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Trends in India’s Trade with Vietnam:
An Empirical Analysis

Venkata Prasad A and Krishnamoorthy D

Abstract

India and Vietnam share close to halfa century of relations with the establishment
of formal diplomatic ties that began in 1972 between India and the then-North
Vietnam. The relations were derived from common historical linkages as colonies
of Western powers striving to achieve independence. Bilateral ties between
India and Vietnam have got strengthened in recent years with a focus on regional
security issues and trade. The adoption of the ‘Look East Policy’, imbued with
the economic element, marked an important turning point in India-Vietnam
economic relations. Vietnam has played an important role in India’s “Act East”
policy, which was enunciated as an upgrading of the carlier ‘Look East Policy’
and also she has been a crucial partner in sub-regional, regional and multilateral
forums. The need for economic development increased the importance of bilateral
economic and commercial linkages between both the countries. These efforts
received fillip from regional arrangements, as for cxample, ASEAN-India
cooperation and Mekong - Ganga Cooperation, India is Victnam'’s fifth largest
trading partner in ASEAN; Vietnam holds the 19" position worldwide for India,
both the countries made conscious efforts to expand the arcas of economic
cooperation and to increase the volume of trade and investment. India’s total
trade comprising exports and imports skyrocketed from the abysmal level of
US $0.24 billion to the magpificent level of US $12.27 billion between the years
2001 and 2017, India and Vietnam will explore “substantive and practical
measures” 1o achieve the bilateral trade target of $15 billion by 2020. Currcnt})ﬂ
India has 182 investment projects worth US $816 million in Victnam, whl}c
V‘C?namcsc businesses have a mere seven projects worth some US $6 millionin
]n_d'a' The present paper reviews the performance of India’s merchandise trade
W‘,th'Vicmam during 2000-01 to 2015-16 on the basis of the data released by the
nistry of Commerce and Industry, Government of India.

Key Worqgs: ASEAN, Trade, Growth Rates, Commodity and Act East Policy
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Several regional economic groups have emergeq jy i e,
of the world particularl)f after 1950s, One such regiong] groum P
has made rapid strides in ter{ns“of dcg.rcc? of C‘{Onomic intcgﬁzt[ha‘
and geographical coverage is Assogtatton of Soy Bag q;on
Nations” (ASEAN) among.the countries of South East Asig "
Association of Southeast Asian Nations, o'rASEA N, \yas CStab
on 8" August 1967 in Bangkok,. the capital of Thaﬂang, With i,
signing of the ASEAN Declaration (Bangkok Declqranon) by the
founding members of ASEAN, namelx IndoneSIa, Mal, sig
Philippines, Singapore and Thailand., anel Darussalam later joineg
the Association on 8t January, 1984, Vietnam on 28t July 1995, L4

PDR and Myanmar on 23"July, 1997 and Cambodia op 30t April

¢

veloping world today. In the words

: ; , 5 8rowing engq ement within
the region ang With India hag Paid rich gi 8 \%ietnam is an
+ India and vietam

. S Such gg ASEAN, East
Asia Summit, Mekong — Ganga Cooperation, Asig Europe Meeting
(ASEM) besides UN ang WTO. p

With trade and other Areas alo

ng with defene
India hag attempted to boost ec

. Strategjc ties
: t €conomic relationg it Vigetnam ,
Y navigation from “Look Eagt» ¢, <

€ and
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B e —— Gy
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sil‘,ll‘,‘_.“'! s
ly aims 10 utrmug!hcn ties with the extended
‘\shic“ c. ol of (he Asin pgmg’f‘u:! repion um! (o expand ties between
ol i p— (he Jevel of ('.¢unpmlmueuvc rategic Partnershin?”,
it "“;, ‘ n;l‘\‘ extremely eritical in India’s eastward autreach, Vietnam
mﬂw\,:: s Actively supported the Act Vast Policy as it facilitates
1~;~:1‘nr;1. arrolein ﬂ'\c region. Al«f&, Vietnam is ASEAN's Coordinayn
‘f‘" glv;AN-lndia Dialogue Relations from 2015 10 2017, which can

4 '

ilised 10 further increase the cooperation, India is now ameng

' 1op 1 trading, partners and with Sri, NarendraModi’s visit
1Y ) > ’

i 216,118 expected to further boost bilateral trade betwesen them

The two countrics also expanded cooperation in areas such 25
space exploration and cyber security, New Delhi and Hanoi signed
e Inter Governmental Framework Agreement for the exploration
of outer space for peaceful purposes, and agreed to conclude the
implementing arrangement between the Indian Space Research
Organisation and the Vietnam Ministry of Natural Resources and
Environment on the establishment of a Tracking and Data Reception
Sution and a Data Processing Facility in Victnam under the India-
ASEAN Space Cooperation. A Memorandum of Understanding on
eyber security was also signed between Vietnam'’s Ministry of Public
Security and India’s Ministry of Electronics and Information
Technology; and the two countrics also facilitated the transfer of
equipment 1o the Indian-funded Indira Gandhi High-Tech Crime
Laboratory, India has also established a satellite tracking facility in
HoChi Minh City. Although termed a civilian facility, it could provide
stratepic benefits such as the tracking of Chinese movement in the
t’i‘ia,’in case of a threat, 1t has been planned and implemented by the

Indian Space Research Organization. Collaborating on regionzl
seeurity, defence, and trade engagements, India and Vietnam have
Managed (o build a strong partnership over the Jast few years. Given
their mutual convergence, it is likely that this relationship will only

Bow stronger, There remains much to do, for instance India can

help Vietnam become a prospective market for India’s defence

“4ports, which still remains under-exploited. Beyond that, there 13

Significant scope to explore in the cconomic realm on arcas such 2s

tnergy, mineral exploration, agro-processing, healthcare, IT, and

¢ducation, among, others, which will help to boost existing ties.
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Cultural and people-to-people exchanges need to be Strengthe,,
further as there is significant goo.de“.that can be‘leveraged by t;d
two states. Overall, this is a relationship thE}t IS poised to offi:;
the coming years, led by political leaderships in the

. . . t“fO COuntn'es
determined to make this relationship truly strategic in Orientatjo,

76

India’s Trade with Vietnam:

Bilateral trade between India and Vietnam has Seen continyoy
growth over the past few years. India is now among the top teq
trading partners of Vietnam. Over the past 16 years there has been 3
stcady increase in the trade volume between India and Vietnam,

Eventually it crossed the 10,000cr. mark in the year 2009-10. Thjs

is amajor achievement, in the light of the fact that one
2000-01 the total trade was just Rs. 1088.64 cr. In the

decade ago; in
last five years

there has been a continuous growth in the bilateral trade.

