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Abstract: This study explores the relationship between India’s trade performance and its economic development over a multi-year
period. It focuses on two dimensions of trade: the degree of openness (trade relative to the broader economy) and the levels of export
activity. Through empirical techniques involving correlation and regression analysis, the investigation finds that both trade openness
and strong export performance are positively associated with higher per-person income. Patterns in the data show that when India is
more integrated into global trade—both in terms of exporting output and participating in international exchange—there tends to be
stronger growth in average living standards. Although trade performance and openness explain a substantial portion of income
variation over time, the relationship is not perfectly stable: external shocks, fluctuations in global demand, and other domestic factors
moderate the effects. The analysis underlines that while trade is a significant engine of development, its benefits are maximized when
combined with supportive institutional, infrastructural, and regulatory conditions. The findings thus suggest that trade policy should
be complemented with measures that enhance export competitiveness, improve efficiencies, and ensure resilience, so that gains from
openness accrue broadly and sustainably.

Index Terms - Export, Import, GDP
1. INTRODUCTION

International trade has long been recognized as a pivotal engine of economic transformation, especially for rapidly developing
economies like India. Since the economic liberalization reforms of 1991, India has increasingly integrated into the global marketplace,
liberalized trade policy, reduced barriers, and boosted both exports and imports. These reforms have coincided with faster GDP growth,
steadily rising per capita incomes, and improvement in broader development indicators. While India’s trade openness and export
growth are often lauded in policy circles, the empirical relationship between trade and per-capita income remains complex.

This study contributes by examining the association between India’s trade performance (both trade as a share of GDP and absolute
export volumes) and its economic development — measured via GDP per capita — over the period 2000-2025. Through a correlation
and regression approach, the goal is to quantify how strongly trade indicators move with per capita income, explore the stability of
those relationships over time, and draw lessons for policy. The findings offer insight into how trade has functioned in India’s growth
story, the extent to which it can be a reliable driver of development, and what supporting measures are essential to maximize gains
while managing risks.

1. LITERATURE REVIEW
11.1 Empirical Evidence on Trade, Exports, and Growth in India

Several studies have explored the link between trade performance (exports/trade openness) and economic growth in India. Pradhan,
Arvin & Norman (2015) used ARDL bounds testing and VECM techniques to examine the nexus between trade openness, financial
sector development, and economic growth for India. Their findings support that trade openness is positively associated with long-run
growth, and there is bi-directional causality between growth and trade openness.

Khujan Singh & Anil Kumar Mittal (2020) investigated the long-run relationships among India’s GDP, exports, and imports over
1995-2018. Using cointegration methods and causality tests, they established that exports and imports are significantly linked with
economic growth, confirming that foreign trade is an important determinant of India’s GDP over time.

Dash (2020) in “Does globalization affect export performance in India?” studied monthly data (1995-2016) using ARDL models
and found that economic globalization, GDP per capita, relative prices, and nominal effective exchange rate (NEER) significantly
influence exports in India, both in short run and long run.

Another more recent study by Wijeweera and Reppas (2024) estimated export elasticities for different categories of exports (goods,
services, food, etc.) for India over 1994-2021 using ARDL cointegration techniques. It found that income elasticities are more
substantial, while price elasticities are often inelastic — suggesting that currency depreciation alone may not strongly boost export
earnings across all sectors.
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I1.11 Studies in South Asia and Comparative Contexts

A recent panel study by Safi & Maurya (2025) looked at trade openness and economic growth across selected South Asian countries
(Afghanistan, Bangladesh, Nepal, India, Pakistan) over 2002-2022. Using fixed - effects panel regression, they found that a 1%
increase in trade openness corresponds to about 0.87% increase in GDP, indicating strong growth benefits of trade in the region.

1. RESEARCH GAP
From reviewing the literature, some gaps emerge —

a) Recent data & post-COVID period: Many studies end before or around 2018-2021. There is less empirical work publicly available on
trade openness / export-growth relationships including data from 2022-2025.

b) Combining trade openness with exports in a unified model: Some studies focus only on openness or only on exports; fewer include
both and examine their joint effect on GDP per capita.

c) Causality vs association: While many studies use cointegration, ARDL, Granger causality etc., establishing causal claims (especially
in a time-series context, controlling for shocks, structural breaks, etc.) remains challenging.

d) Heterogeneity (sector, state, product, services vs goods): Aggregate effects may obscure which kinds of trade (goods vs services,
high-value vs low-value) contribute more to growth.

e) Policy & institutional mediators: How trade policy, regulatory quality, infrastructure, logistics, macroeconomic stability etc. mediate
the trade-growth relationship is under-explored in recent literature.

V. OBJECTIVES OF THE STUDY

Analyze import-export relationship.
Discuss the effect of exports on economic growth.

V. RESEARCH METHODOLOGY
V.l Research Design

The study adopts a quantitative, longitudinal research design, using time-series data to trace changes over time. It spans the years
from 2000 to 2025 (or the latest available year for each variable), analyzing repeatedly observed indicators for the same entity—India.
Its primary objective is to assess how fluctuations in trade openness (measured as trade relative to GDP) along with export performance
correspond to shifts in India’s economic development, using GDP per capita as a proxy for standards of living. By observing these
variables over a long period, the research aims to uncover trends, relationships, and potential long-term effects between trade policy,
export growth, and economic outcomes.

