Grassroots Reachout and Networking in India on Trade and Economics

(GRANITE)

CUTS Centre for International Trade, Economics & Environment (CUTS-CITEE) is implementing this project in association with a number of civil society organisations in different states. The objective is to develop long-term capacity of Indian civil society organisations and others to comprehend and articulate on issues of globalisation and economic liberalization and their relationship with development and poverty reduction. The target audience is civil society groups and other organisations, media persons, opinion makers, government officials, etc. The following is a report of the workshop organized in Chandigarh on 28th November, 2002 in association with Consumers Forum Chandigarh.
INAUGURAL 
Chair: Sh. R. S. Gujral, Secretary Home & Consumer Affairs, U.T, Chandigarh

Speakers: Col. G. S. Sandhu, VSM, Officiating Chairman, CFC


     Lt. Col. Sarwan Singh, Secretary General, CFC


     Ms. Mita Dutta, CUTS, Calcutta


     Dr. Gautam Vohra, DRAG, New Delhi

Brig. J.S. Phoolka, Retd, At the outset, introduced the speakers of the session & also thanked CUTS, Kolkata & Oxfam India for providing opportunity to Consumer Groups in Northern India Region to be familiar with the Economic Issues faced by the country & how these were affecting the day to day lives of the consumers. He then briefly explained the topics of each session to be followed by panel discussion after each speaker to clarify any doubts.

Col. G.S. Sandhu, then warmly welcomed the Chief Guest, Sh. R. S. Gujral, IAS, Secretary Home & Consumer Affairs. He also welcomed the participants who had come from far & wide to take part in the deliberations. He then gave brief resume of the activities of the Consumers Forum Chandigarh in the awareness campaign of C.P. Act, Citizens Charter & Rights of Consumers.

Col. Sarwan Singh, stressed the need of taking up Global Economic Projects to educate the masses at grass root level. He said that the consumers were almost unaware about the provisions of WTO & the Economic Issues faced by the country. The consumers of the Northern Region had a golden chance provided by CUTS, Kolkata to learn about various facets of the Economic Liberation issues set in motion by the Govt. Referring to the provisions of WTO, he said that various doubts about its effects on consumers, trade, labour & industry were lingering in their minds & hoped that the deliberations of the day would clarify most of these doubts. He also informed that lots of literature received from CUTS for free distribution has been put in the folders being handed over to the participants. This could be very useful for the in depth study of the subject.   


Ms. Mita Dutta, said that the aim of the project was to generate awareness & build capacity in civil society, media, govt. officials & academia on economic issues with special emphasis on provision of WTO. She said that already 5 workshops had been organized in Lucknow, Hyderabad, Bangalore, Bhopal, Calcutta & the last one has been arranged in Chandigarh to cover the Northern Region of the country. Giving a short resume of the Backgrounder, she said that there was not only lack of public awareness but there was lack of involvement even from the Govt. Ministries other than Ministry of Commerce. On one hand, even media was found misquoting things & on the other hand, the civil society was suffering from short sightedness & was blaming the system. India has been leading the brigade of opposition to more liberalization at WTO Conferences. It is up to us now to try & understand the opportunities & Challenges arising from the provisions of the WTO.

Dr. Gautam Vohra, said that to him WTO is forced to reckon with the changing economic realities, hence it has not only included GATT, TRIPS & TRIMS but it is combining COMPETITION & FDI also. In his opinion, the marginalized section of the society was not protected by WTO. The focus of the civil society should be to pressurize the Central Govt. to ensure that the poor are not left in the cold in the new economic issues. National & State Govts should legislate & strengthen their internal institutions & try to fulfill the WTO Commitments. To him, WTO is a powerful tool for market liberalization.

Sh. R.S. Gujral Chief Guest, in his inaugural address appreciated the role of CFC, CUTS & Oxfam India in taking up the programme of capacity building of civil society groups on economic reforms. He said that similar awareness initiatives should be continued in a systematic manner in all parts of the country. According to him, advanced countries should have balanced & equitable Grievances Redressal Mechanism for all member countries. Although upper & middle level sections of society have benefited from the economic liberalization measures but the benefits have not yet percolated in the marginalized sections of the society.

He agreed with Dr. Vohra’s views that CUTS with it’s expertise should crystallize his suggestion of formulating a National Legislation in consultation with other experts & Academia. India should take firm stand to ensure protection to its own local products. There should be no disparity on procurement. We should protect our small-scale industries & not destroy mini steel plants, chemical & pharmaceuticals industries. 

Lastly, he asked the organizers to bring out full Report in a pamphlet form on the proceedings of the Workshop.

