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News

South Asia
Pakistan allows use of Chinese Yuan for trade,
investment
The Straits Times ǀ January 03
Pakistan will allow the Chinese Yuan to be used for imports, exports
and financing transactions for bilateral trade and investment
activities, in a move economists said would simplify a massive
Chinese investment project. Both public and private sector
enterprises may use the Yuan for bilateral trade and investment, the
central State Bank of Pakistan said in a statement issued Tuesday.
The bank said that in light of a massive Chinese infrastructure
project in Pakistan, the move would ―yield long-term benefits for
both the countries‖.

How Nepal‟s trade cost could be minimized
The Himalayan| January 07

The country can reduce its cost of trade through simplification
in processes of import and export and reduce transport cost
through effective monitoring. A recent report jointly prepared by
the Asian Development Bank (ADB) and United Nations Economic
and Social Commission for Asia and Pacific (UNESCAP) titled
‗Trade and Transport Facilitation Monitoring Mechanism (TTFMM)
in Nepal‘ has suggested the government to set up the TTFMM
institutional mechanism to monitor processes in certification,
customs, transit and cargo transportation to bring down the cost of
trade.
―Currently Nepal requires multiple documents for trade that
essentially serve the same purpose. Hence, removing even one of
such requirements can help reduce the cost and time in export,‖ says
the report. The report has suggested institutional arrangements for
aligning and harmonising the trade processes and procedures
nationally, regionally, and globally. At the global level, many
countries, especially World Trade Organisation (WTO) members,
are committed to implementing the trade facilitation measures
under WTO‘s Trade Facilitation Agreement (TFA) and at the
regional level, the Bangladesh, Bhutan, India, Nepal (BBIN) Motor
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Vehicles Agreement has been widely regarded as a game-changer pact that has set in motion the steps to
make it possible for both passenger vehicles and cargo vehicles to cross swiftly and easily from one
country to another. At the national level, a broad range of trade facilitation measures (such as

trade information portal, establishment of national single window, and paperless trade) should
be considered and implemented in progression. The report also stressed for customs
automation and urged expediting automated customs module. Similarly, early introduction of
customs single window (CSW) will eliminate the requirement of submission of specific
documents multiple times, according to the report.

Inauguration of ASEAN India Business and Investment and Expo, Promoting
Mutual Trade and Investment, 22-23rd January, 2018
Business Standard ǀ January 23
The ASEAN India Business and Investment Meet and Expo was jointly inaugurated by Mr Suresh
Prabhu, Hon‘ble Minister of Commerce and Industry, India with the ASEAN Ministers and Gen. (Dr.)
(Retd.) V K Singh, Hon‘ble Minister of State for External Affairs, India. The inaugural plenary, on the
theme of Promoting Mutual Trade and Investment for Shared Prosperity covered discussions on
strengthening India‘s economic relations with the countries in the East with both sides aiming to scale up
bilateral trade and investment in the region. The session focused on trade facilitation measures taken to
promote trade between India and ASEAN countries in manufacturing sector, promoting SME ecosystem
to enhance entrepreneurship quotient in the region and startup culture to create new pipeline of ideas.
Mr Suresh Prabhu, Hon‘ble Minister of Commerce and Industry, stressed that India is looking forward
to further deepening our engagement with ASEAN, with all the special commemorative events lined up
for the next few days, celebrating our Shared Values and Common Destiny. He further stated that this
event will help to envision the next 25 years of India-ASEAN relations, highlighting our various sectoral
collaborations. ASEAN India Expo showcases the best in trade and services in India and ASEAN region.

India-Israel Ties Gather Momentum
The Diplomat ǀ January 23
Israeli Prime Minister Benjamin Netanyahu was in India last week on a five-day visit, underlining the
growing ties between two major democracies, one in South Asia and one in the Middle East. There is
now domestic consensus in India that strong ties with Israel are essential for Indian national security
interests. Today, the relationship is moving beyond just defense. Netanyahu‘s visit largely focused on
economic and high-end technology cooperation as well as boosting people-to-people linkages through
cinema and tourism. Israel‘s technological prowess remains unmatched in areas as diverse as waste
management and reprocessing, desalination, agriculture, waste water recycling, health, biotechnology,
and nanotechnology. This is something that India is looking to tap into.
India-Israel economic cooperation is below potential, but the two sides are now re-evaluating and trying
to take the relationship beyond just an export-import dimension. This means that the two sides will have
to explore high technology cooperation in particular and enhance cooperation in areas where the two
can help each other in building capacity. There is a recognition in Israel that India‘s ties with Iran are
longstanding and should be viewed in the wider regional context, where India is trying to develop
regional connectivity via Iran to Central Asia. Prioritizing economic and trade ties in India-Israel ties
should be viewed as a priority.
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Sri Lanka, Singapore Sign FTA
The Shillong Times| January 23
Sri Lanka and Singapore on Tuesday signed a Free Trade Agreement (FTA) aimed at boosting trade and
investment between the two countries.
The signing took place following discussions between visiting Prime Minister of Singapore Lee Hsien
Loong and Sri Lankan President Maithripala Sirisena, Xinhua news agency reported. ―The FTA will
boost the trade between the two countries as this would facilitate duty-free access to selected goods and
services of each other,‖ the Sri Lankan President‘s Office said in a statement. Some of the areas set to
benefit from the FTA included information and communications technology, real estate, hospitality and
tourism, as well as energy and logistics.

India, ASEAN to work towards enhancing trade: PM Modi
Business Today| January 26
"Our trade has grown 25 times in 25 years. Investments are robust and growing. We will further enhance
trade ties and work towards greater interaction among our business communities," Prime Minister Modi
said at the ASEAN-India Commemorative Summit here. The nature of ASEAN-India partnership has
evolved significantly, he said, while proposing a dialogue on digital financial inclusion and investment
promotion to deepen understanding and cooperation in financial matters. With regard to information
and communication technology cooperation, the Prime Minister emphasised on a new area of
cooperation through a regional high capacity fibre optic network to digitally connect remote areas.
"India offers to undertake a pilot project on rural connectivity which will create digital village in
Cambodia, Laos PDR, Myanmar and Vietnam. Success of this project could be replicated in other
ASEAN countries," he said. Modi also put forth India's offer for a training programme for professionals
from ASEAN countries on telecom and networking technology to share best practices in policy,
regulation and technological development.

South East Asia
Việt Nam to connect to ASEAN Single Window
Viet Nam News ǀ January 11
Deputy Prime Minister Vương ĐìnhHuệ asked ministries and sectors to work harder to officially connect
Việt Nam with the ASEAN Single Window mechanism in 2018. He made the request at the third meeting
of the National Steering Committee for the ASEAN Single Window, National Single Window and trade
facilitation in HàNội. The committee‘s standing agency reported that as of December 15, 2017, 11
ministries and sectors had implemented 47 procedures of the National Single Window mechanism, up
eight procedures from 2016. Some documents were revised to facilitate businesses and reduce time for
customs clearances, which were applauded by the business community.
Addressing the meeting, Huệ said it is necessary to simultaneously facilitate trade and fight trade fraud,
while preventing red tape caused in the name of trade fraud prevention. He asked ministries and sectors
to carry out all 130 new administrative procedures in 2018 as registered in the master plan for
implementing the National Single Window and the ASEAN Single Window for 2016-2020.
The Deputy PM also told them to remove at least 50 per cent of goods from the list of items subject to
specialised examination. They also have to reduce the rate of goods batches subject to specialised
examination during customs clearance from 30-35 per cent of the total batches, at present, to 15 per cent
in the second quarter of 2018. A competitive and transparent environment is also needed for many
organisations to engage in testing, verifying and certifying goods, he added.
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ASEAN Businesses Boost Investment in Own Backyards
Financial Tribune ǀ January 28
Having long been a destination for foreign businesses in search of cheap labor, the bloc is now seeing
homegrown companies emerge as players in their own right. After accumulating enough cash and
know-how, the region's biggest companies are beginning to make strategic cross border investments that
were once the preserve of Western and Japanese majors—further cementing the economic bloc's
integration in the process, Nikkei reported.
Intra-ASEAN investment surged to a record of nearly $24 billion in 2016, a 12% increase from the
previous year, according to the ASEAN Investment Report published jointly by the ASEAN Secretariat
and the United Nations Conference on Trade and Development. Moreover, internal investment
accounted for a record 25% of all investment in ASEAN countries. Rodrigo Chaves, the World Bank's
country director in Indonesia, said "A better business environment is attracting more foreign direct
investment, as well as more public capital investments, which is the direct positive impact of fuel
subsidies reduction two years ago."
Most of the intra-bloc investment can be traced to Singapore, Malaysia and Thailand—countries that
have come the furthest in economic development. But Vietnamese businesses are quickly bridging the
gap. Outside Vietnam, corporations in such lesser-developed ASEAN countries as Myanmar, Cambodia
and Laos are not engaging in cross-border investment, UNCTAD data shows. Another emerging trend in
business investment in ASEAN is the growing number of local companies going for big acquisitions of
well-established operations from companies in the developed world.

