‘Panel on WTO to strengthen In

G ~o,‘é°r

Srinjoy Chowdhury. in, New Delhx

Dec 26. — The newly-formed Cabinet cominittee on World
Trade Organisation matters meets tOMOITOW evening to
formulate a strong negotiating position on allowing India
policy-flexibility within the organisation’s tariff-reduction
guidelines.

The Cabinet committee, headed by the Prime Minister,
Mr Atal Behari Vajpavee, including about & dozen other
senjor Cabinet ministers, will meet to create @ smaller
Group of Ministers to discuss issues relating to non-
agricultural products and report to it

Non-agricultural product is a broader
subject than industrial produce and
includes significantly for India, fish and
jute, minerals. ores and rubber. The
tormulations being workcd out show
India fighting on behalf 0! Jdeveloping
countries.

The committee incluaes the deputy
prime minister. Mr LK Advani, us well as the ministers in
charge of forcign affairs. {inance, railways, textiles,
commerce, agriculiare, food and consumer  affairs,
information technology and law.

Mr Murasoli Maran. minister without portfolio, is also
part of the Cabinet commitice. It is probably the largest
Cabinet committee. the other such bodies having only
about half a dozen members.

The committee has to decide that the tanft rates are

The Cabinet commiittee is
headed by the Prime Minister,
Mr Atal Behari Vajpayee;
including about a dozen other
senior Cabinet ministers

reduced not rom apphicd ¥ bolind rates. The
developing countries b%:)uld e flexibility to bind
them at rates generally above the boufid rates prevailing tor:
bound items in a country’s tariff schedule. .

The formula for the reduction of tariff #s also being
worked out as folfows:

[t should be « sunple percentage on the bound tariffs of
each membeu The government wants a higher percentage
o be set for developing countries and a lower one to
devcloping countries.

The developing countries should have the flexibility to
decide on the dctual bindings on some tariff issues as a
special differential measure while still
maintaining the percentage reduction
on average tariff.

No tariff is to be in excess of three
times the respective member’s average
tariff. As for the implementation period,
the precedent set in the Uruguay Round
may be followed, the government feels.

Also, developing countries should be
permitted to implement tariff commitments undertaken
over a longer period than that by developing countries. The
actual deviation, government officials said, would depend
on the extent on commitments undertaken. Credit for the
autonomous liberalisation of tariffs by members since the
Uruguay Round should also be given.

The Centre also plans to seek removal of non-tariff
barriers in foreign markets and the marking of

environmental goods only for environmental puy
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THE LOUD THINKING of the Union Disinvest-
ment Minister, Arun Shourie, on the need to reth-
ink India’s position at the World Trade
Organisation is going to create ripples in the do-
mestic and international arenas. The negotiating
strategies that India is following at the WTO do
need a re-assessment, even if Mr. Shourie, now
holding additional charge of the Commerce and
Industry Ministries, is not clear about what the
Government should aim for.

Until the 1980s, the Indian position at the Gen-
eral Agreement on Tariffs and Trade was effective
in its objective of shielding the economy from im-
ports. But this approach had exhausted its useful-
ness by the early 1990s, when at the end of the
Uruguay Round negotiations India found itself
holding the wrong end of the global trade bargain.
The reason for this was not a “sell-out” (as all too
easily alleged), but that with the collapse of social-
ism the alignment of countries at GATT had
changed and the advanced market economies had
begun investing far more than before in the pow-
ers of the GATT/WTO. But India has continued
with much the same “defensive” strategy, though
at best this approach has only slowed the access
that global exporters have to the Indian market
without correspondingly expanding the opportu-
nities of Indian exporters. This was most obvious
in the formulation of the agenda for the Doha
round of trade talks, which contrary to the claims
of the Government was far from what India had
been negotiating for. What then could be a better
approach for India to take at the WTO? Disengage-
ment from the WTO is not an option. If anything,
it will leave India worse off since it will strip the
economy of even the element of protection pro-
vided by multilateralism. But it is also a fact that
while on paper each member-country of the WTO
has the same power as the other, it is the market
interests of the major economies which ultimately
decide the final outcome. The course of action
then can only be to work towards reforming the
WTO as much as is possible while obtaining the

TH= HINDL

INDIA AT THE WTO

\)/
best for the country in the (uneq\l ) “gwe -and-
take” process that underlies negotiatiogs.

The best results would require four broad sets of
actions. One, India needs to give as much impor-
tance to what it wants from the WTO as to what it
wants to prevent. Given that India is gradually in-
tegrating itself with the world economy, it is no
longer in the country’s interests to focus solelyon a
defensive approach. A “pro-active” approach as it
is called will require the construction of coalitions
of countries at the WTO, which will differ from
issue to issue and will cut across developing and
developed countries. Two, the negotiators’ hands
are tied by the Government which since the
mid-1990s has been influenced, in turn, by the
positions of all political parties and the interests
they represent. If the latter are mistaken in their
opposition — as sometimes, but not always, they
are — then it is because the Government has been
less than effective in building a negotiating con-
sensus. Third, the Government all too often holds
on to a rigid position at the WTO long after a par-
ticular approach has ceased to provide benefits. A
case in point is the Indian position on the imple-
mentation issues of past WTO agreements. India
formulated and for years very successfully led an
alliance of countries in articulating these concerns.
But there is little point in continuing to expend
energy on these issues (however just the cause)
when the usefulness of what was always a bargain-
ing strategy has disappeared. Four, while it is per-
fectly appropriate to control access to the
domestic market (the U.S. and the E.U. do so in
many areas) it does not serve India’s cause if the
Government engages in autonomous liberalisa-
tion. An example is India’s defensive position at
the WTO on import duties while at home it has
already spoken of a medium-term plan to sub-
stantially lower tariffs. A re-orientation of India’s
strategy at the WTO will not be easy. But it has to
be done if the country is not to emerge from the
Doha Round in much the same manner as it did
from the Uruguay Round. /
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Sino-Indian FDI code
HDWOI}I US, EU

W\U

THE UNITED States, European
Union and Japan have opposed a
proposal of India and China at
WTO seeking imposition of a
legally binding code of conduct for
foreign investors.

The move by India and China
has the support of four other key
members including Pakistan, Zim-
babwe, Cuba and Kenya who are
co-signitories to the proposal.

However, the developed coun-
tries led by the US blasted the pro-
posal with the contention “it
would turn private companies into
tools of industrial policy and put a
chill on investments in countries
imposing such obligations”.

EU and Japanese trade repre-
sentatives, according to sources,
were surprised that China was sig-
natory to the proposal at a time
when it was the largest beneficiary
of foreign direct investment.

The stand of the three major in-
ternational stakeholders was
made clear at a meeting of WTO

KA Badarinath
New Delhi, December 11

\

working group o tlade and in-
vestment earlier this month.

Meanwhile, Malaysia joined the
India-China axis on proposal for
legally binding norms on corpo-
rate responsibility and accounta-
bility, sources divulged.

The proposal envisages a code of
conduct in the wake of fraudulent
practices and scandals of Enron
and WorldCom. At the same time,
it recognised and welcomed for-
eign direct investment that pro-
vides “supplementary financial re-
sources, technologies, managerial
skills and employment opportuni-
ties”.

The proposal seeks to curb ad-
verse impact of corporate corrupt
practices on the fragile, nascent fi-
nancial and capital markets in
host countries.

At the same time, the proposal
puts on record the positive impact
of foreign investment, which has
sharply gone up to US $ 1271 billion
by 2000 as against US §$ 200 billion
in 1990.

The proposed code for corpo-
rates, hitherto, voluntary in na-

HE HINDUST AN iz

ture, is ade legally binding
under WTO. At the WTO working
group on trade and investment, all
the six countries have asked for
clamp down on restrictive busi-
ness practices (RBPs), manipula-
tion of transfer prices, protection
of environment, transparency in
corporate dealings, disclosure re-
quirements and global accounting
practices. In this context, the
Bhopal gas tragedy has been cited
where the legal wrangling contin-
ues on Union Carbide’s insuffi-
cient compensation to the victims.

