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The Global South Needs a Multilateral Approach
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he real challenge that the world faces today is to develop modalities of
strengthening international cooperation and build common minimum
commitments.
Hovering between the hope of implementation and the fear of closure on the
one hand, and the alternative choices of Plan A and Plan B on the other, the Doha
Round has definitely lost its sheen, if not the mandate, to strengthen
multilateralism. Complete negotiation and implementation of the Doha Agenda
does not seem to be possible in the near future. But its closure at this juncture
would also be unworthy and undemocratic, as it would force disadvantages on
the countries of the global South. The global South suffers from some of the most
rudimentary development challenges.
The WTO essentially promotes a rule-based multilateral trading system.
However, amidst such critical anomalies associated with the negotiations on the
Doha work programmes, the real challenge that the world faces today is to develop
modalities of strengthening multilateralism. This, in turn, will also help countries
inculcate preparedness for the Doha Agenda.
In a recent address to CUTS International in September, Pascal Lamy, Director
General, WTO, chose not to speak on “the future of the multilateral trading system”,
but preferred to voice his views on “the multilateral trading system of the future”.
He argued that political leadership, pragmatism and the spirit of compromise,
and the spirit of realism, were the three factors that needed urgent attention.
The real task ahead is not to predict the future of the Doha Round, but to
explore modalities which can empower country systems to cooperate
internationally and build common minimum commitments. This is because even
if the Round ends in a fiasco, such compelling issues like duty-free and quota-free
market access for LDCs will continue to remain pertinent.
The onus thus lies in the hands of the developing economies themselves,
which are gradually becoming the new locus of international trade and
development. Some of the geo-strategically positioned congregations in the
developing world that need to take a lead in strengthening multilateralism through
South-South cooperation include Brazil-Russia-India-China-South Africa (BRICS),
the League of Arab States (LAS), and the Economic Cooperation Organisation Trade
Agreement (ECOTA).
The contribution of such multilateral initiatives to the global South can be
seen from the fact that the BRICS countries’ total exports to the developing world
crossed US$1,000bn in 2010, which is around five times what they were in 2001.
Also, a significant step toward strengthening multilateralism can well be
undertaken by the LAS, which comprises 22 countries in West Asia and North
Africa, most of whom are LDCs and dependent on official development assistance
from countries like India, China and Saudi Arabia, among others. The exports
from LDCs to the Gulf Cooperation Council increased several-fold from a mere
US$0.12bn in 2001 to an estimated US$2.6bn in 2009.
Moreover, another congregation with potential to lead such an initiative is
ECOTA whose total exports are estimated to be US$289bn.
It is therefore important to see whether the forthcoming WTO Ministerial at
Geneva can introspect not merely about what is deterring the negotiations, but
necessarily what can enhance global preparedness for negotiations.
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Special Article

Does Redistributing Income Reduce Poverty?
– Jagdish Bhagwati

• The idea that redistribution is the key for
poverty reduction is not borne out by
evidence
• Economic growth pulls the poor into gainful
employment and increases state revenues
Economic Times

• For most developing nations growth is the
principal strategy for inclusive development
• Political sustainability of the growth-first
model requires symbolic and material efforts

M

any on the left are suspicious of
the idea that economic growth
helps to reduce poverty in developing
countries. They argue that growthoriented policies seek to increase gross
national product, not to ameliorate
poverty, and that redistribution is the
key to poverty reduction. These
assertions, however, are not borne out
by the evidence.
Since the 1950’s, developmental
economists have understood that
growth in GNP is not synonymous with
increased welfare. But, even prior to
independence, India’s leaders saw
growth as essential for reducing
poverty and increasing social welfare.
In economic terms, growth was an
instrument, not a target - the means by
which the true targets, like poverty
reduction and the social advancement
of the masses, would be achieved.
A quarter-century ago, I pointed out
the two distinct ways in which
economic growth would have this effect.
First, growth would pull the poor into
gainful employment, thereby helping to
lift them out of poverty. Higher incomes
would enable them to increase their
personal spending on education and
health (as seems to have been
happening in India during its recent
period of accelerated growth).
Second, growth increases state
revenues, which means that the

government can potentially spend more
on health and education for the poor.
Of course, a country does not
necessarily spend more on such items
simply because it has increased
revenue, and, even if it does, the
programs it chooses to fund may not
be effective.
In almost willful ignorance of the
fact that the growth-centered model has
proved itself time and again, skeptics
advocate an alternative ‘redistributive’
developmental model, which they
believe will have a greater impact on
reducing poverty. Critics of the growth
model argue that it is imperative to
redistribute income and wealth as soon
as possible. They claim that the Indian
state of Kerala and the country of
Bangladesh are examples where
redistribution, rather than growth, has
led to better outcomes for the poor than
in the rest of India.

Y

et, as Columbia University
economist Arvind Panagariya’s
recent work shows, Kerala’s social
statistics were better than those in the
rest of the country even before it
instituted its current redistributive
model. Moreover, Kerala has profited
immensely from remittances sent home
by its emigre workers in the Middle East,
a factor unrelated to its redistributive
policy. As for Bangladesh, the United

Nations’ Human Development Index,
admittedly a problematic source, ranks
it below India.

I

n impoverished countries where the
poor exceed the rich by a huge margin,
redistribution would increase the
consumption of the poor only
minimally - by, say, a chapati a day and the increase would not be
sustainable in a context of low income
and high population growth. In short,
for most developing countries, growth
is the principal strategy for inclusive
development - that is, development that
consciously includes the marginal and
poorest members of a society.
But the political sustainability of
the growth-first model requires both
symbolic and material efforts. While
growth does benefit the poor, the rich
often benefit disproportionately. So, to
keep the poor committed to the system
as their economic aspirations are
aroused, the wealthy would be well
advised to indulge less in conspicuous
consumption.
At the same time - and more
importantly - the poor need greater
access to education in order to
increase their economic opportunities
and social mobility.
‘Less excess and more access’ must
become the principle that guides
development policy.

– University Professor of Economics and Law at Columbia University, USA and Senior Fellow in International Economics at the Council on
Foreign Relations; Abridged from an article that appeared in The Economic Times, on October 31, 2011
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Economic Issues
Risks of Lost Decade
The head of the International
Monetary Fund, Christine Lagarde, told
a financial forum in Beijing that
Europe’s debt crisis risks plunging the
global economy into a “lost decade”. It
was up to rich nations to shoulder the
burden of restoring growth and
confidence, she said.
“Our sense is that if we do not act
boldly and if we do not act together, the
economy around the world would run
the risk of downward spiral of
uncertainty, financial instability and
potential collapse of global demand.”
She also said that China needed to
shift its growth model from being
export-led to a more balanced one and
that the country also needed a strong
currency.
(FE, 10.11.11)
China Proposes Maritime Fund
China proposed a maritime
cooperation fund. It said it has no
interest in impeding trade as it
counters moves by the US and the
Philippines to resolve territorial
disputes in the South China Sea.
“China believes that freedom of
navigation has not been a factor in the
South China Sea,” said Assistant Foreign
Minister Liu Zhenmin. The US$472mn
fund would develop a “maritime
cooperation network” with South East
Asian nations.
“With the rapid development of
economies in China and East Asian
countries, the country and region attach
more importance to freedom of

navigation than anybody else,” he added.
He also said China is ready to negotiate
a legally binding code of conduct in the
South China Sea with the 10-member
Association of South East Asian Nations
group, four of which have competing
claims with China.
(ET, 26.11.11)
Tobin Tax Costs
The European Commission (EC)
mooted Tobin tax is designed to
“recover the costs of the recent and
future financial crises” and correct
“undesirable” market behaviour,
particularly high frequency trading.
Yet, according to industry sources,
ultra conservative money market funds
would be hardest hit by a financial
transaction tax, which might also
accelerate the on-going shift from
active to passive investment.
“The EC proposal, as it is, is
extremely difficult for funds. It’s
probably the end for money market
funds because of the frequency of
trading of these vehicles,” said Dan
Waters, Managing Director of the
Investment Company Institute Global,
a trade body.
(FT, 19.12.11)
Germany Wants EU Growth Fund
Germany wants billions of euros
that have not been tapped from
European Union (EU) structural aid
funds to be channelled into a separate
fund for stimulating growth in ailing
member states of the region.
“The German government will
campaign for the creation of such a

fund within the framework of upcoming
negotiations over the EU’s financial
framework for the period 2014-2020,”
a source said.
This would apply however only to
the structural funds that the EU
countries that have been baited out
during the crisis – Greece, Portugal and
Ireland – have not been able to tap.
Berlin wants to resolve the
sovereign debt crisis that has
pummelled the euro zone for two years
with measures that prevent the
European Central Bank having to
intervene more forcefully.
(FE, 30.12.11)

