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Indo-Pak Engagement Needs Strategic Depth
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ith Pakistan’s cabinet approving the negative list
approach with a commitment to grant the muchhyped most-favoured-nation (MFN) status to India by
late 2012, bilateral trade and economic relations are
all set to get a boost. With expanding bonhomie, is it
not time for both to join up to look at international
trade issues with third countries that affect them both,
even if at varying intensities?
This is important because, after a long era defined
by conflicting cohesiveness and cohesive conflicts,
both countries are now willing to identify and remove
the deterrents to their bilateral relations.
In a globalising world, bilateral engagement will
also be affected by external factors as diverse as differences at the WTO and the
competitive nature of their external trade. Therefore, an important arena of
interventions to bilateral engagement comes from how both countries are
interacting and competing internationally and whether they will be able to build
common positions on issues shaping the global economic order and their own
conflated interests.
For example, when the Basmati rice patenting case came up in 1997 due to a
US company, Ricetech, obtaining a patent in the US Patent Office, it affected both
adversely. India had filed an objection. India approached Pakistan to jointly
register it, but Pakistan did not agree as there was a lack of consensus on the
definition, areas of cultivation, etc. Following that, Pakistan granted a
trademark on Basmati rice to its rice growers’ association, which only led to
further confusion. The lesson from the Basmati case raises the question of how
both countries should pursue issues of mutual interest at other international
fora.
The two countries are also competing internationally in the export of
mangoes. Most Indian mangoes are exported to the traditional markets across
Asia and Europe, especially Bangladesh, West Asia and parts of Europe.
Pakistan may fare better in the long run, despite the less costly Indian mangoes.
But even more than that, Brazil and other Latin American and Caribbean
countries could get a better hold than both India and Pakistan in the North
American mango market. Thus, such economic scenarios need to be analysed so
that bilateral cooperation can be supported with competitive collaboration.
Almost a year down the line, much has changed in the approach of India and
Pakistan towards each other on the trade front. Nearly a year ago, New Delhi
argued against Pakistan on the issue of concessions on Pakistan’s textiles
products by the EU, such as those given to LDCs.
Other than third country issues, better cooperation between both would
enable SAARC to function well. Thus far, many of the regional issues being
discussed at the SAARC platform are mortgaged to Indo-Pak relations and,
therefore, progress is either slow or negligible.
The mantra of success for both India and Pakistan is simple – collaborate
more, both regionally and internationally, so as to have a strategic depth in
bilateral economic engagement.
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Special Article

Shock-Proofing Asia’s Economies
– Noeleen Heyzer

U

ncertainty and volatility have
quickly become the “new normal”
of the global economy. For several
reasons, this turbulent external
environment poses the most significant
threat to Asia-Pacific growth in 2012.
One of this environment’s main
features is the ongoing weakness of
major developed economies. The
expected V-shaped global recovery, from
the depths of the 2008 financial crisis,
proved short-lived. The world economy
entered a second stage of crisis in
2011, owing to eurozone’s sovereigndebt crisis and continuing uncertainty
about the economic outlook for the US.
Mapping the landscape of these
threats, forecasting their impact, and
presenting a range of policy options to
help countries to ensure inclusive and
sustainable growth despite the
uncertainty, is the focus of the United
Nations’ 2012 Economic and Social
Survey of Asia and the Pacific.

O

ur forecast is that persistent
headwinds will slow Asia-Pacific
economic growth to 6.5 percent in 2012,
down from 7 percent in 2011. Reduced
demand for regional exports and higher
costs of capital, combined with loose
monetary policies and trade
protectionism in some advanced
economies, will contribute to the
slowdown. Nevertheless, Asia-Pacific
growth will continue to outpace that of
all other regions, acting as an anchor

of stability and a new pole of dynamism
for the world economy.
Moreover, robust growth from the
Asian economic powerhouses will
continue in 2012, with China likely to
grow at 8.6 percent and India’s growth
expected to accelerate from 6.9 to 7.5
percent. The South-East Asian subregion is likely to record a slight
increase in growth, owing to Thailand’s
strong recovery following the 2011
floods, and annual inflation in the AsiaPacific region as a whole is projected
to fall from 6.1 to 4.8 percent.
The greatest risk to the Asia-Pacific
economy in 2012 is a disorderly
sovereign-debt default in Europe, or an
unraveling of the eurozone. This worstcase scenario could lead to Asia-Pacific
export losses of up to US$390bn in one
year, with least-developed and landlocked
developing countries worst hit – losing
as much as 10 percent of their total
exports. Although unlikely, such a
scenario could reduce regional growth
by as much as 1.3 percentage points,
and prevent 22 million people from
escaping US$2-a-day poverty in 2012.

A

second key challenge to Asian
regional growth in 2012 is
commodity price volatility, together
with a long-term rising trend. High
prices and persistent volatility are
increasingly features of the “new
normal,” and both national and regional
economies need to adjust to this reality.

Project Syndicate

Rapid GDP growth, fiscal room
for manoeuvre & increasing
economic cooperation make
Asian prospects for 2012 bright

Another key step in “shockproofing” Asian economies will be to
address the problem of jobless growth,
unemployment, and rising inequalities.
This needs to be a gradual process of
rebalancing, supporting greater
domestic consumption as an enhanced
engine of growth and productivity, job
creation, and income equality.
Other critical economic-policy
challenges in 2012 will include
managing the balance between growth
and price stability – which will require
inflation-fighting measures beyond
monetary policy alone; coping with
capital flows, especially the surge in
short-term debt; dealing with exchangerate volatility; and addressing the
impact of extreme weather and natural
disasters.

T

he Asia-Pacific countries are
fortunate to face the turbulence and
uncertainty of the global economy this
year from a position of relative
strength. High GDP growth rates,
significant fiscal room for maneuver,
and increasing economic cooperation
make the region’s prospects for 2012
brighter than almost anywhere else.
Making the right policy choices – to
build resilience and pursue a sustainable
pathway to shared prosperity – will
prepare Asia and the Pacific to flourish
in the context of sustained global
uncertainty. That is good news in a
troubled and turbulent world.

– Under-Secretary-General of the United Nations and Executive Secretary of the Economic and Social Commission for Asia and the
Pacific; Excerpts from an article appeared in The Financial Express, New Delhi on May 15, 2012
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Economic Issues
Global Economic Confidence High
Confidence in the state of the global
economy over the coming 12 months
has climbed to its highest level in the
last four quarters. According to the
World Economic Forum Global
Confidence Index, one-third of global
experts from business, government and
civil society say they are confident or
very confident.
Fear of major economic depression
has decreased – dropped from 63 to 46
percent. “The survey results do not
signal a cautious optimism returning,
but merely caution as the global
economy remains fragile,” said Lee
Howell, Managing Director, World
Economic Forum.
The Global Confidence Index is a
joint initiative of the World Economic
Forum’s Risk Response Network and
Global Agenda Councils.
(FE, 13.04.12)
‘Too Big to Fail’ Fails
Two years after the US President
Barack Obama vowed to eliminate the
danger of financial institutions
becoming ‘too big to fail,’ the nation’s
largest banks are bigger than they were
before the credit crisis. Five banks –
JPMorgan Chase, Bank of America,

Citigroup, Wells Fargo and Goldman
Sachs – held US$8.5tn in assets at the
end of 2011.
This is equal to 56 percent of the US
economy, according to the US Federal
Reserve – up from 43 percent five years
earlier. Simon Johnson, a former Chief
Economist of the International
Monetary Fund (IMF), blames a “lack of
leadership at Treasury and the White
House” for the failure to fulfil that
promise. “It would be safer to break
them up,” he said.
The Obama administration rejects
the criticism, citing new safeguards to
head off further turmoil in the banking
system.
(ET, 17.04.12)
Key to Global Recovery
Policymakers in both developed and
developing countries must embrace
structural reforms to sustain economic
recovery and cope with the hangout from
loose monetary policy that could fuel
new risks. “While the IMF focuses on
macroeconomic stability, I’m trying to
say: Keep your eyes on structural
reforms for growth, whether it’s India,
China, Europe, the United States, Japan
or others,” said Robert Zoellick,
President, The World Bank Group.

