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1. INTRODUCTION 

India's merchandise trade imbalance for the 2025-26 fiscal year incremented to $333.19 billion. Merchandise 

exports totalled $441.78. billion, while imports reached $774.98. [1] The expanding trade disparity during this 

period was mostly driven by high import costs, categorically a jump in precious metals (such as gold and silver) 

and ecumenical petroleum prices. While the merchandise trade difference remained considerable, robust 

performance in the accommodations sector (including IT, software, and business accommodations) 

accommodated to mitigate the total trade imbalance. The trade deficit for FY 2025-26 was $119.3 billion. [2]. 

When faced with a crisis, the first impulse may be to panic, but it should be overcome by peregrinating to proactive 

quandary-solving. First, take a deep, grounding breath to relax your nervous system. To retake control, objectively 

identify the underlying issue, break it down into more minute components, and commence with the most 

actionable activity. First of all, truncate adrenaline spike by pausing immediately, then take a moment to breathe 

avails calm pulse rate and keeps a person from making rash, emotional decisions, thereafter identify the core issue 

by abstracting diversions and identifying the root cause. When a crisis hits, a person or identity’s immediate 

instinct may trigger a panic replication, but it can be overcome this by shifting into proactive quandary-solving. 

Take immediate action by consummating the most facile or most exigent job on the list. Action is the ultimate 

remedy to apprehensiveness, because accomplishing a single step provides the impetus required to fine-tune the 

broader issue. The quandary at hand has been a legacy of covid, complexified by reciprocal tariff war commenced 

by US, which has been perplexed by unprovoked war on Iran. Iran is not a saint and a nuclear weapon in their 

hand is like providing a garland to a monkey, because neither of them ken the authentic utilization of the item. 

The issue at hand is how to emerge out of import dependency and ameliorate the value of Rupee. First of all, 

consider all imports to be financed by Rupee trade. Petroleum products, gold, silver, gems, fertilizer and 

machinery are major imported items. For petroleum products, in a five to seven-year period with technological 

transformation abbreviate the dependency by opting for Electric conveyances. Till that time import from country’s 

like Russia, UAE which are inclined to trade in Rupees. [3] 

 

 

 

India's trade deficit for FY 2025-26 reached $333.19 billion, with exports at $441.78 billion and imports soaring 

to $774.98 billion, primarily due to high petroleum and precious metal costs. While a significant trade gap persists, 

robust IT sector performance has mitigated some negative effects. The deficit is influenced by the COVID-19 

aftermath and diplomatic tensions, especially with the US and Iran. India is attempting to lessen import reliance, 

especially on oil, through local currency transactions and innovations like Nano fertilizers to improve food 

security. Recommendations include limiting gold imports and increasing personal imports from NRIs to stabilize 

prices.  
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India has reached accidences with numerous countries to sanction crude oil and petroleum commerce utilizing the 

Indian Rupee (INR) and local currencies in order to minimize transaction costs and eschew ecumenical penalties. 

India and the UAE concluded a milestone transaction in which state-owned refiners paid for crude oil in rupees.  

Russia is India's leading crude oil supplier. While initial endeavours to settle Russian imports wholly in rupees 

encountered logistical and exchange obstacles, both countries perpetuate to negotiate and execute portions of their 

trade in national currencies to fortify bilateral ties. Iran has consistently acceded to accept a portion of its export 

payments for oil and petroleum products in rupees, providing a paramount workaround for managing peregrine 

cash and mitigating the impact of international sanctions. India's Reserve Bank of India (RBI) has formalized 

local currency settlement mechanisms with over 18 countries. While the UAE, Russia, and Iran are the key 

participants in petroleum products, India is exploring kindred partnerships with other oil-exporting countries such 

as Saudi Arabia, Iraq, and Oman in order to abate ecumenical dollar dependency. The regime should explore more 

oil affluent nations to enter into a local currency mechanism. Definitely this will have a definite back ash but then 

it should be undertaken, as that is the desideratum of the country. US, will threaten with tariff, but then, how long 

the imaginary threat will perpetuate. Trump has two more years, after which the Americans will be free, so will 

be Venezuela, which is a potential supplier of impecunious-quality oil. [4] 

 

India's total annual fertilizer demand is categorized into four major types, each presenting varying levels of 

engenderment and consumption gaps. For Urea, approximately 50 LMT is currently imported, albeit domestic 

engenderment has optically discerned expeditious magnification due to the reactivation of both public and private 

sector enterprises. In the case of Di-Ammonium Phosphate (DAP), approximately 50–60% is imported, with India 

perpetuating to rely heavily on raw material imports, such as rock phosphate, for its domestic DAP manufacturing. 

