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Food for Thought at Bali

A

s we draw closer to the Ninth Ministerial Conference (MC9) of the WTO to be
held in Bali, Indonesia in December 2013, there is growing optimism that
members may finally be able to strike a deal. Although the proposed ‘small package’
remains a far cry from the conclusion of the protracted Doha Development Round,
it could provide the impetus for members to finally break through the impasse that
has characterised these talks since their breakdown in 2008.
The three main components of the small package are: least-developed country
(LDC) issues, agriculture and food security, and trade facilitation. While India is
willing to support the LDC package, it has been more active in the two latter areas.
Having been one of the main supporters of the G-33 proposal that was tabled
for agriculture and food security negotiations, India remains a strong proponent of
developing country concerns, as it has been traditionally ever since the Uruguay
round.
The main tenets of the G-33 proposal are food security and flexibility in public
stockholding operations for public distribution. India, however, also has a strong
domestic motivation for pushing the G-33 proposal. Given that it will be soon
adopting a Food Security Act, if the G-33 proposal is not accepted in December,
India may find itself breaching its WTO commitments. However, the proposed law
will not violate them.
Although not fundamentally opposed to a Trade Facilitation Agreement (TFA), as
it was proposed by a group of developed countries, India has insisted there is need
to ensure that the Bali Ministerial provide a balanced outcome in favour of both
developed and developing countries.
India has submitted two proposals in this area of negotiation. The first states
that the agreement should make it mandatory for custom authorities to give
exporters the option of taking back rejected consignments before destroying them
and the second proposal covers measures to be followed by all countries in order
to enhance impartiality, non-discrimination, cooperation and transparency at
customs.
The most contentious area of debate within the TFA negotiations, however, lies
in that India believes that in its current form, it places the burden of policy changes
needed to implement this agreement on developing countries.
India argues that, if not altered, developing countries will have to bear the costs
of scaling up. In spite of this, however, India could benefit largely from a TFA.
According to the OECD, India has the potential to draw considerable benefits in
terms of trade volumes and trade costs from significant improvements in the areas
of fees and charges, and the streamlining of procedures.
Pascal Lamy, the outgoing Director-General of the WTO, stated that an agreement
on trade facilitation had the potential to boost the global economy by one trillion
dollars.
Given the arduous nature of trade negotiations at the multilateral level, members
continue to lean towards exclusive accords which could jeopardise the multilateral
trading system.
Indeed, as a member of the WTO and as a respected voice for developing countries,
India will have to strategically establish an approach that will balance, on the one
hand, its international commitment to multilateralism and, on the other, its growing
role as an advocate for developing country concerns.
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Special Article

We All Fall Down
– Meghnad Desai

The problems of indebtedness
that plagued developed
economies have been
transferred to emerging ones.

T

he precipitous downfall of the rupee
was worse than the best forecasters
had envisaged. Here was shining India
engrossed by a comet which hit it and
it lost its shine. One feeble excuse is
that this has happened to all the
emerging economies (EEs). So did the
great BRIC miracle only lasted a
decade?
At the start of the century, recovering
from the collapse of the dotcom boom,
investors were thrilled to receive a
tonic from Goldman Sachs. Their
prayers were answered by BRIC group
which later became BRICS. In the 1970s
when the US was in doldrums, it was
Germany and Japan who were meant to
be the engines of growth. Japan went
the way the BRICS are going now into
decades of stagnation.
There was a story that perhaps the
BRICS or the EEs were decoupled from
the developed economies (Des). The
other idea put forward by Ben Bernanke
was that the EEs should be grateful that
the Des, especially the US, were ready to
be the spender of last resort and absorb
the excess savings of the poor EEs.
Change of Concept
Today, the whole concept is changed.
First the symbiotic relationship
between the spenders of last resort and
lenders of first resort proved nearly
fatal for both. The spenders collapsed
in a financial and a real crisis in 2008.
The EEs found themselves, not

decoupled from them as their buyers
were shrinking and as they were also
their debtors, their debts were about to
be reneged on. But unlike the DEs, the
EEs had sound fiscal base so they could
afford a Keynesian cure of a large fiscal
push. Their growth rates were
conserved by shifting out of exports
and going into infrastructure
investments (China) or spending on
consumption boom (India).
Whereas the Des being in selfinflicted doldrums could not afford a
Keynesian dollop, as they were in a
weak fiscal position. Hence, they have
tried to get out of their problems by
dumping immense amounts of their
paper money in the world at large. And
EEs tried to absorb the cheap money
since that was the only way their
debtors could keep going and not renege
on all the money they had lent them.
So there followed a mirror image of
the bubble in the Des of 2002-07 in the
EEs between 2010-2013. Many like
India and Brazil ran up trade and
budget deficits and piled up dollar
debts. China had a financial boom and
a housing bubble. That boom has now
collapsed.
The US is recovering and hence the
hot money is flowing back. EEs are
seeing their currencies depreciate;
India is the worst case as the rupee had
fallen sharply from the value of M50/55
to the dollar as the ‘normal’ to 65/70 as
of now.

Welcome to fully integrate global
economy. There is no decoupling, no
hiding from the general chaos. What
remains true is the asymmetry of
financial powers as between the US and
the G7 and the rest whether in G20 or
just plain EEs. China and other Asian
countries can export goods and credit
but they don’t control any leavers of
the global economy.
Latest Crisis
Indeed, what the latest crisis has
shown is that the EEs are weak in their
capacities for macroeconomic
stabilising policies. China, India, Brazil
have in various ways failed to see the
macro-imbalances coming or doing
anything effective about them.
Thus, we will now see the Des
harness the EEs behind them in their
weak recovery. The problems of
indebtedness which were at the root of
the problems of the Des are now visited
upon the EEs as well. Assets which had
high value while they were floating in
the bubble justified the first bout of
borrowing. Those asset values have
collapsed in the Des and they will find
it hard even to pay back the debt they
owe.
In the meantime, the cheap paper
they fobbed off to the EEs has bound
the later into a bubble and a postbubble crisis. Slow growth will be the
result. No more bumpy rides; it is a hard
slog through mud and slush.

– Prominent Economist and UK's Labour Peer; Excerpts from an article in the Financial Express, September 02, 2013
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Economic Issues
Regulating the Rules
Regulators across the world have
been grappling since the 2008 financial
crisis to make markets more resilient
and to take taxpayers off the hook for
rescues. “While much has been
accomplished over the past few years,
more needs to be done,” Bank of England
Governor Mark Carney, Financial
Stability Board (FSB) Chairman, said in
a statement.
Cross-border
co-operation
agreements must be struck and policies
for gone concerns loss absorbing
capacity should be developed.
The European Union (EU) plans
‘substantively implement’ overarching
bank-failure principles published by
the FSB in 2011, Carney Said.
Authorities will encourage the
International Swaps and Derivatives
Association and other industry groups
to review such provisions in their model
contracts, progress in such measures
is much needed, he added. (FT, 04.09.13)
Much Needed Aid
“Unconventional monetary policy is
still needed in all places it is being used,
albeit longer for some than for others,”
says Christine Lagarde, International
Monetary Fund (IMF) Managing Director,
in her speech at an Annual Economics
Conference in Jackson Hole, Wyoming.
Lagarde noted the market declines
that have followed Fed Chairman Ben
Bernanke’s signal in June that the Fed
could begin slowing its bond purchases
later this year if the US economy
strengthens further. She said finance

officers should prepare contingency
plans in case market turbulence
worsens.
She said the support being provided
by major central banks is buying time
for nations to implement key economic
reforms. “Push ahead with deeper
reforms to lay the foundations for
durable and lasing growth” she added.
(IE, 24.08.13)

Easing Free Trade
China plans to suspend some laws
governing foreign investment in
proposed new free trade zones,
including Shanghai. As China is
boosting efforts to attract foreign
companies after investment from
abroad fell last year.
“The Chinese government knows that
having foreign investment is a very good
thing and they want this to be an
attractive market for strategic and
financial investors” says Kent Kedl,
Managing Director for greater China
and North Asia for risk consulting firm
Control Risks.
“Many foreign investors are
concerned about the bureaucracy and
lack of clarity around the regulations”
he further added.
(BS, 17.08.13)
African Outlook
Projections indicate that Africa will
be gravely affected by the global
financial crisis. The IMF predicts that
growth in sub-Saharan Africa will
decline from 5.25 per cent in 2008 to a
mere .25 in 2009, increasing financing
needs of the region.

