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CHAPTER V

EXPORT PERFORMANCE OF INDIA

A LONG-RUN ANALYSIS:

5.1t INTRODUCTION

In the previqus three chapters, we have observed that
both theoretically and stati(sti;:ally éxports have played
positive role in the process of development of India. It
is égainst this background that l‘orig-mn export perfor-
mance of India is to be judged. Before we do so, it may
be noted at thlis stage that Indian export policy during
the period of twenty.vears from 1951-52 to 1970-71 developed
from gross neglect or even positive‘disco{aragement to |
growing éncouragement culminating into the 1966 devaluation.1
The former corresponds to the period 1951-52 to 1960;61
and the latter to the period 1961-62 to 1970-71,

The Filrst Five Year Plan was an agricultural Plan in

the sense that it placed greater emphasis on agricultural

!Bhagwatl J.N. & Padma Desai, India: Planning for

Indugxrializﬁgign, Inductriglization and Trade gq_],,{m_e,s,
_since 1951, \London: Oxford University Press, 1970). '




199

production. The i;npliC1t idea béhind this emphasis is
balanced programme of investment in which increased food
production was needed to stabilize the pricesof the wage
goods before expansion of industrial output in the sub-
sequent plans, During this Plan, the export sector was
totally neglecte:d due to the optimistic attitude on export
front. This was naturally due to the Korean war boom
which gave great fillip to Indian exports prior t/o the
First Plan.

The Second Five Year Plan pla€ed greater emphésis on
heavy industry, partly on the assumption of stagnant
_ import capacity represented by stagnant export eamingsi.
This hypothesis of stagnant exports was based on low price
and income elasticity of demand for India's traditional
exports like jute, cotton textiles and 1:eal.2 Alternatively,
it was also held that the fallure of Indian exports to
increase fiuring this period was not so much due to low
price and income elasticity of demand for Indian exports
as to the utter neglect by the Indian planners on the one
hand and inelestic supply of the exportables due to the

~ inflationary demand pressure internally, on the ether.3

2. J . Patel, "Export Prospects and Economic Growth -
India," Economic Journ 1, September, '1959.

3Prof. Manmohan Singh, India's Export ‘rrengg’ , (Oxford:
Clarendon Press, 1964).
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In order to meet the growing import bill, the Third
Five Year Plan placed greatremphasis on. import.substi-
tutiqn'on one hand and export promotion on the other. The
various measures undertaken by the government to boost.
exports can be divided into three: (1) creation of insti-
tutional facilities for exports, (ii) .export incentive.
schemes, and (1ii) devaluation of the Indian rupee in 1966.
In jt,he‘ first group .0f measures can be placed, amo;':g other
things; the establishment of Export Promotion Councils for
various groups of commodities,_’ recognition of many export
houses, formation of Mérket Developmefxt Fu'n.d to find new
markets for the edi s‘tihg- commodities .as well as for the
new commodi ties, the establishﬁnmt of ti\e ﬁarious specia;-
lised institutions for stimulatmg and supporting the export
effort of the country. and above all, the constltution of
high level body, namely, Board of Trade, to rev1ew and
advise ‘the government on all aspects of tfade and commerce.
Among the export incentive schemes, the drawbacks on |
import duty paid by exporters. refund of excise duty, and
the import replenishment scheme may be mentioned. Finally,
1t was contended since long? that there was a case for .

devaluation of the over-valued Indian :{xéeé, which was

, 43. Bhagwati, "NMore on Devaluation,'} Economic Weekly,
October, 1962. :
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devalued in Junré 1966, 'for the purpose of'Stitﬁuléting"
exports and import substitution. ‘ .

The natural consecuence of this gross neglect on the *
export front during the first-‘tm_Plané has been' sluggish
growth of Indian exports. It ahgs grown at ,an‘ average .
annual rate of 0.024 % between 1951~ 195'8,,, ianking,lndia
33rd among the 40 developing countries consi»de:z;ed in ‘
Table 5.1 beéeav : | \

From the Table it will be observed that the maximum,
mean and mediax'i ’g’rov\vth'rates of exports of’ fori:y developing
countries have been .76 %, +128 ¥ and .085 ¥ respectively.
Tkraesé rates are much higher than those of Indian exports

du:f:'(ng the period.

In spite of the va;ious export bro,motion measures
during and after the Third Five Year Plan, Indian export
growth has been 3.9 % during 1960-1968, ranking India 34th
among the 46 developing,cbunt;ies considered. as can be seen
from the Table. The maximum, mean and the median grbwth;
rates of exports of these 46 countries have been 52.6 %,
6.3 ¥ and 5.4 ¥ respectively. In comparison with these
growth rates, Indian growth rate is quite r,l<'>w during the
1960~ 1968 period also.

Finally, if perlod 1951-1968 is considered, the per«

formance looks even more depressing. Thus during the period,



. 198

Table 5.1
Growth rate of Exports of Developing Countries
' (1951.-'68) '
Sr. it Growth rate Annual = Annual
No. em of exportsl average, averige
. Growth ra- Growth ra-
(1951-58) te cf te of
exports exports
_ : {1960-68) (1550-68)
(1) (2) {3) {4) . (5)
: No.of countries
considered 40 ‘ 46 43
2 India C.024 03.?0 02,20
3: Rank of India2 a3 34 43
4:  Maximum ‘ 0.760 52.60 33.00
5: Mean : "0.128 06, 30 06. 10
6: Median 0.08% 05.40 05. 10
7:  Std. Devi. o 1.237 15,29 15,60
8¢ {4) - (2) +0,746 +48,70 430,80
9: (5) - (2) +0. 104 #04., 60 +03,80
10 (6) - (2) +0,061 +02.40 +03,90
11 ()= (2) T 0,126 +04.00 +05,50 .
12: (Qg)-(2). +0,009 +00.80 °  +01.10

A ———

. Mc«Grow Hill Co., New York, 1962
(2) UNCTAD Secretariate, U.N.O,, New York. '
{3) Internat%onal Financial Statistics, IME, 1971,

Source: (1) J.D. Coppock, Interﬂationgl Economic Instabilit .

