_~The sovereignty trap

National sovereignty and national z;)fter s!t are two different things, especially
with regard to the labour standards\issue, argues Narendar Pani

FTER being told for years by
A;cjadenﬁc economists that the
orts to link labour standards
to trade are an attempt by the devel-
oped world to build protectionist bar-
riers against imports from develop-
ing countries, there now appears to
be a change in the script. One acad-
emic economist, Prof Arvind
Panagariya, chose to point out in these
columns (20/12/00) that labour stan-
dards are not implemented in the
United States either. If there were to
be uniform labour standards it would
not only be the developing countries
that would be affected, but also the
developed ones. This should nor-
mally have led to a recognition that
viewing the labour standards issue
entirely in terms of the North-South
divide is not just incom- :
plete, but could also be §
misleading.

This is, however, not
the condusion that Prof
Panagariya reaches. This
latest bit of evidence does §
nothing to shake his |
faith in not allowing a
link between labour stan-
dards and trade. And the |
reasons he offers for |
ignoring the evidence
from the developed !
world are not entirely !
convindng. I

First, Prof Panagariya |
argues that the American evidence
does not make a difference to what
could be debated in the WTO, because
the concept of labour standards pre-
sented by the US completely ignores
the areas where that country is weak.
That the United States presents a con-
cept of labour standards that is one-
sided cannot be disputed. But surely
the US can only be expected to pre-
sent its case in the WTO in a way that
suits it. It cannot be expected to take
care of Indian interests. That is the job
of India’s representatives in the WTO.
And these officials cannot do so
because they are insisting, arguably
on the advice of economists like Prof
Panagariya, that there should be
absolutely no discussion on labour
standards in the WTO. If India abdi-
cates its responsibility to present its
view of labour standards, it cannot
then complain that the dominant
views in the WTO do not protect its
interests.

The second argument that Prof
Panagariya offers against efforts to
link labour standards to trade is that
it will not work. Countries are not
going tolike an interational body
interfering in theirlabour laws. If the
WTO is sensitive to these objections,

P

Ty
11ts methods of intervéning will be so
soft asto be ineffective. And if it were
to use the full force of its instruments,
the reaction from all countries would
be so strong as to lead to all-out trade
wars.

This argument, based on prickly
national governments, sounds very
good in theory. But in practice things
have not been as black-and-white.
The WTO has not been in a hurry to
use its power to impose sanctions.
And yetit has been able to per-
suade countries to alter domestic laws.
The laws that have been changed
include some very sensitive ones
like those on intellectual property
rights. Countries have come to under-
stand that these changes are neces-
sary to tap the potential provided by

the global economy. It is then in their
interests to change these laws.

The process of arriving at this
understanding has, of course, not
always been easy in India. It is fash-
ionable in this country to place
national sovereignty above national
interests. The entire liberalisation
process was carried out largely inde-
pendent of international negotia-
tions, in order to protect national
sovereignty. As a result there was no
attempt to link the opening up of
Indian markets with the opening up
of markets of other countries. In fact,
in several commodities India lowered
its duties well below what it was
bound to do under WTO norms.

Thus, Indian producers did not
always get access to foreign mar-
kets on par with the access foreign-
ers had to Indian markets. The debate
on labour standards has also been
affected by the desire to put nation-
al sovereignty above national inter-
est. Itis, presumably, no one’s case
that there should be no effort to
improve labour standards within
the country. All that Prof Panagariya
and others are saying is that we should
do so on our own without the pres-
sure of a link with trade. The inter-

national aspects of the issue should
be kept within the benign confines of
the ILO.

But there is now an increasing body
of evidence to indicate that this pri-
ority for national sovereignty in labour
standards may not be in India’s
national interest. The most striking
example is the rapid growth in imports
from China. This challenge is unlike-
ly to disappear, what with the price
advantage these imports enjoy as well
as the fact that the remaining quan-
titative restrictions are to be removed
next March. And one of the factors
behind the price advantage is the fact
that Chinese manufacturers can
ignore labour standards. If India con-
tinues to refuse to link labour stan-
dards with trade even after China joins

v the WTO, itwould cer-

MANTUL. tainly be sacrificing the
interests of domestic
producers who adopt
legal labour standards.

India would be ata
disadvantage in the mar-
kets of the developed
world too. Without uni-
form labour standards
and an international
body to monitor them,
the labour standards
argument could be used
arbitrarily. Individual
developed countries can
effectively hurt the imp-
orts of spedificIndian products. Bven
if they do not directly block imports,
they could use the argument of
inadequate labour standards to con-
vince their consumers not to buy
spedfic Indian products. And this arbi-
trary targeting need not be confined
to products where the competitors
are from the developed world. Target-
ing Indian products could also be
used as a weapon to woo the Least
Developed Countries who produce
competing products. And the US and
EU have been wooing these coun-
tries in order to get the numbers the
developed world needs in the WTQO.

Making the right judgements in
this trade-off between national sov-
ereignty and national interest is not
easy. There will be times when
national economic interests have to
be sacrificed in order to protect
national sovereignty and vice ver-
sa. And these judgements are not
entirely independent of the envi-
ronment in which they are made. The
judgements made by those facing the
harsh realities of Chinese imports,
could be very different from those
made under the influence of the |
yule-tide spirit within the enviyf

Western academia.
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PO he World Trade Organization, or
the WTO, in common parlance,
has captured the imagination of
an entire generation of .acade-

mics, businessmen, 1ot to mention politi-

cians. Yet, recent developments have led
to a question. Is the WTO at all desirable?

The much-hyped Seattle ministerial meet-

inglast year has turned out to be a damp

suib and voices of dissent against the al-
seration of domestic legislation in confor-

Sty with WTO provisions are getting

lcuder.

« Thematter has especially assumed im-

portance recently because the time limit

for the developing countries to alter their

#nlicies is about to be reached soon. For

dvample, India, which has already “freed”

e items from its import restriction list

have to abolish quantitative restric-

Aons on all 7156 remaining commodities by

Anril1, 2001, )

This may not be good news for-our pro-
ducers, especially those in the sick, loss-
making units in the smallscale industry
dector, But this wiil certainly be a boon for
he traders who will now have the oppor-
tanity to import a variety of items at an ex-
#emely low price from low cost producers
1 countries like China.

. While this might invite anti-dumping
duties from the Indian government on the
Chinese producers, thought must be given
to the fact that the Chinese are indeed pro-
ducing their goods at a much lower cost
than their Indian counterparts. After all,
the domestic consumers, faced with a vari-
aty of Jow priced products are the net gain-
_ars, Moreover, elimination by competi-
fion is the best way to exit the market as
4 mires losses, uniess of course the
ndustrial and financial recon-
would liks to sustain the sick
ich have no hope of becoming fi-

sctor general of the

vier, has recently
sterial conference
will be held at the end
ear. The likely venue is Qatar.
failure of the Seattle meet, the
of the next conference should gener-
iie a degree of anticipation in indus-
iists and negotiators.

Not only have the issues of agriculture,
anti-dumping, textiles and clothing failed
tt evoke a consensus among the developed
and the developing countries, new issues
relating to labour standards and environ-
thent have added to the list of controver-
sies. The strategies of the major players re-
garding these issues are yet to emerge.
Hence much depends of how well negotia-
tions are undertaken.

! For example, although the agreement
an agriculture strives to reduce distor-
tions in the trade, the real picture is a con-
Ticting one. The United States and the Eu-
ropean Union were at loggerheads for a
iong time owing to the barrier imposed by
“he U in the form of export subsidies.

7~ hile developing countries, hand-
icapped by their fiscal con-
straints, cannot subsidize their

;ively hide a large chunk of their support
tp agriculture — around 60 per cent — by
inventing the “green box” policies. This is
aﬂiowed by the WTO under the category of
domestic support, which cause minimal
distortion to trade. The strategy of allocat-
ifg guotas to supplying countries and im-
Josing prohibitive tariffs on imports be-
sond them (known as tariff rate guota) is
also a comymon practice in the North.

. Such malpractice wili continue unless
tackled head on. The US and the EU will go

A

ndia should remember that the WTO is the only forum
ik which the South can correct anomalies by pressure at
the negotiating table, writes Subhodip Ghosh

Extreme measures won'’t help

on providing export subsidies unless
stopped. Not only should they be asked to
reduce subsidies at the aggregate level, an
attempt must also be made to ensure that
they do not concentrate their subsidies on
a few select commodities.

To its credit, New Delhi has notified its
intention to modify the tariff bindings of
some crops for which India is already self-
sufficient and thus disallow free imports.

Yet, more needs to be done. For example, -

India should argue for the abolition of the

TRQ system, which is seen as a means for -

-providing market access, India may also

negotiate for the right to impose counter-
vailing duties equivalent to the export
subsidies by exporting countries on spe-
cific commodities,

The other area of concern for the entire
developing world relates to the agreement
on textiies and clothing. The good news is
that the muiti-fibre agreement is all set to
be abolished. The MFA was a thorn in the

way of free trade in textiles because it al-
lowed for export quotas. This meant that
the West, with no comparative advantage
in manufacturing textiles, could export
textiles using their superior technology
while restricting the market for the least
developed countries’ exports in the
process.

The bad news is that the process is slow
and India is likely to get into a direct con-
frontafion with other developing nations
thatn ¢ gained from the quota system in
the past. To their credit, our negotiators
have af’gued that the integration process
should be commercially meaningful and
the anti-dumping action against quotas
should be done away with since they are
already under quota restrictions.

The point is that the 10 year phase out
of quotas is yet to be over. As very little lib-
eralization is expected to happen before
2002, there is no point in complaining
about the Uruguay round package. The

& Not only have the issues of agriculture, anti-dumping,
textiles and clothing failed to evoke a consensus among
developed and developing countries, hew issues
regarding labour standards and environment have been
added to the list of controversies?

torthen ghtvb alance”

emphasis should be on the fact that liberal-
ization should cover all major groups of
textiles like yarn fabrics, made-up textile
products and clothing and not just yarn
and fabrics as has been done in the past by
most nations.

heated arguments between the

North and the South are undoubted-
ly the linking up of trade and environment
and labour standards. There is no doubt
that developed countries will try to permit
exceptions to WT'O norms on environmen-
tal grounds. Quite rightly, India has ar-
gued for the transfer of environmentally
sound technology from the developed to
the developing countries which will en-
able the developing world to adopt
Iirgescale environment friendly projects.

Environmental issues connected the
sanitary and phytosanitary measures act
as non-tariff barriers because this agree-
ment sanctions standards better than in-
ternational norms, provided these are
based on scientific criteria — which is a
vague expression. The positive point for
the developing world is that there is a con-
sensus among all developing countries in
resisting protectionism through frivolous
means.

Similarly, the issue of labour stan-
dards is best addressed through the Inter-
national Labour Organization. One inter-
esting fact is that India has signed far
more ILO conventions than several devel-
oped countries. As far as the issue of child
labour is concerned, each nation should
tackle this through internal legislation be-
cause of the uniqueness of each country
regarding the minimum age of employ-
ment. Further, only five per cent of child
workers currently produce goods that are
exported. Trade sanctions will only move
these children into other, less pleasant em-
ployment.

The new round of negotiations gives
the developing world its chance to become -
actively involved in the process. It can
only be stressed that non-participation in
negotiations and constant bickering for
special and differential treatment has led
to the present situation where the devel-
oped nations always get their way in inter-
national trade. The fact that countries like
India can team up with certain developed
nations will give them a headstart.

For example, India can join hands with
Australia and New Zealand since these
countries will provide enough ammuni-
tion against “unjust” tariffs and “green
box” policies, which enable users to im-
pose limitless subsidies, thus bypassing
WTO norms.

Japan, whose subsidies are more than
the net contribution of agriculture to its
gross domestic product can be cited as an
example. However, Australia and New
Zealand being the beneficiaries of the TRQ
system by virtue of consistent exports of
agricultural commodities are in its favour
while India is not. Herein lies the essence
of negotiations.