In Africa, where the majority of
countries primarily rely on agricultural
production and mining, falling world
prices have meant a gross reduction to
gross domestic products (GDPs) and per
capita incomes.
At the Gleneagles Summit in 2005,
the G8 committed to increasing official
development assistant (ODA) to Africa
by US$25bn by 2010. Yet if projections
are accurate, ODA could decrease by 40
per cent by the same year.
If the global financial crisis truly is
global in scope, then solutions must
also be global – intended for all
countries, not simply the West.
(TH, 17.09.13)

Fresh Air of Recovery in US
The economy in the US grew more
than projected in the second quarter
reflecting an unexpected pickup in
inventory building as consumer
spending cooled.
GDP, the value of all goods and
services produced, rose at a 1.7 per cent
annualised rate, after a 1.1 per cent gain
the prior quarter. The median forecast
of 85 economists surveyed by
Bloomberg called for a one per cent
advance for last quarter.
Consumer spending the biggest part
of the economy climbed 1.8 per cent
after increasing 2.3 per cent. Further,
the gain in household consumption,
which accounts for 70 per cent of the
economy, compared with a 1.6 per cent
median forecast in the Bloomberg
survey. Purchases added 1.2 per centage
points to growth.
(FE, 31.07.13)

UNCTAD Trade & Development Report 2013
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prolonged period of slow growth in developed countries is
increasingly making export-led growth strategies unviable.
To boost exports, it is important to focus more on balanced
development strategies, with a greater role for domestic and
regional demand, according to UNTCAD’s Trade and Development
Report 2013.
The world economy is expected to grow at 2.1 per cent in 2013
as against 2.2 per cent in 2012, with countries like US expected to
grow at a slower rate of 1.7 per cent in 2013 against 2.2 per cent
in 2012.
It suggested developing economies should focus on domestic
demand and ways to generate employment and improve wages to
support growth. “An export-oriented growth model is no longer
viable in the current context of slow growth in development
economies” the report said.
(Mint, 13.09.13 & BS, 12.09.13)
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Economic Issues

Asian Economic Saga

T

Paresh Cartoons

he early verdict on the global financial crisis was that
Asia came out on top. Strong banking systems and
government directed lending spree in China quickly
boosted the region’s economies back on growth.
By 2010, investors were betting that there has been a
permanent shift in the balance of economic power. Just
over two years after the failure of Lehman Brothers, Asian
stocks were up 40 per cent outperforming US stocks by 42
per centage points.
Five years post-Lehman, Asia’s diagnosis is far murkier.
Some player in financial markets have learned from the
crisis, or benefitted from it in other ways. “The next couple
of years will be tough for financial markets in our part of
the world” says Amar Gill, Head, Asian Research for
Brokerage CLSA Asia-Pacific Markets.
The final chapter on the impact of the financial crisis
will play out when monetary stimulus ends in the
developed world, allowing interest rates to rise there,
pulling money away from Asia.
(Mint, 13.09.13 & FE, 04.09.13)

Pursuing Non-Protectionism
Recognising the risk of economic
slowdown and weakening trade posed
by protectionism, the G-20 has decided
to extend until the end of 2016 its stand
still commitment to further progress in
removing barriers and impediments to
global trade and investment.
In a 27-page declaration adopted at
the end of recent G-20 Summit in ST
Petersburg, G-20 reaffirmed its
commitment to roll back new
protectionist measures.
The G-20 called on all the members
of WTO to show the necessary
flexibilities to bridge existing gaps and
deliver positive and balanced results
in 9th Ministerial Conference in Bali in
December on trade facilitation and some
elements of agriculture and
development issues.
The Summit also shared Prime
Minister Manmohan Singh’s views on
the need for orderly exit from the
monetary stimulus under taken in the
context of 2008 economic crisis.
(PTI, 07.09.13)

Banking the Poor?
“We have decided to bring Grameen
Bank under the Bangladesh Bank’s
jurisdiction in line with Bangladesh
Bank’s jurisdiction in line with the
suggestions of the governmentconstituted Grameen Bank Commission”,
says Finance Minister AMA Muhith,
amid controversy over its fate after its
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founder Dr Muhammad Yunus was
forced to quit two years ago.
The three-member commission was
constituted in 2012 to review Grameen
Bank’s governing structure. Muhith,
however informed that no major
changes would be brought to the
Grameen law.
(TH, 23.09.13)
Emerging Declaration
The world is expecting the US
Federal reserves to start tapering its
quantitative easing programme soon.
And as, in the past episodes of Fed
tightening, emerging markets are at the
centre of the turmoil.
But this time the adjustments taking
place are the product of imbalances that
originated in the developed world.
This marks the end of the dramatic
first phase of the emerging-market era,
which saw such economies jump from
38 per cent of world output to 50 per
cent (measured at PPP) over past decade.
Over next ten years emerging
economies will still rise, and the
longer-term impact on the world
economy will be profound.
(FT, 02.09.13 & IE, 01.08.13)

Pharma Karma
The pharmaceutical industry has
been buffeted by several issues recently,
faced with problems ranging from a new
Drug Price Control Order (DPCO) that
prescribes a ceiling price on several
essential medicines to increasing

pressure on domestic players from
multi-national big pharmaceutical
giants with regard to patent issues,
established domestic players are now
focusing on overseas markets.
“For the industry, it is going to be
challenging for the next 3-5 years. That
has been recognized by the leaders and
that is why they are targeting the global
market. If you take a five year view, only
patented and innovative products can
give that increased delta because in
everything else there is just so much
competition” says Glenn Saldanha,
Chairman and Managing Director of
Glenmark Pharmaceuticals group.
(TH, 30.09.13)

Taxing the Finance
Europe’s plan for an expansive
financial transaction tax hit a wall
after the top legal adviser to finance
ministers concluded it exceeded
national jurisdiction, ‘infringes’ on EU
treaties and discriminates against nonparticipating states.
The Council’s legal service paper
challenges a core element of the
‘residence principle’, which seeks to tax
institutions according to where their
headquarters are based, rather than
where the trade is executed.
Finally, it found the provision was
“discriminatory and likely to lead to
distortion of competition to the
detriment of non-participating member
states”.
(FT, 11.09.13 & 09.09.13)
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Economic Issues
Farming Matters
The EU negotiators gathered for
talks to finalise reforms of the bloc’s
€50bn-a-year farm policy. Many of the
proposals are meant to make the 50years-old Common Agriculture Policy
(CAP) fairer and environmentally
friendly, to justify the huge sums paid
to farmers each year.
Agriculture will consume nearly 40
per cent of the bloc’s €960bn (US$1.3tn)
budget for 2014-2020 – the period
covered by the reforms – ensuring it
remains the biggest single item of EU
expenditure.
The reforms could see the subsidies
paid to some of Europe’s biggest grain
and livestock farmers cut by up to 40
per cent, EU officials said. (FE, 24.09.13)
Shift in Growth
The Organisation for Economic
Cooperation and Development’s (OECD)
composite leading indicators signalled
a shift in the drivers of global growth
from developing countries to developed
countries like US, Japan and Europe.
The indicators suggested that the
economic activity in its 34 developed
country members rose to 100.7 in June
from 100.6 in May.
Among major economies, the US
would lead the recovery with growth in
2013 of 1.7 per cent, the think tank said,
trimming its estimate from a May
forecast of 1.9 per cent.
Though major economies are
picking up, a slowdown in many
emerging countries was likely to weigh
on boarder global growth, the
organisation said.