Vietnam is an ASEAN count

trade balance. The relevant de

imports from Vietnam and oth

Table-1: India’s Exports to and Imports from Vi

ry with which India has favorable

tails pertaining to India exports and

er world are furnished in Table -1.

etnam and World(Rs in crores)

Imports 2 as|3 as ;;?::ce
Ycar Exports | Imports Exports to from % % Balance % of
World World age | age of Trade | 35 7°
of4 |ofs total
] 3 3 4‘$TT - trat;e
2000-01 | 1032.02 | 56:62 | 20357107 WWW 9754 | 89.60
2001-02 | 1040.5] 2019 209017.97 [2a519971 WW?OQ 84.05
2002-03 | 1632.81 | 141,03 [ 25513737 297205.87 [0.14 [0.55 ] 1291 58 24.08
2003-04 | 1886.01 | 175.6 | 29336674 359107.66 | 0.14 o553 1710, 06
2004-05 [ 2498 1388:65 [ 37533953 501064541014 T35 ot 829
200506 | 3057.86 |'S81.69 45641756 660408.9 ({1\1({3\5 210935 | 73.07
2006-07 | 444623 75861 | 57177923 8405063 0'1\10'4\2 247617 | 68.04
2007-08 | 6451.28 [ 698.07 | 65586353 101231169 [ 0.17 555 2o87.62_[ 7085
2008-09 | 7949.47 | 1862.26 | 840755 o5 1374435 55 o'l\zﬁ 273321 8047
2009-10 [ 8673.97 | 2459.11 [ 845533 65 1363735 54 o'l\zﬁ 6087.21 [ 62.04
2010-11 | 12045.07 | 4847.59 | 714292753 1683466.95 o.'l\:;ﬁ 221486 | 5582
2011-12 [ 18084.98 | 8323.25 | 1465959 35 2345463.24 10,18 T o25—maal-48_ [ 42.61 _
2012-13 | 21562.84 | 1259442 | 1634318.83 2669161.95 10.18 959~
2013-14 | 33253.25 | 15568.62 | 1905017 03 27154339 1025 937~
2014-15 | 38317.85 | 18398.04 | 1896348.4] | 2737086.57 [ 2.05 T o om—
2015-16 | 3461691 [ 16763.11 | 1714617.7 m e 7|
« : 471202 [0g7
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fte ould be seen from table that | lndia.’s ex

Rs. 1,032.02 crores o Rs. 34,616.91¢crorey registering a
magniﬁcc‘“ 33.5.4 {O(lld‘ ‘m‘crculs.c between 2000-01 and 2015-1(,,
dia’s imports from ‘nsb(bggn 1.)’,. on the 0“}” hand, skyrocketed
by 796 times from Rs. 56.62 crores to Rg, 16,763.11crores, Thus
both in magmt}lde and growth, the performance of imports from
Vietnam was higher .than that.of exports. The same conclusion ig
witerated by the ratio analysis. As could be seen from the table,
India’s exports to Vietnam as a proportion of her tota] global exports
put up a spurt from 0.12 per cent in 2000-01 to 2.02 per cent in
2015-16. On the other hand, India’s imports from Vietnam as a
proportion of her total global imports rose sharply from 0.36 per
cent to 0.67 per cent amidst wide fluctuations. In view of rising
trends in both exports and imports both in absolute and relative terms,
India had a comfortable position on her balance of trade. India’s
positive trade balance with Vietnam notched up from Rs.975.4crores
to Rs. 17,853.8 crores in absolute terms but in relative terms the
ratio decelerated from 89.60 per cent to 34.75 per cent during the

study period in view of higher growth rates of imports as compared
to exports.

Ports to Vietnam soareq

Thus, both in magnitude and growth, the performance of imports
from Vietnam was higher than that of exports. The same conclusion
is reiterated by the ratio analysis. In view of relatively higher level (?f
€xports as compared to imports in absolute and relative terms, India
had been in a comfortable position on her balance of trade. The
India’s positive trade balance with Vietnam notched up from
Rs.975.4crores to Rs. 17,853.8 crores in absolute terms but declined
from 89.60 per cent to 34.75 per cent in relative terms during t.he
Study period. The analysis of growth rates of India’s trade w1Fh
Vietnam as presented in Table.1A revealed exce]]ent.performance in
both exports and imports. India’s imports from this country grew
by robust 51.22 per cent as compared to exports that .put up a
handsome 29.84 per cent growth per annum during .the.perlod under
study. Both these growth rates were statistically mgmﬁcant‘a,t one
per cent probability levels as confirmed by the computed t. test

Statistics for exports (38.25) and imports (27.99) that were higher
than the theoretical ‘t’ test statistic value of 3.250. Also exports had
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C p
N
a lower SEE of b value (0.007) and higher R2vajye (0.99) &

to the corresponding values of 0.015 and 0.98 fo, impomcompa’ed

Table.1A: Growth of India’s Trade with Vietnam Soc, Rep, dup:
01 to 2015-16 »Ing 20,

Variable CAGR% R? SEE of b-valye {

Valy,
Exports 29.84 0.99 0.007

3825
Imports 51.22 0.98 0.015

27.99
Source: Table. ] \

Thus India’s exports to Vietnam performed wel] ag Compareq
her imports from Vietnam in severa] resp '

Rs.in Crores

—————

 —

3000 01200102.2002.912003 04 703 913
e 1032001020 813632 811886 07 30 057
&= imaorty . 46 €2 N1 a4

mv)wz.‘aaam:mozs
— S 0201011203 1 s pror 142038 15221536
2esass L6451 28 1503 6 ag g s 12132015 142014 1

1756 31365 Sa169 734 €207 1267 oS L 18085 21362831251 3317 930614
= T “z«‘”“"’?’”!mls:musmsum'wﬂl

Figure.1

Source: Computeq for data in Tab]e 1

From the discussion of India’s trade with Vie am j
. tll 1
has been inferred that Vietnam is one of the most impy, - chapter ﬁw?, i
India’s trade partner within ASEAN region be,

Cause )
Vietnam grew by reliable and splendid 29,84 per cenlndl
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i

o nd

jn It 2~ LA L 24

gom Vietam surged by dependable and marvelous 51.22 per

ot \ iod i
m\l‘-“wr quuum Juuing the period from 2000-01 to 2015-16. India has
o tee cnjoying positive trade balance with her trade with Vietnam.

a_j‘?‘n the seenatio of overall trade, an attempt is made here to further
(:l:;c o analyse thc‘ gmxyth pattern of ln('iia’s top 10 exports and imports
emsinher trade )\*\th Vietnam and relative sl.mrcs of top ten commodity
oups: Table.2 incorporates the necessary information on the growth
tes, mean, standard deviation and coefficient of variation relating to

ndia’s exports 10 Vietnam.

Table.2: Growth Rates of Top — 10 Commodities of India’s Exports
to Vietnam Soc Rep During the period from 2000-01to 2015-16

SD
Commodity CAGR% | o, |t [Me® | Rein | CV%
R value | in crores)
crores)
Residues and waste from the
1 1 |23 food industries; prepared | 9.56 0.27 | 2.31 70.39 754.89 5942
l animal fodder | .
{2 {30 i Pharmaceutical products 15.12 0.97 | 24.03 | 451.00 30141 | 6683
[3 139 | Plastic and Articles Thereof 12.33 0.76 | 6.70 | 383.52 248.63 6434
‘ Nuclear  reactors, boilers,
¢ |g4 | machinery and mechanical | 28.67 0.86 | 9.65 | 375.10 41509 | 11088
\ appliances; parts thereof. 5
[s e | Rubber and Articles Thereof | 12.20 060|520 |10952 |7187 | &M
l 6 |72 l Iron and Steel 17.67 0.62 | 4.84 459.12 3780
F\ | Miscellancous  chemical | 1g4q | 085|894 | 23664 15200 | @27
products ‘
8 129 Organic Chemicals 16.07 094 | 1540 | 248.98 1614 | AWM

Fish and Crustaceans, [
9 |3 Molluscs and other Aquatic 42.76 0.76 | 6.65 | 1580.01 0.3 f,l.\\l?

invertebrates IS
(1052 | Cotton 7050 |05 143 |63y (Rl 1S

Note: HS: Harmonized System of Trade Classification
Source: http;//commercc.gov.in/EIDB.aspx

It is observed from table of that oul of the top ten export
commodity groups listed in the table, Fish and Crustaceans ¢y,
(HS Code: 03) registered the highest growth rate of 42.76 per cent,
closely followed by Cotton (HS Code: 52) with a growth rate of
40.59 per cent. The growth rates of these commadity Sroups were
statistically significant at one per cent probability level. Next to these
two commodity groups, the high-tech commodity group viz., Nuclear
Reactors, Boilers etc., (HS Code: 84) registered the highest growth
rate of 28.67 per cent followed by Iron and Steel (HS Code:72) with
a growth rate of 17.67 per cent.
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W

