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The first part of this paper concluded with this question: can the borders be 

softened again? Can the age-old relation between the Tibetans and the 

Himalayans be revived?  

The process has started, though it is slow. 

This paper will look at the gains acquired from the reopening of the three 

land ports, but also at the difficulties to return to the booming trade which 

existed between Tibet and India before the invasion of Tibet in 1950 and to 

a certain extent till the Indo-China war of 1962. 

It will also examine the possibility to reopen more land ports in the future, 

mainly in Ladakh (Demchok) and Arunachal Pradesh. 

 

Tibet’s Economic Figures for 2012 

According to a Chinese official website, the Tibetan Autonomous Region is 

economically doing extremely well.  

Here are some ‘official’ figures:  

• Tibet's GDP reached 11.3 billion US $ in 2012, an increase of 12 % 

compared to the previous year (Tibet's GDP was 9.75 billion US $ in 2011 

and 8.75 billion US $ in 2010). 

• Tibet's economy has maintained double-digit growth for 20 

consecutive years.  

• Fixed asset investment have increased by 20.1 %  

• The tax revenues reached 2.26 billion US $ (fiscal revenue grew by 

46%) 

• And Tibet received over 11 million domestic and foreign tourists 

earning 2.13 billion US $  



 

 

Tibet’s Foreign Trade Figures for 2012 

The foreign trade is doing particularly well. On January 23, 2013, Xinhua 

announced that Tibet has registered new records in foreign trade. 

A Chinese government agency reported that the foreign trade of the Tibetan 

Autonomous Region reached more than 3 billion U.S. dollars in 2012 (an 

increase of 152.02 % compared to 2011). It ranks Tibet, first for the trade 

increase among China's provinces percentagewise. Tibet also led the 

national average growth rate. 

If one believes the figures published by China in 2012, the foreign trade is 

booming in the Autonomous Region. 

• Total export trade volume increased by 170%  

• Exports represent 98 % of Tibet's foreign trade, reaching 3.35 billion 

dollars. A spokesman for the customs office of the regional capital of 

Lhasa announced a year-on-year increase of 183 % for the export. 

• The spokesman ascribed the increase in foreign trade to the region's 

improving transportation, fast development of competitive industries 

and ethnic handicraft industry and convenient procedures adopted by 

the customs authorities. 



• Tibet's foreign trade mainly consists of general trade, as well as small-

scale trade in border areas. Tibet mainly exports sheep, wool, Tibetan 

carpets and Chinese caterpillar fungus  

• Its general trade reached 1.73 US billion dollars, accounting for 50.53 

% of its total foreign trade and marking a 359.4 % increase. 

• Nepal, Malaysia and Indonesia were Tibet's top three trade partners in 

2012, recording 1.7 billion US $, 22 million US $ and 19 million US  $ 

dollars in foreign trade with Tibet, respectively. 

• Since 2010, Tibetan cross-border RMB settlement has extended its 

range from Nepal and Hong Kong to seven other countries and 

regions, including Japan, Denmark and Italy.  

Year 
Total Foreign 

Trade Total Exports Total Imports 
in million  

US $ 
in million 

US $ 
in million  

US $ 

1970 1.03 0.14 0.89 

1975 1.81 0.73 1.08 

1980 5 2.55 2.45 

1985 5.59 2.78 2.81 

1990 9.02 5.24 3.78 

1995 5.79 4.89 0.9 

1996 12 9.2 2.8 

1997 3.61 3.29 0.32 

1998 8.05 5.91 2.14 

1999 79.72 71.28 8.44 

2000 108.54 101.89 6.65 



It is not necessary to comment on these figures, except for one point: where 

is the trade with India in this? 

 

Trade with India 

The answer is: it is so minimal that it does not appear in the statistics, 

though it has been for centuries the main activity of the Himalaya frontier 

tracks. 

One can ask: what has happened? 

In October 1950, Tibet was invaded by China; thereafter the traditional 

border passes were progressively closed. 

An effort was done in 1954 to regulate the flow of people and goods through 

the 'Agreement on Trade and Intercourse between the Tibet region of China 

and India', unfortunately better known as the Panchsheel Agreement.  

