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Abstract- The analysis of trade between the countries is an 
interesting phenomenon in international trade. Analyzing the 
trend is some more interesting. In this study an analysis is 
made between India and SAARC. An analysis is made about 
the recent trends in India’s trade relation with SAARC 
countries. Out of the eight members of SAARC three were 
selected for the analysis, namely Bangladesh, Pakistan and Sri 
Lanka. For these three countries India’s exports to and imports 
from were taken and analysis were made. The trend shows 
that in general both imports and exports were increasing over 
time. This trend exhibits for all the three trading countries. 
However, depending up on the economic and political 
conditions of the trading countries the researcher could find 
the fluctuation in the trade relation. All the three nations exhibit 
a characteristic trend unique to their  own country in trading 
with India.  
Keywords: SAARC, grant in–aid, tariff, liberalization, 
bilateral trade, WTO, economic meltdown. 

I. Introduction 

enerally it can be stated that the formation of 
South Asian Association for Regional Co-
operation (SAARC) as a regional organization is 

to accelerate the process of economic and social 
development in member states and to have a greater 
cooperation with in the eight members of SAARC. It is 
generally found that intra-country differences in 
production and consumption patterns leave 
considerable scope for further regional trade expansion. 
South Asia has made good progress in liberalizing trade 
regimes and slashing tariffs since the early 1990s when 
most of the countries in South Asia started with reforms. 
The countries have also undertaken considerable 
industrial deregulation and other structural reforms. The 
governments and the private sector recognize that 
strong exports are critical for overall economic growth 
and poverty reduction. Moreover export-led growth has 
become a key thrust in each member country. Each 
member country has been integrating with the global 
economy, as evidenced by the significant increases in 
the merchandise trade. In this paper India’s trade with 
SAARC countries like Bangladesh, Pakistan and Sri 
Lanka were taken and these countries trade relation with 
India were analyzed and results were produced. 

 

 

    

  

II. Methodology 

The trend analysis between India and selected 
members of SAARC Countries has been done. In this 
analysis Bangladesh, Pakistan and Sri Lanka was 
selected for the analysis. As these three countries are 
having a high level of trade with India in terms of Value 
and Volume. The time period for the analysis is from 
1996 to 2013. The analysis starts with the Asian financial 
crisis and end up with recent available data. Most of the 
data were collected from Department of Commerce, 
Government of India and Development Initiatives based 
on OECD DAC and UN OCHA FTS. Here Ordinary Least 
Square (OLS) method has been used to derive the 
results. This data was regressed using OLS 
independently, with the time as dependent variable. The 
Conclusions were made based on the Co-efficient which 
has been derived. 

III. India’s Trade with SAARC 
Countries 

In India, the external sector has exhibited a 
marked transformation since the balance of payments 
crisis in 1991. The crisis was overcome by a series of 
stringent measures with an overriding objective to honor 
all external obligations without resorting to rescheduling 
of any external payment obligation. While successfully 
dealing with the crisis through an adjustment 
programme, it was decided to launch simultaneously a 
comprehensive programme of structural reforms in 
which the external sector was accorded a special 
emphasis. The major trade policy changes in the post-
1991 period included simplification of procedures, 
removal of quantitative restrictions, and substantial 
reduction in the tariff rates. Various steps were also 
taken to promote exports through multilateral and 
bilateral initiatives, including identification of thrust areas 
and regions. The policy stance marked a move from the 
provision of direct export subsidy to indirect promotional 
measures. India also took several policy initiatives at the 
multilateral levels for introducing new tariffs. Here in this 
paper a purposive selection is made in India’s trade with 
SAARC countries. Out of eight countries in the SAARC 
group only three countries were selected for the analysis 
because these three countries were found to be trading 
with India comparatively on a higher trade volume and 
value. 

G 

  
  

  
 V

ol
um

e 
X
IV

  
Is
su

e 
 V

I 
 V

er
sio

n 
I 

  
  
 

  27

  
 

( E
)

Y
e
a
r

20
14

G
lo
ba

l 
Jo

ur
na

l 
of
 H

um
an

 S
oc

ia
l 
Sc

ie
nc

e 
 

© 2014   Global Journals Inc.  (US)

-

Author α σ: Assistant Professors of Economics, Economics Wing, 
DDE, Annamalai University, Tamil Nadu, India. 
e-mails: ambrose_b@yahoo.com, apsunddarraj@yahoo.com

mailto:apsunddarraj@yahoo.com�


  Table 1 :
 