The high growth rate of all the abov? foqr commogiy -
was also associated with high levels fluctuations in termg of Cog lCieps
of Variation ranging from 111 per cent to 153 per cent, The Oth:t
export commodity groups that havc‘rcglstcrcd double digit gfmvu:
rates during the study period were Miscellaneous Chemica Prodycy
(HS Code: 38) with a growth rate of 16.44 per cent, Organic Chemica[s
(HS Code: 29) with a growth rate of 16.07 per cent, Plastic and
articles thereof (HS Code: 39) with a growth rate of 12.33 per cent
Rubber and articles thereof (HS Code: 40) with a growth rate ¢
12.20 per cent. Thus, out of 10 commodity gr-()lfps, the only
commodity group that has registered the single digit Statistically
insignificant growth of 9.56 per cent was the commodity group
Residues and Wastes from the food industries etc., (HS Code: 23),

The R? value of this commodity group was also very low. The
commodities that have registered the growth rates between 10 per
cent and 20 per cent, by and large, were subjected to relatively less
degree of fluctuations in terms of coefficient of variation. The mean

values of top 10 export commodity groups from India to Vietnam

varied between a low of Rs.70.39 crores to Rs.1580 crores during
the period under consideration,

Growth Rates of Major Commodity

Groups of India’s Imports
from Vietnam

The growth rates of Indig’s imports from Vie
from 2000-01 t0 2015-16 along with R? values, computed t-values, mean,
standard deviation, coefficient of variation ape furnished in Table.3. A
cursory glance at the table indicates that When Compared to the export
growth rates, the import growth nates from Vietnam were relatively
high. Among the listed top 10 import Commodity groups, the Hi-tecil
commodity group viz., Electrical Muchinely zuu{ E:]uipm;rnt ete., (HS
Code: 85) registered the reliable and fabuloyg Srowth of 7) 30 , “ent
perannum followed by Rubber and articles ), g il

RO (HS Cada. . .
a tremendous growth rate of 56.58 per cent {415 Code: 40) with

. . ) Foﬁ)t\\’ear‘
(HS Code: 64) with a magnificent growth rate 01'45.60 ne

. . o . e ~ i ey
and articles thereof with an amazing growth ryte of 40 Per cent, Plahtfb
important to note that the R? and computeq t-valuespoefr‘cem' o
commodity groups were all very high ind all these

icating the de
sustainable growth of these commodity Eroups in the ?f::gble and

tham during the period
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ronds 10 104X

({he other extreme, the co.mmodity group Lac, Gums, Resins etc.,
s Code: 13) cxltlbllC(! negative growlh of -18.21 per cent during the
seriod under consideration. Though anothcr.commodity group Other
Base metals, cermets ctc., (HS Code: 81) registered reasonably higher
owthrate of 18.26 per cent per annum, the growth was not statistically
gignificant and a}so the R? value was very low. The mean value of India’s
opten commodity groups from Vietnam varied between a low 0of Rs.4.29
crores in the ¢asc of Lac, Gums etc., and a high of Rs.2047.67 crores in
the case of Electrical machinery etc. It should, however, be noted that
the fluctuations in the quantum of imports from the country were very
high and were above 100 per cent indicating that the standard deviation
values of the commodity groups were higher than the corresponding
mean values. This implies that there are wide fluctuations in the year to
year India’s imports from Vietnam. Nevertheless, the growth rates of
imports of all the commodity groups from Vietnam were statistically
significant at one per cent probability level except in the case of one
commodity group viz., Other Base metals etc. (HS Code: 81).

Table.3: Growth Rates of Top — 10 Commodities of India’s Imports
from Vietnam Soc Rep During 2000-01 to 2015-16

S. | HS tcal Mean SD.
No | Code Commodity CGR% | R? value (Rsin (Rsin |CV %
crores) crores)
119 Coffee, Tea, Mate and Spices 27.90 | 0922 | 12.83 | 404.83 435.64 | 92.93
2 |13 Iv‘:;mg‘;'::ps m‘;’:ﬁ;ﬁg other | oqy | 044 |337 [429 a3l | 9954
Electrical machinery and

equipment and parts thereof; sound
3 |gs |recorders and  reproduceh | 7y 30 | 0,957 | 1766 204767 | 2883.82 | 71.01
television image and sound
recorders and reproducers, and
parts.
4 139 Plastics and articles thereof 40.66
Esscntial oils and Resinoids;
s |33 | perfumery, cosmetic or Toilet | 5176 095 | 1637 | 8663 [129.53 | 66388
preparations

0.817 | 7.89 | 79.17 104.31 | 76.47

6 |40 Rubber and Articles Thereof 5658 [094 |15.13 362.46 | 50431 | 71.87
20 | —— F—1

7 |g | Other Base Metals; Cermets; [ g2 | 031 |2.53 |3.36 4.87 68.99
Articles Thereof, T

8 |38 Miscellancous chemical products | 37,11 097 |22.74 | 38.36 42.99 76.22

9 |64 Footwear, Gaiters and the like; 45.60 096 |17.82 7502 08.42 89.23
parts of such Articles I

10 129 Organic Chemicals 2616 | 0.64 |5.04 28.18 18.57 151.75

Note: HS: Harmonized System of Trade Classification
Source: http;//commerce.gov.in/EIDB.aspx



Shares of Top 10 Export Commoditjes to Vietnam

Having discussed the growth of India’s top 10 eXpo
commodity groups from Vietnam, an attempt is maq, to
relative shares in total exports and imports, Table 4 inc

0
: i
information on the shares of top ten export commaogi, -t

India’s exports to Vietnam during the period from 2000_0]g:(‘:‘§:)s1 n
16. 5

Table.4: Shares of Top Ten Commodities in India’

$ Exports to the
Vietnam Soc Rep

N e % Share % Share i
N Commodity w000 | XK Wis16 | Rumy
O e YT [ P
2 30 Pharmaceutical Products 14.87 2 [276 |7
3 |39 W}Wn\
4 . Nuclear reactors, boilers, machinery and 4 ] 3.90 ”
mechanical liances; thereof. i ’ -
5 | 40 Rubber and Articles Thereof |5 | 0.3¢ |3
6 | 72 Iron and Stee] 592 | 6 | 133 | 18
7 | 38 Miscellaneous chemical products 533 §7 | 1236 | 1S
8 |29 OmnicChemimls 4.66 8 | 1.59 | 13
9 3 Fish ﬁdm Mol]usmandotbcr 9 I 16.76 ’:
Aguat I
% Cotton 3.19 10 | 4.99 |3
Total 8526 - 13713 -

It cogld be seen from table-4 that the top 10 India’s export
commodity groups to Vietnam

. accounted for an overwhelming
Proportion of 85.2¢ per cent of India’s exXports to Vietnam in the year
2000-01. Hq\ve\'er, over the yearg there hag been marked TN
the commodity composition of India’g exXports to Vietham. As c:)uld
be obsextv.ed from the table ip the year 2015-16 the to listed
commodities in the table coylq account for only 373 pent of
tqtal €Xports to the country, Except WO compy, 0;. "” per ¢ .
Fish and Crustaceang €1c., (HS Code: ¢ and Cott 1ty groups. \_172.,
all other commodity groups have 1oy their sh %) (HS s ;
penod of time, While the former Commpog; i Shcally.over the
1ts share drama!ically from 4.52 Per cent ¢ lsg(:) P could increase
from 9% 10 2%, the latter commodity groyy, coulg mli)li;icnm}lt and‘mflti(
ally gain i