T he WTO is perhaps the only forum

T he areas which generated the most

which gives the South the chance to

correct the anomalies by applying
pressure at the negotiating table. The
emerging coalition between interest
groups in the US — as that between the
labour unions and the green brigade —
shows that the system has lost its faith
in multilateral trading, which is a key to
all round growth. A team effort from
all the developing nations is required to
tackle these problems. In this light
the next ministerial meeting assumes
tremendous importance. /




UNFAIRAND(

his year’s “Global Eccnomic Prospects” repor{ by
I the World Bank has come down heavily on protec-
tionist measures adopted by developed countries
and the resultant denial in market access to developing
countries. The “quad” countries (United States, Europe-
an Union, Japan, Canada) have been singled out. There
are several strands to the criticism, articulated earlier in
individual World Bank papers, now collated together.
The first concerns tariffs on industrial or manufactured
products. Tariffs on these have indeed come down, post-
Uruguay Round, but average low tariffs in developed
countries conceal high peak tariffs on individual items.
Tariffs are generally higher on labour intensive prod-
ucts exported by developing countries than on capital in-
tensive products exported by developed countries. Spe-
cific duties, as opposed to ad valorem ones, also translate
into high tariffs. There is also the phenomenon of tariff
escalation — low tariffs on raw materials, higher ones on
intermediates and highest ones on finished products.
This discourages value addition in developing countries.

A second strand is specific to textiles and garments.
While quantitative restrictions on imports will progres-
sively be phased out by January 2005, there is a lot of
backloading, with garments not being liberalized before
2002. Even when these QRS are eased, tariffs will contin-
ue to be high on imports of textiles and garments. The
third strand concerns agricultural products (meat,
sugar, milk, dairy products, chocolates, tobacco, fruits
and vegetables). In many ways, developed countries have
circumvented the spirit, if not the law, of liberalization
proposed in the Uruguay Round. Artificially high tariffs
were set in the base period of 1986-88, so that reductions
took place on a higher base, a phenomeénon referred to as
dirty tariffication. Export subsidy reduction commit-
ments may have been adhered to at an aggregate level.
But high export subsidies on exports of agricultural
products have been maintained at an individual level.
Tariff rate quotas (with low tariffs below a threshold
level of imports and higher tariffs above the threshold)
have been extensively and non-transparently used. The
agriculture agreement permits exemptions on domestic
reduction commitments through green and blue box
policies. These have been misused. Fourth, food and san-
itation requirements (or even technical barriers and la-
belling requirements) have been used as non-tariff bar-
riers, since the Uruguay Round agreement allows stan-
dards that are higher than internatiohally recognized
ones. Fifth, antidumping and anti-subsidy investiga-
tions have been used against developing countries, often
as a disguise for protectionism.

This may not be a complete list of woes, but is indica-
tive. It is therefore not surprising that many developing
countries are lukewarm about the prospects of a Milien-
nium Round, since they feel that the promised market ac-
cess liberalization of the Uruguay Round hasn’t hap-
pened. Without condoning the behaviour of developed
countries, the question to ask is — what should develop-
ing countries do about this? Economists like Mr Jagdish
Bhagwati have argued that developing countries need to
be more aggressive in pushing for liberalization, since
developed countries are increasingly becoming protec-
tionist. If this is not done, developing countries will con-
tinue to be marginalized. But for this logic to be accepted,
developing countries have to accept the logic of free
trade, which continues to face resistance. Complaining
about the World Trade Organization system being unfair
does not get one very far. A country cannot afford to stay
out and redressal available within the system is not
being sufficiently used by developing countries.



The prevalent patént regime prevents low cost medicines from reaching the poor

N

HE AIDS epidemic has made evi-
Tdent the fact that the cost of health

care and drugs is becoming prohibi-
tive in the entire world as a result of
implementing. US-style patent regimes.
Currently, there are approximately 32.3
million cases of HIV/AIDS in develop-
ing countries. More than 2.5 million peo-
‘ple die each year from the disease.

While a cocktail of drugs has reduced
mortality by 75 per cent over a three-year
period in the US, the treatment is costly.
Annual treatment costs range between
$ 10,000 and $ 15,000. Even if the UNAIDS
initiative subsidised the price by 85 per
cent, the cost would be approximately
$ 2250 per year. And AIDS is only one
among other killer diseases like malaria
and tuberculosis in the third world.

In poor countries, drug prices are
closely connected to exclusive marketing
rights (EMRs) and product patents.
Patents preventing generic drug produc-
tion or cheap imports put drugs beyond
the reach of the common people in such
countries where GDP per capita ranges
from § 140 to $ 6,190. People with AIDS in
these countries are thus condemned to
premature death.

However, with generic drug produc-
tion, drug prices of AIDS drugs in third
world countries are, on the average, 82
per cent lower than prices in the US. The
price of treatment also comes down. For
example, Flucanazole, a drug used to
treat AIDS, is not patented in Thailand.

Pfizer was selling the drug for $ 6.20 while -

the Thai manufacturer priced the drug at
0.3,297 times cheaper than Pfizer.

Brazil is a country that has made the
most progress in producing low cost
AIDS medicines. Brazil provides AIDS
therapy for $ 192 per month. Starting in
1994, the Brazilian government urged
local companies to start making drugs
to treat AIDS. The government invoked
‘national emergency’ provisions in its
patent laws to start manufacturing low
cost anti-retrovirals such as AZT.

Brazil makes eight of the 12 drugs used
in the so-called AIDS cocktail. As a result,
prices have gone down by more than 70
per sent. The availability of cheaper
drugs has enabled the Brazilian govern-
ment to provide anti-retrovirals to more
than 80,000 citizens by the end of 1999,
which has led to a more than 50 per cent
drop in AIDS related mortality between
1996 and 1999. This has also allowed
the government to save $ 472 million in
hospitalisations.

However, instead of applauding Brazil

for its success in fighting AIDS through .

. BY VANDANA SHIVA

MEDICINE WITH FRONTIERS: Indinavir, one of the ingredients of the ‘AIDS cocktail’

generic drug production supported under
its 1997 Patent Law and making this kind
of law a model, the US has taken Brazil to
the WTO dispute panel in order to force
Brazil to undo its patent laws. If US
patent monopolies are globalised through
TRIPs as a result of being allowed to
undo Brazil’s patent laws, then millions
of AIDS victims in the third world will be
denied affordable treatment.

In 1977, the South African government
also passed a law to provide access to
affordable medicines by using the provi-
sions of compulsory licensing and paral-
lel imports. The aim was to reduce the
cost of treating HIV/AIDS by 50 to 90 per
cent. With over 4 million AIDS patients,
the government action was a public
health imperative. Yet, all pharmaceuti-
cal giants mobilised to challenge the
South African law. They later backed
down from a legal confrontation last
month signalling a victory for the South
African government.

Many countries like India have evolved

sovereign patent systems which have
excluded patents on medicine and food
in order to prevent “profiteering from
life and death”. Only process patents on
methods of production of pharmaceuti-
cals have been allowed as product patents
in sectors such as food and medicine
create monopolies, thereby increasing
prices in the vital areas of health and
nutrition.

In India, the 1970 Patent Act was
shaped by obligations as laid down in the

Constitution. After the 1970 Act was
enacted, the number of registered phar-
maceutical producers (small, medium
and large scale) increased from 5,000 to
24,000 with 250 large/medium and 8,000
small-scale units.

The production of pharmaceutical
products also grew 48-fold from Rs 250
crore in 1971 to over Rs 12,068 crore in

1997-98. In a short period of less than 10

years, exports increased from Rs 228
crore in 1987-88 to Rs 4,090 crore in 1996-
97. The multiplicity of producers has
been possible because the 1970 Act did not
allow product patents in medicine.

This competitive environment and
exclusion of product patents in medicine
has created self-reliance in medicines
and kept the prices of medicine within
reach of the common man, Prices of med-
icines in India are in fact much lower
than in other countries.

Indian medicines are far cheaper than
even those in industrialised countries and
other developing countries like Pakistan
and Indonesia. This is primarily because
many developing countries like Pakistan
have continued with the colonial 1911
Patent Act inherited from the British
which has maintained total dependence on
imports with no development in indige-
nous capacity for production.

The executive director of Pharma
Bureau, an association representing
multinationals, was quoted in SCRIP
(August 9, 1996) as saying that multina-
tionals will transfer their investments to

« /Drugged by patents

the Pacific Rim, unless the industry is
guaranteed fair and reasonable profit.
Pakistan has also been forced to imple-
ment the provision of EMRs post the
TRIPs agreement.

Earlier, the US had taken India to the
WTO dispute panel to enforce patent
monopolies in pharmaceuticals. Besides
India and Brazil, the Dominican Repub-
lic, Argentina, Vietnam and Thailend
have all been threatened by the US urder
its Special 301 laws. Challengingthe
might of the WTOQ, the US governrent
and pharmaceutical giants, CIPL{ an
Indian drug company, announced tat.it
would sell AIDS therapy for $ 350 Fear .
or less to Medicines Saps, Frirers,
which will distribute it foxfree in fica.

In 2000, Glaxo Wellcome threatexd to
sue CIPLA when it tried to sell a gleric
version of a Glaxo anti-AIDS drugimbi-
nation in Ghana. The African Rdonal
Patent Authority ruled against Glo, but
CIPLA stopped selling the generilrugs.

Even industrialised nations h¢ been
severely impacted by changes datent
laws. In 1994, after the North Agrican
Free Trade Agreement (NAF7T came
into force, pharmaceutical plarstarted
to close down in Canada.

This pattern of closure of’mestic
industry and manufacturin@pacity
and dependence on imports agesult of
implementation of US-style gt laws
has been repeated in other coT€s.

Patent rights are clearworking
against patient rights. The ¢ of AIDS
drugs also exposes the mythtt product
patent regimes help in fighs diseases.
By preventing the makins low cost
generic drugs, 24 patents drugs can
become a cause for the sprof diseases
rather than the cure of ¢Ses in the
third world. And patent ropolies pre-
vent low cost medicinesM reaching
those who need them the t — the poor.

Since patent monopol#2d to higher
prices, measures for guarding the
public interest are veryessary. Such
measures include com’or'Y licences;
licences of right; autolC 1apse; revo-

cations; use and expiation by the
State; provisions agaidilure to work
or insufficient workimd limitations
on the importation o? batented arti-
cles and on failure 2tisfy national
market demand. TheSasures are nec-
essary becaugin tpbsence private
gain is at pubi 'cos

his edited extract from
Re by Vandana Shiva,
pzr’d by Penguin India
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GULATED, UNDER-GOVERNED: SMAJDA

/ WEF CRITICISM / INDIA OVER-RE

‘Political i;@(fighting affecting reforms’

P

By Our Special Correspondent

NEW DELHI, NOV. 27. The World Economic
Forum Managing Director, Mr. Claude
Smajda, today laid the blame for the
business community’s “‘sullen mood” at the
doors of bureaucrats and politicians who
were going slow with reforms to guard their
turf. 4} - ‘2 # )?
Charging the Government with failing to
create a link between reforms, growth and
job prosperity, Mr. Smajda said speed and
flexibility in undertaking reforms were
affected due to bureaucratic inertia. The
WEF Managing Director said the passive
bureaucratic response to reforms was due to
infighting in the ruling coalition and the
constant opposition by organisations such
as the Rashtriya Swayamsevak Sangh.

“All these signals give an excuse to
bureaucrats to go slow. Since he is insecure,
this allows him to cling to his perks. Lack of
speed and flexibility boils down to the
insecurity issue,” he reasoned.

While India had all the components to
make it big on the international stage by
carrying out radical reforms, Mr. Smajda felt
politics was impeding the pace. “The Prime
Minister and the Finance Minister are
convinced proponents. But, by and large,

political reforms have been accepted by few
politicians. The economy is subservient to
politics,” he regretted during an hour-long
extempore address.

Mr. Smajda also dwelt on the need for a
strong state to push and sustain the reforms
process. This understanding was being
repeatedly aired by proponents of market
economy over the last one year and Mr.
Smajda also sought to put the issue in
perspective. “Contrary to what has been
said, reforms do not mean downgrading the
Government. In fact, it requires & much
stronger Government. India is a typical
example of an over- regulated and under-
governed country.”

‘Stop meddling in economy’

Calling upon the Government to “‘stop
meddling” in economic activity and start
taking care of social objectives, Mr. Smajda
pointed out that “‘software, biotechnology or
pharmaceuticals will not sustain India’s
growth and industry. With just 3.5 per cent
of the GDP being spent on social
development, a country has little chance of
becoming a full player in the 21st century.”

A look at the country’s economic
indicators does not indicate that the picture
is as bad as the mood suggests. Part of the

anxiety stems from uncertainty about the
future and the fear of being unable to retain
the present market share. The apprehension
in the Indian business community wag not
unusual because traumatic pressures due to
the advent of globalisation and e-economy
were ‘‘no less” than in Europe, Japan and
the U.S., but in a different context.

