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FIRST TAKE
Combating Protectionism: The global economy continues to
remain vulnerable. Even as countries re-align and form new
groupings to discuss new challenges, they continue to look
inwards to develop and sustain a strong domestic industry.
The move to protect and develop local industry is not new
but has seen a huge spurt in the recent years. In a recent
meeting of the Committee on Trade-Related Investment
Measures (TRIMs) of the World Trade Organization
(WTO)several member countries lodged complaints on what
they called the ever-expanding local content requirements
in multiple areas—including mobile and medical devices,
retail, automobile and pharmaceutical products-- imposed
by Indonesia and Russia. A regulation adopted in 2019 by
Russia, for instance, even mandated the pre-installation of
Russian software on technically complexed goods.  

Easing IP: The developing world is looking at how to ease
the restrictions imposed through various means to ensure
that they have access to innovative products, especially in
health care. India and South Africa came up with a proposal
at the WTO in this regard. The two nations have said that the
intellectual property (IP) system is meant to provide a
balance between providing incentives for bringing about
innovation and rewarding creativity and promoting the
broader public interest. But the IP system also interacts with
other legal systems. In the area of public health, IP
objectives must also be balanced. Therefore, New Delhi and
Pretoria are of the view that WTO Members must agree to
waive some of the obligations on protection and
enforcement of patents and other intellectual property rights
during the Covid-19 pandemic. This edition of Policy Pulse
goes beyond the impact of the pandemic and looks at other
issues that are impacting countries across the globe. It tries
to provide information from various parts of the world on
issues ranging from regulations to new trade agreements on
the anvil.
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Source: OECD Economic Outlook, September 2020
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The WTO Agriculture committee meeting held in
September took up several important issues for
member countries. The following issues were
discussed in the two-day meeting. 

Brexit and Border Control: With the end of Brexit
transition period on 31 December 2020, new border
control measures are expected to take effect. Non-
EU countries like Brazil, New Zealand, Paraguay,
Uruguay and Australia had raised concerns on new
measure may result in additional checks for
importation of products. 
However, the UK has clarified that the import
controls for trade of products from non-EU
countries remains unchanged. It stated the new
requirements are related to live animals, germinal
products, plants and plant products and for
products of animal origin and animal by-products. It
also stressed the new border controls will be
applied according to a risk-based assessment which
currently applies to all other members.

China Seeks Details of US-EU Deal: China asked
the EU and the US to provide more information on
their new trade-facilitating package to eliminate or
reduce customs duties covering approximatively
US$ 200 million in EU and US exports. While the EU
is proposed to provide tariff eliminations on lobster,
the US is set to provide the duty relief for products
like prepared meals, certain crystal glassware,
surface preparations, propellant powders, cigarette
lighters and lighter parts. The proposal still needs to
be approved by both the EU’s Parliament and
Council.

Paraguay Questions EU’s “box painting” in its
Green Deal Push: The EU’s subsidies to support
organic farming, categorized as green box support
in EU’s notifications to the WTO, were closely 

questioned by Colombia and Paraguay.
Colombia cited one EU study which states
organic farming might actually have adverse
effect on biodiversity. Under this logic,
Paraguay said if the measures are not
environment programme then the EU will
need to report these to the WTO. The EU
maintained the push for organic farming is
part of the grand EU Green Deal and the EU’s
ambition to achieve the transformation of
farming in line with the UN’s Sustainable
Development Goals in the long run. The
objective of organic farming support is
clearly for the good cause of environment
protection, not for the economic benefit.
Brazil, Costa Rica and the US also shared
members’ concerns and the US said the EU
needs to ensure such support fits the
commitments of the EU at WTO to keep
these out of any reductions.

India’s Agricultural Policies in Spotlight:
Questions were posed to India regarding its
multiple agriculture policies and
transparency issues arising from its new
domestic support notifications. 
The issues raised included India’s
quantitative restrictions on pulses, subsidies
for the sugar industry, export subsidies
through its transport and marketing
assistance scheme, among others. The US,
the EU, and some Cairns Group members
such as Canada, Brazil and New Zealand,
were among the most vocal challengers to
India’s agriculture policies. India said it had
already explained the legal basis of its
measures pertaining to quantitative
restrictions on certain varieties of pulses in
previous responses. 
Addressing members’ concerns on the trade
impact of India’s sugar policies, New Delhi
shared some detailed information on sugar
production: sugarcane production during the
2020-21 sugar season is projected to be
3,900 lakh Metric Tonnes (MT), of which 3000
lakh MT is expected to be crushed by sugar
mills to produce about 305 lakh MT of sugar.
It said the government fixes the price of 

WTO UPDATES
WTO Agriculture Committee
Meetings: UK, USA, China, EU
and India among countries
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ethanol to encourage sugar mills to plan the
diversion of intermediate sugar products and that
the Indian government has not made a sugar
export forecast for the 2020-21 sugar season. With
regard to export subsidies for the transport and
marketing assistance scheme, India said the
scheme “aims to provide assistance for the
international component of freight and for the
marketing of agricultural produce, and therefore, it
is compliant with the WTO’s Nairobi Ministerial
Decision,” which allows developing countries to
provide export subsidies until the end of year
2023.

