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Abstract 

Foreign Trade has been one of the main determinants of financial improvement in a country. The unfamiliar 

exchange of a nation comprises of internal and outward development of labor and products, which results 

into surge and inflow of unfamiliar trade starting with one country then onto the next country. During 

present times, Global exchange is an essential piece of improvement system and it very well may be a 

powerful instrument of financial development, work age and neediness mitigation in an economy. Indian 

unfamiliar exchange has made considerable progress in esteem terms from the hour of acquiring freedom 

in 1947. The all out worth of India's product trades expanded from in 1950-51 to in 2014-15. Under the 

Focal government's mission "MAKE IN INDIA", new activities will be coming up later on in our country. 

The review explores the patterns and example of India's unfamiliar exchange starting around 1991-2015. 

Introduction 

India's unfamiliar exchange strategy was 

profoundly prohibitive and key to the 

development methodology. It was a central point 

in India's unfortunate development execution. 

After freedom in 1947, India's essential errand 

was to end disturbances brought about by parcel 

and the foundation of another administration. In 

1950-51 period, when the Initial Long term Plan 

(FFYP) was declared, comprises generally of a 

posting of framework and other government 

projects which were in progress. These days, job 

of unfamiliar exchange has expanded complex. 

As of now, no nation can stay in seclusion from 

rest of world. Each nation is sending out/bringing 

in merchandise, administrations and making 

different capital exchanges with different nations. 

India's heading of unfamiliar exchange has 

displayed an underlying movement during the 

last ten years. Exchange volume and exchange 

portion of arising and creating economies has 

expanded while the portion of customary 

exchanging accomplices has showed a declining 

pattern. India's product sends out arrived at a 

degree of US $ 312.61 billion during 2013-14 

enlisting a development of 4.06 percent when 

contrasted with a negative development of 1.82 

percent during the earlier year. Regardless of the 

new mishap looked by India's commodity area 

because of worldwide lull, stock products 

actually recorded a Build Yearly Development 

Rate (CAGR) of 15.79 percent from 2004-05 to 

2013-14. The Import/export imbalance in 2013-

14 was assessed at US $ 137.46 billion which was 

lower than the shortfall of US $ 190.34 billion 

during 2012-13. A sharp ascent in trades in May-

July 2014 a larger number of than offset the 

deceleration describing resulting months. Despite 

trade development generally splitting in Q2, the 

general expansion in sends out in April-

September 2014 was 6.5 percent, up from 6.3 

percent in April-September 2013. Despite the fact 

that the general commodity development was a 

shade preferable in April-September 2014 over 

the comparing time of 2013-14, it was gathered 

in a couple of significant areas. Development 

motivations chiefly radiated from four areas, viz., 

designing merchandise, oil based goods, 

readymade articles of clothing and essential 

synthetics and drugs which represented 58% of 

the complete worth of products. Different areas, 

viz., diamonds and adornments, electronic 

products, oil feasts and iron mineral contributed 

adversely to send out execution. 

Objectives of the Study 

• To dissect the organization of 

India's unfamiliar exchange and 

equilibrium of installment. 

• To evaluate the development of 

Unfamiliar Exchange India's 

regarding commodities and 

Imports. 

Research Methodology 
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The current review is illustrative and expressive 

in nature. It depends on auxiliary information 

gathered from confirmed sources. The 

information has been assembled from financial 

review of India and yearly monetary report of 

India. The time span of study has been taken from 

1991 to 2015. 

Trends in India's Foreign Trade 

India's all out stock exchange expanded from 

US$ 467 billion FY2010 to US$ 757 billion in 

FY2015. Sends out from India have expanded at 

a CAGR of 11.6% from 179 billion in FY2010, 

to US$ 310 billion in FY2015. India's Product to 

Gross domestic product proportion expanded 

from 13.3% in FY2010 to 15.6% in FY2015. 

Unfamiliar Exchange Strategy 2015-2020 targets 

expanding India's product and administrations 

commodities to US$ 900 billion by FY 2020 

Table 1 shows the patterns of India's unfamiliar exchange. 

Table 1: Trends in India's Foreign Trade 

Figure 1 & 2 shows the trends of India’s foreign trade. 

