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Time to Resume the India-China Strategic
Economic Dialogue

&= The Indian Express 29 June 2026 @ @

Source: ujiyari.com — researched, fact-checked & UPSC-mapped

INTERVIEW ANGLE

"Can India engage China economically without diluting its boundary and security position, or
does trade interdependence inevitably create strategic leverage for Beijing?"

Source: Original editorial »  The Indian Express

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

WHY THIS MATTERS NOW

In June 2026, Chinese Foreign Minister Wang Yi, meeting NSA Ajit Doval on the margins of the BRICS
National Security Advisers’ meeting in New Delhi, urged India and China to revive their stalled dialogue
mechanisms, many of nearly fifty government-to-government frameworks now lie dormant. This comes as
India’s trade deficit with China hits a record high. The moment forces a hard question: can India re-engage

economically without diluting its firm position on the boundary and security?

THE CRUX IN 60 WORDS

India’s trade dependence on China is structural and its deficit record-breaking, yet the boundary remains

unresolved and trust thin since 2020. Reviving the Strategic Economic Dialogue lets India manage
dependence from the table, addressing market access and supply-chain risk, while holding firm that Aksai

Chin and Arunachal Pradesh are integral to India and that border peace precedes normalisation.
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THE ISSUE, DECODED

CONCEPT WHAT IT MEANS WHY IT MATTERS

Strategic Economic High-level India-China mechanism A forum to address asymmetries from inside, not

Dialogue on trade, finance and investment the sidelines

Record trade Imports far exceeding exports, near Signals deep dependence and a key vulnerability (ht

deficit 112.6 bn dollars in 2025-26 tps://ujiyari.com/vocab/vulnerability/)

Supply-chain Reliance on Chinese electronics, Decoupling (https://ujiyari.com/vocab/decoupling/)

dependence APIs, capital goods overnight would raise costs and slow

manufacturing

Firewalling Separating the economic track from Lets engagement proceed without conceding on
the boundary track sovereignty (https://ujiyari.com/vocab/sovereignty/)

India’s official Aksai Chin and Arunachal Pradesh Non-negotiable; engagement does not dilute it

stand are integral parts of India

THE ANALYSIS

0 The dependence is real and structural. Chinese inputs underpin Indian electronics,
automobiles and pharmaceuticals; the active pharmaceutical ingredient (API) reliance alone is a

national security concern. Pretending it does not exist does not make India safer.

O The deficit is the headline symptom. A record near 112.6 billion dollars in 2025-26 reflects
both India’s manufacturing ramp-up (which pulls in inputs) and persistent Chinese non-tariff
barriers to Indian exports. A dialogue is the venue to press for reciprocity (https://ujiyari.com/vocab/recip

rocity/).

(3 The window is open. Wang Yi’s June 2026 outreach signals Beijing wants to revive dormant

mechanisms. India can use this from a position of clarity, engaging on its terms rather than reacting.

o Firmness on the boundary is non-negotiable. India’s stand is unambiguous: Aksai Chin and
Arunachal Pradesh are integral parts of India, and peace and tranquillity along the LAC remain the
precondition (https://ujiyari.com/vocab/precondition/) for full normalisation. Engagement does not dilute

this; it runs on a separate, firewalled track.

> Engagement as risk-reduction, not surrender. Talks let India push for market access,
manage supply-chain risk and buy time for diversification through PLI schemes, friend-shoring and

import substitution, converting dependence into resilience (https://ujiyari.com/vocab/resilience/).

O The alternative is worse. Drift and silence leave India reacting to surprises. Structured dialogue,

backed by deterrence (https://ujiyari.com/terms/deterrence/), gives India agency.
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DATA AND INSTITUTIONS VAULT

CARRY THESE INTO THE EXAM HALL.

Trade deficit with China: record near 112.6 billion dollars in FY 2025-26; imports rose sharply,
exports also grew but from a low base.

India’s official position: Aksai Chin (illegally occupied since 1962) and Arunachal Pradesh are
integral parts of India; PoK and the Shaksgam tract ceded by Pakistan to China are Indian territory.

LAC: Line of Actual Control; Wuhan (2018) and Mahabalipuram (2019) informal summits;
disengagement (https://ujiyari.com/vocab/disengagement/) processes since the 2020 standoff.

Mechanisms: Strategic Economic Dialogue; Special Representatives talks on the boundary; Working
Mechanism for Consultation and Coordination (WMCC (https://ujiyari.com/terms/wmcc-india-china-bo
rder/)).

Policy tools: PLI schemes, import substitution, friend-shoring, China Plus One, FDI scrutiny under
the 2020 Press Note 3 regime.

THE DEBATE

Argument for revival: Dependence this deep cannot be managed by silence. Dialogue gives India a seat to
press market access, reduce supply risk and stabilise an unpredictable relationship while deterrence holds the

line.

Argument against: Engagement could entrench (https://ujiyari.com/vocab/entrench/) dependence, normalise an
aggressor, and hand Beijing leverage; with the boundary unresolved, “business as usual” sends the wrong

signal.

Balanced verdict: The risk is real but manageable through firewalling. India can hold the boundary stand
absolutely firm, Aksai Chin and Arunachal Pradesh are integral to India, while using economic talks
instrumentally to cut vulnerability. The dialogue is a tool of leverage (https://ujiyari.com/vocab/leverage/) and

diversification, not a reward; it should advance only alongside, never instead of, deterrence and de-risking.

HOW TO THINK ABOUT THIS (TRANSFERABLE SKILL)

In complex bilateral (https://ujiyari.com/vocab/bilateral/) relations, resist the binary of “engage fully” versus
“decouple fully.” Ask which issues can be firewalled onto independent tracks (trade, boundary, multilateral)
so progress on one need not concede the others. This compartmentalisation logic applies to India-Pakistan,

India-US trade frictions and multilateral diplomacy alike.