Article II of the Agreement dealt with the Trade Agencies: “The High 

Contracting Parties agree that traders of both countries known to be 

customarily and specifically engaged in trade between Tibet Region of China 

and India may trade at the following places: The Government of China 

agrees to specify (1) Yatung, (2) Gyantse and (3) Phari as markets for 

trade. The Government of India agrees that trade may be carried on in 

India, including places like (1) Kalimpong, (2) Siliguri and (3) Calcutta, 

according to customary practice.” 

Some trade marts were also defined: “The Government of China agrees to 

specify (1) Gartok, (2) Pulanchung (Taklakot), (3) Gyanima-Khargo, (4) 

Gyaniina-Chaltra, (5) Ramura, (6) Dongbra, (7) Puling-Sumdo, (8) Nabra, 

(9) Shangtse and (10) Tashigong as markets for trade”. 

The Agreement was opened for modifications, the same article states: “The 

Government of India agrees that in future, when is a accordance with the 

development and need of trade between the Ari [Ngari] District of Tibet 

Region of China and India, it has become necessary to specify markets for 



trade in the corresponding district in India adjacent to the Ari District of 

Tibet Region of China, it will be prepared to consider on the basis of equality 

and reciprocity to do so.” 

Perhaps more importantly, Article IV defined the border passes: “Traders 

and pilgrims of both countries may travel by the following passes and route: 

(1) Shipki La pass, (2) Mana pass, (3) Niti pass, (4) Kungri Bingri pass, (5) 

Darma pass, and (6) Lipu Lekh pass.” 

The strange thing is that soon after the Agreement was inked, China claimed 

that some of these passes (i.e. Shipkila) were not border passes, but located 

within China’s territory; Article IV only indicated the route through which 

traders could enter India, according to Beijing. 

The Agreement was valid for eight years, and due to the mounting tension 

on the borders between the two countries, it was never renewed. 

As the result of the 1962 border war and the non-renewal of the Agreement, 

trade between ‘Tibet’s Region of China’ and India came to an end. 

It is only after the historic visit of Prime Minister Rajiv Gandhi to China in 

December 1988, that a “Protocol for Resumption of Border Trade” was 

signed. 

It was followed by a “Memorandum between the Government of the Republic 

of India and the Government of the People’s Republic of China on 

Resumption of Border Trade” in 1991; a “Protocol between the Government 

of the Republic of India and the Government of the People’s Republic of 

China on Custom Regulation, Banking Arrangements and Related matters for 

Border Trade” was signed in 1992; and then a “Protocol between the 

Government of the Republic of India and the Government of the People’s 

Republic of China on Entry and Exit Procedures for Border Trade, 1992” and 

finally another “Protocol between the Government of the Republic of India 

and the Government of the People’s Republic of China for Extension of 

Border Trade across Shipki La Pass” in 1993. 



The Memorandum on the Resumption of Border Trade of 1991, states that 

both sides have agreed to resume border trade on the basis of equality and 

mutual benefit.  

According to the MoU, the border trade included overland trade and the 

exchange of commodities by the residents along the border between the 

Tibet Autonomous Region of China and the (then) State of Uttar Pradesh as 

well as other areas as may be mutually agreed upon from time to time.  

 

Trade through Lipulekh Pass  

Following the Sino-Indian agreement of 1992, trade through Lipulekh Pass in 

the Pithoragarh district of Uttarakhand became an annual feature.  

The trade usually formally opens on May 1 and closes on October 31. 

The Trade Protocol between the two countries provides for further expansion 

and diversification of trade between the two countries. “…Both sides have 

agreed to encourage direct trade between the two countries. They have also 

agreed to promote the exchange of delegations in specific areas and to 

encourage their respective trade organisations and traders to explore 

possibilities of promoting bilateral trade through various forms of trade and 

cooperation.” 

It was the first time that a pass reopened after the 1962 Indo-China war and 

the subsequent shutting down of the Himalayan borders.  

In 2012, according to the Trade Officer at Dharchula: “The Indian traders 

have imported mainly Tibetan pashmina wool, yak butter, Tibetan goats and 

sheep, while they have exported sugar candy, coffee, tobacco and woolen 

clothes.” 

Chinese traders did not come to the Indian market at Gunji because the road 

was not good on the Indian side; the infrastructure at Gunji left much to be 

desired. 