Commenting on the proposal,
Director General of RIS, a re-
search and information system
centre under External Affairs
Ministry Dr Nagesh Kumar said
“there is a need for balance be-
tween host and home-member in-
terests relating to foreign invest-
ments.”

The proposal is expected to be-
come part of the negotiations for
trade and investment pact sought
to be thrashed out at the Cancun
ministerial summit of WTO in
September 2003.
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proposed a bold plan, in the context

of ongoing negotiations in the World
Trade Organisation, to eliminate all tariffs on
manufactured products by the year 2015.
US trade representatives formally began dis-
cussing this proposal with our trading part-
ners, including India, in the WTO this week.
In making this proposal, the American goal
is to stimulate economic growth, raise in-
comes and lower taxes, generate jobs, re-
duce poverty and cut costs for consumers
and businesses around the world. This effort
fits in very well with the similarly ambitious
US propositions for market access liberalisa-
tion in the agriculture and services sectors.
In fact, the Bush administration’s goal for all
trade in goods is the same: the complete
elimination of tariffs.

Removing tariffs would result in nearly
$6 trillion of duty free global trade. The
World Bank estimates that removing all bar-
riers to goods trade would expand the inter-
national economy by $830 billion by 2015,
resultingina 2.5% annual increase in world
per capita income. That is about $136 dollars
more earnings each year for every personin
the world. The US proposal will also signifi-
cantly contribute to worldwide economic
development. Increasingly, WTO members
are coming to accept that the path to higher
standards of living and eradicating poverty
lies not in continuing protectionist trade
policies, but rather in multilateral trade lib-
eralisation. The evidence shows that those
countries that are willing to actively seek a
better future through freer trade are the
ones that prosper while those that cling to
insular and outdated economic policies con-
tinue to fall behind.

Developing countries, on the whole,
maintain high tariff levels, and eliminating
these will provide considerable benefits for
" the world’s poor. For example, nearly half of
all developing country trade is with other
developing countries. The result is that

O NNOVEMBER 26, the United States

GUEST COLUMN

ROBERT R BLACKWILL

AL

about 70% of the duties paid by these na-
tions are paid to each other. Furthermore, as
the WTO recently reported, high tariffs
hamper a country’s ability to grow through
exports. High tariffs are, therefore, most
harmful to developing economies.

The World Bank estimates that together
India and other developing economies
could realise income gains of more than
$500 billion from duty free trade. Three-
fourths of that gain would come from elim-
inating tariffs on trade between developing
countries themselves. Also according to the
World Bank, complete liberalisation of trade
in goods and services — coupled with other
steps to enhance growth — could lift 300
million people out of poverty by 2015. That
is certainly a goal worth pursuing.

Itisimportant to note that the US plan of-
fers developing countries what they have al-
ways wanted: duty free access to markets in
North America, Europe, and Japan, in addi-
tion to the other markets for their products.

The Econ

cmic Time

> Towards a tariff-free world

‘We are not asking India and other coun-
tries to throw open their doors immediately.
Neither are ing them to act without
help fropads. Our proposal first provides for

members to achieve an overall bal-
ce in tariff rates before moving toward
tariff elimination. Along the way, the US
and other developed nations are committed
to providing technical assistance so develop-
ing economies can fully participate in, and
benefit from, the new negotiations under
the Doha Development Agenda. Trade lib-
eralisation will ultimately benefit all, and
the US is willing to help all WTO members
gain as tariff barriers are eliminated.

The US views this proposal as a critical
part of a larger “competitive liberalisation”
strategy, fitting in with the current US bilat-
eral and regional free trade negotiations.
About half of global goods trade is already
duty-free under more than 200 regional or
bilateral free trade agreements. We would
like to see progress take place primarily in
the WTO, where trade liberalisation can
benefit all members, With this proposal the
US issimply asking the WTO toset the world
standard for genuinely global duty free
trade. Those countries unwilling to work
with other WTO members toward liberali-
sation run an increasing risk of being eco-
nomically sidelined. The US and other na-
tlons cannot sacrifice their own economic
future if the WTO proves too slow. Working
with interested countries, however, Ameri-
ca will seek progress where it can be made.

The proposals offered to the WTO con-
tribute to fulfilling the Bush administration’s
commitment to the American people to
grow the US economy while meeting its re-
sponsibility as a global leader to reduce
poverty and stimulate economic opportuni-
ties around the world. As part of this effort,
we encourage India and our other WTO
partners to work with the US to create a
more prosperous future for all.

(The author is US ambassador to India) |,
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~Govt. distancing
itself from, WEF

“Bonference

By Sushma Ramachandran

NEW DELHI, NOV. 24. The
Davos-based World
Economic Forum’s annual
India Economic Summit
seems to be running out of
steam as the political
leadership is conspicuous by
its absence in the three-day
event. Considered a
prestigious venue for
addressing potential foreign
investors and reassuring
them of the progress in
economic reforms and the
bright prospects for the
Indian economy, the
summit has been
abandoned by most of the
Cabinet Ministers handling
key economic portfolios.
This is apart from the fact
that the Prime Minister, Atal
Behari Vajpayee, declined to
deliver the inaugural
address and the Finance
Minister, Jaswant Singh, is
maintaining a discreet
distance from the event.
The WEF has made its
annual Davos conferences
notable for attracting the
creme de la creme of global
corporate leaders as well as
heads of government and
key economic Ministers of
developed and developing
countries who meet and
confabulate in an informal
retreat setting. The Prime
Ministers have attended
Davos meets in the past
while the Finance Ministers
have been regular visitors as
part of the drive to attract
foreign direct investment.
The WEF has, over the
years, extended its
conferences to various
regions, with the Indian
Economic Summit, in
collaboration with the

Con? (igrtitlon of ng 2 /\

Industry (CIi), having
become an annual affair for
the last 18 years. In the
past, however, these events
stood out by the presence of
nearly all the Cabinet
Ministers handling
economic portfolios, while
the inaugural address was
usually the preserve of the
Prime Minister or the
Finance Minister of the day.
This time, the former
Finance Minister, P.
Chidambaram, alone is
addressing a session on the
prospects of achieving eight
per cent growth. And the
sole Cabinet Minister with a
crucial economic portfolio
addressing the conference is
the Communications
Minister, Pramod Mahajan.
Yashwant Sinha, External
Affairs Minister and former
Finance Minister, will be
voicing his views on the
geo-political scenario while
the other Cabinet Minister
to participate is the Tourism
and Culture Minister,
Jagmohan.

The question being asked
by those participating in the
conference is whether the
Government’s absence
signifies its disinterest in
economic reforms. Does the
controversy over
disinvestment mean that the
political leadership is not
keen on expressing its views
on these issues at a forum
where foreign investors are
present? Is the deliberate
withdrawal from the event
an indicator that reforms
are no longer high on the
Government’s agenda,
though Mr. Jaswant Singh
reiterated their importance
at last week’s G-20 meeting?
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THE DOHA ROUND of trade liberalising nego-
tiations of the World Trade Organisation has
been given a new lease of life by last week’s in-
formal ministerial meeting in Sydney of Com-
merce and Trade Ministers from 25 countries. A
decision to waive patents on drugs which would
make it possible for the developing countries to
obtain essential medicines at low cost now
seems likely to be taken before the WTO dead-
line of end-2002. The issue of compuisory licens-
ing of patented drugs is not, strictly speaking,
part of the Doha agenda, but it has come to be
seen as a test case for the new found “devel-
opment” face of the WTO. A failure to reach an
agreement on a selective waiver of the WIO
rules on drug patents would have sent the wrong
signals to the developing country membership
of the WTO. This, for the moment, has been
avoided, but there is still a long way to go before
the so-called “Development Round” of trade
talks begins to bear fruit for the developing
countries.

