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INTERVIEW ANGLE

"A free trade agreement with a small trading partner can still be strategically large. What does
the India-New Zealand FTA tell us about how modern trade deals are really measured?"

Source: Original editorial #  The Hindu

® Every fact web-verified against primary sources (https://ujiyari.com/how-we-verify/)

WHY THIS MATTERS NOW

India and New Zealand have concluded a free trade agreement over a bilateral (https://ujiyari.com/vocab/bilater
al/) merchandise trade of only about US$1.3 billion in FY 2024-25. The Hindu argues the deal is bigger
than the number suggests because it is a modern, framework-driven partnership, not a simple tariff
cut, and because India has protected its dairy sector. For an aspirant, this is a GS2 case on trade

diplomacy and the Indo-Pacific and a GS3 case on trade policy and agriculture.

THE CRUX IN 60 WORDS

The India-New Zealand FTA covers a small trade base but is built for the future: market access,

investment protection, regulatory cooperation and supply-chain efficiency, not tariff cuts alone.
The real openings are in services, education and mobility. India has shielded dairy, a livelihood for

tens of millions of small farmers, from an efficient exporter. The FTA is a scalable platform.
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THE ISSUE, DECODED

CONCEPT WHAT IT MEANS WHY IT MATTERS
Modern FTA Market access, investment, rules, not just The framework lets small trade scale
tariffs

Bilateral trade base ~US$1.3 billion in FY 2024-25 Small now, but the deal is built to
grow

Dairy carve-out Dairy kept out of deepest liberalisation Protects tens of millions of small
farmers

Supply-chain Linking into Indo-Pacific value chains Where the strategic value really lies

integration

THE ANALYSIS

® Read the deal, not just the number. A US$1.3 billion base is small, but the agreement’s worth

lies in the predictable, rules-based framework it builds rather than in tariffs on a thin trade flow.

O Services and mobility are the prize. For India, education, skilled mobility and services access

matter more than marginal merchandise tariff cuts on a limited basket.

® 1nvestment and regulation come first. Investment protection, regulatory cooperation and

mutual recognition create the certainty that lets trade and capital scale over time.

2] Dairy is deliberately fenced off. New Zealand is among the world’s most efficient dairy
exporters; India’s dairy supports tens of millions of small farmers, so keeping it outside deep

liberalisation is a defensible safeguard.

(5 I\ platform, not a one-off. The FTA should be treated as the start of a scalable Indo-Pacific

partnership, not a single tariff transaction.
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DATA AND INSTITUTIONS VAULT

the India-New Zealand Free Trade Agreement; bilateral merchandise trade of about US$1.3 billion
in FY 2024-25. India’s dairy backbone: India is the world’s largest milk producer; dairy supports
tens of millions of small and marginal farmers; cooperatives such as Amul anchor the sector; the National
Dairy Development Board (NDDB) is the apex (https://ujiyari.com/vocab/apex/) body. Trade machinery:
Ministry of Commerce and Industry; rules of origin; mutual recognition agreements; investment protection
chapters. Wider frame: India’s recent FTAs (UAE CEPA, Australia ECTA, EFTA TEPA) all guard sensitive
agriculture and dairy; the Indo-Pacific supply-chain agenda. Concept: defensive vs offensive trade

interests; services trade; regulatory cooperation.

THE DEBATE

Argument for the FTA: It builds a durable, rules-based framework, opens services, education and mobility,
integrates India into Indo-Pacific supply chains, and protects sensitive dairy, so its value far exceeds the

current trade figure.

Argument against: The bilateral trade base is too small to move the needle, the gains are largely symbolic,
and any future pressure to open dairy or agriculture would expose vulnerable farmers to a highly competitive

exporter.

Balanced verdict: The sceptics are right that the present trade is small, but wrong to read that as the ceiling.
A modern FTA is judged by the framework it creates and the sectors it unlocks. With dairy protected, the deal

is a sensible, scalable platform rather than a symbolic gesture.

HOW TO THINK ABOUT THIS (TRANSFERABLE SKILL)

For any trade deal, list what India wants to gain (offensive: services, mobility, market access) and what it
must protect (defensive: dairy, sensitive agriculture). A good FTA maximises the first while ring-fencing the
second. Evaluating any agreement by this two-column test produces a sharper answer than praising or

condemning “free trade” in the abstract.

DIAGRAM-IN-WORDS

Small bilateral trade (~US$1.3 bn) -> modern FTA framework (market access + investment
protection + regulatory cooperation) -> openings in services, education, mobility ->
integration into Indo-Pacific supply chains -> dairy fenced off to protect small farmers

-> trade scales over time -> strategic partnership larger than the starting number
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THE WAY FORWARD

o Leverage (https://ujiyari.com/vocab/leverage/) services and mobility. Prioritise education,

skilled mobility and services access where India’s real gains lie.