According to the Commissioner, Kumaon, the Indian traders imported goods 

worth Rs 1.84 crores (0.34 US million $) while they were only able to export 

material worth Rs 88.44 lakhs (0.16 US million $). In 2011, the imports 

were worth Rs 1.49 crores, while the export was of Rs 1.12 crores.  

Official figures shows that 57 Indian traders went to Taklakot on the Chinese 

side, most of them were dealing in ‘gur’ and ‘mishri’ while 6 Chinese traders 

visited India. The Trade Officer at Dharchula said: “There has been a change 

in the perception of the trade since 2003, the Chinese traders would [then] 

come to the market on the Indian side at Gunji.”  

Before 1962, the trade route through Shipki-la was used for barter trade in 

food grains, butter, salt, wool, woolens, high value spices, precious stones 

like turquoise as well as gold. 

The pass was also the official pilgrimage routes for Kailash-Mansarovar. 

From the start the response has been quite poor. 

The Jawaharlal Nehru University’s scholar, Dr. Swaran Singh wrote: “Since 

then the negotiations [between India and China] on border trade had come 

to a virtual halt in face of distrust and it was to take nearly a decade for 

them to finally sign an MoU opening their third border trade route between 

border trade markets of Changgu (in India’s Sikkim) and Renqinggang 

[Rinzingang] (in China’s Tibet) through the Nathu La Pass in the eastern 

sector of their border.” 

But before this historic move, a second pass was opened in 1994. 

 

Trade through Shipki La in Himachal Pradesh 

Shipki-la is the second land ports between India and China. The pass is 

located in Kinnaur district of Himachal Pradesh (31°49′ N, 78°45’ E) 

The closest village is Khab; the river Sutlej enters India near Shipki-la.  



After the signature of a protocol for Extension of Border Trade across Shipki 

La Pass was signed in September 1993, the Shipki-la trading post was 

opened in 1994.  

The border trade is conducted through Namgya Shipki-la village in Pooh sub-

division of Kinnaur of Himachal Pradesh. 

The border post is usually opened for international trade in September and 

closed for winter by the end of November 30. 

The trade agreements between India and China allow the residents of the 

Tibetan Autonomous Region and of Kinnaur district living along the border 

areas to import-export some selected 30 items only. 

The items allowed for export through Shipki la are: Agricultural Implements, 

Blankets, Textiles, Copper Products, Clothes, Cycles, Coffee, Tea, Barley, 

Rice, Flour, Dry Fruit, Dry & Fresh Vegetables, Vegetable oil, Gur and Misri, 

Tobacco Snuff, Cigarettes, Canned food, Agro-chemical Local Herbs, Dyes, 

Spices Watches, Shoes, Kerosene oil, Stationery, Utensils and Wheat. 

The following items can be imported from China to India: Raw Silk, Goat, 

Sheep, China clay, Wood, Utensils, Textiles (mostly readymade garments) 

and shoes. 

The poor quality of the infrastructure and the limited list of permissible items 

restrict the border trade which was once flourishing. 

In 2012, goods worth Rs 90 lakhs were exported by the 45 Indian traders 

who made 180 trips into Tibet through the pass.  

From Tibet’s side, goods worth Rs 62 lakhs were imported into India. 

On July 24, 2012, The Times of India reported: “Indo-China trade through 

Shikpkila pass of Kinnaur district has failed to gain momentum over the 

years despite the fact that border trade through this point was resumed 

following the signing of protocol for extension of border trade to Shipkila 

pass in September 1993.” 



While during the previous year some 19 traders had crossed over to Tibet, 

only one trader has applied in 2012.  

 

Why these poor results? 

The answer is mainly because the Government of India had complicated the 

procedure and requested the trader to obtain import-export code number. 

For the Government, the code would help the traders to import or export 

goods without paying custom duty and without having any ceiling on the 

products, but is the extra bureaucratic burden worthwhile for the petty 

traders? 

A local official told The Times of India: “So far only one trader from 

Tashigang village has applied we hope in the coming days others too would 

apply for the code. …Indian traders are allowed to go upto Shipki village of 

China only from there it is Chinese villagers who travelled inside China to 

200-250 km to bring the goods listed by Indian traders.” A rather complicate 

system!  

The Indian officials however believe that the introduction of an export code 

would raise the amount of trade, “as goods of large value would be 

exchanged”. 

It is less than sure, though the Government of India added five more items 

in the import list while seven new items have been included in the export 

list.  

