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I. Background and Introduction 

After reaching Around $305 billion in July 2011-2012, Indian Exports became 

stagnant for almost a decade.For fy2022, government set a target of achieving 

exports of $400 billion, which seemed ambitious given the drop in exports by 

7.3% in fy2021to $290 billion from $313 billion.Thus, when Indian exports of 

goods (excludes IT sector and other services), reached over $419 billion dollars 

in fy2021-2022, it is important to examine whether this is a one-time 

occurrencein post-pandemic phase that is affected by sanctions on Russia, esp. 



for primary products (due toRussia-Ukraine war); or are demand for Indian 

goods has increased in the world market.According to the data published by 

theCommerce and Industry Ministry, the merchandise exports in May reached 

$38.9 billion, which is 20.5% larger than May 2021 exports of $32.3 billion and 

$19.2 billion in May 2020. Out of total exports the largest proportion is grabbed 

by the engineering goods, whose exports have improved by around 12.65% Y-o-

Y.increase over may 2021, reaching to $9.7 billion,in May 2022.Exports of the 

engineering goods was followed by exports of Petroleum products, gems, and 

Chemicals (Organic and inorganic).This export boost helped Indianeconomy to 

move towards acrucialeconomic rebound after the second Covid-19 waveas 

exports significantly assist in creating domestic jobs,demand, infrastructure, 

strengthen currency and GDP.This paper is significant to understand the factors 

that helped Indian economy to achieve such significant targets as well as to 

recognize the elements that must be addressed for future growth. 

The rise in exports of crossing$419 billion dollars becomes relatively more 

significant in view of the trend of exports. India has observed similar boom in 

exports after financial crisis of 2009. During 2009-2010, Indian exports rose by 

around 36%, however during fy2010-2011 and since fy2012 (with a sudden 

outlier in fy2011 in which exports increased by 41%), exports remain stagnant 

at low growth rate, with short-lived fluctuations, and India’s exports trend line 

before the COVID-19 disruptions was nowhere close. According to RBI 

database, exports were able to touch over $303.5 billion in 2017-18 and $330.1 

billion in 2018-2019 before falling to $313.4 billion in 2019-2020 primarily 

owing to pandemic. Thus, as Indian exports rise to over$419 billion, exceeding 

government`s target by around 5%, then the credit was bestowed to several 

government initiatives such as Aatma-Nirbhar Bharat, Make in India scheme, 

PLI scheme, National Infrastructure Pipeline and PM Gati-Shakti, Start-up India 

programme, etc. 



Chart 1: India`s Merchandise Trade  (in $ billion) 

 
Source: Author Adaptations from database by Department of Commerce, India 

*Data for fy22 is updated till March, 2022 

 

By focusing on the domestic manufacturing goods that has observed risen 

international demand, government can motivate domestic industrial sector to 

improve its competitiveness of such goods in international market. Areas that 

have been key drivers of India’s export growth include engineering goods 

(growth of 49.7% in the first 11 months of the fiscal year), electronics goods 

exports (grown by 42.8%) and gems and jewelry exports (grown by 57.3%). 

Export of petroleum products have grown by 147.6% driven by a steady 

increase in crude oil prices,coal, gold, electronics and chemicals. However, rise 

in value of exports, esp. in petroleum products, might be due to surge in crude 

oil prices and supply-chain hindrances owing to Russia-Ukraine conflict and 

thus might be short-lived.The US is India`s biggest market for engineering 

goods, while the UAE is its largest market for petroleum products. The 

Netherlands is the largest market for drugs and pharma.Moreover, Imports have 

also risen in Indian economy by around 62% reaching to $63.2 billion in May 

2022 from May 2021, however, a large proportion of imports is due to 

escalating crude oil imports. Thus, there is also evidence for increased 

integration of India with world as there is rise in India`s trade in the 



international market. The objectives of production linked incentive (PLI) 

schemes, or of India becoming a part of the global value chain, will be realized 

only when these efforts also lead to increased export earnings. 

