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Tianjin tango
Modi-Putin-x; dynamics

T ends strong message
€ bonhomj
T Omie and Bood cheer, even if only for

th
Shi:al;"'lelrgs. was unmistakahble. The
that held its sEm:u : nu]'-c_mtinn Organisation (SCO)
two days was cc:limlt . Tianjin in China over the last
meetings. The th ::se]d by the Modi-Xi and Modi-Putin
j e lead :
doubt that they intend ¢ o5 Ve Jeft o ous in Aoy

" -
[’I‘ESidentTmmp_ present a united front to

ifnot necessarily the US.

T_lhl-‘ US President, who had set out to take
on ] residents Putin and Xi, has ended up
taking on Prime Minister Modi — who has

responded by making common cause with
the firsttwo. By coming together, the three
leaders have sent out a powerful signal to
Trump, even if concrete on-ground moves
flowing from the meetings will have to be
awaited. The Indian signalling, via no less
than a visit by the Prime Minister, has been
so strong that the US embassy in India put
out tweets on Monday morning saying how
good India-US relations are and how the
relationship is growing in strength. This
surely comes as a surprise, after the
remarkable and sustained belligerence from
the White House and its close aides in recent
weeks. Even so, it would be naive to assume
that India has moved closer to China, or that
its ties with the US have been ruptured
beyond repair. As for Russia, as this
newspaperhad noted earlier, bilateral
relations have been cordial, notwithstanding
some predictable ups and downs. Russia has
stood by India economically, diplomatically .
and militarily for 70 years. India has
reciprocated to the extent it can.

It's the relationship with China, however,
that is a problem. There are two major
sticking points. One is, of course, the
boundary question. The other is China’s
strategy of using Pakistan as a counter o
India. The former has remained unresolved
for 70 years. The latter started in 1965 when
Pakistan atracked India. Given this, it must
be a matter of deep satisfaction to the Indian
delegation that the SCO summit
acknowledged terrorism and the attack in
Pahalgam by Pakistani terrorists. At the SCO
Defence Ministers meeting in June, Defence
Minister Rajnath Singh had refused to
endorse the joint declaration as it failed to
mention the Pahalgam attack.

As to the boundary question it has always
been China’s stand that it should be delinked
from trade and investment between the two
countries. By 2010 India had accepted this .
burt in 2018 it was China that reignited the
boundaryissues. It has now decided to
revert to the pre-2018 position. This isalsoa
very positive outcome for India. B}ltwhar
happens next is not clefl.r. Much will depend
on whether China lifts its embargo on the
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sticking points. One is, of course, the
boundary question. The other is China’s
strategy of using Pakistan as a counter to
India. The former has remained unresojved
for 70 years. The latter started in 1965 when
Pakistan attacked India. Given this, it must
be a matter of deep satisfaction to the Indian
delegation that the SCO summit
acknowledged terrorism and the attack in
Pahalgam by Pakistani terrorists. At the SCO
Defence Ministers meeting in June, Defence
Minister Rajnath Singh had refused to
endorse the joint declaration as it failed to
mention the Pahalgam attack.
As to the boundary question it has always

been China’s stand that it should be delinked
from trade and investment between the two

- countries. By 2010 India had accepted this .

but in 2018 it was China that reignited the

boundary issues. It has now decided to

revert to the pre-2018 position. Thisisalsoa
very positive outcome for India. But what
happens next is not clear. Much will depend
onwhether China lifts its embargo on the
sale of items that are important to Indian
industry such as rare earth minerals, tunnel
boring machines and fertilizers. Even if it’
does, its tendency to use trade as a weapon
of coercion has along history, as countries
like Japan and Australia can testify. In sum,
so far so good because Trump has been put
on notice that India has other options. That
badly needed to be done. Meanwhile, an
interesting set of optics, engaging India no
doubt, will unfold on the global stage in the
near future.

02 Sep 2025



LN T LR

ASHIMA GOYAL

ndian exports affected by US
double tariffs are less than 1 per
cent of GDP because of a low
aggregate value of about 2 per
cent of GDP aswell as exempt
categories. Therefore, India can resist
being pushcd.Srrategi:auronmnyis
important. Even so, the USisoneofthe
very few countries we have a trade
surplus with and employment intensive
MSMEs are di spmportionamly affected,
But we know what to do. Timely but
time limited support for MSMEs worked
verywell post-pandemicand needs to be
made available again. Liquidity on easy
terms, allowing lenderstoroll over loans
without declaring them as NPAs fora
year, credit warranties and interest
subsidies from the government will give
firms time to find other buyers without
having toclose down orlayoff workers.
Sunset clauses prevent moral hazard.
Budgerary impact wasminimal asa
robust recovery set in for eligible firms.
Verylittle of the warranties and
restructuring help made available was
actually required. Therefore such helpis
consistent with the continued fiscal ~ -
consolidation that is already reducing
interest spreadsand borrowing costs.

GOVTHAS MAJOR ROLE

Domestic diversity helped the economy
do well after the pandemic. This has to
be built into trade also, diversifying
engagement ACTOSS Many countries,
without excluding the US. The
government has a major rolein enabling
this. Doing business and creating
common interests will help reduce other
disagreements. And not being overly
dependent on any one country reduces
its ability to force concessions.

Our size and growth give us
bargaining power, but it rises with
domestic capabilities and strength.
Reform, therefore, must focus on
enhancing these, Removing irritants far
business justat the central level is
inadequate. All tiers of government have
to reform — and everyone becomes
more willing to pull together underan
unfair external threat. While regulatory
power is minimal at the third tier,
mulriple agencies with overlapping
powersand obstructive political
demands are common.

Perhaps operating procedures and
task-mappings in municipalities that
workwell could be more broadly
publicised and adopted. China gave
incentives tolocal leaders, encouraging

+ decentralized inilatives and ¥
competition. Inour system of many
partiesisit possibletoreward
corporators if their area meets objective
criteria? That voters now want results
makes it a political target.

