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ess than three months into Donald Trump’s tenure as President of the US, Indian
observers are contemplating the future of bilateral relations with the global
leader, not to mention the regional implications of the new administration.
Taking into account several uncertainties and what we have seen of Trump and
his team thus far, India has an opportunity to expand and deepen its trade relations,
upgrade its domestic capacity, move forward with climate change action, and
become a leader in the Asia-Pacific region.
Therefore, India must design and implement a clear, internally-based strategy
through an inclusive process to promote open and fair trade and cooperation
bilaterally, regionally, and multilaterally.
India should broaden its gaze with regard to trade as a tool for meeting economic
and development goals in order to weather this storm of uncertainty. The UK,
Canada, and Peru as well as economic communities in Latin America, Sub-Saharan
Africa, and Central Asia are top potential trading partners. Also, completing current
negotiations with the EU, Australia, and especially the Regional Comprehensive
Economic Partnership agreement will be vital for India to broaden its market
access while upgrading its trading standards and capacity.
As Trump’s ‘America First’ position moves into action at the executive and
legislative level, restrictions on temporary work visas could severely impact India’s
employment and remittances as well as hamper diplomatic ties between the two
countries. Increasing that threat is Attorney General Jeff Sessions, a long-time
critic of such visas. Immigration restrictions could also negatively affect the US
economy, as Indian IT companies contributed US$22.5bn in US taxes annually and
US$6.6bn in Social Security from 2011-2015.
With the potential of US disengagement in the global movement to tackle climate
change looming, India has the opportunity to be a driver in the green industry,
considering the advancements and accessibility of renewable technology. While
financing will be a challenge if the US breaks from its commitments, India can gain
a foothold on becoming a leader in renewable technology by first promoting its
intrinsic aggregator industry to develop solar technology. Such groups of
aggregators, with established supply links in compatible sectors such as
electronics, can procure components domestically and internationally more
efficiently than multinational brick and mortar solar companies. In the long-run,
of course, India must invest in start-ups of the renewables industry.
As regional leadership gaps arise with the potential US withdrawal, whether in
economic integration or climate change, India should advance itself diplomatically
as a cooperative partner with a history of understanding and promoting the needs
of developing countries in the region. Historical US allies such as South Korea,
Japan, and more recently Vietnam can look to India as a strong partner in the
region on trade and economic integration; both bilaterally and in regional
arrangements.
To whatever extent the Trump Administration’s ‘America First’ policy regime
may or may not challenge Indo-US relations, India’s core focus must remain on
promoting mutually beneficial trade arrangements and cooperation bilaterally,
regionally, and multilaterally. The unnerving lack of predictability from the US should
not invite reactionary approaches from the Indian government, businesses, or citizenry.
If India is guided by grounded principles based in its development and economic
needs, it can surely weather any storm of uncertainty that may come its way.
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To Achieve US$900bn Export Target,
India Needs to Overhaul Its Trade Policy
Bipul Chatterjee* and Surendar Singh**

A

s the mid-term review of India’s
foreign trade policy is on and a
revised policy is expected to be
announced on July 01, 2017 the country
confronts multidimensional challenges
– falling global aggregate demand,
weakening linkage between global
income and trade growth, the rise of
protectionism and halted progress in
mega regional trade agreements to name
a few. As against a few changes here
and there, addressing these challenges
requires a radical shift in its trade
policy.
This is because most of these
challenges demand structural changes
in our trade policy to achieve the export
target of US$900bn by 2020. For India
to achieve this stated policy objective,
concerted efforts are required to realign
its foreign trade policy with the new
global trading system.
Why diversify?
The fact is India still relies on
traditional markets such as the US and
European countries for its exports.
India’s export share in top 100 world
import items at four-digit HS code
level is slightly higher than five per
cent in five items.
In 2015, in terms of number of
products, India exported 96.5% of items
in world total imports at the four digit
level and 83.2 per cent at the six digit
level. However, in terms of value, they
constitute merely 1.6 per cent of world
total imports. Thus, India’s exports are
not matched with world import demand
as they are more supply-based than
demand-driven. It needs to shift its
exports to those items on which there is
global demand. This requires a more
dynamic trade policy that takes into
account the ever-changing global import
demand, shaped by value chain led trade.
Rationalise export promotion schemes
India’s average most-favoured
nation (MFN) tariff rates are relatively

India’s trade policy should
be strongly grounded and
in alignment with export
interests of the states
higher than APEC (Asia-Pacific
Economic Cooperation) countries. At
present, the average applied MFN tariff
on industrial products is at 10.1 per
cent , which is relatively lower than its
average applied total tariff at 13.4 per
cent in 2015. However, it is interesting
to note that the weighted average tariff
on industrial products is significantly
lower than the average MFN applied
tariff, making India a low tariff
economy. This provides a significant
leeway to reduce MFN applied tariffs
and rationalise export promotion
schemes.
This will not have much revenue
implications. In fact, a slightly higher
applied tariff rates than weighted tariff
rates would ease the import of
intermediate inputs, thereby creating
opportunities for exporting firms to
enter in global production networks.
Most importantly, it would reduce the
significance of post export incentives
and would make our trade policy much
more transparent and compatible with
global trading system.
Encourage states to participate in exports
The participation of states in exports
has been neglected for a long time.
States, such as Maharashtra, Gujarat,
Karnataka and Tamil Nadu hold a major
share in total exports of the country. A
study by the Associated Chambers of
Commerce of India shows that Gujarat
and Maharashtra account for 45 per
cent of merchandise exports of India.

Need for factor market reforms
Trade policy and factor market
policies (land, labour, capital, etc.) have
a symbiotic relationship. Ineffective
factor market policies hit at the very
root of firms and inhibit their ability to
leverage the benefits extended by trade
policy. While India has made some
progress in factor market reforms, it is
yet to develop a holistic coherence
between factor market policies and
trade policy.
Make it grounded
It is sufficient to say that, as trade
policy is conducted at an aggregate
level, it is difficult to connect trade rules
at the firm level due to their divergent
needs and economic priorities. Therefore,
it is vital that trade policy analysis moves
close to where action is and benefits more
from firm level data and related
developments. Accordingly, it should
formulate policy measures that create
opportunities for domestic firms to
connect with global production networks.
Understanding the dynamics that
shape competitiveness and productivity
of firms will help trade policymakers to
take informed policy decisions. In short,
India’s trade policy should be strongly
grounded and in alignment with export
interests of the states. This will help
India to achieve its ‘trade policy
priorities’ with a better understanding
of the benefits from global trade for
firm-level competitiveness, job creation
and consumer welfare.

