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Introduction 

In the summer of 2020, during the early peak of the COVID-19 pandemic, India-China clashed 
on the mountain ridges of the Himalayas. This collision involved hand-to-hand combat with 
clubs and metal rods that caused the death of 20 Indian military personnel and four Chinese PLA 
(People’s Liberation Army) soldiers.1 As with the clash, the political and military relationship 
between India and China rapidly deteriorated. India and China have aggressively fortified the border 
areas and they are rapidly building military structures along the border areas that include the 
construction of access roads, bunkers, helipads, ammo depots, and placement of artillery. Indian 
Army Chief General MM Narvane said that “if the Chinese are there to stay, we are there to stay 
too.” General Narvane insisted that it is a “matter of concern” for India that the Chinese are 
engaging in large-scale infrastructure build-up and that the defense posture of both countries 
along the LAC (Line of Actual Control) is one of readiness. As of April 2022, despite several 
rounds of corps commander lever talks, there is no indication that there are any substantial shifts in 
the positions of both countries away from a posture of heightened preparedness. This paper 
examines the economic and political consequences of the summer 2020 military clashes along 
the LAC. The border clash is having cross-domain repercussions in the areas of (a) bilateral 

 
1 Some estimates put the number of Chinese PLA dead as high as 38, but the official count is only four + 
one, as acknowledged by the People’s Liberation Army command.  
 

https://www.nytimes.com/2021/02/19/world/asia/china-india-clash.html
https://scroll.in/latest/1010972/indo-china-ties-going-through-bad-patch-as-beijing-violated-agreements-says-s-jaishankar
https://asia.nikkei.com/Politics/International-relations/India-fortifies-Ladakh-in-military-infrastructure-race-with-China
https://timesofindia.indiatimes.com/india/47-new-itbp-border-outposts-being-created-along-china-border/articleshow/90211881.cms
https://www.indiatoday.in/india/story/not-nature-character-war-changing-drone-technology-army-chief-general-mm-naravane-1862797-2021-10-09
https://www.indiatoday.in/india/story/not-nature-character-war-changing-drone-technology-army-chief-general-mm-naravane-1862797-2021-10-09
https://timesofindia.indiatimes.com/india/chinas-continuous-build-up-matter-of-concern-army-chief-gen-naravane/articleshow/86887423.cms
https://www.newindianexpress.com/nation/2022/mar/08/15th-round-of-corps-commander-level-talks-between-india-china-to-be-held-on-march-11-2427785.html
https://economictimes.indiatimes.com/news/defence/china-suffered-higher-losses-than-reported-australian-newspaper-on-galwan-valley-clash/articleshow/89308159.cms
https://theprint.in/defence/china-revises-galwan-valley-clash-toll-to-5-says-pla-troops-were-besieged/699264/
https://theprint.in/defence/china-revises-galwan-valley-clash-toll-to-5-says-pla-troops-were-besieged/699264/
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trade; (b) cyber and mobile tech; and (3) bi-lateral travel and visa issues between India and 
China. This paper will discuss how India is struggling to reduce its trade and economic 
dependence on China, cut off its reliance on Chinese mobile and cyber technology to better 
manage cyberattacks and hacking, and finally, both countries are engaging in tit-for-tat travel 
bans and using bilateral visa issue as a political weapon. 

India-China Bilateral Trade 

India and China entered into a free-trade agreement in 1984 and bestowed the most favored nation 
(MFN) status on each other. Both countries started slowly, with bilateral trade averaging less 
$3billion USD in 2001 (see Figure 1). A series of bilateral trade agreements opened the door for 
increasing trade between both the countries, which is currently recorded at $125 billion in 2021, 
with the balance of trade sharply tilting strongly in favor of China.2 India’s negative trade 
balance with China has witnessed a sharp increase during the pandemic from $45.9 billion in 2020 
to $69.4 billion in 2021. The trade relationship with Beijing resembles the classic developing 
economy model. India’s exports predominantly consist of primary commodities and raw materials 
such as cotton, iron ore, copper and diamonds, natural gems and import of machinery, power-
related equipment, telecom, organic chemicals, and fertilizers. For a long time, India has been 
seeking to persuade China to open its pharmaceutical markets and its domestic Information Technology 
(IT) market to Indian firms without much avail. Indian trade analysts argue this would allow 
India to close the trade gap and bring some balance to the bilateral economic relations. But, 
importantly, there is growing alarm over India’s increasing trade dependence on China while the 
military conflict along the LAC continues to be a major source of friction between the two 
countries. 

