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Indo-Pak Trade
Several Steps in Right Direction
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istory is replete with examples of how robust economic relations
between countries help in addressing and resolving political
conflicts. The present-day Europe is an example. Countries which
fought against each other not so long ago have jointly formed the EU
primarily for trade and commerce.
India and Pakistan should learn lessons from these countries.
Fortunately, after a gap of almost a decade both have agreed to take
trade-related confidence-building measures, which can have farreaching implications for normalisation of ties between the two
neighbours. A number of forward-looking steps have been taken
during the recent visit of Indian Commerce Minister Anand Sharma to
Pakistan. These should form the basis for a built-in agenda for
strengthening relations between the two countries.
As always, sceptics will cry foul. For instance, there is a negative
sentiment in some sections in India over the delay on the part of Pakistan to
grant the most favoured nation (MFN) status to India, which may not mean much
in terms of new trade creation or diversion but is a politically-sensitive issue.
A more important issue in forging Indo-Pak trade relations is moving (on the
part of Pakistan) from the positive to the negative list regime which will allow
both countries to trade all products barring only those listed in the negative list.
However, the recent decision of the Pakistani cabinet to defer the modality of
doing trade with India from the positive list approach to a negative list regime
should not be looked at with pessimism. Why? That decision might change over
time, given the overall agenda of normalising trade relations between the two
countries.
Five important decisions were taken during Anand Sharma’s visit in February
this year, which will address concerns about customary and procedural nontariff measures affecting trade between India and Pakistan.
The importance of easing visa rules, simplification of customs’ procedures,
mutual recognition of each other’s standards, institution of a body to deal with
trade-related grievances, and opening of bank branches in each other’s country
is to be viewed as part of a built-in agenda for incremental improvement in trade
relations.
Normalisation of Indo-Pak trade relations will also give a significant boost
to regional trade integration in South Asia, since the two are the largest member
states of the South Asian Free Trade Area (SAFTA).
Recently, CUTS International with support from The Asia Foundation and a group
of NGOs, conducted a study on “Cost of Economic Non-Cooperation to Consumers in
South Asia”. It estimated that consumers will benefit from access to cheaper
products if SAFTA facilitates more open trade between the regional economies.
The study found that the trade between India and Pakistan has enormous
growth prospect. Both countries together stand to save a minimum of 55 percent of
their total imports on about 200 product categories, reducing the consumption
expenditure of both the countries by more than US$800mn per year.
The built-in agenda agreed by India and Pakistan would not only normalise
trade relations, but can also help reduce trust deficit between the two
neighbours.
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The World’s Best Hope for Growth
– Martin Wolf

Financial Times

Having started on the
road to growth, the
chances... will continue
to grow quickly are
good

B

etween 2007 and 2012, the Chinese
economy will expand by close to 60
percent. Emerging Asia as a whole will
grow by almost 50 percent. Over the
same period, economies of high-income
countries will grow by a mere three
percent. Who can doubt that the world
is
undergoing
a
profound
transformation?
If we look at emerging economies’
growth in detail, we see that Asia is the
most dynamic region, and the one least
affected by the global crisis in 2008 and
2009. Sub-Saharan Africa came second
to Asia, on both points.
Latin America and central and
eastern Europe were less dynamic and
more vulnerable to adverse external
shocks.
Is it robust enough?
So what now? As the Institute of
International Finance, an association
of global financial institutions, argues
in its latest Capital Market Monitor:
“The key question for 2012 is whether
the resilient parts of the global
economic and financial system – the
emerging market economies and the
non-financial corporate sectors – are
robust enough to cushion the potential
impact of high credit risk to the mature
economies”.
For the most important emerging
economies upside risks may not be

important, since their performance is
already expected to be so good. Yes,
China might grow by 10 percent and
India by nine percent. But that would
hardly be a huge surprise.
Far more significant is the
possibility of big surprises on the
downside, particularly for China, which
has become such a powerful driving
force for other emerging economies,
especially commodity exporters.
Risks to big emerging countries
Some of the vulnerabilities result from
growth itself. Development makes a
society more mobile, more demanding,
and better educated and informed. It
also changes the nature of the demands:
richer people naturally seek a degree of
personal autonomy and engagement in
public life.
Furthermore, rapid development is
almost always unbalanced. Among the
challenges that result are those of
managing the transition from
investment-led to consumption-led
growth and dealing with the aftermath
of huge property bubbles.
A crucial point for emerging
countries is access to essential
resources at manageable prices. One of
the most important novel features of the
world economy is that commodities are
so expensive, despite the weak growth

of the high-income countries. This is a
measure of the transformation of the
pattern of global economic growth.
An addition question
An important additional question is
whether sustained growth of emerging
countries might pull the high-income
countries out of their current
sluggishness. The answer is: no. Most
of the growth of the high-income
countries will continue to come from
internal demand.
In sum, emerging countries, led by
Asia, are likely to continue to grow
rapidly in 2012, as they did in 2010 and
2011. That is immensely important for
human welfare. Yet emerging countries
are not immune to low-probability, highimpact disasters – internal, external or,
more likely, some combination of the
two.
While they do have substantial
cushions, these may not always be
enough. Beyond this, emerging
countries will be unable to pull the highincome countries into fast growth. The
latter will have to save themselves by
their own exertions. This is what leaders
of emerging countries argue. They are
right.
Yet a further balancing of today’s
pattern of current account surpluses
and deficits would certainly help.

– Chief Economics Commentator, Financial Times, London; Excerpts from an article which appeared in Financial Times,
on January 11, 2012
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Brazil Slammed Rich Countries
Brazilian President Dilma Roussef
slammed rich countries for unleashing
a ‘tsunami’ of cheap money that
threatened to ‘cannibalise’ poorer
countries, forcing them to act to protect
struggling local industries.
She was criticising the efforts by the
European Central Bank, the Bank of
Japan and others to spur their
economies through low interest rates
and cheap loans. “We have a currency
war that is based on an expansionary
monetary policy that creates unequal
conditions for competition,” Roussef
said.
Currency war is where countries
seek to achieve a lower exchange rate
to protect exports. Brazil warned it
would take further measures to stop the
(FE, 03.03.12)
Real strengthening.

Index to Compare India
To assess the performance of the
Indian economy in relation to the rest
of the world, a new rating index called
Comparative Rating Index for Sovereign
(CRIS) has been introduced by the
Indian Finance Ministry. The new index
is based on ratings by the prominent
Moody’s ratings and data on the GDPs
of different countries given by the
International Monetary Fund (IMF).
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Chinese Lending to Latin America
Chinese state banks have lent
upwards of US$75bn to Latin America
since 2005. In 2010, they lent more than
the World Bank, Inter-American
Development Bank and the US Ex-Im
Bank combined.
This underlines China’s growing
influence in the fast growing region.
“On the positive side, it is clear that
China is a new and growing source of
finance in Latin America,” said a report
entitled “New banks in Town: Chinese
finance in Latin America”.
“Some on the left say China’s rising
importance in Latin America is driven
by an ideological desire to boost SouthSouth ties. Others on the right say that
China is buying influence with cheap
money,” said Kevin Gallagher of the
Boston University, one of the coauthors of the report.
(FE, 17.02.12)
Thailand Pays the Price for Rice
Thailand pays the price for rice
subsidies which will ultimately ruin
government finances. The cost of the
subsidy was US$13bn for fiscal 201112, equivalent to the entire government
deficit budget.
The Thais cannot simply pass on
the increase in price to the export
market, especially in the face of rising
output in Vietnam and the resumption
of exports from India.
Thai farmers appear to be less
enthralled as they are battling logistics
and have not been able to get full
access to higher government prices.
(BL, 15.02.12)