Figure: 1 Foreign Trade of India 2011-15 (Growth in %) 

 
Source: Economic Survey, 2015 

Figure: 2 India’s Foreign Trade for the year of 2014 (US $ Billions) 
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Year Exports         %Growth         Imports %Growth Trade 

Balance 

1 2004-2005 83,536            30.85            1,11,517 42.7 -27,981 

2 2005-2006 1,03,091            23.41            1,49,166 33.76 -46,075 

3 2006-2007 1,26,414            22.62            1,85,735 24.52 -59,321 

4 2007-2008 1,63,132            29.05            2,51,654 35.49 -88,522 

5 2008-2009 1,85,295            13.59            3,03,696 20.68 -1,18,401 

6 2009-2010 1,78,751             -3.53            2,88,373 -5.05 -1,09,621 

7 2010-2011 2,51,136            40.49            3,69,769 28.23 -1,18,633 

8 2011-2012 3,05,964            21.83            4,89,319 32.33 -1,83,356 

9 2012-2013 3,00,401             -1.82            4,90,737 0.29 -1,90,336 

10 2013-14(P) 312,610              4.06             450,068 -8.29 -137,458 
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Source: Ministry of Commerce and Industry, 2015 

Trends in Balance of Trade 

Equilibrium of exchange is the different in the 

worth of absolute products of noticeable material 

merchandise and the worth of complete imports 

of apparent material merchandise. Our imports 

have ceaselessly been more than our products, 

coming about into negative equilibrium of 

exchange. Clear from table 2 India's equilibrium 

of exchange has been constantly negative. 

Table: 2 Balance of Trade (Rs. in Crores) 

Year Balance of Trade 

(Exports-Imports) 

1990-91 (-) 10635 

2001-01 (-) 27302 

2007-08 (-) 356448 

2008-09 (-) 547452 

2010-11 (-) 540818 

2011-12 (-) 879504 

2012-13 (-) 1034843 

2013-14 (-) 810423 

                      Source: Economic Survey 2014-15; RBI Bulletin April, 2015. 

Trends in Overall Balance of Payments 

Overall balance of payments include balance of 

payments on current account and capital account. 

Through, economic reforms of 1991, efforts were 

made to attract foreign investment. This resulted 

in more capital receipts and our overall balance 

of payments turned favorable. Trends in overall 

balance of payments are shown in table 3.  

Table: 3 Overall Position of Balance of Payments (Rs. in Crores) 

Year Balance of Payments on 

Current Account 

Balance of Payments on 

Capital Account 

Total Balance of Payments 

(Current + Capital Account) 

1990-91 (-) 17366 (+) 12895 (-) 4471 

2001-01 (-) 11431 (+) 39093 (+) 27662 

2007-08 (+) 47952 (+) 96042 (+) 143994 

2008-09 (-) 180626 (+) 244863 (+) 64237 

2010-11 (-) 210100 (+) 269600 (+) 59500 

2011-12 (-) 376000 (+) 307500 (-) 68500  

2012-13 (-) 479600 (+) 500300 (+) 20700 

2013-14 (-) 187750 (+) 283804 (+) 96054 

Source: Economic Survey 2014-15; RBI Bulletin April, 2015. 

Balance of payments on capital account is 

positive for the last many years and it has made 

the overall balance of payments positive and has 

helped to increase forex reserves of India. In 

2011-12, overall balance of payments was 

negative, because of global recession resulting in 

slow growth in inflow of foreign investment and 

slow growth of exports. In year 2013-14, with the 

global economic recovery and expected future 

growth of Indian economy, balance of payments 

on capital account was favorable by Rs. 283804 

crore. It has made the overall balance of 

payments positive. On March 27th, 2015, India’s 

forex reserves were US $ 341.38 billion. 

Trends in Balance of Payments (Current 

Account) 

India’s balance of payments turned unfavorable 

in the post-independence era. During Second 

World War India’s balance of payments 

remained favorable. During war time, India 

exported large quantity of goods to allied nations 

and imported very small quantity of goods from 

them. England owned India sterlings equivalents 

to Rs. 1733 crores. But in post-partition period, 

India’s imports far exceeded its exports.  
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 Table: 4 India’s Balance of Payments (Current Account) 

Plans Balance of 

Payments on 

Current Account 

(Rs. in crore) 

Plans Balance of Payments on 

Current Account (Rs. in 

crore) 

First Plan (-) 42 Tenth Plan (2002-03) (+) 19987 

Second Plan (-) 1725 (2003-04) (+) 47952 

Third Plan (+) 1951 (2004-05) (-) 12174 

Fourth Plan (-) 2015 (2005-06) (-) 43737 

Fifth Plan (+) 3082 (2006-07) (-) 45343 

Sixth Plan (-) 11384 Eleventh Plan (2007-08) (-) 68914  

Seventh Plan (-) 38313 (2008-09) (-) 131614 

Eighth Plan (-) 59832 (2009-10) (-) 180626 

Ninth Plan (-) 62715 (2010-11) (-) 210100 

(2011-12) (-) 376000 

Twelfth Plan (2012-13) (-) 479600 

(2013-14) (-) 187750 

Source: Statistical Outline of India, 2012-13; RBI Bulletin April, 2015. 

