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After the Vote, Chaos

S

o the gambler finally lost. David Cameron has usually been lucky, winning office
in 2010 at the head of a coalition and then outright in 2015. He also kept the UK
together in the Scottish independence referendum in 2014. But the Prime Minister’s
gamble of promising a referendum on Britain’s European Union membership has
failed. As the counting of votes cast on June 23rd eared completion in the small
hours of the following day, it seemed that almost 52 per cent of the electorate had
voted for Leave against 48 per cent for Remain.
The response to the victory for Brexit was immediate. Nigel Farage, leader of the
UK Independence Party, said June 23rd marked independence day for Britain. The
pound slumped to its lowest level against the dollar since 1985. Europe’s
stockmarkets were poised to open lower as investors marked down the prospects
for the British and global economies. Most economists agree with the Treasury that
the British economy is now likely to fall into recession.
Uncertainty rules OK
What next? Cameron said before the vote that he would carry out the wishes of
the British people by invoking immediately Article 50 of the Lisbon treaty, the only
legal route to Brexit. Yet his likely resignation casts doubt on this. Leading Brexiteers
have argued against Article 50, which they say is biased against the interests of a
leaving country. It provides that the terms on which Britain leaves must be agreed
by a majority of the EU’s other 27 members, without a British vote. It sets a two-year
deadline that can be extended only by unanimity.
Brexiteers want to avoid all this by negotiating informally. But diplomats in
Brussels are clear that the other 27 countries will refuse to talk unless Article 50 is
invoked.
The question is how generous other 27 countries will be. And the answer is
surely: not very. For the EU, Brexit is a catastrophe. The priority for the rest of the EU
will be to make sure that nobody follows Britain’s example. That precludes giving
Britain a good deal. Leavers have retorted that, because Britain imports more from
the EU than it sells to it, the other countries must offer a generous free-trade deal.
But this betrays a misunderstanding of both EU politics and trade talks.
In practice the EU will offer Britain only two possible deals. The first is to join
Norway in the European Economic Area. This would preserve full access to the
single market. The second is a free-trade deal like the EU’s with Canada. Yet this
does not cover all trade, does not eliminate non-tariff barriers, excludes most
financial services and could take years to agree.
The economic and trade problems arising from Brexit will dominate British
politics for years to come. Security and foreign-policy concerns will also emerge.
The home secretary, the security services and the police may try to replicate the coordinating measures that they have in place now with the rest of the EU, notably on
intelligence-sharing.
The political fallout from the vote will extend far beyond the issue of Mr Cameron’s
successor. The Tories are more split than ever: around 185 of their MPs backed
Remain, and they will not welcome a Brexiteer as leader.
This vote will reverberate for years. The economy will suffer, as will the political
establishment. June 23rd will be a landmark in British and European history.
Excerpts from an article appeared in The Economist on June 25, 2016.
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Article

Remaking Make in India
Sunjoy Joshi*

It makes little sense today to play catch-up
with a Chinese model that may have worked
well in its own time and place, but one which
the next wave of the digital technology looks
set to steam-roll into oblivion

A

s Make in India sets itself the
formidable task of preparing and
providing employment to the one
million young people that enter the
country’s burgeoning work force each
month, a question that needs to engage
policy concerns the manufacturing
cycle we are gearing up for.
The end of the last century heralded
the third wave of industrialisation that
led to the globalisation of
manufacturing. Rapid advances in
information technology and global
connectivity made for the seamless
integration of design, the sourcing of
raw materials, labour, capital and
manufactured components across
multiple locations. The rapidly evolving
ecosystem created networked global
supply chains located wherever
comparative advantages made them
most cost effective. The world shrank.
So did entrepreneurship. Asia became
the centrepiece of this boom and China
the world’s factory. From a five per cent
share of the world’s manufacturing in
1995, by 2011 China’s share had
climbed to 27 per cent.
The process also saw the same low
cost economies develop competitive
manufacturing and management
capabilities as they became part of
global supply chains. Wages in
emerging economies rose, working
conditions improved. Increasing
prosperity began transforming them
into markets for the goods they began
by initially manufacturing for the
developed world.
Soon, multinationals found local
competition emerge even as rising
wages and costs eroded the
comparative advantage of offshore
manufacturing
destinations.
*
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Globalisation may have brought in
economies of scale and location but it
had also added a whole host of risks
beginning with protection of
intellectual property to supply risks
because of poor infrastructure or restive
assembly lines in far off destinations.
In the forthcoming wave now,
information technology is once again
set to disrupt the way products are
manufactured, shipped, and sold.
Closer home, whether it is Maruti in
Manesar, Ford in Sanand, or Hyundai
in Chennai – all report an increasing
number of robots on their assembly
lines.
Removing the human
But robotics is not just about
industrial bots substituting humans on
the assembly line. Think of the
automated call centres that routinely
answer you when you access your
banking or utility services. Far greater
potential lies in robotic process
automation wherein all services that
can be automated to function without
human intervention are already being
automated.
Digital technology is constantly
cutting not just the cost of technology
but processes – reducing dependence
on supporting infrastructure and
people. Algorithms are more efficient
than employees, need neither salary nor
vacations and are not known to go on
strike.
Therefore, the need to rethink Make
in India. As both manufacturing and
services more and more integrate
robotics, 3D printing, the internet of
things comes into its own – the need to
outsource to regions with low cost
labour is off set by the far lower supply

chain risks of local manufacturing.
Economies of scale lose their relevance.
The smart manufacturing facility of the
future provides flexible assembly lines
that can be re-programmed.
Technological advances will alter
the kind of jobs available, abolish
several, but also create a whole host of
new ones that would be unimaginable
in the past. In the final analysis, even in
the brave new world the race will still
be for high value job creation.
White collar, no longer safe
Yes there would be disruption. Skill
gaps would widen. Whereas the earlier
wave of transformation impacted
artisans, craftsmen and the like, this time,
as per a Pew centre Research report
released in 2014, the impact would be
felt not just by the blue collar workers
but a whole host white collar jobs.
More importantly the disruption
would not have even geographic spread.
There would be a disconcerting
mismatch between locations where jobs
were being created and where they were
being lost. In the new value creation
ecosystem, the competition to attract the
best skilled workers would only get
fiercer. Matching demand to supply and
retaining the skilled workers would
become ever more challenging.
For a country geared to prepare the
work force of the future it becomes
extremely important to transform its
skilling and educational institutions,
the content, the form, the pedagogy, for
a world where the most valuable assets
will be flexible set of liquid skills and
the ability and readiness to rapidly
adapt and learn new ones.
We have the putty. The question is,
can we make the material?

Director, Observer Research Foundation; Excerpts from an article appeared in the Wire, on April 19, 2016.
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Economic Issues
World’s Top Fortunes Fall
The ramifications of Britain voting
to exit the EU are sweeping. The UK
could plummet into a recession. So
could the entirety of the EU. So could
the US, for that matter. Global markets
have already lost trillions and could
continue to sink, along with
commodities prices.
Political unrest could rise, along
with extremism. On a worldwide scale,
low-income families and the middle
class could suffer. But, what about the
über-rich? Has anyone checked in on
them? We have, and they are not faring
well.
In the two trading days’ post–Brexit
vote, the world’s 400 wealthiest
individuals have hemorrhaged
US$196.2bn, according to Bloomberg’s
Billionaire
Index.
European
billionaires have been hit the hardest.
North American billionaires – all 150
of the American and Canadian members
of the Three-Comma Club – have
watched their fortunes sink US$62.5bn.
(FE, 28.06.16)