1: Slope of least-square line through logarithms of annual
export proceeds, .

2: Countries are arranged in descending otder according to
the values of export growth rate.
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ivhile ‘the world exports have grown at an annual average
rate of 7.9 % and those of the developed and the developing
countries at the rate of 8. 5 % and 4.7 ¥ respectively.
"Indian exports growth has been at 2.2 %, ranking India
43rd among 53 developing countries as shown in the Table.
The corresponding maximum, mean and median growth rates.
have been 33.0 %, 6.1 ¥ and 5.1 % respectively. What is
more significant is that Indian exports growth is 50 %
lower than the coiresponding rate at the third cuartile
ank. In short, the growth of Indian exports has been
ignificaotly below normal even‘io comparison with those
f some. of the developing countries during the period |
!1951-1968. This requires systematic probe :mto the various |

causes of such an export growth of Indian economy.

Accordingly, this chapter seeks: (i) to test the hypo-
theses of demand and st}pply deficiency for the growing
export_lag of Indian exports; and (ii) to‘examine the effects
of dew}laluatfion‘of Indian rupee in 1966 on Indian exportss. ) |
The nexf. section 5.2 is devoted to the sense in wﬁich Indian
exports oan b.e‘seid to be vlaggin‘g. Section 5.3 ‘tests the
demand and supply defioieﬁcy hypotheses of Indian exporte
lag; while section 5.4 examines the effects of the devalua-
tion on Indian exports. This is followed by summaryand '’

conclusion in sgection 5.5, -
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5.2: MEANING OF LAGGIND INDIAN EXPORTS :

/

It may be recalled that during the period 1951-68,
while the world\exports have grown at an annual rate of
7.9 % and those of the developed aﬁd the developing couns
* tries at the rate of 8.5 ¥ and 4.7 % respectively, Indian
exports growth has been of the order of 2,2 % per annum,
The questxons that are to be asked are: (i) In what sense
Indian exports are -lagging? and (ii) what are the under-
lying causes for its lagging, and in turn, its slow growth?
In this section effort will be @ade to answer the first
question, leaving the second question to Se answered in

the next section.

In the literature of exportegrowth relationship of
developing countries, in general and India in particular,
the term 'export lag' is used in a variety of sense. They

are:

"Firstly, in the context of economic debeIOpment.
Yexport lag' is used to mean unfavourable effects of exports
not:
on economic development.5 Indian- exports arqﬁlagging in

this sense, as per our conclusions from c¢hapters III and 1IV.

Secondly, in the coatext of wérld exports trend, it

is taken to mean decliniﬁg share of country's exports in

5Prebisch. ope.cit.

o
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the riéiné‘ﬁorld exports.7 In shortd, exports 6{ the coun-
try are lagging beﬁind world exports,. Indian exborts lag
in this sense as can bo obseived from Table 5:2, This is‘
refleéted from the declining percentage share of Indian
exports in the world exports as shown in column {4) of the

table,

Thirdly, in the context of‘balance of payﬁent analy-
sis, it impliéd to mean exports exceeding imports., 1In | §
other words, exports are lagging behind imports, Indian
exports lag bebind Indian imports as reflected from the
export/import ratio shown in column (4) of Table 5.3, Howe
ever, the lag éoes,on decreasing from period to period
and ultimately in the year 1970-71, the lag has turned,out

i

to be only 6 % of India's imports.

Finally, in the context of planning, it is used to -
mean actual export p&oceeds fall short of the planned
export earnings. During the First Plan, ihe export sector
was totally neglected due to the Gptimistic attitude to-
wards export front, As such, no planned estimates were méde
for the sector, But during the Second Plan, it was stated
"exports will rise moderately from an estimated leyel of

. 573 crores in 195657 to 5,615 crores in 1960-61, 5

7V.K.R.V. Rao, op.cit,

8The Second Five Year Plan, op.cit,
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Trends in world ahd{lndian exppris (1951f79)

(Million US §)

" Year World Indian . (3) as %
sa exports . exports of (2)
1 2 3 3
1951 . 81250 1646 1,90
1952. 78030 1299 1450
1953 . 78300 1116 1.30
1954 182300 1182 1.30
1955 90800 1300 1.30
1956 100500 1379 1.20
1957 109700 1403 1.20
1958 105700 1221 1,10
1959 * 113600 1308 1.10
1960 127900 1331 1.00
1961 133700 1387 1.00
| 1962 141400 1403 0.93
1963 153900, 1626 1,09
. 1964 172200 1705 0.92
1965 186400 1687 0.83
1966 203400 1640 0.76
1967 214190 1613 0:71
1968 239570 1753 0.71
1969 272590 1834 0. 64
1970 312010 2027 0469

Source: As per Table X'V from the Appendix.

e
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, Table 5.3

Trends in India's exports and imports (i951~52
to 1970-71)

(%s. Crores)

