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ABSTRACT

	Aims: The study aims to empirically analyse the impact of trade on economic growth in India during the period 1997–2025. Specifically, the study aims to (i) examine the trend and growth pattern of India’s trade and GDP, and (ii) assess the statistical relationship between trade and economic growth.
Study design: Quantitative analysis
Methodology: The study relies on annual time-series data sourced from secondary databases such as the World Bank and the Ministry of Commerce and Industry of India. Descriptive statistical techniques are employed to analyse trends and growth rates of GDP and trade. Pearson correlation analysis is used to examine the strength of the association between trade and economic growth. To empirically estimate the impact of trade on growth, a log-linear regression model is applied, with real GDP as the dependent variable and total trade (exports plus imports) as the key explanatory variable.
Results: The empirical findings reveal a strong and positive relationship between trade and economic growth in India. Total trade significantly enhances GDP, with a trade elasticity of 0.667. Exports are found to have a significant positive impact on growth, while imports do not exhibit a statistically significant effect. The extended model confirms the robustness of trade’s contribution even after controlling for gross capital formation. Overall, the results strongly support the trade-led growth hypothesis in the Indian context.
Conclusion: Overall, the results suggest that policies aimed at strengthening export capacity, improving trade infrastructure, and enhancing global competitiveness can further stimulate economic growth in India. Future research may explore sector-specific trade effects and long-run cointegration dynamics to deepen understanding of the trade–growth nexus.
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1. INTRODUCTION
International trade has long been recognised as a key driver of economic growth, particularly in developing economies. The theoretical foundation of trade-led growth suggests that exports generate foreign exchange earnings, enhance productivity through specialisation, and promote technological advancement, while imports facilitate access to capital goods and advanced technologies. Since the economic liberalisation reforms initiated in 1991, India has experienced significant integration into the global economy, marked by substantial increases in exports, imports, and total trade. Over the past three decades, trade expansion has coincided with sustained growth in GDP per capita, raising important questions about the nature and strength of the trade–growth relationship in India.
Although numerous studies have examined export-led growth, relatively fewer have focused on the combined impact of total trade (exports and imports) on economic growth in India using updated data. Moreover, understanding whether exports and imports exert distinct effects on growth is crucial for designing effective trade policies. Against this background, the present study empirically examines the impact of trade on economic growth in India for the period 1997–2025. Using descriptive statistics, correlation analysis, unit root testing, and log-linear regression models, the study evaluates whether trade significantly contributes to economic growth.