World Economic Growth is Slowing
Signs are emerging that a downturn
in the US and China, the world’s two
biggest economies, may have bottomed
out, the Organisation for Economic
Cooperation and Development’s (OECD)
monthly leading indicator showed.
The Paris-based OECD said its
leading indicator (CLI) for the US

improved to 98.95 in April from 98.93
in March, the first increase in the
reading since July 2014. The indicator,
meant to flag early signals of turning
points in economic activity, remained
below the long-term average of 100,
however.
The index for China rose to 98.41 in
April from 98.38 in March – its second
consecutive monthly increase. The
reading fell below the 100 mark in
October 2014.
(BS, 08.06.16)
G-20’s Warning on Global Economy
The communique issued by the
G-20 finance ministers and central
bankers at the conclusion of talks in
Washington had a somewhat unreal,
and worryingly ironic, tone.
Noting that global growth ‘remains
modest and uneven’, the G-20 warned
the large advanced economies against
continuing their prolonged, excessive
reliance on unconventional monetary
policy to power growth.
Yet, the communique, which was
issued in the names of the specialised
policymakers most closely involved in
perpetuating this highly unbalanced
policy mix, contained few new policy
initiatives.
(Mint, 19.04.16)
IMF Cuts Global Growth Prediction
The International Monetary Fund
(IMF) cut its global growth forecast for
the fourth time in the past year, citing
China’s slowdown, persistently low oil

prices and chronic weakness in
advanced economies.
The Fund, whose spring meetings
along with the World Bank will be held
in Washington, forecast that the global
economy would grow at 3.2 per cent in
2016 compared to its previous forecast
of 3.4 per cent in January.
In its latest World Economic
Outlook, the Fund warned of widespread
stagnation risk and said weaker growth
could leave the global economy more
vulnerable to shocks such as currency
depreciations
or
worsening
geopolitical conflicts.
(BS, 12.04.16)
EC Slashes Inflation Forecast
The European Commission (EC)
told the euro area’s largest economies
to reduce debt and modernise labour
markets as it again slashed its inflation
forecast and warned of slower-thanpredicted growth across the 19-nation
bloc.
France, Spain and Italy, which have
persistently failed to hit EU budget
targets, are still off track, the Brusselsbased Commission said. Gross
domestic product (GDP) in the currency
area will increase by 1.6 per cent in
2016 and 1.8 per cent in 2017 – both a
full percentage point lower than the
commission forecast in February.
Inflation will average 0.2 per cent
in 2016, below the European Central
Bank’s target.
(Mint, 04.05.16)

World without Leaders

E

very major power is struggling with economic, social, and
political churning. In the wake of the crisis of 2008, the
financial sector in the West is now so regulated that it has
become risk averse to an unhealthy degree and cannot
lubricate the markets. At the same time, Western governments
have become allergic to stimulus spending and are relying on
monetary instruments which have largely not worked.
China by contrast has overstimulated and is now sitting
on a mountain of debt and bubbles. Its growth has fallen and
could fall further, with negative consequences for the world
economy.
The world desperately needs leadership. Unfortunately,
leadership today is ‘leading by following’, bowing to every
prejudice thrown up by the crowd. Except for Barack Obama,
who is about to exit the stage, it is hard to see anyone with the
intellectual and personal qualities equal to the task.

www.networkingtimes.com

(ToI, 18.06.16)
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EMs not to Outsource Jobs
The Reserve Bank of India (RBI)
Governor, Raghuram Rajan said that
emerging market economies are
increasingly nervous because they fear
that with fast changing technology,
industrial countries may not need to
outsource the production to cheaper
developing countries and it would lead
to huge job losses.
“Increasingly, the debate is moving
to emerging markets that perhaps the
industrial countries will get it right this
time and they won’t need us,” Rajan said.
He was speaking at a launch of a book
entitled ‘The World in 2050’ published
by Oxford University Press. (IE, 09.06.16)
Corporate R&D Plans Hit a 6-Year Low
The research, by Grant Thornton,
suggests the drop is especially
noticeable in large economies with
high-skilled manufacturing sectors
such as the US, Germany and Japan. In
the US, 11 per cent of businesses said
they expected to increase their
spending on R&D over the next 12
months, a three-year low.

About 13 per cent of Japanese
companies planned to up their
expenditure and just six per cent of
German companies planned to do so.
This was the lowest since 2010 when
the research began to be conducted
quarterly rather than annually.
Ed Nusbaum, Global Chief Executive
of Grant Thornton, said: “Given that
research and development is the
bedrock of future innovation, it’s
troubling to see global business plans
at such a low. The last situation any
company wants to face is playing
innovation catch-up.”
(FT, 02.05.16)
World Food Markets to Remain Stable
Global food commodity markets are
likely to remain stable in the coming
year, the United Nations food agency
said, even as prices rose for the fourth
straight month. Solid output prospects
and abundant stocks should keep
prices and supplies stable, while lower
prices than those seen in 2015 are set
to reduce the world’s food import bill,
the Food and Agriculture Organisation
(FAO) said.

VW Pays US$14.7bn to Settle Diesel
Scandal in US

V

olkswagen AG has agreed to spend US$14.7bn to get hundreds of thousands of
emissions-cheating diesel vehicles off US roads and placate regulators, in
settlements that set a US auto-industry record but still leave VW facing criminal
and civil complaints on three continents.

www.genevalunch.com

Under the agreement announced, which still requires a judge’s approval, car
owners will have the choice of having Volkswagen buy back their vehicles or install
whatever pollution-control retrofit is eventually accepted by regulators.
In either case, the owners will get US$5,100 to US$10,000 each in additional
compensation. Some leaseholders will receive roughly half those amounts.
The German automaker also has to pay governments US$2.7bn for
environmental mitigation and spend another US$2bn for research on zeroemissions vehicles.
(BL, 29.06.16)
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FAO’s World Food Price Index,
which measures monthly changes for a
basket of cereals, oilseeds, dairy
products, meat and sugar, rose 2.1
percent in May to average 155.8 points.
Rising prices for most main food
commodities apart from vegetable oils
resulted in the index’s fourth
consecutive monthly rise after it hit a
near seven-year low in January.
(BS, 02.06.16)

1 in 5 Plant Species Face Extinction
A giant, insect-eating carnivore
discovered recently in Brazil is one of
2,000 new plants found in the past
year, bringing the total of known plant
species around the world to 391,000,
according to the first scientific report
of its kind.
But the report, compiled by a team
of 80 scientists from the Royal Botanic
Gardens at Kew in London, also showed
21 per cent of species threatened by
extinction. Unfortunately, the data are
not yet good enough for the Kew scientists
to give an estimate for the rate at which
plants are actually going extinct.
“In practice extinction is hard to
prove, because a species of plant that
appears to be extinct may actually
persist in the form of a very small
number of individuals [that] may
remain undetected,” the Kew report
said.
(FT, 10.05.16)
Singapore Seeks Currency Pact
The world economy needs
something like a modern-day Plaza
Accord to safeguard growth against
currency market volatility, according to
Singapore’s Deputy Prime Minister
Tharman Shanmugaratnam.
The remarks by the Singaporean
official, who is also a former Finance
Minister, come a week before G-20
officials gather in Washington to
discuss the state of the world economy.
Similar calls ahead of a G-20 finance
ministers meeting in Shanghai six
weeks ago were rebuffed by top
officials who said the world economy
is not on the brink of crisis.
Shanmugaratnam
said
an
agreement in the spirit of the Plaza or
Louvre accords would help boost
growth for emerging markets as the
world economy gets stuck in ‘second
gear’.
(FE, 07.06.16)
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Is Censorship Bad for Business?
The US has labelled China’s internet
censorship a trade barrier in a report
for the first time since 2013, saying
worsening online restrictions are
damaging the business of US
companies.
Since Xi Jinping became China’s
president that year, the US had not
listed China’s so-called Great Firewall
as a trade impediment despite
widespread outcry that the online
blocks limit access to crucial
information, email and search services
such as those found on Google’s
platform.
“Outright blocking of websites
appears to have worsened over the past
year, with eight of the top 25 most
trafficked global sites now blocked in
China,” the US Trade Representative
wrote in its annual report on foreign
trade barriers.
(FE, 08.04.16)
China becomes Fuel Supplier of the World
After supplying the world with
everything from V ictoria’s Secret
lingerie to iPhones and Barbie dolls,
China is now producing fuel that’s
finding its way to pumps across the
globe.
The Asian manufacturing giant is
turning a record amount of crude into
refined products and sending some of
it abroad at an unprecedented pace.
That includes jet fuel sent to Europe in
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India Staring at Job Crisis

