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INTRODUCTION

Commerce refers to exchanging goods and services between businesses, whereas trade is the
exchange of goods and services. International trade opens up a nation's markets and goods that
are not available domestically by exporting and importing commodities and services over
borders. Expansion of markets invites competition, which reduces prices, hence offering goods
and products to consumers at affordable rates. International trade has significantly affected the

dynamics of supply and demand, oligopolistic tendencies, determination of global economic

events, and the increase in competitiveness of the world economy.?

Globalisation has had a significant impact on international trade. There are three economic
manifestations of this phenomenon: international trade, international investment, and
international finance, which also constitute its cutting edge. But much more constitutes
globalisation and global trade. It is about expanding economic transactions and organising
economic activities across the political borders of nation-states. More precisely, it can be defined
as a process associated with increasing economic openness, growing economic interdependence,

and deepening economic integration in the world economy.?

Globalisation has dramatically altered the course over the last five decades, bringing together the
world into an increasingly integrated and interdependent marketplace. Regardless of their

political philosophies, through the 1990s, many nations reduced state-directed economic activity
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in Favor of a growing and increasingly dominant private sector. With these changes arose new
international actors such as multinational corporations, the WTO, regional economic blocs, and
new market sectors such as finance and services. Policy coordination bodies such as the G-77, G-
10, G-22, and OECD also fostered a set of norms and policy principles based on liberalism,
democracy, human rights, environmental sustainability, and multilateral agreements, among

others.*

In this area, the Indian legal system has been quite intricate and involves different laws, treaties,
agreements, and case laws. The practices and policies of India that relate to international trade
and commerce have, with adequate passage of time, evolved and matured only to facilitate
economic development, promote fair competition, and ensure smoother cross-border
transactions.® The paper discusses recent trends; however, it importantly prioritises economic
nationalism, global trade laws in the context of deglobalisation, India’s trade in a deglobalising

world, and lastly, prospects and strategic advances.

ECONOMIC NATIONALISM AND ITS LEGAL DIMENSIONS

Economic nationalism has risen globally since the 2008 financial crisis, which saw a spate of
protectionist measures as countries tried to protect their economies from downturns in
employment. This has been highlighted most dramatically by the U.S.-China Trade War, which
includes substantial tariffs and trade barriers both countries levied to safeguard their respective
domestic industries and cut trade deficits. Besides the nationalistic-bent leaders of different

nations, Brexit has hinted at the shift towards economic nationalism. The advocacy for trade

barriers and less integration of the world economy has been more significant here.®
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The COVID-19 pandemic hastened developments in this regard as countries moved to shore up
supply chains and ramp up domestic production of staples. The pandemic brought sharp relief to
the vulnerabilities of global supply chains.It gave rise to a fresh emphasis on national self-
reliance and a resort to protectionist measures to shield critical supplies from disruption.’

From a legal point of view, economic nationalism and protectionism raise several complications
under international trade laws. There is a conflict with the World Trade Organization rules, which
advocate for free trade and non-discriminatory practices. However, the existence of protectionist
measures like tariffs and quotas leads many countries to violate WTO agreements in many ways,
which can result in disputes and sanctions. The rules of the WTO are designed to reduce trade

barriers and provide a level playing field; therefore, protectionism is an open-to-debate issue

within the global trade environment.®

Second, economic nationalism can still clash with the RTAs since RTAs tend to call for common
standards within their member countries and reduce trade barriers across their membership. For
example, India's recent decision to raise tariffs and curb imports may contradict its commitments
under the different RTAs.It might, therefore, embroil it in legal disputes with trading partners.®
This leads to the creation of legal uncertainties as well as operational problems when companies

have to work in multiple jurisdictions with a large number of different trade agreements.

This could lead to nationalist policy-induced trade disputes, tough negotiations, and litigation in
the WTO or between RTA members, which could linger. Such disputes complicate international
trade relations and result in retaliatory action that further complicates global trade dynamics.° It
may even deter foreign investment because investors would face higher barriers with uncertainty

about the stability and predictability of the market environment.!

