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Abstract 
After the independence there were many changes that have taken place in almost all sectors of the Indian economy, especially in 
the liberalized period of the Indian economy. During the period between 1947 – 1991 India was following a mixed economy 
combining the features of capitalism and socialism. This resulted in the intervention policies by the Govt., substituting the 
imports that failed to take advantage of the post war expansion of trade. Followed by that in 1991, India adopted liberal and free 
market oriented principles and liberalized its economy to international trade under the guidance of Dr.Manmohan Singh, who 
was the than Finance Minister under the leadership of P.V. Narasimha Rao the than Prime Minister. After the adoption of new 
economic policy the total trade of India has increased. Hence the there is an earnest attempt to examine the India’s foreign trade 
during before and after the liberalization period. The entire data for the present study is collected from the secondary sources. 
The collected data has been analyzed by using Paired t-test from SPSS software package and graphs.     
Keywords: Exports, Imports, Trade Balance, Total Trade, Liberalization  
 
1. INTRODUCTION 
Several economists have argued against the “Free trade” or “Foreign Trade” on the ground that it benefits exporting 
countries and impoverishes importing countries whether or not these regions or “Nations” or “Countries” benefit 
indirectly. After independence many changes have taken place in almost all the sectors of the Indian economy, especially 
after the liberalization period of the Indian economy. During the period between 1947 to 1991 Government of India was 
following a mixed economy combining the features of capitalism and socialism. This resulted in the interventions by the 
Govt., i.e. encouraging the exports and controlling or substituting the imports. Followed by that in 1991, India adopted 
liberal and free market oriented policy and liberalized its economy to international arena. With the Liberalization, 
Privatization and Globalization of the Indian economy and the government policies on exports and imports also changed. 
Many of the foreign countries which were members of the trading blocks like SAARC, WTO entered into for doing in the 
international trade and made many, trade agreements with its neighbors.  
The services sector was playing a major role in the development of the Indian economy with this (the after the LPG) the 
total shape of the Indian economy has changed along with the changes in polices of the government. The government 
policies like the EXIM policy of the government put some products earlier in the restricted trade list now came into the 
open general list and more over the number of products in the restricted list has now brought down to somewhere around 
two hundred and placed in the open general list. With the liberalization in the licensing policy many of the Indian firms 
entered into business with individual or with joint ventures to do export and imports business. Many of the foreign 
countries which were members of the trading blocks like SAARC, WTO entered into India to do export and imports 
business. In this regard an attempt is made to find out the impact of India’s International trade during this period. 
 
2. REVIEW OF EARLIER STUDIES  
B.K.Shinde (2009), examined the Trends in the India’s Foreign Trade policy from the planning period to till the financial 
year 2004. For this purpose he collected the (Secondary Data) pertaining to the India’s foreign trade selecting a period 
from 1950 to 2004. Dr.Byram Anand and Dr.P.Varalaxmi, examined the India’s overall Trade during the period between 
2005 to 2010. They identified the exports and imports of principal commodities only. Veeramani.C (2007), examined the 
Sources of India’s Export Growth in Pre- and Post- Reform Periods. He empirically proved that the fast growth of India's 
merchandise exports since 2002 gives no room for complacency since it has been mainly determined by a afloat world 
economy. The competitiveness effect, though positive, it has not been the major contributing factor to the speeding up in 
the growth rate of merchandise exports in recent years. Finally he concludes that the exports have been adversely affected 
by the appreciation of the real effective exchange rate during the post period. Nilanjan Banik (2001) examined an analysis 
of India’s Exports during the 1990s, than he found that the decline in Indian exports during 1996 - 97 was fall due to the 
growth rate of export volumes. His analysis brings out the nature of demand side factors, as against supply side 
bottlenecks, that have constricted the growth of exports. However, easing of supply side constraints too would have aided 
the revival of export growth.  
 
3. OBJECTIVE OF THIS STUDY  
The main objective of the present study is to examine the India’s foreign trade before and after liberalization period.  
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4. HYPOTHESIS FORMULATED FOR THE STUDY 
H0: μ1 = μ2: There is no significant difference in the India’s Total Trade before and after the liberalization period.  
H0: μ1 = μ2: There is no significant difference in the India’s Export before and after the liberalization period.  
 
5. METHODOLOGY  
It is in this backdrop an attempt is made to study the impact of the India’s Foreign Trade before and after the 
liberalization of the Indian economy in the year 1991 by way adopting New Economic Policy as a measure of making 
structural changes in the Indian economy when it faced a chronic unfavorable balance of payment situation.  
 
