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ABSTRACT The present study has been written with an objective to analyse the trends in Indian trade relations with 
Persian Gulf countries. The analysis is based upon the growth evaluation of Indian trade with PGCs. The 

growth rates of trade volume, imports and export volumes, shares of various PGCs in Indian imports and exports have 
been used as yardsticks of trade relations with PGCs. In addition to the said parameters, the direction of trade and tar-
iff structure with PGCs has also been provided to infer that PGCs are significant trade partner of India and offers ample 
opportunities of trade promotion to Indian subcontinent.

1.  Introduction
For interpretation of the expected benefits from trade, the 
information on existing trade relations is of utmost impor-
tance. Unless and until we know about the existing volume 
of trade, trade shares, terms of trade, etc. Thus, present 
research endeavour to view the need of trend and direc-
tion of trade analysis with PGCs, the study has been di-
vided into four sections. Section-2 offers trend analysis 
in detail; the trends in trade intensity, terms of trade and 
nature of tariff with each PGC that has been discussed in 
detail. Section-3 provides a rich analysis of trade direction 
with PGCs. The trends in major commodities and service 
(if traded) within India and PGCs are being provided in the 
same section. Section-4 summarizes the conclusions de-
rived at each stage of trend and direction of trade analysis 
with PGCs.

2.1  Trends in Indian Trade Relations with Persian 
Gulf Countries
The trend analysis has been used to represent the major 
features of growth of trade with PGCs. The compound 
and average annual growth rate of various trade indicators 
have been used to interpret the trade relations, while, the 
CDV coefficient has been utilized to check the volatility in 
the trade relations. The following semi-log equation has 
been used to compute average annual growth rate:

LnYt = α+αt+αt

In the above equation, LnYt is the natural logarithmic of 
variable Yt whose growth rate has to be calculated. The 
coefficients α and α are the parameter of model and the 
sample estimate of α is the measure of average annual 
growth rate. The term αt is white noise disturbance term 
and R2 obtained after estimating above regression which 
is the ratio of explained variation by trend item t to total 
variation in LnYt. The compound growth rate has been esti-
mated using the following formula:

To check the significance of average annual growth 
rate, P-values have been computed using t-test sta-
tistics. Another measure Cuddi-Dulla index of Vari-
ation (CDV) has been utilized to measure the de-
gree of variation in the time series variable under 
evaluation. The CDV has been computed as fol-
lows:                      

The CV is coefficient of variation in the time series under 
evaluation. The CV has not been used because time se-
ries variables have a tendency to grow over a period of 
time i.e., called ‘trend effect’. Despite of trend effect, the 
CV overstates the true variation in series under evalua-
tion. Thus, in time series literature, the CDV coefficient has 
been suggested as an exact measure of degree of varia-
tion. The analysis has been carried out using three dimen-
sions of trade relations: trade intensity, terms of trade, and 
nature and extent of tariff exercised between Indian and 
each individual partner Persian Gulf nation.  

2.2  Trade Intensity with PGCs
The Trade Intensity Index (TII) is used to determine wheth-
er the value of trade between two countries is greater or 
smaller than would be expected on the basis of their im-
portance in the world trade. It is defined as the share of 
one country’s exports going to a partner divided by the 
share of world exports going to the partner. It is calculated 
as:

Where xij and xwj are the values of country i’s exports and 
of world exports to country j and where Xit and Xwt are 
country i’s total exports and total world exports respective-
ly. An index value of more or less than one indicates a bi-
lateral trade flow that is larger (smaller) than expected, giv-
en the partner country’s importance in world trade (User’s 
Manual of Wits, 2011). The TII is based on an actual obser-
vation of bilateral trade flow and therefore, is the measure 
of intimacy of the trading relationship between any two 
given countries. The higher Trade Intensity Index, the bet-
ter will be our export possibility and therefore an exporter 
should choose the market with high TII values.

In the present analysis, the intensity of trade has been 
analysed through the volume and share of Indian trade 
with PGCs. Further, the aggregated analysis has been 
performed for Persian Gulf and Gulf Cooperation Council 
(GCC) separately, excluding Iran and Iraq from PGCs from 
GCC. Figure 1 provides the TII of India with PGCs over the 
years 2009 to 2014 for all products. It may be inferred that 
India has the highest TII value to the tune of 712.30 with 
UAE in the year 2014. It means that the best market for In-
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dian Exports among PGC in 2014 is UAE. The second rank 
for India among PGCs has been observed with Iran in tune 
of 686.50 in latest year of study 2014. Among PGC’s, In-
dia enjoys less intensity of export with Iraq’s i.e., TII in the 
year 2014 is lowest to the tune of 94.5. Though the value 
is less yet above unity value of TII, this reflects that India 
has huge prospect of trade with Iraq. By looking over the 
entire study period, best market for Indian export is UAE 
with highest TII. However, in recent two years of the study 
(i.e., 2013 and 2014), Iran emerges to be the best market 
among all other PGCs for Indian export. Furthermore, Iraq 
remains the worst market for Indian export over the entire 
study period among all PGCs with lowest TII. 