Year Imports Ekports (3) as
% of (2)
(1) (2) (3)a . (4)
1951-52 963 730 76
1952=53 633 ' 602 95
1953-54 592 540 .91
195455 690 597 87
1955-56 773 641 - 83
1956-57 ) 1102 635 - 58
195758 1233 - 669 ‘ 54
195859 1029 576 56
1959~60 932 627 67
1960=61 | 1081 630 58
1961-62 996 668 67
1962-63 1079 . 681 ' 63
1963-64 1217 802 66
196465 1388 801 58
196566 1350 783 58
196667 . 1991 1195 54
1967-68 2043 1255 6l
196869 1740 1367 69
196070 - 1582 1404 89
1970-71 1720 1403 - 94

Source: As per Table I from the Appendix.
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These plan“egtimates hgve been aqtuglly realised actual
exports have been B, 635 crores in'1956—57 and B. 630
crores in 1960-6l. Further, as against the estimgted
export receipts of i. 3700 crores during the Third Plan,9
the actusl ieceipts‘have been &, 3735 crores during the
plan. It is during the initial years of the Fourth Plan
that "India's exports are not moving In step with the

stfategy prestribéd in the Fourth Plén,"lo

during which
exports are "expgﬁted 10 sgaregate té B, 8300 cxoxes, a
ﬁﬁ%ﬁﬁﬁaﬁkrate offgrowth of 7 per cent ﬁer year,dacx fs. 1660
croTres per year.f Actually, the Economic Survey 1971-72
states thét‘the;expcrts have remained more‘or less on

the same level at 1.1402,7 crores in 1970+71 as that in
1969-70, In swgrt, Indian exports have started lagging

in this sense 4lso during the Fourth Plan,

5.2.2: GHARACTERISTICS OF INDIAN EXPORTS REFLECTING

(TS LAGGLNG BEHAVIOUR ¢

In shorft, Indianlexports_are lagging behind world
exports, Indian imports snd also behind planned exports

during the jnitial years @f the Fourth Plan.

9The hird Five Year Plan,  op.cit.

loEco omic Survey 197172, Govermment of India,
Delhi, 1972, :

Mhe Fourth Five Year Plan, ép.cit., p.98



. 200

An analysis of the different characteristics of Indian
exports during the period 1951-1970 will reinforce its
lagging behaviour, Table 5.3 shows various characteri-
stics of India's exports. It will be observed from the
Table that one characteristice fellows from the other.
Thus taking the order reversely, the trend iate of nega-
tive trade balance (due to lagging‘exports) decreases

frem pgriod to period as shown by the coefficients of t,
namely 4, 3 and 0.25. This follows from the fact that
the trend rate of export/import ratio increases for ihe
corresponding periods. This again is due to the increa=
sing trend rates of import capacity of exportséé refle- -
cted from income terms of trade during the periodsg. This
behaviour of income tayms of trade of Indla. in turn, is
the net outcome of the behaviour of India'c Lh’@& barter
temms of trade and that of volumu of Indxa s expoxrts.

Thus it will be observed from the Table that while the
trend ;étes of volume indices of exports are positive

and have increased from period to pericd while the corres-
ponding trend rates of net barter terms of trade are nega=-
tive for the two period butz?rgkigﬁggggdtc period. Finally,
the negative trend rates of net barter terms of trade are
partly an outcome of the negative trend rates of unit
value indices of exports in the corresponding periods.
These rates of units value indiceslof exXports have also

AN
increased from period to period. L\
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Table 5.4

Characteristics of Indian Exports

Indices of Exports : 1963 = 100

Year
Value - Volume Unit Value
(1) (2) (3) . (4)

" ‘

1951-52 101, 2 76.0 135.0
1952-53 - 79.8 71.0 110.0
195354 68,6 73.0 - .94,0
1955«56 79.9 83,0 94,0
1956=57 ’ 84.8 80.0 95,0
1957=58 86.3 87.0 95.0
1958«59 75.1 79.0 . 94,0
195960 . 80.4 85.0 94,0
1961-62 ‘85.3 83,0 105,0
196364 100.0 100.0 100.0
1964-65 104.9 107.0 100.0
1965-66 103.7 99.0 ) 106,0
1966-67 100.8 102,0 139,0
196768 99,2 99,0 160,0
1968=69 107.8 111.0 154.0
1970-71 124.,7 121.0 . 163.0
10 Year Trend 84,0 72.0 88.0

s - Oc 59t . + l- lgt - 2044t '

15 Year Trend 79,0 68,0 97.0
20 Year Trend 71.0 29,11 85.0

+ lo 921: ' - » 3513 + 3¢ Ot

continued Table ...
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Table 5.4 continued

Texms of Trade : 19635'100 Export/ Trade

Year , . Import Balance
Net Gross Income ratio (%s.
Barter Barter ' % crores)
{5) (6) - A7) (8) (9)
195152, 115.0 93.0 87.0 76.0 «232,8
1952=53. 92.0 125.0 65,0 95,0 - 31.1
195354 89,0 . 74,0 65.0‘ 91,0 - 52,1
1954=55 96.0 . 83.0 T72.0 87,0 - 93,1
1955"56 95.0 81.0 ’ 79-0 8300 ‘132. 8 '
195657 . 95,0 ' 104.0 76.0 58,0 -499.,9
195758 86.0 11,0 T75.0 54,0 =564,6
1958+59 91,0 . 108.0 72.0 56,0 «453,0
195960 © 98.0 111.0 83.0 67.0 -304,9
1960=61 102.0 114.0 82.0 58.0 -451.9
1961<62 103.,0 . 114,0 86,0 67.0 .  =328,0
1962-63 103.0 116.0 92,0 63.0¢ . -398.1
1963=-64 100.0 100.0 100.0 66,0 «4195,2
196465 98,0 100,0 105.0 58,0 -586,9
1965-66 ° 101.0 . 130.0 100.0 58,0 ~566.7
196667 104.0 125;0 106,0 54.0 «306,3
196768 - 101.0 130.0 . 100.0 61.0 -788, 2
1968469 103.0 J14,0 114.0 69.0 «373., 1
196970 - 105.0 95§O 115.0 89.0 =-178.4
1970-71 106.0 ,  85.0 128.0 94,0 «317.7
10 Year 94.0 3900 71.0 94.0 5-6
Trend « 0,41t + 1.6t + 0,73t -3.9§t - 4,0t
15 Yeal‘ ’ 97-6’ : 90.0 65.0 . 87-0 ".“706
Trend « 0,25t + 1.75¢ + 2,24t -2,16¢ Jﬁ 3.0t
20 Year 94,0 . «41.0  56.0 76.0 27.0
Trend + 0.47% +14,0t - + 3.21t - =0,5% + 0,25t

