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India Willing to Close Doha Round
he jury is still out whether the Doha Round of the
WTO is a development round or not, observed the
Brazilian and US ambassadors at a workshop on the
Doha Round of trade negotiations held in Geneva on
November 02, 2010. Ambassadors from China, India and
EU asserted that this is a development round.
It was a candid assessment of the geopolitics of the
trade and reflected the grim scenario that countries
continue to speak to each other, with each looking in
different directions. But, the workshop was not only about
geopolitics; it was also about numbers. Many analysts
opined that up to US$200bn could be added to global
welfare by the current package of offers. More importantly,
they contended that the world could see a 10 percent
contraction in trade if the Doha Round fails.
India has contributed to the emergence of credible
draft chair texts on agriculture and non-agriculture
market access negotiations that led to the last two most hope-generating efforts in
July and December 2008. The efforts failed, though Lamy gives it 80 percent marks.
In the fall of 2009, when appetite for a trade liberalisation deal was minimal in the
wake of financial crisis, India hosted a mini-ministerial where Lamy unveiled a
road map for intense negotiations with capital-based senior negotiators.
That effort, too, fizzled out by the next spring, and the focus of Geneva based
delegations shifted to more procedural and practical matters like the templates
for making commitments, collection of data to determine base years and so on. In
the meanwhile, political leaders continued to meet on the margins of various
occasions, with this November seeing the Apec meeting in Yokohama that followed
the G-20 meeting in Seoul. Another spring is coming, yet no deal appears on the
horizon.
In this pessimistic scenario, what can India do? As an engaged trading partner,
it can reassess its offers for others to emulate. The critical decision area that
needs attention is the ‘modalities’ on agriculture and non-agriculture market access:
involving reduction of tariffs on agriculture products; elimination of export
subsidies and reduction of domestic subsidies; and reduction of tariff and nontariff barriers on industrial products.
The state of negotiations is unclear at present. The technical work in various
committees appears to have moved forward, with the task on scheduling having
progressed in parallel to the deliberations about commitments. Given the broad
support to calibrated liberalisation accompanied by regulatory and institutional
flanking policies among our political establishment, India will not be the dealbreaker.
It will continue to sit on the high table as a deal-maker rather than a dealbreaker so long as its farm sector is protected, no commitment of a zero-for-zero in
industrial goods sector is insisted upon, commercially meaningful liberalisation
is secured in services and a commitment to accommodate the UN Convention on
Biodiversity in Trade Related Aspects of Intellectual Property Rights is agreed to.
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Economic Issues

Focus on Recovery Across the Globe – An Overview

T

he focal point of economic policies currently in countries
world over is to return to high growth path as fast as
possible, following the slow recovery trend in the aftermath
of global financial crisis. Recent reports by the OECD predict
a mixed picture of gross domestic product (GDP) growth
patterns for major economies in the near future.
While the combined GDP of oil producing nations in the
middle east is set to touch record levels because of higher
international crude prices and output, countries in other
parts of the globe, especially Europe, Central and South
Cuba to Chart Economic Future
Cuba in future will be a country
that promotes foreign investment,
expands the private sector and
dutifully pays off its debts, according
to a proposal by the ruling Communist
party. The economic policy in the new
phase will correspond with the
principle that only socialism is
capable of overcoming difficulties
and preserving the gains of the
revolution, and that in the updating
of the economic model, planning will
be paramount, not the market.
They include a proposal to
eliminate the monthly food ration
Cubans receive, symbol of decades of
state paternalism and a particular
target of Raul Castro, who says
handouts
have
discouraged
productivity.
They also call for provisions for
bank credits for the new selfemployed and wholesale stores to cut
their costs, but also for them to pay
taxes to finance public spending.
(Reuters, 09.11.10)

Greece Passes Austerity Budget
The Greek socialist government passed
its 2011 austerity budget, despite criticism
from it own ranks and a wave of strikes and
protests over the past two weeks. Greece’s
passage of the budget is a key precondition
for it to draw further aid from bailout funds
provided by its international lenders of last
resort to avert a debt default.
The 2011 budget includes fresh austerity
measures because it aims to narrow the
deficit to 7.4 percent of GDP in 2011 from a
projected 9.4 percent gap in 2010.
Specifically, the budget includes cuts to
the wasteful and inefficient Greek health
sector, a freeze on pensions, deep cuts to
payroll costs of deeply indebted state
controlled enterprise, a further increase in
value-added tax rates and lower defense
spending.
The measures are largely being imposed
on the debt-laden Mediterranean country
at the insistence of the International
Monetary Fund (IMF) and the European
Union (EU) in exchange for their having
provided a US$144.6bn bailout to prevent
default.
(WSJ, 23.12.10)

IMF Gives BRIC More Voice

F

ormal approval of long-discussed reforms of the
IMF increases the weight of Brazil, Russia, India and China
(BRIC) on the executive board. The reform, the most
fundamental overhaul in the fund’s 65-year
history, was approved late Friday by the
executive board of the IMF and means
that European members, including
Belgium and Germany, will lose clout
in the organisation. The changes also
give more financial responsibility to the
four countries, which have been
agitating for more international
recognition of their developing
www.caglecartoons.com
economic prowess.
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America, are strategising in search of faster growth rates.
Worst hit states like Greece are looking forward to pass
national budgets driven by austerity and Central American
nations like Cuba are giving more thrust to plans to attracting
more foreign investment and expand domestic private
sectors.
According to the IMF, sub-Saharan Africa (SSA) region is
quickly recovering from the global financial crisis and is
likely to register a positive growth rate of around five percent
in the financial year ending March 2011.
Mixed Picture of Economic Growth
Latest indicators issued by the
Organisation
for
Economic
Cooperation and Development (OECD)
showed a mixed picture of economic
growth in major economies, the Parisbased advisory agency said.
Composite leading indicators
(CLIs) in September 2010 indicated
that in the following six months,
Germany, Japan and the US would
witness continuous economic growth
while Canada, France, Italy and Britain
a moderate economic downturn.
With the indexes remaining still
for the third successive month above
100 points, both the OECD area and
the euro area would enter a steady
expansion stage.
The OECD predicted that growth in
Brazil and China would slow down
with their CLIs moving below 100
points. The levels of industrial
production will fall below their
longer-term trend in these two
economies, said the OECD.
(CNTV, 09.11.10)

The breakthrough agreement on the reforms was reached
late last month in Kyongju, South Korea, where negotiators
from
the new world economic block - the G20
- came to an agreement about
reapportioning IMF voting rights.
The formal adoption comes
ahead of the November 11-12
summit of G20 leaders in
Seoul. The G20 has for the most
part replaced the G8 on
international
economic
issues, after coming together
in the crisis autumn of 2008
as the world stood on the brink
of financial ruin.
(www.daijiworld.com, 07.11.10)
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Economic Issues
Economy Doomed to Flop in China
The biggest obstacle to China
becoming the world’s No. 1 economy is
China. The communist nation’s
determination to keep as tight a rein on
its economy as it has on its citizens will
lead to failure — just as it has for other
countries that embraced central
planning schemes.
China is reversing its flirtation with
a type of quasi-capitalism that allowed
entrepreneurs to thrive and propelled
the economy forward at an annual rate
of about 10 percent. The Chinese now
follow the so-called Beijing consensus,
a belief that concentrating more control
of industry in government hands will
avoid the financial debacles caused by
free markets.
Monopolies in China might appeal
to investors who think merged
companies can cut costs and maximise
profits. Though huge Chinese
companies may be well run today, they
will die from the inefficiencies,
cronyism and corruption that often
plague state-controlled enterprises.
(FE, 28.12.10)

L. America Shows Economic Growth
Latin American economies are in
good health and, with a few exceptions,
should close the year with strong
growth, a little more than a year after
the height of the worldwide financial
crisis, according to the UN Economic
Commission for Latin America and the
Caribbean (ECLAC).
The multilateral organisation
estimates growth for Latin America in
2010 at six percent, a significant
improvement over the 1.9 percent
showing for 2009, according to the
report. The report named Paraguay as
the Latin American country with the
biggest growth figures for 2010, with
9.7 percent, followed by Uruguay (9),
Peru (8.6) and Argentina (8.4 percent).
Brazil’s growth estimate is 7.7 percent,
while Mexico and Chile is 5.3 percent.
(www.infosurhoy.com, 23.12.10)

