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Time to Focus on Indo-US Bilateral Trade

I

*

Pradeep S Mehta, Secretary General and Bipul Chatterjee, Executive Director,
CUTS International; excerpts from an article appeared in Mint on May 07, 2018

www.counter-striketv

f we have to progress, we need markets for our goods and services and
access to big markets. Therefore, our policymakers have inter alia agreed
on the Indo-US “strategic partnership” to enhance bilateral trade from the
present volume of US$120bn a year to US$500bn. This can be done if both
explore comprehensive cooperation in areas such as defence and energy.
While Indo-US trade relations have shown some good progress in recent
years, they are still bogged down in a quagmire of issues on which there are
fundamental divergences of opinion. Two major issues are related to the
application of standards and intellectual property rights. As against counternarratives, they require the development of joint narratives. That will happen
if, and only if, both parties can overcome their biases and see the bigger
picture when it comes to the role that enhanced trade can play in fostering
security, particularly in the Indo-Pacific region.
The US has been sending signals that it is keen to explore a comprehensive
free trade agreement (FTA) with India. India is yet to react to such calls. It
appears that India Inc. is not interested in such a deal, as it is happy with the
market access it is already getting in the US, while continuing with its defensive
stand towards FTAs. As a result, our Union Commerce Ministry is hamstrung in
moving forward and the External Affairs Ministry is yet to properly appreciate the
role of trade agreements in furthering our foreign policy goals.
This is not to say that India and the US should immediately launch negotiations
for a comprehensive FTA. What is needed is regular structured dialogue on
contentious non-tariff issues bogging bilateral trade relations, which can then
result in a road map for such an agreement.
This is what came out clearly from a round of deliberations in Washington in
April 2018 when CUTS launched its sixth overseas centre. Witnessing an
overwhelming response from relevant stakeholders on both sides, senior officials
and industry representatives were unanimous in their conclusion that there is no
alternative to regular dialogue and joint studies on specific issues such as
standards, intellectual property rights, and customs cooperation, to narrow
differences.
It is no secret that the industry-military complex is a major backbone of the US
economy and that India is a major market for defence products. India is also keen
to diversify the sources of its defence products. Therefore, decisions by major US
defence firms, such as Lockheed-Martin to expand their production centres in
India is a welcome development.
Also, there is huge scope for trade and technology transfer in areas such as
coal, renewable energy and natural gas. Given India’s commitment to clean energy
and greater access to energy for its population, there is no doubt that it requires
enhanced cooperation with countries like the US to get modern technologies and
state-of-the-art equipment.
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International Trade Tensions: A Worry for Asia
Ramkishen S. Rajan* and Sasidaran Gopalan**

The uncertainty in the global trade
environment does not bode well for Asian
economies that are heavily dependent on
international trade and investment as a
means of sustained growth

B

etween 2002 and 2017, economic
growth in Asia averaged about six
per cent annually, outpacing the global
economy as a whole, which expanded
about 4 per cent on an average.
Consequently, Asia’s share of global
gross domestic product (GDP) rose from
25 per cent in 2002 to about 35 per cent
in 2017. While China and India are
important contributors to the region’s
dynamism, Indonesia and the rest of
South-East Asia have also grown rapidly
during the 15-year period. Asia’s share
of global exports spiked from about 29
per cent in 2002 to 38 per cent in 2017,
while its share of global imports
increased from about 22 per cent to 31
per cent during the period.
The most recent data from
International Monetary Fund’s World
Economic Outlook (April 2018)
suggests that Asia’s merchandise trade
continued to shrink in 2016, but
somewhat rebounded in 2017, although
the growth rate remains well below the
pre-crisis average.
The tepid recovery notwithstanding,
Asian economies should well be
concerned about a gradual erosion of a
rule-based multilateral trading system,
particularly given the tit-for-tat tariff
threats by the US and China.
The Donald Trump administration
announced the imposition of tariffs on
US$60bn worth of Chinese imports
under Section 301 of the Trade Act of
1974, primarily on aeronautical, energy
and technology-intensive areas. This
was in addition to the more general
tariffs imposed on washing machines,
solar panels, steel and aluminium
*
**
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imports on China and its other trading
partners. China, in turn, has threatened
retaliatory tariffs worth US$3bn of
goods from the US with 90 per cent in
food-related products and the rest in
steel tubes and aluminium products.

as Washington using its clout to
arbitrarily and unilaterally declaring
established trade practices as
unacceptable. Such trade threats make
it look as if “America believes in the law
of the jungle rather than the rule of law”.

Trade wars blame game
Both parties have a role to play in
the US-China and overall global trade
tensions. While China cannot be
considered a currency manipulator,
concerns abound about the continued
interventionist industrial policies by
the country to build national
champions with government funding
and its mercantilist strategy to secure
core technologies and develop
indigenous expertise in semiconductors
and related areas. This is part of its
“Made in China 2025” which aims to
develop world-class dominance in 10
domestic
tech-manufacturing
industries.
In so doing, China has been
criticised for being failed at times to
respect the World Trade Organisation
(WTO) agreements on Trade Related
Aspects of Intellectual Property Rights
(TRIPs) and Trade Related Aspects of
Investment Measures (TRIMs).
On the other hand, the Trump
administration has undertaken
aggressive unilateralism due to its
“diminished giant syndrome” à la
eminent trade scholar Jagdish Bhagwati
of Columbia University. As he had once
noted, the “protectionist retaliation”
from other countries failing to comply
with multilateral or bilateral
obligations is not as serious an issue

Implications for Asia
For now, the global trade environment
will be much less buoyant and much more
uncertain than it was in the past. This
does not bode well for Asian economies,
particularly those, which are heavily
dependent on international trade and
investment as a means of sustained
growth. With Trump’s “America First”
economic platform, the administration’s
preference for bilateral agreements over
multilateral ones as a means of
promoting “fair trade”, as well as its
willingness to use unilateral sanctions
rather than work through the WTO to
manage its trade concerns (fair,
reciprocal trade), there is a clear
vacuum in global trade leadership.
China could potentially take on that
mantle, but to be viewed as being a
credible champion of a rules-based
international economic order, it must
eschew some of its own mercantilist and
predatory behaviour and begin to better
respect intellectual property rights
(IPRs). A Trans-Pacific trade war would
not be to anyone’s benefit.
For the rest of Asia, it is critical that
they reaffirm the importance of an open,
transparent
and
rules-based
multilateral trading system, while
pushing forward with greater intraregional trade initiatives that are of
mutual benefit.
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Trade Winds
EU to Sway US on Nuclear Deal
European leaders are exploring
further sanctions on Iran over its
ballistic missile programme and
regional meddling, as well as more
extensive inspection of its atomic sites
as they try to dissuade the US from
abandoning a nuclear deal between
world powers and Tehran.
Emmanuel Macron, French
President, and Angela Merkel,
Germany’s Chancellor, are expected to
visit US to urge President Donald Trump
to stick with an accord he has
threatened to withdraw.
The US is still looking for tougher
measures on Iran’s ballistic missile
programme and regional role, “This is
where we are hoping for real
contributions, and we will see if we get
across the finish line right there,” the
US official said.
(FT, 24.04.18)
Qatar Bans Imports from Neighbours
Qatar has banned products
imported from the four Arab neighbours
that a year ago imposed a regional
embargo on the gas-rich state, in a
retaliatory move against its rivals. A
circular issued by the Economic
Ministry ordered stores to stop selling
all products imported from Saudi
Arabia, the UAE, Bahrain and Egypt.
A government statement said the
ban was ‘to protect the safety of
consumers in the state of Qatar and to
combat improper trafficking of goods’.
Along with it Qatar has opened the

country’s entire real estate sector to
overseas buyers and said it would allow
foreigners to own companies fully,
rather than having to hold a minority
stake with a local partner.
(FT, 28.05.18)

