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Get Plan B Working for Doha
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sama bin Laden’s death is an opportunity to close
the Doha deal, argued the hugely optimistic Jagdish
Bhagwati in the Financial Times. He was reacting to an
editorial in FT which called for giving up on the Doha
Round of the WTO due to an impasse. In fact, the Doha
Round was launched soon after the 9/11 tragedy to send a
message to the world, that we are together and will not be
fazed by the horrendous attack on the symbolic World
Trade Centre in New York about 10 years ago.
For far too long US President Barack Obama Obama
has been silent on the US’s approach to the Doha Round,
with his aides arguing that there is not enough on the
table, while developing countries have countered that the
Doha Round is a development round, which seeks to correct
the imbalance which resulted from the Uruguay Round
agreements.
On the other hand, all countries are investing a
significant amount of political and negotiating capital in negotiating preferential
trade agreements (PTAs) which are second or third best options of trade
liberalisation. There are three essential virtues of trade multilateralism: nondiscrimination, gradual liberalisation of tariff and non-tariff barriers, and binding
commitments to rules.
None of these essentials is guaranteed in PTAs. Contrary to multilateral trade
liberalisation, PTAs can erode a country’s policy space in a much bigger way. This
is because PTAs are negotiated at the level of applied tariffs; on the other hand,
multilateral trade liberalisation talks are focused on reducing bound tariff levels.
It is true that the higher the bound level the higher will be the actual cut in
tariffs but for countries like India, which has consistently maintained a large gap
between bound and applied rates, there will not be much erosion of its policy
space. Furthermore, all new generation PTAs (particularly those with the EU and
the US) have chapters which are WTO Plus in nature.
Thirdly, there are certain disciplines of trade rules to which countries can be
bound only through multilateral agreements. The only way to discipline the
scandalous nature of agricultural subsidies as practised by the US and the EU is
the WTO forum.
Governments do not trade, firms do. The role of sovereign governments is to
facilitate trade by reducing costs. And this can best be done by adhering to three
essentials of trade multilateralism.
Given the fear that lack of progress will dirty the waters, some movement on the
Doha Round has happened, when major trading powers met at the Big Sky APEC
summit and OECD Ministerial Meeting. They have now have concluded that the
original plan for Doha will not work out – certainly not for this year-and therefore
a Plan B needs to be worked by the negotiators at Geneva. Other than hearing the
traditional noises on helping the poor countries, we do not know what Plan B will
entail.
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Watchdog says IMF
is ‘Fixated’

I

t is surprising but a fact. A study
conducted by the International
Monetary Fund’s (IMF) independent
evaluation office has revealed that
findings of the IMF’s researchers are
changed to support fund’s existing
views on global financial situations
and other related developments.
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Amidst general belief of many
countries that IMF’s analysis was
often irrelevant to their needs, this
new revelation has been made in a
review of the IMF’s economic and
financial research between 1999
and 2008.
“Many of them (member
countries) thought that IMF research
was biased and that the IMF was
fixated on certain messages and did
not consider alternative views”, says
the report. The report further adds,
“More than half of the IMF staff
interviewed also said that research
findings were altered to fit the inhouse view”.
The study is based on interviews
and surveys of officials from the IMF
and its member countries, and expert
assessment of its publications.
(FT, 22.06.11)
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Capital Controls Not a Solution
Capital inflows are not the only or
main reason for India’s inflation
problems, and therefore, capital
controls is not a solution to economic
problems, including inflation, faced by
India. “Capital controls should not be
understood to be the answer to all the
problems. If they are applied in
isolation, they may create more
problems than the ones they seek to
address,” said Calvino, Deputy Director
General for Financial Services,
European Commission.
Capital controls should be used
only as a last resort, and it should be
temporary and strictly targeted. The EU
is advocating some guidelines for
capital controls and is suggesting that
they be applicable to both originating
and recipient countries.
(BL, 16.05.11)
Rising Food Prices Adding Inflation
Forward march of food prices
continues, though it is below the all
time high level. World food prices rose
to near a record in April as grain costs
increased, adding pressure to inflation.
This is demonstrated by the index of 55
commodities that rose to 232.1 points
from 231 points in March, as per the
latest report from the Food and
Agriculture Organisation (FAO) report.
This increasing prices is impacting
the cost of living and forcing central
banks to raise interest rates in many
countries, including China, India,
Poland and Sweden in a bid to control
inflation. Agriculture economists,
however, believe that there are signs of
ease in price level, but it needs to be
seen whether this is due to demand
rationing or something else.
(ET, 06.05.11)

Global Economic Recovery on Course
The global economy appears to be
strongly recovering from the financial
crisis. Reports indicate that the outlook
for world economic growth appears
significantly better than a few months
ago with emerging market economies,
including
China
and
India,
underpinning the global recovery. The
prospect looks further boosted by
projection that economic growth in the
G-7 economies outside Japan could rise
to an annualised rate of about three

percent in the first half of 2011. It is
expected that strong growth would ease
need for fiscal or monetary policy
support.
However, despite such strong
projection, unemployment and inflation
continue to be serious problems. The
global
economy
requires
a
combination of well-targeted macroeconomic and structural policies to
achieve a sustained reduction in global
(BL, 05.04.11)
imbalances.
What Price a Greek Haircut?
Greece appears to be gradually
moving towards a worse phase. Even a
year after the EU-IMF Greek bailout of
US$154bn, Greece continues to be on
the rocks. With an highly challenging
economic environment premised on a
deficit to GDP now hitting 9.5 percent
for 2011, and a continuing recession,
chances of Greece succeeding in
consolidating its deficit to 2.4 percent
by 2014 look slim.
What is here important is,
according to some economic thinker,
‘Soft’ restructuring looks untenable in
the long run. And, therefore, hard
restructuring is on the anvil. It might
lead to deep haircut, inflicting huge
losses for many other European
countries. It is, however, believed that
Europe has the potential to withstand
an Irish, and a Portuguese restructure.
(FE, 20.05.11)

G-20 to Install Surveillance System
India is on new surveillance radar
along with six other countries. The
surveillance mechanism is outlined
after a day of talk among G-20 finance
officials. The new system is aimed at
highlighting and rectifying flaws in
areas such as foreign trade or
government debt rise before they
imperil growth under a deal agreed by
G-20 finance chiefs.
The new system is expected to help
maintain the momentum to revive the
global economy and prevent future
financial crises. The mechanism,
initially aimed at seven economies, and
might include India, the US, China,
Japan, Germany, France, and Britain,
would eventually be broadened to
include all nations in the G-20.
(DH, 16.04.11)
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The Growing Risks of Our Four-Speed World
– Uri Dadush and Moisés Naím

