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WTO Must Prevail Over Splinter Groups

I

n November 2014, the WTO Members announced that the US
and India had resolved their differences and the US had
accepted that the so-called ‘peace clause’ for public stockholding
would remain in place until a permanent solution is found. In
return, India is expected to ratify the trade facilitation agreement
it blocked back in July.
India has stood firm at the WTO on linking the issue of public
stockholding with moving forward on trade facilitation. At the
Bali Ministerial, it had already secured a temporarily halt to
the WTO cap on domestic support and any dispute settlement
recourse while members worked on a permanent solution.
The issue came to a head when the General Council, the
WTO’s highest governing body, was set to ratify the trade
facilitation agreement (TFA). India was not ready to ratify the TFA without further
progress on finding a solution to public stockholding and thus used the global
trade body to voice its objections and forced members to address the concerns of a
quarter of the world’s poor.
Prior to the breakthrough, diplomatic stress ran high. Many countries were
discussing an alternative to move forward, possibly without India, and even outside
the multilateral trading system. Roberto Azevêdo, Director-General of the WTO,
presented options to resolve the impasse based on his many discussions with
member country delegations. One of the main scenarios Azevêdo posited was the
implementation of trade facilitation amongst certain partner nations that agreed
to move forward. This would essentially support plurilateral agreements made
within the multilateral body. Multilateralism needs more support rather than
breaking it up into seemingly easier plurilateral options.
The allure of countries using plurilateral agreements to progress their trade
interest is not new and is, in fact, rapidly increasing with mega-regional deals
making progress such as the Trans-Pacific Partnership, Transatlantic Trade and
Investment Partnership, Regional Cooperation Economic Partnership, and even
China’s proposed Pacific Rim trade zone (Free Trade Area of the Asia-Pacific).
However, the possibility of plurilateral agreements within the WTO is certainly
new territory. This growing trend of plurilateral and mega-trade agreements may
have been acceptable if the trade between countries only affected those trade
partners. However, this is not the world we currently live in. Trade has consequences
for all countries, directly and indirectly.
With the growth of global value chains, the global market is already becoming
more integrated and thus requires a strong multilateral system of agreed standards
in trade.
If a global system of increased plurilateral and mega-regional trade agreements
is inevitable, at a minimum those negotiating parties, recognising the potential
marginalising effect their deals would have on developing and least developed
countries, must include protective provisions to such eventualities, including
assistance to those countries where direct yet unintended consequences are found.
As WTO members meet at the General Council this December, it is critical to
focus efforts on the multilateral system and not to succumb to the ease and appeal
of plurilateral agreements. Rather, countries must strengthen the inclusivity and
empowerment of the WTO system, particularly for the world’s poorest and
marginalised.
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World Stock Markets Slide as Bad News Mounts Up
Nick Fletcher*

Global stock markets under pressure
Global stock markets came under
renewed pressure in a widespread selloff prompted by fears of a global
economic slowdown, tensions in the
Middle East and the spread of the Ebola
virus.
After another volatile week, the FTSE
100 slumped to its worst level since
October 2013, falling 91.88 points or
1.4 percent to 6,339.97. The index fell
for the third week in succession for the
first time since March.
Since its recent peak of 6,878 in
September, the FTSE has dropped about
8 per cent, close to the 10 per cent level
which stock market analysts label as a
correction.
Meanwhile Germany’s Dax dropped
2.4 per cent to 8,788 and France’s Cac
closed 1.6 per cent lower at 4,073. After
European markets had closed, Finland
was stripped of its top-notch triple A
rating and France warned it faced the
risk of further downgrade to its AA
rating. S&P was the first of the major
ratings agencies to cut Finland’s prized
rating because of its fear the country
could suffer “protracted stagnation”
and its exposure to Russia and the
eurozone. Only Germany and
Luxembourg remain triple A rating in the
eurozone.
The International Monetary Fund
had cut its global growth forecasts for
2014 to 3.3 per cent from the 3.7 per
cent it was predicting in April. While it
expects a pickup to 3.8 per cent in 2015,
it warned its predictions could still be
too optimistic.

UK trade data showed the deficit
falling from £3.1bn in July to £1.9bn in
August, though mainly as a result of a
substantial drop in imports from nonEU countries rather than the hoped-for
surge in exports.
But it is the outlook for China which
has been preoccupying investors
recently, given the country is the driving
force for much of the global economy.
Recent data raised fears of a slowdown,
with a disappointing service sector
survey this week adding more evidence.
Shrinking of economy
Worries about the eurozone came to
the fore after a poor set of industrial
production figures from Germany
was swiftly followed by news of a 5.8
per cent fall in its exports, compared
with expectations of a 4 per cent decline.
The fall was the biggest since January
2009, and showed the effects of the
sanctions on Russia over Ukraine, as well
as the wider slowdown in the eurozone.
Germany’s economy shrank by 0.2
per cent in the second quarter, so a
second consecutive contraction in GDP
in the third quarter would tip it into a
technical recession. There were reports
that the government would lower
its estimates for GDP growth to 1.2
per cent for both 2014 and 2015, from
1.8 per cent for 2014 and 2 per cent for
2015.
Analysts are nervous that Draghi’s
plans to stimulate the flagging eurozone
economy with a bond-buying
programme have still not been fully
implemented and may not be sufficient
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Fears of a global economic
slowdown, tensions in the Middle
East and the spread of the Ebola
virus weighed on world shares

anyway. Other central banks, notably
the US Federal Reserve, have been
gradually turning off the money that has
been supporting the global markets for
the past six years since the global crash
which followed the collapse of Lehman
Brothers.
The prospect of this support ending,
and of interest rates rising, had already
started to unsettle markets. There was
a brief respite from the week’s slide when
the minutes of the latest Federal Reserve
meeting suggested it was in no rush to
raise rates, but this proved short-lived.
Ebola outbreak and Air strikes
News that the first case of Ebola
outside West Africa had been confirmed
in Spain added to the market pessimism,
hitting the travel and leisure sectors
particularly hard. In the two days
following the Spanish case, £2bn was
wiped off the value of leading UK
airlines, travel agents and hotels before
their shares stabilised.
The current geopolitical tensions,
with air strikes on Isis, the Ukraine
situation and the repercussions of the
recent protests in Hong Kong added
more tension.
The prospect of a global slowdown
also hit oil prices. With oversupply and
falling demand, Brent crude fell more
than 3 per cent, standing at just over
US$89 a barrel.
But gold, seen as a haven for
investors in turbulent times, has added
nearly 3 per cent to US$1,220 an ounce,
its best weekly performance since the
end of June 2014.

* Guardian Columnist and Writer of the Market Forces Column; Excerpts from an article appeared in The Guardian, on October 10, 2014
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Economic Issues
Decisions in G20 Summit
The top leaders of the world
descended on Brisbane and took several
crucial decisions. They fixed an
ambitious target of increasing at least
an additional two per cent of GDP of
member countries by the year 2018.
IMF will monitor how reform
activities are being undertaken by
various countries and reports will be
filed according to the assessment. A
strong message was issued to achieve
the ultimate goal of complete gender
equality through empowerment of
women.
Steps are being taken to ensure tax
systems are fair in all the countries
such that they are taxable where the
economic activities have been derived.
Stand on climate change was also
initiated which was not part of original
draft.
(DNA, 16.11.14)
Trust makes the World Go ‘Round’
The world economy is in its worst
shape in two years, with the euro area
and emerging markets deteriorating
and the danger of deflation rising,
according to a Bloomberg Global Poll
of international investors.
A plurality of 38 per cent of those
surveyed described the global economy
as worsening, more than double the
number who said that in the last poll
in July and the most since September
2012, when Europe was mired in a
recession.
Respondents said the European
Central Bank and the region’s
governments are making the situation
worse by pursuing too-tight policies,
and fewer expressed confidence in ECB
President Mario Draghi and German
Chancellor Angela Merkel. (ET, 17.11.14)
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Agenda for 2015-2030
In 2000, the world decided on a
small set of influential targets for 2015,
called the Millennium Development
Goals (MDGs). These goals were
extremely successful, pushing for less
poverty and hunger while getting clean
drinking water and all kids in school.
Now the UN is working on the next set
of targets for 2015-2030.
Economist Alex Cobham, Research
Fellow at the Centre for Global
Development proposes that one of the key
targets for the next global goals should

be ‘Make all beneficial ownership
information publicly available.’
For his two other proposals –
automatic exchange of tax information
between different jurisdictions and
country by-country reporting by
multinationals – it is much harder to
define the benefits, but they are likely
to be highly cost-effective measures.
(ET, 05.12.14)