China Not Currency Manipulator: US
The US Treasury shied away from
labelling China a currency manipulator.
But it rapped the country for not moving
quickly enough on exchange rate
reforms.
Some US politicians have argued
that China has gained an unfair
competitive edge in global markets by
keeping its Yuan artificially low to
boost exports. But the administration
prefers to tread softly and use
diplomacy.
“Treasury will closely monitor the
pace of appreciation (of Chinese Yuan)
and press for policy changes that yield
exchange rate flexibility, a level playing
field and a sustained shift to domestic
demand led growth,” the US Treasury
said in its report to the US Congress on
international economic and exchange
rate policies.
(ET, 29.12.11)

G-20 Pushes for Growth, Job Creation

G
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lobal economic powers (G-20 group of countries) reached a
consensus on a series of confidence-building measures to revive the
growth trajectory that will focus on job creation. This includes a voluntary
scrutiny of national fiscal policies under the mutual assistance process.
According to Manmahon Singh, Prime Minister of India, the mutual
assessment process represented the “first time” that the major economies
were willing to undertake a collective commitment to follow practices
“which meet their national objectives, while also being consistent with
promoting global growth”.
At Cannes meeting of G-20 leaders, Singh said that the decision of the
Greek government to reverse its decision on a bailout package has
provided “breathing space”, but does not resolve the structural flaw in
the euro zone – that allows for a monetary union but allows countries
sovereignty over fiscal policy.
“The euro zone has a basic flaw that it does not have a lender of last
resort. If somehow the lender of last resort can be devolved on the central
bank, then it would be a great confidence-building measure,” he said. (Mint, 05.11.11)
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Economic Issues

(FE, 10.12.11)

EU to Tighten Rules
The EC is hoping to inject more
transparency into Europe’s financial
markets by tightening up the rules
governing speculation in the
commodity markets. “The crisis serves
as a grim reminder of how complex and
opaque some financial activities and
products have become,” said the
Commissioner for Internal Market and
Services, Michel Barnier.
Among the proposals is a stricter
regulatory framework for the
commodity derivatives market.
Regulations will be able to ban specific
products, services or practices “in case
of threats to investor protection,
financial stability or the orderly
functioning of markets,” said the
Commission.
On the other hand, Asian investors
seem to be worried about investing in
commodities. According to an expert,
for most Asian investors commodities
are just in the too hard basket and it is
simpler for them to stick to traditional
equity and fixed income investments.
(BL, 21.10.11 & ET, 02.12.11)

World Wealth to Grow
Global wealth could rise 50 percent
to US$345tn over the next five years. It
will be spurred by a near doubling of
total household wealth in China and
strong growth in Asia-Pacific, Latin
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America and Africa, a Credit Suisse
report said.
“These are times of unprecedented
economic change and a radical
reconfiguration of the world’s economic
order is taking shape,” said Osama
Abbasi, Chief Executive Officer for AsiaPacific at Credit Suisse.
It is interesting to note that India
may be home to a large number of poor,
but the average wealth of an Indian has
nearly tripled in the last 10 years to
US$5,500, making the country the sixth
largest contributor to overall global
(FE, 20.10.11)
wealth.
US Economy Poised for Growth
The US economy is poised for growth
but risks are abound. Nomura Global
Economics lifted its target from 3.7
percent to 3.9 percent, which, if
achieved, would match the fastest
quarterly growth of the recovery.
This pace of growth is much
stronger than economists were
expecting a few month ago, when
Europe’s sovereign debt problems
started getting worse. A Wall Street
Journal survey of economists in October
showed they expected growth of just two
percent in the fourth quarter.
The US employment report is also
hinting at improvement. While nonfarm payrolls jumped 80,000 in
October, the jobless rate dropped to a
six-month low of nine percent showing
signs of strengthening labour markets.
(Mint, 14.12.11 & ET, 05.11.11)

Middle Income Trap in Asia: ADB
Asian countries will not become
high income economies unless
domestic demand is made a main driver
of growth, said Haruhiko Kuroda,
President of the Asian Development
Bank.
“The biggest challenge is moving
from resource-driven growth dependent
on cheap labour and resources, to
growth based on high productivity and
innovation,” he said.
By 2050, Asia faces two growth
scenarios, Kuroda said. One in which
it accounts for about half of global
gross domestic product with per capita
income rising to the current level of
Europe. And another in which Asia’s per
capita income remains at barely half
of its potential.
(FE, 18.10.11)

Global Output
Picture Worsens

T

he fortunes of the world’s
manufacturers
diverged
recently as factories in the US
churned out goods at a decent pace
while those in China and Europe
grappled with deteriorating
conditions. The global picture is
worsening slightly for the
manufacturers as the euro zone
crisis seeps from financial markets
into the real economy.
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Corporate America Rethinks on China
Chinese imports into the US have
ballooned the US-Sino trade deficit to
US$273bn, four times that with any
other country. It has stirred anti-China
sentiment, a labour union backlash and
legislation in the US Congress.
Now American business, lured a
decade ago by the promise of a fastgrowing Chinese middle class, is
starting to shift gears and rethink what
the China dream can deliver. The
reconsideration is taking place while
the US struggles with an economic
slump that has brought high
employment and doubts about the
country’s long-term fiscal health.
It is also taking place in an election
year. Even Mitt Romney, with the
strongest corporate credentials of all
the Republican candidates, has made
a point of criticising China.

Markit’s global purchasing
managers’ index survey fell slightly
from 49.9 in October to 49.6 in
November. These numbers indicate
broadly stagnant activity. In
contrast, the index fell to about 35
at the nadir of the downturn.
“The US does seem to be showing
some signs of life again but the rest
of the world is falling deeper into
potentially another downturn,” said
Chris Williamson, an economist at
Markit.
Similarly, the United Nations
World Economic Situation and
Prospects 2012 report has cut the
global growth forecast for next year
to 2.6 percent from 2.4 percent in
2010. It has called 2012 a “makeor-break” year for the global
economy, which will face a “muddlethrough” scenario and continue to
grow at a slow pace.
(FT, 02.12.11 & FE, 03.12.11)
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Economic Issues – In Feature

