IJAER/ Sep-Oct -2022/Volume-11/1Issue-5 ISSN: 2278-9677

International Journal of Arts & Education Research

REVEALED COMPARATIVE ADVANTAGE: AN ANALYSIS
FOR INDIA AND CHINA

Asha. M. Goudar* , Dr. B. H. Nagoor**

*Research Scholar, Department of Studies in Economics, Karnatak University, Dharwad, Karnataka, India,

ashamgoudar@gmail.com

**Professor, Department of Studies in Economics, Karnatak University, Dharwad, Karnataka, India,

nagoor_bh@yahoo.co.in

Abstract:

The remarkable growth rate of India and China together wondered world economy. Rapid economic growth
labour abundant economies with very different export mixes. China is more integrated with sharing
manufacture goods. For India service exports are important. The purpose of this paper is to analysis of the
trends and patterns of growth of India’s trade with Chinese economy and to estimate the extent of Intensity
of trade relations between India and the China. The present study gives more importance to comparative
advantage of India and China’ 19 major commodities from 1995 to 2021.Trade openness Index, Trade
Intensity Index have been calculated to know the Export and Import Intensity trade flow between two
countries. The results shows that India occupied majority commodities of exports majority in the primary
commodities.While China is dominated in manufacture sector. However, after division the manufactures
into several sub categories, it has been observed that India has comparative advantage for few products
under manufactures such as chemical products and iron and steel products. There is huge scope for exports
of these two product groups for India. China enjoys comparative advantage for machinery and transport
equipment which includes electronics excluding parts and components and parts, components of electrical
and electronics. There is a huge scope for exports of these commodities from China to Indialnthis
context,the present paper makes an attempt to how this bilateral trade helps to facilitate more relationship

among these two nations and benefits for future.

Keywords: Economic growth, RCA, Trade Intensity
1. Introduction

The process of globalization has established China and India as the new economic powers in the world
scenes. Their speedy economic development is one of the most remarkable achievements in the world
economy in recent century. In the 1950s, India and China were same stage of economic development,

however, with early adoption of liberal trade policy by China, China is able to grow faster than India.
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During the past two decades India and China have relaxed the trade restrictions and welcomed the foreign

trade which sustained economic growth and achieved attractive GDP growth rates.

China and India’s speedy economic development is one of the most enormous achievements in the world
economy till 21st Century. India’s trade relation with China dates back to ancient times, but it began to
change in the 1980s with the opening of both the economies. With the huge populations both these nations
were not the key players in the world economy until recently. With the liberalization of their economies,
India and China have accomplished economic growth with constant high growth rates of GDP and are
gaining the attention of economist’s, politicians and academicians. During the past decades India and China
have relaxed the trade restrictions and welcomed the foreign investment which sustained economic growth
and achieved attractive GDP growth rates.

2.Review of Literature

Ahmad, Kunroo, Sofi(2018)- -according to their study of RCA and bilateral RCA of China and India , this
study specifically tries to find out the pattern of exports and areas of specialization of the economies under
study. Major findings suggest that both the countries have been performing well, in terms of merchandise

trade exports, over the past few decades, especially since 2000.

Batra, Amita; Khan, Zeba(2005)-They Opinions that the In spite of similarity in structure of comparative
advantage, their analysis of the degree of competition reveals that there is no correlation between the

manufacturing sectors of India and China in the global economy.

Saba Ismail | Shahid Ahmed (2021) they give moreimportance of trade policy perspective. To promote
more exports of items which should have more comparative advantage lies,policies should be framed very
well. The study evaluates dynamic structural changes over time using the SRC coefficient for India and
China.

Devadason (2012)according him, the export composition of China and India differ significantly, China's

exports mainly comprise finished goods, whereas India's exports mainly comprise intermediate goods.

Bagaria and Ismail (2017, 2018, 2019) argued that China's specialization has increased in high technology
while there is a sharp decline in the share of low- technology manufactures in China, whereas in India,

exports are dominated by resource- based manufactures and low- technology manufactures.

3.Statement of the problem

In the present scenario where India is emphasizing on the development of Industries; India’s share in world
exports of goods play animportant role. In this case, India is competing not only with the developed
countries, but also recently emerging powers in Asia. India failed to exploit the economic opportunities that

a strong manufacturing sector can offer. Our neighbouring country China is one such example where despite

Copyright@ijaer.org Page 41



IJAER/ Sep-Oct -2022/VVolume-11/Issue-5 ISSN: 2278-9677

having similar problems like huge population, unemployment, inflation and lack of sophisticated
technology, it has emerged as the largest exporter and second largest trader of the world (Das et al., 2013).
There is a huge gap between share of China and India in the world merchandise exports. A comparison
between the two becomes mandatory not only to learn from the experience of China, but also to understand
the drawbacks of Indian economic policy.

