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tributes labour most
effectively and most economically: while, by increasing the
general mass of productions, it diffuses general benefit, and
binds together by one common tie of interest and intercourse,
the universal society of nations throughout the civilized world.2
- David Riccardo

The preventive and protective measures taken by various nations
during the novel coronavirus (COVID-19) pandemic, which has affected
187 countries and claimed 251,562 lives as of May 5, 2020,3 have
triggered a protectionism versus free trade debate. The economic
implications of COVID-19 are manifold, with international trade being an
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important facet. Lockdowns and restrictions on movements have
interfered with labour supply and mobility, which have in turn caused a
halt in production and disrupted supply chains globally.4 The World Trade
Organization (WTO) predicts global trade to fall by 13 to 32 per cent in
2020 as a result of the extremely high uncertainty associated with COVID19.5 This crisis is being likened to the 2008 global financial crisis. Just like
international trade never resumed its previous trend after 2008, it is highly
unlikely, even in the most optimistic scenario that trade will resume to its
earlier trend once the pandemic is contained.6
With the Indian economy spiralling down recently, economists
were counting on the last quarter of the current financial year for
recovery.7 However, the spread of COVID-19 and the subsequent
stringent measures, including a national lockdown, have led the economy
to a level from where recovery looks like a distant dream. The lockdown
has created a supply slump by bringing the production of non-essential
goods and services to a standstill.8 On the demand side, there has been a
significant fall because of decreased employment and income levels
coupled with the postponed purchases due to low confidence levels amidst
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the uncertainty.9 There has been a substantial decrease in Indian exports as
well as imports. In April 2020, the exports were estimated to be as low as
$27.96 billion, a fall of 36.65% in comparison to April 2019.10 The
imports were estimated to be $ 27.80 billion in April 2020, a decrease of
47.36% with respect to April 2019.11 Thus, COVID-19 might have long
drawn, perceptible negative effects on the Indian economy.

To avert the world economy from a global recession, governments
worldwide have come up with a number of measures. A direct outcome of
the pandemic is the export restrictions and elimination of import tariffs on
certain goods. For instance, the European Union exempted VAT and
import duties on the import of certain goods in the context of the
pandemic.12 More than 80 countries have imposed export restrictions
covering medical supplies, with some countries also extending the
restrictions to food supplies, and even toilet paper.13 A case in point is the
United States, which used to be at the forefront of trade liberalization. But
in the times of COVID-19, the Trump administration has imposed tariffs
worth $5 billion on the import of medical supplies from China and has
asked the American companies to restrict the supply of face masks to
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South American countries and Canada.14 Similarly, France and Germany
also banned the export of medical supplies, and were condemned for not
helping virus ravaged Italy.15 Measures like these, along with supply
disruptions in various nations, have adversely affected international
trade.16
India has also resorted to export restrictions and import promotion
of certain medical and surgical equipment, from as early as January
2020.17 For instance, import of ventilators, face masks, Personal
Protection Equipment (PPE) etc. have been exempted from customs duty
and health cess till September 30, 2020.18 However, several export
restrictions have since been relaxed. Most notably, the export of
hydroxychloroquine, which had initially been banned, was subsequently
allowed stating humanitarian grounds as the reason.19
In April 2020, India amended its Foreign Direct Investment Policy
such that overseas investment by any entity of a country sharing a land
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border with India would require prior government approval.20 Since China
neighbours, a
presumptive but plausible explanation of the amendment is that it is a
protectionist measure against the recent increase in Chinese investment in
India.21 India has also been actively promulgating relief policies to
facilitate trade, such as, inter alia, extending the Foreign Trade Policy for a
year,22 giving temporary relaxation with respect to Foreign Portfolio
Investor requirements,23 and launching a digital platform for issuance of ecertificate of origin to exporters.24 Export oriented units have been
exempted from the lockdown from April 20, 2020.25 To ensure regular
supply, the Ministry of Shipping has suggested not imposing any
additional container detention charges in respect of export and import
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shipments over the Free Time Agreements. The Ministry has also advised
shipping lines against the application of any additional charges.26
The Organisation for Economic Co-operation and Development
(OECD) recommendations for trade facilitation during the COVID-19
pandemic, wherein trade costs have risen, are threefold. Firstly, make all
trade related formalities transparent and accessible; secondly, expedite
standard formalities to make room for COVID-19 related controls; lastly,
digitize processes as much as possible.27 Indian policies, such as allowing
e-certificates and other relaxations, conform to these recommendations.
India has also ratified the Trade Facilitation Agreement, and has
manifested it in its National Trade Facilitation Action Plan.28 These
measures help not only in accelerating trade, but also in reducing physical
contact. While the OECD has called for international cooperation in the
form of, inter alia, removing trade restrictions,29 the WTO has stressed
upon transparency in trade during these uncertain times.30

