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Abstract 

Trade finance plays a vital role in facilitating international trade by providing financial support and 

reducing risks for exporters and importers. In India, its significance has increased with the growth of 

MSMEs, government initiatives such as Make in India, Atmanirbhar Bharat, and the Foreign Trade 

Policy (FTP) 2023. However, exporters continue to face challenges including limited access to 

affordable credit, high collateral requirements, regulatory complexities, and foreign exchange risks. 

This study examines the trade finance ecosystem in India using secondary data from RBI, DGFT, 

ECGC, the Ministry of Commerce, WTO, World Bank, and other published sources. The findings 

indicate that despite improvements in digital banking, trade facilitation, and export promotion, a 

significant trade finance gap remains, particularly for MSMEs. 

The study highlights opportunities arising from fintech, blockchain, artificial intelligence, digital trade 

documentation, and supply chain finance. It recommends strengthening digital infrastructure, 

expanding export credit support, simplifying regulations, improving financial literacy, and enhancing 

collaboration between banks and fintech firms. The study concludes that a technology-driven and 

inclusive trade finance ecosystem is essential for improving India's export competitiveness and 

achieving sustainable economic growth. 

Keywords: Trade Finance, Export Finance, MSMEs, Export Competitiveness, Digital Trade Finance, 

Fintech, RBI, ECGC. 
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1. Introduction 

International trade is a key driver of economic growth, promoting market expansion, foreign 

exchange earnings, employment generation, and global competitiveness. Trade finance plays a vital 

role by providing working capital, reducing payment and credit risks, improving liquidity, and 

ensuring the smooth flow of cross-border transactions between exporters and importers. An efficient 
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trade finance system enhances business confidence, supports export growth, and strengthens a 

country's participation in global value chains. 

 

Trade finance includes financial instruments such as Letters of Credit (LCs), Bank Guarantees 

(BGs), Export Packing Credit (EPC), Post-Shipment Finance, Factoring, Forfaiting, Supply 

Chain Finance, and Export Credit Guarantee Schemes, which provide working capital and 

mitigate commercial and political risks. 

India's growing participation in global trade has been supported by government initiatives 

including Make in India, Atmanirbhar Bharat, Digital India, Production Linked Incentive (PLI) 

Scheme, Foreign Trade Policy (FTP) 2023, and the National Logistics Policy, all aimed at 

strengthening export competitiveness and integrating India into global value chains. 

Despite significant progress, access to trade finance remains a major challenge for Indian MSMEs, 

which contribute nearly half of the country's exports. Limited access to affordable credit, stringent 

collateral requirements, complex documentation, high transaction costs, and foreign exchange risks 

continue to hinder export growth. 

Additionally, the global trade finance gap disproportionately affects developing countries and 

MSMEs, restricting export capacity and international competitiveness. Bridging this financing gap 

through improved access to credit, simplified procedures, and supportive policy measures is essential 

for achieving India's export growth and sustainable economic development. 

Technological innovations such as digital banking, blockchain, artificial intelligence (AI), digital 

Letters of Credit, electronic Bills of Lading (eBL), and fintech-based trade finance are 

transforming global trade by improving speed, transparency, security, and cost efficiency. In India, 

initiatives by the RBI, ECGC, DGFT, and commercial banks are accelerating digital trade finance 

adoption, simplifying documentation, and improving access to finance. 

The Indian trade finance ecosystem comprises commercial banks, NBFCs, export credit agencies, 

fintech firms, customs authorities, logistics providers, insurers, exporters, importers, and regulatory 

institutions that collectively support international trade. Effective coordination among these 

stakeholders is essential to enhance export efficiency and competitiveness. 

Despite ongoing reforms, the ecosystem faces challenges such as regulatory complexity, AML/KYC 

compliance requirements, limited access to finance for MSMEs, delayed export incentives, and low 

adoption of digital trade finance. Addressing these issues through policy reforms, digital innovation, 

and improved financial accessibility is crucial for strengthening India's trade finance ecosystem and 

boosting export growth. 

Against this background, the present study seeks to examine the trade finance ecosystem in India by 

analyzing its institutional framework, financial instruments, operational challenges, emerging 

opportunities, and policy reforms influencing export competitiveness. The study relies on secondary 

data from reputed national and international sources, including the Reserve Bank of India (RBI), 

Directorate General of Foreign Trade (DGFT), Export Credit Guarantee Corporation of India 

(ECGC), Ministry of Commerce and Industry, World Bank, World Trade Organization (WTO), 

International Chamber of Commerce (ICC), and academic research publications. 