Germany Warns on EU-US Trade
Germany’s Economic Minister
warned that Europe’s recovery and
relations with the US were at stake as
EU governments sparred over how to
respond to US’s threat to impose punitive
steel tariffs.
A temporary EU exemption from the
US tariffs expired on June 01, 2018. US
has not said what might happen after
that date but has made it clear that a
permanent exemption would only be
granted if the EU tackled what Trump sees
as unfair restrictions on US exports.
However, Trump administration has
proposed the EU’s Trade Commissioner,
that either the EU should cut steel
exports into the US market by 10 per
cent or alternatively that the US would
apply a quota, meaning that exports
above a certain level would be hit by
the tariffs.
(FT, 23.05.18)
Africa FTA Raises Hopes
Across Africa poor logistics,
bureaucratic bottlenecks, decaying
infrastructure and corruption are
blamed for stymieing trade across the
continent’s borders.
The hope is that such issues will
soon be consigned to history following

the signing of a landmark continentwide free trade agreement (FTA). The
African Continental Free Trade Area,
which was signed by 44 African leaders,
aims to reduce 90 per cent of tariffs to
zero from the current average of 6.1 per
cent.
“We now have the construction for
meaningful intercontinental trade,”
Nana Akufo-Addo, Ghana’s President,
said after the deal was signed. “An
increase in trade is the surest way to
develop fruitful relations between our
countries, enhance development and
attain prosperity.”
(FT, 11.04.18)
US Tears into China at WTO
China has been at the crosshairs of
US for quite some time now. The reasons
are too many. Inch-by-inch gobbling of
sprawling South China Sea, growing
trade deficit with US, unfair trade
practices, currency manipulation, theft
of US intellectual property; you name
anything and China could be on the
defending side.
China flatly denies US accusations,
and the widely held perception that it
trades unfairly by subsidising steel
production and coercing foreign firms
to transfer technology to Chinese
competitors.
Rather in a counter accusation
move, it blames Trump for endangering
the WTO system by acting recklessly and
unilaterally. US-China trade talks
resumed after earlier abortive attempt
to reach an agreement. (NDTB, 05.06.18)

India-South Korea Cut Trade Surpluses with US

A
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s US President Donald Trump railed against a growing
trade deficit in 2017, two countries in Asia quietly cut
their bilateral surpluses with US.
Data from the Korea International Trade Association
shows that South Korea has ended up more than doubling
its purchases of US semiconductor manufacturing
machinery in 2017 to US$6bn, while imports of liquefied
natural gas soared to US$806mn from only US$11mn in
2016.
Meanwhile, South Korea’s exports of cars and parts to
the US declined by 6 and 16 per cent respectively, in 2017.
The result was that South Korea’s surplus in goods trade
with the US tumbled by 23 per cent in 2017 from 2016 to
US$18bn, according to South Korean data.
India has cut its goods-trade surplus with the US as
well by 6.1 per cent to US$22.9bn. India’s Commerce

Ministry data shows that India’s imports of aircraft and
parts from the US were more than doubled in fiscal 2017 to
US$4.24bn.
(Mint, 05.04.18)
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Trade Winds

Hardest Hit by Protectionism

A

US Companies Impacted More
While the US tariffs threatened
everything from vinyl records to aircraft
parts, China has answered with higher
taxes on US exports including
cranberries, durum wheat and yellow
soyabeans.
Trump’s trade team will arrive in
China hoping to back the powers out of
the deepening dispute as the
implications become clearer.
One such, S&P has warned, is that
US-listed industrial, energy and
financial companies have seen a
greater impact from the proposed tariffs
than Chinese groups.
US companies are the biggest losers
in Donald Trump’s trade war with China,
with the likes of Tesla, Texas Instruments
and Peabody Energy facing greater
credit risks than Chinese peers after the
exchange of fire between the world’s two
largest economies.
(FT, 03.05.18)
Iran Warns US on Nuclear Deal Exit
Iran’s President Hassan Rouhani
has warned Donald Trump that he would
be making a ‘historic’ mistake if the US
were to withdraw from a global nuclear
deal with Tehran, as the UK Foreign
Secretary flew to US to help save the
deal.
Rouhani said that Iran had ‘plans
to resist any decision by Trump on the
nuclear accord’. He said if the US pulled
out of the deal, it would ‘soon realise
that this decision will become a historic
regret for them’.
Boris Johnson, UK’s Foreign Minister,
is the third senior representative of the

4

so-called E3 — the European powers of
Britain, France and Germany — to urge
the Trump administration to stick to the
deal, which global powers agreed in
2015 to ease sanctions on Tehran in
exchange for Iran limiting its nuclear
ambitions.
(IE, 07.05.18)
IPR Violations
The Donald Trump government in the
US has taken a number of trade related
measures against its trading partners,
including China and India, which have
undermined the multilateral ruledbased regime of the WTO.
Besides India, seven other countries
criticised the US move proposing
sanctions against China without going
through a dispute settlement process.
These include the EU, Russia, Pakistan,
Norway, Brazil, Hong Kong, Chinese
Taipei and Japan.
“The unilateral nature of Section 301
is being revived and is now challenging
the foundation of the rules-based
multilateral trading system. It is time
for members to join together to take
actions against the unilateralism and
protectionism manifested in the US
conduct,” China said in its submission
to the DSB.
(BL, 03.05.18)
Food Security Partnership
India and the UAE are hoping to put
in place a food security partnership
during Foreign Minister Sheikh
Abdullah bin Zayed Al Nahyan’s visit.
The said partnership envisages storage
farms in Maharashtra, Gujarat and
Madhya Pradesh to store excess

China Daily

mong the largest economies in the G-20 group, China, the
US and India have been hit the hardest by protectionist
measures in 2017, according to data from the Global Trade
Alerts (GTA) database.
According to the database, the US imposed the most number
of trade restrictions in 2017. Although most US trade
interventions were directed against China in 2017, the GTA
database shows that India was also a top target of those
interventions.
The data suggests that the coming months are not going to
be easy for India’s trade officials and export-dependent firms.
Services sectors such as IT may be among the hardest hit.
India’s trade surplus in services is already under pressure.
Rise in protectionism will crimp the services trade surplus even
further.
(Mint, 09.04.18)

agriculture produce for supply to
markets in the Arab state.
As part of the partnership, the states
will also grow produce dedicated for
the UAE markets, said people with
knowledge of the matter. Ensuring food
security remains an area of high priority
for the two sides whose partnership has
been on the upswing since 2015.
The Indian government has also
welcomed a proposal from the UAE side
for establishing food security parks,
including through the creation of highquality food processing infrastructure,
integrated cold chains, value addition,
preservation technology, packaging of
food products and marketing.
(ET, 25.06.18)

German Carmakers Fears Damage
As an export-driven economy
heavily reliant on open borders and free
trade, Germany has watched the tit-fortat conflict between US and China with
growing alarm.
The fear is that the tariffs threatened
by the US and Chinese governments, if
imposed, will have a massively
disruptive effect on the entire complex
web of global value chains, harming
other nations not directly involved in
the trade war.
One particularly vulnerable sector is
cars, a pillar of the German economy. For
example, BMW and Mercedes parent
Daimler would be highly exposed to any
Chinese import tariff on US cars because
they are the largest vehicle exporters
from the US by value and China is their
number one market.
(FT, 06.04.18)
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Trade Winds
US Tariff on Chinese Televisions
China’s TCL Corporation has seen its
fast-growing US sales put under new
pressure by US’s vow to levy a 25 per
cent tariff on imports of flatscreen
televisions from China.
The tariff came after TCL’s US$50mn
deal for a business owned by US network
hardware maker Inseego was blocked
by the Committee on Foreign Investment
in the US on national security grounds.
China exported 23 million TV sets
to the US in 2017, accounting for about
a third of its total TV exports, according
to consultancy Sigmaintell. Chinese
brands TCL and Hisense are most
vulnerable to tariffs because the US
accounts for a relatively large share of
their sales; such companies could
expand production in Mexico to avoid
duties.
(FT, 08.04.18)
Japan’s Response to Trump Steel Tariffs
Japan has opted for a low-key
response to Donald Trump’s tariffs on
steel because Japanese mills believe US
rivals cannot make the high-grade
metals they export.
The lack of retaliatory threats from
Japan, despite anger and frustration at
the US President’s decision to target a
close ally, reflects confidence that
many of the country’s steel exports can
win product-by-product exemptions
from the tariffs.
Japan’s calculated response
highlights its determination to keep
good relations with Trump and the
difficulty of using tariffs as a tool to
force trade concessions when so many
US industries rely on imports.

