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CHAPTER-IV 

INDO-SOVIET TRADE UPTO 1985 

Trade relation between India and the erstwhile Soviet Union was originally started 

. with the signing of the 'Indo-Soviet Trade Agreement' on December 2, 1953, though this 

first bilateral trade agreement was concluded in 1948-49. It is really astonishing why it took 

six years to sign the first trad~ agreement after the establishment of diplomatic relations 

between the two countries. Indian journalist Bhagat Vats 1, in his book "Foreign Intrigue 

Against India" examined the reasons. According to him, firstly, the British rulers imposed 

a number of directives to prevent contact between India and the Soviet Union. Secondly, 

some of the British appointed members of the Indian Civil Service were made anti-Soviet 

in attitude and as a result, these officers did not develope serious relations with the Soviet 

Union. However, Nehru made a considerable efforts to convince these bureaucrats in favor 

of India. 

The first trade agreement singed for the period 1954-58, created the solid founda

tion for the systematic expansion of trade relations between the two countries. But an 

agreement on sea communication was concluded in 1950. This further was followed by a 

· barter trade agreement in June, 1951 when the Soviet Union agreed to supply wheat in 

exchange of Indian tea, tobacco and jute. At that time India had considerable shortage of 

food and the Soviet Union extended its helping hand and infact, 'the first Soviet grain 

shipment arrived in Bombay before the agreement was signed' 2 . "The first trade agreement 

attached to both countries' trade ties a regular and stable character", said Mr. M.A. Kiselyov3
, 

former Head of Department of Trade with Assian countries, USSR Ministry of Foreign 

Trade,"as it established the necessary trade, political and juridical norms for the parters' 

mutual relations, especialiy the most-favoured-nation treatment in trade". This first five 

year trade agreement laid firm foundations for planning the development of trade between 

the two countries. The government of India and the government of the Union of Soviet 

Socialist R~publics, with a view to developing trade relations between the two countries, 



.. ;. 

agreed on the conditions enumerated in ten Anicles of the first tive year Indo-Soviet trade 

agreemen~. In Article I of the Agreement it was clearly stated\"both the governments will, 

in every possible way, develop and strengthen the trade relations between the two countries 

on the principles of equality and mutual benefit". There were thirty-nine heads in Schedule 

A for exports from the USSR to India. Among them, important items were food grains, 

crude petroleum, petroleum products, iron and steel, timber, cellulose, boring equipment, 

mining equipment, textile machinery, tractors, printed matters etc. And in Schedule B, 
twenty items were listed for exports' from India to the USSR. The main items were jute, 

' 

m8;nufactures, raw wool, tea, coffee, tobacco, spices, leather, different oils, raw materials 

for medicines. 

During the period of the first five-year trade agreement signed in 1953, there had 

been a steady growth of trade between the two countries, its turnover rose from Rs.l.75 . 

crores in 1953-54 to Rs.43.11 crores in 1958-59. The rate of growth was much more than 

. the rate of growth of India's foreign trade in general. The list of goods to be imported from 

the Soviet Union reflected the role which she was playing in India's industrial develop

ment; it included various types of industrial equipments and plants, raw materials, power 

and oil drilling equipment, machinery for coal mining, irrigation projects and large variety 

of machine tools and instruments. The schedule of goods to be exported from India, on the 

other hand, showed the Soviet Union's preparedness to buy from her not only traditional 

items of her exports but also a variety of manufactured goods. 

Soviet imports from the Less Developed Countries fell into two major categories: 

first, there were raw materials such as cotton, wool, rubber, hides and jute; and secondly, 

there were foodstuffs like cocoa, ric.e, citrus fruits, oranges, huts, tea and coffee. Each items 

of these raw materials was a major Soviet import in the.l920s.When the USSR began tore-· 

emerge on the capitalist world market after 1953, it was these·raw materials and foodstuffs 

which were imported before the USSR had any political ties with countries exporting these 

commodities5
. 

Since the first five-year trade agreement, Indo-Soviet trade hsd been developing on 

the basis of five-year inter-governmental agreements. From 1954 to 1990, two countries 

signed seven long-term trade agreements. From a sum of Rs.l.09 crores in 1952-53, bilat-
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eral trade between the two countries stood at Rs.69247303.165 when the erstwhile USSR 

splintered. 

On the basis of MFN principles five-year trade agreements laid down the inter

governmental basis for export-import operations between Soviet foreign trade organiza

tions and Indian public and private companies. The distinguishing feature of these agree

ments was that they had provided for possible extended nomenclatures of exports by both 

sides and had not made any limit either for the type of goods or their quantities6 . Every 

year, the governments of both countries used to sign protocols which would specify the 

volume of goods indicated broadly in the five-year trade agreements. In spite of the long

term trade agreements, the main idea behind the signing of protocol was to exceed the 

target set in the agreements. For example, the target in trade agreement 1971-75 was to 

increase trade by 25 per cent, but actual increase happened was 60 per cent. The increase in 

trade became pqssible by larger physical volumes and an extension of mutual exports. An 

important factor promoting the successful development of lndo-Soviet trade was its mutu

ally beneficial character. The USSR and India were not competitors, rather the two coun

tries' economies successfully supplemented one another. It was a good example of the 

mutually beneficial international division of labour7
. 

In keeping these seven trade agreements, all accounts connected with Indo-Soviet 

trade, were settled in Indian rupees. In India, this was often termed as rupee trade mecha

nism. A distinguishing feature of this mechanism is that all the returns the then USSR 

obtained from the sale of its goods on the Indian market and from repayment of loans 

granted to India were spent on the purchase of Indian products. Therefore, in its trade with 

the USSR, India never faced the problem of having to discharge its debts in freely convert

ible currencies as was the case in its trade relations with the capitalist countries. Andrei· 

Muravyov.~ remarked that rupee trade guaranteed India a market for its goods. He also 

added that it had helped India save considerable sums of h~rd currency which would have· 

been required to pay for the import of machines, other equipment and raw materials from 

the USSR. This mechanism enabled India to repay loans extended by the USSR for financ

ing the construction of enterprises and other projects with deliveries of Indian goods. As a 

result, India did not confront with the problems of repayment of debts in hard currency. 

Commenting on rupee trade, Subrata Banerjee9 said,"Rupee trade with the Soviet Union 
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has helped to establish the quality and acceptability of many our industrial products even in 

. the advanced capitalist countries". Girish Misra10 said that the rupee payment arrangement 

between India and the Soviet Union had poured cold water on neo-colonialist designs . 

. 
Till the disintegration ofthe erstwhile Soviet Union, Indo-Soviet trade can be divided into 

three phases'': first phase consists of 1950-51 to 69-70. In this phase, the rate of growth of 

Indo-Soviet trade was 60 per cent. Second phase consists of 1970 to 19.85 when growth rate 

sharply fell down to 18 per cent; and the third phase is 1985 onwards and up to the disinte

gration , when growth rate was 15 per cent with 77.77 per cent growth rate in 1990-91. 

Excluding this year, growth rate has come down to. 2.65 per cent. 

The second Indo-Soviet Trade Agreement signed on November 16, 1958 coincided 

with the S'econd Five-Year Plan oflndia. This trade agreement was popularly known as the 

"Rupee Trade Agreement". This trade agreement consisting of twelve Articles had 55 heads 

of commodities for exports compared to 39 heads in the first agreement. But only 23 heads 

were earmarked for exports from India to the Soviet Union compared to 20 in the first 

agreement. New export items of the USSR were Fello-alloys, Lead, Tin, Zinc, Aluminium 

ingots and rods, Platinum, Cables, Sulpher, Wood pulp, fenilisers, Caustic soda, isotopes, 

drugs and medicines, railway sleeper, refractories etc. _And the new items of Indian export 

side were Mica, opium. raw, choir and choir products. Under the stimulus of the second 

five-year Indo-Soviet Trade Agreement, trade turnover between the two countries had more 

than doubled, increasing froni Rs.43 .11 crores in 1958-59 to Rs.86. 89 crores in 196:2.-63. 

During this period, India became net exporter to the USSR as against the net importer 

during the previous five years. 

The third five year Indo-Soviet trade agreement signed on June, 1963 became op- ; 

erative on and from 1st January, 1964. Having 13 Articles, this trade agreement was very 

much significant, because the items of export from India to the USSR were increased and 

diversified to a greater extend. By then, under the Third Five Year Plan, India entered into 

·the period of intensive industrialisation. New items in the export list were various types of 

drugs including quinine salts,steroid hormones, various chemical products including insec-. 
ticides, engineering products, metal cutting, precision tools/pumps, compressors, ancilaries 

for chemical and oil industries, te.,Ctile machinery, hosiery machinery and needles, fans etc. 
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in 1967, the Soviet supplies of machinery and equipment had reached 82 per cent of the 

Soviet Union's total exports to India. On the other hand, the Soviet Union becam~ the 

biggest buyer of Indian goods.From 1967, the USSR began to buy Bhilai-made steel and 

from 1970, the surgical instruments produced by the plant in Madras which was built with 

Soviet help. There was no tariff since January 1, 1965 on good which the USSR imported 

from the. LDCs and naturally this benifit was fully enjoyed by Indian exporters to that 

country. 

During the visit of the former Prime Minister La!' Bahadur Shastri to the Soviet 

Onion in May, 1965, it was emphasised that trade volume would be doubled by 1970, keep

ing the 1964 figure as the base, and with this aim, a new agreement was signed on January 

7, 1966. Subsequently, the nature of the third five year Indo-Soviet Trade Agreement was 

extended to 1970 which was scheduled to expire at the end of 1968. The trade turnover 

between the two countries increased from Rs.1.09 crore in 1952-53 .to Rs.44.68 crores in 

1960-61 and Rs.347.70 crore in 1969-70. And the share of the Soviet Union in our exports 

also grew from a megre 0.2 per cent in 1950-51 to 4.5 per cent in 1960-61 and 12.5 per cent 

in 1969-70. 

The Fourth Indo-Soviet Trade Agreement was signed on December 20, 1970 which 

was operative from 1st January, 1971. This trade agreement had thirteen Articles and it 

provided for 15 per cent growth rate annually in both exports and imports from the Soviet 

Union. It was expected that as much as there would be a rise. of 75 per cent in tradeturn over 

in five years. This agreement did make some important departure from the past pattern of 

Indo-Soviet trade12. It reflected the desire of both governments for closer economic rela

tions and a more diversified pattern of trade. New commodities introduced in the Indian 

export list were'excavators and products of Soviet assisted projects such as electric motors, 

aluminium cables, garage equipment, wire-ropes, spectacle lenses, machine-made carpets, 

etc. The agreement also envisaged substantial stepping up of exports of readymade gar-· 

ments, woolen knitwear, cotton textiles, automobile batteries and tobacco. Sizeable exports 

of established items like tea, jute goods, handicrafts, shoes and oil cakes were also there. On 

the import side, the USSR, for the first time, agreed to supply ships and tankers to India on 

rupee payment basis. The USSR also supplied copper and increased quantities of non

ferrous metals, platinum, palladium and nickel. It also agreed to supply 72,000 tonnes of 
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rolled steel for the Bokaro project against 40,000 tonnes offered earlier. But in spite of 

these prominent features, basically the five-year trade agreement marked an extension of 

the already evolving pattern of trade relations between the two countries. 

The most significant matter in the Indo-Soviet trade was the composition and char

acter of this trade13.It was not only transacted in rupees as mentioned earlier, rather it was 

very much connected with the needs of India's industrialisation. And this was reflected in 

import and export items of both the countries. Among the export items oflndia, the largest 

component was machinery: from 59.2 per cent during the period of first trade agrrement, it 

increased to 72 per cent during third trade agreement. Similarly, with the growing of 

India's own industries, the share of manufactured and semi-manufactured goods in her 

exports to the Soviet Union increased correspondingly. By·l970, their share was about 42 

per cent of total exports to the USSR. At the end of th~ fourth trade agreement, this figure 

became 60 per cent. 