Gulf GDP to Exceed
The combined nominal GDP of Gulf
oil producers will jump to record levels
of over US$1.1tr in 2011 as a result of
higher international crude prices and
output, a report said.The Emirates
Industrial Bank report, however, said
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that the economic growth and public
spending by Gulf Cooperation Council
(GCC) countries could also trigger fresh
inflation fears in 2011.
The study forecast that the region’s
economy will grow in real terms by
around 5.4 percent in 2010 and 6.6
percent in 2011 after a sharp slowdown
in 2009 in the aftermath of the global
economic crisis.
According to the report, the Gulf
region, which controls over 40 percent
of the world’s proven oil wealth, boosted
public expenditure by nearly 6 percent
through 2010 as part of ongoing fiscal
expansion measures to counter the
repercussions of the crisis. (ET, 25.12.10)
3 Share Nobel Economic Prize
Two Americans and a British-Cypriot
economist won the 2010 Nobel
economics prize for developing a theory
that helps explain how many people can
remain unemployed despite a large
number of job vacancies. Federal
Reserve board nominee Peter Diamond
was honoured along with Dale
Mortensen and Christopher Pissarides
with the US$1.5mn prize for their
analysis of the obstacles that prevent
buyers and sellers from efficiently
pairing up in markets.
Diamond – a former mentor to
current Federal Reserve chairman Ben
Bernanke – analysed the foundations of
so-called search markets, while
Mortensen and Pissarides expanded the
theory and applied it to the labour
market.
Their work, dating back to the 1970s
and 1980s, sheds light on why the
classical view of markets, in which
prices are set so that buyers and sellers
always find each other and all resources
are fully utilised, does not always apply
to the real world.
(www.msnbc.msn.com, 20.11.10)

Africa’s Economy to Expand
Sub-Saharan Africa (SSA) is quickly
recovering from the international
financial crisis, which struck the world
economies in the last two years. The
region’s economy is expected to expand
to about five percent in 2010, and a
further 5.5 percent in 2011, according
to a new report by the IMF.
The report, dubbed Regional
Economic Outlook: Sub-Saharan Africa,

is optimistic that if these projections
are met, then economic growth in most
countries will have effectively bounced
back to the high levels registered in the
mid-2000s. But the report warns that
global economic growth must hit the
projected four to 4.5 percent growth
rate for 2011 and beyond, if the
prospects for SSA are to remain robust
(www.standardmedia.co.ke, 25.10.10)

G-20 to Tackle
Currency Concerns

L

eaders of 20 major economies
refused to back a US push to make
China boost its currency’s value,
keeping alive a dispute that raises
fears of a global trade war amid
criticism that cheap Chinese exports
are costing American jobs.

A joint statement issued by the
leaders including President Barack
Obama and China’s Hu Jintao tried to
recreate the unity that was evident
when the Group of 20 rich and
developing nations held its first
summit two years ago during the
global financial meltdown. But deep
divisions, especially over the US-China
currency dispute, left G-20 officials
negotiating all night to draft a watereddown statement for the leaders to
endorse.
The biggest disappointment for the
US was the pledge by the leaders to
refrain from ‘competitive devaluation’
of currencies. Such a statement is of
little consequence since countries
usually only devalue their currencies
– making it less worth against the
dollar – in extreme situations like a
severe financial crisis.
(news.yahoo.com, 12.11.10)
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Trade Winds

C

laiming as an important
milestone in her 17-year-old
candidacy for becoming a WTO
member, Russia reached a deal
with the EU which signals that the
long awaited membership is
imminent. Apparently, the only
major economy which is out of the
multilateral trade body is also
warming up to other opportunities
for enhancing its international
trade relations. Russian and
Indian companies recently entered
into important trade and
investment deals, while both
countries pledged to raise
bilateral trade by four times by
2015.
The trend of increase in free
trade agreements (FTAs) is still
continuing with many new deals
being negotiated at various stages
across the globe. Bilateral trade
agreement signed between
Malaysia and Chile as well as a
similar agreement being proposed
between Peru and Thailand are set
to change the scenario of mutual
trade relations of Latin America
and
Asia.
Other
major
developments in the recent past
have been the pledge of AsiaPacific Economic Cooperation
(APEC) nations to form a Free Trade
Area and the readiness shown by
Britain to support African free
trade deal.
In
a
laudable
way,
unconditional
access
to
Caribbean markets was granted to
Haiti, which would help the
impoverished country to recover
faster. A notable setback in the
worldwide drive for FTA’s has been
the standoffs in the negotiations
between South Korea and the US.
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APEC to Work Towards FTA
Asia-Pacific leaders will take ‘concrete
steps’ towards creating a ‘comprehensive’
regional free-trade agreement (FTA),
without setting a target for achieving that
goal. “We reaffirm our unwavering
commitment to achieving free and open
trade and investment in the region,” the
heads of the 21-member Asia-Pacific
Economic Cooperation forum said.
The gathering, attended by the leaders
of the US, China, Japan and Russia, marked
the conclusion of four days of summit talks
that highlighted divisions over global
imbalances. The G-20 on November 12,
2010 in Seoul pledged to “oppose
protectionist trade actions” while failing
to agree on a remedy for trade and
investment distortions.
Japanese Prime Minister Naoto Kan
said “APEC, which accounts for more than
50 percent of the global economy and
almost 45 percent of its trade, will move
forward to make the Free Trade Area of the
(BS, 15.11.10)
Asia-Pacific a reality.”
Finland to Fight Poverty
The Government of Finland is giving
an additional US$5.8mn to the Enhanced
Integrated Framework (EIF) programme,
which works to ensure that the poorest
countries worldwide are able to forge a
strong and sustainable trading future and
help lift their communities out of poverty.
F inland has long been an active
champion of the least developed countries
(LDCs) reinforced by this latest
contribution to the EIF Trust Fund,
currently supported by 23 donors. Finland

is also now the chair of the EIF Steering
Committee, the global body made up of
international agencies, LDCs, donors and
observers who advise and guide the
delivery and progress of the programme.
The EIF gives 47 LDCs the tools they
need to prioritise trade activities that will
have the most impact on poor people. It
provides a common platform for national
partners, from governments, the private
sector and civil society to forge a joint
future around strong economic growth
and sustainable development, with
specific projects to address supply-side
constraints to trade. (www.wto.org, 03.11.10)
Russia-India to Ink Trade Pact
Russia and India set an ambitious
trade target of US$20bn by 2015, around
four times the current bilateral trade level.
Towards this, Russian and Indian
companies inked nine trade and
investment agreements/MoUs in sectors
such as outer space, pharmaceuticals and
life sciences, polymers, IT and telecom.
The other sectors for cooperation include
oil and gas, defence, mining, banking and
finance, chemicals and fertilisers,
agriculture and animal products.
Both sides agreed that the trade level
of US$4.54bn in 2009-10 was
substantially below the potential. To
boost trade and investment, a Protocol
was signed by the Secretary, Department
of Industrial Policy and Promotion in the
Commerce, R P Singh, and the Industry
Ministry and Russia’s Deputy Minister of
Economic Development, S S Voskresensky.
(BL, 20.12.10)

Russia Paves Way for WTO Membership

R

ussia and the EU reached a deal that could pave the way for Russia to join the World
Trade Organisation (WTO) in 2011. John Clancy, De Gucht’s spokesman, called
agreement ‘an important milestone’ in Russia’s 17-year-old candidacy. Russia is the
only major economy that does not belong to the WTO.
Joining requires consent from all 153 members of the
Geneva-based body. On paper, Russia has been trying to
get into the WTO since 1993. In practice, it has stalled
and delayed moves toward membership. The reason is
that WTO membership could lead Russia to lose more
than it gains: Oil and gas, which make up the bulk
of Russian exports, are not covered by WTO
rules.
Joining the WTO would force
Moscow to cut import tariffs on
almost all goods, exposing its stillconsiderable manufacturing base to
foreign competition.
(WSJ, 25.11.10)
www.caglecartoons.com

Russia’s Entry into
WTO on the Anvil
Amidst Continuing
Global Rush for RTAs
– An Overview
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Trade Winds
US Hit by Trade Setback
The presidents of the US and South
Korea were unable to overcome disputes
over cars, cattle and domestic politics,
potentially killing the biggest bilateral
trade deal the US has taken up in more
than a decade.
The failure to resolve issues by
Barack Obama’s self-imposed deadline
was a blow to the president, who has
put export growth at the centre of his
jobs agenda and had invested political
capital in getting a deal by the G-20
summit in Seoul.
One stumbling block was Korea’s
refusal to change a provision in the
2007 pact that provided an immediate
end to a 2.5 percent tariff the US levies on
imports of Korean cars. The US wanted
the tariff reduced gradually, while Korea
eliminates safety and environmental
rules that US auto makers, led by Ford,
said help keep Korea the world’s most
closed car market.
(WSJ, 12.11.10)

comprehensive pact covering trade in
goods, services, and investment.
Thailand and Peru inked the third
additional protocol, witnessed by Prime
Minister Abhisit Vejjajiva, to ensure the
FTA takes effect in the first quarter of
2011. It will also mark Thailand’s first
FTA with a Latin American country,
under which 70 percent of trade in
goods will be more liberalised through
greater trade facilitation.
In 2009, bilateral trade was worth
US$132mn, with Thailand’s exports to
Peru valued at US$96.2mn. Trade
between two nations jumped
significantly in 2010, with Thai exports
soaring 315 percent to US$233.5mn in
the first nine months, while imports
from Peru surged 136.4 percent to
US$75.6mn.

