Grassroots Reachout and Networking in India on Trade and Economics

(GRANITE)

INAUGURAL SESSION 
Session I

Chair:      Dilip Sinha, Former Vice Chancellor of Vishwa Bharati University,

Speakers: Dipankar Dey, Director CUTS-Calcutta, 

                Ranjit Chakraborty, Department of Business Management (DBM), 

                Calcutta University.

Dipankar Dey, CUTS-Calcutta welcomed participants, and briefly introduced CUTS as premier non-governmental organisation working on various issues like consumer protection, trade, economics, environment, health women’s empowerment etc to help grass root level people and sensitise policy makers to create upward and downward linkages for development of society.

He mentioned the objectives of CUTS for taking up a project to build capacity and generate awareness among the civil society, media, academia and researchers etc on WTO and general economic issues. He mentioned that though India’s share in international trade is small but India enjoys important position in WTO. There are far reaching effects of WTO on the lives of Indians. 

Ranjit Chakraborty stated that over the past few years there is a dramatic change in the economic scenario of the world due to introduction of WTO. But General Agreement on Tariffs & Trade (GATT) was not new to the country, as it was launched in 1947. The difference between WTO and GATT is that WTO is more liberal than GATT. In WTO there are members who enjoy voting rights, in GATT there are no members but participants. WTO is more or less like a forum where one can bargain.

The Uruguay Round of GATT focused not only on tariffs but also on other issues like intellectual property rights  which concerns developing countries. He expressed his hope that these programmes would help to create awareness among the people on this issue. 

Dilip Sinha mentioned in his speech that people are often very critical and skeptic about WTO for obvious reasons and capacity building, globalisation and environment have become buzzwords nowadays. In reality the involvement of poor and unprivileged communities in different sphere of life should be encouraged by creating a better-informed society. Here the role of NGOs becomes crucial in analysing the social change and acting accordingly. 

He also mentioned that the documents published by CUTS are extremely informative and helpful to reach out among masses He closed the session by suggesting that organisations like CUTS should come ahead to collaborate and initiate more such activities. 

Economic Reforms in India
Session II 
Chair:     Ratan Khasnobis, Department of Business Management, Calcutta University, 

Speaker: Anup Sinha, Indian Institute of Management, Calcutta

Ratan Khasnobis, stated from the chair that economic  reforms started in India on 24th July 1991 and time has come to take stock. Excluding last year’s dismal performance, growth rate is below 5.6%. There has been a high fluctuation in growth rate particularly in real sector of the economy. In agriculture, the growth rate is 2.4 % as compared to 3.4% last year. Agricultural sector  has experienced three years of negative growth and then a substantial hike shows lack of stability. Even industry has experienced a volatile growth rate of 12 % in one year and negative in another year. Service sector performance is commendable to some extent with the growth rate of 7.36 % compared to 6.7 % of last year. Though officially, poverty is declined from 35.95% to 26% there is reasons to believe that data is contaminated.

Anup Sinha stated that the agenda of India  was in close conformity to the policy prescriptions of International Monetary Fund (IMF) and World Bank (WB).Two major aspects of Economic Reform (ER) are i. Aggregate Demand management policies: Stabilisation ( prescribed by IMF) and ii. Aggregate Supply Management policies: Structural Adjustment Programme (brain child of WB). Structural adjustment policies, which manipulate aggregate supply in a beneficial way promotes economic growth.

WB imposes certain obligations of structural adjustment like Liberalisation, Privatisation, Globalisation, Capital Market Reform, Labour Market Reform and Tax Reform on the countries against its funds.

Primarily, it is observed that market driven economies of the world tend to perform better than state controlled economies. Alternatively, all market economies are not high performing economy,  that is, the reverse is not true. Thus being a market economy is neither a necessary nor a sufficient condition for being a high performing economy.

He identified a few areas where the both stabilisation and structural adjustment policies of IMF and WB failed to address the problems 

· Timing, Magnitude, Sequence: 

· Stagflation: 

· Positive role of the state: 

· Market failure and the creation of basic human capabilities: 

· Growth versus poverty: 

He mentioned that India does not have features of typical stagflation that characterises Latin American countries and East Europe but at the same time sectoral imbalances are alarming. Rate of growth of unemployment in formal sector has also gone up. Regional disparity has shown a deteriorating trend. The margin of difference between top 5% and bottom 5% of our economy has widened.

