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Why FTAs are Vital for India?
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he direction of global trade is set to change as mega agreements like the
Trans-Pacific Partnership (TPP) and Trans-Atlantic Trade and Investment
Partnership (TTIP) come into force. They have the potential to adversely affect
excluded countries such as India by diverting trade and investment away from
them and weakening their positions in global value chains.
A study done by CUTS found an increasing number of products in India’s
export basket being threatened by either TPP or TTIP. Much of this impact will
not be on account of reduction in tariffs in TPP and TTIP countries, as they are
already low, but as a result of removal and/or harmonisation of non-tariff
measures, particularly in respect to process and product standards, the
application of intellectual property rights and other behind-the-border trade
facilitation measures.
As a result, some of the TPP and TTIP countries are expected to enhance
their internal supply potential which can further shrink the existing export markets
that India enjoys with them. Most of those products are highly sensitive to India’s
economy, meaning they are produced and exported in large quantities from India.
This calls for immediate actions including taking appropriate measures through
India’s National Foreign Trade Policy, which will expire in 2014. The new trade
policy should have strong linkages with other major macroeconomic policies such
as monetary, fiscal, manufacturing policies. Furthermore, specific trade policy
measures including their compatibility with India’s commitments to the WTO regime
and its negotiating strategy with respect to FTAs should be taken to safeguard
Indian exports and enhance its trade competitiveness against far-reaching expected
changes in the global trade scenario over the next five years or so.
Although the enhancement of trade competitiveness is a gradual and long-term
process, negotiations and implementation of other FTAs can be effectively utilised
to reduce trade costs and, thus, partially improve trade competitiveness. The
government is under considerable pressure to review them.
On the other hand, there is little attempt to use them effectively to integrate into
the global value chains. Integrating into and moving up the global value chains is
essential conditions for greater competitiveness and higher growth. When TPP
and/or TTIP come into force they could attract potential investment among its
members, some of which may otherwise possibly come to India.
India has started exercising it in the form of the Regional Comprehensive
Economic Partnership Agreement, which is being negotiated among India, Australia,
New Zealand and Asean+3 countries (China, Japan and South Korea). India is also
negotiating FTAs with Australia, New Zealand and the European Union.
Furthermore, FTAs with the Asean group of countries and with Japan and South
Korea are already in place. The coverage of RCEP and many of these FTAs is similar
to that of TPP and TTIP. Their scope should remain relatively lower than TPP and
TTIP and should be gradually expanded by taking into account domestic regulatory
and development concerns.
India should effectively negotiate the RCEP agreement and its FTAs with key
trading partners, such as the EU and Australia in order to gradually remove and/or
harmonise non-tariff measures affecting trade among these countries and improve
its domestic regulatory regimes for process and product standards, intellectual
property rights and other behind-the-border trade facilitation measures.
It is true that FTAs are posing some challenges but they should be addressed
proactively in order to convert them into opportunities.
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The Global Economy in 2014
Klaus Schwab*

A

t the dawn of a new year, the world
is in the midst of several epic
transitions. Economic growth patterns,
the geopolitical landscape, the social
contract that binds people together, and
our planet’s ecosystem are all
undergoing radical, simultaneous
transformations, generating anxiety
and, in many places, turmoil.
An economic standpoint
From an economic standpoint, we
are entering an era of diminished
expectations and increased uncertainty.
In terms of growth, the world will have
to live with less. To understand the
implications of this, consider the
following: if the global economy grew
at its pre-crisis pace (more than five
percent per year) for the foreseeable
future, its size would double in less than
15 years; at three percent, doubling
world GDP would take about 25 years.
This makes a significant difference
to the speed at which wealth creation
occurs, with profound effects on
expectations. We ignore the power of
compound growth to our detriment.
As for uncertainty, the world’s four
largest economies are currently
undergoing major transitions. The US
is striving to boost growth in a fractured
political environment. China is moving
from a growth model based on
investment and exports to one led by
internal demand. Europe is struggling
to preserve the integrity of its common
currency while resolving a multitude of
institutional issues. And Japan is trying
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to combat two decades of deflation with
aggressive and unconventional
monetary policies.
For each, the formulation and
outcome of complex and sensitive policy
decisions implies many “unknowns”,
with
global
interdependence
heightening the risk of large unintended
consequences. For example, the US
Federal Reserve’s policy of quantitative
easing (QE) has had a major effect on
other countries’ currencies, and on
capital flows to and from emerging
markets.
When QE was launched, it was the
least flawed of the available policies,
and it averted a catastrophic global
depression. But its downsides are now
apparent, and its abatement in 2014
could fuel further uncertainty.
Meanwhile, the emerging-market
slowdown may well persist, particularly
in the largest economies. Over the past
15 years, the BRICs (Brazil, Russia,
India, and China) have achieved
remarkable progress, but their reforms
have been among the least difficult to
implement.
Second-generation reforms
The so-called second-generation
reforms, which are more structural in
nature, are vital to long-term growth but
much more difficult to realize.
Elimination of subsidies, labour market
and judicial reforms, and effective anticorruption measures are politically
charged and often are blocked by
powerful vested interests.

Livemint

In a charged social and
political context, reviving
economic growth is crucial.
But here will it come from?

The global growth slowdown is
taking place against a backdrop of
rising economic inequality, owing to
labour’s declining share of national
income—a worldwide phenomenon,
resulting from globalization and
technological progress, that poses a
serious challenge to policymakers.
Systems that propagate inequality, or
that seem unable to stem its rise,
contain the seeds of their own
destruction. But in an interdependent
world, there is no obvious solution,
because the high mobility of capital
fuels global tax competition.
More generally, lower growth is
fuelling popular protest and social
unrest, particularly in countries that
were growing rapidly (for example,
Brazil, Turkey, and South Africa), owing
to the impact of rising living standards
on expectations.
Economic growth crucial
In such a charged social and
political context, reviving high-quality
economic growth is crucial. But where
will it come from? Technological
progress is a distinct, but highly
uncertain, possibility. Ultimately,
however, the path to sustained growth
requires not just new policies, but also
a new mindset. Our societies must
become more entrepreneurial, more
focused on establishing gender parity,
and more rooted in social inclusion.
There simply is no other way to return
the global economy to a path of strong
and sustained growth.

Founder and Executive Chairman, World Economic Forum; Excerpts from an article appeared in Livemint, January 10, 2014
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Indo-Korea Sign Nine Pacts
India and South Korea signed nine
pacts aimed at imparting forward
momentum to their bilateral ties that
have seen intensification over the past
four years. During a meeting between
Prime Minister Manmohan Singh and
visiting South Korean President Park
Geun-hye, India assured that work on
the multi-billion-dollar Posco steel
plant in Odisha would start soon.
Singh noted, the Agreement on the
Protection of Classified Military
Information would boost defence
engagement and take it beyond the
purchase of South Korean defence
equipment to an area where Seoul is
strong — maintaining the sanctity of its
land and maritime borders.
South Korea is one of the few
countries with a trade surplus with
China and India’s intention is not only
to provide a new avenue for its industry
suffering from sluggish growth in
exports that account for half of the
country’s GDP, but also get integrated in
the global supply chain. (TH, 17.01.14)

Slowdown in Emerging Markets
Ailing emerging markets are caught
between a rock and a hard place –
Washington and Beijing to be more
precise. For much of 2013, the investor
narrative was that currencies and
stock markets from Mumbai to Moscow
and Istanbul to Johannesburg were
ECONOMIQUITY No. 1, 2014

