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Confusion Galore on India and WTO

W

The Economist

hile food security is a matter of national sovereignty, let us
not confuse it with trade negotiations, as many are indulging
in. Secondly, the WTO issue is on production subsidies and not
consumption subsidies, so it does not affect India’s poor consumers.
India’s principled stand seeking parallel progress on trade
facilitation and food security agreements, including development
issues, at the WTO is a right step. Otherwise, one will move fast and
the others will lag behind.
At Doha, three declarations were adopted. The main text to
liberalise trade with the enticing label of development, second to
clean up the problems with the WTO agreements and third, an
agreement to waive obligations under Trade-Related Aspects of
Intellectual Property Rights (TRIPs) on grounds of public health.
Over time, the main Doha accord on liberalising trade moved on
fast speed but the one on implementation problems just did not move.
Due to the logjam in the Doha Round, the US is pursuing PTAs, such as TPP with
many countries in Asia and the Pacific but without China or India, and a TTIP with
the EU. Furthermore, they are also seeking a plurilateral agreement on services at
the WTO, again without China or India.
Given this phenomenon, which would weaken the multilateral trading system,
it is in India’s interest to pursue the conclusion of the Doha Round. The major
problem with the Doha Round is the rich countries’ farm subsidies, which has
always been the most contentious of all issues. Every time, the rich find newer
ways to deflect attention to address this, and now they are attacking our regime,
which is to uphold the rights of poor farmers, and not corporate farmers.
On the other hand, India and 40-odd developing countries, fearing a challenge
to their issues relating to subsidies for producing staple food items (wheat and
rice), made it a condition for the Bali accord. The limit for such production subsidies
agreed to in the WTO Agreement on Agriculture needs correction because
international prices have gone up hugely, as it was based on international prices
of the late 1980s.
Since domestic prices offered to our farmers have also gone up as a result of
increasing international prices, the difference between our current domestic price
and previous price on the basis of which the farm agreement calculates aggregate
measurement of support has also grown over time, threatening to breach the subsidy
limit which is allowed to countries like ours. This formula has to be reframed.
Knowing very well the tricks of the rich countries to talk and talk, India pushed
for a permanent solution to be found by the WTO ministerial in 2017 rather than
leave it unclear. Till the time a permanent solution is found, India and other such
WTO members will not be impugned at the WTO on this matter. It is possible to find
this solution. In Bali, India agreed to this peace clause as per an assurance by the
rich countries that there is, and will be, a balance among all three pillars of the
Bali accord.
Therefore, India has taken this position on pushing forward the protocol on
trade facilitation beyond end July unless there is some demonstrated traction on
food security. Many a deadlines have been missed in international trade
negotiations, so the heavens will not fall.
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Dethrone ‘King Dollar’
Jared Bernstein*

To get the American economy on track, the government
needs to drop its commitment to maintaining the dollar’s
reserve-currency status.

T

here are few truisms about the world
economy, but for decades, one has
been the role of the US dollar as the
world’s reserve currency. It’s a core
principle of American economic policy.
After all, who wouldn’t want their
currency to be the one that foreign
banks and governments want to hold
in reserve?
But new research reveals that what
was once a privilege is now a burden,
undermining job growth, pumping up
budget and trade deficits and inflating
financial bubbles. To get the American
economy on track, the government
needs to drop its commitment to
maintaining the dollar’s reservecurrency status.
Dollar: Prominent Reserve Agency
According to Kenneth Austin,
a Treasury Department economist,
it is widely recognised that
various
countries,
including China, Singapore and
South Korea, suppress the value
of their currency relative to the
dollar to boost their exports to
the US and reduce its exports to
them. They buy lots of dollars,
which increases the dollar ’s value
relative to their own currencies, thus
making their exports to us cheaper and
our exports to them more expensive.
Austin’s work shows that, far from
being a victim of managed trade, the
United States is a willing participant
through its efforts to keep the dollar as
the world’s most prominent reserve
currency.
Since global accounts must
balance,
when
“currency
accumulators” save more and consume
less than they produce, other countries
must save less and consume more than
they produce (i.e., run trade deficits).
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This means that Americans alone do
not determine their rates of savings
and consumption. Think of an open,
global economy as having one huge,
aggregated amount of income that must
all be consumed, saved or invested.
Note that as long as the dollar is
the reserve currency, America’s trade
deficit can worsen even when we’re not
directly in on the trade. Suppose South
Korea runs a surplus with Brazil. By
storing its surplus export revenues
in Treasury bonds, South Korea nudges
up the relative value of the dollar

Dethroning “King Dollar”
Dethroning “king dollar” would be
easier than people think. America
could, for example, enforce rules to
prevent other countries from
accumulating too much of our currency.
In fact, others do just that precisely to
avoid exporting jobs. The most recent
example is Japan’s intervention to hold
down the value of the yen when central
banks in Asia and Latin America started
buying Japanese debt.
Of course, if fewer people demanded
dollars, interest rates might rise,
especially if stronger domestic
manufacturers demanded more
investment. But there’s no clear
empirical, negative relationship
between interest rates and trade
deficits.

Import Prices to Increase Inflation
Others worry that higher
import prices would increase
inflation. But consider the results
when we “pay” to keep price
growth so low through
artificially cheap exports and
large trade deficits: weakened
www.grrrgraphics.files.wordpress.com
manufacturing, wage stagnation
against our competitors’ currencies, (even with low inflation) and deficits
and our trade deficit increases, even and bubbles to offset the imbalanced
though the original transaction had trade.
nothing to do with the United States.
But while more balanced trade
As seen throughout the tepid might raise prices, there’s no reason it
recovery from the Great Recession, is should persistently increase the
insufficient domestic demand in inflation rate. We might settle into a
America’s own labour market. Austin norm of 2 to 3 percent inflation, versus
argues convincingly that the correct the current 1 to 2 percent. But that’s a
metric for estimating the cost in jobs is price worth paying for more and higherthe dollar value of reserve sales to quality jobs, more stable recoveries
foreign buyers. By his estimation, that and a revitalised manufacturing sector.
amounted to six million jobs in 2008, The privilege of having the world’s
and these would tend to be the sort of reserve currency is one America can no
high-wage manufacturing jobs that are longer afford.
most vulnerable to changes in exports.

Senior Fellow, Centre on Budget and Policy Priorities; Excerpts from an article appeared in The New York Times on August 27, 2014
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Economic Issues
Shortage of Skilled Labour in Germany
Germany is facing a severe labour
market shortage, which could hit the
country’s growth rate from as early as
2015. Rainer Strack, Senior Partner at
BCG said shortages hamper economic
growth, create wage inflation and
impede business formation and
development
Germany, the euro zone’s largest
economy, could exercise a shortage of
up to 2.4m worker by 2020, growing to
10m by 2030 as the labour supply
shrinks from 43m people today to an
estimated 37m suggested by research
group of Boston Consulting.
According to some economists, the
unemployment rate is Germany is
around 4-6 per cent which means the
country is already very close to full
employment. The research also
highlights the fact that the apart from
the declining work force, the workers
do not possess the skills which
employers are seeking.
(FT, 30.06.14)
India to Deepen Economic Reforms
The Government of India (GoI)
promises to deepen economic reforms
will create a ripple effect. The GoI is
ready with a deal to attract investment
from companies from across the border
in “ industrial parks”, which are
expected to include special economic
zones and manufacturing zones.
Japan and South Korea are already
in talks with the government to
cooperate in investment in industrial
enclaves and China will be the third
country with which an arrangement is
being finalised.