* Executive Director and **Policy Analyst, CUTS International; excerpts from an article appeared in The Wire on June 27, 2017
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Trade Winds
India Pressed to Open up Procurement
The Indian Commerce Ministry has
agreed to formal discussions on
government procurement in the
Regional Comprehensive Economic
Partnership (RCEP) trade agreement.
India will host the next round of
negotiations in Hyderabad in July 2017.
Public procurement relates to the
process through which government,
public utilities and state-owned
enterprises procure goods or services
for their own use.
Since India is neither a party to the
WTO’s Government Procurement
Agreement nor with any other country,
it has the flexibility to offer certain
benefits in the form of price
preferences and local sourcing to
domestic players in government
procurement. It does not have to go for
international tenders while procuring
any goods and services.
(ET, 19.06.17)
Global Import Bill Set to Rise
According to the twice-yearly Food
Outlook Report from the UN Food and
Agriculture Organisation, the global
imports bill is expected to rise more
than a tenth in 2017, driven by
increasing freight rates and trade
volumes.
This comes as lower grains and
soya-bean prices due to bumper
harvest have supported import
volumes, while freight rates, which

have remained subdued over the past
few years due to the oversupply of
vessels, have enabled importers to
purchase commodities from faraway
regions.
The import bill for vegetable oils is
expected to rise 22 per cent due to
robust global demand for palm and
soyabean oil in Asia. Trade volumes are
forecast to reach record levels in 2017,
which will provide support to prices.
(FT, 09.06.17)

Airbus-Boeing Claim Victory
The US and EU both claimed victory
in a 13-year World Trade Organisation
battle over illegal state aid to Boeing
and Airbus, but appeals could delay
final resolution of the multibillion
dollar dispute for at least another year.
The WTO’s compliance panel
rejected several EU claims that the US
had failed to withdraw all illegal
subsidies to Boeing. However, it also
found that the US had not complied with
a previous ruling to abolish illegal tax
breaks by Washington state.
Officials on both sides of the
Atlantic and Boeing and Airbus
executives are aware that their battle
over state aid has distracted them from
fighting off new competitors in China
and Russia, which are hoping to break
the duopoly that dominates the global
commercial aircraft market.
(FT, 10.06.17)

India drags US to WTO
India has moved WTO against the
US as it has not yet complied with the
rulings of the multi-lateral body related
to imposition of high import duty on
certain Indian steel products.
In December 2014, the WTO had
ruled against the US imposing high duty
on imports of certain Indian steel
products.
The WTO’s appellate body had ruled
that the high duty imposed by the US on
the certain Indian steel imports was
inconsistent with various provisions of
the Agreement on Subsidies and
Countervailing Measures.
The US will have to amend its
domestic norms to comply with the
WTOs verdict on countervailing duties
on imports of hot-rolled carbon steel
products from India. (Reuters, 10.06.17)
India’s Concern over Australian Visa
The Government of India expressed
its concern on the new policy on tenure
of visas which was reduced from four
to two years, in addition to an increase
in visa fees.
The policy, which came almost
simultaneously with a similar step by
the US government on the H-1B visas,
would impact talks on a trade pact.
India intends to be looking at the
matter in the context of the
Comprehensive Economic Cooperation
Agreement (CECA).
(TH, 03.05.17)

India-Chile to Implement Expanded PTA

I
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ndia and Chile have entered into another milestone in
their trade relations as an agreement on expansion of
India-Chile Preferential Trade Agreement (PTA) which was
signed on September 06, 2016 is finally being
implemented on May 16, 2017. The Union Cabinet had
approved the expansion of PTA in April 2016.
The expanded PTA would immensely benefit both
sides as a wide array of concessions has been offered
by both sides on a number of tariff lines which will
facilitate more two way trade.
India and Chile had earlier signed a PTA on March
08, 2006 which came into force with effect from
August 2007. The original PTA had a limited number of
tariff lines wherein both sides had extended tariff
concessions to each other. India’s offer list to Chile
consisted of only 178 tariff lines whereas Chile’s offer
list to India contained 296 tariff lines at 8-digit level.
(FE, 14.05.17)
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Trade Winds

Asia Facing Risks From Rise in Protectionism

T

No Relief for Indian Shrimp Exporters
The US International Trade
Commission has decided to continue
with the existing anti-dumping duty on
shrimp imports from India. The punitive
tariffs which erode the competitive
strength of the Indian seafood exporters
would be effective for another five
years.
US is the largest market for Indian
shrimps and accounts for more than a
third of the total seafood exports from
the country. The said action comes
under the five-year (sunset) review
process required by the Uruguay Round
Agreements Act.
The Commission further revoked the
existing anti-dumping duty order on
imports of shrimp from Brazil. India and
seafood exporters were expecting the
duties to be revoked in the five-year
sunset review.
(FE, 03.05.17)
India-Russia-led EEAU to Seal Pact
Indian Prime Minister and Russian
President are expected to come out with
a joint statement announcing the
launch of the India- Eurasian Economic
Union (EEAU) talks at a summit –level
meeting in St. Petersburg.
A feasibility study predicted that an
operational Free Trade Area (FTA)
between India and EEAU member
countries would help increase India’s
exports to EEAU by US$14-24bn from
the 2016 level of US$1.7bn.
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he International Monetary Fund (IMF) has noted that Asia’s
economic outlook faces significant uncertainty and
downside growth risks from any sudden tightening in global
financial conditions or rise in protectionist trade policies.
The IMF, which in April raised its 2017 Asia-Pacific growth
forecast to 5.5 per cent from its previous October forecast of
5.4 per cent, said loose monetary and fiscal policies across
most of the region would underpin domestic demand.
“However, the near-term outlook is clouded with significant
uncertainty, and risks, on balance, remain slanted to the
downside,” the IMF said in its Asia-Pacific Regional Economic
Outlook.
In April, the IMF kept the region’s 2018 growth forecast
unchanged at 5.4 per cent. Asia-Pacific recorded 5.3 per cent
growth in 2016.
(FE, 09.05.17)

India’s exports of processed food,
tea, pharmaceuticals, textiles,
chemicals, fertilisers, electrical
equipment and machinery etc. to the
EEAU countries is likely to significantly
increase if the pact is signed.
(FE, 30.05.17)

US-China to Boost Dairy Trade
The US has reached a major
agreement with China allowing
American beef and natural gas to be
exported to the country and opening its
market for Chinese banks and cooked
poultry, nearly a month after the first
summit between the presidents of the
two nations.
The deal is perceived as a positive
sign of stronger ties between US and
China after the Mar-a-Lago summit
between President Donald Trump and
his Chinese counterpart Xi Jinping in
April 2017.
The US also agreed to recognise the
importance of China’s ‘Belt and Road’
project, a key initiative of Xi to link Asia
with Europe.
(FE, 12.05.17)
India Denies Blocking WTO Agenda
India has refuted allegations of
blocking an agenda to discuss easing
investment norms globally in the WTO
saying it only objected to an item in the
agenda which was a matter of domestic
policy and outside the trade body’s
purview.

The General Council, on May 10,
2017, met to discuss the agenda, which
included the item trade and investment
facilitation, to which India objected.
The move was criticised by
countries including some BRICS (Brazil,
Russia, India, China and South Africa)
nations, with some accusing India of
blocking the agenda of easing
investment norms.
(FT, 15.05.17)
Africa, a Top Priority for India
India has made Africa a top priority
for foreign and economic policy.
Pitching for an Asia-Africa growth
corridor, the Prime Minister noted that
trade between Africa and India had
multiplied in the last 15 years.
It has further doubled in the last five
years to reach nearly US$72bn in 201415. India’s commodity trade with Africa
in 2015-16 was higher than its trade
with the US. The foregoing was said
during the deliberations of the annual
meetings of the African Development
Bank Group.
Modi said that India’s partnership
with Africa is based on a model of
cooperation which is responsive to
the needs of African countries. India is
the fifth largest investor in Africa as in
the last 20 years it has invested
US$54bn.
(Mint, 24.05.17)
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Trade Winds
US May Block Indian Exports
India has decided to pro-actively
find ways to counter possible moves
by the Donald Trump administration to
block Indian exports as part of the US
Trade Department’s review process of
the 16 nations with which the US has a
trade deficit.
The Prime Minister’s Office has
asked all ministries and departments
to take note of items from their
respective sectors that are imported
from the US and which could be
restricted through various means if
required.
“Since seeking a resolution at the
WTO is time-consuming, we need a
back-up plan in case the US takes
unwarranted steps to check imports
from India. We have to be prepared to
counter the move with similar
measures,” the official said.
However, it might not be an easy
exercise for India to identify imports
from the US where there is a possibility
of imposing restrictions.
(BL, 04.05.17)

