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 Lucknow on 28th October, 2002, in association with Indian National Consumer’s Federation (INCF).

INAUGURAL 
Chief Guest: Justice Polak Basu, Chairman State Commission U.P.

Moderator: Mr. Arun Kumar Mishra President of INCF

Keynote Address: Ms. Mita Dutta of CUTS, Calcutta
Arun Kumar Mishra President of INCF, Lucknow, welcomed the guest and mentioned that initiative has been taken to mainstream trade into national plan for economic development and strategies for poverty reduction.

Mita Dutta briefly introduced CUTS and its objective of initiating grassroot reachout  and networking in India on trade and economics through building up capacity and generate awareness among the civil society, media, academia and researchers etc throughout the country. A series of such workshops on some issues at various places in India has been organized in association with respective local partners.  This is the  sixth one in this series being organized at Lucknow in association with Indian National Consumers Federation.

Before coming to the main subject Polak Basu  stressed on the punctuality and emphasised on necessity of single national language for better communication across the country. According to him the mixed economy was adopted after independence though Gandhiji stressed on revival of cottage industries, but in reality, more emphasis was given to heavy industries.  After following mixed economy model India reached to a point in early 90’s when it decided to join WTO. Though China initially walked out of GATT agreement, its joining WTO puts new challenges on India. While China used its  resources very well for the economic development of the country India could not achieve the same despite being very rich in natural resources.  But nevertheless he feels that India should be part of  international interaction, with properly laid down policies.

Economic Reforms in India    
Chair & Speaker: Dr. T. N. Dhar, Former Secretary, Indian Institute of Public 

                            Administration, Lucknow 

T.N. Dhar mentioned that reform is not an isolated process, which should be visulised & tackled in holistic way. Economic reforms would not be fruitful without political reform. India has multi-political party system compared to only two parties in us or two to four party systems in Europe. Both political parties and bureaucracy in India are relying on money power, criminal & caste. The governance is the key word to review the whole system to have proper economic reform and growth.

In post independence era Indian economy started emphasizing on public sector units (PSU).  PSUs played a vital role in county’s development.  But in 80’s the process faced Balance of Payment crisis, which forced country to liberalise its economy after 1991 to resolve foreign exchange crisis by allowing foreign investment, reduction in tariff etc.  India has to pay attention on the following things:


*
Political reforms


*
Good governance


*
Accountability


*
Improvement in financial condition


*
Expenditure of government


*
Financial responsibility


*
Tax/GXP ratio has reduced from 8.9% in 1991 to 7.8% in 2001


*
There are only 2 crore tax payee population of 103 crore

*
Citizen’s charter should be prepared by the all the dept. so that common citizen know about procedures followed in the dept. this will increase the transparency

*
Employment Generation in both agricultural sector and service sector

Globalization being an irreversible process we need to upgrade our technological base to compete with the world. He feels that with available natural recourses like land, water, and human resource Indian can do better if  taken appropriate policy decisions and implementation structure.

Competition Policy of India

Chair: Prof. J. V. Vaishampayan, Lucknow University 

Speakers: Dr. Sukumar Nandi, Indian Institute Management, Lucknow.

Sukumar Nandi mentioned how competition helps in reducing cost and improving quality of goods. This is good for both consumers and manufacturers. The same helps in promoting corporate accountability and reduce monopoly.  A set of competition laws should be enacted to implement the policy. In nutshell it develops and sustains a competitive environment in the industrial sector so that the consumers are protected against the negative externalities of the monopoly.

Certain measures are to be taken by the countries to build and expand a market that enables the system to sustain competition so that efficient allocation of resources makes the welfare of the consumer maximum such as privatization of state enterprises, shifting of  public supply to private supply of private goods, establishing a system for intellectual property rights, liberalization of trade and investment , building legal and institutional infrastructure to facilitate the organisation of private economic activities.

For proper functioning of competition policy the private control mechanism should be dismantled, unfair business practices to be stopped, legal system should support, judicial system should have to support competition policy.