Further on that, the purchasing
managers’ index (PMI) figure,
published by the National Bureau of
Statistics, rose to 51 in August from
50.3 in July, highest level since April
2012 and ahead of market expectations
of 50.6 in a Reuters poll.

grow by 5.3 per cent during the current
year, with agriculture staging a smart
recovery at 4.8 per cent as against 1.9
per cent last year. Industry will expand
by 2.8 per cent (2.1 per cent) and
services by 6.6 per cent (7.1 per cent).
(TH, 30.09.13)

(FE, 11.09.13 & Mint, 02.09.13)

Gloomy Glow?
In spite of some recent positive
developments in the financial market,
going by the recent forecasts of many
private forecasters, there does not seem
to be much hope for the economy
bouncing back to a ‘reasonable’ growth
trajectory.
However, the Reserve Bank of India,
always more conservative than other
public institutions, forecast 5.7 per
cent growth for the current fiscal in its
annual credit policy statement of May.
It has since brought it down to 5.5 per
cent, which is still much higher than
the private forecasters.
As per Prime Minister Economic
Advisory Council, the economy will

Investment Talks
India has put forth two conditions
for a bilateral investment treaty with
the US, insisting that its judiciary has
the last word on commercial disputes
and that its sovereign guarantees are
not invoked in such cases.
These conditions reflect the move
on part of the Centre’s overdrive to draw
foreign investments in a bid to restore
growth and correct the fragile current
account deficit.
On the other hand, there are
heartening steps towards the IndoBangladesh investment climate. In last
six months or so 38 Indian investments
had been registered with the board of
Investments in Bangladesh for about
US$183mn.
(TH, 29.07.13 & 23.07.13)

Euphoria over US Stimulus

T

he surprise announcement of the Ben Bernanke, Head, US Federal Reserve that
US will delay the winding down of its massive stimulus programme gave relief
to the global market, especially to the emerging market economies.
While the rupee closed at 61.77 per dollar compared to its previous close of
63.38, the BSE 30-share sensitive index (Sensex) soared by 684.48 points to close
at 20646.64.

(Mint, 09.08.13 & ET, 04.08.13 & 01.08.13)
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Chinese Charisma
The growth phases in China have
always commanded world attentions.
The first phase of industrialisation
shook the world with the flooding of
the keenly priced manufactured goods
hollowed out jobs in advanced and
emerging nations alike but also helped
cap inflation and made an array of
consumer goods affordable.
The second phase of China’s
development promises to be no less
momentous. Consumption will take over
the growth baton from investment.
Services will grow as a share of the
economy, while industry shrinks.

Stock markets rallied in the hope that the decision by the US Federal Reserve
would provide a cushion for the Reserve Bank of India (RBI) Governor, Raghuram
Rajan, when he announces the Central bank’s mid-quarter review of monetary
policy. Analysts believe that it may help him to roll back some tightening measures
announced by the RBI.
(TH, 20.09.13)
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Environment & Economics
EU Offers Airline Emissions Deal
The EU has offered to end a transAtlantic dispute over a European Law
to curb the emissions on major
international routes. The regional
bloc’s carbon trading emission scheme
required airlines to buy carbon permits
to cover their emissions on all the
flights to or from the EU but countries
like US threatened retaliatory because
of what they regarded as an
unwarranted extraterritorial tax.
The EU proposed that the tax on
carbon emission would apply only to
the part of the flight within EU airspace,
if US and China apply a similar levy by
2016. Sources opined that it is
necessary that, other regions formally
commit at the next ICAO meeting to
introduce a tax similar to the European
levy by 2016.
(FE, 07.09.13; FT, 06.09.13 & BL, 04.09.13)

Obama to Curb Carbon Emissions
Barack Obama announced that he
would use the power of his office to
restrict carbon emissions from coalfired power plants and make a new
push for co-ordinated global action.

Obama was expected to set a goal
to reduce carbon pollution by at least
3 billion tonnes cumulatively by 2030
– more than half of the annual carbon
pollution from the US energy sector –
through efficiency standards.
Republicans and industry groups
returned to the theme with aggression
and the decision was ridiculed by some
Democratic senators stating it was ‘just
ridiculous’.
The irony of Obama’s high-profile
speech on the climate change is that it
also provided a formula for possible
approval of the key stone XL pipeline
that the White House has delayed.
(FT, 27.06.13)

Judge a Carbon Market by Cap!
In April, all the voters in the
European Parliament voted against the
hike in the price of carbon emission and
apparently the prices in the EU’s
emission trading scheme fell through a
record lows of below €3 a tonne of
carbon dioxide.
The second voting did rose the price
to €4 but rather than focusing on the
prices, the attention should be given on

Global Warming Less than Predicted

T

he ongoing debate on the rate of climate change has fanned out throughout the
world. As per the latest Intergovernmental Panel on Climate Change (IPCC)
report the rate of warming over the last 15 years has been 40 per cent slower than
the rate that was prevalent in the period 1951-2012.
Paresh Cartoons

Moreover, the report states that doubling the carbon dioxide gas concentration
in the air will only increase the global temperature by 1.5 per cent and not by 2
per cent. The news is welcoming for all the developing countries that have
voluntarily undertaken to reduce their carbon dioxide emissions by 2020.
This may give an opportunity to countries like India to peak their C02 emission
rates beyond 20-25 per cent but it will surely face the brunt from developed
world.
(FE, 16.09.13 & TH, 05.09.13)
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how EU’s Emission Trading Scheme (ETS)
has been successful in bringing down
the carbon emissions by more than 10
per cent.
Instead of focusing on the prices,
the policy makers should establish
policies that decline limits on carbon
pollution and strengthen them by using
cap-and-trade system in the first place.
(FT, 17.07.13)

Funds Demand UK Climate Review
Fund groups including Aviva
Investors and First State Investments
have demanded an inquiry into the UK
government’s decision to abandon a
review into the impact of climate
change and resource depletion on
national growth prospects.
The main complaint of various fund
groups is that the Treasury has
‘insufficiently’ taken into account longterm climate trends, ‘which are already
having material impacts on business
and investment ’, and that senior
treasury economists ‘blocked’ a major
review into these issues.
Failure to assess systematic
environmental and resource trend could
hamper the UK’s financial stability and
the future of its economy, according to
the signatories, who underlined
‘spiralling’ commodity prices as
primary concern.
(FT, 15.07.13)
A Heated Row over Coolants
The EU is hovered between disputes
over two refrigerants for car’s airconditioning systems that are the
centre for of an industrial and
environmental row between the French
government and Daimler, the German
maker of Mercedes cars.
The dispute is between the use of
refrigerants R134a and R1234yf. R134a
was forbidden to be used as a car
coolant on its potential of creating
more global warming.
This coolant was replaced by
R1234yf which compiled the EU law but
Daimler found the new coolant more
dangerous than the old coolant and
continued filling the cars with this old
stuff.
Eventually, France embargoed the
sale of new model of Mercedes car in
France and this has led to further suits
between the two parties which EU is
trying to resolve.
(FE, 02.09.13)
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Reducing Fossil Fuel Extraction
Bard Harstad writes that ‘it makes
sense to regulate the quantity extracted
of fossil fuel rather than subsequent
use’. The problem is that whenever some
countries opt out of a global climate
coalition such as the Kyoto protocol,
the result is ‘carbon leakage’.
If co-operating countries decide to
cut back fossil fuel consumption, the
world price declines and other nations
can afford to buy more. The world fuel
price will be relatively high when the
focus is on reducing extraction. This
will motivate all companies and
countries to economise on energy and
to develop green technologies or
renewable sources.
Traditional climate policies, by
contrast, allow countries that do not
co-operate to buy fuel at a low price
and, therefore, they face few incentives
to adopt or develop green technologies.
(FT, 05.07.13)

