CONOMIQUIT
E
Y
NEWSLETTER OF THE CUTS CENTRE FOR INTERNATIONAL TRADE, ECONOMICS & ENVIRONMENT

No. 13, January-April 2000

J

Do Rich Countries Take UNCTAD Seriously?
The message which came out clearly at Bangkok was that it is
UNCTADs job to promote trade and investment and help developing
countries understand its benefits.

The Economic Times

INSIDE

ohn Weekes banged his fist on the
table and screamed: We were not
a part of that decision. This
happened on a nice sunny day in
October 1996 in Geneva, when some
of us from Consumers International
were lobbying trade ambassadors.
Our mission was to influence
governments in the run up to the first
ministerial review conference of the
World Trade Organisation scheduled
in December at Singapore. We were
taken aback and just kept mum.
Weekes was the then Canadian
ambassador to the WTO in Geneva.
In a totally unexpected manner, he
reacted angrily to my simple question.
It was: Why are the rich pushing for
discussions on investment rules at the
WTO, when the international
community had agreed at its IX th
meeting that UNCTAD should begin
work on this issue?
UNCTAD IX was held in April-May
1996 at Midrand in South Africa.
Tragically, only nine of the 26 rich
OECD countries were represented at
the ministerial level, and that too,
mainly junior ministers. A similar
scene was observed at Bangkok at
the UNCTAD X, which was held in
mid-February 2000.
Of the 29 odd members of the
OECD, only about 8 had ministers, but
that also either junior ones or the ones
which are dealing with development
cooperation. The only exception was
Japan, whose prime minister was
participating.
Most developing countries,
including India, had cabinet level
ministers. Not only officials, but even
the civil society of the North did not
have as many representatives as they

had at Seattle, where the non-starter
third ministerial conference of the WTO
was held in December 1999. This
reflects the disdain that rich countries
have for UNCTAD.
The message which came out
clearly at Bangkok was that it is
UNCTADs job to promote trade and
investment and help developing
countries understand its benefits. At
least the scene was better than the ninth
conference, where the fate of UNCTAD
was a big question mark. It survived then
and will continue to provide technical
assistance to developing countries to
cope with the demands of the rich for
new deals and further market openings.
UNCTAD was established in the
1960s by Raul Prebisch as it first
secretary general. It had carved out a
role to help developing countries to
improve their capacities in international
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trade. Primary commodities was one
important area of its work, where it had
helped negotiate international
agreements. None of the accords
except one on rubberexist any longer
and even the section dealing with
commodities in UNCTAD has been
downsised substantially.
When the WTO was established in
1995, the USA even suggested closing
down UNCTAD as it would have little
role to play. But, it survived after a tacit
understanding that it would work as
an agency which can promote trade
and investment liberalisation. In
pursuance of this, it continued to
provide assistance on international
trade negotiations to developing
countries. At another level, it also
looked systematically at issues in an
objective manner producing some very
../..
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FORUM
good
reports on trade and
development, least developed
countries and investment.
Its current analysis on the plight
of developing countries in the existing
globalising economy encouraged the
venerable secretary general of
UNCTAD, Rubens Ricupero to call for
the Bangkok meeting to be the world
parliament for globalisation. The
theme chosen was applying the
lessons of the past to make
globalisation an effective instrument
for the development of all countries
and all people.
It was fondly hoped that the spirit
of Bangkok will help countries
overcome the Seattle trauma, but
that was not to be. As a powerful
symbol of the existing scenario in
international economic relations,
Ricupero highlighted the last days
ceremonial alms-giving to Buddhist
monks in return for merit, as a parable
on the need to temper the rich
countries control over wealth with a
thought about caring for the poorer
countries.

As one commentator described it,
the right to dream was the central
theme of the Bangkok enclave. This
point was made by the Algerian
President, Abdelaziz Bouteflika in a
strong critique of the response to
Africas crisis by the rich countries.
He was speaking at a panel
discussion on the last day, where
other speakers included the heads of
governments
of
Thailand,
Mozambique, Dominican Republic
and Morocco. Writing off the debt of
33 poorest African countries, which
could not pay the debt anyway was
only a gesture, a macabre scene
where a creditor visits a dying man to
forgive his debts, he said to a loud
applause by the audience.
However, when it came to brass
tacks about debt write-off or even
tariff concessions to the poorer
countries, the conclusions at the
Bangkok did not offer any new
direction. These issues were
discussed rather actively over the
duration of the conference. Said Juan
Somavia, the director general of the

International Labour Office, as one of
the key speakers at the conference:
I would like to see the international
organisations dealing with financial
matters giving much more importance
to capital that produces goods,
creates jobs, etc., than to a casino
economy that has financial flows
moving all over the place. The rich
resisted any such overhaul. The draft
on reform of the international financial
architecture was watered down to
reform of the international financial
structure.
That is how the UNCTAD stands.
While many in the civil society have
much hopes, the reality is that it is
the WTO which has the teeth and
therefore, it is here where the future
action will be. That is how even the
rich are looking at a future scenario.
This is not to say that UNCTADs role
will diminish. Even as a talk shop, it
will continue to operate on the
sidelines and wield some influence
on the mainstream process. As far as
the poor south is concerned, they will
need to continue to support its role.
Pradeep S. Mehta, Editor

The IMF went for an Overkill in East Asia: Jeffrey Sachs
Jeffrey Sachs, Professor of Economics at Harvard
University and an inveterate IMF (International
Monetary Fund) baiter, says the swift recovery of
the east Asian economies vindicates his prognosis
that the Asian crisis was essentially financial and
not fundamental.
The following is an excerpt of his interview that
appeared in The Economic Times, January 21, 2000.
You had lambasted the IMF for excessive squeezing of
the crisis-ridden east Asian economies and for not allowing
them the export competitiveness which their depreciated
currencies gave them. But now with many of those
economies on the rebound, the IMF can claim it was right
in its perspective.
No, I still maintain the IMF had gone for an overkill. It was
a panic reaction. The nature of the crisis was temporary
and financial in nature, not fundamental. What the rebound
shows is that the IMFs diagnosis of a fundamental
weakness was greatly exaggerated.
My view always was that the economies were not in
such a deep fundamental crisis as the IMF said; they had
a liquidity crisis.
The alternative view was that they were deeply crisis
ridden: that they had the wrong sectors, inefficiencies,
corruption and that is going to take years and years to
clean them up.
But, the fact is that Korea had a decline of seven percent
of gross domestic product (GDP) in 1998, but grew by 10.5
percent in 1999. When you have panic, you have a V
shape, a sharp decline, followed by a sharp rebound.
But, if it were really the fundamentals that were wrong,
2

you have an L shapea collapse, but no recovery for a
long time.
Would you say that is what is happening in Japan?
I would say that is more like the Russian case. In any
case, I do not think that the IMF should get any credit; can
they claim credit for the growth in Korea? It has been
growing for three decades. It is only when the IMF came
in that they had the worst year in modern history!
What is true is that they could not destroy the vitality of
Korea. The result of the IMFs prescription is that lots of
very viable firms closed their doors last year, simply
because they could not get working capital, which was
because the financial squeeze was so intense.
But, what is the lesson then for capital flows?
This just shows the tremendous instability of capital flows,
a feature of the world economy right now.
It is generated by a bubble mentality and pushes money
first into one area and then anotherwithdrawing it equally
first. That exaggerates the swings.
I think the one thing to do is to stay out of short-term
fund flows.
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The Process
trade and consumption of genetically
The Protocols relationship with other
The process began in 1996, when,
modified products, finally agreed to a
international agreements, particularly the
under the leadership of Tewolde
compromise in the form of Article 18(2).
WTO agreements, was negotiated along
Egziabher of Ethiopia, developing
According to Article 18(2) of the Protocol,
with the precautionary principle. Except
countries (which came together in the
the exporting entity of LMO-commodities
for the Miami Group, all were of the view
form of the Likethat any action in
Minded Group, i.e.
accordance with this
LMG) proposed a
principle should not be
comprehensive text to
taken as a traderegulate trading of
restrictive measure.
genetically modified After almost five years of highly contentious negotiations, parties to the
living
organisms United Nations Convention on Biological Diversity (CBD) finally reached Positive Outcomes
(LMOs). In January an agreement on a Biosafety Protocol to the CBD on January 29, 2000 at
The following are the
1999, negotiations for Montreal, Canada. The protocol was adopted unanimously by about 140 main positive outcomes
the Protocol collapsed countries.
of the Protocol:
This is the first international treaty explicitly addressing both environment  The very recognition
at Cartagena, Columbia
mainly due to strong and trade concerns since the inception of the World Trade Organisation. of the fact that genetically
opposition by leading
Also, it is for the first time that an international framework has been set modified organisms are
exporting
nations, up to regulate genetically modified products, which makes it an important different from non-GMOs
called as Miami Group milestone vis-à-vis environmental and health regulation in the globalised and require special
(USA,
Canada, world.
treatment;
Argentina, Australia,

Inclusion of AIA,
Chile and Uruguay) led
though limited in scope,
by Canada. Interestingly, US, who is not
has to clearly identify that the shipment
is a major advancement, particularly
a party to the CBD, used the Canadian
may contain LMOs and that the same is
putting onus on the exporting entity.
shoulder to fire the salvo that derailed
not intended for intentional introduction
 Incorporation of the precautionary
the Cartagena negotiations. Not to
into the environment.
principle is, perhaps, the most
mention, the US is the largest producer
Unlike AIA, the provisions for LMOimportant positive outcome; and
and exporter of the LMOs.
commodities, places the onus on
 The negotiating process was a boost
Showing great strategic skills, Juan
importing countries to initiate procedures
for developing country co-operation.
Mayr
Maldonado,
Columbian
regulating such commodities into their
Environment Minister, who chaired the
countries and do not, as such, place an
Major Failures
session since 1999 at Cartagena, called
obligation on exporters, as in the case
 LMO commodities are not covered
an informal session in Vienna before
of AIA. However, consent is still required
under AIA;
assembling at Montreal. He also chaired
from importing countries before the
 The documentation requirements for
the final session at Montreal with same
exported LMO-commodities can access
commodities (i.e. may contain
skill and adopted a Round Table
markets of the former.
LMOs) means no automatic
negotiating structure. His approach and
segregation for LMO commodities.
strategy finally proved successful in the
The Achievements
This will make traceability of
end. Alas, the Cartagena Biosafety
The most important achievement for
particular LMO very difficult.
Protocol was negotiated and adopted!
the LMG is the inclusion of the
Consequently in case of any adverse
As mandated by the CBD, the
precautionary principle in the Protocol.
effect due to the same, it will be
Protocol provides for an advance
This is politically very important, given
extremely difficult to establish liability;
informed agreement (AIA), a scheme
the various interpretations of the
 Products of LMOs (e.g. Soya-milk)
whereby the exporting country is obliged
precautionary principle that have been
are not included in the Protocol at all;
to give prior information about intended
floating around based on Article 5 of the
 Absence of a saving clause or for
transfers of LMOs to authorities of
Agreement on Sanitary and Phytosanitary
that matter any relationship clause.
importing countries. No transaction can
(SPS) measures, a part of the GATT
More so, Protocol left the issue of
occur, until the importing country has
acquis. Article 10(6) of the Protocol states
relationship ambiguous as before;
conveyed its decision on the said
that Lack of scientific certainty due to
 Absence of any dispute resolution
information. But, the scope of AIA is very
insufficient relevant scientific information
mechanism. This has serious
limited. It only applies to the LMOs for
and knowledge regarding the extent of the
implications, as again much will
intentional introduction into the
potential adverse effects of on LMO on
depend on the interpretation by WTO
environment (e.g. seeds for planting),
the conservation and sustainable use of
Dispute Settlement Mechanism.
while LMO-commodities (intended for
biological diversity in the Party of import,
More so, Northern countries are
direct use as food or feed or processing)
taking into account risks to human health,
more likely to submit disputes over
have been kept outside the purview of
shall not prevent that Party from taking
trade in LMOs to WTO-DSM; and
AIA.
a decision, as appropriate, with regard
 No provision for liability and redress
As expected, the issue of trading
to the import of the LMO in question in
for damage from LMO trade, though
LMO-commodities was the most
order to avoid or minimise such potential
it is subject to future negotiations.
contentious one. Of the total trade of
effects.
LMOs, about 90 percent comprise of the
Most importantly, unlike AIA, no
Conclusion
commodities. The Miami Group, being
distinction has been made between
Though in theory the Protocol promises
the major exporter of these commodities,
LMOs and commodities for the purpose
a lot but its effectiveness remains
was strongly against the inclusion of such
of the application of the precautionary
uncertain. The Protocol may be signed
commodities under AIA. It was only when
principle. One could say that by inclusion
between 15th May 2000 and 4th June
2001 and will enter into force on the
the LMG agreed to the exclusion of these
of such language, the Protocol has
ninetieth day after deposit of the fiftieth
commodities under the AIA, that the
restarted a debate amongst the trade
instrument of ratification. Thus, the
Protocol could be adopted.
pundits about the efficacy of the
Protocol may be seen both as partial
The Miami Group of countries,
language under the SPS Agreement in
victory as well as failure.
reeling under public protests vis-à-vis
the near future.
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ECONOMIC ISSUES
Call for Compassionate Capitalism
World political and business
leaders struggled at Davos,
Switzerland on how to ensure
cooperation to prevent globalisation
undermining democracy.
The 30th World Economic Forum
(WEF) annual meeting at Davos has
made it clear, both as a concept and
in terms of actual violence, that
sentiments against economic
globalisation has become an issue
which is not going to go away.
Find a way to let the dissenters
have their say and turn them to
constructive partners, said Bill Clinton,
the US President.
Indias Finance Minister, Yashwant
Sinha, warned that globalisation could
lead to economic destabilisation and
asked world leaders to take steps to
ensure equitable growth in developing
countries.
Globalisation should serve the
cause of equitable growth and human
development. Unless this was
achieved, opposition to globalisation
would become more vocal, Sinha
said. (ToI, 01.02.00)
To Rein in Galloping Economy
The US needs to tame blistering
growth and raise interest rate soon to
prevent the worlds top economy from
overheating, said a senior
International Monetary Fund official,
Stanley Fischer.
While the productivity of the US
workers rose at 6.4 percent a year in
the fourth quarter of 1999, the US
economy grew by a red-hot 5.8
percent, the briskest pace of increase
in a year.
Nothing less than the future of the
entire world economy depended on
US policy-makers, he said at a news
briefing at the WEF Annual Meet at
Davos.
Asked what was his main concern
for the worlds near-term economic
outlook, Fischer said, A lot will
depend in the short run on how the
United States handles its excessively
rapid growth and possibly rising
inflation. If that is handled with the skill
that the the US Federal Reserve has
shown it is capable of in past years,
then I expect we will have continued
rising world growth. (BL, 30.01.00)
Growth: Asia Looks Up
Growth forecasts for many Asian
economies have been tweaked up
again. Fiscal stimulus, a rise in
domestic consumption, rising exports
and, not least, an upturn in private
4

investment were the main engines
behind the upward revisions, says
Reuters quarterly region-wide survey
of 130 independent economists.
Inflation looks set to be less of a threat
in Asia this year than previously
feared, according to the report
Government foot dragging on the
restructuring front, particularly in the
banking sector and the distressed
asset problem, the report says, are
acting as drags on growth.
Hong Kong stood out with the
biggest upward revision to this years
growth forecast to 5.8 percent
compared with 4.5 percent forecast
in the last poll in December. Malaysias
growth forecast is boosted strongly to 6.3
percent from 5.7 percent with a liquidity
boom, resurgent domestic demand and
strong demand for electronic goods
forming the bullish outlook.
Likewise, in Thailand rising
domestic demand has pushed growth
expectations ahead with economists
upping this years forecast to 5.3
percent from 4.8 percent. (ToI,16.03.00)
ADB Cautions on Liberalisation
If China, Pakistan, India and
Vietnam opened their economies
hastily, they might face the same kind
of financial crisis that swept other
parts of Asia in 1997-98, cautions the
Asian Development Bank (ADB).
East Asian crisis has a lesson for
these countries. Capital account
liberalisation should strictly follow the
proper sequencing of financial and
then capital account liberalisation.
Without creating necessary
institutions for prudential regulation
and supervision and a desirable price
and economic incentive system in the
real sector, it would not be wise for
these countries to undertake complete
financial liberalisation, the report
advises.
The 1997 crisis in five Asia countries
came from a crisis of confidence traced
to structural weakness. The root cause
was not weak macroeconomic
fundamentals but structural problems
including liberalisation of financial
market without adequate supervision
and regulation, crony capitalism and
policy mistakes in managing private
capital inflows.
Countries should find a balance
between the developmental role and
commercial orientation of banks,
resolve non-performing loans,
enhance prudential regulation and
supervision and strengthen financial
sector infrastructure, the report says.