East Asia
China Building Trade in South East Asia
Live Trading News ǀ January 11
China‘s involvement is set to boost the economies of Myanmar, Laos, Thailand, Cambodia and Vietnam.
China eyes stronger ties with the other five countries along the Lancang-Mekong river, pledging new
loans, medical aids and scholarships to its neighbors. At the second Lancang-Mekong Cooperation
(LMC) leaders‘ meeting, Chinese Premier Li Keqiang announced that China will provide another 7
billion Yuan (1.08 billion U.S. dollars) in government concessional loans to Myanmar, Laos, Thailand,
Cambodia and Vietnam. He also announced the setup of a 5-billion-dollar credit line for supporting
production capacity and equipment manufacturing cooperation among the Lancang-Mekong countries.
The new offer came after China supplied the five riparian countries with 10 billion Yuan (1.54 billion
dollars) of concessional loans, 5 billion dollars of export credit and 5 billion dollars for capacity
cooperation in more than 20 infrastructure and industry projects, Li said. The deficit that China holds
with the Mekong countries on farm product trade will not prevent China from importing more, Li said,
adding that protectionism is China‘s last choice.

China Increasing Trade and its Influence in the Middle East
The Media Express ǀ January 12
As China finds itself with a growing population, there is a need for various goods from outside of the
country. The Chinese leadership has found it important to address the need for trading partners by
revitalizing its old Silk Road trade routes into the Middle East. In ancient times, these routes allowed for
spices and goods to travel between Middle Eastern nations and China.
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China is extending tendrils of soft power, from language and culture to its martial arts. The influence
starts in a region known as #Ningxia, where a China-Arab State Expo is held. The expo is attended by
Arab heads of state, but also high-level Chinese government officials, businessmen, and journalists.
Chinese enterprises have a unique platform to create connections within the Middle East, both for their
goods and to imports others. Increasing trade with China can impact not only larger companies, but the
smaller businesses and manufacturers that create the chain of products and services from China to the
Middle East. As part of its efforts, China is also spearheading multiple infrastructure projects throughout
the region, creating a platform for increasing economic ties.

South Korea seeks trade sanctions on US as disputes pile up
Nikkei Asian Review ǀ January 13
South Korea has asked the World Trade Organization for authorisation to impose annual trade sanctions
worth at least $711 million on the United States, a filing published by the World Trade Organization
showed on Friday. As well as those sanctions, arising from a dispute over trade in washing machines,
Seoul also asked for permission to impose an open-ended amount of trade sanctions if Washington
broke the same rules again with regard to other products. South Korea said it was demanding
compensation because the United States had failed to meet a Dec. 26 deadline to comply with a ruling
against duties of up to 82 percent it had imposed on appliances made by Samsung Electronics Co, LG
Electronics Inc and Daewoo Electronics Co. South Korea's Trade Ministry is also considering filing a
WTO complaint over U.S. restrictions on solar panel imports, it said in November.

China's trade body chooses Lebanon as Mideast, North Africa headquarters
Xinhua Net ǀ January 16
Lebanon was chosen as the Middle East and North Africa regional headquarters for the China Council
for the Promotion of International Trade (CCPIT), Lebanon's Foreign Ministry announced in a statement
on Tuesday. Lebanon was chosen due to its strategic location, free economy and openness to investment,
the statement said. Founded in 1952 by the Chinese government, CCPIT also aims for consultation on
trade and economic policies as well as legal issues, it added.

China looks towards deepening trade with CARICOM
The Straits Times ǀ January 23
Caribbean Community (CARICOM) countries have indicated a willingness to work with China
regarding the socio-economic development of the 15-member grouping. Foreign ministers of the nine
CARICOM countries which recognise Beijing met with their Chinese counterpart, Wang Yi, on the sidelines of the Second Ministerial Meeting of the Community of Latin America and Caribbean States
(CELAC) that ended here on Monday. Chair of the Council for Foreign and Community Relations
(COFCOR) Maxine McClean, underscored the importance CARICOM attached to the existing CaribbeanChina Economic and Trade Cooperation Forum, and the Caribbean-China Consultations.
McClean who is also the Barbados Foreign Affairs and Foreign Trade Minister described those
consultations as ―valuable mechanisms for continued dialogue and cooperation‖. She said CARICOM
also regards the ―One Belt, One Road‖ initiative China announced in Santiago, as a ―very important
cooperation and development mechanism. She said that the region had also benefitted from China's
generous grant funding in the past and hoped that consideration would ―continue to be given to this
valuable means of development support.‖
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Oceania
Australia, Canada Trade Blows over Wine
VOA News ǀ January 21
Australia has filed a formal complaint with the World Trade Organization that accuses Canada of
placing "discriminatory" rules on the sales of imported wine. Canada is Australia's fourth-biggest wine
market. Officials in Canberra say rules in Canada unfairly discriminate against overseas wine. An official
protest has been lodged with the World Trade Organization (WTO) against regulations in the Canadian
province of British Columbia, where wine produced locally can be sold in grocery stores but imports
must be sold in a "store within a store" with a separate cash register.
Canberra's objection also targets policies in other provinces, including Ontario, Quebec and Nova Scotia,
as well as federal practices in Canada, which could breach a WTO agreement. They mean higher prices
for foreign wines, as well as other barriers to sale, according to the Australian complaint. Australia‘s
complaint to the WTO is similar to one made by the United States, which has accused Canada of placing
unfair limits on the sale of imported wine.
Under WTO rules, Canada has 60 days to settle the dispute with Australia. After that, Canberra could
ask the WTO to adjudicate, which could result in Canada being forced to change its laws or risk trade
sanctions.

Farmers and exporters rejoice at news of successful trade deal
NZFarmer.co.nz ǀ January 24
New Zealand beef farmers are celebrating the revised trans-Pacific trade deal and the promise of better
prices for exports to Japan. It will also offer more security to the 80,000 people who work on farms and in
processing companies.
Since 2015 Australian farmers have had a competitive advantage over their Kiwi counterparts, with a
tariff of 27.2 per cent on their exports compared to an initial 38.50 per cent, rising to 50 per cent for New
Zealand from last August. The deal would also open up markets in Mexico, Peru and Canada and puts
New Zealand on a level playing field with other major red meat exporters in the Asia Pacific region.
More than 90 per cent of New Zealand's sheep meat and 80 per cent of the beef production is exported.
The TPP is now officially known as the "Comprehensive and Progressive Trans-Pacific Partnership",
(CPTPP) after the US pulled out of the agreement in January last year. Participating countries make up
about 13.5 per cent of world GDP.

West Asia
Israeli exports set to top $100 billion for first time, surge of trade with Europe
European Jewish Press ǀ January 04
Israel‘s exports topped $100 billion for the first time on the back of surging trade with Europe, the
Economy Ministry said. Total exports were up around 5 percent in dollar terms, the ministry said. While
final figures for the year had yet to be accumulated, the ministry said it expected exports of goods and
services, not including diamonds and the sale of start-up companies, to reach $92 billion, an increase of
6% on 2016.After two successive years of decline, exports to the European Union increased by 20% to $16
billion to account for some 35% of all Israeli goods exports. The ministry said that increase had been
driven by the improved economic climate in the European bloc. Exports to India saw a double digit
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drop, but exports to China remained stable and South Korea, Japan and Singapore all increased
purchases from Israel.