The Indo-Soviet Treaty of Friendship of 1971 had boosted up the trade and had put 

the trade between the two countries on the basis of' most-favoured-nation' treatment. India's 

exports to the USSR during tl1e 1972-73 exceeded the target by nearly 8 per cent and 

· reached the record figure of Rs. 304.76 crores from Rs.208.70 crores in 1971-72. Total 

trade also increased from Rs.290.34 crores to Rs.410.48 crores within the same interval. 

This was due to the direct effect of Indo-Soviet Treaty of Friendship. 

The Soviet Union had become the largest buyer of Indian products leaving the United 
. . 

States behind. Late Lalit Narayan Misra, the then Foreign Trade Minister of India went to 

the Soviet Union in 1972 to sign a trade protocol with the country to finalise some of the 

points on which agreement between the two countries could not be reached-earlier. The 

Indo-Soviet trade plan for 1972 evoked considerable interest because of the likely impact 

of the suspension of US aid to India on the Indo-USSR trade relations14
• The former For- .. 

eign Minister trip to Moscow was not only to signing the trade protocol but also to persuad

ing the Soviet Union to fill in some of the gaps that emerged following the suspension of 

US aid at that very_time.India was deprived of having fertilisers, cotton and newsprint from 

the USA. The Soviet Union was not, at that time, in· a position to supply these commodities 

unless it agreed to purchase these from some third countries to make available to India. It 

was India's cherished desire that the USSR would purchase these for her and with this aim, 
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India sent a supplimentary list of commodities to Moscow for exports to that country. The 

USSR also expressed her desire to import some of non-tniditional items from India. An

other desire that expressed by India was to convert unutilised project aid given by the 

USSR into non-project aid. As on March 31, 1971, India had only utilised 62 per cent of 

sanctioned USSR aid and unutilised aid amounted to Rs.351.5 crores. But the Soviet Union 

was unwilling on this proposal. The logic behind the delay in utilisation of project aid.was 

that the import content of some of the project was domestically produced by India with the 

. change of time and by the improvement of technology. So,India wanted to convert the 

un~tilised portion of the USSR aid for some projects to some new projects of relevance to 

the country's changed economic situation. . ' 

In this circumstances, it was apprehended that trade negotiation might have been 

tough. Speqially, ill-fated wagon deal was in front of them as an example. The USSR 

qu~ted prices for wagon which were much lower than those agreed to for similar exports to 
; 

East Asia and even East European countries. Similarly, the Russian were on the way of a 
. . . 

hard bargain in respect of the cotton 'Conversion deals' 15 under which the USSR would 

provide raw cotton to India's textile factories and the latter would provide textiles to the · 

Soviet Union. One agreement was also signed in order to study 'Conversion deals'. 

During the fourth five-year Indo-Soviet Trade Agreement, a nu,mber of protocols 

were signed between the two countries. After the signing of Indo-Soviet Treaty of Friend-

ship in 1971, India's requirements for increased supply of fertilisers, nonferrous metals 

and newsprints was met up in the Indo-Soviet Trade protocol signed in Moscow on May 5, 

1972. Indo-Pak war of 1971 caused the suspension of aid from the USA which consisted of 

nonferrous metals etc already mentioned in earlier page. This trade protocol helped India 

ultimately to overcome this crisis. This protocol also visualised the sale ofupto Rs.SO mil

l ion worth of Soviet Tractors to India. 

Another Indo-Soviet trade protocol was signed in New Delhi on November 25,1972 . 
providing for a trade turnover of Rs. 410 crores between the two countries in 1973. The 

protocol provided for traditional exports like oilcakes; cashew karnels, tea, coffee, spices 

tobacco, cotton and jute textiles. On February 17, 1973, a trade protocol was signed for 

economic cooperation; similiarly, for the same purpose, another protocol was signed on 

June 21, 1973. 
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ln the 60s, India exported her traditional goods to the USSR, while the USSR ex

ported to India plants, machinery and equipments for India's industrialisation. In the 1970s, 

India was able to develope its own heavy-engineering industry, and it gradually reduced 

imports of less sophisticated machines and equipment. India was in need of more raw ma

terials and highly sophisticated machines and equipm.ents with the growth of her 

industrialisation. So the USSR started supplying various items demanded by India, besides 

raw materials, including petroleum products,fertilisers, nonferrous metals, asbestos, news

print, and from 1976, crude oil. While in 1971-75, the USSR exported to India only 3.5 

million tonnes of kerosene and diesel, and in 1976-80 it rose to 8 million tonnes in addition 

to the 6 million tonnes of crude. At the time of energy crisis after 1973, the Soviet Union's 

supply of oil and oil products on rupee payment basis helped India overcome its foreign 

exchange difficulties. By the end of the fourth agreement, trade turnover stood at Rs. 820.70 

crores. This is in Appendix-!. Thus between 1960-61 and 1970-71, trade between the two 

countries rose by more than seven times. Here, it should be noted that trade between India 

and the United States increased by only 1.5 times during the same period. And within the 

same time intervel, India's exports to the Soviet Union and East European countries had 

increased from 16% to 20% while in case of the United States, they had declined from 19 

to 16 per cent. 

The fifth five-year Indo-Soviet Trade Agreement for the period 1976-80 was signed 

in New Delhi in April, 1976. This agreement was significant because it was signed against 

the background of the setting up of the Indo-Soviet Joint Commission. The Soviet pur

chases from India registered a steep gains in this period. In 1980, Indian exports to the 

USSR were 2.2 times over the 1 ~75 figures, while total exports oflndia to all countries rose 

by about 1.6 times only during the same period. At the time of signing, this fifth trade 

agreement was termed as a cautious document, as it envisaged a 33.5 per cent increase in 

the total trade turnover between the two countries from the estimated level of Rs. 700 crores 

in I 975 to Rs.935 crores in I 980. Originally, the trade turnover during 1976-80 between 

the two countries rose by two times compared to the previous five-year period. Total trade 

turnover in 1979-80 became Rs.1,462 crores. 

What is also interesting is that the fifth trade agreerp.ent did not seem to bear much 

imprint ofthe protocol signed in Moscow just less than a fortnight ago of the signing of this 
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trade agreement. This protocol was signed by the then deputy Chairman of the Indian Plan

ning Commission and the head of the state committee for foreign economic relations of the 

Soviet Union. The protocol which summed up the results of the third session of the Indo

Soviet Joint Commission on Economic, Scientific and Technical Cooperation, had pro

vided for supply by India of machinery for Soviet-aided projects in third countries and for 

the setting up of industrial projects in India whose output would be wholly exported to the 

Soviet Union16
. The trade agreement provided that supplies under these proposals would 

be able to increase the level of trade between the two countries above the targetted level. 

Naturally, the target of the trade expansion set by the agreement was flexible in nature. In 

his report to the 25th Congress of the CPSU in Moscow in March, 1976, former· Prime 

Minister Alexi Kosygin had stressed that a highlight of the Soviet Union's tenth Five Year 

Plan covering the period 1976-80 would be greater reliance on international trade and eco

nomic cooperation. Consistent with this, the Soviet Union indicated its readyness to in

crease import items from India which would enable it to benefit from Indian raw materials 

and cheap labour17
. 

Mr.N.S.Patolichev, the former Soviet Trade Minister, while signing the fifth five· 

year trade agreement with India in New Delhi invoked the 1973 Joint Declaration issued at 

the time ofBrezhnev's visit to New Delhi18
. The Joint Declaration called for doubling the 

trade turnover between the two countries by 1980. The most significant part of the Joint 

Declarion and the trade agreement was that the former set the terget of trade turnover to be 

doubled by 1980 and the later set the target of merely 33 p~r cent increse in trade turnover. 

in the five year period. These two targets for the same purpose were not consistant at all. 

The causes of this inconsistancy was explained by the government of India in· this manner 

that the target of the trade agreement was set on the basis of the economic situation and , 

levels of the development of the two countries in that particular point oftime19
. 

It was also agrued that trade between India and the Soviet Union did not increase in · 

real terms in the first part of 1970s. In 1973, the level of trade was about Rs.400 crores. At 

tha:t time, total world trade including Indo-Soviet trade was highly ·affected by inflation. 

The trade turnover in 1975 of around Rs.700 cores was nothing but a fluctuation of price 

hyke, particularly prices of petroleum products and fertilisers which were the main items of 

India's imports from the Soviet Union, increased largely. ln the trade agreement, the pro-
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posal for so-called production co-operation on compensation basis between the two coun

tries were also accepted. This was an effort to identify and promote new areas of 

complementarity between the .two countries in order to impart a fresh dynamism to trade 

and economic cooperation between them20
. In the meeting of the Indo-Soviet Joint Com"'" 

mission in Moscow before signing the trade agreement, trade implications of production 

cooperation projects and programmes in the two countries and in third countries were viv

idly discussed and concrete action was initiated. It was expected that the impact of produc

tion cooperation would be a boost to the trade between the two countries to about Rs.l 000 

crores by 1980 instead of Rs. 93 5 crores as envisaged in the trade agreement. It has already 

been mentioned that the trade turnov~r in 1979-80 was Rs.l,462.99 crores which exceeded 

the expected figure. 

The sixth five-year Indo-Soviet trade agreement was signed on December l 0, 1980 

for the period 1981-85. The rate of growth of trade was fixed at the same level what acheived 

in the fifth agreement for the period 1976-80, that is 1.5 to 2 times. Total trade turnover in 

1979-80 was Rs.1,462. 99 crores; and this sharply increased to Rs.2,239. 70 crores in 1980-

81. It was realy a spectacular increase. The s~are of the USSR in India's total trade in

creased from 7 per cent in 1978-79 to 11 per cent in 1980-81. The trade turnover between 

the two countries touched a record Rs.3,071.74 crores in 1982-83; and India became the 

USSR's largest trade partner among the developing countries. At that time, the volume 

trade between the USSR and India was more than that between the USSR and the USA. 

. Under the trade agreement, the Soviet Union supplied oil and petroleum products, medi

cines, mineral fertilisers, chemical products, asbestos, newsprint and other products to In

dia. On the. other hand, India supplied tea, coffee, black pepper and other spices, cashew 

nuts, tobacco, oil, mica, jute products and medicines to the Soviet Union. 

In December 1981, protocol on USSR-Indi~ trade t~rnover for 1982 was signed by 

which it was expected that the Indo-Soviet trade volume would increase approximately by 

15 per cent compared to the 1981 level. Another protocol for 1983 was signed by the· 

USSR's Deputy Minister of Foreign Trade, Mr.I.T. Grashim and India's Commerce Secre

tary Mr. Abid Hussain. In 1982-83, India's total exports to the Soviet Union was Rs.l,558.30 

crores; and total imports from that country was Rs.l513.44 cro.res resulting a positive trade 

balance of Rs.44.86 crores in India's favour. 
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At the conclusion of the eighth session of the Joint Soviet-Indian Inter-Governmen

tal Commission on Economic, Scientific and Technical Cooperation, Mr. l. V.Arkhipov, . 
former Deputy Prime Minister of the USSR and Mr.P.V.Narasimha Rao, the then External 

Affairs Minister of India signed the Indo-Soviet trade protocol on December 9, 1983 for 

1984. This protocol envisaged a total trade tuniover ofRs.3,840 crores which would mean 

a 24 per cent increase over the actual two-way trade of Rs.3100 crores in calendar year 

1983. The 1985 trade turnover of Rs.4,400 crores was considered to be the substantial 

growth compared to 1984 figure. Mr.R.G.Gidad}:mbli21 remarked that the protocol for 

1984 had ~ade the Soviet happy because they were very much interested in Indian agricul

tural manufactures to meet the growing needs of Soviet citizens, who were familiar-with a

variety of Indian goods available in many state-owned departmental stotes in Moscow and 

other cities of the Soviet Union. Moreover, Soviet foreign trade organisations, who were 

very much fond of western products, got scope to choose a wide range of engineering 

products, manufactured by Indian reputed companies with western technology. 

