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Indo-Pak Trade Needs a Push
nstead of waiting, non-state actors should reinforce governmental efforts
with their own and take advantage of opportunities of improved
commercial relations. The last two years have witnessed a number of
promising developments on commercial relations between India and
Pakistan. Recent developments show that Pakistan has provided de facto
MFN status to India. The Indian establishment should look at it as a deferred
success of its diplomatic efforts.
From a narrow base of a positive list, Pakistan has decided to apply a
broader negative-list approach. As against the earlier approach of allowing
trade in just about 1,800 tariff lines, this base has increased to all product
lines except about 1,200.
Delegations led by respective commerce ministers paid mutual visits
and declared a series of revitalising steps, liberal business-visa regime
being the most notable one. However, there is fear that the momentum generated in
the preceding years is running out of steam, as implementation of some of the
decisions is taking longer than expected. At this juncture, what is to be pondered
over is how stakeholders other than governments can contribute to the latter’s
initiatives on normalising our trade relations.
While tariffs are coming down, numerous non-tariff trade barriers (NTBs),
particularly procedural ones, are hindering our trade. Removal of such barriers is
now the key to fostering Indo-Pak trade, but what is lacking is a formal institutional
mechanism to do so. This gap can be plugged by involvement of civil society. An
initiative, supported by The Asia Foundation and in which CUTS and Sustainable
Development Policy Institute of Pakistan are joint participants, has recently made
inquiries into the extent of NTBs affecting intra-regional trade in South Asia.
The current approach to trade reforms suffers from a number of problems such
as unclear definition of NTBs, fragmented policy responses towards NTBs,
difficulties in quantifying costs and benefits of reforms, and subsequent problems
related to incentives and enforcements. Hence, disciplining NTBs remains suboptimal.
Greater involvement of the private sector in the formal system of reforming
NTBs would strengthen the official initiatives. Businesses possess first-hand
information on trade costs and potential alternatives to costly and ineffective
trade regulations. Direct inputs from them will make the reform process more
informed and focused.
As the private sector gets involved in the process, starting from identification
of NTBs to implementation of reforms, possibilities may be thrown up for publicprivate partnership in financing reforms, a pressing concern with respect to trade
facilitation measures and improvement of trade infrastructure.
The most important building block of such a participatory approach is mutual
consultation and consensus among various stakeholders. CSOs should act as a
catalyst for dialogues among these stakeholders. Creation of any new or
restructuring of old institutional and legal systems is not required for empowering
private stakeholders to deliver their respective roles in this participatory approach.
Some recent initiatives to promote the involvement of private sector and other
stakeholders in trade liberalisation should be reviewed. Civil society should grab
opportunities offered by improved commercial relations between the two
neighbours.
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Special Article

Why Austerity Works and Stimulus Doesn’t?
– Anders Aslund

Bloomberg

A

fter five years of financial crisis, the
European record is in: Northern
Europe is sound, thanks to austerity,
while Southern Europe is hurting
because of half-hearted austerity or,
worse, fiscal stimulus. The predominant
Keynesian thinking has been tested, and
it has failed spectacularly.
The starkest contrasts are Latvia and
Greece, who pursued different policies,
Latvia strict austerity, and Greece late
and limited austerity. Latvia saw a
sharp gross domestic product decline
of 24 percent for two years, which was
caused by an almost complete liquidity
freeze in 2008. Yet Latvia’s economy
grew by 5.5 percent in 2011. Meanwhile
Greece has endured five years of
recession, and its GDP has fallen by 18
percent. They faced the same crisis,
chose different policies, and the lessons
are clear.
Usually, a sound stabilisation
programme can revive economic
growth within two or three years, as
Latvia’s did. A few rules of thumb need
to be followed. Latvia did them all;
Greece not at all.
Regain Confidence
To regain confidence fast, reforms
should be front-loaded. In 2009, Latvia
carried out an arduous fiscal
adjustment of 9.5 percent of GDP, 60
percent of the total needed, while Greece
foolishly tried to stimulate its economy,
as did others at the flawed advice of the
International Monetary Fund.
In a severe crisis, it is much easier
to cut public expenditures than to raise
revenue. An advantage of sudden and
sharp cuts in public expenditures is that
they can’t be even, as some items can’t

A successful stabilisation programme
must appear financially sustainable
so that it can restore confidence
among creditors, businesses, and
people

be cut. Therefore they drive reforms.
Latvia decreased its government
expenditures from a high of 44 percent
of GDP in the midst of the crisis to a
moderate level of 36 percent of GDP this
year. The cuts prompted deregulation,
and Latvia saw a boom in the creation
of new enterprises in 2011.
Greece, by contrast, maintained high
public expenditures of 50 percent of
gross domestic product in both 2010
and 2011, when it was supposed to be
pursuing austerity. Greece has carried
out a fiscal adjustment of 9 percent of
GDP to date, but that is too little and
too late.
‘Most Corrupt’
By contrast, Greece has allowed
clientelism and corruption to thrive.
During the purported austerity, Socialist
Prime Minister George Papandreou
increased the number of civil servants
by 5,000 from 2010 to 2011, because
they were his power base. Transparency
International ranks Greece the most
corrupt country in the European Union.
A serious financial crisis requires
international emergency funding. Latvia
received substantial credits from the
International Monetary Fund (IMF), the
European Union, and neighbouring
countries. In late December it paid back
all its IMF loans almost three years
earlier than necessary. Its six-year bond
yields have plummeted to 1.7 percent,
while the Greek 10-year bond yields are
11 percent.
In May 2010, Greece received far
more help than Latvia did—the largest
IMF credit ever—but its stabilisation
programme was neither credible nor
executed. The Greek public debt has

been excessive, and it remains so after
two substantial, yet insufficient, debt
reductions.
Furthermore, a front-loaded
austerity programme shows people that
the government is up to the task. Latvia
experienced violent riots in January
2009, but in March 2009 Valdis
Dombrovskis became prime minister. He
reached agreement on his stabilisation
programme with the trade unions and
employers.
IMF Warning
Recently, the IMF warned that cutting
government spending had more negative
effects than previously thought. But the
fund focuses on one single year. What
really matters is how quickly a crisis
can be resolved and the long-term
growth trajectory, as Latvia shows so
elegantly.
Last June, the IMF’s managing
director, Christine Lagarde, went to Riga
to celebrate Latvia’s success and did so
in no uncertain terms: “We are here
today to celebrate your achievements,
but also to make sure that you can build
on this success as you look to the
future.”
The US situation is quite different.
As the world’s biggest economy issuing
the dominant reserve currency, it does
not feel the pressures from the
international credit market that a small
economy does if it has a public debt
exceeding GDP, as the US now has. With
Treasury yields at record lows and a
required fiscal adjustment of only three
to four percent of GDP, the US fiscal
problem might be perceived as too
small to solve. That is the great danger
for the country.

– Excerpts from an article appeared in the Bloomberg, on January 07, 2013
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Economic Issues
Mega Mergers are Back
Standard & Poor’s 500-stock index,
briefly hitting its highest since 2007,
has given confidence to companies who
want to expand. Banks are major
beneficiaries of megadeals, earning
from advising on mergers and lending
money. “The capital ratios are huge, the
excesses on the asset aside have been
largely cleared out” says Warren
Buffett.
Berkshire
Hathway,
the
conglomerate run by Warren Buffett,
said it had teamed up with Brazilian
investors to buy the ketchup maker HJ
Heinz for about US$23bn. And American
Airlines and US Airways agreed to merge
in a deal valued at US$11bn, US$24bn
buyout of Dell by its founder, Michael
Dell and Silver Lake partners, Liberty
Global struck a deal of US$16bn to buy
the British cable business Virgin Media.
(FE, 16.02.13)

