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DETERMINANTS OF I N D I A 'S  FOREIGN TRADE

by 

A V L N arayaaa  

A bstract

T h i s  s t u d y  first e x a m i n e s  I n d i a ' s  e x p o r t  g r o w t h  s t a b i l i t y  

a n d  d i v e r s i f i c a t i o n  in d e t a i l  by c o m m o d i t y  g r o u p s  d u r i n g  t h e  

p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 8 - 8 9 .  L a t e r ,  it s e e k s  to a n a l y s e  

d e t e r m i n a n t s  of I n d i a ' s  f o r e i g n  t r a d e  c o n s i d e r i n g  f a c t o r s  su ch  as 

p r i c e ,  i n c o m e  a n d  e f f e c t i v e  e x c h a n g e  r a t e s  i n c l u d i n g  e x p o r t  

i n c e n t i v e s  and i m p o r t  t a r i f f s  in an e c o n o m e t r i c  f r a m e w o r k .  U s i n g  

the l a t e s t  d a t a  a v a i l a b l e ,  the s t u d y  p r o v i d e s  OLS e s t i m a t e s  of 

f o r e i g n  t r a d e  e l a s t i c i t i e s  and also a m e a s u r e  o f  th e i m p a c t  of 

e x o g e n o u s  i m p o r t  p r i c e s  on d o m e s t i c  p r i c e  for the p e r i o d ,  1 974 -75 

to 1985 -8 6.  The f i n d i n g s  s u g g e s t  that I n d i a ' s  e x p o r t  g r o w t h  has 

b e e n  due l a r g e l y  to the g r o w t h  of w o r l d  i n c o m e ,  w h e r e a s  the p r ic e 

e f f e c t  a t t r i b u t a b l e  to th e  r u p e e  d e p r e c i a t i o n  a n d  e x p o r t  

i n c e n t i v e s  h a s  o n l y  b e e n  m a r g i n a l .  Th e i m p o r t  d e m a n d ,  h o w e v e r  

a p p e a r s  to h a v e  b e e n  c o n s i d e r a b l y  c u r t a i l e d  by t h e  r u p e e  

d e p r e c i a t i o n  and t ar if f s -



1. In t r o d u c t io n

1.1 T h e  p u r p o s e  of  t h i s  p a p e r  is b a s i c a l l y  t h r e e - f o l d .  T h e  first 

o b j e c t i v e  is to e x a m i n e  g r o w t h  t r e n d s  of I n d i a ' s  e x p o r t s  in the 

re ce n t  p e r i o d  an d the s e co n d , to i n v e s t i g a t e  if t h e r e  ha s be en  

e xp or t d i v e r s i f i c a t i o n  (or c o n c e n t r a t i o n )  in c o m m o d i t i e s  and als o 

by c o u n t r i e s  o f  d e s t i n a t i o n  a n d ,  t h e  t h i r d ,  to a n a l y s e  th e 

u n d e r l y i n g  f a c t o r s  i n f l u e n c i n g  I n d i a ' s  f o r e i g n  t r a d e ,  i.e. , 

w h e t h e r  e x p o r t s  h a v e  b e e n  f a v o u r a b l y  a f f e c t e d  b y  i n c r e a s i n g  

t r e n d s  in d i v e r s i f i c a t i o n  a p a r t  fro m o t h e r  f a c t o r s  su ch  as rise  

in w o r l d  i n c o m e  and c h a n g e s  in I n d i a ' s  e x p o r t  p r i c e  v i s - a - v i s  

w o r l d  price. And, on the i m p o r t s  side,  t h i s  s t u d y  e x a m i n e s  the 

i m p a c t  of e x c h a n g e  rate  d e p r e c i a t i o n  and t a r i f f s  on i m p o r t  v o l u m e  

and its r e p e r c u s s i o n s  on d o m e s t i c  prices. A t r a d i t i o n a l l y  held  

v i e w  is that  d i v e r s i f i c a t i o n  m a y  h e l p  to r e d u c e  i n s t a b i l i t y  in 

ex p o r t  e a r n i n g s .  For i n s t a n c e ,  g e o g r a p h i c a l  d i v e r s i f i c a t i o n  from 

W e s t  to E a s t  m a y  p r o v i d e  a c u s h i o n  to I n d i a ' s  e x p o r t s  o f  

t e x t i l e s  a n d  c l o t h i n g  w h i c h  h a v e  l o n g  b e e n  s u b j e c t e d  to 

q u a n t i t a t i v e  r e s t r i c t i o n s  an d p r o t e c t i o n i s t i c  m e a s u r e s  in the 

W e s t e r n  E u r o p e a n  c o u n t r i e s  and  th e  USA. S i m i l a r l y  c o m m o d i t y  

d i v e r s i f i c a t i o n  from  low v a l u e - a d d e d  to h i g h  v a l u e - a d d e d  item s 

w o u l d  not o n l y  i n c r e a s e  e x p o r t e a r n i n g s  but also  p r o m o t e  d o m e s t i c  

e m p l o y m e n t -  T h i s  p a p e r  a d d r e s s e s  i t s e l f  to t h es e issues.

T h e  r e m a i n d e r  of t h i s  p a p e r  is o r g a n i s e d  as f o l l o w s .  In 

s e c t i o n  2, it a t t e m p t s  to a n a l y s e  e x p o r t  g r o w t h  t r e n d s  a n d  

s t a b i l i t y  d u r i n g  th e  p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 8 - 8 9  b o t h  at t h e  

a g g r e g a t e  l e v e l  and by c o u n t r i e s  of d e s t i n a t i o n  as w e l l  as at the 

d i s a g g r e g a t e d  l e v e l  of i n d i v i d u a l  c o m m o d i t i e s .  In s e c t i o n  3, it 

e x a m i n e s  c h a n g e s  in t h e  d e g r e e  o f  e x p o r t  d i v e r s i f i c a t i o n  a nd  

s t a b i l i t y  In s e c t i o n  4, we a n a l y s e  o t h e r  f a c t o r s  s u ch  as w o r l d  

i n c o m e ,  e x c h a n g e  r a t e s  an d e x p o r t  i n c e n t i v e s  that a f f e c t  I n d i a ' s
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Table 1

India 's  Exports, Exchange Rates and Unit Values

Tears

Rs-

(million)

US $ 

(million)

Nominal 

Exchange Rate 

Rs/US$

Unit Value 

1980-81- 

(Rs Terms)

Index 

100 

($  Terms)

1974-75 33290 4171. 7 7. 980 64 63. 4
1975-76 40420 4672. 8 8. 650 71 64. 9
1976-77 51460 5756.2 8- 940 75 66.3

1977-78 54043 6313.4 8. 560 85 78. 5
197 8-79 57260 6974.4 8. 210 85 81. 9
1979-80 64180 8116.9 7. 9Q7 92 92.0
1980-81 67110 8486. 3 7. 908 100 100.0

1981-82 78060 8704.3 8.968 114 100. 5
1982-83 88030 9107.2 9- 666 122 99. 8

1983-84 97710 9449. 7 10.340 139 106.3
1984-85 118550 9971.4 11. 889 156 103. 8

1985-86 110120 8521. 2 12. 923 157 96.1
1986-87 125500 9821.6 12. 778 NA NA

1987-88 157490 12146. 4 12.966 NA NA
1988-89(P) 202950 14014.0 14.482 NA NA

Source:1.Government of India, RBI, Report on Currency And Finance 
(Various Issues).

2.Government of India.Economic Survey,1989-90
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e x p o r t s  a n d  a l s o  e s t i m a t e  p r i c e  a n d  i n c o m e  e l a s t i c i t i e s  o f  

a g g r e g a t e  e x p o r t s  and i m p o r t s  for th e p e r i o d ,  1 9 7 4 - 7 5  to 19 85 -8 6.  

F i n a l l y ,  s e c t i o n  5 s u m s  up m a i n  f i n d i n g s  a n d  o f f e r s  p o l i c y  

s u g g e s t i o n s  for a c h i e v i n g  h i g h e r  e x p o r t  g r o w t h .

2. E xp ort  Growth at  the A g greg ate  L e v e l

In the ye ar  1 9 8 8 - 8 9 ,  I n d i a ' s  g r o s s  e x p o r t  e a r n i n g s  a m o u n t e d  

to Rs. 2 0 2 9 5  c r o r e ,  r e g i s t e r i n g  a m a r k e d  i n c r e a s e  o f  2 8 . 9  per 

c e n t  over the p r e v i o u s  year. T h i s  is h i g h e r  t h a n  t h e  g r o w t h  rate  

of 26.4  p e r  ce nt  a c h i e v e d  in 1 9 8 7 - 8 8  o v e r  19 86-87. T h e s e  g r o w t h  

r a t e s  ar e  a l s o  h i g h e r  t h a n  t h e  a v e r a g e  g r o w t h  r a t e  a t t a i n e d  

d u r i n g  the p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7  of a b o u t  10.4 p e r  c e n t  per 

a n n u m .  T h i s  g r o w t h  r a t e  h a s  b e e n  e s t i m a t e d  on t h e  b a s i s  o f  

e x p o n e n t i a l  t r e n d  e q u a t i o n  f i t t e d  to t h e  t i m e - s e r i e s  d a t a  on 

I n d i a ' s  t o ta l e x p o r t s  at c u r r e n t  p r i c e s  in r u p e e  t e r m s  g i v e n  in 

T a b l e  1. H o w e v e r ,  in t e r m s  of  U.S. d o l l a r s  I n d i a ' s  e x p o r t s  g r e w  

at the a v e r a g e  r a t e  of 6.7 p e r  c e n t  per a n n u m ,  w h i c h  w a s  l o we r 

th an  the c o r r e s p o n d i n g  g r o w t h  ra te  in r u pe e t e r m s  d u r i n g  the same 

period. Th us,  a part  o f  the  i n c r e a s e  in un it  v a l u e  r e a l i s a t i o n  

in th is  p e r i o d  is a t t r i b u t a b l e  to the f a l l i n g  v a l u e  of I n d i a n  

r u p e e  v i s - a - v i s  U.S. d o l l a r .  T h i s  is a l s o  t r u e  o f  e x p o r t  g r o w t h  

a c h i e v e m e n t  in 1 9 8 6 - 8 7  to 1 9 8 8 - 8 9 .  S i n c e  1 9 8 6 - 8 7 ,  h o w e v e r ,  

e x p o r t s  i n c r e a s e d  in d o l l a r  t e r m s  as w e l l ,  from US $ 1042 c r o r e  

in 1 9 8 6 - 8 7  to US $ 1214 c r o r e  in 1 9 8 7 - 8 8  and to US $ 1401 c r o r e  

in 1988 -89 . The g r o w t h  rate t h u s  r e g i s t e r e d  a m a r k e d  i n c r e a s e  of

10. 1 pe r cen t in 1 9 8 6 - 8 7  ove r 1985-86. It shot up to 16. 5 per 

c en t in 1 9 8 7 - 8 8  over  1 9 8 6 - 8 7 ,  but s l o w e d  d o w n  a l i t t l e  to 15.6 

per cen t in 1 9 8 8 - 8 9  ov er  1987-88. D u r i n g  1 9 8 6 - 8 7  to 19 88 -89 ,
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I n d i a ' s  e x p o r t  e a r n i n g s  in U.S. d o l l a r s  r o s e  b y an a v e r a g e  ra te  

of 14 per cent w h i l e  in r u p e e  t e r m s ,  t h e  a v e r a g e  g r o w t h  r a t e  wa s 

o v e r  20 per cent a year.

The g r o w t h  r a t e  in e x p o r t  v o l u m e  ( q u a n t u m  i n d e x  of e x p o r t s )  

wa s  a r o u n d  3.6 per c e n t  d u r i n g  t he  p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7  

w h i l e  that of e x p o r t  e a r n i n g s  as n o t e d  e a r l i e r ,  w a s  at 10.7 pe r  

ce nt  a yea r in r u p e e  t e r m s ,  a n d  6.7 p e r  c e n t  a y e a r  in d o l l a r

t e r m s .  It f o l l o w s  t h a t  t h e  g r o w t h  in e x p o r t  e a r n i n g s  in t h i s  

p e r i o d  w a s  l a r g e l y  du e  to a f a v o u r a b l e  i n c r e a s e  in un it  v a l u e  

r e a l i s a t i o n  of e x p o r t s  in r u pe e te rm s.  D u r i n g  t h i s  p e r i o d ,  the 

uni t v a l u e  i n d e x  of e x p o r t s  in r u p e e  t e r m s  g r e w  at t h e  a v e r a g e

rat e of 7.1 per cent a y e a r  w h i l e  the g r o w t h  rat e of uni t v a l u e ,

m e a s u r e d  in US d o l l a r s  w a s  h o w e v e r  l e s s  at 3 . 2  p e r  c e n t  p e r

a n n u m .  U n f o r t u n a t e l y ,  we d o  n o t  h a v e  c o m p a r a b l e  f i g u r e s  o f  

ex p o r t  v o l u m e  i n d e x  or unit v a l u e  i n d e x  for the p e r i o d ,  1 9 8 7 - 8 8  

o n w a r d s  b e c a u s e  of w h i c h  it is not p o s s i b l e  to e x a m i n e  the i m p a c t  

o f r u p e e  e x c h a n g e  r a t e  d e p r e c i a t i o n  on t h e  e x p o r t  v o l u m e  in the 

re ce n t  period.

Exp ort Growth o f  I n d i v i d u a l  Com m odities

As c a n  be see n fr om  T a b l e  2, l a r g e l y  m a n u f a c t u r e d  g o o d s  h a v e  

c o n t r i b u t e d  to h i g h  e x p o r t  g r o w t h  in 1 9 8 8 - 8 9 ,  w h i l e  e x p o r t s  o f  

a g r o - b a s e d  p r o d u c t s  h a v e  e i t h e r  s t a g n a t e d  or d e c l i n e d  ( w i t h  the 

e x c e p t i o n  o f  r i c e  a n d  t o b a c c o ) .  T h e  d e c l i n e  in e x p o r t s  o f  

a g r o - b a s e d  p r o d u c t s  is, p o s s i b l y ,  t h e  e f f e c t  o f  d r o u g h t .  

E x p o r t s  of tea, c o f f e e ,  o i l -  c a k e s ,  c a s h e w  k e r n e l s ,  fish an d  fish 

p r e p a r a t i o n s ,  f r u i t s  a nd  v e g e t a b l e s  e t c . ,  all h a v e  s t a g n a t e d  or 

d e c l i n e d  in 1 9 8 7 - 8 8  in r u p e e  t e rms . W i t h  t he  r u p e e  d e p r e c i a t i o n  

in r e c e n t  y ea rs , t h e  f o r e i g n  e x c h a n g e  c o n t r i b u t i o n  f r o m  t h e s e  

c o m m o d i t i e s  s e e m s  to h a v e  d e c r e a s e d  in 1 9 8 7 - 8 8  o v e r  th e p r e v i o u s
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year. In 1 98 8- 89,  h o w e v e r ,  some of t h e s e  e x p o r t  p r o d u c t s  (fish 

and fish p r e p a r a t i o n s  et c . )  s h o w e d  s i g n s  o f  r e c o v e r y .  G r o w t h  of 

m a n u f a c t u r e d  e x p o r t s  a p p e a r s  to h a v e  p r o v i d e d  a c u s h i o n  and m o r e  

t h a n  o f f s e t  t he  d e c l i n e  in e x p o r t  e a r n i n g s  o f  a g r i c u l t u r a l  and 

a l l i e d  p r o d u c t s .  T h e  m a j o r  c o n t r i b u t o r s  fro m m a n u f a c t u r e d  p r o d u c t  

g r o u p  w e r e :  t e x t i l e  f a b r i c s ,  m a d e - u p s  an d r e a d y - m a d e  g a r m e n t s

t o g e t h e r  w i t h  a r i s e  o f  42 p e r  c e n t  in 1 9 8 7 - 8 8  o v e r  1 9 8 6 - 8 7 ;  

c h e m i c a l s  and r e l a t e d  p r o d u c t s  w i t h  an a n n u a l  i n c r e a s e  of 41 per 

c e n t  in 1 9 8 7 - 8 8  a n d  8 6 . 3  p e r  c e n t  in 1 9 8 8 - 8 9  ; h a n d i c r a f t s  

i n c l u d i n g  g e m s  a nd  j e w e l l e r y  (28 per c e n t  in 1 9 8 7 - 8 8  a n d  5 9 . 6  per 

c e n t  in 1 9 8 8 - 8  9 ); l e a t h e r  a n d  m a n u f a c t u r e s  ( 2 5  p e r  c e n t  in 

1 98 6 -87 an d a b o u t  30 pe r c e n t  in 1 9 8 8 - 8 9  ); m a c h i n e r y  a n d  

t r a n s p o r t  e q u i p m e n t  (26. 5 per cent in 1 9 8 6 - 8 7  and o v e r  62 per 

ce n t  in 1 9 8 8 - 8 9 )  etc,.

Th e a v e r a g e  g r o w t h  r a t e s  of e x p o r t  e a r n i n g s  w e r e  a l s o  w o r k e d  

out c o m m o d i t y w i s e  for the per io d, 1 9 7 4 - 7 5  to 1 9 8 6 - 8 7  by f i t t i n g  

an e x p o n e n t i a l  t r e n d  e q u a t i o n  to t h e  t i m e - s e r i e s  d a t a  o f  55 

i n d i v i d u a l  c o m m o d i t i e s ,  at t h e  S I T C  t w o  d i g i t  l e v e l .  T h e  

t i m e - s e r i e s  d a t a  f or t h e s e  c o m m o d i t i e s  a n d  t h e i r  c o r r e s p o n d i n g  

a n n u a l  a v e r a g e  g r o w t h  r a t e s  are set out in A p p e n d i x  T a b l e  A.I. 