Further, to analyse the trends in trade intensity between 
India and PGCs, it becomes pertinent to contemplate the 
trends in volume and shares of each PGC in Indian trade, 
exports and imports. Thus, Table 1 and 2 have been in-
vestigate trends in volume of trade with each Persian Gulf 
country individually and with two groups of PGC and GCC 
countries. The figures have been provided at both current 
and constant prices over a period of 18 years spanning 
over the years 1996-97 to 2013-14. It is evident from Table 
1 that the volume of trade with PGCs at market prices has 
increased from US $ 7,841.26 million in 1996-97 to US $ 
184,738.02 million in 2013-14. However, the said increase 
may be due to increase in price levels. Thus, to neutral-
ize the effect of price change, the figures have been re-
ported at constant prices at the base year 2004-05. Table 
2 reports the figures at constant prices and substantiates 
the fact that the increase in volume of trade is from US $ 
9304.81 million to US $ 1, 49,580.86 million. If we com-
pare the volume of trade with GCC countries excluding 
Iran and Iraq, the figures in year the 2013-14 at constant 
prices comes out to be US $ 1,21,470.47 million, 81.21 
percent of the total trade with PGCs group. It simply 
means that 18.79 percent of the Indian trade with PGCs is 
coming from Iran and Iraq.

The analysis of average annual growth rates represent that 
the trade volume with PGCs has increased at an average 
growth rate of 20.06 percent per annum during the study 
period under evaluation. However, the overall growth ob-
served during entire period is 22.21 percent. The observed 
P-value is near zero and thus support the inference that 
the observed growth is high enough and statistically sig-
nificant too. The GCC group that excludes Iran and Iraq 
from Persian Gulf Countries, has also witnessed near 20 
percent (19.34 percent) average annual growth rate in vol-
ume of trade. Thus, the difference in both average annual 
and compound growth rates is not large enough between 
two groups of countries. 

At disaggregated level, it can be observed from the Table 
2 that in 2013-2014 the highest volume of Indian trade 
among PGCs has been observed with UAE to the tune 
of US $ million 59,540.24 in the year 2013-14 at market 
prices. Thus, UAE tops among other PGCs with highest 
volume of trade to the tune of US $ million 48,209.25 mil-
lion at PPP followed by Saudi Arabia at second rank with 
amount of US $ million 37421.58. The country of oil i.e., 
Iraq, has been observed at third rank with volume of trade 
with India to the tune of US $ 19,438.89.  The countries 
viz., Kuwait, Qatar, Iran, Oman and Bahrain have been 
observed at following ranks in terms of volume of Indian 
trade with eight PGCs.   

 
Though the volume of Indian trade is highest with UAE, 
trade relations have grown at highest rate with some other 
PGCs. Iraq tops in the list of eight PGCs in terms of av-
erage annual and compound growth rates. However, the 
trade with UAE has increased at statistically significant av-
erage annual growth rate of 19.34 percent per annum at 
constant prices. The overall growth of Indian trade with 
UAE during the entire study period under evaluation is 
21.34 percent and observed at 5 among the eight PGCs. 
It is worth mentioning that highest average annual growth 
rate of 39.64 percent per annum in Indian trade volume 
with Iraq has been observed among PGCs along with over-
all growth of volume to the tune of 48.64 percent. The 
growth rate is high enough and must be cautiously inter-
preted. The search of theoretical reasons for such a high 
growth rate has been done thorough an analysis of Table 
3.1. 

The visualization of Table-3.1 represents that from 1996-
97 to 2005-06, the volume of trade with Iraq is very low 
in comparison to the other PGCs, while a surge in volume 
has been noticed from 2006-07 onwards. The volume of 
Indian trade with Iraq has increased from US $ 2.21 mil-
lion in 1996-97 to US $ 157.99 million in 2005-06. How-
ever, a sudden increase has been observed in 2006-07 
with a trade volume of US $ 5718.4 million and it continu-
ously grown up to US $ 19,438.89 million by 2013-14. A 
high Cuddi-Dulla index of Variation (CDV) to the tune of 
62.05 percent is because of high variation in volume of In-
dian trade with Iraq. The second highest growth rate has 
been observed for Qatar to the tune of 29.83 percent per 
annum with a compound growth rate of 34.76 percent. 
In case of Qatar, the same problem of structural break in 
volume of trade has been observed as in 2006-07 the vol-
ume of trade suddenly jumped from US $ 1,160.96 million 
to US $ 2,391.61 million at market prices. In subsequent 
years, the same trend of surge in volume of trade contin-
ued with Qatar too. The observed structural break is valid 
for all PGCs as in most of the PGCs, a surge in volume of 
trade has been observed in 2006-07 onwards. Thus, rank-
ing of the countries on the basis of growth rates only will 
not be reliable for analysing the strength of trade relation 
with PGCs. A high CDV index indicates high degree of 
variation in volume of trade in general and trade relations 
in particular. Thus, CDV may be utilized as an indicator of 
stability in trade relations with country under evaluation; 
a low CDV means robust and stable trade relations while 
a high CDV indicates unstable trade relations. The lowest 
CDV to the tune of 23.94 percent has been observed with 
UAE over the study period and thus, substantiates the fact 
that the observed growth rate of trade relations is not only 
statistically significant but stable too. Except UAE, CDV has 
been observed above 30 percent with remaining seven 
PGCs; a high variation due to structural shift. 
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However, to work out the causes of the structural shift, it 
becomes compulsory to analyse the reason of a sudden 
jump in volume of trade among PGCs. These reasons may 
be traced from disaggregated analysis of components of 
volume of trade i.e., imports and exports. Tables 3.3 and 
3.4 provide trends in imports from PGCs at current and 
constant prices, respectively. From the table 3.3 it can be 
observed that total import of India from PGCs was worth 
US $ million 130,627.44 in 2013-14 at market prices. If we 
exclude Iran and Iraq from PGCs (i.e., GCC group), the to-
tal imports comes out to be US $ 101,779.42 million. Thus, 
77.92 percent of Indian imports from PGCs are from GCC 
group and 22.08 percent imports are from Iraq and Iran. 
The figure 22.08 is significant and should not get neglect-
ed by Indian policy planners while forming a free trade 
area with these south western countries in Asia. 