The relationship between the two giants of Asia India and China has been progressing at a tremendous pace.
Both nations have witnessed their share of ups-and-downs over the years. The study aims in the assessment
of trade of both the nations by bringing out the comparison of particularly focusing on foreign trade.
Although China has demonstrated its potential to grow faster consistently for several years, why doesn’t
India exhibit the same kind of dynamism? In this context, the study tries to evaluate how this bilateral trade
helps to facilitate more relationship among these two nations as well as to identify the product groups for which

trade can be expanded.

4.0bjective of the study

1.Analysis of the trends and patterns of growth of India’s trade with Chinese economy
2.To estimate the extent of Intensity of trade relations between India and the China.

3.To identify the commodities with trade potential, which could further enhance the trade relations between

China and India.
5.Methodology

The present study was carried out to understand the possible relationships and potentialities of trade and
trade complementarity between these two countries.The paper carried out data from 1995 to 2021and
collected through United Nations Conference on trade and Development (UNCTAD) to calculate Revealed
Comparative Index, MeanRCA, Trade Intensity Index Index and Trade Openness.Simple statistical tools like
percentage,Growth rate are calculated. To check relationship among China and India’strade, It is significant to
know the export and import pattern of bilateral trade between India and China through an examination of commodity
composition of exports and imports. For the purpose of analysis, all allocated commodities are classified into two
major groups |. Primary commodities, precious stones and non-monetary gold and Il. Manufactured goods as per the
methodology adopted by UNCTAD. The product groups are defined according to Revision 3 of the Standard
International Trade Classification (SITC). The Standard International Trade Classification which is a statistical
classification of the commodities participating in external trade. The current international standard is the SITC,
Revision 3. "UNCTAD product groups" are provided for special analytical interest which has been followed in this
study. For the analysis, under all the categories few of the commodities which have been contributed significantly to

the total trade of India have been selected.

The 19 major commodities follow as,
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The Primary commodities, precious stones and non-monetary gold are sub divided into
1. Primary commodities and
2. Precious stones and non-monetary gold.
Primary commodities are divided into —
a. Primary commodities excluding fuels and
b. Fuels.
The Primary commodities excluding fuels are again sub divided into
i. All food items,
ii. Agricultural Raw materials and
iii. Ores and metals.
All food items consist the sub groups of
A. Food, basic and
B. Beverages and Tobacco.
The Manufactured goods are sub divided into 3 groups.
1. Chemical products,
2. Machinery and transport equipment, and
3. Other manufactured goods.
Machinery and transport equipment are further divided into
a. Electronics excluding parts and components,
b. Parts and components of electrical and electronic goods,
c. other machinery and transport equipment.
Other manufactured goods consist of two sub groups which are,
a. Iron and steel and,
b. Textile yarn, fabrics and clothing.

Models Applied for the Study

Trade Openness Index

Revealed comparative advantage Index
Mean RCA for India and China

Export Intensity Index

Import Intensity Index

Trade Share

I. TRADE OPENESS INDEX

VvV V V V V V

Openness shows a share of sum of total merchandise exports (3. X)and imports(3> M) in the country j gross

domestic products (GDP), expressed in current values.

Copyright@ijaer.org Page 43



IJAER/ Sep-Oct -2022/VVolume-11/Issue-5 ISSN: 2278-9677

Oj=yx+yM/GDP

I1. Revealed Comparative Advantage Index:

The paper identifies the pattern of revealed comparative advantage using the Balassa (1965) index for
export data. Which has been widely used by economist to know the comparative advantage of a country’s
exports, product wise and their changing pattern over year. The RCA indicates whether a country is in that
stage of covering the products in which it has trade potential, another sideofcondition in which the number
of products that can be competitively exported is static. It can also provide useful information about
potential trade prospects with new partners. Countries with similar RCA profiles are unlikely to have high
bilateral trade intensities unless intra industry trade is involved. RCA measures, if estimated at high levels of
product disaggregation, can focus attention on the other non-traditional products that might be successfully
exported. The RCA index of country i' for the product j* is often measured by the product’s share in the

country’s exports in relation to its share in the world trade:
RCAIj= (Xij/Xit)/ (Xwj/Xwt) ,

Where Xij and Xwj are the values of country’s exports of commodity j and world exports of commodity |
and where Xit and Xwt refer to the country’s total exports and world total exports. A value of less than unity
implies that the country has a revealed comparative disadvantage in the product. Similarly, if the index

exceeds unity, the country is said to have a revealed comparative advantage in the product.

RCA for exports of both China and India is calculated at commodity group level and compares to see the
trade complementarities between these two nations, from the aggregated level,RCA are calculated for India

and China across 19 major commodity groups for 27 years to examine the comparative advantage in trade.
I11.Intensity Indices:

Trade Intensity Index can be divided into Export Intensity Index (EIl) and Import Intensity Index (lI1) to
assess the pattern of exports and imports. Following Kojima (1964) and Drysdale (1969) they can be
defined as follows:

I11.1 Export intensity index: The ratio of export share of a country/region to the share of world exports

going to a partner.
Ell can be defined as,
Xl Iij= Xij/XiW /XWJ' /XWW

Where xij is the dollar value of exports of country i to country j, Xiw is the dollar value of the exports of

country i to the world, xwj is the dollar value of world exports to countryj, and Xww is the dollar value of
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world exports. An index of more than one indicates that trade flow between countries is larger than expected

given their importance in world trade.
I11.2 Import Intensity index:

The ratio of import share of a country/region to the share of world imports going to a partner. 11l can be

defined as,
|||ij: |V|ij / MiW/MWj / MWW

Where Mij is the dollar value of imports of country/region i to country/region j, Miw is the dollar value of
the imports of country/region i to the world, Mwj is the dollar value of world imports to country/region j,
and Mww is the dollar value of world imports. An index of more than one indicates higher import intensity

between the nations.
IV. Trade share:

Trade share is defined as the percentage of trade with a partner to total trade of a country. It is computed as
the dollar value of total trade of country i with country j expressed as a percentage share of the dollar value
of total trade of country/region with the world. A higher share indicates a higher degree of integration
between partner countries. Here the trade share of India’s exports and imports with respect to China were

calculated for purpose of analysis.
6.Empirical Results and Discussions

Table:1:Aggregate trends of India-China Bilateral Trade (Value in US $ Millions)
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YEAR India's Growth % Share of Imports Growth Y% Share TotalTrade Growth % Share of Balanceof
Exportsto Rate China  from China Rate Imports  with China China in Trade
China Exports from Total Trade
China of India

1555 131 T.0E LR I8 TTETTSE T.E1 3IT
1996 614 8349 183 771 9491 2032 1385933 16.68 1.95 -137
1957 718 1693 205 1067 38.39 157 1785772 15.54 133 -349
1998 17 -40.52 1.27 1137 .36 164 1564948 -1.23 104 -110
1959 538 15989 L5 1311 15.30 L] 1849701 1.81 123 -173
2000 734 3643 1.73 1738 32.57 333 2471046 13.69 163 -1004
o001 12 1561 2112 2168 2474 41 1090948 1498 29 -1246
o002 1531 66.05 3l 3126 4418 5.53 4638337 50.71 444 -1593
2003 1367 67.66 433 4183 3387 3.76 6752313 4494 513 -161%
2004 4098 3964 3.34 7182 71.61 119 11281483 67.07 6.39 -3054
2005 7183 7528 721 11948 66313 £.36 19129914 69.56 788 -4763
o0 7829 899 642 16478 3782 9.23 24306153 27.05 g.09 -3647
2007 9491 1124 6.32 213482 252 10.23 12974491 1566 §.68 -1399]1
2008 10093 6.34 5.18 13164 4123 10.33 43258389 11.1%8 §.38 -23071
2009 10370 174 628 11648 -4.377 123 42016814 -1.87 9.95 -21276
2010 17439 65.16 177 43179 ip44 132 60619607 4417 105 -23740
011 16717 -4.14 331 37158 3237 123 73876443 211.86 9.62 -40441
2012 14729 -11.89 498 53710 503 10.96 6R440130 -1.33% 8.7 -18981
2013 16416 1145 521 54550 1.56 11.72 70967062 1.689 9.09 -18134
2014 13434 -15.18 416 60257 1048 13.01 73691935 183 9.38 46823
2015 95763 6.12 157 63932 6.09 16.22 73309487 -0.24 11.1 11831

2016 29160 -6.89 333 62932 174 T1848436 -2.26 11.47 26228

017 12495 -35.98 4.17 74499 1 16.55 56994427 2108 11.61 -62004

2018 16375 31.05 5.04 79552 1546 93928704 10.26 11.43 -63177

2019 17278 05.51 532 73520 3 1553 92798862 -3.16 1143 -3B242

2020 19008 10.01 6.87 63428 113 17.53 54436607 -9.01 1299 46420

2021 23036 21.1% 3.82 94295 44.12 16.47 117331786 3895 12.12 -71259

Source: Authors Calculations based on UNCTAD.stat

Table 1 explain the development of trade relationship between India and China. An attempt has been made to analyse
the development of trade, pattern of growth in exports, imports between the two economies. The aggregate trends of
India’s trade with China have been represented Since 1995 to the latest available the pattern of trade between these

two nations has been examined in this section.

A. India’s Exports to China: Exports from India to China have been gradually increasing since 1995. The export
volume from India to China was US $ 331 million in 1995 which significantly increased to US $ 614 million and the
highest growth rate 85.35 per cent by 1996. However, they declined to US $ 427 million in 1998 which was 40.54 per
cent lower than its previous year. from then the exports to China have been increasing steadily till 2010 reaching the
highest export level of US $ 17,439 million. However, the Indian exports have been declining slowly and reached to
the volume of US $ 13,434 million by 2014. After 2014we can see that their quantum jump in India’s export to China
in 2016 and 2017,but again it goes gradually declining trend . The percentage share of exports to China in total exports
by India was 1.08 per cent in 1995, which gradually increased to the highest level in 2010 with 7.77 per cent,
however percentage share of exports to China has been declining and reduced to 5.28 percentage in global exports of
India in 2021.
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B.India’s Imports from China: India’s imports from China were US $856 million in 1995, increased gradually to as
high as US $ 94295 million in 2021 and the share of imports from China in global imports to India was only 2.46 per
cent for 1995 which increased significantly to a level of 16.47 per cent by 2021.