The Theatre of the Euro Crisis
– Saumitra Chaudhuri

B

A problem of local creation requires a local
solution – not a global one
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loviation is a style and term
invented in Ohio, US, made wellknown by its usage as political speech
by President Warren G Harding and
formally recognised as a uniquely
empty form of expression by the great
journalist and critic H L Mencken. It is
ironic that this term bloviate, with its
common Yankee origin, is the
appropriate one to describe the
proceedings at Europe’s numerous
summits on their crisis of debt.
Europe’s leaders apparently found
a solution to resolve their crisis. It
comprised of:
• forcing banks to accept a haircut of
up to 50 percent on Greek debt,
• enlarging the European Financial
Stability Facility (EFSF),
• requiring European banks to find
more capital against their losses on
Greek debt, and
• making a phone call to China’s
President Hu Jintao. The euphoria
lasted all of a day-and-a-half.
How a decision taken at a summit
of heads of state/government that
banks will write off 50 percent of Greek
debt can be said to be ‘voluntary’
boggles the mind. All defaults lead to
loan work-outs and the easier end of it,
is deferment (restructuring), the harder
part of it, is partial write-offs. So, it
would be correct to conclude that all
of what happened recently was a postdefault loan work-out.
Insisting that it is not a default only
undermines the credibility of the
arrangement and leads to the kind of
avoidable jitters that were created
when part of the non-European
financial world used the ‘d’ term,
default, to describe what happened.
Rather reminiscent of the power
wielded by Europe’s heroes of myth over
dragons, their true name.
The EFSF is now supposed to insure
up to 20 percent of losses that may arise
from banks purchase of other sovereigns
bonds, perhaps of Italy, Spain and

Portugal, though that is not clear. Next,
European banks will need to raise more
capital for the losses they have taken
and will have to continue to take.

C

hina must take its high seat in the
‘save-the-world’ elite club. Europe
needs to be saved and that is going to
cost money and for that pressing need
of realpolitik, the normal requirements
of fine breeding and decorum may be
dispensed with. Perhaps the status of
“market economy” can be granted, like
a latter day noble genealogy, may be
more votes at the IMF.
In China, there are apparently two
views. One, the minority one reflecting
the interests of the exporters of
consumer goods is thus. Second, is the
majority view, that it is Europe that must
in essence save itself, which it is not
doing by refusing to accept the facts.
The fact is that the European
Monetary Union was not a good idea. It
sprang forth whole from the minds of
grand theorists of the European dream,
one uncontaminated by petty national
identities, befitting of the high minds

that guide the helm of European
decision-making, Olympian, in its
majesty and in its self-esteem.

G

reek banks would have remained
whole and functional, which they are
not today, bankrupted by their holdings
of the eurobonds of their own sovereign.
The Greek economy would have suffered
from compressive effects of the large
depreciation, but that they are anyway
suffering. At least they would have a
functional banking system left.
But such a decision would have
forced Europe’s leaders to face the facts
and adapt, which they choose not to
do. Surely, not just China but the rest of
the world will be sought to be drafted
into the ‘save-the-world-by-savingEurope’ platform at the G20 summit.
It was absurd making Slovakia with
a per-capita GDP of US$16,000 bail out
Greece with a per-capita GDP of
US$27,000. It is preposterous to expect
that China with a per-capita GDP of
US$5,000 or India with one of US$1,500
should bail out Greece and its even
richer peers.

– Member, Planning Commission of India; Abridged from an article appeared in The Economic Times on October 31, 2011
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Trade Winds

Russia Secures WTO Membership
Russia has finally joined the WTO
at a ceremony in Switzerland, after 18
years negotiating its membership. No
other country has had to bargain so
long before being granted entry. China
was the previous record holder with 15
years of negotiations for membership.
Describing the accession as a winwin for the WTO and Russia, Lamy said
it “accords the quality WTO label” on
Russia and with the membership the
trade body “will cover 97 percent of
world trade.”
Earlier, President Dmitry Medvedev
in his message to a WTO ministerial
meeting that formally approved
Russia’s Membership, said, “This result
of long and complex talks is good both
for Russia and for our future partners.”
(AFP, 17.12.11 & FT, 18.11.11)

Protectionism on Increase?
The head of the WTO urged
governments to restrain from resorting
to protectionist measures as the global
slowdown hits trade. WTO economists
ratcheted down their forecast for
growth in global merchandise exports
to 5.8 percent in 2011, from an estimate
of 6.5 percent in April 2011.
Further, the EU in a report has
deplored the lack of progress in the

6

MFN Status for India Soon

T

aking the first step towards granting the most favoured nation (MFN) status to
India, Pakistan has agreed to allow import of all items, barring a few hundred
on the negative list that will be ready by February 2012. This list, too, will be
phased out by the end of 2011, resulting in grant of MFN status.

www.maati.tv

No Progress on Doha Round
The WTO closed its biennial
ministerial conference with its
chairman citing an improved
atmosphere in the 153-member club but
no concrete moves forward on the Doha
Round of world trade talks.
Although, Nigeria’s trade minister
Olusegun
Olutoyin
Aganga
acknowledged in a “chairman’s
statement” that the negotiations were
stuck, with “significantly different
perspectives on the possible results
that members can achieve in certain
areas”, a little was expected from the
meeting on Doha, a deadlocked
negotiation that has caused a crisis of
confidence in the global trade body.
Nonetheless, there were some
successes in the meeting: Russia,
Samoa, Vanuatu and Montenegro were
brought into the group and a lastminute deal to seal a landmark reform
of government procurement rules was
agreed.
(FE, 19.12.11)

Pradeep S Mehta, Secretary General, CUTS, opined that it is pertinent that
bilateral relations should be strengthened to reach the true potential. Citing a
range of data and factual situation from the ongoing study by CUTS in partnership
with Sustainable Development Policy Institute, Pakistan and others in Nepal, Sri
Lanka and Bangladesh, he said that trade between India and Pakistan has the
highest growth prospect.
Further, on the regional level, the granting archrival India the status of “MFN”
is seen as a major confidence-building measure towards normalising fraught
ties, but is also being viewed as the latest building block in the rapid transformation
of South Asia’s political economy.
(FT, 16.11.11; Dawn, 19.12.1 & Livemint, 09.11.11)
reduction of trade barriers within the
G20 countries at a time when they have
“a particular responsibility for
maintaining trade openness” with their
increasing economic weight.
Overall, increasing protectionism
seems to be cause of concern for the
world trade and countries will have to
think in positive direction in these
crucial times.
(FT, 29.11.11; ET, 21.12.11 & BL, 21.10.11)

Pace of China Trade Reform Attacked
While Beijing celebrated 10 years
in the WTO, China is facing growing
criticism from trade partners and
investors who say progress is stalled. The
latest is that Chinese audit firms could
be barred from vetting the accounts of
US-listed companies because of a
regulatory standoff that has the potential
to cause a significant trade dispute.
James Doty, Chairman of the Public
Company Accounting Oversight Board,
said the US would eventually have to
act if China continued to prevent his
staff from checking the work of Chinese
audit firms.
The looming trade discontentment
between the two nations is reflected by
statement by Michael Punke, the US

Ambassador to the WTO, “Increasingly,
trade frictions with China can be traced
to China’s pursuit of industrial policies
that rely on trade-distorting government
actions to promote or protect China’s
state-owned enterprises and domestic
industries.”
(BL, 20.10.11; FE, 08.11.11 & FT 12.12.11)

India to Oppose G20 on Flexibility
India will oppose a call by developed
countries to developing nations to give
up the flexibility to impose export
restrictions and increase tariffs at the
G20 summit in Cannes.
India believes such flexibility is
essential to control domestic prices and
is well within the existing framework of
the WTO. Some developed countries
also want developing countries to keep
their tariffs unchanged.
An official in the Indian Commerce
Ministry said, “Our stand is (that) we
need to have the flexibility to increase
the applied tariff rates if the bound tariff
rates are above the applied tariffs. This
is needed to protect our domestic
producers. We cannot abjure these
flexibilities when these are fully
consistent with the WTO principles.”
(Livemint, 03.11.11)
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Trade Winds
India-Bangladesh Trade to Get Fillip
There has been series of
announcements and efforts on behalf
of both countries more so from the bigger
partner India to assuage the trade woes
between two countries. First, India laid
the foundation of Rs 172-crore
integrated check post along the border,
which would boost trade between the
two countries.
Both the countries have signed the
‘Framework Agreement on Cooperation
for Development between India and
Bangladesh’. This is followed by India’s
announcement for duty free access to
46 apparel items from Bangladesh
leading to a big spurt in Bangladesh
garment export to India.
Such steps would help strengthen the
ties between the two countries and
augment trade volumes substantially.
(DC, 24.10.11 & BL, 29.11.11)

