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The New Trade Order

O

ne of the two mega regional trade and investment agreements being
negotiated by the US will soon reach the winning post by the end of
2015. The US Congress might soon give ‘fast-track authority’ to the US
President to sign on the dotted line of the Trans Pacific Partnership
(TPP), a trade and investment agreement covering 12 countries. The other
big one is the Transatlantic Trade and Investment Partnership (TTIP)
between the US and the European Union, which will take a longer time.
That said, the TPP becoming a reality in the Asia-Pacific region would
have many implications for India, not only in tariff preferences but also
higher standards.
Due to the comprehensive and expansive nature of the TPP, it has the
potential to impact India through trade diversion and erosion as well as
Paresh cartoons
creating pressure to liberalise markets in goods and services, and raise
standards where it may not be prepared. Our research has shown that
trade diversion for non-member countries (of the TPP) is likely to occur and can be
detrimental, especially on loss of market access. This impact may be particularly
severe for products such as grains and other crops, processed food, textiles and
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clothing and heavy manufacturing.
Given that India’s share of these goods exports to TPP countries is more than 50
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per cent compared to exports to the rest of the world, its reliance on TPP-country
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markets is substantial. Furthermore, since almost 60 per cent of India’s GDP is tied
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to the services industry, a large portion being in IT and IT-enabled services, the
regulatory harmonisation expected to be enacted in the TPP could greatly harm
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India’s competitive edge in these sectors.
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Since many TPP countries already enjoy low tariff rates with their trade partners,
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significant impact is expected to come from the new and upgraded standards
promoted in the trade agreement. The TPP may re-orient rules of trade that advantage
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their members by paving the way to easing of compliance (e.g. SPS and TBT),
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streamlined customs administration, and improvements in infrastructure as well
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as high labour and environmental standards that would likely divert Indian exports
that cannot comply with such standards.
The Final Push to
One of the best options for India in response to the challenge of TPP is through
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its own mega trade agreement: the Regional Comprehensive Economic Partnership
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(RCEP). But, with a membership of 16 Asian nations, the RCEP also includes seven
countries, both developed and developing, that are members of the TPP agreement.
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India, like intellectual property that could threaten its pharmaceutical sector.
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there is enormous opportunity for India to prosper if it can pull up its socks. India
Commitments & Amendments ... 6
can go beyond general economic growth and move towards deeper integration in
value chains to produce high-value products, build new and alternative trade
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engagements, carry out reforms in infrastructure and customs, and enhance domestic
Forecasts for 2015 and 2016 ..... 10
standards while maintaining support for India’s industry, workers, and vital
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Free Marketeers
Throughout the 1980s and 1990s,
the ‘free marketeers’ gained the upper
hand and a wave of deregulation swept
through the global economy. Alan
Greenspan, chairman of the US Federal
Reserve from 1987 until 2006, was
instrumental in this shift. He pushed
for the repeal of the Glass-Steagall Act,
which separated commercial banking
from investment banking, and
legislation that regulated the trading
of commodities. In 2007, the sharp
collapse in asset prices and economic
growth prompted a sea change in the
attitude towards laissez-faire
economics.

Free markets are being reshaped dramatically

The Economist

or many, Adam Smith is just a
Scottish face on an English £20 note.
But his “invisible hand” theory of free
markets has defined capitalism for more
than two centuries. His 1776 insight,
that markets, left alone, allocate
resources better and more efficiently
than any other system, has endured the
test of time. Smith believed in a laissezfaire world, where greed is good
because it helps set prices at levels that
make scarce resources most productive.
From this has grown a school of
thought that unregulated markets are
inherently stable because they are
governed by ‘Newtonian’ self-correcting
mechanisms that restore stability when
buffeted by shocks. Free-market
proponent Friedrich von Hayek, the
economist and philosopher, argued
that the best way for an economy to
recover after a slump was for it to be
left alone.
Businesses would lay off workers
and
shut
down
factories.
Unemployment would rise and wages
would fall until companies found it
profitable to hire once more. With
factories shut, interest rates would fall
until entrepreneurs found it profitable
to take out loans again. Soon,
businesses would start to produce,
employment would rise and the
economy’s resources would become
gainfully employed.

Policy makers have reached back to
the work of economist John Maynard
Keynes on the Great Depression for a
better understanding of the market’s
extreme swings. A broad consensus is
emerging for stronger regulatory
oversight of markets and a bigger role
for governments to counter market
swings. The visible hand of policy
makers is deemed essential for
improving economic outcomes.
Financial Markets Facing Distortion
Undoubtedly, the biggest distortion
facing financial markets today comes
from the repression of interest rates by
the world’s central bankers. Under a
laissez-faire approach, advanced
economies with huge debt burdens that
reduce long-term growth potential
could be allowed to default as a selfcorrecting mechanism to restore
growth. However, by bringing about a
sharp collapse in employment and
societal pain (mostly for the less welloff), defaults are not a credible option
for democratic societies. Instead,
central banks have stepped in to
protect the economy.
Tax authorities are also likely to
take an increasingly intolerant and
punitive stance towards businesses
using loopholes such as tax inversions
and cheaper tax domiciles. Investors
will need to contend with the
distortions of a tax regime deliberately
seeking to even the playing field. Credit

has played an important role in
creating nominal demand, but the
financial crisis has taught us that a
credit-based financial system is
inherently unstable and prone to
excess, which has debilitating economic
and social consequences.
To counter this instability, countercyclical capital buffers have been
launched (under the Basel III regulatory
framework). While such regulations
aim to reduce the probability of failure,
perhaps they do not go far enough. The
geopolitical landscape is shifting
dramatically, away from US leadership
and governance and towards a
multipolar world marked by rising
global insecurity and geopolitical
conflict.
The World Trade Organisation,
which has governed global trade for
decades, is being undermined by
regional upstarts such as the TransPacific Partnership in Asia and
Transatlantic Trade and Investment
Partnership between the EU and the US.
Countries are seeking to establish
regional alliances to counter the fading
power of US-led global institutions.
Regionalisation and localisation
are seen as counterweights to rising
global insecurity. Policy initiatives are
increasingly aiming to secure supply
by localising it, and country dynamics
will once more become an important
idiosyncratic factor that needs to be
taken into account.

* Chief Economist, Sarasin & Partners, Excerpts from an article appeared in The Financial Times on May 04, 2015
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US’ Negative Response to AIIB
The Obama administration’s
negative response to China’s proposed
AIIB was a strategic mistake. Though
some Chinese moves might be
destabilising and require US resistance,
this initiative should have been
welcomed.
The AIIB offers an opportunity to
strengthen the very international
economic system that the US created
and sustained. The AIIB’s designated
leader, Jin Liqun, a former Vice
President of the Asian Development
Bank (ADB), sought advice in
Washington.
He engaged an American lawyer who
was the World Bank’s leading specialist
on governance. He also reached out to
another American who had served as
World Bank country director for China
and then worked with the US embassy.
(FT, 08.06.15)

(FT, 01.04.15)

India Joins AIIB as Founding Member
India and many influential western
nations are among the 57 founding
members of the US$50bn AIIB, while the
US and Japan stayed away from the
China-backed multilateral lender,
according to the final list of members
released.
Though the deadline for founding
membership application has expired,
the bank will continue to accept new
members, as the AIIB is an open and
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China Plans to Expand
China is finalising plans that would
allow individuals to invest directly in
overseas financial assets, further
loosening capital controls as it seeks
official reserve currency status for the
renminbi.
The renminbi, once so tightly
controlled that overseas visitors were
restricted to parallel bank notes, is
today freely convertible for trade
purposes but strictly curbed on crossborder investment. That too is changing
via a series of programmes to
encourage freer capital flows, even as
recent data indicate the country is
grappling with record capital outflows.
QDII2 will start as a pilot

programme in Shanghai, T ianjin,
Chongqing, Wuhan, Shenzhen and
Wenzhou. Individuals with net
financial assets of at least Rmb1m will
qualify for the programme, with total
outbound investment limited to 50 per
cent of the individual’s net assets.
(FT, 30.05.15)