1.1 REVIEW OF LITERATURE
The relationship between trade and economic growth has remained a central theme in international economics and development studies. Theoretical foundations such as export-led growth (ELG), import-led growth (ILG), and trade openness hypotheses suggest that international trade enhances economic performance through resource allocation efficiency, technology transfer, and capital accumulation. In the Indian context, trade reforms initiated in the early 1990s significantly transformed the economy from an inward-looking regime to a globally integrated system (Hooda & A, 2025; Reshi & Sudha, 2023). Early empirical studies emphasise the positive role of trade openness in economic growth. Keho (2017) found that trade liberalisation promotes productivity and capital formation in the long run. Similarly, Zahonogo (2016) identified a non-linear relationship between trade openness and growth, suggesting threshold effects in developing economies. In the BRICS context, Raghutla and Chittedi (2020) showed that both export-led and import-led growth hypotheses hold differently across member countries, highlighting structural heterogeneity. Akhter et al. (2022) further stressed that trade-led growth requires diversification and institutional reforms to sustain long-term benefits.
For India, several studies have examined trade-growth linkages using time-series econometric techniques. Mallick and Behera (2020) used non-linear econometric models and found asymmetric growth responses to trade shocks. Sarania (2021) demonstrated that infrastructure development enhances the growth effects of trade and FDI, emphasising complementarities between trade and domestic factors. Exchange rate and trade dynamics have also received attention. Sahoo and Sethi (2018) found long-run equilibrium relationships between exchange rate movements and trade flows. More recently, Arya et al. (2025) analysed monthly data from 2007–2024 using vector autoregression (VAR) and observed that exchange rate volatility does not directly affect export and import performance; instead, past trade structures remain significant predictors. This underscores structural persistence in India’s trade dynamics.
Recent India-focused evidence provides a more nuanced view. Singaram et al. (2025) report a long-run relationship between trade components and economic growth, while the individual effects of exports and imports are not uniformly significant. Duvvuri et al. (2026) similarly find that India’s trade-growth relationship is conditional on structural and macroeconomic factors rather than uniformly strong across specifications. Gawas and Chandran (2026) further identify stable long-run relationships involving trade openness and economic growth in India when structural breaks are incorporated into ARDL models.
Recent cross-country evidence from Asia also supports the relevance of trade to growth. Sein and Sah (2025) identify a robust long-run relationship between exports and GDP across five emerging Asia-Pacific economies, including India, while Chhabra et al. (2025) report a positive association between trade openness and economic growth across developing Asian economies.
Regional trade integration has been widely studied. Rai et al. (2021) and Htun and Vishwanatha (2025) applied gravity models to India–BIMSTEC trade and found that GDP, trade openness, common borders, and bloc membership significantly promote trade, while distance and taxes hinder it. Chandran (2019) emphasised BIMSTEC’s growing strategic importance, while Bhardwaj et al. (2023) highlighted underutilised agricultural trade potential within the bloc. Lohani (2024) examined India–BRICS trade and confirmed gravity model validity, noting trade creation of about 21% above normal levels. Similarly, Bhat et al. (2022) and Iqbal et al. (2023) discussed India’s evolving trade integration within BRICS, stressing structural reforms for deeper engagement. India–ASEAN trade has gained prominence under the Act East Policy. Banik and Kim (2024) analysed comparative advantage patterns and revealed that many Indian exports lack competitiveness despite potential in chemicals and pharmaceuticals. Mahlawat (2018) also observed fluctuating trade intensity within BRICS, particularly trade imbalances with China. Ganesh-Kumar and Chatterjee (2016) argued that multilateral liberalisation yields broader welfare gains compared with preferential agreements.
Sectoral studies further illustrate trade’s role. Mahajan et al. (2022) found that FDI and imported intermediates positively influence India’s high-tech exports. Paul and Kumar (2021) highlighted that increased import intensity does not automatically enhance export performance, pointing to industry heterogeneity. Dalei et al. (2017) examined crude oil imports and confirmed macroeconomic determinants such as GDP and consumption patterns. Singh et al. (2021) emphasised export diversification and value addition in agricultural trade, while De (2020) identified structural weaknesses in orchid trade. Khurana and Nauriyal (2017) documented India’s strong comparative advantage in modern services exports, and Thomas (2019) found that services exports significantly contribute to growth and current account sustainability. Environmental dimensions have also emerged in trade-growth literature. Fan et al. (2019) and Huilan et al. (2024) examined trade, growth, and environmental sustainability, revealing complex interactions between openness and ecological outcomes. The COVID-19 pandemic further exposed vulnerabilities in trade-dependent sectors, as shown by Sahoo and Ashwani (2020). Singh (2023) analysed the terms of trade (TOT) and found that favourable TOT movements positively affect long-run growth. Reshi and Sudha (2023) reaffirmed that trade liberalisation has contributed substantially to India’s economic expansion since the 1990s.

1.2  RESEARCH GAP
Despite the rich literature on trade openness, regional trade blocs, exchange rate effects, and sectoral trade performance, three key gaps remain:
1. Most studies focus either on exports alone or on specific trade blocs rather than total trade (exports + imports).
2. Many analyses employ advanced econometric techniques (VAR, PPML, threshold models), limiting accessibility and policy interpretability.
3. There is limited up-to-date evidence covering a longer period through 2025 and encompassing the post-liberalisation, post-global financial crisis, and post-COVID periods.
Therefore, a comprehensive yet simple empirical assessment of the impact of total trade on India’s GDP remains relevant and necessary.