6. RESEARCH DESIGN  
For this purpose a descriptive research design was adopted. While the study covered the foreign trade, Imports, exports 
and trade balances an attempt has also been made to study its impact before and after adopting such a policy. 
 
7. SOURCES OF DATA   
The present study is carried out entirely using the secondary data. The data is collected from 1950 to 2013. The secondary 
data was collected from Ministry of Commerce and Industry, Director General of foreign trade and CMIE data base.  
 
8. LIMITATIONS OF THIS PAPER    
The limitations of the paper 
  1. The study has been under taken only the India’s Foreign Trade. 
  2. The present study relies on aggregate data, particularly the yearly data series.  
 
9. INDIA’S FOREIGN TRADE   
The India’s International Trade reflects the growing prominence of Indian economy in the global market, in turn leading 
it to a new International economic order. The developments in the International economic environment has helped the 
developing countries as well as under developed countries in improving their entire global economy. The present trading 
policies adopted by the Indian government have facilitated the establishment of an international economic order, setting 
up a mutual relationship between the developed and developing countries. The new economic policy reforms launched 
have attracted many investors from India to participate in the International Trade. 
International trade implies trade between two or more countries. It is one of the fundamental and macro economic 
variables of a country. The Foreign trade is considered as an “Engine of growth”. This is depend upon the various factors 
such as the ratio of foreign trade of an economy with world trade, terms of trade, volume of exports, volume of imports 
and trade balances etc.  
 
10. NEW ECONOMIC POLICY    
The fundamental features of the New Economic Policy are that it provides freedom to the entrepreneurs to establish any 
industry or trade or business venture. The entrepreneurs are not required to get prior approval (i.e. liberalization) for 
starting any new ventures. What they need is that they have to fulfill certain conditions to get into a line of one's choice. 
Another feature of the new economic policy is the extension in the scope of privatization. Now, majority of the economic 
activities will be conducted by the private sector. Moreover, Govt. has also privatized the ownership of some of the public 
sector undertakings by way of selling the capital of some of the selected enterprises to the private sector. The field of 
privatization has further been extended by offering greater opportunities for investment to the foreign private investors. 
Economic Policy seeks to accord priority to the private sector. 
The new economic policy has made the economy market oriented. Now, its activities are to be governed both by the 
domestic market and also the world market. It means unification of the domestic economy with the world economy. In 
fact, this has become possible by various policy initiatives taken by the Govt. For instance, devaluation of rupee in June 
1991 was intended to do away with the artificially controlled overvalued exchange rate of the rupee. 
To assess the changes in the economy, foreign India’s Foreign Trade has been taken as a sample. The trends in the 
growth of the volume of India’s trade may prove this fact.  
 
11. TABLES & FIGURES  

Table # 1 
India’s Trade on Pre - Liberalization Period 

Year  Exports % of change  Imports % of change  Total Trade  % of change  

1971 1535 --- 1634 --- 3169 --- 
1972 1608 4.76% 1825 11.69% 3433 8.33% 
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1973 1971 22.57% 1867 2.30% 3838 11.80% 
1974 2523 28.01% 2955 58.28% 5478 42.73% 
1975 3329 31.95% 4519 52.93% 7848 43.26% 
1976 4036 21.24% 5265 16.51% 9301 18.51% 

1977 5142 27.40% 5074 -3.63% 10216 9.84% 
1978 5408 5.17% 6020 18.64% 11428 11.86% 
1979 5726 5.88% 6811 13.14% 12537 9.70% 
1980 6418 12.09% 9143 34.24% 15561 24.12% 
1981 6711 4.57% 12549 37.25% 19260 23.77% 
1982 7806 16.32% 13608 8.44% 21414 11.18% 
1983 8803 12.77% 14293 5.03% 23096 7.85% 
1984 9771 11.00% 15831 10.76% 25602 10.85% 
1985 11744 20.19% 17134 8.23% 28878 12.80% 
1986 10895 -7.23% 19658 14.73% 30553 5.80% 
1987 12452 14.29% 20096 2.23% 32548 6.53% 
1988 15674 25.88% 22244 10.69% 37918 16.50% 
1989 20231 29.07% 28235 26.93% 48466 27.82% 
1990 27658 36.71% 35328 25.12% 62986 29.96% 
1991 32558 17.72% 42095 19.15% 74653 18.52% 
Source: Ministry of Commerce, Government of India. 
 
The observation of the table # 1 shows that except in the year 1971 and 1977, the imports in all the years are more than 
the exports in all years. It also shows that in all the years, the exports as well as the imports are increasing in all the 
years. Because of this the percentage change in the total trade over the previous years has been fluctuating between 5.80 
percent in the year 1986 to 40 percent in the year 1974. The trends in the volume of export trade during the post 
liberalization period also has been analysed to prove the positive benefits. 
 

