties and challenges. My role in
delivering WHO’s mission to ensure
better health and well-being, better
protection from health emergencies
and universal health coverage, gives
me a platform to be able to positively
impact lives of the most vulnerable
and marginalised population.
One feels that the issues will be
different at various levels, at the
country level, regionally and globally,
but they are not. The challenges are
on a larger scale in the Region, but
the basic issues are the same be
it communicable diseases, noncommunicable diseases, maternal
health, children’s health, gender,
reproductive health. Of course, there
are variations among countries with
each having their unique struggles,
but I think the meaning of being
a Global Indian lies in realising
the linkages and drawing from
related experiences to impact the
international health agenda.
where six years ago our organisation,
FrankfurtRheinMain GmbH decided
to locate the FrankfurtRheinMain
India representation office.
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Maldives offers itself as a solution to a 'brewing
India-China cold war'
As Mohamed Nasheed makes a
somewhat triumphant return from
exile to the Maldives, the former
President and democracy champion
vows not to play India and China
against one another.
by India Inc. Staff

T

he former President of the
Maldives, Mohamed Nasheed,
sees the island nation as a
“solution” to South Asia’s security
issues and what he describes as a
“brewing cold war” between the two
major powers of the region – India
and China.
In an address just before he left
his base while in exile in London,
the founder-member of the recently
victorious Opposition Maldivian
Democratic Party (MDP) in the
country’s presidential elections
described India as a friendly country
which can help solve a lot of issues
for the beleaguered nation.
“There is a cold war brewing between
India and China. In my view, Maldives
can be part of the solution in the
region. Any attempt to play one
against the other would be silly and
very outdated politics,” said Nasheed,
addressing an event titled ‘Defending
Democracy from Exile: The Maldives
Opposition 2012-2018’ at the South
Asia Institute of the School of
Oriental and African Studies (SOAS)
in London.
“We occupy the most navigable parts
of the Indian Ocean. We are not a
small country, we are big ocean state.
We are 1,000-km from north to south.
Our territory is bigger than Saudi
Arabia. We have been traditionally
Indian friends,” he said.
42
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Nasheed was jailed in the Maldives
to 13 years in March 2015 in a case
deemed to be politically-motivated
and was granted political asylum in
the UK in January 2016 after being
allowed to travel there for medical
reasons. He had earlier urged Indian
intervention to ensure free and fair
elections in the Maldives, which
last month resulted in the defeat
of President Abdulla Yameen’s
Progressive Party of Maldives (PPM)
and threw up a victory, by 58.4 per
cent of the vote, for Opposition MDP’s
Ibrahim Mohamed Solih.

IT’S TIME FOR ME TO
GO HOME BECAUSE
FAR AWAY, ACROSS
THE INDIAN OCEAN AND
OVER THE MALDIVES,
THE SUN IS AGAIN
SHINING.

“I didn’t ask for military intervention.
I asked for an Indian official backed
by its military to go there and sort it
out. There are instances when higher
officials can go into other countries
and speak. That would have solved
many issues at that time. It can still
solve a lot of issues,” said Nasheed,
while welcoming the outcome of
the polls.

“The election results were so
overwhelming on our side. We all
know that when people come out and
speak, President Yameen cannot go
on. He dropped the catch when he
couldn’t fix the election,” he said.
In October, Yameen’s party lost a
Supreme Court petition calling for
the annulment of the September 23
election results. As Nasheed makes
a return to the Maldives in November,
he remains confident about the future.
“For me, home is within you. You
always carry it in your heart. For the
past two years, my home has been
here in London. Now, I must take
leave. It’s time for me to go home
because far away, across the Indian
Ocean and over the Maldives, the sun
is again shining,” he said.
And things certainly seem to be
moving in the right direction for
the country as the Supreme Court
recently stayed the exiled former
President’s 13-year jail sentence on
terrorism charges, allowing him
to return.
The newly-elected President, Ibrahim
Mohamed Solih, a close ally of
Nasheed, and together they hope to
bring the tropical archipelago back
from the depths of political upheaval
since a state of emergency was
imposed by former President Yameen.

BEYOND THE HEADLINES

“THERE IS A COLD WAR BREWING BETWEEN INDIA AND CHINA. IN MY VIEW, MALDIVES
CAN BE PART OF THE SOLUTION IN THE REGION. ANY ATTEMPT TO PLAY ONE AGAINST
THE OTHER WOULD BE SILLY AND VERY OUTDATED POLITICS".