G-20 to Promote Growth

A

t the G-20 Summit in Los Cabos, Mexico in June 2012, leaders of member
countries resolved to promote strong, sustainable, balanced growth, resist
any protectionist measures and intensify the fight against corruption.
Signalling that austerity can wait, the Los Cabos Declaration states: “We will
work collectively to strengthen demand and restore confidence, with a view to
supporting growth and fostering financial stability to create high-quality jobs
and opportunities for all our citizens. We have agreed on a coordinated Los Cabos
Growth and Joint Action Plan to achieve these goals.”
G-20 promises to:
• Support economic
stabilisation and global
recovery
• Combat unemployment
and give social protection
• Open trade and investment
and resist protectionism
• Strengthen international
financial architecture
• Reform financial sector
and foster financial
www.allvoices.com
inclusion
• Enhance food security and address commodity price volatility
• Eradicate poverty and meet challenges of development
• Long-term prosperity via inclusive green growth
• Intensify the fight against corruption

(BS, 21.06.12 & FE, 21.06.12)
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“If countries don’t undertake the
structural reforms for growth, there will
be pressures on monetary authorities
to continue the abnormal policies even
though that’s not really a solution,” he
said.
Zoellick is wary of new economic
risks, including asset bubbles that
could crop up after major central banks
have pumped in huge amounts of easy
money to stimulate economic growth.
(BS, 03.04.12)

Global Economy Outlook Darkens
The downturn in the Euro Zone’s
private sector is becoming entrenched
and Chinese factories are finding the
going increasingly tough, painting a
darker outlook for the world economy.
Euro Zone’s Purchasing Managers’ Index
has contracted by 60 percent in the
second quarter of 2012. China’s factory
sector shrunk for an eighth straight
month in June 2012.
While the Euro Zone has not actually
met the technical definition of recession
by putting in two consecutive quarters of
contraction, many consider growth is so
poor that it might as well have.
At the same time, economic growth
in China is widely expected to have slid
for the sixth straight quarter as the
country feels the impact of the Euro Zone
debt crisis and property controls weigh
on domestic demand.
(BL, 22.06.12)
Beware of 2014 Crisis
There could be a third global crisis
coming in 2014 in quick succession to
the financial crises of 2008 and 2011.
“The year 2011 has been an echo of
2008 when sovereign governments in US
and Europe stepped in to rescue banks
that were doing badly, which put all the
money generated by those governments
to rescue corporates,” said Kaushik
Basu, Chief Economic Advisor to the
Government of India.
“The fiscal profile of US, Europe and
Japan began to go down. Public debt to
gross domestic product (GDP) ratios
went up to 100 percent for Europe and
200 percent for Japan,” he said.
“In the next three years, i.e. by 2014,
it will be time to repay these loans. Since
fiscal consolidation plans in these
countries are poorly drafted, there
could be another crisis coming,” Basu
warned.
(FE, 11.04.12)
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Economic Issues
OECD Indicators Stay Positive
The OECD composite leading
indicators point to potential turning
point in economic activity in the Euro
Zone and regained momentum in other
economies, the Organisation for
Economic
Cooperation
and
Development said.
These indicators are designed to
anticipate turning points in economic
activity relative to trend and they tend
to precede turning points relative to
long-term trend by approximately six
months.
While the CLIs for US and Japan
continued to show strong signs of
regained momentum, the assessment for
non-member OECD economies – Brazil,
India, Russia and China in particular –
shows stronger positive signals.
(BL, 11.04.12)

EC for Centralised Banking Rules
The European Commission (EC)
proposed a system of centralised
banking regulations that would ensure
that taxpayers would never again have
to bail out ailing banks whose collapse
would threaten the wider economy.
Under the proposal, banks that
posed no systemic risk to the national
or international economy would simply
be allowed to fail. But those whose
failure would pose too grave a threat to
the stability of financial markets would
be propped up in part by having

unsecured creditors of the bank take
losses rather than having taxpayers give
the institution rescue money.
“We’re going to break the kink
between banking crises and public
budgets,” said Michel Barnier, the
European Commissioner for the internal
market. The complex proposal is not
scheduled to take effect fully until 2018.
(BL, 07.06.12)

Buy European Project
Lakshmi Mittal, Chairman and Chief
Executive of ArcelorMittal, has called
on European leaders to back a “buy
European” industrial programme as
part of an effort to boost the continent’s
economy. It follows proposals by Mario
Draghi, President of the European
Central Bank, for growth measures in
Europe to get the economy moving.
“We need measures to encourage
more purchases of European goods both
to boost demand and to ensure any
benefits are felt by European industry
rather than leading to more imports,”
(FT, 11.05.12)
Mittal said.
Press Ahead with Transaction Tax
Germany and nine other European
Union (EU) nations will press ahead
with plans to introduce a financial
market transaction tax, following failed
attempt for an agreement to levy it
across the EU.

Under the EU rules, the proposed tax
can be introduced if at least nine
nations support it. Besides Germany, the
supporters are Austria, Belgium,
Estonia, France, Greece, Portugal,
Slovakia, Slovenia and Spain.
The E C estimates that by charging a
tax between 0.01 percent and 0.05
percent on a broad range of financial
market transactions, more than 30bn
could be raised annually. (IE, 24.06.12)
Cost of Financial Reforms
The financial services industry is on
track to spend 33.3bn in the next three
years to comply with new EU regulatory
demands. The projected cost could
balloon to 50bn once Basel-III bank
capital requirements and Solvency-II
insurance safety rules kick in.
High cost items include banks
having to report far more frequently
and in far more detail on their large
exposures, on counter-party risk and on
collateral, as well as a host of new
requirements for alternative investment
fund managers.
However, the main problem for
companies is that the EU has been
pushing through reforms piecemeal
without coordinating their data
requests either internally or with
sprawling new demands from global
banking and insurance regulators.
(FE, 26.06.12)

EU’s Growth-Austerity Dilemma

F

ierce debate is growing in Europe whether austerity
or growth offers the best strategy to overcome the
continent’s sovereign debt crisis. As the Euro Zone hovers
on the brink of its second recession in three years, the
battle was launched in economic journals, blogs and the
financial press.
The growth camp argues that synchronised austerity
across Europe will only aggravate economic contraction,
swell the ranks of the unemployed and make it harder for
debt-laden countries to reduce their deficits and restore
market confidence.
The austerity crowd contend that cutting spending is
vital to make public finances sustainable, build
credibility with investors and create conditions for
healthy growth that is not based on even more borrowing
or on real asset bubbles.
Both sides agree that structural economic reforms to
boost potential growth by removing barriers in Europe’s
single market and making labour laws more flexible can
help in the medium term.
(FE, 17.04.12 & BS, 23.04.12)
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Economic Issues
Stimulus Fails to Raise Growth
Brazil’s
economic
outputs
contracted, defying government
stimulus measures. Brazil’s growth is
the second slowest in Latin America,
after Argentine, and comes as Asia’s
main emerging markets, China and
India, are also decelerating.
“The weak conditions are likely to
encourage the authorities to add more
fiscal and monetary stimulus to the
economy and to remain activist on the
foreign exchange front,” said Alberto
Ramos of Goldman Sachs.
Brazil is bringing down interest
rates in an attempt to kick-start an
economy that last year saw growth slow
dramatically to 2.7 percent and which
has virtually stalled in the past three to
four quarters.
(FT, 19.05.12)
Must Guard Against Risks
Emerging economies in Asia need to
guard against the impact of problems
emanating from the developed world.
“The growth in the Asian region is strong,
there are near-term risks that must be
guarded against, such as those
stemming from difficulties in the more
advanced economies,” said Haruhiko
Kuroda, President, Asian Development
Bank (ADB).
Asia, Kuroda added, has an
unprecedented opportunity to chart a
new course and provide a better life for
its people and also contribute to global
growth and their well-being.
“Asia needs also to recognise the
critical importance of knowledge-led
growth. How Asia manages these
challenges will have a significant
impact on future growth and stability,”
the ADB chief said.
(IE, 06.05.12)
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(BL, 22.05.12)

