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From the President’s Desk

T

he railway budget and the union
budget for 2016-17 were the most
keenly awaited events of last
month. We, at the Maharashtra Economic
Development Council, compliment the
Finance Minister for presenting to the
nation a budget that offers a strategic direction, substantive
policy contents and sincere efforts to put the economy back
on the track of high growth and fiscal consolidation.
Earlier the railway budget presented by Mr. Suresh Prabhu was
very passenger friendly and practical. It displayed the Suresh
Prabhu imprint in enhancing the operational efficiency and in
harnessing technology to advantage. A Marathi news paper
carried a head line hailing the railway budget as ‘Maharashtrawar
Prabhu-krupa’. Well we in Maharashtra got the much needed
and awaited Pune Nasik track, Panvel – CST corridor and
metro connectivity with suburban stations. On the national
scale, he displayed greater cost effective utilisation of existing
assets. 40% enhancement of carrying capacity on busy routes,
creating dedicated freight corridors, setting up of two new
locomotive factories; display the commercial wisdom that
was not easily seen in earlier railway budget exercises. We in
MEDC are truly proud of the deft and skilful handling of the
worlds fourth largest railway network.
The third union budget presented by our FM is worthy of
praise. It clearly indicates the path that this government is
embarked on. To be fair it is only the second full fledged
budget exercise done by the current government. It must be
said that in the face of serious odds they have come out with
flying colours. The fiscal space was narrow and the outlook was
grim in the light of global slowdown and the two consecutive
years of draught. The FM successfully walked the tight rope
and has kept the growth rate at 7.6% while curtailing the fiscal
deficit to 3.9% in 2016 and further reducing it to 3.5 in 2017.
It is focused on empowering farmers, rural employment and
infrastructure development, while adding an emphasis to
health care, health protection and low priced medicines and
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dialysis. The remarkable feature is that the FM has harnessed
technology to ensure efficiency of delivery and measurable
objectives. Increase in the share of the states in keeping with
the 14th finance commission report is also a brave step in the
face of increased burden by the 7th pay commission.
When the FM started his speech, he specified nine pillars and
lived up to his stated attention to each. He specified these
as Agriculture and Farmers’ Welfare with focus on doubling
farmers’ income in five years; Emphasis on rural employment
and infrastructure; Social Sector to cover welfare and health
services; Education, Skills and Job creation, to make India a
knowledge based and productive society; Infrastructure and
Investment, to enhance efficiency and quality of life; Financial
Sector Reforms; Governance and ease of doing business to
enable people to realise their full potential; Fiscal discipline
to ensure prudent management of government finances and
delivery of benefits to the needy and lastly Tax Reforms to
reduce compliance burden with faith in the citizenry. Well
the budget delivers on all these stated objectives. Clearly,
the Finance Minister has accomplished a great balancing
act, despite so many formidable challenges confronting the
economy.
This approach of enabling rural India and increasing their
standard of living will create a huge internal domestic market
for manufactured goods. This is a step in the right direction
compared to an ever increasing dependence on international
markets for sale of our industrial output. It will lead us to
become more self sufficient and insulate our industries from
fluctuation in international demand or currency fluctuation.
We may well be headed for ‘Make in India for India’. After all
one fifth of humanity lives on our sub-continent!

Cdr. Dipak Naik
President
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Promises to Keep....

B

udgeting is an exercise
which involves several
inputs and the strings
tying theseinputs are indeed
the policy and direction which
the government intends to take
the policy to pursue the general
goals of public welfare.
There are several aspects
which affect lively hood and
the well being of the urban
poor and the middle class and
the most important of these
is the issue of housing. The
finance minister in his budget
speech made last year while
delivering his second Budget
for the year 2015-16,reiterated
the promise made by the Prime
minister earlier.
I quote from the budget speech
of 2015-16 “A roof for each
family in India. The call given
for ‘Housing for all’ by 2022
would require Team India to
complete 2 crore houses in
urban areas and 4 crore houses
in rural areas”. It was expected
that a positive road map to
outline how the dream of
Housing for all can be made
a reality. The announcement
not just raised hopes of the
millions living in inadequate

Mr. Chandrashekhar Prabhu
Chairman, Editorial Board &
Consulting Editor

shelter, but also was seen as
a positive development in the
path of achieving progress for
all the citizens and confirming
India’s status in the list of
welfare states.. There were
no specific announcements
to follow up the promises
made earlier or the statements
made in the budget speech.
It is in this background that
there were high expectations
especially from the younger
generation that the finance
minister would set a road
map for the Housing for All
program in this year’s budget
speech. Before we proceed
further to this years averments
relating to the housing
industry, let us understand the
implications of the mentions
in the earlier year’s budget
speech. If we take the size
of a family to be 4 persons,
then the 2 crore houses in
Urban areas as mentioned
in the earlier budget speech
would cater to 8 crore people.
Similarly the 4 crore houses as
promised in rural India would
take care of about 16 crore
persons. If the target is to
make available housing for all
then these numbers will have

to be revisited. We will have
to divide the entire population
into two broad groups. One,
which has access to adequate
shelter and the other, which
does not.
Let us take the case study of
Mumbai. More than 50% of
the population resides in slums.
Some put this figure to seven
million. Those entitled to a
house under the SRA scheme
may be lesser considering that
those who reside on upper
floors are technically not
entitled to get a house. To
house all of them we would
require at least 15 lakh houses.
In order to raise the resources
for constructing these houses,
there will have to be a free
sale component, which would
be at least 7.5 lakh houses.
Then we have 25 lakh persons
residing in old and dilapidated
buildings. We would need 5
lakh houses to rehabilitate all
those living in these dilapidated
buildings, and then the free
sale component of about
2.5 lakh houses. Ten Lakh
residents reside in MHADA
colonies and are looking for
redevelopment. About 2 lakh
houses to rehabilitate them
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and one lakh more for free
sale. 40 thousand co-operative
housing societies are also
looking for opportunities to
undertake
redevelopment.
Another 5 lakh houses for
them. We also have more than
10 lakh residents who live in
the accommodation provided
by their employers. Their
families are used to living in
Mumbai, They contribute to
the demand but cannot afford
the accommodation available
in the market. Providing them
affordable housing would add
at least 2 lakh houses to the
list. Then we have the younger
generation which is presently
looking for accommodation or
will soon be in that category.
It is therefore clear, that
Mumbai alone will require 50
lakh houses and those have to
be affordable. The numbers in
other metros may not be very
different. Two crore houses
in urban areas may not be
adequate to fulfil the promise
of housing for all. Similarly in
the rural areas, 4 crore housing
may not be able to fulfil the
aspiration of the fast growing
up young population. The
market sharks have proved
time and again that they would
defeat all attempts to make
housing affordable.
That brings us to the issue of
affordability. The government
has admitted that if the
accommodation is available at
a price equivalent to 5 years
income it can be considered
6
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Edit Page
affordable. By this standard, cup of tea may cost Rs5 on
only a minuscule percentage of the streets and Rs 10 in a tea
the population can afford the vending establishment. The
housing stock that is available same cup of tea may cost Rs
in the market today. A flat in 25 in a decent restaurant and
the cheapest areas in Mumbai Rs 300 at a five star hotel. So
costs about one crore rupees. you cannot say that one cup
Considering that only about 5% tea is affordable. It depends on
of the population pays income who buys it, what is his income
tax, we know that about 98% and where he buys it. Similarly
of the population in Mumbai no restaurant can say that a
cannot think of buying a flat at Masala Dosa is affordable
one crore rupees. The person because it is 9 inches long!!
who can afford to buy it will The same is the case with
have to have an annual income clothing. You cannot say that
of Rupees 20 lakhs so that he a pajama is affordable or an
can afford to service the loans undergarment is affordable.
taken to buy the flat.
Affordability is a relative term
In
this
year’s
budget and not an absolute term in
the finance minister has itself. The person for whom
announced that there will be it has to be affordable and his
full exemption from profits income bracket become most
made by developers who important indicators of his
build flats of 30m in the four affordability. Moreover this
Metros and of 60 m in the is not the first time this trick
rest of the cities. This means of linking affordability to the
that builders who build flats size has been attempted. There
in Thane, Navi Mumbai, Pune, have been several instances
Mira Road which presently where the government has
sell at ten thousand rupees not just given exemptions
per square foot will get total from different taxes, but
income tax exemption. We also permitted preferential
heard the finance minister use of land in the name of
say this and have read it in all affordability. The results are
leading newspapers. I hope we not difficult to predict. More
are wrong and the press and than one small flat gets sold to
members of the same family
media are misquoting him.
and they are amalgamated
The affordability of any later. We are all familiar with
commodity
is
entirely cases of builders who got
dependent on the person government lands in return
who buys it and his earning for promising that they would
capacity. Affordability cannot build small flats and hence
be measured in size and they would be affordable. Not
volume. For instance one
Maharashtra Economic Development Council, Monthly Economic Digest
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only were several flats sold to
one family and were shown
as amalgamated, but the dues
to be paid to government as
promised under the agreement
have not yet been paid.
It is impossible to believe that
the finance minister is unaware
of these facts or that the
entire government machinery
or research wings of the
finance ministry and the Niti
Aayog have not briefed him,
or are incapable, and hence
unable to gather knowledge
on the subject. If this is the
case, he may do well by either
rolling back this provision or
inserting caveats which identify
processes to ensure that the
scheme is not abused and the
honest taxpayer does not feel
cheated while the builders
make hay. I would understand
if the finance minister were to
announce that only the police
personnel or those who served
the country in various battles
were entitled to such houses at
a price equivalent to five years
salary. There would then be a
case for income tax exemptions.
From the finance minister’s
speech, however I do not
think that he has such schemes
in mind. We hope he has a
change of heart. All employees
look at their provident
fund as a great support and
are greatly aggrieved due
to the announcement that
certain withdrawals from the
provident fund may be taxed.
They will have enough reasons

to feel more upset if they see
the builders make windfall
profits and get away without
paying taxes.
Does this mean that Housing
for all is impossible to achieve
and that it was conceived to
fool people? Our answer to
the first part is NO. We would
not like to answer the second
part since it may involve
thinking which would be
more appropriate for political
thinkers and we may not have
that expertise.
We have been mentioning
in this column all the
time that housing for all
is not only possible but
can be implemented if the
government
shows
some
innovative thinking and comes
up with a set of new policies
and processes to enable the
change. The existing system
relies heavily on the builder
driven schemes, and also the
belief that increasing supply
is the only way of meeting
demand and hence solving the
housing problems. They are
only partially correct. There are
several other ways, instruments
and processes which can be put
in place to contain demand,
satisfy demand and even
ensure that demand growth
is substantially delayed, and
sometimes negate demand. If
all living in this country believe
that they should have adequate
shelter, which means adequate
physical space to live, adequate
infrastructure, adequate open

spaces and clean environment,
adequate access to means of
livelihood and transportation,
and civil liberties, Housing for
all will no longer be a dream.
The budget speech also
contained other promises.
I quote “Each house in the
country should have basic
facilities of 24-hour power
supply, clean drinking water,
a toilet, and be connected to a
road.
At least one member from
each family should have access
to the means for livelihood
and, employment or economic
opportunity, to improve his or
her lot.
Substantial
reduction
of
poverty.
All our schemes
should focus on and centre
around the poor. Each of us
has to commit ourselves to this
task of eliminating absolute
poverty.
Electrification, by 2020, of the
remaining 20,000 villages in
the country, including by offgrid solar power generation.”
We have dealt with only the
promise of houses. We leave
the others for now. We placed
them here only to remind the
finance minister that we still
remember them.
chandrashekhar p@hotmail.
com
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Global Economic Monitor