Between. 1980-81 and 1984-85, the annual average of Indo-Soviet trade was 

Rs.2,860.12 crores, which was more than three times of what we had in between 1975-76 

and 1979-80. "When the 1971 agreement was signed", Abid Hussain22 said, "we never 

thought we would be able to exceed more than 1.5 per cent of growth in trade. But we did 

break the particular barrier". The Appendix-! shows the India's trade with the USSR in 

different years. The following table shows the annual trade agreement with the USSR in 

calendar year: 
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TABLE-I 

ANNUAL TRADE AGREEMENT WITH USSR ( Rs in crores) 

Year 

1983 

1984 

19~5 

1986 

Target 

3,626 

3,840 

4,600 

4,850 

Achievement 

3,100 

3,764 

4,400 

3,600 

Source: Vinod Apte, COMMERCE, (1988) 

GROWT~ OF INDO-SOVIET TRADE 

In comaparison with the growth of Soviet foreign trade as a whole, the growth of 

Indo-Soviet trade does not appear to be impressive. This can be seen in Appendix-! and in 

the following table: 

TABLE-ll 

AVERAGE ANNUAL GROWTH RATE 

Period 

.1966-70 

1971-75 

1976-80 

1965-80 

Average Annual Growth 

Rate of Total Foreign 

Trade of USSR 

16.2 

25.92 

16.40 

36.3 

Source: Gidadhubli.R.G.(l983) 

Average Annual Growth Rate 

of Indo-Soviet Trade 
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21.1 

42.1 
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Between 1965 and 1980, average annual growth rate oflndo-Soviet trade was 25.3 

per cent, but during the same interval, average annual growth rate of total foreign trade of 

USSR was 36.3 per cent. On account'of steep fall in India's imports from the USSR from 

193.5 million roubles in 1965 to 122 million roubles in 1970 which went down further to 

116 million ·roubles in 1971. The average annual growth rate of Indo-Soviet trade was very 

low during 1966-70. The picture was completely changed during 1976-80. 

REGRESSIONANALYSIS: 

An attempt was made by Prof. R.G.Gidadhubli23
, for the purpose of forecasting to 

• - e 

consider the possibility of using the time series data of Soviet imports of select commodi

ties. He used two equations for this purpose:(i) Y=a+bX and (ii) logy=a+bX, where Y 

represents annual import in physical units and X represents the year.As the value of the 

correlation coefficient was quite high in the first equation, so the logarithmic function was 

found to be more appropriate for forecasting exercise. The following table shows the esti

mates of total imports into the USSR and imports from India for _1985 for some select 

commodities. Based on standard error values for each output series, ranges of estimated 

imports for 1985 are given to make the exercise more useful. 

TABLE-ID 

FORECAST ESTIMATES OF SELECT ITEMS OF TOTAL IMPORTS INTO THE 

USSR 

AND IMPORTS FROM INDIA BY 1985 

ltmes/U nits 1980 1985 Correlation Range of Estim-

actual Estimate Coefficient ates with 9 5 % 

confidence 

inten,al 

Tea(OOO tons) 

(a) Total USSR 70.88 95.24 ·o.835 87.5-103.7 

(b) from India 59.70 77.62 0.789 70.6- 85.3 
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Coffee( OOOtons) 

(a)Total USSR 48.25 51.83 0.449 47.4- 56.7 

(B)from India 23.60 31.38 0.726 27.3- 36.1 

Black Peper 

(000 tons) . 

(a)Total USSR 11.60 12.29 0.535 11.53- 13.1 

(b )from India 11.54 11.55 0.580 10.80- 12.3 

Raw Tobacco 

(000 tons) 

(a)Total USSR 83.40 78.68 0.125 73.50- 84 .. 2 

(b )from India 23.36 29.98 0.469 23.90- 37.6 

Cashew(OOO tons) 

Total USSR and 

from· India 21.11 18.89 0.080 16.60- 21.5 

Raw Wool 

(000 tons) 

Total USSR 10.36 9.82 -.718 9.29- 10.38 

Raw Leather 

· (000 Pieces) 

Total USSR 10.30 323.00 -.747 276.70-400.98 

Jute(OOO tons) 

Total USSR 49.00 30.36 0.0941 27.58- 33.42 

Jute Bags(OOO Nos) 

(a)TotaJ USSR 182779.70 204954.00 0.616 189119-222116 

(b)from India 172576.00 179430.80 0.541 166107-193456 

Jute Packing 

Material(OOO Meters) 

(a)Total USSR 139248.90 160435.8 0.748 151432-169974 

(b )from India 118799.90 . I 09783.9 .353 102506-117577 

Cotton Textile 

Fabrics(OOO Meters) 
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(a)Total USSR 

(b )from India 

226.80 

98.10 

0275.2 

156.4 

0.913 264.18-285.72 

0.725 126.49-193.26 

COMMODITY COMPOSITION OF INDO-SOVIET TRADE 

At the beginning of the current century, trade between the Soviet Union and India 

was negligible in volume and extremely limited with respect to the range of goods. In 1921, 

the Soviet Union and Great Britain signed a tade agreement. Under its terms, regualar sup

plies of Indian goods, such as rice, tea, spices, dyes and jute were made to the USSR. The 

Soviet Union exported to India oil and oil products, e.g. kerosene and petrol. In early 1930s, 

India met approximately one third of its demand for kerosene with imports from the Soviet 

Union. 

After independence, India had to face the challenge of eliminating the colonial heri

tage of economic backwardness and dependence. The Soviet Union came forward to help 

India carry out her industrialisation programme. On the way of implementing her second 

and third Five Year Plans, India got highest amount of.equipments for her iron steel indus

try, heavy engineering industry, power generating industry etc. Victor Senin24
, former trade 

representative of the USSR in India said in 1981 ,"Having laid down the foundation of its 

own engineering industry with Soviet assistance, India in the 1970s, began to gradually cut 

down cin what were its traditional imports of machinery and equipment. This accounts for 

the reduction of imports from the Soviet Union of machines and equipments to India in the 

past decade. Between 1961 and 1970, their worth exceeded 1,000 million roubles but fell to 

some 7 40 million roubles in the 1971-80 period". 

The following table shows the commodity composition of India's exports to the 

USSR: 
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TABLE-IV 

COMMODITY COMPOSITION OF INDIA'S EXPORTS TO THE USSR 

1970-71 TO 1984-85 

70-1-72-3 73-4-75-6 

Food& 

Tobacco 38.1 

Raw Materls 9.2 

Manufactrs 52.7 

41.2 

10.4 

48.4 

(per cent) 

76-7-78-9 

46.3 

4.0 

49.6 

79-0-81-2 

41.8 

5.6 

52.6 

82-3-84-5 

34.6 

4.3 

61.0 

Source: DGCI & S and Mehrotra,Santosh:lndia and the Soviet Union: Trade and Technol

ogy Transfer( 1991). 

The commodity composition 'underwent a sea-change over the tWo decades from . 

1960-61 to 1984-85. Commodities which together accounted for as much as 94 per cent of 

India's exports to the USSR in 1960-61, contributed only 42 per cent to them in 1984-85. 

The Soviet Union 's contribution to the industrial development of India predeter

mined the range of Soviet exports to India. The bulk of these commodities consisted of 

machines, equipments, industrial raw materials and others. The steady diversification of . 

commodity structure of Indian exports led to the inclusion of more than 60 different kinds 

of commodities. Among them, tea, coffee,spices, raw jute, jute products, jute sacks, mica,. 

hides, skins etc. Between 1971-75, the Soviet Union at the request of India, increased sup

plies of oil products, fertilizers, nonferrous metals, asbestos, newsprint and others. In 1976, 

crude oil supplies were also started. From 1960 to 1980, the value of India's tobacco ex

ports to the USSR rose from Rs.6.7 million to Rs.314 million; hides, skin and leather goods 

from Rs.437 million to Rs.767 milion; perfumes, cosmetics and detergents from Rs.8.4 

milion(1965) to Rs.371 million; tanning materials from Rs.4.5 million Rs.371 million; cof

fee from Rs.19 million .to Rs.409 million; cotton goods from Rs.3 million to Rs.425 mil-
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lion; engineering goods and electric cables from Rs.118.4 million to Rs.622.8 million. These 

huge growth rates were achieved in volumes not by inflation. 

A characteristic feature of Soviet imports from India upto 1985 was the steady 

growth of purchase of woolen and cotton goods, shoes, rugs, paints, vacume flasks, storage 

batteries, power, cables, medical instruments, rolled ferrous metals,metal craftman's tools, 

garage accessories etc. In 1979 and 80, the share of manufactures in Soviet imports from 

India exceeded 60 per cent, although according to India's official custom statistics for the 

1979-80 fiscal year,' the relative share of this group of commodities in the total exports was 

31 per cent. The Soviet Union began purchasing knitted "Year from India since early 60s 

and production of these articles concentrated in the city of Ludhiana. Over 90 per cent of 
. . 

the readymade ~roducts was supplied to the Soviet Union. According to the official data of 

the Indian Wool and Woolen Export Promotion Council, the Soviet Union's share in India's 

total exports ofwoolen knitted wear in the 1979-80 fiscal year, became 96.8 per cent. At 

the time of India's industrialisation, in the late 60s, 75 per cent of the total USSR exports to 

this country occupied machinery and equipment. Again in the early 1980s, more than 60 

per cent of kerosene and over 40 per cent of diesel fuel, about 55 per cent of asbestos and ·. 

more than 20 per cent of newsprint of total Inidan imports requirements were covered by 

the Soviet Union. 

The Soviet Union, in the 1970s, taking into account 

the incre~sing possibilities of India's machine-building industry from year to year, in

creased the purchases of certain typ,es of this sector's products25
: garage equipments, stor

age batteries, auto mobile accessories, printing equipment, bench and erections tools, heat

ing units, incinerators, cables, steel-wire, rope etc. Thus in 1971-75, Soviet foreign trade 

organisations purchased the products of the above group worth of 41.4 million roubles and 

in 1976-80, their value was about 150 million roubles. Part of the equipments was pur

chased for use at projects being constructed with the USSR economic and technical assis-· 

tance. 

In comparison with 1980, the Soviet goods export to India in 1981 increased almost 

by 25 per cent, and the import from India- more than by fifty per cent. In the 1970s, India 

developed its own heavy industry and it gradually started reducing the imports of machines 

and equipment even from the USSR. In 1971-75, the Soviet Union exported to India only 
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2.5 million tonnes of kerosene and diesel oil, in 1976-80 their volume had increased to 8 

million tonnes in addition to 6 million tonnes of oil. ln calendar year 1980, the volume of 

India's exports to the USSR increased by 2.2 times over 1975, while in that period the total 

volume of exports oflndia rose by about 1.6 times. According to Indian official data, in the 

financial year ·]978-79, the volume of export of Indian tea to the USSR constituted 17 per 

cent, cashewnuts- 22 per cent, tobacco- 22 per cent, jute goods- 20 per cent, and mica- 33 

per cent. Indian imports of Soviet oil and oil products was of Rs.300 million in 1971. It 

increased to Rs.ll,ll2 million in 1977 and Rs.20,868 million in 1980. The deliveries of 

crude oil, petroleum products, fertilisers, nonferrous metals, asbestos, newsprint etc during 

the seventies were significantly increased. India by importing crude oil and other oil prod

ucts, saved a good amount of hard currency, otherwise it would have to buy from other 

source paying hard currency. 

