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Abstract

As the regionalization efforts of international trade gets widened primarily due to limited progress at
the multilateral trade negotiations, India is making serious regional engagements to consolidate its trade
positions. India ASEAN Free Trade Agreement (IAFTA) generated intense discussion on the economic impact
on India’s trade in goods particularly on certain agricultural sectors where the livelihood of large number of
people were depended upon. As both regions aim to reduce their import duty on a majority of their traded
products which will allow them to increase the market access of their products. There is a concern that India
will not experience as great a benefit from the increase in market access to ASEAN nations as ASEAN will in
India. India does not have the same kind of resources to offer ASEAN like China, so it will be in India’s best
interest to have a clear picture of where she stands in light of these new developments over the past decade. It
is imperative to have a clear understanding of what the country’s advantages are and where its disadvantages,
hence this study aims to bring to light in what sectors India has advantage in trade and in what sectors India
has a disadvantage in trade with ASEAN countries.
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INTRODUCTION

The Association of Southeast Asian Nations (ASEAN) is a regional organization constituted by ten
countries which promotes intergovernmental cooperation between its members, as well as globally. The
ASEAN, formed on 8 August 1967 with five members, namely, Indonesia, Malaysia, the Philippines, Singapore
and Thailand, have since expanded to include Brunei, Cambodia, Laos, Myanmar and Vietnam. The association
seeks to facilitate economic, political, security, military, educational and socio-cultural integration amongst its
members as well as other Asian countries. The ASEAN, which is involved in various international affairs,
maintains a network of alliances around the world. As the first Asian regional community, it is often hailed as
the ‘Asian Miracle’.

India-ASEAN relationship evolved from the ‘Look East Policy’ enunciated in early 1990s which led
India to become a Sectoral Partner of ASEAN in 1992, a Dialogue Partner in 1996 and a Summit-level Partner
in 2002. The bilateral trade which grew at a rate of 11.2%, resulted in a gross increase in trade from US$2.9
billion in 1993 to US$12.1 billion by 2003. Leaders of India and the ASEAN signed the ASEAN-India
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Framework Agreement on Comprehensive Economic Cooperation at the Second ASEAN-India Summit in
2003, which laid the ground work for the ASEAN-India Regional Trade and Investment Area(RTIA). By 2011,
India and ASEAN had passed 10 sessions of ASEAN-India summits and it was estimated that the ASEAN-
India trade grew by over 22% per annum since 2005.

The ASEAN-India Trade in Goods Agreement signed in August 2009 laid the foundations for one of
the largest FTAs in the ASEAN-India Trade-in-Services and Investment agreement that came into force in 2015.
A cumulative FDI inflow of US$54.9 billion and an outflow of US$38.6 billion was recorded over the period
of 2007 to 2015, with Singapore being the primary contributor as well as the top recipient, followed by
Indonesia, Malaysia, Thailand, Philippines, Vietnam and Myanmar. At the commemorative summit in 2012,
annual trade stood at US$75 billion, and the two sides expressed hope that it would hit US$200 billion (S$261
billion) by 2020.

As of 2017, India’s two-way trade with ASEAN now stood at approximately $76 billion and India, also
a part of the ASEAN-led Regional Comprehensive Economic Partnership (RCEP), which, if implemented, will
cover almost 40 percent of the total world trade. The trade relationship between India and South East Asian
Nations have continued to improve and developing at moderately a fast pace during last decade. ideas have been
developed to cultivate intraregional tourism, educational cooperation, and the potential of Indian diaspora in
Southeast Asia.

STATEMENT OF THE PROBLEM

As both regions aim to reduce their import duty on a majority of their traded products which will allow
them to increase the market access of their products. There is a concern that India will not experience as great
a benefit from the increase in market access to ASEAN nations as ASEAN will in India. India does not have
the same kind of resources to offer ASEAN like China, so it will be in India’s best interest to have a clear picture
of where she stands in light of these new developments over the past decade. It is imperative to have a clear
understanding of what the country’s advantages are and where its disadvantages, hence this study aims to bring
to light in what sectors India has advantage in trade and in what sectors India has a disadvantage in trade with
ASEAN countries.

