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 Guwahati on 30th September, 2002.

INAUGURAL 
Dr. A. K. Goswami, Chairman, WWF Guwahati Regional Office , 

Dr. Dipankar Dey, Director, Consumer Unity & Trust Society, 

Ms. Mita Dutta, Consumer Unity & Trust Society.

A. K Goswami stressed the need of these kind of programmes which will generate awareness among masses on much debated issues.

Mita Dutta briefly mentioned about the role of CUTS in executing the project and its objective, which includes capacity building of civil society, building up country wide network  of civil society, researchers,  institutions etc.

Dipankar Dey welcomed participants and gave a brief introduction of the project.

Economic Reforms in India
Chair: Dr Dipankr Dey, Director, Consumer Unity & Trust Society

Speaker: Prof. Nabin Sen, Reader, Department of Business Management, Calcutta University

Nabin Sen spoke at length on “Economic Reforms in India”.  He started with the genesis of the present Economic Reforms and traced the same in the process of deregulation and liberalisation that began in the 1980s in the face of a dire BOP crisis and economic stagnation. He went back even further and mentioned the export pessimism and the import substitution strategy of the late 1940s and also touched upon the heavy industry-led industrialization as some of the early mistakes of our planers and policymakers. Subsequently he discussed the impact of the reforms on the major macro-economic variables of the Indian economy and the performance of the economy.

He observed that most of the major economic indicators like employment, wages and income, investment and output have, according to several studies, shown significant improvement, but the benefits have not percolated adequately to the poor of the country, nor have they benefited the small and medium industries.

The reforms so far have also accentuated the geographical (regional) inequalities and the agricultural sector has suffered leading to worsening of food security. 

Competition Policy 

Chair : Dr. A. K. Goswami, Chairman, WWF India, Guwahati Regional Office

Speaker : Dr. Dipankar Dey, Director, Consumer Unity & Trust Society

Dipankar Dey highlighted the three broad areas like the theoretical framework of the competition policy with a development perspective, the Indian experience-a brief history and major recommendations of S.V.S Raghavan committee, which was set up by the Govt of India (GOI) in late 1990s and need for a multilateral competition policy in the new trade regime under WTO.

He defined competition policy as 'those government measures that directly affect the behaviour of enterprise and the structure of industry’. The objective of the competition policy is to promote efficiency and maximise welfare. There are two elements of such policy. The first involves putting in place a set of policies that enhance competition in local and national markets. These would include a liberalised trade policy, relaxed foreign investment, economic deregulation etc. The second one is legislation, Competition Law, designed to prevent anti competition business practices and unnecessary govt. intervention.

For most developing countries, competition policy is seen as a means to stimulate development and it rests on the notion of public interest.

The scope of competition policy is very broad, encompassing all government measures that directly affect the conduct and behaviour of enterprises and the structure of industry. Thus a comprehensive competition policy will consists of 

i) Government policies on deregulation and privatisation, trade liberalisation, consumer protection, IPRs etc.

ii) Competition Law- With the primary objective of maintenance and promotion of effective competition by prohibiting price fixing and abuse of dominant market position.

iii) An independent Competition authority

From 1991 onwards, the government policies are directed towards developing a competitive culture in the economy and it is being done through trade liberalisation, deregulation measures and privatisation of public sector.

There is no such comprehensive competition law till date in India, though a competition bill has been placed before the parliament. Indian Law on the subject, known as the MRTP Act, was originally enacted in 1969. It drew heavily from the US and British Acts mainly from the Sherman Anti Trust Act of USA.

Regulatory provisions of the MRTP Act cover three areas: Concentration of economic power, Competition Law and Consumer Protection. 

In terms of Competition Law and Consumer Protection, the objectives of the Act is to curb monopolistic and unfair trade practices which disturb competition in the trade and industry and which adversely affect the consumer interest.

The regulatory provision in the MRTP Act apply to almost every area of business i.e production, distribution, pricing, investment, purchasing, packaging, advertising, Sales promotion, mergers, amalgamation. As per the 1991 amendment public enterprises has been brought under the scope of MRTP Act which were earlier kept out of  the purview of  1969 Act,. A commission called MRTP commission has been set up to deal with the offences falling under the statute.

Apart from MRTP Act, a parallel legislation known as the Consumer Protection Act 1986, has also come into being which prevails in the realm of unfair trade practices.

Dr. Dey recommended for a new competition Law and pointed out the draw back of the present MRTP Act, which fails to fulfill the need of a competition law in an age of growing liberalisation and globalisation.

According to him one major limitation of MRTP Act is lack of clear definition or even a mention of certain offending trade practices, which are restrictive in character. Some of them are:

· Abuse of dominance

· Cartel, collusion and price fixing

· Boycotts and refusal to deal

· Predatory pricing

In the concluding part of his speech Dr. Dey discussed about the necessity of the multilateral competition policy. He told that EU is the most vocal protagonist for multilateral rules on Competition under WTO. US also proposed for a multilateral competition body outside the WTO system.

