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CHAPTER - ...:£!__ 

_TREND IN· FORUJ:L_'TRADE OE, IND.J.1_ 

IV.1. 1ntroduct~ul 

Int:ernational environment for the promotion of 

India's trade has been highly unfavourable since the early seven

ties. Protectionism of the developed world, steep ri'S·e in oil 

price and the inflationary pressure have brought about a massive 

shift in the structure of Inaias international payments. Ineffi

ciency in internal management of the economy also added to the 

problem. The balance of trade deficit has been increasing alarm

ingly .. It stood at US $ 5,824 million at the end of 1988-89 as 

mentioned in the pr'eceeding chapter. ·In this chapter, however, we 

give a detail look to the pattern of India~· exports, imports and 

the direction of India:S trade a 

The major commodities of India.s exports are listed 

in the Table IV.l. It is observed from the. table that agricultural 

and allied products contributed impressively to the total exports 

of India during 1980s~ In the total average exports of~. 1,705 

crore in 1970-72, this item's share was Rs. 456 crore (26,.74 per 

cent), in 1980-82 in the average total exports of Rs.7,773 crore 

Rs~ 2,243 crore ( 28~86 per cent ) and finally in 1987-89 out of 



~. 21,196 crore, ~. 4,037 crore ( 19.05 per cent ). Under the 

agricultural and allied products the important items are ---

tea and mate, coffee, fish and fish preparation, cashew kermels 

rice, spices and tobacco. The highest contribution registered 

by tea. and mate was ~. 150 crore in 1970-72, ~. 397 crore in 

1980-82 and ~. 709 crore in 1987-89. The lowest amounts were 

earned by the spices ( Rs$14 crore ) in 1970-72, ~. 24 crore by 

fruits, vegetable and pules in 1980-82 and by sugar and molasses 

~. 18 crore in 1987-89. The exports of some of the items incres

sed considerably over the period 1970-89. For example, fish and 

fish preparation which was ~ ... 24 crore only in 1970-72, jumped 

to ~. 617 crore in 1987-89, and. spices from ~. 14 crore in 

1970-72 to ~. 296 crore in 1987-89. On the other hand, export 

of sugar and molasses and raw cotton declined remarkably from 

~. 53 crore in 1980-82 to ~. 18 crore in 1987-89 and from ~. 

103 crore in 1980-82 toRs. 86 crore in 1987-89 respectively. 

Under the broad heading of Or~s and Minerals. ( excl. i 
I 
I 

coal) the two items are mica and iron ore. Iron ore formed the ; 
- - I 

major share of exports 1-iere .. contributing Rs .. 111 crore in 1970-72 

~ .. 345 crore in 1980-82 and Rsa 718 crore in 1987-89 while mica 

earned Rs. 16 crore, Rss 22 crore and Rs. 27 crore over the same 

periods respectively. 

Exports of manufactured goods earned the highest 

amount during 1970-89, and it increased unbelievably from Rs. 

701 crore in 1970-72 to ~. 4,223 crore in 1980-82 and jumped 
I 

to Rs .. 15,438 crore in 1987-89. It is a clear sign of rapid deve-
1 

lopment of industrial sector in India. Among the manufactured / 
I 
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goods, handicrafts ( incl. carpet hand-made ) consist of jems 

and jewellery which are included in "other exports" in 1970-72 

came to the second position ( Rs .. l170.crore ) in 1980-82 and went 

upto the highest position /(Rs. 4813 crore) in 1987-89. Textile fab

rics and manufactures which formed the highest amount of exports 

( Rs. 1779 crore ) in 1980-82 came to the second position contri

buting Rso 4141 crorec Exports of jute manufactures showing little 

improvement in 1980-82 declined finally in 1987-89. Leather and 

leather manufactures, machinery, transport equipment and metal 

manufactures and chemical and allied products are also the impor

tant constituents of exports of manufactured goods. 

India also exports mineral fuels and lubricants (incl. 

coal). From 1970-72 to 1980-82, within ten years, exports of this 

items increased to Rs .. 498 crore from only Rs. 19 crore and finally 

to Rs. 638 crore during 1987-89. 

The exports as percentage to the aggregate exports 

of India are shown in the parenthesis of the Table rv .1. It is 

noticed from the table that the exports of manufacturing goods 

occupied the highest percentage throughout the period under inves

tigation. The percentage share of this item increase to 54o33 in 
r~ 

1980-82 from 41.11 in 1970-72 and further it increased to 72~83 

finally in 1987-89. Among the 7 items included in manufactured 

goods, handicrafts ( incl. carpet hand-made ) and textile fabrics 

and manufactures jointly shared more than fifty per cent of the 

total ·exports of these items. Agriculture and allied products came 
1 

to the next. The average share ·of this item was 26.74 per cent in 
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L~-i.Xl9ID'ii g: MAJQB ~OMMQQI~ 

(Value in Rs.Crore) 

