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editors’ note

Bridging the
technology divide

TECHNOLOGY is key to structural transformation and sustained eco-
nomic growth. It is also critical for improving human wellbeing in terms
of health outcomes. The yawning gap between technology development
in the North and the South is one factor that explains the differences in
living standards of the two worlds.

There is heterogeneity among Southern countries too. Fast develop-
ing economies such as China and select Southeast Asian countries are
way up on the technology ladder, while countries in South Asia lag be-
hind significantly in acquisition, generation, adaptation and application
of technology. Even within South Asia, there are significant differences
in technological capabilities and outcomes across countries, with India
and Sri Lanka generally ahead of the rest, albeit outperformed by other
developing countries. The structural handicaps faced by the four least-
developed countries (LDCs) of the region—Afghanistan, Bangladesh,
Bhutan and Nepal—are to a significant extent determined by their poor
technological capacity. This holds equally true for the Maldives, which
graduated from LDC status in 2011. Relatively low technology develop-
ment also constrains India’s and Sri Lanka’s ability to move out of the
middle-income trap.

A host of factors, internal and external, are driving the technologi-
cal divide. Limited involvement of the private sector in research and
development; silo mentality of technology promoting institutions;
policy-implementation gap; human resource constraints; and budgetary
constraints are the major internal factors. Low technology transfer is the
major external factor.

At the multilateral level, there is a need to include technology issues
in the post-2015 global development framework—which is relevant for
developing and least-developed countries alike—and set milestones and
targets for an effective enforcement of Article 66.2 of the Agreement on
Trade-Related Aspects of Intellectual Property Rights of the World Trade
Organization to enable technology transfer from developed countries to
LDCs. It is unfortunate that developed countries have honoured Article
66.2 largely in the breach than in the observance. While placing technol-
ogy in the global development framework, the issue of technology justice
must also be addressed, as we have seen technological innovations ignor-
ing the poor and the non-neutrality of technology.

The technological differences among South Asian countries indicate
scope for intra-regional technology transfer in areas ranging from mod-
ern technology to indigenous farming technology. South-South technol-
ogy transfer has the advantage of low cost of transfer coupled with fast
diffusion and adaptation. The South Asian Association for Regional Co-
operation (SAARC) as an institution lacks an active programme to pro-
mote technology in areas such as development of agriculture, manufac-
turing and services. Filling this gap is essential to facilitate intra-regional
technology transfer. Furthermore, a collaborative regional approach
needs to be adopted to draw technology from developing countries out-
side the region. A potential in this regard that remains to be harnessed
is technology transfer from China, which is far ahead of all South Asian
countries in almost every department of technology and, importantly, is
also an observer to SAARC. In similar vein, SAARC must come up with
initiatives to benefit, among other things, technologically from the pres-
ence of key developed countries as observers to the regional body. ®
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report

Asia-Pacific frade challenged by
weak demand and high trade costs

“EXPORT opportunities will
continue to depend largely on the
growth of intra-regional demand
and the ability of developing
countries in the region to deal with
various external shocks”, is a key
message of the Asia-Pacific Trade and
Investment Report 2012, produced by
the United Nations Economic and
Social Commission for Asia and the
Pacific.

According to the Report, the
Asia-Pacific region’s trade growth
is threatened by continued weak-
ening of demand with limited
progress in reducing trade costs
and barriers for low-income,
landlocked and least-developed
countries. Amid rising uncertain-
ties within and outside the region,
export growth and import growth
are expected to slow down. Export
growth in real terms in the develop-
ing Asia-Pacific region is expected
to drop from 6.5 percent in 2011 to
2 percent in 2012, while the growth
of imports is expected to contract
from 9 percent to 3 percent dur-
ing the same period. Pressure in
the euro zone and the rising threat
from a slowdown in emerging
economies have raised the fear of a
re-emergence of trade and invest-
ment contraction. How economies
in the region will react to this weak-
ening of external demand for their
exports will determine the speed
and quality of growth in the region.

In 2011, the Asia-Pacific region
remained the largest source of its
merchandise imports: almost 14
percent of imports by the region’s
economies was sourced from
China, 27 percent from developing
Asia-Pacific economies and 13 per-
cent from developed Asia-Pacific
economies. The European Union
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(EU) and the United States jointly sup-
plied less than one fourth of imports
while the remaining one fourth of im-
ports came from the rest of the world.
The region accounted for over one
fourth of global commercial services
exports. Its share was the largest in
exports of transportation services—
almost 29 percent. It captured close
to 28 percent of export of travel
services and one fourth of exports of
other commercial services. The region
exported over half of global construc-
tion services and hosted eight of the
world’s 10 largest exporters of travel
services in 2011.

ASIA-PACIFIC
TRADE AND INVESTMENT REPORT

2012

Recent Trends
and Developments

The region as a whole, including
developed economies, attracted 33
percent of global foreign direct invest-
ment (FDI) inflows in 2011, a consider-
able increase from its 18 percent share
in 2005. Developing economies of the
region are emerging as key sources of
FDI in the region. The role of least-
developed countries (LDCs) remains
marginal with less than 1 percent of

inflows going to these countries. Pro-
moting investment flows in order to
facilitate the entry of local companies
into global and regional value chains
is critical for sustained high growth of
LDCs.

The average time required to com-
plete trade procedures in the region
still stands at three times the average
of the Organisation for Economic Co-
operation and Development. The cost
of conducting intra-regional trade in
goods remains particularly high, with
intra-regional trade costs among Cen-
tral Asian countries up to five times
higher than those prevailing among
EU countries.

Tariffs have accounted for 14
percent of total protectionist mea-
sures implemented since 2010 in the
region. Measured by the number of
discriminatory measures per US$1
million worth of exports, the exports
of a group of Asia-Pacific LDCs were
targeted 7.5 times more heavily than
Asian BRICS countries.

Amid tepid trade growth, Asia-Pa-
cific countries continued to expand the
network of preferential trade agree-
ments (PTAs) and are now implement-
ing almost 150 PTAs of different types
and scopes. Frequently, partners come
from outside the region, and there are
only 19 agreements between coun-
tries sharing continental borders. The
Report highlights the need to con-
solidate the content of liberalization
and regulation under these multiple
agreements in order to promote
region-wide trade and investment in-
tegration. Two competing initiatives—
Regional Comprehensive Economic
Partnership and Trans-Pacific Partner-
ship—are explored as possible efforts
to deal with the noodle-bowl phenom-
enon (Based on Asia-Pacific Trade and
Investment Report 2012). m



in the news

Farmers invest the highest in agriculture

INVESTING in agriculture is one

of the most effective strategies for
reducing poverty and hunger and
promoting sustainability. This is the
central message of The State of Food and
Agriculture 2012, an annual report of
the Food and Agriculture Organiza-
tion of the United Nations (FAO). In
2010-2012, almost 870 million people
in the world were chronically under-
nourished. The vast majority live in
developing countries, where about
850 million people, or slightly fewer
than 15 percent of the population, are
estimated to be undernourished.

The regions where agricultural
capital per worker and public agri-
cultural spending per worker have
stagnated or fallen during the past
three decades are also the epicentres
of poverty and hunger in the world

today. South Asia is one such region.
Farmers are by far the largest source
of investment in agriculture. In spite
of recent attention to foreign direct in-
vestment and official development as-
sistance, and in spite of weak enabling
environments faced by many farmers,
on-farm investment by farmers dwarfs
these sources of investment and also
significantly exceeds investments by
governments. On-farm investment in
agricultural capital stock is more than
three times as large as other sources of
investment combined.

Therefore, farmers must be central
to any strategy for increasing invest-
ment in the sector, but they will not
invest adequately unless the public
sector fosters an appropriate climate
for agricultural investment. A favour-
able investment climate is indispens-

A “low ambifion” outcome

THE 18th Conference of the Par-
ties (COP) to the United Nations
Framework Convention on Climate
Change (UNFCCC) concluded in
Doha on 8 December with “low
ambition” both in emissions cuts by
developed countries and funding
for developing countries.

The most important result in
Doha was the formal adoption of
the Kyoto Protocol’s second com-
mitment period (2013 to 2020) to
follow immediately after the expiry
of the first period on 31 December
2012. However, the elements are
weak. With Russia, Japan and New
Zealand—original Kyoto Protocol
Parties—having decided not to join
in a second commitment period,
and Canada having left the Proto-
col altogether, only the European
Union, Norway, Switzerland, Aus-
tralia, and a few others (totalling 35
developed countries and countries
with economies in transition) are

left to make legally binding com-
mitments in the second period. The
emissions cuts these countries agreed
to commit to are in aggregate only

18 percent by 2020 below the 1990
level, compared to the 25-40 percent
required to restrict global temperature
rise to 2 degrees Celsius.

Another major criticism of the
Doha decisions is the lack of funds to
be provided to developing countries
to take climate actions. The COP16
in Cancun in 2010 had decided that
developed countries would mobilize
climate finance of US$100 billion a
year starting in 2020; and that US$30
billion of fast-track finance would be
given in 2010-2012. But there is a gap
between 2013 and 2020.

Developing countries demanded
that there be US$60 billion by 2015,
but the decision adopted in Doha does
not specify any number as a commit-
ment. It only “encourages” countries
to provide at least as much as they had

able for investment in agriculture, but
it is not sufficient to allow many small-
holders to invest and to ensure that
large-scale investment meets socially
desirable goals.

The report stresses that govern-
ments and donors have a special
responsibility to help smallholders
overcome barriers to savings and
investment. Governments, interna-
tional organizations, civil society and
corporate investors must ensure that
large-scale investments in agriculture
are socially beneficial and environ-
mentally sustainable. Governments
and donors need to channel their
limited public funds towards the
provision of essential public goods
with high economic and social returns
(Based on the FAO report The State of
Food and Agriculture 2012). m

In Doha

offered in the 2010-2012 period. A
positive decision made in Doha was
to prepare for, by the next year’s
Conference, the setting up of an
“international mechanism” to help
developing countries deal with

loss and damage caused by climate
change. Developing countries hope
that this programme will lead to
new funds being channelled to
those countries suffering from
flooding, drought, sea level rise and
other forms of damage linked to
climate change.

The Doha conference also
adopted a work plan for the new
working group on the Durban Plat-
form that was set up in December
2011, but the text did not mention
the principle of equity and common
and differentiated responsibilities
at the insistence of the United States
(Adapted from Martin Khor's article
in TWN Doha News Update No.20,
10.12.12). m
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ASTRAZENECA has been denied
patent protection for its anti-cancer
drug Gefitinib, becoming the latest
multinational pharmaceutical com-
pany to run afoul of India’s patent
law. On 26 November, the Intellectual
Property Appellate Board ruled that
the molecule from the British company

India’s IP Appellate Board
rejects patent plea on

cancer drug

lacked invention. It was the third time
the company was rebuffed over the
anti-lung cancer drug.

Global pharmaceutical companies
have been hit by a string of defeats
in India, where the law amended in
2005 ensures patent protection for new
drug compounds but is loath to recog-
nize new forms of existing medicines.
Multinational pharma companies, on
the other hand, contend that Indian
authorities have taken a narrow defini-
tion of the term “invention”.

By disallowing patents for incre-
mental innovation, India has fostered
a thriving generics industry which
is able to supply affordable drugs to
hundreds of millions of poor around
the world. The most high-profile case

is the one being fought by Novartis

in the Supreme Court over its cancer
drug Glivec, for which it failed to
receive patent protection. In March,
the patent controller issued a com-
pulsory licence allowing Natco—a
generics drug maker—to make Bayer’s
patented liver and kidney cancer drug,
which drastically reduced the price of
the medicine.

India is growing rapidly as a
market for pharmaceutical products.
A report earlier this year by the Con-
federation of Indian Industries and
PricewaterhouseCoopers estimated
that the Indian market for pharma-
ceutical products would grow by 20
percent every year to US$74 billion in
2020 (Economic Times, 29.11.12). m

THE least-developed country
(LDC) members of the World Trade
Organization (WTO) have submit-
ted a “duly motivated” request to
the WTO’s TRIPS Council for an
extension of the transition period
for them to comply with the Agree-
ment on Trade-Related Aspects of
Intellectual Property Rights (TRIPS)
“for as long as the WTO Member
remains a least developed country”.
A proposed draft decision an-
nexed to their request states that:

“Least developed country Members
shall not be required to apply the
provisions of the Agreement, other
than Articles 3, 4 and 5, until they
cease to be a least developed country
Member.” The request was submit-
ted by Haiti, on behalf of the LDCs,

at a meeting of the TRIPS Council on
6-7 November. According to trade of-
ficials, since the request was submitted
under “Other Business”, no discussion
took place on this issue. In introducing
its request, Haiti asked for this issue

LDCs seek indefinite extension
of fransition period under TRIPS

to be put on the agenda of the next
TRIPS Council meeting (scheduled
to take place next March).

The request for the extension
of the transitional period is under
Article 66.1 of the TRIPS Agree-
ment. The exemption had been due
to expire end-December 2005, but
the transition period was extended
by the TRIPS Council until 1 July
2013 (Kanaga Raja, TWN Info Ser-
vice on Intellectual Property Issues
(Nov12/03),12.11.12). m
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South-South dimension

of migration

INTERNATIONAL migration and
associated remittances are playing

an important role in the economies

of many least-developed countries
(LDCs), but most of them lack the
institutional, economic and political
conditions essential for harnessing
remittance and diaspora knowledge
to build productive capacities and
thereby overcome the structural
handicaps that characterize their LDC
status, argues The Least Developed
Countries Report 2012, whose thematic
focus is on international migration and
remittances.

Emigration from LDCs grew rap-
idly in 1990-2010. With 27.5 million
emigrants in 2010, LDCs as a whole
accounted for 13 percent of global emi-
gration stocks, or some 3.3 percent of
the LDC population. Over 2000-2010,
the increase in emigrant stocks was
fastest for African LDCs. The destina-
tion of LDC emigrants varies across
regions, but most go to South Asia, the
Middle East and Africa.

Contrary to the general perception
that LDC migration is a South-North
phenomenon, the pattern of migration
emerging has acquired a South-South
dimension in recent decades. In 2010,

high-income Organisation for Eco-
nomic Co-operation and Development
countries (namely North America and
Europe) accounted for 20 percent of
the LDC emigrant stock, while some
80 percent were in the South. Most
LDC South-South migration tends

to take place between neighbouring
countries, where wage differentials
are in general much smaller than in
South-North migration.

Remittance receipts of LDCs
climbed from US$3.5 billion in 1990
to US$6.3 billion in 2000, subse-
quently accelerating further to nearly
US$27 billion in 2011. Despite some
heterogeneity across countries, the
value of remittances relative to gross
domestic product or export revenues
has historically been much greater in
LDCs than in other regions. Similarly,
for a number of LDCs, remittances
constitute a key source of foreign
financing. Consistent with the fact that
the majority of LDC migrants actually
move to other developing countries,
it is estimated that in 2010, as much as
two thirds of recorded remittances to
LDCs originated in Southern countries
(Based on The Least Developed Countries
Report 2012). m
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Final extension
to export subsidy
programmes

THE Committee on Subsidies and
Countervailing Measures of the
World Trade Organization, on 23
October, approved the final exten-
sion of the transition period—un-
til 2013-end—for export subsidy
programmes of 19 developing
countries. These programmes
consist mainly of free trade zones
and tax incentives.