Rethinking Direction after Crisis
Property purchases by first-time
buyers in November reached their
highest level since the financial crisis
as falling mortgage rates and rising
prices encouraged more people on to
the property ladder.
Figures from the property firm LSL
show that across the UK 34,300 firsttime buyers completed on sales during
the month, the highest number since
August 2007, when the housing market
was reaching its last peak.
The increase was driven by a fall in
the cost of mortgages to a four-year low,
according to the firm, which owns
estate agency brands Your Move and
Reeds Rains and uses data from its sales
and from the Council of Mortgage
Lenders to compile its figure.
(TG, 26.12.14)

G20 to Set up Global Infrastructure Hub

A

global infrastructure hub proposed by G20 nations to help strengthen
economic growth will be based in Sydney and funded by Australia. The Group
of 20 of the world’s biggest developed and emerging economies agreed that a
Global Infrastructure Initiative to share information about matching investors
with projects would be
established,
but
details were sketchy.
The hub’s main
purpose is to cut red
tape and close the
‘ information
gap’
between potential
investors
and
infrastructure projects
as the G20 looks to
spur world economies
by shifting from
government-led growth
towards private sectorled growth.
It has been one of Australia’s main proposals during its presidency of the G20
as the grouping looks to meet a two per cent increase to its combined growth over
five years through economic reform and infrastructure investment. (FT, 16.11.14)
www.caglecartoons.com

The Changing Rule Book
China is changing the rule book for
business, forcing multinational
companies to figure out how to play a
new game or risk losing out on the
world’s second-largest economy. When
China joined the World Trade
Organisation 13 years ago, the
government welcomed foreign
companies, eager for their factories
and technology.
Now China is using its growing
economic and financial muscle to
dictate new terms, as dozens of

American, European and Japanese
businesses face scrutiny for corruption,
monopolistic practices and, most
recently, tax evasion.
With heads of state and corporate
chieftains in Beijing for a major
economic summit in early November,
China’s
increasing
economic
nationalism is expected to be heavily
debated.
The squeeze on multinationals has
coincided with President Xi Jinping’s
consolidation of power and his
increasingly
nationalistic
and
sometimes confrontational stance
toward China’s neighbours and the
(BS, 10.11.14)
West.

3

Economic Issues
Juncker Investment Plan
Leading industrialists voiced
concern over what they see as a lack of
strategic thinking behind the European
Commission President’s recently
announced €315bn investment
programme.
Under Jean-Claude Juncker’s plan,
announced in late November, the
European Investment Bank (EIB) and the
EU budget will contribute €21bn in
guarantees that will allow the EIB to
raise funds in the private capital
markets that can then be invested in
unfunded projects.
EU officials estimate the €21bn will
allow the EIB to raise €60bn by issuing
bonds, with that cash then invested in
projects worth €315bn. Previous
schemes, including a €120bn ‘compact
for growth’ in 2012, have failed to
generate the expected investment.
(FT, 05.12.14)

Fines Imposed on Banks
Poorer countries are having their
access to capital cut off by western
banks following the multibillion-dollar
fines imposed on some lenders for
money laundering and sanctions
violations, the head of Nomura in
Europe has warned.
Several banks have been fined by
financial regulators for breaching
sanctions and money laundering rules.
France’s BNP Paribas paid almost
US$9bn of fines and entered a guilty
plea for providing financing to
customers in Sudan, Iran and Cuba.
The British Bankers’ Association is

pushing for the G20 Summit to examine
the social and economic consequences
of regulation, such as the withdrawal
of banks from financing remittances
companies that help people send money
to many of the poorest parts of the
world.
(FT, 18.10.14)
Oil Share Dips
The share of US imports of crude oil
from Organisation of the Petroleum
Exporting Countries (OPEC) are at their
lowest level in almost 30 years,
underlining the impact of the shale
revolution on global trade flows.
The lower dependence on imports
from the cartel, which pumps a third of
the world’s crude, comes amid advances
in hydraulic fracturing that has
propelled domestic US production to
about 9m barrels a day – the highest
level since the mid-1980s.
The decline in US appetite for foreign
oil, alongside expanding eastern
demand, has meant producers from the
Middle East, West Africa and Latin
America have turned towards Asia.
The impact of the shale boom on
OPEC members has varied, with African
countries. Some analysts says that the
shale boom has threatened the
dominance that Saudi Arabia and other
Middle East producers have enjoyed in
past.
(FT, 24.11.14)
Asian Infrastructure Bank
India has done well to join 20 other
Asian countries to set up an Asian
Infrastructure Investment Bank with an
authorised capital of US$100bn and an

initial subscribed capital of US$50bn.
The US has expressed concerns over the
bank; citing opacity of procedure.
American apprehensions seem
misplaced.
Asian economies need to build lots
of infrastructure and this will cost a lot
of money, far in excess of what any
single source of financing can provide.
Creating one more source of financing
will augment the availability of funding
as well as of expertise in project
formulation and vetting.
It is entirely desirable that new
mechanisms be created for mediating
Asian savings to investment
opportunities in Asia without relying on
the traditional intermediaries in the
(ET, 27.10.14)
West.
Talk Shop Conventions
Group of 20 finance chiefs will warn
that risks to the global economy have
increased in recent months. The global
economic recovery has faltered since a
February G-20 meeting in Sydney, as
signs that Europe risks slipping into
deflation offset more bouyant
economies in the US and UK and the
wealth effects of stock-market gains.
In Asia, Japan’s revival is being
blunted by a sales tax increase and
concerns are mounting that China’s 7.5
per cent growth target for 2014 is
becoming harder to attain.
G-20 economies have submitted
individual plans to boost GDP by an
additional two per cent over five years,
a goal the group committed to in
February.
(ET, 22.10.14)

Highest Honour!!!

F
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The Hindu

rench economist Jean Tirole won the 2014 Nobel Prize
for economics for his work that has shed light on how
governments should regulate powerful companies that
dominate markets, the Royal Swedish Academy of Sciences.
“Jean Tirole is one of the most influential economists
of our time,’’ the academy said. “Most of all, he has clarified
how to understand and regulate industries with a few
powerful firms.’’
The economist has received an 8 million Swedish crown
(US$1.1mn) prize. Tirole’s research showed that market
regulations should be carefully adapted to the conditions
of specific industries, rather than general regulations such
as price caps which can do more harm than good, the
academy said.
It was the first economics prize without an American
winner since 1999.
(BS, 13.10.14)
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World Bank Urges Reform
The World Bank trimmed 2014’s
growth forecast for developing East
Asian economies and urged
governments to improve conditions for
investment and exports.
Economies in the region that
includes China and Southeast Asia
should grow by 6.9 per cent, the
Washington-based bank said. China,
Vietnam, Malaysia and Cambodia are
‘well positioned’ to increase exports, the
bank said.
Malaysia is forecast to grow by 5.7
per cent, up from a forecast of 4.9 per
cent while Indonesia’s growth will
decline to 5.2 per cent from 2014’s 5.8
per cent due to lower commodity prices
and smaller government consumption.
The bank warned the region is
vulnerable to a sharp slowdown in
China, where leaders are trying to boost
domestic consumption and reduce
reliance on trade and investment.
(IE, 06.10.14)

