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ROWING unity among developing county-
ies at the World Trade Organisation (WTO)

led to strong resistance fo initiatives of the
US and the EU at the recent Hong Kong ministerial
conference, pushing India and Brazil into the thick
of action along with China, South Africa and Mexi-
co. Commerce & industry minister Kamal Nath
turned into aspokesperson for the developing world,
striking an aggressive posture on key issues like agri-
culture and industrialgoods. Back home, he spoke to
G Ganapathy Subramaniam on the future
scenario at WTO and the Hong Kong declaration’s
impacton India. Excerpts:

Does the outcome of the Hong Kong mi-
nisterial mean an end to the stand-off wi-
thin the WTO over development issues?
The struggle to end inequalities in global
trade has only begun. It will go on till a level-
playing field is made available to the devel-
oping world. At the consultations expected at
Geneva in the new year and all negotiations
between trade ministers, we will continue to
take up issues pertaining to not only free but
also fair trade.

We have seen a beginning at Hong Kong
where the developing world stood united to
thwart efforts to divide them and divert at-
tention from core issues. The most glaring
distortion in world trade today is on account
of export subsidies provided in the US and
Burope to farmers. I am glad that an end date
has been set for phasing out these subsidies.
Over a period of time, we will also taken up
elimination of other subsidies and nagging is-
sues like misuse of anti-dumping duties. The
most important aspect to note is that a fresh
momentum has been achieved to take the
DohaDevelopment Agenda (DDA) forward.
We have put the discussions back on track to
focus on development. The clear message is
that it will be a developrent round and that
is what the majority in WIO wants.

Is the WTO increasingly become a forum for
dispute between the rich and the poor?

I have been makingit clear that we are not pushing for
a north-south confrontation. Decisions at WTO are
taken by consensus and not by majority. We want
everybody to cooperate in making global trade free
and fair. Due toissue-based unanimity in views, more
than 100 out of WTO’s 150 members stood together at
Hong Kong. It is not an attempt to isolate rich nations
but an effort to end inequities in global trade.

Rich nations now have time up to 2013 to
phase out farm export subsidies and there is
criticism that this segment forms only a small
part of the subsidies available to farmers in the
US and Europe?

Export subsidies available to farmers may not be
much in quantum but they are the most trade-dis-
torting. They directly affect export flows and tum it
into subsidy flows. For example, export subsidies
make it more attractive for Indian consumers buy
American cotton rather than produce from Africa the
sourcing of which would help poor farmers who de-
pend on this cornmodity for their livelihood.

Why did we climbdown from the initial de-
mand that these subsidies should be phased
out by 2010?
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and Argentina sought this type of arrangement.
Our proposal was also a variant of the Swiss for-
mula and we have protected our interests so far
by keeping the initial idea of a single co-efficient
out as that would have meant similar duty cuts
by the developing world and the industrialised
nations.

What is your view on the criticism back
home over India’s performance at Hong
Kong?

We have managed to protect all defensive inter-
ests. We are not giving away market access in
agriculture or industrial goods and the effortis to
protect the interests of our farmers. Special
products and special safeguard mechanism
(SSM) were suggested by us and the Hong Kong
ministerial has accepted the same. The concept
of “less than full reciprocity’ has also been ap-
proved. More importantly, we have also made it
dlear that we will not be bulldozed, as it used to
happen in the past.

We had done extensive consultations with po-
litical parties before the Hong Kong ministerial to
arrive at a dlear stand on key issues. What we
have done at the ministerial is what we decided
to do on the basis of the inputs available to us. I
will meet representatives of all political parties
and explain to them the benefits for India. It is
necessary for everybody to have a doser look at
the implications of the Hong Kong dedarations.

It is necessary for everybody to have a
closer look at the implications of the
Hong Kong declarations. I will meet all.
political party leaders and explain to

them the benefits for India.

The Buropean Union has also dimbed down from ts
initial position that no end-date would be specified for
phaseout of subsidies. It was important to set a dead-
line for phasing out these subsidies. Our demand was
that they should goin five years. In any case, the Hong
Kong dedlaration dearly states that a substantial por-
tion of these subsidies would be phased out during the
initial period of phaseout, indicating that there will be
significant progress by 2010. We will not allow back-
Joading of the phaseout and rather insist on front-
loading so that farmers in poor countries get some ad-
ditional market access during the phaseout period.
While we claim that Hong Kong was successful
for developing countries, we have agreed to
the Swiss formula for tariff cut bindings in the
case of industrial products. Is it a price that we
have paid for elimination of farm export subsi-
dies by 20137

The Hong Kong declaration mentions clearly that
there will be multiple coefficients to the Swiss formu-
la rather than a single uniform number. A different
co-efficient will apply to developing countries, mak-
ing their commitment far less burdensome as com-
pared to rich nations. This is exactly what we have
been demanding. In fact, the joint proposal on non-
agriculture market access (NAMA) from India, Brazil

We have not gained on services where a
breakthrough was elusive at Hong Kong?
There was no possibility of ‘full modalities’ (de-
tailed agreements) at Hong Kong and we knew
this from the beginning. However, we have man-
aged to give a push to the services negotiations by
setting new deadlines for fresh offers as well as ne-
gotiations. The WTO has also agreed that mem-
bers should improve their offers. Rather than go-
ing by the time-consuming ‘offers & request’
mode, we now hope to take a faster route towards
services negotiations. Rather than the entire WTO
membership, the countries interested in services
market access can catry out constiltations and work to-
wards an agreement to further open up this segment.
We do nothave specificson NAMA and progress
in this area has now been linked to agriculture?
The next months will be crucial for NAMA talks and
agriculture. Modalities have to be worked out and we
need to have all the numbers in front of us. This
means tough negotations in 2006 which should
hopefully see a good agreement signed to implement
the DDA. While ample scope is available to protect
sensitive segments and infant industries, we would
also struggle hard to ensure that commitments aris-
ing out of NAMA negotiations do justice to the con-
cemns of developing countries.

In any case, we have been carrying out au-
tonomous reduction in our import duties to provide
more market access to our partners. The situationis
positive and we are focusing sharply on obtaining
more market access for Indian goqds and services.
This will be our stand at the mini-ministertals expect-
ed in 2006 and also at the next ministerial which
might take place in Geneva. We will also continue to
consult with political parties and the domestic indus-
try to achieve a good deal in NAMA. To some extent,
most sections of Indian industry are in a position to
live with some reduction in industrial tariffs.

Che Econuomic Time.
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Explain WTO gw :
pact to farmers,
Badal tells PM,., ¢

"By agreeing to subsidy reduction India has

signed on the death warran

Staff Correspondent ) 1')’\\

CHANDIGARH: Shiromani Akali
Dal president Parkash Singh Ba-
dal has said that by agreeing to
the “subsidy reduction clause”
in the recent Hong Kong round
of WTO negotiations India had
virtually signed on the death
warrants of millions of belea-
guered farmers of the country.

In a statement here, Mr. Ba-
dal asked the Prime Minister to
explain to the farmers how a
reduction in subsidies to them
was a cause for celebration.

He said India ended up walk-
ing into the trap laid by the de-

veloped countries  whose
farmers can do without farm ex-
port subsidies.

“It is amazing that the Union
Government is seeing a victory
in the subsidy reduction clause
without realising that any re-
duction by developed countries
will have to be matched by a
similar cut by the farm-oriented
developing nations like India.
For acountry where farmers are
committing suicide because of
inadequate government sup-
port, this is a shocking devel-
opment and one that will sound
the death knell of farm sector in
India,” said Mr. Badal.

The Akali Dal chief said India
should have pressed for an en-
hanced subsidy regime for the
developing countries while ad-
vocating a cut for the developed
nations to account for the vast
disparities in ground realities
affecting farmers in the two
worlds.

f farmers"”

e India ends up in walking
into ‘trap’ faid by
developed nations

» Baial wants enhanced
subsidy for Indian
farmers

o Reciprocal guarantees

from rich nations ‘absent’
o

Agriculture in India was in a
state of doldrums and needed
major doses of governmental
assistance even for Dbasic
subsistence, Mr. Badal said,
adding that there was no level-
playing field for farmers in the
developed angl developing
countries.

Referring to the absence of
any reciprocal guarantees from
the developed world, Mr. Badal
said, “Too much has already
been conceded for no gains to
show for our farmers.

With no forward movement
in the service sector and with
vague promises on industrial
tariff cuts, it is clear that India
came back with its pockets
picked from Hong Kong.

The victory claimed by the
G-20 assumed menacing impli-
cations under the circumstanc-
es,” said Mr. Badal.

Echoing the views expressed
by eminent opinion makers in
the country, Mr. Badal said the
size and nature of agricultural
exports had already reduced
subsidies on farm exports to a
sideshow.
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Kamal Nath
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NEW DELHI: India has not n%de
any compromise at the Hong
Kong Ministerial conference of
the World Trade Organisation
(WTQ). It has managed to pro-
tect its interests in two crucial
areas of agriculture and indus-
try. The concerns of the Left par-
ties are “misplaced,” Commerce
Minister Kamal Nath said on
Tuesday.

Mr. Kamal Nath, who return-
ed on Monday from the WTO
meet, denied charges that India
did not support other members
of the G-20 coalition of devel-
oping countries on the issue of
fixing a date for developed coun-
tries to end export subsidies.

“This is not true. We fought to
the last,” he said. It was China,
which initially insisted on an
end date, and India extended
support. The common agricul-
ture policy of the European
Union would end in 2013, Con-
sequently, the final declaration
said the substantive amount of
export subsidies would be elim-
inated by 2010, while the entire
system would have to be dis-
mantled by 2013,

On the concerns raised by the
Communist Party of India
(Marxist) that the Government
failed to protect the interests of
farmers at the meet, he said the

fears of the Left were misplac
and he would be meeting th€ém

shortly in this regard.
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Our Delhi Bureau
20 DECEMBER

OMMERCE and indus-
C try minister Kamal Nath

said on Tuesday India
would not reduce import duty
on key items like edible oil, sug-
ar and foodgrain. “There’s no
commitment to reduce duties
on agri products. We have
made special provisions to pro-
tect the interests of our farm-
ers,” he said at a media briefing
here after his return from the
Hong Kong ministerial.

Indian farmers will get en-
hanced market access as the
Hong Kong agreement will
force industrialised countries
like the US, France and Ger-
many to phase out export subsi-
dies on farm products.

Kamal Nath refuted the
chargeslevelled by the Left par-
ties. He said: “We will convince
them. Export subsidies were
distorting trade in a big way due
to their direct impact,” Mr Nath
pointed out.

Due to pressure from the de-
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veloping countries, the Euro-
pean Union (EU) and the US
have agreed to phase out farm
subsidies by 2013.
Emphasising that the farm-
ers’ interests have been spe-
cially protected, the minister
added that there was no ques-
tion of committing any reduc-
tion in customs duty on sensi-
tive agriculture products.
These items will be covered
under the provision for special
products, which will be ex-
empted from duty cuts.

reduce farm duties
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Davbs to host WTO
mini-ministerial meet

Our Delhi Bureau

20 DECEMBER

FTER a week of stormy discussions at Hong Kong, the

scene for global trade liberalisation talks is shifting to

the cooler climes of Europe. While the World Trade
Organization (WTO) secretariat is gearing up to organise a se-
ries of meetings in Geneva after the New Year holidays, efforts
are now on to hold an informal ‘mini-ministerial’ meeting at
Davos. The Davos meeting will involve key trade ministers
who are expected to travel to Switzerland for the World Eco-
nomic Forum (WEF) meeting in January.

Commerce & industry minister Kamal Nath is expected to
attend the mini-ministerial along with representatives of the
US, European Union, Brazil and a number of other key trade |
ministers. “Since most trade ministers will anyway be travel-
1ing to Davos for the WEF conclave, it makes sense to hold a
mini-ministerial there.

It will save time for everybody, senior government officials
said. Incidentally, India is the theme of the 2006 WEF con-
clave. As the April 30 deadline for the finalisation of modalities
of the agreement is not very far, trade ministers have to start
work from January at the latest.
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Dissent on WTO de

N
Ay yog

New Delhi, Dec. 19: The deal
at the WTO ministerial sum-
mit in Hong Kong is under at-
tack from within the govern-
ment. Ministries feel that
India has agreed to the Swiss
formula of steep industrial
tariff cuts and talks to open up
its financial and banking sec-
tors at a faster pace, without
significant concessions on the
farm front.

India should have forced
further delays in cutting in-
dustrial tariff or reworked the
Swiss formula, which calls for
reductions in the case of prod-
ucts with the steepest customs
duties, a plan panel adviser
told The Telegraph. “These
are usually products that are
most vulnerable to foreign
competition. This is why there
is a strong wall to protect
them,” the official pointed ouit.

Officials said the Indian
delegation may face attack at

home on this count not only
from the usual Left and NGO
opponents but also from vari-
ous government departments
which are not happy with the
negotiations.

“In return, we did not even
succeed in persuading Euro-
peans to stick to the earlier
deadline of 2010 for eliminat-
ing export subsidies ... the
goalposts have been set back
by three years,” the official
said. A section of the govern-
ment is concerned that export
subsidies, which are to be
eliminated over eight years,
are just $3 billion or less than 1
per cent of the total subsidy
bill of $352 billion.

India will have to cut tariff
on 600 farm goods from 2008,
while being able to protect
about 50-80 products. While
the product details are yet to
be worked out, the fear is that
for “every line opened up, sev-
eral hundred thousand farm-
ers could be hit”.

“The need to accelerate in-

strlahsatlon 0 t)i rural

hmterland through successful
food processing chains is actu-
ally underlined by the deal ... if
we cannot produce jobs for the
farmers who will be thrown
out of employment in the
product lines which we open
up, we could have more cases
of farmers reduced to
penury,” officials said.

The inability of the gov-
ernment to gain anything im-
mediately on the services
front will also make the deal
hard to defend at home, said of-
ficials. The Left parties have
already criticised the deal on
services, which will allow
talks to open up health, educa-
tion, financial services and
telecom, possibly without any
FDI caps.