Source: (1) Reports of Currency and Finance, Reserve Bank of
India, Bombay. ~

Note:  (2) Time trend of the various series are calculated
by the method of least squares.
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5.3: TESTING THE SUPPLY AND DEMAND DEFICIENCY
HYPOTHESES FOR INDIA ¢

5.3.1: CAUSES OF EXPORT LAG :

This lagging exports behaviour is not peculiar to
India but is a géneral phenomenon of majority of the
developing countries. There are two contrasting hypothe-
ses which have béen generally put forward for the growing
export lag of the developing countries. These are the
famousldemand déficiency hypothesis of Professoi-_Nurkse12
and the supply deficiency hypothesis of Professor Carine
crosstd, According to the former hypothesis, in the 20th
century, exports of the developing countries do rot have
‘favourable demand conditions from the world's industrial
centres owing to such factors as (a) changes in:the stru=
cture of production in favour of industries having low
Taw material content in théir finished goods; (b) low
income elasticity of demand for agricultural materials; ,
(c) economies in the use of raw materials; (d) development

of synthetic substitutes. ‘Against thig *demand-deficiency’

lgbg. ci#.
13

op. cit,
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l hypothesis, it is aréued that the growing lag in exports
of tﬁe present-day developing countries is attributable
to industrialization in thése countriesg invo;ving greater
consumbtions of their own égriaxltural materials, thus

restricting the supply for the export market.

In case of India's lagging exports, the same correg-
ponding hypotheses have been formed. Thus it is argued,
as noted earlier, that ;ndian export are lagging due to
price and income'inelasticity of demand for India's tra-
ditional exports like jute, cotton extiles and tea. Altef—
natively, it is also held by others, that the failure of
Indian éxports to iné;ease in the past is not so much dug
to price and income inelasticity of demand for Indian
exports as to the inelastic supp;y of thé exportableséﬁaé?ed
g% inflationary demand pressures internally, H&Qever, the
fact of tﬁe situation is that neither the 'demand-deficie
ency! ﬁor the 'supply deficiency‘ hypothesis alone can'
explain the -export lag. Sincg both supbly and demand
forces taken together explain tﬁe éxport beha§iour of a’

country.lﬁ

It is the extent of the relative influences of the
supply and demand factors that would reflect as to whether

supply deficiency or demand deficiency is more responsible

14, detailed af list of various demand and supply

factors determining the export earning can be found in
Manmohan Singh, op. cit., Chapter-2,
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for the export lag. ‘fhis can be found out from the aggre-
gate export function incorporating the major supply and
demand factors. The function can be estimated throuch

.~ multiple regression analysis. It is in this direction

that no anélyiical work on Indlan exports has beenr done

so far.

In what follows, therefore, efforts will be made
to test the hypotheses at two levels. In the first place,
the leading facio:ts which affect the supply and demand
sides of Indian exports will be isolated. \’ In the second
place,. these characteristics will be used to form an aggre-
gate exéort function of India which would, ultimately,
reflect the intensity of demand and supply forces of Indian

exportse.

5.,3.2: FACTORS AFFECTING SUPPLY AND DEMAND FOR
INDIAN _EXPORTS:

It is easy to see from the various factors determmin-
ing the level of edports noted earlier that supply of |
exports of a cbuntry depends, among other things, on :

{1} the level of counfry's income; and (2) the demestic
demand pressure, which, in tumrn, depends on (i) the level
of consumption as determined by the domestic economic acti-
vity; and (i1) the general level of prices. On th8 other

hand, the foreign demand for a country's exports depends,
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~ among other things, on ' (3). the level of income of foreign
countries; (4) the income and ghe price elasticitios of
demadd for country's exports. From these four factors, two
domestic and two external, one can have the following

four groups of characteristics of Indian exports :

(1) Export supply coefficients: In this group, the
following two characteristics may be included :
lel: Perx cépita‘éxpo:ts;

" 1.2 Exports as % of GNP;

K eahures
(2) Export demand coefflclents: The follow1ng two/can be

1ncluded an this group*”
2.1 Exports as % of world exports;

2.2: Exports as % of developing countries' exports.

(3) Suppiy elasticities: These are of two types, namely,
3.1: AE;astic;tywof exporfs with respect of GNP;
3.2: Elasticity of exportable surplus wﬁth respect
to export prices of India,

(4) Demand elasticities: These, also are of two types, viz.,
4.1: Elasticity of exports with résbe;t to world

imports;

4.2; Elasticity‘of Indian exports with respect to world

export prices.