Isolated Qatar signs trade agreements with Oman
Middle East Eye ǀ January 28
Qatar signed a memorandum of understanding with Oman on the development of bilateral investment
and trade on Sunday, almost eight months into a crisis between the emirate and its Arab neighbours. The
Omani news agency ONA said the agreement signed in Muscat covers a wide range of cooperation
sectors, including the production and export of food products from the sultanate to Qatar. Qatar will
invest in the development of infrastructure and urban projects within coastal regions, especially fishing
ports as they are important for food industries and food security, according to the Peninsula, a Qatari
website.

Brazil's trade relations with the Arab World grow in 2017
Hotelier Middle East ǀ January 31
Brazil‘s trade relations with the Middle East scaled new heights in 2017, recording a year-on-year growth
of 18.43% in exports from US$11.5 billion in 2016 to 13.6 billion in 2017 and 23.37% in imports from $5.2
billion in 2016 to 6.4 billion in 2017. The figures were released by the Arab-Brazilian Chamber of
Commerce (ABCC).The most exported Brazilian items to Arab countries in 2017 were cane or beet sugar
and chemically pure sucrose in solid form; meat and edible offal of both fresh and frozen poultry; iron
ores and concentrates including roasted iron pyrites; maize; meat of bovine animals; artificial corundum,
aluminum oxide and aluminum hydroxide; and motor cars and other motor vehicles principally
designed for passenger transport.
The most imported items to Brazil from the Arab countries, on the other hand, include mineral fuels,
mineral oils, bituminous substances and mineral waxes; fertilisers; plastic; salt and sulphur; earth and
stone; plastering materials, lime and cement; organic chemicals; and fish, crustaceans and mollusks.

Central Asia & Eurasia
Kazakh foreign ministry beefs up economic presence in Asia, FM tells
parliament
The Astana Times ǀ January 03

Kazakh Foreign Minister Kairat Abdrakhmanov recently briefed participants at a government hour at
Kazakhstan‘s Mazhilis (lower house of Parliament) on the country‘s foreign policy in Asia, saying the
foreign ministry has strengthened its economic component in the region in strengthening the ministry‘s
economic component in Asia, he said that investment advisors have been placed in China, South Korea,
Japan, India, Iran and several other countries and that institutes of customs attachés have been created
with the employees of the State Revenue Committee of Kazakhstan‘s Finance Ministry in Turkey, China
and South Korea. Abdrakhmanov also briefed parliament members on Kazakhstan‘s relations with
Japan and South Korea, noting the joint statement on strategic partnership signed during President
Nazarbayev‘s 2016 trip to Tokyo, as well as the Joint Declaration on Further Deepening of Strategic
Partnership and 18 agreements worth $640 million signed during Nazarbayev‘s visit to the Republic of
Korea in 2016.He also stressed that Mongolia plays an important role in Kazakhstan‘s foreign policy due
to the Kazakh diaspora living there.

7

Regional Trade & Beyond ǀ #2 (2), February 2018

Trade turnover grows between central Asian countries
Kazakh TV ǀ January 05

Central Asian countries will increase economic cooperation this year, particularly trade turnover.
According to experts, this process will be largely facilitated by the new Kazakhstani and the EAEU
customs codes. Fewer operations for declaring goods on the borders of the Eurasian continent, switching
to electronic format and other innovations will reduce the costs and save time in foreign trade
transactions. As a result, experts emphasize, the optimization of customs processes will give a new
impetus to international trade. It is obvious that Kazakhstan is making every effort to facilitate
international trade in the Central Asian region, because the republic is a key transit link. Significant
transit potential provides Kazakhstan with a powerful instrument for supporting international traffic
flows. Kazakhstan seeks to uncover opportunities for increasing trade between the Central Asian
republics and European countries. Kazakhstan‘s new customs code is a concrete step in this direction,
experts say.

Russia, Argentina agree to develop comprehensive strategic partnership
Xinhua Net ǀ January 24

Russian President Vladimir Putin and visiting Argentine President Mauricio Macri agreed on Tuesday to
strengthen bilateral cooperation in a wide range of fields including trade, economic, investment, high
technologies and humanitarian, a joint statement said. According to the Russian president, the joint
statement includes a number of important agreements on expanding cooperation in such key areas as
economic and foreign policy, as well as military-technical, cultural-humanitarian cooperation and others.
The two leaders confirmed their intention of building up cooperation in the fields of energy, railway
infrastructure, mining, agro-industry industry, medical technology, outer space and so on. The two
leaders also emphasized their intention to continue work aimed at the earliest conclusion of a
memorandum on cooperation on trade and economic issues between the Eurasian Economic
Commission and the governments of the states participating in the South American Common Market in
order to expand trade and investment.

India, Eurasian Economic Union to hold talks on trade pact
The Economic Times ǀ January29

The government has worked out the details of a possible free trade agreement with the five nations
Eurasian Economic Union (EaEU), which is expected to give a big boost to the country's Eurasia policy.
The EaEU includes Russia, Belarus, Kazakhstan, Armenia and Kyrgyzstan. A joint feasibility study for
the agreement, officially known as a Comprehensive Economic Partnership Agreement, has suggested
that it cover trade in goods, services and investment to overcome three major obstacles in expanding
economic ties with the union- lack of a formal trade and economic partnership, inadequate trade
architecture and connectivity bottlenecks.

BTK railway to increase transit potential of countries of region
Azer News ǀ January 30

The Baku-Tbilisi-Kars (BTK) railway will serve to increase the transit potential of the countries of the
region. The statement came from Javid Gurbanov, Chairman of ―Azerbaijan Railways‖ CJSC during his
meeting with the delegation led by Director General for Mobility and Transport of the European
Commission, Henrik Hololei.He told about the Trans-Caspian International Transport Route (TITR), the
transport corridors ―North-South‖, ―South-West‖ and, in particular, about the Baku-Tbilisi-Kars railway,
which was commissioned in October last year. Interest in the project was particularly expressed by the
Central Asian countries, including Turkmenistan, Kazakhstan, Afghanistan, as well as Pakistan, China
and India. Through this railroad running through Azerbaijan, Georgia and Turkey, and further through
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the railway tunnel under the Bosphorus (with the subsequent combination of Trans-European and
Trans-Asian rail networks), cargo and passengers are able to move smoothly from Asia to Europe and
vice versa. This, in turn, will serve to increase the transit potential of the countries of the region. The
main purpose of the project is to improve economic relations between the three countries and gain
foreign direct investment by connecting Europe and Asia.

Europe
Brexit: UK could join Pacific free trade zone, says Liam Fox
BBC ǀ January 03
International Trade Secretary Liam Fox has not ruled out the UK joining a multi-nation Pacific free trade
zone after Brexit. Ministers have held informal talks on joining the Trans-Pacific Partnership, according
to the Financial Times.
Britain would be the first member of the trade agreement to not border the Pacific Ocean or the South
China Sea in the run-up to Brexit on 29 March 2019, he said his priority was to ensure that the UK
continued to derive the full benefits from existing EU trade agreements - and then to work on
developing bilateral trade agreements with key partners such as Australia, New Zealand and the US.
The treaty is currently being renegotiated under the new title of Comprehensive and Progressive
Agreement for Trans-Pacific Partnership, which will require the ratification of its remaining signatories.
Speaking during his two-day visit to China, Mr. Fox said the UK and China had not "specifically
discussed" a future free trade agreement after Brexit but had talked about improving bilateral trade and
investment.

Farming subsidies to stay for five years after Brexit
BBC ǀ January 04
UK farmers are to receive the same level of subsidies they receive from the EU for five years after Brexit,
the government is to promise. Environment Secretary Michael Gove will tell farmers the current system
of payments based on the land they own will continue until March 2024.The subsidies - now £3bn a year
- will then be replaced by a system to encourage environmental improvements.
Meanwhile, a report warns Brexit trade deals could threaten UK food security. Detailing how the
European Union's Common Agricultural Policy (CAP) will be replaced after Brexit, Mr. Gove will say
taxpayers' money should be used to boost public access to the countryside, and be spent on
infrastructure and supporting rural communities. The AAPG report says post-Brexit trade deals could
pose the biggest peacetime threat to the UK's food security.
According to the group, the import of cheaper foods that are produced to lower safety and welfare
standards could place UK farmers at a disadvantage. It comes amid concerns that a post-Brexit deal with
the US could include chlorine-washed chicken and hormone-fed beef. The use of certain growth
hormones in cattle-rearing is legal in the US but in 1988 the EU banned the use of several major growth
promotion hormones, which it said, posed a potential risk to human health.

