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Abstract - When it comes to a country's economic development and international status, international 
commerce is crucial. As one of the world's fastest-growing economies, India's role in global commerce 
has undergone dramatic change in recent decades. This research aims to examine India's international 
trade practices by determining the driving forces behind India's exports and imports, cataloging the 
country's most important trading partners and commodities, and assessing the results for India's 
economic growth. The research is all-encompassing; it uses both qualitative and quantitative approaches. 
Primary data sources consist of government reports, official trade figures, and the opinions of 
policymakers and trade specialists. Secondary sources include scholarly journals, books, and reports 
from recognized international institutions. 
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1. INTRODUCTION 

The transformation that has led to India's current 
position as a major participant in international 
commerce spans centuries and has been influenced 
by the country's history, culture, and economy. India, 
which is at a major intersection of historic trade routes, 
has a long and illustrious history of interaction with the 
rest of the globe, during which time it built thriving 
regional economic networks. Indian merchants' marine 
explorations and the thriving spice trade with ancient 
civilizations have contributed to the subcontinent's 
status as a worldwide trading powerhouse.[1] In the 
contemporary period, due in large part to dramatic 
economic changes and a deliberate embrace of 
globalization, India's role in international commerce 
has expanded tremendously. India's entry into the 
global market has not only accelerated its economic 
growth but also helped to redefine the dynamics of 
international commerce. The country has a population 
of over 1.3 billion people and a wide variety of 
resources.[2] 

Since gaining its independence in 1947, India has had 
extraordinary economic growth, which has been 
crucial in increasing the country's role in international 
commerce. Initially, the government pursued a 
strategy of self-sufficiency by prioritizing import 
substitution and industry protection. In contrast, India's 
path of liberalization and opening its economy to 
foreign capital and international commerce marked a 
decisive turning point in the early 1990s. [3] Often 
referred to as the "New Economic Policy," these 
revolutionary changes unlocked the potential of Indian 
enterprises and brought the country into the global 
supply chain. India's position as a major trading power 
in the Indian Ocean is a direct result of its 

advantageous location. The country has made use 
of its nautical edge by trading with other countries 
thanks to its large coastline and well-developed 
ports. The "Sagarmala Project" and other similar 
projects have improved India's port infrastructure, 
allowing for more streamlined cargo transport and 
boosting the country's economic might.[4] 

Information technology, software services, and 
business process outsourcing are just a few 
examples of the rapidly expanding service exports 
that have been made possible by India's growing 
skilled population and powerful services industry. 
India's export competitiveness has been boosted by 
the widespread recognition of its information 
technology (IT) services and software industries. 
India is a desirable trading partner because of the 
variety of its resources. India's diverse exports 
represent the country's cultural diversity and 
economic potential, ranging from rice, tea, and 
spices to rare minerals, textiles, and medicines. 
Imports, on the other hand, have played a crucial 
role in sating local demand for necessities like 
machinery and raw materials, thus solidifying the 
country's position as a worldwide commercial 
powerhouse.[5-6] 

India's membership in several regional and bilateral 
trade agreements has also been a driving factor in 
the country's outward economic focus. India has 
strengthened its economic ties to its neighbors and 
beyond by participating in regional blocs like the 
South Asian Association for Regional Cooperation 
(SAARC) and the Bay of Bengal Initiative for Multi-
Sectoral Technical and Economic Cooperation 
(BIMSTEC), as well as by becoming a founding 
member of the World Trade Organization (WTO). 
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Market access, investment, and two-way trade have all 
been boosted by the negotiation of comprehensive 
free trade agreements (FTAs) with nations like Japan, 
South Korea, and the ASEAN grouping.[7] The path to 
foreign commercial success for India has not been 
without obstacles. Non-tariff obstacles, too 
complicated rules, and concerns about intellectual 
property rights are just some of the areas where the 
country's trade policies have come under fire and 
controversy. India's trade balance and currency 
swings have been hampered by the country's 
persistent trade imbalance, caused by its imports 
exceeding its exports. India's commercial ties have 
been tested on occasion by geopolitical tensions and 
trade conflicts with some trading partners, calling for 
deft diplomacy and negotiations.[8] 