Recession Struck Japan
The recession that struck Japan after
a tax increase in April was deeper than
first. According to the Cabinet Office’s
first estimate, GDP shrank at an
annualised rate of 1.6 per cent between
July and September, amid big cuts in
companies’ inventories and falls
in private investment
However, analysts said that
confirmation of another technical
recession for Japan — it’s fourth since
the Lehman crisis. That brighter data,
ECONOMIQUITy No. 4, 2014

Stagnant Global Wages

W

ages have flat-lined in the developed world as workers fail to benefit from
the uneven global economic recovery. Average real pay in developed
economies rose just 0.1 per cent in 2012 and 0.2 per cent in 2013, according to
the International Labour Organisation’s (ILO) biennial report on global wages.
Workers in several rich economies, including Italy, Japan and the UK, were earning
less than in 2007.
Weak wage growth in such countries has become one of the defining issues of
the post-crisis world, with politicians fretting about stagnant wages for poorer
workers.
The ILO said wage stagnation was not just the result of the 2008 financial
crash, which has pushed up unemployment and lowered economic growth rates in
many economies. It was also the consequence of the long-term forces of
globalisation, technology and the decline of unions.
(FT, 20.11.14)

www.chron.com

Ultra-Rich Getting Much Richer
A bare 0.004 percent of the world’s
adult proportion controls nearly
US$30tn in assets, 13 per cent of the
world’s total wealth. And perhaps
unsurprisingly, the study by the Swiss
Bank UBS and luxury industry consultant
Wealth X said the concentration of money
in the hands of the ultra-rich is growing.
The report said that 211275 million
people qualify as “ultra-high net worth”
(UHNW) – those with assets above
US$30mn. Of them 2325 have more than
US$1bn.
The elite group controls, just over
one- third is in the hands of tycoons in
North America, more than one quarter
in Europe, and 23 per cent in Asia. Of
them 87 per cent are men. (DNA, 22.11.14)

combined with positive employment
data from the US, meant that Japanese
stocks shrugged off the weaker GDP
numbers, closing slightly higher at the
lunchtime break.
“Market participants are looking
more closely at the impact of the
stronger US economy and the weaker
yen,” said Masayuki Kichikawa, Chief
Economist at Bank of America Merrill
Lynch in Tokyo.
(FT, 09.12.14)
Austerity vs. Growth
World policymakers gather in
Washington to ponder how to sustain
economic recovery at a time when the
US is about to turn off its money taps.
That debate has circled within the G20
for three years and is fizzing now in
Europe with France, Italy and others
pressing for a loosening of fiscal straitjackets to allow time for economic
reforms in defiance of Berlin’s wishes.
The Federal Reserve of bond-buying,
a prospect that has already driven the
dollar higher and created jitters about
a reversal of money flows out of
emerging markets back into the US.

The euro zone in the guise of the ECB
has been doing its best to come up with
new stimulus.
(ET, 05.10.14)
Global Economic Growth
The IMF warned that an ‘uneven
recovery is also a dangerous one’ for
the global recovery as it again
downgraded its growth forecasts for
2013, while holding out the prospect of
relief late in 2014.
The fund outlined high medium-term
risks stemming from doubts about the
eurozone’s ability to claw its way out
of its crisis and in US and Japanese
ability to reduce public sector deficits
and debt.
IMF said central banks should
focus to underpin the recovery, it
acknowledged that there were concerns
that the extraordinary stimulus of
recent years might be building some
difficult side effects, such as emerging
market companies increasing foreign
currency borrowing, making the
eventual exit towards more normal
policy difficult.
(FT, 24.12.14)
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US-China Accord
on Climate
Change

U

www.caglecartoons.com

S and China has stunned the
world by signing a new
accord to curtail climate change
by setting a time bound target for
capping carbon emissions. As per
the agreement, US is agreeing to
cut greenhouse gas (GHG)
emissions at 26-28 per cent below
2005 levels by 2025.
China, on the other hand,
agreed to reduce its CO2 emissions
by increasing its non-fossil fuel

share of energy production to
about 20 per cent by 2030. Both
the countries have also decided to
jointly ‘push international climate
change negotiations for the
adoption of a protocol at the UN
climate conference in Paris next
year.’
The signing of this agreement
is looked upon as a stress-bug to
make developing and developed
countries rethink its climate
emission pledges and come up
with resolute commitments for the
2015 UN’s climate change
conference in Paris.
(Mint & ToI, 13.11.14)
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Criticisms Attack US-China Deal
The signing of climate change
agreement between US and China has
been slapped with criticisms
throughout the world. As per World
Bank, this accord would not prevent
global temperatures from rising by 2
degrees celsius.
Furthermore, scientists have
predicted an increased spike in extreme
weather events in the coming future
which will hit world’s poorest the most.
As per top Republicans of the US, this
deal will crush many jobs in the US as
many families are depended on coal
industry for employment.
Sunita Narain, Director General,
Centre for Science and Environment
India, said that the deal effectively
means that China and the US will
converge at a very high per capita
emission levels by 2030 and will get
the world towards a 4 degree centigrade
rise.
(BL, 24.11.14 & ToI, 13.11.14)
Burgeoning Pressure on India?
Climate deal between the US-China
may put pressure on India to reset it
climate goals and come up with
impressive emission cutting targets in
the climate change convention to be
held in Paris in 2015.
Shyam Saran, Former Special Envoy
of the PM on climate change, said, “This
agreement was expected. With a
declared peak year of 2030, China can
continue increasing its carbon
emissions until then, which could be a
questionable achievement for climate
change.”
Whereas, a section within the
government believes the US-China deal
would, by default, give India enough
elbow room to peak its emission some
15 or 20 years beyond 2030.
(ToI, 15.11.14)

HFCs Clamour vs. India
India and US made statements on
working together to reduce production
and
consumption
of
hydrofluorocarbons (HFCs), gases in air
conditioners and refrigerators. Experts
believe that this step does not single a
major breakthrough but will at least
allow the US to claim the leadership
role in effort to tackle climate change.
Keeping in mind its commitments,
India at the 10th Joint Meeting of the

parties to the Vienna Convention and
the 26th Meeting of the parties to the
Montreal Protocol in November, did not
join the opposing nations on amending
the Montreal Protocol to delete the GHG
under it.
Even though this shows India’s
sincere commitment for tackling
climate change issue but this decision
will adversely impact the Indian
refrigeration and coolant industry
which is estimated at over M15000
crores.
(BL, 17.11.14)
Global Biodiversity Outlook
As per the latest report by the UN,
The Global Biodiversity Outlook,
governments throughout the world are
failing to meet goals to protect animals
and plants set out in a biodiversity
plan for 2020 that also aims to increase
food supplies and slow climate change.
The report showed that only five of
53 goals set for preserving nature were
on target or ahead of schedule. This
report estimated that the world would
need to spend between US$150bn and
US$440bn a year to achieve the 2020
goals to ensure the biodiversity of
animal and plant life.
The report urged governments to
take firmer action on climate change in
order to limit stresses on nature such
as damage to coral reefs that are
vulnerable
to
rising
ocean
temperatures.
(Mint, 07.10.14)
Latest IPCC Report
As per the study by the UN’s
Intergovernmental Panel on Climate
Change (IPCC), the risk of runaway
climate change can be prevented
without seriously denting global
economic growth.
This is possible if the countries
worldwide commit to reduce GHG
emissions to nearly zero by the end of
this century. The IPCC report lists
several ways emissions can be lowered,
starting with a higher price on carbon
dioxide.
The report’s tone sounded more
urgent that the previous and states that
emphasis has to laid on more
renewable energy from sources such as
wind farms and the expensive carbon
capture technology on power plants
that governments have been struggling
to introduce for years.
(FT, 03.11.14)
ECONOMIQUITy No. 4, 2014