India makes push for U.K. immigration reform
The Hindu ǀ January 12
Seek ease of getting visas for students, business travelers
Commerce and Industry Minister Suresh Prabhu and Minister of State for Home Affairs Kiren Rijiju,
both on visits to the U.K., have pressed the need for Britain to review immigration policies relating to
India, including on student visas and the extension of a visa system introduced for Chinese visitors to
the U.K. The meetings came as India and Britain agreed to the terms of a memorandum of
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understanding on the swift return of Indian illegal immigrants from the U.K. — an issue that has been
repeatedly raised by the British government and cited as an obstacle to immigration reform on the
British side. Among the key asks raised by the Ministers is for the introduction of a two-year visa system
for business travelers, as well as students and the treatment of women on spousal visas. Another issue
raised was the need for visa-free travel for Indian diplomats in the U.K. Britain remained the only major
European country not to bring in this policy.
Trade opportunities
During the course of his visit, Mr. Prabhu held a number of discussions, including taking part in the 12th
India-U.K. Joint Economic and Trade Committee (JETCO) meeting in which the recommendations of the
Joint Working Group on trade were discussed. The two countries have begun informal talks on the scope
of potential trade opportunities through this working group. Mr. Prabhu welcomed the progress that
had been made in this area, highlighting Britain‘s more than doubling of the export finance support to
U.K. companies trading with India, and also extending it to Indian buyers of goods and services. He also
highlighted progress made on cooperation on advanced manufacturing, SMEs, and energy. He said
India would be working with Britain on cooperation around new technical innovation when it came to
the use of wind, tidal and solar energy, as well as the potential for British firms in this area to set up
manufacturing facilities in industrial corridors in India.

Macron urges cooperation on climate, Silk Road project on China visit
France 24 ǀ January 09
French President Emmanuel Macron urged Europe Monday to take part in China's Silk Road revival
plan, despite some European misgivings about the massive project, as he began a state visit.
Macron also called on Europe and China to team up on curbing climate change, in the face of US plans to
withdraw from the Paris accord. Macron began his three-day visit in Xian as a gesture to Chinese
President Xi Jinping‘s huge New Silk Road project, an initiative to connect Asia and Europe by road, rail
and sea.
The $1 trillion infrastructure programme is billed as a modern revival of the ancient Silk Road that once
carried fabrics, spices and a wealth of other goods in both directions. The project has elicited both
interest and anxiety, with some in Europe seeing it as Chinese expansionism.
While France had been cautious about the plan, Macron heartily endorsed the initiative. But Macron
warned that it should be carried out "within the framework of a balanced partnership" -- a reference to
concerns about China's trade surpluses. France has a 30-billion-euro ($36 billion) trade deficit with
China. Macron's first official visit to Asia marks a new stage for his diplomacy, which has so far been
concentrated on Europe and Africa.

The EU and Mexico make progress in bridging remaining gaps in latest trade
talks
European Commission ǀ January 15
Talks have resulted in very good progress. A number of areas have already been finalised, including
competition, small and medium companies, transparency, sanitary issues, good regulatory practices, and
trade and sustainable development. Further work on a number of issues is still required, related both to
market access and rules, including geographical indications and investment protection. The EU and
Mexico both remain strongly committed and with the aim to conclude the talks as soon as possible.
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State aid: Commission approves Polish investment aid to SMEs in the
shipbuilding sector; opens investigation into Polish tax incentive for shipyards
European Commission ǀ January 15
The European Commission has approved under EU State aid rules Polish support to SMEs in the
shipbuilding sector. This measure will encourage new investment and benefit regional development in
Poland. Separately, the Commission opened an in-depth investigation into a Polish tax scheme for
shipyards. It has concerns that the scheme would give some shipyards a selective advantage over
competitors.
The Polish regional investment aid scheme aims to support small and medium-sized enterprises (SMEs)
in the shipbuilding sector in the Polish Pomorskie and Zachodniopomorskie regions. The aid will take
the form of grants, interest-rate subsidies and guarantees. The overall budget is around PLN 77 million
(around €18 million). The Commission found that the aid will encourage new investment to modernise a
sector that has traditionally been very important for the local economy. The Commission also found that
the aid was limited to the minimum necessary. It therefore concluded that the positive effects of the
project on regional development clearly outweigh any distortion of competition brought about by the
State aid.

European ban on palm oil in biofuels upsets Jakarta, KL
The Straits Times ǀ January 24
Indonesia and Malaysia, which together produce nearly 90 per cent of the world's palm oil, are reeling
from a decision by the European Parliament last week to ban the use of the commodity in motor fuels
from 2021 to prevent deforestation and meet Europe's more ambitious climate goals.
Political leaders in both South-east Asian countries have warned that the move may lead to a trade
conflict as it looks like a protective trade barrier. Members of the European Parliament last Wednesday
voted to amend a draft law on renewable energy that calls for reducing to zero "the contribution from
biofuels and bioliquids produced from palm oil" in three years.
But there is concern that, in order to quickly expand palm plantations in Indonesia and Malaysia, land
owners use illegal slash-and-burn methods to clear land. At the annual bilateral meeting of Indonesian
and Malaysian leaders last November, Malaysian Prime Minister Najib Razak and Indonesian President
Joko Widodo asked why Europe was going to single out palm oil, when the production of other
vegetable oils "contribute to deforestation" too. The other major vegetable oils are soya bean oil,
sunflower oil and rapeseed oil.

Europe closes in on fresh trade deal as Trump puts up barriers
Fin24 ǀ January 28
Europe is approaching the next stop in its global market-opening drive aimed at countering US
President Donald Trump‘s protectionist tilt. Top officials from the European Union will meet with the
MERCOSUR group of Argentina, Brazil, Paraguay and Uruguay on January 30 in Brussels to gauge the
prospects for a free-trade deal that would follow groundbreaking commercial pacts with Japan and
Canada. In addition to building on existing European free-trade pacts with partners that also include
Singapore, Vietnam and South Korea, a deal with MERCOSUR would give the EU political momentum
as it gears up for talks with Australia and New Zealand. With EU-MERCOSUR trade worth almost 85
billion Euros ($105 billion) in 2016, a market-opening agreement would be among Europe‘s biggest. The
meeting on Tuesday will be at ministerial level, giving both sides a chance to make political concessions
that would embolden the negotiators.
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Africa
Algeria bans imports of cell phones, furniture, food to curb trade deficit
Middle East Monitor ǀ January 09
Algeria has banned the import of 900 products including cell phones, household appliances and
vegetables in a bid to cut spending following a drop in earnings from oil and gas, a trade ministry
document showed today.
The temporary ban, which took effect on Sunday, is the most drastic action undertaken yet by the North
African OPEC oil producer to curb a ballooning deficit caused by the fall in crude oil prices since mid2014.Algeria relies on oil and gas for 60 per cent of the state budget but earnings from the sector have
halved since oil prices collapsed hitting the state-dominated economy hard. The import ban – following
a 30 per cent rise in taxes and customs duties already imposed on some of these products from 1 January
– risked upsetting Algeria‘s younger generation, many of whom struggle to find jobs in an economy
where unemployment stands at 12 per cent. With the new ban, the government hopes to bring down the
import bill to $30 billion this year from a projected $45 billion for all of 2017 and $46.7 billion the
previous year.

Uganda‟s manufactured goods exports increase
Daily Monitor | January 24
A decade ago, Uganda‘s manufactured exports to the region were insignificant. Records now indicate a
100 per cent increase. If these trend experts continue upwards, the country‘s import bill will reduce
drastically and more jobs will be created. The products mainly demanded from Uganda are construction
materials such as Cement, iron sheets and bars. These mainly go to Western Kenya, South Sudan,
Burundi and Rwanda, DR Congo plus some countries in the COMESA region.
Export trends
Latest export statistics from the Bank of Uganda as of November 2017 show that the country recorded
exported goods and services (both formal and informal) worth Shs11.5 trillion, up from Shs9.8 trillion
registered the previous year. This indicated a Shs1.7 trillion increase but this performance is dwarfed by
the huge import bill which around the same time had reached Shs20.8 trillion.
Value addition
Uganda‘s exports composition is mainly of agricultural products majority of which are exported in their
raw or with little value addition. The country‘s leading export commodity-coffee which earned the
Uganda $545 million (Shs1.9 trillion) last year is exported in its raw form, denying the country from
earning a premium price at the international supermarket shelves. Experts urge exporters to add value to
all their products along the value chain.