India-EU Free Trade Pact
India and EU are at an “intense”
stage of negotiations for reaching the
much-delayed free trade agreement,
hoping that a deal can be struck before
their annual summit in February 2012.
The difficult areas holding the BTIA are
the EU’s demand on India to slash duty

in the automobile sector, high duties on
liquor and wines.
The EU is ready to ease visa rules
for professionals if India agrees to open
up more of its sectors and markets as
part of a proposed free-trade agreement
the two sides hope to sign early 2012.
While all 27 EU member states have
approved liberalised visa norms for
professionals, the Indian government
could also allow entry to legal and
accountancy pros, a Commerce
Department official said adding that
New Delhi is open to lowering duties on
costly spirits and automobiles as well.

maintain a publicly available list of all
employers that relocate call centres.
The Bill proposes to make offshoring
call centre operations “ineligible for
any direct or indirect federal grants or
guaranteed loans for five years”.
In the meanwhile, India’s
Ambassador to the US Nirupama Rao
said that India would work to protect
its business interests in the context of
a proposed US legislation against
outsourcing call centre works to
countries, including India. She said
India would draw up appropriate
strategies after studying the US bill.

(PTI, 31.10.11 & ET, 22.11.11)

(TH, 22.12.11 & 23.12.2011; Livemint
22.12.11)

US Call Centre Bill on Anvil
The US Bill that tries to make
American companies move their call
centre jobs overseas ineligible for
grants or guaranteed loans is clearly a
protectionist move and politically
timed, feels the Indian offshore
industry.
The Bill wants firms to notify the US
Department of Labour four months
ahead of shifting a call centre to a
location outside the US. A violation will
result in a penalty of US$10,000 a day.
The labour department will also

Building Bridges in South Asia

I
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n the recently held South Asian Association for Regional Cooperation (SAARC)
summit themed as ‘Building Bridges”, the leaders agreed to conclude a motor
vehicles agreement and a rail network agreement and complete work on an India
Ocean ferry and cargo service before the next summit in 2012. SAARC declarations
during the past decade have repeatedly asserted that regional economic integration
in South Asia will not become a reality in the absence of a modern transport and
communication network spanning
and serving all member countries.
Experts suggest that India could
benefit greatly by
developing itself as
a key cross-border
transport link for
SAARC nations. Shyam
Saran, former Indian Foreign
Secretary says that one of the
major reasons why regional
connectivity fails to materialise is that each member country, including India,
treats transit through its own territory as political leverage or a bargaining chip to
be used against its neighbour.
Nonetheless, Manmohan Singh, India’s Prime Minister, remains hopeful and
has often spoken about his vision of South Asia where there is free flow of goods,
people and ideas across borders. To make this a reality, it is essential that building
bridges must begin with people who traverse them; else, countries risk building
bridges to nowhere.
(BS, 16.12.11)
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Concepts for Revitalising Economy
There has been increase trend
among various groups of nations to
revitalise economic and security
cooperation especially among Indian
Ocean nations and in Australia and
South Eastern nations.
Taking forward the revitalisation
efforts, India hosted a meeting of the
18-member Indian Ocean Rim
Association for Regional Cooperation
(IOR-ARC) which has the potential to
play an important role in addressing
the increasing challenges facing the
region.
With nearly half the international
container traffic and more than 70
percent of crude and oil products
passing through the region, according
to Indian government data, the
importance of the Indian Ocean as a
trade corridor and energy highway is
undeniable. (TN, 20.11.11 & BL, 09.11.11)
Airline Emissions to Trigger Trade War
Europe’s top court threw out a USled challenge to new charges for carbon
emissions across EU airspace, opening
up fears of a possible trade war which
could also draw in China, India.
North American airlines had
challenged an EU decision to include
as of January 01 all carriers in a carbon
trading system targeting heavy polluting
industries as part of the EU’s efforts
against climate change.
US carriers had argued that the
decision was discriminatory and
amounted to a backdoor tax. India also
is considering taking multi-pronged
retaliatory measures against the EU over
the issue. (BL, 21.12.11; 23.11.11 & 08.12.11)
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Trade Winds – In Feature

Restoring WTO’s Credibility
– Grant Aldonas

T

Telling Moments in Cancun
In Cancun, two moments were
particularly telling. The first was the
rejection of the US and EU proposal on
agriculture as a starting point for
negotiations in Cancun. Rather than
thinking of it as the opening bid, Brazil
organised the Group of 20, with help
from India and a number of NGOs, to
reject the offer out of hand. Could the
EU and the US have gone further?
Certainly! That is the way negotiations
work. But, what was their incentive to
do so under the circumstances?
The helps illuminate the second
telling moment in Cancun. It involved
the final bargaining session that led the
Mexican host to end the negotiations.
At issue was whether the EU would even
be allowed to discuss any of the issues
it had originally wanted in the round –
investment, competition, government
procurement and trade facilitation.
In the event, Pascal Lamy dropped
his insistence on investment and
competition in the face of developing

country opposition. He nonetheless
faced continued resistance from
developing country negotiators to
discussions of even minimum
standards of transparency in
government procurement. Lamy
concluded that he couldn’t accept that
result because he knew what he would
face from member states to opening the
EU’s agriculture market if there was
nothing on the table in return.
That is not to say that the United
States or Japan was immune from the
same logic. Quite the opposite! But, on
the other hand, neither were China,
India, Brazil, Malaysia, South Africa, or
the rest of the developing world.

www.nimo-ism.blogspot.com

he multilateral trading system
under the aegis of the World Trade
Organisation is, once again, at a
crossroad. Given that the Doha
Development Round did not reach its
conclusion even after a decade of costly
negotiations makes us think what do
we do to restore the credibility of the
WTO as an institution.
We have to go back to history to find
possible answers to this question. In
2003, two years after the launch of the
Doha Round, the Cancun Ministerial
Conference of the WTO Members saw
the logical end of an idea that had
prevailed since the early 1960s (i.e.,
special and differential treatment) as
a development model in terms of trade.
It reached its apotheosis in the then
European trade commissioner Pascal
Lamy’s statement that the ‘developing
world’ could have a ‘round for free’. That
was also the proximate cause of the
failure in Cancun.

Getting Out of Cul de Sac
At this point, there are only two
roads out of this that restore the WTO’s
credibility. The first is to start the
bargaining over base on return to the
principles that have made the system
work, including the need for reciprocity
on all sides so that everyone has skin
in the game.
That approach has the advantage of
60 years of success behind it. It also
takes full advantage of the real power
of trade, which depends on imports as
well as exports, something that
advocates for further preferences
always fail to acknowledge. Additional
preferences can’t work in development
terms because they negate the
opportunities for specialisation that

two-way trade liberalisation would
otherwise create.
The alternative is to bargain directly
for development, which would involve
something far more serious than
conventional trade negotiations. It
would involve bargaining for
institutional changes in much of the
developing world that would actually
improve the prospects for development.
That includes, most importantly,
pushing the state out of the economy
and expanding the freedom that
individuals have to create their own
economic future in the marketplace. It
requires both strong institutions (i.e.
property rights, enforceability of
contracts, rule of law, transparency,
etc.) and lowering transaction costs.
Both aspects shift the role of
government from one of predation on
the private sector locally to that of
providing the institutional framework
that enables individuals to organise
their own economic activities on a
profitable and competitive basis.
Unfortunately, this idea is too
radical given the intellectual
environment in which development is
discussed.
Seen in that light, a better option,
under the circumstances, is to make the
effort to create the ‘development
agreements’ discussed above on a
bilateral or regional basis, prove that
they can work not only to expand trade,
but encourage development, and then
bring that model into the WTO.
One could reinforce the WTO
institutionally by imposing greater
discipline on the negotiation of
bilateral free trade agreements.
In short, we should be bargaining
for development. But, we won’t make
progress as long as we continue to
maintain that development is
synonymous with preferences and
ignore the real power that trade holds
to alter a country’s economic
circumstance in powerful and positive
ways.

