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COVID-19 and an Emerging Win-Win Situation
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COVID-19, the new coronavirus disease, is spreading across the globe with unprecedented
speed, traversing man-made boundaries and walls erected to protect national territories. The
pandemic is impacting every sphere of our lives as countries across the globe are gearing up
to face economic slowdowns, if not deep recessions. No economist who has got any number
is willing to predict with reasonable certainty as to what will be the shape of things we will be
looking at after a couple of months. Even as country after country is shutting boundaries,
analysts have come up with a variety of arguments on the future of the global economic health,
some extreme and the others moderate. But everyone seems to agree, for different reasons
though, that the concept of globalisation will undergo a critical stress test once the virus spread
is brought under control and the convalescent governments across the globe start looking at
economic rejuvenation prognostications.

An arguably successful phase of globalisation that began with the then poorer nations in Asia
and elsewhere started exporting mass-produced goods to the industrialised world, their
erstwhile colonisers among them, ended sooner than expected. No one speaks of any
‘globalising impulse’ or concepts like ‘global village’ anymore. Powerful sections in the
developed world, fearful of the steady erosion of their dominance of global affairs, including in
trade, commerce and investments, are increasingly looking inwards and shifting even farther
to the right, often riding on populism.

Talks of building new walls in place of those which were broken down only years ago, began
translating into reality. Visa restrictions, particularly for skilled workers and other professionals
were again put in place. Even the epoch-making pro-Brexit vote in 2016 owed its victory to a
good extent to the British fear of job losses. Countries that had opened their frontiers widely
for refugees and migrants are receiving backlashes from within. Tariffs and other non-tariff
trade barriers that were undergoing reforms are the new bargaining chips that are thrown at
each other on negotiating tables even leading to an open trade war. Impediments are being
put on multinational businesses on one pretext or the other to provide undue advantages to
local players. Larger economies show interest in entering into trade deals with their weaker
counterparts on goods and services they profit from, and drag their feet in other areas,
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particularly the free movement of human resources, or even investments. And China, a
country that had closed itself to the outside world for thousands of years, including at least
three decades after the Communist Party of China came to power in 1949, became the new
torchbearer of globalisation as it hugely suits its economic growth trajectory.

And COVID-19 struck when the global economic health was already vulnerable. Clearly,
almost every economy of the world is facing a major slowdown, if not deep recession, even
as the virus is showing no signs of a let-up. In India’s case, the green shoots that the Finance
Minister had talked about recently would now take even longer to sprout again. Though some
world leaders have initiated administrative, financial and monetary measures to invigorate
their respective economies, more such steps would be required that should include rate cuts,
tax incentives, making available more liquidity to the needy sectors, particularly the small and
medium industry, retail trade and sectors in the services industry that are among the worst hit.
Above all, a concerted global effort is what is needed to tide over the looming economic
catastrophe.

When China sneezes

The appalling February economic statistics that China released did not surprise anyone, as it
was only expected. Independent estimates fear that the Chinese economy might shrink by as
much as 9 per cent in the quarter ending this March, and the country’s annual GDP growth
could slow down to 3 per cent in place of the earlier estimate of 5.5 per cent. It is natural that
the impact of the world’s factory grinding to a halt is being felt globally as the world today
depends on China for almost everything one can possibly name of.

There is no doubt that even a moderately long China shutdown will disrupt the supply/value
chains that have been running like well-oiled machines over the past couple of decades.
Production of items from motor cars to mobile phones and a range of other electrical,
electronic and engineering goods are already hit across the globe. In the Indian context, the
country—a leading supplier of generic drugs globally—imports several ingredients that go into
these drugs from China. This is especially so as a number of commodities and other
ingredients or components are no more stocked up in factory warehouses as it used to be
done in the past. Manufacturers today prefer to order such inputs on a need basis only as,
among other things, shipments are fast and it is also cost-effective and beneficial. The viability
or otherwise of such practices in unpredictable times like these will be subjected to a rethink.

Can globalisation be blamed for these disruptions? A closer look will show that not
globalisation per se, but the overdependence on one country, China, for anything and
everything in the past couple of decades, that is undesirable. Having said this, the fact remains
that the unigue position that China is in today, its capacity to supply anything of any quality
and quantity at affordable prices—that too at short notices—is something that cannot be
achieved easily by any other country, like the much-touted China model cannot be replicated
elsewhere for obvious reasons. But the one lesson that is learnt from the ongoing coronavirus
saga is that parts of the manufacturing activities concentrated in China need to be spread
across the globe.

The obvious question here is, can the production centres concentrated in China be distributed
across the globe? Even Donald Trump’s efforts to bring back manufacturing to the American
shores under his America First policy could not fructify as, among other things, the American
worker was not willing to work long hours and at cheaper rates as his counterpart does on the
mainland. The fate of the ambitious Make in India campaign is also before us. Further, the
experience of all the companies engaged in manufacturing low-value goods that migrated out

2
Centre for Strategic Studies



Centre for Public Policy Research (:[f‘)]{

Independent. In-depth. Insightful

Public. Policy Research

of China to countries like Vietnam or Laos in the past decade was not very encouraging as
most of the players in the supply/value chain continued to be located on the mainland.

Therefore, if new manufacturing centres are to be established in other parts of the world, there
is also an urgent need to create new supply/value chains—that are an integral part of modern-
day manufacturing—near the new manufacturing centres to ensure seamless supply of
ingredients, parts and components, and value addition. But, any effort to move at least parts
of the manufacturing industry out of China to new manufacturing centres in other parts of the
world would succeed only with the active participation of the Chinese entrepreneurs. In other
words, it is imperative that well experienced Chinese companies are encouraged to participate
not only in setting up fully owned or joint venture manufacturing centres in countries like India
where manpower is still cheap, but also in moving vital supply/value chains, at least in smaller
scales, near such newly established manufacturing centres. This new approach will help
attract not merely Chinese investments but also their expertise and experience in mass
production of both low-end and higher value products, as also their unique marketing and
efficient delivery skills and techniques. There is no reason why the Chinese entrepreneur who
has been trying to move out of China, where input costs have gone high, would not grab this
opportunity if a conducive business climate is created in countries where input costs are still
attractive. A win-win situation for the world and shuangying jumian for the Chinese.

Muraleedharan Nair is Senior Fellow at CPPR. Views expressed by the author are
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