Finally he concluded with three observations which are:

1. India did not adopt stabilisation policy in the truest sense, which might have been the reason for not experiencing stagflation. But the country is vulnerable to financial crisis.

2. There is no clear-cut agenda or program as far as capital market and labour market reforms are concerned. 

3. India does not experience abject poverty but unemployment problem is evident. This has got nothing to do with Economic Reform.  Even in absence of economic reform only with application of labour saving modern technology unemployment problem may increase. 

The proper reform policy includes five I’s  of the process, such as

· Investment Growth

· Instability of Markets (Contingency planning is needed to restrict it)

· Inequality of Resources

· Institutional Improvement

· Ideology (shared vision of ‘what we want to achieve’)

Competition Policy 

 Session III 

Chair: Prof. Subhendu Dasgupta, Centre for South & South East Asian Studies, Calcutta 

           University

Speaker: Mr. Divakar Babu, Consumer Guidance Society, Vijayawada 

Divakar Babu mentioned in his speech that competition policy (CP) is much broader than competition law (CL). The former is essentially understood to refer to those governmental measures that directly affect the behaviour of firms and the structure of the industry.  CP covered a wide range of issues like privatisation, deregulation, trade policy, industrial policy, consumer policy, regulations governing capital and competition law.  Thus, competition policy includes competition law.  Competition policy, therefore, can be regarded as a genus, of which competition law is specie.  Competition law primarily deals with anti-competitive business agreements, abuse of a dominant market position by enterprises and regulation of mergers, amalgamations and acquisitions.  

Raghavan Committee has been formed by govt of India to review the utility of the Monopolistic & Restricted Trade Practises Act (MRTPA).  One of the prime recommendations of the Raghavan Committee was to repeal the MRTP Act in order to achieve the harmony between CP and CL and enact a new legisation in to bring compatibility between economic policy and law. Based on these recommendations, the Competition Bill, 2001 was formulated and it is perhaps the most debated Indian Law. This bill is applicable all over India except Jammu and Kashmir.

Competition Bill 2001 has the following aim and objectives:

1.It aims to promote and sustain competition. A strong emphasis is given on competition, as it is beneficial for consumers.

2. It aims to regulate and prohibit anti-competitive business practices. 

3. It aims to promote economic efficiency and consumer welfare. 

4. It aims to ensure freedom of trade carried on by other participants in markets

5. It aims to establish an independent competition commission vested with adjudicator powers to realise the afore-stated objectives.

He highlighted some of the points of the Bill

· The procedure for registration of agreements, containing restrictive clauses has been dropped.  Hence, restrictive business agreements are altogether exempted from registration.

· Four anti-competitive agreements, viz., agreements relating to price fixation, output restriction, market allocation and bid rigging are per se presumed as having appreciable adverse effect on competition and hence prohibited.

· Other restrictive business agreements like exclusive dealing, refusal to deal, tie in sales etc., are not prohibited but they are to be judged on the basis of rule of reason as against rule of per se to ascertain their impact on competition and legal sustainability.

· The concept of dominant undertaking prevailing in the MRTP Act has been discarded.  Under the Bill, the acquisition of dominance by an enterprise is neither frowned upon nor it is legally assailable.  But the abuse of dominant position is made actionable at law.

· Contains adequate provisions for the regulation of mergers, amalgamations and acquisitions above a threshold and prior notification made optional.  Hence, mergers and amalgamations below the threshold are made very easy and simple.  This helps Indian firms to consolidate through the route of mergers and acquisitions and compete successfully in the Global environment.

· Provides for exemplary penalty for offences upto 10 percent of average of the turnover for the last three preceding years.  Further non-compliance with the orders of the competition commission entails civil imprisonment upto one-year and a penalty not exceeding Rs.10 lacs.

· The provisions relating to unfair trade practices as enumerated from Sec.36 to 36E of the MRTP Act have been omitted and pending complaints as against such trade practices before the MRTP Commission will be transferred to consumer courts after the commencement of the Bill.