~-:-----;--~--~--~--~--~-~-~--~-~--:-----n97o-72 ____ oi9so:Sz_T_i987 l ---"1.988 Q 1989 1 1987-89 
-------~------------------ ---~ua._.L_ ~ !A1!rao2 . D j . ~- ~ (AJC§U&! J 

I. Agricultrel and allied products 456 2243 3504 3728 4879 t OJO or 'Which : (26.74) (28.88) 19 .05) 

1. Coffee 27 1.82 2€-2 294 347 JOl 

2 • Tea an:l mate 150 397 601 609 917 709 

3· Oil cakes 57 131 213 409 610 4ll 
4• Tobacco 47 208 135 126 175 145 
5. Cashew Keme ls 61 152 I 315 276 )68 320 

6. Spices 14 68 I JJ7 275 277 296 

7. Sugar and molasses 24 53 12 10 33 18 

8. Raw Cotton 17 lOJ 110 21 128 86 

9. Rice - 270 339 JJl 427 366 
10. Fish and Fish preparation 42 289 533 630 687 617 

11. Meat ani Meat preparation - 72 88 94 144 109 

12. Fruits, Vegitables ani p1lses 17 24 128 170 202 167 

13. Mise. processed foods (incl. fruits & juice) - .. 113 174 177 210 187 

II. Ores am minerals(exel. coal) 127 455 765 1003 1363 10M, 
Of 1oilich : (7 .4;) (5.85) (4.9-4) 

1. Mica 16 24 ' 23 29 JO 27 
• ! 

2. Iron Ore 111 34~ 
~ 554 673 928 718 ~ • 

III. Manufactured goods 701 422f. 10,707 14,947 20,659 15,438 
or wch : (41.11) (54 .~H) (72.33) 

1. Textile fatrics & manufactures 84 1779 
i 

3303 3722 5398 4141 
(exel. carpet ham-made) 

or which : 
(a) Cotton ya11n, fabrics mad.eup etc. 73 281 ll45 ll55 1507 1269 

(b) Readymooe garments of all textile 
3226 materials ll 455 1.820 2102 2383 

2. Coir yearn ani Manufactures 13 24 30 32 41 J4 
3. Jute mamf'actures incl. tvist & yarn 235 265 241 233 296 257 
4• I.e~ther & leather manufactures incl. leather 

footwear, leather travel goods & leather 
garment-s 123 Je7 1250 1522 1950 1574 

5. H!lniicrafts(incl. carpet hand-made) 
-- -· 1170 3167 5103 6168 481) 

or which Gems ani jewellery - 771 2613 4392 5296 4100 

6. Chemical ani allied products 31 312 801 1288 2143 1411 
7. M~IDhinery, traqx>rt eqllipDent ani metal 

manufacures incl. iron ani steel* 1)1 854 ]480 2256 3289 2)42 

IV. Mineral fuels ani lubricants(incl. coal) 19 498 657 518 740 638 
(1.11) (6-41) (J.Ol) 

v. Others 402 J56 40 40 40 40 
(2J.7;) {4.5B) (0.19) 

------- ---·--------.-------------·---
TOTAL 1705 m3 15674 20232 27€-81 21196 

-------------------- _ _nool (100} -- -- ---- (lOOl 

* Also includes electronic goods ani computer software. 

~~-: (a) ExiQrts of crude petroleum because of swapping of lbmbqy High in 1985-86 
was Rs.l35.2 crore and there were no crude oil exJ;.Orts in subsequent years. 

,iQurc~ 

(b) Figures for 1989 are provision~! 

(c) V~:~lne figures rounded off to Rs.crore 

Collected arxl computed from Economic Survey, Government of In:lia, 1991-92, Part-II. 
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1970-72, increased marginally to 28e86 per cent in 1980-82 but 

declined to 19.05 per cent in 1987-89. It is a good sign of indus-

trial development in India as the percentage share of agricultural 

products have been declining and the same of manufactured goods 

have been increasing. During 1987-89, the average share of other 

items are ores and minerals(excl.coal) 4G92 per cent and 

mineral fuels and lubricants(incl. coal) 3.01 per cente 

From the foregoing analyses it is observed that 

Indian industrial sectors have made a significant improvement 

during the 1980se The growth in exports of manufactured goods 

was, however, achieved at a very heavy cost. The import of input 

for many of these exports was very high and there had to be a 
I 

substantial inflow of foreign investments. 

rJ .3. Pattern of India's Ill'!PQrts :. 