Global Entrepreneurial Performance
India ranked 73rd out of 78 nations
ranked in the Global Entrepreneurship
and Development Index. Topping the list
of the most entrepreneurial is the US
followed by Australia. Brazil and China
share the 54th place.
Though there were many selfemployed people across India, they
tended to have “low growth
aspirations,” says Erkko Autio of
Imperial College Business School,
George Mason University and one of the
authors of the study.
Too much regulation and limited
education opportunities are posing
barriers to India. The Index was not

meant to reflect the number of selfemployed people so much as the quality
of the businesses, their impact and
growth potential.
(BL, 24.04.12)
Indian Sovereign Fund
The Indian government is planning
to use disinvestment proceeds to set up
its own version of a sovereign wealth
fund. It will team up with state-run
companies for acquiring overseas raw
material and energy assets.
Many Asian countries enjoying
current account surplus have set up
sovereign wealth funds from their
foreign exchange reserves to acquire
assets overseas. The India fund will,
however, finance the global aspirations
of state-run companies as they scout
for strategic energy assets such as
oilfields, coal mines.
In India, disinvestment proceeds
flow into the National Investment Fund
(NIF) and the income is used for funding
social schemes. NIF will now be split into
three separate funds and one of them will
work like a sovereign fund.
(ET, 24.04.12)

Chinese Inflation Poses Policy Dilemma

C

hinese consumer inflation is leaving policymakers with less room to ease
monetary conditions to support a slowing economy. With the world looking to
China to prop up global demand, a sharp slowdown would be felt by its trading
partners and most commodity markets.
The World Bank has also cut China’s growth forecast. A cooling Chinese economy
will weigh on growth in East Asia in 2012, but Beijing still has plenty of fiscal
resources to help engineer a soft landing and should consider tax cuts and higher
welfare spending, according to the World Bank.

www.caglecartoons.com

Worst-Performing Currency
Despite more than 10 percent fall,
the Indian Rupee is not the worstperforming currency vis-à-vis the US$. It
is the 10th worst, after the currencies of
Myanmar, Malawi, Brazil, Nepal,
Swaziland, Namibia, Lesotho, South
Africa and Bhutan.
India’s BRICS peers Brazil and South
Africa have seen their currencies fall
by more than 15 and 10 percent
respectively. However, unlike the Indian
Rupee, the decline of the Brazilian Real
is a well-thought-out strategy to help
exporters. South Africa, though, has

concerns similar to those of India –
widening current account deficits.
China and Russia have also lost ground
against the US$.
Among the Asian currencies, the
Indian Rupee is the worst performer. It
was the biggest loser in 2011-12,
depreciating by more than 12 percent.

“The burden on any counter-cyclical response should fall on fiscal policy,” it
said. Meanwhile, China’s cabinet vowed to strengthen its fine-tuning of the economy.
“Efforts should be made to leave more room for new policies and prepare for
hardships and tests,” the Chinese State Council said.
The State Council pledged to improve macro regulation, enhance demand
management and make policies more focused and forward-looking.
(FT, 15.04.12, 24.05.12 & CD, 20.04.12)
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O

ne of the most important factors for global
warming is the increase in carbon-dioxide
levels in the atmosphere. Data show increasing
level of carbon-dioxide in the atmosphere. This is
evident from the records of atmospheric carbondioxide levels by the Scripps Institute of
Oceanography (which was started by the late Dave
Keeling in 1959).
The record shows that as compared to the
annual average level in 1959, when it was 315
parts per million, it has gone up significantly. It
went up by roughly one part per million per year.
In the recent periods, it is more about two parts
per million per year. More carbon dioxide in the
atmosphere means a stronger greenhouse effect.
As a result of increased carbon-dioxide levels,
global surface temperature records also show an
increase leading to a rise in the heat content of the
oceans.
(TE, 02.05.12)
Who Roars at Rio
Promotion
of
sustainable
development is the responsibility of
governments and businesses alike. But
unfortunately at the Rio+20 sustainable
development conference billed as the
largest event in UN history, there are
indications that some major country
heads might not be attending the event,
leave alone sparing financial resources
for a global mitigation plan, which is
close to the US$100bn a year.
Barack Obama, Angela Merkel David
Cameron would not be attending
because of some domestic issues. It is
also expected that a group of powerful
CEOs might call on governments to
charge a higher price for water – a key
resource.
It appears the environmental reality
has now become more complex because
of conflicting interests of different sets
of institutions: while one set of
institutions are failing to achieve,
another is striving to deliver.
(FE, 20.06.12)

Rio+20 – Victory on Principles
The missing political will can cost
the earth dearly in the coming periods.
Though there is now a greater
acceptance of the fact that the world
needs to set up important mechanisms
to promote an era of sustainable
development, but there is almost no
progress on this in the last many years.
It is disappointing that there is lack
of political will in developed countries
to provide enhanced means of
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Climate Changes

implementation to developing
countries, both in case of technology
transfer and finance. To a significant
number of stakeholders, mainly the
NGOs, it has all been a gigantic waste
of time, as the draft of the declaration
has left out too many things that were
dear to them.
(BL, 21.06.12)
Countries Doing Little on Warming
Reluctance to raise ambitions to cut
greenhouse gas emissions due to
economic constraints is threatening
progress towards limiting global
warming.
It might be recalled that at the UN
climate talks in Durban, South Africa in
2011, and also in 2010, countries
agreed to do something in line with
Kyoto Protocol to keep a tab on rise in
global average temperature.
The recent eurozone talks in Bonn,
which were partly to discuss ways of
raising the level of ambition on cuts,
show reluctance to commit to more cuts
by the end of the decade. It is expected
that failing to close the gap immediately
will lead to significant risks across
various tipping points and global
average temperature exceeding 3.5
degrees.
(Mint, 22.05.12)
Setting Up of Green Climate Fund
Setting up of the green climate fund
(GCF) is one of the most important
development towards achievement of a
more sustainable environment in the
world. The fund, established as a result
of the Durban talks in 2011, aims to

raise US$100bn to facilitate access to
funds by developing countries to tackle
climate change. Initially, the fund will
have windows for adaptation and
mitigation.
In an effort to fast-track funding to
support the adaptation and mitigation
activities of developing countries based
on thematic funding windows, six
countries have expressed interest to
host the fund referring to the ability to
recognise its legal capacity, privileges
and
immunities
along
with
administrative and logistical support.
(FE, 27.04.12)

Common but Differentiated Approach
A number of countries have
expressed their unhappiness over the
zero draft of the outcome document
prepared by negotiators of 194
countries for sustainable development.
The unhappiness is mainly over the
most crucial point of funding and
technology transfer by developed
countries to help the developing and the
poor nations embrace green
development. It is argued that without
such mechanisms, the document will
not be able to achieve its objectives of
sustainable development.
On the positive side, it is good that
developing countries demand for
‘common
but
differentiated
responsibility’ has been accepted as a
workable proposition. This recognises
the fact that developed countries have
contributed more in global climate
change and therefore they have greater
responsibility.
(BS, 21.06.12)
ECONOMIQUITY No. 2, 2012
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Price of Carbon Credits to Rebound
Pricing of carbon credits is playing
a major role in greening of development
projects. Its’ pricing is, however, directly
linked to its’ demand and supply in the
market. The price of carbon credits is
likely to double in 2012, due to a
recovery in demand from the EU.
After remaining sluggish for some
time, it is expected that CER price might
surge by about 92 percent before the
end of 2012 from the current level of
3.55. The development assumes
significance as CDM projects in India
and other developing countries have
been holding their CER certificates in
anticipation of a recovery in prices.
Most projects in India are also
holding CERs, as prices have fallen
sharply in the past three quarters. They
expect CER demand to come back in the
European region, which is the largest
consumer of CERs in the world.
(BS, 24.05.12)