– Senior Adviser, Centre for Strategic and International Studies, Washington, DC, USA
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Mixed Bag
US Threatens EU with Sanctions
The US rejected EU’s
claims that Brussels has
complied with a
WTO
ruling
against subsidies
to Airbus and
threatened to request permission to
impose a potential US$7bn to US$10bn
in trade sanctions. The sanctions, if
authorised by the WTO, would be by far
the largest in the organisation’s history.
The move marks a low point in the
world’s biggest trade dispute, largely
centered on European aid for the Airbus
A350 aircraft. But an end to the battle
over aircraft subsides could be some
time away and a negotiated settlement
may still be most likely outcome.
US Trade Representative Ron Kirk
said, “The WTO clearly found that every
single grant of launch aid to Airbus, for
every single aircraft that company
produced, was a WTO-inconsistent
subsidy that caused unfair adverse
effects to US industry and jobs.”
(FT, 12.12.11)

Pharma to Gain from US Patent Expires
Latest in
the drying
pipelines of
drugs so far
as patents are
concerned,
Lipitor-like
exclusivity awaits Indian drug
companies as 46 patents expire in
2012-15. Indian companies have
benefited from a strategy of patent
litigation and subsequent claims to a
limited period of exclusive marketing
rights.
With most of the patent expiries
expected to happen by 2015 in the US,
the opportunity remains tremendous,
provided US law makers do not clear a
proposed rule to speed entry of low cost
versions of off patent medicines into
that markets by doing away with the
current system of marketing exclusivity.
On the other hand, Indian pharma
companies, especially smaller ones,
can look forward to a cheaper patentfiling and litigation process in the US.
(BS, 06.12.11 & BL, 14.10.11)

WTO against US Dubbing Exports
India has moved the WTO over a
recent US decision to categorise 50-odd
export promotion schemes as
subsidies. American’s move is termed
as “absurd”, by Indian government
sources, for it has dubbed every export

scheme as subsidy. Officials say the
problem lies with the US government’s
“extremely broad” definition of CVD.
It includes all export incentives
given by the central or any state
governments under any scheme, the
Special Economic Zones Act and any rule
on procurement from public sector units
or loans from public sector banks. Such
a move could have a “devastating
impact” on the Indian trade with the US.
(BS, 02.12.11 & Livemint, 13.10.11)
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China to Attack on Fake Goods
China has promised another wave
of tough measures
against counterfeiters
as it defends itself
against constant
criticism of its
record in the
protection
of
intellectual
property rights (IPRs).
It is the first policy announcement
since Beijing set up a permanent
mechanism to deal with IPR issues last
month, including a “leadership group”,
which is effectively a collection of
politicians operating outside the
cabinet with responsibility for dealing
with infringements.
Notwithstanding the above, it is
alleged that entrepreneurs biggest rival
in China is the State itself. After more
than a decade in which private
companies have been the prime engine
of China’s economic miracle, the
Chinese government is eager to control
more of that wealth — even if that means
running roughshod over private
companies.
(FT, 14.12.11 & FE, 08.12.11)

Trends in Visa Rules
Relatively underpaid Europeans
might soon find themselves eligible to
work in India. The euro-zone crisis has
prompted India to lower the
remuneration threshold for foreigners
seeking work here. Besides offering new
avenues for debtridden economies
such as Spain, Italy,
Greece, the revised
employment visa
rule will ease
expatriate hiring by
companies
in
manufacturing and
infrastructure.
On a related note, there seem to be
fewer takers in India for one of the most
sought-after visas for techies to work
in the US — the H-1B visa. Even after
Washington opened the counter for the
visa, only 50,800 applications have
been made against the annual quota of
65,000.
This is clearly a reversal trend in
visa demand and it would be interesting
to see if such reversal would be able to
bring in positive developments such as
increased technology transfer and
other related issues.
(FE, 10.11.11 & BL, 07.11.11)

New Members of WTO Appellate Body
The WTO Dispute Settlement Body
(DSB) appointed two new members to
the seven-member Appellate Body: Ujal
Singh Bhatia of India and Thomas R.
Graham of the US, for four years
commencing on December 11, 2011.
The appointments were made
according to the Dispute Settlement
Understanding
(DSU)
which
stipulates that the
Appellate Body
shall “comprise
persons
of
recognised
authority,
with
demonstrated expertise in law,
international trade and the subject
matter of the WTO agreements
generally.”
The appointments were made by the
DSB on the basis of the Selection
Committee’s recommendation and
following consultations with WTO
Members.
(WTO News, 18.11.11)
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Environment & Economics
Running Out of Time
Durban climate conference will be
a crucial moment for advancing the
international fight against climate
change. The time for playing a wait and
see game is over. There are plenty of
indications for this. Recent floods and
droughts in different parts of the world
are just some of the reminders that
climate change is worsening.
This view gets further strength from
the International Energy Agency World
Energy Outlook report which clearly
indicates that time is running out, and
every delay in taking appropriate
action will increase the bill many times
if nations do not act now.
From the emerging facts, one could
get the impression that there is only
one way of success: getting developed
countries to sign up to a second
commitment period of the Kyoto Protocol
to follow the first which ends in 2012.
(ToI, 28.11.11)

US Joins India-China on Emissions
The world looks divided on the
issue of binding targets to reduce
emissions. While the EU has proposed
binding targets under a new treaty by
2015 for both developed and
developing countries, various other
countries are against this.
This difference of opinion was
observed at the ministerial level
consultation at Cape Town just before
the commencement of the formal UN
talks on climate change commence in
November. This led to formation of a
unique alliance of countries both
developed (the US), and developing
countries (India, China, Brazil,
Indonesia, UAE and South Korea).
However, many took this EU move
as an eyewash and said EU just want to
make a political statement and is not
interested in emission cuts required by
it to keep climate change under control.
(ToI, 26.10.11)

Carbon Emissions: China Unveils Cuts
Setting an example for other
countries on carbon emissions, China,
just before the climate change talks
began in Durban, released its most
comprehensive document showing its
achievements in reducing carbon
emissions. The document, termed white
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paper, also contains China’s plans and
negotiating positions on emissions.
Although much of the information
contained in the white paper are known
even before its release, but it is the first
time it has been presented
comprehensively showing China’s
intention to make its accomplishments
and strategy better known before
talks.
The report also gives a nod to nongovernmental organisations. This also
shows seriousness of developing
countries in taking action on carbon
emissions. The issue needs to be taken
in similar seriousness by developed
(ToI, 23.11.11)
countries.
‘Over the Top’ Green Policy
Efforts by the UK government to load
extra costs on to heavy industry in a
move to achieve “the greenest
government ever ” risks reduced
investments and also new projects. This
came out clearly, when the head of the
European division of Tata Steel of India
cautioned the government such
decisions could risk a planned
US$1.85bn investment programme by
the company in Britain.
It is known that the European
division of Tata Steel, formerly Corus,

is one of the UK’s largest manufacturers,
and employs 20,000 people.
The UK government initiative is
based on the steel industry being the
biggest producers of carbon dioxide
implicated in climate change. The UK
government has plans to increase the
financial penalties for companies
whose operations created large
quantities of CO2.
(FE, 18.10.11)
Indian Firms Lag in Climate Action
Indian companies are lagging
behind other Brazil, Russia, India, China
and South Africa (BRICS) countries in
disclosure of carbon emission details.
This is revealed by survey conducted
by the UK-based non-profit
Environmental
Investment
Organisation. According to the survey
only seven percent of Indian firms give
out complete and verified data about
their carbon emissions.
The EIO report covers 300 largest
companies in the five emerging BRICS
countries. It ranks them on their carbon
intensity and the amount of emissions
information declared. Among the other
BRICS countries, companies in Brazil
and South Africa are more forthcoming
in making their emission details public
than in India.
(BS, 04.11.11)

