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FIRST TAKE
Waiting For The Vaccine

The wait for the vaccine is finally over. The Covid-19 vaccine,
going by reports, will be biggest vaccination programme in
the history of the world. The vaccine gives hope to countries
that the spread of the pandemic will be stopped, and the
economy can breathe again. Most forecasters have
predicted that the world economy will see a growth next
year and companies are hoping to get their goods and
services back to the market after a long hiatus. This edition
of Policy Pulse looks at the economic growth prospects
within India and globally. It also identifies some critical
policy issues that have come into the public domain in India.
Some possible non-tariff measures like the EU’s Green Deal
have also been discussed. As we come to the end of a
difficult year, we hope that 2021 brings in economic growth
and good health across the world.  One important element to
help countries tackle the health issues brought about by the
pandemic will be to consider a temporary waiver of certain
obligations under the TRIPS agreement of the World Trade
Organization (WTO) that has been brought in for discussion
by India and South Africa. Member countries of WTO were
reluctant to consider the proposal earlier but in the latest
meeting of the TRIPS Council, it appears that some
convergence on exploring ideas to keep the discussion open
in the future at the TRIPS Council was discussed. That is a
good beginning.
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The Eurozone has long been in an
economically unsteady state. With new
lockdowns across Europe the Euro area GDP
has stagnated in Q4 and falling by 0.5% q-o-q
in Q1 2021.The combination of a protracted
demand shock and energy prices below pre-
pandemic levels suggest a disinflationary
effect. The risk stemming from Brexit
continuing to remain at the edge could lead to
lower growth, higher inflation and looser policy
said reports.
The Japanese recovery of real economy will
be gradual, although pent-up demand could
push up apparent real growth rates above
potential. Japan is managing COVID better than
most developed markets, but its economy is
yet to improve.  Over the past month, key
indicators like industrial production and the
manufacturing index have improved but remain
in contraction. The new prime minister has
extended fiscal stimulus: employment
subsidies and given support for businesses and
the health care system. The fate of the already
delayed 2020 Summer Olympics remains in a
substantial uncertainty surrounding the
outlook for the New Year.
China’s recovery from COVID-19 continues at a
strong pace, with viral outbreaks limited and
manufacturing surging.  The country logged its
highest single month of exports to the world in
October, however, with the rest of the world at
growing risk of a renewed recession, the
potential for an export-driven growth is limited.
Household consumption continues to recover
slowly in China. Recently, the Chinese
Communist Party released a five-year plan that
called for “more sustainable,” “higher-quality”
growth, focusing on innovation rather than raw
production.

While countries are preparing for the imminent
distribution of vaccines reports point to the
difficulties of rolling out massive vaccination
campaigns. However, countries remain optimistic
of a favourable outcome from the vaccine rollout
for containing the pandemic thereby improving
the economy.

The Indian economy is recovering, although with
some caution. While agriculture has benefited
from favourable weather conditions,
manufacturing and services are impacted by
containment measures and uncertainty.
Significant social hardship persists and the fall in
the unemployment rate must be seen against the
background of declining labour force
participation.
Reserve Bank of India (RBI), in its latest RBI's
Economic Activity Index estimates India's GDP
growth for the second quarter of 2020-21 as
negative and the GDP contracted by 8.6 per cent
during the quarter. Indian economy shrank for the
second straight quarter; hence, for the first time
in history, India entered into a technical recession. 
While some of the economic indicators such as
manufacturing index, unemployment rate, GST
collections, industrial output, etc. have regained
lost ground with many of them even surpassing
pre-pandemic levels, some other indicators like
eight core industries, air traffic, inflation, and
investments in projects are still in the recovery
phase. 
Supply chain disruptions have pushed inflation
above the target range of the central bank. GDP,
reports suggest, is set to shrink by 10% in fiscal
year (FY) 2020-21, with household consumption
sluggish and investment largely unresponsive to
easier monetary conditions. Despite a projected
rebound of around 8% and 5% in FY 2021-22 and
FY 2022-23, respectively, due to base effects and
returning confidence, the GDP loss will be
substantial.

