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India has a diverse economy with traditional village farming, modern agriculture, handicrafts, a wide range of 
modern industries and a multitude of services. However, the major source of economic growth is the service 
sector, which accounts for nearly two thirds of the country’s output but employs less than one third of the labor 
force. India is a major exporter of information technology services, business outsourcing services and software 
workers. The average growth rate is nearly 7% per year for the period 1997-2016.Thi is due to the economic 
liberalization measures such as industrial deregulation, privatization of state owned enterprises and reduce 
controls on foreign trade and investment. India ranks 4th in GDP (purchasing power parity) which is $8.721 
trillion and it ranks 7th in GDP real growth rate which is 7.26%.It ranks very low (159) in the world in terms of 
GDP per capita which is $6700.Services account for 45.4 % of GDP followed by Industry (29.8%) and 
agriculture (16.5%).The main agricultural products are: rice, wheat, oilseed, cotton, just, tea, sugarcane ,onions, 
potatoes, dairy products ,sheep, goats, poultry, and fish. As for industries the main ones are textiles, chemicals, 
food processing, steel, transportation equipment, cement mining, petroleum, machinery, software and 
pharmaceuticals. India ranks 13 in the industrial production growth rate (7.4%).Labor force is 513 .7 million and 
ranks 2nd in the world with 49 % in agriculture followed by services (31%) and industry (20%).Unemployment 
rate is 8.4 % and 29.8% of population is below poverty line. It has a current account deficit with exports $271.6 
billion and imports $402 billion. The main commodities exported are petroleum products, precious stones, 
vehicles, machinery, iron and steel, chemicals, pharmaceutical products, cereals and apparel and the exporting 
partners are USA (15.2%);UAE (11.4%) and Hong Kong (4.6%). The major commodities imported are crude oil, 
precious stones, machinery, chemicals, fertilizer plastics, iron and steel and the import partners are China 
(15.7%), Saudi Arabia (5.4%), and Switzerland (5.4%). USA (5.3%) and UAE (5.2%).Inflation rate is 5.6 %. 

According to the World Fact Book, the outlook for India’s long-term growth is positive due to young population, 
healthy savings and investment rates and increasing integration into the global economy. However, it faces 
several challenges in terms of inefficient power generation and distribution system, ineffective enforcement of 
intellectual property rights, inadequate transport and agricultural infrastructure etc. (World Fact Book 2017) 

Section 3. Review of Literature 
There are very few studies specific to the objectives of this study. However, a few studies that explored 
India-Kuwait trade are outlined in this section.  

Elahi and Rahman (2012) in their paper on India’s Trade Potential to Kuwait-Problems and Opportunities present 
their study on the bilateral trade and economic cooperation between India and Kuwait; and export and import 
items traded between India and Kuwait. In addition they analyzed the percentage change in export and import of 
major oil and non-oil items, studied the problems and opportunities faced by India-Kuwait bilateral trade and 
also suggested measures to overcome the problems and improve trade between India and Kuwait. The main 
conclusion from their study is that there is wide scope for improving the trade and international relations 
between these two countries. Their argument is that the concept of South-South Cooperation and a new 
economic order is a novel one and which is applied to trade should also be extended to other sectors such as 
transport and communication, industry and agricultural development etc. Both countries would benefit. They end 
the article with the statement that “As regards to the nature and the extent of Indo-Kuwait trade after economic 
reforms in India, it has it has achieved new dimensions irrespective of the fact that it constitutes only a small 
percentage of their respective total exports and imports. Still it is significant that the volume of Indo-Kuwait 
trade i.e. exports and imports have increased substantially during the last two decades and there exist greater 
potentialities for it in future.” 

Azhar (2014) presents a detailed study of the economic cooperation between India and Cooperation in his article. 
The various aspects examined are bilateral trade inclusive of energy imports, Indian expatriate workers in 
Kuwait and the inflow of remittances, Kuwait aid and prospective Kuwaiti investments. 

RigiLadez and Khan (2014) analyze the bilateral trade between India and GCC (Gulf Cooperation Council) 
countries for 10 years. Among other bilateral trade relations, they did examine the India- Kuwait trade. Their 
comment was “Centuries ago the first country which established business with Kuwait was India but as other 
countries started exporting goods to Kuwait then India lost its leading position. Cultural affinities, geographical 
proximity, historical trade links and presence of a large number of Indian expatriate in Kuwait have all sustained 
a long and strong relationship over the years. 