Regarding MOP, India is plenarily reliant on imports of potash due to a lack of natural deposits. For NPK/Intricate 

Fertilizers, the country achieves approximately 90% self-sufficiency. India holds the position of the world's 

second-most sizably voluminous consumer and third-most sizably capacious engenderer of fertilizers. Despite 

possessing paramount engenderment capacities, ecumenical commodity shocks and regional supply concerns 

compel India to consistently import substantial quantities to safeguard pabulum security. To address the injunctive 

authorization-engenderment gap, the Indian regime is actively promoting Nano alternatives, such as Nano Urea 

and Nano DAP, to minimize import dependency and reconcile the disparity between high demand and domestic 

engenderment. Supplementally, the regime allocates over ₹2 lake crore annually to maintain affordable fertilizer 

prices for farmers, given the considerable disparity between engenderment costs and retail prices. Import of gold, 

silver and precious gems for ornamental price should be ceased from countries which do not trade in local 

currencies. Abstract the restrictions on Indians bringing gold ornaments to the country. From the present ceiling 

of 50 grams increase it to 500 grams, which is declared with no custom obligation levied. What would happen if 

NRIs flooded the Indian gold market by selling the gold they got from this scheme? A huge amount of physical 

gold would easily exceed what local jewellers and consumers want, causing the prices of gold in India to drop a 

lot. When NRIs sell their gold, they usually put that money into other things, like Indian stocks and mutual funds, 

which have been making people a lot of money lately. Since Indians buy a lot of gold, making it one of the top 

imports after oil, selling gold locally helps recycle instead of needing to spend cash on new imports, keeping 

money in the country. If gold is brought in commercially, it means a lot of money leaves the country, which could 

hurt India’s trade balance and foreign currency reserves. Because of this, the RBI would need to keep a close eye 

on currency movements. If too much money comes in without proper checks, it could lead to a big oversupply 

and push local prices down. Ecumenical gold engenderment is mainly controlled by a few key countries, with 

China at the top, churning out around 380 to 400 tonnes every year. Next up are Russia, Australia, and Canada. 

Together, these nations make up an astronomically immense portion of the world's gold supply from mines. 

Kenned for its mining, especially in Western Australia, it has a ton of gold reserves underground. Canada is the 

number one gold engenderer in the Americas, with its gold coming mainly from Ontario, Quebec, and British 

Columbia. Ghana is the top gold engenderer in Africa, thanks to both astronomically immense industrial 

operations and more minute, local ones. [5] 

 

FERA was improved by the introduction of FEMA in 1991, which was largely successful in resolving foreign 

exchange issues, but it did not ensure a fail-safe system. As a result, now is the moment to improve FEMA. To 

improve the Foreign Exchange Management Act (FEMA), India must move from a prescriptive, rule-based 

structure to one that is entirely principle-driven. Key measures include delegating more regulatory authority to 

Authorised Dealer (AD) banks, developing strong digital identity interfaces to speed up cross-border compliance, 

and reducing capital restrictions to further internationalize the Indian rupee. Enable Authorized Dealer (AD) banks 

to conduct commercial extensions, invoice write-downs, and third-party settlements independently based on 

legitimate transactions, rather than requiring manual RBI clearance. Eliminate prescriptive financial eligibility 

thresholds for foreign firms and replace them with principle-based appraisals by AD banks to improve ease of 

doing business. Consolidate diverse reporting requirements (such as a single Export Declaration Form—EDF) to 
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reduce procedural complexity for enterprises that export both items and software/services. Improve real-time data 

integration between the RBI and banking intermediaries to monitor illegal financial flows and digital wallet 

transactions without disrupting lawful trade. Enhance cross-border trade settlements in Indian Rupees (INR) using 

Special Rupee Vostro Accounts (SUVA) to reduce dependency on hard currencies and mitigate currency rate risks 

for global partners. [6] 

 

2. LITERATURE REVIEW 
Arvind Panagariya's "Free Trade and Prosperity" promotes free-trade policies for developing countries while 

criticizing erroneous protectionist arguments. He refutes notions that "infant" businesses require protection by 

investigating coordination failures and market flaws. [ 7] There was a consistent stagnation in some parts of Indian 

Economy till 1991. But after adoption of New Economy Reforms some stagnated parts experienced robust growth 

but some still lagged behind such as poverty, employment, population, living standard, price stability, agriculture 

etc. [8] The Crises and competitors such as the Chinese yuan pose challenges to the US dollar's dominance. 

