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where it is competitiveand increasesavings
to keep its tradedeicit low.
The case or taris beyond raising some

revenues and playing a limited role in the
developmento inant industries isdubious.
Besides theclassical argumentomaximiz-
ingwelare, theChineseareprovidingcheap
consumergoods to theUSandarewilling to
lend it money to buy them. Martin Wol
illustratedthis inFT throughtheableo the
ant and the grasshopper—instead o the
grasshopper (the US) dying o hunger in
winter because o a lack o savings, the ant
(China)opens itsgranarytothegrasshopper
and lends itmoney to buy grain!
Onecouldevenarguethat inearlier times,

the grasshopperwouldhavehad to transer
goldto theant togetgrain.Butwhat the ‘Chi-
neseant’gets inexchangearereally scrapso
paper—USTreasuries,whichcanbeprinted
atwill.Unlikegold,whichwill remainastore
ovalue, theUScanalwaysrenegeonitsdebt
throughdepreciationorothermeans, just as
it is currently doing on long-standing trade
agreements. It isChineseconsumersandtax-
payers who pick up the tab or the current
subsidiesand utureexchangerate risks,not
American. One would, thereore, rather be
the careree grasshopper, whiling away the
summer, than the thrity ant slaving away!

Roachdescribedasa“tradedeicitdisorder,”
inducedbyamacroeconomic imbalance—
its deicit o savings—or which there is no
bilateral ix. The deicit would just shit to
other (higher-cost) producers.
Many believe it was the retaliatory steps

andcascadingeectso theUSSmoot-Haw-
ley taris that tippedwhat was originally a
deeprecession into theGreatDepressiono
the 1930s,whichprovided thebackdrop to
WorldWar II. Trump’s taris are reminis-
cent o those moves, although nobody is
talking o another Great Depression—just
yet—or amajor conlagration.
What is the case or these taris? Even i

the strategyadopted is counterproductive,
is thegrievance—that theUSrunswidedei-
cits with partners that are gaming the sys-
tem, through subsidies or exchange rate
manipulation,andtherebydeprivingtheUS
o domestic jobs—justiied?
Cheap Chinese goods have raised living

standards everywhere over the past three
decades, despite growing unemployment
andinequality, includingintheUS.Theeco-
nomicconditionoTrump’s ‘MakeAmerica
GreatAgain’basewouldhavebeenarworse
without these cheap imports. The US has
now decided to look the git horse in the
mouth, and,asChinarespondswith itsown

T he world is still to recover rom the
shockoUS taris (held temporarily)
on Canada, Mexico and China, their

retaliatorymoves and the risk oAmerican
taris on other trading partners. America
runstradedeicitswithabout 100countries.
While there was always a possibility

DonaldTrumpmight imposesteeptarison
riends and competitors alike i voted to
power, the common belie was that hewas
not serious about them, and that such
Trumpianblusterwas justhis transactional
style.Giventhedystopia theircontinuation
entail, there is still adistinctpossibility that
these taris might be abandoned once
Trump achieves his real objectives, what-
ever thesemightbe,beore inlationkicks in
andUS demand as well as growthweaken.
But there also appears to be a constituency
in the US that believes i they cannot com-
petewithChina,asalsoMexico,Canadaand
othercountrieswithwhich it runstradede-
icits, it is better to wreck globalization.
Americaseemstosuer romwhatStephen

productivity, nor did it allocate enough
to revive thenon-armeconomy.
The inanceminister’s speechdid list

agriculture as a toppriority. But the
budget oers no concrete plans.Most o
the schemes either got no actual alloca-
tion orwere a repeat o existing ones.
The ormationo aMakhanaboard in
Bihar, or example; there already exists
aNationalResearchCentre or
Makhana inBihar’sDarbhanga—it has
no regular director, though. In the last
ive years, theCentre has spent only
₹3.4 crore.
TheCentre’s plan to increase

incomes andproductivity in 100back-
warddistricts is also unconvincing,
given that the overall allocation or agri-
culture has been lowered to ₹1.27 tril-
lion roma revised ₹1.31 trillion last year.
The crop insurance schemegot a cut o
₹3,600crore. Even or PM-Kisan, the
cash-transer amount has remained at
₹6,000per armer since 2019.
In 2016, the government promised to