India, located just 400 km from
Maldives, played a crucial role in
manoeuvring things in the region
back to some form of stability and has
since welcomed the election results.
“This election marks not only the
triumph of democratic forces in
the Maldives, but also reflects the
firm commitment to the values of
democracy and the rule of law,"
India’s Ministry of External Affairs said
in a statement.

in Indian quarters, given China’s
growing influence in Maldives
under the previous regime headed
by Yameen.

The latest developments in the region
no doubt comes as some relief

In his election campaign speeches,
Solih made many references to the

www.indiaincgroup.com

The Maldives received significant
grants and loans from China's Belt
and Road Initiative, but that move in
itself has proved controversial due
to heavy debt burden of the largely
tourism-reliant economy of the
archipelago.

Chinese “debt trap”, and described
Chinese development projects in the
country as “land grab”. This would
give India hope that some of the
major Chinese investments in
the region may be reviewed and,
preferably, halted.
The next big event in the Maldivian
political calendar is the parliamentary
election next year and India will be
hoping that it throws up a stable
and India-friendly government in its
immediate neighbourhood.

November 2018

43

NEWS IN BRIEF

Indian firms on
acquisition spree
TCS acquires Londonbased W12 Studios

I

From tech and tourism to wellness,
companies set their sights on a
wider arena.

Thomas Cook India
starts US operations

nfotech (IT) firm Tata Consultancy
Services (TCS) said in a
statement it has acquired Londonbased digital design company W12
Studios for an undisclosed sum,
marking its first digital acquisition.
W12 Studios will be a part of TCS
Interactive, which is the digital division
of the IT service provider’s business
and technology services unit.
Krishnan Ramanujam, President,
Business and Technology Services,
TCS, said: “With its bold, provocative
and visionary approach to design,
W12 Studios adds to TCS Interactive’s
portfolio of services as it helps the
world’s leading brands innovate,
create and deliver unique digital
experiences across the entire user
journey.”

W12 Studios, founded in 2012 by
Fabian Birgfeld and Michael Albers,
will retain its current name, branding
and location in London's historic
Metropolitan Wharf in Wapping. The
duo will continue to lead W12 Studios
and keep their current roles, the
statement added.
TCS, which became the first Indian
company in April to cross $100 billion
in market value, is also looking at
newer technologies such as Internet
of Things, automation and cloud
computing to push its digital revenue
past the $5 billion mark this year.
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Zydus Cadila to buy
Heinz’s India business

Z

ydus Wellness today
announced that it has entered
into an agreement to acquire
the subsidiary of Kraft Heinz, Heinz
India Private Limited, jointly with
Cadila Healthcare, at a valuation of
Rs 4,595 crore ($629 million).

T

ravel services firm Thomas
Cook India said it has
commenced operations
in the US to leverage the high
potential business travel segment to
and from the Americas.
The company has accordingly
obtained ARC (Airlines Reporting
Corporation) accreditation and
necessary operating licences via
its destination management brand
Allied TPro, Thomas Cook India
said in a filing to BSE.
Indiver Rastogi, President,
Corporate Travel, Thomas Cook
India, said: "We are excited with this
development that also marks the
beginning of our corporate travel
operations in the US - a market that
offers us significant potential across
business and business-leisure
segments."
This new initiative will enable
Thomas Cook manage travel and
related services for its growing
customer portfolio of MNCs, Indian
corporate houses, and equally
SMEs travelling to and from the
USA, he added.
The Thomas Cook India Group
provides integrated travel
management and advisory services
to more than 500 corporates,
including several national,
multinational companies and SMEs.

Heinz India’s business comprises
brands like Complan, Glucon D,
Nycil and Sampriti Ghee. For the
four brands, Heinz India recorded
revenues of about Rs 1,150 crore
($20 million) and EBITDA of about
Rs 225 crore ($4 million) for the
12-month period ending 30 June
2018. Heinz India also has a strong
distribution network of over 800
distributors, more than 20,000
wholesalers covering 29 states.
The transaction is expected to close
in the fourth quarter of this fiscal,
subject to regulatory approvals, Zydus
said. Following this acquisition, Zydus
Wellness will have consolidated
revenues of about Rs 1,700 crore
($233 million).

Zydus wellness said: “The transaction
is expected to be EPS accretive.
The acquisition has an attractive fit
in terms of well-entrenched brands
in the fast-growing categories of
food, nutrition and skin care as
well as complementary distribution
capabilities. The acquired brands
have a strong market presence and a
legacy of over 50 years.”
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SOCIAL IMPACT FOCUS

Learning from a decade of
implementing water conservation
projects
by Ishteyaque Amjad

A senior executive
delves into the work
Anandana, the CocaCola India Foundation,
is doing to help mitigate
water scarcity in waterdeficit areas all over
India.