A Commerce Ministry official
speaking under condition of anonymity
said India defended the import
restrictions as they are compliant with
WTO rules. “However, India promised
to notify the quota allocations and
procedures for 2018 and 2019 soon for
the benefit of other countries,” the
(Mint, 02.05.18)
official said.

China also asked that US should
treat Chinese investment equally in its
national security reviews and stop
issuing any new restrictions on
investments. China also demands that
US terminate its Section 301
intellectual property probe and not
implement 25 per cent tariff as part of
that probe.
(FT, 05.05.18)

China to Cut Trade Deficit
The Trump administration has
asked China to reduce its trade deficit
with the US by US$200bn by the end of
2020. The four-page list from the U.S.
side included demands that China
immediately stop providing subsidies
to industries listed in a key industrial
plan.
The list also includes a demand that
China end some of its policies related
to technology transfers, a key source
of tension underlying the dispute.
According to sources, China offered to
buy more US goose and lower tariff on
some goods including cars as part of
the negotiations to resolve an
escalating trade dispute.

China to Buy More US Products
China will ‘significantly increase
purchases’ of US goods, the White
House said as China’s special envoy in
US declared a trade war has been
averted between the world’s two largest
economies.
Liu said both sides agreed to stop
‘slapping tariffs’ on each other and
called his visit ‘positive, pragmatic,
constructive and productive’.
The statement did not mention
additional US demands, including a halt
to subsidies and other government
support for the ‘Made in China 2025’
plan that targets strategic industries
from robotics to new-energy vehicles.
(Mint, 21.05.18)

4.4% Growth in Global Trade Volume

T

he WTO has forecasted a strong growth in global trade in 2018 but warned
protectionist measures could undermine flows. It sees a 4.4 per cent volume
growth in global trade in 2018 followed by a four per cent rise in 2019 as it said
uncertainties were on the rise.

(FT, 06.04.18)
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Concerns over India’s Imports of Pulses
India capped imports of green gram
(moong) and black matpe (urad) at
300,000 tonnes and that of pigeon peas
(arhar) at 200,000 tonnes in August in
the wake of domestic harvest and
concerns over the slump in prices of
traditional pulses.
The issue came up in a April meeting
of the Committee on Import Licencing
at the WTO with countries alleging that
quantitative restrictions by India on
import of pulses distort global prices
and put the future of farmers across
many countries in peril.

However, the US and China have announced tit-for-tat tariffs in fast escalating
trade dispute that is feared could spiral into a global trade war.
The WTO warned increased use of restrictive trade policy measures and
uncertainty they bring to businesses and consumers could produce cycles of
retaliation that would weigh heavily on global trade and output.
(ET, 13.04.18)
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Economic Issues
Sub-Saharan Africa’s Debt Crisis
Sub-Saharan Africa is slipping into
a new debt crisis, with 40 per cent of
the region’s countries now at high risk
of debt distress — double the
proportion of five years ago.
With the number of countries
already unable to service their debts
doubling in the past year to eight,
officials at the International Monetary
Fund (IMF) are urging all African
countries to raise taxes to provide more
scope for paying interest, which has
increased to levels last experienced at
the start of the century.
Chad, South Sudan, the Republic of
Congo and Mozambique moved
into “debt distress” in 2017, the IMF
said, which means they have defaulted
or cannot service their debts.
(FT, 20.04.18)

IMF Warns China on Silk Road Spree
IMF Managing Director, Christine
Lagarde, urged China to prevent its ‘Belt
and Road’ infrastructure plan from
becoming a boondoggle that drives up
debt in the region. “The first challenge
is ensuring that Belt and Road only
travels where it is needed”, Lagarde
said.

China has been ramping up its Belt
and Road initiative which would build
a modern day Silk Road from Asia to
Africa and Europe. Since President Xi
Jinping announced the project about
five years ago, billions of dollars of
Chinese investment has been committed
to build railways, roads, ports and
power plants.
Xi has touted the plan as a way to
foster economic integration. But critics
question the project’s financial
viability and worry about China’s push
to spread its influence in the west.
(DNA, 13.04.18)

Crude Oil Price Surpasses US$70
US oil prices rose above US$70 a
barrel for the first time since November
2014 and Brent crude climbed to fresh
highs, buoyed as a deepening economic
crisis in Venezuela threatened the
country’s already tumbling oil supply.
Brent crude oil futures were at
US$75.59 per barrel at 0546 GMT, up
72 cents, or 1 per cent, from their last
close after climbing to US$75.89 a
barrel earlier in the session, their
highest since November 2014.
US West Texas Intermediate (WTI)
crude futures rose 62 cents, or 0.9 per

High Oil Prices Hit Indian Economy

I

ndia’s inflation and current account deficit could widen significantly if high
crude oil prices persist, the United Nations Economic and Social Commission
for Asia and the Pacific (UNESCAP) said in a report.
An increase in the oil price by US$10 per barrel would bring down gross
domestic product (GDP) growth by 0.2-0.3 percentage point, quicken inflation

www.cartoonistsatish.com

by about 1.7 percentage points and worsen the current account balance by
about US$9-US$10bn.
An UBS survey of 50 investors released raised similar concerns, holding
that though India’s economic growth will gather momentum in FY19, macro
stability risks on inflation, current account and fiscal deficit may widen.
The UNESCAP report said the recently introduced goods and services tax
(GST), as well as weak corporate and bank balance sheets, resulted in modest
economic growth, but signs of recovery emerged in the second half of the fiscal
year.
(Mint, 09.05.18)
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cent, to US$70.34 per barrel, up 66 cents
from their last settlement. It was the first
time since November 2014 that WTI rose
above US$70 per barrel.
Analysts warned that the deepening
economic crisis in major oil exporter
Venezuela threatened to further crimp
its production and exports.
(FT, 24.03.18 & 05.05.18)

Responsible Pricing for Oil
A global consensus on ‘responsible
pricing’ in the backdrop of rising global
oil prices after the Organization of the
Petroleum Exporting Countries (Opec)
and Russia cut supplies.
Inaugurating the 16th International
Energy Forum Ministerial (IEF-16),
Prime Minister Narendra Modi said,
“We need more responsible pricing
which balances the interests of the
producers and consumers”.
India’s worry over crude oil prices
stems from its energy needs being
primarily met through imports, with the
country importing 214 million tonnes
of crude oil in 2016-17. Extreme
volatility has marked crude oil prices,
hitting a record US$147 per barrel in
July 2009.
(Mint & ET, 12.04.18)
China asks for Reciprocal Benefits
China’s push to open up its financial
sector to foreign banks and financial
institutions will be based on the
principle of reciprocity and will not
reward protectionism by other
countries.
China wants to accelerate the
process of opening up, but countries
afraid of exposing their own financial
sectors to competition would not
benefit, Chen Wenhui, Vice-chairman,
China Banking and Insurance
Regulatory Commission (CBIRC), told a
forum.
Chen said some countries have
imposed restrictions on the overseas
expansion of Chinese financial
institutions, partly because their own
banks were unable to operate freely in
China.
China has been put under
heightened pressure by the US over
access to its markets, and has promised
to allow foreign investors to enter into
trust, financial leasing and auto and
consumer financing by the end of this
year.
(Reuters, 20.05.18)
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(Bloomberg, 29.05.18)