Y L e
Wi :
ooz




fom 31 ¢ 2000-01 and
e 2000-01 an 2.015-1.6. Three other notable
pet® ites, that have retained their ranking within the top 10 even
com o their export shares were Residues and wastes from the

h) 105‘ H S
311;; e HS Code: 23 which has lost its share from 18.11 per cent
d the rank from 1% to 8™), Pharmaceutical Products

(fo"-5 p.er centan : ‘
(H'S Code: 30) which has lost 1ts share from 14.87 per cent to 2.76
or cent and rank from 2™ to 7" and Nuclear Reactors, boilers etc.,

}()HS Code: 84) which has lost its share from 8.03 per cent to 3.90
or cent and rank from 4 to 5). Thus out of the top 10 export

commodities five commodities slipped out of the top ten-list and in
their place neW commodity groups have entered. Appendix Table-
1 provides the details of the new commodity groups that have entered
into India’s export basket to Vietnam and their relative shares. These
10 commodity groups constituted about 81 per cent of the total
exports shipped to Vietnam in the year 2015-16. The structure India’s
exports to Vietnam in the year 2015-1 6 are vividly represented in the

form of Pie Diagram in Figure-2.
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accessed on 08.06.2017

Figure-3: Shares of Top Ten Commodities of India’s Imports from
Vietnam Soc Rep., during 2015-16
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All these commodity groups together accounteq

per cent of total imports from Yietnam in the year 28;5011]”1']3
implies that other new commodity groups have ep; B in;l |
import commodity basket and thereby Indja’s importg struco iy, |
been more diversified in the year 2015-]6 g Compareq 1., by |
2000-01. The details of new and diversified India’s jp, o “year |
from Vietnam in the year 2015-16 are furnished in ¢, Ap askey
Table-II. At the same time, the details of Indija’s import
from Vietnam in the year 2015-16 are furnished in the fo
Diagram in Figure-3.
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INFLOWS OF FOREIGN DIRECT INVESTMENT
22 | IN INDIA: AN ANALYTICAL STUDY

A.VENKATA PRASAD

Introduction:

Indian cconomy stands today as onc of the influential and attractive economy The
liberalization move by the Indian Government in 1990s has given a boost to the Indian
economy and put her into a fast track cconomic growth route. With the beginning of the new
millennium, India was considered as an emerging super power. In 2009, Indian GDP based
on purchasing powcr parity (PPP) stood at USD 3.5 trillion making it the fourth largest
economy. India’s service industry accounts for 62.5% of the GDP while the industrial sector
contributes 20% to the GDP. The agricultural scctor which was the back bone of [ndian
economy post-independence took a back scat in 21st century and contributed only 17.5% to
the GDP. India growth rate has been an average of 7% since 1997 and has maintained a

growth rate above 5% cven in times of global recession.

Foreign investments add a great deal to India’s cconomy. The continuous mflow of
foreign direct investment ( FDI), which is now allowed across several industries, clearly
shows the faith that overseas inveslors have in the country's cconomy. FDI inflows o [ndia
mereased 28 per cent in 2014 to reach US$ 36 billion, as per a United Nations (UN) report.
JForeign direct investments helps in developing the economy by generating employment to the
unemployed, Generating revenucs in the form of tax and incomes, Financial stability to the
government, development of infrastructure, backward and forward linkages to the domesuc
firms for the requirements of raw materials, tools, business infrastructure, and act as support
for financial system, Forward and back ward linkages are developed o support the foreign
firm with supply of raw and other requirements. [t helps in generation of employment and
also helps poverty eradication. FDI have helped India to attain a financial stability and
economic growth with the help of mvestments n different sectors. FDI has boosted the
cconomic Jife of India and on the other hand there are eritics who have blamed the
povernment for ousting the domestic inflows. Afier liberalization of Trade policies in India,
there has been a posiive GDYP growth rate in Indian cconomy.

= 1 P » NN e » i s 1 . . s "
l"f’“‘ '?“5 U“_UHLd as one of the largest global economies and the restlience of our
economy is evident from the fact that the impact of the global financial crisis has been far
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ent said while addressing Business
less severe in India than other countries,” the President said
Mecting at Funpro in Helsinki,
estment (FDD policy is widely seen Eo be a(r;xongs(
i allowing up to 100 per CC".' FDI un c1 the
" he said, adding that it makes India an

“Presently. our Foreign Direct Inves
the most liberal in the emerging economies, d s
sutomatic route in several of our sectors and activitics,
attractive destination for investments.

Nead for the Study
India is suffering from the scarcity of ﬁn‘
formation bocause it has to majorly depend upon

: - : : > ut .
domestic resourves are entirely m:uichuatfi fo tﬂfr)’cggcg coveral advantages like superior e
I abE N g ' N 12 POSSESSLS ©
acad of Foreign Investment in India. In

t, and abundant supp]
technology: well developed industrial base, large consumif {m;;ter;:latively low wagzpr;;eosf
skifled and educated workers who can fluently spf:ak Eng.tlljelr pihic :
Still. India attracts lesser inflows of FDI in comparison to 0

ancial resources and low level of capita]
he external sources of Finance. Also the
development programmes that is why

Research Methodology S

The study is based on secondary sources of data. The main source of data are vano_us
Economic Sunvé\'s of India and Ministry of Commerce and Industry data, RBI bulletin,
online data base of Indian Economy, journals, articles, news papers, etc.

Objective of the Study:
» To understand and analyze the global status of FDI in India
e To exhibit the year-wise & sector-wise analysis of FDI’s in India.

e To Study the trends of FDI Flow in India during 2000-01 to 2014-15 (April-August)

Trends in FDI Inflows

International Economic Integration plays a vital role in Economic Development of
any country. Foreign Direct Investment is one and only major instrument of attracting
Intemational Economic Integration in any economy. It serves as a link between investment
and saving. This section briefly presents the recent trends in global (developing economies)
capital flows particularly to emerging economies including India.

Global Trends in FDI Inflows:

FDI flows to developing economies reached g new high at $778 billj a
accounting for 54 per cent of global inflows, although the groW%h 1’ate$sl oiv:(li”tlgr; (}:;El:é:xz,
compared with an average growth rate over the past |0 years of 17 per cent. Developing Asia
continues to be the region with the highest FD] inflows, Signiﬁcam])‘, abovepthg =
traditionally the region with the highest share of globa| F DI FDI inflows were up alsoein the;

other major developing regions, A frica (up 4 : .
) ’ per cent) and Latin Amer a: :
(up 6 per cent, excluding offshore financial centres), merica and the Caribbean

In 2013, FDI flows returned to an y ;
13, FDI fl pward trend. G|
cent to S1.45 trillion in 2013, FDI inflows increased in v
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al FDI inflows rose by 9 per
all major €conomic groupings —
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e

\(-;wlog\\i‘ developing, and transttion cconomies. Global FDI stock rose by 9 per cent
N T % il NCT A YOI ‘ “ = e
rcaching =2 million. UNCTAD projects that global DI flows could rise to $1.6 trillion in

NULE 1,73 willion w 2013 and St

w
spread wider.

