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Address Non-Tariff Barriers to Indo-Pak Trade
Virtues of a Participatory Approach
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ecent tariff liberalisation is giving a boost to trade between India and Pakistan,
but non-tariff barriers (NTBs), especially deficiency in transport infrastructure
and procedural opacity, are contributing significantly to the cost of doing crossborder trade. Trade between India and Pakistan will get a huge boost by reducing
and harmonising NTBs and the resultant spin-off benefits to stakeholder groups in
both countries will be of huge magnitude.
According to a study by CUTS, in about nine major product categories Pakistan
stands to save US$1.4bn by resorting to low-priced imports from India if such
imports are facilitated by reducing NTBs including difficulties in documentation
and transportation.
The current volume of trade between India and Pakistan is found to be far below
potential and both countries are forgoing huge welfare gains by not acting
proactively to facilitate growth in bilateral trade. In 2010, India’s export to Pakistan
was worth US$2.24bn. Though figures reveal a definite growth of export in recent
times, they conceal the true potential that can follow trade facilitation measures.
Finding solutions for removing NTBs is the most yielding area of policy reform
for Indo-Pak trade to grow beyond status quo. It is estimated that roughly US$8bn
worth of informal trade happens between the two countries, which can be brought
into the mainstream through better trade facilitation measures.
CUTS study has estimated that aggregate average non-tariff trade costs between
India and Pakistan was 1.3 times the value of goods in their respective countries
for 2009. Lowest average bilateral non-tariff trade costs maintained by India and
Pakistan (with Germany) for 2009 are 0.47 times the value of goods in India and
0.67 times the value of goods in Pakistan respectively.
By matching the ideal standards in bilateral trade between India and Pakistan
through NTB reforms, both countries can bring down non-tariff trade costs to at
least 0.8 times the value of goods in their respective countries. This translates into
an average reduction of bilateral import prices by more than 40 per cent of the
current import prices.
It recommended that if businesses are provided direct access to review and
resolution system vis-à-vis NTBs and thereby make the system more participatory,
more NTBs will get reviewed. Such a participatory system would also make the
conduct of NTB reforms more easy and effective.
Such approach will promote transparency and efficiency, permits accessibility
of primary complainant or victim (businesses) to the complaint resolution system,
allows more information flow and facilitates cross-fertilisation of ideas. It will
offer a simple and administratively easier system because the admitted complaint
automatically comes with possible solutions (cheaper alternatives), against which
reform decisions can be made.
Furthermore, it will allow prioritisation of reform measures as relative costs
and benefits of different reform requirements can be compared and inter-linkages
between different reform requirements becomes visible under a monolithic
framework.
The need of the hour is to bring back the focus of policymakers on economic
costs and benefits of cross-border trade and limit politicisation of trade reforms
that has been damaging South Asia’s aspirations on regional economic integration.
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Special Article

Economic Optimism Now Official
– Anatole Kaletsky

Outside the Eurozone, which now
accounts for just 17 per cent of global
output and will shrink to just nine per
cent by 2060 according to the OECD,
economic statistics are clearly
improving across the world.

E

conomic optimism is now official.
The year ahead could be “a very
good one for the American economy,”
Ben Bernanke, the Chairman of the
Federal Reserve, declared. If he turns
out to be right, these words could
probably be applied to the world
economy as a whole.
Since Bernanke, even more than
other central bankers, has spent the
past four years warning of perils such
as the “fiscal cliff” and the dismal
condition of the US labour market, this
statement, delivered in the carefully
worded peroration of a speech to the
prestigious Economic Club of New York,
marks an important turning point.
In terms of objective economic and
financial conditions, the end of 2012
look like a turning point in the slow
recovery from the global financial
crisis. Outside the euro zone, economic
statistics are clearly improving.

U

nemployment, though still high, is
steadily falling. Banks are now
adequately capitalised. Property prices
have stabilised, stock markets are
rising and credit conditions have
returned more or less to normal. For
much of this year, the main obstacle to
hiring and investment decisions,
according to many business surveys,
has been uncertainty about politics and
monetary policy. That uncertainty is
almost over.
This may sound preposterous. After
all, businesses and financiers have been
obsessed all year with the euro crisis
or speculation about Fed monetary

policy or the US Presidential election
or China’s surprisingly chaotic
leadership transition and now the
prospect that the US will fall off a fiscal
cliff, dragging down the whole world
economy.
Bernanke made clear that his
optimism about the economic outlook
depended entirely on the assumption
that Congress would ultimately back
away from suicidal legislation that
would deliberately push the US
economy over a fiscal cliff. The bad
news is that a plausible deal to avert
this self-inflicted catastrophe has not
yet been outlined. Fear of another
Lehman-style financial crisis therefore
quite reasonably restrains business
decisions around the world.

A

s long as Washington decides to
avoid fiscal suicide, it hardly
matters how. The best outcome would
be to agree on broad outlines of longterm fiscal consolidation, while
avoiding any spending cuts or tax hikes
in 2013. The alternative would be merely
to “kick the can down the road” by
extending today’s fiscal legislation and
increasing the Treasury’s borrowing
powers. This is not ideal, but investors
and business leaders could live with it.
The Fed would then continue
financing Washington’s deficits at
near-zero interest rates for another
two-three years. The long-term
problems of demographics and
healthcare costs would then have to be
addressed in the next election cycle,
after 2016.

Whichever option Washington
chooses, the current uncertainty about
US fiscal policy will, for better or
worse, be resolved. Assuming the fiscal
cliff is averted, investors and
businesses around the globe will have
lost their main excuses for avoiding
decisions.
When they look at Europe, they will
see a continental economy in recession,
but no longer close to a Lehman-style
financial shock. In China, the new
leadership is now in a position to act,
if necessary, against risks of the
economic slowdown getting out of
hand. In the US, monetary policy is now
fixed until 2014 and the presidential
election is out of the way.

B

usiness leaders may like Obama or
hate him. They may agree with Fed
policy or disapprove. But there is no
longer any point in delaying business
decisions until after the next Fed
meeting, or until healthcare reform is
abandoned or until a new president
with new policies is inaugurated in
2013.
Assuming that Washington decides
not to commit economic suicide on
January 01, 2013 the business
obsession with politics will then has
nothing left to feed on. Business leaders
and investors will be forced to redirect
their attention to economics and the
financial fundamentals of their
businesses. Once this political
uncertainty is neutralised, prospects
for most of the world economy look
pretty good.

– Economist and Journalist, Reuters-IHT Columnist; Excerpts from an article appeared in Reuters, November 23, 2012
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Economic Issues
EU: Fight between Rival Groups
Sixteen EU states have stepped up
their lobbying against a UK-led
campaign to freeze the bloc’s spending.
Calling themselves the Friends of
Cohesion, Poland’s Prime Minister
Martin Schulz said: “We are all here
because we understand that cohesion
policy equals growth and creation of
jobs.”
But the Friends of Cohesion face an
equally determined group of EU member
states known as the Friends of Better
Spending. Amidst this rivalry, in the
third quarter of this year the debt crisis
dragged the Eurozone into its second
recession since 2009.
“We are now getting into a double
dip recession which is entirely selfmade,” said Paul de Grauwe, an
economist with the London School of
Economics and Political Science. “It is
a result of excessive austerity in
southern countries and unwillingness
in the north to do anything else,” he said.
(BL, 16.11.12 & FT, 14.11.12)

Global Prosperity on the Rise
According to a London-based thinktank, Legatum, global prosperity levels
have increased over the past three
years. Increase in overall prosperity
levels is led by Central Asia and South
East Asia, with even Western Europe and
North America registering small rises.
The top of the list is dominated by