C. India’s Total Trade with China: Total trade of India with China was only US $ 1,187 million in 1995, slowly
increased to the highest volume of US $ 117,331 million by 2021, Since2003 the trade between these two nations has
been increasing deliberately. The percentage share of trade turnover with China in India’s global trade turnover was as

low as 1.81 per cent in 1995 and gradually increased as high as 12.12 per cent in 2021.

D. India’s Balance of Trade with China: from above table we can see that ,the balance of trade between India and
China has always been negative path . since the import volume from China is more than the export volume of India to
China. The deficit in balance of trade was around US $ 525 million in 1995 which further extended to as high as US $
71259 million by 2021.Thus we can say that India’s dependency over China is more than India’sexports. Which

shows unfavourable condition of balance of trade with China.

Trade Openness INDEX

Table:2:Trade Openness Index of China and India

Year India Trade China Trade Year India Trade China Trade
openness Index Openness Index Openness openness
Index Index
1991 0.13 0.33 2006 0.32 0.64
1992 0.15 0.34 2007 0.32 0.61
1993 0.15 0.32 2008 0.41 0.56
1994 0.16 0.42 2009 0.32 0.43
1995 0.18 0.38 2010 0.35 0.49
1996 0.18 0.34 2011 0.41 0.48
1997 0.18 0.34 2012 0.42 0.45
1998 0.18 0.31 2013 0.41 0.43
1999 0.18 0.33 2014 0.38 0.41
2000 0.20 0.39 2015 0.31 0.36
2001 0.19 0.38 2016 0.27 0.33
2002 0.21 0.42 2017 0.29 0.33
2003 0.22 0.51 2018 0.30 0.33
2004 0.25 0.59 2019 0.28 0.32
2005 0.29 0.62 2020 0.24 0.32

Source:Author Calculation based on data from UNCTAD.Stat .
Note: 2021 Data Not available.

Table2 represents the trade openness index of the two countries for the period under study. It is noticed that
the China achieved a sustain and significant increase in trade openness.In post liberalization period China

gained spectacular increase in openness with the index rising to 0.64 in 2006.The reason due to China’s
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entry into WTO and removing tariff and other trade restrictions. and another reason could to be Effective
implementation of domestic trade policies. Some how China’s Openness has been reduced from0.64 t00.32
in 2020 due to impact of global downturns, war, nature calamities.

We can see from 1991 China’s openness was nearly double of that India in the same year. India’s openness
started steady increase after 1991 however not much as China’s openness. Lag of domestic trade policies.
Less awareness about trading polices foe Indian exporters reduced the openness After 2007 India has been

able to increase its trade openness significantly from2006.

Comparison of the trade openness between China and India reveals that the China has been more open than
India. India trying to fill the gaps those gaps which is not good for nation’s open up trade.Although, India

gets succeed and catching up fast with China.
Trade Intensity Index between Indiaand China

Table:3: Trade Intensity Index between India and China.

Year Ell 11 YEAR Ell 11
India China India  China India China India China

1995 0.42 0.76 0.85 0.49 2009 0.77 112 1.27 0.94
1996 0.72 0.64 0.72 0.82 2010 0.83 1.04 1.18 0.91
1997 0.81 0.68 0.78 0.98 2011 0.56 0.96 1.17 0.73
1998 0.50 0.71 0.79 1.03 2012 0.49 0.80 0.97 0.57
1999 0.52 0.72 0.81 0.77 2013 0.49 0.80 0.99 0.46
2000 0.50 0.78 0.87 0.09 2014 0.39 0.86 1.04 0.43
2001 0.55 0.87 0.99 0.09 2015 0.35 0.98 1.16 0.42
2002 0.69 0.92 1.10 0.10 2016 0.34 1.13 1.31 0.39
2003 0.81 0.77 0.99 1.25 2017 0.39 1.08 1.28 0.46
2004 0.89 0.89 1.11 154 2018 0.45 1.06 1.20 0.46
2005 1.16 0.83 1.14 1.45 2019 0.48 1.06 1.16 0.44
2006 0.98 0.98 1.14 1.19 2020 0.58 1.09 1.18 0.55
2007 0.92 1.14 1.16 0.13 2021 0.47 1.00 1.07 0.50
2008 0.73 1.05 1.15 1.35

Average 0.73 0.84 0.97 0.81 Average 0.51 1.00 1.15 0.56

1995-2008 2009-2021

Sources: Authors Calculations from UNCTAD.stat

Note: EIl: Export Intensity Index, I11: Import Intensity Index

Table 3explains the intensity of trade between India and China.The Value of Export Intensity Index(EIl) and
Import Intensity Index(I11) were calculated for the time period 1995 to 2021,which shows the growing
intensity of trade between two countries.The average value of Export Intensity indices values for 9 year,

from1995 to 2008 presents an average value of 0.73 ,the index value which is lower than one. Which means
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lower intensity indices export trade India.The EIll values from 1995 to 2021 declining trend but after 2002
there was a significant increase in valuesboth in India and China.There could be reason to decline in India’s
exports to China because of the global financial crisis in 2007.Which could be seen gradual decline in
EI1(0.73).Similarly in Import Intensity Index the average value registered for China (0.81) and India (0.97).
India’s Il increasing from 2005 .and value is greater than 1,which shows that the greater intensity of India’s

import trade with Chinaas major source.
Revealed Comparative Advantage Index of China and India :