Deborah Elms, the Executive Director at Consultancy Asian Trade
Centre, has stated that adopting trade restrictions and prioritizing the
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Countries have

been resorting to protectionist measures, mainly with the aim of securing
adequate supplies for their residents. They are striving to maintain the
stability of prices and to fend off the fear of shortage in domestic
markets.32 WTO allows levying of tariffs in cases where a domestic
industry has suffered. In the present scenario, this is easy to prove.33
However, there is emerging fear that this provision may be misused by
governments in order to support their favoured sectors or industries.34
Nations might try to negate the competition from foreign players by
imposing tariffs. Additionally, governments worldwide have been
allocating trillions of dollars to sustain domestic companies.35 This state
intervention is perceived as an anti-competitive practice. Many countries
might

retaliate

through

imposing

an

anti-subsidy

tariff

called
of

protectionist sentiments.36
However, economists have warned about the perils of adopting
protectionist measures in the current circumstances. Protectionism results
in a shortage of supply, which leads to increase in prices. Dan Ikenson, the
director of Herbert A. Stiefel Centre for Trade Policy Studies, has rightly
31
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Protectionist measures at a time like this will only intensify the
conundrum of supply disruptions. According to Aaditya Mattoo, the Chief
Economist for East Asia and the Pacific Region at the World Bank, the
39

This follows from the fact that more often than not,

protectionist policies invite retaliation, as seen in the ongoing US-China
trade war.
At present the competition market forces are already structurally
restricted because the concentration of production of PPEs and medicines
is in the hands of a few countries.40 Thus, many countries depend on
others to combat the virus, and restricting trade would adversely affect the
quality of health care in these countries at the time of a health
emergency.41

With proactive and flexible policies, India can emerge as a winner
in the course of the current pandemic. It is imperative that India seizes this
opportunity, wherein China, one of the largest global exporters, has lost
international trust. The companies that are moving out of China should be
incentivized to move to India. For this, India is planning to create a land
37
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pool, almost double the size of Luxembourg.42 The government has
introduced the Companies (Amendment) Bill in March 2020, which, inter
alia, decriminalizes minor non-compliances under the Act. This has been
done with the sole objective of
of Doing Business Index.43 For the same purpose, the government has also
formed a central task force, which has been trying to provide incentives by
making judicial procedures smoother and allocating land to the
companies.44 While the recent amendment to the FDI Policy helps in
preventing opportunistic acquisitions by Chinese companies, there is also
a need to ensure that India does not miss out on greenfield investments.45
Before formulating trade policies, the foremost priority in a health
emergency is to ensure proper supply and distribution of necessary goods
in the country, to keep the workforce in good health and working ability.46
It is also pertinent for governments to be mindful of the probability of a
second wave of COVID-19 and take long term and far sighted measures.47
Further, the agenda of free trade should be kept in mind. The World Bank
has been stressing on the need of providing aid to different countries on
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the basis of producer comparative advantage.48 Free trade will ensure an
efficient production of essential goods and services along with its proper
supply to the countries that need them the most.49
India should promote liberalization of trade through tariff
reductions. This should be done not solely for medical and surgical
equipment, but also for intermediate goods. This can help in the reduction
of production costs, which in turn will lead to cheaper exports. Incentives
like employee retention in the export sector can further help in promoting
trade. Other measures to facilitate trade could include time relaxations in
documentation and waiving off demurrage and container freight charges.50
Micro, Small and Medium Enterprises (MSMEs) play a major role in
for MSMEs should be expanded in scope and extended over time.51
Infrastructure facilities need to be strengthened in order to avoid
delays in exports. The government should designate certain ports and
airports for specifically managing exports. It should also aim at assisting
trade through deploying special flights.52 The Confederation of Indian
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Industry has advised that exports should be added to the ambit of
53

India should place strategic focus on trading with those countries,
which are receptive to non-Chinese trading partners, and with whom it has
good bilateral relations. It should also focus on importing countries less
affected by the virus, as their demand would be relatively unaffected. For
the short term, India should prioritize exporting goods that have a less
elastic demand, such as textiles.54 In addition, India should also focus on
exporting components of different electronics because of their high Gross
Merchandise Value.55 After suffering from Chinese supply disruptions,
India should diversify its imports. The reorientation of global value chains
will create a potential for India to emerge as one of the largest players.56
With an increasing number of countries adopting protective measures visà-vis food products, there is a lurking fear of food shortage amongst
countries that rely on food imports. In such circumstances, India should
strive to increase its agricultural exports.57 Another area that needs
attention is virtual trade in services, which do not require physical
movement.58 To achieve these ends, there is a need for enhanced
cooperation through economic diplomacy and coordinated actions with
world leaders and global players.
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In conclusion, it must be asserted that protectionist measures at this
point will specifically affect the developing nations that are dependent on
others for the import of medical supplies. Imposition of trade barriers will
make trade unreliable. During these unprecedented and uncertain times of
the COVID-19 pandemic, free trade should be the guiding principle.
Policies should focus on expanding the scope of exports and tapping
available opportunities. While India has proved that Indian lives cannot be
compromised, Indian livelihoods need saving. This is a critical time for
India. It needs to frame policies that will egg the economy on the path of
stability and growth. India needs to capitalize on the changing dynamics of
the global economic structure as China is beginning to lose its prime
position. Finally, the words of Walter Block must not be forgotten,
Protectionism is a misnomer. The only people protected by tariffs, quotas
and trade restrictions are those engaged in uneconomic and wasteful
activity. Free trade is the only philosophy compatible with international
peace and prosperity.
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