The principal components of India's imports during 

the eighties were : capital goods ( incl. machinery and equipments~ 

petroleum oil and lubricants and raw materials and intermidiate 

manufactures., The Table rJ .. 2 gives the detail composition of 

India's imports. It reveals from the table that in 1970-72 raw 

material and intermidiate manufactures consist of eleven items 

contributed the highest amount of ~e 1020 crore to the Indian 

imports followed by capital goods Rs. 479 crore, food and live 

animal chiefly for food ~. 142 crore and the lowest amount of Rs., 

134 crore in'other imports' ( unclassified ) and the same tendency 

is observed in 1980-82 alsoe Complete data for 1987-89 are not 

available. 
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Cereal and cereal preparations are the main consti

tuent of food and live animal chiefly for food (excl. cashew raw) 

whose imports were ~. 142 crore in 1970-72, ~. 569 crore in 1980-82 

and the figures for 1987-89 ,are not available. 

Among the items of raw materials and intermidiate 

manufactures, fertilizers and chemical products contributed the 

highest amount of Rs., 246 crore to the Indian imports on an average 

during 1970-72 followed by iron and steel Rs .. 204 crore, petroleum 

oil and lubricants Bs0 178 crore, fibres Bs. 127 crore and non-f errou~s 

metal Rs., 110 crore.., The lowest amount of Rs. 4 crore was spent for 

the imports of c~ude rubber ( incl. synthetic and reclaimed). But 

in 1980-82 the picture was little different. Petroleum oil and 

lubricants which was j_n the second position in 1970-72, came first 

in 1980-82 spending Rs. 5359 crore. Information in this regard are 

incomplete for the period 1987-89. The import of petroleum oil and 

lubricant which was Rs. 178 crore in 1970-72, jumped to Rs~ 5359 crore 

( may be due to price hike of petroleum in 1974-75 ) in 1980-82 

and it is' very interesting to note that the imports of this item 

declined to Rs .. 4892 crore at the .end of 1980s. Among the fibres, 

imports of rallY cotton which was Rs. 101 crore in 1970-72 declined 

drusticallY to Rse 4 crore in 1980-82 and finally it increased to 

Rs. 36 crore in 1987-89 but could not reached td the level of 1970-72 

In the broad heading of imports of capital goods, 

non-electric machinery' apparatus and appliances acquired the 

highest amount in all three parts of observation i.e. ~. 276 crore 

in 1970-72, ~. 1292 crore in 1980-82 and ~. 3077 crore in 1987-89. 

The two important imports under this group are electric machinery, 
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apparatus and appliances and transport equipments. 

In overall observation of the table it reveals 

that among raw materials and intermidiate manufactures imports of 

raw cotton,.petroleum oil and lubricants declined in 1987-89 and 

the imports of crude rubber, raw wool, edible oil,. fertilizer 

and fertilizer!.materials, chemical elements and compounds, medi

cal and pharmaceautical products,~precious and semi-precious 

stone and iron and steel increased considerably over the period 

1970-89e A significant increase in the imports of capital goods 

can also be observede The import' of these items was Rs. 479 crore 

in 1970-72, increased to ~e 2241 crore in 1980-82 and further 

increased to ~e 7451 crore in l987-89e The total imports of the 

major commodities which was Rs. 1775 crore during 1970-72, jumped 

to RsG 13,483 crore in 1980-82 and it jumped again and increased 

more than double i.ee to Rs. 28,625 crore finally in 1987-89. 

From the imports of these group of items as per-

centage to the total imports of India, it reveals that the imp

orts of raw material ancl intermidiate manufactures occupies the 

first place both in 1970-72 and in 1980-82 ( 57e46 per cent and 

75e50 per cent· respectively ). Import of capital goods came to 
I 

the second place with 26e98 per cent in 1970-72, dropped to 16.62 

per cent in 1980-82 and finally in 1987-89 it increased upto the 

level of 1970-720 Imports of foodgrain showed a declining trend 

in percentage. 8 per cent of India's aggregate imports was for 

foodgrain in 1970-72 and it reduced nearly fifty per cent and 
reached to the level of 4.22 per cent ... It means India has been 

gaining its self-sufficiency in food production. It is also observ 



!rtble - IV,2_ 

INliA'S IMPORTS OF MAJOR COMMODITIES 
(Value in Rs .c ro re 

----~- 0 m m ~- i t i e .------..~--~;70=72_-,..,1 o--·;-9-8-0--8-2___,J,__l:_9_87---~-o --i~ J 1989 !1987-89 

-------- _ ~ (Average~ (Average) _ ~ _ _ (Average) 

I. Food ani live animal Chiefly for food 
(excl. Cashew rav) 

Of \oiri.ch Cereal and cereal preparation 

II. Rav materials and intermedi'\te manufactures 
Of which : 
1. Ceshe1oa1ut (unprocessed ) 

2. Crude rubber(incl. Synthetic and reclai.lood) 

3· Fibres 
or which : 

a) Synthetic ani regenerated fibres 
(man made fibres) 

b) Raw ~ol 

c) IV\v Cotton 

d) Rav jute 

4• F9troleum oil & lubric!.llt:3 

5· Animal am vegitable oil 1m3 fats 

Of which : Edible oils 

6. Fertilizer and Chemical Products 
or which : 
a) Fertilizer & fertilizer materials 

b) Chami.c~l eleuents & compoums 

c) Dyeing, tanning am co louring materials 

d) Medical & FhArmaceutic~l products 

e) Platic material, regenerated cel1ulose 
& artificial resins 

7 • Pulp & Vl!Ste pgpar 

8. Paper, Paper Board and manufactures thereof 

9 . N::>n-matelic mineral manuf::tctures 

or which : Pe'irls, precious am 
semi-precious stones 

10. Iron & steel 

11. N:>n-ferrous metals 

III.Capital goods* 

or which : 