India`s Trade with Bangladesh, Pakistan and Sri Lanka
 

(US$ Million) 
Year India`s 

Export to 
Bangladesh 

India`s 
Import from 
Bangladesh 

India`s 
Export to 
Pakistan 

India`s 
Import from 

Pakistan 

India`s 
Export to Sri 

Lanka 

India`s 
Import from 
Sri Lanka 

1996-97 868.96 62.23 157.22 36.16 477.41 42.84 
1997-98 786.46 50.81 143.15 44.45 489.23 30.21 

1998-99 995.64 62.40 106.10 214.45 437.13 32.76 

1999-00 636.31 78.15 92.95 68.21 499.27 41.59 

2000-01 935.04 80.51 186.83 64.03 640.14 45.01 

2001-02 1002.18 59.12 144.01 64.76 630.89 67.38 
2002-03 1176.00 62.05 206.16 44.85 920.98 90.83 

2003-04 1740.74 77.63 286.94 57.65 1319.20 194.74 

2004-05 1631.12 59.37 521.05 94.97 1413.18 378.40 

2005-06 1664.36 127.03 689.23 179.56 2024.67 577.70 

2006-07 1629.57 228.00 765.45 323.62 2167.90 470.33 
2007-08 2923.72 257.02 975.23 287.97 2238.39 634.96 

2008-09 2497.87 313.11 1439.88 370.17 2425.92 356.57 

2009-10 2433.77 254.66 1573.32 275.94 2188.08 392.19 

2010-11 3242.90 446.75 2039.53 332.51 3510.05 501.73 

2011-12 3789.20 585.73 1541.56 397.66 4378.79 637.43 

2012-13 5144.99 639.33 2064.79 541.81 3983.87 625.81 

   Source: Department of Commerce, Govt. of India. 

IV. India’s Trade with Bangladesh 

In recent years, Bangladesh has adopted an 
outward-oriented growth strategy which aims at 
reducing the anti-export bias prevalent in the economy 
and improving competitiveness while keeping in view 
medium-term imperatives and long-term development 
agenda. Bangladesh’s trade policy objectives keep 
pace with globalization and the gradual development of 
a free market economy under the World Trade 
Organization (WTO) rules; facilitate imports of 
technology and to expand use of modern technology; 
ease imports for export industries Calibrating trade 
policy reform to support small and medium sized 
enterprises development is another priority (WTO, 2006). 

The objectives stated in the Export Policy 2003-2006, 
which stresses the need for product-based and sector-
based development. 

India’s trade with Bangladesh is given in the 
table 1, from the data table it can be clearly understood 
that the overall exports of India to Bangladesh has 
increased over time. However, fluctuations are found on 
a year to year basis. The author believes that this 
fluctuation is due to some external factors like USA’s 
economicmelt down and its impact on the world 
economy. To conform this view from the table 2, it can 
be understood that the USA`s Aid to Bangladesh during 
the study period has taken a downturn. The author 
believes that, this has resulted in the reduction of 
Bangladesh`s ability to import from India. 

Table 2  : USA`s Grant in Aidto Bangladesh (2000-2011) 
(US$ million) 

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
USA 6.5 22 23.1 2.4 7.7 5.3 0 0 39.5 7.8 19.7 7.5 

   Source: Development Initiatives based on OECD DAC and UN OCHA FTS data 
In the table 1 which shows that India’s export to 

Bangladesh has taken a dip from the year 2007 to 2010. 
In other words the capacity of Bangladesh to import has 
taken a hit. India’s imports from Bangladesh in general 
seems to be increasing but the total value is seems to 
be comparatively at a low level. Here too, the trend of 
Bangladesh exports exhibits the pattern of 
Bangladesh`s imports. In simple terms in the year 
between 2007 and 2010 India’s imports from 

Bangladesh remain stagnant, this could possibly be the 
same reason cited for India’s exports to Bangladesh.  
 The results of OLS estimates too depicts that 
the coefficient of India’s exports to Bangladesh is 0.901 
and it is significant at one percent level. The test of 
goodness of fit value is high. With regard to India’s 
imports from Bangladesh the estimated coefficient are 
at 0.867 and this is significant at one percent level. From 
this it can be stated that India’s exports to Bangladesh 
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Table 3  :     India`s Trade with SAARC Countries 

India and Bangladesh Co-efficient R Squared 
Exports 0.901* 0.799 
Imports 0.867* 0.751 
   
India and Pakistan Co-efficient R Squared 
Exports 0.927* 0.859 
Imports 0.857* 0.734 
   
India and Sri Lanka Co-efficient R Squared 
Exports 0.943* 0.889 
Imports 0.894* 0.798 

    Source: Computed by the Author, *Significant at 1% level. 