However, Estar Prasad's "The Dollar Trap" contends that these concerns have paradoxically increased the dollar's 

importance. Prasad investigates the dollar's importance in the global economy, noting that displacement is 

improbable due to significant foreign investment in dollar assets. [ 9] The shortcomings of "free-market" 

capitalism are starkly illustrated in food production and distribution, where despite global wealth, many suffer 

from hunger and insecurity. They argue that while feeding the world is technically feasible, capitalism obstructs 

this goal. The contributors discuss potential solutions for establishing a more humane and ecologically sound food 

system, including sustainable agriculture, organic farming, and movements for land reform and food sovereignty. 

This book serves as a crucial resource for understanding the intersection of food and politics in the future. [10] 

Bestselling author James Rickards advocates gold as a vital wealth storage and currency standard in the face of 

increased global instability and market volatility. He claims that gold is essential for both individual and 

institutional wealth preservation. Based on historical examples and personal investment experience, Rickards 

believes that the next financial collapse would outperform the 2008 panic, resulting in panic buying of gold by 

central banks and hedge funds. [ 11]  

 

3. METHODS 
Considering the different aspects of human involvement and nations development, descriptive research has been 

applied. Here, without using faulty logic, the causative reasons for widening trade deficit and falling value of 

Rupee are recognized and examined from the perspective of widening the gap. The following elements will be 

the subject of analysis:  

1. What specific reforms can be implemented to mitigate the current economic downturn? 

2. How can trade in local currency enhance the value of Rupee against world currencies? 

3. What role does public trust play in the sustainability of Rupee? 

4. How does the dual regulatory framework contribute to the issues faced by fertilizer imports? 

5. What would happen if NRIs flooded the Indian gold market by selling the gold they got from this 

scheme?  

6. What educational initiatives could improve awareness about secure practices among people to transform 

to electric vehicles or something more is required? 

7. What changes are required to make FEMA more viable? 

 

In descriptive research, the progression does not address questions regarding how/why/when the traits occurred, 

but rather describes the aspects of the system under investigation and suggests a next step.  

 

Critical Issues 

It has often been heard people saying that India's current economic problems are the result of its reliance on the 

US dollar. This is not an accurate appraisal of the issue. It may be a problem, but it is not the most important one. 

With 643 billion USD in reserves, India is the fourth richest country in terms of dollar holdings. [12] At this point, 

there may be no choice but to lower the import bill. In this regard, the necessity is twofold: first, identify non-

essential commodities imported, and second, encourage countries to adopt local currencies. In April 2026, the 

trade deficit expanded by 33%. India's current account deficit (CAD) is around $13.2 billion, or 1.3% of its GDP. 

The deficit increased slightly from prior years due to a greater goods trade deficit, but this pressure was fully 

offset by a strong surplus in the services sector. India's goods imports include parts such as microchips, displays, 

and assembled technology, raw gold and rough diamonds, which are heavily imported to supply the jewellery 

export industry, industrial and electrical equipment to fuel local manufacturing, organic and inorganic chemicals, 

raw materials for pharmaceuticals, and agricultural fertilizers. [13] India's top four import partners are China, 

Russia, the United Arab Emirates, and the United States, totalling $285 billion. Mineral fuels (such as crude oil), 

electrical goods, machinery, precious stones, and chemicals are some of India's main imports. To reduce this, a 
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four-pronged approach is required: first, engage with countries such as China, Russia, and the UAE in local 

currencies; second, reduce imports of non-essentials such as jewellery, machinery, and solar equipment by 

implementing a make in India initiative; third, encourage the use of Nano fertilizers; and finally, reduce imports 

of petroleum products by transitioning from automobile dependency to electric vehicles. Another major issue 

confronting India today is poor decision-making, which is characterized by a fast-fix approach to problem-solving. 