1. Manufactures of metals 

2. N:>n-electric machinery,app~rntus & appliAnces 

3. Electric machinery, app-aratus & appliarees 

4· Transport equipments 

IV. Otherf;l (unclassified) 

]42 
(8.00) 
]42 

1020 
(57 ·46) 

29 
4 

127 

12 
101 

1 

178 
36 
36 

2.1,.6 

119 
77 

9 

25 

10 

11 

30 

42 

- 204 
110 

479 
(26.98) 

7 

276 
103 

87 

134 
(7.75) 

5~9 
(4.22) 

273 

10180 
(75-50) 

9 
56 

221 

138 

42 
4 
3 

5359 
615 

564 
1384 

628 

422 
25 
86 

128 

32 
197 

639 

5:14 
1076 

406 

2241 
(lb.62) 

116 

1292 

360 

472 

493 
(3 .66 ) 

N.A. 

66 

N.A. 

64 
120 

N.A. 

30 

132 
1 

3 
4043 

N,A. 

969 
N.A. 

508 
1002 

89 
168 

567 

239 
270 
N.A. 

2018 
1320 
6)9 

6566 

161 
2826 
1093 

760 

N.A, 

---------------------------------

N.A. 

774 

N.A. 

61 
17) 
N.A. 

3:3 

157 
99 
6 

4358 
N .. A .. 

730 
N.A. 

934 
1894 

92 
236 

809 

260 

J05 
N.A. 

3176 
19)3 

776 

6956 

193 

2872 
1563 
753 

N.A. 

N.A. 

378 

N.A. 

77 
172 

N.A. 

~5 

172 
9 

11 

6274 
N .. A, 

211 

N.A. 

1777 
2135 

]46 

272 

996 

304 
358 
N.A. 

4242 
2)05 

1253 

88)1 

271 
3532 
1921 

1526 

N.A. 

N.A. 

406 

N.A. 

67 
155 

N.A. 

43 

154 
36 
7 

4892 
N .. A .. 

637 
N.A. 

1073 
1700 
109 
225 

791 

268 

311 

N.A. 

3:145 
185) 
889 

7451 
(26 .OJ ) 

200 

3077 
1526 
1013 

N.A. 

TOTAL 1775 13483 22224 28235 35416 28~25 
----~1991_______ __ _____________________ _ljQQl__ -------------- _______ _j].QQl 

* From the year 1987 o.nward capital goods include proJect goods. 

N:>tes : (1) N.A. = N::>t Av!lilable ; (2) Figures for the ye~r 1989 are provisional ; 

Source : Collected am comp.1tad from Economic Survey, Government of Imia, 1991-92, P"lrt-II. 
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from the table that in 1980-82 petroleum oil and lubricants 

costed more than fifty per cent of the total imports of raw mate

rials and intermidiate manufactures. 

IV.4. Direction of India's Trade: 

In the direction of India 1 s trade the tradi

tional areas still •ccount for the largest share, although a 

considerable diversification has also come about. The direction 

of India's exports and imports including the balance of trade 

have been presented in Table N .3 e It is evident from the table 

that India has bigger trade-tie with OECD ( Organisation of Econo

mic Cooperation and Development ) countries. However, a detail 

analyses of the direction of India's EXIM ( Exports and Imports ) 

and the position of Balance of Trade with different countries 

are given in the following sections : 

N .4.1. Destination of India's 'Exports;_ 

It is observed from the table that out of the 

total India's exports of Rs. 7,773 crore in 1980~82 on an av.erage, 
. 

the highest amount of Rs. 3,370 crore was for the OECD country 

group consisting of the major countries of EEC, North America and 

Ocenia followed by Eastern Europe Rs. 1,829 crore, Developing 

countries Rs. 1195 crore, OPEC Rs. 835 crore and the Others Rs .. 544 

crore. Among the three groups of countries of OECD, the EEC con

sists of Belgium; France, FGR, Netherland and UK consumed the li9n 

share of India 1 s exports in 1980-82.-. Among these countries, UK 

imported the highest ( Rs. 412 crore ) amount of goods and Nether·-

land the lowest of Rs. 124 crore from India during 1980-82. USA of 
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North America and Japan of Asia and Ocenia also purchased goods 

in significant values i.e. ~. 864 crore and ~. 707 crore respec

tively over the same period. Iran, Kuwait and Saudi Arabia of 

OPEC group, USSR ( Now Russia ) of Eastern Europe and Asian 

countries of Developing countries imported goods of Rs. 107 crore, 

Rs. 191 crore, Rs. 1519 crore and Rs •. 846 crore respectively from 

India on an average during 1980-82. 