The beneficiaries of the
transition period are Antigua and
Barbuda, Barbados, Belize, Costa
Rica, Dominica, Dominican Re-
public, El Salvador, Fiji, Grenada,
Guatemala, Jamaica, Jordan,
Mauritius, Panama, Papua New
Guinea, St. Kitts and Nevis, St.
Lucia, Saint Vincent and the
Grenadines, and Uruguay (www.
wto.org, 23.10.12). m

Dispute over
solar subsidies

IN November, China filed a
complaint at the World Trade
Organization over local content
requirements under renewable
energy feed-in-tariff programmes
in certain European Union (EU)
member states.

According to the Chinese
government, electricity produced
by EU-made solar components
benefits from favourable feed-in
tariffs in some countries, which in
turn hurt the interests of Chinese
producers locked out from such
subsidies. China’s consulta-
tions request also claims that the
measures at issue are inconsistent
with the General Agreement on
Tariffs and Trade and the Agree-
ment on Trade-Related Invest-
ment Measures (Bridges Weekly,
Vol. 16, Issue 38, 07.11.12). m
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in the news

South Korea to host Green Climate Fund

SONGDO, Incheon City, in the
Republic of Korea, has been selected
to be the home of the Green Climate
Fund (GCF) by its Board.

The GCF was established at the
16th Conference of the Parties to the
United Nations Framework Conven-
tion on Climate Change in Cancun in
2010 and its governing instrument was
approved in Durban in 2011 at COP17.
The selection of a host country brings
the GCF a step closer to its opera-
tionalization to help disburse climate
funds to support mitigation and adap-
tion efforts of developing countries.

The Board agreed to work with a
listing of 25 indicative priority mat-
ters in the work plan until the end of
2013. The top five of these were: the
business model framework, private
sector facility-related matters, resource
mobilization, results management
framework and the establishment of
the independent secretariat. These
items too are the key agenda items
proposed for discussion at the first
Board Meeting in 2013.

The work plan and priorities of
the Board were hotly debated. Many

developing countries wanted to focus
on the structural and institutional

issues they saw as critical to fully
operationalizing the GCF such as the
arrangements for the establishment of
the independent secretariat, includ-
ing hiring of the Executive Director
and host-country arrangements and
resource mobilization (all items which
were initially set to be discussed in the
later part of 2013), with other members

placing emphasis on the private sec-
tor facility and business model in the
first meeting. Small island developing
states also wanted the issue of readi-
ness and preparatory support to have
priority. In the end, agreement was
reached in principle on the elements of
the Board’s work plan and the indica-
tive priority matters (Marjorie Williams,
TWN Info Service on Climate Change
(Oct12/07),29.10.12). m

Harmonization of seed laws could sound
death knell for African seed systems

AFRICAN governments are being
co-opted into harmonizing seed laws
relating to border control measures,
phytosanitary control, variety release
systems, certification standards and
intellectual property rights, to the det-
riment of African smallholder farmers
and their seed systems, says a report
Harmonization of Africa’s seed laws: A
recipe for disaster—Players, motives and
dynamics.

The effect of these efforts, which
are being pushed through African
regional trading blocs such as the

8 Trade Insight Vol. 8, No.4, 2012

Common Market for East and South-
ern Africa and the Southern African
Development Community include: fa-
cilitating unlawful appropriation and
privatization of African germplasm;
providing extremely strong intellectu-
al property protection for commercial
seed breeders and severely restricting
the rights of farmers to freely use, ex-
change and sell farm-saved seeds; fa-
cilitating the creation of regional seed
markets where the only types of seed
on offer are commercially protected
varieties; and threatening farmer-man-

aged seed systems and markets.

The report shows that harmonized
intellectual property rights over seeds
are all based on the 1991 Act of the
International Union for the Protection
of Plant Varieties (UPOV 1991). UPOV
1991 was developed by industrialized
countries more than 20 years ago to
suit their own interests and is totally
inappropriate for Africa where 80 per-
cent of all seeds are still produced and
disseminated by smallholder farmers
(TWN Info Service on Intellectual Prop-
erty Issues (Nov12/06), 30.11.12). m
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technology and development

IPR and

technology transfer
A development perspective

The complex web of intellectual property, frade and investment rules has hindered the de-
velopment of an international regime on technology transfer on fair and equitable terms.

KM Gopakumar

Fifty years of discourse on technolo-
gy transfer at various international
forums have brought a robust under-
standing on the concept of technology
transfer. It is no more understood in a
narrower sense of the importation of
hardware such as plants and machin-
ery by developing countries. Now it is
understood as not only the purchase
and acquisition of equipment but the
transfer of skills and know-how to use,
operate, maintain as well as under-
stand the technology hardware so that
further independent innovation is
possible by recipient firms.!

Technological development capa-
bilities are achieved in three stages: i)
initiation stage, where technology as
capital goods is imported; ii) inter-
nationalization stage, where local
firms learn through imitation under
a flexible intellectual property right
(IPR) regime; and iii) generation stage,
where local firms and institutions
innovate through their own research
and development (R&D).?

The process of accession and emu-
lation of existing technology is com-
monly described as catching up, which
is important to move up the ladder

to develop inventive capacities. An
enabling policy framework is neces-
sary at both national and international
levels to facilitate the smooth catching-
up process.

IPR framework is considered as
one of the important enabling factors
to facilitate the transfer of technol-
ogy; however, a technology transfer-
friendly intellectual property (IP) law
and policy framework alone cannot
materialize technology transfer. The
nature of IPR framework can facilitate
or hamper technology transfer.

Although developed countries and
transnational corporations (TNCs)
advocate a strong IP regime at the
national and international levels as
a precondition to transfer technol-
ogy, there is ample evidence that a
strong IP regime in fact acts as an
impediment to the transfer of technol-
ogy. A study by the United Nations
Industrial Development Organiza-
tion states, “based on the experience
of the Republic of Korea, it is argued
that strong IPR protection will hinder
rather than facilitate transfer and
indigenous learning activities in the
early stages of industrialization”.

IPR and technology transfer
Exclusive rights that are due to IP
create an asymmetric relationship
between the technology seller and the
technology buyer because IP protec-
tion prevents the use of protected IP
on technology without the permis-
sion of the IP owner. Enhanced IP
protection also impedes the transfer
of technology in many other ways: i)
IP holders simply refuse to license the
technologies to the firms in develop-
ing countries; ii) patent holders may
charge exorbitantly for the protected
technologies; iii) IP holders, while
transferring the technologies, may put
onerous conditions, which may pre-
vent further innovation on the technol-
ogy; and iv) strong IPRs also have
chilling effects on R&D of IP-protected
technologies, especially those related
to reverse engineering. Therefore, it is
important that the IP regime at the na-
tional and international levels should
have safeguards to prevent the abuse
of exclusive rights. There is also a need
to incorporate provisions to facilitate
the transfer of technology.

Historical evidence suggests that
IP regimes in developing countries

Trade Insight Vol. 8, No.4,2012 9
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should facilitate catching up in tech-
nologies. However, TNCs and their
host countries advocate a strong IP re-
gime tilted towards protection of IPRs
with little room for technology trans-
fer. Slowing down of the catching-up
process would delay competition in
technology-intensive manufacturing,
services and agriculture, and thus pro-
tect the market monopoly of TNCs.

Different forms of IPRs affect
technology transfer in different ways.
For example, a copyright protection
regime without adequate flexibilities
(limitations and exceptions) would
impede the free flow of knowledge.
This in turn would affect the quality of
higher education and hence the qual-
ity of human resource.

Brief historical background

on IPR and technology transfer
From the very beginning of the in-
ternational discourse on technology
transfer, patent has been identified as

10 Trade Insight Vol. 8, No.4, 2012

one of the major IPR vehicles affect-
ing it. In the 1970s and 1980s, different
United Nations agencies such as the
United Nations Conference on Trade
and Development and the World
Intellectual Property Organization
(WIPO) carried out studies on patent
and technology transfer, and different
initiatives attempted to address the
issue of abuses of patent monopoly on
transfer of technology. A major issue
of concern for developing countries
was the anticompetitive provisions
in the technology licensing agree-
ments, especially licensing of patented
licence, in the Paris Convention.

The conclusion of the Uruguay
Round of negotiations of the Gen-
eral Agreement on Tariffs and Trade
resulted in the establishment of the
World Trade Organization (WTO),
with the Agreement on Trade-Related
Aspects of Intellectual Property Rights
(TRIPS) as one of its Agreements that
were put in place to govern world

WO0DPIOOGDAINDBXS MMM

trade. The TRIPS Agreement sets mini-
mum standards for different forms of
IPRs; however, the most onerous stan-
dards are related to patent protection.
TRIPS standards on patent include,
among others, expansion of patent
protection to all technology areas, and
expansion of the duration of patent
protection to a minimum of 20 years.
These standards curtail developing
countries’ policy space to regulate
their national patent law to facilitate
technology transfer. Thus the TRIPS
Agreement virtually kicked away the
ladder, which many developed coun-
tries used in their catching-up period.

Current state of play
Of the many TRIPS standards on
patents, the 20-year patent protection
period keeps the patented invention
from the public domain for a long
time and seriously slows down the
catching-up process. In the past, coun-
tries like India provided only seven
years of process patent protection for
pharmaceutical inventions. Further,
inclusion of importation as part of the
exclusive right enhances the monopo-
ly power of the patent holder consid-
erably and virtually takes away almost
all compulsion for the local working of
the patent. Such a provision hampers
technology transfer.

In recent years, IP protection
has also been expanded through
TRIPS-plus standards pushed mainly
through free trade agreements (FTAs).
This has further narrowed down the
policy space for developing countries
to pursue the catching-up process.
Furthermore, the lack of capacity in
many developing countries to check
abuses of patent protection like secur-
ing multiple patent protection on the
same invention, popularly known
as “ever greening of patents”, “pat-
ent thicket”, etc. has created further
barriers to technology development
capabilities of developing countries.

The ongoing negotiation at the
TRIPS Council or Committee on Tech-
nology Transfer under the WTO has
not resulted in any concrete outcomes.
Discussion on technology transfer
within WIPO is taking place within



three committees, namely, Standing
Committee on Patents, Committee on
Development and IP, and Working
Group on Patent Cooperation Treaty.
However, these discussions have not
resulted in any norm setting to take
forward the existing legal commit-
ments on technology transfer. The
Technology Executive Committee
established under the United Nations
Framework Convention on Climate
Change has identified IPR as one of
the issues to be addressed in the com-
ing days.

IP protection is also enhanced
through the Bilateral Investment Trea-
ties (BITS). Disputes related to IP in
relation to investment protection and
remedies thereof are covered by many
BITs. This threatens the use of flex-
ibilities to facilitate technology transfer
such as through the use of safeguards
and compulsory licence. BITs also
contain certain provisions like banning
of performance requirements, which,
historically, like local manufacturing
or local sourcing of products require-
ments, played a crucial role in technol-
ogy transfer.

Way forward
The above discussion clearly shows
that IP protection and its enforcement
are moving towards a maximalist
position during the last 50 years and
have erected a great wall against
technology transfer. The complex
web of IP, trade and investment rules
has vitiated the efforts of developing
countries to develop an international
regime on technology transfer on fair
and equitable terms. According to
Padmashree Sampath and Pedro Roffe
“... the deeper specialization patterns
created by trade opportunities into
primary commodities, weak systems
of innovation and the knowledge
economy have led to a wider tech-
nological gap between countries
than ever before”.® Therefore, it is
important to interrogate the status quo
to make qualitative changes. Some
non-exhaustive ideas in this regard are
listed below.

First, it is important for develop-
ing countries to set up an international

Developing countries
and LDCs should not
accept TRIPS-plus
obligations through
free trade agreements
or other international
legal instruments.

process to take a stocktaking of the
TRIPS Agreement to assess how

far the substantial provisions of the
Agreement contribute to the achieve-
ment of its objectives mentioned in
Article 7, which states, “The protec-
tion and enforcement of intellectual
property rights should contribute

to the promotion of technological
innovation and to the transfer and
dissemination of technology, to the
mutual advantage of producers and
users of technological knowledge and
in a manner conducive to social and
economic welfare, and to a balance of
rights and obligations”.

Second, developing countries
should either abrogate BITs or rene-
gotiate their obligations under BITs,
especially to exclude IP from the scope
of the definition of investment, and
to also regain policy space on perfor-
mance requirements.

Third, developing countries should
negotiate as a collective group and
in a coordinated way on the ongoing
negotiation on technology transfer in
various international forums such as
the WIPO and the WTO.

Fourth, the least-developed
countries (LDCs) should pursue their
request for the extension of transi-
tion under Article 66.1 of the TRIPS
Agreement, which clearly states that
“The Council for TRIPS shall, upon
duly motivated request by a least-
developed country Member, accord
extensions of this period”.

Fifth, developing countries, includ-
ing LDCs, should not accept any more
TRIPS-plus obligations through FTAs
or other international legal instru-
ments. In cases where certain develop-
ing countries have already entered
into FTAs having TRIPS-plus provi-

sions, political pressure needs to be

built to renegotiate such obligations.
Sixth, at the national level, there is

a need to develop an IP strategy with

an objective to facilitate the emulation,

innovation and invention of technolo-
gies by using the flexibilities provided
by the TRIPS Agreement. However,
the use of flexibilities can be made
only for damage control and not re-
gain the policy space that developing
countries had before the TRIPS Agree-
ment was put in place. Towards this
end, the IP strategy should incorporate
the following elements:

B Implementing high threshold level
of IP protection, especially for pat-
ent protection, to avoid patenting
of incremental innovations as well
as the extension of patent mo-
nopoly through “ever greening” or
“patent thicket” strategies.

B Developing and implementing
guidelines for the disclosure of the
invention through the patent speci-
fication in order to emulate the
technology after the expiry of the
patents or through a compulsory
licence or government use.

B Providing policy and institutional
framework to make use of TRIPS
flexibilities such as compulsory
licence or government use to facili-
tate technology transfer.

B Facilitating technology information
contained in the patent application
in order to enable further innova-
tion. m
Dr Gopakumar is legal advisor to the

Third World Network.
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Technology
justice

Technology justice requires understanding
and adapting to the current drivers that
power technological innovation.

Vishaka Hidellage
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espite advances in development

theory, economic growth and
new technologies continue to be key
de facto descriptors of “development”
that inform macro policy and prac-
tice. Consumption growth continues
to be a necessary goal in developing
countries to help ensure even basic liv-
ing standards for all. Macroeconomic
growth policies followed today in
most developing countries, however,
fail to tackle poverty effectively.

What is Technology Justice?
History shows that technology has
been a powerful tool for human de-
velopment, assisting more people to
lead better, happier lives. Exponential
growth in this arena, however, also
exposes a complex picture of severe
unequal distribution of development.
Inequality exists between and within
regions, countries and communities,
where, despite dramatic technological
advances, approximately a third of hu-
manity is still deprived of basic tech-
nologies. Poor understanding of the
focus of and factors affecting technol-
ogy innovation have often resulted in
unexpected /unsatisfactory outcomes
when attempting to use technology in
the fight against poverty.