A Country’s Revealed Comparative Advantage index in trade in particular to a commodity has been
measured by share of particular commodity in the country’s total exports relative to that commodity’s share
in total world exports. If the ratio is less one which can be interpreted that the country is at comparative
disadvantage of that particular commodity. Suppose the RCA value is more than one.it signifies that more
comparative advantage for that country.RCA for China and India for the year from 1995-2021 has
calculated and compared against each other to findout Trade Complementarity between these two
nations.The RCA from 1995-2021(27 years) depicted in Table 4 and 5 provide the long-term trend for each
commodity. The commodity groups for which RCA are calculated includes- primary commodities, precious
stones and non-monetary gold; primary commodities; primary commaodities excluding fuels; all food items;
agricultural raw materials; ores and metals; food, basic; beverages and tobacco; fuels; pearls, precious
stones and non-monetary gold; manufactured goods; chemical products; machinery and transport
equipment; other manufacturing goods; electronics excluding parts and components; part and components
for electrical and electronic goods; other machinery and transport equipment; other manufactured goods;
iron and steel; textile yarn, fabrics and clothing. Data for calculating RCA has been collected from
UNCTAD Stat.

Table:4 Trends in RCA Index for Commaodity wise exports of China
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= Commaodity 1995 1996 15%7 1998 159%% 2000 2001 2002 2003 2004 2005 2006 2007 2008
L Primary commodities, preciouns stones & non-monetary 069 065 063 061 036 032 051 046 041 036 031 027 024 022
gold
11 Primary commodities 071 068 065 065 059 054 052 047 043 037 031 028 025 023
L1.a Primary commaodities, excloding foels 082 Q8L 077 073 074 075 068 063 057 051 04% 046 040 037
Ll.a.jAll food items 09%% 091 083 079 077 082 075 068 061 032 04% 046 042 036
Ll.a.1.AFood, basic 0% 09% (088 OB Q083 090 080 074 066 036 034 030 045 039
L1l.a.1.BBeveragesand tobacco 083 078 032 048 038 034 036 032 0326 024 020 016 015 014
L1.a.ii Agricultural raw materials 068 071 066 058 0467 062 051 046 039 033 034 032 031 032
L1.a.iii Ores and metals 063 039 067 068 071 067 063 060 060 061 0354 051 041 040
L1.bFuels 030 046 046 046 032 031 033 028 026 022 017 013 012 013
1.2 Pearls, precions stones and non-monetary gold 028 012 015 015 018 020 021 @19 Q18 Q.19 017 016 014 0.12
1. Manufactured goods 116 117 1.1 116 1.17 122 121 122 124 127 133 135 136 143
II.1 Chemiral products 066 065 061 060 057 034 0352 046 042 042 044 045 047 0353
I1.2 Machinery and transport equipment 056 062 061 067 07% 0B2 089 0% 110 119 127 129 131 140
I1.2.a Electronic excluding parts and components 124 144 144 163 170 186 209 2350 316 336 333 350 338 349
11.2.b Paris and components for electrical and electronic 063 069 068 078 086 089 112 131 140 132 166 174 178 191
goods
I1.2.c Other machinery and transport equipment 040 042 041 043 048 055 0354 053 055 058 061 04 089 079
I1.3 Other manofactured goods 223 220 222 214 215 217 203 195 185 181 1831 1R7 187 192
I1.3.a Iron and steel 1.17 089 091 068 0462 081 036 046 046 079 08 108 123 136
I1.3.b Textile fibres, yarn, fabrics and clothing I7F 345 T6I 34T 34T 34T O3IR O3TT OI06 In4 IS8T 309 108 301
Commodity 2008 009 20100 011 2011 2013 2014 2015 2016 2017 2018 2019 2020 2021
L Primary commodities, precions stones & 022 022 021 020 018 01 019 021 02% 023 023 024 021 019
non-monetary gold
L1 Primary commodities 023 023 022 021 01% 019 020 023 026 023 023 023 023 020
L1.a Primary commodities, excluding fuels 037 033 035 033 03 033 03 033 035 03 033 03 02 0
L1.a i All food items 03 036 038 038 037 033 03 034 037 036 03 033 03 o
Ll.aiAFood, basic 038 039 040 041 03% 037 036 036 03% 038 039 037 032 o029
L1.a.iBBeveragesand tobacco 014 013 o015 0le 016 015 0Ol 018 019 018 018 016 011 011
L1.a.1 Agricultural raw materials 032 033 031 034 032 032 033 030 031 029 030 030 023 025
L1.aii Oresand metals 040 032 031 031 030 030 033 033 033 032 033 033 02 O
L1.bFuels 012 012 o011 010 008 0409 00% 011 01% 014 013 016 015 011
L.2 Pearls, precious stones and non- 012 009 008 008 006 003 006 007 005 003 003 003 007 007
monetary gold
II. Manufactured goods 143 140 144 150 132 1351 146 137 134 136 138 136 133 138
II.1 Chemical products 053 045 052 057 034 053 035 032 032 053 0539 057 033 0#64
I.2 Machinery and transport equipment 140 146 148 150 149 148 140 131 1219 133 138 135 13 14
II.2.a Electronic excluding parts and 369 362 363 371 337 331 3% 287 191 289 300 289 27 209
components
IL.2.b Parts and components for electrical 191 187 1BY 1% 202 208 193 1.8 182 1581 18F 1584 16F 163
and electronic goods
I1.2.c Other machinery and transport 079 083 087 091 088 0% 0B84 079 078 082 087 08 089 101
equipment
I1.3 Other mannfactured goods 182 183 188 198 206 205 202 189 185 1584 18! 181 180 178
I1.3.a Iron and steel 136 07 030 102 101 104 1253 123 123 106 105 101 O8E 098
IL3.b Textile fibres, yarn, fabrics and 311 300 302 308 302 2% 185 261 161 261 157 246 148 12125
clothing

