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C. Banerjee:

Good evening, ladies and gentlemen, and welcome to the very interesting
session that we have today. Our topic is Global Growth Engines: Who Is
Next? And we will be looking at emerging economies, and out of these
emerging economies, who is really going to be next.

And to discuss that, we have a very strong panel, and | will introduce them to
you very quickly. 1 have with me Mr. Shiv Vikram Khemka, Vice-Chairman of
the SUN Group, sitting on my right, and who has had a very long-standing
relationship with and understanding of the Indian and Russian economies. |
also have with me Mr. Johan Aurik, the Managing Partner and the Chairman
of the Board of A. T. Kearney; Mr. Gary Coombe, the President of Europe
Selling and Market Operations at Procter & Gamble; Mr. Andrei Dubovskov,
the President, Chief Executive Officer, and Chairman of the Executive Board
at MTS; Mr. Guo Ping, the Chief Executive Officer of Huawei Technologies;
and Mr. Andy Xie, an independent economist whose point of view we would
really like to hear.

So, having said that, what we are seeing today is that there are countries like
India, Vietham, and Myanmar, who are doing pretty well and are up to speed
as far as emerging economies, and, notably, countries like China, Brazil and
Russia, which are facing very stiff challenges to growth. And that presents a
conundrum for policymakers in terms of maintaining growth momentum not
only in these countries, but around the world. As you know, the IMF predicts
3.2% growth, which will be moving slightly ahead in 2017. And many emerging
economies, as well as advanced economies, are facing a lot of fragilities in
terms of growth.

In China, we know that the rebalancing process has led to a stiff challenge in
terms of the 9% growth that they had achieved, which has slipped to 6%.
Given that China is a USD 10 trillion economy, that growth itself is very
significant and would have a strong effect on overall global growth rates. But,
more importantly, the slack off of demand that one sees in China has had and

will have a strong effect on overall global trade.
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The other economy is here in Russia, and we have seen de-growth in Russia,
although it will probably do a little better next year. But Russia, too, is facing
its own challenges, especially given lower oil prices.

Brazil, on the other hand, has sharply contracted in terms of their growth, and
South Africa has also been troubled by lower commodity prices. And they
have seen a GDP growth rate also of less than 1%. We just concluded a
session on BRICS, and we saw challenges across the board.

But there are certain economies amongst the emerging economies which are
doing very well and have very strong growth. Bangladesh, for instance, is
among the second tier. | would call the first tier the countries like Myanmar or
India, who are on the first line in terms of emerging economies. And the
second tier is the countries like Bangladesh, which is at 6%, Indonesia, which
Is strong, and Vietnam. That is the second line of emerging economies.
Having talked about this, | would think that we have certain very interesting
data points coming up for us to examine.

| will conclude by talking a little bit about India, being from India. India is
seeing around 7.5% growth, 7.3% to be precise. We will go up to probably
about 8% by the end of the year, and over a period of time it has the potential
of growing to 9% or 10%. India’s challenge today is not really the growth per
se, but how growth can be reached here across the board and how growth
could be more inclusive. That is where India’s challenge is, and given that,
some factors are favouring the growth story of India. India would be seen as
one of the strong emerging economies.

Having said that, | will now move to my panel. It is a very strong panel, as |
mentioned at the beginning, and | will request them to make brief comments of
a three to four minutes each. Then, afterwards, | will see to it that we get a lot
of comments and questions for the panel from the floor.

| will start with Mr. Johan Aurik, and | will ask Mr. Aurik to talk about how A. T.
Kearney has been looking at ranking economies. One of the ways that they

have ranked economies is through FDIs. And they could build on what | said



and look at some of these economies that we are talking about and how they

rank in terms of position. So, over to you, Mr. Aurik.

J. Aurik:

Thank you, Mr. Banerjee.

The short answer is that in the short term, for the next couple of years, we
only see one growth engine, if you want to call it that, and that is the United
States. That is the best one that we have. There are very few others, and
there are probably more downsides than upsides. | am an optimist by nature, |
have to warn you, but in the short term, that is the best conclusion that we
have. In the longer term, we believe that things look different.

Every year for the last 20 years, we have been doing foreign direct investment
index research. We do that around the world, for 27 countries, and we ask
executives about their forward-looking intentions in terms of investments. By
the way, we did this in January of this year, so this is very recent data. This is
not newspapers or people talking; this is about real investment positions by
real executives. And we have been doing this for years. The outcome is a very
large and a very significant swoop from emerging markets to very mature,
developed markets. The number one country of destination is the United
States, and of the top 25, 13 are European countries. If you add it all up, 80%
of the top 25 countries of FDI intentions for the year ahead are the so-called
mature, developed markets.

If you go only five or six years back, the picture was completely different.
Then, it was exactly the inverse. Seventy or eighty percent was emerging
markets, particularly the famous BRICS. That has now changed completely.
China is number two still. Russia is not in the top 25, not since 2013, by the
way. Nor is South Africa. Brazil tumbled quite strongly, which is no surprise.
The only exception is India, which went up and has now come into the top 10.

What is driving this is, first of all, the general conservativeness of investors
and companies around the world. Trade is down. Productivity rates are down.

Debt, both government and private, is at an all-time high. Geopolitical risk



seems high. Political risk looks high, just looking at what is potentially
happening next week in the UK, where | live. There is a lot of uncertainty.
Christine Lagarde talks about the “new mediocre”, and we think that is
probably not a bad term.