Protectionism, placing national interests and domestic industries over international economic

cooperation, has almost become an inherent form of economic nationalism within the Indian

’Simon J. Evenett, Economic Sanctions: A Global Survey (2020).
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ethos. The post-independence policy of India dwelled on protectionism in that it employed
import substitution industrialisation to grow its industries and reduce dependence on foreign

goods. This historical approach aimed to build a self-sufficient economy and protect local

businesses from international competition.*2

More recently, the economic nationalism witnessed during the tenure of Prime Minister Modi
suggests a renewed interest in protecting and promoting domestic industries. Indeed, the
"Atmanirbhar Bharat" initiative epitomises a shift in priorities toward less dependence on
imports and more on local manufacturing. The government has imposed higher tariffs on imports
besides announcing the Production-Linked Incentive (PLI) scheme for promoting local
production.'® These measures are meant to protect domestic industries, especially in those sectors
related to electronic or textile production, for which import restrictions have consistently been

put in place to protect local producers.

It also has several implications for international trade. As pointed out, there is a tendency toward
more significant economic costs arising due to trade barriers that affect the consumer and
businesses, on the one hand, through higher tariffs and non-tariff barriers. Higher standards and
regulatory barriers in a country make it hard to conduct trade because of impediments to

integrating global markets.

While many countries are thereby imposing tariffs and supporting domestic industries, supply
chains are more likely to experience delays and become more costly, eventually undercutting the
general efficiency of the economy as a whole and testing international trade
relationships. *Economic nationalism, once persistent over some time, can destroy trade
relationships and hence lead to economic isolationism and reduced international cooperation.
This may "undermine the basis for global trade arrangements that could threaten global

economic growth".'® Besides striving for self-reliance, India seeks to enhance its export

2UNCTAD, Trade and Development Report 2021 (2021) https://unctad.org/webflyer/trade-and-development-report-
2021 accessed 17 September 2024.
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potential. Apart from the diversification of export markets, various efforts are in full gear to
strengthen export competitiveness. Besides, India is fast moving ahead with supply chain
diversification to reduce dependence on any single country, particularly amidst geopolitical

tensions and global disruptions.

GLOBAL TRADE LAWS IN THE CONTEXT OF DEGLOBALIZATION

Besides economic liberalism, another commanding position in the contemporary Western-
dominated international order presents a crystal-clear glass through which not only the
interrelationship of politics and economics can be perceived but also an intelligent interpretation
of the causes and effects of economic interdependence and the ramifications of widening
globalisation. In simple terms, economic liberalism is an effort to explain how the linkages
between a ‘free market' private enterprise system and a liberal democratic polity are reinforcing,
where the success of one depends upon the success of the other. Recent changes to global trade

law frameworks also mirror the intricacies of deglobalisation.

In such a world, political boundaries do not affect production decisions; no competitive
advantage arises because of the location, and trade is free from restrictions, such as quotas and
tariffs. Reality is, of course, different. Here, the role of the World Trade Organization and other
international trade bodies becomes relevant. On the other hand, some critics believe that free
trade has its general utility as an incentive for economic enterprise but admit that some areas of
its application have become obnoxious. Free trade does not benefit each citizen uniformly, and

damages to specific groups may become apparent well before general economic benefits have

taken hold. The strategic trade theory provides one conceptual framework for such complexities

by postulating that governments may want to use protective policies, whether in the form of
tariffs or subsidies, to develop selected vital industries. On the contrary, the laissez-faire ideal
allows imperfect competition and economies of scale to be sufficient justification for government

intervention, as illustrated in the Airbus case.
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For its part, hegemonic stability theory does not expect free trade to occur across political and
military alignments but rather within them, courtesy of a dominant power. However,
development issues complete the messy picture: in the opinion of most developing countries,
they have been marginalised in the global trading system, while gains from trade accrue
unevenly. Issues such as the destruction of infant industries due to an inability to gain necessary

capital reveal other problems that beset less developed economies.

More forceful critiques reject the principles of free trade outright. One example includes social
dumping, which occurs when environmental or safety standards disparities generate unfair
competition. The rationale for this argument is a Heckscher-Ohlin model of a race to the bottom,
where free trade means lower standards, particularly for developing countries, translate into
negative externalities that are not factored into policy on trade.1 Another criticism of trade is that
partially opening trade in areas like goods and inputs while restricting it in others, like labour,
does not maximise wealth. This is a critigue when considering the difference between the
common market of the European Community, allowing free movement for goods and people,
and a free trade area which may or may not include labour mobility. It is also seen from how
dominance by companies from developed countries operating in the developing world would

make low standards exploitative and let them circumvent regulations back in their home

country.’® Linkage requirements, which would link trade liberalisation to human rights,

environmental, or labour standards, serve only to empower countries that can enforce such

requirements and leave the rest at a disadvantage.*’

INDIAN TRADE POLICIES IN A DEGLOBALIZING WORLD

In the last few years, there has been a shift in India’s trade policies, which aligns with the trend
of deglobalisation across the globe. This shift has led to the countries focusing more on their
interests and going for less global economic interdependence. The recent strategy has been more

of economic nationalism, protectionism, and a shift of strategic focus towards ‘Make in India’.