Merit-based President
for the World Bank:
BRICS

S

eeking an end to US dominance
on the World Bank, the Brazil,
Russia, India, China and South Africa
(BRICS) group of countries said that
the appointment of the President of
the World Bank should be based on
merit and “not on nationality”.
Since the setting up of World Bank
after the Second World War,
Americans have held the top job,
while the chief of the IMF has been
from Europe.

www.globaltimes.cn

Ahead of US on R&D Growth Rate
The US is lagging behind India,
China and Brazil in rate of growth in
research and development indicators,
a Pentagon report said. The global
investment in R&D rose to nearly
US$1.1tn in 2007 in the three major
regions.
Since the beginning of the 21 st
century, global spending on R&D has
nearly doubled, publications have
grown by a third, and the number of
researchers worldwide continues to
rise. “Funding for R&D in China has
grown by 20 percent per year since
1999, with a goal to spend 2.5 percent
of its gross domestic product (GDP) on
R&D in 2010,” the report said.
Many countries are making new and
significant investments in basic
research, and a large number of nations
are participating at the leading edge of
scientific discovery.
(FE, 17.02.12)

“We are developing a new system
for comparing the relative ratings of
sovereign debt based on the historical
evolution of their ratings over five
years and the volumes of their economic
activity as measured by their GDP not
adjusted for purchasing power parity,”
said Kaushik Basu, Chief Economic
Adviser to the Finance Ministry.
India’s CRIS score has risen from
66.47 in 2007 to 69.83 in 2011. In
relative terms India has become a better
investment destination by 5.06 percent.
The CRIS rating for Greece has dropped
sharply from 74.24 in 2007 to 13.97 in
2011.
(FE, 01.02.12)

Representatives of BRICS were of
the opinion that the top World Bank
job should be open to all countries.
“It is time we break the tradition of
the US and Europe sharing the two
seats and amongst all of us we must
try harder this time to find some
consensus,” said South Africa’s
Finance Minister Pravin Gordhan.
In the meanwhile, US has
nominated Jim Yong Kim, a former
Director of the World Health
Organisation’s
HIV/AIDS
Department. Jose Antonio Ocampo,
former Finance Minister of Colombia
and Ngozi Okonjo-Iweala, Finance
Minister of Nigeria are also in the
race.
(IE, 27.02.12)
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EU Pact Faces Hurdle
All but two European Union (EU)
countries signed a fiscal pact to tighten
budget discipline. Only Britain and the
Czech Republic did not sign the
agreement.
“This stronger self-constraint as
regards debts and deficits is important
in itself,” said Herman Van Rompuy,
President of the European Council. “It
helps prevent a repetition of the
sovereign debt crisis,” he added.
Germany pushed for it to prevent a
repeat of the loose spending that led to
economic crisis. However, the German
government is facing hurdles to pass
this pact. Opposition groups have
raised pressure to agree to growth
stimulating measures for suffering euro
zone countries.
(Mint, 05.03.12 & BS, 03.03.12)

Push for Financial Transaction Tax
Britain will end up paying the EU’s
financial transaction tax whether it
joins the scheme or not. And it would
not receive the proceeds of the levy
imposed in the rest of the EU if it
continues to veto its entry into force.
“The UK would lose a lot if other
members decide to move ahead with a
financial transactions tax,” said
Algirdas
Semeta,
European
Commissioner for Tax. He argued that
an Financial Transactions Tax agreed
by all 27 EU members could even help
shore up the UK’s public finances by
reducing its annual contribution to the
EU’s €140bn a-year operating budget.

Meanwhile, there is opposition in
Germany. Philipp Rosler, German
Economy Minister and leader of the Free
Democrats, the junior coalition partner
in the government, said his party would
only support the tax if it was introduced
across the 27-member EU.
(FE, 24.01.12 & FT, 13.01.12)

Momentum to Drain
The world economy will lose
momentum in 2012 but it will keep
moving in the right direction. This was
stated in a Reuters poll of around 600
economists covering 20 developed and
emerging economies.
“We are fairly optimistic on the US,
and we’re in the soft-landing rather
than the hard-landing camp for China,”
said Investec economist V ictoria
Cadman. “(That’s) notwithstanding the
huge risks that the euro crisis poses if
a more disorderly fallout results,” she
added.
This year looks certain to be
difficult for the rich developed
economies. The world’s largest, the US,
should grow around 2.2 percent in
2012.
(FE, 21.01.12)
South Asia’s Growth Down
South Asia’s economic growth
slumped in 2011, dragged down by a
slowing India. This is according to the
United Nation’s World Economic
Situations and Prospects 2012 report.
A combination of domestic and
external factors has reined in the
world’s second fastest growing

economy, which constitutes almost 80
percent of South Asia’s GDP. India’s
dependence on volatile capital inflows
makes it more vulnerable to any doubledip recession in Europe and the US than
other South Asian economies.
Meanwhile, a report by Knight Frank
& Citi Private Bank said that surpassing
China, India will become the world’s
largest economy by 2050. Indian
economy will reach US$85.97tn size in
terms of purchasing power parity by
2050.
(BS, 29.03.12 & Mint, 18.01.12)
Decline of Growth Engine
China’s GDP growth slowed to 8.9
percent in the last quarter of 2011,
showing that the world’s fastest engine
of growth is down-shifting. The global
economy increasingly depends on
China for growth.
China has begun to ease monetary
policy to try to avoid a calamitous drop
in growth. But the government’s policy
response is constrained by the
consequences of stimulus lending
which ended up heavily burdening local
governments that borrowed for
infrastructure projects.
In March 2012, China has officially
cut its 2012 growth target to 7.5 percent
and made boosting consumer demand
the year’s first priority. Lower growth
will allow reforming key price controls
without causing an inflation spike.
Monetary policy can stay broadly
expansionary to ensure a steady flow
of credit to small and medium firms.
(BL, 06.03.12 & Mint, 18.01.12)

European Debt Crisis: G20’s New Rescue package

T

(Mint, 27.02.12)
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he world’s leading economies have lined up a deal on a second
global rescue package worth nearly US$2tn to stop the euro zone
sovereign debt crisis from spreading and putting at risk the tentative
recovery. It will be made effective from April 2012.
It is part of efforts to build up massive international resources and
convince financial markets that they can stem the euro zone’s debt
problems. The G20 has no intention of easing its pressure on Europe by
giving it a strong signal that the world’s leading economies will review
the resources of the IMF in April without setting a date for a deal.
However, they left no doubt the cash is needed to calm markets and
secure economic growth. “In order to overcome the crisis, you have to
get ahead of the curve and have a big enough bazooka,” said Olli Rehn,
European Commissioner for Economic and Monetary Affairs.
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Why Isn’t Capitalism Working?
– Lawrence Summers

A

Inadequate policy
The spread of stagnation and abnormal
unemployment from Japan to the rest
of the industrialised world does raise
doubts about capitalism’s efficacy as a
promoter of employment and rising
living standards for a broad middle
class. This problem is genuine.
Few would confidently bet that the
U.S. or Europe will see a return to full
employment as previously defined
within the next 5 years. The economies
of both are likely to be constrained by
demand for a long time.
But does this reflect an inherent flaw
in capitalism or, as Keynes suggested,
a “magneto” problem (like the failure
of a car alternator) that can be
addressed with proper fiscal and
monetary policies, and which will not
benefit from large scale structural
measures?
The
evidence
overwhelmingly supports the latter.
Efforts to reform capitalism are more
likely to divert from the steps needed to

The social sector, and not the key productive areas
of the US economy, needs to reinvent itself