Countries can be divided
into those with fast and
slow growth – and those

D

uring the worst days of the
financial crisis, investors and
policymakers talked of decoupling,
asking if emerging economies would
continue to grow if the rich countries
crashed. They did. But this spawned
another mantra: the two-speed world,
in which emerging markets surged even
as the advanced nations stagnated. We
believe it is time to start talking about
another, more ominous moniker for the
times ahead: the four-speed world, and
the dangers it poses to global growth.
This world is one divided not just
between countries with fast and slow
growth, but also those with low and high
inflation. The original two-speed world
was the cousin of another hoped-for
mantra, global rebalancing. This
pushed emerging markets to stimulate
domestic demand, and thus help sustain
global growth, while the US and others
took time out to fix the deficits that
impaired their economic dynamism. But
it is that same process that is now
starting to stoke inflation in many parts
of the world.
In most countries inflation and
growth go together, as on two percent,
whereas in the fast-growing, developing
countries it has become a threat, at six
percent or higher.
Higher prices, especially for food,
cooking fuel and gas have also
increased absolute poverty, according
to the World Bank, while consumers in
most advanced countries barely notice

price increases in their personal
expenditures.
As one emerging economy after
another tightens fiscal and monetary
policies to fight inflation, exchange rate
appreciation and other symptoms of
overheating, the notion that developing
countries will keep the world economy
motoring along even as the advanced
countries slowly mend their broken
economies is becoming harder to
sustain.
And that is not all. As they try to deal
with the repercussions of the four-speed
world, advanced countries are showing
signs of confusion too. One day they
worry about how to ensure China and
other fast-growing, developing
countries contribute to global growth,
the next day the same policy wonks in
Washington agonise about these
countries’ dangerously overheating
economies.
The latest manifestation of this
overheating anxiety is – in an
ideological about-face – the
International Monetary Fund’s recent
embrace of capital controls. Another is
the prodding to let exchange rates in
emerging markets appreciate, to lower
the prices of their imports and thus
check inflation. This would make their
exports less competitive and perhaps
curb their growth.
This intellectual instability is also
seen in another flawed assumption of
those backing rebalancing – namely that
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with low and high inflation

China and other emerging markets
representing 20 percent of global GDP
can continue to serve as the new
locomotive that pulls the rest along. This
would require a large and sustained
expansion of their import bill, driven
not only by public spending but also an
even greater appreciation of their
exchange rates. To boost the growth of
the rest of the world by just half a
percent of GDP, China and others like it
would have to increase their net imports
by about 2.5 percent of their economies
every year.
While China and a few others could
do – and are likely to do a little – more,
the strategy is not viable in the long
term. Several of the emerging markets
menaced by inflation are already
rejecting this approach. And why would
not they? With fragile banks in the main
financial capitals, sovereign debt
crises in Europe, the US outlook
downgraded to negative and
international interest rates bound to
rise from record low levels, there are
strong incentives to play it safe.
The point is that a four-speed world
is one in which the advanced countries
must bear the brunt of the adjustment
to the mess that they themselves
created. This means first and foremost
re-establishing fiscal sanity. But it
means doing this with little help from
those friends in emerging countries
upon whose vibrant economies we have
come to rely.

– Senior Associates, Carnegie Endowment for International Peace. Abridged from an article that appeared in The Financial Times, on
May 11, 2011
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US Repeating the Mistakes of 1937
– Paul Krugman

T

his week, the Federal Reserve Bank of New York
published a blog post about the “mistake of
1937,” the premature fiscal and monetary pullback
that aborted an ongoing economic recovery and
prolonged the Great Depression. As Gauti
Eggertsson, the post’s author (with whom I have done
research) points out, economic conditions today –
with output growing, some prices rising, but
unemployment still very high – bear a strong
resemblance to those in 1936-37. So are modern
policymakers going to make the same mistake?
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Policy pundits are
agreed that nothing
more need to be done
to create jobs, and
that there should be
a turn toward fiscal
austerity

Eggertsson says no, that economists now know better.
But I disagree. In fact, in important ways we have
already repeated the mistake of 1937. Call it the
mistake of 2010: a “pivot” away from jobs to other
concerns, whose wrongheadedness has been highlighted by recent
economic data.
To be sure, things could be worse – and there’s a strong chance that
they will, indeed, get worse.
Back when the original 2009 economic stimulus package was
enacted, some of us warned that it was both too small and too
short-lived. In particular, the effects of the stimulus would start
fading out in 2010 – and given the fact that financial crises are
usually followed by prolonged slumps, it was unlikely that the
economy would have a vigorous self-sustaining recovery under
way by then.
By the beginning of 2010, it was already obvious that these concerns
had been justified. Yet somehow an overwhelming consensus
emerged among policymakers and pundits that nothing more should
be done to create jobs, that, on the contrary, there should be a turn
toward fiscal austerity.
This consensus was fed by scare stories about an imminent loss of
market confidence in US debt. Every uptick in interest rates was
interpreted as a sign that the “bond vigilantes” were on the attack,
and this interpretation was often reported as a fact, not as a dubious
hypothesis.

– Professor of Economics and International
Affairs, Woodrow Wilson School,
Princeton University, Princeton
The article appeared in The Hindu
Business Line, on June 04, 2011.
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For example, in March 2010, The Wall Street Journal published an
article titled “Debt Fears Send Rates Up,” reporting that long-term
US interest rates had risen and asserting – without offering any
evidence – that this rise, to about 3.9 percent, reflected concerns
about the budget deficit. In reality, it probably reflected several
months of decent jobs numbers, which temporarily raised optimism
about recovery.
ECONOMIQUITY No. 2, 2011

Commodities
Commodity Futures Grabs EU Attention
The role of commodity futures on
food price volatility has long been
debated. Those who believe that
commodity futures lead to price
volatility argue that commodity futures
works on the pillars of speculation and
other factors some of which are beyond
the control of most countries, especially
developing ones.
This is also said to often create and
widen gap between demand and supply
by creating artificial demand in the
market, which in turn push up price
levels of commodities.
Institutional
investors
are
supposed to play a significant role in
this speculation led food price
volatility. This is because institutional
investors across the globe have been
pumping increasingly large amounts
into global commodity futures markets.
(BL, 27.04.11)

G-20’s Tussle over Trading Rules
A greater need for commodity
market regulation has recently gained
momentum amidst sign that commodity
market will remain volatile in the
current decade because of surging
demand for food and fuel.
This is reflected by the first-ever G20 agriculture ministers summit that
aims to tackle rising food prices. The
group has proposed to tighten
regulation of commodity markets and
set up emergency reserves as measures
to tame price volatility.
This, however, might not be sufficient
to lead to desired improvement in food
situation. “They are thinking about
regulating speculation, but they need to
ban, not regulate, the companies behind
it,” said Gerard Durand, Head, Livestock
Issues at the Union. Besides, some

countries are also showing their
interests in other measures such as
stimulating production growth rather
than regulatory actions.
(LiveMint, 23.06.11)

WB Hedges against Volatile Food Prices
Protection of the interests of
producers and consumers is of
paramount importance to reduce the
impact of price volatility on developing
countries. This is critical for developing
countries and has become more
important as the agriculture sector is
also under the threat of climate change
and unless strong adaptation measures
are introduced, it is expected that the
yield could come down by 28 percent in
Africa and 16 percent worldwide over
the coming half century.
With the objective to reduce the
impact of price volatility on producers
and consumers in developing countries,
recently, the IFC of the World Bank group
has launched a new risk management
instrument to provide protection to
agricultural producers and consumers
in developing countries from volatile
food prices. The tool is meant to increase
access of producers and consumers to
hedging instruments to shield
themselves against the volatility of
prices.
(BL, 23.04.11)
Cargill Set for Profits Record
While the volatility in food prices is
becoming a nightmare and giving
sleepless nights to many people in the
developing world, it is giving smiles to
companies with strong presence in
global food market.
Riding on a volatile food market, the
privately owned US company, Cargill is
heading for its most profitable year on
the back of disruptions to global food