WB Pledges to Work with New Player
The World Bank’s US-appointed
President has vowed to find
‘innovative’ ways to work with a new
Chinese-led AIIB, welcoming it as a
‘major new player’ in the world of
development.
With geopolitical imperatives and
its competition with China for influence
in the Pacific Rim firmly in mind the US
unsuccessfully lobbied allies such as
Australia, Japan and the UK not to join
the nascent AIIB.
Calling the AIIB and its fellow startup, the Brics-backed New Development
Bank, “potentially strong allies” for the
World Bank that could become “great
new forces” to help the world’s poor, he
pledged to quickly find ways to
collaborate with the new institutions.
(FT, 08.04.15)

China Secures Veto Power

C

hina will have veto power in its US$100bn Asian Infrastructure Investment
Bank (AIIB). With 26.06 percent of voting rights in the Beijing-based lender,
according to the articles of agreement released by the Ministry of Finance, China
would be able to block major decisions that require three-quarters approval.

www.s-media-cache-ak0.pinimg.com

AIIB Attracts Rush of Applicants
Almost 50 countries are poised to
join China’s AIIB as founding members,
after the deadline for submitting
applications passed. According to the
Chinese Foreign Ministry, 47
applications have been received to join
Beijing’s rival to the Asian Development
Bank and other US-led financial
institutions.
Some 30 applications have already
been approved. The rush to the AIIB has
embarrassed Washington, which
initially tried to dissuade applicants,
citing potential governance issues at
the proposed bank.
However, those seeking foundingmember status include traditional US
allies the UK, Australia, South Korea,
Taiwan, France and Germany.

inclusive multilateral development
bank, China’s Vice Finance Minister Shi
Yaobin said.
Backing the Chinese initiative, India
was one of the first countries to have
signed up for the bank expected to offer
stiff competition to other financial
institutions such as the World Bank, the
International Monetary Fund (IMF) and
(IE, 15.04.15)
the ADB.

Major decisions for which China can exercise veto power include electing
AIIB’s president, increasing or decreasing the authorized capital stock, determining
reserves, amending the agreement, and approving major operational and financial
policies. Other matters will be decided by a simple majority.
(Mint, 30.06.15 & 29.06.15)
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Economic Issues
EU Looking to Asia
The European Union is seeking
Asian capital for a multi-billion euro
investment plan it hopes will create
more than a million jobs and revive
growth. Through the creation of the
European Fund for Strategic Investment,
presented in Hong Kong during its first
roadshow outside Europe, the EU seeks
to inject €315bn into a range of longterm projects from broadband
infrastructure to green energy.
To attract investors, the EU has
pledged €16bn from its own budget in
guarantees and is looking to fund
around 20 percent of each project.
(Reuters, 07.05.15)

Developing Nations Stumble
Developing countries are facing a
‘structural slowdown’ likely to last for
years and are ceding their role as the
world’s growth engine to more mature
economies such as the US, according
to the World Bank.
The Washington-based bank
lowered its forecast for global growth
in 2015 to 2.8 per cent, partly because
the much-anticipated benefits of lower
oil prices have been limited. Seven
years after the global financial crisis,
high-income countries were resuming
their role as drivers of international
growth, the World Bank said in its twiceyearly report.
After a sluggish start to the year, ‘the

recovery in high-income countries is
expected to strengthen, while a broadbased slowdown appears to be under
way in developing countries’, the bank
said in its report.
(FT, 11.06.15)
Tax Them and They Will Grow
There are many reasons why poor
countries do not collect as much tax as
rich ones, the most obvious of which is
that lots of their citizens are penniless.
Another is that their economies are
largely informal and thus beyond the
reach of taxmen.
The cost of tax collection in
sparsely populated regions is often
higher than the benefits, and around
60 per cent of sub-Saharan Africans
still live in rural areas, for example. A
recent paper from the World Bank
argues that some obvious reforms, such
as improving tax agencies, could lead
to much higher collections.
The
most
common
way
multinationals avoid taxes is through
‘transfer pricing’, in which their
subsidiaries in tax havens buy goods
cheaply from arms in more exacting
countries, and then sell them on at a
higher price, thereby shifting profits to
the tax haven.
(TE, 15.07.15)
IMF Warning on Financial Sectors
The role of the financial sector in
the US, Japan and other advanced
economies has grown too big, the IMF

has warned. In a new study, IMF
economists say that emerging
economies need to learn the lessons of
the 2008 global financial crisis and
avoid allowing their banking systems
and financial markets to grow faster
than regulators can keep up with.
They also point to growing evidence
that at a certain stage banks and other
financial institutions assume too big a
share in economies and end up
contributing more to financial
instability than economic growth.
(FT, 13.05.15)

Financial Volatility Risk
“In an environment of diverging
monetary policy settings and rising
financial market volatility, policy
settings should be carefully calibrated
and clearly communicated to minimise
negative spillovers,” G20 finance
ministers and central bankers said in
a draft communique.
“We will continue to monitor
financial market volatility and take
necessary actions,” the draft
communique said. The language
echoed other recent G20 statements,
and was evidence of continued concern
over potential financial market and
economic disruptions as the US.
Federal Reserve moves toward an
interest rate hike, even as the European
Central Bank and Bank of Japan keep
the monetary spigots wide open.
(Reuters, 15.04.15)

Inland Waterways: Delhi, Dhaka to the North-East

A

fter coal, foodgrains may soon
be transported through
inland river waterways via
Bangladesh to the north-eastern
States on a regular basis. For this,
India intends to ink a long-term
treaty with Dhaka.
“The effort is to sign a longterm treaty during the visit of
Bangladesh Shipping Secretary.
This will enable a five-year or so
blanket permission for movement
of cargo to the north-eastern
States via Bangladesh through
waterways,” a senior government
The Hindu Business Line
official said.
During the last 43 years, this is the first time that a longterm treaty will be signed. So far, it has been extended 27
times for only one or two years. The movement of cargo
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through inland waterways to the North-East will possibly be
through Bangladesh, with Karimganj and Ashuganj as transit
points.
(BL, 14.04.15)
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Grim Trends for the Poor!
The United Nations Children’s Fund
(UNICEF) warned of what it described
as grim trend lines for the world’s
poorest children over the next 15 years,
saying in a new report that many
millions face preventable deaths,
diseases, stunted growth and illiteracy.
The forecasts in the report by
UNICEF suggested that despite
reductions of poverty and other
deprivations in underdeveloped
countries since 2000, as seen in
improved national averages, those
statistics had obscured a worsening
trend among the poorest segments of
their populations and may have
impeded overall progress.

World Hunger Falls

T

he number of hungry people in the world has dropped more than 20 per cent
from a quarter of a century ago despite climate change, conflicts, financial
crises and a growing global population.
The decline, from 1,100 million to 795 million, comes as plentiful supplies
have led to lower global grain and commodity prices over the past few years,
despite growing concerns about extreme weather events, according to the annual

(Mint, 24.06.15)

Income Inequality in India Lowest
India has the lowest income
inequality among all emerging
economies, but it is much higher than
most of the advanced economies, the
Organisation
for
Economic
Cooperation and Development (OECD)
said.
The countries with higher income
gap than India include Russia, China,
Brazil, Indonesia and South Africa —
which have recorded the highest income
inequality among all developed and
emerging economies studied by the
OECD.
Paris-based OECD, a grouping of the
world’s 34 major economies, said the
rich-poor gap in most advanced
economies has risen to highest levels
in past three decades, while it
continues to remain much higher in
many emerging economies. (ET, 22.05.15)
Global Food Prices Down
The world’s food import bill is
forecast to reach a five-year low in
2015 as plentiful supplies, lower freight
rates and subdued demand due to weak
emerging market currencies continue to
weigh on agricultural prices.
“International food prices are likely
to stay under downward pressure,” said
the UN Food and Agriculture
Organisation’s twice yearly outlook on
food production and prices, adding that
‘low income countries are also expected
to benefit from lower import bills’.

