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ABSTRACT 

India and the Association of Southeast Asian Nations (ASEAN) have witnessed 

significant economic integration over the past few decades. This paper explores the 

evolution of India-ASEAN economic relations, the impact of bilateral and multilateral 

agreements, and the challenges and opportunities that lie ahead. Using authentic data 

and a scholarly framework, this research highlights trade patterns, investment flows, 

and policy frameworks. The findings underscore the importance of enhancing regional 

connectivity, resolving trade imbalances, and leveraging digital and green economies 

to deepen India-ASEAN ties. 

Keywords: India-ASEAN Economic Relations, Trade Patterns, Investment Flows, 

Bilateral Agreements, Multilateral Agreements, Regional Connectivity, Trade 

Imbalances, Digital Economy, Green Economy, Policy Frameworks. 

 

Cite this Article: Amaan Anjum. (2025). Economic Synergy Between India and 

ASEAN: Trade, Investment, and Opportunities. International Journal of Applied 

Economics (IJAECO), 2(1), 1-9. 

https://iaeme.com/MasterAdmin/Journal_uploads/IJAECO/VOLUME_2_ISSUE_1/IJAECO_02_01_001.pdf 



Amaan Anjum 

https://iaeme.com/Home/journal/IJAECO   2 editor@iaeme.com 

1. Introduction 

The India-ASEAN economic relationship has evolved into one of the most dynamic 

partnerships in Asia. ASEAN—comprising Brunei, Cambodia, Indonesia, Laos, Malaysia, 

Myanmar, the Philippines, Singapore, Thailand, and Vietnam—represents a vital economic 

bloc for India. The regional grouping is home to over 650 million people and contributes 

significantly to the global economy, accounting for a combined GDP of $3.6 trillion in 2022 

(ASEAN Secretariat, 2023). With its geographical proximity and cultural affinities, ASEAN is 

a natural partner for India in advancing its economic and strategic interests. 

India’s Look East Policy, initiated in the early 1990s, marked the beginning of a 

structured engagement with ASEAN. This policy aimed to strengthen economic ties, foster 

regional stability, and enhance India’s global presence. Over the years, this evolved into the 

Act East Policy, focusing on deeper economic, cultural, and strategic cooperation. Today, 

ASEAN accounts for over 10% of India’s total trade and remains a key partner in India’s Indo-

Pacific strategy. This paper aims to analyze the economic relationship between India and 

ASEAN, focusing on trade, investment, and strategic economic initiatives, while addressing 

the challenges and exploring future opportunities. 

 

2. Evolution of India-ASEAN Economic Ties 

The formalization of the India-ASEAN relationship began with India becoming a 

sectoral dialogue partner of ASEAN in 1992. This relationship was elevated to a full dialogue 

partnership in 1996 and further strengthened with the signing of the India-ASEAN Free Trade 

Agreement (FTA) in 2009. The FTA, focusing initially on goods, has been expanded to cover 

services and investments, showcasing a growing commitment to economic integration. India’s 

active participation in ASEAN-led mechanisms such as the East Asia Summit (EAS), ASEAN 

Regional Forum (ARF), and the ASEAN Defence Ministers' Meeting-Plus (ADMM-Plus) has 

further reinforced the relationship. 

Over the years, India and ASEAN have collaborated on numerous initiatives to enhance 

economic and strategic ties. The Comprehensive Economic Cooperation Agreement (CECA) 

and the bilateral FTAs with ASEAN member states have laid the groundwork for deeper 

economic engagement. Furthermore, India’s involvement in projects like the Master Plan on 

ASEAN Connectivity (MPAC) emphasizes the importance of physical and institutional 
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connectivity in strengthening economic ties. These efforts reflect a mutual recognition of the 

benefits of closer integration in achieving sustainable development and economic prosperity. 

The growing partnership is also evident in the establishment of the ASEAN-India 

Centre (AIC) in New Delhi, which serves as a hub for research, policy advocacy, and capacity-

building programs aimed at enhancing ASEAN-India relations. Through dialogues, summits, 

and economic forums, the two regions have consistently explored new avenues for 

collaboration in trade, investment, and emerging sectors. 

 

3. Trade Relations 

India’s trade with ASEAN has grown significantly since the signing of the FTA in 

goods. According to the Ministry of Commerce (2023), bilateral trade between India and 

ASEAN increased from $80 billion in 2019 to $110 billion in 2022. This growth underscores 

the strong demand for goods and services in both markets. The trade composition highlights 

complementary strengths: India imports electronics, machinery, and palm oil from ASEAN 

while exporting pharmaceuticals, textiles, machinery, and automotive components. 

In terms of trade balance, ASEAN countries have consistently maintained a surplus with 

India. This is attributed to the high demand for ASEAN’s agricultural and industrial products, 

particularly from Indonesia, Malaysia, and Thailand. On the other hand, India’s exports have 

been bolstered by the pharmaceutical sector, which saw increased demand during the COVID-

19 pandemic. Efforts to diversify the export basket and enhance market access in ASEAN 

countries are ongoing, with sectors like information technology, organic chemicals, and 

renewable energy gaining prominence. 

