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ABSTRACT

Exports are a critical engine for India’s economic growth. By generating substantial foreign exchange reserves,
exports enable India to finance vital imports of commaodities. This comparative study examines the change of
India's export destinations focusing on the shift from market concentration to global diversification. In 2015,
India’s export economy was heavily reliant on a limited number of traditional partners, with the United States
and the United Arab Emirates capturing major share of overall exports. To reduce the economic weaknesses
associated with this concentration, Indian trade policy actively pivoted toward diversifying both its spatial
extent and products. This study analyses the deliberate disconnection from the US market, utilizing year over
year growth rate of exports across seven critical sectors including Gems & Jewellery, Marine Products,
Textiles, Auto Components, Pharmaceuticals, Paper Products, and Leather Products.

The findings indicate a significant resetting in traditional sectors; most notably, US-bound exports of Gems &
Jewellery contracted by 44.3%, which was offset by aggressive expansion into alternative markets such as
Mexico, Canada, and the UAE. Similarly, sectors like Textiles and Paper Products found substantial new
demand in emerging African nations like Sudan, Kenya, and Malawi. The study concludes that India’s targeted
export diversification strategy has successfully played a foundational role in propelling the nation's total
exports to record highs.

Keywords: Export destinations, Export diversification, trade partners, market diversification, economic
stability

INTRODUCTION

In the contemporary era of globalization, the economic strength of a developing nation is linked to its
international trade. Over the last decade, India has undergone a transformative journey in its export
strategy. The evolution from a regionally concentrated export framework to a highly diversified
global trade network represents a critical milestone in India's macroeconomic policy.

Historically, India's export economy was heavily reliant on a few major partners, most notably the
United States, the United Arab Emirates (UAE), and key European nations. While this provided a
stable revenue stream, it exposed the Indian economy to uneven weaknesses. That means any
localized economic downturn, policy shift, or geopolitical friction in these partner nations had a
disproportionate impact on India's export revenue. The years leading up to 2025 witnessed a
concerted effort by Indian policymakers and industry leaders to reduce these risks through export
diversification.

As of Fiscal Year 2025-26, India's overall exports reached $863 billion, including both merchandise
and services. Merchandise exports specifically recorded $441.8 billion. The success of this expansion
Is heavily attributed to breaking into new geographical markets and fostering new product-country
combinations.
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This study explores the change of India's export destinations, comparing the Year over Year growth
rates of FY 2026 and FY 2025. Export destinations of the year 2015 was also used for the comparison.

RELEVANCE OF THE STUDY

Understanding export diversification is important for economists, policymakers, and global investors.
Export diversification is a fundamental pillar of long-term economic stability. When a nation relies heavily on
a single commodity or a single major trading partner, its entire economy is highly vulnerable to external
shocks. Export diversification is beneficial for economies in various ways. A diversified export portfolio acts
as an economic shock absorber, ensuring that a price crash in one specific sector does not destroy the national
economy.

Competing across diverse global markets forces domestic businesses to adopt new technologies, improve
operational efficiency, and meet strict international quality standards. This competitive pressure drives
domestic innovation and attracts foreign direct investment.

Expansion of export destinations is critical for economic stability and long-term growth. It shields a nation
from localized recessions, geopolitical tensions, or demand shocks in any single market. By spreading risk
across multiple countries can maintain stable revenue streams, reduce output volatility, and ensure sustained
foreign exchange earnings even when traditional partners face downturns. Researching diversification of
export destinations is essential for designing evidence-based policies that protect nations from sudden global
price shocks and thereby securing long-term economic stability.

OBJECTIVE

To assess the extent of India’s export market diversification using Year over Year growth rates and specifically
examining how effectively the nation transitioned from traditional trading partners toward emerging global
markets.

METHODOLOGY

The study was mainly made use of secondary data collected from Economic survey 2025-26. The year over
year growth rate of exports for April — November FY 2026 and April — Nov FY 2025 is used for the
comparison. Data from seven critical sectors including Gems & Jewellery, Marine Products, Textiles, Auto
Components, Pharmaceuticals, Paper Products, and Leather Products are used for the study. For each sector,
alternative target destinations are identified and quantified to illustrate the practical execution of the
diversification strategy. Data was supplemented with recent macroeconomic indicators, including
overall export volumes and market expansion metrics from the Ministry of Commerce and Industry.

ANALYSIS

In 2015, India's export destinations were highly concentrated among a few global powerhouses. The
total exports were significantly driven by demand from the United States and the UAE.

