
 

 

 

Pradeep1*, Anand Kumar Singh2 

w
w

w
.i
g

n
it

e
d

.i
n

 

176 

 

 Journal of Advances and Scholarly Researches in Allied Education 
Vol. 19, Issue No. 6, December-2022, ISSN 2230-7540 

 

China’s and India’s Roles in Global Trade 

 

Pradeep1*, Anand Kumar Singh2 

1
  Research Scholar, Gautam Buddha University, Department of political science and IR 

Email: pradeepchaudharydu@gmail.com 

2
 Research Scholar, (NIT Silchar), Department of Management Studies 

Email: anandsinghvns123@gmail.com 

Abstract - The two nations with the greatest populations worldwide are China and India, whose economies 
are also expanding at the quickest rates. The greatest pools of highly trained laborers in the world are 
found in these two Asian tigers together, and it is widely believed that these two nations will continue to 
drive global economic development in the twenty-first century. There is a significant possibility for 
additional expansion as seen by the recent fast rise in bilateral commerce between the two nations. China, 
known as the "factory of the world," has been expanding at an astounding rate of 10% a year, while India, 
known as the "back office of the world," is expanding at a rate of about 7%. However, what makes the 
two giants particularly potent is how their strengths complement one another. In this paper, researchers 
study China's and India's roles in global trade. 
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INTRODUCTION 

China and India both have comparable starting points, 
but their patterns of integration into global business 
are vastly different in almost every respect. Until the 
last 25 years or so, India and China each contributed 
just a tiny percentage to international commerce in 
commodities and services.  The years that followed, 
however, proved to be vastly different for each of 
them. Since the turn of the millennium, China's share 
in international trade in goods and services has 
increased steadily, reaching 7%, while India's share 
has increased considerably more slowly, to around 
1%. [1-3] 

These tendencies are reflective, to some extent, of 
varying rates of production expansion. While these 
distinctions are important, they do not fully explain the 
trade integration gap. India's 1.3% proportion of global 
commerce is somewhat lower than its 1.8% share of 
global production, whereas China's 7% share of global 
trade is around 30% more than its 5% share of global 
output. Since the early 2000s, China's proportion of 
global commerce has increased faster than its share of 
world production. India's part in global trade has 
traditionally trailed behind its share of world output, 
even though it joined the World Trade Organization six 
years before China.[4-5] 

These variations reflect various degrees of trade 
liberalization. Since the mid-1980s, China has become 
progressively more open to international commerce, 
with the government actively promoting the export of 
manufactured commodities to spur domestic growth. 
[6] 

India, in comparison, has just recently begun to open 
up, more than a decade later, and this process has 
sped up significantly over the last few years. This is 
seen in the gradual decline of Indian import tariffs 
from 35% in 1999 to 10% in 2021, albeit these rates 
are still high and inconsistent compared to those of 
other developing countries.[7-8] 

LITERATURE REVIEW 

Bhat (2018)
9
 In his work "India and China 

Commerce Complementarities and 
Competitiveness," examines the dynamics of 
bilateral trade between the two countries after China 
accedes to the World Trade Organization (WTO). 
The book combines the findings of a primary survey 
with those of a secondary data analysis, drawing 
broad similarities between the two. The authors have 
utilized the "trade intensity" to evaluate the 
closeness of the trade ties between these two 
nations. This book analyzes supplementary indexes 
that evaluate the current and future possibilities of 
commerce between these nations. Due to China's 
manufacturing capacity and India's knowledge-based 
service potential, it is clear that India and China have 
complementary interactions in the inter-industry 
product. However, they are equally competitive in 
markets for items that need a lot of human labor. 
Europe (EU), North America (USA), Asia (Japan), 
and Southeast Asia (ASEAN) are the most 
competitive markets. The authors have used the 
period from 1996-2005 to investigate the 
aforementioned factors. 
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Dutta (2016)
10

 Indo-Chinese ties in the globalized age 
have been brought to light in his article "India-China 
Relations in the Era of Globalization." The relationship 
between India and China is ancient yet has played a 
little role in either country's history. There has been a 
change in policy for both nations in this globalized 
period. This is a major factor in the dramatic 
improvement in ties between them beginning about the 
middle of 1999. The effects of Indo-Chinese ties on 
economic development, border commerce, and 
investment, and other topics were also explored in the 
paper. For the last five years, commerce between the 
two nations has been steadily rising. The worldwide 
market effect of this topic is not addressed in the 
essay. 