double armer incomes in ive years and
apanel had recommended increased
investment in agriculture. In reality,
public investment in arming in con-
stant prices in 2021-22was lower than
in 2016-17. Farmer incomeshave also
declined. Themuch-toutedpulses
scheme is also not new. Such a scheme
exists or oilseeds.While armers

responded to the scheme’s call to raise
production, theyhave been orced to
sellmoong, soyabean, groundnut and
tur at less than themandatedprices due
to inadequate support rom the govern-
ment. The additional budget allocation
is amere ₹500crore,which is not even
enough to keeppacewith inlation. It is
not surprising then that armers have
beenonprotest since 2016,with the last
hunger strike endedbarelyweeks ago.
Thenon-arm sector ares nobetter.

Thebudget’s allocation or the rural
employment guarantee scheme,which
has served as a lieline or the rural poor,
has seen adecline compared to the
actual expenditure in 2022-23, even as
wages have increasedonlymarginally,
notwithstanding the act that even the
Conederationo Indian Industry (CII)
had recommended raisingwages to
boost rural incomes. For other crucial
rural development programmes too,
allocations onlymatch last year’s, which
amounts to a decline in real terms.
Thebroader issue, however, is o the

government’s political priorities.While
rural areas in general have been acing a
prolonged and severe crisis, the budget
has passedonbeneits to thewell-o
among themiddle class. The income
transer to them through its tax subsidy
is nowmuch larger than cash transers
to armers. They are numerically almost
10 times the size o themiddle class, but
receive less than a tenth o the budget’s
transers. Theprevailingneedwas to
increase iscal spending in rural areas
andonprogrammes to increase produc-
tivity aswell as agricultural incomes. So,
reduced spending coupledwith a tax
subsidy or the better-o is neither
good economics nor goodpolitics.
This budgetwas aboutmaking tough

choices; betweengiving a ₹1 lakh sub-
sidy to thewell-o anddoubling
PM-Kisan transers, between investing
in agriculture and rural areas versus
avouring the vocalmiddle class. The
government hasmade its choice clear.
Whether thiswill revive demand and
thus the economy remains to be seen.

T hat the Indian economy is going
through adiicult phase is no
longer amatter o speculation.

TheEconomic Surveynot onlymade
that clear, butwent urther by oering
evidence o a decline in earnings o the
sel-employed in the last six years. For
regular and casualworkers,wages have
beendeclining or almost a decade,
leaving little doubtwhether India’s
slowdown is cyclical or structural.
This isn’t the irst such episode or

this government; its irst term saw
sharper declines in India’sGDPgrowth
rate between2016-17 and2019-20, even
beore thepandemichit. Back then, the
distresswas drivenby rural pain. Two
years o back-to-backdrought ollowed
bydemonetization and theGST rollout
hurt an already-ragile rural economy.
Thepandemicmade itworse. The cur-
rent slowdownalsohas roots in rural
distress,whichhas extended or almost
a decadenow.Thiswas bound to spill
over to theurban economyandhurt
overall demand.
With growinguncertainty underUS

PresidentDonaldTrump’s policies and
weaker demand inmost advanced
countries, exports are unlikely to drive a
growth revival. That leaves domestic
demand todo the job, and romrural
areas in particular. TheEconomic Survey
lagged these challenges. Still, neither
did thebudget oer anythingnew to
boost agricultural incomes orworker

It oers beneits to the well-o instead o the arm sector that needed investment to overcome a crisis

HIMANSHU
is associate proessor at Jawaharlal Nehru
University and visiting ellow at the Centre
de Sciences Humaines, NewDelhi

Trade: A tale o the US grasshopper versus Chinese ant
ALOK SHEEL

E venbyhis own standards,USPresi-
dentDonaldTrump’s announcement
onGaza thisweekwas ahead-spin-
ner. America, he said,would take
over thatwar-ravaged strip o land,
move its 2-million-oddpeople out,