COMESA‟s online market will reduce cross-border trade barriers - officials
The New Times| January 24
Common Market for Eastern and Southern Africa (COMESA) has stepped up efforts to promote crossborder trade by embracing e-commerce to be able to ―minimize physical barriers‖ to trade across the
region. Dr Francis Mangeni, the COMESA director of trade and customs, said that trade facilitation is a
key priority for Africa, and a ―digital free trade area (FTA) is a practical way of increasing intra-regional
trade and creating wealth‖. It is also a unique opportunity to further realize the potential of free trade
through ICT, as well as contribute to greater regional integration.

How DFTA will work
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The COMESA digital free trade area (DFTA) will be divided into three segments - e-trade, e-logistics and
e-legislation. These are all designed to promote e-commerce by providing an online platform for the
COMESA region traders to do business online. The digital platform will enable duty-free and quota-free
treatment, making it an online market for COMESA region.

DFTA action plan
Lanka Dorby, the COMESA director for information and technology, said the approved DFTA action
plan will include a well-established COMESA online market, among others. Dorby explained that it is
the responsibility of the member states to decide the best approach of implementing the COMESA online
market. He added that the e-market could be managed through a public-private partnership or through
a government initiative.

Ghana, EU create joint committee for EPA
Ghana Web ǀ January 25
The Trade Ministry, together with representatives of the European Union (EU) under the interim
Economic Partnership Agreement (IEPA), have launched the EPA joint committee to enhance trade
partnerships. The twenty-member committee will be required to among others adopt rules of procedure
to ensure a ready market for goods, while implementing rules and regulations to enhance export
between the two parties.
Deputy Trade and Industry Minister, Robert Ahomka Lindsey charged the committee to work diligently
on recommendations for the way forward. He added that ―The EU also because it is representing the
people of the European Union wants access to our market. So we have to come to an agreement on what
those rules are and how it is, what bases they are going to get access because that is what a relationship
in a bilateral agreement comes through so this committee will look at the detail and come out with
specifics that will govern how we will make this work‖.

African leaders agree to sign free continental trade treaty in March
The East African |January 29
AfroChampions Club, a group of major African private businesses call on all African countries to sign
and speed the implementation of the Continental Free Trade Area (CFTA) as African leaders agreed to
sign the legal framework in March 2018. CFTA is set to be signed by all the 55 member states of the
African Union on March 21, 2018 in Kigali, Rwanda, according to African Union.

Investment share
Report shows that African businesses investment share in the continent is only 12% members of
AfroChampions Club includes the co-president and founding member Mr. Aliko Dangote who, couldn't
be able to attend the meeting because of the reasons beyond his control, according to Mr. Mufuruki who,
indicated the need for African countries to produce more tradable goods and services that can be traded
between and among different African countries.

Easing the crossing of borders
The harder task for us is not so much of easing the crossing of borders or speaking the same languages or
being friendly to one another. The harder task is increasing our productivity; building industries and
expanding our farming capabilities and building our human resource. Reflecting on the topic, United
Nations Conference on Trade and Development UNCTAD Secretary General Mukhisa Kituyi on his part
stated that the largest market for Africa is in Africa."Nigerians do not need to buy Kenyan tea from
London," he said, applauding the decision made to sign CFTA in the coming March.
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Botswana signs the COMESA-EAC-SADC Tripartite Free Trade Area
Southern African Development Authority | January 30
Botswana has signed the Tripartite Free Trade Area (TFTA) Agreement which consists of 26 countries of
the three Regional Economic Communities of Common Market for Eastern and Southern Africa
(COMESA), East African Commission (EAC), and the Southern African Development Community
(SADC). The TFTA Agreement was signed by Botswana‘s Minister of Investment, Trade and Industry,
Hon. Vincent Seretse on 30th January 2018, at a ceremony in Gaborone, Botswana, which was witnessed
by the Secretary General of COMESA, Mr. Sindiso Ngwenya, the Deputy Executive Secretary for
Regional Integration at the SADC Secretariat, Dr. Thembinkosi Mhlongo, and Senior Government
Officials and Chief Executives from Business Botswana.
The TFTA aims to boost intra-African trade through the creation of a wider market, increased investment
flows, enhanced competitiveness and development of cross-regional infrastructure. The TFTA also
serves as a building block for the completion of the Continental Free Trade Area. ―The Tripartite FTA
agreement has the potential to boost trade in Africa and accelerate development by creating a huge
single market of about 700 million people with an estimated gross domestic product of well over US$1.4
trillion‖ Dr. Mhlongo said.

Trade and security to dominate Macron visit to Tunisia
Aljazeera ǀ January 30
Emmanuel Macron will be in Tunisia this week where the French president is expected to address
parliament, attend an economic summit, and hold discussions on trade and security cooperation
between the two countries. Macron's visit on Wednesday and Thursday marks his first official trip to the
country since he became France's president in May 2017.
Hundreds of thousands of Tunisians live, study and work in France, and tens of thousands of French
citizens, many of whom are dual French-Tunisian nationals, also live in the North African nation. France
was the second-largest investor in Tunisia in 2016 behind the United Arab Emirates, and invested about
$1.7bn into the country, the French foreign ministry said. France has also traditionally been Tunisia's
largest trading partner within the European Union.
During his two-day visit, Macron is expected to speak in front of the Tunisian parliament and meet his
counterpart, Beji Caid Essebsi. The Tunisian economy has been in the spotlight this month after antiausterity protests broke out in cities across the country. The visit also comes after the EU removed
Tunisia from a blacklist of countries it designated as tax havens.

African Leaders call for “Partnership not Support” at Africa Business and
Investment Forum
U.N. Economic Commission for Africa| January 31
The message was loud and clear: Africa requires partnership, not support. African Heads of State
insisted they are interested in working with both public and private enterprises, to ensure the business
environment is favourable and attractive to the international business community. The U.N. Economic
Commission for Africa (ECA) in partnership with Corporate Council on Africa (CCA), hosted Heads of
State from five African countries, at the inaugural Africa Business and Investment Forum, held on
January 30, 2018 in Addis Ababa, Ethiopia.
Vera Songwe, Executive Secretary of the U.N. Economic Commission on Africa, said: ―Today‘s Africa
Business and Investment Forum demonstrated a real commitment by our African leaders that they are
focused on paving the way for private investors in the U.S. and the rest of the international community,
to invest in Africa.‖ President Paul Kagame of Rwanda commended the ECA and its partners for, "This
effort to draw business leaders into this conversation about public-private sector investment in Africa".
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Latin America
ECLAC Highlights Importance and Opportunity in Strengthening Ties between
China and Latin America and the Caribbean
U.N. ECLAC| January 22
The Economic Commission for Latin America and the Caribbean (ECLAC) reaffirmed its permanent
commitment to strengthen the ties between the region and China in all its dimensions, during the Second
Ministerial Meeting of the Community of Latin America and Caribbean States (CELAC) and China in
Santiago, Chile. During the meeting, in which representatives from 31 countries of the region and China
participated, Alicia Bárcena, ECLAC‘s Executive Secretary, underscored the strong commitment by the
Asian country to seeking economic growth centered on shared prosperity, the combating of poverty and
inequality, the protection of the environment and the principles held in the 2030 Agenda for Sustainable
Development. ―According to our estimates, trade between the region and China multiplied 22 times
between 2000 and 2013, and in 2017 reached USD 266 billion. This means progress of 53% toward the
goal with seven years to reach it,‖ emphasized Bárcena.
ECLAC‘s Executive Secretary underscored that China has become a leader of the digital economy and in
innovation, with investments surpassing 2% of GNP in research and development, especially in applied
research, which has allowed it to move rapidly toward production and export of highly knowledgeintensive goods and services. The purpose of the China-CELAC Forum is to promote the development of
the Comprehensive Cooperative Partnership between China and Latin America and the Caribbean,
characterized by equality, mutual benefit and shared development. It is composed of China and the 33
CELAC member states.

