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Abstract

India’s foreign trade policy has undergone significant transformations since the country's economic
liberalization in 1991 and more specially since 2014. This article examines the opportunities and
challenges underlying India's foreign trade policy, analyzing its evolution, key components, and impact

on the economy.

Introduction
India's foreign trade policy aims to promote economic growth, increase exports, and integrate the
country into the global economy. The policy has undergone significant changes since 1991, with a shift

from a restrictive to a more liberalized regime.

Evolution of India’s Foreign Trade Policy

1. Pre-1991: Highly restrictive trade policy with quantitative restrictions and high tariffs.

2. 1991-2000: India’s New Economic Policy paved way towards Liberalization and introduction of
Export-Oriented Units (EOUs) and Special Economic Zones (SEZs).

3. 2000-2010: Post 2000 era gave impetus to further liberalization, introduction of Free Trade
Agreements (FTASs), and emphasis on services exports.

4. 2010-2023: "Make in India" initiative, focusing on manufacturing, exports, and emphasis on digital

trade.
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Key Components of India's Foreign Trade Policy

1. Foreign Trade Agreement (FTA): India has FTAs with ASEAN, SAFTA, and MERCOSUR.

2. Generalized System of Preferences (GSP): India benefits from GSP schemes of the US, EU, and
other countries.

3. Special Economic Zones (SEZs): Tax incentives and infrastructure support for export-oriented
units.

4. Export Promotion Schemes: Duty drawback, export incentives, and marketing assistance.

5. Trade Facilitation Measures: Simplified procedures, reduced documentation, and increased use of

technology.

Opportunities

1. Growing Exports: India's exports have grown consistently, with a CAGR of 10%.

2. Diversification of Trade: Increased trade with emerging markets, particularly in Asia and Africa.
3. Foreign Investment: India attracts significant FDI, with a record $62 billion in 2020.

4. Job Creation: Trade has created millions of jobs in manufacturing, services, and logistics.

5. Economic Growth: Trade contributes significantly to India's GDP growth.

Challenges

1. Trade Deficit: In the recent years, India's trade deficit has widened, particularly with China.

2. Competitiveness: Indian industries face competition from countries with lower production costs like
Vietnam and China.

3. Infrastructure Constraints: Inadequate infrastructures like huge port and transportation hinders
trade facilitation.

4. Regulatory Framework: Complex regulatory environment like bureaucratic hurdles discourages
foreign investment.

5. Global Trade Tensions: India is vulnerable to global trade tensions and protectionism.
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Conclusion

India’s foreign trade policy has made significant progress, but challenges persist. To address these
challenges, the government should focus on:

1. Improving Infrastructure: Invest in trade-related infrastructure, including ports, logistics, and
transportation.

2. Simplifying Regulations: Streamline regulatory procedures and reduce bureaucratic hurdles.
3. Enhancing Competitiveness: Implement policies to increase competitiveness, such as skill
development and innovation incentives.

4. Diversifying Trade: Expand trade with emerging markets and diversify export products.

5. Negotiating FTAs: Pursue FTAs with key trading partners to increase market access.
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