Services Trade Barometer Signals Resilience in
Key Sectors amid Overall Decline: World services
trade likely remained far below trend through the
second quarter of 2020 amid the economic fallout
from COVID-19.The latest reading from the WTO
Services Trade Barometer shows modest gains in
some key sectors, suggesting a degree of
resilience in the face of the pandemic. While the
17 September reading of 95.6 was the weakest on
record for the index, and significantly lower than
its baseline value of 100, the barometer’s
measures are in aggregate outperforming recent
trends in actual services trade, a gap that in the
past has preceded a positive shift in trade
momentum. 
Most of the barometer's component indices
remain below trend but some show signs of
bottoming out. Passenger air transport (49.2) has
been hardest hit by the pandemic, with the
biggest decline ever recorded for any of the
barometer's components, reflecting the
precipitous drop in travel linked to COVID-19 and
efforts to stop its spread. The contraction in this
sector has been sufficiently large as to weigh on
total global services trade, though it appears to
have stabilized recently. Indices representing
container shipping (92.4), construction (97.3), and
the global services Purchasing Managers' Index
(97.0) also show signs of turning around. The
upturn in the PMI is noteworthy since it is the most
forward-looking component of the services
barometer. Meanwhile, the ICT services index
tumbled to 94.6 despite robust demand for these
services during the pandemic. 

The financial services index (100.3) was the
sole component index that remained on trend
as of mid-September. The services trade
activity index, which provides an approximate
measure of the volume of world services
trade, registered a year-on-year decline of
4.3% in the first quarter of 2020. While the
index is expected to remain below trend into
the second half of the year, a recovery in
passenger air transport would make a
powerful contribution to a turnaround.
The Services Trade Barometer highlights
turning points and changing patterns in world
services trade. Unlike its counterpart for
goods, the fluctuations registered by the
services indicator coincide with movements in
actual trade flows, rather than anticipating
them.  
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FTA & OTHER UPDATES

The EU member countries decided to approve a
preliminary free trade deal with Mercosur bloc
consisting of Argentina, Brazil, Paraguay and
Uruguay. This deal which was announced last
year was finalised after two decades of
negotiations and it is undergoing legal
consultations following which the ratification
process may begin. However, EU member
countries have raised concerns on the alarming
rate of Amazon deforestation and aligning the
deal with the Paris Agreement. The EU is focused
on ensuring the Mercosur bloc meets the
environment standards particularly in terms of
agricultural and food products[1].

The G20 Presidency – Saudi Arabia has
announced that the 2020 G20 Leaders’ Summit
will be held virtually on 21-22 November 2020.
The head of this Gulf nation, King Salman will
chair the Summit[4]. During the virtually held
meeting between the G20 foreign ministers, India
proposed the ‘Voluntary G20 Principles on
Coordinated Cross-Border Movement of People’
with 3 main elements including test procedures
and universal acceptability of test results,
quarantine procedures and movement and transit
protocols[5].
Further, to the run-up of the upcoming Summit,
G20 Academies of Science has presented
“Foresight: Science for Navigating Critical
Transitions” to the G20 Presidency[6]. Among the
10 recommended actions for G20, the notable are
transitioning global efforts on ongoing Covid-19
tackling situation to internationally collaborative
framework to monitor, and respond to future
pandemics, promote advanced therapy and
precision medicine in relation to technology, cost
and accessibility, promote circular designs of
materials and energy systems through advancing
the 3Rs (Reduce, Reuse, Recycle) and renewables
towards zero carbon emission, etc. These raise
expectations on the outcome of the forthcoming
Summit for businesses.

EU Trade Pact with
MERCOSUR

African Market: Trade Dispute
or Integration?
Kenya has decided to impose 25% tariff on
products of Egypt when trade seems to normalize
in the Covid 19 pandemic situation[2]. This Kenyan
action stems from its threat to withdraw from the
COMESA Agreement existing between 21 African
member states. Kenya is pushing for the
enforcement of the Tripartite Free Trade Area
Agreement (TFTA) which would facilitate in
leveraging the customs exemptions in the region.
TFTA is an inclusion of COMESA, East African
Community (EAC) and South African Development
Community (SADC) agreements[3]. TFTA was
scheduled to enter into force on early 2020,
however, it has been delayed as certain countries
are yet to sign. 

