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China has reacted sharply to recent reports that India is pondering over a 

trade deal with Taiwan. Any Indian trade deal with Taiwan will violate “One-

China policy”.1  

Zhao Lijian, Chinese Foreign Ministry spokesman maintains that “there is only one China and 

Taiwan is an inalienable part of China’s territory. The one-China principle is the common 

consensus of the international community, including India, and also serves as the political 

foundation for China to develop relations with any other country”.2 

In May 2020, two members of parliament from the Bharatiya Janata Party (BJP), attended 

virtually the swearing-in of Taiwanese President Tsai Ing-wen for her second term. They 

vowed that “both India and Taiwan are democratic countries, bonded by shared values of 

freedom, democracy and respect for human rights”.3 India has long looked at signing a trade 

deal with Taiwan. However, registering of formal trade deal with Taiwan at World Trade 

Organization would herald the path to trade dispute with Beijing. In the background of 

deteriorating India-China bilateral relations and prevailing border tensions, and Indian trade 

deal with Taiwan would certainly be an added fuel to the fire. New Delhi views trade deal 
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with Taiwan as a win-win situation for both countries, reducing its dependence on China 

and bring in investment from Taiwan in technology and electronics in India that will result in 

enhancement of Foreign Direct Investment FDI in the country.4 

The current government of India is looking forward to attracting investment of $143 billion 

from Taiwan for smart phone production over five years.5Presently, there is a growing 

convergence of interest in both countries. Both states desire to reduce their reliance on 

China and trying to get maximum benefits from each other. India also tries to exploit 

Quadrilateral Security Dialogue or Quad including US, India, Australia, and Japan, in 

strengthening of its economic ties with Taiwan.6 

India has been using the Taiwan card sending signals to China by highlighting Taiwan’s 

National Day in Indian media. Beijing raised strong objections to Indian media coverage of 

Taiwan National Day.7 India’s obsession with China’s fault lines is becoming quite obvious. 

New Delhi is fully cognizant of the fact that Taiwan is the Achilles’ heel of China.8 

India’s Act East Policy (AEP) and Taiwan’s New Southbound Policy (NSP)have also witnessed 

growing similarities.AEP is aimed at reinforcing economic, strategic and diplomatic 

interactions in Southeast Asia and the Asia-Pacific. At the same time, NSP promises to 

increase cooperation and exchange between Taiwan and 18 countries in Southeast and 

South Asia. Both AEP and NSP are intended to enhance regional clout and political and 

economic gains from their economic partners in the region.9 

India amid Covid-19 pandemic has been confronted with economic woes of its own and has 

now been trying to obtain two crucial gains. On one hand, the Modi government is seeking 

alternative economic partner in the region in the shape of Taiwan. On the other hand, 

economic ties of India with Taiwan, by and large, would cause consternation for China as far 

as ‘One China’ policy is concerned. Taiwan, arguably, would prove a lucrative partner for 

India replacing China in the realm of science, technology, and semiconductor 
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manufacturing.10India, on account of cyber security issue has banned Chinese apps and 

exclusion of Huawei from its 5G network. Taiwan, under current juncture, is considered as a 

reliable substitute of China in Indian telecoms industry and a great potential for India’s 

business and consumer needs.11In 2018, both India and Taiwan signed a bilateral 

investment agreement to expand economic ties. According to India’s Department of 

Commerce, trade between India and Taiwan reached $7.2 billion in 2019.12 

It is an established fact that direct confrontation between India and China is not possible nor 

can India defeat China economically, militarily or politically and thus, will try to create 

troubles for China by triggering a trade deal with Taiwan. India seems to be following in the 

US footsteps of violating One-China policy thereby creating new trouble for China in its 

peripheries. 
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