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ABSTRACT 

China and India are both integral parts of Asia. The economies of both countries can 
be compared in order to better understand the competition between them. It is important to 
note that the comparison between India and China greatly abound. Nonetheless, the normal 
comparisons are anchored on the growth rates of their GDP, exports and foreign direct 
investments among others. In this case, the literature review has not gone beyond the 
analytics. The fast unfolding achievement stories of both India and China are probably the 
best things to have occurred in the realm of development over the past one-century or so. 
Otherwise, the body of literature on post war had, for a significant number of times, only 
discussed about the little Asian tigers whilst India and China offered such an attractive 
opportunity for various research studies. 

The main focus of the study was to investigate the economic growth of India after 
independence, and compare with China’s growth in today’s world scenario. It is almost 
impossible to avoid the comparison of India and China since both countries are the new 
prominently economies of the developing nations; the interest in the study of the two had 
strengthened by the fact that the two giants are neighbours in the continent. They are huge 
and wide in terms of their economies and populations. Moreover, both countries are great 
traditions that are attempting to modernize. Scholars have not agreed on which of the two 
nations is ahead or above the other in economic and development terms. Some researchers 
have stated that China is far ahead of India while other researchers have argued otherwise 
 
Keywords: India, China, Economy, Growth, comparison 
 
Introduction 

 
The study was significant in the sense that it would provide more information to 

various stakeholders concerned with the relations between India and China. The first 
importance of the study was that it would provide a clear understanding of how Indian 
economy grows right after independence and in very short period of time it becomes fastest 
growing economy in the world. Again, the study was significant because it would provide 
knowledge with regard to the factors that strengthened India’s position and make her one of 
the influential world’s player. This would be crucial to other international members who 
would be willing to establish some forms of relationships with India and China.  

The study utilized a historical approach of enquiry and available literature reviews. 
During the process, secondary data and information were collected for analysis and 
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presentation. Interview as an approach was limitedly applied to collect data that would 
provide more clarification on the contemporary relations between India and China.  
 
The Indian economy and economic growth after independence 

The economy and economic growth of India is examined right from the period 
following its independence in 1947. Available literature reveals that Indian economic model 
at independence not actually clear, given that Gandhi preferred as a simple economic model 
while Nehru favoured the economic model of British socialism; by then, the British socialism 
had hoped to establish a modern economy as quickly as possible.1 In 1947, at independence, 
India was characterized by low per capita income. There were numerous individuals; hence 
there was normally a large GDP. However, per capita income was extremely low.2 Economic 
researchers posit that somehow, India had a completely established capitalist economy and it 
had some of the oldest capitalist institutions in the entire region of Asia like the Bombay 
Stock Exchange, which was founded in the year 1875.3 In such a case, arguably, India had a 
modern economy at the eve of its independence; however, other scholars contend this was 
very thin as compared to what a true capitalist economy should be. 

Other bodies of literature indicate that there was already a manufacturing sector, 
which did not encompass all the industries.4 Besides, the bodies of literature further show that 
India had a strong but limited textile industry.5 A close examination of available and 
authoritative literature, there is a revelation that Indian economy was predominantly a 
subsistence economy. The literature further shows that the villages at the time of 
independence did not have road networks and other related infrastructure. In this case, as 
some pundits argue, the Indian people were evidently not part of the market economy.6 

During the process of the struggle for independence in the final periods of the war, 
Nehru was jailed together with a number of his Congress colleagues. In just a matter of few 
weeks, they came up with a consensus, which has always been referred to as the Indian 
Congress Consensus. At that time the Indian Congress completely dominated India; this 
implies that all Indians adopted whatever the Indian Congress decided on.7 Other literature 
shows that definitely there was an extensive consensus on the necessity to develop India 
economically, to establish an industrial revolution, to develop rapidly and also to establish a 
modern economy.8 Some researchers argue that this would entail shifting or transferring 
agriculture laborers to the urban centers; this was a popular line of perception in the early 
periods of development economics since the move would not actually have any cost. It is 
argued that this was due to the fact that the marginal products of the agricultural laborers 