I

ndia faces the serious challenge of finding jobs for a growing population over
the next 35 years; its economy could absorb less than half the new entrants into
the labour market between 1991 and 2013, the latest Asia-Pacific Human
Development Report said.
The report, released by the United Nations Development Programme (UNDP),
said that between 1991 and 2013, the size of the ‘working age’ population increased

Paresh Cartoons

US Faces Big Labour Shortage
The US faces significant labour
shortages in a wide range of sectors as
unemployment falls towards four per
cent and the working-age population
stagnates, a leading business
association has predicted.
With the time needed to fill a job
already near the highest in at least 16
years and the number of people
voluntarily leaving jobs at its strongest
since the recession, difficulties finding
skilled labour will intensify, pushing up
wages and squeezing corporate profits,
the Conference Board said in a report.
Barring a recession, joblessness
should fall another point compared
with its 5 per cent rate now, and wage
growth will be running at 3-3.5 per cent
in 2017, a percentage point higher, said
the board.
(FT, 20.04.16)

by 300 million. Of this, the Indian economy could employ only 140 million,
suggesting a limited capacity to generate jobs.
The report estimated that by 2050, at least 280 million more people will enter
the job market in India. According to Labour Ministry data, around 1 million
people enter the workforce in India every month.
(Mint, 28.04.16)
2015, gasoline that went to Nicaragua
in May and another cargo currently
headed to the Panama Canal.
Traders say more shipments may be
coming. Burgeoning output from
processors including privately held
plants known as teapots is swelling
supply as the domestic economy cools.
(Mint, 08.06.16)

Apparel Price Rise to Create Jobs
A potential 10 per cent rise in
apparel prices in China, which has seen
a sustained rise in its wage costs in
recent years, could help India create at
least 1.2 million new jobs in its labourintensive garment industry, a report by
the World Bank said.
Women are going to benefit the
most, as every one per cent increase in
wages could raise the probability of
them entering the labour force by 18.9
per cent in India and other South Asian
countries, the report says.
As such, the share of women in total
employment in apparel industries in

these countries is much higher than in
any other industries.
(FE, 28.04.16)
Brazil Warned of Budget ‘Time-bomb’
Brazil’s new government urgently
needs to defuse fiscal ‘time bombs’ that
are set to blow up the country’s already
strained budget, according to Arminio
Fraga, the former Central Bank Governor
and Founding Partner of Gávea
Investimentos, one of the country’s
biggest hedge funds.
The administration of interim
President Michel Temer would have to
reverse a planned increase in spending
on education as well as growth in the
pension system that together are set to
add up to 12 percentage points of GDP
to the budget in the next decade.
The interim government has
announced a new target for the 2016
central government primary budget
deficit — the balance before interest
rate payments — that was worse than
economists had expected. (FT, 24.05.16)
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Water Scarcity Threatens Growth and Stability

W

orsening water scarcity fuelled by climate change
could cost regions such as the Middle East and
northern Africa up to six per cent of their GDP in less than
35 years, the World Bank warned.
Even places with plenty of water at present would face
problems by 2050 as bigger and richer populations in
fast-growing cities drive an ‘exponential’ rise in demand
for increasingly erratic supplies, the World Bank study
said.
The threat is likely to be intensified by drought and
other impacts of a changing climate, potentially leading
to food price spikes, migration upheavals and even violent
conflict.
Jim Yong Kim, the World Bank President, said the
findings underlined the need for governments to manage
water better.
(FT, 04.05.16)

April Breaks Global Temperature Record
April 2016 was the hottest April on
record – and the seventh month in a row
to have broken global temperature
records. It makes three months in a
row that the monthly record has been
broken by the largest margin ever, and
seven months in a row that are at least
1C above the 1951-80 mean for that
month.
“The interesting thing is the scale at
which we’re breaking records,” said
Andy Pitman, Director of the ARC Centre
of Excellence for Climate System Science
at the University of New South Wales in
Australia.
“The 1.5C target, it is wishful
thinking. I do not know if you would get
1.5C if you stopped emissions today.
There is inertia in the system. It is
putting intense pressure on 2C,” he said.
(TG, 16.05.16)

Air Pollution Levels Up
The United Nations Environment
Assembly (UNEA) meeting at Nairobi
noted that air pollution has increased
by eight per cent and progress and
policies on air quality fall short of what
is needed to save millions of lives each
year.
The UNEA report ‘Actions on Air
Quality’ said the declining air quality
across the globe was threatening to add
to the seven million air pollution deaths
across the world in what was described
as a ‘global public health emergency’.
A snapshot on the actions on air
quality taken by countries across
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different regions saw India figure high
among those with stringent air quality
laws and regulations but it was also
among those countries where burning
of both agricultural and municipal
wastes is not regulated and commonly
practiced.
(TH, 25.05.16)
After Paris, Gloves come off at Bonn
Less than five months after the pact
was sealed, the gloves came off at Bonn,
Germany, when mid-year negotiations
to implement the Paris agreement
began. Arguments began even before the
negotiations could.
Negotiators from 196 countries
could not come to a consensus on the
full agenda of the inter-sessional
meeting for two consecutive days. The
broad divide between developed and
developing countries resurfaced.
Others, including China and India,
asked that work should also begin on
capturing details of how countries are
adapting to climate change.
One of the central issues in the
coming years will be to know how
transparency would be ensured under
the agreement. The nature of
international agreements ensures that
countries are held accountable only for
actions that they are required to report.
(BS, 18.05.16)

Sharp Increase in Environmental Crime
High profits and relatively low
detection rates are driving a sharp
increase in global environmental crime,
with corporates and organised gangs

becoming increasingly involved,
according to the UN and Interpol.
The value of environmental crime is
growing by 5-7 per cent annually and is
worth US$91bn-US$259bn a year, 26 per
cent more than the previous estimate in
2014, the two agencies conclude in The
Rise of Environmental Crime, a report
published.
It is now the fourth-largest area of
criminal activity behind drugs,
counterfeit crimes and human
trafficking but few governments regard
it as a priority, the study says.
(FT, 04.06.16)