The members of the WTU had decided a year
ago to interpret the agreement on trade-related
intellectual property rights (TRIPS) in a manner
in which public health concerns were given as
much importance as patent protection. But for
that decision to have operational meaning, it
was necessary to frame rules that would not be
questioned by the Governments of the advanced
countries, which are home to the global giants of
the pharmaceutical industry. In the year since
the Doha Declaration on TRIPS was issued, trade
officials have struggled to draw up such rules.
Should the waiver of patents apply to medicines
for treatment of only HIV/AIDS, malaria and tu-
berculosis? Will they apply to drugs to treat any
disease? Can only the world’s least developed
countries benefit from the Doha Declaration,
can the developing and middle-income coun-
tries too waive patent rights? What legal instru-
ments will protect countries using the new
flexibility from dispute settlement proceedings
at the WTO? The informal meeting in Sydney has
inched ahead in answering these questions. The
final outcome will be known over the next

=i FINDU

INCHING FORWARD AT WTO

W\%
month. However, the movement forward seems
to favour the developmg countries although it
could come ata considerable administrative cost
that may make implementation burdensome.
Still the fact that the global pharmaceutical in-
dustry has not been able to fully recover the
ground it lost at Doha suggests that the tide re-
mains turned against the producers of intellec-
tual property.

The focus at the ministerial meet was on essen-
tial medicines, but the meeting had a larger pur-
pose. The Doha Round of talks on a huge agenda
that rivals the controversial Uruguay Round
agenda of the 1980s is scheduled to be completed
two years from now. But a year of negotiations
have not taken the Round anywhere in any area.
In the important issue of agriculture, recent deci-
sions by the European Union and the U.S. to
either increase or maintain agricultural subsidies
at their present astronomical levels have jeopar-
dised the larger agenda. The WTO membership
has also not been able to fulfil its commitment to
reach an agreement on an across-the-board fa-
vourable treatment of developing countries. On
these and other issues such as industrial tariffs
and services, the Sydney conference saw little
more than an exchange of views. Unless the posi-
tions at the WTO are narrowed over the next few
months, it is quite likely that the Trade Ministers
will be asked once again to renew their life-sav-
ing operations for the Doha Round. And even
after the progress on the drugs and patents issue,
scepticism continues to abound that this is a
“Development Round” only in name. Last week’s !
ministerial meeting starkly brought out once |
again the problems of decision-making at the
WTO. Only 25 countries were invited to the con-
ference and while the group included rich and
poor, large and small countries, participation
was only by invitation of the Government of Aus-
tralia (not the WT'0) and more than 100 members
of the WTO had no role to play in the discussions.
Informal small-size ministerial meetings have in
the past helped narrow gaps at the WTO. But they
are reflective of opaque/and not transparent
decision-making. :

7.0 NOV 2002




SYDNEY, NOV. 15. Leading Trade
Ministers agreed on a plan give
the world’s poorest nations ac-
cess to affordable medicines, a
breakthrough in the effort to
tackle global health crises like
HIV/AIDS, malaria and tuber-
culosis, officials said.

The deal came at a heavily-
guarded meeting yesterday of
Trade Ministers from 25 nations
that was called to kick-start flag-
ging efforts to liberalise global
trade and has been marked by
sporadic clashes between police
and anti-globalisation protes-
tors.

The Thai Commerce Minis-
ter, Adisai Bodharamik, con-
firmed the meeting had agreed
to back changes that will allow
some developing nations to
manufacture generic drugs now
protected by Western patents
and export the medicines to
other needy countries on a
case-by-case basis.

The agreement topped the
agenda at the Sydney meeting,
which was attended by a num-
ber of African countries such as
Nigeria, Senegal and Lesotho
which currently have to import
expensive AIDS/HIV drugs from
the West.

Also attending were Ministers
from the United States, the Eu-
ropean Union and Japan, along
with, new director-general of the
World Trade Organisation
(WTO), Supachai Panitchpakdi.

A member of the U.S. trade
delegation said the drugs deal
represented a success for the
meeting, which then moved on
to discuss dismantling agricul-
tural trade barriers.

|0

v )

Demonstrators attempt to pull down the fence surrounding
the venue of World Trade Organisation Trade Ministers
meeting in Sydney on Friday. — AFP

“The Ministers had a very
good and constructive discus-
sion,” the official said.

“There is a broad consensus
that the concerns of the poor
countries are a priority that they
will be working to address.”

Meanwhile, Police arrested
41 people today and clashed
with hundreds of protesters try-
ing to storm a meeting of trade
representatives from around
the world.

Hundreds of protesters ar-
rived at the concrete-and-steel
fence surrounding a hotel in
Sydney’s Olympic Park early to-
day and almost immediately be-
gan ripping down sections of
steel mesh.

Riot police charged the crowd
and formed a human chain,
preventing any demonstrators
from getting close to the hotel

NDIAN EXPRESE

while other officers repaired the
breaches. .
Police arrested two men and
two women as they tried to
break down another section of
fence. Teams of officers then
moved into the crowd and de-

tained individual protesters, in-

cluding an Associated Press
photographer who was briefly
held before being released with-
out charge.

Pdlice said a total of 41 peo-
ple were arrested and would
likely be charged with trespass-
ing and violent disorder.

“What we have seen is police
charging into the crowd,” said

bystander Adam Bandt, who de- |

scribed himself as a “legal ob-

server.” ‘“They appear to be
targeting people who were do-
ing nothing. It is a tool to try to
control the crowd.” — AFP, AP
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“ it bid to garner support
~“for farm battle at WTO

OUR CORRESPONDENT

New Dethi, Oct. 24: Union agri-
culture minister Ajit Singh
today appealed for a broad politi-
cal consensus on farm sector is-
sues so that India could present a
cogent and cohesive argument to
protect its interests at the World
Trade Organisation (WTO) dis-
cussions on agriculture-related
issues.

Calling for an all-party meet-
ing on October 29, he said,
“There is no tax on the farmers
at the moment; even under the
WTO regime their interests will
be protected. We need a level
playing field to protect the inter-
est of the farmers who do not
have great technologies but can
compete with any country given
the right atmosphere.”

Singh demanded a better
WTOQ agreement on agriculture

which would have to be complet-
ed before January 1, 2005.

The minister, who was ad-
dressing a meeting of agricul-
ture ministers from the states
and union secretaries to work
out a strategy for re-negotiation
of the WTO agreement on agri-
culture, said, “The state govern-
ments will be fully consulted on
the issue.”

“The three most important
factors that India will have to
fight are internal subsidies
given by developed countries, ex-
ternal tariffs on imports and in-
fluencing global trade prices.
There has to be a political will o
ensure our negotiators go about
their job smoothly” Singh
added.

Singh said export subsidies
in other countries are hindering
India’s international trade.
India’s problem is not due to its

Singh: Mobilising forces

subsidies which are lower than -

that stipulated but that of funds.
“However, the WTO advantages
should not be denied due to re-
source problems; rather subsi-

- dies leading to a drop }

dies in other countries should
come down.”
" Due to various interests in
agriculture, including the food
security demand, India has com-
mon demands with most of the
lobbies in WTO negotiations.
However Singh said that the
sharing of common interests
does not bracket India with a
particular group. “India will
have to fight independently
while balancing between vari-
ous groups. New Delthi will have
to represent the developing
countries even though some
African and other nations do not
largely depend on agriculture.”
Developed countries like the
US and Europe are giving mil-
lions of dollars as export subsi-
the in-
ricultur-
e last few

ternational prices ¢
al products durj
years.
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. Statesman News Service

NEW DELHI, Oct. 24. —
India today set the ball
rolling to chalk out its
strategy to renegotiate the
WTO Agreement on Agri-
culture with a meeting of
state agriculture ministers,
but said a political consensus
within the country was crucial
for negotiators to push New
Deihi’s stand abroad.

Union agriculture mini-
ster, Mr Ajit Singh, said
though India was facing
severe problems in its WTO
discussions in the farm
sector, the government
would ensure that interests
of Indian farmers were
protected at all costs. The
farmers, for one, he said,
had not suffered due to
WTO, but high subsidies to
farmers elsewhere.