                                                           
1 M. Agrawal, Freedom Fighters of India (in Four Volumes) (India: Gyan Publishing House, 2008), 60-66. 
2 Kokula Hari, International Conference on Computer Applications 2012: Volume 04 (New Hampshire: Techno 
Forum R&d Centre), 203-217. 
3 Murali Patibandla, Evolution Of Markets And Institutions: A Study Of An Emerging Economy (London: 
Routledge, 2006), 52. 
4 Patibandla, Evolution Of Markets And Institutions: A Study Of An Emerging Economy, 53. 
5 Indu Ramchandani, Students' Britannica India: Select essays (India: Popular Prakashan, 2000), 48-52. 
6 Chetan Ghate, The Oxford Handbook of the Indian Economy (Oxford: Oxford University Press, 2012), 4-71.  
7 Ghate, The Oxford Handbook of the Indian Economy, 15. 
8 Ghate, The Oxford Handbook of the Indian Economy 15. 
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were not significant. In this case, there it was felt that the agricultural laborers were not 
making any substantial contributions at the countryside.9 
 
Licenses Raj 

It was universally agreed that the Indian society should be anchored on collective 
action and not capitalist approach. Fundamentally, the idea was that the state should take 
control of the economy and should not be controlled by the capitalist sector.10 Subsequently, 
some literatures also show that for the part of the forty years following independence, the 
economic growth of India was very slow. However, Scholars contend that the development of 
“License Raj” was very fast. This implies that every economic activity required the granting 
of permission for being undertaken within the territory of India.11 Available documentations 
show that business owners could not expand their businesses without express license from the 
government; businesses had be issued with industrial licenses to expand before getting 
foreign exchange to make import of goods and services. Interestingly, other available 
literature also shows that even the banks were placed under nationalization in the due course. 
Scholars have revealed that the banks were among the last to be nationalized in the late 
periods of 1960s and early 1970s.12 
 
Evaluation of Indian Economy 

Consulted literature indicates that India’s economic growth did not actually accelerate 
much in an average between 1980s and 1990s. It is revealed that the period of 1980s ended in 
a crisis since some factors were clearly not sustainable. However, it is important to note that 
currently, there is no form of indication that the current growth rate is not sustainable. 
Therefore, in light of this, a researcher had contradicted the notion that some factors were not 
sustainable; he has alternatively argued that the factors might have been sustainable except 
that the growth rate was very slow as compared to the expectations of the time. 

Other scholars contend that the growth of Indian economy took an upward trend after 
the initiation of various reforms in the country in 1991.13 The scope of economic reforms that 
has been undertaken in India has had a broad range; this is shown to have covered such 
aspects as international trade and commerce, industrial production, foreign investments and 
the financial market. Research shows that the system of government control on every 
economic activity in India has progressively been done away with and subsequently replaced 
with a more market oriented economic system where the economic decisions of private sector 
respond to the signals of the market.14  

According to other studies, the fundamental objective of the reforms, among other 
things, was to put the economy on a highly sustainable growth trend. This was to be done by 
creating a framework of incentive that would help the shift towards the best possible 

                                                           
9 Ghate, The Oxford Handbook of the Indian Economy, 17. 
10 Ghate, The Oxford Handbook of the Indian Economy, 18. 
11 William Boyes, Microeconomics (London: Cengage Learning, 2012), 123-385. 
12 Boyes, Microeconomics, 123. 
13 Boyes, Microeconomics, 125. 
14 Boyes, Microeconomics, 128 
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allocations of factors of production across the different sectors in the Indian economy and the 
most effective combination of input within a specific production sector.15 

Economists who have studies the economic growth of India after attaining 
independence have argued that after the development planning process in India was initiated 
in 1951, the Indian economy recorded experienced growth at an average rate of 
approximately 3.5% for a period of about thirty years.16 Other sources indicate that the 
expanded economy of India during the period of 1980s grew to an annual rate of 
approximately 5.5%.17 This implies that the economy of India grew at the rate of 5.5 per cent 
annually during the period of 1980s. Moreover, more statistic show that the economy further 
grew at the rate of 6.7 per cent during the period beginning from 1992 to 1993 and also 
during the period beginning from 1996 to 1997. Scholars attribute the growth rate to the far 
reaching reforms that were initiated in 1991 and also opening up of India’s economy to more 
global or international competition.18 