Scandinavian countries, with Norway
capturing the top position, as it has
since the index was launched in 2009.
India came in at 101, slipping from 78th
position three years ago, dragged down
by governance indicators.
The country fared poorly on social
capital rankings capturing measures of
social cohesion and engagement, and
community and family networks,
coming in 138th out of 142. (BL, 30.10.12)
Match-making Duo Bags Nobel Prize
Two Americans were awarded the
Nobel economics prize for studies on
the match-making taking place when
doctors are coupled with hospitals,
students with schools, human organs
with transplant recipients.
The work of Alvin Roth of the Harvard
University and Lloyd Shapley of the
University of California in Los Angeles
has helped improved the performance
of many markets, the Royal Swedish
Academy said.
“This year’s prize concerns a central
economic problem: how to match
different agents as well as possible,” the
Academy said.
(ToI, 04.10.12)
Push for Tax Crack down
A committee of British Member of
Parliament has called on their
government to crack down on
multinational companies that make
substantial sales in Britain but pay little

taxes. The Public Accounts Committee
said that the government should set
down rules limiting inter-company
transactions that reduce companies’ tax
bills.
Tax campaigners and groups
opposed to austerity measures have
pushed the UK government to lean more
heavily to big businesses to close the
budget gaps.
On the other side of the Atlantic, a
group of 14 business chiefs indicated
their backing for an increase in tax rates
for high earners to avoid the US “fiscal
(BS, 04.12.12 & ET, 30.11.12)
cliff”.
Warned on Global Reforms
The 19 biggest US banks will have to
show that they are on course to comply
with the “Basel III” reform package as
that of Federal Reserve’s stress test.
These reforms are aimed at preventing
a recurrence of the 2008 financial crisis.
Only 10 of the 27 countries that
belong to the Basel Committee on
Banking Supervision have finished
writing their Basel III regulations and
the US said that it would not meet the
end of 2012 deadline.
There is genuine annoyance among
some EU states who accused the US of
backsliding and being unwilling to
commit to a date. One Eurozone
diplomat described it as “a major
rupture” that would give US banks an
unfair advantage.
(FE, 03.12.12)

Policy Checklist from IMF

I
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n October, the world finance leaders endorsed a
checklist of policy reforms aimed at defusing debt
troubles in Europe and the US. It also promised to review
progress in six months as they tried to revive a flagging
economic recovery.
The 10-page global policy agenda, however, largely
summarised previously planned steps, such as deploying
the European Central Bank’s bond-buying programme and
resolving the US “fiscal cliff” of automatic spending cuts
and tax increase.
Despite this, according to the latest Brookings
Institution-Financial Times Tracking Indices for the
Global Economic Recovery, the world economic recovery
is “on the ropes” with a significant threat to another slide
into global recession.
This view was supported by Kaushik Basu, Chief
Economist of the World Bank. “In today’s world, the global
economy is becoming one economy. These are problems

– with globalisation, with the construction of Europe – I
think we will have to live with for a year or more. But the
world will come out of that and we will get back to growth,”
he said.
(ET, 15.10.12; FE, 09.10.12 & BS, 03.10.12)
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Economic Issues

World Economy in Best Shape

A

ccording to a Bloomberg Global Poll of investors, the world economy is in its
best shape since 2011. Two-thirds of the 862 surveyed described the global
economy as either stable or improving. That’s up from just over half who said that
in September 2012 and is the most since May 2011.

www.economist.com

The US came out on top for the eighth straight quarter when investors were
asked which market offers the best opportunities over the next year. China ranked
second, reversing a decline in the September poll of investors. The European Union,
beset by a debt crisis, was seen offering the worst returns.
Stocks were seen as the asset of choice. Real estate came in second. Bonds
were seen as offering the worst returns. However, the US Federal Reserve is expected
to provide continued support to the bond market, according to the poll.
(ET, 30.11.12)

Asian Recovery in 2013
The developing economies of East
Asia will grow less rapidly in 2012 year
than previously expected, the World
Bank said. However, domestic demand
and economic stimulus measures will
allow growth to accelerate in 2013. The
region includes countries such as
China, Thailand, Indonesia but not
Japan and India.
The World Bank cut its forecast for
the region to 7.2 per cent in 2012, from
a previous projection of 7.6 per cent.
The number is also sharply lower than
the 8.2 per cent expansion the region
managed in 2011.
On the other hand, the Asian
Development Bank said that it expected
emerging Asia – a wider grouping of
countries than those included in the
World Bank report – to expand 6.1 per
cent in 2012 and 6.7 per cent in 2013.

Chairman of Goldman Sachs Asset
Management – stands for Brazil, Russia,
India and China.
Lately, stock markets in the BRIC
countries – the four biggest emerging
markets – have gone soft.
The MSCI BRIC Index lost 2.45 per
cent, annualised, over the three years
through September, while the MSCI
broader emerging-markets index gained
3.13 per cent.
The BRICs represent 44 per cent of
the MSCI emerging-markets index.
“That’s a big per centage. But, it does
not make sense to limit your universe
among the emerging countries. There’s
never really an investment rationale for
limiting yourself like that,” said John R.
Chisholm, Chief Investment Officer at
Acadian Asset Management in Boston.

(BS, 09.10.12)

Short of Labelling China
The US administration said that
China’s
currency
remained
“significantly undervalued”, but
stopped short of labelling it a currency

More than BRICs
The BRIC backlash has begun. The
acronym BRIC – coined by Jim O’Neill,
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(FE, 08.10.12)

manipulator. Although Beijing controls
the pace at which the Yuan can rise, the
US Treasury said that China did not
meet the legal requirement to be deemed
a currency manipulator.
The label is largely symbolic, but
would require Washington to open
discussions with Beijing on adjusting
the Yuan’s value. It has been 18 years
since the US Treasury has designated
any country a current manipulator.
Many US businesses and lawmakers
complain that Beijing keeps the value
of its currency artificially low to gain
an advantage in trade at the expense of
American jobs. But an international
consensus is growing that the Yuan is
closing in on its fair value.
(FE, 29.11.12)

China: Economic Recovery Intact
Chinese data showed that both
industrial output and retail sales rose
in November at their fastest annual
pace in eight months. It reinforced the
view that growth in the world’s secondbiggest economy is picking up after a
long slide.
The Organisation for Economic
Cooperation and Development (OECD)
forecasted that China’s economy would
grow by 7.5 per cent in 2012 – in line
with a government target – before
picking up to expand 8.5 per cent in
2013.
Foreign direct investment (FDI) to
China is expected to top US$100bn in
2012, for the third successive years. FDI
into China is increasingly being
committed by firms aiming to tap into
a fast-growing domestic consumer
market.
(ET, 11.12.12 & FE, 21.11.12)
OECD Cuts Growth Forecasts
The OECD cut its growth forecasts.
It warned the risk of a major global
recession and urged the European
Central Bank and the People’s Bank of
China to ease monetary policy.
The group also urged India to ease
its monetary policy as subdued
economic growth in the near term helps
to damp inflation.
“After five years of crisis, the global
economy is weakening again,” said Pier
Carlo Padoan, Chief Economist of the
OECD. “The risk of a major contraction
cannot be ruled out,” he said.
(Livemint, 28.11.12)
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Economic Issues
Job Creation in the US
At a time when unemployment is a
major issue in the US due to its poor
economic status, Indian companies
through its massive investments in
America have created 50,000 jobs in
the country.
“Our economic relationship is very
much a two way street. Both of us are
focused on attracting growth and
investment to our shores. Indian-owned
Tata factory in Ohio puts thousands of
Americans to work. Opportunities for
large, medium and small US businesses
in India are staggering,” said US Deputy
Secretary of State, William Burns.
He emphasised that greater
economic openness is not a concession
to the US. It is one of the most powerful
tools India has to maintain and expand
its growth.
(IE, 28.10.12)
India to Grow Slower
According to the United Nations
Economic Commission for Asia and the
Pacific (UNESCAP), India’s economic
expansion is likely to be 5.9 per cent
this fiscal. It would be slower than some
of its smaller neighbours such as
Afghanistan, Bangladesh, Sri Lanka.
The UNESCAP favoured monetary
easing to spur investment especially in
infrastructure for India to attain higher
growth. “The global economic
slowdown provides only part of the
explanation for marked decline in