Global Trade and
Investment Trends...
Dr. Prakash Hebalkar

This column focuses on trends in
trade and investments in the past
month.
This month the focus is on
an interesting coalition to
address the energy future
of this earth, the tsunamilikevChinese Debt Problem
and the curiously international
discussion on patriotism.
Finally, the cover story of
this issue which is the Trans
Pacific Partnership will be
touched upon in terms of
political philosophy.
A recent issue featured the
Paris Climate Convention.
On the sidelines of the
convention, there was an
interesting
development
whose significance may be
unclear at this time but may
become clearer and more
significant over the years.
It is The Breakthrough
Energy
Coalition.
The
coalition involves successful
businessmen from multiple
countries, such as George
Soros, Jeff Bezos, Prince
Alwaleed Bin Talal, John
Doerr, Richard Branson,
Hasso Platner, Masayoshi
Son, Ratan Tata and others
besides Bill Gates, the
originator of the idea. They
8

March 2016

will serve as Angel Investors
in startups who are pursuing
interesting projects to find
a cheap and widely available
source of energy that will
emit no carbon.:
THE WORLD NEEDS WIDELY
AVAILABLE ENERGY that is
reliable, affordable and does not
produce carbon. The only way
to accomplish that goal is by
developing new tools to power
the world. That innovation will
result from a dramatically scaled
up public research pipeline
linked to truly patient, flexible
investments
committed
to
developing the technologies that
will create a new energy mix. The
Breakthrough Energy Coalition is
working together with a growing
group of visionary countries who
are significantly increasing their
public research pipeline through
the Mission Innovation initiative
to make that future a reality.
Technology will help solve our
energy issues. The urgency of
climate change and the energy
needs in the poorest parts of the
world require an aggressive global
program for zero-emission energy
innovation. The new model will
be a public-private partnership
between governments, research
institutions,
and
investors.
Scientists,
engineers,
and

entrepreneurs can invent and
scale the innovative technologies
that will limit the impact of
climate change while providing
affordable and reliable energy
to everyone. The existing
system of basic research, clean
energy investment, regulatory
frameworks, and subsidies fails to
sufficiently mobilize investment
in truly transformative energy
solutions for the future. We can’t
wait for the system to change
through normal cycles.
The coalition will:
Invest Early
Invest Broadly
Invest Boldly
Invest Wisely
Invest Together
Across a number of sectors:
a. Electricity generation and
storage
b. Transportation
c. Industrial use
d. Agriculture
e. Energy system efficiency
Source: www.breakthroughenergycoalition.com

The Chinese Debt problem
which has rippled across
multiple continents roiling
markets and invoking fears of
competitive devaluations has
also been analysed to death
with no clear forecasts of the
eventual state of the global
economy. One of these, which
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tries to put its arms around
the size of the problem, by
Kyle Bass, the hedge fund
manager who successfully bet
against mortgages during the
subprime crisis, is cited here :
“Chinese
banks
will
lose
approximately USD 3.5 trillion of
equity if China’s banking system
loses 10 percent of assets,”
Kyle Bass wrote. “Historically,
China has lost far in excess of 10
percent of assets during a nonperforming loan cycle.”

Now to patriotism which has
seen intense public debate
across countries. Apart from
the largely vacuous discussion
in the media in India, a
serious discussion has arisen
in the USA as a result of a
court suit by the FBI against
Apple Inc. involving security
of smart phones1 1and the
data on them
…..what we’ve all been
thinking about and talking
about in tech for the last two
weeks: Apple versus the F.B.I.
I think it’s safe to say that at
this point, it will probably be

He noted that US banks lost
about USD 650 billion of their
equity throughout the global
financial crisis.
The letter said that the Bank for
International Settlements (BIS)
estimated that Chinese banking
system losses from the 19982001 non-performing loan cycle
exceeded 30 percent of gross
domestic product (GDP).

the biggest tech story of
the next few years — if
not the decade — and it is
all playing out in public in
gory detail.
To recap: The F.B.I.
essentially wants Apple
to help crack open an
iPhone used by one of the
shooters in the rampage in
San Bernardino, Calif., that
ended with the deaths of 14
people last year. The way
the F.B.I. wants Apple to do
that is by writing some new
software that bypasses a

“We expect losses in this cycle to
exceed prior cycles. Remember,
30 percent of Chinese GDP
approaches USD 3.6 trillion
today,” he warned.
Bass wrote that he expected the
massive losses to force Beijing to
recapitalize Chinese banks and
sharply devalue the yuan.
“China will likely have to print in
excess of USD 10 trillion worth
of yuan to recapitalize its banking
system,” he said. “By the time the
loss cycle has peaked, we believe
the renminbi will have depreciated
in excess of 30 percent versus the
US dollar.”
Full
Story
:
http://www.
moneycontrol.com/news/world-news/

bunch of safeguards Apple
created to help consumers’
phones stay safe in the first
place. That is a thing that,
for many reasons, Apple
does not want to do.
The
whole
thing
is
fascinating, as it cuts to
the heart of so many issues
in a rapidly changing age
of new technologies, one
in which we must decide
the balance between our
personal right to privacy
and digital liberties,
and the authority of the
government to seek out
information in the name
of national security.

china-banks-may-lose-5x-us-bkssubprime-lossescredit-crisis_5422801.
htm

1

The Apple iPhone has a four
digit lock code. The Apple
operating system locks the
phone after ten wrong attempts and destroys the
data on it. As it takes some
10,000 combinations to be
tried or guessed from, even
the spooks have a tough time
with unlocking such a phone
without a lot of good luck.

http://www.nytimes.com/2016/02/28/
technology/farhad-and-mike-hash-out-theweeks-big-topic-apple.html?emc=edit_th
_20160228&nl=todaysheadlines&nl
id=10465622&_r=0

Finally, coming to the cover
story of this issue, the TPP, an
important issue is The impact
on India, should it ever come
into effect, something that
is not a given in the political
climate in many member
countries especially those
facing serious economic
problems and in the USA 2
2

The author was part of the
Indian negotiating team at
WIPO on the Semiconductor
Treaty, where the Indian position was more technologically advanced but at variance with the legacy view of
the USA which was driving
this treaty. Eventually, after
approval of the final draft at
WIPO, the USA chose NOT
to be a signatory to the treaty!
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Global Economic Monitor
which is in an election cycle
for the better part of a year
ahead. The concluding piece
in this cover story takes a dim
“victim view” and concludes
that India will suffer. A
bolder “opportunity view”
which this author believes in
is that Indian enterprise will
see important investment
choices to use the benefits
of this treaty as they have
with the GATT agreement
on textiles by investing in
Mauritius and other countries
that were beneficiaries.
This divergence of views is
at the core of what might
be called the philosophy
of the political economy as
highlighted in an interesting

quotation from former British
minister David Miliband :
There are a number of reasons
why politics around the world is
splintering. The most important
is quite simple. The process of
globalisation, defined by the
intense interconnections
of
economics, culture, security and
environment that characterise
the modern world, is posing
fundamental questions about
purpose and strategy for the
traditional centre right and centre
left. As I have left politics, and
am living and working in the US,
distance lends some clarity and
perspective to these questions.
For the centre right, the challenge
is how to reconcile support for
globalisation – notably for the

free flow of capital and trade
– with traditional conceptions
of social order. Hence the split
between cultural conservatives
and economic liberals.
For the centre left, the question
is how to combine the engine
of growth and opportunity that
is globalisation with limits on
inequality.
http://www.theguardian.com/
commentisfree/2015/aug/17/
jeremy-corbyn-liz-kendalllabour-leadership-david-miliband

profitechconsultants@gmail.com
The author is a Public Policy consultant
and President of ProfiTech, a strategic
consultancy and also Member of the
MEDC Economic Digest Committee.
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Trans-Pacif ic Partnership (TPP)

W

- MEDC Research Team
hat is the TPP?
What
are
its
Objectives?

The TPP stands for the TransPacific Partnership agreement.
It is a comprehensive, highstandard and distinct largest
economic treaty ever witnessed,
in fact, TPP is the most ambitious
and challenging trade agreement
ever signed in the global history
and probably that’s the reason
the negotiations between the
nations has been kept under
wraps from the outer world
indicating that it is a secretive
bond. It is signed by 12 Pacific
Rim countries on 4th February
2016 in Auckland, New Zealand
which includes United States
of America, Australia, Japan,
Canada, Malaysia, Singapore,
New Zealand Mexico, Peru,
Chile, Brunei and Vietnam
proposing 30 chapters in the
pact. These member countries
accounts for 40% of Global
G.D.P and one-third of entire
Worlds trade. However China &
India chose not to be part of it.
The treaty primarily focused on
eliminating trade fences like tariff
barriers, non-tariff barriers for
goods, services, and agriculture
in order to further open markets
and hence boosting free trade
between dynamic economies.

This is expected to serve as an
ambitious template for future
agreements and also eradicating
various other methods that
countries used to protect their
domestic industries from foreign
competition. In fact, the TPP
member nation’s bail out on its
protected industries like Japan
on Automobile industry, United
States
on
Pharmaceuticals,
Dairy and Sugar Manufacturing
industries and Chile on Chile’s
Copper Company (state owned
enterprise) etc. Moreover, the
Agreement aimed at creating a
complete fair play for business
investments
along
with
establishing an investor-state
dispute settlement mechanism.
Perhaps, most significantly,
the TPP is the first ever free
trade agreement or in short
known as the (FTA) with an
e-commerce chapter, creating
a precedent for future trade
negotiations including the Trade
in Services Agreement (TISA)
and the Transatlantic Trade and
Investment Partnership (TTIP).
The TPP is a one of a kind
of agreement which makes
it extremely significant in
various forms and some of the
prominent defining features sets
it benchmark globally for setting
new standards for trade. This

would provide a podium for free
cross-border trade which will
promote international integration
among the member nations.
Under the TPP treaty, extensive
market will be accessible i.e.
elimination of tariff and nontariff barriers across countries
leading to substantial trading in
all goods and services .Secondly,
it would also help in creation
of new opportunities and
benefits of business purposes
for workers and consumers. The
level of competitiveness will
also be enhanced as the TPP
treaty endorses innovation and
productivity by addressing new
issues including the development
of the digital economy and the
role of state-owned enterprises
in the global economy. Like
all other trade treaties, this
one too aims at job creation,
raising the living standards and
enhancing globalization with
the help of seamless trade. The
TPP agreement also includes
commitments with respect to
SMSE’s for the purpose of
understanding as well as using the
TPP agreement as tool for their
own advantage. It is certainly
not like old convention of not
neglecting its commitments even
after the enactment of the TPP
agreement. In fact, the TPP
agreement further ensures that
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all member economies should be
able to meet the commitments
in the agreement and take full
advantage of its opportunities
provided it involves specific
commitments on development
and trade capacity building.
Objectives of the TransPacific Partnership
Agreement
The members of the TPP
agreement mutually agreed
to work towards these areastrading in goods and service,
intellectual property rights,
promotion
of
economic
growth,
good
governance,
transparency, labor standards,
and environmental conditions,
state-owned
enterprises
and designated monopolies,
technical barriers to trade,
investment and e-commerce &
telecommunication.
Primarily, the most important
objective of the TPP agreement
is Trading of Goods & Services
which aim at establishing cross
border free trade of goods
& services for an expansive
and duty free trading sections.
Besides, achieving of new
and commercially meaningful
market access by way of limiting
tariffs as there will be an open
market for the member nations.
In terms of trade in services,
the TTP treaty plans to secure
commitments that allow transfer
of funds related to the crossborder supply of services to
be made freely and without any
sort of delay, while ensuring
that governments retain the
flexibility in managing volatile
12
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capital flows and also providing
supply services to member
nations. Furthermore, upholding
the ability of governments of
member nations respectively to
set quality and safety standards
to regulate in the public interest
and to provide public services.
Secondly, the TPP agreement
targets the Intellectual Property
Rights to the Members of the
TPP agreement under which
they all have agreed to follow
and expand upon the legal rights
and obligations delineated in
the World Trade Organization
Agreement on Trade-Related
Aspects of Intellectual Property
Rights (TRIPS). The agreement’s
discussions, thus, have included
trademark,
geographical
indication, copyright and related
rights, patents, trade secrets,
genetic resources, and traditional
knowledge. It also aims at
establishing strong measures
to prevent any sort of theft of
trade secrets including cyber
theft. It marginally creates such
rules that promotes transparency
and due process with respect to
trademarks and geographical
indications and also protections
for patents, trademarks, and
copyrights.
However,
this
objective of the TPP treaty has
faced the utmost amount of
criticism, why so? We will look
at it in the forgoing.
The TPP nations aim at
Promoting
economic
growth, strengthening good
governance and transparency,
thus, the TPP countries focuses
on promotion of economic
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growth and development which
is the most important aspect of
any economy then strengthening
of good governance that
further improves the stability
of an economy. Through the
TPP agreement, transparency
in policy making processes will
be enhanced, regulatory cooperation will be improved
and to a certain extent nations
would be able to combat
with the issue of corruption
respectively
by
enforcing
domestic anticorruption laws
and regulations and international
anticorruption efforts.

