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India has not gained

substantially from the
GATT agreement and

there are elements
that go g
our interest§ *But in
the absence of any
alternative — save
bilateral negotiations
— it was the best that
India could have hoped
for, says Uttam Gupta

HE GATT treaty has been

described in  political

circles here as tantamount
to infringement on our sover-
eignty. There are other important
and far-reaching dimensions of
the new rules of international
trade that also need to be ad-
dressed but the gquestion of econ-
omic sovereignty is paramount.

When some talk of compromis-
ing economic sovereignty, the im-
plicit reference is to the alleged
surrender of our freedom on
questions relating to farm subsid-
ies, - public distribution system
and food security.

The commerce minister has
said that “public procurement,
stock holding and sale and sub-
sidies to the rural and urban
poor would be exempt from all
commitments”. In other words,
the poor will continue to be
protected. Already the govern-
ment has decided to exclude the
rich from PDS while aiming for
a better targeting of PDS.

The agreement on reduction of
farm subsidies is irrelevant to
countries where the subsidies are
less than 10 per cent of the value
of agricultural production. In In-
dia, during 1991-92, the subsidy
on food and fertilisers put together
was only five per cent.

Even after adding other subsid-
ies, such as on irrigation, credit

and seeds etc., our aggregate
farm subsides would be well below
the 10 per cent level. Consequent-
ly, there is no threat from GATT
on this score.

On the contrary, as a conse
quence of substantial reduction
in subsidy support by developed
countries to their farmers, it
should be possible for us the
pelnetr?ltﬂ their markets.

n the area pf:: n of
seeds and plant varieties, E‘Lr:'agker
issues are whether the farmers'
interest in use of protected plant
varieties and the rights of plant
breeders and researchers wﬂl be
adequately safeguarded.

On balance, it can pe safely
argued that the risk to|the food
security goal is not all that great.
But, that is subject to the authen-
ticity of the safeguards indicated
by the government.

With regard to agricultural ex-
ports, the agreement has opened
up fremendous possibilities, In
the field of market access,
deve]uped cnuntri Bg

Altlmugh herween themselves,
the US and the EEC have agreed
to cut tariff by 50 per cent, this
does not dilute the competitive
edge of the developing countries
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The farmer's right to retain
seeds for use in the next crop or
procure them through the
traditional exchange route has
been safeguarded.

This is particularly welcome
given the fact that 97 per cent of
seed requirement in the country
is met in this manner. The sale
of seeds from the National Seeds
Corporation is just about 0.6
million tonnes.

In view of this, even the pro-
posed prohibition on commercial
purchase of seeds by the farmers
may not have very far reaching
implications so long as in the
contemplated amendment to the
Patenis Act we safeguard the
farmer's right to procure and use
seeds in the conventional manner.

On plant breeders’' rights and
rights of researchers, the legisla-
tion will have to be carefully
drafted as the predominant focus
of research activities in India is
on cross breeding imported
seeds/plant varieties with indigen-
ous varieties,

Given the predominant position
of MNCs in processing/improvis-
ation of naturally occurring genes,
the threat to continuation of our
research activities is real.

in the
world

in several key areas where they
are distinctly better placed.

In the field of textiles, drugs
and pharmaceuticals and financial
services, however, there are some
genuine concerns. Our real prob-
lem is that despite the reduction
of the time-frame for dismantling
the MFA, 49 per cent of the
qguotas will remain in place at
the the end of the 10-vear period.

Further, the apreement does
not provide for a faster elimination
of quota restrictions under MFA
in the initial stages. Worse, during
this period, we have agreed to
lower import duty from 85 per
cent to 40 per cent on 17 textile
items.

This highly inequitable arrange-
ment will mean increased imports
without a commensurate increase

in exports,
In the field of drugs and
pharmaceuticals, much will de-

pend on the veracity of the claim
that 80 per cent of the drugs
manufactured and used in the
country are outside the purview
of the patents regime and, conse-
quently, their prices will remain
unaffected.

The risk of a steep increase in
prices of the remaining 20 per

cent is indeed great. Although,
according to the government this
can be minimised by taking re-
course to the provision of com-
pulsory licensing or invokKing do-
mestic controls, there are con-
flicting reports that under the
GATT agreement, even when the
patent’ is not being worked, the
route of compulsory licensing is
no longer available,

~«With- respect “to ' financial ker-

vices, reports from the commerce
ministry seem to indicate that no
access has been granted to foreign
companies to enter core services
sector of retail banking, life and
general insurance and basic tele-
communications. .

Here again, the wvery acli of
incorporating financial services
within the GATT rules, as also
the one-upmanship of the USA in
denying access to its lucrative
markets — to which the GATT
agreement seems to have no ob-
jection. — has some dangerous
signals for developing countries,
including India.

We may not have gained sub-
stantially from the GATT deal.
In fact, there are clear-cut losses
in certain respects. But, the Kkey
question is, if we do not become
a party to it, what is the alterna-
tive?

Clearly, if we do not want to
remain isolated, the only option
is to negotiate with the US, EEC
and other countries bilaterally.
We have ample evidence to show
that this approach is dangerous.
Already, in the proposed textile
agreement with USA, we are not
able to secure the desired growth
in exports.

In the words of Mr Pranab
Mukherjee, a multilateral trading
system with provision of Most
Favoured ' Nation (MFN) ruled-
based trade and transparency is
distinctly better,

In fact, in the event of unilateral
trade action, we have the option
of falling back on the multilateral
dispute settlement system.

The GATT trade deals is a fait
accompli, essentially leaving no
choice with any country as far
as the basic package is concerned.
We have to plan ahead in a
manner that would best serve
our national interest in different
areas of economic activity.