Desai (2019)
11

 In his work "India and China: An Essay 
in Comparative Political Economy," explores the 
similarities and differences between the political 
economies of the two nations, focusing on the 
historical legacies of each. The political ties and 
economy of the two nations are compared and 
contrasted in the article as well. In contrast to their 
early periods, the political systems of both nations 
have evolved differently. On the other hand, there are 
certain shared characteristics between the two in the 
economic realm. This article divides the course of 
development into two distinct halves. In the first 
stages, both nations improperly relied on the state as a 
driver of economic expansion. Both nations began 
implementing liberalization measures in the second 
phase as a means of adjusting to contemporary times. 
In this analysis, GDP was calculated using the PPP, 
which is a flawed method for gauging an economy's 
true health. 

Boillot, Jean-Joseph (2020)
12

 The study "India and 
China Trading; Lesson Learned and Projections " 
describes the asymmetric, dynamic, and trade 
relationship between these two nations from the early 
1990s. In addition, new developments that will shape 
the international trade landscape beyond 2015 are 
discussed. Using econometric methods such as the 
gravity model to estimate the optimal amount of trade, 
the CRIER model to assess trade potential, and the 
specialization model to evaluate sectoral 
complementarity between the two nations, the authors 
have analyzed the feasibility of further bilateral growth. 
In terms of hard numbers, China is still light years 
ahead of India in 2015. The service industry is not 
considered, though. It follows that a crucial area was 
neglected by the writers of this work. Even though the 
author has estimated the sectoral complementarity, 
they have not taken into account the natural 
resources. 

Xiaogang (2021)
13

 In "Proposals for Future 
Development of Commercial and Economic Relations 
Between China and India," published talks about 
economic collaboration and new potential for trade 
cooperation between the two countries. The author 
goes on to explain why India and China haven't been 
able to work together more economically, including the 
low amount of commerce, narrow trading territory, and 

sluggish growth of border trade. Improvements in 
political relations and the adoption of WTO regulations 
for growth in commerce are also highlighted, as are 
the potential presented by development in China's 
southwest and India's northeast. This article also 
offers several important factors for future growth, such 
as establishing a cooperative sub-regional cooperation 
community and prioritizing the construction of transit 
infrastructure. Notably absent from this analysis are 
discussions of the variables that may have influenced 
trade. 

OBJECTIVE 

1. To analyze the intensity and depth of bilateral 
linkages in China and India. 

2. To identify the Services trade in China and 
India. 

METHODOLOGY 

The current research intends to examine China's and 
India's roles in global trade. To comprehend the 
function of commerce in these two countries and its 
potential for the future, used. The data used in this 
analysis was obtained from secondary sources, 
including the World Bank, International Monetary 
Fund, and ESCAP. 

OUTCOME 

Bilateral Linkages In Goods Trade: General 
Intensity And Depth 

When comparing China and India, the overall degree 
of trade intensity or even the depth of bilateral trade 
linkages is quite different. China's regional and 
global integration is extraordinary, especially when 
contrasted with India's. In contrast to India, China 
mostly imports from other developing Asian 
countries and exports to more developed economies 
like the U.S. and the eurozone. India's largest 
commercial partner is China, while China's largest 
trading partner is India; 1.3% of Chinese imports or 
1.6% of Chinese exports were from India in 2022. 

When looking at developed-world imports, China 
accounts for a considerable chunk, whereas India 
accounts for a vanishingly small fraction. 