Another significant objective of
the TPP pact is with respect to
Labor Standards as the TPP
deal highlights the significance
of protecting the basic labor
rights which aims at enhancing
the current labor standards
and thus includes abolition of
child labor, banning workplace
discrimination and right to
form a union. It would also help
eliminating forced labor and
employment discrimination.
The TPP member nations also
intended to do something in
favor of the Environment
therefore all members agreed
upon intensifying environmental
protection which is to ban trading
of endangered species and illegal
logging. Eliminating tariffs on
environmental goods such as
solar panels, wind turbines,
water treatment systems and air
quality equipment. Further, the
treaty aimed at facilitating trade
of environmental goods and
services. The TPP Agreement
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also made it mandatory for
the member countries to
ensure access to fair, equitable,
translucent administrative and
judicial proceedings for enforcing
their environmental laws and
provide appropriate sanctions or
remedies for violations of their
environmental laws.
The Trans Pacific Partnership
(TPP) Agreement also targeted
the State Owned Enterprises
(SOE’s)
and
designated
monopolies which sets out
disciplines aimed at ensuring a
level playing field between state
owned or controlled companies
and their private competitors.
All the TPP nations have SOE’s
which often play a role in
providing public services and
other activities. Hence, all the
members agreed to ensure that
their SOE’s will make commercial
purchases and sales on the basis
of commercial considerations.
They also agreed to ensure
that their SOE’s or designated
monopolies will not discriminate
against the enterprises, goods
and services of other countries.
Another objective of the TPP
agreement is that of Technical
Barriers to Trade (TBT) under
which TPP nations will work on
the technical regulations which
means that the TPP member
nations will co-operate to ensure
international standards and
binding of commitments that
permit the digital economy to
function and allow trade rules
to keep pace with advancing
technologies and innovative
business models. Under TBT of

the TPP agreement, the member
nations will ensure the technical
standards setting conformity
assessment procedures and
technical regulations will be fair
and transparently developed.
The next objective of the TPP
treaty is that of encouraging
Investment which is the prime
seed of any venture at present
as the TPP agreement aims at
stabilizing financial conditions
of the member nations. Basically,
prevention of uncertainty among
nations, when they are part of a
group, defeats one’s instability or
economic crisis. Promotion of
investment for the purpose of
job creation is another pivotal
target of the TPP treaty as
creation and retention of jobs
will lead to raising the living
standards which furthermore
will contribute in limiting the
level of poverty among the
member countries.
E-Commerce
and
Telecommunications was a
major area of concern as well
among the member nations. The
TPP treaty ensures promotion of
free and open Internet, breaking
down barriers and strengthening
protections for consumers in
terms of supporting global
Internet which includes crossborder data flows, consistent
with
respective
member
governments’ legitimate interest
in regulating privacy protection.
Furthermore, TPP targets to
preserve the single, global, digital
marketplace which will ensure
free flow of global information
and data that will drive the

digital economy. TPP intends to
promote trade and investment
that enhances online speed,
access, and quality. It ensures
close cooperation among TPP
countries to help businesses,
especially small- and mediumsized businesses, overcome
obstacles and take advantage of
electronic commerce.
Key differences with the
WTO agreement of 1995:
In order to understand what
are the key differences between
the WTO Agreement and the
TPP Agreement we first should
be aware of the root cause that
led to the evolution of these
trade agreements which is free
cross border trade. The WTO
agreement stands for World
Trade Organization and as the
name suggests it directs towards
all the forms of trading practices
in the world however the TPP
agreement is not a part of the
World
Trade
Organization
(WTO).The WTO is the sole
international
organization
dealing with the issues and rules
of trade between countries at the
global level and it was established
in the year 1995 on 1st January
and signed by 123 Nations. It
basically provided a framework
for negotiating trade agreements
and a dispute resolution process.
Whereas the TPP Agreement on
the other hand is comparatively
a small pact signed by 12 nations
recently on 4th February 2016,
which aim at free international
trade but due to its secrecy it is
criticized on various grounds by
non-members.
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The major key difference
between the TPP Agreement &
WTO Agreement is with respect
to freer trade zone commitments
of trade in goods; tariffs and nontariff barriers are reduced and
removed substantially across all
trade in services and goods under
the TPP pact. Tariffs on imports
are reduced for 100% goods
traded among member states.
The TPP agreement also covers
issues which have never been
addressed in the WTO, including
export duties, import duties
for re-manufactured goods,
market access for re-furbished
goods, stricter regulations on
import and export licensing,
monopolies and goods in transit.
Whereas the main objectives of
the WTO agreement is to sustain
a competitive and impartial
environment in the international
commercial arena but what
makes the WTO what is it today
is because its principle of ‘Most
Favored Nation”(MFN) under
which if import tariffs of one
nation decrease then the import
tariffs of all other member
nations will also decrease. It
basically means unity among
member nations of the WTO
Agreement. Similar to this, the
WTO agreement also follows
the domestic treatment standard
which means that if any member
nation reduces any tariff or
non-tariff regulation for its
domestic firm then one has to
do the same for the domestic
firm of foreign member nation.
Whereas anything like this
trend doesn’t appear in the TPP
agreement. On the contrary,
14
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the TPP Agreement takes on a
negative approach, that means
their markets are fully open to
service suppliers from other
TPP nations except otherwise
indicated in their commitments.
Another significant difference
between the two agreements is
that more sectors are opened
under the TPP Agreement as
compared to the WTO Agreement
such
as
manufacturing,
telecommunication
and
distribution sectors but still the
TPP Agreement can never replace
the WTO Agreement especially
in terms of providing dispute
settlement resolution procedures
or simply liberalization of market
access for developing nations.
Henceforth both agreement are
parallel to each other and are
completely separate in terms of
their respective traits. However,
one thing is certain that a change
in functioning of any one can
affect the other in a positive
or negative manner depending
upon the intensity of change. For
example, the TPP Agreement
may impose a threat to the
existing WTO Agreement and
only serves as the geostrategic
tool.
Historical Background of
the TPP Agreement and
what drove the USA to
propose it plus the reason for
prolongation of negotiations
The Trans pacific partnership
isn’t totally a new deal all
together, its traces have been
found since a decade ago. The
TPP originated in year 2005,
however it was named differently
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then, it was known as the FourParty Free Trade Agreement
which was adopted by New
Zealand, Chile, Singapore and
Brunei. Most of nations and the
people all around the globe think
that United States of America
was pioneer in developing the
TPP treaty however the reality
is seemingly different in fact
the U.S was not even a part of
it. Let’s start the history from
the start itself. It all started in
2002 when the Trans-Pacific
Strategic Economic Partnership
was launched on the sidelines
of the summit of the AsiaPacific Economic Cooperation
(APEC), it was a tripartite affair
involving New Zealand, Chile
and Singapore were negotiating
nations and it was known as P-3
agreement that means Pacific
Three agreement involving only
three nations. However sooner
it became Pacific Four when
Brunei joined the negotiations
in 2005 and later by the end
of the year negotiations were
concluded and an agreement
came into force in 2006. But
the landmark year for the deal
was 2008 when United States of
America joined the negotiations
on financial services and
investment of P-4 Agreement
which were deferred since 2006,
during that time Mr. George. W.
Bush was the President of U.S.
Now, the major question that
arose among all other nations
was that “What drove U.S to be
a part of the Agreement and
later propose the TPP? In fact,
there are many reasons which
made the U.S interested in the
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trade talks and the key reason
was certainly a selfish one and
not for international integration.
Mainly, U.S wanted to improve its
businesses relations with other
nations so that it could compete
in the Asia-Pacific region, which
was seeing the proliferation of
preferential trade agreements
among its competitors and
the development of several
competing regional economic
integration initiatives that exclude
the United States. Secondly, the
United State of America was
afraid by the sudden rise of
China which was emerging to be
a strong economy this was truly
a geopolitical concern on the
part of the U.S particularly with
regard to the growing power and
influence of China.
In September 2008, America
announced its decision to
participate in comprehensive
negotiations for an expanded
Trans-Pacific agreement and
thereafter took charge of
the whole negotiations. It
took the initiative to expand
the
membership
of
the
proposed treaty by coupling its
announcement of accession
with an invitation to Australia
and Vietnam to join the pact
and as they both reciprocated in
a positive manner and became
members of the pact this
boosted U.S’s confidence in the
pact. Later, Chile and Peru two
Latin American countries also
joined the agreement though
they both had previously already
concluded bilateral free trade
agreements (FTAs) with the U.S.

So basically after U.S took over,
4 more nations joined the Trans
Pacific Strategic Economic
Partnership Agreement. Then
in the year 2010, Malaysia and
South Korea both were invited
to join the proposed pact though
Malaysia joined the Agreement
as its ninth member but South
Korea declined the offer. After
Malaysia joined the agreement
with a formal announcement of
the emergence of this trading
bloc (now known as the TPP
with the dropping of the words
‘strategic’ and ‘economic’) was
made by nations at the APEC
leaders’ meeting in Honolulu
in 2011. In the same year, the
US’s partners in the North
American Free Trade Agreement
(NAFTA), Canada and Mexico,
indicated their intention to join
the grouping and they made their
debut in the 15th round of the
TPPA negotiations in Auckland
in December 2012 withstanding
a total of 11 members of the
TPPA. As discussed above that
South Korea had been invited to
join the group in 2010 but rather
prudently they had declined.
Then members of the TPPA
made a smart move by inviting
its
economically
powerful
nation Japan and fortunately
Japan agreed to join the pact
and became the latest 12th
member of TPP Agreement
(it participated in the 18th
round of TPPA talks in Kota
Kinabalu, Malaysia in July) that is
somewhat perplexing. So it was
an enormous transformation
from P-3 to the current TPP
Agreement and certainly it was