16 (Chad P. Bown, The WTO and the United States: A Trade Policy History (2019).
17Joseph Weiler, Law of the WTO and NAFTA (Fall 2003)
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Further, India has raised trade barriers; the country has also advocated for self-reliance. The
government has implemented high tariffs on various imported products to protect domestic
industries from competition. For instance, the tariffs on electronics and consumer products have
been hiked to encourage local production and reduce imports. In addition, India has come up
with non-tariff measures such as increased quality standards and regulations, which check the

importation of foreign goods. 18

Though India has followed protectionism, it has encouraged trade boost by negotiating and
entering into various bilateral and regional trade agreements. The country has also negotiated and
signed partnership deals with certain countries like UAE, Australia and the UK, among others, to
strengthen trade relations. However, India did not join the Regional Comprehensive Economic
Partnership RCEP, which was a massive regional trade deal. This was informed by a belief that
RCEP would harm domestic industries and thus increase undesirable import rates. This move
underscores India’s relatively conservative approach to comprehensive multilateral trade

liberalisation.

India has gradually moved away from multilateralism towards bilateral and regional trade
agreements, a general global trend towards deglobalisation. This strategic shift is a testament to
India’s ability to adapt to the changing international context and its focus on promoting its
agenda. India is also a member of the WTO, but multilateralism, especially during the Doha
negotiations, has been prolonged, and trade cannot be balanced effectively. Therefore, India has
focused on bilateral cooperation that provides additional targeted and tangible advantages. Some
of the examples include India’s Comprehensive Economic Partnership Agreement with the UAE,
signed in February 2022,which looks at deepening the trade and investment relations between the
two countries, and the Economic Cooperation and Trade Agreement with Australia, signed in
April 2022, that seeks to improve the bilateral economic ties between India and Australia. India
has also signed regional trade agreements to enhance its economic power in the Indo-Pacific

region. However, India decided to stay out of the Regional Comprehensive Economic

BGary Gereffi, Global Value Chains and Development (2021).
For general queries or to submit your research for publication, kindly email us at ijalr.editorial @gmail.com

https://www.ijalr.in/

©2024 International Journal of Advanced Legal Research



https://www.ijalr.in/

VOLUME 5 | ISSUE 2 NOVEMBER 2024 ISSN: 2582-7340

Partnership (RCEP), a large-scale trade agreement signed by 15 Asia-Pacific countries, due to
possible negative impact on domestic industries and trade. Due to the attention paid to
developing bilateral and regional cooperation, India can adapt to the specifics of trade, address

certain economic requirements and achieve political objectives more successfully.

Trade policies also have a special meaning for India as deglobalisation, or the process of
countries’ turn to protectionism and nationalism, has a particular impact on further trade relations
and economic strategies. Another consequence of the deglobalisation process is the shift of the
Indian trade partners. India has gradually turned its attention away from significant global trade
agreements towards bilateral and regional arrangements. This change is partly due to the
constraints and problems witnessed in the framework of international trade. India has recently
signed bilateral agreements with various countries, including the UAE and Australia. These are
meant to promote the trade and investment relations between India and these countries and are,

therefore, more strategic.

Besides emphasising bilateral and regional trade, India has also sought trade diversification to
manage potential threats from trade volatilities. In this manner, India intends to diversify its

dependence on any specific country or region by looking for new markets and partners. This

strategy willhelp reduce the impact of future shocks in global trade and diversify India's trading

portfolio. The other significant effect of deglobalisation on India’s economic policies is that it
has resulted in a shift towards protectionism. The country has raised tariffs on several imported
goods to protect local firms from outside competition. Promote domestic production and reduce

importation of products to encourage local industries and economic independence.