Here to deliver the annual address on the
state of the Indian economy and the
progress made towards opening the
economy to market forces, Mr. Smajda
referred to several positive developments
such as the opening of the insurance and
telecom sectors which should not be
underestimated. But gross capital formation
had declined, partly because of the high
cost of capital.

Speaking at a later session, the
Disinvestment Secretary, Mr. Pradeep Baijal,
was not hopeful of the Government meeting
the current year’s disinvestment target. But
since the process had started in earnest, the
Government should do better in the next
fiscal. “There is no correlation between
performance level and target. There will be
trouble if we go wrong in our anxiety to
reach the target. It is the target and not the
shortfall which is important,” he observed.
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' No permanent enerues

A PICTURE showing Ladloo Yadav, Sharad Yadav, Nitish

Kumar and Rabri Devi engrossed in a discussion might make

people rub their eyes in disbelief. It was not long ago that

Nitish Kumar tried his utmost, with a bit of help fromx the Bihar

Governor, to prevent an RID Government from assuming

power in the state and Sharad Yadav had gone/on fast in the

mistaken belief that his defeat in a parliamentdry election had

been engineered by Laloo Yadav. That sugh bitter enemies

should now meet to talk things over mdl/aates a remarkable

turnaround in their attitudes. While an earlier initiative to

bring all the Bihar leaders together was taken by Nitish Kumar
to formulate an economic package for the state’s revival, |
the latest conclave focused on how Jharkhand’s creation will |
affect the rest of Bihar,

While the RJID's latest electoral performance has shown that
its influence has reached a plateau, the BJP and Samata have
also realised that their carlier hope of replacing the RID,
Government is no longer a realistic one. Neither of the BJP-
Samata’s tactics of imposing President’s rule and making Nitish
Kumar the Chief Minister for a few days had worked. Since
both the RJD and Samata have reached a dead-end so far as
their political ambitions are concerned, their leaders might
have wondered whether a relook at their old adversarial rela-
tlons was desirable,

The need for such a realignment may have been necessitated
by the uncertainties thrown up by the Jharkhand issue. No one
knows how its formation will affect the fortunes of the various
parties in Bihar, Their leaders have also been unnerved by the
possibility of the people of Bihar holding their unprincipled
shenanigans responsible for the state’s partition. The organisa-
tional status of some of the parties, especially the JD(U), s also
somewhat brittle. Factors such as these might have played a |
part in persuading these veterans of many battles to reassess
their )trategies After all they are all old friends,

E victory over turmeric and neem, it is now
to revoke a US patent. For hundreds of years,
basmati has been the special produce of a particular region in
the sub-continent, But the Texas-based company RiceTec filed
an application for a patent on a new rice which it wanted to call
‘basmati’, Under the WTO’s Trade Related Aspects of
Intellectual Rights (TRIPS) agreement, patents are granted
only to new formulations or the discovery of new properties of
a plant or vegetable. RiceTec wanted to call its new strain of -
rice ‘basmati’ on the basis of its discovery of unique aromatic
properties and long grains. Clearly, these properties were
known for centuries in the original basmati rice produced in
India and the term ‘basmati’ is a clear ‘geographic indication’ as
it refers to a particular variety of rice produced in a special
region of the subcontinent.
Such geographic indication is covered by the TRIPS agree-
- ment in the case of Champagne, which connotes a bubbly white
wine produced in a specific region of France and no one else in
the world can call a similar wine Champagne. After India chal-
lenged RiceTec’s claim in the US Patents and Trade Marks
 office, the latter forced RiceTec to withdraw the four claims to
uniqueness which it had made in obtaining the patent for its
new variety of rice. But several of its other claims (about 16)
have not been challenged by India.
Pakistan, which is also a producer of basmati and could have
challenged the claim to the patent, has not done so. Even
| though Texmati and Jasmati were not the real basmati, few
4 could tell the difference as it was the name which mattered.
Challenges to patents in other areas like karela, jamun and
brinjal are also being talked about. Inth is time that India

took stock of its vast traditional knowledge base and initiated
' immediate action against biopiracy.
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SINHA MONITORING GROWTH RATE

World

By Our Special Correspondent

NEW DELHI, NOV. 13. The visiting
World Bank President, Mr. James
D. Wolfensohn, today indicated
that his organisation was willing
to raise the level of commitments
to India to around $ 3 billion by
the end of 2001 and to $ 4 billion
thereafter. Confirming this after a
meeting with the Finance Minis-
ter, Mr. Yashwant Sinha, he chief
said, ‘' have told the Minister that
as far as the Bank is concerned,
we are more than happy to look at
an expansion of activities and I
think each one of us is keen to
make sure that we spend the
money correctly. We are going to
work together.”

From the Indian side, two basic
points were made to Mr. Wolfen-
shon — that there was a case for
enhanced lending to India and
that it would be better for the
Bank to coordinate all assistance
with the Centre than with the
States exclusively.

Meanwhile, Mr. Sinha told
presspersons that he was tracking
the growth rate of the economy
closely. This even as his ministry
informed Mr. Wolfensohn that
the economy was estimated to
grow at six per cent plus this year.

Reiterating that there were
problems and challenges, Mr.
Sinha said the Government was
looking at both short and medi-
um-term solutions to reverse the
slowdown in the economy. Some
action had been initiated on the
suggestions received from cham-
bers of commerce and industry
associations and more steps
would follow.

The Minister said the cement

rid Bank readwa
to 'step up lending

The World Bank President, Mr. James Wolfensohn, with the Union
Finance Minister, Mr. Yashwant Sinha, in New Delhi on Monday.
—Photo: Anu Pushkarna

industry was starting to look up,
with housing activity picking up,
but a greater boost was required
to reach the 20 per cent growth
this sector recorded last year. The
Government was trying to expe-
dite the highway projects as also
construction of bridges in rural
and urban areas which should
pep up the cement industry.
Other infrastructure sectors
were also being looked into with
the Government trying for early
financial closure of some of the
private sector power projects.
The likely growth rate of the
economy came in for comment
from Mr. Wolfensohn, who said
that while there was a slight cause
for worry about the level of invest-
ment and drop in the growth rate,

the projected six per cent growth
was “still good” compared with
other economies. The World Bank
chief executive said he had seen a
lot of development during his
field visits in the last few days and
that much progress had taken
place in social areas in the past
four years. Mr. Wolfensohn was
last in India in 1996.

In the coming years, the World
Bank would continue to empha-
sise on both social and physical
infrastructure, he said. Education,
health, poverty, water and infras-
tructure sectors such as highways
and power in India would receive
special focus.

Concemn at lower aid: Page 13
Wolfensohn for IT solution: Page 15
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TACKLING THE SLOW-DOWN .\~

~"IT IS A coincidence that Mr. James Wolfensohn,

President of the World Bank, has been on an
extended visit to the country at a time when the
economy — the industrial sector in particular
— is in the midst of a slow-down and there are
incipient signs of worry on the balance of pay-
ments (BoP) front. A mistaken optimism in In-
dia in the mid-1990s about how much foreign
private capital would flow into the country foi-
lowed by the U.S.-led economic sanctions re-
sulted in a substantial drop in fresh
commitments from the World Bank group. Now
for the first time in some years the Government
seems to be looking to borrowing from this
multilateral institution as an option to bolster
foreign exchange reserves, augment domesti
resources for investment and revitalise
growth process. \

Mr. Wolfensohn has observed thit
rently projected GDP growth rate of 6 per cent
during 2000-01 is not something to be\frowned
upon. True, annual growth rates of 6 {o 7 per
cent during much of the second half' of the
1990s now make even a small deceleration in
the Indian economy appear like a major failure.
Yet, increasing indications of a falling off in in-
dustrial growth when combined with the defi-
ciency of the 2000 monsoon make it likely that
the slow-down in overall growth will be sub-
stantial and not insignificant. The BoP which
has been buffetted by the impact of high oil
prices will look healthier once the expensive
$5.2 billion collected through the India Million
Bonds show up in the foreign exchange statis-
tics. But this is only temporary relief. Reserves
of more than $35 billion may appear more than
adequate, but if oil prices continue to rule at
their current levels and foreign private capital
remains a trickle even these reserves will not
do. On the whole, the net inflows of capital have
declined sharply during the current financial
| year. The scenario in external aid, which in-

cludes loans from the World Bank group, is par-
ticularly bleak with a net outflow of as much as
$3.5 billion in April-August 2000, more than
double that during the same period last year.
However, the World Bank cannot be expected
to fill any breach in the external sector since
sanctions are formally still in place and any ma-
jor lending programme cannot be rushed
through. Besides, the Indian record is of a very
slow pace of utilisation of loans that have been
sanctioned by the World Bank group. Less than
20 per cent of sanctioned funds are disbursed

every year mainly because of poor planning and
delays in project execution. ﬁ . 9‘ Q}O‘
s

A boost to growth in the short term' has to
come from within the economy. The Union Fi-
nance Minister, Mr. Yashwant Sinha, has been
talking of accelerated privatisation and dereg-
ulation as options to revive business confi-
dence. This can be of little comfort to Indian
industry which now appears petrified by the
impending removal of the remaining controls
on imports and is blaming inexpensive imports
from China for much of its ills. In addition to
taking steps — through creation of stronger an-
ti- dumping mechanisms and a quicker imposi-
tion of safeguard measures — to remove the
fear psychosis that has gripped Indian industry,
there is one area that calls for immediate atten-
tion. This is the decline in capital formation in
the public sector, which was pointed out in the
recent mid-term appraisal of the Ninth Plan as
an important reason for a slackening of growth.
Larger public investment will go some wayto-
wards boosting demand and reviving industrial
growth. World Bank loans which are increas-
ingly focussed on the social sector cannot by
themselves make a large contribution to higher
public investment. Government capital expen-
diture has to be funded by domestic resources

which can come only from a cleaning up of
Central and State Government ﬁnances./
~
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%ndia wins |
basmati \«(Xd
patent battl

- umieo news of moia_&7-10

|
I
[
|
|
I

| ‘
| NEW DELHI, Oct. 17. — India |
l has again notched a crucial
| victory in its patent battle for |
| basmati rice, forcing a US
| company to withdraw its |
. ‘Kasmati’ trademark from the J
" UK market. § _ ¢, “?- i
| Following a ancﬁlgt'on action |
| filed by the Indian government .
. through the Agricultural and
! Processed food products Export .
' Development Authority
(Apeda), Ricetec Inc., that had
patented four strains of basmati
rice, was forced to withdraw its
claim. ‘
India maintained that ‘bas-
mati’ has traditionally been
associated with a specific
region of the Indian sub-conti-
nent, the sub-Himalyan region.
This name has been in use for
. long to describe the unique
|"-rice grown in this region.

such rice.
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/éasu seeks

/' panel onp
GATT)\
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CALCUTTA, Oct. 18. — Mr
Jyoti Basu has written to Mr
Vajpayee urging him to set up

a committee comprising agri- |
culture ministers of all major
food producing states to exam-
ine the ramifications of the
Agreement on Agriculture
under the General Agreement
on Tariffs and Trade signed by

the Centre in 1994.

The AOA is enforced by the
WTO, which was set up after
t the GATT treaty. In his letter,
\ l the chief minister wondered

how the Centre had signed the
AOA “without first arriving at
a consensus among the state
governments”, Agriculture is
a state subject and a consen-
sus should have been reached
before the Centre signed an
international agreement on
agriculture, he said.

The AOA, the letter said,
would distort the cropping pat-
tern in the country.
Indiscriminate export and
import of agricultural prod-
ucts, allowed under the AOA,
will endanger food security in
the country.Mr Basu asked Mr
Vajpayee to let him know
whether the AOA h;s[been

taken up for review At the

international level. ]
Export rdute
“re-opened

MALDA, Oct. 18. — Lorries |
carrying exports to Bangladesh
started crossing the Indo-
Bangladesh  border at
Mahadipur in English Bazar
today after a 10-day wait.
Nearly 150 lorries had been
detained at the border post

during this period.
The lorries had been held up
at Mahadipur following prob- ﬂﬁSTAm

lems arising from non-pay-

ment of import duty to the

Bangladesh Customs by

importers of that country.

