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 Bangalore on 3rd August, 2002, in association with Consumer Rights, Education and Awareness Trust (CREAT).

INAUGURAL 
Mr.Y.G.Muralidharan, Trustee of Consumer Rights Education and Awareness Trust

Mr. Narendra Pani, Sr.Editor of The Economic Times, Bangalore

Mr.Muralidharan highlighted the need for improving the capacity of the members of civil society on economic issues. He appreciated the efforts of CUTS in this direction and said that CUTS was the only organisation in India, which has taken up economic and trade issues as part of the consumer protection movement.

He mentioned that unless consumer organisations start working on policy matters, the results may not be fruitful. Consumer activists should not stick to merely on filing complaints in consumer forums and getting relief to consumers. These organisations  should also try to lobby with lawmakers and the government on policy issues, as is being done by CUTS. They should realize the effect of  international economic development and should ensure that consumers get a fair share in the process. Finally he thanked CUTS for taking up such an initiative and selecting CREAT as its partner organization for the GRANITE project.

Mr. Narendra Pani delivered the keynote address. He started by highlighting the concept of globalization in economic reforms. Quoting from the book New Globalization by Thomas Freek, he explained globalisation and its various forms.  Mr.Narendra Pani explained how technology has a deep effect on globalisation whether it is information technology or biotechonology. 

He mentioned that a developing country like India, needs to have some kind of environment to reap the benefits of globalisation.  Some rules are to be worked out and the market determines these rules.  But the question remains, who these rules are going to work.  Commenting on the role of WTO in globalisation process, he said that WTO needs to be viewed as a forum for free trade.  Since WTO is operating on a rule based system, we need to respect and accept it. India should make use of  the multilateral framework of WTO most profitably.

SESSION I

A decade of Economic Reforms 
Chair: Mr.Divakar Babu, Secretary of the Consumer Guidance Society, Vijaywada.

Speaker: Prof. Abdul Aziz, (Retd), Institute of Social and Economic Change (ISEC), Banagalore
Presenting his views on 'A decade of Economic Reforms' Dr. Abdul Azeez, of Institute of Social and Economic Change (ISEC) said that he was not an eminent economist but was a serious student trying to understand the basic elements of economic reforms.  HE mentioned that 'Economic Reforms’ started as a sort of  response  to the political and economic crisis which India was facing in 1981. A sudden increase in the inflation rate to the extent of 14% and a consequent decline in exports resulted in a huge deficit of foreign exchange to the extent of one billion $. As a result the Government had to approach the commercial banks in Europe and agree pay higher rate of interest.  Besides, India had to pledge its gold reserves and approached IFM to grant loan.  

Economic policy in Nehru’s time created an expansion of public sector in India supported by budgetary allocation. The same resulted in heavy fiscal deficit and pushed up the price. If there is no competition or if the competition is low, the cost of production will be higher leading to high prices.  This made the government to take some drastic measures like devaluing the Rupee. He said that if we want to get over such a crisis, production and efficiency has to improve.  This explains why India had to adopt the Structural Adjustment Policy (SAP) which consisted of three components - liberalisation  privatisation and globalisation

He said that after the introduction of first generation reforms India has succeeded in strengthening the Indian economy. However these reforms have not strengthened the society or the policy.  Deliberating on the impact of economic reforms, he said that this can be examined by choosing certain fundamental growth rate of the economy.  In 1991, it was less than 1%. What has happened thereafter – growth rate got accelerated.  On an average the growth rate during the last 11 years, is in the order of 6%. Industrial growth  was claimed to be at 2% in 1991 and that  slowly picked up to reach the maximum of 8%. Even export growth rate picked up as high  as 20% while in 1991 it was only 2 per cent. Foreign exchange reserve is also increasing owing to foreign assistance, capital inflow and more portfolio investment.

Economic Liberalisation and Governance
Chair: Mr.Divakar Babu, Secretary of the Consumer Guidance Society, Vijayawada.