[14] 

 

Decision Making 

Decision making is a cognitive process through which all personalities in the public domain have to undergo. It 

is estimated that lion’s share of the time a public servant spends is on this activity. The inevitability of this pursuit 

is to bring out the assortment of conviction amongst the available perspectives. It has been stated that “Decision 

making can be regarded as a problem-solving activity terminated by a solution deemed to be optimal, or at least 

satisfactory. It is therefore a process which can be more or less rational or irrational and can be based on explicit 

or tacit knowledge and beliefs”. [14] A leader’s accomplishment in decision making depends on the availability 

of information pertaining to the challenge, communication system available, needs of the decider and the 

environment. Often, we do not find that the best option is selected, why? The primary reasons are lack of clarity 

of thought, information overload and analysis paralysis. Information overload has been aptly expressed by Crystal 

C Hall and his colleagues as ‘an illusion of knowledge which means that as individuals encounter too much of 

knowledge it can interfere with their ability to make rational decisions’ [15]. It is not quite frequent that a leader 

encounters analysis paralysis nevertheless it can be described as ‘addressing a situation too much or reaching a 

state of over thinking resulting in arriving at a decision not to take a decision’ [16]. Here the outcome is similar 

to a paralytic attack.  

The country’s foreign policy is mediocre, its economic policy is lacking, and as a result, the burden on the common 

citizen has intensified. Take the case of recent decision taken on Gold imports in the country. Rather than flooding 

the domestic market with gold by permitting NRIs to bring unlimited quantity of gold ornaments, the government 

went on a tax heist. Poor decision-making can wreak havoc on a nation, leading to cascading failures throughout 

society. The most immediate repercussions include severe economic contraction. 

 

India's over dependency on the US dollar  

Some folks who are super cautious because they're scared of failing usually have a mindset that's all about being 

perfect and needing control. This fear, called amychophobia, makes them see mistakes as a hit to their self-worth 

instead of just bumps in the road. To keep their confidence intact, they tend to avoid risks, over-prepare, and 

dodge situations. While being extra careful might feel safe for a bit, it can lead to long-term stress, procrastination, 

and lost chances to grow. A simple breakdown of this mindset and how it shows upstarts with the idea that 

anything less than perfect is just not good enough. The amygdala treats the thought of failing like a real danger, 

making people freeze up or run away instead of facing it. They put their anxious energy into planning every little 

detail, which can backfire and lead to getting stuck in overthinking. The fear that they’ll be found out for not being 

good enough, which makes them feel like they always have to prove themselves. India's dependency on the US 

dollar is in a way a glaring example of amychophobia. [17] Strangely African continent which has vast resources 

and good trade potential always remain avoided. Over 85% of India's crude oil imports are priced and paid for in 

US dollars. The majority of India's external debt is in US dollars, exposing the economy and company balance 

sheets to direct foreign exchange risks. India's financial markets rely largely on Western capital, with a significant 

share of portfolio and direct investments in dollars. Whenever the US dollar strengthens or global oil prices rise, 

India suffers a "double whammy." The cost of importing necessities rises, increasing domestic demand for dollars. 

This huge demand drives the rupee down, often trading. The increased cost of importing raw materials, 

technology, and oil translates into higher shipping, delivery, and food costs for average customers. To protect its 

economy from these risks, India should proactively manage a gradual change away from total dollar dependence 

by signing bilateral agreements with countries in Asia, Africa, Europe and the Middle East to settle international 

commerce in local currencies (Rupees), eliminating the need for dollar conversion. Renew Currency Swap 

Agreements (CSA) with regional partners, including SARC countries, to decrease transactional friction and 

reliance on USD reserves. Sovereign reserve portfolios are occasionally changed to spread assets beyond the US. 

Despite these steps, the US dollar remains the dominant force in India’s trade and capital management, meaning 

any sudden, ideological decoupling from it remains highly challenging because of the Indian amychophobia 

mindset. The Rio summit reenergized the bloc's campaign to minimize its reliance on the dollar. A workable 

foundation for BRICS Pay, a blockchain-based digital payment system, was announced. Leaders also backed 

ongoing investigations to establish a BRICS cross-border clearance platform and proposed "local currency trade 

corridors" with new BRICS+ members Egypt, Indonesia, Ethiopia, Bangladesh, and the UAE. Russia and Brazil 

advocated for more daring language—on de-dollarization, monetary autonomy, and the injustice of a system in 

which one country's currency serves as the global reserve. New Delhi, as usual, was cautious. Commerce ministry 
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officials are discussing a trade agreement with the Donald Trump administration in Washington, DC. Unlike 

BRICS members Russia and China, India has significantly stronger geopolitical and economic ties with the United 

States. [18] [19] 

 