In the long term, however, the fundamentals, as | always say, are not running
away, including the fundamentals in in Russia. In the long run, there are
developments that we believe justify optimism. Population growth in Africa and
technology change will fundamentally change many industries, not yet, but
certainly over the mid to long term. There are many developments, we think,
that warrant optimism in the long run. It requires that companies take a wide
lens, look at all the factors — technology, politics, economics — and take a very
long-term lens to look to look 5, 10, 15 years ahead. We believe that is

required to be successful.

C. Banerjee:

Thank you very much, Mr. Aurik.

| will now move to Mr. Coombe from Procter and Gamble. And Mr. Coombe,
you understand consumer markets, you are watching consumer behaviour,
and you are seeing the types of trends that we are seeing on consumer
demand in Europe. Having said that, how do you see consumer trends in
Europe? And would consumer trends be able to look at the upswing in growth
over a period of time in Europe? How is your company and how are you
looking at it?

G. Coombe:

This is an interesting question, and of course the question presupposes that
we look at this through the lens of geography. But | see it differently, to be
honest. Prima facie, you would say that an economy that is growing at 5%
would be a more attractive investment economy for us than an economy that
is declining at 1%. And that was historically true. But what we see now is that

below the waterline, below that aggregated number, because of technology



disruption, because of a rapidly aging consumer base, and because of
urbanization. There are many parts of the business that are growing very fast,
and many parts of an economy that are declining very fast. We see it with
disruption: we see whole industries getting disrupted. Even in a flat economy,
some companies are doing extremely well and other companies are doing
less well. And that is true for my business, as it is for many.

As an example, the economy in Russia is struggling, and we all know that. But
| would not give up on Russia just yet. If you take the e-commerce market in
Russia, a market that we participate in, it is a USD 17 billion market growing at
11% a year. So if you choose to play in that sector, you can get extraordinary
growth. If you choose to focus on the 50-plus consumer, there is this
incredible demographic shift happening across the world, particularly in
Europe and Russia. In Russia, in my business, the 50-plus consumer counts
for 30% of the total turnover of the business, and it is growing twice as fast as
other sectors. So, again, if you focus on the 50-plus consumer in a market,
then it is a wonderful source of growth.

So, | guess my message would be, do not give up on the older economies of
Europe. Certainly do not give up on Russia. We see many opportunities for
growth here. In fact, we announced today a RUB 1 billion investment in our
factory in St. Petersburg. Having been here for 25 years, we see lots of growth

opportunities in the future, and we are putting our money where our mouth is.

C. Banerjee:

Great. That is very interesting and a very strong, optimistic view, which is
good. You also talked about technologies, and having said that, | will move to
Mr. Guo Ping. Really, the point here is that we have seen advanced
economies as well as emerging economies put a lot of attention into new and
emerging technologies today, and that has a big role to play in the type of
growth that one will see, both in the emerging economies and the advanced
economies. So, really, can technology assist economies like China to get out

onto a higher trajectory of growth? What trends are you seeing, not only in



China, but from your company’s perspective, which has been so strongly
focused on technologies? Are you seeing that to be a major driver of growth

across the emerging economies?

P. Guo:

Of course that is the growth engine. In our experience, we will see that the
digital economy will be the next one. According to the IDC, by 2025, the digital
economy will be worth USD 15 trillion, and the annual digital economic growth
Is about 10%. That is three times the growth rate of the economy.

Last year, the United Nations defined ICT as the enabler of its sustainable
development goals. All UN member states also recognized ICT as an
essential tool and enabler of digital transformation. So | would like to discuss
how ICT can drive economic growth. First is that ICT can greatly improve the
efficiency of the government and public services. An example is Singapore’s
Smart Nation. Today, statistics show that nearly 98% of the country’s services
can be offered online. For example, it can take only two hours to register a
new company, and it could take 10 seconds to apply for a business license.
So that is the first thing.

The second is that developing ICT is an effective way to help industry go
digital and become more competitive. Traditional companies like General
Electric or even Huawei itself can use ICT to innovate their services and
business model. Germany is a good example in this respect. To maintain a
conscious leading position in high-end manufacturing, the German
government launched a strategy to integrate ICT with existing operational
technologies. As a result, Germany is very well positioned to lead the world in
manufacturing and processes in the new era.

Russia may also have such potential. Russia is home to many world-leading
industries, such as aerospace, military, energy, fuel, and power. It is essential
that these traditional industries leverage ICT maintain their competitiveness
and their leadership position worldwide. Russia has extensive experience and

strong technology experience in software application. So, it could be that



Russia’s leading industry and expertise in application development will lay a

solid foundation for the country’s digital transformation. Thank you.

C. Banerjee:

Thank you, Mr. Guo.

Now, having talked overall about technologies from the perspective of how
technologies are a very critical player, | would like to talk specifically about
telecom. We have here Mr. Dubovskov from the MTS, and telecom actually
has been very critical and central in terms of economies around the world. The
country I am from has seen revolution in the telecom area, and so have many,
many more economies. Having said that, how do you see this economics
platform from your perspective? Will it be critical in the next phase of growth

that we will see in the world?

A. ly6oBcKOB:

[ns Havyana s nonpoLly NPOLLEHUs Y yBaXXaemMon ayanTopum: Bnammo, a éyay
rOBOPUTb HE TO, Yero OT MEHS BCe XAYT.