The last half a decade has seen
governments, through the United
Nations (UN), conclude many multi-
lateral agreements aimed at making
the world safer and healthier, and
ensuring greater opportunity and jus-
tice for all. This comprehensive body
of international law, considered one
of the great achievements of the UN,
indicates global importance given to
the act of being just and/or fair and to
the concept of moral rightness based
on ethics, rationality or equity.

Despite the above intentions,
innovations which underpin develop-
ment do not benefit everyone equally,
more often favouring social groups
already better off. Science and technol-
ogy (5&T) development and applica-
tion happen in high-income locations,
while being weak or non-existent in
low-income areas populated with
poorer communities. People with
greater capabilities, power and social

capital are better able to innovate,
benefit, make profit and learn by inno-
vating. This fosters biases in economic
growth, further reinforcing global,
regional and societal disparities.

Technology (knowledge and tools)
enables people to achieve well-being
by reducing effort and resource use,
and lowering cost. Technical innova-
tion is essential for people to be able to
make more effective use of resources
available to them and to respond to
social, economic and environmental
changes.

Technology Justice (TJ) is a path
to understand this problem and guide
solutions. It is about empowering
the poor in developing countries to
access improved technologies, make
and choose the technologies they wish
to use, in ways that enable them to
respond to changing needs and op-
portunities, and lead the kind of lives
they want. TJ is defined as the right
of people to decide, chose and use
technologies that assist them in lead-
ing the kind of life they value without
compromising the ability of others and
future generations to do the same.

Technology divide

Technology divide? is the gap be-
tween rich and poor communities

in the knowledge, equipment and
tools available, accessible and used
by them. For example, a small farmer
uses hand tools and animal traction
in agriculture giving low return in a
world plentiful of tractors, harvesters
and other modern equipment.

Old is the technology-divide de-
bate, and while it has been recognized
over the ages, no substantial progress
has been made to bridge this divide

Only about 5 percent
of the world’s resourc-
es allocated for health
research are applied
to health problems

in low- and middle-
income counfries.

in its entirety. Today, centuries after
the introduction of the first com-
mercially viable incandescent bulb

by Edison, 1.3 billion people live in
darkness, with no access to electricity,
and 2.7 billion people still cook over
open fires.?

The problem is not dissemina-
tion of existing technologies alone; it
is also about the focus of technology
innovation. Only about 5 percent of
the world’s resources allocated for
health research are applied to health
problems in low- and middle-income
countries, where 93 percent of the
world’s preventable deaths occur.* The
Food and Agriculture Organization
of the United Nations estimates that
the 80 poorest countries of the world
account for just 6 percent of global,
publicly funded agriculture research
and development (R&D), and just 2
percent of privately funded agricul-
ture R&D.

Barriers to pro-poor technology

Technological innovations

ignore the poor

Pro-poor technological innovations are
generally slow and limited. Markets
often do not work for the poor. Global
investment in technology R&D does
not address the global challenges of
today: there are nearly 1 billion mal-
nourished people, 1.3 billion without
electricity and nearly 1 billion still
without access to clean drinking
water. According to Bill Gates, there

is something very wrong with a world
that spends more on developing a cure
for male baldness than it does on find-
ing a vaccine for malaria.®

Limited capacity of

the poor for innovation

The poor “innovate” to make things
slightly easier or better for themselves
by reworking or adding to existing
knowledge. Yet their “innovative
ideas” are developed in isolation and
often get abandoned halfway due to
lack of skills and guidance or afford-
ability issues. No support system
exists for these to grow and become
available to a wider community.
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Lack of technology transfer
Technology for poverty reduction
need not be innovative development
but an adaptation of technologies

that already exist somewhere else.
Examples of such transfer have shown
to make a difference in the lives of

the poor. For example, hand pumps
improve access to water. The poor
often cannot access these options

or essential expensive adjustments
required for adaption by them, neces-
sitating support from an external party
or government.

Technology transfer is a major
development concern in developing
countries, which are net importers of
new technologies. The history of tech-
nologically advanced countries was
more a history of successful technol-
ogy transfer than a history of develop-
ing technologies on their own in the
initial phases of development.® Tech-
nology transfer at present is a complex
exercise with no “one-size-fits-all”
approach, and various approaches,
both direct and indirect, or formal and
informal, are used. Yet the underly-
ing assumption of transfer from the
“developed North”—where the right
answers to the world’s problems orig-
inate—to the “underdeveloped South”
has implications for developing
countries and the poor. There is clear
recognition that unless a process of
transformation occurs, technology will
not be effective. Technology transfer
from laboratories to poor communities
is essential. However, careful differen-
tiation should be made between this
and “technology dumping”, that is,
dumping of older energy-inefficient
and environmentally harmful goods
such as refrigerators and compact flo-
rescent lamps with inferior phosphors.

Political dimensions

of technology innovations

Any new technology introduced into
an unjust society can harm the margin-
alized. For instance, the damage in-
flicted on sea ecology by trawlers has
negatively impacted small fishermen’s
catch and livelihoods. The populations
of fish such as sardine and cod have
significantly diminished in northern
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seas due to this. Regulatory bodies in
the North, although well aware, have
not moved to ban trawling as northern
trawlers have moved to exploit south-
ern seas (e.g., Indian Ocean) legally or
illegally.

Global power groups manipulate
and make poorer countries buy “sci-
ence and technology” on their terms,
convincing (or bribing) national power
groups in poorer countries that these
will address poverty. The introduc-
tion of the carnivorous Nile Perch”
in Africa led to the extinction of local
fish that communities depended on
while the export industry owned and
serviced by “foreigners” profited; and
in Europe, dishes made of Nile Perch
were enjoyed at the cost of increased
poverty in Africa. In India, a new seed
policy proposed in 2004 restricts or
prevents the use of sustainable seed
sharing and management system
practices traditionally employed by
farmers in India, to the benefit of cor-
porate organizations that invested in
improved seed R&D.*

IPR issues

Technology development is a continu-
ous process. Each change, adapta-

tion or innovation builds on existing
knowledge that has been created
through accumulation of previous
changes or knowledge, usually over
generations. Most technology develop-
ment is incremental and not totally
inventive. Everyone, therefore, should
have the right to knowledge creation
and expansion to make their own lives
better. Contrary to this, an expan-

sion of intellectual property regimes
has been seen globally over the last
decade with stricter obligations to
comply with free trade and intellectual

The environmental
impacts of many tech-
nologies used today
predominantly by the
rich have resulted in a
world crisis.

property rules. Exclusive rights, even
if temporary, restrict access to new
technologies by the poor, resulting in
price hikes.

Communications and cooperation
Various groups and types of people
who contribute to innovations, such
as farmers, scientists, policy makers,
extensionists and the private sector,
do not always come together. Many
existing technologies viewed to have
the potential to reduce poverty signifi-
cantly remain out of reach.

Non-neutrality of technology

S&T development is not neutral.
Often, benefits are reaped by the rich
with the poor bearing the costs. Poor
farmers in Kalpitiya (dry zone), Sri
Lanka in the 1990s were introduced to
new technology of intensive contract
farming to produce gherkin for export.
Many ended up being poorer with
debts to pay and degraded lands by
the time the industry decided to move
on.

When S&T attempted to solve a
problem of the masses (e.g., address-
ing hunger), it tended to take the
problem in isolation of the systems
it exists in (nature, ecology, society,
etc.), focusing on isolated benefits and
ignoring holistic costs and benefits to
people and society. Another example
from the fishery sector is light coarse
fishing introduced after the Second
World War to increase fish produc-
tion, through the use of bright illumi-
nation to attract fish. Unfortunately,
it also attracts substantial inedible
marine life important to marine ecol-
ogy and biodiversity. Recognizing its
detrimental effects, it was banned a
couple of decades later, although the
practice continues in South Asia.

Intergenerational justice

The environmental impacts of many
technologies used today predomi-
nantly by the rich have resulted in a
world crisis. Technology innovation
and dissemination is extremely partial
to the wants of rich and powerful
consumers while ignoring the needs of
the poor. It also prioritizes the aspira-



tions of today’s generation over those
of future generations. The addiction of
today’s global rich to fossil fuel-based
technologies leaves a very difficult
legacy of climate change to future
generations, limiting their ability to
live the lives they aspire to.

Delivering TJ

The concept of TJ requires a rethink-
ing of how to encourage and nurture
technological innovation that has
social value and is environmentally
sustainable. The appropriateness of a
technology should be defined in terms
of the situation and characteristics,
including knowledge and capabilities
of the social group benefitting from it,
such as the requirements of the scale,
and the cost and complexity of the
technology.

At the macro level, S&T design for
development should be re-conceptual-
ized in “systems terms”, taking histori-
cal forces into account. This represents
a radical departure from the way most
external support has been organized to
date. Presently, most funding to S&T
is project oriented. Instead of focusing
on isolated examples, an innovation
systems approach emphasizes the net-
worked interactions of multiple actors,
public and private, local and national,
in processes which initiate, import,
modify and diffuse technologies.

Efforts to promote dynamic in-
novation systems need to run hand in
hand with regulation. In developed
countries, consumer concerns are
aired in the open and there is even
public dissent about risks, but these
are not yet evident in the developing
world. Global public reflections on
science, technology and risks should
not just be on the contents of science,
but also on the institutions controlling
it. Regulating introduction and use of
technologies needs to take account of
public understanding of risk and un-
certainty. Protests in India against Bt
brinjal,’ maize and cotton' show the
consequences of the lack of it. Forums
are required for providing space for
discussion on different views of the
risk and uncertainty that can influence
regulatory responses and challenge

Regulating infroduc-
tion and use of tech-
nologies needs to take
account of public
understanding of risk
and uncertainty.

existing trade-related barriers if neces-
sary.

Engaging people, especially the
poor, in national and global debates
around S&T policy is important. These
debates need to “move upstream” to
encompass broader questions about
how S&T agendas are framed, the
social purposes they serve, and who
stands to gain or lose. As such, “public
engagement with science” is much
more than a narrow technical debate
about risk/safety. It could and should
encompass dialogue and debate
about future technology options and
pathways, involving a wide range
of perspectives and inputs, using, if
necessary, techniques like horizon
scanning, technology foresight and
scenario planning.

TJ also requires understanding
and adapting to the current drivers
that power technological innovation.
National S&T policies and related
research funding, tax systems, interna-
tional trade agreements and regula-
tions need to be aligned to add value
and create an environment of collabo-
ration and open source approaches to
R&D. Processes that result in greater
social and environmental benefits
will be preferred over those based on
competition and capture of intellectual
property rights.

New science-based technology
solutions are essential to some major
problems the world faces. These
systems will need to fully harness the
power of existing indigenous knowl-
edge. Knowledge which cannot be
commoditized and undervalued by
the current systems. Access to external
knowledge is important for the poor
in deriving better solutions, to add to
local knowledge or adapt to the local

context, giving them the choice of
deciding whether to adopt or not.

While such people-led processes
are preferred, transfer of science-led
technological innovations backed
up with appropriate infrastructure,
services and skills have also shown to
deliver appropriate solutions for the
poor—for example, the empowering
impact on the lives and housing of ru-
ral women in Bangladesh after mobile
phones were introduced through the
Grameen Bank micro credit pro-
gramme."!

It takes generations to comprehend
the ramifications of a new technology.
Therefore, decisions about whether or
not or how to use a new technology
will necessarily be ambiguous. Society
must be guided by the precautionary
principle. ®

Dr Hidellage is Regional Director,
Practical Action (Sri Lanka, India and Pakistan
Programme).
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South-South
Technology Transfer
Relevance for South Asia

api.ning.com

South-South technology transfer offers the potential to increase productive efficiency

and improve the quality of life of the masses living in South Asia.

Lopamudra Patnaik Saxena

In today’s global economic and
political landscape, the South-South
development paradigm is making new
waves on the world stage. Many de-
veloping countries that constitute the
global South have emerged as centres
of economic and financial power and
technological innovation. The growing
political and economic links among
these countries have given impetus to
South-South cooperation, and technol-
ogy transfer as a crucial component in
this framework is increasingly attract-
ing much attention.!

Ever since the Buenos Aires
Plan of Action for Promoting and
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Implementing Technical Cooperation
among Developing Countries was put
in place in 1978, the significance of
South-South technology transfer has
been recognized, and technical coop-
eration among Southern countries has
been taking place, albeit in a modest
scale. The recent upsurge in interest
in South-South technology transfer

is in light of new efforts at national
and regional levels to address shared
challenges such as that unleashed

by climate change, as well as to cope
with new demands arising from the
transformation of production and
consumption patterns.

Against the backdrop of the phe-
nomenal shift in international coop-
eration on technology transfer along
South-South lines, this article discuss-
es how relevant it is for South Asia.

South Asia and South-South
technology fransfer

South Asia has grown remarkably in
the past few decades. This has created
new realities with important implica-
tions for international relations. A
burgeoning middle class, for example,
spurring consumption-led growth;
increasing South-South trade; and the
emergence of “knowledge economy”,



among others, have profoundly trans-
formed the socio-economic landscape
of the region. However, the region
faces serious challenges from, inter
alia, poverty, food and energy insecu-
rity, agriculture stagnation, climate
change, slow industrial development,
and infrastructure constraints. The ex-
tent and intensity of these challenges
in each of the eight South Asian coun-
tries are as diverse as their individual
socio-economic-geophysical profiles.

There are significant barriers to
intra-regional movement of goods, ser-
vices and people in South Asia, mak-
ing it the least-integrated region in the
world. There are also significant differ-
ences in their technical, institutional
and absorptive capacities. However,
in view of the changes seen in the
structure of multilateral development
cooperation along South-South lines,
and the phenomenal strides made by
Southern countries in technology and
innovation in different sectors, the
relevance of South-South technology
transfer for South Asia needs a closer
scrutiny.

Trade and investment,

and technology transfer

The share of South-South trade in
global trade has increased dramati-
cally, particularly in the past decade.
The number of bilateral, intra-regional
and inter-regional trade agreements
in Asia has grown significantly in the
recent past. For example, in South
Asia, countries are party to the Agree-
ment on South Asian Free Trade Area
and the Bay of Bengal Initiative for
Multi-Sectoral Technical and Eco-
nomic Cooperation, among others. In
the past decade, South-South invest-
ments have also increased as many
developing countries’ firms/compa-
nies are emerging as the world’s major
transnational corporations.?

It is well known that trade and
foreign direct investment affect the
flow of technology and vice versa.
Therefore, increasing trade and in-
vestment among Southern countries
means there are greater opportunities
for South-South technology transfer in
the region.

Agriculture productivity and

water resource management

In South Asia, increasing agriculture
productivity and growth remains a
vital challenge. In the face of increas-
ing demand for food from growing
populations against limited land and
water resources for agriculture expan-
sion, increasing the productivity of
existing farmlands is a key consider-
ation towards achieving food security.
Under South-South cooperation, many
initiatives in the agriculture sector

are under way, which range from
“sharing expertise on how to increase
productivity, to technical assistance in
watershed management, to scientific
research on developing seeds adapted
to the particular conditions of different
regions.”® South Asian countries can
improve their productive capacities
through such cooperation.