Malaysia-Chile to Scrap Tariffs
Malaysia signed a free trade
agreement with Chile that will see the
two countries progressively reduce or
eliminate tariffs on their respective
agricultural and industrial products.
The agreement, to be implemented
in 2011, will benefit Malaysian
exporters because Chile will eliminate
import duties initially for 6,960
products. A further 668 tariff
eliminations will follow within five
years.
Bilateral trade between Malaysia
and Chile, a long South American
coastal country bordered by the Andes
mountains to the east and the Pacific
Ocean to the west, totaled US$274mn
in the first nine months of 2010 while
exports totaled US$65.8mn, according
to Malaysian government figures.
Malaysia’s US$192bn economy is
expected to grow seven percent in 2010
before expanding as much as six percent
in 2011, and its central bank was the
first in Asia to start raising interest rates
to tame inflation.
(BW, 14.11.10)
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Haiti Obtains Trade
Concessions
regional trade bloc has agreed to
give Haiti special trade concessions
to help the impoverished country
recover from a devastating earthquake.
Caricom officials say Haiti will be
allowed to export 42 items for three
years without having to open its market
in return.

www.caglecartoons.com

Peru-Thailand Trade to Double
Trade between Thailand and Peru is
expected to double in 2011 under the
early-harvest programme of the soonto-be implemented bilateral FTA. Both
sides will engage in further talks on a

(www.andina.com.pe, 19.11.10)

Caribbean trade ministers drew up
the list of items at the end of a two-day
summit. They say Haiti asked for help
in May to stimulate its economic
activity 2010. The agreement takes effect
in January 2011.
More than 1.5 million people in Haiti
are still homeless nearly a year after
the January 12, 2010 earthquake. The
country has received only a trickle of
the billions of aid dollars promised by
the US and other nations.
(BW, 04.12.10)

Doha Round Failure a big Blow
The World Trade Organisation
(WTO) Director General Pascal Lamy
said if the Doha Round in the WTO fails,
it would be a big blow to the global
trade body that oversees multiple trade
related matters. “It (failure of Doha
Round) would weaken the only
institution which governs the rules of
world trade and has the ability to
adjudicate in the event of disputes
between countries,” Lamy said.
On a more optimistic note however,
Lamy added that at the recentlyconcluded G20 summit in Seoul, world
leaders had given ‘strong signals of
political’ resolve to break the logjam.
“They sent strong signals of political
resolve to conclude the Doha
Development
Round.
Leaders
recognised the 2011 window of
opportunity to achieve this goal,” he
said.
Lashing out against protectionist
measures, he said that such measures
were counter productive to trade and
any resolution for the coming out of the
slowdown. He explained that economic
crises do create problems at home and
give rise to proponents of ‘unilateralist’
and ‘populist’ measures thereby
discriminating against foreign workers.
(FE, 20.11.10)

S. Korea-Britain to Support Africa
South Korean President Lee Myungbak and British Prime Minister David
Cameron agreed to tap the G-20 summit
in Seoul to support an FTA among
African countries. The two leaders
agreed that such an agreement would
help developing countries in the African
continent to buffer the economic
disparities around the world.
Lee has been conducting a series of
phone conversations with the leaders
of the countries scheduled to
participate in the G-20 summit, one of
the world’s premier forums on
economic affairs. The leaders are
expected to discuss a range of issues
hounding the global economy, including
the currency dispute between the US
and China. Other issues include the socalled development problem that South
Korea is pushing to raise in an effort to
provide better assistance for emerging
economies.
(english.yonhapnews.co.kr, 04.11.10)
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Trade Disputes

China on the Defensive
Side Again
– An Overview

C

omplaints of unfair trade practices
are looming large over China,
forcing the country to its defensive side
at the WTO. The latest amongst many
objections recently raised by the US
against China puts its export controls
on rare earth minerals in the limelight.
The Asian giant in world trade insists
that its measures are in conformity with
the WTO rules.
While the rare earths issue adds to
the growing list of trade-related
disputes between the US and China, a
ruling against China in a high-profile
case concerning safeguard duties
imposed by the US on Chinese tyres came
as another set back for the country.
A relief for the WTO Dispute
Settlement Body came by way of a
bilateral settlement between the EU and
India regarding India’s firm objections
against confiscation of India’s drugs
consignments in transit by European
customs authorities. The EU has agreed
to stop holding up generic-drug
shipments from India and avert a spat
on this issue, against the backdrop of
other pressing issues in the ongoing
negotiations on EU-India FTA.
In related developments, Thailand’s
tax on cigarettes from Philippines was
deemed illegal by the WTO and a trade
dispute between Zambia and Kenya over
a ban on milk imports by the former has
turned out to be the most recent amongst
the long standing market access feud
between the two countries.

China Defends Rare Earth Quotas
China defended its export controls
on rare earth minerals, saying that they
were in line with WTO rules, after a
government move to slash export quotas
on rare earths sparked trade concerns.
China, which produces about 97
percent of the global supply of the
metals used in the production of
numerous high-tech products, cut its
export quota by 35 percent for the first
half of 2011 compared with a year
earlier, saying it wanted to conserve
reserves. China has refused US requests
to end export restraints on rare earths
that have alarmed trade partners, and
Washington could complain to the
WTO, which judges international trade
disputes.
The rare earths issue adds to the
growing list of trade-related disputes
between China and the US, which has
accused China of poorly enforcing
intellectual property rights and for its
indigenous innovation policies that
discriminate against foreign companies.

including palm-oil based cooking fats
that have continued to cast a dark
cloud over the US$10bn-a-year trade
ties between Kenya and Zambia.
(www.allafrica.com, 16.11.10)

India, EU Resolve Drug Dispute
India’s spat with European
regulators is no more. Negotiators say
India will withdraw its complaint filed
at the WTO, now that it has reached an
agreement with EU trade police. The
Europeans will stop holding up genericdrug shipments from India, and will
only check in-transit packages for
potential counterfeiting.
Indian officials have been fighting
counterparts in the EU over the
treatment of drug-company shipments.
Even those bound for countries outside
Europe have been subject to long delays,
India says, putting its pharma
companies at a disadvantage. The
transit issues have been resolved as
part of negotiations over a controversial
FTA.
(www.cphi-online.com, 13.12.10)

(www.moneycontrol.com, 30.12.10)

Zambia Extends Milk Ban
Zambia has extended the ban it
imposed on the entry of Kenyan milk into
its domestic market in a move that is
expected to inflame a long simmering
trade dispute with East Africa’s largest
economy that is before a top Common
Market for Eastern and Southern Africa
(COMESA) organ.
Bradford Machila, Zambia’s
Livestock and Fisheries Development
minister, said the southern African state
that hosts the headquarters of the
COMESA had decided to take the matter
head-on in the interest of local dairy
farmers.
Lusaka’s latest move should add
impetus to the long standing market
access feud for key commodities,

Philippines Wins Cig Tax Case
The WTO favoured the Philippines
over Thailand on a trade dispute that
involves cigarette import taxes. The case
stems from a 2008 complaint from the
Philippines, where Philip Morris, the
largest cigarette maker in the world,
operates two manufacturing plants. The
cigarettes are slapped higher taxes when
the multinational firm’s sister company
in Thailand imports from the Philippines.
Thailand has only one cigarette
manufacturer, the Thailand Tobacco
Monopoly (TTM), which is under the
Ministry of Finance in Bangkok. The
Philippines claimed that Thailand
violated WTO rules when it set a series
of higher customs values for Philippinemade cigarettes since 2006.
(www.abs-cbnnews.com, 21.11.10)