 

Table 1: India-ASEAN Trade (2019-2022) 
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India’s trade relations with ASEAN are supported by several bilateral and regional 

agreements. The ASEAN-India FTA, which came into effect in 2010, has played a pivotal role 

in reducing tariffs and fostering trade growth. Furthermore, initiatives like the Regional 

Comprehensive Economic Partnership (RCEP), despite India’s withdrawal, continue to shape 

the broader regional trade landscape. Enhanced connectivity through initiatives like the India-

Myanmar-Thailand Trilateral Highway and improved port infrastructure further underpin the 

growing trade volumes. 

3.1 Investment Flows 

ASEAN has emerged as a pivotal partner in the realm of investment flows, both as a 

source and destination for Foreign Direct Investment (FDI). Singapore stands out as a dominant 

contributor, accounting for over 25% of India’s total FDI inflows in 2022 (Reserve Bank of 

India, 2023). This is attributed to Singapore's status as a global financial hub and its deep 

economic linkages with India. Other ASEAN nations, such as Malaysia and Indonesia, have 

also become significant investors in India, particularly in sectors like energy, infrastructure, 

and real estate. 

India’s outbound investments to ASEAN reflect a strategic focus on key sectors such 

as information technology, pharmaceuticals, manufacturing, and renewable energy. Companies 

like Tata Consultancy Services (TCS), Infosys, and Dr. Reddy’s Laboratories have established 

a robust presence in ASEAN markets, leveraging the region’s skilled workforce and strategic 

location. Infrastructure projects, particularly in countries like Vietnam and Myanmar, have 

further solidified India’s economic footprint in ASEAN. 

 

Table 2: FDI Inflows and Outflows (2015-2022) 
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Collaborative investment initiatives, such as the ASEAN-India Investment and Trade 

Promotion Program, have played a crucial role in facilitating investment flows. Additionally, 

the India-ASEAN Business Summit serves as a platform for dialogue, fostering business 

partnerships and exploring new avenues for growth. The focus on sectors like green energy, 

digital infrastructure, and supply chain resilience underscores the evolving dynamics of 

investment relations. 

ASEAN’s role in India’s Act East Policy has further bolstered investment ties. 

Initiatives like the India-Myanmar-Thailand Trilateral Highway and the Kaladan Multimodal 

Transit Transport Project aim to enhance physical connectivity, thereby facilitating greater 

investment opportunities. The emphasis on sustainable and inclusive investments aligns with 

the broader regional goal of achieving economic resilience and shared prosperity. 

Collaborative investment initiatives, such as the ASEAN-India Investment and Trade 

Promotion Program, have played a crucial role in facilitating investment flows. Additionally, 

the India-ASEAN Business Summit serves as a platform for dialogue, fostering business 

partnerships and exploring new avenues for growth. The focus on sectors like green energy, 

digital infrastructure, and supply chain resilience underscores the evolving dynamics of 

investment relations. 

ASEAN’s role in India’s Act East Policy has further bolstered investment ties. 

Initiatives like the India-Myanmar-Thailand Trilateral Highway and the Kaladan Multimodal 

Transit Transport Project aim to enhance physical connectivity, thereby facilitating greater 

investment opportunities. The emphasis on sustainable and inclusive investments aligns with 

the broader regional goal of achieving economic resilience and shared prosperity. 

3.2 Strategic Economic Initiatives 

Act East Policy : India’s Act East Policy, initiated in 2014, represents a significant shift 

in the country's approach to ASEAN, moving from economic integration to comprehensive 

strategic collaboration. The policy emphasizes connectivity, cultural exchange, and capacity 

building to foster stronger ties with ASEAN nations. Major projects under this policy include 

the India-Myanmar-Thailand Trilateral Highway and the Kaladan Multimodal Transit 

Transport Project. These initiatives aim to reduce logistical costs, improve trade efficiency, and 

integrate the economies of South and Southeast Asia. The Act East Policy has also facilitated 

increased people-to-people ties, promoting tourism, education exchanges, and cultural 

programs that complement economic cooperation. 

India-ASEAN FTA Expansion : The ongoing discussions to expand the ASEAN-

India Free Trade Agreement (FTA) to include newer areas such as e-commerce, intellectual 
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property rights, and sustainable trade reflect a shared vision of inclusive growth. This expansion 

aims to address existing trade imbalances, create opportunities for startups, and encourage 

innovation. ASEAN and India are also exploring mechanisms to promote digital economy 

partnerships under the FTA framework. 

Regional Connectivity : India’s commitment to enhancing regional connectivity has 

been evident in its participation in the Master Plan on ASEAN Connectivity (MPAC) 2025. 

This comprehensive plan focuses on sustainable infrastructure, digital innovation, and seamless 

logistics networks. India has invested in upgrading port infrastructure and establishing 

multimodal transport links to better integrate its supply chains with ASEAN economies. 