In the trade agreement covering period 1976-80, the Soviet Union exported drilling 

rigs, construction and earth-moving equipment, kerosene and diesel oil, fertilisers and non

ferrous metals and components and equipments required by Soviet aided projects in India 

with other traditional items.India offered to export traditional goods like tea, coffee, spices, 

oilcakes, leather shoes, jute goods as well as number of non-traditional and promotional 

goods. But the operation of the annual trade plans showed that on both sides the weight of 

traditional goods had changed only marginally over the years. Starting from the middle of 

1980s, the sales of Indian engineering products to the USSR have been increasing at a 

particularly high rate. Thus, in 1981 they accounted for only 6.6 per cent of India's exports 

to the USSR; in 1985 their share increased to 14 per cent and in 1986 it exceeded 16 per 

cent. 

It is quite plain from a comparison of the following tables No-V and No-VI that the 

share of non-taditional products in India's exports to the USSR has been well below their 

sh,are in India's total exports throughout the Seventies. In .table No-VII and No-VIII, the · 

significance of the USSR has been, analysed as a source of imports and as a mar~et of 

exports26
. 
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TABLE-V 

TRADITIONAL & NON-TRADITIONAL GOODS IN INDIA'S EXPORTS TO THE 

WORLD,1950-51 - 79-80 (percentage) 

5011 55/6 6011 65/6 . 7()/J 75/6 7617 77/8 79/8() 

TRADITIONAL 70.6 68.9 64.4 60.0 42.6 28.9 26.9 31.6 39.0 

of which 

Tea 13.4 17.9 18.7 14.3 9.7 5.9 5.7 10.3 5.6 

Jute mnftr. 18.9 19.4 20.5 22.7 12.4 6.2 3.9 4.5 5.2 

Cotton text 19.7 
.. 
. 9.3 8.7 6.9 4.9 4.0 5.2 4.1 6.3 

NON-TRADITIONAL 

ofwhich · 

Iron ore 1.0 2.6 5.2 7.5 5.3 4.6 4.5 4.4 

Silver na na na na na 4.3 3.3 1.5 8.0 

Gems na na 1.8 2.7 3.7 5.6 10.1 

Leather & 

manufactrs 4.3 3.8 4.1· 4.3 5.3 5.6 4.6 4.9 8.6 

Iron & steel o:3 na 1.5 1.6 5.9 1.7 5.6 3.5 1.6 

Engn goods 0.1 na 2.7 2.5 7.6 10.2 11.0 11.5 10.1 

Chemicals 1.4 0.9 0.5 1.1 1.9 2.1 2.2 2.2 3.2 

Clothing 0.1 0.8 2.0 5.0 6.5 6.1 7.5 

Source: Mehrotra, Santosh ( 1991 ). 
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TABLE-VI 

TRADITIONAL AND NON-TRADITIONAL GOODS IN INDIA'S EXPORTS 

TO THE USSR, 1970-71- 1981-82 (percentage) 

7011 7213 7415 7617 77/8 7819 79/8() 8()/J 8112 

TRADITIONAL 52.4 66.1 64.2 53.2 57.6 47.1 48.6 41.2 36.2 

Tea 13.4 11.0 14.1 12.2 20.2 14.8 12.6 9.9 8.3 

Spices 1.8 2.3 3.2 4.3 3.2 4.0 2.7 2.2 1.4 

Tobacco 2.8 10.0 4.1 5.5 4.8 6.2 4.6 4.1 4.2 

Raw jute 2.1 1.3 neg neg neg neg neg 0.3 0.3 

Mica 2.8 1.9 1.7 1.8 1-.1 2.0 1.5 0.6 1.0 

Veg oil 2.3 2.5 2.6 1.9 1.5 neg neg 

Essent oil 0.9 0.3 0.5 0.3 . 0.3 0.2 0.3 0.2 neg 

Cotton good 5.1 9.8 5.3 8.1 2.7 5.4 6.3 5.2 7.2 

Jute manfts 17.4 18.0 14.0 11.4 10.4 8.3 13.0 10.5 5.0 

Groundnuts 1.2 0.8 1.4 1.0 0.4 0.8 1.1 

Cashews 2.6 8.2 17.3 6.7 13.4 6.2 6.7 7.4 7.7 

NON-TRAD. 38.1 28.2 25.5 41.2 37.4 44.4 51.5 47.2 35.3 

Coffee 3.0 3.4 4.2 6.6 10.3 8.0 6.8 5.9 2.2 

Leather manf. 9.6 8.7 7.6 8.7 7.7 9.2 10.5 8.1 3.0 

Chemicals ' 3.3 2.2 4.3 5.7 3.4 5.3 9.5 6.4 13.7 

Floor covrgs 0.7 0.5 0.4 0.5 0.6 1.0 0.7 1.5 

Lron & steel 8.3 3.1 neg 3.7 4.0 7.5 1.0 neg neg 

Aluminium neg 0.5 neg 0.3 o·.6 0.4 neg neg 

Metal mnft. 2.2 0.4 0.3 0.4 0.8 0.5 0.7 0.3 0.4 

Mach & trnsp 

equipment 0.4' 1.4 2.3 5.7 3.4 5.3 3.6 4.1 6.1 

Clothing 8.4 6.5 5.4 8.4 6.7 7.6 8.5 7.3 7.4 

Footwear 2.2 1.5 1.0 1.3 neg neg neg neg neg 

Rubber manft neg neg neg 4.0 neg neg neg 0.3 1.0 
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Rice 9.9 14. 

Source: Same as Table-V. 

TABLE-VII 

THE USSR'S SHARE IN TOTAL INDIAN IMPORTS BY COMMODITY CAT-

·EGORY 

1970-71- 1981-82 (percentage) 

7()/J 7213 7415 7617 7718 7819 79/8() 80/1 8112 

Wheat 16 

Crude fertl 6 12 9 13 12 8 3 4 

Cheml elmt 3 3 5 2 3 1 1 

Medicines 3 2 4 2· 2 

Fertiliser 7 6 10 10 ll 6 4 10 5 

Paper & prd 21 18 27 24 19 13 7 10 neg 

Non met.mineral 

& manufac. 1 0 2 

Iron & stl 6 4 4 5 2 

Non-fer· mtl 4 7 12 3 2 3 2 2 

Manufct mtl 2 5 13 5 7 3 2 1 

Machinery 19 7 11 9 6 6 6 6 4 

" electls 9 10 7 6 3 3 2 3 2 

Trans eqp. 3 8 3 22 ·12 13 

Source: Same as Table-V. 
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TABLE-VIII 

THE USSR'S SHARE IN JN,DIA'S TOTAL EXPORT BY COMMODITY CAT

EGORY 

1970-71- 1981-82 (percentage) 

7011 7213 7415 7617 7718 78/9 79/80 80/1 8112 

Rice 60 32 

Cashews 10 34 61 27 54 27 33 62 66 

Coffee 24 32 35 26 76 23 28 35 27 

Tea 18 22 27 18 23 17 22 29 35 

Pepper 22 40 29 ' 40 36 .28 34 54 63 

Othr spices 4 6 13 8 neg 2 42 4 5 

Oilcakes . 8 13 12 neg 3 neg 24 35 

Tobaccoo 19 48 21 25 31 25 33 47 36 

. Cigarettes 96 78 78 43 11 59 77 90 

Groundnuts 41 41 24 7 20 17 100 

Raw jute 95 78 2 64 46 51 70 69 41 

Mica 35 34 39 47 39 41 46 38 56 

Lac 2 4 15 7 3 6 6 4 

Veg/frtjuc 66 74 30 21 2 3.1 62 

Castor oil 93 32 35 30 69 neg neg 

Chern comp. 9 10 22 10 3 20 

Dying,tannning, colouring 

materials 41 33 36 23 23 ·22 32 29 

Medicines 7 2 18 22 20 12 42 10 65 

Essn oil 37 31 19 27 28 13 38 69 81 

Leather 27 15 22 15 20 11 14 30 12 

Textile 14 19 14 13 12 9 14 20 24 
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Iron & steel 19 23 2 4 9 14 6 6 41 

Metal mnf. 17 4 2 3 2 2 '"I 

-' 

Mach & trans 

equ1p. 1 5 5 8 6 5 5 10 16 

Clothing 59 35 17 12 13 7 11 16 19 

Footwear 40 37 21 20. 15 8 4 2 

Jute manfc 18 22 20 26 27 26 40 34 

Source: Same as Table-V. 

TABLE-IX 

COMMODITY STRUCTURE OF TURNOVER BETWEEN THE USSR AND IN-

DIA 

(per cent) 

Commoditie.~ & 

Commodity group 1955 1960 1965 1970 1981 1986 

Soviet exorts 

to India 100.0 100.0 100.0 100.0 100.0 100.0 

Machine & equip-

ment,including: 4.6 53.6 67.7 64.8 11.3 36.8 

complete set of 

equipment* 1.6 38.5 46.7 51.1 6.3 18.5 

Oil & oil prod. 1.6 1.2 11.7 3.5 78.1 42.2 

Steel & ·non-

ferrous metl. 67.0 19.7 3.6 8.8 

Fertilisers 2.6 1.3 . 2.7 2.1 3.4 

Newsprint 12.0 5.4 2.9 4.1 1.2 1.7 

Soviet import 
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from India 

Machine & 

equipment 

Tea 

Coffee 

Spices 

Cashew nuts 

Tobacco 

Jute & jute 

products 

Tanned & Semi-

tanned skins 

Cotton fabricks 

100.0 

37.2 

40.0 

100.0 100.0 

25.9 21.4 

2.4 3.8 

6.4 2.7 

8.6 8.1 

1.3 8.0 

12.5 26.3 

2.6 6.5 

100.0 

0.5 

10.0 

2.9 

3.8 

9.8 

3.7 

16.9 

12.4 

5.7 

100.0 

6.6 

9.1 

3.1 

1. 5 

8.3 

4.7 

5.7 

5.5 

4.8 

• ,. ... 

100.0 

16.6 

11.5 

6.0 

3.7 

1.3 

2.9 

4.9 

8.6 

7.8 

*complete set of factory equipments for projects being built and already completed in India 

with Soviet economic and technical assistance. 

Source: Foreign Trade of the USSR, Statistical Handbook, 1956-86 (Rus. ed.) and com

piled by Andrei Murvyov, Soviet Indian Economioc Relations - Trends and Prospects 

( 1988). 

With the change of requirements of Indian economy, the structure of Soviet exports 

to India also changed. Before Seventies, Soviet exports chiefly consisted of machines and 

equipment for the accelerated industrialisation in India. After Seventies, new items were 

included,e.g. spare parts, individual units and raw stocks to ensure the continuous work of 

operating enterprises, precision engineering industry items - power station equipment, 

computers,· drilling equipments, t~nkers, dry-cargo ships and helicopters. With these, valu

able kinds of raw materials, such as zinc, palladium, copper,asbestos, fertiliser and oil 

products were included in Soviet exports to India. By the early Seventies, the Soviet Union 

became the leading buyer of Indian tobacco and cigarettes among the 50 countries which 

imported these items from India. Thirty per cent of Indian exports of tobacco went to the 

USSR. Leather goods provided a good example of the growth of export in manufactured 

items to the Soviet Union. In the 1960s, India mainly sold to the USSR raw leather items. · . . 
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ln 1970-81, Indian leather goods exports to the Soviet Union grew by 3.4 times where as 

the exports of raw hides practically ceased. In 1981, India accounted 46.7 per cent of the 

total volume of leather imported by the USSR. Similarly, Soviet imports' of Indian juices, 

jams and canned and processed fruits has steadily gone up. In 1982, the Soviet Union 

bought 60 per cent of such Indian exported items. From 1976, the Soviet Union began to 

supply crude oil to India and in some years India saved as much as Rs.l 000 crores in 

foreign exchange. During 1976-80, the Soviet Union exported to India about 3.5 million 

tonnes of kerosene and diesel oil, in 1976-80 this volume rose to 8 million tonnes. 