In 1987-89, direction of exports remained same by 

and large. India's exports to OECD was in the highest ( Rs. 11628 

crore ) level, next is Eastern Europe with Rs. 3762 crore, Deve-

loping countries Rs. 3255 crore and the Other countries with Rs. 

1220 crore. 

As a whole,, India's exports to OECD countries, 

specially to FGR, UK, USA and Japan increased to Rs. 1358 crore, 

Rs. 1257 _crore, Rs. 3707 crore and PIS~ 2165 crore respectively in 

1987-89 on an average from Rs. 359 crore, Rs. 412 crore, Rs. 864 

crore and Rs. 707 crore respectively during 1980-82. Purchase of 

OPEC countries did not register a significant increase during 

1980s except of Saudi Arabia. USSR who was the main purchaser 

of Indian goods in Eastern Europef could only double its imports 

from India within ten years(1980 to 1989). Indian exports to 

Asian countries increased nearly three times at the end of 1980s. 

Hence, considering the nature of increase in India's exports 

to various countries we can come to the conclusion that the 

directions of India's exports remained same over the period of 

1980-89" 

The OECD countries shared the highest percentage 
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of the total exports of India both in 1980-82 and in 1987-89. 

The percentage share of this group of countries which was 43.35 

in 1980-82, increased to 54.86 in 1987-89. The percentage share 

of other co_untry-group in 1980-82 and in 1987-89 are --- Eastern 

Europe 23.53 and 17 .. 75, Developing countries 15.37 and 15.36 

and OPEC 10.74 and 6.28 respectively. It is observed from the 

table that India's exports to Eastern Europe and to OPEC countries 

declined in percentage to its total exports and the same to Deve

loping countries remained unchanged at the end of 1980s. 

rJ.,4.2,. Sources of Indi§.~S Imports: 

Like exports India's imports also from OECD 

countries registered the highest amount both in 1980-82 and in 

1987-89 ( averaged ~.6310 crore and ~. 16221 crore respectively ) 

as shown in the Tq:ble IV.3. In this region the important supplier 

to the Indian imports are : USA, Japan, FGR, UK, Belgium and 

France., These countries supplied goods of~. 1455 crore,~~· 908 

crore, Rs. 821 crore, Rs,. 820 crore, Rs .. 476 crore and Rs. 320 crore 

respecti~ely in 1980-82 and of ~ .. 3167 crore, Rse 2526 crore, Rs. ~- · 

2456 crore, Rs. 2400 crore, Rs. 2040 crore and ~. 1072 crore respec

tively in 1987-89 on averages. 

Among the countries in OPEC region, the contribu

tion of Iran was the highest in 1980-82 ( Rs .. 1147 crore ) and of 

Saudi Arabia in 1987-89 ( ~@.1369 crore ). The lowest amount of 

goods supplied by Kuwait ( Rs. 298 crore )in 1980-82 and Iran 

( Rs .. 221 crore ) in 1987-89., It means, ~an who was in the first 

position in 1980-82 came down to the last at the end of J980s. 
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This may be for the shifting of India's oil purchase from Iran 

to Saudi Arabia. 

In the Eastern Europe, again USSR is the prime 

source of Indian imports. Because, out of total import of ~. 

1505 crore from this region in 1980-82, goods worth of ~. 1188 

crore came from USSR and 1987~89 goods of ~. 1635 crore out of 

~. 2354 crore from the sam e country. 

Among the developing countries, India substan

tially imported from Asian countries. The contribution of the 

countries in thd.s region are --- Rs. 1405 crore in 1980-82 and 

~ •. 3623 crore in.1987-89 out of the total imports of developing 

countries i.e. Rs. 1892 crore and ~. 5030 crore respecti~ely. 

The imports of India from lran, ~raq and from 

· Romania have declined in 1987~89 considering the same in 1980-82. 

India's imports from rest of the countries by and large increased 

during 1980s. Its imports from Belgium increased nearly five 

times ( fro·m ~. 476 crore to Rs .. 2040 crore ) in between 1980 

and 1989 and the contrib~tion of France, FGR, UK, Australia, 

Japan, Kuwait, GDR, Africaand Latin America and Carabean 

countries increased by and large three times within the same 

period. The regional changes between 1980-82 and 1987-89 are 

---- Rs. 6310 crore to ~. 16221 crore for OECD, Rs. 3719 crore to , 

Rs. 3935 crore for OPEC, Rs. 1505 crore to Rs. 2354 crore for 

Eastern Europe and fu~ 1892 crore to Rs. 5030 crore for develop

ing countries. 