Table S.ﬂbsﬁmmarizes all the above four groups of chara-

cteristics listed above. From the Table, it will be
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Y e ¢

Characteristics of Indian Exports reflectiém;t?e factors
responsible[bf lagging Indian

Exports
Per capita | % of Indian exports
Year ; — __ With
GNP Exports GNP World  Developing
(&) () Exports countries
B i B oy - expoxrts
e (%)
i v— B N e - T
1951-52 ' 268,9° - 20,80 . . 6.7 - 2.0 6.8
195253 . 307.9 16,27 5.7 1.4 6.2
195354 308,5 - . 144,33 4,7 1.5 = 5.3
195455 . 299.6  15.55 5.6 1.5 . 5.3
1955«56 323.5 " 16,37 " B.T p oY " 5.5
Average . - i . - . ' - | w- . -
1956-57 314.4 . 15,91 5.0 1.3, 5¢5
1959«60" 307.4 14,76 4.2 - lm2 5.2
Average - ‘ - - - t e
1962-62  313.8 - 15.04 4.2 1.0 5. 1
1962-63 314.0 15,00 3.9 1.0 - 5,0
1963-64 .324,0 17,28 4,6 1.1 D, 2
196566 304.8 16,08 3.2 0.9 . 4,7
Average - - - - -
1967-68 . 299,89 24,55 . 3.9 0.8 4,1
1968«69 300.21 25,89 4,1 0.7 4,1
1969-.70 - 26, 30. 3.9 0.7 3.8
1970"71 - 27. 87 ' 30 9 0. 6 3. 8
Average i . a}o — - -
10 Year 257.0 18,00 6. 35 1.8 6.4
Trend + 73t +0,37¢ f24t +0,08t -, 15t
15 Year 230.0 16.00 6.0 1.7 6.1
Trend . + 12t - 07t =-0,18t -, 05t .09t
20 Year 174,0 13.00 2.58 1.7 6.3
Trend ¥ 21t + .52t  -,18t  =-.054t - -.12t

continued Table ...
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Table 5.4 continued

Elasticity of Export Elasti= Elasti-

Year w. T. o . city of  city of
S ~— ; . Exportable India's
GNP World surplus exports
S Exports A S WaTo £o
. Export world
prices export
( of Ind}ia -prices -
7 __8 9 JO
1952-52 - ! . - - . i
1952-83 ~9.70 +22,68 0.051 5.41
1953-54 ~1.30 -+ 4,51 ~2.137 = =46.566
195455 «1,10 1. 16 2. 846 1.00
1955«56 1.30 -, 0.89 .. 1.560 1.06
‘Average +2.15 4+ T.31 . «0.580 - - 9,80
195657 0.06 - 5.98 . 12,075, | 0.97
195758 0.42 .00 . es 0.18
1958-59 -3.20 - 2,52 ~11.739 . 4,96
195960 1.60 088 -26,881 0.95
196061 0.17 - 0.15 -00, 620 0,14
‘Average -0.24 . -+ 0,90 05433+ 1.36
196162 0.59 : © 4,02 | =24,680 0.91
'1962-63 0,12 © 0,17 ! «00,740 ° 0.2l
1963«64 0.70 ©1.88 | =45,909 1.79
1964-65 =0,005 0.40 148,110 0.4l
1965-66 «0, 280 - 0,14 006,530 - 0,13
Average +0, 225 + 1.26 ' 016,660 + 0.64
'1966‘67 10240 ‘ }-I! - ! - ¢
1067-68 0. 540 .= 0,29 " 00.390° - 0,29
1968‘69 20400 ’ ' "E Oo 64 i_ R - , - 0. 26
1969-70 0.190 1.0l - 4,880 0.80
-1970=71 -0,005 0.92 ‘ - 0.34
Average +0.975 - 0.88 b 2,240 3.48
20 Yea,r +0,777 ‘ ‘ 2.91 ‘ , - 5,750 . - l.'{5

-‘Average

Source :-As per Table I and II and XIV from the Appendix.

¥
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obserQee that while the per capita GNP hae increased at

the trend rates of +7, +12, and +21 duﬁng the first

ten years, fifteen years, and twenty years of planning
respectively, the corresponding trend rates of per capita
exports are ~0.37, «0.07 and +0.52 respectively. . The
negative-ﬁrend rates of exports during the first two
periode are naturally due to the domestic demend pressure,
This has been reflected in thettrenderates of export-GNP
ratio-duiing during these three periods whi ch are respe-
ctively «0.24, =0.18 and =0.18#, Further, when these

rates are compared with thelcoireSponding trend rates of
Indian exports - world exports ratio (whlch are -0, 08t.'
«0,05 ‘and =0. 054) it can reasonably be saxd that domestic
demand pressure in India has exerted more: 1nfluence than
the world demand in determinlng the level of exports of
India. No doubt. the negative- sign of the rates, reflect
their downward pressure on export growth, Thls is elso
true when the trend rates of exports - GNP ratio are com=
pared with thqse of the Indian exports/deveIOping countries’
exports ratio. . The latter trend rates are =0.15, -0, 09 and

~0,12 during the three periods respectively.

The above conclusion is again reinforced when supply
and demand elasticities of Indian exports are cemparedf'
From the Table, it will be observed that the average elasti-

cities of exports with respect to GNP during the first,
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second, third, three annual Plans plus first two years of
the Fourth Plan and during the entire period 1951-52 to
1970-71 have turned out to.be +2,15, ~0.24, +0.225, +0.975
and 9.77? respectively. These values offelaéticities
again reflect the extent of domestic demand pressure since
they are eithe;‘less than unit or negative. When these
values of the elasticities are compared with those of the
elasticity of exports with respect to world exports {which
are +7.31, +0.90, *1.26,‘+O.38;énd +2,91 respectively),
then here also one can conclude that dbmestic’demand pressure
in Indiakhas had relatively greater impabt/than the world
demand’on exports performance of India. We have so far
compared income elasticities of demand and supply. However,
the same conclusion could be derived withi greater force

when the price elasticities of Indian exports are compared.