Genes and Economic Inequality
Economic inequality may in part be
driven by genetic factors, argues a new
National Bureau of Economic Research
(NBER) working paper by Daniel Barth
of the University of Southern California
and co-authors. The authors show that
genes related to educational attainment
can explain variations in the wealth of
retired Americans.
The authors used an existing
database of more than a million
persons that links educational
attainment with specific genes and then
use that relationship to rank the genes
of a different sample of people to arrive
at their results.
The authors write that their findings
should be seen as ‘preliminary evidence
that genetic endowments related to
human capital accumulation are
associated with wealth not only through
educational attainment and labour
income, but also through a facility with
complex financial decision-making’.
(Mint, 02.06.18)

G-20’s GDP and Populist Parties
In the Group of 20, just 32 per cent
of GDP is controlled by mainstream
democratic parties, down from 83 per
cent in 2007, according to Tom Orlik at
Bloomberg Economics. Over the same
ECONOMIQUITY No. 2, 2018

India-China Contribute to Global Growth

C

hina and India – Asia’s first and third largest economies, respectively –
should aim for ‘growth-friendly’ fiscal consolidation to promote
sustainable, inclusive growth while enhancing resilience as the two countries
together contribute 45 per cent to global growth, the International Monetary
Fund (IMF) said.
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Top Economists Meet in Sweden
The talk was all about crises – both
past and future – as some of the world’s
leading economists gathered at a
conference. While former Federal
Reserve Chair Ben S. Bernanke and
University of California at Berkeley
Professor Barry Eichengreen used
presentations at a Nobel Symposium in
Stockholm to address the implications
and effects of past financial turbulence,
others cast a wary eye on the next
episode.
Former Reserve Bank of India
Governor Raghuram Rajan called for
tighter oversight over shadow banking,
financial technology and emerging
markets. There is a tendency to underregulate before a crisis and then overdo
it in the aftermath, he said.
The warnings come as policymakers
insist that a global low-inflation
economic expansion is still intact
despite some weakness to start 2018.

IMF has projected India’s growth to recover to 7.4 per cent in 2018-19 from
an estimated 6.7 per cent in 2017-18, a tad higher than 6.6 per cent estimated
by government’s statistics body, thus “making India once again one of the
region’s fastest-growing economies”
IMF said India’s medium-term growth prospects remain positive, benefiting
from key structural reforms, including the GST reform.
(Mint, 10.05.18)
period, the power of populist parties’
has surged to 41 per cent of GDP from 4
per cent.
At the heart of the rise of populism
and authoritarianism is a failure by
Western democracies to manage the
forces unleashed by globalisation and
technology. The specific catalyst was the
2008 global financial crisis and the
high unemployment that followed, which
reflected the policy failures of
mainstream parties.
Populist parties – which claim to
defend the common man against corrupt
elites, offering common-sense
solutions to complex policy debates,
and national unity above cosmopolitan
inclusion – have risen into the vacuum
created by the financial crisis.
(Bloomberg, 06.06.18)

BRICS Bank to Boost Lending
The New Development Bank (NDB),
set up by the BRICS group of major
emerging economies, wants loans to the
private sector to eventually take up a
30 per cent share of its project portfolio.
Zhu Xian, the NDB’s Chief Operating
Officer said that the bank was targeting
an overall 70-30 split between sovereign
and non-sovereign loans in its project
portfolio, and was seeing strong
demand for private sector loans

especially in Brazil, South Africa and
Russia.
The Shanghai-based bank approved
six new projects which brought its loan
portfolio up to over US$5.1bn across
21 projects. Two of these were nonsovereign loans, which are issued to
companies without a government
guarantee.
(Reuters, 29.05.18)
Samsung Loses Patent War to Apple
After nearly five days of
deliberations, a US jury said Samsung
Electronics Co. Ltd should pay
US$539mn to Apple Inc. for copying
patented smartphone features,
according to court documents, bringing
a years-long feud between the
technology companies into its final
stages.
The world’s top smartphone rivals
have been in court over patents since
2011, when Apple filed a lawsuit
alleging Samsung’s smartphones and
tablets ‘slavishly’ copied its products.
Samsung previously paid Apple
US$399mn to compensate it for
infringement of some of the patents at
issue in the case. Because of that credit,
if the verdict is upheld on appeal
Samsung will have to make an
additional payment to Apple of nearly
US$140mn.
(Mint, 26.05.18)
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Economic Issues
Global Economic Policy Conundrum
Policy uncertainty is rearing its
head again. The Global Economic Policy
Uncertainty Index spiked to 172.56 in
May, the highest level seen so far in this
calendar year. This came ahead of
several global events in June.
Among the important events that led
to a rise in the index was the meeting
between US President Donald Trump and
North Korea’s Kim Jong-un.
The threat of a global trade war
between the US and other economies
still looms. The focus has now shifted
to three important central banks. The
US Federal Reserve’s two-day policy
meeting is under way and an interest
rate hike is widely anticipated.
(Mint, 14.06.18)

‘Bitcoin’ holds US$37.5bn of Cryptocurrency
A mysterious cluster of 1600
investors, known as ‘bitcoin whales’
collectively hold US$37.5bn of the
cryptocurrency, or close to a third of
the available total.
Data from blockchain research
company Chainanalysis showed that
there were some 1600 bitcoin “wallets”,
the digital stores held by individual
users, containing at least 1000 bitcoins

each. That the bitcoin market is so
tightly held stands at odds with bitcoin’s
mission to democratise finance by
setting up an alternative monetary
system free of central bank control and
open to all.
Bitcoin, the most popular
cryptocurrency, enjoyed a dramatic bull
run in 2017 as retail investors rushed
to try to cash in on its rise.
(FT, 09.06.18)

Industrial Robot Sales Increase
Global sales of industrial robots
reached the new record of 387,000 units
in 2017. That is an increase of 31 per
cent compared to the previous year
(2016: 294,300 units). China saw the
largest growth in demand for industrial
robots, up 58 per cent.
Sales in the US increased by 6 per
cent – in Germany by 8 per cent
compared to the previous year. These
are the initial findings of the World
Robotics Report 2018, published by the
International Federation of Robotics
(IFR).
Broken down by industry, the
automotive industry continues to lead
global demand for industrial robots: In
2017, around 125,500 units were sold

in this segment - equivalent to growth
of 21 per cent.
In terms of sales volume, Asia has
the strongest individual markets: China
installed around 138,000 industrial
robots in 2017, followed by Japan with
around 46,000 units and South Korea
with around 40,000 units. (IFR, 20.06.18)
Germany Falters Over Tech Tax
Germany has cooled on ambitious
EU plans for a turnover tax that hits big
US digital companies, dealing a blow to
a flagship policy championed by French
president Emmanuel Macron. Hours
after the European Commission
unveiled its proposals for a pan-EU tax
to raise €5bn annually, Berlin qualified
its initial support for the idea, expressing
scepticism about the principle of a
narrow levy targeting digital earnings.
The Franco-German differences
emerged as EU leaders prepared for a
summit in Brussels, where the digital
tax will be discussed in parallel to the
EU’s response to US President Donald
Trump’s planned steel tariffs.
Germany is reluctant to cause more
ructions between the EU and the US at a
time when Europe is fretting about
Trump’s protectionist approach, and
fears the outbreak of a global trade war.
(FT, 22.03.18)

World Debt Hit US$164tn

T

he world’s debt load has ballooned to a record US$164tn, a trend that could
make it harder for countries to respond to the next recession and pay off debts
if financing conditions tighten, the IMF said.
Global public and private debt swelled to 225 per cent of global GDP in 2016.
The previous peak was in 2009, according to the US based fund. The global debt

