
CHAPTER-VII 

TERMS OF INDO-SOVIET TRADE 

Some arguments cropped up in the literature that the Soviet Union exploited the 

developing countries through price discrimination al_ld the developing countries had to 

suffer from the innate disadvantage of weak bargaining power which the Soviet Union 

successfully exploited . In 1971, J.R. Carter1 argued that, the underdeveloped countries 

used to pay 15-25 per cent-more to the Soviet Union. In case oflndia and China, 49.2 per 

cent of Soviet exports got more than average price. N.K. Chandra2, for the period 1971 to 

197 4 showed that the Soviet Union charged higher prices of machinery to the third world 

by 35.67 per cent to 68.43 per cent. 

Considering the above arguments the main question that jerk~d the Indo-Soviet 

trade: 

(i) Were the prices that India had obtained from its exports to the rupee payment area 

superior, comparable or inferior to the prices that India obtained from identical exports to 

the general currency area? 

(ii) Were the prices that India had paid for its imports from the rupee payment area, equal 

or lower than the prices that India had to pay for identical imports from the general cur

rency area? 

The Hsinhua Agency used to broadcast that the Soviet Union charged a 20-30 per 

cent higher price than the international price for equipment and commodities supplied to 

India3
. In this way, when the import and the export sides are placed together, the outcome 

is that the terms of trade from rupee trade area are inferior to the terms of trade obtained 

through convertible currency trade. Patil4 clarified this beautifully," Since the trading agen

cies of CPEEC( Centrally Planned East European Countries) and the USSR enter directly 

into negotiations with the private traders or enter into commodity auctions, they can bar

gain for highly competitive price comparable to those obtained by the importers from 
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countries with whom India has convertible currency trade. On the other hand, Indian im

porters have to accept the prices quoted by these countries even if these prices are higher 

than those quoted in the competing free currency trade areas. The Indian importers do not 

have a wide choice to select their supplies when they granted import licenses valid only for 

rupee trade areas". 

One important aspect of Indo-Soviet trade may be explained by an example. Tea 

exports constitute a fairly homogenous category. But it is a fact that the USA and the UK 

generally imported better quality of tea, such as high grade Darjeeling tea, while the Soviet 

Union used to import mostly low and medium grade tea. Such quality differenc~s were 

important for Indian exports of mica and tobacco to the Soviet Union. For exports, unit 

value-based exercises was possible, but for imports, it was not possible; because import 

items differed so much in design, specification and performance. This heterogeneity prob

lem was much more serious. So it wa inappropriate to conclude anything about the terms of 

trade of Indo-Soviet trade on the basis of unit value realizations of individual items. An 

overall index was believed to be more reliable. Moreover, Indian imports of machinery and 

equipment raised another problem. If these imports were credit-financed, it would be natu

ral to find that per unit costs of such imports were higher than per unit costs of ~imilar 

imports from alternative sources with the imports not being credit-financed. A final point 

regarding the import data was that import unit values were not f.o.b. but c.i.f.; which caused 

distortions since it was impossible to deduce whether differentials reflect differentials in 
' . 

costs or in insurance and freight. 

The first work on the terms oflndo-Soviet trade was done for 1950s. Subsequently, 

for 1960s and for 70s, some works were done. One of the earliest exercises of terms of trade 

of Indo-Soviet trade was done by S.Sen5 in 1965. He also, due to heterogeneity problem, 

did not take up import part. He only dealt with India's exports to the Soviet Union and 

considered three categories of commodities: tea, tobacco and iron ore. It is seen from his 

exercise that the unit value realizations from tea exports to the Soviet Union were inferior 

to Italy, Sweden, USA or UK. This result is also true for iron ore and tobacco. In 1975, 

Sebastian6 also made similar exercise for the period 1958-59 to 1965-66, where he consid

ered ·IS export and 25 import items. Result of this exercise had shown that unit values 

realised from exports to the Soviet Union in comparison with USA and UK are better for 
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tea, coffee, black pepper and vegetable oils, cardamom, mica, castor oil and colr manufac

tures; unit values realised were lower for hides & skin and ~ool. Sebastian's import results 

showed that unit values paid for imports from the Soviet Union were expressed to be lower 

than unit value from alternative sources of imports. He found support for his view in the 

works of Dharam Narain, Jagdish Bhagwati, Padma Desai and the National Council of 

Applied Economic Research7 

In the exercise made by Narain~ in 1971 where he showed that for both exports and 

imports, the terms were more favourable in trade with the Soviet Union and East Europe. In 

1974, Ambegaokar's exercise showed that for exports, the unit value index was better for 

the Soviet Union and East Europe, but for imports, the unit value index was better for other 

countries. In 1983, extending the time period upto 1980-81, K.N.Mehrotra9 argued that the 

unit value realised had been better for the rupee payment area than for the general currency 

area except whole cashew kernels and cardamom. On the import side, the cost of crude 

petroleum, in 1980-81 was less in rupee payment area than that of general currency area. 