T h e  r e s u l t s  o f  e s t i m a t e d  a v e r a g e  g r o w t h  r a t e s  o f  i n d i v i d u a l  

c o m m o d i t i e s  r e v e a l  t ha t, 23 c o m m o d i t i e s  ou t of 55 e x h i b i t e d  v e r y  

h i g h  g r o w t h  r a t e s ,  r a n g i n g  b e t w e e n  10 and 40 p e r  c e n t  per a n n u m  

d u r i n g  the p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7 ,  w h i l e  13 i t e m s  s h o w e d  an 

a v e r a g e  g r o w t h  r a t e  l e s s  t h a n  10 pe r ce nt  a ye a r ,  w h e r e a s  e x p o r t s  

of 13 o t h e r  i t e m s  s t a g n a t e d ,  a n d  f i v e  o t h e r  c o m m o d i t i e s  

e x p e r i e n c e d  e v e n  a d e c l i n e  in e x p o r t s  d u r i n g  the s a m e  pe ri od.
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Table 2

India's Exports of Principal Qoeaodities dirlpg 1906-87 to 1968-69

Valuers Ctore 
Share: Pexceot

(biiadlties 1986-87

VAUE SBffE

I987-88(P)

VA11F. 53UHK

I988-89(P) 

VAUE SHARE

Oaf fee 2%. 7 2.38 263.2 1.67 279.7 1.38
Tea & mate 576.8 4.62 592.4 3.76 599.0 2.95
Oil cakes 189.8 1.51 173.3 1.1 37a 4 L 83
Tobacco 185.3 1.49 134.6 0.86 12a  5 a ©
Cashew kernels 327.6 2.63 306.7 1.95 277.2 L37
Spices 279 2.24 309.3 1.96 250.8 1.24
Sugar & molasses 1.4 Neg a s Neg 7.0 aa3
Raw cotton 204. 7 1.64 95.5 0.6 2& 0 0.14
Rice 197.33 L58 324.6 2.06 331.5 L G
Fish & fish preparations 539 4.33 525.1 3.33 632.5 3. 12

Meat & meat preparations 75.5 0.6 85.5 5.43 94.0 a  46
Fruit,veg-,& pulses 155.8 1.25 150.8 9.58 164.0 a  81
Misc. processed foods 75.5 a 6 65.9 0.42 12L0 a 6 0

Ores & minerals 717.2 5.76 703.3 4.47 1015- 0 5.00

Mica 19.6 0.16 23.2 ft 14 29.0 a  14
Iron ore 546.6 4.39 542.8 3.45 672.5 3.31

Manufactured goods

Textile fabrics & manufactures 217a 8 17.49 308a 8 19.62 360&0 17.78
Qoir y a m  manufactures 33.5 a  27 29.4 L54 3 L 0 ais
Jute manufactures 244 1.% 242.8 7.29 250.0 1.23
leather & leather manufactures 922.4 7.4 114a 5 2a 67 149a 0 7.34
Handicrafts incl. carpets 2547.6 20.46 3253.5 16.6 51%. 0 25.59
Chanical & allied products 583.2 4.68 823.4 5.23 1534.0 7.56
Machinery,t ransport equipment & 
Metal manufactures

1132. 7 9.09 1433 9.1 2322.0 11.44

Minerals,fuels&lubric ant s 417.6 3.35 656 4.6 5iao 2.55

Total incl. others 12452.4 100 15741. 2 100 20295.0 100

Source: Government Of India Economic Survey, 1989-90
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S o m e  of t h o s e  c o m m o d i t i e s  w h i c h  w i t n e s s e d  c o n s i d e r a b l y  h i g h  g r o w t h  

r a t e s  w e r e :  m a n u f a c t u r e s  o f  o r g a n i c  c h e m i c a l s ,  d y e i n g ,  t a n n i n g  and

c o l o u r i n g  m a t e r i a l s ,  m e d i c i n a l  and p h a r m a c e u t i c a l  p r o d u c t s ,  l e a t h e r  

an d l e a t h e r  m a n u f a c t u r e s ,  non-raetallic m i n e r a l  m a n u f a c t u r e s ,  m e t a l  

w o r k i n g  m a c h i n e r y ,  g e n e r a l  i n d u s t r i a l  m a c h i n e r y ,  o f f i c e  m a c h i n e s  e t c . , 

t r a v e l  g o o d s ,  and s c i e n t i f i c  i n s t r u m e n t s .  G o o d s  w h i c h  e x p e r i e n c e d  a 

d o w n w a r d  e x p o r t  t r e n d  i n c l u d e  iron and s t e e l  and n o n - f e r r o u s  m e t a l s .

D ir e c t io n  o f  T rad e

D u r i n g  the t h r e e  y e a r s  198 6-8 7 to 1 9 8 8 - 8 9 ,  a b o u t  70 per c e n t  o f  

I n d i a ' s  ex p o r t  e a r n i n g s  c a m e  from o n l y  16 c o u n t r i e s .  Nine of  t h e s e  

b e l o n g  to the O E C D  g r o u p ,  four  to the M i d d l e - E a s t  a n d  t h r e e  to the 

S o v i e t  bloc, as s h o w n  in T a b l e  3. Of them , the U S A  wa s th e l e a d i n g  

c o u n t r y  w i t h  a s h a r e  o f  a b o u t  19 p e r  c e n t  in o u r  t o t a l  e x p o r t s ,  

f o l l o w e d  by t he U S S R  w i t h  a s h a r e  r a n g i n g  b e t w e e n  12 an d  15 per ce n t ,  

J a p a n  w i t h  a b o u t  11 pe r ce nt  and the r e m a i n i n g  13 c o u n t r i e s  a c c o u n t i n g  

for an e x p o r t  s h a r e  o f  l e s s  t h a n  6 per c e n t  each.
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Table 3

India's Exports 1b Principal Qxntrfes 

During 1986-67 Co 1988-89

Valuers Cmte 

9ian:taccac

Cbuotries 1986-87 1987-flB(P) L988-89CP) A r a l  t a a g e A n a l  Arerage

Value 9 « Value Sh se Valif S h a n o f  Ctanuth Rate of Growth Rate

during 1986-87 <farlqg 1974-75

to 1988-89 to 1986-87

(ECO

Belgian 342.5 2.75 484.4 3 .08 886.0 4.37 60.84 12.26

Pr,Tn:e 271.3 2.17 375.2 2.38 432.0 2.13 26.19 6.50

FRC 733.2 5. 88 1061.2 6.74 1237.0 6 .10 29.89 13.79

Netherlands 225.8 L 81 282.5 L  79 404.0 L  99 33.76 5.25

UK XXXI 5.62 1033.4 6.56 1165.0 5.74 29L00 5.83

Canada U6-8 1.69 17tt 4 L 0 8 197.0 tt 97 2a  oo i a 6 8

USA 2331.7 18.72 2907.6 18.47 3736.0 1&41 26.58 14.65

Aistralia 146.1 L  17 181.1 L 15 266.0 L 3 1 34.93 8.00

Japan 1333.1 10.71 1614.9 10.26 2162.0 ia 6 5 27.35 ltt96

o s c

Irai 47.4 0. 38 1 3 & 6 0.88 89.0 a  44 ffeg -7.85

Iraq 18.4 a  15 17.3 a n 53.0 a  26 69.72 -5.78

MavBic 92.7 0. 74 105.7 0.67 155.0 0.76 29.31 5.87

Saudi Arabia 213.6 1.72 295.9 1. 88 326.0 L 61 23.54 14.82

Soviet HLock

SCR 87.7 0 .7 106.3 a  67 183.0 0.90 44.45 10.05

Romania 80.3 0.6 69 0.43 3 a o a  19 -31.21 M

USSR 1867.2 14.99 1971. 5 12. 52 2609.0 12.86 18.21 16.45

Total of above 8627.9 b9.8 10815 71.23 1393a 0 68.68 - -

Grand Total 12*52.4 100 1574L2 100 20295.0 icaoo 27.66 ia 4 2

incl. otters

Source: Gcwernnent Of India Economic Survey, 1989-90



On the o t h e r  h a n d , a s m a l l e r  p o r t i o n  o f  ou r e x p o r t  t r a d e  

(30 p e r  c e n t )  a p p e a r s  to be w i d e l y  d i v e r s i f i e d  a c r o s s  40 od d

c o u n t r i e s  as g i v e n  in A p p e n d i x  T a b l e  A. 2. E x p o r t  g r o w t h  of t h e s e

c o u n t r i e s  a r e  g i v e n  in t h e  last co l u m n .  T h e s e  e s t i m a t e s  we re

o b t a i n e d  from e x p o n e n t i a l  tr e nd  e q u a t i o n s  f i t t e d  to the e x p o r t

d a t a  at c u r r e n t  p r i c e s  in r u p e e  t e r m s  for the p e r i o d  1 9 7 4 - 7 5  to

1 9 8 6 - 8 7 .  F r o m  t h i s  c o l u m n ,  it is e a s y  to s e e  t h a t  t h e  e x p o r t  

g r o w t h  r a t e s  w e r e  c o n s i d e r a b l y  h i g h  and f a v o u r a b l e  ( b e t w e e n  10 

and 20 pe r c en t )  for as m a n y  as 14 c o u n t r i e s .  In m a n y  of t h e s e  

c o u n t r i e s  t h e r e  s e e m s  to be l a r g e  ex p o r t  p o t e n t i a l  for I n d i a n

p r o d u c t s .  T h e s e  c o u n t r i e s  are: A u s t r i a ,  C h i n a ,  D e n m a r k ,  GDR ,

G h a n a ,  H o n g  K o n g ,  N e p a l ,  S i n g a p o r e ,  S p a i n ,  Sri L a n k a  a n d  

S w i t z e r l a n d .  E x p o r t s  g r e w  at a rate l e s s  t h a n  10 per cen t per

a n n u m  in r e s p e c t  of 17 c o u n t r i e s ,  s t a g n a t e d  in the c a s e  of 17 

o t h e r  c o u n t r i e s ,  an d s h o w e d  e v e n  d o w n w a r d  t r e n d s  for 8 c o u n t r i e s .  

T h e s e  d e t a i l s  a r e  g i v e n  in A p p e n d i x  T a b l e  A. 2.

3. Exp ort D i v e r s i f i c a t i o n  and S t a b i l i t y

T h e  r e l a t i o n s h i p  b e t w e e n  e x p o r t  d i v e r s i f i c a t i o n  a n d  

s t a b i l i t y  o f  f o r e i g n  e x c h a n g e  e a r n i n g s  of  a c o u n t r y  h a s  s i n c e  

l o n g  r e c e i v e d  th e a t t e n t i o n  o f bo th  e m p i r i c a l  and t h e o r e t i c a l  

r e s e a r c h e r s .  C o n v e n t i o n a l  w i s d o m  s u g g e s t s  t h a t  c o m m o d i t y  

d i v e r s i f i c a t i o n  h e l p s  to i n s u r e  a g a i n s t  i n s t a b i l i t y  of e x p o r t  

e a r n i n g s .  C o n v e r s e l y ,  it w a s  h e l d  that c o u n t r i e s  w h o s e  e x p o r t s  

a r e  r e l a t i v e l y  c o n c e n t r a t e d  in a few c o m m o d i t i e s  e x p e r i e n c e  

i n s t a b i l i t y  in t h e i r  e x p o r t  gro wth - But, a n u m b e r  of e m p i r i c a l

s t u d i e s  c o n d u c t e d  on L D C  e x p o r t s  found no e v i d e n c e  to t h i s  view. 

On t h e  c o n t r a r y ,  t h e s e  s t u d i e s  r e v e a l e d  t h a t  l a c k  o f  e x p o r t  

d i v e r s i f i c a t i o n  d o e s  not c a u s e  i n s t a b i l i t y  in e x p o r t  g r o w t h  

m a i n l y  b e c a u s e  (a) c o u n t r i e s  h a v i n g  r e l a t i v e l y  h i g h  c o m m o d i t y
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c o n c e n t r a t i o n  in e x p o r t s  o f t e n  t e n d  to s p e c i a l i s e  on s u c h  

products whose export proceeds are relatively stable; (b) growth 

instability at the aggregate level of exports is partly due to a 

wide dispersion in the degree of instability of export proceeds 

of individual commodities and (c) export proceeds of individual 

c o m m o d i t i e s  often tend to move in ph a s e  (see the e m p i r i c a l  

stud i e s  by C o p p o c k  (1962), M i c h a e l y  (1962), M a s s e l l  (1964), 

Macbean (1966) and more recently, Macbean and Nguyen (1980) and 

Turner and Lambert (1981)).

Export concentration (^r d i v e r s i f i c a t i o n )  is m e a s u r e d  by 

what is known as Michaely index, which is given by 

rc
C t = ( I w 2 11 ) 1 / 2 (1)

X  — x

where wit = Xit/Xt and Xit is the value of i th commodity exported 

and Xt is the total v a l u e  of all commodities (i = l , 2,. . .,m) in 

period t. Alternatively, Ct may be i n t e r p r e t e d  as an index of 

geographical concentration in which case, Xit and Xt represent 

the value of exports to ith country and total exports in period t 

respectively. The value of 1-Ct provides a measure for the degree 

of export diversification in period t. It should, however, be 

distinguished that, this index is only a proxy for measuring the 

e f f e c t  of 'export d i v e r s i f i c a t i o n  effort' as o b s e r v e d  in the 

actual diversification that took place in exports, rather than a 

v a r i a b l e  that r e f l e c t s  the e x t e n t  of e f f o r t s  and s t r a t e g i e s  

initiated for diversifying exports.

T h e  i n d e x  of i n s t a b i l i t y  in export, g r o w t h  of an i t h 

commodity is measured by Ii, defined as variance of uit,

where Uit = (Xit - Xit)/Xit and Xit (2)

10



ie the trend value of exports of ith commodity in period 't'. In 

other words, the index of instability is given by the variance of 

the p e r c e n t a g e  d e v i a t i o n  of actual va l u e  of e x p orts from its 

tr e n d  value in p e r i o d  t. Similarly, the i n s t a b i l i t y  index of 

total export proceeds is computed using the same formula. It is 

important to note that Michaely index of concentration (ct ) and 

the index of instability (Ii) are mathematically related to each 

other, as derived by M a c b e a n  and Ngu y e n  (1980) and T u r n e r  and 

Lambert (1981)1 . This relationship was further examined by las 

and Pant (1986). In the Indian context, this index was used 

e a r l i e r  by W a d h v a  and Sha r m a  (1975) to e x a m i n e  the issue of 

export diversification and growth of engineering goods during the 

period 1951-75, while recently Das and Pant (1986) deployed it to 

i n v e s t i g a t e  e m p i r i c a l l y  the r e l a t i o n s h i p  b e t w e e n  c o m m o d i t y  

c o n c e n t r a t i o n  and g r o w t h  instability of India's exports at the 

one digit level of SITC codes for the two periods, 1950-51 to 

1966-67 and 1967-68 to 1980-81. In this study we have computed 

the export concentration (or diversification) indices at one-and 

t w o - d i g i t  levels of SITC codes of c o m m o d i t i e s  as well as by 

countries of destination for the period, 1974-75 to 1986-87. We 

have also calculated the index of instability of export earnings,

1. Denoting the variance of total export proceeds by I and the 

v a r i a n c e  of e x p o r t s  of ith c o m m o d i t y  by Ii, as given before 

Macbean and Nguyen (1980,p . 356) derived that

m

I 2 - S Wi 2 i i } and thus the Michaely's index 

i = 1 m

of concentration, given by C2 = 2 Wi2, is closely related to

i = l

the instability in total export earnings.
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p r o d u c t w i s e  a n d  c o u n t r y w i s e  f o r  t h e  s a m e  p e r i o d .  B e f o r e  we 

c o n s i d e r  the e s t i m a t e d  r e s u l t s  o f  d i v e r s i f i c a t i o n  i n d i c e s ,  it m a y  

be c o n v e n i e n t  to e x a m i n e  t h e  e x p o r t  p e r f o r m a n c e  o f  p r i n c i p a l  

c o m m o d i t i e s  t h a t  c o m p r i s e d  o v e r  70 p e r  c e n t  of t o t a l  e x p o r t s  

d u r i n g  t h e  s a m e  p e r i o d ,  T h i s  m a y  p r o v i d e  i n s i g h t s  i n t o  t h e  

f u t u r e  p e r s p e c t i v e s  for e x p o r t s .

T a b l e  4 s h o w s  tha t t h e r e  h a v e  be en  o n l y  17 c o m m o d i t y  g r o u p s  

at the S I T C  tw o d i g i t  l e v e l  w h i c h  a c c o u n t e d  for o v e r  78 pe r  cent  

o f  t o t a l  e x p o r t  t r a d e  in t h i s  p e r i o d .  In 1 9 7 4 - 7 5  a n d  1 9 8 0 - 8 1  

t h e i r  total e xpo rt  s h a r e w a s  as h i g h  as 85 per c e n t ,  w h e r e a s  it 

d e c l i n e d  to 78 per ce nt  in 1986-87. C o m p a r i n g  t h e i r  t o t a l  s h a r e  

in 1 9 7 4 - 7 5  a n d  1 9 8 6 - 8 7 ,  it a p p e a r s  t h a t  t h e r e  h a s  b e e n  s o m e  

d i v e r s i f i c a t i o n  to o t h e r  c o m m o d i t y  g r o u p s  d u r i n g  t h i s  p e r i o d . I t  

a l s o  r e v e a l s  that e x p o r t  i n s t a b i l i t i e s  a re  n o t i c e a b l e  in some 

e n g i n e e r i n g  go ods. E x p o r t s  of n o n - f e r r o u s  m e t a l s  ( S I T C  67) and 

i r o n  and s t e e l  (SITC 68) e x p e r i e n c e d  a d e c l i n e  and a l s o  h a v e  

h i g h  r a n k s  of i n s t a b i l i t y  by as m u c h  as 28 and 44 r e s p e c t i v e l y .  

H i g h e r  r a n k s  i n d i c a t e  t ha t e x p o r t  e a r n i n g s  from t h e s e  g r o u p s  w e r e  

h i g h l y  u n s t a b l e  d u r i n g  the p e r i o d  in q u e s t i o n .  S i m i l a r l y ,  e x p o r t s  

o f  m a n u f a c t u r e s  of  m e t a l  (S ITC  69) s t a g n a t e d  w i t h  t h e i r  ex p o r t  

s h a r e s  f a l l i n g  d u r i n g  t h e  p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7 .  T h u s ,  

d i v e r s i f i c a t i o n  m i g h t  h a v e  t a k e n  p l a c e  by a s h i f t  f r o m  t h e s e  

g r o u p s  to o t h e r  p r o d u c t s  s uc h  as e l e c t r i c a l  m a c h i n e r y ,  a p p l i a n c e s  

and p a r t s  (SITC 77) w h i c h  h a v e  m o r e  s t a b l e  e x p o r t  e a r n i n g s  (see 

A p p e n d i x  T a b l e  A. 3 ) ■
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Tahle 4

Export Shares, Grouch Races And Export Stability Of Principal Ccmodltles tf SETC cades, 1974-75 To 1966-47

SCTC Carnalities Export Shares (Bercmt) Arerage Groich Saak Of

code Rates 1974-75 Export

1974-75 198HJL 1906-87 To 1985-67 

(Z)

Stability*

L 2 3 4 5 6 7

65 t e x t i l e s  y a r n , f a b r i c s  ,made-up a r t i c l e d  r e l a t e d  p r o d u c ts 18.71 15.20 11.31 7.36 1

07 c o f f e e  .t e a ,  c o c o a  ..spicea&iwnu- ia  25 11.20 9.26 9.39 9

06 s u g a r .s u g a r  p r e p a r a t io n s  Sh o n ey 10.21 9.63 a  16 -17. 62 43

28 □ e t a l l i  fe r r o u s  o r e s &  m etal s c r a p 5.93 5.13 4.91 9.30 2

61 l e a t h e r ,L e a t h e r  m a n u ,n .e .s .& d r e s s e d  f u r s k i n s 4.35 5l 02 5.87 1L 97 8

* a r t i c l e s  o f  a p p a r e l & c l o t h i n g  a :c e s s o r i e s 4 16 8.43 11.2 iaoo 6

05 v e g e t a b l e s  &  f r u i t s 4.09 3.27 4.21 1L 57 4

66 non- metal 1 ic  m in e r a l  m a n u fa c tu r e s 3.72 9.63 16. 36 21. 53 16

29 c r u d e  anJm alSiveg. m a t e r ia ls 3.51 Z 23 L73 7.48 7

08 fe e d in g  s t u f f  f o r  a n im a ls 3. 11 2.27 1.81 3.43 14

71 pow er  g e n e r a t i n g  a a c h .& e q u i p . 2.75 1.12 a  67 -1.48
*

17

68 no n - fer r o u s  m e t a ls 2 . 72 a  23 a  19 -6. 4 9 44

67 ir o n &  s t e e l 2 . 6 6 L  04 a  45 - 1 0 .7 8 2 8

12 to b a c c o & t o b a c c o  m a n u fa c tu r e s 2 .4 1 2 . 1 0 1.49 7 . 9 8 12

69 m a n u f a c t u r e s  o f  m e t a l 2 . 0 8 2 . 7 7 1 .3 3 5 . 9 0 19

0 3 f i s h  c r u s t a c e a n s .m o l l u s e s  ^ p r e p a r a t io n s 1 .9 5 3 . 17 4 . 2 5 14.63 11

89 m is c . m am -  a r t i c l e s 1. 95 2 .8 3 2. 76 10.07 36

T o t a l  S h a r e 85  8 5  7 8



F o r  e x a m p l e  R a n k  1 for t e x t i l e s  g r o u p  ( S I T C  65) i m p l i e s  that e x p o r t  

e a r n i n g s  fr om  t h i s  g r o u p  s h o w e d  h i g h e s t  s t a b i l i t y  a m o n g  all g r o u p s  

c o n s i d e r e d  - For ra n k s of o t h e r  g r o u p s ,  see T a b l e  A. 3.