Ritchie Rich
The richest people on the planet got
even richer in 2012, adding US$241bn
to their collective net worth, according
to the Bloomberg Billionaires Index, a
daily ranking of the world’s 100
wealthiest individuals.
Amanico Ortega, the Spaniard who
founded retailer Inditex SA, was the
year’s biggest gainer, whose fortune
increased US$22.2bn to US$57.5bn,
according to the Index.
Carlos Slim, the telecommunication
magnate, maintained his position as
richest of all throughout the year. US
software mogul Bill Gates stood second
on the list trailing Slim by US$12.5bn.
Warren Buffett lost his tile as third

richest man to Amanico Ortega on
August 6. IKEA founder Ingvar Kamprad,
is positioned as the fifth richest person
with US$42.9bn fortune, according to
the Index.
(BS, 02.01.13)
China over US?
China is on track for a fourth
consecutive decade of rapid growth and
will overtake US as the world’s biggest
economy in 2016 after accounting for
price differential, according to new
report of Organisation for Economic
Cooperation and Development (OECD).
The report presented a broad range
of recommended reforms with
particular attention to urbanisation
push. It called for the overhauling of
the Chinese land system.
Li Keqiang, China’s new premier, has
vowed to make urbanisation a
centrepiece of his agenda. The OECD
highlighted multiple risks to its outlook:
a weak global economy, rising inflation,
a rickety financial system, inequality
and an ageing population.
But it noted that China already had
made strides in cutting its reliance on
external demands and the economy has
been rebalanced with consumption
leading its way to growth in 2011.
(FE, 23.03.13)

US Saved from ‘Fiscal Cliff’
After months of agonising over the
crisis, US Senate voted overwhelmingly
89-8 to pass a controversial Bill that
averts the so–called “fiscal cliff”. Now
the bill moves to House of
Representatives, Barack Obama in a
statement urged the House to “pass it
without delay”.

If passed, this bill will hand Obama
a victory by hiking tax rates on
households earning over US$450,000 a
year. The agreement protects 98 percent
of Americans and 97 percent of small
business owners from middle class tax
hike.
“This agreement will grow the
economy and shrink our deficits in a
balanced way – by investing in our
middle class and asking wealthy to pay
a little more” Obama said.
(TH, 02.01.13 & BL, 01.01.13)

MFN Status for India after Pak Polls?
“Hopefully by June-July, a new
government will assume office in
Pakistan and its first priority would
perhaps giving the Most-FavouredNation (MFN) status” says S R Rao,
Commerce Secretary.
Pakistan was supposed to extend
MFN status to India by 2012, but it faced
opposition from farm, pharmacy, and
auto lobbies. Currently Pakistan allows
over 6,800 items from India, and
continues to ban 1,200 items.
Trade experts from both the sides
believes in the potential of increasing
bilateral trade between both the
countries, subjected to the addressing
and bringing down the logistics and
“psychological” barriers from both the
sides.
Bans being on the pretext of
protecting domestic industries, The
Commerce Secretary said enough
safeguards are available in the regional
agreement of SAARC countries to protect
the domestic industry in Pakistan
against import surges from India.
(BL, 14.03.13)

Global Economy of 2013

C
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Times of India

urrent indications suggest that China, Germany and the US will
continue to anchor the global economy in 2013. The bad news
is that this may remain insufficient to restore the level of growth &
financial stability to which billions of people aspire, says Mohamed
A El-Erian, CEO and co-CIO of PIMCO.
He further added, in some countries politics will remain the
primary driver of economic-policy approaches but elsewhere reverse
will be true. This duality of causation speaks to a world that will
become more heterogeneous in 2013 – and in two ways: it will lack
unifying political themes, and it will be subject to multi-speed growth
and financial dynamics implying range of possible scenarios for
multilateral policy interactions.
(FE, 11.01.13)
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Economic Issues
Austerity: Good or Bad?
Nobel Prize winning economist
Joseph Stiglitz is of the opinion that the
chances of austerity measures
improving economies in Europe is close
to zero. He further added, the austerity
measures will work only if country’s
exports were able to fill the hole left by
cuts in government expenditures.
The increase in inequality in US has
been significant in the past 30 years,
where top one percent gets 20-25
percent share of national income.
Stiglitz argued that inequality
eventually led to a weaker economy as
it prioritised rent-seeking activities over
productive activities and also causes
political and economic instability.

unemployment and low business
confidence weigh on economies in
developed nations.
It halved its forecast for japan, cut
the US projection by 0.5 percent point
and predicted a second year of
contraction in the Euro region. It also
lowered its projections for emerging
markets led by Brazil, India and China.
The OECD member countries have
seen the contraction by 0.2 percent in
fourth quarter of 2012. All the seven
major economies of OECD have reported
a contraction in their GDP and the
steepest decline was experienced by EU,
where gross domestic product (GDP) fell
by 0.5 percent, as reported by Parisbased think tank.

(Mint, 02.01.13)

(ET, 17.01.13 & FE, 13.02.13)

Forecasting the Future of Growth
The World Bank cut its global
growth forecast for 2013, projecting
world economy will expand 2.4 percent
down from a forecast of three percent,
as austerity measures, high

Stimulating the Way Out
Japan is all set to forward a
stimulus package of ¥12tn, as reported
by the local media reports. “The
stimulus will be the first step in our
economic revitalising” said Prime

Greeting Growth
with a Sense of Caution

T

www.media.cagle.com

he fragile state of the world economy, along with relentless turmoil in Syria and
rocky fallout from the Arab spring, dominated discussions in annual gathering
of the global elite in Davos. Political and economic issues vie for top billing each
year at Davos, but this time economy had the edge with focus on the promotion of
growth and jobs.
Ahead of the 43 rd
forum,
the
IMF
downgraded its forecast
for global economic
growth this year by onetenth of a percentage
point to 3.5 percent.
International Monetary
Fund (IMF) chief Lagarde
said the ‘very fragile and
timid recovery’ depends
on leaders in the 17nation Eurozone, the US
and Japan making ‘the
right decisions.’
Angel
Gurria,
secretary-general of the
OECD, said the focus on
resolving the world’s
economic crisis has distracted leaders from many other important issues. She
further added, the world should be ‘very worried’ because there aren’t many ‘tools’
left to fix the economy if things get worse.
(FE, 28.01.13)
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Minister Shinzo Abe, as the package is
expected to stress the need to overcome
deflation through hefty investments in
public works.
Though there have been concerns
about triggering of long term interest
rates, dues to the turbulence that this
package can create in the bond market.
The loose monetary policy adopted by
Japan, to boost an economy plagued by
15 years of deflation, got its support
from the G-20 countries.
(FT, 16.01.13 & FE, 18.02.13)

Budgeting the Balance in EU
Officials said around €12bn will be
cut from the last budget proposal, made
at the summit in November when
agreement eluded leaders, bringing the
headline ceiling for spending down to
€960bn over the full 2014-2020 plan.
The budget is attempting to set the
balance between the northern European
countries demands on the belt
tightening budget, and south and east
demands for spending on the
agriculture subsidies and much needed
infrastructure.
Spending on agriculture was spread
cuts and there was an increase of about
€1.5bn on rural development over the
seven years. It has been noted that it is
first time in the history of EU that the
spending plan has seen a net reduction.
(FE, 08.02.13 & BL, 08.01.13)

FDI’s in China
According to China Commerce Ministry data, it drew US$9.3bn of foreign
direct investment (FDI) in January, down
7.3 percent a year ago. It was noted that
this was the steepest fall in last four
years.
Zhang Zhiwei, Chief China Economist
at Nomura in Hong Kong, said the continuing fall in FDI was indicative of the
rising competitive challenges facing the
world’s biggest manufacturer of exports.
On the rising inflation in China, “The
central bank has been paying high
attention to inflation figures and we will
stabilise inflation expectations via
monetary policies” says Governor Zhou
Xiaochuan.
He further added “the rising demand
for Yuan’s broader use in trade and
investment will help push forward Yuan
capital account reform”.
(FE, 13.03.13 & FT, 20.02.13)
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Deep Debt Battle
Investor appetite for emerging
market bonds has pushed the
borrowing cost to record low- a
development that is worrying some
financial experts, who fear that this
record-low borrowing cost could
eventually lead to debt crisis.
“When the rich world is not growing
and has zero interest rates, it naturally
leads to tremendous pressure on
emerging market, if they handle the
inflow well it will lead to growth, but
some will not handle it well” points
Kenneth Rogoff, an economist at
Harvard.
“A clear mechanism could have
prevented all sorts of problems in the
Eurozone” said Anne Krueger, a former
IMF official.The debate has heated up
after the legal victory of hedge funds
led by Elliott associates, against
Argentina. Important aspects of the
judgement need to be confirmed by the
US Appeals Court.
(FT, 07.01.13 & 01.02.13)