ECONOMIQUITY No. 2, 2015

www.cartoonmovement.com

State of Food Insecurity in the World, published by the UN’s food and agricultural
agencies, such as the Food and Agricultural Organisation (FAO), the International
Fund for Agricultural Development and the World Food Programme.
(FT, 28.05.15)

Production of cereals, including
corn, rice and wheat, are expected to
fall from the record levels in 2014, but
the impact will be cushioned by
‘exceptionally high’ inventory levels.
(FT, 08.05.15)

Difference to People’s Lives
At the turn of the century, the global
community agreed to a set of ambitious
targets —the Millennium Development
Goals — which aimed to make a
substantial difference to people’s lives
by 2015.
There have been some real
successes, but there is still plenty to be
done. That’s why 193 national
governments are now working to agree
to a new set of targets for 2030, to be
adopted by the UN in September.
Not surprisingly, there are as many
proposals for targets as there are
interest groups vying for attention and
funding. To make smart choices, my
think tank, the Copenhagen Consensus,

has asked 60 teams of top economists
to assess which targets will do the most
good.
(ET, 10.04.15)
Global Food Import Bill
The world’s food import bill may
reach a five-year low in 2015, driven
by a decline in international prices, low
freight rates and a strong dollar, the
United Nation’s FAO said.
Global cereal production is likely
to decline by 1.5 per cent from 2014’s
record output but the impact will be
‘cushioned by exceptionally high levels
of existing stocks’, according to
forecasts in the Food Outlook report
released by FAO.
FAO forecasts global cereal
production in 2015 at 2.5 billion
tonnes, lower than last year, but nearly
five per cent higher than the average of
past five years. The driving factor
behind the lower food import bill is the
slump in commodity prices due to large
supplies, FAO said.
(Mint, 08.05.15)
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Climate Change Commitments & Amendments

I

mmense pressure from the developed nations for reducing
India’s greenhouse gas (GHG) emission has made headlines
over the last year. The country’s Prime Minister, Narendra Modi
slammed developed nations for questioning India over global
warming despite it having the lowest per capita emission of
gases.
Addressing a conference in Berlin, Modi said that India is
geared up to set the agenda for the Climate Change conference, to
be held in France in September 2015. Side by side, India has also
made a formal proposal to amend the Montreal Protocol to bring
phasing down of hydroflurocarbon (HFC) under its ambit.
The country has sought a ‘grace period’ of 15 years to phase
down HFCs so that its domestic market gets enough time to switch
over technically feasible and economically viable options.
Under the proposed amendments India agrees phasing down
production and consumption of HFCs ‘using expertise and
institutions of the Montreal protocol’. (ToI, 18.05.15 & BS, 14.04.15)
Strengthening Bonds
For economic development
concerns, India and China has
appealed to developed countries to take
the lead role in reducing GHG emissions
and provide finance and technology to
developing nations for mitigation
purpose.
The countries have come up with a
joint document on climate change and
asked the developed countries to raise
their pre-2020 emission reduction
targets, and also honour their
commitment to provide US$100bn per
year by 2020 to developing countries.
The countries They stressed that the
United Nations Framework Convention
on Climate Change and its Kyoto
Protocol are the ‘most appropriate
framework’
for
international
cooperation for addressing climate
change.
(DNA & IE, 16.05.15)
Climate Pacts Submitted
Under a United Nations accord
reached in Peru in December 2014, every
nation was to submit a plan for cutting
carbon emissions well ahead of the
December 2015 summit meeting in
Paris. China, Brazil and the US submitted
their plans in the wake of climate
change threats.
South Korea, Serbia and Iceland
also submitted their plans for cutting
emissions, joining the 40 or so countries
that had already done so, including
Canada, Mexico, Russia and the US,
along with the European Union (EU).
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China submitted a 16-page plan
detailing how it plans to shift its
economy to reduce fossil fuel emissions
by 2030 whereas US and Brazil plans
noted that their nations had agreed to
sharply expand electricity generation
from renewable sources. (Mint, 30.06.15)
EU Adamant to Reduce Emissions
The EU is adamant and unlikely to
enhance before 2020 its commitment to
reducing emissions linked to climate
change. In the pre-2020 stage, only
developed countries are required to
take action on reducing GHG emissions.
After the year 2020, all countries,
especially emerging economies like
China and India, will be expected to do
so. If the gap between the required
reductions and developed countries’
commitments are not met in the pre2020 phase, an additional burden will
get shifted to the emerging economies.
The EU has, however, said the
grounds and conditions for it to
increase its existing pledge, to reducing
emissions by 20 per cent below the 1990
level by 2020, do not exist. The EU, which
is yet to formally ratify the pledge under
the Kyoto Protocol, has claimed the
process is complex.
(FE, 06.06.15)
Orders & Pleas to Reduce Emissions
For the first time in history, a
domestic court in The Hague has
demanded action to accelerate curbs to
climate change at a faster rate than
internationally agreed treaties.

www.fpe.ph

The Hague court, based its ruling in
part on a report by the 2007
Intergovernmental Panel on Climate
Change, suggested GHG emissions may
need to be cut to 25-40 per cent below
1990 levels to avoid dangerous climate
change. At the moment, Dutch policy
targets a level 17 per cent lower.
On the other hand, the chief
executives of US public pension giants,
Calpers and Calstrs, have taken the
unusual step of urging G7 finance
ministers to back a firm goal for cutting
GHG emissions in the global climate
change deal due to be sealed in Paris in
(FT, 26.06.15 & 25.05.15)
2015.
Unmet Emission-Cut Targets
Japan, Canada, China and Australia
all failed to meet the UN deadline to file
their opening offers for a global climate
change deal to be finalised in Paris at
the end of 2015.
At UN climate talks in Lima in
December 2014 it was agreed that
countries ‘ready to do so’ would
formally file their pledges on cutting
GHG emissions for the Paris meeting
with the UN by end of March but many
developed nations failed to do so.
Looking at the pace of negotiations
on climate change, Ségolène Royal,
France’s Environment Minister has
criticised the sluggish pace of UN
climate negotiations, saying they are so
unwieldy that they threaten efforts to
seal a global warming deal in Paris in
2015.
(FT, 28.05.15)
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Emission Cut Vagaries
In a recent G7 meeting in Bravia, the
leaders of the US, Germany, France, UK,
Japan, Canada and Italy supported
cutting GHG by 40 to 70 per cent by 2050
from 2010 levels.
The leaders also reaffirmed a
pledge to mobilise US$100bn a year
from public and private sources by 2020
to help poorer nations tackle climate
change. However, analysts warned it
was still far from clear that the Paris
meeting would produce an agreement
robust enough to ensure the G7’s goals
are met.
Questions still remain on whether
G7 will be able to end fossil fuel
pollution before the end of this century
as dispute over precisely how much
wealthy countries should cut their
emissions as compared to the poorer
nations have caused more uncertainty
on climate change talks in the
international fora.
(FT, 09.06.15)
Global Warming Threats
According to new studies, climate
change could drive to extinction as
many as one in six animal and plant
species as global warming has raised
the planet’s average surface
temperature about 1.5 0 F since the
Industrial Revolution.
To support the claim, the scientists
pointed out that the American pika, a
hamster-like mammal that lives on
mountains in the West, has been
retreating to higher elevations in recent
decades. Since the 1990s, some pika
populations along the species’
southernmost ranges have vanished.
According to another study by
Kerala University of Fisheries and
Ocean, global warming is adversely
impacting fish availability in the
southern belt of India as a result of
ocean warming.