Stellar 7.8 per cent growthinQl
shows that liquidiry infusion and revival

—
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How to respond to
external shocks

COUNTERING TARIFFS. Diversify trade across many countries, provide credit
warranties and interest subsidies to firms, allow lenders to roll over loans

of government investment were ableto
reverse the cyclic slowdown that setin
Q3 last year. That private consumption
grewat 7 per cent despite slowing credit
card and MF1 lending as risk weights
rose, suggestsconsumption growthis
not debt driven but a result of
employmentand income rising aftera

- period of sustained growth. Rural wages

have also risen for the past few quarters.
These data-points underline againthe
importance of protecting from
shocks, Core inflation is likely to remain
soft as more export surplus finds its way
into the domestic markets. There are
signs growing competition from
regional players isrestraining MNC
profit margins. Monetary policy still has
space that it mustusce to support the
counter-cyclical stimulus. Interest rates
workwith 2 lag and real ratesare still
above equilibrium because expected
trend inflation, looking through base
effects, is running at below 4 per cent.
Trend inflation below target implies
output below potemia] . While reforms
raise potential oufput, Imanetary policy
hasto help output toreach that
potenial, especially in view of shocks to

While reforms raise .. ... . forexmarketsareroo

potential output, monetary
policy has to help output
to reach that potential,
especially in view of shocks
to export demand

export demand. Government attempts
to raise potential output are nullified if
monemryipouw remains restrictive.
This may force the government 1o
reverse consolidation. Marketsalready
fear this. Tight monetary and loose fiscal
policyarenot optimal in Indian
conditions.. |

MARKET INTERPRETATION
Markets have interpreted a neutral
stance to indicate that there will beno
more cutsand partlyasaresult the
10-year G-Secsyield has risen above 6.5
r cent in end-August. Long rates are
the ones that matter for the real sector
so thissteepening of the yield curve
reduces monetary pass through. Arate
cutin October would underline thata
neutral stance means a data-based
response in either direction as required.
Another possible reason for rising
Jong-term yields is arise in risk
perceptions with excess volatility in
exchange rates. While the rupee is
market determined, the RBL has long
successfully intervened against
perception driven excess volatiliry that
can cause persistent real misalignment.
In the early 20 IOswheLErt:‘: RBIsaid -

the rupee sank. Such misperceptions

must be avoided. .
There isaview that surplus liquidity
ovides more stimulus than rate cuts

would. Butinflation targeting mandates
the RBI to keepits short rate instrument
at the repo. It hasthe tools todo so, even

rointervene ol

— e

with excess liquidity, While Liquidity s
better somewhar in excess in Indian
conditions, too much leadsto
uncertaintyand perverse incentives for
markerts. NBFCs have the temptation 1o
‘borrew at low short rates and lend long
creating asset-liability mismarches.
Banks may lower lending standards to
place loans, Excess liquidityinfusions
should be self-limiting as they were
post-pandemic.

Inall economies, as in India, high
Emwch raises corporate profits, cash

alances and savings. China could direct
this into investment. Sustained
infrastructure investment supported
their steady catch-up growth.

Here corporate physical investment
and R&D expenditure remain
inadequate, Carrots as well as sticksare
required in India. Sucha package can be
designed. For example, firms may be
given three options, of which theycan
choose anyone or a mix: First: Investor
spend 10 per cent of PET on RED.

Second: Put it in designated
infrastructure bonds or funds. If neither,
then the default option: It goes astax o

the mmntmhmldap]arfarmf"“
ipeline of ready Central/State
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The initiative could be

corporates for the future. They have to

get future readyand helping the country

10 dowill alsohelp them. This is the time
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Decoding the new income tax law

Updated rules on deductions, marginal relief, and pre-construction interest come into effect from April 2026

bl.explainer
Nishanth Gopalakrishnan

he Income Tax Bill, 2025 —

popularly known as the ‘new I-T

Bill' — has been passed by both
Houses of Parliament and received the
President’s assent on August 21,
officially making it an Act. Itis all set to
come into force from April 1, 2026.

This is the second draft of the Bill that
has been passed, following the
withdrawal of an earlier draft by the
Finance Ministry to make changes
recommended bya Select Committee of
the Lok Sabha. Amidst the rigmarole, .
taxpayers seem to have certain
questions regarding the new legislation.

Why was the initial draft of the I-T
Bill withdrawn?

According to Neeraj Partner,
Nangia & CoLLP, “The new Income Tax
Bill was initially withdrawn to correct
drafringinconsistenciesand to carefully
consider the feedback received from
various stakeholders. For example, in
the first draft, taxpayers were required
to file their return on or before the due
date of original filing, in order to claim
refund. While it did allow filing a belated

return, this condition wasconsidered
restrictive when compared to the
provisions under the existing Income
Tax Act, 1961 (ITA). Toaddresssuch -~
issues, the draft was sentback for
revision, and the Parliamentary Select
Committee recommended several
changes that were subsequently
incorporated into the new version.”

What are the key changes proposed
in the revised version?

Accordingto Agarwala, “Among the
important modifications was the
treatment of pre-construction interest

deduction. The earlier draft permitted -

this deduction only for self-occupied
property, whereas the ITA extends the
benefit to both self-occupied and let-out
properties. The revised versionhas
corrected this anomaly.”

Another important correction relates
to the rebateunder Section 87A. Under
the ITA, marginal reliefis available ro
resident individuals under the new tax
regime if their total income exceeds T12
lakh. This safeguard was missing in thé
initial draft but has been reinstated.

Similarly, the ITA provided taxpayers
with the facility to obtain both lower
TDS and nil-TDS certificates, albeit for
specified receipts. The first draft of the
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NEW AVATAR. Drafting inconsistencies
corrected, feedback considered stackzou

Bill failed to explicitly recognise nil-TDS
certificates, which has now been
addressed.