Table 1 India’s Major Export destinations 2015

Rank Country Value (US$ billion) | Share of Overall Exports
1 United States 40.4 15.3%

2 United Arab Emirates 30.3 11.5%

3 Hong Kong 12.2 4.6%

4 China 9.5 3.6%

5 United Kingdom 8.9 3.4%

6 Singapore 7.8 3.0%

7 Germany 7.0 2.7%
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8 Saudi Arabia 7.0 2.7%
9 Sri Lanka 55 2.1%
10 Bangladesh 55 2.1%
11 Vietnam 5.3 2.0%

Source: https://www.researchgate.net/figure/Indias-major-trade-partners-in-2015-

The top two destinations (US and UAE) alone accounted for over 26.8% of India's total exports.
While this facilitated streamlined trade routes, it highlighted a lack of breadth in India's global market
penetration. Europe and North America remained the primary consumers of Indian goods, with
limited penetration into vast geographies like Africa and Latin America.

By the fiscal year 2025-26, India's trade architecture had fundamentally transformed. Total exports
skyrocketed to a record $863 billion. Merchandise exports alone accounted for $441.8 billion.

While the United States retained its position among the top partners, the underlying composition of
trade had shifted. Growth was aggressively pursued in emerging markets. For instance, exports
to Latin America increased by 7.8% to reach $16.4 billion. Similarly, the Northeast Asian market saw
a remarkable 21.6% surge in Indian exports, driven by demand for engineering goods, chemicals, and
electronics.

Sectoral Export Diversification in Table 2 indicating reduction in US dependence and global redistribution.

Table 2 Sectoral Export diversification: US vs World

Sector US Shift (%) World Shift (%)
Gems & Jewellery -44.3% +.6%

Marine Products -5.7% +16.1%
Textiles -6.1% +.3%

Auto components -6.8% +6%

Paper products -2.1% -1.2%

Leather products -2.6% +.6%

Source: Economic Survey 2025-26

In the 2025-26 period, exports of Gems and Jewellery to the US contracted significantly by 44.3%.
Conversely, India successfully boosted its exports to the rest of the world by 0.6%, compensating for
the US deficit by targeting profitable alternative markets.

Table 3 Alternative destinations for Exports of Gems and Jewellery in 2025-26

Country YoY Growth rate
UAE 34.9

Hong Kong 23.4

Bahrain 125.5

Saudi Arabia 107.9

France 44.4

UK 27.9

Canada 179.5

Mexico 7510.5

China 166.1

Source: Economic Survey 2025-26
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While the traditional US market saw a heavy contraction (a -44.3% drop in growth rate), India compensated by
initiating explosive growth in alternative markets. The most interesting is the 7510.5% growth rate in exports
to Mexico. This indicates a 75-fold increase, meaning a

highly profitable trade route was essentially built in a single year. Canada (179.5%) and China (166.1%) also
showed triple-digit acceleration.

Table 4 Alternative destinations for Exports of Marine products in 2025-26

Country YoY Growth rate
Vietham 99.8

Malaysia 59.2

China 20.4

Belgium 90.4

Russia 45.6

Denmark 4830.2

Germany 51.9

Poland 252.7

Srilanka 220.1

Source: Economic Survey 2025-26

The marine products sector showed a strong global demand despite a 5.7% decline in exports to the
US. The overall global export for this sector grew by an impressive 16.1%. India successfully
captured the European and Asian appetites for seafood. The US market growth contracted by -5.7%, but
global growth surged by 16.1%. This was driven by an exceptionally large 4830.2% growth rate in exports to
Denmark. Similar to Mexico in the gems sector, this 48-fold increase suggests Denmark was targeted as a
major new distribution hub for Indian seafood in Europe.

Table 5 Alternative destinations for Exports of Textiles and allied products in 2025-26

Country YoY Growth rate
Nigeria 72
Senegal 29.7
Sudan 1114.4
Colombia 46.7
Sweden 47.2
Uganda 221.5
UAE 95
Man made yarn

UAE 14.3
Germany 26.3
Netherlands 34.1
Spain 25.1
Italy 20.1
Senegal 161.9
Readymade garments

UAE 22.1
Poland 24.9
Spain 15.3
Japan 28
France 14.1
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Hongkong 68.7
Silk carpets
UAE 103.1

Source: Economic Survey 2025-26

Despite being the second-largest global textile exporter and historically dominant in the US apparel
market, India experienced a 6.1% drop in textile exports to the US in this period. To counter this,
exporters aggressively targeted African and European nations. The 1114.4% growth rate in Sudan means
textile exports grew more than eleven times over the previous year. Alongside Uganda (221.5%) and Senegal
(161.9% for man-made yarn), the data proves that as the US apparel market slowed (-6.1%), Indian textile
exporters successfully opened up the African continent.

Table 6 Alternative destinations for Exports of Auto components in 2025-26

Country YoY Growth rate
UAE 84.5

Germany 33.5

Belgium 777

Slovenia 96.9

Myanmar 189.9

Brazil 24.7

Nepal 49.4

Bangladesh 20.4

Source: Economic Survey 2025-26

While US demand dipped by 6.8%, overall world demand for Indian auto components rose by 6.0%.
Alternative markets that stepped up included Myanmar , Slovenia, the UAE, and Belgium. Auto
Components to Myanmar grew by 189.9% and Slovenia by 96.9%. This indicates a growing acceptance of
Indian engineering quality in diverse regulatory environments.