“FDI caps have proved to
be the big sticking point for
this coalition government.
The Congress government
will have a tough time getting
its allies to go along on this
front,” officials said.
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India’s concerns

fully addressed, .. -
says Kamal Nath-

069
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“Grand coalition” helped clinch deal at WTO

P. K. Bhardwaj

NEW DELHI: Commerce Minister
Kamal Nath said on Monday the
agreement at the Ministerial
Conference of the World Trade
Organisation in Hong Kong not
only addressed the concerns of
both the agriculture and indus-
trial sectors but would also in-
crease India’s farm and
manufacturing exports.

“The agreement fully secures

ensures that no subsidy-ridden
farm products are exported to
India ... the phase out of export
subsidies by developed coun-
tries will also give Indian farm-
ers a chance to compete in the
world market,” said Mr. Nath on
his arrival here.

The declaration envisages
that the developed countries will
eliminate their export subsidies

2 0 NFf goes

the concerns of our farmers. It (‘

by 2013 while reducing them
substantially by 2010.

Mr. Nath attributed the “suc-
cess” to the strategy of India
forming a grand coalition of de-
veloping countries (G-110) at the
sixth WTO Ministerial that end-
ed on Sunday. He said the agree-
ment  protected domestic
farmers against a surge in im-
ports through the provisions of
Special Products (SPs) and Spe-
cial  Safeguard Mechanism
(SSM) that had been included in
the Ministerial declaration.

Under SPs, India and other
developing countries would not
have to cut tariffs on a specific
number of products, while SSM
incorporates both price and vol-
ume triggers to check a surge in
cheap imports.

The Minister, who played an
active role in shaping the out-
come, said the agreement laid

THE HNCU

the basic principles of trade ne-
gotiations and the modalities
would be worked out next year.
He said the agreement took on
board the concerns of industry,
since the developed countries
would have to reduce tariff
peaks and tariff escalations on
products from developing na-
tions. Further elimination of
tariff peaks and escalations
would result in greater market
access, as developed countries
would not be able to put higher
duty for value-added products

such as leather and textiles, he !

said. Importantly, the Declara-
tion includes principle of “less
than full reciprocity,” as a provi-
sion, which will govern all mar-
ket access commitments.

“No achievement’: Page 12
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WTO revised draft ,-.»
evokes mixed response

Cll hails it; disappointing, says FICCI w’c\; | \%\\q/

N. Ravi Kumar

HONG KONG: The World
Trade Organisation’s re-
vised draft for its ongoing
ministerial conference
here, which was released on
Saturday, evoked a mixed
response from the leading
Indian industry bodies.

The Confederation of In-
dian Industry (CII) wel-
comed it and said
acceptance of the concept
of multiple co-efficients in

the NAMA (Non-Agricul--

ture Market Access) formu-
la was a  positive
development.

There, however, were
certain critical elements
that needed to be urgently
addressed in NAMA, in-
cluding the lack of adequate
focus on the critical issue of
‘flexibilities’ in the text on
industrial tariffs. The CII,

~

H

L
Y

its vice-president R. Sesha-
sayee said in a statement,
would like to see the NAMA
text given a lot more flesh in
the area of ‘Special and Dif-
ferential’. treatment and
flexibilities. A separate para-
graph amplifying this was re-
quired, he said.

It wanted the NAMA text
to explicitly enable develop-
ing countries to keep some
sensitive sectors unbound
and a few other sectors to
have flexibility to less-than-
formula cuts in tariff.

From the Indian perspec-
tive, Mr. Seshasayee said,
“the text on agriculture is
adequate and is likely to pro-
vide for the food security and
livelihood concerns that im-
pact a large number of small
and marginal farmers in the
country.”

However, in the areas of
real reduction of export sub-

L £ S I
FET VI

“sidies and domestic support

there needs to be more pro-
gress, he said.

“Unacceptable”

The Federation of India
Chambers of Commerce and
Industry, however, ex-
pressed deep disappoint-
ment over the revised draft.
FICCI secretary general
Amit Mitra said it failed to :
“correctly reflect the posi-
tions and views of a large
number of developing coun-
tries and so required funda-
mental changes in the
NAMA section.

It called upon the Indian
government to reject the
present draft on NAMA so
that ‘flexibilities’ are not
sidelined and the business
would not have to face the
sharp reduction in tariff
rates in a compressed time- |
frame.
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WTO inches towards elusive deal

HT Correspondent
Hong Kong, December 17

EVEN AS protests by thousands
of activists opposing free trade
turned violent, the 150-member
WTO trade ministers seem to be
inching towards a compromise
deal on trade in goods, services
and agriculture.

With some impending chan-
ges, a final deal is likely to be
hammered out overnight with
the G-110, led by India and Bra-
zil, finally agreeing to come on
board in the proposed trade dec-
laration to be adopted on Sun-
day at the sixth WTO ministeri-
al conference.

This was evident from the re-
action of several trade delega-
tions and interest groups after
the draft trade declaration was
circulated by WTO director gen-
eral Pascal Lamy. The likelihood
of breaking the impasse was ev-
ident after Lamy had a two-hour
meeting with all the trade min-
isters late on Saturday night.

The backstage informal con-
sultations are expected to con-
tinue late into wee hours of Sun-
day to thrash out the final trade
package.

India seems to have succeeded
in its bid to protect the farmers’
interests by ensuring the two
separate windows — Special
Safeguards Mechanism and Spe-
cial Products — that would be
used as defensive shields
against any large-scale dumping
of farm products by rich na-
tions.

Indian negotiators divulged
that at least 70-80 agriculture
products could bé shifted into

place” for reducing the tariff
rates on agriculture goods.

Both India and Brazil have
said that on industrial goods
their demand for less than full
reciprocity in tariff reductions
and flexibilities on dealing
with imports as well as dump-
ing must be built into the trade
deal.

The Indian industry bodies
were, meanwhile, divided on the
issue of tariffs on industrial
goods. While the Confederation
of Indian Industry (CII) and As-
socham were willing to go with
the proposed formula, the Ficci
expressed -its ‘deep disappoint-
ment’ on treatment of tariff on
industrial goods.

Ficci secretary-general Amit
Mitra expressed his dismay over
adoption of a Swiss formula
without inbuilt flexibilities for
developing countries in reduc-
ing tariffs. Assocham has also
pointed to absence of such flexi-
bilities.

Kamal Nath, on the other
hand, emphasised the need for
immediately going ahead with
modalities for negotiations on
services. He also asked the WTO
leadership to commence negoti-
ations on Trade Related Intellec-
tual Property (TRIPs) and bio-
diversity issues.

Riot police use pepper spray on a South Korean protester as they clash near the Hong Kong Convention and Exhibition Centre on Saturday.

these windows to prevent large-
scale imports. There are about
660 agriculture products that
may have to be considered for
tariff cuts after becoming party
to the deal.

The EU and US have, report-
edly, sunk their differences to

agree for phase out of all export
subsidies on farm products by
2010, thereby allowing some leg
room for countries like India
and Brazil to enter their farm
markets.

Addressing reporters, com-
merce and industry minister

Kamal Nath said, “The basic
draft has addressed some of our
concerns, while others have to
be addressed during next 20
hours”.

He said that the solidarity
amongst the developing and
least developed countries has

frustrated the attempts of rich
countries to “divide and rule”
on trade issues. “Hence, perpet-
uation of inequities in global
trade seem to be coming to an
end,” Kamal Nath said.

He demanded that a “simple
linear formula must be put in

Meanwhile, Brazilian Presi-
dent Lula had a telephonic con-
versation with Prime Minister
Manmohan Singh during last
two days to evolve a common
strategy at WTO. It is learnt that
the duo would seek a meeting of
the world leaders at an appro-
priate time to resolve any unre-

battle for fre
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A shrewd politician, Congressman to the core and a tough negotiator, commerce
and industry minister Kamal Nath is aggressively articulating our position at the
ongoing World Trade Organisation ministerial conference

K.A. Badrinath
Hong Kong

Why is the WTO looked upon as some kind of a
monster?

WTO is a multilateral trade body which puts to-
gether the rules for global trade. India, as one of
the important members, has played a significant
role in the trade negotiations since the WTO
came into being. I believe that the WTO should
evolve as a forum not only for free trade but also
fair trade.

Why has agriculture become the focus of the trade
talks for India?

The current trade negotiations are termed the
development round as mandated at the ministeri-
al conference at Doha in 2001. Agricultural trade,
rural development and the subsistence of 650 mil-
lion farmers has become the focus for trade nego-
tiations. Agriculture is also the most seriously
flawed sector in world trade. This is so because of
the distortions and artificiality in the prices of
farm products owing to the huge subsidies given
to farmers by the US, European Union and Japan.
As aresult, Indian farmers have been subjected to
depression in commodity prices in international
markets. They cannot compete with low global
prices for agricultural products. The biggest and

most serious issue is that developed countries see
nations like India as export markets. The only de-
fence mechanism against the onslaught of heavi-
ly subsidised products is import duties.

What are the other concerns India tried to address
at the WTO?

Apart from export subsidies, a high level of do-
mestic support given by developed countries to
their farmers has induced trade distortions in ag-
ricultural products. We have opposed, tooth and
nail, the continuation of these trade-distorting
domestic subsidies. Protecting the export interes-
ts of our farmers is another major area. Current-
1y, we export over US $ 7 billion worth of agricul-
tural products to a range of countries. With rega-
rds to agricultural trade, India has not only spo-
ken for itself, but also the the developing and poor
countries by sewing an alliance with 110 of them.

What was your mandate from the UPA govern-
ment?

I came here to protect the export interests of
our farmers as well as the industry. The stum-
bling block in preserving and furthering our ex-
port interests are non-tariff barriers (NBTS),
misuse and abuse of anti-dumping laws by de-
veloped countries. In the post-MFA (multi-fibre
agreement) era, several tariff and non-tariff bar-

riers have been put up by developed countries to
deny Indian textiles and garments entry into
their markets.

Whilethereisa great potential for our basmatz
and non-basmati rice exports, the US, EU and
Japan protect their rice markets artificially. The
fight is for the subsistence of our farmers who
earn less than a dollar vis-a-vis a billion dollar
per day subsidy given out by rich countries to
their farmers.

How is India perceived at the WTO?

India is seen as a force to reckon with, as a ne-
gotiator having the potential to engage the world
on trade issues and be seen as a major economic
power. Developing and under-developed coun-
tries look upon India for suppoyt, advice and
guidance. The evolution of G-110 demonstrates
that India can be the rallying point for the least
developed, developing and small economies that
continue to be subjected to trade distortions.

We have not heard much about the
geographic indicators..

In the WTO scheme of things, French wines
and spirits enjoy the GI rights. But once the rules
are made and the GI register is open, I am sure
our basmati rice, Datjeeling tea and haldi will
make it to the patents list under the GI category.




India refuses to budge on farm front”

South Korean anu-globalusatnon protesters wave ﬂags during a demonstration on the sidelines of
the sixth World Trade Organisation (WTO) ministerial meeting in Hong Kong on Friday. — AFP

Dec. 16. — India today refused to

move from its position on the agricul--

ture issues at the ongoing World Trade
Organisation (WTO) ministerial here,
insisting upon an end date for removal
of farm subsidies by the . developed
countries.

As the trade talks entered into the
fourth day, reports of some amount of
shove and prod emerged from the

‘green room’, lending optimism. to a
possible convergence by Sunday. Last
night’s closed door meeting by select
represéntatives of the various member
country groupings — G-20,'G-33 and
G-90 apart from the US and the EU
— appeared ta put a few chips on the
negotiating table, one of them being
the brokering of a text outlining a
package for the least developing coun-

“tries (LDC). -

However, the ‘green room’, so called
after the WTO' secretary eral’s

AN

office in Genéva, also saw India ruling
out movement in- industrial tariff
reduction without flexibility to protect

Jits domestic industry, a position held -

by the developing countries. “India is
standing firm on the issues of interest
to it in the key sectors of agriculture
and NAMA (non-agriculture market
access),” commerce and industry min-
ister, Mr Kamal Nath said at an infor-
mal meeting at the end of the four-
hour long hectic parleys. “We want an
end date for elimination of export sub-
sidies along with Special Products and
Special Safeguard Mechanisms.”

He said India has made it clear it will
not agree on any formula for tariff
reduction on industrial goods until the
“flexibilities” for developing countries
are specifically expressed in the draft
text, for which intense negotiations are
currently underway.

Mr Kamal Nath explained how
such subsidies kept the prises of agri-
cultural products in the international
market at artificially low levels and
adversely impacted on the interests
of poor farmers in developing coun-
tries like India who were not able to
get -remunerative returns for their
produce.

In order to safeguard the interests of
Indian agriculture in' the ongoing
Doha Round of negotiations on agri-
culture, the G-20 — of which India is a
founder member — has also sought

elimination of all forms of export sub-

sidies by a credible end date. .
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Hong Kong, Dec. 15: India
was backed by China, Japan
and several other members of
the G20 at the WTO negotia-
tions today as commerce min-
ister Kamal Nath dug in his
heels over opening up the agri-
cultural sector.

Nath told EU trade com-
missioner Peter Mandelson
and US trade representative
Robert Portman that no dis-
cussion could take place on
lowering tariffs in the agricul-
tural sector without providing
flexibility for special products
and a safeguard mechanism
for farmers.

No major breakthrough is
expected in the current round
of WTO talks. The western
countries are hammering out
a free trade package for least
developed countries, which is
being seen as a spin to the ac-
tual development agenda of
the WTO.

Commerce minister
Kamal Nath today admitted
that there was a move to split
the ranks of developing coun-
tries. The G20 will be holding
another round of discussions
to draw up a coherent strategy
with the LDCs tomorrow.

Mandelson was at the re-
ceiving end today as ministers
of the G20 countries and the
US mounted pressure on him
to come out with an end date
for eliminating the export sub-
sidies that the EU extends to
its farmers.

A South Korean farmer
weeps during a candlelight
vigil to oppose the WTO
conference in Hong Kong on

Thursday. (Reuters)

It was agreed in the July
2004 framework agreement of
the WTO that these export
subsidies should be eliminat-
ed but the specific date by
which this should be done has
still not been agreed to.

However, the EU wants to
use the end date issue as a bar-
gaining chip to extract conces-
sions from its negotiating
partners.

Mandelson wants the G20
countries to lower tariffs in
the industrial sector in return
for an announcement on the
date for ending export subsi-
dies and scaling down of do-
mestic support to agriculture.

However, Nath told him the
agriculture issue could not be
linked to industry just as the
issue of visas for Indians
could not be linked to industry.