Sarchander Negi, the General Manager of the Kinnaur Industries Corporation 

argued in favour of the code: “This would make the trade more lucrative and 

boost the trade prospect in future as more items have been added in the 

import and export list." 

The problem is that before the actual trade takes places in September, 

October and November, three entire months are consumed in completing the 

bureaucratic formalities and ‘security’ clearances. 



All this shows that the Indian Government is not really interested to promote 

the exchanges between India and Tibet.  

 

The Opening of Nathu-la 

After another ‘historic’ visit to China by the Indian Prime Minister Atal Bihari 

Vajpayee in June 2003, talks started on the resumption of border trade in 

Nathu-la. A year later, during the Indian Defence Minister's visit to China a 

formal decision to open Nathu-la pass for trade was taken.  

The opening, originally scheduled for October 2, 2005 was postponed due to 

last-minute infrastructure problems on the Chinese side. Finally, Nathu-la, 

sealed in 1962, was opened on July 6, 2006. 

Nathu-la connects the Indian state of Sikkim with China's Tibet Autonomous 

Region. The pass, at 4,310 m (14,140 ft) is located 54 km east of Gangtok. 

Nathu means ‘listening ears’. 

The move had a strategic implication as analysts believe that it signaled 

Beijing’s implicit recognition of Sikkim as part of India. This is debatable.  

It was however hoped that the reopening of the border trade route would 

give a major boost to local economies. This has not really been the case for 

different reasons that we shall analyze. 

The border trade remains rather small in volume, but plays a significant role 

in enhancing economic cooperation. It also contributes to generate 

opportunities for the export of the commodities across the bordering 

provinces/states of the two countries. 



 

This photo shows this importance attached by China to the reopening of 

Nathu-la. Apart from a senior official from the Ministry of Foreign Affairs of 

China (2nd left), other dignitaries are Jampa Phuntok, then Vice-Chairman, 

Autonomous Region People's Government Tibet Autonomous Region and 

today Vice-Chairman, 12th Standing Committee of the National Peoples’ 

Congress; Ambassador Sun Yuxi, the then Chinese Ambassador in India; 

Zhing Qingli, then Party Secretary of the Tibetan Autonomous Region; Hao 

Peng, then Deputy Party Secretary of the Tibetan Autonomous Region, 

today, Governor of Qinghai Province and Padma Choling, Member, CCP’s 

Central Committee and today senior-most Tibetan in the Party). 

 

The list of items that can be exported from India to TAR are Agriculture 

Implements, Blankets, Copper products, Clothes, Cycles, Coffee, Tea, 

Barley, Rice, Flour, Dry Fruits, Dry and Fresh Vegetables, Vegetable oil, Gur 

and Misri, Tobacco, Snuff, Spices, Shoes, Kerosene oil, Stationery, Utensils, 



Wheat, Liquor, Milk Processed Product, Canned Food, Cigarettes, Local 

Herbs, Palm oil and Hardware.  

The items that can be exported from TAR to Sikkim are Goat Skin, Sheep 

Skin, Wool, Raw Silk, Yak tail, Butter, China clay, Borax, Seabelyipe, Goat 

Kashmiri, Common salt, Yak hair, Horse, Goat and Sheep. 

Dr. Swaran Singh explained the historical background in the 1960s: “This 

was followed by deterioration of their bilateral relations and their border war 

in 1962 which was to result in a decade-long freeze in their diplomatic 

interactions. However, things were to change from early 1970 and, it is in 

this new context of China-India rapprochement that two sides have once 

again revived their border trade as their tool for building mutual confidence 

towards resolving their long-standing boundary question.” 

Swaran Sigh rightly sees the border trade and particularly the opening of the 

Nathu-la pass between India and China in a positive perspective: “It is in 

this backdrop that their opening of one of the most critical border trade 

route through Nathu La (pass) since June 2003 clearly underlines their 

coming of age to recognising border trade as the most potent tool not only 

for achieving cost-effective development in their generally inaccessible 

border regions in cis-Himalayas but also for using peace and tranquility so 

achieved for building mutual confidence and thereby facilitating the 

resolution of their long-standing boundary demarcation problem.” 

In his research, Swaran Singh examines the economic, political and cultural 

dimensions of the opening of Nathu La border trade route and he highlights 

“the potential of this new trade route and border trade in general in 

strengthening their resolve to deal with their complicated boundary 

question.” 