Prospects for Recovery
A report of the World Bank predicts
an upward trend in the growth rates
for developing countries in 2000. The
growth rates are likely to reach 4.6
percent, as their economy start to
recover from the 1997-99 global
financial crisis. However, not all
developing countries will benefit
equally in this recovery.
The report titled, Global
Development Finance 2000, warns
that some 41 low income countries,
with a combined population of more
than one billion, will barely cross the
threshold into positive growth. The
report also states that international
capital markets, although recovering,
remain risk averse to borrowers in
developing and transition countries as
a result of recent financial crisis.
Growth will be fastest in those
countries that rely more heavily on
trade, are more diversified, receive
more foreign direct investment and
those that have achieved greater
competitiveness.
Several economies in East Asia,
EU-accession countries in Eastern
Europe, Brazil and Mexico exhibit two
or more of these attributes. China and
India, with 46 percent of developing
country population and 55 percent of
poor, are also expected to sustain
fairly rapid growth while grappling with
domestic reform issues, the report
says. (BL, 06.04.00)

US Sees Bigger Role for LDCs

B

y 2025 in both low growth and
high growth scenarios, China,
Brazil and India could become
significant economic centres and
attractive export market for OECD
(the Organisation for Economic
Cooperation and Development) and
non-OECD countries alike,
according to a US commission.
Influence of developing countries
in the world economy would grow in
the next 25 years, giving rise to
increase tension as they try to
influence global economic process.
The share of developing countries
in the global economy would rise
from 44 percent to 67 percent in
the next 25 years, the commission
on national security in 21st century
predicted in the report.
The commission also expected
economic disparities to be more
visible in coming years which could
be a new source of frustration and
social tension. (BS, 17.01.00)

(BL, 18.03.00)
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Economic Reforms in Indonesia
Amidst regional tensions,
hundreds of deaths in continuing
religious violence in Spice Island and
Lambok and military-civilian conflict,
Indonesia plans economic reforms
aimed at freeing up $5bn of loans from
the International Monetary Fund (IMF)
and billions of dollars from other
international lenders.
The plans, outlined in a letter of
intent to the IMF signed recently, is
based on expectations that the growth
rate will rise to 3-4 percent in the
current fiscal year, up from 1-2 percent
in the last year.
It foresees a budget deficit of five
percent of gross domestic product in
fiscal 2000, half of which will be
financed by foreign loans and the
other half by an ambitious programme
of asset disposals and privatisations.
(FT, 21.01.00)

Australia: Steady Growth
The Australian economy kept up
its robust performance and grew at 4.3
percent in the fourth quarter of 1999.
Helped by an increase in exports and
rising public sector demand, gross
domestic product (GDP) rose by one
percent in the quarter.
The growth rate has been steady
at or above four percent for 11
consecutive quarters, which was
unrivalled in the last 30 years.
However, the data was
accompanied by a poll, which shows
that consumer confidence had fallen,
despite the positive news on GDP.
There was renewed pressure on the
Australian dollar.
The mixed signals stoked further
debate among economists over the
direction of the economy and the
outlook for interest rates. (FT, 16.03.00)
Services Outsourcing on the Rise
Outsourcing of strategic business
services by advanced countries is
increasing. A range of services
encompassing computer software
and information processing, research
and development and technical
testing, marketing, business
organisation and human resource
development are described as
strategic business services.
A recent study by the Paris-based
inter-governmental think-tank of 29
rich industrialised countries the
Organisation
for
Economic
Cooperation and Development
(OECD), reveals that although the
OECD deals with outsourcing of these
January-April 2000

services among the OECD members
only, its implications need to be
carefully weighed by developing
countries.
They have a large contingent of
service providers in some important
destinations including the US, Japan,
Canada, western Europe particularly
in the domain of computer software
services.
According to Marian Murphy,
director of science, technology and
industry, OECD, turnover in strategic
business services amounted to at
least $1,000bn in 19 OECD countries
in 1995, which was roughly the GDP
of the UK in the same year.
Such
services
provided
employment for almost 11mn people
in 21 countries. Heading the field is
computer services, which generated
the highest turnover of some $350bn
followed by business organisation
services, generating more than
$290bn. (BL, 02.02.00)
To Speed Up Reforms
The European Commission has
urged the European Union (EU)
member states to expedite wideranging reforms to modernise their
economies. The Commission said,
EU countries made good progress in
consolidating public finances,
developing the single market and
adopting active labour market
policies to place and keep people in
work last year.
Member states, which followed the
guidelines closely, achieved the best
results, said the Commission. The
guidelines, agreed by all member
states, are the key reference text for
coordinating economic policies
among the EU members.
The EU executive singled out
areas where progress on reform was
disappointing. Public procurement
rules were poorly implemented.
Liberalisation of the railway, water and
postal sectors was slow.
The EU lagged behind the US in
innovative capacity. It needed to boost
research and development and the
production and diffusion of information
and communication technologies.
(FT, 15.03.00)

Link Reforms to Aid
Multilateral development banks
should make economic reforms a
condition of their lending to
developing countries, said the US
treasury secretary, Lawrence
Summers. Such aid should reward
ECONOMIQUIT y

Stern: WBs New
Chief Economist

T

he World Bank has appointed
a new chief economist,
Nicholas Stern. He is a
distinguished development
economist who has taught at the
London School of
Economics and
many other top
universities
around
the
world.
He was the chief economist
at the London-based European
Bank for Reconstruction and
Development (EBRD). In his six
years at the EBRD he dealt with
lending for development in
eastern Europe, work similar to
that conducted by the World
Bank.
People who know him believe
he will enhance the prestige and
intellectual clout of the Bank,
which has in recent years tended
to be overshadowed by the role
of the International Monetary
Fund.
The previous incumbent,
Joseph Stiglitz, frequently and
publicly disagreed with the
opinions and policies of the US
government, the IMF and even
occasionally of the Bank itself.
(FT, 09.03.00)

and strengthen domestic efforts to
reform rather than try to force those
efforts into existence, he added.
Furthermore, he said that it must
support, not supplant the development
of open markets and the growth that
open markets can bring. Quite simply,
rapid market-led growth is the most
potent weapon against poverty that
mankind has ever known, Summers
said, adding that development
assistance would have no impact if it
merely replaced public funds.
He also called for a greater
division of labour between the
International Monetary Fund (IMF)
and the World Bank. He was of the
opinion that the former should focus
on macroeconomic evaluation, while
the latter on programmes addressing
poverty reduction, malnutrition and
infant mortality. (BL, 21.03.00)
5
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Independent Watchdog Plan for IMF

I

China to Speed up Reforms
Accelerated reforms, including
steps to develop private sector
companies and the stock market, are
part of a new official Chinese blueprint
for the economy.
The blueprint, a 389-page report
on the development of the national
economy and society in 2000, says
that private companies should be
allowed to do business in more sectors
that are now off-limits and state banks
should tailor credit tools to suit the
risk profile of private entrepreneurs
so that they can lend more.
The report is the most
comprehensive collection of Chinas
economic policy due to be
implemented this year.
Enhancement of liquidity by the
development of investment fund is
proposed in the blueprint. It also
suggests enlivening of countrys two
stock markets by allowing insurance
companies to invest more in the stock.
In banking, several moves are
planned. Banks will be allowed, for the
first time, to issue long-term
recapitalisation bonds to ensure they
are up to internationally accepted
levels of capital. (FT, 31.03.00)
Bigger Is Not Better
No correlation exists as yet
between increasing the size of
insurance companies and superior
6

In recent years, the Fund has
commissioned three independent
evaluations covering its structural
adjustment programmes, its country
surveillance and its research capabilities.
The new permanent watchdog would

The Economic Times

n a significant step to countering
widespread international criticism of its
accountability, the International
Monetar y Fund is setting up an
independent watchdog to monitor its
activities. This independent watchdog, in
the form of a permanent monitoring
office, would report to, but is independent
of, the IMF executive board.
The decision follows a
recommendation from a group of
board directors chaired by Tom
Bernes,
the
Canadian
representative at the IMF. The
recommendation was that the
Fund should increase monitoring
of its analysis and lending
policies to enhance its credibility
with outside observers.
The analysis and lending
practice of the IMF have come under a
sustained barrage of criticism in recent
years, particularly after the Asian and
Russian financial crisis of 1997-98.
Critics have said that a perceived lack
of openness about the criteria behind IMF
lending policies has damaged its
credibility with borrower countries.

conduct a series of targeted assessments
of different aspects of the Funds work,
according to IMF officials. This would be
in contrast with the evaluation
department at the World Bank, which
maintains a permanent watching brief
over the entire organisations work.
(FT, 10.04.00)

levels of growth, profitability or
shareholder returns, says a survey.
The pan-European surveys findings
are contrary to the hype surrounding
merger mania.
The survey, which tracked the
performance of the insurance industry
between 1987-1998, found that
several larger companies actually
performed below the average, while
more than 20 small to medium-sized
companies had displayed industryleading growth and profitability.
Conducted by A. K. Kearney, the
management consultancy firm, it said
large insurers were not delivering
value for several reasons. Many
operations are still managed on a
country-by-country basis due to
market differences.
Cross-border coordination was
mostly limited to target setting and
reporting, knowledge exchange,
branding and the development of
common value systems. (FT, 06.04.00)
Power Sector Reforms in Europe
Recent moves to harmonise crossborder tariffs, if materialised, could
bring unification in Europes electricity
market by October 2000. A meeting of
transmission operators, power traders,
regulators and European Union
officials has agreed in principle the
fixing of cross-border tariffs.
Finalisation of an agreement to
E CONOMIQUIT y

this effect is expected soon, according
to Odd Hoelsaeter, president of the
European
Association
of
Transmission System Operators.
The complexity of linking national
and regional transmission networks
with different regulations and pricing
structure remains a substantial
obstacle to create a pan-European
market. Member countries initially
have to open at least a quarter of their
electricity markets to competition,
rising to a third in 2003. (FT, 05.04.00)
An Inexact Science!
There is no doubt that the US,
Japan and Germany are the worlds
three largest economies. However,
the next three slots are fiercely fought
over by France, Italy and the UK. The
news that the UK has overtaken
France in the league table of output
should be treated with a degree of
scepticism.
In the comparison of France and
Britain, the exchange rate has been
critical. French output has actually
grown more quickly than British GDP
over the past two years and the
growth is set to outstrip the UK again
this year. But, the depreciation in the
French Franc against British Sterling
has more than offset this.
Ironically, it is this very change in
the exchange rate that has helped to
boost French output growth and which
has left many British manufacturers
struggling. Comparing the output of
different countries is an inexact
science! (FT, 15.03.00)
Drop in German Unemployment
German unemployment fell faster
than expected in February to the
lowest level for four years. But, the
optimism about the economic pick-up
was marred by weak manufacturing
order figures.
According to Joshua Rauh,
economist at Goldman Sachs, the
drop reflected strictly cyclical factors,
not structural changes in the typically
rigid labour market.
Germanys economy has been
helped by the weak Euro and is
expected by analysts to grow by about
2.5 percent this year, which should
feed through into further falls in the
jobless total.
There was also optimism that tax
reforms will boost economic activities
by encouraging investment in
Germany. The tax reform package
includes plans to exempt from tax the
sale of companies shareholding in
rivals. (FT, 09.03.00)
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FDI Remains Critical Even After Slow Recovery

inancial crises of 1997-98 are still affecting investment in
poor countries. Foreign direct investment (FDI) flows remain
the single largest source of finance in developing and transition
economies as international investors are still shunning the
capital markets, according to Word Banks annual global
development finance report.
Developing countries are finally starting to recover from
the worst impact of global crisis, but the recovery is uneven.
Growth in developing countries would recover to 4.6 percent
in 2000 and is expected to be 4.8 percent in 2001-02. It
would be fastest in those countries whose economies had
diversified the most, commented Uri Dadus, director of World
Banks prospect group, which produced the report.
In the absence of net capital flows, the ability to attract
FDI by economic stability and a favourable policy environment
becomes critical. The report contrasted countries such as
Mexico and Poland, which have maintained high levels of
FDI because of strong economic policies and trade integration
Advocacy Global Financial Reform
The Institute of International
Finance (IIF) has warned that finance
ministers must reform the global
financial system before the US
economic fragility threatens renewed
turmoil in emerging market economies.
The IIF represents over 300 of the
worlds largest financial institutions.
The burgeoning US current
account deficit and associated
volatility in US asset prices were risks
to emerging market stability which
required immediate action, it said.
Charles Dallara, managing
director of the IIF emphasises that the
International Monetary Fund (IMF)
should step up its drive for
transparency in financial disclosure
and sharpening its surveillance,
making it more relevant to private
investors and lenders.
He predicts that private capital
flows to major emerging market
economies to rise from $150bn last
year to $200bn in 2000, compared
with a mere $5bn in official flows. He
said, It is ironic that we are still
discussing burden-sharing with public
sector at a time when official flows are
becoming negligible. (FT, 04.04.00)
Latin America Attracts Largest FDI
Latin America was the largest
recipient of foreign direct investment
(FDI) among developing countries in
1999. FDI in the region increased by
32 percent; from $73bn to $97bn,
according to preliminary estimates
released by the United Nations
Conference
on
Trade
and
Development (UNCTAD).
The increase is due to the
quadrupling of FDI into Argentina and
continued high FDI flows to Brazil. A
significant part of the FDI flows to
Argentina in 1999 was through
mergers and acquisitions. In Brazil,
January-April 2000
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with neighbouring industrial countries, with China and Vietnam,
which saw sharp decline in FDI in 1999 as administrative
barriers continued to deter foreign investors. (FT, 05.04.00)

privatisation related FDI has
increased.
FDI inflows also increased in
Chile, Ecuador and Peru due to cross
border mergers and acquisitions. But
they decreased in Colombia and
Venezuela. (UNCTAD Press Release,
01.02.00)

Profit for Investment Banks
Global boom in mergers, record
share volumes on the nations
exchanges and strong investor
demand for new stock offering are
cited to be reasons behind the US
investments banks expectation to
post bumper profit in the first quarter
of 2000.
The cream of US the investment
banking, Goldman Sachs Group,
Morgan Stanley, Dean Witter & Co
and Lehman Bros. Holding are likely
to report record or near record results.
Investment banking shares in the
last month have gained more than 40
per cent as analysts increased their
profit estimates and the trade is at
record levels. (BL, 19.03.00)
Thoughts on Tobin Tax
Labour MP Harry Barnes tabled a
cross-party motion in UKs House of
Commons, urging the government to
investigate the increasingly popular
notion of taxing international currency
speculation. Members from four
political parties including two former
ministers supported the motion.
The motion urged the imposition
of a small levy on such speculation,
known as Tobin Tax, which could help
to dampen down the scale and scope
of speculation and raise substantial
revenue. This could raise as much as
$250bn each year for good causes
such
as
development
and
environmental protection.
International currency speculation
ECONOMIQUIT y

currently stands at about $1.5 tn a day
and that the vast majority of this is
unrelated to trade in real goods and
services. Such enormous speculative
flows substantially undermine the
powers of national governments and
regional blocks, noted the motion. The
motion suggested that the levy would
have to be universal or as near to that
as possible and contain safeguards
to minimise and eliminate tax evasion.
Capital Flow Control Helps
The International Monetary Fund
(IMF) has agreed that controlling both
inflows and outflows of capital can
help countries seeking to shield
themselves, if temporarily, from
financial crisis. It also acknowledges
that rapid liberalisation, if badly
handled, can increase vulnerability to
financial crisis.
In terms of control of capital
outflows, citing examples of Malaysia,
Spain and Thailand, the IMF staff
report, Country Experience with the
Use of Liberalisation of Capital
Control, says the imposition of
controls seems to have provided only
a temporary respite of varying
duration to authorities.
The controls to limit inflows of short
term capital in countries, such as
Thailand, Chile, Brazil, Columbia and
Malaysia brought mixed results.
However, in no country did the
controls manage to achieve both the
intended objectives, i.e. to maintain a
wedge between domestic and foreign
interest rates and reduced
appreciation of the real exchange
rates.
The report says such controls may
lose effectiveness as markets exploit
potential loopholes and that
sophisticated financial market, such
as Brazil, make it easier to circumvent
control. (FT, 12.01.00)
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Recipe for Future Accords
The United Nations Conference
on Trade and Development
(UNCTAD) has released a study on
the failed multilateral agreement on
investment (MAI). The study
concludes that transparency in the
conduct of negotiations and the
involvement and input of all
stakeholders, including civil society,
are critical for future efforts to secure
international investment accords.
The study also suggests that an
incremental approach to such difficult
and controversial negotiations may
work best. In addition, investment
rules should allow for a certain degree
of flexibility for countries to pursue
their development objectives.
It also finds that the opposition of
NGOs, the limited interest of the
business community and the negative
outcome of an overall political costbenefit analysis combined with the

I

outstanding substantive issues sealed
the fate of the MAI negotiations. The
MAI is only one among many bilateral,
regional and plurilateral initiatives
related to foreign direct investment.
The study notes that the process
of economic globalisation and the
policies of governments to attract FDI
are shaping the context within which
these initiatives are negotiated. The
challenge is to arrive at international
accords that will establish a stable
environment for the promotion,
protection and treatment of FDI, while
furthering
and
protecting
developmental interests. (UNCTAD Press
Release, 03.02.00)

Investments and Asias Recovery
Asia is limping back to recovery
from one of its worst financial crisis.
But, economists are afraid that unless
badly flagging investments start to
pick up, the recovery will start to run

New Rules for US Banks

n US a new legislation passed by the Congress last year has finally
broke down the barriers that had long kept banks, brokers and insurers
out of each others businesses, allowing them to merge through
financial holding companies falling under the supervision of the US
central bank.
The Federal Reserve, in the meantime, has laid down ground rules
for financial institutions wanting to take advantage of the sweeping
overhauling of depression-era US banking laws. Under the interim
rule, US bank holding companies seeking to merge with insurer or
securities firms must certify that they are well managed and well
capitalised under existing standards laid down by federal banking
regulations. Similarly all depository institutions they control must also
have at least a satisfactory rating for compliance with the Community
Reinvestment Bank.
A broker or insurer seeking to acquire a bank would have to file
separate applications to become a financial holding company and
bank holding company, though both could be done at the same time.
(BL, 21.01.00)

T

EC Protests New Rules

he European Commission (EC) filed a protest with the US Federal
Reserve Bank (Fed) against new capital criteria which the EC feels
would discriminate against foreign banks operating in the US and
could even drive some European banks out of the country.
The Feds proposed criteria, which include significant new capital
reserve requirements for foreign banks, coincide with sweeping
deregulation in the US banking and financial services sector.
European officials and banks have already claimed that the new
measures are inconsistent with Basel accord on international banking
and give the Fed powers of a global regulator. (FT, 24.03.00)

out of stream.
Consumption and exports have
led to rebound, aided by stimulative
fiscal policies and regional trade links.
However, for the growth to continue
in its current speed, investment must
start growing in a meaningful way.
The weakness in investment is
inextricably bound up with the fragile
state of Asias financial systems. Even
so, an improvement in the health of
banks might not be enough to fuel the
long term credit growth that finances
capital investment.
Investment in new plant and
equipment is vital to maintain
competitiveness as well as to create
new jobs that generates spending
power. (ET, 09.03.00)
Mbeki Shifts the Emphasis
South Africas president, Thabo
Mbeki has named 13 international
businessmen who will advise his
government on how to attract foreign
investment.
These businessmen will serve on
SAs new International Investment
Council (IIC). Among those who will
serve on the IIC are Jurgen Schrempp
of Daimler-Chrysler, Minoru Makihara
of Mitsubishi, William Rhodes of
Citigroup.
Among others, SA government
would amend some controversial
labour laws, which according to
business executives discourage
employment and investment. Jobs, a
better life for our people in the context
of a growing economy and our standing
in the eyes of the investor community
cannot be held hostage by elements
pursuing selfish and antisocial
purposes, Mbeki said. (FT, 05.02.00)
Vietnams Foreign Investment Law
Vietnam
was
drafting
amendments to the countrys law on
foreign investment that would be
submitted to the National Assembly.
The officials from the Planning and
Investment Ministry said it was too
early to give details on the
amendments.
Vietnam has come under growing
pressure from foreign investors to
improve the countrys investment
climate, which is regarded as one of
the toughest in Asia. Donors have
estimated actual foreign investment
inflows in 1999 would be around
$600mn, the lowest level since 1992.
They have blamed the low inflows
on Vietnams bureaucratic and highcost
business
environment.
(BL, 04.01.00)
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Demand for New Cars Falls
Private buyers demand for new
cars fell almost 11 percent in January
as British consumers continued to
boycott dealer showrooms. Some of
the victims include BMW, Volvo and
Nissan. This trend is attributed to the
furore over the new car prices, which
are higher in the the UK than the rest
of Europe
However, the chief executive of
the Society for Motor Manufacturers
and Traders, Christopher Macgowan
said, Despite wholly inaccurate
speculation that car prices will fall
dramatically this year, new buyers are
back in the market.
His comments were dismissed by
Consumers Association, which has
been leading a campaign for price
cuts. Phil Evans, senior policy adviser
of Consumers Association urged car
buyers to boycott showrooms as he
believed prices are already falling.
The latest car price index
compiled by Alliance & Leicester
showed new car prices fell by 2.4
percent in December 1999. (FT, 05.02.00)
Anti-trust Approves the Merger
The Brazalian anti-trust agency
has approved the merger of the
countrys two largest drinks
companies, Brahma and Antartica, to
create the third biggest brewer in the
world. The agency ruled that the
merged group, to be called Ambev,
should be forced to sell a small beer
brand and five beer factories.
After the recommended disposal,
Ambev would have about 65 percent
of the domestic beer and 18 percent
of soft drinks market. Ambev and
opponents of the deal have been
engaged in a bitter public slanging
match, including regular prime-time
television adverts to make their case.
Ambev has also signed a deal with
PepsiCo in which the US group will
internationally distribute Antarticas
guarana soft drink, one of the topselling brands in Brazil. Analysts said
the disposals would provide an
opportunity for foreign groups to enter
Brazil as companies with a current
market share of more than five
percent are to be prohibited from
bidding for the assets. (FT, 31.03.00)
A Game for Few TNCs
An effect of globalisation is the
increasing
concentration
of
production of various commodities in
a few hands, mostly transnational
corporations (TNCs). However, they
pay lip service to the play of market
January-April 2000
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AOL-Time Warner in Merger

merica Online, the internet service provider, unveiled a $164bn
all-stock takeover of Time Warner, the US media conglomerate. It
aimed at revolutionising the way in which news, entertainment and the
internet are delivered to the home.
AOL and Time Warner said the deal was a strategic merger of equals,
but it will give shareholders in AOL 55 percent of the combined company
and effective control of Time Warner.
The
merger
Selected world Selected media
amounts to a huge bet
internet stocks companies
that content providers
By market capitalisation* ($bn) By market capitalisation* ($bn)
such as Time Warner
76.4
America Online
163.2 Time Warner
and online distributors
65.2
Yahoo!
107.2 Walt Disney
such as AOL will
46.2
33.8 MediaOne Group
converge to dominate CMGI
CBS
44.2
Amazon
23.7
the home entertainment
market.
37.2
Yahoo! Japan
23.1 Viacom
The agreed deal, EBAY
33.3
17.4 Comcast
the largest ever, is the Verisign
29.9
17.2 Clear Channel Comms
logical result of the
25.5
Terra Networks
16.1 Cox Communications
recent spectacular rise
Exodus Comms
14.9 British Sky Broadcasting 25.5
in the valuation of
20.9
13.5 Gannett
internet companies. (FT, @Home Corp.