New Energy Hubs
Innovation in technology over the
years, including deep-water drilling
and 3D seismic mapping techniques,
has allowed geologists to find the
elusive hydrocarbons in Tanzania and
Mozambique.
The discoveries have transformed
the region into one of the hottest for
the global energy industry. Tanzania
could become a leading exporter of
liquefied natural gas (LNG) by 2025,
supplying markets as diverse as
Pakistan, China, Spain and Chile.
The US Energy Information
Administration, part of the country’s
Department of Energy, said in a report
about the east African energy corridor
in 2013 that both Tanzania and
Mozambique ‘should focus on securing
long-term LNG contracts’ or ‘sell stakes
in their LNG projects to Asian investors
that are big LNG buyers’. (FT, 30.09.13)
Benefits of Ecosystem-based adaption
Ecosystem-based adaptation (EBA)
is one of the robust and effective
strategies that have allowed various
vulnerable communities adaptable to
the impact of climate change.
It is based on the following
rationale: healthy ecosystems and the
multiple services they provide are part
of our life insurance and are essential
ECONOMIQUITY No. 3, 2013

China Counts Cost of Industrialisation

S

tories from different parts of China and the experiences of the farmers in these
areas highlight an emerging and critical front in China’s intensifying battle
with pollution. Recent cases have highlighted the spread of pollution outside of
urban areas, now encompassing vast swaths of countryside, including the
agricultural heartland.
Industrialisation on
the barren lands
outside the cities has
intensified the problem
of pollution and other
malice, majorly soil
pollution. Even the
disposal of chemical
waste
has
contaminated water
sources leading to soil
acidification,
soil
erosion and lower crop
Paresh Cartoons
yield.
But due to the fear of reprisals from the local officers, the villagers residing in
different rural areas did not protest against the construction of aluminium fluoride
factories. This has made the situation murkier and requires immediate political
as well as environmental attention.
(Mint, 30.07.13)
in any strategy for avoiding dangerous
climate change.
This project not only improved
water security but improved vegetation
cover, both vital in mitigating climate
change. The ability to irrigate fields has
led to increased incomes through the
sale of produce and lengthened
seasonal employment.
But the success of EBA depends
largely on involving the local
community in the planning and
implementation process, while bearing
in mind the overall political context
and any present land use conflicts.
(TG, 07.08.13)

Global Warming Helpful
Owen Paterson told a fringe meeting
at the Conservative party conference
that predictions by scientists – that
there could be major increases in
temperature resulting in melting ice
caps and worldwide flooding – should
not be seen as entirely negative.
Paterson said, “I actually see this
report as something we need to take
seriously but I am rather relieved that
it is not as catastrophic in its forecast
as we had been led to believe early on
and what it is saying is something
we can adapt to over time and we

are very good as a race at adapting”.
His views have been criticised by
many environmentalists stating that
Paterson has always been sceptic about
climate change and his views are very
shaky and not at all accurate.
(TG, 30.07.13)

Interstate Pollution Control
The Supreme Court has accepted
appeals by the Environmental
Protection Agency (EPA) and the
American Lung Association concerning
the agency’s 2011 Cross-State Air
Pollution Rule (CSAPR), which controls
interstate emissions that cause ozone
and fine-particle pollution.
Under the law, states are
responsible for cleaning their own air.
They must also reduce emissions that
“contribute significantly” to another
state’s dirty air. The CSAPR is the latest
attempt to give teeth to this “good
neighbour” requirement.
It is now up to the Supreme Court to
clarify the extent to which states must
be clean neighbours. It has agreed to
consider whether the lower court
exceeded its jurisdiction and whether
the EPA reasonably interpreted what it
means to “contribute significantly”.
(TE, 04.09.13)

7

Special Article

World Leaders Must Act Faster on Climate Change
– Nicholas Stern
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IPCC Report
The report reveals clearly how slow,
weak action increases the risks because
greenhouse gases continue to
accumulate in the atmosphere, and the
installation of long-lasting high-carbon
capital and infrastructure locks in
future emissions.
It is this brutal arithmetic that
should
persuade
companies,
communities, cities and nations to seize
the opportunities for sustained and
sustainable growth offered by
hastening their transition to a lowcarbon economy.
In the private sector, the process of
discovery is under way, creating cleaner
and more energy-efficient technologies.
But businesses need greater clarity and
consistency from policy makers.
For governments, the stark fact is
that after less than 1C of warming we
are seeing fundamental changes to the
world’s climate, which could soon be
transformed beyond anything modern
humans have experienced, potentially
causing mass migration and endless
conflict.

–
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overnments and businesses should
be left in no doubt about the
dangers of delaying further cuts in
greenhouse gas emissions following the
publication of the new assessment
report by the Intergovernmental Panel
on Climate Change.
A summary of the report, approved
by 195 governments on Friday, points
out that if we want a 50 per cent chance
of avoiding global warming of more
than 2C, which countries have agreed
would be dangerous, we cannot emit in
total more than between 820bn and
1,445bn tonnes of carbon dioxide and
other greenhouse gases over the next
century.
Given that we are currently emitting
50bn tonnes of emissions every year,
even if we stay at today’s levels we will
use up our entire budget in 15 to 25
years. And if we carry on increasing
annual emissions at the present rate,
we will exhaust it even quicker.

This should focus minds as they
choose policies for emissions reductions
and prepare for international climate
negotiations in Warsaw this year. They
are working towards the 2015 UN
climate change summit in Paris, at
which they hope to sign a treaty
ensuring global action to reduce
emissions by enough to give a good
chance of avoiding the 2C threshold.
Countries such as the UK have
anticipated the direction of
international
co-operation
by
embedding in domestic legislation a
target consistent with this threshold.
The Climate Change Act, passed in 2008,
commits the UK to reduce its annual
emissions by at least 80 per cent by
2050 compared with 1990.
Need for Accelerated Action
Having read the IPCC report and
recognised the need for accelerated
action, others should follow. For the EU,
the report presents a chance to reclaim
leadership on climate change. It should
set a target to reduce its emissions by
50 per cent by 2030. Anything less
would amount to a failure to recognise
the scale of ambition required.
But all governments must recognise
that they themselves potentially pose
the biggest threat. There is a danger that,
through vacillation and confusion, they
will create policy risk that undermines
the confidence of the companies largely
responsible for delivering the transition
to low-carbon economic growth and
development.

Businesses will
watch
governments to
check they
understand the
IPCC findings.

Businesses will now be watching
world leaders and their ministers to
check that they understand the findings
of the IPCC, recognise the scale and
urgency of the problem, and see the
additional benefits of shifting off a highcarbon path.
Some politicians will still seek to
deny the science and downplay the
risks. Many of them have vested
financial interests in protecting the status
quo, or ideological beliefs that mean they
cannot acknowledge the logic of
correcting market failures that have
created climate change in order to
strengthen the role of markets in
discovering opportunities and allocating
resources.
Emerging Opportunities
But everywhere evidence is
emerging of opportunities afforded by
new energy sources that are more
efficient and less polluting. No investor
should fail to be impressed by how
rapidly the costs of solar photovoltaics
and other technologies are falling.
The leaders of the biggest emitters,
China and the US, are showing they
understand both the increased risks and
the great opportunities. Presidents
Barack Obama and Xi Jinping pledged
at their summit in June to work together
to tackle climate change.
The new IPCC report should now
convince all world leaders to accelerate
their efforts to tackle climate change
and create a safer and more prosperous
world.