Russian Crackdown on Bitcoin
Russian authorities are preparing to
crack down on Bitcoin and have warned
that those who use “cryptocurrencies”
are breaking the law, as regulatory
scrutiny of the virtual payment
system intensifies around the world.
The promise of new measures to
curb the virtual currency was made
after Russia leapfrogged China to
become the second-fastest growing
territory for Bitcoin software
downloads, behind the US.
Law enforcement organs in Russia
and the country’s central bank are

working on joint steps to prevent illegal
acts in the sphere of money circulation
in Russia and prevent the violation of
property rights of citizens and legal
persons associated with the use of
‘cryptocurrencies’.
(FT, 09.02.14)
US-Canada Hits Indian Subsidy
The US and Canada have objected
to ‘subsidised’ export of two million
tonnes of Indian wheat. Their
objections are misplaced. Canada
wants to move the World Trade
Organization (WTO) on India’s criteria
for lowering the minimum export price
from US$300 to US$260 fob per tonne.
While this is “lower than the price
of the same quality wheat from Canada
(and other countries) in the range of
US$270-US$275 per tonne, how does
India determine the floor price for
wheat exports?” Canada has asked.
US Wheat Associates (USW), which
promotes US grain sales, says, “India,
which offers its farmers a minimum of
M13,500 (US$218) per tonne, has
consistently ignored promises made to
the WTO over subsidising exports.”
Given transport costs of some
US$80 a tonne for getting wheat from
India’s interior to port, sales prices of
US$279.52-US$283.60 a tonne at a
tender which closed on January 14
imply shipments are indeed being
financially supported.
(ET, 03.03.14)

Deal on Securities Overhaul

C

urbs on commodity speculation and ultra-fast share trading will be introduced
across the European Union (EU) under an agreement reached on a broad reform
of securities markets. The measures will be implemented by the end of 2016 and
aim to plug gaps highlighted
by the 2007 to 2009 financial
crisis, imposing tighter
controls on the financial
markets and catching up with
advances
in
trading
technology.
Representatives
of
member states and the
European
Parliament
negotiated the deal in
Strasbourg, France that
updates the EU’s markets in
financial instruments law.
The British Bankers’ Association said it remains concerned about the impact
the new rules will have on the economy by limiting market liquidity and hurting
the competitiveness of European companies.
(FE, 15.01.14)
www.img.youtube.com

Emerging Markets behind Recovery
The recovery in developed
economies is on track although slowing
activity in big emerging markets means
global growth will be only moderate at
best in the near term, the Organisation
for Economic Cooperation and
Development (OECD) said.
Against that backdrop, the OECD
urged the European Central Bank and
the Bank of Japan to keep up their
monetary stimulus, if not increase it,
while it said the US Federal Reserve was
right to begin winding down its bondbuying programme.
It noted that Brazil, India, South
Africa and Turkey, among others, have
been forced to raise interest rates to
keep capital outflows in check.
Meanwhile, weak balance sheets in
China raised the risk of a sharp
slowdown there.
(FE, 11.03.14)

running aground as Federal Reserve
largesse ebbed away.
While
long-standing
China
slowdown fears eased somewhat late
in 2013, business surveys in January
indicate another stall as authorities
push on toward a more consumptiondriven model and aim to tame the recent
credit boom by squeezing the lending
activities of its ‘shadow banks’.
There are good reasons at least why
full-blown sovereign and systemic
crises can be avoided, unlike the late
1990s of rigid exchange rates and
modest hard cash reserves. But the
chillier international winds will expose
any deeper structural and political
flaws in capital-hungry emerging
(FE, 06.02.14)
economies.
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G20 to Set Growth Target

China’s Growth Puzzle
The US Federal Reserve’s tapering of
its unprecedented liquidity injections
has been an obvious and important
trigger. Emerging economies that are
overly dependent on global capital
flows are finding it tougher to finance
economic growth.
But hand-wringing over China looms
equally large. Long-standing concerns
about the Chinese economy’s dreaded
‘hard landing’ have intensified.
China’s economy is now slowing;
but the significance of this is not well
understood. The downturn has nothing
to do with problems in other emerging
economies; in fact, it is a welcome
development. It is neither desirable nor
feasible for China to return to the
trajectory of 10 percent annual growth
that it achieved in the three decades
after 1980.
Compared with other emerging
economies, China is cut from a different
cloth. China emerged from the late-90s
Asian financial crisis as the region’s
most resilient economy, and analysts
suspect the same will be true this time.
(FE, 04.03.14)

Fear Grow over Global Trade
For the first time since the 2008
financial crisis, it is predicted that the
US, Europe and the rest of the rich world
would be driving global growth.
Consumers in the rich world would
have a growing appetite for goods made
in China and other developing
economies, lifting exports from those
countries and boosting badly needed
growth.
The WTO expects the volume of
global trade to rise 4.5 percent in 2014

4

T

he world’s top economies may agree to set an ambitious target
for faster global growth in Sydney, where major central banks
are also being urged to coordinate policies to avoid “surprises”
that could further roil emerging markets.
A G20 source said Germany had dropped its opposition to
setting an overall target, as long as there were no goals imposed
for individual states.
Olli Rehn, European Union’s Economic and Monetary Affairs
Commissioner, said the bloc would back the growth target for the
G20 group that accounts for 85 percent of global economic output
provided it came with a firm commitment to bold reforms.
He suggested reform progress could be monitored by the IMF
and the OECD and that EU’s policy coordination and surveillance
could serve as a model.
(BS, 22.02.14)

but there are already signs those
expectations may also be trimmed when
the next set of numbers are released in
early April.
The WTO has not yet finalised its
2013 numbers, but Roberto Azevêdo, the
Brazilian who took over as its head in
September 2013, stated that he expected
global trade growth to come in slightly
below the WTO’s official 2.5 percent
forecast.
(FT, 13.02.14)
Growth in Productivity Declines
Christine Lagarde, Managing
Director of the International Monetary
Fund (IMF), echoed the World Bank in
predicting gradually strengthening
growth at the same time as cautioning
against risks.
The bigger, although less
immediate, question asks why the
underlying health of the global economy
has faltered. For behind the forecasts
of small improvements in headline
growth lies a significant decline in
productivity growth in rich and poor
countries alike.
As Paul Krugman, Nobel Prize
Laureate, noted in the mid-1990s,
“Productivity is not everything, but in
the long run it is almost everything”.
Countries’ economic fortunes can boom
and bust, but it is only by improving
the efficiency by which labour and
capital are turned into goods and
services that living standards are
sustainably increased.
(FT, 16.01.14)
Too Much Optimism
America’s S&P 500 share index is at
a record high, after rising 30 percent in
2013 — the biggest annual gain in
almost two decades. Powered by

America, global growth of close to four
percent, on a purchasing-power-parity
basis, seems possible. That would be
nearly a full percentage point faster
than 2013, and the best showing for
several years.
Yet amid the new-year cheer, it is
worth remembering that almost every
year since the financial crisis upbeat
expectations has been disappointed.
The biggest danger this time round is
the optimism itself.
All around the rich world, things are
looking better. Britain’s recovery is
gathering pace. Japan’s economy seems
strong enough to cope with the
imminent rise in its consumption tax.
Even Europe’s prospects are less
dismal. But America is driving this
(IE, 09.01.14)
recovery.
Global Food Production to be Raised
Global food production needs to be
raised 40 percent by 2030 to keep pace
with the soaring demand, President
Pranab Mukherjee said, calling for
unusual measures to ramp up food
supplies.
Mukherjee advocated a more
meaningful partnership between Asian
and African nations in the agriculture
sector, adding that vast tracks of land
in Africa remains uncultivated while
the land resources in Asia is shrinking
gradually and their judicious use is of
utmost importance.
According to the US Department of
Agriculture, global grain production is
estimated at 2,443 million tonne for
2013-14.
A shift towards horticulture and
food processing will boost growth in
the agri-business sector.
(FE, 04.02.14)
ECONOMIQUITY No. 1, 2014
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World Food Prices Fall
World food prices fell in January to
a 19-month low, as costs for everything
from sugar to grains slid amid ample
global supplies, the United Nations’
Food & Agriculture Organisation (FAO)
said.
Corn was the worst performer in the
S&P GSCI gauge of 24 commodities in
2013, sliding 40 percent on an outlook
for a record global crop. In a separate
report, the FAO said on that world grain
production will be larger than
previously expected at a record 2.502
billion metric tonnes.
Bumper crops in 2013 helped to boost
inventories, which, along with large
export supplies, have pushed down
international prices of cereals to well
below their high levels in 2012 and early
months of 2013.
(Mint, 04.02.14)