India a Top Clean-energy Economy
As an indicator of India’s march
towards greening of its energy
requirements, investment in clean
energy in India is increasing. Driven by
the ‘National Solar Mission,’ with a goal
to achieve 20 GW of solar power
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Europe’s ‘Green Tyres’ Initiative
Drive for greening of products is
going on in many countries. One recent
example is initiative on green tyres. After
a voluntary drive in green tyres in Japan,
and some initial progress in Brazil and
the US, Europe is taking initiatives for a
mandatory tyre labelling regime from
November 2012. Many other countries,
including India are expected to follow
suit.
The move is expected to benefit both
in terms of fuel saving and cleaner
emissions. It is understood that tyres
contribute to 20-30 percent of fuel

consumption in an automobile. Green
tyres with high performance and
innovative materials will help to reduce
wasted energy fuel consumption. The
study by Lanxess demonstrates that
with green tyres, the fuel savings were
nearly 100 alone annually.
(BL, 15.05.12)

India to Ward off Impact of Climate
Despite increase in grain output and
milk production, farmers in India need
to increasingly adapt to the impact of
global warming as manifested in erratic
monsoon conditions. According to a
report by the International Crops
Research Institute for Semi-Arid Tropics
(ICRISAT), any complacency would prove
fatal for the country in the long run.
Many other expressed a similar view
at a seminar titled “Policy dialogue on
Building Climate Resilience Agriculture
in India”, organised by ICRISAT and ICAR
with support from Asian Development
Bank.
According to Abhijit Sen, Member,
Planning Commission and S Ayyappan,
Director General, ICAR the country needs
to take effective preventive measures to
ward off its long-term effect. On the
positive side, the government is aware to
the problem and a number of preventive
initiatives are being taken to meet the
future challenges.
(FE, 22.05.12)

‘Green National Accounts’ for India

T

he concept of greening of economies is gaining ground in many countries
including India. India has recently established an expert group to develop a
framework for “Green National Accounts” for India, and it is expected that some
significant progress will be achieved in this by the year 2015.
In addition, India has also
set up the Indian Network for
Climate Change Assessment, a
network-based programme that
brings together over 120
institutions and 220 scientists
from across to assess different
aspects of climate change
across sectors and regions
within the country.
The initiatives are premised
on the fact that there is an
intimate link between security
of
livelihoods
and
sustainability of lifestyles. The development can be considered significant and
such efforts need to be made at a global level through coordinated action.
www.greentechleadcom

India’s Plan to Save Climate
India is taking a number of
initiatives to save climate. To fight
against climate change, the Government
of India plans to allocate almost M2 lakh
crore through various missions in the
12th Plan period (2012-2017).
The agriculture mission under the
National Action Plan on Climate Change
alone is to spend upwards of M1 lakh
crore over five years to make the primary
sector more resilient to inevitable
changes in climate change. It might be
noted that the government presently
spends 2.8 percent of its GDP on
programmes relating to adaptation.
Resource constraints, however,
could play a dampener. The
government’s commitment to reduce
energy intensity by 20-25 percent below
2005 levels by 2020 entails huge costs
for the country. There is, therefore, need
for several billion dollars that need to
be provided by the international
community.
(ToI, 30.04.12)

installed by 2020, India has achieved a
seven-fold jump in solar energy
investments to US$4.2bn during the last
year (2011).
An additional 2.8 GW of capacity
was installed, taking installed clean
energy generating capacity in India to
22.4 GW. The year also witnessed
increase in private investment by 54
percent to US$10.2bn, the second
highest growth among the G-20 nations.
India is now one of the most
important destinations for private
clean energy investment, presently
ranked 6th among the G-20 countries.
This has been as revealed by a research
report released by The Pew Charitable
Trusts.
(BL, 12.04.12)

(BS, 15.04.12)
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Special Article

Rio’s Unsustainable Nonsense
– Jagdish Bhagwati

I

f George Orwell were alive today, he
would be irritated, and then shocked,
by the cynical way in which every lobby
with an axe to grind and money to burn
has hitched its wagon to the alluring
phrase “sustainable development.” In
fact, the UNs’ Rio+20 Conference on
Sustainable Development is about pet
projects of all and sundry – many of
them tangential to the major
environmental issues, such as climate
change, that were the principal legacy
of the original Rio Earth Summit.
Thus, the International Labour
Organisation and trade-union lobbies
have managed to insert “Decent Jobs”
into the seven priority areas at the Rio
conference. I would love for everyone,
everywhere, to have a decent job. But
what does that have to do with either
the environment or “sustainability?”
No one should pretend that we can
magically offer decent jobs to the huge
numbers of impoverished but aspiring
workers in the informal sector. Such
jobs can only be created by adopting
appropriate economic policies. Indeed,
the really pressing task facing many
developing economies is to pursue
policies that promote economic
opportunities by accelerating growth.

T

he flavour of the week in Rio is
“sustainability indexing” for
corporations, by way of corporate
social responsibility (CSR). Such
indexing is being compared to
accounting standards. But the latter are
“technical”
and
gain
from

–
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standardisation; the former are not
and must reflect variety instead.
Corporations can, of course, be
asked to conform to a “don’t” list –
don’t dump mercury into rivers, don’t
employ children for hazardous tasks,
etc. But what they practice as “do’s” by
way of altruism is surely a matter of
what they consider virtuous to spend
their money on.
At a time when the world is
emphasising the importance of
diversity and tolerance, it is effrontery
to suggest that corporations should
standardise their notion of how they
wish to promote good in the world.
Even when the Rio+20 agenda
includes something more properly
“environmental” – say, the supply of
water – platitudes predominate. Thus,
the availability of safe drinking water
is now to be enshrined as a “right.” We
have traditionally distinguished in
human-rights conventions between
(mandatory) civil and political rights,
such as the right to habeas corpus, from
(aspirational) economic rights,
because the latter require resources.
Blurring that distinction is no
solution.

A

fter all, “availability” can be
interpreted according to many
criteria and thus in myriad ways: How
much water? At what distance from
different households (or by pipe into
each house)? At what cost? These
decisions have different implications
for the availability of water, and they

Project Syndicate

If the cataclysmic scenarios implied by neglect
of climate change are valid – and extreme
estimates, it must be said, could backfire
politically by looking implausible or, worse, by
producing a “Nero effect” (if Rome is burning,
let’s party) – Rio+20’s lack of action should be
regarded as an historic failure

must compete, in any event, against
other “rights” and resource uses.
In the end, therefore, water
availability cannot properly be called
a “right.” Rather, it is a “priority,” and
countries will inevitably differ in the
sequence with which they pursue it
relative to others.

W

hile these are “sins of
commission,” the “sins of
omission” at Rio+20 are even more
glaring. For a conference that is
supposedly addressing “sustainability,”
it is worth lamenting the absence of a
heroic effort to agree on a successor
treaty to the Kyoto Accord. If the
cataclysmic scenarios implied by
neglect of climate change are valid –
and extreme estimates, it must be said,
could backfire politically by looking
implausible or, worse, by producing a
“Nero effect” (if Rome is burning, let’s
party) – Rio+20’s lack of action should
be regarded as an historic failure.
The rich should be urged not to
flaunt their wealth: extravagance amid
much poverty arouses wrath. The poor,
meanwhile, need a fair shot at raising
their incomes. That can only come
through access to education and
economic opportunity, both in poor and
rich countries.
“Less Excess and More Access”: only
a policy mix based on this credo will
guarantee that our societies remain
viable and achieve genuine
“sustainability.”