Environment & Economics
Green Fund Backed with Pledges
In order to fight global warming and
in helping developing and poor nations
to tackle climate change more
effectively, the US pledged US$3bn in
the UN-backed green fund at G20
summit in Brisbane. Japan pledged
futher US$1.5bn, UK with a total of
US$8.5bn.
However, Australia-world’s second
biggest coal, exporter did not pledge any
fund in this meeting. The Australian PM,
whereas, made an impassioned speech
in support of coal stating that by 2030,
80 percent of China’s electricity will be
coal-fed.
With these funding pledges, the G20
leader countries are hoping that the
nations worldwide (specifically, the
developing nations) will come forward
with impressive carbon cut emission
targets in the Paris meeting in 2015.
(FT, 17.11.14 & 15.11.14)

Climate Change Perils: WB
As per the report by World Bank,
some of the world’s most important food
crops could be severely affected by
heatwaves, drenching rains and other
weather extremes, unless tougher action
is taken to reduce the carbon dioxide
emissions produced by burning fossil
fuels.
As per the findings, soybean yields
in Brazil could fall by up to 70 per cent
while wheat harvests could fall by as
much as 50 per cent by 2050 if average
global temperatures rise to 2 degrees
Celsius.
The report also examine claims that
climate change may have played a role
in social upheavals such as the Arab
Spring that forced governments from
power across the Middle East and
North Africa, because of the impact of
higher food prices of crops affected by
drought or other weather extremes.
(FT, 24.11.14)

Indian Ocean’s Warming
A recent study says the Indian
Ocean has been warming consistently
for over a century and at a faster rate
than any other region of tropical
oceans-and this may weaken the
monsoon.
The study has been a major
contributor to the total global sea
surface warming, which may have longECONOMIQUITy No. 4, 2014

term effects on the climate such as
weakening the southwest monsoon and
being detrimental to marine
biodiversity.
Mathew Koll Roxy, Lead Author,
Research and Senior Scientist, Centre
for Climate Change Research at Indian
Institute of Technology Madras stated
that this is the first time scientists have
discovered warming of this rate and
magnitude over the Indian Ocean.
“Earlier analysis were for shorter
periods (e.g. past 50 years), while our
current analysis is with multiple
datasets for the past 112 years,” he
(ToI, 13.11.14)
said.
Resuscitating Ozone Layer
According to the assessment,
carried out by the UNEP and the World
Meteorological Organisation, the
Earth’s protective ozone layer is well on
track to recovery in the next few decades
as a result of concerted international
action against ozone depleting
substances.
The Montreal Protocol has been
successful in reducing these emissions
by more than 90 per cent. The reports
highlights that there have in fact been
decreases in atmospheric abundance of
gases such as chlorofluorocarbons and
halons.
However, the report cautions that

the rapid increase in certain
substitutes, which are themselves also
potent GHGs, has the potential to
undermine these gains. It also notes
that there are possible approaches to
avoiding the harmful climate effects of
these substitutes.
(TH, 12.09.14)
Hefty Pollution Costs to the EU
Air pollution, chiefly from coal-fired
power plants, cost society up to €189bn
in 2012 – equal to the GDP of Finland,
the European Environment Agency (EEA)
said in a report.
It analysed the impact of air
pollution from industry on health
costs, lost working days, damage to
buildings, reduced agricultural yields
and other costs and found the cost was
at least €59bn and up to €189bn in
2012.
Costs fell as EU environment law
and an economic downturn curbed
emissions including CO 2 , nitrogen
oxides, sulphur oxides and particulate
matter, but the researchers said it
would be a challenge to maintain
progress in reducing emissions during
times of economic growth.
Of the 30 biggest facilities it
identified as causing the most damage,
26 were power plants, mainly fuelled
by coal in Germany and Eastern Europe.
(FE, 25.11.14)

UN Calls for Nullifying Carbon Emissions by 2070

T

he latest UN report warns the world to cut CO2 emissions to zero by 2070 to
keep global warming below dangerous levels and prevent a global catastrophe.
The report highlights the pertinence of directing some degree of negative CO2
emissions in the second half of the century, through technologies such as carbon
capture and storage or geo-engineering.
“Consideration
should also be given to
compensatory schemes
for investors in fossil
fuels companies to
address the stranded
assets issue”, said
Jacqueline McGlade,
Chief Scientist of United
Nations Environment
Programme (UNEP).
The government can
www.caglecartoons.com
check climate change at
manageable costs but need to cut GHG emissions to limit risks of irreversible
damage. Unfortunately, the EU did not supported UNEP’s call for zero GHG emissions
by 2100.
(BL, 02.11.14 & TH, 21.11.14)
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Sustainable Development Economics
Jeffrey D. Sachs*
Shift towards new economic theory
Two schools of thought tend to
dominate today’s economic debates.
According to free-market economists,
governments should cut taxes,
reduce regulations, reform labour laws,
and then get out of the way to let
consumers consume and producers
create jobs.
According to Keynesian economics,
governments should boost total demand
through quantitative easing and fiscal
stimulus. Yet neither approach is
delivering good results. We need a new
Sustainable Development Economics,
with governments promoting new types
of investments.
Free-market economics leads to
great outcomes for the rich, but pretty
miserable outcomes for everyone else.
Governments in the US and parts of
Europe are cutting back on social
spending, job creation, infrastructure
investment, and job training because
the rich bosses who pay for politicians’
election campaigns are doing very well
for themselves, even as the societies
around them are crumbling.
Yet Keynesian solutions have also
fallen far short of their promised
results. Many governments tried
stimulus spending after the 2008
financial crisis. After all, most
politicians love to spend money they
don’t have. Yet the short-term boost
failed in two big ways.
First, governments’ debt soared and
their credit ratings plummeted. Even the
US lost its AAA standing. Second, the
private sector did not respond by
increasing business investment and
hiring enough new workers. Instead,
companies hoarded vast cash reserves,
mainly in tax-free offshore accounts.
The problem with both free-market
and Keynesian economics is that they
misunderstand the nature of modern
investment. Both schools believe that
investment is led by the private sector,
either because taxes and regulations
are low or because aggregate demand
is high.
*
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The problem with
free-market and
Keynesian
economics is that
they
misunderstand
modern
investment
Yet private-sector investment today
depends on investment by the public
sector. The key is to reflect on six kinds
of capital goods: business capital,
infrastructure, human capital,
intellectual capital, natural capital,
and social capital. All of these are
productive, but each has a distinctive
role. These six forms of capital work in
a complementary way. Business
investment without infrastructure and
human capital cannot be profitable.
The key to development was basic
education, a network of roads and
power, a functioning port, and access
to world markets. Today, however, basic
public education is no longer enough;
workers need highly specialised skills
that come through vocational training,
advanced degrees, and apprenticeship
programmes that combine public and
private funding. Transport must be
smarter than mere government road
building; power grids must reflect the
urgent need for low-carbon electricity;
and governments everywhere must
invest in new kinds of intellectual
capital to solve unprecedented
problems of public health, climate
change, environmental degradation,
information systems management, and
more.
Governments, in short, need longterm investment strategies and ways to
pay for them. They need to understand
much better how to prioritise road, rail,

www.i.unu.edu

power, and port investments; how to
make investments environmentally
sustainable by moving to a low-carbon
energy system; how to train young
workers for decent jobs, not only lowwage service-sector employment; and
how to build social capital, in an age
when there is little trust and
considerable corruption.
The probable answer
But all countries now need more
than five-year plans; they need 20-year,
generation-long strategies to build the
skills, infrastructure, and low-carbon
economy of the 21st century. The G-20
recently took a small step in the right
direction, by placing new emphasis on
increased infrastructure investment as
a shared responsibility of both the
public and private sectors.
We need much more of this kind of
thinking in the year ahead, as
governments negotiate new global
agreements on financing for
sustainable development (in Addis
Ababa in July 2015); Sustainable
Development Goals (at the United
Nations in September 2015), and
climate change (in Paris in December
2015). These agreements promise to
shape humanity’s future for the better.
If they are to succeed, the new Age of
Sustainable Development should give
rise to a new Economics of Sustainable
Development as well.