Arguments in favour of multilateral body:

i) Around 20 international cartels are operating in the global economy. Domestic competition laws are not sufficient to break them.

ii) A merger between two major TNCs having World Wide operations, competition concerns may arise in all the markets where these firms conduct business. A multilateral competition authority will help to settle these issues.

However, developing countries are skeptic because they think under a competition regime big TNCs will dominate their economies. Moreover they think that any more obligation at the multilateral level means mare expenditure in the national budgets to meet such obligations. 

Though there is no consensus on the mode, mechanism and structure of a multilateral arrangement on competition, a consensus is emerging that domestic competition policy per se is inadequate to deal with anti-competition conduct of business in the globalised world, he concluded.

Responding to various queries on his presentation regarding quality assurance of various products under the new competition regime, Dipankar Dey drew the attention of the audience to the Consumer Protection Act, 1985-86 of the Government of India and argued for greater awareness and motivation of the consumers in this regard. He specifically mentioned the judicial activism in recent instances of doctors’ negligence in their services towards the patients and also to instances to food adulteration. He also urged the educated and computer literate people to explain their views and complaints to the concerned forums

Regarding a related query about foreign products invading the North Eastern market without caring for quality or environmental requirement, he emphasised on consumers’ vigilance armed with different provisions of the Government of India like BIS certification and Eco-label certificates. Some members of the audience sought clarifications about provisions regarding ‘dumping’ and unfair foreign competition in the sphere of education, which were answered by Dr. Dey to their satisfaction


Investment and Economic Growth

Chair: Prof. B. K. Tiwari, North East Hill University

Speaker: Prof. Nabin Sen, Reader, Department of Business Management, Calcutta University

Nabin Sen, while speaking about Investment Policy under the economic reforms in this technical session, reiterated the ‘ad hoc’ nature of introducing such important economic policies, as these were crisis driven and not coming from a pro-active planning. He briefly mentioned the main changes in the industrial policy during the last decade and their implications and consequences.

He elaborately discussed the magnitude and composition of foreign investment inflow during 1992-2001 and pointed out that these were dominated in the areas of non-essential commodities and not in the domain of wage goods or the poor mans’ consumption basket.

He also gave the audience an idea about the direction of foreign investment and its nature, which showed that the industrially advanced countries are dominating the picture and transferring technologies and products already saturated in    home and traditional market. He urged an informed campaign by civil society organizations for pro-people orientation of the reforms.

WTO- Opportunities and Challenges 

Chair: Dr. Dipankar Dey, Director, Consumer Unity & Trust Society

Speaker: Ms. Mita Dutta, Consumer Unity & Trust Society

Mita Dutta started her discussion with the formation WTO. Initially a bilateral agreement between various western countries were used as a nucleus to enter into a multilateral trade treaty called General Agreement of Tariffs and Trade (GATT) and remained as GATT agreement till 1995. Since then there were eight round of negotiations and the eight round known as Uruguay round started at Uruguay in September 86 continued for more than expected four years.

In early 90s to break deadlock, Arthur Dunkel, DG of GATT compiled a detailed document, Dunkel draft which became the Act. The contracting parties of Uruguay round after eight years of negotiation agreed to establish WTO, which is a permanent inter governmental body governing and regulating international trade in goods and services headquartered at Geneva. It provides a framework for the implementation, administration, operation and means of furthering the objectives of multilateral agreements that are under its preview.

She  added that the initial members of WTO were 128 countries among which India was one. She also pointed that India was one of those 28 initial signatory countries of GATT  too. She briefly explained the functioning structure of WTO which consists of several committees, decision making body and dispute settlement mechanism.

She also discussed the position of developing countries in the context of WTO agreement. Compared to developed countries, developing and least developed countries have been given extra time to fulfill their commitments. While developed countries are required to reduce their aggregate measure of support (AMS) by 20% over six years, in case of developing countries it is 13.3% over 10 years and least developed countries are spared. Developed countries are supposed to cut their agricultural tariffs by an average of 36% over six years while developing countries are committed to slash the same by 24% in ten years.

Ms. Dutta in her concluding part mainly focused on the opportunities and challenges for India in WTO era. She explains why it is important to be a part of WTO regime without which a constant bilateral negotiation to be done with individual country on every provision, which is waste of money and human resources. She took the help of certain data to show that India’s share of export and import increased. The percentage of people living below poverty line has been decreasing progressively from 36% in 1993-94 to 26% in 1999-2000.

She also explained certain myth like closure of domestic farms owing to WTO obligation which may be due to a horde of other features such as mismanagement, bad intensions, non-availability of credit, unjustified overhead etc. that cause sickness.

The Way Forward 

In the concluding Session Prof. N. Sen charted out following major recommendations, which evolved out of the day long discussions, as way forward for CUTS to move ahead with the concerned issues. 

· To sensitise the civil society activists and people at large about various aspects and issues of economic reforms like Competition Policy of India, Investment and Economic Growth and Opportunities and Challenges of WTO.

· To prepare relevant documents related to economic reforms and circulate the same among concerned stakeholders with local language translation wherever necessary.

· To stimulate widespread debate and discussion on the economic reforms issues among wider section of people by encouraging holding of seminars, workshops and publications through decentralized local initiatives.
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