Developed countries sho-
uld reduce their export sub-
sidies to enable developing
countries compete with them

n farms

on a level playing field, the
minister said while asserting
that India would strive to
bring about this level playing
field when re-negotiations
on the agreement on
agriculture enter the crucual
third phase. Article 20 of the
agreement had provided for
a fresh agreement that will
come into force from
January 2005. |

The existing WTO agr-
eement on agriculture sti-
pulates that developed cou-
ntries  complete  their
reduction commitments wit-
hin six years, that is by 2000,
whereas the commitments
of the developing countries
would be completed within
10 years, by 2004,

Stating that India should
not be deprived of the
WTO advantages as a result
of resource problems, the
minister expressed concern
over increase in farm
subsidies in the developed
countries due to political
and other considerations.
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THE 2002 UAL meetings of the Interna-

tional Monetary Fund and the World Bank will
be remembered more for what the world’s Fi-
nance Ministers and central bank governors
did not address than for the issues they dis-
cussed and the decisions they took in Wash-
ington last week. For once, anti-globalisation
protesters did not take the limelight during a
global economic meeting. But the annual
meetings were not the better for the absence of
large-scale protests on the streets.

The only significant decision taken at the
meetings was to accelerate work on the IMF’s
proposal for a Sovereign Debt Restructuring
Mechanism, which, if approved, would permit
Governments to reschedule their debt to in-
ternational private capital during a crisis. The
IMF has been having a running battle with the
U.S. on this proposal, since the latter has been
more interested in the alternative of “collective
action clauses” written into contracts between
Governments and their foreign lenders. While
no one disputes the need for a different kind of
mechanism to deal with financial crises in-
volving Governments and global capital, that
is not the only or main challenge confronting
the world economy today. The Washington
meetings took place at a time when world eco-
nomic growth has markedly slowed and the
prospect is of a further slowdown in the light of
deflationary pressures across the world and
uncertainty about the future course of world
oil prices. Besides, a huge chunk of the global
economy that is centred in South America is
caught in a quagmire. Argentina, a former
poster-countrv for the IMF, is slipping from
bad to worse and on the eve of the IMF-World
Bank meetings it announced that it would de-
fault on the debt obligations that were going to
fall due later this year. And the Brazilian econ-
omy continued to be pushed to the edge for no
fault other than that the global markets were
worried about the outcome of the presidential
elections this month. In spite of all these chal-
lenges and problems, the International Mone-

LACK OF CONCERN o &/ \/

tary and Financial Committee, the
policy-making body of the IMF, was not unduly
worried about the slowdown. It seemed quite
confident that world economic growth would
revive in the near term. Issues of development
suffered a similar fate at the annual meetings.
The World Bank tried to raise anew the short-
age of resources for meeting the millennium
development goals for 2015, but the appeal fell
on deaf ears. It is now more than apparent that
the goals of halving poverty, reducing maternal
and child mortality, lowering illiteracy rates
will not be met by the target date. The Finance
Ministers of the advanced economies were also
told that the much-touted debt forgiveness ini-
tiative for the world’s poorest countries was $
one billion short of resources. The Ministers
promised to meet the shortfall, but the proof of
their intentions will be in an actual inflow of
resources. Both the IMF and the World Bank
reiterated once again that many of the prob-
lems of the developing countries could be
solved if the developed world reduced its sub-
sidies to agriculture and opened its markets to
labour-intensive exports. This focus on trade
barriers is a relatively new strategy of the multi-
lateral financial organisations, but while the
IMFC endorsed these arguments they have not
found favour at the forums where the decisions
are taken. At the World Trade Organisation, the
notion of “a development round” is increasing-
ly looking frayed and the U.S. Trade Repre-
sentative has been less than respectful of the
IMF-WB recommendations on trade.

India emerged in a less than favourable light
from the annual meetings. Gone were the
glowing observations of recent years about In-
dia (and China) being among the fastest grow-
ing economies of the world. Instead, the
special mention that India received at the IMF-
WB meetings was that it now ran among the
largest fiscal deficits in the world and that this
along with the domestic debt-GDP ratio of 60
per cent was a major obstacle to accelerating
growth.

77 FINDU



~ WTO okays EU’s $4bn
sanctions on US exports

i
Reuters ) Y
GENEVA, 30 AUGUST

’I'he World Trade Organisa-
tion (WTO) today ruled that
the European Union could slam
sanctions worth $4 billion on
US exports in retaliation for il-
legal tax breaks to US compa-
nies, trade diplomats said.

The diplomats spoke just
hours before the anxiously
awaited release of the official
report from WTO arbitrators,
whose decision could stoke sim-
mering trans-Atlantic trade ten-
sions. "The figure is $4 billion,"
one welkinformed envoy close to
the case said.

If confirmed by the official
finding, which is due at 1400
GMT, it would be by far the
highest level of retaliation ever
authorised since the Geneva-

based mternaﬁonal trade body
was set up in January 1995.

The $4 billion figure met ex-
actly the EU calculations for
trade losses it said companies
in the 15-state bloc were suffer-
ing as a result of the disputed tax
concessions, granted to US gi-
ants like Microsoft and Boeing.

US officials had argued that
just under $1.1 billion would be
a fairer estimate.

European external affairs
commissioner Chris Patten wel-
comed the WTO ruling.

"We never had any doubt
that the position we have taken
was going to find favour and that
it was in line with the interna-
tional rule book on trade,"
Patten told reporters when
asked to react to the news.

"But obviously it is our con-
cern to have everybody playing

«E ST ATESHA®

by the rules, ‘ibur concern to
minimise the out from prob-
lems with our biggest trade part-
ner," he added, speaking ahead
of a meeting of EU foreign min-
isters in Elsinore, Denmark.
The ruling, however, is un-
likely to lead to immediate sanc-
tions from the EU, which has
said it will first consult industry
on which products could be hit
in the retaliation. Brussels has al-
so said it would stay its hand if
Washington worked to reform
the tax regime, which gave spe-
cial treatment to companies us-
ing offshore subsidiaries to
trade. The Foreign Sales Corpo-
ration (FSC), as the tax system
is known, has been ruled in vio-
lation of WTO rules four times
when past Washington efforts

to reform it were deemed insuf-
ficient.
ricc M
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OT farm moneyspinner

— basmati —is facing a

sudden chill as the Eu-
ropean Union tells India it may
soon stop giving it zero duty
access into its market. But for
once, farmers and industry
have a glimmer of hope. India
is unlikely to give up withouta
fight as the popularity of bas-
mati in this premium market
over the last seven years is
Udyog Bhawan's only tangible
success story under WTO. One
out of every four bags of

e N A —

“EU plan
N

Nidhi Nath Srinivas H
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brown rice imported by Eu-
rope today is basmati. “They
have already informed India‘s
mission in Geneva of their in-
tention to end this market ac-
cess route and are seeking in-

formal consultations on the
road ahead,” commerce min-
istry officials said. Officials said
India’s biggest strength in the
scenario lies in basmati’s rapid
growth curve. “We intend to
point out that we have been
investing time and money in
cultivating the EU market, be-
lieving that we are protected
undet WTO. Now that the
time has come to reap its bene-
fits, EU is suddenly pulling the
rug from under our feet. Thisis
unacceptable,” they said.
Under Headnote 7 of the
Uruguay Round in 1995, EU
agreed to follow the principle

nd basmati rule |

of higher the price, lower the
duty i.e. the most expensive
commodity will have to pay
the least customs duty to en- ’
sure that it remains competi-
tive. This gave basmati zero
duty access as it is the world’s
most expensive rice, and also
helped Thai and American rice
gain market share. Seven
years later, faced with huge
stockpiles of its own wheat and
rice, Brussels now wants out.
Under Article 28 of the World
Trade Organisation, if EU
wants to end this access, it can
negatiate a compensation with
its biggest exporter. /

The Economic T inees
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Tariff challenge at the WTO

RE By C. Rammanohar Reddy

L i &

N UNUSUAL set of circum-

stances formed the backdrop

for the World Trade Organi-

sation’s 2002 review of In-
dia’s trade policies. A new surge of
protectionism has surfaced in the
United States, the world's largest
economy which is also the biggest
trader. Then there is the Doha round
of trade talks at the WTO which has
begun to falter as the realisation sinks
in that the liberalisation agenda that
has been drawn up is much more
than what the member-countries can
chew. And at home, one year has just
ended with a small contraction in ex-
ports, though that has not prevented
the Commerce Ministry from draw-
ing up a target of 12 per cent growth
in 2002-03, a goal which is more un-
realistic than ambitious.