A > NIN N ’ ~ . . N S
\ ‘ 3 tmillion in 2016, The rise will be mainly driven by
westnents dewelopad economies

as their cconomic recovery starts to take hold and

Table 1: FDI Inflows, by Region wise 2011-13

(Billions of dollars and Per cent)

Region FDIU Inflows Pereentage (%) share
in world FDI
Inflows
2011 2012 2003 | 2011 2012 2013
World 1700 1330 1452 -- - -
Developad Econonues 0 S17 s66 | S1.8| 388 39.0
European Unton 490 216 26| 288 16.2 17.0
Noth Ameniea 263 204 250 155 153 17.2
Dxweloping Econonues 725 729 778 | 426 548 53.6
Afnca 48 N 57 2.8 4.1 3.9
A 431 413 426 253 312 20.4
East and South-East Ana 333 334 347 19.6 | 25.1 239
Sauth Asia 44 32 36 2.6 24 2.4
West Asia 53 N 4 3.1 3.6 3.0
Latin America and Canbbean 244 256 200 143 192 20.1
Occama 2 3 3 0.1 0.2 0.2
Transition Economies 935 S4 108 3.6 6.3 74
Source: World Investment Report, 2014
Fig. 1: FDI Inflows in Top - 20 host Economies in the World, 2012 and 2013

(US billion dollars)

Source: World Investment chhﬁ,
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economies resumed its recovery after the sharp fall in

2012, it remained at a historically low share of total global FDI flows (39 per cent), and still
57 per cent below its peak in 2007. Thus, developing countries maintained their lead over

developed countries by a margin of more than
Developing countries and ransition economies now

$200 billion for the second year running.
also constitute half of the top 20

Foreign Direct Investment in India: Issues and Challenges

137



o moved into tenth place and India on

” A \, \('(. N v ("
cconomies ranked by FDT inflows (figure 1). M¢ awe and maintained its position as the

fourteenth place. China recorded its Jargest ever infl
second largest recipient in the world.

TRENDS IN FDIINFLOWS IN INDIA

00-01 to 2014-15(April-Aug)

Table 2: FDI Inflows in India during 20 (US § trilfion)

i b ——M»-“'T*’T =
S.No. | Financial Year ;;::::Fm ;r' r:fth o
previous
year (in US
S terms)
01 4029 -
; 538?-02 6,130 *52:/"
3 2002-03 5035 ‘,__;_'_f‘;é‘ .
) 4 . 00306 | 4322 -14%
5 2004-05 6,051 +40%
E» 2005-06 8,961 +48%
7 2006-07 22,826 +146%
8 2007-08 34,843 +53%
9 2008-09 41,873 +20%
10 2009-10 37,745 -10%
11 2010-11 34,847 -8%
12 2011-12 46,556 +34%
13 2012-13 34,298 -26%
14 2013-14 36,396 +6%
15 2014-15 (April - 17,445 -
August, 2014)
Cumulative Total 341,357 =
from April 2000 to
August,2014

Source: http://www.rbi.co.in

India’s economic reforms way b

ack in 1991 has generate
investors and turning India into ope

d strong interest in foreign

of the favourite destinations for global FDI flows. Many
developing countries like India are facing the deficit of savings. This problem can be solved

with the help of Foreign Direct Investment. Foreign investment helps in reducing the defect
of Balance of Payments. The flow of foreign investment s a profit making industry like

insurance, real estate and business seryices and serving as a catalyst for the growth of
economy in India,

Total FDI inflows into Indiy in the pe
3, 41,357 million, Total FDI inflows into India
US$ 17,445 million (table-2). The services seet

riod April 2000-Ay

gust 2014 touched USS$
August FY15 was
tracted the highest

during the period April—

or (US$ 2,336 million) at
e T
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ppl cquity

millinn) anc

Sflows in the periog il Ay
infl l L April-Augus 2004, followed by th ices (USS 1,08
¢ services (USS 1,086

{drugs & pharmaceuticals (US$ 003 million) sect
' scctors,

pable 3: Sharve of Top T \
rable are of Top Ten Tnvesting Countries 1 Eaquity Inflows §
‘ Mows in India

March) i (April- = Inflows el
{ arch) August, | (April 2000 - [Um
2014) | August 2014) e
(in terms

[ Mauries_ S T WXLV 7 o e

" Singapore 2308 | SRS |1 | a7 Ty
%/ United Kingdom 1,080 3,215 827 213( R
—4/’/ Japan 2,237 1,718 897 17"]:; : :/0
{/M 1,850 2,270 1,562 12'7()’7 8.,%
| United States 557 806 394 12,321 2 ;
o 290 557 283 7.729 .

T | Germany 860 1,038 377 6,895 X
r’m 646 305 192 4’070 2"/0
”]’6” Switzerland 180 341 114 2,822 1 0/0
— | Total FDI Inflows | 22,423 24,299 12,014 222),716 85;0

from al_l (Top -10
Countries™* total
cumulative
%age)

Source: http://www.indiastat.com

*Includes inflows under NRI Schemes of RBIL.

Note: (i) Cumulative country-wise FDI equity inflows (from April, 2000 to August, 2014)
(i) %age worked out in USS terms & FDI inflows received through FIPB/SIA+ RBI's Automatic Route +

acquisition of existing shares only.

led the share of top investing nations by
on during April-August FY15, followed
, the Japan (USS 897

Table -3 shows that the country Mauritius
FDI equity inflows into India with US$ 3,934 milli
by Singapore (US$ 1,892 million), the Netherlands (US$ 1,562 million)

million) and United Kingdom (US$ 827 million).

Fig.2 Cumulative FDI Inflows to India (%)
I (April, 2000-01- 2014-15(April-Avgus)

_other, .,
L countries, 15;%

switzerland, 1%

France, 2% _ /2w a
Germany, 3% f T"Mauritius, 36%
Cyprus, 3% Vo o e & RO RN
USA, 5% |

4

Sowrce: Consolidated from Table.

S
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st share of FDI inflows at 36% amongst top

The country Mauritius had the large
9%), Japan (8%) and

countries investing in India. Singapore (12%), United Kingdom (
Netherlands (6%) were the other countrics in the top five lists (Fig.2)

The Sector wise FDI flows in India:

India attracted FDI cquity inflows of US$ 36,396 million in 2(/):3 '14[' Tl:ozl:im;laltjlgg
amount of FDI equity inflows from 2000-01 to 2014-15 (April - f“]g‘:f )trial i
3.41,357 million, according to the data released by the Department of Indus y

Promotion (DIPP)

36,396 million in 2013-14. The cumulative

2014-15 (April — August) stood at US$
the Department of Industrial Policy and

India attracted FDI equity inflows of US$
amount of FDI equity inflows from 2000-01 to

3,41,357 million, according to the data released by . - uting fo th
Promotion (DIPP). Services sector is one of the most important sectors contributing to the

sustained economic growth and development by contributing 62.5% to GDP. ’I.'her? 1sha
continuously increasing trend of FDI inflows in services sector with a steep rise In the

inflows from 2005 (onwards).

Table.d: Sector - Wise Top - 10 FDI Equity Inflows

(USS in millions)
Cumulative % age to
Rank Sector Inflows (April total
’00 August ‘14) | Inflows (In
terms of
USS)
1 Services Sector** 40,546 18%
2 Construction Development: 23,752 10%
Townships, Housing, Built — Up
Infrastructure
3 Telecommunications 16,499 7%
(radio paging, cellular mobile, basic
telephone services)
4 Computer Software & Hardware 13,191 6%
5 Drugs & Pharmaceuticals - 12,500 5%
6 Automobile Industry 10,120 4%
7 Chemicals (Other than Fertilizers) 10,070 4%
8 Power 9,269 4%
9 Metallurgical Industries 8,268 4%
10 Hotel & Tourism 7,441 3%

Source: www.unctad.org/fdistatistics
Note: ** Services scctor includes Financial, Banking, Insurance, Non-Financial / Business
Outsourcing, R&D, Courier, Tech. Testing and Analysis .