11.01.00)

* As at Jan 7 2000

forces in an open economy.
In vital areas of metals, there is a
growing concentration of production,
which in course of time may lead to
high prices and strangulation of those
who depend on imports. For example,
the proposed two mergers of Pechiney,
Alcan and Algroup to form APA and
Alcoa-Reynolds group may control
around 50 percent of the world alumina
capacity. These two mergers may hold
awesome power to control the market.
The same trend is noticed in nickel
where prices have more than doubled
due to some shortages. (FE, 13.03.00)
FTC Admits It Lacks Authority
US anti-trust officials admitted they
lacked the authority to decide whether
to take action against the Organisation
of Petroleum Exporting Countries
(OPEC) over possible violations of US
competition laws.
The FTC (Federal Trade
Commission) said the highest levels
of the administration needed to weigh
the diplomatic effects of anti-trust
action against OPEC countries and
state-owned oil companies.
Richard Parker, director of the
FTCs competition bureau said his
officials were monitoring fuel price
increases across the US for evidence
of price-fixing among private
companies.
OPEC appears to have immunity
from anti-trust laws as the
ECONOMIQUIT y

representatives of independent
sovereign states. However, the US
laws on sovereign immunity contain
an exception for actions based upon
a commercial activity. (FT, 30.03.00)
Shaking Up European Market
The $30bn merger between the
Germanys oldest and fiercest rival
banks, Deutsche and Dresdner, to
create worlds largest bank is
reshaping a broad section of financial
services industry of Europes largest
economy. The deal has kicked up a
frenzy in other financial services
companies.
A Frankfurt-based investment
banker said it would have a domino
effect and change financial
landscape through both unravelling
of stakes in banks and follow-up
transactions.
The new bank will back out of
pedestrian-level retail banking and
serve mainly big companies and
institutions, capital markets and
wealthy high net individuals, besides
entering electronic banking.
The merger is also seen as a
strategy by the German banking
industry to create a national champion
in the global banking industry.
Deutsche Bank chief Rolf Breuer said
the deal was just the first step in a
series of steps towards international
competitiveness and expansion.
(ET, 11.03.00)
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Record High in M&A
Global merger and acquisition
(M&A) activity reached record heights
in 1999 as US investment bankers
streamed across the Atlantic to help
restructure corporate Europe. The
value of European deal activity
doubled to $1,213bn, and three US
investment banks broke through the
$1,000bn advisory figure.
There were global M&A deals
worth $3,425bn during 1999
compared with $2,620bn the previous
year. The US remained the centre of
action, but was hardly dominating
activity as it had in the past.
Europe accounted for 36 percent
of the global M&A market. Of the
$1,213bn of European deal activity,
the UK accounted for $386bn,
Germany $261bn and France
$163bn.
The drivers of M&A activity
globalisation, the lowering of
regulatory
hurdles,
more
cosmopolitan European management
teams and strong financial markets-should ensure that the pace of activity
continues this year. (FT, 01.01.00)
Merger Faces EU Probe
The European Commission is
expected to open an in-depth
investigation into the spin-off by
AstraZeneca and Novartis of their
agro-chemicals business. In
December 1999, the two companies

announced the plan to dispose of their
agro-chem businesses, putting them
together to create Syngenta.
However, competition officials
have serious doubts about the
creation of a dominant position for the
new company. The EU competition
watchdog has completed a
preliminary one-month examination of
the merger.
The companies hope to explain to
the Commission the complex nature
of the markets they deal in. There are
overlaps between markets covered
by each company. They will be
expected to offer commitments in
these areas to gain clearance. (FT,
20.03.00)

Monti on A Role
In September 1999 Mario Monti
was appointed as the European
Unions competition commissioner.
He continuously made headlines
through his decisions. Critics accuse
him of taking a tougher line than his
predecessor, Karel Van Miert.
But Monti said the rules of the
merger game have not changed. He
has set out to be tough in the area of
state aid, launching investigations into
the Germanys state-owned regional
banks, and the UK governments
support for carmaker Rover.
He argues that the recent merger
decisions should be seen in the
context of the increasing number and

Australia Records Highest Cross-border M&A

A

ustralia had one of the highest
contrast to the global trend. Around
levels of cross-border mergers the world, one sixth of total deals
and acquisitions in the world in
by
value
were
in
1999. According to a report by
telecommunications.
Thomson Financial Securities
There were 15 deals worth
Data, deals valued at A$60bn A$10.6bn in Australias electricity,
($39bn) and about half the activity
gas and water sectors, including
involved a foreign bidder.
four of the top ten transactions of
This was in contrast with a
the year. (FT, 28.01.00)
world wide trend where
cross-border
deals 1999 announced deals in Australia by target industry
accounted for about a third Per cent
Utility
of
mergers
and
Property and investment
14.0
acquisitions (M&A) in terms
Building materials
8.4
of value. Of the A$30bn
Real estate, mortgage,
17.9
bankers and brokers
invested in Australian
6.9
Mining
businesses by foreign
Printing and publishing
buyers, A$12bn came from
6.9
Insurance
the US in 83 deals and
6.1
Telecoms
A$8bn from the UK in 74
22.5
5.5
Hotels and casinos
deals.
4.3
Metal and metal
3.2 4.3
Furthermore, Australian
productions
M&A was dominated by
Others
utility privatisation, in
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complexity of such deals being
submitted to the Commission. In 1999,
the Commission examined 172
mergers. That compared with a total
of just ten mergers in 1990.
The Commission says it will soon
publish its thinking about the formation
of oligopolies and the effect on
competition to give companies a
clearer idea of what is acceptable in
their industries. (FT, 16.03.00)
Sing Tel to Compete
Singapore has issued some 30
telecom licences to new entrants,
including MCI Worldcom and Davnet
of Australia, who will be able to
compete with monopoly provider
Singapore Telecommunications (Sing
Tel). The deregulation will bring
investments of up to S$3bn and 2,500
jobs to the island state.
Facilities based licences, which
permit holders to use their own
infrastructure to offer data and voice
telephony services, have also gone to
Flag Telecom Holdings; Singapores
SP telecommunications; and TelstraDataOne, a joint venture between
Australias Telstra and a unit of
Singapores Keppel Telecom and
Transportation.
SingTel's expectations of a
duopoly period, when it would
compete in the fixed-line sector with
StarHub, were shattered when the
Government decided to accelerate
liberalisation to promote the high-tech
and services sector. SingTel is
responding to the onslaught of
competition in its home ground by
seeking to expand overseas, winning
a licence overseas. (FT, 30.03.00)
Commission-fixing in Art Market
Evidence of commission-fixing in
the international art market has been
supplied to the US justice department
by Christies, one of the two leading
auction houses. Christies confirmed
it had uncovered information
relevant to the anti-trust investigation
being carried out by the justice
department.
The new evidence relates to a deal
between Christies and Sothebys, the
other main auction house, to limit
competition on commissions charged.
They have for years faced allegations
of market rigging.
An investigator close to the justice
department said, They have got their
immunity. However, the Competition
Commission in UK and the European
Commission are likely to conduct their
own reviews. (FT, 29.01.00)
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(FT, 25.03.00)

Mediator Wins More Time
In the last week of March, a
verdict on Microsoft case was
postponed after the court appointed
mediator sought extra time for further
rounds of settlement talks. Mediator,
Richard Posner, has requested a
delay in the legal ruling to allow both
sides to consider the latest proposals
to emerge from Microsoft, the US
justice department and 19 state
attorney generals.
However, it remains unclear
whether both sides have moved
closer to settling the epic legal battle,
or whether the negotiators are merely
exploring their options in case the
talks fail.
Lawyers on the governments
side remain divided over the terms
of a final settlement, as splits have
emerged between many of the state
attorney generals and the justice
department.
Microsoft, on its part, has offered
to drop discriminatory contracts with
computer makers and software
developers, in terms of its pricing and
the timely delivery of technical details
of its latest products. (FT, 29.03.00)
Settlement Offer Falls Short
Microsofts settlement offer in its
anti-trust case acknowledges that it
must change, but falls far short of an
acceptable approach. The Microsoft
proposal gives with one hand, but
takes away with the other, sources
said.
Microsofts complex proposal has
14 conditions, any one of which could
January-April 2000

Authorities Undecided on Microsoft

T

he US anti-trust officials promised a surgical intervention to cut out the
anti-competitive cancer at the heart of the high-technology software industry.
But, two years after filing the landmark lawsuit against Microsoft, they do not
know how the patient will recover.
In his verdict, Thomas Jackson branded the company predacious in its
campaign to crash competition from internet software. He wrote, In essence,
Microsoft mounted on a deliberate assault upon entrepreneurial efforts that,
left to rise or fall on their own
merits, could well have
enabled the introduction of
competition into the market
for PC operating system.
But, proving the guilt was
the relatively easy part. How
can officials craft a cure that
is no worse that the disease?
Joel Klein, head of the justice
departments
anti-trust
division, hinted at the
dilemma when he said that
Microsoft had once before
reneged on an agreed
remedy.
Possible
measures
against Microsoft fall into two
categories: a structural
change to the company, such
as break-up; or a conduct
remedy, which would restrict
its business practices.
Financial Times

End Seen to Talks
In the last week of March, talks to
settle the Microsoft anti-trust lawsuit
appeared to be reaching an end as
judge Thomas Jackson prepared to
deliver his legal ruling as early as first
week of April.
Microsoft indicated there was
substantial work to complete inside
the settlement talks. We are working
very hard towards a settlement and
it is certainly an uphill effort, a
spokesman said.
Talks have been shrouded in
secrecy and no details have emerged
about their substance. Both sides
appear to have maintained the
confidentiality agreement in spite of
the highly public nature of the case.
Microsoft said, We have been
rigorous in not commenting on the
mediation and we are not going to
comment on the mediation.

Microsoft SAGA

(FT, 05.04.00)

undercut its impact. Neither Microsoft
nor representatives of the justice
department and the 19 states that
brought the suit in 1998 had any
comment to make.
In a far-reaching conduct, remedy
such as the one that is being
discussed in the press, the devil is in
the details, said George town
University Law School professor,
Steven Salop. (TOI, 29.03.00)
Anti-trust Talks Collapse
On the first day of April, when it
appeared that the anti-trust case
against it was heading for a solution,
the company expressed its
disappointment that its talks with the
US government to settle anti-trust
lawsuit had broken down.
It blamed the talks collapse on the
justice department and accused the
Government of seeking excessive
and extreme measures against the
company. Microsoft offered significant
concessions in an effort to end this
case now, said Microsoft spokesman,
Jim Cullinan.
The quest has proved fruitless,
said Richard Posner, the mediator, I
regret to announce the end of my
ECONOMIQUIT y

efforts to mediate the Microsoft antitrust case. (BL, 03.04.00)
Stripped Off Rights
The
US
government
is
considering a plan to strip Microsoft
of the rights to its one of the most
valuable assets, its Internet Explorer
browser software. Under the proposal,
Microsoft would be forced to grant
royalty-free licenses to the product,
opening its secret underlying software
code to customers and computer
makers.
The proposal would be a part of a
broad package of restrictions on
Microsofts business practices.
However, state and federal officials
have not decided whether to include
the
proposal
in
their
recommendations to the court.
In their lawsuit filed two years ago,
the justice department and states
alleged that bundling Internet Explorer
with Windows was an illegal tying of
a competitive product with a monopoly
product. The illegal tie was one part
of a pattern of predatory acts intended
to protect the Windows monopoly and
extend its dominance to the Internet.
(WSJ, 11.04.00)
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Services Talks to Begin
The WTO General Council
decided that the mandated
negotiations in services should
commence and take place in special
sessions of the Council for Trade and
Services.
The new negotiations will take
place in parallel with routine work in
the Services Council, including
monitoring of how the present
agreement and commitments are
being implemented.
Not much is expected in the
beginning and countries of the likeminded-group stated that negotiations
could not progress unless their
demands for implementation would be
seen to.
The US, however, called for early
services talks. Any delay would risk
damaging the credibility of the entire
trading system. But, many trade
diplomats think the debacle in Seattle
and the forthcoming presidential
election mean the negotiations will get
off to a slow start. (FT, 06.01.00)
Consumers Voice Heard
In 1997, BEUC, the European
Consumers Organisation, challenged
a decision by the European
Commission not to recognise it as an
interested party in anti-dumping cases
except for products sold directly to the
consumer.
BEUC had applied to intervene in
an anti-dumping case involving
unbleached cotton fabrics. The group
felt they had a legitimate interest in
the issue because increases in the

T

price of raw materials could affect the
price of finished goods sold to
consumers.
The European Court of First
Instance approved this argument and
annulled the Commission decision.
The case is important in the context
of trade liberalisation.
BEUC has argued against the
Multi-fibre Agreement and in favour of
greater access to the EU market for
textile products from third countries.
They believe that complaints of
alleged dumping must be scrutinised
carefully and critically, to ensure that
the anti-dumping rules are not
misused as a disguised restriction on
trade.
Failed to Agree on Investment
WTO member countries have
failed to agree on how to handle
compliance with WTO investment
rules. Eight developing nations have
requested for extensions of the
expired January 1 deadline to
eliminate illegal trade conditions
imposed on foreign investors.
Seven of the eight requests
concerned local content requirements
and other trade-related restrictions in
the politically sensitive vehicles
sector. The US, EU, Canada and
Japan continue to insist that extension
requests be considered on a case-bycase basis.
However, a number of influential
developing nations, including
Pakistan, Mexico and Malaysia argue
that poorer nations should be granted
a blanket extension of perhaps five

Agricultural Talks in Jeopardy

he formal start of World Trade Organisation (WTO) talks on further
liberalising agricultural trade appeared in jeopardy when WTO
members failed to agree who should chair the negotiations. The European
Union said it could not accept the nomination of Celso Amorim, Brazils
WTO ambassador, because Brazil was a member of the Cairns Group of
agricultural exporters.
All elements of the package were in doubt. The farm trade talks,
mandated under the WTO Agreement on Agriculture, are due to begin in
the third week of March when trade
officials planned to discuss a schedule
and programme of work.
Rob Abbott, the EUs WTO
ambassador, said the EU had no
interest in delaying the meeting and
wanted to find a solution as soon as
possible. The negotiations are not
expected to produce early results. EU
and Japan have said they will find it hard
to make significant concessions without
the wider trade-offs available in a broad
trade round. (FT, 21.03.00)
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years without the need to bargain
individually with trading partners.
(FT, 25.01.00)

To Break Barriers of Mistrust
The WTO risks being gravely
damaged by bullheaded efforts to
launch a new trade round without first
securing support from developing
countries. Michael Meacher, Britains
environment minister, expressed this
view.
Pascal Lamy, EU trade
commissioner, is seeking to launch a
new trade round this year, a goal
which the US and Japan say they
support. Meacher said his criticisms
were not directed at Lamy personally,
but more generally at people in
governments, in the WTO and other
organisations who are counterproductively anxious to restart
negotiations.
With respect to developing
countries especially, we must now
move to overcome barriers of
misunderstanding and mistrust, he
added, many developing countries
remain suspicious of our motives and
see our agenda as a means to erect
new trade barriers. (FT, 28.03.00)
Opportunities for NGOs
The US trade representative
(USTR) and the secretary of
commerce announced a joint initiative
to enhance opportunities for nongovernmental organisations to
provide their views to the
administration on key trade issues.
They are seeking comments and
suggestions from the public on ways
to
strengthen
channels
of
communication between these groups
and the administration on trade policy
matters.
Congress and the administration
have established a variety of advisory
committees from which the executive
branch solicits and obtains advice on
trade policy matters, including from
environmental, labour and consumer
groups.
The administration seeks trade
policy advice from these groups
through three advisory committees.
The Advisory Committee for Trade
Policy and Negotiations provides the
president and the USTR with broad
advice on trade matters.
The president has also
established a Trade and Environment
Policy Advisory Committee. Similarly,
a Labour Advisory Committee
provides advice on trade issues and
labour.
January-April 2000

TRADE WINDS
Focus on S&D Treatment
In March, the WTO held a seminar
on Special and Differential Treatment
for Developing Countries. The
seminar covered various WTO
provisions, which come under this
heading in terms of:
 limitations,
 technical assistance needs,
 implementation under key WTO
agreements,
 impacts on economic reforms
programmes, and
 the case for the development of
economic indicators for the
application of S&D treatment.
It produced a frank exchange of
views that included calls from
developing countries to rectify
inequalities between developed and
developing countries in future
negotiations.
Specifically, developing country
Members focussed on the need to
reduce export subsidies, address
implementation problems and
increase technical assistance. (ICTSD
Bridges, 14.03.00)