Professor, London School of Economics and President, British Academy; Excerpts from an article in the Financial Times,
September 29, 2013
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Special Article

Germany is being Crushed by its Export Obsession
– Adam S Posen

The country’s recent success
has been based on cutting wages.

T

he policy response to the euro area
crisis is likely to remain a
programme to induce member states to
follow
Germany’s
path
to
competitiveness: cutting the cost of
labour. That has been the basis of the
nation’s export success in the past
dozen years, and exports have been its
sole consistent source of growth in that
period. But low wages are not the basis
on which a rich nation should compete.
Since 2003 a falling unemployment
rate has been the consequence of the
creation of a large number of
low-wage and part-time or
flextime jobs, without the
benefits and protections
afforded to earlier postwar
generations.
Germany now has the
highest proportion of low-wage
workers relative to the national
median income in western
Europe.

–

Low Productivity
The result is that Germany’s
productivity growth has been low
compared with its peers. Growth in GDP

per cent, in almost all the advanced
economies – including Germany.
The only rich economies where
manufacturing employment shrank less
were Italy and Japan, neither engines
of growth. The terms of trade for
manufacturing have risen by the same
amount for the US as for Germany since
1990. There is no evidence for special
manufacturing success in Germany.
German underinvestment
German underinvestment is the
result of deep structural
problems in the economy,
which are not the fault of its
now more flexible labour
markets. The export
obsession has distracted
policymakers
from
recapitalising its banks,
deregulating its service
sector and incentivising the
reallocation of capital away
from old industries.
Furthermore, public
investment in infrastructure,
education and technological
development could help
increase profitable private
investment, which would lead to growth
with higher wages.
Dependence on external demand
has deprived Germany’s workers of
what they have earned, and should be
able to save and spend. This leaves
them dependent on exports for growth,
in a self-reinforcing cycle.
Most importantly, this means they
move down the value chain in relative
terms, not up. The pursuit of the same
policy by its European trading partners
will reinforce those pressures. Wage
compression will not be a successful
growth strategy for Germany’s or
Europe’s future.
Paresh Cartoons

OECD Survey
Ideally, a wealthy country
should stay competitive through
research and development, and
capital investment. Instead,
total gross fixed investment has fallen
steadily in Germany, from 24 per cent
to less than 18 per cent of GDP, since
1991. The recent OECD Economic Survey
of Germany states that German
investment has been persistently well
below the rate of the rest of the G-7
leading economies since 2001.
The other way for a rich country to
stay at the top of the value-added chain,
and thus compete on productivity, is to
invest in human capital in most of
them, 20 per cent higher or more.
Germany, moreover, is one of only two
advanced economies in which the share
of those aged 25 to 34 with higher-

education qualifications is the same
as, or smaller than, in preceding
generations (the US is the other).
Germany has failed to invest in its
public university system while the
private sector has maintained but not
expanded the supply of its famous
apprenticeships.

per hour worked is 25 per cent below
the OECD average, whether one goes
back to mid-1990s or looks at just the
past decade – and whether or not one
excludes the bubble years for the US
and UK.
Examples
of
outstanding
businesses from the Mittelstand sector
and their manufactured exports to
China should not obscure the reality.
As the Peterson Institute’s Lawrence
Edwards and Robert Lawrence show in
their new book Rising Tide,
manufacturing’s share in total
employment has fallen by the same
amount in the past 40 years, about 15

President, Peterson Institute of International Economics; Excerpts from an article in the Financial Times, September 03, 2013
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Trade Winds
IT Agreements Faces a Roadblock
Owing to China having opposed the
inclusion of multiple electronic devices
in the negotiations to expand the
technology agreement, the negotiations
which could have resulted in outlining
an amended version of the agreement
have been severely debilitated.
Further, the US accused China of
hacking into power grids and
telecommunications networks at the
negotiations in Geneva. The US and
China were two members of the WTO
which had expressed the most interest
in achieving an expansion of the
agreement.
The agreement was going to have
included advancements in technology
including smart-phones, tablet
computers, and other electronic goods.
Nevertheless, according to US Trade
Representative Michael Froman, the US
is disappointed about having to
suspend negotiations.
(FE, 18.07.13)
Fast-track Trade Loses Impetus
The legislation intended to grant
President Barack Obama the authority
to negotiate trade deals and enable
their passage through the congress was
not passed.
The significance of according ‘fasttrack’ authority is that it would allow
the Congress to approve trade deals on
an expedited schedule with no
filibusters, delays or amendments.
The US is currently engaged in
negotiating
multiple
trading
agreements, including the Trans-Pacific
Partnership. The reason for the dissent
could be that while the democrats are

pushing for stringent labour and
environmental standards, the
Republicans are likely to dispute those
very inclusions.
It has been argued however, that
without passing the Trade Promotion
Authority legislation, there will be no
credibility in the negotiations
undertaken by the US.
(FT, 09.08.13)
EU India BTIA
India has come up with a concrete
stand on intellectual property, and
consequently pharmaceuticals in the
EU-India Broad-based Trade and
Investment Agreement (BTIA).
The terms concluded in the
agreement will not go beyond the terms
in the Trade Related Aspects of
Intellectual Property Rights (TRIPs)
pact or amend what is currently
reflected in Indian laws.
While in the automobiles sector,
India has agreed to cut down duties to
10 per cent on a quota of 2,50,000 cars
from Europe over a period of five years
and increase FDI in insurance from 26
to 49 per cent.
The dairy industry in India is still
concerned that any liberalisation in
the sector will result in flooding the
market with cheap imports. India, has
demanded that a good package in
services enabling easy movement of
Indian professionals and recognising
India as a data-secure country are core
concerns for India.
(BL, 07.08.13)
Rules on Banking in the TPP
The US is determined to retain its
rules on derivatives and requirements

Reservations against
Progress in EU-US
Trade Talks

.eu
sseurop
www.pre

for foreign banks in the Trans-Pacific
Partnership (TPP). This could create a
breeding ground for resentment
considering the US and the EU have
different regimes and regulations
covering financial transactions.
This is especially because the US has
been developing disciplines on financial
regulations which may not be favourably
adopted into multiple other regimes.
The EU, on the other hand, submits
that arriving at ‘equivalence’ would be
a better solution that attempting to
harmonise conflicting disciplines.
On the other hand, as per the EU,
omitting to include financial
regulations within the scope of the
agreement would result in financial
protectionism. These differences may be
symptomatic of larger issues in the
(FT, 08.07.13)
negotiations.
Possible Brazil-EU Agreement
Brazil having been classified as an
upper-middle income country will lose
the trade preferences which it currently
has in place with the EU in 2014. It will
jointly negotiate a trade pact with the
Mercosur which includes Argentina,
Venezuela, Paraguay and Uruguay.
The Mercosur has a combined GDP
of more than US$3tn. However, it has
been acknowledged that every member
of the Merocosur will be able to
negotiate at its own speed.
The deal is expected to cover about
US$80bn of bilateral trade between EU
and Brazil, where trade with the EU has
accounted for 37 per cent of the EU’s
trade with Latin American countries.
(FT, 12.08.13)