Delay in IMF Reform
Describing the IMF’s inability to
move ahead with quota reforms as the
“first visible failure of the G20,” India
asked member nations to expeditiously
ratify the changes to give emerging
nations a greater voice.
“This has reduced the credibility of
G20…,” Economic Affairs Secretary
Arvind Mayaram said. It was agreed in
December 2010 that the IMF would
implement the 14th General Review on
reforms by January 2014.
Once implemented, India’s share
would increase to 2.75 percent from
2.44 percent currently.
ECONOMIQUITY No. 1, 2014

Thai Rice Mountain: A Boon
“The store of rice in your attic is your
enemy,” goes the Thai proverb. “It makes
them who have none very jealous.” The
first half rings true for Thailand’s
beleaguered government: its populist
rice purchasing scheme which has led
to mountains of grain it has struggled
to sell has indeed proved to be its
enemy.
But rather than a source of envy, the
country’s stockpile of fragrant rice and
the policy behind it have been a boon
for its rivals such as India and Vietnam,
which have grabbed market share from
the country that has long prided itself
as the leading international exporter.
The government’s pledge to buy rice
from farmers at 40-50 percent above
market price pushed up the price of Thai
rice and made it uncompetitive in the
global market. It has led to ballooning
losses for the state, costing it at least
US$4bn a year and triggering criticism
from the IMF as well as voters.
(FT, 26.02.14)

Asians to Reduce Gas Prices
Prime Minister Manmohan Singh
said that Asian countries should
collectively bargain to reduce gas
prices. Asia has been the driver of the
global LNG demand in recent times.
It is, therefore, important that major
buyers of LNG in Asia come together to
demand a fair pricing mechanism for
gas being imported from outside of
Asia.
The terminal would be a pride
possession and help the state in
industrial development. It would also
make the state investor friendly and
contribute promote clean energy and
reduce carbon emissions.
It will help protecting Kerala’s
environment, green cover and natural
beauty. The commissioning of the
terminal would also lead to the
development of new industrial
corridors in the southern states.

Drop in India’s
Cereal Exports

I

ndia’s exports of wheat, rice and
corn are expected to drop sharply
by 29 percent to 13.5 million tonnes
in the 2014-15 marketing year due
to sluggish global prices, according
to a US Department of Agriculture
(USDA) report.
Out of 13.5 million tonnes
of cereals, India is expected to ship
8 million tonnes of rice, 3 million
tonnes of wheat and 2.5 million
tonnes of corn in 2014-15, it said.

www.sundaytimes.lk

Structural Reforms Needed
With the global economy on the path
to recovery, emerging nations would
need to put in place various structural
reforms to unleash their growth
potential, IMF Chief Christine Lagarde
said.
IMF Managing Director said the key
news today was that advanced
economies were growing at rates
slightly better than expected while
growth of emerging economies had been
slower than what was previously
thought.
Debating what should be on top of
the agenda for global economy in the
year ahead, other panelists said that
nearly seven years after the crisis
surfaced in 2007, the mood was
generally positive.
(BL, 25.01.14)

“There has to be a greater clarity
and cooperation between the US Fed
and emerging markets to ensure that
tapering is done in a systematic manner
so as not to destabilise whatever little
stability has been achieved in the
global economy,” he said. (IE, 21.02.14)

According to USDA, wheat exports
are forecast to halve to 3 million
tonnes in 2014-15, most of which
will be private exports and some
spill over of government wheat from
the existing current 2 million tonnes
quota announced in August 2013.
On rice exports, the USDA said it
has forecast it to be lower at 8
million tonnes for 2014-15
marketing year, as against 10
million tonnes in 2014, on expected
weak international prices and
expected lower import demand from
(BL, 19.02.14)
Iran.

(FE, 04.01.14)
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Environment & Economics
US: No. 1 Energy Producer
The US is overtaking Russia as the
world’s largest producer of oil and
natural gas, a startling shift that is
reshaping markets. The US ascendance
comes as Russia has struggled to
maintain its energy output and has yet
to embrace technologies such as
hydraulic fracturing.
Russian exports have been crimped
by rising competition and the economic
slump in Europe. The current boom in
US is attributed to shale rock
formations of oil and natural gas. The
Russian Academy of Sciences’ Energy
Research forecast that Russian oil
exports could fall 25 to 30 percent after
2015.
The US produced 22 million barrels
a day of oil, natural gas and related
fuels in July 2013 according to
International Energy Agency and EIA
whereas Moscow’s forecast for 2013 is
about 21.8 million barrels a day.
(Mint, 04.10.14)

India’s Energy Demand to Surpass China
India is likely to surpass China as
the largest source of energy demand
growth in the world by 2035, according
to the latest BP Energy Outlook 2035.
India’s energy demand is expected
to grow by 132 percent, while China and
Brazil’s energy demand will grow by 71
percent and Russia’s by 20 percent.
This prediction is contrast to Indian
Oil Minister M Veerappa Moily’s stated
objective of trying to achieve energy
independence by 2030 through policy
initiatives to facilitate investment in
this sector.

India’s energy import bill may reach
US$300bn by 2030. This has serious
implications for policymakers who
need to come up with ways to ensure
that domestic energy production is
boosted as much as possible.
(Mint, 17.01.14)

Climate Policy Robs the World's Poor
Having failed to stem carbon
emissions in rich countries, the
policymakers have focused their
attention on poor countries that do not
emit much carbon to begin with.
Even institutions, such as World
Bank and European Investment Bank
have limited their support to fossil fuel
projects which have painful
consequences.
A recent report from the non-profit
Centre for Global Development
estimates that US$10bn invested in
renewable energy projects in subSaharan Africa could provide
electricity for 30 million people. If the
same amount of money went into gasfired generation, it would supply about
90 million people.
Inexpensive, low-carbon energy
technologies need to be developed that
are as appropriate for the US and
Bulgaria as they are for Nigeria and
Pakistan.
(FT, 27.02.14)
Havoc in Agriculture
A warmer Arctic could permanently
affect the pattern of the high-altitude
polar jet stream, US scientists say. The
jet stream is formed when the cold
Arctic air clashes with warmer air from
further south. But over the past two

decades the jet stream has weakened
and has brought chilly Arctic weather
further south than normal and warmer
temperatures up north and then stays
for longer period.
This warming trend and the shifting
jet stream will have a dire impact on
agriculture, especially in the farm-rich
middle-latitudes in the US. Such
extreme events are happening
throughout the globe.
Farmers can adapt to gradual
temperature increases, but extreme
weather events have the potential to
completely undermine production.
(BL & FT, 17.01.14)

Concern Over Trans-boundary Pollution
A new study has found that pollution
from China travels in large quantities
across the Pacific Ocean to the US
making environmental and health
problems.
Trans-boundary pollution has been
an issue in international climate
negotiations, where China has argued
that develop nations should take
responsibility for a share of China’s
greenhouse gas (GHG) emissions,
because they originate from production
of goods demanded by the West.
Singapore is proposing a law that
would allow it to fine foreign companies
for causing cross- border toxic haze,
after Indonesian forest fires blanketed
the city state in a hazardous pall of
smoke. The Indonesian authorities have
prosecuted a few companies for illegal
slash and burn.
(BL, 21.01.14 & FT, 20.02.14)

IPCC Called for Emission Cuts

T

he world would have to reduce GHG emissions
by 40-70 percent below 2010 levels by 2050 in order to
have a fair chance to keep the
rise in the global temperature
below 2 degree Celsius. This
warning is one of the key
summations in the Fifth
Assessment report of Working
Group III of the Intergovernmental Panel on Climate
Change (IPCC).
The summary, the final
version of which is to be
released at April in Berlin, is
going to be an integral input
Cagle Cartoons
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into the climate negotiations for the 2015 global deal.
‘Delaying mitigation through 2030 will increase the
challenges and reduces the
options’ warns the report.
Brazil has proposed that
the IPCC should study the
historical responsibility of
countries
for
the
accumulation of GHG
emissions. The proposal
which was backed by India,
China and South Africa will
be discussed at the Warsaw
talks.
(TH, 16.01.14 & 18.01.14)
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(BL, 22.01.14 & FT, 20.01.14)