The findings of this study provide valuable insights for policymakers, financial institutions, 

exporters, and researchers by identifying gaps in India's trade finance ecosystem and recommending 

measures to improve access to finance, digital transformation, institutional support, and export 

competitiveness. A stronger and more inclusive trade finance system will promote export-led 

growth, employment generation, industrial development, and sustainable economic growth. 

2. Literature Review 

The trade finance ecosystem plays a vital role in facilitating international trade by ensuring the 

availability of working capital, mitigating transaction risks, and promoting cross-border commercial 
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activities. Over the years, numerous researchers, international organizations, and financial institutions 

have examined various aspects of trade finance, including financing constraints, digital 

transformation, export competitiveness, policy interventions, and the role of financial institutions. The 

following literature review summarizes significant studies relevant to the present research. 

Table 2.1: Review of Literature 

Sr. 

No. 

Author(s) & 

Year 

Title of Study Key Findings Research Gap 

1 Auboin (2023) Trade Finance 

and SMEs 

Identified that MSMEs face 

significant barriers in 

accessing affordable trade 

finance, resulting in reduced 

export participation. 

Limited discussion on 

India's evolving digital 

trade finance ecosystem. 

2 World Bank 

(2023) 

Trade Finance 

Gap Report 

Report estimated a global 

trade finance gap exceeding 

US$2.5 trillion, with MSMEs 

being the most affected. 

Does not provide India-

specific policy 

recommendations. 

3 ICC (2023) Global Survey 

on Trade 

Finance 

Banks continue to reject 

many SME trade finance 

applications because of 

compliance risks and lack of 

documentation. 

Limited emphasis on 

fintech innovations in 

developing economies. 

4 Reserve Bank of 

India (2024) 

Report on 

Trend and 

Progress of 

Banking in 

India 

Indian banks have expanded 

export credit; however, 

MSMEs still face collateral 

and procedural challenges. 

Does not 

comprehensively 

examine export 

competitiveness. 

5 Export Credit 

Guarantee 

Corporation 

(2024) 

Annual Report ECGC guarantees 

significantly reduce export 

credit risk and improve 

lender confidence. 

Limited assessment of 

awareness among small 

exporters. 

6 WTO (2022) Trade Finance 

and Global 

Value Chains 

Efficient trade finance 

improves participation in 

global value chains and 

reduces transaction costs. 

Lacks country-specific 

empirical evidence. 

7 Asian 

Development 

Bank (2023) 

Trade Finance 

Gaps, Growth 

and Jobs 

Survey 

Developing economies 

continue to experience 

substantial financing 

shortages affecting export 

growth. 

India-specific digital 

initiatives require further 

analysis. 

8 Kumar & 

Sharma (2022) 

Trade Finance 

Challenges for 

Indian MSMEs 

High documentation 

requirements and inadequate 

collateral reduce export 

financing accessibility. 

Limited analysis of 

policy reforms after FTP 

2023. 

9 Singh & Verma 

(2023) 

Digital Banking 

and Export 

Finance in 

India 

Digital banking has reduced 

processing time and 

improved operational 

efficiency. 

Blockchain and AI 

applications remain 

underexplored. 
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10 Ministry of 

Commerce 

(2023) 

Foreign Trade 

Policy 2023 

Policy emphasizes 

digitization, ease of doing 

business, export promotion, 

and district export hubs. 

Long-term impact on 

trade finance 

accessibility is yet to be 

evaluated. 

 

Summary of Literature 

The review of existing literature indicates that trade finance has become an indispensable component 

of international trade by facilitating liquidity, reducing payment risks, and supporting export growth. 

International organizations such as the World Trade Organization (WTO), World Bank, and 

International Chamber of Commerce (ICC) consistently highlight the existence of a significant 

global trade finance gap, particularly affecting Micro, Small and Medium Enterprises (MSMEs). 

Research also demonstrates that Indian exporters continue to encounter multiple challenges, including 

limited access to institutional credit, stringent collateral requirements, high financing costs, lengthy 

documentation procedures, and increasing regulatory compliance obligations. Studies conducted by 

the Reserve Bank of India (RBI) and Export Credit Guarantee Corporation (ECGC) indicate that 

although government initiatives have strengthened export financing, many MSMEs remain financially 

underserved. 