For example, the water-saving and
soil-related technologies and aquacul-
ture methods, through which China
brought about its rural transforma-
tion, could be relevant for South Asia.*
Other technologies particularly rel-
evant to agriculture in the South Asian
context relate to irrigation and water
management. A joint programme of
the International Fund for Agricultural
Development and the Food and Agri-
culture Organization of the United Na-
tions involving eight Asian countries,
of which four are from South Asia, is
under way in this direction.’> Another
instance of successful South-South
technology transfer in agriculture has
been the transfer of high-quality rice
seeds from Bangladesh to many coun-
tries in Asia and Africa.®

Climate change and
environmental concerns
Technology transfer plays a critical
role in effectively responding to the
challenges of climate change. How-
ever, the potential of South-South
technology transfer in reducing
greenhouse gas (GHG) emissions, and
mitigating the impacts of and adapt-
ing to climate change, is yet to be fully
explored.”

In South Asia, there is a general
consensus that old technologies need

to be replaced by climate-resilient new
technologies. For example, developing
flood-resistant and drought-resistant
seed varieties and making use of
emerging biotechnologies to develop
new genotypes to cope with climate
change risks has become all the more
important, for which technology
transfer is essential. In South Asia, at
the national levels, the climate change
policies of India, Nepal, Pakistan and
Sri Lanka include components of tech-
nology transfer. At the regional level,
the Thimphu Statement on Climate
Change emphasizes the importance of
promoting low-carbon green technolo-
gy in the region. While these are good
on paper, efforts at implementing
them have to be upscaled to make an
impact. Particularly, in light of the fail-
ure of Article 66.2 of the Agreement on
Trade-related Aspects of Intellectual
Property Rights (TRIPS) of the World
Trade Organization (WTO)?, it has
been observed that technology transfer
in the region has to rely on South-
South regional cooperation.’

Regarding environmental chal-
lenges such as pollution of air and
water resources due to industrial dis-
charge, household waste, inadequate
treatment of sewage, desertification,
land degradation, etc., initiatives of
the United Nations Environment Pro-
gramme (UNEP) to promote South-
South knowledge exchange are under
way.

Industrial development
With increasing globalization, technol-
ogy and knowledge have emerged as
key factors of production. In South
Asia, many industries are small- and
medium-sized enterprises, which use
old technologies and inefficient pro-
duction processes. Therefore, building
domestic technological capabilities
within national systems of innovation
and moving up the global value-add-
ed chains as well as developing new
technological capacities for diversify-
ing into new areas is essential.’’ South-
South technology transfer is useful in
that respect.

Some initiatives in this regard in-
clude the setting up of the Internation-
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al Centre for South-South Cooperation
in science, technology, and innovation
in Malaysia by the United Nations
Education, Scientific and Cultural
Organization; several South-South co-
operation centres set up by the United
Nations Industrial Development
Organization in China, India, Brazil
and other middle-income countries

to facilitate industrial development;
and the launching of a South-South
Exchange Mechanism by UNEP that
connects people to innovations and
best practices in the global South."

Energy security

In South Asia, energy is mainly
sourced from non-renewable resourc-
es, which are limited and also pollut-
ing. Moreover, rapid industrialization
has meant phenomenal increases in
rates of energy consumption. While
demand for energy has soared to
keep up with the needs of economic
growth, access to steady energy sup-
plies remains a bottleneck. At the same
time, since the Kyoto Protocol came
into effect, green energy development
has emerged as an important issue in
international development circles.

Therefore, reducing dependence
on fossil fuels, and exploring renew-
able energy resources such as wind,
solar, hydropower and geothermal
has acquired strategic significance for
meeting energy requirements while
moving into a low-carbon growth
path. The recently held Rio+20 Confer-
ence had a special discussion panel on
technology transfer and energy for the
world’s poor.

Although China and India are the
two biggest emitters, they are also
becoming leaders in the development
and transfer of green energy.'>? Many
South-South initiatives on energy
security supported by development
organizations such as the United
Nations Development Programme
(UNDP) are also under way." Build-
ing expertise in low-carbon, energy-
generating technologies and tapping
the renewable energy potential in
South Asia also requires further coop-
eration and technology transfer among
South Asian countries. A recent
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instance of such cooperation is the
cooperation between Nepal and India
on technologies for converting waste
agricultural biomass (crop residues)
into energy.!

Health security

The importance of transferring
technologies to develop and produce
pharmaceutical goods is recognized
in the Global Strategy and Plan of
Action on Public Health, Innova-

tion and Intellectual Property Rights
of the World Health Organization.
Emerging developing countries have
successfully built domestic capacity
and capabilities in pharmaceutical
technologies through heavy invest-
ments in research and development.
Accordingly, South-South cooperation
to produce and market pharmaceutical
drugs needed in developing countries
has been increasing.

In South Asia, countries have
pledged to promote scientific and
technological linkages among them-
selves. Inter-regionally, India, Brazil
and South Africa have been strength-
ening their partnership in this direc-
tion. However, it has been recognized
that “despite the importance that
Governments attach to South-South
cooperation in science and technol-
ogy, information on what is actually
happening is scarce...”. A recent study
on South-South cooperation on health
biotechnology among developing
countries affirms this."”

Infrastructure development

In South Asia, poor infrastructure
of public utilities (power, telecom-
munications, piped water supply,
sanitation, sewage, etc.), public
works (roads, irrigation and drain-

India’s position in
South Asia remains
unquestionably pivotal
to South-South tech-
nology transfer and
cooperation.

age systems), housing, and transport
(railways, ports, airports) remains a
major constraint to the region’s de-
Velopment. However, in recent years,
some initiatives have been undertaken
to address this challenge. Among the
major South-South initiatives taken on
this front, China and India have been
providing infrastructure financing,
including to other countries of South
Asia, for projects that are identi-

fied through bilateral negotiations

and mutual agreements. Therefore,
South-South technology transfer for
infrastructure development should
build on the South-South cooperation
that already exists in the region on this
front.

Intra-regional dimension of
South-South technology transfer
In the context of various developmen-
tal challenges faced by South Asia,
South-South technology transfer offers
the potential for increasing productive
efficiency and improving the qual-
ity of life of the masses living in the
region. South Asian countries have
taken a regional initiative through the
South Asian Association for Regional
Cooperation in this respect by putting
in place the Plan of Action on Science
and Technology (2008-2013). It has
identified specific areas of cooperation
and priority sectors such as renew-
able energy, solid waste management,
safe drinking water and rain water
harvesting.

The cooperation is being pursued
through the Technical Committee
on Science and Technology whose
mandate includes “strengthening
of scientific and technological co-
operation across the region; sharing
of scientific and technological exper-
tise; joint research and development
and industrial application of higher
technology.”’* However, much more
can be done at different levels between
different stakeholders such as govern-
ments, private sector entities, financial
institutions, non-governmental orga-
nizations and research/educational
institutions.

India’s position in South Asia
remains unquestionably pivotal to



South-South technology transfer and
cooperation because of its relatively
advanced technological and economic
capabilities. India’s successful experi-
ence in technology- and innovation-
intensive sectors such as pharmaceu-
ticals, biotechnology, information
technology and telecommunications
is of considerable relevance and use to
other countries of the region.

Clearly, the geographical and
cultural proximity offers tremendous
scope in terms of acquisition, adop-
tion, assimilation, and adaptation of
technologies developed and operated
in countries within the region. It has
been observed that cultural similarities
“enable better adaptation of tech-
nologies and thus, a more sustained
operation. Subsequently, based on the
experience gained, local capacity to
further expand the delivery of technol-
ogy can be built.”"”

A successful instance of intra-re-
gional South-South technology trans-
fer leading to better natural resource
management and rural development
is seen in the African context, where
such transfer between the North and
the West Africa regions has helped
them successfully combat desertifica-
tion.

Inter-regional dimension of
South-South technology transfer
In the context of the financial and
economic crisis engulfing the North,
and the rapid growth of many coun-
tries in the South (East Asia, West
Asia, South East Asia, Africa, and the
Latin Americas), technology trans-

fer between South Asian countries
and other Southern countries is all

the more relevant. Four clusters of
Southern countries have emerged as
providers of regional and sub-regional
South-South development cooperation
(SSDC). They include not only coun-
tries which are growing, but also that
are diversifying their assistance and
undertaking mutually beneficial inter-
regional activities.' This is viewed as
a unique phenomenon in international
development and it offers opportuni-
ties to South Asia to be a part of the
overall dynamic process of SSDC.

There are opportunities
for South Asia to be a
part of the dynamic
process of South-South
development coop-
eration.

Furthermore, a number of inter-
regional initiatives undertaken by
development agencies such as the
UNDP to support South-South
Cooperation include exchange of
knowledge and ideas, for example, its
“Solution Exchange” initiative which
was launched in India in 2005, and
now covers Bhutan, Cambodia, Indo-
nesia, Thailand and Pacific Islands.

It has also been reported that there

is an emerging interest on the part of
traditional donor agencies to support
South-South capacity building under
North-South-South triangular arrange-
ments or through sponsoring third
country training programmes.'’ These
developments are of particular interest
to South Asia.

All these initiatives (intra- and
inter-regional) at different levels
(national/regional; governmental-
nongovernmental, development agen-
cies, and specialized programmes by
international organizations) on South-
South cooperation underline the sig-
nificance given to it and the potential
for South-South technology transfer
to strengthen this cooperation across a
spectrum of areas. The impediments to
such transfers are many and complex,
but they also present significant op-
portunities for reform and the intro-
duction of new approaches to dealing
with the common problems. ®

Dr Patnaik Saxena is an environmental
economist based in the United Kingdom.
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Besides keeping their own
house in order, exploiting
the potential of South-South
technology transfer is essen-
tial for South Asian countries
to enhance their technologi-
cal capacity.

Technology and

Development
in South Asia

Ratnakar Adhikari

Ithough the present growth rate

of 6 percent-plus achieved by
South Asia as a region is by no means
uninspiring, it does not compare fa-
vourably with a number of its neigh-
bouring countries. Besides, growth in
South Asia has been highly skewed
in favour of some countries and some
regions, which is attributed to several
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structural weaknesses that continue
to bedevil these countries. One of the
prominent factors that distinguishes
South Asian countries from their
neighbours is the limited technologi-
cal capacity of the former vis-a-vis the
latter.

There are a multiplicity of fac-
tors that have contributed to making

South Asia a laggard region in terms
of technological capacity, although
one should hasten to add, there is a
substantial variation within the region
with countries such as India and Sri
Lanka doing relatively better on this
front. This also shows that there is a
considerable scope for the relatively
worse off countries in terms of tech-



nology ladder to catch up with the rest Table
of the countries in the region as well as
the rest of the world, provided there

is a right kind of policy environment Economy Year Percentage of firms...
at the national, regional and interna-

Technology and innovation indicators

. ...with aninter- ...using technol- ...hav- ...using e-mail

tional levels. . ) . . .
nationally rec-  ogy licensed ing their  to interact
Technological capacity oghized quality = from foreign own with clients/
There are several ways to look at the certification companies website  suppliers
technological capacity of South Asia. World 16.5 15.2 35.1 64.5
At the macro level, the Global Competi— East Asia 192 18.7 299 64,1
tiveness Reports annually published .
by the World Economic Forum and CliellEeIEie
various indicators of science and South Asia ... 9.4 5.6 228 43.6
technology regularly updated by the Afghanistan 2008 8.5 10.8 24.1 46.6
United Nations Education, Scientific
and Cultural Organization (UNESCO) Bangladesh | 2007 | 7.8 38 157 39.7
provide some indicators. At the micro Bhutan 2009 5.4 6.9 30.1 58.5
level, Enterprise Surveys conducted India 2006 22.5 5.3 31.1 56.7
by the International Finance Corpo-
ration (IFC) should be considered. Nepal 2009 | 3.1 06 233 462
While our analysis is based on various Pakistan 2007 9.6 27 16.6 26.8
indicators available for as many South Sri Lanka 2011 9.1 9.3 18.6 30.5
Asian countri?s as possible, we sel(?ct Thailand 2006 39 50 741
three close neighbours of South Asia—
China (in the North), Iran (in the West) Source: IFC Enterprise Surveys.
and Thailand (in the East)—in order to
facilitate a valid comparison. We start ing countries of South Asia, namely, ties; in some indicators, they are even
with the indicator for technological Iran is also not very well placed in worse than Afghanistan.
readiness (Figure 1). this respect, others such as Thailand However, these indicators explain
Based on the figure, Nepal, Bangla-  and China outperform even the star only a part of the story because they

desh and Pakistan are technologically performers of the region—India and are mainly intermediate indicators
least prepared to face the challenges Sri Lanka. and do not explain the outcomes.
posed by growing competition in Similarly, the micro-level status, Although the real test of technological
the global economy as they rank 129, presented in Table, is in line with the capability lies in how it can contribute
125 and 118, respectively, out of 142 macro-level status. Even at the firm to some development outcomes such
countries. This is also reflected in the level, Bangladesh and Nepal are the as poverty alleviation or improvement
poor indices of technological readi- two laggard countries in terms of their ~ in health-related indicators, it would
ness. Although one of the neighbour- technological and innovative capabili-  be difficult to identify the causal link.

Therefore, a relatively better indicator
is to look at the export sophistication
of the country concerned, which can
I Figure 1 be seen from the exports of high-tech-
Technological readiness, 2012 nology products as a percentage of
manufactured exports for which data

140 4 are available for some select, if not all,
:(2)8 3 countries, for the years 2008-2010. As
80 5.5 5 per this indicator, the performance of
€ 6 15 South Asian countries, including India
= ‘2‘8 2)5 - and Sri Lanka—otherwise considered
0 0 star performers in the region—pale
in significance when compared with
& e Indlex their neighbouring countries outside
e —&— Rank the region, in particular China and
Thailand. The figure was 7 percent for
Source: Calculation based on Global Competitiveness Report 2012-2013. India—the highest in South Asia—in
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2010, compared to 25 percent for Thai-
land and 28 percent for China.

Binding constraints

As noted above, a multiplicity of fac-
tors explain the poor performance of
South Asian countries on the techno-
logical front. However, some of these
factors are more binding than the oth-
ers and here we focus only on those.