Shrinking Shadow of Dominance
The last decade brought dramatic
change. By 2011, suggests the World
Bank, the average external debt-to GDP
ratio fell to 42 percent and less than
one in three developing countries had a
ratio over 50 percent. Similarly, public
debt service in developing world,
measured as a percentage of exports
have fallen from 18 percent in 1990,
through eight percent in 2000, to below
three percent in 2011.
The change of capital flows is
surprising that the developing countries
would have saving surpluses on which
the old industrial world now relies to
finance its current account and budget
deficits.
(FT, 05.03.13 & 04.01.13)
Oil Business
The figures reflect the growth of US
oil production. And it is expected that
this will put downward pressure on the
internationally traded Brent crude by
US$112 per barrel to US$99 in 2014. At
the same time US, oil consumption has
shown a noted decline from 20.7m b/d,
for all liquefied fuels, in 2007, to 18.7m
in 2012.
It has been indicated that Pakistan
will move forward with the US$1.5bn
pipeline to import Iranian gas, however,
ECONOMIQUITY No. 1, 2013

EU Unveiling Tobin Tax

A

swee.ping overhaul of international corporate tax rules is urgently needed to
stop savvy big companies escaping the payment of billions of euros to cashstrapped governments, the OECD said.
The Eurozone’s biggest economies would raise €30bn-35bn from their planned
levy on financial transactions, according to an expensive European Commission
proposal
that
ensnares
trades
executed in London,
New York, or Hong
Kong.
Its
requirements will
mean it will be less
advantageous to
reallocate activities
and establishments
outside the FTT
jurisdiction” since
the
financial
instruments will be
taxable anyways.
www.neftriplecrunch.files.wordpress.com
“We
are
concerned about the potentially disproportionate impact of an FTT on money market
funds” said Jonathan Curry, chairman of the Institutional Money Market Funds
association, an industry body. US attacked it claiming it overreaches borders,
flouts international treaties and ‘breaks the bonds that bind our global economy’.
(ET, 13.02.13; FT, 10.02.13; & BL, 23.02.13)

US is in the opposition of this project
on the political grounds.
India has given nod for formation
of a special purpose vehicle called TAPI
Ltd, for the pipeline project, allowed GAIL
(India) to join it.
The four countries involved
(Turkmenistan-Afghanistan-PakistanIndia) signed an International
Government Agreement along with a Gas
Pipeline Framework Agreement.
(FE, 10.01.13; FT, 01.02.13 & BL, 07.02.13)

Currency War
“We all agreed on the fact that we
refuse to enter any currency war”
French finance minister Pierre
Moscovici told reporters, reflecting on
the G-20 draft communiqué released in
Moscow.
“The value of RMByuan is very close
to equilibrium, and the exchange rate
of RMB will be more balance and
resilient and ….basically stable this
year” says Yi, Gang, Deputy Governor
of the People’s Bank of China.
The G-7 countries assures that “We
reaffirm that our fiscal and monetary
policies have been and will remain
oriented towards meeting our respective

domestic objectives using domestic
instruments, and that we will not target
exchange rates’ says G-7’s finance
ministers and central bank governors.
(FT, 09.03.13; FE, 16.02.13 & ET, 13.02.13)

Shrinking Surplus
The “super cycle” of grains for
commodity prices is not ending as
improving global economic growth
boosts demand for raw materials,
Goldman Sachs Group Said. “The fact
that stocks remain low and the
possibility of hopefully a better
economic situation in 2013-14 that
should encourage consumption are
issues the market will get some price
support,” said Abdolreza Abbassian,
Senior Economist, Food and Agriculture
Organisation.
The global sugar surplus may shrink
to 3.5 mt in 2013-14 from 4.86 mt a
year earlier, Prices will fall to an
average 17.5 cents a pound in the
second quarter on ICE, and rebound
later this year as ethanol output in
Brazil takes some surplus away,” said
Kona Haque, Analyst at Macquarie
Group Ltd.
(ET, 07.02.13; BL, 03.02.13; & TH, 11.01.13)
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BASIC Seek
$30-bn Green Fund

T

he BASIC group of countries, comprising Brazil,
South Africa, India and China, has sought a
US$30bn fund to help developing countries battle
climate change and related initiatives. The fund
currently has only around US$7bn.
The group has also urged developed countries to
increase their level of mitigation, noting that the level
is not adequate to achieve major results. The Durban
conference had set a goal to bring down emissions in
developed countries by 25-40 per cent below the levels
of 1990, to be achieved by 2020.
The group further stressed the need to have a clear
road map to raise finance of both short term and long
term nature.
(BS, 17.02.13)

HK Mulls Clean Air & Property Prices
The Hong Kong government will
spend up to US$1.3bn on subsidies to
phase out old diesel commercial
vehicles in a bid to improve the city’s
appalling air quality, which has
become a subject of growing concern
among citizens and international
companies.
The new measures, announced
by Hong Kong chief executive Leung
Chun-ying in his first policy address
designed to bolster public support for
his embattled tenure.
In addition to the new subsidies –
directed at the owners of 80,000 older
commercial diesel vehicles the
government is likely to act further on
controlling Property Prices after a 15
percent stamp duty imposed in October
on foreigners buying property. Hong
Kong’s property prices are among the
highest in the world.
(FT, 17.01.13)
EU Carbon Prices Crash
The cost of permits in the European
Union carbon emissions trading system
fell to a record low of €2.81 a
tonne after European politicians
rejected a plan to prop up prices. When
the scheme was launched in 2005,
polluters had to pay nearly €30 for
each tonne of carbon emitted.
The price collapse in the
cornerstone of its climate policy is an
embarrassment for the EU. Carbon
permits have lost 85 percent of their
value from mid-2011 as economic
weakness has exacerbated a glut in
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supply. The price drop and the
withdrawal of market participants have
prompted efforts in Brussels to remove
some excess supply of permits.
(FT, 25.01.13)

Treaty to Control Mercury
The World Health Organisation has
declared that there are no safe limits
for the consumption of mercury and its
compounds, which can damage the
nerves and internal organs.
The recent adoption of a new and
binding international pact (Minamata
Convention) by over 140 countries for
limiting harmful emissions from
mercury is a significant step towards
extending the global combat against
environmental pollution to health
protection.
The treaty was named after the
Japanese city where over 3,000 people
suffered deformities owing to mercury
pollution in the mid-20th century.
Implementing this treaty will not be
easy as of massive usage of mercury in
major commercial activities.
However the treaty certainly
provides the platform for alternative
technologies and a funding
arrangement for helping developing
countries to switch over to mercury-free
technologies.
(BS, 13.02.13)
GoI targets Climate Repair@2.3L cr
The Economic Survey suggestions
under the 12th Five Year Plan forecasts
M230,000 crore to meet the targets

under the National Action Place on
Climate Change.
As a critique to G20 forum, the
survey report notes that the group has
stark disparities in terms of incomes,
stages of development as well as
respective per capita emissions of
carbon dioxide.
The report claims that government
will need to deploy public funds to meet
the needs of the 8 missions under the
action plan rather than expecting
finance from developed nations.
It warns that countries would find
private investments would only be
attracted to the market for lucrative
green technologies but would be
missing from critical areas like
adaptation to climate change, which
are a priority for poor countries.
(ToI, 28.02.13)

