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The two great ancient civilizations, Asian giants, India and

China, have enjoyed bonhomie for a short period (1950s) as

the equation of bilateral relations changed marked by the

factors that have deteriorated the relationship such as border

conflict, rivalry, distrust, and mutual suspicion. The border

agreements and growing bilateral trade surfaced as

instruments of Sino-India rapprochement. However, both

countries appeared to be wary of each other ’s geopolitical

aspirations amid emerging contestation in the Indo-Pacific

between the United States (US)-China-India- and China’s

strong alliances with Pakistan. India and the US have been

moving closer. This is denoted by expanding bilateral military

ties. India’s ‘neighborhood first policy and closer ties with the

US’ were perceived negatively in China. At the same time,

India has been critical of China’s Belt and Road Initiative and

refused to endorse it citing its concerns pertaining to

sovereignty and territorial integrity. However, China reiterated

that India’s absence from the BRI would not affect their

bilateral relationship. This newsletter elucidates Indo-China

bilateral relations, India’s response to BRI, and other factors

that have an impact on bilateral relations.

Introduction

      briwatch.info/

BRIWatch is a one-stop

online platform that aims

to provide credible

information to monitor

pro-people progress on

BRI while being an open-

access platform.
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In 1950, India became

the first non-socialist

country to establish

bilateral diplomatic

relations with China.

The relationship

further flourished in

1954 under the

Panchsheel

agreement ,  Hindi-

Chini Bhai Bhai

phase.

The Tibetan uprising in

1959 (when Dalai Lama

fled and took asylum in

India) caused a blow to

Sino-India bilateral

diplomatic relations.

Sino-India bilateral diplomatic

relations

The relationship between China and India, two of the

world’s oldest civilizations, dates back to ancient times.[1]

Both sides, with infrequent political contacts, enjoyed

interaction in the economic, cultural, and religious

spheres. The religio-cultural influence, e.g., the spread of

Buddhism and Hinduism, was mainly from India to China

via Central Asia. But the religio-cultural interaction

ceased around the 10th century CE. Later on, China’s

influence over Tibet and parts of Central Asia gradually

expanded. In 1950, India became the first non-socialist

country to establish bilateral diplomatic relations with

China. The relationship further flourished[2] in 1954

under the Panchsheel agreement ,  Hindi-Chini Bhai Bhai

phase. Despite having divergent political systems and

model of economic development, India exhibited some

positive postures towards China, for example it supported

China’s entry into the United Nations (UN).[3] However,

primarily, the Tibetan uprising in 1959 (when Dalai Lama

fled and took asylum in India) caused a blow to Sino-

India bilateral diplomatic relations. Former Prime

Minister Rajive Gandhi’s visit to China in December 1988

played a significant role in resuming bilateral relations.

The visit led to fundamental policy shifts in both

countries. Firstly, both India and China agreed that this

relationship would be fully normalized and would no

longer be conditional upon prior settlement of the

boundary question. Second, both also undertook to

maintain peace and tranquillity along the LAC pending a

final resolution that was fair, reasonable, and mutually

acceptable. Third, each acknowledged the legitimate

contributions of the other in the maintenance of global

peace and progress. This came to be loosely known

among Indian circles as the Rajiv Gandhi–Deng Xiaoping

modus vivendi. Soon after the assassination of Rajiv

Gandhi (1991), the successors of the country tried to build

upon the strong Indo-China ties until 2014.[4] The

enhanced deployment of Chinese troops in the border

areas and intrusion along the Line of Actual Control (LAC)

in the western sector have a negative impact on bilateral

ties. India asserted that China’s continued unilateral

attempts along LAC to change the status quo have

affected bilateral relations.
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Overview of Sino-India unresolved

border conflicts

The two Asian giants share a long history of territorial

conflicts and numerous skirmishes.[5][6] The border

conflict between two is inherited from the colonial era

when British rulers held a meeting with Tibetan and

Chinese officials to determine the status of Tibet and set a

border between British India and China (1914). British

rulers, in agreement with Tibet, defined a border extending

through Himalayas called the McMahon Line (laid basis for

Sino-India LAC). India maintained it as the official border

between two countries while China has never accepted it.

Both countries fought a war in 1962 that resulted in India’s

defeat losing Aksai Chin to China.

Another Sino-India brawl occurred along Sikkim’s

Mountain (Nathu La and Cho La passes: 1967), when both

sides tried to control the disputed land, in Chumbi valley,

provoked a series of border conflicts. Both sides blamed

each other for alleged infiltration at Nathu La and Cho La

pass alongside the Himalayan border. However, India

prevailed by repelling China.