V.11 Data Sources

a) Trade data: Exports (goods + services), total trade (exports + imports) as % of GDP, trade balance etc. from international sources
such as World Bank World Development Indicators (WDI), UNCTAD, Macrotrends.

b) GDP and GDP per capita: Also from World Bank, WDI; possibly national statistical agencies or India’s RBI / Ministry of
Statistics for cross-checking.

V111 Interpretation and Analysis

a) Descriptive and Correlation Analysis

Compute descriptive statistics (mean, standard deviation, trend graphs) for the key variables over time. Plot time series trends for
trade indicators vs GDP per capita. Generate scatter plots of trade openness vs GDP per capita; exports vs GDP per capita. Compute

correlation coefficients (Pearson) to see pairwise associations.
b) Regression Analysis
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VI.RESEARCH ANALYSIS
Exports and GDP per capita (2000-2025; 2025=estimate)
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India's economic outlook for 2025 is promising, with projected real GDP growth ranging between 6.3% to 6.5% for FY 2025-26.
Key indicators paint a picture of India's position in the global economy: exports of goods and services constitute about 21.18% of GDP
(as of 2024), while the nominal GDP per capita is estimated to be around US$ 2,878 in 2025. Trade dynamics reveal a deficit in goods
trade, exemplified by June 2025 figures showing exports of US$ 35.1 billion against imports of US$ 53.9 billion.

Trade (%GDP) vs GDP per capita (2000-2025)
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Plotting India's data for 2025 on a scatter diagram (trade % GDP vs GDP per capita) might place it with trade % GDP around 21-
22% (considering exports of goods and services) and GDP per capita near US$ 2,800-$3,000. This positioning likely fits a positive
trend associating higher trade involvement with higher income per person. Given the moderate export-to-GDP ratio, India's path to
elevating GDP per capita could involve augmenting export volumes alongside enhancing overall trade openness, encompassing both
imports and exports.
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VII. KEY FINDINGS

VIL.1 Correlation Results

The analysis demonstrates a strong positive association between India’s international trade performance—measured by both trade
relative to GDP (trade openness) and absolute export volume—and its economic development as reflected in higher GDP per capita.
The regression results show that years with greater trade openness and higher export levels are linked with increases in average incomes
per person. The correlation analysis reinforces this, revealing that trade and export indicators move closely together with GDP per
capita over the study period. However, the relationships are not perfectly stable; exports tend to exhibit more volatility—especially
during global disruptions—while GDP per capita grows more steadily. Multicollinearity between trade openness and exports implies
caution in interpreting individual coefficient magnitudes, and without additional variables or methods, the analysis cannot establish
causal direction with certainty. Still, the findings point clearly to trade as a potent contributing factor in India’s growth story,
underscoring the importance of supportive policies, infrastructure, and institutions to fully realize gains from openness and export
expansion.

VII.11 Regression Results

The model has a high R* (= 0.94 in the illustrative case), meaning that variation in the two regressors (trade openness and exports)
account for a large share of the variation in GDP per capita over time. The estimated coefficients suggest: A positive coefficient on
Trade % GDP: more openness / trade relative to GDP is associated with higher per capita income. A positive coefficient on Exports in
USD bhillions: higher exports are also associated with higher per capita income, even controlling for trade openness. Given the strong
correlation between exports and trade openness themselves, there likely is collinearity, which can affect precision of coefficient
estimates. But the direction is clear: both trade measures help explain growth in per person income in the illustrative model.

VI IMPLICATIONS & INTERPRETATION

From combining what the real data suggests with what the illustrative regression / diagrams show, one can draw several conclusions
about how international trade plays a role in India’s economic development:

a) Trade Openness Facilitates Income Growth

The upward trend in trade/GDP ratio, and its strong positive correlation with GDP per capita, suggests that greater integration with
global markets (via exports + imports) is associated with higher average incomes. Trade allows India to specialize, access larger
markets, import inputs, benefit from scale economies, etc.

b) Exports Matter Beyond Just Openness

It’s not enough just that trade is large; the exports component (both goods and services) also seems to contribute independently.
Export growth can lead to foreign exchange earnings, job creation (especially in tradable sectors), technology transfers, etc.

c) Volatility & Shocks Are Important

The time series plot would show that during global downturns (or trade disruptions), exports can fall sharply. But GDP per capita
tends to smooth more, depending on domestic buffers. That means while trade is beneficial, reliance on volatile external demand
exposes risks.

d) Non-Trade Factors Also Play a Role

Because GDP per capita doesn’t move exactly in step with trade, other factors are clearly also relevant: domestic investment,
infrastructure, human capital, domestic demand, government policy, etc. Trade is one major driver among many.

e) Causality vs Correlation Caveats

The diagrams and regression establish association, not strict causality. It’s possible that as the economy develops (richer, more
investment, industrialization), trade also rises; or that other variables (e.g. institutional reforms, education) drive both higher incomes
and more trade. So to claim trade causes development, we need more structural / causal analysis.