Mandatory Pollution targets in EU
A draft paper reveals the European
Commission’s (EC) plans for a new
target requiring a 40 percent reduction
in emissions by 2030.
The EC is working on plans for a new
package of carbon and renewable
energy targets and is thought to start
debate about what targets should be
set, and whether they need to be legally
binding.
The EU’s 27 members were among
the first to impose mandatory targets
for cutting the gas emissions that
scientists say are likely to warm the
planet to potentially dangerous levels
in coming decades.
(FT, 13.03.13)
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US High on Climate Change Agenda
Environmental groups ramped up
pressure on President Obama to hold
true to the bold promises he’s made to
fight global warming during his State
of the Union address earlier.
The Obama administration is due
to decide amidst of on-going
opposition to the proposed Keystone XL
pipeline, seen by the environmental
community as an unacceptable project
that would accelerate global warming
and mark a major step backward for
the administration’s clean-energy
agenda.
The issue has become the litmus test
for Obama’s energy and environmental
policy, with Republicans saying his
opposition shows the president is
hostile to oil, while environmentalists
say he cannot claim green credentials
if he allows it.
(FT, 23.01.13)

A Call on Climate Change
Addressing the G20 finance
ministers at their meeting in Moscow,
Jim Yong Kim- President of the World
Bank called on the world powers to
“tackle the serious challenges
presented by climate change.”
Kim Said “These are not just risks.
They represent real economic
consequences where years of
development efforts are often wiped out

in days or even in minutes. He asked
G20 to face climate change, which is a
very real and present danger else be
ready to face consequences such as the
US$45bn of losses from the 2011 floods
in Thailand, whose effects ‘spread
across borders disrupted international
supply chains’.
(BL, 16.02.13)
Met Office Claims Reduced Warming
Global warming has stalled since
1998, and in the next few years Earth’s
temperature will not rise as rapidly
as feared, UK Met officials have
claimed.
As per the data disclosed by Met
Officials, over the next five years
temperatures will be 0.43 degrees above
www.caglecartoons.com
the 1971-2000 average, instead of the
previously forecast 0.54 degrees – a 20
percent reduction.
The figures, however, have been
seized on by sceptics of man-made
climate change, who claim that global
warming has flat lined despite a large
rise in green-house emissions in recent
decades.
(BL, 09.01.13)

Obama Proposes Cleaner Fuels

U

S President Obama proposed diverting US$2bn in revenue from federal oil and
gas royalties over the next decade to pay for research on advanced vehicles.
Obama toured a vehicle research facility at Argonne National Laboratory near
Chicago and then spoke to employees about his plan to use oil and gas money to
find ways to replace hydrocarbons as the primary fuel for cars, trucks and buses.

www.caglecartoons.com

Climate Change to Conflict
UN draws attention to a linkage
between climate change and global
security challenges after anticipatory
scenarios are presented by Joachim
Schellnhuber, director of the Potsdam
Institute for Climate Impact Research
to members of the UN Security Council
in New York to show the connection
between climate change and global
security challenges.
He gives an example to Imagine
India in 2033 - which has overtaken
China as the most populous nation. Yet
with 1.5 billion citizens to feed, it’s been
three years since the last monsoon.
Without rain, crops die and people
starve and this is where seeds of conflict
take root.
He urged rich nations to find a way
to supply needy nations suffering from
climate effects. The Obama
administration is on heavy opposition
to the proposed Keystone XL pipeline,
seen by the environmental community
as an unacceptable project.

awards, organised by Berne Declaration
and Greenpeace and frequently
reported in international media, have
been given to energy and mining
companies in the past also.
Along with poor working conditions
to its workers, CIL has also been
accused of turning the Jharia region in
Jharkhand, originally a dense forest
belt and home to various tribes, into
wasteland through improper mining.
Spontaneous fire in Jharia has
released toxic gases and threatens the
home to more than 4 lakh people. Whole
villages had to be relocated because of
(ET, 09.01.13)
the fire.

(FE, 15.02.13)

Coal India under Blackwash?
Coal India Ltd, the world’s biggest
coal producer, is rubbing shoulders
with Goldman Sachs and Shell in the
race for the top slot in the Public Eye
Awards for being the worst company in
the world in dealing with the
environment and human rights. The
ECONOMIQUITY No. 1, 2013

Obama said he was seeking to build as broad an energy portfolio as possible
for the country, with expanded oil and gas development; favourable tax treatment
for non-polluting sources like wind, solar and geothermal energy; loan guarantees
for new nuclear plants; increased emphasis on energy efficiency; and research
(FE, 16.03.13)
into long-term alternatives to fossil fuels.
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Special Article

Best Solution for Climate Change
– Ralph Nader

Such a tax would place a fee on
polluters that emit GHGs. It
should be applied at all major
sources of GHG emissions
www.img.allvoices.com

P

hilip Bump, writing for Grist, pointed
out data from the National Oceanic
and Atmospheric Administration
showing that November was the 333rd
consecutive month with global
temperatures higher than the long-term
average. Global warming is happening,
whether or not lawmakers on Capitol
Hill want to acknowledge it.
Unfortunately for the rest of us, the
consequences of ignoring it are dire.
A 2006 report from British
economist Nicholas Stern estimated
that if global temperatures increase 23 degrees Celsius in the next 50 years
we risk losing up to 20 percent of global
GDP.
But global warming would not just
affect our pocketbooks. According to a
report from DARA, an international
humanitarian organisation, if we do
nothing, over 100 million lives will be
lost by 2030 from our reliance on fossil
fuels and the effects of global warming,
including hunger, the spread of disease,
air pollution and cancer.

US: Biggest Polluter
As one of the largest polluters in the
world, the US has a special
responsibility to lead the way in tackling
global warming. We emit 18 percent of
global CO 2 emissions with just 4.5
percent of the world’s population. In
2010, the country was responsible for
about 5.6 billion metric tonnes of CO2
emissions – more than the collective
emissions of all the countries of Europe.
A Carbon tax could be a panacea to this
problem. A carbon tax would place a
fee on polluters that emit GHGs like

carbon dioxide, methane, and nitrous
oxide. This tax would prod us away from
dirty fossil fuels and toward clean
energy alternatives to avert global
warming while raising considerable
revenue.
According to the world authority on
the subject, the Intergovernmental
Panel on Climate Change, a carbon tax
on GHGs of US$50 per metric tonne of
CO2 equivalents would be a good first
step. With annual emissions of 6.8
billion metric tonnes of CO2 equivalents,
the US would collect US$340bn each
year. With revenue like that, a carbon
tax could be used to help balance the
budget. The policies discussed in the
fiscal cliff debate were comparatively
instructive.
Climate Policy and Carbon Leakage
Despite the mounting dangers, most
fossil fuel lobbies remain determined
to prevent a carbon tax. They claim such
a tax would lead to ‘carbon leakage’,
where highly polluting industries move
to countries without one. However, by
2013 some form of a carbon tax will be
in place in 33 countries. Regardless,
carbon tax advocates have proposed a
fee on ‘energy imports’ from countries
without a carbon tax to equalise the
price and prevent carbon leakage.
Another criticism is that a carbon
tax disproportionately affects lowincome consumers because they spend
a larger proportion of their income on
energy than do high-income individuals.
But a study from the Congressional
Research Service showed that tax
rebates, while they would mean some

reduction in tax revenue, could be
successful in meeting this challenge.
Despite its critics, a carbon tax has
garnered broad support.
Unique Perspective: Insurance Approach
Harvard
economist
Martin
Weitzman’s placed a unique perspective
using an insurance approach.
Insurance is designed to prevent
enormous losses and reduce the risk
posed to an individual in the case of a
catastrophic event. When we purchase
insurance policies, we buy them hoping
that we won’t need them – but in the
event that we do, we are happy we made
the investment.
The potential for utter devastation
in loss of life, fertile farmland, and
infrastructure if climate deniers are
wrong is too high to ignore. And like
insurance, there are deterrence benefits
to a carbon tax beyond the mitigation
of economic risk.
Spending part of the revenues from
a carbon tax on incentives for
displacement by clean energy, we would
stimulate the economy, create jobs, and
improve people’s overall health through
reducing the pollution they and their
children have to breathe.
Time for Real Action
It is time for some real action on
global warming – we must not temporise
any more. Will our children and
grandchildren look back upon our
generation as one of endless gridlock?
Or will they be thankful that we came
together to help solve a major crisis by
enacting a carbon tax?