US Urged to Quit WTO
A group of conservative House
members promised to introduce
legislation demanding that the US quit
the WTO. The move will force a full
House to take up a contentious trade
issue.
The effort, being led by
Republican Ron Paul, guarantees a
vote within 90 days on withdrawing
from the WTO. Under the 1994
legislation that authorised the US
membership in the WTO, Congress
required the administration to submit
a progress report after five years of
WTO membership about the costs
and benefits to the US economy.
That means the Clinton
administration will be forced to defend
the US membership in the WTO. At
the same time, it is seeking votes to
grant China permanent normal trade
relations with the US as part of Chinas
WTO membership bid.
Call for Greater Voice in Trade
Ministers from the Group of 77
developing countries plus China met
from 10-14 April in Havana, Cuba for
the first ever South Summit since the
creation of the G-77 in 1964. The
Summit focussed on ways to
strengthen cooperation among
member states, redefining NorthSouth relations and the role of the
South in the world trading system.
January-April 2000

Strong Developing Country Trade Growth

A

preliminary WTO report on trade developments in 1999 and the
outlook for 2000 shows that the volume of world merchandise
trade grew in 1999 by 4.5 percent, which amounted to $5.45tn in
value. The growth is also stable.
The stability in this growth rate conceals intra-year downturns in
the last two years and significant shifts in the geographic distribution
of demand.
In 1999, the share of developing countries was 27.5 percent of
merchandise exports and 23 percent for commercial services exports;
both figures four percentage points higher than in 1990.
The most important factor in this expansion is undoubtedly the
rapid recovery in East Asia. Among the least developed countries,
oil exporters increased exports by more than 33 percent, exporters
of manufactured goods including Bangladesh, Cambodia, Haiti and
Myanmar expanded exports faster than world trade, while non-fuel
commodity exporters lag behind. (ICTSD Bridges, 19.04.00)
World exports of merchandise and
commercial services, 1997-99
Value($bn)
1999
Merchandise
Commercial services

5460
1340

Nigerian president, Olusegun
Obasanjo, chairman of the G-77,
called for South-South unity toward
reshaping the multilateral trading
system.
The enthusiasm and high
expectations which motivated
developing countries to sign the
Uruguay Round agreements have
been shattered by the inability of the
WTO to take into consideration the
legitimate interests of the countries of
the South, especially Africa.
The meetings final declaration
calls for G-77 members to seek
effective participation in the WTO
and to promote their common
interests by shaping and directing
multilateral trade negotiations to take
into account the needs of developing
countries.
Shy Away from Major Reform
Members of the WTO appear to
be shying away from their demands
for a major overhaul of the WTOs
decision-making procedures. Trade
diplomats met for an informal meeting
of the General Council to discuss
improving the internal transparency of
the organisation and ensuring fuller
participation of all members in the
organisations decision-making
process.
But, instead of embracing the
fundamental reforms mooted in the
immediate aftermath of Seattle
ECONOMIQUIT y

Annual change(%)
1997
1998
1999
3.5
4.0

-1.5
0.0

3.5
1.5

(ministerial conference), many
delegations said that only minor
changes were needed to the WTOs
existing system.
Some officials argue that the
organisation cannot reconcile the
principle of consensus with an everexpanding membership without
allowing for flexible mechanisms such
as the closed-door green room
meetings to nurture common consent.
Cautious Response to SIAs
The decision by the European
Union
to
commission
a
comprehensive sustainability impact
assessments (SIAs) of negotiations at
the WTO has drawn cautious
response from NGOs. The NGOs say
they fear the initiative will wither on
the vine as a purely academic
exercise.
It is important for the EU member
states and the European Commission
to develop a common methodology
for the SIAs, as these will inevitably
become essential for improving
transparency and accountability in EU
trade policy making, they said.
We havent seen a clear signal
how they (European institutions) will
use the SIAs, or whether they have
used fully the tools and resources at
their disposal in the past, said Miguel
Insausti of World-Wide Fund for
Natures European Policy Office. (ICDA
WTO Impact List, 27.02.00)
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TRADE WINDS
WTO Vital for the Third World
Rubens Ricupero, head of the
United Nations Conference on Trade
and Development (UNCTAD), said a
successful World Trade Organisation
was vital for economic and social
progress
among
developing
countries.
He hoped that the tenth Summit
of UNCTAD held in Bangkok,
Thailand, would provide a forum for
efforts to overcome the effects of the
collapse of WTO ministers meeting
in Seattle, USA in last NovemberDecember.
Contrary to what many people
say, developing countries are the
ones who have more to lose if the
system is in trouble, he said.
Poorer states in the body
recognised that this (multilateral
trading) system was embodied in the
five year old WTO and that they had
every interest in ensuring that the
process of trade liberalisation was
reinforced, he added.
US Pessimistic on UNCTAD
The US does not see the UNCTAD
as the forum to kick-start global trade
talks. According to Harriet Babbitt, the
deputy administrator of the US
Agency
for
International
Development, there would be bumps
along the way to globalisation.

It was a confusion of roles to
suppose that the big, meaty trade
issues could be settled in UNCTAD.
Many speakers from developing
countries expressed during the
UNCTAD X Conference that they are
being rushed to accept international
trade rules, tilted in favour of the rich
north.
There is a serious asymmetry in
the relationship between the
developing and developed that has
to be sorted out, said Enrique
Iglesias, president of the InterAmerican Development Bank.
Representatives and lobbyists for
the developing world said the US
might have used this relatively calm
arena to toss them some
concessions. It is predictable but
disappointing that they have not,
said Michael Bailey, senior policy
advisor at Oxfam. (FT, 15.02.00)
Urge for UN Forum
Supachai Panitchpakdi, deputy
prime minister of Thailand and the
man slated to head the WTO
beginning in 2002, has urged the
creation of a special forum outside
the world trade body to address
disputes over trade, labour and the
environment.
Disagreements over labour and
the environment divided rich and

Jordan Becomes WTO member
Jordan became the 136th Member of the WTO.
Under terms of its accession package, Jordan will
reduce customs duties from 35 to 20 percent over
the next ten years and reduce price controls on a
number of goods, including gasoline and medicine.
In anticipation of WTO membership, Jordan
undertook major reforms of its economy, laws
(including intellectual property rights legislation)
and institutions to promote greater trade and
investment.

Taiwan Signed Agreement with Brazil
Taiwan signed a bilateral WTO accession
agreement with Brazil, the last remaining
countr y with which Taiwan needed to
negotiate an accession agreement.
Taiwan is now technically eligible for
WTO membership, pending approval of its
full accession package at the next meeting of
the WTO working group on Taiwan.
However, that meeting is not likely to occur
until after China completes its accession. China has
been adamant that it should be admitted to the
WTO before Taiwan.
14

poor countries and contributed to the
failure of the WTOs Seattle ministerial
conference. Supachai said such
disputes will hang over all future
meetings of the WTO until high-level
meetings address them head-on.
According to him, the new forum
should be set up under the United
Nations and led by a developing nation.
Separating labour and the
environment from trade negotiations
would allow frank discussion of their
interaction, he added.
EU-Mercosur Trade Talks
The European Union and the
Southern Cone Common Market
(Mercosur, comprised of Brazil,
Argentina, Paraguay, Uruguay and
associate members Chile and Bolivia)
held bilateral trade talks amidst
differences over intellectual property
rights and government procurement.
Negotiators will meet again in June.
Mercosur officials signalled a shift
in their singular focus on reducing/
eliminating EU agricultural subsidies.
They will turn their attention
towards gaining market access for bloc
exports in other sectors important to
the region, including energy and
services. EU-Mercosur trade totalled
an estimated $46bn in 1998. (ICTSD

Bridges, 19.04.00)

New Offer from Russia
Russia tabled a new market access offer in an attempt to revive its bid
to join the WTO. While some observers note that the offer still falls
short, it is a noticeable improvement over its last bid, made in 1998.
The newest offer includes all tariff lines in Russias customs duties
roster and reduces average weighted tariffs for agricultural and
industrial goods to between 17 and 22.3 percent.

News on Chinese Entry
EU Trade Commissioner Pascal Lamy reportedly warned EU foreign
ministers that China could try to delay an EU-China agreement until
after the US votes on extending Permanent Normal Trade Relations
(PNTR) to China. Such a delay could hurt the EUs attempt to gain
concessions beyond those negotiated by the US, Mr.
Lamy reportedly told ministers.
The US Congress is expected to vote on PNTR
on 23 May. US President Clinton has made PNTR a
high priority for his administration and last week
warned legislators of the extremely harmful
consequences should they reject the PNTR bill. China
will join the WTO regardless of what we decide to
do, President Clinton said in a statement, The
decision before Congress is whether the United States will receive the
same trade benefits from China as will our trade competitors.
E CONOMIQUIT y
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TRADE DISPUTES
US Tax Law under WTO Fire
The World Trade Organisation
(WTO) approved a report, which
found a US tax scheme favouring
export companies was in violation of
the bodys open trading rules. The
move means the US will, in principle,
have to rescind the Foreign Sales
Corporations (FSC) scheme.
The US officials said they will
discuss the situation with the
European Union, which brought the
complaint saying the scheme in effect
provided a massive export subsidy to
US companies operating through
offshore subsidiaries.
The ruling was a major victory for
the EU, which alleged that the FSC
scheme amounted to a $2.5bn a year
export subsidy to US firms, with
Boeing and Microsoft among major
beneficiaries.
If there is no bilateral solution, the
US could be obliged to compensate
EU companies for the business they
say they are losing. (BL, 22.03.00; ET,
24.02.00)

WTO to Probe US Steel Duties
The WTO has established a panel
to investigate the US anti-dumping
duties on hot-rolled steel, which Tokyo
claims violate international trade
rules. This is the second panel
established in the WTO to challenge
the latest spate of US anti-dumping
actions against steel imports from
Japan and a number of other countries.
A panel was set up last November
at the request of South Korea to look
at the US duties on its stainless steel
exports. In a similar case, the WTO
ruled against retaliatory duties
imposed by the US against British
steel imports.
This has strengthened the hands
of Japan, EU and other countries on
the need for a comprehensive WTO
review of anti-dumping rules. Japan
insisted that the law have shielded
some of the American producers from
import competition. (FT, 21.03.00; ET,
03.01.00)

Delay in Asbestos Ruling
The WTO has announced a further
delay in the circulation of a longawaited dispute settlement panel
ruling concerning Canadas challenge
to a French ban on asbestos.
The three-member panels
chairman, New Zealander Adrian
Macey, said the panel had expected to
finalise its report by March but that it
needed more time to complete its work.
The asbestos ruling is being seen
January-April 2000

A Tale of Two Disputes
Oner Textiles Dispute
EU Expressed Satisfaction
razil would ask the WTO to
uropean Union officials have
open a dispute panel to
voiced confidence that a WTO
investigate restrictions Argentina
ruling against Argentina would bar
has placed on imports on Brazilian
members of other trading blocs from
textiles. This is the first time that a
favouring their partners while
member of Mercosur, the South
blocking third country goods. The
American trade group, has
WTOs
dispute
asked the WTO to
settlement body (DSB)
arbitrate in a conflict
found that Argentina
with
another
was wrong to impose
member.
safeguard measures
The Argentine
against footwear
g o v e r n m e n t
imports from all other
introduced quotas
countries but its
last year for imports
Mercosur allies.
of five types of cotton
The findings
textiles from Brazil,
make it clear that
which are to remain
only countries in
in place until 2002.
customs unions that
The Economic Times
Argentina justified the
are members of the WTO
quotas on the grounds of
in their own right can
WTO rules, which allow
exempt their partners from
countries to introduce safeguards
safeguard measures, one EU official
for industries which are in danger
said. It has important implications for
of being wiped out by surging
the future.
imports.
But, the WTOs appellate body
Brazil has already referred the
said its ruling was not setting a
issue to the WTOs textile
general principle. In presentations to
monitoring body which advised that
the DSB, representatives of
the quotas be removed. Brazilian
Argentina, Brazil and Uruguay
diplomats believe this gives them
insisted that they had the right to act
a strong case to take to the
together in safeguard cases. (BL,
15.01.00)
disputes panel. (FT, 16.02.00)
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as a litmus test of the WTOs
sensitivity to environmental and public
health concerns. At issue is a French
ban, implemented in December 1996,
on the manufacture, import and sale
of asbestos.
Canada is the worlds second
largest producer and worlds leading
exporter of chrysotile asbestos, the
main form of asbestos currently in
commercial use.
Repayment of Illegal Subsidy
WTO Members adopted a
controversial disputes panel ruling
that requires, for the first time, a
private company to repay in full an
illegal export subsidy. The ruling
involves a case of A$30nm ($19mn)
Australian government subsidy to an
automotive leather manufacturer.
However, in a departure from
normal practice, leading trading
nations insisted that the ruling should
not set a precedent for future disputes.
The decision comes shortly before
the WTO issues rulings in two high
profile cases (involving the US and
EU, and Canada and Brazil) that
ECONOMIQUIT y

involve alleged export subsidies worth
billions of US dollars.
The US, which initiated the
complaint against Australia, said the
payback remedy went beyond that
sought by the US. Australia said the
decision introduced dangerous
elements of retrospectivity and
punishment for which there was no
basis in WTO rules. (FT, 12.02.00)
Ruling against Chile
The WTO adopted a disputes
settlement ruling against Chiles
discriminatory tax system for spirits.
This was the third case of its kind
brought by the US and the EU. Similar
WTO rulings were made against
discriminatory tax regimes in Japan
in 1996 and in South Korea in 1996.
The WTOs appellate body
rejected Chiles appeal that Chile
breached WTO rules in taxing its local
spirit, pisco, more lightly than imported
spirits such as cognac or whisky.
Chile must now negotiate a
reasonable period of time within
which to bring its tax system into line
with WTO requirements. (FT, 13.01.00)
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TRADE DISPUTES
Disputes Over Aircraft Subsidies
Brazil could face hefty trade
retaliation by Canada if it refuses to
withdraw subsidies worth up to $3.7bn
pledged to buyers of regional jet
aircraft made by Embraer. A WTO
dispute settlement panel said Brazil
had failed to comply with an earlier
ruling to remove the subsidies by the
deadline of last November.
The decision is a heavy blow for
Embraer, which has become one of
Brazils successful companies since
it was privatised in 1994. It has
become the worlds fourth largest
aircraft manufacturer and Brazils
biggest exporter.
In a similar case, US said it may
protest against Britains $837mn
investment in the Airbus Industries
A3XX super-jumbo plane project. The
US has long complained against
European subsidies that benefit the
four-nation Airbus consortium.
In recent months, the US
aerospace giant, Boeing, has urged
the US trade representative to
increase pressure on the European
Union to halt the practice. (FT, 29.04.00;
ToI, 16.03.00)

Approval of US Law 301
The WTO adopted a panel ruling
that the US can keep its controversial
section 301 trade law as long as it
does not take unilateral action against
trading partners in violation of WTO
rules.
The panel said that the Sections
301-310 of US trade law were prima
facie in breach of WTO dispute
settlement rules. But, it noted that
Washington had pledged in a formal
statement to the US Congress to
abide by the WTOs multilateral
procedures.
The EU decided not to appeal
against the panel ruling, which it
described as balanced. Rob Abbott,
EU ambassador to the WTO, claimed
that the report had strengthened the
WTO system. It required the US not
only to respect its existing commitment
to avoid unilateral action but to
renounce threats of any such action.
However, a number of developing
countries expressed concern at the
ruling saying the US legislation should
be rewritten. (FT, 28.01.00)
Security and Trade Disputes
Nicaragua wielded national
security reasons before the WTO in
defending the tariffs it imposed on
goods and services imported from
Colombia and Honduras and
16

cancellation of fishing permits for
boats originating from those two
countries. The origin of the conflict is
related to a dispute over territorial
waters in the Caribbean sea.
Arguments of this political stripe
had not been made before the WTOs
dispute settlement system since the
end of the cold war. The only close
precedent was in 1985 and that case
involved the US and Nicaragua.
In justifying its trade embargo
against Nicaragua, Washington
invoked Article 21 of the General
Agreement on Tariffs and Trade,
which establishes exceptions for
protecting national security
interests.
Latin American diplomats
expressed concern that new regional
dispute will revive militarism and
damage the regions still fragile
democracies. Columbian trade
respresentative, Andres Valencia,
said [i]t is not our interest to mount a
political debate, adding that the WTO
is not the appropriate forum to settle
political differences.
Opt-outs, Tug-of-Wars
The EUs request for a waiver for
its African, Caribbean and the Pacific

(ACP) partners to keep the trade
privileges they currently enjoy could
face a bumper ride through the WTO.
The European Commission submitted
its plea for an eight-year opt-out from
WTO rules after reaching agreement
with the 71 ACP states on a new trade
and aid accord.
A group of Latin American
countries has challenged the
application for an extension of the optout. They argued that it discriminates
against non-ACP exporters and could
be used by the Union as a way to
maintain key elements of its banana
regime through the back door.
The US is still fiercely opposed to
the EU banana regime, but assured
its Caribbean neighbours that it will
not formally challenge the waiver
request. At the same time, it shares
the Latin American countries,
suspicion that the EU may be using
the ACP agreement to legitimise its
stance on bananas.
The US currently enjoys opt-outs
from trade rules in its dealings with
several African and central American
countries. If they block our deal, we
will play hard-ball with them, said
Philip Lowe, head of the EUs
development directorate-general.