Santosh Mehrotra10 analysed terms of Indo-Soviet trade at both an aggregated as 

well as a disaggregated level which revealed that the unit value index of India's exports to 

the USSR rose over the seventies, however, the dramatic oil price increase of 1973 and 

1979 had more than offset the improvements in exports prices. Considering that oil consti

tutes such a high proportion of Soviet exports to India, it has enormously increased Soviet 

purchasing· power over Indian go~ds. There was, in fact, a sudden increase in Soviet im

ports from India after the 1979 oil price increase in particular. Overall India's terms of 

trade were not any more unfavourable than her terms of trade with the rest of the world. 

According to Dipak Nayyar, the terms of trade under bilateral agreements were probably 

favourable to India and at any rate, no worse than those obtained from other countries. 

Asha Datar, taking into account the sum total of imports and exports, was of the opinion 

that India's net terms of trade were probably worse with the East Euro~ean countries than . 

with the rest of the world. 

In order to study the terms of trade of Indo-Soviet trade, M.S.Goel 11 did a compara

tive examination of unit value realisations for ten commodities for the time period 1961-62 

to 1980-81. On the basis of his analysis, it can be said that except two commodities, viz. jute 
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manufactures and tobacco, the USSR did not buy cheap from India. India received higher 

or competitive price from USSR for her exports to that country as compared to other coun .. 

tries like USA and UK. In case of jute manufactures and tobacco also, the difference in unit 

values may be attributed to difference in quality of goods exported to the USSR. 

In case of imports, it was found that for most of the cmmmodities the USSR charged 

comparatiyely lower or competitive prices from India. So, it can be said that unit values of 

imports from and exports to USSR have generally been favourable to India. In order to 

substantiate the point that India did not sell 'cheap' to and buy 'dear' from the Soviet 

Union, Goel compared in regard to USSR-India' a unit value index of imports and exports 

with that of India's unit value index of imports and exports with the whole world. The time 

p.eriod was taken from 1960-61 to 1975-76, by br~aking it into two seperate periods, i.e. 

1960-61 to 1964-:65 and 1965-66 to 1969-70. Due to change in commodity composition in 

this time, two separate periods are chosen. In the first period as well as in the second period, 

India's barter terms of trade were generally favourable to India. Only in 1961-62, and 

1969-70, net barter terms of trade witnessed unfavourable trend. A comparison of India's 

terms of trade with the Soviet Union and with the whole world shows that during the first 

period, India was having favourable terms of trade with the Soviet Union. In the later 

period, however, the comparison shows that India's terms of trade with the USSR was 

lower than India's terms of trade with the whole worlc;l. 

Dharam Narain 12 found that the unit values of exports to the socialist countries were 

generally more favourable to India. According to Sumitra ChistP 3
, export prices which 

lndia received were not less than those received from the rest of the world. In case of . . 

imports, the lowest prices were charged by the USSR. 

Bibek Debroy14 did a splendid job on the terms of trade of Indo-Soviet trade. The 

first work was done by him alone.covering period 1980-81 to 1986-87. The second work 

covered the period from 1983-84 to 1988-89, and this work was simultaneously done by 

Bibek Debroy, Ramesh Behl and L.D.Mago 15
• 

ln his first work, Bibek Debroy considered thirty-five items of exports. According 

to his exercise, unit values were superior for exports of tea of all categories, chilies and 

cassia to the Soviet Union. The unit values were generally inferior fo~ exports of whole 
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cashew kernels, coffee of all types, dueled rice bran, soybean and sandal wood oil to the 

Soviet Union. As a whole, unit values realisation for exports to the Soviet Union were 

relatively more favourable till 1981-82, but have become more unfavourable since then. 