Brig. J.S. Phoolka, thanked the Chief Guest for joining & chairing the inaugural session in spite of his heavy schedule of commitments of that day.

Economic Reforms in India
Chair: Dr M. R. Khurana, Department of Economics, Punjab University, Chandigarh

Speakers: Prof. M. R. Agarwal, Department of Economics, Punjab University,                

                Chandigarh


    Sh. Rajiv Raghunath, Resident Editor, Financial Express

Prof. M. R. Aggarwal traced the history of Economic Reforms initiated by Sh. Manmohan Singh, Finance Minister, in the year 1991. At that time, the Forex reserves had plummeted to a mere $ 975 million, hardly sufficient to pay for two weeks of imports & GDP. Export & Industrial growth had negative growth. In the last 10 years, no doubt, there has been general improvement in economy but not so in every segment. The most important question was as to whose role was more important – State or Market. According to the experts, both State & Market are important players for removing poverty & generating employment. There are regional disparities. Regional Trade Groups are denying access to market although trade groups are increasing in numbers. He raised this point in response to the denial of market access tactics that Dr. Vohra had raised.

In last few years, the economic growth has been around 6% which is good growth but this is largely due to better performance of manufacturing and service sectors. The projected rate of growth of 8% could not be achieved due to poor growth of agriculture. Though poverty has come down but inequalities of income have increased. Unemployment has also increased. As far as WTO is concerned, this is an instrument of globalization. It is not a question of joining or not joining now, we have to liberalize & globalize our economy. The market has to work on the principle of free trade. Though the subsidies in EU, NAFTA & USA are very high but the developing countries like India are being forced to reduce the subsidies. There is little scope of bargaining in this sector. Really speaking, the makers of rules are acting as breakers of Rules.

Sh. Rajiv Raghunath said that the ten years reforms haven’t taken up the country into “Shangri – La” but we have woken up to the harsh realities of globalisation & more recently to WTO norms. There are marked improvements in GDP growth, Foreign Direct Investment Sanctions & improvement in reduction of debt service ratio. Liberalisation has also brought down the excessively high tariffs which in certain cases were touching 400% though the average ranged between 100% to 150%. These tariff rates have come down to the average of nearly 25%. Quantitative restrictions in most consumer goods have been completely dismantled.

The process of liberalization is facing some hiccups here & there but there is no going away from the fact that the Govt. should only confirm to Governance & Facilitation & the real business should be left to the private players. The Reforms programme has also scripted success stories in Telecom, pharmaceuticals & bio – technology. Talking about the subsidies, he said that the fertilizer & food subsidies are posing few challenges. Almost 0.7% of GDP goes into fertilizer subsidies but the benefit of it does not reach the farmer & there is a feeling that the economic reforms have virtually by passed the agriculture sector.

Lastly, he spoke about labour reforms which are very necessary to enable the Indian Industry & Agriculture to compete with the world trade markets. He summed up the impact of WTO on Indian Economy on the following factors:

· Political will is required to attend to unfinished agenda of Privatisation, accelerated reforms in Infrastructure specially Power, Roads, Railways & expansion of Ports.

· There is a need for special assistance to small-scale industries.

· Domestic Industries should equip themselves with the modern technology to compete with the other nations.

Dr. M.R. Khurana, Chairman of the session commented that tertiary sector is more dominant than the primary & secondary sectors. He said that tertiary sector contributes 50% of GDP (Gross Domestic Product), 28% by Agriculture sector & 21-22% from manufacturing sector. It may show that India has high level of growth but it is not so in reality. For development, only primary & secondary sectors are not enough. If you are trying to appraise, 3 things are there, namely, inequality, unemployment & poverty. For Sustainable growth one has to ensure that there is no environmental degradation, catch up the technology, build one’s institutional mechanism & strong infrastructure, as infrastructure is the nerves of the economy.

Competition Policy 

Chair: Prof. Satish Kapoor, Head of Business School, Panjab University, Chandigarh. Speaker: Col. (Dr.) P.K. Vasudeva, WTO Expert.

Dr. P. K. Vasudeva gave an insight to the Composition of Competition Commission of India & the Draft Competition Act which was awaiting approval of the Parliament. With the approval of Competition Act, the MRTP Act will be repealed. The pending UTP cases then will be transferred to the concerned Consumer Redressal Courts. Only the pending MRTP cases will be taken up by the Competition Commission for adjudication.