The proposed MoU is seen as the
first step towards greater investment
cooperation. China has also proposed
to fund 30 per cent of India’s
infrastructure requirement; although
government officials said a decision on
the issue was yet to be taken since the
details are missing.
(ToI, 25.06.14 & IE, 26.06.14)

World Economies Take Turn for Worse
In a world preoccupied by
geopolitical crises – from Ukraine, Iraq
and Gaza to the Ebola outbreak in West
Africa – the global economy has taken
something of a back seat. China’s
economy is slowing. The euro zone’s is
a flat line. Japan’s sank in the second
quarter. Britain has wage deflation.
The ultra-loose monetary policy
adopted to drag the economy out of the
financial crisis is not playing ball. The
policymakers want to move away from
it.
The bank has already thrown more
than €1tn (US$1.34tn) into the economy
and is poised to inject more. Yet there
is no sign of growth and inflation is
running at a deflation-threatening 0.4
per cent.
(IE, 20.08.14)
UNCTAD’s Take on India
According to UNCTAD, India’s
growth will not reach somewhere close
to that of pre-economic crisis days in
the near future. The UN body estimates
that for the ongoing fiscal 2014-15,
India’s GDP is estimated to touch 5.6
per cent.
However, with some policy changes
– which push up demand in a

sustainable manner, industrial policies
to promote private investment,
regulation of finance and capital
controls and development-oriented
trade agreements – the gross domestic
product (GDP) growth could touch 7.9
per cent, the report suggests.
The report warns the developing
country about the risk of pursuing
export led growth strategies and rather
suggests that look closer and focus on
domestic and regional demands for
continued and sustainable growth. It
also identified the potential
establishment of the Bangladesh-ChinaIndia-Myanmar Economic Corridor will
help attracting investments. (BL, 10.09.14)
China on Bull’s Eye
As China and Russia’s relationship
is growing closer, Japan and South
Korea are pushing their companies to
team up in Russia to stem China’s
growing economic power there, in an
unexpected consequence with
Moscow’s stand out with the west.
On the other hand, Narendra Modi,
Prime Minister of India claims that
distance is not an issue and he
promises to deepen the collaboration
with the South American countries even
more at the bilateral level, as a BRICS
member, in the G-77, as well as other
international forums.
To tap enormous opportunities of
cooperation, he said India must utilise,
the Preferential Trade Agreement
between India and the MERCOSUR Trade
Block (South America’s trade block) and
Chile, more effectively.
(BS, 17.07.14 & FT, 15.07.14)

Dip in Global Food Prices

A

www.foodnavigator.com

ccording to a report by the United Nations’ Food &
Agriculture Organization (FAO), global food prices
declined to their lowest in nearly four years in August 2014
compared with the previous month, as adequate supplies
kept a lid on rates of several
items, including vegetable
oil, milk and cheese.
An FAO index of 55 food
items eased 3.6 per cent in
August from the July level to
196.6 points, the lowest
since September 2010. The
dairy index dipped to 200.8
points from 226.1points. The
cooking oil index slipped to
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166.6 points from 181.1points. The cereal price index of the
FAO was down 1.5 per cent to 182.5 points.
Cotton, soybeans, corn and wheat prices fell into bear
markets in 2014 as farmers in the US, the largest grain grower,
prepare to collect what the
government predicts will be record
harvests. In the past three years,
all agricultural values on the
Bloomberg Commodity Index other
than cattle and hogs have declined,
led by corn, soybean oil and sugar.
However, the prices of rice inched
up, signaling the return of
traditional importers.
(BS, 11.09.14)
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Economic Issues

SAARC Bank in
the Pipeline

C

ontinuing with its South
Asia initiative, India will

propose a SAARC Development
Bank in the lines of BRICS bank
at the regional grouping ’s
ministerial council in Bhutan.
It is expected that this Bank
will gz o a long way in
facilitating regional integration
through

financing

of

infrastructure for trade.

Soaring Inequality
Improvements in life spans, education
and incomes are slowing due to natural
disasters, misguided government policies
and worsening inequality in a world
where the 85 richest people have as much
wealth as the 3.5 billion poorest, the
United Nations said in its Annual Human
Development Report.
It warned that improvements in
longevity, education and income, which
are the three main components of the
UNDP’s influential index of human
development, are slowing due to
worsening inequality and economic
disruptions, to droughts and other
natural disasters and to poor government
policies.
But the agency also said the solutions
are not complicated but when haven’t
addressed a lot of vulnerabilities and
development deficits, as in Syria, it all
comes spectacularly unstuck.

www.img.priyo

(DNA, 25.07.14)

The proposed bank would
focus exclusively on the eightnation SAARC, unlike the BRICS
bank which will operate across
the developing world.
While SAARC members will
contribute to the equity and get
voting rights according to their
contribution, funding will also

Poverty Illusion
The Asian Development Bank (ADB)
has joined calls for a rethink of the way
poverty is measured, saying the number
of poor in Asia would jump more than 1
billion if more realistic criteria were
used.
The ADB said measures of poverty
failed to take account of food
insecurity and vulnerability to economic
shocks and natural disasters. The World
Bank is considering increasing its
poverty line and the new Indian
government is also looking into a similar
change.
The report said the number of poor in
Asia would rise from 473 million to 1.5
billion as of 2015 if the poverty line was
raised from US$1.25 to US$1.50 a day and
rapidly rising food prices and
vulnerability to shocks were taken into
account.
(FT, 21.08.14)

be invited from other countries
to ease financing the venture;
agencies like ADB and World
Bank would be asked to join in
as observers.
The initial corpus of the
Bank is yet to be decided but it
is expected to be modest to be
scaled up later.
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(BL, 22.07.14)

‘Mixed Ownership’ Reform
China has identified six large stateowned enterprises (SoEs) for a pilot
programme to attract private investment
and improve corporate governance, as
the government pushes ahead with
reforms aimed at raising economic
efficiency.
The ruling Communist party promised
to push “mixed ownership” reform, a
phrase understood to mean partial

privatisation, while maintaining SOEs as
the backbone of the economy.
State-owned Assets Supervision and
Administration Commission (Sasac)
controls 113 central SoEs, compared to
98,554 companies owned at the local
level. But central SOEs control fully 53
per cent of overall SOE assets totalling
RMB95.7tn.
The other companies participating in
one or more of the reform pilots are China
Energy Conservation and Environmental
Protection Group and Xinxing Cathay
International Group, a heavy equipment
manufacturer previously owned by the
(FT, 16.07.14)
military.
Quality Jobs Need of the Hour!
The world’s largest economies are
failing to create enough jobs and too many
of those that are being produced are too
low quantity to generate a meaningful
boost to global growth.
International Labour Organization,
the OECD and the World Bank warned that
more needed to be done is to create good
quality jobs across both advanced and
emerging economies as more jobs with
better pay contribute to household
incomes, which in turn boosts consumer
demand.
G20 members have recognised the
problem and have launched special
employment programmes. But that plan
still needs to be put into effect in a
coordinated fashion to give the global
economy a badly needed boost that would
also generate the jobs needed.
(FT, 16.09.14)

US Trade Unionism
Richard Trtumka, AFL-CIO President
said Labour movement was in crisis and
stagnant wages have contributed to rising
wealth disparity. Over the past 25 years
unions have not been able to do much to
lift wages: median household income in
the US has barely grown.
Thus, it led to the downfall of the
private sector union membership. In 1950
it was above 30 per cent but during the
last it fell to 6.7 per cent which in turn
eroded union power further.
The only way he suggests to solve the
crisis in the economy is to work with
progressive peers and give workers
enough bargaining power that they can
get a bigger share of the wealth and the
value they produce.
(FT, 07.08.14)
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Economic Issues
Global Recovery to Accelerate
According to IMF global economic
activity should strengthen in the
second half of 2014 and accelerate in
2015 although momentum could be
weaker than expected.
IMF chief Christine Lagarde said,
‘central banks’ accommodative policies
could have only limited impact on
demand and that countries should also
act to boost growth by investing in
infrastructure, education and health,
provided their debt stays sustainable.”
He further says that there is a
“sensible rebound” in the US economy
and growth should accelerate as long
as the Federal Reserve’s withdrawal
from easy monetary policy is orderly
and there is a precise medium term
budget framework.
The euro zone is slowly coming out
of recession and it is crucial that
countries continue to carry out
reforms, including completing the
banking union.
(FE, 06.07.14)