Worried about Chinese military designs in the region and apprehensive about China’s aggressive 
diplomacy in South Asia, India has increased its military spending and embarked on a domestic 
manufacturing process and is attempting to increase the diversity of its external trade partners. 
Principally, there is heightened concern that China could (and would) easily choke off the supply of 
goods and basic commodities to India during a larger military conflict with China.  

  

 
2 Trade in services between India and China negligible or practically nonexistent. In comparison; US-
China trade in services was $56b in 2020 (source: US Dept. of Commerce). 

https://www.phdcci.in/wp-content/uploads/2018/11/India-China-Trade-Relationship_The-Trade-Giants-of-Past-Present-and-Future.pdf
https://economictimes.indiatimes.com/news/economy/foreign-trade/india-china-trade-grows-to-record-125-billion-in-2021-despite-tensions-in-eastern-ladakh/articleshow/88900383.cms
https://indianexpress.com/article/explained/india-china-trade-explained-7740518/
https://indianexpress.com/article/explained/india-china-trade-explained-7740518/
https://www.eoibeijing.gov.in/eoibejing_pages/MjQ,
https://economictimes.indiatimes.com/news/economy/foreign-trade/india-calls-for-clear-roadmap-from-china-to-ramp-up-indian-pharmaceutical-exports/articleshow/69893701.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/foreign-trade/india-calls-for-clear-roadmap-from-china-to-ramp-up-indian-pharmaceutical-exports/articleshow/69893701.cms?from=mdr
https://www.newindianexpress.com/opinions/columns/2022/jan/24/addressing-dependence-on-china-as-trade-rises-2410515.html
https://www.nytimes.com/interactive/2020/07/18/world/asia/china-india-border-conflict.html
https://thediplomat.com/2022/03/in-trade-china-has-a-sharp-edge-over-india-and-sharp-things-can-be-weaponized/
https://thediplomat.com/2022/03/in-trade-china-has-a-sharp-edge-over-india-and-sharp-things-can-be-weaponized/
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Figure 1: India-China Bilateral Trade Balance (2001-2020) 

 

Raw Trade Data Source: Embassy of India, Beijing, China; PHD Chamber of Commerce and Industry, Jan 2018, 
New Delhi, India; Graph compiled by the author. 

 

Conflict Crosses into the Cyber World  

Beijing is engaging in what some have dubbed as unrestricted warfare against India. Attack on all 
fronts and apply pressure on the political, economic, and social fronts, thereby weakening the 
enemy and compelling the enemy to acquiesce. During the military clash along the Galwan River 
Valley in the Himalayas, China launched cyber-attacks on Indian power grids in Mumbai in October 
2020, shutting down power in India’s largest city Mumbai. Subsequently, malware was also 
discovered in networks targeting the power grids in Ladakh region in Kashmir. In a move to blunt 
Chinese cyberattacks and demonstrate growing displeasure with Chinese-based cellphone Apps, 
India has embarked on a systematic process of banning of Chinese Apps and discontinuing 
digital contracts and other telecommunications projects with Chinese firms.  