Another area that has been impacted by deglobalisation is the trade agreements and India's
position in global trade relations. India wants to get more direct benefits from its trade relations
and to manage them more effectively; it focuses on regional and bilateral agreements. The
changes in the approach towards protectionism and the focus on internal capacity also affect
foreign investment and growth. However, the rising trade barriers and economic risk in the
context of deglobalisation might discourage some investors even though India remains an

attractive destination for FDI.Such factors could influence the economy's growth and investment
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environment in India. In response, India seeks to establish economic security through ‘Make in
India’,which aims to boost domestic industrial capabilities. This approach is intended to build up
the Indian economy, minimise the risks of global economic fluctuations affecting it and develop

a healthier model of the economy for the future.

FUTURE PROSPECTS AND STRATEGIC ADJUSTMENTS

Apart from that, the country is also striving to achieve export capabilities. Improvements in
competitiveness are underway to promote exports and diversify export markets. Further, given
geopolitical tensions and global disruptions, India is fast pursuing supply chain diversification to
avoid dependence on any particular country. Another key emerging trend is a surge in
protectionism and the imposition of trade barriers. The world is embracing higher tariffs and
non-tariff barriers as protectionist measures from international competition. In such ways,
protectionism could lead to increasing disputes at different international trade forums, whereby
such countries would challenge such barriers under existing trade agreements. The results would
be seen in increased trade litigation against those countries which sought ways to address and
solve those disputes. Another trend involves the development of dispute settlement machinery.
The mechanisms offered by the World Trade Organization, for example, are being called into
question regarding their efficacy. As a result, there is a development of interest in dispute
settlement methods that are alternatives to those through arbitration on a purely bilateral basis.

This may mean that the approach toward trade dispute resolution will be more fragmented due to

the nature of the agreements and the different jurisprudence involved.*®

Another critical trend that influences international trade law is the growing prominence of
technology and digital trade. As technology becomes more central to the global economy, so
does the concentrated focus on data flow, cybersecurity, and digital privacy issues. New trade
agreements and regulations will likely include provisions addressing these concerns, including

intellectual property rights in the tech sector and cross-border data transfers. This indicates that

¥Indian Council for Research on International Economic Relations (ICRIER), ‘India’s Trade Policy Adjustments
Amidst Global Deglobalization’ [2024]
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trade law has to evolve regarding technological development and its impact on world trade. The
deglobalisation trend has been responded to through calculated adjustments of trade policies by
India to wade through changing global trade scenarios. This adjustment reflects India's
compelling action at self-adjustment with new economic realities and improvement in its

position in the international market.

India is also reforming trade and investment policies to be more oriented toward its strategic
interests and the emerging global economic environment; this includes developing a more
friendly investment climate, easing the regulatory environment, and promoting export-oriented
industries. The consequence of this set of policy adjustments is foreign investment and trade
efficiency, and it contributes to the stimulation of economic growth against a backdrop of

uncertainty.?® From the point of view of trade dispute resolution, India is trying to establish

mechanisms for efficient dispute resolution at the national and international levels. This includes
adopting alternative dispute resolution methods, undertaking bilateral arbitration, and enhancing
the efficiency of dispute resolution procedures under the existing trade agreements.

Dispute resolution would usefully sustain stable trade relations and resolve conflicts arising from
protectionist measures and trade barriers. Another relevant area in which drastic changes will
probably be witnessed is the dispute resolution mechanisms. A much better concentration on
these mechanisms, includingalternative dispute resolution methods for dispute settlement, will
probably be given. Indian legal systems will change, becoming more inclusive about the
international dispute resolution system so that, based on the current happenings, India will not
have trade disputes everywhere, internally and externally. The main points of attention will also
be digital trade and technological novelties. Most likely, the digital legal environments regarding
trade, data protection, and cybersecurity will be revised to mutually facilitate international digital
transactions and intellectual property protection in the technological arena. India’s legal approach
toward digital trade will attempt to bring the country closer to global benchmarks while
respecting specific national concerns, hence striking a balance in which global tech commerce

will prosper. India will be pretty active in reforming international trade institutions WTO, for

2Richard Baldwin and Simon J. Evenett, Revitalizing Multilateral Trade Cooperation (2020).
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instance, to meet the challenge of deglobalisation. This takes the form of advocacy for reforms
consistent with global trends and Indian interests. Indian legal perspectives would thus contribute
toward building a more just and effective global trade system-a system in conformity with the

emerging economic realities.
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