Budgetary constraints

South Asian countries generally have
extremely limited budget allocation
for research and development (R&D),
and public sector research organiza-
tions are largely under-funded. In
some countries, budget allocated for
public sector research organizations
is barely sufficient to take care of the
salaries of the staff, which means that
there is no budget left for procur-

ing equipment, chemicals and other
critical inputs required for conducting
R&D. Although it is not possible to
get hard data comparing spending on
R&D across South Asian countries,
one of the possible indicators to mea-
sure the size of investment in R&D

is gross expenditure on research and
development (GERD) as a percent-
age of gross domestic product, which
is available only for a select number
of countries. Based on whatever data
are available, Nepal’s GERD in the
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recent period is around 0.37 percent,’
while the figure for India in 2007 was
0.76. The figures for select developing
countries in 2009 were: China (1.7),
Iran (0.79), South Korea (3.36) and
Israel (4.27).2

Human resource constraints

Science and technology (S&T) educa-
tion is costly and relatively inacces-
sible for a large majority of popula-
tion in most South Asian countries.
One of the ways through which S&T
education is made more accessible in
most developed and middle-income
countries is through public funding,
which makes provision for scholar-
ships to needy and deserving stu-
dents. Although such practices would
be desirable in the context of South
Asia, they are not as extensive as re-
quired in most countries in the region,
barring a few exceptions. Therefore,
only an extremely limited number of
people are trained in disciplines such
as pure science, agriculture science,
information technology, engineering,
medicines and other areas of S&T.
One indicator to measure this aspect
of technological constraint is to look
at the percentage of S&T graduates
among overall graduates in various
South Asian countries and compare
the same with neighbouring countries.
Although there is a serious data limi-
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tation to make a valid cross-country
comparison, available data of 2010 for
select countries prepared by UNESCO
show that the figure is 15.5 percent in
the case of Nepal and 27.5 percent in
the case of Sri Lanka. The correspond-
ing figures for Iran and Thailand, for
example, are 51.5 percent and 60.3
percent, respectively.?

The above figures only represent
a part of the story, not least because
the percentage of S&T graduates
mentioned above are not always
engaged in the technological sectors in
the country concerned. A significant
number of them migrate to other (rela-
tively more advanced) countries due
to several pull and push factors. Major
pull factors are the availability of
opportunities (in terms of pay, perks,
career advancement, working environ-
ment and potential for improving life
chances of their offspring) coupled
with the presence of friends and
relatives in the destination countries.
Some of the significant push factors
include lack of incentives to continue
working, including, but not limited to,
income level which is not commensu-
rate with the investment made in edu-
cation and training; and a poor and/or
deteriorating quality of socio-political
environment in the home country. It
is not, therefore, surprising that South
Asian countries in general have a
relatively higher degree of brain drain,
as per the Global Competitiveness Report
2012-2013.

Policy-implementation gap

The objectives of the S&T policies

in most South Asian countries are
fostering, promoting and sustaining
the cultivation of science and scientific
research; ensuring an adequate supply
of research scientists of high quality
and recognizing their work as an im-
portant component of the strength of
the nation; and assisting in poverty re-
duction activities by utilizing natural
means and resources in a sustainable
manner and elevating the country to a
competitive position through harness-
ing the potential of S&T. These fine
objectives have, however, remained
unimplemented for several inter-



related reasons, some of which are
discussed below.

First, there is a lack of involvement
of scientists and technologists in the
policy- and decision-making processes
in matters related to the S&T sector
and a clear lack of ownership of the
major stakeholders, who do not feel
obliged to implement the policy. Sec-
ond, due to financial and human re-
source constraints, as discussed above,
it is not possible for the institutions
involved in promoting S&T to fully
implement the ideas outlined in the
policy. Third, the incentive mechanism
within the public sector in most South
Asian countries is not geared towards
rewarding top performers as well as
penalizing under-performers.*

Silo mentality of institutions
It is clear from the S&T literature that
due to the positive impact and spill-
over of technological advancement
on economic progress, it is impera-
tive for S&T institutions to establish
collaborative links with industries to
facilitate technological innovation and
economic development.® However, the
major problem with the institutions
involved in the generation, promo-
tion and application of technologies is
that their activities are limited to basic
routine work and carrying out certain
services assigned to them. Most of
these institutions lack adequate sup-
port services and function mostly in
isolation without much coordination
and collaboration with other like-
minded institutions.®

There are no real practical ap-
plications of the research findings
by S&T institutions for the benefit of
the manufacturing or farming sector.
These institutions operate in a bureau-
cratic mode and not in a business-like
manner, with a spirit to serve clients in
the industrial, commercial or farming
sector. Scientists/professionals and
industry work in their respective silos
without necessarily talking to each
other and making efforts to convert
research results into marketable
products. Barring a few exceptions,
the idea of promoting joint and col-
laborative efforts between the public

sector, the private sector and universi-
ties to infuse technological dynamism
through innovation—a concept known
as “triple helix”’—is largely absent in
most South Asian countries.

Limited involvement of

private sector in R&D

The actual demand for technology or
research ideas targeted at industrial
and commercial use should come
from the private sector. However,
most firms in South Asian countries,
in particular least-developed countries
(LDCs), are micro-enterprises that use
mature technologies and do not make
any significant innovation effort.®
Moreover, the private sector in some
countries within South Asia is apathet-
ic towards the idea of promoting col-
laboration with research institutions
and universities. Although detailed
data for private sector investment in
R&D are not available to make a valid
comparison, data available from a
UNESCO report show that in China,
nearly three fourths of the invest-
ment in R&D is made by the private
sector, and in Thailand the private
sector accounts for almost half of the
investment in R&D. However, among
South Asian countries, in India and
Sri Lanka, the private sector’s invest-
ment is around one third and one fifth,
respectively. While the private sector’s
investment in R&D in Iran—another
neighbouring country—falls between
these two countries’ figure, in the case
of Pakistan, the private sector’s invest-
ment in R&D is almost nil.’

Limited technology transfer
Neoclassical and endogenous growth
theories view that access to foreign
technology automatically follows
from openness to trade and foreign
investment. However, in practice,
considerable effort is required on the
part of technology-rich developed
countries to transfer technology to
developing countries, and on the part
of the recipient countries to absorb the
technology. Moreover, relying solely
on market mechanisms for technology
transfer may put developing countries
at a considerable disadvantage not

least because of the quasi-public good
nature of technology where market
failure is rampant.' Since this is an
important issue from the perspective
of developing countries in general and
South Asian countries in particular,
we shall discuss this issue in a fairly
detailed manner in the next section.

Technology transfer

We discuss two types of technology
transfer: the traditional North-South
technology transfer and South-South
technology transfer. There are various
channels through which technology
transfer takes place but this article
focuses on only a few of them in the
context of South Asia and compares
them with neighbouring countries
where possible. They are: i) trade; ii)
foreign direct investment (FDI); and
iii) foreign aid.

North-South technology transfer

Trade

Trade can be a powerful instrument
for technology transfer inasmuch as it
provides an opportunity for learning
and adapting, not least because tech-
nology is embodied in traded products
such as capital goods and machinery.
Therefore, one of the traditional mea-
sures to gauge the extent of technol-
ogy transfer through trade is to look
at the data on the imports of capital
goods as a percentage of total mer-
chandise imports. Figure 2 (next page)
provides such data for South Asian
countries to the extent they are avail-
able, and makes a comparison with
their neighbouring countries. There is
a distinct pattern with countries such
as China, Iran and Thailand having
the share of capital goods in their total
imports above 25 percent during the
past 12 years, reaching close to 45 per-
cent (China) and 40 percent (Thailand)
in some years. However, these shares
have fallen in the recent past.

In the case of South Asia, the pat-
tern as such is rather erratic, but con-
sistently below 25 percent, with some
increase seen in the case of Bhutan
and Sri Lanka, and hovering below 15
percent in the case of some countries
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Figure 2
I Share of capital goods in total merchandise imports, 2000-2011
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Source: WITS online (accessed 15 December 2012).

(Maldives, Nepal, Pakistan and Sri
Lanka) in the recent period. What is
surprising is the fact that Sri Lanka,
which is considered as a relatively
better performer in the region in terms
of technological capacity, ranks the
lowest in the region in this indicator.

Foreign direct investment
According to Tong (2001), FDI can
facilitate technology transfer to
developing countries because multi-
national corporations (MNCs), which
are the major investors in developing
countries, make up a substantial por-
tion of the world’s total R&D invest-
ments. When they make investment in
developing countries, they also tend to
bring cutting edge technology so as to
achieve competitive advantage."
Although East Asian countries
made masterly use of FDI to acquire
technology and move up the tech-
nology ladder, the present rule of
the multilateral trading system as
provided for in the Agreement on
Trade-Related Investment Measures
(TRIMs) does not allow the use of any
such “performance requirement” as
the requirement for foreign investors
to transfer technology. The lacklustre
performance of South Asian countries
in terms of acquiring technology is
evidently clear from Figure 3. Only
two countries in the region, namely
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India and Sri Lanka, have achieved
some success on this indicator of tech-
nology acquisition because the former
compares with Thailand and latter has
a better indicator than China. How-
ever, the other countries in the region,
together with their Western neighbour
Iran, are at the bottom of the league.

Foreign aid

The major channel through which for-
eign donor-funded (whether bilateral
or multilateral) projects work is pretty
much like the trade and FDI channels
discussed above. For example, many
foreign-aided projects import capital
goods or provide technical assistance,
which help recipient countries in

Figure 3
FDI and technology transfer, 2012

acquiring technology that could be put
to productive use. Technical coopera-
tion/assistance is a form of foreign aid
which transfers skills and knowledge.
An econometric study conducted in

a sample of 85 developing countries
finds that technical cooperation can
make significant contribution to
technology transfer from developed
countries to developing countries

and help in augmenting total factor
productivity of the latter.’? However,
due to lack of country-level empirical
evidence, it is difficult to suggest how
this channel of technology transfer
has helped South Asian countries in
technological catch-up.

While intellectual property rights
(IPRs), which are mostly held by firms
and universities in developed coun-
tries, are considered a factor inhibiting
North-South technology transfer, a
lack of robust multilaterally agreed
mechanism for facilitating technology
transfer means that the “technology-
divide” is not likely to be narrowed
down anytime soon. Added to this
is the futility of Article 66.2 of the
Agreement on Trade-Related Aspects
of Intellectual Property Rights (TRIPS)
of the WTO, which was designed to
create a mechanism for providing
incentives to enterprises in developed
countries to facilitate technology
transfer to LDCs. Despite the use of
a seemingly binding language and a
decision made during the Doha Devel-
opment Agenda making it obligatory
for developed countries to periodi-
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cally report to the TRIPS Council on
the progress made in fulfilling the
mandate of this clause, things have not
moved far enough.”

South-South technology transfer
South-South technology transfer is
definitely a preferred option due to
low cost of transfer and fast diffu-
sion as well as adaptation.” The
South Asian Association for Regional
Cooperation (SAARC) has recognized
the importance of technology transfer
in relation to areas such as climate
change'® and energy.'* However,
SAARC as an institution does not
seem to have any active programme to
promote technology in the productive
sector such as development of agri-
culture, manufacturing and services.
Second, the Bay of Bengal Initiative for
Multi-Sectoral Technical and Eco-
nomic Cooperation (BIMSTEC)—as
the name suggests—should logically
lay more emphasis on the issue of
technology in general and its transfer
as well as diffusion in particular. This
institution too has agreed to “cooper-
ate in expanding the technology base
of Member States through collabora-
tions and partnerships targeted to-
wards micro, small and medium scale
enterprises”, among others, through
the establishment of BIMSTEC Centre
for Technology Transfer/Exchange
Facility in Sri Lanka.'” Although this
decision was made in 2008 in New
Delhi during the Second BIMSTEC
Summit,'® the institution itself is yet to
come into being.

Bilateral South-South technology
transfer mechanisms, however, have
proven to be rather more effective,
with or without any formal/elaborate
agreements being signed. Some of the
successful examples include technol-
ogy transfer for converting waste
agriculture biomass into energy, and
drought- and flood-resistant seeds
from India to Nepal; and threshing
machine and rice milling technology
from China to various South Asian
countries.”” Kathuria (2011) provides a
specific example of technology trans-
fer by helping create requisite human
capital, such as through scholarships

and fellowships offered by India to
Nepalese students to study engi-
neering in various universities and
institutes.”

Conclusion

That South Asia lags much behind
comparator countries in terms of its
technological capacity does not mean
that it cannot catch up with them any-
time soon in the future. As a humble
beginning, South Asian countries
should keep their houses in order in
terms of provision of adequate budget,
investment and retention of human
resources, taking a collaborative
approach and effective implementa-
tion of policies that are designed in a
relatively inclusive manner.

While South Asian countries
should try and harness the potential
of the existing channels of technol-
ogy transfer, including trade, FDI and
foreign aid, they should fully exploit
the potential of South-South technol-
ogy transfer. At the global level, they
must push for creating a robust moni-
toring mechanism with milestones
and targets to guarantee that TRIPS
Article 66.2 becomes more binding
and enforceable. Besides, since the
Millennium Development Goals do
not explicitly cover technology issues,
they should collectively work towards
ensuring that technology is included
as a cross-cutting issue in the post-
2015 development framework. These
measures can indisputably contribute
to technological catch-up in the poor-
est countries of the world, including
those in South Asia. ®

The author would like to thank Prakash
Ghimire for research assistance.
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INndia-Maldives trade

Vyuptakesh Sharan and Shimoni Sinha

ven as regional economic integra-

tion schemes proliferate in view of
the expected increase in trade and in-
vestment, concerns over the possibility
of asymmetric distribution of benefits
among members of varied economic
strength loom large.! This concern is
highly relevant to the trade relation-
ship between the Maldives, a small
island nation facing critical structural
handicaps and which graduated from
least-developed country (LDC) status
only in 2011, and India, the world’s
second most populous country and an
economic giant in absolute terms.

The beginning
The beginning of economic relations
between the two countries dates back

Trade Insight Vol. 8, No.4, 2012

to 1975 when India provided the
Maldives a grant of Rs. 4 million to set
up a fish canning plant after which the
Maldives was able to sell processed
fish in the international market. In
1977, India was instrumental in the
setting up of the Maldives Interna-
tional Airlines which was managed
and operated by Indian Airlines under
a lease agreement.?

The India-Maldives Free Trade
Agreement was signed in March 1981
to provide for trade on a most-fa-
voured-nation basis. The payments for
trade were to be made in convertible
currency. Any party could put restric-
tions on trade with a view to protect-
ing human, animal and plant life and
safeguarding national treasures. The

] ojuriarolsaiuoydsays

Government of the Maldives was to
submit a list of essential commodities
that India had to export. It was India’s
responsibility to meet the demand for
essential commodities in the Maldives.
The agreement was thus a foundation
stone for bilateral trade to grow.

In February 1986, the two coun-
tries also signed the Economic and
Technical Co-operation Agreement
following which a Joint Commission
for Economic and Technical Co-
operation was set up. Despite these
efforts, bilateral trade between the
two countries during the entire 1980s
remained minimal. India’s exports to
the Maldives remained confined to
around US$0.4 million annually. The
value of annual imports of India from

In India-Maldives frade, while
overall trade balance has been
in India’s favour, the net barter
terms of trade has mostly been in
favour of the Maldives.



the Maldives was not even one tenth
of a million dollars.?