A xoten 6bl noroBopuTb BOT O 4YeM. MHe nokasanocb, YTO Kaxdbl U3
yBa)XaeMbIX  KOSfer-naHenmMcTtoB MO-CBOEMY TMMOHUMAET TeMy Hawewn
KOHbepeHUMN U gaeT CBOM OTBET Ha BOMPOC O TOM, YTO CTaHEeT creayowmm
NTIOKOMOTMBOM MUPOBOro pocta. Kak Mbl Crnbilanu, HEKOTOpPbIE CYMTAIOT, YTO
NIOKOMOTMBaMUN ABNSAOTCA OTAENbHbIE CTPaHbl, B 3aBUCMMOCTU OT YPOBHS U
TemnoB pocta BBIl. [pyrvme nonaratoT, 4TO 9TO OTAeNbHble oOTpacnu,
TEXHOMOIMMN 1 Tak ganee.

C Moen TOYKM 3peHusi, HeobxoauMO OTOWTU OT YTUIIMTAPHOrO MOHUMAHUS
TEPMUHA  «JIOKOMOTMB» WM COCPEAOTOMUTBLCA Ha  LUMBUIN3ALMOHHBLIX
NOKOMOTMBAX. TaknMun UMBUNN3ALMOHHLIMUA TNOKOMOTUBAMWU AOJTKHbI ObIThb
YyenoBeYyeckne yCTpeMsneHusi: BbIMTM 3a npedensl 3eMnu, B KOCMOC,
COXpaHATb TO, 4TO JdenaeTr Hac mwogbMu. JliogbMu  Hac — genatoT
KOMMYHUKaTMBHbIE CNOCOBHOCTN M BO3MOXHOCTU. be3 gpyroro 4yenoseka Tbl

— HE 4eJi0BeK. HaBepHoe, UnBUIIN3ayMNOHHbIM JTIOKOMOTUBOM [AOOJTXKHbI ObITb



TaKke OMOTEeXHONorMn, B TOM YUCIEe CBSA3aHHble C TpaHcdopmauunen
dun3n4eckon cyLHOCTK 4YernoBeka. BoT Tpu nokomoTmBa, TO, 4yem BoobLie
CTOUT 3aHMMaTbCS.

Mbl, npegcrtaBuTenn TeNEeKOMMYHUKALWOHHOW oOTpacnn, CrnocobCcTByem
COXpPaHEHMIO CYLLIHOCTM YerioBeKa Kak KOMMYHMKaTMBHOIO cyuiecTtsa. He Tak
BaXXHO, CKOJSIbKO Kaxabll M3 Hac 3apabaTtbiBaeT, KakoB rogoBOW pPOCT
komnaHmm — 3% wnn 23%. Ecnn nocMoTpeTb B MNPOLISIOE U OUEHUTb
CpegHEeCPOYHY0 NepcrnekTMBy, Mbl MOMMEM, 4YTO POCT 3aBUCUT OT TOro,
CKOMNbKO Mbl MOXeM NOTPaTUTb Ha SHEepPreTUYeCKyro COCTaBIISAOLLYIO pa3BUTUS.
HeBaxHo, uaeT nn pedb 06 yrnesogopogax unM O BO30OHOBNSEMbIX
NCTOYHMKaxX aHeprmn. Kak nokasbiBaeT COBPEMEHHbIA OMbIT, 3a4acTyl 3TO
3aBUCUT He TOMbKO OT CeBecToOMMOCTM 3HEeprMuM, HO U OT MNOSINTUYECKNX
grakTopoB. BaxHo apyroe: NOKOMOTMBOM MOXET OblTb TOSIbKO TO, Y4TO
ecTtecTBeHHbIM  obpa3oM  OTBeYaeT  LMBUNIN3ALMOHHOMY  Pa3BUTUIO
YyerioBeyecTBa B Uenom. BoT 4emM CTOMT 3aHUMaTbCA.

K cuyacTtblo, Mbl 9TUM U 3aHMMaemcs. Mbl genaem Bac nwogbmMu, NOMOraem
BaM ObITb NOAbMU, YOOBNETBOPASA BallM KOMMYHUKALMOHHbIE NOTPEBHOCTMW.
BeposiTHO, B KpaTKOCPOYHOW n cpeaHeCcpoYHom nepcrnekTmee
TeNnekoOMMYHUKaUMoHHaa oTpacnb 6yget ogHMM M3 FIOKOMOTUMBOB pocTta —
NOBTOPO, HE3ABUCUMO OT TOro, pacteM Mbl Ha 1% B rog unu Ha 25%, Kak

NATb NeT Hal3ad.

C. Banerjee:

I will now turn to Mr. Khemka. We have seen different perspectives in terms of
technologies and sectors. We talked about the consumer point of view. How
do you see it from a country point of view? Of course, you come from India,
and you know Russia very well. How do you see these two economies being
the next drivers of growth? There seems to be a lot of optimism even in
Russia, while there have been opposing points of view in various sessions
where we saw that Russia has been going down. India, of course, people

have been optimistic about. So where do you see these trends moving,



especially in these two economies? Of course, you also have high exposure to

a lot more economies around the world.

S. V. Khemka:

| am going to take a little bit of a long-term view, because | agree with all the
comments made on the panel, and the analysis makes a lot of sense. If you
take a longer-term view, if you look at growth at scale, you need to look at
large economies, because only large economies can create global growth at
scale. So you need to look at India, China, the US, and Brazil. That is why
Goldman Sachs created the BRICS structure in the first place.