(BS, 18.07.14)

FDI Poised to Plateau
Foreign Direct Investment (FDI) into
developing economies have been the
main trend for decade but now it is
forecast to stall as companies raise
long-term bets on economies in Europe
and the US recovering.
FDI in developing countries is set to
plateau. In 2000, FDI flows into
developing and transition economies
ECONOMIQUITY No. 3, 2014

Plunge in Commodity Prices
According to Goldman Sachs,
commodity prices will dip as super
cycle ends. Commodities from iron ore
to copper and Brent crude will drop
over the next five years as global
supplies climb which highlighted oil’s
recent losses as a sign of increased
output.
Banks from Citigroup to Deutsche
Bank AG have called an end to the
commodities super-cycle, when China’s
surging demand combined with supply
constraints to more than double prices
in the 12 years through 2010.
Raw materials rallied this year from
three annual losses as a lack of rain in
Brazil lifted coffee and a ban of ore

exports from Indonesia spurred a rally
in nickel. The drop in energy prices
since last month showed the impact of
higher global output.
(ET, 17.07.14)
Call for Changes
Business leaders from the G20
group of developed and major emerging
economies claims that the destiny of
the G20 nations can be changed, if the
government makes financial reforms,
lift barriers to trade and movement of
capital and human resources and focus
on infrastructure to lift growth in the
member countries by 2 per cent over
the next five years.
They also urged the G20 to set up a
‘global infrastructure hub’ to
disseminate best practices in
developing pipelines of investmentready infrastructure projects the
private sector can invest in.
The B20 report also urged
governments to incentivise businesses
to “act responsibly” and reduce the
supply side of corruption, while
enforcing existing laws more effectively
and penalising corruption in public
office in order to curb the demand for
corruption. (BL, 18.07.14 & FE, 20.09.14)

OECD Slash Growth Forecasts

T

he Organisation for Economic Cooperation and Development (OECD) slashed
its growth forecasts for major developed economies, urging much more
aggressive European Central Bank (ECB) stimulus to ward off the risk of deflation
in a subdued euro zone.
Updating its growth
forecasts for major
developed economies,
the OECD projected
growth in the euro zone
at only 0.8 per cent in
2014 and rising only
slightly in 2015 to 1.1
percent.
That marked a
sizeable downgrade
from its May Economic
Outlook for the euro
zone, when the Parisbased
organisation
forecast growth of 1.2
percent in 2014 and 1.7 percent in 2015.
In comparison, the OECD saw the US’ economy growing 2.1 per cent this year
before accelerating to 3.1 per cent in 2015. The US is set to push European countries
at the G20 meeting to step up measures to boost demand and economic growth in
the face of the risk of deflation.
(Reuters, 15.09.14 & DNA, 13.08.14)
Economic Times

Industrial Production in Salvation
Industrial production around the
world plunged after the Great
Recession began, and in most
advanced economies has yet to fully
recover. But that is not the case in many
emerging economies, with production
hitting new highs.
Over all, production in the eurozone
is 11 percent lower than in 2007. Along
with Germany, France has done the best,
with production still down 15 per cent.
In Italy, production is off 22 per cent
and in Spain it is down 28 percent.
Industrial production in US was 3
per cent higher in June 2014 than that
in December 2007. Emerging economies,
production was up by more than a third
from 2007 level, primarily because of
the production of the Asian countries
which increased by 60 percent.

accounted for just 19 per cent of the
global total. By 2013, they had grown
to almost 60 per cent.
But UNCTAD economists say the
recovery under way in developed
economies is changing that dynamic.
They expect FDI into developed
economies to increase 35 per cent this
year against a 0.2 per cent fall in those
flows into developing countries such
(FT, 25.06.14)
as China.
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Costless Recovery

R

Rising CO2 Emissions
This year the world has witnesses
the fastest rise in the CO2 emissions in
the last three decades signalling the
inability of our oceans and forests to
hold the greenhouses gases as
effectively as they used to in the past.
This is a matter of serious concern as
per Professor Dave Reay, Chair in
Carbon Management at Edinburgh
University.
India, on the other hand, is being
negligent about this climate-change
threat. Most of the energy demand in
India is sourced from fossil fuels and
the proportion of renewables mix is
quite low as to date.
Looking at the pace of development
coupled with the surging energy
demands, India vows to reduce the
carbon emissions from 25 to 20 per cent
by 2020 seems unachievable.
(FT, 10.09.14 & BS, 18.09.14)

EU-India Faceoff
Prime Minister of India Narendra
Modi will not be attending the UN
Climate Change Summit implying India’s
strong stand of not making any further
announcements on tackling climate
change. India stated that this summit
is not a forum to take decisions and
make announcements and if done will
prejudice ongoing climate change
negotiations under the aegis of UNFCC.
The EU, on the other hand, wants
India to be more flexible on climate
talks by pushing the larger emerging
economies to a legally binding
agreement for cutting emissions.

6

Business Standard

eport by the Global
Commission on the
Economy and Climate says that
the climate change recovery
can be effectively free if
greener policies are put into
enforcement. As a result their
spillover effect on lower fuel
cost; fewer premature deaths
from air pollution; and reduced
medical bills; will end up
saving more then what is spent
on the policies enactment.
Ottmar G Edenhofer, a
climate change scholars,
points
out
that
the
India and other Like Minded
Developing Countries (LMDC) are
absolutely concerned about their
development amidst the repercussions
from climate change and have
demanded a surety in raising the
financial commitment of US$100bn by
the developed nations to help them in
tackling climate change.
(ET, 16.09.14; 18.09.14 & BL, 12.09.14)

Indo-Pak Gas Ties
Soon India and Pakistan will sign a
deal for the supply of LNG to the latter
after both reached a consensus on the
pricing. Pakistan has decided to do
away with the customs on the gas
thereby making India to supply gas to
Pakistan at a much cheaper cost.
Sales will start once the pipeline
from Jalandhar to Wagah to transport
the gas is in place which could take up
to a year. Minister of State for Petroleum
and Natural Gas Dharmendra Pradhan
had recently told Parliament that
negotiations are under way between
Gas Authority of India Limited and Inter
State Gas Systems, Pakistan for supply
of 5 million metric standard cubic
meters a day of gas to Pakistan for a
period of five years.
(BL, 17.09.14)
Philippines under Pressure
Philippines along with other
developing countries have become one
of the most powerful countries in the
UNFCC negotiators table. At the Warsaw
meeting, the Philippines stole some
thunder from the small island
countries as their negotiator Naderev

recommendations made in the
report are mostly practical and
if adopted would help to lead
the path of sustainable
development.
But he was also concerned
over the claims to be overtly
optimist and doubtful about
the monetary valuation of the
benefits as mentioned in the
report. Nonetheless, fixing
comes at a cost and the
investments made today on
climate change will reap
sustainable paybacks for our
future.
(BS, 14.09.14)