1.1 Overview of India's Historical Role in 
International Trade 

India's strategic position and cultural ties to past 
civilizations give it a unique place in the annals of 
world trade. Spices, silk, and precious stones were 
among the many goods sent by India via marine 
commerce during ancient times. The nation was 
instrumental in the Silk Road's function of fostering 
trade between East Asia and Europe. In the Middle 
Ages, commerce between India and other countries 
flourished as a result of the growth of mighty empires 
like the Gupta and Chola dynasties and the 
establishment of marine channels by Arab traders, 
who facilitated the exchange of spices and textiles.[9] 
In the 15th century, when European powers first 
arrived in India, trading patterns shifted dramatically, 
with the British East India Company gaining a 
monopoly on commerce and exporting Indian 
commodities. After gaining independence, India 
prioritized domestic production above commerce with 
other countries until the economic reforms of the 
1990s. India has been a global powerhouse in the last 
several decades, with its textiles, information 
technology services, and pharmaceuticals all in high 
demand. The country is very involved in both bilateral 
and multilateral trade agreements, which has allowed 
it to expand its worldwide commercial presence. India 
is a major player in the global economy due to its 
broad economy, massive population, and 
advantageous location.[10-11] 

1.2 Importance of International Trade for India's 
Economy 

The importance of international commerce to India's 
economy cannot be overstated. Some of the most 
important reasons why India must engage in foreign 
commerce are as follows:[12] 

i. Economic Growth: Indian companies can benefit 
from international commerce since it opens doors to 
broader markets outside of India. India can boost its 
economy and increase its production capacity by 
exporting goods and services to meet the demands of 
consumers and companies throughout the world. 

ii. Diversification of Markets: The Indian economy 
may be more susceptible to volatility and hazards if it 
were to rely only on local markets. One of the benefits 
of trading internationally is the opportunity to spread 
risk and lessen the impact of economic instability in 
any one country or sector.[13] 

iii. Access to Resources and Raw Materials: Many 
raw materials used in India's manufacturing and 
industrial sectors either aren't produced in the country 
or would be prohibitively expensive to do so. Through 
its participation in international commerce, India can 
acquire much-needed resources and raw materials, 
which in turn boosts the country's industrial 
competitiveness. 

iv. Technology Transfer and Innovation: Indian 
businesses that participate in international 
commerce have a greater chance of learning about 
and adopting cutting-edge global technology, 
management techniques, and product 
developments. The spread of new technologies has 
the potential to boost efficiency all across the 
economy.[14] 

v. Job Creation: Employment in India rises 
alongside the country's exports. Businesses that are 
successful in the global market can grow, therefore 
creating new jobs and lowering the unemployment 
rate. 

1.3 Evolution of India's International Trade 

India's foreign commerce has been shaped through 
many centuries by the country's history, economy, 
and government policies. Here is a synopsis of the 
major turning points in the development of India's 
foreign trade:[15] 

i. Ancient and Medieval Periods: Historically, India 
has been an important trading partner with other 
countries thanks to the several sea lanes that have 
linked the subcontinent to the Mediterranean, Africa, 
and Southeast Asia. Spices, textiles, jewels, and 
other products were traded by Indian merchants, 
making the nation an important stop along the Silk 
Road. Spices, textiles, and agricultural items were 
key exports from India throughout the medieval era 
when the country was ruled by mighty kingdoms like 
the Cholas and the Mughals. 

ii. Colonial Era: Indian commerce was significantly 
altered after the introduction of European powers, 
especially the British. With the British East India 
Company in charge of transportation, raw materials 
like cotton and jute were shipped out while 
completed items were brought in. Colonialism's 
impact on India's economy was substantial.[16] 

iii. Post-Independence and Import Substitution: 
After achieving independence in 1947, India pursued 
an industrialization program aimed at reducing 
reliance on imports by fostering the growth of home 
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production. As a result, the country concentrated on 
being self-sufficient and had less need to trade 
internationally. 

iv. Economic Reforms and Globalization: Indian 
economic reforms in the early 1990s liberalized the 
country's economy and made it more accessible to 
foreign commerce and investment. These changes 
were made so that India might increase its exports, 
draw in more foreign investment, and become more of 
a part of the global economy. Exports from India have 
increased, especially those of the information 
technology (IT), software service, and pharmaceutical 
industries.[17] 

v. Export-Led Growth and Services Dominance: A 
major change toward export-led growth occurred as 
India embraced globalization. Major exports now 
include textiles, apparel, IT services, and software. 
Large portions of India's trade surplus may be 
attributed to the country's booming service industry, 
especially information technology (IT) outsourcing and 
business process outsourcing (BPO). 