Recent literature further suggests that technological innovations such as blockchain, artificial 

intelligence (AI), fintech platforms, electronic Letters of Credit (e-LCs), and digital documentation 

can significantly improve the efficiency, transparency, and accessibility of trade finance. However, 

adoption of these technologies remains uneven across industries and regions. 

Most existing studies focus either on international trade finance practices or banking perspectives, 

while relatively few integrate institutional reforms, digital transformation, fintech innovation, export 

competitiveness, and MSME financing into a single comprehensive framework for India. 

3. Research Gap 

Although substantial research has been conducted on international trade finance and export financing, 

several important gaps remain, particularly in the Indian context. 

The existing literature primarily focuses on banking operations, export credit mechanisms, or global 

trade finance trends without comprehensively examining the overall trade finance ecosystem 

involving banks, fintech companies, regulatory institutions, export credit agencies, customs 

authorities, logistics providers, and exporters. Furthermore, many earlier studies were conducted 

before the implementation of recent initiatives such as the Foreign Trade Policy (FTP) 2023, 

increasing digitization of trade documentation, blockchain-based trade finance solutions, and fintech-

enabled supply chain finance platforms. 

Another major gap is the limited emphasis on the financing challenges faced by Indian MSMEs, 

despite their significant contribution to the country's exports. Existing studies often discuss financing 

constraints but provide limited evaluation of how policy reforms, digital technologies, and 

institutional coordination can collectively improve export competitiveness. 

Additionally, there is insufficient research evaluating the combined impact of digital trade finance, 

regulatory reforms, and public policy initiatives on reducing the trade finance gap in India. Most 

studies analyze these aspects independently rather than adopting an integrated ecosystem perspective. 

Therefore, the present study seeks to bridge these gaps by providing a comprehensive analysis of 

India's trade finance ecosystem using recent secondary data. The research evaluates the challenges 

faced by exporters, identifies emerging opportunities arising from digital transformation, examines 

recent policy reforms, and proposes recommendations for strengthening India's export 

competitiveness through an efficient, inclusive, and technology-driven trade finance ecosystem. 
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Research Gap Matrix 

Existing Studies Identified Gap Present Study Contribution 

Focus on global trade 

finance 

Limited India-specific 

ecosystem analysis 

Comprehensive analysis of India's trade 

finance ecosystem 

Emphasis on banking 

perspective 

Limited stakeholder 

integration 

Covers banks, fintechs, ECGC, RBI, DGFT, 

exporters and policymakers 

Studies on MSME 

finance 

Limited policy evaluation Examines policy reforms and export 

competitiveness 

Digital trade finance 

research 

Limited integrated 

framework 

Evaluates blockchain, AI, fintech, and digital 

trade platforms 

Individual policy 

analysis 

Lack of ecosystem 

approach 

Develops a holistic framework connecting 

finance, technology, and policy 

The identified research gap forms the foundation of this study and justifies the need for a 

comprehensive examination of India's trade finance ecosystem to support sustainable export growth 

and enhance the country's global competitiveness. 

4. Research Objectives 

The present study aims to examine the trade finance ecosystem in India and evaluate its role in 

enhancing export competitiveness. The specific objectives of the study are as follows: 

Primary Objective 

• To study the trade finance ecosystem in India and analyze its impact on export 

competitiveness. 

Specific Objectives 

1. To examine the existing trade finance ecosystem and the major trade finance instruments 

available to Indian exporters. 

2. To identify the key challenges faced by exporters, particularly Micro, Small, and Medium 

Enterprises (MSMEs), in accessing trade finance. 

3. To analyze the role of financial institutions, government agencies, and fintech companies in 

facilitating trade finance. 

4. To evaluate the impact of digital technologies such as blockchain, artificial intelligence (AI), 

and digital banking on trade finance operations. 

5. To examine recent government initiatives and policy reforms aimed at strengthening India's 

trade finance ecosystem. 

6. To suggest recommendations for improving access to trade finance and enhancing India's 

export competitiveness. 