The decision to have the Competition Law in India has drawn strong reactions from the Trade & Industry. Their opinion is that the Act should not be enacted now. It should wait till the year 2005 & also provide safe guards & Protection to the Industry for a certain period to get adjusted to the provisions of new Act.

Salient Features of Competition Policy

        i) The Industries (Development & Regulation) Act 1951 may no longer be necessary   

           except for location for environment protection & for protection of monuments for   

           national heritage considerations.

ii) The Industries Disputes Act 1947 & the connected Statutes need to be amended to provide for easy exit to non – viable, ill – mannered & inefficient units subject to their legal obligations in respect of their liabilities.

iii) The Board for Industrial Finance & Restriction formulated under the provision of Sick Industrial Companies should be abolished.

Trade Policies

i) All Trade Policies should be open, non – discriminatory & Rule Bound.

ii) Anti – competitive practices should be considered as illegal. Blatant price, quality & territory sharing agreements & cartels should be considered as illegal.

State Monopolies

i) The State monopolies & Public Enterprises should fall under the competition Policy to prevent monopolistic, restrictive & unfair trade practices. The State Govt. should divest its shares & privatize them in all sectors other than those serving Defence & Security needs.

ii) The State monopolies & Govt. Procurement & Foreign Companies should be subject to Competition Law.

Competition

i) The term Dominance & Dominant Undertaking must be suitably defined in the Act. The abuse of dominance needs to be frowned upon. The Predatory pricing should be treated as an abuse only if it is indulged in by a dominance undertaking.

ii) Exclusionary practices, which create a barrier t the new entrants or forcing existing competitions out of the market, will attract the provisions of the Act.

iii) Pre-notification should be made for merger beyond a certain limit which may be fixed at the asset value of Rs. 500 crores or more, with suitable other guards.

Investment and Economic Growth

Chairman : Shri Karan A. Singh, IAS, Secretary Finance, UT, Chandigarh.

Speaker    : Shri Rajan Kashyap, IAS, Principal Secretary Irrigation & Power, 

                   Punjab State, Chandigarh.

Sh. Karan A. Singh gave an insight of investment in Infrastructure & how it determines the rate of growth in the country. Investment according to him may be on human or on technology capital.

Mr. Rajan Kashyap narrowed down the discussion to investment in Infrastructure at State level. He felt the topic of the session is complex & should have a focused discussion. There was a need to narrow down to a specific subject. He narrated the success story of privatization of Health Services in Punjab & suggested that other states may also follow the role models, which are tested at ground levels. 

External investment in infrastructure is a new field for most State Govts. The Govt. of Punjab has made a study of the system adopted in some other States. The Govt. has also consulted expert institutions such as National Council of Applied Economic Research & National Institute of Public Finance & Policy. The Govt. by an ordinance signed by the Governor on 15th October 98, established the Punjab Development Board whose functions have been codified in Punjab Infrastructure (Development & Regulation) Act 2002. The Board is headed by the Chief Minister & includes other ministers & senior civil servants. The enactment enables Govt. to levy infrastructure fee on petrol & food grains to be used for upgradation of infrastructure in the State.

To have a balanced view, he said that the policies should be flexible, transparent & accountable. To achieve the Service Providers should; 

a) Lay down a User Charter

b) Services should be cost effective

c) Efficient Infrastructure

d) Efficiency in service delivery

WTO- Opportunities and Challenges 

Chairman: Prof. Sucha Singh Gill, Deptt. of Economics, Punjabi University, 

                            Patiala, Punjab.

Speakers : Dr. Samar Verma, ICIRIER, New Delhi

 

Padam Shri J.S. Hara, M.A. (Economics)

Dr. Samar Verma began his paper by clearing apprehensions about some myths & realities;

Myth: WTO is undemocratic

Answer: No, decisions in WTO are generally by consensus. In actual fact, it is even more democratic than majority rule in democracies because every one has to agree before a decision is taken. It means that every member country has a voice.

Myth: WTO is free trade at all cost

Answer: Not true. WTO agreements mandate a quota free trade. One of the principles of WTO is for countries to progressively lower trade (Tariff) barriers but how these trade barriers should go, is negotiated among members.

Rules written in the agreements allow barriers to be lowered gradually so that the producers could adjust.

Myth: Small countries are powerless in WTO

Answer: Not true. In WTO, there is ‘One member & one vote system’.

In fact, WTO aims at Freer – Not free trade – in a stable, predictable & fair Regime. He then enumerated the Challenges faced by the countries. He laid stress on the following policies:

a. Role of Government to be correctly defined.

b. Trade/Business has also got to define their roles to be able to compete in the world market.

c. There was need to forge a symbolic link among Govt. business & academia.

d. Domestic Reforms for enhanced global competitions.

