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Abstract

To achieve this, we emphasize the importance of establishing a road map for intra
BRICS economic cooperation. In this regard, we welcome the proposals for a “BRICS
Economic Cooperation Strategy” and a “Framework of BRICS Closer Economic
Partnership”, which lay down steps to promote intra-BRICS economic, trade and investment
cooperation. Based on the documents tabled and informed by the input of the BRICS Think
Tanks Council (BTTC), we instruct our Sherpas to advance discussions with a view to
submit their proposal for endorsement by the next BRICS Summit.” Furthermore, as adopted
in Fortaleza, the ,,Objective” of BRICS Trade and Investment Facilitation Plan states:
“Taking fully into account the economic diversities among BRICS members, especially the
work done in trade and investment facilitation in respective economies, this Action Plan is
to provide a menu of suggested actions for the BRICS members, with the aim of further
advancing the work in the area of trade and investment facilitation.” At the Fortaleza
Summit, the Leaders of the BRICS group of countries and their trade ministers have rightly
underlined the importance of ,,trade” in taking forward the future agenda of their trade and
economic cooperation. Together they account for almost 20 per cent of global trade and

generating more than 40 per cent of global economic growth.
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1.1 Introduction

In 2008, four emerging economies, viz. Brazil, Russia, China and India, came together
to form the BRIC group of countries. In 2010, South Africa, another emerging economy,
joined this group, which came to known as the BRICS group. Together they account for
almost 18 per cent of the world’s economy. They have approximately 3 billion people,
a combined nominal gross domestic product of US$ 16.039 trillion and an estimated
US$ 4 trillion in combined foreign reserves. All are members of the G20 group of
countries. In July 2014, the BRICS Leaders held their Sixth Summit in Fortaleza, Brazil.
While they decided to form a New Development Bank, with an initial authorized capital
of US$ 100 billion to finance infrastructure and sustainable development projects and
also created a Contingency Reserve Arrangement worth US$ 100 billion, the Fortaleza
Declaration underlined the importance of intra-BRICS trade and other areas of economic
cooperation. Article 20 of the Fortaleza Declaration states: “We are committed to raise
our economic cooperation to a qualitatively new level. To achieve this, we emphasize
the importance of establishing a road map for intra BRICS economic cooperation. In
this regard, we welcome the proposals for a “BRICS Economic Cooperation Strategy”
and a “Framework of BRICS Closer Economic Partnership”, which lay down steps to
promote intra-BRICS economic, trade and investment cooperation. Based on the
documents tabled and informed by the input of the BRICS Think Tanks Council
(BTTC), we instruct our Sherpas to advance discussions with a view to submit their
proposal for endorsement by the next BRICS Summit.” Furthermore, as adopted in
Fortaleza, the ,,Objective” of BRICS Trade and Investment Facilitation Plan states:
“Taking fully into account the economic diversities among BRICS members, especially
the work done in trade and investment facilitation in respective economies, this Action
Plan is to provide a menu of suggested actions for the BRICS members, with the aim of
further advancing the work in the area of trade and investment facilitation.” At the
Fortaleza Summit, the Leaders of the BRICS group of countries and their trade ministers
have rightly underlined the importance of ,,trade* in taking forward the future agenda of
their trade and economic cooperation. Together they account for almost 20 per cent of
global trade and generating more than 40 per cent of global economic growth. Therefore,
given the growing importance of trade among the BRICS group of countries, and that
India’s new trade policy is expected to be announced in August 2014, this Discussion

Paper analyses the trends in trade between six pairs of BRCS countries (Brazil, Russia,
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China and South Africa) and their implications for India. Other than trend analyses,

Degrees of Similarity in Export Structures (Finger-Kreinin Index) and Relative Export
Competitive Pressure Index (RECPI) are calculated to understand competitive strengths
and weaknesses with direct competitors in respective markets. Revealed Comparative
Advantage measures of the top ten products of Brazil, Russia, China and South Africa,

and their comparison with those of India are also calculated to analyses trade similarities.

1.2 Review of Literature

Deepika Kumari and Neena Malhotra(2014) in their study “Trade-Led
Growth in India and China: A Comparative Analysis” state that the trade-led growth
theory has received considerable attention over the decades with vast amount of literature
devoted to analyse it empirically, particularly, in the case of export- led growth hypothesis.
India and China are two large Asian Countries experiencing rapid growth during recent
decades. Their study aims to examine the impact of exports and imports expansion on
Economic Growth for India and China. The study concluded that China performed better as
compared to India. The difference in performance between India and China is not simply
because of timings of changes in policies but the speed of reforms, implementation of

policies and nature of political governance also mattered.

Wani and Dhami (2013) in their paper “Indo-China Trade: Intensity and Potential for Future Trade”
attempts to identify how the bilateral trade between India and China helps in growing their partnership for
their mutual benefit in the coming time. The trends in the growth rate of China—India trade shows a huge
potential focused on their political achievements.

Suresh (2012) in his paper “Exchange Rate Impact on Bilateral Trade between India and China”
tries to find how Chinese Renminbi (RMB) impacts India,,s trade with China. The findings hold that

appreciation in RMB will impact India“s trade, mainly with higher elasticity for imports.
1.3 Objective of study
» To explore the current status of foreign trade of India with China.
» To analysis the Net barter terms of Trade of India with China.