US Imposes Rule on Fracking Emissions
The Obama administration is
imposing controls on the US shale
industry by unveiling rules demanding
that oil and gas producers curb leaks
of greenhouse gas. President Obama is
targeting the production and
distribution of oil and gas as part of
his efforts to leave a record of action
against climate change.
The effort will first hit new oil and
gas facilities via rules that were
finalised by the Environmental
Protection Agency. The oil industry
decried
the
regulations
as
‘unreasonable and overly burdensome’.
The American Petroleum Institute, a
lobby group, warned they could harm
the shale energy revolution unleashed
by hydraulic fracturing, which has
already lost considerable momentum
due to the oil price slump. (FT, 13.05.16)
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Academics Lobby Energy Groups
Shareholders in ExxonMobil and
Chevron are being urged by more than
1,000 leading academics to vote in
favour of resolutions demanding more
openness on climate change issues.
Leading figures from some of the
world’s best universities have signed a
letter to the oil groups’ largest investors
seeking their backing for new proposals
at upcoming annual meetings.
These include resolutions forcing
the oil groups to disclose the impact of
government policies to limit the global
temperature rise to less than 2C.
Nearly 200 countries at the Paris
climate talks in 2015 agreed to limit the
increase in the global average
temperature to ‘well below’ 2C. Their
intervention comes as US companies
face a record number of shareholder
votes on climate change issues at
annual meetings in 2016. (FT, 12.05.16)
BRICS Bank to Support Green Energy
The New Development Bank (NDB),
formed by the BRICS group of emerging
nations, has approved its first loans –
US$811mn for renewable energy
projects in Brazil, China, India and
South Africa.
The BRICS bank, with authorised
capital of US$100bn, started work in
2015 on funding initiatives for
infrastructure projects in emerging
markets and in its initial foray has lent
US$300mn to Brazil, US$81mn to China,
US$250mn to India and US$180mn to
South Africa.
“There are many more new projects
in the pipeline including projects from
Russia. They are at various stages of
consideration and appraisal,” the
agency cited the bank’s spokesperson
as saying.
(Reuters, 17.04.16)
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Climate Miles to go after Paris Deal
The Paris climate agreement, based
on emission cuts determined by
individual countries, does not have a
scientific review process built in,
resulting in voluntary efforts falling
short of desired curbs.
According to an analysis conducted
by Oxfam in October 2015, poorer
countries submitted INDCs (Intended
Nationally Determined Contributions)
in excess of their “fair share”, while
richer, developed countries fell
woefully short.

As noted by Indian leaders, the
Oxfam report stressed, “Massively
scaled-up international public finance
is required to support developing
countries’ efforts, including finance to
deliver the conditional offers from
developing countries.”
(BL, 25.04.16)
Paris Treaty Talks: a big game
The Paris Treaty talks a big game. It
does not just commit to capping the
global temperature increase at
2°C above pre-industrial levels. The text
goes even further and says that the
world’s leaders commit to keeping the
increase ‘well below 2°C’ and will try
to cap it at 1.5°C.
Measuring the impact of every
nation fulfilling every major carboncutting promise in the treaty between
now and 2030 found that the total
temperature reduction will be just
0.048°C by 2100.
And what does it cost to make such
feeble cuts? Models show that the total
cost by 2030 will possibly rise to US$2tn
annually — more than India’s total GDP.
It is likely to be the most expensive treaty
in the history of the world. (TH, 22.04.16)

Stop Wasting Food to
Help Curb Climate Change

R

educing food waste around the world would help curb emissions of planetwarming gases, lessening some of the impacts of climate change such as more
extreme weather and rising seas, scientists say in a new study.
Up to 14 per cent of emissions from agriculture in 2050 could be avoided by
managing food use and distribution better, according to the study from the PIK.
“Agriculture is a major driver of climate change, accounting for more than 20 per
cent of overall global greenhouse gas emissions in 2010,” said co-author Prajal
Pradhan. Avoiding food
loss and waste would
therefore
avoid
unnecessary greenhouse
gas emissions and help
mitigate climate change.
Between 30 and 40
per cent of food
produced around the
world is never eaten,
because it is spoiled after
harvest and during
transportation, or thrown away by shops and consumers.
As poorer countries develop and the world’s population grows, emissions
associated with food waste could soar from 0.5 gigatonnes of carbon dioxide
equivalent per year to between 1.9 and 2.5 gigatonnes annually by mid-century,
showed the study.
(Reuters, 10.04.16)
www.image.yenisafak.com

India Seeks Climate Fund Aid
“India will once again take up issues
such as declaration of enhanced
emission targets by developed world,
and the promise of technology and
finances at the UN meeting in New York”,
Prakash Javadekar, Minister of State
(independent charge) for Environment,
Forests and Climate Change, on the eve
of his departure to New York for the UN
meet said.

He stated that it will be unfortunate
if developed countries do not declare
their enhanced commitments under the
second period of the Kyoto Protocol
during 2016 and 2029.
Javadekar said India would
showcase its own moves in combating
climate change, such as the target of
achieving 175 GW of renewable energy
by 2022, moving to Bharat VI emission
norms from Bharat IV norms, and taxing
diesel vehicles and SUV cars.
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Windmills and World Trade
Michael Froman*

When the winds of change blow,
a Chinese proverb says, some
people build walls and others
build windmills.

G

iven the tremendous environmental
challenges the world faces, it is not
enough just to build windmills. We need
to develop a range of innovative
environmental technologies, and we
need to break down barriers to trading
them worldwide.
Global trade in wind turbines, water
filters and other environmental goods
amounts to nearly US$1tn annually, and
it’s growing fast. But high tariffs across
the world’s clean-tech market limit
many countries’ access to these
technologies.
Removing unnecessary taxes would
not only make green technology
solutions more affordable, it would be
a triple win: boosting trade, spurring
innovation and protecting the
environment.
Environmental Goods Agreement
The good news is that all this is
within our reach. 44 countries under
the World Trade Organisation are
working toward an Environmental
Goods Agreement (EGA) that would
eliminate tariffs on environmentally
friendly goods, such as solar and wind
technologies, water filtration systems,
and air-pollution control equipment.
This effort is among the top issues the
US and China will discuss next
week during our annual Strategic and
Economic Dialogue in Beijing.
Further progress in the EGA
negotiations hinges on constructive

*
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Chinese engagement. Such engagement
would align with China’s global stature,
its self-interest and its ability to
achieve cost-effective environmental
solutions. It’s time to put serious offers
on the table and demonstrate
environmental leadership.
Clean Energy Technologies
As the world’s largest consumers
and producers of clean technologies,
the US and China have a responsibility
to make the most of this opportunity. In
2015, the US exported US$130bn worth
of green goods, supporting an
estimated 676,000 US jobs.
According to a new private-sector
study, an EGA could boost global
exports of environmental technologies
by up to US$119bn annually. A separate
study by the European Union projects a
potential reduction of nearly 10
million tonnes of carbon dioxide by
2030 as a result of an ambitious EGA
that eliminates tariffs on clean energy
technologies.
The large-scale environmental
challenges faced by countries around
the world make clean-tech development
and trade a major market opportunity
for innovative businesses everywhere.
In the US, aging wastewater and
drinking water infrastructure across
the country will need more than
US$635bn in repairs, replacements and
upgrades over the next 20 years.

In China, where 9 out of 10 major
cities do not meet the national
standards for clean air, major
investments will be needed to address
outdoor air pollution that is estimated
to have contributed to 1.2 million
premature deaths in 2010. China’s
water challenges are equally urgent;
new data show that 80 percent of
China’s underground water is unfit for
human contact.
Meeting these environmental
challenges will require the use of
advanced environmental technology,
and an ambitious and credible
EGA would help pave the way for those
innovations.
The world wins when high-standard
trade agreements create jobs and
protect our planet. But it remains to be
seen if China is ready to embrace those
high standards. As chair of the G-20 this
year, China has a historic opportunity
to show leadership in concluding a
high-standard EGA.
Environmental protection should
take precedence over protectionism.
China must join other EGA members in
putting serious offers on the table,
identifying its priorities and
responding to others’, and helping find
solutions to the tough issues.
With China’s full engagement, we
can lower the costs of building those
windmills.