secure itwithUS troops i necessary, and then
build a grand “Riviera o theMiddleEast” by
theMediterraneanSeawhere anybody rom
around theworld could eventually comeand
live.His declarationwasmetwith global con-
sternation.Nearly every country rejected the
idea, including all othermembers o theUN
SecurityCouncil. Brics nations haveweighed
inwith their criticism, as have countriesTrump
mayhave expected to count on or helpwith
his plan, like SaudiArabia, Jordan, Egypt and
Turkey. Leaders have called theplanbizarre,
absurd, inhumane andunworkable.Gaza’s
Palestinians, evicted rom their homes as Israel
lattened their homelandwith bombs,must be
allowed to returnhome, leaders argued. Lon-
don said nothing should bedone that unsettles
the ragileHamas-Israel ceaseire. António
Guterres, theUN’s secretary-general, warned
against “any ormo ethnic cleansing.” Tobe
sure,WhiteHouse oicials appeared to back-
pedal on theproposal a day ater itwasmade,
saying that Palestiniandisplacementwouldbe
temporary, althoughTrumphad said “either”
when asked i hemeant an interimor perma-
nent eviction. TheWhiteHousepress secretary
saidTrumpbelieves aUS role in rebuilding
Gazawould “ensure stability in the region,”
adding, “That does notmeanboots on the
ground inGaza.”
WhetherTrumpplucked the idea out o a hat

orwhether it has been in theworks is not the
point—the lattermaybe closer to the truth.

Whatmatters is that it cannot be brushed aside
as just anotherTrump throwaway.This iswhy
world leaders rejected it so promptly. An incen-
diary plan or a volatile region could set it up or
another lashpoint,with risks to countries seen
approving o it. Second,whileTrumpappears
to avour territorial expansion, a big shit in
itsel, such abrazen colonial projectwould deal
a blow to the stability assurance o PaxAmeri-
cana,whichmay spell perils elsewhere too. A
world orderwheremight is right suits nobody.
Even i Trump saw the strip as a deal-making
chip,with amaximal stance taken tactically in
public to buy Israel’s leader some time to sur-
vive a ar-right political revolt overGaza being
returned to its inhabitants, hisRiviera pitch is
ar too reckless.Words do sendout signals,
especially in a context raughtwithAmerica’s
military record in the region.
What can the rest o theworld do? Speak in

one voice, or a start, to remind theWhite
House o theworld’s responsibility to every-
body. This is not an era owar, as IndianPrime
MinisterNarendraModi has said.Nor is it one
o orced evictions. It is one thing to disrupt
tradepatterns, quite another to redraw the
worldmap—inbloodor otherwise.Wemust
also reiterate that thePalestinian cause cannot
bewished away. Thepeoplewho lived on that
landbeore the 1948 carve-out o Israel have
enduredmuch suering.WhateverTrump
maybebent ondoing, a two-state solution
remains the optimalway out o this crisis.
Upwards o 47,000people—mostlywomen
and children—mayhave beenkilled by Israel’s
Gazawar in retaliation to theHamas terror
attack o 7October 2023.O courseGazamust
be rebuilt, but byPalestinians themselves,
aidedbyothers, not by a colonial orce.

Gaza:There ismore to
ahomethanreal estate
Trump’s ‘Riviera’ plan or this war-lattened Palestinian territory has met global rejection.
Now the world must speak in unison to remind America o the perils o a colonial project
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Social networks are a
numbers game. he

value o the network to
users grows as more people
sign up. he same logic
works in reverse. So it is no
wonder that the olks at
witter are worried about
the recent all in its user
base.
Chie executive Dick

Costolo has said in an
internal memo that the
microblogging site is losing
core users because o trolls.
He said the company is
doing a poor job o dealing
with abuse rom trolls. It is
not clear whether we are
seeing an online version o
Gresham’s Law, with the
bad driving out the good.
But the trolls are eroding
witter’s user base in the
same toxic ashion all
revolutions consume their
best.
witter has been a tool

o empowerment. It helped
mobilize protesters during
the Arab Spring. It oers
ordinary citizens a tool to
ask tough questions o the
powerul. It can potentially
be a platorm o
democratic debate. But has
it now become a partisan
echo chamber punctured
by the shrillness o the
trolls?