supplies. Cargill, incidentally, is the
world’s biggest agricultural trader.
Cargill posted impressive earnings
in a period because of volatile
commodity markets and geopolitical
change. The company reported a net
profit of US$3.48bn in the nine months,
compared with a record annual profit
of US$3.95bn in 2007-2008. In its thirdquarter, net profit was US$1.11bn, up
23 percent from the previous year,
boosted mainly by trading and shipping
bulk commodities such as grains and
(FT, 14.04.11)
soyabean oil.
UK Watchdog attacks Commodity Plan
The role of speculative investment
is now increasingly criticised and is
said to be one of fundamental reasons
for the current food price volatility. This
makes people believe that curbing
speculative investment could help in
taming price volatility in the food
market.
However, not everyone agrees with
this. In a recently published academic
paper, researchers assert that adverse
effects of pure financial investors on
price volatility is yet to be proved, and
therefore putting a limit on entry might
not be an effective tool in taming price
volatility.
“If there is an adverse effect arising
from the entry into the market of a class
of pure financial investors, which is as
yet unproven, limiting the percentage of
any one contract that can be held by
any one investor would not be an
effective response”, noted the paper. The
study entitled ‘The Oil Trading Markets,
2003-2010: Analysis of Market
Behaviour and Possible Policy
Responses’ was published by The Oxford
Institute for Energy Studies. (FT, 12.04.11)

Leaders Call for Supervision in Commodities

T

he volatility in commodity prices is hurting developing and emerging economies. It also
poses a serious threat to the global economy. This was the view echoed by leaders of five
BRICS countries, which include Brazil, Russia, India, China and South Africa in a summit in the
Chinese resort of Sanya.
There is a need for urgent and greater cooperation among countries to redress
the lack of timely and reliable information on supply and demand. The international
community needs to work together to increase production, boost funding and
technological support to developing countries as part of establishing a more
equitable and fair world.
The group also called for measures such as greater regulation of derivatives
market, and greater vigilance over the flow of capital from developed economies
into emerging markets to reduce volatility in commodity prices. (LiveMint, 15.04.11)
ECONOMIQUITY No. 2, 2011
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Trade Winds

Indo-Pak Trade Pact
The much-awaited preferential
trade agreement between India and
Pakistan might not see the light of the
day until and unless the latter grants
most-favoured-nation (MFN) status to
India. “After the grant of MFN status by
Pakistan, it will be easier for us to get
the necessary approvals from the Trade
and Economic Relations Committee to
initiate talks on having an exclusive
trade pact with Pakistan,” said Rahul
Khullar,
Commerce
Secretary,
Government of India.
The recently held talks between the
commerce secretaries of the two
countries made “a clean break from the
past, and we have to move forward more
rapidly than we have so far. Completely
new items have suddenly appeared on
the trade agenda – prospects of trade in
electricity and in petroleum products,”
Khullar said.
(BS & BL, 03.05.11)
Africa Strengthens its Links
Africa’s traditional trade partners –
Europe and North America – are
witnessing an erosion in their share of
trade with the continent. Emerging
economies such as China, India, South
Korea and Turkey boost linkages with
the world’s new growth pole, says the
2011 African Economic Outlook.
Trade between Africa and its new
partners is worth US$673.4bn a year,
said the report which was co-produced
by the African Development Bank, the
Organisation for Economic Cooperation
and Development, the United Nations
Development Programme and the UN
Economic Commission for Africa.
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This Doha-lite package is to
help developing and least
developed countries (LDCs).
However, the biggest opponent
of the new agreement is the US.
It would be expected to grant
concessions in key areas such
as cotton subsidies.
India has called for
addressing specific concerns of
LDCs in the Doha Round of talks
and to conclude negotiations
for the package of deliverables for them by December,
leaving the rest of the agenda to be taken up later.
www.fanofunny.com
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Doha-lite Trade Deal

n June 2011, the members of
the World Trade Organisation
(WTO) agreed to a less ambitious
Doha Round of global trade talks.
WTO Director General Pascal
Lamy called it an “early harvest”.
It means the group now risks a
significant failure if its members
cannot agree to even a Doha-lite
deal.
This new so-called Plan B “is
a serious scaling back of
ambition,” said Simon Evenett, Professor, University of St.
Gallen, Switzerland. “It won’t take 10 years to figure out if
this small deal can be done,” he added.

(Mint, 02.06.11, 10.06.11; TH, 28.05.11)

“New trade routes opened up by the
new economies create new
opportunities for technology transfer,
and the greater range of finance and
cooperation possibilities is a boost to
African policy-makers,” the report said.
(Mint, 07.06.11)

Export Restrictions
China and Russia have introduced
export restrictions on petrol as local
prices surge and consumers protest. It
is a sign that emerging countries are
spreading beggar-thy-neighbour
policies from food commodities to
energy.
India follows a similar approach to
cotton exports. This policy confusion
has created uncertainty in cotton trade.
Countries such as China and Russia
have used export restrictions in the
past as an anti-inflation tool in the
agriculture sector. Commodity analysts
and traders blame the export
restrictions for exacerbating the 200708 food crisis that triggered panic
buying among importers.
(FT, 11.05.11 & BS, 02.06.11)

Time to Limit Doha Damage
Alan Beattie, FT’s international
economy editor, writes that the lesson
of Doha since its launch in 2001 is that
political will, not technocratic fix, is
needed. Since the last ministerial
meeting collapsed in 2008, the
behaviour of all leading governments
in the talks has been consistent with
their believing the round is dead but not
wanting to be the one to call it, he writes.
According to him, the real friends of

multilateralism are those who realise
it (the WTO) has to re-emerge in a
nimbler form, salvaging what it can
from Doha and completely rethinking
the way trade talks are conducted, he
writes.
Reacting to Beattie’s argument,
Stuart Harbinson, Former WTO
Ambassador of Hong Kong, China said:
“An organisation with more than 150
governments as members can be
anything, but nimble is probably not
one of the adjectives most likely to
apply. This view is less realistic, more
naive.”
(FT, 03.05.11 & 05.05.11)
Trade & Labour Standards
India has been blacklisted for the
third consecutive year by the US
government for engaging child labour
in its garment export industry. India
contributes three percent to global
apparel trade and gets 30 percent of its
business out of US consumer.
“While our regular clients respect
us for our compliance, it would be
difficult for the Indian exporters to bag
new orders after being labelled by the
US,” said Sudhir Dhingra, Chairman &
Managing Director of Orient Craft, an
exporter who has 26,000 workers on
roll.
Meanwhile, at the 100 International
Labour Conference held in Geneva in
June 2011, India’s Minister for Labour
and Employment made a statement
saying that India will not accept linking
trade with labour standards. “Labour
standards should not be used for
protectionist trade purposes.”
(ET, 14.06.11 & BL, 16.06.11)

ECONOMIQUITY No. 2, 2011

Trade Disputes

IPR Issues

Ruling on Airbus Subsidies Upheld
A WTO appeals panel has upheld a ruling that Boeing lost market share
to its European rival, Airbus, as a result of billions of dollars in low-cost
government loans, according to European and American officials. However,
the panel rejected claims by the US that state financing for the Airbus A380
super jumbo jet was automatically prohibited under global trade rules, the
officials said.
Both the parties were quick to response their victories. The US trade
representative, Ron Kirk, asserted that the ruling affirmed Washington’s
contention that European government loans had been used to support the
development of every Airbus model ever produced and helped Airbus vault
past Boeing in 2003 to become the world’s largest plane maker.
(FE, 20.05.11 & NYT, 18.05.11)