authorising the cultivation of a strand
of genetically-modified seed even if EU
scientific advisers determined it was
safe for growing and consumption.
National governments would be able to
cite non-scientific reasons to bar
cultivation.
Greenpeace’s EU unit said the policy
would still allow Brussels to authorise
the import of bioengineered seeds even
if a majority of national governments
and the European Parliament objected.
This move could further complicate
already contentious negotiations
between the EU and US over a free trade
(FT, 23.04.15)
deal.
Bureaucratic Delays Upset Abengoa
Manuel Sánchez Ortega, Chief
Executive of Spain’s Abengoa, said EU
politicians are taking so long to decide
what sort of energy mix they want,
especially in the biofuels sector that
companies do not know if they should
keep struggling on or shut down
completely.
According to her, the EU’s
dysfunctional political system is
turning clean energy companies into a
‘zombie industry’ of the living dead. Due
to bureaucratic delays a vote to limit

crop-based biofuels is still pending in
the European Parliament which has
impacted the company’s future
operations.
Ortega further added, “There’s a
dysfunction in politics in Europe.
People ask me ‘How is the bureaucracy
in Latin America? How is the
bureaucracy in Africa?’ I say it is much
better than Europe.”
(FT, 12.04.15)
Fracking & Water Pollution
The US environmental regulator has
concluded there is no evidence that
‘fracking’, the technique used to produce
shale oil and gas, has caused
‘widespread’ pollution of the country’s
drinking water.
But, in a long-awaited study, the
Environmental Protection Agency also
acknowledged a small number of
contamination cases, and said its
conclusions on hydraulic fracturing
were not definitive due to a lack of data.
Its conclusions will be closely
studied not only in the US but in other
countries with shale oil and gas
resources that are also debating
whether fracking is safe, including the
UK and Germany.
(FT, 04.06.15)

Carbon Pricing: A Possible Solution?

I

n the wake of climate change consequences, recently, six major oil and gas
companies argued for the global adoption of carbon pricing with an objective to
discourage use of carbon-based energy and ‘help stimulate investments in the
right low carbon technologies and the right resources at the right pace.’
These giants have seeks help of the UN to let then help devise a plan to stop
global warning through an effective carbon pricing system.
Speaking against European companies for supporting a global carbon pricing
system, John Watson, Chief Executive of Chevron said, “It is not a policy that is

(BL, 08.05.15 & BS, 02.05.15)
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EU Nations Free to Ban GMOs
Individual EU states would have
almost free rein to ban geneticallymodified crops under a proposal
unveiled by the European Commission,
in a move Brussels to an attempt to meet
public demands to rid Europe of
bioengineered food.
Under the proposal, any European
country could opt out of an EU decision

going to be effective because customers want affordable energy. They want low
energy prices, not high energy prices. I do not think that putting a price on carbon
is necessarily the answer. I have never had a customer come to me and ask to pay
a higher price for oil, gas or other products.”
(FT, 04.06.15 & 02.06.15)
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Climate Campaign Wins Over More Senior Executives
Pilita Clark*
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Global warming is one of the
century’s biggest challenges and he
wants the international climate
change deal due to be agreed in
Paris in December 2015 to be an
outstanding success

H

e calls carbon dioxide ‘the enemy’.
Gérard Mestrallet is no treehugging climate activist. He is chief
executive of France’s sprawling Engie,
formerly known as GDF Suez, one of the
world’s biggest energy companies.
Fight against Climate Change
His views show how much has
changed in some parts of the business
world since the last, fruitless, effort was
made to seal a meaningful global
climate agreement, in Copenhagen in
2009. Back then, Mestrallet says
companies were lagging behind
governments in the fight against global
warming but today he likes to argue that
the opposite is the case. “Business is
today leading the way in fighting against
climate change,” he said. “It is not just
governments pushing the issue any
more.”
That is a claim that some companies
may not recognise. Greg Boyce, the chief
executive of Peabody Energy in the US,
one of the world’s largest coal
companies, said computer models used
to predict climate change were ‘flawed’.
Royal Dutch Shell, a big investor in
carbon capture technology, is exploring
the Arctic for oil, which climate
campaigners say cannot be safely burnt
if the world is to avoid risky levels of
global warming.
There have been many changes since
Copenhagen, from falling renewable
energy costs to rising awareness of
climate risks and regulations. Many
companies are embracing climate*
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friendly actions because it makes
financial sense, according to veteran
observers at the Paris business meeting.
“Businesses used to come to these
meetings and talk about climate change.
Now they come and talk about
business,” said Rachel Kyte, World Bank
climate envoy.
“And it isn’t just the usual suspects,”
she added, referring to companies that
have long backed climate action, such
as Unilever, the consumer goods group,
and home furnishing retailer Ikea. Some
companies are doing more than talking.
Axa, one of the world’s biggest insurers,
announced it would ditch €500m worth
of coal investments this year and triple
its green investments to €3bn by 2020.
Bank of America, once a leading coal
company financier, now has three times
as much credit exposure to renewable
energy projects such as wind and solar
farms as it does for coal mining,
according to Purna Saggurti, the bank’s
chairman of global corporate and
investment banking.
The bank has also led the way on
green bonds, a new form of financing
for low carbon projects, which have
grown substantially since 2009. The
volume of green bonds sold last year
tripled to almost US$37bn from 2013,
and analysts expect it to rise to up to
US$100bn in 2015.
Shell and BP have both backed
shareholder resolutions this year
requiring them to be more open about
the risks that climate change may pose
to their businesses.

Global Carbon Pricing
At least 150 companies have
adopted an internal carbon price to
guide their decision-making, including
Microsoft, Google and ExxonMobil.
More than 1,000 companies and
investor groups have called for a price
on carbon, including BlackRock, the
world’s largest asset manager, BHP
Billiton, the mining group, Statoil, the
Norwegian oil and gas company, and
British Airways, the UK airline.
These calls have to be seen in
context, however. About 40 countries
and more than 20 cities, states and
regions are now putting a price on
carbon, according to the World Bank,
representing nearly a quarter of global
greenhouse gas emissions.
But the Australian government last
year repealed its carbon pricing plans
and other legislators are still wary
because they know how contentious
carbon taxes or emissions trading
schemes are, said Simon Upton,
environment director at the OECD, the
Paris-based group of countries that
aims to promote sustainable growth.
“Politically, it’s still regarded as a
third rail issue: touch it and you are
out of office,” he said in Paris. That is
because many companies still advise
governments that carbon taxes or
markets are likely to be financially
harmful.
As Upton stated: “No one has put
their bonus at risk on the basis of a
moral exhortation.”

