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A COMPARATIVE STUDY OF INDIA AND CHINA ECONOMIC RELATION WITH SPECIAL REFERENCE TO 

STOCK MARKET IN THE 21st CENTURY 
 

JOHN MANG MUAN LIAN ZOU 

RESEARCH SCHOLAR 

DEPARTMENT OF COMMERCE 

MANIPUR UNIVERSITY 

CANCHIPUR 

 

ABSTRACT 
The present study aims at assessing and analysing the status of Indo-china economic development and economic co-operation and the various reforms that takes 

place in the 21st Century. The data has been collected from various sources like magazines, prominent authors, articles, internet, etc., and will be mainly of secondary 

data. Several studies have highlighted the role of import and exports in facilitating economic transformation. The market alone has the capability to match the 

demand and supply of money required for productive investments in the economy. All these reasons make the development of a stock market very important for 

economic growth. India and china are two different countries with different political, economic and socio-economic backgrounds. While China continue to occupy 

the centre stage in global economy, it would be interesting to observe whether India emerges to be the new powerhouse.  Hence, the present study has been 

proposed. 

 

KEYWORDS 
Indo-china, economic development, stock market, economic growth, economic reforms. 

 

INTRODUCTION 
 comparison between India and China in the global economy seems almost natural since both the country emerged as the major player in world affairs in 

the 21st Century. However, at the end of the century, comparisons mark the dissimilarity in all areas given China’s phenomenal and sustained economic 

growth over the last 20 years. India and China have both successfully make their presence felt in the global economy in the 21st Century. Goldman Sachs 

believes that China would become the world biggest economy by 2050 and India would occupy the second position. However, both the country have to tackle 

various challenges. 

India and China are two different countries with different political, economical and socio-economic backgrounds. Hence, both the countries have adopted different 

model for development. The 21st Century witnesses the economic growth of the Asian countries and it would be interesting to observe whether India would 

emerge to be the powerhouse. 

 

OBJECTIVES OF THE STUDY 
1. For assessing and analysing the status of Indo-china economic development that takes place in the 21st Century.  

2. To compare the economic growth and development between India and China. 

3. To find out the growth model in Stock Market adopted by India and China. 

4. To evaluate and bring possible measures of the finding. 

 

RESEARCH METHODOLOGY 
The present study is descriptive in nature. The data has been collected from various sources like the internet, annual reports, prominent authors, magazines and 

journal, etc. and mainly confined with secondary source for accessing and analyzing. 

 

REVIEW OF LITERATURE 
Swamy (1973 &1989) tries to compare the economic growth of India and China in both his works on economic Growth: India and China. He tries to analyse the 

reasons as to why India and China (the developing countries) did not respond to the forces of Industrial revolution and modern economic growth. 

Balla’s (1992) work. Uneven development in the Third: A study of China and India is Comprehensive study of comparative development experience of China and 

India. It makes distinction between the strategies adopted for the achievement of development and the outcome of development. In analyzing strategies adopted 

by both nations Bhulla seeks to focus on the degree of uneveness that is the deviation from what may he considered balanced development of different entities 

such as production sector, industries, geographical, etc. 

Patel’s (1994) work Indian Economy: Towards the 21st century. Traces the path of development in his analysis on planning. He analyse that though Indian Achieved 

economic progress domestic inequalities of income, wealth and economic power had widened. So India’s share in the world economy. Its share in world income, 

industry, trades and agriculture has fallen sharply. 

Dreze and Sen (1995) in their work entitled India: Economic Development and social opportunity analysed the task of economic development in India in a    

perspective in which social as well as economic opportunities have central roles, tries to compare Indian experience with that of China.    

 

STOCK MARKET: FOUNDATION OF THE FINANCIAL SECTOR 
A capital market is a market for trading securities and bonds and it serves as an important source for both companies and government for raising long-term funds. 