M San became an iconic figure with the
global civil society rallying round him
as he broke down at the talks and
vowed a fast till the negotiations
produced results.
The US and EU have been pressuring
Philippines to dissociate from the
powerful LMDC at a time when the
world is required to stitch a new
climate pact by 2015. The Philippines
played a critical role in forcing the US
and the EU to start discussions on
payment for loss and damage caused
(BS, 30.08.14)
by climate change.
Bridging Funding Gaps
A number of fund donors from the
developed world have shown keen
interest to bridge the funding gap of
US$200bn to flight climate change in
the recently held UN Climate Summit in
New York.
During the Paris agreement, the
developing nations were concerned
over bridging the funding of US$100bn
by 2020 for tackling climate change.
Till now, Germany has pledged US$1bn
and France has been also told to
commit the same amount.
Looking at other development
initiatives, the British government has
set aside 0.7 per cent of the gross
domestic
product
(GDP)
as
development aid which also includes
£3.9bn for the International Climate
Fund. By doing so, the UK also wants
India to get on board for the Global
Apollo Programme which aims at
producing cheaper renewable energy by
2025.
(FT, 24.09.14 & TH, 08.09.14)
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Polluting Plastic
Around 10-20 million tonnes of
plastic waste is dumped into oceans
causing severe damages worth
US$13bn to marine ecosystems. This
plastic when dumped into oceans
degrades into microplastics which gets
ingested by creatures ranging from sea
birds to mussels and finally enter into
human food chains.
The report entitled ‘Valuing Plastic’
states that plastic toys and household
durable goods sectors are the biggest
demanders of plastic which indirectly
leads to contributors to plastic waste
as well.
Another growing source of plastic
is the cosmetic and personal industry.
Due to lack of adequate waste
management facilities, Asia is facing
severe pollution crisis from plastic
waste and companies are taking the
concept of plastic footprint for granted.
(TH, 03.07.14)

Warnings for South Asia
Asian Development Bank’s (ADB)
report ‘Assessing the Costs of Climate
Change and Adaptation in South Asia’
has warned South Asia about the
negative economic growth implications
from climate change.
Climate change will cut the region’s
growth by a whopping 9 per cent if all
these countries do not taken immediate
measures to counter global warming.
The reports also predict a high increase
in the cost of countering climate change
in the long run.
GDP loss for Maldives is projected
at 12.6 percent, 9.9 percent for Nepal,
9.4 percent for Bangladesh and 8.7
percent for India. An increase in the sea
levels is projected for Bangladesh,
India, Maldives and Sri Lanka.
The report recommends the
following solutions: investment in
flood and saline resistant crop
varieties; better coastal zone
management; groundwater protection
and improved disease surveillance.
(BL, 20.08.14)

Australia Axes Carbon Tax
The new Australian Government
have repealed the much criticized
carbon tax. As a result the households
will benefit on an average by US$550 a
year, with the gas prices to fall by seven
ECONOMIQUITY No. 3, 2014

percent and electricity prices by nine
percent. This tax was introduced in
Australia in July 2012 by the previous
Labor government.
The country’s Prime Minister, Tony
Abott said, ‘A useless, destructive tax
which damages jobs, which hurts
families cost of living, and which didn’t
actually help the environment is finally
gone. Well, what I am saying is that we
have just scrapped the carbon tax.’
After this move the opposition party
leader, Bill Shorten, lashed the PM and
said, ‘Today, Tony Abott has made
Australia the first country in the world
to reverse action on climate change.’
(BL, 17.07.14)

Climate Change: Food Guzzler
According to a new research
published by Nature Climate Change,
by 2050 world’s ability to produce food
will be decreased by up to 10 percent
due to rising air pollution.
“Our report found this change in air
pollution inhibits the growth of fieldgrown wheat by 10 per cent”, says
Arnold Bloom, the lead author of the
report. According to Bloom, air
pollution will affect both urban and
rural farming alike. Wheat production
is likely to be affected the most by
climate change. To make the situation
murkier, worldwide food demand is
projected to rise by 50 per cent in 2050.
Paul Cook, Advocacy Director for

Tearfund, states that NGOs can play in
pivotal role in taking immediate
measures to tackle the crisis by
promoting water and soil conservation
farming techniques. He also laid the
stress on the developed nations to
avoid excess food wastage.
(TH, 04.09.14)

Stop Shark Fin Trade
The Human Society International
(HIS-India) urged India’s leading airline
companies, Air India and Jet Airways,
to devise a policy against the air
shipment of shark fins and join the
league of environmentally conscious
airlines.
‘India is among the leaders in shark
hunting. So banning shark fin
transportation will help reduce the
trade and protect the sharks’, says CS
Samyukta, a HIS wildlife campaigner.
Jet Airways and Air India did not
comment on the issue.
Due to poor regulation on shark
hunting, many endangered species gets
illegally hunted. In August 2013, India
banned shark finning – a process where
fins are cut and the bleeding shark is
thrown back into the sea, causing it to
die a slow and painful death. A
National Mission for the Conservation
of Sharks in India, comprising
scientists and fishermen, has been
created to rightly implement the finning
ban.
(BL, 21.07.14)

Every Drop Counts

N

estle Chair, Peter Brabeck, points the need to tackle water scarcity as a bigger
priority than climate change. He adds, “I am not saying climate change is not
important. What I am saying is even without climate change we are running out of
water and this has to become the first priority.”
Many
companies
throughout the world fear the
repercussions from water
scarcity and in the light of the
crisis have come up with water
saving mechanisms. For
sustainable safety concerns,
Nestle has set aside a budget
of US$42.5m on new watersaving
and
treatment
equipments at plants.
BHP Billion and Rio Tinto,
www.lhs.googleusercontent.com
mining companies, have
agreed to spend US$3bn on desalination plant for a copper mine in Chile. Ford
and Google have also invested in to save water usage looking at credit-negative
implications from water scarcity.
(FT, 15.07.14)
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Power and the Struggle for Water
Mikhail Gorbachev*

Political, business, and
civil-society leaders should
cooperate to implement the
UN Watercourses Convention

Our environmental security,
economic development, and political
stability directly depend on it. The
convention will soon apply to all of the
cross-border rivers of its signatories’
territories, not just the biggest basins.
It will complement the gaps and
shortcomings of existing agreements
and provide legal coverage to the
numerous cross-border rivers that are
under pressure.
Worldwide, there are 276 crossborder freshwater basins and about as
many cross-border aquifers. Backed by
adequate financing, political will, and
the engagement of stakeholders, the
convention can help address the water
challenges that we are all facing. But
will it?
An ambitious agenda should be
adopted now, at a time when the
international community is negotiating
the contents of the sustainable
development goals (SDGs), the
successor to the UN Millennium
Development Goals, which will expire
in 2015.
The international community will
soon have to agree on a climate-change
framework to replace the Kyoto Protocol.
But the UN Watercourses Convention’s
entry into force raises as many new
questions as existed in the period
before its ratification. What will its
implementation mean in practice? How
will countries apply its mandates within
their borders and in relation to riparian
neighbours? How will the American and
Asian countries that have largely
ignored ratification respond?
Furthermore, how will the
convention relate to the Convention on
the Protection and Use of

Livemint

Watercourse Convention
In May, Vietnam became the 35th and
decisive signatory of the 1997 UN
Convention on the Law of the NonNavigational Uses of International
Watercourses. As a result, 90 days later,
the convention will enter into force. The
fact that it took almost 50 years to draft
and finally achieve the necessary
ratification threshold demonstrates
that something is very wrong with the
modern system of multilateralism.
Regardless of longstanding
disagreements over how cross-border
freshwater resources should be
managed and understandable
preferences by governments and water
professionals to rely on basin
agreements rather than on international
legal instruments, that half-century
wait can be explained only by a lack of
political leadership.
Roughly 60 per cent of all freshwater
runs within cross-border basins; only
an estimated 40 per cent of those basins,
however, are governed by some sort of
basin agreement. The struggle for water
is heightening political tensions and
exacerbating impacts on ecosystems.
But the really bad news is that water
consumption is growing faster than
population—indeed, in the 20th century
it grew at twice the rate.
As a result, several UN agencies
forecast that, by 2025, 1.8 billion people
will be living in regions stricken with
absolute water scarcity, implying a lack
of access to adequate quantities for
human and environmental uses.
Moreover, two-thirds of the world’s
population will face water-stress
conditions, meaning a scarcity of
renewable freshwater.
The UN Watercourses Convention
must not become just another ignored
international agreement, filed away in
a drawer. The stakes are too high. In
today’s context of climate change, rising
demand, population growth, increasing
pollution, and over-exploited resources,
everything must be done to consolidate
the legal framework for managing the
world’s watersheds.