However, other available records show that the growth rate took a declining trend; 
during the periods starting from 1992 to 1997, the growth rate declined to 5.5 per cent while 
it further declined to 4.4 per cent during the period beginning from 1997 to 2003.19 Once 
again, scholars have attributed this to the impact of poor and insufficient rainfall, which led to 
decline in the quantity of produced agricultural output.20 However, credible literature also 
indicate that because of good monsoon that resulted in the turnaround in the agricultural 
sector, the economy of India experienced a growth rate of about 8.5 per cent in the period 
between 2003 and 2004.21 Unfortunately, also according to available statistical records, the 
growth rate of India, once again, declined by one point to stand at 7.5 per cent. Following that 
latest period of economic decline, India experienced another increased growth rate of 9 per 
cent between the periods of 2005 and 2006 inclusive and further 9.4 per cent between 2006 
and 2007 inclusive.22 

Economists note that there was a significant decline again of India’s growth rate due 
to the 2008 and 2009 global economic slow-down. Available literature indicates that the 
economic slowdown made the India’s economy to be unable to achieve the 2007 estimated 
growth rate of 9 per cent, which was expected between 2006 and 2007 and again in 2011 and 
2012.23 It is evident that the declining growth rate has significant impact on all the sectors of 
India’s economy. 

India’s economic growth potential is a subject of debate among the international 
economic agencies. The Indian economy is currently perceived by economic analysts to be 
world’s fastest growing economy, coming only after China. Considered in terms of 
Purchasing Power Parity, India is the third largest economy in the world; coming after the 

                                                           
15 Singh Ombir, Long Run Prospects for GDP Growth in India (India: Gautam Buddha University, 2010), 125-
138. 
16 Ombir, Long Run Prospects for GDP Growth in India, 125. 
17 Ombir, Long Run Prospects for GDP Growth in India, 125. 
18 Ombir, Long Run Prospects for GDP Growth in India, 128. 
19 Ombir, Long Run Prospects for GDP Growth in India, 128. 
20 Ombir, Long Run Prospects for GDP Growth in India, 129. 
21 Ombir, Long Run Prospects for GDP Growth in India, 130. 
22 Ombir, Long Run Prospects for GDP Growth in India, 131. 
23 William, 456. 
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United States and China. This is according to 2007 global economic survey.24 During that 
year, India surprisingly beat Japan.25 According to the economic report produced by the 
International Monetary Fund, the share of India in the GDP of the world was approximated 6 
per cent in the year 2005; this, according to the analysis of the world economic scholars, 
made about 10 per cent contribution the growth of global economy.26  

Another scholar argues that the story of India’s economic growth and development 
following the period of independence is often distorted by the belief of fashion of perception 
that shapes the conservative wisdom. This is actually misleading not only in the process of 
providing an analysis of the past but also in the process of contemplating the future. If India 
is considered during the period of the 20th century as a whole, the turning point of its 
economic growth was approximately 1951. However, when the same is considered since 
India attained independence, the turning point in its economic growth was about 1980. 
Another scholar actually argue that the actual failure of India throughout the second half of 
the 20th century was the country’s inability to reform its growth into development; this, 
according to the scholar would have initiated a process of improvement in the living 
conditions of the Indian’s ordinary individuals.27 

Another scholar examines India’s growth acceleration and goes ahead to indicate that 
the turnaround in India’s economic growth took place in the late 1970s period. The scholar 
demonstrates India’s economic growth has greatly been driven by the rate of private 
investments, that is, the development of the private sector, which increased in the mid of the 
1970s era.28 Financial deepening, the relative price of equipment investment and the fixed 
public investment in turn have propelled this. The impact of attitudinal move of the nation 
towards the development of the private sector on growth was of the second order, and in any 
case it did not have an impact, then it was via the changes in economic policies rather than 
autonomously of the latter.29 

There has been extensive belief in the general public, foreigners and non-Indian 
residents that the economy of India was struck since independence in what the some pundits 
have referred to as the “Hindu Rate of Growth” approximated at 3.5 per cent annually. Prof. 
Raj Krishna played a major role in popularizing the concept of “Hindu Rate of Growth” in 
the 1970s; literature shows that this was the period of increasing controls and slowing in 
economic growth rates. However, another scholar questioned the concept of “Hindu Rate of 
Growth” with regards to its implications in the India’s economy. 