Global Trade Set to Grow
Global trade of goods is forecast to
grow at 2.4 per cent in volume terms in
2017, but could also slow down to 1.8
per cent if the uncertainty about
ECONOMIQUITY No. 2, 2017

(Mint, 13.04.17)

India ratifies UN TIR Convention
India became the 71st country to
ratify the United Nations TIR
(Transports Internationaux Routiers)
Convention, a move that will help boost
trade through smoother movement of
goods across territories.
The ratification is a part of India’s
multi-modal transport strategy that
aims to integrate the economy with
global and regional production
networks through better connectivity.
“India’s decision to implement the
TIR system will have far reaching
benefits for trade and will save
significant time and money by
streamlining procedures at borders,
reducing administration and cutting
border waiting times,” Boris Blanche,

Chief Operations Officer at
International Road Transport Union
said.
(TH, 20,06.17)
India-EU Ties: The Art of FTA
The European Commission (EC)
negotiated an FTA with Singapore from
2010 to 2013 covering a wide range of
issues such as tariff reductions,
intellectual property and investment
protection including the investorstate dispute settlement (ISDS)
mechanism.
The EC and the EU member states
disagreed as to who had the
competence to ratify the FTA. The ECJ
decided that EU had the exclusive
competence over almost all aspects of
the FTA barring non-direct foreign
investment — also known as portfolio
investment — and the ISDS mechanism.
In other words, for agreements
containing non-direct foreign
investment and/or ISDS provisions, EU
member states enjoy mixed competence
to approve such treaties. The court held
that since the ISDS provision allowed
the removal of the disputes from the
jurisdiction of the courts of an EU
member state, it could not be done
without the consent of the member
states.
(TH, 07.06.17)

Japan to Revive Pacific Pact

J

apan is ready to relaunch the TPP minus the US in a shift of position that could
bring the huge trade deal back from the dead.
http://swww.google.co.in

China to Raise Tariffs on Sugar
China is considering special import
duties on sugar as part of an antidumping probe, in what would be a win
for domestic producers seeking help
battling cheap imports from Brazil and
other major growers.
China’s Dairy Industry Association
sent a document to members requesting
them to comment on China’s proposal
on duties. China is set to make its first
ruling on the anti-dumping probe
having launched an investigation
following complaints from domestic
mills about rising farm costs and
cheaper overseas arrivals.
If approved, the proposal would
introduce a 45-per cent duty in 2017,
followed by an extra 40 per cent in the
following year and 35 per cent in the
year after that, according to the Dairy
Industry Association document. That
would be on top of the 50-per cent duty
now imposed on out-of-quota
shipments.
(FE, 26.04.17)

overall macroeconomic and trade
policies persists across major
industrialised nations, according to
WTO economists.
Faced with strong headwinds in the
global economy arising from continued
‘unpredictable direction of the global
economy’ and ‘uncertainty’ the recovery
of global trade will hinge on how
rapidly real gross domestic product
(GDP) increases across the world.

According to trade officials, it is ready to proceed without much change to the
existing TPP text. Previously, there was reluctance to expose Japanese farmers to
a surge of agricultural imports without offsetting ease of access to the US car
market.
The decision could be a huge boon to non-US food exporters such as Australia
and could shift the dynamics for trade deals in Asia by offering an alternative to
the China-centred RCEP.
(FT, 24.04.17)
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Economic Issues
Global Economy to Rise in 6 Years
The global economy is on course in
2017 for its fastest growth in six years
as a rebound in trade helps offset a
weaker outlook in the US, the
Organisation for Economic Cooperation and Development (OECD)
forecast.
The global economy is set to grow
3.5 per cent in 2017 before nudging up
to 3.6 per cent in 2018, the Paris-based
OECD said, updating its forecasts in its
latest Economic Outlook. That estimate
for 2017 was not only a slight
improvement from its last estimate in
March for 3.3 per cent growth, but it
would also be the best performance
since 2011.
Yet despite this brighter outlook,
growth would nonetheless fall
disappointingly short of rates seen
before the 2008-2009 financial crisis,
OECD Secretary General Angel Gurria
said.
(Mint, 08.06.17)
Renewables Make Economic Sense Now
Despite US President Donald Trump
making an unequivocal exit from the
Paris Agreement, the world has
responded by making commitments to
fight climate change. On a book tour in
Beijing, Thomas L. Friedman responded
with, “What is more powerful than
Mother Nature is Father Greed.”
Renewable energy makes economic
sense now. US Energy and Employment
Report statistics show that in 2016, the
increase in employment in the US solar
and wind industry was much higher

than the coal mining and support
employment.
Looking at pricing, the price of solar
energy systems hit an all-time low in
August 2015. The cost of wind power
dropped significantly in 2016. These
cost declines have enabled some
renewable technologies to be cost
competitive with fossil fuel
technologies.
(ET, 03.06.17)
Open Economies to Promote Trade
India called for a coalition of
middle-income countries to drum up
support for globalisation as a political
backlash in the US and parts of Europe
against free trade and investment
imperil its growth aspirations.
Arvind Subramanian, the Finance
Ministry’s Chief Economic Adviser,
suggested India could lead a coalition
of countries with open economies to
promote free trade.
“We, in India, now have a much
bigger growing stake in ensuring that
the world markets remain open, that we
continue to see globalisation,”
Subramanian told a conference on the
world’s 20 biggest economies (G20).
(HP, 08.06.17)

Swiss Navy Hit by Economic Downturn
The Swiss government does not own
its fleet. Since 1959, however, it has
guaranteed bank loans taken out by
private owners to buy ships which are
then at the disposal of the Swiss
government at times of emergency.

After the latest sales, Switzerland
will still support 28 ocean-going
vessels, with guarantees worth
US$528mn. Officials in Bern confirmed
that no ship in the fleet has actually
been deployed on the government’s
behalf since 1959. The shipping
industry has been suffering from
extensive overcapacity and sputtering
global trade since the 2008 global
financial crisis.
Meanwhile, in Switzerland, the
system of guarantees is being phased
out. Existing contracts would be
honored — the last expires in 2031 —
but new guarantees would not be
offered.
(FT, 03.06.17)
Slowdown in Productivity Growth
According to the World Bank’s
Global Economic Prospects, there has
been a slowdown in investment in
emerging economies. In their latest
forecasts, economists at the bank
predicted the global economy would
grow by 2.7 per cent in 2017.
Paul Romer, World Bank Chief
Economist, said the long-term effect of
weak investment on developing
economies was one of the major longterm challenges now facing the global
economy.
It may already have caused longterm damage. Officials at the bank also
say their own lending resources are
being constrained by the need for a
capital increase that is widely seen as
unlikely to come any time soon.
(FT, 05.06.17)

