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The FTA between India and China shall agree to lift tariffs,
| quotas, special fees and taxes as well as other barriers to
trade between the entities. Both nations have benefited
from the foreign trade and a closer union may sound like
an unequal bargain. India’s trade deficit with China has rose
over the years and a freer trade might push it wider. But in the
| longer term, India could be a beneficiary too. China’s cheaply
| produced goods pose a slight threat to India’s thriving services
sector, while in other categories like pharma, India remains
significantly ahead. Again, the FTA with China shall increase
sales and profits for Indian businesses strengthening the
economy, creating job opportunities in the country in
the long run. FTA shall also be an opportunity for India
to provide financial boost to eradicate poverty, illiteracy,
unemployment and corruption. Also inexpensive Chinese
power equipment and infrastructure shall help India build

modern factories at a relatively low cost. FTA may resultm
more jobs losses in India than gains, especially for higher
wage jobs; most FTAs have been observed to be bad deals;
China has become the world’s factory, cornering 12 per cent
share of global manufactured goods production. It is now
the most competitive country in the world and way ahead of
India, which is at the second place. Also, the subsidy provided
to the Chinese manufacturing sector is not known. The
domestic exporters in India, may face problems because India
currently does not recognise China as a market
economy, and China might also attempt to keep
both low and high-end manufacturing, given its
reluctance to allow currency appreciation.
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The negative aspects of the FTA are apprehensions arising from
fierce competition and increasing supply of imported products
at lesser prices and the demand for domestic goods declining,
| leaving an adverse impact on the domestic business. In
' addition, because of lower import tariff, the revenue collection
| of the government may also be adversely affected.

The scenario for the pharma sector is no different. The
*| most recent example is the FTA between India and Japan. This
includes trade and investments, thus increasing the bilateral
trade and commerce between the two countries to about
$ 11 billion. With this agreement, Indian pharma products will
be able to gain access to the highly regulated and the second
largest pharma market of the world. Similarly, it is believed
that an appropriate bilateral trade between India and China
will have the potential to cater to the entire requirements of
the generic pharma products of the world, where China will

have an edge in API production and India in pharmaceu@
formulations. Current bilateral trade between India and
China in the pharma sector is estimated to be $ 3.1 billion. It
is a common complaint of the Indian pharma companies that
non-tariff barriers in China are hindering their attempts to
gain access to the Chinese market. Recent healthcare reforms
and removal of various procedural bottlenecks in China
would help Indian players to gain increased penetration
and access to the fast growing Chinese market with its
expanded healthcare delivery system. It is also
envisaged that an appropriate FTA between the
two countries will be able to catapult the global
pharma market to $ 1.1 trillion by 2014.
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~ India and China are the most competitive emerging markets
in the world today. The pharma industry, in particular, will
have a tremendous impact on the FTA between these two fast
developing countries.

China is looking at improving the market access for Indian
companies and insisting that the world was big enough for
both Asian giants to prosper as partners. However, India
| should be concerned that it might become a dumping ground
for cheap manufactured goods from China. Indo-China FTA
seems to be almost in favour of China, considering that it
is extremely difficult for Indian companies to penetrate the
Chinese market. Further, Indian companies have still not
been able to understand the Chinese international trade.

The Chinese laws are not so transparent. There is negligible
trade in finished formulations export to China from India.
The Chinese regulatory requirements are also not clear.

However, while India follows an open policy %
international trade, the Chinese import policy for finished
drugs and methodology for purchase of medicines has never
been to India’s advantage. The Chinese are progressing very
rapidly in improving their formulations products, while
Indian API segment is hardly attempting to compete with
China. Considering India’s fast emerging domestic as well as
international business in pharmaceutical formulations and
drug development related services, the Indian Government
India’s capabilities in API production.

has to work out revised policy for substantial
support of API production in India, with
subsidies and duty drawbacks to encourage
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