India’s gross domestic product (GDP)
growth,” an UNESCAP report said.
“By raising interest rates, the
supply-side driven inflation cannot be
controlled. On the contrary, by raising
rates we are compromising growth.
Now, it is time to loosen our monetary
stance,” said Nagesh Kumar, UNESCAP
Director for South Asia region.
(FE, 19.10.12)

Faster than Europe
India and China, the two leading
emerging economies, are experiencing
roughly 10 times the economic
acceleration of Industrial Revolution,
said Michael Camunez, Assistant
Secretary of Commerce of the US
administration.
He argued that this is resulting in
tectonic shifts in global economy.
While Europe took two centuries to
double its economic output per person,
US took 50 years, India and China
achieved it in 16 and 12 years
respectively.
(FE, 12.10.12)
Set to Dwarf G7
According to the OECD, China’s
economy is likely to overtake the
Eurozone’s in 2012. India is
leapfrogging Japan and by 2030 the
Asian pair will be bigger than the US,
the Euro area and Japan combined.
The group also said that the
combined GDP of China and India is

likely to exceed to that of all the current
Group of Seven rich countries by
around 2025. Their output in 2010 was
less than half the G7’s GDP.
The OECD’s report underlines the
importance of demographics as a longterm driver of savings, investment and
growth. However, Asa Johansson, one
of the authors of ‘Looking to 2060: longterm global growth prospects’, said the
report presented a hypothetical
scenario rather than a firm projection.
(ET, 10.11.12)

Chinese Firms to Invest in India
More than 300 Chinese companies
are expected to invest in India over the
next three years as India-China
bilateral trade grows to US$100bn, said
a Singapore-based investment and
business consultancy. It also sees 5060 Indian firms setting up operations
in China in the coming years.
The Chinese investments would
mostly be in the manufacturing sector,
given that some 70 companies have
been already established in the Indian
telecom and power generation sectors
in recent years.
Indian and Chinese companies are
expected to use Singapore as
investment springboard for working in
each other’s markets as well as Asia,
offsetting the impact of slowdown in
the developed economies of the West.
(ET, 19.10.12)

Need More Steps on Subsidies

T
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he International Monetary Fund (IMF) warned that the combined
fiscal deficit of India’s federal and state governments may touch
9.5 per cent of its gross domestic product in 2012, up from 9 per cent
in 2011. More steps including a “sustained subsidy reform” is needed
to narrow the deficit in the medium term.
While advanced economies especially the highly indebted nations
are expected to cut their fiscal deficit to 5.9 per cent in 2012 from 6.6
per cent last year, emerging market economies may see their fiscal
gap widening slightly to 1.9 per cent from 1.8 per cent, IMF said in its
Fiscal Monitor Report.
Globally, IMF said, most countries have made significant headway
in rolling back fiscal deficits. The US is expected to lower its deficit
to 8.7 per cent in 2012 from 10.1 per cent in 2011. The Euro area’s
deficit is expected to shrink to 3.3 per cent from 4.1 per cent after
some of the troubled nations implement austerity packages linked to
financial bailout.
(FE, 10.10.12)
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US to be World’s Top Energy Producer

A

India 2nd Largest Coal Consumer by 2025
A projection made by the IEA through
its report World Energy Outlook 2012
reveals that India, China and West
Asian nations will account for 60 per
cent of the world’s energy demand by
2035. The projection also reveals that
by that period, the price of imported
crude oil will touch US$215 a barrel in
nominal terms.
The report makes it clear that by
2025, India will also be the world’s
second largest consumer of coal after
China, and would play a major role in
international energy pricing.
In addition, the report also
indicates two important developments.
Firstly, that the US will become the
world’s largest oil producer by around
2020, overtaking Saudi Arabia and
becoming a net oil exporter by 2030.
Secondly output from OPEC
countries will rise, particularly after
2020, bringing the OPEC share in global
production from its current 42 per cent
up towards 50 per cent by 2035.
(Livemint, 23.11.12)

EU Freezes Airline Emission Law
Protests from developed and
emerging economies have pushed the
EU to suspend a controversial policy of
charging foreign airlines for their
carbon emissions on flights to and from
Europe for one year.
The European Commission officials,
however, maintain that they have not
buckled to international pressure in
proposing to defer enforcement of the
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report by the International Energy Agency
(IEA) indicates that the US will overtake Saudi
Arabia and Russia to become the world’s largest global
oil producer by the second half of this decade. The
agency’s latest World Energy Outlook (WEO) reflects
that the US could be almost self-sufficient in energy by
2035.
This development would definitely mark “a dramatic
reversal of the trend seen in most other energyimporting countries”. The US would overtake Russia as
the largest gas producer by 2015, as per the report.
The IEA also warned that a fall in oil imports would
not insulate the US from developments in international
markets or end its vulnerability to price spikes. It is
also noted that a drop in oil prices would affect
production.
(FT, 13.11.12)
scheme against flights into and out of
Europe until the end of 2013. According
to the Commission, a global deal on
aviation could be reached soon.
(FT, 13.11.12)

Europe’s Fears over US Energy Gap
Rising energy cost could damage
Europe’s ability to compete against the
US as a manufacturing centre. This is
on the belief that with rising energy
costs, North America could benefit from
cheap natural shale gas. Growing divide
between European and US energy costs
could
see
energy-intensive
manufacturers divert investments from
Europe to the US.
In a report to be published in coming
days, the BDI, an industry lobby group,
forecast US electricity generated from
natural gas would remain at €16 per
megawatt hour (MWh) until 2020. This
is some 40 per cent less than the last
peak in 2008.
In contrast,German prices for
electricity will rise from €48MWh to
€61MWh, an increase of 27 per cent by
the end of the decade. The issue might
be further compounded by plans such
as German plan to phase out nuclear
power by 2022 and replace it with
renewable energy sources.
(FT, 09.11.12)

GM Mosquitoes: Threat or Friend?
Genetically
modified
(GM)
mosquitoes let loose in some parts of
the world to combat dengue fever have
raised both concern and excitement.