2 Build supply-chain links. Use the FTA to plug Indian firms into Indo-Pacific value chains and

attract investment.

3 Hold the line on dairy. Keep dairy and sensitive agriculture outside deep liberalisation to protect

rural livelihoods.

o Operationalise the rules. Conclude mutual recognition and investment-facilitation mechanisms

quickly so the framework delivers.

> Treat it as a platform. Use the agreement as a base to deepen the partnership, not as a one-time

tariff event.

THE TAKEAWAY BOX

A modern FTA is measured by market access, investment, rules and supply-chain integration, not tariff cuts

on the current trade base; defensive carve-outs like dairy are part of good trade strategy.
“The India-New Zealand FTA is modest in current trade but modern in design.”

India-New Zealand FTA; ~US$1.3 billion trade (FY 2024-25); India as the world’s largest milk producer;
NDDB and Amul; UAE CEPA, Australia ECTA, EFTA TEPA; rules of origin; Indo-Pacific.

Is it fair for a state to protect a politically sensitive sector like dairy at the cost of cheaper imports for

consumers? How should a negotiator weigh consumer gains against farmer livelihoods?

UPSC has asked about FTAs, India’s trade strategy and the Indo-Pacific; this editorial connects those to how

a small-base deal can be strategically significant.

GS2 (trade diplomacy, Indo-Pacific), GS3 (trade policy, agriculture, dairy), and India’s wider FTA strategy.

Sources: The Hindu (https://www.thehindu.com), Ministry of Commerce and Industry (https://commerce.gov.in), PIB

(https://pib.gov.in)

Source: India-New Zealand FTA: A Modern Trade Partnership — Ujiyari.com | Free UPSC & State PCS Editorial
Analysis
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Ujiyari Current Affairs - ujiyari.com - Free Daily Current Affairs for UPSC & State PCS

The India-New Zealand FTA deepens a modest bilateral
merchandise trade of around US$1.3 billion in FY 2024-25 through
market access, investment, regulatory cooperation and supply-
chain efficiency rather than tariff cuts alone, while India
safeguards its sensitive dairy sector.

v SUPPORTING

* The value lies less in the small current trade figure and more in the framework it builds:

predictable market access, investment protection and regulatory cooperation that can scale
trade over time.

* Supply-chain efficiency, services, education, mobility and a stable rules-based channel
matter more for a deal of this size than headline tariff reductions on a thin merchandise
base.

* India has protected its dairy sector, a livelihood base for tens of millions of small farmers, by

keeping it outside the deepest liberalisation against an efficient exporter like New Zealand.

A COUNTER

Sceptics argue the bilateral trade base is too small for the FTA to move the needle, that the
gains are symbolic, and that any future opening in dairy or agriculture would expose
vulnerable Indian farmers to a highly competitive exporter.

- WAY FORWARD

Use the FTA as a platform: leverage services, education and mobility, integrate into Indo-
Pacific supply chains, hold the line on dairy, and treat the agreement as the start of a scalable
partnership, not a one-time tariff deal.
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QUESTION

"Modern free trade agreements are about market access, investment and supply-chain integration as
much as tariff reduction." Discuss with reference to the India-New Zealand FTA, including India's

defensive interest in dairy. (250 words)

INTRODUCTION

India and New Zealand have concluded a free trade agreement over a bilateral merchandise trade of only
about US$1.3 billion in FY 2024-25. Judged by that number alone, the deal looks small.

Judged by what a modern FTA actually does, it is more significant than it appears.

BODY

The point of this agreement is not to slash tariffs on a thin trade base; it is to build a durable framework. A
modern FTA delivers predictable market access, investment protection, regulatory cooperation, mutual
recognition and smoother supply chains, and these are the levers that let a small trade relationship scale.
For India, the real openings are in services, education, skilled mobility and integration into Indo-Pacific
value chains, areas where a stable, rules-based channel matters more than a marginal tariff cut. New
Zealand gains predictable access to a large and fast-growing market.

Crucially, India has protected its dairy sector. Dairy is not a niche industry in India: it is the livelihood of
tens of millions of small and marginal farmers, and New Zealand is among the world’s most efficient dairy
exporters.

Keeping dairy out of the deepest liberalisation is therefore a deliberate, defensible safeguard of a vast rural
livelihood, consistent with India’s approach in other recent FTAs. The sceptical view, that the trade base is
too small to matter, mistakes the current figure for the future one and misreads what the agreement is for.
The right way to read this FTA is as a platform: a rules-based partnership designed to grow, with India’s

sensitive sectors fenced off.

CONCLUSION

The India-New Zealand FTA is modest in current trade but modern in design. Its value lies in the framework
it creates and the supply chains it can unlock, while protecting Indian dairy farmers, and that is the

measure that counts.
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