· Provides for the establishment of an effective competition authority viz., Competition Commission of India with a well-defined role as an adjudicator and a catalyst in the promotion of competition advocacy.

He identified a few deficiencies in the Bill 
1. Clause 52 of the Bill confers extra-ordinary power upon the Central Government to exempt any class of enterprises from the application of this Act, or any provision thereof and for such period in the interest of security of the State or public interest or for giving effect to any practice or agreement arising out of and in accordance with any obligation assumed by India under any treaty or convention with any other country or countries.  The grounds on which the Government can invoke the exemptionary power are quite vague and not well defined. Distinction between non-sovereign function and sovereign function is difficult. Competition Bill says that if any entrepreneur is engaged in non-sovereign function he may be exempted. Hence, suitable provisions should be inserted into the bill to empower Competition Commission of India to review the exemptionary power exercised by the Government. This is necessary to prevent abuse of exemptionary powers by the Government.

2. The Central Government has uncontrolled power in the matter of policy framing. Clause 53 says that policy directives issued by government cannot be questioned. This seriously affects the independent functioning and credibility of the competition authority.  In order to ensure that the policy framed by the government is based on the principles of competition, the Competition Authority should be conferred with the power to review the policy formulated by government.  So that there is harmony between policy and law.

Clause 53 states that Central government may consult Competition Commission while framing a policy. It is only discretionary and not mandatory. Even if the government consults Competition Commission, government may not take the advices made by the commission.

3. The Bill doesn’t prohibit the enterprises from entering into cartels.  It merely states that the cartels entered into by business firms will be judged on bases of their impact upon the competition.  If the parties of the combination are able to establish that the combination does not have adverse effect on competition, then such combination is allowed. But it is to be kept in mind that a combination might not have present impact but may have a future impact. Hence, the very act of entering into a combination should be made actionable in order to strike at the root of the problem with the presumption that every combination/cartel is likely to have adverse effect on competition.  

4. The Bill doesn’t address the anti-competitive business practices arising from the granting of Intellectual property rights (IPRs) under the WTO regime11.  The granting of a patent establishes a monopoly in favour of the patentee and which he may abuse to the detriment of public at large.  If fact there is increasing instances of abuse of patent rights by patent holders by means of controlling output, supply, maintaining artificial prices and imposing unjustified conditional upon licensees.  TRIPs allow member countries to deal with such abusive trade practices under Article-6, 31 and 4012.  However, the present Bill doesn’t contain any provisions to deal with IPR abuses.  In a sense, it infers that IPR laws override competition law and in fact the contrary is the truth.  The competition authority envisaged under the bill will be the ideal body to deal with IPR abuses and provide necessary inputs to the government on the subject matter.  This inadequacy in the bill should be addressed suitably to deal effectively with IPR abuses to strike a balance between IPR protection and competition law.

5. An appreciable number of cartels were broken on the vital information provided by insiders and who in fact also act as whistle-blowers.  These whistle blowers should be given some protection on the lines available under the Criminal Law so as to encourage them to come out with more revealing facts.  Hence, the Bill should contain suitable provisions, assuring some kind of protection to the insiders coming out with material facts about the existence and activities of a cartel.

6. Under the Bill, the Central Government can supersede the commission, under certain circumstances at its subjective satisfaction for a period of not more than six months.  Further, the salaries and allowances payable to Chairman and members of the commission are drawn out of the competition fund to which the grants are sanctioned by the Central Government.  The power of the Central Government to supersede the commission should necessarily be preceded by inquiry by a Judge of the Supreme Court. The salaries and other allowances should be paid out of the Consolidated Fund of India to ensure that the competition authority is free from political and budgetary controls of the Government.

7. The Bill is vague on the relationship between competition commission and other sectoral regulators.  Thus this should be specified to avoid unnecessary confusion.

8. The aims and objectives of any legislation could be realised only through proper enforcement of its provisions.  An ineffective law is worse than no law at all.  Hence, ways and means should be devised under the bill to ensure strict compliance with its provisions.  And then only its impact could be felt in the society.