Professor of Sustainable Development, Health Policy and Management and Director, Earth Institute at Columbia University; Excerpts
from an article appeared in the Mint, on November 26, 2014
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India’s Tough Stand on Food Security
Tulsi Jayakumar*

I

ndia’s tough stance at the WTO over
public stockpiling of food grain and
its dispute resolution with US is being
portrayed as another instance of the
trade brinkmanship. With the signing
of the indefinite ‘peace clause’, India
can continue with its food subsidy
programme pending a permanent
settlement of the issue. But is it right to
look upon this as brinkmanship?
While India seems to have won this
round, South Asia security affairs
expert Teresita Schaffer suggests that
the incident may strengthen and
vindicate India’s stance to use
‘brinkmanship tactics’ in trade
negotiations, in turn souring relations
with Washington.
Earlier too, Western
commentators had criticised
the government’s refusal to
play ball with regard to the
Trade Facilitation Agreement
(TFA).
Not in agreement
It is true that the earlier UPA
government had agreed upon
the TFA and a reversal of stance
by the new government in July
may have raised questions on
the credibility of India’s
political system. Equally,
India’s refusal to approve the
TFA in July had only a handful
of supporters among the 160
WTO members.
Developed countries oppose
developing country food security
programmes based on the contention
that they represent implicit subsidies
under the WTO’s Agreement on
Agriculture (AoA). India’s national food
security programme was seen as one
such subsidy.
The difference between the (higher)
administered prices and current market
prices represented a subsidy under AoA,
which, it was alleged, could be used to
build food surpluses that could be
dumped into international markets.

*

These allegations of implicit
subsidies were problematic. One, the
‘subsidies’ appeared larger on account
of the AoA’s selection of international
prices in 1986-88 as the reference
point. The food price changes since then
render this base outdated. A more
recent base year is called for to
accurately assess the real value of the
subsidy.
More importantly, a deeper analysis
of the economics of the food security
row reveals the hypocrisy of developed
countries with their larger food support
programmes. US domestic support in
2010 under the AoA, for instance,
amounted to US$120.5bn, as opposed
to India’s US$12bn in food subsidy.

Food exports
The two major food grain
distributed under India’s food security
programme are wheat and rice. RBI
data indicates that for the period 200001 to 2013-14, the government’s
procurement of rice and wheat went up
by 47 per cent and 53 per cent,
respectively.
The government’s additions to
stocks of rice over the period were of
the order of 31 per cent. In the case of
wheat, paradoxically, stocks fell by 17
per cent. This is not enough to suggest

that the Government influenced
international food grain availability
and prices, through official stocks.
Perusal of export data presents a
different picture. Indian exports of rice
are mainly of two types — the aromatic
Basmati and the non-Basmati rice
varieties. While the quantity of basmati
rice exports increased by 316 per cent,
that of non-Basmati exports rose by 862
per cent over 2000-01 to 2012-13; the
quantum of wheat exports rose by 279
per cent.
More staggering is the increase in
the value of rice and wheat exports in
US dollar terms. Thus, while the value
of rice exports over the period
increased by 670 per cent, that of wheat
exports increased by a
whopping 2029 per cent. At the
heart of the row are the
growing Indian exports of food
grains, and their potential
effects on global food grain
prices.
Brinkmanship?
The TFA sought easier
market access for developed
countries
through
improvements of ports and
other trade infrastructure. This
involved additional capital
costs for developing countries
together with opportunity
costs
in
terms
of
developmental expenditure foregone.
Moreover, the TFA was only one
element of the Bali package; food
security and policies to support LDCs
constituted the remaining two.
By ‘reneging’ on its ‘commitment’ to
implement the TFA, India seemed to have
used trade brinkmanship to threaten,
‘the first global trade reform since WTO
was set up in 19 years’.
However, even a suggestion of such
a nature represents a failure to
understand the true economics of the
food security row, as also a genuine
concern of developing country needs.

Teaches Economics at the SP Jain Institute of Management & Research, Mumbai; Excerpts from an article appeared in
the Financial Times on November 19, 2014
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Trade Winds
China Pledges Fund to Build Silk Road
Chinese President Xi Jinping
announced US$40bn fund to build mega
Silk Road projects criss-crossing Asia,
ahead of the key APEC summit to be
attended by top global leaders to
bolster infrastructure in the
region. This sum was announced at a
summit attended by leaders of
neighbouring countries including
Pakistan and Bangladesh.
The summit was hosted by China in
order to strengthen its connectivity and
improve cooperation in neighbouring
country and firming up support for its
mega 21st century Silk Road Economic
Belt and the Asian Infrastructure
Investment Bank.
Chinese President invited Indian PM
Narendra Modi to attend the summit
during their first meeting in Brazil.
However, Indian PM could not make it
to the summit due to his commitments
to attend East Asia Summit in Myanmar
followed by G-20 leaders meeting
in Australia.
(BL, 08.11.14)
US-Brazil to End Cotton Dispute
The US and Brazil reached a
US$300mn agreement to resolve a
dispute over cotton subsidies that has
bedevilled the two nations for more
than a decade. Under the agreement, the
US will pay a lump sum of US$300mn
to Brazilian cotton farmers and modify
its support for domestic cotton
programmes.
Brazil will forfeit US$829mn in
WTO-granted sanctions against US

goods and services annually – a
portion of which had been allocated for
cross-retaliation
against
US
intellectual property rights.
The cotton dispute dates to a WTO
complaint filed in 2002 by Brazil over
US subsidies to its cotton growers.
Brazil, which claimed the practice
disrupted trade, won the case and was
allowed to levy US$830mn in penalties
against a wide swath of companies.
(FT, 01.10.14)

Growth Corridor for India-China
A track II initiative, within a subregional forum, BCIM (BangladeshChina-India-Myanmar), has proposed
a growth corridor between Kolkata in
West Bengal and Kunming in Yunan
province of south west China.
The corridor will boost bilateral
trade and tourism. However, West
Bengal refused to send any officials to
the recently concluded 10th meeting of
the track II initiative. There are some
serious apprehensions about the route.
The main worry for India is the
existing huge trade imbalance. The
opening up of the trade route may flood
the Indian market with Chinese products
and further increasing the trade
imbalance.
(TH, 02.12.14)
Mega Regional Trade Deal
The sixth round of RCEP talks
between 10-member ASEAN bloc, India,
China, Japan, Korea, Australia and New
Zealand will be held in Greater Noida
during December 1-5 to liberalise trade

of goods and services besides finding
ways to boost investment.
There will also be discussions on
cooperation in competition law issues,
strengthening implementation of IPR,
standards and technical regulations,
conformity assessment procedures,
rules of origin, custom procedures and
trade facilitation.
The aim is to conclude RCEP
negotiations by December 2015. The 16
countries, in this round of talks, will
try to fix timelines for ‘initial offers’ to
(FE, 30.11.14)
reduce tariffs in goods.
Members Query India’s Sugar Subsidy
Some WTO members (like Canada,
Australia, EU) are questioning the
agriculture subsidies notified by India,
charging that the country may have
under-stated the actual figures. India’s
decision to notify the subsidies in US
dollars rather than the rupee is
particularly under the scanner.
Using the dollar, which has
strengthened significantly since the
reference price for calculating
subsidies was fixed in 1986-88, brings
down the domestic support figure, they
argue. Whereas, India maintains that
its subsidy notifications were strictly
in line with the WTO rules and that its
subsidies were well within the capped
limits of 10 per cent of agriculture
production.
Japan
questioned
India’s
classification of farmers with relatively
large farmland in the low income or
resource-poor category.
(BL, 16.11.14)