THE TELEGRAPH
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CoL
Balance shifts between
secular and Islamist Iraq

The divide between Sunnis and Shias is only the

most visible political fault line.

\ l\\ \9 s g

Jonathan Steele

YAD JAMAL ELDIN recejves his

visitors in an extraordinary pavilion
made of reeds, bent into huge arches to
form a barrel vault above a carpeted
floor. It is the typical guestroom of any
leader of Iraq’s Marsh Arabs but, in
Baghdad where it was recently put up in
the garden of a villa beside the Tigris, it
ooks exotic.

Even more exotic is the fact that Mr.
Jamal Eldin is a prominent Shia cleric
and scholar who believes in a secular
state. “In a covert way the new constitu-
tion laid the basis for religious rule. This
is one of its weak points. 1 have consis-
tently called for religion to be kept out of
politics,” he says.

With views like this, it is not surpris-
ing he is not on the candidates’ list put
together by the Shia Islamists known as
the United Iraqi Alliance. They are the
dominant partner in Irag’s current gov-
ernment. Instead, he represents the
large group of secular politicians who
call themselves the Iragi National List,
and is its top candidate in his native
southern province of Dhi Qar.

While the contest between Sunnis and
Shias has gained most international at-
tention during recent months, Mr. Ja-
mal Eldin believes the struggle between
secular and religious forces is equally
important. Like many Iraqis who favour
a secular state, he hopes the Islamists’
preponderance can be reversed this
week.

In Baghdad the Iraqi National List-has
given its top slot to Ayad Allawi, who was
Prime Minister until April this year. So
the slate is often known as the Allawi list.
In fact it is no longer dominated by one
man, which is why its supporters are
hoping it will do better than in the first
election in January.

In that poll the secular forces were
divided. Mr. Allawi ran alone, hoping his
position as Irag’s incumbent leader and
image as a champion of tough-minded
counter-insurgency would be enough to
keep him in the post. He won 40 seats in
the 275-member parliament, but it was
not enough to allow him to make a deal
with other parties and remain Prime
Minister. Mr. Allawi is a Shia, but Irag’s
majority Shia community saw the Janu-
ary poll as a historic chance to reverse
decades of discrimination and exert
their muscle by voting for religious lists
that were unashamedly Shia.

14 pEc opn
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A big question in Thursday’s poll is
whether things have changed, 11 months
later. This time Mr. Allawi has joined up
with almost all the other secular parties,
including the Communists, who com-
mand support in many southern cities.
Adnan Pachachi, a veteran Sunni liberal
who was Foreign Minister in the days
before Saddam Hussein’s rule, is also
with him.

The Shia religious parties clearly see
the Allawi-led list as their main oppo-
nents. Its posters are regularly torn
down from walls in southern cities and
Mr. Allawi himself survived an assassi-
nation attempt in Najaf a week ago.
Dirty-tricks posters claim he is a new
Saddam who wants to restore Ba'athist
rule. Several factors suggest that the reli-
gious list, which uses a candle as its logo,
will lose support.

Though many blamed Mr. Allawi for
failing to solve security, power and un-
employment problems, Ibrahim Jaafari,
the present Prime Minister, is criticised
for the same inadequacy. He is unlikely
to remain in his job.

Most analysts think the candie list will
win a maximum of 120 seats, compared
with 140 in January.

Another factor pointing towards a
possible slippage in the Shia list’s sup-
port is the hands-off position of Grand
Ayatollah Ali al Sistani, the sect’s most
respected leader. In January he en-
dorsed the candle, but this time his
message is less clear.

He has urged Shias to vote for a reli-
gious party but has not said which one he
has in mind. The difference may be aca-
demic, since few parties fill this bill other
than the United Iraqi Alliance. Its cam-
paign workers are certainly treating it
that way.

Posters showing the Grand Ayatol-
lah’s face and the candle are visible ev-
erywhere. One new source of potential
strength for the list is that Mogtada al
Sadr, the radical young cleric, has 30
followers on it.

Mr. Allawi hopes to appeal across sec-
tarian lines. A guarter of his list in Anbar
province consists of former Ba’athists.
But for many he is tarred by his support
for the U.S. attack on Fallujah last year.
Among Baghdad’s middle class he is pop-
ular, but whether he can do better than
the 40 seats he won in January remains
the secularists’ major challenge. —
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Shaky mﬁm_um . —E:m Kong pulpit

S.P.S. PANNU “

Hong Kong, Dec. 12: Oo:::mwom minis-
ter Kamal Nath today pricked the balloon
of expectations soaring over Hong Kong,
saying India would not plunge headlong
into the trade agreement that has eluded
the world for long.

Talking to reporters after meetings
with European trade commissioner Peter
Mandelson and WTO director-general
Pascal Lamy, Nath said he had driven
home the message that the developed
countries would have to lower tariffs and
remove non-tariff barriers on textiles
and leather products if an agreement is to
be reached.

He pointed out that the imposition of
anti-dumping duty on Indian textiles and
leather goods was a big obstacle to the
country’s exports. As soon as a Western
country imposes the levy, export margins
on these products are squeezed.

In agriculture, he reiterated that India
would like the advanced countries to set a
specific date for eliminating export subsi-
dies and reducing domestic support to
farmers. Imports of subsidised farm
goods from the West will also not be al-
lowed. Instead, India will seek to export
more.

Nath even said India was ready to take
the blame of any failure if its concernson
agriculture were not addressed. "No WTO
process can isolate India. The talks can-
not be completed without us on board. We
are ready to take the blame if our con-

Y

Commerce minister Kamal Nath
in Hong Kong on Monday.
(AP/PTL)

cerns are not addressed. We are not here
to make statement of good intentions.
There could be no agreement in dribbles,”
he added.

Asked if the European Union must
make improved offers in agriculture,
Nath said the trade bloc must move for-
ward as the July framework agreement
(of 2004) clearly mentions that export sub-

sidies must be eliminated. "If they have
internal problems, it is their problem. We
are not here to solve their problems," he
added.

The minister said there are 65 to 70
agricultural products considered “spe-
cial” to the livelihood of its farmers.
Cheap imports could not be allowed in
these items.

In a strong rear-guard action, the min-
ister held meetings with the group of 20
countries comprising India, China,
Brazil, South Africa and Argentina to
consolidate the strategy of the developing
countries against those from the West.
The flurry of parleys included talks with
Brazilian trade minister Celso Amin and
Pakistan commerce minister Humuyan
Akhtar.

Nath admitted the advanced countries
were trying to split the developing nations
to get an edge in the talks. However, he was
confident the strategy will not work.

Tonight, the minister said he would
meet the “five interested parties” com-
prising the US, Australia, Brazil, the Eu-
ropean Commission and India. Striking a
more conciliatory note, he said it was im-
portant for multilateral trade that the ne-
gotiations at the Hong Kong meeting
make some progress. “But the question is
whether the progress is in inches, in steps
or a leap forward,” he said.

Asserting India’s strength as a pivot in
the G 20 and G 33 groups, Nath said the
WTO talks cannot move forward without
taking India on board.

Celebrity
parade for
the poor

OURSPECIAL
CORRESPONDENT

Hong Kong, Dec. 12: Nobel
laureate Joseph Stiglitz, for-
mer Irish president Mary
Robinson, west African singer
Angelique Kidjo and Mexican
actor Gach Garica Bernal.
What binds them for a cause?
They have all descended at the
convention centre to join a
swelling phalanx of WTO
baiters who believe the talks
will starve the poor nations of
their fair share while the rich
feast.

As the Hong Kong police
struggled to keep the raucous
dissenters at bay, the line-up of
celebrities stepped up their
campaign against what they
called was an “exploitative”
mulitilateral trade order now
in the works.

Stiglitz, a professor at Co-
lumbia university, is deliver-
ing a series of lectures at the

foreign correspondents club
here to highlight the unequal
nature of trade agreements
sought to be foisted on the
poor.

Robinson, the head of
Oxfam, criticised the draft of
the WTO ministerial. Singer
Kidjo is lending his voice to
echo the cause of the least de-
veloped countries and high-
light the raw deal the African
cotton farmers are getting. He
tears WTO chief Pascal
Lamy’s “cotton dossier” to
shreds.

Protest spill-over

These are tough days for Hong
Kong police, which had to bat-
tle with a throng of 3,000-4,000
activists lunging towards the
convention centre. Attired in
their immaculate blue uni-
forms with ties to match, tot-
ing state-of-the-art pistols and
wireless sets, the cops moved
with clinical efficiency to keep
the venue clear of vandals.

Lam Sair Ping, a Chinese
journalist covering the event
for a local daily, said security
in the area had never been so
tight. Even sportsmen from a
nearby stadium are staying
home and a busy ferry service
is closed to the public.
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“Congress avoiding discussion
on WTO, says BJP leader <

‘Consensus possible if ruling front facilitates a debate’

PN
Special Correspondent') N

ye)
JAIPUR: Former Bharatiya Janata
Party president Murli Manohar
Joshi accused the Congress par-
ty of “escaping” a discussion on
the World Trade Organization
(WTO) related aspects. “The
Congress Governments always
escaped discussions on the mat-
ter.

Farm front

The issues involved, especial-
ly on the agriculture front,
should be discussed within and
outside Parliament so that a
consensus emerges on the stand
the country should take,” he
said.

Talking to media persons here
on Saturday, Dr.Joshi said dur-

e
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ing the National Democratic Al-
liance Government the then
Commerce Minister, the late
Murasoli Maran had defended
India’s interests effectively in
the meeting at Doha. Later,
Arun Jaitely, the Minister con-
cerned, also carried forward the
voice of India and the other
developing nations before the
developed countries.

Serious implications

“Now I have a feeling that all
those who show a brave face
here grow weak and succumb to
pressures once they cross the
shores,” Dr.Joshi said. “The rul-
ing front did not hold any dis-
cussion on WTO related issues
within Parliament or with the
people. The issues are of serious

g
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implications to the nation,” he
said. Parliament could have set
guidelines for the forthcoming
WTO ministerial meeting in
Hong Kong. “There can be a
consensus on the issues if the
ruling front facilitates a dis-
cussion,” he said.

Food security

DrJoshi said the country
should not allow any agreement
which would endanger the farm
sector.

“The rich countries which
provide an overall 400 billion
dollar subsidy to the agricultu-
ral sector annually should set a
time- frame to reduce their sub-
sidies,” he said. “What is at |
stake is India’s food security,”
he added

e




WTO: Lett to demand

Parliament discussion. q m

Protest planned to send a “warning” against Hong Kong me

Special Correspondent

NEW DELHI: In a move to step up
pressure on the Government
ahead of the crucial World Trade
Organisational meeting at Hong
Kong this month, the Left and
other parties have asserted that
they would demand a discussion
in Parliament.

At a convention organised
here to ahead of the December
13-18 Ministerial round, it was
decided to organise mass pro-
test/rallies in various places, in-
cluding Delhi, to send a
“warning” against it. In addition,
conventions were to be orga-
nised to coincide with the meet-
ing.

Karat’s demand

“The nation must be taken in-
to confidence, the Government
will have to give a statement [in
Parliament] on its approach to
the WTO agenda,” the Commu-
nist Party of India (Marxist) gen-
eral secretary, Prakash Karat,
said at a seminar by the Indian
People’s Campaign against WTO
here on Saturday.

Mr. Karat said when the Left
parties in a meeting with the
Government said they wanted a
discussion in Parliament before
the Ministerial round, the mess-
age was that the Left should re-
frain from raising the issue so
that the Government’s hands
were not tied.

“If Parliament cannot discuss
where can we discuss this issue...
this proposal is not agreeable,”
he said, adding the Government

0 4 DEC 2005

» "If Parliament cannot
discuss where can we
discuss this issue...”

« International agreements

- signed by the
Government shoufd be
ratified by Pariiament

+ Government under
pressure from the U.S.

was under pressure to agree to
the proposals, including Agri-
culture, Non-Agricultural Mar-
ket Access, General Agreement
on Trade and Services and
Trade-Related Intellectual
Property Rights.

To provide an instance of the
damage caused by the WTO to
the farming community, he said,
suicide of farmers had gone up.
In Wayanad district of Kerala as
many as 57 farmers took their
lives due to agrarian crisis.

The CPI general secretary,
A.B. Bardhan, and the former
Prime Minister, V.P. Singh, said
international agreements
signed by the Government of In-
dia should be ratified by
Parliament.

Manoj Bhattacharya of the
Revolutionary Socialist Party
said the Manmohan Singh Gov-
ernment was under pressure
from the United States, which
was also “dictating” the coun-
fry’s economic policies. “If the
Government cannot take care of
the interest of 70 crore people
whose lives depend on agricul-

ture what are they for,” he
'
'\5 (1 2RI
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asked. L\‘

Mr. Bhattacharya said the
Government should remember
that the ruling coalition was be-
ing supported by the Left par-
ties, a point that was also
underscored by the CPI Secre-
tary, Amarjit Kaur, who said mi-
nus the Left parties the UPA was
in minority.

Suggesting that the Left par-
ties intensify struggle and en-
sure that a strong message goes
from the country at a time when
the Hong Kong round was on,
the CPI (M-L) general secretary
.Dipankar Bhattacharya said the
fight was not just against the
WTO but the Government too
which makes economic policies
to support the international
obligations.

Speaking in a similar vein, Sa-
majwadi Party leader Sunilam
said the real fight should be
against the Government which
agrees to WTO clauses without
even discussing the implica-
tions of such agreements evenin
agriculture, a State subject.

G. Devarajan (All-India For-
ward Bloc) said the entire at-
tempt was to capture every
sector and said the effort was to
enlarge trade to services sector
something that was not envi-
saged earlier.

S.P. Shukla, former bureau-
crat, who was the convener of
the convention, said the agree-
ment on agriculture had dee-
pened the crisis in the sector.
GATS that includes basic ser-
vices was in corporate interest,
he said.

a
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India unhappy

Times News Network ' j1”

New Delhi: India has expressed
disappointment over the first
draft text for the Hong Kong
WTO ministerial conference. In
a statement made at the Trade
Negotiations Committee meet-
ing at WTO in Geneva, com-
merce secretary S N Menon said
the draft does not focus on de-
velopment concerns, a major is-
sue of Doha round of talks.