After 8 years of Nathu La Cho La conflict, the Chinese army

attacked a patrol of Assam Rifles jawan along the dividing

line in Arunachal Pradesh (1975) and killed 4 Indian

soldiers. China asserted that the patrol crossed the LAC

and fired Chinese post; a claim rejected by the Indian

government.

After a few decades, in 2013, China established a camp in

the Daulat Beg Oldi sector, on their side of the LAC. India

followed and set a camp on their side of LAC. The camp on

both sides was heavily equipped. However, the tension

calmed when both sides agreed to dismantle the camps

and pulled back their soldiers.

In June 2017, China started constructing a road in Doklam,

a disputed region between China and Bhutan. Indian

forces, in favor of its ally Bhutan, confronted Chinese road

construction in Doklam. In August, China stopped the

construction and both sides withdrew their forces.

The Chinese and Indian troops have been engaged in

multiple clashes since May 2020. Military from both sides

confronted at the Pangong Tso Lake in eastern Ladakh.

This was followed by another military clash in Galwan

valley in June 2020.[7][8]
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It was the first deadliest clash between the two sides since

1975. In the valley, soldiers from both sides fought hand in

hand with sticks and clubs which resulted in killing of 20

Indian soldiers. India accused Chinese construction in the

valley on India’s side of LAC while China denied Indian

claim and maintained that Indian troops have violated the

consensus by crossing the LAC for illegal activities and

attacked Chinese personnel which led to fierce physical

confrontation. Albeit disengagement from both sides at

the Pangong Tso and Gogra area (2021) has eased bilateral

relations, further diplomatic and military cooperation is

essential to ease the tension at all friction points along the

LAC. Both sides, in March 2022,[9] held 15th round of high-

level military dialogue to ease the tension in eastern

Ladakh. The bilateral talks continued to discuss the

mutually acceptable solution.

Nevertheless, there is a possibility of continued skirmishes

between the two Asian giants because as per Indian media,

China is building a ‘new bridge’ on the banks of the

Pangong Tso Lake[10] as a part of its ongoing

infrastructure development strategy in eastern Ladakh. So

far, the two sides have signed five bilateral agreements to

resolve border conflict in 1993, 1996, 2005, 2012, and 2013

respectively.[11]

Bilateral trade and investment

Sino-India bilateral trade relations stretch back to ancient

times when the old ‘Silk Road’ served as a major trade

route between the two countries.

Both sides, in March

2022,[9] held 15th round

of high-level military

dialogue to ease the

tension in eastern

Ladakh. The bilateral

talks continued to

discuss the mutually

acceptable solution.

Image source: http://www.hunterbmartin.com/history-of-the-ancient-chinese-silk-
road.html
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Both countries, in 1984,

signed a trade

agreement under

which they granted

each other the Most

Favored Nation (MFN)

status.

India relies on China for

the heavy import of

Active Pharmaceutical

Ingredients (APIs). It

receives over 90% of

APIs from China.

In early 1950s, both sides signed an agreement to promote

trade and bilateral interaction.[12] The normalization of

bilateral relations in mid 1970s paved way for trade ties.

Both countries, in 1984, signed a trade agreement under

which they granted each other the Most Favored Nation

(MFN) status. Historically,[13] Nathu La Pass in the

Himalaya played an important role in Sino-India bilateral

trade. It connected India’s Sikkim to China’s Tibet.[14] The

route was closed after 1962 border conflict, opened in 2006

and was sealed again due to Doklam conflict. Later, China

has agreed to allow Indian pilgrims to travel through this

route.[15] Despite border conflicts, growing trade deficit,

India has not withdrawn MFN status[16] to China. The

bilateral trade increased from USD 2.8 billion in 2001 to

USD 95 billion in 2021-22. However, its trade deficit with

China has been growing since early 1990’s.[17] It increased

from USD 506.74 million in 1994-95 to USD 1,424.04 million

in 2004-05. In the past few years, India’s trade deficit with

China[18] stood at USD 53.57 billion in 2018-19, USD 48.65

billion in 2019-20, and USD 44.02 billion in 2020-21. It

further hit a record USD 77 billion from April 2021 to March

2022 when bilateral trade stood at USD 129.93 billion

(India’s export to China USD 26.46 billion, Import from

China 103.47 billion).[19]

In 2021-22, the trade balance remained in favor of

China[20] as India’s export to China stood at USD 18.3

billion whereas imports from China stood at USD 76.6

billion. Around 50% of India’s imports included machinery,

electronic goods, and fertilizers. Besides that, India relies

on China for the heavy import of Active Pharmaceutical

Ingredients (APIs). It receives over 90% of APIs from China.

The bilateral cooperation in the pharmaceuticals and IT

sector expanded irrespective of the trade imbalance.