Source: Authors Calculations from UNCTAD.Stat

Table:5 Trends in RCA Index for Commaodity wise exports of India
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Commodity 1985 1996 1597 19%8 15%%% 000 2001 2001 2003 2004 1005 2006 2007 21008
L Primary commodities, precious stones & 144 199 279 317 313 249 258 12463 215 168 147 123 109 B13
non-monetary gold

L1 Primary commodities 228 1.14 1.92 2 169 146 1.7 169 1.36 121 1.07 101 9.03 6352

L1l.a Primary commodities, excluding fuels 117 319 291 28y 165 233 243 142 1.82 161 14% 125 105 B4

L1l.a.i All food items 4.19 383 166 36 332 3303 2174 203 164 132 112 972 B.22
L1l.a.i.A Food, basic 4.67 413 4 406 365 333 3136 303 223 181 144 123 106 B.B2
L1.a.iBBeverages and tobaceo 224 1.1 138 9359 116 813 775 764 609 4BF 403 361 309 3117
L1.a.ii Agricultural raw materials 9.74 2 1.39 148 134 106 103 94 B3 71 774 921 912 7.19
L1l.a.iii Ores and metals 2.19 212 179 1.5 164 139 175 1233 1.92 2 117 155 111 9.0%
L1.bFuels 4.57 34 144 125 602 513 B26 .78 8.13 78 728 B29 775 3R7

L2 Pearls, precious stones and non- 143 1.78 178 206 258 206 189 1381 1.54 996 927 3571 499 338
monetary gold

I Manufactured goods 1.62 1.34 148 143 146 131 137 1128 1.12 921 809 68> 331 4.9

IL1 Chemical products 177 L.B3 1.9 179 151 178 L1EY 149 143 117 103 926 737 6125

IL.2 Machinery and transport equipment 4.02 4.03 166 314 303 28 351 334 32 279 278 245 217 133
IL.1.a Electronic excluding parts and 207 1E5 23 107 9.09 BE 139 1351 145 907 7589 691 35334 437
COMPOREnts

I.1.b Parts and components for electrical 183 169 173 123 138 124 203 169 146 133 1.05 981 923 9531

and electronic goods

IL21.c Other machinery and transport 488 4.79 4731 432 42 403 464 444 431 386 358 346 299 318
equipment

IL3 Other manufactured goods 136 317 106 316 323 195 193 27 233 186 1357 1.3 102 B.02
IL3.aIron and steel 2 .04 222 166 2125 211 1.93 141 249 197 168 144 114 973
IL3.b Textile fibres, yarn, fabrics and 778 783 715 737 767 693 663 391 483 376 338 174 11 176
clothing

Commadity 009 2010 2011 2012 2013 2014 2015 2016 2017 2018 201% 2020 2021
L Primary commadities, precious 1.14 947 723 6B4 7B 715 244 BTR 78 69 681 733 6.01
stonesd non-monetary gold