Table # 2 
India’s Trade during the Post - Liberalization Period: 

Year  Export % of change  Import  % of change  Total Trade % of change  

1992 44042 35.27% 47841 13.65% 91883 23.08% 
1993 53688 21.90% 63375 32.47% 117063 27.40% 
1994 69749 29.92% 73177 15.47% 142926 22.09% 
1995 82673 18.53% 89971 22.95% 172644 20.79% 

1996 106352 28.64% 122678 36.35% 229030 32.66% 

1997 118817 11.72% 138920 13.24% 257737 12.53% 
1998 130101 9.50% 154176 10.98% 284277 10.30% 
1999 139752 7.42% 178332 15.67% 318084 11.89% 
2000 159095 13.84% 215529 20.86% 374624 17.78% 

2001 201356 26.56% 228307 5.93% 429663 14.69% 
2002 209018 3.81% 245200 7.40% 454218 5.71% 

2003 255137 22.06% 297206 21.21% 552343 21.60% 
2004 293367 14.98% 359108 20.83% 652475 18.13% 

2005 375340 27.94% 501065 39.53% 876405 34.32% 

2006 456418 21.60% 660409 31.80% 1116827 27.43% 
2007 571779 25.28% 838048 26.90% 1409827 26.24% 

2008 655864 14.71% 1005159 19.94% 1661023 17.82% 

2009 840755 28.19% 1374436 36.74% 2215191 33.36% 
2010 845534 0.57% 1363736 -0.78% 2209270 -0.27% 
2011 1142922 35.17% 1683467 23.45% 2826389 27.93% 

2012 1459281 27.68% 2345973 39.35% 3805254 34.63% 
Source: Ministry of Commerce, Government of India. 
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 Figure # 1 - Fluctuations in the India’s Foreign Trade 

 
As was during the pre liberalization period, the foreign trade of India during post liberalization period was also 
fluctuating and the imports were more than the exports in all years. To find out the differences in the changes, paired ‘t’ 
is used. 
 
12. EMPIRICAL RESULTS 

I - Paired Samples ‘T’ test for total trade before and after liberalization 
Paired Samples Statistics 

 Mean N Std. Deviation Std. Error Mean 
Before Liberalization   2.3247E4 21 19586.32469 4274.08645 
After Liberalization   9.6177E5 21 1.03026E6 2.24821E5 
  
When the attempt was made to measure the impact of India’s foreign trade making a comparison between the pre 
liberalization exports – imports trade with the post liberalization period imports and exports by using a statistical tool like 
paired ‘t’ test the result shows that., 

Paired Samples Test 

Mean Std. Deviation Std. Error Mean t df Sig. (2-tailed) 
-9.38522E5 1.01108E6 2.20635E5 -4.254 20 .000* 

  
The probability value is 0.000 (p<0.01), and hence the null hypothesis is rejected leading to the conclusion that the total 
trade after liberalization has been significantly higher than the total trade before liberalization. Thus the liberalization 
(New Economic Policy - 1991) is effective in significantly increasing the total trade of the India. 
As the trade was compared between the pre and post liberalization periods an attempt is also made to find out the effects 
of changes in the New Economic Policy in the form of increased exports. For this purpose the Paired “t” test is used for 
measuring the positive effects of New Economic Policy in increasing the exports. 
 

II - Paired Samples ‘T’ test for Exports before and after liberalization 
Paired Samples Statistics 

 Mean N Std. Deviation Std. Error Mean 
Before Liberalization  9.6190E3 21 8365.90425 1825.58998 
After Liberalization  3.9100E5 21 3.93220E5 85807.54381 

 
Paired Samples Test 

Mean Std. Deviation Std. Error Mean t df Sig. (2-tailed) 
-3.81383E5 3.84984E5 84010.47311 -4.540 20 .000* 
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Since the probability value is 0.000 (p<0.01), the null hypothesis is rejected leading to the conclusion that the India’s 
Export since 1992 (i.e. after liberalization) is significantly higher than the Exports before liberalization. Thus the 
liberalization period is effective in significantly increasing the Export of the India. 
 
13. CONCLUSION 
With the Liberalization, Privatization and Globalization of the Indian economy and following liberal foreign trade, there 
had been changes in the business environment. With the development of science and technology there is a change in the 
nature of the Indian economy. There had been increase in the trade volume in the India’s international trade, and the 
exports from India also have increased. 
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