There is a clear temporal trend since 1982-83, but the differential was particularly large in 

1982-83 and 1985-86. Though heterogeneity problem is more serious in case of import, 

Debroy tackled this problem carefully. For the same period taken for exports, he consid

ered 15 items of imports, and showed that unit values paid for imports from the Soviet 

Union were perceptibly lower for asbestos rock, urea and alpha naphthylamin. For crude 

petroleum, barring a couple of years, unit values hav_e been higher for imports from the 

Soviet Union. As a whole, towards beginning of the decade, imports from the Soviet Union 

cost less than imports from other countries. But since 1985-86, the trend has been reversed 

and imports from other countries would have been cheaper, had they, of course, been pos

sible. The terms of Indo-Soviet trade were relatively more favourable in 1980-81 and 

1981-82, they were markedly inferior in 1985-86 and in 1986-87. Here it should be noted 

that the period 1985-86 was marked as the beginning of the period of Gorbachev and his 

revolutionary doctrine Perestroika. This means that with the introduction of Gorbachev 

period, imports from the Soviet Union became unfavourable. 

The favourable terms of trade of Indo-Soviet trade is no longer as. compelling an 

argument in favour of rupee trade in the 1980s as it used to be in the 1960s and the 1970s. 

In his second work, with Behl and Mago, Debroy cqvered the period from 1983-84 

to 88-89. They divided the period into two parts, as there was a switchover to the harmo

nized commodity description and coding system in 1987-88. Consequently, this raised some 

problems of matching. However, they matched the data, though it was not satisfactory, as 

they are not one to one as one moves from the 7 -digit to the 8-digit system. About 400 items 

were chosen at the 7-digit level for the years 1983-84 through 1986-87 and about 1000 

items were chosen at the 8-digit level for the years 1987-88 and 88-89.This is shown in the · 

·following Table-I: 
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Table-I 

NUMBER AND SHARE OF CHOSEN ITEMS 

Year India's total Number of India's export.'t Share of 

exports to chosen of chosen item.tt chosen 

tlte USSR item..-. at to tlte USSR items in 

(R.\·.) 718 dig# (R.ot.) total 

level Indian exp 

to tlte USSR 

19- (%) 

83-84 12199849195 395 8897253774 72."93 

84-85 18670619147 479 13168576487 70.53 

85-86 19860413973 439 13417581376 67.56 

86-87 18594960159 456 13498273848 72.59 

87-88 19639781256 1024. 17502678261 89.12 

88-89 26081732553 990 23383490759 89.65 

Source:Debroy,Behl & Mago(1992) 

Item by item, the unit values show quit desperate results. For marine products, in 

1983-84 and 84-85, the unit value realisations(uvr) were substantially higher in the case of 

the USSR. In 1985-86 and later, the higher uvr were obtained for exports to the USA and 

the EEC. Again, basamati rice was· exported at lower price to the Soviet market. But ex

ports of cashew kernels, spices, dyes, pigments and leather poducts show no particular 

trend. The uvr for coffee exports were lower in the Soviet Union. On the other hand, tea 

exports to the Soviet Union fetched higher prices.B~fore 1986-87, groundnut got good 

prices in the Soviet market, but in 1986-87 the picture became opposite. In order to clarify 

the above argument, Debroy,Behl and Mago constructed an index shown in the following 

Table-II: 
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Table-II 

Ratio of Unit Value Realization to the USSR by Unit Value 

Realization to the USA and the EEC (Index) 

Year USA EEC USA+EEC 

alone alone ~1 

1983-84 105 96 101 

84-85 99 94 98 

85-86 85 88 89 

86-87 76 81 68 

87-88 71 81 76 

88-89 68 64 67 

Source:Same as Table-!. 

An index above 100 reflects the desirability of exporting to the Soviet Union and an index 

below 100 reflects the desirability of exporting to the USA or the EEC. From Table·ll, it is 

clear that the Soviet Union was a better market in 1983-84 than the USA, but worse than the 

EEC. Since 1984-85, the USA and the EEC became better market than the Soviet Union. 

The uvr for exports to the Soviet Union were worse than uvr for exports to the USA and 

EEC. The same exercise was done with a reduced set of items which is shown in the follow

ing Table-III: 
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Table-III 

Number and Share of Chosen Items 

(Reduced) 

Year India's total 

exports to 

tlte USSR 

(Rs.) 