Around 90 Indian companies (IT & Pharma) are active in

China while over 100 Chinese companies have established

offices in India.[21]

Amidst bilateral trade imbalance and height of tensions at

border, India has tried to restrict Chinese economic

activities in India by different approaches.[22] It has

banned[23] 54[24] Chinese apps citing security and privacy

concerns. After the border conflict with China in 2020,

India's ban list, which initially had 59[25] Chinese apps

including TikTok, has expanded to 321 apps. It has also

excluded prominent Chinese manufacturers Huawei and

ZTE[26] from its 5G trials.
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Bilateral economic and commercial

cooperation

Both countries are working on the areas of cooperation in

various other sectors including petroleum, railway, double

taxation, audio-visual coproduction and social security.

Both sides are keen to form a joint working group and a

memorandum of understanding (MoU) on cooperation in

petroleum sector. They have revised the double taxation

avoidance agreement in 2018. With the increasing number

of personnel being employed both in China and India,

both the countries are keen to develop a social security

agreement. Yet, no further development on aforesaid

initiatives is reported recently.[30]

The cumulative Indian

Investment in China

(till the end of 2020)

remained lower than

the Chinese cumulative

investment in India. It

amounted to USD

937.64 million

compared to

cumulative Chinese

investment to India i.e.

USD 53.4 billion.

Both sides are keen to

form a joint working

group and a

memorandum of

understanding (MoU)

on cooperation in

petroleum sector.

Under the banner of

EEP, both sides have

awarded scholarships

to students in

renowned institutions

of higher education in

each other ’s country.

Furthermore, under the garb of curtailing ‘opportunistic

takeover ’ of the country, the Indian government has

enacted restrictions on the Foreign Direct Investment

(FDI) coming from its neighboring countries including

China. However, it is reported that the Indian government

has decided to ease FDI restrictions by allowing

investment in certain sectors via ‘automatic route’,

bypassing the government approval/scrutiny.[27]

Besides that, the cumulative Indian Investment in China

(till the end of 2020) remained lower than the Chinese

cumulative investment in India. It amounted to USD 937.64

million compared to cumulative Chinese investment to

India i.e., USD 53.4 billion. Meanwhile, the US has

overtaken China, became India’s top trading partner, in

2021-22.[28] Since India has trade deficit with China, the

US is among few economies with which India has recorded

trade surpluses. The US trade deficit (trade in goods) with

India last year stood at USD 33,120.4 million and it was

recorded USD 11,973.9 million in first four months of 2022.

[29]

Sino-India Education Exchange

Program (EEP)

To promote bilateral cooperation in education sector,

China and India have signed an Education Exchange

Program (EEP) in 2006.[31] Under the banner of EEP, both

sides have awarded scholarships to students in renowned

institutions of higher education in each other ’s country. So

far, the Indian Council for Cultural Relations (ICCR)

awarded Hindi learning scholarships to 25 Chinese

students.[32] Both countries have expanded the EEP

including cooperation in vocational education and higher

learning.



7

A total number of Indian students in various universities of

China rose from 18,171 in 2016-17 to 23,000 in 2018-19. [33]

Moreover, Kendriya Hindi Sansthan, Agra offers annual

scholarships to Chinese students. In 2020-21, KHS selected

6 Chinese students under the scholarship program.[34]

Also, many Indian universities, in association with

universities in China, are running Chinese language

centers and have faculty/student exchange programs. But

the exact figure of such programs remained unknown.[35]

India’s stance on BRI and CPEC

Amid growing Chinese influence in Asia pacific, India has

categorically opposed the BRI.[36] Around 120 countries

including 30 top leaders participated in the Belt and Road

Forum (BRF: 2017) held in Beijing. India was invited but it

did not attend the forum. India, citing the sovereignty and

territorial concerns, refused to endorse BRI at the

Shanghai Cooperation Organization Summit (SCO) in 2018.

The Ministry of External Affairs (MEA) of India hinted the

risks attached to BRI including lack of good governance,

transparency and financial responsibility creating

unsustainable debt burden for some recipient countries.

[37] Not to mention, India with the other regional actors

like Japan has tried to counterbalance BRI with its own

initiative as Asia-Africa Growth Corridor (AAGC).[38] But it

remained merely a visionary document. India did not

overtly assert its strategy to counter the BRI, but it has

endorsed regional connectivity in its dialogues and other

official engagements e.g., the 2016 Raisina Dialogue

emphasized on Asian connectivity.[39]

In the larger context, the China Pakistan Economic

Corridor (CPEC), a flagship project of BRI, has aggravated

India’s concerns. India’s late Foreign Minister, Sushma

Swaraj, underlined CPEC as ‘unacceptable’ to the Indian

government.[40] Indian Navy Chief Admiral, Karambir

Singh, alleged that the BRI and CPEC have violated Indian

sovereignty. He further said that CPEC passes through the

disputed territory of Gilgit-Baltistan and Azad Kashmir on

which India claimed its sovereignty. India has been

extremely critical of CPEC. Pakistan has accused India of

sabotaging CPEC’s execution. It alleged that Kulbhushan

Yadhav, an Indian spy, was involved in instigating terrorist

activities, mainly in Balochistan and Karachi against CPEC.

