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

India - China Trade Gap 
 

1) Introduction 

 Trade Deficit between India and China increased enormously in recent times and now it is more 
than $50 billion. 

 Recently India decided to impose anti-dumping duties on 93 products from China.  

 Now Chinese companies may reconsider the risks of investing in India and India should also be 
prepared for the possible consequences. 
  

2) Background 

 India exported goods worth $10 billion to China in 2005. India had a trade surplus with China during 
2003-05 

 In 2016 Indian exports are still about $10 billion 

 India's trade surplus has turned into a deficit of more than $50 billion. 

 The trade deficit was largely the result of China’s technical advancement. 

 But China’s strategy to stifle Indian imports also played an important part. 
 

3) Present Reality 

 During 2005-16 India emerged as a competent global supplier of polished diamonds, small cars, 
generic medicines, buffalo meat, etc. 

 China imports these products in large quantities for domestic consumption, but not Indian 
products. 

 The top five exports to China are all input products. These are used by China to manufacture 
costlier goods, which it ships back to India. 
 

4) How does China reject Indian products? 

 Quality cannot be a problem as India exports these products to over a 100 countries, including the 
US and EU.  

 China uses a complex set of inspection, product testing and quality certification requirements to 
stifle imports from India. 

 Such restrictions are called non-tariff barriers (NTBs). WTO rules regulate import tariffs but are 
weak on regulating NTBs. 

 Chinese experts inspect Indian factories. Cost is borne by the Indian side and clearance seldom 
comes. 

 Only Chinese labs do the product testing, and no appeal is allowed on their decisions.  

 China will not accept Indian basmati rice, while Pakistan’s rice is welcome.  

 Indian IT firms cannot take part if the tender size is more than $100 million.  

 Such measures ensured that India’s exports to China in 2016 stayed at the 2005 level, even as India 
allowed almost unrestricted access to Chinese goods during 2005-17. 

 It is time to reduce this critical dependence on China.  
 

5) China's exports to India 

 Of Indian imports of mobile phones, telecom equipment, and bulk drugs, 70% come from China. 

 If China stops supplying bulk drugs India’s pharma exports will have a tough time 
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 More than 95% of Indian imports of everyday use items also come from China. 
 

6) A time bound action plan to  India 

 Push for large scale manufacturing in 30 product groups from electronics, engineering and chemical 
sectors.  

 These should form the core of Make in India programme.  

 Provide 20 years direct tax holiday for investments in these sectors. 

 Create a hundred design studios for new product development.  

 Example from German Mittelstand model of industry-research-academia collaboration.  

 This will help innovation-driven small firms and reduce dependence on import of daily use goods. 

 Create an institution responsible for developing standards and setting guidelines for inspection, 
testing and quality certification of critical products. 

 China used non-tariff barriers (NTBs) to stifle India's exports without anyone realising what is 
happening.  Similarly India should also manage harmful imports through the establishment of NTBs. 

 Diversify India's export basket with emphasis on manufactured goods, services, resolution of 
market access issues and other non-tariff barriers. 
 

7) Government Intervention 

 Indian exporters are encouraged to participate in major trade fairs in China to show-case Indian 
products. 

 Implementation of Merchandise Exports from India Scheme and Services Exports from India 
Scheme. 

 Implementation of Niryat Bandhu Scheme  

 Single window Interface for facilitating trade clearance project  
 
 