When you look at that, at the moment, Russia has its hands tied behind its
back a little bit: low oil prices, sanctions, geopolitical issues, and so on. | think
Russia has tremendous potential. Russia has fantastic human capital. | have
been living here for 25 years, and | think Russia has tremendous potential to
grow and build a great economy over the longer-term period. It is going
through a difficult time at the moment, but still, many companies and sectors
are doing well.

In terms of India, | am very optimistic. | think that we as Indian businesspeople
want it to go faster; we want the reforms to go faster. But we are a democracy,
and in a democratic parliamentary system, unfortunately, things do not go as
fast as we would like. But, overall, | think that the basic statistics and facts
about India are quite compelling. The demographic is very young: 50% of the
population is below the age of 25. We add about two million young people per
year. The total size of the working population is a very important predictor of
growth, as many economies have outlined.

The Prime Minister is focused on a number of seriously large, ambitious
projects. The first is 100 new smart cities. That is really about India’s
urbanization. Over 700 million people are going to move from rural to urban
contexts in the next 20 to 30 years. That is a massive shift, and that can
create massive growth in infrastructure and many other things. The second-

priority project of the Prime Minister is Digital India, connecting India. As the



Deputy Chairman of Huawei said, the digital sector will be a huge driver of
growth and a huge disrupter in the economy, and it will provide massive
opportunities and ability for new entrepreneurial talent, energy, and
innovation, as e-commerce is doing. But this would happen in every sector.
We believe it will happen in education, it will happen in many social sectors
such as health, and it will actually create a massive engine of growth.

The third thing is Start-Up India and entrepreneurship. India is a country
where we have a lot of entrepreneurial energy. It is a country that is kind of
bottom-up, not top-down. That allows entrepreneurial talent to grow and build
capacity and capability. If | were to prioritize one thing for long-term growth
anywhere on the planet, | would say the key is the human capital
development. If we do not get the human capital right, develop it properly, and
give it the right ability to grow and develop and create jobs and business, | do
not think we will get there. And hopefully, experiments in different parts of the
world are starting to work. The transformation of education through digital is
making curricula accessible to many people who would not normally have had
access to it, which allows them to start to think about opportunities, growth,
and innovation in different ways. So | am quite optimistic.

On China, | would not in any way knock China’s growth. | think yes, it is
slowing a little bit, but | have spent a lot of time in China in the last 5 to 10
years, and | think China is going through a transformation, moving from an
export-dominated economy to a domestic consumption-driven economy. |
think they have done a lot of the work that India needs to do in the next 20 to
30 years, building infrastructure and systems. | think China is way ahead and
has done a lot of that, and now they are moving towards a more domestic-
oriented economic model.

But | think the growth will slow because it is a much larger economy, a USD
10 trillion economy. India is a USD 2.5 trillion economy, so it can still afford to
grow at 7% to 8% for the next 20 or 30 years. | think the Chinese story that
happened in the last 20 to 30 years can happen in India, but not with an

export focus primarily, but with a focus on manufacturing, services, and



domestic demographics in terms of the growing domestic market. And that is
very interesting and exciting. So | believe in China’s growth. | think it will be an
engine of growth for many years to come.

In Africa, there are huge opportunities. We work and have invested in various
parts of Africa. | think Africa can fuel global growth. The problems there are
governance challenges, and as that improves, | think there will be many
opportunities there for growth.

| just want to end by saying that to me, the core issue of global growth is not
actually the opportunity set, but rather the geopolitical access and the vacuum
of great leadership on the planet. Winston Churchill said, “Business and
economy is not a tiger to be shot”. Unfortunately, many leaders still look at
business in a negative way. Business is not a cow to be milked with very high
taxes and all kinds of other ways to milk the business rather than allow it to
grow. Business is the horse that leads the cart. And if we have leaders that
are visionary and are able to understand the importance of the private sector,
the public sector, public-private partnerships, and entrepreneurship to create
growth and jobs, and focus on the human capital aspects, then we will start to

see a rebound in global growth over the mid- to long-term. Thank you.

C. Banerjee:

Thank you, Mr. Khemka.

| deliberately kept Mr. Xie until the end, because | wanted the industry and
business perspectives to come out. As an independent economist, | would like
you to talk not just about whether China is going to see a rebound in growth
and where China’s growth will come from as it moves towards a rebalancing. |
would like you to look at it from the overall perspective of the world. You have
heard different views coming in. The views are not necessarily in agreement
with each other, but we see, even in these depressed conditions, a lot of
strong optimism coming from many of our speakers on different parts of the
globe, whether in Europe or Russia. So where do you see the trends, moving

on?



A. Xie:

Well, | think that we all love to be optimistic, especially businesspeople.
Businesspeople are optimistic; otherwise, they would not be in business.
Economists tend to be pessimistic, so that is why they are not in business. |
think that the facts are more important than sentiment. The facts are that the
global economy has been sliding, and the World Bank is downgrading their
forecast. That is a fact.

Now, the downward trend is in the background of a huge stimulus in the last
seven or eight years. In 2008, we had a debt crisis, and it basically centred on
the mortgage debt in the United States and the government debt in European
countries. What was the response to the crisis? More debt. More debt! How
much more debt since the crisis? USD 60 trillion. Now the global economy is
only USD 70 trillion. We have added USD 60 trillion since the crisis. What
have we got? You do not need to listen to economists or governments; you
can look around. The change around that you can see, is that worth USD 60
trillion?