Further, at disaggregate level it can be observed that 
among PGCs, Saudi Arabia is at the top of the list with 
highest volume of imports to the tune of US $ 33,998.11 
million at market prices during the year 2013-14. The 
share of Saudi Arabia in total Indian imports from PGCs 
is 26 percent in 2013. The second place in terms of total 
volume of imports has been occupied by UAE with US $ 
29,019.82 million import value at market prices. Saudi Ara-
bia and UAE together have around 62 percent of import 
form GCC and around 50 percent of import from PGCs in 
2013-14 and remaining 6 countries have only 50 percent 
of share in total Indian imports from PGCs. Further, it is 
worth mentioning here that up to 2012-13, UAE has re-
mained on the top of the list and only slipped to second 
rank in the latest year of the study i.e., 2013-14. Hence, 
UAE and Saudi Arabia assume significant role in defining 
trade relations with PGCs. Following UAE, Iraq occupies 
third rank in terms of volume of Indian imports from PGC; 
the volume of imports observed from Iraq in 2013-14 is to 
the tune of US $million18,520.86.

The fourth rank is occupied by Kuwait in terms of value of 
import at market prices to India. An import volume of US $ 
17,153.55 million has been observed with Kuwait in 2013-
14. Import from Qatar is to the tune of US $ 15,707 million 
at fifth rank followed by Iran with value of US $ 10,307.16 
million at sixth place in year 2013-14. However, in 2011-
12 the figure of import bills with Iran was US $ 13,790.16 
million and after that Indian imports started falling because 
of sanctions imposed by western nations on Iran. The last 
two places (i.e., seventh and eighth) have been occupied 
by Oman and Bahrain with US $ 2,951.18    million and US 
$ 563.24 million Indian import bill, respectively. 

        The visualization of Table 4 reveals that the average 
annual growth rate of imports is 22.53 percent per annum 
for PGCs and 21.55 percent per annum for GCC group 
level at constant price PPP. Thus, a significant growth rate 
of imports from these countries to India has been ob-
served during the study period under evaluations. The 
overall growth rate of 25.27 percent for PGCs and 24.04 
percent for GCC substantiate the fact that Indian imports 
from PGCs have grown at huge rate.

Looking at disaggregated level to find out which coun-
try is on top of the list, it may be observed that Iraq with 
62.00 percent per annum average growth and 85.89 per-
cent overall growth located at the top among PGCs and 
again a surge in imports from Iraq is observed as com-
pared to the earlier observed year of structural break i.e., 
year 2006-07 onwards. The second highest growth rate is 
for Oman in import at constant price by 36.32 percent in 
average growth and 43.79 percent in overall growth. Qatar 
following Oman among PGCs in growth in import at con-
stant price by 32.23 percentage average growth and 38.02 
percent overall growth. Saudi Arabia holds fourth place 
with 26.71 percent in average and 30.26 percent in over-
all growth. After Saudi Arabia, Kuwait has more growth 
among other countries by 22.00 percent and 24.60 per-
cent in average and overall growth rate in import at con-
stant price respectively.

Despite the decrease in import from Iran at 2009-10 on-
wards, because of sanction impose on Iran by US and 
western countries, India still has high growth rate of im-
ports at 21.66 percent per annum placing it in sixth among 
other PGCs. The UAE is ranked seventh in average growth 
rate and overall growth rate by 21.26 percent and 23.69 
percent, respectively. The slowest growth in Indian imports 
at a speed of 7.85 percent per annum has been observed 
with Bahrain with an overall growth of 8.17 percent.

After visualizing the trends in Indian imports with PGCs, an 
analysis of trends in exports to these countries is must to 
detect the causes of observed rapid increase in volume of 
trade. Tables 5 and 6 reflect the export and its growth in 
current and constant price respectively. It is observed that 
PGCs and GCC at aggregate level have US $ 54,110.58 
million and US $ 48,221.20 million respectively. Thus, 
89.12 percent of exports with PGCs are with GCC coun-
tries and 10.88 percent are with Iran and Iraq.
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Looking at Table 5, it may be observed that UAE ranks at 
top position among others by amount of US $ 30,520.42 
million Indian exports at current price in year of 2013-14. 
The UAE is followed by Saudi Arabia at second rank with 
US $ 12,218.95 million. Two countries’ UAE and Saudi 
Arabia jointly have around 79 percent share in Indian ex-
port to PGCs and rest 21 percent belongs to remaining 
six countries. The third rank in list of export from India in 
2013-14 is going to Iran with US $ 4971.35 million. Iran is 
followed by Oman, Kuwait, Qatar, Iraq and Bahrain. 