Meanwhile, commerce and in-
dustry minister Kamal Nath
said development impact will be
the main parameter against
which the ongoing Doha round
will be judged.

Addressing the G-90 summit
of the African-Caribbean-ACP
(ACP) countries in Brussels, he
said, “If the impact on develop-
ment is adverse, it should be dis-

with
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carded and a positive, pro-devel-
opment solution should be
found. High subsidies in cotton
for rich farmers in developed
countries are responsible for the
devastation of the livelihoods of
millions of poor farmers in de-
veloping nations,” he added.
The G-90 countries, who were

 Aavaliinak A A SELOUE Gl ool L
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WTO draft

LZritical of US and EU, warmly
applauded India’s position.
They welcomed India’s move to
unilaterally grant duty-free quo-
ta access to the Least Developed

[ Countries (LDCs) of Africa.

On non-agricultural market
access (NAMA), Nath stressed
that the modalities for liberali-
sation in NAMA must accom-
plish two things simultaneous-
ly: Ensure that existing high
tariffs, tariff peaks and tariff
escalations in developed coun-
tries are eliminated in this
round, and ensure sufficient
flexibility that accommodates
the sensitive sectors and ad-
justment needs of developing
countries.

These flexibilities are stand
alone, and cannot be traded off
against the tariff-reduction
formula.
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No discussion
in RS on WTO

Statesman Nows Service ['7 v

NEW DELHI, Nov. 30. — The Rajya
Sabha Chairman, Mr Bhairon Singh
Shekhawat, today ruled out any discus-
sion in the House before the forthcoming
WTO ministerial at Hong Kong in
December, noting that a separate meet-
ing with the political parties and stake-
holders would be better.

Raising a question on India’s stand at
the WTO, scheduled to be held from 13
to 18 December, Mr Vijay J Darda asked
whether India’s approach paper outlining
the structure and basis for services nego-
tiations had been accepted and whether
India was lobbying for it.

With the commerce and industry minis-
ter, Mr Kamal Nath, away in Brussels to
attend the G-90 meeting, defence minister
Mr Pranab Mukherjee replied that negoti-
ations among various trade partners was
continuing. “This is the penultimate stage
before the Hong Kong ministerial,” he
added, highlighting India’s special interest
in Mode 1 or cross-border supply and
Mode IV or movement of natural persons.

AN rolesig ove 63’6

NEW DELHI, Nov. 30. —Irate BJP MPs
walked out of the Lok Sabha today,
dissatisfied with petroleum minister Mr Mani
Shankar Aiyar's response to the situation
arising out of the shortage of LPG in different
parts of the country. -—— SNS

He assured the House that the govern-
ment would protect India’s vital interests
in agriculture. “In the sensitive agricultur-
al products’ case, our interest is in protect-
ing them but within the broad framework
of agreement,” he added.

With Mr Rudra Narayan Pani raising
the issue, BJP members, led by Dr MM
Joshi, demanded the House be taken into
confidence about the government’s stand
at the ministerial.

While Mr Mukerjee expressed the gov-
ernment’s comfort with either a discussion
in the House or a separate political par-
ties’ meet, the Chairman felt it is better to
have “a discussion with political parties
separately”. When BJP members persisted
for a discussion, Mr Shekhawat said “I am
now rejecting it.”

e STATESHIAN
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NEW DELHI. Nov. 28. -~
The World Trade
Organisation (WTO) is an
ongoing work and no
expectations should be
made at the forthcoming
ministerial at Hong Korng
next month, UN
Conference for Trade and
Development (UNCTALY)
secretary-general, Mir
Supachai  Panitchpakdi,
today said. “But that does
not mean we are faijling,”
the former WTO director-
general added.

"Highiighting India’s role
in the WTQO negotiations
as that of a leading player
by virtue of its existing and
potential trade weight, Mr
Panitchpakdi said it was
among the few developing
countries with a diversi-
fied positive agenda.

“India plays an active
role by itself and in associ-
ation with other develcped
and developing countries
as part of the G-4, Ci-20.
Core Group on Services
among others,” the UNC-
TAD chief said. “So "what
happens in Hong Kong
and in Doha negotiations
in general will also be
shaped by India’s posi-
tions.”

Earlier, addressing a
stakeholder consultation
workshop, Mr
Panitchpakdi said India
was one of the few coun-
tries that had a compara-
tive advantage in both
knowledge economy and
in low wage labour prod-
ucts. “India must ensure
that this double cornpara-

BTN

Call for more
strength

NEW DELH, Nov. 28, —
The UN Conference on
Trade and Development
{UNCTAD), which has an
imporiant role to piay as an
agency for trade and
development, should be
strengthened and
sustained in view of its
institutional strengths and
expertise built up over the
yedrs, commerce and
industry minister, Mr Kamal
‘Nath today said. -

The minister bald this
when UNCTAD secretary-
general, Dr Supachai
Panitchpakdi, called on him
this morning.— SNS

tive advantage brings
greater trade gains,” he
said.

Noting that India was
under pertorming by 70-80
per cent of its irade poten-
tial, Mr Panitchpakdi rec-
ommended that the coun-
try simultaneously develop
its internal market and
look to the external mar-
ket for grecater competi-
tiveness.

“India has a strong
leverage for her market
and its potential for trade
growth, from its present
(.8 per cent of world trade.
is great... To achieve its full
potential in trade, India
should therefore, simulta-
neousiy develop its inter-
nal market and look to the

external  market fm
greater LOmpL,ll(l\/é,n(,SS
he said. /
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/ WTO draft offers no
“w roadmap: Ficei

NEW DELHI, Nov. 27. — The
Federation of Indian Chambers of
Commerce and Industry (Ficci) has
expressed disappointment over what it
called “the directionless approach” of the
first draft for the Hong Kong WTO minis-
terial conference.

Criticising the postponement of modali-
ties in important areas such as agriculture
and non-agricultural market access
(Nama), Ficci said the draft, released yes-
terday, should have been more than a
mere compilation of “chairmen’s reports”.
“Such an approach, without any substan-
tive guiding parameters or roadmap in the
main text, has somewhat diluted the
importance of the work carried out so far
in the WTO,” the chamber said. “The
draft has also failed to adequately reflect
several constructive proposals given by

\V

developing countries on dlfferent mulnl t-
eral trade-related issues.”

According to Ficci, the draft could have
been structured differently to recognize
the degree of convergence as highlighted
in the annexed reports. In other words, the
areas of convergence could have been
brought forward in the main text and thus
could form the basis of further discussions.

Giving an example, the chamber said in
case of domestic support in agriculture,
the chairman'’s report itself says there was
an undeniably significant convergence on
the range of cuts for domestic support. But
it does not say whether despite this con-
vergence these ranges of cuts could be a
way forward for negotiations; instead the
draft merely takes note of the Chairman’s
report.

Ficci also expressed concern over the
failure of the draft to resolve the issue of
paragraph eight flexibilities for developing
countries.
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“Bring Doha zig/

back

n track” w ”/a

[Chidambara app gyé 13 to world commumty

WASHINGTON: India has warned
that failure to break new
ground in WTO talks and the
growth of protectionist tenden-
cies in some advanced coun-
tries are impeding global trade
and asked the world communi-
ty to play a “pro-active” role for
the success of the Hong Kong
Ministerial in December.

After the failure of the Can-
cun WTO Ministerial in 2003,
the world is eagerly looking for-
ward to the Hong Kong session
for putting the Doha Develop-
ment Agenda “back on track,”
Finance Minister P. Chidamba-
ram said. The progress made so
far was “disappointing.”Speak-
ing at the World Bank Devel-
opment Commlttee
Sunday night, he

ERNT

munity reached a consensus in
Hong Kong on ambitious devel-
opmental outcomes.

“Maybe the time has come for
abandoning well-known posi-
tions and for upholding the
Monterrey view, which had rec-
ognised that international trade
is an engine for development
and cautioned against trade
barriers and other trade distort-
ing measures.”

Mr. Chidambaram asked the
World Bank to play an intensive
role in the coming weeks in pro-
tecting interests of developing
countries.

The Hong Kong Ministerial
must focus on negotiating mod-
alities on agriculture and make
dedicated progress on services,
rules and trade facilitation. —
PTI

A



Left seeks say'in trade talks

OUR SPECIAL CORRESPONDENT

New Delhi, Sept 14: The Left parties, the
Congress-led government’s most signifi-
cant allies, will use their leverage with
the Centre to highlight what they believe
are issues “critical” to the WTI'O tatks. -

They had earlier submitted a note to
the government outlining their position
on subjects the world trade body has been
discussing.

Last week, the Centre said: “Our ap-
proach to the talks is being dictated by
our national interests, especially our con-
cerns for the millions of farmers who are
dependent on agriculture for their liveli-
hood. It is also our objective to stimulate
economic growth and development
through export of goods and services.”

Yesterday, CPM general secretary Pra-
kash Karat said: “We want to start discus-

-

sions Wlfh\'e government on WTO nego-
tiations. We have identified the subjects of
discussion.”

The Left parties, which were opposed
to the WT'O in the past, now want to play a
role in shaping the terms of the negotia-
tions. They played a part in drawing up
the provisions of the Patents Amendment
Act and held several rounds of discus-
sions with senior Congress ministers to
thrash out a document acceptable to both.

The Left parties want to use their in-
fluence at the Centre to send the message
that they can make a difference in major
policies. This is what they claimed after
the patents act was passed — that it was
their persistence that made the govern-
ment come up with a draft better than the
one prepared by the previous regime.

In their note to the government, the
Left said: “Before agreeing to any tariff

e
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reductlon thete should be substantial re-
duction in all forms of subsidies granted
by the US and the EU. India should mobil-
ise G20 and G33 countries to ensure that
the US and the EU are prevented from
granting subsidies at the high levels they
were doing.”

The Centre responded, saying: “India
has been seeking to secure its negotiating
objectives in agriculture through strate-
gic alliances such as the G20 and G33.”

The government says its objective is to
“protect the country’s low-income and re-
source poor farmers and agricultural
landless labourers”.

It has reminded the Left that the G20
has “consistently taken an aggressive sta-
nce against the high volumes of trade dis-
torting support which continues to be

provided by three major subsidisers —
the EU, the US and Japan”. /




Trade facilitation:
India to sign .
revised pact

No compromise on security, says Kamal Nath

NEW DELHL: India has decided to
sign the revised Kyoto conven-
tion on customs and a proposal
in this regard is expected to be
taken up by the Cabinet soon.

“At the moment inter-minis-
terial consultations are on. It
will then be sent to the Cabinet
for its approval soon,” Central
Board of Excise and Customs
(CBEC) Chairman M. Jayara-
man said here on Thursday.

As per the convention, which
has been signed by about 38
countries including the Europe-
an Union, Australia, New Zeal-
and, China and Pakistan, India
would be under multilateral
obligation to follow standar-
dised procedures on customs.

New Delhi was also a signato-
ry to the earlier convention,
which was less rigorous than its
revised form having 121 legal
provisions annexed to it.

The U.S. is not a signatory to

this convention. It outlines stan-

dardised procedures for trans-
parency in customs procedures,

19 G 2NNE

treatment of offences and use of
IT some of which India is al-
ready implementing, Jayaraman
said at an UNCTAD seminar on
trade facilitation.

Joint paper with U.S.

Delhi Correspondent adds:

In a message to the seminar,
Commerce and Industry Minis-

ter Kamal Nath said the ongoing

WTO negotiations on trade fa-
cilitation must address concerns
of exporters in developing coun-
tries. He said reduced transac-
tion costs at borders would give a
competitive edge to industry and
also improve the country’s at-
tractiveness as an investment
destination.

“We are an active participant
in the trade facilitation negotia-
tions. We look upon these nego-
tiations as an opportunity to
review our domestic procedu-
res...We have in fact filed a joint
paper with the U.S. in an area of
high concern to us — namely to
evolve an effective cooperation
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mechanism between customs
administration to deal with is-
sues concerning violation of cus-
toms laws,” he said.

Mr. Nath noted that while re-
lentlessly reforming on domes-
tic basis, India could not make
commitments to the WTO that
had the potential to adversely
affect the core functions of safe-
guarding revenue and security.
“We need to be cautious that
commitments should not be
such that they put unsustainable
additional resource burden on
us,”’he said.

He said India opposed inclu-
sion of these issues in the WTO
not because of serious opposi-
tion to trade facilitation but be-
cause of the other three
contentious issues. These were
investment, competition and
government procurement. Once
these issues were off the table,
he said India’s comfort level im-
proved considerably. “We are
will to negotiate on trade facil-
itation,” he said.
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\
opens up v
more services

HT Correspondent i %
New Delhi, llb,ugust 13 B&/ D\\

<
INDIA HAS made an aggres&ve
revised offer on services at the
in exchange for free move-
of professionals across the
borders till now being resisted by
we¢stern economies led by Europe
apd the US. As part of its revised
fer, India has opened its market
architecture, tourism, educa-
ion, construction, engineering,
sports and real estate services
from abroad.

The offer made at the ongoing
services negotiations at WTO in
Geneva is in consonance with the
mandate given by the Cabinet
Committee on WTQO Affairs to
Commerce Minister Kamal Nath.

An official news release said
that India has made binding com-
mitments on foreign investment
limits in exchange for reciprocal
moves made by trading partners.
The obvious reference is to lifting
of wvisa restrictions limiting
movement of services profession-
als from India. Fresh commit-
ments made by India with regard
to providing access to its markets
relate to auxiliary insurance
services, asset management and
distribution barring retail trade.




Cabmet okays revised offer
o On services at WT0 ¢

New Delhi: India will offer

However, a ministry offi-

4’, the two areas where India

liberal FDI limits in services cial said, revised offer in have offensive interests.

sector, including telecom and
finance, at the WTO
with the cabinet
committee on WTO
on Monday giving
its go-ahead to the
government’s  re-
vised proposal.

telecom would be made for

Nod for mega auto

testing project

In services sector negotia-
tions at WTO, a
country can with-
draw its offers if it
does not in turn get
satisfactory offers
from other member
countries. But after

The decision will
give commerce min-
istry the flexibility
to move forward in
WTO talks within
the limits of its ‘au-
tonomous liberali-
sation’.