University Professor of Law and Economics at Columbia University and a Senior Fellow, Council on Foreign Relations; Excerpts from an
article appeared in the Project Syndicate on June 21, 2012
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Special Article

From Galleons to Globalisation
– Haruhiko Kuroda* & Luis Alberto Moreno**
Economic Times

Dynamic trade and investment
between Asia and Latin America
will spur global growth

W

e often think of globalisation as
a modern phenomenon, but
nearly five centuries ago, Asia and Latin
America were vibrant trading partners.
Spanish trading galleons sailed
regularly across the Pacific Ocean
between Manila and Acapulco, trading
spices and silk from India and China
for silver from vast mines in Mexico
and Peru. The ties between what was
known as the East Indies and the West
Indies were deep, and profitable.
Today, we are witnessing an
intensification of those historic EastWest ties. Since 2000, trade between
Asia and Latin America and the
Caribbean (LAC) has been growing at
an annual average rate of 20 percent,
reaching around US$430bn in 2011.
China is now Latin America’s secondmost-important trading partner, fast
gaining on traditional US dominance.

F

oreign direct investment flows
between the two regions have also
surged during the last decade, driven
largely by firms from China, Japan and
South Korea on the Asian side and
Brazil and Mexico on the Latin American
side. In just eight years, 18 free-trade
agreements have been implemented
between economies in the two regions,
with four more signed and another eight
under negotiation.
There are two reasons for this
interconnectivity. First, world growth,
particularly in developed economies,
has remained sluggish while Asian and
Latin American economies are
experiencing much higher growth.
Second, specialisation has occurred
according to comparative advantage

with Asia exporting manufactured
products in return for commodities
such as mineral, energy and
agricultural resources from Latin
America.
This dynamic trading and
investmentrelationship has helped the
Latin American region post average
growth of around five percent over the
past decade and Asia nearly seven
percent growth. Indeed, rapid tradeand investment-led growth in Asia and
Latin America, as well as between them,
has helped reduce acute poverty and
will propel large sections of
populations to middle-class status in
the next decade or so.
Indeed, Asia and Latin America
today are two vital engines of growth
on which the rest of the world’s
economies increasingly depend.

L

atin America has much to learn from
Asia’s world-class education
systems, high level of science and
technology sophistication, outwardoriented policies that led to the
formation of regional supply chains,
public-private sector partnerships and
regional financial cooperation
initiatives, such as the Chiang Mai
Initiative.
Asia could benefit from studying
Latin America’s experiences in poverty
reduction and social safety net
policies, farm productivity practices
and the promotion of sustainable
cities.
As our regions pursue greater trade
and investment, there will be barriers
to overcome. Asia is not only China,
India and Japan, just as Latin America

is not only Brazil, Mexico and
Argentina. Trade and investment can be
broadened in scope and geography.
Better connectivity is needed.
Combining physical cross-border
infrastructure with overall logistics
and trade facilitation will support
market-led cross-regional integration.

N

ational regulations and standards
need to be conducive to greater
private-sector investment, particularly
in higher value-added products,
services and technologies. The two
regions need to move the current
‘commodity-for-manufacturing’ pattern
of trade and investment to the next
level.
Finally, a combination of outwardoriented development strategies,
business-friendly climates and
continuous investment in human capital
will help sustain the progress both Asia
and Latin America have achieved thus
far.
To
ensure
cross-regional
knowledge-sharing has the greatest
impact, the ADB and the IDB have
established a South-South cooperation
agreement to help their members deal
with complex issues such as regional
integration, infrastructure, renewable
energy, climate change, institutional
development and social policy.
Some of us call this the Decade of
Latin America and the Caribbean. Others
refer to the times we are living in as the
Asian Century. We believe that if we work
together, both regions will share in an
era of progress and prosperity that the
captains of those long-ago galleons
could only begin to imagine.

* President, Asian Development Bank
** President, Inter-American Development Bank
Excerpts from an article appeared in The Economic Times, on May 03, 2012
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Trade Winds
IMF to Recognise Chinese Surplus
In a recent debate on China’s
currency at the IMF, it is reported that
the IMF is poised to sharply reduce its
long-term forecast of China’s currentaccount surplus, the broadest measure
of a nation’s trade, which would
strengthen Beijing’s defense against the
US argument that the Chinese currency
is “substantially undervalued.”
It would significantly lower China’s
long-term current account surplus in
the update of its flagship publication,
the World Economic Outlook, from the
forecast of more than seven percent of
GDP in the September WEO.
The final number has been the
subject of ongoing debate within the
fund, reflecting the difficulty of the
political and technical issues involved.
Both the IMF and China’s Central Bank
did not comment on IMF’s WEO
estimates.
In the meanwhile, China recorded a
US$5.4bn trade surplus in March,
sharply reversing a US$31.5bn deficit
in February, and compared with a
median US$3.2bn deficit forecast of 15
economists polled by Dow Jones
Newswires.
(Mint, 11.04.12 & WSJ, 10.04.12)

Milestone in Trilateral Cooperation
A ‘milestone’ investment agreement
between China, Japan and South Korea

was signed after years of negotiations.
The pact will provide more stable and
transparent investment environment
for the three parties & is an important
basis for the free trade agreement (FTA).
The proposed trilateral agreement,
would exercise influence on a fifth of
world trade. “The global economy is
recovering slowly while the European
debt crisis is not over,” said Chinese
premier Wen Jiabao.
He also stated that “The
establishment of a free trade pact will
unleash the economic vitality of the
region and give a massive boost to
economic integration in East Asia.”
(Mint, 14.05.12 & CN, 18.05.12)

West’s ‘Closed Club’ on Services
The US and the EU, joined by some
others, have floated the idea of a
‘plurilateral pact’ on trade in services
as the Doha Round of the WTO is in a
limbo.
India has expressed concern
against attempts to selectively open up
certain services sector and negotiate a
‘closed club’ agreement as it could
undermine the WTO.
The Indian Trade & Industry
Minister, Anand Sharma, in his address
to G-20 said “This would not only upset
the delicate balance of the Doha Round
but would also undermine the WTO.”
He further insisted that countries

need to remain faithful to the mandate
of the Doha Round and the development
agenda and should strive to create a
level playing field for all to compete.
(ET, 21.04.12)

Pirate Attacks Drop
Global pirate attacks fell 28 percent
in the first quarter as naval
interventions reduced incidents off the
coast of Somalia, the International
Maritime Bureau said. Incidents near
Somalia dropped to 43 from 97 and the
number of vessels that were hijacked
also fell, it said.
This is a good news, particularly,
as Oil tankers carrying about 750,000
barrels of crude daily through the Suez
Canal, the world’s busiest man-made
waterway, must pass by Somalia’s
coastal waters, according to figures on
the canal authority’s website.
Container ships moving half the
world’s manufactured goods are also
targets. Total trade valued at US$1tr
moves through the region, according
to the European Union’s naval force.
Interestingly, piracy cost the
shipping industry and governments’
US$6.9bn in 2011, including US$2.7bn
in extra fuel to speed up through the
area and US$1.27bn on military
operations, according to the
foundation.
(Mint, 24.04.12)