In fiscal year 1978-80, the finished and semi-finished goods accounted for more 

than 60 per cnet of Soviet imports. The success of the Indian small-scale hosiery industry 

was only for Soviet imports. Since 1960s, the Soviet Uniion started buying woolen knitwear 

from India mainly from Ludhiana. In 1985, Soviet annual orders for this woolen products 

were over Rs.l 00 crores. Hand-made and machine-made carpets and handicrafts were also 

among the major iterns bought from India. During 1971-81, Soviet purchase of these items 

grew 14.6 times reaching a level of Rs.320 million. 

After the commission of heavy industries in India, it became possible on part of our 

country to deiversify exports by increasing the share of manufactured goods. In 1970-81 

period, the share of manufactured exports grew from 56.2 per cent to 62.4 per cent. During 

the same period, the export of Indian electro-technical equipment to the USSR grew by 55 

times, and of cables and wires- 29 times. The Soviet Union also used to import the Indian 

chemical and pharmaceutical products. During 1971-80, Soviet Import of medicines from 

India increased by 10.3 times, perfumes and cosmetics by 2~ times, synthetic detergents by 

23 times. Since the early 1970s to the time of disintegration of the USSR, India had been 

the USSR's largest supplier of cotton textiles. Garments exports of the USSR which were 

placed around Rs. 73 crores in 1983 went up to Rs. 105 crores in 1984; and in 1985, it 

reached Rs.170 crores. 

In the 60s, Soviet imports were shifted from unprocessed raw materials to semi

processed goods27 . Soviet imports of cotton fibre from Third World increased from $145.9 

million in 1960 to $181.2 million in 1972. During the same time interval, imports of cotton 

yarn and clothing went up from $ ·1 million to $122.3 million. But the Soviet imports of 

Indian hides slashed down to zero in 1974-75 from $16.3 millon in 1966-67. In order to 
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expand the output of technologically advanced goods, resources must be shifted away from 

the production of semi-processed raw materials and lew quality manufactured goods. For 

instance, the USSR used to import leather from India to manufacture gloves. After some 

years, instead of producing gloves, the Soviets were producing glove-making machinery -

a more technologically advanced product. This process is called the product life cycle28
• 

It is of significance that the commodity pattern of our imports did not change during 

the decade 1960-61 to 1970-71. Imports of non-electric machinery and nonferrous metals 

accounted for 56 per cent of the total. The imports of electric machinery, paper and paper 

products and fertilisers recorded a marginal increase from 11 to 15 per cent during the 

decade. In 1979-80, our imports of non-elctric machinery and nonferrous metals came 

down to only seven per cent of our total imports from the Soviet Union. Electric machinery, 

paper and paper products declined to five per cent. This was due to the fast industrialisation 

in India in the 70s. But,by this time , our imports of petrpleum and petroleum products 

from the Soviet Union had began to increase very fast. With the rise in oil prices, the Soviet 

Union came forward to help us to save foreign exchange. Once more, the terms of rupee 

trade rescued India. By 1979-80, our imports of Soviet crude and petroleum products reached. 

83 per cent of our total imports from the USSR.In 1983, we imported 12.5 lakh tonnes of 

crude oil from the USSR. Two years before the Perestroika, a delegation of industrialists 

from the Federation of Indian Chamber ofCommarce and Industry together with the rep

resenta~ive of the State Trading Corporation, visited the Soviet Union to identify the items 

of imports 29, and ultimatly 23 items 'were indentified for imports which included helicop

ters, cement etc. 

A close look at the export commodity profile indicated that the share of the tradi

tional products which constituted a large percentage of our total exports had declined over 

the years while the share of the non-traditional items almost doubled over the share of these 

items about in last part of the 1970s30
. A distinguishing feature of the Soviet imports from 

India was their stable growth achieved both through increased amounts of deliveries and 

consistent enlargement of the variety of purchased items. Thesteady diversification of the 

commodity structure of Indian exports to the USSR was both a typical feature and obvious 

advantage of Indo-Soviet trade. 
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The diversification in Indo-Soviet trade brought in many points into light31 . First, it 

was revealed that India's export trade had, of late, been undergoing major structural changes. 

Most traditional markets had started losing their importance while the East European coun

tries, especially Soviet Russia had forged ahead as the leading market for Indian goods. 

Secondly, the diversification in Indo-Soviet trade enabled India to utilise its in

stalled capacity to a greater extend. 

Thirdly, the diversification of Soviet imports from India made clear the principled 

stand of the Soviet Union Policy to render help to the developing countries through increas-

ing the proportion of manufactured goods in its imports from these countries. 

PROBLEM OF INDO-SOVIET TRADE 

The Indo-Soviet trade witnessed a phenomenal growth during 1951-85. From Rs.1.3 

crores in 1953-54 to Rs.3458.0 crores in 1984-85. Specially, in the 1970s, the growth of 

trade was remarkable, from Rs.316 crores in 1970-71 to Rs.3,100 crores in 1983 reflect 

almost a ten times increase in trade turnover. But with this rosy picture, Indo-Soviet trade 

had to face several problems. 

Regarding problems of Indo-Soviet trade in the 50s and 60s, Asha L. Datar32 fo

cused some light. Miss Datar indicated the discrepancies between India and the Soviet 

Union statistics concerning Indian exports and imports. The USSR recorded imports on a 

f.o.b. basis and Indian exports were also on a f.o.b. basis; so the two sets of data were 

comparable. But these two figures are not identical shown in the following table. The dif

ferences are not small enough to be attributed to errors and omissions and to lead and lags. 

122 



TABLE-X 

DIFFERENCES IN INDO-SOVIET TRADE FIGURES 

Year India Soviet Indian Soviet Soviet Differences 

export import import export export between lnd 

(f.o.b) (f.o.b) (c.i.f) (f.o.b) (c.i.f) & Sov.jigr. 

(lndimport) 

1960 228.2 326.4 158.7 224.1 246 87.3 

1961 ·322.1 319.0 399.4 455.2 510.0 110.6 

1962 382.5 314.8 586.4 595.1 690.0 129.6 

1963 521.0 452.0 684.6 1058.4 1216.0 531.4 

1964 779.2 743.5 779.8 1119.8 1230.0 460.2 

1965 928.7 897.8 825.2 I 025.5 1150.0 324.8 

Source: Asha Datar: India's Economic Relations with the USSR and East Europe (1972). 

The figures oflndian imports(c.i.f) from the Soviet Union as re~o.rded in the Indian 

statistics are much lower than the figures for· Soviet exports as recorded in that country's 

statistics 

It is viewed that this discrepancy arises from the Indian failure to publish imports of 

defence goods. By including the cost of insurance and freight, the Soviet export statistics 

were corrected and after that total Soviet exports in the years 1960-65 were greater by 

about Rs.l,430 million than Indian imports during the same period. The explanation lies in 

both the under-recording and non-recording of some commodities in the Indian import 

statistics and inclusion of certain items as technical assistance payments and combatant 

defence equipments in the Soviet Union's export statistics and errors and omissions. Late 

Ash a Datar cited so many examples of these types of dicrepencies and she mentioned that' 

in the said period the unexplained gap was of Rs.l,050 million. Some of these could be 

attributed to the errors and omissions, but most of its was due either to exports of defence 

equipment from the USSR or to differences in valuation. But the logic in differences in 

valuatiion can .not be valid, because the two countries' returns concerning India's exports 

to the USSR generally agree. So, the unexplained gap was due to the inclusion of some 
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defence imports. This explanation seems to be more realistic, as the difference between 

Indian and Soviet statistics was much greater from 1963 onwards than before. This was the 

time- after the Chinese invasion in 1962- that lnq~a started importing defence equipment 
I 

on a large scale. Regarding the non-publication o£ defence statistics and import accounts, 

Mr.Pranab Mukherjee, External Affairs Minister, Government of India remarked that it is a 

classified commodity, so all of its accounts are not made public33
. 

TRADE SURPLUS 

In late 1970s, one problem croped up in the Indo-Soviet trade; it was India's insta

bility to maintain its imports from the Soviet Union which was hindering the growth of 

trade between the two countries34
• India's imports from the Soviet Union were Rs.402.50 . . 

crores in 1974-75 from which level it declined to Rs.316 crores in 1976-77 and further to 

Rs.lll crores in the first six months of 1977-78. On the other hand, the USSR's imports 

from India increased from Rs.418.~0 crores in 1974-75 to Rs.466.54 crores in 1976-77 and 

then it became Rs.345 crores in the first half of 1977-78. India's lack of interest in imports 

from the Soviet Union was reflected also in the stalemate in utilisation of committed Soviet 

aid to this country. As much as Rs.172 crores of Rs.250 crores Soviet credit advanced in. 

December 1966, remained unutilised at the end ofMarch, 1978. In this circumstances, doubts 

were cast regarding the utilisation of credit amounting to Rs.208 crores extended to then 

newly-installed Janata government as a political gesture in April, 1977 .. 

ln 1960s, the rapid expansion of Indo-Soviet trade was based on Indian imports of 

Soviet capital equipment for public sector investment in steel, heavy engineering and electri-
. . 

cal industries and in oil exploration. Since the beginning of 70s, these imports started de-

clining partly because of the change in the pattern of public sector investment in this coun

try and partly because of the displacement of Soviet Union as the supplier of technology 

and equipment in areas like heavy electricals and oil explorations. Over and above, at that 

time, India began to follow the policy of liberalisation of imports from non-rupee trade 

source that led to the contraction of demand for imports from the Soviet Union35
. Against 

this background, the second Indian-National Exibitaion was organised in Moscow in Au

gust, 1978. There were as much as 368 Indian companies, 20 government-owned corpora

tion and 21 export agencies in that Exibition with their exibits. The then Indian ambassador 
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to the Soviet Union claimed that contract and trade agreements to the tune of Rs. 100 crores 

were concluded at the exibiton, when the Soviet Union's imports from this country were 

constrained by the insufficient Indian imports from this country, this exibition was termed 

as political gesture36
. 

In the first part of 1980s, the problem of trade balance became a throne in the 

smooth way of Indo-Soviet trade. At the dawn of 1983, rupee trade surplus accumulated by 

India against the USSR exceeded Rs.SOO crores which was nearly 35 per cent of the total 

value of India's import from the Soviet Union in 1982. During the 12-year period from 

1970-71 to 1981-82, India enjoyed favourable trade balance with the USSR for ten years, 

and the surplus started swelling from 1980. The senior officials in the government of India 

were of the opinion that thr trade surplus of India was only a temporary phenomenon and 

was not a serious problem37
• On the other hand, in order to rectify the imbalance in bilateral 

trade, the Foreign Trade Ministry of the USSR cut short their list of imports from India in 

the first half of 1983, by 22 million roubles of by 27 per cent as compared to the level of 

imports registered in 1982, which affected some Indian exporters to a greater extend. In 

1981 and 82, Indian exports exceeded the target set by the annual trade plans of the respec

tive year, but imports from the Soviet Union were less than the target. Fall of exports of 

engineering goods from the Soviet Union was a cause of concern to the Soviets. In 1982, 

India imported engineering goods to the tune of Rs. 93 crores from the Soviet Union, but 

she exported this category of goods worth Rs.202 crores to the USSR. "This situation was 

perhaps not acceptable to the Soviets", Gidadhubli wrote3~, "since this was thought to be 

contrary to the normal relationship between an advanced industrial country and a develop-· 

ing country of the Third World". 

Originally, in 1982, India's share was 1.2 per cent in Soviet exp?rts of engineering 

goods. This fact induced the Soviet authority to extend their hands of collaboration with . 
India's private sector - which was considered to be a stepping stone of Gorbachev era. 