5. Research Questions 

1. What are the major components of the trade finance ecosystem in India? 

2. Which trade finance instruments are most commonly used by Indian exporters? 

3. What are the major challenges faced by exporters, particularly MSMEs, in obtaining trade 

finance? 

4. How do banks, financial institutions, ECGC, RBI, DGFT, and fintech companies contribute to 

trade finance? 

5. What role does digital technology play in improving the efficiency of trade finance? 

6. How have recent government policies and regulatory reforms influenced India's trade finance 

ecosystem? 

7. What policy measures can further strengthen trade finance accessibility and improve export 

competitiveness? 
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Table 5.1: Mapping of Research Questions with Objectives 

Research Question Corresponding Objective 

What constitutes India's trade finance ecosystem? Objective 1 

What challenges are faced by exporters? Objective 2 

What is the role of institutions in trade finance? Objective 3 

How is technology transforming trade finance? Objective 4 

What policy reforms have been introduced? Objective 5 

What improvements are required? Objective 6 

6. Scope of the Study 

The scope of this research defines the boundaries within which the study has been conducted. It 

focuses on understanding the trade finance ecosystem in India and evaluating its effectiveness in 

supporting export competitiveness. 

Geographical Scope 

• The study is limited to India and examines the country's trade finance ecosystem in the 

context of international trade and exports. 

Sectoral Scope 

• The study covers: 

o Banking and Financial Institutions 

o Export Credit Agencies (ECGC) 

o Reserve Bank of India (RBI) 

o Directorate General of Foreign Trade (DGFT) 

o Fintech Companies 

o Exporters and Importers 

o Micro, Small, and Medium Enterprises (MSMEs) 

Conceptual Scope 

The research focuses on: 

• Trade Finance Instruments 

• Export Finance 

• Letters of Credit (LC) 

• Bank Guarantees (BG) 

• Export Credit 

• Supply Chain Finance 

• Trade Credit Insurance 

• Digital Trade Finance 

• Blockchain Applications 

• Fintech Innovations 

• Export Competitiveness 

• Government Policies and Regulatory Framework 

Time Scope 

• The study primarily considers secondary data and policy developments from 2019 to 2025, 

covering the post-pandemic recovery period and recent trade finance reforms. 

Data Scope 

The study is based entirely on secondary data collected from reliable sources, including: 

• Reserve Bank of India (RBI) 

• Ministry of Commerce and Industry 

• Directorate General of Foreign Trade (DGFT) 

• Export Credit Guarantee Corporation of India (ECGC) 
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• World Bank 

• World Trade Organization (WTO) 

• International Chamber of Commerce (ICC) 

• Asian Development Bank (ADB) 

• Government reports, journals, books, and research articles 

Analytical Scope 

The study employs: 

• Descriptive Analysis 

• Comparative Analysis 

• Trend Analysis 

• Percentage Analysis 

• Secondary Data Interpretation 

Figure 6.1: Scope of the Study 

                
Delimitations of the Study 

• The study relies exclusively on secondary data; no primary survey or interviews were 

conducted. 

• The research focuses on trade finance related to exports and does not extensively examine 

import finance. 

• The findings are specific to the Indian trade finance ecosystem and may not be directly 

applicable to other countries. 

• Quantitative statistical techniques such as regression or Structural Equation Modeling (SEM) 

are beyond the scope of this study. 

The defined scope ensures that the research remains focused while providing a comprehensive 

understanding of the opportunities, challenges, and policy reforms influencing India's trade finance 

ecosystem and its contribution to export competitiveness. 

7. Research Methodology 

Research methodology provides the systematic framework used to conduct the study. It explains the 

research design, data sources, methods of data collection, analytical tools, and techniques adopted to 

achieve the research objectives. Since the present study focuses on understanding India's trade finance 

ecosystem through existing information, it is based entirely on secondary data. 
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7.1 Research Design 

The study adopts a descriptive and analytical research design. The descriptive approach helps in 

understanding the existing trade finance ecosystem, while the analytical approach evaluates the 

challenges, opportunities, and policy reforms affecting export competitiveness. 

Particular Description 

Research Design Descriptive & Analytical Research 

Nature of Study Secondary Data Based 

Research Approach Qualitative and Quantitative (Descriptive) 

Type of Research Exploratory and Analytical 

Time Horizon Cross-sectional (2019–2025) 

7.2 Sources of Data 

The research is entirely based on secondary data collected from reliable national and international 

sources. 