This became evident at the on-going UN
global conference on biodiversity.
There are indications that billions
of Oxitec’s GM mosquitoes will be
released in Brazil to suppress the wild
population of mosquitoes. This is on the
belief that GM mosquitoes can reduce
populations of disease-carrying
mosquitoes by 80 per cent.
What is worrying is that the release
will not completely end dengue
mosquitoes. A given per centage of the
GM mosquito offspring (about 3-4 per
cent) will survive to adulthood – this
could mean very large numbers.
(BL, 05.10.12)

Biodiversity Targets to Double
One of the major developments at
the 11 th COP to the United Nations
Convention on Biological Diversity has
been developed countries agreeing to
double the funding to support
developing states towards meeting the
internationally agreed biodiversity
targets.
This would include the goals of the
Strategic Plan for biodiversity 20112020 and help to halt the rate of loss of
biodiversity.
Some areas have received special
attention. The Saragasso Sea, the Tonga
archipelago and key corals sites off the
coast of Brazil are among a range of
marine areas to receive special
attention by governments as part of
renewed efforts to sustainably manage
the world’s oceans.
(BL,12.10.12)
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Doha Climate Gateway
Resource conservation is becoming
visible at the climate change
negotiations. The recent climate change
meeting and negotiation at Doha
paperless has been an example. As per
the information, paperless meeting
resulted in savings of over 2,00,000
sheets.
There were also Gas-to-liquid large
screen diesel buses boasting scores of
trees (250 or more) and displaying
posters “Share the ride, cut the carbon”
ferrying delegates to the Qatar National
Convention Centre widely seen around
the venue.
While most countries agreed to a
second commitment period under the
Kyoto Protocol, the developed
countries, led by the US, manoeuvred
the world into adopting the Gateway
with no commitment on their part to
cut emissions or put money on the
table.
(TH, 12.12.12)

India to Tackle Climate Change
Are Indian people more optimistic?
This is what is indicated by a study
titled ‘Climate Change in the Indian
Mind’ conducted by the Yale
Foundation.
According to the study, Indians
understand and respond to the idea of
climate change affecting their lives and
their future prospects, and have faith
ECONOMIQUITY No. 4, 2012

Carbon Credit to Collapse Soon
Reluctance of industrialised
countries to accept binding emissions
can prove to be a big hurdle in
addressing climate change issues.
According to experts at the climate
talks in Doha, such move will dry up
demand for carbon credits and reduce
their prices further.
It clearly emerged that Russia, Japan
and New Zealand will not accept a
legally binding target in the existing
climate treaty Kyoto Protocol’s second
phase. This will further push down
demand for carbon credits in the wake
of economic slowdown and will lead to
a slump in carbon prices.
While many countries are unwilling
to accept binding emission targets,
others are setting low targets, signaling
a rough ride ahead for companies using
the clean development mechanism.
(ET, 01.12.12)

Doha Reflects Weakening Ambition
Is climate change negotiation
weakening? This is what is reflected by
some recent developments. Even though,
a great deal of discussion and debate
has taken place on extending the Kyoto
Protocol beyond 2012 into the next
commitment period, and even though
this was agreed with Parties decided
on a set of amendments to the Protocol.
Several key countries having no
targets for reducing their emissions in
the second commitment period of the
Protocol could seriously hamper the
progress.
An important question that emerges
is: whether negotiations under the
UNFCCC are really coming to grips with
the scientific realities of climate
change?
(FE, 14.12.12)

Kyoto Protocol-II
Rollout from 2013

I

t is great news for the entire global
community – the world has agreed

to the second phase of the Kyoto
Protocol,

starting

2013.

In

continuance of its efforts towards
protecting environment from climate
change impacts, the world has
agreed to a roadmap for binding
world to a new global legal compact
on climate change by 2015 that
would become operational by
2020.
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Doha’s Impact
The final result – the two-week UN
climate change negotiations at Doha
ended without any concrete step taken
to halt global warming. The foremost
reason, of course, was the location of
the talks – Qatar, the highest per capita
greenhouse emissions in the world.
In addition, the US, which has so
far refused to ratify the Kyoto Protocol,
failed yet again to put any meaningful
emission reductions on the table – it
agreed to cut emissions by a mere three
per cent over 1990 levels.
The fact that Kyoto Protocol, drafted
in 1997 and obliging wealthy countries
to cut their emissions, has now been
extended to 2020, does not hold much
for the world. This is because the
emissions of those still bound by the
Kyoto Protocol amounts to only an
estimated 15 per cent of the global
total.
(FE, 11.12.12)

in science to tackle it. The study is based
on interviews with 4,031 Indian adults,
both rural and urban, to find out their
responses, awareness and approach to
climate change.
The study reveals that about 72 per
cent of those interviewed said they
believed climate change was
happening. Among the most striking
things about the study was the
receptivity of Indians to science and
solutions offered by it to ill-effects of
(FE, 11.12.12)
climate change.

However, there are also negative
developments – in an unprecedented
incident, two of the most influential
countries – the US and Russia –
decided to reject parts of the deal.
The US took on 192 countries to
reject the principle of equity and the
application of the principles of the
UN climate convention to the post2020 global deal.
It might be recalled that the US
had walked out of Kyoto Protocol in
1992. Russia also rejected the
application of the Kyoto Protocol’s
new and future limits on its
emissions.
(Livemint, 24.07.12 & 26.07.12)
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Special Article

What did Doha Achieve?
– R K Pachauri

India needs to focus on
domestic action for
climate goals

T

here was a range of expectations at
the 18th Conference of the Parties
(CoP 18) to the UN Framework
Convention on Climate Change
(UNFCCC) took place in Doha, and ended
on December 07, 2012. It might be
recalled that at the 17th CoP held in
Durban, parties to the convention had
decided to continue the dialogue along
established lines.
One significant decision in Durban
was to ensure that the global increase
in temperature, in relation to preindustrial levels, was kept below 2
degrees Celsius. This was premised on
Article 2 of the UNFCCC, which basically
aims at stabilisation of greenhouse gas
concentrations in the atmosphere at a
level that would prevent dangerous
anthropogenic interference with the
climate system.

Q

uestions have continued to be
raised on whether the decisions
taken in Doha are in line with what is
desired to meet this core article of the
convention. It is argued that most of
the decisions taken at Doha are for an
extension of work already being done.
One significant decision was to
modify the Kyoto Protocol and extend it
for a second commitment period of
eight years, but some commentators
have pointed out that this version is
insufficient as it covers only 15 per cent
of global emissions.
What is more, the Intergovernmental
Panel on Climate Change’s (IPCC’s)
report presents a grim picture. The
IPCC’s Special Report on Managing the

Risks of Extreme Events and Disasters
to Advance Climate Change Adaptation
estimates economic losses from the
increase in weather- and climaterelated disasters.
The estimates show large spatial
and inter-annual variability. It is also
revealed that impacts on the informal,
as well as indirect economic effects can
be very important in some areas and
sectors.
Findings also show that while
economic, including insured, disaster
losses associated with weather, climate
and geophysical events are higher in
developed countries; fatality rates and
economic losses expressed as a
proportion of the GDP are higher in
developing countries.

E

merging issues and developments at
both national and international
levels make adapting to the impacts of
climate change an essential part of the
strategy. Measures that provide
benefits in the current climate and in a
range of future climate change
scenarios, called low regrets measures
are available starting points for
addressing projected trends in
exposure, vulnerability and climate
extremes.
Potential low regrets measures
include early warning systems, risk
communication between decisionmakers and local citizens, sustainable
land management and ecosystem
management and restoration.
One important question that needs
to be asked is whether the decisions

taken thus far under the UNFCCC are
adequate for dealing with the current
and future challenge of climate change,
and whether the scientific evidence
provided by the IPCC in its series of
assessment reports has really been
taken into account. There is clear need
for assessment of economically
attractive options available to the
global community for mitigating
emissions of greenhouse gases.
The IPCC has estimated that
mitigation opportunities with net
negative cost could lower emissions by
about 6 gigatonnes of CO2 equivalent
per year by 2030.

I

n the case of India, one can say that
India has been extremely successful
in projecting its views in each
successive CoP. But as far as domestic
action is concerned, there is a need to
pay greater attention to meeting the
goals laid down by the government
itself. The Prime Minister had
announced the NAPCC on June 30,
2008.
However, it is subject to question
whether the eight missions identified
under the NAPCC are actually being
implemented as comprehensively as
required. The perception both within
and outside the government is that
perhaps it is not.
For India, this action plan has
unique benefits and, quite apart from
addressing global objectives, could, if
effectively implemented, would provide
substantial co-benefits at the domestic
level.