Green Climate Fund

A

greement on creation of a Green Climate Fund (GCF) is one of the most important
outcomes for the developing countries at Durban Climate Conference, even
though the mechanism for
creating the fund is yet to
be finalised.
Differences, however,
continue on whether the
fund
should
be
accountable and function
under the guidance of
Conference of Parties or
the UN General Assembly.
While South Africa and
group of countries are in
favour of the former the
US favours the latter as
the reporting authority of
Paresh Cartoons
the fund.
A 40 member Transitional Committee presented its recommendations in a
draft document were presented at Durban. Though the design does not appear to
be a perfect one (as indicated by many countries), it presents middle path, and
might lead to launch of GCF at Durban.
(ET, 08.12.11)
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Environment & Economics
Redefining Rich and Poor
There was a move to redefine rich
and poor at the Durban climate
conference. This is reflected by the
western countries opinion that growing
economies should also accept legally
binding curbs on greenhouse gases as
part of the second Kyoto Protocol.
Besides the EU’s proposal calling for
a timetable for everyone to make these
commitments by 2015, Norway and
Australia have also set out a six-page
proposal for all governments to adopt
a phased process of scaling down
emissions.
With the Kyoto Protocol being the
cornerstone of the climate change
regime, and a second commitment
period being the central priority; the
move can lead to a very difficult
situation for developing countries and
also for the climate change
negotiations.
(ET, 26.11.11)
Renewables Energy Tops Fossil Fuels
A new global trend in energy sector
is being observed. Renewable energy is
surpassing fossil fuels for the first time
in new power-plant investments. This
new development is expected to
compensate for the setbacks from the
financial crisis and the impasse at the
UN global warming talks.
According to calculations by
Bloomberg New Energy Finance based
on the latest data, there is a clear
indication that investments in
electricity generation from the wind,
sun, waves and biomass increased in
2010.
Renewable energy drew US$187bn
in the period compared to an

investment of US$157bn in nonrenewable energy sources consisting of
oil and coal. This coupled with lower
equipment prices tends to make clean
energy more competitive with coal.
(Bloomberg, 25.11.11)

US-China-India Top CO2 Emitters
The year 2010 was the year of
highest jump in carbon emissions from
burning fossil fuels. Countries with
biggest contribution in increased
emissions are China (with a spike of
212 million metric tonnes compared to
2009), US (with a spike of 59 million
metric tonnes compared to 2009), and
India (with a spike of 48 million metric
tonnes).
In all the three countries, large
jumps in carbon emissions from
burning coal and gas were visible. The
magnitude of increase is unprecedented
as the world has never seen such
increase in the last over 260 years.
At the aggregate level, there was a
512 million metric tonne increase in
emissions; a near 6 percent rise, with
total emissions increasing from 8.6
billion metric tonnes to 9.1 billion
between 2009 and 2010. (BL, 05.11.11)
Australia to Pay Carbon Tax
Countries are taking initiatives to
reduce carbon emissions. Recently,
Australia became one of the first
advanced economies outside Europe to
charge companies for their greenhouse
gas emissions. This became clear after
Australia’s Senate approved legislation
for a carbon tax.
Australia has one of the world’s
highest per capita rates of carbon

emissions, due to its reliance on coal
for generating energy.
Under the legislation, around 500
of Australia’s biggest polluters will pay
US$23.7 per tonne of carbon they
generate from July 2012.
The price will increase by some 2.5
percent each year until 2015, by when
it will be set by the market under an
emissions trading, or cap-and-trade
scheme, similar to the one the EU has
had since 2005.
(FT, 09.11.11)
JPMorgan Cutting Carbon Jobs
The continuing slump in shares and
carbon emission permits coinciding
with a deadlock in international
climate talks is forcing many
investment banks to cut jobs. JPMorgan
is one of these.
In a move to recover from trading
losses and a clampdown on investing
their own money, banks are clipping
resources from emissions-related
businesses. This is reflected by the fact
that EU countries, which run the biggest
carbon market, are facing pressure to
rein in budget deficits.
The slump has also resulted in a six
percent slide in membership of the
International Emissions Trading
Association, the main carbon-market
trade group.
About 10 institutions have
withdrawn from the Geneva-based
trade group in 2011, cutting
membership to about 150 companies.
The job cuts are also caused by failures
of UN talks to extend Kyoto Protocol
greenhouse-gas curbs beyond their
expiration in 2012.
(FE, 03.12.11)

EU’s Emissions Plan Opposed

T

(FT, 04.10.11)
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here is a global trade war brewing up in the European airspace
over the controversial EU plan to make carriers pay for their
pollution. The EU plans to bring airlines within carbon emissions
trading scheme from January 2012.
Under the scheme, airlines will have to surrender permits, each
equal to one tonne of carbon dioxide, to cover their annual
emissions. A portion of the permits will be allocated to airlines
for free, but heavy polluters will have to buy additional ones.
Airlines will have to pay a bill of at least US$26bn to comply
with the EU scheme during the next decade. The initiative puts the
EU at risk of retaliatory actions by other countries.

11

Environment & Economics – In Feature

Why Firms Go Green

I

S

ome of the examples of increased spending on sustainability include improved
energy efficiency and waste management. With oil prices so high, companies
that adopted ambitious emissions-reduction targets around the time of.
Companies like Walmart, which adopted energy-efficiency targets in 2005, claims
to be saving over US$200m a year on transport fuel alone. Tesco aims to be
carbon-neutral by 2050 and claims to be saving US$239m a year. According to the
Carbon Disclosure Project (CDP), a watchdog that collects information on the
emissions of over 500 large companies, 59 percent of emissions-reducing
investments made so far – mostly in energy efficiency or renewable energy – will
pay for themselves within three years.
There are also some other incentives. The falling price of renewable energy is
starting to offer firms another way to cut costs. A big advantage of solar and wind
energy is that it can be distributed, and electricity can be generated by putting a
panel or a turbine on a factory roof. Such product features make it attractive to
mining companies, which operate in inconvenient places where they cannot easily
plug into a national grid. Some of the companies investing in this area are BHP
Billiton and Rio Tinto. This is expected to provide a defence against future
emissions regulations or perhaps help it grab green subsidies.

The Economist

nterest for green businesses is on the rise ever since the failure of
the governments to put a price on carbon, but especially after the
2009 UN climate summit in Copenhagen. Also, the period preceding
the conference witnessed many countries going green. The trend is
expected to continue in future also mainly because of lack of
progress at the climate conference.
A survey by a global consulting firm revealed a low expectation
from the Durban climate conference. Though nearly 83 percent of top
executives said they wanted to see a legally binding multilateral deal
struck to update the ailing Kyoto protocol and help to put a price on
carbon emissions, only 18 percent expect this to happen.
The survey also revealed that about 44 percent respondents had
increased company’s spending on sustainability since the 2008
financial crisis. Another 44 percent said the spending has remained
the same. This is consistent with a discernible trend. Many companies have found
that, even with little carbon regulation, some sorts of green investment make
commercial sense.