Paresh Cartoons

burden clouded the IMF’s otherwise upbeat outlook of the world economy, which
is in its strongest upswing since 2011.
The fund forecast expansion of 3.9 per cent in 2018 and 2019, while saying in
subsequent years the global economy could be impacted by tighter monetary
(Bloomberg, 21/04/18)
policy and the fading effects of US fiscal stimulus.
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Credit Rating Agency for BRICS
India has pressed the BRICS nations
to set up an independent rating agency
for the five member group. The first
meeting of the BRICS Finance ministers
and Central Bank Governors was held
on the sidelines of the IMF/World Bank
Spring meeting.
India had first mooted the idea of
having such an agency for the BRICS
grouping to solve impediments for the
emerging market economies posed by
the present credit rating agency market
that is dominated by S&P, Moody’s and
Fitch. These three western rating
agencies hold over 90 per cent of the
sovereign ratings market.
Representing India in the meeting,
Economic Affairs Secretary Subhash
Chandra Garg sought the support of
presidency in building consensus
amongst the BRICS membership on the
BRICS Rating Agency proposal.
(IE, 20.04.18)
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World Economic Growth is Slowing. Don’t Worry – Yet
The most immediate
risk is a trade war, not

I

n 2017 the global economy broke out
of a rut. It grew by 3.8 per cent, the
fastest pace since 2011. Global trade
growth rose to 4.9 per cent, also the
fastest rate since 2011. Emergingmarket currencies appreciated against
the dollar, keeping inflation low and
debts affordable. Financial markets
wobbled in February, but only after
reaching all-time highs. In April the IMF
said that the global economic upswing
had become “broader and stronger”.
Since then that healthy glow has
begun to fade. First, economic surveys
in Europe took a turn for the worse.
Then the rest of the world seemed to
catch the same cold. In the first quarter
America’s growth slowed to 2.3 per cent,
annualised, from close to 3 per cent in
the preceding six months. At the same
time, Japan’s economy shrank by 0.6 per
cent, ending a growth spurt sustained
since the start of 2016. Investors have
begun to wonder if the period of global
exuberance is over. Even policymakers
in China, which has seemed relatively
immune to the slowdown, have taken
note of weakening domestic demand. In
mid-April they loosened monetary
policy slightly by allowing banks to
hold fewer reserves.
Meanwhile, the slow upward march
of American bond yields — the result of
expectations of higher inflation and
interest rates — has turned the screw on
emerging-market currencies, which have
fallen by 5.4 per cent since the start of
April. A run on the peso has forced
Argentina to ask for an IMF bail-out and
raise interest rates to 40 per cent. The
Turkish lira has also taken a beating, in

part because the president, Recep Tayyip
Erdogan, says that low interest rates
reduce inflation.
Worldwide economic growth
The world growth has clearly
slowed, but it remains strong. Surveys
of activity in China, America and Europe
are higher than they have been 83 per
cent of the time over the past decade,
according to UBS, a bank. America’s
economy often seems to slow early in
the year, only to rebound, a
phenomenon dubbed “residual
seasonality”. Strong retail sales and
high consumer confidence suggest that
if a downturn is coming, Americans have
missed the memo.
In a way, however, that is part of the
problem. Demand is piling up where it
is least needed. American core inflation,
which excludes volatile food and energy
prices, is now 1.9 per cent, according to
the Federal Reserve’s preferred
measure. That is only just below the
central bank’s target. And the economy
has yet to feel the full impact of the tax
cuts and spending rises President
Donald Trump recently signed into law.
Outside America, however, inflation
is falling short almost everywhere. In
the euro zone it is only 1.2 per cent, no
higher than at the end of 2016. The Bank
of Japan recently abandoned its pledge
to raise inflation to 2 per cent by fiscal
year 2019 — a target it had already
postponed six times. Inflation in most
emerging markets has been subdued,
too. Even in Brexit Britain, where a big
fall in the pound pushed inflation well
above the 2 per cent target in 2017, it

The Economist

a turn in the cycle

has tumbled more quickly than
expected.
US’s impact on the world economy
In theory, the world economy would
be better off if this demand were spread
around. Unfortunately, the mechanism
that could achieve that is a dangerous
one: a stronger dollar. In theory a rising
greenback should allow Americans to
buy more imports, stimulating foreign
economies. In practice a rising dollar
can play havoc with emerging markets
that have dollar debts. And because so
much trade is invoiced in dollars, a
stronger American currency reduces
trade between other countries, too. Four
of the past five Fed tightening cycles
have eventually triggered a crisis in
emerging markets.
Yet there are reasons to be more
confident this time. Among the ten
largest emerging markets, only Turkey
and Argentina ran current-account
deficits greater than 2 per cent of GDP
in 2017. Most have dollar debts that
are comfortable compared with the size
of their economies.
The biggest risk to the world
economy remains the possibility of a
trade war. Trump is negotiating with
China and others with the aim of
closing America’s trade deficit. That is
difficult to square with a rising dollar
sucking in imports. The danger is that
slightly slower global growth, combined
with ongoing stimulus in America, lays
bare this problem and further provokes
Mr Trump’s protectionism. That could
set off a downturn that would really be
worth worrying about.

Excerpts from an article appeared in The Economist on May 25, 2018
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How to Solve the Plastic Crisis
Adam Minter*

S

ince January 01, 2018 when China
stopped accepting the rich world’s
recyclable plastic waste, it is gotten a
tonne of criticism for worsening the
already deep crisis of ocean plastic
pollution. But China is not the only
culprit here. This is a crisis made
throughout developing Asia.
Just eight countries in the region are
responsible for about 63 per cent of
total plastic waste flowing into the
oceans. Little of that junk has been
exported by rich economies. Instead,
it’s almost solely generated by Asia’s
newly minted consumer classes, the
vast majority of whom lack access to
garbage collection, modern landfills
and incineration. Any progress in
reducing ocean plastic will have to
start with them.
A boom in garbage is almost always
the result of two related phenomena:
urbanisation and income growth. Rural
dwellers moving to the city shift from
buying unpackaged goods to buying
stuff (especially food) wrapped in
plastic. As their incomes rise, their
purchases increase. That growth in
consumption is almost never matched
by expanded garbage collection and
disposal.
In typical low-income countries,
less than half of all garbage is collected
formally, and what little is picked up
tends to end up in unregulated open
dumps.
In 2015, scientists estimated that
as much as 88 per cent of the waste
generated in Vietnam is either littered
or tossed into uncontained dumps. In
China, the rate is about 77 per cent. By
comparison, the US rate is 2 per cent.
Every big city in developing Asia
faces this problem. Jakarta’s waterways
are choked with plastic trash. In Kuala
Lumpur, instances of open dumping line
the high-speed train route to the
airport. On the outskirts of any Chinese
city, loose plastic bags and instantnoodle cups litter every road’s shoulder.
Much of this junk ends up in waterways.
*
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Just eight
countries are
responsible for
most ocean
plastic. They
need help.
One study found that eight of the 10
rivers conveying the most plastic waste
into the oceans are in Asia. China’s
Yangtze alone delivers 1.5 million
metric tonnes of plastic to the Yellow
Sea each year.
Proposing solutions
Solutions to all this have proved
chronically elusive. China has
prohibited retailers from providing free
plastic bags for a decade, to almost no
effect. In Indonesia, longstanding
efforts to tax plastic bottles and
containers have run into the reality that
few locals have access to piped or
uncontaminated water.
Although recycling is common in
Asia, plastic presents an often
insurmountable challenge: Technical
and environmental factors render much
of it unrecyclable, especially in
developing regions. In fact, only about
9 per cent of plastics are recycled
globally.
Yet there’s another, far more
promising option: Improve regular old
trash collection. A recent study by the
Ocean Conservancy and the McKinsey
Center for Business and Environment
found that boosting trash collection
rates to 80 per cent in just five Asian
countries — China, Indonesia, the
Philippines, Thailand and Vietnam —
could reduce ocean plastic waste by a