– Director General, The Energy and Resources Institute, New Delhi and Chairman, Intergovernmental Panel on Climate Change; Excerpts
from an article appeared in the Indian Express, December 19, 2012
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Special Article

US Tariffs, Bangladeshi Deaths
– Sanchita B Saxena

Washington should give
Dhaka’s garment industry
financial room to improve
working conditions
The Daily Star

T

he fire that killed 112 workers at a
garment factory in the suburbs of
Bangladesh’s capital was a stark
reminder of the human costs of
producing and consuming cheap
clothes.
While American officials have
condemned poor safety conditions at
the factory and urged the Bangladeshi
government to raise wages and improve
working conditions, the US can do much
more: It should bring down high tariffs
on imports from Bangladesh and other
Asian countries, which put pressure on
contractors there to scrimp on labour
standards in order to stay competitive.
The US imported more than US$4bn
worth of apparel and textiles from
Bangladesh in 2011. So it has an interest
in giving the country’s garment industry
some financial room with which to
improve conditions for the three million
employees, most of them female, who
work in the industry.

M

onitoring systems have, in many
cases, achieved progress at the
higher levels of the industry: the
contractors that deal directly with
American retailers. But oversight is lax,
and conditions particularly dire, in
factories run by subcontractors, like the
Tazreen Fashions factory, the site of the
deadly blaze on November 24.
A bill introduced in Congress in 2009
by Representative Jim McDermott,
Democrat of Washington, could have
improved the situation by including
Bangladesh, Cambodia, Laos, Nepal,

Pakistan and Sri Lanka on the list of
developing countries, like Mexico, that
receive duty-free access to the American
market as a result of free-trade
agreements.
But the bill never even made it to
committee, and Bangladesh still faces
a cost squeeze that is ultimately felt
most acutely on those lowest on the
production chain, especially the lowestpaying subcontractors, among whom
corruption is endemic. It takes its
greatest toll on workers.
The distortions created by the
current trade policy are striking. In the
US federal fiscal year that ended in
September 2011, Bangladesh exported
US$5.10bn in goods to the US, of which
less than 10 per cent were eligible for
exemption from import duties.

O

n the rest, Bangladesh had to pay
at least 15.3 per cent in tariffs. The
tariffs were equivalent to imposing a
US$4.61 tax on every person in
Bangladesh, a country with a per-capita
annual income of US$770.
In 2012, Bangladesh will have paid
more than US$600mn annually in
American tariffs, even as the United
States Agency for International
Development said it was committed to
US$200mn in development aid to
Bangladesh. Of course, no free trade
legislation is controversy-free.
One argument against reducing
restrictions on Bangladeshi imports is
that it might hurt even poorer countries,
in sub-Saharan Africa, that enjoy duty-

free access under a 2000 law, the African
Growth and Opportunity Act. But studies
have shown that extending duty-free
access to South Asian goods would have
negligible costs, yield huge benefits for
Bangladesh’s economy and have
minimal negative impact on African
exports.

B

angladesh’s government and
industries have a moral duty to
prevent catastrophes like the November
fire from ever occurring again. They
need to insist that factory operators
meet safety standards, that inspections
are conducted honestly and that
recommendations are enforced.
But leveling the playing field of
international trade could advance all
of these goals. International brands
like Tommy Hilfiger, Gap, H&M, Target
and Walmart demand low prices and
fast turnaround. In that context, high
tariffs work against the goals of fairlabor standards and factory safety.
There have been positive changes
in recent years; labour groups,
businesses,
non-governmental
organisations and even some
international buyers have formed
coalitions to improve safety at many
factories. In a survey conducted of
garment workers at established
factories, 62 per cent said labour
conditions had improved.
But for improvements in workers’
well-being to have lasting effect, tariffs
on exports to the US, the world’s largest
consumer market, must be eased.

– Political Scientist and Associate Director, Centre for South Asia Studies at the University of California, Berkeley; Excerpts from an article
appeared in the Indian Express, December 15, 2012
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Trade Winds
Fear of Export Bans
From mid-November, Ukraine
banned its wheat export, the first move
by a leading producer to restrict trade
since a sharp rise in food commodity
prices this summer. It has raised fears
of a repeat of the export restrictions
that exacerbated the food crisis of
2008.
In 2010, Russia and Ukraine
imposed export restrictions, triggering
a sharp rally in cereal prices. Along
with Russia and Kazakhstan, Ukraine
is part of the Black Sea region, which
accounts for about a quarter of global
exports of wheat.
The wheat ban flies in the face of
calls from international policy makers
for agricultural producers to refrain
from export restrictions.
(FT, 20.10.12)

Global Connectedness Index
In December 2012, DHL released the
second edition of its Global
Connectedness Index, a comprehensive
analysis of the state of globalisation

around the world. It concluded that the
world today is less globally connected
than it was in 2007.
The Netherlands retained its 2010
position as the world’s most connected
country. Europe is the most connected
region. Sub-Saharan Africa (SSA) is
least connected, but it averaged the
largest connectedness increases from
2010 to 2011.
“If we want to improve the interconnectivity, we need to look at the ease
of doing business across border in the
region and work towards regional trade
agreements, customs improvements
and border efficiencies,” said Charles
Brewer, Managing Director for DHL
Express in SSA.
(APO, 03.12.12)

farm receipts in 2011, a record low, this
was driven by developments in global
commodity markets, rather than “by
explicit policy changes”.
After decades of decline in the real
price of agricultural commodities, both
the current situation and medium-term
outlook point to relatively high
commodity prices. In essence, markets
today are playing the role of
government policy in providing
recompense to farmers.
Support to agricultural producers
in OECD countries stood at US$252bn.
Even as there is a generalised move
away from support directly linked to
production, the report finds that such
support is still about half the total.
(BL, 06.10.12)

Slow in Pruning Farm Subsidies
According to the Organisation for
Economic
Cooperation
and
Development’s
2012
report
“Agricultural Policy: Monitoring &
Evaluation”, though government
support to agriculture in OECD
countries fell to 19 per cent of total

Trade Slows Around the World

G

lobal trade is stalling. The World Trade Organisation has projected that the
global volume of trade in goods would expand only 2.5 per cent in 2012, down
from five per cent in 2011 and nearly 14 per cent growth in 2010.
The trade shift could take a particularly big toll on the US economy. Exports
have been, until recently, “a stunningly strong driver of growth,” said Tom Porcelli,
Chief US Economist at RBC Capital Markets. Weak exports have also exacerbated a
slowdown in China’s domestic economy.

EU-China Trade Dispute
The European Union will not back
down from protecting its industries
against Chinese competition it sees as
unfair, but mutual self-interest will
prevent a damaging trade war, said
Karel de Gucht, EU Trade Commissioner.
In November, China filed a case
against the EU over solar power
generation programmes in Italy and
Greece. It resembles a case that the EU
itself has brought against a similar
scheme in the Canadian province of
Ontario.
China alleged that Italian and Greek
law, which authorises high “feed-in
tariffs” to encourage solar power
generators, permits ‘prohibited’
subsidies that directly discriminate
against foreign companies.
(FT, 06.11.12 & ET, 22.10.12)

www.online.wsj.com

This slowdown is curbing exports to China from other Asian countries, such as
Singapore and Thailand, which provide components for goods that end up in the
hands of European consumers. Japanese exports to Europe are also tumbling.
Global trade had grown an average of six per cent a year over the past two
decades, faster than the overall global economy, as globalisation opened markets
and led to integrated global supply chains.
(WSJ, 02.10.12)
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Protectionist Move in Brazil
Carmakers are warning that new
protectionist move in Brazil will cut
sales by up to half in 2012 and force
them to rethink investments in the
world’s fourth-biggest car market.
In October, Brazil’s government
issued a decree that will extend the
higher tax on imported cars by 30 per
centage points for at least five
years.
Combined with the existing 35 per
cent import tax and a series of other
customs duties in Brazil, imported cars
will be taxed at up to 340 per cent,
according to Abeiva, the Brazilian car
importers’ association.
(FT, 29.10.12)
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Trade Winds
Partial Free Trade Pact
The European Union and India have
indicated that they may open their
markets in a gradual way instead of
signing a full-fledged pact in the wake
of differences on several key issues. The
two sides have not been able to reach
consensus on the agreement which has
remained under negotiations since
2007.
“We have proposed the principle of
incremental approach so that what may
not happen now can be included later.
We will now leave it to negotiators to
bring it to its early conclusion,” said
Anand Sharma, Commerce, Industry and
Textiles Minister of India.
India has been seeking a single visa
for its professionals on short-term
contractual visits. On the other hand,
the EU has been asking for significant
reduction in customs duties on cars,
wines and spirits.
(BL, 02.11.12)