India Faced Pressure at RCEP Negotiations

I
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The Economic Times

ndia faced pressure at the Regional Comprehensive Economic
Partnership (RCEP) negotiations from members such as the ASEAN
bloc, Japan and South Korea to delink goods from services and to
conclude a free trade pact in goods alone. The sixth round of RCEP
negotiations was held in New Delhi on December 01-05, 2014.
New Delhi, however, is unwilling, following its bitter experience
with the 10-member ASEAN countries with which it had agreed to
sign a FTA in goods alone first. Negotiation on RCEP, which will be
the largest trading bloc in the world accounting for 45 per cent of
population and combined GDP of over US$21tn, began in 2013 and
is scheduled to be concluded by 2015.
India which is not a part of the Trans-Pacific Partnership (TPP)
and the Transatlantic Trade and Investment Partnership (TTIP) is
keen to be a part of the RCEP despite China’s presence in the grouping
and knowing well Indian industry’s inability to cope with open
competition from China.
(Mint, 08.12.14 & BL, 26.10.14)

ECONOMIQUITy No. 4, 2014

Trade Winds

Improving Regional Connectivity
In a bid to step up India’s
engagement with the 10-nation ASEAN
bloc, Prime Minister Narendra Modi
was expected to pitch for improving
regional connectivity to give a boost to
trade and people-to-people contact at
the upcoming summit meeting.
The plan will also focus on security
architecture in the region. An ambitious
project is underway to develop a 3,200km highway linking India, Myanmar and
Thailand.
Modi was slated to leave for
Myanmar to attend the 12th ASEAN-India
summit and the 9th East Asian summit
on the first leg of his three-nation
foreign tour that will also take him to
Australia and Fiji.
(IE, 08.11.14)
US-China IT Trade Deal
The US and China have achieved a
breakthrough that paves the way for the
slashing of tariffs globally on high-tech
goods and may mark the start of a new
phase in the trade relationship of the
world’s two largest economies.
The new deal forged by Washington
and Beijing at the APEC summit was set
to pave the way for the enlargement of
the Information Technology Agreement
(ITA) and the recommencement of the
first significant tariff-cutting deal at the
WTO in nearly two decades.
The ITA first went into effect in 1997;
ECONOMIQUITy No. 4, 2014

Deepening Economic Ties

A

historic roadmap for the Free Trade Area of the Asia-Pacific (FTAAP) has been
sketched out at the ongoing Asia-Pacific Economic Cooperation (APEC)
ministerial meetings in Beijing. Officials at the two-day APEC Ministerial Meeting
reached consensus to comprehensively and systematically push forward the FTAAP
process.
The ministers also agreed to take substantial actions for strengthening regional
economic integration. When established, the FTAAP would be one of the largest FTA
in the world, covering about half of global economy and trade.
The meeting has also decided to adopt an anti-corruption proclamation and
set up a law enforcement network to allow for cross-border cooperation in the
anti-graft field.
(BS, 08.11.14)

www.media.cagle.com

Enhancing India-ASEAN Trade
Commerce and Industry Minister
Nirmala Sitharaman said that the
government hopes India’s trade with
ASEAN will touch US$100bn by 2015.
Indo-ASEAN trade is at the US$80bn level
at present.
India signed a Free Trade Agreement
(FTA) on goods with ASEAN in 2009. The
FTA in services and investment will come
into force with effect from July 01, 2015.
The Minister added that India’s ‘Look
East Policy’ has become sharply
focussed as one of “Act East Policy”.
The Minister also said that IndiaCLMV (Cambodia, Laos, Myanmar and
Vietnam) trade is at present limited to
a few items and there was tremendous
scope to deepen and widen the trade
basket to also include skill
development, agricultural products,
manufacturing, project exports and
energy among others.
(BL, 11.11.14)

however, the scope of the deal has never
been increased despite the tectonic
advances in technology in the past 17
years. Negotiations over widening the
breadth of IT products covered by the
pact were first launched in 2012, but
had largely stalled due to continuing
disagreements between the US and
China.
(BL, 11.11.14 & FT, 12.11.14)
Affirmative Ties
Prime Minister Narendra Modi held
talks with Nepalese counterpart Sushil
Koirala on key strategic issues,
including defence and security, after
which 10 agreements, including a pact
on US$1bn assistance to Nepal, were
inked.
The agreement for Line of Credit was
also signed between Nepal finance
ministry’s Joint Secretary Madhu Kumar
Marasini and Deputy Managing
Director of Exim Bank David Rasquinha.
The two countries also signed Motor
Vehicles Agreement under which permit
would be given to vehicles to ply on
designated routes in each other’s
country.
India and Nepal also inked three
twin-city pacts between Kathmandu-

Varanasi, Janakpur-Ayodhya and
Lumbini-Bodh Gaya. A pact was also
signed on a project development
agreement over the 900 megawatt
hydro-electric project on the Arun river
in Nepal.
(BS, 26.12.14)
India to Expedite CECA
India will soon begin negotiations
on a free trade agreement (FTA) with the
Customs Union of Russia, Kazakhstan
and Belarus. The Commerce Ministry has
sent a proposal to the Cabinet Committee
on Economic Affairs (CCEA) for setting
up a joint study group to examine the
feasibility of a Comprehensive
Economic Cooperation Agreement
(CECA) with the Customs Union of
Russia, Kazakhstan and Belarus.
CECA is a comprehensive FTA that
involves dismantling of tariff and nontariff barriers for trade in goods and
services and freer flow of investments.
The joint study group will take six
months to a year to outline strategy for
the FTA, which will include goods,
services and investment. This could be
the first trade pact initiated by the
Narendra Modi-led government.
(ET, 23.10.14)
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Trade Winds

List of Products to be Expanded in ITA

A
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new plurilateral agreement to be executed at the WTO, will
have 52 core ITA Group countries like US, European Union
(EU), China, Japan, Canada etc. expanding their list of products in
the existing Information & Technology Agreement (ITA) with the
intent to reduce import duty for over 200 IT products worldwide.
Negotiators from respective countries will congregate at the
EU’s Geneva office to negotiate the final list of products and the
number of sensitive items (immune from tariff reduction) that
each country can maintain after the agreement comes into
force.
Despite the upbeat atmosphere, few major WTO members like
India and Brazil have opted out of the ITA-II negotiations citing
concerns that previous agreements have had an adverse effect on
their domestic hardware industry while failing to generate
employment and imposing a huge foreign exchange bill.
(Mint, 03.12.14)

EU’s Concern at India’s Telecom Rules
The EU raised concerns about India
pursuing the policy of local content
requirements in various industrial
sectors, especially electronic products
(US$31bn in 2013-14).
In order to reduce dependence on
foreign products, India has made it
mandatory for all government
departments to have 30 per cent of their
purchases sourced from indigenous
companies.
The private sector has however been
exempted from this rule. Although India
is not a signatory to the WTO Agreement
on Government Procurement, New Delhi
said that it was ready to give
clarifications to other members on this
matter on a strictly voluntary basis.
(BL, 06.10.14)

IMF Lauds WTO Decisions on TFA
The IMF has welcomed the WTO
Agreement on Public Stock Holding for
Food Security, paving the way for
signing the TFA for easing global custom
rules.
IMF Managing Director, Christine
Lagarde, said that these decisions
reaffirm the commitment of the
international community to an open
trade system. They also provide an
important opportunity for advancing
multilateral trade negotiations in other
areas, which is essential to bolster
global growth, create jobs and reduce
poverty.
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The historic TFA would now need to
be ratified by governments of
individual member countries, including
India, for coming into effect, which is
expected to happen in 2015.
(ET, 29.11.14)

Resolving Ambiguities
The US will advocate on India’s
behalf at the WTO regarding issues
arising from its food security
programmes which provide support
and subsidy to farmers. Farm support
that increases production and skews
the market price is considered trade
distorting, a major issue at the WTO.
Food prices have been on the rise
since 2007 and food-importing
countries are not keen on subsidy
reduction in developed countries, as
this increases the cost of their food
imports. Indian farmers sell at a
minimum support price that is less than
half the total subsidy price that farmers
get in China or Brazil.
Moreover, farm subsidies do not
reach over half the intended
beneficiaries. With the new TFA being
drafted, the government must insist on
deleting all unresolved ambiguities in
the international trade architecture
before a final agreement is inked.
(IE, 20.11.14)