II. Reasons for rising exports 

Indian economy suffereda shock due to lockdown and disturbed supply chains 

in view of COVID-19 pandemic and then Russia-Ukraine conflict.This affected 

manufacturing industry, inflation, textile, value of domesticcurrency, as well as 

labor market and rest of the economy during fy 20 and fy21. Indian 

economywas finally able totakea bit of comfort in fy22due to recovery and 

growth that is led byrising exports, among other aspects.Exports enhance the 

reach, access of corporates and MSMEs, to maximise sales and profits which 

also allows to sustain and enhance business in domestic economy. Thus, exports 

play a major in sustaining environment, finance and profitability in the domestic 

economy.After reaching a threshold of $419 billion, India`s exports are likely to 

rise further as global trade activity gains momentum with governmentincentives. 

i) Trade Agreements 

FTAs (Free Trade Agreements)not only reduce tariffs and give market access 

but also reduce non-tariff barriers such as administrative fees, labelling 

requirements, anti-dumping duties and countervailing measures. According to 

a report published by the Directorate General of Commercial Intelligence and 

Statistics, India’s merchandise exports to economies with which India shares 

trade agreements such as FTAs have registered a growth of 20.75% in the last 

five years. Moreover, investment from such economies in Indian economy 

have also increased to $89.46 billion, as per data published by the Department 

for Promotion of Industry and Internal Trade. As India signed CEPA with 

UAE in February and interim trade pact with Australia on April 2nd, 2022; 

Commerce and Industry minister Shri Piyush Goyal mentioned that the Indian 

governmentis emphasizing on increasing exports ofvalue-added finished or 

intermediate commodities while negotiating forfree-trade agreements.On the 



other hand, Indian exports to SAFTA economies has risen from $18.60 billion 

in 2015-16 to $22.08 billion in 2020-21 as well as export to South Korea has 

increased from $3.52 in 2015-16 to $4.68 billion in 2020-21.Australia and 

India also signedIndia-Australia Economic Cooperation and Trade 

Agreementon 2nd April whichallowsIndian exporters from over 6,000 broad 

sectors, including textiles, leather, furniture, jewelry and machinery, to get 

duty-free access in the Australian market.India had a merchandise trade deficit 

of $7.2 billion with Australia in the first ten months of FY22 as it shipped out 

goods worth only $6.3 billion, while imported around $13.5 billionfrom 

Australia.With an aim of reducing trade deficit by emphasizing exports of over 

95% goods, amounting to around 12,0000 commodities from critical sectors, 

especially labor-intensive ones such as agriculture, textiles & garments and 

pharmaceuticals,the agreements allow domestic produced goods in Indiato get 

duty-free access to the Australian market. Moreover, the deal will also ensure 

freer movement of skilled professionals from India under the so-called Mode-4 

services. 

GoI also signed CEPA with UAE allowing majority of Indian exports to get 

duty-free access to the Emirates markets, with expectation of total rise in 

bilateral tradeby over $100 billionin commodities and $15 billion in services, 

within next five years.Indian economy is also looking forward to attain 

benefits from preferential market access provided by the UAE on over 97% of 

its tariff lines (or goods), which account for 99% of Indian exports to the UAE 

in value terms-particularly from labor-intensive sectors such as textiles, 

leather, footwear, sports goods, plastics, furniture, and engineering 

products.Indian economy is also looking forward towardsfinalizingsimilar free 

trade agreements (FTAs)with Gulf Cooperation Council (GCC) countries 

which includes Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United 

Arab Emirates (UAE). Moreover, the GoI of India is setting up measure to 



negotiate similar agreements withCanada,European Union, UK,Israel, Russia 

and other economies. 

ii) Ease of Doing Business 

The Ease of Doing Business (EoDB) index was jointly created by Simeon 

Djankov, Michael Klein, and Caralee McLiesh, three leading economists at the 

World Bank Group, in order to project an aggregate figure that includes 

different parameters which define the ease of doing business in a country. 

Before discontinuing their database on ranking of Ease of doing, World Bank 

observeda steady growth in the ranking of EoDB in Indian Economy. It 

increased from the rank of 142 in 2014 to 77 in 2018, which further improved 

to rank 63 in 2019. Thus, being the only nation to rank among the top 10 

improvers for the second consecutive year. 