The review of India’s trade policies
which was conducted at the WTO this
week is the third since the Trade Pol-
icy Review (TPR) Mechanism was in-
stituted in '1989. This periodic
examination of each country’s poli-
cies is not restricted to its policies on
exports and imports. It looks at the
entire gamut of macro and micro-ec-
onomic policies which are supposed
to have an impact on the degree of
openness and competitiveness in the
economy. These are only reviews and
not negotiations; they therefore do
not result in any mandated changes
in a Government’s policies. But by
turning the spotlight on a country —
first through a detailed review report
prepared by the WTO Secretariat, ac-
companied by the Government’s
own assessment of its trade policies,
and then with discussions among all
the WTO members — a certain pic-
ture is drawn about what is right and
wrong with a country’s trade policies.
This then becomes the setting for de-
mands that the other Governments
make during trade negotiations at the
WTO. This is one reason why the
TPRs have had their share of contro-
versy. The WTO reports have on oc-
casion been faulted for treating the
major trading powers (e.g. the 2000
review of the European Union) with
kid gloves even as they critically dis-
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\If there is one central point in the WTO

x . ., Ly .
\Secretariat review, it is India’s high tariffs
\ on industrial and agricultural goods.

sect the policies of the smaller trad-
ing nations.

There is both a continuity and
change in emphasis in the latest WTO
review of India’s policies. A common
strand running through the reviews
of 1993, 1998 and 2002 is the high-
lighting of large fiscal deficits, the
need for privatisation and the remov-
al of obstacles to competition. These
perspectives are not particularly nov-
el; they have been talked about both
domestically and by a

toms duties imposed by the smaller
developing and least developed
countries). India did commit itself to
a reduction during the Uruguay
Round. And rates have come down
during the 1990s; but the reduction
has not been smooth and lately not
very substantial either. The WTO now
points out that India has bound its
import duties in 72 per cent of the
tariff lines. That is, the Government
has committed itself not to raise du-
ties above certain levels

number of other external MACROSCOPE in a little under three-

agencies. It is the details
in the reviews that have changed with
the times. In 1993, trade liberalisa-
tion had just begun and while India’s
position on the eve of the completion
of the Uruguay Round of talks was
still one of maintaining trade bar-
riers, the then GATT was optimistic
that in the new era the Government
would hasten the dismantling of
trade and non-trade barriers. In 1998,
the TPR could point to more rapid ex-
port and GDP growth as showing the
fruits of greater integration with the
world market. But that was also the
height of the imbroglio over India’s
maintenance of quantitative restric-
tions (QRs) and the WTO had to point
out that non-tariff barriers of this
kind were harmful to the economy.
Now, in 2002, export growth has de-
celerated and so too has overall GDP
growth. While there is some attempt
to link this with the larger global
slowdown, there are enough faults to
find in India’s trade policies. The QRs
may have gone, but other non-tariff
restrictions remain. If there is one
central point in the WTO Secretariat
review, it is India’s high tariffs on in-
dustrial and agricultural goods. Tar-
iffs are also an important item on the
agenda of the ongoing Doha round.
It is well known that India’s import
tariffs are among the highest in the
world (the exceptions being the cus-

quarters of the product
categories; it is free to set whatever
rate it wants in the remaining tariff
lines. These bound rates in 2005 (the
last year of implementation of the
Uruguay Round agreement) will on
an average be as high as 51 per cent,
with an average of 116 per cent for
agricultural products and 38 per cent
for industrial products. On the other
hand, the average applied (actual)
import duty, as noted by the WTO,
which was 35 per cent in 1997-98 fell
marginally to 32 per cent in 2001-02
and is scheduled to come down to 29
per cent in 2002-03.

These features of India’s import
duty structure flag three challenges
before India at the WTO — during the
ongoing Doha round of talks. First,
India will be asked to ‘bind’ tariff ceil-
ings in an even higher proportion of
tariff lines, perhaps close to 100 per
cent, Second, it will asked to set lower
bound rates, both for industrial prod-
ucts and agricultural goods. And,
third but just as important, it will be
asked to close the gap between
bound and applied tariffs. Bound tar-
iffs, which are much higher than the
applied rates (as they are now in
many cases), give India sufficient
cushion to protect itself from import
competition. Hence, the demand to
close the gap and therefore the room
for manoeuvrability. (India used this
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cushion in 2000 when it raised tariffs
on a number of agricultural products
such as oilseeds and vegetable oils.)
The WTO is aware that even after a
decade of tariff reductions, customs
duties still provide the Government
of India with 20 per cent of gross tax
revenue. This, as much as the con-
cerns of domestic industry and agri-
culture, makes a hasty reduction in
duties quite difficult to achieve. But
the Government has announced it
will move to a two-duty (10 and 20
per cent) structure by 2004-05. How-
ever, this commitment is not going to
persuade India’s trading partners to
go easy during the Doha
negotiations.

Indeed, during the discussions in
Geneva this week on the TPR of In-

‘dia’s policies, tariff levels and the gap

between the applied and bound rates
were brought up by India’s more im-
portant trading partners. On another
track, there have been attempts to
paint India as a villain of the slow-
down in the Doha round negotiations
on industrial tariffs. Efforts to accel-
erate the talks on tariffs and de-link
these negotiations from the overall
agenda have been questioned by In-
dia. The pressure to make substantial
concessions is bound to build up in
the coming months.

The global mood at this point is
not exactly in favour of further trade
liberalisation. The biggest forces in
this direction — the U.S. and the E.U.
— are either squabbling about their
disputes or building barricades
around particular sectors. In the lat-
ter, we have had the U.S. make moves
to protect its steel industry, enact leg-
islation which would see a huge in-
crease in support for its agriculture
and its Congress place many protec-
tionist riders on its grant of negotiat-
ing powers to the President, George
W. Bush. But this will not provide In-
dia any respite. As the final denoue-
ment at the Doha WTO ministerial
meeting last November showed,
when it comes to the crunch gaps can
be closed and immense pressure ap-
plied on recalcitrant countries such
as India.
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WASHINGTON, APRIL 20. Industrial countries
should take dedicated steps to phase out
trade prohibitive agricultural subsidies and
desist from initiating other trade inhibiting
measures, the Union Finance Minister,
Yashwant Sinha, said.

The industrial countries “should also
open up sectors such as textiles and ser-
vices which are of significant export interest
for developing countries,” Mr. Sinha said in
his statement to the International Mone-
tary and Financial Committee. The Finance
Minister is participating in the Spring Meet-
ings of the World Bank and the Internation-
al Monetary Fund.

Mr. Sinha referred to the removal of sub-
sidies and other trade inhibiting measur
as part of the priorities the internationa
community must address urgently in the
context of some of the economic and fi-
nancial concerns. “At the global level, it re-
mains essential to carve out measures for
reducing vulnerabilities and maximising
policy flexibility for encountering external
| shocks, particularly for developing coun-
tries,” Mr. Sinha said.

He stressed the emerging market and de-
veloping countries should devote particular
attention to fiscal consolidation and str
tural initiatives, particularly in their
cial markets. “For developing cou
enduring reduction in poverty r
overarching priority in the lon

By Sridhar Krishnaswami \QI/DX

argued that policy responses to address
global imbalances alone were insufficient.

Rather, it was critical for the internation-
al community to reflect upon the impor-
tance of securing the benefits of
globalisation for all. The Union Minister
touched on widening global imbalances
which was accompanied by reduced vol-
umes of capital transfers, currency volatil-
ities, asset price fluctuations and new
protectionist measures which were eroding
the capabilities of developing countries in
deriving the benefits of globalisation. “This
calls for coherent policies as well as policy
coordination by major advanced econo-
mies as they have a significant bearing on
global growth and the development pro-
spects of developing countries,” Mr. Sinha
noted.