Like exports, in India's imports also OECD coun-
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tries contributed the lion share in percentage. The percentage 

share of this group of countries has increased from 46.80 in 

1980-82 to 56.65 in 1987-89. The share of OPEC countries dropped 

to 13.74 per cent in 1987~89 from 27.58 per cent in 1980-82. It 

is interesting to note that the percentage share of developing 

countries has shown considerable improvement ( from 14~03 per 

cent in 1980-82 to 17.57 per cent in 1987-89 ) and the contribu

tion of Eastern Europe to India's total imports declined to 8.22 

per cent in 1987-89 from 11.16 per cent durig 1980-82 on average. 

The balance of trade ( in the same table ) of 

India with all OECD and OPEC countries were negative to India 

and with the countries of Eastern Europe, Africa and with other 

countries ( small countries of Asia and Africa ) were more or 

less positive to India during 1980-82 .. Among the countries, the 

highest negative balance of India's trade in 1980-82 with with 

Saudi Arabia ~G 764 crore followed by with Iraq ~. 616 crore, 

with USA Bs. 591 crore, with FGR Rs .. 462 crore and with UK Rs. 408 

crore. The highest positive balance of India's trade was. with 

USSR Bs. 331 crore followed by Africa Rs. 121 crore and with GDR 

Bs .. 14 crore on average in 1980-82G 

But the balance of trade-position of India during 

1987-89 was something different. The USA who had a huge amount 

of trade surplus in 1980-82, had nearly the same amount /{. Rs .. 540 

crore ) of trade deficit with India. Except this, the pictures 

of rest of the cases remained same as it was in 1980-82"' It l1'B.Y 

be mentioned here that African countries jointly could not have 

the trade surpluses ( like Asia and Latin America ) with India 



Sourc~ : Collected and computed from Economic Survey, Government of Iniia, 1986-87 & 1991-92,Part-I: 

c.c ...... 
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in 1980-82. in 1987-89, they got the trade surplus in·a small 

amount of ~. 4 crore only. Another interesting point to note 

that the EXIM of Romania in 1980-82 were of the same amount 

and finally in 1987-89 this country got a small amount of trade 

surplus ( only ~"' 5 crore ) with India. 

lV,. 5. India's Trade With South Asian Countries: 

Trends in India's trade with South Asian countries 

are discussed here in brief as there will be a detail discussion 

of India's EXIMwith the countries of the region in the next 

two chapters. The Table TV .4 gives the picture of India's trade 

with South Asian countries during 1980-89. It reveals from the 

table that the average exports of India to Bangladesh was $ 75.3 

m~llion, to ~~!dives$ 1.2 million(lowest), to Nepal $ ll5e6 

million ( highest ) , to Pakistan $ 4. 7 million and to Sri Lanka 

$ 97.0 million during l980-89e 

The highest average amount of imports were from 

Pakistan $ 80 .. 1 million followed by Sri Lanka $ 51.7 million, 

Nepal $ 41.5 million. and from Bangladesh, the lowest, $ 16.3 

million·. The amount of imports from 1\aldives are not ava.ilable. 

As regard to the balance of trade with South 

Asian countries, only Pakistan enjoyed surplus balance of trade 

with India in all the years under investigation and the average 

balance of trade was $ 75.4 million during l980se India had the 

favourable balance of trade with rest of all the countries in 

th~ regiona The highest average surplus balance was $ 74Ql millie 

with Nepal followed by Bangladesh $ 59.0 million and with Sri 
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LNJ/J!!§_l'R@~- _i111!i.§!>Q:J1i __ ~IAN QOUlfl'RlE§ IHllii!(i_l2@J 

( V ,qlue in J.1illion US Do llJ>r) 

co~~~~==1~====r~~~J-1981Ti982--I:9s~-I~I~s5 } __ :986-I~~~:~I~??S-1~~--]~T_~=--J~g;--= 
ExiX>rt 106 49 39 66 71 66 68 82 96 110 753 75.3 

Bangladesh Imtx>rt 12 22 22 13 13 15 l4 16 1S 18 163 16.3 

B/T + 94 + 27 + 17 + 53 + 58 + 51 + 54 + 66 + 78 + 92 + 590 + 59.0 ------------"Eif.Ort _______ ,."j _______ i ______ T ___ -r-_~1------r-r------1--- · 1 1----12----i:i---

Maldives Import 

B/T 
-------------E~po~s------95 _______ 79 _______ 75 _____ i06 ______ Ii5 _____ i07 ___ Iii ____ ·132----~5s------1Si ______ ll56 --~i;~c 

Nepal Import 21 21 19 43 44 49 47 51 59 61 415 41.5 

B/T + 74 + 58 + 56 + 63 + 7l + 58 + f4 + 81 + 96 + 120 + 741 + 74.1 
-----.---·--------~--------------------------------------------------------------------------------------------------------------ExJ;ort 2 3 4 4 4 4 4 5 6 11 47 4•7 
Pakistan Import 76 74 56 74 76 85 81 88 101 90 801 80.1 