Unfortunately, this has not turned entirely true, though for different reasons. 

Two years after the signing of the Agreement to reopen Nathu-la, Swaran 

Singh wrote: “Their recent signing of the April 2005 ‘general parameters’ 



agreement for their boundary settlement, their opening of a third border 

trade route through Sikkim in July 2003, and now their discussions for 

evolving a China-India Free Trade Area (FTA) remain some of the examples 

which have been accompanied by a reduction in forces deployment on their 

border and revival of several cottage industries among border communities 

in remote and inaccessible regions. Apparently, policy-makers from both 

sides have begun to increasingly focus on the social and political spin-offs of 

their bilateral trade. The last five years have witnessed China-India trade 

quadruple and the expectation that it will reach US$30 billion by 2010 

appears increasingly credible.” 

Swaran Singh believed: “Put together with their allegedly flourishing 

unofficial trade (read smuggling) and the opening of Nathu La trade point 

China-India border trade is expected to reach anywhere around Indian 

Rupees 500 million (i.e. over 10 million US $). In fact, institutionalizing 

border trade is also expected to cast death knell for all illegal trade which 

has intrinsic links with insurgencies and crime in general.” 

The fact is that ‘unofficial trade’ has not stopped, on the contrary. A few 

minute walk on M.G. Road in Gangtok, Sikkim shows that ‘death knell’ of 

smuggling is still far away.  

The trade official figures for 2012 are: import from China 1.2 million US $ 

and export to China, 0.2 million US $, far from the projected figures 20 

years ago.   

Ten years ago, Singh analyzed thus the new opening: “the real significance 

of China-India border-trade lies in intangibles and its real significance must 

be viewed beyond trade statistics or profit motive”.  

He quoted a political commentator about the five-fold economic benefits that 

should have accrued from opening of Nathu La pass.  

These five points can thus be summarized: 



• Flourishing two-way trade: The northeastern states and indeed the 

eastern states of India could tap the Chinese market for their products 

and look at it as a more effective land route.  

• Supplying Intermediate products: India becomes a new sourcing point for 

intermediary products which could feed Chinese factories for production 

of manufactured goods.  

• A fillip to agro exports: This entire region is a region rich in agricultural 

and forest produce. Eastern India has five agro export zones, and one in 

the northeast in Tripura would have a whole new market to access for 

agro and agriprocessed food and related agro-industries. 

• Accessing third markets: Partnerships and joint-venture collaborations 

could help in accessing export marketing network to third countries.  

• Tourism and Travel: Tourism could thrive in this region with land routes 

readily available. This could be developed into an integrated international 

tourist circuit. The whole border region is no doubt picturesque.  

Swaran Singh concluded that all this remains easier said than done, mainly 

due to serious pockets of resistance, skepticism. He added technical pitfalls 

and very serious security considerations.  

One can still see the pitfalls today, the trading remains practically nil at the 

Nathu-la port.  

We have extensively quoted from Swaran Singh’s research because very few 

serious studies are available on the subject of border trade. Another study 

by the Institute of Peace and Conflict Studies (IPCS) is worth mentioning. 

The IPCS recently constituted a task force to prepare a roadmap on ways to 

increase the economic engagement between India and China and their 

neighbours particularly Nepal and Myanmar. 

The Task Force wanted to work on a strategy for an inclusive growth of the 

trade putting emphasis on the bordering regions. At the end of the study, its 



main recommendation is to accelerate the pace of reforms in the border 

areas to improve connectivity and trade opportunities. 

According to the IPCS report “Trans-Himalayan Trade and Development 

2020: Looking Beyond Nathu La”, India has a window of opportunity 

presented by the current economic and political situation in the region in 

which to maximise the benefits and prevent, development from bypassing its 

communities in these regions.” It believes that India’s attempts at 

facilitating economic exchanges with China can benefit all in Southern Asia. 

The report suggests a three tier approach – at domestic, sub-regional and 

bilateral; and at three levels – and to expand the current level of economic 

interactions, build infrastructure and trade corridors within India and across 

the India-China border.  

It is, of course, an ambitious project and if a small percentage could 

materialize, it would be a great step forward to enhance the border 

exchanges. 