Investment and Economic Growth

Session IV

Chair: Prof. Pabitra Giri, Centre for Urban Studies, Calcutta University

Speaker: Prof. Biswatosh Saha, XLRI, Jamshedpur

Pabitra Giri, mentioned from the chair that there are various kinds of investment. Any investment decision is heavily dependant on the Return on Investment (ROI) and value addition caused for such investment. In context of closed economy, investment helps expansion of the Gross Domestic Product (GDP). However, in case of an open economy it becomes open, the decision of how much is to be made within the economy and how much is to be made outside becomes important.

Biswatosh Saha, started with the caveat that his presentation mainly deal with role of foreign direct investment in Economic growth.  He mentioned about three positive arguments given to support why developing countries are looking for Foreign Direct Investment (FDI) by inviting multinational corporations. It is argued that multinational corporations can be i) a source of finance, ii) they could increase access to advanced technology (normally MNCs are repository of new/advanced technology and iii) MNCs could help access foreign markets.

He stated that although current account deficit in the 90’s is lower compared to that in the 80s yet India has not been able to use FDI as a net source of financing. He felt that owing to demand deficiency FDI could not act as an instrument for financing. He cited the example of Enron for its problem of excess capacity due to wrong projections by ministry. Therefore, the situation is not as juicy as projected. Further there is either no institutional mechanism to collect revenue or it is too weak. On the technology argument, collaboration with MNCs is only one way to get technology. Technology buy out could be another channel. On exports, if India is made an export hub then India is likely to benefit. 

Over the 1990s, in India the policy regime on FDI has been liberal. While in China each deal has been negotiated separately. Even selective kind of public policy has been adopted for effective FDI inflow. In 1990s largest cellular market was created in China. In the beginning, MNCs were given license for 5yrs jointly with domestic producers, which resulted in domestic farms adopting the technological know-how, and strengthened the industrial base. Alternatively it was noted that FDI inflow in India in 90’s has been associated with a significant incidence of cross-border merger and acquisition leading to shift of control over domestic enterprises to foreign firms.

WTO- Opportunities and Challenges 

Session V 
Chair: Prof. Anup Sinha, IIM, Calcutta

Speaker: Prof. Sugata Marjit, Centre for Studies in Social Science, Calcutta

Prof. Sugata Marjit, Centre for Studies in Social Science, Calcutta started his lecture stating that the World Trade Organisation has both pros and cons. Hence one should have to be rational in the approach about WTO. His discussion was divided into four parts:

His discussion contained:

· Theoretical foundation of WTO and tariffs

· North as principal and South as agent: Bargaining and WTO.

· Particular issues: Anti-dumping, labour standard and environment, MFA/ Farm subsidies, Legislation and WTO

· Indian perspective

Prof Marjit used game theory to explain the foundation of WTO and tariffs. He started saying that in the west, there is a belief that if there is free trade or laissez faire economy then everybody will gain. However, situation is not so simple in actual practice. He said that if there is free trade, then the tariffs imposed by both the North and the South should ideally be zero. However, in actual practice neither the North nor the South believe each other and try to maximize gains by imposing tariffs. He explained the potential gains and losses the North and South should have with the use of tariffs.

The North is economically stronger so are in a much better position to dictate the terms of trade if there were no rules at all or even in the case of bi-lateralism. The WTO simply tries to set the rules of multilateral trade practices. If any country is found infringing the rules, then they stand the risk of economic penalty. In other words, the WTO tries to ensure that the South also gains from the multilateral trade practices by keeping a check on the trade off relationship between developed countries and developing countries. 

The pressure by developed countries for inclusion of non-tariff barriers at the WTO justifies their fear of losing out to developing countries on world trade.  Marjit also explained how anti dumping could be used as a non-tariff barrier. 

In conclusion, Marjit stressed that to maximise gains out of the opportunities offered in the WTO regime developing countries like India need to adopt appropriate strategies so that they could influence decisions of developed countries by appropriate lobbying policy makers in such developed countries.

At the end, vote of thanks has been delivered by Prof Ratan Khasnobis, Dept of Business Management, Calcutta University. Participants expressed their satisfaction and wanted to have more such programmes to take place in future.
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