Trade after SAPTA

After establishing the South Asian
Association for Regional Cooperation
(SAARC) in 1985, SAARC Mem-

ber States put in place the SAARC
Preferential Trading Arrangement
(SAPTA), which entered into force in
1995. Compared to the 1980s, Indo-
Maldives trade grew quite substan-
tially after SAPTA came into being.
For instance, during Fiscal Year (FY)
1996-97, India’s exports to the Mal-
dives amounted to INR 370 million
compared to INR 26 million during
FY 1985-86, while its imports from the
Maldives were INR 6 million and INR
0.353 million, respectively.*

Under SAPTA, tariff concessions
were announced during three rounds
of negotiations. The Maldives offered
non-LDC members, including India,
7.5 percent tariff concession on 17
Harmonized System (HS) product
categories during the first round, 10
percent on 5 HS product categories in
the second round and 5-10 percent on
390 HS product categories in the third
round. In exchange, India provided
LDC members, including the Mal-
dives, at least 50 percent concession
(even 100 percent in some cases) on
62 HS product categories in the first
round, 25-50 percent concession on
514 HS product categories in the sec-
ond round and 50 percent on 1,874 HS
product categories in the third round.

The bilateral trade agreement be-
tween India and the Maldives does not
mention any tariff preference. In that
respect, the regional trading arrange-
ment is better than the bilateral one.
However, under the bilateral arrange-
ment, India allows the Maldives to
import certain products from India,
the export of which is otherwise not
permitted. These products include
river sand, eggs, potatoes and onions.

Although bilateral trade between
India and the Maldives was much
higher in the 1990s compared to the
1980s, it was not significant in absolute
terms. While India’s exports to the
Maldives ranged between US$7.3

Figure
India’s trade with the Maldives
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million and US$10.36 million, im-
ports varied in the range of US$0.05
million and US$0.40 million (Figure).
During the 2000s, the effect of tariff
concessions was vivid. The quantum
of trade—both exports and imports—
shot up. In FY 2000-01, the value of
India’s exports stood at US$24.61
million, which was more than thrice
the export value in the preceding year.
In the following years, it increased fur-
ther and reached US$127.91 million in
FY 2008-09, although it plummeted to
US$100.14 million the following year.
India’s imports from the Maldives in-
creased too. The value of imports rose
from US$0.19 million in FY 2000-01

to US$3.97 million in FY 2008-09,
although it fell marginally to US$3.63
million in FY 2009-10. FY 2010-11 was
singular in the sense that the value

of imports increased abnormally to
US$31.38 million compared to US$3.63
million in the preceding year.

Trade balance

and diversification

There is a huge trade balance in
India’s favour. India enjoyed a trade
surplus of US$123.94 million during
FY 2008-09. The import/export ratio
varied between 0.6 percent and 31.3
percent during 1996/97-2010/11. The
reason for the poor export perfor-

mance is that the economy of the
Maldives is not diversified and faces
severe supply-side constraints.
Looking at Indo-Maldives trade in
a relative perspective, it is notable that
India accounted for barely 2 percent
of the Maldives’ exports in 2009.
The major export destinations were
Thailand (49 percent), the European
Union (EU) (21 percent) and Sri Lanka
(9.5 percent). The United Arab Emir-
ates (UAE) and Japan accounted for
2.9 percent each. However, import
sources were more dispersed geo-
graphically. India was the fourth
major source of the Maldives” imports.
Its share was 10.4 percent, only next to
Singapore (21.3 percent), the UAE (18
percent) and the EU (11.5 percent).

Product composition

India’s exports to the Maldives dur-
ing FY 1996-97 consisted mainly of
cotton, cereals and other edible items
(Table, next page). Manufactured
products, especially fabrics, pharma-
ceutical products and plastic products,
comprised hardly a quarter of its total
exports. By FY 2010-11, cereals and
other foodstuffs accounted for around
one fourth of the total export value,
while manufactures of daily use had
risen to prominence. The change in the
Commodity structure was even more
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Table
I Commodity composition of India’s exports to the Maldives

FY 1996-97 FY 2010-11
HS . Amount in % HS . Amount in %
Commodity group - Commodity group .
code US$ million share code US$ million share
52 Cotton 1.44 13.89 25 Salt, sulphur 13.68 13.66
10 Cereals 0.86 8.30 72 Iron and steel 7.57 7.56
11 Malt, starches, etc. 0.73 7.05 30 Pharmaceutical 6.07 6.06
25 Salt, sulphur 0.72 6.95 10 Cereals 55 5.49
62 Apparel and clothing 0.68 6.56 39 Plastic 5.47 5.46
30 Pharmaceutical 0.62 5.98 27 Mineral fuels 5.44 5.43
7 Edible vegetables 0.55 531 7 Edible vegetables 4.88 4.87
84 Nuclear reactors 0.4 3.86 S Fish and crustaceans 4.84 4.83
60 Knitted fabrics 0.4 3.86 17 Sugar 4.57 4.56
39 Plastic 0.39 3.76 85 Electrical machinery 875 3.74
Total of 10 products 6.79 65.54 Total of 10 products 61.77 61.68
Total export 10.36 100 Total export 100.14 100

Source: www.dgft.gov.in

prominent with regard to India’s im-
ports from the Maldives. In FY 1996-
97, iron and steel alone accounted for
88.24 percent of its total import from
India. Animal products had a share

of 11.76 percent. On the contrary, by
FY 2010-11, the share of iron and steel
had dropped to 6.12 percent. Copper
products and aluminium products
made up 3.28 percent and 1.15 percent
of imports, respectively. Mineral fuel
accounted for 87.73 percent.

India’s imports from the Maldives
are highly concentrated over com-
modities compared to exports to the
Maldives. The commodity concentra-
tion index of India’s exports to the
Maldives reduced marginally from
0.056 in FY 1996-97 to around 0.052 in
FY 2010-11. The same index for India’s
imports from the Maldives dropped
more distinctly from 0.792 to 0.775.

Terms of frade

One should examine whether the
Maldives is a gainer from its trade
with India at least on the count of
terms of trade. The unavailability of
the same six-digit commodities in dif-
ferent years poses a serious problem in
computing the terms of trade. Hence,
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we calculated the weighted average
price of the top 100 commodities of
India’s export to, and import from, the
Maldives during 2001-2011. The net
barter terms of trade have been highly
volatile on account of large-scale vola-
tility in the weighted average price

of imports and exports. During the
decade between FY 2001-02 and FY
2010-11, there were only three fiscal
years when India experienced favour-
able terms of trade, but with extreme
fluctuation.

Conclusion

Immediately after the Maldives be-
came independent of the British rule,
India developed its political relations
with the Maldives. In 1981, a free trade
agreement was signed and then the
two countries came closer under the
SAARC umbrella in 1985. In 1986, a
Technical and Economic Co-operation
Agreement was signed.

All this was expected to provide
stimuli to trade between the two coun-
tries. Trade got a further boost with
the creation of SAPTA and SAFTA,
but a distinctive boost was evident
only from the beginning of 2000s.
However, the balance of trade swung

heavily in India’s favour. As far as the
commodity composition is concerned,
India’s exports consisted mainly of
food products in the mid-1990s. The
share of manufactures, however,
increased over time to account for the
bulk of exports in 2011. On the import
side, the major items are mineral fuel,
and iron and steel products. The com-
modity structure has been highly con-
centrated; nevertheless, the concentra-
tion has eased over time. Although the
trade balance is in India’s favour, the
net barter terms of trade has mostly
been in the Maldives’ favour. ®

Dr Sharan is Professor Emeritus and Ms
Sinha is Research Associate, Chandragupta
Institute of Management, Patna.
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2 Trivedi, R. 2008. India’s relations with
her neighbours. Delhi: Gyan Prakashan.

3 IMF. 1990. Direction of trade statistics.
Washington, D.C.: International Mon-
etary Fund.
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or many farming communities in

South Asia, maintenance of agri-
culture biodiversity has been essential
in ensuring their nutrition and food
security. Climate change, through
various means such as rising tempera-
tures, declining and unpredictable
rainfall, and extreme weather events,
is likely to have the effect of altering
the environmental conditions beyond
the “phenotypic plasticity” (ability to
adapt) of many existing plant types.'
It has been estimated that, by 2050,
changes in environmental conditions
will lead to a 30 percent decline in
crop production in South Asia.? There-

TRIPS,

climate change
and agro-bio

lan Vickers

fore, it is important to maintain crop
diversity because greater the diversity,
greater the possibility that at least
some crops will be able to cope with
changes to the natural environment.?
A number of studies have shown

that in environments with changing
climatic conditions, fields which main-
tain crop diversity have continually
experienced higher yields than those
practising monocultures of genetically
identical plants.* Moreover, as other
case studies have shown, maintenance
of agriculture biodiversity is likely to
have an impact on the wider eco-
system. For example, in flood-prone

agriculture biodiversity

areas, maintenance of crop diversity
has been shown to prevent soil ero-
sion and deterioration of the natural
environment.®

Despite such importance of
agriculture biodiversity, major crop
varieties at the global level have
actually decreased by around 80-90
percent over the last century.® One
of the reasons for such decline is the
strengthened system of intellectual
property rights (IPRs).

The TRIPS Agreement
The Agreement on Trade-Related
Aspects of Intellectual Property Rights

diversity




agriculture biodiversity

(TRIPS) is an international agree-
ment administered by the World
Trade Organization (WTO) that sets
down minimum standards for many
forms of intellectual property (IP)
regulation. It touches upon the area
of biodiversity also. Article 27.3(b) of
the Agreement provides leeway to
members to get their innovators secure
patent protection on new plant variet-
ies. However, members are free to
protect plant varieties through an ef-
fective sui generis system or a combina-
tion of patent and sui generis systems.
This choice facing member
countries—either adopting the patent
system or appropriating their own sui
generis system—is of great importance,
and is the subject of much interna-
tional debate. Till date, no South Asian
country has opted for patent protec-
tion of plant varieties. Nevertheless,
given that a choice still remains open
for many South Asian countries, it is
worth exploring the potential con-
sequences of implementing patent
protection.

Patent protection

of plant varieties

The existence of structures in which
innovators are rewarded and given
rights over the exploitation of their
information is arguably necessary to
provide incentive for innovation to
occur. This is relevant in the devel-
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opment of new plant varieties that
depend on biotechnological processes.
These processes, in which there is a
direct manipulation of the genome of a
plant, are far more efficient at develop-
ing new plant varieties than tradi-
tional trial and error plant breeding
techniques, and require considerable
amounts of investment. Consequently,
for such investments to occur, the
existence of appropriate incentives,
ensured via suitable rights and reward
structures, is paramount. Enforce-
ment of IPR regimes is justifiable also
because they serve a perceived end of
justice, in which people are adequately
rewarded for their efforts.

However, while such a system
may be suitable for encouraging inno-
vation, it cannot entirely be applicable
to developing countries. In South Asia,
farmers have traditionally operated
as communities, storing, re-using,
sharing and exchanging seeds among
themselves. It is these community
practices rather than modern methods
that have been vital in the region in
the breeding of new plant varieties
and the maintenance of existing variet-
ies. A patent system, if implemented,
would prevent farming communities
from engaging in these traditional
practices, and would effectively force
them to buy seeds from patent holders
each year. Such an arrangement would
effectively prevent South Asian farm-

ing communities from playing their
traditional role in maintaining and
developing new plant varieties, and,
in light of climate change, would make
them further vulnerable.

Although patents are often consid-
ered necessary to encourage innova-
tion, they can also stifle it. They can act
as barriers to the further development
of new technologies, particularly in
cases where excessively broad patents
are adopted, creating what is known
as a “patent thicket”. In the agricul-
ture and food sector, for example, as
of 2003, six largest companies owned
74 percent of the patents for major
food crops such as rice.” This, in effect,
leads to monopolies since there will be
fewer incentives for the others to de-
velop new plant varieties. Such a situ-
ation is particularly dangerous given
the need for innovative responses to
climate change.

Benefits of sui generis system
Given the negative consequences of
protecting plant varieties by patents,
South Asian countries should develop
their own sui generis systems for the
protection of their plant varieties. By
doing so, South Asian countries could
effectively provide legal space to their
farming communities to continue
their practices of storing, re-using and
exchanging seeds. This would essen-
tially empower farming communities

Wo02'ssaIdpIom saly sjooaunIduUW

Compared to tra-
difional breeding
practices, genetic
engineering offers
only limited opportu-
nities in developing
new plant varieties.



in developing new plant varieties in
response to climate change. Further-
more, given the great decline in plant
varieties that is currently occurring,
South Asian countries should develop
sui generis systems which actively
reward their farming communities for
engaging in such activities.

Scientists are increasingly recog-
nizing that genetic engineering offers
only limited opportunities when com-
pared to traditional breeding practices
in developing new plant varieties that
are essential in the present context of
climate change. It has been noted that
genetically engineered crops tend only
to offer resistance to a single stress
(for example drought), while climate
change tends to operate through a
variety of environmental pressures.
But by using traditional breeding and
practices such as “Marker Assisted
Selection”, crops systems can be devel-
oped with the diversity of resilience
to really respond to climatic effects.®
Hence, implementation of a sui generis
system which rewards those engaged
in traditional breeding practices could
thus potentially play a vital role in
better preparing South Asian countries
to face climate change challenges in
agriculture.

Adoption of the sui generis system
in this way is often termed as imple-
menting “farmers’ rights”, which isn’t
simply an alternative to breeders’
rights. Rather, it encompasses two
things: i) the right of farmers to receive
recognition and rewards for their
role as stewards in the maintenance
and historical development of plant
genetic resources, and ii) the right
to continue to engage in traditional
practices, free from the dependence
and vulnerability caused by patent
systems. In many ways, the adoption
of farmer’s rights is central in ensuring
the maintenance and development of
plant varieties in South Asia, and thus
is an important part of preparing the
countries against the potential vaga-
ries of climate change.

Conclusion
In light of climate change, there is a
clear need to develop appropriate

institutional structures for the main-
tenance and development of biodi-
versity, including agriculture biodi-
versity. However, for South Asian
countries, implementation of a patent
system even to protect new plant vari-
eties poses potential problems for the
realization of this goal, and risks mak-
ing the region vulnerable. Therefore,
while the market, and appropriate
incentive structures, can certainly play
a key role in ensuring plant diversity,
the manner in which such incentive
structures are adopted needs to be
modified in the South Asian context.

In order to encourage the mainte-
nance and development of agriculture
biodiversity, South Asian countries
need to effectively strike a balance
between giving their farming commu-
nities the right to engage in tradi-
tional practices, while simultaneously
rewarding those, both farmers and
breeders, who engage in innovating
and developing new seeds.