Primary Sources of Secondary Data 

• Reserve Bank of India (RBI) 

• Directorate General of Foreign Trade (DGFT) 

• Ministry of Commerce & Industry 

• Export Credit Guarantee Corporation of India (ECGC) 

• World Trade Organization (WTO) & World Bank 

• Asian Development Bank (ADB) 

• International Chamber of Commerce (ICC) 

• NITI Aayog Reports 

• Research Journals 

• Government Publications 

• Books and Conference Papers 

7.3 Data Collection Method 

Data has been collected through: 

• Annual Reports 

• Research Articles 

• Government Publications 

• Statistical Reports 

• Banking Reports 

• Export Reports 

• International Organization Reports 

• Official Policy Documents 

7.4 Study Period 

The study primarily covers the period from 2019 to 2025, enabling analysis of the post-COVID 

recovery, implementation of the Foreign Trade Policy (FTP) 2023, and recent developments in digital 

trade finance. 

7.5 Analytical Tools 

The following analytical tools have been used for interpretation of secondary data. 

Table 7.1: Analytical Techniques 

Technique Purpose 

Descriptive Analysis Understanding the trade finance ecosystem 

Percentage Analysis Comparison of export growth and financing trends 

Trend Analysis Study of export performance over time 

Comparative Analysis Comparison of traditional and digital trade finance 
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Graphical Analysis Presentation of data through charts and graphs 

7.6 Conceptual Framework 

 
7.7 Limitations of Methodology 

• The study is based solely on secondary data. 

• Findings depend on the accuracy of published reports. 

• No primary survey of exporters or financial institutions was conducted. 

• The study focuses on India and may not represent global trade finance practices. 

8. Data Analysis & Interpretation 

The analysis is based on secondary data collected from RBI, DGFT, Ministry of Commerce, ECGC, 

World Bank, WTO, and other published sources. The data has been organized into tables and 

interpreted to understand the status of India's trade finance ecosystem and its implications for export 

competitiveness. 

Table 8.1: India's Merchandise Export Performance 

Financial Year Merchandise Exports (US$ Billion) Growth Rate (%) 

2020–21 291 — 

2021–22 422 45.0 

2022–23 451 6.9 

2023–24 437 -3.1 

2024–25* 468 7.1 

Indicative value based on recent official reports. 

Interpretation 

The table indicates that India's merchandise exports recovered strongly after the COVID-19 

pandemic, recording substantial growth during 2021–22. Although exports experienced a slight 

decline in 2023–24 due to global economic slowdown and geopolitical uncertainties, they regained 

momentum in 2024–25. This trend highlights the growing importance of efficient trade finance in 

supporting export recovery and sustaining international trade. 

Table 8.2: Major Trade Finance Instruments Used in India 

Trade Finance Instrument Major Users Purpose 

Letter of Credit (LC) Exporters & Importers Payment assurance 

Bank Guarantee Exporters Performance and payment security 
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Export Packing Credit Manufacturers Pre-shipment finance 

Post-Shipment Finance Exporters Working capital after shipment 

Factoring MSMEs Receivable financing 

Forfaiting Large Exporters Long-term receivable financing 

Supply Chain Finance Corporates & MSMEs Improve cash flow 

Interpretation 

Letters of Credit and Export Packing Credit remain the most widely used instruments due to their role 

in reducing payment risk and financing production. However, modern instruments such as supply 

chain finance and factoring are gaining importance, particularly among MSMEs seeking faster access 

to working capital. 

Table 8.3: Major Challenges in India's Trade Finance Ecosystem 

Challenge Impact on Exporters 

High collateral requirements Restricts MSME access to finance 

Complex documentation Increases processing time 

High financing costs Reduces profitability 

Limited awareness of schemes Low utilization of government support 

Foreign exchange risk Creates uncertainty in export earnings 

Regulatory compliance Increases operational burden 

Interpretation 

The analysis shows that MSMEs face significant barriers in accessing affordable trade finance. 

Documentation requirements, collateral demands, and compliance costs discourage many small 

exporters from expanding into international markets. 