Nonetheless, some researchers have pointed out that there was a new economic policy 
that was introduced in the period between 1991 and 1992 inclusive to transform the economy 
of India. The new economic policy pushed the growth rate from the 3.5 per cent “Hindu Rate 
of Growth” to new raised rate that was differently approximately to lie between five and six 
per cent. 

                                                           
24 Shailendra Kadre, Going Corporate: A Geek's Guide (New York: Apress, 2011), 130. 
25 Kadre, Going Corporate: A Geek's Guide, 130. 
26 World Bank, World Development Indicators (New York: World Bank Publications, 2008), 3-18. 
27 Jos Mooij, The Politics Of Economic Reforms In India (London: SAGE, 2005), 106-110. 
28 Angus Maddison, Growth and interaction in the world economy: the roots of modernity (California: AEI 
Press, 2005), 13-25. 
29 Maddison, Growth and interaction in the world economy: the roots of modernity, 12. 
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Another researcher demonstrated that the economic growth acceleration came before 
the new economic policy. However, even though another researcher appreciates that the 
higher rate of economic growth of the 1980s, he does not view the 1980s as the new facet of 
the development of India. This is due the fact that the researcher believes the unsustainable 
economic policies of the 1980s resulted in the balance of payment crisis of the 1990 to 1991 
period. Other scholars like Delong, Acharya and Williamson and Zegha have supported this 
argument. Rodrik-Subramanian and Kohli have argued that that the growth that was initially 
accelerated during the period of 1980s actually precedes the reforms that came after the crisis 
of the early part of the 1990s period. Therefore, within this context, the two authors 
emphasize that the role of what they have implied by business reforms commenced in the 
early 1980s period. 

Contrarily, Srinivasan and Panagyria posit that before the more significant 
liberalizations that surfaced in the 1990s, economic growth in India was established largely 
on unsustainable rise in public expenditures coupled with excessive foreign borrowing that 
resulted in the 1991 balance of payment crisis. It is important to note that there are still 
debates going on with regard to the extent to which the current economic growth may be 
maintained and different approaches by which in could be increased for the benefit of the 
Indian economy.  

Kohli posit that the recent accelerated economic growth of India was more of a 
function of the pro-business incline of the Indian nation and therefore less of an outcome of 
the post 1991 liberalization process of the economy. In order to reinforce this view, Kohli has 
proposed three kinds of evidences: 

1) The economic growth acceleration that took place about 1980s precisely coincided 
with the striking but less realized, Indira Gandhi kicked off shift in India’s economic 
role. However, he does not offer substantial explanation about this argument and how 
it contributes to the current debate relating to economic development of the post-
independent India.  

2) The aggregate economic performance from the period of liberalization process, 
particularly industrial growth, has not been adequately improved over the period of 
the 1980s.  

3) The interstate differences in the economic growth in the 1990s too tend to follow a 
similar pattern, with pro-business nation government succeeding substantially in 
pulling private investment and hence economically growing hastily.30 
Economists cling to a skeptical perception of the long-run potential growth of the 

economy of India up to the period of 1990s.31 In other areas, it has been perceived that the 
average economic growth rate of India during the era of 1990s was not substantially varied 
from that of the 19980s era. This was in spite of a superfluity of the reforms and liberalization 
measures that had already been taken. According to the available literature, these measures 
were taken in between 1991 and 1992 inclusive in the wake of the Indian crisis of the balance 
of payment. Numerous research studies have also been done with regard to the potential 
economic growth of India. Donde and Saggar estimated that the potential output would be 

                                                           
30 Maddison, Growth and interaction in the world economy: the roots of modernity, 12. 
31 Maddison, Growth and interaction in the world economy: the roots of modernity, 12. 
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approximately 6 per cent utilizing the univariate approach. Nonetheless, they made a 
consideration that with the then structural changes and the reforms that were on-going policy 
impacts might take the potential economic growth rate to the level of approximately 8 percent 
to a double digit of 10 per cent mark within a relatively short time. 