The Service sector comprising financial and nonfinancial services attracted 18 per
cent of the total FDI equity inflow into India, with FDI worth US$ 40546 million during
2000-'01 to 2014-15 (April-August) while construction activities including Town ship
Housmg,.B.uild-up infrastructure and attracted second largest amount of FDI worth USé
23,752 billion (10%) during the same period. Telecommunications (radio paging, cellular

Foreign Direct Investment in India: Issues and Challenges
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mobile, basic tclephone services third highest sector attracting FDI worth USS 16.499 million
( 7%) followed by Computer Software & Hardware which parnered USS 13,191 million
(6%) during the cumulative 2000-01 to 2014-15 (/\pril-/\ugnsl)‘. Drugs and Pharmaceuticals
received FDI worth USS 12,500 million (5%) while p()\vcf attracted FDI worth USS 9,269
million (4%) during above said period.

Government Initiatives:

India’s cabinet has cleared a proposal which allows 100 per cent FDI in railway
infrastructure, excluding operations. Though the move does not allow foreign firms to operate
trains, it allows them to do other things such as create the network and supply trains for bullet
trains ctc. The Union Cabinet has cleared a bill to raise the foreign investment ceiling in
private insurance companics from 26 per cent to 49 per cent, with the proviso that the
management and control of the companies must be with Indians. The Reserve Bank of India
(RBI) has allowed a number of forcign investors to invest, on repatriation basis, in non-
convertible/ redeemable preference shares or debentures which are issued by Indian
companics and are listed on established stock exchanges in the country.

India will require around US $1 trillion in the 12th Five-Year Plan (2012-17), to fund
infrastructure growth covering sectors such as highways, ports and airways. This requires
support in terms of FDI. The year 2013 saw foreign investment pour into sectors such as
automobiles, computer software and hardware, construction development, power, services,
and telecommunications, among others.

CONCLUSION:

On the basis of study we draw conclusion that maximum global foreign investment’s
flows are attracted by the developed countries rather than developing and under developmg
countries. Foreign investment flows are supplementing the scare domestic investments in
developing countries particularly in India. FDI has helped the Indian economy grow and the
government continues to encourage more investments of this sort. Attracting foreign direct
investment has become an integral part of the economic development strategies for India. FDI
has been a booming factor that has bolstered the economic life of India. Over the years FDI
flow is increasing. However India has tremendous potential for absorbing greater flow of FDI
in the coming years. The Indian government’s policy regime and a robust business
environment have ensured that foreign capital keep flowing into the country. The government
has taken many initiatives in recent years such as relaxing FDI norms in 2013, in sectors such
as defence, PSU oil refineries, telecom, power exchanges and stock exchanges, among others.
The same year, big global brands such as Tesco, Singapore Airlines and Etihad lined up to
invest in India as the government opened more sectors to foreign investment

FDI has grown in its importance in India in the last two decades. Cumulative FDI
inflows reached US$ 341,357 million between 2000-0lto 2014-15(April-August). Since
200001, sectors such as services, construction hotels and tourism, drugs and
pharmaceuticals, metallurgical industries, power, automobile, computer hardware and
software have performed well in attracting FDL.

Foreign Direct Investment in India: Issues and Challenges
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2014-15 (April-August) in

Service seetor ook the lion's ¢ between 2000-01 to Ll
he lion's share betw Telecommunications (8%)

IN% of ol FDEinflows, 1t was followed by construction (11%),
and Computer soflware & hardware (6%).

\ ' : ' ftius , » Jargest investor in
Country wise, in 2014-15(April - August), Mauritius has been the ‘ 1
) Mokl g ey is the second largest investor in

India neconnting for 33% of the total FDI inflows, Singapore s T (7.4%) and
India accounting for 15,7% of inflows, followed by Netherlands (13%) Japan (/.470
UK (6.8%), The investments from these countries are primarily concentrated in telecom,
power, transportation and service sectors,

Our Prime Minister Shri Narendra Modi's favourite punch linc for attracting foreign
investments = *no red tape, only red carpet”,
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Abstract: thdia dnd
s . . . 3 H 1 > ~en India ai
I'he period since the early 1990s has witnessed a perceptlblcf shift m‘r_clatrlonsctl)mu L::anaphv'cal
the members of the Association of Southeast Asian Nations (ASEAN). Close SEt=oh

proximity. ancestral trade ties, a nominal inlet of mercantile needs and joining of vle\r\? l‘l‘vt
comhim'-d a clever bond between India and ASEAN. Both sl_mrc a rpultl-facc?dﬂhr‘:?ylt
\ranscending across political, economic, energy, defence. stralegic. SCFUI‘I[_\" and informatne
realme.  Besides. India’s mercantile climb and flourishing pragmatism in genergs (ate s
combined a gainful atmosphere for informal cooperation. The present paper reviews [f“'ﬁ
performance of India’s merchandise trade with ASEAN during 2000-01 to 2013-14 (April-Dec)
on the basis of the data released by the Ministry of Commerce and Industry.

ral atfairs

KEYWORDS: ASEAN, Trade, Free Trade Agreement (FTA) and U{\TO.
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L Intiaduction

Several reg) - : ; ir!
regional cconomic groups have emerged in different parts of the world

i\ s v L ( " . . ' | ; [
er 19505, One such regional group that has made rapid atrides in terms of dez

iay

t fcian atmns

MIC i v ' " . e ot " - oL L
nic integration and geographical coverage is “ Association of Sonth Fos

) among the countrics of South East Asia. The Association of Southea<t \sian Natwns.

\NTAN, was cstablished on 8™ August 1967 in Banghok, the capital of [hailand, with the

¢ ASEAN Declaration called Bangkok Declaration by the five founding members of

et hir [esr
- ramely Indonesia, Malaysia, Philippines, Singapore and Thailand Brimet Dari<s

¥ } : g2 s | IR @
ned the Association on & January, 1984, Vietnam on 28 " July 199 Lan Pl

Myanmar on 237 July, 1997 and ( ‘ambodia on k& April 1999, making up what 15
AN is promotion of re

LAl !l\ ” ¢ (en-

‘rl“"“!; Cur-

G Cooun of ASEAN,  The prime objective of ASE
and fuller utilization of the existing r¢

.
p—— ¢ " H sources U
seraton among these members and cfficient ‘
: ; . 1 de i<t
= ASLAN is a unique example for regional co-operation and development. It €

+ tuccessful imer governmental organization in the developing world today. In the words af
General, UNO, “Today, ASEAN is not only a well-furctioning.

¢ to be reckoned with far bey ond the region.

‘nnar. former Secretary
ndispensable reality in the region. Itisa real forc

It i« alvo a trusted partner of United Nations in the field of dev elopment”.

1.2 Fyolution of Indo-ASEAN Relations:

ehenst Asia and India arc by no means strangers. Civilization and cultural links date back

(hsands of years, perhaps cven well into the pre-historic period. Ancient Indian clssical

THID

<t as the Ramayana, made reference to parts of Southeast Asia. Indian merchants
+ beiring Hinduism and Buddhism across the sca by the 1" century AD. influcncing the

pment of kingdoms and empires like Srivijaya in Sumatra and the Majapaine i Jave, Bl

o the Philippine archipelago,  Indian influence is still visible today in Southeast Asan

reteeeture, food, pop-culture, language and religion.

