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e India and New Zealand have signed a comprehensive Free Trade Agreement with investment commitments

and expanded market access.

Free Trade Agreement: Concept

e A Free Trade Agreement (FTA) is a pact between countries to reduce or eliminate tariffs, quotas, and trade

barriers.

e It aims to enhance trade flows, investment, and economic integration while improving market access for

goods and services.

Key Aspects of India-New Zealand FTA
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e This is India’s seventh FTA in the past five years, after agreements with Mauritius, the UAE, Australia,
European Free Trade Association countries, the UK and Oman.
o Tariff Liberalisation and Market Access
o The agreement provides duty-free or preferential access for a large number of Indian exports to New
Zealand.
o Sectors such as textiles, pharmaceuticals, engineering goods, and agricultural products are expected
to benefit significantly.
o This improves India’s export competitiveness in a developed market.
¢ Investment Commitments
o New Zealand has committed to investing approximately $20 billion in India over a defined
period.
o The investment is expected to flow into infrastructure, renewable energy, food processing, and
technology sectors.
o This enhances capital availability and supports India’s growth objectives.
e Services Sector Opportunities
o The FTA includes provisions to facilitate the movement of professionals and service providers.
o Indian IT professionals, healthcare workers, and education service providers are likely to gain
improved access.
o This aligns with India’s comparative advantage in services exports.
e Agricultural Trade Balance
o New Zealand is a major exporter of dairy and agricultural products, which has been a sensitive area
for India.
o The agreement is expected to include safeguards or calibrated access to protect Indian farmers while
enabling selective imports.
o Balancing domestic interests with trade liberalisation remains a key feature.
e Regulatory Cooperation and Standards
o The agreement promotes mutual recognition of standards and regulatory cooperation.
o This reduces non-tariff barriers and simplifies compliance for exporters.
o It also improves the ease of doing business between the two countries.
e Strategic and Geopolitical Significance
o The FTA strengthens India’s engagement in the Indo-Pacific region.
o It complements India’s broader strategy of diversifying trade partnerships beyond traditional markets.
o The agreement also signals India’s renewed push towards bilateral trade agreements after exiting
RCEP.
e Expected Economic Impact
o The FTA is likely to boost bilateral trade volumes, which have remained modest compared to potential.
o It will support India’s goal of becoming a global manufacturing and export hub.
o The investment inflows and technology partnerships can contribute to job creation and industrial

growth.

Challenges and Concerns
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e There are concerns regarding competition from New Zealand’s agricultural exports, particularly
dairy.
e Domestic industries may require adjustment support and policy safeqguards.

e Ensuring effective utilisation of market access remains critical, as seen in previous FTAs.
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