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Abstract

This project investigates the comprehensive impact of trade liberalization on India’s export
performance from 1991 to 2023. Trade liberalization refers to the removal or reduction of trade
barriers, such as tariffs and quotas, to allow for the free flow of goods and services between
nations. In India, these reforms were initiated in 1991 following a severe balance of payments
crisis. The liberalization measures included de-licensing of industries, reduction in tariff rates,
encouragement of foreign investment, and a shift toward market-oriented policies. These
policies significantly impacted on the country’s export structure, leading to diversification and
growth in both merchandise and services exports. This study employs secondary data from the
Reserve Bank of India, Ministry of Commerce, World Bank, and WTO to track changes in
export value, sectoral contributions, and policy milestones. A graphical analysis of pre- and post-
liberalization periods highlights the structural shift in export composition. The findings suggest
that liberalization has helped India transition from a protectionist economy to a globally
integrated exporter with strengths in information technology, pharmaceuticals, and engineering
goods. However, persistent challenges such as logistics inefficiencies, non-tariff barriers, and
limited value addition continue to hamper growth. The project concludes with recommendations
to enhance export competitiveness and policy effectiveness.

Introduction

Trade liberalization is the process of removing trade barriers to allow for the free exchange of
goods and services across borders. In India's case, the economic liberalization of 1991 was a
turning point, introduced in response to a critical economic crisis. These reforms marked a
paradigm shift from a protectionist policy regime to a more open and market-driven economy.
The goal was to boost efficiency, attract foreign investment, enhance export performance, and
integrate with the global economy. Before 1991, India’s trade policy was inward-looking and
heavily dependent on import substitution. The country faced a severe balance of payments crisis,
with foreign exchange reserves depleting to less than two weeks’ worth of imports. The IMF and
World Bank supported India’s reform program under a structural adjustment framework. As part
of the reforms, the government reduced import tariffs, removed licensing restrictions, devalued
the rupee, and liberalized FDI policies. These actions laid the groundwork for export-led growth.
Over the past three decades, India has seen substantial changes in its export profile, including
the emergence of high-growth sectors like IT services, pharmaceuticals, and engineering
goods. Liberalization not only improved export volumes but also helped diversify export
destinations and product offerings.

Trade liberalization refers to the removal or reduction of trade barriers, such as tariffs and
quotas, to promote free trade among nations. For India, trade liberalization gained momentum
after the 1991 economic reforms. This project explores how liberalization impacted India’s
exports—both in volume and value—and analyses sector-wise performance over time.

Corresponding Author: Dhiraj Bajaj, dhirajbajajl2@gmail.com



https://doi.org/10.5281/zenodo.15322963
mailto:dhirajbajaj12@gmail.com

Bajaj (2025) SSIUIMAR, Vol. 13, No. 3

Objectives of the Study
The primary aim of this project is to assess how trade liberalization has influenced India’s export
performance since the early 1990s. Specifically, the study has the following objectives: First,
to analyses the historical context of India’s trade policies before liberalization and understand the
motivations for change. Second, to evaluate the trajectory of India’s exports post-liberalization
using time-series data and sectoral analysis. Third, to study the transformation in the
composition of India’s exports, from agriculture and textiles to services and high-value goods.
Fourth, to identify the key government initiatives, such as the SEZ policy, Make in India, and
Production Linked Incentive (PLI) schemes, and their role in boosting exports. Fifth, to highlight
the challenges that continue to constrain export performance, including infrastructural
bottlenecks, lack of competitiveness, and regulatory hurdles. Finally, the project seeks to provide
data-driven recommendations that can guide future export strategies and enhance India’s
competitiveness in the global market. The study aims to bridge the gap between policy intent and
implementation by examining empirical evidence. This will help assess whether liberalization has
delivered long-term benefits to the Indian economy, particularly in terms of export growth,
diversification, and employment generation.
To understand the concept and process of trade liberalization in India
To analyze the trends in India’s exports pre- and post-liberalization
To evaluate sector-wise export performance (e.g., textiles, IT, pharmaceuticals)
To assess challenges and opportunities created by liberalization
To suggest policy measures for improving export competitiveness

Literature Review

Trade liberalization has been widely examined in economic literature for its effects on developing
economies, particularly India. Prominent economists like Jagdish Bhagwati (1998) advocated for
trade openness as a means of achieving economic efficiency and competitive advantage. He
argued that freer trade leads to optimal resource allocation and improved consumer welfare.
Panagariya (2004) reinforced this view in the Indian context, noting that India’s growth trajectory
improved after liberalization, especially in the services sector. Joshi and Little (1996) traced
India's gradual transition from import substitution to export promotion and highlighted the
importance of structural reforms in achieving trade efficiency.