ACTIVE PANELS

(As of 14 February 2000)

Complainant

Subject of the Complaint

Date Established

Canada

EC - Measures affecting the prohibition
of asbestos and asbestos products

25.11.1999

EC

Canada - Patent protection of pharmaceutical products

01.02.1999

EC

US-Anti-Dumping Act of 1916

01.02.1999

US,
Australia

Korea - Measures affecting imports of fresh,
chilled, and frozen beef

26.05.1999
26.05.1999

EC

US-Section 110(5) of the US Copyright Act

26.05.1999

EC

US-Import measures on certain products from the EC

16.06.1999

US

Australia-Measures affecting the importation of salmonds
16.06.1999
(Panel suspended on 08.11.99 at the request of the complainant)

US

Korea - Measures affecting government procurement

16.06.1999

EC

Argentina-Measures on the export of bovine
hides and the import of finished leather

26.07.1999

Japan

US-Anti-Dumping Act of 1916

26.07.1999

EC

US-Definitive safeguard measure on imports
of wheat gluten from the EC

26.07.1999

US

Argentina-Measures affecting imports of footwear

26.07.1999

Mexico

Guatemala-Definitive anti-Dumping measures
regarding grey Portland cement from Mexico

22.09.1999

US

Canada-Patent protection term

22.09.1999

India

EC-Anti-dumping duties on imports of
cotton-type, bed-linen from India

27.10.1999

New Zealand
Australia

US-safeguard measure on imports of lamb
meat

19.11.1999

Poland

Thailand-Anti-dumping duties an angles shapes and sections
of iron or non-allay steel H-beams from Poland

19.11.1999

Korea

US-Anti dumping measures on stainless steel plate in
coils and stainless steel sheet and strip from Korea

19.11.1999

E CONOMIQUIT y

January-April 2000

CYBER WORLD

Brussels to Pass E-commerce Law
The European Commission has
agreed to an ambitious agenda to
push through all remaining electronic
commerce legislation by the end of
this year. The idea is to try to help the
European Union catch up with the US
on the Internet economy.
There is a sense of urgency about
this at the top now. Once there is
strong political commitment the EU
system functions surprisingly well,
said Erkki Liikanen, EUs information
technology commissioner.
The EU plans to set up a new .eu
domain for Internet addresses to try
to strengthen the infrastructure for ecommerce in Europe.
The Commission also hopes to set
up a benchmarking system by the end
of the year to show member countries
how well they are doing on
implementing policies to promote ecommerce. (FT, 29.01.00)
Online Ad Spending
Online advertisement spending
will surge from $5.25bn this year to
$45.5bn by 2005. It is also expected
that the US advertisers will spend
more to tout their products and
services on the Internet than they do
on television.
The Myers Group, a New Yorkbased economic research firm
specialising in media, revealed this in
a study. Were projecting the global
markets moving at a faster pace than
January-April 2000

the domestic market, said Jack
Myers, chief economist of the firm.
The higher online ad spending will
come from traditional industries such
as autos, entertainment, financial
services, telecommunications, travel
and tourism. It is also expected that
newspaper and yellow pages
spending will weaken. (ET, 01.04.00)
The Other Side of New Technology
The co-founder of one of the
Silicon Valleys top technology
companies believes scientific
advances may be ushering humanity
into a nightmare world. Sun Microsystems chief economist, Bill Joy,
urges technologists to reconsider the
ethics of the drive towards constant
scientific innovation.
We are being propelled into this
new century with no plan, no control,
no brakes, Joy expressed. I have
always believed that making software
more reliable, given its many uses, will
make the world a safer place.
However, many others have
expressed opposite views. The world
is changing and I think people would
say dramatically for the better, said
Michael Campbell of SAP America,
which develops software to help
corporations manage their business.
(ET, 15.03.00)

Web of Taxing Issues
The Internet used to be compared
with the wild west, the true land of the
free, but now settlers have moved in,
bringing with them the threat of
taxation. A powerful lobby of the US
state governors is pushing to maintain
its slice of the taxation cake.
The e-commerce of that cake
could be worth $1,440bn by 2003,
according to Forrester, an
independent technology research
firm. As e-commerce replaces cashand-carry, what to tax, who does it and
how is an increasingly important
political issue.
The Internet is in effect untaxed
for Americans under a moratorium
introduced by the Internet Tax
Freedom Act. This prevents state
legislatures from imposing any new
taxes, at least until it expires in 2001.
There are two issues at the heart
of the debate. The first is whether
online purchases are subject to
current US purchase taxes, and the
second whether a separate new tax
should be imposed on online
purchases. (FT, 10.02.00)
ECONOMIQUIT y

Spanner in the
Spammers Works
Open your mail box and chances
are that you would find at least one
or two unsolicited messages. Some
people want to put their
advertisement on every active
bulletin board on the Net, thus
ensuring that it would be seen by
millions of Internet users. They had
spammed the Net.

Financial Express

Urge for Law to Curb Cyber Crime
Louis Freeh, the head of the
Federal Bureau of Investigation,
warned that the US laws were not
keeping up with the growing pace and
sophistication of cyber crime. He
called for changes to the legal
procedures governing investigation
and prosecution of such crimes.
He said that law enforcement
agencies such as the FBI required a
stronger regulatory framework and
resources to deal with the expected
growth of technology-related crime.
He was of the opinion that
generally, existing laws had enabled
the FBI and other agencies to
investigate and prosecute large-scale
cases of cyber crime.
Nonetheless, just as computer
crime has evolved and mutated over
the years, so too must our laws and
procedures evolve to meet the
changing nature of these crimes, he
added. (FT, 29.03.00)

Receiving dozens of them
might make you want to throttle
the senders. Unfortunately, all
that you can possibly do is to send
out flames to the senders and
blacklist them.
A London-based Internet
company has won a groundbreaking legal fight against
spamming in US. Bibliotech won
undisclosed damages from Sam
Khuri, together with an agreement
he will pay $1,000 damages plus
legal costs to any affected party if
he sends unsolicited e-mails in
future. (FE, 29.03.00; FT, 29.03.00)
Consumer Groups Go Online
Fifty of the worlds largest
consumer products groups, including
rival companies such as Procter and
Gamble and Unilever, Nestle and
Kraft Foods, have scrambled together
to form an on-line business-tobusiness marketplace.
The electronics marketplace,
expected to handle its first transaction
at the end of this year, may cost from
$30mn to $180mn, though no
decision has been made about the
ownership of the stand alone
company. The decision was taken in
the wake of similar collaborations in
the
automotive,
retail
and
agribusiness industries.
Definitive agreements on the
ownership, terms and name of the
venture, including confidentiality are
to be decided by the end of the second
quarter of 2000. (FT, 17.03.00)
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To Bring Your Net Worth Down

S

omebody says that Internet is
going to change our lives. It surely
has for some people and not too happily
either. Prudential ICICI Mutual Fund
officials were shocked to receive an email from a cyber squatter who calls
himself
Tarzan
Bundulo
(bequick2000@yahoo.com).
He
said
that
the
www.prudentialicici.com web site
registered by him would be put up for
sale if the asset management company
(AMC) did not buy it. Currently, the AMC
The Economic Times
uses a web site www.pruiciciamc.com.
The officials are clearly concerned and say they will act
decisively if the cyber squatter attempt to sell the domain name
to any one else. (ET, 15.03.00)

E-mail in 34 Languages
With everymail.com one can
choose from Urdu, Latvian, Hebrew,
Estonian or any other language that
catches your fancy. It is a free webbased e-mail that enables the user to
compose and receive mail in 34
languages.
On everymail.com, the text input
itself is in many languages. A virtual
keyboard guides the user in typing on
a regular English language keyboard.
Since it launch, with zero spend on
marketing
and
advertising,
everymail.com already has 10,000
registered users.
According to a study by the
Goldman Sachs Internet Research
Group, China, India, Korea and
Taiwan alone are expected to account
for over 200mn users by 2003. (BL,
05.02.00)

No. 1 Information Economy
Sweden has outrurn the US to
become the dominant information
economy of the world, according to
the IDC/World Times Information
Society Index (ISI 2000). Sweden was
able to swing the vote in its favour
because of corporate initiatives in that
country, like employee purchase
schemes, as opposed to government
programmes.
Sweden is a proof that even the
strongest information society must
remain innovative both in terms of
developing IT and integrating it in their
society, said Matt Tolan, IDCs global
IT strategies directors.
IDCs ISI 2000 tracks data from 55
countries that collectively accounts for
18

99 percent of IT expenditure. The
index takes into account 23 variables
spanning four categories: information,
Internet, computer and social
infrastructure. (ET, 11.03.00)
Dotcoms Mean Value Creation
Is the proliferation of dotcoms and
their high-octane valuations a bubble
that would soon burst? Is a shake-out
around the corner? Are there too
many dotcoms or too less in the cyber
space?
These were some of the
apprehensions expressed by some
experts. According to them, The
world rewards value creation and not
value appropriationvalue for the
customer, the employee. What is
being created today is the intellectual
infrastructure.
Propounding on many hypotheses
regarding dotcoms, they were of the
opinion that it was neither of these
reasons, but the recognition of value
creation, which was the rationale
behind the increasing number of
dotcoms. (BL, 13.03.00)
New Web Domains Register
VeriSign, a leading provider of
Internet identity authentication
services, is paying $21bn to buy
Network Solutions, the primary
registrar of Internet domain names.
VeriSign is best known for providing
digital certificates that verify the
identity of an Internet user and has
expanded its services to include
payment verification.
E CONOMIQUIT y

Network Solutions enables
companies and individuals to register
new Internet addresses and has
about 9mn in its registry. The
combination would enable them to
offer cohesive integrated services to
companies going online, engaging in
e-commerce and building businessto-business Internet exchanges.
VeriSign said the acquisition of
Network Solutions would lower its
costs of customer acquisition and
enable it to up sell additional
services to companies already on the
net.
Network Solutions gave up its role
as the sole registrar of the most
popular .com Internet addresses
under an agreement with the US
department of commerce and the
Internet Corporation for Assigned
Names and Numbers, a group set up
to transfer governance of Internet
registration from the US government
to the private sector. (FT, 08.03.00)
Action against Fraudsters
A world-wide sweep to target
fraudlent, get-rich-quick schemes on
the Internet has been orchestrated by
the US Federal Trade Commission
with the help of international agencies.
The sweep across 28 countries
highlighted more than 1,600 suspect
web sites, which will be warned to stop
or change their claims. They could
face investigation if they are
suspected of continuing fraud.
However, there was no breakdown of
where these sites were located.
Participants in the action ranged
from UKs Office of Fair Trading to
South
Koreas
Fair
Trade
Commission. The surf project was
part of an intensified effort by federal
agencies consumer and enforcement
divisions to combat the proliferation
of Internet-offered scams aimed at
consumers.
Officials said about 21 more
limited sweeps had targeted, among
other practices, pyramid schemes,
unrealistic investment opportunity
offerings and easy money claims.
If they can use this new
technology to defraud consumers, we
can use it to catch them, said Jodie
Bernstein, FTC director of consumer
protection. Were putting get-richquick schemes on notice that were
monitoring the web. (FT, 24.03.000)
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Dearth of IT Workers
Employers will need roughly
1.6mn new information technology
workers by next January but wont
come close to filling that many jobs.
Information Technology Association of
America (ITAA) predicted this in a
recent study.
The survey showed that
approximately 850,000 of these
positions would likely go unfulfilled
with demand for appropriately skilled
workers far exceeding the supply.
Information technology workers
represent a much bigger slice of the
total work force than previously
imagined, said Harris Miller,
president of ITAA. Yet, the nations
economic future is tied to the
availability of appropriately skilled
workers, he added.
The US information technology
work force currently numbers 10mn.
Only ten percent of the companies
surveyed hire partially qualified
workers and provide training to fully
qualify them. (WSJ, 11.04.00)
Call for Open Door Policy
With aging populations, all
developed countries are facing an
important economic problem, i.e.
shortage of labourers. One obvious
remedy is making the labour market
January-April 2000
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Germany is Calling You

ermanys booming computers
and telecommunications
industries are taking new strides. But
the repercussions of globalised
economy are finding their echo in
politics. Chancellor Gerhard
Schroeder acknowledged that
Germany needs foreign specialists
to come to the aid of its under-staffed
information technology industry.
He was speaking at the CEBIT
2000, worlds largest Internet and
computer trade fair, held in Berlin in
February. The bureaucrats also
voiced their eagerness to help IT
industry and carve out relevant non
bureaucratic solutions.
Germany wants to push
proliferation of Internet users from
current 13-20 percent to 50 percent
by 2005, by 2001 it wants all schools
online and the number of IT and
software companies to double.
Industry federation, Bitkom, has
been lobbying with the government
to ease restrictions which limit work
permits for foreign IT experts. It has
repeatedly asserted that lack of IT
experts is proving a formidable
hindrance in steering investments
into Germanys IT industry and
limiting growth.
Experts estimate that at least
75,000 jobs exist in Germanys IT
industry, 30,000 having been
created this year alone. Around

more flexible and retraining.
Economists have propounded
many solutions to this problem. First,
opening the labour market for the
productive use of vast number of
young people available in the
developing countries.
Second, the basic assumptions of
the economic model the developed
countries have adopted, which has
resulted in a declining population,
need to be studied and changed.
In a global economy, countries will
do well to adopt global solutions. Vast
movements of goods and services
across geographical boundaries need
to be accompanied by a similar
movement of people (when needed)
if the whole system is to maintain its
equilibrium.
Countries such as Italy with a
projected population of 38mn will
simply not be able to maintain their
economies on track without an influx
of foreigners. (FT, 07.01.00)
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Warning on Slave Trade
As many as 50,000 women and
children from Asia, Latin America and
Eastern Europe are smuggled into the
US each year and forced to work as
prostitutes, abused labourers or
servants. This was according to a
report prepared by Central
Intelligence Agency, USA.
The countries that are the primary
sources for traffickers are Thailand,
Vietnam, China, Mexico, Russia and
the Czech Republic. The report paints
a broad picture of this hidden trade
and of the difficulties that government
agencies face in fighting it.
It describes case after case of
foreign women who answered
advertisements for Au Pair, sales
clerk, secretarial or waitress jobs in
the US but found, once they arrived,
jobs did not exist.
Instead, they were taken prisoner,
held under guard and forced into
prostitution or peonage. Some of them
were sold outright to brothel owners,
the report says. (BL, 03.04.00)

55,000 to 60,000 jobs were created
in this sector last year.
The government is also
contemplating introducing green
card scheme for IT experts, which
has failed to excite overseas experts
so far. According to Juliane
Wiemerslage, human resources
director of IBM Deutschaland, the
green card scheme should be
implemented quickly because
market developments are so rapid.
The bureaucracy here and the
fact that everything is regulated
differentiates us from the US. That
is a factor for anyone who doesnt
want to go home in the short term,
she added. (ET, 25.02.00; FT, 19.04.00)
Urge for Labour Reform
The prime ministers of Britain and
Italy have called for radical reforms in
European labour market in a joint
letter to the other heads of
governments of the European Union.
The letter represents British push for
structural reform and contains strong
implied criticism of the employment
policies of other countries.
They call for imaginative policies,
including wage bargaining, to deal
with regional problems. And, they are
strongly critical of attempts to cut
unemployment by taking people out
of the labour market. Reducing the
size of the labour force is not the way
forward. There is no evidence that it
works, they say.
That is a very direct criticism of
France, which has introduced early
retirement programmes and a cut in the
working week, and Germany, which is
considering setting up or extending
similar programmes. (FT, 18.03.00)
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Labour Market Strengthens
In April, Australain employment
rose again after Februarys strong
gains, growing 2.9 percent year-onyear. The Australian Bureau of
Statistics said employment had risen
by 8,300, against Februarys 59,000
increase.
But, economists said the
underlying trend was stronger
because of increases in the number
of full time employees had been offset
by a decline in part time jobs.
Unemployment also rose,
however, from 6.7 percent to 6.9
percent. This was because of an
increase in the participation rate from
63.5 percent to 63.6 percent. The
strength of the economy and growth
in employment have encouraged
more Australians, especially women,
to enter the workforce. (FT, 07.04.00)
Anti-begging Drive in UK
British immigration minister,
Barbara Roach, announced tough
measures to dissuade asylum
seekers from begging. She told the
parliament that details of any foreign
nationals arrested for begging would
be passed immediately to immigration
officials and their cases fast-tracked
through the system.
The policy is intended to remove
from the UK, as quickly as possible
all, asylum seekers whose
applications are judged unfounded.
The governments controversial
Asylum and Immigration Act came
into force in the first week of April. The
act, which has been labelled
draconian, is aimed at dealing with the
rising number of asylum seekers
arriving in the UK, an issue that has
gripped Britains mass market tabloid
press.
The act covers immigrants who
apply for asylum at the port of entry.
They will have no say over where they
are sent and, instead of being eligible
for welfare benefits, will get vouchers
worth $55 per week to cover essential
needs. (FT, 05.04.00)
Efforts to Tackle Skills Crisis
The UK government plans to relax
work permit rules to attract overseas
technology workers in an effort to
tackle a projected skills crisis. But,
some dotcoms find they can tap
expertise outside the UK without
bringing workers into the country and
without paying British wages.
Such virtual offices allow
employers to outsource information
technology jobs overseas, particularly
20

to eastern Europe or Asia where
labour costs are far lower than in the
UK.
There could be 300,000 unfilled IT
jobs in Britain by 2003, according to
a survey by Microsoft and
International Data Corporations,
although others believe the shortfall
will be less severe.
IT outsourcing is nothing new but
it is becoming a more realistic option
for smaller outfits. According to
Stephen Dennison, who runs an
online advertising business, It might
make sense for a large company to
bring in permanent people. But, by the
time a small Internet company has
filled in the tax and immigration forms,
someone else will have launched the
same idea.
Dennison used elance.com, which
has launched a British version, and
found Newton Ideas, a team of
programmers in Minsk, Belarus. For
the complete code on a job like this,
including all the relevant source code,
US programmers would charge us up
to $100,000. In the UK, it is closer to

$10,000-$20,000, although a lot of
web companies have as much work
as they can cope with at the moment.
We eventually settled with Newton
Ideas on a price of $2,000. I dont think
we are exploiting them. This is a good
wage in Belarus and through us they
will be getting lots of exposure,
Dennison said. (FT, 05.04.00)
Fast Track Visa Clearance
Ireland has introduced a special
fast track working visa clearance
procedure. Under this, the Irish
consulate in the applicants home
country would issue work permits for
a year.
This new procedure has been
developed in view of the shortage of
skilled personnel the country faced in
critical areas such as information
technology. According to Mary
Harney, the Irish deputy prime
minister, infotech companies which
want to tap the Irish markets with their
services would not face any visa
problems with the introduction of this
new procedure. (BL, 08.04.00)

Need for A Thorough Reassessment

A

recent study done by the United Nations suggests that more immigrants,
not fewer, are needed to keep Europe competitive and able to care for
its rapidly aging population. The study, released by the UN population
division, also notes that Japan
and South Korea would be
WA
NT
facing significant population
ED
declines over the next 50
years and that migration will
offset the economic impact.
S
NT
The report could have
RA
G
I
serious implications for
IMM
governments grappling with
the increasingly vocal
immigration debate but also
facing the prospect of
supporting their surging number of retirees.
Fertility rates in Japan, South Korea and Europe are among the lowest in
the world. Since they are not expected to increase dramatically over the next
few decades, the report suggests that migration may be the best and only
realistic answer.
The report makes no specific recommendations. It merely concludes that
the demographic changes in store in the next fifty years would require a
thorough reassessment of many established economic, social and political
policies and programmes.
Paul Demeny, a scholar at the Population Council, said the UN report
was an illustrative exercise that should stimulate debate. But, he questioned
the reports presumption that a declining population was necessarily bad.
He noted that Europes best years, most creative and scientific, in the 18th
century occurred when the population was considerably smaller than it is
now.
He also suggested that fertility rates could suddenly increase as they did
in the post-World War II baby boom years in the US, which would help
correct the declining population. (BL, 22.03.00)
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(FE, 09.04.00)

Strength of Corporate Power
Corporations are now bigger than
countries and governments. Each of
the top three, Exxon-Mobil, General
Motors and Ford, has more annual
revenue than all but seven of the 191
national governments of the world,
according to the work of Sarah
Anderson and John Cavanagh of the
US Institute for Policy Studies.
A better measure of corporate
power compares government budget
with gross corporate revenues and
concludes that, of the worlds 100
largest
corporations
and
governments, 66 are corporations and
only 34 are national governments.
Any of the Fortune 500 (to qualify
as a Fortune 500, a corporation had
January-April 2000
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Key to Reducing Poverty
A recently released United Nations
Development Programme report
relates eradication of poverty to good
governance. The report titled,
Overcoming Human Poverty: UNDP
Poverty Report 2000, recommends
countries strengthen their capacity for
governance as a prerequisite for
fighting poverty.
Most countries around the world
are not doing enough to reduce
poverty in their societies, says the
report. What is missing has been the
organised policy environment at the
national level to put in place antipoverty strategies that will ensure
equity in society.
The poor cannot gain a hearing
for their views from undemocratic and
authoritarian political regimes, they
cannot gain access to public services
from an unresponsive central
bureaucracy or know that services
exists if they lack information.