China's bilateral trade ties are greater and its trade 
intensity is higher than its economic size, location, 
and other pertinent characteristics would predict. 
However, India's bilateral trade ties are weaker and 
its total trade intensity is lower than what would be 
expected based on fundamentals. To ascertain what 
the "natural" overall degree of trade intensity or the 
amount of bilateral trade ties are between China and 
India, we use a baseline against which actual trade 
developments may be analyzed. This benchmark 
was developed using a gravity model, and it makes 
extensive use of the source material. Because of its 
high explanatory power and commonplace 
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appearance in trade's empirical literature, gravity 
models provide a useful benchmark. They establish a 
connection between GDP, distance, membership in a 
free trade area, and dummy factors to explain 
differences in international commerce. 

The collection of countries that speak the same 
language, have the same physical borders or have 
experienced similar historical events. The following 
equation is used to generate the findings shown here: 

 

In equation (1), Tijt stands for the volume of commerce 
between countries I and j at time t, yijt represents the 
real GDP of nations I and j, and dij is the distance 
between the two countries. The Zijk dummy variables 
are included in this equation to account for pairings of 
countries that share some other characteristic, such as 
a language, a border, a shared history, or membership 
in the same free trade area. Trade potentials may be 
inferred by comparing the forecasted values to actual 
trade trends. It's common for emerging nations to have 
their actual trade fall short of their forecasts, which 
might foreshadow future changes in the other 
direction.  To be clear, the IMF DOTS database solely 
takes into account products traded between countries. 
A gravity model for services trade has recently been 
published in several studies. The estimated findings 
imply that China is already highly integrated in terms of 
fundamentals when looking at the total degree of trade 
intensity. Similar patterns may be seen in other 
developing Asian countries, while the economies of 
central and eastern Europe during their transition tend 
to be less linked.  When compared to China, India's 
level of global trade integration is low. This may 
indicate a future opportunity for a catch-up. 

 

Figure 1:  Gravity model multilateral integration 

However, India may not be as able to generate 
competitive products for international markets as 
China due to a variety of factors. 

Infrastructure. China spends far more money than 
India does on building up its modern infrastructure. 
The communication infrastructure, however, has seen 
significant improvements in India in recent years. As a 
hub for international trade, a financial center, and a 

center for cutting-edge manufacturing practices, Hong 
Kong has been immensely beneficial to China. There 
is no such resource in India. 

Guidelines for the treatment of workers. When 
compared to China, where workers' rights are often 
violated, India's labor market is more strictly governed. 
Together with the elimination of restrictions on trading 
in other countries, China has used this to its 
advantage in a variety of industries, including the 
textile and clothing sectors. However, a great deal of 
informality characterizes the Indian labor market. Only 
15% of the working population has a regular job 
contract, and most of them are found in major cities. 

India receives a far smaller share of FDI than China 
does, which has cost the country knowledge, 
productivity gains, and advantages from increased 
competition. To entice FDI, India has followed China's 
lead and established "Special Economic Zones," which 
provide tax breaks and streamlined processes for 
projects with an eye toward export. 

Results from the estimates reveal that China's 
bilateral trade connections are greater than facts 
would indicate, while India's are weaker. In 
particular, despite appearances to the contrary 
based on factors such as economic size, geography, 
and other relevant qualities, China is highly 
integrated with other emerging Asian countries. 
Some might say this is evidence of China's growing 
role in regional manufacturing systems for exports, in 
which domestic and foreign firms alike increasingly 
use China's cheap labor costs to their advantage. 
Since of this, China is very important because it 
serves as a processing and assembly hub for inputs 
imported from other developing Asian nations and 
then re-exported to the marketplaces of developed 
economies at a true price that is about 20-30% 
higher than their original worth. Commodity-
exporting countries like Canada, Peru, and Australia 
are quite strongly intertwined with China as well. In 
contrast, India's economy is less intertwined with 
others, especially those of its Asian neighbors, than 
would be expected based on fundamentals.  

 

Figure 2: Gravity model findings: China's 
bilateral integration 
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Figure 3: Gravity model findings: India's bilateral 
integration 

Trade-In Services 

Although India is developing quickly, this is happening 
primarily in deregulated industries like information 
technology and information technology-enabled 
services, which are India's flagship of integration into 
global commerce. China's proportion in international 
services trade was 3.1% in 2006, higher than India's 
2.7%. 