In short, the various supply and demand characterl- |
stics of Indian exports trend suggest that the Indian exports
have lagged durlng the twenty years Period due to both supply.
and demend deficiency but it was more due to the former than
the latter defiqiency. o :

A}

5.3.3: ‘MACRO EXPORT FUNCTION OF INDIA :

-In a theoretical sense, exports depend on the level

of income of importing country. But in .actual practice,.
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as we have already séen,leﬁpoits depends on internal as

well as exférnai faétors.‘.ﬂqwever, in certain circumsfances,
éifher internal or external factors are determining. In
'suéh\cases, either gubpl& function or demand function is

more relevant,

. In forming the demand function of exports wﬁere‘exfer-
nal factors are determining, one can select total income
of thgfimportiné countries (or #ny of its prﬁxy. for
example,,tﬁe value of their total importsi and the relative . -
 export price of the exporting country as determining
factors. The relevant demand functionsthen take forms:
i

"%t ' | (
) see sve l)
PY%t

X, = a+ b¥wt + b 4

pit
X, = a+ bMwt + b ZXE.
pift

Where,
xt - Indices of export earnings

Ywt- Weighted money income of importing
countries

P%t/?%i - Unit value of Indian exports deflated
by the world export price

P%t/P&f = Unit value of Indian exports deflated
by the world import price

But when internal factors are the only relevant deter=-

minants, then the level of exports is determined by the
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supply‘fuﬁction; As already said, the internal factors
are: (i) the level of domestic income; and (ii) domestic
demand pressure acting through prices. The relevant

supply function would be 3

a'\

W -
Xt = a ¥ byt +cpt see ‘.T. (3}
‘_ Ct.
Xt - b Yt e ...1 (4)
Where)
Xt = indices of edport earnings
Yt - indices of GNP
Pt = indices of general level of domestic
prices _
Ct = consumption

'However, when both external as well as internal factors
are relevant, as in the case of India, a consolidated
export function comb;ning both external and internal factors
| will be more re}Vant. -Such a general export function would

take the forms:

it

a + BYwt + C Pkt rdft+ et ... (6)

X,
t pYt¢

- L |
Xt = a + bilwt + C ~§§§~ +dlt ey Ll (7)

L pit Ct. |
a + bYwt + C + d coe (8)
p¥t Yt

il

Xt
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| , .~ DR _Ct « :
Xt = a + bMwt + C + d (9)
p¥y 0¥t

Where Mwt 1s the total world imports at time te

All the above functioqs are linear and as such the
values of éhe'Qaiious céefficients of the equations would
show the intgnsifies of their variables in determining the

export value of the function,

Alternatively, one can consider the following classi=

cal -type of export function:

i ' :
Xt =a + bMwt + C (—‘-?-VE;L) + dC. ese  (10)
‘ Pxt’ ’
' Wheré;

C - measures the demand pressure.

The logarithmic fom of th%é function will bé :

-

: .
"log Xt = a + b log Mwt + C Yog g~£§£~+d log C. (11)
g o . PXt
Substituting the proxy for C, we get the follomdng two

. functions:

i .
log Xt = a+b log Mwt+€ log -EZk—q 109 Yt+pelog P, (12)
S P¥e |

B | _
log Xt = a+b log Mwt+C log -g§£~+d log g% ses (13)
Pxt R

These are constant elastzclty functions which will give the

value of the elasticity of exports with respect to the

?
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variable concerned and as such the regression an?}ysis of
thesé functions would gi?e an estimate of b, ¢, d ang e

which are the values of the elasticities.

Efforts havé been made by‘some authors to estimate
export functions for India.\ For example, Prof. De Costal®
and I):r:«‘I‘Aa::w;ah"'6 have estimated statistically reliable
export functions‘wdth different independent variables.
But, it may be pointed out, ‘that, they are all partial
functions in the sense that only external factors have
consldered by them. While, in case of India, we have
already observed that both inge;nal and external factors
'are involved, the former being more deéisive fhan thé

latter in determining export earnings of India. . Hence in

order to remove the drawback in thgfe partial functions and

L5pe Costa G.C. in his "External and Domestic Constraints

on Indian Exports: An Econometric Stuaxa - Golden Jubllee
Celebration on "Indian Economy ~ Performance and Progpects,"
Department of Economics, University of Bombay, Bombay,

March 2528, 1972, has estimated among others, the following
export demand functions for the period 1958=59 to 1968=69;:=

X = 144,0808 = 0,9574P,+ 0,00021 Yw + 0.3050 g
(60.4600) {0.6156) (0.00004960) (.1861)"

‘R? = 0.8203, F-ratio = 18,2638

and log X = 1,6002«0,9270 log P,+0.3302 log Yw+0,29411 log g
(1.0320)(0.4894) (0.0703) (0.1802) -

®2 = 0,8036, Feratio ='19.5998:

Where, X = aggregate export value indices

P,= Indices of India's export prices in U,S.dollars
deflated by the export price indices of industrial
countries,

Yw= weighted 'world' income in million U.S.dollars,
weight in proportion to the share of India's
exports to the countries concerned.