19-

83-84 12199849195 

84-85 18670619147 

85-86 19860413973 

86-87 18594960159 

87-88 19639781256 

88-89 26081732553 

Number of 

(reduced) 

chosen 

items at 

718 digit 

le1'el 

98 

125 

110 

130 

264 

231 

Source:Same as Table-!. 

India's exports 

(reduced) 

of cltosen items 

to tlte USSR 

(Rs.) 

4681587327 

6822122722 

6705786564 

7275213486 

8222997050 

10143599044 

Sltare l~{ 

(redticed) 

eltosen 

item•• in 

total 

Indian exp 

to tlte USSR 

(%) 

38.37 

36.54 

33.76 

39.12 

41.87 

38.89 

This reduced set consists of around 1 00 items for the years 1983-84 through 1986-

87 and around 250 items for 1987-88 and 88-89. The index computed from the reduced set, 

shows some divergences which is shown in Table-IV: 
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Table- IV 

Ratio 6'f'Unit Value Realization t? the USSR by Unit Value 

Realization to the USA and the EEC (lndex)(Selected Items) 

Year 

83-84 

84-85 

85-86 

86-87 

87-88 

88-89 

USA 

alone 

98 

94 

89 

91 

79 

72 

Source:Same as Table-!. 

EEC 

alone 

98 

97 

72 

82 

74 

72 

USA+EEC 

95 

93 

79 

82 

76 

69 

ln the above table, the deterioration in 1988-89 is less marked compared to Table-II; and in 

the above table, the USA is seen to have been a better market than the Soviet Union. From 

these exercises, it was concluded that uvr showed desperate trends at the itemwise level.. 

But overall, and this comes outin the index, uvr for exports to the Soviet Union have been 

inferior to the uvr for exports to the USA and the EEC. ·Moreover, the differential has 

become wider over the decade of the 1980s. 

They also made the same exercise for the import side. But heterogeneity raised 

more serious problems than in the case of exports. About 300 items were chosen at the 7-

digit level for the years 1983-84 through 1986-87 and about 500 items were chosen at the 8-

digit level for the years 1987-88 and 1988-89. This is shown in the following Table-V: 

218 



Table-V 

Number and Share of Chosen Items 

Year India's total Number of India's imports Sltareof 

imports from chosen of chosen items chosen 

the USSR items at from the USSR items in 

(Rs.) 718 digit (Rs.) total 

level Indian imp 

from the USSR 

19- (%) 

83-84 16456286340 385 1611596558 9.74 

84-85 17881034399 298 2214826711 12.39 

85-86 16775116077 262 2195970463 13.09 

86-87 10057913289 291 2226276854 22.13 

87-88 16077662622 537 9978856725 62.07 

88-89 12578745786 524 4390435916 34.90 

·Source: Same as Table-I. 

Crude minerals, hydrocarbons and their derivatives, inorganic chemicals, construc

tion materials, glass and glassware were imported at a lower price from the Soviet Union as 

compared with the prices at which they were imported from the USA and the EEC. On the 

other hand, organic chemicals were imported at a higher price from the Soviet Union. And 

manufactured fertilizers show no clear trend, as is the case'with paper and paperboard. 

Like export case, a summery index is constructed, which is a measure of the pay-

' ment differential. An index below 100 reflects the desirability of importing from the Soviet 

Union and an index above 100 reflects the desirability of importing fn;>m the USA or the 

EEC. This index is shown in the following table: 

Table-VI 
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Ratio of Unit Value Paid to the USSR by Unit Value 

Paid to the USA and the EEC (Index) 

Year USA EEC 

alone alone 

83-84 

84-85 

85-86 

86-87 

87-88 

88-89 

28 

40 

40 

54 

43 

68 

Source:Same as Table-1. 

44 

45 

92 

65 

87 

83 

USA+EEC 

41 

43 

87 

68 

88 

81 

According to the table, imports from the Soviet Union were cheaper in general, and 

the differential was more in the case of the USA. But .the differential had been narrowing 

down 

over time . In the exercise of the reduced set, only about 20 items were taken for 1983-84 

through 1986-87 and around 60 items for 87-88 and 88-89.This is shown in the following 

table: 
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Table-VII 

Number and Share of Chosen Items(Reduced) 

Year India'~· total Number of India's imports Share of 

imports from chosen of chosen items chosen 

(reduced) (reduced) 

the USSR items at from th~ USSR item..{j in 

(R.{j.) 718 digit (Rs.) total 

level Imlian imp 

from the USSR 

19- (%) 

83-84 16456286340 19 184721667 1.12 

84-85 17881034399 17 738446967 4.13 

85-86 16775116077 20 935280822 5.58 

86-87 10057913289 22 989515591 9.84 

87-88 16077662622 57 710922819 44.22 

88-89 12578745786 58 818901760 . 6.51 

Source:Same as Table-1. 