India-US Breakthrough
India and US have resolved
difference over public stockholding of

food grains with the US agreeing to an
indefinite ‘peace clause’ pending a
permanent settlement.
This paves the way for full
implementation of the WTO’s TFA, the
first multilateral trade agreement to be
concluded in the history of the WTO.
The clause safeguards support prices
for farmers against the WTO’s limits on
agricultural subsidies.
The bilateral deal entered between
India and the US, which will have to be
endorsed by the WTO’s General Council
provides for an open-ended peace
clause until a permanent solution on
the issue of farm subsidies linked to
national food security programmes is
(BL, 13.11.14)
arrived at.
Farmers’ Groups Still in the Dark
Members of farmers’ organisations
are unsure of how the India-US
agreement on farm subsidy at the WTO
would affect them given the paucity of
information released.
Yudhveer Singh, the General
Secretary of the Bharatiya Kisan Union,
was sceptical about the government’s
desire to help small farmers. He stated
that the negotiations should not be
carried on the name of food security
but in terms of agricultural subsidies
which create a level playing field.
Farming in the US and Europe is
largely run by companies, almost 80
per cent, which are heavily subsidised
by their governments.
(BL, 13.11.14)
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Development Dimensions
India Urges Higher Pay for Gulf Workers
India has sharply increased the
minimum salaries recommended for
Indian workers at private and public
firms in the six-nation Gulf
Cooperation Council. Indians employed
in the oil exporting states of the Gulf
constitute the largest group in the
migrant worker population.
The Indian government cannot
dictate the pay of its citizens in the Gulf;
labour recruiters in countries make that
decision. However, the Indian
government would deny emigration
clearance to those workers offered
wages below specified minimums.
The strategy could backfire if gulf
countries decide to hire from other
labour supplying countries like
Pakistan and Bangladesh but if this
effort succeeds then it could boost the
Indian economy as migrants send much
of their pay home.
(DNA, 18.11.14)
Government to Modify IPR Policy
The India US joint statement for
establishing a high-level IP Working
Group and the Commerce Minister’s
remark on a new Intellectual Property
Right (IPR) policy has led to speculation
about a shift.
A section of the pharma industry
feels that the government may give more
importance to foreign direct investment
(FDI) than pushing for a diluted IPR
regime that India followed so far. The
Indian patent statute is fully Trade
Related Aspects of Intellectual Property
Rights compliant but there are some
provisions, such as compulsory
licencing which are not fully consonant
with the global patent regime for
pharma sector and there is pressure on
India to remove it.
Experts opine that any ill-conceived
amendment to the patent statute will
affect access to medication or result in
low quality patents affecting costs.
(DNA, 14.10.14)

Hypnos-Hosur to Explore Settlement
Intellectual Property Appellate
Board asked UK based luxury-bedding
firm Hypnos Ltd. which supplies beds
to the royal family in Britain and Hosur
Coir Pvt Ltd to explore a settlement in
their dispute for trademark Hypnos for
their bed and mattress products.
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Hypnos Ltd. claims ownership to the
mark and says it has been in existence
since 1927 while Hosur Coir Foam has
registered the mark since 2008 in
category of furniture and goods not
included in other classes of various
materials.
Hypnos’ trademark application
filed later under the same category is
pending. It entered the Indian market
(BS, 02.12.14)
in 2008.
UN Urged to End Secret Deals
In an open letter, a coalition of
NGOs, UN associations and former UN
officials demanded a fair and
transparent process for selecting the
Secretary General of UN. They deemed
the earlier process as outdated and
incompatible under which the five
permanent members of Security Council
may veto any candidate.
The letter’s signatories including
Amnesty International, Civicus and
Avaaz feel that in a world confronted
with increasingly dangerous civil wars
and terrorism, it is important for all
UN members to be involved in the

selection and appointment of future
leaders of UN.
They also urged UN to come up with
an official shortlist and hold open
sessions in which all states can
question the nominees. (TH, 10.11.14)
Infrastructure Needs Concrete Actions
Proposals to stimulate global
infrastructure spending announced by
the G20 in Brisbane have had mixed
reviews. Many argue that increased
involvement by institutional investors
in infrastructure is essential with an
estimated US$57tn needed by 2030 to
finance energy, water, transportation
and social projects globally.
But meeting this requirement is
difficult with governments facing
budgetary constraints and banks
retreating from financing long-term
projects.
The G20 action plan includes the
creation of a global infrastructure hub
to help match potential investors with
shovel ready projects that can be
started without lengthy delays.
(FT, 24.11.14)

Peace Nobel Awarded to Malala and Satyarthi

K

ailash Satyarthi of India and Malala Yousafzai from Pakistan received the
Nobel Peace Prize for 2014 for their pioneering work on promoting child rights
in the subcontinent, as they made an impassioned plea to globalise compassion.

Paresh Cartoons

“Satyarthi and Yousafzai are precisely the people whom Alfred Nobel in his will
calls champions of peace,” Chairman of the Norwegian Nobel Committee Thorbjorn
Jagland said in his speech before awarding them the prestigious prize in Oslo.
According to the International Labour Organisation there are about 168 million
child labourers globally. There are roughly 60 million child labourers in India
alone. Satyarthi’s NGO Bachpan Bachao Andolan (Save Childhood Movement) prides
itself on liberating over 80,000 children from bonded labour in factories and
workshops across India.
(TH, 11.12.14)
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Differences on
IPR widen
between
US-India

U

S expressed disappointment

at the stature of a joint

working group on the IPR issue
accusing India of backtracking
from a commitment to appoint a
high level bureaucrat at the head
of the group at a ministerial level

The Economic Times

trade policy forum meeting.

The US has complained about
poor protection and enforcement
of IPR in India and threatened to
downgrade India to ‘priority
foreign country’– a category of
serious offenders that could invite
US sanctions.
Meanwhile,

multinational

corporations including PepsiCo
have come in favour of India’s IP
regime by stating that complaints
against the Indian patent regime
ought to be viewed in the light of
the overall record.
(IE, 03.11.14 & Mint, 28.11.14)
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Alibaba Battles Fake Goods Online
At the World Internet Conference,
Wuzhen, Jack Ma, Chairman of Alibaba
said that greedy customers are to be
blamed for the fake goods on the
internet and that Alibaba provides tools
to its customers to distinguish fake
from the genuine.
His comments were a departure
from Alibaba’s usual public message
during the record breaking US$25bn IPO
in September.
Taobao was named a notorious
market by US trade representative for
violation of IPRs countering which Ma
said that having roughly 8 million third
party sellers, Alibaba views the issue
of counterfeit goods very seriously and
acts immediately on such issues.
Further, Taobao could not have
achieved Rmb6.7bn online sales daily
if the products sold were counterfeit.
But a trawl through the website shows
listing of big brands’ products at
minimal prices.
(FT, 24.11.14)
India: World’s Largest Youth Population
As per the United Nations
Population Fund’s State of the World’s
Population report, India has the largest
youth population in the world with 356
million 10-24 year olds, followed by
China, Indonesia, the US, Pakistan,
Nigeria, Brazil and Bangladesh.
It further said that economies of
developing countries could see new
heights by investing in education and
health of people and their rights, which
includes 600 million adolescent girls
with specific needs and aspirations.
The report entitled ‘The power of 1.8
billion’ added that 28 per cent of India’s
population falls in the bracket of 1024 year-olds and growth in this bracket
is fastest in the poor countries.
(FE, 19.11.14)

Cyberspace Regulations Mandatory
At the World Internet Council at
Wuzhen, it was claimed by China that
their Cyberspace regulation framework
could preserve internet stability
considering the success of Alibaba.
Lu Wei, China’s Internet Chief and
Director of State Internet Information
Office, said that cyberspace should be
free and open but must follow the rule
of law.

