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Abstract

India's economy attracts attention for its size (the third largest economy in the world in terms of
GDP calculated at PPP and the fifth in terms of GDP at the exchange rate), its rapid growth (the
fastest growth rate among the G20 countries, with an average annual rate of 6% for 1951-2025),
the world's third largest consumer market (the world's first country in terms of population, whose
wages tripled from 2011 to 2025) and the total volume of foreign trade in goods and services (ninth
place in the world). The rapid development of trade and economic ties between Russia and India
(trade turnover has increased sixfold in five years) is an incentive to intensify the negotiation
process on the conclusion of a free trade agreement (FTA) between the EAEU and India.

Over the past decades, a feature of India's trade policy with regard to the conclusion of
RTAs has been expressed in the conclusion of bilateral FTAs mainly with relatively weak
developing economies. In the current decade, the importance of multilateral RTA mega-formats
in international trade is growing. In 2019, India refused to participate in the Regional
Comprehensive Economic Partnership (RCEP), but in 2025 it concluded an FTA with the UK.
Currently, the country is considering the possibility of concluding FTAs with the EAEU and the
EU.

The authors study the reasons for India's cautious position on the conclusion of multilateral
agreements with the EAEU, with the EU and with the RCEP countries, which, among other
reasons, are explained by a low export quota (12.8%), a large trade deficit, low competitiveness of
products of many national industries and their orientation mainly to the domestic consumer, and
other problems of the development of the national economy. A distinctive feature of India's
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modern trade policy is the search for an optimal solution to two opposite problems at the same
time: opening and protecting the local market when concluding RTAs with regional organizations
and large trading partners. The country's insufficiently clearly defined position on this issue does
not allow India to optimize the legal framework of its trade relations, becoming part of the global
trend in the development of mega-regional RTAs and extracting maximum benefits in trade with
the world's leading economies. The conclusion of an agreement with the UK, as well as with the
EAEU and the EU, could be the starting point of a proactive trade policy for India in a new format.
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Introduction

India is among the leading economies in the world. India's GDP in 2024 amounted to 3.9 trillion at
the exchange rate — 5th place in the world, and 14.6 trillion dollars at PPP — third place in the world
[IMF, 2025]. In 2024, India became the fastest growing economy among the G20 members — GDP
growth was 7.6%. In 2023, the IMF estimated India’s contribution to global economic growth at
16% [IMF, 2025]. In the last 3 years alone, India's GDP has grown by almost 24%. It is important
that 30% of the population of India is young under 30 years old, which favorably distinguishes
India among the rapidly developing countries. The presence of large reserves of natural resources,
geographical location in the center of South Asia, advanced developments in the field of IT make
India an extremely interesting country for cooperation. However, India is characterized by a rather
strict approach to the formation of national trade policy. Having as a strategic goal the creation of
a competitive economy, and on its basis ensuring the growth of the well-being of the population,
India prefers to pursue a cautious policy in relation to countries and regional associations, the
liberalization of trade with which may pose a threat to Indian producers.

In the context of the sanctions confrontation with the West and the associated "turn to the
East" on the part of Russia, Russian-Indian economic ties are growing rapidly. Cooperation
between partners is developing in the scientific, industrial, trade and other spheres. Mutual trade
has increased more than 6 times since 2019 and amounted to $66 billion 2in 2024 between the
EAEU and India.

In this regard, the study of multilateral RTAs with the participation of India as an
instrument of its trade policy is of great scientific and practical interest. The purpose of the article
is to analyze India's position on the development of economic relations with important regional
associations - the EAEU and the EU, which are negotiating with India on FTAs, and to identify
the reasons for India's non-participation in another key mega-regional agreement - the Regional
Comprehensive Economic Partnership (RCEP). In the academic literature, India's trade policy on
RTAs has mainly been studied in relation to bilateral RTAs with relatively weak developing
country economies. HoBu3na paboThl COCTOMT B TOM, YTO B (POKyce BHUMAHHUS HaXOSTCS
KpynHble MHoroctoponHue ¢opmarsl PTC, koropsle MOryT cTaTh HOBBIM HHCTPYMEHTOM
TOproBoi nmonutuku Muauu, yto Oyner cooTBETCTBOBAThH INI0OATILHOMY TPEHAY POCTa 3HAUEHUS
METa-pCruOHaJIbHBIX CcorJIallleHu B MG)KILYHapOHHOﬁ TOPIroBIJIC. PaCCManI/IBaeMLIC (I)OpMaTBI
IMO3BOJIAT OUCHUTH U3MCHCHUS B XapaKTEpE BSaHMOHeﬁCT BUA I/IHI[I/II/I C BEAYIINUMHU eBpOHefICKI/IMPI

2The WTO distinguishes four types of RTAs - preferential trade agreements (PTAs), free trade agreements (FTAS),
customs union agreements (CUs) and integration agreements.