 

Trade with Nepal 

While the border trade between India and China is stagnating, Nepal has 

recently become Tibet's most important trading partner. 

It is interesting to compare the difference of results between China’s two 

neighbours. 

On July 15, 2012, Gao Yinhua, an official with the TAR's Commerce 

Department stated that with better transport infrastructure, the bilateral 

trade has enjoyed a boost in recent years and Nepal is today the most 

important trading partner of Tibet.  

Bilateral trade accounted for more than 70 % of Tibet's total foreign trade 

volume in 2011. The official asserted that bilateral trade skyrocketed to 945 

million U.S. dollars in 2011, up 86.2 percent year-on-year basis.  



In 2000 the trade volume between Nepal and Tibet was only 200 million U.S. 

dollars, while it was 60 million dollars in 1997. 

Gao described the three characteristics of the bilateral trade: First, trade 

volume between Tibet and Nepal has been rising drastically in recent years. 

This is particularly true for small-scale border trade. Tibet's export volume to 

Nepal is more than 90 percent of its total export through all regional 

borders. 

Then, trade fairs have played a crucial role in boosting bilateral trade. The 

13th economic and trade fair held in Kathmandu in 2011.During the fair 12 

trade contracts for some 10 million U.S. dollars were signed. 

Finally, Gao explained China and Nepal have conducted regular dialogues to 

promote their trade. Trade officials of the Tibet government have met with 

their Nepal counterparts in 2010, 2011 and 2012. It greatly facilitated 

bilateral trade. 

In May 2011, the website China Tibet Online reported that the Second Trade 

Conference of China Tibet-Nepal Coordination Committee was held in 

Katmandu. He was attended by Ye Yinchuan, Assistant Secretary-General of 

Tibet Autonomous Region. 

Ye mentioned the achievements made by both sides since the committee's 

first conference held in 2009. The Tibet delegation headed by Ye Yinchuan 

discussed the so-called ‘hot issues’ including tax-free trade zone, 

transportation upgrade, trade imbalance and the 13th Tibet-Nepal Trade 

Negotiation Conference. 

The first conference was held in Lhasa in April 2009  

Interestingly, the Chinese website mentioned that “the Tibet Autonomous 

Regional Government has been stepping up its efforts to develop the ports of 

entry as the border trade between Tibet and Nepal and India is growing fast. 



While the infrastructure on the Tibet-India’s border is stagnating, the large-

scale upgrading of the Chinese-Nepal Highway allows the Zham land port on 

the Tibet-Nepal border to be reached by bus from Lhasa in one day. 

The construction of a new joint customs inspection building in Zham was 

also completed. 

The Kyirong Port of Entry received a total funding of 175 million U.S. dollars.  

A Chinese website points out that with the construction of the Lhasa-

Shigatse branch line of the Qinghai-Tibet Railway, the cost of transportation 

between Yadong [Yatung, Chumbi Valley] and other parts of Tibet will fall 

substantially. 

 

Is there a political will to improve border trade? 

During the recent visit of Premier Li Keqiang to India, PTI reported “Tibet 

could emerge as trade route for Sino-India commerce”. 

Quoting a Chinese expert, PTI stated: “Promising to further open up China's 

huge market to Indian products to bridge the ballooning trade deficit, Tibet 

could emerge as the trade route between the two countries.”  

Wang Rui, a researcher at a Commerce Ministry think tank mentioned that 

the Chinese Commerce Ministry was studying a proposal “to set up new 

comprehensive economic cooperation zones in Tibet, to link the two biggest 

emerging economies and to strive to meet the India-China trade target of 

$100 billion by 2015.” 

Wang, who is associated with the Chinese Academy of International Trade 

and Economic Cooperation told The China Daily that the biggest obstacle to 

improving the negotiations is the trade imbalance between the two nations. 

Some Indian officials apparently indicated that Jelep-La, through Kalimpong 

in West Bengal was considered as another route that could be explored for 

cross-border trade. 



Had border trade in mind when Premier Li Keqiang asserted during a 

banquet at the China-India Commercial Summit: “There are solutions to 

helping the two countries maintain rapid growth in bilateral trade and 

investment …China and India are discussing boosting an equal and fair 

environment to promote two-way trade and investment.” 

He also said that China was “committed to addressing the trade imbalance 

with India.” 

Can the border trade help? It is doubtful. 