HDI Fact File

he Human Development Index (HDI)
measures most basic human capabilities
such as leading a long life, being
knowledgeable and enjoying a decent
standard of living. The Human Development
Report 1999 has chosen three variables to
represent three dimensions: life expectancy,
educational attainment and income. The
report has constructed HDI for 174
countries. Canada, USA and Norway are
in the top of the HDI ranking and some of
the African countries, Sierra Leone, Niger
and Ethiopia, at the bottom.
The value of HDI lies between 0 and 1.
Canadas Hdi value of 0.932 is more than
three times Sierra Leones 0.254. These
values signify that Canada has a shortfall
in human development of only seven percent
whereas Sierra Leone has a huge 75
percent.
In the medium human development
category group, Malaysia, which ranks 56,
has an HDI value of 0.768. Chinas HDI
exceeds 0.7. (TH, 03.01.00)

0.932

Open Gates of Knowledge
The second Global Knowledge
Conference concluded, recently at
Kuala Lumpur, recognised that
greater access to knowledge and
information in the face of expanding
avenues of spreading information
through new technology is now the
essential component of development.
The conference held that by
throwing open the gates of knowledge
the divide between richest and
poorest countries could be bridged.
The 17-point action plan consisted
of a range of projects from efforts to
integrate technological skills in school
curricula to supporting global and
regional portals for sharing local
content to correct the current imbalance
in information flows between the North
and South. (TH, 09.03.00)

0.398
0.298
0.254

to have at least $9bn in annual
revenue) out rank 134 governments
of the world. Together these 134
nations make up almost one fifth of
the global population.
Total revenue of the Fortune 500
companies is $11.3tn, more than the
191 national governments of the
world.
Rally for Debt Relief
Debt relief campaigners staged a
protest rally at Washington, USA,
surrounding the International
Monetary Funds spring meetings
calling on the US Congress to fund
debt relief for the worlds poorest
nations.
The peaceful event was aimed at
encouraging the Congress to
approve a supplementary budget
request for $210mn to fund the US
obligations this year under the IMFled Heavily Indebted Poor Countries
Initiatives, which aims to cut the debts
of worlds poorest nations.
If the US Congress delays or fails
ECONOMIQUIT y

to approve the US administrations
request for fund for debt relief,
protestors said, other nations may
withhold their funding, putting the entire
debt relief scheme at risk. (BL, 11.04.00)
Gap between Rich and Poor
The income gap between rich and
poor has widened during one of the
most prosperous periods in the US
history. The US economic recovery
has not managed to narrow the gap,
according to a joint study by the
Centre on Budget and Policy Priorities
and Economic Policy Institute.
Nationwide, from the late 1970s
to the last 1990s, the average real
income of the lowest-income families
fell by more than six percent in real
terms, while the average real income
of middle-income families grew by
about five percent.
By contrast, the average real
income of highest-income families
increases by more than 30 percent.
(FT, 19.01.00)
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Education for All by 2015

Financial Express

very person, child, youth and adult,
shall be able to benefit from
educational opportunities designed to
meet their basic learning needs. So
begins Article 1 of the World Declaration
on Education for All, the touchstone for
all educational development.
The aim of the World Education
Forum, which was held in Dakar,
Senegal in April, is to help turn the vision
of the declaration into reality by
consolidating partnerships and
demonstrating clear commitments.
The new framework will redefine
strategies and set clear operational goals and strategic objectives. It
will help develop partnerships between governments, civil society
and the international community to meet measurable education
targets.
The UN has an important role to play in understanding the point
that without a greater role for NGOs and civil society, education for all
will never be achieved, said Svein Osttveit, executive secretary of
the Forum. (FE, 30.04.00)

Warning on Water Shortage
The World Commission on Water
(WCW) calls for radical changes in the
way water services are subsidised in
some of the worlds poorest and most
disadvantaged regions.
WCWs report says annual
investment in water facilities needs to
more than double from $70bn-$80bn
to $180bn to meet the rising demand,
reduce the numbers without clean
water (1bn) and without sanitation
(3bn) to just 33mn by 2025.
Governments unable to finance
this huge investment must encourage
the private sector, which at present
covers less than five percent of urban
water consumers in developing
countries, to fill the gap. Also, prices
paid by water consumers in
developing countries must rise
substantially to avoid life-threatening
shortage and environmental damage,
suggests the report.
The report also says the
introduction of private sector
competition and greater involvement
of customers in managing scarce
resources through local water
parliaments would encourage more
efficient and environmentally sound
management of scarce resources.
(FT, 15.03.00)

Malnutrition: A Major Concern
A recent report prepared by the
Commission on Nutrition Challenges

of the 21st Century paints a gloomy
picture: one billion children will be
permanently handicapped over the
next 20 years if the world does not
adopt a new approach to tackle
malnutrition. In a world of plenty,
malnutrition is immoral, comments
the report.
Thirty million children each year
are born with low birth weights, while
200
million
children
are
undernourished. Malnutrition is most
acute in North Africa, sub-Saharan
Africa and South Asia.
The world community has not
taken on board what is happening in
the third world, said Philip James, the
commissions chairman. Current UN
and national policies were not
sufficient to stem the problem and a
radical approach was needed to
prevent generations of children
suffering from impaired physical and
mental development and chronic
diseases caused by low birth weight
and malnutrition.
The report also said priorities
should be refocused on diversifying
crops and encouraging consumption
of traditional cereals, fruits and
vegetables. (BL, 22.03.00)
Call for Empowerment of Poor
A recently released World Bank
report says that community-driven
projects that empower the poor to take
control of their lives should be the

main focus area of the global efforts
to eradicate poverty.
The report, Voices of the Poor,
argues the central challenge of the
21st century is to create governance
systems from the local to the global
level that include and respond to the
priorities and concerns for the poor.
This requires investment in their
organisation so that they can
negotiate directly with governments,
NGOs, traders and international
agencies.
The report is based on personal
accounts from more than 60,000 men
and women in 60 countries. It says
that 56 percent of the worlds
population lives in poverty, 2.8bn
survive with less than $2 per day,
while 1.3bn live on less than $1.
(BL, 15.03.00)

Canberra Slams UN Report
Australia launched a scathing
attack on the United Nations and
threatened to pull out of the UN
system that reviews members
compliance with international treaties,
after being angered by criticism of its
treatment of aborigines.
A statement to this effect, made
by Australias foreign minister, is
Canberras toughest response yet to
a barrage of recent criticism over its
handling of indigenous policy.
The UN Committee on the
elimination of racial discrimination has
been consistent in its criticism of
Australias record on its indigenous
people. It urged Canberra to
apologige for the past injustices to the
minority and to override mandatory
sentencing laws that it says target
aborigines. (FT, 31.03.00)
ADBs Anti-Corruption Measure
Asian Development Banks (ADB)
concern to weed out fraud and
corruption across the region has
prompted it to set up a hit squad. The
bank is in search of a competent
professional who will head the squad.
Peter Anderson, the ADBs general
auditor, said traditional ways of doing
business and financial structure of
some countries made Asia fertile
ground for graft. Abuse of the insiders
privilege is rampant in Asia.
The World Bank estimates that
widespread corruption can reduce a
countrys growth rate by as much as
one percentage point as well as
drastically reduce inward investment.
Corruption can cost a government as
much as 50 percent of tax revenues.
(BL, 16.03.00)
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Call to Protect Great Lakes
A US-Canada commission has
recommended that both governments
adopt stringent standards to manage
the Great Lakes water system and
establish conditions that would make
it virtually impossible for private
companies to export water in bulk.
The
International
Joint
Commission was asked to study the
issue after a Canadian company two
years ago secured a permit to export
Great Lakes water via tanker to Asia.
This caused an uproar and concerns
that national treatment clauses in
international trade agreements would
require officials to grant permits to any
corporation wanting to export
Canadian water in bulk.
The commissions final report
advocated a precautionary stance on
the issue, saying there should be a
bias toward retaining water in the
basin and using it efficiently.
The commission also said it did not
favour imposing an outright ban on bulk
water removals because there may be
communities near the Great Lakes that
need access to the water in the future.
However, these cases should be
subjected to strict conditions
recommended by the commission.
They must prove that there are no
alternative sources and agree to
return at least 95 percent of the
diverted water back to the Great lakes
in a condition that protects the quality
of the ecosystem. (FT, 16.03.00)
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Liability Protocol Opens for Signing

T

he Protocol on Liability and Compensation for Damage Resulting from
the Transboundary Movement of Hazardous Wastes and their Disposal
was opened for signature in the Swiss capital of Bern. The protocol will
later be open for
signature at the UN
headquarters in New
York between April 1
and December 10,
2000.
The protocol is
linked to the 1989
Basel Convention on
the Transboundary
Movement
of
Hazardous Wastes
and their Disposal.
The Basel Convention is the first environmental treaty to establish a legally
binding regime for liability and compensation, said Per Bakken, officer-incharge of the Basel Convention secretariat.
Governments must then ratify or accede before becoming parties. The
agreement will come into force after it has received 20 ratifications. It will
provide a comprehensive regime for determining liability and ensuring
prompt and adequate compensation in the event of damages resulting from
the transboundary movement and disposal of hazardous wastes, including
illegal traffic in those wastes.
It will determine who is financially responsible in the event of an accident.
Each phase of a transboundary movement, from the generation of wastes
to their export, international transit, import and final disposal, is considered.

Financial Express

Fire Disaster in Indonesia
Indonesia is facing a disaster with
forest fires on the islands of Sumatra
and Borneo and will shut down
logging or plantation companies found
guilty of starting them.
According to the Indonesian
environment minister, Sonny Keraf,
Its a national disaster, as
neighbouring Singapore raised its
concern over growing pollution levels
from the smoke.
Officials in Riau province, whose
capital Pekanbaru is blanketed by
haze, said pollution levels had risen
over the 30 level while in Singapore
they rose from 26 to 35. A level over
100 is considered injurious to health.
Indonesias timber-related and
plantation industries have rendered
waste huge areas of the countrys rain
forest since the mid-1980s. The World
Bank and other foreign lenders
singled out the sector as a priority for
reform when they committed another
$4.7bn in loans and grants to Jakarta
in February. ( FT, 09.03.00)

(FE, 12.03.00)

Share Purchase for A Cause
Greenpeace has bought a
250,000 euro ($240,000) stake in oil
giant Royal Dutch in an effort to
pressure the firm to make more
investment in solar energy.
Grrenpeace bought the minimum
stake required so that it has the right
to communicate with fellow
shareholders ahead of the annual
meeting. We want to tell them that
Shell should invest more in solar
energy its possible to make a good
profit from solar energy, said
Greenpeace spokesman Mr. Sander
van Egmond. (BL, 16.03.00)
Climate Change Tax
The UK governments plan to
lessen the impact of its controversial
climate change levy on large industrial
companies could fall foul of the
proposed European Union guidelines
on state aid.
High energy users have been
offered discounts of 80 percent in return
for meeting energy efficiency targets.
The Energy Intensive Users Group
warned that the governments
proposals could lead to claims of unfair
state aid against companies under the
proposed EU guidelines. (FT, 18.03.00)
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Halt Nuclear Fuel Processing
Following international concern
over safety of British Nuclear Fuel
Ltd.s (BNFL) plant at Sellafield in
north-east England, Denmark wants
to halt all nuclear fuel reprocessing in
northern Europe. Denmark will also
ask for a moratorium to be imposed
on this activity at a European intergovernment conference to be held in
June in Copenhagen.
The development is the latest blow
to the state-owned British company
and hits the governments plan to sell
off a stake of up to 49 per cent for an
estimated GBP 1.5bn.
Two companies, BNFL and
Cogema of France, dominate the
world market in reprocessing spent
nuclear fuel. The business accounts
for about a quarter of BNFLs $3.2bn
annual turnover.
Nordic countries and Ireland have
complained about radioactive leaks in
the North Sea, which they say come
from Sellafield.
The British group was strongly
criticised after it admitted in September
that some of its Sellafield workers had
falsified quality control documents for
mixed oxide (mox) nuclear fuel
destined for Japan. (FT, 25.03.00)
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Talk on Endangered Species
Conservation groups fear that
worlds elephants, whales and
smallest marine turtles would come
under pressure from proposals made
at the 11th Conference of Parties to
the Convention on International Trade
in Endangered Spices of Wild Fauna
and Flora (CITES) held in Nairobi in
April.
While India and Kenya are
strongly opposed to the lift of the ban
on the sale of international trade in
ivory, four south African nations
including South Africa with healthy
elephant herds are seeking
permission to sell off part of their
stocks of ivory tusks to raise money
for conservation efforts.
The controversy was whether
ivory trade, which had been banned
for ten years until the so-called oneoff experimental resumption in 1998,
should be allowed to take place again
or not.
Similarly, Japan and Norway
proposed that a total ban on trade of
gray and minke whales be eased,
saying stocks in specific oceans are
healthy enough to withstand
commercial exploitation.
CITES is the worlds largest
conservation treaty and currently has
151 member countries. It is an intergovernmental body, which regulates
international wild life trade. (FT, 08.04.00;
ET, 02.04.00)

N

Polluters Pays in Practice
World Wild Life Fund for Nature
(WWF) International, an environmental
group based in Switzerland, demanded
that industrialised countries should
observe the polluter pays principle
by compensating poorer nations that
are hit by natural disasters linked to
global warming.
Western
governments
responsible for most emission of
warming gases, mainly carbon
dioxide, should set up a
compensation fund to help victims of
disasters such as the flood in southern
Africa and the recent swamping by
unusual high tides of the small Pacific
island of Tuvalu, WWF said.
The Kyoto protocol, agreed in
1997, would require industrialised
countries to cut emission of warming
gases by five percent below 1990
levels over the next decade. But,
governments are yet to agree how to
operate the protocol. (FT, 16.03.00)
Crisis over Cyanide Spill
As tensions grew over Romania
cyanide spill, Margot Walstrom, the
European Unions environment
commissioner pledged to examine the
Unions environment legislation for
gaps. She would compile a list of
hotspots where accidents could
happen, both in the Union and in
countries that are trying to join the
Union.

Curb on Chemicals

egotiators from more than 100 countries met in Bonn, Germany, for a
fourth round of talks on banning or restricting the use of a dozen
dangerous pesticides and other toxic chemicals known as persistent
organic pollutants (POP).
The UNsponsored
talks are aiming for an
agreement by the end of
this year. The most
difficult issues are
dioxins, an industrial byproduct and DDT, still
used
by
some
developing countries to
control the malarial
mosquito and three other
pesticides.
POPs are carbonbased chemical products and by-products of human industrial activity which
are of relatively recent origin. POPs are persistent in the environment and
resist degradation through physical, chemical or biological processes
Twelve POPs, the dirty dozen, have been short-listed by the United
Nations Environment Programme for a global action plan aimed at a rapid
phase-out. How to achieve a DDT phase-out that adequately protected
people in tropical countries from malaria remained one of the unsettled
issues. African countries were split on the issue of DDT phase-out.

(FT, 20.03.00; BL, 11.03.00)

24

E CONOMIQUIT y

Walstrom visited areas of Tisza,
in Hungary, where nearly all marine
life has been wiped out by January
30s spill of 100,000 cubic metres of
toxic sludge containing cyanide into
its one of its tributaries.
She also paid a visit to Baia Mare
in Romania, where a project to
recover gold from mining waste has
been blamed for the catastrophe.
The Romanian government has
been focusing blame on Esmeralda
Exploration, an Australian company,
which is 50 percent owner of Aurul,
the mining company at the heart of
the crisis. (FT, 16.02.00)
Flaws in Forest Policy
The World Bank has learned the
truth its not easy being green. Its
1991 strategy to save the worlds
shrinking forest, in fact, has made little
impact. A report by the Banks
operations evaluation department on
review of its strategy acknowledges
that deforestation and degradation of
natural forests is proceeding apace.
Banks decision in 1991 to discontinue
loans for commercial logging activities
has made little difference.
In many countries illegal logging
is similar in size to legal production.
In others, it exceeds legal logging by
a substantial margin, according to the
report.
The report concluded that the
Banks efforts have been too modest.
The strategy was too narrowly
focused, on 20 moist tropical forest
countries and neglected other biodiversity-rich forests that are even
more endangered. (FT, 11.02.00)
Impact of Eco-degradation
Continuing
environmental
deterioration will certainly lead to
economic decline. The worlds
economic future hangs on nations
addressing fundamental problems
such as pollution, population growth
and malnourishment, warns World
Watch Institutes annual report, State
of the World.
The report says the overriding
challenges facing our global
civilisation as the new century begins
are to stabilise climate and stabilise
population. Failing that, it says there
is not an ecosystem on Earth that we
can save.
The report suggests the adoption
of a carbon tax on coal and petroleum
to encourage the use of cleaner fuels
such as hydrogen, wind power or
solar power. (BL, 17.01.00)
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INTELLECTUAL PROPERTY RIGHTS
Speed Up Patent Change
The European patent office has
agreed to speed up its procedures to
change a patent that was mistakenly
awarded to the Edinburgh University
for a process that could involve
human cloning.
The normal process for
overturning a patent takes nine
months. But, the patent office agreed
to speed this up after Frits Bolkestein,
the European Unions single market
commissioner, warned that the
European Commission would
intervene in the matter if the patent
office did not act swiftly enough.
The patent was granted after a
linguistic error extended its scope to
human clones. (FT, 31.03.00)
New Heaven for Software Pirates
Malaysia, which is known for its
lenient copyright laws and lax
enforcement, has become a new
haven for video and music pirates
who are being forced out by
crackdowns in other Asian countries.
In a recently concluded Software
Policy Summit in Kuala Lumpur,
government officials and technology
experts from 12 Asia-Pacific countries
have placed intellectual property
protection and software piracy at the
top of their agenda in talks aimed at
finding ways to reduce piracy in the
region.
Piracy in Malaysia alone cost
Americas movie industry an
estimated $40mn in 1998 and the US
music industry $13mn. Seven out of
every ten software programme
running in Malyasia are pirated,
according to a 1998 study conducted
by Pricewaterhouse Coopers.
A new law aimed at wiping out
piracy is awaiting final approval of the
Malaysian parliament. (TOI, 11.04.00)
USDA Betrays Public Trust
Canada-based
Rural
Advancement
Foundation
International (RAFI) announced that
the US department of agriculture
(USDA) holds two new patents on the
controversial terminator technology,
the genetic engineering of plants to
render their seeds sterile.
The US government is advancing
research and squandering taxpayer
dollars on a technology that has been
universally condemned because it is
bad for farmers, food security and
biodiversity, said Pat Mooney, RAFIs
executive director.
According to RAFI, the new
patents on genetic seed sterilisation
January-April 2000