Steady Growth in Farmed Fish Production

F
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armed fish production is expanding four-five per cent
a year, putting it on course to eclipse the output of
wild fishing as soon as 2019, according to the UN FAO.
In contrast, wild fishing volumes have been stagnant
since the early 1990s. At its current pace, the annual
output from the farmed fish industry will rise above
90m tonnes in two years’ time, according to the FAO,
which says that almost a third of the ocean’s wild fishing
areas have been fished beyond sustainable limits.
The growth in fish farming has led to new issues—
salmon and shrimp, two of the most valuable seafood
products, have been affected by problems including
disease. Salmon prices hit record levels in 2016. The
FAO warned that the price rise was unlikely to reverse
even if supplies increased over the next two years.
(FT, 29.05.17)
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China Criticises Protectionism
Nearly 30 leaders from countries
ranging from Spain, to Turkey, Pakistan
and Russia were addressed by Xi
Jinping, on the second day of a forum
on the new Silk Road plan, convened
near the Great Wall.
The ‘One Belt, One Road initiative’
is intended to revive ancient trade
routes between Asia, Africa and Europe
which spans 65 countries and is
promised US$890bn by the China
Development Bank.
Xi Jinping stated that results needed
to be found, “through greater opened
and cooperation,” and that prohibitions
and protectionism should be rejected.
(ToI, 16.05.17)

Visa in Return for Investment
In the last decade, at least US$24bn
has been invested by people from China
all over the world, in return for
residence visas if the investments yield
sufficient returns in the home country.
The US has seen at least US$7.7bn of
this, and has issued over 40,000 visas
to investors, and their families.
The industry is only loosely
regulated, and fraud-ridden. In the US
alone, more than US$1bn in fraud cases
has been linked to the EB-5 visa
programme.
The trend is driven by China’s real
estate
boom,
which
allows
homeowners to sell at massive prices,

ECONOMIQUITY No. 2, 2017

The Future of Bitcoins

B

itcoins are a form of currency not under the auspices of any central bank. It is
predictably volatile: swinging from more than US$1,100 in late 2013 to less
than US$200 a year later. Currently, a transaction costs nearly US$4 in fees on
average and takes many hours to confirm. The current system is operating at its
limits.

www.rotabit.com

BRICS Rating Agency Gain Momentum
Long-brewing discontent at low
credit ratings from the three top global
ratings agencies prompted the BRICS to
propose an independent BRICS Rating
Agency. While China enjoys relatively
better treatment, South Africa has junk
and India has very low grade
investment ratings. India, for one, has
been calling for a ratings upgrade.
Now, plans seem to be gathering
pace with discussions being held with
the corporate sector and experts on
finding a suitable agency. There are
several constraints, as the agency must
be seen to be independent and credible,
with global, or at least regional,
reputability.
(BL, 04.05.17)

However, cryptocurrencies both embody innovation and are likely to give rise
to further innovation. They are experiments in themselves of how to maintain a
public database without anybody in particular being in charge.
Blockchains are a platform for innovation: Ethereum allows all kinds of projects
to raise funds by issuing tokens. On the other hand, worryingly, a crash in one
asset class could cause a wobble in the whole system, destroying investors.
(TE, 03.06.17)

and by quality of life concerns in the
rising middle class of China, who have
benefited economically but remain
frustrated by polluted cities, insecurity
of property and savings, and deficient
education for their children.
(FE, 16.05.17)

Ready for Patent Grants in 18 Months
The Indian government has set a
target of slashing the time taken for first
examination of patents to 18 months
by March 2018, from about 48 months
at present, Commerce & Industry
Minister Nirmala Sitharaman said.
This will bring down the time
required for grant of patents to about
two-and-a-half years from five-seven
years. The patent office is now clearing
about 4,000 applications a month,
which is less than the number of new
applications that are filed.
The Minister also took the chance
to reiterate that the country’s patent
laws were totally compliant with
international patent regulation, Trade
related Aspects of Intellectual Property

Rights (TRIPs), and it did not owe any
explanation to any country.
(BL, 27.04.17)

Peach Aviation to Accept Bitcoins
Peach Aviation is a low-cost
Japanese carrier owned by Japan’s
largest airline, ANA. It specialises in
flights to north-east Asia. It has become
Japan’s first airline to allow customers
to pay directly in bitcoin.
The announcement is intended to
have particular appeal for its younger
Chinese customers; a group it says is
comfortable with bitcoin use as well
as sensitive to movements in
traditional currency.
The Japanese government’s
regulation of bitcoins includes a new
licensing system for exchanges and
fund transfer companies is one of the
reasons behind a price spike that has
pushed the value of each bitcoin over
US$2,100. Authorities could use
regulations to raise the cost of bitcoin
dealing.
(FT, 23.05.17)
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The Price of Brexit
EU negotiator for Brexit, Michel
Barnier, insists on a ‘global settlement’
covering UK’s obligations to the EU.
Reimbursements would be staggered
over years, and may come as late as
2023 — this would include a shar of EU
assets, its normal budget rebate and
EU spending in the UK.
A hard-line group led by France and
Portland demanded that Britain not only
cover the legal commitments identified
by Barnier, but also normal budget
spending until 2020.
The UK has not even agreed to the
theory of an exit bill while Barnier
argues that the UK had made legally
binding financial commitments that it
must honour.
(FT, 04.05.17)
Global Oil Market Rebalancing
The International Energy Agency
(IEA), in its report, reported that the
global oil market is rebalancing and
the pace at which supply and demand
are falling into line is picking up, even
if inventories still fail to reflect the
impact of Organisation of the
Petroleum Exporting Countries (OPEC)
supply cuts.
Global oil supply fell by 140,000
barrels per day (bpd) in April to 96.17
million bpd, led by declines in nations
outside the OPEC, such as Canada. But
with strong production increases in the
US, Brazil and Kazakhstan, the IEA said
non-OPEC output would grow by
600,000 bpd in 2017.
OPEC will discuss an extension of
the deal it reached with some of its

major rivals, such as Russia, to cut oil
output by a joint 1.8 million bpd in the
first half of the year and force a
drawdown in global inventories.
(FE, 16.05.17)

Review of Bankruptcy Code in US
President Donald Trump has
ordered a review of Title II of DoddFrank, also known as the orderly
liquidation authority. The 2010 DoddFrank reforms are one of former
President Obama’s reforms, ending
rescues of ‘too big to fail’ banks by
giving regulators the authority to
liquidate institutions in crisis.
Opponents argue that this codifies
bailouts, as Title II created an orderly
liquidation fund that can make loans
to failing banks and pay their creditors.
At the time of introduction, there
was widespread agreement that US
bankruptcy laws of the time were
inadequate for large, complex financial
institutions, and Title II was passed by
bipartisan support with 93 senators in
support.
(FT, 22.04.17)
Trump will End Bank Rules
US President, Donald Trump, signed
an order in April, 2017 that led the way
to overhauling the fund set up in the
US’s Dodd-Frank reforms, which helps
regulators shut down failing banks. The
worry is that a repeal of this Title II
would leave bankruptcy as the only
resolution for crisis in the financial
sector.
Andrew Bailey, Head of Britain’s
Financial Conduct Authority; Mark