[41]
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On the other hand, China rejected India’s apprehensions

against CPEC.[42] In addition to that, China has excluded

the Bangladesh-China-India-Myanmar (BCIM)[43]

economic corridor from the BRI. The said corridor aimed to

link Kunming (China’s Yunnan province) with Kolkata,

passing via Mandalay in Myanmar and Dhaka in

Bangladesh before heading to Kolkata. As India second

time turned down the Chinese invitation to attend the

BRF, the Joint Communique of the Leaders’ Roundtable of

the BRF’ has removed Bangladesh-China-India-Myanmar

(BCIM) economic corridor from the list of BRI-led projects.

Meanwhile, there is a divergence of Indian experts’

opinions regarding India’s answer to BRI. Some officials

argued that with the exception of CPEC, India should

explore connectivity and infrastructure development

under BRI whereas others argued that China-Pakistan

enhanced cooperation would affect their interests and BRI

would strengthen Chinese influence in the region.[44][45]

Despite India’s opposition of BRI, the experts from India

and China argued that bilateral rivalry cannot debilitate or

undermine the grouping of Brazil, Russia, India, China, and

South Africa (BRICS).[46] Indian official has underlined

that its objection to BRI should be treated as an

“exception”.[47]

The US factor in Sino-India ties

China and India’s membership of various initiatives such

as the Asia Pacific Trade Agreement (APTA),[48] Shanghai

Cooperation Organization (SCO), Brazil, Russia, India,

China, South Africa (BRICS), is reminiscent of their

commitment to promote bilateral and regional

cooperation. However, the regular Sino-India border

skirmishes, and regional factors like deteriorating Indo-

Pak relations and the US-China rivalry to flex their

diplomatic, economic and military muscle in the region

have profound impact on Sino-India relations. China’s

stance on blacklisting the head of Pakistan-based militant

group Jaish-e-Mohammed (JeM),[49] opposition to India’s

entry into the Nuclear Suppliers Group (NSG)[50] and

CPEC have irked the Indo-China relations. It has brought

India and the US closer to each other with enhanced

bilateral defense cooperation.[51] Moreover, both the US

and India have been critical of the BRI. To counter the BRI,

the US has announced "Build Back Better World” (B3W)

initiative and claimed it will be transparent, sustainable

and values driven. However, the scope, structure and

timeline of B3W is unclear.[52]
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the list of BRI-led

projects.

Sino-India border

skirmishes, and regional

factors like deteriorating

Indo-Pak relations and

the US-China rivalry to

flex their diplomatic,

economic and military

muscle in the region

have profound impact

on Sino-India relations.
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Notwithstanding the Indo-China tense borders, US-China

rivalry and bolstering Pak-China relations, India is not

completely withdrawing from China whether its trade or

diplomatic relations. It is not the member of BRI, yet the

volume of bilateral trade is higher exhibiting it is not

necessary to sign BRI to promote trade and economic

relations.

Conclusion

The relationship between India and China is at the

crossroads and a decision made by any of two would have

regional as well as global impact considering the Indo-US

and China-Pak ties. Since the commencement of China’s

BRI, India has been worried of Beijing’s expansion in its

neighborhood, both in the maritime and continental

domains. It is important to note that India’s engagement

with China is complex. Although their acrimonious border

conflicts have brought soldiers face to face at many points,

the bilateral trade has increased with China having sharp

edge over India. As Chinese capital is looking for a large

market, attracting investment would be a good way for

India to bridge its trade deficit with China. Though there is

no amicable solution in sight if we look at the unresolved

border conflict, both sides need to understand that ‘the

past haunts the present, but history does not repeat’. They

should rather focus on the issues where there is room for

betterment. India should review its trade items noting

where exports need to be capped, which items should be

controlled or require regulation. Albeit, there is no

immediate headway to any conflict whether it is territorial,

economic or socio-political in nature, China and India

need to promote cooperation rather than competition. If

both pursue the policy of containment and competition,

China’s strategic ties with Pakistan and Indo-US alliances

would aggravate the situation at regional as well as global

level.

As Chinese capital is

looking for a large

market, attracting

investment would be a

good way for India to

bridge its trade deficit

with China.
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