1.3  HYPOTHESES OF THE STUDY
H₀: Trade has no significant impact on economic growth in India
H₁: Trade has a significant positive impact on economic growth in India

1.4  RESEARCH OBJECTIVES
The objectives of the study are:
· To analyse trends in exports, imports, and total trade in India
· To examine the statistical relationship between total trade and economic growth
· To empirically assess the impact of trade on India’s GDP using a simple econometric model

2. methodology
This study adopts a quantitative research design to empirically examine the impact of trade on economic growth in India over the period 1997–2025. The analysis is based on annual time-series data and employs descriptive statistics, correlation analysis, and simple econometric techniques to evaluate the relationship between trade and GDP. The study uses secondary data obtained from the Ministry of Commerce and Industry, Government of India, and the World Bank (Ministry of Commerce and Industry, Government of India, 2026; World Bank, 2026).
List 1 : The study includes the following variables
	Variable
	Description

	GDP
	Real Gross Domestic Product (constant prices)

	EXP
	Total exports of goods and services

	IMP
	Total imports of goods and services

	TRADE
	Total trade (Exports + Imports)

	GCF
	Gross Capital Formation (control variable)


All variables are transformed into natural logarithmic form (ln) to reduce heteroskedasticity, interpret coefficients as elasticities, and improve normality of the data distribution. 
Descriptive statistical tools are used to analyse the basic characteristics of the variables, including the mean, standard deviation, minimum and maximum values, and trends in GDP and trade. Pearson correlation coefficients are calculated to examine the strength and direction of the relationships between GDP and exports, GDP and imports, and GDP and total trade. Since time-series data often contain trends, the Augmented Dickey-Fuller (ADF) test is employed to assess whether the variables are stationary. Statistical analyses are conducted using Excel and EViews software.

2.1 Econometric Model Specification
To empirically assess the impact of trade on economic growth, two log-linear regression models are estimated.
2.1.1 Model 1: Trade-Based Growth Model
Where:
· = Real GDP
· = Exports + Imports
· = Trade elasticity of GDP
· = Error term

2.1.2 Model 2: Disaggregated Trade Model
Where:
· = Exports
· = Imports
· and measure the individual impact of exports and imports respectively.

2.1.3 Extended Model

Including Gross Capital Formation (GCF) improves model robustness by accounting for domestic investment. The models are estimated using the Ordinary Least Squares (OLS) method for the following reasons:
· It provides unbiased and efficient parameter estimates under classical assumptions.
· It is simple, transparent, and suitable for conference-level empirical analysis.
· It allows easy interpretation of elasticity coefficients.
 
3. results and discussion
3.1 Descriptive Analysis
The descriptive statistics of the variables are shown in Table 1. The descriptive statistics indicate a steady upward trend in GDP per capita, exports, imports, and total trade during 1997–2025. Imports consistently exceed exports, reflecting India's structural trade deficit. Gross Capital Formation shows moderate fluctuations, with an increasing trend in recent years, reaching an estimated 34.59% in 2025.
	Table 1. Descriptive Statistics

	
	GDP per capita
	Exports
	Imports
	Total Trade
	Gross Capital Formation

	Count
	29
	29
	29
	29
	29

	Mean
	1357.815
	227358.314
	343213.697
	570539.202
	33.335

	St.D
	751.870
	142471.685
	229159.147
	371212.510
	4.495

	Min
	412.510
	33218.710
	41484.490
	75448.630
	24.975

	Max
	2696.664
	451070.000
	721200.220
	1167038.890
	41.951

	Source: Authors’ Contribution based on secondary data using Excel


3.2 Trend Analysis
	The trend analysis of India’s trade (1997–2025) is shown in Figure 1. Figure 1 illustrates the trends in India’s total exports, imports, and total trade from 1997–1998 to 2025–2026. Total trade shows a strong upward trajectory, especially after the mid-2000s, reflecting India’s increasing integration into the global economy. Both exports and imports rise steadily until around 2011–2012, followed by moderate fluctuations. A noticeable decline appears around 2015–2016 and again in 2020–2021, likely due to global economic slowdowns and the COVID-19 pandemic. Trade rebounds sharply after 2021, reaching peak levels in 2022–2023. Imports consistently exceed exports, indicating a persistent trade deficit. The sharp fall in 2025–2026 suggests a recent contraction in trade activity.