Carney, Governor of the Bank of
England, along with Villeroy de Galhau,
Governor of Banque de France, all
spoke of their concerns if Title II was
repealed.
Bailey warned of a possible global
crisis in confidence in how US would
deal with a banking crisis. Advocates
of the repeal argue that Title II
encourages recklessness in banking
proceedings and bailouts for ‘too big
to fail’ banks.
(FT, 24.04.17)
Global Economy Recovering
The Brookings Institution and the
Financial Times tracking index suggests
that growth has picked up sharply in
both advanced economies and
emerging markets in recent months. The
index for emerging market growth has
climbed to a level not seen since early
2013, after a disappointing
performance well below average in the
same period in 2016.
China and India appear to have
weathered recent rocky periods and
indicators for growth are back above
historic averages for both countries.
The IMF predicted in January that the
world economy would grow 3.4 per cent
in 2017.
Professor Eswar Prasad, an
economist at Brookings, sounds a
warning note that, “political ferment,
protectionist policies, and lack of
progress on the reform agenda in most
countries could hurt both the quality
and sustainability of growth.”
(FT, 17.04.17)

Brexit Negotiations with a Weakening May

2

7 EU governments approved the negotiating strategy
in less than 15 minutes at a Summit in Brussels.
Among the aims listed in the document are that the
British agree to pay a financial settlement before they
get to discuss a future trade deal and that any
transition comes with continued financial, regulatory
and legal ties.
UK will be asked to pay at least 40bn (US$44bn)
when it leaves and may face as much as 60bn,
Luxembourg Prime Minister Xavier Bettel said.
She appeared to accept that the UK would still need
some EU oversight and free movement of labour through
any post-Brexit transition and that any trade deal would
not be signed until after it’s left the bloc.
(BS, 29.04.17)
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Can the Belt and Road Initiative
resurrect a liberal international order?
David Vines*

China’s Belt and Road
Initiative (BRI) offers a huge
opportunity. It is true that
there are risks. Will China
be able to lead the global
liberalisation process now
that Washington has stepped
back? Will the BRI come to
look like the Marshall Plan?

I

t is clear that there will eventually be a huge amount of
money on the table for the BRI — current estimates suggest a
trillion dollars. China has also begun to create its own
instruments of economic cooperation, including the Asian
Infrastructure Investment Bank (AIIB). But will those who
are creating the BRI and the AIIB be able to work with RCEP
parties to create a framework of international cooperation
that benefits all?
There are two main risks. The first risk concerns China’s
own policy in developing the BRI. Although China has
described the initiative as inclusive and designed to create
mutual benefit, this may not turn out to be the case. The AIIB
may actually encourage those countries with which it carries
out investment to look inwards or back towards China.
The BRI might conceivably become no more than a
gigantic instrument of supply-chain management for China,
creating the kind of jobs that drive an enormous Chinese
production machine. These firms might pay low wages in the
BRI countries, and might confine the resulting value-added
to coastal China.
Opportunities to Trade
BRI countries need to be free to use their newfound
opportunities to trade and develop by engaging with the rest
of the world. What is also required is that China cooperate

*

with Washington to develop global technology, rather than
engage in a technological battle with the United States.
The second risk concerns the policies that other countries
have towards China. Many in Europe fear that China will use
the BRI in the way outlined above, or fear that the initiative
has long-term political and strategic implications for Europe
itself. They are suspicious that China will seek to create
political and economic dependencies among the poorer
eastern EU states, using its massive infrastructure
investments to exert political leverage.
These two risks go together. If the rest of the world refuses
to cooperate with China, then China may decide to use its
financial muscle in a way that only benefits itself.
A ‘win-win’ Outcome
A win-win outcome is possible. China is clearly new to
the game of international economic leadership and Chinese
leaders are only now beginning to learn how to act on the
world stage.
In this way, China is not unlike the US in the early 20th
century. Many in China want to lead well, for the benefit of
the global economic community and not just for the benefit
of China. It is up to the rest of the world to help show Chinese
policymakers how to do this.

Emeritus Fellow of Balliol College, Oxford, and a former Professor of Economics at Oxford University; excerpts from an article
appeared in the East Asia Forum on May 13, 2017
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Reasons to be cheerful, despite Trump
withdrawing from the Paris Agreement
Kabir Nanda* and Varad Pande**

The US has abdicated responsibility from the Paris
Climate Agreement. While this is a blow for the fight
against climate change, recent history suggests that
a new “G3” – the EU, China and India – can fill the
vacuum in leadership.
There are three reasons to be
hopeful:
1. US private sector and finance still
support renewables
The US is a leading source of
renewable energy technology and
finance, and is at the forefront of
research around emerging frontiers
such as energy storage. It has pledged
the largest amount to the Green Climate
Fund (US$3bn) of which US$1bn has
already been disbursed.
The rest of the contribution is now
threatened, which could be an
impediment to technology transfer to
the developing world. However the
American private sector is likely to step
up in its quest to reach global markets
and
push
towards
price
competitiveness as well.
On the financing side, the
increasing value of renewables may
mitigate the effect of any reductions to
the Green Climate Fund. For example,
2016 saw deals in many countries
where the cost of solar energy was well
below the cost of power from coal.
2. The US is no longer leading the way
There have been worries that the US
exit from the Paris Agreement will
trigger others to do the same. This is
unlikely as narratives have shifted
away from this being a zero-sum game,
towards being a goal that is worth
acting upon in national interest. A move
away from fossil fuels used to imply
losing global competitiveness, but now

the prices of renewable energy now
suggest otherwise.
Europe and the global south,
including rising powers India and
China remain vocally committed to the
Paris Agreement, fighting climate
change and adopting renewable energy.
The boom in renewable energy
investments in India, China, Japan, US
and EU countries have led renewable
prices to plummet; this is unlikely to
abate.
3. The new global leaders are making
progress
The EU is showing strong leadership
on climate change. Several European
countries have developed renewablefriendly policies; almost 90 per cent of
new capacity in Europe in 2016 came
from renewables. A strong private
sector has been expanding globally as
well.
The combined EU pledge to the
Green Climate Fund, at US$4.8bn, is
significant; however, financing flows
towards the global south will have to
increase, through the development
finance or private investment.
China has articulated its desire to
lead, and has backed it up
with domestic actions. This can be done
by including it as a core component to
its various bilateral project
development initiatives (such as in
Africa), as well as by leveraging
multilateral institutions such as the
New Development Bank and Asian
Infrastructure Investment Bank.

For India, a knowledge-rich and
resource-lite approach may be the most
feasible due to financial constraints. It
has been aggressively building
renewable capacity, and could well
exceed Paris targets – the draft National
Electricity Plan projects that 57 per cent
of electricity capacity will come from
non-fossil fuel sources by 2027,
compared to the Paris target of 40 per
cent by 2030.
This plan projects that no new coalbased power will be required; the recent
cancellation of coal-based power
projects back this up. India has also
pushed for a commercially sound policy
framework, exemplified by its auction
system.
One promising route is through the
International Solar Alliance hosted by
India), which will seek to promote
innovative policies, demonstration
projects, and capacity building
measures, as well as leverage financial
instruments to mobilise over US$1tn
investments by 2030.
While the American exit has been a
setback for the global fight against
climate change, India, China and EU
should view this as an opportunity to
lead. This will not, by itself, close the
gap to achieve the 2OC goal, but it could
flip the narrative and propel a virtuous
cycle of action by others. Supported by
a sound commercial argument, now is
the time for the new G3 to demonstrate
climate leadership.