Indian Rupee falls against the US Dollar 

The Indian rupee is falling against the US dollar mostly owing to fundamental economic considerations such as 

ordinant dictation and supply. India buys more from the rest of the world than it sells, and as a large importer of 

commodities like crude oil, gold, and defence equipment, the country is constantly forced to trade rupees for 

dollars in order to pay its outstanding bills. The basic causes that lead the rupee to lose value against the dollar 

include high import bills, foreign investor outflows, the worldwide strength of the US currency, and inflation 

differentials. India imports more than 80% of its crude oil. When there is ecumenical geopolitical or economic 

spatiality, investors around the world flock to the US dollar, causing it to strengthen against emerging market 

currencies such as the rupee. Historically, India has had a greater inflation rate than the United States. When 

domestic prices rise faster, the rupee's purchasing power falls, resulting in its gradual devaluation against the 

dollar. [20] 

 

To increase the value of the rupee (INR) against the dollar (USD), India can take some proactive initiatives. The 

value of a currency is determined by ecumenical supply and judicial authorization. To boost the value of the rupee 

(INR) against the dollar (USD), India must increase its economic demand for rupees while decreasing its demand 

for dollars. Here's how the government might attempt to revitalize its currency. Selling more "Made in India" 

goods and services necessitates foreign buyers purchasing and exchanging their currencies for rupees, hence 

increasing the authoritative ordinance and value of the INR. India relies significantly on crude oil imports, 

necessitating massive dollar outflows. Investing in alternative energy and domestic oil production reduces this 

drain on dollars. Maintaining lower inflation in India than in the United States protects the rupee's purchasing 

power, preventing depreciation. Inspiring Peregrine Direct Investment (FDI) brings dollars into the country, which 

are translated to rupees and used to establish enterprises or purchase local assets, so strengthening the rupee. 

Higher interest rates in India attract overseas investors seeking higher yields, boosting demand for the rupee. The 

RBI often buys and sells dollars from its peregrine exchange reserves. If the rupee falls too quickly, the RBI sells 

dollars to absorb excess rupees from the market and stabilize the INR. The RBI has implemented systems to allow 

foreign trade to be settled in rupees rather than dollars, directly increasing economic demand for the rupee. [21] 

 

India’s Import Bill 

Despite fluctuations in supplies from West Asia, crude oil and petroleum products continue to account for the 

majority of India's imports. Other important product areas that drove up import costs included electronic parts, 

culinary oils, and fertilizers. The modest growth of exports compared to the rapid rise in imports has increased 

the trade deficit by more than 17%. These soaring figures have created concerns among the government and the 

economy regarding foreign exchange stability and the rupee's value. The Prime Minister's recent announcement 

appears to be a response to India's difficult circumstances with its merchandise trade. In 2025-26, the trade 

imbalance reached a record $333 billion, up more than 17% from the previous year. The increase in the trade 

deficit was caused by imports climbing 7% to a historic high of $775 billion, while exports remained unchanged 

at $442 billion. Higher crude oil prices around the world as a result of the US-Israel dispute with Iran have yet to 

be reflected in import data. According to the IMF's crude oil price index, prices have risen by 53% since the 

conflict began. When these changes reflect India's import costs, it might become very problematic, which could 

explain why the Prime Minister is raising the alarm. In 2025-26, India's imports were dominated by four product 

categories: crude oil, gold and silver, edible oils, fertilizers, and electronic components. Precious metal imports, 

worth more than $90 billion, accounted for around 12% of total import expenses, making them the third-largest 

category behind crude oil and electronics. Overall, imports of gems and jewellery increased by about 25% over 

the previous year, with gold imports up 24% and silver imports up 150%. Meanwhile, exports of gems and 

jewellery declined by more than 5%, indicating that the larger imports of precious metals were primarily used 

locally. [22] 

 

Pressure on the rupee  

To minimize India's import costs, the government and citizens are focusing on important drivers such as 

petroleum, gold, edible oil, and electronics. Shifting to electric vehicles (EVs), taking public transportation, and 

increasing domestic hydrocarbon exploration are all critical to reducing this huge outflow. Expanding solar and 

wind capacity enables India to move away from imported coal and fossil fuels. The ultimate goal is energy 

independence, which will save billions of dollars in foreign exchange reserves. Gold is a significant drain on 

foreign exchange. Citizens are being asked to postpone unnecessary gold purchases, and the government has 

already imposed stringent limitations on certain silver imports. Is it a correct step? Instead Indian diaspora around 
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the world can be permitted to bring unlimited quantity of gold and flood local markets with gold. India imports a 

significant amount of its cooking oil. Reducing total consumption and establishing national initiatives to increase 

domestic oilseed production are critical. Make in India intends to reduce dependency on imported electronics, 

machinery, and raw chemicals (such as the 200 important petrochemical compounds) by increasing local 

production and attracting global supply chains. [23] 

 

Import Vulnerability 

China, Hong Kong, and Singapore, accounting for around USD 38.89 billion. 