To see the contribution of exports in the growth of volume 
of trade, the growth rates of Indian exports to PGCs at 
constant prices have been interpreted. The observed aver-
age annual growth rate of Indian exports with PGCs and 
GCC group have been observed to the tunes of 17.10 and 
17.04 percent per annum, respectively. The compound 
growth rates during the entire study period observed to 
be 18.65 percent and 18.59 percent for PGCs and GCC, 
respectively. At disaggregate level Iraq with highest av-
erage annual growth of 23.80 percent per annum and 
compound growth 26.87 percent has been designated 

at top rank. The second highest growth of Indian exports 
has been observed with UAE at an average rate of 18.24 
percent per annum. Qatar secures third rank in terms of 
growth of Indian exports with eight PGCs; observed aver-
age annual growth rate is 18.21 percent per annum with 
a compound growth of 19.98 percent. The fourth fastest 
growth of Indian exports among PGCs is noticed with Iran 
at a rate of 17.60 percent per annum. The fifth and sixth 
ranks have been occupied by Oman and Saudi Arabia with 
16.44 and 14.07 percent per annum growth rates, respec-
tively. Two countries with slowest growth of Indian exports 
are Bahrain and Kuwait with annual growth rates of 11.95 
and 10.79 percent, respectively.  In sum, the growth rate 
of exports are comparatively lower than the growth rates 
of imports. Thus, imports growth is the major source of 
growth of volume of Indian trade with PGCs. Further, a 
deep evaluation of trends in Tables 3.3 and 3.5 reveals 
that a sudden shift in volume of trade in year 2006-07 is 
caused by surge in Indian imports from PGCs, while the 
exports have not shown any significant shift in the same 
year onwards.

3.2 Share of PGCs in International Trade of India
In aforementioned analysis, the Indian trade intensity with 
various PGCs has been discussed in terms of volume of 
total trade, exports and imports. However, the volume of 
trade is not sufficient to portray the picture of trade sig-
nificance of each PGC.  Share analysis is must for analys-
ing the relative significance of each PGC in Indian foreign 
trade. The contribution/share of each PGC has been com-
puted in Indian volume of trade and components of vol-
ume of trade (i.e., exports and imports). 

Figure 1 provides the trends in the share of PGCs and 
GCC Groups in total volume of Indian trade. Red line rep-
resents the movement in trade share of PGCs while blue 
represents movement in trade share of GCCs. The straight 
lines are linear trend lines observed for two groups re-
spectively. It is worth noting that two trend lines are go-
ing upward representing that the share of GCC and PGC 
countries is growing over 1996-2014. However, the slope 
of PGC’s trend line is higher than that of GCC’s trend line 
that support the fact that growth in PGC’s share in volume 
of Indian trade is higher that of GCC’s group. Further, two 
share lines are too close to each other up to year 2005-
06 and from 2006-07 onwards, the difference between the 
share of PGC and GCC groups started increasing. The ma-
jor reason behind such deviation in two trend and share 
lines is the structural shift in volume of trade with Iraq from 
2006-07 onwards. 

Table 5: Trends in Exports from India to Persian Gulf Countries

  (Figures in US $ million at Market Price)
            Country

Year
Iran Iraq UAE Saudi Arabia Kuwait Bahrain Oman Qatar GCC# PGC#

Panel A: Export Value@ 

1996-97 194.98 2.17 1,476.01 577.18 154.72 62.76 116.97 31.91 2,419.54 2,616.69

1997-98 171.66 11.2 1,629.56 689.89 178.37 61.2 109.29 44.07 2,712.38 2,895.24
1998-99 159.12 36.3 1,867.59 774.29 164.67 56.84 118.55 40.16 3,022.09 3,217.51
1999-2000 152.05 49.38 2,082.74 742.5 154.3 60.22 132.77 35.56 3,208.08 3,409.51
2000-01 226.97 84.02 2,597.52 822.94 199.11 78.67 144.62 63.63 3,906.48 4,217.47
2001-02 253.03 206.79 2,491.79 826.43 206.25 75.59 148.99 49 3,798.06 4,257.88
2002-03 654.73 214.88 3,327.48 940.74 250.56 99.54 198.61 96.1 4,913.04 5,782.65
2003-04 918.11 75.17 5,125.58 1,123.31 319.09 111.63 258.99 128.44 7,067.03 8,060.31
2004-05 1231.39 131.19 7,347.88 1,412.06 421.44 156.46 267.67 209.42 9,814.93 11,177.51
2005-06 1188.35 155.94 8,591.79 1,809.77 513.73 192.25 408.43 259.34 11,775.30 13,119.59
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2006-07 1446.48 203.99 12,021.77 2,590.77 614.81 184.52 630.97 331.53 16,374.38 18,024.85
2007-08 1943.92 272.1 15,636.91 3,711.16 681.54 252.47 939.43 538.73 21,760.24 23,976.26
2008-09 2534.01 437.43 24,477.48 5,110.38 797.5 286.52 779.04 674.37 32,125.30 35,096.74
2009-10 1853.17 477.13 23,970.40 3,907.00 782.45 250.21 1,032.93 536.97 30,479.97 32,810.27
2010-11 2492.90 678.14 33,822.39 4,684.40 1,856.01 651.83 1,082.24 375.39 42,472.25 45,643.29
2011-12 2411.33 763.97 35,925.52 5,683.29 1,181.41 439.99 1,322.13 807.95 45,360.29 48,535.59
2012-13 3351.07 1,278.13 36,316.65 9,785.78 1,061.08 603.47 2,599.49 687.18 51,053.65 55,682.85
2013-14 4971.35 918.03 30,520.42 12,218.95 1,061.14 639.36 2,812.27 969.06 48,221.20 54,110.58
Panel B: Growth Rates#

Intercept# 4.71 2.40 6.86 5.89 4.69 3.62 4.10 3.12 7.33 7.42
Growth Rate# 21.42 27.60 22.04 17.98 14.59 15.76 20.24 22.02 20.86 20.90
CGR# 23.88 31.79 24.66 19.70 15.71 17.07 22.44 24.64 23.19 23.25
P-Value# 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
R-Square# 0.92 0.83 0.97 0.95 0.92 0.95 0.96 0.93 0.97 0.98