Paresh Cartoons

mericans have traditionally been
the most enthusiastic champions
of capitalism. Yet a recent American
public opinion survey found that just
50 percent of people had a positive
opinion of capitalism while 40 percent
did not.
Three elections in a row in the US
have been bloodbaths by recent
standards for incumbents, with the left
side doing well in 2006 and 2008 and
the right winning comprehensively in
2010. With the rise of the Tea Party on
the right, and the Occupy movement on
the left, this suggests far more is up for
grabs than usual in this election year.
So how justified is disillusionment
with market capitalism? This depends
on the answer to two critical questions.
Do today’s problems in-here in today’s
form of market capitalism or are they
subject to more direct solution? Are
there imaginable better alternatives?

promote demand than to contribute to
putting people back to work.
That said, sharp increases in
unemployment beyond the business
cycle along with dramatic rises in the
share of income going to the top 1 and
even the top .01 percent of the
population and declining social
mobility do raise serious questions
about the fairness of capitalism.
The problem is real and profound
and seems very unlikely to correct itself
untended. Unlike cyclical concerns
there is no obvious solution at hand.
Indeed the observation that even
Chinese manufacturing employment
appears well below the level of 15 years
ago suggests that the problem’s roots
lie deep with the evolution of technology.
Social sector problems
The agricultural economy gave way to
the industrial economy because
progress enabled demands for food to
be met by only a small fraction of the
population, freeing large numbers of
people to work outside agriculture. The
same process is underway today with
respect to manufacturing and a

substantial range of services reducing
employment prospects for most citizens.
At the same time, just as in the early
days of the industrial era, the
combination
of
substantial
dislocations and greater ability to
produce at scale is enabling a lucky few
to acquire great fortunes.
The nature of the transformation is
highlighted by the 50-fold change in the
relative price of a television set of a
constant quality and a day in a hospital
over the last generation. While it is often
observed that wages for median workers
have stagnated, this obscures an
important aspect of what is occurring.
The difficulty is that in many of these
areas the traditional case for market
capitalism is weaker. It is surely not an
accident that in almost every society the
production of health care and education
is much more involved with the public
sector than the production of
manufactured goods.
The challenge for the next generation
is that its success cannot be matched
outside the market's natural domain. It
is not so much the most capitalist parts
of the contemporary economy but the
least that are in most need of reinvention.

– Former Secretary to the US Treasury and former Adviser to President Barack Obama; Excerpts from an article appeared in The Hindu
Business Line, on January 10, 2012
ECONOMIQUITY No. 1, 2012
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Trade Winds
Brussels Eyes Tit-for-Tat Trade
Public authorities in Europe will win
new powers to retaliate against
countries that refuse to give European
companies fair access to government
contracts, under a Brussels reform plan
that could strain relations with China
and raise complaints of protectionism.
The proposal aims to strengthen the
hand of EU negotiators trying to bring
down barriers to companies seeking
state contracts in emerging markets
such as China.
But the plan to create powers for
European authorities to reject bids from
closed markets have provoked a heated
debate in the EC, pitting trade liberals
against those pushing for a more robust
policy of reciprocity. Commissioners
from the UK and Sweden are still
expressing reservations and final
details are yet to be settled. (FT, 20.03.12)
India-EU FTA Hits Services Roadblock
Talks for a comprehensive trade
agreement between the EU and India are
stalled because of differences on
services. India wants the EU to ensure
free mobility of professionals without
restrictions such as experience; the EU
wants greater commitment by India to
allow foreign investment in services
such as retail, legal and postal.
The absence of free mobility of
professionals in the EU is a major
hindrance and India is seeking a
permanent solution to the issue. With
a rapidly growing skilled workforce,
India now assigns more emphasis on

getting market access in services than
in goods while signing bilateral trade
agreements.
In services agreements, India
specifically focuses on the clause that
allows greater flexibility in movement
of skilled professionals. Since the EU
does not have a common working visa
system, it restricts free movement of an
Indian professional across EU nations.

a decade ago the trade was US$3bn.
Given the current growth rate, both
sides agreed to revise the trade target
to US$90bn by 2015.
India would also set up integrated
textiles cluster in Africa which is
expected to attract investments to the
tune of US$350mn and provide
employment to 60,000 people. Tis
cluster will be established within twothree years and have vertically
integrated production facilities with
state-of-the-art infrastructure and a
public-private partnership model of
governance.
(ET, 17.03.12)

(Mint, 06.02.12)

EU Looking for Organic Products
The organic products sector is
looking forward to have laws to allow
imports from other countries. The EU is
one of the exporting groups that are
looking for access to the Indian market.
This is seen as a contradiction by
those in the EU, where many countries
allow the import of Indian organic
products if they are certified by the
National Accreditation Committee. This
is because the NAC’s certification is
treated as equivalent to the one issued
by the EU.
The EU, too, has a certification body
with a process as strict as that of India.
But India has not reciprocated Europe’s
move.
(BL, 21.03.12)

India to Lower Tariff Wall
High tariff barriers on US products
can harm economic ties between India
and the US and prove detrimental to
bilateral trade, visiting US Commerce
Secretary John Bryson said. Stating that
import duties levied by India were ‘too
high’, he sought lowering of high duties
to strengthen the ties between the two
economies.
Bryson said if India did not accept
US products and strategic investments,
the progress together could slow down
and in the long-term could cause
meaningful harm.
He also held a meeting with Union
Commerce and Industry Minister Anand
Sharma, who raised concerns over the
high rate of visa rejections by the US
and levy of high visa fee. India claimed
that there is a 28 percent decline in visa
issuance.
(TH, 26.03.12)

India, Africa Set Trade Target
India and Africa decided to revise
bilateral trade upwards to US$90bn in
the next three years. Earlier, both the
sides had set a target of US$70bn to be
achieved by 2015 and stood at
US$62bn in 2011. This is a significant
improvement, considering the fact that

Trade Policy Landscape is Changing

T
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trade where businesses are setting their own rules and
standards to remain competitive, some suggested that the
key role for the government was to
“clear up the ground” for businesses
to trade more efficiently, e.g. by
reducing administrative burdens
and improving transport and
information networks.
It was opined that the “size
matters more” in a globalised world,
where competitiveness derives
more and more from economy of
scale and that trade is a tool to
achieve development, thus
coherence is needed between trade
policy.
(UNCTAD XIII, 30.03.12)
Paresh Cartoons

he game of trade is changing fast, and so should trade
policy and the ways such policy is formulated. But the
objective remains the same: trade is for
achieving inclusive and sustainable
growth. This was the view shared
among panellists and participants
at the Policy Dialogue: Redefining
the Role of the Government in
Tomorrow’s International Trade,
an official pre-event (Geneva,
March 26-27, 2012) to the
UNCTAD XIII quadrennial
conference.
Reacting to the question of
whether the government will
be the right actor in globalised
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Trade Disputes
WTO Upholds Boeing Aid Ruling
The WTO appeals panel ruled that
Boeing, the US aerospace company,
received US$5bn in illegal government
subsidies. The panel ruled that the
subsidies received by Boeing were much
more than what European rival Airbus
received. The panel has now ruled on
both sides of the dispute.
With the latest ruling, it is likely that
the long-running dispute between
Boeing and Airbus may be coming to an
end. The EC welcomed the confirmation
that Boeing, like Airbus, received
billions of dollars in illegal subsidies
between 1989 and 2006.
Back in May, the WTO panel ruled
that European governments provided
some US$18bn to Airbus in illegal
subsidies, which hurt Boeing.
(SMW, 12.03.12)

Fight Against China on Rare Earths
The US, Japan and the EU filed a case
against China at the WTO, challenging
its restrictions on rare earth exports.
US President Barack Obama accused
China of breaking agreed trade rules as
he announced the case at the White