Chart 2: Trend of India`s Ease of Doing Ranking 

 
Source: World Bank, and the mint 

 

This sharp rise in ranking of EoDB is in accordance with the GoI view to build 

a positive aptitude for making India a global manufacturing hub. World Bank 

also mentioned that establishing a business has become relatively easier in 

India due tomassive fiscal stimulus, merger of multiple application forms as 

well as tax reforms such as GST, which enhances efficiency in terms of costs 

and raises investors’ confidence in the Indian economy. Moreover, other 

reforms such as strengthening access to credit as well as making it easier and 



faster to pay taxes and trade across borders, also increases investment in the 

Indian economy. 

 

iii)  Rising share of Manufactured Goods 

In post-pandemic era,the revival of Indian economy relies on increasing the 

share of the manufacturing goods exports out of total exports in order to 

generate mass employment and income growth.With the emphasis of Indian 

economy on Make in India scheme, PLI scheme and Aatma-Nirbhar Bharat 

among others, India’s exports are gradually shifting from service, 

conventionalorprimarysectortowards manufactured goods. Share of 

conventional goods reduced from 16% in fy17 to 9% in fy22 out of total 

exports, whereas there is significant rise in proportionsof electronicsand 

engineering goods exports, as well as rise in exports of Drugs and 

pharmaceuticals, among other finished and semi-finished goods.Share of 

engineering goods in total exports also increased from 5% in fy17 to 27% in 

fy22, which amounts for around 46% Y-o-Y growth.  

Chart 3: India Exports of Manufactured Goods 

 
Source: Author adaptations withdatabase of Reserve Bank of India 

Reports for Global trade updates, published by UNCTAD, states that export of 

goods was risen by 25% in the fourth quarter of 2021 over the average in 2019, 

whereas export of services was increased by only 7% in third quarter of 2021 



(over the 2019 average).In the financial year 2021-22, non-oil, non-GJ (gold, 

jewelry and precious metals) Indian exports increased to $255.7 billion, that 

has risen by nearly 35% over the same period in 2020-21. Growth in the export 

of engineering goods in April 2021-January 2022 has also risen by around 38% 

over the same period of 2019-20.Moreover, in order to generate employment in 

Indian economy, along with the tax reforms, infrastructure reforms, improving 

EoDBand increasing proportion of labor forceunder formal sector through e-

Shram portal,the GoI is also emphasizing on raising the productivity of labor 

through schemes such as Skill-Up India, among others,to boost India to emerge 

as a global production hub in post-covid era. 

 

 

iv) Enhanced Competitiveness and complexity in Manufacturing of Indian 

commodities 

Few of the most attractive factors of India’s economy for business to come in 

India include- skilled and learning workforce, cost competitiveness, huge 

market, dynamic economy, improving educational level and open and positive 

attitudes. The World Competitiveness Ranking (WCR) published by IMD, 

while ranking 63 economiesin terms of competitiveness, also stated that 

competitiveness of Indian industry has grown in light of global supply chain 

bottlenecks, inflationary pressures, COVID-19 and subsequent Russia-Ukraine 

conflict, as well as zero Covid policy of China and domestic focus on lowering 

cost and freight charges, among other international reasons. As per the reports 

onannual World Competitiveness Indexpublished by the Institute for 

Management Development (IMD), the Indian economy also observed the 

sharpest rise among the Asian economies, with a jump in world rank from 43rd 

to 37thon the comparison of competitiveness of worldwide nations, primarily 

due to gains in economic performance, in which India increased from 37th to 

28th position. Moreover, Indian economy also improved in ranking of labor 



market, rising from 15th to 6th position, which is a key sub-factor in the 

business efficiency parameter, as per report published by IMD business school. 