The UAE, Hong Kong, and Belgium are major suppliers of pearls, precious and semi-precious stones, accounting 

for USD 23.83 billion. Machinery and Nuclear Reactors cost around USD 29.12 billion. Organic and inorganic 

chemicals cost USD 26.71 billion. The record increase in gold imports has continued into the new fiscal year, 

rising by 82% in April 2026 compared to the previous year. [24] This begs whether the Prime Minister's call to 

postpone non-essential gold purchases, along with last week's 15% increase in customs duty on gold and silver 

imports, will be sufficient to halt this increasing trend. The likelihood of fewer gold imports appears minimal, 

given continuing stock market volatility has prompted retail investors to diversify their portfolios by investing in 

both real and gold ETFs. In fact, there are hopes that a greater import duty on actual gold will accelerate the 

migration to ETF gold. India's reliance on the overseas market for edible oils has been the most disappointing 

component of its agricultural performance. Edible oil imports climbed by more than 12% in 2025-26, reaching 

40% in April 2026 (up from April 2025). [25] These figures indicate that import dependence on this essential 

commodity may have worsened. Imports accounted for more than 56% of India's edible oil demand in 2023-24, 

the most recent year for which official statistics were available. Since the government has failed to find a solution 

to expand domestic oilseed production, citizens must minimize edible oil consumption in order to cut imports and 

conserve foreign currency. Imports have brought terrible news to agriculture. Spiralling fertilizer prices in 

international markets are not only causing the country to lose foreign currency due to its heavy reliance on imports, 

but they are also expected to increase the fertilizer subsidy bill. Between December 2025 to April 2026, global 

fertilizer prices rose by 46%, while urea prices doubled. Over the last five years, fertilizer imports have supplied 

between 31% and 37% of India's needs. However, this share is likely to approach 50% in 2025-26 as urea imports 

rise by more than 60%. Disruptions caused by the war in West Asia have increased India's fertilizer import bill by 

approximately 80% in 2025-26. As in the case of edible oil, it remains a mystery why domestic production was 

not ramped up to reduce foreign exchange output. [26] 

 

Despite Prime Minister Modi's appeal for residents to prioritize "Made in India" products, the Atmanirbhar Bharat 

Abeyant, which began in 2020, has had modest success in reducing dependency on Chinese imports. After six 

years and large investments under the Production-Linked Incentive (PLI) plan, India remains heavily reliant on 

electronic component imports, which increased by more than 20% in the previous fiscal year. Efforts to improve 

domestic manufacturing of accumulators and batteries in order to reduce reliance on imported electric vehicles 

have also failed, with imports expected to rise by 50% in 2025-26. This increased reliance on imported items is 

causing huge outflows of foreign currency, undermining India's transition to modern technologies. Furthermore, 

the increasing trade deficit raises difficulties, particularly since a weakening rupee may face further slide. Finally, 

a widening trade imbalance could exacerbate the already weak rupee. Over the last few months, the RBI has 

intervened judiciously to prevent the currency from falling sharply. However, the RBI must carefully calibrate its 

market interventions, as foreign currency reserves have decreased by more than $21 billion since the end of 

February 2026, and further reduction may not be sensible. [27] 

 

NEW INSIGHTS 

When governments hesitate and become embroiled in lengthy disputes, regular residents typically bear the brunt 

of the consequences, including greater economic pressure and reduced access to essential services. While 

politicians struggle with bureaucracy and the fear of making big moves, critical projects and social welfare 

initiatives stay unfinished, resulting in increased expenses and missed opportunities for growth and development. 