Rbar-Square# 0.92 0.81 0.96 0.94 0.92 0.94 0.96 0.93 0.97 0.97

CV# 91.62 108.10 95.74 104.48 79.64 87.74 112.72 93.27 94.45 93.94
CDV# 25.22 45.12 18.36 24.17 22.40 20.10 23.17 24.38 15.89 14.55
Notes:  i) Figures in parenthesis of type ( ) are ranks of the countries in terms of Average Annual Growth rate; and ii) *, **, and *** represent significance at 10, 5 
and 1 percentage levels of significance, respectively.
Sources: i) @ http://commerce.nic.in/eidb/default.asp ; and ii) # Author’s Calculations. 
 
Table 6: Trends in Exports from India to Persian Gulf Countries

  (Figures in US $ million at PPP 2004-05)
            
Country

Year
Iran Iraq UAE Saudi 

Arabia Kuwait Bahrain Oman Qatar GCC# PGC#

Panel A: Export Value@ 

1996-97 231.3725 2.58 1751.50 684.91 183.60 74.47 138.80 37.87 2871.14 3105.09
1997-98 213.48 13.93 2026.58 857.97 221.83 76.11 135.91 54.81 3373.21 3600.62
1998-99 197.80 45.12 2321.60 962.52 204.70 70.66 147.36 49.92 3756.76 3999.68
1999-2000 192.26 62.44 2633.54 938.86 195.11 76.15 167.88 44.96 4056.49 4311.19
2000-01 290.28 107.45 3322.01 1052.47 254.64 100.61 184.95 81.38 4996.06 5393.78
2001-02 316.67 258.80 3118.52 1034.29 258.13 94.60 186.46 61.32 4753.34 5328.81
2002-03 748.91 245.79 3806.11 1076.06 286.60 113.85 227.17 109.92 5619.73 6614.42
2003-04 971.24 79.52 5422.17 1188.31 337.55 118.08 273.97 135.87 7475.96 8526.72
2004-05 1231.39 131.19 7347.88 1412.06 421.44 156.46 267.67 209.42 9814.93 11177.51
2005-06 1141.25 149.76 8251.24 1738.04 493.37 184.62 392.24 249.06 11308.05 12599.57
2006-07 1168.72 164.82 9713.26 2093.27 496.75 149.08 509.80 267.86 13230.67 14563.58
2007-08 1651.21 231.13 13282.37 3152.35 578.92 214.45 797.97 457.61 18483.05 20366.01
2008-09 2093.37 361.37 20221.10 4221.73 658.82 236.61 643.57 557.10 26539.95 28993.78
2009-10 1349.02 347.33 17449.29 2844.11 569.59 182.14 751.92 390.88 22187.21 23884.29
2010-11 1758.51 478.36 23858.54 3304.41 1309.24 459.80 763.41 264.80 29960.98 32197.08
2011-12 1802.00 570.92 26847.32 4247.15 882.87 328.80 988.03 603.78 33897.38 36270.89
2012-13 2604.61 993.42 28227.06 7605.98 824.72 469.04 2020.40 534.10 39681.31 43279.42
2013-14 4025.26 743.32 24712.13 9893.58 859.20 517.68 2277.00 784.63 39044.76 43812.89
Panel B: Growth Rates#

Intercept# 5.04 2.73 7.19 6.22 5.02 3.95 4.43 3.45 7.66 7.75
Growth Rate# 17.60 23.80 18.24 14.07 10.79 11.95 16.44 18.21 17.04 17.10
CGR# 19.25 26.87 20.00 15.23 11.39 12.69 17.86 19.98 18.59 18.65
P-Value# 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
R-Square# 0.90 0.75 0.75 0.91 0.92 0.92 0.94 0.92 0.98 0.98

Rbar-Square# 0.90 0.74 0.74 0.91 0.91 0.92 0.94 0.91 0.98 0.98

CV# 82.93 97.29 84.03 93.94 61.61 72.52 103.45 84.81 83.36 82.96
CDV# 25.88 48.24 14.06 27.55 17.68 20.25 24.75 24.37 11.90 10.51
Notes:  i) Figures in parenthesis of type ( ) are ranks of the countries in terms of Average Annual Growth rate; and ii) *, **, 
and *** represent significance at 10, 5 and 1 percentage levels of significance, respectively.
Sources: i) @ http://commerce.nic.in/eidb/default.asp ; and ii) # Author’s Calculations. 

Table 7 substantiates the fact that share of Iraq in Indian 
volume of trade has increased continuously from 0.73 per-
cent in 2005-06 to 9.20 percent in 2006-07, and to 10.32 
percent in 2013-14. Though, Iran is another additional 
country in PGC group, its share increased from 0.76 per-
cent in 2005-06 to a maximum value of 3.04 percent in 
2008-09 and then declined to 2.0 percent in 2013-14. A 
negative and insignificant average annual growth rate of 
Iranian share in Indian volume of trade thus, substantiates 
the fact that Iran is not responsible for deviation in two 
share and trend lines from year 2006-07 onwards. There-
fore, according to study Iraq is significant source of vari-

ation between trend lines of GCC and PGCs group and 
thus, should not be ignored while signing a free trade 
agreement within the Persian Gulf region.