For e x a m i n i n g  the e x p o r t  g r o w t h  and s t a b i l i t y  s i m u l t a n e o u s l y  

ail the c o m m o d i t y  g r o u p s  (at the S I T C - 2  d i g i t  le vel) we re a r r a n g e d  

by t h e i r  g r o w t h  r a t e s  and the d e g r e e  of s t a b i l i t y  d u r i n g  the 

o v e r a l l  p e r i o d ,  1 9 7 4 - 7 5  to 1986-87. As c a n  be seen from T a b l e  5 

and A p p e n d i x  T a b l e  A. 4 , t h e r e  h a v e  b e e n  o n l y  a few c o n m o d i t y  g r o u p s  

(about 10 in n u m b e r )  w h i c h  e x h i b i t e d  h i g h l y  s t a b l e  g r o w t h  r a t e s  up 

to 20 p e r c e n t  a y e a r  on the a v e r a g e  d u r i n g  the p e r i o d  in q u e s t i o n .  

Fiv e of t h e s e  g r o u p s ,  n a m e l y ,  v e g e t a b l e s  a nd fr ui ts  ( S I T C - 0 5 ) ;  

c r u d e  f e r t i l i z e r s  a n d  m i n e r a l s  ( S I T C - 2 7 ) ;  d y e i n g ,  t a n n i n g  a n d  

c o l o u r i n g  m a t e r i a l s  (53), l e a t h e r  & l e a t h e r  m a n u f a c t u r e s  (61); and 

a r t i c l e s  of a p p a r e l  & c l o t h i n g  a c c e s s o r i e s  ( 8 4) , h a v e  s h o w e d  

g r o w t h  r a t e s  r a n g i n g  b e t w e e n  10 a n d  20 p e r c e n t  a y e a r  o n  an 

average. T h e i r  to tal  e x p o r t  s h a r e  a l so  i n c r e a s e d  from over 16 

p e r c e n t  per a n n u m  d u r i n g  p e r i o d ,  1 9 7 4 - 7 5  to 1 9 80 -8 1 to abo ut  19 

p e r c e n t  per a n n u m  d u r i n g  the l a t e r  p e r i o d ,  1 9 8 1 - 8 2  to 198 6- 87 . In 

c o n t r a s t  t h e  o t h e r  f i v e  g r o u p s  d o m i n a t e d  by t r a d i t i o n a l  

c a t e g o r i e s  n a m e l y ,  c o f f e e ,  tea , c o c o a  a n d  s p i c e s  ( S I T C - 0 7 ) ;  

m e t a l l i f e r r o u s  o r e s  a m e ta l s c r a p  (28); c r u d e  a n i m a l  & v e g e t a b l e  

m a t e r i a l s  ( 2 9 ) ;  t e x t i l e  y a r n ,  f a b r i c s  a n d  m a d e - u p s  (65) a n d  

e l e c t r i c a l  m a c h i n e r y  and a p p l i a n c e s  (77) h a v e  shown h i g h l y  s t a b l e ,  

but l o w e r  g r o w t h  r a t e s ,  b e l o w  10 p e r c e n t  a yea r on an a v e r a g e . 

T h e i r  c o m b i n e d  s h a r e  in the to t a l  v a l u e  of e x p o r t s  d e c l i n e d  from 

3 5 . 4  p e r c e n t  a y ea r  in the e a r l i e r  p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 0 - 8 1  to 

28. 7 p e r c e n t  a y ea r  in the l a t e r  p e r i o d ,  1981 -82 to 1 986 -87. As 

c a n  be s e e n  f r o m  T a b l e  5, a few c o m m o d i t y  g r o u p s ,  h o w e v e r ,  

e x p e r i e n c e d  s t a b l e  a n d  h i g h e r  g r o w t h  r a t e s  b e t w e e n  20 a n d  40  

p e r c e n t  a ye a r  w i t h  t h e i r  s h ar e i n c r e a s e d  in the r ec ent  period. 

T h e s e  g r o u p s  w e r e :  n o n - m e t a l l i c  m i n e r a l  m a n u f a c t u r e s  ( g e m s  &



j e w e l l e r y ,  h a n d i c r a f t s ( S I T C - 6 6 )and m e d i c i n a l  and p h a r m a c e u t i c a l  

p r o d u c t s ( 5 4 )  w h o s e  c o m b i n e d  s h a r e  in to t a l  e x p o r t s  h a s  g o n e  up from 

9 to 14 p e r c e n t  in the r e c e n t  p e r i o d ,  19 81-87.

As a g a i n s t  t h i s ,  m a n y  c o m m o d i t i e s  s u f f e r e d  g r o w t h  f l u c t u a t i o n s  

and sh o w e d  i n s t a b i l i t y  in t h e i r  g r o w t h  t r e n d s .  It m a y  be a m a t t e r  

of  s e r i o u s  c o n c e r n  for p o l i c y  m a k e r s  b e c a u s e  t h e i r  ex po rt  s h a r e  in 

total h a s  a l s o  b e e n  c o n s i d e r a b l e  a r o u n d  26 p e r c e n t  (see the two 

c a t e g o r i e s ,  n a m e l y ,  ' l es s s t a b l e '  an d  ' h i g h l y  u n s t a b l e ' a t  the end 

of T a b l e  5). A m a j o r i t y  of t h e m  b e l o n g  to the e n g i n e e r i n g  i n d u s t r y ,  

r u b b e r  i n d u s t r y ,  p l a s t i c s ,  p a p e r  a n d  t e x t i l e  f i b r e s  i n d u s t r i e s .  It 

thus a p p e a r s ,  in the o v e r a l l ,  t h a t  I n d i a ' s  e x p o r t  c o m p o s i t i o n  is 

s k e w e d  in f a v o u r  o f  l a b o u r  i n t e n s i v e  p r i m a r y  c o m m o d i t i e s ,  but w i t h  

th eir  s h ar e in t o t a l  d e c l i n i n g  o v er  time. E x p o r t s  of  m a n u f a c t u r e s  

o t h e r  t h a n  t h o s e  b e l o n g i n g  to th e e n g i n e e r i n g  i n d u s t r y  and c e r t a i n  

c h e m i c a l s  an d p l a s t i c s  etc- s e e m  to be g a i n i n g  g r e a t e r  s h ar e and 

s t a b i l i t y  in t he  r e c e n t  period. It is t h e r e f o r e  p r u d e n t  and  u r g e n t  

to r e ve rs e t h e s e  t r e n d s  by i d e n t i f y i n g  f a c t o r s  c a u s i n g  i n s t a b i l i t y  

in e x p o r t s  o f  e n g i n e e r i n g  p r o d u c t s  a n d  o t h e r s  a n d  by a d o p t i n g  

s u i t a b l e  r e m e d i a l  m e a s u r e s -

It is c o n c e i v a b l e  that an e x p o r t e r  t e n d s  to d i v e r s i f y  w h e n e v e r  

he r e c e i v e s  some  s i g n a l s  o f  i n s t a b i l i t y  o f  e x p o r t  e a r n i n g s  fro m the 

o n - g o i n g  e x p o r t  a c t i v i t y .  Also,  a b o o m  in the w o r l d  m a r k e t  for a 

c o m m o d i t y  m a y  i n d u c e  n e w  e n t r e p r e n e u r s  e n t e r  e x p o r t  b u s i n e s s  w h i l e  

it i n f l u e n c e s  t h o s e  a l r e a d y  e x p o r t i n g  l e s s  l u c r a t i v e  i t e m s  to 

d i v e r s i f y  t h e i r  e f f o r t s  into t h a t  c o m m o d i t y  for w h i c h  t h e r e  is 

i n c r e a s e d  d e m a n d .  F o r  e x a m p l e ,  c o n s i d e r  the w o r l d  m a r k e t  b o o m  for 

r e a d y - m a d e  g a r m e n t s  ( S I T C  84) in t h e  p r e - 1 9 7 0 s  to w h i c h  I n d i a  

r e s p o n d e d  r a t h e r  l a t e  in the 1970s- T h u s ,  t he  e x p o r t  s h a r e  o f  th is  

g r o u p  a c c e l e r a t e d  f r o m  4 per ce nt  in 1 9 7 4 - 7 5  to ov er  11.2 per ce nt



T a b le  5

Export  G r o w t h . S t a b i l i t y  and S h a r e s ,
1974-^5  to 1986-87

(P e r c e n t )

Av erage  
Growt n 
Rate  s 
d u r 1 ng 
1974  to 87 
(R a n g e s )

Degree  o f  
S t a b i l i t y

A v erag e  Share  o f  
in T o ta l  Export

P e r io d  I 
1974- 81

Commodity Groups  
s d u r in g

P erio d  r r -  —  
1981- 87

Neg. - 0
H i g h l y  S t a b l e * Ni 1 Ni 1
S t a b l e 1. 73 0. 81
Less  S t a b l e 0. 17 0. 17
H i g h l y  U n s t a b l e 10. 39 1.58

0 - 1 0
H i g h l y  S t a b l e 3 5 - 43 28. 72
S t a b l e 10. 68 8. 08
Le ss  S t a b l e 1. 85 1. 21
H i g h l y  U n s t a b l e 1.33 0. 71

10 - 20
H i g h l y  S t a b l e 16. 74 18. 97
S t a b l e 3.25 3.78
L e s s  S t a b l e 8. 34 6. 23
H i g h l y  U n s t a b l e 1. 42 1. 41

20 - 40
H i g h l y  S t a b l e Nil Ni 1
S t a b l e 9. 03 13. 92
L e s s  S t a b l e 2. 89 4. 64
H i g h l y  U n s t a b l e 0. 06 0. 1 9

Above 4 0
H i g h l y  S t a b l e Nil Nil
S t a b l e Nil Nil
Less  S t a b l e Nil Ni 1
H i g h l y  U n s t a b l e 0. 36 9. 64

A ll  Groups
Above * * H ig h l y  S ta b le 5 2 . 17 4 7 . 69

S t a b le 24 . 69 26 . 59
Less  S ta b le 13. 25 12. 25
H ig h ly  U n stab le 13 . 20 13. 53

Tot al 1 0 3 . 31 100 . 06

Note: * C o m m o d i t i e s  w e r e  c l a s s i f i e d  " H i g h l y  S t a b l e "  if t h e i r  rank
of  s t a b i l i t y  r a n g e d  b e t w e e n  1 and LO, " S t a b l e " i f  t h e i r  
r a n k  r a n g e d  b e t w e e n  11 an d  20, "L e ss  S t a b l e "  if r a n g e d  
b e t w e e n  21 a n d  4 0 , a n d  " H i g h l y  U n s t a b l e " i f  t h e i r  r a n k  
r a n g e d  a b o v e  40. For d e t a i l s  of  the S t a b i l i t y  i n de x use d,  
r e f e r  to the text. For list of c o m m o d i t i e s ,  see A p p e n d i x
A. 3.

** T h e  e x p o r t  s h a r e s  of c o m m o d i t y  g r o u p s  need not add up 
to 100 as they are a n n u a l  a v e r a g e s  over time.
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in 1 9 8 6 - 8 7  w i t h  a n  a v e r a g e  a n n u a l  g r o w t h  r a t e  o f  18 p e r  c e n t  

d u r i n g  t h i s  pe rio d.  T h i s  g r o w t h  p e r f o r m a n c e  w a s  a c h i e v e d  d e s p i t e  

u n c e r t a i n t i e s  in w o r l d  d e m a n d  f o r  t e x t i l e  p r o d u c t s  o w i n g  to 

q u a n t i t a t i v e  r e s t r i c t i o n s  that h a v e  b e e n  in o p e r a t i o n  u n d e r  a e g i s  

o f the M u l t i f i b r e  A r r a n g e m e n t  ( M F A ) ,  g o v e r n e d  by GATT. V a r i o u s  

s t u d i e s  w e r e  c o n d u c t e d  in t h i s  a r e a  p a r t i c u l a r l y  w i t h  r e g a r d  to 

I n d i a ' s  e x p o r t s  o f  t e x t i l e s  a n d  c l o t h i n g  ( s e e ,  W a d h v a  ( 1 9 8 5 ) ,  

K e e s i n g  and W o l f  (1981)). It wa s fo u nd  that  q u o t a  r e s t r i c t i o n s  

c a u s e  d i s t o r t i o n s  in free tr ad e,  l i m i t i n g  p r i c e  c o m p e t i t i o n  a m o n g  

e x p o r t i n g  c o u n t r i e s  w i t h i n  t h e i r  q u o t a  lev els . One a d v a n t a g e  of M F A  

e n v i s a g e d  for I n d i a  o r a n y  o t h e r  s m a l l  e x p o r t i n g  c o u n t r y  is that

d e m a n d  for it s e x p o r t s  is e n s u r e d  to t h e  e x t e n t  of l i m i t s

p r e s c r i b e d  by i m p o r t i n g  c o u n t r i e s .  It is a l s o  w o r t h  n o t i n g  that

q u o t a  r e s t r i c t i o n s  c r e a t e  a t e n d e n c y  on the part of  e x p o r t e r  to 

i n c r e a s e  t h e  p r i c e  of  t h e  c o m m o d i t y .  T h i s  is m a i n l y  d u e  to

s c a r c i t y  p r e m i a  that a r i s e  in the t r a d i n g  of q u o t a s  for e x p o r t s  of 

t h a t  c o m m o d i t y  ( s e e  N a r a y a n a  ( 1 9 8 5 ) ) .  T h i s  in t u r n  h e l p s  to 

i n c r e a s e  e x p o r t  r ev en ue.  H o w e v e r ,  to t i d e  o v e r  p r o b l e m s  o f  m a r k e t  

d e m a n d  in q u o t a  c o u n t r i e s  t h e  p o l i c y  to p r o m o t e  e x p o r t  

d i v e r s i f i c a t i o n  to i m p o r t a n t  n o n - q u o t a  c o u n t r i e s ,  v i z ., J a pa n,  the 

USSR. etc. , s h o u l d  p a y  of f  in the lo ng  run and it w o u l d  s u s t a i n  the 

h i g h  g r o w t h  rat e a c h i e v e d  so far by t h i s  c o m m o d i t y  g r o u p  (See for 

i n s t a n c e  I n d i r a  R a j a r a m a n  (1 99 0) ).

To u n d e r s t a n d  the e x t e n t  o f  g e o g r a p h i c a l  d i v e r s i f i c a t i o n  of 

e x p o r t s ,  T a b l e  3 s e t s  out d e t a i l s  o f  e x p o r t  s h a r e s  of p r i n c i p a l  

c o u n t r i e s  t h a t  h a v e  a c c o u n t e d  for a b o u t  70 per c e n t  o f I n d i a ' s  

ex p or ts . T h e  c o r r e s p o n d i n g  a v e r a g e  g r o w t h  r a t e s  of e x p o r t s  are also 

p r o v i d e d  f o r  t h e s e  c o u n t r i e s  d u r i n g  t h e  p e r i o d ,  1 9 7 4 - 7 5  to 

1 9 8 6 - 8 7 .  R a n k s  of  e x p o r t  i n s t a b i l i t y  w e r e  c o m p u t e d  for a ll  

c o u n t r i e s  (56) to w h i c h  I n d i a  e x p o r t e d  d u r i n g  thi s p e r i o d  and are 

g i v e n  in A p p e n d i x  T a b l e  A. 5.
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As ca n  be s ee n in T a b l e  6, 29 out o f  56 c o u n t r i e s  a c c o u n t e d

for a b u l k  o f  o u r  e x p o r t s  (85 p e r  c e n t  in 1 9 7 4 - 7 5  a n d  1 9 8 6- 8 7 ) .  

Most  i m p o r t a n t  o f  t h e m  h a v e  b e e n  the USSR , t he  USA, J a p a n  and the 

U K  w h i c h  a c c o u n t e d  for a b o u t  h a l f  of I n d i a ' s  t o t a l  e x p o r t s  in 

1988-89. Of t h e s e  four, e x p o r t s  to the U S SR  g r e w  m o r e  r a p i d l y  at an 

a v e r a g e  ra t e of 1 6 . 5  per c e n t  a y e a r  t h a n  t he  U S A  a nd  J a p a n  w h i c h  

a l s o  r e g i s t e r e d  a h i g h  g r o w t h  r a t e  o f  1 4 . 6  a n d  LI p e r  c e n t  

r e s p e c t i v e l y ,  w h i l e  e x p o r t s  to the U K  g r e w  s l o w e r  at 5.8 per c e nt  

d u r i n g  the sa me  p e r i o d ,  1 9 74 - 75  to 1986-87. F u r t h e r m o r e ,  g r o w t h  of 

e x p o r t s  to t h e s e  fo ur  c o u n t r i e s  h a s  b e e n  r e l a t i v e l y  sta ble .