United States participation
and its subsequent hegemonic
role in the negotiations of P-4
that resulted in expansion of
its membership. Recently the
TPPA was officially signed by all
its 12 members on 4 February
2016 in Auckland, New Zealand
after years of negotiations but
currently it’s not in force. It was,
in fact, the absence of powerful
economies which led to the delay
of enactment of this agreement
which further infused enormous
rounds of negotiations.
Source-www.globalresearch.com
Why TPPA is considered
a Trojan horse in a Global
race to the bottom: Major
concerns
The free trade agreement also
known as the Trans-Pacific
Partnership (TPP) has provoked
widespread opposition in the
countries involved and also
rest of the globe. Currently,
the Trans-Pacific Partnership
Agreement (TPPA) is rightly
perceived and condemned as
a US-led attempt to infiltrate
and dominate the economies
of the region. Hardly anyone
has ever heard about the Trans
Pacific Partnership Agreement
because it’s a ‘SECRET PACT’.
Yes! You heard it right. The
TPP Treaty which involves 12
countries and is considered as
the largest trade deal in history
ever representing 792 million
people and accounting for 40
percent of the world economy is
a ‘secret’.
The TPPA will destroy the
Sovereignty of all the Signatory
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Nations and place it in the hands
of huge Corporations. It will
pave the way for Corporations
to eliminate any and possibly
all laws and regulations that
would get in the way of their
profits. It basically means that
too much power will be given
to them. In fact, Corporations
will have the right to sue states
in private courts, companies
can file a lawsuit if they believe
to be losing their profit or
even have lower expectation
of profit due to changes in the
environment, health, or other
regulatory objectives according
to the leaked document, well if
this happens, it will be a disaster.
The TPPA also gives global
corporations an international
tribunal of private attorneys,
outside any nation’s legal system,
who can order compensation for
any “unjust expropriation” of
foreign assets .The agreement
also raises serious human
rights concerns, specifically
with respect to labor rights,
intellectual property, the right
to health, free expression and
privacy rights on the Internet.
Another major concern is about
the Intellectual Property Rights
(IPR) and provisions on patents,
which will limit access to health
care in poorer countries by
increasing costs for life-saving
medicines. The pharmaceutical
industry will become stronger
in terms of patent protections,
delaying
cheaper
generic
versions of drugs further
resulting in a good deal for Big
Pharmaceutical Corporation but
not for the common man as the
16
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cost of medicines will become
increasingly higher.
The TPP Agreement could
also, in a prominent manner,
directly threaten our climate
and environment in an adverse
form with new rights given to
corporations and new constraints
on the fossil fuel industry and
all this will certainly have a
huge impact on our climate,
water, and land. The TPP treaty
substitutes the robust system
for
addressing
complaints
that a signatory country has
violated an environmental rule,
replacing it with a watered-down
arbitration system ultimately it
adopts a softer approach on the
environment.
A real bad news for the Netsavvy people is that one could
be fined or even sent to jail
for copyrighted content over
the internet. In other words,
you could end up in prison for
sharing music or movies online.
The question that must have
popped up in your mind is –How
will they know you only did it?
Well they will trace you because
your internet service provider
could be required to watch your
online activity. I am so glad India
didn’t join in the deal. So the
TPPA would require signatories
to adopt criminal sanctions for
those found guilty of copyright
infringement and could be
imprisoned.
Furthermore,
Private ISP enforcement of
copyright poses a serious threat
to free speech on the Internet
that means posing a serious risk
to online freedom of expression
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because it is offering open
platforms for user-generated
content economically untenable.
For example, on an ad-supported
site, the costs of reviewing each
post will generally exceed the
pennies of revenue one might
get from ads. Even obvious fair
uses could become too risky to
host, leading to limited Internet
access.
Most people will lose their jobs
and it’s going to be a really bad
condition for citizens of member
nations. As the only groups who
will benefit are Corporations
like Tobacco, Drug industry etc.
Even the food safety standards
could be threatened. So in
totality TPPA suffers from a
serious lack of transparency,
threatens to impose more
stringent copyright without
public input, and pressurizes
foreign governments to adopt
unbalanced laws. Furthermore,
the TPP agreement promotes
possibility of dividing the
member nations strategically
from the rest of the world.
Source-www.newsweek.com.
Will the USA itself enter the
TPP? The US political debate
in today’s economic situation
in Congress and on the
presidential campaign trail
Sometimes pioneers themselves
lose their path ahead in the
middle of their journey and
unfortunately never reach their
destination. Well, something
of that sort is currently
happening with U.S.A, the
country who proposed the TPP
agreement is itself skeptical
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about implementing it. Among
those speaking out against
the agreement are unions,
workers’ rights groups and
environmentalists, all of whom
have traditionally been Mr.
Obama’s supporters. Many
in the president’s own party
including
senators
Bernie
Sanders and Elizabeth Warren
have opposed the trade deal.
Free speech advocates and
financial reformers are also
worried about the deal because
according to them the TPP deal
is a disastrous one which will
ruin the economic stability of
the country and make it worse.
Various others politicians in the
presidential campaign trail like
Hilary Clinton who is currently
a nominated candidate for
President of the United States
in 2016 presidential election
who once supported the TPP
is now contradicting her own
statements and her change in
views regarding the TPP trade
deal are being criticized in the
loudest manner. Her statements
are anti-TPPA as according to her
the TPP treaty is not satisfying
her standards of a global
free trade which she initially
thought would be in favor of
the American citizens. However,
Hilary Clinton’s past record
shows an increasing reluctance
to support the free trade agenda.
From 2009 to 2013, she served
under current President Barack
Obama as the 67th United
States Secretary of State since
leaving her position as Secretary
of State, she has been offering
frequent, subtle warnings that

she would not unconditionally
support the TPP agreement. So
ultimately, Mr.Obama’s lobby
in favor of the TPP agreement
is slowly going against the pact.
Another candidate of America’s
next Presidents is Mr. Bernie
Senator who has always strongly
opposed the TPP agreement
similarly the way he stood
against the NAFTA, CAFTA as
according to him the TPP deal
follows the footsteps of other
unfettered free trade agreements
like NAFTA, CAFTA and the
Permanent Normalized Trade
Agreement with China (PNTR).
Implementations
of
these
treaties have forced American
workers to compete against
desperate and low-wage labor
around the world. The result has
been massive job losses in the
United States and the shutting
down of tens of thousands of
factories. These corporately
backed trade agreements have
significantly contributed to
the race to the bottom, the
collapse of the American middle
class and increased wealth and
income inequality. Hence, Mr.
Bernie is totally against the TPP
agreement along with various
other politicians. Not just
Democrats but Republicans like
Mr. Donald Trump a candidate
for the Republican nomination
for Presidential Elections 2016
of the United States and if he
wins the GOP nomination,
he will be the first Republican
in decades to challenge a
Democratic candidate on trade
and according to his will. He
considers the TPP deal an insane

treaty and totally opposing it.
Mr.Donald Trump also attacked
Hilary Clinton with respect to
her inconsistency over the deal.
Now, with so much opposition
from the Congress; U.S is also
facing a major roadblock towards
the TPP deal as it has always
been voted down in among the
political leaders. Henceforth if
at all Mr. Obama would be able
to pull of the deal in America,
it would be nothing short of a
miracle.
Conclusion
Under the TPP Agreement
though the participating countries
seek to liberalize trade, investment
and establish new rules and
disciplines, however, the reality
is that the Member Nations have
literally lost their Sovereignty
after signing the deal. In fact, in
all aspects the United States of
America is benefiting the most
from this deal economically. Not
to reckon guessing that cross
border free trade is promoted
on a global platform but at the
stake of prevention of freedom
of expression millions of citizens
globally and also making their
survival costlier and what not.
Well the sole way to limit access
to Corporations is portrayal of
strong public outlay, as there is No
Expiry date for this Destructive
deal which do not have buyer
even in the U.S. Congress.
Aishwarya Rai
iitianindia@gmail.com
Ms. Sharayu Pawar is the Intern Economist
in MEDC.
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Innovations Good and Bad

T

he negotiations of the
Trans-Pacific Partnership
(TPP) have taken centre
stage as the most significant trade
initiative of the 21st century. It is
a big deal in both economically
and politically. The TPP in
2011 had a combined GDP
of almost $21 trillion and $4.4
trillion in exports of goods and
services. The value of the TPP,
however, goes well beyond its
impetus to trade and investment.
The TPP acts as an instructive
negotiating laboratory that could
yield useful examples for other
trade initiatives. The TPP is a
central pathway for economic
integration in the APEC region
and hopefully will also inspire
new global trade talks. Perhaps
even more important is its
strategic value in reinforcing
economic and political relations
among the Asia-Pacific countries.
The size and the multiplicity
of the prospective free trade
agreement(FTA), covering a
broad range of traditional and
“21st Century” trade issues, make
it hard for even the experts to
follow the progress in the talks.
The main reason lies in the fact
that the TPP is different from
previous FTA initiatives because
of both its comprehensive and
forward looking agenda and the
18
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- MEDC Research Team
dynamism of the negotiating
process.
The points that make the TPP
stand out from the other FTAs
are, first, the TPP is regarded
as an temporary arrangement
or stepping stone towards
a broader, region wide Free
Trade Area of the Asia Pacific
(FTAAP), possibly within a
decade, as envisioned by APEC
leaders in Bogor in November
1994 and reaffirmed more
recently by them in their meeting
in Honolulu in November
2011. Second, the range of the
projected trade liberalization
and new disciplines on policies
that affect trade and investment
of goods and services goes well
beyond what has been achieved
in other trade pacts. The TPP
will cover 29 chapters that aim
to substantially reduce barriers
to trade as well as update and
expand the trade book. Third,
the TPP is perhaps the only FTA
negotiation in which the number
of participating countries has
increased during the course
of talks. While the expansion
of the participants increases
the economic footprint of the
prospective deal, it complicates
negotiations. Negotiators need
to frequently recalibrate their
“gives and gets” and adjust their

offerings accordingly to ensure
domestic political support when
the deal finally closes.
The countries in the Asia-Pacific
region recognize that the TPP
will require adjustments in their
domestic policies but also it
will boost their international
competitiveness and help them
keep pace with China. The TPP
participants are committed to
crafting a all-inclusive agreement
that dismantles barriers to trade
in goods and services, develops
a new trade rulebook on issues
such as labour, environment,
investment, competition policy
and State-Owned Enterprises
(SOEs), and also an agreement
that seeks to develop a more
rational approach across sectors
with regard to regulatory policies
that affect flow of trade and
investment. The goal is to create
a trade regime that is “state of
the art” and sets a guide for
future trade negotiations. More
specifically, TPP negotiations
seek to perk up market access for
agricultural and manufactured
goods by eliminating tariff and
non-tariff barriers to trade,
liberalize trade and investment in
services, and break new ground
on issues like competition
policy, investment and SOEs by
introducing WTO-plus discipline
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In agriculture, unlike what
has been undertaken in many
agreements
among
Asian
countries, the TPP participants
have committed to complete
coverage
of
agricultural
products and policies. Similarly,
manufacturers are also sheltered
by an array of restrictions that
benefit domestic industries such
as automobiles, electronics and
clothing. In services, negotiations
are focusing on liberalizing
barriers to trade and investment
across all modes of supply and
will introduce new disciplines on
foreign investments to ensure
nondiscriminatory treatment and
provide security and protection
to foreign investors. The TPP will
thus do more than grant favored
access to member countries.
There is already an extensive
network of
bilateral and
regional free trade agreements
in place among the TPP
member countries. While these
pacts differ widely in terms of
scope of coverage and depth
of liberalization, they provide
substantial grist for the TPP
negotiating mill.
At a high level, TPP is similar
to NAFTA in that it involves
pledges to reduce or eliminate
tariffs on a wide range of goods
and services. It also sets out rules
for resolving disputes. Like the
TPP, NAFTA was never mostly
about trade, and even less about
free trade. In 1994, the U.S.
already had low tariff barriers to
Mexican goods. The agreement
was much more about creating

and expanding new rights and
privileges for investors, mostly
multinational corporations. For
example, the Investor-State
Dispute
Settlement
(ISDS)
provision of NAFTA allowed
corporations to sue governments
directly for laws or judicial
decisions that infringed upon
their profits.The ISDS is one of
the most important provisions
of the TPP that has evoked
opposition from environmental
and other public interest groups.
TPP
upgrades
NAFTA
by
adopting
the
highest
environmental standards of
any trade agreement,including
fully enforceable obligations
prohibiting some of the most
harmfulfishery
subsidies,
creating new tools to combat
illegal
wildlife
trafficking,
andimproving enforcement of
conservation laws.
Also the TPP adopts the highest
labor standards of any trade
agreement,
includingfullyenforceable requirements to
protect the freedom to form
unions andbargain collectively,
prohibitions against exploitative
child labor and forcedlabor,
protections against employment
discrimination and requirements
foracceptable conditions of
work.
The TPP Includes the first-ever
measures to ensure that stateowned enterprisescompete on
a commercial basis, and that
the advantages state-owned
enterprises
(SOEs)
receive
fromtheir governments (such
as unfair subsidies) do not have