Y a3UaTCKUMU apTHEPAMH.

1. India's Approaches to Participation in the Regionalization Process

Although the processes of regionalization on an international scale began to actively
develop in the late 90s of the last century, India joined them during the government of Manmohan
Singh, starting in 2004. "Nehruvian Realism" formed the basis of the chosen foreign economic
strategy [Kamal K., 2022]. India sought to expand its presence in the Asian region and at the same
time took measures to curb the penetration of foreign suppliers into the domestic market. Narendra
Modi's coming to power in 2014 gave a new impetus to India's promotion in Asian markets.
"Neighbourhood First" in relation to the countries of South Asia, the "Look East" policy was
transformed into the "Act East” policy and concerned the entire Indo-Pacific region [Bhatnagar,
A. and Passi, R., 2016]. In the same period, India has been actively concluding regional
agreements. As a result, India became a party to 13 free trade agreements, and 6 preferential trade
agreements [India's Current Engagements in RTAS, 2024]. India is a party to three agreements to
which several countries are parties. In 1993, the South Asian Preferential Trade Agreement
(SAPTA) was formed, and in 2006, the South Asia Free Trade Agreement (SAFTA) was formed
with the participation of Bangladesh, Bhutan, India, the Republic of Maldives, Nepal, Pakistan
and Sri Lanka. Since 2007, Afghanistan has been involved. In 2009, India signed a FTA with
ASEAN, which unites ten countries in Southeast Asia. In Indian practice, bilateral RTAs prevail,
which is typical for the world as a whole (84% of all RTAs), because it is much easier to agree on
trade liberalization in a bilateral format than in a multilateral one. The first such agreement was
signed in 1998 with Sri Lanka, in 2005 with Singapore, in 2010 with the Republic of Korea, in
2011 with Japan, etc. [WTO stats, 2024]. As for bilateral FTAs with the participation of India,
they can be divided into two groups. The first group includes South-South agreements, such as
those with Afghanistan, Bhutan and Nepal. They are characterized by the liberalization of trade
relations through the provision of preferences or, more rarely, the abolition of duties and
quantitative restrictions. The second group of agreements were concluded on a South-North
model, for example, with Japan, the Republic of Korea and Singapore, and included WTO-plus
and WTO-extra issues.

At present, India's position in relation to RTAs logically follows from the goals of its trade
policy and the reduction of the role of foreign trade in GDP. In 2024, India's foreign trade quota
was 30% of GDP, and in 2019 it was 42% of GDP [India Trade, 2024]. India’s low share in world
trade (about 2.1%) is explained by the capacious domestic market with an ever-growing solvency
of the population, which determines the domestically oriented model of development of the Indian
economy. This is also evidenced by the negative trade balance, which hinders the conclusion of
free trade agreements by India, since the country does not have appropriate mechanisms to explain
to producers, especially small and medium-sized enterprises, the benefits of trade liberalization
and the ability to achieve economic effects in terms of trade without restrictions. The strategy for
the development of trade for the near future is reflected in The Foreign Trade Policy (FTP) 2023-
2028 [PIB Delhi, 2023]. India aims to create an enabling environment for trade in goods and
services in accordance with WTO rules. At the same time, the Indian government notes the need
to harmonize the strategy for the development of trade with government initiatives such as "Digital
India", "Skill India", "Startup India", etc.

At this stage, the Indian government sees the main goal as increasing India's share in world
exports. The share of Indian exports of goods in the global volume increased from 1.7% in 2016—
2020 to 1.8% in 2024, and services, in turn, from 3.3% to 4.3% over the same period [Economic
Survey 2024-2025, 2025]. The Indian government has been boosting the diversification of export
markets and suppliers through a number of initiatives such as the Merchandise Export from India
Scheme (MEIS) and the Services Export from India Scheme (SEIS) [MEIS, 2025]. At the same
time, India plans to maneuver between integration into the international trading system and curbing
foreign presence in its domestic markets.