whopping 23 per cent over a decade.
No other solution can promise such an
immediate or lasting impact.
Pulling it off won’t be easy. Garbage
collection and disposal is often the
most expensive line-item on city
budgets in the developing world, and
achieving the study’s goal would
require US$4bn to US$5bn per year.
But that’s not impossible: In the UK,
aid organisations are pushing the
government to spend 3 per cent of its
annual foreign aid on waste collection
and disposal in the developing world
(currently, it spends 0.3 per cent). If that
goal were adopted by other rich
countries, it could be a game-changer
for ocean plastics.
The private sector could also help.
An American advocacy group called
Closed Loop Ocean is raising US$150mn
from global corporations to invest in
scalable waste collection and disposal
businesses in India and Indonesia.
Petrochemical and plastics companies
should be next to join.
All this is just a start, of course.
Developing Asia will eventually need
many more modern landfills,
incinerators and self-funding recycling
programs. But for now, one reform could
have a bigger global impact than just
about any other: Start picking up the
trash.

Bloomberg Opinion Columnist and the Author of “Junkyard Planet: Travels in the Billion-Dollar Trash Trade; excerpts from an article appeared in
Bloomberg on June 26, 2018
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Cutting GHG Emissions
Emission of greenhouse gases
(GHGs) that lead to global warming and
climate change would be reduced by 2025 per cent in India by 2020 and 33-35
per cent by 2030, Union Minister for
Environment, Forest and Climate
Change Harsh Vardhan said.
The Centre has targeted making the
contribution of clean energy in total
energy production in the country up to
40 per cent by 2030.
The target, according to him, is to
produce 175 GW electricity through
different sources of green energy by
2020, out of which 100 GW would be
solar energy.
(ET, 25.06.18)
Rules to Cost Shipping Industry
New environmental rules for marine
fuels could cost the shipping industry
US$50bn and drive many operators out
of business, Junichiro Ikeda, President
and Chief Executive of Japan’s Mitsui
OSK Lines, the Chief Executive of one of
the world’s largest container shipping
companies has warned.
To curb emissions from ships, the
UN
International
Maritime
Organisation has decided to cap
sulphur content in marine fuel oil,
cutting the limit from 3.5 per cent to 0.5
per cent in 2020.
The timing of the cap was brought
forward after a study by Finland found

that without it there could be 570,000
premature deaths from air pollution
between 2020 and 2025. (FT, 11.06.18)
Tackling Climate Challenges
World leaders and officials from
over 100 nations, including India, top
heads of UN agencies and multilateral
financial institutions, scientists and
activists gathered in Vietnamese city for
the Global Environment Facility’s (GEF)
Assembly to tackle global climate
change challenges.
One of the most significant global
gatherings of the year on the
environment, the assembly, which will
see high-level plenary sessions June 2728, follows a record US$4.1bn
replenishment by governments of the
GEF’s trust fund and is testament to its
growing influence in bringing about
sustainable development around the
world
(ET, 24.06.18)
EU Finalised Energy Saving Targets
The European Union finalised new
climate rules after months of talks,
targeting a total energy saving of 32.5
per cent and uplift in the share of
renewable energy to 32 per cent by
2030.
National governments must now
draft their own plans for implementing
the bloc’s overall climate goal of
lowering GHG emissions by at least 40

per cent below 1990 levels by 2030 in
line with the Paris Agreement.
The final deal includes a clause
allowing for the bloc to revise up
climate goals in 2023. Analysts opined
the change to the renewable target is
likely to impact future carbon prices in
Europe’s Emissions Trading System
(ETS).
The ETS is the EU’s flagship tool for
reducing GHGs by charging some 12,000
airlines, industrial and power
installations for each tonne of carbon
dioxide (CO2) they emit. (ET, 20.06.18)
Globalisation to Worsen CO2 Pollution
Researchers have cautioned the
shift of low-value, energy-hungry
manufacturing from China and India to
coal-powered economies with even
lower wages could be bad news for the
fight against climate change.
Many industries that helped propel
their phenomenal growth, textiles,
apparel, basic electronics, are moving
to Vietnam, Indonesia and other nations
investing heavily in a coal-powered
future.
AFP reports the study, led by
Professor Jing Meng at the University of
Cambridge, details trade between
developing countries expanded three
times faster from 2005 to 2015 than
international trade as a whole, which
grew by 50 per cent.
(ET, 15.05.18)

India to Join Clean Sea Campaign

W
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ith the threat of plastic pollution
mounting and its deadly impacts
on marine ecosystems, India is now
preparing to join the global ‘Clean Seas
Campaign’, Prime Minister Narendra
Modi said at an occasion marking World
Environment Day (WED).
Modi expressed concern regarding
marine litter especially micro-plastics,
which he said is a ‘major trans-boundary
problem’. In 2018, India is the global host
of the WED in collaboration with United
Nations Environment Programme (UNEP)
with ‘Beat Plastic Pollution’ as its theme.
UNEP launched the ‘Clean Seas’
programme in February 2017 to fight
marine plastic litter with the help of governments, civil
society and citizens.
“Plastic pollution is now entering our food chain. In
fact, micro-plastics have now even entered basic food like

salt, bottled water and tap water…India is preparing to
join the ‘Clean Seas Campaign’ and make its contribution
towards saving our oceans,” he added.
(BL, 04.06.18 & DNA, 06.06.18)
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Shell Threatened with Legal Action
Friends of the Earth Netherlands
demanded that Royal Dutch Shell
company revise plans to invest only five
per cent in sustainable energy and 95
per cent in GHG emitting oil and gas.
It has given Shell eight weeks to shift
to a cleaner tack, after which it says it
is prepared to invoke international
obligations, human rights treaties and
laws on hazardous negligence.
Heading the group’s legal team is
Roger Cox, who led and won a climate
case in 2015 that insisted the Dutch
government should set more ambitious
emissions targets.
(FT, 05.04.18)
Gulf Stream Weakest in 1,600 Years
The warm Atlantic current linked to
severe and abrupt changes in the climate
in the past is now at its weakest in at
least 1,600 years, new research shows.
The findings, based on multiple lines
of scientific evidence, throw into
question previous predictions that a
catastrophic collapse of the Gulf Stream
would take centuries to occur.
The current, known as the Atlantic
Meridional Overturning Circulation
(Amoc), carries warm water northwards

towards the North Pole. There it cools,
becomes denser and sinks, and then
flows back southwards. Both studies
found that Amoc is about 15 per cent
weaker than 1,600 years ago, although
there were also differences in their
conclusions.
(FT, 12.04.18)
Climate Fund looking for Greenbacks
Back in 2009, a group of wellmeaning climate negotiators went into
a huddle in Copenhagen and came up
with the idea of creating a grand fund
that would pay small, poor and
developing countries to build bulwarks
against the effects of climate change.
Since it is the developed countries
that are primarily responsible (even if
unwittingly) for creating worldwarming greenhouse gases, it was
agreed that they would contribute much
to the proposed fund.
They called it the ‘Green Climate
Fund’. They said the money collected
will progressively grow in size and, by
2020, reach US$100bn a year — in other
words, by 2020, the GCF would have
mopped up at least US$100bn, and
would collect as much every year
thereafter.
(BL, 15.05.18)

Air Pollution Kills 7 Million a Year

T

oxic levels of pollution lead annually to the early death of an estimated 7
million people, according to a new World Health Organisation report.
Nine out of ten people around the world are exposed to dangerously high levels
of pollutants that can lead to cancer and cardiovascular diseases, according to
the study, which drew off the most-recent 2016 data.
Bloomberg