Despite governments’
failure to put a price
on carbon, more
businesses see profits
in greenery

I

n addition to the above, a recent survey of CDP’s companies, 68 percent claimed
to have made their global-warming strategy part of their core strategy, up from
48 percent in 2010. According to a survey by PricewaterhouseCoopers, most
bosses believe that resource scarcity is a bigger threat to their medium-term
prospects than climate change more broadly.
The companies making the most noise about resource constraints are, by and
large, the ones already known for their greenery. However, in the process, they
appear to have become seriously convinced about the benefits of being green.
Cutting energy costs is only part of the story. It is also expected that a world of
scarcity will lead to create new opportunities for money-making. This could be
achieved by developing products that use fewer valuable resources, or which
allow users to use less. Using energy and resources more efficiently could save the
world US$2.9tn a year by 2030, and massively curb emissions. It could also make
clean firms a lot of filthy cash.

– Abridged from an article that appeared in The Economist, November 12, 2011
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Development Dimensions
Gender Gap Despite Improvement
India has markedly improved the
access of girls to education, besides
bringing down fertility and infant
mortality rates, but the World
Development Report 2012 on ‘Gender
and Development’ issued warnings on
other fronts – women’s labour
participation rates remain stagnant
and domestic violence is alarmingly
high.
The report also highlighted high
rates of domestic abuse and their
relationship to reproductive health
apart from high maternal mortality
rates as areas of key concern in India.
Among the positive findings was a
drop in fertility rates: Between 1960 and
2009, this fell from six children per
women to 2.3, with some states having
birth rates similar to developed
countries such as the US.
(LiveMint, 12.10.11)

Scarcity of Water & Land Resources
For the world food production
sector that strives to keep pace with the
growth in population, it is tougher
times ahead what with widespread
degradation of land and deepening
scarcity of water resources over the
years seriously eroding the production
capacity across the globe.

The population is projected to reach
nine billion by 2050, but food
production systems have progressively
been put to strain by unsustainable
agricultural practices and excessive
demographic pressure.
And no region in the world is
immune from the phenomenon,
according to a report by the UN Food
and Agriculture Organisation. To add
to the woes, climate change is expected
to alter the patterns of temperature,
precipitation and river flows.
(BL, 30.11.11)

Global Health Funding Slows
Developed countries and funding
agencies are putting the brakes on
growth in development assistance for
health, raising the possibility that
developing countries will have an even
harder time meeting the Millennium
Development Goals deadline of 2015.
Even as aid continued to grow,
reaching US$27.73bn in 2011,
significant cutbacks in the US slowed
the growth rate in development
assistance to four percent between
2010 and 11 – the slowest in a decade.
The new findings published in
Financing Global Health 2011:
Continued Growth as MDG Deadline
Approaches suggest that the global

World Population to Hit 7 billion

A

Paresh Cartoons

s of October 31, there would be 7 billion people sharing Earth’s land and
resources according to the UN Population Fund. In Western Europe, Japan
and Russia, it will be an ironic milestone amid worries about low birthrates and
aging populations. In China and
India, the two most populous
nations, it’s an occasion
to reassess policies that
have already slowed
once-rapid growth.
But in Burundi,
Uganda and the rest of
sub-Saharan Africa, the
demographic news is
mostly sobering as the
region staggers under the
double burden of the
world’s
highest
birthrates and deepest
poverty.
The regional population of nearly 900 million could reach 2 billion in 40
years at current rates, accounting for about half of the projected global population
growth over that span.
(TH, 16.10.11)
ECONOMIQUITY No. 4, 2011

financial crisis has led to a slowdown
in growth of funding for health schemes
in many developing countries. Health
funding through UN agencies plateaued
in 2011, and the Global Fund to Fight
AIDS, Tuberculosis and Malaria
announced in November that it would
make no new grants until 2014 due to
funding shortfalls.
(TH, 18.12.11)
The Global Jobs Crisis
The world employment outlook is
dire. Unemployment stands at more
than 200 million, and is rising. The
current rate of global jobs growth, at
one percent or less per year, will not
replace the 30 million jobs lost since
the crisis began in 2008.
Yet unemployment numbers are only
part of the story. They mask the fact that
millions of workers have part-time jobs
for lack of a better alternative, are
postponing entry into the labour
market, or have given up looking for
work altogether.
Even before the crisis, half of total
employment outside agriculture was in
the informal economy and two workers
in five worldwide lived below the
poverty threshold of US$2 per person
per day.
(TH, 03.11.11)
Global Poverty & New Bottom Line
A new study on global poverty by
the Oxford University, UK, shows that
72 percent (1,189 million) live in
middle-income countries compared
with 459 million in low-income
countries. A higher percentage (586
million) lives in severe poverty in
middle-income countries than in lowincome (285 million).
50 per cent (827 million) of the poor
live in South Asia, which includes India,
and 29 percent in sub-Saharan Africa
(473 million). Multidimensionally poor
people in middle-income countries
have simply been bypassed as their
nation’s comparative wealth increased.
The poverty measure – the
Multidimensional Poverty Index devised
jointly by Oxford University’s Oxford
Poverty and Human Development
Initiative and the UNDP’s Human
Development Report Office – took into
account a range of deprivations in
areas such as education, malnutrition,
child mortality, sanitation and services.
(BL, 07.12.11)
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Development Dimensions

Vision for a Better, Richer World in 2030

T

UN’s Focus on Development
The United Nations launched the
International Year of Cooperatives with
the General Assembly President
underlining their role as catalysts of
socially-inclusive development and
capacity to empower communities
through jobs and income generation.
It was said in the Assembly’s plenary
meeting to launch 2012 as the
International Year that ‘cooperatives not
only provide productive employment
opportunities to marginalised groups
including women, youth, persons with
disabilities, older persons and
indigenous people, but also make a
valuable contribution through the
technical assistance programmes of
their human resources development
component.
The Assembly took this decision in
recognition of the contribution of
cooperatives to socio-economic
development, particularly with regard
to poverty reduction, employment
creation and social integration. The
theme of the year will be ‘Cooperative
enterprises help build a better world.’
(UN News Centre, 31.10.11)

UN Stresses on Export-led Growth
The world’s poorest countries must
forge closer links with fast-growing
developing economies such as China
and Brazil as the after-effects of the
credit crunch continue to ravage the US
and Europe, according to a report from
the UN.
In its annual health check of the 49
so-called least developed countries, the
UN’s Geneva-based trade and
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oday, the challenges of the
world are poverty, illiteracy,
drinking water, clean and green
energy, equitable distribution of
resources, quality education with
values for all, overcoming societal
imbalances, curing diseases,
quality healthcare for all and good
living conditions. There are many
threats to global peace and
prosperity and narrowing the ruralurban gap through creative
methods is the key to alleviate them.
Individual nations are working
to find a solution to these
development arm, UNCTAD, says that the
Chinese growth model of exporting cutprice consumer goods to the US and
Europe will not work for a new
generation of developing countries.
“Current unfavourable external
conditions will not only affect the
growth prospects of LDCs but also their
export dynamism, putting into question
their current development strategy,
which is based on export-led growth,”
the report says.
(TG, 17.11.11)
BRICs’ Growth Tips Global Balance
Investors need to grasp the
opportunities afforded by rapid growth
in Brazil, Russia, India and China, says
economist Jim O’Neill in the second
extract from his new book ‘The Growth
Map: Economic Opportunity in the BRICs
and Beyond’.
Moreover, BRICs citizens’ wealth
showed equally remarkable increases,
bringing hundreds of millions of people
out of poverty. Their gross domestic
product (GDP) per capita, the best
indication of individual wealth,
collectively trebled.
China started the decade as the
biggest of the BRICs and has remained
so. Brazil was the second big surprise,
at least in monetary terms. By 2010 it
had overtaken Italy to become the
seventh largest economy in the world,
with a GDP of US$2.1tr.
(TT, 20.11.11)
China’s Rural Poverty Falls
China has reduced the number of its
rural poor by almost 70 million people
over the past decade, a new government
white paper has claimed. The paper, the