But after the start of the century, India's percentage 
has increased dramatically. Since Indian authorities 
liberalized the telecom and IT industries, their growth 
has more than quadrupled during the past four years. 
Consequently, both India and China have now ranked 
among the top 10 service-exporting countries in the 
world. India is also the leading exporter of services 
and has the most specialized economy in the world. 
Compared to the world's two largest service 
exporters—the United Kingdom and the United States, 
services exports make up around 38% of India's 
overall exports. While China's industrial exports are far 
higher, its service exports make up just 9% of the total. 
Even though China and India's shares were around 
the same ten years ago (20% and 16%), India has 
become more specialized in providing services in that 
period. 

India's IT and IT-enabled service exports are booming 
thanks to the liberalization of these industries. When 
compared to its industrial exports, China's service 
exports are more diverse and complementary, which 
speaks to the country's growing prominence in 
international commerce. Since the late 1990s, India's 
IT exports have skyrocketed. Since the late 1990s, the 
sector's contribution to GDP has doubled, from about 
2% to 5%, making it one of the fastest-growing in the 
economy. Meanwhile, direct employment has 
increased by over a million, but this represents less 
than 1% of the total labor force. Approximately a 
quarter of the predicted $36 billion in revenue for the 
industry in 2006 was anticipated to come from 
business process outsourcing. Sixty-one percent of 
sales came from outside markets, most notably the 
Americas (70%) or Europe. Despite this, India's export 
success has slowed down in other service categories. 
This reflects the fact that many services in India are 
still provided by the country's unregulated informal 

sector, which is notoriously inefficient due to its lack of 
openness to competition. 

 

Figure 4: Sector-by-sector breakdown of India's 
service exports 

 

Figure 5: Sector-by-sector breakdown of China's 
service exports 

Alternatively, China's exports of a wider range of 
services have seen robust development over the last 
decade. There is a lot less focus on China's exports 
of IT services than there is on India's, even though 
China is emerging as a possible competitor to India. 
China's growing importance as a manufacturing 
powerhouse in Asia is likely tied to the country's 
prowess in (maritime) transportation. Considering 
these complementarities, it's interesting to note that 
China's export ratio of services over exports of items 
has been rather stable over time. When compared to 
IT product exports, India's ratio of IT service exports 
to total IT exports has grown dramatically over time, 
indicating the country's increasing specialization in 
and reliance on this service activity. 

CONCLUSION 

This paper compares and contrasts key aspects of 
China and India's roles in global trade and finance, 
including estimates from a gravity model to gauge 
the overall degree of their trade intensity or the depth 
of their bilateral relations. 

However, the fundamental finding of the research is 
that the most noticeable distinction between India 
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and The many ways in which China has joined the 
global economy are on display. It is shown that 
China's trade intensity is higher and its bilateral trade 
linkages are better than its economic size, geography, 
and other pertinent factors would indicate. And yet, 
bilateral trade ties between India and other countries 
are determined to be less than they should be given 
the strength of India's economy. These results most 
likely reflect various patterns of regional integration. 
The "Asian production chain," in which China plays a 
significant role, is a regional production network for 
export activities. When compared to China and South 
Korea, India's regional integration is lower, reflecting in 
part its poorer trading linkages with other Asian 
nations. In this way, the findings reveal several 
challenges that might hinder India's potential to 
produce internationally competitive goods in the same 
vein as China. 

RECOMMENDATIONS 

Metrics of competitiveness also show that, unlike 
India, China is becoming a direct rival of advanced 
countries in the trade of products. Our research 
indicates that China today has a fully acknowledged 
comparative advantage in high technology, on par with 
other industrialized nations, while maintaining the large 
advantage it has historically had in low technology. 
However, India's edge lies in its low-tech sector, where 
it remains a global leader. Although India's economy is 
expanding quickly, this expansion is limited to 
unregulated industries like information technology and 
information technology-enabled services, which serve 
as the country's flagship for entering the international 
trade market. 
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