Leaders frequently struggle with decision-making abilities; failure to act reflects leadership inadequacies rather 

than a lack of technical expertise. In today's fast changing global landscape, reluctance equates to giving up goals 

too soon, especially when ambiguity about specific concerns and diversions impair judgment. Fear of making the 

wrong choice, a desire for perfection, and an assessment of potential consequences all contribute to what is known 

as decision paralysis—the inability to respond quickly and efficiently to demands stifles progress. Individuals 

frequently excuse their hesitation or delay by citing value conflicts or the notion that only perfect actions are 

acceptable. However, risky inaction typically leads to greater harm. [28] Ethical concerns must influence brave 

decisions in the face of adversity, and decision-making requires both cognitive insights and emotional intelligence, 

which must be developed for organizational success. Examining recent decisions affecting the economy reveals 

tremendous consequences: India's quick shift away from Russian crude oil in reaction to US sanctions resulted in 
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higher world oil prices and increased domestic expenditures, demonstrating hasty decision-making prompted by 

external pressure. The adoption of interim measures such as cess has now become permanent, demonstrating how 

quick judgments remain and exacerbate problems. Many leaders' fear of failure stems from an underlying 

psychological disorder known as amphibian, which causes them to be too cautious, resulting in missed growth 

chances and persistent stress. US dollar fluctuations have an impact on India's economy since currency strength 

and rising oil prices raise import costs, increase demand for the USD, and depreciate the rupee. The increase in 

precious metal imports, primarily gold and silver, emphasizes domestic demand rather than export growth, 

particularly considering the drop-in gem and jewellery exports, revealing serious trade imbalances and economic 

vulnerabilities. [29] 

 

ASSERTIONS 

India's merchandise trade deficit for the fiscal year 2025-26 surged to a staggering $333.19 billion. Although the 

trade deficit remains significant, a resilient services sector, which includes IT and business process outsourcing, 

provided some cushion, helping to soften the overall economic blow. Addressing this imbalance requires a 

multifaceted approach—pursuing strategic reforms to reduce import dependency, particularly in energy and 

precious metals, incentivizing domestic manufacturing, and fostering local currency trade to mitigate currency 

fluctuations and enhance the value of the rupee. [30] A critical component of this strategy involves moving away 

from dollar reliance by increasing trade in rupees with key partners like Russia, Iran, UAE, and others, which 

have negotiated bilateral oil trade agreements utilizing local currencies, thus minimizing transaction costs and 

circumventing sanctions. Russia remains India's dominant crude oil supplier, with ongoing negotiations aimed at 

expanding rupee-based settlements, although logistical challenges persist. Similarly, Iran has accepted a portion 

of oil payments in rupees, offering a crucial workaround for sanctions, while India’s Reserve Bank has established 

local currency mechanisms with 18 countries, reflecting a concerted effort to de-dollarize. Yet, this pathway 

entails risks—such as potential geopolitical pushback and logistical hurdles—and necessitates more partnerships 

with oil-rich nations like Saudi Arabia, Iraq, and Oman. India’s reliance on imported fertilizers—such as urea, 

DAP, MOP, and NPK—is another significant vulnerability, as approximately half of its fertilizer needs are 

dependent on imports, especially raw materials like rock phosphate and potash, highlighting the urgent need to 

boost domestic production through technological innovation and Nano-fertilizers aimed at narrowing the import 

gap. The costly import of gold—over $90 billion annually—serves as both a symbol of wealth and a drain on 

foreign exchange reserves, prompting policy shifts such as raising import ceilings and tracking sales via electronic 

means. If NRI sell-offs flood domestic markets, gold prices could plummet, intensifying economic volatility, yet 

this could also help recycling liquidity and reducing external gold imports, although tracking and managing such 

flows remain complex. [31] Transitioning to electric vehicles, expanding solar and wind capacities, and 

encouraging self-reliance in critical industries are imperative steps toward energy security and reducing fossil fuel 

imports. Decision-making processes within India have often faltered, as hasty or indecisive governance—

exemplified by the Russian oil purchase dilemma, gold import restrictions, and inconsistent policy 

implementation—has exacerbated economic woes, exposing the detrimental impact of paralysis and red tape on 

growth, public welfare, and investor confidence. This decision paralysis results from factors like information 

overload, overthinking, and fear of errors, all of which delays vital actions, causing economic damage and 

undermining credibility. The rupee’s depreciation against the dollar is exacerbated by strong dollar demand during 

global crises, while domestic inflation further erodes its value. To strengthen the rupee, India needs to implement 

policies that boost exports, diversify trade partners, and promote local currency settlement in international trade—

leveraging bilateral agreements, digital payment systems like BRICS Pay, and regional currency swap 

arrangements—aiming to reduce dependence on the dollar and shield the economy from external shocks. Despite 

these efforts, the entrenched dominance of the dollar persists, partly due to India’s extensive dollar reserves, 

substantial foreign portfolio investments, and the global perception of the US dollar as the ultimate safe haven, 

which complicates efforts toward de-dollarization. Meanwhile, the rupee’s decline—fuelled by structural deficits, 

high energy and gold imports, and global dollar strength—continues to pose a challenge; the government and the 