W h i l e  o n l y  fou r c o u n t r i e s  a c c o u n t e d  for m o r e  than h a l f  o f  the 

I n d i a ' s  to tal  e x p o r t s ,  the r e m a i n i n g  h a l f  w a s  d i v e r s i f i e d  a c r o s s  51 

odd c o u n t r i e s  in 19 86-87. G r o w t h  r a t e s  of e x p o r t s  to six c o u n t r i e s  

w e r e  found to be r e l a t i v e l y  h i g h  a nd s t a b l e  ( r a n k  l e s s  t h a n  or 

e q u a l  to 10) viz.,  F e d e r a l  R e p u b l i c  of G e r m a n y ,  A u s t r a l i a ,  N e p a l ,  

S i n g a p o r e ,  G e r m a n  D e m o c r a t i c  R e p u b l i c  a nd  M a l a y s i a .  T h e  e x p o r t  

s h a r e  of t h e s e  six  c o u n t r i e s  a d d s  up to 13 p e r  c e n t  in 1986-87. 

Th u s ,  it is fo u n d  t h a t  o v e r  63 pe r c e n t  o f  I n d i a ' s  total  e x p o r t s  

is a c c o u n t e d  for o n l y  by 10 c o u n t r i e s ,  w i t h  r e l a t i v e l y  s t a b l e  and 

hi gh  g r o w t h  r a t e s  d u r i n g  the p e r i o d  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7 .

The t r o u b l e s o m e  s p o t s  s e e m  to lie w i t h  t h o s e  c o u n t r i e s  w h e r e  

I n d i a ' s  e x p o r t s  s t a g n a t e d  or e v e n  d e c l i n e d ,  s h o w i n g  g r e a t e r  

i n s t a b i l i t y  o f  e x p o r t  e a r n i n g s  d u r i n g  t h i s  p e r i o d .  T h e  f i n d i n g  of 

t h i s  s t u d y  s h o w s  t h a t  s o m e  of t h e s e  w e re : Iran , Iraq, S a u d i  A r a b i a ,  

N i g e r i a  an d I n d o n e s i a .  U n d e r s t a n d a b l y ,  th e e x p o r t  d e m a n d  for I n d i a n  

p r o d u c t s  f l u c t u a t e d  in a l m o s t  all t h e s e  c o u n t r i e s  p a r t l y  d u e  to 

u n f a v o u r a b l e  p o l i t i c a l  e n v i r o n m e n t  p r e v a i l i n g  in s o m e  o f  t h e m  

(viz. , Iran, I r a q  a n d  N i g e r i a ) ,  w h i c h  r e s u l t e d  in e x p o r t  l o s s e s ,  

l a r g e l y  fr om  the d i s c o n t i n u a t i o n  o f  j o i n t  v e n t u r e s  a nd  t u r n k e y
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Tahle 6

Export Shares, Growth Rates And Export Stability of Principal Qxntries, 1974-75 to 1906-B7

(Percent)

Sr. COUNIRIES Export Shares In Total Average Rank Of

to. Growth Rates: Export

1974-75 1900-81 1906-67 1974-75 to 

1906-87

Stability

1 2 3 4 5 6

1 USSR 12.66 ia27 15.51 16.45 5

2 USA 11-24 11.08 19. 36 14.65 iim

3 UK 9.36 5.88 5.81 5.80 9
4 Japan 8.90 a 91 11.08 10.96 1

5 Iran 6.45 1.84 a  39 -7.85 20

6 Federal Republic of Germany 3. 18 5.73 6. 09 13.79 10

7 France 2.57 2.19 2.24 6.50 12
8 Poland 2.31 1.03 1.01 a 4i 23

9 Iraq 2.16 a  77 0.15 -5.80 29
10 Netherlands 2- 15 2. 27 1.87 5. 25 19

11 Sudan 2.00 a  58 a  07 -1L31 26
L2 Australia 1. 84 1.37 1.21 &00 4
13 Czechoslovakia 1.81 0.82 a 6i 4.49 17
14 Belgiua 1.58 2. 15 2. BA 12.26 27

15 Egypt Arab Republic 1.58 1.28 a  67 3.20 13
16 Italy 1. 57 2- 26 2.58 10.89 14
17 Indonesia 1.53 0.77 0.19 -7.69 36
18 Canada 1.32 0.93 1. 14 10.68 11
19 Nepal 1.27 1.16 0.86 9. 57 8
20 Bangladedi 1. 27 1. 12 1.36 7. 45 25
21 Kuwait 1.15 1.45 0.77 5.87 24
22 Singapore 1. 11 1.62 1.79 15.09 6
23 Saudi Arabia 1.07 2.46 1.78 14. 82 18
24 German Danocratic Republic 1. 04 a  73 0. 73 10.05 7
25 Malaysia 0.88 0. 76 0. 71 9. U 3
26 Hongkong 0.84 2. 11 3.40 18.81 16
27 Srilanka 0.81 1.20 0.72 10.93 33
28 Nigeria 0.66 0.80 0. 28 2. 38 38
29 tow Zealand 0.62 0.28 0.17 2.00 22

Total Share 84.% 81.81 85.41

tote : * For example, Rank 1 for Japan implies that exports to Japan have shown highest
stability among 56 countries considered. For details of ranks of other Gouitries see 
Tahle A. 5.



p r o j e c t s  d u r i n g  the e a r l y  1980 s E x p o r t s  to B e l g i u m ,  N e t h e r l a n d s  

and New Z e a l a n d  we re also f o un d f l u c t u a t i n g  as t h e y  s h o w e d  h i g h e r  

i n s t a b i l i t y  in e x p o r t  e a r n i n g s  in the same pe r io d-  It thus  a p p e a r s  

n e c e s s a r y  to r e v e r s e  t h e s e  d e c l i n i n g  t r e n d s  w h i c h  s e e m  p o s s i b l e  

o n l y  by c o n c e r t e d  g o v e r n m e n t a l  e f f o r t s  viz.  by a d o p t i n g  s u i t a b l e  

b i l a t e r a l  t r e a t i e s  w i t h  t h e m  a n d  by p r o m o t i n g  t r a d e  f a i r s  a n d  

b u y e r - s e l l e r  m e e t s  t a r g e t t e d  at th e s e  c o u n t r i e s .

Yet a n o t h e r  d i s q u i e t i n g  f e a t u r e  is that, e x c e p t  for the U S S R ,  

e x p o r t  s h a r e s  o f  t h e  S o v i e t  b l o c  c o u n t r i e s  w e r e  f o u n d  to be 

d e c l i n i n g  o v e r  time. For i n s t a n c e  for P o l a n d ,  t he  e x p o r t  s h a r e  in 

to t a l  d e c l i n e d  from 2.31 per c e n t  in 1 9 74 -7 5 to 0 . 5 7  p e r  c e n t  in

1 9 8 5 - 8 6 ,  for C z e c h o s l o v a k i a  f r o m  1.81 to 0 . 6 4  per c e n t  and for 

o t h e r  c o u n t r i e s  in thi s g r o u p  the e x p o r t  s h a r e s  w e r e  m u c h  s m a l l e r .

To a s s e s s  th e d e g r e e  of e x p o r t  d i v e r s i f i c a t i o n ,  we h a v e  a l s o  

c o m p u t e d  d i v e r s i f i c a t i o n  i n d i c e s  by u s i n g  the M i c h a e l y  i n d e x  as 

g i v e n  e a r l i e r .  T h e s e  ar e g i v e n  in T a b l e  7 for p r o d u c t s  w i t h  S I T C  

c o d e s  b o t h  at 1 a n d  2 d i g i t  l e v e l s  a n d  a l s o  b y  c o u n t r y  o f  

d e s t i n a t i o n  for the  p e r i o d  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7 .  As m e n t i o n e d  

e a r l i e r ,  Das and Pant ( 1 987 ) a l s o  w o r k e d  out c oraa od i t y-w i se i n d i c e s  

for the p e r i o d  1 9 5 7 - 8 0  at a m o r e  a g g r e g a t e d  l e v e l  o f  o ne  d i g i t  S I T C  

c odes- C o m p a r i n g  the r e s p e c t i v e  i n d i c e s  at d i f f e r e n t  l e v e l s  of 

c o m m o d i t y  a g g r e g a t i o n  for the r e l e v a n t  y ea rs , o n e  c a n  n o t i c e  that 

the i n d i c e s  c o m p u t e d  at o ne d i g i t  lev el  are s m a l l e r  in m a g n i t u d e  

t h a n  at t w o  d i g i t  l ev el , m o s t l y  du e to h i g h e r  l e v e l  of a g g r e g a t i o n  

c o n s i d e r e d .  But m o r e  i m p o r t a n t l y ,  a s  s h o w n  in T a b l e /  8, t h e  

d i v e r s i f i c a t i o n  i n d i c e s  c o m p u t e d  at h i g h e r  l e v e l  of  a g g r e g a t i o n  

( o n e  d i g i t  S I T C  c o d e ) r e v e a 1 ed a s i g n i f i c a n t  p o s i t i v e  time  t r e n d  

over  t he  l o n g  p e r i o d ,1 9 5 7 - 8 0 .  H o w e v e r , i f  we c o n s i d e r  d i f f e r e n t  

s u b - p e r i o d s  s u c h  as u p t o  19 66  ( b e f o r e  the r u p e e  d e v a l u a t i o n  and

2 Q



a f t e r ) , n o  s i g n i f i c a n t  t re nd w a s  found in d i v e r s i f i c a t i o n  d u r i n g  the 

i n i t i a l  p e r i o d  1 9 5 7 - 6 6 ,  w h e r e a s  in the l a t e r  p e r i o d ,  1 9 6 7 - 8 0 ,  the 

i n d i c e s  s h o w e d  a s i g n i f i c a n t  p o s i t i v e  trend. T h u s ,  b a s e d  on t h e i r  

c a l c u l a t i o n  o n e  m a y  c o n c l u d e  that t h e r e  w a s  s t a t i s t i c a l  e v i d e n c e

for an i n c r e a s e  in c o m m o d i t y  d i v e r s i f i c a t i o n  d u r i n g  the 

p o s t - d e v a l u a t i o n  p e r io d,  19 67 -80 . C o n s i d e r i n g  the p e r i o d  1 9 7 4 - 7 5  to 

1986 -87, we h a v e  al so  found that th e r e  ha s b e e n  a p o s i t i v e  time

t r e n d  in c o m m o d i t y  d i v e r s i f i c a t i o n  o n l y  at o n e - d i g i t  l e v e l ;  

h o w e v e r  it is n o t  s i g n i f i c a n t  A l s o  no s i g n i f i c a n t  t r e n d  w a s  

n o t i c e d  in th e c o u n t r y  d i v e r s i f i c a t i o n  of o u r  e x p o r t s ,  i n s p i t e  of 

v a r i o u s  p r o m o t i o n a l  m e a s u r e s  and b i l a t e r a l  a g r e e m e n t s  that w e r e

u n d e r t a k e n  by the G o v e r n m e n t  w i t h  a host o f  c o u n t r i e s  in t he  last

d e c a d e .  It t h e r e f o r e  i n d i c a t e s  that  m u c h  r e m a i n s  to be d o n e  to 

p r o m o t e  o ur  e x p o r t  d i v e r s i f i c a t i o n  w h i c h  m a y  a c c e l e r a t e  g r o w t h  in 

the 1 ong run
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Table 7

Export Diversification Indices, 1974-75 to 1986-87

rear Index of Camnodity Index of Country

Diversification * Diversification *

(ID ) (ID)

at 2 -digit at 1-digit

SITC Level SITC Level

1974-75 72. 85 50.30 76. 22

1975-76 74. 65 50. 37 75. 56

1976-77 75. 28 49. 14 79. 30

1977-78 70. 76 47. 39 76. 07

1978-79 71. 81 46. 14 77. 29

1979-80 71. 72 47. 84 76. 96

1980-81 74. 25 52. 90 74. 31

1981-82 75. 68 54. 43 75. 76

1982-83 74. 27 57. 17 78. 21

1983-84 72. 55 56. 53 76. 89

1984-85 72. 42 5 6- 50 74. 21

1985-86 73. 35 54. 14 70. 64

1986-87 72. 58 52. 65 67. 71

Note:Computed by using the formula given in Section 3 

of the text



4. A Foreign Trade Model for India

India 's  Exchange Kate Movements and Foreign Trade

We first c o n s i d e r  the m o v e m e n t  of ke y v a r i a b l e s ,  n a m e l y ,  the 

r u p e e  e x c h a n g e  r a t e  v is - a - v is  the US d o l l a r  and I n d i a ' s  t r a d e  

b a l a n c e  d u r i n g  the 1980s (see T a b l e s  9 an'd 10). The t r a d e  b a l a n c e  

is shown  in d o l l a r  c u r r e n c y  in T a b l e  10. It h a s  a l w a y s  b e e n  in 

d e f i c i t  t h r o u g h o u t  the 1980s- It d e c l i n e d  from US $ 754 6 m i l l i o n  

in 1 9 8 0 - 8 1  to US $ 5653 m i l l i o n  in 1 9 8 4 - 8 5  and t h e n  s u d d e n l y  shot 

up to the all t i m e  p e a k  l e v e l  of US $ 7 83 5 m i l l i o n  in 1985-86.

The spurt  in d e f i c i t  c a n  be a t t r i b u t e d  to the im p o r t  l i b e r a l i s a t i o n  

p o l i c y  i n i t i a t e d  in that y e a r  L a t e r  on, the d e f i c i t  g r a d u a l l y  

‘d e c l i n e d  to US $ 5129 m i l l i o n  in 19 88 -89 .

The ru p e e  d e p r e c i a t i o n  w a s  f a s t e r  d u r i n g  the first h a l f  o f  the 

1 980s th an  in th e l a t t e r  half. It t h u s  i n c r e a s e d  fr om  7. 908 in

1 9 8 0 - 8 1  to 1 1 . 8 8 9  in 1 9 8 4 - 8 5  w h i c h  w o r k s  out to o v e r  50 p er  ce nt

d e p r e c i a t i o n  in 5 y e a r s ,  or say, 10 per c e n t  a y e a r  on an a v e r a g e .  

The  g r a d u a l  i m p r o v e m e n t  in t r a d e  d e f i c i t  d u r i n g  the first h a l f  o f  

the 198 0s  m i g h t  h a v e  r e s u l t e d  from t he d e p r e c i a t i o n  of  the r u p e e  in 

t h i s  period. B e t w e e n  1 9 8 5 - 8 6  and 1 9 8 8 - 8 9 ,  it s l o w l y  i n c r e a s e d  fro m

12. 235 to 1 4 . 4 5 1 ,  t h a t  is, ove r 18 per c e n t  in 4 y e a r s  or about 4.5 

p e r  cen t a year. But, the r a pid  d e c l i n e  in d e f i c i t  d u r i n g  the

l a t t e r  h a l f  o f  th e  d e c a d e  s e e m s  to be due to f a c t o r s  o t h e r  th an  the

sl ow  i n c r e a s e  in the n o m i n a l  e x c h a n g e  rate in that per io d,  su ch  as 

e x p o r t  i n c e n t i v e s  and i mp or t t a r i f f s .
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Ind ia ' s Exports,

Table 9

Exchange Rates and Unit Values

Years

Rs.

(miLlion)

US $ 

(million)

Nominal

Exchange

Rs/US$

Unit Value Index 

Rate 1980-81=100

(Rs Terms) ($ Terms)

1974-75 332 90 4171 7 7. 980 64 63. 4
1975-76 40420 4672. 8 8. 650 71 64. 9
1976-77 5L460 5756. 2 8- 940 75 66. 3
L 97 7-78 54043 6313.4 8. 5 60 85 7 8. 5
1978-79 5 7260 6974.4 8. 210 85 81. 9
1979-80 64180 8116. 9 7. 907 92 92. 0
1980-81 67110 8486. 3 7. 908 100 100. 0
1981-82 7 8060 8704.3 8. 968 114 LOO. 5
1982-83 88030 9107. 2 9. 666 122 99. 8
1983-84 97710 9449. 7 10. 340 139 L06.3
1984-85 118550 9971.4 11. 889 156 L03. 8
1985-86 110120 8521. 2 12.923 157 96. L
1986-87 125500 9821.6 12. 778 NA NA
1987-88 157490 12146. 4 12. 966 NA NA
1988-89(P) 202950 14014.0 14.482 NA NA

lource : 1. Government of India, RBI , Report on Currency And Finance
(Various Issues).

2.Government of India ,Economic Survey,1989-90



As s h o w n  in T a b l e  10, 1 9 8 5 - 8 6  w i t n e s s e d  a t u r n a r o u n d  in

I n d i a ' s  f o r e i g n  t r a d e  w i t h  the a n n o u n c e m e n t  of i m p o r t

l i b e r a l i s a t i o n  p o l i c i e s .  In t h i s  y e a r ,  w h i l e  t h e  i m p o r t  b i l l  

i n c r e a s e d  by o v e r  10 pe r  c e n t  o v e r  th e p r e v i o u s  y e a r ,  e x p o r t

e a r n i n g s  fell, s u r p r i s i n g l y  by ab o u t  6 per cent. T h e  r es ul t w a s  a 

h u g e  t r a d e  d e f i c i t .  E x p o r t s  fell in 1 9 8 5- 86 . H o w e v e r ,  w i t h  a 10 

per cent  i n c r e a s e  in e x p o r t  i n c e n t i v e s  an d  a m i l d  d e p r e c i a t i o n  of 

2.5 per ce nt  in the same y ea r ,  e x p o r t s  r e g i s t e r e d  a m a r k e d  g r o w t h

by m o r e  than 10 p e r  cen t in the next ye ar, 19 86-87. It thu s s e e m s

that  t h e r e  is a lag e f f e c t  of i n c e n t i v e s  on e x p o r t s .  The g r o w t h  

rat e of i m p o r t  bil l in d o l l a r  t e r m s  w a s  a l s o  r e s t r a i n e d  by 2.5 pe r

c e n t  and  e v e n  t u r n e d  n e g a t i v e  to - 2 . 6  p e r  c e n t  in 1 987 -88. 