Local Custom authorities were 1 9 UEI 2 m
hence denied clearance certifi-

cates from their counterparts

across the border to allow the

lorries to move into

Bangladesh.— SNS
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- By C. Rammanohar Reddy\

N e

- Time of waiting at the WTO

GENEVA, OCT. 15. Closc to a yvear af-
ter the failure of the third minis-
terial meeting of the World Trade
Organisation (WTO), the many
differences that led to the Seattle
debacle’  remain  unresolved
though some of the more contro-
versial issues are making a back-
door entry into global trading
practices through bilateral and re-
gional agreements.

While it was known all through
the past year that nothing sub-
stantial would be achieved at the
WTO until after the next U.S. Pres-
ident assumed oftice, the failure of
the so- Called "Confidence build-
ing measures’ — launched by the
WT@® after the Seattle meeting —
has- disappointed the Govern-
ments of a number of developing
countries. The WTO process was
expected, for instance, to breathe
new life into the impasse over
“implementation problems™,
which was the demand by the de-
veloping countries to address a
number of imbalances in the 1994
GATT Agreement before carrying
out any further liberalisation of
world trade.

The failure at Seattle to address
this demand was one of the fac-
tors that lead to the collapse of last

year's meeting and a resolution of

the issue this year and in 2001 was
to be a key component of the con-
fidence-building measures. While
WTO officials arc insistent that

X()mc progress has been made in
the area, developing country rep-
esentatives say that in spite of
1onths of discussions nothing of
stibstance will be announced
when a WTO body meets to dis-
cuss this issue later this wecek.
Consultations have been going
on with both the developed and
developing countries over the im-
plementation problems in the
pacts on patents, anti-dumping,
subsidies, trade- related invest-
ment measures (TRIMs}, removal
of quotas on textiles and a number
of other arcas. But one senior
trade official from the Third World
said he was “bitterly disappoint-
ed” with the progress so far. “The
developed countries have not
committed themselves to any-
thing concrete and at this point
we still do not see anvthing other
than vague and meaningless
promises to address our con-
cerns,” the official added.
Similarly, while much is being
made of initiatives to assist the
trade effort by the Least Devel-
oped Countries (LDCs), the poor-
est countries, in this area too there
is more comment and less con-
crete commitments. There is no
talk any longer of ‘zero tariff ac-
cess’ to exports froin the LDCs,
which just two years ago was be-
ing projected as a key element of
the sensitisation of the multilater-
al trading system to the .DCs.
But while it is a period of wait-

' "’!%
M i llx

ing at the WTO, the developed
countries are elsewhere contin-
uing to aggressively pursue their
trade and non-trade interests. The
demand by the U.S. and the Eu-
ropean Union that the WTO rules
link market access to the devel-
oping countries’ adherence to
core labour standards — mini-
mum wages, right to unionisation,
& ban on child labour and other
such provisions — was perhaps
the biggest reason for the Seattle
debacle. Core labour standards
may not yet be part of the WTQ,
but the U.S. and the E.U. have
both travelled in the direction of
incorporating these rules in bilat-
eral and rcgional agreements. A
recent LS. legislation links prefer-
ential tariffs to exports from Afri-
can countries to their
commitment to enforce labour
standards. A similar agreement
has been reached with a number
of Caribbean countries. And the
E.U. is in the process of negotiat-
ing trade agreements with some
non-WT0O members from East Eu-
rope which explicitly incorporate
commitments on labour stan-
dards.

Trade officials fear that this is
one way in which non-trade issues
like labour standards are being
“sneaked
into the WTO. In future negotia-
tions, these clauses in bilateral
and regional trade deals with
some poor countries will be pre-

sentcd as a fait accompli to the
entire developing world which will
then have no option but to fall in
line on this controversial issue.

Lven as some of the old prob-
lems continue to hold, there has
been progress at the WTO in some
arcas. The 1994 GATT Agreement
had committed the WTO mem-
bership to launch in 2000 new ne-
gotiations 1o further liberalise
world trade in agriculture and ser-
vices. This process, which was un-
affected by the collapse at Seattle,
has already begun. Officials say
that they are surprised by the
speed with which a number of
countries have already submitted
detailed proposals on agriculture.

According to the WTO work
programme. the proposals are to
be submitted by the end of the
vear and formal negotiations will
be launched in 2001. But everyone
is aware that irrespective of the
number and depth of the propos-
als that have been made on agri-
culture, meaningful talks will take
place only if the E.U1, Japan and
South Korea (the three countries
most hesitant to reduce agricultu-
ral subsidies) are given something
in return. That something is a
“comprehensive round” of talks
that covers old and new areas, a
round approaching the sweep of
the Uruguay Round of negotia-
tions which culminated in the
controversial 1/.)‘)4 GATT Agree-
ment.
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' NEW DELHI, Oct. 12. —

Major World Trade
Organisation (WTO) players
will have to show increased

+ flexibility on trade in agricul-

ture, anti-dumping and imple-
mentation of trade agreements

. to ensure success of the next
| ministerial meeting of member

| countries to be held in 2001,

said the deputy director of the

! WTO, Mr Paul-Henri Ravier,

here today. )
“The next ministerial round

i can be successful only if major

players like the USA and EU

| show more flexibility on these

. issues. Otherwise it is highly
' unlikely that every member
i country will find satisfaction to
. strike a deal,” Mr Ravier said,

at a seminar organised by the
Confederation of Indian

" Industry (CID).

Mr Ravier added that the

© scope of discussions at the min-

isterial level will have to be
wider to make them less con-
tentious and ensure some

trade-offs. -

He said that member coun-

I tries will have to decide

whether to link the meeting
with a new round of negotia-
tions, given that some coun-

' tries have opposed a new
- round before implementation

of the Uruguay Round agree-
ments.

The next ministerial meeting
will take place by the end of
2001, the venue for which has
not yet been fixed, Qatar is one

f the countries thit has
applied for hosting the e¥ent.

“The tendency for world\trade ,
to become regionalised is dlso a !

matter of concern. WTO has to
be vigilant about re-emergence
of trade blocs which could be at
the cost of multilateral trade
agreements,” he said.

Mr Ravier said that while
WTO considered trade blocs to
be good if they promoted mul-
tilateral trade agreements and
were transparent, hostile
trade blocs were a matter of
concern.

An increase in the number of
trade disputes had also created
an unfavourable atmosphere
for negotiations, Mr Ravier
said, adding that it would be
difficult to continue with global

trade unless WTO members
were able to work within com- ‘

monly agreed rules.

The views of the increasing
number of member countries in
the WTO and the countries
waiting to be admitted to the

WTO had also to be considered |

before reaching any multilater-
al agreement as no serious
negotiations were possible

without taking into account !
their opinions, Mr Ravier |

peinted out.

“The views of only major play- :

ers like the USA, EU, Japan
and Canada are not enough.
Dozens of developing countries
like India, Mexico and Egypt
are also important players,”
said, adding that it was n

accede to the WTO.




TRIPS under scrutiny atWTO

By C. Rammanohar Reddy )(XO \ rmitted firms to use patented drugs as in-

@ENEVA, OCT. 17. The far-reaching agreement
/on the Trade-Related Aspects of Intellectual
Property Rights (TRIPS), controversial in India
for its provisions on pharmaceutical patents
and protection of plant varieties, is being in-
tensely discussed and reviewed at the WTO as
a number of countries seek to modify its many
different clauses to suit their own interests.

The need for greater flexibility in the appli-
cption of the TRIPS agreement so that the in-
tprests of users of patents are given just as

uch importance as the producers of innova-

ion is just one of the subjects of a note circu-
ated recently by India at the WTO's TRIPS
Council, now reviewing the pact.

The Indian paper, while not asking for a re-
negotiation of the provisions which have gen-
erated so much resentment in the country,
calls for a more careful ““clarificatory interpre-
tation” so that the objectives and principles as
contained in Articles 7 and 8 of the TRIPS are
better reflected when the entire agreement is
implemented by the developing countries.
That the concerns of public health and the
need to transfer technology — both embodied
in Articles 7 and 8 — have received scant at-
tention while the WTO’s dispute settlement
body has been extremely concerned about en-
forcing the rights of the patent holders is an-
other argument made in the Indian paper to
draw attention to the imbalances in interpre-
tation of the TRIPS deal.

Not everybody agrees with the Indian posi-
tinn and as an examnle nf+ 7

puts to produce inexpensive generic medi-
cines. Yet, the fact is thait at the WTO and
outside, in rich and poor countries the con-
nection between patents and the price of
medicines has come under close scrutiny
pushing the demanders of tough and univer-
sal patents on to the defen sive. *“You cannot at
the same time have a univ ersal level of patent
protection and a univers al level of pharma-
ceutical prices throughoiit the world, one or
the other has to give,” sai'd a TRIPS expert here
who otherwise believes thie WTO deal contains
a reasonable balance of rights and obligations.
The reference here is to the need for differ-
ential prices of medicines.

But, the other concein is that even after the
developing countries implement the strict
patent provisions of TIPS, there is little likeli-
hood of the drug conglomerates of the West
conducting research into development of
products such as an a nti-malaria vaccine bad-
ly needed in the poor countries but of no in-
terest to the multinationals because they
cannot charge high prrices in the Third World.
To correct this imba’iance, some proposals —
like a tax credit for I{&D into such medicines
— have been made c¢ utside the WTO but at the
TRIPS Council itsel f the concerns that have
been expressed by the developing countries
are more about rebyalancing the provisions of
the agreement.

“A rebalancing downwards to lighten cer-
tain provision of t he TRIPS agreement is high-

THE HINDU
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qualities associated with where they w
or are largely produced.

The aim here is to prevent the
such products in rich countries. In a reversal

of roles, it is the developing countries (along

with some European countries such as Swit-
zerland and the Czech Republic) which are
asking for stricter protection of products with
Gls while the European Union and the U.S. are
opposed to any such tightening of the existing
clauses on Gls in TRIPS.

At present it is only wines and spirits
(Champagne and Scotch whisky for example)
which are protected in the existing laws of the
WTO. The U.S. has gone so far as to argue that
there is no scope for fresh negotiation to ex-
tend the coverage of Gls.

However, whether it is patents for medi-
cines or 1PRs for Gls — or for that matter pro-
tection of traditional knowledge and farmers’

“copy” of

rights on seeds — the TRIPS Council can only
discuss papers and contest arguments. Any

change in the WTO's laws can only come out
of fresh negotiations and that will only be part
of a larger round of talks for which there is no
agreement as yet among the members of the
Geneva-based organisation.

But what is apparent from the discussions
that have been going on at the WTO is that
wher the next negotiations do heein then the



WORLD BANK President James Wolfens hn has s reason
for optimism because he has promised morg aid and loans to
India despite the economic sanctions imposad by the G7 after '
the nuclear tests in Pokhran. The help from the Bank — which
will be touching $ 3 billion in the current fiscal year — is timely
and will be concerned with all aspects of the economy. The
World Bank chief is aware that the GDP growth rate of the econ-
omy has been revised downwards for next year by all
Government and independent research agencies to only six per
cent. When the rate of growth goes down even by a minuscule
amount it is the poor who are hit the hardest, as Mr Wolfensohn
well knows, Poverty reduction is slower because fewer jobs are
created and the ‘trickle down’ becomes inconspicuous and
insignificant, It is at this juncture that the assistance from the
World Bank can be used effectively in social sector development
programmes as it will help in empowering people through a
more effective delivery of education and health care.

The World Bank; which has changed tack in recent years and
now focuses on ‘poverty reduction and the empowerment of
women, has obviously been impressed with India's progress in
community participation in various social programmes, India is
the only country with & good record of satisfactory loan and aid
utilisation. Other countries in the South Asian region, on account
of multiple bottlenecks and inadequacies in the institutional
framework, have not been able to avail of the loans in a signifi-
cant manner, India’s absorptive capacity of loans is thus superior
to that of its neighbours. And more money spent on basic educa-
tion for the poor will go a long way towards spawning dreams
among the young who may seek their fortunes in the new econo-
my. Hence, universal primary education should become the cor-
nerstone of every poverty alleviation strategy in the days to come.

Mr Wolfensohn has also shown concern about the slow-down
in investment in industry which is at the root of the lacklustre
industrial performance in recent months, It is alarming that the
capital goods and intermediate goods sector have not been
growing at all, This indicates that capacity creation is not tak-
ing place, which means that future growth prospects of the
manufacturing sector, especially of exports, are rather omi-
- nous, Unless more investment through a revival of business
confidence in a better economic e?mem is undertaken by

. the Government, a hlgher growth rate may not be possibie
{ despite the reduction in poverty.