However, Dhal utilized a dynamic input-output model to place the potential economic 
growth at 6.5 per cent whilst a potential growth rate of about 8 per cent to 10 per cent was 
approximated in relation to the production function and warranted growth strategies. Besides, 
Dholakia has provided an in-depth discussion on the sources of India’s accelerated economic 
growth and the vision 2020 of the Indian economy. Dholakia indicates that the accelerated 
economic growth realized during the past one and half decades has established the conditions 
for India’s economic take-off into the sphere of high growth.32 

According to Bell, India has a great potential to indicate the fastest economic growth 
in the next more than 30 and 50 years. And, growth could be more than 5 per cent in the next 
more than 30 years if the process of development is facilitated successfully. However, Rodrik 
and Subramanian have approximated the potential output economic growth beyond 7 per 
cent.33 

Economic development of India can be described as original. This can be attributed to 
the fact that Indian economy major relies on providing services, especially in the areas of 
information technology with the extension of call centers and firms providing consultation 
services in information technology. According to available statistics, India received about 40 
per cent of the foreign direct investment that flowed to developing economies.  

 
Economic competition between India and China 

According to available literature, the growth rate of the GDP of China has revolved 
around 7 per cent in the past years while that of India has been about 5 percent.34 However, it 
is also shown that the GDP growth rate of China declined from double to single digits in the 
1990s as that of India is considered to yet to prove that it can sustain high rate of growth over 
a time period. The general feeling among various scholars is that in spite of the high 
technology in the Information Technology sector; the Indian economy still greatly depends 
on what has been referred to as “the good monsoon” for its performances. This implies that 
the Indian economy is dominated more by agriculture than it actually should. This further 
implies that the economy substantially is at the mercy of the weather.35 

Nonetheless, China has weaker economic structures than India. According to analysts, 
such weaknesses have been identified in the fragile banking system, broadening regional 
disparities and the vulnerable financial sector. There are imagined or real threats to the social 
stability of China; all these are not the case in India, even though India is said to also have 
significant challenges. The Indian economy has been rated above that of China as 
institutionally stronger. Literature shows that India has inherent checks and strengths that 

                                                           
32 Maddison, Growth and interaction in the world economy: the roots of modernity, 14. 
33 Holly Bell, Status of the BRIC: An Analysis of Growth Factors (Alaska: Eurojournals Publishing, Inc., 2011),  
34 Rudolf, India and China: Markets - Competitors – Partners, 107. 
35 Rudolf, India and China: Markets - Competitors – Partners, 107. 
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enable it to survive most of the unexpected crises. However, China is favoured over India due 
to its dependable social order, although fragile in nature.36 

According to available body of literature, the variations in India’s and China’s per 
capita GDP had been more considerable and enlightening than the growth rate in GDP. 
According to the literature, China’s per capita GDP was placed one thousand US dollars 
while India’s per capita GDP had been placed at 500 US dollars. This is according to the 
statistics of 2005. Besides, the indices of human development such as literacy and health are 
stronger in China as compared to its counterpart, India.37 

Other bodies of literature indicate that India seems to do not just enough as compared 
to what China has done it terms of exporting goods and services and inward foreign direct 
investments. However, it is crucial to note the fact that the economies of India and China are 
normally less similar than many researchers always assumed. This may serve to explain the 
reason India might have been seen to do little as compared to what China has actually done. 
Some researchers have established that India could be pursuing a different economic model 
from that of China.38 Besides, it is important to note that at Independence, India was already 
running a capitalistic economy while China had been running a communist economy where 
the government exercised full control on the entire economy. This can also be used to explain 
the variations that can be identified between the economy of China and that of India. 
 