The political does not seem to be present in India and China to make the 

border trade a priority, though the Joint Statement issued during the visit of 

Premier Li to India mentions that both parties agree: “to promote trade, 

personnel movement and connectivity across the border, the two sides 

agreed to consider strengthening border trade through Nathu La Pass.” 

‘Agree to consider’ is not a vey dynamic way to approach the issue. 

 

Opening other passes 

Opening new land ports between India and Tibet is an interesting proposal. 

It would also be a way to ‘fix’ the borders between the two countries. 

Nathu-la is a good example, though the trade is not flourishing, the situation 

on the border is peaceful; it was the case in 1960s when several flare-ups 

occurred. A significant advantage of opening the border trade is that it 

forces the States involved to precisely delineate their boundaries.  

On another front, some good news recently came in. 

On March 9, 2013 Delhi has approved the opening up of a Border Haat at 

Pangsau Pass along the Indo-Myanmar border in Changlang district of 

Arunachal Pradesh to boost border trade with South-East Asia. 

Will it pick up? Nothing is less sure. 

 

 



Conclusion 

To conclude, it is worth recalling an amusing story about the term 'petty 

trade'. At the time of signing the Panchsheel Agreement in 1954 and despite 

the nice preamble (The Five Principles), the two delegations were miles 

apart.  

A telling incident shows how little confidence there was between India and 

China. In the Hindi version of the Agreement, the Indian translators had 

written chhota mota vyapar for ‘petty trade’.  

Chhota means ‘small’ and mota, ‘fat’ or ‘big’. The Chinese Hindi expert could 

not reconcile the two contradictory words. He did not realise that it was a 

widely used idiomatic Hindi phrase for ‘petty’. He thought that there was 

some trick behind the term. It took two weeks to convince the Chinese that 

the term chhota mota was correct. They finally accepted it only after having 

cross-checked with their embassy in Delhi. 

The problem is the trade is chhota for India and mota for the Chinese side. 

   



Memorandum between the Government of the Republic of India and 

the Government of the People's Republic of China on Expanding 

Border Trade, 23 June 2003 

 

The Government of the Republic of India and the Government of the People's 

Republic of China (hereinafter referred to as the two sides),  

 

With a view to promoting the development of friendly relations between the 

two countries and two people's,  

 

Pursuant to the Memorandum between the Government of the Republic of 

India and the Government of the People's Republic of China on the 

Resumption of Border Trade signed on 13 December 1991, and Protocol on 

Entry and Exit Procedures for Border Trade signed on 1 July 1992,  

 

Desirous of opening another pass on the India-China border and setting up 

an additional point on each side for border trade,  

 

Have agreed as follows: 

 

Article I 

The Indian side agrees to designate Changgu of Sikkim state as the venue 

for border trade market; the Chinese side agrees to designate Renqinggang 

of the Tibet Autonomous Region as the venue for border trade market.  

 

Article II  

The two sides agree to use Nathula as the pass for entry and exit of persons, 

means of transport and commodities engaged in border trade. Each side 



shall establish checkpoints at appropriate locations to monitor and manage 

their entry and exit through the Nathula Pass.  

 

Article III 

All the provisions of the Memorandum on the Resumption of Border Trade 

signed between the two Governments on 13 December 1991 and the 

Protocol on Entry and Exit Procedures for Border Trade signed between the 

two Governments on 1 July 1992 under the Memorandum shall also be 

applicable to the border trade through the Nathula Pass. 

 

Article IV  

This Memorandum may be amended or supplemented by agreement in 

writing between the two sides.  

 

Article V  

 

This Memorandum shall come into force as from the date of its signature and 

shall be valid during the validity of the Memorandum on Resumption of 

Border Trade signed between the two Governments in New Delhi on 13 

December 1991.  

 

Done in Beijing on 23 June 2003 in two originals each in the Hindi, Chinese 

and English languages, the three texts being equally authentic. 

 

For the Government of the Republic of India  

 

For the Government of the People's Republic of China 

 

  



 

  



Institute of Peace and Conflict Studies (IPCS) 

 

The IPCS Task Force recommends the various ministries of the Union 

Government and the concerned State governments to:  

1. Engage in a three tier approach at three levels  

1.a. Engage in a three tier trans-Himalayan approach at domestic, 

subregional and bilateral levels.  