2. LITERATURE REVIEW 

Barua A & Chakraborty P (2019) The overall 
unemployment rate would be impacted by the 
reallocation of resources between sectors that results 
from greater trade openness. If trade helps bring down 
prices, that means more people will be looking for 
work in the export sector. However, if the 
unemployment rate in the exporting sectors is larger 
than that in the import-competing sectors, the 
aggregate unemployment rate will rise (or fall). 
Depending on the size of the two sectors involved, the 
net effect of trade liberalization on the unemployment 
rate is either positive or negative.[18] 

Datt G & Ravallion M (2019) Historically, the HO and 
SS theorems have been used to examine how 
liberalizing trade affects factor markets. According to 
the HO theory, countries will trade in products that 
make heavy use of components that are in surplus. 
Therefore, the demand for labor would rise as 
emerging nations exported more labor-intensive items. 
Since poverty is concentrated among those who may 
be or are on the margins of the labor market, an uptick 
in demand would go a long way toward reducing 
poverty. The functioning of the labor market, however, 
is a significant factor.[19] 

Foster J, Greer J, and Thorbecke E (2017) When 
resources and revenues are reallocated at a specific 
moment, static effects occur. It is presumed that 
liberalizing trade will cause a reallocation of resources 
to the industries in which a country has a comparative 
advantage. The 'household' is the primary unit of study 
since it produces, sells, and consumes goods and 
services. The household's real income rises (falls) 
when the price of labor, goods, or services it sells rises 
(falls) or when the price of goods, services, or both 
rises (falls) for the household to consume. From a 
poverty perspective, the most important effects of 

trade changes on factor markets are on employment 
and wages. Finally, they can have an impact on tax 
collections for the government. Therefore, four 
institutional categories may be analyzed to determine 
the static impacts of trade on poverty: households, 
distribution channels, factor markets, and 
government.[20] 

Amiti M & Davis D (2016) Some families would not 
feel the effects of trade directly but would feel the 
effects of rising demand from other households that 
had benefited from trade. Therefore, both production 
and spending links may be in play. Examining which 
industry creates the most beneficial backward and 
forward links would be beneficial for the economy as a 
whole. The local business community's reactions to 
the increased demand are also crucial to the success 
of links. Higher inflation is certain if institutions are too 
inflexible. If that happens, it will have less of an effect 
on growth and, by extension, poverty.[21] 

Deaton A & Dreze J (2016) The HO model 
presupposed the buying and selling of only finished 
products. However, Feenstra and Hanson (1996) 
provided a model of offshore that cast doubt on this 
belief by highlighting the increasing trade in 
intermediate commodities over the past few 
decades. They employed a basic concept of diversity 
in business processes. This approach suggests that 
industrialized countries, as skill-rich countries, 
should prioritize assigning skilled personnel to 
complex projects while outsourcing lower-skilled 
work to emerging countries. Despite being less skill-
intensive for the developed nation, when compared 
to the developing country's current skill levels, these 
redistributed duties are more skill-intensive.[22] 

3. METHODOLOGY 

3.1 Data Collection and Sources 

This research uses a mixed-methods strategy, which 

means that it draws from both quantitative and 

qualitative data. The World Trade Organisation, the 

International Monetary Fund, and the Indian Ministry 

of Commerce and Industry are among the primary 

sources of quantitative information. Export-import 

data, trade balance numbers, and other trade 

statistics are compiled over time. In contrast, 

qualitative data is collected from sources such as 

academic papers, policy documents, and interviews 

with industry experts, and it provides a more in-depth 

knowledge of the trade landscape, policy 

movements, and contextual detail. 

3.2 Research Design and Approach 

The methodology of this study is both descriptive 

and analytical. The analytical part of this study aims 

to establish causal linkages and interdependencies 

among numerous elements impacting India's trade 
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performance, while the descriptive part offers an 

overview of trends, patterns, and issues in India's 

trade. The evolution of trade has been tracked 

throughout the course of the last two decades, with 

special attention paid to the times of major policy 

changes and economic upheavals around the world. 