T

he German weekly magazine Der Spiegel
reported that the US had placed listening
devices in EU offices in Washington. However, in
response to the allegations that the National
Security Agency may be spying on European
Institutions, France expressed its dissent to
progress in the negotiations.
Other issues plaguing progress in the TPP talks
include the issue of drug patents which could
interfere with access to medicines for the
disadvantaged populations in the countries which
are engaging in the negotiations.
It has been expressed that the US has
repeatedly downplayed the extent to which it has
infringed on the rights of other country members
with a view to uncover terrorist operations.
(FT, 22.07.13 & 11.09.13; WSJ, 04.07.13)
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Trade Winds
Trade Facilitation in the TPP
It is expected that though the TPP may
take until January 2014, certain parts of
the agreement will be concluded earlier.
One of these chapters is on trade
facilitation. It is of strategic concern that
consensus achieved for the purpose of
the TPP could be used to further a
common agenda at Bali.
However, EU and US are looking to
expand the terms of a bilateral deal
beyond what may be agreed upon in Bali.
They are particularly prioritising the
interests of small and medium-sized
enterprises.
The
companies
which
are
enthusiastically awaiting the results of
this agreement include those companies
which are engaged in the provision of
logistics services including DHL, FedEx,
TNT and UPS.
(FT, 12.07.13; 11.07.13 & 09.07.13)

(FT, 09.08.13)

Prioritise Farmer Interests in Trade Talks
The Prime Minister of Japan, Shinzo
Abe has expressed in his campaigns that
he will prioritise the interests of farmers
in free trade negotiations. This is
especially significant in the face of talks
in the TPP.
The five commodities which will be
protected in the TPP will be rice, wheat,
beef, dairy products and sugar. In order
to ensure that the promises of the prime
minister do not go unfulfilled, a group
has been formed to represent farmer’s
interest in the Liberal Democratic party
in Japan.
ECONOMIQUITY No. 3, 2013

(FT, 15.07.13)

India Diversifies its PTAs
Having recognised that trade between
India and South Africa can increase from
US$15bn to US$50bn in the next six to
seven years, Malose Mogale, the Acting
High Commissioner, South African High
Commission has urged that preferential
trading agreements (PTAs) be concluded.
A sector of interest to India was
infrastructure, considering South Africa
was investing in passenger and rail
freight projects which Indian
infrastructure companies could use.
Similarly, India has recognised that there
lies a potential to increase trade with
South American countries up to US$25bn
in 2015.
The sectors which are currently being
prioritised for the PTA between India and
Mercosur
include
technology,
pharmaceuticals, chemicals, mining, and
energy sectors , and the commodities
which have received focus include sugar,
soybean oil, fruit juices, meat and coffee,
machines and engines.

US Prioritises
Trading Relations
with Africa

T

he trade pact which has been
concluded with sub-Saharan

countries and the US is set to
expire in 2015. The US has
decided to review its 13-year old
relations with Africa to determine
the future of trading relations
between the two countries in this
regard.

www.ippmedia.com

Trade Gain Points to Recovery for China
Exports in China rose to 5.1 per cent
in a year following a 3.1 per cent drop in
June. Similarly, imports increased 10.9
per cent in a year following a 0.7 per cent
fall in June. Demonstrating a positive
signal, Chinese imports from Germany
rose 8.6 per cent in the past year.
Total exports rose 0.6 per cent in June
and total imports dropped 0.8 per cent in
the same period. While handling its
currency, China has allowed the renminbi
to climb in value against the US$.
However, as per Shuang Ding, an
economist with Citi, Beijing will soon halt
the rise of the currency in order to support
growth. It has been noted that improving
consumer confidence in the US and
Europe will help further economic growth.

The future of the negotiations could
prove critical to Abe’s performance in the
elections – this is especially true because
he has allowed Japanese farmers to
believe that the current 700 per cent tariff
on rice will continue unabated.

(BS, 06.09.13 & BL, 27.08.13)

India to Address its Trade Deficits
It is alarming to note that India has
trade deficits with as many as 80
countries. These include China, Australia
and Iraq. The top ten countries which
India has a trade deficit with account for
more than 76 per cent of the current trade
deficit.
As many as 58 Special Economic Zone
(SEZ) developed have surrendered their
projects for multiple reasons including
global economic slowdown and fiscal
incentives. However, India has started to
take steps to address this situation.
Anand Sharma, Commerce and
Industry Minister has engaged with Gao
Hucheng, Chinese Minister of Commerce
to enquire over pharmaceutical and
agricultural products, buffalo meat and
information technology services, and
invited Chinese investment into the
National Manufacturing Investment
zones.
(TH & ET, 21.08.13; IE 05.08.13)

Hence, the US is keen on
renewing the African Growth and
Opportunity Act (AGOA) which
was originally introduced by Bill
Clinton in 2000. The AGOA allows
African countries to export
products to US free of duties. The
revised bill may not contain
sensitive products, such as
cotton and peanuts.
Renewal of trading relations
between the US and Africa is
especially critical because China
has been overtaking the US to
become one of the largest trading
partners of African countries.
(FT, 12.06.13 & 06.08.13)
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Trade Winds
Infuriated by French Ban
The EU had banned the use of an air
conditioning coolant (R134a) owing to
it being a global warming gas. However,
KBA, the German automobile regulatory
authority continued to allow the use of
R134a for all pre-existing models until
2017.
In fact, companies such as Daimler
have asserted that the coolant sought
to be used as a replacement is highly
flammable. Jean-Claude, head of the
Association of Mercedes Benz dealers
in France has asserted that the action
‘is merely intended to please the greens
and damage a German manufacturer’.
5,000 deliveries have been
interfered with so far and the damage
could be expected to increase since
vehicle sales was as much as 30,000
vehicles in a year.
(FT, 30.07.13)
EU Oppose Chinese Solar Panels Duties
European solar panel makers had
accused China of utilising state
subsidies worth about €21bn to dump
below cost panels in Europe.
While the EU Commission will
continue its investigation of Chinese
solar panels, it has decided not to
impose provisional duties on the
products.
However, this message has included
a rider that desisting from an
imposition of provisional duties need
not essentially indicate that final
duties will not be imposed. A minimum

price for panels was sought to be
finalised in order to avoid further
disputes.
This was a result of a decision to
better regulate Chinese solar panels
and avoid future disputes in wine and
steel. An anti-dumping investigation is
in place simultaneously with an antsubsidy investigation.
(BS & TH 28.07.13; FE, 07.08.13)

Salmon Exports to China Plummet
The Norwegian Nobel Committee in
October 2010 decided to award the
Nobel Peace Prize to Liu Xiabio. Liu
Xiabio is a jailed Chinese dissident and
this award has resulted in reducing the
exports of salmon from Norway to China
as much as 92 per cent in 2010 and 29
per cent in the first half of the year.
Salmon farmers in Norway are
concerned that the political situation
could result in less than optimal
conditions for salmon exporters.
However, there has been an increase
in the price of Salmon owing to which
Norwegian salmon farmers have
managed to retain their market share.
Nevertheless, the UK is fast taking
over as a significant exporter to the
Chinese market and this is a cause for
concern.
(FT, 16.08.13)
US Steel Seek Protection of EU Imports
There has been an increase in steel
imports over the last couple of years as a
result of over-supply. US producers filed

a dispute over imports of steel pipes used
in the energy industry in the past month.
As per Steel market intelligence,
dumping of steel has cost US consumers
billions of dollars. Some of the largest
steel makers in the world (including
Nucor and Arcelor Mittal) have
encouraged the government to adopt an
initiative to curb imports of cut-tolength steel plate and other products.
This was a result of three dozen
American steel companies going
(BL, 03.08.13)
bankrupt.
EU Investigates Chinese Telecom Cos.
The EU had launched investigations
against large telecom companies in
China (such as Huawei Telecom) on the
grounds that it was receiving illegal
subsidies. The telecom investigation is
considered to be highly sensitive owing
to the nature of the industry.
Interestingly, Karel De Gucht has
noted that EU will bury the case if the
European companies are awarded the
lion’s share of a project which will
account for a significant amount of
investment in telecom. In fact,
De Gucht had supposedly advocated
that European companies should
receive atleast a share of 30 per cent of
China’s network equipment market in
exchange for dropping the investigation.
The companies from the European
markets which have been considered in
this regard include Nokia Siemens
Networks, Ericsson and Alcatel Lucent.
(FT, 06.08.13)