OBJECTIVES OF THE STUDY

» To understand the sectors of comparative advantage for India, regard to India-ASEAN trade.

RESEARCH METHODOLOGY

The study is designed on a descriptive cum analytical study conducted based on secondary data obtained
from published articles, research papers, as well as databases of various national and international organizations.
The study uses Balassa’s RCA index as its primary tool for analysis.
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Sectoral Comparative Advantage Analysis

Following is a country wise analysis of Balassa RCA index. Data used is Export data from year 2002 to 2015.
Product groups are formed on the basis of HS Classification 1988/92 at the 2-Digit. Data of goods at 4 stages
of production, and of 16 major product groups are considered to get a general idea of the relative trade
advantages between India and various ASEAN countries.

Singapore
Table 1

Stage of Production 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Capital goods 024 019 015 014 019 029 027 031 02 017 023 016 021 025
Consumer goods 1.56 217 27 171 294 258 25 198 262 236 238 227 227 222
Intermediate goods 4.01 3.04 2.75 4.16 1.82 1.82 1.49 2.16 0.9 0.78 0.81 1.2 1.02 1.44
Raw materials 051 05 021 012 018 013 009 015 012 008 008 014 013 035
Product Group 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Animal 1.8 126 088 073 066 06 051 051 036 027 034 06 062 0.74
Chemicals 1.88 1.68 1.33 116 137 126 091 107 083 0.76 1.02 138 128 1.59
Food Products 124 125 062 05 052 065 052 063 05 039 046 065 0.58 1
Footwear 067 053 037 038 032 078 0.66 1 1.07 068 065 097 123 1.27
Fuels 0.97 2.22 2.88 1.49 29 2.49 2.19 1.88 2.65 231 2.2 2.08 2.05 2.34
Hides and Skins 1.58 1.28 1.07 0.67 0.82 0.68 0.4 0.46 0.35 0.21 0.25 0.3 0.32 0.4
Mach and Elec 0.25 0.17 0.13 0.11 0.16 0.24 0.25 0.27 0.17 0.11 0.12 0.14 0.18 0.2
Metals 4.26 2.76 2,51 1.68 2.05 2.04 1.33 1.94 0.75 0.68 0.53 0.8 0.6 1.58
Minerals 282 399 1.99 163 153 081 083 05 068 051 064 032 037 038
Miscellaneous 0.44 0.51 0.48 0.41 0.38 0.54 0.32 0.41 0.26 0.3 0.42 0.31 041 0.5
Plastic or Rubber 0.69 06 054 044 07 074 071 09 032 026 027 039 035 048
Stone and Glass 10.2 8.34 9.14 16.5 4.46 451 454 5.27 2.38 2.34 2.16 3.25 3.03 2.52
Textiles and
Clothing 4.62 412 25 194 1.61 1.99 1.39 2.21 217 1.38 147 194 1.92 193
Transportation 0.09 0.08 0.05 0.15 0.23 0.15 0.23 0.36 041 0.44 0.83 0.1 0.16 0.27
Vegetable 4.38 2.83 2.2 153 1.67 15 12 1.81 1.31 0.92 1.13 2.1 2.28 2.53
Wood 0.52 0.46 0.31 0.27 0.2 0.14 0.25 0.4 0.29 0.15 0.2 0.35 0.46 0.49
Source: WITS

The RCA measures of bilateral trade between India and Singapore from the year 2002 to 2015 is shown in Table
1. Ataglance it is possible to understand that the relative advantage for India on a stage of production basis lies
in the category of intermediate goods in 2002. While consumer goods also show a marginal advantage in the
case of consumer goods at an index value of 1.56, it pales in comparison to that of intermediate goods, at 4.01.
At the same time, both capital goods as well as raw materials are seen to be an area of disadvantage for India as
far as export to Singapore is concerned.