The World Bank (2010) pointed out that while liberalization opened global markets, its success in
India depended on concurrent improvements in logistics, ports, and policy execution. More
recent studies (e.g., NITI Aayog and ADB reports) underline the uneven distribution of benefits.
Sectors like IT, pharmaceuticals, and engineering gained substantially, while labor-intensive
sectors like textiles faced global competition and internal policy hurdles. Several studies also
explore the role of global trade institutions like the WTO in shaping India’s export policies post-
liberalization. The literature broadly agrees that liberalization positively impacted India’s exports,
but stresses that targeted interventions are needed to make the growth more inclusive and
sustainable.

Panagariya (2004): Found that trade liberalization in India helped shift production to export-
oriented sectors, especially services and manufacturing.

Joshi & Little (1996): Emphasized the role of 1991 reforms in opening the Indian economy and
integrating it with the global trade system.

World Bank Report (2010): Highlighted that India's exports grew significantly due to improved
market access and FDI inflows post-liberalization.
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Methodology

This study employs a mixed-methods approach, incorporating both qualitative and quantitative
analyses to assess how trade liberalization has impacted India's export performance. The
research covers the period from 1980 to 2023 to provide a comprehensive comparison between
pre- and post-liberalization phases. The quantitative component relies heavily on secondary data
sourced from authoritative databases such as the Reserve Bank of India (RBI), Ministry of
Commerce and Industry, World Bank, WTO, and UN Comtrade. These databases offer valuable
information on export trends, sectoral distribution, GDP ratios, and trade policy indicators.

Key metrics include total export values in USD, export-to-GDP ratios, sector-specific
contributions, and growth rates. To illustrate trends and transformations, visual tools like line
graphs and pie charts are used. Analytical techniques such as CAGR (Compound Annual
Growth Rate) and decadal comparisons help quantify changes over time. The qualitative aspect
of the study includes reviewing policy documents, Economic Surveys, and expert commentaries
to contextualize the data. This holistic methodology ensures that both the numerical growth and
the structural changes in export performance are evaluated in depth. The goal is to present a
data-backed narrative that explains not just how exports changed, but why they changed in
response to liberalization.

Type of Study: Descriptive and analytical

e Data Sources: Secondary data from RBI, Ministry of Commerce, World Bank, and WTO
Time Period: 1980-2023

e  Key Indicators: Export volume, export value, export-to-GDP ratio, sectoral contributions

Trade Liberalization in India: A Brief Timeline

Trade Liberalization Timeline

India's trade liberalization began in earnest in 1991, spurred by a severe balance of payments
crisis. Before this, India's economy was characterized by high tariffs, import licensing, and a
largely closed trade regime. The 1991 reforms, led by then-Finance Minister Dr. Manmohan
Singh, marked a decisive break from protectionist policies. The reforms focused on reducing
tariffs, eliminating quantitative restrictions, simplifying export-import procedures, and allowing
greater foreign direct investment (FDI). Tariff rates were reduced from above 150% to an
average of around 10-15% over the next two decades.

In 1995, India became a founding member of the World Trade Organization (WTQO), committing
itself to multilateral trade agreements and further liberalization. This move aligned Indian trade
policies with global standards, encouraging transparency and dispute resolution. The 2000s saw
the rise of Special Economic Zones (SEZs), Export Oriented Units (EOUs), and Export
Promotion Capital Goods (EPCG) schemes to incentivize trade.

From 2014 onwards, flagship initiatives like ‘Make in India’ and ‘Startup India’ aimed to boost
manufacturing and exports. More recently, the Production Linked Incentive (PLI) schemes
launched in 2020 target key sectors like electronics, pharmaceuticals, and textiles to enhance
export competitiveness. Each of these milestones expanded India’s global trade footprint
significantly.

Year Key Milestones
e The 1991 Economic crisis leads to New Economic Policy: LPG (Liberalization,
Privatization, Globalization)
e 1995 |Indiajoins WTO
e 2000s SEZs promoted, FTAs signed with ASEAN, SAFTA, efc.
e 2010s "Make in India" launched, more FTAs explored
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e 2020s Focus on PLI schemes, export hubs, e-commerce trade

Export Performance: Pre- and post-liberalization

India’s export performance has shown strong and sustained growth since trade liberalization.
In 1990, total exports were valued at approximately $18 billion. As of 2023, they have
exceeded $450 billion, marking a dramatic rise in global trade participation. The composition
of exports has also undergone significant changes. Before liberalization, India’s exports were
dominated by low-value agricultural and textile goods. Post-1991, there has been a structural
shift toward high-value sectors like pharmaceuticals, chemicals, petroleum products, and
especially IT and ITeS (Information Technology enabled Services).

Services exports have emerged as a key strength. India's IT sector, led by companies like
TCS, Infosys, and Wipro, has positioned the country as a global outsourcing hub. Services
exports reached over

$320 billion in 2023, almost rivalling merchandise exports. Engineering goods, automobile
components, and electronic hardware have also shown strong performance, particularly after
the implementation of the PLI schemes.