– Consumer Advocate, Lawyer and Author. Excerpts from an article appeared in the Financial Express, on January 09, 2013
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Special Article

Emerging Economies: Getting More Protective
– Chad P Brown* & Meredith Crowley**

There is a news evidence that emerging economic are trying
variable protection more closely to business cycles and
exchange rates – just like the high-income economies
www.mediaeconomist.com

T

he imposition of temporary
protection measures like antidumping and anti-subsidy duties having
proliferated like wildfire in recent years
gives rise to concerns even if perfectly
consistent with WTO trade rules. There
are worries that this signals a shift to
protectionism. But there is an alternate
view that temporary protection may
actually facilitate trade liberalisation.
New Research
In a research paper (Bown and
Crowley, 2013b) examine emerging
economies’ application of new import
restrictions through the lens of a
particularly important class of trade
policies – the temporary trade barriers
of anti-dumping, safeguards, and
countervailing duties.
The analysis considers 13 emerging
economies over 1999-2010; together
these economies accounted for 21
percent of world merchandise imports
and 22 percent of world GDP by 2010.
For a number of these emerging
economies during this period,
temporary trade barriers covered an
economically significant share of their
imported products. The punchline of the
new evidence is that some trade policy
has become more countercyclical for
emerging economies since the
establishment of the WTO.
The specific approach deployded
was to examine the impact of
macroeconomic fluctuations – for
example, domestic and trading partner
real GDP growth, domestic changes to
unemployment, real-exchange rate
changes, and aggregate import growth
– on the application of new import
restrictions through temporary trade
barriers.

The questions considered in the
research paper are as follows:
1. Which macroeconomic factors
drive changes to trade policies?
2. How have promises made by
emerging economies to WTO
members regarding maximum
tariff rates affected the
application of new import
restrictions through temporary
trade barriers?
3. Has the institutional framework
of the WTO affected the
responsiveness of new import
restrictions to economic shocks?
The evidence presents a broad
confirmation of the patterns
established
for
industrialised
economies in Bown and Crowley
(2013a) emerging economies also
imposed new bilateral import
restrictions in response to weak
domestic unemployment rate, weak
real-GDP growth in foreign trading
partners, and strong bilateral import
growth. The second finding is that
substitution across trade policy
instruments is an important factor
behind the implementation of new
import-restricting new temporary trade
barriers in emerging economies.
The research indicated that
countries like Argentina, Brazil, China,
India, Indonesia, Mexico, South Africa,
Peru and Thailand engaged in policy
substitution and disproportionately
imposed trade barriers, particularly on
the products on which the application
of import tariffs were constrained. Some
policy substitution takes place, i.e. when
tariff increased become impermissible
under the WTO, emerging economies
are turning to temporary trade barriers.
The paper also compares the
determination of new temporary trade

barriers under the GATT versus WTO.
Significant and robust evidence of a
change in the way aggregate
fluctuations affect trade policy through
temporary trade barriers under the WTO
compared to the GATT.
After the establishment of the WTO,
domestic GDP growth, rising domestic
unemployment, and exchange rate
appreciation led to more products
becoming subject to new temporary
trade barriers. These relationships were
not evident in data prior to the
establishment of the WTO suggesting
that the WTO period has impacted
emerging economies by affecting the
responsiveness of these importrestricting policies to real economic
shocks.
In fact, under the WTO, emerging
economy trade policy responses to
economic shocks is quite similar to that
found for high-income countries.
Policy Implications
The implications of this research for
future policy-making are as follows:
there is potential cause for concern if it
turns out that emerging economies’
commitments to a more liberal trading
regime are being unwound by the
reapplication of import restrictions
through temporary trade barriers.
However, the application of
temporary trade barriers in response
to economic shocks is potentially
consistent with theories of cooperative
trade agreements that may require
inclusion of ‘safety valve’ provisions to
remain sustainable. If sufficiently
limited in application, temporary trade
barriers that respond to unexpected
events may provide the necessary
flexibility that allows an overarching
liberal trade agreement to survive.

* Senior Economist, Development Research Group, Trade and International Integration, DECTI, World Bank
** Senior Economist, Economist Research Department, Federal Reserve Bank of Chicago
– Excerpts from an article appeared in the Financial Express, on February 13, 2013
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Trade Winds

US-EU Free Trade Pact

T

www.caglecartoons.com

he transatlantic talks over the EU-US FTA which are poised to conclude one of
the most strategic economic partnerships in the history of world-trade may
not only define the rules of trade for all the other players, particularly, China,
Middle East and Asia, but may resulting in undermining multilateralism.
As per the German
Marshall Fund, while the
GDP of the EU would
increase by €190bn, the
benefit which would
accrue to the US would
be to the tune of €100bn.
As Philip Stevens notes
the
geo-political
significance, “The flow of
power to the east and
south puts a questionmark over the relevance
of “the west”.
However, groups like
the AFL-CIO (the largest federation of US labour unions) have expressed concerns
that the pact could diminish the impact of standards on issues such as foodsafety rules, consumer right-to know laws and environmental protections.
(FT, 22.02.13; 18.02.13; & 14.02.13)

Trans-Pacific Partnership
The Trans-Pacific Partnership (TPP),
a deal which may be concluded between
the US and 10 other countries will have
a major impact on multilateralism.
According to Demeterioa Marantis,
Acting US Trade Representative,
agriculture will be a core concern in the
negotiations leading to the conclusion
on the TPP.
Both EU and Japan have been
considering excluding market access for
US farm products from the pact, while
US negotiators have been arguing
against this proposal.
Similarly, Japanese farmers who are
affected by the rapidly reducing rural
population, and reducing acreage to
support prices, are amongst the most
protected in the world, and concerns
have been raised on whether similar
protection would persist following the
conclusion of the TPP.
(FT, 20.03.13 & 19.03.13)

Difficult to Conclude Doha Round
Having conceded that the Doha
Round may not be concluded in a single
package, the specific issues which
would be considered at the Bali
Ministerial in December in 2013 are
trade facilitation, information
technology, environmental goods and

10

international services agreement.
India is opposed to concluding any
commitments pertaining to IT and
environmental goods which may
detrimentally impact its domestic
industry. Pascal Lamy, WTO Director
General also noted with concern the
burgeoning bilateral trade pacts which
could inhibit the progress of
multilateral trade.
An agreement on farm tariffs may
be reached in Bali, especially after
China, the world’s largest trading
nation, has agreed to the Indian
proposal on farmer’s security.
(ET, 29.01.13; FE, 03.02.13 & BL, 11.02.13)

EU’s Proposal on ‘Made in’ Labels
An EC proposal may result in
manufacturers from China and India
facing sanctions if their products lack
a ‘Made in’ label.
As observed by companies which
have set up base in countries with lower
labour costs, disclosing that a product
was made in China could impact the
manner in which consumers would
respond to it given the fact that products
from China have been imputed as ‘lowquality’ products, and affect their
profitability.
Following being singled out by the
WTO, Karel De Gucht had withdrawn a

similar proposal in 2012. The WTO has
observed that these ‘Made in’ labels are
being rendered increasingly lesssignificant owing to the prevalence of
globalised supply chains which have
been newly highlighted in research.
(FT, 13.02.13 & 17.01.13)

India-Australia Bilateral Trade
Negotiations
have
already
commenced on goods and services
tariffs. Bilateral trade between India
and Australia is currently valued at
US$11bn and is expected to double in a
few years.
People of Indian origin comprise
the fastest growing migrant group in
Australia (4,50,000) and Indians
constitute the second-highest student
population. The sectors which India is
particularly interested in include
aircraft technology, medical, IT and
education, whereas Australia has
interests in infrastructure, education,
biotech and banking.
Indian exports to Australia have
doubled to US$3bn in the last few years.
Specifically, Australia is interested in
concluding the conditions under which
India can export Uranium, particularly,
as India is not a party to the Nuclear
Non Proliferation Treaty. (BL, 11.03.13)
New Trade Deals for India
The EU is India’s largest trading
partner. Keeping in mind political
conditions, negotiators are seeking to
hasten the conclusion of the EU-India
trade pact before the ‘window of
opportunity’ closes.
On a positive note, as per Ajay
Bisaria, the Joint Secretary, Ministry of
External Affairs, a Comprehensive
Economic Cooperation Agreement
(CECA) will be negotiated between India
and the Eurasian countries, which is
expected to increase by 30 percent and
worth around US$15bn. Of this trade
between India and Russia is estimated
at US$11bn.
Following the completion of an
important logistical link, the
International North South Transport
Corridor, trade will increase between
India Russia, Belarus, Ukranie, Armenia,
Azerbaijan, Georgia, Kazakhstan,
Krygstan and others.
(BL, 15.02.13; 06.03.13 & FE, 21.03.13)