 

Three Tiers  

1.b. In the first tier, improve the inter and intra-state infrastructure 

along the India-China border in all states starting from J&K to India’s 

Northeast.  

1.c. In the second tier, improve connectivity between India’s border 

states with neighbouring countries along the India-China border, 

especially Nepal, Bhutan, Bangladesh and Myanmar.  

1. d. In the third tier, expand connectivity in the border areas for trade 

with China and beyond.  

 

Three Levels  

1.e. At the first level, expand the existing border trade by increasing 

the number of items on the permissible list and encourage trade-

inservices.  

1.f. At the second level, build corridors between the rest of India and 

the region, to facilitate the movement of people and goods with border 

points along the India-China border.  

1.g. At the third level, explore opportunities of constructing “India-

China Friendship Highways” to facilitate bilateral trade in future and 

also for “trade corridors” linking the rest of South Asia (mainly Nepal, 

Bhutan and Bangladesh) and Southeast Asia.  



 

2. Build infrastructure and improve backward integration  

2.a. Build adequate physical infrastructure within each state along the 

India-China border and improve road, rail and air connectivity.  

2.b. Build dry ports and airports in the above states with adequate 

infrastructure to engage in trade with China and other neighbouring 

countries.  

2.c. Create more trade depots along the trans-Himalayan region that 

would assist the movement of people and goods at the aforementioned 

second and third levels of interactions.  

2.d. Within Sikkim, construct alternative routes between the entry 

point (Rang Po) and the two passes – Nathu La and Jelep La. Create 

adequate infrastructure in Rang Po as a trade depot and connect the 

town with the border points and the rest of India.  

2.e. Augment local capacities within the states to address expansion of 

trade and to ensure that development benefits the local communities.  

2.f. Promote language and entrepreneurial skills and encourage local 

traders in the border states to interact with the border regions of 

neighbouring countries including China, especially Tibet. This can be 

addressed by setting up educational institutions on both sides catering 

to local needs.  

2.g. Build better facilities at the trading points/marts along the border 

with sufficient space, accommodation, banking and communication 

facilities.  

2.h. Hasten the work on road infrastructure and encourage public-

private partnership, and consider foreign assistance that would be 

based on “Build-Operate-Transfer” mode to ensure timely completion 

of road and related infrastructure projects.  



2.i Create appropriate trade corridors and link the border states with 

the rest of India, especially golden quadrilateral, including the ports of 

Kolkata, Mumbai and Vishakhapatnam.  

2.j. Upgrade existing airfields in the border states for the use of light 

aircrafts for the movement of passengers and freight. Also hasten the 

work on airport in Pakyong, Gangtok.  

 

3. Expand the trade basket of Nathu La border trade  

3.a. Undertake a market survey in Tibet and other neighbouring 

regions in collaboration with the local Chambers of Commerce across 

the trans-Himalayan region.  

3.b. Since the current list of tradable items across Nathu La is 

inadequate (despite the recent upgrade) to benefit the local 

communities, the trade basket should be expanded.  

3.c. Both governments should ensure the creation of trade 

representations and offices in each other’s territories.  

3.d. Create “Export Promotion Zones” within Sikkim and neighbouring 

states.  

3.e. Reduce the rhetoric and fear of being flooded by cheap Chinese 

products along the border regions.  

3.f. Organise regular “Trade Fairs” and revive the old ones along the 

border points.  

 

4. Engage in Trade-in-Services  

4.a. Promote the tourist potential of the border states and make use of 

the charm of the Himalayas and Buddhist circuits among the 

international tourists.  

4.b. Engage with Beijing to open the Kailash-Mansarovar route via 

Demchok in Ladakh, J&K.  



4.c. Engage Beijing towards launching a “Gangtok-Lhasa Friendship 

bus service”.  

4.d. Encourage tourism along the above two axis targeting both 

international and domestic tourists.  

4.e. Develop the potential of medical tourism.  

4.f. Promote educational services like IT, English language and hotel 

management.  

4.g. Consider the feasibility of a “Trans-Himalayan Energy Grid”.  

 

5. Remove Travel Restrictions within Border States  

5.a. Remove travel restrictions for Indian nationals within the border 

states, especially in Ladakh and Sikkim.  

5.b. Subsequently, remove the Inner Line Permit system.  


