
India to counter China's stance at RCEP

Why in news?

\n\n

India is set to go against China at the upcoming negotiations on the Regional
Comprehensive Economic Partnership (RCEP) agreement.

\n\n

Regional Comprehensive Economic Partnership (RCEP)

\n\n

\n
RCEP is a proposed free trade agreement (FTA) between the ten member
states  of  the  Association  of  Southeast  Asian  Nations  (ASEAN)  -  Brunei,
Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore,
Thailand & Vietnam and the six states with which ASEAN has existing FTAs -
Australia, China, India, Japan, South Korea and New Zealand.
\n
RCEP negotiations were formally launched in November 2012 at the ASEAN
Summit in Cambodia and have progressively become more complicated after
15 rounds and four ministerial meetings.
\n
For India, the RCEP presents a decisive platform to influence its strategic
and economic status in the Asia-Pacific region. Expected to be the largest
regional trading bloc in the world, accounting for nearly 45 per cent of the
global population with a combined gross domestic product of $21.3 trillion, it
will also bring the biggest economies of the region into a regional trading
arrangement.
\n

\n\n

What is happening now?

\n\n
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\n
At the last ministerial in Laos held in August, India had made its move so far
by shifting its long-held stance of a three-tiered, differential levels of tariff
reduction to a single one applicable to all the RCEP members.
\n
However, India is now mulling a two-pronged approach on which it expects
to round up support from all other nations and in the process isolate China.
\n
Under the previous plan, the 10 countries that are part of ASEAN were being
offered up to 80 per cent tariff liberalisation.
\n
Of this, 65 per cent elimination of tariff was to come into force immediately
upon completion of the agreement. Another 15 per cent tariff elimination
was to happen over 10 years. In the second tier, India offered 65 per cent
tariff elimination to South Korea and Japan, with whom it has free trade
agreements.
\n
Similar levels of tariff reduction, if finalised, are expected to hurt India the
most as it has a relatively higher tariff regime. This has always forced India
to reduce tariffs much more than partner nations.
\n
India has a goods trade deficit  with China that has ballooned from $1.1
billion in 2003-04 to $52.7 billion in 2015-16. The domestic steel and heavy
industries sectors have been apprehensive that China may use the RCEP to
try and gain more market access in India even as it remains unwilling to
import more.
\n
Government believes that other RCEP nations shared the same concerns and
would support India’s position. To this end, the number of tariff lines offered
for reduction as well as the phase-out period would be different for China.
\n
The period for phasing out tariff lines for imports from China could be 20-30
years, as it is essential to ensure Indian industry has enough time to improve
its competitiveness.
\n
The RCEP nations will deliberate on finalising the maximum number of goods
on which duties will either be eliminated or reduced drastically.
\n
Under deviations, India may propose a longer duration for either reduction
or elimination of import duties for such countries.
\n
The original target of concluding a deal was by end 2015. However, member
nations have managed to only submit initial offers for trade in goods and



services apart from initial reservation lists for investment. The issue of tariff
reduction had then taken hold.
\n
The departure from the earlier stance represented a normal progression in
the negotiations since no other nation was on board with the idea. Commerce
& Industry Minister added countries were looking towards a list of common
concessions with minimum deviation with regards to some items.
\n
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