The high percentage figure of 1987-88 was due to the fact that crude petroleum was 

obtained from the EEC in 1987-88.The index computed from the reduced set shown in 

Table-VIII indicated some divergences from the Table-VI. There is no marked differential 

between the unit prices paid to the USSR and the USA. In 1987-88, the unit value index 

being unfavourable for the Soviet Union is explained by the higher price paid for crude oil. 

In this index, the differential has not been narrowed over time. 
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Table-Vlll 

Ratio of Unit Value Paid to the USSR by Unit Value 

Paid to the USA and the EEC (Index)(Selected items) 

Year 

83-84 

84-85 

85-86 

86-87 

87-88 

88-89 

USA 

alone 

67 

94 

92 

60 

79 

72 

EEC 

alone 

93 

32 

88 

90 

103 

86 

. Source: Same as Table-!. 

USA+EEC 

79 

32 

89 

85 

104 

84 

Regarding the import case, it was concluded that unit values paid for imports from 

the Soviet Union were lower than unit values paid for imports from the USA and the EEC. 

But this was largely due to imports of Soviet machinery and equipment, which is a hetero~ 

geneous group and a group for which unit value comparisons may not make much sense. But 

for this particular group, the differential in prices paid to the Soviet Union has widened 

over the decade of the 80s. 

As the export and import gave a contradictory trend, so a relative terms of trade 

indicator was constructed, and the value of the index of indicator in excess of 100 explains 

the desirability of exporting to the USSR and below 100 menas the desirability of import

ing from that country. The value of the relative terms of trade indicator in excess of 100 

indicates the better terms of trade obtained in trading with the USSR as compared to trading 

with others. And below 100 means a case of inferior terms of trade. These are shown in 

Table-IX and in Table-X: 
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Table-IX 

Relative Terms of Trade Indicator( all items) 

Years USA EEC USA+EEC 

83-84 375 217 246 

84-85 247 209 228 

85-86 213 96 102 

86-87 141 125 100 

87-88 165 93 86 

88-89 100 77 83 

Source: Same as Table-!. 

Table-X 

Relative Ter~s of Trade Indicator( reduced) 

Yean~ USA EEC USA+EEC 

83-84 146 105 120 

84-85 100 303 291 

85-86 97 82 89 

86-87 152 91 96 

87-88 100 72 73 

88-89 100 84 82 

Source: Same as Tab le-I. 

From Table-IX, it can be concluded that the terms of trade in trading with the Soviet 

Union had been better than with USA. Though the year 1987-88 shows value in compari

son with 1986-87, the differential had narrowed down over the years and ultimately that 

gap was eliminated by 88-89.lfEEC is considered, then also the terms of trade were better 

in trading with the Soviet Union in 83-84, 84-85 and 87-88. In other years, the reverse was 

the case. The terms of trade were better in trading with the USSR from 83-84 through 85-
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86 if the USA and the EEC are considered together. In 87-88 and 88-89, the terms of trade 

became better in trading with the USA and the EEC. Table;X with reduced items does not 

differ markedly with the conclusion of Table-IX. The terms of trade in trading with the 

USA was better only in 85-86 than with the USSR. In comparison with EEC, Table-X 

differs with Table-IX only in 1986-87. Table-X shows 86-87 had a better trading with the 

EEC. Table-XI shows the export items considered in the earlier discussion. The representa

tion is more in the latter years. 

Table-XI 

Export Items Considered 

Year 

19-

83-84 . 

84-85 

85-86 

86-87 

87-88 

88-89 

Va/ue.fi of Exports of item\' 

considered(Rs.) 

8474752319 

12704272271 

12994914311 

12532101585 

17564151245 

22684276710 

Source:Same as Table-l 

Slzare of item.tt con.tti

dered in total Indian 

exports to the USSR(%) 

69.47 

68.04 

63.43 

67.40 

89.43 

86.97 

Table-XII shows the import items considered earlier. These items accounted for 

between 50- 60% of total imports from the Soviet Union with only exception of 88-89. 
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Table-XU 

Import Items Considered 

Year 

19-

83-84 

84-85 

85-86 

86-87 

87-88 

88-89 

Values of Imports of item.•• 

con.\·iderecl(Rs.) 