Transboundary Watercourses and
International Lakes, which is already in
force in most European and Central
Asian countries and, since February
2013, has aimed to open its membership
to the rest of the world? Similarly, how
will the convention’s implementation
affect existing regional and local crossborder freshwater agreements?
The countries that ratified the UN
Watercourses Convention are expected
to engage in its implementation and to
go further in their efforts to protect and
sustainably use their cross-border
waters. What instruments, including
financial, will the convention provide
to them?
Several legal instruments can be
implemented
jointly
and
synergistically: the Ramsar Convention
on Wetlands, the UN Convention to
Combat Desertification, and the UN
Framework Convention on Climate
Change, to name just a few.
What lies ahead?
What the world needs is the
engagement of political, business, and
civil-society leaders; effective
implementation of the UN Watercourses
Convention is impossible without it.
This is too often overlooked, but it
constitutes the key to the long-term
success of cooperation that generates
benefits for all.
Inclusive
participation
by
stakeholders (including the affected
communities), and the development of
the capacity to identify, value, and
share the benefits of cross-border water
resources, should be an integral part of
any strategy to achieve effective
multilateral collaboration.

* Last President of the Soviet Union; Excerpts from an article appeared in the Livemint, on July 15, 2014
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India’s
scuppering of
the latest trade
talks leaves no
one better off

India withdraws support to TFA
For the first half of 2014, the WTO
officials had a spring in their step. In
December 2013, 159 WTO members in
Bali, had struck a “trade facilitation
agreement” (TFA) – a pledge to cut red
tape at customs posts around the world.
It was the first big win of the Doha
round, a 13-year slog to bring down
trade barriers.
But on July 31, 2014, just before
ratification, India withdrew its support,
prompting the deal’s collapse. Some
Indian concerns with the latest round
of trade talks are valid; but its actions
raise existential questions for the WTO,
which will celebrate its 20th birthday
next January without a single trade deal
to its name.
According to the Peterson Institute
for International Economics, in
Washington, DC, TFA would create 21m
jobs, mostly in poor countries and
would boost developing-country GDP by
US$523bn. India, among a handful of
countries which receives help from the
WTO to boost its trade, would have
seen particularly large payoffs.
Bone of Contention
Trade-distorting subsidies to
farmers in a developing country cannot
exceed 10 per cent of the total value of
its harvests as per WTO. But new foodsecurity law in India is bringing in a
US$4bn-a-year scheme to provide
cheap food for 800m people; and the
minimum support prices the
government offers to farmers will
continue rising.
–

The Economist

Bailing Out from Bali

If these measures breach the 10 per
cent limit, India would be open to a WTO
challenge. The government insists it will
not sacrifice food security on the altar
of a trade deal.
In December, the WTO tried to
accommodate its demands with a “peace
clause” that would have made the foodsecurity programme immune from
challenge for four years. But India was
unsatisfied with the fudge, worried that
come 2017 it would have little bargaining
power to get a permanent exemption.
India’s hardball tactics will hurt a
country struggling to shake off its
protectionist reputation but its move
was not sheer petulance.
Arvind Subramanian of the Peterson
Institute argues that India has been let
down by agreements made during the
Uruguay Round when rich countries
were allowed to keep many protectionist
policies for promising to reduce them
progressively.
India was thus left with stricter
limits on supporting farmers, even as it
lowered its import tariffs.
The WTO could help out. The
reference prices for commodities that
it uses to measure handouts to
producers date from 1986-88, which
has the effect of exaggerating India’s
protectionism. Rich countries are
loathed to update the reference prices,
lest it open the floodgates for all sorts
of other quibbles.
Options for India
India could do some things for itself:
First, it could exploit another historical

legacy of the Uruguay deal. It has been
a more enthusiastic tariff-cutter than
that deal required. A commitment to
keeping such tariffs low could form part
of a deal whereby the WTO turns a blind
eye to other subsidies even beyond
2017.
Second, India’s food-security law
need not lead to increases in rice and
wheat purchases. Stores get so bloated
that grain threatens to spoil and
bureaucrats dump it on the world
market: India is the world’s largest
exporter of rice.
To help poor farmers, India could
instead focus on producer subsidies
that are not linked with levels of output,
such as cash transfers. The WTO finds
this sort of help more palatable.
Third, it could phase out minimum
support prices, which tend to favour
bigger farmers. With the money saved,
it could focus on subsidising grain
sales to India’s poor. No-one objects to
using state funds to subsidise
consumption, at least not on trade
grounds.
More talks are scheduled for
September, but the WTO is increasingly
regarded as a divided forum that cannot
achieve anything. Much trade
liberalisation has been achieved
through regional trade bodies and freetrade areas, with more deals in the
works.
The countries keenest to promote
trade may see more promise in such
forums than in the fractious global
talking-shop.

This article appeared in The Economist on August 09, 2014
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Trade Winds
‘Green Goods’ Trade Talks Kick Off
The world’s leading economies, US,
EU, China and 11 other countries to
launch negotiations reducing tariffs
and other barriers to the global trade
for green goods that was one of the
initial goals of the stalled Doha
Agenda. However, developing countries
are suspicious of such “plurilaterals”
like India and China and argued against
them for undermining the multilateral
system.
The countries favouring the green
goods initiatives account for 85 per
cent of global trade and the vast
majority of commerce in the Asia
Pacific Economic Cooperation (APEC)
products, according to International
Centre for Trade and Sustainable
Development.
The trade in green goods such as
solar panels has grown rapidly over the
past two decades as governments
around the world have invested in
developing in the industry and raised
environmental standards. (FT, 07.07.14)
Trade Protectionism Starts to Level Off
World Bank figures state that
barriers to imports in major economies
are starting to recede after a rash of
protectionism during the global

financial crisis. “The increase in import
protection that began alongside the
Great Recession in 2008 may be
levelling off,” the World Bank said,
adding the peak may have been in FY12.
In 2013, the most temporary trade
barriers were in place in India covering
6.6 per cent of imports, followed by the
US with 6.4 per cent and Peru at 5.7 per
cent.
The countries which had the largest
share of exports affected by temporary
trade barriers were Latvia, largely due
to US anti-dumping duties imposed on
steel concrete rebar, China and Ukraine.
(FE, 28.06.14)

China Posts Record Trade Surplus
China witnessed a trade surplus of
US$47bn in July and in August it
amounted to US$49.8bn owing to
buoyant exports. Analysts say that
Beijing’s anti-corruption drive
suggesting policy support will keep
economic growth on track.
China’s economy had a bumpy ride
in 2014. Exports in August jumped 9.4
per cent from a year earlier to beat a
forecast rise of 8% while in July the
exports shot 14.5 per cent from a year
earlier, the fastest pace in 15 months.
Meanwhile, China’s import growth

Growth in World Trade Sluggish

W

Livemint

orld trade had an anemic start to 2014, according to figures that confirm
the faltering state of the global economic recovery six years on from the
collapse of Lehman Brothers.
Economists had been hoping for a bounce back in global trade this year to
signal that the world economy was finally escaping the shadow of the 2008
financial crisis. The WTO has predicted that the return to growth of developed
economies such as the US and EU will see trade grow
at 4.7 per cent in 2014, its fastest annual rate since
2010.
But that scenario
appears unlikely after the
first three months of the year
saw the volume of global
trade expand just 2.2 per cent
from the same period a year
ago, according to data
compiled by the WTO and
the
United
Nations
Conference on Trade and
Development, (UNCTAD).
The value in US dollar terms of trade grew even more slowly, up just 1.5 per
cent from the first quarter of 2013. The data confirm a pattern that has emerged
with a severe winter in the US and slower growth than expected in Europe and Asia
hampering global trade.
(FT, 23.06.14)
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unexpectedly fell for the second
consecutive month in August.
After a weak start China’s exports
have shown signs of improvement
helped by stronger global growth as
well as supportive domestic policies
and the effects of a weaker yuan.
(FT, 08.08.14 & FE, 09.09.14)