QUICK EDIT

Republic o
trolls

LONG-TERM PLANS

Flipkart
reorganizes
into 3 units

BY MIHI DALAL
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Flipkart Ltd has reorganized
the company into three
units as India’s largest

e-commerce irm seeks to ven-
ture into new businesses, and
sharpen its ocus on improving
its technology and expanding its
supply chain.
he reorganization, Flipkart’s

biggest in its seven-and-a-hal-
year history, will result in co-
ounder and chie executive
oicer Sachin Bansal taking up a
new role, three people amiliar
with the matter said. Bansal, who
will remain CEO, is increasing
ocus on strategy and new
projects, and he will gradually
reduce his involvement in day-
to-day management, the people
said.
Flipkart will now have three

units or businesses—new initia-
tives, to be headed by CEO
Bansal; supply chain, which will
be led by co-ounder and chie
operating oicer (COO) Binny
Bansal; and marketplace, retail
and marketing, which will be
headed by Mukesh Bansal, the
Myntra co-ounder who joined
Flipkart last May when it bought
the online ashion retailer.
he company is also splitting

its technology unction into engi-
neering—day-to-day technology
management—and research and
development or innovation. Sen-
ior vice-president Sameer Nigam
will head engineering while
Amod Malviya, chie technology
oicer, will ocus more on new
technology projects and innova-
tion, the three people cited above
said. Nigam will report to
Mukesh Bansal, the people said,
requesting anonymity.
he move to split Flipkart into

three business units was inalized
at the company’s board meeting
earlier this week.
“Part o the reason behind this

reorganization is or Sachin and
Binny to ocus more on the long-
term path or Flipkart. So Sachin,
or instance, is going to be look-
ing at mobile payments, generat-
ing advertising revenues and
exploring other new projects.
Mukesh’s role had clearly
expanded over the past ew
months; they’ve just ormalized it
now,” one o the people cited

above said.
“As a growing business we are

constantly reorganising our
teams to match the changing
environment,” a Flipkart spokes-
person said by email. “ealigning
roles and responsibilities help us
keep pace with our aggressive
growth and the dynamic environ-
ment we operate in. We have
done many such changes in the
past and will continue to do the
same in the uture whenever the
needs arise.”
he company is hiring top

executives in its supply chain and
marketing unctions, the three
people cited above said.
“he plan is to build a massive

supply chain and logistics organi-
zation. hey are looking or sen-
ior supply chain leaders because
supply chain is key or them i
they have to maintain their lead
over Snapdeal and Amazon,” the
irst person cited above said.
On logistics and sourcing, Flip-

kart works closely with WS etail
Services Pvt. Ltd, a seller on Flip-
kart. WS etail was earlier owned
by the Flipkart co-ounders but
they were orced to sell a large
stake to ormer OnMobile Global
Ltd chie operating oicer ajiv
Kuchhal in September 2012 or
ear o violating India’ oreign
direct investment (FDI) rules.
Now, apart rom Kuchhal, two

ormer Flipkart employees, apas
udrapatna and Sujeet Kumar,
control a large part o WS etail,
which generates a large part o
Flipkart’s sales. udrapatna and
Kumar are said to be close to the
Bansals.
Because o this arrangement,

Flipkart is considered to be a
combination o an online mar-
ketplace and a direct online
retailer.
Flipkart has now identiied

increasing its marketplace busi-
ness and adding tens o thou-
sands o sellers as one o its key
priorities this year to boost reve-
nue growth and improve mar-
gins, said all the three people.
Flipkart senior vice-president
Ankit Nagori, who heads the
marketplace unction, will now
report to Mukesh Bansal under
the new structure.
Flipkart is among the world’s

most sought-ater private compa-
nies, with its valuation jumping
to $11-$12 billion at the end o
December rom $2.5 billion a
year ago. It raised nearly $2 bil-
lion in capital in 2014 rom large
institutional investors such as
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CEO Sachin Bansal will
take up a new role in
addition to current one,
in the biggest shake-up
in company’s history

India promises
preferential
market access to
services suppliers
from LDCs
BY D. AVI KANH

eedback@livemint.com
····························
GENEVA

India has promised preerentialmarket access or services sup-
pliers rom the poorest countries
at the World rade Organization
(WO)—an oer that has
enhanced New Delhi’s image as
a generous partner o the least
developed countries (LDCs) in
global trade.
he Indian oer includes mar-

ket access or short-term con-
tractual services suppliers and
independent proessions (what is
called Mode 4 supply o services
in trade jargon) in sectors such
as engineering services, inte-
grated engineering services,
computer and related services
and management consulting
services.
he oer also include access

to project management services
other than or construction,
hotel and other lodging services,
travel agency and tour operator
services and a quota o 250 tour-
ist guides in non-English oreign
languages.
New Delhi has announced