House. Beijing has set quotas for
exports of rare earths, which are critical
to the manufacture of high-tech
products from hybrid cars to flat-screen
TVs.
It is the first WTO case to be filed
jointly by the US, EU and Japan. They
argue that by limiting exports, China,
which produces more than 95 percent
of the world’s rare earth metals, has
pushed up prices. The co-ordinated
complaints are the first step in a process
that could ultimately lead to sanctions
against China.
(BBC, 13.03.12)
China Limits Raw Material Exports
Led by the US, several countries,
including India, Mexico and Brazil,
have won their battle against China at
the WTO on export of raw material. In a
ruling, the WTO Appellate Body found
China’s export restraints on several
industrial raw materials used as key
components in the steel, aluminum, and
chemicals industries to be inconsistent
with China’s WTO obligations.
The Appellate Body affirmed a WTO
dispute settlement panel’s July 2011
finding, therefore agreeing with the US

China Creates Turbulence
Over EU Aviation Levies

China Daily

C

hina’s decision to bar its airlines from the EU’s carbon market represents the
first turbulence since the aviation industry was forced to fly under the scheme
a little more than a month ago. It may signal much choppier conditions to come
– both for airlines and the governments facing off against the EU over a policy
that is the centre-piece of the bloc’s effort to fight global warming.
While officials from the EC, the EU’s executive arm, predicted that Chinese
carriers would ultimately comply with the legislation that requires them to
participate in the market – formerly known as the emissions trading scheme – the
airline executives said they were being plunged into legal uncertainty.
Tony Tyler, Director General International Air Transport Association, an
industry trade group, warned' that European carriers, in particular, could face
retribution from foreign states, which do not believe the EU should levy taxes on
their airlines – particularly when they are operating outside EU airspace.
(FT, 06.02.12)

and rejecting China’s attempts to
portray its export restraints as
conservation or environmental
protection measures or measures taken
to manage critical shortages of supply.
The export restraints challenged in
this dispute include export quotas and
export duties, as well as related
minimum export price, licensing, and
quota administration requirements.
(ET, 31.01.12)

India’s Complaint against Turkey
India has moved the WTO Dispute
Settlement Body against Turkey over the
latter’s safeguard measures on cotton
yarn imports. According to the WTO,
India requested consultations with
Turkey under the dispute settlement
system concerning the issue.
The request for consultations
formally initiates a dispute in the WTO.
Consultations give the parties an
opportunity to discuss the matter and
to find a satisfactory solution without
proceeding further with litigation. After
60 days, if consultations have failed to
resolve the dispute, the complainant
may request adjudication by a panel.
Safeguard measures, are duties
imposed temporarily by a country to
protect the local industry from a sudden
import surge.
(BL, 15.02.12)
Anti-dumping Duty on Indian Shrimps
Indian shrimp exporters to the US
are hoping to get out of the anti-dumping
duty net. In a notification, the
International Trade Administration
coming under the US Department of
Commerce said that they will be doing
away with zeroing methodology on
imports. This could be first step in
getting out of the US anti-dumping duty
for Indian shrimp exports.
The US Department of Commerce’s
move comes in the wake of several
adverse rulings from the WTO.
Countries including Argentina, Brazil,
Canada, Ecuador, EU, Japan, Mexico,
South Korea and Thailand had taken the
process of zeroing to the WTO and were
relieved of the need to pay anti-dumping
duty for their exports to the US.
The Government of India was yet to
take the issue to the WTO and Indian
shrimp exporters had been paying antidumping duties on their shrimp
consignments all this while.
(BL, 16.02.12)
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Trade Winds – In Feature

Unfree Trade
The European Commission is
flirting dangerously with
protectionism
The Economist

t is a no to Europe that opens all its
‘Ipublic-procurement
markets when

others do not open them at all’, said
Nicolas Sarkozy, the French President,
in a markedly protectionist campaign
speech in March 2012. Less than a
fortnight later, the European
Commission has snapped its heels. It
has issued a proposal to let the EU close
its public-procurement markets to firms
from countries that exclude European
competitors from their public
contracts.
Protectionist measure
Like Sarkozy, Eurocrats insist that this
is not protectionism. It is, rather,
creating a lever to prise open closed
markets. The proposal has been a long
time coming. Yet many still see this as
a campaign gift to Sarkozy.
France’s Socialists will not
denounce it. But liberals, especially
Britain and other north Europeans, are
aghast. Everybody knows that Sarkozy
dislikes free trade. What dismays them
is that the commission should abandon
its role as a force for open markets.
Germany, usually careful to stay
close to France, said in a scathing
private paper that “the proposal is
unacceptable and should be rejected.”
It notes that Europe can hardly argue
against “buy American” restrictions
while adopting “buy European” ones.
One reason the proposal got past
the commission was an unholy alliance
between Michel Barnier, the French
single-market commissioner, and Karel
De Gucht, the Belgian trade
commissioner. Whether it passes the
Council of Ministers, representing
national governments, is another

matter. De Gucht says Europe must deal
with it when its competitors resort to
means fair and foul to promote their
interests. It is time for Europe to play
rough.
Bizzare GP policy
His first move in 2011 was to propose
restricting the number of poor countries
benefiting from unilateral trade
preferences. The next is to take on the
large public-procurement market,
which often accounts for as much as
15-20 percent of GDP. Some 40
countries have signed up to the
government-procurement agreement
(GPA) to open public contracts. About
US$457bn of EU contracts are open to
foreign bidders, twice as much as in
America and 13 times as much as in
Japan. More seriously, China is not a
signatory, despite years of negotiations.
Yet the commission’s idea of
threatening to exclude tenders that
contain more than 50 percent of goods
and services from foreign countries not
covered by GPA or other accords still
looks unwise. Free trade benefits
countries that open their markets by
promoting productivity. In public
procurement, citizens and governments
benefit from cheaper foreign bids that
save public money. It seems perverse,
at a time of stringent austerity, for
countries to deny themselves a means
of controlling spending.
The plan puts the interests of
producers above those of consumers
and taxpayers. And if it provokes

retaliation, even the producers will not
in fact be protected. The EU is already
close to a trade war with China, and
much of the world, over its proposals
to charge foreign airlines for carbon
emissions. It has also joined forces
with America and Japan to take China
to the WTO over restrictions on exports
of rare-earth minerals.
It is a bizarre proposal, given that
European economies would like to
export their way out of trouble taking
a leaf out of Germany’s book. And it
runs against the thrust of Europe’s
response to the euro crisis, which is to
boost competitiveness, not to coddle
inefficiency.
Commission's proposal
Worse, the commission’s proposal is
that it would not only give Brussels
power to close parts of the market, but
also allow national governments,
municipalities and other bodies to shut
out some foreign bidders (though only
with explicit support from the
commission).
This would apply to contracts above
US$6.5m with 50 percent foreign
content. Countries could thus exclude
bids that have a large share of
European content. This is not just
external protectionism: it threatens the
EU’s single market.
The commission says it is
responding to demands from European
leaders, at a summit in 2010, for
greater “reciprocity” in dealings with
the world.