an adverse impacton American
workers
and
businesses.
Setting standards to protect
digital freedom, by preserving
the free flow ofinformation
across borders, and protecting
against
requirements
that
forcebusinesses
to
locate
infrastructure in the markets in
which they seek tooperate. The
TPP improves protections for 40
million American workers whose
jobs dependon innovation.
Subjecting commitments in the
Labor and Environment chapters
to
dispute
settlement—the
same enforceability mechanism
available for other chaptersof
the TPP Agreement—including
the
availability
of
trade
sanctions.TPP
puts
strong,
fully-enforceable labor and
environmental provisions atthe
core of the agreement. They
will be the strongest labor and
environmentprovisions
ever
included in a trade agreement,
and they mark a sea-changefrom
earlier trade agreements like
NAFTA. Labor rights and
environment protections were
not included in NAFTA. Rather,
they were incorporated into side
agreements.
NAFTA’sdispute
settlement procedures did not
apply, nor could trade sanctions
beimposed for violations of
these agreements.TPP changes
that, replacing the weak,
unenforceable
provisions
fromNAFTA with strong and
fully-enforceable commitments.
TPP also addresses critical areas
not covered by NAFTA, including
state-owned enterprises (SOEs),
digital trade, and other issues
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shaping the 21stcentury global
economy.TPP goes beyond
just renegotiating NAFTA. It
also extends these higher,fullyenforceable standards to the
nearly 40 percent of the global
economyrepresented by TPP
countries.In doing so, TPP
protects U.S. jobs, strengthens
America’s middle class, andspurs
a race to the top on global trade
standards
ASEAN is another major regional
economic
partnership
that
includes TPP countries. ASEAN
members
include
Brunei,
Burma (Myanmar), Cambodia,
Indonesia, Laos, Malaysia, the
Philippines, Singapore, Thailand,
and Vietnam. Unlike APEC,
ASEAN has already created a free
trade area among its members.
However, import tariffs on intraASEAN trade are being removed
at different rates in different
ASEAN countries depending on
levels of economic development
TPP participants are also
part of a broader network of
international partnerships within
the Asia-Pacific. The Asia-Pacific
Economic Cooperation (APEC)
forum is a primary vehicle for
broader regional interaction on
trade and economic issues in the
Asia-Pacific region. Although
the organization itself does
not negotiate trade agreements,
its stated goals, known as the
“Bogor Goals,” include freer
trade and investment throughout
the region. Specifically, APEC
views itself as an “incubator” of
an eventual Free Trade Area of
the Asia-Pacific (FTAAP) and
20
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supports the TPP as one step
towards that goal.
The proposed Trans-Pacific
Partnership FTA would be a
significant FTA for the United
States and could eventually
become the platform for an
Asia-Pacific free trade area, an
area that encompasses 40% of
the world’s people and over half
of global production. It would
be the largest U.S. FTA based
on trade flows, although U.S.
FTAs are already in place with
several of the largest members.
Due to the great diversity among
the TPP participants, there may
be challenges in achieving a
comprehensive and high standard
agreement. TPP countries vary in
terms of population, economic
development, and geography.
The Trans-Pacific Partnership
has the potential to become
a new model for preferential
trade agreements (PTAs). There
are two reasons for this;first,
it is an open-ended agreement
that clearly contemplates an
expanded membership over
time. Second, the TPP aspires
to set high standards, both in
terms of the degree of market
openness to be achieved, and the
quality and scope of the rules
governing trade, investment and
regulatory arrangements among
its members.
The scale and scope of this
ambitious agreement is perhaps
best appreciated relative to the
quality and level of ambition
generally contained in other
agreements
in
the
Asia-
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Pacific. Some, especially those
negotiated with the United States
or using templates closer to the
US models, are viewed as higherquality and more comparable with
the TPP. Other including those
with some Asian trade partners,
contains commitments in goods
only or with general pledges to
uphold WTO promises and not
a great deal more. Viewed in this
context, the TPP does indeed
represent a higher benchmark
for quality and ambition.
The TPP negotiation is more
likely to succeed than prior
regional efforts that involved
the United States because the
participants are like minded,
open economies. Also, since
trade measures usually attract
bipartisan
support
and
agreement seen as beneficial
to the United States could be
acceptable to Congress despite
current political divisions. Still,
an agreement will not come
easily, especially in context
of slow economic growth.
Internationally, US markets are
important but are becoming less
so compared to those of other,
more rapidly growing economies.
Domestically, the politics of
trade remain contentious. But
there is no doubt that the TPP is
a serious initiative and warrants
careful analysis.

Sharayu Pawar
sharayup92@gmail.com
Ms. Sharayu Pawar is the Intern Economist
in MEDC.
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The Trans-Pacif ic Partnership
- Impact on India

T

he
Trans-pacificpartnership
(TPP)
between 12 countries
is not just another tariff
eliminating
mega-regional
trade pact. But it is more about
developing a higher global
standard for international trade
encircling lower norms for nontariff barriers, more stringent
labor laws and environment
protection regulations, greater
transparency in government
procurement
and
limiting
advantages of state-owned
enterprises. It is a key trade
initiative
through
which
Obama’s administration seeks
to advance United States
multi-dimensional trade and
investment interest in Asiapacific region. It highlights the
needs of the US to write rules
of global trade and position
itself as epicenter of geoeconomics.
TPP is expected to make around
11, ooo tariff line duty-free
for its members. TPP would
prove to be the comprehensive
trade deal for its members
providing extensive market
access without any barriers,
strong and stringent labor and
environmental standards. The
deal is expected to cover 40%
of total global trade.

- MEDC Research Team

India being not signatory to
TPP. There are widespread
speculations as to how TPP
will affect India? While it is
very uncertain to predict the
overall impact, but there are
various channels through which
TPP can have impact on India’s
foreign trade. India is expected
to experience diversions in
trade and investment in favor
of economies which are TPP
members resulting in loss
of her competitiveness in
the
international
markets,
as more countries join the
pact. According to experts
the major impact would be
through standards or non-tariff
measures.
Impact on India:
TPP as far as known is a
US initiative to expand its
economic footprint in Asia.
And it expects to achieve this by
reducing barriers to trade and
investment. With TPP in place
Indian industries are likely to
face trade diversions effects in
some of the key sectors such
as textiles, cotton and yarn,
besides the country’s regime
on investment, labor standards,
intellectual property rights
(IPR), government procurement
and State-owned enterprises
(SOE), TPP agreement seeks

improve
transparency
of
government procurements in
TPP countries with provisions
for
non-discriminatory
treatment of suppliers; creation
of fair and predictable rules to
a wider range of government
activities.
TEXTILES
The TPP agreement aims to
reduce the tariff or zero tariffs
(although in a phased manner
for some sensitive product
categories like agricultural
products) for the signatory
countries. This will have
likely implications for India,
particularly for its textile and
agricultural sectors in terms of
trade diversion and significant
alterations in global value chains
(GVCs). Nearly 48.5% of
India’s total textile exports are
exported to the US at an average
bound tariff rate of 27.3%.
However, with the provision of
a ‘yarn forward rule’ in the TPP,
that makes it mandatory for
signatory countries to source
their yarn from one of the TPP
countries in order to benefit
from zero tariff regime, there
will be some diversion of India’s
textile exports to TPP members.
Given Vietnam’s specialization
in textiles, duty-free access to
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the US market post-TPP will
result in India being displaced
by the US in favor of Vietnam.
On the other hand, to gain the
benefits of duty-free market
access, Vietnam will have to
incur significant costs in setting
up its own local yarn/fabric
producing unit as presently it
sources its raw materials from
China. Consequently, the Indian
textile sector could benefit from
this, although for a brief period
till the time Vietnam sets up its
own local production unit for
textiles. Similarly, the loss of
market access may also impact
other products such as grains
and other crops, processed food
and heavy manufacturing.
This yarn forward rule, coupled
with the need to harmonies
domestic production standards
upwards will considerably alter
India’s position in the GVCs
for textile products, leading to
greater export losses for the
country. India’s integration
into the GVCs (as measured
by foreign value added content
in gross exports) has grown
from 11% in 1995 to 22% to
2009. Although this level of
integration is far below the
level of developed economies,
it is the third highest among
the BRICS economies. India
presently complies with the
standards laid under the World
Trade Organization (WTO).
Should India decide to partake
in the TPP, it will need to achieve
steeper production standards
(commonly referred to by
scholars as WTO-Plus), which
22
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will have an adverse impact on
the country’s export industries
as it may not be feasible to
achieve them in the short-term.
LABOR MARKET :
India’s labor market will also
have to undergo a sophisticated
evolution. The labor market in
India is dominated by informal
employment that accounts for
92% of the total labor force
employment. In such a scenario,
an upward harmonization of
labor standards for India’s huge
informal sector will be difficult,
time-consuming and costly.
India is yet to ratify three of the
five internationally recognized
labor principles as laid down in
the 1998 ILO Declaration that
have been a basis for the labor
standards set out in the TPP
agreement.
IPR PROTECTION:
TPP standards were higher
than that of WTO norms,
extended protection of IPR
beyond current international
requirements,
delaying
the
entrance of generic competition
for
life-saving
medicines,
and keeping the drug prices
high. TPP has come up with
TRIPS- plus provisions which
effectively extend monopoly
rights could raise the price of
medicines further and hand over
a lot of power to multinational
companies at the cost of
consumers. In a country like
India, where most people pay for
their own medical treatment and
where insurance companies do
not pay for medicines, questions
are being asked about what
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will happen if essential drugs
become a lot more expensive as
the result of a trade deal, and if
the gains from expanded market
access are worth the costs of
joining the TPP. India would
subject itself to a more stringent
IPR regime that goes beyond the
1994 World Trade Organization
Agreement (WTO) on TradeRelated Aspects of Intellectual
Property Rights (TRIPS) that
India accepts. India will lose the
“flexibilities” and safeguards
that TRIPS provides. Which is
not part of flexibilities provided
under TPP aims to grant patents
for inventions which are merely
variations and not entirely new or
novel. This dilutes patentability
requirements leading to their
“ever-greening” and extension of
monopoly by at least five years.
This will delay entry of a generic
version of a medicine, impacting
its affordability and access. Patent
linkages are the other concern
for developing countries like
India as this could extend the
period of additional monopoly in
other markets that do not have a
formal system, thus delaying the
introduction of generics.
SERVICE SECTOR:
India is most competitive in
services trade and it is one of
our biggest earners of foreign
exchange. Reduction of trade
barriers in services among TPP
members will result in India’s
services export being replaced
by services trade within TPP
members. This will lead tpp
members to eat into India’s
outsourcing exports.
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FOREIGN INVESTMENTS:
New investments will flow
into TPP member countries.
Many foreign firms had started
manufacturing in India and
using it as an exporting base, as
seen in the automobile sector.
After the TPP agreement, it will
make sense for foreign firms to
make new investments in TPP
members to get unrestrained
access to larger TPP markets.
If
TPP
members
come
together with stronger IPR
regime, regulations on SOE
and government procurement
clauses, it will be difficult
for India to attract foreign
investment with its history of
retrospective taxation.
Against this backdrop India will
face trade diversions in sectors
which have the potential of
growth resulting into huge loss
of investments if it chooses
not to join. however whether
it wishes to join or not, it has
to call for extensive and urgent
reforms which are needed
and bringing the non-tradable
sectors to the global-standards
Unless this is completed, Indian
companies will fail to take
advantage of the opportunities
that have opened up through
bilateral free trade agreements
already finalized.
Should India Join?
India is not being anti-Tpp, it
has made it clear that it intends
to be part of the process but
integration requires domestic
policy implications that need to
be well- managed and quickly
implemented to allow India to