Indian Economy
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Performance of Eight Core Industries

The combined Index of Eight Core Industries
stood at 124.2 in October 2020, which declined by
2.5% as compared to the Index of October 2019.Its
cumulative growth during April to October, 2020-
21 has been (-) 13.0%. Out of the eight core
industries, except coal, steel and electricity, all
other sectors such as crude oil, natural gas,
refinery products, fertilizer and cement sectors
witnessed a negative growth in October 2020 in 
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comparison to the same period of the previous year. However, given the current impact of the
pandemic the positive news is that with majority of industries starting operations and rapidly
inching towards full capacity, the performance of coal, refinery products, steel, cement and
electricity sector showed good growth in October 2020, in comparison to September 2020.

Source: Ministry of Finance
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Performance of Key Economic Indicators

Source: CMIE
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On 24th November, government officials, IP
experts and academia gathered virtually to mark
the 25th anniversary of the Agreement on Trade-
Related Aspects of Intellectual Property Rights
(TRIPS). In his keynote address, Deputy Director-
General (DDG) Yi Xiaozhun acknowledged the
TRIPS Agreement and its contribution to trade and
economic growth for the past 25 years. He also
acknowledged this agreement’s contribution to
facilitating or adding to the multitude of diversity
in knowledge sharing. He pointed out to the IMF’s
data indicating that IPR payments increased by
1053% from USD 38 billion in 1995 to USD 438
billion in 2019. By referring to the Doha Declaration
on the TRIPS Agreement in relation to health
aspects, the DDG pointed out the relevance of
such initiatives in addressing the challenges of the
ongoing pandemic in the world. The other
speakers mentioned the need to engage in
leveraging IP to foster inclusive growth and
development. Most importantly, the session
looked at the role of TRIPS Agreement in the
dynamics of knowledge economy.

The report said that technological
upgradation, digitalization of production
process, developing know-how skill sets of
its working population have become the core
of policies of many countries. Based on the
assessment of national policies supporting
development of technologies, Innovation and
related activities, the report finds that
policies in general are horizontal in nature.
However, it becomes disruptive only when it
becomes sector- specific. It clearly points out
that government procurement policies
involving technological content may have a
positive impact on its economy. It also sought
attention to the role of IPR regulation and its
effect on driving innovation and industry. This
report further encourages countries to focus
on innovation. However, it points out that in
order to avoid uncertainty in the trade of
digital goods and services, countries must
work together to foster ecommerce.
International cooperation is at the crux for
trade of technological products in the global
market. Given this context, to facilitate such
trade, the DDG Yi Xiaozhun, during the launch
of the report said that WTO framework must
be updated to tackle the challenges brought
up the trade of digital goods and services.

WTO UPDATES
2020 Marks 25 years of TRIPS

World Trade Report 2020
Focuses on Digital Trade
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The World Trade Organization (WTO) launched the
World Trade Report where it pointed to the
various policies identified by countries to spur
innovation and technology to boost economic
growth. 
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Under the Green Deal, the EU proposes to expand
its carbon tax mechanism to its trading partners to
meet its emission targets. Due to its scale of
implications, countries including India, USA,
Argentina, Armenia, Bahrain, Canada, China,
Indonesia, Paraguay, Qatar, Russia, Saudi Arabia,
Turkey, Uruguay, Colombia, and Norway registered
their concerns. The EU was requested to provide
the details on the Carbon Border Adjustment
Mechanism (CBAM) and its potential impact on
sectors and products. Since this mechanism will
mean higher duties for exports to the EU if these
products do not meet the EU sustainability targets
the countries asked EU to provide details of the
impact for sectors by citing the exact HS Codes of
products that are expected to be covered under this
mechanism.  WTO members reiterated the point
that addressing climate change challenges differs
among countries and depends on the capabilities of
the countries under the Paris Agreement. They also
pointed out that the CBAM mechanism was
becoming a tool for creating import restrictions by
the EU. Such concerns were raised during the
meeting of Committee on Trade and Environment
(CTE) of the WTO.