Excerpts from an article appeared in The Economist, on March 24, 2012
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Intellectual Property Rights
Yahoo Sues Facebook with Patent
Yahoo sued Facebook over 10 patents
that include methods and systems for
advertisements on the Web, opening the
first major legal battle among big
technology companies in social media.
In the lawsuit, Yahoo says Facebook
was considered ‘one of the worst
performing sites for ‘advertising’ prior to
adapting Yahoo’s ideas. It is also said
that companies are more vulnerable to
patent suits when they are in the IPO
process.
Yahoo’s move has come at a time when
Facebook has made an announcement of
plans for an initial public offering that
could value the company at about 100
billion. Experts suggest that as a general
proposition, when a company is about to
go public, the last thing it needs to get
involved in a knock-down, drag out
litigation. (Reuters, 12.03.12; FE & TT, 13.03.12)

US Reverses Myriad Decision
In a long awaited decision, a US
Federal Appeals Court decided that US
companies can patent breast cancer
genes, reversing a previous ruling. The
decision was not unanimous, with one of
the three judges dissenting.
However, despite the attention the
case has received, the ruling may have little
impact on the biotechnology industry.
ECONOMIQUITY No. 1, 2012

(IP Watch 20.03.12 & 27.03.12; & TG, 29.03.12)

No Sign of Ceasefire in Mobile IP War
These days, mobile-technology
patents and lawsuits go together like
peanut butter and jelly. Previously, patents
primarily served to help companies protect
their intellectual property; now, however,
Apple, Samsung, HTC, Microsoft, and
smaller companies are using patents as
leverage, suing one another in attempts
to gain the upper hand.
In recent times, Apple sued Samsung
in a US court, alleging that the Korean
maker’s smart phones and Galaxy line of
tablet computers violated Apple’s patent
and trademark. Samsung later
countersued Apple, pitting against the
rival in courts around the world and won
subsequently.
Besides Samsung, Apple has also been
filing suits against other manufacturers,
which are actually proxies for Apple
products’ major competitor Android, the
operating system Google gives away to
device makers.
(TE, 18.02.12, TF, 01.02.12; ET, 30.03.12)

Trademark Reach Record High
International trademark applications
filed in 2011 reached a record high of
42,270 applications and a year on year
growth of 6.5 percent as businesses
resolved to protect their brands despite
last year’s shaky economic situation, the
World Intellectual Property Organisation
(WIPO) reported.
Whereas the international design
applications also posted a growth of 5.7
percent in 2011, with a volume of 2,521
applications.
WIPO said the largest growth rates in
applications were seen in Russia, with a
growth of 35.6 percent, followed by the
EU with 24.5 percent, the US with 15.5
percent and China with 11.5 percent. Also,
China remained the top country where
trademark applicants sought protection.

Breaking the
Patent

I

ndia issued its first “compulsory
licence” wherein Natco is
allowed to manufacture and sell
a generic version of a patentprotected cancer medicine from
Bayer at a price that is 97 percent
lower than that of the innovator’s
brand.
Following this landmark
order from the Controller General
of Patents, Designs and
Trademarks, a significant debate
has been generated on the
issuance of compulsory license.

The Hindu

Chinese Cos. Counterfeit Indian Products
Several complaints, including from
leading companies such as Raymond and
Boroplus, have been received by the
Indian Embassy in Beijing against
counterfeiting of their products.
The Minister of State for Commerce
and Industry, Jyotiraditya Scindia, said,
“Some cases where Indian products were
copied and sold in China and exported
from China to other countries, have come
to the notice of the government” and all
the cases are dealt at the appropriate
level with the concerned Chinese
government agencies and are being
followed up by the Indian Embassy in
Beijing.
Interestingly, the Embassy had also
received a complaint from a Chinese
company that another Chinese company
had copied registered trademark designs
of many Indian incense stick brands and
registered them with the Chinese
trademark authority under their own
name.
(BL, 21.03.12)

This is an interesting decision in the
light of the US Supreme Court’s decision
in a separate matter to cut back on the
types of inventions that can be patented
in America.
The court held in Mayo Collaborative
Services Vs Prometheus Labs, Inc. “that
one cannot patent an invention which
merely applies known technology to
natural phenomena.

At the multinational end of the
spectrum
though,
the
Organisation of Pharmaceutical
Producers of India’s President,
Ranjit Shahani, points out, that
not having additional guidelines
is positive.
However, the government was
sending out “mixed signals” to the
global pharmaceutical industry,
through reports that it seeks to
restrict automatic approval for
foreign direct investment (FDI) in
the pharmaceutical sector only to
greenfield projects.
On the other hand, top
domestic drug firms are gearing
up to seek a change in the
mechanism through which a
compulsory licence is granted in
India.
(BS & BL,15.03.12; & ET, 27.03.12)

(IP Watch 12.03.12)
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Mixed Bag – In Feature

Return of Brain-Drain Panic
– Jagdish Bhagwati

W

hile developed countries are
angst-ridden over mostly
illegal by unskilled workers from
developing countries, a different set of
concerns has surfaced in Africa, in
particular, over the legal outflow of
skilled and even more importantly,
highly skilled, people to developed
countries. This outflow is supposedly a
new and damaging “brain drain,” with
rich countries actively luring away
needed skills from poor countries.
This fear is misplaced. At the outset,
we have to distinguish between “need”
and “demand.” Yes, many African
countries need skills. But they are
unable to absorb them, owing to several
factors associated with economic
backwardness.
In India in the 1950s and 1960s – a
time when many professionals were
emigrating – working conditions were
deplorable. Bureaucrats decided
whether we could go abroad for
conferences. Heads of departments
carried inordinate power. So, no
surprise, many of us left. We Hindus
may believe in an infinity of lifetimes,
but we maximise our welfare in this one,
just like everyone else.
Discrimination in emigration policy
Keeping people at home is easier said
than done. In many poor countries,
except those like India and South Korea,
which have now developed superb
educational institutions, the brightest
citizens receive their education abroad.
The challenge, then, is to prevent them
from staying there and settling down.
But, in any event, emigration
restrictions today would violate a

human right enshrined in current
international treaties. But would
immigration restrictions work instead,
as proposed by some developed-country
organisations, which worry about the
“brain drain”?
Here, human-rights concerns pose
serious difficulties. Could we really say
to a Ghanaian doctor that she must
return to her country while an immigrant
Russian doctor is allowed to settle down
and start a new life? This is likely to run
afoul of anti-discrimination principles
and constitutional provisions in
countries like the US.
Policy options
The proper response to the outflow of
skilled manpower from poor countries,
especially those in Africa, is to be found
in a different direction. Given that
outflows of skilled workers cannot be
restricted - and, indeed, should not be we must devise institutional
mechanisms to work with it. This means
adopting a “diaspora” model, which
implies four policy proposals.
First, stop crying over the fact that
the diaspora is not returning home.
Instead, nurture the loyalty of
professionals settling abroad, so that
they assist their home countries in a
variety of ways.
Thus, they may be offered voting
rights. Restrictions on investment and
land purchases can be dropped. And
immigration experts like me have
proposed since the 1970s that schemes
be developed to enable the academic
diaspora to run workshops aimed at
bringing teachers up to the best
international standards.

The Economist

The “brain” is not a static concept.
Trapped in Kinshasa, under
appalling conditions, the brain will
drain away in less time than it takes
to get to New York

Second, while the diaspora should
be integrated through more rights, its
members also ought to accept
obligations that put them on an equal
footing with those who remain behind.
I suggested in the 1970’s that a tax be
levied on citizens abroad. Known as the
“Bhagwati Tax,” it is of course “the
American way”: US citizens and
permanent residents abroad, like those
at home, must pay federal taxes.
Third, because skills are necessary
for nearly all activities in most of Africa,
here and now, we need to organise ways
to supply such skills to these countries.
I have long argued that, because many
in rich countries are retiring while still
in sound health, and because altruism
increases with age, we could organise
a Grey Peace Corps of senior citizens to
share their skills in countries whose
own trained professionals prefer to
settle abroad.
Finally, foreign aid should be used
to expand training massively for
Africans in all the essential fields in
rich countries like the US, the UK, France,
and the Netherlands. They would add to
the diaspora, while the Grey Peace
Corps would help to fill current needs.
When development has taken off,
and conditions have improved
sufficiently to attract people back to
their homelands, the hugely increased
diaspora would indeed return, as they
have done in India, South Korea, and
China.
Together, these policies would
benefit Africa both immediately and in
the long run. Sentimental handwringing
over the “brain drain,” and foolish
attempts at restricting people’s
mobility, will not.