The problem is that growth is slowing down, and the people are asking for
more stimulus. What does stimulus mean? More debt. So now on the margin
we are talking about adding around USD 4 of debt for every USD of GDP. And
that ratio is going to rise, because what | have noticed is that productivity
around the world is declining. Our technology colleagues are very positive
about innovation and so forth, but we are not seeing all that investment in
information technology impacting productivity this time. There is no impact.
Productivity is going down. The iPhone and all the mobile phones double their
capacity, their efficiency, every couple of years. But this has no impact on the
economy because you cannot eat iPhones. That is the problem.

There are two ways to look at what is going on. One is that growth is going to
be slow. We have to accept that. That is one possibility. But if we accept that,
then we have to cut the debt. We cannot stimulate it anymore. That is one way
to look at it. The other way to look at it is that we have been spending money

in the wrong places. So instead of pushing the economy forward, we are



increasing the burden on the economy: more debt and no productivity. So that
is the kind of the worst the two worlds.

My personal view is that we have a bit of both. In this world, we are seeing a
leadership failure. We are where we are now, and there is so much trouble,
because over the past 20 years, we enjoyed the benefits of globalization, but
we did not address the problems. Instead, we asked the central banks to
address the problems. And the central banks make you believe that economic
growth is about stimulus. Even today, when growth is slowing down, people
are talking about a negative interest rate, and they think that a negative
interest rate is something real. They do not believe that it is going to lead to
chaos. People are going to demand cash. They are going to stuff money
under the mattress. They do not need banks, and the banks will all go
bankrupt because of a negative interest rate. The central bank people are not
thinking straight. So we are going down a very dangerous path.

Now, if you look at Japan over the last 20 years, cheap money has led to
nothing. It is just perpetual stagnation. Now the whole world is going down the
path of Japan. For us, it is very difficult to be very optimistic now, because of
the leadership failure. We need a change in leaders in the world, to think
differently. And unless we have a major leadership change, | am afraid we are
heading towards a huge crisis. The crisis could be far bigger than what we
saw in 2008.

How are we going to solve debt? There are two ways. One is to become more
efficient or to save more money to pay off the debt. Debt means a very bad
economy for a long time. The other is to create inflation. You punish the
savers, and you take their money away. What will be the consequence of high
inflation to get rid of the debt? You are going to have social instability. This is
why | say that we are not addressing the big issues yet. It is very difficult to be
optimistic about the future. The leaders around the world are not talking about
real reforms; they are talking about stimulus. As long as you hear stimulus,
you hear that the central bank is going to do something more. The world is

getting into deep trouble. That is, unfortunately, my take on the world.



C. Banerjee:

| am going to come back to you for more solutions from your point of view.
Having said that, we have, ladies and gentleman, just 16 or 17 minutes for
discussion and a Q&A, and therefore | will open it up to the floor for you to
make a comment or a question to the panel.

Yes, Naushad, | will start with you.

N. Forbes:

| have two questions related to the role of technical change in economic
growth. One, for the more developed world, and picking up on Mr. Xie’s
comment just now, the economist Robert Solow said some years ago, “You
see the computer everywhere except in the productivity statistics”. So, what
would it take to actually see the computer in the productivity statistics and to
see all of these investments that are taking place in IT over so many
decades? Is it ever going to show up in productivity data and therefore
become a driver of economic growth?

And then, turning to developing countries, the role that technical change has
played in most economies around the world as they have caught up with the
richer world has been very fundamental. It has contributed over half of the
economic growth of most countries in their catch-up process. What would
enable India, Myanmar, and countries in Africa to catch up that much faster

using technical change?

C. Banerjee:

Thanks. | will take a few more questions from the floor before returning to the
panel. Anybody else who wanted to comment? As you think about the next
guestion or next comment, | will turn to the panel and see if anyone has a
response to make to Naushad. Naushad’s question was very open question,
so does anybody want to comment on what he said? Mr. Xie, would you like

to?



A. Xie

On the first question: would IT investment lead to productivity? Unfortunately, |
do not think so. If you look at the mobile phone, how could it be good for
productivity? Everybody is becoming a mobile phone zombie, walking around,
reading what? The whole Internet is like a gigantic tabloid. How could that
lead to a productivity increase? | do not see it. | think investment is justified
because it is entertainment. | just do not see that it is a major driver for
productivity.

For emerging economies, the lesson to learn from China, Korea, and Japan is
why the Asian countries are developed. They have problems now, but they
were successful at developing their economies. The most important thing is to
push infrastructure investment, no matter what. With infrastructure, all the
investment will initially have no return. When you build the first highway, there
Is very little return, because you need a network to have a return. To have a
network, you have to keep pushing and pushing until one day you hit it, and
then you have productivity. So | think that for India and Myanmar, the most
important thing is to just keep going, keep building infrastructure until you see
productivity. And that needs a government with long-term thinking. You have
to persist.

In China, in the 1990s, Zhu Rongji came along and laid the foundation for
what would happen over 20 years. It is about leadership. If you have the right

leader, it is all going to happen.

C. Banerjee:

Mr. Guo, do you agree with what Mr. Xie has said?

P. Guo:

| would like to take Huawei as an example. Twenty years ago, when Huawei
jumped into the telecom industry, eight companies from seven countries
dominated almost 100% of the market share in China and around the world.

Through heavy investment in that area, a company like Huawei or a company



from the emergent countries has the opportunity for heavy investment in ICT
technology and has the opportunity to catch up. That is to answer the first
guestion.