Speaker: Dr S N Sangeetha, Institute of Social and Economic Change (ISEC)

S N Sangeetha said that social capital is a collective cooperation based on trust, norms, values and network.  Economic liberalisation coupled with good governance can bring about required changes. He quoted the example of South Korea , China and Malaysia which have improved in terms of health and education within a short span of time. 

Listing out the elements of good governance, he said that competitive bureaucracy and political stability are essential for good governance. Expressing his dissatisfaction he said that India is one of those corrupt countries in the world. Hence we have to pay more money to enter into competitive market.

He said that political instability has slowed down the process of economic reforms.  As a result, fruits of economic development have not reached the masses.  India with high levels of poverty and illiteracy need to pay more attention to the social sector. Econmic reforms can not be effective without political reform. Promoting competitive culture in the society and economy can only curb corruption. He also highlighted necessity of restructuring of education system and the role of civil society in the process of bringing about economic reforms and good governance.

Competition Law and Policy

Chair: Mr.Divakarbabu, Secretary of the Consumer Guidance Society, Vijayawada.

Speaker: Mr. Shyamkrishna, National Law School of India University, Bangalore
Mr.Shyamkrishna Balganesh said that Indian Competition bill can be discussed in three parts. The first part relates to the nature and forms of regulation followed by regulatory mechanism and finally the remedies and procedures. He mentioned that the competition law is a system of rules that can have two objectives – prevent anti-competitive practices and promote competition by preventing the concentration of wealth in the hands of a few.

He said the need for a competition law was due to the onset of economic reforms. It was realised that big is bad.  Highlighting the forms of regulation he said there are anti competitive agreements, abuses of dominance and merger control. Anti-competitive agreements consisted of horizontal agreements like agreements between competitors, price determination, supply/production control, market sharing and big rigging.

He also explained the types of vertical agreements consisting of agreements to purchase ancillary goods, agreements refusing to trade etc. Deliberating on the forms of abuse he said it mostly consisted of imposing unfair conditions, production and supply restrictions, denial of market access, entry barriers etc. He further explained the composition and functions of the Competition Commission of India
SESSION II

History, Structure and Functions of the World Trade Organisation (WTO) 

Chair: Prof. Manu, Member of CREAT 

Speaker: Mr. Y. G. Muralidharan, Trustee of  CREAT

Y G Muralidharan,  said that the WTO has its root in the Havana Charter that laid the foundation of the GATT. Since the US did not agree for a full fledged trade organisation, the GATT remained as an agreement. The WTO is based on nine principles which can be called as NAVARATNAS.  He said the navaratnas consisted of principles like rule based trading, special treatment to LDCs, the competition principle, environment protection, transparency, MFN treatment, national treatment, free trade principle and dismantling trade barriers. It appears to have conflict between some of the principles like MFN and National treatment.

He also gave a list of major agreements of WTO and its special significance to India. Dwelling upon the components of Agreement on Agriculture he said India need to be more cautious in matters like agriculture, food security etc. 

WTO: Opportunities and challenges 

Chair: Prof. Manu, of CREAT 

Speaker: Prof. Jaygovind, National Law School of India University, Bangalore

Prof. Jaygovind said that opportunities always come in the form of challenges and every one has to accept the challenges. Similarly the WTO is both an opportunity and a challenge which India has to face.

Prof. Jaygovind highlighted three aspects in his presentation. The first was the principles of WTO followed by removal of quantitataive restrictions and finally trade related intellectual property rights. He said that anti-dumping, countervailing and safeguard measures are the three defensive mechanisms available to a state under the WTO against the vicissitudes of free trade. There are built-in elaborate procedures to ensure that these measures are not abused for protectionist purposes.

He said that the basic principle of QR is that no country can impose QRs unless it is faced with a balance of payments crisis. When QRs are applied to meet the crises, such application will be monitored by the WTO and QRs have to be removed with the easing of balance of payment problems.

India had been maintaining QRs since 1950. But in view of the comfortable balance of payments position of India in 1998, the USA demanded that India must remove these restrictions. The WTO ruled against India and accordingly India removed all QRs by April 2001. He also explained the main challenges that has emerged as a result of the Doha declarations.
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