In the first part of 1983, Mr. I.T.Grishin, former Deputy Minister of Foreign Trade 

of the USSR visited India as a leader of the Soviet delegation to review the implementation 

of the Indo-Soviet trade plan for 1983. The Indian side pleaded to the Soviet delegation that 

the Soviet Union should import from India in accordance with 'trade plan' for 1983. This 

was done by the Indian side due to sudden stoppage of imports and cancellation of orders of 
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the Soviet Union for want of adequate rupees earned by the Soviet Union from export to 

India. lt should be mentioned here that trade turnover for 1983 fell short of target by about 

Rs. 500 crores or by 14 per cent. At the talks with the lnd ian counterpart, the Soviet side 

agreed to obey the trade plan regarding its imports from lnd~a on condition that India would 

also take initiative to increase its imports from the ~oviet Union so that trade can be 

balanced in accordance with the trade plan of the two countries. India was ready to pur

chase those commodities which were 'of interest to India' 39
. Unfortunately, mutual inter

est was not identical. It was the desire of the Soviet Union that India should purchase · 

Soviet machinery and equipments tp balance the trade exchanges. But Indian importers 

were interested in more sophisticated machinery and equipments from the western coun

tries. 

The huge trade surplus was a cause of concern for both India and the USSR. Since 

the trade with the USSR was on the bilateral balancing principle and maintained in rupee 

account. India could neither use this surplus for importing from any third country due to 

currency inconvertibility nor convert it into hard currency. On the other hand, the Soviet 

Union could not push more of machinery and equipment to India, so it preferred to cut 

down imports from India to reduce the trade surplus: Some of the economists were of the 

opinion that the growing imbalance in the Indo-Soviet trade was an indication of the grow

ing inconvertibility of commodities under the bilateral trading system which was prevalent 

·at that time. So the bilateral trade agreement, it was argued, with the socialist countries 

needed to be modified. Some said that it should be replaced by another system with a view 

to maximising gains from trade for India40
. A group of economists and political leaders put 

their arg~ements in the line that rupee trade had outlived utility and that trade with the 

USSR and other COMECON countries be put on convertible currency basis41
. 

It was remarked in the 'East European Trade' 42 that India and the Soviet Union had 

agreed to remove the bilateral trade imbalances with the latter offering to sell more oil and · 

oil products and buy items like textiles. The Soviet Union supplied 2.5 million tonnes of 

crude and one million tonnes of refined petroleum products in 1985. Petroleum imports, .. 
beyond doubts, were liked by India. But it was only a fraction of the deficit ofRs.668 crores 

incurred by the Soviet Union in 1982. 
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In 1970s, trade surplus in any single year was not very large and i_t was managed by 

following ways: first, advance repayment of the credits taken from the Soviet Union for 

several projects; second, advance of technical credits to the Soveit Union; third, arms pur

chase from the Soviet Unio~. But during 1980s, imbalance grew at a faster rate with fast 

increase ~n total trade turnover. The trade surplus in favour of India was Rs.212.30 crores, 

Rs.524. 74 crores and Rs.44 crores in 1980-81,81-82 and in 1982-83 respectively which are 

shown in the Appendix-! in detail. 

Had there not been technical advance to the Soviet Union, the imbalance would 

have been unmanageble. So the then Finance Minister Mr. Pranab Mukherjee ~llocated 

Rs.l ,280 · crores in revised budget estimate for 1982-83 as technical credits in order to 

restore balance in rupee trade. 

lt was argued that imbalance in the Indo-S~viet trade was not a temporary phe

nomenon as described by some economists,it had got a structural dimensions43
• Two things 

happened side by side, first, exporfproduction capacities were created in the Indian economy 

by dint of western technology and capital. But the markets to flood the products in the west 

were not found sufficiently. On the other side, in the rupee payment block, particularly, in 

the Soviet Union, markets were ready. As a result, exports to the country doubled from 

Rs.638 crores in 1979-80 to Rs.1,226 crores in 1980-81 and further it increased to 

Rs.1 ,661.05 crores in 1981-82. Only exports in the calender year 1982 was to the tune of 
. . 

Rs.1, 921 crores. But there was no corresponding increase in imports from the Soviet Union. 

Trade imbalance remained within manageble limits in the 1970s, because the prices of 

petroleum products increased sharply in that time interval. 

So the only alternative to reduce the trade imbalance was the Indian purchases of 

the Soviet 'exportables'. Otherwise, the USSR had to make a large cut in its imports from 

lndia which would have created adverse consequences in the 'special export sector' made 

for the country.But importing Soviet exportables croped up many problems. Immediately 

after independence India needed to build her industrial set up, so she required various 

equipments, engineering materials, machineries which were supplied by the Soviet Union. 

Initially, this rendered a good market for the Soviet products, while after setting up these 

projects, the Soviet Union went on supplying parts, components and other services. But 

with the passage of time, demand for these items tended to shrink. There were two reason~ 
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behind this. First, India developed its indegenous technological knowhow in order to main

tain these projects to a greater extend. Secondly, even the public sector projects looked for· 

western knowhow for t~chnological upgradation of the projects. The Soviet Uion had to 

face competition with the western suppliers in the wake of economic liberalisation adopted 

by the government of India. The private sector in India had no reason to purchase less 

sophisticated machinery and equipment from the Soviet Union. The Soviet delegates at the 

meeting in 1983 with the leaders ofthe Federation ofthe Indian Chamber of Commerce and 

Industry(FICCI) expressed their deep concern on this issue. In response to such grievances, 

the government of India reviewed the Indo-Soviet trade protocol and made a 'gesture' by 

proposing a special exhibition of Soviet machinery in India and decided to send a delega

tion to the Soviet Union, in order to assess the possibility of ~urchase of various equipments 

and other commodities. But ultimately, their 'gesture' .were futile. 

The imbalance in Indo-Soviet trade engendered another problem. As India's im

ports were less than its exports, the Soviet Union pressurized India to opt for more Sovet 

goods by restricting their imports of coffee and cotton textiles in 1984. In this year they 

stopped importing cashew nuts. This import restrictions by the Soviets put Indian govern

ment in awkward position, because private manufacturers were highly affected by the So

viet decision44
• As much as 90 per cent of the India's exports to the Soviet were made by 

the private sector. Specially, cashew nuts, some of the units manufacturing soaps, deter-
I 

gents, cosmetics, knitwear and so on were dependent on the Soviet purchase. These private 

concerns who were victimised by the Soviet decision exerted pressure on the government 

of India. 

But the picture is different in India's import from •the Soviet Union, where more 

than four-fifths of total imports were made by the pu~lic sector. Naturally, there was no 

similar pressure on India to liberalise and expand its imports from the USSR. Private busi

ness houses were interested in importing their requirments from western countries.Regarding · 

import of machinery and goods from the Soviet, these business houses had doubt about the 

profitability. So, the Soviet Official followed a number of measures, inviting trade delega

tion, exibition and fairs by which they tried to familiarise Indian business houses with their 

quality. 
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SWITCH TRADE 

Another problem of Indo-Soviet trade before t~e disintegration was the re-export

ing of Indian commodities from the Soviet market to hard-currency areas. Not only USSR, 

but many East European countries were engaged in re-exporting Indian goods, though there 

were both conceptual and statistical difficulties in quantifying this. The checking can be 

done from the statistics of either the re-exporting or the receiving country. In the re-export

ing country, one may run into any of all of the following problems. The country may use 

commodity groups which are too broad. Secondly, the re-exporting country may be a producer 

itself. In case of Soviet Union, this was happened. The USSR used to produce and export 

raw shins and hides, manganese ore and tea and it was difficult to prove in these cases that 

the USSR was re-exporting Indian goods. Even if the country was exporting its own goods, 

what might have happened: during the time in which the USSR increased its imports from 

India, domestic consumption rem~ined constant and imports from India were used to in

crease the exportable surplus. This,in effect, constituted re-export of Indian goods.Asha 

Datar45 is of the opinion that to arrive at this sort of conclusion, however, one needs not 

only figures concerning trade and domestic production, but also independent estimates of 

domestic consumption. Since these are not always available, this question concerning real 

re-export can not be answered satisfactorily. 

But opinions differ as to whether the Soviet Union was really engaged in switch 

trade and if so, whether it affected India's interests. It has already been mentioned that it is 

very difficult to get authentic data, because there is very little published information re

garding this allegation. Some economists46 are of the opinion that in the case of spices the 

Soviet Union imported a large quantity from India and exported a part of it to other coun

tries. Similar 'allegations were made regarding few industrial manufactured products. It 

was viewed to be a difficult task on the part of the USSR to establish switch trade practice 

in case of major traditional items of India's expo~s like te?ttile, tea, tobacco etc. Because · 

India had been producing these commodities to a large extend and quantum of exports 

constituted a very small percentage share of domestic production.Qne important point is 

that average unit value of the Soviet exports were lower than average unit values of im· 

ports47 • However, it was possible that the Soviet Union could increase its capacity to export 

tea, textiles tobacco and so on particularly to few socialist countries bu irnporting these 
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items from India. 

A particular trading circle was of the opinion that switch trade is not uncommon in 

foreign trade dealings; and quantum of such trade could never be very high. It should be 

noted that some Indian newspaper made allegation of switch trade against the USSR re

garding this item in the last half of 19834
g. Truely Indian exporters who received a fair price 

from the Soviet Union compared to world inarket price'did not have any objection to switch 

trade transactions. Some writer49 remarked that India had exported many commodities -

raw materials and finished goods as well -which the USSR utilised partly and capitalised or 

re-exported mostly. Research studies conducted by the Indian Institute of Foreign Trade 

proved that the switch trade, if at all, was too marginal to be of any significance whatso

ever. According to them, India was not going to Soviet market at the expense of other 

markets open to her50
. 

For the balancing of the rupee trade with the Soviet Union - excluding the seperate credit 

accounts for defence purchases - had been a matter of some concern to the Soviet and 

Indian governments. Only in the two years of 1978-80 and joint exports exceeded Indian 

imports. 

There was a cry of helplessness from the export promotion councils concerned with 

cashew, detergents, plastics and wool and woolen prod!Jcts like knitwear, carpets and blan

kets. The Indian entrepreneurs of the export-oriented units catering to the specific Soviet 

requirements, particularly those located in the Kandla area ofGujrat and Punjab had a clear 

idea about the Soviet squeeze, of their restrictive practices and of the unethical practice of 

reselling India's exports in more lucrative markets51 
• 

. S.Mehrotra52 focused some lights on the issue of switch trade. According to him, in 

case of switch trading, shipment from India meant for the USSR were unloaded in ports of 

hard currency areas and never actually reached the Soviet shores. In this case, India's ex

ports to the USSR will not actually enter Soviet import statistics. Thus a comparison of 

Soviet and Indian trade statistics can prove the presence the switch trading. Indian exports. 

over the period 1970-81 exceeded Soviet imports from India (Rs.64,532 million- Rs.60, 120 

million = Rs.4,412 million). The difference of Rs.4,412 million is 6.8 per cent of lndia,s 

exports to the USSR. In 1982 and 1983, this figure was 13.8 per cent of India's exports to 
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the USSR. In the same manner Datar calculated for the period 1960-65, which was Rs.3,162 

million for Indian exports and Rs.3,054 million for Soviet imports. Nayyar calculated dur

ing 1960-72 which was under 2 per cent of total Indian exports. Dharam.Narain estimated 

for late 70s and 80s, the switch was at 3.5 per cent oflndia's total exports53 . Mehrotra cited 

example of oilcakes54
. Being the main buyers of oil cakes in 1979, the EEC countries ac

counted for over 80 per cent of ali Indian exports of oilcakes; but at the beginning of 1980, 

exports of oil cakes to this region fell to less than 10 per cent. On the other hand, two new 

importers of Moscow started importing huge amount of oilcakes from India. But the ship

pi~g vessels diverted their direction towards EEC from mid-sea. 