Dumping Duty on EU, China Continued
In May 2011, the Designated Authority in the Commerce Ministry, India,
has proposed continuation of the definitive anti-dumping duty on imports
of certain rubber chemicals (PX13 & TDQ) from the EU & Chinese Taipei,
and China (MOR), even as the extant dumping duty on the subject goods
expired on May 11, 2011.
The Authority said despite the existence of the anti-dumping duty, the
imports of ‘PX13’ increased marginally over the injury period. These imports
are at dumped prices and they are undercutting and underselling the prices
of the subject goods of the domestic industry. Hence, it feared that the
cessation of the anti-dumping duty is likely to lead to the persistence of
dumping and consequent injury to the indigenous industry.
While the producer-exporter of rubber chemical ‘PX13’ from the EU to
shell out a definitive anti-dumping duty of US$810-928 a tonne, for export
of the subject goods to India. On the other hand, in the case of rubber
chemical ‘MOR’ while producers/exporters from China would have to pay
a definitive anti-dumping duty of US$770 a tonne, producers/exporters
from the EU would have to fork out a definitive anti-dumping duty of US$262
a tonne, the Authority said.
(BL, 16.07.11)

First Anti-subsidy Duties on China

I
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n May 2011, the EU imposed a five-year hike in duties on imports of
glossy paper from China. In a double swipe likely to anger China, the bloc
said it would charge duties worth a maximum of 12 percent to combat what
it says is illegal Chinese state aid that is hurting EU producers, as well as
duties of up to 35.1 percent
to counteract what it says is
illegal pricing by Chinese
exporters.
Indonesian paper giant
Asia Pulp and Paper (APP),
which exports paper to
Europe from China through
two subsidiaries, has been hit
by combined duty of 20
percent. It rejected the EU
move as factually flawed and
said it would explore legal options.
“This decision is clearly a protectionist measure by the EU and hurts
Europe’s printers and publishers at a time when they are already being
squeezed by the economic situation and inflated prices driven by EU CFP
producers,” said Jukka Kantola, APP’s Head of European Business
Development.
(Reuters, 13.05.11)
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Samsung Sues AU Optronics over Display
Samsung Electronics, the world’s largest
flat-screen maker, sued AU Optronics Corp and
three of the Taiwanese company’s customers
in the US, alleging they infringed some of its
display patents such as liquid-crystal-display
products.
The suit follows one that Samsung filed
against Apple in April 2011, after the iPad
maker alleged Galaxy mobile devices copied
the company’s technologies and designs.
AU Optronics is reviewing the matter and
will take the necessary steps to protect the
interests of the company and its customers
while Samsung’s customers Sanyo Electric Co,
Acer and BenQ Corp, either declined to
comment or were not available. (ET, 03.06.11)
TiVo Ends Patent Suit
One of the longest-running legal battles in
the media sector has been put to an end by
TiVo by accepting US$500mn together from Dish
Network & EchoStar over a contentious patent
dispute related to digital recording technology,
in May 2011.
The row stems from a 2004 lawsuit in
which TiVo accused Dish and EchoStar of
illegally using its patented video recording
technology for its digital video recorder. The
groups will exchange some patent licences as
part of the settlement, and have agreed to
collaborate in future.
The settlement follows a complicated ruling
in which an appeals court ruled that Dish and
EchoStar had infringed on TiVo’s patents,
however, had left room for further appeals that
would have taken at least another year to settle.
(FT, 02.06.11)

Indian Grants are Yet to Reach
As per the Annual Report of IP Office, of the
37,334 patents granted and enforced by the
Indian patent office till March 2010, only 4,189
have been commercially introduced in the
country. It points out in the direction that the
holders of almost 90 percent of these patents
were either not successful in bringing their
inventions to the market or they just blocked
the entry of similar products or technologies
using their patent rights.
Surprisingly, there is hardly any compulsory
licensing happening especially in the drugs and
other essential fields despite the huge number
of non-working patents. One of the important
reasons cited is lack of regular system of
updating the details of the working status of
(Mint, 09.06.11)
patents for the public.
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Environment & Economics
Climate Change to Hit Food Output
The FAO report states that global
food output may be hurt, particularly
in the developing and poor countries,
as climate change brings more extreme
weather over the next decade with
harsher droughts in China, decline in
water levels in rivers and aquifers in
semi-arid regions of the already dry
Americas, Australia and Southern
Africa, and in Asia, crop-growing areas
that rely on snowmelt and mountain
glaciers for water will also be affected.
Besides citing the reasons and
efforts to deal with the situation, a
crucial measure highlighted, in the
report, is need to develop staple food
varieties better adapted to expected
future climatic conditions. Further, it is
important for countries to consider
food security as a socio-economic
safeguard for climate change mitigation
measures as a part of long term solution
to the problem in hand, said the report.
(TH, 01.04.11, FE, 09.06.11 & 27.05.11)

China No 2 in Clean Technology
China became the largest consumer
of energy overtaking the US in 2010, a
year in which the amount of energy grew
at the fastest rate since 1970. While, in
general, the consumption growth
reached 5.6 percent and demands of all
sorts of energy grew strongly, points out

the BP statistical review on world
energy.
On the other China is ranked no. 2
as clean technology producer and its
production of green technologies has
grown by a remarkable 77 percent a year.
The report suggests that for China is in
implementation stage of low carbon
economy debate and for them it is a
growth sector which they intend to
capture. Chinese, therefore, are not only
producing massively the solar cells for
export market, but also for the home
market, as they have been doing it for
many years in wind energy.
(AP, 09.05.11 & FT, 09.06.11)

Sunderbans Absorb CO2 worth US$79bn
The Sunderbans forest is playing a
crucial ecological role by acting as a
carbon sink and absorbing more than
four crore tonnes of carbon dioxide from
the atmosphere, says a recent study
funded by the Union Ministry of Earth
Science and the State Forest Department,
on the carbon sequestration efficiency
of the mangroves.
The study points out if the social
forestry project is taken up extensively
in the Sunderbans, then it might even
help the government to earn carbon
credit points and sell them for cash
using the carbon emission trading
system under the United Nations

Framework Convention on Climate
Change.
“Himachal Pradesh has already
done it. In the international market one
tonne of carbon is valued at US$19. So
the Sunderbans can be valued at around
US$79bn in terms of the amount of
carbon dioxide it sequesters,” said
Abhijit Mitra, who led the research.
(PTI, 26.04.11)

Sustainable Forests Up 50%
A study of the world’s forests has
found a 50 percent rise in sustainably
managed tropical woodlands since
2005, helped by rising demand in
developed countries for certified wood
and UN programmes to reduce carbon
emissions. Most progress during the
past five years was recorded in Brazil,
Gabon, Guyana, Malaysia and Peru.
Conflict or poor forest management led
to worsening situations in Cambodia,
Côte d’Ivoire, Democratic Republic of
Congo, Guatemala, Liberia, Suriname,
Nigeria and Papua New Guinea.
The report also noted that more than
90 percent of the world’s tropical
forests, or about 685 million hectares,
are not managed sustainably and are
at risk. Hence, the need for forestry
reform and community forestry has
become vital at this time.
(FT, 08.06.11)