With reforms in retrospective taxes, improving position from 181st to 52nd in 

terms of streamlining, digitalization and centralization of construction 

permits,as well as upgradationsfor trading across borders, enhancement of 

infrastructure and credit line, and emphasis on reducing logistics and freight 

charges,along with other parameters for establishing business in India, has 

improved the cost competitiveness of Indian industries in international market.  

v)  Improved Global Demandand Depreciating Rupee  

With the return of Consumer confidence in the markets of US, UK, European 

among other global economies post-pandemic, the global demand for Indian 

goods has been rising substantially. In a report, FIEO (Federation of Indian 

Export Organization), which is a trade promotion body under the commerce 

ministry, also stated that rising US and European demand plays a key role in 

the growth of Indian exports as they contribute over 30% of India`s overall 

shipments. International demand for commodities such as petroleum products, 

engineering goods, pharmaceuticals, organic chemicals, iron and steel Gold 

and gems and jewellery have been significantly risen in US, China, and UAE, 

among others. One of the significant contributors to the export milestone was 

petroleum products, which witnessed a whopping 157% Y-o-Y increase from 

April21-Feb22, as per a report by HPCL (Hindustan Petroleum Corp Ltd). 

However, this is expected to live foronly short-run as increase was relatively 

more due to the 68% Y-o-Yaverage price rise than the 53% quantity growth in 

the period, and as prices will stabilize in future, the benefits will die down. 



Chart 4: India`s top export partners and what they buy 

 

Source: Author adaptations with database of Reserve Bank of India 

 

Global supply chain de-risking strategy and China-plus-one policy have also 

encouraged the investors to diversify their manufacturing centers and reduce 

dependence on China in favor of a hub that can manufacture at low cost as well 

as provide a large market for their products. This has opened substantial 

opportunities in the fields of auto and auto components, engineering related 

products as well as chemicals for the India economy which is still yet to be 

fully-tapped.Thus, India is aiming to be establishedas credible alternative to 

China for supply in international market. Accordingly, shipments toAustralia, 

which has been in a trade skirmish with Chinahas been increased by around 

94% whereas exports to US have risen by over 47%. However, there is still a 



potential India to raise exports by improving its reliability and quality, lowering 

cost and logisticsand timely delivery made to global majors. Moreover, timely 

action on the policy front can further raise the total value of exports from Indian 

economy.  

Indian rupees have also seen a record depreciation, falling from 44Rs/$ to over 

75Rs/$ in March 22 and further depreciated to over 78Rs/$ in June, 2022, which 

is expected to sustain, with further devaluation of Rupees. This depreciation, 

while not good for the country’s import bill, has improved competitiveness of 

Indian exporters.  

 

Chart 5: Depreciation of Currency over time 

 
Source: Reserve Bank of India database 

 

However, Director General and CEO of FIEO Shri Ajay Sahai, also pointed out 

towards an impending crisis by stating that although growth in exports have 

been higher which is a positive point, nevertheless growth in imports have been 

larger than growth in the exports which is creating a substantial trade deficit for 

the Indian economy raising it to record $23.33 billion in May. 

 

vi) National Trade Facilitation Action Plan 



India`s national trade Facilitation Action Plan (NTFAP) aims to facilitate 

international trade viareducing time and cost for cargo exports and imports by 

simplifying border management program and reducing trade barriers. NTFAP 

aims to boost efficiency in cross border clearance ecosystem by raising the 

transparency and coordinationin the technological driven procedures which is 

to be supported by upgraded sea ports, airports and land borders, with the help 

of all regulatory agencies such as customs, FSSAI, civil aviation, finance and 

commerce, among others. Moreover, it also focuses on augmentation of road 

and rail infrastructure in domestic economy, in order to reduce logistics by 

enhancing connectivity of all related stakeholders with the ports, ICDs (Inland 

Container Depots), airports, and other export depots. This agreement has been 

substantial in increasing exports and imports as it helped India to redefine itself 

as a legitimate nation indulged in significant international trading-economyand 

helped India to attain a position in international market.  

In pursuit of trade facilitation agenda, India has achieved significant 

improvement for doing business report (World bank report to measure 

regulation across 10 indicators), trade facilitation indicator (published by 

OECD), Logistics index (published by World bank) as well as on the report of 

Global Survey on Digital and Sustainable Trade Facilitation, published by 

united nations.  