THE HINDUSTAN TIME}
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Nader for scrapping H-1B visgAMEF to provide debt '\
to stop brain drain from India

HT Correspondent
Washington, November 1

WHAT WILL be the first thing that Ralph
Nader will do vis-a-vis India in case he is
clected the next President of the USA? Says
the passionate crusader of many public caus-
es: “The first thing I will do is make sure that
the US does not brain-drain India by revok-
ing the H-1B visa.”

However, since there is no imminent dan-
ger of Mr Nader making it to the White
House, the thousands making a beeline at
the counters of the US embassy in New
Delhi and consular sections elsewhere need
not despair.

What's Mr Nader’s rationale for scrapping
the H-1B visa? The US, according to him, is
using this visa regime to bring in scientists
and computer programmers at low salaries
than what will have to be paid to their read-
ily-available American counterparts. This
visa regime must go, Mr Nader said adding
with a tinge of regret: “Unfortunately, it’s
about to be signed.”

Mr Nader, in an interface with the media
at the Foreign Press Center here, would like
to see India give up the development model
thrust by the IMF, World Bank and the
multinational corporations. “We need to
develop models that come out of the villages
and cities in India in their best sense.”

The US multinational model, he says, does

\

Green Party candidate for the US presi-
dency Ralph Nader at a Press conference
last week in Washington DC. Photo: AFP

not work in the Third World. What it does is
to entrench oligarchies, oppose land reform,
degrade the environment and build huge
white elephant projects that provide con-
tracts for American companies.

Mr Nader otherwise was “very, very opti-
mistic” about a lot of things going on in
India. He is enthused, for instance, by the
decentralised use of solar digesters, the
growth of village businesses and the enor-
mous educational level of tens of millions of
young people.

<= HINDUSTAN TIME>
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relief to poor coumtries
WA

WITH US funding assured, the International
Monetary Fund (IMF) expects to meet its goal of
providing 20 of the world’s poorest countrids with
debt relief by December 31, a senior IMF qfticial
said.

But IMF spokesman THomas Dawson said yester-
day that a major effort would be required to be sure

Washington, November 1

“that third world countries that qualify have concrete

plans to us¢-the money they save on interest pay-
ments to construct schools, vaccinate children, pre-
vent the spread 0. HIV/AIDS and build farm-to-mar-
ket roads.

“It would be reasonable to expect that starting in
November you would see a steady stream of (coun-
tries) coming up™ before the.-IMF’s 24-member board’

_of executive directors, Dawsén said. “We stil] are rea-

sonably optimistic we will reach the 20 figure that has
been cited.” -

“Recent copigressional action and US ability to fully
particiffate ‘removes-the concern as to whether we
would have an effective, i.e. financed, programme
going forward,” Dawson said.

Congressional leaders agreed today on a plan to
write off loans to the world’s poorest countries. The
agreement included the full $435 million sought by US
President Bill Clinton as well as allowing the IMF to
release $800 million from the sale of its gold reserves
for additional debt forgiveness. i

To date, 11 countries have Been accepted in the !
“highly indebted poor coutitry’*nitiative jointly run by

_ the IMF and its sistér institution, the world ban d
will save a‘total of $19 bullion. - /4P)
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7 oY FUND-BANK SUMMITRY
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THE ANNUAL MEETINGS of the International
Monetary Fund and the World Bank have rarely
turned out to be momentous events in the past.
But this year’s summit of the world’s Finance Min-
isters and Central Bankers at Prague had more
exasperating moments than ever in the past owing
largely to the apprehensions of a massive wave of
protests of the type which made a mockery of the
Ministerial Meeting of the World Trade Organisa-
tion (WTO) at Seattle last November. Whether the
Fund-Bank annual meet ended a day earlier than
scheduled on Thursday because of the surcharged
atmosphere in Prague or owing to the agenda
(largely a series of perorations by the Finance
Ministers of the member-countries) being run
through faster than anticipated earlier, is a mere
academic issue. What is of larger practical rele-
vance is whether the leadership of the Fund-Bank
has shown a heightened awareness of the mis-
alignment between expectations and perform-
ance, particularly with reference to the widening
global inequality. That both Mr. Horst Kohler, Ma-
naging Director of the IMF, and Mr. James Wol-
fensohn, President of the World Bank, have
reiterated their commitment to steer the two in-
stitutions towards more rapid growth and faster
reduction of poverty in the world does not neces-
sarily mean that the Prague summit has imparted
anew sense of urgency to the mission of the Fund-
Bank duo.

Besides the threat of a high-decibel protest
stemming from a congeries of NGOs with dispara-
te causes, the Prague summit was overwhelmed
by a combination of adversities on the global eco-
nomic front. The threat of a new oil shock with
crude oil prices climbing sky-high at $ 37 per bar-
rel, the continued hammering that Euro, the com-
mon currency of 11 members of the European
Union, has suffered despite robust showing of the
economies in question and the unfinished agenda
elating to debt-foreivenesc of the most-indebted

countries in sub-saharan Africa ahd elsewhere
were all expected to dominate the Fi\nd-Bank an-
nual meeting this year. How precisely the Prague
summit wrestled with these issues will perhaps
remain an archival secret for posterity.

The Finance Minister, Mr. Yashwant Sinha,
may perhaps derive some legitimate comfort from
the fact that his suggestions, regarding special en-

. hancement of funding for oil-importing develop-

ing countries tormented by the very high cost of
crude oil and the need for the IMF particularly to
eschew the customary zeal for prescribing the
same set of conditionalities pertaining to structur-
al adjustment lending for all borrowing countries
regardless of the stages of development, have
been positively responded to. His other plea re-
garding international action for stabilisation of
commodity prices — crucial for ensuring the de-
velopment for poorer countries — would call for a
lot of pragmatic collective thinking at a time when
the worship of market forces has reached a new
crescendo while the dynamics of speculation
seem to be defying the regulatory capabilities of
the best-equipped Governments.

A disappointing aspect of the Prague summit
has been the virtual silence about the redesigning
of the international financial architecture towards
greater democratic participative decision-making
processes both at the Bank and in the Fund. That
apart the U.S. Congress-appointed Meltzer Com-
mission’s perspective, about the IMF withdrawing
from structural lending and the World Bank em-
powering regional development banks such as the
Asian Development Bank and itself focussing on
grants to the poarest countries, for all its radical
implications, seems to have been wholly smoth-
ered at Prague. Whether effusive verbal commit-
ment to poverty reduction can be a viable
substitute for re-engineering the two institutions
in a rapidly changing global economic configura-
tion will remain the hrooding gquestion.




India forees US firm to

The Times of India News Service
NEW DELHI: In a stout defence
of its overseas Basmati rice mar-
kets, India has succeeded in forcing
RiceTec Inc. to withdraw four
claims of uniqueness it had made
in obtaining a US patent for its
Basmati rice.

The Texas-based company’s
patent for ‘Basmati rice lines and
grains’ seriously threatened Indian
exports since claims — Nos. 15, 16
and 17 — in the patent dealt with
specifications regarding starch con-
tent and length of the rice grain so
unique to the aromatic rice pro-
duced in the Himalayan foothills.

“With this victory, the danger to
Basmati rice exports has been
averted,” said a senior officer of
the Agricultural and Processed
Food Products Export Develop-
ment Authority (APEDA), which
on behalf of the Indian govern-
ment had challenged the RiceTec
claims in the US patent office.

APEDA has filed a re-examina-
tion application for a review of the
patent granted to RiceTec. It has
challenged as many as 20 claims.

RiceTec continues to market rice
in the US and Europe under trade
names such as Texmati and Jas-
mati. But its Basmati patent poses
the most serious threat to export of
this variety of rice from India.

India annually exports over
600,000 tonnes of Basmati rice, val-
ued at Rs 1,700 crore, to several
countries. These exports have been
stagnating in recent years.

back off on Basmatl““gsg\
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“The action initiated by AP
demonstrates the resolves to p
tect India’s Basmati rice exporys
against any attempt at misapprd-
priation,” said general manager
Pravin Gupta. “It signals to the
world that India’s prized geograph-
ical indications and intellectual
property rights are not up for
grabs,” he said.

The claims now withdrawn by
RiceTec could have adversely
affected India’s commercial inter-
ests and there was a potential dan-
ger that the patent claims would be
used to interfere in the export of
Indian Basmati rice. RiceTec had
claimed that the rice grains pro-
duced by it had unique characteris-
tics. APEDA’s request for re-exam-
ination to the US patent office
included evidence that Basmati
rice produced in India since long
before the date of the patent had
the characteristics which were
being claimed as “unique” by
RiceTec.

Official sources here said the
withdrawal of certain claims by
RiceTec comes as a relief, but India
must make all-out efforts to pro-
tect its products of specific geo-
graphical indications such as Bas-
mati rice through the legal frame-
work now available under the
Geographical Indications Act.
Registration and documentation of
products under the newly enacted
law would make them less vulnera,
ble to be misappropriated by
eign commercial interests.

THE TIMES OF INDIA



ecial Correspondent \ﬁ

tihg a Food Secunty Box, much as the De-

lopment Box for developing countries
ih the forthcoming round of Agreement
n Agriculture under the World Trade Or-
anisation (WTQ). This was conveyed at a
onference of the State Agriculture Minis-
ters, most of whom underscored the need
} for continuance of subsidies and suppaort
services to farmers in view of the special
characteristics of Indian agriculture.

India’s stand will be that subsidy to the
poor for food security and to resource
poor farmers should be exempt under cal-
culation of the Aggregate Measure of Sup-
port (AMS) to the farm sector for
withdrawal of subsidies. Also, research
and extension, development of infrastruc-
ture, cold storages, etc,. should be kept
out of the AMS. For this, India will strive to
seek support of developing countries.

This and several other measures were
discussed at the conference here today at
a meeting convened by the Union Agricul-
ture Ministry. On Wednesday, the Union
Agriculture Minister, Mr. Nitish Kumar,
i sought the views of representatives of
| farmers and NGOs and political leaders.

However, at the same time, the Centre
announced the setting up of a Task Force
on Agriculture chaired by Mr. Sharad
Joshi, of Shetkari Sangathan, a very vocal
votary of the WTO.

Asked about the role of the Task Force,
Mr. Nitish Kumar told mediapersons that
it would look into how Indian farming
could be prepared to face the challenges

of the WTO.
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Nndia to press for subsidy
Upport to poor farmers at WTO

\ Later, Mr. Nitish Kumar sa1d most of the

States insisted on the importance of en-
suring food and income security to farm-
ers in the context of increasing
liberalisation in international trade.

Mr. Nitish Kumar said the AMS in India
was well below the maximum level of 10
per cent of the value of farm output and
therefore, India was under no obligation
to reduce the domestic support extended
to the agriculture sector. As for the com-
mitment on export subsidy under the
Agreement, there was no obligation as In-
dia was not providing export subsidies on
farm items as other developed countries,
mostly of the European Union.

Under market access commitment, the
imports could be controlled only through
tariffs and not through quantitative re-
strictions (QRs). India has removed QRs in
a phased manner since April 1996. All the
remaining QRs would be removed by
March 31, 2001. India has considerable
flexibility for imposing higher levels of tar-
iff within the bound level on import of
farm produce to deal with possible impact
of removal of QRs.

The Minister said at today’s conference
that States suggested that the National
Agricultural Insurance Scheme (NAIS)
should cover all perennial crops, share the
financial liability between Centre and
States, limit the sum insured and imple-
ment the scheme at the Gram Panchayat
level. Mr. Nitish Kumar said India would
be ready well within time with its paper on
the Agreement on Agriculture for the WTO
and if need be, it could be discussed in
Parliament. '
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India
Bangalore, July 5 °§: Y YAV

INDIA, WHICH has been opposing patents ont
neem, turmeric and basmati rice, has now taken
the patent war literally to space.

The Department of Space (DoS) here has
fought and successfully won a patent case
against an American company. The company
had filed for an Indian patent on the concept of
using equatorial and polar orbiting satellites as
relays for a satellite-based communication sys-
tem.