Air pollution levels were the highest in the Eastern Mediterranean and Southeast
Asia, where in some areas airborne toxins were five times WHO limits and
disproportionately affected the poor and most vulnerable.
(Bloomberg, 02.05.18)
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Cut in Truck Carbon Emissions
Brussels is to propose a 15 per cent
cut to trucks’ emissions within seven
years, rejecting calls from companies,
campaigners and some EU member
states for more ambitious targets.
Transport produces a quarter of EU
carbon emissions and is the only area
of the bloc’s economy in which
emissions are still growing, after cuts
in sectors such as electricity and
agriculture.
The EU committed in the Paris
climate accord to cut its GHG emissions
by 40 per cent by 2030. Lorries make up
about 5 per cent of the vehicles on EU
roads but generate nearly a quarter of
emissions.
(FT, 14.05.18)
Germany to Ban Coal
Germany has invested a lot in
renewable energy but still heavily relies
on coal, which creates harmful carbon
emissions when burnt.
About 22 per cent of Germany’s
electricity comes from burning soft
lignite coal – and a further 12 per cent
from hard coal – while some 33 per cent
is now generated using renewable
energy.
Germany’s Environment Minister
has said the country will likely miss its
goal of cutting emissions by 40 per cent
by 2020. Hundreds of protesters
marched in the capital to protest use of
coal.
(ET, 25.06.18)

International Solar Alliance Summit
The first General Assembly of the
International Solar Alliance (ISA) will
be held in India in October 2018. The
event is expected to be attended by
representatives of 65 countries which
are signatories to the framework
agreement.
The general assembly follows ISA’s
founding conference, co-hosted by India
and France, in New Delhi in March 2018.
ISA’s mission is to undertake joint
efforts required to reduce the cost of
finance and the cost of technology,
mobilise more than US$1tn of
investments needed by 2030 for massive
deployment of solar energy, and pave
the way for future technologies.
(Mint, 18.06.18)
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Japan to Relax Immigration Rules

J

UK Slammed over Migrants Issue
The UK government has been
accused of ‘cruel’, ‘inappropriate’ and
‘heavy handed’ tactics over its use of
legislation designed to be used against
criminals and terrorists to prevent over
1,000 highly skilled migrants, including
doctors, lawyers, IT technicians and
engineers (many from India) from
settling in the UK and threatening them
with deportation. It has been urged to
consider compensation.
The issue was raised in a
Westminster Hall debate in the House
of Commons, where MPs are able to
raise issues of concern to them and
press the government for a response.
Alison Thewliss, the Scottish
National Party MP for Glasgow Central
pointed to the use of the controversial
clause 322(5) of Britain’s immigration
system to deny those who had made
amendments to their tax returns and
income statements the right to remain
in Britain.
(BL, 18.06.18)
Human Rights’ Violation
The Corporate Human Rights
Benchmark (CRHB) — a non-profit
based in London and New York released
a report about the handling of human
rights by renowned companies in the
world.
Kraft Heinz, the Food and Beverages
Company, and fashion businesses like
Macy’s Inc, Hermes and Prada have been
criticised for a lack of transparency on
human rights issues in their supply
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The Japan Times

apan is poised to adopt a new approach to immigration that
will allow up to 500,000 guest workers into the country to ease
labour shortages. A cabinet decision is expected to back the
creation of a new ‘designated skills’ residency status for workers
in five shortage areas: agriculture, social care, construction,
hotels and shipbuilding.
Prime Minister Shinzo Abe has insisted that the new measures
are “not an immigration policy”, and guest workers will not be
allowed to stay for longer than five years or bring family members
to Japan. Labour shortages are growing serious, especially for
small and mid-sized companies in the regions,” said Abe.
Chinese workers are the biggest contingent, making up 29 per
cent of the total, but the big growth is coming from Vietnam and
Nepal. The number of Vietnamese workers in Japan was up 40
per cent to 240,259 and the number from Nepal rose 31 per cent
to 69,111.
(FT, 11.06.18)
chain after failing to engage with a
government and investor backed group.
Steve Waygood, Chair of the CHRB
Board said that five years on from the
Rana Plaza disaster in Bangladesh, it
was good to see that many companies
were taking human rights seriously.
(FT, 14.05.18)

India Ranks 4th on Power Index
India has ranked fourth out of 25
nations in the Asia-Pacific region on an
index that measures their overall power,
with the country being pegged as a ‘giant
of the future’ but trails behind in
indicators of defence networks and
economic relationships.
The Lowy Institute Asia Power Index
measures power across 25 countries
and territories in the Asia-Pacific
region, reaching as far west as
Pakistan, as far north as Russia, and
as far into the Pacific as Australia, New
Zealand and the US.
The report said that India ranks
third for its aggregate resources score
and is set to become the fastest-growing
economy in the region, predicted to grow
169 per cent between 2016 and 2030. It
also stands to gain an additional 169
million people to its working-age
population by 2030.
(FE, 08.05.18)
China Leads Data Protection in Asia
China is emerging as a surprise leader
in Asia on data privacy rules. Lawyers
say that Europe’s General Data Protection
Regulation (GDPR) has prompted many

Asian regulators and corporations to
ensure that the tough new rules do not
jeopardise global flows of data.
Richard Bird, a partner at
Freshfields, said that China ‘in some
respects is the country that has
embraced GDPR most directly — but in
a very Chinese way’.
China’s rules, and a similar set of
guidelines released by India in
December, contrast with the lack of
progress on data protection in much of
Southeast Asia — including Thailand
and Indonesia, where efforts to brush
up data protection have been in the
(FT, 31.05.18)
works for years.
Germans to Lose 75,000 Jobs
The switch to electric car puts 75000
engine and gearbox manufacturing jobs
at risk, a study commissioned by
Germany man trade union and the auto
industry showed. The rollout of
emission-free vehicles creates some new
jobs; in the area of vehicle electric cars
will result in less work for assembly
workers, Germany’s trade union IG
Metall warned.
The 75000 threatened jobs are
based on the assumption that 25 per
cent of all cars will be electric by 2030,
15 per cent hybrids and 60 per cent
petrol and diesel variants.
BMW labour representative Peter
Cammerer said German industry should
beware of giving away technology and
know-how to Chinese, Korean and
Japanese competitors.
(BL, 05.06.18)
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China’s ‘Men Only’ Job Culture
Leading Chinese firms including ecommerce giant Alibaba were heavily
criticised for gender discrimination in
job adverts in a new report which said
the landscape for the female workforce
in China was deteriorating. Job
advertisement explicitly mentions that
only men need to apply and details
offensive requirements for women that
they need to be trim an aesthetically
pleasant.
According to the report,
discrimination in hiring practices is
contributing to a drop in the female
workforce and a widening gender pay
gap. Although such discrimination is
illegal in China, rules are unclear and
rarely enforced.
Alibaba was also accused of
repeatedly using the lure of attractive
female co-workers in its recruitment
campaigns, describing them as ‘Ali
beauties’ and ‘goddesses’ on social
media.
(DNA, 24.04.18)
Chinese Frenzy over UK Visas
The number of wealthy Chinese
people acquiring UK ‘golden visas’ that
give residency in return for investing
£2m or more in assets rose sharply in
2017, as worries over Brexit paled next
to Britain’s attractiveness as a secure
bolthole for international money.
Mainland Chinese took 116 of the
355 ‘investor visas’ granted in 2017 by
the UK government to wealthy
individuals, up 56 per cent from the
previous year even outnumbering
Russions, the next biggest recipients by
country, by 250 per cent.