This implies that
the ministry can of-
fer up to 74% FDI in
telecom, 49% in
banking, 26% in in-
surance in its com-
mitments at the
WTO if it receives
good offer from de-
veloped nations in

New Delhi: The government on Mon-
day cleared a Rs 1,718 crore project to
set up five centres for automotive test-
ing and homologation throughout the
country over the next six years.

“The project would be completed in
two phases over the next six years,” fi-
nance minister P Chidambaram said af-
ter a meeting of the Cabinet committee
of economic affairs, which approved
the National Automotive Testing and
Research and Development Infrastruc-
ture Project (NATRIP). Under the proj-
ect two full-fledged testing and homolo-
gation centres would be set up in Mane-
sar in Haryana and another near Chen-
nai, he said. Agendies

the final agreement
a member country
cannot go back on
the offer (the for-
eign investment
limit) unless it com-
pensates. India and
most member coun-
tries keep some
cushion in what in-
vestment limit they
actually offer na-
tionally and what
they commit multi-
laterally at WTO.
The cabinet com-
mittee also directed
the commerce min-

the outsourcing or
movement of professionals.
The meeting of the cabinet
committee on WTO (CCW),
chaired by PM Manmohan
Singh, on Monday, directed
the commerce ministry to
make improved offers in sec-
tors, where initial offers had
been made already in 2003.

49% which could be raised to
74% (current FDI cap) only if
India received good offers on
BPO and movement of pro-
fessionals. While outsourc-
ing comes under ‘Mode 1’ of
cross-border supply of serv-
ices, movement of profes-
sionals comes under ‘Mode

istry to submit the
revised offers at WTO by this
month end or August. India’s
major trading partners such
as the US, EU, Japan, Canada
and Australia have already
submitted their revised of-
fers but these offers have not
matched New Delhi’s expec;
tations. Agendies
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- Nath talk§
tough on
farm trade

OUR SPECIAL
CORRESPONDENT

New Delhi, July 20: Union
commerce minister Kamal
Nath today said the govern-
ment would not go beyond a
point to open up the market in
agriculture in the WTO talks
unless developed countries
agree to make farm trade
“fair” to all by dismantling
subsidies.

He was addressing the
valedictory session of the pre-
Hong Kong ministerial stake-
holder workshop on agricul-
ture negotiations here.

The advanced countries
must end export subsidies and
substantially reduce domestic
support to their farm sector,
he said.

“These steps must precede
market access into developing
countries and not the other
way round,” he added.

The minister said the Eu-
ropean Union had indicated at
the recent mini-ministerial at
Dalian in China that they
would undertake the steepest
cuts in their domestic support
to agriculture provided the US
and Japan accept to undertake
second order cuts.

“We support this view and
the G-20 has come out with a
concrete proposal on this. It

proposes a standstill in export
subsidies, coupled with front-
loading of elimination com-
mitments, so that the more ob-
vious forms of distorting poli-
cies are completely eliminated
by 2010,” Nath said.

The developing countries’
commitments to market ac-
cess would have to be subject
to alleviating poverty, promot-
ing rural development, safe-
guarding the livelihood of the
people and food security
These are central to these na-
tions’ economic growth.

“This is an integral part of
the July 2004 framework.
Therefore, it is essential that
developing countries like
India is given sufficient policy
space and flexibility in instru-
ments. It is towards this end,
we have succeeded in revitalis-
ing the G-33 coalition on spe-
cial products and the special
safeguard mechanism,” he
added.

The minister pointed out
that developed countries are
increasingly creating non-tar-
iff barriers to deny market ac-
cess to developing nations, es-
pecially in agriculture. “There
can be no trade-off between
agriculture, industrial tariffs
and services as they form !
three different pillars at the
WTO.”

[ O
L LT ge

LR




‘India to protect far

NEW DELHI, July 20. —
Commerce and industry minis-
ter, Mr Kamal Nath, today
assured that the farmers’ inter-

ests will be safeguarded and -

that India will not cross certain
limits at the ongoing negotia-

tions on agriculture at the Doha -

round of the World Trade
Organisation (WTO).

“We need to be drawing our
own lines, There are certain
issues that are non-negotiable,”
Mr Kamal Nath said in his vale-
dictory address to the Pre-Hong
Kong Ministerial Stakeholder
" Consultation Workshop on
Agriculture Negotiations
organised by the ministry and
the UN Conference on Trade

4
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and Agriculture (UNCTAD).
The mitister made it clear
that there should be an urgent
end to export subsidies and
effective and substantial reduc-
tions in domestic support pro-
vided by the developed coun-

tries to their farm sector, which

depressed international prices
of agricultural produce, thereby
adversely affecting farmers in
developing countries. “These
steps must precede market
access into developing coun-
tries, and not the other way
round,” he stressed.

Mr Kamal Nath emphasised
that market access commit-
ments by both the developed
and the developing countries
should be designed to ensure

- wider distribution of benefits

for all nations. “Insofar as

l  the July Framework of 2004.

Mr Kamal Nath

developing countries are con-
cerned, the commitments in
market access would have to be

subject to the requirements of

ATES Y

‘guarding livelihood ‘and food

* economic growth and improve-
- ments in standards of living,” he

interests at WTO0

alleV1atmg overty, promotmg
rural development and safe-

security that are central to their

noted.
“This was an integral part of

Therefore, it remains essential }
that developing countries like
India are provided sufficient
policy space and flexibilities in |
instruments. To this end, we
have succeeded in re-vitalising
the G-33 coalition on Special.J
Products and the Special
Safeguard Mechanism.”

These formed part of the bas-
ket of three options available
for the developing countries.
The. third was Sensitive
Products, he added.
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White paper \%
sought on talks
with WTO %zg

Special Correspondent

n o
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NEW DELHI: The All India Forward
Bloc on Monday demanded that
the Centre publish a white paper
on the current negotiations with
the World Trade Organisation
(WTO) and that issues concern-

ing agriculture, service and re-

lated matters be discussed with
trade unions.

At the conclusion of its three-
day central committee meeting
at Kolkata, the party charged the
Government with engaging in
secret talks with the WTO on
serious issues that affect a vast
majority of the people. “The
Government should discuss
with all trade unions, farmers
organisations and political par-
ties and also keep Parliament in-
formed about the next
ministerial round of talks to be
held at Hong Kong,” the party
general secretary, Debabrata
Biswas said in a press release. -

The party also asked the Gov-
ernment to withdraw the Pen-
sion Fund Regulatory and
Development Authority Bill,
currently being considered by
the Parliamentary Standing
Committee on Finance. It said
the proposed Authority would
do away with the minimum so-
cial security currently available
to retired employees. “The sole
aim of the Bill is to channelise
pension funds to stock or spec-
ulative market,” he said. The
party said the move would not
allow any retired person to ex-
pect a minimum amount of pen-
sion every month and destabilise
family budget of the poor
employees.

The AIFB reiterated that the
Government should not go
ahead with its plan to offload eq-
uity in the BHEL.

AL HIN 5



Some WTO issues
not negotiable:
s, Kamal Nath 7

Statasm T Nsws Servme

NEW DELHI, July 4. — The
commerce and industry minister,
Mr Kamal Nath, today made it
clear that certain issues in the
ongoing World Trade Organi-
sation (WTOQO) negotiations are
non-negotiable for India.

Presiding over the Parlia-
mentary Consultative Committee
of the ministry of commerce and
industry here, Mr Kamal Nath
said, there was no question of
accepting any kind of Swiss for-
mula for tariff reduction in agri-
culture in whatever form.

For the non-agricultural mar-
ket access, India will resist pro-
posals for deviation from the
applied rates. Tariff reduction
commitments by the developing
countries should provide for ade-
quate policy space and reflect
their development needs, he
added.

“Developed countries subsidise
their agriculture to the extent of
one billion dollars a day and
about 25 to 50 per cent is the sub-
sidy component in the agricultur-
al exports of many developed
countries. We cannot allow this...

Safeguarding our mterests espe-
cially in sensitive sectors such as
agriculture and small and medi-
um enterprises (SMEs), will be
our main concern,” the minister
said.

In services, he said India would
calibrate its offers with the quality
of offers from its major trading
partners in sectors and modes of
interest to India. India would also
strongly resist attempts to divide
developing countries by differen-
tiating the so-called advanced or
large developing countrics from
others, he stressed.

Mr Kamat Nath noted that the
time was extremely important for
India to remain actively engaged
in the WTO process, which was
all about framing the rules of
world trade and not leave rule
making to a handful of countries
as had happened in the GATT.

“India should actively partici-
pate in framing world trade rules,
which should be not only equi-
table to India but also to the
entire developing world,” he said.
The real challenge would be to
harmonise India’s offensive and
defensive interests in different
arcas of WTO negotiations. he
added.



Call for ‘policy space’
57 in WTQ talks‘ N

b
A

Statesman News Service q},\\c :

NEW DELH]I, June 28. — India today unéerlined that any
tariff reduction formula at the WTO negotiations must only
be on the basis of bound rates, not the actual applied rates,
and that this issue would be non-negotiablg.

In a hard-hitting address at a stakeholder consultation
workshop on pre-Hong Kong WTO ministerial negotia-
tions on non-agricultural market access (NAMA), com-
merce and industry minister, Mr Kamal Nath, today insist-
ed upon policy space for developing countries in the World
Trade Organisation (WTQ) negotiations.

“Some developed countries arc calling for what they call
‘real’ market access — by which they mean reduction of
import duty below the current applied rates, irrespective of
what the bound rates are,” the minister said. “India is deter-
mined to counter any attempt to use applied rates as the
base for application of a tariff reduction formula.”

He said, India would not accept this reduction formula as
it meant re-writing the July Framework pact agreed upon
by WTO members last year, Mr Kamal Nath said.

9 N TeE STATESMAR



India’s formula helps end

ruo

“TWTO agriculture i Impasse

Paris: India has mooted a “100-100” ini-
tiative in the crucial agriculture nego-
tiations which seems to have overcome |
the deadlock on the technical issue of |
calculating tariffs.

The initiative tabled by commerce N
minister Kamal Nath during an inter- }§
. vention at the informal mini-ministeri-
al meeting of WTO in Paris aims at en-
suring a level playing field to farmers
of developing countries who are denied
market access due to application of spe-
cific duties amounting to high tariffs
on products of their export interest.
Nath proposed that all member coun-
tries of the World Trade Organisation,
both developed and developing, convert |
100% of all specific duty tariff lines {
. into ad valorem equivalents and then
bind them after conversion.

Regardless of the formula or methodology that is
. finally adopted for the conversion, the maximum
agricultural tariff should not exceed 100% at the end
of Doha Round, Nath said, adding that this will en-
sure greater access for farmers of developing coun-
* tries to markets of developed countries.

The conversion of AVE from specific duties had
led to a roadblock in trade talks at the meeting but
* ministers were successful in overcoming it. “With
this agreement, which must still be accepted by all
the WTO members, we have broken a deadlock in the
negotiations,” Celso Amorim, Brazilian foreign
minister said.

Nath as a member of FIPS (comprising Australia,
Brazil, India, EU and US) also helped in achieving a
breakthrough by arriving at an agreed formula for
conversion of specific duties into AVEs. Giving In-
dia’s perspective on the issue, Nath said, “If we are
all agreed that specific duties lack transparency and
that they unfairly penalise more efficient producers,
then we must declare as our objective the conversion
of all specific duties into AVE on a permanent ba-
sis.”

“In fact, once we decide that, all this quibbling
about the formula for conversion will evaporate,”

07 wey 2
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Kamal Nath at the ministerial meetmg in Paris

Nath said at the ministerial meeting hosted by Hong
Kong and attended by 30 trade ministers. Nearly 98%
of all specific duties are applied by developed coun-
tries. Intervening on the non-agricultural market ac-
cess issues, Nath came down heavily on developed
countries for applying double standards saying that
while they were not willing to bind duties in ad val-
orem terms in agriculture, they called for reduction
from applied rates and 100% binding in ad valorem
terms in Nama.

Nath referred to the joint proposal on NAMA al-
ready submitted by Argentina, Brazil and India as
balanced and equitable as it combined satisfactory
degree of liberalisation with the required security
for developing countries.

He cautioned members not to treat harmonisation
of tariffs as an end in itself and sought removal of
non-tariff barriers pointing at how least developed
countries and other developing countries were un-
able to make a dent in developed markets even with
zero tariffs.

Nath also emphasised on services being given pri-
ority in negotiations and articulated India’s interest
in Mode 1 (cross border supply and Mode 4 (move-
ment of natural persons). seuers
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|nd|a s farm initiative at W10

Statesman i{lews Semce

NEW DELHI, May 5. —
[ndia has tabled an ambi-
tious initiative in agricul-
ture in a bid to bring focus
on the World Trade Organ-
isation (WTQ) negotia-
tions to the development
agenda of the engoing Do-
ha Round. The “100-100
[nitiative” tabled by the
Union commerce and in-
dustry minister, Mr Kamal
Nath, through an interven-
tion at the informal minis-
terial  (mini-ministerial)
meeting in Paris last night,
is aimed at ensuring a level-
playing field for farmers of
developing countries who
are denied market access
due to the high tariff levels

lev1ed by some developed
countries, an official com-
munique said here today.

The two-fold initiative
mooted by Mr Nath pro-
posed that all member
countries of the WTQO, both
developed and developing,
convert 100 per cent of all
specific duty tariff lines into
ad valorem equivalents
(AVE) and then bind them
after conversion.

Secondly, regardless of
the formula or methodolo-
gy that is finally adopted for
the conversion, the maxi-
mum agricultural tariff
should not exceed 100 per
cent at the end of Doha
Round. “This will ensure
greater access for farmers
of developing countries to
markets of developed

06 MAY 2000
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Mr Kamal Nath

countries, giving them a
fairer share of the world
trade in agriculture,” Mr
Nath said.

The minister as a mem-
ber of FIPS (comprising
Australia, Brazil, India, EU
and the USA) also helped
in achieving a break-

t?xroug‘h by arriving at an
agreed formula for conver-
sion of specific duties into
AVEs. This was supported
by participants at the mini
ministerial and would be
approved in Geneva by 148
member countries.

Intervening on non-agri-
cultural market access
(NAMA) issues, the minis-
ter came down heavily on
developed countries for ap-
plying double standards.