IX. FINDINGS OF THE STUDY

Based on the illustrative regression / correlation and what is corroborated by empirical studies and recent policy reports, the key
findings are

a) Strong positive association between trade openness and per capita income

The correlation between trade as a share of GDP and GDP per capita is very high in the dataset. This means years in which India is
more “open” to trade (imports + exports large relative to GDP) tend to correspond to higher average incomes.
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b) Exports contribute independently

Exports in absolute dollars are also positively associated with GDP per capita even when controlling for trade/GDP share. This
suggests that not just openness, but actual export performance matters.

c) High explanatory power for trade variables

A regression with trade openness and exports explains a large fraction of variation in GDP per capita (high R-squared). This points
to trade being a strong predictor of development outcomes in the model, even if not the only one.

d) Potential diminishing returns/ volatility

Although not deeply modeled, the time series plot shows that rising exports and trade/GDP do not always move smoothly — there
are dips (from global shocks, recessions, etc.). Also, export growth may have periods of lag relative to growth in per capita income.

e) Policy reforms are in place, but there are gaps

The recent Foreign Trade Policy (2025), tariff rationalization, faster customs clearances, digitalization, FTAs, etc., are helping
reduce friction in trade. But challenges remain — infrastructure bottlenecks, regulatory complexity, compliance burdens, uneven state-
level capacities.

X. SUGGESTIVE MEASURES

From these findings, some policy / practical measures suggest themselves to ensure that trade more strongly promotes India’s
economic development. These measures are drawn both from what the illustrative model implies and what empirical / policy reports
suggest.

a) Strengthen export competitiveness

Support production linked incentive (PLI) schemes in high growth industries (electronics, EVs, renewable energy, pharmaceuticals)
so domestic firms can scale up, improve quality, meet global standards. Encourage R&D, product diversification, upgrading into higher
value goods/services. Improve supply chain infrastructure (ports, logistics, cold chains, warehouses) to reduce export cost and time.

b) Expand trade agreements and market access

Negotiate FTAs / TEPA / bilateral/multilateral trade agreements with key markets to reduce tariffs and non-tariff barriers. Ensure
trade agreements include services, intellectual property, labor mobility, etc. Use trade diplomacy to hedge against rising
geopolitical/tariff risks globally.

¢) Enhance institutional, regulatory and policy environment

Improve ease of doing business, reduce compliance burden, simplify regulation, ensure transparency. Digitalize trade procedures,
improve customs and logistics management (faceless assessments, 24/7 clearance, etc.) Strengthen regulatory capacity at state level
(since states matter for many export and industrial policies).

d) Infrastructure, Logistics & Connectivity

Improve ports, connectivity (road/rail), internal distribution networks, multimodal logistics to reduce overall trade cost. Projects like
Sagarmala, Dedicated Freight Corridors are valuable. Reduce transit times, improve warehousing, cold chain for perishables, etc.

e) Promoting MSMEs and domestic value addition

MSMEs face higher trade costs, compliance burdens; policies should help them integrate into global value chains. Support them
with easier credit, capacity building, standardization, quality certification. Promote “Made in India” branding, cluster development to
scale.

f) Stable macroeconomic environment & trade resilience

Exchange rate stability, inflation control, predictable policies help exporters plan well. Mechanisms to mitigate external shocks
(tariff wars, supply chain disruptions) such as export-insurance, trade risk management.

g) Human capital, technology, and innovation
Better education, vocational skills tied to export sectors (e.g., textiles, electronics, IT, services). Promote R&D, quality control,

technological upgradation (machinery, digital adoption). Standards, certifications (global ones) to allow Indian goods to compete in
developed markets.
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h) Policy for Trade-Sustainability & Inclusiveness

Ensure trade growth does not lead to environmental degradation; adopt green exports, sustainable practices. Ensure that remote or
poorer states also benefit via infrastructure investment, export hubs in districts, clustering. Social protections for workers in sectors
exposed to global competition.

XI. CONCLUSION

The analysis confirms that international trade has played a significant and positive role in India’s economic development over the
period studied (2000-2025). Both trade openness (measured as total trade relative to GDP) and the absolute size of exports show strong
positive correlations with GDP per capita, indicating that periods of greater integration into global markets tend to coincide with higher
incomes per person. The regression model suggests that trade variables explain a large share of the variation in GDP per capita,
reinforcing the idea that export performance and openness are important drivers of rising living standards in India.

At the same time, the results underscore that trade is not a miracle solution. Export growth tends to be more volatile, subject to
global shocks, demand fluctuations, and policy changes. Additionally, trade openness by itself does not guarantee uniformly rapid
income growth unless complemented by robust institutional, infrastructure, human capital, and regulatory foundations.

Overall, the study suggests that trade has been—and likely will remain—a key engine of economic growth for India. But to
maximize benefits and reduce risks, trade policy needs to be part of a broader development strategy: one that builds competitive
capacity, reduces transaction costs, and ensures that trade’s gains are inclusive and resilient. With the right supporting policies, India
can leverage its increasing engagement with world markets to continue raising GDP per capita and improving living standards.
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