The importance of RTAs for the Indian economy in terms of solving pressing trade policy



problems is currently being discussed. A number of experts argue that the agreements do not
contribute to the growth of trade with new partners, due to technical barriers that are aimed at
restraining import flows and which are not leveled by the agreements [Pant M. and Paul A., 2018,
p. 538-571]. At the same time, a new approach to the formation of a network of RTAs has been
formed in India's foreign economic strategy over the past decade. India, albeit in a cautious,
gradual mode, is negotiating FTAs or consulting on their opening with a fairly wide range of
partners (a total of 32 tracks are involved). These are the EAEU, the EU, Great Britain, Iran, Peru,
Ecuador, Oman, the Philippines, etc. Thus, it is obvious that the geography of India's potential
partners in FTAs goes far beyond the sub-region. India intends to diversify its trading partners
based on economic security considerations. For the government, it remains a priority to find
partners with whom trade will not pose serious threats to national industries. Historically, the
balance of benefits and costs of concluded FTAs has been at a disadvantage for India. On the one
hand, this was due to the lack of comprehensive efforts to popularize FTAs among national
producers. Due to the lack of reliable resources to find information on SPS requirements, customs
duties, procedures for entering the foreign market, exporters were not aware of the potential
benefits, which ultimately did not lead to an increase in India's export potential. On the other hand,
India lagged behind its FTA partners such as the Republic of Korea, Viet Nam, Thailand and
Malaysia in terms of production capacity. Indian goods were inferior in competitiveness, as they
were produced on the basis of outdated technologies. As a result, there was a significant influx of
foreign goods, especially in the automotive and electronics segments.

The new approach is due to India's high interest in concluding FTAs with the inclusion of
commitments from the WTO-plus and WTO-extra lists. India's readiness for new FTA formats is
due to the development of trade and logistics infrastructure, digitalization of customs procedures
and the presence of a dispute settlement mechanism in them. The inclusion of WTO-extra
commitments is also important because the priority tasks of Indian trade policy include the search
for partners in the field of industrial cooperation and the eventual formation of value chains, the
development of investment cooperation, as well as access to modern technologies. This policy is
reflected in India's relations with Australia (2022 FTA) and with the UAE (2022 agreement).

Thus, India is currently quite active on the FTA track. Nevertheless, given that the country
faces the tasks of increasing its export potential, developing national production, and increasing
its role in international trade, we should expect serious negotiations, demands for concessions from
the Indian side and a difficult search for a compromise. In order to minimize costs in the context
of lengthy negotiations with the EU and the EAEU, as well as India's withdrawal from the RCEP
negotiations, it is important to assess the lost benefits and possible effects of these agreements.

1. India and the EU

Over the past 10 years, trade between India and the European Union has increased by
almost 90% [European Commission, n.d.]. This situation is due to both the beginning of an open
policy on the part of the Indian government and the increased interest in Asian partners from the
West. If China's policy in terms of political stability and the possibility of concessions to the West
has largely exhausted itself, then India seems to be a more promising area of cooperation in terms
of attracting human capital and cheap goods, as well as a base for production. At the end of 2023,
more than 6 thousand European companies were already represented in India, providing over 6
million jobs [European Commission, n.d.].

For India, close ties with the EU are an opportunity to demonstrate that the country is a
significant global player that is ready to negotiate a network of supply chains, investment flows
and joint development in technology sectors. India intends to strengthen its position in the
competition with China for leadership in the Asian region. So far, the situation is complicated by
the negative trade balance with China, which the Indian government seeks to level out in the near
future (in 2023-2024, India exported $16.65 billion to China, and imports amounted to $101.75
billion) [Goyal, 2023].

In addition, India intends to offset a number of economic costs from the upcoming
agreement with the UK. With strong historical ties, both India and the UK have shown a strong



interest in developing economic cooperation after Brexit by starting negotiations on a Free Trade
Agreement in January 2022. This is due to political motives and the desire of both countries to
restore their former traditional ties. The draft agreement includes the WTO-plus and WTO-extra
agendas, but from an economic perspective for India, it is rather resource-intensive.