The deficit of balance of payments in each plan is 

shown in table 4. Deficit of India’s balance of 

payments on current account during the pre 

planning period i.e. 1947-1951 was of the order 

of Rs. 240 crore. In 1949, rupee was devalued but 

the situation didn’t improve. During the first plan 

(1951-56), it was Rs. 42 crore only. But now in 

year of 2013-14, this deficit is Rs. 187750 crore. 

Balance of Payments Crisis  

In India, shortage of equilibrium of installments 

has been rising constantly starting around 1980-

81. For example, in 1980-81 BOP on current 

records was unfriendly to the tune of Rs. 2214 

crore and it rose in 1990-91 to Rs. 17367 crores. 

The ongoing record shortfall found the middle 

value of to 2.4% of Gross domestic product 

during the period from 1980-81 to 1990-91. 

Withdrawal of non-inhabitants stores 

additionally unfavorably impacted the unfamiliar 

trade. The bay emergencies of 1991, prompted an 

extraordinary emergency yet to be determined of 

installments. The prompt effect was the ascent in 

the oil import bill. The settlements from Indian 

laborers in the bay region were declined. Every 

one of these brought about an extraordinary 

ascent in BOP shortage. The unfamiliar trade 

holds declined to the least level. Forex save was 

not exactly even 1 billion US dollars in 1991. To 

meet the installments of fundamental imports the 

public authority had to vow gold stores of RBI 

with UK. There could have been no other option 

before the public authority however to take 

advances from global monetary organizations. 

These establishments allowed credit depending 

on the prerequisite that monetary changes as 

advancement, privatization and globalization are 

to be quickly carried out. This brought about the 

rise of new monetary changes. Therefore, 

presently our general BOP is in excess. 

The forex save is a significant part of worldwide 

money. Expansion in forex stores of a country is 

a sound sign. These stores function as security net 

in the circumstance of homegrown or worldwide 

monetary emergency. The patterns in forex saves 

are displayed in figure 3. 

Figure: 3 Forex Reserve of India (2011-15) 

 
Source: Economic Survey, 2015 
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External borrowings include loans from foreign 

governments, loans from international financial 

institutions, loans from foreign banks and 

deposits made by non-residents. The external 

borrowings of developing countries have 

increased over a period of time. The developing 

nations raise large amount of external borrowings 

to finance their development programs. The 

Burden of India’s External Debt is shown in 

figure 4. 

Figure: 4 Burden of India’s External Debt (2011-14) (US $ Billions) 

 
Source: Economic Survey, 2015 

Suggestions to correct disequilibrium in the 

BOP 

The primary consider representing 

disequilibrium equilibrium of installments is the 

abundance of imports over sends out. Two 

measures are, consequently, called for to address 

this disequilibrium. The products ought to be 

advanced and imports be deterred. For this, 

import replacement ought to likewise be 

depended on. To chop down imports and support 

sends out, it is fundamental that agrarian, modern 

and mineral creation be expanded. Jute made 

items; tea and espresso are significant product 

things of India. Additionally, administration of 

India ought to go into economic accords with 

different nations, empower unfamiliar venture, 

foster appealing traveler places for outsiders in 

the nation, force limitation on trivial items 

imports and so on. The GOI ought to set up SEZs 

to support sends out from these areas. As 

unrefined petroleum is the biggest thing of our 

imports, so government ought to figure out 

substitute wellsprings of energy and ought to 

foster productive mass vehicle framework. It will 

assist with diminishing the interest of unrefined 

petroleum in India. There should be additionally 

advancement of social mindfulness for less 

utilization of gold as superficial point of interest. 

Conclusion 

The limiting of India's import/export imbalance 

in April-September 2014 contended well for 

India's general equilibrium of installments. In any 

case, the deceleration in send out development 

lately has elevated disadvantage gambles in a 

troublesome worldwide exchanging climate. On 

the import side, further mellowing of global costs 

of key wares might assist with containing the 

degree of imports, albeit the rising gold imports 

might counterbalance this benefit and turnout to 

be the vital determinant of in general imports. 

Other than this, the upswing in non-oil non-gold 

imports since May 2014 may build up speed as 

homegrown action acquires fascination. 
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