India has outright banned or restricted 274 apps from all mobile devices, including highly 
popular apps such as Tik Tok, Weibo, WeChat, and a wide range of gaming apps such as Free 
Fire, PUBG, and other social media and payment apps. There are stories of people in India still 
downloading these apps using VPN, but officially a list of 274 mobile apps are banned on Indian 
cell networks. Immediately following the military clash, there was a strident call for a boycott of 
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https://www.business-standard.com/article/current-affairs/china-indulging-in-unrestricted-warfare-against-india-says-report-121070700289_1.html
https://www.airuniversity.af.edu/Portals/10/CASI/documents/Research/CASI%20Articles/2022-04-25%20Unrestricted%20Warfare%20is%20not%20China's%20master%20plan.pdf
https://www.airuniversity.af.edu/Portals/10/CASI/documents/Research/CASI%20Articles/2022-04-25%20Unrestricted%20Warfare%20is%20not%20China's%20master%20plan.pdf
https://www.nytimes.com/2021/02/28/us/politics/china-india-hacking-electricity.html
https://www.nytimes.com/2021/02/28/us/politics/china-india-hacking-electricity.html
https://www.hindustantimes.com/india-news/chinese-hackers-targeted-7-indian-power-hubs-govt-says-ops-failed-101649356540330.html
https://www.hindustantimes.com/india-news/chinese-hackers-targeted-7-indian-power-hubs-govt-says-ops-failed-101649356540330.html
https://www.indiatoday.in/technology/news/story/garena-free-fire-to-tiktok-all-the-273-chinese-apps-that-indian-govt-banned-so-far-1913141-2022-02-15
https://asia.nikkei.com/Business/Technology/India-permanently-bans-TikTok-and-58-other-Chinese-apps
https://www.reuters.com/article/us-china-india/indian-pm-modi-shuts-weibo-account-after-banning-chinese-apps-idUSKBN2430E0
https://www.scmp.com/tech/apps-social/article/3094834/tencents-wechat-cuts-service-india-amid-countrys-ban-chinese-apps
https://www.news18.com/news/tech/garena-free-fire-banned-in-india-what-is-it-why-is-it-banned-alternatives-and-all-details-4771118.html
https://www.news18.com/news/tech/garena-free-fire-banned-in-india-what-is-it-why-is-it-banned-alternatives-and-all-details-4771118.html
https://indianexpress.com/article/technology/gaming/is-pubg-mobile-chinese-app-6527343/
https://www.indiatimes.com/technology/news/chinese-apps-ban-india-vpn-use-545489.html
https://www.theguardian.com/world/2020/jun/18/indians-call-for-boycott-of-chinese-goods-after-fatal-border-clashes
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Chinese goods and investment in India. Indian Railways cancelled $63.3 million contract with 
the Beijing National Railway Research and Design Institute. Later, the Indian 
Telecommunications Ministry excluded China’s Huawei and ZTE Corp from its 5G network 
trials. Interestingly enough, the banning of Chinese Apps has led to a blossoming of the Indian 
startups emerging to fill the gaps that have opened up. Meanwhile, the Indian tax authorities are 
conducting searches, interviews, and freezing assets in several locations of Huawei 
Technologies, ZTE, and Xiaomi in India as a part of a broader tax investigation. These tax raids 
have irked Beijing. The Chinese Chambers of Commerce in India and the India-China Mobile 
Phone Enterprise Association are complaining about discriminatory business practices. 

Travel and Visa-Ban Issue 

The Chinese information and telecommunications bureau has long used firewalls to block Indian 
news and entertainment content and apps from reaching the Chinese audience, and it is ironical 
that Beijing is now complaining about India’s app ban and cancellations of some infrastructure 
contracts. India has caught on to the double standards of Chinese information laws that privilege 
domestic industries and the biased treatment of foreign firms. India’s app ban was not only 
driven by cybersecurity issues and data privacy concerns but it was also intended as a signal that 
India also possesses options that cut across domains. It demonstrates that India is willing to 
pursue countervailing actions in cyber and economic domains.  

New Delhi also banned Chinese visitors from entering India on tourist visas. This was another 
indication that India is prepared to engage in tit-for-tat tactics to counter Chinese actions in the 
cyber and military domain. In 2021 China banned the entry of Indian sailors and some Indian 
ships from entering Chinese ports, causing disruptions in livelihoods and supplies. Ostensibly the 
reason was COVID, but geopolitical motives underlie this ban on Indian sailors. More than 
23,000 Indian medical students studying in China have been barred entry into China. Official 
reasons being offered for barring the entry of these students is the spread of COVID by 
foreigners, but most suspect this to be another instance of Beijing deciding to weaponize the 
student visa issue because of the border conflict. Few years back, the People’s Republic began 
“issuing loose leaf stapled visas instead of properly stamped ones to the Indian citizens of 
Jammu and Kashmir (J&K)” and it denied entry to an Indian Army general from Indian Kashmir 
who was participating in a meeting in Beijing. In effect, China was attempting to convey that it 
does not recognize India’s sovereignty over Kashmir. 

Despite all these actions and counter-actions, certain ground economic realities drive mutual 
relations between both countries. There is an acute awareness that India needs to go beyond 
banning apps, but develop a more comprehensive set of laws to ensure data privacy and prevent 
cyberattacks. The near successful attack on the Indian power grids and the high dependence on 
Chinese telecommunications—software and hardware—was exposed over the last two years. 
Additionally, India’s dependence on China for active pharmaceutical ingredients (API), 
electronic components, personal protective equipment for pandemics (PPE), automobile spare 
parts, and a host of other commodities has noticeably exposed India’s trade vulnerabilities vis-à-
vis China. 