"Had the patent been granted, India

tq!c_eg patep

could never use thi od of saYeﬁ“t?/com-
munication in futurg”without payidg huge
royalties,” N Sampath, Executive Director of
Antrix Corporation, DoS' commercial depart-
ment, said. '

The patent was simply for the "concept" of
using satellites orbiting in different planes for
communication which is nothing new, according
to Sampath, who said "Antrix opposed this with
substantial documentary evidence to counter
the novelty claims by the US company".

While the US company has subsequently with-
drawn its patent application, the problem is not

THE HINDUSTAN Tix*
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space

over for Antrix, which is fighting two more
patent in the area of space applications,
Sampath said. *t
One patent that Antrix is opposing is again gn
a different system of satellite communicatidon
filed by the same US company, and the other
one is for a system of communicating data from
a satellite to several remote units filed by
Donald L. Schilling, another US company.
Sampath said his agency is opposing the novel-
ty claims of these two patents and expressgd
confidence that the patents would be with-
drawn. (PTI)
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By Our Speciyl Correspondent

NEW DELHI, JUNEY6. The Managing
Director of the International
Monetary Fund (IMF), Mr Horst
Kohler, admitted during his dis-
cussions with Indian authorities
here today that the process of
globalisation had so far benefited
only developed countries. There-
fore, his focus during the next six
months would be on evolving a
mechanism which ensured that
the developing countries also
benefited. % . () £ %
Mr Kohler held separat€ discus-
sions with the Finance Minister,
Mr Yashwant Sinha, the Deputy
Chairman of the Planning Com-
mission, Mr K. C. Pant, and the
External Affairs Minister, Mr Jas-
want Singh. He wanted to know
how the IMF could help India
since the country was in no need
of any assistance from the Fund.

The response from the Indian
side was that the IMF could show
case the country as a model of the
Fund programme since it had
successfully managed the balance
of payments crisis of 1991 and
had also weathered the currency
crises which had hit a number of
Southeast Asian countries and
some in Latin America in the sec-
ond half of the decade. Thus the
IMF could play a “certification”
role for India, after making inde-
pendent assessment of the per-
formance of the economy, so that
Indian corporates accessed funds
from the global commercial mar-

says IMF chief

The Finance Minister, Mr. Yashwant Sinha, with the Managing
Director of the IMF, Mr. Horst Koehler, during a meeting at
North Block in New Delhi on Tuesday. — Photo: Anu Pushkarna

kets. Mr Kohler was informed that
Indian industry was undergoing
largescale restructuring and was
in need of commercial financing
from abroad.

The IMF could play a role in
changing the perception of India
in the international arena.

Mr Kohler said the Indian econ-
omy had thrown off its shackles
after the 1991 crisis and assumed
the high-growth path.

Now, the second generation re-
forms could provide a similar
boost to the economy. The IMF
chief also pointed out that one of

s on right path,

the probtéms of globalisation and
liberalisation was that any coun-
try which did not keep pace with
the globalisation process could
fall further behind. Consequently,
there was need to speed up the
reforms process, he said and also
wanted a greater role for the pri-
vate sector in economic develop-
ment.

Mr Kohler was given an over-
view of the Indian economy by
the Finance Minister and the
Deputy Chairman of the Planning
Commission during their sepa-
rate meetings. It was brought to
the notice of the IMF chief that
the second round of economic re-
forms would basically be under-
taken at the level of States but a
political consensus was already in
place which would facilitate the
launch. Later, talking to pressper-
sons, Mr Kohler appreciated the
pace of economic development in
India and said the IMF specially
lauded the financial and social
stability maintained in the coun-
try even in the midst of the in-
ternational financial crises. He
said the country was moving in
the “right direction’’. He sought
India’s support, as an important
member country, in helping
evolve a vision of developing the
IMF as a centre-piece of the in-
ternational financial system.

India’s Executive Director to
the IMF, Dr Vijay Kelkar, accom-
panied Mr Kohler during his
meetings.




AMF wants budget deficit reined in faster

WA

HT Correspondent
New Delhi, June 6

THE International Monetary
Fund today advised the Vajpayee
Government to put the fiscal situa-
tion in order and rein in the budget
deficit faster in order to consoli-
date the growth sustained over the
last ten years.

IMF Managing Director Horst
Kohler, during separate meetings
with senior Cabinet Ministers
Jaswant Singh, Yashwant Sinha,
Planning Commission Deputy
Chairman, K.C. Pant and former
Finance Minister Manmohan

\§mgh stressed that the current 1s-

cal situation is "not sustainable"
(and therefore) tackling it ought to
be the government's top priority.
He pointed out public debt too is
"very high and the situation is diffi-
cult”.

Mr Kohler, on his first v1s1t here
since taking over the IMF, said his
prescription for a sustained 8 to 0
per ceit GDP growth would be
reduction in government expendi-
ture and tackling the fiscal deficit.

As per IMF's own projections,
the Indian economy is expected to
grow by 6.5 per cent during current
year (against a seven per cent pro-

jecfion by the government).
hile endorsing the Centre's

decision to continue public spend-
ing on infrastructure development,
Mr Kohler listed fiscal consolida-
tion, competition and more foreign
direct investment as the three focal
areas for achieving higher growth
rates and poverty alleviation.

Briefing newsmen later in the
day, Mr Kohler said: "I am totally
convinced that this government is
committed to reforms. Much has
been achieved. But it is still not
enough".

At the meeting with Yashwant
Sinha, Mr Kohler underlined the

need to reduce budgetary deficit
not only at Centre but also in the
States. He  endorsed the
Memoranda of Understanding
(MoUs) route taken by Centre to
frame guidelines for undertaking
reforms in various states.

The IMF chief maintained that
the "process of political consensus
on economic reforms will have to
continue, otherwise India would
have to embark on a more difficult
path". Asked to rate India on the
economic front, he said: "I should
not rate India. I can only say that it
has immense potential and it is the
country of the future”.




%’India urges//té-IS to fight protectionism

CAIRO, JUNE 15. India téﬁ ’@aw
tioned against the pitfalls ¢f glob-
alisation and asked thd G-15
group of developing countries to
forge a common stand to fight the
“dangerous trend of protection-
ism through backdoor” in multi-
lateral trade.

“If developing countries do not
realise this danger to their own
interests and repeat the mistakes
of past, it will tantamount to com-
mitting collective ‘harakiri’,” the
Indian Commerce and Industry
Minister, , Mr. Murasoli Maran
told the meeting of G-15 Trade

Ministers here. The Trade Minis-
ters meeting is being held in prep-
aration for the tenth summit of
G-15 which will study how to
meet the economic challenges
facing member-countries and the
negative effects of globalisation.

The summit beginning here on
Monday assumes significance as
it is being held a month before the
G-8 Industrial Group Meet in Ja-
pan.

Asserting that the World Trade
Organisation should be reformed,
Mr. Maran said, “it is time for a
major rethink. The WTQ's remit

needs to be restricted to trade and

trade alone.” “We believe that
the most important item in the
WTO agenda is the restoration of
its credibility. This can happen
only if the imbalances, inequities
and anomalies of the past are ad-
dressed frontally,” he said.

“Last time, faced with depres-
sion, fascism and the second
world war, we had a rethink of
how we manage global affairs,”
he said warning “this time, we
should see the writing on the wall
before it is too late.”

Referring to the “dangerous

THE. HINDU
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trend” evolving in the appellate
body of the WTO to give clever
interpretations of the provisions,
Mr. Maran said this undermined
the intent of the membership by
upholding unilateral trade mea-
sures in the name of environ-
ment.

“The time has come for the
members to put an end to this
dangerous trend of protectionism
through the back door,” he said,
adding all this did not bode well
for the multilateral trading sys-
tem.

— P11



G-15: India warns against
fast-paced globalisation

il

INDIA TODAY warned that forc-
ing the pace of globalisation with-
out adequate social safety nets par-
ticularly for poor could have dele-
terious effect on the developing
economies. _

Highlighting the negative fallouts
of the market driven economic
development, Vice-President
Krishan Kant told G-15 summit
that rapid globalisation has aggra-
vated inequalities and marginalisa-
tion of developing countries.

"It has exposed a basic disjunc-
tion between social goals and an
unfettered market, particularly
short-term capital mats," the Vice-
President said.

Articulating the views as a repre-
sentative of Asia, Kant said the
"Asian crisis illustrated the impact
of premature and unprepared inte-
gration into the world economy on
poverty, employment and basic
social services'".

Cairo, June 19

industries, relieve debt

cheap imports undermining the
domestic industries of developing
‘countries.

Citing the recent currency crisis
in East Asia and Latin America, he
said there was an urgent need to
strengthen the international finan-
cial and monetary system and
review the issue of capital account
convertibility and choice of
exchange rate regimes.

Asserting that globalisation
would remain hollow without
poverty alleviation, Kant said safe-
ty nets for the poor must be
devised to insulate them from "dis-
turbances in the international
finances and also remain unaffect-
ed by stabilisation and adjustment
programmes that economies may
have to undertake."

Pointing out that globalisation
process and institutions like WTO

were dominated by a few econom-
ically powerful countries, the Vice-
President said multilateral trade
regimes have demonstrated the
need for flexibility in enforcing
multilateral disciplines.

Economic reforms should give
local communities and national
governments the capacity to meet
the needs of the people as much as
the needs of the market, he said.

Though technological progress
had resulted in high-paid jobs for
the high-skilled, it has not had a
trickle-down effect, the Vice-
President said.

"Our poor, uneducated and semi-
skilled need employment and
incomes now and cannot wait for
the trickle-down effect," he added.

Expressing concern over non-
implementation of Uruguay
Round promises, Kant said these
issues needed to be resolved
upfront and contracts fulfilled by
industrialised nations.

(PTH
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Agreement to boost coopgrat

1 Y

NEW DELHI, May 5. — While agreeing to keep
out social issues such as labour standards
from the ambit of the World Trade Organisation,
India and Japan today differed on their approach
a to multilateral investment agreement under
the WTO.

Meeting the visiting Japanese Minister for
International Trade and Industry, Mr Takashi
Fukaya, the Union Commerce and Industry
Minister, Mr Murasoli Maran, said investment
depended primarily on adequate return and
security and protection of the invgstment.

Mr Maran was of the view, that a multilateral
investment agreement was| ngt necessary and
bilateral investment
protection and pro-
motion agreements
were sufficient to give th¥ required protection to
investors and ensure investment flows, an offi-
cial release said.

The Japanese minister, however, favoured rules
on investment and competition policy, saying
these could contribute to world economic growth.

But the sides had similar views on the existing
rules of review and negotiations under the WTO,
saying the rules, specially those relating to anti-
dumping, should be improved to make them
meaningful, particularly for developing nations.

India's stand, that WTO members should not
take recourse to social issues such as labour stan-
dards for protectionist purposes, was agreed to
by Japan.

On agriculture, Japan emphasised on "multi-
functionality”. The Indian side stressed on suffi-

STATESMAN NEWS SERVICE QI/% (@

Imlia, Japan
on mvesime

N9

'WTO NEGOTIATIONS

iffer
nt pad

cient ﬂex1$ﬁ‘11t and autonomy — under the WTO
agreement on agriculture — for large agrarian
economies such as India. This was essential for
these nations to look after their concerns of food
security and rural employment.

Confidence building measures should precede
any attempt to resume the WTO ministerial con-
ference, they said while reiterating their commit-
ment to a rule-based multilateral trading sys-
tem, the release added. '
INFORMATION TECHNOLOGY: The two
countries have also affirmed to strengthen trade,
investment and industrial relations and ensure
greater cooperation in the field of information

technology.
At a meeting with the Union Information
Technology Minister,
Mr Pramod Mah-
ajan, the visiting

Japanese minister welcomed India's second gen-
eration economic reforms and shared the com-
mon understanding that economic reform is
essential to economic development.

The two ministers agreed that cooperation
in the field of IT could contribute sigrificantly
to the strengthening of bilateral economic
relations.

India and Japan agreed to initiate a dialogue
on IT, focussing particularly on e-commerce,
e-governance and promotion and facilitation
of business-to-business cooperation in the
sector.

It was also agreed to formulate a ‘Japan-India
IT Business Exchange Programme towards the
21st Century’ to promote and support infotech
businesses.
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~India warns against uou-ai
bamers at ADB meeting

ASSOCIATED PRESS g

CHAING MAI, May 7. — India
today warned that the "scourge
of poverty" would overtake
mankind unless multilateral
agencies such as the Asian
Development Bank reduced
cost of its fund for poverty alle-
viation programmes and devel-
oped nations stopped erecting
new non-tariff barriers to
trade.