Fate of the UN Talk on Slowing of Climate Change

T
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hope comes from the
upcoming 2012 UN Summit
on Sustainable Development,
usually held at an interval of
two decades. This means the
next Summit would be held in
the year 2032, and by that
time there is a chance that
‘tipping points’ – glacier
melts, Arctic ice melts, ocean
acidification, Amazon drying,
amphibian
extinction,
pollination and many more –
of no return will have been
passed. These are enough to
hope that leaders of the world be more serious in breaking
(FE, 19.06.11& TH 15.06.11)
the impasse.
Paresh Cartoons

he UN talk on slowing
climate change appears
to be moving towards a dead
end because of lack of
agreement on cuts in
greenhouse gas emissions.
While developing countries
insist that rich nations must
agree to far greater cuts,
since they have burned
carbon emitting fossil fuels
for a significantly longer
period, rich nations are
asking for commitments
from developing countries,
especially emerging ones, to curb their increasing emissions.
Nonetheless, hope floats for many optimist experts. The
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To Cut Emissions, India Bets on
Market-Based Trading Schemes
– Krittivas Mukherjee

India is starting a mandatory scheme
that sets efficiency levels for 563 big
polluting sources that account for 54
percent energy consumption

W

ith four times the population of
the US, an economy growing 8-9
percent a year and surging energy
demand, India’s race to become an
economic power has propelled it to No.
3 in the list of top carbon polluters.
India’s greenhouse gas emissions
will keep rising as it tries to lift millions
out of poverty and connect nearly half
a billion people to electricity grids. But
it is also trying to curb emissions growth
in a unique way, fearing the impacts of
climate change and spiralling energy
costs.
The government is betting big on two
market-based trading schemes to
encourage energy efficiency and green
power across the country, sidestepping
emissions trading schemes that have
poisoned political debate in the US and
Australia.
In the world’s first such national
market-based mechanism, called
Perform, Achieve and Trade (PAT), India
is starting a mandatory scheme that sets
benchmark efficiency levels for 563 big
polluting sources from power plants to
steel mills and cement plants, that
account for 54 percent of the country’s
energy consumption.
The scheme allows businesses using
more energy than stipulated to buy
tradeable energy saving certificates, or
Escerts, from those using less energy,
creating a market estimated by the
government to be worth about US$16bn
in 2014 when trading starts. The number
of Escerts depends on the amount of
energy saved in a target year.
A three-year roll-out phase is set to
start in September and will help India

www.lh4.ggpht.com

curb about 100 million tonnes of carbon
emissions,
the
government
estimates.The roll-out is aimed at
working out hiccups in the process for
companies to measure and report their
energy use.
India has already rolled out a
Renewable Energy Certificate (REC)
trading scheme for wind, solar and
biomass power plants. Green power
comprises about eight percent of energy
production in India, while coal
generates more than 60 percent, leading
to a hefty coal import bill.
Trading for the REC scheme, which
currently occurs once a month, has
picked up as more projects participate,
underpinning a government plan to
ramp up solar power from near zero to
20 gigawatts (Gw) by 2022, about oneeighth of power generation now.
A total of 14,002 RECs were traded
during the REC trading session on the
Indian Energy Exchange valued at
US$4.6mn, compared with 260 units at
the previous session in April.
But concerns remain about how
both initiatives will evolve because of
a lack of data and trained manpower
as well as weak penalties for firms that
refuse to comply.
Some analysts also point to
technical gaps in the PAT scheme,
including how various units of one

company would be graded. There were
also limitations that allow REC
certificates to be traded only once,
limiting the early entry of intermediaries
or market makers.
“In order to have an effective capand-trade or market mechanism that
aids desired reduction in energy use, it
is necessary to have targets that are
neither too easy nor too difficult to
achieve,” said leading Indian clean
energy project developer and advisory
Emergent Ventures in a report on PAT.
But industry observers said it still
makes sense for India to opt for a
national energy efficiency scheme
rather than carbon emissions trading.
The government has pledged to cut
carbon intensity – the amount of carbon
dioxide emitted per unit of economic
output – by between 20 and 25 percent
by 2020, from 2005 levels.
Emissions trading would need an
absolute emissions cap, something
India does not want to do, saying it
needs to keep its economy growing and
competitive.
Adapting to the national policy and
creating a unique market are a function
of time and communication, said
V ishwajit Dahanukar, Managing
Director of Managing Emissions, a clean
energy project developer, advisory and
asset manager.

– Kolkata-based Journalist. David Fogarty in Singapore and Ratnajyoti Dutta in New Delhi contributed to this story.
Abridged from an article that appeared in the Mint on May 31, 2011.
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World Population to Cross 7 billion

T

Poorest Nations Fall Back in Wealth
A UN report entitled ‘Compact for
Inclusive Growth and Prosperity’
reveals that most of the world’s poorest
countries got richer over the past
decade but are falling further back in
the global wealth ranks.
At least 37 of the world’s poorest 48
nations have put on positive growth in
the past decade, but the average per
capita income in the poorest is only 15
percent of the world average in 2008,
which was 18 percent of that average in
1971.
The so-called least developed
countries (LDCs), which range from
Afghanistan and Bhutan in Asia to
Senegal and Zambia in Africa, now face
a widening gap with the low and lower
middle income countries which are
keeping up with average world income
levels.
The report said that their continuing
dependence on primary commodities,
in general, and on agriculture, in
particular, are key indicators of their
growing marginalisation.
(France 24, 29.03.11)

Asians to Enjoy High Living by 2050
By the middle of this century, an
additional 3 billion Asians could enjoy
higher living standards, if Asia sustains
its present growth momentum and
addresses daunting multi-generational
challenges and risks, says a new report
commissioned by the Asian
Development Bank (ADB) entitled ‘Asia
2050: Realising the Asian Century’.
The draft report says that as the
global economy’s centre of gravity
shifts toward Asia, the region could

10

Asia will remain the most populous continent
and Asia’s population is expected to peak
around the middle of the century and
to start a slow decline thereafter.
The new report from UN comes just
ahead of a demographic milestone, with
the world population expected to pass
seven billion in late October 2010.
Demographers called the new
projections a reminder that a problem
that helped define global politics in the
20th century, the population explosion,
is far from solved in the 21st.
Paresh Cartoons

he UN population division projected
that the world’s population, previously
expected to stabilise just above nine
billion in the middle of the century,
will instead keep growing and may
hit 10.1 billion by the year 2100.
Population growth in Africa
remains so high that the total
population there could more than
triple in this century, rising from
today’s one billion to 3.6 billion, a
sobering forecast for a continent
already struggling to provide
adequate food and water.