W

e don’t have to
circumnavigate the world
to know what percentage
of water exists as freshwater. A
quick Google search will give us a
single-digit percentage, which is so
tiny that its scantiness is alarming.
And to make it even more exciting,
majority of it is contained in glaciers
and polar ice caps, a large chunk
is underground—away from our
discerning eyes, and whatever little
is left is what we see as rivers
and lakes.
Though nature intended to keep
groundwater hidden from us for
various purposes, we outsmarted
it by devising ways to extract it and
eventually deplete water under
the surface. We’re now fighting the
problem that we created in the
first place.
46
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WHILE A SINGLE ENTITY
OR AN ORGANISATION
MAY HAVE THE
RIGHT INTENT TO DO
SOMETHING POSITIVE
FOR THE SOCIETY, THEY
NEED TO DEPEND UPON
EXPERTS, GRASSROOTS
ORGANISATIONS AND
CIVIL SOCIETY TO HELP
THEM ACHIEVE THEIR
MISSION.
Fighting pollution
We’re generating massive quantities
of waste through improper
segregation and waste handling that
ends up polluting water resources,

turning them unusable. These toxic
substances become suspended in
water or get deposited at the bed of
the water body. The resulting water
pollution causes deterioration in
the water quality, thereby adversely
affecting aquatic ecosystems. Toxic
pollutants also seep down and
affect groundwater deposits. Many
of us who never have to face a
scarcity of drinking water supplies
find it surprising to know that there
are billions living in water-stressed
areas who endure a vicious circle
of poverty and hunger. Since water
is fundamental to food security and
poverty reduction, prudent water
management can positively impact
the socio-economic development of
a society.
Let’s look at some of the numbers
provided by United Nations (UN).

SOCIAL IMPACT FOCUS

·
·

Water scarcity already affects four
out of every 10 people. (WHO)
2.1 billion people lack access to
safely managed drinking water
services. (WHO/UNICEF 2017)

Without action, these numbers
will grow as the global population
increases. According to the UN,
another 1.5 billion people will live
on this planet by 2030. Therefore,
the UN, as an ambitious agenda for
social, environment and economic
change laid out the Sustainable
Development Goals (SDGs),
otherwise known as the Global
Goals. They were adopted by world
leaders at the United Nations general
assembly in September 2015. The
agenda sets a target of “ensuring
the availability and sustainable
management of water and sanitation
for all” by 2030.
So how do we manage water
resources efficiently? I’d like to share
learnings from the work done by
Anandana, the Coca-Cola India
Foundation, with which I’ve been
associated for a while now and have
the first-hand experience of helping
create water security for various
communities we’ve worked with.
Power of collaboration
The most important learning that
we’ve had so far is to deploy the
power of collaboration. While a single
entity or an organisation may have
the right intent to do something
positive for the society, they need
to depend upon experts, grassroots
organisations and civil society to
www.indiaincgroup.com

help them achieve their mission. The
buy-in and support should come
from different stakeholders and they
should collectively believe in the
merit of the water solutions they’re
trying to implement. For example,
Anandana works collaboratively
with NGOs, government bodies and
other institutions to help mitigate
water scarcity in water-deficit areas
all over India. In almost a decade, it
successfully counts setting up over
130 water replenishment structures
with a potential of replenishing 12
billion litres of water that benefit over
700,000 villagers in 550+ villages.

WATER AVAILABILITY
HAS FAR-REACHING
EFFECTS ON OUR
EXISTENCE AND
OVERALL WELL-BEING.
Other learnings
Save during the rainy day for a dry
spell is our second learning. Why
do we have waterlogged roads in
so many urban cities and towns
during monsoon and yet we buy
water tankers during the parched
season? Because we’re not effectively
recharging our soil with the excess
water supply during monsoons that
will provide for the dry spell. We
applied this basic understanding of
rainwater harvesting to our water
projects and created check dams,
bunds, ponds etc. to prevent rainfall
runoff to mitigate soil erosion and
conserve moisture in the soil.

The third learning has been to know
and understand that there is no
permanent panacea to our water
worries. The thing to remember
here is sustainability. Is a decade
of constructing water conservation
structures enough for Anandana?
Have we been able to solve water
problems permanently? I’d say we
are still work in progress. Saving
water is not a one-time activity,
it is an everyday affair.
Water structures, once constructed,
will require continuous upkeep and
maintenance. They should be well
protected from reckless human
activities that can cause chemical
pollutants and waste to seep into
water rendering it unfit for sustaining
life.
Water availability has far-reaching
effects on our existence and overall
well-being. This includes sustainable
socio-economic development as well
as energy and food production. Let’s
think of those few times when we
went without water for a very long
time feeling hot, thirsty and distraught.
Now imagine that extremity becoming
an enduring reality. There’s no other
way than to act now.