These countries sought
reduction from bound
rates and were not willing
to bind duties in ad valor-
em terms in agriculture,
but called for reduction
from applied rates and 100
per cent binding in ad val-
orem terms in NAMA, Mr
Nath noted.
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WTO objectl
achieved in pact7

Special Correspﬂft\ (,QQ (boy developed countries. It is also

NEW DELHI: India has achieved all
its major objectives in the
Framework agreement of the
World Trade Organisation
(WTO) on the Doha round of
trade negotiations adopted in
August last year, including in the
crucial area of agriculture.

This is highlighted in the
Commerce Ministry’s annual re-
port for 2004-05 which notes
that the Government took an ac-
tive part in the revival of the Do-
ha process by interacting with
both developing and developed
countries in the WTO.

~ “As a result of these efforts,
the agreement was adopted by
WTO member-countries in the
General Council meeting in Ge-
| neva of the WTO on August 1,
i 2004, ensuring that the negotia-
| tions were back on track”, the
| report says.

It points out that with a view
to safeguarding the interests of
farming sector, India made con-
certed efforts with like-minded
alliance on agriculture and the
Group of 33 alliance on Special
Products. This ensured the ele-

porated in the agreed framework
on agriculture would lead to sub-
stantial reductions in trade dis-
torting domestic  subsidies
provided to farm sector largely

ments and the principles incor-

expected to lead to a credible
end date for elimination of their
export subsidies and substantial
market access improvements for
products of export interest to
developing countries.

Similarly, the report main-
tains that the Government nego-
tiated successfully in the area of
non-agricultural market access
(NAMA), services and ensured
the framework agreement in-
cludes a firm commitment to ad-
dressing implementation issue:
and operationalisation of specia
and differential treatment fo
developing countries on a time
bound basis.

Highly competitive

It also stressed the growing
competitiveness of Indian ex-
ports and high growth rate regis-
tered by its manufacturing
sector, coupled with recovery in
global economy and world trade,
which helped maintain the
buoyancy in India’s export
growth over and above the tar-
geted levels. With the high
growth achieved despite streng-
thening of the rupee vis-a-vis
dollar, the country is expected to
double its percentage share of
world merchandise trade by in-
creasing its exports to $150 bil-
lion by 2009, according to the
report.



FM calls |
for IMF
structural
reforms. .

S. R;;Z;oﬁalan Q%O{

Washington, April 16

INDIA HAS madée a strong pitch
for urgent structural reforms in
the International Monetary
Fund (IMF) to bring about
“equal partnership between the
developed and developing coun-
tries” and improve the Fund’s
overall governance.

The institutional arrange-
ments for decision-making at
the Fund remain heavily weight-
ed in favour of the developed
countries, finance minister P.
Chidambaram told the Interna-
tional Monetary and Financial
Committee as the IMF-World
Bank spring meetings got under
way here today.

He proposed a redistribution
of voting power among the mem-
ber countries to reduce the cur-
rent “democratic deficit” in the
functioning of IMF. The existing
biases in representation and vot-
ing power are inconsistent with
the increasing contribution of
emerging market economies in
global growth, he pointed out.

On IMF conditionality that
over the years has drawn flak for
proliferation and intrusiveness,
he said this instrument should
be made responsive to institu-
tional realities in member coun-
tries respecting sovereign deci-
sion-making.

The Fund should “avoid ask-
ing a sick man to demonstrate
his fitness by carrying out a
tough regime of exercise.” He
also stressed that conditionality
should be transparent and re-
main within the bounds of
IMF’s core responsibilities.

17 Aop 2005
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ould declare sanctlons

against U.S.: Canadian Minister

By R. Gopalakrishnan

CHENNAI, APRIL 8. India should
declare sanctions against the
United States for its failure to
repeal the “Byrd Amendment”’
which had been struck down as
illegal by the World Trade Orga-
nisation, says James Peterson,
Canada’s Minister of Interna-
tional Trade. India is a co-com-
plainant in the case in the WTO
against the U.S. on the issue of
payment of anti-dumping duty

proceeds to domestic
industries.

Canada, one of the two main
complainants in the WTO

against the Byrd Amendment,
has last week announced trade
sanctions against the U.S. in the
wake of the latter’s failure to
meet the deadline imposed by
the appellate and other tribu-
nals of the WTO for repealing
the U.S. domestic law. “I hope
India will similarly issue sanc-
tions,” he said, adding, “if the
WTO is to work, all parties must
play by the rules,” he said re-
plying to questions in an exclu-
sive interview with The Hindu
here today.

Mr. Peterson said the ‘“pre-
ferred option”’ would be for the
U.S. to repeal the impugned law
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James Scott Peterson,
Minister of International
Trade, Canada.

— Photo: Vino John

(which is perceived to give dou-
ble benefit to U.S. domestic in-
dustries, viz, once by way of
protection against dumping by
foreign exporters and a second
time by way of access to free
funds from the exchequer).
However, as long as the Byrd
Amendment was not repealed,
it was only fair that affected
trade partners of the U.S. were
allowed to retaliate by way of
sanctions, he added.

Mr. Peterson expressed “‘dis-
agreement” with the censorial
approach towards the prolifer-

ating free trade agreements
(FTAs) displayed by the Peter
Sutherland report of the WTO,
issued early this year. ‘There is
no doubt that priority should be
given to the Doha Development
Agenda of the WTO, since that is
the only way of tackling the high
agricultural subsidies of the U.S.
and the European Union (EU).
At the same time, trade liber-
alisation is a must and bilateral
and regional agreements that
do provide for liberalisation of
trade can be positive [in their
impact],” said Mr. Peterson,
whose own country is a foun-
der-member of the North Africa
Free Trade Agreement (NAFTA,
including the U.S. and Mexico)
and is negotiating, along with
the U.S., a Free Trade Agree-
ment of the Americas (FTAA)
embracing a large number of
South American countries.
“NAFTA has proved benefi-
cial for all its members,” he
said, adding that in the case of
India, Canada would “pursue a
Foreign.Investment Protection
Agreement.” When pointed out
that India had a liberal demo-
cratic system that was unlikely
to warrant the exercise of provi-
sions of such an agreement, he
said the need for the agreement

THE HINDU

arose from the possibility that
the current framework of the
Doha agenda might not make
available required guarantees to
investors.

While recognising the specif-
ics of India’s agricultural sector
such as small size of land hold-
ings and a large population de-
pendent on it for livelihood
though its contribution to the
gross domestic product was less
than 25 per cent, Mr. Peterson
said cooperation in the WTO
between India and countries
such as Canada and Australia
was necessary for ensuring re-
duction of U.S. and EU farm
subsidies.

“As I told Kamal Nath [Minis-
ter for Commerce], successful
conclusion of the Doha process
will need that we are alive to
certain sensitivities of
member-nations.”

Mr. Peterson said the much-

talked-about  Indo-Canadian
agreement on cu-pruduciduss of

films ‘‘is not far off.” It had been
decided that initially a limited
number of projects would be
covered for 18 months before
expanding the programme.
There were also problems on
the “distribution front,” he

added.
/
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w- The draft patent law

\ By Frederick M. Abbott, Amy Kapczynski & T. N. Srinivasan
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HE BASIC purpose of any
patent system that grants a
temporary monopoly or ex-
clusive rights to an innovator

is to stimulate innovation and also in- <*

vestment in the production of the
newly innovated goods and services.
The utilitarian justification for the
system is the expectation that the
gains to society from greater innova-
tion will outweigh the effects that
higher prices have on consumers.
There is, however, little empirical evi-
dence that patents function as in-
tended, although in selected
industries such as pharmaceuticals
the association between innovation
and patent protection is somewhat
stronger. (Josh Lerner, “150 years of
Patent Protection,” American Eco-
nomic Review Papers and Proceedings
92 (May), 2002: 221-25, and Lee Bran-
stetter & Marko Sakakibara, Do
Stronger Patents induce More Inno-
vation? Evidence from the 1988 Japa-
nese Patent Law Reforms, RAND
Journal of Economics 32: 77-100
(2001))

Until recently, patent systems
around the world differed dramat-
ically, for example, in terms of what
innovations were deemed patentable
and how long patents lasted. This was
sensible because social benefits and
costs from patents vary according to
the type of innovation and the coun-
tries’ stages of development. For ex-
ample, India’s Patent Act of 1970
excluded patents on products such as
pharmaceuticals and foods. Un-
doubtedly, this encouraged the phe-
nomenal growth of the generic
pharmaceutical industry in India.

All this changed with the signing of
the agreement concluding the Uru-
guay Round of multilateral trade ne-
gotiations under the auspices of
GATT in Marrakesh in 1994. This
agreement created the World Trade
Organisation and included a treaty
called the Agreement on Trade Relat-
ed Aspects of Intellectual Property
Rights (TRIPS), which mandates a
U.S.-style patent system for all mem-
bers of the WTO. TRIPS requires
countries to offer patents in all fields
of technology, to products as well as
processes, and establishes a uniform
20-year term for all patents regardless
of the social cost and benefit from the
patented innovation. The only con-
cession to the varying stages of devel-
opment among countries was the
longer time allowed to developing
and least developed countries to
bring their national patent system in-
to conformity with the TRIPS Agrce-
ment. India was generally required to
conform its patent system to TRIPS
standards by January 1, 2000, and did
so. But India had until January 1, 2005
to provide product patent coverage
for pharmaceuticals and agricultural
chemicals. The Patent Ordinance,
promulgated in December 2004, ad-
dressed this requirement.

In its current session, Parliament
will debate and enact legislation to
replace the Ordinance. It must con-
sider how to structure it to India’s ad-

Its generic manufactures are too crucial Jor India,
_and for the world, to be allowed by a misguided
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patent law to be wiped out.

vantage while conforming to TRIPS.
The option not to grant product pat-
ents for medicines is no longer avail-
able. Not only does India have to
provide patent protection for medi-
cines developed after January 1, 2005,
italso has to consider applications fil-
ed during 1995-2005 under the so-
called “mailbox” provision (Article
70.8) of TRIPS. Because these appli-
cations might cover brand name
products for which indian companies
are currently providing cheaper ge-
neric substitutes (e.g., antiretrovi-
rals), it is likely that prices of essential
drugs will go up significantly once
patents are granted. It would indeed
be a major calamity if India’s efforts
to contain the AIDS epidemic and
prolong the lives of the millions who
are HIV positive is hampered, if not
crippled, because Indian generics are
pushed out of the markets by the
newly granted patents on branded
products.

Details of the 7,000 applications in
the mailbox have recently been made
public. An analysis by the Indian
Pharmaceutical Alliance of these sug-
gests staggering and disturbing impli-
cations. Since only 250 of the
applications could relate to new
chemical entities and associated new
drugs that were developed outside In-
dia during the 10-year period of 1995-
2005 (See National Institute for
Health Care Management, Changing
Patterns of Pharmaceutical Innova-
tion (2002) relied on by the U.S. Fed-
eral Trade Commission in To Promote
Innovation: The Proper Balance of
Competition and Patent Law and Pol-
icy, October 2003.), the other 6,750
must relate to something else — in-
cluding, for example, minor changes
to the structure of molecules. Indian
generic producers who are manufac-
turing drugs which were invented
even before 1995 could now be
blocked from the market as foreign
producers might be granted Indian
patents for older drugs based on lat-
cr-filed something else patents. Very
few Indian generic producers have
the financial means to fight protract-
ed legal battles with the major muiti-
national pharmaceutical companies
over the thousands of something else
patents or will choose to do so.

Nothing in the TRIPS Agreement
requires India to accept this on-
slaught. As per Article 27 of TRIPS, the
three criteria for patentability are
“novelty,” “inventive step” and “ca-
pability of industrial application.”
That most of the claims in mailbox
applications are not “inventive” in a
patent law sense will be obvious to
anyone in the pharmaceutical indus-
try. For example, a patent application
may cover the idea of combining two
anti-AIDS medicines in a single tab-
let, on the theory that putting the
medicines together makes it easier
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for the patient to adhere to a treat-
ment regimen. (The incentive for
pharma companies to apply for such
patents is obvious — if granted, such
patents could be used to extend the
life of existing patents indefinitely.
This is known as “evergreening” in
the literature.) The theory may be
true but the idea is obvious. And if
such applications are rewarded with
patents, they will block generic ver-
sions of combination piils — pro-
duced by Indian companies, which
today make the world’s cheapest
AIDS treatments, upon which hun-
dreds of thousands of patients
around the world depend for their
lives.

The Indian Parliament can prevent
these problems by allowing patents
only for new chemical entities and for
modifications to these entities that
are clinically demonstrated to be a
significant therapeutic improvement
over any previously patented form of
the medicine. Such a demonstration,
though not required under U.S. or
European patent law, is permitted by
TRIPS.

Secondly, Indian law should retain
maximum flexibilities available in
TRIPS Articles 30, and particularly Ar-
ticle 31 relating to compulsory licens-
ing. India currently allows the grant
of compulsory licenses, but the pro-
cedure is cumbersome and offers
many oppaortunities for patent hold-
ers to delay or prevent the grant of
such licences. This process must be
streamlined. In addition, the Ordi-
nance imposes an unnecessary hur-
dle on many developing countries
without their own manufacturing ca-
pacity who might want to buy low-
cost drugs from India as permitted
under the waiver to Articles 31 (f) and
(h) of TRIPS adopted on August 30,
2003 by the WTO General Council.
The Ordinance requires them to
grant a compulsory patent license
even if the drug is not patented there.
This hurdle is unnecessary, benefits
no one, and is not required by the
waiver, of which India was, in fact, a
champion! India’s generic producers,
who could produce for export, need
as much breathing space as can be
legally provided without violating
TRIPS so that they continue their suc-
cessful supply of low-cost products to
Indian and world markets.

Third, India’s Patent Act of 1970 in-
cluded a so-called “pre-grant opposi-
tion” right to third parties seeking to
challenge a patent application before
the patent was granted. The Ordi-
nance apparently changes this from a
right to a discretionary act by the
Controller General of Patents who de-
cides whether a chatlenge should be
allowed. Since the TRIPS Agreement
as well as patent laws in a number of
developed countries permit the use of
pre-grant opposition, it is important
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for India to allow them. This is partic-
ularly important with respect to the
mailbox applications because, with-
out effective pre-grant opposition,
generic producers may need to chal-
lenge thousands of "improvidently
granted patents in the courts, placing
them at a significant disadvantage
compared to the better financed for-
eign multinationals.