III. Issues and Suggestions for Indian Economy to continue on this growth path 

i) Rising Trade Deficits and Effectiveness of FTAs: 

Post-Pandemic, with the global landscape changing,Free Trade Agreements 

(FTAs)present a significant opportunity for the competitive Indian industries to 

expand their horizon. FTAs generally include provisions for trade facilitation, 

investment, government procurement, technical standards, etc., that improves 

the possibility for the trading economies to enhance trade by providing access 

to new markets,trade diversification, innovation, better integration of markets 

and facilitating the transfer of skills and technology.Top 20 economies 



contribute over 85% of the world exports. India also has preferential access, 

economic cooperation, and FTAs with about 54 individual countries, and 

bilateral trade deals in the form of comprehensive economic partnership 

agreements with over 18 groups.However, increasing number of FTAs also 

possess as certain amount of risk for the Indian industries as FTAs are a give 

and take process, i.e., foreign industries are also able to export goods in the 

domestic economy of India at lower rate of restrictions or tariffs,which 

possesses a certain risk for Indian industries, esp to MSMEs, pushing it to 

unwarranted competition from MNCs. 

India is among top 20 economies in the global merchandise export ranking and 

the government’s move carried the right intent of encouraging foreign 

manufacturers to establish shop in India. However, India has 

significantBalance-of-trade disadvantage against almost all importing nations 

such as USA, EU, Canada, Japan, China, Australia, GCC nations, among 

others.The imports crossed the limit of $600 billion, widening trade deficit to 

$193 billion, which is at the highest level in two decades. 

 

Chart 6:India’s imports-exports and Trade deficit over the years (in $ billion) 

Source: CMIE 

 

Import of petroleum, crude and merchandise goods showed a growth of over 

95% over the period of 2020-21, whereas share of top 10 products (including 



petroleum and non-petroleum commodities) increased by 62.68% during the 

same period. This has further negative impact on valuation of rupees and 

exchange rate. Moreover, as a major proportion of oil is imported for 

consumption in the domestic economy, thus a weaker rupee could raise 

inflation in the domestic economy.ICRA Ltd chief economist, Aditi Nayar, 

stated that based on the performance in April-May 2022, the current account 

deficit is expected to rise to $26 billion in Q1 of fyY23, from $23 billion in Q3 

of fy22 and an expected $16 billion in Q4 of fy22.  

ii) Low level of exports as a percentage of GDP 

Like anyother economy in the world, rising exports are a key parameter for the 

Indian economic growth. Moreover, share of exportsin GDP is also expected to 

rise with economic growth. In absolute terms, India`s merchandise exports 

reached $305 billion in 2011-12.At that time, it was around 17% of India`s 

GDP. However, since then theexports as a percentage of GDP substantially 

decreased, with total amount of exports containedwithin the range of $262 

billion (in 2015-16) and $330 billion (in 2018-19). The $419.65 billionexports 

of fy21-22werealso actually pegged at around 13-14% only, thus showing the 

weak performance of Indian exports over the past decade. 



Chart 7: Exports as percentage of GDPin India

 
Source: RBI reports 

 

However, India's exports of services are expected to increased upto $245 

billion in fy22, and with the share of service exports in total exports has 

increasing gradually from 27 per cent in FY2001 to 41 per cent in FY2021, but 

it has moderated to 37 per cent in FY22 reflecting the pandemic induced 

disruptions. 

iii) Low Base Effect: 

The previous surge in exports was of $305 billion in 2011-12 and $330 billion 

in fy2019, however exports in the period of 2012-2018 remain stagnated 

before falling by over 5% in fy2019-20 (where pandemic disruptions could not 

be blamed for India’s dismal performance and India’s goods exports). In fy20-

21, it further dropped by over 7% thus, a sudden rise of over 49% in exports 

during fy21-22 was considered highly significant, especially after two years of 

continuous decline in exports. 