H o w e v e r ,  in 1 9 8 8- 89 ,  it i n c r e a s e d  by 11 p er  c e n t  o v e r  the p r e v i o u s  

y e a r ,  w h i l e  e x p o r t s  s h o w e d  a h i g h e r  g r o w t h  of 1 5 . 6  pe r c e n t  

r e s u l t i n g  in the d e c l i n e  of d e f i c i t  to US $ 5 1 2 9  m i l l i o n .  On the 

w h o l e ,  d u r i n g  the 1980s, the e f f e c t i v e  e x c h a n g e  rat e for i m p o r t s  

a c c e l e r a t e d  m o r e  than  that for e x p o r t s  m a i n l y  b e c a u s e  of i n c r e a s i n g  

r a t e  of im po rt t a r i f f s  (see F i g u r e  1). P a r t i c u l a r l y  a f t e r  1 9 8 4 - 8 5 ,  

the a t t e m p t s  to l i b e r a l i s e  i m p o r t s  by s h i f t i n g  a n u m b e r  of t a r i f f  

i t em s fr om  ' r e s t r i c t e d  an d b a n n e d '  l i s t s  to o p e n  g e n e r a l  l i c e n s e  

( O G L )  we r e ,  h o w e v e r ,  m o d e r a t e d  t h r o u g h  an i n c r e a s i n g  le vy  o f  i m p o r t  

d u t i e s .  T h u s ,  in t h e  l a t t e r  h a l f  o f  t h e  1 9 8 0 s ,  th e e f f e c t i v e  

e x c h a n g e  r a t e  for i m p o r t s  d e p r e c i a t e d  f a s t e r  t h a n  that for e x p o r t s  

and it a p p e a r s  to be an i m p o r t a n t  f a ct or  for r e s t r i c t i n g  the impor t 

g r o w t h .  H o w e v e r ,  it is w o r t h  n o t i n g  that tax e x e m p t i o n  of e x p o r t  

p r o f i t s ,  g r a n t e d  r e c e n t l y  a l s o  s e e m s  to h a v e  b e e n  p a r t l y  

r e s p o n s i b l e  for a r a p i d  rise in e x po rt s.
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Table 10

Impact Tariff and Exchange Rates,1980-81 to 1968-89

Years Value of 
Imports

Nominal
Exchange
Rates

distans
Djty
Re/onue

Effective Exchange 
Rate for Imports

Imports

(M)

Trade Balance 
($ Million) 

(X-M)

(Rs. Cr) (Rs/US$) (Rs. Cr) Import 
Tariffs 
% of CIF

Rate
Rs/US$

$ Million % change

1980-81 12544 7. 908 3408.20 27.17 iao6 15862 NA -7546

1981-82 13887 8. 968 4388.29 3L60 11.80 15484 -2.38 -6825

1982-83 14913 9.666 5317.98 35.66 13.11 15428 -0.36 -5976

1983-84 16039 ia340 5656.% 35.27 13.99 15512 a54 -5678

1984-85 18680 11.889 7675. 61 41.09 16. 77 15713 1.30 -5653

1985-86 21164 12.235 10256.07 4a 46 1&L6 17298 iao9 -7835

1986-87 22668 12- 778 12875- 42 56.80 2a 04 17740 2.56 -7320

1987-88 22399 12.966 13533.48 6a 42 2a  80 17275 -2.62 -5135

1988-89 27693 14. 45L 17308. 13 62.50 23. 48 1910 ltt93 -5129

As on 16.711

Sept. 1989

?bte: * Effective Excharge Rate for Imports* Nominal Exchange Rate(l+import tariff/100)

Sources:Govemnent of India Economic Survey 1988-89;and RBI,Report on Currency and Finance, 

Vol II various issues)



Spec i f i c a t io n

S p e c i f i c a t i o n  i s s u e s  in t r a d e  m o d e l l i n g  are p r e d i c a t e d  on the 

n a t u r e  of  g o o d s  for w h i c h  e x p o r t  d e m a n d  and s u p p l y  b e h a v i o u r  is 

h y p o t h e s i s e d .  In the c a s e  of m a n u f a c t u r e d  g o o d s  it is a s s u m e d  that 

t r a d e d  g o o d s  a r e  not p e r f e c t  s u b s t i t u t e s  for e a c h  o t h e r  a n d  

a c c o r d i n g l y  t h e  " l a w  o f  o n e  p r i c e "  m a y  n o t  h o l d  g o o d  a c r o s s  

c o u n t r i e s  ( a f t e r  d u e  a l l o w a n c e  m a d e  for t r a n s p o r t a t i o n  a n d  

a r b i t r a g e  c o s t s  i n v o l v e d  in t r a d i n g  ,see G o l d s t e i n  and Kh an, 1985, 

pp. 1045). Th u s ,  e x p or t p r i c e s  of s i m i l a r  p r o d u c t s  d i f f e r  a c r o s s  

c o u n t r i e s  ( m e a s u r e d  in the s a m e  c u r r e n c y  u n i t s )  and d e m a n d  for a 

c o u n t r y ' s  p r o d u c t s  a b r o a d  is h y p o t h e s i s e d  to be n e g a t i v e l y  r e l a t e d  

to its ow n p r i c e  of e x p o r t s  v i s - a - v i s  its c o m p e t i t o r ' s  p r i c e  ( o t h e r  

f o r e i g n  s u p p l i e r s )  in i n t e r n a t i o n a l  m a r k e t s .  E x p o r t  d e m a n d  is a l s o  

e x p e c t e d  to i n c r e a s e  (or d e c r e a s e )  w i t h  g r o w t h  ( or  fall) in the 

real i n c o m e  o f  f o r e i g n  c o n s u m e r s .

On the o t h e r  hand, e x p o r t  p r o d u c t s  m a y  o r  m ay  not be p e r f e c t  

s u b s t i t u t e s  for s i m i l a r  p r o d u c t s  c o n s u m e d  w i t h i n  t he  c o u n t r y .  If 

e x p o r t  p r o d u c t i o n  is c h a r a c t e r i s e d  by d i f f e r e n t  t e c h n o l o g i e s  us ed  

or s c al e of o p e r a t i o n ,  e x p o r t  p r i c e  of a c o u n t r y  m a y  be d i f f e r e n t  

from d o m e s t i c  price- O t h e r w i s e ,  t he  ' l a w  o f  o n e  price' p r e v a i l s  as 

b e t w e e n  e x p o r t s  and d o m e s t i c  p r o d u c t s ,  i . e . , e xp or t p r o d u c t s  and 

d o m e s t i c  p r o d u c t s  a r e  p e r f e c t  s u b s t i t u t e s  for eac h o t h e r  and thus 

d o m e s t i c  p r i c e s  do not d i f f e r  f r o m  e x p o r t  p r i c e s  of s i m i l a r  

p r o d u c t s .  H o w e v e r ,  if t h e r e  a r e  g o v e r n m e n t  i n c e n t i v e s  f or  

e x p o r t s ,  p r i c e  r e c e i v e d  by e x p o r t e r s  m a y  be h i g h e r  t h a n  the p r i c e  

r e c e i v e d  from d o m e s t i c  s a l e s  o f  s i m i l a r  p r o d u c t s .  In a r e c e n t  

paper,  A1i (19 87, p. 154) e x a m i n e d  the s u p p l y  b e h a v i o u r  of I n d i a ' s



e x p o r t s  d u r i n g  the p e r i o d ,  1967 to 1980. T he  e x p o r t  pr i c e  use d 

by him  is c o m p r i s e d  of  the uni t v a l u e  i n d e x  o f  e x p o r t s  plus the 

g o v e r n m e n t  i n c e n t i v e s .  As a g a i n s t  t h i s ,  in the tr a d e  m o d e

c o n s i d e r e d  b e l o w ,  we h a v e  h y p o t h e s i s e d  t h a t  t he  r u p e e  p r i c e  

r e c e i v e d  f or e x p o r t s  a n d  the c o r r e s p o n d i n g  d o m e s t i c  p r i c e  

i n c l u s i v e  o f  e x c i s e  d u t i e s  do not d i f f e r  fr om  e a c h  o t h e r  ex c e p t  

for ex po rt  i n c e n t i v e s .  In ot h e r  w o r d s ,  the d o m e s t i c  w h o l e s a l e  

price  and the u n i t  v a l u e  i n d e x  of e x p o r t s  do not d i f f e r  from e a c h  

other. As u s u a l ,  g o v e r n m e n t  i n c e n t i v e s  i nc 1 ud e : impo r t l i c e n s e s  

and p r e m i a  on t h e i r  t r a n s f e r  to o t h e r  p r o d u c e r s ,  c a s h  a s s i s t a n c e  

for e x p o r t e r s  a nd  d u t y  d r a w b a c k  o f  c u s t o m s  an d e x c i s e  d u t i e s  on 

i n p u t s  u s e d  in e x p o r t  p r o d u c t i o n  ( s e e  T a b l e  9 for d e t a i l s ) .  

E x p o r t i n g  is n e c e s s i t a t e d  by the fact tha t q u a l i t y  p r o d u c t i o n  

d e p e n d s  on i m p o r t e d  i n p u t s  . G i v e n  t h e  d o m e s t i c  price , e x p o r t  

i n c e n t i v e s  and  e x c h a n g e  rate the d o l l a r  p r i c e  of e x p o r t s  wa s 

d e r i v e d  by d e f l a t i n g  the p r o d u c e r  p r i c e  (WPI ) b y  the e f f e c t i v e  

e x c h a n g e  r at e  for e x p o r t s  (E ER X ) ,  w h i c h  t a k e s  into a c c o u n t  b o t h  

t he n o m i n a l  e x c h a n g e  r a t e  a n d  e x p o r t  i n c e n t i v e s .  As w i l l  be 

s e e n ,  E E R X  is d e f i n e d  f o r m a l l y ,  b y  ER ( I + S ) ,  w h e r e  ER is t h e  

n o m i n a l  e x c h a n g e  r a t e  o f  r u p e e  per US d o l l a r  a nd  S, the a v e r a g e  

rat e of e x p o r t  i n c e n t i v e s .  To d i s t i n g u i s h  It from the e x p o r t  

pri ce  us ed  by A 1 i , it m a y  be m e n t i o n e d  t h a t  in A 1 i ' s paper, the 

s u p p l y  p r i c e  o f  e x p o r t s  d i f f e r s  f r o m  t h e  r e s p e c t i v e  d o m e s t i c  

p r i c e  not o n l y  d u e  to e x p o r t  i n c e n t i v e s  a n d  e x c h a n g e  r a t e  

f l u c t u a t i o n ,  but a l s o  b e c a u s e  of o t h e r  f a c t o r s  i n f l u e n c i n g  the 

d o m e s t i c  p r e s s u r e  of  d e m a n d .  H e r e  t h e  d o m e s t i c  f a c t o r s

i n f l u e n c i n g  e x p o r t s  t h r o u g h  pr i c e  are c a p t u r e d  s e p a r a t e l y  in the 

d o m e s t i c  p r i c e  e q u a t i o n ,  as s h o w n  b e l o w  in e q u a t i o n  (3). In the 

i n t e r n a t i o n a l  m a r k e t s ,  h o w e v e r  we h a v e  a s s u m e d  that I n d i a ' s
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e x p o r t  p r i c e  in d o l l a r  t e r m s  m a y  b e  d i f f e r e n t  f r o m  i t s  

c o m p e t i t o r  s' ex p o r t  price. T h u s  t h e i r  r e l a t i v e  p r i c e  e n t e r s  as 

an a r g u m e n t  in the f u n c t i o n  d e t e r m i n i n g  I n d i a ' s  e x p o r t  d e m a n d .  

Th e  t r a d e  m o d e l  g i v e n  b e l o w  c o n s i s t s  o f  t h r e e  b e h a v i o u r a l  

e q u a t i o n s ,  t h e  f i r s t  r e g a r d i n g  th e f o r e i g n  d e m a n d  f o r  I n d i a n  

p r o d u c t s  a b r o a d ,  the s e c o n d  for I n d i a ' s  i m p o r t  d e m a n d  for f o r e i g n  

p r o d u c t s  a n d  t h e  t h i r d  e x p l a i n i n g  t h e  b e h a v i o u r  o f  d o m e s t i c  

p r i c e s  in In di a,  g i v e n  the d o m e s t i c  d e m a n d .

1) XQI = f( WPI /EE R X  , R Y W  , E D CT,  E D C M )
' XP W

2) M Q I  - f( WPI, EERM , MPI , R G D P I  )

3) WPI = f( MPI, E E R M , RG D P I ,  DO IL)

Export Demand

The v o l u m e  of e x p o r t s  ( X Q I )  is h y p o t h e s i s e d  to be f a v o u r a b l y  

a f f e c t e d  by an i n c r e a s e  in the w o r l d  rea l i n c o m e  (RYW) a n d  the

d e g r e e  o f  e x p o r t  d i v e r s i f i c a t i o n  to d i f f e r e n t  c o u n t r i e s  o f  

d e s t i n a t i o n  (EDCT)  a nd by c o m m o d i t i e s  (EDCM). F u r t h e r ,  e x p o r t  

d e m a n d  is l i k e l y  to i n c r e a s e  w i t h  a d e c r e a s e  in the d o l l a r  p r i c e  

of I n d i a ' s  e x p o r t s  ( W P I / E E R X )  r e l a t i v e  to th e  w o r l d  p r i c e  o f  

e x p o r t s  ( X P W ) -  T h a t  is if I n d i a n  p r o d u c t s  b e c o m e  m o r e

c o m p e t i t i v e  v i s - a - v i s  f o r e i g n  o n e s ,  the e x p o r t  d e m a n d  for I n d i a  

wi ll  i n cr ea s e . In o t h e r  w o r d s ,  a p r i o ri the p r i c e  e l a s t i c i t y  o f  

e x p o r t  d e m a n d  is n e g a t i v e ,  w h i l e  the i n c o m e  e l a s t i c i t y  o f  e x p o r t  

d e m a n d  is p o s i t i v e .  S y m b o l i c a l l y ,  e q u a t i o n  (1) r e p r e s e n t s  the
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e x p o r t  d e m a n d  for India. N o t i c e  that t h e r e  ar e two i m p o r t a n t  

e x t e r n a l  v a r i a b l e s  in t h i s  f u n c t i o n  ( R Y W  a n d  XP W)  w h i c h  a r e  

b e y o n d  the g o v e r n m e n t ' s  c o n t r o l -  G o v e r n m e n t  p o l i c i e s  for e x p o r t  

p r o m o t i o n  c a n ,  h o w e v e r ,  i n f l u e n c e  e x p o r t  price. M o s t  i m p o r t a n t  

o f  t h e m  a r e  t h e  e x c h a n g e  r a t e  ( 5 R ) ( m e a s u r e d  in R u p e e s  p er  US 

d o l l a r )  and  e x p o r t  i n c e n t i v e  r a t e  (S). By i n c r e a s i n g  ER or S or 

both, our p r o d u c t s  c a n  be m a d e  c h e a p e r  in the e x p o r t  m a rk e t s -  

I n d i a ' s  e x p o r t  p r i c e  and d o m e s t i c  p r i c e  a r e  c l o s e l y  r e l a t e d  to
v

e a c h  o t h e r  by the  f o l l o w i n g  e q u a t i o n :

XPI = W PI / E R . (1+S) = W P I / E E R X

T h a t  is e x p o r t  c o m p e t i t i v e n e s s  c a n  be i m p r o v e d  by  

a p p r o p r i a t e  m e a s u r e s  that  r e d u c e  p r e s s u r e  on t h e  d o m e s t i c  price 

(WPI)  or b y t h e  r u p e e  d e p r e c i a t i o n  o r  b y  i n c r e a s i n g  the e x p o r t  

i n c e n t i v e s  o r  b y  a j u d i c i o u s  policy-m.lx o f  t h e s e  v a r i a b l e s .  As 

w il l be se en b e l o w ,  a r e d u c t i o n  in WPI w i l l  a l s o  h e l p  to m a k e

i m p o r t  s u b s t i t u t i o n  p o l i c i e s  m o r e  e f f e c t i v e  s i n c e  t h i s  w i l l  

e n c o u r a g e  i m p o r t e r s  to s w i t c h  e x p e n d i t u r e s  a w a y  fro m i m p o r t s  to 

d o m e s t i c  p r o d u c t s .  For a s s e s s i n g  th e o r d e r  o f  m a g n i t u d e  o f  the 

e f f e c t  o f  v a r i o u s  p o l i c y  o p t i o n s  o n  e x p o r t  d e m a n d ,  it is

n e c e s s a r y  to e s t i m a t e  the a s s o c i a t e d  e l a s t i c i t i e s .

I m p o r t  D e m a n d

I m p o r t  d e m a n d  ( M Q l )  b y  I n d i a  is h y p o t h e s i s e d  to be an

i n c r e a s i n g  f u n c t i o n  of th e d o m e s t i c  real i n c o m e  (R GDPI) and the

d o m e s t i c  p r i c e  of im po rt  s u b s t i t u t e s  and a d e c r e a s i n g  f u n c t i o n  of 

t h e  i m p o r t  p r i c e  ( M P I ) .  T h u s ,  i m p o r t  d e m a n d  i n c r e a s e s  w h e n  

d o m e s t i c  i n c o m e  i n c r e a s e s  in real terms. G o v e r n m e n t  can also 

m a k e  i m p o r t s  c o s t l i e r  in r u p e e  t e r m s  b y  i n c r e a s i n g  t a r i f f s  ( t m ) 

or the n o m i n a l  e x c h a n g e  rate (SR), i.e. , m o r e  r u p e e s  h a v e  to be
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sp e n t  for i m p o r t i n g  one d o l l a r  w o r t h  o f  p r o d u c t .  T h e  e f f e c t i v e  

e x c h a n g e  r a t e  for i m p o r t s  is g i v e n  by, E E R M  * E R . ( l + t m ). In 

p r i n c i p l e ,  t h e  r u p e e  v a l u e  o f  a n y  f o r e i g n  c u r r e n c y ,  s a y ,  US 

d o l l a r  is not th e o ne i n d i c a t e d  b y  th e  o f f i c i a l  n o m i n a l  e x c h a n g e  

r a t e  b e c a u s e  o f  o t h e r  f a c t o r s ,  l i k e  i m p o r t  t a r i f f s  o r  e x p o r t  

s u b s i d i e s  etc. T h e  e c o n o m i c  e f f e c t s  o f  r u p e e  d e p r e c i a t i o n  or 

a p p r e c i a t i o n  a r e  t h e r e f o r e  s e e n  a f t e r  a d j u s t i n g  t h e  n o m i n a l  

e x c h a n g e  r a t e  for t a r i f f s ,  s u b s i d i e s  a n d  o t h e r  g o v e r n m e n t  

i n t e r v e n t i o n s ,  viz, t r a n s f e r a b i l i t y  p r o v i s i o n s  o f  i m p o r t  l i c e n s e s  

by o r i g i n a l  a l l o t t e e s  to t h e  o t h e r  a g e n t s  in t h e  e c o n o m y .  In the 

case of e x p o r t s ,  as d i s c u s s e d  e a r l i e r  E E R X  h a s  b e e n  c h o s e n  to be 

an a p p r o p r i a t e  v a r i a b l e  to r e f l e c t  s u c h  e x c h a n g e  r a t e  e f f e c t s  

and in the c a s e  o f  i m p o r t s ,  E E R M  s e e k s  to r e p r e s e n t  the e f f e c t s  

o f  e x c h a n g e  r a t e  a n d  t a r i f f s  o n  i m p o r t s .  T h u s ,  t h e  v o l u m e  o f  

i m p o r t s  is l i k e l y  to d e c r e a s e  w i t h  a rise  in e f f e c t i v e  e x c h a n g e  

ra te  for impo rts. M o r e  i m p o r t  a n t l y ,  i m p o r t s  c a n  a l s o  be m a d e  

c o s t l i e r  th a n  d o m e s t i c  s u b s t i t u t e s  if the p r i c e  o f  the l a t t e r  is 

re du ced . By d o i n g  so, e x p e n d i t u r e  w i l l  be s w i t c h e d  a w a y  from 

i m p o r t s  to d o m e s t i c  s u b s t i t u t e s .  T h u s ,  if WPI d e c r e a s e s  m o r e  

t h a n  MP I,  im p o r t d e m a n d  a l s o  d e c r e a s e s  and  a c c o r d i n g l y ,  the s i g n  

o f  t h e  c o e f f i c i e n t  o f  W P I  in e q u a t i o n  ( 2 )  is e x p e c t e d  to be 

po s i t i v e .  S y m b o l i c a l l y ,  the i m p o r t  d e m a n d  f u n c t i o n  is g i v e n  by 

e q u a t  ion (2) .
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Dom estic P r ic e s

D o m e s t i c  p r i c e s  a r e  h y p o t h e s i s e d  to be an i n c r e a s i n g  f u n c t i o n

o f the f o r e i g n  p r i c e  o f  i m p o r t s  ( M PI ),  e f f e c t i v e  e x c h a n g e  rate  for

i m p o r t s  (5 ER M)  a n d  a g g r e g a t e  o u t p u t  ( R G D P I ) .  To i n c o r p o r a t e  the 

imp act  o f  e x t e r n a l  d i s t u r b a n c e ,  s u c h  as w o r l d  o i l - p r i c e  s h o c ks , a 

d u m m y  v a r i a b l e  ( D O I L )  ha s b e e n  i n c l u d e d  in the p r i c e  e q u a t i o n  (3). 