Looking at disaggregated country level, it may be ob-
served that among all countries of PGC group, UAE has 
a highest share of 32.23 percent in total volume of Indian 
trade with PGC. Also, the UAE’s share in Indian volume of 
trade with all countries is 7.79 percent in the recent year 
of study i.e., 2013-14; these shares in 2012-13 had been 
observed to the tune of 38.77 percent and 9.54 percent, 
respectively. After UAE in PGC group, the second place is 



204  X INDIAN JOURNAL OF APPLIED RESEARCH

Volume : 5 | Issue : 9  | September 2015 | ISSN - 2249-555XRESEARCH PAPER

occupied by Saudi Arabia with 25.01 percent share. How-
ever, the contribution of Saudi Arabia is 6.00 percent in 
Indian volume of trade with the entire world. Therefore, 
the said two countries (i.e., UAE and Saudi Arabia) jointly 
have a share of 57.24 percent; more than half in volume 
of trade of India from PGC. Further, third rank in terms of 
share in Indian volume of trade with PGC and world is oc-
cupied by Iraq with 10.52 percent and 2.54 percentage, 
respectively. At the end of ranking list among PGC group 
is Bahrain with 0.65 percent and 0.16 percent share in In-
dian volume of trade with PGC group and world, respec-
tively. 

It becomes pertinent to analyse the share of each PGC in 
Indian imports and exports to understand the share dy-
namics. The Figure 3.2 portrait the trends in the share of 
PGC and GCC 

In Indian imports. The red line represents trend in PGC 
share, while blue line is for GCCs. From analysis of these 
figures, it may be observed that the share of PGCs in In-
dian imports was 13.30 percent in very beginning year 
of the study i.e., 1996-97. However, in a year 2000-01, a 
sharp decline was observed and share felt to 3.76 percent. 
Another break in PGC share in Indian imports observed 
in the year 2006-07 wherein a surge observed from 5.72 
percent in 2005-06 to 23.76 percent in 2006-07. Howev-
er, from 2006-07 onwards, a smooth increase in share of 
PGCs has been observed up to 29.02 percent till the latest 
year of study in Indian imports. The same trend has been 
noticed for GCCs too with a recent share to the tune of 
22.61 percent in Indian imports. However, the straight red 
line is trend line for PGCs while the straight blue line is for 
GCC. Again, a high deviation between two straight lines is 
observed from the year 2005-06 onwards. 

Further, Table 8 provides trends of each PGC at disaggre-
gated level in Indian imports. It may be noticed that Saudi 
Arabia stands at the top of the ladder among other PGCS 
with 26.03 percent share in Indian import from all PGCs. 
Among all countries of the world, Saudi Arabia’s share is 

7.55 percent in Indian imports. The UAE ranks second with 
22.22 percent and 6.45 percent share in Indian imports 
from PGC and all countries, respectively. 

Among all countries under evaluation, Bahrain has the 
lowest share to the tune of 0.43 percent and 0.13 per-
cent share in Indian imports from PGCs and all countries, 
respectively. In addition, if we overlook the volume of im-
ports, the share of Iraq in Indian imports has grown at fast-
est rate with average annual growth rate of 48.21 percent.

Further, the trends in share of PGC and GCC groups have 
been portrayed in Figure 3.3. The red line is for PGC in In-
dian exports and started from 7.8 percent in a year 1996-
97 to 17.21 percent in 2013-14. The blue line is trend in 
share of GCC in Indian exports starting with a share of 
GCC to the tune of 7.23 percent in 1996-97 to 15.34 per-
cent in 2013-14.

Both lines have a smooth and parallel movement along-
side over a period of time and no significant deviation has 
been observed between the two. Thus, the observed devi-
ation in share of PFCs and GCC’s share in volume of trade 
over the period under evaluation is because of increasing 
deviation in import shares. 

Table 9 provides information on share of each individual 
PGC in Indian exports. The UAE ranks first with 56.40 per-
cent share in total Indian export to PGCs and 9.71 per-
cent share in total Indian exports to world during the year 
2013-14. The second rank is occupied by Saudi Arabia 
with 22.58 percent share in Indian Export to PGC and 3.89 
percent share in total Indian export. Thus, UAE and Saudi 
Arabia jointly have a share of 78.98 percent share in Indi-
an exports to PGC and remaining six countries have only 
21.02 percent share in Indian exports to PGCs. Bahrain has 
the lowest share of Indian Export to PGC and total export 
with 1.18 percent and 0.20 percent, respectively. Keeping 
aside volume of exports to each PGCs, the share of Iran in 
Indian exports has increased at highest rate of 20.86 per-
cent per annum with overall growth rate of 23.19 percent.
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4.  Direction of Trade and Structure of Tariff among 
PGCs
Trading strategies are based on the investor’s assessment 
of the broad market and directional trading can mean a 
basic strategy of going long if the market is perceived as 
heading higher and find out the products in which trade 
intensity is higher. Although tariff rate acts as a barrier on 
trade yet its analysis is important to assess the viability 
of trade with target market. Thus, analysis of direction of 
trade is important to analyse what products India is trading 
(i.e., exports and imports) with PGCs and what is the struc-
ture of tariff within India and these gulf countries. 