India Notifies Farm Subsidies to WTO
Addressing leading economies’
complaints for not complying with WTO
notification requirements, India
notified the WTO its farm subsidies for
six years from 2004-04 to 2010-11
claiming that it has not breached the
permissible subsidy levels being 10 per
cent of the total production.
Developing countries argue that the
reference period of 1986-88 is outdated and WTO should provide them
flexibility to take care of their poor
farmers by stocking enough grains
which is disliked by developed nations.
However, at Bali Ministerial in 2013
developed nations agreed to find a
permanent solution by 2017 which was
not accepted by India resulting in the
lapse of Trade Facilitation deadline at
the WTO. Negotiations are undergoing
to find a solution for this standoff at
the WTO.
(Livemint, 12.09.14)
Enhanced Trade to Counter TPP
To overcome the disadvantages of
not being a part of the Trans Pacific
Partnership (TPP), agreement under
negotiation among 12 countries, India
must increase trade with Brazil, Russia,
India, China and South Africa (BRICS),
Southeast Asian nations and Latin
America and become more competitive
by raising standards and improving
infrastructure says Indian Commerce
Secretary Rajeev Kher.
TPP Agreement that proposes to
cover one-third of global trade would
lead to trade diversion posing
challenge for Indian economy
especially in textiles and generic drugs
owing to high standards and
intellectual property rules.
Kher said that India needs to invest
in Cambodia, Laos, Myanmar and
Vietnam creating a link to Southeast
Asia to nurture global value chains. TPP
provides India an opportunity to
strengthening its service sector as well.
(ET, 13.08.14)
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Trade Winds

India to Fight US Against Duty

I

ndian Commerce Ministry identified eight items on which the
US has imposed duties similar to the ones that have been
proclaimed illegal by the WTO’s dispute settlement panel in
the steel dispute that was decided in India’s favour.
The items include lined paper products, certain carbon
quality steel plate, certain hot-rolled carbon steel flat products,
PET film, commodity matchbooks, steel wire strand, carbazole
violet pigment and suflanilic acid.
However, the US has challenged the ruling of the dispute
panel that states while determining penal duties on subsidised
imports, the US should restrict itself to the damage suffered by
its domestic industry in lieu of the subsidised imports. So India
has to wait for some time before filing the new cases.

www.static.ibnlive.in.com

(BL, 07.09.14)

No Anti-dumping Duty on Solar Panels
Indian Finance Ministry did not
notify its recommended anti-dumping
duty on imports of solar panels from
four countries, including the U.S. and
China resulting in lapse of the window
that was available to India for slapping
these restrictive duties aimed at
protecting the struggling domestic
industry.
Addressing a press conference on
the 100 days of the Modi Government
State Minister for Commerce and
Industry Nirmala Sitharaman said.
“There was no notification. We allowed
it to lapse.” The Commerce Ministry had
proposed restrictive anti-dumping
duties in the range of US$0.11-US$0.81
per watt on solar cells imported from
the US, China, Malaysia and Chinese
Taipei.
However, Power Minister and Road
Transport and Highways Minister had
both opposed the Commerce Ministry’s
recommendation.
(TH, 11.09.14)
US Imposes Duties on Chinese Products
WTO declared that the US violated
its rules by imposing heavy duties on
Chinese steel products, solar panels
and a range of other goods while
another WTO panel ruled in India’s
favour against tariffs on steel exports
from three of its major firms.
WTO told the US to adapt its
measures to bring them into line with
the WTO’s agreement on subsidies and
countervailing measures. Trade
diplomats said the two cases reflected
a widespread concern in the WTO over
what many see as illegal US protection
ECONOMIQUITY No. 3, 2014

of its own producers.
While the US said it was weighing
its options many other members of the
organisation, including the EU and
Japan did not say if their sympathies
lay with the United States or its
challengers.
(FT, 15.07.14)
Pirated Software to Result in Export Loss
Many states in the US plan on
implementing the Law Against Unfair
Competition resulting in
loss of around US$35mn in export
revenue to a mid-sized manufacturing
company in India if it is using pirated
software.
According to the regulation all
manufacturers whose products are sold
in the US must achieve full legal
compliance of their IT including use of
legal software otherwise they risk
liability and lost sales opportunity.
Though there are other laws to
prevent the use of pirated software and
to protect IP, strict implementation is
required to save the manufacturing
segments from a negative impact and
to increase economy, jobs and national
reputation. The move is welcomed by
India and Brazil unlike China.
(BS, 27.06.14)

US Duties on China Unjustified
The WTO ruled that the antidumping duties imposed by the US on
Chinese Solar modules were not
justified as they did not confirm with
the obligations under the agreement on
Subsidies
and
Countervailing
Measures (SCM). China had alleged that
the duties imposed by the US were not

consistent with the WTO’s SCM
Agreement.
The decision shall have an impact
in India as Indian manufacturers use
the US model to support their stand
while quoting anti-dumping duties on
Chinese products.
In India, the Directorate General of
anti-dumping under the Ministry of
Commerce concluded its investigations
in alleged dumping of solar modules
by China and recommended antidumping duties against different
exporters. These recommendations
shall become formal once notified by
the Ministry of Commerce.
(BL,17.07.14)

EU to Reconsider Alphonso Embargo
EU delegation is visiting India on
government’s request to audit export
facilities in the country raising hopes
among Indian traders that the ban on
Alphonso mangoes imposed by the EU
till 2015 may be reviewed.
The ban was imposed due to
phytosanitary certification system
stating that it had found contamination
of fruit fly and other quarantine pests
in alphonso mangoes and eggplant,
bitter gourd, snake gourd and taro
plant. The ban resulted in a crash in
mango prices in domestic market
though it did not have much impact on
exports.
The Food and Veterinary Officials
from the EU will be visiting Mumbai
first and then Gujarat to examine the
export facilities. Indian exporters are
hopeful that the ban maybe lifted early.
(ET, 09.09.14 & IE, 13.08.14)
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China to Open Doors for Indian Goods

A

Economic Times

five-year trade and economic cooperation agreement was signed between
India and China to improve the trade balance that envisages US$20bn Chinese
investment in India with a view to strive for a more balanced trade over the next
five years.
The framework
proposes steps towards
“ improving
India’s
export capacity and
competitiveness and
expedite action on
resolution of market
access issues”, listing
sectors that need
specific attention.
Seeking greater
access for bovine meat,
rapeseed meal along
with five fruit and
vegetables on an urgent
basis from China, India suggested lower tariffs on textiles and handmade carpets,
diamonds and oil seeds. They agreed to improve the bilateral trade relations and
sort out the contentious border issue, which has soured relations between the
two countries.
(BL, 18.09.14; 09.09.14; IE, 17.08.14)
Ukraine-EU Signs Trade Agreement
A free-trade agreement (FTA) was
signed between the EU and Ukraine
drawing a threat of ‘grave
consequences” from Russia. As part of
the deal, the EU will insist that Ukraine
meet its standards on human rights and
democracy,
fights
corruption,
strengthens the rule of law and reforms
its economy.
Similarly, Georgia and Moldova
signed deals for deep economic
integration and unrestricted access to
the EU’s market, however disturbing
Moscow which is troubled about losing
power over former Soviet republics. The
countries clarified that their final
objective is membership of the EU.
The EU and Ukraine had already
signed parts of the agreement dealing
with political cooperation in March,
but the more significant economic
chapters were left to be signed after
presidential elections.
(HT, 28.06.14; FE, 27.06.14)

Call for Change to Trade Deal
For backing the transatlantic trade
pact, the largest trade unions of the US
and the EU namely, AFL-CIO and ETUC
have put forward conditions such as
exclusion of arbitration mechanism
and protection for online privacy,