World Trade to Slow Down in 2012

T

he WTO has projected a further slowdown in world trade,
pegging the growth at 3.7 percent for 2012. World trade

expanded in 2011 by 5 percent, a sharp deceleration from
further still to 3.7 percent in 2012, WTO economists project.
They attributed the slowdown to the global economy losing
momentum due to a number of shocks, including the European

www.english.ruvr.ru

the 2010 rebound of 13.8 percent, and growth will slow

sovereign debt crisis.
WTO Director General Pascal Lamy stated that “More
than three years have passed since the trade collapse of
2008-09, but the world economy and trade remain fragile.
The further slowing of trade expected in 2012 shows that the
downside risks remain high. We are not yet out of the woods.”
Reportedly, India and China are the fastest growing export
markets for least developed countries as per the WTO report.
(WTO News & NYT, 12.04.12 & TH 14.04.12)
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Trade Winds
Huge Potential for Indo-Pak Trade
Invigorated talks to grant of MFN
status to India by its neighbour Pakistan,
has spurred discussion to harness the
potential of bilateral trade between the
two and to take to a higher level subject
to both countries addressing certain
issues which hinder the bilateral trade.
At present the bilateral trade is around
US$2.6bn largely in favour of India
while the trade through third country
amounts to US$10 bn.
Ever since, steps are being taken in
this direction. The recent opening of an
integrated check-post at Attari border
off Amritsar in Punjab, is likely to raise
the annual volume of trade between
India and Pakistan to US$8bn from
US$2.6bn in the next two yeas.
On other hand, business delegation
from both countries are meeting and
talking business. On an official front,
trade ministers from both the countries
have met and discussed the situation.
(TH, 13.04.12; ET, 14.04.12 & 16.04.12)

India-Azerbaijan to Boost Trade Ties
In recent bilateral talks between
Indian and Azerbaijan, India has
expressed keenness to participate in the
exploration and development of oil and
gas fields in Azerbaijan. India also
sought to use the Baku–Tbilisi–Ceyhan
pipeline for evacuation of oil to meet
India’s energy security needs.
During the bilateral meeting, India
identified petroleum IT, food processing
and pharmaceuticals as the sectors
with the maximum potential for trade
and investment with Azerbaijan.

On a similar note, India wants to
fast-track the setting up of an
International North-South Transport
Corridor to improve connectivity with
Azerbaijan. The transport corridor will
also help save time and transportation
costs.
(BL, 17.04.12)
India 46th in Global Trade Logistics
India ranks 46 th in global trade
logistics performance, whose top five
slot are occupied by Singapore, Hong
Kong, Finland, Germany and
Netherlands in the list of 155 countries
said the recent report by World Bank
titled “Connecting to Compete
2012:Trade Logistics in the Global
Economy.’
World Bank applauded countries
like India, China and the US, to pursue
aggressive reforms and to have
improved their global trade logistics
performance despite the slowdown in
progress in the sector over the last two
years amid the global recession.
According to the LPI, high-income
economies dominate the top logistics
rankings, while the economies with the
worst performance are least developed
countries that are also often
landlocked, small islands or postconflict states.
(ET, 16.05.12)
India to Become Top Rice Exporter
India the largest rice grower after
China, is poised to rival Vietnam as the
world’s biggest shipper, ending
Thailand’s 30-year reign after
favourable weather and higher
government prices boosted the harvest

to a record. It is expected that exports
may climb to 7 million metric tonnes in
the year ending August 31, 2012.
Vietnam will export 7 million tonnes
and Thailand 6.5 million tonnes.
Further, the exports association
states that “We are very competitive
compared with Thailand because of a
large surplus and a weaker rupee.” The
associated also cleared that free-onboard price of 25 percent broken longgrain white rice in Thailand costs as
much as US$520 a tonne compared with
US$385 a tonne in India.
(Bloomberg, 09.05.12)

Exports of Farm Products under Scanner
Law enforcement agencies are
scrutinising India’s exports of
agricultural commodities on suspicion
that the quantity of overseas shipments
is being inflated by racketeers to corner
export incentives and repatriate
untaxed wealth stashed abroad.
The agricultural items in question
are relatively low-profile commodities
such as guar and honey in the case of
which exports exceeded domestic
production. The money involved in the
suspected racket could be as much as
M500 crore as per one of the officials of
Central Economic Intelligence Bureau
(CEIB).
The CEIB investigation point
towards two facts: firstly, by inflating
the exports, racketeers are cornering the
export benefits and secondly, it is found
that the remittance is coming from a
third country, different from that of the
consignees.
(Mint, 02.05.12)

India-EU Trade Deal Runs into Liberalisation Hurdle

The Hindu Buisness Line

T
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he proposed free trade pact between India and the EU is stuck
because EU aspires for a deeper integration in the form of
more opened up Indian sectors such as legal and postal services
for foreign investment and further liberalise sectors such as
banking, insurance and pension, besides the contentious multibrand retail.
On the other hand, India has demanded, inter alia, that the EU
lift restrictions on flow of sophisticated outsourcing business to
India by designating it as a data secure country. The issue has been
taken up by New Delhi in the bilateral FTA being negotiated, which
includes an extensive chapter on free flow of services.
In the present economic turmoil in EU and a rather cautious
approach taken by Indian government, the future of this FTA remains
hanging in air with greater clarity is expected from Minister Anand
Sharma’s visit to participate in scheduled trade minister’s meeting
in Brussels in June 2012.
(ET, 16.04.12 & Mint, 06.05.12)
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Trade Protectionism

US Sets More Duties on India Steel Pipe

T

he US piled another layer of preliminary duties, recently, on a certain type of
steel pipe from India, a month after India complained at the WTO about an
earlier US round.
The US Commerce Department had determined that Indian companies were
selling circular welded carbon-quality steel pipe in the US at 48.43 percent below
fair market value. The duties will require importers to post bonds or cash deposits
based on the preliminary rates until a final decision on antidumping duties is
made later in 2012.
However, India rejects the US view that Indian manufacturers are subsidised
because a portion of the iron ore they use to produce the steel pipes comes from
India’s top iron ore miner NMDC, a state-run company.

www.english.alrroya.com

Meanwhile, India may get an ally in Canada in its fight against the US on
imposition of penal import duties on certain steel products. Given its substantial
trade interest in this dispute, Canada has sought permission from the WTO to
participate in the talks on countervailing duties on hot-rolled steel products
(FT, 13.04.12; FE & ET, 25.05.12)
exported by India.
India Moves against US Visa Fee Hike
India will seek for consultations
with the US under the aegis of WTO on
visa fee hike for professionals, which
“discriminates” against Indian software
companies that send employees to the
US on short-term contracts.
The US raised visa fee in 2010 to fund
its enhanced costs on securing border
with Mexico under the Border Security
Act. India has been protesting against
the measure at different forums.
“It is the sovereign right of any
country to hike visa fee, but the US move
is mainly against the Indian IT
companies. The law discriminates
between an American and Indian
company. This is a breach of national
treatment and most favoured nation
status,” an Indian Commerce Ministry
official said. (ToI, 02.04.12 & TH, 11.04.12)
Growing Protectionism Concerns the EU
The EU has expressed its displeasure
on the growing trend of protectionism
adopted by Latin America and India in

12

recent times. The EU has written to India
regarding alleged protectionist
measures such as curbing export of
cotton and the compulsory local content
requirement in manufacturing of
information technology and telecom
equipment in the country, signalling
growing friction between the two sides
in an otherwise cordial relationship.
While on the other hand, EU’s top
trade official has warned of ‘a growing
tendency toward protectionism” across
Latin America, and appealed to Brazil,
the region’s largest economy, to resist
such policies.
(FT, 08.05.12; BL, 06.06.12 & Mint, 22.06.12)