9009149125 

9754889781 

8422593111 

5033634189 

9022471947 

4015338262 

Source:Same as Table-1. 

Share of item.'i consi

dered in totallndia1~ 

imports from the USSR(%) 

54.75 

55.55 

50.21 

50.05 

56.12 

36.69 

Table-XIII shows unit value index both for export and import. 

Table-XIII 

Terms of Trade Indicators 

Year.'i Export unit Import unit Net Barter tit Income tit 

19- Value Index Value Index 

83-84 

84-85 

85-86 

86-87 

87-88 

88-89 

100 

87 

91 

118 

100 

144 

100 

115 

117 

92 

100 

242 

Source:Same as Table-1. 

100 

76 

78 

129 

100 

59 

225 

100 

130 

132 

161 

100 
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The above table shows a deterioration in export uvr in 84-85 and 85-86 and im

provement in 86-87. There was a further improvement in export uvr in 1988-89. The im

port unit value index shows an increase in 84-85 and 85-86 and a decline in 86-87. In 88-89; 

a sharp increase is observed.Ifthe net barter terms of trade is judged, then from Indian point 

of view, a sharp worsening in 84-85, 85-86 and in 88-89 is observed. Only in 1986-87, 

there was some improvement. A series of improvement are shown in income terms of trade 

from 83-84 to 86-87. But in 1988-89, there was a sharp worsening in income terms of trade, 

which can be explained due to steep increase in the import prices. 
I 

The above exercise had been repeated by Debroy, Behl and Mago with selected 
' . 

items. Table-XIV shows the selected export items considered account for around 35-40 per 

cent of India's total exports to the Soviet Union. 

Table-XIV 

Export Items Considered(Selected) 

Year Values of Exports of items Share of items consi-

(selected) (selected) 

considered(Rs.) dered in total Indian 

19- exports to the USSR(%) 

83-84 4688347334 38.43 

84-85 6586487341 35.28 

85-86 6617844649 32.32 

86-87 6816910229 36.66 

87-88 8692104662 41.20 

88-89 9683"566450 36.74 

Source: Same as Table-1. 
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Table-XV shows the selected import items. 

Table-XV 

Import Items Considered(Selected) 

Year Value.\' of imports of items Sltare o.f items consi-

19-

(. .. elected) 

considered(Rs.) 

83-84 7802324060 

84-85 8544338590 

85-86 7412535570 

86-87 4103073320 

87-88 7165261082 

88-89 2141949388 

Source: Same as Table-1. 

·Table-XVI 

(. .. elected) 

dered in total Indian 

imports from the USSR(%) 

47.41 

47.78 

44.19 

40.79 

44.57 

17.03 

Terms of Trade lndicators(Selected Items) 

Years Export unit Import unit Net Barter tit Income tit 

19- Value Index Value Index 

83-84 100 100 100 100 

84-85 102 116 88 121 

85-86 104 115 91 123 

86-87 119 82 145 178 

87-88 100 100 100 100 

88-89 107 109 98 109 

Source: Same as Table-1. 
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Table-XIII and Table-XVI give a series of conclusions: 

(a) Export unit value realizations for non-manufactured iterhs have been vir;tually stagnant, 

with the exception of an improvement in 86-87. 

(b) Export unit value realizations for manufactured items dropped in 84-85 and 85-86. 

(c) Export unit value realizations for manufactured items increased sharply in 88-89. 

In case of reduced set of imports, only 8 items were left for the years 83-84 through 

86-87 and 30 items for 87-88 and 88-89. This reduced set accounted for between 40-45 per 

cent of India's import basket from the Soviet Union except 88-89. The drop in 88-89 was 

due to a sharp drop in the volume of crude oil imports. In 1988-89, only 664000 tons of 

crude oil was imported, whereas 3817000 tons were imported in 87-88, i.e. only 17.39 per 

cent of the 87-88 amount was imported. Regarding imports, the following conclusions 

were emerged: 

(a) Import prices were higher in 84-85 and 85-86 due to an increase in the prices of non

manufacrued items, which implied an increase in the price-of crude oil. 

(b) Due to fall in crude oil prices and prices of non-~anufacttired items in 86-87, import 

prices fell. 