12

among others.
Labour Unions that reserved
judgment regarding the trade pact until
now have also raised the prospect of a
ban on free flow of data across borders
stating that the TTIP should be
negotiated in public interest and not
for private investors.
The Unions claim that they are protrade but worry about some red lines
and demand greater transparency for
negotiations and a guarantee that the
deal will not hamper labour standards
as they believe that the agreements are
more concerned about removing
regulatory barriers to trade.
(FT, 10.07.14)

Canberra to Seal China Trade Deal
A Sino-Australian Free Trade
Agreement would be ready by the end
of 2014 before a rival pact championed
by the US is concluded, giving Beijing a
head-start in the race to cement
economic ties with the resource-rich
nation. Canberra is aiming for a
broader deal that would pave the way
for Australian investment in China’s
service sector along with agriculture.
While China is moving ahead for a
bilateral agreement with Australia, the
US has warned the country over tech
deal stating that failure to get a deal

on trade in IT would amplify opposition
to other trade deals.
China has also committed to sign a
trade agreement with South Korea and
introduce direct trading of their
currencies to spur cross-border
transactions.
(FT, 25.06,14; 07.07.14; & 04.07.14)

Moving forward with Asean
India signed an agreement with the
Association of Southeast Asian Nations
(Asean) on investment and freer trade
in services. The services FTA is both an
economic and a strategic imperative for
integrating India more closely into the
booming economies of Southeast Asia
and will open up markets for Indian
professionals and for its services
exports.
Indian government is yet to ratify
the agreement, but it has been reported
that the process is underway. The FTA
includes commitments on market
access, domestic regulations and
mutual recognition of qualification of
professionals thereby increasing
investor confidence within member
countries by providing legal benefits
and sureties.
Asean members reiterated the need
of similar free-trade agreements in
agriculture and energy sector as well.
(BS, 10.09.14; BL, 08.09.14; & FE,11.09.14)

India to Allow Pak Mobiles
As a measure to boost business ties
between India and Pakistan, India may
allow mobile phone sim cards issued
in Pakistan to function in the country.
Buying a sim in India is cumbersome
for Pakistani businessmen owing to
numerous security checks that are
carried out. This move will increase
communication and business between
the two countries.
India is also taking initiative for
revival of Munabao-Khokhrapar trade
route between India and Pakistan to
create an enabling environment and
ensuring a peaceful neighbourhood.
Though there were strong trade
relations between Sindh and Marwar
but after the 1965 Indo-Pak war the rail
route was closed between the countries.
Several Pakistani organizations have
also supported the decades-old demand
of revival of the trade route.
(ET, 08.07.14 & HT, 22.09.14)
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Pharma’s Tripping Benefits MNCs
Import bans by Food and Drug
Administration (FDA) of the US on
products from Ranbaxy’s four domestic
factories for violation of manufacturing
norms, prevented the company from
launching in time at least three generic
drugs in the American market which
would have come with 180 days of
exclusive sale rights.
Hence, multinational drug companies
were allowed to sell expensive products
despite expiry of patent protection.
Estimates show in the absence of generic
competition, Nexium, Diovan and Valcyte,
the drugs for which Ranbaxy had won the
right to launch the generic version,
clocked a combined sale of US$8bn in
2013, while patients in the US had to pay
more.
Various generic drug applications
from other domestic drug makers such
as Wockhardt are known to be pending
with the FDA due to its cautious approach
on quality parameters and compliance.
(BS, 06.07.14)

Labour Violations by Samsung in China
Samsung’s labour practices are under
the scanner after a report by China Labour
Watch (CLW), a rights group, claimed to
have found five underage workers in the
factory of Shinyang Electronics, a Samsung
Supplier in Dongguan, southern China.
Samsung had vowed to eliminate such
practices by the end of 2012 after
ECONOMIQUITY No. 3, 2014

(BL, 11.07.14 & FT, 15.07.14)

Is World Hunger Easing?
The number of chronically
undernourished people dropped by more
than 100 million, equivalent to a country
the size of the Philippines, according to
a report by the United Nations food
agency (FAO), International Fund for
Agricultural Development (IFAD) and
World Food Programme (WFP).
Governments drive to improve
nutrition has helped the number of
hungry people in the world to fall sharply
over the past decade but 805 million, or
one in nine of the global population, still
do not have enough to eat.
The report said that the ambitious
goal to halve the absolute number of
chronically undernourished people
between 1990 and 2015 has been met by
25 developing countries, but enough time
is required for the whole world to get rid
of it.
(BS, 16.06.14)
Sustainable Development and India
The Sustainable Development Goals
(SDGs), meant to succeed the UN
Millennium Development Goals which are
set to conclude in 2015 include 17 goals
in the Zero draft including promoting
healthy lives, biodiversity, ending poverty,
reducing
inequality,
promoting
sustainable energy, tackling climate
change and making cities and human
settlements inclusive, safe and
sustainable.
In this context, Dr. Jeffrey Sachs, a
Noted Economist and Professor at
Columbia University, pointed out that
India faces the challenge of achieving
gender equality, urban sustainability and
improving public health while it builds
its infrastructure for its fast growing
urban population.
(TH, 08.07.14)

AIDS to be
Wiped Out by
2030

A

report released by the

Joint United Nations
Programme on HIV and AIDS
(UNAIDS) ahead of the 20 th
International Aids Conference
held on July 20-25, 2014 stated
that global AIDS related deaths
and new HIV infections have
fallen by over a third in a
decade, raising hopes of beating
the killer disease by 2030.

www.toonpool.com

Mediation Gaining Momentum
Indian generics and multinational
pharma companies are increasingly
resorting to mediation to resolve patent
fights. Companies like Cipla and Roche,
Merck and Glenmark have decided to
resort to mediation to settle their
differences.
Patent mediation is new to India, after
hundreds of IP litigations after the
reintroduction of product patent regime
for drugs in 2005. With MNCs and
domestic companies now collaborating
on a variety of fronts, the litigation is
bound to come down.
Some of the give and take terms in
mediation could include royalties and
maintaining product prices at mutually
agreeable level among others. But
patients could be on the losing side if
these disputes are going to be settled
privately.
(Livemint, 30.07.14)

admitting violations by its suppliers in
November 2012. While initially
dismissing the reports by CLW, Samsung
said it conducted a probe which appeared
to confirm the accusation.
In its annual review of conditions at
its manufacturing centres, Samsung had
found no evidence of underage workers
or child labourers in its global supply
chain. The current allegations also accuse
the factory of failure of giving workers
government mandated labour contracts
and denial of overtime wages.

Globally 35 million people
were living with the virus in
2013; the major problem,
according to Michel Sidibe,
head of UNAIDS, is that 19
million do not know that they
are HIV positive.
Africa remains the hardest
hit continent in 2013, in terms
of deaths (1.1 million) and new
infections (1.5 million) with
24.7 million people living with
HIV. UNAIDS said the battle
needs to focus squarely on 15
countries which accounted for
three quarters of new
infections, of which nine are in
Africa.
(DNA, 17.07.14)
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Cameron’s Muddle Over Migration
David Cameroon’s policy for
boosting competitiveness to join the
global economic race and pledge to
reduce net migration to the UK has not
achieved the desired effect. The flaw in
this approach is that the focus is on
quantity not quality.
The pledge on net migration is
difficult to uphold, as Britain is bound
by the free movement of labour across
the bloc as part of EU, thereby being
unable to stop migrants coming to UK
from EU.
UK authorities, in their attempt to
limit the overall number of new
arrivals, have made entry for
immigrants beyond the EU harder,
discouraging high skilled individuals
from countries such as China, India and
Korea, resulting in skill shortages in a
country that advocates competitiveness
at all costs.
(FT, 04.07.14)
Open Internet Regime Threatened
Efforts by countries to maintain
political control and increase security
will lead to blocking, filtering,
segmentation and Balkanisation of the

internet, states a report by Pew
Research Centre, canvassing the views
of 1,400 internet experts.
The fears have been stirred up over
recent revelations of widespread
internet surveillance by the US, and
growing internet censorship in
countries like Egypt, Turkey and
Pakistan by trying to control
information that they find threatening.
Other external pressures include
attempts by network operators and
media companies to squeeze more
money out of the internet.
An underlying streak of optimism
though, still exists where many believe
that technological advances will
counteract restrictive government and
commercial forces and ensure that the
internet a decade from now will retain
many current benefits.
(FT, 04.07.14)
Novartis Lawsuit against Zydus
Cadila Healthcare Ltd (Zydus Cadila)
is facing lawsuits in various US courts,
including one filed by global pharma
major Novartis for infringement of
patents relating to a drug that treats
Alzheimer’s and Parkinson’s disease.