Chart 8: Annual growth rate of India`s goods exports 

 
Source: RBI reports 

 

However, as exports remain stagnated during the last decade (with certain 

fluctuations), this substantial rise in exports during fy21-22isconsidered as an 

outlier by several economists and policymakers because of substantial lack of 

broad-based recovery in exports, and rise in value of exports instead of volume 

(due to sudden surge in inflation) as well as due to one time increase in global 

demand for goods which is in turn due to global economic recovery due to 

massive government spending and a loose monetary policy followed by several 

developed economies. Thus, this rise is expected to be only short-lived. 

Further, India Ratings and Research also suggested that it will not be easy to 

maintain the current export growth momentum, as the stimulus-induced 

demand in developed economies might normalize in fy23 tilting Indian exports 

back in favor of services. 

iv) High logistics and freight charges: 

With increasing integration of India with the world economy, the freight 

charges might have reduced by certain amount however, it isstill nowhere near 

the pre-pandemiclevel, raising logistics cost by substantial amount. The 

average container prices at Chennai and Mumbai ports are still about 150% 



higher than 2019 levels, forcing exporters to ask for the government support 

for freight charges.The Federation of Indian Export Organisations (FIEO) also 

states that the export sector is facing an acute shortage of containers which is 

forcing domestic manufacturers to remain dependent on the imported 

containers. 

The logistics competitive index (LPI),based on 11 key parameters,also states 

that there are significant differences in efficiency across ports.India’s rank in 

the logistics performance index is 44,far behind China’s rank os 26 and South 

Korea’s 25.The unit cost of a container of exports is also significantly higher 

for India compared to China, South Korea and others, thereby reducing the 

price competitiveness of India’s exports. 

 

Chart 9: Export related Logistics: efficiency of ports 

 
Source: report published by thehindubusinessline.com 

 

Indian economy is attempting to reduce logistics cost byimproving quality of 

transport infrastructure, reducing tax liability, improving efficiency of licenses 

and documentation, andtransport and marketing assistance schemes,in order to 

provide an impetus to outbound shipments.  

 

v) Lack of variation: 

 India continues to depend on primary commodities including agriculture, 

fishing, mining, forestry, etc., to drive its export growth. Rise in petroleum 

exports in 2021-22 is also due to a rise in oil prices and a revival in mobility 

rather than higher demand. During fy2020-21petroleum products exports 



declined 37.3% (by around $15.4 billion) y-o-y as the world was suffering due 

to lockdowns and mobility restrictions. Of the top 20 export commodities, only 

six observed the growth rate that is higher than the overall average (49%), 

within which, two had insignificant shares. In other words, most of the 

commodity groups grew at a rate lower than the overall average which 

basically implies that its share in India’s export basket have reduced in 

comparison to the exportsof the preceding year. This includes chemicals and 

related products, which grew at only 17%, as well as agricultural products 

which increased by only 20%.  

The leading commodity groups that helped in substantially raising exports 

include project goods (which are engineering, construction or infrastructure 

projects), which grew by over 102%, and petroleum products, which raised by 

over 157%, as well as base metals, which increased by over 78% and Paper 

and related products, whose exports increased by over 64%.However, growth 

in several of such products, for ex: petroleum and base metals, is due to rise in 

inflation in the international market rather than rising global demand for Indian 

commodities. Thus, instead of depending on commodities that are sensitive to 

prices, India should emphasize on diversification of its export basket by 

including more consumer-led commodities, such as manufactured and value-

added goods.   



Chart 10: Top 20 exports from Indian economy and theirindividual share in 

total export basket (in million $) as well as their respective growth rates 

 
Source: Ministry of Commerce and Industry. 