Under the golden visa scheme,
wealthy individuals are permitted to
remain in the UK for just over three
years if they invest £2m or more in UK
government bonds, share capital and
other assets, excluding property. They
can apply to settle permanently after a
period of three years if they invest £5m
and after two years if they invest £10m.
(FT, 04.04.18)

Fees for Right to Post Online
Tanzania’s government plans to
charge hundreds of dollars a year for
the privilege of blogging. As part of new
online regulations, bloggers will be
required to pay hefty registration and
annual licence fees that add up to
roughly US$920 — prohibitive for most
in a country with a nominal per capita
income of under US$900.
The online content regulations,
which also cover the traditional media’s
online platforms, social media and
owners of internet cafés, require
providers to pay US$480 for a threeyear licence, plus an annual fee of
US$440.
Registration requirements include
full personal and tax details of the
applicant plus any shareholders and
the likely nature of future content.
(FT, 23.04.18)

Pushing for ‘Ethical Cobalt’
A pilot scheme to trace the world’s
first ‘ethical cobalt’ from small-scale
mines in the Democratic Republic of
Congo all the way to consumers of
electric cars and iPhones will start this
week, potentially allowing companies

such as Apple to assure customers their
products are free from child labour and
other human rights abuses.
The trial, which parallels previous
efforts to weed out so-called blood
diamonds and conflict minerals, comes
in response to concern that increased
demand for cobalt is fuelling
exploitation and environmental
degradation in the central African
country, which accounts for 60 per cent
of world supply.
The Better Cobalt pilot, a UK supplychain audit company, will electronically
tag cobalt from five artisanal and semimechanised mines in Congo in what it
says will be the first systematic attempt
to trace the metal along an opaque
(FT, 28.03.18)
supply chain.
Tax the Rich More!
The Asian Development Bank (ADB)
strongly pitched for national
governments in the Asia and Pacific
region to tax the rich more to finance
the social security needs of low-skilled
labourers who lose their jobs to robots.
Advocating a more progressive tax
system which entails higher tax rates
for high-earning people compared with
low-income earners, ADB President
Takehiko Nakao said that it was
important for governments to support
and provide a social security net to
people left behind by technological
developments.
Nakao also said that although
market-oriented development models
are pursued by nations, one cannot let
the market decide everything.
(Mint, 04.05.18)

Child Labour in
Chocolate Industries

T
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he chocolate industry’s efforts to
eradicate child labour and stop
environmental damage are having little
impact, says a damning report that claims
the number of children working in West
African cocoa-growing communities has
grown over the past four years.
The chocolate industry has been dogged by accusations that suppliers use child labour and that cocoa farming causes
deforestation. The scale of the industry’s problem with child labour had grown with 2.1 million children working in the
industry in West Africa, up from 2 million in 2013-14.
Companies including Mars and Barry Callebaut, the world’s biggest chocolate suppliers have made commitment to
eliminate poverty. Mars said it has launched a collaborative think-do tank aims at generating missing insights that were
needed to eradicate small holder farming poverty.
(FT, 19.04.18)
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Migration will Drive Western Politics for Decades to Come
Gideon Rachman*

Unless centrist politicians in
the US and Europe can come
up with new ways of dealing
with the issue, the movement
towards right-wing populism
is likely to accelerate.

A

generation of political consultants was raised on the
irritating slogan ‘ it is the economy, stupid’. But
immigration now rivals economics as the driving force in
western politics. In economic terms, it makes sense for rich,
ageing countries like the UK and the US to draw in new workers
and citizens from poorer, younger neighbouring countries.
But the election of Donald Trump and the vote for Brexit were
both fuelled by fears of uncontrolled migration, with Trump
promising to ‘build the wall’ along the Mexican border, and
the Brexiters vowing to ‘take back control’ of borders from
the EU. This is clearly not just an Anglo-American
phenomenon.
In Germany, the decline in Angela Merkel’s political
fortunes was closely tied to the chancellor’s decision to admit
more than 1m refugees and migrants into Germany in 2015.
In Hungary, V iktor Orban, the face of central European
populism, has just won re-election after a campaign based
on whipping up fears about immigration. Austria’s antimigrant Freedom Party is now in government and Italy’s antimigrant League is well placed to follow suit. In France, the
National Front made it to the final round of the presidential
election. And in Sweden, the far-right Sweden Democrats are
polling at around 20 per cent, ahead of elections in September.
Tackling migratory pressures
As migratory pressures build over the next decades, they
will provide ample ammunition for politicians like Messrs
Trump and Orban, who promise western voters that they can
keep the incomers out. Anti-migrant movements on either
side of the Atlantic are already connected. The political forces
on western politicians do not act in just one direction.
*

Human-rights groups and lawyers will continue to pressure
western governments to treat migrants decently and to
respect international law. In their efforts to navigate these
cross-currents of public opinion, the “solution” that many
politicians are drifting towards is to attempt to keep
migrants away — while shielding voters from the
distressing details.
Even a politician with clear liberal instincts like Merkel
has decided that she cannot risk another uncontrolled
influx of migrants. Her government has tried to bottle up
would-be migrants, well away from German borders. There
are over 3 million Syrian refugees inside Turkey — but they
are being kept there, after a deal between the Turkish and
German governments.
Meanwhile, Turkey itself has sealed its border with Syria.
As a result, there are thought to be some 1m internally
displaced people, along with other 1.5 million residents,
walled up inside Syria near the Turkish border. These people
are trapped in a war zone and will be in considerable danger
as the Syrian army moves to retake Idlib province in the
coming months.
These are the unpleasant choices that western
politicians are making, as they respond to the political
demands to keep migration down. And these are unlikely
just to be short-term expedients. Population trends suggest
that migration will continue to drive western politics over
the next generation. Unless centrist politicians in the US
and Europe can come up with new ways of dealing with the
issue, the movement towards right-wing populism is likely
to accelerate.

Chief Foreign Affairs Commentator, Financial Times. The article appeared in the Financial Times on May 07, 2018
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Festschrift

Putting Consumers First
This volume is an anthology of analytical essays edited by Dr Sanjaya Baru with
Abhishek Kumar, and penned by experts from around the world on trade, regulation,
governance and other issues relevant to economic policy. The volume has been
compiled in honour of Pradeep S Mehta, founder Secretary General of CUTS
International on the occasion of his 70th birth anniversary to commemorate his lifetime
contribution to consumer welfare in India and globally.
Book your copy at:
https://www.amazon.in/Putting-Consumers-First-Dignitaries-around/dp/8182572592

World Investment Report 2018
UNCTAD has just released its World Investment Report 2018. The Report presents FDI trends and prospects at global,
regional and national levels; analyses the latest developments in national policy measures for investment promotion,
facilitation and regulation; and highlights trends in investment treaties and investment dispute settlement, and presents
progress and next steps in reform of the investment treaty regime.
The following are the Report’s key findings on global FDI trends and prospects:
€ Global FDI flows fell by 23 per cent to US$1.43tn. The fall was caused in part by a 22 per cent decrease in the value
of cross-border M&As. The value of announced greenfield investment also decreased by 14 per cent.
€ A decrease in rates of return is a key contributor to the downturn. Return on investment is in decline across all
regions, with the sharpest drops in Africa and in Latin America and the Caribbean. The lower returns on foreign
assets may affect longer-term FDI prospects.
€ FDI remains the largest external source of finance for developing economies. It makes up 39 per cent of total
incoming finance in developing economies as a group, but less than a quarter in the LDCs, with a declining trend
since 2012.
€ The rate of expansion of international production is slowing. The modalities of international production and of
cross-border exchanges of factors of production are gradually shifting from tangible to intangible forms. This
could negatively affect the prospects for developing countries to attract investment in productive capacity.
€ Growth in Global Value Chains has stagnated. The GVC slowdown shows a clear correlation with the FDI trend and
confirms the impact of the FDI trend on global trade patterns.
€ Projections for global FDI in 2018 show fragile growth. Higher economic growth projections, trade volumes and
commodity prices would normally point to a larger potential increase in global FDI in 2018. However, risks are
significant, and policy uncertainty abounds.

We want to hear
from you…

For more, please visit: http://worldinvestmentreport.unctad.org/
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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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