According to Sumitra Chisti, switch trade was small and did not warrant any serious 

fears55 • On this question, Sebastian's finding is that although the Soviet Union had indeed 

sold to third countries Egyptian cotton, Cuban sugar and Burmese rice, the Soviet Union 

had not indulged in switch trade with respect to Indian goods56
. 

In order to find switch trading in Indo-Soviet trade, GoeP7 classified goods into two 

categories: first, such goods in which the USSR was producer and exporter; secondly, such 

goods in which the USSR was not a producer but exporter. Switch trading happened in case 

of second type of goods.Analysing a' number of commodities, he concluded that the USSR 

did not normally involve herself in the act of switch trading. 

FLUCTUATION IN SOVIET IMPORTS 

Fluctuation in Soviet imports, another problem1 touched upon by R.G.Gidadhubli58 

was not dealt with by the trade protocol which was a cause of concern to a large number of 

Indian exporters. The share of the USSR in India's total exports f~r black pepper, coffee, 

tobacco, cashewnuts, knitwear, cosmetics, detergents and toiletry ranged between 40-95 

per cent. The Soviet Union used to import large amount of tea and textiles. Any fluc

tuations in the Soviet imports of the above-mentioned commodities affected many Indian 

manufactureres and exporters who had specially created production capacities and invested 

huge funds to cater to the Soviet markets59
. For example, many industrial units in the Kandla 

free trade zone specialising in exports to the USSR were badly affected by the Soviet deci

sion to stop importing some com~odities in 1982-83 which had a destabilising effects on 

India's exports units. In 1983, many members of the Engineering Export Promotion Coun-
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cil also faced some problems by the decline of Soviet purchases below the target fixed by 

the trade plan for 1983. Some economists are of the opinion that high degree of dependence 

regarding export promotion on the Soviet Union was not desirable. Because, in that case, 

the Soviet Union could not have harnessed with a monopsony power by which it could · 

influence price and quantity of imports from India, and this could increase monopsony 

surplus in favour of the USSR. 

Mehrotra constructed one instability index oflndia' s export eranings from the USSR 

and the rest of world for the period 1970-71 to 1981-82. This is shown in the following 

table: 

Table-XI 

INSTABILITY INDEX OF INDIA'S EXPORT EARNINGS FROM THE USSR AND 

THE REST OF THE WORLD ( by commodity categm·y) 

1970-71-1981-82 

Rest of the Rest of the world 

USSR World (USSR=IOO) 

FOOD & TOBACCO 

Cashews 80.0 100 .. 3 125 

Coffee 82.8 70.9 84 

Tea 56.6 45.9 79 

Pepper 45.8 40.6 89 

Other spices 62.5 74.9 125 

Oilcakes 115.6 56.0 47 

Tobacco 62.8 41.6 64 

Cigarettes 147.6 99.0 65 

CRUDE MATERIALS 

Groundnuts 68.0 92.0 125 

Raw jute 88.0 120 .. 1 144 
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Mica 19.3 16.1 75 

Lac 104.2 31.2 30 

Linseed oil 141.4 112.5 80 

·Castor oil 57.4 77.8 136 

MANUFACTURES 

Chemicals 144.0 52.0 36 

Detergents 131.3 116.5 81 

Leather 49.7 48.2 97 

Cotton piecegoods 

(70-71 - 76-77) 51.6 43.2 64 

Textile fabrics 61.5 29.8 49 

Iron & steel 106.5 82.0 77 

Machinery & Trn-

port eqpmts 114.0 58.6 51 

Clothings 76.7 77.3 101 

Footwear 54.0 52.8 98 

Source: Mehrotra,S.:lndia and the Soviet Union: Trade and Technology Transfer (1991). 

In most cases, the export earnings from the USSR were unstable. ln case of few 

conl'modities like groundnuts, raw jute, spices, castor oil and cashews, the value of India's 

exports to the rest of the world was less stable than India's exports to the USSR. Cashews is 

the only major commodity in this list, the rest of the commodities together do not account 

for more than 5 per cent of India's exports to the USSR. The five commodities in which 

India's export earnings from the USSR are more stable than from the rest of the world 

constitute no more than 15 per cent of India's total exports to the USSR in any year except 

1974-75. 

Instability in export earnings can be the result of eitber price variations or quantity 

variations. To test whether fluctuation in volume is actually more responsible than price 

variation for the instability in India's export earnings from the USSR, Mehrotra carried out 

a Spearman's rank correlation test60
. According to his test, the volume of exports is more 

responsible for fluctuations in value of exports both to the USSR and to the rest of the 
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world. However, the relationship is stronger in the case of the USSR. The coefficient of 

correlation between the value and volume of exports is O.H 16 for the USSR and 0.587 for 

the rest of the world. At the same time, coefficient of correlation between value of exports 
. ' 

and unit value was 0.29 for the USSR, but 0.411 for the rest of the world. Thus, the rela-

tionship between the instability oflndia's export earnings from the USSR and fluctuations 

in unit values seems to be relatively weak, 

ln short, Mehrotra's findings are that in the 1960s, India's export earnings from the 

USSR had fluctuated more than her earnings from the rest of the world. Instability in rupee 

earnings from exports to the USSR. should make no difference to India's hard currency 

export earnings .. 

The problem of instability oflndian exports to the USSR was also examined by Mr. 

Pranab Sen61
. He took the period from 1970 to 1985. According to him, there were two 

most significant characteristics of Indian.exports to the USSR: the high rate of growth and 

the high degree of variability. The latter characteristic had been the only dark spot in an 

otherwise bright trading relationship. The issue of instability was examined within the per

spective of two characteristics of Indo-Soviet trade: 

(i) the high rate of growth of Indian exports to the USSR_, and (ii) the special relations · 

existing between the two countries. 

The performance of Indian e~ports to the USSR was truely remarkable. Over the 

15-year period 1970-85, aggregate exports from India rose at an average annual exponen

tial rate of 16.8 per cent in constant rouble terms. 

There seemed to be extremely high volatili~y in total Indian exports to the USSR. 

The index of instability of this aggregate measure was 1.37 over the 1970-1985 period, 

which meant that the de-trended exports varied between one and twice the mean value. In 

comparison with the index of instability of total Soviet imports which stood at 1.26, it· 

app·eared thatthe difference between the variability of Indian exports to and total imports 

by the USSR was not large at all.So far aggregates are concerned, India's exports to the 

USSR suffered from no greater instability than Soviet imports in general. But Indian ex

ports to the USSR grew much faster than total Soviet imports (16.8 per cent per year as 

compared to 5.9 per cent). ln general, high growth rate was associated with high volatility. 
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So aggregate study proves that Indian exports to the USSR were unusually unstable. 

But in disaggregate study, the picture is different. A total of 31 products were taken by Mr. 

Pranab sen62 which were prominent in 1970s. The following table shows the associated 

growth rate and indices of instability. 

Table-XII 

COMMODITY-WISE GROWTH RATES AND INSTABILITY INDICES OF IN

DIAN 

EXPORTS TO USSR 

SLNo. Commodity Growth Rate Instability Index 

(Per cent) 

1. ' All commodities 1.6.8 1.37 

2. Leather 28.2 0.90 

3. Tobacco 10.6 2.13 

4. Essential oils 14.8 1.27 

5. Shellac 0.6 1.00 

6. Sacks(bags) 6.6 2.65 

7. Jute Packing material 5.8 3.14 

8. Coffee( raw) 17.0 1.06 

9. Tea 11.6 1.69 

10. Spices 8.0 2.43 

11. Black Pepper 7.0 2.47 

12. Cashew nuts -10.0 6.22 

13. Cotton Textile 18.4 0.72 

14. Medicines 22.5 0.55 

15. Printing Materials 15.1 0.69 

16. Cinema film 16.4 1.43 

17. Cinnamon 11.7 1.58 

18. Machinery & equpmt. 32.8 0.73 
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19. Medicinal Materials 36. r 0.82 

20. Ginger 0.2 3.54 

21. Coir products -2.0 4.48 

22. Garage & Auto equpmt. 20.0 0.86 

23. Soaps & Cosmetics 52.5 2.07 

24. Floor coverings 15.10 1.06 

25. Elect. Eng. Equpmt. 26.10 0.57 

26. Ores, minerals 7.0 2.23 

27. Organic & Synth. dyes 8.8 2.06 

28. Coffee(ground) 22.2 1.39 

29. Fishd & Semi f.Leather 15.7 1.35 

30. Shoe uppers 35.6 0.72 

31. Rice 10.6 1.87 

32. Bedsheet,towels etc. 42.7 0.67 

Source: Sen, Pranab(l989) 

The growth rate ranges from -10% to 52.5 % and instability index varies be

tween 0.55 and 6.22. This highlight~ the posssibility that the degree of instability is very 

high in a few products. 

aged. 

Total 32 products were classified into four-fold typology: 

(a) High growth/high volatility (HG/HV) products. 

(b) High growth/low volatility (HG/L V) products. 

(c) Low growth/low volatility (LG/LV) products. 

(d) Low growth/high volatility (LG/HV) products .. 

The above category has the following implications : 

(a) products had a bright future in the Indian export basket and so it was encour-

(b) products were the star performers for the future so these were actively promoted 

(c) group constituted a fairly high priority class of commodities in the Soviet import 
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basket. 

(d) group was actively discouraged. 

Classification of the 31 selected products on the basi~ of the above typology is given 

in the followig Table: 

Table-XIII 

ClASSJFlCATION OF PRODUCTS BY GROWTH PERFORMANCE AND INSTABlUlY 

Growth· 

High(HV) 

3. Tobacco 

6. Sacks(bags)' 

7. J~te Packing Matrl. 

9. Tea 

10. Spices 

11. Black Papper 

Low(LG) 12. Cashew Nuts 

16. Cinema film 

17. Cinnamon 

20. Ginger 

21. Coir products 

26. Ores, minerals and clay astron 

27. Organic & synthetic dyes 

31. Rice 

Volatility 

Low(LV) 

4. Essential Oils 

5. Shellac 

15. Printing Material 

24. Floor covering 

29. Finished & Semifinished leather 

------------------------------------------------------~---------------------------------------------------

High(HG) 

23. Soaps & Cosmetics 

28. Coffee (gorund) 
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2. Leather 

8. Coffee (raw) 

13. Cotton textiles 

14.Medicines . 
19.Medicinal materials 

22.Garage & auto equpmt. 

25.Eicc. Eng. equ~mt. 



Source: Sen, Pranab( 1989). 

The observation from the above chart is as follows: 

30.Shoe uppers 

32.Bed sheets,towels 

18.Machinery & equpmt. 

(i) Most consumer manufacturers seem to fall into the high growth category with high volatility. 

(ii) All capital goods are in the category ofHG/LV. 

(iii) All primary products are in LG category and in HV class. 

(iv) All intermediate goods show LV. 

Causes of Instability studied by Sen: 

Export instability may be determined by factors which operate either through de

mand or through supply. Sen took only demand instability which may arise from two pri-

mary sources: . 

(i) when the product has a low priority in the over-all import plan, such that any cutback on 

planned imports falls disproportionately on the product. 

(ii) when the import of the product is reduced prop~rtionately to total imports, but the 

cutback falls disproportionately on the particular source. 

The importance of knowing into exactly which category Indian exports fall is quite 

obvious. This would almost certainly be an input into any negotiations with the USSR. 

HARDCURRENCYCOMPONENT 

The Kandla Free Trade Zone in India was established with a view to promoting 

exports to the Soviet Union. Many items such as spectacle frames, tape-recorder, cassetts 

were the export items of this free trade zone. These items were imported from the hard 

currency areas and exported to rupee payment areas with little or no processing in India. 