Footnote contd...
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also to‘satisfy the main pﬁrpose of ﬁesting the hypotheses,
we'have tried to estimate, through regression analysis,

the general aggregate export function of India incorpora-
ting the leading internal as well as external factors of
export determination. The resulting export functions,

using 1951-52 to 1968-69 data, are as follows :

| g
X, = 1333,36 + 004"t L 3,30 BXt | ¢ 001yt - 6.04pt ... (14)
o | ¥y
(2.136) (-.234) («e250)  (=1.939)

R? = .4184, Dew = 1.5847, Coef.0. W% = 5.07, F-ratio=3.698

Footnote 15 .contd...

g = Index of overvaluation of the Tupee = a proxy for
relative profitability as between domestic and
the external markets. ‘

16

While K. Marwah in his "An Bconometrice Model of India",
Indian Economic Review, April; 2, Nas estimated the

ollowing expor urnigction,

F - . . N
o = -0354+0.1455 T pip + Fipip + 2,0922 - prpe
e (0.0189)  PLpc (1.402) Pe
Mean = 6,16 R = 0.82
SEE = 0,31 d = 1.26
Sample = 1951=65
F, = Total exports of goods, billions of ks,
P, = Unit value of Fe 1953=100
F;DLD = Imports of less developed countries coming from
less developed countries.
F;DLD = Imports of Developed countries coming from less
developed countries,
PiDe = Import price index of less developed region
Pe = Unit value of Fe.

Footnote 16 contd,.
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B i .
‘log X, =4.28+0.41 log Mut-.001 log §§§ -.02 1og Yt-0.38 log P
(2.4105)  (=.046) (.133) (-2.062)Pat..(1§)

R2 = ,5024, DW = 1,5785, Coef.of U ¥=0.66 F,ratio=4.802

While ﬁe of both the equations are low signifying low
level of detérmingtion of the variable, the value of the
coefficients of Mw and P, in the equations have high level
significance implied by their 't' scores mentioned in brackets
below.each of them, Further, in the forxmer equation the
value of the coefficient of Mw is +.,004, while that of pdt
is «6,04, which signify that domest}c demand pressure is ‘
more decisive that the external demand in detexmining aggre-
gate export earnings of India. Moreover, the value of the
coefficient of Yt, representing domestic factor, is low and
less significant ('t' score is very low) but its negative
value of the coefficient reinforces the conclusion. On the
9ther hand, the coefficients of 2%3 and P

dt
Pxt
equation give ug the values of elasticities of exports

of the latter:

with respect to the variables. It will be,observed‘that the
former coefficient is smaller than the latter which also iﬁp.
lies that Indian expofts are more price ineleastic with
respect of domest;c<price level than that of the level of ‘\
international prices. This is also in line with .,our main

hypothesis..

K
\(

Tootnote 16 continued , \
Pe = 0.0621 + 0.2974p + 0.6228Pe~-1.

P = index of general price level 1953=100
Mean = 0,84 R? = 0.89
SEE = 0,10 d = 1.83
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9.3.4:- FACTORS RESPONSIBLE :FOR LAGGING INDIAN EXPORTS:

"All in éll. our- analysis of the various characterie
stics of Indian exports and the regresslon analysis for
the estimation of macro export function of India tend to
show that Indian exports are lagging due to both supply
‘ and demand defflclenc1es but it is more due to the former

defflciency than that of the latter.

It zs quite logical to ask: What are the internal and
external factors responsible for the lagging Indian
. exports? Obviously, it is very difficult to answer the
, question at macro level alone since dxfferent factors
exert different degree of influences on different commody *s
export earnings. In other words, an adequate answer can
. be found through micro analysis of individual commodily.
exports.. However, one can have tentative answers to the
questiong thrpugh‘macrc-cum-micro analysis. For ‘the purpose,

India's exports are divided into various groups. as follows:

(1) Traditional and non-tradltional exports.

(i} Traditional exports include Tea, Cotton & Jute
textiles, Mlca. Cashew, Kernels, Metaliferous
ores, Spices. Tobacco and Leather products,

(ii) an-tradiiional exports are those not included

“in (1)



(2)

(3)

(4)

. 2ed

Primary and traditional & non-traditional manufactured

exports:

(i) Primary exports: Exports under sections 6 to

4 of the SITC,

(ii)  Manufactured exports: Exports under sections

S to 9 of the SITC,

I

(iii) Traditional manufactured exports: These inclu-
de Cotton and Jute textiles, Leather products

and manufactured Tobacco.

(iv) Non-traditional manufactured exports: These
are {(ii) minus (iii).

Major and minor exports:

(1) Major exports: These exports constitute at
least 1 % of the total exports for any conse=

cutive five years.

(i1) minor exports: The residue constitutes the
minor exports.

Indian exports grouped according to market environment:

(i) Monopolistid exports: These are Jute, Mica, Cashew

Kernel and Lac.

(i1) oOligopolistic dexports: These are Tea, Cotton
textiles, Tobacco, Manganese ore, Black pepper,

Castor oil.
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(ii1) Competitive exports: Theses include Coffee, Raw
materiak cotton, Raw WOdl, Hides and Skins,
a
Groundnut oil, Linseed oil, Cogl and Coke, Iron

ore,

(iv) Other exports are total exports minus total of

(5) Exports to Traditional and non-traditional partners:

(1) Traditional partners are those importing at
least 2 ¥ of India's total exports from 1948-49

onwards for at least 10 consecutive years.

(ii) Exports to nonetraditional partners are total

exports minus exports to (i).

Table 5.6 shall show the linear trend of earnings of the
various groups of Indian exports, while Tables 5,7 533;&msbase in
S5.11 shall show the index numbers (1958-59 = 10) and % to

total exports of the above five groups respectively.

From Table 5.6, it will be clear that the trend rates
of growth of non-traditional export earnings have been
greater than those of traditional exports during all the
three periods. This is re-enforced by Table 5.7 in which
index number of traditional exports is gradually increasing

but its percentage share in total exports is decreasing.
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Indian exports (1951=52 to 1970-71)

v
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‘Linear trends of earnings of the various- groups of

Gr.