WTO Backs US Chinese Tyre Tariff
n a high-profile case, the WTO has sided with the US over tariffs Barack Obama
imposed on Chinese tyres in 2009. The decision is likely to stoke tensions in
coming US-China trade talks.
The WTO dispute-settlement panel ruled in favour of President Barack Obama’s
decision from September 2009 to levy tariffs of as much as 35 percent on Chinese
tyres under a rarely used safeguard provision to protect against import surges,
provoking one of the biggest trade spats between the two countries in recent years.
In addition to taking the case to the WTO, China retaliated by announcing a series
of duties on US chicken, nylon and other exports. (www.theaustralian.com.au, 14.12.10)
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Development Dimensions

Strides toward Development – An Overview

D

Water Suppliers ‘Unfair to the Poor’
The poor in Kenya pay more for
water than the rich, but even then
millions do not have enough, mainly
because provision is skewed. “The
absence of a formula-based approach
to budget allocation at the Ministry of
Water and Irrigation has led to large
inequities for water access in Kenya,
with the poor paying more compared
with the rich, and millions of citizens
going without adequate access every
day,” James Nduko, the Kenya
Programme Manager of Twaweza, an
NGO.
Twaweza said the poor in Nairobi’s
informal settlements paid up to 30
times more per unit of water compared
with residents of more affluent
neighbourhoods. “Overall, almost 16
million Kenyans, mostly poor, have no
access to clean, dependable and easily
available water and depend on kiosks,
mobile vendors, open streams, wells
and rain catchment to meet their water
needs.”
(www.allafrica.com, 08.11.10)
IMF Lifts Africa Growth View
Sub-Saharan Africa is expected to
post better-than-expected growth in
2010 and 2011, due in part to increased
trade with China and other fast-growing
economies in Asia and Latin America,
according to a new report by the
International Monetary Fund (IMF).
The IMF said that growth for the subSaharan region – which typically
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counts 47 countries excluding North
Africa – should reach 5 percent in 2010,
up from an earlier prediction of 4.5
percent. The IMF predicted annual
growth would rise to 5.5 percent in
2011.
(WSJ, 26.10.10)
Where next for the MDGs?
The MDGs have emerged in
relatively good health from the MDG
summit at the September start of this
year’s United Nations General
Assembly. The next step on the road to
their planned target date of 2015 is the
G20 summit in Seoul, Korea, later in the
year.
In fact, there is enough good news
including the big, although not new,
headline that extreme poverty will be
halved by 2015 because of Asia’s
economic success that delegates had
no need to indulge in unbroken doom
and gloom in September. Indeed, up to
nine African countries may also reach
the poverty goal of halving poverty.
Many others have made dramatic
strides in primary education provision
and in healthcare delivery, including
breaking the momentum of the AIDS
epidemic and bringing down malaria
through simple, cost-effective
interventions such as bed nets.
(www.koreaherald.com, 11.11.10)

UN Highlights Caribbean Progress
The 20th anniversary edition of the
UN Development Programme’s Human

UN Makes Record
Aid Appeal

T

he United Nations is asking
governments and private donors
for a record US$7.4bn in 2011 to
provide 50 million people worldwide
with food, clothing and other urgent
humanitarian aid.
The request came with the formal
launch of the fundraising drive.
Paresh Cartoons

evelopment progress achieved by emerging economies over the past decade is
commendable. Sub-Saharan African nations have experienced economic
growth mainly due to their increased volume of trade with China and other fast
growing economies of Asia and Latin America. With Asia’s and other African
nation’s economic successes, the United Nations Millennium Development Goal
(MDG) of halving the poverty by 2015 has become more plausible.
Furthermore, there has been a marked improvement in human development
index as well. Since 1970, Latin American and Caribbean nations have remarkably
improved their human development indices. These nations are about to reach full
school enrolment and 80 year life expectancies. In short, they are approaching
the EU-average in human development indices.
Although emerging economies have made significant strides toward
development, they are still mired in economic irregularity issues. An advocacy
group in Kenya has argued that water supplies have been disproportionately
appropriated by rich Kenyans. Despite the fact that poor Kenyans pay up to 30
times more per unit of water than rich Kenyans, approximately 16 million poor
Kenyans are deprived of clean drinking water. This is a blatant example of an
economic irregularity.

It’s the biggest such request since
the UN began its ‘consolidated’
humanitarian appeals in 1991. UN
Secretary-General Ban Ki-moon said it
contains “action plans for 14 of the
world’s most severe crises” to be
carried out by most major nongovernmental
humanitarian
organisations and UN agencies.
The five biggest amounts sought
under the plan are US$1.7bn for Sudan,
US$1bn for Pakistan, US$907mn for
Haiti, US$719mn for Congo and
US$679mn for Afghanistan.
(www.news.yahoo.com, 30.11.10)

Development Report spotlights longterm national progress as measured by
the HDI, with Guatemala, Bolivia and
Brazil making the greatest gains and
other Latin American and Caribbean
countries found to be approaching
nearly full school enrolment and
average 80-year life expectancies.
In the Report’s “ Top Movers”–
countries that made the greatest HDI
progress since 1970 – Guatemala
ranked highest in Latin America (22 out
of 135) followed by Bolivia (31) and
Brazil (34). Overall, the region has
improved by about one-third in HDI
terms since 1970, below the global
average of 41 percent.
(www.hdr.undp.org, 04.11.10)
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Special Column

Funding the Low-Carbon Revolution
– Trevor Manuel* and Nicholas Stern**

F

inancial support for developing
countries will play a vital role in any
integrated action. The new proposals by
the High-Level Advisory Group on
Climate
Change
Financing,
commissioned by the UN SecretaryGeneral in February, can help make
progress towards agreement at the UN
climate-change conference in Cancun,
Mexico, in November 2010.
The report outlines a coherent
structure of policies through which, by
2020, at least US$100bn a year could
be generated from public and private
sources for international action on
climate change. This goal is laid out in
the Copenhagen Accord, which now has
the agreement of 140 countries. The
measures described can be scaled up if
a bigger target becomes necessary.
Unmanaged climate change would
so transform the planet that by the end
of this century hundreds of millions of
people would need to move, probably
leading to severe and extended conflict.
Poor countries and communities are the
most vulnerable and have done the least
to create the problem. Rich countries
have a clear obligation to provide
additional resources.
The Group’s report concluded that
raising US$100bn a year for developing
countries is a feasible goal if the
political will is there. And it identified
a set of sound and mutually reinforcing
policies.
One key element is setting a price
on carbon emissions, which would
address the massive market failure
resulting from the fact that products
and services that involve emissions of
greenhouse gases do not reflect the cost
of the damage that they cause through
climate change.

The Group’s report showed that a
modest price on emissions, in the range
of US$20-25 per tonne of carbon
dioxide, would push incentives in the
right direction, raise substantial public
revenue, and foster private investment
crucial to the new industrial revolution
needed to make the low-carbon
economy a reality.
If rich countries introduce domestic
carbon taxes or auction emissions
permits based on this price level, they
could potentially provide US$30bn a
year for developing countries by using
just 10 percent of the revenues. A carbon
tax on international shipping and
aviation set at the same level could
generate US$10bn annually for
international climate action from just
25-50 percent of the revenues, even after
ensuring that costs borne by developing
countries are covered.
Other policies, such as redirecting
subsidies paid by rich countries to the
fossil-fuel industry, or levying a tax on
financial transactions, could provide a
further US$10bn each year. All these
measures together could raise about
US$50bn annually in net public funding
to help developing countries adapt to
climate change.
In addition, the multilateral
development banks (MDBs), including
the regional development banks and the
World Bank, could raise an additional
US$20-30bn in gross public financing
through higher contributions from rich
countries.
Private-sector flows will be vital to
the entrepreneurship and innovations
that must be at the heart of the new
industrial revolution. Sound policies in
developing countries, a price for
carbon, and risk-sharing and co-

Project Syndicate

The two defining challenges of our time are managing climate change and
overcoming world poverty. We cannot succeed on one without succeeding
on the other. With international collaboration and sound policies, we can
achieve that success by launching a new era of low-carbon economic growth
while adapting to the climate change that is on the way.

financing with MDBs and other
national and international institutions
can yield private flows that are many
times the public resources involved in
fostering them.
The Group suggested that its
proposed policies could generate
annual private flows of US$100-200bn.
With a price of around US$25 per tonne
of carbon dioxide, and providing
incentives for private sector flows,
increased flows from carbon markets
could be US$30-US$50bn.
While resources for climate-change
adaptation and mitigation may have
different fiscal origins from more
traditional development resources, it
would be damaging to keep them
separate in their use: from agriculture,
construction, and power to technology
and deforestation, the simple fact is
that development, adaptation, and
mitigation are often inextricably
intertwined.
The next steps in implementation
should include consideration of the
proposals on international transport
by the International Civil Aviation
Organisation, the International Air
Transport Association and the
International maritime Organisation,
with the multilateral development banks
working on proposals for new green
funds and enhanced collaboration with
the private sector.
New financing could unlock today’s
policy inertia over climate change.
Delay is as dangerous as the gathering
GHG concentrations. Now is the time to
translate good ideas into concrete
action.