– Professor of Economics and Law at Columbia University, USA and Senior Fellow in International Economics at the Council on Foreign
Relations, USA; Excerpts from an article appeared in The Economic Times on January 20, 2012
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Environment & Economics
Countries May Slap Counter Measures
Opposition to the EU proposal to
levy tax (called ETS) on airlines from
other countries for carbon emissions
continue to rise. Many countries are
coming forward to oppose the move.
Countries, including India, China,
the US, Russia and 23 other countries
have, in fact, lined up tough countermeasures, signalling a potential trade
war in the coming months. The counter
measures by these countries were
discussed recently in a conference in
Moscow.
The Moscow conference was a
follow-up to a meeting led by India in
September when a Delhi Declaration
was signed by two dozen governments
on how to tackle the proposed EU
scheme.
It is understood that under the ETS,
airlines using EU airspace will have to
pay a fee for carbon emissions that
exceed a set limit. They will also need
to pay for the part of the journey
covered by non-EU airspace.
(LiveMint, 23.02.12)

Higher Climate Goals Set up
As part of its submissions to the
United Nations Framework Convention
on Climate Change, India sought an
increase in the level of ambition by the
developed or Annex-I countries, in line
with the principles of equity and
common – but differentiated –
responsibility.
The Environment Ministry also
categorically stated that the increase
in the ambition level can be achieved
only if the Annex-I countries clarify that

C

their commitments and targets between
2012-2020 are without any conditions.
India also demanded that the
increase in ambition levels of Annex-I
parties should be consistent with the
findings of science, and the
corresponding levels of emission
reduction targets needed to stabilise the
climate.
(FE, 02.03.12)
Poland Vetoes EU Emissions Plan
In the midst of growing global
opposition to the proposed carbon tax
by the EU, there is also some internal
resistance. The internal resistance
coming from Poland has thrown the
EU’s climate change policy into
disarray.
It became evident when the country
vetoed plan supported by 26 other
member states to identify targets for
reducing greenhouse gas emissions
after 2020.
It might be noted that European
leaders agreed in 2008 to reduce the
bloc’s emissions 20 percent below 1990
levels by 2020. They are on track to
reach that goal thanks to an economic
crisis that has damped industrial
activity and emissions across Europe.
Poland, which is heavily dependent
on coal, one of the most polluting
sources of energy, resisted entreaties
from fellow member states. (FT, 10.03.12)
‘Green Shift’ to Save Heavy Industry
Drive for greening of economies
could pay. According to a report by the
World Economic Forum, leading global
economies can save up to US$2tn by
‘green shift’ of their industries. This can

be very useful for economies like India,
which can significantly improve
sustainable competitiveness with
stronger environment policies.
The report further notes that
companies that effectively weave
resource efficiency into their core
strategy and operations can drive
revenue growth, reduce cost and
improve brand reputation.
The report highlights the fact that
certain sustainability efforts were stuck
in “pilot paralysis”, with slow
intergovernmental progress and
increasing
citizen-consumer
impatience, as the world looks at a
decade of economic and societal
(BS, 16.01.12)
turbulence.
Farming Adding to Water Pollution
Water pollution from agriculture is
costing billions of dollars a year in
developed countries and expected to
increase in China and India as farmers
race to increase food production.
This was highlighted by the OECD
report. It may be noted that the OECD
report is part of a series of studies
published to coincide with the World
Water Forum in Marseille.
Ministers, industry representatives
and non-government organisations are
discussing resource management,
waste, health risks and climate change
at the meeting.
Pollution from farming is gaining
prominence as the global population
increases, raising demand for food and
putting strain on water resources.
(FE, 13.03.12)

Pacific Nation Prepares to Flee Rising Seas
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limate change is turning out to be a serious threat to
some countries. Some of the countries are preparing
back-up plan to move to safer places. This became evident
when the news from Kiribati considering an unusual
backup plan — moving the populace to Fiji – came into
limelight.
It is reported that some villages have already moved
and there have been increasing instances of sea water
contaminating the fresh ground water. Scientists have
estimated the level of sea rise in the Pacific at about two
millimetres per year.
Kiribati cabinet has endorsed a plan to buy nearly
6,000 acres on Fiji’s main island, Viti Levu. The proposed
purchase of the fertile land, being sold by a church group

for about US$9.6mn, could provide an insurance policy for
Kiribati’s entire population of 103,000, though he hopes it will
never be necessary for everyone to leave.
(TH, 03.03.12)
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The Employment Deficit

U

Wealth Divide Poses Global Risk
Inequality is on the rise. This is
evident in the Arab world, which has
recently witnessed Occupy movement.
This movement is a clear sign that such
development risks derailing the advance
of globalisation and represents a threat
to economies worldwide, according to
the World Economic Forum research
report (2012).
Rising youth unemployment, a
retirement crisis among pensioners
dependent on debt-burdened states and
a yawning wealth gap have sown the
“seeds of dystopia”, according to the
report, based on a survey of 469 experts
and industry leaders.
The report paints a bleak picture of
an increasingly uncertain world, as for
the first time in generations, people no
longer believe their children will grow
up to have a better standard of living.
(LiveMint, 12.02.12)

WB Warns of Economic Slowdown
Euro zone continues to suffer from
the debt crisis. This is weakening
growth in several big emerging
economies and leading to dimming
global growth prospects, according to
the World Bank, latest Global Economic
Prospects.
The report advises developing
countries to be prepared for further
downside in the coming period.
Global growth, according to the report
is projected at 2.5 and 3.11 percent for
2012 and 2013, respectively. This
projected growth rates go a bit up, if one
uses purchasing power parity criteria.

12

With this development, World Bank
lowered its growth forecast for 2012
to 5.4 percent for developing countries
and 1.4 percent for high-income
countries, down from its June estimates
of 6.2 and 2.7 percent respectively.
(Vanguard, 18.01.12)

Global Poverty on the Decline
The rate of poverty, based on the
number of people living on less than
US$1.5 a day, declined across the
developing world between 2005 and
2008. This is revealed by a World Bank
report.
The report notes that recent post2008 analysis revealed that global
poverty overall kept falling, although
food, fuel and financial crises over the
past four years had sometimes sharp
negative impacts on vulnerable
populations and slowed down the rate
of poverty reduction in some countries.
Preliminary
survey-based
estimates for 2010 indicated that the
US$1.25-a-day poverty rate declined to
under half of its 1990 value, which
meant that the first Millennium
Development Goal (MDG) of halving the
extreme poverty level from 1990 has
been achieved before the 2015
deadline.
(BL, 04.03.12)
India Has a Long Way to Go
Poverty has declined marginally in
India, but the country shares the top
position with Afghanistan for the
largest number of hungry and
malnourished people, and also for the
largest number of children dying in
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nemployment among youths appears to be increasing. The
issue is highlighted by the United Nations report on World
Economic Situation and Prospects 2012. According to the report,
situation has turned worse after the onset of the global
economic crisis in 2008.
The report estimates the global employment deficit to be a
staggering 64 million in 2011. And what is worse, given the
global economic slowdown and the growth of the workforce,
this is likely to deteriorate further to 71 million.
The report points out that “unemployment rates among youth
tend to be higher than other cohorts of the labour force in normal
times in most economies, but the global financial crisis and its
subsequent global recession have increased this gap
disproportionally.”
(LiveMint, 18.02.12)

infancy, in the Asia-Pacific region,
indicating the poor health and nutrition
status in Asia’s third-largest economy.
India’s failure to remove hunger, the
first of the eight MDGs, and the
unlikelihood of achieving it by 2015,
was indicated by an assessment of
regional progress towards the MDGs.
The report warned at the present rate
of progress, the region as a whole was
unlikely to meet MDGs related to
eradicating hunger, reducing child
mortality and improving maternal
health, among others.
The report suggested preparations
for the second phase of MDGs,
subsequent to the target year 2015.
(BS, 17.02.12)