The second one is to relate this to investment in technology. After more than
30 years of development, we can say that up to now we have almost fixed the
people-to-people connection problem. But the Internet of Things extends great
potential for us, and we do not have enough technology to fix it. In the past,
we all know that there were a lot of very famous companies like Lucent or
Motorola that did not have enough investment in technology, so they went
bankrupt. So no matter whether you are located in an emergent country or a
developed country, if you do not have enough investment in technology, you
could lose the opportunity.

And in the coming future, we have the possibility that ICT technology, as my
friend Mr. Dubovskov just mentioned, will stay on the same path. The ICT
technology will enable other industries. Historically, telecom was just one of
the isolated industries that had nothing to do with the other verticals, but right
now, almost everyone wants to be connected. So invest in technology,
connect to other vertical industries, and develop platform applications that
could drive business growth and also create potential growth for a company.
Take Huawei, for example. The company had over USD 60 billion in revenue
last year. We still expect more than 20% growth this year. So, invest highly in
technology, fix potential problems, and expose great growth for the company

and for the country.

C. Banerjee:

Thank you. | also want to turn to Mr. Dubovskov for his comments, having
heard what Mr. Guo has said. Do you share the same perspective that we just
heard from both Mr. Xie and Mr. Guo?

A. ly6oBcCKOB:



Mbl, Kak BeayLiasa TenekoMMyHukaunoHHasa komnaHusa B Poccum n BoctouHowm
EBpone, JaBHO U TECHO COTpyaHWYaeM C yBaxaeMoW KomnaHuven Huawel,
ycrnexamm KOTOpoKr OYeHb BrieYyaTneHbl. A npuwen B TeNeKoOMMYHUKALVMOHHYH
oTpacnb 25 net Hasag. [OBaguaTtb naTb, 20 1 gaxe 15 neTt Hasag nosuumm
HaLUMX yBa)KaeMblX MApTHEPOB ObINKN, MArKO roBopsi, cnadbiMmu.

NocnoguH Mo MNMuH coBepLlUEHHO npaB: 3TO BEPHO M B OTHOLWIEHUN OTAESIbHO
B3ATOM KOMMaHUU, N B OTHOLLUEHUWN KaXXAOW CTPaHbl U MMpa B LIESIOM, C y4EeTOM
BCEMPOHMKAOWENO BIIMAHUS MHAPOPMALMOHHBIX TEXHOMOMMKW BO BCE BWUAObI
Ou3Heca 1 BO BCe OTpaCin 3KOHOMMUKMN.

OTBeyvyasi Ha BONPOC O TOM, Kak MOXHO NOAHATb NPOM3BOAUTENBHOCTL TPyAa,
X04y cKasaTb, YTO MPOU3BOAUTENLHOCTL Tpyda NPOU3BOAUTENBHOCTU Tpyda
po3Hb. [1Na cTpaHbl, roe Npou3BOOMTENBHOCTb Tpyda KpamHe HU3Ka B CUny
HeCcOBEpPLLUEHHOrO MOSIMTUYECKOro YCTPOMCTBA, apXanyHom MHPaCTPYKTYpbl K
Tak pganee, poCT MNpPOM3BOOMTENBHOCTM Tpyda — HacywHas 3agada.
bnarogapss emy noOBbILLAETCA YPOBEHb XWU3HWM HaceneHusl. Yenosek Kak
0enkoBoe CywWeCcTBO CTaAHOBUTCA CYacTniMBee, Yy HEro nosiBNaeTcs
BO3MOXHOCTb ObITb 4enoBekoM. Kak Mbl C BaMu 3Haem, MO OuEHKe
BcemupHon opraHusauuMm 30paBOOXPaHEHUs, B  MUpe, K COXaleHWuo,
rosiogaeT oKomo ABYX MUNNapaoB YEnoBeEK.

B ogHux cTpaHax poCT NpomM3BOAMTENbHOCTM Tpyaa — HacylwHasa 3ajada, B
Apyrux HeT. Bbl MOXeTe WCKMIYUTL W3 CBOEro rpaduka exeaHeBHYH
YyeTblpex4yacoByto cuecty n TeM cambim obecneunTb pocT
NPOM3BOOMTESNBHOCTN Tpyda B KOHKPETHOW 3KOHOMUKe. [loaTomy eule paas:
NPON3BOAUTESNBLHOCTb TpyAa NPOU3BOAUTENBLHOCTU Tpyaa po3Hb. Ha kaxabin
BOMNPOC Hago oTBeYaTb MHAMBUAYANbHO, B 3aBUCMMOCTM OT reonosinTUKK, OT
COCTOSAHMUSI 3KOHOMWKW CTpaHbl, OT AWHAMMUKN Pas3BUTUS 3TON SKOHOMWUKM BO
BPEMEHU, OT TOro, HA KakOM 3Tane TexXHONorn4yeckonm TpaHcopmaumm ata
9KOHOMMKA HaxoAuTCA M Tak gdanee. YHMBepCanbHOro oTBeTa Ha BOMPOC O

TOM, KaK NoAHATb NPpONU3BOOUTENTIbHOCTb Tpyada, HET.



C. Banerjee:
Thank you.

Any comments from Mr. Aurik or from Mr. Coombe? Yes, Mr. Aurik.

J. Aurik:

Maybe a short comment. My point was that in the short term, three to five
years, | am cautious; in the long term, | am optimistic. This includes
technology, by the way. Your question was: when are we finally going to see
the productivity benefit of technology? | think it is a matter of time, and it will
take longer than we think. The reason is that we all read the newspapers, and
we all read about the Airbnbs and the Ubers and the Facebooks and the
Apples of the world. Those are great stories, and we are all amazed by it, and
many fantastic things happen. But if you take a step back, those companies
represent maybe 1% of GDP. | have not measured it, but that is probably not
far off. Ninety-nine percent of the GDP is normal companies that are still
working in the ways that they used to work. Reform and transformation in
general is very hard. It takes a long time.