How does advance nil-TDS
certification help?
“An advance nil-TDS certificate helps a
taxpayer by preventing unnecessary tax
deductions at source when the income is
either exempt from taxor the total tax
liability is expected to be nil. Without
such a certificate, the payers are
obligated towithhold TDS, often
creating a situation where the taxpayer
hasto claima refund while filing the
return, leading tocashflowissues.
“By obtaining anil-TDS certificatein

advance, the taxpayer ensures that no
taxis deducted at source, thereby
improving liquidity, and aligning the
actual tax deducted with their final
liability,” says Agarwala.

What are the changes proposed i
commuted pensions or [umpsum
pension payments received by
some individuals?

In fact, there are no changes proposec
this regard. The new law just presents
the earlier provisions in a table within
Section 19, for better comprehension,
Commuted pension received by Centi
and State government employees ora
corporation established bya Central A
or State Act remain exempt.

For other employees, such as
employees serving a private
organisation, commuted pension
remains taxable with a deduction from
the actual amount, as earlier. For thos¢
who are in receipt of gratuity, the
deduction is one-third of the commute
pension. For others, itis half of the
commuted pension.

Further, commuted pension froma
pension scheme withan
IRDAI-approved insurer remains
outside taxation ambit, as it has been
earlier.
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Power of Jan Dhan Yojana

.rlt has helped Nabard expand its schemes

'._ .
Shaji KV

¥
. hEPI’Bdh:m_Mantri Jan
-.' I ' Dhan Yojana (PMIDY)
V standsoutasa
Foundational reform that has
redefined financial inclusion and
1aid the groundwork for rural
jprospenty.

i Fromthe perspectiveof the

National Bank for Agriculture and '

"Rural Development (Nabard),
PMIDY isnotjustabanking
ischeme buta catalyst for
lempowerment, resilience, and
inclusive growth.
¢ Launched in August 2014 to
bank the unbanked and serve
underserved areas, PMJDY has
covered over 56 crore
beneficiaries as of July 2025. '["nde

egate deposit balance stands
:ggzgakh cl;-grc. with 66.7 per
centofaccounts located in rural
and semi-urban areas. This scale
and reach have made PMJDY one
of the largest financial inclusion
programmes globally.

The PMJDY has allowed
Nabard to expand thereach of its
es, whether through

Self Help Groups (SHGs), Farmer
Producer Organizations (FPOs),
or cooperative banks, by ensuring
that everyparticipanthas asecure
and accessible financial identity.

DBT: A GAME CHANGER
One of the most transformative
outcomes of PMJDY hasbeenits |
rolein facilitating Direct Benefit
Transfers (DBTs) forawide range
of schemes like PM-KISAN,
MGNREGA, PMAY, Ujjwala etc
ensuring that subsidies, wages,
and entitlements reach
beneficiaries directly,
tly, and efficiently.
Oneof the most profound
impacts of PMIDY hasbeen is
rolein vering rural women.
With over 29 crore women
beneficiaries, PMIDY has become

s e s al anroanom

y )
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EAHKING. For the unbankeﬁ

building on this foundation
through new-generation
initiatives, deploying multilingual
Alvoiceagents incooperative
banks toserve non-literateand
digitally excluded populations.
These agents, powered by
PMIDY-linked data, will allow
rural customers to check
balances, apply for loans, and
receive alerts in their native

Totake financial inclusion to
the next levelunder PMIDY, the
government is drivingend-to-end
computerisation of Primary
Agricultural Credit Societies
(PACS) and has facilitated setting

of Sahakar Sarathi Private
Limited (SSPL) to equip Rural

Cooperative Banks with modern,

centralized digital solutions.
Despite its success, PMIDY
faces certain challenges. 16 per
cent ofaccounts are inactive, and
India still has one of the largest
populations of unbanked adults
duetoits size. Further onlya
small share of rural Indiais
cyber-aware withjust 12.6 per
cent of individuals aged 15 and
above knowhow toreporta
rerime. This glaring gap
underlines the urgent need for
djgitalsafe:yawarensand
capacitybu.i.ldingimri.llagﬁ.
‘Nabard, under the guidance of

the T
Semcs.tsacmtbtackhngthese
challenges througha mixof

‘
L.

Nncs

Prugtariunes gopally.

The PMIDY has ailowed
;m; expa.:;'d :tl;n: reach ofits

es, Whetherth

Self Help Groups (SHGs)r,c;-]‘:l‘%:Lcr
Producer Organizations (FPOs)
or cooperative banks, by ensun'n;::
that every participant has a secure
3ni] accessible financial identity.

DET: A GAME CHANGER

One of the most transformative
outcomes of PMIDY hasbeen its
rolein facilitating Direct Benefit
Transfers (DBTs) fora wide range
of schemes like PM-KISAN,
MGNREGA, PMAY, Ujjwala etc
ensuring that subsidies, wages,
and entitlementsreach
beneficiaries directly,
transparently, and efficiently.

One of the most profound
impacts of PMIDY hasbeenits
role in empowering rural women.
With over 29 crore women
beneficiaries, PMJDY has become
agatewayto financial autonomy
and social inclusion. :

By ensuring thatevery SHG
member has an individual bank
account, PMJDY hasenabled °
direct benefit transfers (DBTs)
into women’s accounts, a lifeline
that became particularly critical
during emergencies such asthe
Covid pandemic.

The government’s JAM trinity. ,
— JanDban, :
~_has created a robust platform
for delivering services, verifying
identities, and enabling digital

payments.
Nabard has builton this
foundation to structurea pilot of
Central Bank Digital Currency
(CBDC) for tenant farmers in
Andhra Pradesh and Odisha.
Furthermore, Nabard is

the next level under PMJDY, the
governmentis driving end-to-end
computerisation of Prim
Agricultural Credit Societies
(PACS) and has facilitated setting
up of Sahakar Sarathi Private
Limited (S5PL) to equip Rural
Cooperative Banks with modern
centralized digital solutions. )
Despite its success, PMIDY
facescertain challenges. 16 per
cent of accounts are inactive, and
India still has one of the largest
populations of unbanked adults
duetoits size. Further onlya
small share of rural India is
cyber-aware with just 12.6 per
cent of individuals aged 15 and
above knowhowtoreporta
cybercrime. This glaring gap
underlines the urgent need for
digital safety awareness and
capacitybuilding in villages.
Nabard, under the guidance of
the Department of Financial
Services, isactively tackling these
challenges througha mix of
capacity-building initiatives,

. financial literacy campaigns, and

innovative partnerships with
fintechs and civil society
,organizations.