The negotiations to reach an agreement to
curb subsidies for fisheries have been a
critical matter at the WTO. However, as
mandated by the 11th Ministerial Conference
and Sustainable Development Goals, such an
agreement must be negotiated by 2020.
Currently, the chair of the negotiations
(Colombia) has revised the consolidated draft
text and members are required to find a
consensus so that negotiations may reach a
closure. This text, if agreed by the WTO
members would require countries to
reexamine their policies for fisheries. It is
intended to curtail subsidies for illegal and
unregulated fishing and also to prohibit
overfishing which leads to depletion of
marine resources. 
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India, Other Countries Question
EU’s Green Deal

Update on Negotiations on
Fisheries Subsidies
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In mid-November, the 37th ASEAN summit was
hosted virtually by Vietnam. On the concluding
day, the top officials from 15 countries of Asia-
Pacific region including China, Japan, South
Korea, Australia, and New Zealand along with the
ASEAN countries signed the trade agreement –
the Regional Comprehensive Economic
Partnership (RCEP). This deal is intended to
develop the supply chains in the trading bloc.
However, for the deal to get its functional status,
it must be ratified by six ASEAN members and
three non-ASEAN members of the bloc. The
agreement is set to provide tariff benefits to 92%
of traded good. RCEP provides greater focus for
data protection, transparency and ease of
customs procedures, among the host of issues to
make facilitate trade. Although India had
withdrawn from the pact in 2019 but the deal has
a clause by which India may join at a later date. It
is significant to note that this deal is China’s first
regional or plurilateral trade agreement as it has
signed mainly bilateral agreements till date.

Following the signing of the RCEP deal, China
seems to be shifting its focus on resuming talks
on trilateral agreement (CJK FTA) with its
important neighbours – Japan and South Korea.
Although the negotiation for a free trade
agreement among these Asian economies has
crossed eight years since 2012, any progress is
hindered by the political differences among them.
It is to be noted that the three Asian partners
account for about 24% of the global economy.
Experts says that this trilateral deal may focus on
the following products – AI, robotics, chips, IT
products and further, the deal and may receive
some impetus following the positive outcome of
the RCEP agreement.

FTA & OTHER UPDATES

India has been in talks to enter into a trade
agreement with the Russia-led free trade bloc,
Eurasian Economic Union (EAEU). Russia  has
stated that the deal between India and the
Eurasian bloc is critical to foster further growth in
their relationship. In 2019, trade between Russia
and India stood at USD 10 billion and the trading
partners are hoping to increase it to USD 30
billion by 2025. 

RCEP Launched China Resumes Preps for
Trilateral Agreement Talks
with Japan and South Korea

India Seeks New FTA With
Russia and Others
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G20 leaders met virtually under the Saudi Arabian
leadership on 21-22 November 2020. The focus of
the meeting was on addressing the Covid-19
pandemic.  The G20 leaders used the occasion to
reiterate their position of achieving sustainable
developmental growth. They endorsed the G20
Action Plan and extended their commitment to
Debt Service Suspension Initiative (DSSI) and
acknowledged the role of private players in the
initiative. On the health front, they confirmed their
compliance with the International Health
Regulations (IHR 2005).  They acknowledged the
importance of efficient health systems to achieve
Universal Health Coverage and vowed to continue
their support in the fight against anti-microbial
resistance (AMR) and zoonotic diseases, infectious
and communicable diseases. They mentioned the
Riyadh Initiative and support to the forthcoming
12th Ministerial Conference.

D E C E M B E R  2 0 2 0 V O L .  1 6

G20 Leaders Reiterate Goal of
Sustainable Development

An early conclusion of this trade deal may benefit
agricultural and food exports. Also, it may open
up new markets for pharmaceuticals, textiles,
chemical and defence sectors.