Some people mentioned leadership, and | think rightly so. Leadership is hard
nowadays, both in countries and in companies, and change, particularly using
technology to fundamentally change the way you work, takes time, but that is
what drives productivity in the end. It takes years to put in place. | honestly
think that benefits will come. | think it affects many, many industries, almost all
industries, so | am very optimistic in the long term. But it will take years and
maybe even decades for it to fully emerge. A lot of hard work and a lot of

water needs to pass under the bridge before we will see the full benefit of that.

C. Banerjee:

Mr. Coombe?

G. Coombe:

| think the comments that Johan has just made are absolutely right.



There is a difference, in my mind, between the economic cycle that we are
going through now and the one that we have been through in the past
because of the level of disruption in the marketplace and the degree to which
it is totally disrupting industries, work practice, consumer habits, and the like.
And technology is driving that.

Whereas before, the sea lifted all the boats as we came through a productivity
improvement cycle, | see it slightly differently now. | am optimistic. | think we
will start to grow again, but | think it will be much more volatile. | think there
will be some big winners, and | think there will be some big losers. That is a

different exit to the economic cycle than was true in the past.

C. Banerjee:
The comment from Naushad also relates to what is happening in India.
Khemka, from the Indian perspective, to what Naushad said, what would be

your comment?

S. V. Khemka:

A few things. First, | think it is not whether technology is necessarily increasing
productivity, but rather that the lack of technology will impede growth. Like
Lord Acton said about accuracy, “Accuracy is not a virtue; it is a duty”. | think
technology is the same. In industries, if you do not keep up with technology,
you will be out of business. So | think it is a basic foundation.

| think this allows countries like India a chance to leapfrog. For example, the
mobile revolution in India has really helped people connect and has changed
our country in many ways. | believe it has impacted our growth rate.

India has the largest number of poor people on the planet: 300 million people
living in extreme poverty. | believe that in a country with such inequality, the
only way we are going to fulfil the sustainable development goals the United
Nations has put forward to end extreme poverty on the planet by 2030 is
through massive disruption of current systems. And the basic systems are

education (just in a state like Uttar Pradesh, we lack hundreds of thousands of



teachers compared to the need), infrastructure, toilets, lots of things. And
technology is a way of trying to figure out how to create a green, sustainable
economy at low cost and allow millions of people to rise.

Because without that, if we just copy the old systems, if you extrapolate the
number of cars India would have if we keep growing at 8%, we are going to
have a disastrously polluted planet at the current emission rates. So
technology is fundamental. It is necessary, and in countries like India, a strong
focus on technology will allow us to leapfrog, solve many problems, and come
up with new models that perhaps then can come back and improve the

economies of more advanced, developed countries.

C. Banerjee:

We have used up all the time, but does anyone else want to have a go at any
comment or questions from the floor? | can give one opportunity to the
audience. Otherwise, | will end with one comment or a question. Yes, please,
go ahead. If your question is specifically to any panellist, please do mention
that.

S. V. Khemka:

| think the crisis of leadership cannot be resolved by technology. | think the
crisis of leadership is about the education system, and if we do not imbue the
education system with some sort of conscience, some sort of sense of values,
what does it mean to be a global citizen? What does it mean to be a citizen if
we do not do that? Unfortunately, we are going to be creating lots of leaders
that frankly are not solving the core problems that we need to solve on the
planet.

Our foundation is committed to working on exactly this issue. We have a
curriculum on ethical leadership that we developed with the Harvard Graduate
School of Education and Columbia University. We tested it at a few schools in
India. Now we have reached three million kids in 14 countries. It is about

teaching young children to be good global citizens. What does it mean to be



an ethical leader? What does it mean to be an altruistic leader? What
responsibility do you have as a leader? So hopefully this will eventually have

some impact.

C. Banerjee:

Does anyone else want to respond to that? Otherwise, | will end with one
guestion to all my panellists. We talked about growth, we talked about
technology, and we talked about disruption, but one of the issues that came
up also is the challenge of providing, for instance, a million jobs per month in
India. So what about the quality of growth? Is there a concern about the type
of quality of growth that we would see and whether the growth would be
sustainable? Is there any concern or is there any issue or caution that is
coming out from any of the panellists as a concluding remark from any one of
you or from each one of you? | would like Mr. Xie again to start off with your

comments.

A. Xie:

We are talking about the quality of growth. | think that since 2008 we have had
poor growth. But there is also very bad quality of growth. We have seen rising
inequality, which is not necessarily a bad thing. Steve Jobs and Bill Gates
made a lot of money by creating something very useful to other people, and
they were rich, but they made other people rich too.

But look at these last 10 or 20 years. The rich people are in front of the
financial world, hedge fund guys who make money by taking other people’s
money away. They are very clever people. The central banks, on the other
hand, are creating more ammunition for speculation. So if you go to Davos,
what do you see? Just politicians and central banks and speculators. They all
get together to come up with more schemes to have a big casino, and in this
casino the game is rigged. You bring poor people pension funds, and the
money all flows into their pocket. So poor people and average people have no

money to spend. You look around. These guys, they have so much money.