‘Solar to Hydrogen’ Conversion
Researchers have built a system that
converts the sun’s energy into hydrogen
fuel and stores it for later use. The new
system, known as dye-sensitised
photoelectron-synthesis cell, generates
hydrogen fuel by using the sun’s energy
to split water into its component parts.
After the split, hydrogen is
sequestered and stored, while the bye
product, oxygen is released into the air.
Tom Meyer, Professor of Chemistry at
the University of North Carolina,
Chapel Hill, New York along with a
group of scientists worked behind this
invention.
Meyer said that it offers a solution
to store energy for night- time use by
taking a cue from natural
photosynthesis. Solar panels can
harness that energy to generate
electricity during day.
(BL, 15.01.14)
China-India to Curb Pollution
Speaking at the Delhi Sustainable
Development Summit organised by The
Energy and Resources Institute, Kofi
Annan said that governments need to
push for greater responsibilities among
corporate
and
civil
society
organisations to meet emission targets.
ECONOMIQUITY No. 1, 2014

China to Tighten Environmental Rules

C

hina will steer local governments away from the pursuit of economic growth
at all costs and beef up their powers to punish polluters as part of a campaign
to reverse the damage done by three decades of unchecked expansion.
The new policy document of the ruling communist party said China would
‘correct the bias towards assessing (officials) on the speed of economic growth
and increase the weight
placed
on
other
indicators such as
resource
use,
environmental damage,
ecological
benefits,
industrial overcapacity,
scientific innovation,
work safety and newlyadded debt.’
The document also
pledged to improve the
way environmental rules
are
enforced
by
establishing a more
‘unified’ Central Government authority and by eliminating administrative overlaps.
China will tighten environmental legislation and force polluters to pay
compensation following renewed blasts of toxic air.
(FT, 10.03.14)
www.resources3.news.com.au

EU’s Environmental Policy Review
The EC environmental policy review
announces that ‘by 2030, GHG
emissions across the EU must fall 40
percent below 1990 levels, while at least
27 percent of energy should come from
renewable sources.’
However, there is no legal
requirement for member states for
renewable energy, which disappoints
the environmentalists. The European
industry got upset with the Commission
as nothing has been proposed to
safeguard their competitiveness in
global market.
The Commission rejected setting up
a carbon central bank with a regulatory
board to assess the market before
intervening. Instead, it will set out a
legislative proposal for an automated
stability reserve of permits.
Poland argued that deeper cuts
could hurt their competitiveness while
Britain was concerned about the
‘renewable’ target as the country is
pursuing more nuclear energy.

A committee headed by Pulok
Chatterjee, Principal Secretary to Prime
Minister Manmohan Singh was setup
to streamline all the eight missions
under the National Action Plan on
Climate Change.
The panel’s terms of reference
include reviewing the missions and
trying to work out a synergy between
them. Ministries dealing with the
environment, water resources, urban
development, agriculture, power and
new and renewable energy are the nodal
agencies for the missions.
(IE, 07.02.14 & Mint, 01.01.14)

UN Warns Over Climate Change Cost
World GDP could shrink up to two
percent if global temperatures rise by
a widely predicted 2.5C, says the draft
summary of UN’s Intergovernmental
Panel on Climate Change.
The impacts of climate change are
widespread and likely to cost US$70bn
to 100bn a year for developing
countries alone.
Wheat, rice and maize crop yields
are likely to decline in warmer regions in
coming decades, though they may
improve in cooler places in the short term.
Many effects of climate change as
the panel says are already evident from

acidifying oceans, melting glaciers and
migration of fish to warmer regions. The
panel’s latest report is the second of
three lengthy studies in its first big
assessment of the climate in seven
years.
(FT, 30.03.14)
Big Countries Slash Emissions
The EU is expected to set tough new
targets for car emissions after striking
a compromise deal with car makers. The
new agreement will still require
carmakers to reduce emissions by 30
percent, but the deadline for full
compliance has been extended by one
year to 2021.
Under current rules, a failure to hit
the target will see carmakers incur a
fine of €95 per excess gramme of carbon
dioxide, multiplied by their number of
car sales that year.
The new deal also allows carmakers
to reduce their annual carbon dioxide
emissions using super credits by as
much as 7.5gm, spread across the three
years from 2020 to 2022.
Amid extreme weather events
around the world, the US Secretary of
State, John Kerry, made a plea for action
on global warming, saying it was as big
a threat as terrorism.
(FT, 25.02.14 & 17.02.14)
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Bogus Prophecies of Doom Will Not Fix the Climate
Richard Tol*

Climate change demands action
but not just on emissions

H

umans are a tough and adaptable
species. People live on the equator
and in the Arctic, in the desert and in
the rainforest. We survived the ice ages
with primitive technologies. The idea
that climate change poses an
existential threat to humankind is
laughable.
Consequences of climate change
Climate change will have
consequences, of course. Since different
plants and animals thrive in
different climates, it will affect
natural
ecosystems
and
agriculture. Warmer and wetter
weather will advance the spread
of tropical diseases. Seas will rise,
putting pressure on all that lives
on the coast. These impacts sound
alarming but they need to be put
in perspective before we draw
conclusions about policy.
Since the start of the crisis in
the eurozone, the income of the
average Greek has fallen more than
20 percent. Climate change is not,
then, the biggest problem facing
humankind. It is not even its
biggest environmental problem.
The World Health Organisation
estimates that about 7m people are now
dying each year as a result of air
pollution. Even on the most pessimistic
estimates, climate change is not
expected to cause loss of life on that
scale for another 100 years.
Rising temperatures
Rising temperatures may even be
beneficial at first. Many more people
die in unusually cold winters than in
unusually hot summers. Carbon
dioxide helps plants grow, and higher
ambient concentrations make them less
thirsty. These benefits are rapidly
outweighed by the harm that occurs as
*
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warming becomes more pronounced,
and are probably gone with a 2C rise.
Climate change is complex and its
impacts more so. We have limited
knowledge of the consequences of the
modest change that has occurred in the
past. There is even more uncertainty
about the effects of the rapid change
expected in the future.
Poorer countries are much more
vulnerable to climate change. If Britain’s
climate becomes more like Spain’s, it

www.politicalhumor.about.com

can copy that country’s regime of
siestas, late dinners and houses that
keep the heat out. But hotter places will
need to invent new coping mechanisms
from scratch. They are also likely to have
fewer resources, and may not have
access to the needed technologies.
To protect London against the rising
sea, the Thames Barrier will need to be
replaced. This is expensive but it will
be done. Bangladesh is also vulnerable
to a rise in the sea level; it has a hard
time coping even with current floods.
However, it is about as poor as
another low-lying, densely populated
country was a century and a half ago
when it started its first big flood-safety

programme – the Netherlands.
Malaria is another example. It was
once endemic in Europe and North
America. But clouds of pesticide killed
the mosquitoes, and draining of inland
wetlands reduced their habitat. Today
malaria is confined to poor countries.
Climate change will make the disease
worse. Economic growth will make it
go away.
In the worst case, climate change
could cut crop yields in Africa in half.
Yet yields would increase tenfold
if subsistence farmers started
using crops and techniques
pioneered on experimental farms.
Climate change may be a big issue
in Africa. But it is not nearly as
important as lack of tenure, poor
roads, roving warlords and so on.
Cutting emissions
Cutting emissions is not the
only way to reduce the impacts of
climate change. Adaptation and
development are alternatives. But
these trade-offs are rarely
discussed. More than 15 percent
of all development aid is now
spent on attempts to prevent
climate change. Is that the best way to
help the intended beneficiaries? Or
does it reflect the donors’ priorities?
None of this is to say that climate
change is not a problem that needs to
be solved. We cannot let the planet grow
warmer and warmer. It will take decades
at least before carbon-neutral
technologies saturate the market. We
had better start now.
But emissions reduction is not the
only way to keep the impacts of climate
change in check. Yesterday’s IPCC
report missed an opportunity to
advise policy makers on how to improve
lives.