Trade Surplus with Neighbours
For the first time in years, India has
become trade surplus with all the South
Asian countries. In 2011-12, it
registered a 12.2 per cent annual
increase in overall intra-regional trade
at US$15.5bn.
In 2011, India reduced its sensitive
list for the least developed countries in
South Asia to just 25 tariff lines, thus
allowing all other imports from
Afghanistan, Bangladesh, Bhutan,
ECONOMIQUITY No. 4, 2012

(FE, 22.10.12)

India-ASEAN Finalise FTA
Targeting an ambitious two-way
commerce of US$200bn by 2022, India
and the 10-member ASEAN bloc
finalised a free trade agreement in
services and investments. It is expected
to facilitate temporary movement of
business people and help Indian
companies’ investment in ASEAN
countries.
Strengthening ties, India and ASEAN
also elevated their dialogue partnership
to a strategic level. “Together we
constitute a community of 1.8 billion
people, representing one-fourth of
humanity, with a combined gross
domestic product of US$3.8tn. It is only
natural that India should attach the
highest priority to its relationship with
ASEAN,” said Manmohan Singh, Prime
Minister of India.
He also supported the objective of
an ASEAN Community by 2015 and said
that India would continue to be an active
participant in the initiative for ASEAN
integration and the ASEAN Master Plan
on Connectivity.
(BS, 21.12.12)
Trans-Atlantic Trade Talks
European Trade Commissioner,
Karel De Gucht, has called for the
European Union and the US to launch
negotiations for a comprehensive
bilateral trade agreement. US Trade
Representative, Ron Kirk, has given
encouraging signs about starting
negotiations.
The EU would like to see a
comprehensive deal that would
eliminate tariffs on agricultural and
industrial goods while smoothing
regulatory barriers so that companies
do not have to grapple with several sets
of health, safety and other standards.
“This is not an easy deal,” said the
EU Trade Commissioner. “It’s a game
changer if you manage to do it,” he
added.
(Livemint, 26.12.12 & FT, 10.11.12)

Emerging
Economies to
Enhance Trade

W

ith most of the developed
world facing a deep
financial crisis, a new economic
paradigm has emerged for the
developing countries to survive in
the burgeoning international trade.
Emerging economies in Asia and
Africa are deepening their trade
relationships.
India, for instance, has brought
down its dependence on advanced
economies from 67.3 per cent on
average for exports and 57 per cent

www.google.com

Pressure on TPP Agreement
US-led talks on a free trade pact in
the Asia-Pacific region have entered in
a potential make-or-break stage. The 11
countries involved in the Trans-Pacific
Partnership agreement met in Auckland,
New Zealand in December to make
progress on a deal expected to be
reached in Bali, Indonesia in October
2013.
With the centre of global economic
activity moving increasingly to the East,
US companies are worried about being
shut out of preferential trading
arrangements in the region at a time of
increasingly fierce competition.
The reelection of Barack Obama has
given more freedom to American
negotiators to deal with demands for
the US to open its sugar, dairy, clothing,
footwear and other markets to more
imports.
(FE, 30.11.12)

Maldives and Nepal at zero basic
customs duty.
However, the trend of India’s
increasing trade surpluses has worrying
as favourable trade balance of
US$10.5bn may lead to other countries
becoming insecure about India pushing
too much for its exports in the region.

for imports during 1991-2000 to
just under half for exports and 41.3
per cent for imports during 200111. Similarly, Iran’s export
dependence on the US and EU has
declined from 68.4 per cent to 44.1
per cent.
While India has pursued a “Look
East Policy” since 1992, which
strengthened its trade ties with
countries of the Association of
South East Asian Nations (ASEAN),
the growth of China as the largest
trading partner of many South
Asian countries has realigned the
direction of trade.
(FE, 05.11.12)
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Trade Winds
India-China Joint Strategy
Displaying enhanced trust, India
and China has formulated an
economic strategy for increasing trade
and ensuring development and
economic growth. The planning
bodies of the two Asian majors signed
11 memorandum of understandings
(MoUs) worth US$5bn allowing market
access to financial institutions to
boost investment and expand
commercial operations.
Most MoUs envisage Chinese
investment which policy-makers feel
the best way to partly offset the
balance of trade currently heavily
skewed in China’s favour. One MoU
gives India a toehold in the
informational technology sector,
which along with pharmaceuticals
and services, is the other focus area
for increasing its presence in the
Chinese economy.
“For enhancing trade and
investment, the thrust would be on an
open trade regime by removing market
barriers, enhancing business
exchanges
and
improving
transportation links,” said Montek
Singh Ahluwalia, Deputy Chairman of
the Planning Commission of India.
(TH, 27.11.12)

Largest Rice Exporter
India has emerged as the world’s
largest rice exporter in 2012, beating
Thailand, with shipment of 9.75mn
tonnes, up from 1.75mn tonnes in
2011. India is followed by Vietnam

(7mn), Thailand (6.5mn), Pakistan
(3.75mn) and the US (3.5mn).
“Global trade for 2012 was raised
by 1.85mn tonnes to a record 37.7mn
tonnes, with India accounting for the
bulk of the upward revision in exports,”
said the US Department of Agriculture.
The global rice production in 2012
was estimated at 464.87mn tonnes.
India is the world’s largest grower.
(FE, 30.10.12)

Counter Anti-Dumping
Solar power developers in India have
united to devise a strategy to counter
anti-dumping duties on solar cells and
panels imported from China and the US.
Developers want to import as global
prices are low.
Developers want to capitalize on this
exceptional opportunity. On the other
hand, manufacturers want to be
protected so that economic value
addition happens within the country.
Manufacturers speak of job creation,
but developers point out that solar
manufacturing does not create many
jobs. A recent study by SEMI, a global
association of nano, electronics and
semi-conductor industries, said that
while 33 jobs are created per mega-watt
of solar capacity, only eight of them are
in manufacturing.
(BL, 03.12.12)
Eyeing Non-Traditional Markets
Facing tough competition from
countries like Bangladesh and Vietnam
in the US and European markets, Indian
apparel exporters have started venturing

into non-traditional markets like Russia,
Mexico, South Africa, Australia and West
Asia.
“Our aim is to increase the share of
exports to non-traditional markets from
24 to 35 per cent. If this happens, the
share of exports to the European Union
would come down to around 40 per cent,”
said A. Shakthivel, Chairman of the
Apparel Exports Promotion Council
(APEC) of India.
AEPC has been organising buyer-seller
meets across the world to tap
opportunities in newer markets. “It is not
easy to penetrate these markets, but there
are positive signs,” he said. (ET, 25.10.12)
Cost Effective Trade
In a joint statement, the Lahore
Chamber of Commerce and Industry and
Federation
of
Indian
Export
Organisations agreed that trade via land
route is most cost-effective as carrying
a container through Wagah-Attari border
costs much lower than that through
Mumbai-Dubai-Karachi.
The consensus was developed at a
meeting between LCCI and FIEO where the
President of FIEO Rafiquee Ahmad spoke
on behalf of Indian exporters, while LCCI
President Farooq Iftikhar presented the
case of Pakistani businessmen.
“We need to provide better
infrastructure to facilitate trade through
the closest route,” they said, adding that
“both the countries should try and
explore ways and means to create
synergies and not get overly competitive”.
(TN, 24.12.12)