Vedern 1ndo — ASEAN relations stepped up a notch, towards the end of 1990s and the
Geming of 2000, In 1998, the then Indian Prime Minister, Mr. teal Bihart Varpxavee intended
o secclorate India’s Look East Policy.  The concept of extended neighbourbood was
ooputarized by Indian Leaders such as LK. Gujral and Jaswant Singh o lecture at the Instiwte
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» N . l"\.’('"l, 3 {
Reographical definitipy of South 4:;;'-‘:.”"" confines of the convenient, albeit, questionable,

The India B '
operation ““11‘“‘/\:1‘;C:chf,‘,?:‘:::??",ilj |hns' made ;zrgm slrid(r‘;'«inu: then, Tangible hi{l;m-rnl co-
political and security fields wl (‘ lt|n n'\ in 1992 The (I(‘»mmn quickly broadened to i huele |l(w
199 India then l\cé'\mc n- ) en .nd‘m \\ft\s‘a}r(‘(‘r(l(r(l full ASEAN l)mln;.t’\u’ lf;urm roatatug in
Asian S o { wmber of the ASEAN Regional Forum (ARE) in 1996 and the Fast
’ 17 umnat in 2008, and sipned on 1o the Treaty of Amity of Co-operation in 2003, New
Delhi has also linked bilate : . reaty o ,n1ll¥. P f
SERR — ”\"l (;k‘ml Iree ‘l':’l(l(? /\g'l‘ccmcm '\\‘lth ﬂlnl\p:.umlc :m‘«I. Fhailand and .uh‘-
Bonoal \m-i-;" ) e l ¢ l\L. ML‘lf(\l\@;-(ﬂ\l\pﬂ Co-operation |n||m|'|\fc”(\'l(.( “.:md the Bay of
vative for Multi = Speetral Technical and Fconomic Co-operation (BIMSTEC).
ASEAN and India have also concluded an ASEAN-India Free Trade Agreement in Goods
(ATFTAY. which was concluded in May, 2009 and came into force in Januaary 2010
India ASEAN relations reached a new high on 20-21 December, 2012 during the
Commemorative Summit eclebrating 20 years of dialogue partnership and 10 years of Summit
Partnership. The Commemorative Summit marked a qualitative jump in tone and tenor of India
ASEAN relations. One of the highlights of this summit was the clevation of ASEAN — India
relations 10 the level of a strategic partnership. It also saw the successful winding up of
neeotiations on the ASEAN = India FTA in Services and Investments.

1.2 India’s Merchandise Trade with ASEAN

Indiz now stands as ASEAN's fourth biggest trading partner and accounts for 10 pereent of
‘ndiz"s glohal trade. The bilateral agreements that have emerged in the recent years demonstrate
‘he evtent of India’s interest in engaging with Southeast Asia. ASEAN has been at the “heart™ of
india’e Look Fast Policy. ASEAN as a group is an important trade partner of India. It is India’s
{surth largest trading partner afier the EU, US and China. Almost 11 percent of India’s exports
oo 1o ASEAN and India Imports almost 9 percent of its total imports from these countrics
pether The present study analyses India’s trade with ASEAN region during the years from
2000-01 to (April-Dec) 2013-14.

1.3.1 India’s Merchandise Exports to ASLAN:

India’s merchandise exports to ASEAN have surged more than 10 times tfrom about USS$
5 G Billion in 2000-01 to US$ 25.6 billion in third quarter of the financial year (1Y) (April-Dec)
2015-14. The overall trend has been upwards, except during the 2009410 and 2012-13 both
aheolute and relative terms. The rising trend of merchandise exports from India to ASEAN has
been accompanied by a shift in the share of ASEAN region in India’s total exports during this
period. The share of ASEEAN region in India’s total exports which accounted for 6.53 per cent in
the vear 2000-01 has risen sharply and touched a high of 11.19 per cent even ina year of world
recession during the FY 2013-14. (See Table: 1),
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gion exhibited a abust growth of 23 6%

Mifie
Cmputed i MEat one per ce
AA :

sl N,

JO-O0 16 200718 Tl the provab rase
en there under

C-valuey piv Nt probability level as could be understond from the

2 winam o

1l Thu” ) , /\”\U.N[! the ASE AN couniries, .‘ﬂ"}.’”"”f"t I”:/n"l"«lll,
Whom Tndin's S0t have | and are considered 1 e the India's major trade padners with
share of these five o ‘ —'L n.\m::m?(l hy leaps and bounds duting the period under study, |
and 3t has ntries in Indip!

soared 1o ¢

$ total exports fo ASEAN vaq 9067 in the year 2000.01
\ ‘ A 1
Wide uctuations n

the year (April-Dec) 2013-14. How ever, there hase b

)3.59 per cent in o
Infermittent years, ‘The in '

the ' ¥ oy

mdication of the i crease in Indin's cxports o the repion 15 0 cles
! e s oy | . ‘ .

the cconomic r‘L‘ "}h"r""“ potential and the need to further examine the gaing made in buildin

s ¢ nnm.\sl’up between the two. 1t should be noted that tndia did nos cmerpe on the

for whicls ".m'l it began to seriously engage with ASEAN and other Tast Asian countrie

O wiich the Indig - e

O ASEAN summits provided a most useful opportunity, India
shEepements at the summit leve

Woilaas St
Decome a eredible inter loc

ir

i l:md\g:mc

) ‘.Q‘:i,/" *
‘ I'and all the subsequent developments have helped India 1)
ator with the major powers of the world.

Table:

[ India’s merchandise exports 1o ASEAN from 2000-01 to 20013-1

4(April-Decy
e — o (US 5 million)
\ Year India’s exportsto | India’s Exports | Growth  Rate | per  cert
world to ASEAN ( per cent) { share in
| India’s total
R . Exponts
_2000-0] 44.560.29 2,913.78 | 3022 T 653
200102 43,826.72 3,457.01 ! 18.64 788
2002-03  152,719.43 4,618.54 3360 T 876
~2003-04 163,842.55 5,821.71 26.05 911 |
£ 2004-05 83,535.94 8,425.89 44.73 1008
~2005-06 103,090.53 10,411.30 23.56 T 10.09
2006-07 126,414.05 12,607.43 21.09 997
~2007-08 163,132.18 1641352 | 3009 T 1006
200809 185,295.36 19,140.63 _ 1662 | 1032
T 2009-10 178,751.43 18.113.71 S37 11043
~2050-11 1251,136.19 2527781 | 4148 | 1020
C2011-12 1305,963.92 36,744.35 4338 11200
S 2012-13 1 300,400.68 33,008.21 -loa7 TossT
2013-14 229,121.81 25,649.03 e a“ TBE
_{(April-Dec ) S | S—
CAGHR (per | 19.58 23.08 |-
. __cent) EPSNRS S.
! 1F 0.982 0.977 __w_[:f-‘__ 1
~ tevalue 24.27 21.79 -

Source: Government of India (2013-14), Ministry of Commerce and Industry,
website: http://commerce.in/eidb/ergnent.asp
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Figure 1 .
S rovide SNADS . o ies as
provides a snapshot of the importance of individual ASEAN countries 2s

(1IN L\p(”t Ucs | “ .

Figure 1: 8 p—
Figure 1: Share ( per cent) of Individual country in India’s Trade with ASEAN

(A) Share (per ce STTI 5 .
we (per cent) of Individual country in India’s Exports to ASEAN in 2013-14(April-Dec)
Brunei Cambodia Indonesia

0% % 14%  Lao PDRP
_r07 Vietnam o 0%

Mo

P, Malaysia

_ 16%
' B 13%

Thailand
11%

Myanmar
~ Singapore _ %
LAY “ philippines

4%

1.3.2 India’s Merchandise Imports from ASEAN

India imported goods worth USS$ 4.1 billion in 2000-01 from ASEAN. During the period

April-December 2013-14, India’s Imports from ASEAN totalled USS 31.3 billion. according to

data released by the Ministry of Commerce and Industry. Table.2 presents India’s merchandise

imports from ASEAN and its relative share in India’s total imports. It is observed from the table

pt in the year 2005-06. But in
After 2006-07.

that India’s share in total imports is significantly rising trend exce
the very next year the imports have rebounded by staggering 66.38 per cent.

again there was a moderate negative growth of about -1.55 per cent in the year 2002009-10.