Fourthly, Parliament should con-
sider whether India would benefit
from a global exhaustion regime —
ie. from allowing medicines that
have been lawfully placed on the
market with the consent of patent
holder in another country to be im-
ported into India. The U.S. Congress
is considering this as a strategy to
lower the price of medicines. Finally,
India should join with other like-
minded developing countries in the
ongoing Doha Round of multilateral
trade negotiations in pressing for fur-
ther liberalisation of Articles 30 and
31 of TRIPS to enable developing
countries to meet public health con-
cerns in the manner they deem best.
Countries should have the freedom to
apply social cost-benefit calculus rel-
evant to their circumstances in a
transparent and predictable manner
in determining whether to grant a
patent and, if so, on what terms.

There is an expectation that by leg-
islating a highly protective patent re-
gime — such as that of the Ordinance
— India would attract substantial in-
vestment by foreign multinational
drug companies and would become
an attractive venue for clinical testing
of drugs. Such investment, whether
greenfield investments, buy-outs of,
or mergers with, Indian producers
could indeed be attractive. However,
the downsides are significant. Most
likely, prices of medicines in India
will go up substantially. It is possible,
though not inevitable, that foreign
and domestic companies in India will
tilt their research towards generating
drugs, including the so-called lifestyle
drugs, for upscale world markets,
rather than work on developing drugs
for diseases, such as malaria and tu-
berculosis, afflicting billions of the
poor in the developing world. There
is a danger that India, instead of pro-
moting a homegrown pharmaceuti-
cal revolution, will end up
encouraging giant pharmaceutical
oligopolies. As the New York Times
editorial (March 5, 2005) said: “Sel-
dom has India’'s Patrliament consid-
ered anything of such global import.
If Parliament can preserve India’s
ability to provide genericls] . . . it will
make the difference between life and
death for millions of people at home
and abroad.” Indian generic manu-
factures are too crucial for India, and
for the world, to be allowed by a mis-
guided patent law to be wiped out.

(Frederick M. Abbott is Edward Ball
Eminent Scholar at Florida State Uni-
versity College of Law, Amy Kapczyn-
ski is post-doctoral fellow at Yale
University, and T.N. Srinivasan is Sa-
muel C. Park Jr. Professor of Econom-
ics at Yale University.)



Surrender to multinationals

A patent law that tests the boundaries of the flexibilities even at the risk of being challepged in the WTO is better than
the one that subjects India to a TRIPS-plus regime and benefits the pharma MN, argues Arvind Panagariya

EPRESENTING the interests of

its ultra-powerful pharmaceuti-

cal multinationals, the US had

pushed for a very high level of
patent protection for medicines during
the Uruguay Round negotiations. India,
which had witnessed its poor benefit
greatly from the low-cost generic-drugs
industry that grew around its relatively
weak patent regime for medicines, had
led the fight against this US push. In the
end, though the US was largely successtul
in achieving its objectives, India managed
to push a set of flexibilities into the
Uruguay Round Agreement on Trade
Related Aspects of Intellectual Property
Rights (TRIPS) that could be used to pro-
tect the interests of the consumers against
those of the multinationals.

Itnow appears, however, that India too
has capitulated to pharmaceutical multi-
nationals, both foreign and domestic. In
the recent Patent (Amendment) Ordi-
nance, 2004 that implements the TRIPS
Agreementin fullin India, which mustbe
replaced by an Act of Parliament within
six months under the Indian Constitu-
tion, India has failed to take advantage of
the very flexibilities for which it had
fought so hard more than 10 years ago.
This means cheaper generic versions of
the newly patented drugs will be slower
and harder to appear on the market than
the TRIPS Agreement would permit.

Ironically, this surrender has taken
place under a government that prides it-
self in championing the cause of the poor
and with the aid of the domestic pharma-
ceuticallobby that had stridently opposed
the TRIPS Agreement during the
Uruguay Round. [t hasalso happened rel-
atively quietly — in contrast to the hun-
dreds of demonstrations by hundreds of
thousands of Indians during the Uruguay
Round, few Indians have come out to
protest in New Delhi this time around.

The Ordinance fails on a number of
fronts but most importantly in the area of
compulsory licensing. The TRIPS Agree-
ment allows countries to issue compulso-
ry licences for the manufacture of paten-

ted drugs without the patent holder’s per-
mission in case of public-health emergen-
cies. It also gives the country the sole right
todetermine ifa particular situation repre-
sents a public-health emergency.

The Ordinance takes no advantage of
this provision. Instead, it leaves in place
just the old provision for compulsory lic-
ence in the Patent Act, 1970. Under that
provision, the Controller of Patents must
take into account such matters as the time
elapsed since the issuance of the patent,
etforts made by the patentee to make full
use of the invention and the ability of the
applicant for the compulsory licence to
work the invention to public advantage.

In so far as public health emergencies
are concerned, India can scarcely afford
the bureaucratic delays that these require-
ments imply. For example, they effectively
give the patent holder the right to object to
the compulsory licence even prior to the
issuance of the compulsory licence. Under
the TRIPS Agreement, it would be perfec-
tly legitimate to issue a compulsory licence
expeditiously, postponing any representa-
tions against it till after production has
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begun. Can India, with the AIDS public-
health emergency virtually atits doorstep,
afford to go slow on allowing the manu-
facture of generic versions of the future,
more effective AIDS drugs?

LOSELY connected is the issue of exp-

orts of generic versions of patented
drugs produced under compuisory licence
to third countries that lack the capacity to
produce their own generic versions. The
Ordinance provides for the issuance of
compulsory licences for such exports but
gives the controller of patents the power 1o
specify any criteria that he sees fit. Such
blanket bureaucratic discretion within the
Indian system can only delay the begin-
ning of production and exports of the
drugs. The WTO decision of August 30,
2003, provides a clear statement of the
conditions to be satisfied for a licence for
exports to third countries. These condi-
tions are relatively straightforward and
there is no rationale for India to go further
by placing additional conditions on the lic-
ence. The export of generics by the Indian
firms have been responsible for bringing

the prices of antiretroviral therapy from
$12,000 to $140 per year and the value of
such restraints on drug prices to the wor-
1d’s poor can be scarcely underestimated.
The Ordinance is also vague on the ext-
ension of patents beyond the normal 20-
year period. There should be no room for
so-called practice of “evergreening”
whereby firms manage to extend patent
by switching from capsule to tablet or find-
ing new uses. The practice, endemicin the
US, has been known to extend the mo-
nopoly power of the patent holder and to
discourage innovations around the
patent. The 20-years patent required un-
derthe TRIPS Agreement is already exces-
sively long and there should be no room
for extension under any circurnstances.
Also puzzling is the weakening of the
provisions for pre-grant opposition to
patent applications that had existed in the
original Patents Act, 1970. The TRIPS
Agreementimposes no suchrequirement
and if the interests of the public rather
than multinationals are to be safeguard-
ed, there is little excuse for this weaken-
ing. Even many developed countries such
as Canada and the UK, which give priori-
ty to public interest, have much tougher
pre-grant-opposition provisions.
Thessilver lining on this otherwise bleak
horizon is that India will have the oppor-
tunity to correct its mistakes when the
government places the Patent (Amend-
ment) Bill, 2005 before Parliament 10 re-
place the Ordinance priortoJune 30 as re-
quired by the Constitution. If Prime Minis-
ter Manmohan Singh truly wishes to
protect the interest of the public and, in-
deed, India as a whole, he must ensure
that this Bill makes the fullest use of the
flexibilities in the TRIPS Agreement that
he himself probably helped negotiate as
the FMin the '90s. A patent law that tests
the boundaries of the flexibilities even at
the risk of being challenged in the WTO s
a far superior option than the one that
subjects India toa TRIPS-plus’ regime and
benefits the MNCs manufacturing drugs.
(The author is a professor at
Columbia University)
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World Bank

g\ AN

wants rail
fares hiked

Srinjoy Chowdhury in New Delhi

Jan. 27. — Weeks before Mr Lalu Prasad presents the
Railway Budget, the World Bank has recommended to
the Centre an increase in passenger fares and reduction
in freight charges.

In a presentation where officials from the PMO,
finance ministry and Planning Commission were pre-
sent, the Bank made a number of points, all of which
point towards a hard Railway Budget. Sources said Mr
Prasad is keen on doing exactly the opposite, in terms of
passenger fares and freight charges.

According to the Bank’s statistics, the average passenger
tariff in India is 55 per cent lower than in China but the
freight tariff is 70 per cent higher. The average passenger
fare in the USA is 0.55 cents per km while it is 1.25 cents
per km in China, the presentation said.

On the other hand, freight tariff was 1.6 cents per km in
India and 0.96 per km in China, Overall, it said, India’s
cfforts to upgrade its transport infrastructure is about 10
years behind China’s.

Some of the other suggestions of the World Bank are:
B Eliminate loss-making services and lines and use the
real estate (the Railways is one of the largest owners of
land) for income generation.

B Privatise major areas, including dedicated freight lines
and container corridors.

B Decide, once and for all, whether the Railways is a
commercial organisation or it has social obligations.

W Make only financially viable investments and cut
down projects sanctioned for political reasons.

The Bank warned that the Indian Railways was falling
behind its Chinese counterpart. If the Chinese Railways
had invested $85 billion over the decade. it was $17.3 bil-
ltion in India. Similarly, the average employee output in
the Chinese Railways is more than twice that of the
Indian Railways. The staff costs for IR are not sustain-
able — the Chinese spend far less on wages and salaries.

2 8 JAN 2005 N
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4 ~ oKamal Nath to lead _
,}4& .delegation to %iwog .

DELH]I, Jan. 23. — The Union erce and 1nd
try minister, Mr Kamal Nath will lead a high-power delega-
tion to the Davos World Economic Forum Summit begin-
ning 26 January to be followed by a WTO mini-ministerial.

The WEF meeting assumes importance as it comes at a
time when Indian manufacturing and exports were looking
up and Mr Nath will use this opportunity to showcase the
country as an ideal destination for foreign direct investment
(FDI). Mr Nath is being accompanied by the minister of
state for science and technology, Mr Kapil Sibal and a 50-
member CII delegation for the four-day summit.

With India emerging as a low-cost manufacturing centre
for pharmaceuticals, a delegation of the industry, which is
expected to grow at 35 per cent, is expected to go with the
muinister to Switzerland. — PTI
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On December 27, the Centre issued the
Patents (Amendment) Ordinance, 2004. The
ordinance amends the Indian Patents Act,
1970 for the third time with a view to
introducing product patents for drugs, food
and chemicals. With this, India claims
to have conformed to the Trade-Related
Intellectual Property Rights (TRIPS) Agree-
ment of the World Trade Organisation.
Even so, it is a mystery why the redeeming
provisions permissible even in the TRIPS
Agreement have not been included. The
ordinance virtually rules out access and
availability of medicines at low cost.

To give a recent instance, multinationals
charged $12,000 annually per person for
AIDS anti-retroviral (ARV) drugs, but were
compelled to reduce prices because India
under the existing process patent regime
introduced generic versions of the ARV
drugs at $140 annually per person. Coun-
tries like Pakistan under product patent are
already reeling under monopoly prices
charged by MNCs. According to reports,
Pakistan’s consumers could have saved over
Rs 100 crore on only nine medicines in 1995
if the companies had offered Indian
prices. These medicines consti-
tuted 14% of the retail market in
Pakistan. At Indian prices, the
expenditure incurred by the
people of Pakistan on those
medicines would have fallentoa
third, resulting in a 66% saving.
The saving would have been still
more phenomenal at current
prices. For example, 10 tablets
of the anti-inflexilant cipro
flexocine cost Rs 50 in India,
against Rs 400 in Pakistan. Anti-ulcer
medicine ranitidine costs Rs 74 a packet in
Pakistan, against Rs 5 in India.

Faced with this reality, some of us urged
the government against amending the law
to switch over to product patents. But it
appears the Centre does not have the
political will to take on the MNCs. It has in
its ordinance not made changes that are
permissible even under TRIPS following the
2001 Doha Declaration on public health. The
Doha Declaration states that TRIPS should
be interpreted and implemented in a
manner supportive of WTO members’
rights to protect public health and promote
access to medicine for all.

Our present Patent Act strikes a balance
between the property rights of a patentee
and the public interest involved in cheap
availability of medicine. It empowers the
controller of patents to grant a licence to
produce any such product to any person
on terms as he thinks fit, even if the
patentee has refused to do so. This equitable
provision has also been accepted by Doha
Declaration. Following this, Brazil, Canada,
China provide for compulsory licence
being granted on reasonable terms if the
patentee has refused to comply in spite of
commercial terms having been offered. The

By Rajindar Sachar (\
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deliberate omission of this public interest
provision in the ordinance, even though
permitted under the TRIPS Agreement, is
hard to explain. The absence of such provi-
sions for compulsory licensing will only
enable MNCs to charge monopoly prices.

Another serious flaw in the ordinance is
that it proposes to do away with the effective
pre-grant opposition procedure. At present,
there are 6,000 pending applications
(received during 1995-2004). Though for-
mally permitting a pre-grant opposition to
the grant of patent, the 2004 ordinance
states that the controller will not give a
hearing to a person opposing the grant. This
provision reduces the pre-grant opposition
virtually to a mockery; it seems all the more
objectionable when countries like Aus-
tralia, New Zealand and Pakistan have
granted full pre-grant hearing to the objec-
tor. This denial will lead automatically to
the grant of patent to most of these 6,000
mailbox applicants and expose local manu-
facturers to patent infringement charges. A
provision should be made that the products
already in the market between 1995 and 2004
should be immune from challenge for patent
infringement as a result of patents being
granted to any of these 6,000 applicants.

The ordinance has not pro-
perly incorporated the August
30 decision of the TRIPS
General Council, which permits
the grant of compulsory licen-
ces for export purposes to
countries with no or insuffi-
cient manufacturing capacity
in the pharmaceutical sector.
The ordinance proposes to
permit compulsory licensing to
a country with no or insuffi-
cient manufacturing capacity in the phar-
maceutical sector, if there is a correspon-
ding patent in the importing country This
ignores the fact that in many cases there
may not be any patent protection in the
importing country, because the deadline
for Least Developing Countries (LDCs) to
comply with TRIPS is 2016. In such a situa-
tion, Indian drug companies cannot export
to LDCs, leaving the field open to MNCs.