ECONOMIQUITY No. 1, 2013

Trade Winds
India a Major Player in Agri-Exports
India has emerged as the world’s
largest exporter of rice. Its agricultural
exports were valued at US$37bn against
an import of commodities worth 17
billion indicating that government
measures, such as the Open General
Licence and the five percent export
initiative have worked well.
However, there is an urgent need for
investment in cold-storage facilities
because at least 35 percent of
agricultural products are wasted
without proper infrastructure.
(BL, 11.03.13)

Increased Opportunities in Textiles
China has shifted focus from the
textiles industry, opening up further
opportunities for India and Bangladesh
exporters. While India has an
advantage in yarn export contracts,
Bangladesh is a key player in the
apparel and garments market,
particularly because the cost of
production is significantly lower owing
to the availability of cheap labour. It is
expected that in 2012-2013 cotton yarn
exports will shoot up to 1,000 million
kg.
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(BS, 25.02.13 & BL, 31.01.13)

Pak Hinders Indo-Afghan Trade
The South Asia Free Trade Area
(SAFTA) pact had come into force in
January 2006, and Afghanistan had
joined the South Asian Association f or
Regional Cooperation (SAARC) in 2007.
However, trade between India and
Afghanistan are impeded by Pakistan
not facilitating transit of goods, as
observed by Afghan Commerce Minister
Anwarul Haq Ahady. This is in violation
of not only the SAFTA, but also the
Afghanistan-Pakistan Trade and Transit
Agreement.
This is of further significance given
the fact that emerging markets such as
India, Vietnam and China are expected
to have double digit annual growth in
the seven years.
(Mint, 29.01.13)
Identifying Interests in FTA
The shortcoming pertaining to a
deficiency in relaying trade-pact
related information to exporters has
been addressed by a new portal tabling
information pertinent to decisionmaking pertaining to exports which has
been launched by the Commerce
Department.
The online database enlists the
preferential tariff, rules of origin,
information pertaining to technical
barriers to trade and sanitary and
phyto-sanitary measures, in the top 25
destinations with which India has
concluded regional or bilateral trade
pacts, with special focus on South
Asian and South East Asian country
members.
Further, the Ministry of Commerce
encourages exporters to offer their
opinions on the impact of tariffs lines
so that product-specific rules could be
effectively negotiated.
(BL, 01.02.13)

Stumbling
Blocks in
Indo-Pak Trade

D

isappointingly, even though
exports from Pakistan to India

have risen by 66 percent to
US$460mn during April-December
2012 period, Pakistan did not grant
India MFN status by December 31,
2012 as promised.

www.veracitynow.com

Exploring Channels to Access EU’s GSP
The EU’s Generalised System of
Preferences (GSP) allows developing
countries to obtain preferential access
to the EU market through reduced
tariffs. Bangladesh and 47 other LDCs
are allowed duty-free, quota-free
access into the EU market.
From 2014, this access will be
extended to those countries which
supply raw materials to the country
which exports the final product. Export
of textiles from Bangladesh to the EU
has increased by 29 percent in 2011
from 2010.
Despite frequent requests,
Bangladesh, India’s largest trading
partner in the subcontinent has rejected
India’s requests for extending EU
benefits to yarn exporters by importing
cotton yarn as an input for textile
products.
On a positive note, once India
concludes the free trade agreement with
the EU, Indian textile exporters will gain
preferential access to European
markets.
(FT, 09.03.13 & Mint, 08.03.13)

Following up from imposition of
bans on the export of cotton from India
which had invited dissent from not only
Indian exporters, but importing
countries like Pakistan and
Bangladesh, India and Bangladesh may
conclude an agreement. This will ensure
that there will be supply of a minimum
quantity of cotton from India to
Bangladesh (15 lakh bales of 170 kg
each) irrespective of the operation of
any export ban.

Further, Pakistan attempted to
ban Indian drug products after
assailing that 40 deaths in Pakistan
resulted from the consumption of
cough syrup which was produced
in India, a claim which seems
unfounded given the fact that Indian
drugs have so far been successfully
exported to several developed
nations which impose stringent
quality checks.
However, despite the furor over
the Line of Control violence, India
did not suspend trade talks with
Pakistan, and has also removed
Pakistan from the negative list
maintained under the Foreign
Exchange Management Act (FEMA).
(BS, 29.01.13 & BL, 06.02.13)
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Trade Winds
US-China Telecoms Dispute
Following the dispute initiated by
the EU against China on investigating
dumping and illegal subsidies in the
production of solar panels, a similar
‘ex-officio’ investigation is being
undertaken on telecom.
The systemic importance of this
sector is particularly felt now at a
point of time when the whole world is
upgrading to 4G systems. This telecom
dispute may be the ‘mother of all
disputes’.
Commentators, such as Hosuk LeeMakyama of the European Centre for
International Political Economy have
noted that the EU trade commissioner,
Karel De Gucht is adopting a notably
‘confrontationist’ approach towards
China, particularly in light of the
recent investments made by Britain
in Huawei Technologies, a leading
Chinese telecom equipment provider.
(FT, 01.02.13)

Government Procurement in India
The US, speaking for the slew of
US IT companies which have set up

shop in India, has voiced its dissent
against the new Indian proposal to
require government agencies to
undertake procurement of local
electronic products by March 2014.
The products covered include
personal computers, printers and
tablets. The objective of the measure is
to develop a strong Indian technology
manufacturing sector. In certain cases,
this stipulation could extend to private
companies as well, on account of
security reasons.
The Indian government has
responded by noting that India is not
part to the plurilateral agreement on
government procurement which may
stipulate disciplines pertaining to
preferential procurement. (BL, 03.02.13)
Bird Flu in Poultry
Importers, following the imposition
of strict avian influenza regulations
have been hesitant to place long terms
orders from the US. Having recognised
that, the US has contended that the
measures imposed by India are
‘inconsistent with the relevant science,

Disputes in Renewable Energy

W

hile China launched a dispute in December against the EU over solar power
generation programmes in Italy and Greece, it has been at the receiving end
of complaints initiated by the EU and the US over its solar energy policies.

www.cdn.energytribune.com

Similarly, solar-energy producers in India are guaranteed of government
purchases under the policy launched in January 2010, without having to compete
with their foreign competitors. Further, domestic content standards are going to
be extended to solar thin-film technologies, which until now have comprised a
bulk of the US exports.
In an attempt to protect its own market access, US argues that India’s domestic
content requirement would result in increased cost of clean energy, and derail the
achievement of the shared objective.
(FT & IE, 07.02.13; & BL, 08.02.13)
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international guidelines and the
standards India has set for its own
domestic industry’.
The poultry market is worth
US$300mn in India. India has been
preparing for disputes by asking the
Animal Husbandry Department to work
on risk assessment studies to buttress
arguments which would support
banning poultry products, as will be
voiced at the WTO. If India loses the case
at the WTO, the cheap chicken legs from
the US would drive down prices.
(BL, 04.03.13)