It h a s  b e e n  a s s u m e d  t h a t  t h e r e  ar e  s u p p l y  b o t t l e n e c k s  in t h e  

e c o n o m y  due to s h o r t a g e  of c a p i t a l  and p o w e r ,  etc. an d thus p r i c e s  

are s u p p l y - d e t e r m i n e d ,  g i v e n  the a g g r e g a t e  d e m a n d .

P r ic e  I n t e r a c t i o n  and Com parative  S t a t i c s

Price b e h a v i o u r  is e x p l a i n e d  in F i g u r e  2. To b e g i n  w i t h ,  the 

e q u i l i b r i u m  v a l u e s  o f  d o m e s t i c  p r i c e  and o u t p u t  a r e  s h ow n at A, the 

po int  of i n t e r s e c t i o n  of the a g g r e g a t e  d e m a n d  c u r v e  (AD) a nd  the 

a g g r e g a t e  s u p p l y  c u r v e  (AS). T h e  d e m a n d  c u r v e  is d r a w n  h o r i z o n t a l  

w h i c h  i m p l i e s  t h a t  t h e r e  is no d e f i c i e n c y  of a g g r e g a t e  d e m a n d  at a 

g i v e n  price. S u p p l y  c u r v e  is d r a w n  u p w a r d  s l o p i n g  b e c a u s e  w h e n e v e r  

e x c e s s  d e m a n d  e x i s t s  it c a n  o n l y  be c l e a r e d  at a h i g h e r  price. T he  

n e e d  to e x p o r t  a r i s e s  m a i n l y  due to the r e q u i r e m e n t  of i m p o r t e d  

in p u t s  for p r o d u c t i o n  and a l s o  b e c a u s e  o f  g o v e r n m e n t  p o l i c i e s  w h i c h  

tie up i m p o r t  l i c e n s e s  w i t h  e x p o r t  p e r f o r m a n c e .

Th e  d e m a n d  c u r v e  for I n d i a ' s  e x p o r t s  is g i v e n  by XD, w h i c h  is 

d o w n w a r d  s l o p i n g  w i t h  r e f e r e n c e  to I n d i a ' s  e x p o r t  p r i c e  v i s - a - v i s  

the w o r l d  p r i c e  o f  s i m i l a r  p r o d u c t s  ( b o t h  m e a s u r e d  in the same

c u r r e n c y  u n i t s )  for g i v e n  w o r l d  i n c o m e  a nd  the d e g r e e  of e x p o r t

d i v e r s i f i c a t i o n .  T h e  d o l l a r  p r i c e  of I n d i a ' s  e x p o r t s  is t h u s  

d e t e r m i n e d  by t h e  r u p e e  e x c h a n g e  rate e x p o r t  i n c e n t i v e s  and the 

l e v e l  of d o m e s t i c  p r i c e  of t r a d a b l e s ,  w h e r e a s ,  the w o r l d  p r i c e  of 

e x p o r t s  is a s s u m e d  to be d e t e r m i n e d  e x o g e n o u s l y .  W h e n  In di an
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p r i c e  m a t c h e s  w i t h  the w o r l d  price , (t h at  is, t he r e l a t i v e  p r i c e  

is un i t y )  e x p o r t  d e m a n d  for In d i a  is o n l y  a f f e c t e d  by n o n - p r i c e  

f a c t o r s  lik e e x p o r t  d i v e r s i f i c a t i o n  e f f o r t s  an d  w o r l d  i n c o m e . w h i c h  

t e n d  to shift t he e x p o r t  d e m a n d  curve. T h e n  the p r i c e  e l a s t i c i t y  

m a y  be a s s u m e d  to be i n f i n i t e l y  l a r g e  or XD c u r v e  w o u l d  be f l a t t e r  

at the w o r l d  p r i c e  ( s m a l l  c o u n t r y  a s s u m p t i o n ) .  A1 i (1987) us ed  the 

sm all  c o u n t r y  a s s u m p t i o n  and e s t i m a t e d  the s u p p l y  p r i c e  e l a s t i c i t y  

of I n d i a ' s  e x p or ts .  G i v e n  the  e q u i l i b r i u m  v a l u e  o f  d o m e s t i c  pr i c e  

o f t r a d a b l e s  at the p oi n t  A and  the e f f e c t i v e  e x c h a n g e  rate, the 

d o l l a r  p r i c e  of I n d i a ' s  e x p o r t s  is d e t e r m i n e d ,s a y  at B. Note that 

the e x p o r t  p r i c e  is d e t e r m i n e d  r e c u r s i v e l y ,  but not  j o in t l y ,  o n c e  

t h e  d o m e s t i c  p r i c e  is g i v e n  d e t e r m i n e d  by th e  i n t e r s e c t i o n  of the 

a g g r e g a t e  d e m a n d  and s u p p l y  c u r v e s , s u c h  as at the po i n t  A. T h us , 

in the s h o r t - r u n ,  if I n d i a ' s  e x p o r t s  a r e  d e s i r e d  to be i n c r e a s e d ,  

g o v e r n m e n t  m a y  e i t h e r  d e v a l u e  th e r u p e e  o r  i n c r e a s e  e x p o r t  

s u b s i d i e s  or b o t h ,  or r e s t r i c t  the  d o m e s t i c  p r i c e  from  ris in g,  so 

th at  e x p o r t  p r i c e  w o u l d  d e c l i n e  in d o l l a r  t e r m s ,  say, from B to C 

a l o n g  the  e x p o r t  d e m a n d  c u r v e ,  XD. The  a d d i t i o n a l  ex po rt  d e m a n d ,  

X 0 X 1 c a n n o t  h o w e v e r  be m e t  u n l e s s  a g g r e g a t e  s u p p l y  i n c r e a s e s ,  

p e r h a p s  by a u t o n o m o u s  i n c r e a s e  in po w e r  and o t h e r  e s s e n t i a l  i n p u t s ,  

etc-
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Table 11

Estimated OLS Results of Export Demand, 

and Domestic Price Equations, 1974-75

Import Demand 

to 1985-86.

Independent
Variables

(in  Logs)__

CONSTANT

(WPI/EERX)/PXW

RYW

EDCT

EDCM

RGDPI

MPI

EERM

DOIL

WPI

Statistics 

R-Square 

F (4 ,7 )

D.W.

Export Volume 
XQI

-7.484
(- 4.280)*

-0.529 
(- 3.640)*

1. 228 
(7. 816)*

1. 240 
(3 .6 2 6 )*

0. 281 
(1-591)

0. 980 

87.400  

2.362

Import Volume 
MQI

Domestic Price 
WPI

(in  Logarithms)

-5. 980 
(-6. 264)*

1. 450 
(7 .1 9 0 )*

-0.550 
(- 4.238)*

-1. 206 
(8 .1 0 6 )*

1. 190 
(9 . 104)*

0 .994  

310. 200 

2.560

-5.360
(- 4.433)*

0. 974 

64.900  

2 .320

0. 660 
(2 .0 8 0 )* *

0. 820 
(4 .3 5 0 )*

0. 640 
(2 .7 5 0 )*

0. 160 
(3 .3 2 0 )*

Notes: Figures in parentheses are T-values.

* denotes significance at 5% level.

** denotes significance at 10% level. 

See Annexure 1 for notations.



T h e  AS c u r v e  thu s s h i f t s  to the right to A S ^ , i n t e r s e c t i n g  A D Q at 

the p o i n t  D, w h e r e  o u t p u t  is Y^ ( h i g h e r  t h a n  Y Q ) , for g i v e n  

d o m e s t i c  d e m a n d ,  A D Q and i n c r e a s e d  e x p o r t  d e m a n d ,  XQ X^. H o w e v e r ,  

d e v a l u a t i o n  e x e r t s  an i m m e d i a t e  p r e s s u r e  on d o m e s t i c  p r i c e s  

t h r o u g h  h i g h e r  i m p o r t  p r i c e s ,  p a r t i c u l a r l y  w h e n  i m p o r t s  

c o n s t i t u t e  m a i n l y  i n t e r m e d i a t e  and c a p i t a l  go ods - T h u s  it r a i s e s  

p r i c e  f r o m  W P I Q to W P I ^ .  A l s o  p o s s i b l e  w i l l  be a s w i t c h  in 

e x p e n d i t u r e  f r o m  i m p o r t s  to d o m e s t i c  g o o d s  d e p e n d i n g  on t h e  

e x t e n t  o f  t h e i r  r e l a t i v e  p r i c e  c h a n g e s  • A c c o r d i n g l y ,  th e 

a g g r e g a t e  d e m a n d  c u r v e  m a y  a l s o  sh ift u p w a r d  fro m A D Q to AD^ and 

the new e q u i l i b r i u m  ou t p u t  is d e t e r m i n e d  at a h i g h e r  p r i c e  at the 

point E, w h e r e  AS ̂  i n t e r s e c t s  AD  ̂ . At t h i s  p o i n t ,  t he  l e ve l of 

o u t p u t  is Y ' ^  , w h i c h  is s t i l l  h i g h e r  t h a n  Y^. T h u s ,  if

a g g r e g a t e  s u p p l y  c o u l d  a d j u s t  to the i n c r e a s e d  d e m a n d ,  w h i c h  is 

i n d u c e d  p a r t l y  by i mp o r t  s u b s t i t u t i o n  and p a r t l y  by a d d i t i o n a l  

ex po rt  d e m a n d  d ue  to d e v a l u a t i o n ,  s u ch  an e x c h a n g e  rate  p o l i c y  

w o u l d  be e x p a n s i o n a r y  in the lo ng  run, i n s p i t e  of  i n i t i a l  rise in 

d o m e s t i c  p r i c e s .  Bu t, it is a m o o t  q u e s t i o n  w h e t h e r  s u p p l y  

a d j u s t s  to d e m a n d  i n s t a n t a n e o u s l y  in the s h o r t - r u n .

E s t i a a t i o n

N o t e  t h a t  in o u r  m o d e l ,  e q u a t i o n s  1-3 f o r m  a r e c u r s i v e  

sy ste m. A s s u m i n g  tha t d o m e s t i c  d e m a n d  is g i v e n ,  d o m e s t i c  pri ce  

is e s t i m a t e d  by  e q u a t i o n  ( 3 ) ,  in w h i c h  no e x p l i c i t  f e e d b a c k  

e f f e c t  o f  e x p o r t s  is c o n s i d e r e d  , w h e r e a s ,  the e f f e c t  of w o r l d  

p r i c e  o f  i m p o r t s  o r  e f f e c t i v e  e x c h a n g e  r a t e  f o r  i m p o r t s  on 

d o m e s t i c  p r i c e  is r e f l e c t e d .  S i m i l a r l y ,  i m p o r t  v o l u m e  is 

d e t e r m i n e d  u n d e r  the a s s u m p t i o n  that the w o r l d  s u p p l y  of i m p o r t s  

is i n f i n i t e l y  e l a s t i c .  T h u s ,  g i v e n  the i m p o r t  a n d  d o m e s t i c  

p r ic es , d o m e s t i c  s u p p l y  c o n d i t i o n s  w a r r a n t  d e m a n d  for imports.
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In t h e  e x p o r t  d e m a n d  e q u a t i o n ,  e x p o r t  p r i c e  is t r e a t e d  to be 

e x o g e n o u s  w h i c h  is d e r i v e d  f r o m  th e p r e d e t e r m i n e d  d o m e s t i c  

p r i c e , a s  w e l l  as e x c h a n g e  r a t e  a n d  e x p o r t  i n c e n t i v e  r a t e -  

U n b i a s e d  e s t i m a t e s  o f  e x p o r t  d e m a n d ,  i m p o r t  d e m a n d  and d o m e s t i c  

p r i c e  c a n  t h e r e f o r e  be o b t a i n e d  b y  a p p l y i n g  t h e  m e t h o d  of 

O r d i n a r y  Le a s t  S q u a r e s  (OLS) to e a c h  e q u a t i o n  in the m o d e l -  We 

h a v e  u s e d  t i m e - s e r i e s  da ta  for the p e r i o d ,  1 9 7 4 - 7 5  to 1 9 8 5 - 8 6  and 

d e r i v e d  the O L S  e s t i m a t e s -  It s h o u l d  be m e n t i o n e d  that v o l u m e  

and unit  v a l u e  i n d i c e s  of I n d i a ' s  e x p o r t s  a nd  i m p o r t s  a r e  not 

a v a i l a b l e  for t he s u b s e q u e n t  p e r i o d  ( s e e  A n n e x u r e  1 for d a t a  

s o u r c e s )  -

R esult  s

T h e  OLS r e s u l t s  of e s t i m a t e d  m o d e l  a r e  g i v e n  in T a b l e  11. 

It is s e e n  that  the s t a t i s t i c a l  fit s of all t h r e e  e q u a t i o n s  are 

r e a s o n a b l y  g o od , for, m o r e  than  98 pe r  ce nt  of  v a r i a t i o n s  in the 

d e p e n d e n t  v a r i a b l e s  h a v e  b e e n  e x p l a i n e d  s a t i s f a c t o r i l y  b y 

r e l e v a n t  f a c t o r s  c o n s i d e r e d  in the model- M o r e o v e r ,  a l m o s t  all 

p a r a m e t e r  c o e f f i c i e n t s  a r e  e s t i m a t e d  to be s t a t i s t i c a l l y  

s i g n i f i c a n t  at the 5 per cent l e v e l  and b e a r  a p p r o p r i a t e  signs. 

Also, t h e r e  d o e s  not s e e m  to be a n y  a u t o - c o r r e l a t i o n  p r o b l e m  as 

ca n be seen  f ro m the v a l u e s  of D u r b i n - W a t s o n ( D . W . )s t a t i s t i c • As 

a l l  v a r i a b l e s  h a v e  b e e n  e x p r e s s e d  in l o g a r i t h m i c  terras, th e 

e s t i m a t e d  c o e f f i c i e n t s  g i v e  r e s p e c t i v e  a v e r a g e  e l a s t i c i t i e s  -

C o n s i d e r i n g  the  ex p o r t  e q u a t i o n ,  we find that I n d i a ' s  e xp or t 

d e m a n d  is p r i c e  i n e l a s t i c  ( - 0 . 5 2 9 ) ,  but e l a s t i c  to w o r l d  i n c o m e  

(1 .228) an d g e o g r a p h i c a l  d i v e r s i f i c a t i o n  ( 1 . 2 4 0 )  as m e a s u r e d  by 

M i c h a e l y ' s  i n d e x  (SDCT). H o w e v e r ,  e x p o r t  d e m a n d  wa s not f o u n d  to 

be s e n s i t i v e  to c o m m o d i t y  d i v e r s i f i c a t i o n  (ED CM ),  w h i c h  is als o 

n o t  s t a t i s t i c a l l y  s i g n i f i c a n t -  An i m p o r t a n t  f i n d i n g  of t h i s
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s t u d y  is cha t a m a j o r  p o r t i o n  of g r o w t h  in e x p o r t  v o l u m e  w a s  due 

to th e g r o w t h  in w o r l d  in c o m e ,  w h e r e a s ,  th e f a v o u r a b l e  e f f e c t ,  

m u c h  e x p e c t e d  of the r u p e e  d e p r e c i a t i o n  o r  i n c r e a s i n g  g o v e r n m e n t  

i n c e n t i v e s  for e x p o r t s  s e e m e d  to h a v e  b e e n  n e u t r a l i s e d  by the 

d o m e s t i c  p r i c e  rise. As ca n  be seen f r o m  T a b l e  12, the v o l u m e  

g r o w t h  of I n d i a ' s  e x p o r t s  w a s  o n l y  3 . 7  p e r  c e n t  d u r i n g  t h e  

p e r i o d  1 9 7 4 - 75  to 1 9 8 5 - 8 6  Of t h i s  g r o w t h ,  as m u c h  as 3- 46  per 

c e n t  h a s  b e e n  a c c o u n t e d  for by t h e  g r o w t h  in r e a l  i n c o m e  o f  

d e v e l o p e d  c o u n t r i e s  ( g r o w t h  rate of w o r l d  i n c o m e  w as  2.82 per 

cen t p.a. and th e i n c o m e  e l a s t i c i t y  of I n d i a ' s  ex p o r t  d e m a n d  was 

1.2 2 8 ) .  T he  d e g r e e  of e x p o r t  d i v e r s i f i c a t i o n  by I n d i a  has not 

b e e n  found  to be e n c o u r a g i n g  d u r i n g  the p e r i o d  of st u d y  and its 

c o n t r i b u t i o n  to e x p o r t  g r o w t h  w a s  e v e n  n e g a t i v e  at - 0 . 5 1  p e r  

cent. It is t h e r e f o r e  i m p o r t a n t  th at  e f f o r t s  m u s t  be i n t e n s i f i e d  

to p r o m o t e  e x p o r t  s p r e a d  o v e r  d i f f e r e n t  m a r k e t s  in o r d e r  to 

a c h i e v e  h i g h e r  e x p o r t  g r o w t h  in real terms. On the p r i c e  front, 

t h e  s t u d y  h a s  f o u n d  t h a t  t h e  r u p e e  d e p r e c i a t i o n  o r  e x p o r t  

i n c e n t i v e s  h a v e  not b e e n  e f f e c t i v e  to i n c r e a s e  e x p o r t s  m a i n l y  

due to i n c r e a s e  in d o m e s t i c  prices- As is e v i d e n t ,  I n d i a ' s

e x p o r t  p r i c e  in d o l l a r  t e r m s  w i t n e s s e d  an i n c r e a s e  of 2.91 per 

c e n t  a year, d e s p i t e  an e f f e c t i v e  d e p r e c i a t i o n  of 4.15 per  cent 

p . a  i n c l u s i v e  o f  e x p o r t  i n c e n t i v e s  d u r i n g  the  s a m p l e  period. The 

p r i c e  c o m p e t i t i v e n e s s  of  I n d i a ' s  e x p o r t s  ha s  thus  s u f f e r e d  due 

l a r g e l y  to d o m e s t i c  p r i c e  i n c r e a s e  by 7.0 6 p er  cen t d u r i n g  the 

s a m e  perio d. H e n c e  the real e x p o r t  g r o w t h  a t t r i b u t a b l e  to p r i c e  

c o m p e t i t i v e n e s s  wa s o n l y  m a r g i n a l  a r o u n d  0 - 6 1  p er cent per year.