Apart from this, a well-developed stock market serves mainly two other purposes: 

1. It helps in channeling household savings into investment. 

2. It helps the investors in diversifying and thus lowering their risks. 

A smoothly functioning stock market ensures that capital is channelized to its most efficient and profitable use. 

 

THE IMPORTANCE OF CAPITAL MARKET-LED GROWTH 
India like the US and the UK, has always on the development of Stock Markets to encourage growth in the economy. On the other hand, China has followed the 

East Asian economies, Russia and Eastern Europe by relying more on its banking system for funding economic growth. 

A well-developed stock market is considered to be more efficient in allocating capital than a banking system, thus ensures free flow of capital for economic growth. 

 

INDIA AND CHINA STOCK MARKETS COMPARISON 
India has a far richer experience in having and managing stock markets than China, with 23 recognized stock exchanges across the country. India has the oldest 

stock exchange in Asia, the Bombay Stock Exchange (BSE) which was set up in 1875. The National Stock Exchange (NSE) which was set up in 1990s is the world 

third largest stock exchange in terms of transactions.  

A
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The official stock markets of China were set up in Shanghai and Shenzhen only in 1990 and 1991 respectively. The primary purpose is to provide the public an 

opportunity to diversify their investment portfolios or to hedge their future risk. However, listing of the companies in China is controlled by the government at all 

the three levels: Central, Provincial and Local. 

The China Stock Market (SSE Composite) decreased to 4229.26 Index points in May from 4441.65 Index points in April of 2015. Stock Market in China averaged 

1726.41 Index points from 1990 until 2015, reaching an all-time high of 6092.05 Index points in October of 2007 and a record low of 99.98 Index points in December 

of 1990. 

The India Stock Market (SENSEX) decreased to 26717.37 Index points in May from 27011.31 Index points in April of 2015. Stock Market in India averaged 6792.30 

Index points from 1979 until 2015, reaching an all-time high of 29681.77 Index points in January of 2015 and a record low of 113.28 Index points in December of 

1979. 

 

COMPARISON OF INDIA-CHINA GDP GROWTH 
According to a United Nations report, India's economic growth is projected to surpass China's in 2015-16. GDP is expected to grow by 7.7 per cent in 2016, the 

report said. The mid-year update of the UN World Economic Situation and Prospects (WESP), released on Tuesday, said India's economy is projected to grow by 

7.6 per cent this year and 7.7 per cent in 2016, overtaking China. China is projected to grow by 7 per cent in 2015 and 6.8 per cent next year.  

FIIs, with a cumulative investment in Indian stocks of about $300 billion at market value, are looking at other emerging stock markets for returns and no longer 

treat India as the most preferred destination as they did last year, and even the beginning of this year. FII net outflows gave been of the order of Rs 12,500 crore 

over the past month. The stock market index has seen the biggest correction of 10 percent in a short time. This has caused speculation whether the markets are 

slipping into a bear phase. But what is indeed worrisome is India is probably the worst performing stock market among emerging economies this year. This is in 

sharp contrast to the view taken by the big FIIs that the Modi government reforms could trigger a multi-year bull run in India. Now the same FIIs are shifting the 

weightage of their global allocation to China where the stock markets have shown 30 percent growth since January. India's Sensex growth remains in negative 

territory. Even FII inflows, which primarily influence market movement, are flat to negative since January. 

 

FIG. 1 

 
 

FIG. 2 

 
 

FIG. 3 
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FINDINGS AND SUGGESTIONS 
The Gross Domestic Product (GDP) in India expanded 7.50 percent in the fourth quarter of 2014 over the same quarter of the previous year. GDP Annual Growth 

Rate in India averaged 5.83 percent from 1951 until 2014, reaching an all-time high of 11.40 percent in the first quarter of 2010 and a record low of -5.20 percent 

in the fourth quarter of 1979. GDP Annual Growth Rate in India is reported by the Ministry of Statistics and Programme Implementation (MOSPI). 

