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International trade facilitates countries to procure adequate 

amount of foreign exchange reserves and promotes optimum 

utilisation of resources. Globalisation, liberalisation of investment 

transactions and development of financial markets have boosted 

international trade. Trade policy reforms were introduced in India 

in 1991 and have significantly increased India s̓ foreign trade 

during the post-reform period.

International trade emerged as an engine of economic growth 

during the post-reform period. This was based on the Export-led 

Growth Hypothesis (ELGH) theory of economic growth. The 

theory states that rapid rise in exports can lead to higher 

economic growth. 
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There are several reasons that support claims of 
the ELGH theory and these are as follows:

1. Interna�onal trade implies that domes�c 
producers must sell their products in world 
markets and this forces them to become more 
compe��ve, adopt new technologies and 
innovate rapidly and match the interna�onal 
quality standards.

2. This, in turn, s�mulates domes�c 
compe��on among exporters and non-
exporters. All domes�c producers are likely to 
be more compe��ve and adopt newer 
technologies or innovate more rapidly. This 
leads to faster produc�vity gains in the 
economy and fosters economic growth.

3. Trade liberalisa�on or export promo�on 
policies allow be�er alloca�on and distribu�on 
of scarce resources in the economy.

4. Interna�onal trade spurs large-scale 
produc�on, allowing exporters to benefit from 
economies of scale given their access to large 
world markets.

5. Large-scale produc�on and access to larger 
world markets allow exporters to increase 
output and generate employment.

6. Increase in exports facilitates improved 
access to interna�onal capital and intermediate 
goods for domes�c firms, leading to 
produc�vity gains and expansion of the 
produc�on fron�er.

Nearly all findings from India and other 
countries worldwide have revealed that export 
dynamism leads to rapid and sustained 
economic growth. 

INDIA’S GROWTH STORY

India’s GDP growth rate before 1991 was 3.5%. 

This was associated with export contribu�on of 
~4.5%. Trade liberalisa�on reforms increased 
GDP growth rate (to >6%) a�er 1991, with 
exports contribu�ng >11% to the GDP. Thus, 
interna�onal trade emerged as a viable engine 
for economic growth in India.

Most of this export-led growth in the GDP can 
be a�ributed to free-trade policies, rise in public 
spending, favourable taxa�on policies, growth in 
private investments and reforms in the financial 
sector that increased FDI inflow. Contribu�on of 
exports to India’s GDP stood at 31.5% in 2018-
19 and recorded marginal decline to 27.8% in 
2019-20.

In real value terms, India’s foreign trade was 
worth Rs. 75,751 crore (US$ 10.2 billion) in 

1990-91. The total value of foreign trade 
gradually increased to Rs. 374,624 crore (US$ 
50.4 billion) in 1999-2000 and then surged to 
Rs. 5,902,401 crore (US$ 795.2 billion) in 
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2018–19, as per the Economic Survey of India 
2019–20. The total value of merchandise 
exports from India amounted to Rs. 2,396,337 
crore (US$ 323 billion) in 2018-19. 

Overall, commodity exports from India 
decreased by 14.7% in 2019–20 compared with 
2018-19. The decline was a direct result of the 
global economic slowdown, aggravated by the 
COVID-19 pandemic. Total merchandise exports 
from India were valued at Rs. 2,040,225 crore 
(US$ 275 billion) in 2019-20. However, exports 
and economy bounced back and showed 
recovery in the la�er half of 2020. 

More recently, India’s merchandise exports 
India's merchandise exports in June 2021 were 
US$ 32.46 billion, an increase of 47.34% over 
US$ 22.03 billion in June 2020 and an increase 
of 29.7% over US$ 25.03 billion in June 2019. 
India's merchandise exports in Apr-June 2021 
were US$ 95.36 billion, an increase of 85.36% 
over US$ 51.44 billion in Apr-June 2020 and an 
increase of 17.85% over US$ 80.91 billion in 
Apr-June 2019.

MAJOR COMMODITIES EXPORTED 

India’s overall exports were es�mated at US$ 
49.85 billion in June 2021, up nearly 32% from a 
year ago and 17.17% higher than the pre-COVID 
levels of June 2019.

Between April 2021 and June 2021, total 
merchandise exports from India stood at a 
record level of US$ 95.36 billion (increase of 
85.88% YoY), while service exports stood at US$ 
52.25 billion (~11.29% YoY).

The top five merchandise export commodi�es 
between April 2021 and June 2021 collec�vely 
accounted for ~63% of the total merchandise 
exports. Exports of engineering, petroleum 
products and pharma during the first three 
months of this fiscal were US$ 25.9 billion, US$ 
12.9 billion and US$ 5.8 billion, respec�vely.

India's Top Exports in June 2021

In June 2021, total merchandise exports stood 
at US$ 32.50 billion, an increase of 70% YoY. The 
top five merchandise exports which have 
recorded posi�ve growth during June 2021 vis-
à-vis June 2020 are Other Cereals (237.96%), 
Petroleum Products (105.2%), Man-made 
Yarn/Fabrics/Made-ups etc(81.62%), Gems and 
Jewellery (80.49%), and Meat, Dairy and Poultry 
Products (61.8%).

The cumula�ve value of non-petroleum and 
non-gems and jewellery exports in April-June 
2021 was US$ 73.28 billion, an increase of 
66.61% over US$ 43.98 billion in April-June 
2020 and an increase of 21.46% over US$ 60.33 
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The following table lists various countries associated with these regional trading blocs:

billion in April-June 2019.