With so many dangers looming on the
public health horizon, the government
should not have issued an ordinance. These
are matters that need to be debated fully in
Parliament. The facile explanation that had
the ordinance not been issued, it would have
violated the January 1, 2005, deadline — by
which time India was expected to change
the patent law to comply with TRIPS and
incur penalty if it didn’t — is an imaginary
ghost. UK, France, Argentina delayed mak-
ing amendments to conform to TRIPS by
three years, one year and four years, respec-
tively, without incurring any penalty.

The government should repeal the
ordinance. The matter must be left to the
wisdom of the representatives of the people
in Parliament.

(The author is former chief justice of Delhi
high court.)
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"The fallout

HE PATENTS (Amend-
ment) Ordinance, 2004
introducing  product
patents for all industrial
sectors has been announced
and along with the deletion of
Section 5 of the principal Act of
1970, dealing with the exemp-
tion of drugs, foods and chem-
icals from the scope of product

“Q/\

marketing rights) which
many ways was an anachro-
nism as it provided protection
without grant of patents.

At the same time, if the clear-
ance of mail-box applications
takes up to four years post-2005
and the validity remains at 20
years from the date of applica-
tion, the virtual protection peri-

The contentious issues such as imports
not being considered equivalent to
working of the patent could be a matter
to be taken up with the TRIPS Council,
says M. D. Nair.

patents, a few new features
have been added. Those who
oppose India honouring its
commitment under the GATT
{General Agreement on Tariffs
and Trade) of which Trade Re-
lated Intellectual Property
Rights (TRIPS) was a part, often
forget that the country has
much to gain by being a mem-
ber of the global community,
considering that it is among the
fastest growing economies and
perhaps the second largest re-
pository of scientific and tech-
nical talent in the world.
Myopic visions of some interest
groups do not help broader
macro-economic  considera-
tions affecting various sectors of
the Indian economy, whether
they are in textiles, other manu-
factured goods or agriculture.

Unlike individual stakehold-
ers in a particular sector, the
Government needs to take a
balanced view to ensure that
overall national interests are
protected and in that process a
give and take on many issues
with other members of. The
World Trade Organisation will
be prudent. Through the ordi-
nance the Government has tak-
en into account the concerns of
various stakeholders on the im-
plications of the Bill presented
by the previous government to
the Lok Sabha in December
2003.

Other major issues

While the deadline of January
1, 2005 for introduction of prod-
uct patents for all innovations
including drugs and food prod-
ucts has been met, the other
major issues addressed in the
ordinance include the need for
a facility for pre-grant opposi-
tion as provided for in the IPA
1970 and virtual removal of the
provision for EMR (exclusive

newoy

od for a product patent filed in
1995 will be reduced to six
years, a period far too short to
be of any benefit to the inven-
tor.

Exporting rights to assist least
developed countries with no
technical ability to utilise their
compulsory licences as provid-
ed for under the Doha Declara-
tion are to be exercised by
India, even though the rules
mandated by the TRIPS Council
for its implementation call for a
debate, issue of compulsory li-
cences in case of non-manufac-
ture in the country as well as in
situations of healthcare emer-
gencies resulting from diseases
other than malaria, TB and
HIV/AIDS mentioned in the
Doha Declaration, provision of
parallel imports from the
cheapest source in another
member country and powers
for issue of compulsory licences
in deserving cases of non-avail-
ability, non-accessibility and/or
non-affordability of patented
drugs are the other features.

Apparently restriction of pat-
entability to the first innovated
molecule, with no provision for
granting patents to derivatives,
polymorphs, isomers, new crys-
tal forms-and new delivery sys-
tems to prevent what has been
referred to euphemistically as
ever-greening of the patent by
the original innovator, has not
been incorporated. This is justi-
fied as establishing higher stan-
dards of patentability for an
invention is strictly within the
rights of nation states under
TRIPS and through patent office
action the legitimacy of patent-
ability of any invention can be
challenged ' and patents not
granted.

Similarly with respect to new
uses for existing molecules, the
yardstick of patentability,

g&Pa

va's g
in ‘namely, novelty, in?:;ltivlneit

and industrial application can
be applied as per the terms and
guidelines of the national law of
each member country without
redefining the meaning of what
constitutes an invention.

Pre-grant opposition

With respect to pre-grant op-
position to avoid frivolous ap-
plications, there is already a
provision under the Indian Pat-
ents Act 1970 under Section 3
which forbids such applica-
tions. There is no indication so
far that this provision will be re-
pealed under the Third Amend-
ment. In addition, as per the
Second Amendment to I[PA
1970, pre-grant examination of

K

nclmy of these new provisions
can be accommodated within
the TRIPS provisions under Ar-
ticles 1, 7, 8, 27, 30, 31, and 69 of
TRIPS which are amenable to be
interpreted to favour the new
Indian patent legislation.

With reference to more con-
tentious issues such as imports
not being considered equiva-
lent to working of the patent,
permission to stockpile prod-
ucts to enable early introduc-
tion of the generic product and
liberal compulsory licensing
norms, while strictly not com-
pliant with TRIPS, have been
generally endorsed by other
emerging economies such as
Brazil, Venezuela, South Africa,
Argentina and Egypt and hence

PRODUCT PATENTS: The deadline for introduction of
product patents for all innovations has been met through
the Patents (Amendment) Ordinance, 2004, which
addresses many specific issues relating to the
pharmaceutical industry. — Photo: AFP

patent applications is to be
done away with and the appli-
cations are to be published
without examination automat-
ically 18 months after they are
filed.

While some inequities and
non-compliance with TRIPS
provisions are bound to be
raised, as a sequel to the provi-
sions under the ordinance, in
balance, it would appear that

could be a matter to be taken up
with the TRIPS Council to find
an acceptable and at the same
time equitable solution within
the world body’s game rules.
As international multilateral
agreements go, the TRIPS
agreement has maintained an
equitable balance between the
rights and privileges of the in-
ventor and the user. However,
the TRIPS document and it7

tents Ordinance

mandatory status for member
states, regardless of their eco-
nomic status, provides a wide
latitude for interpretation and
implementation of most claus-
es to make them beneficial to
their interests while staying
within the overall ambit of the
TRIPS provisions. Wherever
there is scope for further nego-
tiations to improve upon the
present format and contents in
selected areas of concern to in-
dividual members or groups of
members, the TRIPS Council
and the inter-ministerial con-
ferences are excellent forums to
promote their causes.

Dispute areas

However like in the case of
most legislations with interna-
tional ramifications, India can
possibly default on two counts,
the first with respect to the
framing of the rules which gov-
ern the Act and second with re-
spect to implementation of the
rules in a just and timely man-
ner in order to be fair to the in-
ventor and the user. While the
judicial system in the country is
not only strong but also just, re-
gardless of the parties involved,
many provisions under the Act
will possibly lead to a highiy liti-
gious industrial sector unless
utmost diligence and caution
are exercised while framing the
rules to anticipate potential dis-
pute areas and appropriate
steps are taken to avoid them.

On the pro-active side, one
also needs to consider whether
India should take a lead in as-
pects of intellectual property
protection outside the strict
ambit of the mandatory provi-
sions embodied in the TRIPS
Agreement.

Some of them are protection
of traditional knowledge, prac-
tices, medicinal plant resources
and products indigenous and
unique to India through special
‘sui generis’ type of protection
systems, the usefulness of en-
acting provision for petty pat-
ents and protection of heritage

sites  through  appropriate
legislations.
While the first priority will be

to enact legislations and imple-
ment them in a manner that
yields the maximum benefits to
the country within the current
framework of the TRIPS Agree-
ment, it is equally important to
design innovative approaches
to protect the unique natural
and knowledge assets of the
country.
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NEW DELHI, Dec. 31. —
Mr Kamal Nath had said in
December that with the
new patents regime coming
into effect today, if the
R&D was protected in the
pharmaceutical industry,
consumers would ultimate-
ly benefit since they would
have access to more
advanced medicine. Better
drugs will certainly reach
the market, but that’s no
guarantee for their access.
Drugs may be considered
accessible when they are
available and affordat’e.
Anti-retroviral therapy, for
example, is available. But
less than 10 per cent of peo-
ple living with HIV/ AIDS
can access it in India.

To that the minister
would say, as he’d said ear-
lier, that the government
has enough safeguards like
compulsory licensing and
price control to keep the
prices in check. Though the
state’s asking for licensing
won’t infringe on the
TRIPs’ regulations, hardly
any part of the DPCO
(Drug-Price Control
Order) could remain in its
present stringent form. If
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drug prices. A class of
product, say — mobile
phone services, has seen a
checked price regime only
because there, service
providers are dealing direc-
tly with people. Whereas in
case of drugs, pharma com-
panies don’t sell their prod-
ucts directly to people.
History supports our
apprehension — In 1995-
96, after a round of price
decontrol through the
Drug Price Control Order
(DPCO) 1995, most drugs’
prices had shot up. Ditto
2002-03. With each amend-
ment of the 1970 Act, more
leeway was tﬁwen ‘to the
inventor and the prices shot
up. This amendment can-
not be different — rules the
TRIPs. “..India gives her-
self opportunities in ex-
ports and potential to
become a hub in R&D-
based clinical research out-
sourcing, specially in bio-
tech,” Mr Kamal Nath said.
This is redoubtable. The
onus now lies on the indus-
try, of which pharma is a
part, to shun its lackadaisi-
cal state and improve upon
the pitiable percentage of
Indian patents abroad.
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Dec. 31. — The year 2005 starts
disallowing Indian companies to
legally produce generic versions
of drugs currently protected by
.patents. Under the regulations of

. Trade  Related Intellectual |

Property Rights (TRIPs) and the

WTO, India is duty-bound to

accept this international law.

From the consumer’s point of

view, the impact could be unavail-

ability of cheap generic drugs
before the 20-year protection
period lapses.

Let’s face facts: a patented
drug’s retail price = its manufac-
turing cost + royalty to the inven-
tor + brand value of the drug +
incentives claimed by the inventor
+ dealer’s margin.

The second, third and fourth
constituents herein are the result
of the Indian government’s com-
pulsion to conform to TRIPs. This
does not necessarily mean prices
of all medicines will shoot up.
Why not ? Well, the proposals
take advantage of some allowed
under TRIPs itself. For instance,
natural inorganic things cannot be
patented.

The most notable feature of the A N
Ordinance: it cannot attempt to TEs !
go beyond a strict interpretation m STA M )
of the TRIPs.

Articles 7 and 8.2 of TRIPs,
which recognise the need to bal-
ance the rights and obligations of o 1 JAN 2305
patent holders — make them
release their clutches even over
such drugs which are not life sav-
ing. Such provisions ought to
reduce prices of some drugs. Yet,
despite Mr Kamal Nath’s assur-
ances, fears are yet to be allayed.

Minister, medicine and you:
page 2
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NEW DELHI, DEC. 31. India‘ws?eps
into a radically changed world
trading order in the new year
with the long-awaited disman-
tling of the multi-fibre textiles
agreement (MFA) and the shift
to a product patents regime for
the food, chemicals and phar-
maceuticals industries. While
the removal of quotas on ex-
ports to developed countries
may bring about a boom in tex-
tiles exports, the move to a
product patents regime could
prove far more challenging to
the domestic industry. In fact, a
segment of the drugs industry is
already pointing out flaws in the
ordinance issued on December
26 to amend the existing patent
law to bring it in line with rules
laid down by the WTO.

Official sources point out
there was no option but to issue
the amending ordinance since
India is a signatory to the 1994
agreement establishing the
WTO as well as the one on trade
related intellectual property
rights (TRIPs). The TRIPs agree-
ment is part of the WTO pact
which India had ratified. In fact,
it was the present Defence Min-
ister Pranab Mukherjee who
had then signed the agreement
in his capacity as Commerce
Minister.

Patents regime

Under the terms of this
agreement, the patents act was
to be amended as soon as the
10-year transition period for de-
veloping countries expired on
December 31, 2004. For this
country, which has a major
* chemicals and pharmaceuticals

By Sushma Ramchandran ¢ industry, the earlier process

patent regime being followed
was extremely beneficial as it
enabled manufacturers to pro-
vide drugs to consumers at
much lower costs than in the
developed countries. With the
process patent regime, manu-
facturers could produce similar
drugs being supplied abroad by
making a marginal change in
the process of production
though the ulimate product
would be virtually the same.

Drug trade resilient

It was this system that en-
abled Indian drug manufactur-
ers to manufacture even
anti-HIV drugs at much cheaper
rates than multinationals. This
in turn forced developed coun-
tries to concede at the WTQ’s
Doha conference that licences
could be issued on public
health grounds to manufacture
patented drugs but several con-
ditions were attached to this
concession.

Even so, the domestic drugs
industry is currently resilient
enough to face the challenge
and associations such as the In-
dian Pharmaceuticals Alliance
and the Indian Drug Manufac-
turers Association (IDMA) are
convinced that it should be able
to face the paradigm shift with-
out any major problems. They
continue, however, to seek
some significant changes in the
ordinance amending the pat-
ents legislation.

“Full safeguards”

The Commerce and Industry
Ministry feels, however, that
there are “full safeguards for
public health concerns” in the

ordinance of Decem

-New world trading order:
mixed results for India |

er 26. It
says there are “effective provi-
sions” to ensure availability of
products at reasonable price
through compulsory licence
and for revocation of patents for
non-working in India as well as
in public interest. It also pro-
vides for parallel import so that
the patented product can be-
come available at the lowest in-
ternational prices. )

The Ministry claims the
needs of the public in regard to
availability and affordability are.
taken care of and public interest
particularly public health and
nutrition are fully protected.

The law effectively balances
and calibrates intellectual prop-
erty protection with public
health concerns and national
security, it says.

Chinese competition

In contrast, the outlook on
the second major development
in the trading arena — the dis-
mantling of the MFA — appears
to be entirely positive with nu-
merous studies having cited
bright prospects for textiles ex~
ports from this country to the
developed world.

The only cloud on the hori-
zon could be the tough compe-
tition that India will face from
China which is far ahead in
terms of volumes and establish-
ed production capacity.

The textiles industry which
had resorted over the last 10
years to setting up units in Ban-
gladesh, Sri Lanka and Mauriti-
us to~ overcome the quota
handicap of exporting from In-
dia is now likely to expand pro-
duction capacities in a big way.
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