European Patent Plan Unfolds

T

he European Commission is set to create a community patent
to protect invention as part of a programme to overhaul the
European Unions policy for fostering research. The proposal will
be welcomed by European
R&D: not a good mix
businesses, which have long European
R&D expenditure
As % of GDP
argued that the current
US
system, based on national
Japan
patents, is costly and stifles
innovation.
According to Philippe
EU
Busquin,
research
commissioner, Europe needs
a market covering the
demand and supply of knowledge and technologies.
A document said, It (European patent) must be readily
affordable . And efforts need to be made to reduce the costs of
translation. The cost of patents is a big obstacle to their wide
spread use in Europe.
Busquin said the European Court of Justice should be the
appeal court in patent disputes and this would require amending
EU treaties. (FT, 18.01.00)
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were issued in 1999 (US Patent No.
5,925,808 issued on July 20, 1999
and US Patent No. 5,977,441 issued
on November 2, 1999). The patents
are jointly owned by USDA and Delta
& Pine Land (the worlds largest cotton
seed company), the owners of the
original 1998 patent.
If commercialised, terminator
would make it impossible for farmers
to save seeds from their harvest,
forcing them to return to the
commercial seed market every year.
We feel duped and betrayed,
said Gary Goldberg, chief executive
officer of the American Corn Growers
Association. (FE, 10.04.00)
IBM Breaks Record
International Business Machines
was awarded a record number of US
patents last year, many in the
increasingly litigious software and
business processes.
The worlds largest computer
company was awarded 2,756 patents,
900 more than second placed
Japanese company NEC, according
to Ifi Claims Patent Services. About
900 of IBMs patents included
software related technologies that it
said were fundamental to its ebusiness strategy.
The US patent office has seen the
number of patent applications
covering software and business
processes mushroom in recent years.
ECONOMIQUIT y
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This has resulted in several disputes
between US Internet commerce
companies over the ownership of ecommerce processes.
However, according to Gerald
Rosenthal, vice president of intellectual
property and licensing at IBM, We do
not intend to use our patent portfolio to
prevent companies from using our
technologies as long as they are
willing to pay the licence fees.
The company reported more than
$1bn in annual revenues from its
patent licensing. Its patent portfolio
covers a wide range of technologies,
including semiconductors, data
storage systems and network
equipment. (FT, 12.01.00)
Yahoo! Sued for Piracy
Three major video game makers
have sued Internet portal Yahoo! Inc.
to bar the sale of allegedly counterfeit
video games on its Web site.
The suit claims Yahoo! provides
for the auction and sale of pirated
video games at its site, and directly
pockets the profit, which annually
costs the industry over $3.2bn in lost
sales globally, according to the
industry group, Interactive Digital
Software Association.
The plaintiffs are Nintendo of
America, Sega of America and
Electronics Arts Inc., who collectively
sell some of the worlds leading titles.
(BL, 31.03.00)
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INTELLECTUAL PROPERTY RIGHTS
Row Over Trademark
Agfa Corp, a US arm of the
Belgian company agfa-Gevaert
group, has sued LightSurf Inc., a
wireless photography company,
alleging that the latters use of the
phrase ePhoto for its technology
violets a trademark Agfa has been
using on digital cameras and related
products.
Agfa seeks an injunction and triple
the damages the court may find that
Agfa suffered because of LightSurfs
alleged trademark infringement.
In retaliation, LightSurf also filed
a lawsuit against Agfa, arguing that
the word ePhoto is a generic term and
does not deserve a trademark and is
already widely used by many
companies on the internet. (FT, 29.03.00)
Battle Over Anaemia Drug
The most bitter patent dispute over
the rights to Epogen, an anaemia drug
with $4bn in world wide sales,
continues between established
biotechnology giants Amgen and
Transkaryotic Therapies (TKT), a tiny
company.
Epogen, a treatment that prevents
anaemia in patients undergoing
kidney dialysis or chemotherapy, is a
naturally occurring protein. Produced
in human kidney, it stimulates the

A

creation of red blood cells.
In 1980s, Amgen became the first
company to manufacture it, using
recombinant DNA, a technique
common in biotechnology, which
duplicates the human gene
responsible for producing epogen and
inserts it into other cells.
A few years ago, TKT came up
with a novel and cheaper method to
make the same product. TKT grows
human cells in laboratories, then
treats them with its gene activation
technique.
Amgen filed a patent suit against
TKT in 1997 to keep it market shares
for Epogen. And, the case is finally
moving to court. (FT, 10.04.00)

The statement was applauded by
Britains Welcome Trust, which is
funding the Human Genome Project
alongside the US National Institute of
Health. This sends a strong message
not only to the scientific community
but to the companies involved in
research and leaders around the
world, said Mike Dexter, the Trusts
director.
However, according to Sue Mayer
of GeneWatch, UK, Unless it is
backed up by changes in the patent
law in the UK, it is little more than fine
words. No one who knows the
companies and individuals concerned
will believe this will stop them.

Patenting of Human Genomic Code
The US president Bill Clinton and
the UK prime minister Tony Blair
called for scientists around the world
to have free access to data compiled
by researchers deciphering mankinds
genetic code.
Their statement was in response
to public concern over the patenting
of genomic information. The two
countries have played a leading role
in mapping human DNA and hope to
calm the anxiety over the corporate
scramble for ownership of genomic
data.

Row Over HIV Test Kit
Pasteur Institute of France and a
Singapore drug company are at
loggerheads over the right to make an
HIV test kit. The Institute discovered
that the Singapore firm, Genelabs
Diagnostics was making similar kits
that the Institute had developed to test
the new strain of HIV called HIV-2.
Scientists from the Institute
discovered the new virus strain and
filed a patent registration in 1987.
They also invented the kit to detect
the strain.
A judicial commissioner in
Singapore upheld the claim that the
company was making the kits without
permission. It also directed it to stop
and to pay damages, which would run
into million of dollars. (BL, 10.04.00)

Spill Over Bean

US-based company is suing Mexican bean exporters, charging that
the Mexican beans they are selling in the US infringes the companys
US patent on a yellow-coloured bean variety. The patented bean, Enola,
orginates from bean seeds the companys president purchased in Mexico.
These Mexican yellow beans have been grown in Mexico for centuries,
developed by generation of Mexican farmers and more recently by Mexican
plant breeders.
In 1994, Larry Proctor, the owner of a small seed company bought a bag
of commercial bean seeds in Sonora, Mexico. He picked out the yellowcoloured bean, planted them and allowed them to self-pollinate.
Proctor selected yellow seeds for several generations until he got what
he describes as a uniform and stable population of yellow bean seeds. He
applied for a US
patent in 1996,
barely two years
after he purchased
the beans in Mexico.
According to the
Rural Advancement
F o u n d a t i o n
International (RAFI),
the Enola bean
patent is technically
and
morally
unacceptable. RAFI
says that it is difficult
to decide who is more at fault; the patent owner or the US patent examiners
who determined that Proctor was eligible to win an exclusive monopoly
patent.
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(FT, 15.03.00)

Web Site in IPR Tangle
A US judge, Donald Ziegler,
blocked a Canadian Website,
iCraveTV.com from broadcasting
copyrighted US television shows until
he hears the arguments in a lawsuit
brought by ten Hollywood movie
studios, three networks and two
professional sports leagues. Legal
experts say this could be a landmark
case for the future of intellectual
propert rights in cyberspace,
iCraveTV.com, which bills itself as
the worlds first 24-hour-a-day free
Internet television company, picks up
broadcasts from 17 television stations
in New York, Buffalo and Toronto, and
converts the programming into digital
webcasts.
The order gives us immediate
relief in our attempt to protect our
trademarketed property from use in
cyberspace, said Mark Litvack, an
attorney with the Motion Picture
Association of America.
(BS, 31.01.00)
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CONSUMER & HEALTH NEWS
Key Issues at FCTC
World Health Organisation (WHO)
member nations should contribute at
least one percent of tobacco taxes to
domestic and international tobacco
control measures, suggested experts
who met in Vancouver in October last
year to discuss the terms of
framework convention on tobacco
control (FCTC).
Issues pertaining to taxation,
advertising, Internet trade and
tobacco agriculture are some of the
issues FCTC would focus on. FCTC
is a legal framework to be put in place
by the WHO for global tobacco control
that will finally be adopted by the world
health assembly in 2003.
The Vancouver meeting stressed
that involvement of tobacco industry
in FCTC would result in loopholeridden or preemptive laws, which
could be worse than no laws.
However, experts hold that the
tobacco industry and its front groups
should not participate in the guise of
non-governmental organisations in
the FCTC initiative as its operations
are against the FCTC objectives.
(ET, 05.01.00)

FDA Warns on Drug Sale
The US Food and Drug
Administration (FDA) has sought
additional powers to police the selling
of medicines over Internet as it feels
that retail sale of medicines over the
Internet threatens to undermine the
safety controls by rogue traders to
bypass regulatory controls.
FDA says online sale of drugs and
healthcare products is rising and
becoming increasingly difficult to
control.
Jane Henney, FDA commissioner,
said patients using the web to search
for bargains risked buying substandard products. They are trying to
exert a choice but they might be
getting drugs that have not been
properly evaluated or ones that are
counterfeit or contaminated, she
warned. (FT, 29.01.00)
Push for Health and the Economy
Gro Harlem Brundtland, director
general of the World Health
Organisation,
launched
an
international commission of eminent
economists intended to push health
issues to the forefront of the global
economic development agenda.
Chaired by Jeffrey Sachs of
Harvard University, the 15-member
commission on macroeconomics and
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health has been given two years to
consolidate the evidence and provide
practical recommendations on how
investment in health can promote
economic growth and reduce poverty
and inequality.
Among other issues, the
commission will tackle incentives for
drug companies to develop and make
available drugs and vaccines for
diseases mainly affecting the poor. It
also plans to wade into the
controversial area of access by the
poor to patented drugs, for instance
to treat HIV/Aids. (FT, 19.01.00)
GM Rice Aims to Improve Health
The genetically engineered food
revolution has at last fulfilled a longterm promise by developing a product
aimed at improving health in
developing countries: a nutritionally
superior yellow rice.
In January edition of Science
magazine, researchers say they
have generated rice with a high
content of vitamin A that gives the
rice a golden hue. While companies
in the sector have long talked about
using such crops to address world
hunger
and
nutrition,
the
agribusiness has focussed on
commercial products.
Half of the worlds population eats

T

rice daily and it is a cheap source of
many essential nutrients. In south
east Asia, 70 percent of children under
the age of five suffer from vitamin A
deficiency, leading to blindness and
other diseases.
The United Nations Children Fund
predicts that improved sources of
vitamin A could prevent up to 2mn
deaths a year for children under four
years of age. (FT, 14.01.00)

Global Panel on GM Foods

A global conference has called for
the creation of an international
consultative panel to address all
facets of the GM foods debate.
The chairman designate of the
proposed UK foods standard agency,
John Krebs said that "there is a case
for suggesting the development of
some kind of continuing interational
dialogue."
He suggested that such a panel
should deal not only with the
agricultural and food aspects of
biotechnology, but also trade,
economic
development,
environmental and ethical questions.
The global market for GM crops
may soar to $25bn by 2010 from an
estimated $3bn this year. (BL, 04.03.00;

13.03.00)

EU Reluctant on GM Products

he European Unions caution in allowing genetically modified product
to Europe market is once again reflected in its recent decision to
defer, for the second time, a decision on three authorisations.
At a regulatory meeting, representatives agreed to defer for six months
a decision on two swede rapes made by AgrEvo and one fodder beet
developed by Monsanto and other
companies.
Importantly, the EU, in its effort to
ensure food safety and consumer health,
might introduce some regulatory
measures that may have far reaching
consequences. It may pass legislation
concerning the authorisation, labelling
and usages of genetically modified feed
in accordance with the regulation for
novel feed.
The cost of these regulatory
procedures will have to be borne by all
those participating in the trade and also
the consumer.
In the mean time, the US has
challenged EUs claim that the so-called
precautionary principles, used to justify
sales embargoes on some GM foods and
other products, is enshrined in
international agreements. (FT 10.03.00)
ECONOMIQUIT y
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Media Blitz on GM Foods

ome of the top companies producing genetically modified products
across Europe and US have joined hands to launch a $50mn
three-year advertising campaign to weed out consumers fear on
genetically modified food
products.
Companies such as
DuPont, Monsanto and
Dow Chemicals have
formed a coalition with
their counterparts in
Europe for the
campaign.
The campaign
is
aimed
at
convincing
consumers that
the technology
can
provide
benefits such as creation of more nutritious food or the ability to farm
using fewer chemicals. The companies also want to convince people
that biotechnology can help farmers in developing countries fight pest
and crop diseases.
The companies have hired the advertising agency, BSMG
Worldwide for the campaign, which would also include an Internet
site, brochures and a toll-fee phone line. (Indigenous Peoples Council, 10.03.00)
Smokers Awarded Damages
Three sick smokers created
history when they were awarded by a
Florida jury, compensation to the tune
of $12.7mn in a lawsuit against Big
Tobacco. This has raised the spectre
of a crippling punitive damages award
against tobacco industries.
The next phase of the trial,
expected to conclude in May, would
decide punitive damages and rule on
whether the industry will have to post
a bond with the court to cover such
an award.
Analysts cast doubt on the
prospect that damages could reach
$100bn-$300bn, as had been mooted
during the trial. Florida law prevents
the imposition of punitive damages,
which exceed the net worth of the
defendant. (FT, 08.04.00)
Meet on GM Food Safety
The
Codex
Alimentarius
Commission, charged by the World
Trade Organisation with developing
international food standards,
organised an international conference
near Tokyo in March. The conference
was aimed at setting global safety
standards for GM food by 2003.
Officials representing 35 of the
165 Codex member nations, as well
as 24 inter-governmental and nongovernmental organisations attended
28

the four-day meeting.
The objective of the task force is
to develop standards, guidelines or
recommendations, as appropriate, for
food derived from biotechnology, on
the basis of scientific evidence, risk
analysis and other factors relevant to
the health of consumers and the
promotion of fair practices.
It is well known that foods derived
from biotechnology have led to safety
concerns for human and animal
health and the environment.
The task force will also consider
the concept of substantial
equivalence established in 1993 by
the Organisation for Economic
Cooperation and Development.
(FE, 16.03.00; BL, 16.03.00)

Food Safety Watchdog Agency
The European Commission plans
to establish an independent European
Food Safety Authority by the end of
2002.
The new watchdog agency will be
responsible for risk assessment and
would work closely with existing
national and regional food safety
authorities across Europe. However,
unlike the US Food and Drug
Administration, the agency will have
a much weaker legal mandate. The
agency will advise the commission,
which will have final say on regulatory
E CONOMIQUIT y

issues and other legal matters.
This is an attempt by the EC to
restore consumer confidence in the
wake of several food scares, involving
contaminated beef, poultry and Coke
as well as the continuing trade debate
over GM foods and British beef
exports. (WSJ, 10.01.00)
Safer Cigarette Paper
Phillip Morris, the world largest
cigarette maker whose brands include
Marlboro, has developed a new type
of slow-burning paper that could
greatly reduce a cigarettes potential
to start fire.
The paper has special rings that
act like speed bumps to slow the rate
at which a cigarette burns. The
company spent about $50mn on the
paper technology and would have to
invest an additional $50mn to fully
commercialise the product, according
to company sources.
Our goal is to manufacture and
market cigarettes that are less likely
to cause fires when carelessly
handled and that are acceptable to
consumers, said John Nelson, senior
vice president of the company. This
product and this consumer research
could be a very important step to
achieving that goal, he added. (BL,
13.01.00)

Nations to Halt Meat Imports
Australia and Singapore joined
three other nations in suspending
imports of beef and pork from South
Korea and Japan as concern spread
over disease found in cattle.
Japan suspended imports from
Korea and said it would impose an
outright ban on Korean pork and beef
if they were found to be infected with
the foot-and-mouth disease. South
Korea imposed a similar suspension
after the Japanese authorities said
they too had discovered a cow
suspected to be infected with the
disease.
The outbreaks forced authorities
in the two countries to destroy the
infected cattle and more than 100
others. They also imposed strict bans
on transporting animals at hundreds
of farms in the vicinity of the
outbreaks.
The wave of import curbs was
expected to hit the South Korean meat
industry a lot harder than Japan,
industry sources said. Japan
accounts for almost all of South
Koreas pork exports, which this year
have been targeted at $400mn, or
90,000 tonnes. (BL, 30.03.00)
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INDIA NEWS
Umbrella Act for Insurance Sector
The government is working on a
draft umbrella Insurance Act to
replace the existing Insurance Act of
1938 and the General Insurance
Business (Nationalisation) Act of 1972
to encompass life, non-life and
reinsurance business in the country.
There is no possibility of any change
in 26 percent equity cap on foreign
investment in insurance sector in the
coming years. Under the liberalised
insurance regime, there would be no
limit on the number of players who
could take part in the business, said
special secretary (insurance) in the
finance ministry, B. K. Chaturvedi.
The insurance regulator would
have an autonomous role and the
governments role would be restricted
to taking up policy issues such as
inadequate coverage of geographic
areas and social commitments.
Insurance Regulatory Authority
(IRA) is planning to come out with
advertisement guidelines to protect
gullible investors against false
claims that may be made by the
insurers to garner business, informed
H. Ansari, member of IRA. (BL, 05.02.00)
Enemy No. 1
India may be low on the human
development index, but regarding the
environment, Indians are thinking
ahead. This is reflected in
Environmental Monitor (EM), an
annual survey of global opinion on a
variety of environmental and natural
resource issues.
Public concern about the
alarmingly disastrous environment
poisoning of India has taken centre
stage, even overtaking issues like
economic growth in the peoples list
of priorities.
People are so alarmed that if the
government takes the initiative, they
are willing to pay ten percent more
on household products and nonconventional energy, which are
environment friendly. Car owners are
willing to pay ten percent more for
petrol or other fuel if the money is
used to reduce air pollution. (India Today,
14.02.00)

Sitting on A Goldmine
If India could offer information
services to the industrialised world
economy in the unfolding Internet
facilitated business world, it can earn
$1tn. This was expressed by Michael
Dertouzos, director of MIT Lab for
Computer Science, USA.
Indian entrepreneurs and
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professional can sell their information
services, expertise in jobs such as
medical transcription, processing
insurance documents, educational
activity, etc., quite effectively in the IT
market place, enabled by the Internet.
India is well positioned to seize the
opportunities since it does not require
much on basic skill development, the
human resource is virtually
readymade.
The second huge potential,
Dertouzos sees for India, is in
leveraging its storehouse of
knowledge in traditional medicine and
spiritualism. (BL, 09.02.00)
Disputes Over Soda Ash
Under pressure from US soda ash
industry, Clinton administration and
industry representatives are working
on a solution to put an end to three
and half years dispute over the
restriction India imposed on the import
of soda ash from the US.
The soda ash is used in glass and
detergent manufacturing. Until 1996,
soda ash import to India was
effectively prohibited by tariff ranging
up to 100 percent. That year the tariff
was reduced to 30 percent,
encouraging the US soda ash
industrys trading company, the
American Natural Soda Ash
Corporation (ANSAC), to try to pursue
Indian business.
ANSAC made one sale of 23,000
tonnes of soda ash at a price roughly
equivalent to the local market price.
At this point, Indias Soda Ash
Manufacturers obtained a temporary