India’s exports to Pakistan data is given in the Table 1. 
From the table it can be understood that India’s overall 
exports to Pakistan has increased over time. After a 
strong perusal of the data one can understand that in 
the years like 1999 and 2000 India’s exports to Pakistan 
has taken a dip. This is mainly due to the fact that India 
and Pakistan had a skirmish over the Kargil issue. Again 
there is another dip in the year 2011. This is due to 
American economic slowdown. In other words Pakistan 
is unable to buy form India.  

In case of regression estimates the coefficient 
for India’s exports to Pakistan stands at 0.927 with one 
percent level of significance. A look into India’s imports 
from Pakistan presents many interesting features. First 
of all the value of goods imported by India from Pakistan 
is less. Since 1999 and till 2003 the value of India’s 
imports has drastically gone down mainly due to kargil 
crisis. After 2005 India’s import from Pakistan increases 
over time but it is a marginal in nature. The coefficient of 
the OLS estimates is 0.857 with one percent level of 
significance. It can be stated that compared to India’s 
exports to Pakistan, India’s imports from Pakistan is 
marked at a lower level. The cause for lower level of 
India’s import from Pakistan, other than the political 
imbroglio the real reason could be that Pakistan is not 
producing goods that can be successfully marketed in 
India. 

   
Sri Lanka began economic liberalization in 1997 

with a move away from socialism. Sri Lanka’s export-

oriented policies have seen a shift from a reliance on 
agricultural exports to an increasing emphasis on the 
services and manufacturing sectors. The service sector 
accounts for over 55 per cent of Gross Domestic 
Product (GDP).Manufacturing, the fastest growing 
sector, is dominated by the garment industry. The 
agriculture sector, though decreasing in importance to 
the economy, nevertheless accounts for around 18 per 
cent of national output and employs more than one third 
of the workforce. The public sector remains large, with 
the state continuing to dominate in the financial, utilities, 
health and education sectors. 

India’s export to Sri Lanka is given in the Table 
1, from the table it can be deduced that the overall 
export to Sri Lanka has increased significantly. However, 
there exists some fluctuation with in the study period. 
Here the highlight is that during the year 2009-10 there 
is a marked fall in the India’s exports to Sri Lanka this 
may be due to the civil war in Sri Lanka during the time 
period. For India’s exports to Sri Lanka the regression 
coefficient is at 0.943 with significance at one percent 
level, and the R squared value is 0.889.In considering 
the imports from Sri Lanka, nothing significant was 
found, because the value of imports is comparatively 
lower than the exports. The import value was $42 million 
in 1996 and $625 million in 2012.Similar to the exports 
India’s imports from Sri Lanka also taken a dip in the 
year 2009 for the very same reason given above for 
exports.  Though the coefficients value is significant at 
one percent level, the values for imports are actually 
lower than the exports.                 
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in the later part of the study period has been increasing 
over time with some fluctuation. 

V. India’s Trade with Pakistan

In case of Pakistan, during the past four years, 
various initiatives have been announced as a part of the 
Trade Policy. These measures aimed at reducing cost of 
doing business and included long-term financing of 
export oriented projects, relocation of industries, freight 
subsidy, sales tax facilitation for export sectors, 
incentives for priority export sectors, research and 

development (R&D), marketing and business facilitation, 
special export zones, garment skill development board,
creation of Trade Development Authority of Pakistan 
(TDAP), revamping of the trade bodies law and framing 
of rules, tariff rationalization initiative. A Rapid Export 
Growth Strategy (REGS) was announced in 2005. The 
strategy aimed at (i) trade diplomacy to increase market 
access; (ii) diversification of export markets; (iii) 
strengthening of trade promotion infrastructure;(iv) skill 
development; and (v) early provision of modern 
infrastructure.

VI. India’s Trade with Sri Lanka



VII. Conclusion 

In the recent times India’s trade with the 
selected SAARC countries witness a general increase in 
the overall trade. Though there is a general increase 
India’s exports to and from individual SAARC countries, 
there exist a difference in trade relation with India and 
individual member countries. In simple terms it is proved 
that in recent time the general trend is that India do 
more exports and imports with Bangladesh followed by 
Sri Lanka and Pakistan comes the third in terms of 
value.When the same data is analyzed with the OLS 
estimator, when the value of coefficient and goodness of 
fit is taken into consideration, there seem to be an 
interesting turnaround, where Sri Lanka comes first 
followed by Pakistan and then comes Bangladesh.This  
trend of India’s trade with the select SAARC countries 
reflects the present period of time, but this may change 
over time. 
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