India has already developed an
effective sui generis system by enacting
the “Protection of Plant Varieties and
Farmer’ Rights (PPVFR) Act” in 2001.
In recognizing farmer’s rights, this
system is the most far reaching in the
world. It incentivizes the development
of new plant varieties via traditional
processes by offering opportunities
to farmers to register their own seed
varieties in the same manner as breed-
ers. Likewise, under its National Gene
Fund for the conservation of genetic
resources, it also offers a means to
reward farmers for their role in main-
taining biodiversity and preserving
traditional knowledge. The Indian
system finds a balance between offer-
ing incentives to farmers and breed-
ers alike to maintain and develop
new plant varieties, and recognizing
farmer’s rights to save, re-use, share
and sell farm-saved seeds, provided
that for-sale seed is not branded under
a registered name. While breeders,
therefore, have control in the com-
mercial marketplace, their rights in
this context lack the all-encompassing
nature of patent protection, and con-
sequently, the livelihood practices of
farmers are not infringed. South Asian

countries would do well by adopting
the Indian approach, and establish-
ing for themselves similarly balanced
structures, which appear necessary
to secure a sustainable, empowered,
biodiversity-rich and food-secure
future. m

The author recently worked at SAWTEE as
an intern and is now based in London.
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Assessing COP11, and looking forward

Time to re-balance the CBD

Faris Ahmed

any delegates to the Eleventh

Conference of the Parties to the
Convention on Biological Diversity
(CBD COP11) came with mixed feel-
ings. The year 2012 was an intense
year, packed with conferences,
preparatory meetings and multilateral
negotiations on environment, climate,
food and biodiversity, including
Rio+20; two meetings of the Subsid-
iary Body on Scientific, Technical and
Technological Advice (SBSTTA) of
the CBD leading up to COP11; and
assembly of the International Union
for Conservation of Nature. Further-
more, not too long ago, there was hard
work at COP10 in Nagoya—not only
negotiating the Aichi 20/20 targets,
but also what was to become the Na-
goya Protocol on Access and Benefit
Sharing (ABS).

So, prepared but weary, civil
society came to COP11, hoping that
there would be more action, not more
words, in Hyderabad. Even though
they were encouraged by Executive
Secretary Braulio Dias’ assertions that
COP11’s top three priorities would be
“Implementation, implementation and
implementation”, they were appre-
hensive that all the hard negotiated
texts of recent meetings—unsatisfac-
tory as they already were—would
be re-opened and could be further
weakened. They were fully aware of
the CBD’s many imbalances: between
words and action, between the three
pillars of the Convention, between the
North and the South, between corpo-
rate and public interests, and others.
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This article assesses the areas
where the CBD appears to have lost
its balance, and what can be done to
restore that balance in this Convention
so that it can continue its crucial work
dealing with the food, environmental
and climate challenges the planet faces
today.

Rethinking how

the CBD works

As asserted in the opening statement
of the CBD Alliance meeting, the CBD
has, among its fundamental tasks,

the elaboration of decisions, their
implementation, monitoring, evalua-
tion, and reporting on their progress.
But far too much energy is spent on
repeated negotiations (in some cases,
leading to regression) and too little on
action. Therefore, a shift must occur to
refocus energy in implementing COP
decisions at the national level, through
comprehensive national biodiversity
action plans, and measurable, ap-
propriate targets and indicators based
on the Aichi goals. This would dispel
the efforts made at COP11 to “retire”
important past COP decisions such as
on genetic use restriction technologies
and older decisions on agriculture
biodiversity in the name of efficiency.
Greater efficiencies are to be found
elsewhere.

Governance, participation and
decision-making processes must also
change, and reflect new realities and
the many interests and voices at the
table. Greater effort to work with ex-
isting and innovative local structures

will provide extra impetus to achiev-
ing lasting results.

Similarly, there is a need to work
in line with social and cultural com-
munity protocols that have worked for
centuries and played a huge role in the
community management of biodi-
versity and natural resources. These
encompass a critical and wide array
of customary laws, constantly evolv-
ing and developing, but with equal
bearing on other types of law. This
implies creating space and processes
for the full and effective participation
of indigenous peoples and local com-
munities, and the integration of their
traditional, scientific, technical, and
technological knowledge.

The recent reforms at the Com-
mittee on World Food Security (CFS)
have demonstrated that an inclusive
participatory model, where civil soci-
ety, indigenous peoples, pastoralists,
fisherfolk, smallholder famers, youth
and women, among other groups, can
indeed self-organize and provide sys-
tematic input to global decision-mak-
ing on food security. The CFS model
was discussed at Rio+20 as the way of
the future, not only for Rome-based
agencies, but also for other multilat-
eral bodies. The CBD would do well to
adopt a similar model of governance
and participation.

The tense conclusion of COP11
pointed once again to the North-South
divide, and the politics of biodiver-
sity. Even as Parties reached a little
deeper into their pockets, quantitative
targets for international financial flows



remained the most divisive issue at
COP11. Money from new financial
mechanisms such as Reducing Emis-
sions from Deforestation and Forest
Degradation—positioned as ways

to bridge the financial gap—has not
flowed, and the international com-
munity has become only too aware of
the flaws of financial mechanisms that
are not designed or implemented with
the free, prior and informed consent of
those they were meant to assist.

Rethinking nature

At COP11, as in the SBSTTAs lead-
ing up to it, it was apparent how a
certain view of nature has become
firmly entrenched in the proceed-
ings of the Convention. The signs of
the “financialization” of nature were
everywhere.

While there is no question that
the value of biodiversity should be
underscored, when we get into put-
ting a price on life itself, it becomes
a slippery slope: that which can be
priced can be commercialized, and
thus traded in the market. If this think-
ing is applied to biodiversity, nature
and to life itself, it changes the way we
approach the problem, and the solu-
tion. (In a side event, on the subject
of Japan’s successful efforts to save
the Ibis from extinction, a participant
asked the following question: “But
what ecosystem services does the Ibis
perform?” And, nobody blinked).

The CBD will have to work hard
to make sure that the pure financial
mindset will not drive the conceptu-

alization of its work. Otherwise, we
will see greater infusion of ideas and
schemes like natural capital, payments
for ecosystem services, and biodi-
versity offsets—all under the larger
umbrella of the Green Economy. We
would thus see a continuation in the
long tide of corporate takeover and
biopiracy, which were the reasons to
create the CBD in the first place. Let
us, however, insist that ecosystem
functions be valued for their priceless
contributions to economies, societies,
and cultures.

Rebalancing the pillars
When the CBD was created two
decades ago, it rested on three pillars:
conservation of biodiversity, its sus-
tainable use, and the equitable sharing
of benefits derived from the use of
genetic resources. At COP11, it was
apparent that it has become imbal-
anced—even with the recent emphasis
on the third pillar in Nagoya.
Currently, the attention seems to
be tilted towards conservation, with
much less attention paid to sustainable
use and the ecosystems approach. In
practice, this means that the experi-
ence and knowledge systems of those
who are at the front lines of sustaining
biodiversity through use—smallholder
farmers, fishers, pastoralists, women
and indigenous and local communi-
ties—stay marginalized. It means that
more attention is paid to restoring
degraded ecosystems, rather than con-
serving ecosystems through sustain-
able use, in situ (on farm).
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Another sign that sustainable use
is getting less attention is that agricul-
ture biodiversity and knowledge in
situ, which embodies sustainable use,
received very little attention at COP11.
It is hoped that COP12 will see a much
needed focus and consolidation of
agriculture biodiversity as, it may be
argued, the majority of the Aichi tar-
gets cannot be met without addressing
agriculture biodiversity.

Furthermore, one of the central
tenets of the CBD, the Precautionary
Principle, has seen alarming erosion
and needs to be re-instated. This
principle of sober second thought
and assessment is greatly needed in a
world where science and technology
are changing faster than we can grasp.
The Precautionary Principle must
govern technology assessment and our
approach to new and emerging issues
such as synthetic biology.

Road to Korea
The next COP is going to take place
in South Korea. Although two years
away, the road to COP12 is long. Its
stakeholders, including civil society,
must work towards meeting the many
important milestones on the way. In
order to regain balance, the CBD will
need to address the content, structures
and processes of the Convention,
working from both within and with
stakeholders. And that work should
begin now. ®

The author is Policy Director at USC
Canada, and a Board Member of the CBD
Alliance.
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seed security

Making SAARC
Seed Bank work

for local farmers
and seed system

Kamalesh Adhikari

Seed and food insecurity is a major
policy concern for South Asia. The
challenges to the seed sector in the
region range from identifying effective
strategies to conserve seeds in ex situ
(gene banks) and in situ (farm fields)
conditions to promoting exchange

of seeds for breeding of plant variet-
ies important for food security and
climate change adaptation. Member
States of the South Asian Association
for Regional Cooperation (SAARC)
have been undertaking regional efforts
to address some of such challenges.
For example, in the Fifth SAARC
Summit, held in Male in November
1990, South Asian governments had
decided to cooperate on the exchange
of expertise in genetic conservation
and maintenance of germplasm banks.
They had also agreed that cooperation
in the cataloguing of genetic resources
stored in different SAARC countries
would be mutually beneficial. In addi-
tion, they had expressed their consent
to support the proposal made by the
Group of Fifteen Developing Coun-
tries for the establishment of a gene
bank for developing countries.

A 2008 report of the SAARC Sec-
retariat and the Food and Agriculture
Organization of the United Nations
(FAO) indicates that Bangladesh
had suggested setting up a common
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regional gene bank in South Asia.

The idea was to mobilize this bank to
develop new varieties, hybrids, live-
stock breeds, and promote exchange of
germplasm on the grounds of improv-
ing coordination among Consultative
Group on International Agricultural
Research (CGIAR) centres, the FAO
and national laboratories. In April
2010, South Asian governments, in
their declaration of the 16th SAARC
Summit, agreed to promote coop-
eration for a regional seed bank in
South Asia. Consequently, at the
17th SAARC Summit held in No-
vember 2011, they signed onto the
SAARC Seed Bank Agreement, and
the Framework for Material Transfer
Agreement. The latter would be ap-
plicable to the operationalization of
the SAARC Seed Bank Agreement,
mainly for facilitating easy movement
of seed and planting materials across
South Asia.

As farming in South Asia is charac-
terized by fragmented lands and small
landholdings by poor farmers who
rely significantly on informal (tradi-
tional) system of farmer-to-farmer ex-
change of seeds, any decision to make
regional institutional arrangements to
exchange seeds and genetic materials
should not neglect the role of the tra-
ditional seed system in strengthening

farmers’ rights to seeds and traditional
knowledge. In this regard, the fol-
lowing policy concerns are important
for SAARC governments and stake-
holders in order to operationalize the
SAARC Seed Bank Agreement and the
Framework for Material Transfer in fa-
vour of the rights of local, indigenous
and farming communities.

Policy concerns
First, do South Asian governments
view the Seed Bank system only for
improved (modern) varieties or will
they also mobilize this system as a
reliable mechanism to promote the
conservation of local varieties? The
current objective of the Seed Bank
Agreement only focuses on increasing
the seed replacement rate with appro-
priate varieties at a faster rate. Other
provisions of the Agreement are also
not necessarily concerned about how
conservation of genetic resources can
be promoted to empower local farmers
to benefit from local seed systems.
Second, while developing a list
of common varieties, Article IV of
the Seed Bank Agreement recognizes
that there is a need to preserve local/
indigenous varieties but it is not clear
how and through what mechanisms
they will conserve such varieties. The
SAARC Seed Bank Board, as envis-



aged in the Agreement, will have to
work on this issue and come up with a
plan of action to promote the conser-
vation of such varieties.

Third, the Agreement calls for
maintaining quality standards of seeds
under the Seed Bank system but it re-
mains a major constraint for local and
poor farmers in the region as they lack
the capacity to meet high standards
of the formal seed system. Under
what terms and conditions of quality
standards will farmers’ varieties be
included within the Seed Bank system
is, therefore, a major issue of concern.
Harmonized seed testing and certifi-
cation, and facilitation of seed trade
within the region are two important
features of the Seed Bank Agreement.
However, whether these will only
focus on modern varieties or there will
be special measures for the consider-
ation of local varieties of seeds is an
important concern that the region’s
governments must address.

Fourth, there are provisions for
the withdrawal, release and replen-
ishment of seeds in the SAARC Seed
Bank Agreement. But how country-
specific situations—mainly in view of
the state of agriculture, farmers, and
seed and food insecurity—would be
considered is critical to addressing
the issue of fair pricing and adequate
supply of seeds. The Seed Bank Board,
based on country-specific assessments,
will have to make strategic decisions
in this regard.

Fifth, the SAARC Seed Bank Board
has been conceptualized for adminis-
tering the Seed Bank Agreement. Its
role ranges from policy making and
ensuring compliance to developing a
list of common varieties and setting
common standards and certifica-
tion rules. The provision for farm-
ers’ representation in the Board is a
welcome move and in line with the
principle of the International Treaty on
Plant Genetic Resources for Food and
Agriculture (ITPGRFA). But in South
Asia, farmers’ participation in decision
making is a political issue and thus the
governments need to find a proper in-
stitutional system to ensure that a real
farmer participates in all processes of

decision making and implementation
of the Seed Bank.

Sixth, the Framework for Material
Transfer has been conceptualized to
be in accordance with the ITPGRFA.
While recognizing the need to be sup-
portive of the implementation of glob-
al intellectual property agreements,
the ITPGRFA provides its Contracting
Parties certain flexibilities to imple-
ment farmers’ rights to plant genetic
resources for food and agriculture and
traditional knowledge at the national
level. This essentially means that for
the purposes of the operationalization
of the Framework for Material Trans-
fer Agreement, SAARC governments,
though recognizing farmers’ rights to
seeds and traditional knowledge, also
agree to abide by the global rules of
intellectual property on seeds. Hence,
South Asian governments will have to
take a balanced approach to safeguard
the interests of farmers from the
impacts of intellectual property. In this
process, the Seed Bank Board also has
to reflect upon the equity principles of
the Convention on Biological Diver-
sity, mainly in terms of provisions for
the protection of traditional knowl-
edge, and access to genetic resources
and benefit sharing.

Seventh, there is limited focus on
agriculture research and development,
including breeding of varieties that
enhance food security and ensure ef-
fective climate change adaptation. The
role of the Seed Bank in the expansion
of agriculture research and develop-
ment, including breeding of varieties
for food security and climate change

adaptation, needs to be strengthened
through programmes such as par-
ticipatory plant breeding and variety
selection of local and, if required,
other varieties.

Finally, the operationalization of
the Seed Bank and the Framework
for Material Transfer Agreement is at
the formal level and it is important
to note that the informal seed system
in the region has a major role to play
in advancing farmers’ rights to seeds
and traditional knowledge. Most of
the seed demands of farmers in the
developing world, including in South
Asia, are still being met through lo-
cal exchange and use of farm-saved
seeds. Such exchange and use system
still contributes 70-90 percent to total
seed supply. Thus, SAARC should
not undermine the community seed
system but should strengthen it with
adequate policy, legal and institutional
measures for an enabling environment
for the realization of farmers’ rights. In
this respect, the Seed Bank Board will
have to develop a set of guidelines to
promote linkages between the SAARC
Seed Bank and community seed banks.
How farmers in the region can use the
SAARC Seed Bank and the Frame-
work for Material Transfer Agreement
for the benefit of community seed
systems, including community seed
banks, needs special attention. ®

This article has been drawn from a Policy
Brief (No. 24, 2012) titled “Seed banking in
South Asia for protection of farmers’ rights”
written by the same author and published by
SAWTEE. The author is Doctoral Candidate,
Australian National University, Canberra.
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knowledge platform

Multilateral mechanisms
for technology transfer

Neither multilateral mechanisms nor strong IPR laws or international trade alone are able to
adequately bridge the technology divide between developed and developing countries.