reap its benefits. Part of India
wants to integrate and part
of it is not ready or may be at
risk from integration. So both
politics and economics of our
attitude to external world are
complicated. For India to join
the TPPA it will require to
make significant changes to its
domestic regulatory framework
which will affect various sectors
to align with the TPP standards.
Hence, it would be extremely
difficult
and
economically
burdensome for India to initiate
and execute the reforms that
would be expected if it decides
to join the TPPA. Furthermore,
the political climate limits the
chances of wider unity on the
need to accelerate the pace of
reforms in the labor, export
infrastructure,
environment,
and banking and taxation
spaces. Thus, reforms would
have to be phased, something
that might not be possible if
India joined TPP, India would
gain if it joins TPP in areas
such as textile, manufacturing,
fish, dairy and output would
increase. Thus these are the
crucial sectors for India because
of their employment generation
potential. No doubt joining
the TPPA would be beneficial
for India but the cost incurred
would be too high than the gains
from joining.
What Must India Do?
Conclude,
on
a
priority
basis, its ongoing free trade
negotiations. These include the
India-EU Bilateral Trade and
Investment Agreement and the

mega Regional Comprehensive
Economic Partnership with the
Association of Southeast Asian
Nations, China and others.
Benefits from these agreements
will help mitigate some of
the export losses that India
may face on account of trade
diversion due to TPP. Aiming to
diversify export destinations to
markets like Latin America and
Africa would also help. Indian
companies may have to consider
investing in the TPP-region
countries and start producing
from there. Pointing out that the
TPP excluded African countries;
India would also have to focus on
improving its trade with African
countries. Meanwhile, India is
also considering engaging with
the Asia-Pacific Economic
Cooperation countries to ensure
that it did not miss out on the
emerging trade dynamics,
India is in negotiations with the
US on a Bilateral Investment
Treaty (BIT), India’s bilateral
free trade agreements (FTA)
with some of the TPP members
- Japan, Malaysia, and Singapore
- and FTAs, which are underway
with Australia, Canada and New
Zealand, may reduce the impact
of trade diversion caused by TPP
to some extent. BIT negotiation
may shelter India for some of
the adverse impacts of the TPP;
however, the BIT negotiations
would
be
a
long-drawn
process. There still exists a vast
divergence on issues of IPR and
market access which is unlikely
to be in favor of India as the
TPP reduces India’s bargaining
power with the US. Lastly,
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RCEP also has members who
are part of TPP. Due to overlap
of members, it is expected that
the standards for RCEP would
also to an extent tend to meet
to the even higher standards
of TPP. This would require
significant efforts by India to
reform its domestic policies
to comply with the same or be
left out of the growth in global
trade which would be witnessed
due to these multilateral trading
arrangements. On the other hand,
through preferential trading
arrangements with individual
tpp countries, India will be able
to exercise greater supremacy
in reaching agreements that
allow ample time and space
for rolling out these reforms
without significantly affecting
India’s market access in these
and other economies as well as
its integration in GVC’s
By not being part of the TPP,
India will certainly incur losses
on account of trade diversion.
Yet, joining the TPP is not an
option for the country. This
would entail very heavy costs.
That is precisely why mitigating
such projected losses from the
TPP should be a government
imperative. This can only be
achieved by a well- integrated
trade policy approach on the
international as well as domestic
front, aimed at protecting
and promoting India’s trade
interests.
India should also pursue its
desire to be a member of AsiaPacific Economic Cooperation
(APEC) forum that includes
24

March 2016

radical
trade
liberalization
measures and other and
regulations that are at par with
mega-regional trade agreements
like TPP, thereby serving as a
stepping stone for its inclusion
in
multilateral
agreements
in future. This could be the
potential breakthrough for India
in agreements of higher global
standards.
Conclusion:
Whether India joins or not,
is a debatable issue. But more
of the world economy moving
towards FTA’s and RTA’s, India
must respond. It has to push
the domestic reform which
has to be complemented with
ongoing trade talks. India
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needs to include or play a
constructive role in global trade
governance by taking forward
the trade liberalization agenda
by incorporating new issues.
Inflexibilities in their outlook
towards the global trade and
trade regulations would widen
the gap between global trade
and emerging markets like
India, would remain as large
emerging markets unprepared
for playing roles in global trade
and regional trade agreements
with their economic sizes and
strategic weights.
Shivani Paturkar
paturkar.shivani@gmail.com
Ms. Shivani Paturkar is the Intern
Economist in MEDC.
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Will China’s RCEP Offer
an Effective Counter to TPPs ?

T

he Trans¬ -Pacific
Partnership (TPP), the
U.S.¬led free trade
agreement (FTA) in the Asia
Pacific region, was finalized
on October 5, 2015. The
TPP excludes Asia’s largest
economies: China, Indonesia,
India and Russia. Despite the
fact that China, Indonesia and
Russia are located in the core
Asia Pacific, they are excluded
only for geopolitical reasons. On
the other side, unlike the TPP,
the RCEP includes Asia’s largest
economies: China, Indonesia
and India — two of which
are also part of BRICS bloc.
The TPP demands standards
from its member’s states or
potential member states. TPP
comes with strict guidelines
on environmental and labour
standards,
addresses
over
fishing and illegal logging, limits
the trafficking of endangered
species. The TPP also requires
that member countries institute
minimum wages, allow workers
to form unions, and adhere
to the labour rights specified
by the International Labour
Organization. On the other
side, RCEP’s framework itself
allows flexibility.
Unlike the TPP, the RCEP

- MEDC Research Team
has a more flexible approach
since it allows for special and
differential treatments to its
prospective member countries
depending upon their state
of development, needs and
requirements. The ASEAN
member states are playing an
important role in the future
of trade arrangements in the
Asia Pacific. Since ASEAN,
with its four members (Brunei,
Malaysia,
Singapore,
and
Vietnam) in TPP, is unlikely
to exert much influence as
an economic community on
future TPP decision makings,
it has focused most of its
efforts on RCEP talks, where
all of ASEAN’s 10 members
are involved. Moreover, RCEP
is perceived as an expansion
of the five FTAs that already
exist between ASEAN and its
six partners. Based on these
existing ASEAN¬ centred
FTAs, ASEAN has sought to
attain “functional centrality” in
RCEP, whereby it would act as
a platform for cooperation and
have stronger negotiating power
to secure its own interests in the
talks. Into the bargain, RCEP’s
more
pragmatic
approach
would enable it to accept
‘less ¬developed members

of ASEAN’ which will not
even qualify to be members or
prospective members in TPP
because of TPP’s demanding
requirements. Therefore, all in
all, ASEAN may expect that
RCEP negotiations will support
its efforts to improve ASEAN
internal economic cooperation
and integration.
FTAAP : complementing the
ideas of TPP and RCEP
While ,RCEP has largely
been seen as an alternative
to U.S.¬led TPP, China may
ultimately look to steer RCEP
talks towards a broader pact
that would encompass TPP
into a Free Trade Area of the
Asia Pacific (FTAAP) — China
recent statements seems to
carry such a hint. A FTAAP
would include all Asia Pacific
Economic Cooperation (APEC)
economies. Though, the U.S.’s
goal of using TPP to isolate
China would be of very minor
significance, because Australia,
Brunei, Japan, Malaysia, New
Zealand, Singapore and Vietnam
– all are expected to be included
in both TPP and RCEP; And
China already has individual
FTAs with many members of
TPP. The completion of TPP
and the faster approach towards
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reaching a deal on RCEP,
sharpen the question of how the
U.S. and China will share power
in the Asia Pacific region. Such
conflict of interests may trigger
a bigger confrontation that
may even extend into an armed
conflict. Since there’s a good
deal of overlap between the two
proposed trading spheres (TPP
& RCEP), the FTAAP approach
mentioned earlier would be
an ideal solution to avoid such
confrontation. Without the
constructive participation of
the BRICS and other emerging
economies, there is little
prospect the West will continue
to be able to drive global
trade flows. The BRICS today
have the wealth, consumption
power, geopolitical position,
expertise and the political will
to influence and re¬arrange
the global system to their net
advantage. In this regard, RCEP
is in a better position than TPP,
because RCEP tags with itself
the stakes of at least two BRICS
members: China and India.
China has its own strategy for
increasing its influence, through
the infrastructure projects under
the “Belt and Road” umbrella,
which will be funded by Chinese
policy banks and the Chinese¬
led
Asian
Infrastructure
Investment Bank. The impact of
the Belt and Road initiative will
likely be felt more immediately
and concretely than the effect
of TPP, many of whose features
will phase in slowly over several
years. Since the RCEP is fully
aligned with the One Belt,
One Road initiative proposed
26
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by China, it is a better choice
over the TPP. The RCEP will
improve China’s soft power
and may help China to dismiss
the view that it is a threat to its
neighbours. It will significantly
improve its relations with other
RCEP countries. However, for
all these to take place in favour
of China, RCEP must become
a reality. Turning RCEP into
reality is very difficult, because
two strong members of RCEP
– India and Australia — have
some
conflicting
interests
with China in other ends, and
also that China has disputes
with some of its ASEAN
neighbours regarding territorial
and maritime claims in South
China Sea. Such an inclusion
may mean that there is a plan to
grab the country into the orbit
of the FTAs in distant future
when such FTAs are matured —
at least there is the possibility.

services and sets reciprocal trade
quotas. Unlike most agreements,
but like the TTIP, it removes
non-tariff blocks to trade and
harmonizes regulations and
statutes.

Notably, the agreement excludes
China. That’s deliberate. It’s
meant to balance the trade
dominance of both China
and India in East Asia. It also
provides a trade alliance that
gives the United States an excuse
to intervene in trade disputes in
the oil-rich South China Sea.
China has been beefing up its
military to back its incursions in
the area.

It does this by removing 18,000
tariffs placed on U.S. exports to
the other countries. The United
States has already withdrawn
80% of these tariffs on foreign
imports. The TPP evens the
playing field.

However, all parties have
signalled that other members
can join in the future. So far,
the Philippines and China
have indicated an interest. Like
most other trade agreements, it
removes tariffs on goods and

The TPP covers a broad
range of goods and services,
including financial services,
telecommunications, and even
food safety standards. In this
way, it affects foreign policy and
even laws within countries.
Pros
The TPP boosts exports and
economic growth, creating
more jobs and prosperity for
the 12 countries involved.
It increases exports by $305
billion per year by 2025. U.S.
exports would increase by
$123.5 billion, focusing on
machinery, especially electrical,
autos, plastics and agriculture
industries.