Web Economy to Hit US$4.2tn
The Indian internet economy is
projected to touch M10.8 trillion by
2016, according to a report in The
Boston Consulting Group’s Connected
World Series study.
India’s internet economy growth
rate of 23 percent makes it the second
fastest across the G-20 countries and
ahead of many other developing nations
in the G-20, which are growing at an
average of 17.8 percent.
Indian internet economy that
contributed M3.2 trillion to the overall
economy in 2010 represents 4.1 per cent
of the gross domestic product.
The report ‘US$4.2tn Opportunity:
The Internet Economy in G-20’, notes
that if the internet were a sector, it would
be the eighth largest in India.
(BS,19.03.12)
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Technology Lures
China’s Workers

C

Financial Times

hina’s labour market, just like the
country, is diverse. Electronics
companies do not face big worker
shortages. On the coast of Fujian
province,
for
example, TPV
Technology, a Chinese television
manufacturer that in 2011
bought Philips’ HDTV business, says
hiring is on track.
But in Zhongshan, a southern
Chinese Factoryville like Dongguan
where companies make everything
from lighting fixtures to shoes, the
local government said that many
factories were delaying reopening
because the area was short of tens of
thousands of workers.

To lure workers from competitors,
many employers offer incentives such
as dormitories with air-conditioners,
a guaranteed hot water supply and
better food in the canteen. In
Dongguan, a sign-on bonus of
US$63.42 to US$95.14 has also
become widespread, yet employers
still complain of being understaffed.
Leji Chengpin Leather in Dongguan
raised salaries by about 20 percent
in 2012 and recruited more than 60
workers. However, about 20 left said
that they were not suited to the work
or were dissatisfied with working
conditions.
(FT, 17.02.12)
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Indian IT Supports Jobs in US
The Indian IT industry supports
280,000 jobs in the US, including
107,000 direct jobs and over 175,000
ancillary jobs, a new study by IT
industry body Nasscom said.
The study undertaken clearly to
blunt the edge of the anti-outsourcing
campaign in the US finds that locals
constitute three out of four jobs
supported by the Indian IT industry in
the US.
The Indian IT industry has invested
US$5bn in the US through 128
acquisitions. The report titled India’s
Tech Industry in the US states that the
direct workforce employed in the US by
the Indian tech sector has almost
doubled in the last five years to reach
107, 000.
(ToI, 24.03.12)
Asia to Overtake US in Science
“The largest global S&T gains have
occurred in the ‘Asia-10’ – China, India,
Indonesia, Japan, Malaysia, the
Philippines, Singapore, South Korea,
Taiwan and Thailand – as these
countries have integrated S&T into
economic growth,” the report, Science
and Engineering Indicators: 2012
stated.
In fact, China has become the world
leader in high-technology trade and,
for the first time, Asia has matched the
US in R&D investments.
The report says that between 1999
and 2009, for example, the US share of
global R&D dropped from 38 to 31
percent respectively, whereas it grew
from 24 to 35 percent respectively in
the Asian region during the same time.
The EUs share declined from 27 to 23
percent respectively.
(BL, 27.01.12)
Britons Lost Jobs to Migrants
One British worker misses out for
every four non-European migrant
workers, The Sun reported citing the
report by the Migration Advisory
Committee.
Migration has pushed down wages
in low-paid jobs, the study revealed. At
least 160,000 British workers have
been “displaced” by 700,000 nonEuropean migrants who came between
2005 and 2010.
The report also looked at the impact
of immigration on schools, hospitals,
crime, housing and transport. It said

that providing education to migrants
was costlier than that to Britons.
This was because a high proportion
of migrants were in their 20s and 30s
and many had school-age children.
However, the cost of providing health
services to immigrants was less than
the amount spent on Britons. A reason
was that many migrants were young
and therefore more likely to be healthy.
(ET, 12.01.12)

NRI Investments Set to Grow
An estimated 30 million NRIs, living
in 130 countries, are sending
remittances back home regularly.
According
to
the
World
Bank, India continues to retain the top
slot in remittances by expatriates from
abroad.
India will beat China in receiving
the highest amount of remittances for
five consecutive years. Real estate here
is preferred because of a desire to
create a higher lifestyle for the family
and the price appreciation in the long
term.
Since liberalisation in the 1990s,
investment norms have been simplified
to enable NRIs and persons of Indian
origin to invest in real estate. Realtors
have also set shop in some countries
to interact directly with overseas
Indians and extend effective after sales
services.
(ET, 05.02.12)
Somali Piracy at Seas
Somali pirates collected an
estimated US$160m in ransoms in
2011. The rise in piracy has spawned a
valuable, ill-regulated and, critics fear,
potentially lethal maritime security
industry. More than a third of the
world’s traded goods cross the east
African coast, the stretch of sea most
vulnerable to Somali pirates.
Many ships now employ private
security companies as protection and
this fledgling industry pulls in
US$52.2m a month from an estimated
1,500 escorted journeys.
Shipping companies spent US$1.1bn
on security equipment and armed
guards and a further US$635m on
insurance, according to the new report.
Their crews also received an extra
US$195m in pay for the risks of
operating in the highest-risk area.
(FT, 08.02.12)
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Special Article

The Beginning Has Been Made
– Abid Qaiyum Suleri

R

egional cooperation among South
Asian neighbours in general and
regional trade among SAARC countries
in particular was always marred by lack
of trust. It is often said that historic
animosities between Pakistan and
India have held hostage SAARC’s agenda
and without a miraculous improvement
in
their
bilateral
relations
implementation of SAFTA would remain
a dream.
Normalisation of Indo-Pak trade
Finally there is a ray of hope. Despite
all political and judicial turmoil that
the Gilani government is facing, it kept
on working on trade normalisation with
neighbouring countries, especially with
India.
The good omen is that so far military
leadership did not make any negative
comments on the proposal of granting
MFN status to India. Perhaps the
establishment has realised that
stability at the Eastern border would
help it to concentrate on the state of
affairs along the Western borders.
Peaceful relations with India would
also help to divert resources to combat
internal security threats.
The Americans, too, must be
supportive of the latest developments
on normalisation of working
relationship between Pakistan and
India. And it seems that they are. If all
goes well, the result would be reduced
conflict between the two atomic
neighbours, cooling down of a hotspot,
which in turn would have a positive

impact on US security interests in the
region.
From the Indian government’s
perspective, the whole issue of getting
an MFN status from Pakistan would be
much more than a moral victory for
Manmohan Singh government over his
rivals.
India is an emerging economic
power and would not like its disturbed
relations with Pakistan to be a
bottleneck for its closer economic ties
with Chin or the US. It is logical for any
serious candidate for a permanent seat
in the UN Security Council ought to
resolve its issues with the neighbours
on a priority basis.
Stakeholders' support
A majority of the business houses and
chambers of commerce in both the
countries have backed liberal trading
regime between the two countries.
Consumers’ support for trade
normalisation can be gauged from their
interest and participation in Expo India
in Lahore, or Expo Pakistan in Delhi.
They have been paying extra cost for
the items of their choice traded through
a third country.
While India used to demand a
reciprocal MFN status from Pakistan,
the latter was concerned about the nontariff trade barriers in India. A positive
outcome of the current round of talks
between the commerce ministers is the
signing of MoUs to remove three major
irritants or non-tariff barriers to
normalise the bilateral trade.