Apurba Khatiwada

Since the origin of the concept,
technology transfer has become

a symbol as well as a substance of

the North-South divide. While there
has been almost universal agreement
that technology transfer is essential
for developing countries and that
developed countries should assist the
process, the division lies mainly in
regard to the manner in which such
transfer is to be ensured. After initially
focusing on the regulation of foreign
investment, and establishment of
government enterprises and research
institutes, developing countries started
to take multilateral initiatives to attract
technology. The Code of Conduct on
transfer of technology of the United
Nations Conference on Trade and De-
velopment (UNCTAD) was one such
example. Developed countries, on the
other hand, tried to promote the idea
that effective protection of intellectual
property rights (IPRs) would auto-
matically ensure technology transfer,
and resisted multilateral mechanisms.
The present multilateral mechanisms
that address technology transfer are,
therefore, results (compromise) of
those two contrasting positions. This
is also reflected in the nature of the
existing multilateral mechanisms,
which are characterized by the inter-
twining of issues such as protection of
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IPRs, multilateral trading rules, and
environment protection measures with
technology transfer.

Be that as it may, the obligations to
transfer technology under multilateral
mechanisms do not reciprocate with
other obligations negotiated in return
for the promise of technology transfer.
They address technology transfer in
the form of vague concessions granted
to developing countries in return for
their acceptance of clear and strict
standards of protection of IPRs, mul-
tilateral trading rules, and environ-
ment protection measures. Similarly,
obligations to transfer technology
have been defined in the form of best
effort obligations, in effect, making
strict enforcement difficult. Moreover,
recent developments suggest that the
policy space available for developing
countries regarding technology trans-
fer is also shrinking.

Technology transfer according
to the Agreement on Trade-Related
Aspects of Intellectual Property Rights
(TRIPS) evidences this trend. Devel-
oped countries that wanted strong
IPR regimes under the World Trade
Organization (WTO) advocated TRIPS
as an instrument that would promote
technology transfer in developing
countries (TRIPS Article 7). However,
the obligation to transfer technology to

the least-developed countries (LDCs)
according to the same Agreement (Ar-
ticle 66.2) has, apparently, not become
possible because it is unclear which
countries are developed or what is
meant by technology transfer!

TRIPS Article 66.2 defines an
obligation of developed countries to
provide incentives to enterprises and
institutions for the purpose of promot-
ing and encouraging technology trans-
fer to LDCs. Despite a clear and man-
datory obligation, developed countries
have failed to abide by the provision.
According to the TRIPS Council, only
21 countries have reported that they
have abided by the obligation under
Article 66.2. On an average, 13.5 devel-
oped countries have submitted yearly
reports during the period 1999-2010.
Moreover, according to Moon (2011),
among the reported policies and pro-
grammes, a mere 42 unique policies
and programmes qualify as transfer
of technology to LDCs during the said
period.! Such a poor state of technol-
ogy transfer is disappointing and
represents the failure of developed
countries to uphold their side of the
promise. In addition, insertion of
TRIPS-plus mechanisms in regional
trade agreements and impending
TRIPS-plus multilateral mechanisms,
such as the Anti-Counterfeiting Trade



Agreement, threaten to reverse the
compromise and whatever successes
developing countries have been able
to garner in regard to technology
transfer. Consequently, they will also
further shrink the policy space avail-
able for developing countries to attract
technology in the future.

Multilateral environment agree-
ments (MEAs) have also been largely
ineffective on this issue. Unlike TRIPS,
MEAs provide vague provisions in
the form of best effort obligation. The
United Nations Framework Conven-
tion on Climate Change (UNFCCC)
and the Montreal Protocol on Sub-
stances that deplete the Ozone Layer
(the Montreal Protocol) have tried
to ensure firm commitments from
developed countries to transfer
technology by making substantive
obligations of developing countries
conditional upon technology transfer
by developed countries. Again, the
obligation to transfer technology has
been couched in vague terms, making
it difficult for developing countries
to demand reciprocal fulfilment of
obligations. On the other hand, due
to the best effort nature of the obliga-
tion, the enforcement of the provision
depends upon the discretion of source
countries. Moreover, given the nature
of the technology involved and the
vastness of the problem, in respect to
the UNFCCC, it is extremely difficult
to specify the exact nature of technol-
ogy. In short, even with conditional
obligations, technology transfer has
not been possible.

The technology transfer arrange-
ment under the Montreal Protocol
is often cited as a success. However,
authorities are still far from clear in es-
tablishing causation between techno-
logical development in the post-Mon-
treal Protocol era and the Montreal
Protocol. Other MEAs that have dealt
with the issue of technology transfer
include the Convention on Biological
Diversity, the Stockholm Convention
on Persistent Organic Pollutants, the
United Nations Convention to Combat
Desertification, the International
Treaty on Plant Genetic Resources for
Food and Agriculture, the Basel Con-

vention on Hazardous Waste, and the
Convention Strengthening the Inter-
American Tuna Commission. Again,
the provisions in those instruments
are uncertain and their enforcement is
difficult.

The failure of negotiations on the
UNCTAD's Code of Conduct, per-
haps, marks the biggest setback for a
multilateral regime on international
cooperation and standards of tech-
nology transfer. Such a regime could
have, at least, avoided the present
uncertainty regarding international
obligation by elevating technology
transfer as the primary objective of
a multilateral regime rather than a
by-product of acceptance of other
multilateral regimes by developing
countries. Similarly, such a specialized
regime could have also ensured, inter
alia, predictable and substantive mini-
mum standard of technology transfer,
institutional arrangements to ensure
proper implementation of the obliga-
tions, management of resources, and
identification of priorities.

Multilateral mechanisms singular-
ly, however, cannot ensure technology
transfer. But neither strong IPR laws
nor international trade alone are able
to adequately bridge the technology
divide. Similarly, a purely bilateral
or ad hoc system cannot be sustain-
able for technology transfer owing to
the high costs involved and the range
of technologies needed. An effective
multilateral mechanism coupled with
strong domestic policy, investment en-
vironment, absorptive capacity, inter-
national trade, IPR laws and effective
competition policies, among others, is
essential to remedy the present poor
state of technology transfer.

Notably, the obligation of technol-
ogy transfer is clearer and mandatory

Due to the best ef-
fort nature of Arficle
66.2 of TRIPS, its en-
forcement depends
upon the discretion of
source counfries.

under the TRIPS Agreement than in
other WTO Agreements, such as the
Agreement on Technical Barriers to
Trade, the Agreement on Sanitary and
Phytosanitary Measures, the General
Agreement on Trade in Services, the
Agreement on Subsidies and Counter-
vailing Measures, and MEAs. Despite
this, the equally poor state of technol-
ogy transfer across the multilateral
mechanisms, in which developing
countries had invested their hope

and compromised their positions,
demonstrates fundamental problems
regarding the seriousness with which
developed countries have perceived
and implemented their obligations to
transfer technology, and the effective-
ness of such mechanisms.

Although supported by the WTO
dispute settlement rules and the
UNEFCCC, legal remedy in the form
of retaliation in the case of the TRIPS
Agreement and avoidance of substan-
tive obligations under the UNFCCC
may not be practical and effective.
There is no other option than to abide
by the obligations under multilateral
mechanisms in good faith. Bring-
ing clarity and predictability to the
concept and standards of obligations
can assist the process. This, in turn,
can be done by agreeing on minimum
standards of technology transfer, and
as recommended by Moon (2012)?, in
the context of the TRIPS Agreement, a
robust monitoring mechanism in the
form of a small international expert
group can assist in bringing clarity
to obligations as well as in setting up
institutional /expert support in the
transfer process. B

The author is an Advocate based in
Kathmandu.

Notes

' Moon, Suerie. 2011. “Meaningful tech-
nology transfer to the LDCs: A proposal
for a monitoring mechanism for TRIPS
Article 66.2”. Policy Brief 9. Geneva:
International Centre for Trade and Sus-
tainable Development (ICTSD).

2 Moon, Suerie. 2012. “Monitoring mecha-

nism is needed to ensure technology
transfer to LDCs”. Trade Insight 8(1).
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R Ford Denision, currently at the
¢ Department of Ecology, Evolu-
tion and Behaviour in the University
of Minnesota, has crafted an engaging
book that uses plenty of examples

to explain the implications of past
and future evolution for agriculture
research. It gives concrete suggestions
on new areas in agriculture research
with great potential after calling out
research areas likely to lead to dead
ends. For any researcher in the field,
this book is a real contribution.

A good understanding of evolution
and the process of natural selection is
crucial for making genuine progress
in agriculture. Yet, as this book points
out, deeper implications of evolution-
ary biology, or Darwinian Agriculture,
have not been internalized widely by
researchers in the field. These implica-
tions follow from three core yet simple
principles for Darwinian Agriculture
espoused by the book: i) prolonged
natural selection rarely misses simple,
trade-off-free improvements; ii) com-
petitive testing is more rigorous than
testing merely by persistence; and iii)
we should hedge our bets with a great
variety of crops—and ideas.

The first principle raises serious
questions about the approach in bio-
technology. Biotechnology promises
crops with drought tolerance and with
higher toxin production to repel pests.
Traits like drought tolerance and toxin
production are simple enough to have
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arisen several times in the history of
plant evolution. Yet they do not persist
in all plants because there are trade-
offs in having these traits in terms of
the plants” overall energy budget. So
trade-off-blind biotechnology is likely
to fail spectacularly.

Likewise, the second principle
implies that one should refrain from
mimicking nature blindly, especially
when it comes to assemblages of dif-
ferent species in ecosystems. Natural
selection works on individuals and not
on composition of species in an eco-
system. It is just as easy to find mon-
oculture in nature as is polyculture.

So simply copying the assemblage of
species in a natural ecosystem is not a
good guide to how we should manage
our agriculture systems.

Where Darwinian agriculture has
promise is in areas that have not been
subject to natural selection. In agricul-
ture, we are concerned about the yield
of an entire field and not the produc-
tion of a single plant. While natural se-
lection pits one plant against another
of the same species, in agriculture we
need crop plants to collaborate rather
than compete. So the adaptive trait
of stem elongation in the wild that
allows individual plants to outgrow
its neighbours and get more sunlight
limits its own potential for production
as well as of the neighbours it shades.
In a field, what we want are dwarf
plants that maximize the solar energy

Understanding evolution can
Improve agriculture

Title: Darwinian Agriculture: How Understanding Evolution Can Improve Agriculture
Author: R. Ford Denison
Publisher: Princeton University Press
ISBN: 978-0691139500

across the field rather than individu-
ally. Hence, working on plant-to-plant
cooperation as well as learning from
symbiosis in nature are important.

Finally, the book argues for the
need for hedging our bets by diver-
sifying the crops we use, instead of
relying only on a few major cereals.
The book also recommends research
in a diversity of ideas rather than a
few silver-bullet solutions such as
biotechnology. Denison expresses
grave concern on the disproportionate
amount of funding in biotechnology
at the expense of other fields such as
agronomy, crop physiology, weed
ecology and traditional plant breeding
that have had a better track record in
agriculture development. If biotech-
nology fails, what else will we have to
revert back to?

Readers from either side of these
divisive issues will find their beliefs
challenged and undermined. A little
bit of discomfort is expected. But after
shaking these beliefs, Denison pro-
ceeds to do something more produc-
tive and suggests some really practical
ways to improve the way we should
think about the problems in agricul-
ture research. And that is the true
achievement of this book. =

The reviewer is Coordinator for
Programme on Biodiversity & Ecosystem
Services for Sustainable Livelihoods at
Local Initiatives for Biodiversity, Research
and Development, Pokhara.



network news

Regional Consultation on Trade,
Climate Change and Food Security

SAWTEE and Oxfam Novib organized

a two-day Regional Consultation on
“Trade, Climate Change and Food
Security in South Asia” in Kathmandu
on 20-21 December 2012. Participants
from around the region called for
policies and strategies to cope with
the impacts on agriculture and food
production from high temperature
increase. They also called for simplify-
ing the operational modalities of the
SAARC Food Bank and making them
more pragmatic for member countries
to benefit from it in times of need.
They stressed the need for effective
enforcement of competition laws in
the region to curtail anticompetitive
practices that are fueling food-price
inflation, and increased cooperation
on trade, technology transfer and
climate change adaptation. About 50
experts from Bangladesh, Bhutan,

India, Nepal, Pakistan and Sri Lanka
participated in the programme. The
discussions during the programme
covered issues such as the Doha
climate conference and global climate
negotiations; SAARC Food Bank;
SAARC Seed Bank; liberalization of
environmental goods; regional trade

Panel discussion at CBD COPI11

A panel discussion on “Climate
change, agriculture biodiversity

and food security” was organized

by SAWTEE on the sidelines of the
11th Conference of the Parties to the
Convention on Biological Diversity,
held in Hyderabad, India in October.
More than 100 participants represent-
ing governmental, inter-governmental
and non-governmental organizations
participated in the panel discussion.
The conclusion of the discussion was:

Biodiversity is a natural insurance
policy against climate change and crop
biodiversity plays an important role in
climate adaptation as well as mitiga-
tion; therefore, at the present time
when increasing importance is given
to modern agriculture that emphasizes
mono-cropping and use of chemical
fertilizers, among other things, it is
important to put greater emphasis in
the conservation and sustainable use
of agro-biodiversity. ®

Future of sustainable development

THE Sustainable Development Policy
Institute’s 15th Sustainable Develop-
ment Conference was held in Islam-
abad from 11-13 December 2012. The
theme of the Conference was “Sustain-
able development in South Asia: Shap-
ing the future”. Delegates from South
Asian countries as well as from 15

other countries around the world de-
liberated on various issues, including
food and energy security, impact of
climate-driven migration on women,
sustainable enterprises, environmental
risks, non-tariff barriers, livelihood
options in fragile and conflict-affected
situations, and climate change. ®

Reglonal Consultation on
TRADE, CLIMATE CHANGE
AND FOOD SECURITY IN SOUTH ASIA

in agriculture and food products;
biofuel and food security; and technol-
ogy transfer, among others. The event
was part of the Regional Programme
“Trade, Climate Change and Food
Security in South Asia” that SAWTEE
is implementing with the support of
Oxfam Novib. ®

Capacity building
on eco-labels

IN view of the growing impor-
tance of and challenges posed by
eco-labels in the textiles and cloth-
ing (T&C) sector and possible
impact on the export interests of
the sector, CUTS International,
along with its knowledge partner
Nimkar Tek Services Pvt Ltd.,
conducted capacity building pro-
grammes on this issue in five ma-
jor textile centres in India, namely
Delhi, Mumbai, Coimbatore,
Ahmedabad and Ludhiana from
October through December 2012.
The purpose of the pro-
grammes was to create greater
awareness on the subject and to
better equip Indian T&C firms
on eco-compliances/standards,
which is expected to enhance their
market access opportunities. ®
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South Asia Watch on Trade,
Economics and Environment
(SAWTEE) is a regional network
that operates through its secre-
tariat in Kathmandu and member
institutions from five South Asian
countries, namely Bangladesh,
India, Nepal, Pakistan and Sri
Lanka. The overall objective of
SAWTEE is to build the capac-
ity of concerned stakeholders

in South Asia in the context of
liberalization and globalization.
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