US Trade Representative; Excerpts from an article appeared in Bloomberg on June 03, 2016.
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How to Solve India’s Exports Puzzle
Pradeep S. Mehta* and Surendar Singh**

T

he steady decline in India’s exports
over the past one-plus year has been
at the centre of a raging debate in India.
Granted, global factors such as tepid
global demand, erosion of commodity
prices and high volatility in currency
markets have contributed to this
conundrum.
However,
trade
performance of any country is
determined by internal as well as
external factors.
External factors consist of global
economic conditions, market access,
possibilities of export diversification,
and effective trade agreements. Internal
factors include macroeconomic
management, goods and services market
reforms, and sound institutional and
regulatory policies.
A combination of these factors
determines the productivity and overall
competitiveness of exports. Therefore,
the current decline in India’s exports
must be analysed by taking into account
the state of play of these external and
internal factors.
Growth and currency rates
Many policy thinkers argue that an
overvalued rupee is partially
responsible for the recent decline in
India’s exports. To understand the
relationship between exports and
exchange rate, we need to look at the
growth of India’s exports and real
effective exchange rate (REER) between
2002 and 2015.
Till 2013, the relationship between
export growth and REER was mixed (see
chart). After this period, it exhibits a
clear trend that an overvalued rupee
has affected the growth of India’s
exports.
This corroborates a well-tested
hypothesis that “a stronger currency is
not good for export outlook”. Many
countries in East Asia including China
pursued the strategy of relatively
undervalued currency to make their
exports competitive in global market
under their export led industrialisation.
But in a highly complex and
competitive world, where countries are

Adjusting exchange rate can fix price competitiveness
woes, while structural reforms can usher in long-term
benefits

competing for their export interest, the
value of currency must be fairly placed
vis-à-vis competing currencies to make
one’s export competitive.
Overdependence issues
Another factor behind the steep
decline in India’s exports could be overdependence on a few markets such as
the US and European Union countries
which together account for 40 per cent
share in India’s total exports. It is
particularly important in view of falling
demand, stagnant growth and resultant
aggregate demand in these countries.
The Regional Hirshman Index (RHI),
a standard measure of export market
diversification, demonstrates that
while India’s RHI with the EU and the
US declined from 0.067 and 0.061 in
2005 to 0.033 and 0.036 in 2015, there
is not much corresponding increase in
the RHI with Asia and Africa.
While improved RHI with Asia is
because of India’s extensive
engagements with Asian countries
through regional and bilateral trade
agreements, it has made limited
progress in terms of diversifying its
exports to non-traditional markets such
as in South America, Africa and the
Eurasian countries.
The diversification of export
markets is important in the context of
future sources of global aggregate
demand and the changing dynamics of
the global trading through mega
regional trade agreements.

The way forward
Exchange rate management alone
will not relieve India’s export
conundrum. The country should make
continuous efforts in alleviating supplyside bottlenecks to boost sectoral
productivity
and
export
competitiveness.
Therefore, India should adopt a
calibrated approach towards structural
reforms to address cyclical as well as
structural factors at the external and
internal fronts, which are adversely
affecting our export performance.
On the external front, India should
engage with those trade agreements
which would help in securing better
market access, can diversify our exports
and provide greater space for our
producers to participate in global
production networks.
On the internal front, India should
emphasise on reforming domestic
policies and institutions dealing with
macroeconomic management (exchange
rate, inflation and interest rates),
standards, intellectual property rights,
trade facilitation, and organisations visà-vis operational aspects of trade and
investment rules and regulations.
In all this, the Centre should use its
national organisations such as the
Council for Trade and Development, the
Board of Trade and the export
promotion councils more effectively to
work out national strategies to take the
agenda forward.

* Secretary General, CUTS International, **Policy Analyst, CUTS International
Excerpts from an article appeared in The Hindu Business Line on April 28, 2016.
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Trade Winds
Unfair Trade goes beyond Dumping
The global trade system faces an
important turning point at the end of
2016, one that was postponed when
China joined the WTO almost 15 years
ago. The US and EU must decide whether
they will begin to treat China as a
‘market economy’ in their trade policies.
Regardless of whether countries
grant China market economy status,
anti-dumping measures are ill-suited to
the task of addressing concerns about
unfair trade – not because such
concerns are ungrounded, but because
they go well beyond dumping.
The point is that commercial logic
is not the only consideration that
should govern their economic
relationships. We cannot escape the
dilemma that gains from trade
sometimes come at the expense of
strains
on
domestic
social
arrangements.
(Mint, 17.05.16)
‘Bottom Up’ Approach for Trade
Driven by domestic economic
progress, by technologies such as
containerised shipping and the internet
that promote integration, and by
legislative changes within and between
nations, the world has grown smaller
and more closely connected.
The promotion of global integration
can become a bottom-up rather than a
top-down project. The emphasis can
shift from promoting integration to
managing its consequences.
This would mean a shift from
international trade agreements to
international
harmonisation
agreements, where issues such as

labour rights and environmental
protection would take precedence over
issues related to empowering foreign
producers.
It would also mean devoting as much
political capital to the trillions that
escape tax or evade regulation through
cross-border capital flows as we now
devote to trade agreements. (FT, 10.04.16)
India 19th among Top Global Exporters
India’s rank remained unchanged at
19 th in 2015 in the list of top 30
merchandise exporters of the world,
according to a WTO report. China
continues to hold the top position in
the list.
India’s exports dipped by 17.2 per
cent to US$267bn in 2015, while imports
aggregated at US$392bn. In 2014, the
country’s outbound and inbounds
shipments aggregated at US$317bn and
US$460bn respectively. Slowdown in the
global demand hit India’s exports in
2015 and in 2016 too, the shipments
are in the negative zone.
Further, India’s rank remained
unchanged at 8th in 2015 among the top
30 leading exporters of commercial
services respectively. This list was
topped by the US in both exports and
imports. In imports, India positioned
10th.
(FE, 08.04.16 & ET, 14.04.16)
Trade Facilitation for ‘Make in India’
As Indian Finance Minister Arun
Jaitley grimly observed in the budget
speech, “Our third major challenge is
that manufacturing has declined from
18 to 17 per cent of GDP as per new GDP
data; and manufacturing exports have

India 5th in Fake Goods Trade
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remained stagnant at about 10 per cent
of GDP.”
Compared to China, Germany, Japan,
Malaysia or Thailand, Indian
manufacturing is marked by near nonparticipation in most of the Global
Value Chains (GVCs). India does not
manufacture most electronic, telecom
or high tech products as manufacturing
these requires participation in GVCs.
India imports these, in large quantities.
Becoming part of the high value
added activities of GVCs is critical for
Indian manufacturing as the products
manufactured in GVCs constitute a large
70 per cent share of world trade in nonfuel manufactured products.
(ToI, 05.04.16)

Panel for Trade Facilitation on Cards
The government will set up a panel
to implement the trade facilitation
agreement (TFA) of the WTO, which
envisages faster clearances and
reduction of red tape at the borders to
boost exports and imports. India
formally endorsed the TFA at the WTO
in April 2016.
Chairing the consultative committee
meeting on ‘Implementation of TFA’,
Indian Commerce Minister Nirmala
Sitharaman said while India has made
rapid strides in streamlining processes
on the line of international best
practices, it needs to ensure speedy
legislation in certain areas so that there
are visible beneficial outcomes. The
objectives of the TFA are in consonance
with India’s ease of doing business
initiatives, she said.
(FE, 04.05.16)

I

ndia is the fifth biggest exporter of fake goods globally, while
China is on the top with a huge 63 per cent share in the estimated
half-a-trillion dollar worldwide imports of counterfeit and pirated
goods.
China is followed by Turkey, Singapore, Thailand and India
among the top-five countries from where most fake goods
originate, as per a new study by the OECD and the EU’s Intellectual
Property Office.
China-made products accounted for 63.2 per cent of total
seizures of fake imported goods globally, while the second-ranked
Turkey’s share was just 3.3 per cent. The same for Singapore,
Thailand and India stood at 1.9 per cent, 1.6 per cent and 1.2 per
cent, respectively.
Among the countries hit hardest by the global trade in fake
foods, the US comes on the top and is followed by Italy, France,
Switzerland and Japan in the top-five.
(DNA, 02.05.16)
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Trade Winds
Global Economy Faces Low Growth
The global economy will see its fifth
consecutive year of subpar growth in
international trade in 2016, marking its
worst period since the 1980s,
according to the WTO.
In its latest forecasts, the WTO said
it expected the volume of international
trade to grow by just 2.8 per cent in
2016, in line with the growth recorded
in 2015. But it said the forecast was
laden with downside risks and
highlighted an unusual five-year run of
trade growing both below three per cent
and in line with the broader global
economy.
The multilateral trade body has
now predicted that global trade would
rise by 2.8 per cent in 2016, lower than
its previous forecast of a 3.9 per cent
expansion announced in September
2015. This will be the fifth straight year
of trade growth below three per cent,
which is also much lower than the
average annual expansion of five per
cent since 1990, showed the WTO data.
(FT, 08.04.16 & FE, 07.04.16)

