BRIEF ON INDO-CHILEAN TRADE AND ECONOMIC RELATIONS


Although accounting for a negligible fraction of either country’s commerce, bilateral trade has grown substantially to reach record levels each way. India’s exports to Chile had increased by over 1000% to US$ 70 million from 1991 to 2003. Indo-Chilean bilateral trade grew by around 12% to US$ 292 million in 2003, against US$ 261 million in 2002. High value-added Indian items such as commercial vehicles (TELCO), motor cars (MARUTI), two wheelers and bulk pharmaceuticals have entered the Chilean market. Other traditional Indian items being imported by Chile are garments, textiles, carpets, and handtools. India’s imports from Chile are predominantly copper; fishmeal, newsprint, molybdenum, almonds, etc.


India and Chile have not entered into any joint venture till date.


Following table gives the bilateral trade between India and Chile in million US Dollars:

Year

Exports from India

Imports from Chile

Balance


          to Chile(CIF)
                      by India (FOB)

1990


3.138



57.045


-53.907

1991


5.586



  7.891


-  2.305

1992


5.867



  1.560


   4.307

1993

          12.728



17.018


-  4.290

1994

          21.172



60.628


-39.456

1995

          34.094



85.147


-51.053

1996

          57.979



94.905


-36.926

1997

          66.093



74.375


-  8.282

1998
          
          66.812



50.141


  16.671

1999

          55.082



99.306


-44.224

2000
          
          70.139


          124.931


-54.792

2001

          75.122


          117.787


-42.665

2002

          82.032


          179.676


-97.644

2003

          70.455


          222.283

          -151.828

The above bilateral trade figures do not include India’s exports to the Free Trade Zone of Iquique, which amounts to US$ 10 million per year, and India’s service exports, which too amount to US$ 10 million in 2003.
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Indo-Chilean bilateral trade relations

Chile was the first country in South America which signed a trade agreement with India as far back as 1956. The Agreement which was valid for three years was general in nature and provided for the most favoured nation treatment to the goods of either country. There was a special provision under which India agreed to buy 20,000 tons of Chilean nitrate every year for a period of 3 years.


The Agreement was renewed in 1959 for a further period of 3 years upto 1962. At the time of the second renewal in 1962 India agreed to buy Chilean nitrate at the rate of 25,000 tons. per year. At the end of 1965 the Agreement was renewed only for one year and India did not give any commitment for the import of Chilean nitrate. Neither party showed active interest to renew the Agreement in Dec’1966 and it expired.


Though the Government of Chile made a proposal for a new trade agreement with India in 1968, no follow-up action was taken by India or Chile. In March 1971 once again the Government of Chile (under President Allende) took initiative for negotiating a new trade agreement with India. This new Trade Agreement was signed in April, 1972 when our Commerce Minister Shri L N Mishra visited Santiago in connection with the UNCTAD. The Agreement was ratified only in 1977, when the Chilean Minister of Finance, Sergio de Castro, visited New Delhi.


In Dec’94 the Chilean Government officially communicated formal notice of termination of the bilateral trade agreement signed in 1972. The Foreign Office  conveyed that the decision was based on discussions in Delhi between Chilean Ambassador and Government of India.


The main obstacle to expansion of trade is the distance and lack of direct shipping.


Indian exports destined for South American countries are at present trans-shipped via Singapore/Hong Kong or Europe due to absence of direct shipping links resulting in high freight costs and longer duration of voyage. A study by Exim-Bank of India has concluded that establishment of direct shipping links between India and South America via South Africa would reduce voyage time by nearly 50% and freight costs by 25%. Other barriers to trade are the inability of Indian exporters to provide long and short term credits required by Chilean importers and lack of mutual awareness of market possibilities, compounded by problems of language. However, with the introduction of high value items such as motor vehicles and pharmaceuticals, our exports can be expected to rise significantly in coming years.