A gradual reduction in advantage can be observed over the years for intermediate goods, which resulted in a
drop of RCA index from 4.01 in 2002 to 1.44 in 2015. The other three categories show a marginal improvement,
both as an increase in relative advantage as well as reduction in relative disadvantage. Capital goods, though
an extremely marginal increase of 0.01, is shown to have maintained its level of advantage over the years.
Consumer goods show a clear trend of growth over the years, rising from 1.56 in 2002 to 2.22 by 2015. An

JETIR1906380 | Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org | 635


http://www.jetir.org/

© 2019 JETIR June 2019, Volume 6, Issue 6 www jetir.org (ISSN-2349-5162)

increase in relative disadvantage is observed in the case of raw material exports, which fell to 0.13 in 2014, but
also shows signs of recovery, as it rose to 0.35 in 2015

Vietnam

Table 2

Stage of Production 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Capital goods 0.22 0.36 0.22 0.24 0.41 0.59 0.54 0.29 0.27 0.36 0.22 0.22 0.31 0.38
Consumer goods 0.79 0.76 0.51 0.47 0.44 0.4 0.4 0.6 0.69 0.73 0.77 0.66 1.07 1.2
Intermediate goods 1.34 1.42 1.55 1.6 1.49 1.52 1.52 1.51 1.33 1.27 1.24 1.38 1.01 1.06
Raw materials 4.16 3.07 2.44 1.92 2.24 1.67 2.08 2.67 2.84 2.64 3.8 3.65 3.98 3.8
Product Group 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Animal 6.68 4.95 5.25 2.15 1.53 0.94 1.11 1.2 1.13 3.53 3.06 5.17 7.58 9.97
Chemicals 2.31 2.18 1.93 2.58 2.17 1.91 1.66 211 2.45 2.12 2.35 1.94 2.18 2.79
Food Products 6.67 5.52 8.8 9.75 10.4 12.6 12.5 8.08 6.42 6.76 4.3 3.66 1.66 1.76
Footwear 0.06 0.07 0.05 0.1 0.13 0.06 0.07 0.06 0.06 0.07 0.12 0.07 0.06 0.13
Fuels 0.03 0.27 0.2 0.01 0.07 0.04 0.1 0.03 0.06 0.19 0.09 0.2 0.82 0.06
Hides and Skins 1.16 2.29 1.85 1.66 1.64 1.68 1.86 2.19 2.66 2.58 3.2 2.62 2.55 2.98
Mach and Elec 0.25 0.28 0.23 0.26 0.44 0.68 0.47 0.32 0.26 0.34 0.2 0.19 0.3 0.35
Metals 0.82 1.16 1.31 1.31 1.09 0.74 0.63 0.84 0.58 0.5 0.77 1.37 0.91 0.54
Minerals 1.19 0.72 0.89 1.87 1.93 1.46 2.02 3.02 2.58 2.9 3.49 3.81 3.28 4,98
Miscellaneous 0.28 0.25 0.36 0.25 0.21 0.19 0.14 0.12 0.18 0.2 0.17 0.17 0.19 0.35
Plastic or Rubber 2.6 2.33 1.89 1.35 1.32 0.99 0.59 0.72 0.59 0.79 0.9 0.76 0.64 0.62
Stone and Glass 0.36 0.06 0.04 0.04 0.02 0.06 0.03 0.33 0.3 0.21 0.62 0.61 1.31 2.53

Textiles and Clothing 0.16 0.16 0.32 0.35 0.63 0.55 0.73 0.65 1.26 1.03 1.07 1.23 1.38 1.46

Transportation 0.03 0.43 0.03 0.01 0.01 0.02 0.79 0.07 0.24 0.5 0.43 0.56 0.95 1.36

Vegetable 4.21 2.77 1.45 0.27 0.42 0.8 191 2.64 2.47 2.49 4,78 3.64 2.16 1

Wood 0.17 0.24 0.35 0.48 0.46 0.25 021 0.27 0.28 0.31 0.28 0.39 0.31 0.55
Source: WITS