* South Africa’s Minister for Planning
** Professor of Economics and Government and Chair of the Grantham Research Institute on Climate Change and the Environment, London School
of Economics
Abridged from an article that appeared in the Project Syndicate on November 06, 2010.
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Cancun Climate Change Conference – An Overview

N

egotiators and climate change demonstrators had lesser
hopes from Cancun conference in December 2010 than
Fifteenth Conference of Parties (COP15) held in 2009 in
Copenhagen. Contrary to the expectations, former has
achieved slightly more successful than the latter. Thus, climate
change negotiations have taken a step forward towards
consensus.
Instead of a full treaty, 193 nations attending this
conference agreed to a mixed bag of “Cancun Agreements”.
One of the key decisions is the creation of Green Climate
Fund, under the auspices of the United Nations, and funding
by developed nations. US$30bn have been called upon
immediately for the fund for the period 2010-2012. The aim
is to allocate US$100bn per year for climate change
US Sues BP for Gulf Oil Spill
The US filed a suit for the first time
against BP and eight other companies
for uncounted billions of dollars in
damages from a massive oil spill in the
Gulf of Mexico, the worst in US history.
The complaint was filed by the justice
department with a federal court in New
Orleans, where thousands of
individuals and small businesses have
already sued the oil giant.
Attorney General Eric Holder said
the complaint alleges that “violations
of safety and operational regulations”
caused the April 20 explosion on the
Deepwater Horizon rig, which sent
nearly five million barrels of oil gushing
into the Gulf.
(ToI, 17.12.10)

(www.deccanchronicle.com, 16.12.10)
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Poverty Reduction Affects Environment
Several measures to reduce poverty
create a positive impact on environment
management, said many of the climate
experts and economists at a major brain
storming session organised by the
Asian Development Bank (ADB) along
with 14 development partners.
Experts debated the linkage of
poverty with climate issues to come up
with recommendations for the
governments, especially of South Asia.
For the 150 sustainable development

and climate change experts at the
conference on “The Environments of the
Poor in the Context of Climate Change
and the Green Economy”, the big
questions centered on whether
environmental factors increasingly
contributing more to poverty in Asia and
the Pacific region.
The other issues are how does
climate change affect poverty? And how
can the green economy be made more
relevant for poverty reduction?
(FE, 27.11.10)

Cancun in Review

C

ancun climate conference had a strange outcome, with the adoption of a text
created by unfamiliar methods, and which passes the burden of action onto
developing countries. Most delegations congratulated one another for agreeing to
a document in Cancun. But this Cancun text has also been accused of falling far
short, or even going backwards, in controlling the GHG emissions that cause climate
change.
The Cancun meeting in
fact made it more likely for
the developed countries
to shift from the Kyoto
Protocol and its binding
regime of emission
reduction commitments,
to a voluntary system in
which each country only
makes pledges on how
much it will reduce its
emissions.
But these are overall
such poor targets that
many scientific reports
warn that the developed countries by 2020 may decrease their emissions by only
a little or even increase their level. The world is on track for temperature rise of
three to five degrees, which would lead to a catastrophe.
Paresh Cartoons

Summer 2010: Hottest Ever?
The year 2010 could possibly be the
warmest year of the century, according
to Nasa scientists. The scientists, who
analysed data recorded by Nasa’s
Goddard Institute for Space Studies
(GISS), found that the period from
January-November was the warmest
ever.
The GISS analysis covers 131 years.
With only a month of data left to go,
2010 is a few hundredths of a degree
warmer than 2005, the warmest year.
“Even if the December global
temperature anomaly is unusually cool,
2010 will at least be in a statistical tie
with 2005 for the warmest year,” GISS
researchers said. According to them, this
year caps a decade of rapid rise in global
surface temperatures, LiveScience
reported.

adaptation and mitigation by year 2020.
An overall consensus has been reached to keep rise in
global average temperature below 2 degree celsius. The
developed countries have agreed to increase their emission
reduction targets, though they have not stated concrete
numbers. Developing countries also will chart out national
action plans and will be open to ‘international consultation
and analysis’.
A final pronouncement could not be reached in the Cancun
meeting, and is difficult to come in the Durban summit as
well. But negotiators have taken strategic steps towards
bridging the gaps amongst them, which breathes life and hope
into the negotiations.

(www.thestar.com.my, 13.12.10)
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Greenland Ice Sheet Future Grim
A glaciologist is warning that the
Greenland ice sheet is “retreating and
thinning extensively” after a year of
record-breaking high temperatures. Dr
Alun Hubbard of Aberystwyth University
says its future is “grim” but disputes
claims by other experts that it could
collapse within 50 years.
He maintains it would be at least
100 to 1,000 years before it “potentially
passes any point of no return leading
to any widespread collapse”. The group
camped about 70 miles (112km) up the
sheet, and measured the thickness,
speed, climate, and other vital statistics
using radar, seismic and geophysical
equipment.
Large melt lakes form on the
Greenland ice sheet. They found rising
temperatures had caused extensive
melting in new upper parts of the ice
sheet in this ‘very sensitive polar region
of the planet’. This has generated at least
double the quantity of melt water,
compared with 2009, which runs off the
ice sheet into the Atlantic and Arctic
oceans.
(www.bbc.co.uk, 29.12.10)
Environmental Taxes in OECD
The Organisation for Economic
Cooperation and Development (OECD)
said that governments could make
better use of environmental taxes to
discourage pollution and boost
innovative ‘green technologies.’
A latest report on ‘Taxation,
Innovation and the Environment’, said
taxes on pollution provide clear
incentives to polluters to reduce
emissions and seek cleaner
alternatives. By placing a direct cost on
environmental damage, profit-

maximising firms have increased
incentives to economise on its use, just
like other inputs to production.
Compared to other environmental
instruments such as regulations
concerning emission intensities or
technology
prescriptions,
environmentally-related taxation
encourages both the lowest cost
abatement across polluters and
provides fillips for abatement at each
unit of pollution.
These taxes could also be a highly
transparent policy approach, allowing
citizens to clearly see if individual
sectors or pollution sources are being
favoured over others.
(BL, 13.10.10)
Subsidies for RE to Rise
Global subsidies for renewable
energy totalled US$57 billion in 2009,
International Energy Agency Chief
Economist Fatih Birol said, providing
the agency’s first estimate of assistance
for the industry.
The support compares with
US$312bn for fossil fuels in the same
year, mainly in developing countries,
Birol said at a press conference in
London. Support for renewables will rise
to US$110bn in 2015 he said, noting the
industry faces a ‘challenge’ with many
countries trying to cut budget deficits.
(www.canada.com, 09.11.10)

Combating Threat to Food Security
A comprehensive plan to combat
threats to global food security was
presented during a UN-sponsored food
security summit in Rome. UN SecretaryGeneral Ban Ki-moon said global food
shortages were aggravated by climate
change and population growth that will

see 2 billion more mouths to feed in
2050 — 9.1 billion in all.
The World Summit on Food Security
is being conducted at the Rome
headquarters of the UN Food and
Agriculture Organisation. More than 60
heads of state, including Pope Benedict
XVI, are attending the summit, but some
of the larger countries, including the US,
are absent.
Ban outlined steps ranging from
immediate needs such as food aid,
safety nets and social protection, to
long-term goals achieved through more
investments
in
agricultural
development, better market access and
fairer trade for smaller farm
(www.upi.com, 16.11.10)
operations.
EPA to Double Down on Climate
The Obama administration is
expected to roll out a major greenhouse
gas (GHG) policy for power plants and
refineries, signaling it would not back
off its push to fight climate change in
the face of mounting opposition on
Capitol Hill.
The Environmental Protection
Agency has agreed to a schedule for
setting greenhouse gas emission limits,
known as “performance standards,” for
the nation’s two biggest carbon-emitting
industries, POLITICO has learned.
Under the schedule agreed to by EPA,
states and environmental groups, the
agency will issue a draft GHG
performance standard for power plants
by July 2011 and a final rule by May
2012. The agreement requires EPA to
issue a draft limit for refineries by
December 2011 and a final rule by
November 2012.
(www.politico.com, 21.12.10)