L1 Primary commodities 906 7.83 388 618 6595 641 689 706 63539 601 600 706 544
L1.a Primary commodities, excluding fuoels 1.01 863 608 728 733 46 745 72 659 601 3551 7125 5.31
Ll.a.iAll food items 243 7.1 649 744 RI14 T4 824 7893 T8 6EE 687 g 6.04
Ll.a.iAFood, basic 284 1.5 697 753 873 758 281 §847 82 719 717 B.36 643
Ll.a.iBBeverages and tobacce 537 EX 23 2166 28BS 235 315 331 263 132 23 157 1.79
L1l.a.ii Agricoltaral raw materials 7.88 9.29 831 145 109 797 7.5 661 387 573 437 374 483
L1.a.iii Ores and metals 148 1.1 462 44 441 434 364 339 3B3 0 47 484 6l 4.24
L1.bFuels 8.07 7.14 37 34 667 6126 624 687 612 602 608 674 5.61
L2 Pearls, precious stones and non- 473 138 256 136 152 165 214 209 184 172 1.5 111 1.18
monetary gold
IL Manofactored goods 127 515 439 4583 483 443 323 347 494 46 491 515 407
IIL1 Chemical products 7.76 6.33 533 609 642 537 743 708 653 65 757 BM 5.8
1.2 Machinery and transport equipment R 275 239 229 243 142 274 28 25335 2154 I8l 184 216
.2.a Electronic excloding parts and 8.24 343 483 421 447 408 315 488 183 1353 407 4403 12
components
IL.2.bParts and components for electrical il 1é 138 141 126 3 201 83 717 804 123 116 1.11
and electronic goods

.2.c Other machinery and transport 4.51 172 3.06 3 13 348 401 407 379 375 398 412 3129
equipment
1.3 Other manufactured goods 1.23 847 7407 758 719 69 8le B7 784 68 TOB 733 6.02
II.3.aIron and steel 1.21 1.1 659 739 B9 762 Ble 906 112 g BO3I 116 1.05
IL.3.b Textile fibres, yarn, fabrics and 233 1.83 143 147 138 143 178 177 137 136 133 134 112
clothing

Source: Authors own calculation from UNCTAD

Table 4 and 5 indicate that the Revealed comparative advantage between China and India’s commodity is
fluctuating. However, India is dominating trade majority in all commodities associated Primary
commodities as group China 0.71 of RCA value in 1995 which gradually declined to 0.20in 2021 shows that
Chin is comparatively disadvantage of export of primarycommodity. On the other hand, India RCA is high

than China, which signifies that India can have more exports of primary commodities (2.28 to 5.44). In
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Manufactured goods, as a whole India also dominating at all most of manufacture goods. In other
commodities India is comparatively highest advantage. China has remained comparatively disadvantageous

the period of study.
Mean Revealed Comparative Advantage Index

Table:6 Mean Revealed Comparative Advantage Index

Commaodity China Mean RCA India Mean RCA

Primary commodities, precious stones & non- 0.34 4.85
monetary gold

Primary commodities 0.36 4.55
Primary commaodities, excluding fuels 0.48 4.47
All food items 0.51 5.47
Food, basic 0.55 5.55
Beverages and tobacco 0.27 3.98
Agricultural raw materials 0.40 5.70
Ores and metals 0.45 3.35
Fuels 0.21 6.18
Pearls, precious stones and non-monetary gold 0.12 2.89
Manufactured goods 1.33 4.15
Chemical products 0.53 4.81
Machinery and transport equipment 1.17 2.89
Electronic excluding parts and components 2.83 4.60
Parts and components for electrical and electronic 1.53 3.69
goods

Other machinery and transport equipment 0.70 3.94
Other manufactured goods 1.96 4.86
Iron and steel 0.94 3.92
Textile fibres, yarn, fabrics and clothing 3.02 3.32

Source: Computed using data from UNCTAD. Stat
The Mean Revealed Comparative Advantage (RCA) of China and India for the period of 1995 to 2021 for 19

commodity groups has been calculated to identify the comparatively advantageous product groups between these two
trading partners. The following table 6 depicts the Mean Revealed Comparative Advantage of India and China.The
mean Revealed Comparative Advantage precisely identifies the advantageous products for trade. In view of India’s
comparative advantage is focused in sectors such as — primary commodities, iron and steel, all food items, pearls,
precious stones and non-monetary gold, fuels, chemicals and textiles. On the other hand, China enjoys comparative
advantage in sectors such as manufactures, particularly in machinery and transport equipment, electronics, parts and

components and textiles. Bilateral trade in these sectors would be beneficial to both the economies.

Descriptive statistics

Table:7 Descriptive Statistics of Revealed Comparative Advantage of India and China Exports (1995-2021)

Independent sample test of Revealed Comparative Advantage of India and China

Commodity |Country [Mean | S.D | SEM |tvalue| M.D | 95% C. L
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Lower | Upper
Primary commaodities, India 4.85 2.85 0.55 8.85 4.85 3.73 5.98
precious stones and non- " China | 0.33 0.17 003 | 1029 | 033 | 027 | 040