The RCA measures of bilateral trade between India and Vietnam from the year 2002 to 2015 is shown in Table
2. Considering export RCAs of commaodities at the stage of production level, it can be observed that the trade
in exports of raw materials shows a clear relative advantage. Standing at an RCA index of 4.16, it is by far the
most advantageous of the four groups in 2002. Exports of intermediate goods also show a relative advantage,
though marginal, at 1.34. Both capital goods and consumer goods are observed to be areas of relative
disadvantage as export commodities. Standing at 0.22 and 0.79 respectively in 2002, a clear disadvantage can
be observed for the two categories. Raw material exports maintain its standing in 2015 with an RCA value of
3.8, with a trend of stable advantage throughout the years. Though intermediate good RCAs have also stayed
stable for the most part, a fall in relative advantage can be observed in 2014, but shows signs of recovery, going
up 0.06 points in 2015. Consumer goods have shown improvement in their RCA, going up 0.41 points from
2002 to 2015, transforming from a category of relative disadvantage to one of relative advantage.
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Malaysia

Table 3

Stage of Production 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Capital goods 0.32 0.22 0.37 0.27 0.28 0.26 0.3 0.26 0.33 0.36 0.31 0.25 0.3 0.26
Consumer goods 1.1 0.97 0.87 1 0.96 1.46 1.06 1.35 11 0.9 1.38 1.42 1.49 1.34
Intermediate goods 1.84 2.22 1.82 2.09 2.24 2.06 1.92 1.69 1.63 157 1.44 1.45 121 147
Raw materials 5.12 5.08 4.34 3.52 2.85 2.06 2.26 2.59 2.61 2.36 1.97 2.06 2.21 2.45
Product Group 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Animal 13.6 13.4 11.3 15.9 14.2 8.24 6.2 8.84 9.21 7.9 7.48 6.5 7.98 8.05
Chemicals 2.35 2.82 2.2 3.13 3.29 2.19 157 2.42 1.72 2.69 2.44 2.44 2.53 1.38
Food Products 1.07 1.39 2.29 1.16 1.27 1.22 241 1.07 1.09 0.85 1.79 0.73 1.27 0.64
Footwear 2.85 1.35 2.61 3.55 2.59 1.72 1.8 1.86 2.6 2.29 1.72 1.23 1.65 0.97
Fuels 0.06 0.06 0.21 0.13 0.25 0.89 0.71 1.02 0.63 0.36 1.35 1.59 1.48 1.48
Hides and Skins 3.26 6.66 6.4 8.61 11.2 8.95 7.57 5.56 8.48 6.18 5 3.83 4.68 3.55
Mach and Elec 0.28 0.2 0.29 0.22 0.27 0.26 0.3 0.26 0.33 0.36 0.25 0.22 0.29 0.25
Metals 1.64 2.16 1.62 2.17 2.13 2.56 2.34 1.94 1.96 1.47 0.78 1.25 0.74 2.46
Minerals 421 3.29 2.32 3.13 2.01 12 13 1.61 1.77 1.06 1.64 1.52 1.68 2.1
Miscellaneous 0.9 0.74 0.58 0.79 0.64 0.25 0.1 0.45 0.51 0.42 0.84 0.51 0.39 0.38
Plastic or Rubber 0.52 0.66 0.51 0.6 0.95 0.43 0.48 0.63 0.41 0.59 0.3 0.37 0.27 0.23
Stone and Glass 1.69 1.6 112 0.91 0.77 0.65 0.74 1.08 1.03 0.62 1.04 0.96 0.75 0.32
Textiles and Clothing 5.68 5.25 3.84 3.65 3.49 2.58 2.36 1.66 3.22 3.53 2.3 2.1 197 18
Transportation 0.61 0.56 1.14 0.8 0.35 0.18 0.29 0.21 0.25 0.3 0.35 0.25 0.26 0.23
Vegetable 6.69 8.14 7.15 4.93 481 55 5.64 4.6 5.08 4.15 3.69 3.73 3.52 2.97
Wood 0.93 0.97 0.76 0.79 0.61 0.54 0.2 0.25 0.4 0.33 0.26 0.25 0.25 0.27

Source: WITS

The RCA measures of bilateral trade between India and Malaysia from the year 2002 to 2015 is shown
in Table 3. By observing RCA data for the year 2002, it becomes obvious that trade in raw material exports
have a clear comparative advantage, standing at an index value of 5.12. Relative advantages are also observed
in the categories of trade in intermediate foods as well as consumer goods, which stand at values of 1.84 and
1.1 respectively. Exports of capital goods suffer a relative disadvantage in 2002.