B/T - 74 - 71 - 52 - 70 - 72 - 81 - 77 - 83 - 95 - 79 - 754 - 75-4 
-------E~t.--wl-65 66 87 -95- ss 91 -109----127 -----l4i---~o---97:o-

sri lanka Import 32 33 23 54 55 61 59 64 73 63 517 51.7 

B/T + f9 + 32 + 43 + 33 + 40 + 27 + 32 + 45 + 54 + 78 + 453 + 45·3 
~~~~---Ex~t------307------r97 -----ISs;----264 ______ 286 _____ 266 ______ 275 ______ 319 _____ 385 --444-------z92s----~92:a:--

wi th Import ]41 150 120 184 1.88 210 201 219 251 232 1.896 189.6 
South Asia B/T + 166 + 47 + 65 + 80 + 98 + 56 + 74 + 100 + l34 + 212 + 1032 + 103.2 

South Asia 
as % '00 Iniia 1s 
aggreg~te exports 

3·58 2-37 1.98 2.89 2.88 2.91 2.93 2.82 2.89 2.80 2.81 

------------------~-------~---------~------------------~--- ------------------------------------------------------------- -
South Asia 
as ;l to Iniia 1 s 
aggregate imports 

0.95 0.97 0.81 1.)1 l.Jl 1.32 1.)0 1.)1 1.)1 1.31 1.17 

------------------------------- -----------------------------w --------------------~------------- ---------- • 

:tbtes : B/T z Balame of Trade. 

Datea on India •s imp::>rts from Maldives .ere not available. 

~1!~2 IMF, Direction of Trade Statistics, Yetirbook, 1990. 
UN, Statistical Year book for Asia am Pacific , 1989 (for 1980 to 1982) • 
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Lanka $ 45.3 million over the period 1980-89 .. This proves the 

suprimacy of India's trade in South Asia region. 

As a whole, India exported goods of $ 2928 million 

and imported necessa~y articles of $ 1896 million to and from 

South Asian countries during 1'980-89. The average positive trade 

balance of India with the countries of the region was $ 1032 

million over the period of 1980s. India, on an average, exported 

only 2 .. 81 per cent and imJ:orted only 1.,17 per cent of its aggre

gate exports and imports to and from South Asian countries 

during 1980-89. 

IV~6. ~~ac~s of Trade Liberalisation in India: 

The Trade Liberalisation Policy, though initiated 

by the Industry and Commerce minister Mr. Ajit Singh of the 

National Front Government in 1990, especially started with more 

emphasis by the present Finance Tv'linister Pfr .. Nbnmoban Singh in 

July 1991 in India .. The central government has already taken a 

number of initiatives to liberalise the imports. One section 

of the economists have appreciated the recent delicencing policy 

of the present government in importing goods from abroad but the 

others have severely criticised the same. The latters opine that 

the entire tariff protection may vanish in the· near future if 

the central government approaches the IIV!F for another round of 

short-term loan and the imports liberalisation if the first and 

the most important condition attached to Fund Lending Programme& 

The restrictions of import policy licensing and 

custom tariffs are being withdrawn altogether in the name of 
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.foreign exchang~ e~rning. The implications in terms of the 

damage of the economic structure are known to rhe policy-makers. 

·.Nonetheless, they persist in adopting the World Bank-IMF model 

for the economy. The socialistic stance adopted by the former 

finance minister are of no avail in the light of these policy 

measures., 

In the EXIM policy for 1990-93, glaring inconsis-. 

tencies co-exists with the declarations of aims and goal~. 

Underlying the pronouncement on export promotion is the overri

ding concern to push a head in the direction of an 1 open 1 econ~:Hny 

to subserve the requirements of tne developed countries.1 

The objectives of export promotion and modernisa

tion of the industrial sector-througb..,.a lib~rai~lmpbtt poiicy 

and relatively low tariff structure does find supporters among

industry and the intelligentsia'., Nonetheless, the goal is 

defeated by a new provision by which the import of second hand 

capital goods which are othen11ise on OGL, is subject to the 

capital goods licensing procedure. The economy is denied the 

advantages of low cost import. 

The·liberalisation also marks confusion on the 

part of the bureaucracy'. It is not able to use the licensing 

instruments to rna ke the move towards the desirable objectives 

of appropriate technology and national self-reliance. 

On the plus side, the new capital goods import 

policy opens the door to new technology., It does not have to 

.--------------------·--------
1., Arun Goyal, ~'I!Jlport-Ex port Policy ---- Alibis for Libera lisa-

. tionn, E;co-no-m:e a.nd. Po.W·i eal We~kly, ,June 16- ~3, 199(),~ Pjt.?IO · 



wait for recognition by the DGTD or the administrative ministry~' 

The indigenour capital goods industry will, however, continue to 

stagnate .. This will be specially true for the public sector which 

was designed to build the muscle of Indian industry. The budget 

reduction of excise duty from 15.75 per cent to 10,.5 per cent 

will hardly help the indigenous industry, given the high.raw 

material cost environment in India~ Perhaps the transition from 

in-house manufacture to import-based assembly-type manufacture 

can be foreseen. The thinking behind the ne"'.r strategy is, being 

coordinated by the department of economic affairs while the basic 