A. Agriculture 
  In terms of agriculture, some documentaries show that, in China, less than five per 
cent of the labor force is engaged in agricultural activities as compared to approximately 
more than sixty five per cent in India. The documentaries further show that agriculture 
contributes only 15 per cent of the GDP of China as compared to India’s 25 per cent. In this 
regard, the implication here is that the surplus labor in the agricultural sector is less in China 
than in India; the marginal products in India’s agricultural sector is near zero as compared to 
that in China. Another researcher notes that India and China are socially poles apart. In this 
case, the researcher argues, any comparative account of the India’s and China’s economies 
should seek to first appreciate the basic variations in the socio-political settings in which the 
economies of the two countries function. 
 
B. Religious and Cast Factor 

Another researcher also posits that the economy of India is strongly structured along 
the religious lines and the caste social system. Again, recorded literatures show that there 
more than twenty official languages, which have also been used as the basis of organizing the 
provinces. This has been found that in one way or another makes consensus on both political 
and economic issues very difficult to achieve. Another scholar argues that not every 
economic success or failure is anchored on reforms. The scholar argues that the tendency to 
ground every economic growth of both countries on reforms obscures some factors that could 
be having some significant roles in the growth of the two economies. 

                                                           
36 Rudolf, India and China: Markets - Competitors – Partners, 109. 
37 Rudolf, India and China: Markets - Competitors – Partners, 115. 
38 Rudolf, India and China: Markets - Competitors – Partners, 124. 
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C. Industry 

Industry-wise, which include manufacturing, public utilities, construction and mining 
among others varies immensely between India and China. Research literature published in 
2008 shows that in China the industrial sector consistently accounted for approximately 50 
per cent of the of the Gross Domestic Product. However, the literature shows that in India the 
industrial sector accounted for below 30 per cent of the Gross Domestic Product. The 
research publication further shows that during the period between 1978 and 1993 inclusive, 
the industrial sector grew fast in both India and China, with large increases in the level of 
employment. Both nations also had the same rates of achievement in capital per labourer. 
Nonetheless, research also indicates that during the period, China witnessed a much faster 
total improvement in its productivity. During since 1993, China is said to have achieved 
magnificent rates of economic growth in its industrial output per labourer. Employment 
growth is recorded to have declined to only a little more than just one per cent per annum 
whilst output per labourer averaged approximately ten per cent per annum. India has also 
been compared to China on a similar ground; it is said to have also achieved acceleration of 
output growth in its industrial sector.  

However, it is argued that despite this, the level has been much smaller and 
approximately half of the growth is associated with increased level of employment. 
Moreover, the rate of achievement in the productivity of India’s industrial sector has been 
approximately one third that of China’s industrial sector. 

Another research analysis shows that India and China have had a competition in 
relation to textile and clothing. According to the research China has an advantage in the outer 
clothing or garment while India enjoys advantage in the underwear and miscellaneous textile 
items. This implies that there could be an area of cooperation; however, the same study show 
that demand for India’s garments in China is quite limited and unsustainable. It is further 
argued that China and India should compete in the area of labor-intensive products and light 
manufactured goods on the side of export. However, the research also shows that, in terms of 
import, the two countries are expected to compete over natural resources in Latin America, 
Canada, Africa and Australia among others.39 

According to trade data available, clothing and accessories are of substantial 
significance for both India and China. The data indicates that clothing and accessories 
constitute China’s fourth largest export commodity accounting for approximately 9 per cent 
while for India they constitute the third largest export commodities accounting for about 7 per 
cent. This is a definite indicator for possible competition between China and India.40 

 
D. Bilateral Relations with International Community 

Various researchers have also examined various bilateral relations both China and India 
have with other nations or international communities. A study has been done on the 
relationship between the two nations and the United States; according to the study, China’s 
exports to the United States in 2004 were more than nine times that of India. The study 

                                                           
39 Rudolf, India and China: Markets - Competitors – Partners, 124. 
40 Rudolf, India and China: Markets - Competitors – Partners, 126. 
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indicates the gap further increased, even though it has not indicated statistical difference in 
the gap. According to the available statistics, the major export products from China to the 
United States had a share of 18.2 per cent while that of India was 66, both according to the 
statistics of 2004.41 