Additionally, air connectivity agreements with countries like Singapore, Thailand, and Vietnam 

have boosted business travel and tourism, further strengthening economic ties. 

Capacity Building and Development Cooperation : India has initiated several 

programs under its development cooperation framework to support ASEAN’s capacity-

building efforts. Initiatives like the ASEAN-India Science and Technology Development Fund 

and the Training Program for ASEAN Civil Servants aim to enhance skills, promote 

innovation, and foster knowledge sharing. These efforts align with ASEAN’s broader goals of 

achieving equitable development and economic integration within the region. 

 

4. Challenges 

Trade Imbalance : India faces a persistent trade deficit with ASEAN, primarily due to 

the high volume of imports, particularly in sectors like electronics, machinery, and palm oil. 

While ASEAN benefits from India's demand for these goods, India's exports have not kept 

pace, leading to trade imbalances. Diversifying India’s export basket and enhancing market 

access for Indian products in ASEAN countries remain critical challenges. 

Non-Tariff Barriers : Non-tariff barriers (NTBs), including complex regulatory 

standards, customs procedures, and product certification requirements, hinder India's exports 

to ASEAN. These barriers disproportionately impact small and medium enterprises (SMEs), 

which often lack the resources to navigate such obstacles. Streamlining these processes and 

fostering regulatory harmonization is essential for improving trade relations. 

Connectivity Bottlenecks : Despite significant investments in regional connectivity, 

gaps in infrastructure and logistical networks persist. Projects like the India-Myanmar-Thailand 

Trilateral Highway and the Kaladan Multimodal Transit Transport Project have faced delays 
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due to funding issues, bureaucratic hurdles, and regional instability. Addressing these 

challenges is crucial to realizing the full potential of India-ASEAN economic integration. 

Divergent Economic Interests : ASEAN member states have diverse economic 

structures and priorities, which can lead to conflicting interests in trade negotiations. Balancing 

these varying interests while advancing India’s own economic agenda requires careful 

diplomacy and a nuanced approach to policy-making. 

Competition from China : China's deep economic integration with ASEAN poses a 

significant challenge for India. As ASEAN’s largest trading partner, China’s influence in the 

region often overshadows India’s efforts to strengthen its economic ties. India needs to 

differentiate its value propositions and leverage its unique strengths to remain competitive in 

the ASEAN market. 

 

5. Opportunities 

India-ASEAN economic ties present a wide range of opportunities for both regions to 

deepen their cooperation and enhance mutual growth. 

Digital Economy : India and ASEAN have a unique opportunity to collaborate in the 

fast-growing digital economy sector. With India’s robust IT services industry and ASEAN’s 

increasing internet penetration, both regions can benefit from partnerships in fintech, e-

commerce, and digital payments. Platforms like India’s Unified Payments Interface (UPI) and 

ASEAN’s efforts to harmonize digital trade standards offer avenues for enhancing financial 

inclusion and cross-border digital commerce. 

Green Economy : The global push towards sustainability creates a significant 

opportunity for India and ASEAN to jointly invest in green technologies. Collaborative efforts 

in renewable energy, electric vehicles, and sustainable agriculture can not only address climate 

change but also create new economic opportunities. India’s expertise in solar energy, combined 

with ASEAN’s commitment to regional energy security, can lead to transformative 

partnerships. 

Supply Chain Diversification : The COVID-19 pandemic highlighted the need for 

resilient and diversified supply chains. India and ASEAN, with their strategic geographical 

locations, can position themselves as alternative manufacturing hubs. Joint investments in 

logistics, infrastructure, and technology can strengthen their roles in global supply chains, 

reducing reliance on single-source dependencies. 
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Tourism and People-to-People Connectivity : Cultural and historical links between 

India and ASEAN provide a foundation for enhanced tourism and people-to-people ties. 

Initiatives like visa simplifications, tourism promotion campaigns, and joint cultural festivals 

can boost economic activity while fostering goodwill. Leveraging ASEAN’s growing middle 

class and India’s diverse cultural offerings can create a robust tourism sector. 

Education and Skill Development : Collaborative efforts in education and skill 

development offer long-term benefits. Scholarships, research collaborations, and vocational 

training programs can prepare a workforce ready to meet the challenges of Industry 4.0. India’s 

growing ed-tech sector and ASEAN’s focus on capacity building provide a fertile ground for 

joint initiatives. 

Emerging Sectors : New and emerging sectors, such as artificial intelligence, 

biotechnology, and advanced manufacturing, present unexplored opportunities for 

collaboration. Joint investments in research and development, coupled with supportive policies, 

can position India and ASEAN as leaders in innovation. 

 

6. Conclusion 

The India-ASEAN economic relationship is pivotal for regional stability and growth. 

While significant progress has been made, there is ample scope for enhancing bilateral trade, 

investment, and connectivity. A strategic focus on reducing trade imbalances, addressing 

infrastructure gaps, and fostering cooperation in emerging sectors will be instrumental in 

deepening this partnership. 
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