Table 8.4: Emerging Opportunities in Trade Finance 

Opportunity Expected Benefit 

Digital Banking Faster loan processing 

Blockchain Secure and transparent documentation 

Artificial Intelligence Improved credit assessment 

Fintech Collaboration Faster credit approval 

Digital Trade Documentation Reduced paperwork and costs 

Supply Chain Finance Platforms Better liquidity management 

Interpretation 

Technological advancements have created opportunities to modernize India's trade finance ecosystem. 

Digital platforms improve operational efficiency, reduce fraud, enhance transparency, and make trade 

finance more accessible, especially for MSMEs. 

Table 8.5: SWOT Analysis of India's Trade Finance Ecosystem 

Strengths Weaknesses 

Strong banking network Complex documentation 

Government export promotion schemes High collateral requirements 

Growing digital infrastructure Limited MSME awareness 

Opportunities Threats 

Blockchain and AI adoption Global economic uncertainty 

Fintech-led innovation Currency volatility 

Expansion of export markets Geopolitical risks 

Interpretation 

India possesses a strong institutional framework and increasing digital capabilities. However, 

procedural complexity and financing constraints remain key weaknesses. Leveraging technology and 

policy reforms can convert these challenges into opportunities while mitigating external risks. 
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Figure 8.1: Illustrative Export Growth Trend (2019–2025) 

 

Interpretation: The trend shows a significant post-pandemic recovery in exports, followed by 

moderate fluctuations due to global market conditions. A stable and efficient trade finance ecosystem 

can help sustain export growth during periods of external uncertainty. 

Overall Interpretation 

The secondary data analysis indicates that India has made considerable progress in strengthening its 

trade finance ecosystem through policy initiatives, digitalization, and institutional support. 

Nevertheless, MSMEs continue to face challenges related to financing accessibility, compliance 

requirements, and operational costs. The adoption of digital trade finance solutions, simplified 

regulatory procedures, and targeted policy interventions can significantly enhance export 

competitiveness and support India's long-term trade growth. 

9. Findings 

Based on the analysis of secondary data collected from the Reserve Bank of India (RBI), Directorate 

General of Foreign Trade (DGFT), Export Credit Guarantee Corporation of India (ECGC), Ministry 

of Commerce and Industry, World Bank, World Trade Organization (WTO), International Chamber of 

Commerce (ICC), and various published research studies, the following key findings have been 

identified: 

9.1 Major Findings 

1. Trade finance is a critical enabler of India's export growth. 

o Efficient trade finance supports exporters by providing working capital, reducing 

payment risks, and facilitating smooth international trade transactions. 

2. MSMEs face significant financing constraints. 

o Micro, Small and Medium Enterprises contribute substantially to India's exports but 

continue to experience limited access to affordable trade finance because of high 

collateral requirements, inadequate credit history, and lengthy approval processes. 

3. Traditional trade finance remains dominant. 

o Instruments such as Letters of Credit (LCs), Bank Guarantees, Export Packing Credit, 

and Post-Shipment Finance continue to account for the majority of trade finance 

transactions. 

4. Digital transformation is reshaping trade finance. 

o Digital banking, blockchain technology, artificial intelligence (AI), electronic 

documentation, and fintech-based supply chain finance are improving transaction speed, 

operational efficiency, transparency, and risk management. 



802 | Page 

Journal of Science Engineering Technology and Management Science                 ISSN: 3049-0952 

Volume 02, Issue 08, August, 2025                                                                                                 www.jsetms.com 

                                           

 

5. Government initiatives have strengthened the ecosystem. 

o Schemes under the Foreign Trade Policy (FTP) 2023, ECGC support, Export Promotion 

Capital Goods (EPCG) Scheme, Districts as Export Hubs initiative, and digital customs 

reforms have contributed to improving export facilitation. 

6. Compliance complexity continues to be a challenge. 

o Exporters face multiple regulatory requirements relating to customs, GST, foreign 

exchange regulations, anti-money laundering (AML), Know Your Customer (KYC), and 

documentation, increasing both cost and processing time. 

7. Trade finance awareness remains inadequate. 

o Many small exporters are unaware of available export credit facilities, government 

incentives, and trade finance products, resulting in underutilization of support schemes. 

8. Collaboration between banks and fintech companies is increasing. 

o Financial institutions are increasingly partnering with fintech firms to improve credit 

assessment, reduce turnaround time, and expand digital trade finance services. 

9. Export competitiveness depends on efficient financial support. 

o Countries with faster, more accessible, and lower-cost trade finance systems generally 

achieve stronger export performance and greater participation in global value chains. 