Nabard’s vision for the next
phaseincludes Jan Dhan 2.0,
which would intégrate savings,
credit, insurance, and pensions

£ mwa?'*“- lglﬂ-,- ur ]J.El.eli:l.uﬂl L. racsreemines

financial product. Italso
envisions Jan Dhan for
Enterprises, extending the
successful model to rural MSMEs
and Farmer Producer

" Organizations (FPOs).

The power of PMJDY lies not
justin numbers, butin the livesit
touches and the futures it shapes.

Thewriter isChairman, NABARD
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Traversing the trade minefield

Thanks to Trump tariffs, there is now a thaw in India-China ties. But the trade imbalance can be a spoiler

MACROSCAN. % @ " R
- 12 e 3

CP CHANDRASHEKHAR, JAYATI GHOSH

rump's tariff aggression and
the i}l:;:positianafmriﬂ's
aggregaring 50 per centon
most imports from India,
have had one significant
outcome. Neighbours India and China
are now willing to talk to each either,
inting to-a thaw in the relationship
lowing the clashes in the Galwan
Valleyin 2020,

In the new environment, not only
have talks between the two countries
revived, but Prime Minister Modi has
chosen to travel to the Shanghai

tion isation summit and
meet with Chinese President Xi Jinping.

‘There are two factors that seem to
playarole in driving India’s stance of
compromise and dialogue with a count
considered for long as the primary -n'y
‘enemy’. One is the desire to send outa
signal to the Trump administration,

through rapprochement with a ‘rising”
China, in the hope that this will force the
US to rethink the punitive tariffsit has
imposed on the country. The otheristo
seek in China the alternative market for
the Indian goods that the tariff hikes will
definitely keep out of the US, soasto
prevent any deterioration of India's
balance of payments.

=g
TRADE MATTERS. India’ s trade balance is h

History provides some lessons. The
evolution of trade relations between
Indiaand China suggest that relative
competitiveness has been shifting in
China’s favour. This is reflected in the
fact that while India's dependenceon .
imports for imports from China has
increased over time, it has notbeenable -
to make inrpads into China's markers,

TRADE DYNAMICS

As Chart 1 shows, over the last two
decades the share of imports from China
inIndia’s total imports has risen
significantly. On the other hand, the -

. after clashes between

| iz
eavily skewed in favour of China snress

: .sha:eoﬂndia’se;rpcrtsdir&udm

China has stagnated for some time and
then declined. The “strengthening” of
Ede:ﬁﬂg:zbfmn@cmuhs
mai n driven by rising imports

_fmmChir‘:aintolnd.ia. T

The result has beena long-term rise in
India's deficitin trade with China (Chart
2). While that deficitappeared tobe on
the decline just before and after the
Covid years, it has, interestingly, spiked
s of the two
countries in the Galwan Valley in 2020,
which otherwise worsened relations - -
between the two countries.

1f the post-tariff hike decline in India’s
exports to the US is to be compensated
with exports to other regions, a large
part of that increase would have 1o be
directed at the largest of these markets,
which is China. India’s effort at

improving relations with China is clearly
motivated by that objective. But that
objective is not easy to realise.
India’s exports to China
principally consisted of
minimally processed
primary ltgroducts,
excepting for organic by
chemica]% while 1$tasmimports
are dominated by heavy
machinery and electronics

¥

Import surge
t_hfna‘s share of India's exports and imparts (%)

. obvious. Increased aggr

The deficit with China, which was
close to $100 billion by 2024-25, rose
from 7 per centof India’s total deficit
withall trading partnerstoahigh of 47
per centin 2016-17. Though it declined
subsequently, trade with China still
accounted for as much as 35 per cent of
India’s aggregate trade deficitin 2024-25
{Chart 3),

What is noteworthy is the nature of
India’s trade dependence on China. As
‘Table 1 illustrates, India's st -
China principally consisted of minimally

rocessed primary products, excepting
for organic chemicals. Onthe other
hand, India's imports from China
consisted largely of machineryand
equipment, especially for the electronics
industry (Table 2). -

. MANUFACTURING ELUES

Thus, India’s trade with China reflects .
starkly the inadequate development of
its own manufacturing sector, despite
long years of emphasis on boosting
man ing production. A feature of
thatinadequate development s India’s
open production cycle in which
domestic manufacturing production
remains dependent onimports of
machineryand sophisticated
intermediates from abroad. This is not
surprising. China has registered major
advances on the technological front,
while India has struggled to advance .
despire much promise. - Z

The implications of these trends are
egate trade
between the two countries could widen
the already large deficitin India’s trade.
with China, with more imports rather
than enhanced exports. It could also
displace some domestic production,
which would add to the adverse effects
on domestic economic activity of the
‘Trump tariffs. Given that context, trade
cannot be the principal basis for
strengthened relations between the two
countries in the near future,

Even if China makes some '
concessions, the resulting benefirto
India is unlikely to be a major
contributor tothat strengthening. On
the other hand, a worsening deficit could
lead to discontent on the Indian side. If
relations have to strengthen,
geopolitical factors and the need to
stand up to Trump could be the more
important factors — at least for India.
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- Satety with affordability
- New rules on medical devices should balance thcm

An interdepartmental high-level committee of the central government is reported
to have.begl_m discussion on framing rules to regulate the entry of refurbished medi-
cal devices into India. The pre-owned equipment market, valued at about ¥1,500

crore, accounts for nearly 10 per cent of India’s medical-device sector. These ma-
chines help hospitals in small cities keep costs down, but at present, the Medical |