Reserve Bank of India are intervening cautiously to prevent sharp declines, but dwindling foreign reserves and a 

fragile macroeconomic environment necessitate urgent policy reforms. To combat the trade imbalance, India must 

aggressively prioritize self-reliance through increased domestic manufacturing, import substitution, and 

technological innovation—particularly in sectors like electronics, machinery, and energy—while fostering an 

environment conducive to foreign direct investment and local currency trade. This comprehensive approach 

involves restructuring trade policies, reducing non-essential imports, promoting renewable energy, and 

incentivizing local production for critical sectors, which is vital for achieving long-term economic resilience and 

stability. The persistent rise in import costs—especially in gold, petroleum, fertilizers, and electronics—has 

underscored the urgency of these reforms, but the challenge remains complicated by geopolitical tensions, market 

volatility, and internal decision-making inefficiencies. Such vulnerabilities underscore the necessity for strategic 

planning, policy coherence, and swift action—qualities that have often been lacking, leading to missed 
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opportunities and escalating crises. Furthermore, India’s technical and logistical frameworks require 

modernization—ranging from simplifying export and import procedures via unified forms like the Export 

Declaration Form (EDF), expanding digital infrastructure for real-time compliance, and streamlining cross-border 

settlement mechanisms—to facilitate smoother trade flows and reduce bureaucratic inefficiencies. Decentralizing 

regulatory authority, empowering authorized banks, and fostering digital identity platforms could significantly 

enhance the ease of doing business and fortify economic resilience. It is also essential to foster awareness among 

the populace about sustainable consumption, energy efficiency, and financial literacy—especially regarding 

investments in gold and imports—thus encouraging responsible behaviour that supports national objectives. The 

broader export-import strategy must be complemented by a focus on regional partnerships, technological 

innovation, and policy reforms aligned with India’s vision of becoming a more self-reliant and resilient economy. 

[32] In light of recent trends, infrastructural investments, deepening regional trade agreements, and fostering 

innovative financial systems like blockchain-based payment channels and local currency exchange mechanisms 

are vital components of this complex puzzle. These measures should aim to insulate the economy from external 

shocks, reduce systemic vulnerabilities, and set the stage for a robust, balanced, and inclusive growth trajectory, 

ultimately moving India closer to realizing its ambitions of self-sufficiency and resilient economic independence. 

 

4. CONCLUSION 

India's merchandise trade deficit for FY 2025-26 reached $333.19 billion, driven by high import costs for precious 

metals and gasoline, while exports totalled $441.78 billion against imports of $775 billion. The robust services 

sector, particularly IT, provides some support amid these challenges. Proposed strategies to mitigate this deficit 

include reducing import dependency, bolstering domestic manufacturing, and promoting trade in local currencies 

with key partners like Russia and Iran. India's heavy reliance on imported fertilizers and costly gold imports 

deepens economic vulnerabilities. Trade policy indecision has obstructed growth and jeopardized the rupee's 

stability. Measures for energy security, focusing on renewable sources and local production, are deemed essential 

for reducing import reliance and enhancing economic resilience. The rupee's depreciation against the dollar is 

exacerbated by strong demand during global crises and domestic inflationary pressures. To bolster the rupee's 

value, India must increase exports, diversify trading partners, and promote local currency usage through bilateral 

agreements and digital transactions. Despite these attempts, the dollar dominates due to its large reserves and 

perceived safety. The Indian government aims to strengthen regional currency ties within BRICS and alleviate 

trade imbalances by fostering self-reliance and local production. Rising import costs and geopolitical tensions 

pose significant challenges, necessitating urgent policy revisions and modernization of trade practices. Enhancing 

awareness of sustainable consumption, investing in infrastructure, and adopting new financial systems are vital 

for promoting economic resilience. Issues like trade deficits, rupee depreciation, dollar dependency, and inflation 

remain crucial concerns. Recent price hikes in milk by Amul and Verka exemplify the inadequacies in government 

intervention to address inflation, revealing potential negligence if policy decisions prioritize voting banks over 

economic stability. The public is likely to suffer if the government falters in its determination to implement 

necessary changes. 
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