US Accused of Undermining WTO
The last thing the WTO needs is
another threat to its authority. In 2015
it saw the so-called Doha round of
multilateral trade talks in effect
declared dead after nearly 15 years of
suffering.
The collapse of the WTO’s
negotiating role has left as its only real
function the dispute settlement
process, which adjudicates between
governments over existing trade rules
and orders miscreants to bring policies
into compliance. The fact that the US is
now trying to subvert it by removing a
judge who happens to disagree with the
American viewpoint is seriously
disturbing.
The US has been accused of being a
bully and undermining the WTO’s
dispute system after vetoing the
reappointment of a South Korean judge.
The EU and legal scholars have warned
that the veto threatens the impartiality
of the global trade court. (FT, 31.05.16)
US Hits China & Others with Steel Duties
Corrosion-resistant steel from
China will face final US anti-dumping
and anti-subsidy duties of up to 450
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WTO: 500 Disputes in Two Decades

M

ore than 500 trade disputes have been submitted to the WTO for settlement
since 1995. In contrast, a total of 300 disputes were handled by the General
Agreement on Tariffs and Trade (GATT), the predecessor to the WTO, over a period
of 47 years. The US has been the top complainant as well as respondent so far.
(ET, 03.05.16)

per cent under the US Commerce
Department’s latest clampdown on a
glut of steel imports, the agency said.
The Department hit producers of the
flat-rolled steel, which is coated or
planted with zinc, aluminium or other
metals to extend its service life, with
anti-subsidy duties in China, South
Korea, Italy and India. Taiwan was
exempted.
China’s commerce ministry said it
was extremely dissatisfied at what it
called the ‘irrational’ move by the US,
which it said would harm cooperation
between the two.
(FE, 25.05.16)
Europe Opens up to its Neighbourhood
Brussels is planning to dangle a
host of incentives before Middle
Eastern and African countries on one
condition: they stem the flow of people
into the EU. That is the bargain that
underlies a new strategy the EC unveiled
to deal with the migration crisis at its
source.
“We need to rethink how the EU and
its member states join efforts to work
together with third countries,” said
Frans Timmermans, the Commission
Vice-President.
The EU has already employed a
similar policy in Turkey, with some

success. The huge numbers of migrants
crossing the Aegean to Greece have
been substantially reduced since
Ankara agreed to take back migrants in
exchange for financial assistance and
the promise of visa-free access to the
EU for its citizens.
(FT, 08.06.16)
WTO May Come to Rescue Exports
The next time India finds itself at
the receiving end as it did when the EU
banned the import of Alphonso
mangoes from the country, it will have
the option of getting the consignment
retested and shipping it to the same
destination in case the results are in
its favour.
This will become possible with the
implementation of the WTO’s TFA, which
allows the participating countries to opt
for a second test in case the first test
result of a sample taken upon the
arrival of goods throws up an adverse
finding.
Over the years, India has faced
rejections, complaints and restrictions
from many countries in the world,
including the developing ones, for a
large number of its agricultural
products such as mangoes, rice, poultry
products, okra and groundnut for
different reasons.
(ET, 09.05.16)
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Trade Winds

US-EU Trade Deal ‘Risks’ Emerge in Leak
A sweeping free trade deal being negotiated between the EU and the US would
lower food safety and environmental standards, Greenpeace said, citing confidential
documents from the talks.

received support from several groups
such as the Africa Group, and the leastdeveloped countries among others.
The US, the EU and Canada, however,
took umbrage to India’s proposal on
‘Mode 4: Assessment of Barriers to
Entry’, which mentioned the range of
barriers imposed by them. They will
oppose any discussion on the Indian
proposal at the Council on Trade in
Services as India is already pursuing
the matter through a trade dispute.
(Mint, 20.06.16)

www.voxeurop.eu

But the EC said the documents reflected negotiating positions, not any final
outcome, and the EU’s chief negotiator dismissed some of Greenpeace’s points as
‘flatly wrong’. Greenpeace opposes the proposed Transatlantic Trade and Investment
Partnership (TTIP), arguing with other critics that it would hand too much power to
big business at the expense of consumers and national governments.
Greenpeace Netherlands published 248 pages of ‘consolidated texts’ for 13
chapters, or about half, of the deal on the website TTIP-leaks.org. They date from
early April, before a round of meetings in New York.
(FE, 02.05.16)
India-Thailand Agree to CEPA
Prime Minister of India Narendra
Modi vowed to step up the talks for a
proposed Free Trade Agreement (FTA)
and commence negotiations for a
Comprehensive Economic Partnership
Agreement (CEPA) as he held his first
bilateral meeting with Thailand’s Prime
Minister Prayut Chan-o-cha.
Modi said, “We see a particular
synergy between Thai strengths in
infrastructure, particularly tourism
infrastructure, and India’s priorities in
this field. Information technology,
pharmaceuticals, auto-components,
and machinery are some other areas of
promising collaboration. We also see
early conclusion of a balanced
Comprehensive Economic and
Partnership Agreement as our shared
priority.”
Chan-o-chan, Prime Minister of
Thailand, also agreed that while India
and Thailand had already been
negotiating a FTA, the talks should be
made all encompassing thereby by
taking the trading relations beyond just
in goods but also in services and
investments.
(BL, 17.06.16)
Revolt against Mercosur Trade Talks
Almost half of the countries in the
EU have risen up in open revolt against
the EC’s plans to revive a long-stalled
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trade deal with Latin America’s
Mercosur bloc.
Brussels has been struggling to
secure a trade accord with Mercosur
since 1999 and wants to make a fresh
start with an exchange of offers on
market access by the middle of May.
France, however, is leading a
rebellion of 13 countries, which
complain that Brussels is rushing to
make offers on quotas and other tariff
concessions without calculating the
effect exports from South America’s
agricultural powerhouses would have
on EU farmers.
Mercosur, which brings together
Argentina, Brazil, Paraguay, Uruguay
and Venezuela, is among the EU’s top 10
trading partners, ahead of countries
such as South Korea and India.
(FT, 06.05.16)

China Defends India in WTO Debate
China was in a large majority of
developing countries, including some of
the poorest ones that supported India
at the WTO for naming and shaming the
US, the EU and Canada for continuing to
impose regulatory barriers on shortterm service providers, especially
software professionals.
India’s proposal for discussing the
escalating regulatory barriers imposed
on short-term service providers

China Now Rivals US & Europe
China is now an equal or even bigger
driver of export growth in neighbouring
economies than the US and EU
combined, marking a significant shift
in the economic pecking order since the
2008 global financial crisis.
That’s according to research by
Deutsche Bank AG economists who
weighed up the influence of the US and
China over the rest of Asia through the
prism of export growth, as well as the
currency and bond markets.
In Taiwan and Indonesia, for
example, the growth of China’s GDP
dominates the US and EU as a source of
export demand. In other economies, the
trading giants are equally important.
This is noticeably different from the
pre-crisis years when China was much
less important as an engine of growth
in the region.
(FE, 10.06.16)
US Jury Slaps Fine on Tata
A US grand jury has slapped two
companies of India’s Tata group – Tata
Consultancy Services (TCS) and Tata
America International Corp – with a
US$940mn fine in a trade secret lawsuit
filed against them for allegedly ripping
off Epic Systems software.
TCS, which is India’s largest software
services firm stated there was no IP
infringement in the Epic Systems case
and said it plans to ‘defend its position
vigorously in appeals to higher courts’.
Epic said that TCS took that data
while consulting for its customer. Epic
said that it ‘recently learned from an
informant’ that TCS employees have
been ‘fraudulently accessing’ Epic’s
software beyond what the consulting
contract required – and using Epic’s
software to improve their own
competing product.
(FE, 16.04.16)
ECONOMIQUITY No. 2, 2016