Professor, University of Sussex and Vrije Universiteit in Amsterdam; Excerpts from an article appeared in The Financial Times,
March 31, 2014
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Trade: Pacts of Strife
James Politi* and Shawn Donnan**

Obama's ambitious trade
If Barack Obama’s ambitious trade
agenda falls apart, the US president
could blame the likes of Richard Ochs,
a 74-year-old retired welder from a
Baltimore shipyard, and his threequarter sized guitar. Ochs visited an
office park in Gaithersburg, Maryland,
to provide the music for one of 33 rallies
across the country to quash Obama’s
push for trade deals with 11 Pacific
nations and the EU.
Obama has grown accustomed to
Congressional Republicans thwarting
his policy objectives. But the opposition
to his trade agenda is coming from
within his own party and its traditional
supporters, such as labour unions and
environmental activists.
Their target in Gaithersburg was
John Delaney, a Democratic
congressman from the area who is
wavering on whether to support Obama
on trade – unlike many of his party
Ochs and Delaney are on the front
lines of the most fractious US political
battle over trade since Bill Clinton
fended off a backlash from within the
Democratic party to secure approval for
the North American Free Trade
Agreement with Canada and Mexico 20
years ago.
Stakes for the world economy
The stakes for the world economy
may be even greater this time. The two
sweeping deals being negotiated by
Obama would reduce tariffs and set new

regulatory standards across a vast
majority of the developed world, from
the EU to Japan and Australia, as well
as a collection of developing nations
along the Pacific Rim, from Peru to
Vietnam.
There are also strategic arguments
to be made in favour of both pacts: to
reinforce Obama’s “pivot to Asia” and
to rekindle what often seems to be a
tired transatlantic relationship.
With the trade sceptics gaining
momentum, and midterm congressional
elections looming in November, it is far
from certain that Mr Obama can win
the political support he needs for the
deals – at least in 2014.
Trade negotiators around the world
are scrambling to weigh the
implications of the imperilled domestic
support for Obama’s plans. The TPP
agreement is close to being finalised
after several years of talks but is the
most controversial in the US because it
includes a number of lower-wage
countries such as Vietnam.
The TTIP is about halfway to
completion,
with
a
crucial
“stocktaking” session set for this
month, so it is less vulnerable to US
political uncertainty for the time
being.
On both counts, the Obama
administration insists the talks are on
track and is adamant that it will secure
the backing it needs from Congress. But
many believe there will be
repercussions.

Financial Times

Two proposed deals to
liberalise global trade
depend on the outcome of
a bitter battle in the US

Trade liberalisation
The Obama administration says it
can forge a political consensus in
favour of trade liberalisation by
striking deals that are less divisive than
earlier ones, such as NAFTA. These
“21st-century” deals will have stricter
environmental and labour standards,
while setting rules that protect
intellectual property rights and the role
of state-owned enterprises.
Obama administration officials
have stepped up efforts to stoke
political momentum for trade on
Capitol Hill. According to people
familiar with the meetings, the president
made strong pitches in favour of his
trade agenda at private gatherings of
congressional Democrats last week.
But many believe he will have to do
a lot more private arm-twisting and
even deliver some high-profile speeches
on trade to the American public if he
really wants to change the political
dynamic in his favour.
For now, however, that scenario
seems a long way away, and the phones
in the congressional offices of
moderate Democrats such as Delaney
are ringing with antitrade messages.
It seems natural for a lawmaker in
that position to hold fire on the subject
– even if it keeps the global trade
agenda in limbo. “I come to this with a
certain perspective, of someone who
believes in trade. But that doesn’t mean
I’m a rubber stamp for any agreement,”
Delaney says.

* FT's US Economic and Trade Correspondent ** World Trade Editor, FT
Excerpts from an article appeared in The Financial Times, February 10, 2014
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Trade Winds
China Dominates World Trade
China reached another milestone by
surpassing the US as the largest trader
of goods in 2013. Total value of China’s
import and export in 2013 was
US$4.16tn compared to the US$3.57tn
(for 11 months).
China’s ascension to dominate
world trade has occurred over a
remarkably short time period and this
rise can be largely credited to its
dominance in the assembly and reexport of components manufactured
elsewhere.
Over the years there has also been
a shift in the kinds of exports moving
from textile, apparels etc. to high tech
machinery and electronics. The US still
leads in the services export sector
where China trails the US by a large
margin.
(FT, 11.01.14)
Japan Posts Trade Deficit
After the March 2011 earthquake
and tsunami, Japan’s nuclear reactors
have been offline for safety and
regulatory checks. The shutdown of
nuclear power plant in Japan increased
the nation’s energy import bill.
In 2013, Japan’s trade deficit surged
to 11.47 trillion yen (US$112bn) from
6.94 trillion yen in 2012. The exports
rose 9.5 percent to 69.8 trillion yen
(US$680.9bn), while imports jumped 15
percent to 81.3 trillion yen
(US$793.2bn).
The deficit has increased due to rise
in costs for imports with the weakening
of the Japanese yen and increased
purchases of foreign oil and gas.

Japanese consumers are paying
higher prices for fuel and food as the
rise in exports has not been sufficient
to offset import costs.
(FE, 27.01.14)
TTIP Faces Another Hurdle
The US farm lobby is considering
stonewalling the trade deal with the EU
if the latter party does not ease
restrictions to market access for its GM
produce. The TTIPs goal is not only to
reduce tariffs but also reconcile two
different regulatory principles.
The gap is especially wide on food
safety, with the EU practicing the
‘precautionary principle’ – which has
a much lower threshold for setting
restrictions compared to the US, with
its more lenient ‘risk assessment’
model.
But the US lobby group finds the EUs
stance unacceptable for any deal to
pass through in the US and are hoping
that some sort of mutual recognition
or equivalence would be possible.
For any deal to go through the US is
expecting the EU to open up to
negotiations to work out balanced
outcome.
(FT, 25.02.14)
India: Top Rice Exporter
India will retain its position as the
world’s top rice exporter with rising
demand for basmati rice from US,
Europe and West Asia and demand for
non-basmati rice from Africa and other
Asian countries.
Rice exports are expected to touch
the 10.5 mt mark for 2013-14 and the

Commerce Ministry is bullish about
prospects in the ensuing years. The last
seven years have been watershed years
as far as India’s basmati rice exports
are concerned.
Since 2006-07 the exports (M2,792
crore) have increased manifold
(M21,000 crore) during the current
fiscal. Apart from the traditional
basmati crop India is also expected to
benefit from the high yield variety
grains like the PUSA 1509 variety which
yielded substantially better crop when
it was sown in Punjab in the last Kharif
season.
(FE, 20.01.14)
US Renegades TPP Negotiations
US has been accused by leading
green groups for not abiding the
commitment to include ambitious and
binding environmental requirements in
Trans-Pacific Partnership (TPP), which
US is negotiating with 11 other
countries including Australia and
Japan.
This took place after the leaking of
a draft text. According to US green
groups the Sierra Club, WWF, and the
Natural Resources Defence Council if
the leaked draft was adopted then it
would have certainly proved to be
weaker on the environment than other
trade agreements signed by the US in
recent years.
The leaked documents also
highlighted the fact that US was facing
opposition from other nations in its
push for strong environmental
measures.
(FT, 16.01.14)