The Gross Domestic Product (GDP) in China expanded 7 percent in the first quarter of 2015 over the same quarter of the previous year. GDP Annual Growth Rate 

in China averaged 9.06 percent from 1989 until 2015, reaching an all-time high of 14.20 percent in the fourth quarter of 1992 and a record low of 3.80 percent in 

the fourth quarter of 1990. 

Since the late 1970s China has moved from a closed, centrally planned system to a more market-oriented one that plays a major global role - in 2010 China became 

the world's largest exporter. Reforms began with the phasing out of collectivized agriculture, and expanded to include the gradual liberalization of prices, fiscal 

decentralization, increased autonomy for state enterprises, growth of the private sector, development of stock markets and a modern banking system, and opening 

to foreign trade and investment. China in 2013 stood as the second-largest economy in the world after the US, having surpassed Japan in 2001. The dollar values 

of China's agricultural and industrial output each exceed those of the US; China is second to the US in the value of services it produces. 

On the other hand, Economic liberalization measures, including industrial deregulation, privatization of state-owned enterprises, and reduced controls on foreign 

trade and investment, began in the early 1990s and served to accelerate the country's growth, which averaged under 7% per year from 1997 to 2011. India's 

diverse economy encompasses traditional village farming, modern agriculture, handicrafts, a wide range of modern industries, and a multitude of services. Slightly 

less than half of the work force is in agriculture, but, services are the major source of economic growth, accounting for nearly two-thirds of India's output with less 

than one-third of its labor force. India has capitalized on its large educated English-speaking population to become a major exporter of information technology 

services, business outsourcing services, and software workers. India's economic growth began slowing in 2011 because of a decline in investment, caused by high 

interest rates, rising inflation, and investor pessimism about the government's commitment to further economic reforms and about the global situation. In late 

2012, the Indian Government announced additional reforms and deficit reduction measures, including allowing higher levels of foreign participation in direct 

investment in the economy. 

 

SUGGESTIONS 
There are various factors why China attracts so much more FDI than India. Some of the prominent factors which highlight the superiority of China over India are: 

1) China’s domestic markets are much bigger than India, since its GDP is much higher than India. 

2) China’s economy has expanded much faster pace than that of India and offers more opportunities to investors. 

3) China’s infrastructures are much better than that of India and investors prefer to invest in a country that provides better infrastructure. 

4) Chinese labours are more productive than that of India. 

5) India in enticing foreign investors and reform move at a very slow pace. 

6) Strong political support for FDI in China makes it easier for investors to make their decisions in favour of China. 

7) China provides Additional Incentives and tries to attract foreign investor whereas India Charges higher taxes. 

 

CONCLUSION 
Data from the past 20 years shows China's economic growth benefited its middle class much less than the India's did for its people. China's economic achievement 

is undoubtedly more impressive, but other scholars argue that the India model is more sustainable given its superior institutions. By simply looking at the GDP 

columns, we can clearly see that China's economic growth is much faster than India's, regardless of the yuan's appreciation against the U.S. dollar since 2008. 

China's stock market lags far behind India's, except during the 1990s, when the private sector in China grew remarkably. This of course can be interpreted as a sign 

that China's stock market was cooling from the frenzy because the market earnings ratio has dropped from a whopping 48 in 2001 to 11 today, while the earnings 

ratio in India has remained stable between 14 and 25. Nevertheless, although China maintained a double-digit economic growth rate after the financial crisis in 

2008, the return rates of China's stock market in the following four years averaged around 8 percent, compared with 20 percent in India. 

Lack of required infrastructure facilities is currently one of the biggest impediments for economic growth. So India must expedite infrastructure development and 

attract foreign investor. India should also make speedy reforms on the tax and labour front for enhancing the growth and increased FDI. On the other hand, China 

biggest challenges are to sustain its growth rate and also needs to strengthen its weak financial system. China’s stock markets need to be made more efficient and 

reduce the heavy burden of depending on the banks as a source of funds for corporates. 
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