(LiveMint, 04.05.11)

account for about half of global output
in 2050, up from the current 27 percent,
as well as half of global trade and
investment.
In the more optimistic Asian century
assumption made in the report, the
region’s GDP would soar to US$148tr
and account for 51 percent of global
output in 2050. On a purchasing power
parity basis, GDP per capita in Asia
would rise to US$38,600, compared with
the projected 2050 global average of
US$36,600.
(FE, 07.07.11)
‘Better Life Index’ Launched
The Organisation for Economic
Cooperation and Development (OECD)
launched an online tool that will let
people select priorities in life and
compare how their country measures
up internationally. This offers a new way
to measure quality of life in a country
compared with others.
The Paris-based OECD said that its
“better life index” is an attempt to
measure social progress without
relying only on traditional economic
benchmarks such as GDP which does
not allow for qualitative differences
and reflects only the total economic
output of a country by adding up the
monetary value of all goods and
services produced during a given period.
(AP, 24.05.11)

India Backs ILO’s Social Support
India has extended support for the
International Labour Organisation’s
(ILO) proposal for a social protection
floor for the vulnerable, but wants it to
be linked to a country’s financial
resources.
Labour
Minister

MallikarjunKharge said that each
country should be allowed to decide the
level of its social protection floor to the
extent possible given that country’s
available financial resources.
ILO Director-General Juan Somavia,
in his report on ‘a new era of social
justice’, has proposed that building a
social protection floor for the most
vulnerable, consistent with ILO’s
initiative in this area, and will help
achieve more income-led growth. Indian
minister suggested that this is desirable
there should not be any timeline for the
implementation of this proposal.
(ET, 14.06.11)

India’s Hunger Management
In a study on global food prices, the
Briton based organisation Oxfam
criticised the Indian government’s
handling of hunger. The study says that
India failed to make even a tiny dent in
the number of hungry people between
1990 and 2005, despite doubling the
size of its economy. During this period,
the number of hungry people rose by a
staggering 65 million.
It was pointed out that roughly one
in four of the world’s hungry is in India
despite the high growth rates sustained
by the country. The study argues that
India’s National Rural Employment
Guarantee Act and the fertiliser subsidy
programme have failed to make
inroads.
The report provides a bleak picture
of the future for India and the rest of the
world, as it predicts a rise in the
average cost of key crops by 120-180
percent by 2030.
(BL, 31.05.11)
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Time for a New Era of Growth with Social Justice
– Juan Somavia

People’s needs which must be inspired by a practical vision of sustainable
development, will be in focus at the 100th session of the ILO’s ongoing tripartite
International Labour Conference

D

Current model
The bottom line is this: the current
growth model that has evolved since the
early 1980s has become economically
inefficient,
socially
unstable,
environmentally damaging and
politically unsustainable. It no longer
commands legitimacy. People are
rightly demanding more fairness in
every aspect of their lives.
Yet as the economic recovery
unfolds, in many places it seems as if
the crisis never happened. Policy
regressing to business as usual ignores
the fact that it was precisely those ways
of doing business that almost
bankrupted the world economy.
Global productive investment as a
percentage of GDP has stagnated.
Instead, we have a continuously rising
share of profits coming from financial
operations with negligible employment
creation. Global wage growth has been
cut in half, trailing productivity
increases. Income gaps between the top
10 percent and the bottom 90 percent
are widening, with the middle class
squeezed in between.

The Hindu

iscontent worldwide is reaching
dangerous levels. In three-quarters
of the 82 countries with available
information, a majority of individuals
are getting increasingly pessimistic
about their future quality of life and
standard of living. This all points in one
direction: mounting frustration with a
lack of jobs and decent work.
More than 200 million people are
officially unemployed worldwide,
including nearly 80 million young
women and men eager to secure their
first job. Both figures are at their highest
points ever, but this is only the tip of the
iceberg. The number of workers in
vulnerable employment and persons
working but surviving on less than
US$2.00 per day is on the rise again.

There are limits to how much
inequality a society’s social fabric can
bear. There are many signs that the
limits are fast approaching or have been
breached.
So what would efficient, socially
responsible growth look like?
To begin with, the needs of
productive enterprises and workers in
the real economy must dislodge
financial interests and the bonus
culture from the global economy’s
driver’s seat. This will not be easy, given
the entrenched power interests of banks
that have convinced governments that
they are “too big to fail” while pushing
for austerity policies that wreak havoc
in the lives of families and small
enterprises seen as “too small to
matter.” We need socially responsible
fiscal consolidation in which lenders
also bear a part of the cost.
There is an urgent need to improve
on the market outcomes and gains from
international trade and investment.
This can be achieved through increased
integration between macroeconomic
policies and labour market and social
policies.
This would mean more productive
and job-creating investment; expanding

the real economy and reducing the
space for unproductive financial
operations; facilitating hiring,
especially in small enterprises;
providing for a fiscally sound social
protection floor to the 80 percent of the
world population who lack social
security; and facilitating the
application of fundamental rights at
work, in particular freedom of
association and collective bargaining.
There is much evidence that these
approaches work.
ILO Conference
In short, we need a new era of growth
with social justice inspired by a
practical vision of sustainable
development — an era where people’s
needs are at the heart of policy-making,
the benefits of globalisation are shared
equitably, and voice, participation and
democracy can flourish. At the 100th
Session of the ILO’s tripartite
International Labour Conference which
began on June 01-17, 2011, government,
employer and worker delegates will
consider how they, as representatives
of the real economy, can assume their
responsibility in meeting these
challenges.

– Director General, International Labour Organisation. Abridged from an article that appeared in The Hindu, on June 04, 2011.
ECONOMIQUITY No. 2, 2011

11

Development Dimensions – In Feature

The Plight of the Least Developed Countries
– Ajay Chhibber

M

ore than 40 heads of state of the
Increasing poverty, enlarging reducing hunger and creating
world’s least developed countries income inequality, and deteriorating productive employment. But though
(LDCs) met in Istanbul to define a new health, nutrition and education national average incomes have risen in
vision to reverse the profound poverty outcomes reflect the human cost of the least developed countries, they are
of the people living in these countries. these crises, especially for the poorest still struggling to ensure that the
While around two-thirds of these 48 and the most vulnerable in developing benefits reach the poorest segments of
countries are in Africa, 14 are in Asia.
countries. The longer-term impact of the population, usually in rural areas.
After a period of prolonged slow climate change aggravates these shortThe United Nations Development
growth, economic growth in the least term vulnerabilities: rising sea levels Programme’s international assessment
developed countries accelerated to are threatening the very existence of report for achieving the MDGs found
about seven percent per annum
that some countries have been
on average over the period
able to narrow the gap between
2000-2007. And many of these
Despite significant gains on the economic high- and low-income
countries have made notable and social fronts, 50 percent of the people
segments. In Ethiopia, for
progress on the Millennium
example, income disparity is
Development Goals (MDGs). In in the least developed countries live on less low mainly because of its
than US$1.25 a day
Bhutan and Rwanda, maternal
agriculture-led development
mortality reduced by more than
model. This focus is on
half within the decade. In
modernising its subsistence
Bangladesh, Madagascar,
level
and
inefficient
Nepal and Timor Leste child
agricultural system by adopting
mortality reduced by more than
an integrated effort that
60 percent between 1990 and
includes improved vocational
2007.
training for farmers, better land
Despite significant gains on
management and more secure
the economic and social
rights, and market-based
fronts, 50 percent of the people
initiatives.
in the least developed countries
To be able to make sustained
live on less than US$1.25 a day.
development progress, rising
These
countries
are
climate vulnerabilities need to
particularly vulnerable to
be addressed for many least
external shocks. And they lack
developed countries. Although
the internal resilience to
these countries as a group
bounce back owing to the structural some small island states and the melting contribute relatively little to global
weaknesses in their economies.
of Himalaya glaciers poses serious warming (accounting for under one
The global recession hit such challenges. The question is: how can percent of the world’s total greenhouse
countries hard, and GDP per capita their resilience be strengthened? It will gas emissions), their economic
declined in many of them. The require a range of policy measures that weaknesses, geographical locations,
resurgence in global food prices now promote inclusive growth and reduce and high dependence on local natural
threatens to undermine human climate vulnerability.
resources for food and other basics
development achievements, hitting the
So far, growth in many least render them particularly vulnerable to
most vulnerable the hardest.
developed countries is driven by climate change.
The effects of climate change and of capital-intensive extractive sectors, and
Recovering from disasters can take
other non-climate-related disasters add has limited impact on employment years, and is a big drain on already
to these challenges. The recent creation. Furthermore, agriculture, in scarce resources. A wide range of
earthquake and tsunami in Japan, which the majority of the population is approaches is required to address
floods in Pakistan in June 2010, Cyclone employed, has been growing slowly. In climate vulnerabilities.
Nargis in Myanmar in 2008, Cyclone addition, high levels of income
Thus, a win-win approach is one that
Sidr in Bangladesh in November 2007, inequality limit the impact of growth on successfully builds on the synergies
and the Indian Ocean tsunami in poverty reduction.
between the fight against poverty and
December 2004 are some recent
Economic growth has been a prime climate change to promote climateexamples of disasters in Asia.
catalyst towards eradicating poverty, resilient development.
– Regional Director of UNDP Asia and the Pacific. Abridged from an article that appeared in the Business Standard, on May 29, 2011.