China Challenges US Anti-Subsidy Tariffs
China filed a complaint at the WTO
recently against US import duties on 22
Chinese products that the US claims are
unfairly subsidised, including solar
panels, which has an annual export
value to the US of US$7.3bn.
The dispute adds more heat to a
trade relationship that has barely

stopped simmering despite the US
seeing signs of China “making progress”
towards easing restrictions on its
currency, one of the biggest causes of
friction.
It is noteworthy that China’s pace of
overall export growth has slumped to
single digits in 2012, the trade deficit
with the US set an annual record of more
than US$295bn in 2011, putting extra
pressure on US manufacturers whose
markets are still recovering from the
(BL & FE, 25.05.12)
financial crisis.
India, China to Discuss Trade Disputes
India and China intensified efforts
to iron out trade differences, with two
high-profile meetings due to take place
will address mutual concerns over antidumping investigations and barriers to
investment.
A trade remedy joint working group
will come up with a mechanism to nip
trade disputes in the bud before they
lead to the filing of formal antidumping
investigations.
The group will primarily look at
antidumping investigations and
examine whether such cases can be
settled before formal complaints are
filed. Bilateral trade reached US$74bn,
propelling China to become India’s
biggest trade partner. Trade rose by
US$12bn from 2011.
(TH, 15.04.12)
US against Outsourcing of Call Centres
A Congressional Bill that bars US
companies outsourcing call centre jobs
from receiving federal grants and loans
now has over 100 co-sponsors, its
promoter Tom Bishop said.
The US Call Centre and Consumer
Protection Act (HR 3596), introduced in
the US House of Representatives, now
has as many as 106 lawmakers as its
co-sponsors.
The Act, if passed by the Congress
and signed into law, would require the
US Department of Labour to track firms
that move call centre jobs overseas; the
firms would then become ineligible for
any direct or indirect federal loans or
loan guarantees for five years.
Further, the Bill also requires
overseas call centre employees to
disclose their location to US consumers
and gives customers the right to be
transferred to a US-based call centre
upon request.
(TH, 13.04.12)
ECONOMIQUITY No. 2, 2012

Development Dimensions
In Defense of Generic Drugs
Brazil, China and India have
defended the right of poor countries to
access cheap generic medicines. They
resisted attempts by the US, Japan and
some other developed countries at the
WTO to club counterfeits or copies of
patented drugs with fake or spurious
ones.
In a meeting at the WTO Council on
Trade-Related Aspects of Intellectual
Property Rights, these developed
countries said counterfeit medicines
not only cause economic loss but also
put the lives of patients at risk as they
could be ‘dangerously sub-standard’.
Many developed countries, led by
the US and the EU, had earlier tried to
convince
the
World
Health
Organisation (WHO) to include fake
drugs in the definition of counterfeits.
India, with the support of other
developing countries, managed to
convince the WHO that merging of
definitions was not only unwarranted
but could also be counter-productive
in terms of supply of cheap medicines
to the poor.
(ET, 25.06.12)

Microsoft Pays $1.1bn
The price of technology patents
reached a new level as AOL announced
it would sell or license its entire
portfolio to Microsoft for US$1.1bn. The
purchase will put the software giant in
control of some of the core patents from
the early days of the World Wide Web.
The purchase comes after
regulators
approved
Google’s
US$12.5bn purchase of Motorola
Mobility, prompted mainly by
Motorola’s patents, and the US$4.5bn
ECONOMIQUITY No. 2, 2012

(FT, 10.04.12 & 24.04.12)

Fight against Corruption
The United Nations Global Compact
(UNGC), the UN agency that works for
responsible corporate citizenship, is
focusing on the fight against corruption
in procurement.
“The impact of corruption in
procurement is different from one
country to another. Countries like the
US and Britain are also fighting the
menace. Governments in Brazil, China
and India are also taking firm steps,”
said Olajobi Makinwa, Head of
Transparency and Anti-Corruption
Initiatives of UNGC.
“Governments solely cannot be
blamed for corruption. The private
sector should also address the
challenge of corruption. Today, nobody
wants to work for a crook. The problem
has to be addressed in holistic
manner,” she added. The UNGC is
working closely with governments,
private companies and civil societies
for collective action against
corruption.
(BL, 19.04.12)
Down but Vulnerable
Global food prices dropped sharply
due to favourable supplies, growing
economic uncertainties and a
strengthening dollar, said the Food
Price Index report of the UN Food and
Agriculture Organisation (FAO).
In May 2012, the average
international price of a basket of food
commodities was 204 points, nine
points below the average in April. This
was the lowest since September last
year and about 14 percent below its
peak in February 2011.
However, inflation threat remains.
“With planting yet to be completed and
much of the crop in early stages of
development, the outcome will depend
on weather conditions in the coming
months,” FAO cautioned.
(BS, 08.06.12; FE, 04.05.12)

Global Aid
Crunch

A

id flows were down in 2011.
They fell by US$3.4bn in real
(inflation-adjusted) terms to
US$133bn in 2011. According to
Oxfam, once exceptional factors
such as the timing of debt relief are
stripped out, it was the first fall in
development assistance since 1997.
No western country has been left
unscathed by the downturn of the
past five years, and that financial
pressure is reflected in the
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Jobs in Limbo
Ten million manufacturing jobs
worldwide cannot be filled due to
growing skill gaps. A report released
by the World Economic Forum in
collaboration with Deloitte Touche
Tohmatsu Ltd. said this shortage is
pervasive despite high unemployment
rate in many developing economies.
“The skills gap that exists today is
not likely to close in the near future,
which means companies and countries
that can attract, develop and retain the
highest skilled talent will come on top,”
said Craig Giffi, V ice-Chairman at
Deloitte in the US.
(BL, 29.04.12)

sale of Nortel’s patents. Similarly,
Facebook paid US$550mn for a batch
of patents from Microsoft.
“It sounds like the cold war arms
race,” said Ron Laurie, a patents expert
in Silicon Valley. “Microsoft is looking
at Google sitting on a pile of basic
infrastructure patents and wanted to
respond,” he added.

development assistance figures
released by the OECD. Globally the
OECD data shows that the golden
period for aid is now done with.
Pledges made at Gleneagles in 2005,
when western countries were flush,
have not been made.
It is argued that until the spirit
and the energy that led to ‘Jubilee
2000’ and ‘Make Poverty History’ is
rekindled, western politicians will
be able to get away with breaking
their promises.
In the meanwhile, India’s foreign
assistance budget has grown to
US$680mn in 2010, from US$443mn
in 2004 – an annual growth of over
seven percent. The majority of India’s
assistance continues to be for
(BL, 06.04.12)
neighbours.
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Development Dimensions
Remittance by Indians Falls
For the first time in seven years,
Indian remittance abroad falls. It has
primarily been because of fall in both
remittance related to foreign education
and money sent abroad to close
relatives. The only segment that has
witnessed a jump in outward
remittance is travel.
Agencies providing education
opportunities abroad say there has been
a drop in the number of students going
for higher education because of
economic slowdown in the US and
Europe and a decline in job
opportunities.
“In the UK, the post-study work
option that was available to students
has been abolished, which has led to a
significant decrease in the student
numbers to the UK,” said
Balasubramanyam Pingali of Study
Overseas Education Consultants.
(IE, 28.05.12)

Protest against IP Rights Watch List
India strongly objected to the US
placing it on a priority watch list in its
latest Trade Representative’s report. It
raises concerns over India’s enforcement
of intellectual property rights.
Indian Commerce Minister, Anand
Sharma termed the move “unilateral,

unfortunate and unjustified”. In a letter
to the US Trade Representative, he
wrote, India has a stable intellectual
property regime fully compliant with
TRIPs and a strong enforcement
mechanism.
USTR’s Special 301 report said: “The
US will closely monitor developments
concerning compulsory licensing of
patents in India following the broad
interpretation of Indian law in a recent
decision by the Controller General of
Patents, while also bearing in mind the
Doha Declaration on TRIPs and Public
Health.”
(Mint & FE, 09.05.12)
Lags in Opening Bank Accounts
India lags behind developing
countries in opening bank accounts, but
is much closer to the global average
when it comes to borrowing from formal
institutions. This was revealed in a
World Bank study which analysed how
adults in 148 countries save, borrow,
make payments and manage risks to
measure financial inclusion.
The paper provides interesting
points on who uses banking services
and why. For example, in India only 26
percent women reportedly having a
formal financial account, much lower
than the 47 percent global average and
even lower than 37 percent average of