'Brazil is back in business,' President Temer tells World Economic Forum
USA Today| January 25
Brazilian President Michel Temer urged the industry giants at the World Economic Forum to invest in
his country despite its falling credit rating, by promising tax reform, efficient bureaucracy and fiscal
responsibility. ―Brazil is back in business,‖ Temer said Wednesday. ―Do invest in Brazil and you shall
not regret it.‖
Brazil‘s fiscal crisis began in 2015 and the country has suffered from a high unemployment rate and a
deep budget deficit. Two weeks ago, the ratings agency S&P downgraded Brazil‘s credit rating from BB
to BB-. Latin America's largest nation has been roiled in recent years by a corruption scandal that has
taken down top politicians and business executives. Temer said he would push forward on his fiscal
overhaul plan, including major changes to the country‘s underfunded social security system, even as his
party faces a tough election battle. Brazil's presidential election is in October. ―Yes, we shall complete
our agenda,‖ he said. ―The potential for a setback is virtually non-existent. We will battle day and night
to pass social security reform.‖ Temer said Brazil has its inflation under control, and state-run
enterprises are now turning a profit. ―Brazil has come out of the crisis in a stronger position,‖ he said.

North America
US looking at free trade agreement with India
The Hindu Business Line ǀ January 11
The US government is planning a comprehensive Free Trade Agreement (FTA) with India in an effort to
boost two-way trade that currently stands at $115 billion. ―I want to see a US-India FTA … a strategic
view of our economic relationship could eventually lead to a roadmap for a US-India Free Trade
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Agreement,‖ US Ambassador to India Kenneth I Juster said here on Thursday. Juster said although
bilateral trade has reached $115 billion in 2016 from $20 billion in 2001, there is still plenty of room to
expand the flow of goods and services in both directions and, in the process, for trade to become more
reciprocal.

Reforms welcomed
―We welcome steps by India to continue its reform agenda, expand market access, and further enhance
the protection of intellectual property. And we want to work with India to expeditiously resolve trade
and investment disputes,‖ he said.

H-1B issue
On the issue of H-1B visas, Juster said while the US continues to attract the largest number of immigrants
into the country, it plans to address some of the ―fundamental issues‖ into the various categories of their
visa regime. He also clarified that the US does not intend to block H-1B or its extension in the near
future.

„Make in India‟
―In line with India‘s desire to produce more of its equipment in its own country, I want to emphasise
that the United States is more than just another supplier. Major US defence companies are already in
India producing components for complex defence systems,‖ he said. He also added that in order to boost
defence cooperation in India, both sides should also enhance military exchanges even as he pushed for
greater defence deals under the Defence Technology and Trade Initiative (DTTI).

U.S. Tariffs, Aimed at China and South Korea, to Hit Targets Worldwide
The New York Times ǀ January 23
When the Trump administration unveiled tariffs on imports of solar panels and washing machines —
industries dominated by Chinese and South Korean businesses — they deliberately applied them to
products from around the world. The move on Monday, in the eyes of United States trade officials,
reflected the complexities of modern global trade. Though, companies from just two countries account
for the majority of both sectors, those firms have set up factories in multiple locations across national
borders.
As a result, the tariffs will affect factories and workers in a variety of countries, reflecting the globalized
supply chains and byzantine corporate ownership structures that are at the heart of many ubiquitous
products.

G 20
Macri drives G20 agenda in Davos
G 20 Argentina 2018|January 24
Argentine President Mauricio Macri held an intense agenda of meetings in the Swiss town of Davos,
home of the World Economic Forum Annual Meeting, to drive the G20 agenda with world political and
business leaders. Macri received German Chancellor Angela Merkel at Casa Argentina, the Argentine
delegation‘s headquarters in the Alpine town for the duration of the forum. During the meeting, they
reviewed the agenda of the next G20 Leaders‘ Summit, which will take place in Buenos Aires in
November.
The leaders discussed the G20 agenda priorities for 2018 including the future of work, infrastructure,
and a sustainable food future. The President stated that the meeting went well: ―We spoke of the
importance of focusing on education. We also spoke of infrastructure, how necessary it is for
development, and how we can narrow the gap between developed and emerging countries through
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private sector involvement.‖ They also referred to the Women 20 engagement group, which focuses on
fair and sustainable development for women, giving continuity to the working agenda proposed under
the German G20 presidency in 2017.

BRICS
BRICS 2018: South Africa sets the pace
Deutsche Welle |January 2
Big plans, little in the way of results. That is more or less the assessment many observers are making of
BRICS, the exclusive club consisting of the emerging economies Brazil, Russia, India, China and South
Africa. They wanted to create a joint rating agency to counteract supposedly unfair treatment by
agencies in the United States. The BRICS countries also wanted to lay their own underwater cable system
to protect themselves against possible spying activity by the US and Europe. And a joint development
bank was supposed to make the emerging economies more independent of the International Monetary
Fund (IMF) and the World Bank.
So has the concept of BRICS become outdated? Not at all, says Jakkie Cilliers, the head of the African
Futures and Innovation Program at the Institute for Security Studies (ISS) in South Africa. He believes
that, as an association of emerging economies, BRICS will play an active role in the future as well.
Current economic figures show that there's really no getting around the BRICS countries. In 2017, their
joint contribution to the world economy was 23.6 percent, and according to IMF predictions this is set to
rise to 26.8 percent by 2022. The BRICS countries' share of the world's population is even higher: 41
percent in 2015.
What these figures conceal, however, is that there is a great imbalance between the BRICS countries
themselves. China, the heavyweight, currently contributes almost two thirds of the group's economic
performance — and that figure is growing. Every six months the Chinese economy grows by an amount
equivalent to the whole of South Africa's economic output. For South Africa, BRICS is very important,
we are something like 3 percent of the total BRICS economy, but we are considered by the partners to be
the leader, a leader in Africa."

Inter-regional Developments
Blockchain first: US-China trade deal first of its kind using bitcoin technology
Express.co.uk ǀ January22
THE global financial world has moved a step closer to understanding what best to do with the muchhyped block chain technology underlying bitcoin after a massive agriculture deal between the United
States and China was completed. Louis Dreyfus Co and Shandong Bohi Industry, a Chinese agricultural
processor, along with the financing groups ING, Société Générale and ABN Amrotrialled a blockchainbased digital platform for the sale of 60,000 tonnes of US soyabeans to China in December, as reported
by the FT.
A blockchain expert told Express.co.uk that the deal is yet another tick in the box for the robustness of
blockchain technology. Commodities traders want blockchain technology to speed up their processes
and lead to massive savings and, in turn, better profits.
Massive agricultural deals between nation states often contain national trade tariffs and environmental
trade stipulations and despite their size and complexity, fax is still one of the only ways departments can
send the necessary paperwork back and forth. The blockchain technology, originally used to process
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bitcoin deals, makes these complex deals more transparent by recording each bitcoin transaction on a
public ledger - the blockchain.
Each blockchain has three parts; it‘s identifying address, the history of who has bought and sold it,
known as the ledger, and the private key header log - a sophisticated digital signature is captured to
confirm every transaction for that particular bitcoin file.

Australia joins 10 countries to revive Pacific trade pact without US
SBS News ǀ January 24
Eleven Pacific countries are set to sign the Trans-Pacific Partnership trade pact in March, with Australia's
Trade Minister Steve Ciobo promising a 'brilliant deal' for Australian exporters. Australia has agreed to
sign a revived version of the controversial Trans-Pacific Partnership with 10 other countries, meaning the
massive trade deal is likely to go ahead despite the United States' withdrawal.
The 11 remaining countries are expected to sign a tweaked agreement on March 8 in Chile, Trade
Minister Steve Ciobo has confirmed. The agreement is designed to promote free trade between the
Pacific nations involved by lowering tariffs and encouraging cheaper movement of labour.
Australian exporters will benefit from new free trade agreements with Canada and Mexico, and greater
market access to Japan, Chile, Singapore, Malaysia, Vietnam and Brunei. There's also a better deal for
Australian cheese and beef exports into Japan and new quotas for rice and wheat. Australian sugar will
also have better access to Japan, Canada and Mexico's markets. Canada agrees to sign on, after changes.
Canada's trade minister said the agreement was secured by an improved arrangement with Japan on
cars, along with a suspension of certain intellectual property provisions that had been a concern.