TTIP Talks: Are they Moving Forward?
s the trade representatives of the US and EU meet for a stock
taking meeting on the progress made towards finalising of the
Transatlantic Trade and Investment Partnership (TTIP), they should
realise the urgency for this partnership which could have far reaching
impact on the entire global economy.
Their task is not going to be easy given the rising opposition to the
treaty in US especially (Democratic Party). Also the upcoming
elections will replace the existing European Commission with one
that is far more populist.
The key is to conduct these discussions in a transparent manner
which will avoid any assuages to undermining interests of the
exporters, workers, investors, farmers, entrepreneurs, consumers,
environmentalists etc.
(FT, 17.02.14)
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Trade Winds
Pharma Patent Issue Fuels Tension
American trade organisations are
sceptical about India’s approach to
patent laws which India maintains are
in the interest of giving more access to
critical medicine for the poor and needy.
The US sees this as an impediment
to their business interests despite every
statistic showing otherwise, trade data
shows that US pharma exports to India
are growing faster than export to the
world.
The US main fear is that other
emerging economies will also adopt
similar reforms to their patent laws thus
creating the standards for a new global
norm on intellectual property. This is
forming the basis for a trade tensions
between the two nations with US threats
of sanctions looming over India.
(BL, 10.03.14)

US Claims IP Risk
India launched a new offensive
against the US accusing it of
protectionism and also affirming that
India’s trade and intellectual property
rights (IPRs) were in compliance with
the respective multilateral regimes.
This follows the growing differences
between the two nations which led to
the blocking of Ranbaxy (fully) and
Wockhardt (partially) from the US
pharmaceutical market, the largest for
generic drugs.
The US is looking to take a tougher
stand against India by clubbing it with
the worst offenders of intellectual
property rights which could lead to
trade sanctions on US$4.5bn of exports
to the US. Relations between the two
nations further soured with the Devyani
Khobragade arrest on alleged visa fraud.
The US is offering conciliatory
measures through dialogues and
discussion to overcome these
differences, however the Indian
government has taken a tough stance
and stated that it will discuss the IPR
related concerns only at multilateral
level and not through bilateral
dialogue.
(FE, 06.03.14 & ET, 05.03.14)
India to Drag US to WTO
The National Association of
Manufacturers is putting pressure on
US Trade Representative to put India
under ‘Priority Foreign Country’ list for
IPRs.
ECONOMIQUITY No. 1, 2014

US-China Solar Dispute

T

he escalation of a trade war between the US and China over the trade of solar
power components threatens to destabilise the industry in the US. The US is
accusing Chinese and Taiwanese manufacturers of exploiting loopholes in import
duties to sell at illegally low prices in the US market.
They are also suggesting that Chinese firms are
benefiting from government duties that allow
them an unfair
advantage over US
manufacturers.
Even as the US
contemplates
levying additional
duties it has been
warned by the Solar
Energy Industries
Association (SEIA)
China Daily
of consequences
that would cut off
supply of cheap components which are instrumental in the growth of the industry.
The SEIA has instead suggested the Washington to reach a compromise that
would allow imports while still maintaining US firms’ competitiveness.
(FT, 27.01.14)

This designation is the worst
classification given to those which deny
adequate and effective protection of
IPRs or fair and equitable market
access to the US persons relying on IPR
protection.
Inclusion into this list leads to trade
sanctions. According to Indian officials
any move to put India on a Priority
Foreign Country list would hurt
bilateral relations among the two
nations.
If the US does that, then India
probably will drag them to the WTO’s
dispute settlement mechanism, a
development that could further escalate
trade tensions between the two.
(TH, 26.02.14)

US, India Spar over IP
The US has expressed displeasure
over India’s issuance of compulsory
licence (CL) to Hyderabad-based Natco
Pharma to manufacture and sell
cancer-treatment drug Nexavar at a
price over 30 times lower than charged
by patent-holder Bayer Corporation.
Citing this as violation of IPR it is
considering to put India under ‘Priority
Foreign Country’ list for IPRs that can
lead to trade sanctions. Commerce and
Industry Minister Anand Sharma
defended by stating that the CL was

issued under flexibility available under
the WTO rules and that too not ‘through
an executive order’ but rather following
the ‘due process.’
As per the WTO norms, a CL can be
invoked by a government allowing a
company to produce a patented product
without the consent of the patent owner
in public interest.
(ToI, 11.02.14)
US Turn up Heat on India
The US is citing discrimination
against foreign companies by India in
its procurement process for its
National Solar Mission. It has been
alleged that the domestic procurement
clause is in violation even as India has
said that it falls under the purview of
government purchase which is
sanctioned by the WTO.
The US counter-argument to India’s
defence is that since the local sourcing
condition has been applied on
purchase of power equipment and not
power, it cannot qualify as government
procurement.
On the other hand, India is raising
its concerns over US pressure to source
outdated inefficient thin solar panels
which are not only environmentally
damaging but are already even banned
in other countries like Japan.
(BL, 18.03.14 & ET, 21.02.14)
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Trade Winds
Infra Constraints Hit Border Trade
With an aim to increase trade
between India and Bangladesh, the
Union Government announced that
Petrapole and Benapole land customs
stations will remain operational seven
days a week, starting January 01, 2014.
However, lack of infrastructure at
Petrapole-Benapole land custom
stations is stalling the India and
Bangladesh’s efforts to keep bilateral
trade going for seven days a week.
Petrapole
(India)-Benapole
(Bangladesh) border route accounts for
nearly half of the US$5.5bn bilateral
trade. Due to infrastructure constraints
and political issues seven day
operations at Petrapole-Benapole land
custom stations are facing hurdles
resulting in 8-10 km long truck queues
on either side.
(BL, 10.01.14)
A Road to Friendship!
A Memorandum of Understanding
(MoU) is being prepared by the Road
Ministry under which India will assist
Afghanistan in developing roads and
highways, development of PPP for
expanding
road
transport
infrastructure to provide road
connectivity to remote areas,
formulating a road transport policy,
sharing its knowledge in transportation
technologies etc.
The move signifies India’s vision of
developing long-term commitment to
Afghanistan, even as international
troops are set to exit Afghanistan. This
MoU has been drafted after a bilateral
meeting (held in March 2013) between
India and Afghanistan.
In this meeting, Afghanistan
officials expressed their desire to enter

into a bilateral MoU on cooperation in
road transportation and highway
sector with India.
(Mint, 15.01.14)
MPEDA’s Co-branding Initiatives
As market promotion has gained
special significance in view of growing
competition and regulation from
seafood-exporting countries, Marine
Products Export Development Authority
(MPEDA) will tie up with established
brands, in order to promote the brand
equity of Indian marine products in
regulated markets.
Recently, MPEDA signed a cobranding agreement with Japan’s Aeon
supermarket chain and is looking for
similar tie-ups with European countries
also.
Japan, US and European Union are
the key destinations for Indian seafood
exports, while China and South East
Asia are also emerging as favourite
destinations.
MPEDA estimates that the seafood
industry is poised to increase capacity
by 50 percent with an investment nearly
M3,000 crore in the next four to five
years.
(BS, 03.03.14)
India-Russia to Set up FTA Group
India and Russia will set up a Joint
Study Group to explore the possibility
of negotiating a free trade agreement
(FTA) in order to increase bilateral trade
and investment flow. This could reduce
India’s economic dependence on the US
and the EU.
The proposed free trade pact,
formally called a Comprehensive
Economic Cooperation Agreement, is to
be signed between India and the

Customs Union of Russia, Kazakhstan
and Belarus. India and Russia have
also reviewed the progress of identified
‘priority projects’.
It includes the establishment of
joint stock Indo- Russian enterprises
for manufacturing light helicopters,
plant construction for manufacturing
butyl rubber with capacity of 1 lakh
tonne per year at the production site in
Jamnagar.
(BL, 26.02.14)
Third BIMSTEC Summit
Prime Minister Manmohan Singh is
looking to give impetus to the Bay of
Bengal Initiative for Multi-Sectoral
Technical and Economic Cooperation
(BIMSTEC) initiative which could be of
benefit to the government’s Look East
policy to enhance trade, energy,
connectivity, transport, tourism and
other linkages.
He made a strong push at the third
BIMSTEC summit to conclude an
agreement amongst the member
countries on issues such as dispute
settlement and cooperation under the
free trade area framework.
Also it was agreed to enhance
cooperation in expanding the skill and
technology base of member countries
through
collaborations
and
partnerships targeted towards micro
and small and medium scale
enterprises.
External Affairs Minister Salman
Khurshid brought the focus on building
of infrastructure and improving
connectivity both physical and
institutional which would be beneficial
for mutual exchanges.
(BL, 04.03.14 & FE, 03.03.14)