Development Dimensions
Catch-up of Emerging Nations Set Back
According to the World Bank’s
Global Economic Prospects Report, the
emerging nations’ drive to catch up with
the incomes of the developed world has
been set back decades by the slowdown
in their economies and the impact of
the commodities slump.
The Bank has downgraded its global
growth forecast due to what it said was
a much worse than excepted
performance by commodity exporting
countries. The Bank now expects the
global economy to grow 2.4 per cent in
2016, compared to 2.9 per cent in the
previous year.
The downgrade came alongside an
analysis showing that a majority of
emerging and developing countries
were not closing the income gap with
US and other rich countries. (FT, 08.06.16)
Developed Economies Reap Whirlwind
The developed countries are
currently in a state of worry about how
the slowdown in the emerging markets
will hurt them through the policy
spillbacks. This is in a sharp contrast
to the common concerns raised by the
policy makers in the emerging markets
that aggressive quantitative easing done
by the central banks in the developed
economies is leading to a spill over in
all the world.
The policymakers in the emerging
market economies are more worried
about the unconventional monetary
policy which used by many central
banks all over the world which may lead
to an asset price inflation, loss of
competitiveness due to exchange rate
appreciation, and a risk to financial
stability in case of a sudden reversal in
flows.
(Mint, 08.04.16)
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is setting up of the NDB Institute in India
to research on and identify projects for
utilising the US$100bn that the New
Development Bank (NDB) formed by the
BRICS nations has in its disposal.
(ET. 16.5.16)

BRICS to Set up Credit Rating Agency
After the BRICS Bank, the fivemember bloc of emerging nations is
considering setting up a credit ratings
firm in its efforts to challenge western
hegemony in the world of finance. The
credit rating agency for emerging
markets is likely to take shape at the
BRICS Summit to be hosted by India in
October.
The idea of a non-western ratings
firm for the emerging markets has been
in discussion among the leaders of the
BRICS nations for the past few
years. Emerging economies claim that
western ratings firms are biased,
optimistic on developed nations and
pessimistic on the developing ones.
Russia and China have been
particularly perturbed by the western
ratings firms.
Another proposal to be taken up
during India’s presidency at the BRICS

China Tightens Grip on Foreign NGOs
China passed a law tightening
controls over foreign non-governmental
organisations (NGOs) by subjecting
them to close police supervision.
The law, adopted by the national
legislature, states that foreign NGOs
must not endanger China’s national
security and ethnic unity. It grants
police the power to question NGO
administrators, search residences and
facilities and seize files and equipment.
The move to pass such a law has
drawn criticism from US and European
officials and business and academic
organisations. They are concerned it
will severely restrict the operations of
a wide range of groups, further limiting
the growth of civil society in China and
hindering exchanges between China and
the rest of the world.
(FT, 28.04.16)

Bribery Eats Up 2% of Global Economy

T

he IMF said that bribery swallows up between US$1.5 and US$2tn annually
around the world (India’s annual GDP is in the US$2tn range). This drags down
economies and ruins social services for the poor.
In a recent report, the IMF also noted bribery, graft and other cheating common
in both the rich and poor economies hampers economic growth and undermines

The Hindu

Globalisation Will not Reverse
Trade growth is slowing and
international financial flows are
stuttering. While some aspects of
globalisation are reversing, probably
for good reasons, others are growing.
We need to make sure the parts that
are growing are safe and sustainable
so that globalisation evolves in ways
that direct capital to where it has the
most benefit for the world economy.
Globalisation is not reversing,
therefore; it is changing. But as with
earlier rounds of global integration, the

downside risks need to be well-managed
so that the upside benefits prevail. It is
vital we do better in the future if we are
to sustain public support for an open
(FT, 15.04.16)
world economy.

government policies. In a speech prepared for the global Anti-Corruption Summit
in London, IMF Managing Director Christine Lagarde said that more and more
leaders are openly seeking help to fight the scourge.
“Both poverty and unemployment can be symptoms of chronic corruption,” she
said, according to the text of her speech. Furthermore, “While the direct economic
costs of corruption are well known, the indirect costs may be even more substantial
and debilitating, leading to low growth and greater income inequality.” (HT, 13.05.16)
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Development Dimensions

The Revenge of
Globalisation’s
Losers

G

lobalisation is failing in
advanced
western
countries, where a process once
hailed for delivering universal
benefit now faces a political
backlash. The reason for it in the
‘establishment view’, in Europe at
least, is that states have
neglected to forge the economic
reforms necessary to make us
more competitive globally.

The alternate view is that the
failure of globalisation in the
west is in fact down to
democracies failure to cope with
the economic shocks that
inevitably
result
from
globalisation, such as the
stagnation of real average
incomes for two decades.
Another shock has been the
global financial crisis, a
consequence of globalisation,
and its permanent impact on
long-term economic growth.
However, we are close to the
point where globalisation and
membership of the eurozone in
particular have damaged not
only certain groups in society but
entire
nations.
If
the
policymakers do not react to
this, the voters surely will.
(FT, 25.04.16)
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India Largest Remittance Recipient in 2015
According to a World Bank report,
India was the world’s largest recipient
of remittances from abroad in 2015
despite experiencing a US$1bn drop from
the previous year, the first decline in its
remittances since 2009.
According to the Bank’s ‘Migration
and Development Brief’, India retained
its top spot in 2015, attracting about
US$69bn in remittances, down from
US$70bn in 2014. Other large remittance
recipients in 2015 were China, with
US$64bn, the Philippines (US$28bn),
Mexico (US$25bn) and Nigeria (US$21bn).
Furthermore, officially recorded
remittances to developing countries
amounted to US$431.6bn in 2015, an
increase of 0.4 per cent over US$430bn
in 2014. The growth pace in 2015 was
the slowest since the global financial
crisis.
(DNA, 15.04.16)
G-7 Pledge to Promote Innovation
Ministers from the G7 nations
agreed to promote agricultural
innovation and investment as farmers
face the twin challenges of an aging
workforce and extreme weather at a time
when global food demand is increasing.
“Motivated, skilled and enterprising
farmers are essential for the growth of
the agricultural sector,” ministers said
in a joint statement after two days of
meetings focussed on food security in
Niigata Prefecture, northern Japan.
“We will help farmers enhance their
capability and skills” by facilitating
access
to
information
and
communication technologies, precision
farming and agricultural innovations,
they said.
(Mint, 25.04.16)
UNICEF Finds Dramatic Inequality
The United Nations Children’s Fund
(UNICEF) report said that the number of
children who do not attend school is
rising and child marriage has not
dropped in decades. Poor children are
twice as likely as rich children to die
before the age of 5, and poor girls are
more than twice as likely to become child
brides in signs of troubling inequality.
Noting some progress in halving
global mortality rates for children under
the age of 5 since 1990 and boys and
girls attending primary school in equal
numbers in 129 countries, the report
said that such developments have been