The European Union is a long-standing and major partner for India. In 2023, the EU
accounted for 12.2% of total Indian trade, which was higher than the share of the United States at
10.8% and China at 10.5% [European Commission, n.d.]. However, for the EU, India is only in
9th place among trading partners with a share of 2.2% in its trade. In terms of goods, EU exports
are represented mainly by machinery, industrial goods, and chemicals [Bourgeois G., 2024].
Commodities make up a small share of trade. In terms of services, there has been a significant
jump in recent years, from €30.4 billion in 2020 to €50.8 billion in 2023. From 2010 to 2023, there
was a significant increase in bilateral trade in sectors such as transport,
telecommunications/information technology, business services.

It is worth emphasizing that the EU remains the main investor for India along with the
United States, Singapore, Mauritius with a total volume of 108.3 billion euros in the 2022-23
financial year. However, the investment climate is far from favorable for European companies. In
the early 2010s, there were over 72 bilateral investment treaties in force, but most of them were
terminated after a number of investor-state dispute cases. At the same time, India has a high index
of restrictions on FDI — 0.21 (at the level of Saudi Arabia and China) [Bourgeois G., 2024].

Since 2007, negotiations have been held on the need to deepen bilateral partnership. In
2013, after 15 rounds of meetings, the negotiations reached an impasse due to differences in the
positions of the parties on the degree of liberalization of mutual trade. In 2021, negotiations
resumed, and continue to this day. The two sides intend to reach a "balanced, ambitious,
comprehensive and mutually beneficial” trade agreement and start negotiations on investment
protection, including through the establishment of a multilateral investment court with the EU-
India. The main channels for advancing the negotiations are the EU-India High-Level Dialogue
on Trade and Investment, as well as the EU-India Sub-Commission on Trade, established under
the EU-India Cooperation and Partnership Agreement of 1994. It is important to emphasize that
the principle of the most favored nation enshrined in the WTO rules remains the legal basis. In the
initial stages of negotiations, the EU granted trade preferences to India under the Generalized
System of Preferences, but suspended them in 2023 due to the rapid growth of Indian exports in
the European market.

The common goal that both the Indian and European sides adhere to is to increase trade
and investment cooperation. In view of the protracted negotiations due to disputes over investment
regulation, the parties decided to sign separate agreements on the protection of investments and
geographical indications. Several rounds of negotiations have already been held on investments.
Experts believe that it will be as difficult as possible to reach a consensus due to the fact that the
agreements must be ratified by both EU institutions and member states [Bourgeois G., 2024]. At
the same time, it is assumed that disputes may arise between investors and the state over
discussions on the arbitration model for the settlement of investment disputes. Two rounds of
negotiations had been held on geographical indications, and the main obstacle to their conclusion
was India's internal regime for the introduction and control of geographical indications that did not
correlate with those in the EU.

The free trade agreement is also still in limbo, mainly for the same reasons — different
perceptions of the parties' content of the agreement and obligations, and different trade regimes.
The EU has abolished the tariff preference regime, which has made the achievement of duty-free
trade the main objective of India’s trade negotiations. However, the agricultural sector still raises
many questions on both sides. The EU intends to achieve the maximum reduction in duties for its
producers. At the same time, the Indian side intends to protect its farmers. It should be noted that
today the average tariff on agricultural goods in the EU is 11.7%, in India - 39.2%, which implies
large concessions from the Indian side to achieve balanced relations. The European side also insists
on the implementation of the chapter on sustainable food systems (SFS), as part of a progressive



concept based on the Sustainable Development Goals [United Nations., n.d.].

Taking into account the available information about the negotiating positions of the parties
at the moment, we can formulate India’s intentions, although at the moment its official position
has not been published. The Indian government is proceeding cautiously and gradually. It is not
possible to reach a compromise between the parties on a number of issues. The main reason is the
lack of harmonization of regulatory systems, as in the case of geographical indications and customs
clearance. At the same time, the agricultural sector is a critical industry for both parties, which
requires greater involvement and a willingness to compromise when discussing potential
preferences.

Nevertheless, we can note that the Indian side can reap significant benefits if the
negotiations are successful. First, India falls into the list of low- or lower-middle-income countries,
and enjoys the benefits of the "standard Generalized System of Preferences".® About 41% of Indian
exports are subject to preferential duties. An increase in the flow of goods after the conclusion of
the agreement under preferential conditions will bring significant benefits to India. At the same
time, it should be noted that some of the goods previously enjoying preferential import treatment
were removed from the list in accordance with Regulation (EU) 2022/1039 [European Union,
2022]. The average import value of Indian plastics, natural stone, machinery and equipment has
exceeded the maximum limits of permitted quotas for three consecutive years. To keep exports at
the current level, India needs to reduce duties as part of a free trade agreement.