Addressing the annual ADB
meeting, Union Finance
Minister, Mr Yashwant Sinha,
said if multilateral financial
institutions (MFIs) were seri-
ous about their crusade against
poverty, they would have to
play their role as cost effective
financial intermediaries by
bringing down their compara-
tively costly loans or enlarge
their concessional window.

The ADB prescription of cost-
ly loans for programmes of
direct poverty intervention
neutralised the intended bene-
fit, he said, adding "the para-
dox of this approach is exempli-
fied in the case of India being
denied access to the Concessi-
enal Asian Development
Fund."

He said: "We in India have
committed ourselves to banish
the scourge of poverty from our
land within a decade." Mr
Sinha sought assistance from
MFTIs in financing this national
effort by increasing the flow of
official development assistance,
particularly soft loans and
improving the global trading
environment.

He made a frontal attack on
developed nations for erecting
new non-tariff barriers which
had an adverse effect on the
poor in developing countries,
adding "India faces almost 13
per cent anti-dumping duties
despite having a one per cent
share of world imports."

"Opening trade and resisting
protectionism are the best
means for meeting the chal-
lenges of poverty,” Mr Sinha
told the ADB annual meeting,
adding that even though the
world trading system was more
open than ever before and tra-
ditional regulatory barriers
were falling, new non-tariff
barriers were being increasing-
ly erected.

Currency cooperation: A
landmark currency cooperation
agreement between 13 East

Asian nations to fight future
economic crises was welcomed
cautiously today by the US,

Washington shot down more
ambitious proposals by Japan
in 1997 to create an Asian Mo-
netary Fund to bail out region-
al economies collapsing under
the financial meltdowns that
hit one nation after another.

The Americans at the time
felt an Asian fund weuld rival
the Washington-based Interna-
tional Monetary Fund's ability
to deal with economic crises.
But the IMF's admitted mis-
handling of the Asian crises,
which made the recession deep-
er than it needed to be, kept
the dream of an Asian-led plan
alive in many Asian countries.

At the annual meeting of the
ADB a top US official reacted
positively to yesterday's deal
between the East Asian
nations to a swap plan to pro-
tect each other's currencies in
times of crisis.

Mr Edwin M Truman,
Treasury Department's Assis-
tant Secretary for Internat-
ional Affairs, told a news con-
ference that Washington sup-
ported the idea in general but
was awaiting the details.
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S firm loses
-

neem patent
YA \ i
FHESS TRUST OF INDIA Qf =
=

BERLIN, May 11. — In a
major victory for Indian neem.
growers, the European Patent
Office has withdrawn their
joint patent given to the US
Department of Agriculture and
chemical giant WR Grace for a
process to extract oil

neem tree. \

e
A four-member panel the|

Munich-based EPO upheld
objections by three parties
opposing the patent granted in
1995 as amounting to “bio pira-

The panel in its ruling yester-
day also endorsed arguments
of critics of the patent that the
process for extracting the oil
from the neem tree was actual-
ly in use in India long before

the 1994 patent application.
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BJP Libera

HE BJP’s economic advi-
‘ sor Jagdish Shettigar has

acknowledged that many
of the government’s measures
have been harmful for the
country. But, he contends,
since the Congress government
had acceded to WTO, the pre-
sent BJP government had no
alternative. Surely then the
government should undertake
only such programmes which
are required by WTO and
explore ways of checkmating
other harmful provisions. The
fact, however, is that the gov-
ernment is doing much more

By BHARAT JHUNJHUNWALA

on these grounds. We could
have explored the possibility of
reimposing some of the QRs on
BOP-related items on these
other considerations. It was not
necessary for the government
to remove all QRs at one go.
The correct strategy would
have been to impose many, if
not all, QRs afresh under the
above clauses and fight it out.
Why not use the clause of pub-
lic morals to protect some of
our industries? Even if the case
was weak, we had nothing to

isation Excee s WTO Needs

capabilities of developing many
sensitive technologies relating
to armaments, space, nuclear
science, etc. which need to be
protected from the angle of
India’s security. This will not
be easily possible now.
Shettigar says that “there is a
provision that once import
duties have been reduced they
cannot be increased”. This is
not correct. Under WTO a
country voluntarily gives com-
mitments called “bindings”
under which it promises not to
increase the duty above a cer-
tain level. These bindings are
offered by different

than what is re-
quired by WTO. The
BJP is implement-
ing many disastrous
policies behind the
smokescreen  of
WTO.

In an article in
Swadeshi Patrika,
the journal of the
Swadeshi Jagaran
Manch, Shettigar
has said that “liber-
alisation in respect
of patents, insur-
ance and quantita-
tive restrictions was
not a part of the
BJP agenda but the
government had to
go through with

*\*\% ‘%

»\ ///7)&/

countries and nego-

.........

tiated. If they are
adopted after negoti-
ation and sealed by
way of agreement
then the govern-
ment cannot incre-
ase them above the
bound level. There is
no prohibition under
- | WTO to increase ap-
plied level of duties
up to the level of
binding.

In a large number
of commodities the
bindings given by
India are 40 per
cent and above. For
about one-third of
commodities India

them because of
WTO compulsions”. If that be
the case, the least that could be
expected was that the BJP
would do the minimal damage
with which it could get away.
But the facts are different.

It is entirely erroneous to
claim that insurance has been
opened under WTO require-

ments. %/ g ('}

SERVICES SECTOR

The agreement on services in
1994 only provided that negoti-
ations would take place subse-
quently. Those negotiations
were held in 1995 and 1997
and are still continuing. In the
1997 negotiations India did
offer to allow entry to foreign
insurance companies on a reci-
procal basis. But this was only
an offer which is still to be
negotiated. It becomes a part of
WTO commitments only when
the negotiating cogninies ac-
cept eachidther's offersiand
seal an agreament.. The BJP

governmentissfree te change or- -

even withdraw its offer because
no agreement has been yet con-
cluded.

It is also not necessary for
every WTO member to make
an offer. Many countries have
made no offers to open their
services sector. Therefore, as of
date, there is no WT'O compul-
sion for the government to pass
the Insurance Regulatory
Authority Act providing for 25
per cent direct, and much more
indirect, foreign holding in
insurance companies. This has
been done voluntarily by the
government, but behind the
WTO smokescreen.

The situation regarding the
removal of quantitative restric-
tions is somewhat different. It
is correct that India lost its
case before the dispute settle-
ment body of WI'O which ruled
that the QRs on the grounds of
balance of payments had to be
removed. WT'O had held that
India’s balance of payments
were strong enough. But QRs
could still be maintained under
WTO on various other grounds
such as injury to domestic pro-
ducers; public morals; health of
human, animal and plant life;
and domestic agricultural prod-

ucts/WTO has not held that all
s;}r( QRs are illegal. Indeed,

India is maintaining some QRs

/The author i is former Professor
of Economics, Indian Institute
of Management Bangalore.

lose by resisting. By not resist-
ing, the government has shown
that it is keen to withdraw
QRs.

According to patents expert
BK Keayla, the Patents
Amendment Act, 1999 passed
by Parliament provides that
the product patents applica-
tions for pharmaceuticals and
agro-chemicals received from 1
January 1995 will not be exam-
ined before 31 December 2004.

But, the alternative available
was for the applications to be
examined forthwith from 1
January 2000 onwards as pro-
vided under the Trips agree-
ment. Those which were found
to be suitable could be granted
product patents effective from
1 January 2005. But those
which were not valid could be
rejected forthwith. By doing so
these “rejected” applicants
would have been deprived of

- exclusive marketing rights

from the date of filing.

PATENT FIASCO

By voluntarily postponing the
examination of the applications
till the end of 2004, the govern-
ment has provided exclusive
marketing rights to frivolous
applicants. The examination of
these applications will take a
few more years which means
that they will be enjoying
exclusive marketing rights till
the examination has deter-
mined their fate. We have lost
this chance after passing the
Patents Amendment Act, 1999.
Now we can undo the damage
by providing in the Patents
(second amendment) Bill to
undertake the examination
forthwith.

The Patents Amendment Act,
1999 has deleted Section 39 of
the old Act which required that

any Indian filing a patents.

application abroad will inform
the Indian government. There
was no need to delete this
clause under WTO agreements.
It is reported that some senior
officers of the CSIR have filed
patent, applications for certain
qualities of neem abroad. It is
not clear whether government
permission has been obtained.
Now, if the government chal-
lenges the neem patent it will
face the embarrassing situa-
tion of having to fight against
its own officials. Had Section
39 not been deleted then such a
circumstance would not have
arisen. India has developed

has not yet given any bindings
at all. This includes many con-
sumer goods. Where then was
the need to declare a maximum
import duty of 35 per cent in
the last budget? Clearly the
government is voluntarily
reducing import duties by hid-
ing behind non-existent WTO
commitments.

SMOKESCREEN

Similarly Shettigar says that
the imposition of 4 per cent
special additional duty in the
previous budget has been chal-
lenged in WTO. Arun Goyal of
the Academy of Business
Studies, however, says that
although some countries had
threatened to complain against
India they have not done so.
The reason is that this 4 per
cent special additional duty
draws its justification from
the 4 per cent central sales

e pbax;:imposed on domestic prod-

ucts.

r This is permissible under
WTO. The same argument
holds for state sales taxes. The
government could impose SAD
to the extent of state sales
taxes as well. If this was chal-
lenged then it could be fought
in WTO. The current strategy
demonstrates a willingness to
concede defeat before the game
is played.

Shettigar should also know
that there is no WTO agree-
ment about inviting foreign
investment. There was much
opposition within industrial
countries to the proposed mul-
tilateral agreement on invest-
ment which would have es-
tablished such a rule. The
agreement has since been
dropped. Thus the government
is opening itself to foreign
investment entirely on its own
accord.

The unmistakable conclusion
is that the BJP government is
undertaking much more liber-
alisation than is necessary
under WTO. It cannot hide
behind the smokescreen of
WTO and sell the interests of
the country.

Perhaps the government’s
thinking is that by undertak-
ing more than WTO-compatible
amendments we shall be able
to exploit other countries in the
same way as they have been
exploiting us. But our approach
should be neither to allow our-
selves to be exploited no
exploit others.
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W GATT REGIME

L

India I\/Iust Exploit It To Prosper\ 1

UITE expectedly, the

World Trade Organi-

sation second ministerial
conférence at Seattle failed to
reach a consensus in respect of
Gatt stipulations to promote
free international trade. The
conference not only witnessed
wide differences in opinions
between developed and devel-
oping nations, but also a very
significant rift in the developed
world.

The four-day meet may be
read as the US’s failure to
impose non-tariff barriers on
developing nations in the form
of labour and environmental
standards to reduce their
export potential, and even to
convince Japan and European
Union nations to
repeal their grow-
ing farm subsidy
so that their ac-
crued advantage
in the foodgrains
trade is neu-
tralised. When In-
dia was successful-
ly - voicing the
protests of devel- p~
oping  nations [
against the US’s |-
attempt to snatch
their comparative
advantage in
. cheap labour,
| Japan and the EU
nations had been
contending against
its policy of dump-
ing in respect of
agricultural trade. The US was
cornered in the meet amidst
massive anti-WTO demonstra-
tions outside demanding fair
trade instead of free trade.

HUGE SUFFERER

Since its inception in 1948,
Gatt was never seriously used
to mitigate discriminatory
trade restrictions through tar-
iffs, the focus was on bilateral
trade regimes, and non-trade
issues like military compulsion,
as a fall-out of the Cold War, to
determine a country’s trade.
India had been a huge sufferer
from such compulsion at the
hands of the erstwhile USSR
which maintained trade at a
unilaterally determined rouble
value to jeopardise its bala’nce‘
of payments.

But as the eighties began
with a worldwide depression,
the worst ever since the thir-
ties, the developed world under
US leadership renewed efforts
to capture the Third World
market through Gatt. Hence
the Uruguay round of negotia-
tions was Initiated in 1986 and,
-after a series of meetings else-
where, Gatt resolutions were
given a final shape, in Marra-
kesh in 1994, to be implement-
ed under WTO, paving way for
multilateral trade. Although
108 member countries (now
135) were signatories, each
issue in the resolutions caused
global controversy. The most
debatable issues included open-
ing up the service sector, trade
related investment measures,
agricultural trade policy, trade

(

By BISWADEB CHATTERJEE
related intellectual property
rights and the effect of multi-
national corporation invest-
ment on the environment in
-developing countries.