12

ECONOMIQUITY No. 2, 2011

Work & People
NFAP Moots Entry of H1B Professionals
The National Foundation for
American Policy (NFAP) is advocating
the entry of more H1B visa
professionals in US, based upon the
performance of children of H1B visa
professional in science and maths
competitions in the US.
A study by NFAP, a non-profit public
policy research institute in Virginia,
says almost 70 percent of the finalists
at the Intel Science Talent Competition
held in 2011, were children of
immigrants. About 60 percent of the
finalists were kids of those who had
entered America on H1B visas. An equal
number of finalists had parents from
China and India.
The primary distinction between the
students at the 2011 Intel Science Talent
Search was not intelligence or creativity
but the immigration status of their
parents, NFAP said in its study report.
(ET, 31.05.11)

Indians to Man World’s Industry
By 2025, developed countries will
have 37 million people less, and China
will have 63 million people less in the
age group 20-49, according to Arvind
Panagariya of Columbia University,
citing United Nations population
predictions.
There will be a hole the size of 100
million people in the workforce of these
developed countries. At the same time,
ECONOMIQUITY No. 2, 2011

EU Set to Restore Border Bars
The EU executive could allow
governments to restore border controls
temporarily in Europe’s free travel zone
under plans presented in response to
demands for more national powers over
immigration. The announcement
follows calls by France and other EU
states to keep migrants fleeing turmoil
in North Africa from spreading through
the EU.
This reflects the growing divisions
in the bloc over how to tackle migration.
Fuelling a row over the matter are
demands by Italy that other EU
governments should help it to cope with
immigration crisis.

If accepted, the proposal by the EU
executive would impose curbs on
unlimited travel within the bloc, which
is seen as one of the major achievements
of European Integration.
(ET, 05.05.11)
Reverse Brain Drain to Rule Globe
One of the top mega trends that will
influence and shape the world in the
coming years would be reverse brain
drain, with a steady flow of foreign
nationals and migrants returning home
to fill vacancies for the senior level
positions, according to a new report by
Frost and Sullivan.
One of the top global mega trends
the world will witness is reverse brain
drain, wherein vacancies in countries
like India will be filled not only by
returning Indians, but also by
Americans and Europeans seeking
better prospects.
There will be as many as two million
BPO- KPO jobs for foreign nationals
from China, Polandand Philippines.
Besides, salary given by the BRIC nations
would be at par with developed
countries in terms of purchasing power
and even offer more benefits.
(ToI, 13.04.11)

Why US Steals Medics
from Poorer Nations?

A

recent study shows that the US simply does not train enough doctors to meet
its voracious appetite for medical attention. Each year many more doctors
retire than graduate from its medical schools and so the US is compelled to raid
the world to make up the difference.
For decades about 25 percent of doctors practising in the US received their
training elsewhere. This now amounts to close to 200,000 doctors educated abroad.
Around 5,000 were
trained in sub-Saharan
Africa, predominantly
Ghana, Nigeria and
South Africa. In 2002,
there were 47 Liberiantrained doctors working
in the US, and just 72
working in Liberia.
In most countries,
especially
in
the
developing
world,
doctors are trained at
public expense. If a
doctor from Ghana is
recruited to the US, not only does Ghana lose its doctor, it loses the money paid for
the training. Thus, the US is receiving a massive subsidy from the developing world
in training its medical staff.
(TH, 06.04.11)
www.toonpool.com

Australia Looks for Skilled Migrants
The Australian High Commission is
rolling out the largest skilled migration
programme in the country’s history,
starting on July 01, 2011. The focus of
the Skilled Migrant Selection Model is
to bring people into Australia with a
broad range of skills and experiences
to complement Australia’s regional and
economic needs.
The new policy gives priority to
highly skilled migrants based on their
education, work experience, skills,
English language ability and other
relevant qualifications and aims to
court migrants who will fill Australian
labour market shortages.
As of now, the 2011-2012 permanent
migration planning level is set at
185,000 – 125,850 for skilled migrants
– which is an increase of 16,300 from
the previous year.
(LiveMint, 18.06.11)

India will add 131 million workers in
this age bracket to its population. Given
this scenario, it is only a matter of time
before Indians are manning key industry
and services positions in developed
countries. As the number of workers
between 20 to 49 falls in developed
countries and in China, the demand can
and will be met mainly by India.
It is very definitely in India’s
interests to work through the WTO
restrictions on labour movement to
(FE, 26.05.11)
developed countries.
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Europe’s Test in North Africa
Allowing migrants to circulate more freely would make for a
smarter solution and feed Europe’s labour needs

E

creating jobs in the southern
Mediterranean. After all, the vast
majority of migrants leave home
reluctantly.
Policies that help
train
the
next
generation of North
Africans, and allow
them to circulate more
freely between Europe
and their home
countries, are a much
smarter solution than
the current approach,
which sustains illegal migration
without meeting Europe’s labour needs.
This is an argument not for more
migration, but for better migration – well
thought out and planned.
Of course, if Europe helps North
Africa build sustainable, prosperous
democracies, this would be the greatest
long-term deterrent to illegal migration
of all. It is worth recalling that 50 years
ago, the largest immigrant populations
in northern Europe hailed from Italy,
Greece, Portugal, and Spain. As those
countries prospered, the émigrés
returned home: their countries
eventually became engines of European
growth, and major export markets for
Germany, France, and other EU member
states. The same arc of development can
and should be limned for the southern
Mediterranean.
Fortunately, research on migration
and development in recent years has
helped foster a range of policy tools that
Europe should be considering. Experts
and policymakers have been devising
many innovative programs, including
low-cost remittances from migrants to
their home countries, efforts to
strengthen ties between diasporas and
their homelands, and initiatives that help
skilled migrants find proper
employment, so that qualified surgeons
are not driving taxis.
In thinking about how to reframe the