4.1 Direction of Indian Trade with PGC- An Aggregated 
Analysis
The composition of Indian trade with PGCs has been pro-
vided in Table 10 along with the share of each products in 
Indian exports and imports. The figures for the year 2013 
have been reported along with the tariff rates imposed by 
India and PGCs on each other’s imports and exports. Table 
10 provides the major import of India in year 2013 from 
PGC is product and substantiates the fact that 81 percent 
of total imports from PGCs belongs to Mineral Fuels, Min-
eral Oils and Products of their Distillation, Bituminous Sub-
stances, and Mineral Waxes (i.e., two digit HS code 27). 
The average tariff rate exercised on these products is 7.15 
percent Addvelorem. The second important product in In-
dian imports from PGCs is Natural or Cultured Pearls, Pre-
cious or Semiprecious Stones, Pre.Metals, Clad with Pre.
Metals and Articles thereof; IMIT, Jewellery and Coin (i.e., 
HS code 71) with a share of 9.13 percent. A tariff rate of 
11.5 percent is being charged by India on HS 71 products 
imported from PGCs. The two categories of products (i.e., 
HS-27 and HS-71) form 90.13 percent share of Indian im-
ports from PGCs and thus, considered to be sufficient to 
discuss the effect of reducing import duty by India under 
FTA.    

In addition to Indian the imports, the major export to 
PGCs have been provided in Table 10 along with the in-

formation on tariff rates charges by PGCs on Indian prod-
ucts. Among Indian exports to PGCs, the major share is of 
HS-27 and HS-71 category products. The shares of each of 
these categories is 25 percent and 23.7 percent, respec-
tively. The third major products in Indian exports to PGCs 
belong to Cereals (i.e., two digit HS code 10) with 8.5 per-
cent share. India levies higher tariff on HS-27 and HS-71 
products in comparison to the PGCs. The average tariff 
rate exercised by PGCs on HS-27 products is 5.30 percent 
in comparison to the Indian average rate of 7.15 percent. 
For HS-71, PGCs levy 3.1 percent against Indian rate 11.5 
percent. 

Thus, the duty charged by India on PGC products is high-
er than the duty charged on Indian products by PGCs. A 
list of 13 categories of products has been provided for In-
dian exports to PGCs in ascending order on the basis of 
the share of each product in total Indian exports to PGCs. 
The total share of these 13 products turns out to be 81.13 
percent and is sufficient to analyze the effect of change in 
tariff structure on Indian welfare. 

4.2 Direction of Indian Trade and Tariff Structure with 
PGC- A Disaggregated Analysis 
To understand the composition of Indian import from all 
PGC members, a country level analysis of major trading 
products is required. Table 11 provides direction of trade 
and tariff structure exercised on PGCs products in India 
(i.e., on Indian Import from PGC). It is evident from the 
table that India is importing product category HS-27 from 
all PGC members with highest share 99.5 percent share 
of India Imports from Iraq and 93 percent from Qatar and 
Kuwait are classified under the HS-27 category. The sec-
ond highest share is of commodities group HS-29 of four 
countries, namely, Iran, Saudi Arabia, Oman and Kuwait. 
The major Indian imports of commodities under category 
HS-71 is from the UAE. 40 percent Indian Import from UAE 
falls under this category. 

Regarding the tariff structure, Iran is levied a highest 20 
percent tariff rate on product code HS-29 but GCC mem-
ber are levied 7.2 percent on the same product. All the 
GCC member are levied the same tariff rate on their prod-
ucts. Further, the highest rate of 10 percent is charged 
from Iran and Iraq under product category HS-27. Except 
these two nations, other nations are charged 6.2 percent 
MFN rate on products under category HS-27. The second 
highest tariff has been observed in case of product code 
HS-71; the UAE is paying 10.3 percent Advelorem on this 
category of products. 

To understand the composition of Indian export to all PGC 
members, a country level analysis of major trading prod-
ucts is required. Tables 12 provides detail on the Direction 
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of Indian exports along with tariff rates exercised by PGCs 
on Indian products during the year 2013. The main part-
ner of India in export to PGC group is UAE with highest 
share of 17 percent in Indian export for the product HS-27 
with a tariff rate of 5 percent advelorem. The second ma-
jor product in Indian export to UAE is classified under the 
categories HS-85 and HS-89 with the share of 3.5 percent.

The tariff rate charged on these two products by UAE are 
3.6 percent and 1.1 percent, respectively. Next to UAE, the 
second most important country among PGCs group for In-
dian export is Saudi Arabia. The major exports by India to 
Saudi Arabia falls under category HS-27 with share of 56 
percent. The products under category HS-10 are exported 
to Saudi Arabia with a share of 10 percent (i.e., second 
highest share) with a tariff rate of 0.8 percent in the year 
2013. Further, the products under category HS-10 have a 
significant share in Indian export to all Persian Gulf Coun-
tries. In HS-10 category products, Iran has the highest 
share to the tune of 40 percent followed by Iraq at second 
place with a share of 30 percent

The list of Indian export to PGCs is exhaustive and for 
present analysis, 28 major products have been shortlisted. 
These 28 products sums out to be 81.13 percent share 
in total Indian exports to PGCs. The exhaustive list of ex-
ported products to PGCs indicates that India has a good 
market in PGC to export the different variety of products. 
The two countries, Iran and Iraq, are not the members of 
WTO and are laving high tariff rate in comparison to oth-
ers GCC countries. India on the other side is also charging 
higher tariff on PGC products in the comparison to GCC 
countries. Thus, all of these countries must be brought un-
der uniform tariff structure category so as to explore the 
trade opportunities in the Asian region.

    

4.  Summary of conclusion
The present study has been written with an objective to 

analyse the trends in Indian trade relations with Persian 
Gulf countries. The analysis is based upon the growth 
evaluation of Indian trade with PGCs. The growth rates of 
trade volume, imports and export volumes, shares of vari-
ous PGCs in Indian imports and exports have been used 
as yardsticks of trade relations with PGCs. In addition to 
the said parameters, the direction of trade and tariff struc-
ture with PGCs has also been provided to infer that PGCs 
are significant trade partner of India and offers ample op-
portunities of trade promotion to Indian subcontinent.