Agriculture & Challenges before India

Agriculture has been a very contentious area because of heavy political overtones. There have been differences of opinion on Agriculture in Seattle Ministerial Conference. India has to recognize that there are many hurdles in the way of its becoming a major player in global grain economy in the near future. At this point, India should mainly concentrate on domestic Reforms in agriculture. State Govts. Should be taken into confidence to start the much-needed land reforms. The factor of Diversification has also to be brought home with the Reforms in Animal Husbandry, Horticulture & Floriculture.

Padam Shri H.S. Hara, who is a renowned agriculturalist in Punjab for the last three decades, said that the time allotted for discussion of WTO & its effects on Agriculture issues is too small. Justice cannot be done to this important issue in a matter of few minutes.

He said that WTO has somehow created a scare among agriculturalists in the country which is not true. He feels that WTO is providing a global opportunity to Indian Farmers to go in for it whole-heartedly. The foreign exchange position of the country is very healthy. In our country, 70% people live on agriculture. Indian farmer is industrious & hardy. He has already made the country self sufficient in food. Now he has to be educated to compete with the world market by increasing productivity, diversification by changing the cropping pattern. The Govt. must provide the necessary infrastructure by reducing intra – country transport costs, provide quality seeds to the farmer as the yield thereby can be increased more than 150% which will enable the Indian farmer to compete in the world market.

The discussions during the session centred on:       

· Technical barriers by many countries to protect their domestic industries which distort trade.

· Anti – competitive effect arises because certain countries set national, technical, sanitary & phytosanitary measures at levels much higher than the generally accepted international levels.

Prof. Sucha Singh Gill, Chairman, summarized the session proceedings by saying that we have to assess the situation objectively. WTO & GATT are complex economic documents & one has to be an economist to understand these. WTO is a contentious document in his opinion & it was signed under duress. The developed countries are makers of rules & at the same time they are the breakers of the same rules. Whatever subsidies the developed countries are giving are valid but whatever India is giving aren’t valid. India signed an agreement with Bill Clinton to remove negative restrictions. Prices of agricultural commodities in last 100 years have increased much slower comparatively than the prices of manufactured goods. In International market, the price of wheat is Rs. 450/- per quintal while in open market it is Rs. 900/- per quintal. In spite of higher productivity, the market prices have not gone down. Our production rate is higher but we are not spending enough in research. The expenditure on R&D in India is just 0.6% of GDP which is negligible as compared to the western nations. Indian economy is still cart economy while USA & other developed nations are having supersonic economies. In spite of disparity in prices & India having large stocks of wheat, we are bound to import wheat from outside. We must give a serious thought to these conditions. In his opinion, the bureaucracy has not read the WTO seriously. We need to identify our weak points & understand the market fundamentals. Infrastructure has to be given highest priority. Misuse of funds other than on essentials must be curtailed. If people are not vigilant, Govt. becomes apathetic, was his last warning.

The Way Forward 

Mrs. Sunita Roy, Programme Co-ordinator, CUTS, Delhi, based on the deliberations of the day’s proceedings, summerised the main findings of the workshop as under:

· CUTS to plan a long-term capacity building programme with civil society groups  (women groups, govt. agencies at Centre & State level).

· To facilitate the target groups to analyse, articulate & advocate on the issues of globalisation in creating well-informed society.

· Formation of State reference groups in States where the feedback will be presented from the grass root level to the policy makers.

· Reports & recommendations of these workshops & dialogue to be prepared in local languages as advocacy tools to convey the views to authority.

· There is a need for strategic planning to study & analyze the effects of globalization.

· Elected representatives need to be associated fully to create a political will in the country.

· Lastly, it is a golden opportunity for India to be well prepared as a hard hitting negotiator in all global conferences to protect the interests of the country as a whole.

Vote of thanks was read by Sh. R.K. Kaplash, Vice Chairman, CFC. He profusely thanked Consumer Unity & Trust Society (CUTS), Kolkata & Oxfam India Trust for organizing the Workshop in collaboration with CFC at Chandigarh thus giving a chance to the citizens of North West India to get to know the Economic Issues related to WTO. He was all praise for the highly qualified team of experts who took part in the deliberations as Chairpersons & Speakers of various sessions. He thanked the participants some of whom had come from long distances from Punjab, Haryana & Himachal Pradesh to take part in the deliberations. Finally, he thanked the conveners of CFC specially Col. Sarwan Singh, Secretary General, who worked day & night for making a success of this important Workshop.
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