Paresh Cartoons

urope’s reaction to the historic
revolutions in North Africa has
vacillated between exhilaration and
fear. The natural instinct to celebrate
and support democratization across the
Mediterranean has been tempered by
concerns that the crisis will spill onto
European shores.
A few leaders have invoked the postWorld War II Marshall Plan as a model
for large-scale European development
assistance for the region, the aim being
to ensure the sustainability of a
democratic transformation and
generate long-term political and
economic benefits for Europe. But the
mainstream reaction has been much
more fearful: media and politicians
throughout the EU are obsessing about
the threat of waves of migrants reaching
their borders.
Such a threat should not be taken
lightly. So far, nearly 400,000 people
have filled refugee camps in Tunisia and
Egypt, and an estimated 20,000 have
reached Italy’s shores. Dealing with any
surge of asylum seekers will require the
EU to strengthen its capacity to offer
temporary protection. That the Union
has been moving towards a common
approach to border security, most
visibly with the expansion of the
Frontex border agency, will be of help
here.
But if Europe allows itself to be
consumed by the short-term crisis, it
risks squandering an extraordinary
long-term opportunity. By using this
moment strategically and wisely, the EU
would have a chance to reframe its
relationship with the southern
Mediterranean to promote generational
development and growth in ways that
can address Europe’s interests, too.
The best way to allay European fears
and prevent uncontrolled migration is
to establish positive incentives, and the
practical means, for potential migrants
to stay home – most significantly by

– Peter Sutherland

EU’s relationship with the southern
Mediterranean, we should draw on
these ideas as expansively as possible.
In order to connect our societies in
positive ways, we should seriously
consider liberalising trade regimes,
opening new avenues for legal
migration, and vastly expanding the
number of students from the region who
come to Europe for education and
professional training.
Responding to the challenges and
opportunities of this moment demands
the creation of strong partnerships
among
states,
international
institutions, and non-governmental
actors. Since its inception in 2006, the
Global Forum on Migration and
Development (GFMD) has provided a
much-needed platform for dialogue
among states and other stakeholders on
issues related to migration and
development.
The Global Forum has done its job
by generating and fostering ideas that
can make migration benefit the
development of countries of origin and
destination. It is high time that these
ideas are implemented. There could be
no greater opportunity for doing so than
this strategically crucial window in the
history of Europe and the southern
Mediterranean. If we do not seize this
moment for action, history could well
pass us by.

– Special Representative of the United Nations Secretary-General for Migration, former Director General of the WTO and a former EU
Commissioner. Abridged from a article that appeared in the Financial Express, on May 02, 2011
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Special Article

Life without Doha
– Jagdish Bhagwati

S

In a recent commentary, I drew
on the Interim Report of the
High-level Trade Experts Group,
appointed by the governments
of Britain, Germany, Indonesia,
and Turkey, which I co-chair, to
explain why concluding the
WTO’s ten-year-old Doha
Round was important. The
column was reprinted on a
blog maintained by CUTS, the
most important developingcountry NGO today, leading to
an outpouring of reactions
from trade experts. The faucet
is still open, but the debate has
already raised critiques that
must be answered

– Professor of Economics and Law,
Columbia University. Abridged from an
article that appaered in The Economic
Times, on June 03, 2011
ECONOMIQUITY No. 2, 2011

ome critics rushed in to declare that Doha was dead – indeed, that they, being
smart, had already said so years ago. Presumably, our attempt at resurrecting
it was pathetic and hopeless. But, if Doha was dead, one had to ask why the
negotiators were still negotiating, and why nearly all G-20 leaders were still issuing
endorsements of the talks each time they met.
Others argued that Doha was dead as negotiated. Or, in the words of former US
Trade Representative Susan Schwab, writing in Foreign Affairs, the Doha talks were
“doomed” and ready for burial. However, these critics thought that one could pick
at the corpse and salvage “Plan B,” though what was proposed in its many variants
– always some minor fraction of the negotiated package to date – should more
accurately be called Plan Z.
It sounded like a great idea: better something than nothing. But, in multi-faceted
talks that straddle several different sectors and diverse rules, countries have
negotiated concessions with one another in various areas. Whatever balance of
concessions has been achieved would unravel if we were to try to keep one set and
let go of another.
Indeed, as Stuart Harbinson, a former special adviser to WTO Director-General
Pascal Lamy, has pointed out, the haggling over what should go into Plan B would
be as animated and difficult as the haggling over how to complete the entire Doha
package.
Some of the critics are factually ill-informed. The Bhagwati-Sutherland Report
amply documents that much has already been agreed upon in all the major areas.
As Lamy has put it, nearly 80 percent of the curry is ready; we need only additional
spices from the major players – India, the EU, the US, Brazil, and China. These can
be provided in politically palatable ways, which also means that the conclusion of
Doha is within our reach, not beyond our grasp.
But why bother to continue trying? If Doha fails, some say, life will go on. That
is true, of course, but that doesn’t make this view any less naïve.
If the Doha Round fails, trade liberalization would shift from the WTO to PTAs,
which are already spreading like an epidemic. But, if PTAs were the only game in
town, the implicit constraint on trade barriers against third countries provided by
the WTO’s Article 24, which is weak but real, would disappear altogether. The WTO
stands on two legs: non-discriminatory trade liberalisation and uniform rulemaking and enforcement. With the former eliminated, the most important institution
of global free trade would be crippled.
This would also affect the leg that survived, because the PTAs would increasingly
take over the functions of rule-making as well. This already can be seen in PTAs
whose rules on conventional issues like anti-dumping are often discriminatory in
favor of members. It is also reflected in the increasing number of non-trade-related
provisions being inserted into the PTA treaties proposed by the US and EU, a result
of self-serving lobbies that seek concessions by weaker trading partners, without
which free trade supposedly would amount to “unfair trade.” These rules are then
advertised as “avant garde,” implying that the PTAs are the “vanguard” of new
rules.
As a result, the willingness of WTO members to invoke the Dispute Settlement
Mechanism (DSM), the pride of the WTO – and, indeed, of international governance
– would also be sapped. Tribunals established within PTAs would take over the
business, leading to the atrophy, and eventual irrelevance, of the DSM.
We can live without the Doha Round, but for many people it would not be much
of a life. Now is no time for cynical complacency.
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Growth and Poverty: The Great Debate
Pradeep S Mehta & Bipul Chatterjee

T

his volume is a collection of views on the debate on relationship between
growth and poverty which happened over an Internet-based platform hosted by
CUTS International. Many renowned experts from across the world participated
with a diverse set of methodically reasoned opinions. This discussion has helped
to bring to the fore certain striking aspects of the growth-poverty relationship in
India but some of the issues discussed are equally relevant for the developing
world as a whole.
It could be observed that almost all experts accept the overarching importance
of growth – the forceful assertion by Professor Jagdish Bhagwati which sparked the
debate. It has addressed a contrarian contention that attention on growth promotion
policies is not absolutely vital for developing countries with high initial levels of
poverty. Such perceptions tend to overlook certain positive aspects of growth.
This volume firmly establishes the importance of growth in social development.
Its publication is timely as there is a reactionary murmur about growth in some
political quarters in India.
http://cuts-international.org/Book_Growth_and_Poverty.htm
CUTS International, 2011, M500/US$25, ISBN: 978-81-8257-149-5

Poor Economics
Abhijit V. Banerjee & Esther Duflo

P

oor Economics is a book about the very rich economics that emerges from
understanding the economic lives of the poor. It is about the kinds of theories that
help us make sense of both what the poor are able to achieve, and where and for what
reason they need a push.
The book is ultimately about what the lives and choices of the poor tell us about
how to fight global poverty. It also tells us a lot about where hope lies, why token
subsidies might have more than token effects; how to better market insurance; why less
may be more in education; why good jobs matter for growth?
Above all, it makes clear why hope is vital and knowledge critical, why we have to
keep on trying even when the challenge looks overwhelming. Success is not always as
far away as it looks.

We want to hear
from you…

Random House India, 2011, M499, ISBN: 978-81-8400-181-5
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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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