Studies further show that both China and India have bilateral relations with the Latin 
America, especially with Brazil. In this case, China’s export to Brazil in 2004 was more than 
six times Indian’s export to the same country in the same year. Even though there was a large 
gap during the 2004 between China’s and India’s exports to Brazil, the studies indicate the 
gap reduced by 2008. The same studies also show that Brazil is not a major import partner for 
India but it is for China. This has statistically been demonstrated by the fact in 2004; China’s 
import from Brazil was 13 times that of India. Most studies done on bilateral trade between 
both China and India with the Latin American countries show that China engaged has been 
more engaged with the Latin America in the past several years than India has been over 
almost similar period.42 

Again, India and China has had bilateral trade relations with the European Union. In 
this case, research studies consistently reveal that China the European Union is the largest 
trade partner of China and also one of the largest partners of India. According to available 
statistics, the exports of China to the European Union in 2004 were more than seven times 
larger than that of India to the same region. This is said to have declined in the year 2008. 
Several research studies have revealed that China benefits from bilateral trade relations more 
than India does. However, it is important to note that China also enjoys the advantage of 
foreign direct investments from Western countries. Other studies show numerous companies 
from Western nations have establishing their production lines or subsidiaries for their 
manufacturing companies in China.43 

This is because of cheap labor available in the country. The foreign firms produce 
goods and services in China and export them back to their countries. This can be used to 
explain the reason China enjoy more bilateral trade relations than India does with the foreign 
nations, especially the Western nations. This implies that China attracts more foreign direct 
investments than its counterpart, India. The European market has not just attracted the 
competition between China and India, but has been a competitive market for almost all 
nations in East Asia, especially the high income Eat Asian nations.44 
 
E. Trade between India and China 

Another study exposed the fact that China and India has also been trading with each 
other. The study managed to reveal what other studies could not focus on. Most of the 
previous studies had only focused on bilateral trade relations between the two countries with 
the third economies while not giving attention to the fact that both countries also traded with 
each other. The research shows that China is India’s biggest trading partner. Chinese 
manufacturers and merchants have deeply penetrated the Indian market with goods 
manufactured in China. 
                                                           
41 Rudolf, India and China: Markets - Competitors – Partners, 126. 
42 Rudolf, India and China: Markets - Competitors – Partners, 126. 
43 Rudolf, India and China: Markets - Competitors – Partners, 127. 
44Rudolf, India and China: Markets - Competitors – Partners, 127. 



INCON13-GEN-052 
 
  

  

11 
 

Nonetheless, some researchers have attempted to put China and India together and 
then analyzed their perception on the European Union’s economy. According to the 
researchers, commentators from both China and India view the economic crisis of Europe as 
“one of the mature Western economic approach”.  However, the researcher contend that the 
view of the commentators differ in a number of significant perspectives. For some 
commentators from China, the problems are more of psychologically and culturally linked; 
according to the researcher, the Chinese commentators describe the culture as a lack of 
Western aspiration, or the loss of customary Western values. This is specifically associated 
with the United States. According to the research, an expert stated that the Americans tend t 
have stopped believing in the American dream, while the Europeans had not yet achieved a 
European dream. Otherwise, the researcher also reveals that experts from India ironically 
tended to concentrate on Indian policies toward financial services which were less exposed to 
noxious assets in specific than the United States and were more conservative toward 
significant market risks. According to the researcher conducted by the researcher, another 
commentator commented that the United States then had a larger deficit than Europe.  

According to the research, Europe was still viewed  as having the potential for 
competitive relative progress, and only if because of what was described as conspicuous 
inadequacies of the incomplete single market. Again, the perceived trouble of the European 
welfare legislation is encapsulated in numerous comments that are negatively making 
description of president Osama’s health care reforms as the Europeanization of the United 
States.  
 
Conclusion 

Today’s world politics is growing on the basis of economic policies and sustainable 
methods used by global players in the globalized economy. Ongoing influence of India and 
China can be recognized strongly as more the West and strongest economies make mistakes. 
Failure of economic policies of West and ongoing economic crisis in the European Union; 
gives China and India to feel re-energized by their very best performances. Beyond the truth 
that China and India view the corruption their societies or states as unfortunate signs of 
dynamism and inspiration, just like England in the 18th century, both the countries moving 
forward to be recognize as largest and fastest growing economy in the world where other 
world communities can’t ignore of their interest in 21st century.  
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