The export-to-GDP ratio rose from under 7% in 1991 to over 21% in recent years, indicating
deeper integration with global markets. However, this growth has not been uniform. While
urban, tech- driven sectors have thrived, traditional sectors like handicrafts struggle with global
competition and insufficient support. Nevertheless, India’s exports are more diverse, stable,
and competitive today than ever before.

Export Trends
Year Export Value (USD Billion)
1990 $18.1
2000 $42.3
2010 $178.8
2020 $275.5
2023 $451.1

Exports increased over 20 times from 1990 to 2023.
Major increase in services exports: IT, BPO, financial services.

Sectoral Performance Sector Impact of Liberalization

Textiles Enhanced competitiveness, access to global markets

Pharmaceuticals  Boosted due to TRIPS compliance, patent regime changes Information
Technology Massive growth via outsourcing and FDI

Gems and Jewelry Duty cuts, global branding helped exports grow

Challenges post-liberalization

Despite the gains from liberalization, India continues to face several challenges in realizing
its full export potential. One major issue is the trade deficit, which persists due to high import
dependency, particularly in crude oil, gold, and electronic components. While exports have
grown, they often lag imports, contributing to a current account imbalance. Another challenge
is the over-reliance on a few export markets, notably the United States, the European Union,
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and the UAE, making India vulnerable to external shocks and trade policy changes in those
regions.

Non-tariff barriers (NTBs) such as quality standards, certification requirements, and
environmental regulations also hinder market access. Domestic issues like infrastructural
bottlenecks, complex taxation, and procedural inefficiencies in ports and customs further
reduce export competitiveness. The GST regime, while aimed at simplifying taxation, has
created refund delays for exporters, affecting liquidity.

Micro, Small and Medium Enterprises (MSMEs), which form a large part of India's industrial
base, often lack the capital and scale needed to access global markets. Additionally, limited
R&D investment and technological capabilities restrict India’s ability to move up the value
chain. Labor laws, skill shortages, and weak branding of Indian products abroad also remain
hurdles that need strategic policy intervention.

Trade Deficit: Imports have grown faster than exports in many years. Overdependence on a
few markets (e.g., USA, UAE)

Quality and infrastructure issues: Logistics, port delays, compliance Global shocks: 2008
crisis, COVID-19, Russia-Ukraine war

Opportunities and Policy Recommendations

India has multiple opportunities to strengthen its position as a global exporter. The rise of digital
trade, increased demand for pharmaceuticals, and diversification away from China present new
avenues. Expanding into under-served regions like Africa, Southeast Asia, and Latin America
can reduce over-dependence on traditional markets. The growth of e- commerce platforms and
digital payment infrastructure provides MSMEs with a low-cost entry into international markets.
To fully harness these opportunities, India must address its structural limitations. First, logistics
and port infrastructure need substantial investment. Initiatives like the Gati Shakti master plan
and National Logistics Policy are steps in the right direction. Second, trade agreements should
be pursued strategically—India’s recent FTAs with Australia and the UAE are promising
examples.

Third, policies should focus on value addition. Rather than exporting raw materials, India must
encourage processing and manufacturing. Enhancing R&D, supporting design and innovation,
and creating sector-specific export hubs can help. Fourth, the ease of doing business should be
improved by digitizing export procedures and simplifying compliance.

Lastly, export promotion councils, trade shows, and branding efforts should market Indian goods
more aggressively. Training programs to skill the workforce in export-oriented industries can
ensure long-term sustainability. If these measures are implemented, India could become a top
five global exporter by 2040.

Opportunities

Free Trade Agreements (FTAs)

Digital and e-commerce exports

Expansion in newer sectors: green tech, EVs, Al

Recommendations

Invest in trade infrastructure and digital logistics

Diversify export markets and products

Skill development to support high-value exports

Encourage MSMEs to enter global value chains

Simplify export compliance procedures
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Conclusion

Trade liberalization has been a turning point in India’s economic history, especially in terms of
export performance. The 1991 reforms dismantled a protectionist regime and set the stage for
global integration. Since then, India has not only increased the volume of exports but has also
diversified its export basket and destinations. The shift from agrarian and textile-based exports to
high-value engineering goods, pharmaceuticals, and IT services reflects a significant structural
transformation.

However, this progress has been uneven. While urban and service-oriented sectors have thrived,
traditional sectors continue to struggle. The persistence of infrastructural and policy bottlenecks
indicates that liberalization alone is not sufficient—it must be complemented by deep reforms in
logistics, education, technology, and governance. The future of India’s exports depends on how
effectively it can adapt to global shifts, such as digitalization, climate change regulations, and
geopolitical changes. Strategic trade policies, robust institutions, and a focus on sustainability
can enable India to become a resilient and inclusive export powerhouse. In summary, trade
liberalization was the necessary first step, but continuous innovation, policy support, and global
alignment will be essential to fully realize its potential. Trade liberalization has been a critical
driver in transforming India's export landscape. It brought structural shifts, expanded global
access, and positioned India as a strong player in services exports. However, the path ahead
requires strategic interventions to sustain growth and competitiveness.
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