With the success of Alibaba and 632
million people online, China is a market
no one wants to miss. Known for its
Great Firewall, Chinese government
blocked a swathe of websites like
Twitter, Facebook, YouTube, Google,
Instagram under its censorship
campaign making its intent very clear.
(DNA, 20.11.14)

India to Top Global Remittances
Owing to the Rupee firming up to
the Dollar and the dampening of the NRI
deposits, India’s growth would only be
1.5 per cent over the previous year’s
US$70bn but still retaining the top
position in the chart of remittances
inflow considering India being the
largest emigrant stock in the world,
said the World Bank.
Further, remittances to developing
countries may increase by five per cent
and globally by 7.5 per cent as per its
Mitigation and Development brief. With
India and China leading the charts,
followed by Philippines, the Asian
giants are likely to receive 23 per cent
of the global remittances’ share.
The remittances flows to India
amounted to only 3.7 per cent of the
GDP in 2013 in contrast with other
smaller countries mostly dependent on
remittances flow.
(BS, 07.10.14)
West Obstructing Graft Sweep
Xu Hong, Head, Foreign Ministry’s
Treaty Department said that the
cumbersome legal procedures and
biased judges of the west were an
obstruction to China’s Operation Fox
Hunt.
It aimed at tracking down suspects
who fled the country and the Anticorruption campaign launched by the
President which netted more than 50
ministerial or higher rank officials.
Xu expressed China’s willingness to
deport suspects even in absence of a
formal treaty on basis of reciprocity.
But even though US and Canada have
extradited suspects to China in high
profile cases, Beijing refused to
extradite Li Ang who was convicted of
manslaughter of his girlfriend in
Vancouver and later found him not
guilty and eligible for parole.
(FT, 27.11.14)
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Sustainable Development Goals
Eight Ways to Make Reality Match Ambition
Alex Evans*

N

*

The development
targets that will
come into force
next year reflect
high ideals, but
delivering on
them will involve
a transformation
of the global
economy
• Global climate policy would be
driven by an independent body with
powers to advise on the right level
for a carbon budget and monitor
countries’ performance against their
shares of it – just as the independent
committee on climate change does
in the UK under the 2008 Climate Act.
Politicians, with their short-term reelection imperatives, will always
have a conflict of interest when it
comes to taking hard, long-term
decisions
about
emissions
reductions.
• This global carbon budget would be
shared between countries on an
equal, per capita basis. The need for
fair sharing of a safe emissions
budget is unavoidable. This would
set the stage for emissions trading
to become a massive new source of
development finance, potentially
much bigger than aid, and especially
for the world’s lowest emitters: the
least developed countries.
• Dividends from using natural
resources like land, water and the
atmosphere, which belong to all of
us, should accrue to society at large.
Oil and mineral wealth, for example,
would be recognised as the property
of all a country’s citizens – and
regarded as stolen assets when the
proceeds from selling such resources
were manifestly benefiting vested
interests rather than the people.

Paresh Cartoons

ext year, governments will agree a
new
global
development
framework of breathtaking ambition.
We already know the likely shape of the
sustainable development goals (SDGs),
which will include targets ranging from
ending poverty to reducing inequality
both within and between countries; from
better governance and peaceful
societies to action on climate change,
ecosystem restoration, and a big shift
towards sustainable consumption and
production.
But the real test of governments’
commitment isn’t the loftiness of the
goals. It is what they are prepared to do
to reach them. The SDGs are far more
ambitious than the millennium
development goals (MDGs), which they
will replace, and delivering them will
be harder. Unfortunately, there seems
little prospect of a deal on delivery that
is as ambitious as the goals themselves.
What would it look like if the world
was serious about a major
transformation of the global economy
to achieve these goals by 2030? Here
are eight ideas.
• Wealthier countries would get much
more serious about assessing their
domestic policies for potential risks
to fragile states. They would look at
arms sales, financial regulation and
money-laundering, anti-bribery and
anti-corruption legislation, tax
havens, extractive industries and
drug prohibition. They would subject
their policies to rigorous risk
assessment – and ensure these
assessments triggered ministerial
and/or parliamentary discussions
where necessary. And they would
make the whole process transparent.
• They would subject their economic
policies to a similar assessment –
especially in high-impact areas like
tax, subsidies, trade and migration.
Assessing the international impact
on food prices of domestic biofuel
mandates, for example, would be
conducted as a matter of course.

• Governments would make a
presumption against intellectual
property in areas of high development
or sustainability impact. We need a
much more open system for socially
and environmentally valuable
technologies, including greater use
of royalties, prize funds or advance
purchase commitments – and much
more public funding for research and
development.
• We need a financial system built for
the long term. With global equities
worth US$50tn and sovereign and
intergovernmental debt of US$100tn,
there’s no shortage of capital looking
for yield. But in recent years, capital
has too often flowed to where it’s part
of the problem. We need to change
the rules of the game as well as smart
ways of blending public and private
finance.
• Liberalise migration. The economist
Branko Milanoviæ suggests that as
much as half of variability in incomes
is accounted for by where people are
born and the citizenship they have.
Unless poor countries grow much
faster than rich ones, or rich countries
suddenly develop an appetite for
global redistribution, the only way to
a more equal world is if poor people
can work in rich countries – which are
also in developed countries’ interests
as they confront the demographic
challenges of ageing populations.

Senior Fellow, New York University’s Centre on International Co-operation and Co-edits the Foreign Policy Website, Global Dashboard;
Excerpts from an article appeared in The Guardian, on December 19, 2014
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Publications

Trade Buzz

T

rade Buzz is a quarterly e-newsletter of the SAARC Trade Promotion Network Secretariat
and jointly produced with CUTS International. SAARC TPN is a network on business
associations of South Asian countries. It is an initiative of the Federal Ministry of Economic
Cooperation and Development (BMZ), Germany and the German Cooperation Agency (GIZ).
The cover story of the current issue entitled: Reducing NTMs Crucial to Strengthen IntraRegional Trade, states that intra-regional trade in South Asia is still low and is a matter of
deep concern in trade policy-making circles. Despite a gradual reduction in tariff under the
Agreement on South Asian Free Trade Area (SAFTA), in 2013, intra-regional trade in South Asia
is just about four per cent of their total world trade.
http://www.cuts-citee.org/pdf/Trade_Buzz-Sep-Nov2014.pdf

Research Report

National Foreign Trade Policy of India
Focus on Development Dimensions

T

his study was motivated by the need to identify ways to enhance the developmental
component of India’s National Foreign Trade Policy. With the new Trade Policy about to be
announced soon, it aims to contribute to discussions pertaining to how trade can be used as
a tool for not only growth but inclusive growth. It looks at employment generation and other
related aspects of the current trade policy and addresses the crucial aspects of the participation
of micro, micro, small and medium scale sectors in India’s trade, in particular, and economy,
in general.
http://www.cuts-citee.org/NFTP/pdf/National_Foreign_Trade_Policy_of_IndiaFocus_on_Development_Dimensions.pdf

Discussion Paper

Briefing Paper

Global Value Chains
Reframing the Case for India

India-ASEAN Free Trade
The Untapped Potential

T

his Discussion Paper is about why India, and for
that matter any developing countries in South Asia,
need to become part of global value chain network.
International fragmentation of production process has
become a reality. It has become both necessary and
desirable for any country to participate in global supply
chain. But are they prepared? This paper looks at the
preparedness of India to become part of global value
chain network.

We want to hear
from you…

http://www.cuts-citee.org/pdf/Global_Value_ChainReframing_the_Case_for_India.pdf

I

ndia has signed an FTA with the ASEAN. A reason for
ASEAN economic community progressing well has to do
with the complementarities. Complementarities exist in
terms of trade in energy, consumer durables and food
items. For India to gain meaningfully there is a need to
become part of East Asian production network and remove
its domestic constraints. This Briefing Paper builds on
two issues – how India can gain through liberalising
services and by reducing domestic constraints.
http://www.cuts-citee.org/pdf/Briefing_Paper14-IndiaASEAN_Free_Trade-The_Untapped_Potential.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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