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Covid-19 And Foreign Trade

How to ensure Indian exports survive the churning and pick up steam

Chandrajit Banerjee

The global spread of
Covid-19 has Dbrought
about an unprecedented
halt to activity in all
major economies. WT'0o
- has forecast global trade
volumes to drop sharply by 1332%,
which has not been seen before in the
modernera. The situation isso fluld that
most of us hesitate to put a number to
growth projections for 2020-21.

Companies dependent on foreign
trade are especially vulnerable in these
times, India’s biggest export markets -
the EU and US - have extended lock-
downs in place. Already, between April
2019-February 2020 for the perlod before
the lockdown, India’s merchandise
exports declined by 1.5% over the same
period last year while imports declined
by 7.3% 1o $436.08 billion.

As the world battles Covid-19, we
must take care to sustain our export
markets and ensure that lockdown does
not translate into loss of outward bound
goods. As a first step, the government
hasprovided a welcome extension of the
forelgn trade policy incentives which
were toexpireon Aprill.

Asan Immediate measure to protect
exports, CII has suggested that exports
be classified under essential services so
that they can operate with free move-
ment of cargo across states, Dolays In
filing of bills of entry and payment of
customs duties should be givenm a one-
time relaxation of three to six months.

A key issuefacing exporters is credit
access, The oxtension of the interest
subveniion scheme available for MSME
exporters could be announced immedia-
tely Further, to tide over the current
crisls situation, the scheme could be
extended toall exportersas well asthose
manufacturing mainly for exports. For
importsrelated toexports, banks need to
prioritise credit documents and provide
special cash credit funding.

Most natlons are proactively suppor-
ting their exporters during these difficult
times. For example, China increasad
export refund facilicy by 2% recently Such
moves make Indlan goods less competitive
in global markets and must becompensated

through anadditional duty drawback ofat
least 3% for the next six months t0 avert
mass closure of enterprises.

Anotherchallenge for exporters due to
the current lIockdown measures is delays
in clearances of import containers
which attract Increase in demurrage
and container freight statlon charges.
Such charges should be waived to avoid
cost escalation, along with relaxation in
time for submission of documents. Some
facilities, such as exports Inspection
council which provides certificates of
origin, need to continue operations to
avold delays 1n exports.

Certain ports and airports should be
specifically identified for handlin
g exports on priority basis. To ensure
that goods reach these exit points, self-
certification should be considersd as
valld for Inter-state movement.

Clearly, the current geographic
conflguration and concentration of global
value chains will dramatically reorient
due to the pandemic. The sourcing and
import disruptions that have ocourred
asa resultof Covid-19mean thatcountries
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willbeseeking todiversify their markets
and sources of imports. This will also
nead tobe taken up multilaterally
India stands a good chance to bhe
able o leverage the evolving irend if it
makesstrong efforts toexpand itsexport
basket and reduce domestic loglstics
and procedural costs. To diversify
exports, agricultural products present
a pood opportunity The agriculture
ministry has identified 21 products
wiich could be prioritised.
a fiew countries per product
and meeting thelr specific standards
and sanitary and phytosanitary import

requirements alsoneads attention - this
can be done through a government
industry standards taskforce, Given
alr travel disruptions, the government
could consider Instituting special
flights with appropriate sanitary and
disinfectant provisions to enable ex-
ports from the horticultre, floriculture
and processed food sectors.

Two, meat, poultry and fisheries
sector could see enhanced exports as
well. Trade facilitation by simplifying
farm registration procedures for greater
traceability and making antibiotic
testing easler 1s required. Easy access to
cold storage and warehousing facilities
in marine or other food parks at
concessionary rates would also be
helpful, as would greater avenues to
enable processing and value addition.

Three, India has been called the ‘worid's
pharmacy” because of the dominance
and quality of its generic medicines. Its
supply of drugs to fight Cowid-19 to the
US and Brazil was a welcome move as
It strengthened the [ndia brand as a
reliable source of pharma products,

The government has announced an
Incenitve programme of Rs 10,000 crore
forspurringdomestic APl productionand
Intheshortterm, importsof APTcouldalso
be considerad for ramping up manufactu-
ring for domestic use and exports. Alter-
native sources of APIs such as Japan,
Canada, the Netheriands should espacially
be explored. Indian pharmaceutical and
blotech firms could also look at collabora-
tion with global peers secKing to roll out
the new Covid-19 vaceine and treatment
medications. For both clinical rials
and quality manufacturing, Indla could
pPosition itself as the ideal parinern.

Over the medinm term, global trade
governance will emerge as a critical
area for the world to work on in order to
minimise disruptions and coordinate
actions. This can only be done collectively
and strengthening the WTO would be
the best mechanism to achieve this.

Indian industry remains fully com-
mitted to working with the government
to navigate these uncertain times and
Degin theprocess of realising India'sfull
potentialin irade
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