10. Policy reforms are necessary for inclusive growth. 

o Further simplification of procedures, expansion of digital infrastructure, and enhanced 

institutional coordination are essential for reducing the trade finance gap and improving 

India's global competitiveness. 

Summary of Findings 

Area Key Finding 

Trade Finance Essential for export growth and risk mitigation 

MSMEs Continue to face significant financing barriers 

Digitalization Improves efficiency, transparency, and accessibility 

Government Policies Positive impact but implementation challenges remain 

Financial Institutions Expanding digital trade finance services 

Export Competitiveness Strongly influenced by access to affordable finance 

Policy Environment Requires further reforms and simplification 

10. Recommendations 

Based on the findings of the study, the following recommendations are proposed to strengthen India's 

trade finance ecosystem and enhance export competitiveness: 

10.1 Policy Recommendations 

1. Simplify Trade Finance Documentation 

o Standardize documentation requirements and promote paperless trade transactions 

through fully digital platforms. 

2. Strengthen Export Credit Support 

o Expand the coverage of export credit guarantee schemes, especially for MSMEs, and 

simplify claim settlement procedures. 

3. Improve MSME Access to Finance 

o Introduce collateral-free or low-collateral trade finance products supported by 

government-backed credit guarantee mechanisms. 

4. Promote Digital Trade Finance 

o Encourage the adoption of blockchain, AI, electronic Bills of Lading (eBL), and digital 

Letters of Credit to reduce processing time and operational risks. 

5. Enhance Fintech–Bank Collaboration 
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o Foster partnerships between banks and fintech companies to improve credit assessment, 

automate documentation, and deliver faster financing solutions. 

6. Increase Awareness among Exporters 

o Conduct regular training programs and awareness campaigns regarding export finance 

schemes, government incentives, and digital trade finance platforms. 

7. Strengthen Institutional Coordination 

o Improve coordination among RBI, DGFT, ECGC, customs authorities, banks, and export 

promotion councils to ensure efficient policy implementation. 

8. Develop a National Digital Trade Finance Platform 

o Create an integrated platform connecting exporters, banks, customs authorities, logistics 

providers, insurers, and regulatory agencies to facilitate seamless trade finance. 

9. Promote Green and Sustainable Trade Finance 

o Introduce incentives for financing environmentally sustainable exports and encourage 

banks to develop green trade finance products. 

10. Continuous Policy Review 

o Regularly assess trade finance policies to align with changing global trade practices, 

technological advancements, and international regulatory standards. 

Table 10.1: Recommendations Matrix 

Challenge Identified Recommended Action Expected Outcome 

High collateral 

requirements 

Government-backed credit guarantee 

schemes 

Greater MSME participation 

Complex documentation End-to-end digital documentation Faster approvals 

High financing cost Interest subsidy and affordable export 

credit 

Improved export 

competitiveness 

Limited awareness Capacity-building and training 

programs 

Increased scheme utilization 

Manual processing AI, blockchain, and automation Higher operational efficiency 

Weak institutional 

coordination 

Integrated digital ecosystem Better service delivery 

11. Conclusion 

Trade finance plays a pivotal role in promoting international trade by providing liquidity, mitigating 

payment risks, and enabling exporters to participate effectively in global markets. The present study 

examined India's trade finance ecosystem with particular emphasis on its institutional framework, 

financial instruments, operational challenges, emerging opportunities, and policy reforms influencing 

export competitiveness. 

The analysis indicates that India has made significant progress in strengthening its trade finance 

ecosystem through banking reforms, export promotion policies, digital transformation, and enhanced 

institutional support. Government initiatives such as the Foreign Trade Policy (FTP) 2023, digital 

customs systems, and ECGC-backed export credit schemes have improved the overall business 

environment for exporters. 

However, several challenges continue to limit the effectiveness of the existing system. MSMEs, 

despite contributing substantially to India's exports, face persistent difficulties in obtaining timely and 

affordable trade finance due to collateral requirements, documentation complexity, regulatory 

compliance costs, and limited awareness of available financial products. These constraints reduce 

their competitiveness in international markets. 