For this type of export, only concerned exporters were benefited, but it was considered to 

be a national loss. However, the trade protocol for 1984 inciLJded exports of spectacle frames 
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to the Soviet Union. So, it was sugg~sted that where these types of exports were inevitable,· 

one understanding should be made with the rupee payment countries to compensate the 

hard currency component of imports. 

TRADE DIVERSION/TRADE CREATION AND LACK OF TRADE DIVERSIFIC'A

TION 

One important question that was raised: whether bilateral trade between these two 

countries led to trade creation for India or trade diversification from hard currency areas .. 

The USSR's share in India's total exports decreased from )3.7 per cent to 9.9 per cent in 

1979/80; it recovered dramatically in the following three years to 18.3 in 1980-81, 21.3 in 

1981-82 and 19 per cent in 1982-83 .. This sudden increase in exports to the USSR, coupled 

with an absolute decline in exports to the OECD countries from Rs.36, 106 million in 1979- · 

80 to Rs.31 ,262 million in 1980-81, can reasonably lead one to speculate that the growth in 

India's exports to the USSR in the early 80s may have been at the expense of exports to 

hard currency markets63 . An examination of trend ·growth rates in the following table by 

commodity category suggests that such a diversion in case of cotton and jute textiles, wool, 

carpets/rugs and some items of clothing may have occured. 

TABLE-XIV 

GROWTH RATE OF EXPORT TO THE USSR AND THE REST OF THE WORLD 

(1970-71- 1981-82) 

USSR Re:•t of tire World 

Volume Value Volume Value 

Cashews 23.6 4.9 

Coffee 27.0 69.1 9.0 36.1 

Tea 6.6 23.0 -1.0 16.8 

Pepper 11.9 22.8 -1.1 6.0 

Other spices 9.0 23.0 12.5 14.2 
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Oilcakes 7.9 18.6 -3.6 9.0 

Jute, raw 4.1 12.8 -0.7 2.4 

Mica 2.9 15.9 6.9 3.3 

Tobacco,unmanufcd. 17.3 32.3 2.5 16.1 

Lac 6.3 17.6 -4.3 9.6 

Cotton piecegoods 

(1970-71 -76-:77) 11.4 31.3 4.1 28.5 

Leather 16.2 16.0 

Cotton fabrics woven 

(77-78- 81-82) 257.7 332.5 -33.3 -14.5 

Jute fabrics woven 

(77-78- 81-82) 49.5 32.2 -4.7 -4.9 

Manuftrs oftextile mtrls 

(1977-78- 81-82) -56.8 -27.8 155.9 51.9 

Floor covrg,wool carpets 

(1977-78- 81-82) 148.6 67.6 -40.9 -20.6 

Mineral manufactures 

(1977-78- 81-82) 45.0 74.1 27.8 9.3 

Aluminium 16.5 36.3 -22.5 7.6 

Clothing 

(1977-78- 81-82) 143.9 168.2 97.1 124.2 

Dresses 

Textile fabrics(men) 41.5 50.9 -41.5 -28.7 

Knitted gannents 45.5 45.5 76.6 65.4 

Drcsses,skirts 411.2 243.7 13.3 27.9 

Cotton,undergem1ents 95.1 87.1 13.1' 39.9 

Cotton· fabrics 73.1 5.4 

Textile fabrics 

(70-71 - 76-77) -6.4 13. I 125.0 154. I 

Jute manufactures 

(70-71 - 76-77) 25.1 5.6 
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Clothing(70-71 - 76-77) ULY 66. t) 

Footwcar(70-71 76-77) -1.4 II. I 4.0 39.5 

Art works, antiques 76.6 35.R 

Imitation jewellery 36.0 9.0 

According to AshaDatar, about 20-25 per cent oflndia's exports to the East European 

countries were diversionary, in the sense that they. could have been exported to the hard 

currency areas. 

In order to study the trade diversion of Indo-Soviet trade, M.S. Gael took a numb_er 

of majo~ traditional goods which were exported to the USSR. According to his study64, 

there was some diversion of exports to the USSR in some years but it was .not sizeable. In 

case of jute manufactures, diversion is seen during 1970s. The main years of diversion are -

1973-74 and 1974-75 for jute sacking and 1974-75 forjute goods. Tea exports witnessed 

diversion during 1960s; cashew kernel during 1970s bU{ mainly in 1977-78; tobacco 

manufactures during 1970s mainly in 1977-78; coffee _during 1960s, i.e. in 1965-66 and in 

1969-70; oil cakes during 1960s but negligible; pepper during 1970s mainly in 1977-78; 

leather and leather exports during 1960s. Gael has shown a number of reasons for such 

trade diversion: 

(i) low price and income elasticity of demand for India's major exports in free market 

economies; 

(ii) developing competition from synthetic substitutes for goods during 1960s; and 

(iii) high tariff, local taxes and severe quota restrictions in many importing countries of the 

west. 

lt was pointed out by GidadhubJili~ that India'.s imports from the USSR were not 

sufficiently diversified much against the desire and expectations of the Soviet Union.ln the 
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1960s, about 75 per centof Soviet exports to India consisted of machinery and equipments 

for her industrialisation, but this was changed in 1980s. The main items of Soviet exports at 

that time were oil, oil products, fertilisers, newsprint and so on. In this context, indian 

trading companie~ had ~n idea that import trade promotion was matter of government policy 

as most of the import items were required for the public sector. On the other hand, private 

sector's demand of the similar type were linked with western technology. 

TRADE RELATIONS WITH THE IMPERIALIST 

.. 
The scale of trade between India and the USSR inevitably aroused much debate 

among Indian economists. Some of them saw such flows as benefiting only the USSR, 

described as imperialist66
. According to them, the methods used by Soviet socialist-imperi

alist to penetrate the Indian State were to deploy cunningly about Rs.l ~000 crores of capital 

within August 1971 to get a stronghold upon Indian bureaucratic capital. Their investments 

were eye- catching, concentrated and selective; whereas the investment of US was scat

tered('7. lt was also viewed that by virtue of their power over bureaucratic capital, Russia 

had a firm grip on the Indian economy. For it was bureaucratic capital which had controlled 

nearly all import and export trade, banking and insurance. Through loans and investments, 

the Government gained 51 per cent indirect control over the private sector. D.P. Dhar, the 

then representative oflndia to the USSR settled three issues prior to Indira Gandhi's Mos

cow visit in 1971 6~: 

(i) identification of newer items of Russian consumer needed, which Indian industry could fulfil; 

(ii) joint team to provide Russian technical knowhow to India; and 

(iii) expioration ·of new avenues of industriaJ co-operation involving third countries. 

It was viewed that the first was an extension of earlier contracts under which Russia 

would purchase cotton from Sudan and send it to .India, which then turned it into fabric 

textile and despatch the same to the Soviet Union by exploiting India's underpaid labourers. 

The second amounted to further increase of Russian capital in India's dilapidated economy, 

which had not got the strength to pay even the interest or kingly salaray to the Russian 

technicians. And India was submerged in debt. The third issue amounted to using India as 

the stage-:-post for Russian social-imperialist. 
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INFORMATION &'AP 

In spite of phenomenal growth in Indo-Soviet trade, there had been an information 

gap among the Indian trading cummunity and policy-makers about Soviet trading methods 

and practices, the nature and scope of Soviet import markets and above all about Soviet 

economic p'erformance a:nd progress. On .the other hand, the Soviet economists, pqlicy

makers and trading organisations had a good knowledge about Indian economy and its 

markets. Two causes were earmarked for this: first, there was difference in economic and 

political systems of the two countries; and secondly, the USSR undertook a systematic and 

intensive study on India. 

APPENDIX-I 

GROWTH OF INDO-SOVIET TRADE, 1952-53 TO 1984-85 

(In Rs. crores) 

Year.~ Total Exports Imports Total Annual Growth 

value to from value average rate 

of USSR USSR of ill% 

Indian Indo-

Trade Soviet 

Trade 

19- 1 2 3 4 5 6 

52-53 1,268.71 .85 .24 1.09 

First Trade Agreement 

53-54 1.140.69 1.15 .60 1.75 

54-55 1,24R.77 2.12 l.R I 3.93 124.57 

SS-56 1,375.14 ' 3.26 6.21 9.47 17.74 140.97 

56-57 1,444.92 15.50 16.91 32.41 242.24 

57-5R I ,646.53 16.66 24.47 41.13 26.91 

Second Tradc.Agrccmcnt 
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Percentage Trade 

share balance 

of Indo-

Soviet 

Trade to 

Total 

Indian trade 

7 8 

0.08 

0.15 + .55 

0.31 + .31 

0.68 2.95 

2.24 1.41 

2.49 7.RI 



5H-59 1.4H7.76 25.90 17.21 43.11 ' 4.HI 2.89 + R.69 

59-60 I ,600.42 30.38 17.19 47.57 10.35 2.97 + 13.19 

60-61 1,799.91 28.81 15.87 44.68 60.88 -6.08 2.48 + 12.94 

61-62 I ,783.72 32.21 39.94 72.15 61.48 4.04 7.73 

(J2-(L1 I,!WJ.l8 28.25 58.64 86.89 20:43 4.(>9 30.39 

'lllirc.l Tmc.lc Ag.rccmcnt 

63-64 2,01(>.09 52.10 68.46 120.56 31!.75 5.97 16.36 

64-65 2,165.33. 77.92 77.98 155.90 29.31 7.19 0.06 

(J5-66 2,214.17 92.98 83.17 176.15 229.19 12.99 7.95 + 9.81 

66-67 3,231.3 123.37 113.80 237.17 34.64 7.34 . 9.57 

67-68 3,200.4 121.79 111.22 233.01 - 1.76 7.28 + 10.57 

Extension of Third Agreement 

68-69 3,262.8 148.31 185.51 333.82 43.26 10.23 37.2 
~ 

69-70 2,975.6 176.37 171.33 347.70 4.15 11.68 + 5.04 

Fourth Trude Agreement 

70-71 3,169.4 209.85 106.68 314.53 - 9.54 9.92 + 105.17 

71-72 3,432.7 208.70 81.66 290.34 475.31 -7.80 8.46 + 127.04 

72-73 3,838.2 304.76 105.72 410.48 41.36 10.69 + 199.04 

73-74 5,478.7 .285.80. 245.70 540.50 31.69 9.86 + 31.1 

74-75 7,R47.6 · 418.20 402.50 820.70 51.14 10.46 + 15.7 

Firth Trude Agreement 

75-?o '9,099.4 . 416.00 309.78 725.78 -9.86 7.97 + 106.22 

. 7o-77 I 0,220.0 466.54 316.00 782.54 991.00 4.42 7.65 + 150.54 

77-7'1l 11,429.0 656.31 446.31 1,102.62 42.72 9.64 + 210.00 

78-79 12,495.0 410.59 400.51 881.10 -20.10 7.05 59.92 

79-80 15,114.2 638.60 824.33 1,462.99 79.99 9.67 185.73 

Sixth Trade Agreement 

R0-81 19,234.0 1,226.00 1,013.70 2,239.70 41.22 11.64 + 212.30 

81-82 21,007.08 1,661.05 1,136.31 2,650.31 2,860.12 17.29 12.61 + 524.74 

82-83 23,263.51 1,558.30 1,51:3.44 3,071.74 15.90 13.20 + 44.86 

X3-84 25,635.05 1,305.30 I ,658.5X 2,963.88 11.83 11.56 353.28 
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X4-X5 2X.651.88 I ,635.00 I ,740.00 3.376.00 13.07 11.78 I 05.00 

Source: ( ioel .M.S.:Jndo-lJSSR Tradt.: and Economic Rclalions.I9X7. & ])( iCl & S. 
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