Ishteyaque Amjad is
Vice President – Public
Affairs, Communications &
Sustainability at Coca-Cola
India and South West Asia.
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SPECIAL REPORT

The business case for combatting inequality
by India Inc. Staff

While India fares poorly on a latest worldwide ‘Commitment to Reducing Inequality
Index’, some progressive measures bode well for future improvement.

I

ndia was recently ranked among
the bottom 10 countries in a new
worldwide index released on the
commitment of different nations to
reduce inequalities for its population.
UK-based charity Oxfam
International’s ‘Commitment to
Reducing Inequality (CRI) Index’
ranks India 147th among 157
countries analysed, describing the
country’s commitment to reducing
inequality as “a very worrying
situation” given that it is home to 1.3
billion people, many of whom live in
extreme poverty.
“Oxfam has calculated that if India
were to reduce inequality by a third,
more than 170 million people would
no longer be poor,” the index notes.
“Government spending on health,
education and social protection is
woefully low and often subsidises
the private sector. Civil society
has consistently campaigned for
increased spending,” it adds.
48

November 2018

The second edition of the annual
index finds that countries such as
South Korea, Namibia and Uruguay
are taking strong steps to reduce
inequality. However, countries such
as India and Nigeria "do very badly"
overall, as does the US among rich
countries, showing what Oxfam
describes as lack of commitment to
closing the inequality gap.

ON WAGE DISPARITY,
INDIA IS TAKING SOME
DECISIVE MEASURES
BY INTRODUCING A
NATIONWIDE FLOOR TO
TRY TO LIMIT REGIONAL
DIVERGENCES, THE
REPORT NOTES.
In reference to India, the index finds
that while the tax structure looks
reasonably progressive on paper,
in practice much of the progressive

taxation, like that on the incomes of
the richest, is not collected.
India also fares poorly on labour
rights and respect for women in the
workplace India, reflecting the fact
that the majority of the labour force
is employed in the agricultural and
informal sectors, which lack union
organisation and enforcement of
gender rights.
However, there has been significant
progress in areas such as parental
leave, with India doubling both
maternity and paternity leave in
2016 and 2017 respectively. On
wage disparity, India is taking some
decisive measures by introducing a
nationwide floor to try to limit regional
divergences, the report notes.
“In India, the Midday Meal Scheme
helped lighten the schedule of
working mothers by providing their
children with a meal at school,” it
notes.

SPECIAL REPORT

THE INDEX IS BASED ON A NEW DATABASE OF INDICATORS, NOW COVERING 157
COUNTRIES, WHICH MEASURES GOVERNMENT ACTION ON SOCIAL SPENDING, TAX
AND LABOUR RIGHTS.
The index is based on a new
database of indicators, now covering
157 countries, which measures
government action on social
spending, tax and labour rights –
three areas found to be critical to
reducing the gap.

for showing commitment to tackling
inequality in the country in the past
year by raising tax on the richest
earners, boosting spending for the
poor and dramatically raising the
minimum wage.

The index is topped by
Denmark, based on its high
and progressive taxation,
high social spending and
good protection of workers.
“However, recent Danish
governments have focused
on reversing all three of these
to some extent, with a view
to liberalising the economy,
and recent research reveals
that the reforms of the past
15 years have led to a rapid
increase in inequality of
nearly 20 per cent between
2005 and 2015,” it warns.
Japan, the top-ranking Asian
country, came in at 11th on
the index. The report lauded
President Moon Jae-in of South
Korea, which came in 56th overall,

It also cited other countries that have
made taken strong steps to tackle

inequality in the past year. Ethiopia,
although at the 131st place, now has
the sixth highest level of education
spending in the world. Chile, at 35th,
increased its rate of corporation tax
and Indonesia, at 90th, has increased
its minimum wage and its
spending on health, the report
noted.
The analysis, by Oxfam
and non-profit research
group Development Finance
International (DFI), recommends
that all countries should develop
national inequality action plans
to achieve the Sustainable
Development Goals (SDGs)
on reducing inequality. These
plans should include delivery of
universal, public and free health
and education and universal
social protection floors. They
should be funded by increasing
progressive taxation and
clamping down on exemptions
and tax dodging. Countries must
also respect union rights and
make women’s rights at work
comprehensive, and they should raise
minimum wages to living wages.