neither even nor fair, with repercussions
for global turmoil.
The report called for stronger efforts
to educate the world’s children, noting
that on average each additional year of
education a child receives increases his
or her adult earnings by about 10 per
(DNA, 29.06.16)
cent.
World Bank Launches Insurance Fund
Outbreaks of diseases such as Ebola
will trigger a US$500mn fund to help
countries and health agencies fight
infection after the World Bank launched
the first insurance market for pandemic
risk.
The Pandemic Emergency Financing
Facility, unveiled at a G7 finance
ministers meeting in Japan, aims to make
funds instantly available for curbing the
spread of particular infections and
diseases, thereby saving lives and money
over the longer-term.
The insurance provided, would also
only be available to the World Bank’s
poorest client countries, those eligible
to borrow from its International
Development Association. That would
mean that countries such as India, which
graduated from IDA in 2014, would not
be eligible for its funds in the event of an
outbreak.
(FT, 23.05.16)
India to Connect Better with Neighbours
India is developing infrastructure
projects worth US$5bn in the South Asian
region to improve connectivity with
neighbours.
Addressing a South Asia Sub-regional
Economic Cooperation (SASEC) 2025,
Economic Affairs Secretary Shaktikanta
Das said “with Asian Development Bank
(ADB) support, India is currently
developing two priority road corridors.
The first will connect India with
Bangladesh, Nepal and Bhutan through
the ‘chicken’s neck’ area of North Bengal.”
India has also been assisting
countries in the subcontinent to improve
their power situation. The IndiaBangladesh transmission line is
providing
safe
and
reliable
interconnection of the power grids to
supply 500 MW of power to Bangladesh.
The 1,320 MW Maitree Thermal
Power Project, a joint venture of NTPC
and Bangladesh Power Development
Board, will be developed, Das said.
(FE, 10.05.16)
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A Solar Scheme in India Shows Local
Teamwork Can be a Guiding Light
The Guardian

Eric Kasper*

A project that helps marginalised Indian communities
to build their own solar panels underlines the benefits
of local people piloting development initiatives

W

ith the need to reform
development assistance, one
proposal is to place greater emphasis
on local ownership and control of
projects. The idea is simple: rather than
providing ready-made solutions that
might not be right for a particular
country, development assistance
should facilitate access to tools that
enable people to come up with their own
fixes.
In India, community groups set up
in villages and slums to tackle specific
problems are known as self-help
groups. These groups, typically
predominantly female, are often
established to access microfinance
loans, but they can also lead members
towards the possibilities offered by new
technologies.
In Raipur, a city in central India,
groups are partnering with businesses
and NGOs to produce useful, relevant
products
using
open-source
technologies, thereby offering members
a chance to create sustainable
livelihoods.
These technologies – which include
self-replicating
3D printers and
“instructables” for making your own
solar panels – are generally cheap to
access. They are shared and codeveloped by collectives, usually
online.
After exploring opportunities, needs
and interests, participants in the EcoGreen Livelihoods project decided to
produce solar power systems capable
of lighting homes in rural villages that
remain off-grid. Working together, local
technicians and NGO staff used opensource designs shared online to
produce the solar sets.
Unlike solar-powered products
manufactured in large facilities using
*

designs that are the exclusive
intellectual property of large
corporations, this kind of project trains
marginalised communities to build lowcost products that will answer basic
needs in a region crippled by electricity
shortages.
All the materials required to make
the sets – solar panels, batteries and
the basic components of electronic
circuits – are available in nearby
markets. Because the design
information is freely available, and the
materials are easily accessible, a
moderately skilled technician can train
people from the slums to make a robust
product capable of solving their
development problems.
Ram Kumar, a technician, trains a
mainly female group to make the solar
power systems.
“These women, who have little
education and previously could only get
a few hours of work a week cleaning
other people’s homes, have now learned
to make this fairly technical product
and are earning a much better living,”
Kumar says.
The £20 device manufactured and
marketed by the group provides a small
amount of uninterrupted, free, off-grid
electricity. The money is not enough to
run big screen TVs or air conditioners,
but it is ample for two or three light
bulbs, a charging point for a family’s
mobile phone, and a few other
essentials. Collectively, these things
make a big difference to people’s lives.
The cost is high for most people, but
sometimes it is subsidised, or people
can pay in instalments.
This is exactly what is needed in the
hundreds of rural villages across India
where people have no access to the grid.
Group members install the solar

lighting systems in people’s homes,
collect the payments in monthly
instalments, and take responsibility for
regular maintenance.
Because of their personal
involvement, villagers see their new
access to electricity as a collective
achievement, and participants enjoy a
small collective savings account,
funded by sales of their products. They
can use this money to invest in other
projects in the village.
Sometimes, these local initiatives
can even catalyse action from the state.
A village in Mahasamund district,
Chhattisgarh, was the first to achieve
complete solar lighting through the EcoGreen project. After years of government
inaction, the village was connected to
the grid within a month of installing the
solar power systems. But some villagers
were unimpressed by this tardy official
intervention.
Shruti, the first lady to install a
solar-powered light, told me how the
project had changed her life.
“This [solar] light is free, so why
would we switch on the other one? They
have installed the electric line because
now they see we have power.”
This process of building livelihoods
and meeting development needs is one
potential solution to the problem of offgrid or “mini-grid” electrification. And
while it may not completely eradicate
energy inequality, achieving access to
power through collective action is a
good first step.
Using a small technological
innovation – like open-source solar –
individuals can take control, and their
actions can strengthen the impact of
development assistance and multiply
the transformative potential of
technologies.

Research Fellow at the Institute of Development Studies, University of Sussex; Excerpts from an article appeared in the Guardian
on June 23, 2016.
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Rethinking Perceptions
Agriculture, Water and Energy Scenario in South Asia

T

he Study points out the need for regional value chains in agriculture, resolution of
upper and lower riparian conflict issues in trans-boundary water sharing and
adoption of renewable energy models in South Asia. The report is based on a perception
survey in the domains of agriculture, water and energy conducted by CUTS International
and its country partners in Bangladesh, Bhutan, India, Nepal and Pakistan under the
Sustainable Development Investment Portfolio programme supported by Department of
Foreign Affairs and Trade, Government of Australia.
It is based on a combination of household survey, key informant interviews and
stakeholder discussions of close to 1000 respondents across the Indus, Ganges and
Brahmaputra river basins. It includes field insights from 24 locations in 11 sample
sites across the countries, viz. Bangladesh, Bhutan, India, Nepal and Pakistan.
It also elaborates on policy recommendations for knowledge sharing of sustainable agricultural practices
among South Asian countries. The field insights also indicated the importance of assimilating trans-boundary
water aspects into national level discussions and supporting renewable energy and energy grid models among
South Asian countries. The findings from the study also stressed on integrating women farmers in agriculture and
water related policy decisions.
www.cuts-citee.org/SDIP/pdf/Rethinking_Perceptions_Agriculture_Water_and_Energy_Scenario_in_South_Asia.pdf

New Database – UNCTAD University Project Maps over 1,400 IIAs

U

NCTAD launched the IIA Mapping Project database. The new database is part of UNCTAD’s IIA Navigator and contains
a detailed mapping of 1,400 international investment agreements (IIAs). The IIA Mapping Project is an ongoing effort
that aims to map all IIAs for which texts are available (about 2,700).
The IIA Mapping Project is a collaborative initiative between UNCTAD and universities worldwide to map the content
of IIAs. The resulting database offers a tool for policymakers, researchers and other investment and development
stakeholders to understand trends in IIA drafting, assessing the prevalence of different policy approaches and identifying
treaty examples. The IIA Mapping Project builds upon UNCTAD’s Investment Policy Framework for Sustainable Development.
The IIA Mapping Project database allows users to:
• view elements of over 1,400 investment treaties;
• select treaties based on key elements (e.g. qualifiers for fair and equitable treatment, scope of the expropriation
clause or investor-State dispute settlement); and
• compare treaty elements over time and across countries.

We want to hear
from you…

Individual treaties are mapped by law students from participating universities, under the supervision of their professors
and with the overall guidance and coordination of UNCTAD.
http://investmentpolicyhub.unctad.org/News/Database/Home/506
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Please e-mail your
comments
and suggestions to
citee@cuts.org

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