Secondly, an important area of negotiations is the opening of the European services market,
which would enable Indian companies to gain access to the capacious EU market. Liberalization
of the rules for the movement of natural persons would allow specialists from India to temporarily
reside and work in EU member states under special conditions. However, from the very beginning
of the negotiations, it was obvious that the European Parliament did not plan to make concessions,
in particular due to the fact that the issuance of work permits and visas is within the competence
of individual EU member states.

Thirdly, India intends to establish itself as a country with high standards in the field of data
protection. Currently, access to the EU's large databases is limited for Indian firms, making it
difficult for them to operate. Potentially, an agreement on the harmonization of standards in the
field of information security will increase the level of trust in Indian companies. In this case, India
can reap significant benefits from the new agreement. However, in return, the Indian government
will have to make serious concessions on other issues under consideration. The fate of the
agreement remains uncertain.

1. India and the EAEU

To assess India's participation in regional processes, it is important to assess India's
interaction with another significant partner in the formation of a potential FTA — the Eurasian
Union. In 2018 and 2019, technical consultations were held to discuss the format of negotiations
on the conclusion of a free trade zone agreement. In March 2020, a draft trade agreement was
prepared, but its consideration was postponed due to the COVID-19 pandemic. Subsequently, in
2022, the parties' attempt to return to the resumption of negotiations did not materialize due to the
Russian-Ukrainian conflict. According to Deputy Minister of Economic Development V. llyichev,
judging by the optimistic attitude of Indian colleagues, official negotiations will begin in 2025.
The resumption of negotiations on an agreement is important for both sides. According to
preliminary estimates, significant benefits can be expected for industries such as mechanical
engineering, electronics, agriculture, and the chemical industry [India Brand Equity Foundation,
2023].

India has been an important trading partner of Russia since the days of the USSR. Trade
turnover had a constant upward trend, which was especially evident after 2014, i.e. from the
beginning of the sanctions confrontation between Russia and the West. For the period 2014 - 2023,
mutual trade increased 10.8 times to an all-time record $64.6 billion, with Russia sending goods

3 Standard Generalised Scheme of Preferences



to India worth $60.6 billion, ranking second after China in the list of the main exporters to India,
and India to Russia - by $4.1 billion. Such growth occurred, in particular, as a result of the
reorientation of Russian energy supplies. In terms of total trade turnover, Russia has become one
of the four largest trading partners in India. India ranks only 14th in exports to the Russian market.
This means that the FTA, in the context of Russia's turn to the East and the diversification of its
trading partners, will enable India to significantly increase the supply of its goods.

In terms of the sectoral structure of mutual trade, the main items of Russian imports from
India in 2023 were food products, incl. seafood (2.7% of total imports), black tea (2%), rice (1.5%)
and coffee extract (1.2%). India also actively supplied chemical products (30%), pharmaceuticals,
machinery and equipment (21%) to Russia, i.e. Indian exports are quite diversified. As for Indian
imports, they are quite monotonous. More than half of the volume falls on energy resources - oil
and petroleum products (40.2%) and coal (9.4%). In addition, Russia exports diamonds (9.6%),
gold (3.7%) and silver (1.6%). The high share of energy in exports, measured in value terms, is
partly due to the high price of oil and gas compared to the price of other commodities.

In 2024, bilateral trade with the EAEU members amounted to $69 billion, an increase of
7% compared to 2023. n.d.].

Taking into account the trade and economic dialogue between the EAEU countries and
India, it is worth highlighting the following factors that determine the interest of both sides in
intensifying negotiations on the conclusion of FTAs. On the one hand, these are historical and
political motives. India was a priority partner of the USSR and somewhat lost its position after its
collapse. Moreover, in the context of the sanctions confrontation with the West, Russia has sharply
increased trade with Turkey and China, as a result of which India's position as a trading partner of
the Russian Federation has become even more vulnerable. In this context, the conclusion of an
agreement can provide serious incentives for the development of economic cooperation between
the EAEU and India, given that such agreements are not planned to be concluded between Russia
and China, for example, in the near future. In this case, India will most likely be able to squeeze
China out of the position of a priority partner of both Russia and the Central Asian countries, or at
least equalize the potential for promoting its own and Chinese goods on the Eurasian market.