Argentina and Brazil push for a MERCOSUR agreement with the EU
Global Risk Insights| January 30
2017 promised to be a decisive year for the trade agreement between MERCOSUR and the European
Union given Brazil and Argentina‘s strong efforts to finalize the deal. However, due to disagreements in
the agricultural sector, the deal is now expected to occur in 2018. A potential agreement can strongly
influence economic recovery for Argentina and Brazil, boost investment in the region, and ultimately
liberalize trade and investment, services, and access to public procurement.

Argentina and Brazil
After 10 years of populist leaders and reduced trade within MERCOSUR, pro market presidents took
office in Argentina in 2015 and Brazil in 2016. Domestic political changes combined with economic
recession in Argentina and Brazil triggered a more liberal trade policy, as both presidents made trade
liberalization a priority. Temer and Macri see a potential deal with the EU as a way to consolidate the
new economic agenda and openness of their countries – especially during a time of rise in protectionism
in the US and UK. For Temer and Macri, a deal would be an important victory in international politics as
they face internal dissatisfaction.
A MERCOSUR -EU trade agreement would create a market of over 750 million people. This deal would
mean that Argentina and Brazil would open their products to a whole different set of consumers as they
intensely look for new markets. A main portion of the deal is public procurement, in which governments
in MERCOSUR countries can hire companies from the EU to provide goods and services or construction
– infrastructure that can make Argentina and Brazil more competitive. EU investments in Brazil and
Argentina are particularly important, as they bring confidence to other potential investors. On the other
hand, the EU is particularly interested in public contracts with Brazil that alone are worth U$170 billion.
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Perspectives
Do globalization and world trade fuel inequality?
Inequality has become a major political preoccupation in the advanced economies – and for good reason.
In the US, according to the recently released World Inequality Report 2018, the share of national income
claimed by the top 1% of the population rose from 11% in 1980 to 20% in 2014, compared to just 13% for
the entire bottom half of the population. Qualitatively similar, though less pronounced, trends
characterise other major countries such as France, Germany, and the UK.
To explain the rise in inequality that began in the 1980s and has accelerated since the turn of the century,
many have pointed out that indicators of globalisation, such as the trade-to-GDP ratio, have also risen
since 1980. But does that correlation imply a causal link between trade and inequality? There are
certainly reasons to doubt it. The global trade-to-GDP ratio peaked in 2008 at 61%, after a 35-year climb,
falling back to 56% by 2016 – at precisely the time when fear of globalisation reached political fever pitch.
What if we look at the world as a whole, rather than individual countries? As Columbia‘s Xavier Sala-iMartin pointed out in 2002 and 2006, even as inequality has risen in nearly every country, inequality
across countries has decreased, owing largely to the success of developing countries such as China and
India in raising their per capita incomes since the 1980s.Multiple factors, including urbanisation, high
savings rates, and improved access to education, undoubtedly underlie these countries‘ impressive
performance. But, if one uses geography to isolate exogenous determinants of trade, it becomes apparent
that trade has been among the most powerful drivers of Asia‘s economic success, and thus the
convergence between the developed and developing worlds.
For someone such as the US president, Donald Trump, this would indicate that Asia‘s success has come
at America‘s expense. This view of trade as a zero-sum game was a feature of the mercantilist theory that
reigned three centuries ago, before Adam Smith and David Ricardo made the case that trade would
normally benefit both partners, by enabling each to take advantage of their comparative advantages. But
the Smith-Ricardo theory has a key limitation: it does not distinguish among a country‘s citizens, and
therefore cannot address the question of income distribution within a country. Given this, the
Heckscher-Ohlin-Stolper-Samuelson model may be more useful, as it distinguishes between workers and
owners of physical, financial, or human (skills) capital.
The theory, which dominated international economic thinking from the 1950s through 1970s, predicted
that international trade would benefit the abundant factor of production (in rich countries, the owners of
capital) and hurt the scarce factor of production (in rich countries, unskilled labour). Workers could
command higher wages if they did not have to compete against abundant labour in poorer countries.
Then came the post-1980 revolutions in trade theory. Paul Krugman and Elhanan Helpman introduced
the previously neglected elements of imperfect competition and increasing returns to scale. Later, in
2003, Marc Melitz showed how trade could shift resources from low-productivity to high-productivity
firms.
Yet not all of the Heckscher-Ohlin-Stolper-Samuelson theory‘s predictions have come true. As Pinelopi
Goldberg and Nina Pavcnik reported in 2007, the expectation that trade would reduce inequality in the
countries with the most unskilled workers, because their services are in greater demand in an integrated
world market, has not been borne out. They write: ―There is overwhelming evidence that less-skilled
workers in developing countries are generally not better off, at least not relative to workers with higher
skill or education levels.‖ In the same year, Branko Milanović and Lyn Squire also found that tariff
reduction is associated with higher inequality in poor countries.
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Ten years later, inequality continues to worsen within developing countries, including the so-called
BRICS emerging economies. In Brazil, the top 1% accounts for 25% of national income. In Russia, the
income share of the top 1% of the population increased from 4% in 1980 to 20% in 2015. Likewise, in
India, that figure rose from 6% in 1982 to 22% in 2013. In China, it surged from 6% in 1978 to 14% in
2015. And, in South Africa, it rose from 9% in 1987 to 19% in 2012. A look at the top 10% of earners
shows similar trends.
This does not mean that the forces described by the Heckscher-Ohlin-Stolper-Samuelson theory are
irrelevant. But there is clearly more to current inequality trends than trade. Technological progress –
which has raised demand for skilled workers relative to unskilled workers, at a time when the supply of
skilled graduates lags – seems to be a major factor everywhere. The growing tendency of many
professions to produce winner-take-all outcomes may play a role as well. A lack of redistribution
through taxes in a country such as the US (compared with major countries in Europe) does not help
matters.
Inequality is clearly a serious problem that merits political attention. But focusing on trade is not the way
to resolve it.
- Jeffrey Frankel (a professor at Harvard University’s Kennedy School of Government), The Guardian,
January 2, 2018

Global Value Chains : An Integrated Approach

Source: ITI - The Global Voice of the Tech Sector, October 3, 2016

Global Value Chains- the networks of
business activities that companies build
around the world in order to develop,
design, produce, market, and deliver their
goods and services. These massive,
integrated networks allow companies to
work smarter and reach customers faster
than ever before. Global value chains are
indispensable to the modern global
economy. Powered by the movement of
information and goods across borders,
these complexes, sprawling networks of
economic activity are helping more
companies and small businesses provide
innovative goods and services to people
around the globe.
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Thematic Analysis
Factor-Intensity Reversal and Technology-Intensity Reversal
in
India‘s Exports
Ram Upendra Das
Deepali Kanwar
Ankita Garg
Based on the factor endowments of countries, the Neo-classical trade theory states that…
Countries export products that use their abundant and cheap factors of production, and import products
that use the countries‘ scarce resources. Under certain assumptions, relative endowments of the factors
of production determine a country‘s comparative advantage. Countries have comparative advantages in
those goods for which the required factors of production are relatively abundant locally. For instance,
according to the Neo-classical trade theory (Heckscher-Ohlin Model), developed countries, being capital
abundant as compared to developing countries, are expected to export more of capital-intensive goods
and vice-versa.

Yet, in 1953, Leontief’s Paradox came up as a finding based on U.S. exports’ structure…
Economist Wassily Leontief in 1953 conducted the first test of the Heckscher-Ohlin Model (H-O Model).
He correctly assumed that in 1947, the U.S. was the most capital abundant country compared to rest of
the world. Thus, from the H-O Model, Leontief expected that the United States would export capitalintensive goods and import labour-intensive goods. His finding, however, was just the opposite: the
capital-labour ratio for U.S. imports was higher than the capital-labour ratio found for U.S. Exports.
Some of the possible explanations to Leontief‘s Paradox are- First, technologies, labour and capital are
not the same across countries. Secondly, it can also be the case, that goods that are capital-intensive in
U.S. may be labour-intensive elsewhere, making measurement hard.
Thirdly, there are many more factors of production that were not considered in his analysis. Leontief
ignored land abundance in U.S. and did not distinguish between skilled and unskilled labour. In this
context, economists have tried to explain the observed increase in inequality in less-developed
economies by modifying the H-O Model to allow for the inclusion of two types of labour- skilled and
unskilled.