policy_is otherwise managed by the respective administrative 

ministries as such Commerce, Industry, Revenue etc. 

We have, however, to wait till the Ninth Five Year 

Plan to see the success or failure of the trade liberalisation 

policy being adopted by the Government of India. Because, the 

positive or the negative result of the open door policy may come 

out after 4/5 years. 

IV.7. 1m2ects of Faster Growth of_5eEY ice Sector in India: 

Higher demand for consumer goods can be met by 

higher import in an open economy. Relatively faster growth in 

service sector in India increase the import intensity of not only 

the producers goods but the consumers goods too. In the eighties, 

foreign trade of India has been liberalised slowly allowing for 

easier imports of intermidiate products and raw materials for 

the production of producers as well as consumers goods. 

The growth of income would continue to generate a 



high demand for commodities. The commodity sector generate income 

through production of consumption and investment goods. The ser

vice sector, however, do.es not produce commodities. The growth 

of service income would therefore increase only dernand for commo

dities without any effect on the supply. Hence, if there is a 

wide disparity between growth income in serv·ice and commodity 

sector than the gap between demand and supply of consumer goods 

in the country as a whole would further widen. This would result 

in either inflation and/or higher import demand for consumer goods. 

The average annual growth rate of income from commo

dity sector was 2.8 per cent during 1970s while the same was 4.0 

per cent for s0rvice sector over the same period. In the eighties) 

relative growth rates were 4.0 per cent and 6.1 per cent respect

ively.2 So the gap between the growth rate of service and commodi

ty sector has widen in the eighties as compared to the seventies. 

IV.8. Terms of. Trade: 

The rate at which one country's goods are exchanged 

against those of another is refered to as the "Terms of Trade". 

The Terms of Trade depends on the price of commodities ente.ring 

into foreign tradea Thus, the Terms of Trade is the relation 

between prices of exports and the prices of imports. According to 

Richard G. Lipsey, "Terms of trade are nothing more than the 

opportunity cos± of obtaining goods through international trade 

rather than producing them at home". The less developed countries 

like India claim that t.he price of their exports is going down 

2. B. B. Bhattacharya and .Arup Mitra, "Excess Growth in Tertiary 
Sector in Indian Economy: Issues and Implications", ~om.i(. 
and Political ~eekly, Nov., 3, 1992, pp/2445-50. 
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relating to their price of imports over time ---- an unfavourable 

change. 

The Terms of India 1 s trade have always been unfavour

able to India as our country exports mainly raw material and 

semi-finished products to the developed countries. On the other 

hand, we import heavy machineries and most modern scientific 
'I i . 

equipments for our industries and spet~t'· more than that of exportsi. 

Of course, the terms of India's trade with developing countries 

of Asia and Africa ( other than oil exporting countries ) have 

by and large been favourable to India. Recently India has started 

to exporting machineries and equipments to some of the developing 

countries which will ultimately lead to create more favourable 

Terms of India 1 s trade vd th these developing countries. But still 

Indian goods are waiting to get access to the wider markets of 

the industrialised countries. 

From the foregoing discussion in this chapter it 

is observed that India has gained a considerable achievements in 

the exports of manufactured goods over the period of 1980-89. 
(,.. 

~bre than 75 per cent of India's total exports was in manufac

tured goods during l9SOs. On the other hand, the exports of 

agricultural products reduced during the same period. In imports 

raw material and intermidiate manufactures ( including petroleum 

oil an.d lubricant and fertilizers and chemical products ) shared 

the highest percentage in the total imports of of India over the 

period of 1980-89. In the direction of Indian exports and importsl 

it is noticed that I~dia had a bigger trade-tie with the coun

tries of EEC, North America and with the countries of Asia and 
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Ocenia (Australia and Japan only) during 1980s. The volume 

of India's trade with the countries of Eastern Europe declined 

considerably: over the period under investigation $ India's ~ 

imports from developing countries increased over the same 

period .. Another finding is that India had an unfavourable Terms 

bf T~ade ~ith ~11 the industrialised countries and enjoyed 

f~vourable balance of trade with some of the dev~loping coun

tries and with all the countries in South Asia region except 

with Pakistan. The trade liberalisation policy is being intro

duced in India but the result of the economic reforms is yet 

to come. By this time, the service sector in India has got 

momentum and made consiC.erable progress along with the indus;fl"i

al and agricultural sectors. 