Toxic Sludge Tests Pollution Law

H

www.caglecartoons.com

ungary’s spill of toxic sludge will provide the first ironically, was among the most proactive in enacting the
serious test of recent European legislation designed to directive and is one of just a handful of the 27 EU nations
ensure polluters pay for environmental damage they cause. that planned to make financial provisions against
It could also increase pressure on EU
environmental damage compulsory
governments to force industrial
for large industrial groups.
companies to make financial provisions
However, not all of the local
against the risk of serious
legislation has yet been fully enacted.
environmental accidents.
Politicians, lawyers, environmental
The 2004 environmental liability
groups and corporations from
directive (ELD) has been implemented
around the EU will all be watching
sporadically across the EU, with some
closely to see how the directive is
countries, such as the UK, taking years
us.
to introduce legislation. Hungary,
(www.telegraphindia.com, 13.10.10)
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IPR Disputes by Multi-nationals
Mounting in China and India – An Overview

M

ulti-nationals are frequently initiating legal actions
these days in regard to IPRs in countries like China and
India. This can be explicated by the constant rise in the number
of such disputes initiated by multi-nationals in both these
countries.
Gone are the days when it took long time for legal matters
to be settled in India, now high courts at Delhi, Mumbai and
other metro cities are flooded with cases of Copyright and
IPRs. According to Supreme Court judge Justice Dalveer
Bhandari, the reasonable costs of litigation and speedy

disposal of cases have started attracting multinational
corporations (MNCs) for initiating such disputes.
Similar is the situation in China. According to China’s
Supreme People’s Court (SPC) Intellectual Property Tribunal
President Kong Xiangjun a total of 1,057 foreign related IPR
infringement cases, mostly being copyright infringement
issues, were handled by Chinese courts in 2010. Those
involved in the litigations included multinational giants like
BMW, Schneider Electric, Microsoft Group, HP, Sony, Ctrip.com
and Pfizer.

3D to Beat Copyright Pirates
A new 3D animation advertising
campaign aims to discourage illegal
copyright and trademark infringements
that cost the country millions of
dirhams a year. The UAE is determined
to protect IPRs, and although piracy is
a concern, the number of cases has
dropped and trademark and patent
registration inquiries have increased,
the Minister of Economy, Sultan al
Mansoori, said.
Strict laws mean those caught can
face years in prison, but Fatima al
Hosani, Director of the Trademarks
Department at the Ministry of Economy,
said there was still plenty to do. A study
sponsored by the Business Software
Alliance showed that government-led
efforts to reduce software piracy by 10
percent in 2012 could boost the local IT
sector’s revenue.

(www.piracynetwork.com, 25.12.10)

Protection of Traditional Knowledge
While there is much preoccupation
with the issues of copyright law in the
Caribbean, which is centred on trade
and commerce, the lesser known issues
of traditional knowledge in intellectual
property are hardly considered to be of
special significance to the majority of
policymakers and, except for a few
pockets of interest groups such as a group
of Rastafarians in Jamaica, the average
citizen is uninformed on the subject.
The importance of traditional
knowledge and the preservation of
entitlement to retain the rights to
commercial and other exploitation are
of some importance to Caribbean
countries dating settlement by Europeans
and others to the 15th century and later,

UK Seeks Evidence on IP
An independent review of IPRs and
economic growth in the UK has issued a
call for evidence on how the IP system
can best support growth.
This review will identify the barriers
to growth and, where they exist, work
out how to remove them. The review will
set out short-term improvements that
could be made as well as a long-term
vision for the IP system. Of particular
interest is the impact of IP on small and
medium-sized businesses. The review
also will look at new business models
and how to remove barriers to growth
associated with IP.
(www.ip-watch.org, 22.12.10)
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(www.thenational.ae, 29.12.10)

MNCs to Settle Copyright Cases

S

ounding a warning to pirates,
Supreme Court (SC) judge Dalveer
Bhandari said many MNCs were now
suing individuals and organisations
in India for violating IPRs since the
cost of litigation
in the country was
reasonable and
disposal of cases
had
become
speedy. The judge
said
the
perception that it
takes a long time
to settle legal
matters in India
was a thing of the
past and high
courts in Delhi and Mumbai were
flooded with cases of copyright and
IPRs.
Many multinationals have turned
to India to settle disputes. Microsoft
has filed 25 cases in the Delhi high
court. By and large, the executive in
India has always implemented
judicial orders, though it may have
taken time to decide cases, he said.
Bhandari said the Copyright Act
was introduced in India in 1957 as the
government wanted to protect works
of legendary poet Rabindranath Tagore.
Since then, the act has been amended
five times, last in 1999.

www.caglecartoons.com

IPR Trials of Top MNCs
The number of IPRs’ trials involving
foreign companies is on the rise in
China and litigations cover many
multinationals who invest in the
country. A total of 1,057 foreign-related
IPR infringement cases, mostly being
copy right infringement issues, were
handled by Chinese courts in 2010.
Those involved in the litigations
included multinational giants like
BMW, Schneider Electric, Microsoft
Group, HP, Sony, Ctrip.com and Pfizer.
Total of 39,913 IPR cases, involving
US$951mn, were heard in Chinese
courts between January and November
— a year-on-year jump of 64 percent.
Among the cases, 23,304 involved
copyright infringement, 5,273 were
connected to patent infringement and
7,617 trademark infringement. Patent
and
trademark
infringements
accounted for the majority of IPR cases
involving multinational companies.

(www.dnaindia.com, 18.10.10)

and contain a rich legacy of traditions
in many areas, which resulted from an
amalgamation of various cultures; or
which may have remained within the
grasp of particular cultural enclaves.
(www.ip-watch.org, 07.12.10)
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Demand for
Reform of Global
Financial
Institutions on
the Rise – An
Overview

E
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Renaissance Capital Eyes Rwanda
Renaissance Capital (RenCap), a
Russian investment bank with operations
in Africa, plans to expand into at least
four African countries including Rwanda
in 2011. Moscow-based bank, which
currently operates in five African nations
including Kenya, Nigeria, South Africa
and Zambia, plans to move into Angola,
Uganda and Rwanda.
The National Bank of Rwanda (NBR)
has not yet received RenCap’s formal
application for a banking license but
BNR’s Public Relations Officer, William
Katete, told that this does not necessarily
mean that there are no chances. “Maybe,
they are still putting the necessary
application documents together so that
they apply officially,” Katete said.
According to the Central Bank’s
licensing policy, NBR shall grant a license
only after it has been satisfied of criteria
such: as an applying Bank’s ownership
structure and suitability of shareholders;
and development strategy.
(www.rnanews.com, 12.10.10)

Algeria Hits Foreign Investment
Tough new conditions imposed on
foreign firms in Algeria are depressing FDI
which the energy exporter badly needs to
create jobs, the International Monetary
Fund said.
Algeria experienced a 60 percent drop
in FDI in 2009 as the global downturn cut

investment worldwide, but while similar
economies saw a strong recovery in
capital flows in the first half of 2010, in
Algeria they rose by only 5 percent. Joel
Toujas-Bernate, Head, Annual IMF
Mission to Algeria, said there was a link
between weak investment and a set of
restrictions imposed by the Algerian
government over the past two years as part
of a policy of economic nationalism.
The IMF mission said Algeria should
also allow a greater role for the private
sector, reform banking and diversify the
economy outside the dominant oil and gas
sector to tackle the country’s high
(Reuters, 04.11.10)
unemployment.

FDI Decreased in
Turkey

I

n the first seven months of 2010, the
FDI decreased 35 percent in Turkey. FDI
went from US$3.833 to US$2.49bn
according to balance of payments data
from the Central Bank of Turkey, Today’s
Zaman reports. The process started in
2009 when the financial crisis caused a
59 percent decrease in FDI in 2009.
The Turkish industrial sector
suffered the most with the 61.2 percent
decrease in FDI. The FDI for the metal
products sector increased in Turkey by

wwww.images.com

merging economic powerhouses
from Asia are stepping up their
demand for reforms in the
international financial institutions
so as to give more political weight
and representation to developing
countries, given the changing global
economic scenario. Both India and
China forcefully sought more quota
shares of the IMF to developing
countries at the Asia Europe
Meeting (ASEM) summit.
The demand for IMF reforms has
increased since the onslaught of the
global financial crisis since 2008,
amidst fears that further financial
market failures in developing
countries may accentuate the crisis.
Certain recent reports foresee very
high risk of crashing asset bubbles
in the fast growing Asian
economies, given that investment
flows to these emerging markets
from the west has been booming in
recent times.
In contrast, many countries from
the Eurasian region are finding it
difficult to attract foreign direct
investment (FDI). Turkey faced a
decrease in FDI by as high as 35
percent during the current fiscal.
According to reports, Eastern
Europe’s current disadvantageous
position to attract investment could
be worsened by the euro region’s
debt crisis. Elsewhere, in Algeria
and Argentina, stringent domestic
laws are acting as barriers to
investment inflows.
In Sub-Saharan Africa, the
foreign investment scenario seems
to be bright. Seizing the opportunity,
a Russian investment bank with
already established presence in
Africa, plans to expand its
operations to four more African
countries including Angola, Uganda
and Rwanda.