* Senior Consultant and ** Partner at Dalberg; excerpts from an article appeared in The Guardian on June 19, 2017
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More Impetus on Renewable Energy
Recent report by IEA reveals only
one tenth of renewable energy
technology is ready to meet long-term
climate change commitments agreed by
member countries under the recently
signed Paris Climate Change Agreement,
as governments of developed and
developing countries have failed to
effectively support large-scale
technological deployment of various
renewable energy sources.
The report reveals that out of 26
assessed technologies only three
technologies-electric vehicles, energy
storage and matures variable
renewables are on track and have policy
support to meet climate targets.
It further noted that even though
renewable energy generation recorded
a growth by 30 per cent between 201015, with forecast of another 30 per cent
growth between 2015-20, but a growth
of 40 per cent between 2020-25 is
required to meet the pact targets to
reduce the CO2 emission levels by 2030.
(BL, 06.06.17)

GST on Solar Panels
The first notification of the Goods
and Services Tax (GST) placed solar
photovoltaics cells and panels under
the 18 per cent tax bracket whereas the
rate for coal has been lowered to five
per cent as against current rate of 11.69
per cent.
This move was criticised by many
solar developers apart from being seen
as a risky move by the Ministry of
Finance to undermine the ambitious
solar targets of India.
Following several suggestions and
criticisms, Revenue Secretary Hasmukh
Adhia clarified that the government has
now decided to levy a tax of flat five
percent on all solar equipments and its
parts.
(Reuters, 29.05.17 & FT, 23.05.17)
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India’s Renewable Energy Triumph
Ernst and Young (EY)’s renewable
energy country attractiveness index
ranks India as 2 nd most attractive
country after China for renewable
energy investment.
“This growth is in the context of the
government’s ambitious targets — 175
GW of renewables by 2022, with 40 per
cent installed capacity from
renewables by 2030 — and the dramatic
price falls in photovoltaic technology,”
EY said.
The company however noted that
solar developers in India have
significantly lowered down the tariff
rates of the supply power as a
competition to coal industry. EY is

concerned that such low tariffs raises
questions over the risks being taken by
the project developers.
It said falling bids tracked lower
technology costs and cheaper capital,
allowing developers to maintain
margins. But those margins were
already squeezed by competition about.
(BS, 16.05.17)

Market Economy Status to China
China has been fighting vigorously
and intensifying its lobbying to gain the
market economy status (MES) under the
WTO but its efforts have been blocked
by the US and EU from time to time.
If China is granted the MES status it
will be hard for countries to take
punitive action against it for its unfair
trade practices, such as dumping. EU’s
decision along with other trade body
members to block MES status for China
has raised questions on the country’s
reaction and the possible impact on its
commitments under the Paris Climate
Change deal.
Being irked over EU’s recent back out,
China has raised concerns regarding its
willingness to fully support the Paris
deal on emission reductions.
(FT, 13.06.17)

India Steadfast on its Paris
Commitments

P

rime Minister Narendra Modi maintained his position on India’s
commitments to climate change and its responsibilities under the Paris
pact to reduce the emissions intensities of its gross domestic product by 33-35
per cent by 2030 from 2005 levels in the recently held St Petersburg International
Economic Forum (SPIEF).
Even though President Donald Trump withdrew from the 2015 Paris climate
accord stating it to be draconian
and highly unfair to the US,
India’s position vis-a-vis US’s
withdrawal remains undeterred
as the country is steadfast to its
commitments and has taken
investments in renewable energy
as an article of faith.
India has already submitted
its
Intended
Nationally
Determined Contributors or
climate change commitments to
UNFCCC that also include a
narrative on its mitigation
measures like forgoing fossil fuel subsidies, increasing taxes on coal and
switching over to clean coal technologies.
(ET, 03.06.17)

www.i.guim.co.uk

US Traffic War on Solar Panels
Suniva, a broke Chinese-owned
manufacturer of solar cells and panels
based out of the US, has filed a
complaint in International Trade
Commission (ITC) to keep a check on
low priced imported solar panels and
cells that are creating market distortion
as a result of low priced foreign
competition.

The company has requested ITC to
consider its suggestion of imposing
higher traffics on imported solar
equipment and the commission is
reviewing this.
The Solar Energy Industries
Association has warned such tariffs
would drastically increase the cost of
production, specifically for the
modules and silicon cells, making solar
industry less competitive against other
(FT, 22.05.17)
energy sources.
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Cities to be 8OC
Hotter by 2100

A

recent study by the Institute

for Environmental Studies in

the Netherlands has warned that
some of the world’s cities may be
as much as 8OC warmer by 2100.
Although the projection is
based on the worst-case-scenario
assumption that emissions of
planet-warming greenhouse gases
continue to rise throughout the
21st century.

As per the report, the top quarter
of most populated cities, in this
scenario, could see the mercury
rise 7 degrees or more by end of
21st century. For some cities, nearly
5 degrees of the total would be
attributed to average global
warming.
The rest would be due to the
Urban Heat Island (UHI) effect,
which occurs when cooling parks,
dams and lakes are replaced by
heat-conducting concrete and
asphalt-making cities warmer
than their surroundings.
(ToI, 31.05.17)
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US to Expect Legal Action
As the US pulled out from the Paris
climate accord, the country may expect
some legal action against its
withdrawal from an internationally
bound agreement.
As per the provisions of the accord,
a country has to first wait three years
from the moment it was legally covered
by the pact before it can give written
notice of its intention to leave. Then it
would have to wait another year until
that notification takes effect.
Meanwhile, the country remains bounds
by the terms of the agreement.
Since the US withdrew from the
climate accord after being a party to it
in the Obama administration’s rule,
other countries in the agreement have
the right to take some countermeasures against US in response to
violation of an international law, even
though penalties or counter-measures
in such breaches are often difficult to
enforce.
(FT, 06.06.17)
US States Committed to Paris Accord
Even though Trump’s administration
pulled out of the Paris accord but 14
US states have formed a US Climate
Alliance that is committed to upholding
the pledges of the accord to cutting
emissions by 26-28 per cent from the
2005 levels.
Commenting on this initiative, Mark
Muro from Brookings said, “cannot
recoup all the momentum that might be
lost, but might make up for part of it”.
The states in this alliance have
agreed to work on issues such as energy
regulation and product standards,
creating harmonised rules for emission
reducing technologies, etc. (FT, 05.06.17)
Toxicity Levels Rises in Crops
A recent report by United Nations
Environment Programme (UNEP) have
highlighted that crops like wheat and
maize have been producing more toxin
levels as a measure to protect
themselves from weather extremities
because of climate change, thereby
putting in stake the health of humans
and animals.
The report noted that under normal
conditions, plants convert nitrates they
absorb into nutritious amino acids and

proteins but extended drought slows or
prevents this conversion, leading to
more potentially problematic nitrate
accumulating in the plant.
If people eat too much nitrate, it can
interfere with the ability of red blood
cells to transport oxygen in the body.
(ToI, 01.06.17)

US Back Out lead to Temperature Rise
UN
World
Metrological
Organisation (WMO) has noted that the
US back out from the Paris accord
commitments can lead to a temperature
rise by 0.3OC by the end of the 21st
century.
Though it was mentioned that this
projected figure is just an estimate as
there is no climate modelling that can
precisely estimate the exact extent of
increase in the temperature due to US’s
withdrawal.
The UN has described Trump’s
decision as a ‘major disappointment
for global efforts to reduce gas
emission and promote global security’.
Additionally on a positive note, Deon
Terblanche from WMO said, “This is an
additional 0.3OC on the warming and
this is probably not what will happen”.
(Reuters, 02.06.17)