Devices Rules, 2017, do not differentiate between new, and refurbished devices.
- Nearly 75 per cent of medical devices in India are imported, and shortages of MRI -
(magnetic resonance imaging) machines, CT (computerised tomography) scanners,
ventilators, and dialysis equipment remain widespread. The challenge is a real
tradeoff. Ifimport is allowed without adequate checks, unsafe or old machines could

slipin, endangering patients. If import is blocked altogether, many hospitalswillbe
‘forced to delay upgrades and diagnostic tests will become more expensive.
Refurbished medical devices are well regulated in many countries. The Euro-
pean Union’s Medical Device Regulation applies the same strict standards to re-
furbished devices as to new ones, requiring manufacturers or authorised partners
to ensure traceability, safety testing, and post-market surveillance. In the United -
 States, the Food and Drug Administration (FDA) draws a clear line between routine
“servicing” and “remanufacturing”. If refurbishment alters the device’s pérform-
ance orintended use, the refurbisher must meet full regulatory obligations like
registration, quality system compliance, and safety reporting. :

Abalanced framework in India could combine these lessons with the country’s
own needs. Imports should be restricted to original manufacturers or certified
partners, while devices that are too old or have exceeded usage thresholds should
be barred. Every refurbished machine could carry a unique ID, which would be
accompanied by radiation and safety-test reports, and come witi} at least a one-
year warranty. A public registry of refurbished devices and their compliance record
would add transparency. At the same time, building certified refurbishment labs .
and testing facilities in India would not only help in regular safety checks but also
generate skilled jobs and help create a credible domestic refurbishment eco-
system. Yet, one of the key hurdles in moving towardssucha framgwork gould be
the shortage of trained technicians for calibration, radiation-safety checks, and
quality audits. Investing in this workforce isas important as writing the rules, be-

~-cause patient safety depends on the rigour of testing and maintenance.

Setting up refurbishment units in India can lower costs for hospitals, create
jobs, and build a reliable local base for safe devices. If refurbishment is added to
the origoing schemes such as the Promotion of Medical Devices Parks, it can help

* overcome this hurdle, build a strong domestic base for safe dewces,‘and'reduce
dependence on imports. In the end, the refurbished-device debate is not about
old machines versus new ones; it isabout affordability, accessibility, and safety. A
transparent, safety-first but affordability-conscious framework isthewayforward.
Done right, refurbished machines need not be stopgap measures; they can anchor
a resilient health care system that expands diagnostics and treatment to under-

served regions.
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Domestic champions, global laggards -

Though the Trump tariffs represent unilateral action
by the United States and do not adhere to the global
trade principles of the World Trade Organization,
they have also spurred miajor soul-searching in India
about what the country can do to become mare glo-
bally competitive.

Industrial associations, corporate leaders, and
senloreconomists have all called for major next-gen-
eration reforms in areas including land acquisition,
power costs, taxes, compliance red tape,
and labour laws — all of which would
lead to 2 substantial improvement in the
ease of doing business, while also en-
hancing the basic competitiveness of In-
dian companies.

Meanwhile, policymakers have their
own views. Union Commerce Minister
Pivush Goyal observed that India’s 1.4-bil-

... Business

COMPANIES P2

BRITANNIA SEEKS PARTNER
FOR DAIRY VENTURE

L T T ]

big Indian business houses got accustomed to ma-
naging licenses and had no incentive to build com-
petitive businesses. Anything they produced was
lapped up by consumers becauseof a lack of options.

This partially explains why we have so many In-
dian conglomerates instead of huge corporations that
specialise in one ortwo areas. General Motors or Ford
grew big making cars and ancillaries — they rarely
tried toget into multiple, unrelated areas. Sure, there
were conglomerates even in the US, but
they were soon found to be unsustain-
able in most cases.

On the other hand, India gave rise to
big conglomerates — the Tatas, the Bir-
las, the Godrejs, the Mahindras and
others. Even those whoinitially focused
on one area to build size found comfort
in expanding to new, unrelated sectors,
and that scems to be the case even now.

lion-strong domestic market has become o e

a cosy [:mefﬂﬂ zone, providing good b ah You can see this in the expansion plans
profits to Indian businesses — and they PROSA'C VIEW of Reliance and the Adani group,
do not feel the need to venture out in  pposENIT DATTA though, to be fair, the latter is trying to

search of opportunities around the globe,

MirGoval'sobservation should nog be
dismissed as mere pigue. To a large extent, it is true
that large Indian manufacturing-led business houses
are more comfortable expanding into multiple indus-
tries and playing in the domestic market rather than
seriously making a big export foray. While many In-
dian brands arewell known, none can be called atrue
global champion. .

Insome ways, this hasto do with business palicles
before economic reforms of 1991. Until then, thejgov-
ernment, for all practical purposes, decided how
much you could produce. At its worst, the govern-
ment also decided which areas you could get into,
how many players per sector, and even the prices at
which you could sell the finished product. While
there were periods of less government interference,

be a global player in pons at least.

Even after 1991, while conditions
began to improve for corporations, many pain points
remained. Because of regulations and the difficulty
of accessing capital at competitive costs, only aselect
few businesses that knew how to thrive under such
conditions grew — while many other entrepreneurs
remained small and uncompetitive. A few sectors
bucked the trend — auto ancillaries and generic
pharma are examples — but even here, globally re-
nowned champlons are rare, .

There have been some honourable attempts in
the past and even now, Royal Enfield, for example, is
trying to build a global brand in clLlSSIL!_I11l!lUIIC!.'('ll'$.
While some blame can be placed on big Indian cor-
porations, which preferred to manage the domestlc
system rather thanaimto become global conguenors

Stan
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TRUMP TO PUSH FOR
‘RECIPROCALTAX'

despite theirsize and resources, the government (oo
needs to reflect on where its policies wént wrong.