C

hina, the world’s largest producer of solar panels has issued anti-dumping duties for imports
of polysilicon, a solar panel ingredient when it is imported from both the US and South
Korea.

www.pv-magazine.com

China’s
Solar Trade
Disputes
with US &
South
Korea

This imposition has been viewed as a retaliatory measure by industry executives and this
may result in a similar result when it pertains to imports of polysilicon from the EU. The duties
on Dow Corning and SunEdison range from 53.3 to 57 per cent.
Similarly, China has also launched an anti-dumping investigation into wines from Europe
the day EU announced provisional duties on Chinese solar panels.
(FT, 29.07.13 & 19.07.13; FE 01.07.13)
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US and Inequality
While the US remains amongst the
richest countries in the world, it is
surprisingly and depressingly backward
on certain economic and social
indicators.
While the national income per person
is amongst highest in the world, the infant
and maternal mortality are the highest
among advanced nations. So is the
mortality rate of children below the age
of 20 and life expectancy at birth and at
age 60.
Education opportunities are uneven
as a result of which literacy is more
lopsided than in most other industrial
nations. The question however is, how
concerned is the American political
system about these gaps?
The US ranks among the bottom third
of nations in terms of outlays on social
programmes to help with families deal
with economic stress.
(ET, 07.08.13)
Prism over Privacy
President Obama has defended
America’s surveillance programme,
Prism, on the ground that no one can hear
the calls or read the mails recorded as
the programme is only a tool to collect
information to guard terrorism.
He affirmed that the project was
approved by the Congress and overseen
ECONOMIQUITY No. 3, 2013

by a federal judge. The project allows the
National Security Agency and the FBI to
record information of citizens through
phone calls, tap into the servers of
country’s biggest social media hubs,
allowing emails, photos, documents to be
gathered.
France, India and the UK have
expressed alarming reactions to the
American snooping. While Germany
called the programme ‘monstrous’, the
Indian community has urged Union
government to discuss the matter with the
US government. (TH, 09.06.13 & FE, 08.06.13)

Remittances to
Boost Rural
Economies

I

f initiatives were scaled up,

remittances could generate

US$30bn

(FT, 16.08.13; HT, 06.08.13 & BL 04.08.13)

India Asks US to Tighten its IP Laws
India has asked Washington to
tighten its laws on intellectual property
to discourage increasing practices of ‘ever
greening’ and ‘trolling ’ by their
companies which lead to wrongful
profiteering and patent extension.
Trolling is a process by which an
individual or a company buys a patent,
often from a bankrupt company and
threatens to sue other companies
producing similar products.
Ever greening is a process through
which patent holders try to extend patents
beyond its normal life by making minor
changes in the product.
India has also said that it will not
make any changes in its intellectual
property regime to make it more
favourable towards patent users as urged
by the US.
(BL, 31.07.13)

for

investment in rural areas, said
a United Nations agency which
works to advance the lives of the
world’s

Hike in US Farmland Price
The US is being faced with an
uncomfortable debate on whether the
land prices reflect fundamental farm
economics or have been artificially
inflated by low interest rates.
As the crop prices plummet in the US,
the farmland values continue to increase.
Nationally, farmland has gained 9.4 per
cent on average from 2012.
Furthermore, the US has tightened its
food import norms. About 15 per cent of
all food consumed in the US is imported,
where India is the seventh largest food
exporter. The price rise in crops though
felt in India, the experts believe is not for
the spiralling export.
According to officials, rising input
costs like fuel, transport, farmers and
traders releasing their supplies slowly
have resulted in the price rise.

annually

rural

poor.

The

organisation said that it needs
strategic ways to invest the
US$200bn sent home to rural
areas every year.

www.caglecartoons.com

Import Norms on Biotech Cotton
The US based Round Table on
Biotechnology in Cotton Production, has
declared that in spite of no consumer
rejection of biotech cotton, some nations
have imposed ‘exceptionally’ strict import
regulations on such cotton.
The report finalised by the Round
Table will be released at the 72nd plenary
meeting of the International Cotton
Advisory Committee (ICAC). As per ICAC,
there are currently 15 countries
producing biotech cotton while more are
completing processes for approval prior
to adoption.
The fees associated with biotechnology
and biosafety protocols are hindering the
spread of the technology, for instance, the
specific constraints attached to cotton
production such as the boll weevil in
South America limits the economic value
of such cotton where pests are dominant.
The Round Table intends to urge countries
to adopt resistance mitigation measures
early, to be effective.
(FE, 17.09.13)

Reducing the transaction
costs shall be a key priority to
manipulate the remittance flows,
remarked the UN International
Fund for Agriculture (IFAD), Chief.
According to the World Bank, the
remittance

flows

to

the

developing world are expected
to exceed earlier estimates and
total US$406bn in 2013, an
increase by 6.5 per cent from
2012, and is only projected to
increase.

(BL, 27.06.13)
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Fall in Global Food Prices

G
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lobal food prices hit their lowest in more than a year in July and could
decline further. Food prices had surged during the summer of 2012 due to the
historic drought in the US, however, the improving prospects for cereal supplies
are fuelling the opposite trend this year, remarked the Food and Agriculture
Organisation (FAO).

“The weather has been pretty good in many cases and is giving hope for
higher production,” said the FAO Senior Economist. He pointed that corn prices
could lead other markets down this season, reversing their supportive influence
on higher prices last summer.
Further, with the increase in food supply, the FAO has urged developing
countries to cut down on pesticide use to ensure the global standards is
maintained.
(FE, 08.08.13 & 30.07.13)
US Bars Foreign Abuse Claims
The US Supreme Court has
unanimously ruled that victims of
human rights abuses in foreign countries
cannot bring suits against companies
in American courts. The judgment was
given in a case brought by a Nigerian
woman against Royal Dutch Shell.
Under the Movement for the
Survival of the Ogoni People, nine
members were arrested for their protest
against Shell’s exploration in the Niger
Delta, charged with crimes and
executed. Widow of one of the members
brought the lawsuit in the US District
Court claiming that Shell “aided and
abetted”, the Nigerian Government’s
humanitarian violations against the
Ogoni people.
The Supreme Court, however, held
that the American courts did not have
jurisdiction over human rights suits
against corporations under the Alien
Tort Statue.
(FT, 18.04.13)
WIPO on Treaty for the Blind
Officials at the World Intellectual
Property Organisation (WIPO) have
reached an agreement to provide wider
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access to books for the visually
impaired in different countries, a long
pending demand of the World Blind
Union and activist groups.
If officially approved, the treaty will
help distribution of specially formatted
books for the blind and visually
impaired in different countries by
removing copyright law hurdles.
The treaty is expected to alleviate
the ‘book famine’ experienced by many
of the WHO estimated 300 million
people suffering from such disability
in the world, Intellectual Property
Watch said.
(Mint, 27.06.13)
Signing up to Safety Rules
Several western groups have
exploited tragedies in the Bangladesh
clothes-making industry to bamboozle
their governments and global retail
brands into actions that are selfserving, while attempting them to
disguise them as beneficial to the
nation and its workers.
So consumers have blamed those
companies that buy ‘cheap’, often highfashion, garments for the unsafe
conditions in Bangladesh’s factories

because low prices allegedly lead to
skimping on safety.
Although recently attempts have
been made to curb the unsafe standards
in the Bangladeshi factories, it has
been argued that what needs to be
understood is that the blame belongs
to the factory owners.
If the western governments are
really to play a creative role, they ought
to provide technical experts on safety
(FT, 19.07.13)
to all such factories.
Slow Mining Leaves Australia in a Hole
The Australian coal mining which
once flourished to satisfy China’s
hunger for raw materials is now barely
profitable for the Chinese growth
slowing and prices slumping. The area
has witnessed mining lay-offs almost
throughout 2013.
In fact many other towns too are
witnessing a drop in the growth process
in Australia. US$71bn in 2012, with
such investments rising to two per cent
GDP in 2003 to about eight per cent in
2013, its peak according to the Reserve
Bank of Australia.
It is the elections now and the
answer to who takes power which will
decide the fate of Australia in terms of
filling the gap in the economy left by
the end of the mining boom in a country
that has not seen recession since 1991.
(FT, 02.09.13)