T

injunction against US exports,
claiming the company was a
monopoly which had dumped the
product in the market.
Indias Monopolies and Restrictive
Trade Practices Commission, which
had passed the injunction, is yet to
take a final ruling on the case.
(FT, 15.02.00)

Rapid Growth of FDI
Between early 1990s and late
1990s, annual average foreign direct
invest (FDI) flows to India grew by a
multiple of six, rising from $470mn in
1991-94 to $2.7bn in 1995-98. During
that period, Indias share in total flows
to Asia and the Pacific trebled, from
1.1 percent to 3.3 percent, according
to a report published by the United
Nations Conference on Trade and
Development.
A concerted drive to attract FDI
initiated this process at the beginning
of 1990s. In July 1991, New Industrial
Policy Act introduced sweeping policy
reforms and permitted automatic
approval of ventures with up to 51
percent foreign equity in industries
included on a list of high-priority
industries.
Since January 2000, the
government is pressing ahead with
additional reforms for further economic
liberalisation, which include the
ending of state monopoly in insurance,
the opening up of banking and
manufacturing industry to competition
and the rapid divestment of publicsector enterprises.
(UNCTAD Press Release, 22.03.00)

Going to be A Big, Bad World

he Indo-US agreement to phase out all quantitative restrictions on imports by
April 2001 will affect automobiles, consumer durables, small-scale industry, textile
and agriculture. The agreement also means that for the first time since the beginning
of planned economic development in 1950s, virtually everything can be imported.
The government, however, has the
Implications
option of protecting domestic industry by
setting high tariffs.
u Imports of new and second-hand cars
Among the industries most affected
would be allowed. Government can
would be the passenger car industry. After
impose high tariffs
April 2001, consumers will be free to u Local content requirements will be
import ever ything form BMWs to
scrapped
secondhand Toyota Corollas. By some u Small scale reservation would be
threatened since imports of the
estimate, second-hand Toyota Corollas
reserved items would be allowed
would cost the same as a Maruti 800, a
premium Indian brand. This would put u Textile imports allowed
considerable pressure on domestic u Farmers would have to face
competition from imports. High tariffs
industry.
on most commodities except rice.
The removal of QRs would also make
the continuation of reservation for small-scale units virtually meaningless. Similarly,
the Indian domestic textile industry would also have to face competition from imports.
Indian farmers would have to gear up to face competition from imports for the first
time. The government has already indicated to the World Trade Organisation the
tariffs applicable to farm products. These range between 100 and 300 percent.
(ET, 03.01.00)
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INDIA NEWS
High Capital Cost
The capital cost for most Indian
companies, which is generally
regarded to be in 15-20 percent range,
places them at a significant
competitive disadvantage, according
to a survey conducted by
PricewaterhouseCoopers on the cost
of capital.
But, Indian companies expect that
equity market risk premium (EMRP)
and risk free rate to decline in India
over the next three years. These
would facilitate reduction in the cost
of capital for Indian companies.
This decline is expected on
account of an improvement in
corporate transparency, greater
maturity (thereby reduced volatility) of
the equity market, reduction in
fiscal deficit, market determined
returns on government securities,
fewer curbs on capital flow and local
transaction cost.
At present, the EMRP in India, at
8-10 percent, is higher than the
EMRPs associated with most
developed countries (3-5%).
(ET, 15.03.00)

To Protect Trade Secrets
The government is drafting
legislation on disclosed information to
protect trade secrets. The legislation
would make any breach of trade

I

secrets or confidentiality a punishable
offence, according to department of
industrial developments secretary C.
T. Benjamin.
The proposed bill is one of the
eight legislations which the
government will have to adopt to
comply with WTO Agreement on
Trade Related Aspects of Intellectual
Property Rights.
We want to create an industry
property system that encourages
innovation in a proper environment.
Enactment of these legislation will
facilitate transfer of technologies and
push up research and development
initiatives, said Benjamin. (FE, 11.03.00)
Population below Poverty Line
The recent census of below the
poverty line (BPL) families undertaken
by the rural development ministry has
stated that 44.22 percent of the
population are poor who inhabit in
rural areas of the country.
This contradicts the planning
commissions official and unofficial
estimates, which state that in 199394 rural poor amount to 37.27 percent
of the population.
The ministry, which has done its
survey exclusively for rural areas, has
stated that 5.43 crore (54.3mn)
families are poor. A family is presumed
to consist of five members. However,

Traditional Knowledge to Go Digital

The Economic Times
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(FE, 06.04.00)

Fit for World Trade
Textile export from India will
increase after the quota system is
completely replaced by the more
liberal Agreement on Textile and
Clothing starting 2005, a majority of
countrys textile exporters feel.
Indian textile industry is well
positioned to meet the challenge of
free world trade in textile, which on
the whole, will benefit the country by
providing free access to European
and US markets, says a study
commissioned by the textile ministry.
By 2005, customs duties on fabric
and garments will have to be brought
down to a minimum. Restriction on
imports through licensing will have to
go earlier than that. Under an
agreement in December last year with
the US, India will have to abolish
licensing by April 2001 in two phases.
(BS, 18.02.00)

ndia is planning to digitally document its traditional knowledge to prevent
patenting of Indian remedies by other countries. This was revealed by R.
A. Mashelkar, director general of the Council for Scientic and Industrial
Research. It is first time in the world that traditional and informal systems of
knowledge are being
electronically classified.
The decision to classify
all sources of Indian
traditional
knowledge,
whether oral or written, was
taken after India won its case
against the patent claims on
the wound healing property
of turmeric.
The World Intellectual
Property
Organisation
(WIPO) had agreed to
include traditional knowledge data-base in the work programme on WIPO
Standing Committee on Information Technology.
In the first phase of Indias Traditional Knowledge Digital Library, out of
the 1,700 medicinal plants for which documentation is available in 54 tests,
initial priority will be assigned to select plants used in the areas related to
arthritis, mental disorder and diseases that have direct or indirect relationship
with life expectancy. (ET, 06.02.00)

30

in the eighth plan period (1992-97),
percentage of BPL families has
declined from 52.49 percent to the
current position of 44.22 percent.
The main reason for high levels
of rural poverty is decline in annual
growth rate for food grains output at
an average of 1.7 percent which is
almost equal to the annual growth rate
of population. The annual growth rate
in agriculture production is currently
at an average of 3.3 percent while the
annual growth rate in rural industries
has increased to 3.7 percent.

India on New Trade Round
India would take measured steps
in its approach on the launch of a new
round of trade negotiations under the
WTO. India is eager to maintain a
rule-based multilateral trading
arrangement which is just and fair.
India is for strengthening the WTO,
said Murasoli Maran, commerce and
industry minister.
The statement of the minister
assumes significance in the wake of
the US presidents address to the joint
session of parliament, seeking Indias
support for launch of a new global
trade round.
Maran also pointed out that the
range of existing export basket from
India, though expanding, still remains
limited and that Indias share at 0.7
percent of US imports is much smaller
than its potential. India should
become an economic power house
and we have to create a distinct
(BL, 24.03.00)
profile, he added.
January-April 2000
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Jaipur Declaration to Promote Competition Culture
As a follow up to the UNCTAD
X conference held in Bangkok in
February, 2000, the Jaipur
Declaration was adopted to
enhance competition culture in all
the countries of the world, so that
the gains of globalisation are
shared equally among all.
This Declaration was the
outcome of a two and a half day
Regional Seminar on Competition
Law and Policy for Asia-Pacific,
organised jointly by the United
Nations Conference on Trade and
Development, Monopolies and
Restrictive Trade Practices
Commission, India and Consumer
Unity & Trust Society, Jaipur,
Rajasthan from 13 to 15 April.
Over 50 delegates from several
countries in the Asia Pacific region
and experts from the WTO, World
Bank and OECD participated in
this event. Chandrabhan,
Rajasthans minister for energy
and industry inaugurated the
seminar, while food and consumer
affairs minister, R. K. Verma
delivered the closing address.
Among other dignitaries who
participated at the seminar
included, Frederic Jenny,
chairman of the WTO Committee
on Trade and Competition policy,
A. N. Divecha, chairman of the
Monopolies and Restrictive Trade
Practices Commission of India, P.
L. Sanjeeva Reddy, secretary,
Department of Company Affairs,
Government of India, Pamela
Chan, president of Consumers
International, Philippe Brusick,
chief of the UNCTADs section on
competition policy and Pradeep S.
Mehta, secretary general of CUTS.
The seminar was organised as
a part of the preparatory process
for the Fourth UN Conference to
review All Aspects of the Set of
Multilaterally Agreed Equitable
Principles and Rules for the
Control of Restrictive Business
Practices, which is scheduled in
September 2000 at Geneva, said
Brusick in his opening remarks. I
January-April 2000

am very happy with the outcome
of this excellent seminar, which
threw up many interesting issues
for being followed up by the
UNCTAD in future.
In the Bangkok Declaration,
which had been adopted at the
closing session of UNCTAD X, it
was agreed that in addition to
national efforts, international
community as a whole has the
responsibility to ensure an
enabling global environment
through enhanced cooperation in
the fields of trade, investment,
competition and finance so as to
make globalisation more efficient
and equitable.
In his closing remarks, Mehta
stated, The need for competition
to be supported by effective rules
and policies aimed at maximising
efficiency in allocation of
resources while at the same time
providing equitable rules of the
game for the players at the market
and enhancing of consumer
welfare was well stressed by
several speakers.
It was also noted that all
countries need to have a
competition regime, whether
developed or developing. For this
purpose,
the
seminar
recommended a work plan to build
capacity in the interested
countries of the Asia Pacific region
in developing their national
regulatory and institutional
framework in the area of
ECONOMIQUIT y

competition law and policy.
Another outcome that came out
after exchange of experiences of
various Asia Pacific countries was
that in the formulation of national
competition law and policy in
developing countries a certain
degree of flexibility might be
needed in order for countries to
adopt the competition-industrial
policy mix appropriate for their
level of development. A need for
tailor-made legislation was also
felt to take into account each
countrys level of development,
judicial system, social system and
other specific characteristics.
Furthermore, the importance of
establishing dialogue with the civil
society was emphasised as an
effective means to educate the
public and the representatives of
the private sector in this field.
Consumer awareness of the
benefit of competition and the
extent of consumer rights was
considered very important,
especially in the lower income
group. For this end, the seminar
recommended drawing a work
plan for competition advocacy by
competition authorities and civil
society.
In sum, the main objective of
the Jaipur Declaration could be
described as to draw a link
between
competition,
competitiveness
and
development.
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In a given economy, do trade and investment
liberalisation necessarily lead to a reduction in
poverty? If the answer were an unconditional
yes, there is no need to go through this
exercise.
The study was carried out by a CUTSled consortium, which includes Indira
Gandhi Institute for Development Research,
Mumbai, India; the Centre for Policy
Dialogue, Dhaka, Bangladesh; and the
Sustainable Development Policy
Institute, Islamabad, Pakistan. The
project was awarded by the
Department for International
Development, Government of the
United Kingdom.
The theoretical insights into the link
depend on the economys ability to facilitate the
movement of resources across sectors. This shift can help
alleviate poverty by increasing employment, as well as wages, as
labour is more productively utilised. The empirical evidence is centred on the
success in eliminating poverty of countries that have pursued a strategy of
promoting labour-intensive activities, typically by promoting the exports of
commodities that use lots of labour.
Employment, Earnings and Poverty in India
This chapter explores the behaviour of several characteristics of the Indian
economy over a period, which straddles the major liberalisation initiatives of
1991-92.
With respect to poverty line and earnings comparisons, it appears that
employment in the organised sector pays enough to keep the average household
out of the poverty line, even at the lowest wage levels. Informal sector wages, in
many states, do not provide enough to the individual worker to keep the average
household above the poverty line.
It was also found that availability of unskilled labour is not a constraint for
the growth of labour-intensive sectors. The problem surfaces in the area of upward
mobility of incomes. Manufacturers have also expressed their apprehension visà-vis the growing use of non-tariff barriers in international trade.
The Bangladesh Study
The study identified five areas where a poverty sensitive growth strategy in a
liberalising economy may concentrate its efforts: a) proper phasing and
sequencing of the liberalisation process; b) investment in human capital; c) raising
of the governance capacity of the state; d) strengthening of the bargaining power
in the global trade regime; and e) adequate design of social policies and safety
nets as compensatory mechanism for safeguarding the interests of those who are
unable to take advantage of the new opportunities and those who are directly
and adversely affected by the process of liberalisation.
The Pakistan Study
The study revealed that policy changes have not had a significant positive
impact on poverty for a number of reasons: a) inconsistency in reform policies;
b) lack of debt management in budgetary efforts; c) the emergence of an
uncompetitive market structure and loss of competitiveness; d) persistence of
anti-export bias in policies; and e) import-substituting foreign investment.
Conclusions: A Policy Handbook
This chapter extracts policy implications from the combined findings of the
study. It deals with the macroeconomic and external environment in which the
process of liberalisation is taking place. A major message is that the proliferation
of non-tariff barriers may slow down the export growth of the very commodities
that developing countries would rely on to generate large volumes of employment.

FEEDBACK
We Agree with You
Thank you for a copy of the CUTS report
Liberalisation and Poverty: Is There a Virtuous
Circle? We fully appreciate the detailed and
careful analysis undertaken in the report.
We agree with you that trade and
investment liberalisation can lead to economic
growth, but this does not necessarily lead to
reduction of poverty in the short run. Reduction
of poverty is contingent on a host of economic
outcomes and sound domestic policy
application, of which trade and investment
are only two elements.
The World Bank has been promoting the
bound, duty-free access of at least developing
and HIPC, countries products into developed
countries markets to promote their more
equitable and faster integration into world
economy.
We look forward to receiving CUTS
future research outputs.
John Page,
Poverty Eradication and Economic
Management,
The World Bank,
Washington DC, USA
Very Interesting and Useful
I found the study, Liberalisation and
Poverty: Is there a virtuous circle? very
interesting and useful.
The theoretical part is very well done. The
empirical work needs more development. But,
that applies to regions everywhere. We really
need a big effort to document sound empirical
evidence on the trade-poverty linkage.
J. D. A. Cuddy,
Director,
International Trade Division, UNCTAD,
Geneva, Switzerland
Generate A Fresh Debate
I am very happy to get a copy of the study.
Since 1991 when the process of
liberalisation was initiated, India has made
rapid strides in industrial growth, global trade
and in attracting FDI flow, etc. But,
unfortunately the liberalisation process has
had very little impact on poverty.
While working at the ministry of rural
development, we had formulated a number
of projects which focussed on natural resource
management, empowerment of the poor and
creation of self-sustaining livelihood support
system.
I am sure your study would generate a
fresh debate on some of these neglected
aspects of economic growth.
S. B. Mohapatra,
Additional Secretary,
Ministry of Commerce,
New Delhi, India
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Analyses of the Interaction between
Trade and Competition Policy
The nineties decade has been remarkable in
terms of policy initiative at the multilateral or
regional level in the area of trade and
investment that could directly af fect
competition in different markets all over the
globe. Creation of World Trade Organisation
(WTO) institutionalised trade liberalisation
at the multilateral level. At the Singapore
Ministerial Conference of WTO in December
1996, the developing countries along with
the EU introduced the establishment of
Working Group on studying the interaction
between trade and competition policy. At the
insistence of developing countries, it was
clarified that negotiations on investment or
competition can only begin after an explicit
consensus evolves among the WTO members to initiate the
same.
CUTS has brought out this publication to provide readers
information about various issues being discussed at the
working Group on Competition. The readers would also gain
knowledge from the papers written by eminent experts on
competition concerns being discussed on the WTO platform
and the possible direction these discussions would take place
in near future. It also contains an analysis on the country
presentations by CUTS.
Globalisation, Competition Policy & International Trade
Negotiations
Dr. Taimoon Stewart of the University of West Indies provides
the reader a background on issues in the realm of the interface
between trade regulation and competition policy & law.
Charting the history of multilateral approaches to competition
issues in international trade, Dr. Stewart proceeds to map
issues that are likely to come up when there are any
negotiations on a multilateral competition policy that concerns
the interest of developing countries.
Competition Law & WTO
The idea of using competition law as a trade remedy in a
less integrated environment than that of EU, namely, the WTO
is explored by Mr. Dimosthenis Papakrivopoulos of Hammond
Suddards, Brussels. Section II of this chapter list out the private
anticompetitive practices that have an adverse effect on
international trade. Section III and IV examine the extent to
which the legal instruments and mechanisms that already
exist in the WTO acquis, domestic competition laws and
cooperation agreements between competition authorities can
address these practices effectively. The chapter concludes that
the effectiveness of the above instruments in addressing private

anti-competitive practices is limited. Hence there
is a need to introduce some basic competition
law into the WTO.
Should Competition join the WTO
Prof. Eleanor Fox of the New York University
School of Law elucidates the intersection of trade
law and competitive law. She examines the
arguments that favour or reject discussing
competition concerns on the WTO platform by
initiating negotiations on the same. On
analysing these arguments, the author puts
forward a modest proposal on the aspect of
competition law that might be handled within
the WTO. Moreover, the chapter also discusses
issues that need to be covered outside the WTO on an
independent World Competition Forum. The chapter
concludes that even though competition has a natural place
on the WTO agenda at the point where it intersects with trade
at large the international issues concerning competition should
be addressed at a free standing World Competition Forum,
interactive with the WTO.
Country presentations
Mr. Raghav Narsalay and Manish Aggarwal of CUTS present
a brief overview of country presentations at the working group
on the interaction between trade and competition policy at
the WTO. They take a closer look at the positions taken by
most countries on each of the items and subitems in detail for
the period April 1997 to December 1998. They also make an
effort to cull out the massage from these presentations.
Globalisation, Competition and Trade Policy
Prof. Frederic Jenny, Chairman of the WTO Working Group
on Trade and Competition Policy, explains how
complementarity exists between trade policy, domestic
deregulation and competition policy in a globalised world.
The author then analyses the magnitude and the direction of
the debate taking place at the WTO Working group and
highlights important results to help the reader understand issues
more clearly.
Competition Policy in a Global Economy
Mr. Philippe Brusick, Chief of the UNCTADs Competition Policy
Section, lists out the past and present efforts to develop a
multilateral framework for dealing with anticomptitive issues.
Suggesting that developing countries need to be prepared for
possible negotiations on competition issues at the WTO, Mr.
Brusick highlights the development dimensions that need to
be addressed during these possible negotiations.
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