The agreement adds $223 billion
a year to incomes of workers in
all the countries, with $77 billion
of that going to U.S. workers.
(Source: US Trade Representative,
TPP Fact Sheet)
All countries agreed to cut down
on wildlife trafficking, especially
elephants, rhinoceroses, and
marine species. It prevents
environmental abuses, such
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as unsustainable logging and
fishing. Those that don’t will
face trade penalties.
Cons
Most of the gains in income
would go to workers making
more than $88,000 a year. Free
trade agreements contribute to
income inequality in high-wage
countries by promoting cheaper
goods from low-wage countries.
That would be especially
true of the TPP because it
protects patents and copyrights.
Therefore, the higher-paid
owners of the intellectual
property would receive more of
the income gains.
The
agreement
regarding
patents
will
reduce
the
availability of cheap generics,
making many drugs more
expensive. Competitive business
pressures will reduce the
incentives in Asia to protect
the environment. Last but not
least, the trade agreement could
displace financial regulations.
China’s national fears
The main country worried about
an American - led trade deal
has gone nearly silent – china.
two years ago , the prospect
of the deal , the trans – pacific
partnership , evoked fears in
china
, something china’s
leading trade policy intellectuals
now say that they have few
concerns about the agreement .
They also say that the pact could
even help china, by making
it easier for Beijing to pursue
ambitious global free trade pact
that would require significantly

opening its markets to western
competitions. Still the trade
presents some political tensions
for china.
The united stalls already has
free trade agreements with half
the countries in the trans-pacific
partnership,
notably
south
Korea, so the most important
negotiations in the pact – involve
japans and Vietnam, would
do not have such deals .The
prominence of japans in the
trade talks made some Chinese
officials and trade experts wary,
japans is china’s main political
and military rival in East Asia.
Investor-state dispute settlement
in the Trans-Pacific Partnership
The Trans-Pacific Partnership
(TPP) has both been the subject
of negotiations in fall 2015. In
a significant development, on
October 5, 2015, negotiators
for the United States and the 11
other parties finally signed TPP.
Both agreements have been
touted to “promote jobs
and growth” through trade
liberalization in their respective
regions: TPP across the Asia
Pacific region. In addition, if
ratified by the state parties,
the agreements will replace
the various dispute resolution
mechanisms provided for in
existing investment treaties
among the parties. In fact,
the inclusion or otherwise of
investor-state dispute resolution
provisions has contributed
significantly to the controversy
surrounding both agreements.
As a consequence, the execution

of TPP represents a major
development that investors
throughout the Asia-Pacific
region must consider. However,
TPP is yet to be ratified by the
state parties, a challenging and
likely long-term project.
Investor-state dispute settlement
TPP will include dispute
resolution provisions that are
intended to allow the parties to
expeditiously address disputes
through investor-state dispute
settlement (ISDS). Under such
provisions, instead of bringing
claims before domestic courts,
disputes between investors
from one of the state parties
and another state party would
go before an international
panel of arbitrators. ISDS is
not a new mechanism and its
use is on the rise globally. The
world’s leading ISDS institution,
the International Centre of
Settlement
of
Investment
Disputes (ICSID), is a member
of the World Bank Group.
The United Nations Conference
on Trade and Development
(UNCTAD) found that 27
international
investment
agreements
(IIA)
were
concluded (14 BITs and 13
“other IIAs”) in 2014 alone –
approximately one every other
week. Of those 27 agreements
involved, ten involved at least
one state located in the Asia
Pacific region and six contain an
ISDS provision.
Despite
the
growing
international
acceptance
of ISDS, there has been
significant opposition to the
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TPP on the basis of its dispute
resolution provisions. The
TPP’s provisions on investment
provide a detailed procedure
for the resolution of disputes
through neutral and transparent
investment arbitration.
Several significant provisions,
many of which are rather
innovative, are listed below for
special attention:
• Parties
must
undergo
consultations
and
negotiations for at least six
months before submitting a
claim to arbitration.
• Parties must give written
notice to the respondent
at least 90 days before
submitting any claim to
arbitration.
• All proceedings are public
–
including
pleadings,
transcripts
and
other
documents – and will be
made available on the US
State Department website.
• Amicus curiae and nondisputing party submissions
are authorized.
• There is a process for
summary review of frivolous
claims.
• A fork in the road provision
prohibits
claimants
from
initiating
parallel
proceedings.
• The state parties will develop
a code of ethics applicable to
arbitrators.
Unsurprisingly, the TPP also
provides the basic investment
protections found in other
investment-related agreements,
28
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including fair and equitable
treatment, full protection and
security, national treatment,
most-favoured-nation
treatment,
and
“minimum
standard of treatment” for
investments in accordance with
customary international law
principles
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India’s take on china backed
trade- bloc
The TPP and RCEP are
both multilateral free trade
agreements which aim to reduce
tariff and non-tariff barriers on
goods and services along with
IPR protection. Joining each of
them will have both economic
and strategic ramifications on
India
Positives of joining TPP or
RCEP
yy Will provide more markets
for sectors it has expertise
in. E.g.pharma, IT products,
textiles
yy - Higher levels of quality
and IPR protection will
incentivize Indian industry.
yy Any of these trade blocks
will bring in much-needed
investment flow, technology
yy Joining TPP will give access
to unexplored markets like
Latin America leading to
diversification of exports.
yy Joining RCEP will contain
any fears from Chinese
side that India is actively
participating in US Asia pivot
strategy and could balance
bilateral trade deficit
yy Participating in TPP, on the
other hand, will bring India

yy

yy

yy

closer to USA countering any
Chinese bullying in Asia
Negatives of joining TPP or
RCEP
Since IPR protection levels
are quite stringent to the
present WTO levels India
complies
with,
Indian
industry, agriculture and
cyberspace may reel under
strict patent regimes, for
which they need a predetermined transition period
and resources.
This may also aggravate
India’s import dependency
as barriers will have to be
kept low, affecting India’s
unorganized and MSME
segments.
Strategically, ceding ground to
the bloc leader like US (TPP),
China (RCEP) will hamper
autonomy in decision-making
at international level
Programs like Make in
India could take a hit due to
domestic companies being
exposed to efficient, wellcapitalized peers abroad

In resolving this dilemma both
economic interests as well as
strategic autonomy will have to
be factored in for India to take
full benefits of trade blocs.
Ms. Naina
singh.naina1512@gmail.com
Ms. Naina is the Intern Economist in
MEDC.
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Member and Non-Member
Impacts of Trans Pacif ic Partnership

A

fter nearly eight years
of negotiations, the
United States and 11
other countries have finally
reached consensus on the TransPacific Partnership, one of the
largest trade deals in a generation
that’ll involve nearly half the
world’s GDP. The sprawling deal
would affect a variety of issues,
including tariffs, labor rights,
and international investment.
The pharma sector which
drove the TPP negotiations:

The deal’s most controversial
provisions
are
the
ones
limiting competition in the
pharmaceutical industry. The
TPP will drive up costs for
some of the most expensive
drugs on the market in the
poorest countries. One of the
biggest sticking points in the
negotiations had to do with
data protection for biologic
drugs. Biologics are treatments
made from biological sources,
including vaccines, anti-toxins,
proteins,
and
monoclonal
antibodies for everything from
Ebola to cancer. Because of
the high prices of these drugs,
companies are very interested
in developing “biosimilars” —
cheaper copies of the original
drugs, similar to generic versions
of pharmaceuticals. The reason

- MEDC Research Team
these biosimilars are so cheap
is that manufacturers can
usually just rely on data from
clinical trials submitted by the
maker of the original biologic.
But, of course, the maker of
the original drug doesn’t want
everyone using its data and
making cheap knockoffs. As part
of the TPP, the United States
(and the pharmaceutical lobby)
had been pushing to get every
country to agree on 12 years of
data protection for biologics.
This means the agreement
will prevent more affordable
biosimilars from entering the
market for a longer period of
time in places that previously
had no bar to entry. And the
burden of this provision will
be felt by the world’s poorest
countries.
The TPP could also delay
cheaper, generic versions of
drugs. Meanwhile, every country
has systems for granting patents
and legal privileges to the first
company to invent a drug — a
reward for innovation. After
these expire, other companies
can apply to get their cheaper
“generic” copies of these drugs
on the market. At the moment,
it’s up to countries to decide
whether things like a small
change in a drug molecule should

warrant a patent extension. But
the final TPP creates patentrelated obligations in countries
that never had them before. To
put it simply, this would directly
target a country’s ability to
define its own patent law and
put a higher standard on when
generics can become available.
TPP provides manufacturers
of biologics in the AsianPacific region with at least
five to eight years of data
exclusivity before competitors
can enter the market with their
own non-innovator versions,
called biosimilars. This would
be the first time that some
countries, like Mexico, have data
protections for biologics. U.S.
law, which currently guarantees
12 years of exclusivity, would
not be changed. This provision
has raised serious concerns
among biologic manufacturers
as to their ability to recover
upfront investments before
biosimilars enter the market.
A
representative
of
the
pharmaceutical industry issued
a statement denouncing TPP
for its lack of data protection.
The group suggests that
strong intellectual property
laws are essential to freely
encourage innovation. Some,
however, argue that without
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the market entrance of lowerpriced biosimilars, the poorest
consumers would be hurt most.
A research found that this is
not necessarily the case: the
complexity of biologics prevents
biosimilars from achieving the
same cost savings previously
seen in the case of traditional
small molecule generics.
Japan agriculture sector:
Agricultural products have
always been one of America’s
major export industries, and
improving American farmers’
access to foreign markets was
a key negotiating objective for
the United States in putting
together
the
Trans-Pacific
Partnership. At the same time, no
domestically focused agriculture
industry is cheering the TPP
as an unmitigated victory. But
the most powerful domestic
industries in particularly rich
TPP countries fared a lot better
than others. Japan is already
an important market for U.S.
agricultural products. In 2014,
Japan ranked as our fifth largest
market (behind China, Canada,
Mexico and the European
Union) accounting for over
$13 billion in U.S. agricultural
exports. With a population of
127 million, high per capita
income, an affinity for U.S.
products, and a well-developed
marketing infrastructure, Japan
is an attractive market for U.S.
exporters. The total food and
drink market in Japan is valued
at over $650 billion.
Reducing tariffs in Japan has
30

March 2016

been a long-held U.S. trade
policy objective. Japan’s average
tariff on agricultural products is
14 percent. (For comparison, the
average U.S. agriculture tariff is
5 percent.) Japan’s average hides
significant tariff peaks: for many
products Japanese tariffs exceed
100 percent and significantly
restrict trade.
FTA Negotiations :
Japan has concluded free trade
agreements (FTAs) with a
number of other countries,
including key U.S. competitors
such as Chile, India, Indonesia,
Mexico, Thailand, Vietnam, and
Australia. In addition to the
TPP, Japan is in the process of
negotiating agreements with the
European Union, Canada, and
China. In these negotiations,
Japan has agreed to tariff
reductions on many agricultural
products, putting U.S. exporters
at a disadvantage. Japan has
largely (but not completely)
excluded from market opening
its most import sensitive
products, such as rice, pork,
dairy, beef, wheat, and sugar.
TPP:
Under the Trans Pacific
Partnership (TPP) agreement,
most agricultural tariffs in Japan
will be eliminated. Tariff phaseouts vary by product: some tariffs
will be eliminated immediately
when the agreement comes into
force, others will be phased out
over a period of years. Tariff
elimination will put U.S. exports
on a level playing field in Japan

Cover Story

with respect to Japanese and
third-country products and well
ahead of non-TPP competitors.
The TPP will also significantly
improve access opportunities
for the most sensitive products
in Japan through a mixture
of tariff cuts and expansion
of access under tariff-rate
quotas. President Obama has
notified the U.S. Congress of
his intention to sign the TPP
agreement after the legal text
has been thoroughly reviewed
and approved by each TPP
country. The agreement will
be eligible for a Congressional
vote, under provisions of Trade
Promotion Authority, in 2016.
The real effects of the TPP on
Japan’s agricultural sector will
not be clear in the short term
because some measures will
be implemented over a period
of time. At one extreme, for
products such as beef, cheese
and whey, it will take 16–21
years for the tariffs to be
reduced to the lowest level or to
be completely abolished. At the
other, tariffs on 14 agricultural
products — all vegetables —
will fall to zero at the time of
TPP implementation. Rice
remains the biggest ‘sanctuary’
of all. The TPP will provide
little or no benefits for rice
consumers.
Uncompetitive
small-scale rice farmers will
remain in business because of
the stockpiling measures taken
to stabilise the price of rice.
As the Abe government well
knows, there are 1.15 million
rice farming households out of
approximately 2.5 million farm
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households, so rice farmers
represent a huge source of
votes.
Implementing the TPP puts a
premium on the success of the
farmland consolidation program
to promote scale expansion but,
so far, this program has only
had very limited success despite
a ¥50 billion (about $US450
million) allocation.
There is some potential for
increased imports as a result
of the TPP: US tariffs on
Japanese rice, beef, soy sauce,
miso, fruit and more will be
abolished. Still, while Japanese
agricultural products are praised
for their quality, high prices are
a hindrance.
The biggest bottleneck of all
is rice policy, which generates
all the wrong incentives. It
rewards farmers looking for
government handouts rather
than entrepreneurial producers
seeking to sell high-quality rice
with added value. Given the
continuing protection of this
sector under the TPP agreement,
this is unlikely to change.
Canada’s Mineral Mining and
Automobile Sector:
The auto sector is one of the
key sectors involved in the
negotiations for the TransPacific Partnership. The TPP
will eliminate tariffs on motor
vehicles and auto parts among
all TPP countries, although
the timelines applying to the
various participating nations
were negotiated individually
and are therefore not uniform.