US Immigration Bill-IT Linkages
The US Senate has passed the
Immigration bill, which if enacted,
would offer a path to earned citizenship
for the 11 million residents in the US.
Even though Indian IT industry has
created around 35000 jobs for the
locals in the US, this bill if made law
can be detrimental for various Indian
IT companies, especially Wipro, as it
restricts placements of H-B1 employees
in the US.
On the other hand, American IT
giants like Accenture and IBM are at
advantageous positions as they can
rationalise their employee head-count
ratio in the US as a part of work-force
balancing.
The irony lies on the fact that the
Indian IT companies have created more
IT jobs for locals in the US as compared
to its American contemporaries.
(FE, 25.07.13)
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Special Article

Is the United Nations Racist?
– Ramesh Thakur

Western countries occupy almost all
powerful and big-budget posts in the
organisation, and sadly developing
countries, despite their numbers, have
allowed the bias to persist.

A

sk it quietly, but ask it we must. Is
the UN racist, either deliberately
or unconsciously? Many years ago, the
late Sergio Vieira de Mello, universally
admired as one of the brightest and best
UN officials, was pulled out of the
Balkans because the Europeans would
not accept a non-European as head of
the UN mission there. This despite the
fact that in personality, outlook and
ways of thinking, he was more European
than most Europeans.
Double Standards
We have seen the same double
standard, rooted in the belief in the
innate superiority of the westerners, in
the choice of the chief executives of the
World Bank and the International
Monetary Fund. The former is always
headed by an American.
On any objective measure, the US
nominee in 2012 would not have made
it to the short list against the other two
main candidates from Africa and Latin
America. But under the cosy EU-US
arrangement, the American candidate
got the job. This causes neither
Americans nor Europeans to blush
when they lecture others on good
governance norms.
The position of UN SecretaryGeneral (SG) is protected against such
shenanigans by the rotation principle
whereby each continent gets its turn for
the top job. But almost all the top UN
posts after that are within the personal
discretion of the SG to fill without any
check on the whimsical appointments.
Ban
Ki-Moon
has
been
commendably conscious of and good
at appointing women to the senior
–

ranks. But both he and the system are
yet to be sensitised to the fact that the
top-level under-representation of nonwesterners is even worse. The situation
persists not just because western donor
countries use money power and are
more focussed in lobbying for their
nationals.
An even more telling explanation is
that the developing countries fail to act
in pursuit of their collective interest,
are not equally committed to backing
their own, and do not wish to jeopardise
their own individual chances of a cushy
UN post.
A decade ago, Asians comprised a
mere 12 per cent of high-level
representatives. Today, according to
the list available on the UN website, of
the total of 94 special representatives/
envoys of the SG, 16 per cent are Asian,
30 per cent African, 2 per cent from
Latin America and the Caribbean: and
52 per cent from Europe, North America
and Australia with nine out of ten of
them dealing with non-western and
global problems.
We would have been rightly
outraged if the first two heads of UN
women had been men, no matter how
capable the individual might have been.
Why is there no matching outrage and
unacceptability when the head of the
Development Programme is a
westerner? No matter how well
intentioned, they cannot possibly know
the political and social imperatives
driving development strategies and
policies.
The only part of the system that has
its global headquarters in Asia is the

UN University. Only one of its six chiefs
to date has been Asian, when equity and
justice would have seen only one nonAsian. On every table of university
rankings, the Asian universities have
made the most dramatic progress. Asian
university presidents and vice
chancellors must be doing something
right. How then to explain the bias
against them?
Or take a third example, the
responsibility to protect (R2P). The
likely sites and targets of intervention
in the foreseeable future will be
developing countries. The interveners
can come from advanced and/or
developing countries. Conversations on
R2P should occur therefore first among
the civil societies and governments of
developing countries, and secondly
between developing and advanced
countries.
Norm Hijacked
And the SG’s special adviser on R2P
should be a powerful (public)
intellectual from the global South.
Instead we have had an American and
now a Canadian.
One dispiriting answer to the bias
might be that as a consequence of the
century of European colonialism, nonwesterners
have
themselves
internalised the sense of racial
superiority of westerners.
Part of India’s national identity is
the self-belief in being a champion of
developing countries. Is it prepared to
take the lead in demanding an
explanation-cum-correction of this
anomaly in the UN system?

Former Senior UN Official and Professor, Crawford School of Public Policy, Australian National University; Excerpts from an article in
The Hindu, July 19, 2013
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Publications
Research Reports

Reforming Non-Tariff Barriers
Case for a Participatory Approach in South Asia

T

he Government of India has been consistently taking initiatives to address challenges
emanating from non-tariff barriers. It is in this context that the present study advocates a
new approach to address the cost of doing trade in South Asia - an interventionist and
participatory role of the private sector, CSOs and other important stakeholders in the
identification and removal of non-tariff barriers and other procedural barriers to intra-regional
trade facilitation. It emphasises on the need for an inclusive approach, in which various
stakeholders are required to share responsibilities and support governmental efforts for
effectively addressing challenges to reduce the cost of doing trade in the region.
www.cuts-citee.org/COENCOSA-Phase-II/pdf/Reforming_NonTariff_Barriers_Case_for_a_Participatory_Approach_in_South_Asia.pdf

Dynamics of Rice Seeds Trade
Need for Cooperation between India and Bangladesh

T

his Report introduces the issues relating to the importance of quality rice seeds, and compare
rice yields in both Bangladesh and India. It highlights importance of quality rice seeds in
raising yields. It also sheds light on factors influencing rice production and yields and deals
with seed policy regimes and regulations in the two countries. The report also analyses rice
seed industry structure and delivery mechanisms and sheds light on external trade and traderelated barriers in rice seeds. It also analyses issues of informal rice seeds trade and existing
complementarity between the two countries.
www.cuts-citee.org/RISTE/pdf/Dynamics_of_Rice_Seeds_TradeNeed_for_Cooperation_between_India_and_Bangladesh.pdf

Briefing Paper

The Political Economy of EU-India FTA

T

We want to hear
from you…

he proposed free trade agreement being negotiated between India and the European Union is due to be
the first of its kind and may start a new generation of trade liberalisation as India is new to sign such an
agreement between a developing country of South Asia, on one hand, and a group of developed countries of
Europe, on the other. The contentious issues of negotiations include labour mobility, financial sector
liberalisation, production of generic medicines, patent issues etc. This Briefing Paper focuses on these
issues and argues that signing of an free trade agreement is not only an economic issue but also has
political aspects. www.cuts-citee.org/pdf/Briefing_Paper13-The_Political_Economy_of_EU-India_FTA.pdf
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e put a lot of time and effort in taking out this
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know how far this effort is paying off in terms of utility to
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