As far as India is concerned, it is still an unskilled / low skilled labour abundant country
relative to other countries...
India is a very large labour-abundant economy with a rapidly growing workforce and its manufacturing
sector might be the primary driver of its economic growth. As per the World Bank (2017) 1, more than 12
million people between 15 and 29 years of age are expected to enter India‘s labour force every year for
the next two decades. By 2022, approximately another 109 million skilled workers will be needed in the
24 key sectors of the Indian economy. At present, only 2.3 percent of India‘s workforce has received
some formal training. Also, in 2017, India has been placed at a low rank of 103 out of a total of 130
countries in World Economic Forum‘s Global Human Capital Index2. This index takes into account the
knowledge and skills people possess that enables them to create value in the global economic system.
1World

Bank, (2017), it can be accessed at http://www.worldbank.org/en/news/feature/2017/06/23/skilling-india

2http://www.livemint.com/Politics/0wuVyRlK9dV9hEKMZpNjYM/Global-Human-Capital-Index-India-ranks-103-lowest-

among-BR.html
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Therefore, this primarily shows that India is not only a labour abundant country, but is essentially an
unskilled labour abundant country.

However, India’s export basket is characterised by a Factor Intensity Reversal 3
Over the years it has become evident that India‘s export basket has seen a reversal in terms of the nature
of commodities exported, as presented in the previous issue [CRT Regional Trade & Beyond #1(2)]
where a ‗Reversal in India‘s Trade Composition: Analyzing Stages of Processing‘, was undertaken. Thus,
there has been a shift in the nature of commodities exported. But has there also been a reversal in terms
of their factor intensity?
In order to understand the factor intensity of the commodities exported by India, the classification given
by Jeroen Hinloopen and Charles van Marrewijk (2017)4 has been used. They classify the commodities
into five broad groups namely: Product group A: Primary products; Product group B: Natural-Resource
Intensive products; Product group C: Unskilled-Labour Intensive products; Product group D:
Technology Intensive products; and Product group E: Human-Capital Intensive products.
As indicated in Figure 1, in 1980, 65.54 per cent of India‘s export basket was that of commodities that are
basically primary products and unskilled labour intensive products. Here, the relative combined share of
both technology and human capital-intensive products (both physical and human capital) was a mere
20.17 per cent. Thus, in manner, in 1980, India‘s exports were clearly indicative of the applicability of the
H-O model regarding the nature of trade patterns, with India exporting commodities utilising its
abundant factor, i.e. labour.
Over the years, the export basket has witnessed a shift in terms of the factor intensities of the
commodities exported. In 2016, 43.3 per cent of its exports were more technology and human capital
intensive (both physical and human capital), indicating a consistent rise in their share in India‘s export
basket. Consequently, the combined share of primary products and unskilled labour-intensive products
has witnessed a consistent decline to 41.37 per cent (2016).

Percentage share in India's Exports

Figure 1: India’s exports classified on Factor Intensity
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3

Note: As a precursor to this, in a separate study, a sectoral analysis of Factor Intensity Reversal has been undertaken for the Textiles and
Clothing sector (Das, Ram Upendra and Ankita Garg, ‗Is Textiles and Clothing Sector Witnessing Factor Intensity Reversal?‘, forthcoming.
4 Hinloopen-Marrewijk, ETA center; factor intensity, http://www2.econ.uu.nl/users/marrewijk/eta/intensity.htm
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In addition to Factor Intensity Reversal, India’s Exports also witness a Technology Intensity
Reversal…
Bringing another perspective to India‘s factor intensity of exports, a more technology based classification
has been used as given by Sanjaya Lall (2000)5, where the commodities are classified on basis of their
technology into categories namely: A. Commodities; B. Manufactures - Natural resource-based
manufactures, Low-technology manufactures, Medium-technology manufactures, High-technology
manufactures; and C. Other Transactions (Figure 2)6.
Figure 2 presents forth the technological categorisation of India‘s exports for the time period 1980-2016.
Here, in 1980, around 84.41 per cent of India‘s exports composed of non-technological and low
technology manufactures (combined share), indicating yet again that India‘s exports were not utilising
advanced technology in their production. But, as the economy progressed over the years and the impact
from the liberalisation reforms of 1990 started enforcing themselves in the economy, there has been a
shift or reversal in the technological intensity of the commodities. This is evident from the fact that there
has been a steady increase in the share of medium and high technology intensive manufacturers from
13.09 per cent (1980) to 30.01 per cent (2016). Thus, there is a Technology Intensity Reversal from lowtech category to medium- and high- tech categories of exports!

Figure 2: India's Exports classified on Technology Intensity

Source: Based on UN COMTRADE database and Sanjaya Lall classification

Note: For the purpose of this analysis, the category of ‘Commodities and Natural resource-based manufactures’ has been
combined into ‘Non-technological Manufactures’. This has been been done as the composition of natural resource based
manufactures and natural resource intensive products in classification as per Hinloopen- Marrewijk (Figure 1), are distinct
from each other and no correlation should be drawn between the two categories of the respective classifications.

Sanjaya Lall, (2000) ‗The technological structure and performance of developing country manufactured exports, 1985-98‘,
Oxford development studies, 28(3), 337-69
5

6

The classifications used to arrive at Figure 1 and Figure 2, are distinct and no correlation should be drawn between the categories of the
respective classifications.
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CRT Insights
Is Trade Protectionism Really on the Rise?
- Ram Upendra Das
The last few issues of Regional Trade and Beyond tried to compile trade and economic cooperation related
developments in different regions of the world. A close reading of the news throws up somewhat
paradoxical stylized facts that characterize the global economy, when viewed from the angle of
bilateral/ regional trade and economic cooperation initiatives.
First, while the popular narrative is that there is considerable rise in ‗economic nationalism‘ most often
than not reflected in anti-trade and anti-FTA sentiments as well as protectionism, the developments
across regions suggest that this is only a partial truth. In most of the regions of the world, there are new
initiatives that are being implemented, negotiated and contemplated upon in the areas of trade and
related domains. This is happening because countries do understand that trade can be an engine of
growth and economic cooperation is crucial for countries to bridge demand-supply gaps and to alleviate
size of the market constraints.
Secondly, the scope of trade and economic cooperation is getting expanded and deepened, engulfing not
just trade in goods but also trade in services, investment, technology, skills, e-commerce, intellectual
property rights, competition policy and so on. This has important underpinnings of the ‗new economics‘
of Global Value Chains (GVCs) and Regional Value Chains (RVCs). Suffice it to say that unless these
dimensions are taken up in a cooperative framework ‗simultaneously‘ inter-country inter-dependence
cannot fetch the fullest gains from trade and economic cooperation and any agreement would operate at
a sub-optimal and low-level equilibrium. This is because these flows are interlinked, for instance, just an
agreement in trade in goods may not provide a sufficient condition to harness the full potential of intercountry cooperation and thus hinder any attempts to be a part of any RVCs and /or GVCs.
Thirdly, countries are increasingly focusing on Non-Tariff Measures (NTMs) for improving standards of
products. Driven by the health and food safety concerns there is a conscious attempt to focus on
upgrading the quality of products. Countries that would lag behind on this front in terms of adhering to
these would make these measures as Non-Tariff Barriers (NTBs) by default. Beyond this in any case
NTMs would be used as NTBs as a future trade war instrument among nations. In other words,
initiatives by countries in different regions, is an aspect that has to be kept on radar on a continuous
basis. In any case, these are imperatives for domestic consumers as much as from the point of view of
trade and inter-country supply chains.
Fourthly, countries are focusing on broader economic ecosystems including hard and soft infrastructural
connectivity. This entails cooperation in mega-projects in the fields of inter-continental rail and road
projects; cyber infrastructure; energy generation and grids; R&D; financial architecture, among others.
Thus, contrary to the popular narrative, regional and global economic dynamics are also being shaped
by important trade and economic cooperation initiatives that need not be overlooked.
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cooperation News from different regions of the world; provides some noted
expert's Perspectives; presents Thematic Analysis and CRT Insights, briefly.
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