Table 7 Alternative destinations for Exports of Pharmaceutical products in 2025-26

Country YoY Growth rate
Vietnam 88.8
Nigeria 89.4
Italy 7.6
Russia 16.6
Netherlands 22.2
Brazil 15.5
France 20.7
Srilanka 114.9
Spain 28.6
Saudi Arabia 70.2

Source: Economic Survey 2025-26

The pharmaceutical sector is an exception where exports to the US actually grew slightly by 0.8%,
but this was vastly overshadowed by an impressive 6.5% growth to the rest of the world. As the
"pharmacy of the world,” India expanded its reach into developing nations that require affordable,
high-quality generics. Sri Lanka, Nigeria, Vietnam, and Saudi Arabia emerged as leading alternative
destinations. Pharmaceuticals quickly expanded in Sri Lanka (114.9%) and Vietnam (88.8%).
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Table 8 Alternative destinations for Exports of Paper products in 2025-26

Country | YoY Growth rate
Books, publications and Printing

Kenya 280.7
Tanzania 111.2
Malawi 450
Ethiopia 340.5
Paper

Bangladesh 19.5
Russia 59.8
Oman 43.5
Plywood & Allied products

Vietnam 147.8
Poland 75
Spain 19
UK 9.2

Source: Economic Survey 2025-26

The paper products sector showed a 2.1% drop in the US and a 1.2% drop worldwide. However, sub-
segments like "Books, publications and Printing™ found massive new audiences in Africa. Malawi,
Ethiopia, Kenya, and Tanzania. Plywood and allied products also found strong alternative markets in
Vietnam and Poland. Despite a global contraction in paper products (-1.2%), the specific sub-sector of
"Books, publications and Printing™ found massive, rapid adoption in Africa. Exports to Malawi grew by 450%,
Ethiopia by 340.5%, and Kenya by 280.7%.

Table 9 Alternative destinations for Exports of Leather products in 2025-26

Country | YoY Growth rates
Leather footwears

Austria 88.8
Netherlands 20.8
UAE 314
Germany 4.5
Leather garments

France 40.7
UK 28.5
Colombia 100
Austria 114.9
Russia 36.9
Leather goods

Spain 16.8
Netherlands 12.7
Chile 51.8
Belgium 26.1
Norway 1175

Source: Economic Survey 2025-26

Leather exports to the US dropped by 2.6%, but global exports managed a marginal positive growth
of 0.6%. The diversification strategy here was highly fragmented across Europe and Latin America.
Austria, Norway, and Colombia were crucial in maintaining the sector's positive growth.
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FINDINGS

The comparative analysis yields several findings regarding India's export economy. While the US
remains an indispensable trade partner overall, specific traditional sectors (Gems, Textiles, Leather) have
deliberately reduced their over-reliance on the American market. The sharp 44.3% drop in US-bound
Gems & Jewellery with massive alternative market growth is a prime indicator of this disconnection.

African nations (Sudan, Nigeria, Kenya, Malawi) and Latin American countries (Mexico, Colombia,
Chile, Brazil) have transformed from marginal buyers in 2015 to central pillars of India's export
strategy in 2025-26. This shift aligns with India's broader diplomatic strategy to champion the Global
South.

The addition of new product-country combinations in a single financial year demonstrates a highly
flexible export framework. Indian exporters are no longer relying solely on established trade corridors
but are actively seeking out special demands globally.

Sectors like Pharmaceuticals and Auto Components showed robust global growth (6.5% and 6.0%
respectively) despite fluctuations in the US market, proving that Indian high-value manufacturing is
globally competitive.

CONCLUSION

The decade between 2015 and 2025 stands a crucial turning era for India's global trade posture. The
former framework, marked by heavy concentration and regional exposure, has been replaced with an
extensive, robust, and highly diversified export structure. Achieving a record $863 billion in total
exports by FY26 is a testament to strategic risk management.

The deliberate diversification into Latin America, Africa, and non-traditional European and Asian
markets has protected key domestic industries from localized economic shocks. Furthermore, the
transition toward technology-intensive and high-value manufactured goods ensures that India is
climbing the global value chain. Moving forward, sustaining this diversification will require
continued policy support, infrastructure development, and an unwavering commitment to
international quality standards, ensuring India's position as an indispensable role in the global supply
chain for decades to come.

It proves that Indian exporters are not just sending goods to new places. They are smart and fast. They find
countries where India sold almost nothing before. In those places, sales grew by more than 1000%. They are
also quickly building the basic systems needed for big trade routes in the future.
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