Inequality is a policy choice
The CRI Index 2018 demonstrates clearly that governments have a choice. Either they can take steps
to reduce the gap between rich and poor, or they can choose to act in ways that will increase inequality.
The Index demonstrates that many governments are making the right choice and are choosing to do
things that will close the gap. This shames the many other governments that are failing to do enough.
The inequality crisis is undermining progress, and it has to be tackled. We call on all governments to
take action, urgently.
Recommendations to governments
1. Policy action Governments must dramatically improve their efforts on progressive spending, taxation
and workers’ pay and protection as part of National Inequality Reduction Plans under SDG 10.
2. Better data Governments, international institutions and other stakeholders should work together to
radically and rapidly improve data on inequality and related policies, and to accurately and regularly
monitor progress in reducing inequality.
3. Policy impact Governments and international institutions should analyse the distributional impact
of any proposed policies, and base their choice of policy direction on the impact of those policies on
reducing inequality.
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LAST WORD

A Statue of Unity for a modern India
It is time the world got to learn a little more about the contribution of Sardar Patel in
setting India on the path of today’s economic growth trajectory.

I

ndia is the toast of global
investors. A 1.3 billion-strong
nation with a $2.5 trillion economy
growing at more than 7 per annum,
the fastest growth rate among major
economies, is drawing foreign
investments by the bucketful.
It could have been a very different –
and markedly less rosy story – but for
the efforts of one man.
That man was Sardar Vallabhbhai
Patel, Independent India’s
first Deputy Prime Minister
and Home Minister, who
integrated 561 of the 562
princely states into the
Indian Union, following
Independence.

Ayushman Bharat, the world’s largest
state-funded medical insurance
scheme, the Ujala initiative, the
world’s largest programme to provide
free cooking gas connections and
the Swachh Bharat Scheme, the
world’s largest initiative to build
millions of private and public toilets
to improve the hygienic conditions of
the poor, among several other such
programmes, are already addressing
the issue.

The statue, apart from being a
fitting tribute to the real creator of
unified India, is also a sign of India’s
growing self-confidence. The height
of the statue has attracted worldwide
attention and focused the arclights
more pointedly at the India story, of
which a vast majority of Indians are
justifiably proud.
As for the argument about providing
for the poor, it would be apt to
point out that initiatives such as
the Jan Dhan Yojana, the world’s
largest financial inclusion scheme,
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It is an undeniable fact that in the 70
years since Independence, Patel’s
leading role in unifying India, his
vision of One India, One Nation, One
Peoples has been all but forgotten.
The generation that was around in
1947 and the generation that take
pride in the India of today are
only now finding out about
his greatness.
The Statue of Unity, unveiled
by Indian Prime Minister
Narendra Modi on October
31, Patel’s birth anniversary,
is a long delayed tribute to
the real unifier of India.

The Narendra Modi
government has erected the
world’s tallest statue located
on an island on the Narmada
River in Gujarat. It has cost
an estimated Rs 3,000 crore
($410 million). This seems
to have raised the hackles
of a section of political and
social activists in India, who
allege that this sum could
have been better utilised
on providing food and other
amenities to the poor.
That’s a fallacious argument, if there
ever was one.

To honour Patel is not to belittle the
roles played by other stalwarts of the
freedom movement and the early
years of Indian nation building.

Let us keep in mind that had
India not been one nation
today but a collection of
several small principalities,
each with its own rulers, laws
and practices, the magical
story of transformation
currently underway would not
have been unfolding before
our eyes.

THE STATUE, APART
FROM BEING A FITTING
TRIBUTE TO THE REAL
CREATOR OF UNIFIED
INDIA, IS ALSO A SIGN OF
INDIA’S GROWING SELFCONFIDENCE.
The real issue is that turning the
spotlight on Patel and highlighting his
achievements is making a section
of the old establishment nervous.
Their carefully choreographed tale
of one family’s contribution to the
development of India, to the exclusion
of all others, is slowly being exposed.

There are reports that more
than 125,000 people have visited
the statue over the last fortnight. So,
its unveiling is also attracting tourist
footfalls and generating a vibrant local
economy, business opportunities
and employment. This is yet another
benefit that is accruing to the people
of the region.
The Modi government’s unveiling of
the Statue of Unity in the memory of
Sardar Patel only honours one of the
brightest stars of that pantheon of
greats. It is time the world also learnt
that the country which is leading the
global growth momentum at present
would not have existed in its current
form but for this great son of India.
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