From analysis, it has been observed that 24.16 percent of 
the Indian total trade is with PGCs that amounts worth US 
$ 184,738.02 million in year 2013-14. In total trade vol-
ume, the share of import is US $ 130,627.44 million and 
share of export is US $ 54,110.58 million. Thus, the share 
of Indian imports is much higher than Indian exports in 
Total trade volume of India with PGCs. The 29.02 percent 
Indian imports and 17.21 of total Indian export are from 
PGCs and both have grown at a significant rate during the 
period 1996-2013.              . 

From direction of trade analysis, it has been noticed that 
the maximum Indian import from PGCs falls under prod-
uct category of HS-27 (i.e., mineral fuels, mineral oils and 
products of their distillation; bituminous substances; min-
eral waxes). Given its development needs, India is the 
fourth largest importer of energy in the world. However, 
PGC group countries are main supplier of energy. Because 
of these reasons, India and PGC get tight during the more 
recent years. Among PGC group, the UAE has highest 
share in Indian total trade. The UAE is also at top of the 
list of Indian trading partners in the entire world. 

The major share of Indian imports from PGC is on some 
fewer product e.g., two products falling under HS-27 and 
HS-71 categories sums up above 90 percent of Indian 
imports from PGCs. However, the list of Indian export to 
PGCs is exhaustive and spread over a variety of product. 
By observing the tariff structure of PGC members it no-
tice that GCC member are being charged less tariff rate 
as compare to the PG countries that are not the members 
of GCC (e.g., Iran and Iraq). On the other side, India levy 
MFN tariff rate on GCC member’s products while exercise 
Compound tariff rate on products imported from Iran and 
Iraq (not WTO member). 

In trends in trade, two significant structural breaks have 
been observed over the study period of 1996 to 2013. 
These breaks are observed in import of India from PGC, 
first break is in the year 2000-01 a sharp decrease in im-
port from PGC, and second break happened in the year 
2006-07 a surge in Indian import from PGCs. On the other 
hand Indian export to PGC have grown smoothly over the 
study period under evaluation. 

In sum, it has been observed that PGCs are important 
trade partners of India. One of the PGCs (i.e., UAE) is al-
ready on the top of list of Indian trading partners. The 
PGCs are also big suppliers of energy in the world market 
and energy is among the prominent needs of shining India 
too. Further, India is exporting variety of products to PGCs 
and thus, trade relations with PGCs will help Indian plan-
ner to promote the export oriented industries. Hence, ex-
tending trade relations with PGCs will be in favour of Indi-
an economy. Further, ample opportunities to PGCs will be 
available if India reduces tariff on PGC products. With less 
tariff, PGCs will get better access to Indian market. There-
fore, given the importance of trade relations within India 
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and PGCs, it is suggested that the policy planners of both nations should work in directions to facilitate trade and build 
trade infrastructure between two sides. This will not only help to correct balance of trade of partner nations but improve the 
socio economic, political and skill exchangwithin the p

Continue of table 3.13

Commodities HS 
Code Countries     

48 52 55 61 62 69 71
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(%)
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Share

(%)

Tariff
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Iran 1.4% 30.9% 1.4% 52.6% 2% 43.3% - - - - - - - -

Iraq - - - - - - - - - - 4% 10.8% - -

UAE - - - - - - 3% 5% 3.1% 5% - - 42% 3.1%

Saudi Arabia - - - - - - 1% 5% 1.5% 5% - - - -

Qatar - - - - - - - - - - - - - -

Kuwait - - - - - - 3.5% 5% 3.5% 5% - - - -

Oman - - - - - - - - 3% 5% - - - -

Bahrain - - 2.6% 5% - - - - - - - - 4.5% 3.1%
 

Commodities HS 
Code Countries     

72 73 84 85 87 88 89

Share
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Tariff
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(%)
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Share

(%)
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Share

(%)
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Iran 5.8% 8.6% - - 3.2% 13.6% 4.5% 23.5% - - - - - -
Iraq 1.8% 3% 11% 9.7% 7% 6.5% 10% 16% 1.8% 13.2% - - - -
UAE 1.8% 5% 2.5% 5% 2% 4.5% 3.5% 3.6% - - 3.4% 2.7% 3.5% 1.1%
Saudi Arabia 2.5% 5% 2% 5% 3.3% 4.5% 2.3% 3.6% 1.3% 4.8% 1.7% 2.7% - -
Qatar 4% 5% 6% 5% 7% 4.5% 7% 3.6% 5% 4.8% - - 28% 1.1%
Kuwait 3% 5% 3.5% 5% 7.5% 4.5% 7.5% 3.6% 3.5% 4.8% - - - -
Oman 1.6% 5% 3% 5% 7% 4.5% 4% 3.6% 1.7% 4.8% - - 5.5% 1.1%
Bahrain 3% 5% 4.3% 5% 5.5% 4.5% 4.5% 3.6% 1.8% 4.8% - - - -
Notes: i) Tariff Rate in year 2014 ii) Commodities are in HS Code (details are available in appendix) iii) Share amount and 
Tariff rate are in Percentage iv) Tariff rate for GCCs (WTO) member is in Average of AV Duties v) Tariff rate for Iran and Iraq 
is in maximum AV Duties (not member of WTO)
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