monetary gold

Primary commaodities India 4.55 2.79 0.54 8.48 4.55 3.45 5.65
China 0.36 0.18 0.03 10.47 0.36 0.29 0.42
Primary commaodities, India 4.47 2.59 0.50 8.97 4.47 3.44 5.49
excluding fuels China 0.48 0.19 0.04 13.56 0.48 0.41 0.56
All food items India 5.47 2.62 0.50 10.84 5.47 4.44 6.51
China 0.51 0.21 0.04 12.65 0.51 0.43 0.60
Food, basic India 5.55 2.76 0.53 10.44 5.55 4.46 6.64
China 0.55 0.22 0.04 12.88 0.55 0.46 0.63
Beverages and tobacco India 3.98 2.40 0.46 8.62 3.98 3.03 4.93
China 0.27 0.19 0.04 7.36 0.27 0.19 0.34
Agricultural raw materials India 5.70 3.15 0.61 9.42 5.70 4.46 6.95
China 0.40 0.15 0.03 14.15 0.40 0.34 0.46
Ores and metals India 3.35 2.02 0.39 8.61 3.35 2.55 4.15
China 0.45 0.16 0.03 15.02 0.45 0.39 0.52
Fuels India 6.18 1.73 0.33 18.55 6.18 5.50 6.87
China 0.21 0.13 0.03 8.22 0.21 0.16 0.26
Pearls, precious stones and India 2.89 2.26 0.43 6.65 2.89 2.00 3.78
non-monetary gold China [ 0.12 0.07 0.01 946 | 0.2 0.09 0.15
Manufactured goods India 4.15 2.28 0.44 9.45 4.15 3.25 5.05
China 1.33 0.11 0.02 60.51 1.33 1.28 1.37
Chemical products India 4.81 2.80 0.54 8.92 4.81 3.70 5.92
China 0.53 0.07 0.01 40.85 0.53 0.51 0.56
Machinery and transport India 2.89 0.54 0.10 27.55 2.89 2.67 3.10
equipment China 1.17 0.31 0.06 19.58 1.17 1.05 1.30
Electronic excluding parts India 4.60 241 0.46 9.90 4.60 3.65 5.56
and components China 2.83 0.80 0.15 18.31 2.83 2.51 3.14
Parts and components for India 3.69 3.28 0.63 5.84 3.69 2.39 4.99
e'ec”'ca'gznoddg'ec”on'C China | 1.53 0.47 0.09 | 1684 | 153 | 134 | 171
Other machinery and India 3.94 0.58 0.11 35.34 3.94 3.71 4.17
transport equipment China | 0.70 0.19 004 [ 1954 | 070 | 062 0.77
Other manufactured goods India 4.86 2.70 0.52 9.36 4.86 3.79 5.92
China 1.96 0.15 0.03 69.37 1.96 1.90 2.02
Iron and steel India 3.92 3.22 0.62 6.32 3.92 2.64 5.19
China 0.94 0.24 0.05 20.07 0.94 0.84 1.03
Textile fibres, yarn, fabrics India 3.56 2.53 0.49 7.30 3.56 2.56 4.57
and clothing China 3.02 0.38 0.07 40.77 3.02 2.87 3.17

Sources: Calculated from UNCTAD.Stat

(Note: No of Observation of India andChina-27, Sig(2-tailes) or p value significant at (0.000), S.D-
Standard Deviation, SEM-Standard Error Mean, M.D-Mean Difference)

The RCA values of both India and China for 19 product groups have been tested for significance in this study. A
nation is said to be comparative advantage if Balassa’s index value exceeds one and the sector is said to be strongest if

it exceeds 2. Revealed Comparative Advantage has distinct characteristics to know the nation’s comparative
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advantages in 19 sectors. Table 7shows the descriptive statistics about the revealed comparative advantage of India

and China exports. And

A Student’s t-test: The RCA values of India and China have been tested for significance using Student’s t-test across
19 commodity groups. This test is used to determine whether there exists a significant difference between the values
of Revealed Comparative Advantage of India and China which reveals the scope for bilateral trade. The results are
depicted in table 7.

7.CONCLUSION AND POLICY IMPLICATION

To summarize, India and China occupied an important segment in world economy.and the bilateral trade
these nation increasing. Despite of having problems like huge population, poverty, low skill labours and
many other, both nations took dynamic decision to their economy and becomes true inspirations for other
developing countries. It is inevitable that bilateral trade between these two countries. and their trend growth
rate picture tells us that strong potential gain from trade. The pattern of trade towards demand and supply
for India’s market changing according to their needs ,benefits, unfortunately India fails to exploit those
opportunities even huge resources available. India’s trade balance towards China is going in negative path

shows that India’s dependency over China’s manufacture commodities.

The Trade Intensity Index for both countries shows that the India has rigorous imports from China . and
meanwhile India’s exports to China are not significant. And an attempt has been made to identify the
commaodity groups in which both the nations have potential for bilateral trade using Revealed Comparative
Advantage index. It has been observed that India has comparative advantage for exports of primary
commodities, precious stones and non-monetary gold while China has comparative advantage for the
exports of manufacture commodities. However, after division the manufactures into several sub categories,
it has been observed that India has comparative advantage for few products under manufactures such as
chemical products and iron and steel products. There is huge scope for exports of these two product groups
for India. China enjoys comparative advantage for machinery and transport equipment which includes
electronics excluding parts and components and parts, components of electrical and electronics. There is a
huge scope for exports of these commodities from China to India. It has been observed that there is limited
complementarity between India and China for trading other machinery equipment and textiles. Both India
and China got comparative disadvantage for trading other machinery equipment. Both are competitive for

textiles with huge comparative advantage. In both cases, the scope for bilateral trade is limited.
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