Russia & China both adopted the market economy, but China became more successful than Russia.  Economic problems should be address before formulation of competition policy.  Once policy has been formulated govt. should act accordingly.  If there is any disturbance it should be recognised and do away with.  A competition policy, which should be country specific, has to be developed by the member country that should develop and sustain a competitive environment in the industrial sector so that the consumers are protected against the negative externalities of the monopoly.  Different ministerial declarations under WTO have expressed the need for the formulation of the competition policy though the consensus remains elusive regarding the common approach to the policy or, whether the developing country should have a separate approach.  Later he described Legal infrastructure of it. A small sample of requirements of legal infrastructure is shown in the table below.

Table 

------------------------------------------------------------------------------------------------------------

POLICY MEASURES                                             LEGAL MEASURES

------------------------------------------------------------------------------------------------------------

Building of market through:



* Government intervention through 

   regulation

Corporatisation of private sector 


* Establishment of legal and    government sector 




       infrastructure

-Intellectual property rights

------------------------------------------------------------------------------------------------------------

Expansion of markets through


* Reduction in interventionist

   legislation

-Private Participation




* Comprehensive control on unfair -     -trade liberalization




   trade 
practices

-Structural reforms




* Consumer protection law

-Removal of entry barriers



* Competition based sectoral

   regulatory regime

------------------------------------------------------------------------------------------------------------

Later he said that the effective development of CP, as well as the hybrid measures associated with the regulatory regimes, demands a much more elaborate apparatus among the countries than what exists in the international regimes in the trade policy field as of now.  The facts are to be established.  Also we are to understand that the judgments made in the competition cases are far more delicate than the trade cases.  The bodies rendering judgments are vulnerable to challenges on the merits of their decision.  This fact is to be recognized and suitable actions are to be taken at the international level.  Only then trade policy can be effectively replaced by competition policy.

Investment and Economic Growth

Chair: Prof. J. V. Vaishampayan, Lucknow University 

Speaker: Prof. Manoj Pant, JNU, New Delhi 

Prof. Manoj Pant (of International Trade and Development Division, School of International Studies, Jawaharlal Nehru University. New Delhi) gave the example of Singapore, which does not have any natural resources but within a short span of 30 Years emerged as a developing country.  He stressed for a focused approach for development.  Singapore’s approach was focused.  They turned their currency into Dollar & ad opted English as a nation language which is language of trade world over.

Defining foreign investment he said it is not the ownership it is investment only.  Foreign investment covers as portfolio of investment or as FDI. 

Though FDI is less than 1/2% of GDP but it is significance is due to following reasons.


*
2/3 of world products is affiliated to it.

*
1/2 of the international transaction takes place in the form of   interfirm transaction.             

FDI is growing fast than world trade. International trade is growing by 250% and FDI is by 400%. We can’t avoid FDI if we want to be part of world trade.  The main source of FDI is USA, UK, Germany & Japan.  Developing countries also go far FDI in other countries it’s volume is 14%.  It is a thing of surprise that longest receiver of FDI is USA.  FDI provides linkage the extant of profit decide place of FDI. Initially India allowed FDI very limited & restricted basis but later on realizing the importance of FDI, it opened other’s sector well. Today we have automatic approve of FDI its infrastructure & export oriented sector. Now most of FDI is coming in the field of IT sector.23% of FDI comes only in telecommunication & power. We have to adopt focused approach in proper economic growth.

DR. J.V Vaishanpayan (Professor in Applied Economics, Lucknow university.) while speaking on disinvestments told that now govt. policy is that we should invest his ideal resources into more profitable venture.  He is doing away the loss making units & units, which are giving lesser venture.  About 2.5 lakh crores of money in lying in production in PSUS, and bearing few, rest of companies are giving negative rate of returns in public sector the rate of return is 0.3% while in private sector for same type of company rate of return is 6%.

Now even loss making but profit making companies are being sold.  Because in case of profit making company the rate of return is much higher.

In case of Balco, it was sold for 850 crore.  Govt. was being a loss of 51 crores per annum.  Now if she invest 850 crore she will get 85 crore per annum.  Same happened in case of modern food it was sold for 44 crore, while the govt. regarding loss of 85 lakh per annum.  Even the 13 crores profit making maruti udyog share was sold for Rs. 2440 crore.

In this cases institution sale was done as it gives 4 times higher return than sale to public.  So disinvestments are in the favor of country.  