Inclusive Wealth Index

A
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new measure of ‘Inclusive Wealth’
which stretches beyond gross
domestic product and the Human
Development Index puts India sixth
from the top of 20 selected countries.
Inclusive Wealth Index is a more
holistic measure which looks at a full
range of assets such as manufactured,
human and natural capital. Economic
performances were assessed between
1990 and 2008.
The 20 countries including Brazil,
China, Germany, the US, together
account for almost three-quarters of
global GDP in this 20-year period. This
was revealed by the United Nations
University and the United Nations
Development Programme.
Despite registering GDP growth, China, India, the US, South Africa and Brazil
were shown to have significantly eroded their natural capital base. India has
registered a significantly lower IWI growth. This negative trend is likely to continue
unless measures are taken to increase the natural capital base or reduce population
growth.
(BS, 20.06.12; FE, 22.06.12)
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developing countries.
The report describes the expansion
of financial services through mobile
phones in the developing world a ‘bright
spot,’ dubbing sub-Saharan Africa the
‘greatest success.’
(Mint, 23.04.12)
Pharma Leads, Tech Lags
Top patent-seekers from the US,
Japan and China – who file the maximum
patent applications – hail from
information technology, telecom and
consumer electronics, while those from
India are from pharmaceuticals.
The Indian list is dominated by
pharma firms where 80 percent of the
top 10 patent-filing entities are homegrown drug makers. Patents have long
been recognised as a proxy indicator of
a country’s innovative prowess.
Between 1995 and 2009, India
accounted for 31 percent of global
patent-filings from the pharma sector.
It was nine percent in the US and eight
percent in China. Experts say individual
dynamics that have shaped these
industries, commercial incentive
structure and historical factors are
behind this aberration.
(FE, 12.04.12)
Single Women Moving for Work
The number of single Indian women
moving to Gulf countries for work is
likely to increase in near future. This
was according to a joint report of UN
Women and the V. V. Giri National
Labour Institute of India.
“The impact of the migration of
women workers is much broader than
its immediate economic aspect. There
is great potential of such migration to
bring forth the social and political
empowerment of women, and reshape
gender power relations,” said S. K.
Sasikumar, the lead author of the report.
In another development, India and
the UAE signed a protocol to streamline
the employment process of Indian
workers through an electronic contract
registration and validation system.
“The protocol mandates the
informed consent and approval by the
(Indian) worker, the (USE) employer and
the Indian competent authorities of the
full terms of the work contract prior to
the worker’s deployment to the USE,”
said an official release of the Indian
Ministry of Overseas Indian Affairs.
(Mint, 05.06.12 & FE, 05.04.12)
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Special Article

Faster Growth of Developing
Nations Creating New Avenues
– Montek Singh Ahluwalia

D

O

ur experience in India reflects what
I have said about the developing
world. In the five years prior to the
crisis, the economy grew at an average
nine percent. After the crisis, it slowed
down to an average of just over seven
percent. We believe India has the
potential to grow at eight-nine percent
for the next 20 years in an inclusive
manner. There are many challenges we
have to face domestically to achieve
this target and we believe we can do so.

Industrialised
countries must pay
greater attention
towards ensuring the
sustainability of their
high levels of
consumption

www.google.com

eveloping countries face different
challenges. They have much lower
per capita incomes and growth is
essential for them if they are to raise
their population to a basic level of
living that would ensure human dignity.
The post-2008 slowdown in
industrialised countries has had an
adverse impact and this must be
countered so that these countries can
return to the path of rapid growth.
Though the growth in developing
countries has slowed, it has remained
more robust than many would have
expected. This “growth resilience”
reflects the fact that many developing
countries now have stronger human and
institutional capacities to grow.
Slower growth in the industrialised
world would limit the export potential
of developing countries. However, faster
growth in developing countries is
creating new opportunities for trade
expansion, which would help offset the
loss of markets in the industrialised
world.
The shift in economic weight in
favour of the developing world is a
natural consequence of the process of
convergence and should be welcomed.
Faster growth in the developing world
is not only good for them, but also has
positive feedback effects on the
industrialised world, which could help
the recovery in those countries.

What can the global community do
to restore growth in the developing
world? I have already mentioned about
the need to reach an agreement on the
resolution of the sovereign debt problem
in the euro zone as early as possible.
An early resolution will remove much
of the uncertainty which currently
pervades financial markets and affects
investor sentiment adversely.

G

rowth in developing countries
depends critically on a wellfunctioning international financial
system which channels resources
efficiently around the world. Given the
higher growth potential in developing
countries, a well-functioning financial
system should ensure sufficient flow of
long-term capital towards them.
However, the current state of the
global financial system does pose
problems. Excessive leverage, built up
in the past due to consciously lax
regulatory policies, is now sought to
be corrected.
Multilateral development banks
(MDBs) can play a major role in
correcting these aberrations.. We also

know that in the short run, the
international banking and financial
system would be under strain. This is,
therefore, a time when MDBs, especially
World Bank, should expand their
lending for infrastructure development
in the developing economies. Investment
in infrastructure would contribute to
strengthening the growth potential of
developing countries. There is surely an
equally overwhelming need to
recapitalise MDBs to meet the
requirements of developing countries
for financing infrastructure.

T

rade is universally regarded as the
most important lubricant for
development. It is unfortunate,
therefore, that the negotiations to
complete the Doha Development Round
are languishing. The economic woes we
face today cannot be overcome without
the major developed countries taking
the lead to stimulate economic growth.
There is an urgent need for far-sighted
leadership which can call for tough
decisions while managing popular
aspirations.

Excerpts from the statement by Montek Singh Ahluwalia, Deputy Chairman, Planning Commission of India, at the high-level thematic
debate on ‘State of the World Economy and Finance in 2012’ at the UN General Assembly in New York on May 17, 2012 that appeared in
Business Standard, on May 20, 2012
ECONOMIQUITY No. 2, 2012

15

Review

Consumers and Economic Cooperation
Cost of Economic Non-cooperation to Consumers in South Asia

F

or long, growth through trade meant only an unmindful drive of expanding exports for
developing regions across the world including South Asia. They took guard against
imports, on the ground of safeguarding domestic industries, without realising growth
dividends that imports can deliver and potential gains to consumers. And they failed to
bear in mind that in the commercial world which works on reciprocity, export opportunities
will remain out of reach without matching import concessions.
South Asian aspiration on regional economic cooperation remains as a hope because
of sheer neglect of the import side of trade, though institutional and legal mechanisms
exist to facilitate the same. This book enquires into consumer’s gains from intra-regional
trade and found that a bare minimum of about US$1.9bn per annum can be saved by the
region by applying preferential tariff rates on selected safeguarded products.
This publication offers new insights into simple ways in which South Asian countries
can harness the benefits of imports by relying on each other’s export competencies. They
would only be required to re-source their current costlier imports from rest of the world
with cheaper alternatives available in the neighbourhood with no risk to domestic
industries. As the prospect of making new inroad into regional markets through a more
open trade regime increases, producers will have reasons to cheer.
www.cuts-citee.org/pdf/Consumers_and_Economic_Cooperation-Cost_of_Economic_Noncooperation_to_Consumers_in_South_Asia.pdf

Energy Efficient Products and Indian Consumers

T

his report provides a basis for designing future strategies for enhancing the use of
energy efficient products in India. It analyses consumer behaviour on energy efficient
products, presents their perception on various issues relating to energy efficiency, and
draws from international good practices.
It is based on a survey of more than 20,000 households covering 19 major states
and three union territories. Moreover, a number of traders and manufacturers of energy
efficient electrical appliances were surveyed to understand supply-side factors. A total
of 76 districts and 19 state capitals were covered. The study has clearly shown that in
recent years the Standards and Labelling Programme of the Bureau of Energy Efficiency
has made significant progress.
The study underlines that there are some limitations and threats such as high upfront cost, a significant number of consumers being indifferent or lowly satisfied, and
their willingness to pay is limited to about 10 percent over Energy Efficient Products
and Indian Consumers and above the price of non-energy efficient products.

We want to hear
from you…

www.cuts-citee.org/pdf/Energy_Efficient_Products_and_Indian_Consumers.pdf

W

Please e-mail your
comments
and suggestions to
citee@cuts.org

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