» Tosuggest proper guideline for the improvement in Terms of Trade with China.
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1.4 Research Design

1.4.1 Collection of data

This study is based on the secondary data which is collected from the Reserve bank
of India, CSSO, NSSO, Ministry of Employment Govt. of India, etc.

1.4.2 Research Methodology

The Balance of Trade between India and each of the East Asian Countries has been
calculated from the import and export values separately for the concerned time period. In
order to calculate India’s Net Barter Terms of Trade a certain procedure is followed. For
calculating Net Barter Terms of Trade, we needed Unit Value Index of imports and exports.
Thus, first of all, after analyzing the composition of India’s trade with each of the East Asian
Countries, the important items of imports and exports have been identified. On the basis of
this, Unit Value Index of imports and exports with each of the East Asian country is
calculated by taking up the top ten exports and imports commodities because these top ten
commodities contribute around 90% of the total trade. Then the Net Barter Terms of Trade
has been calculated for the time period between 2003-04 and 2013-14 taking 1999-2000 as

the base year. The Net Barter Terms of Trade was calculated using the following formula:

NTT = UVI (Exports) x 100

UVI (Imports)
Where,
NTT is Commodity or Net Barter Terms of Trade

UVI stands for Unit VValue of Index
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1.5 Terms of Trade

Terms of Trade (TOT) implies the relative price of exports in terms of imports. | n the case
of bilateral and multilateral trade between countries, the Terms of Trade determine the rate of
exchange of one good or service for another. It can be defined as the ratio of export prices to import
prices. It can be understood as the amount of goods an economy can import against per unit of goods
exported. Hence, relationship between the prices at which a country sells its exports and the prices

paid for its imports can be termed as Terms of Trade.

A favourable Terms of Trade means the country concerned can buy more products, as the prices
of imports fall relative to the prices of exports. The Terms of Trade may be influenced by the
exchange rate because a rise in the value of a country's currency lowers the domestic prices of its
imports and make its exports costlier.

CHINA

In the tables given below, the Unit Value Index of Exports and Unit Value Index of Imports of
India with China have been calculated; and the Net Barter Terms of Trade has been calculated through the

resulting values:
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Table 1.3

India’s Net Barter Terms of Trade with China
Base 1999-2000 = 100

Year UVI (Exports) | UVI (Imports) Telr\lrit: i?:_[i; de
2003-04 2.921 1.355 215.7
2004-05 3.268 1.691 193.2
2005-06 3.903 1.608 242.7
2006-07 36.085 1.426 2529.8
2007-08 5.492 1.878 292.4
2008-09 6.010 2.290 262.5
2009-10 9.607 1.571 611.5
2010-11 3.369 1.599 210.6
2011-12 4.741 1.851 256.2
2012-13 2.125 1.772 119.9
2013-14 1.937 1.633 118.6

Figure 1.1

India's Net Barter Terms of Trade with China

India’s Net Barter Terms of Trade with China was 215.7 in the year 2003-04. The Terms of
Trade deteriorated in 2004-05 by 22% due to the high increase in prices of Organic and Inorganic

Chemicals, Fertilizers, Vehicles, Articles of Iron and Steel in imports in that year.
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In 2005-06, the Terms of Trade improved by 49% due to the increase in the prices of exports

of Ores, Slag and Ash, Mineral Fuels and Mineral Oils, Plastic and its articles, Copper and its
articles. The year 2006-07, showed a huge increase in Terms of Trade. This was due to the high
increase in the prices of Mineral Fuels and Mineral Oils, which led to the improvement in Terms of
Trade with 2287%.

In 2008-09, the Terms of Trade deteriorated by 2237% as the prices of Mineral Fuels and
Mineral Oils came down. In 2009-10, again there was increase in the prices of exports of Mineral
Fuels and Mineral Qils, Ores, Slag and Ash, Iron and Steel, Copper and its articles; that led to the

high improvement in Terms of Trade with 349% in that year.

The sudden fall in the exports prices of Salt, Sulphur, Lime and Cement, Mineral Fuels and
Mineral Oils, Natural Pearls, Precious and Semi-Precious Stones in 2010-11; led to the deterioration
in Terms of Trade by 401%, but improved by 46% just the next year, i.e. 2011-12, due to the
increase in the prices of exports of Mineral Fuel and Mineral QOils, Cotton, Copper and its articles

and Iron and Steel in that year.

In 2013-14, the prices of exports of Copper and its articles, Nuclear Reactors, Boilers,
Machinery and Mechanical Appliances, Natural Pearls, Precious and semi-Precious Stones fell and
thus, the Terms of Trade deteriorated with 137% and further by 1% in 2013-14.

If we analyse, the trend of improvement or deterioration of India’s Terms of Trade with
China, we found that in most of the years in the span of these eleven years (2003-04 to 2013-14),
the Terms of Trade have mostly showed an improvement. This is a good sign for India. Taking an
exception of 2012-14, the Terms of Trade has been improving consistently. Thus it will be having

a positive impact on India’s trade with China.
1.6 Conclusion of the study

Thus, we can say that improving trade relations with China is profitable for India as
India’s Net Barter Terms of Trade is improving. This means that although India is facing deficits in
Balance of Trade with some of the China, yet the Terms of Trade with all of them is improving.
Although, India’s imports are more than its exports in value terms; yet the prices of the items which
India is importing from China is not increasing as fast as the prices of items of India’s exports are

Increasing.
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