By acknowledging the critical role of
infrastructure in economic growth, the G20
emphasized the use of technology in
infrastructure projects. Importantly, in the finance
segment, the group has categorically stated that
no operations of ‘global stablecoins’ can come
into being without the relevant regulatory
measures in place. In terms of fostering the digital
economy, it has mentioned that data free flow
‘with trust and cross-border data flow’ is crucial
for its growth. The G20 mentioned their
commitment to the upcoming Conference of the
Parties (COP) to the Convention on Biological
Diversity (CBD). And lastly, to address the carbon
emissions, the group endorsed the 4R – Reduce,
Reuse, Recycle and Remove framework of
Circular Carbon Economy (CCE) Platform. The
future G20 meetings are scheduled to take place
in Italy (2021), Indonesia (2022), India (2023) and
Brazil (2024). In a side event, the leaders shared
their views on tackling climate change issues.
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POLICY/REGULATORY BRIEF
INDIA

The Government of India announced the decision
to rename the Ministry of Shipping and broaden
its mandate. The name has now been changed to
the Ministry of Ports, Shipping and Waterways.
The mandate now includes ports, inland
waterways, ship building, ship-repair industry,
ship breaking, fishing vessels industry, floating
craft industry, etc. The ministry has recently
issued the draft “Coastal Shipping Bill, 2020” in
which there is a provision on integration of coastal
maritime transport with inland waterways. Hence,
this change is likely to infuse the development of
logistics sector in India, thereby reducing the cost
of transportation.  Further, the ministry has issued
the ‘Draft Merchant Shipping Bill 2020’ for public
consultation.

The Ministry of Labour and Employment has
notified the draft rules – ‘Occupational Safety,
Health and Working Conditions Code, 2020’. This
draft rules provides code on safety, health and
working conditions of the dock workers, building or
other construction workers, mines workers, inter-
state migrant worker, contract labour, working
journalist, audio-visual workers and sales
promotion employees.

Shipping Ministry Overhauled

Portal to Chart Changes for
Tackling Climate Change
The Ministry of Environment, Forest and Climate
Change, Government of India launched a web
portal that is designed to be a single point
information source on actions/initiatives taken by
various Ministries with regard to tackling climate
change issues. The portal is known as ‘India
Climate Change Knowledge Portal’. The
components of this portal include India’s climate
profile, National Policy Framework, India’s NDC
goals, Adaptation Actions, Mitigation Actions,
Bilateral and Multilateral Cooperation,
International Climate Negotiations, Reports and
Publications. Under the Paris Agreement, India
has to meet its Nationally Determined
Contribution (NDC) limits. That is, reduction in the
emission intensity of GDP by 33 to 35 percent by
2030 from 2005 level. It has to achieve 40%
cumulative electric power installed capacity from
non-fossil fuel- based energy resources by 2030
and create an additional carbon sink of 2.5 to 3
billion tonnes of carbon dioxide equivalent by
adding forest and tree cover by 2030.

The Production-Linked Incentive (PLI) Scheme has
been approved for 10 key sectors for enhancing
India’s manufacturing capabilities and increase
exports under the Atmanirbhar Bharat vision of the
Government. The newly identified sectors are
advance chemistry cell (ACC) battery,
electronic/technology products, auto, pharma,
telecom and networking products, textile – MMF
and technical, food, high efficiency solar PV
modules, white goods (ACs & LED) and specialty
steel. The product lines have also been notified for
this Scheme. This Scheme was initially notified to 3
sectors including mobile manufacturing and
specified electronic components, critical KSMs and
drug intermediaries and APIs and manufacturing of
medical devices.
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Labour Reforms: Notification
of the Draft Rules

Deadline for Policy
Compliance for FDI in Digital
Media
The Ministry of Information and Broadcasting has
issued a notice giving directions to facilitate the
entities involved in uploading/streaming of news
and current affairs through digital media as per the
policy of 26% FDI permit under the Government
approval route.  The notice states that any entity
bringing fresh foreign investments in the country
must seek prior approval of the government
through the Foreign Investment Facilitation Portal
as per the requirements.

PLI Scheme for 10 Key Sectors


