World United for Climate Change Pact
Touting Trump’s move as a “big
mistake”, the rest of the world has
joined hands to uphold the
commitments to protect the “mother
earth” as per the 2015 Paris Climate
Accord.
In a meeting in Brussels, China and
the EU pledged full implementation of
the Paris deal. The countries committed
to cutting fossil fuels use, developing
more green technology and raising
funds to help poorer countries reduce
emissions.
Other big emitters including India,
France, Germany and Russia have
expressed their full commitments to the
deal irrespective of the US position.
France said it would work with
committed US states and cities to keep
up the fight against climate change,
while Germany’s powerful industry
association pointed that Trump’s move
will harm the global economy and lead
to market distortions. (Reuters, 02.06.17)
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Ending Child Labour in India Welcomed
India has given its official consent
to two International Labour
organisation (ILO) conventions on child
labour. It reaffirmed India’s
commitment to a child labour free
society. India is the 170th ILO member
state to ratify the convention number
138, which requires states to set a
minimum age under which no one shall
be admitted to employment or work in
any occupation, except for light work
and artistic performances.
India is also 181st member to ratify
convention Number 182, which calls for
the prohibition and elimination of the
worst forms of child labour, including
slavery, forced labour and trafficking;
the use of children in armed conflict;
the use of a child for prostitution,
pornography and in illicit activities
(such as drug trafficking); and
hazardous work.
(BL, 13.06.17)

China’s Quest for Artificial Intelligence
China is spending more on the
research related to Artificial
Intelligence (AI). There are plans to use
it to predict crimes, lend money, track
people on the country’s ubiquitous
closed circuit cameras, alleviate traffic
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US Allies Dismayed by ‘America First’
Trump’s ‘America First’ rhetoric
plays into a trend that was already
under way. A company such as 3M, the
American manufacturing powerhouse,
appeared until recently a beacon of
globalisation. It sells the Post-it note
and other famous products all over the
world. Certainly 60 per cent of its
revenues and 40 per cent of its
workforce sit outside American shores.
To understand this, take a look at a
survey of US companies conducted by
Boston Consulting Group. This survey

presented until recently that American
companies were busy building crossborder supply chains: in 2012, 30 per
cent said China was the most likely
destination for US company investment.
This does not mean people such as
Thulin, Liveris or Immelt are turning
their back on the globe; in a world of
‘localisation’, there is still incentive to
keep overseas production serving
overseas markets.
(FT, 02.06.17)
Fragile States Index
As per the Fragile States Index (FSI),
fragility is certainly not confined to
developing countries but also valid for
the developed world.
The FSI is an assessment of 178
countries based on 12 social,
economic, and political indicators that
quantify pressures experienced by
countries, and thus their susceptibility
to instability.
The developed countries that come
in the list of ten most worsened
countries in the year 2017 were: Japan,
Italy, South Korea, and Belgium with the
US not far behind as the 14 th most
worsened.
(BS, 17.05.17)

US President Cuts Foreign Aid

A

frica was facing a triangle of disaster in high youth unemployment, extreme
poverty and environmental degradation related to climate change. The President
of African Development Bank (AfDB) warned Trump after proposing a budget that
slashes foreign aid and cut the US contribution to the World Bank and other
multilateral development banks, such as AfDB, by US$650m annually.

www.bloximages.newyrk1.vio.townnews.com

Seven New Members Joined AIIB
Seven new members have joined the
Asian Infrastructure Investment Bank
(AIIB). The new member countries are
Bahrain, Bolivia, Chile, Cyprus, Greece,
Romania and Samoa. The membership
of the bank reaches to 77 member
countries till today.
The Bank aims to provide better
infrastructure to Asia and access to the
Asian markets to the Latin America,
particularly to Chile. The officials are
also thinking to invest in a transPacific optic fibre cable to improve
digital connectivity between Asia and
Latin America.
This cable would be considered a
part of ‘One Belt One Road Initiative’
and transform the Pacific Ocean into a
bridge between our regions. Other
investments could include tunnels and
highway across the Andes Mountains
and ports to link Latin and South
America to Asia. This institution is seen
as a rival to the World Bank and Asian
Development Bank.
(FE, 13.05.17)

jams, create self-guided missiles and
censor the internet.
Having already spent billions on
research programmes, China is
readying a new multi-billion-dollar
initiative to fund moon-shot projects,
startups and academic research, all
with the aim of growing China’s AI
capabilities.
China is spending more just as the
US cuts backs. Trump’s budget slashes
funding for a variety of government
agencies that have traditionally backed
(ET, 30.05.17)
AI research.

The President of the Bank said “everywhere you find this triangle of disaster
you always find terrorists. The development agenda must not be myopic. We
must, therefore, do everything to support Africa. We need more resources”.
The potential cut to US funding also comes at a time when some multilateral
institutions, including the World Bank, are running up against capital limits and
being forced to scale back lending.
(FT, 25.04.17)
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Beware of Effects of Low Growth
The benefits of weak growth have
accrued to the rich. The determined and
prolonged failure to deliver higher and
more comprehensive growth has
become a defining characteristic of the
last decade in advanced economies. The
harmful effects have extended well
beyond economics and finance to
include troublesome institutional,
political and social consequences.
For the last 10 years, the innovative
world has been stuck in a troubling low
growth equilibrium. Making matters
worse, the vast majority of the benefits
of this already too-low growth have
accrued to the rich, which is
deteriorating an alarming trifecta of
income and wealth disparities and
inequality.
Without higher and more inclusive
growth, the proposal is a fiscal nonstarter, an institutional critic,
politically infeasible and socially
destructive.
(ET, 26.05.17)
China Foot Soldiers of Globalisation
China is the World’s biggest exporter
of manufactured goods and selling
everything from bath fittings to

smartphones. As per China, no country
can compete with their record of
producing to high standards, year in
and year out.
As wages and hence production
costs have risen rapidly in China over
the past decade, manufacturers have
had to become even more nimble. They
have started using more industrial
robots, rolling out products more
quickly to meet the demand of fast
moving retailers such as Amazon, and
taking on more research and
development work.
In recent years, rising costs have
prompted a growing number of
manufacturers to shift some
production to countries with cheaper
wages such as Bangladesh, especially
labour-intensive products such as
shoes and garments.
(FT, 24.04.17)
China Pushes Fisheries to the Brink
China has a growing population as
well as appetite and to feed that
population the country depends on the
aquatic products. The Chinese
population is wealthy enough to buy
aquatic products but the consumption
habit of the Chinese has some far

India Launches South Asian Satellite

I

www.nation.com.pk

ndia’s space diplomacy took a giant stride with the successful launch of the
South Asia Satellite, a ‘gift’ to its neighbours that is aimed to provide the one and
half billion people of the region with better communication, weather forecasting,
telemedicine, and response to disaster management.