Whilea lot gets written about labour, compliance,
land acquisition, and other problems — all of which
are genuine — what is often brushed under the carpet
Is that successive Indian governments made noeffort
to increase competition and quality, or to reduce
costs for consumers in the domestic market. Even
where we export, the quality sold abroad is often
higher, whilethe Indian consumer pays more for the
same product — and settles for lower quality — at
home. From steel to cement, automobiles to pack-
aged food, Indian consumers get theshort shrift. This
creates perverse incentives. Even global companies
operating in India often distinguish berween the
quality of what they sell abroad and what they offer
in the domestic market.

Why didn't China experience this problem when
it was reforming its economy in the 198057 One rea-
son is that China premoted enormous domestic com-
petition and also kept mising the quality bar. This was
asurvival of the fiest in a oruly competitive market.
This led to global levels of quality while focusing on
reducing production costs. The government helped

. with some policies to protect and incentivise do-

mestic players — but also forced them to be globally
and domestically competitive.

Perhaps Indian policymakers should debate this
too. Would an environment that focuses on con-
sumers — irrespective of whether they are domestic
or global — insists on high quality and low costs, and
prometes a high degree of domestic competition
work better than having a few national champions
that dominate multiple sectors but are rarely recog-
nised as global majors in their industries?

The author is former editor Business Today and
Businessworld, and founder of Prosale View, an
editorial consultancy
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‘rom rivals to partners

Sino-Indian relations see a cautious reset

Prime Minister Nargndra Modi’s first visit to China in seven years — this time to
a.ttend me.‘Sha.nghm Cooperation Organisation (SCO) summit — offered the first

signals of “positive momentum” in relations, which have been under the shadow
of the border standoff in Lacllakh. After ameeting with President Xi Jinping on the
S]{iell'nES of the summit in Tianjin, the language deployed in the statements by the
twosides reflected a notable change in tonality, Building on the goodwill accruing
since the two leaders met in the Russian city of Kazan last year, both statements
spoke of India and China as “development partners, not rivals” and underlined
that differences should not turn into disputes. The fact that an article on the Xi-
Modi meet, titled “Partnership seen as key to Sino-Indian relations”, appeared on
the front page of the China Daily, the Chinese Communist Party’s mouthpiece,
suggests a significant shift in Beijing’s outlook. Both statements referred to the
need to pursue “strategic autonomy”, with Mr Modi adding that relations should
not be Viewed through a “third country lens”, an oblique reference that Beijing
should not view India as a United States-allied counterweight in Asia.

Equally, with a hug, handshake and a 45-minute car-ride meeting with Russian
President Vladimir Putin, Mr Modi also sought to underline India’s disinclination
torespond to American President Donald Trump’s demand to stop buying Russian
oil as a condition for lifting part of the punitive 50 per cent tariff on India. These
shifts, however welcome, must be viewed against the backdrop of attempts at rebal-
ancing power alignments across the globe as a result of the erratic policies of the
current White House incumbent. Indeed, Mr Xi has made little secret of his objective -
of Heralding a China-led reconfiguration of global alliances via the pageantry of the
SCO summit, with 20 leaders attending, including Turkish President Recep Tayyip *
Erdogan, who is seeking to raise awareness of United States-supported Israeli atroc-
ities in Gaza. His opening summit remarks on “an equal and orderly multipolar
world” and “inclusive globalisation” emphasised the effort at shifting equations.

Given this, the choreographed bonhomie between Mr Modi and Mr Xi must
be tempered by a realistic understanding of the geopolitical compulsions driving
relations. This much is evident in some critical differences between the Indian

and Chinese readouts of the Xi-Modi meet. On the border issue, for instance, the
Indian statement spoke of “fair, reasonable and mutually acceptable resolution
of the boundary question processing from the political perspective of ... overall
bilateral relations”. The Chinese statement implied that the border issue should
not define overall China-India relations. It stated that both sides should “handle
China-India relations from a strategic and long-term perspective” and “further
elevate them through the Tianjin summit”. The Chinese readout also invoked Ja-
waharlal Nehru's “Panchsheel Policy” underlining that “the five Principles of
Peaceful Coexistence, advocated by the older generation of leaders of China and
India over 70 years ago, must be cherished and promoted”. Panchsheel finds no
mention in the Indian statement. Further, where China spoke of a joint leadership
of the Global South, the Indian statement was silent. In the current climate of self-
interested cooperation, these divergences may be kept in abeyance. But they re-
flect a fundamental difference in outlook, which could become consequential if
geopolitical circumstances change.
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‘Global food security holds the key to sustainable peace

ARCHAMNA DATTA
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OpenAI's India launch will steepen its learning curve
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million people in 72 countries, with a total
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spending. But, tll recently, only $5.596 bil-
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How to choreograph an
elephant-dragon dance

To ensure that vital interests are neither trampled nor scorched, our steps must retain a stiff
security vigil while daring a few elegant moves aimed at @ world less vilnerable to US whim

henelephants make love,
the grass gets trampled
oo, ohserved Singapore's
Lee Kuan Yew, nifling offa
Kenyansaying that the
A grass gets trampled when
fight. When India and China declared
ess o cooperate at the Shanghai

[

ofboth exchanged warm wurds. differences
remain—especially over our mutual border.

