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General Studies – 2; Topic: India and its neighborhood- relations. 
 

Cross LOC Trade between India-Pakistan 
 

1) Introduction 

 India and Pakistan agreed to initiate trade across the LoC in 2008  

 Cross-LoC trade takes place between Jammu and Kashmir and Pakistan-occupied Kashmir along two 
routes — Uri-Muzaffarabad and Poonch-Rawalakot.  

 The barter trade in which no money changes hand but only goods are exchanged by local 
population on either side has been a unique initiative in force since 2008. 
  

2) Importance of Cross- LoC trade 

 Jammu and Kashmir serve a bridge between India and Pakistan. 

 Cross-LoC trade continues to be a key confidence building measure between India and Pakistan 

 Trade has acted as a source of employment for the local traders, for the unemployed and 
vulnerable youth of the border areas.  

 Cross- LoC trade has also managed to connect the two divided sides of Jammu and Kashmir, 
thereby creating a constituency of peace in the region. 

 The governments can use this as a means of mitigating the long-drawn-out conflict in the State.  

 With firm political will, there is immense potential to transform this into positive economic gains for 
the people in the State.  
 

3) Recent Developments 

 Over the last year, cross-LoC trade has been affected by a number of allegations.  

 Instances of narcotics and arms smuggling on trade points across LoC 

 The trade is proving to be more harmful for India rather than having any confidence building 
measures. 

 Pakistan is not obeying the agreement and traders on both sides are assisting the mafia and 
terrorists in waging a war against India.  

 The National Investigation Agency (NIA) suspects that crores of rupees has moved in the valley from 
Pakistan using the LoC trade and through Hawala channels. 
  

4) Steps to better trade 

 Central and State governments must take the necessary steps towards reforming trade and 
ensuring capacity building of traders. 

 Install scanners for scrutiny of vehicles carrying commodities across the LoC to contain smuggling 

 verification of traders on yearly basis 

 Provision of container-based vehicles to traders for exporting goods 

 Provision of a banking system to facilitate trade. 

 Increase the number of vehicles and foster communication amongst people from both sides to give 
LoC trade a boost. 

 Other Confidence Building Mechanism includes promoting tourism in the state.   

 Bureau of Research on Industry and Economic Fundamentals (BRIEF) conducted research on 
strengthening cross-LoC trade and proposed number of steps 

 Joint investigation team 
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a. A joint investigation team from India and Pakistan should be set up to investigate cases of 
narcotic and arms smuggling across the border.  

b.  Such a team should address the root cause of such instances in a speedy and transparent 
manner. 

 Trade Monitoring Cell 
a. A monitoring cell of officials from State and Central agencies must be constituted to monitor 

daily trade practices such as registration of traders, invoicing and exchange of goods, trade 
balancing, etc.  

b. Trade data and information for each registered trader should be mandatorily recorded in an 
electronic format by the trade facilitation officer and shared with the cell. 

 Institutionalisation 
a. There is a need to institutionalise and formalise trading communities. 
b. Setting up joint chamber called the Jammu and Kashmir Joint Chambers of Commerce and 

Industry, which will have traders of both sides  

 Training 
a. Impart training to LoC traders with support from excise and security agencies 
b. This would help traders and government agencies monitor trade and ensure trader 

accountability. 
 
 