that it will waive the visa ee or
applicants rom these countries
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ata Steel Ltd’s consolidated
net proit ell 69% in the

three months ended 31 Decem-
ber to the lowest in seven quar-
ters, hit by a all in steel prices,
increased input costs and com-
petition rom cheap imports, the
company said on Friday.
Proit ell to `157.11 crore in

the iscal third quarter, compared
with `503.24 crore in the year-
ago period. Net sales ell 8.5% to
`33,323.84 crore rom `36,409.80
crore in the same period.
Both proit and revenue

missed analyst estimates margin-
ally. A Bloomberg poll o 20 ana-
lysts had estimated the com-
pany’s consolidated net proit at
`162 crore on revenue o
`34,839.30 crore.
A slowdown in China and a

devaluation o the ussian rou-
ble have led to a surge in cheaper
steel products entering interna-
tional markets, pressuring steel
prices and squeezing ata Steel’s
margins in Europe, its biggest
market, which it entered in 2007
with the acquisition o Corus
Group.
“European steel demand con-

tinued to recover in 2014 and
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Tata Steel net
drops 69% on fall
in steel prices,
cheap imports

The focus of today’s Delhi assembly elections seems to be more on
personalities than issues, an instaVaani survey on 5 February shows.
Women’s safety is the biggest concern among voters, followed by
black money, inflation and development. Interestingly, two-thirds of
the respondents said the issue they think is the most important does
not get the attention it deserves.

DELHI GOES TO POLLS TODAY

Source:
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Tome, every decision
needn’t be a big-bang
reormbut a signal o

proactive decision-making
and removal o red tape

andbureaucracy.

ANAND MAHINDRA

is a retired Indian
Administrative Service oicer
and ormer secretary, Prime
Minister’s Economic Advisory
Council.

Budgetary allocations or
agriculture belie the speech’s
emphasis on this sector. The

budget oers very little to end
India’s rural distress that has

lasted or almost a decade now.

The budget’s proposals oer
beneits to the well-o among
the middle class although the
economy needed a boost or
rural incomes as a broad way
to drive up overall demand.

QU I CK R EAD

externalities, its competitiveness could be
sel-sustaining—i itkeeps innovating—even
i subsidiesaredoneawaywith,especially in
oligopolistic sectors.
Arriving at a ‘air’ exchange rate that

wouldbalancetradeinvolves intricatecalcu-
lations on which a consensus is very hard.
This debate is ultimately geopolitical,
couched in economic language. It is about
whowouldbe thedominant global power.
The recent unpredictable behaviour o

theUShas eroded its sot power,making it
increasinglyunclearwhetheraUS-ledworld

order is better than one
that is ledbyChina. Inthe
ormer, geopolitics
would dominate; in the
latter, economics. Many
maynowbe constrained
to choose the latter.
A commonsensical

approachwouldbethat i
the Chinese and others
are somehow internaliz-
ingcosts andsubsidizing
the US by burdening
their own populations,
the beneiciary should
just pocket this charity
while ocusingonsectors

measures, it’sunclearwherethiswill takeus.
The question is this: I China has a com-

petitive advantage in consumer goods and
other products, as a result o which others
buy them, what principle o classical eco-
nomictheorydoesthisviolate?Accordingto
theory, thismaximizes humanwelare.
Therearetwoarguments thataremadeto

argue that classical Ricardian theory does
not hold in the current circumstances.
First, i a country has a comparative

advantage invirtuallyallhigh-valuesectors,
asChinaappears to, theneither itscurrency
is artiicially pegged or
signiicant iscal subsi-
dies are being provided.
Chinahasahugesurplus
on the current account
matchedbyhugedeicit
on the capital account.
These surpluses are
parked inUSTreasuries,
which prevents its cur-
rency romappreciating.
And there is inadequate
data to be sure i China
has pegged its currency.
Second, i China cap-

tures global market
share, inviewonetwork
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The US seems alicted by a ‘trade
deicit disorder,’ accusing key
trading partners o gaming the

system to its disadvantage, even
as Trump’s taris hold reminders

o the Great Depression.

Like the abled grasshopper,
the US is getting not just cheap

goods rom the ‘Chinese ant’ but
also the money to buy them,

while the subsidies and risks are
borne by the people o China.
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Will theUnion budget proposals
help revive the rural economy?