Figure 1. Trade of India (1997-2025)
Source: Authors’ Contribution based on secondary data using Excel
The trend in GDP per capita (current US$) is shown in Figure 2. Figure 2 shows a steady upward trend in India’s GDP per capita (current US$) from 1997–1998 to 2025–2026. After modest growth in the late 1990s and early 2000s, GDP per capita increases significantly from the mid-2000s onward, reflecting economic expansion and rising income levels. There is a slight slowdown around 2019–2021, likely due to the COVID-19 pandemic. However, growth resumes strongly afterward, reaching its highest level by 2025–2026, indicating overall long-term economic improvement.

Figure 2. GDP per capita (current US$) of India (1997-2025)
Source: Authors’ Contribution based on secondary data using Excel

3.3 Correlation Analysis
The correlation results are shown in Table 2. The Pearson correlation coefficients reveal strong positive correlations between GDP and exports, GDP and imports, and GDP and total trade, suggesting that trade expansion is strongly associated with economic growth in India.
	Table 2. Correlation Analysis

	Variables
	Correlation Results

	GDP – Exports
	0.981

	GDP – Imports
	0.978

	GDP – Total Trade
	0.979

	Source: Authors’ Contribution based on secondary data using EViews Statistical Software



3.4 Unit Root Test (Augmented Dickey-Fuller - ADF test)
The unit root test for stationarity (Augmented Dickey-Fuller [ADF] test) is shown in Table 3. According to Table 3, the Augmented Dickey-Fuller test results indicate that the logarithmic variables exhibit non-stationarity at levels, which is consistent with macroeconomic time-series properties. This supports the use of log-linear regression modelling.
	Table 3. Unit Root Test

	Variable
	ADF Statistic
	p-value
	Critical Value (5%)

	ln_GDP
	-0.851
	.80
	-2.972

	ln_TRADE
	-1.726
	.418
	-2.972

	ln_EXP
	-1.791
	.385
	-2.972

	ln_IMP
	-1.656
	.45
	-2.972

	ln_GCF
	-4.087
	.00
	-3.031

	Source: Authors’ Contribution based on secondary data using EViews Statistical Software



3.5 Regression results
To test the models, the regression results are presented below.
3.5.1 Model 1: Total Trade and Economic Growth
	Table 4. Regression results for Model 1

	
	Coefficient
	Std.Error
	t-Statistic
	Prob.

	const
	-1.592
	0.343
	-4-644
	.00

	ln_TRADE
	0.667
	0.026
	25.228
	.00

	
	
	
	
	

	R2
	0.959
	F-statistic
	636.44
	

	Adjusted R2
	0.958
	Prob(F-statistic)
	.00
	

	Source: Authors’ Contribution based on secondary data using EViews Statistical Software


	In Table 4, the regression results for Model 1 indicate that total trade has a strong and statistically significant positive impact on India’s GDP. The coefficient of ln_TRADE (0.667) implies that a 1% increase in total trade leads to approximately a 0.67% increase in GDP per capita, holding other factors constant. The t-statistic (25.228) and p-value (.00) confirm high statistical significance at the 5% level. The model explains 95.9% of the variation in GDP (R² = 0.959), and the significant F-statistic (636.44) indicates strong overall model validity. The regression results for Model 2 are shown in Table 5.