Old Issues, New Initiatives
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ndia and Pakistan have decided to trade on nondiscriminatory market access basis and not on mostfavoured-nation (MFN) status. The Wagah-Attari border will
now remain open 24x7 to allow shipments from both sides.
The two sides have reaffirmed their commitment to
normalise trade relations and also accelerate the process of
facilitation and implementation of the agreed measures.
On the nomenclature issue they said that it is a bilateral
agreement which is practiced commonly and that they are
looking to go beyond the literal meaning of MFN. This way they
can broaden the scope of increasing trade and investment
between the two countries.
(BS, 18.01.14)

ECONOMIQUITY No. 1, 2014

Development Dimensions

Water-Food-War Nexus

T

US Needs Immigration Reforms
Many business tycoons from
Fortune 500 companies are seeking
reforms in the US immigration policies
for preserving and attracting more
talented foreign professionals. Joe
Echevarria (CEO, Deloitte) states that
the country must quickly increase
access to highly skilled professionals
by raising H-B1 cap.
The reason being H-B1 visa holders
are most demanded by IT companies
and the present cap of receiving this
visa application are limited to 65000.
Other business firms are demanding
giving 11m undocumented immigrants
legal rights to live and work in the
country. Technology and manufacturing
companies want more visas granted for
highly skilled foreign programmers and
(FE, 24.01.14 & BS, 06.03.14)
engineers.
Growing Unemployment & Poverty
Economic slowdown has raised the
figure of worldwide unemployed from
5 million to 202 million in 2013 mostly
from the developing nations of East and
South Asia.
International Labour Organization
forecast India’s unemployment rate to
inch up to 3.8 percent in 2014 from 3.7
percent estimated for 2013 while
China’s rate is expected to rise to 4.7
percent from 4.6 percent.
On the brighter side, McKinsey
Global Institute in its recent study
‘From Poverty to Empowerment: India’s
Imperative for Jobs, Growth and
Effective Basic Services’ noted that
India can bring 580 million above the
‘empowerment line’ by 2022 if it
ECONOMIQUITY No. 1, 2014

resorting to coercive diplomacy
to prevent such construction.
FOA has predicted that the
world has to increase its food
production by 60 percent by 2050
to meet the demands of our
growing population. Already
many developing nations are
facing water and food scarcity
and until countries come up with
sustainable mechanisms to
address these issues it will be no
surprise to see social and political unrest and civil wars
waging among nations.
(FE, 10.03.14 & TH, 20.02.14)

implements inclusive reforms which
will generate higher investment and tax
returns that will eventually lower the
fiscal deficit to six percent of GDP from
2017 onwards.
(ET & FE, 22.01.14 & BL, 03.03.14)

Sustainable Funding for Health
World Health Organisation has
saved lives of billions of people
through its international health
programmes by stemming the tide of
deadly diseases like HIV, malaria, and
TB.
But the funding of its health
programmes are reliant on only two
funding agencies-Unitaid and the Bill
& Melinda Gates Foundation. “It is time
for government and other donors to step
up and provide more sustainable
funding in the fight against global
public health threats” says Ellen’t Hoen,
Former Policy and Advocacy Director
of Medicines Sans Frontiers.
Looking at the ever growing number
of cross-border health risks, US has a
made a push to increase international
cooperation on this issue and is
planning to commit US$100mn in its
2015 federal budget which will be used
to help high risk countries to build
biosecurity systems to prevent, detect
and effectively respond to pandemic
threats.
(BL, 17.01.14 & FT, 14.02.14)
Governance-Public Health Relationship
Research studies by international
organisations have observed a
relationship between governance and
public health. The Lancet journal
validates this observation and explains

www.blogs.venturacountystar.com

he growing demand for water and
food has put these over-exploited
resources in the centre of
development debate. Rapidly
increasing water degradation
coupled with pressures from
economic growth, food and energy
needs, lifestyle changes have raised
concerns on the risks of wars that
might happen because of water need
and greed.
Water wars in a political and
economic sense are already being waged in several regions,
including by building dams on international rivers and by

how the current global inequities
negatively affect the health of people
in the developing countries.
The positive effect of some reforms
have been beneficial in making Bayer’s
Sorafenib cancer drug available to the
poor at a very affordable rate in India
as the country granted Natco Pharma
Ltd to manufacture a generic version of
this drug.
On the other hand, profit-centric
companies dealing with tobacco
products are increasingly using the
bilateral trade agreements to their
advantage to force the developing
countries to implement more restrictive
and tougher conditions at the cost of
(TH, 12.02.14)
public health.
Trademark Resource Mobilisation
India has recently seen a spurt in
the number of trademarks getting
registered after it joined the
international trademark registration
treaty, the Madrid Protocol, in 2013.
But the growing number of registries
and prevalent registry system will pose
challenges to the Indian Trademark
Registry organisation unless the
country mobilises adequate resources
to make its operations more efficient.
The International Trademark
Association Chief Executive Officer
Etienne Sanz de Acedo pointed out that
India should put more resources
including people, trained trademark
examiners and more advanced systems
and processes, to make the
registrations faster and more efficient
to keep pace with the global registries.
(Mint, 20.02.14)
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Development Dimensions
Mergers to Harm Indian Firms
Mergers in the pharmaceuticals
supply chain in the US may impact the
interests of the Indian drug firms as a
spate of acquisitions and joint ventures
in the US-16 in 2012 and 10 in 2013has resulted in fewer suppliers of
prescription drugs.
“The challenges arising from the
consolidation of our customers are
significant and there is a lot of pressure
on pricing”, says Lupin CEO Vinita Gupta.
To look at the brighter side, HSBC
analysts tracking the pharmaceutical
market said the share of Indian
companies in the generic US
prescription market rose from
approximately 12 percent in 2008 to
about 26 percent in 2013.
While generic drug penetration has
jumped to more than 85 percent over
the last five years mainly due to
significant patent expiries, which hints
at the potential market Indian generic
drug companies can take advantage of.
(FE, 02.03.14)

Addressing IPRs
Developing countries like India have
necessitated easing the costs of IPRs
on clean technologies by demanding a
funding mechanism that such countries
can use to buy costly clean
technologies.
During the recent UN climate
negotiations in Warsaw Like Minded
Developing Countries stated, “To begin
with, we can use the financial
mechanisms under the Convention to
fund the IPR costs to ensure that
climate-friendly technology is
available to developing countries
easily. A dedicated window under the
Green Climate Fund for technology

transfer and IPR issues should be
established.”
The issue of IPR has been avoided
by the developed nations and the recent
talks in Warsaw made it clear that the
developing nations will stand to their
demand irrespective of developed
nations like EU contradicting their
demands by stating protection of IPRs
as essential to dissemination of
technologies and not as a barrier.
(TH, 16.11.13)

Controversy on GM Crops
GM crops usage has always been
under the clouds of controversy.
Recently, the discovery of Syngenta’s
Agrisure Viptera corn in the shipmen
compelled China, one of the world’s
largest corn importers, to reject a cargo
of corn from the US as it contained a
genetically modified variety that has not
been approved by Beijing.
China’s immediate neighbour India
has overtaken Canada to emerge as the
fourth largest country to grow biotech
or genetically modified (GM) despite
many controversies hovering around the
usage of such crops in India. In 2013 as
farmers in India planted Bt cotton in
about 11 million hectares.
The US continued to be the largest
country under GM crops, accounting for
40 percent of the total planted area
globally. Experts are wondering whether
India will follow the same trend like the
US of using other varieties of GM crops
for human consumptive purposes.
(BL, 17.02.14)