New Gatt directives, which
came into effect on 1 January
1995, were aimed at liberalis-
ing world trade to increase its
volume to the maximum extent
possible. But whatever im-

. provement in world trade was

expected, more than 80 per

The author is Reader, Depart-
ment of Economics, Hooghly
Mohsin College.

cent would be appropriated by
the rich nations to help them
tide over the on-going depres-
sion. Besides, although global
production was expected to rise

" by Rs 12,000 crores a year, the
- major share of it would be

under the control of the MNCs
operating in Third World coun-
tries.

There are serious indirect
effects of the new Gatt scheme.

-z Opening up the service sector,
along with Trims and Trips, is

bound to encroach on a nation’s
sovereignty. Use of obsolete

technologies by MNCs in poor

of international laws. More-
over, labour standards in a
country must be an Inter-
national Labour Organisation

matter, and can not be export-
linked and determined by the

US in the name of WTO.

Of the potential $ 745 billion
increase in world trade by
2005, the maximum .contribu-
tor, itemwise, would be textiles 7
followed by agricultural,
forestry and fishery products;
and processed food and bever-
ages. So India, being an ex-

porter of these products, stands

to gain hugely in the future.
Although the multi-fibre agree-
ment could block India’s ad-
vantage in cotton textile ex-
ports, negotiations are on to
“phase out this scheme by 2005,

five years prior to the original

dateline. It would raise India’s
share in world exports from the
present 0.5 per cent to one per
cent.

FLIP SIDE
But there is a flip side.

Initially, India had seven-year

. process patents under the 1970

Patents Act. The new Act pro-
vides for a mix of process and
product patents. Finally, it will
have to accept product patents
for 20 years under Trips. This
would deprive India of its nat-
ural advantage in producing
and supplying medicines at the
cheapest world price. The coun-
try’s present annual export of
medicines worth Rs 2,600
crores is likely to be seriously
affected as the new patent law,
which covers almost 70 per
cent of India’s medicines,
would bid up their prices to the
detriment of common people’s
interest.

By 2005, India needs to
acquire patents for seeds, nat-
ural genes and plants. Of the
total annual requirement of six
lakh tonnes of seeds by its
farmers, only 38 per cent is
provided by national and state’
seed corporations. The rest is
collected privately which the
new patent law would prohibit. .
It is obvious that the use of for-
eign- -patented seeds would

raise prices of agricultural
products. Besides, thé §ountry

has just openéd up 26 ppr cent
of its insurance sectorto the
foreign companies. This' could
reduce insurance investment in
the country’s infrastructural
build-up. Social obligations are
also likely to be ignored in the
face of intense competition in
this sector and as profits of for-
eign companies are almost cer-
tain to flow out. The banking
sector of the country has been
open to private and foreign
companies for quite a long
time.

Trims have so far drawn for-
eign direc investment to the
tune of Rs 10,000 crores which
is expect:d to help India
achieve an appreciable growth
rate although with
a bleak employ-
ment prospect.
But what is more
worrying is the
fact that foreign
investment could
increase environ-
mental hazards. A
large number of
people were vic-
tims of the Bhopal
gas tragedy in
1984 due to the
callousness of an
American firm. A
potentially more
dangerous devel-
opment 1s the
expansion of the
granite industry
—— !with foreign in-

vestment in Andhra Pradesh

and Tamil Nadu. The giant
nylon industry in Goa could
also endanger health.

HUMAN FACE

In the Rio summit of 1992.
the G-77 nations’ effort to link
environment to foreign invest-
ment was aborted by the devel-
oped north block led by the US,
UK and Japan. Furthermore,
following Gatt resolutions,
India will have to confine its
public distribution system to
those who are defined by the
WTO as poor in terms of its
own nutritional standards.

It is true that bilateral trade
did not help India much — its
balance of payments deficit
reached Rs 10,635 ¢rores in

©1990-91. It is similarly true
that its negligible share in
world trade has marginalised
its bargaining strength. So
India must improve its relative
position in world trade by effec-
tively using the new Gatt
scheme. Although India, with a
per capita income of less than
$1,000, does not fall under

iy~ o~ -
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direct Gatt regulation for liber-
alisation of trade, it has been
desperately trying to reduce its
trade deficit through economic
reform since 1992-93. This
yielded temporary result as
Indian exports grew by 20.3
per cent in 1995-96, as against
3.3 per cent in 1992-93. Its
exports in dollar terms consti-
tuted eight per cent of the GDI
and, as a result, its trade
deficit declined to Rs 7,000
crores in 1995-96.

But as these trends are now
being reversed, India needs to
be cautious about trade liberal-
isation. A balanced approach in
co-ordination with others. may
halp India retain the status of
most favoured nation in trade
on the one hand, and fultil s
social commitments, particu-
larly to the under-privileged.
on the other. Even though
India is an important player in
the global economy, 1t also has
the largest number of poor peo-
ple. Liberalisation in India,
thus has to have a human
face.
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“"India, China sign pact on WTO

BEIING, FEB. 22. India and China
today signed an agreement here
pledging New Delhi’s support for
Beijing’s entry into the World
Trade Organisation (WTO) and
for boosting bilateral trade, offi-
cial sources said. |{) | 22

Before the signing of the agree-
ment, the Commerce and Indus-
try Minister, Mr. Murasoli Maran,
who led the Indian delegation,
said that both the countries had
concluded negotiations on majo
issues. "“Our negotiations with
China went on smoothly and
were devoid of any bickering,”
Mr. Maran said in an obvious ref-
erence to the long-drawn out ne-
gotiations and politicising of the
WTO agreement between Beijing
and Washington. China must re-
ach agreements with all WTO
members before it can join the
Geneva-based multilateral body
that sets rules for global trade.

The agreement was signed be-
tween Mr. Maran and China’s
Foreign Trade Minister, Mr. Shi
Guangsheng.

Mr. Shi said that China appre-
ciated India’s support on Beijing’s
entry into the WTO, adding that
the agreement would provide fur-
ther impetus to Sino-Indian trade
ties. The two countries would be
able to substantially increase bi-
lateral trade from the present lev-
el of $2 billions a year.

Official sources said that China
would look into the prospect of
reviving the ailing Indian Iron and
Steel Company {IISCO) at Burn-
pur. “Theglinese side has agreed

The Chinese Minister of Foreign Trade and Economic
Cooperation, Mr. Shi Guangsheng, right, and the Minister
of Commerce and Industry, Mr. Murasoli Maran, after
signing a bilateral agreement in Beijing on Tuesday.

to depute a technical team to in-
spect IISCO,” an Indian official
said. New Delhi and Beijing also
signed an MoU for setting up a
joint working group (JWG) for in-
creased cooperation in the metal-
lurgical sector, official sources
said.

The Chinese side also agreed to
depute a technical team by June
this year to see India’s iron ore
and magnesium ore mines for in-
creasing imports of these items.

India had put forward a list of

P
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about 180 export commodities,
mainly agricultural products, on
which it wanted to see lower tar-
iffs, a commercial Counsellor at
the Indian embassy said.

Under the deal, China would
reduce average tariffs on Indian
export commodities to 9-10 per
cent from the current 20 per cent
in the next three years, he said.
The products included rice, fruits,
vegetables, marine products and
pharmaceuticals. — PTI, UNI,

Reuters
/
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Inputs from India
critical: WTO chief

By Sushma Ramachandran

NEW DELHI, JAN. 12. India’s “ex-
tremely strong views”’ opposing
linkage of trade to the social
clause will be conveyed to the de-
veloped countries such as the U.S.
and the European Union, accord-
in the Director General of the

World  Trade  Organisation
Mr Mike Moore. \ \
He said the inputs flom India

would be critical in view, of its im-
portance in the organisation. The
Indian Ambassa-
dor was present
at all the meet-
ings prior to and
during the Seat-
tle meeting, he
pointed out. Be-
sides, he said,
there was a core
group of minis-
ters that will be critical to success
and the Indian Commerce Minis-
ter was one of them.

In his first visit to a member-
country after the Seattle confer-
ence, he held a series of talks with
the Commerce Minister, Mr.Mu-
rasoli Maran, on India’s stance on
the proposed new round of trade
negotiations as well as a host of
other critical issues such as non-
trade barriers and anti-dumping
measures. He also met the Union
Finance Minister, Mr. Yashwant
Sinha, in a three-day visit, marked
by demonstrations held by both
trade unions and the Swadeshi Ja-
gran Manch.

In an interview, Mr Moore said
the bureaucratic machinery was
now moving prior to discussing

the mandated agriculn}(g and
services negotiations this year.
Both the agriculture and services
grounds were to begin in parallel.
“You can expect to see discus-
sions about structure of negotia-
tions in the next month or two,”
he said. Y -

As for the new round of trade
negotiations, he could not say
when this would begin. ‘“For me,
it should have been yesterday, it
should have been at Seattle. It de-
pends on the member-govern-
ments.”’

Mr Moore said he would be
conveying India’s message to the
U.S. and the European Commu-
nity which he planned to visit
soon. There had been no change
in the position of the developed
countries who needed a cooling-
off period after Seattle. ‘‘And real-
ly I cannot negotiate through the
media. But I can tell you honestly
there is no lessening of the Indian
position as expressed in Seattle
on the social clause. It is deeply
felt,” he said.

PTI reports:

In a volte face, World Trade
Organisation(WTO) today said
the multilateral body never set up
a working group on the conten-
tious issue of linking trade to la-
bour standards in Seattle.

The WTO director general, Mr.

Mike Moore told PTI in an inter- |

view that the ‘“‘working group on '

labour” was nothing more than a
sub-group of another working
group set up on issues like invest-
ment and competition policy
raised at the first WTO ministerial

conference in Singaye’.
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MNSENSUS SOUGHT ON TRADE ISSUES

' India for

another

“\' Ministerial meet

DAVOS, JAN. 30. India today proposed convening an-
other ministerial meeting to “consider” a new trade
round and called for hammering out a “‘consensus”
at the official level on ways to further liberalise world
markets. ’

The Union Finance Minister/Mr. Yashwant Sinha,
during an informal gathering of ministers and chief
executives at the ongoing meeting of the World Eco-
nomic Forum, said “much more work” should be
done by the Ambassadors of the World Trade Orga-
nisation in Geneva to help evolve a consensus.

Mr. Sinha’s comments marked India’s first reac-
tion after the U.S. President, Mr. Bill Clinton, in his
address said Washington was opposed to putting off
a new trade round and that the interests of the de-
veloping countries should not be ignored.

Mr. Sinha said a flexible approach should be
adopted while taking measures to launch a new
trade round. Consensus eluded several issues in-
cluding environment and labour standards and agri-
cultural subsidies during the WTO ministerial
meeting in Seattle last month causing a collapse of
the planned launch of the new round of trade talks.

Sinha allays fears

Earlier in an informal meeting with top business
executives, Mr. Sinha allayed their fears over hurdles
in setting up of power plants, asserting that a “vigor-
ous push” was being given to the power sector re-
forms in the country.

There appear to be “distortions” abroad on the
steps being taken to remove bottlenecks in getting

abroad that foreign companies needed “‘hundreds
of clearances” as in the case of the Enron power
plant in Maharashtra.

He told the executives that State Governments
were in the process of unbridling the state electricity
boards and streamlining the functioning of regu-
latory bodies.

India must convey a strong message to the in-
ternational community that the days of red tape and
extensive state-ownership were over and that eco-
nomic liberalisation was being pursued with active
vigour, the business executives said.

India had “tremendous advantages” and could
“outstrip” China in getting foreign investments if it
could “get its act together”, Mr. Sinha was told.

Mr. Sinha'’s interaction with the businessmen at a
private meeting of the “business interaction group
of India” and at the working dinner was his first
major engagement since his arrival here. {ast after-
noon. He could not participate in the main plenary
session of the WEF theme “redefining the roles of
business and government for the 21st century” as he
had reached Davos a few minutes before the session
began.

He informed the meetingregarding the uncer-
tainty in the telecom sector following some confu-
sion on the regulatory front, “‘everything has been
sorted out. There need not be any doubts.”

The Finance Minister also sought to clear the im-

pression that development in Information Technol- !

ogy was confined only to Andhra Pradesh and
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