On th e i m p o r t s  s i d e ,  a s  T a b l e  11 s h o w s  t h e  f a c t o r s  

c o n t r i b u t i n g  to t he i m p o r t  g r o w t h .  T h e s e  a r e  m a i n l y :  t h e

d o m e s t i c  real i n c o m e  w i t h  d e m a n d  e l a s t i c i t y  as h i g h  as 1.45, the 

d o m e s t i c  pric e w i t h  e l a s t i c i t y  1. 19 and the e f f e c t i v e  e x c h a n g e  

rate  for i mp or t s ,  the e l a s t i c i t y  of w h i c h  w a s  e s t i m a t e d  to be
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-1.206. T h e i r  c o n t r i b u t i o n s  to the v o l u m e  g r o w t h  of i m p o r t s  ar e  

g i v e n  in T a b l e  12. It is s e e n  t h a t  i m p o r t s  h a d  e x p e r i e n c e d  a

v o l u m e  g r o w t h  of 8. 98 pe r c e n t  a y e a r  on an a v e r a g e  d u r i n g  the

per i o d , 19 7 4-7  5 to 1 9 8 5 - 8 6 .  M u c h  of t h i s  g r o w t h  was found to be 

due to a ris e of 4.43 pe r cent  in d o m e s t L c  real i n c o m e  and an

i n c r e a s e  of  7 . 0 6  p e r  c e n t  in d o m e s t i c  p r i c e s .  S i n c e  t h e  

a s s o c i a t e d  e l a s t i c i t i e s  of i m p o r t  d e m a n d  w e r e  e s t i m a t e d  to be

1. 4 5 4 an d 1.193 r e s p e c t i v e l y ,  t h e i r  r e s p e c t i v e  c o n t r i b u t i o n s  to 

the im po r t  g r o w t h  w o r k  out to be as h i g h  as 6.44 and 8 . 4 2  per 

cent. But, s i n c e  t he  r u p e e  d e p r e c i a t i o n  t o g e t h e r  w i t h  r i s i n g  

t a r i f f s  w i t n e s s e d  a g r o w t h  r a t e  o f  4 . 8 7  p e r  c e n t  a y e a r ,  t h e  

im po rt  d e m a n d  w a s  c u r t a i l e d  c o n s i d e r a b l y  by as  m u c h  as 5.87  per 

cent . An i m p o r t a n t  f i n d i n g  is that i m p o r t  p r i c e s  h a v e  a l m o s t

r e m a i n e d  s t a b l e  in d o l l a r  t e r m s ,  w h i l e  d o m e s t i c  p r i c e s  w i t n e s s e d  

an i n c r e a s i n g  t re nd , p r o b a b l y  c o n t r i b u t i n g  to a l e s s e r  d e g r e e  of 

i m p o r t  s u b s t i t u t i o n .  M o r e o v e r ,  as m o s t  o f  o u r  i m p o r t s  a r e  

r e q u i r e d  f o r  p r o d u c t i o n ,  i n c r e a s i n g  t a r i f f s  a n d  t h e  r u p e e  

d e p r e c i a t i o n  s e e m  to h a v e  p u s h e d  up t h e  l a n d e d  c o st  o f i n p u t s  

and, t h e r e f o r e ,  r e s u l t e d  in h i g h e r  d o m e s t i c  pr i c e s .  S i n c e  the 

d o m e s t i c  p r i c e  e f f e c t  h a s  d o m i n a t e d  o v e r  o t h e r  i n f l u e n c e s ,  it 

se e m s  a p p r o p r i a t e  to c o n s i d e r  a p o l i c y  m i x  of t h e s e  v a r i a b l e s  

that r e s t r a i n  d o m e s t i c  p r i c e s  in g e n e r a l .

To l o o k  into f a c t o r s  that a f f e c t  d o m e s t i c  p r i c e s ,  we turn  to 

th e last  c o l u m n  of T a b l e  11. It i n d i c a t e s  t h a t ,  c e t e r i s  p a r i b u s , 

d o m e s t i c  p r i c e s  wi ll  i n c r e a s e  by 0. 64 per ce nt  w i t h  a one  per 

ce nt  rise  in the n o m i n a l  e x c h a n g e  ra te  or im p o r t  t a r i f f s ,  and  by

0 . 6 6  p e r  c e n t  w i t h  a o n e  p e r  c e n t  r i s e  in t h e  d o m e s t i c  r e a l  

income. An i m p o r t a n t  f i n d i n g  is that the s u p p l y  p r i c e  e l a s t i c i t y  

of I n d i a n  p r o d u c t s  h a s  b e e n  f o un d to be h i g h  at 1 . 5 1 , as c a n  be 

d e r i v e d  f r o m  the i n v e r s e  of th e e s t i m a t e d  c o e f f i c i e n t  of  t h e  

o u t p u t  v a r i a b l e  ( R G D P I )  in the p r i c e  e q u a t i o n .  It r e f l e c t s  u p o n
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th e i n c r e a s i n g  c o s t  o f  p r o d u c t i o n  and s u p p l i e r s '  w i l l i n g n e s s  to 

p r o d u c e  o n l y  at h i g h e r  p r i c e s .  H e n c e ,  it is i m p o r t a n t  t h a t  

p r o d u c t i o n  b o t t l e n e c k s  l i k e  p o w e r  and e s s e n t i a l  i n p u t s  such as 

s t e e l ,  e t c . , a r e  r e m o v e d  by  c o n s c i o u s  g o v e r n m e n t  e f f o r t s .  

O t h e r w i s e ,  a g g r e g a t e  s u p p l y  m a y  not i n c r e a s e  e n o u g h  to c o n t a i n  

t h e  u p w a r d  p r e s s u r e  on d o m e s t i c  price. In a d d i t i o n ,  it s e e m s  

j u d i c i o u s  to r e d u c e  the l e v e l  of t a r i f f s  ( t h e i r  p r e s e n t  a v e r a g e  

l e v e l  is 65 p e r  c e n t  of C I F  v a l u e )  b e c a u s e  t he  r u p e e  d e p r e c i a t i o n  

i t s e l f  c a n  b e  e x p e c t e d  to b r i n g  a b o u t  t h e  d e s i r e d  e f f e c t  o f  

r e d u c i n g  i mp or t s.  A l t h o u g h  t a r i f f  r e d u c t i o n  m a y  r e d u c e  c u s t o m s  

r e v e n u e  in the s h o r t - r u n ,  it wi ll  ease the p r e s s u r e  on d o m e s t i c  

p r i c e s  and m ay ,  in t u r n ,  i m p r o v e  the p r i c e  c o m p e t i t i v e n e s s  of  

e x p o r t s  a s  w e l l .  O f  t h e  7 . 0 6  p e r  c e n t  g r o w t h  e x p e r i e n c e d  by 

d o m e s t i c  p r i c e s ,  as m u c h  as 3 . 1 4  p e r  c e n t  w a s  f u e l l e d  b y  

i n c r e a s i n g  t a r i f f s  an d the ru p e e  d e p r e c i a t i o n ,  w h i l e  ov er  2.9 per 

c e n t  of g r o w t h  w a s  d ue  to i n c r e a s e  in t h e  d o m e s t i c  real in come. 

T h e  g r o w t h  c o n t r i b u t i o n  of f o r e i g n  p r i c e  of i m p o r t s  wa s a l n o s t  

n e g l i g i b l e ,  s i n c e  i m p o r t  p r i c e s  in d o l l a r  t e r m s  w e r e  s t a b l e  

d u . i n g  the p e r i o d  of i n v e s t i g a t i o n  (see T a b l e  12).

5. S u m m a r y  a n d  C o n c l u s i o n s

1 1 1
In di a  s e x p o r t  e a r n i n g s  w i t n e s s e d  a m a r k e d  i n c r e a s e  in the 

r e c e n t  p e r i o d  b o t h  in r u p e e  and d o l l a r  terms. Th e  ex p o r t  g r o w t h  

was  as hig h as 27 per ce nt a y e a r  in r u pe e t e r m s  and a b out  20 per 

c e n t  a yea r in d o l l a r  t er m s ,  on an a v e r a g e  d u r i n g  the per io d,

1 9 8 6 - 8 7  to 1988-89. T h i s  is c l e a r l y  s e en  to be al m o s t  d o u b l e  the 

r e s p e c t i v e  a n n u a l  a v e r a g e  g r o w t h  rat e a c h i e v e d  in the e a r l i e r  

p e r i o d  1 9 7 4 - 7 5  to 1 9 8 6 - 8 7 .  S e c o n d l y ,  t h e  g r o w t h  r a t e s  w e r e  

s l i g h t l y  l o w e r  in d o l l a r  t e r m s  t h a n  in r u p e e  t e r m s  due to the
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r u p e e  d e p r e c i a t i o n .  T h i r d l y ,  it s e e m s  t h a t  e x p o r t s  g r e w  m o r e  

r a p i d l y  in t h e  g e n e r a l  c u r r e n c y  a r e a  t h a n  in t h e  r u p e e  a r e a  

( S o v i e t  Bloc) d u r i n g  the r e c e n t  pe ri od.

As r e g a r d s  e x p o r t  c o m p o s i t i o n ,  th e c o m m o d i t y  g r o u p s  w h i c h  

h a v e  c o n s i d e r a b l y  h i g h  s h a r e  in t o t a l  e x p o r t s  a n d  e x h i b i t e d  

g r e a t e r  s t a b i l i t y  a n d  g r o w t h  w e r e :  l e a t h e r  a n d  l e a t h e r

m a n u f a c t u r e s ,  h a n d i c r a f t s  i n c l u d i n g  g e m s  and  j e w e l l e r y ,  a r t i c l e s  

of a p p a r e l  and c l o t h i n g ,  m a c h i n e r y  and t r a n s p o r t  e q u i p m e n t  e t c , .  

All of t h e m  h a v e  w i t n e s s e d  h i g h e r  e x p o r t  g r o w t h  r a t e s  d u r i n g  the 

r e c e n t  p e r i o d  t h a n  bef or e.  E x p o r t s  of some a g r o - b a s e d  c o m m o d i t i e s  

suc h as c o f f e e .  tea, c o c o a ,  s p i c e s  meat  and  m e a t  p r e p a r a t i o n s  

h a v e ,  h o w e v e r ,  d e c l i n e d  d u r i n g  t h i s  pe riod. F u r t h e r m o r e ,  t h e r e  

has  be en  s t a b i l i t y  in e x p o r t  e a r n i n g s  of s o m e  o f  t h e s e  i m p o r t a n t  

c o m m o d i t y  g r o u p s  d u r i n g  t h i s  p e ri od .

As a g a i n s t  this,  e x p o r t s  of m a n y  c o m m o d i t i e s  b e l o n g i n g  to 

e n g i n e e r i n g  i n d u s t r y ,  r u b b e r  i n d u s t r y ,  p l a s t i c s ,  p a p e r  a n d  

t e x t i l e  fi br es  i n d u s t r i e s  s u f f e r e d  g r o w t h  f l u c t u a t i o n s  and s h o w e d  

i n s t a b i l i t y  in t h e i r  g r o w t h  t r e n d s ,  w h i c h  m a y  c a u s e  c o n c e r n  

b e c a u s e  t h e i r  e x p o r t  s h a r e  in t o t a l  has a l s o  b e e n  c o n s i d e r a b l e  

a r o u n d  26 percent. O t h e r  m a n u f a c t u r e d  p r o d u c t s  s e e m  to be g a i n i n g  

g r e a t e r  s h a r e  o v e r t im e and s h o w e d  s t a b i l i t y .  It is t h e r e f o r e  

u r g e n t  an d p r u d e n t  to c o n c e n t r a t e  o u r  e f f o r t s  to e x a m i n e  t h e  

f a c t o r s  r e s p o n s i b l e  for i n s t a b i l i t y  in e x p o r t s  of e n g i n e e r i n g  

p r o d u c t s  and  o t h e r s  so as to s m o o t h e n  t h e  i n f l o w  of f o r e i g n  

e x c h a n g e  e a r n i n g s  an d a c c e l e r a t e  the e x p o r t  g r o w t h  in the future.
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As for e x p o r t s  by c o u n t r y  o f  d e s t i n a t i o n ,  it is o b s e r v e d

that e x p o r t s  g r e w  a p p r e c i a b l y  h i g h e r  to the USA, J a p a n ,  the UK, 

F r a n c e ,  a n d  W e s t  G e r m a n y ,  w h i l e  e x p o r t s  to th e  U S S R  h a v e

d e c r e a s e d  in t he  r e c e n t  p e r i o d  t h a n  be f o r e .  On the o t h e r  h a n d ,

e x p o r t s  to A s i a n  d e v e l o p i n g  c o u n t r i e s  w i t n e s s e d  a s p u r t  in 

g r o w t h .  C o u n t r y w i s e  d e t a i l e d  a n a l y s i s  h a s  i n d i c a t e d  t h a t ,  

a l t h o u g h  no s i g n i f i c a n t  t r e n d  is n o t i c e a b l e  in g e o g r a p h i c a l

d i v e r s i f i c a t i o n ,  e x p o r t  e a r n i n g s  f r o m  i m p o r t a n t  d e v e l o p e d  

c o u n t r i e s  w e r e  r e l a t i v e l y  s t a b l e  d u r i n g  this p e r i o d ,  1974-75 to 

1 986-87. It is t h e r e  f o r e ,s u g g e s t e d  t h at  if g o v e r n m e n t  i n c e n t i v e s  

a r e  t i e d  to p r o m o t e  d i v e r s i f i c a t i o n  to n e w  a n d  p o t e n t i a l l y  

i m p o r t a n t  p r o d u c t s  a nd  m a r k e t s ,  it is l i k e l y  to g e n e r a t e  h i g h e r  

and  r e l a t i v e l y  m o r e  s t a b l e  e x p o r t  g r o w t h  in the future.

In t h i s  s t u d y  a t r a d e  m o d e l  ha s b e e n  e s t i m a t e d  for India

u s i n g  d a t a  f o r  t h e  p e r i o d  1 97 4 -7 5 to 1 9 8 5 - 8 6 ,  in o r d e r  to 

e x p l a i n  v a r i a t i o n s  in I n d i a ' s  e x p o r t s  and i m p o r t s  as wel l as 

d o m e s t i c  p r i c e s -  T h e  e s t i m a t e d  m o d e l  s h o w s  t h a t  d u r i n g  th e 

p e r i o d  in q u e s t i o n ,  the r u p e e  d e p r e c i a t i o n  c o u p l e d  w i t h  e x p o r t  

i n c e n t i v e s  h a v e  h a d  a m a r g i n a l  e f f e c t  o n the  p r i c e  

c o m p e t i t i v e n e s s  of I n d i a ' s  e x p o r t s ,  l a r g e l y  b e c a u s e  t h e i r  

f a v o u r a b l e  e f f e c t  wa s  n e u t r a l i s e d  to a c o n s i d e r a b l e  e xt en t by the 

d o m e s t i c  p r i c e  rise- It s h o u l d  be p o i n t e d  o ut  t h a t  a m a j o r  

l i m i t a t i o n  of o u r  m o d e l  is that it has n o t  c o n s i d e r e d  lags into 

a cc o u n t .  The e f f e c t  of th e r u p e e  d e p r e c i a t i o n  on e x p o r t s  ma y not 

be see n i n s t a n t a n e o u s l y .  E x c h a n g e  r a te  e f f e c t s  on  the d o m e s t L c

p r i c e  c a n  h o w e v e r ,  be p r e s u m e d  to be i m m e d i a t e  s i n c e ,  it s

e f f e c t s  t h r o u g h  i m p o r t s  a nd  i n c r e a s e d  t a r i f f s  a r e  felt by the

p r o d u c e r s  i n s t a n t a n e o u s l y .  O ur  m o d e l  h a s  b e e n  e s t i m a t e d  w i t h  a 

p r e s u p p o s i t i o n  that e x c h a n g e  rate e f e c t s  a r e  i n s t a n t a n e o u s .  The
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s t u d y  ha s  a l s o  r e v e a l e d  that g r o w t h  in w o r l d  d e m a n d  in g e n e r a l  

and I n d i a ' s  e x p o r t - d i v e r s i f i c a t i o n  e f f o r t s  in p a r t i c u l a r  w i l l  

p l a y  a c r u c i a l  role to i n c r e a s e  e x p o r t s  in the future.