3.5.2 Model 2: Disaggregated Trade Model
	Table 5. Regression results for Model 2

	
	Coefficient
	Std.Error
	t-Statistic
	Prob.

	const
	-1.685
	0.478
	-3.525
	.00

	ln_EXP
	0.897
	0.405
	2.215
	.036

	ln_IMP
	-0.167
	0.364
	-0.459
	.65

	
	
	
	
	

	R2
	0.963
	F-statistic
	335.640
	

	Adjusted R2
	0.960
	Prob(F-statistic)
	.00
	

	Source: Authors’ Contribution based on secondary data using EViews Statistical Software


	In Table 5, the regression results for Model 2 show that exports have a positive and statistically significant effect on India’s GDP, while imports do not have a significant impact. The coefficient of ln_EXP (0.897) suggests that a 1% increase in exports increases GDP per capita by approximately 0.90%. Its p-value (.036) confirms significance at the 5% level. However, ln_IMP has a negative and statistically insignificant coefficient (p = .65). The model explains 96.3% of GDP variation (R² = 0.963), and the significant F-statistic confirms overall model validity. The regression results for the extended model are shown in Table 6.

3.5.3 Model 3: Extended Model (Including GCF)
	Table 6. Regression results for extended Model

	
	Coefficient
	Std.Error
	t-Statistic
	Prob.

	const
	0.669
	0.394
	1.698
	.10

	ln_TRADE
	0.727
	0.018
	39.445
	.00

	ln_GCF
	-0.866
	0.128
	-6.780
	.00

	
	
	
	
	

	R2
	0.985
	F-statistic
	871.22
	

	Adjusted R2
	0.984
	Prob(F-statistic)
	.00
	

	Source: Authors’ Contribution based on secondary data using EViews Statistical Software


	In Table 6, the extended model results indicate that total trade has a strong and statistically significant positive impact on India’s GDP. The coefficient of ln_TRADE (0.727) suggests that a 1% increase in total trade increases GDP per capita by approximately 0.73%, holding GCF constant. The coefficient is highly significant (p = .00). However, ln_GCF has a significant but negative coefficient (−0.866), indicating an inverse relationship in this specification. The model explains 98.5% of GDP variation (R² = 0.985), and the significant F-statistic confirms strong overall model reliability.

3.6 Hypothesis Testing
H₀: Trade has no significant impact on economic growth
H₁: Trade has a significant positive impact
Since the p-value for ln_TRADE is .00 (< .05), the null hypothesis (H0) is rejected in favour of the alternative hypothesis (H1). Thus, the regression result indicates a statistically significant positive association between trade and economic growth in India.
The empirical results reveal a strong positive association between trade and economic growth in India. Descriptive statistics and trend analysis indicate a substantial increase in GDP per capita, exports, imports, and total trade during the study period. Correlation analysis confirms a very high positive relationship between GDP and trade variables, suggesting that trade expansion is closely linked to economic performance.
Regression results further strengthen this evidence. Model 1 shows that total trade has a significant positive impact on GDP, with a trade elasticity of 0.667. Model 2 indicates that exports significantly contribute to growth, while imports do not have a statistically significant effect. This suggests that export-led growth plays a more prominent role in India’s economic expansion. The extended model (Model 3) confirms the robustness of trade’s positive effect even after including gross capital formation. Overall, the high R² values and significant F-statistics demonstrate strong explanatory power and model validity. These findings support the trade-led growth hypothesis in the Indian context.

4. LIMITATIONS OF THE STUDY
The study shows correlations among the variables and does not establish causal relationships between them. Aggregate data may conceal sectoral effects and external shocks that are not explicitly controlled for.


4. Conclusion
This study examined the statistical relationship between international trade and economic growth in India using annual data for 1997–2025. The descriptive and correlation results show that the expansion of exports, imports, and total trade occurred alongside growth in GDP per capita. The regression estimates also indicate a positive and statistically significant association between total trade and GDP, with a trade coefficient of 0.667 in the principal model. When exports and imports were considered separately, exports had a positive and statistically significant coefficient, whereas the coefficient for imports was not statistically significant. The extended specification continued to show a positive and statistically significant coefficient for total trade after gross capital formation was included. Taken together, these results are consistent with an important role for trade, especially exports, in India’s economic performance during the study period. However, the estimates represent statistical associations and should not be interpreted as establishing causality. Further work may examine the stability and long-run nature of the trade–growth relationship using methods suited to time-series properties.
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