US-India Steel Dispute
India has proceeded against the
duties imposed in the US against
companies like Essar, Tata, SAIL and
Jindal which are as high as 500 percent.
These duties which have been levied on
Indian steel producers have resulted in
reducing the export of hot-rolled steel
products to the US for the last few years.
The US, in support of the levy of these
duties has asserted that the iron ore
which is sourced by the Indian steel
makers from the NMDC is highly
subsidised. The Indian authorities have
responded to this claim by asserting
that the ore has been sold at market
prices.
At the WTO, the dispute settlement
panels for these cases had been
instituted in the middle of 2012, though
temporarily delayed owing to
disagreements over who would be
included in the panels.
(BL, 04.03.13)
US to Levy Duty on Shrimp Exports
The US is contemplating levying a
countervailing duty on shrimp exports
from India. India produces over 1.30
lakh tonnes of Pacific White Shrimp (the
most popular species) and 80,000
tonnes of Black Tiger Shrimp.
The capacities for quarantining have
been increased to 83,000 from the
previous 43,000, and it is expected that
the capacity will be increased to 2.37
lakh.
A team led by Leena Nair,
Chairperson, Marine Products Export
Development Authority will present the
case against the imposition of
countervailing duties on shrimp exports
from India to buttress the stand that
India does not subsidise shrimp exports.
(BL, 09.01.13)
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Development Dimensions

Indian Firm Wins Generic Drug Case
he Intellectual Property Appellate Board
(IPAB) of India upheld the grant of
compulsory licence to the Hyderabad-based
Natco Pharma Limited, a generic drug maker,
to produce and market Nexavar, a patented
cancer drug of pharma group Bayer
Corporation.
The Board said that “various
international conventions and Indian laws
allowed the member countries to grant such
compulsory licence in order to make medicine
cheaply available to the public. We must bear
in the mind of public interest but neither the
investor nor the compulsory licence
applicant. Patents are granted to benefit the
inventions to the public.”
At the same time Natco had to pay a seven
percent royalty to Bayer from the sales of

Indian Skilled Workers in 2020
India seeks to create 500 million
skilled workers by 2020 through the
National Skill Development Mission and
supply its surplus labour to the world,
Commerce and Industry Minister Anand
Sharma said.
The National Investment Zones, 12
of which have already been approved,
would create 100 million skilled jobs
in 10 years. He said that “we are
investing heavily on expanding the
number of our premier institutes
including IITs and NITs”.
Stressing on the importance of
collaboration between countries, VicePresident Hamid Ansari also said
partnerships will be instrumental in
accelerating economic recovery for
many countries.
(BL, 27.01.13)
Formal Employment Declined
A new International Labour
Organisation (ILO) report says that in
developing countries such as in India a
large number of workers remained in
agriculture (51.1 percent), in the urban
informal sector or in unprotected jobs
(contract) in the formal sector.
In India, the share of formal
employment has declined from around
nine percent in 1999-2000 to seven
percent in 2009-10, in spite of record
growth rates. The unemployment rates
increased rapidly for high-skilled
workers, especially women.
The report said the share of workers
in informal employment in the nonECONOMIQUITY No. 1, 2013
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generic drug Nexavar. Bayer obtained a patent in India in 2008 for Nexavar
which cost M2.8 lakh for a pack of 120 tablets, equivalent to a month’s
dosage. But in 2012 the Controller of Patents, Mumbai, granted the first-ever
compulsory licence to Natco to make ‘sorofenib tosylate’, a generic version
and was told to sell the pack at M8,800.
(TH, 05.03.13)

agricultural sector stood at 83.6 percent
in India (2009-10), 78.4 percent in
Pakistan (2009-10) and 62.1 percent in
Sri Lanka (2009).
(BL, 24.01.13)
Cyber Attacks by Chinese Army
A cyber-security company, Mandiant
said that the People’s Liberation Army
(PLA)’s Military Unit Cover Designator
(MUCD) or Unit 61398 was behind the
source of cyber-attacks on hundreds of
organisations around the world.
The company traced the “Advanced
Persistent Threat” to a UNIT 61398’s
location in Shanghai. The company
mapped the wide-range of victims of Unit
61398’s alleged cyber-attacks, which
includes Canada, France, the UK,
Norway, Belgium, Luxembourg, Israel,
Switzerland, South Africa, Singapore,
Taiwan, Japan and 3 organisations in
India.
(TH, 20.02.13)
Pfizer Accuse India on IPR
Pfizer, the pharmaceuticals group,
has critique of India at a congressional
hearing in US for creating a
‘protectionist intellectual property
regime’ that is deterring US investment.
The company said, ‘Since 2005 India
had routinely flouted trade rules to
bolster the Indian generic industry at
the expense of innovators’.
In 2005, as part of its accession to
the WTO, India adopted stronger
intellectual property rules that the
international pharmaceutical industry
hoped would grant them greater

protection and curb India’s generic
industry.
In India, where 70 percent of all
health spending comes from the pocket
of private individuals – India has
remained preoccupied with making
medicines affordable.
Its new patent law still sets a high
bar for drug companies to receive
patents on new innovations, and allows
generics companies to apply for
compulsory licences to override them.
(FT, 15.03.13)

DIPP’s Move to Cut Price of Key Drug
The Department of Industrial Policy
and Promotion Board (DIPP) is planning
to extend the provision of Compulsory
Licences beyond cancer drugs, a move
that will drastically reduce prices of key
drugs. The government is planning to
extend the provision to anti-diabetes
and Hepatitis C drugs as well.
Compulsory licence is a provision
under the trade related aspects of
intellectual property rights (TRIPs)
agreement where a government can ask
a generic drug maker to manufacture a
copy of a patented drug without the
permission of the patent holder.
DG Shah, Secretary General, Indian
Pharmaceuticals Association, a lobby
group of Indian drug companies said
that “Nowhere under the TRIPs
agreement it is stated that CL can be used
only for specific ailments relating to
communicable diseases”. (ET, 05.03.13)
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US Spending on Immigration Check
According to the Migration Policy
Institute, the US spent more on
immigration enforcement in the most
recent fiscal year than on all other
federal criminal law enforcement
combined, as it invested ever-larger
sums at the border and inside the US to
curb illegal immigration. The US spent
US$18bn on immigration enforcement
programmes in the year that ended
September 30, 2012.
In fiscal 2012, a record 409,849
people were removed from the U.S.,
compared with 188,467 in 2000. But
border apprehensions have plummeted
to a 40-year low – 340,252 in 2011, the
latest figure available, down from more
than 1.6 million in 2000.
President Barack Obama has taken
several steps to refocus enforcement.
Immigration agents have been directed
to prioritise the removal from the
country of immigrants with criminal
records or those who pose a security
risk.
(Mint, 09.01.13)
No Decline in Western Dominance
According to Professor Robert H
Wade from London School of
Economics, assumptions that the
decline of west is near are exaggerated.
One reason is that Western countries
have been effective in co-ordinating
actions in global organisations such as
G 20, World Bank and IMF.
Growth rates of developing
countries in the decades since the
Second World War have typically been
volatile from one decade to the next, with
short bursts of fast growth followed by
long periods of slow growth or worse.

The US has 22.9 percent of world
GDP, China is next, with 9.4 percent, then
Japan, 8.7 percent, and Germany, 5.2
percent. After China the remaining BRICS
are much smaller; for example, Brazil
has 3.4 percent, India 2.7 percent.
(FT, 08.01.13)

US Below Europe in Nutrition Index
European food and drink producers
score higher on a new ranking of
nutritious and affordable products than
US. The Access to Nutrition Index,
funded by the Well-come Trust, the
Gates Foundation and the Global
Alliance for Improved Nutrition,
assesses the world’s 25 largest
manufacturers based on their
contribution to tackle obesity.
Just three of the companies analysed
– the European-based groups
Danone, Unilever and Nestlé – scored
over five on a 10-point scale, ahead of
the best-rated US companies led
by PepsiCo, Kraft and Heinz.
The findings come at a time of
growing concern over food security and
chronic diseases linked to poor
nutrition, and could help influence
investment decisions, with 39
institutions managing more than
US$2.6tn in funds signing a statement
of support for the index.
(FT, 13.03.13)
Food Chain Criteria for Investors
Findings from a new benchmark
reveal that many big global food
companies in which investors invest are
failing to adequately monitor the welfare
of farm animals used in the food chain.
The benchmark was supported by
Compassion in World Farming and the

www.commodityonline.com

GM Crops Area Expanded
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World Society for the Protection of
Animals, comes as a growing number
of food companies are being drawn into
the horsemeat scandal across Europe
and consumers and investors are
becoming increasingly worried about
risk management in the food chain.
Among the worst offenders in the
ranking are Walmart, Auchan, Mars,
and El Corte Inglés, where no evidence
of farm animal welfare was found on
their business agendas. Nestlé, Premier
Foods, Starbucks and Carrefour also
(FT, 25.02.13)
scored poorly.
Infosys in Immigration Trouble in US
Infosys Ltd, India’s second biggest
information technology (IT) firm, may
have paid less than US$100,000 to settle
a visa fraud case with former US
employee Satya Dev Tripuraneni, and
managed to avoid litigation that could
have posed a reputation risk.
Allegations of fraud and
victimisation, whether proven or not,
might show Indian outsourcing firms in
poorer light,” said Morley J. Nair, a
Philadelphia-based
immigration
lawyer. “Indian firms, as the largest
users of the H-1B non-immigrant visa,
seemed to have attracted a lot of
attention in the US.”
Hira of Rochester Institute also
blamed US policymakers for lack of
clarity: “The current policy discussion
about immigration conflates temporary
guest workers with permanent
immigration, creating confusion rather
than clarity. This confusion is a direct
result of the political strategy of the
major
American
technology
companies”.
(Mint, 10.01.13)