Technological innovations—including blockchain, artificial intelligence, digital banking, fintech-

enabled supply chain finance, and electronic trade documentation—offer substantial opportunities to 
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transform India's trade finance ecosystem. Wider adoption of these technologies can improve 

transparency, reduce transaction costs, accelerate financing decisions, and expand access to finance 

for smaller exporters. 

The study concludes that creating a technology-driven, inclusive, and policy-supported trade 

finance ecosystem is essential for achieving India's long-term export ambitions. Strengthening 

institutional coordination, expanding digital infrastructure, simplifying regulatory procedures, and 

increasing financial inclusion for MSMEs will enhance India's export competitiveness and strengthen 

its integration into global value chains. 

Overall, a robust and efficient trade finance ecosystem will not only facilitate international trade but 

also contribute to sustainable economic growth, employment generation, foreign exchange earnings, 

and India's vision of becoming a leading global trading nation. 

12. References  

1. Asian Development Bank. (2023). 2023 Trade finance gaps, growth, and jobs survey. 

https://www.adb.org 

2. Auboin, M. (2023). Trade finance and SMEs: Bridging the financing gap. World Trade 

Organization. 

3. Directorate General of Foreign Trade. (2023). Foreign Trade Policy 2023. Government of 

India. https://dgft.gov.in 

4. Export Credit Guarantee Corporation of India Ltd. (2024). Annual Report 2023–24. 

https://www.ecgc.in 

5. Government of India. (2023). National Logistics Policy. Ministry of Commerce and Industry. 

6. International Chamber of Commerce. (2023). Global Survey on Trade Finance. Paris: ICC 

Banking Commission. 

7. International Monetary Fund. (2023). World Economic Outlook. https://www.imf.org 

8. Ministry of Commerce and Industry. (2024). Annual Report 2023–24. Government of India. 

https://commerce.gov.in 

9. NITI Aayog. (2023). Export Preparedness Index 2023. Government of India. 

10. Reserve Bank of India. (2024). Report on Trend and Progress of Banking in India 2023–24. 

https://www.rbi.org.in 

11. Reserve Bank of India. (2024). Handbook of Statistics on the Indian Economy. 

https://www.rbi.org.in 

12. Reserve Bank of India. (2023). Annual Report 2022–23. https://www.rbi.org.in 

13. Sharma, R., & Kumar, A. (2022). Trade finance challenges faced by Indian MSMEs. 

International Journal of Commerce and Management Research, 8(3), 45–54. 

14. Singh, P., & Verma, S. (2023). Digital transformation in trade finance: Opportunities for 

Indian exporters. Journal of International Business Studies, 15(2), 112–128. 

15. United Nations Conference on Trade and Development. (2023). Review of Maritime 

Transport. https://unctad.org 

16. World Bank. (2023). Trade Finance Gap, Growth, and Jobs Survey. 

https://www.worldbank.org 

17. World Bank. (2024). World Development Indicators. https://data.worldbank.org 

18. World Trade Organization. (2022). Trade Finance and Global Value Chains. 

https://www.wto.org 

19. World Trade Organization. (2024). World Trade Statistical Review 2024. https://www.wto.org 

20. Reserve Bank of India. (2022). Master Direction – Export of Goods and Services. 

https://www.rbi.org.in 

21. Ministry of Finance. (2023). Economic Survey 2022–23. Government of India. 

22. Ministry of Finance. (2024). Economic Survey 2023–24. Government of India. 

https://www.adb.org/
https://dgft.gov.in/
https://www.ecgc.in/
https://www.imf.org/
https://commerce.gov.in/
https://www.rbi.org.in/
https://www.rbi.org.in/
https://www.rbi.org.in/
https://unctad.org/
https://www.worldbank.org/
https://data.worldbank.org/
https://www.wto.org/
https://www.wto.org/
https://www.rbi.org.in/


805 | Page 

Journal of Science Engineering Technology and Management Science                 ISSN: 3049-0952 

Volume 02, Issue 08, August, 2025                                                                                                 www.jsetms.com 

                                           

 

23. Export-Import Bank of India. (2024). Annual Report 2023–24. https://www.eximbankindia.in 

24. International Finance Corporation. (2023). MSME Finance Gap Report. https://www.ifc.org 

25. Organisation for Economic Co-operation and Development. (2023). Financing SMEs and 

Entrepreneurs. https://www.oecd.org 

https://www.eximbankindia.in/
https://www.ifc.org/
https://www.oecd.org/