Indian Micro-credit Industry Collapse
India’s rapidly growing private microcredit industry faces imminent collapse
as almost all borrowers in one of India’s
largest states have stopped repaying their
loans, egged on by politicians who accuse
the industry of earning outsize profits on
the backs of the poor.
The crisis has now reached a critical
stage. Indian banks, which put up about
80 percent of the money that the
companies lent to poor consumers, are
increasingly worried that after surviving
the global financial crisis mostly
unscathed, they could now face serious
losses. Indian banks have about US$4bn
tied up in the industry.
The region’s crisis is likely to
reverberate around the globe. Initially the
work of nonprofit groups, the tiny loans
to the poor known as micro-credit once
seemed a promising path out of poverty
for millions.
(NYT, 17.11.10)

211 percent from US$63mn to
US$196mn in 2010. Also the service and
construction sectors in Turkey were able
to attract foreign investments.
European countries faced a
decreased of FDI and it went from
US$3.387bn in the first seven months of
2009 to US$1.934bn for the same period
in 2010. Asian countries were the biggest
investors in Turkey with US$302mn with
Americans following with US$254mn.
(www.balkans.com, 04.10.10)
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(Bloomberg, 08.11.10)

Reform Global Financial Institutions
The Asia Europe Meeting (ASEM)
summit weighed in for reforming the
international financial institutions
(IFIs), especially the quota regime of the
IMF, by suggesting a deadline for the
process.
This was reflected in the declaration,
which expressed support for the
implementation of the IMF quota reform
by the G-20 Summit in November at
Seoul. The declaration wanted the world
to ‘adequately reflect the relative weight
and responsibilities of the IMF
members in the world economy.’
“As decided at the October 2009
meeting of the International Monetary
and Financial Committee in Istanbul,
we reaffirm that IMF quota shares must
be shifted to dynamic emerging markets
and developing countries by at least five
percent from overrepresented to
underrepresented countries using the
current quota formula as the basis to
work from, while protecting the voting
power of the poorest countries,” the
declaration said.
(TH, 06.10.10)
Flood of Foreign Assets in Asia
As money surges with ever greater
force from the west into emerging
markets, nowhere does fear of asset
bubbles and currency volatility run
deeper than in the fast-growing
ECONOMIQUITY
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Euro Debt Could Hurt Profits

E

astern Europe’s ability to attract investment may be hurt by the euro region’s
debt crisis, said Erik Berglof, Chief Economist, European Bank for Reconstruction
and Development. “As long as we don’t have a more long-term solution to the eurozone problem, there is an uncertainty about investment in western Europe and
western European companies wanting to
invest in our region,” he said.
Former communist countries from
Poland to Romania are counting on a west
European recovery to boost demand for their
exports and accelerate economic growth.
Concerns that Europe’s crisis will be
prolonged mounted after Ireland became
the second euro-area nation after Greece
to take a bailout, obtaining an 85 billioneuro package.
The Czech koruna declined 4.2 percent against the dollar and the Polish zloty
fell 2.1 percent this quarter, more than any of the 31 major currencies tracked by
Bloomberg except the Colombian peso and the Turkish lira. The euro weakened 1.9
percent in the period.
(BW, 15.12.10)
Paresh Cartoons

Argentina May Risk Investment
Argentina’s government is pushing
a bill that would require companies to
distribute 10 percent of profits to
employees, move business leaders say
violates property rights and may
undermine investment in South
America’s second-biggest economy.
Hector Recalde, a 72-year-old
lawmaker for President Cristina
Fernandez de Kirchner’s Victory Front
alliance, said his bill would allow
employees to benefit from the surging
profits at banks and other industries.
Opponents say it would dissuade
companies from expanding, buying new
equipment and adding jobs. The Labour
Committee in Argentina’s lower house
will take up the legislation.
Argentina’s economy will grow 9
percent in 2010, the most since 2005,
according to the central bank’s forecast,
after 0.9 percent growth in 2009.

economies of Asia. Foreign capital has
rushed into the region’s bond and equity
markets in 2010, driving the region’s
currencies sharply higher against the
dollar and raising the prospect of a
sharp
response
from
Asian
policymakers.
Thailand introduced a tax on foreign
holdings of government bonds, a move
designed to curb potentially
destabilising inflows. Other Asian
countries could follow Thailand’s
example and impose their own capital
controls in coming months.
The pace of inflows into Asian
markets, as investors have sought
higher-yielding currencies, has been
dizzying. Net private capital flows to
emerging Asia are forecast to reach
more than US$270bn in 2010 and as
much again in 2011.
(www.ftchinese.com, 18.10.10)

FDI Down in Pakistan
Despite the fact that some
improvement has been witnessed on the
economic front, foreign investors are
still reluctant to invest in Pakistan due
to worst law and order situation and
unstable policies.
The State Bank of Pakistan (SBP)
revealed that FDI posted a decline of 22
percent during the first five months of
current fiscal year. According to SBP, FDI
registered a decline of US$157.1mn or
21.5 percent during the first five months
(July-November) of current fiscal year

2010-11. With current decline, FDI fell
to US$573.3mn in July-November of
current fiscal year as compared to
US$730.4mn in same period last fiscal
year.
Total private investment including
privatisation proceeds stood at
US$750.7mn during the period. It fell
by US$298 in first five months of current
fiscal year. Economist said that the
country has failed to capitalise the
improvement of economic side in
attracting more foreign investment.
(www.pakobserver.net, 17.12.10)

OPIC Invest in Emerging Markets
The US Overseas Private Investment
Corporation (OPIC) will provide at least
US$300mn in financing for new private
equity investment funds that could
ultimately invest more than US$1bn in
renewable resources projects in
emerging markets.
OPIC’s mission is to mobilise the US
private sector to invest overseas by
fostering economic development in new
and emerging markets, complementing
the private sector in managing risks
associated with FDI, and supporting US
foreign policy.
The mobilisation of these funds,
which was announced at the UN Climate
Change Conference, represents one of
the US government’s largest initiatives
to support the international effort to
mitigate climate change.
(www.eponline.com, 07.12.10)
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Work and People

Trends in International Migration – An Overview

T

he international migration saw a sharp decline due to the global financial
crisis which began in 2008 resulting in migration flows to drop, halting rapid
immigrant growth. But as the recovery moves into gear, migrants will be needed to
fill labour and skill shortages. Many developed nations such as Germany are
facing shortage of skilled labour. To counter the labour shortage, many companies
have adopted strategies of paying highly skilled workers large bonuses and
increased wages. Furthermore, according to a report by International Organisation
of Migration (IOM) the world migration is expected to rise above 400 million by
2050. The report has said that in the coming years, apart from traditional migration
routes to Europe and the US emerging economic powers like China, India and
Brazil is also going to see the influx of migrants in large numbers.
On the other hand in Europe, number of events in 2010 particularly in countries
like UK which was long seen as moderate in terms of immigration, seem to indicate
a larger shift away from openness. In a recent development UK court has nullified
government’s decision to introduce a cap on number of skilled workers from India
and other non EU countries.
In terms of remittances received, India has emerged as the top remittance
recipient in the year 2010 with a total of staggering figure of US$55bn received as
remittance.
India Top on Remittances
India has retained its position as
the top remittances recipient country,
according to the latest estimates put
together by the World Bank. India has
recorded remittances of US$55bn so far
in 2010, followed by China with
US$51bn. Other leading recipient
countries include Mexico, the
Philippines, France, Germany and
Bangladesh.
Remittances to developing countries
are expected to reach US$325bn in
2010, up from US$307bn in 2009.
Worldwide, remittances are projected
to reach US$440bn by the end of 2010,
says the ‘Migration and Remittances
Factbook 2011’ brought out by the
World Bank.
(BL, 21.11.10)

Germany Pays of Labour Shortages
German industrial companies are
paying highly skilled workers large
bonuses and increased wages to counter
the worst labour shortage that Europe’s
largest economy has seen since the
country’s “economic miracle” of the
1960s.
Siemens, for example would pay its
global workforce a total of US$415m in
performance bonuses for 2010. The
engineering group’s German employees
will receive a one-time payment of up
to €1,000 in January 2011. Labour
market experts say the companies’
largesse is mostly a reflection of a
drastic skill shortage that has started
to impact on Germany’s booming
engineer-driven economy.