WTO- Opportunities and Challenges  
Chair: Mr. D. D. Bahuguna, Member State Commission, U. P

Speaker: Mr. B. K. Nigam, Lucknow University

Dr. B.K. Nigam, Prof. Of Applied economics Faculty of Commerce, Lucknow University on WTO opportunities and challenges told about the development of WTO.  For promoting foreign trade after IInd world war GATT (General Assignment on trade trust) came into existence in 1944.

After Canady round,, Tokyo round, Uruguay round of talks, WTO formed in 1995.  GATT is a set of rules while the WTO is a instrument and has supported by the various countries.  It is a organization and it enforces its rules to the member countries.  Then he discussed the whole body of WTO, TRIPS, TRIMS, BOP and BFA etc.

It was suggested by under in 1995, India was given 10 years for transition for process to product patent.  To join the WTO India changed its patent laws and adopt anti dumping laws.  The advantages of WTO are several as well as disadvantages are many.


*
Member country will provide MFN structure to member country.


*
Right to register complain regarding anti dumping


*
Tariffs are allowed but non-tariff barriers are not allowed.

The disadvantages are:


*
Can’t stop entry of goods except prohibited items.


*
Duty can’t in more than permitted.

*          Unemployment is increasing.

Mr. D.D. Bahaguna, member State Commission U.P (Retd. IAS) Stressed on the need of evolutionary WTO problems, so that that gap between poor & rich can be reduced and advantage of development goes to even most deprived and least equipped in society.
The Way Forward 

Chair: Mr. Tribhuwan Prasad Tewari, Farmer Lt. Governor, Pondicherry

          Justice V.K. Mehrotra, Ex. Chief Justice of High Court, Gujarat and Ex. Chairman 

         of State Commission U.P.

         Ms. Mita Dutta, CUTS, Calcutta

Justice V.K. Mehrotra said we could not decide what we would want. So without wasting time we should decide what type of society we want to build. The development of cottage industry can provide job of million of people.  And it will help the million of people to come out of poverty.

We have to also consider that we have a cultured background of family, social values, we have wonderful constitution and if it is implement properly it can solve many our problems.  So growth should be manageable, not to harm these values.

Giving the concluding lecture Mr. T.P. Tiwari, Ex. Chief Secretary of U.P. & L.T. Governor of Pondicherry told that before industrial regulation in England the policy was developed but after industrial regulation free trade was advocated. During this time selective restrictions were imposed on India to export the natural Consumption.  Later he said protection and law is always made use for benefits of reducing class of country.  So the rich use it for benefits.  In this situation Gandhian Economy can give solution to need of millions of people and our country.

During discussion Mr. C.S. Joshi of Center for Consumer Information & Public Health Lucknow, raised the question about the instruction of govt. regarding disinvestments of P.S.U. about the intentions of Govt. regarding disinvestments of P.S.U. He said if P.S.U. does not run properly it is fault of Govt.  Mr. K.S. Parmar, Mr. B.K. Srivastava, Mr. Vasudev Gupta of NGO’S also raised many questions about concerning topic. In the last Mr. Arun Kumar Mishra(President Indian National Consumers Federation) gave thanks to all the guest, Media, participants and closed the workshop.

Ms. Leena Chakraborty from OXFAM India Trust, Lucknow gave introduction of OXFAM activities in India.  She said OXFAM working in ruler areas.  It used properly intervention so can help million of poors from the under developed and developing countries. Example from world over shows that if poor continious contribution increesed by 1% in world trade, it will help in bringing 128 M people our of poverty.  Govt. of rich and developend countries is controlling world trade to rob the poors, due trade barries poor countries loose 100 B $ which is double the aid which they get from the developed countries.


There are two stream in such scene one who think trade works against poor and other who think trade works in fauour of poors.


OXFAM’S stand is that 


*
improve market access for developing countries


*
liberlise the basic services

*
There shuld be export led growth.  1% growth in export will bring about 12% of poverty status population out of it.


In East Africa due to emprove in export 400 M people came out of poverty. But we should also consider their immense exploitation during the process.


In export devoloped countries are adopting double standards EU is the worst offender in their case.  EU provides domestic subsidy 1 B $ to her formers and Furthere gives subsidy to cheap in foreign market.  EU March ahead of USA in this exploitation. 


NGO should adopt a active role and such workshops will help in policy decission on the WTO issues.
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