India Peeved with US Tactics

I

ndia will strongly take up the issue of the US
continuing to blacklist its select industry for alleged child
labour issue. Though the US Department of Labour’s annual
exercise of identifying countries and sectors using child
labour does not lead to action
against blacklisted countries,
it harms the image of a country
and
influences
buyer
decisions.
The US has blacklisted
India for the fourth year
running for alleged use of child
labour in several sectors such
as
garments,
carpets,
brassware, fireworks. “Over the
past few years we have actively
taken up programmes to curb

12

child labour in child-labour sensitive sectors which does not
get reflected in the US report,” said an official of the Indian
Labour Department.
“It is true that there is child labour in the country, but one
must appreciate the declining
numbers and the efforts
undertaken to curb it. Once the
legislation making child labour a
punishable
offence
gets
implemented, the incidence would
come down further,” the official
said.
According to the National
Sample Survey Organisation of
India, child labour in the country
has come down to about 5mn from
13mn in 2000-01.
(ET, 18.10.12)
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Development Dimensions
Indicators beyond GDP
In the face of a deepening economic
crisis and social resistance to austerity
measures, world leaders are
considering a collective experiment to
include parameters such as well-being
and happiness in national and
international statistics.
The OECD’s World Forum on
Measuring Well-being for Development
Policy Making discussed how to make
the aspirations of the common man
relevant to policy-making and look
beyond GDP as an indicator of progress.
Experts said developing an
internationally comparable well-being
index across countries is key to
measuring economic progress, with
objective and subjective well-being,
sustainable growth, environmental
security and other aspects such as
education, health, income and personal
safety playing a role in national policymaking.
(Livemint, 17.10.12)
Focus on Jobs
Unions are necessary, inclusion
adds to cohesion and growth, a focus
on jobs distinct from the conventional
focus on growth were some of the key
messages of the World Bank’s 2013
World Development Report.
The report surveys a huge volume of
evidence from across the world to
provoke thought rather than prescribe
policies. It argued that policy is
necessarily action-oriented.
Policies to bring about planned
urbanisation will create a dramatic
spurt in desirable jobs, the report said.
But this does not mean that building
towns for the sake of towns will create
jobs or enrich lives. Urbanisation has
progressed in SSA without any
accompanying rise in sustainable
higher productivity jobs, said Martin
Rama, leader of the team that produced
the report.
(ET, 06.11.12)
Record Remittances to India
In 2012, India is expected to receive
record US$70bn remittances, topping
the list of developing countries which
are expected to receive a total of
US$406bn. China will stand second with
US$66bn, followed by Mexico and the
Philippines with US$24bn each.
According to a World Bank report
on Global Migration and Remittances,
ECONOMIQUITY No. 4, 2012

Switch Focus to End Poverty

T

he World Bank is considering an ambitious new goal to end global poverty. The
Chief of the Bank, Dr. Jim Yong Kim, said he is looking at a new target in an effort
to “get right back and make poverty our primary focus.”
The comments are the first clear indication of how Dr. Kim plans to refocus the
World Bank, as the growing wealth of clients such as China casts doubt on its
historic mission of
development
finance.
“The question
we’re asking our
teams is: if our goal
is to end poverty, if
our goal is to do so
by spurring the
development of the
private sector, how
do your activities
line up with those
fundamental goals?” www.cartoonmovement.com
A focus on
poverty could mean a big shift in the Bank’s resources. At present, it makes big
loans in faster-growing emerging markets. Although the goal is to end poverty, the
Bank would try to achieve it by promoting private sector growth and ensuring the
benefits are shared throughout a developing society.
(FT, 05.10.12)
remittances to developing countries are
expected to rise eight per cent in 2013
and 10 per cent in 2014 to reach
US$534bn in 2015.
“Compared to private capital flows,
remittance flows have shown
remarkable resilience since the global
financial crisis, registering a modest
fall in 2009, followed by a rapid
recovery. The size of remittance flows
to developing countries is now more
than three times that of official
development assistance,” the bank said.
(BL, 22.11.12)

Fall in Indian Real Wages
According to the International
Labour Organisation data, India’s real
wages fell one per cent between 2008
and 2011, while labour productivity
grew by 7.6 per cent.
This indicates that the benefits of
the country’s economic growth did not
translate into better pay for workers in
the aftermath of the global financial
crisis.
In contrast, China’s real wage
growth was 11 per cent, while labour
productivity expanded nine per cent.
“This report clearly shows that in many
countries the crisis had a strong impact

on wages and by extension, workers,
but the impact was not uniform,” said
Guy Ryder, ILO Director General.
The report points to sharp
differences between countries and
regions, with wages generally growing
faster in areas where economic growth
is stronger.
(Livemint, 08.12.12)
UK to End Aid to India
Britain will halt all aid spending in
India in 2015 in a significant shift in
relations between the emerging
economic giant and its former colonial
ruler. In 2011, Britain offered India
about US$447mn assistance, focused
heavily on education and health
programmes for impoverished children.
Acknowledging the country’s rising
wealth and status, UK’s International
Development Secretary Justine
Greening said Britain would change its
entire relationship with India.
“Now is the time to move to a
relationship focusing on skills-sharing
rather than aid,” Greening said. “Our
own bilateral relationship has to keep
up with 21st century India. It’s time to
recognise India’s changing place in the
world,” he added.
(FE, 10.11.12)

13

Development Dimensions
Victory for Kenyan Victims
In a landmark judgement the High
Court in London allowed three elderly
Kenyans to go ahead with their case
demanding compensation from the UK
government for their ill-treatment
including torture by colonial forces.
Lawyers for the claimants said they
would seek a trial “as quickly as
possible” but would also press for an
out-of-court settlement. It is hailed as a
historic turn of event despite the
government’s argument that the normal
time limit for bringing civil action of
this nature has elapsed.
The government said that the verdict
had “potentially significant and farreaching legal implications” and
planned to appeal. It argued that
because of the time-lapse it faced
“irredeemable difficulties” in relation
to the availability of witnesses and
documents.
(TH, 06.10.12)
China Slams Distorted View
China’s top official in charge of
fighting copyright piracy slammed what
he said deliberate distortion of the
problem by the Western media. Many
governments have for years urged China
to take a stronger stand against
pervasive violations of intellectual
property rights on products ranging
from medicines to software to DVD
movies sold on the street.
The United States put China, along
with Russia, on its annual list of
countries with the worst records of
preventing the theft of copyrighted

material and other intellectual property.
But Tian Lipu, Head of China’s State
Intellectual Property office, said the
government’s efforts were being ignored.
“China is the world’s largest payer
for patent rights, for trademark rights,
for royalties, and one of the largest for
buying real software. We pay the most.
People rarely talk about this, but it really
is a fact. Our government offices, our
banks, our insurance companies, our
firms … the software is all real,” he said.
(BS, 12.11.12)

Largest Addressable Market
A report by the Boston Consulting
Group said that a billion women are
participants in the global workforce. In
the US they controlled half the country’s
wealth. In addition to their increasing
purchasing power, women make or
influence 60-80 per cent of all
consumption decisions.
According to a global thematic
report of the Espirito Santo Investment
Bank, irrespective of the differences in
culture, religion and geographies,
economic development led to increased
participation of women in the
workforce, as well as more wealth being
‘owned’ by women everywhere.
(BS, 21.10.12)