India’s growth performance in the last
decade “was one of the most impressive
among the major economies of the world,”
Mr. Sinha said, going on to make the point
that the economy had shown “exemplary
resilience” in the face of shocks such as the
Gujarat earthquake, the terrorist attack on
Parliament and the heightened tension on
the border.”

The process of implementing enduring
structural reforms was being carried for-
ward in India in right earnest. The latest
Union Budget had announced far-reaching
initiatives in the farm sector, terminated
the administrative price mechanism gov-

Sinha’s call to developed countries

erning the petroleum market and the cap-
ital account had been further liberalised,
Mr. Sinha said.

“The results of efficient macro-economic
management are reflected in the comfort-
able balance of payments situation and
achievement of sustained. low inflation.
Foreign exchange reserves are now above
$54 billion and the privatisation pro-
gramme has picked up rapid pace in the
recent months,” the Union Minister point-
ed out.

On the subject of the IMF’s policy agen-
da, Mr. Sinha has argued that while laud-
able efforts had been made at the bilateral
and the multilateral levels for strengthening
the surveillance mechanism, it was impor-
tant to sharpen the focus of surveillance
given the “widening” agenda. “For the de-
veloping countries, surveillance needs to go
beyond crisis prevention; it should also
identify the sources of growth and the pol-
icy actions required at the national and in-
ternational level to actualise this potential,”
the Finance Minister said.

Referring to the role of the IMF in the
HIPC initiative, the Union Finance Minister
said there was the urgent need on the part
of multilateral creditors to demonstrate
their commitment to the Initiative for the
Heavily Indebted Poor Countries. “In some
cases, actual delivery of interim relief has
come much later after the decision point,”’

Mr. Sinha remarked. /
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NEW DELHI, FEB. 21. India must
quickly develop strategies for re-
sponding to agricultural export
market needs under the World
Trade Organisation (WTQ) re-
gime.

It must especially take steps in
research on technologies that
could take care of the “non-tariff
barriers” to ensure that the coun-
try’s surplus products were ex-
ported with a competitive edge,
the Director-General of the Indi-
an Council of Agriculture Re-
search, Punjab Singh, said here
today while inaugurating a na-
tional symposium on ‘Agriculture
in Changing Global Scenario'.

Dr. Punjab Singh said the tech-
nical issue of non- tariff barriers
on export-worthy agricultural
items was crucial if India had to
survive and flourish in the global
WTO regime.

For this, the surplus wheat and
rice should be of a quality that
could withstand the “non tariff
barriers”, including the enor-
mous subsidy support provided
by - competing developed
countries.

He said India should concen-
trate on key products such as cot-
ton, jute, arecanut, coffee and
fruits such as mangoes, bananas,
grapes, cashewnuts, besides, sur-
plus rice and wheat.

Dr. Singh said India’s strategies
should be scientifically targeted
in keeping destination markets
and agricultural commodities to-
. gether against the real situation
existing in the competing world
economies. This way, not only the
country’s surplus could be effec-
tively marketed, India, with its
unique agricultural base, could
develop an export market-orient-
ed quality agricultural sector.

An integrated approach involv-
ing the policy-makers, econo-
mists, extension educationists
and agricultural scientists was ur-
gently required to wrest the ini-
tiative in India’s favour from
competing countries such as Chi-
na, Australia and Thailand.

Timely collection of agricul-
ture-related information and data
and its dissemination through
cyber space informatics tools will
equip the Indian farmer better
with favourable marketing strate-

gies for dopnesdC and external
trade. /DI
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IT IS IRONIC that so soon after the U.S., along
with the E.U., persuaded the rest of the world to
launch a new round of trade liberalisation ne-
gotiations at the World Trade Organisation, it
has chosen to impose additional tariffs of be-
tween 8 and 30 per cent on steel imports, a
decision explicitly aimed at protecting the do-
mestic steel industry. India and other devel-
oping countries are by and large exempt from
the U.S. action. But the larger message from the
U.S. action, which is relevant to all countries, is
that even the biggest proponents of “free
trade”, if it suits them, can very easily jettison
their professed convictions.

There are many explanations of the U.S. Pres-
ident, George Bush’s decision, which is the
most significant import control measure of the
U.S. since the mid-1980s" “voluntary controls”
on automobile imports. The ostensible reason
is that an industry that has seen 20,000 jobs lost
and 30 bankruptcies in the past five years needs
breathing time to adjust to cheaper imports
from the E.U., Japan, Russia, South Korea and
Brazil. The political reasons are, one, that Mr.
Bush is delivering on his 2000 campaign prom-
ise to voters in the “steel” States and, two, Mr.
Bush needs the support of the Senators in these
States if he is to cross the last hurdle to acquisi-
tion of the powers of the Trade Promotion Au-
thority. Mr. Bush needs this authority if he is to
successfully negotiate a free trade pact covering
North and South America. This will be a major
trade liberalisation agreement, which is yet an-
other irony. The U.S. has claimed that it is ap-
plying the new tariffs under WTO agreements
which give it the power to “safeguard” domestic
industry against a sudden growth of imports.
Yet, the U.S. appears to have flouted the main
provisions of the safeguards agreement of the
WTO. It has not, as required, gone through the
process of prior consultation. It has clubbed
import of different steel products to argue that

TRADE POWER
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there has been a threat to domestic industry,
while the WTO nriiles state that imports of each
product must be treated separately to demon-
strate injury. And most important, there is no
sign of a sudden surge of imports which would
call at this point for the application of protective
tariffs. Steel imports into the U.S,, in fact, de-
clined from 38 million tonnes in 2000 to 29 mil-
lion tonnes in 2001. Such niceties may not be of
much concern to the U.S. since it is surely aware
that even if the affected countries make a formal
complaint at the WTO it will take at least two
years before a ruling is made against the U.S. —
a sufficiently long time to help the domestic
industry recover from its present difficulties. It
is therefore irrelevant that the new tariffs will be
applicable for a “temporary” period of three
years.

The U.S. steel industry’s travails have many
roots. One of the more important ones is that
the industry is suffering from the burden of
large “legacy costs” under which companies
have to meet their pension commitments to
workers who have retired. The U.S. industry
meets the wage costs of 150,000 workers and
also the pension costs of 600,000 retirees.
Cheaper imports are only one factor behind the
present problems of the industry, and in any
case dumping by foreign producers has not
been proven. Globally, there are many industri-
al and agricultural sectors in individual coun-
tries which are affected by import competition.
But few Governments can dare to flout interna-
tional trade rules, as the U.S. has done, to pro-
tect their domestic industries. The steel dispute
is a telling example of national power influen-
cing trade decisions. Governments which were
being persuaded to believe that low tariffs were
always good for their economies and that there
was a common set of global trade rules for all
countries should now know that this is not the

case. //
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HALF centu
idealists won
independence
ish, the growing influence of

the religious political bloc is threat-
ening to negate those cherished ide-
als and throw the nation into a crisis
of identity. If an election were held
today, secularists will be routed. Or-
thodoxy, in other words, has never
had it so good. As a direct conse-
quence, secular nationalism, the
principle that the nation is rooted in
secularist rather than a religious or
ethnic identity, is in crisis.

I am speaking of Israel. If the de-
scription fits India, it is because this
is one of the many areas in which
there are striking similarities be-
tween the two countries. Interaction
with a cross section of leaders and
experts in academia and officialdom
during a week-long visit to Israel left
the impression that the battle to keep
the synagogue separate and apart
from the state has perhaps already
been lost. Israeli identity is fast be-
coming inseparable from Jewish
identity.

If this were not true, there should
have been protests from sections of
the press and the political establish-
ments at the Ariel Sharon Govern-
ment’s handling of the Palestinian
crisis. The systematic way in which
Yasser Arafat and the civilian pop-
ulation have been targeted has, sur-
prisingly, evoked very little popular
protest in Israel.