Environment Correspondent, Financial Times; Excerpts from an article appeared in The Financial Express, on May 27, 2015
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The Embattled Future of Global Trade Policy
Martin Wolf*

S

hould proposed US plurilateral trade
agreements be welcomed? This is a
big question, not least for those who
consider the liberalisation of world
trade to be a signal achievement. It is
also highly controversial. Since the
failure of the ‘Doha Round’ of
multilateral negotiations, the focus of
global trade policy has shifted towards
plurilateral agreements restricted to a
limited subgroup of partners.
The most significant are US led: the
Trans-Pacific Partnership and the
Transatlantic Trade and Investment
Partnership. As a study by the US
Council of Economic Advisers puts it,
the Obama administration’s trade
agenda aims to put America “at the
centre of an integrated trade zone
covering nearly two-thirds of the global
economy and almost 65 per cent of US
goods trade”.
Significant Agreements: TPP and TTIP
The TPP is a negotiation with 11
countries, most importantly Japan. Its
partners account for 36 per cent of
world output, 11 per cent of population
and about one third of merchandise
trade. The TTIP is between the US and
the EU, which account for 46 per cent of
global output and 28 per cent of
merchandise trade. The main partner
not included in these negotiations is,
of course, China. Some of the countries
participating in the TPP still have quite
high barriers to imports of goods.
Yet lowering barriers is only a part
of the US aim. Both the TPP and TTIP are
efforts to shape the rules of
*

international commerce. Pascal Lamy,
former Director General of the World
Trade Organisation, argues that “TPP
is mostly, though not only, about
classical protection related market
access issues. TTIP is mostly, though
not
only,
about
regulatory
convergence”.
The straightforward points in
favour are: plurilateral agreements are
now the best way to liberalise global
trade, given the failure of multilateral
negotiations? their new rules and
procedures offer the best template for
the future? and they will bring
significant gains. These arguments have
force. Yet there are also counterarguments.
Jagdish Bhagwati of Columbia
University stresses such risks.
Furthermore, preferential trading
arrangements risk distorting complex
global production chains. Another
concern is that the US is using its clout
to impose regulations that are not in
the interests of its partners.
Finally, the economic gains are
unlikely to be large. Trade has been
substantially liberalised already and
any gains decline as barriers fall. The
US-EU agreement does not raise
concerns about the US ability to bully
its partners. In trade, the two sides are
equally matched. There are three
further concerns with the TTIP, however.
Three Concerns with the TTIP
First, Jeronim Capaldo of Tufts
University has argued that estimates of

The Financial Times

Trade deals must not
become an
alternative to the
WTO

the gains ignore macroeconomic costs.
His Keynesian approach argues that the
EU will lose demand because of a fall in
its trade surplus. This is ridiculous.
Macroeconomic problems should be
addressed with macroeconomic
policies. Trade policy has different
goals.
Second, some of the barriers they are
attempting to remove reflect different
attitudes to risk. The negotiators will
have to devise a text that allows coordination of regulatory procedures —
over drug testing, say, without imposing
identical preferences. If Europeans do
not want genetically modified
organisms, they must be allowed to
preserve that preference. If trade policy
treads on such sacred ground, it will
die.
Finally, we have the vexed issue of
investor-state dispute settlement. Many
complain that political choices might
be put at risk by systems biased in
favour of business. Negotiators
fervently deny this. They had better be
right.
On balance, the benefits of the TPP
and TTIP will probably be positive, but
modest. But there are risks. They must
not become an alternative to the WTO
or an attempt to push China to the
margins of trade policy making.
They must not be used to impose
damaging regulations or subvert
legitimate ones. Tread carefully.
Overreaching
could
prove
counterproductive even to the cause of
global trade liberalisation.

Chief Economics Commentator, The Financial Times; Excerpts from an article appeared in The Financial Times, on May 13, 2015
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Trade Winds

WTO Cuts Trade
Growth Forecasts
for 2015 and 2016

T

he World Trade Organisation
(WTO) predicted that the
global goods trade will grow by
3.3 per cent in 2015 and four per
cent in 2016 undercutting its
own original forecast.
The downward revision is
attributed to the worsening of
economic outlook with fragile
growth
and
continued
geopolitical
tensions.

The Economic Times

Commenting on the modest
growth, Roberto Azevedo said:
“There has only been one other
period since the Second World
War in which trade growth has
been so weak and that was 1980
to 1984. However, that period
included
two
outright
contractions in trade due to the
oil shock and the global
recession of 1980-81. In contrast
the prolonged weak growth over
the last three years has been
during a period of economic
expansion.”
(FE, 14.04.15 & Mint, 15.04.15)
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India’s Trade Deficit Narrows
The trade deficit narrowed to
US$10.4bn in May from US$11bn in April
and US$11.2bn in May 2014. A substantial
reduction in the oil import bill, due to
declining international prices, primarily
helped overall imports contract.
However, with countries such as the
US and China facing growth challenges,
even the export outlook remains hazy.
Exports stood at US$22.3bn in May
against US$27.99bn in the year-ago
period, reporting a 20.2 per cent fall in
dollar terms.
However, the fall was marginal when
compared with the US$22.1bn in April.
Imports during May were at US$32.75bn,
down 16.5 per cent on the figures in the
corresponding month in 2014. It was
marginally lower than the US$33.05bn in
April 2015.
(TH, 17.06.15)
India Offers Preferential Market Access
India has promised preferential
market access for services suppliers from
the poorest countries at the WTO at a high
level meeting convened for implementing
the waiver for preferential treatment to
service providers from LDCs.
The Indian offer includes market access
in sectors such as engineering services,
integrated engineering services, computer
and related services and management
consulting services through Mode 4. The
visa fee for applicants from these
countries applying for Indian business
or employment visa will be waived.
As part of technical assistance and
capacity building to enable LDCs to supply
quality services, India will train financial
candidates from LDCs at the Reserve Bank
of India.
“India made an excellent offer to
provide substantial market access and
also technical assistance to train our
services suppliers in different sectors”
said the LDC Co-ordinator, Ambassador
Christopher Onyanga Aparr of Uganda.
(Mint, 07.02.15)

US House Passes Key Trade Promotion Bill
US lawmakers passed the Trade
Promotion Authority Bill to give
President Barack Obama fast-track
authority to negotiate a major transPacific trade accord.
The Bill that was re-introduced for a
vote narrowly passed the House of
Representatives by 218 votes to 208 as a

stand-alone bill after being defeated the
preceding week. TPA would boost
Obama’s chances of finalising a sweeping
trade accord with 11 other Pacific
nations. He could then bring it to Congress
for an up-or-down vote, with lawmakers
not given a chance to modify it.
The Bill passed its last major
legislative hurdle when it was passed by
the Senate, when it voted 60-37 and the
President is poised to close the TPP deal
pending the final round of negotiations.
(FT, 23.06.15 & BS, 18.06.15)

Moratorium on IP Complaints
In a submission made to the WTO, US
and Switzerland have urged its members
to not renew the moratorium on ‘nonviolation and situation complaints’
under the Trade Related Aspects of
Intellectual Property Rights (TRIPs)
regime.
A non-violation and situation
complaint can be raised against a WTO
member when it undertakes a certain
action, which while not violating WTO
rules itself, denies another member an
expected benefit by nullifying or
countering another action or policy
required by the WTO.
A proposal to continue the
moratorium has been submitted by Brazil
on behalf of a group of 19 countries that
includes India and China.
(TH, 23.06.15)
Implications of TPP on China
The crucial fact about the TPP is that
it is a trade deal that would include the
US, Japan and 10 other Pacific-rim
economies – but exclude China. Much of
the Washington controversy surrounding
the TPP is the standard stuff thrown up
by trade negotiations: arguments about
farmers, currency and intellectual
property.
But the underlying motivations of
Obama and Shinzo Abe, the Japanese
Prime Minister, are strategic. However, the
TPP cannot really meet the strategic hopes
that are now pinned on it.
China is already the biggest trading
partner of most of the important nations
in the TPP negotiations – Japan, Singapore
and Australia and it is the second-biggest
partner of the US itself. China is also the
biggest trade partner of South Korea and
India – two leading Asian economies that
are not even parties to the TPP
negotiations.
(FT, 19.05.15)
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Trade Winds
EU-India FTA Negotiations
The European Union (EU) is
intensifying efforts to reinitiate
negotiations on the proposed FTA with
India. The last round of negotiations,
which started in June 2007, was held in
May 2013.
However, not much breakthrough
was achieved due to EU’S concerns in
areas including high tariffs on cars and
wines, insurance, banking, retail, legal
services, GIs, and public procurement
while India’s concerns on services were
left unresolved.
EU officials said that while they are
looking at the ‘political push’ from India
to kick-start the stalled negotiations, the
EU is willing to be flexible in resolving
the contentious issues. On the other
hand, India’s commerce secretary
expressed optimism that the
negotiations will restart in August.
(BS, 29.06.15)