(c) In 1988-89, a sharp increase in the prices of imports of Soviet machinery and equipment 

was observed, but whether this was 'true for 1987-88 or not could not be checked because of 

the peculiar nature of the index number. 

From the analysis of the net barter terms of trade and income terms of trade in 

Table-XIII and Table-XVI, the following conclusions were drawn by Debroy, Behl and 

Mago: 

(i) Due to increase in import prices of crude oil and due to the lower export unit value 

realizattions for manufactured items, the net barter terms of trade, from India's point of 

view, were worsened in 84-85 and 85-86. 

(ii) In 86-87, the net barter terms of trade improved sharply due to an improvement in 

export unit value realizations for non-manufactured items and fall in prices of crude oil 

imports. 

(iii) The sharp increase in prices of imports of Soviet machinery and equipment was neu-
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tralized by the improved export unit value realizations for manufactured items. But overall, 

the net barter terms of trade deteriorated marginally. 

(iv) Due to an increase in the volume of exports of non-manufactured items, and a partial 

increase in the exports of manufactured items, the i.ncome terms of trade were improved in 

1984-85. 

(v) Due to the drop in crude oil prices in 86-87, the improvement in the income terms of 

trade in that year is much more marked in Table-XVI than in Table-XIII. 

(vi) The income terms of trade in Table-XVI reveal that a marginal improvement, as com

pared with the sharp drop in Table-XIII. This indicated that sharp hike in the import prices 

of Soveit machinery and equipment in 88-89. 

The deterioration in the terms oftrade of Indo-Soviettrade, both cross-sectionally 

and temporally, is reason for concern. 

Kishore G. Kulkarni's study16 wanted to examine whether international trade ben

efited LDCs.For this purpose, he tested the behavior of Indian terms of trade statistically .. 

So, he hypothesized that the terms of trade was determined by the export growth rate, 

import growth rate and growth in the trade balance.He tested the equation of the following 

form: 

TOT= al + a2log Ex+ a3log Im + a4 TRBGR 

where TOT= terms of trade 

log Ex = log export 

log Im = log import 
; 

TRBGR = growth rate of trade balance 

By using the time series date for a particular period, regression result is as follows: 

TOT= 1.979 + 0.0783 log Ex- 0.1367 log Im-0.00000626 TRBGR 

(5.62) (0.4771) (0.842) (-0.04624) 

R2=0.1429 

Durban Watson Stat=0.6981 

Standard Error of the Regression=O.l659 

It is clear that the hypothesis of TOT dependenc){ is not empirically supported. 

Because R2 is very low and D-W stat is unacceptably low. Also no figure passed t-test. 
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So, Kulkarni concluded that the terms of trade of the Indian economy did not dete

riorate significantly; and they were not significantly determined by the imports, exports 

and trade balance of the economy in the period between 1960-87. 

In the above discussion of terms of trade, the period has been covered upto 1988-89. 

Raw data on Indo-Soviet/Russian trade are available from the DGCI & S for the period 

upto 1994-95 on floppy. Naturally, data only on Indo-Russian trade are available only for a 

very limited period. So, a viable study of terms oflndo-Russian trade has not been possible. 

In spite of this difficulty, an exerci.se has been made on only,relative terms of trade between 

these two countries taking 1988-89 as the base year. In order to obtain the relative terms of 

trade indicator, a straight-forward division of the export index by the import index has been 

done. This is next multiplied by 100. A value of the relative terms of trade indicator in. 

excess of I 00 indicates the better terms of trade obtained in trading with the USSR/Russia; 

and below 100 indicates inferior terms of trade with the country. 

While constructing export/import index, Walsh system of weighting in index num

ber was followed17 . It should be noted here that all the items traded in this time period have 

been taken into consideration. 

Table-XVll 

Terms of Trade Indicator 

Year Export Index Import Index 

Terms of Trade 

1988-89 ' 100.00 100.00 

1989-90 170.90 202.40 

1990-91 212.20 268.00 

1991-:92 143.50 167.80 

1992-93 38.08 107.03 

1993-94 44.14 103.50, 

1994-95 79.44 237.35 
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100.00 

84.00 

79.00 

85.00 

35.00 

42.64 

33.46 



It is clear from the above table that the terms of trade are inferior in trading with 

USSR/Russia. Specially, since 1992-93 onwards, the terms of trade has become more infe

rior in trading with Russia. It indicates that trade relation between the two countries after 

the disintegration has become worsened. 
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