Worse, the violence the Israeli
Government has unleashed on the
Palestinians with its terrible, inevita-
ble consequence of retaliatory sui-
cide bombings and sporadic
outbursts is ensuring precisely the
outcome that the Jewish right has
been working for. Mr. Sharon and the
right which are in coalition with the
Labour Party will get a big majority
on their own if elections are held to-
day, Israeli journalists and academics
concede. This is perhaps the only
reason why the Labour Party, which
swears (rather haltingly these days?)

after secular

By K. V. Krlshnaswamy

by secularism, is not leaving the so-
called national government headed
by Mr. Sharon despite the reality that
every day it shares power with the
right wing it is losing support among
the population — to the rightist
groups.

For years, researchers and poll-
sters have employed four categories
to gauge degrees of religiosity in Is-
rael: secular, traditionalist, religious
and ultra-orthodox. A new category

of the burly Mr. Sharon, as speaker
,after speaker addressed an indiffer-
‘ent audience. Mr. Sharon looked a
picture of calm amid the din, secure
in the knowledge that his Govern-
ment had the numbers. But to any
dispassionate observer, the scene
would have been disquieting: the es-
calating, climaxing fight over power
and symbols was in full play There
was a distinctly oppressive air of con-
servative orthodoxy in the small

It is not just in politics that the parallels between
India and Israel run as the two seek a
‘civilisational bonding’ that can, as the latter sees
it, encompass several areas of interaction.

was added a few years ago: secularist
with a positive attitude toward reli-
gion. That was acknowledgement
that the secular majority was thin-
ning rapidly as the orthodox Jew
stepped up his campaign after real-
ising that a Palestinian state may
emerge in his own lifetime.

The defeatism that has gripped the
Labour Party and other secular
groups in Israel has led to a danger-
ous degree of resrgnatlon “I have
had my innings,” said the Labour
veteran, Shimon Peres, when asked
whether he was unhappy that he was
not leading his country at this critical
time. His mood of despondency was

unconcealed. He seemed as aware as -

the rest of the world of his helpless-
ness in stemming the slide, in pre-
venting the systematic undoing of
the last hope of Palestinian moder-
ation and his own peace partner, Mr.
Arafat.

The former Israeli Prime Minister
and one of the architects of the Oslo
peace accord spoke to us, a group of
Indian journalists, in his chambers
immediately after participating in
the voting on an anti-Government
motion in the Knesset. As the vote
was about to begin, he moved into
the House and sat quietly by the side

chamber as members sported their
religious beliefs all over themselves
and wore their faith on their sleeve or
their balding heads. A variant, god
forbid, of a Lok Sabha bathed in saf-
fron.

The direct result of the religious
revival that swept Israel after the six-
day war of 1967 when the country
gained control of territories that form
the biblical land is reflected in to-
day’s political scene. This is a far cry
from the early years of the founding
of the Jewish State by secular and of-
ten atheist Zionists, in particular by
the Ashkenazi elite from Europe and
the U.S. The battle ultimately boils
down to whether the majority wants
a Jewish state or a state for Jews. If
the latter was the predominant mo-
tive in the wake of the Holocaust and
the violent birth of the state of Israel,
today there are more and more ad-
herents to the former. A view strongly
articulated by officials and others
when queried about Tel Aviv's policy
on the contentious issue of the right
of return of Palestinians expelled
from their homeland when Israel was
proclaimed.

The opinion was near unanimous
that conceding that right would
amount to the very negation of Israel.

g ™

There was only one argument that we
heard from everyone, from academ-
ics like Yaacov Bar-Siman-Tov, Presi-
dent, the Institute for International
Relations, to Ilan Fluss of the Foreign
Ministry: if the Palestinians who are
now scattered all over the region in
refugee camps and elsewhere are al-
lowed to return to their homeland, it
will have the potential to reduce the
Jewish population to a minority. ““We
don’t want to commit suicide.”

Most of them at the same time
wanted the Oslo process to continue
so that a Palestinian state is estab-
lished. Years of living under tension
and violence have led to a stage
where there is an overwhelming de-
sire for peace, for a return to normal
life. It is not of course just in politics
that the parallels between India and
Israel run as the two seek a “civil-
isational bonding” that can, as Israe-
lis see it, encompass several areas of
interaction. Of immediate relevance,
the post September 11 situation has
resulted in increasing strategic coop-
eration between the two. defence
and related interaction intensifying
manifold from even the high levels
reached in the post-Kargil days. “We
continue to cooperate, collaborate
and enhance the relations that al-
ready exist,” remarked Amos Yaron,
Director-General at the Ministry of
Defence. On the level of this collab-
oration, his comment was telling:
why invent the wheel two times?

Israeli enterprise in turning a des-
ert green is one enviable model.
More avenues are opening up a full
decade after India, in the wake of the
end of the Cold War, established dip-
lomatic relations with Israel. In Israel
there is a deep desire for closer rela-
tions with India going beyond the is-
sues provoking today’s conflict in the
Middle East.

The most eloquent, forceful ratio-
nale for this “fascination for India”
came from Mr. Peres. He said, “We
knew the Indian culture before we
knew the Indian country.”
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NEW YORK, FEB. 3. The Union Finance Minister,
Yashwant Sinha, has said that the restrictive prac-
tices of the developed world are preventing Indi-
an steel-makers from taking advantage of the
global market.

Addressing a press conference at the Consul-
ate-General of India here on Saturday, Mr. Sinha
said he had not come looking for “any assur-
ances’ and pointed to the ‘“new and innovative”
methods of restricting steel imports from India.
The anti-dumping levies on India had been made

n ‘‘specious’ grounds.

Participating in a panel discussion on the
“Global Economic Outlook” at the World Eco-
nomic Forum, now in session here, Mr. Sinha put
forth the same arguments. The developed na-
tions of the West, Europe and the United States
faced sharp criticism over protectionism at the
forum from other participants too.

Calling on the rich countries to open up their
markets, Mr. Sinha gave specific examples of the
European countries and the U.S. restricting the
import of Indian steel. ““Just because manufac-
turers in India are more competitive, they have
been prevented from taking advantage of the
markets in the developed nations. That has re-
sulted in a surplus capacity,” he said, adding that
it would be beneficial for both India and the U.S.
if Washington lifted the restrictive trade practices
against the Indian steel. As far as India was con-

1 cerned, better market access, capital flows, Over-

in New York on Saturday. — PTI

pw‘U S., Europe curblng
“Indian steel exports’ap |

seas Development Assistance and terrorism were
some of the main issues of concern, hejadded.

During a question-and-answer session, Mr.
Sinha said fiscal deficit was a problem which In-
dia had not been able to solve as “yet”; but, he
was quick to point out that fiscal deficit was not
on account of excessive expenditure but due to
shortfall in revenue. Unproductive expenses had
been kept under check, but for some time now,
there had been a shortfall in revenue.

Asked to comment on the depreciation of the
rupee against the dollar and the impact of this on
the growth rate, Mr. Sinha said it would not have
any appreciable effect. With the day-to-day man-
agement in the hands of the Reserve Bank of In-
dia, the bottomline was to ensure that there was
no undue volatility on the exchange rate. The
market forces would determine this.

Asked about the “lessons’” from Enron as it
pertained to India, Mr. Sinha referred to one of
the sessions, at the five- day WEF session, this
morning, where a participant apparently pointed
out that at the time of the East Asian Financial
crisis, the U.S. was lecturing to the Asian coun-
tries on accounting standards and transparency.
“We have no right to lecture,” the participant,
Paul Krugman, is said to have remarked.