For its part, Canada has agreed
to eliminate its 6.1 percent
tariff on imports of Japanese
vehicles over a 5-year period
(to 5.5 percent, 5 percent, 2.5
percent, 2 percent, then zero).
This represents a significantly
shorter timeline than that
negotiated by the U.S., which
agreed to a 25 year phase-out
of the 2.5 percent U.S. tariff
on passenger cars from Japan
and a 30 year phase-out of the
25 percent U.S. tariff on Japanbuilt trucks. The TPP will grant
preferential access to Canadian
automotive
exporters
and,
within 12 years, will eliminate
tariffs on vehicles and vehicle
parts exported to Vietnam and
Malaysia, where existing tariffs
range as high as 74 percent and
35 percent respectively. Japan
already offers duty free market
access for Canadian passenger
vehicles and automotive parts.
The TPP will also eliminate
quantitative restrictions on
imported vehicles from Canada
to Malaysia, the government of
which has also committed to
make its customs valuation rules
more trade-friendly and to foster
co-operation in the automotive
sector between Canada and
Malaysia. With respect to rules
of origin for vehicles and
vehicle parts, the agreement
will lower the required content
threshold of vehicles and
certain key Canadian-produced
vehicle parts to 45 percent in
order to for them to qualify as
tariff-free under the TPP. Other
key Canadian-produced vehicle
parts will require a cost base of

40 percent to qualify as TPPoriginating content.
Canada, one of the most
resource-rich
countries
in
the world, was a leader in
mineral
exploration
and
mining,
producing
more
than 60 minerals and metals
domestically and operating
in 100 countries around the
world. The metals and minerals
industry was a significant driver
of the country’s economic
growth, contributing more
than $164.8-billion to Canada’s
gross domestic product (GDP)
in 2014. Canadian exports in
this sector included petroleum
products, potash and precious
metals, such as gold and silver,
as well as other metals, such
as iron, steel, aluminium and
nickel. Examples of industrial
goods tariffs that would be
eliminated under the TPP under
the metals and minerals section
included Japan agreeing to cut
tariffs of up to 11.7% or 44 yen/
kg, whichever was less, within
ten years. In Vietnam, tariffs of
up to 40% would be eliminated
within ten years, in Malaysia,
tariffs of up to 50% would be
eliminated within ten years, in
Australia, tariffs of up to 5%
would be eliminated within
four years and in New Zealand,
tariffs of up to 10% would be
eliminated within seven years.
Under the TPP, iron and steel
products would benefit from
Japan eliminating tariffs of up to
6.3% within ten years, Vietnam
eliminating tariffs of up to
40% within ten years, Malaysia
eliminating tariffs of up to 25%
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within ten years and Australia
cutting tariffs of up to 5%
within four years. Aluminium
products would also receive a
boost, with tariffs of up to 7.5%
in Japan to be eliminated as soon
as the deal came into force. In
Vietnam, aluminium product
tariffs of up to 27% would be
scrapped within three years,
while Malaysia would remove
tariffs of up to 30% within a
decade. In Australia, tariffs of
up to 5% would be eliminated
upon entry into force. Further,
nickel products would also
benefit from Japan eliminating a
3% tariff within ten years. The
country had also agreed to cut
tariffs of up to 7.9% within ten
years for petroleum products
and Vietnam was expected
to drop tariffs of up to 30%
within the next decade. Canada’s
exports of metals and minerals
to TPP countries were worth,
on average, $158.6-billion a
year between 2012 and 2014.
Through the reduction of
tariffs, operators in Canada
stood to gain significantly with
TPP partners. For example,
Japan currently applied tariffs
of up to 7.9%, Vietnam of
up to 40%, Malaysia of up to
50%, Australia of up to 5%,
New Zealand of up to 10% and
Brunei of up to 20%. Extending
beyond tariff elimination and
reduction, the negotiations also
addressed several challenges that
companies currently grappled
with in getting products, people
and services across borders
day-to-day. As mining was one
of Canada’s largest outward
32
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investing sectors – accounting
for 10% ($81.5-billion) of the
2013 total – benefiting from the
greater certainty, transparency
and
foreign
investment
protection that the TPP would
enable was important for the
industry to remain competitive
on the global stage, highlighted
the MAC.
Exclusion of China from TPP
While China has long stated that
it is willing to consider joining
the Trans-Pacific Partnership
(TPP), it was not included
in the agreement that was
signed. The treaty includes 12
countries along the Pacific, with
China conspicuously absent.
Excluding China has been
widely interpreted as an attempt
by the United States to curtail
Beijing’s growing political and
economic might in the Asia
Pacific region, and some experts
have described it as a “terrible
mistake.” China not only has
been left out of the deal, but it
has been left out on purpose. At
some point China was invited
into the negotiations and some
still expect China to continue
discussing membership in the
future. But Obama’s official
statement on TPP makes it
very clear that China was
intentionally excluded: ‘When
more than 95 per cent of
our potential customers live
outside our borders, we can’t let
countries like China write the
rules of the global economy’.
For China, the issue is not only
losing access to the US market
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but also the fact that its most
important trading partners are
in the deal, with the notable
exception of Europe. China may
not care much about its being
left out of the TPP. First, China
continues to actively engage its
neighbors and trading partners.
Indeed, many Asian countries
– including those involved in
the N – fear that they will have
to pick between China and the
U.S. As policymakers from
Australia and New Zealand
have reportedly told their
U.S. counterparts in the early
stages of the negotiations, their
countries would withdraw if the
TPP were designed to contain
China. Without containment,
however, countries can still
negotiate other bilateral or
regional trade agreements with
China. Second, that the U.S.
and other like-minded countries
have gone outside the World
Trade Organization (WTO)
and other multilateral fora to
negotiate new rules has set an
important precedent for China
to undertake similar maneuvers.
From China’s perspective, such
maneuvers could come in handy
when the country needs to
avoid multilateral intervention
in sensitive matters such as
those involving Taiwan, Tibet
and the South China Sea.
Third, China continues to face
myriad challenges within its
own economy, which include
massive
urban
migration,
widespread unemployment and
an enormous gap between the
rich and the poor. Although
China has worked hard in the
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past two decades to ensure
compliance with WTO rules,
the country may not be ready
for new and higher trade
standards. These standards can
be particularly burdensome in
view of the recent downturn of
the Chinese economy. Finally,
China is unlikely to be able to
join the TPP unless some of
its standards are substantially
revised. For example, the
agreement’s
government
procurement standards would
drastically alter the structure
and operation of Chinese stateowned enterprises. The TPP
electronic commerce standards
could also deeply affect the
country’s
censorship
and
information control policy.
Conclusion:
In general, the TPP will only
have a minor impact on most
developing
countries.
The
existence of previous free trade

agreements between many TPP
members
means
minimum
additional tariff reductions
eroding the preferences that
benefit developing countries.
And given that trade patterns
between developing countries
and TPP members are different,
wherever there is a tariff cut as
a result of the TPP, it will not
affect developing countries.
But in the long run, the TPP
may present challenges for
the least developed countries.
For example, some of the
developing countries affected
by Vietnam’s improved market
access in the US – Kenya,
Pakistan, Bangladesh – could
decide to join the agreement
(which, in principle, is open
to every country). This would
generate a knock-on effect, with
other affected countries wanting
to join as well to avoid being
excluded from agreements
involving their competitors.

Although they haven’t officially
said so, Colombia, Costa Rica,
the Philippines and Laos,
among others, have already
expressed interest in joining the
agreement. They might trigger
the interest of more countries.
The problem here is that the
TPP was designed primarily by
developed countries with their
own concerns in mind. Poorer
countries may feel pressured
to join, despite not really
being ready to adopt many of
its provisions and having had
no opportunity to help shape
it. The consequences could
be serious: a poor country will
have to spend scarce resources
litigating with a firm in a foreign
court
Prachi Dosani
prachidosani06@gmail.com
Ms. Prachi Dosani is the Intern Economist
in MEDC.
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12th D.R. Gadgil Memorial Lectures Series
First Lecture by

Prof. Abhijit Banerjee
Ford Foundation International Professor of Economics
at Massachusetts Institute of Technology (MIT), Boston on

“Lifting India Out of Poverty”
on 2nd April 2016 at 5.00 pm

at Main Auditorium, Y.B. Chavan Centre, Nariman Point, Mumbai - 400 021.
About the Speeker : Abhijit Vinayak Banerjee was educated at the University of Calcutta, Jawaharlal Nehru University and
Harvard University, where he received his Ph.D in 1988. He is currently the Ford Foundation International Professor of
Economics at the Massachusetts Institute of Technology. In 2003 he founded the Abdul Latif Jameel Poverty Action Lab
(J-PAL), along with Esther Duflo and Sendhil Mullainathan and remains one of the directors of the lab. In 2009 J-PAL won the
BBVA Foundation “Frontier of Knowledge” award in the development cooperation category. Banerjee is a past president of
theBureau for the Research in the Economic Analysis of Development, a Research Associate of the NBER, a CEPR research
fellow, International Research Fellow of the Kiel Institute, a fellow of the American Academy of Arts and Sciences and the
Econometric Society and has been a Guggenheim Fellow and an Alfred P. Sloan Fellow. He received the Infosys Prize 2009 in
Social Sciences and Economics. In 2011, he was named one of Foreign Policy magazine’s top 100 global thinkers. His areas
of research are development economics and economic theory. He is the author of a large number of articles and three books,
including Poor Economics (www.pooreconomics.com) which won the Goldman Sachs Business Book of the Year. He is the
editor of a fourth book, and finished his first documentary film, “The Name of the Disease” in 2006. Most recently, Banerjee
served on the U.N. Secretary-General’s High-level Panel of Eminent Persons on the Post-2015 Development Agenda.

Second Lecture by

Padmashri Dr. Bibek Debroy
Member, NITI Aayog
(Date to be confirmed either
last week of April or Early May 2016)
at Main Auditorium, Y.B. Chavan Centre, Nariman Point, Mumbai - 400 021.
About the Speeker : Dr. Bibek Debroy is an economist and was educated in Ramakrishna Mission School, Narendrapur;
Presidency College, Kolkata; Delhi School of Economics and Trinity College, Cambridge. He has worked in following
Professional bodies like : Presidency College, Kolkata (1979-83) , Gokhale Institute of Politics and Economics, Pune (198387); Indian Institute of Foreign Trade, Delhi (1987-93); as The Director of a Ministry of Finance/UNDP project on legal
reforms (1993-98); Department of Economic Affairs (1994-95); National Council of Applied Economic Research (199596); Rajiv Gandhi Institute for Contemporary Studies (1997-2005); PHD Chamber of Commerce and Industry (2005-06);
Centre for Policy Research (2007-2015). He has authored/edited several books, papers and popular articles and has also been
a Consulting/Contributing Editor with several newspapers. In 2010, he started authoring a ten-volume unabridged English
translation of the Hindu epic The Mahabharata. This concluded in 2014. On 5 January 2015, he was appointed as permanent
member of NITI Aayog (or National Institution for Transforming India Aayog), which is the replacement of Planning
Commission and will act as a think-tank to the government of India. He was awarded Padma Shri, the fourth highest civilian
award of India, in 2015
for Registration and sponsorship contact :

DGM, Tel. : 22842206;09 ; email :sureshg@medcindia.com
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