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OPINION/
Arab-Indian Trade 

ArAb-IndIAn TrAde:
Highway building on the new silk road 
Clyde & Co and FTI Consulting consider commercial dispute resolution in the States of 
the Gulf Cooperation Council (GCC) and India in the light of the important and growing 
economic relationship between the two regions.

I
ndia and the Middle East have a long history of 
cultural and economic exchange. In this paper, 
we review the development of Arab-Indian trade 
and capital flows, that not only serves as an 

indicator for the growth in overall economic activity 
but also the frequency of commercial disputes arising 
between Indian and GCC parties.

economIc AnAlysIs
Trade and capital flows: A snapshot
The graph below charts the development in GCC-Indian 
trade between 2009 and 2012. In four years, trade almost 
doubled, from USD84 billion to USD159 billion.

The respective characteristics of India and the 
GCC states make them natural trading partners. As 
the graph shows, historically, the balance of trade 
has favoured the GCC. This seems likely to continue, 
reflecting India’s dependence on oil and natural gas, 
driven by its industrialisation, energy needs, and 
expanding economic activity and refining capacity. 
Today, India absorbs more than 10 per cent of all 
GCC exports, which provide over one half of India’s 
oil, whilst Qatar is India’s largest supplier of gas. 
Re-exports to India are also significant, as Indian 
companies take advantage of low tax environments 
in the GCC. Over the same period, between 2009 and 
2012, India’s exports to the GCC have also increased 
significantly, and in 2012 the GCC was India’s second 

largest importer, compared to tenth in 2000. The 
majority of GCC imports comprise pearls, precious 
and semi-precious stones, mineral fuels and oils (and 
their by-products) as well as agricultural produce, 
with India having reinvented itself as one of the 
leading re-export hubs for the first two categories.

As regards capital flows, the GCC is a popular 
destination for Indian investment. Between 2010 and 
2012 Indian investment in the GCC is reported to have 
more than doubled, from USD2.5 billion to USD5.2 
billion. The flow of resources from India to the GCC 
also extends to human capital, and the migration of 
India nationals to the GCC has been central to the 
economic relationship between the two. Today, over 
35 per cent of the Indian expatriate workforce in the 
GCC comprises white-collar professionals, as the range 
of services offered by Indian companies operating in 
the region continues to diversify and attract leading 
Indian enterprises and business figures.

The fuTure
India is projected to be one of the GCC’s largest export 
markets by 2030, while demand in the wider Middle 
East and North Africa region is forecast to provide 
India with the potential for export growth, especially 
over the next two years.

The potential for increased trade and cross-
border investments has fuelled efforts by India and 
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the individual GCC member states to advance a 
relationship historically dominated by oil exports, and 
there exists a mutual commitment to developing closer 
social, diplomatic and economic ties. The signing of 
the much delayed India-GCC Free Trade Agreement is 
expected to reduce tariffs and duties, extend existing 
trade frameworks and pave the way for more intensive 
economic engagement between the regions.

These developments can help both regions meet 
their economic objectives, as GCC member states 
look to diversify their economies, and India’s new 
government seeks to secure foreign investment and 
economic growth to promote growth and restore 
confidence in public finances.

legAl AnAlysIs
Arbitration – a step in the right direction
Recently, there appears to have been a noticeable 
increase in the number of commercial disputes 
arising out of contractual arrangements between 
GCC and Indian nationals and – notwithstanding 
the impact of bilateral agreements recognising the 
enforcement of domestic court judgments – a trend 
has seemingly emerged in favour of arbitration.

Arab-Indian trade and the resolution of commercial 
disputes
The benefits of arbitration include the ability of the 
parties to effectively choose their own judges (or 
arbitrators), and that arbitration is a private and 
confidential process. Parties also see it as a way to 
avoid counterparties obtaining perceived tactical 
advantages from familiarity with domestic laws, 
or costs associated protracted proceedings or non-
recoverable legal costs. Due to the confidential 
nature of arbitration, data is not available to permit 
an analysis of the frequency of disputes specifically 
between GCC and Indian companies. However, data 
published by the Singapore International Arbitration 
Centre and the London Court of International 
Arbitration (LCIA) indicates that arbitration 
proceedings filed by GCC and Indian parties increased 
by 65 per cent year on year from 2011 to 2013.

Arbitral developments in the GCC and India
Both India and the GCC (in particular Dubai) 
have recently taken considerable steps to support 
arbitration as a suitable dispute resolution mechanism. 
In India, steps taken include reforms to the Indian 
Arbitration Act proposed by the Law Commission of 
India; the establishment of specific benches in the 
Delhi High Court to hear arbitration related court 
cases; and, the establishment and promotion of 
arbitral institutions such as the LCIA-India and the 
Indian Council of Arbitration. In the UAE, a proposed 
new arbitration law; the establishment of regional 
arbitration centres; changes in legislation which 
permit contracting parties to “opt-in” to the common 

law, supervisory jurisdiction of the DIFC Courts; and 
the Memorandum of Guidance providing for the 
automatic reciprocal enforcement of awards between 
the Dubai and DIFC Courts, have all led to increased 
confidence in arbitration.

Enforcement and related considerations
India and GCC States (including the UAE, Qatar 
and Saudi Arabia) are signatories to the New York 
Convention on the Recognition and Enforcement of 
Foreign Arbitral Awards (1958), which provides for the 
reciprocal enforcement of awards rendered in any other 
signatory State. However, the enforcement of foreign 
awards remains an area of concern for international 
parties, particularly given the ease of raising a challenge 
to an award before the domestic courts, resulting in 
prolonged delays to recovery, or in some cases the 
inability to enforce awards. Whilst recent legislative 
reforms (or proposed reforms) seek to steer domestic 
courts towards a pro-arbitration stance, and recent 
judgments in both regions indicate that lawmakers 
may be heading in this direction, the risk of resolving 
a dispute through arbitration and obtaining an 
unenforceable award, although diminishing, remains.

cAll To AcTIon
How to put your best foot forward 
With the above in mind, any party negotiating an 
agreement must ensure that a suitable dispute 
resolution mechanism is in place which will enable the 
efficient and satisfactory resolution of disputes and, 
more importantly, will ensure that both parties’ ability 
to enforce any right against its counterparty, with 
the assistance of the domestic courts, is protected. 
If litigation has already commenced, it is equally 
important to understand the procedural framework 
applicable to any proceedings which ensures that a 
party is able to present its case in the best possible light 
and to use that framework to its full advantage.

The interplay between legal and expert advice is key 
to understanding the strengths and weaknesses of 
any dispute and to make informed decisions, whether 
in respect of settlement or the ongoing conduct of 
litigation or arbitration proceedings. Parties should 
seek appropriate legal and technical advice to ensure 
that their rights are fully protected and that they gain 
the best possible advantages. 
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