MAJOR TRADING PARTNERS

India carries out interna�onal trade 
through economic partnership 
agreements (EPA) and preferen�al trade 
agreements (PTA) with major trading 
blocs such as the European Union (EU), 
European Free Trade Associa�on (EFTA), 
North American Free Trade Agreement 
(NAFTA), Associa�on of South East Asian 
Na�ons (ASEAN), South Asian 
Associa�on for Regional Coopera�on 
(SAARC), South African Customs Union 
(SACU), West Asia and North Africa 
(WANA), Gulf Coopera�on Council (GCC) 
and Oceania. 



Of the total interna�onal trade, India conducts 

>70% of all interna�onal business with these 

regional trading blocs. The contribu�on of 

exports to these regional trading blocs stood at 

~20% of India’s GDP growth in 2019-20. The 

following table showcases distribu�on of 

foreign trade in terms of percentage share of 

the total exports and imports by India. 

The following table highlights distribu�on of foreign trade (in terms of real value) in exports and 

imports by India. 
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The following table lists the top 10 export des�na�ons of commodi�es from India in 2019–20, along 

with the total value of exports and their share in total exports from the country.

(SEZs), state trading, export promo�on and 

trade facilita�on, and development and 

regula�on of certain export-oriented industries 

INDIA’S FOREIGN TRADE POLICY

India’s foreign trade policy is outlined by the 

Department of Commerce (DoC). The 

Department has a mandate to make India a key 

player in global trade and assume a leadership 

role in interna�onal trade organisa�ons in 

tandem with India’s growing importance. It is 

responsible for devising commodity and 

country-specific strategies for the medium and 

long terms. In addi�on, it is accountable for 

developing strategic plans and vision for India’s 

posi�on and par�cipa�on in interna�onal trade 

in the long run. The department is also 

responsible for mul�lateral and bilateral 

commercial rela�ons, special economic zones 
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and commodi�es.

India’s foreign trade policy provides the basic 

framework of policy and strategy for promo�ng 

exports and trade. It is periodically reviewed to 

adapt to the changing domes�c and 

interna�onal scenario. The current Foreign 

Trade Policy (2015-20) focuses on improving 

India’s share in exis�ng markets and products, 

as well as exploring new products and markets. 

The policy also envisages helping exporters 

leverage benefits of standardised goods and 

services tax policy, closely monitoring export 

performances, improving ease of trading across 

borders, increasing realisa�on from India’s 

agriculture-based exports and promo�ng 

exports from MSMEs and labour-intensive 

sectors. The DoC has also sought to make states 

ac�ve partners in exports. Therefore, state 

governments are now ac�vely developing 

export strategies based on the regional 

strengths of their respec�ve sectors.

WAY FORWARD

India’s export performance can achieve greater 

heights and contribute further to the country’s 

GDP growth in the following ways:

Global Value Chain

India’s par�cipa�on in the global value chain 

has been lower than other expor�ng countries 

in East and Southeast Asia. India needs to strive 

to embed itself invaluably in the global value 

chain by capitalising on sectors where it holds 

compara�ve advantage. India can achieve this 

by leveraging availability of affordable domes�c 

workforce for labour-intensive industries and 

scaling produc�on to match the interna�onal 

demand.

High-income Countries

India’s rela�vely low par�cipa�on in the global 

value chain has directed the country’s exports 

to low-income economies in Africa. India needs 

to focus on targe�ng high-income economies in 

the West and devising quality assurance 

measures to tap this segment.

Trade Policy Stability

India’s rela�vely low par�cipa�on in the global 

To cement its posi�on in the global value chain, 

India needs to make a commitment towards 

ensuring stability in its trade policies. This 

aspect is cri�cal in the post-covid era, as 

mul�na�onal companies are diver�ng focus 

from China to hedge supply chain disrup�ons. 

Specialisa�on over Diversifica�on

Indian exports are characterised by high 

diversifica�on, combined with low specialisa�on 

in exports. This implies that India is spreading its 

exports thinly over many products and partners, 

leading to its lacklustre performance compared 

with countries such as China. To overcome this, 

7



India is focusing on building capabili�es in 

specific sectors (such as tex�les) to build more 

compe��ve advantage and boost export 

growth.

Trade Liberalisa�on

As of 2020, India’s share in world trade stood at 

2%. India needs to raise this share by outlining 

more trade liberalisa�on policies and signing 

more free trade agreements. To be able to gain 

access to developed markets, India needs to be 

willing to open domes�c markets. For example, 

in the context of trade with Europe, it s�ll 

imposes high du�es on Indian exports, pu�ng 

India at a disadvantage. Europe will only be 

willing to sign such an agreement if India is 

willing to open its markets for goods such as 

automo�ve.

Ease of Doing Business Policies

India’s success in exports also relies on its 

current policies on ease of doing business and 

gaining finance for costs of running a business. 

Entrepreneurs, business owners and India’s 

economy stand to benefit significantly by 

appropriate changes in these policies. The focus 

of policy reforms should be centred around 

boos�ng compe��veness, building 

infrastructure, ensuring access to cheap power, 

reforming land and labour markets and crea�ng 

market condi�ons for domes�c companies to 

compete in global markets. 

OUTLOOK

For a long-term sustained economic growth, 

India needs to have a remarkable export 

performance. This will be driven by a set of 

interrelated factors viz. a high level of 

par�cipa�on in global value chains, a high level 

of specialisa�on in labour-intensive produc�on 

ac�vi�es, large-scale produc�on in the chosen 

sectors of specialisa�on and a high level of 

export penetra�on in high-income economies.
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