RCEP Faces Opposition
Domestic industry lobbies have
mounted pressure on the government
against any tariff concessions to their
competitors in the Regional
Comprehensive Economic Partnership
(RCEP) grouping. The opposition is
primarily coming from steel, textile
lobbies. The Indian Steel Association
(ISA) is convinced that steel should not
be part of the RCEP negotiations.
The Secretary General of the ISA
observed that being a steel non-mature
economy, “if we open up imports, then
we will become an import dependent
country for the next 30 years.”
Similarly the Confederation of
Indian Textile Industry expressed
concern that the RCEP will serve as a
route for China to export finished
products to India. Adding that the
association is not against RCEP, it
suggested that the rules of origin should
prevent trans-shipment through China.

grouping highlighted that they were
planning to put in place certain
procedures, such as facilitating ease of
travel for business people, reductions
in tariffs, simplifying regulations etc to
attract more investment into these
countries.
Peru has had several rounds of
negotiations for concluding a trade
pact with India for bilateral trade. Even
without the FTA, Peru’s trade with India
is growing at 25% even without the FTA
which could multiply to 70% once the
FTA comes in place. Mexico could serve
as a spring board to invest in Latin
America and the Caribbean.
(FE, 11.06.15)

India-Australia FTA Gaining Momentum
The Australian Minister of Trade
and Investment expressed hope that the
negotiations on India-Australia
Comprehensive Economic Co-operation
Agreement (CECA) are on the right track
to be concluded by the end of 2015.
Moving away from a traditional
trade pact, the CECA between the two
countries would have a larger emphasis
on services. The eighth round of talks
will happen in July. Both the countries
are back at the negotiations with
renewed eagerness.
Australia seems willing to lower its
ambitions in the dairy sector and is

also ready to offer a special package
on work visas. On the other hand,
Australia wants more market access in
auto parts, dairy items, pulses, meat,
textiles and wines.
The next round of discussion will
cover issues including market access
for goods, services and investment,
rules of origin, customs procedures,
and trade facilitation.
(BL & ET, 29.05.15 & IE 24.04.15)

India-Iran Develop Closer Ties
Keen to develop trade ties with
Central Asia and spurred by Chinese
initiatives in Pakistan, India has
decided to sign a Memorandum of
Understanding (MoU) for development
of Chabahar port. India wants to build
the port as it would cut transport costs
and freight time to Central Asia and the
Gulf coast by about one-third.
The port is also central to India’s
efforts to circumvent Pakistan and open
up a route to landlocked Afghanistan.
Iran has also proposed a FTA with India.
Two-way trade between the two nations
stood at US$15.27bn in 2013-14
compared to US$14.94bn in 2012-13.
With Iran reaching an agreement
with P5+1 power, India is confident of
achieving a much smoother and easier
mechanism of trade.
(Mint, 06.05.15)

Australia-China Ink Landmark Trade Deal

A

ustralia signed a landmark Free Trade Agreement (FTA) with China, after more
than a decade of negotiations. Commenting on the agreement, Australian
Minister for Trade and Investment, Andrew Robb said, “The Agreement secures
better market access for Australia to the world’s second largest economy, improves
our competitive position in a rapidly growing market, promotes increased twoway investment and reduces import costs.”

(Mint, 08.07.15)

India’s Trade with the Pacific Alliance
The Pacific Alliance, a grouping of
Mexico, Peru, Chile, Colombia, sees
immense potential to improve its trade
ties with India. India has recently become
an observer in the Pacific Alliance
(2014) and participated in the summit
that was held in Peru in July 2015.
Envoys and senior diplomats of the
ECONOMIQUITY No. 2, 2015

Under the deal, more than 85 per cent of Australian goods entering the country
will carry no penalty, rising to 95 per cent on full implementation. China is Australia’s
largest trading partner with the two-way flow exceeding US$160bn annually.
(BL, 17.06.15)
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Trade Winds
Proposal for a South Asian Milk Grid
India has drawn up a plan to create
a milk grid in South Asia that will help
meet the shortfall in demand and
benefit the dairy farmers in the region.
New Delhi will also push for tariff
reduction to five per cent under the
agreement on South Asia Free Trade
Area (SAFTA) to facilitate the grid.
According to the proposal, regional
milk grid will link the mil surplus
countries with the deficit ones through
a road link. The multi modal SAARC pact
would act as a facilitator as the milk
will be transported across the borders
in chilled tankers.
The Motor Vehicles Agreement
signed between Bhutan, Bangladesh,
India and Nepal will enable seamless
transit of passengers and cargo
vehicles among them.
(ET, 24.06.15)
Retaliating against Unfair Practices
Upon the determination of a WTO
appellate body that the labelling
requirements followed by US for certain
products are inconsistent with WTO
rules and the US’ subsequent failure to
amend the laws to bring them in
compliance with global trade rules,
Canada has decided to impose

retaliatory tariffs of US$2.5bn on
American exports.
The basket of products that Canada
selected has been wisely chosen to
ensure that almost all the states in the
US are targeted. This, Canada believes,
will maximise the number of
Congressmen being importuned by
victims to repeal the offending law.
The level of tariff is another
important consideration. Canada is
trying to ensure that US domestic
industries are injured enough to create
a situation where they complain
vociferously to politicians. (FE, 24.06.15)
Deepening Regional Integration
India’s Commerce Department is
working on a five-year plan towards
regional integration, in line with Prime
Minister Narendra Modi’s efforts of
building close ties with South Asian
countries.
The plan is to focus on sectors
relevant to the region, such as textiles,
leather, tourism, auto components,
chemicals and healthcare, the
government said in its foreign trade policy
statement released by Commerce and
Industry Minister Nirmala Sitharaman. It
will aim to identify specific value chains