Nevertheless. India’s imports from ASEAN region as a proportion of her World imports
stagnated around 8.0 to 10.0 per cent during the period under study. Under the current stage of

FTA implementation, India, Malaysia, Singapore and Thailand are reducing taritls and afier

sometime other ASEAN members will also join the process. India imports food and related

items. raw materials and intermediates, and manufacturing goods. Given ASEAN’s cconomic

significance. India still does not figure prominently as a trade partner for ASEAN. However.

india — ASEAN trade, though increasing is not substantial enough compared to global figures
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and needs to be j
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Table: 2 India’

: s merchandis < Fo

S isc Imports from ASEAN during 2000-01 to 2013-14 (April-Dec)
(US $ million)

Vo ll::;ila s total | India’s Tmports Growth | ba'"ccnl sharc in
ports from ASEAN | Rate ( per | India’s total
cent) Imports from
5000 _ ASEAN =
\\ ’00? 8L 50,536.45 414748 -10.4] 8.20
| ;um_ : 51,413.28 4,387.22 578 | 853
| 30&'3; 61.412.14 515017 17.39 8.38
| 2003- 78.149.11 7.433.01 | 4433 951
| 2004-05 111,517.43 9.114.66 | 22.62 8.17 ]
L 2003-06 149,165.73 10.883.67 |  19.41 7.29
| 2006-07 : | s ]
. 185,735.24 1310848 | 6638 | 974
; 2007-08 251,654.01 ne7asl| 2522 | 901 |
‘ 2008-09 1556 |
| 303,696.31 2620296 1556 | 862
. 2009-10 288,372.88 25.797.96 | -1.55 8.94
‘ D ~ 77 |
| 2010-11 369,769.13 30,607.96 | 18.64 8.27
| 2011-12 489,319.49 42,158.84 | 37.34 8.6
| 2012-13 490,736.65 42,866.36 1.68 8.73
T3013-14 (April-Dec) | 231,584.11 31,384.74 8.97
| CAGR 23.58 23.72
! R’ 0.976 0.972
\ t-value 21.29 19.56
dia (2013-14), Ministry of Commerce and Industry.

R
Source: Government of In
website: http://commerce.in/eidb/ergncnt.asp

(B) Share (per cent) of Individual country in India’s Imports ASEAN in 2013-14(April-Dec)

-
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Note: Sum of share for ASEAN as a group is 100

N GOTO;(!)*(I:; IS()\?Z%:lnccd%fm tl‘lC data ’o.blaincd from th
site as given under Tables -1 and 2.

By working closely together, both side

other's recovery from the current global financial cr

been representing an impressive increasc, similarly India’s sustained cconc

ASEAN (o foster economic ties with it. India’s natural environments.

expertise. demand and supply conditions have made po

1.3.3 Trade Deficit with ASEAN

India-ASEAN merchandise trade was worth more t
Qince India’s imports from ASEAN have outpaced tho
been largely in favour of ASEAN during the period 2000-01 to 2012-13.

Table.3 India’s Balance of Trade with ASEA

¢ Ministry of Commercc

s would be able to contribute positiv

isis. As ASEAN's cconc

han US$ 75 billion in2012-13. (T

se of its exports, the bal

ULy 2014) TSSN 2 23192801

and

cly to cach
ymic significance has

ymic growth attracted

nature of industries,

sitive environment for ASEAN.

able -3)

ance of trade has

N during 2000-01 to 2013-14 (April-Dec)

(US § million)

Year India’s Exports | India’s Imports | Trade Turnover Trade |
= to ASEAN from ASEAN Balance |
2000-01 2,913.78 4,147.48 7061.26 -1233:7
2001-02 3,457.01 4,387.22 7844.23 -930.21
2002-03 4,618.54 5,150.17 9768.71 -531.63 |
1 2003-04 5,821.71 7,433.11 13,254.82 16114 ]
| 2004-05 8,425.89 9,114.66 17,540.55 -688.77 |
2003-06 10,411.30 10,883.67 21,294.97 -472.37 |
2006-07 12,607.43 18,108.48 30,715.91 -5.501.05
2007-08 16,413.52 22,674.81 39,088.33 -6,261.29 |
2008-09 19,140.63 26,202.96 45,343.59 -7,062.33
1 2009-10 18,113.71 25,797.96 43,911.67 -7.684.25
12010-11 25,2717.81 30,607.96 57.885.77 -3330.13 |
2011-12 36,744.35 42,158.84 78,903.19 3414.49 |
 2012-13 33,008.21 42,866.36 75,874.57 -‘)SSS.l_,T_j
2013-14(April - - 17,712.88 20,826.01 38538.89 3.113.13 |
Dec) E

Source: Go

vernment of India (2013-14), Ministry of Commerce and Industry.

website: http://commerce.in/eidb/eruncnt.asp

SEAN in the last decade, and the deficit has increased

india has been running a deficit with A
around US$ 9.8 billion in 2012-13. The widening trade

from about US$ 1.2 billion in 2000-01 to
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ports (USS 20,8 b -.adc trends with ASEAN.  In 2013-14 (April -
: 101) continued to exeeed exports (US$ 17.7 billion), with
But as could be seen from Table 3, total trade between

a trade deficit arou

the two has been increasing rapidly

Dy . Y
1.4 Problems and Prospects of Indo-ASEAN Trade

In the last decade, India did not h
member  countries,

Philippines.

ave trade surplus with most of the individual ASEAN
NL‘VcrlhclI:s(:la]l::Z'.cx??glions are 'Singaporc.. Cambodia. B.runci. Vietnam :m‘d
ran the highest bilateral tr ) '(‘i‘ 1;“- to. expand ns.lradc lelh tI\cs? <‘:ountr1cs. In 2012-13, Ind!a
(USSS.§ l;illion) g ade deficit with h.1d.onesm (US$ 9.55 billion). foll.owc‘d by Malays:m

. nailand (US$ 1.6 billion). India is keen to establish its commercial
pl‘c‘scncc M ASEAN. India has an active interest in exporting chemicals, pharmaceuticals and
l.'k‘img‘d petroleum products. These are the areas where India may choose to explore possibilities
M ASEAN. ASEAN countries are the important destination for export-oriented manufacturing,
particularly in electrical and electronic products, automobiles and related equipment, as well as
other light manufacturing goods. Indian companies could compensate for their current lack of
competitiveness in these areas by forging partnerships with ASEAN firms. The agreement will
make access to ASEAN markets easier. It would also provide a platform for Indian companies

that want (o engage with ASEAN companies by offering their expertise and technological
capabilities in exporting to third country markets.

1.5 Concluding Remarks:

This paper has tried to explore the past trends and the future prospects of India-ASEAN
trade magnitudes and trade relations. The agreement on trade in goods that came into effect at
the beginning of 2010 was possibly a starting point in this respect. The India-ASEAN two-way
trade grew more than ten-fold from US$ 7.6 billion in 2000-01 to US$ 75.8 billion in 2012-13.
In spite of this spectacular growth in the volume of trade with ASEAN, the share of India’s
exports to ASEAN as a proportion of her total global exports is still at a very low level,
accounting for only 10.98 per cent in 2012-13, while India’s imports from ASEAN countries still
hover around 8.73 per cent of her global imports during the same year. Thus the volume of trade
is still small, considering the vast potential for trade that exists among countries of over 1.8
billion people (both India and ASEAN). It is hoped that the target of US$ 100 billion total trade
will be reached by 2015 and US$ 200 billion by 2020. One of the reasons cited for the less-than-
potential trade realized with ASEAN especially when India’s exports are growing steadily is that
India has not made an earnest attempt to look beyond its traditional trading partners such as the
US, the UK, Europe and Japan.
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