V a r i a t i o n s  in I n d i a ' s  i m p o r t s  w e r e  e x p l a i n e d  by f a c t o r s  such 

as d o m e s t i c  real i n c o m e ,  the e f f e c t i v e  e x c h a n g e  rat e for i m p o r t s  

a n d  i m p o r t  p r i c e s .  An i m p o r t a n t  f i n d i n g  is t h a t  d e m a n d  for 

I n d i a ' s  i m p o r t s  h a s  b e e n  h i g h l y  s e n s i t i v e  to t h e  r u p e e  

d e p r e c i a t i o n  and i m p o r t  t a r i f f s  an d t h e r e f o r e  the  r e c e n t  r u p e e  

d e p r e c i a t i o n  s e e m s  to h a v e  c u r b e d  t h e  i m p o r t  d e m a n d

s u c c e s s f u l l y .  But, i n c r e a s i n g  t a r i f f s  h a v e  a l s o  r e s u l t e d  in the 

d o m e s t i c  p r i c e  rise as e s t i m a t e d  in o ur mo de l.  D o m e s t i c  p r i c e s  

h a v e  b e e n  fo un d to be s e n s i t i v e  ( e l a s t i c i t y ,  0 . 6 4 )  to the r u p e e  

d e p r e c i a t i o n  a n d  r i s i n g  i m p o r t  t a r i f f s .  T h e  s u p p l y  p r i c e  

e l a s t i c i t y  h a s  a l s o  b e e n  f o u n d  to be h i g h  at 1.51. It is 

t h e r e f o r e  c o n c l u d e d  tha t the r u p e e  d e p r e c i a t i o n  m a y  f u r t h e r  fuel 

the p r i c e  ris e u n l e s s  p r o d u c t i o n  b o t t l e n e c k s  a r e  r e m o v e d  a n d  t h e  

s u p p l y  p o s i t i o n  is i m p r o v e d .
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Notations used and Data Sources

DOIL - variable to repr^s-r/. w.rid ?il tri:e sh

. E E R X  - E f f e c t i v e  e:-::h3nge rate f r  exports defined by
1

3 - A v e r s. t e f e x r-: r t i n ? e r: t ives as a
:r:'pvrti: r:

vriD -j i ^  -p ^

X P W r,n it

interna*.:

lue
3 “ 1",r ■
• i /■»

L - r i T i C i a i

f  e  x  p  :■ r  t > f i n d  u  s  t  r  i ?. 1 

sti :• -j . ■ IF 3 ) : Ar.nua 1 Issues )

. RGDPI - India's gdp at 1930 pri:es.(IFS)

. RYW - Index of world income at1980 p r i : e s .(IPS)

0 . W P I  - W h o l e s a l e  r r i o e i n  d e x i ri 
India.1978-79=100,RBI,RCF.‘

1 . X Q I ,M Q I  = Q u a n t u m  I n d e x  o f I n d i a ' s  e x p o r  ts a n d  
imports,respectively ,

R B I ,RCF
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Table 1.1
Coi aodit y C o i p osit ioi of Iidia's Iip ort lid Cro i t h  Sat es By SIT C Codes, 1974-75 To 1986-17

Is crore

1974-75 1975-71 1976 77 1977-71 1971-79 1979-10 1910-11 1911 12 1912 83 1913-14 1914 15 1915 16 1916-17 iterate Groath
SIT C C o u o d i t i e s Hates during
code 1974 75 to

1  2 3 4 5 6 7 a 9 I Q 1 1 . . . 1 2 . . .

72

. . 1 3 .  .. 

83

. 1 4 . .

74

... 1 5 -  

77

1986-87 (X)

01 lea t 4 ieat preparations 5 11 18 25 33 41 56 #0 81
1 6
23 .00

03 Pish crustace ans,l ollus cs (preparations 65 126 178 171 221 249 213 280 3 S4 359 3 8 1 4 0 5 529 14 .63

04 Cer eals 4cereal preparations t 19 18 64 127 206 242 386 230 1 2 5 20(1 256 246 24 .70

05 Vegetables I fruits 136 133 158 197 145 182 220 288 2S5 2 9 ; .ib i 3 9 a 624 1 1 . 1 7
OS Sugar,sugar pre parat ions Ihotey 340 475 151) 21 136 15(1 41 64 9 I ' I" ;lii 1 7 . 6 2
07 Coffee,tea,cocoa,spices4ianu. 341 376 481 903 634 681 752 6 4 3 6 5 3 Sis 1 1 8 5 H 7 8 1 1 6 3 9 . 3 5
08 Feeding stuff for aniials 104 10? 257 157 140 168 152 1 55 U 6 2 0 4 [1‘‘ 15 4 ■VI 3 .43

09 Hi s c . edible product4preparations 1 1 4 7 6 7 10 14 ! 3 S3 15 ", 7 13.4(1

12 Tob accol tobac co lanufactures 80 93 97 117 116 114 141 235 'Hi I T S 178 1 7 0 1 8 5 7 93

22 Oil seeds 4ol eagin ous fruit 29 82 n 4 12 27 60 36 4! 40 4? 24 32 1 48

24 Cor k 4aood 9 13 19 21 15 12 4 •} I 1 I i -24 95

26 Textiles fibres4their Bastes 4b 64 52 10 27 91 184 60 1 2 4 is: 73 " 5 216 13.56

27 Crude fertiliserslcrude linerals 33 31 42 48 51 60 68 73 76 7 5 109 nil 137 11 .33

28 Hetalliferous ores4 >etal scrap 191 265 298 268 278 333 344 385 417 433 5 3 0 676 611 9 30

29 Crude a n i i a U t e g .  laterials '1 1 7 87 107 129 128 142 150 216 15! 169 241 225 216 7 48

32 Coa l,cok e&bri quett es 7 17 14 12 6 o 3 4 5 2 I d 6 9 0 .54

33 P e t r o l e u i ,p e t r .productslirelated laterials 14 20 18 16 14 21 25 1235 i586 1818 645 4 1 1 56 .24
42 Fixed teg.oils fatslaaxes 34 36 49 21 14 42 15 17 3 0 55 4? 30 1.31
43 lni ial4» eg.oi ls4fa ts pro cesse dlaai es of aniials or veg origin 1 1 O 4 4 10 4 2 1 12 ‘I [ -0.60

51 Organic cheiicals 8 8 11 10 18 15 14 16 25 3d 54 U 49 15 34

52 Inorganic cheiicals 19 17 20 16 18 17 18 24 15 18 35 23 31 t . 2 0
53 Dyeing,tannin g4col ourin g laterials 23 19 33 36 3 3 44 51 55 6 d 6 " 8(1 75 121 13 .86

54 l e d i c i n a U p h a r i .  products 23 23 23 31 56 87 67 122 112 156 234 I S " 1 6 2 2 2 . 6 6
55 Essential oils4perfuie lat erial s,toi let,p olish inglc leans ing prep 16 14 19 23 20 34 72 145 1 1 6 (4 "1 67 78 17.68
57 lxplosi»es4pyrotechriic products : 1 2 *1 O 1 1 1 1 1 1 -3.37

58 Artificial res inslp lasti ciate rials lcell ulose est erslethers 2 1 4 3 2 3 3 3 4 r' 11 10 .38

59 Che iical s laterialslproducis 9 i 5 4 5 8 6 9 I d It 22 54 32 18 .99

61 Lea ther, leath er ian u.,n. e.s.( dress ed furskins 145 2(11 263 248 328 486 337 369 36 j 429 62 ( 647 731 11 57

62 Rubber lanufactures 13 11 23 o') 20 21 26 35 45 41 74 S3 85 16,06

63 C o r U a o o d  lanufactures 8 6 11 12 14 16 15 17 14 12 14 14 18 5 .72

64 Pap er,paperboard/articles 8 5 6 9 8 5 6 7 r, 6 i, ■■ 7 6 6 .50

65 Textiles y a r n , f a b r i c s ,aade-up arlicles4related products 623 571 710 753 682 979 1020 1030 95: 549 1392 1254 1408 7 .36

66 Kon-ietallic lineral lanufactures 124 187 310 610 756 568 646 811 986 125(1 115? 1 4 5 3 2037 21 .53

67 Iroal steel as 122 388 208 224 106 70 80 51 (8 76 66 it •10 .7 8

68 ton-ferrous letals 91 202 178 99 115 16 16 1 0 26 2- U 42 24 -6.49

69 lan ufact ures of letal 69 83 132 163 139 204 186 221 196 196 1 9 5 16o 165 5 , 5 j
71 Poaer generating iach.4equip 91 111 120 50 72 61 75 S3 i i 65 3 : 7 ii 8 3 1 . 4 8
72 Hackinery specialised for particular inds. 6 8 10 33 48 52 60 7S hi 33 123 114 145 23.17

73 letal aorking lachinery 6 7 1? 16 23 27 27 28 33 34 2c 64 71 15.17



1 2 3 4 S 6 7 B 9 10 11 12 13 14 15 16

74 Gen. ltd M c k i i e r r l e q u i p i e a t 20 24 18 38 48 48 58 96 63 69 93 72 78 13.65

75 Off ice lac k.iau toiat ic d a t a  pro c e s s i n g  e qu ip . 6 5 2 2 2 1 2 2 11 18 11 21 66 23.91

76 T e l e c o u u n i c a t i o n s l s o u n d  r e c ordia i a p p .lequ ipnen t 7 9 10 10 8 8 8 12 16 8 7 c 12 •0.51

71 S l e e t . lack, apptappl iancts , i t .  s , ( e l e c t . parts 57 65 84 72 71 79 100 121 126 101 122 146 178 8.51

71 toa d lek icles 54 67 7T 105 112 133 169 189 162 137 160 152 164 8.93

79 O tt er tra nspor t equip. 13 17 18 11 15 39 27 23 21 16 30 33 31 7.35

81 Saiitary ,plui liiif ,beal in|44 i|tit ia|fi iUres lfilt in|s 3 0 3 4 3 4 5 4 6 4 4 5 o 2.61

12 l u r nitur eslpa rts tiereof 3 3 5 5 5 4 5 i 6 i 4 3 1.83

13 T r a u l  loo ds.ka ndb a i i l s i i i l i a r  con taine rs 4 7 e 9 14 IK 18 24 29 31 43 49 71 24.88

84 irt icles of a p p a r e l i d o t b i t f  accessor ies 118 203 325 329 456 499 566 658 60S 741 985 1106 1406 18.00

85 (oo taear 21 22 30 24 26 34 40 36 33 34 48 50 81 8.99

87 Pro fessi onal s c i e n t i f i c l c o n t r o l l i n j  instrume nts ( ap parat us 3 5 5 4 5 7 12 12 14 11 19 17 20 16.94

88 P h o tojra pkic app .. e q u i p . . s u p p l i e s l o p t i c a l  joo ds 11 13 13 14 IT 25 36 33 32 36 32 26 27 9.69

19 lisc. aai u art icles 65 67 98 516 691 775 190 267 257 281 319 307 3 4 4 ' 10.07

91 Postal p a c k a f e s  not classi. acc. to kind 3 4 5 6 8 12 10 8 13 8 8 6 16 8.82

93 Special t r a n s . k o u o  lot c l a s s i f i e d  acc to kind 3 5 6 14 12 13 12 7 8 16 6 5 23 6.34

C r u d  Total 132 1 4036 4911 5411 ST2C (40 5 ( T U 7846 8803 9771 11744 10847 124 SZ 10.51

Source B o a U l j  f or eijn Trade Sta tisti cs, h p o r t s  and He- E i p o r t s  (Har ch issues). Di r e c t o r a t e  Ce n e r a l  of C o i i e r c i a l  Int el l i i e n c e  an d  S U t i s t i cs i D G C U S l  C a l c u t t a

<19



T a b l e  1.2
Iidia'i liporti to D i f ftreu t C o t tlrit s lid T kt ir C r o i U  lit ei , 1914-15 to 19(6-81

(Is Crore)

C M I T 1 I I S  19T4-T5 197S T6 1976-77 1111-11 1111-19 1919-10 1 9 1 1 1 1  1 9 1 1 1 2  1912-13 1 9 1 3 1 4  1984 15 1 1 1 5 - 1 ( 1 9 1 6 - 1 1  l i e n | t  Cro . t h

lit es d u n i f

1 2 3 4 5 6 7 B 9 1 0 1 1 1 2 1 3

1914-15 to 
1 9 1 6 - 1 1 ^ 1 )

Qi II 4 2 24 2 3 5 3 2 2 1 l 3 ■12.81
ii 61 48 66 83 88 101 92 112 102 95 149 123 146 8.00

2 'i 5 5 5 62 9 9 12 ll 14 17 23 19.00
ah 9 17 24 23 24 15 11 20 32 55 51 36 28 9.82

esh 42 62 55 52 53 91 75 65 37 57 93 129 164 7.45
53 45 115 202 233 164 144 166 211 207 186 225 342 12.26
3 2 2 1 5 3 2 1 2 l 1 3 5 -0 34

ur 5 9 9 9 12 5 3 5 4 o 3 1 1 -16.01
44 46 50 46 49 63 62 67 56 92 135 132 137 10.68

f .IP.of 2 6 17 19 26 21 24 53 12 67 19 29 9 11.93
o s l o i a k u 60 35 45 52 31 43 55 94 53 61 62 70 74 4.49

CD lil 12 24 19 19 29 26 29 34 32 40 38 41 11.00
rsb lep. 53 100 91 72 60 12 86 74 84 H 6 105 110 81 3 20

la 3 5 10 7 91 9 1 8 6 8 8 17 5 1.67
fiepublic of G e n a o y 106 117 230 245 214 319 385 351 343 375 471 513 733 13.79

Deiocratic Republic 35 26 43 34 36 48 49 55 74 64 70 95 88 10.05
r.i 2 2 5 4 2 8 5 11 7 20 16 4 16 45
3 8 7 8 10 11 8 15 14 12 9 10 12 7.19

( 28 44 77 86 105 103 141 128 192 217 174 210 409 18.81
19 14 •. 21 11 16 12 16 17 10 22 20 24 41 4.00

>a 51 52 61 41 81 58 52 92 49 37 31 15 23 -7.69
215 273 146 117 93 96 123 125 74 119 134 95 47 7.85

8 9 12 19 13 11 14 11 6 15 9 12 15 1.06
72 64 47 51 47 61 52 85 57 56 43 34 18 -5 78
52 80 119 101 138 213 152 158 142 164 203 206 311 10.89

296 432 544 506 552 643 598 690 795 826 1061 1164 1334 10.96
15 11 11 5 4 7 10 6 8 4 8 14 . .34
15 16 20 29 36 34 33 26 19 17 28 29 32 3.19
36 47 117 113 120 124 97 133 129 117 116 121 93 5.87

sia 29 33 30 34 45 53 51 41 55 64 71 71 85 9.13
us 6 7 11 11 15 11 12 16 12 11 14 14 21 6.49

ei 1 1 2 2 1 3 5 1 2 4 1 4 3 8.63
42 51 52 59 57 63 78 18 84 108 181 102 103 9.57

ands 72 82 195 137 111 220 152 n o 116 195 182 158 225 5.25
'aland 21 13 14 14 13 23 19 21 20 17 19 16 21 2.00

il 22 31 26 29 27 30 53 12 60 40 36 20 34 2.38
4 5 12 10 11 9 11 10 9 11 13 17 7 55

ippines 4 12 23 13 11 10 6 5 11 7 9 5 7 -3.94
77 88 117 66 65 44 69 41 72 74 94 62 122 0.41

t.l)



1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

Qatar 9 10 20 18 21 16 17 25 30 22 30 22 18 6.51
Saudi irabia 36 60 76 124 133 156 165 180 227 245 245 221 214 14.82
Singapore 37 S3 59 69 80 78 109 122 194 197 191 142 216 15.09
Spain 6 10 13 9 15 21 16 25 36 39 31 28 65 16.32
Srilanka 17 23 39 55 89 128 81 51 97 108 114 81 87 10.93
Sudan 66 37 53 34 45 33 39 29 31 26 18 n 9 -11.31
Sueden 16 13 26 22 24 33 28 32 32 36 37 39 55 9.39
S t i U e r l a n d 16 59 77 53 83 102 111 113 96 121 119 107 159 12.46
Syrian irab IF 7 2 4 8 11 14 11 8 9 3 4 4 3 -2.99
Tan zania Republic 10 17 24 39 36 31 23 29 17 20 16 12 19 1.68
Thailand 12 17 26 26 24 29 45 35 31 43 25 26 63 8.07
Tri nidad I Tobago 1 3 3 3 2 2 2 2 3 6 2 0 1 -0.42
Onited lin gdoi 312 419 212 521 531 506 395 420 457 556 670 524 700 5.80
United States of iierica 374 518 576 677 769 807 743 920 950 1396 1768 1974 2331 14.65
OSS! 421 417 446 657 411 638 1226 1661 1558 1306 1655 2006 1868 16 45
Zaibia 10 6 10 7 8 12 30 18 17 IS 10 7 4 0.18

TOT AL OF iBOfl 3041 3666 4292 4836 5123 5764 5983 6839 6945 7685 9026 9363 10952
C U I D  TOTAL 3329 4036 5143 5411 5725 1411 1)11 •911 3115 1172 11157 11895 12041

Source: is for Table i.I
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28
27
05
77
84
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61
07
53
03
12
85
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78
66
71
83
69
52
54
62
51
74
88
63
73
67
79
87
09
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55
01
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89
42
04

Table A.3

Stability of Export Earnings fro* Different Couodity Groups and tanks

Couodities

2

Index of 
Instability 
(ia increas- 
in̂ order)

textiles yarn,fabrics,nade-up articlesirelated products 0.000221
aetalliferrous oresl letal scrap 0.000234
crude fertilizersicrude siaerals 0.000460
vegetables i fruits 0.000479
elect.aach,appiappliances,n.e.s,ielect.parts 0.000630
articles of apparellclothing accessories 0.000672
crude aniaallveg. aaterials 0.000745
leather,leather aanu.,n.e.s.idressed furskins 0.000847
coffee,tea,cocoa,spicesiaanu. 0.000930
dyeing,tanningicolouring aaterials 0.001166
fish crustaceans,aolluscs ̂ preparations 0.001388
tobaccoitobacco aanufactures 0.001428
footwear 0.001811
feeding stuff for aniaals 0.001839
road vehicles 0.001848
non-aetallic aineral aanufactures 0.002138
poser generating aach.iequip. 0.002451
travel goods,handbags&siailiar containers 0.002526
aanufactures of aetal 0.002918
inorganic cheaicals 0.002986
aedicinal&phara. products 0.003429
rubber aanufactures 0.003493
organic cheaicals 0.003733
gen. ind aachineryiequipaent 0.004636
photographic app.,equip.,suppliesioptical goods 0.005894
corkisood aanufactures 0.007108
aetal working aachinery 0.007216
ironi steel 0.008410
other transport equip. 0.008980
professional scientific&controlling instruaents (apparatus 0.009473
aisc. edible productipreparations 0.012847
paper,paperboard/articles 0.013069
essential oilslperfuae aaterials,toilet,polishiag&cleansing prep.0.013513
aeat 4 aeat preparations 0.013672
aachinery specialised for particular inds. 0.015182
aisc. aanu. articles 0.016304
fixed veg.oils fats&saxes 0.017036
cereals icereal preparations 0.018955

52



1 2 3 4

76 teleconunicationslsound recording app.&equipnent 0.019163
82 furnitures 1 parts thereof 0.025399
26 textiles fibres&their wastes 0.025977
91 postal packages not classi. acc. to kind 0.029007
06 sugar.sugar preparations &honey 0.029129
68 non-ferrous tetals 0.036923
22 oil seeds (oleaginous fruit 0.047464
81 sanitary,pluabiog,heating&lightingfixtures&fittings 0.047992
33 petroleus,petr.productsirelated aaterials 0.051130
93 special trans.kcuo. not classified acc. to kind 0.055667
59 cheaicals •aterialsiproducts 0.085081
58 artificial resins&plasticiaterialslcellulose esterslethers 0.166930
32 coal.cokelbriquettes 0.211066
24 cork Iwood 0.266367
43 aniaal&veg.oils&fats processediwaxes of aniaals or veg. origin 1.141172
75 office aach.&autoaatic data processing equip. 1.346171
57 explosivesipyrotechnic products 1.533864

ill Coaaodities 0.000045

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55

Note: Sale as in Table 4.
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