UK Immigration Cap Unlawful
K’s High Court has nullified the
government’s decision to
introduce a cap on number of
skilled workers from India and
other non-EU countries, saying the
limit imposed without a
parliamentary
scrutiny
is
‘unlawful’. The temporary cap on
the number of skilled workers from
countries outside the EU was
introduced in June “unlawfully”, the
high court ruled.
Home Secretary Theresa May had introduced the cap as an interim measure
before a permanent cap to be in place from April 2011. It was challenged on the
ground that ministers had ‘sidestepped’ parliamentary scrutiny before
announcing the temporary cap.
(FE, 19.12.10)
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The value of German exports is set
to rise 16 percent to €937bn in 2010,
driven by strong demand for premium
cars and machinery from China and
other emerging countries, and
manufacturers are starting to feel the
strain.
(FT, 24.11.10)
Migrant Population on Track
The population of migrants
worldwide could rise above 400 million
by 2050 if present rates of growth
continue, says a report by the IOM. The
report says that “ if the number of
international migrants, estimated at
214 million in 2010, continues to grow
at the same pace as during the last 20
years, it could reach 405 million by
2050.”
“Most governments do not have a
systemic and systematic approach, they
do not have even a single ministry
dealing with migration,” Peter Schatzer,
IOM said. “It may be the labour, health,
interior ministry and so on. What we
suggest is the need to coordinate and
have a dialogue between countries that
send migrants, transit countries, and
destination countries in order to get a
handle on this.” (www.ipsnews.ne, 29.11.10)
A New Statistics Database
Timely information on the labour
market and consumer prices are
indispensable for drawing up
appropriate policy responses to the
global economic crisis. To facilitate
this, and also to commemorate World
Statistics Day on October 20, the ILO
Department of Statistics has launched
a new short-term indicators database.
The new database will be updated
each month with the latest national data
for indicators reflecting recent- and
short-term changes on the labour
market. Governments, employers’
organisations, trade unions, labour
market analysts and the media can now
count on an improved labour statistics
tool, allowing them to better monitor,
understand, and analyse the recent
events in labour markets.
The new database contains selected
indicators for some 70 countries and
territories that gather infra-annual
information for the current year. In
addition, 40 indicators are available
disaggregated by sex.
(www.ilo.org, 20.10.10)
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Special Column

A Global Plan Can Stop a Decade of Decline
– Gordon Brown
For two centuries Europe and America dominated global output, manufactured
and exported the majority of the world’s goods and invested and consumed far
more than the rest of the world combined. Now in 2010 the US and the EU are
being out-produced, out-manufactured, out-traded and out-invested by the rest
of the world – but not out-consumed.

A

–

markets just at the time they could
benefit us most. Indeed only by
championing a new world trade deal
and demanding the removal of nontariff trade barriers can America and
Europe benefit from the world’s new
markets, and ensure that worries about
protectionism do not turn, as they have
in the past, into true isolationism.
Walking away from, or even
undervaluing, the economic cowww.thefinanser.co.uk

ll the individual dramas of the last
three years – the subprime mortgage
disaster, Lehman’s collapse, Greek
deficits, and Irish bankruptcies – can
highlight, but should not obscure, these
global economic shifts that now
threaten the west. The danger for
America and Europe is years of low
growth and high unemployment.
But decline is wholly preventable.
Over the last decade, in which rising
rates of Asian production have gone
unmatched by similarly rising rates of
Asian consumption, a fundamental
imbalance has developed between east
and west. Within a decade, a richer Asia
will be home to a middle class revolution
equivalent to the consumer power of two
Americas. Even if we exclude Japan,
Asia’s consumer market will rise from
12 percent of world consumption prior
to the crisis, to about 32 percent in 2020,
becoming the main driver of world
growth.
This shift can be the most effective
exit strategy from the crisis, and help to
rebalance the world economy – but only
if Europe and America re-equip, and are
able to export their superior
innovations and global brand name
goods to Asia’s new billion-strong
middle class. Yet delivering these valueadded, technology-driven, custom-built
products and services will only be
possible with high levels of investment.
Here
conventional
1930s
retrenchment – and in particular cutting
investment in science and technology,
universities and education – will only
see Europe and America miss out on
huge opportunities in the east. The
descent into trade and currency wars,
bans on cross border takeovers, and
excessive restrictions on skilled
workers are also counterproductive,
risking access to the world’s biggest new

operation that makes higher global
growth possible will condemn us to high
unemployment. Ever since the two
meetings of the G20 leading nations in
2009, countries around the world have
been withdrawing into their national
shells. Their populations have been told
that their problems are little to do with
global restructuring, while national
politicians have failed to acknowledge
that the challenges they face are
anything other than domestic. It would
be wrong for national politicians to
pass the buck, but the big issues of
financial instability, trade and global
imbalances are nonetheless global
problems demanding new levels of
global co-operation.
Given they do not lend themselves
easily to one-country solutions, I
believe the new chair of the G20, French

president Nicolas Sarkozy, should be
given the mandate to take two
initiatives. F irst, by co-ordinating
internationally ongoing work on
financial institution reform, he can
create the certainty that is currently
lacking on global banking standards
and rules. Second, he should advance a
global growth plan which matches a
faster rise in consumer spending in the
east with space for targeted investment
for new jobs in America and Europe, as
part of the west’s multi-year fiscal
consolidation.
The euro area has three big
problems, not just one: its fiscal
deficits, bank liabilities and structural
barriers to growth. All three are
currently conspiring to make countries
accept economic contraction with high
unemployment as their best way
forward. The eurozone should agree a
timetable for reducing debt levels to 60
percent of national income. But it also
has large bank liabilities, not just in its
periphery but also in its core. Unable to
adjust their exchange rates, and
hampered by a one-size-fits-all interest
rate, eurozone countries need other
flexibilities too.
I opposed Britain joining the euro
because, I argued, it was too inflexible
to deliver our objectives as a nation.
But a failed euro would now be an
economic and political disaster, with
repercussions well beyond Europe. In
concert with American investment and
reform, and alongside firm action at the
G20, the west can reap the rewards of
Asia’s consumer revolution, and enjoy the
prosperity that comes with the second
great shift of our global era – creating
between 30m and 50m jobs in the G20
over the next four years, and overcoming
the weaknesses of our old economy by
rising to the opportunities of the new.

Former UK Prime Minister. Abridged from an article that appeared in the Financial Times, on December 08, 2010.
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Publications

ReguLetter
The October-December 2010 issue of newsletter, ‘ReguLetter’ encapsulates
‘Call for World Competition Day’ in its cover story, which state that cartels in the
air cargo industry should be of concern to all stakeholders as they have a serious
negative impact on efforts towards economic development and poverty reduction
in developing countries. What is therefore apparent that competition authorities
in developing countries also need to be in a position to join in and prosecute such
international cartels once they are discovered.
The lead story is followed by regular sections focusing on news, views and
policies related to corporate restructuring, regulations of utilities and finances,
corporate governance etc. of different countries in particular, the developing
nations. Besides, annual roundup of competition laws, mergers & acquisitions,
corporate issues etc. is another highlight of the edition.
A special article by Frederic Jenny and David Lewis says that had a regional
African competition law covering all African countries existed, the market-sharing
agreement between Castel and SABMiller could have been prohibited and vibrant
competition could have been preserved. Another special article by Jagdish Bhagwati
argues that the attempt by some NGOs and activists to impose a straitjacket on
CSR, reflecting their priorities, is misguided and must be rejected.
About a Competition Law looks at the competition scenario in China, the
institutions of competition law in the country and the scope of improvement in
the law.
This newsletter can be accessed at: http://www.cuts-ccier.org/reguletter.htm

CUTS Trade Advisory

We want to hear
from you…

In order to take full advantage of trade liberalisation in India and rest of the
world, which are being advanced through various free trade agreements as well
as through WTO agreements, states must prepare themselves by reflecting on the
contours of import competition and export competitiveness of sectors of their
interest.
With this purpose in mind, this Bi-Monthly Dossier on Trade and Development
Issues in Rajasthan seeks to provide comments on contemporary developments
and advocate for possible policy options for the state to take more advantage of
emerging economic environment.
This Dossier can be viewed at:
http://www.cuts-citee.org/pdf/CUTS_Trade_Advisory_01-2010.pdf
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