 

India still has huge untapped potential as estimates by India’s Trade Portal 

suggests a significant difference in India’s exports potential and actual exports 

in many sectors, especially pharmaceuticals, gems and jewellery and 

chemicals. Therefore, it is time to address sector-specific and market-specific 

problems so that India can fully capitalize on exports across sectors. 

vi) Missing competitive drive:  

The merchandise exports ranking of India reduced to Number 8 in 2020 from 

Number 7 in 2018among the 15 developing countries. Its share of exported 

goods fell from 3.9 percent to 3.6 percent during that period. On the other 

hand, China took the top spot followed by South Korea. In fy 2021, which 

suffered by huge supply chain disruptions and economic distress, only China, 

Vietnam, and Chinese Taipei observed growth in exports among the 15 



developing economies. Thus, along with facilitating trade, processes for trade 

and logistics, and reducing trade and transaction costs, India also needs to 

work on ensuring reliability and timely delivery to increase its competitiveness 

and become part of GVCs(global value chains). This is significantly important 

as the space vacated by Japan, China, Malaysia has been actually been 

captured by Bangladesh, Vietnam, Mexico and Thailand, leaving India missing 

out the opportunity. Thus, in order to sustain the increase in exports, India 

needs to specifically emphasize on trade policy, business ecosystem, and 

performance, which are the key parameters of Export Preparedness Index 

(EPI), as per report published by Institute of Competitiveness and Niti Aayog.  

vii) Erasing Reserves: 

Record growth in exports of reaching to $419 billion in fy22 doesn’t represent 

the underlying situation of the falling foreign exchange reserves. After a record 

surge in For-ex reserves by over $16.66 billion to record high of $642.453 

billion by the first week of September, 2021, India’s foreign exchange reserves 

fell by $9.64 billion to $622.275 billion during the week ending March 11, 

2022, which was the lowest in past nine months. This was primarily due to the 

depreciation of Rupees amid rising imports and rise in crude oil prices as well 

as capital outflows due to sustained selling by foreign portfolio investors 

(FPIs). 



Chart 11: India`s Foreign Exchange Reserves 

 

 
Source: RBI. 

 

This fall in reserves not only reduces the extent of freedom that RBI has to 

maintain monetary policy, but also puts significant stress on maintaining 

balance-of-trade by raising the value of imports bill. Thus, creating pressure to 

raise inflation in the domestic economy. 

IV. Way Forward: 

 

Though manufacturing schemes and initiative taken by the government are in 

right direction however, Indian economy needs to emphasize on its 

implementation by increasing efficiency of RoDTEP (Remissions of Duties and 

Taxes on Exported Products), PLI scheme, Aatma-Nirbhar Bharat scheme, 

reduction in freight and logistics charges, insuring faster resolution of issues of 

exporters, among others.To achieve the export target, India has to aggressively 

increase its participation in global value chains (GVCs). India’s best endowment 

for the next couple of decades is its working-age population and its strength is in 

labor-intensivemanufacturing. However, India has to undertake several 

measures to resolve issues to utilise the complete benefits of shift in 

manufacturing hubs as many of these manufacturing giants are moving away 



from the labor-intensive assembly of network products, which offers India an 

opportunity. Thus, Indian economy also needs to focus on research and 

development and faster adoption of advanced technology.Though, the GoI is 

working on reducing compliance burden, improving ease of doing 

business,creating multimodal infrastructure to reduce logistics costs, 

constructing district-level export hubs by revamping the SEZ Act, and signing 

significant trade deals, to create new and free-er avenues for India’s trade. 

However, it is also required to establish a trade promotion setup that can 

support, promote and market domestic commodities  to fulfill targets of 

economic growth and of exports. 

Moreover, Indian economy also needs to pay attentiontowards diversification of 

the export basket and destinations by tapping into new markets, ensuring 

constant access to machinery, technology, and skilled workforce, checking on 

inflation and rising raw materials prices, digitization of processes, efficient 

logistics infrastructure like more availability of containers, etc. The fiscal surge 

will prop up India’s share in global trade. However, it will take the country’s 

sustained volume-based export growth over the next few years to establish itself 

as a prime supplier of quality goods globally. To achieve higher targets, we need 

to design a detailed strategy and identify sectors that can serve as potential 

export-growth drivers, create efficient ecosystems for traders, target specific 

countries for particular exports, and make necessary course corrections. 

Particularly, MSME exporters need a 360-degree support within the country to 

remain resilient and globally competitive especially during unforeseen 

circumstances hampering supply chain and global trade. 
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