In a televised teleconference with Prime Minister Narendra Modi soon after
the launch, leaders of the six benefiting nations welcomed the gesture as a new
face of cooperation in space for common good of the neighbourhood.
The South Asia Satellite will help partner countries in effective communication,
better governance, better banking and education in remote areas, more foreseeable
weather forecasting and efficient resource mapping, linking people with top-end
medical services through telemedicine and speedy response to natural disasters,
Modi added.
(Mint, 06.05.17 & TH, 05.05.17)
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reaching concerns and is leaving the
nets of others empty.
Gradually, China’s growing armada
of distant-water fishing vessels is
heading to the waters of West Africa,
drawn by corruption and weak
enforcement by local governments.
The vast majority of the fish caught
by China’s distant-water fleet and by
some estimates, as many as two-thirds
of those boats engage in fishing that
breaks international or national laws.
(TH, 07.05.17)

Sub-Saharan Africa Growth up in 2017
The
sub-Saharan
African
economies will grow at more than 6 per
cent in 2017 but the rest of the continent
will drag growth back to 2.5 per cent.
In its annual economic outlook for the
continent, the IMF warned that the
modest rebound, from a dismal 1.5 per
cent in 2016 is driven largely by oneoff factors in the continent’s largest
economies.
Nigeria and Angola are projected to
grow in 2017 at only 0.8 and 1.3 per
cent respectively. South Africa, the
continent’s other big economy, is also
forecast to grow at just 0.8 per cent.
The fund advised, however, that some
economies, including those with higher
growth rates, risked edging towards
debt-financing problems.
Several other countries, including
Angola, Ghana, Kenya and Zambia, have
either tapped international capital
markets or borrowed heavily from
China.
(FT, 10.05.17)
UK Risks to Increase on Cutting Aid
The UK risks becoming increasingly
inward-looking if Brexit is combined
with reduced overseas spending, aid
groups have warned. Britain’s
forthcoming general election is an
opportunity to clarify the country’s role
in the world.
Inevitably, the focus will be on
Brexit. But, on the assumption that
Brexit will happen, it will force the UK
into a new global posture.
In development support, UK is a
global leader. It is the only member of
the group of seven high-income
countries to hit the aid target. According
to the OECD, the UK’s net disbursements
of bilateral aid amounted to US$18bn
in 2016.
(FT, 21.4.17)
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South Asian countries building connections
Prabir De*

T

he BBIN initiative, as such, has
emphasised building connectivity
from its beginning. Its vision involves
increasing trade and cooperation
within eastern South Asia, ensuring
faster movements of goods and people,
building sustainable development
through water resource management
and striving for climate protection.
Open Economics
BBIN countries have relatively open
economies and, with the exception of
Nepal, trade openness has been
consistently rising for two decades.
This trend has been influenced by recent
growth in the Indian economy and its
unilateral removal of tariffs and
sensitive list items for the least
developed countries in recent years.
Since a large part of BBIN’s trade is
India-centric, any improvements in
connectivity and trade facilitation with
India should improve the overall
competitiveness of BBIN and provide
better market access to the Indian
Market for Bangladesh, Bhutan and
Nepal.
But the reality is that BBIN countries
are yet to connect with each other
through a comprehensive trade
facilitation and connectivity measure
due to a number of logistical
handicaps. One of the most severe
barriers is that trade in the region
involves a high number of procedures
and documents in all three BBIN
*

corridors, requires multiple and
complex obligations and compliances
to product standards, and countries
have yet to align customs procedures
and recognise each other’s services. To
meet global, regional and sub-regional
obligations, BBIN countries need
enhanced trade facilitation measures.
The Motor Vehicles Agreement in Force
The Motor Vehicles Agreement
(MVA), signed by all four countries in
June 2015 to regulate passenger,
personal and cargo vehicular traffic, is
making some progress on this front.
India, Nepal and Bangladesh have
ratified the agreement, with only Bhutan
indicating that it is not yet ready.
Bangladesh, India and Nepal have as
such agreed to complete the formalities
required to implement the MVA.
Investments in hard infrastructure
such as roads, bridges and border
facilities must also be scaled up,
particularly in Bangladesh. The MVA has
identified 30 transport connectivity
projects into which US$8bn will be
channelled, and their implementation
in priority sectors should be done
expeditiously.
One advantage BBIN has is that by
starting late, it has learned from the
mistakes of other regional integration
initiatives. In the face of slow movements
in trade facilitation, rather than focusing
on the trade and investment agreements,
issues such as connectivity, water
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The Bangladesh, Bhutan, India and Nepal (BBIN)
sub-regional grouping has realised that narrowing
connectivity gaps is a must for facilitating regional
trade. Improved connectivity, which the South Asian
Association for Regional Cooperation (SAARC) is
only making slow progress on, is essential to
providing cheaper access to goods and services,
creating more jobs and ultimately helping to
alleviate poverty at a faster rate.

resources management and energy
have received increased attention.
BBIN’s outcomes are driven by
regular meetings of joint working
groups (JWGs), which include Water
Resources Management and Power/
Hydropower and Connectivity and
Transit. To date, three meetings of JWGs
have been held and the fourth JWGs
meeting is expected to be held in the
second half of 2017.
Potential Rail Agreement in Place
At the 3rd JWG meeting, parties
agreed to commence discussion on a
potential BBIN Rail Agreement drawing
on the draft SAARC Regional Rail
Agreement template. It was also agreed
that all four countries would give
priority attention to land ports/land
customs stations crucial for subregional trade and transit.
But the costs of non-cooperation
still threaten to damage the effort.
Greater involvement from states or
sub-national entities could produce an
irresistible inclusive trade–transport
arrangement, perhaps the most unique
in the world. Greater political will is
one of the most important tools for
steering BBIN in the right direction.
As a subset of SAARC as well as the
Bay of Bengal Initiative for MultiSectoral Technical and Economic
Cooperation (BIMSTEC), its multidimensional presence is crucial for the
success of broader regional integration.

Professor at the Research and Information System for Developing Countries (RIS), New Delhi; excerpts from an article appeared in
East Asia Forum on June 24, 2017
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ReguLetter
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he April-June 2017 issue of ReguLetter encapsulates ‘Towards effective Competition
Regimes in Africa’ in its cover story which states that African countries are gradually
waking up to the reality that a robust competition regime that regulates market failures
encourages businesses to become more competitive, increase innovation and widen
consumer choice. However challenges such as lack of finance, inadequate capacity,
overlapping of roles among regulatory authorities are prevalent.
A special feature by Phil Deeks considers three fundamental areas financial advice
firms should be focusing on to ensure they are on the front foot for embracing the UK
Financial Conduct Authority’s (FCA) increasing focus on competition.
Another article by Morne Van Der Merwe states that the perception of South Africa
as an entry point into the continent and as a destination for medium-to-low risk
developing market investment could be hit.
This newsletter can be accessed at: www.cuts-ccier.org/reguletter.htm

World Investment Report 2017
UNCTAD has just released its World Investment Report 2017. The Report:
• presents FDI trends and prospects at global, regional and national level,
as well as by sector;
• analyses the latest developments in national policy measures for
investment promotion, facilitation and regulation globally; and
• highlights the trends in investment treaties and investment dispute
settlement, and presents 10 options for further reform of the investment
treaty regime.
The 2017 edition, subtitled “Investment and the Digital Economy”,
investigates the internationalisation patterns of digital MNEs, as well as the
digitalisation effect on global companies across industries and on global
value chains. It also provides insights to policymakers on the effect of the
digital economy on investment policies and how investment policy can support
digital development.

We want to hear
from you…

The report can be accessed at:
http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf
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Please e-mail your
comments
and suggestions to
citee@cuts.org

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