China to Build Own Operating System

A

www.4.bp.blogspot.com

fter computer technology became an area of tension between China and the
US, owing to a number of run-ins over cyber security, China plans to have a
new home-grown operating system to take on imported rivals such as Microsoft,
Google and Apple.
The operating system would first appear on desktop devices and later extend
to smartphone and other mobile devices, Xinhua news agency said. China banned
government use of Windows 8 and also said that Google had too much control
over China’s smartphone industry.

Mutual suspicions escalated following revelations by Edward Snowden that
US intelligence planted “backdoor” surveillance tools on US made hardware. The
US espionage department, meanwhile, indicted five Chinese military officials on
counts of extensive industrial espionage.
(Livemint, 25.08.14)
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A similar suit has been filed by
Roxane Laboratories Inc against Zydus
Cadila for infringement of patent for a
drug used to treat patients with end
stage renal failure. Novartis alleged
that the Abbreviated New Drug
Application (ANDA) filed by Zydus
Cadila for Exelon Patch, which is used
for the treatment of mild to moderate
dementia of the Alzheimer ’s and
Parkinson’s disease, infringed two of
its US patents.
(BS, 10.09.14)
France to Push for ICANN Overhaul
Internet Corporation for Assigned
Names and Numbers (ICANN’s) decision
to launch two new domain names .vin
and .wine which critics say could
undermine international agreements
on geographical indicators that restrict
the use of area specific labels, has
invited a scathing attack by France
about the credibility of ICANN and a
need to reform its structure under
international law.
France has called its decision
making totally opaque and said that this
could prejudice the US-EU trade talks
on transatlantic partnership. Although
the US has agreed to give up its ultimate
control of ICANN exercised through the
commerce department, France wants it
overseen by a general assembly of
stakeholders that would include
government representation on a “one
country, one vote” basis. (FT, 23.06.14)
Human Rights in Azerbaijan
After the freezing the bank accounts
of NGOs and jailing three of the
country’s most prominent human rights
activists in Azerbaijan, the Extractive
Industries Transparency Initiative
(EITI), a voluntary grouping of
resources companies, governments
and NGOs designed to fight corruption
has sent a delegation to Baku and may
consider suspending Azerbaijan’s
membership.
The EITI’s response is likely to be
seen as a test of its effectiveness in
addressing human rights issues. The
EITI relies on a network of NGOs in
member countries, but according to
Human Rights Watch, more than half
of them have seen their funding limited
as the Azerbaijan government has
frozen their bank accounts or refused
to register their grants.
(FT, 23.09.14)
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Article

A Food System for the Future
Paul Polman* and Marc Van Ameringen**

The world cannot afford to talk about hunger
without addressing climate change, food
production without sustainability or growth
without good nutrition
The Hindu

W

ith the world’s population
predicted to reach 9 billion by
2050, we collectively face a dual
challenge: ensuring that everyone will
have access to affordable, nutritious
food without decimating the earth’s
natural resources in the process. This
is easier said than done.
Our current food system is
dysfunctional both in its impact on
people and the planet. Unless we
change course, we will fail to meet this
challenge. Today, millions do not have
enough to eat and billions lack the right
nutrients to be healthy.
The United Nation’s food
organisations have just published their
annual report on global food
insecurity, which highlights that despite
some evidence of progress, 805 million
people, or 1 in 9 people, still suffer from
hunger.
Poor diets stunt the growth of 162
million children every year, 97 per cent
of them in the developing world,
trapping communities in a cycle of
poverty
and
ill-health.
The
consequences for those affected can be
devastating. Malnourished children
tend to start school later, have poorer
levels of concentration and lower
scores in cognitive ability tests. Many
carry these burdens through into later
life.
Damaging food system
According to WHO, a staggering 2
billion people are affected by iron
deficiency which contributes to

anaemia. More than 250 million
children suffer from V itamin A
deficiency which is a major public
health challenge in more than half the
countries on the planet. Half of these
children die within 12 months of going
blind.
Meanwhile, 1.3 billion of us are
classified as overweight or obese,
fuelled by a food system that is
damaging not just our bodies but the
environment too. If trends towards
western diets continue, the impact of
food production alone will reach, if not
exceed, the global targets for total
greenhouse gases.
Our current agricultural production
system is inefficient. Climate change is
already making people hungry, by
disrupting crop yields, pushing prices
up and increasing food insecurity for
large numbers of the world’s
population. And it is not just food but
nutrients that are becoming scarcer as
the climate changes.
A study led by the Harvard School
of Public Health found that rising levels
of CO are stripping staple foods of vital
nutrients. If these climate and socioeconomic trends continue, the number
of undernourished children in Africa
alone is expected to rise tenfold by 2050.
It is against this backdrop that
world leaders came together at the
Climate Summit in New York to secure
buy-in for a global climate deal next
year. Governments meeting at the UN
General Assembly now will review
proposals for the post-2015

development goals that aim to
eliminate poverty and hunger for good.
If we fail to act, we risk a downward
spiral in which poverty and climate
impacts reinforce each other. It is the
poorest communities that will suffer
the worst effects of climate change,
including increased hunger and
malnutrition as crop production and
livelihoods are threatened. And poverty
is a driver of climate change, as
desperate communities resort to
unsustainable use of resources to meet
current needs.
Targets and a vision
This means supporting the world’s
smallholder farmers so that they are
able to grow, sell and eat more
nutritious foods; it means converting
degraded lands into productive farms,
and fortifying staple foods with
essential nutrients like iron and zinc.
It also means scaling up existing
sustainable interventions that we know
already work extremely well like
breastfeeding for infants.
All of this can play a role in reducing
malnutrition. All of this will rely on
ambition, innovation and leadership.
We cannot afford to talk about hunger
without addressing climate change,
food production without sustainability
or growth without good nutrition.
A healthier, more sustainable future
is possible. But, the sustainability, food
and health nexus must be dealt with
together if we are going to fix the global
food system.

* Chairman of the World Business Council for Sustainable Development
** Executive Director of the Global Alliance for Improved Nutrition
Excerpts from an article appeared in The Hindu on September 29, 2014
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Publications

Public Procurement
Need for a National Policy in India

T

here is a concern that the Public Procurement Bill of India must accommodate
other objectives other than primary one of obtaining best value for money
by promoting competition and probity. Therefore, there is a need to enunciate a
policy to articulate how, without compromising its stated main objective; it can
also integrate some subsidiary objectives like stimulating national
manufacturing or the greater use of environmentally sustainable products and
services, dovetail with other closely linked macro-economic policies and
harmonisation with state level procurement policy.
http://www.cuts-citee.org/NPPPI/pdf/Public_ProcurementNeed_for_a_National_Policy_in_India.pdf

BRICS-TERNewsletter

B

RICS Trade & Economics Research Network (BRICS-TERN) was established as a
platform for non-governmental organisations from Brazil, Russia, India, China
and South Africa to assist in furthering South-South cooperation through networkbased policy research and advocacy on contemporary and developmental issues.
In line with networks’ agenda, every quarter BRICS-TERN publishes a four page
newsletter that provides an overview of the most recent BRICS trade and investmentrelated activities and provides information on the research and networking
activities that are being undertaken by BRICS-TERN partners.

We want to hear
from you…

http://cuts-international.org/BRICS-TERN/publications.htm

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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