According to China's Xi Jinping, we should not

w:ltﬁ:rtheaﬂhmmt nl'len'l.mnaj djspulmtn

that may arise if we use Chinese equipment and
software in our power grid, financial network,
health system, database management and dash-
boards that control everything from traffic
lights and railway signals to air traffic.

sluice gates. For full safety, we

all this. That would nllllewehmmlhuuf
economic activity for expanded trade, invest-
mentand tech cooperation among various enti-
ties in both countries. Several buzzy fields could
be identified forcl 0

le ‘;ﬂ;ynsﬁnmihcﬂsﬁrkgupﬂs
nges.
Waorld War Il role as the under- pinner of

jointly add lenges,
hdudhgﬂmaﬂdnghummﬁeunm:mw.
Prime Minister Narendra Modi did not dispute
this, but made it clear that an unsettled border
cannot but cast its shadow over common
efforts. Another area of divergence is terror.
While Modi stressed the need for the SCO to
clearly disavow and combat terror, China's
backing of Pakistan could be taken as a lack of
commitment on Beijing’s part.
stll, mmmummmmwm
world stand to gain from the two Asian giants
working together, not just bilaterally but along-
ﬁdeuﬂ:ermmemhm{hmwehvea
reasonable assurance of stability at the border,
both New Delhi and Beijing could ease norms
uwmmm&mm
of visions of an economic
mmmmmmmmm
or key interests scorched. We cannot expose
ourvital infrastructure w the risk of sabotage

plelewhhathﬁnetnmolmdllm "
M&emhmwwﬂmlm
policies of US President Donald Trumphave
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Ifit's broken, fix it: Let troops
repair the military kit they use

An insistence on manufactiorer-anthorized repairs is too restrictive

AEL R. BLOOMBERG
vder and majority owner of

Bloomiberg LP, the parent company of
Blorierg Mews
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thereare lengthy maintenance delays that
harm US readiness—and that's during
peacetime. Imagine ilwar breaks oal The
stakes will be even higher. In the nvidst of
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preacetime, and Lacking the

Teehyireg oo much on manufacturens ano-
abes unsceoptable risks and the problem
tuas beem gorowing simoe e RS0, as indhs-
iy comsalidation has hoosied the leverage
wlbig defenoe compandes. O course, fioms
have a legitimate interest in protecting
their intellectual property, but they also
harammuym to hamstring the

Hedieve itor nod. military have
actually been told that they can't coblile
parns nwdhtfuwnhmmm

el Lo e s
pordnl. Flus, mmmuhn is hulﬂu'
Mmmummm

Mies in the face of one of our
strengthes American ingenuity. America s
mumndﬁm\.\hﬂmﬂhwnhu

h;mc.—’; cargo planes. (n 3 reoent visit,

Navy Secretary Johin Phelan found six ol
15,000 |

cummﬂ-lllm

meals a day, awaiting
repains.

encourage greater efficiency.
Mlbehmchhul‘dum&mlnm- 1




02 Sep 2025

| NIFTY Midcap 100 56508.2 +77¢

i IEIR VIEW

Account Aggregators: All set now
to multiply our digital dividends

This digital public infrastructure enables affordable microcredit and should turbocharge lending

-
MNAP {A NAGESWARAN
KAMYA CHANDRA

are, respectively, chief economic advisor to
the Government of India; and co-founder
and chief strategy officer at the Centre for
Digital Public Infrastructure, ilT, Bengaluru.

all at once. And o it will be with

C the way a billion Indians access

loans and, by extension, the way Indians
ACCESs opportunity.

In 2009, such a change was unimag-
inable. Formal loans at scale werea
quixotic moonshot—80% of adults
didn’t even have a bank account, let
alone access to credil, Yet, quietly, the
Lego blocks of a solution were laid.

First, via Aadhaar's eKYC, identity
verification became universally availa-
l:f!edigitaily. and India opened halfa bil-
lion new accounts. Then Aadhaar eSign
waslaunched, allowing any loan agree-
ment to be signed digitally viaa mobile
phone. By 2015, DigiLocker had been
introd asingle window

tionsand

hange happens slowly, and then

ueced; it became
for tultiple KYC affirma
underwriting of documents (Aadhaar.
PAN, U H
oo dh)'ll_mndsme-whewm:w;_-

malizing payments across a s:agp;ering
array of bills (utilities, telecom, fees and
Ioans), Then 2020 saw the launch of
UPI Autopay, alow-cost loan repay-
ment mechanism.

A decade on, India was still far from
enabling universally accessible formal
loans, But a powerful change was silently
at play. Bank statements started flling
up with granular cash flow movements:
ahouse-help's salary, a kirana’s seasonal
income or a farmer's steady electricity
bill payments. Indians could now prove
what and when they were earning as
employees or entrepreneurs, They
could prove they were worth betting on.

Then, all at once, change became
inevitable on 2 September 2021—
Account Aggregator Foundation Day—
with the ability to share your financial
statements seamlessly with consent.
The logic was simple: Every loan in the
country—across tickel sizes, borrower

types or categories—requires income

verification. Across personal loans,
MSME loans, auto loans, business g :
and every other conceivable typeof
credit, alender can only lend basedon
data indicating the borrower’s financial

well at scale—move financial informa-
tion instantly at low costand directly
from its source—makes sop

flows. Theability todoonly onething | s

nm'tmynarhﬂ;sapwmm“
ed across all regula-
wnﬁ. Sebi, IRDAI, and PFRDA. But
a]listoﬂcmmmqﬁ;ﬂfﬁﬁhy '-'l.;“
Financial Stability Developm )
Council (FSDC), led by the finance min-
fren ofthe AA
that it drives not just
credit butalso offersa unified view of

h‘l‘

- yovernight,India l ng
“jen_zrﬁ'nmdealinginmhmhmuiq mﬂn:tm-uuande&gna-
digitally viaUPL Within twoyears,we | tract—all ofit by means of amobile
Mm““mmh phone ina few minutes.
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It's game open on Al regulation:
A fine balanceis yet to be struck

Symbiotic interaction between US laisses fiaire and EU cawtion over risks may provide a balance buat thats far from assured

F RAM G.RAJAN

5 professor of finance 1 the University of
Chicags Booth Schoal of Business., formers
povernar of REI and co-author of Breaking the:
Maid: India’s Untraveled Path to Prosperity”

e problem with European regulators,

a Germean businessman recently told

mie, is that they ane oo scared of down -

siderisks. "1n any innovative new busi-

ness sector, they overregulate and stifle

any upssde potential.” Incontrast, he
argued. Americans cane mone about the upside
potential, and thas hobd off on regulation until they
knoew £ar more about the consequences. “Not sur-
prisinghy, the United States has nvsch more of a
presence in innovative industrics.”