https://www.theguardian.com/world/2020/jun/18/indians-call-for-boycott-of-chinese-goods-after-fatal-border-clashes
https://www.railjournal.com/infrastructure/cancelled-contract-delays-completion-of-indias-dedicated-freight-corridors/
https://economictimes.indiatimes.com/industry/telecom/telecom-news/chinas-huawei-zte-set-to-be-shut-out-of-indias-5g-trials/articleshow/77528916.cms?from=mdr
https://www.business-standard.com/article/companies/chinese-app-ban-to-create-funding-hurdle-for-indian-unicorns-and-soonicorns-120070101740_1.html
https://www.business-standard.com/article/companies/chinese-app-ban-to-create-funding-hurdle-for-indian-unicorns-and-soonicorns-120070101740_1.html
https://www.reuters.com/world/india/indian-tax-authorities-search-premises-chinas-huawei-local-media-2022-02-16/
https://www.reuters.com/world/india/indian-tax-authorities-search-premises-chinas-huawei-local-media-2022-02-16/
https://www.scmp.com/tech/big-tech/article/3167377/chinas-huawei-seeks-more-information-vows-cooperate-after-tax-raid
https://www.scmp.com/tech/big-tech/article/3167377/chinas-huawei-seeks-more-information-vows-cooperate-after-tax-raid
https://www.newindianexpress.com/business/2021/aug/17/i-t-raids-on-chinese-telecom-equipment-firm-zte-2346070.html
https://inc42.com/buzz/ed-seizes-inr-5551-cr-from-accounts-of-xiaomi-india-under-fema-provisions/
https://lite.cnn.com/en/article/h_2358c3cb02207712e2fd6f7ff024a61a
https://economictimes.indiatimes.com/news/india/chinese-chambers-in-india-urge-centre-to-change-tax-probe-practice-after-it-searches/articleshow/88506990.cms
https://www.hrw.org/news/2020/09/01/china-great-firewall-changing-generation
https://thewire.in/diplomacy/china-latest-app-boycott-us-india-collusion
https://www.economist.com/china/2021/09/11/china-has-become-a-laboratory-for-the-regulation-of-digital-technology
https://economictimes.indiatimes.com/news/india/in-tit-for-tat-move-india-suspends-tourist-visas-for-chinese-nationals/articleshow/91045071.cms
https://timesofindia.indiatimes.com/india/china-ban-on-entry-of-indian-sailors-says-seafarers-body/articleshow/84720445.cms
https://timesofindia.indiatimes.com/india/china-ban-on-entry-of-indian-sailors-says-seafarers-body/articleshow/84720445.cms
https://www.thenewsminute.com/article/two-years-and-counting-indian-mbbs-students-anxiously-await-return-china-161164
https://www.youtube.com/watch?v=-VV2IQie0Jk
https://www.youtube.com/watch?v=-VV2IQie0Jk
https://idsa.in/askanexpert/WhyChinaisissuingstaplevisatothecitizensofArunachalPradeshaswellasofKashmir
https://idsa.in/askanexpert/WhyChinaisissuingstaplevisatothecitizensofArunachalPradeshaswellasofKashmir
https://timesofindia.indiatimes.com/india/china-denies-visa-to-top-general-in-charge-of-jk/articleshow/6442437.cms
https://www.natlawreview.com/article/privacy-data-protection-capsule-india-s-turn-world-stage
https://www.natlawreview.com/article/privacy-data-protection-capsule-india-s-turn-world-stage
https://www.ndtv.com/india-news/chinese-state-sponsored-hackers-targeted-indian-electricity-dispatch-centres-near-ladakh-recorded-future-inc-report-2867638
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Conclusion 

India has pursued a set of economic and foreign policy options over the last decade that rested on 
the assumption that it could detach the border conflict while it pursued an economic relationship 
with China. Sadly, the limits of such an arrangement have been abruptly exposed. It is now 
plainly evident that no amount of trade, economic alliance, or high profile summits at the top 
level could force a change of the territorial calculus vis-à-vis the People’s Republic of China and 
Chairman Xi Jinping. Unless a grand bargain for a territorial settlement is attempted, the 
likelihood of serious military conflict between India and China remains extremely high. 
Unfortunately, Beijing does not seem particularly interested in any such grand bargains, and it 
continues to engage in unrestricted warfare, salami slicing, and a wide variety of gray zone 
tactics to reshape the territorial boundaries along the LAC to its ever-expanding imagination. 
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https://www.lowyinstitute.org/the-interpreter/bringing-grey-zone-focus
https://www.lowyinstitute.org/the-interpreter/bringing-grey-zone-focus
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