Both the countries continued to make the trade relations stronger than before. While Kuwait discovered oil then 
it started exporting oil and pharmaceutical products to India. The major items that are imported from India to 
Kuwait are cereals, nuclear reactors, boilers, electrical machinery, meat and edible, articles of Iron or steel. 
Currently, Kuwait is the second largest oil supplier to India from the GCC countries and meets about 10-12% of 
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Graph 8. Growth Rate of Total Export Values in Natural Logs for Kuwait, India & the World 

In the next section, the estimates for Revealed Comparative Advantage will be presented and analyzed. 

Section 5. Revealed Comparative Advantage for Kuwait-India Trade 

Fuels 

RCAij = ( Xij/Xi)  / ( Xaj/Xa ) 

RCA index of Revealed Comparative Advantage 

Xij = exports of product j from country i 

Xi= total exports from country i 
Xaj = total exports of product j from the world 

Xa= total exports of the world. 

The numerator is the share of good i in the exports of country s, while the denominator is the share of good i in 
the exports of the world. 

The following commodities were considered to estimate the RCA’s for Kuwait and India for the period 
2006-2015.The results are presented in Tables 5.1 and 5.2  

Table 9. Comparative RCA's for Selected Export Sectors of Kuwait and India 

 Kuwait India 

Year Chemicals RCA 

2006 0.035 1.118 

2007 0.036 1.026 

2008 0.034 1.004 

2009 0.046 0.965 

2010 0.055 0.931 

2011 0.031 0.945 

2012 0.031 1.064 

2013 0.053 1.086 

2014 0.061 1.061 

2015 0.107 1.191 

Year Ag Products RCA 

2006 0.035 1.319 

2007 0.036 1.352 

2008 0.034 1.316 

2009 0.046 1.062 

2010 0.055 1.153 
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2011 0.031 1.261 

2012 0.031 1.572 

2013 0.053 1.557 

2014 0.061 1.456 

2015 0.107 1.389 

Year Automotive Prods RCA 

2006 0.075 0.239 

2007 0.085 0.221 

2008 0.092 0.271 

2009 0.137 0.344 

2010 0.106 0.394 

2011 0.099 0.309 

2012 0.099 0.392 

2013 0.085 0.372 

2014 0.108 0.404 

2015 0.171 0.431 

 

From Table 9, the RCA’s yielded higher values for India than Kuwait for the chemicals, Ag. Products and 
Automotive products. The RCA’s for Kuwait have been increasing over the years for these three products. For 
India, the RCA’s are much lower for automotive products. 

Table 10. Comparative RCA's for selected Export Sectors of Kuwait and India 

 Kuwait India 

Year Fuels/Mining RCA 

2006 5.035 1.206 

2007 5.089 1.251 

2008 4.401 1.062 

2009 4.899 1.200 

2010 4.535 1.237 

2011 4.316 1.028 

2012 4.282 1.064 

2013 4.454 1.134 

2014 4.776 1.190 

2015 6.409 1.104 

Year Machinery & Transport RCA 

2006 0.034 0.291 

2007 0.047 0.300 

2008 0.055 0.370 

2009 0.080 0.469 

2010 0.058 0.406 

2011 0.057 0.424 

2012 0.057 0.415 

2013 0.033 0.408 

2014 0.043 0.445 

2015 0.073 0.440 

Year Textiles RCA 

2006 0.010 3.846 

2007 0.011 3.601 

2008 0.010 3.322 

2009 0.012 3.181 

2010 0.005 3.327 

2011 0.010 3.066 
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2012 0.010 3.278 

2013 0.009 3.371 

2014 0.011 3.364 

2015 0.021 3.567 

 

As seen from Table 10, the RCA’s yielded higher values for India than Kuwait for the chemicals, Ag. Products 
and Automotive products. The RCA’s for Kuwait have been increasing over the years for these three products. 
For India, the RCA’s are much lower for automotive products. 

Conclusions 

The main theme of the paper is to analyze Kuwait –India Trade in recent years. In the first and second sections 
the profiles of Kuwait and India are given respectively. From this section it is observed that the Economy of 
Kuwait is geographically small but wealthy and relatively open economy with crude oil reserves of about 102 
billion barrels (more than 6% of world reserves). It is interesting to note that after several years of budget surplus, 
in 2015, Kuwait faced a deficit. However the government has attempted to reduce the deficit by decreasing 
spending on subsidies on the local population. By saving annually 10% of government revenue in the Fund for 
Future Generations, the government has cushioned itself against the impact of lower oil prices. Because of 
uncertain political situation and poor business climate, the Kuwait economy was not able to progress as fast as it 
could. It was difficult to attract more investment or boost the private sector participation in the economy. (World 
Fact Book 2017) 

According to the World Fact Book, the outlook for India’s long-term growth is positive due to young population, 
healthy savings and investment rates and increasing integration into the global economy. However, it faces 
several challenges in terms of inefficient power generation and distribution system, ineffective enforcement of 
intellectual property rights, inadequate transport and agricultural infrastructure etc. (World Fact book 2017) 

The table below gives the comparisons. 