What do they spend the money on? They buy paintings. Then they buy
paintings from each other, because there are only so many paintings. Then
the paintings’ prices go higher and higher, and they become richer. So the
property prices in London and New York rise sky high. Then they sell
properties to each other. And you see, more and more money is going to this
small circle. This is not 1%. This is more like 0.01%. And all their money is
going there. All you need is to look at property prices. Where the property
prices are sky high, you know that these people live there.

Unfortunately, the wrong policy is driving income distribution away from
average people to a few people, so unless we address this problem, we have
a very distorted economy. We have got to redistribute income back to the
people. Then we will have more demand, we will have more investment, and
we will get into a virtual cycle. If we concentrate our income in this small elite,
the whole world will blow up; it is just a matter of time. What do you see in the
United States in this election? This is just the beginning of this process. The
average people do not know what is going on, but they do know something is
wrong. How come my life is getting tougher and tougher? You are going to

see political revolutions to come.

C. Banerjee:
| will just end with some quick comments from each one of you, not just to
counter what Mr. Xie said but proactively, if there are any points that you

would like to make. Mr. Aurik, any concluding remarks to make?

J. Aurik:

What do you want me to say after this? | was cautious in the short term and
optimistic for the long run. | think | remain that way, even though perhaps |
need to adjust where | am after this speech. Ultimately, the words “leadership”
and “reform” were mentioned, and that is a factor that we as a society and as
a world need to speak about more often, because that is going to be the

crucial factor for bringing long-term growth sooner and managing downturns



better. Leadership is harder nowadays. The average life cycle of a CEO is
under three years in the US, or something like that. We all know the lists of
country leaderships that are in trouble or soon will be. Leadership is very hard,
and we all know that the only way really to grow our way out of it is not by
adding more debt but by true reform in society and true transformation in
companies. Leadership is actually in short supply. That is the scarce resource

that we all need to focus on, | think.

G. Coombe:

| started my discussion earlier by saying | am optimistic about growth, and |
am, but | am glad the discussion moved on to the more important question
about who benefits from the future growth that we generate. There are whole
swathes of the population that have been denied the growth that we have
enjoyed over the last 20 years. | have got no doubt that if we continue on the
trend we are on, where the elites benefit and the mass market does not (and |
am very close to the mass market because | sell dishwashing liquid and
diapers and soap powder), unless we fix that as leaders, we have a big

problem.

P. Guo:

Today, almost all industry products exceed the demand. Just take Huawei, for
example. We can provide global telecom equipment by ourselves, but we
cannot get that contract. So make use of the technology, leverage the product
efficiency, and make sure the consistency of quality is fundamental to the
company. | think that we can also learn from German industry. Germany
always lays a solid foundation for their industry, because they can ensure the

consistency of their quality.

S. V. Khemka:
| just want to echo what some of the people have said here with an illustrative

example. In this room there are about 100 people. Imagine if someone locked



the door, put lots of food and water in this room, and said you have to survive
for the next week in this room. Then one person took 41% of the food and
water into that corner and built a fortress; eight people took 92% of the food
and water and put it into another corner. That is the state of the world today in
terms of how wealth is shared on the planet. It is not sustainable. We all need

to wake up and smell the coffee and do something about it.

C. Banerjee:
Thanks, and the last comment is from Mr. Dubovskov. Any concluding

remarks?

A. ly6oBcKOB:

MHe KaxeTcs, y Hac cocTosarnachb o4eHb xopollasa guckyccus. Kak suante, Mol
BCE MNpUWNM OT BOMpoca TeMMOB WM KadecTBa pocTa K BOMpocam,
CBSA3aHHbIM C KayecTBOM 0OOpasoBaHus, coumaribHOW cripaBeannBoCTbio. B
KOHEYHOM cyeTe, BCe CBOAMTCHA K BOMPOCY O CyLIEeCTBOBAHUM YErOBEYECKOM
LMBUIM3ALMU, @ HE K KOHKPETHbIM 9KOHOMMUYECKNM npobnemam.

Bo3sbmeM, Hanpumep, nNpou3BOAUTENBHOCTbL Tpyda: Kak s YyxXe ckasan,
NPOM3BOANTENBHOCTL Tpyda NPOU3BOOUTENBbHOCTM Tpyaa pos3Hb. [lBa
Munnuapga 4enoBek Ha 3emne rofiodalT He MNoToMy, 4YTO Yy Hac
HeJOCTaTOYHbIN  POCT  3KOHOMWKUM UMW MPOU3BOAUTENBHOCTU  Tpyaa.
ApreHTMHa MOXeT HakopMUTb BECb MUP MSACOM, Poccna — nweHuuen. [erno

He B 3TOM, a B HeobxoammocTn 6onee cnpaBeanMBOro MMpOYyCTPOMCTBA.

C. Banerjee:

Thank you, ladies and gentlemen, for that very wonderful session, and | must
thank my panellists especially. All of us are basically, by and large, in the
solutions business, and when you are in the solutions business, you have to
be optimistic and find solutions to the several challenges that we are posing

for all of us.



It was a wonderful discussion session. | want to thank the audience for its
support with some very good questions, as well as for your patience and for
listening to the wide-ranging viewpoints, sometimes not very cohesive and
sometimes not quite in agreement and in consensus. But as they say, if there
are three economists in the room, you will get seven viewpoints. You had
industrialists and economists together, so obviously there was space and
room for everybody to come up with their own opinion.

So thank you, ladies and gentlemen. Thank you very much for this wonderful

session.
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