Mr. Sinha said that while the “trend of modest
defence spending will continue,” India would not
compromise with its security and whatever fund-

ing was required, it,would be “unhesitatingly
provided.” //

—-AT—

-, 7



AL e,

¢ Tiger tricks

It's too nsky to grant the LTTE a foothold in Ta

Tigers of Tamil Eelam (LTTE) for a tempo-
rarybase in Chennai to hold peace talkswith
the Sri Lankan government is true, it is a reflec-
tion of its brazenness. The militant organisation is
so self-righteous that it overlooks the fact that it is
the prime accused in the case pertaining to the as-
sassination of former prime minister Rajiv
Gandhi. Besides, its chief, Veluppillai Piraba-
karan, is a “proclaimed offender” and is wanted
by the Indian police. It is also in the dock for many
terrorist strikes in' India and for inflicting heavy
damages on the Indian Army while it was on a
peacekeeping mission in Sri Lanka in the eighties.
Yet, it had no compuriction in asking the Indian
government for facilities in the southern city to
hold talks with the Sri Lankan.government. The
LTTE’s ideologue and interlocutor, London-
based Anton Balasingham’s chronic illness is the
proximate cause of the strange request.
Tamil Nadu Chief Minister O. Panneersel-
vam is worried that if the LTTE is allowed a
foothold in the state, it will lead to situations

I F the reported request of the Liberation

which are out of the state’s control and which

have a bearing on national security. Given the
fact that there are some political parties which
are sympathetic to the LTTE cause, it will not be

difficult for it to exploit the language links be-

-tween the people of Tamil Nadu and the ethnic
minority in Sri Lanka to subserve its own vested

il Nadu

interests. Hence, public opinion in Tamil Nadu is
definitely against allowing the LTTE to set up
camp in the state. It isno secret that the promises
the L'TTE makes cannot be taken at their face
value. In fact, it has a tendency to go back on its
promises as the various governments and agen-
cies that had at one time or the other dealt with it
would vouchsafe. Hence, it cannot be trusted
when it promises that it will not misuse the facili-
ties extended to it by the Indian government.
After all, allowance has to be made for the
fact that the LTTE is a terrorist organisation
which shows no scruples when it comes to
achieving its objectives. That it still resorts to ter-
rorist methods is borne out by its recent attack
on the Colombo international airport in which
12 military and civilian aircraft were destroyed.
At a time when India is in the forefront of the
war against terrorism, any truck with such an or-
ganisation is bound to compromise its own posi-
tion on terrorism. Under these circumstances,
the Central government can only turn down the
LTTE’s request for a temporary base in India.
This does not, however, mean that India is
averse to the initiative launched by the Norwe-
gians to bring peace tothe island nation. Be that
as it may, it was with great difficulty and at great
cost that the LTTE’s presence in Tamil Nadu was
ended. Let it not stage a comeback under the

garb of the peace process. /



Unite at WTO talks, Maran_
#x  tells Third World

f By Our Staff Reporter

BANGALORE, JAN. 10. The Union Minister for
Commerce and Industry, Murasoli Maran, has
stressed the need for a united and active par-
ticipation of the developing countries in WTO
negotiations over the next three years, follow-
ing the developments at the Doha conference.

Addressing the CII Partnership Summit on
“The world trade order after Doha”, Mr. Ma-
ran said that in the earlier negotiations, devel-
oping countries had no effective role in the
agenda-setting process. Developing countries
did not combine their efforts; they merely in-
sisted on special and differential treatment
and showed reluctance to participate in the
negotiations.

Mr. Maran said it was only in Doha that
there was a semblance of unity among devel-
oping countries which formed 75 per cent of
the members. That led to issues being taken
up for consideration and their inclusion in the
WTO work programme.

The absence of a tried and tested mecha-
nism to evolve a consensus which gave a sense
of participation to members, particularly de-
veloping countries which were frustrated that
their views were not adequately represented
in various draft declarations, had cost us dear-
ly in the past, Mr. Maran said.

At the Uruguay round, developing countries
lost the right to implement many of the pol-
icies that had been central to East Asia’s mi-
raculous  success, including selective
protection of domestic industries.

In the past, the negotiation process involv-
ing a}uations started only after the U.S. and

the European Commission had reached an
understanding between themselves on vari-
ous issues. “What we should seek is a frame-
work within which all people of developed

_ countries and developing countries can trade

together fairly, without oppression or exploi-
tation.”

Mr. Maran said a specific model to seek con-
sensus was used once: for the declaration on
TRIPS and Public Health a drafting committee
was appointed, and India was one of the
members. Consultations took many days and
all countries participated.

Industry must give governments contin-
uous inputs on its requirements, the problems
faced in accessing markets, and in the move-
ment of professionals and other skilled per-
sons.

Earlier, Supachai Panitchpakdi, Director-
General- designate, WTO, called for the cre-
ation of a trade negotiation committee headed
by an ex-officio chairman. Mr. Maran said the
Director-General of the WT'O must be the ex-
officio chairman of the committee.

Mr. Panitchpakdi said he would try to
strengthen the WTO Secretariat, raise addi-
tional resources for the WTO budget and in-
fuse substance into the work programme,
between September 2002 and August 2005,

Both Mr. Maran and Mr. Panitchpakdi said
developing countries must prepare in earnest
for the next (fifth) ministerial eénference to be
held in Mexico next year, “which may even be
brought forward.” -~



/ WTO panel rules against Indla

-licensing regime ¥

7 on auto

\ By Ranvir Nayar
: A dispute settlement panel

(WTO) has ruled against India on
its automative licensing policy and
asked New Delhi to bring it in line
with global trade norms.

The panel, which was appointed
on requests made by the US. and
the European Union (E.U.), con-
tended that the Indian govern-
ment’s insistence on certain condi-
tions for foreign car manufacturers
were against WTO rules.

The US. and the E.U. had chal-
lenged the conditions imposed by
the Indian government on foreign
car manufacturers for indigenisa-
tion or use of local components.

Foreign car manufacturers in
India are currently supposed to
reach a minimum level of 50 per
cent indigenisation in the third
year of operation in the country
and 70 per cent within five years.

Another condition that was chal-
lenged at the WTO was the export
obligation of foreign manufactur-
ers. The agreement meant that all
manufacturers had to export in
value terms at least equal to the
value of the imports made by the
company. The WTO panel has sup-
ported the contentions of the E.U.
and the U.S, on almost every point,
leaving India with little chance of
success in case it decides to go in
for an appeal.

The US., which was the first

‘Indian stand on
WTO a PR disaster’

Times News Network

NEW DELHIL: Renowned
international economist Jagdish
Bhagwati has criticised the “no-
new round” stand taken by
India in the recent WT'O minis-
terial conference at Doha, say-
ing that it turned out to be a
“PR disaster” for the country.
He, however, noted that the
overall outcome at Doha was
“not bad” for India, but the
government should now be
more careful about how it
approaches forthcoming WIO
negotiations.

Addressing members of
FICCI on ‘Doha and India:
Looking Back and Ahead’ here,
Mr Bhagwati suggested that the
government involve NGOs,
trade unions and experts in var-
ious fields to articulate India’s
point of view at WTO. “We have
only limited standing in terms of
our share in world trade and our
capacity to offer inducements
and punishments to other coun-
tries for getting our way. Our
greatest strength is our intellec-
tual capacity to make sound
arguments in favour of our posi-
tions. This we must employ
fully.”

country to call for a dispute settle-
ment panel, contended that the
local content and trade balancing
requirements were inconsistent
with the obligations of India under
the General Agreement on Tariffs
and Trade (GATT) and the
Agreement on Trade-Related
Investment Measures or TRIMS.

The E.U, which followed the
US. in asking for the panel,
claimed that the indigenisation
requirement violated Article ITI of
GATT.

India, on the other hand, said
most of the issues raised by the two
complainants had already been
addressed satisfactorily in earlier
agreements reached by the E.U.
and the U.S. with it.

New Delhi also contended that
the licensing regime had been
abolished on April 1,2001, and as a
result the trade balancing provi-
sions did not apply any longer.

India said the trade balancing
provisions did not entail any
export obligation and hence did
not restrict imports or favoured
domestic products over imported
ones because they did not apply to
freely importable products.

On the local content issue, India
said since the abolition of the
import-licensing regime, the
ernment had the discreti
whether to apply or not to Apply its
contractual rights witl( the car
manufacturers. (ans)
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