India Signs Motor Vehicles Pact with SAARC

B

The Economic Times

angladesh, Bhutan, India and Nepal Motor Vehicles Agreement (BBIN MVA)
was signed to boost road linkages and trade between these countries and is
expected to be implemented by the end of 2015.
It seeks to open up
vehicular traffic in order
to give impetus to trade
and sub-regional cooperation. The BBIN pact
was proposed after the
SAARC grouping was
unable to iron out a south
Asian motor vehicles
agreement owing to
opposition
from
Pakistan.
The finalisation of
the BBIN MVA would
allow
the
implementation of land transport facilitation arrangements, which in turn would
enable the exchange of traffic rights and ease cross border movement of goods.
A similar pact is on the anvil among India, Myanmar and Thailand that will
pave the way for greater economic co-operation in the Asian region.
(BS, 15.0615 & Mint, 16.06.15)
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that run through different countries,
besides stepping up infrastructure
development along the borders.
The Commerce Department has laid
down an eight-point strategy to engage
with SAARC members. Besides
intensifying efforts at infrastructure
development, India will also promote
multimodal connectivity, including
inland waterways, towards the vision
of a seamless South Asia. (ET, 04.04.15)
Trade Deficit with China to Double
The Foreign Trade Policy cautions
that India’s trade deficit with China
could nearly double to US$60bn in the
next two years if the two partners do
not address market access constraints
and non-tariff barriers faced by Indian
goods in the neighbouring country.
The statement came ahead of Prime
Minister Narendra Modi’s visit to Beijing
in May 2015. India is pushing for tariff
concessions from China in oil seeds,
textile items and marine products in the
fourth round of tariff concessions under
Asia-Pacific Trade Agreement (APTA) in
a bid to correct the imbalance in
bilateral trade.
The trade deficit widened to
US$36bn in 2013-14, accounting for a
quarter of India’s overall export and
import gap.
(ToI, 06.04.15)
Online Commodity Exchange on Anvil
Myanmar has opened its first ever
online commodity exchange Multi
Commodity Exchange (MICEx). The
exchange focuses on providing
commodity value chain participants
with neutral, secure and transparent
trade mechanisms besides formulating
quality parameters and trade
regulations, in conformity with the
regulatory framework of Myanmar.
The exchange, which will be open
23x7, has partnered with SLCM Ltd, the
wholly-owned subsidiary of Indian
company Sohanlal Commodity
Management, an accredited preferred
warehouse service provider for tur, urad
dals and other agro commodities by the
exchange.
Traders expect the exchange would
pave way for clarity on key information
such as production and acreage which
was missing all these years. India
allows futures trading only in chana.
(BL, 02.04.15)
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Development Dimensions
IT Majors Face US Probe over H-1B Visa
The US Department of Labour has
opened an investigation against Indian
IT majors Tata Consultancy Services
(TCS) and Infosys for possible violations
regarding the use of H-1B visas.
However, both the companies denied
any deviation from the regulations. The
probe was launched following reports
that the two companies had displaced
US employees in their IT outsourcing
contracts with an American
corporation, replacing them with
cheaper resources from India, thereby
allegedly violating labour regulations.
Media reports in the US have alleged
that TCS and Infosys had displaced
American IT employees from Southern
California Edison, a utility firm where
these companies had bagged
outsourcing contracts, and replaced
them with Indian professionals.
(FE, 13.06.15)

Chinese Firms to Accelerate Innovation
Surging investment by Chinese
companies in US research labs is
yielding a fast-growing trove of patents.
US and Chinese officials are negotiating
a bilateral investment treaty that could
deepen ties between the world’s two
largest economies even amid tensions
over China’s military assertiveness.
Even without a treaty, China is
pouring capital into US research as well
as buying other assets. While its firms
are still newcomers to investing in
America and few work on the
technological frontier, the Thomson
Reuters data offers a glimpse of the
ECONOMIQUITY No. 2, 2015

Insecurities in India’s Labour Market
India tops a group of 19
industrialised
and
developing
countries in the number of workers
employed on temporary or short-term
contacts, amid increasing insecurity in
the country’s labour market, the
International Labour Organisation (ILO)
said in report.
Around 94.2 per cent of workers in
India are employed on short-term
contracts. Global unemployment was
201 million in 2014, while employment
growth has stalled at a rate of 1.4 per
cent annually since 2011, with women
being the worst-hit in the job market,
only one in four workers worldwide have
a stable employment relationship.
As the government pursues the
‘Make in India’ programme aggressively
to multiply production based on GSCs,
it needs to pay attention to the growing
divergence between productivity and
lower wage shares in the GSCs.

US$73bn to Meet
Development
Goals

A

id donors and governments
must fill an annual US$73bn
funding gap to meet health,
education and social security
targets that are outlined in the next
set of global development goals, a
new report says.
Targets to roll out universal
healthcare, free primary and
secondary education and basic
social security over the next 15
years are achievable, according to
Financing for the Future, a report
published by the Overseas

www.pbs.twimg

Global Income Equality
New data on the distribution of
global incomes shows that inequality
between countries is by far the greatest
driver of inequality in the world.
A recent research paper by Branko
Milanovic, one of the global experts on
inequality, shows that where you stand
in the world distribution of incomes is
determined largely by where you live,
or even by where you are born.
The gap between the developing and
developed world is so large that even a
century of high growth will not eradicate
the citizenship premium, writes
Milanovic. But the premium is likely to
reduce, thanks largely to the growth of
Asian economies.
(Mint, 26.05.15)

advanced economy China aspires to
build.
Annual flows of Chinese FDI into the
US have gone from tens or hundreds of
millions of dollars per year between
2000 and 2009 to US$14.3bn in 2013
and US$11.9bn in 2014, according to
Rhodium Group figures. (Reuters, 21.06.15)

(Mint, 19.05.15)

Neglecting Basic Health Services
More than half of the world’s rural
population (56 per cent) does not have
access to healthcare facilities
compared with 22 per cent of the urban
population, says a new ILO report,
which found the most extreme
disparities in the Asia-Pacific region,
which includes India.
According to the report, in India,
87.5 per cent of the population did not
have legal health coverage in 2010, with
93.1 per cent in rural areas alone.
Furthermore World Health
Organisation and World Bank
described the situations as a ‘wake-up
call’ in their new report that at least
400 million people lack access to
essential health services.
The report also said that at least 6
per cent of people in 37 low-and-middleincome countries are living in poverty
because of the money they must spend
on health.
(BS, 13.06.15 & BL, 29.04.15)

Development Institute (ODI). But
more aid spending, better tax
collection and a greater focus on
low-income countries will be
needed, it says.
If development strategies
remain the same, the gap between
rich and poor countries will widen,
leaving an estimated 550 million
people living on less than US$1.25
a day, according to the ODI. Some
of the poorest countries in the world
are still 20 years away from
achieving universal primary
education.
(TH, 15.04.15)
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Development Dimensions
EU Undermining Food Security
The US has accused the EU of
undermining efforts to improve global
food security by proposing new rules
that would allow any of its 28 member
states to opt out of decisions by Brussels
to open the door to genetically modified
crops.
The EU has long had a much more
sceptical view of genetically modified
organisms than the US and has heavily
restricted their trade. The world has
made
progress
in
tackling
malnourishment and the issue of food
security in recent years.
Still, 850 million people in the world
are still malnourished and, with the
global population growing and the
effects of climate change looming, more
needs to be done, Tom Vilsack, the US
Agriculture Secretary said.
(FT, 07.05.15)

UK’s Chivas Settles Shivas Mark Row
The long-drawn legal battle between
UK-based liquor major Chivas Holdings
and Shiva Distilleries over the Shivas
trademark has finally come to an end
with both the companies settling the

dispute out of court amicably.
Both the warring companies
informed the Intellectual Property
Appellate Board (IPAB) about the
settlement. Chivas Holdings has been
fighting for long to get the Shivas
trademark, owned by Coimbatore-based
Shiva Distilleries, removed from the
Trademark Registry, in classes such as
liquor and allied products.
During the litigation, Shiva
Distilleries, which has the Shivas
brandy mark, had gradually started
abandoning the mark, paving the way
for an out of court settlement.
(FE, 23.06.15)

China Sued over Monsanto Herbicide
Three Chinese citizens have filed a
lawsuit against China’s Ministry of
Agriculture, demanding that the agency
make public an animal study used to
approve Monsanto’s Roundup herbicide
nearly three decades ago.
The case, a rare example of a
lawsuit by private citizens against the
Chinese government, comes amid
renewed attention on glyphosate, the
key ingredient in Roundup, after a

Trading Giants Sued

M

ore than a third of nearly US$1bn in damages awarded to Apple against
Samsung is at risk, after the latest chapter of a 2012 patent case between the
world’s leading smartphone makers.
Apple had successfully argued that it had suffered ‘irreparable harm’, alleging
that Samsung had copied the look and feel of the iPhone for its smartphones. It
was awarded US$382m in damages.