Table 11. Comparisons of Kuwait and India 

 Kuwait India 

Population 2,832,776 1,266,833.598 

Age group (25-54 years) 52.8% 40.91% 

GDP (PPP) $301.1 billion $8.721 trillion 

Agriculture .4% 16.5% 

Industry 59.6% 29.8% 

Services 40% 45.4% (2016 est) 

Exports $43.8 billion $271.6 billion 

Imports $28.32 billion $402 billion 

Trade Surplus Deficit 

Inflation 3.3% 5.6% 

Unemployment 3% 8.4% 

Exports to India/Kuwait 9.8%  

Imports from India/Kuwait 4.3%  

 

From the above table 11 it is seen that India is a major importing and exporting partner for Kuwait and hence it 
was decided to examine the trade between these two countries although there is great disparity in the economy 
size. 

In the third section the Review of literature is given. Although the review is short and concise it is observed that, 
none of the studies has analyzed Kuwait-India trade in terms of Revealed Comparative Advantage Analysis and 
so the study was undertaken with this objective in mind. 

In the fourth section the Analysis of Kuwait-India Trade is given. The following conclusions are given from the 
various Tables and Graphs presented in Section 4. 



ass.ccsenet.org Asian Social Science Vol. 13, No. 9 2017 

118 
 

From Table 3 it is seen India’s exports to Kuwait increased consistently where India’s imports from Kuwait 
decreased. The total trade has declined over the years. However, India had a deficit in trade. 

Graph 4 reveals that that India’s exports and imports have increased over the years and are consistently higher 
than Kuwait. For Kuwait, both exports and imports are much lower than Kuwait but have also consistently 
increased. Kuwait has enjoyed consistently trade surplus over theses years whereas India had a consistently trade 
deficit. From Graph 5 it is seen that for India commercial exports and imports manifest an increasing trend. For 
kuwait the exports and imports depict a constant trend. While India experienced consstent deficits from 2005to 
2013, Kuwait had deficit only from 2010. 

From Table 6 Total non-oil bilateral trade between India and Kuwait decreased by about -8.21%, i.e., from 
US$ 2,343.04 million in 2014-15 to US$ 2,150.63 million in 2015-16. Meanwhile, India’s non-oil exports to 
Kuwait are showing a positive trend for the past few years. Non-oil export from India to Kuwait increased by 
about 4%, i.e., from US$ 1,189.78 million in 2014-15 to US$ 1,240.54 million in 2015-16.  

From Graph 7 it is seen that there are great fluctauaions in the annual percentage changes in the Value of 
Merchandise Trade for Kuwait as compard with India and the World for the period 2003-2013. In Graph 8, it is 
seen that World export growth rates are higher for the period 1980-2016 where as both India and Kuwait 
exhibited lower growth rates but an increasing trend for most of the years. 

In Section 5, the results from the Revealed Comparative Advantage (RCA) Analysis are presented. The 
methodology is explained in detail in this section. Two tables are given in this section and the commodities for 
which RCA’s are estimated are Chemicals, Ag Products, Automotive Products, Fuels/Mining, Machinery & 
Transport and Textiles and the period selected is 2006-2015.The choice of the commodities and the period are 
dictated by availability of data. 

From Table 9 it is seen The RCA’s yielded higher values for India than Kuwait for the chemicals, Ag. Products 
and Automotive products. The RCA’s for Kuwait have been increasing over the years for these three products. 
For India, the RCA’s are much lower for automotive products. 

From Table 10, the RCA’s yielded higher values for India than Kuwait for the chemicals, Ag. Products and 
Automotive products. The RCA’s for Kuwait have been increasing over the years for these three products. For 
India, the RCA’s are much lower for automotive products. 

The main overall conclusion from the Analysis is that there is great scope for future trade between Kuwait and 
India and it would be mutually beneficial due to the proximity of the countries geographically and to a certain 
extent culturally too. 
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