
BEYOND BORDER-GAVASKAR

PERIODIC REAPPRAISAL OF THE ECONOMIC GAINS FROM THE

TRADE PACT WITH AUSTRALIA IS PRAGMATIC
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The India-Australia Economic Cooperation and Trade Agreement (ECTA) signed last

week is a key step in enhancing bilateral economic ties between the two major Indian

Ocean littoral states and reflects the growing strategic alignment between New Delhi

and Canberra. While India’s strongest ties with Australia had hitherto largely centred

around their common colonial legacy of cricket, best exemplified in the Border-

Gavaskar Trophy, a more contemporary shared vision has emerged around the mutual

need to strengthen their strategic and trade engagement. This was manifested in the

June 2020 virtual summit when Prime Ministers Narendra Modi and Scott Morrison

decided to elevate the relationship to the level of a Comprehensive Strategic

Partnership. Defence and strategic ties have gained significant traction and the latest

ECTA has been hammered out in just six months since negotiations restarted in end-

September. Envisaged as an ‘early-harvest’ agreement, the ECTA covers the gamut of

economic and commercial relations including trade in goods and services, rules of

origin, technical barriers to trade, dispute settlement and customs procedures.

Targeting a goal of doubling bilateral trade to about $50 billion in five years, from the

$27.5 billion logged in 2021, the partners have set about dismantling or lowering tariff

barriers. While Australia has agreed to eliminate tariffs on more than 96% of Indian

exports, including several labour-intensive industries, India will allow the duty-free entry

of 85% of Australian goods exports by value from day one and within the next 10 years

cut tariffs to zero on another 5% of Australian merchandise.

That the negotiators adopted a pragmatic tack is evident in the way contentious issues

such as the dairy sector, a politically significant export industry in Australia, were set

aside for separate resolution at later talks. A key area that has been included is the

movement of ‘natural persons’, which is inextricably linked to fostering closer people-to-

people links and is an imperative in efforts to promote bilateral trade in services. The

agreement aims to support access for a range of Australian and Indian skilled service

providers, investors, and business visitors and also, crucially, seeks to address an area

linked to another major Australian export — education. Canberra has now agreed, on a

reciprocal basis, to ease visa restrictions, enabling students at varied levels of higher

education to stay on for periods ranging from 18 months to four years to pursue work

opportunities on a temporary basis. Arguably the best feature of the ECTA though is the

incorporation of a compulsory review mechanism at the end of 15 years. With past FTAs

having proved less than beneficial to domestic industry, India’s negotiators have set a

meaningful precedent in including the feature to periodically reappraise the economic

gains from such trade pacts.



BAD OR WORSE

THE FAULTLINES WITHIN THE RULING COALITION IN ISRAEL ARE

BECOMING INCREASINGLY EVIDENT
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The resignation of lawmaker Idit Silman from Israel’s diverse ruling coalition has taken

the Jewish country’s politics back to crisis and instability. With Ms. Silman defecting to

the opposition Likud, Prime Minister Naftali Bennett’s government, which had the razor-

thin majority of 61 lawmakers in the 120-member Knesset, lacks the numbers. Elected to

the Knesset from Mr. Bennett’s right-religious Yamina party, Ms. Silman had earlier

clashed with the Health Minister over allowing leavened grain products (hametz) in

hospitals during the Passover holidays. In her resignation letter, she said she could not

support “harming the Jewish identity of the state of Israel”. But the real political crisis in

Israel is deeper than the hametz controversy. Ever since the coalition government was

formed in June last year, Likud has been in constant campaign mode, attacking Yamina

for “stealing right-wing votes” and using them to form “a dangerous left-wing

government”. The Knesset is now in recess until mid-May. When it convenes, the

Opposition will need one more lawmaker to defect if it wants to bring down the

government through a no-trust motion. Former Prime Minister Benjamin Netanyahu is

likely to do everything he can, as the leader of Likud, to get more right-wing MKs to

break with the coalition. And the government is under pressure to keep the coalition

floating.

The crisis has also exposed the coalition’s faultlines and Mr. Bennett’s diminishing

stature. The alliance was formed after four elections in two years failed to produce a

stable government under Mr. Netanyahu, who is also facing corruption charges. What

brought a diverse set of parties, from the centre-right Yesh Atid and Blue and White to

the right-religious Yamina and Arab Raam, was their intention to see Mr. Netanyahu

depart from the premiership. Yair Lapid, leader of Yesh Atid, the largest bloc in the

coalition, offered the Prime Minister’s post to Mr. Bennett to ensure Yamina’s support.

That is how Mr. Bennett, whose party got seven MKs in the 2021 legislative election (now

at five), ended up being the Prime Minister. But Ms. Silman’s resignation has practically

paralysed the government. Without a majority, it would need opposition lawmakers’

support — which is unlikely — to pass legislation. And if the coalition crumbles, Likud, as

things stand, does not have a majority to form the next government under Mr.

Netanyahu unless it ties up with the Arab Joint List. Given the mutual animosity

between Likud and the Arab parties, this is unlikely to happen. So, there are two

plausible scenarios. One, Mr. Bennett’s paralysed government will linger on at least until

March 2023 when it will have to pass a budget. Two, the country will go to its fifth

election in three years if the government falls. Both look bad for the people of Israel.