www.chinadaily.com.cn

On the other hand Alibaba is being sued by the company behind luxury brands
including Gucci and Yves Saint Laurent, which alleges the Chinese ecommerce
group encourages and profits from the sale of counterfeit goods on its platform.
Kering claimed Alibaba is complicit in the sale of fake handbags, watches and
other items on its marketplace sites in a manner that constitutes ‘racketeering’,
according to a lawsuit filed in New York.
(FT, 19.05.15 & 17.05.15)
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controversial report by a World Health
Organisation group found it to be
‘probably carcinogenic to humans; - a
claim denied by Monsanto.
It also underlines the deep-seated
fears held by some Chinese over
genetically modified (GM) food. “The
government is taking actions to deal
with other food safety issues but it is
not dealing with the GMO problem,”
said Yang Xiaolu, one of the plaintiffs
bringing the case and a long-time GMO
activist.
(BL, 08.04.15)
Europe Opens Door to Migrants
The EU’s executive proposed taking
in 20,000 migrants over two years and
distributing them across Europe, a plan
Britain, one of its largest members, has
already opted out of.
Shocked by thousands of deaths
among people trying to reach Europe
from North Africa across the
Mediterranean, the EU is trying to put
in place a fairer way to resettle asylumseekers at a time when anti-immigration
parties are on the rise.
Italy and other southern European
countries are clamouring for EU help to
deal with the influx but, while Italy,
Germany and Austria back a quota
system, some EU states are opposed.
About 1,800 migrants have died in
the Mediterranean in 2015 and 51,000
have entered Europe by sea, with 30,500
coming via Italy, fleeing war and poverty
in Asia, Africa and the Middle East.
(Mint, 13.05.15)

Tackling Poverty and Ill Health
UN report listed sharp drop in HIV
infections and AIDS-related deaths over
the past 15 years, stated that almost 8
million of lives have been saved by
global efforts. To contain the AIDS
epidemic but another big push is needed
to eliminate the disease.
New HIV infections have fallen 35
per cent and AIDS-related deaths 41 per
cent since 2000, in one of the biggest
successes of the MDGs to tackle poverty
and ill-health.
This has been achieved in large part
because of a big expansion in access to
treatment, with the target to reach 15m
people with antiretroviral drugs by the
end of 2015 achieved nine months
ahead of schedule.
(FT, 28.05.15)
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The Final Push to End Extreme Poverty
Jim Yong Kim*

Our strategy to end poverty
can be summed up in just three
words: grow, invest and insure

F

or global development, 2015 is the
most important year in recent
memory. In July, world leaders will
gather in Addis Ababa to discuss how
to finance development priorities in the
years ahead. In September, heads of
state meet at the United Nations to
establish the Sustainable Development
Goals - a group of targets and goals set
for 2030. And in December, countries
again will gather in Paris to work out
an agreement on climate change.
Major Player: AIIB
This year has also seen the
emergence of a major new player in
development - the Asian Infrastructure
Investment Bankled by China, with more
than 50 countries and regions signing
on as members. W ith the right
environment, labour and procurement
standards, the Asian Infrastructure
Investment Bank - and the New
Development Bank, established by the
BRICS countries - can become great new
forces in the economic development of
poor countries and emerging markets.
We hope these new institutions will
join the world’s multilateral
development banks and our private
sector partners on a shared mission to
promote economic growth that helps
the poorest. The decisions we make this
year, and the alliances we form in the
years ahead, will help determine
whether we have a chance to end extreme
poverty by 2030, the central goal of the
World Bank Group.
*

The good news is that the world has
made substantial progress already.
Over the past 25 years, we’ve gone from
nearly two billion people living in
extreme poverty to fewer than one
billion. But that means we still have
nearly one billion people living on less
than $1.25 a day.
We know it’s possible to end extreme
poverty in the next 15 years, in part
because of this past success, and
because we have learned from years of
experience about what has worked and
what has not. As a result, our advice to
governments has evolved over time. Our
strategy to end extreme poverty can be
summed up in just three words: Grow,
invest, and insure.

invest - and by that, I mean investing in
people, especially through education
and health.
The opportunity to get children off
to the right start happens just once.
Investments made in children early in
life bring far greater returns than those
made later on. Poor nutrition and
disease can have life-long implications
for mental and physical health,
educational achievement and adult
earnings.
The final part of the strategy is to
insure. This means that governments
must provide social safety nets as well
as build systems to protect against
disasters and the rapid spread of
disease.

Grow, Invest and Insure
First, the world economy needs to
grow faster, and grow more sustainably.
It needs to grow in a way that ensures
that the poor receive a greater share of
the benefits of that growth. We can
reach the end of extreme poverty only if
we mark a path toward a more robust
and inclusive growth that is
unparalleled in modern times.
The World Bank Group will continue
to support governments and make
investments in a broad variety of
areas in the fight against extreme
poverty. In most of the developing
world, though, efforts to end extreme
poverty will require us to focus on
boosting agricultural productivity.
The second part of the strategy is to

Ending Extreme Poverty
We know that ending extreme
poverty will be extraordinarily difficult
- in fact, the closer we get to our goal,
the more difficult it will be.
Governments of the world must seize
this moment. Our private sector
partners must step up. The World Bank
Group, our multilateral development
bank partners, and our new partners on
the horizon, must all seize this moment.
We must now collaborate with real
conviction and distinguish our
generation as the one that ended poverty.
We are the first generation in human
history that can end extreme poverty.
This is our great challenge, and our great
opportunity. The final push must begin
right now.

President, The World Bank Group; Excerpts from an article appeared in the Hindu Business Line, on April 21, 2015
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Publications

ReguLetter

T

he April-June 2015 issue of ReguLetter encapsulates ‘Advocating Competition in the
Pharmaceutical Sector’ in its cover story which states that the Intergovernmental
Group of Experts (IGE) meeting on Competition Policy organised by UNCTAD in Geneva in
July 2015 dedicated a roundtable session on ‘The Role of Competition in the Pharmaceutical
Sector and its Benefits for Consumers’. The deliberation highlighted that pharmaceutical
sector makes a valuable contribution in improving the public health by developing, producing,
distributing and marketing the pharmaceutical products.
A special feature by John M. Connor states that five of the world’s biggest banks, JPMorgan
Chase, Citi, Barclays, the Royal Bank of Scotland, and UBS, have agreed to pay US$5.6bn in
fines for manipulating the foreign exchange market. This comes at the end of a 19-month
investigation by the US Department of Justice.
Another article by Shawn Donnan opines that once a target for multinational companies
eager to invest and reap the benefits of their rapid growth, emerging economies are becoming
rivals to the US and Europe as a source of investment.
This newsletter can be accessed at: www.cuts-ccier.org/reguletter.htm

Trade Buzz

T

rade Buzz is a quarterly e-newsletter of the SAARC Trade Promotion Network Secretariat
and jointly produced with CUTS International. SAARC TPN is a network on business
associations of South Asian countries. It is an initiative of the Federal Ministry of Economic
Cooperation and Development (BMZ), Germany and the German Cooperation Agency (GIZ).
The cover story of the current issue states that intra-regional FDI in South Asian countries
remains very low, despite the fact that the South Asian countries have strong factor
endowments such as land, labour and raw materials at relatively low costs. They have
performed sub optimal in respect to attracting FDI. The region remains the lowest recipient
of FDI in the world.
www.cuts-citee.org/pdf/Trade_Buzz-Apr-Jul2015.pdf

BRICS TERNewsletter

B

We want to hear
from you…

RICS Trade & Economics Research Network (BRICS TERN) has been established as a
platform of nongovernmental groups from among Brazil, Russia, India, China and South
Africa. Its purpose is to assist the on-going cooperation between and among the BRICS
countries with network-based policy research and advocacy on contemporary
developmental issues.
http://cuts-international.org/BRICS-TERN/pdf/TERNewsletter-BRICS-TERN_Apr-Jun2015.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)
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