F

or the first time since the introduction of biotech or
genetically modified (GM) crops in 1996, the developing
countries now have more area under GM crops compared
to their industrialised counterparts. In 2012 an additional
10.3 million hectares (mh) came under GM crops against
12 mh in 2011.
Brazil accounted for bulk of the expanded GM acreage,
followed by Canada, US, India and China. Sudan and Cuba
planted GM crops for the first time in 2012 by growing
biotech cotton and hybrid biotech maize respectively.
Of the 28 countries that planted biotech crops in 2012,
20 developing countries accounted for 52 percent of the
GM crop area in 2012 against 50 percent in 2011, while the
8 developed countries led by the US accounted for the rest.
Indian share of 9.4 mh of 2010 has increased to 10.8 in
2012 in biotech cotton.
(BL, 20.02.13)
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Special Article

Resolving the Food Crisis: The Need for Decisive Action
– Sophia Murphy* and Timothy A Wise**

Global leaders squandered
2012, but prospects for
resolving the food crisis in
2013 seem better

W

hat progress has been made in
2012 in addressing the underlying
causes of the global food crisis? Far too
little, following the food price spike in
past few years, we need clear and
decisive action to address the real
drivers of high and volatile food prices:
biofuels
expansion,
financial
speculation, low levels of public food
reserves, weak investment in developing
country agriculture, and a changing
climate.
Reducing Biofuels Expansion
In 2012, there were some movement
to reform policies that encourage the
continued conversion of food, and feed
crops to fuel but no slowing of the
biofuel boom. At the end of 2011, the US
ended two of the principal support
programmes, the tariff on imported
ethanol and the blender tax credit that
subsidised corn ethanol use. These were
positive reforms, but the Renewable Fuel
Standard (RFS) mandate remains in
place.
The European Union took the
promising step of proposing to reduce
from 10 to 5 percent the amount of
transportation fuel that can be sourced
from food/feed crops. Yet this is not a
hard cap, it allows some continued
expansion, and it contains many
loopholes.
Financial Speculation on Agricultural
The evidence continues to mount
that deregulated financial speculation
on agricultural commodities is an
important driver of food price volatility.
Both the US and the EU introduced
important regulations to bring over-thecounter trading onto regulated
exchanges and to impose stricter
“position limits” on the scale and scope
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of any one trader’s holdings. But 2012
was also a year of heavy lobbying by
the financial industry, resulting in
delays and weakening of approved
reforms.
Building Food Reserves
Low levels of publicly held food
reserves leave markets vulnerable to
supply shocks, and little has been done
internationally to address the problem.
Stocks of all commodities remain at
historically low levels, making prices
very sensitive to harvests. When drought
hit the US, prices shot up in response.
The price spike was less prolonged
than other recent spikes, mostly because
a record high numbers of acres were
planted, and perfect weather in Brazil
ensured a record harvest there. In West
Africa, the push to create a regional
emergency food reserve continues,
slowly but with purpose. The largest rice
consuming countries, including China,
India and Indonesia, continue to
operate domestic food stocks.
Halting Land Grabs
African countries account for more
than 70 percent of the land acquisitions,
weak states are targeted for investment,
there is rarely prior and informed
consent by residents, small-scale
producers are regularly displaced, little
employment is generated, biofuel
production is a significant reason for
many investments, and only rarely is
food produced for the domestic market.

High and volatile commodities
prices are expected to keep foreign
investors and sovereign wealth funds
interested in buying land abroad.
Continued international monitoring is
important, as are recipient-country
actions to enforce the Voluntary
Guidelines (VG) and restrict large-scale
foreign land acquisitions, and actions
by countries where investors are based,
ensuring funds respect VGs as well.
Prospects for Change in 2013
It is clear that high and volatile food
prices will remain a problem until
structural reforms to trade; finance and
agriculture systems are put in place. In
2013 we could see meaningful limits on
financial speculation, if legislators can
resist lobbying by financial interests.
We could see a reconsideration of
mandates for biofuels made from food
crops, even in the US, where the
inflexibility of the RFS has many in
Congress calling for an overhaul of the
mandate. With or without the support
of the international community,
countries will continue to build food
reserves to dampen price volatility and
protect domestic food security.
With bold action on climate change,
biofuels and speculation, capable
leadership at the WTO and UNCTAD, a
renewal of public sector funding, and a
firm commitment to remove hunger, so
much is possible. For the sake of global
food security let us hope governments
rise to the challenge.

* Senior Adviser, Institute for Agriculture and Trade Policy
** Director of the Research and Policy Programme at the Global Development and Environment Institute (GDAE) at Tufts University
– Excerpts from an article appeared in the Aljazeera.com, on January 30, 2013
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Publications

WTO Plurilateral Agreement
on Government Procurement
Market Access Opportunities & Challenges for India

T

he study undertakes an assessment of opportunities and challenges which India is
expected to encounter if it decides to negotiate to accede to the GPA. It presents
factors which could inform decision makers and sectoral stakeholders while making the
crucial decision on when accession should be undertaken, if at all, and the manner in
which welfare objectives can be imbued in the negotiations. An economic analysis
indicates market access opportunities in GPA member-countries, and non-GPA membercountries of the WTO. Further, an anatomisation of the commitments concluded by
member-countries to the GPA presents insights on nuances in negotiating GPA
commitments which can add value to an acceding country.
www.cuts-citee.org/GP/pdf/WTO_Plurilateral_Agreement_on_Government_
Procurement_Market_Access_Opportunities_Challenges_for_India.pdf

Trade and Exchange Rates
Effects of Exchange Rate Misalignments on Tariffs

T

he issue of exchange-rate misalignments and their impact on trade is not new, but it has recently gained increased
attention from economists, and a number of estimates of misalignments are available for all currencies in the
world. The subject of currency and trade wars is gradually gathering interest among policymakers, experts and at the
public domain at large. In the face of the magnitude of present misalignments and their clear impacts on trade, one may
wonder why and how this issue is absent from trade rules and multilateral trade negotiations at the WTO in Geneva.
www.cuts-citee.org/pdf/Briefing_Paper13Trade_and_Exchange_Rates_Effects_of_Exchange_Rate_Misalignments_on_Tariffs.pdf

Environmental Sustainability Challenges in Cotton Value Chain
How is India Responding to these Challenges?

P

We want to hear
from you…

romotion of environmentally-sustainable agriculture, in general, and cotton, in particular has emerged as a major
policy concern globally. The entire spectrum of activities from cotton production, leading up to consumption, is no
exception to this global trend. An assessment of the cotton value chain reveals a mix of economic and environmental
factors which need policy attention. Against this backdrop, this Briefing Paper has tried to shed light on the role of
Indian government policy and regulatory framework spanning mid-80s till now, to ensure delivery of better and
sustainable cotton production and consumption along the value chain.
www.cuts-citee.org/pdf/Briefing_Paper13-Environmental_Sustainability_Challenges_in_Cotton_Value_ChainHow_is_India_Responding_to_these_Challenges.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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