[1] https://apnews.com/article/global-trade-south-america-free-trade-deforestation-europe-e460c9026562cad2221aa54314588bfe
[2] https://www.al-monitor.com/pulse/originals/2020/09/egypt-kenya-tax-imports-africa-trade-war.html
[3]https://www.tralac.org/blog/article/14248-the-institutional-arrangements-of-the-tripartite-free-trade-area.html
[4]https://www.arabnews.com/node/1741016/saudi-arabia
[5]https://www.dnaindia.com/india/report-g20-meet-india-suggests-three-point-proposal-calls-for-protecting-interests-of-foreign-students-2841055
[6]https://www.leopoldina.org/uploads/tx_leopublication/2020_S20_Saudi_Arabia_Communique.pdf
[7]https://g20.org/en/media/Documents/G20SS_Communique_TIMM_EN.pdf

G20 Trade and Investment
Ministerial Meeting
During the ministerial was that held virtually[7]the
G20 has assured to continue co-operation on
encouraging greater international
competitiveness of MSMEs. It recognized the 
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need for a robust supply chain at all levels
national, regional and global in case of pharma
and health related products. By acknowledging
the importance of digital economy’s contribution
to trade in the background of Osaka Leaders
Declaration and the Tsukuba Trade and Digital
Economy Ministers Statement, the group commits
to strengthen the Work program on E-Commerce
at the WTO. Further, it recognized the need to
foster investments in critical medical supplies and
equipment and sustainable agriculture
production. To increase MSMEs participation in
international trade and investment, it endorsed
non-binding and voluntary policy - “G20 Policy
Guidelines on Boosting MSMEs International
Competitiveness”. This policy guidelines address
to strengthen MSMEs capacity at four levels as
follows: to connect, to compete internationally to
change and adjust, enhance evidence based
policy making for MSMEs competitiveness.
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POLICY/REGULATORY BRIEF

As per CAROTAR 2020, in order to claim
preferential rate of duty under a trade
agreement, the importer is required to make a
declaration in the bill of entry that the
imported products qualify as originating goods
for preferential rate of duty under that
agreement, in addition to producing the
Certificate of Origin (CoO). 
The importer is also required to possess all
relevant information, the comprehensive list of
which is given in Form-I annexed to CAROTAR,
2020, related to country of origin criteria,
including the manufacturing process, regional
value content and product specific criteria etc.
and submit the same to the proper officer on
request. Thus, the importer has been made
liable for every detail in the information in
relation to the imported goods where he
claims any preferential treatment.

India has signed various free trade agreements,
for example, in 2009, India signed the ASEAN FTA
with 10 nations including Brunei, Cambodia,
Indonesia, Laos, Malaysia, Myanmar, the
Philippines, Singapore, Thailand, and Vietnam
which entitled exports from such countries to
India at a preferential rate of duty. Similarly, India
has signed FTAs with South Korea and Japan in
2009 and 2011, respectively. But there are
increasing trade irregularities and undue claims of
preferential tariff treatment (PTT) by fraud and
manipulation of country of origin (CoO) criteria. In
order to check the undue claims under PTT and to
bring in the requirement for stringent checks on
imports of goods especially focusing on the CoO,
the Government of India notified the CAROTAR
Rules 2020[8] which came into effect on
September 21, 2020. CAROTAR refers to Customs
Administration of Rules of Origin under Trade
Agreements.

Basic Requirements

The customs authority has been given very wide
powers to reject the preferential claim. The
Principal Commissioner has been given the
authority to disallow the claim even without any
verification with the authority in the exporting
country (which is there in all the FTAs with
India), if the information and documents
submitted by the importer are sufficient to
prove that goods do not meet the origin criteria. 
There is a discretion given to the proper officer
whether or not to verify the CoO from the
exporting country and still doubt the
authenticity of the CoO merely on the
information possessed by the importer.
Traditionally, for claiming preferential tariff
treatment for originating goods, a CoO issued
by a competent body was required to be
submitted to the customs authority by the
importer, together with the documents required
for importation of goods like bill of entry and
invoice. However, with the implementation of
CAROTAR, 2020, submission of merely a CoO by
an importer will no longer suffice for availing
concessional benefits. The customs authorities
have been entrusted with a wide array of power
basing which they can ask importers to
substantiate and satisfy with respect to the
scrutiny undertaken on the question of origin.
This means that, with the introduction of the
stricter norms of origin, the importer has been
burdened with additional compliance
procedures and liability to possess the requisite
information and documents to conclude the
origin of the imported goods. In the event of a
conflict between a provision of CAROTAR, 2020
and a provision of the Rules of Origin, the
provision of the Rules of Origin will prevail to
the extent of the conflict. For an instance,
CAROTAR, 2020 has given a power to the
Principle Commissioner to disallow the claim of
preferential rate of duty even before
proceeding for verification in certain specified
cases. Whereas, Rules of Origin, like Customs
Tariff (Determination of Origin of Goods under 

CAROTAR Rules: Importers
Liable for Due Diligence

[8]https://www.cbic.gov.in/resources//htdocs-cbec/customs/cs-circulars/cs-circulars-2020/Circular-No-38-2020.pdf
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