Artificial intelligence (AL is a case in point. The
EU enacted the workls fird comprehensive Al
regulation in August 2024, establishing
againe risks such as discrimination, disinforma-
:a:n,|ﬂ|acy1hlnhmmnq-nmrhalmﬂd
endanger hurman life or threaten soctal stabdlity.
The European biw also assims Al systems differens
risk bevels, with different uwl.mmul’urmdh.
Whibe Al-driven social scoring systems ane
banned outright, higher- misyﬂﬂmlmlwwﬂ]
mhuﬂunémmnnd.mlhalmdlﬁmfu

IiulEump:hulndcptumoanﬂwbumnrllg
Alirddustry, especially relative to the US or China, hﬂmlmpm
Those beading the charge ingenerative Al are

Vs based firms such as OpenAl Anthropic and
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No Easy Fixes to
India-China Trade

But services can be brought into play

With India-US trade now resembling a collapsed Jenga
stack, India's presence at the Tianjin SCO leaders’ sum-
mit has set speculators speculating about better India-
China economic ties. But rebalancing India’s trade with
China presents amore complex picture than a similar at-
tempt with the US. India’s manufacturing trade surplus
with the US can be balanced by increasing arms and
energy imports. China’s persistent trade surplus with
India is driven by manufacturing and calls for protec-
tion. Another approach could be to plug into Chinese va-
lue chains to expand India’s manufacturing export foot-
print with the world. Rising value addition of Indian ex-
ports would act as a countervailing force to Chinese ma-
nufacturing competitiveness. China'sfactory outputhas
moved out of thelabour costarbitrage phaseand isincre-
asmglyauhomated. India can pitch to seed vendor eco-
systems using Chinese knowhow.
Just as there are no easy fixes to the -
India-China trade dynamic, there are
) also no deal breakers either. India’s
sensitivities over its farm sector will
R™ probably be upheld in any reset of tra-
ge witl;Gh;l‘na. Unlike the US, China’s
agriculture trade runs in deficit and
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Don't Slip on Ethanol Blending

Sreeraman Thiagarajan

In“E20 in Our Tanks is Better? Serious-
Iv? (ET, Aug 29), Arijit Barman'sargn-
ment against ethanol blending fails to
capture the wider context. Far from
beinga reckless imposition, ethanol
hlending is a pragmaticenergy secu-
rity strategy, one that India cannot
afford to dismiss.
Criticsask why Gol is forcing’ this.
Theanswer lies in history When Opec
embargoof 19731eft Brazil with barely
enough fuel for ambulances, the coun-
rturned toethanol. Out of thatcrisis

shocks.
P Farm-lobby diktat? India isagra-
insurpluscountry Rice stocks hover
near 8 mn tonnes, more than four tim-
s the buffer norm, while wheat isat
nearly 37 mn tonnes. Muchof this rots.

orisofflcaded at subsidised rates ab-
road. Usinga fraction of it toproduce
ethanol does not imperil food security.
Instead, it puts idle resources to work
and stabilises farm incomes.

Even if food crops weren't used, the

stubbleand bamboo. Plantslike 10C’s
facility in Panipat process two lakh
tonnes of rice straw annually Instead
of smog fromstubble burning, we get
clean fuel in our tanks. To portray etha-
nol asa contest between food and fuel
is to ignore this tech revolution.

» Mileage anxiety This fear isover-
blown. Yes, ethanol has a lower calorl-

70% of India'selectricity still comes
whwmnduﬂmypumdmmlert
ator: Cars are machines. Blamingeve-
1y variation in mileage onethanol is
arithmetic.

lazy

P Engine corrosion Automakers
have anticipated blending for years.
Honda launched

cars in India in 2009, withoutany state
djkmtﬁﬁmhmﬁlmmts,um
ers, meanwhile, think retro-
nmmsmmmmmm
baulk at the prospect. SeCUrity vsenergy secu-
rity It should be about balance. India

fic value than petrol, but thereal- world  that India should have

impactat20% blending isabout23%,
Dirivers see that kind of fluctuation de-
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Don’t Mistake
Snacks for a Meal

Narendra Modi’s participation at the SCO leaders’ summit in
Tianjin has drawn global attention, Donald Trump’s

ded. The optics may suggest India is edging closer to China

and Russia in the wake of Trump'’s tariff offensive and hisdis- -

missal of the Indian economy as ‘dead’. But that conclision
would be as misplaced as declaring the weekend a win for the
Xi Jinping-Vladimir Putin corner of the ring. What should
ringloud and clear is that New Delhiremains wmmittedtoits
strategic autonomy.

A thaw in Modi-Xi ties has been in the works since their 2024
BRICS meeting in Kazan, Russia. Peaceful coexistence is essen-
tial for both mdestoprosper India and China remain neighbo-
urs with the world’s longest unresolved

& nentscriticaltoIndia’s clean energy ambi-
tions. India, meanwhile, is on a high-
2 growth trajectory with steadily rising de-
SN fence capabilities. That Modi chose to visit
' WSS Japan—another country witha complica-
tedrelaﬂonshpmthChma—justbefcme SCO underlines the

broader context of the Tianjin engagement. His departure be-

fore tomorrow’s China’s Victory Day (against Japan in 1945) ce-
lebrations being attended by other SCO leaders is also telling.

The summit itself offered subtle signs. The Tianjin Declara-
tion condemned the April Pahalgam massacre, butalsoequated

it with the Jaffar Express and Khuzdar attacks in Pakistan, sug-
gestmgmespaceBeumaiawmmstoallovwﬂﬂ.thomxjm-

‘border. Yet, they are also bound by robust
trade. China is a key supplier of compo-
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Modi's China trip Isn'tthe Great Thaw with Chinait's being made out tobe = It

Don't Get Shanghaied by Tianjin

SCO, Beijing | Red Lines & |
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