3.3 Variables and Indicators 

India's trade performance is measured across several 
critical dimensions. Among these are: 

 Total trade volume (exports and imports) 

 Trade balance and trade deficit 

 Sectoral composition of exports and imports 

 Exchange rates and currency fluctuations 

 Tariffs and non-tariff barriers 

 GDP growth rates and economic fluctuations 

 Inflation rates and price dynamics 

 Technological innovation indices 

 Regional trade agreements and partnerships 

3.4 Analytical Tools and Techniques 

Time series analysis, regression models, and 
correlation studies are common methods used in 
quantitative analysis. These methods are implemented 
in statistical programs like R and Python. Thematic 
analysis is used to help make sense of qualitative data 
like interviews with subject matter experts and policy 
papers by identifying overarching themes, trends, and 
patterns. Multiple aspects of India's trade dynamics 
may be evaluated with the use of combined 
quantitative and qualitative analysis. 

3.5 Limitations and Assumptions 

Some certain caveats and assumptions should be 
made clear about this research. The veracity and 
precision of statistics can only be as good as the 
credibility of the institutions that collect and report 
them. While this study does not exclude the possibility 
of unexpected occurrences or contextual variables, it 
does presume that economic, political, and technical 
considerations all have a role in shaping the trading 
environment. 

4. RESULTS 

4.1 Overall Trade Volume and Composition 

India's expanding economic integration with the global 
economy is reflected in the rapid expansion of its 
foreign commerce during the past two decades. Table 
4.1 shows India's overall export and import volume 
from 2000 to 2022. 

 

 

 

Table 4.1: Total Trade Volume of India (USD billion) 

 

Table 4.1 shows that the sum of India's exports and 
imports has grown steadily over time. There was a 
significant increase in trade volume from 2000 (USD 
103.42 billion) to 2022 (USD 859.56 billion). 

4.2 Regional Trade Patterns 

The geographic breakdown of exports and imports 
from India has changed throughout time. The 
percentage of India's total trade that each of its top 
trading partners contributed to in 2010 and 2022 is 
shown in Table 4.2. 

Table 4.2: India's Major Trading Partners 
(Percentage of Total Trade) 

 

Table 4.2 shows that by 2022, Asia would account 
for 53.7% of India's total trade volume. The GCC's 
share is still significant, whereas that of the 
European Union and North America has decreased 
slightly. 

4.3 Trade Balance and Deficit 

The export-import dynamics of India have changed 
throughout the years, impacting the country's trade 
balance. Exports minus imports and the trade 
imbalance for India from 2000 to 2022 are shown in 
Table 4.3. 
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Table 4.3: India's Trade Balance and Deficit (USD 

billion) 

 

Table 4.3 shows that India has always had a trade 
imbalance since its imports have always exceeded its 
exports. Despite ongoing worries, the trade gap has 
narrowed in recent years. 

4.4 Sectoral Analysis of Exports and Imports 

India's exports cover a wide range of industries. The 
primary export and import sectors for India in 2022 are 
summarized in Table 4.4. 

Table 4.4: India's Major Export and Import Sectors 
(Percentage of Total Trade) 

 

According to Table 4.4, India mostly exports petroleum 
products, gems, and jewelry. Meanwhile, the chemical 
and petroleum industries are the primary drivers of 
imports. When it comes to international trade, the 
engineering products industry plays a vital role. 

5. CONCLUSION 

As a result of India's rapid economic development, the 
country's involvement in international commerce has 
experienced dramatic changes. Key facets of India's 
participation in the global economy are examined, and 
conclusions are drawn. India's entry into the global 
economy has been greatly aided by the country's trade 

policy and economic reforms. The liberalization 
policies implemented in the early 1990s ushered in a 
period of rapid growth in international commerce and 
investment. The growth of international commerce has 
been hampered, however, by protectionist policies and 
bureaucratic red tape. According to the data collected, 
both established and emerging economies are 
included among India's top trading partners. India has 
increased its economic links with neighboring nations 
in South Asia and with important Asian economies 
such as China and Japan while maintaining its 
relationships with old trading partners like the United 
States and the European Union. India is now less 
dependent on any one trading location, and the 
dangers associated with it, thanks to the country's 
efforts to diversify its trading partners. 