Extended Patent for Drugs
The European Union (EU) is making
frantic efforts to convince India to
liberalise its patent regime. It insists
that
India
allows
European
pharmaceutical companies to extend

the life of their patented drugs in the
Indian market.
Patents worth an estimated
US$150bn, held by European
pharmaceutical companies, are set to
expire over the next five years. The EU
primarily wants data exclusivity, which
refers to exclusive rights of a company
over the clinical data for its drugs,
without actually holding a patent for it.
“This would allow patent holders to
make slight changes in formulations
once the patent life of a product comes
to an end and immediately file for data
exclusivity,” an Indian official said.
(ET, 03.10.12)

Apple, HTC Settle Patent Battle
Apple and HTC announced a global
patent settlement and 10-year licensing
agreement that ends one of the first
major conflagrations of the smartphone patent wars. It was Apple’s first
major legal salvo against a
manufacturer that used Google’s
Android operating system.
“We will continue to stay laser
focused on product innovation,” said
Tim Cook, Apple’s Chief Executive. Since
Apple sued HTC, its smart-phone patent
war has engulfed competitors such as
Samsung and Google’s Motorola
Mobility unit.
In 2011, the US International Trade
Commission ruled that HTC had infringed
upon one of four patents Apple had
disputed and imposed a sales ban on
some of the Taiwanese maker’s phones
in the US market.
(Livemint, 12.11.12)

Soaring World Food Prices

W
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Amidst this situation, the G20
group of developed and
developing countries called off
an emergency ministerial meeting
to discuss rising agricultural
commodities prices. This comes
at a time when the cost of
agricultural commodities from
corn to soyabeans remains close
to its highest in nominal terms.
Washington, which chairs a
new G20 body focused on
agriculture, said in a statement
that lead countries had decided food commodities markets
were ‘functioning’ and an emergency meeting of the G20 rapid
response forum was not “necessary at this time”.
www.wethesheeplez.blogspot.com

orld food prices are closing
to levels reached during the
2008 food crisis, said the United
Nations Food and Agriculture
Organisation (FAO) while cutting its
forecast for global cereal output.
“Prices are remaining and are
sustained. It is highly unlikely we
will see a normalisation of prices
anytime soon,” said Abdolreza
Abbassian, FAO senior economist.
An international aid agency,
Oxfam, called on governments to
tackle the root causes of food price volatility. “They need to
boost food reserves and strengthen social protection
programmes for populations that are at risk of hunger,” Oxfam
spokesman Colin Roche said.

(ET & FT, 05.10.12)
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Special Article

Only Radical Role Reversal will Slow Climate Change
– Aaditya Mattoo and Arvind Subramanian
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his would make it costly to emit and
to consume emissions-intensive
goods and services, driving the search
for cleaner alternatives. The west must
take the lead in this respect because
China and other developing countries
cannot: significant emissions cuts
would compromise their development
goals. But in the US, Chinese reluctance
to act on climate change has provided
a reason for inaction.
China must remove this excuse by
offering the following deal to the US:
first, any action by the US today to place
a high price on carbon would be
matched by China according to a
precisely specified, and even legally
binding, timetable. Thus, for every
US$10 increase in the price of CO 2
implemented by the US now, China

China must act not just for its own sake
but also to prod the reluctant west to act
to prevent climate change

www.globaltimes

arack Obama’s choice of
destination for his first postelection trip reflects his pivot to Asia.
This potentially friction-laden strategy
needs to be balanced by pursuing the
opportunities for co-operation,
especially in US-China relations.
Climate change would be a natural
starting point and China should take the
lead. Consider why and how.
Domestic problems will naturally
occupy China’s new leaders. But they
ignore at their peril one of the biggest
external threats to China’s long-term
development: climate change. Whether
it is the shrinking of the Himalayan
glacier and the resulting pressure on
water and agriculture, or the threat to
coastal cities such as Shanghai or
urban pollution from carbon, China is
extremely vulnerable.
A technology revolution that allows
more energy to be generated for the same
emissions is the only way to reconcile
climate change goals and the energy
needs of humanity. A crucial first step
to galvanising a private sector-led
technology revolution is a sustained
increase in the price of CO2 emissions
(or carbon price).

would increase carbon prices by, say,
US$5 in 15 years and it would match
fully the US carbon price by 2040. This
assurance would facilitate US action
and also guarantee high long-term
returns to private sector investment in
green technologies.
Second, China would address US fears
that any unilateral carbon price increase
would hurt the competitiveness of its
energy-intensive industries such as
steel, cement and fertiliser. So, for the
duration when carbon prices are greater
in the US than in China, the US would be
allowed to impose limited carbon tariffs
on Chinese exports to help overcome
domestic opposition to increases in
carbon prices.

T

hird, China would ensure strong and
effective intellectual property rights
protection for green technology
developed anywhere in the world.
Fourth, China would also use its
considerable foreign exchange reserves
to finance a global fund for green
technology
development
and
dissemination. Both these measures
would be a direct contribution to

fostering the green technology
revolution.
The contributions will not be
costless for China but they are an
investment whose return will be the
technology revolution that would reduce
the economic costs of its own future
emission cuts. And, over time, India and
other emerging economies can follow,
emulating the Chinese contributions but
staggering them in time and calibrating
their magnitude to take account of their
economic situation relative to China’s.

R

adical role reversal is central to our
approach to climate change
cooperation, reflecting the broader shift
in economic dominance from America
to China.
In fact, China might have to offer not
just carrots but also wield some sticks,
such as threatening trade sanctions in
the event of failure by America and
other industrial countries to raise the
price of carbon.
The role reversal would then be
complete. Yesterday’s presumed
currency manipulator would target
tomorrow’s climate change foot-dragger.

– The writers are the authors of ‘Greenprint: A New Approach to Cooperation on Climate Change’; Excerpts from an article appeared in the
Financial Times, November 19, 2012
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overnment procurement is an important element of the Indian economy. It is not
only for smooth operations of governmental agencies and departments but also
utilised as a tool for promoting and sustaining economic growth and socioeconomic
development.
This report throws some light on the evolving nature of the Indian government
procurement market. Some of these include: size of this market, procurement policy
at the national
and sectoral levels, impact of procurement policy on small and medium
enterprises, types of inefficiencies and what could be done to make the system
better equipped to meet emerging challenges, and preparedness of Indian
companies to exploit the global procurement market.
It also analyses the Public Procurement Bill, 2012, which has been tabled in
the Indian Parliament and analysed various provisions of this Bill vis-à-vis the
WTO GPA and the UNCITRAL Model Law on Public Procurement. It has provided a
set of suggestions and recommendations to make the system more efficient and
underlined the need for capacity building at various levels.
www.cuts-citee.org/pdf/Government-Procurement-in-India_DomesticRegulations-Trade-Prospects.pdf

Economic Effects of Third Party PTAs on India
Analyses of Some Selected Cases

P

We want to hear
from you…

referential Trade Agreements (PTAs) have proliferated across the globe since 1950s due to many benefits it has
offered. When multilateral systems (i.e. WTO in the present context) are hard to coordinate among its entire
member countries along with its complex modalities, a PTA can be an alternative mechanism that involves only a
selected number of countries with a preferable easy platform to negotiate.
This briefing paper intends to identify sectors (in India’s export basket) which face competitive pressure from
some important third party PTAs and highlight the importance of policy preparedness for safeguarding India’s
interests in such sectors.
www.cuts-citee.org/pdf/Briefing_Paper12Economic_Effects_of_Third_Party_PTAs_on_India_Analyses_of_Some_Selected_Cases.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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