challenges. However, there are
many
international
dimensions for the cause and
solutions. Hence, working for
solutions is a collective
responsibility of the global
community.
Facilitating
physical connectivity between
rural and urban is the first
step. This will enable
knowledge connectivity that
can facilitate productivity,
knowledge,
healthcare
transparency and access to
markets.
(ET, 31.10.11)

first released on poverty since 2001,
attributed the steep decline to the
effectiveness of a series of subsidies for
China’s farmers, including the removal
of agricultural taxes and a new social
security assistance programme.
The number of rural poor declined
from 94.22 million in 2000 to 26.88
million in 2010. Behind the decline were
several pro-farmer measures,
particularly the abolishing of
agricultural taxes in 2006.
It was part of a series of rural
reforms unveiled during the mid-2000s,
shortly after the Hu Jintao-Wen Jiabao
administration took over following a
decade of rapid, but increasingly
uneven, urban-focused growth.
(TH, 20.11.11)

Ending Aid Dependency
A new generation of leaders,
business friendly policies, technology,
the spread of peace and strong demand
for natural resources has helped Africa
to withstand the global downturn.
Ethiopia’s economy grew by 7.5
percent in 2011, and it is not the only
country in Africa to boast a high growth
rate. Africa has been the fastest growing
continent of the past decade.
The Centre for Global Development,
has documented the emergence of 17
African countries in which total income
is growing by more than five percent a
year – increasing average incomes by
50 percent in 13 years. That growth is
attracting businesses and investors
from Africa and abroad, and the
continent’s middle class is expanding.
(TG, 27.12.11)
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Special Article

Weaponised Keynesians are Back
– Paul Krugman

out in full force – which makes this a good
time to see what is really going on in
debates over economic policy

A

few years back Representative
Barney Frank coined an apt phrase
for many of his colleagues: weaponised
Keynesians, defined as those who believe
“that the government does not create jobs
when it funds the building of bridges or
important research or retrains workers,
but when it builds airplanes that are
never going to be used in combat, that
is of course economic salvation.”

First things first: Military spending
does create jobs when the economy is
depressed. Indeed, much of the evidence
that Keynesian economics works comes
from tracking the effects of past military
buildups. Some liberals dislike this
conclusion, but economics is not a
morality play: spending on things you
don’t like is still spending, and more
spending would create more jobs.

Super Committee
What’s bringing out the military big
spenders is the approaching deadline
for the so-called super committee to
agree on a plan for deficit reduction. If
no agreement is reached, this failure is
supposed to trigger cuts in the defense
budget.
Faced with this prospect,
Republicans have rushed to oppose any
cuts in military spending. Why?
Because, they say, such cuts would
destroy jobs.
Thus Representative Buck McKeon,
Republican of California, once attacked
the Obama stimulus plan because
“more spending is not what California
or this country needs.” McKeon,
Chairman of the House Armed Services
Committee warned that the defence cuts
that are scheduled to take place if the
super committee fails to agree would
eliminate jobs and raise the
unemployment rate.
Oh, the hypocrisy! But what makes
this particular form of hypocrisy so
enduring?

Spending Wisely
But why would anyone prefer
spending on destruction to spending on
construction, prefer building weapons
to building bridges?
John Maynard Keynes himself
offered a partial answer 75 years ago,
when he noted a curious “preference for
wholly ‘wasteful’ forms of loan
expenditure rather than for partly
wasteful forms, which, because they are
not wholly wasteful, tend to be judged
on strict ‘business’ principles.” Indeed.
Spend money on some useful goal, like
the promotion of new energy sources,
and people start screaming, “Solyndra!
Waste!” Spend money on a weapons
system we don’t need, and those voices
are silent, because nobody expects F22s to be a good business proposition.
To deal with this preference, Keynes
whimsically suggested burying bottles
full of cash in disused mines and letting
the private sector dig them back up.
But there are also darker motives
behind weaponised Keynesianism.
For one thing, to admit that public

www.euroyanktheblog.blogspot.com

Right now the weaponised Keynesians are

spending on useful projects can create
jobs is to admit that such spending can
in fact do good, that sometimes
government is the solution, not the
problem. However, spending on useless
or, even better, destructive projects
doesn’t present conservatives with the
same problem.
Defence Logic
Beyond that, there is a point made
long ago by the Polish economist
Michael Kalecki: to admit that the
government can create jobs is to reduce
the perceived importance of business
confidence.
Once we concede that the
government can act directly to create
jobs, however, that whining loses much
of its persuasive power — so Keynesian
economics must be rejected, except in
those cases where it’s being used to
defend lucrative contracts.
I welcome the sudden upsurge in
weaponised Keynesianism, which is
revealing the reality behind our
political debates. At a fundamental
level, the opponents of any serious jobcreation programme know perfectly
well that such a programme would
probably work, for the same reason that
defence
cuts
would
raise
unemployment. But they do not want
voters to know what they know, because
that would hurt their larger agenda –
keeping regulation and taxes on the
wealthy at bay.

– Professor of Economics and International Affairs, Woodrow Wilson School, Princeton University, USA; Abridged from an article
appeared in The Hindu Business Line, on November 01, 2011
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REFLECTIONS FROM THE FRONTLINE
Developing Country Negotiators in the WTO

T

his book gives a substantive account of the evolution of the WTO Doha Development
Agenda (DDA) negotiations and the role of developing country coalitions and
alliances. The reflections are those of former and current developing country negotiators
on their firsthand experience of WTO negotiations.
The sixteen chapters included in the publication provide a rich resume of increasing
and more effective developing country participation in the WTO. Authors have brought
to fore the twists and turns of the decade long Doha Round, often based on their own
experience and perspectives. Such intimate insights are rarely found in the existing
literature on the WTO negotiations. Authors have also offered suggestions to unlock the
stalemate in the DDA and reach a balanced and development-friendly conclusion.
It will be a valuable source for all developing country negotiators, their counterparts
from the developed countries, academics and students, and all those who are interested
in the history and future of the multilateral trading system, particularly from the
perspective of developing countries.
www.cuts-grc.org/pdf/Flyer-Negotiators-Handbook.pdf

Climate Change and
Food Security in South Asia

T

he study on ‘Climate Change and Food Security in South Asia’ focuses on
farmers’ perception of climate change and its imminent impact upon their livelihoods.
It covers four countries – Afghanistan, Bangladesh, India and Pakistan. It aims at
addressing food insecurity and livelihood threats in South Asia by changing the region’s
cultivation practices and operationalising the regional food bank.
In each of the four project countries – Afghanistan, Bangladesh, India, and Pakistan
– CUTS partner organisations undertook survey of farmers. Based on the survey results
and their analyses, the study provides some policy mechanisms to address the impact
of climate change upon food security. It suggests measures such as adopting climateresilient agriculture, realising regional food bank, and increasing the volume of intraregional trade.
It also aimed at disseminating a better knowledge on the subject matter to policymakers, researchers, CSOs and the media, particularly those who are working on
agricultural issues. It will enable many rural grassroots CSOs to better understand
issues emanating from climate change and tailor their actions accordingly, so as to
better serve the vulnerable communities in the region.

We want to hear
from you…

www.cuts-citee.org/pdf/Climate_Change_and_Food_Security_in_South_Asia.pdf
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Please e-mail your
comments
and suggestions to
citee@cuts.org

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