It is necessary to take into account the new formats of cooperation that are being developed
on the basis of the EAEU, first of all, the formation of the Greater Eurasian Partnership. The
development of economic ties with India in this format is of interest to both partners. Aligning
cooperation within the framework of the EAEU-SCO or within the framework of the EAEU-
Organization of Turkic States will provide Indian manufacturers with access to a capacious market
and the opportunity to solve or mitigate the problem of the trade deficit. For Russia, the
intensification of ties with India will make it possible to restrain the expansion of Chinese
companies and equalize the competitive positions of manufacturers from different countries,
primarily Russia, India and China.

Russia's turn to the East means the priority development of economic relations with the
countries of the Asia-Pacific region. India, which has a number of free trade zones with the
countries of South and Southeast Asia, can serve as an intermediary between the Russian
Federation and new partners in the event of greater ties with Russia through the FTA.

The economic potential of the agreement under discussion should not be ignored either.
India should increase trade in existing export positions and focus on those goods that will serve as
substitutes for European ones, the demand for which among Russians remains. This can reduce
prices in the Russian market by replacing products coming through parallel imports, for example,
with goods of the textile industry (finished products) and microelectronics. Within the framework
of the FTA, Russia is faced with the task of diversifying the structure of exports and switching to
the supply of goods with higher added value. Given the low purchasing power of the Indian
population, it is necessary to think about the supply of cheaper analogues of European and
American products, for example, fertilizers. At the same time, it is possible that the share of energy
resources will not decrease until the geopolitical situation changes or Russian energy supplies are
reoriented to other consumer countries as transport and logistics infrastructure is created.



1. India and RCEP: nearby, but not inside.

A special place in the country's trade policy is occupied by the decision not to participate
in RCEP. This agreement could bring incomparably greater effects to the country's economic
development due to the scale of coverage of the leading economies of Asia with the participation
of China, Japan, the Republic of Korea, and ASEAN, along with Australia and New Zealand, as
well as due to the depth of elaboration of the regulation of various spheres of economic interaction
between the countries within the agreement in comparison with standard free trade agreements. In
this part of the work, we want to assess the position of India outside RCEP both in terms of the
amount of lost profits for India and the lost benefits for those countries that have become parties
to the agreement.

Negotiations that have lasted since 2011 between sixteen participants in the negotiation
process culminated in the signing of an agreement on the creation of mega-RTAs by 2020 by
fifteen countries. India withdrew from the negotiations at the stage of their completion. The
decision of the Indian side was stunning for the participants, since due to their interest in access to
the capacious Indian market, they made significant concessions and satisfied most of the
requirements of the Indian delegation. In fact, over the past two years, the negotiation process has
been held in the 15+1 format. India managed to obtain concessions from partners in the field of
promotion of its service providers in the RCEP markets, in particular, through the 4th method
(movement of individuals providing the service in the territory of another state), special emphasis
was placed on employees in the field of information technology; The Most Favored Nation
Resolution Mechanism for Disputes Between the State and the Investor, the patent extension
periods, which Japan and the Republic of Korea insisted on, were waived.

Initially, India adhered to a strategy based on three important provisions [Park, 2021]. By
participating in the agreement, India intended to strengthen its position and assert its economic
superiority in South and East Asia. Participation in the mega-agreement would allow India to be
perceived as a large and strong trade and economic player in this RTA, which it was. Secondly,
India was interested in strengthening trusting relations with ASEAN countries, which would be
facilitated by participation in the common RTA. Particular interest in such a union was determined
by the desire to strengthen its position in negotiations with the competitive economies of the EU
countries on the conclusion of another regional agreement. Relying on a mega-agreement in the
form of RCEP may have been timely. Finally, RCEP could become a corridor for building a
partnership with Northeast Asia and Oceania [Palit, 2019], which would facilitate the inflow of
investment, advanced technologies, and raw materials, which would increase the competitive
position of the Indian economy before important steps to liberalize trade with a large group of
strong economies at once.

India’s non-participation in RCEP has also changed the balance of power within the mega-
agreement. Despite the fact that the ASEAN countries were the drivers of this mega-regional
agreement, India's withdrawal upset the relative balance in the internal structure of the agreement,
when the largest economy of the PRC was adjacent to the second largest economy in the region -
India. As aresult, China's leading position in the agreement has become even more defined. India's
presence could smooth out the "Sino-centricity" of the agreement and give it a greater balance.