By 2015, the relative advantage pertaining to raw material exports are seen to have halved. What once was at a
major relative advantage at 5.12 points, is observed to have come down to 2.45 in 2015, a reduction of 2.67
points. Intermediate goods are observed to have maintained their relative advantage, but is also observed to
have lesser comparative advantage, falling 0.37 points. Consumer goods also maintain a relative advantage with
a value of 1.34. Capital goods are observed to have fallen further in relative disadvantage by 0.0.6 points.

Indonesia
11111 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Capital goods 0.18 0.27 0.28 0.36 0.4 0.54 0.58 0.94 0.77 0.74 0.77 0.8 0.74 0.89
Consumer goods 0.84 0.68 0.27 0.34 0.41 0.34 0.66 0.45 0.97 0.57 0.55 0.49 0.66 0.57
Intermediate goods 1.85 1.83 2.17 2.6 2.44 2.35 1.82 1.65 1.35 1.48 1.46 1.25 1.38 1.48
Raw materials 0.84 0.94 0.85 0.36 0.47 0.54 0.83 0.74 0.96 1.46 15 1.87 1.39 0.84
Product Group 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
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Animal 0.5 0.19 0.54 0.29 0.18 0.36 0.38 0.4 0.41 0.5 0.64 0.65 0.2 0.28
Chemicals 1.66 1.77 2.12 3.22 2.85 2.79 2.18 23 2.08 2.42 242 2.2 2.33 2.58
Food Products 5.42 3.33 5.45 3.34 3.72 3.91 4.55 1.88 1.74 2 151 1.2 11 0.75
Footwear 0.73 121 14 191 0.38 0.24 1.55 1.73 1.99 1.42 1.58 1.63 1.65 2.03
Fuels 0.12 0.37 0.14 0.19 0.22 0.01 0.57 0.3 0.91 0.35 0.31 0.22 041 0.18
Hides and Skins 214 1.73 2.68 3.71 1.95 3.85 153 161 1.75 1.7 2.16 1.85 1.62 2.02
Mach and Elec 0.22 0.34 0.32 0.37 0.35 0.5 0.54 1.02 0.74 0.54 0.63 0.76 0.58 0.7

Metals 1.19 16 1.42 2.03 222 2 14 1.39 0.9 1.03 0.94 0.74 0.88 1.03
Minerals 1.86 1.01 4.03 1.04 0.94 0.99 151 1.38 1.44 2.28 1.59 1.85 1.23 1.48
Miscellaneous 0.38 0.16 0.1 0.25 0.24 0.29 0.19 0.24 0.13 0.2 0.57 0.44 0.34 0.48
Plastic or Rubber 0.88 0.74 0.66 0.57 0.56 041 0.32 0.58 0.56 0.7 0.67 0.62 0.71 0.7

Stone and Glass 1.16 1.06 0.79 1.33 0.98 2.26 161 1.35 0.97 1.13 0.97 1.18 1.05 0.76
Textiles and Clothing 0.4 0.55 0.99 1.15 1.88 2.3 1.83 1.03 1.37 1.09 0.95 0.98 1.14 112
Transportation 0.25 0.15 0.13 0.25 0.42 0.74 0.65 0.57 0.86 141 113 0.87 161 19

Vegetable 413 3.8 2.63 1.48 1.22 1.07 14 191 2.01 3.02 4.24 6.49 4,59 2.27
Wood 0.15 0.05 0.12 0.26 0.2 0.25 0.1 0.2 0.11 0.19 0.21 0.14 0.14 0.25

Source: WITS

The RCA measures of bilateral trade between India and Indonesia from the year 2002 to 2015 is shown in Table
4. Considering data at the stage of production level, it is possible to understand that India does not possess
relative advantages in the export of capital goods, consumer goods as well as in raw materials in 2002. India is
observed to be at a marginal disadvantage of 0.16 points in export of raw materials and consumer goods, while
in the case of capital goods, it is much worse, at 0.82 points. The only category that shows an advantage for
India is in the case of export of intermediate goods. Intermediate goods show an RCA index value of 1.85,
indicating a clear relative advantage in export trade.