REFERENCES 

1. Bakhtiari S (2015), ―Offshoring, Wages and 
the Growing Skill Gap: Advocating 
Offshoring without Sectoral Reallocation‖, 
International Review of Economic and 
Finance, 23: pp. 46 – 58. 

2. Felbermayr G (2015), ―Globalization and 
Labor Market Outcomes: Wage Bargaining, 
Search Frictions, and Firm Heterogeneity‖, 
Journal of Economic Theory, 146 (1): pp. 39 
– 73. 

3. Chandra N (2018), ―Export Growth and 
Economic Growth: An Investigation of 
Causality in India‖, Indian Economic Journal, 
49 (3): pp. 64 – 73. 

4. Ahsan A & Pagés C (2019), ―Are All Labor 
Regulations Equal? Evidence from Indian 
Manufacturing‖, Journal of Comparative 
Economics, 37 (1): pp. 62 - 75. 

5. Chakraborty D & Kuri P K (2018), ―Rural-
Urban Migration and Urban Informal Sector 
in India: An Inter-State Analysis‖, 
International Journal of Current Research, 5 
(04): pp. 950 – 956. 

6. Banerjee A V & Duflo E (2016), ―Inequality 
and Growth: What Can the Data Say?‖, 
Journal of Economic Growth, 8: pp. 267 – 
299. 

7. Dash R K & Sharma C (2018), ―Government 
Expenditure and Economic Growth in India‖, 
The IUP Journal of Public Finance, VI: pp. 
60 - 69. 

8. Yeaple, S. (2015). A simple model of firm 
heterogeneity, international trade, and 
wages. Journal of International Economics, 
65(1), pp. 1-20. 

9. Roodman, D. (2019). A Note on the Theme 
of Too Many Instruments. Oxford Bulletin of 
Economics and Statistics, 71(1), pp. 135-
158 

10. Trognon, A. (2018). Miscellaneous 
asymptotic properties of ordinary least 
squares and maximum likelihood estimators 
in dynamic error components models. 
Annales de l'INSEE, pp. 631-657. 



 

 

Prachi* 

w
w

w
.i
g

n
it

e
d

.i
n

 

631 

 

 An Investigation Into India's Participation in International Trade 

11. Veeramani, C. (2018). Anatomy of India's 
Merchandise Export Growth, 1993-94 to 2010-
11. Economic and Political Weekly, 47(1), pp. 
94-114. 

12. Wood, A. (2015). North-South trade and 
female labor in manufacturing: an asymmetry. 
Journal of Development Studies, 27(2), pp. 
168-189. 

13. Standing, G. (2017). Global feminization 
through flexible labor: a theme revisited. World 
Development, 27(3), pp. 583-602. 

14. Vibeesh, E. (2016). Developments in the 
Workforce between 2009-10 and 2011-12. 
Economic and Political Weekly, 49(23) 

15. Thomas, J. J. (2020). The demographic 
challenge and employment growth in India. 
Economic and Political Weekly, 49(6), pp. 15-
17. 

16. Woolridge, J. (2018). Panel data methods for 
fractional response variables with an 
application to test pass rates. Journal of 
Econometrics, 145(1), pp. 121-133. 

17. Papyrakis, E. (2017). Gender and trade 
aspects of labor markets. Journal of 
Development Studies, 48(1), pp. 81-98 

18. Barua A & Chakraborty P (2019), ―Does 
Openness Affect Regional Inequality? A Case 
Study for India‖, Review of Development 
Economics, 14 (3): pp. 447-465. 

19. Datt G & Ravallion M (2019), ―Is India‘s 
Economic Growth Leaving the Poor Behind?‖, 
Journal of Economic Perspectives, 16 (3): pp. 
89 – 108. 

20. Foster J, Greer J, and Thorbecke E (2017), ―A 
Class of Decomposable Poverty Measures‖, 
Econometrica, 52 (3): pp. 761 – 65. 

21. Amiti M & Davis D (2016), ―Trade, Firms and 
Wages: Theory and Evidence‖, Review of 
Economic Studies, 79: pp. 1–36. 

22. Deaton A & Dreze J (2016), ―Poverty and 
Inequality in India: A Re-Examination‖, 
Economic and Political Weekly, 37 (36): pp. 
3729 – 3748. 

 

Corresponding Author 

Prachi* 

Ph.D. Scholar (Economics), ISBM University, 
Gariyaband, Chhattisgarh, India 

 