After 29 rounds of negotiations in 2019, 15 negotiators began discussing the legal aspects
of the agreement without the Indian side. Nevertheless, experts believe that RCEP, even without
India, has retained a significant part of its trade and economic power and influence. RCEP in 15
countries accounts for about a third - 30% of world GDP. Of course, India's non-participation was
a big loss for RCEP. Compared to other RCEP participants, India's economy was second only to
China and Japan. In 2023, India's trade turnover exceeded 1.1 trillion. dollars, which was the
seventh largest foreign trade turnover in the world [TrendEconomy, 2023].

To understand the reasons for India's non-participation in RCEP, it is important to take into
account the differences in the role of the external economic factor in the development of the
region's economies. The Indian economy, in comparison, for example, with China, the Republic
of Korea and many ASEAN countries, was not so pronouncedly oriented towards foreign markets,



which determined its lower interest both in this mega-RTA and in concluding agreements with the
EU and the EAEU.

As can be seen from Figure 1, India's export quota (the ratio of exports to GDP) was the
smallest compared to all RCEP countries. It was two times less than the average value for all RCEP
participants. Accordingly, the interest in trade liberalization in this format was the least.
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Figure 1. Export quota of RCEP member countries and India.
Source: Based on data from TradeMap and the World Bank.

The Indian government, like many other countries of the world, found itself in a
contradictory situation of choosing between the interests of protecting the domestic market and
giving new incentives to the development of foreign economic relations. Many experts believe
that the main reason for non-participation in RCEP is domestic economic factors [Pak, 2021]. The
protest on the part of Indian entrepreneurs and farmers was associated with the existence of a
significant trade deficit between India and China for a number of years. For example, in 2018, it
amounted to $53.6 billion. United States. Compared to all RCEP countries, India’s trade deficit is
currently the largest (see Figure 2).
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Figure 2. Net exports of RCEP countries and India in 2023 (billion dollars).
Source: Based on data from the TradeMap database.

India’s trade deficit is observed not only in India’s global trade turnover, but also in trade
with RCEP. This is one of the reasons why India has shown little interest in joining RCEP and
liberalizing trade with its members. Moreover, the share of India's exports to RCEP countries in
total RCEP exports in 2023 did not exceed 20% (even less than China's), while imports from RCEP
countries accounted for just over a third of India’s total imports. Thus, India's accession to RCEP
would benefit more from other participating countries that actively export their goods to India than
India itself.

When comparing with RCEP member countries, it is worth noting that some of them also



have a trade deficit with other RCEP participants. However, unlike India, their share of exports to
RCEP member countries from total exports exceeds 40%, and for most of them it exceeds half of
the total trade turnover. Thus, other participating countries with trade deficits with RCEP countries
are much more interested in participating in RCEP and liberalizing trade with these countries in
order to develop their foreign trade turnover

India’s high trade deficit with potential RCEP partners meant a highly precarious position
for the Indian economy, even in the absence of a trade liberalization regime. It is clear that after
the conclusion of the mega-RTS, the deficit would become even more significant. India's trade
deficit has been widening since the signing of FTAs with ASEAN, Japan and the Republic of
Korea. With China, it increased from $53 billion to $106 billion. over the past seven years. The
trade deficit carries risks for the Indian economy — the rupee is falling, the external debt is growing,
there are threats to national production, and there are problems with the balance of payments. In
the negotiation process, India insisted on the option of reducing the trade deficit by grading the
size of tariff barriers, that is, a diversified policy of applying tariff rates: for ASEAN — by 80% of
tariff lines, for Japan, the Republic of Korea — 65%, Australia —80%, New Zealand — 62.5%, China
—42.5%. In the process of negotiations, 74% agreed for China, Australia, New Zealand, and 86%
for the rest of the participants. India has not been able to accept such terms, although the granting
of any additional, even relatively insignificant, preferential trade terms, for example, to China,
would have contributed to an even greater influx of Chinese cheap goods into the Indian market
and exacerbate the trade deficit problem. The Indian government was already aware at the time of
the negotiations that the production capacities of the countries are not equal, and it will be a
difficult task to reduce the emerging import dependence on China.