The general condition persists throughout the years, with the three sectors that showed relative disadvantage in
2002, still showing a state of disadvantage in 2015. Export of capital goods have improved, showing a reduction
in relative disadvantage, standing at 0.89 up from 0.18. Consumer goods end up worse in 2015, down to 0.57,
adrop in 0.27 points, though it showed signs of improvement in 2010. Intermediate goods maintain its advantage
in a stable fashion throughout the time period.

Thailand
Table 5
Stage of Production 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Capital goods 0.18 0.26 0.22 0.29 0.39 0.46 0.54 0.69 0.73 0.63 0.7 0.6 0.81 0.7
Consumer goods 0.66 0.52 0.85 0.98 1.09 1.1 0.67 0.59 0.7 0.86 0.75 0.66 0.86 0.81
Intermediate goods 2.76 2.84 2.64 2.51 2.29 2.05 2.17 2.16 1.81 1.79 1.85 2.12 1.78 1.76
Raw materials 0.59 0.42 0.25 0.3 0.31 0.27 0.27 0.33 0.45 0.42 0.56 0.36 0.41 0.62
Product Group 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Chemicals 1.97 1.87 1.53 1.85 1.76 1.59 1.58 2.13 191 1.97 1.93 1.87 2.22 2.87
Food Products 3.58 2.84 6.97 3.78 453 4.07 6.57 4.75 35 3.4 4.27 3.86 2.07 0.84
Footwear 0.47 0.51 0.35 0.23 2.28 2.97 3.75 1.05 2.61 2.32 0.68 0.76 1.22 0.95
Fuels 0.56 0.31 0.56 0.54 0.59 0.67 0.19 0.04 0.16 0.26 0.07 0.07 0.2 0.04
Hides and Skins 3.04 2.39 2.04 1.61 1.26 1.01 1.08 0.9 1.08 1.11 1.47 1.71 1.92 1.18
Mach and Elec 0.17 0.28 0.21 0.23 0.32 0.4 0.49 0.58 0.6 0.47 0.52 0.47 0.47 0.49
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Metals 184 227 172 149 133 129 16 115 112 081 081 169 123 104
Minerals 1.26 13 111 142 15 1.19 1.59 211 3.34 213 414 341 3.33 3.64
Miscellaneous 028 027 03 0.3 027 025 031 042 045 048 053 053 051 053
Plastic or Rubber 0.18 0.2 0.26 0.42 0.42 0.44 0.45 0.51 0.56 0.59 0.64 0.63 0.8 0.87
Stone and Glass 683 651 623 663 58 561 28 331 23 233 256 199 187 184
Textiles and Clothing 076 085 137 159 201 197 214 217 241 257 317 252 244 224
Transportation 0.2 0.04 0.22 0.59 0.78 0.66 0.63 1.06 1.25 1.22 1.3 0.93 2.26 153
Vegetable 153 152 125 149 129 112 1.17 143 165 222 357 271 224 198
Wood 0.09 0.1 0.14 0.17 0.2 0.21 0.3 0.32 0.53 0.45 0.33 0.35 0.28 0.38
Source: WITS

The RCA measures of bilateral trade between India and Thailand from the year 2002 to 2015 is shown in Table
5. RCAs of commodities at the stage of production level in 2002 tells us that India held a relative advantage in
the export trade of intermediate goods. At an index value of 2.76, India had a clear relative advantage in trade
of intermediate goods over Thailand. The same cannot be said the other three categories, capital goods,
consumer goods and raw materials. All three of those categories are observed to be at a relative disadvantage,
with values 0.82, 0.34 and 0.41 points respectively below unity in 2002.

In 2015, the situation is observed to have maintained its status quo. The only category of export that held a
relative advantage in trade over Thailand was observed to be intermediate goods, at an RCA value of 1.76.
Capital goods showed a trend of improvement, though still at a relative disadvantage, rising 0.52 points, 0.18
to 0.7. Consumer goods, as wells as raw material trade, is shown to have had a relatively stable trends through
the time period.
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