Boeing Supports India
India’s patent regime has been
defended by Boeing as US’ corporate
sector lobbies against India over

protection of IPRs. The statement from
Boeing, which has major investment and
research and development centres in
India.
It has received orders worth billions
of dollars in the aviation and defence
sector, assumes significance in view of
the fact that a section of influential
American corporate sector has been
lobbying at the Capitol Hill and the
Obama administration against India’s
intellectual property regime.
“In Boeing’s experience, India has a
legal framework that is adequate to
protect IP with no known cases of IP
violation involving Boeing’s activities
in the defence and aerospace sector,”
the American multinational said in its
remarks to US Trade Commission.
(BS, 15.02.14)

World Government under Scanner
An Independent Commission of toplevel international policy makers and
politicians will open a two-year
investigation into the way governments
use internet data following revelations
of mass online surveillance by the US
and its allies.
Carl Bildt, Sweden’s Foreign
Minister, is to chair a 25-member
panel, which was announced at the
World Economic Forum in Davos that
will scrutinise the way governments use
internet data and will propose rules to
protect citizens’ rights online.
The commission – backed by two
leading international think-tanks, the
UK’s Chatham House and Canada’s
Centre for International Governance
Innovation – will investigate a wide
range of topics but will have a particular
focus on the growing state control of
online activities.
(FT, 23.01.14)

Suing over Patents

L

The Hindu

earning from the case of the 7 year long patent
battle between the Indian Patent Office (IPO)
and Novartis AG over its cancer drug Glivec, IPO
recently issued new draft guidelines for
pharmaceutical patents aimed at minimizing the
risk of patent litigations.
But
the
draft
guidelines have not
pleased the pharma
giants because the said
norms do not have the
force of law?and are
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merely supplemental to the practices and procedures
followed by the patent office.
To add to this, Sanofi SA has sued Glenmark
Pharmaceuticals Ltd in a US court after the Indian
company filed an application with the US Food and
Drug Administration seeking
the regulator’s approval for
selling a generic version of the
French drugmaker’s heartrhythm treatment medicine
Multaq-a cardiac drug.
(Mint, 07.03.14)
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The War on Poverty:
An Abject Failure or a Progressive Movement?
Paul Krugman*

*

And if progress against poverty has
nonetheless been disappointingly slow
- which it has - blame rests not with the
poor but with a changing labour market,
one that no longer offers good wages to
ordinary workers. Wages used to rise
along with worker productivity, but that
linkage ended around 1980.
The bottom third of the US work
force has seen little or no rise in
inflation-adjusted wages since the early
1970s; the bottom third of male workers
has experienced a sharp wage decline.

Cadillac-driving welfare queen.” And
why not? After all, for decades their
position was a political winner,
because middle-class Americans saw
“welfare” as something that Those
People got but they didn’t.
But that was then. At this point, the
rise of the 1 percent at the expense of
everyone else is so obvious that it’s no
longer possible to shut down any
discussion of rising inequality with
cries of “class warfare.” Meanwhile,
hard times have forced many more
Americans to turn to safety-net
programmes.
And
as
conservatives have responded
by defining an ever-growing
fraction of the population as
morally unworthy “takers” they
have made themselves look
callous and mean-spirited.
You can see the new
political dynamics at work in
the fight over aid to the
unemployed. Republicans are
still opposed to extended
benefits, despite high long-term
unemployment. But they have,
revealingly, changed their
arguments. Suddenly, it’s not
about forcing those lazy bums to find
jobs; it’s about fiscal responsibility.
And nobody believes a word of it.
Meanwhile, progressives are on
offence. They have decided that
inequality is a winning political issue.
They see war-on-poverty programs like
food stamps, Medicaid and the earnedincome tax credit as success stories,
initiatives that have helped Americans
in need and should be expanded. And if
these programmes enroll a growing
number of Americans, rather than being
narrowly targeted on the poor, so what?
So guess what: On its 50th birthday,
the war on poverty no longer looks like
a failure. It looks, instead, like a
template for a rising, increasingly
confident progressive movement.
Economic Times

War on Poverty
50 years have passed since Lyndon
Johnson declared war on poverty. And
a funny thing happened on the way to
this anniversary. Suddenly, or so it
seems, progressives have stopped
apologising for their efforts on behalf
of the poor and have started trumpeting
them instead. And conservatives find
themselves on the defensive.
It wasn’t supposed to be this way. For
a long time, everyone knew that the war
of poverty had been an abject failure. And
they knew why: It was the fault
of the poor themselves. But
what everyone knew was not
true, and the public seems to
have caught on.
The narrative went like
this: Anti-poverty programmes
had not actually reduced
poverty, because poverty in
America was basically a
social problem. And because
this narrative was so widely
accepted, bashing the poor
was
good
politics,
enthusiastically embraced by
Republicans and some
Democrats, too.
Yet this view of poverty, which may
have had some truth to it in the 1970s,
bears no resemblance to anything that
has happened since.
For one thing, the war on poverty
has, in fact, achieved quite a lot. It’s true
that the standard measure of poverty
has not fallen much. But this measure
does not include the value of crucial
public programmes like food stamps
and the earned-income tax credit.
Once these programmes are taken
into account, the data show a significant
decline in poverty and a much larger
decline in extreme poverty. Other
evidence also points to a big
improvement in the lives of America’s
poor: Lower-income Americans are
much healthier and better-nourished
than they were in the 1960s.

This wage stagnation, not social decay,
is the reason that poverty has proved
so hard to eradicate.
Or to put it a different way, the
problem of poverty has become part of
the broader problem of rising income
inequality, of an economy in which all
the fruits of growth seem to go to a
small elite, leaving everyone else
behind.
So how should we respond to this
reality?
The conservative position,
essentially, is that we shouldn’t
respond. Conservatives are committed
to the view that government is always
the problem, never the solution; they
treat every beneficiary of a safety-net
programme as if he or she were “a

Professor of Economics and International Affairs at the Woodrow Wilson School of Public and International Affairs, Princeton
University; Excerpts from an article appeared in Economic Times, January 10, 2014
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Publications

National Food Security Act of India, 2013
A Compendium

T

his compendium attempts to cover several major aspects of this
Act as debated in public – before and after its enactment. It is to
help readers to enhance their understanding on different aspects
of the National Food Security Act of India. It has tried to cover
various dimensions of this debate – both for and against – without
tempering or tilting towards any one side of the opinions. It will be
a useful reference as the Act is implemented and will help in future
debates on implementation issues.
http://www.cuts-citee.org/foodsec/pdf/
National_Food_Security_Act_of_India_2013-A_Compendium

Rice Seeds: A Study of Availability and
Accessibility in Bangladesh and India

T

We want to hear
from you…

his study will contribute towards building a consensus
between the Indian and the Bangladeshi stakeholders on
three areas concerning the development and supply of High
Yielding Variety (HYV) rice seeds in these countries. First is the
need to improve the delivery system of HYV rice seeds within
the geographical boundaries. Secondly, there should be
formalisation of cross-border trade in HYV rice seeds with
increased participation of the private sector. Thirdly, there should
be knowledge-sharing on the applicability of HYV rice seeds.
http://www.cuts-citee.org/riste/pdf/Rice_SeedsA_Study_of_Availability_and_Accessibility_in_Bangladesh_and_India.pdf

W

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)

SOURCES:

BL: The Hindu Business Line; BS: Business Standard; ET: The Economic Times
FE: The Financial Express; FT: Financial Times; IE: Indian Express
ToI: Times of India; TH: The Hindu

ECONOMIQUITy newsletter: Published by CUTS Centre for International Trade, Economics & Environment (CUTS CITEE),
D-217, Bhaskar Marg, Bani Park, Jaipur 302 016, India, Ph: 91.141.228 2821, Fx: 91.141.228 2485, Email: citee@cuts.org,
Website: www.cuts-international.org, www.cuts-citee.org. Also at Delhi, Calcutta and Chittorgarh (India); Lusaka (Zambia);
Nairobi (Kenya); Accra (Ghana); Hanoi (Vietnam); and Geneva (Switzerland).

CUTS CITEE