The pressure on the Indian government's negotiating position became stronger after the
Indian far-nationalist organization Swadeshi Jagaran Manch (SDM) protested against RCEP and
launched a nationwide campaign to protect local producers. There was also great discontent in the
home state of Gujarat of the incumbent Prime Minister Narendra Modi, as the center of dairy
production in the country. Farmers and entrepreneurs in this industry feared for the fate of their
industries after a potential influx of cheap imported goods from nearby Asian countries. This
became an additional argument for the Indian government to abandon trade liberalization, for
which the country's economy was not ready.

It can be stated that in the short term, the Indian government managed to provide protection
to its local producers for a while. However, it should also be taken into account that RCEP could
also become a powerful driving force for boosting economic development and creating additional
production capacity in selected industries where India has a strong competitive position. Incentives
for the development of trade relations and new export markets, supported by the current program
of the state campaign "Made in India", could help to improve the quality of manufactured goods
and bring them to foreign markets. It is worth noting another underutilized resource. India has a
large number of unskilled labor, but the export of labor-intensive products is extremely low, and
its share in total exports is not increasing. Thus, the export of skilled labor products increased from
42% to 65% from 1995 to 2018. [Chatterjee S., Subramanian A., 2020] Participation in RCEP
could simultaneously contribute to both the growth of exports of various types of products and the
entry of Indian specialists into new markets.

Among the reputational costs of not participating in RCEP, it should be noted that India
has lost the image of a country with an open economy, which, however, is typical for many other
economies in the context of geopolitical tensions. Seeking respect from the rest of the world as a
strong economic player, India has not become a party to the largest mega-regional agreement, and
has moved into the camp of countries dominated by protectionist trade policies.

Conclusion

Based on the analysis, it can be stated that a feature of India's modern trade policy is the
search for options for solving two opposite tasks at the same time - liberalization and market
protection when concluding agreements with regional organizations and major trading partners. In
our opinion, the country's insufficiently clearly formulated and clearly defined position on this



issue does not allow India to optimize the legal framework of its trade relations and extract
maximum benefits in trade with the world's leading economies.

Part of this uncertainty is due to domestic reasons. India's national policy is aimed at
simplifying administrative procedures, reducing bureaucracy, and building relations with national
producers. Internal contradictions in the system of public administration and the ongoing conflict
between business and government weaken the driving characteristics of the Indian "industrial
machine"”, which could overtake many competitors in the Asian region, but so far only
theoretically.

As aresult, in foreign trade policy, on the one hand, we are witnessing unfinished and long-
lasting trade negotiations and consultations with the world's leading regional economic
associations — the EU and the EAEU. Negotiations are underway, positions are being clarified, but
agreements remain unsigned. The noted internal problems do not allow India to take a decisive
step to conclude these important agreements.

On the other hand, India is missing the opportunity to give an additional impetus to foreign
economic activity and the development of the national economy, remaining on the sidelines of the
largest Asian mega-regional agreement RCEP, having lost the opportunity to participate in
determining the parameters for the development of trade and economic ties in such a vast and
capacious market. This means that the potential for the development of trade with the world's
leading trade associations and countries, using the most effective mechanism of such interaction
at present — the conclusion of multilateral RTAs, remains largely untapped.

Having assessed the possibilities of developing trade with the above-mentioned parties in
this paper, we come to the conclusion that many commodity groups of Indian manufacturers,
which had a sufficient level of competitiveness in foreign markets, remain focused mainly on the
domestic consumer. competition in the Indian domestic market from strong Asian economies that
are taking the lead, leaving Indian companies behind in many key areas of the economy. India,
despite the strong macroeconomic performance achieved in recent years, remains one of the
countries with the highest trade barriers. The weighted average rate of India's customs tariff in
relation to goods traded on the basis of the most-favored-nation principle in 2021 was 18.3% (for
comparison, 9% in China) [English customs statistics, 2024]. The government's measures to create
comfortable conditions for the protection of national producers, provided for in the "Made in India"
program adopted in 2014, on the one hand, protect national industries, and on the other hand,
restrain the entry of enterprises into foreign markets. As a result, the role of foreign trade in the
development of the national economy remains insignificant, in comparison with such economies
as the economy of China or the Republic of Korea.

The lack of a detailed legal framework for regulating foreign economic relations in
multilateral regional formats does not allow for adequate stimulation of the inflow of foreign
capital, which the Indian government could use to renew fixed production assets, accelerate
economic growth and stimulate innovation. All this remains only in plans for the future, not
supported by formalized more active ties with partners.
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