maati.tv

A positive outcome of the current round of
talks between the commerce ministers is
the signing of MoUs to remove three major
irritants to normalise bilateral trade

The three MoUs are Cooperation
and Mutual Assistance in Customs
Matters
Agreement,
Bilateral
Cooperation Agreement on Mutual
Recognition between Pakistan Standard
and Quality Control Authority, and
Bureau of Indian Standards, and
Agreement on Redressal of Trade
Grievances between Pakistan and India.
The two sides have also agreed to open
the branches of their central banks in
each other’s country. Likewise, there are
hopes for a liberal business visa
regime too.
Implementation on these MoUs
would help in bilateral trade dispute
settlement and would reduce the cost
and bureaucratic delays over quality
testing and custom matters. The
presence of Indian banks operating in
Pakistan and Pakistani banks working
in India would facilitate opening of LCs
on both sides.
The most positive aspect of recent
trade talks for energy starved industries
of Pakistan is the possibility to import
energy from India. Despite all the recent
positive developments one needs to be
mindful that it is a humble beginning.
We have a huge potential to
increase regional trade not only with
India but also with other neighbours,
such as Iran and Afghanistan.
For decades, various internal and
external actors did not let us work
together. It is one of the rare moments
when external powers, especially the
US, looks for stability in the region and
would support regional cooperation.

– Executive Director, Sustainable Development Policy Institute, Pakistan; Excerpts from an article appeared in The Jang, on
February 19, 2012
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Special Article

Trade Must Thrive Among South Asian Economies
– Shiv Shankar Menon
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South Asia on growth path
That narrative goes something like
this: South Asia is one of the least
integrated regions of the world, with
itself and with the rest of the world.
It is also one of the region’s most
beset with irreconcilable political
and security issues and disputes.
With 22 percent of the world’s
population, it has only six-seven
percent of the world’s gross domestic
product. Intra-regional trade accounts
for only about six percent of its own
total foreign trade. It is resource poor
with only 8.3 percent of global water
resources, and so on and so forth.
All of these might be true, but it
misses the point that reality is far more
complex, that empirical performance
by South Asia, particularly in the last
five years, has shown us how to deal
with these limitations. And, that we
have a moment in history, which we
should seize if we wish to transform
South Asia.
South Asia has emerged as one of
the fastest growing sub-regions in the
world with an average rate of growth of
eight per cent sustained over the past

www.foreignaid.nepal.im

e in South Asia tend to be
modest and to underestimate
ourselves when we speak of South
Asian integration and the present
situation in the sub-region. We
often speak of the South Asian
paradox that a region that has so
many cultural and other affinities
should be so lacking in integration
and connectivity.
Many of you have heard me say
before that there is more to what is
happening in South Asia than is
described by the narrative of
pessimism, of which we South
Asians ourselves are the major
retailers.

Official figures
underestimate the real
magnitude of trade
taking place between
South Asian countries

When we speak of South Asia as
the least integrated region in terms
of trade, we ignore the wide
variation in our experiences. The
fact is that intra-regional trade as
a proportion of total trade varies
widely for the countries in South
Asia.
For Nepal, it is as high as 60.5
percent, for Sri Lanka 18.9, for
Pakistan 6.6 and for India only 2.7
percent respectively. But this
variation also tells us how great the
potential is, and why intra-regional
trade is growing faster than South
Asia’s trade with the rest of the
world.
The other opportunity comes for
the fact that as our economies have
diversified
and
become
sophisticated in the last decade,
similarities
in
production
structures across countries could
also offer opportunities for intraindustry trade.
Potential sectors for trade

five years. Intra-regional trade within
South Asia has begun to grow and has
doubled over the past five years.
Each government has taken
significant actions in the recent past.
India has reduced the sensitive list
under South Asian Free Trade Area, or
SAFTA, in a dramatic fashion in 2011
for least developed countries.
Bangladesh’s exports to India will
cross the US$1bn mark in a 12-month
period in July for the first time in
history. The India-Sri Lanka Free Trade
Agreement has already quadrupled
trade between the two countries, and
we are now working to improve it.
Pakistan decided to grant India the
Most Favoured Nation treatment,
gradually moving to a negative list
system.

Several sectors such as processed
foods, rubber products, plastics,
pharmaceuticals, textiles, apparel and
light engineering goods are amenable
to this kind of trade. If the governments
are successful in removing non-tariff
and other barriers, this sort of trade
should flourish in the region.
As for the naysayers’ argument that
South Asia is resource poor and doomed
to poverty and even conflict over
resources, we also have our strengths.
We are population rich, and have a
healthy demographic profile which
should last well into the 21st century,
giving us the markets and the demand
we need to keep growing.
And, despite these constraints, we
have maintained a healthy growth
momentum in the recent past.

– National Security Advisor; Edited excerpts from the keynote address at the Asian Relations Conference on Transforming South Asia, in New
Delhi, on March 09, 2012 and as appeared in Business Standard on March 11, 2012
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Did we make any difference?
Reforming Competition Law Regimes in the
Developing World through the 7Up Programme
CUTS has undertaken a number of research based advocacy and capacity building
projects on competition policy and law issues in nearly 30 countries of Africa and Asia.
One of the main goals behind these projects was to equip key national stakeholders
with awareness and understanding on competition policy and law issues, so that they
can play their (respective) roles in the effective enforcement of competition laws.
Having embarked on competition policy projects since 2000, it was also critical for
CUTS to evaluate its effectiveness in achieving this goal and introspect on how to move
forward in the future, which is likely to witness far greater action pertaining to
competition enforcement.
In a recently published (February 2012) book, Did we make any difference? Reforming
Competition Law Regimes in the Developing World through the 7Up programmes, CUTS
summarises its experiences of having worked on competition reforms across these
countries – highlighting some of the benefits that have accrued to these countries and
the challenges lie ahead.
http://www.cuts-ccier.org/pdf/
Reforming_Competition_Law_Regimes_in_the_Developing_World_through_the_7Up_Programme.pdf

India’s Experience on
Preferential Trade Agreements

T

his study is a comprehensive extension of CUTS’ earlier work and evaluates India’s
negotiating experiences on preferential trade agreements. It draws lessons from
some select engagements such as like India-Sri Lanka Free Trade Agreement, Bay of
Bengal Initiative for Multi-sectoral Technical and Economic Cooperation, India-Thailand
Comprehensive Economic Cooperation Agreement, India-MERCOSUR Preferential Trade
Agreement, India-Singapore Comprehensive Economic Cooperation Agreement, IndiaASEAN Free Trade Agreement.
The focus is on evaluating and analysing India’s negotiating process and its
preparedness for negotiation. The study makes case based analyses of good practices
highlighting ways of preparedness adopted by other countries. Given the advances that
India has made in negotiating PTAs, such analytical studies underline the scope for
improvement in negotiating preparedness.

We want to hear
from you…

http://www.cuts-citee.org/pdf/Indias_Experiences_On_Preferential_Trade_Agreements.pdf
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Please e-mail your
comments
and suggestions to
citee@cuts.org

e put a lot of time and effort in taking out this
newsletter and it would mean a lot to us if we could
know how far this effort is paying off in terms of utility to
the readers. Please take a few seconds and suggest ways
for improvement on:
€ Content
€ Number of pages devoted to news stories
€ Usefulness as an information base
€ Readability (colour, illustrations & layout)
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