Time to Resume the India-China Strategic Economic Dialogue 4/9


https://ujiyari.com/vocab/entrench/
https://ujiyari.com/vocab/leverage/
https://ujiyari.com/vocab/bilateral/
https://ujiyari.com/vocab/disengagement/
https://ujiyari.com/terms/wmcc-india-china-border/
https://ujiyari.com/terms/wmcc-india-china-border/
https://ujiyari.com/

\\ \
& ujivari UPSC & STATE PGS CURRENT AFFAIRS

DIAGRAM-IN-WORDS

Record trade deficit + supply-chain dependence -> vulnerability -> revive Strategic
Economic Dialogue (economic track) -> press market access + de-risk -> firewall from

boundary track (Aksai Chin, Arunachal firm) -> leverage + resilience, not surrender

THE WAY FORWARD

0 Revive the dialogue with firewalls, keeping the economic track strictly separate from the

unresolved boundary question.

® 1nsist on reciprocity, pressing China to dismantle non-tariff barriers and open its market to

Indian pharma, IT and agri exports.

O pair engagement with de-risking, accelerating PLI, API parks, electronics and rare-earth

substitution to cut dependence over time.

® Maintain unambiguous firmness on territory and security: Aksai Chin and Arunachal Pradesh

are integral to India, and border peace is the precondition for normalisation.

® Scrutinise investment, retaining FDI screening and security review for sensitive sectors even as

trade dialogue resumes.

THE TAKEAWAY BOX

Argue for “engagement with firewalls”, pragmatic (https://ujiyari.com/vocab/pragmatic/) economic dialogue
plus uncompromising security and territorial stand, as the optimal strategy for an asymmetric, distrustful

relationship.

“India can talk trade with China while ceding nothing on territory or security; the goal is leverage, not

surrender.”

Record trade deficit near 112.6 bn dollars (FY 2025-26); Strategic Economic Dialogue; WMCC; Special

Representatives talks; Wuhan and Mahabalipuram summits; LAC; Press Note 3 (2020).

How should a nation balance economic pragmatism with strategic distrust toward a neighbour with whom

it has an unresolved boundary?

“With respect to the South China Sea, maritime territorial disputes and rising tension affirm the need for
safeguarding maritime security... Discuss in the context of the Indian Ocean Region” (GS2, 2014); India-

China border management questions.

China Plus One, supply-chain resilience, BRICS, India’s neighbourhood policy, and the API import-
dependence debate.
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Sources: The Indian Express (https://indianexpress.com/section/opinion), Ministry of External Affairs (https://www.m

ea.gov.in), Ministry of Comnerceanddndustey (bipsblcoameteesgondnks for UPSC & State PCS

Source: Time to Resume the India-China Strategic Economic Dialogue — Ujiyari.com | Free UPSC & State PCS

Editorial Analysis

® KEY ARGUMENTS AT A GLANCE

India should revive the stalled Strategic Economic Dialogue with
China to pragmatically manage deep trade dependence, while
holding firm and unambiguous on the boundary question and on
security.

v SUPPORTING

* India’s trade deficit with China hit a record near 112.6 billion dollars in 2025-26, reflecting
structural dependence in electronics, pharma APIs and capital goods that cannot be wished

away.

* Wang Yi's June 2026 call to revive dialogue mechanisms shows a window to manage the

relationship from a position of clarity, not weakness.

* Engagement is a tool to reduce vulnerability through supply-chain diversification and
reciprocity, not a concession on sovereignty.

A COUNTER

Deeper economic engagement could entrench dependence and hand Beijing strategic
leverage, while a hostile border makes ‘business as usual’ politically untenable.

— WAY FORWARD

Revive the dialogue with firewalls: separate the economic track from the boundary track, insist
on reciprocity and market access, and pair engagement with PLI-driven import substitution.
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QUESTION

India’s trade deficit with China touched a record high even as boundary tensions persist. Critically
evaluate the case for reviving the India-China Strategic Economic Dialogue while safeguarding national

security and territorial integrity. (250 words)

INTRODUCTION

India’s relationship with China is a study in managed contradiction: a record trade deficit and deep supply-
chain dependence sit alongside an unresolved boundary and a trust deficit since 2020. The question is not

whether to engage, but how to engage without compromising sovereignty.

BODY

India’s imports from China reached record levels in 2025-26, with the bilateral trade deficit touching
roughly 112.6 billion dollars, driven by electronics, active pharmaceutical ingredients, and capital
equipment that underpin Indian manufacturing. Decoupling overnight is neither feasible nor in India’s
interest; abrupt rupture would raise input costs and slow the very manufacturing push India depends on.
Reviving the Strategic Economic Dialogue, a window opened by Wang Yi's June 2026 outreach to revive
stalled mechanisms, allows India to address market-access asymmetries, non-tariff barriers and supply-
chain risk from the table rather than the sidelines. Crucially, engagement must be firewalled.

India’s position is unambiguous: Aksai Chin and Arunachal Pradesh are integral parts of India, and peace
and tranquillity on the boundary remain the precondition for normalisation. Economic dialogue does not
dilute that stand; it complements deterrence with diversification, pairing talks with production-linked

incentives, friend-shoring and import substitution to convert dependence into resilience over time.

CONCLUSION

Pragmatic engagement and strategic firmness are not opposites. India can talk trade with China while
ceding nothing on territory or security, using dialogue to reduce vulnerability rather than deepen it.

The goal is leverage, not surrender.
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