' S¥,

Item regressed

First 10-year First 15 First 20-

No.  No.  on time . Trend | vear Trend year Trend
n = a+lod't n = a+tl0dtn = a+20¢t
(1) (2) (3) (4) - {9) (6)
£ 2
1 (1) Total exports 84,0-0,6t  75.0+1.4t 71.0+1.9%
(2) Traditional '
exports 507.2-7,2t ' " 454,5+4.4t 366,4+19.1t
(3) MNon-traditional
- exports - 128,3+5,6% 117.84+7.2t «3,8+25,9t
11 (a8} Primary exporté 29),7+5.8t 273.64+9,7t 207.0420.5t
(%) Manufactured , ‘ : o 2
exports 315,5«8.,0t 244.5+6,5t 358.3+3,5t
(6) Traditional
manufactured
- exports 285, 1%8. 5t 243.7+0.,5% 201.4+7.6%
(7). Nonetraditio-
nal manufge . ‘
ctured exports: 13.8+3.6t 6,2+1,0t -7.7+18.2t
III  (8) Major exports  537.5-3.4t  471,5+11.1t 361.2¢29,2t
(9) HMinor exports 98,3+1.4t 100.,7+0.5t  6.2+15.3t%
IV: (10} Monopolistic .
(11} Oligopolistic ‘ ' o )
exports 222,8+0.9t 223,1+O.7t 198.9+4,8%
(12) Competitive . ‘
exports T75.4+1,7t 68,9+3.,4¢ «124,5+33.4t
(13) Other exports  125,3+3.8t  230,1+4,8t 40.6+26.7t
' (14) Exports to
‘ Asian countries 565.8«80.8t 116.0+1.1lt 43,4+12.6%

contdeeo Tabl‘-e .s

\

4
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(1) (2)

{3

(4)

{5)

(6)

. (15) Exports to Afbi-
. ~ can countries

- {16) Exports to Ameri-
) can countries

(17}
(18)

(13)
(20)
(21)
VI (22)

{23)

Exports to °

E' Eo Co

Exports to
E.F, T, A.

Bxports to

Eastern Euroe
pean countries

Exports to

other European

countries

Exports to -

Oceenia

Exports to
traditional
partners

Exports to
nonetraditio«
nal partners

3l.4+1,0t

180.4-6.5t

40.7+0,9t

164.0+1,41

«2,23+4. 2t

- 6. 8"’50 2t

23.1+1.1t

0.86+4,6t
149.6+0, 2t
39,4+1. 2%

169.9+0, 1t

«24.249,7¢

3.4+4,6t

‘Jll3. 7"'60 lt

26.4+3,2t

159.0+2,1t

=72 + 17.3t

=29.9+10. 1t  18.1+2,5¢t

33.0-0,7t

"

17.9+1,7¢

5440 9"26‘ lt 4150 l-O. 3t 477‘ 7+l- 7t

229.6"00 8t 192. 3+7a .‘.t 8.‘.. 9+24g 6t .

Scurces:

Estimated from Tabl

Appendix,

es VIII to XII from the
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TRADITIONAL AND NON-TRADITIONAL EXPORTS OF INDIA
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Index No.(1958-80 =100) = Percentage to total exports

Y‘ear Tradi- Non-. Total . Tradi- . Non-- Total
tional Tradi- Exports tional Tradi- Exports
Exports tional . ' -Exports tional
: Exports . Exports
(1) (2) T3] @7 £ PO {) B )

1950-51 = 116.75 100.08 _112.23 . 75.95 . 24.04  100.00

. 1951-52 - 143.03 82.44 126.69 82:44  17.55 100.00
1952-53 ° 107.43 96.30 = 104,42 75:11 24,88 100.00
1953-54  102.30 70.22  93.65  79.76  20.23  100.00
1954-55 - 112,04 80.57 103.52 . 79,04 . 20.96 100.00
1955-56 107.05 122.05 1lil.ll 70.35  29.64 100.00

1956-67 112,88 103.02 110.22 74,77  25.22  100.00
1957-58  103.96 146.04 115.32 = 65.82  34.17  100.00
195859 100,00 100.00 100.00 .  73.02  26.98 109.00

1959-60 107.69 11.96 108.87 72:24 27:75 100.00
1960-61 _ 114.75 . 94.85 109.39 76 .60 23.39 100.00

© 1961-62 118.17 110.03 115.95 74.41  25.58  100.00
1962-63 121.38 109.38 118.15 7501  24.98  100.00
1963-64 127.13 171:44 139.09 . 66.74  33.25 100.00
1964-65 133.41 154.02 138.97 70.09  29.10 100.00
1965-66 133.48 142.83 136.00 . 71.66  28.33 100.00

1966-67  ;,193.44 217.94 200.05  70s60  29.39  100.00

. 1967-68 . 284+24 - :
193.10 284.24 217.70 64.76 3%.23 100.00

. .1968-69 198,57 335.82 235.61 61.54 38.45 100.00
1969-70 177.01 429.84 245.24 = 52.70 47.29 100.00

1970-71 186.64 482.19 264.52°  51.55 48,44  100.00

Source: Calculated from Table VIIII from the Appendix.



TABLE 5.8

. 228

PRIMARY AND TRADITIONAL AND NONeTRADITIONAL

MANUFACTURED INDIAN BEXPORTS

(Index No.19858-59 = 100)

Manufactured Exports

Source: Calculated from Table X from the Appendix.

Primary Total

Year

Export Total Tradi- Non=tradi- Exports.

tional tional
1 2 3 4 5 6

1950=51 82,30 135.59 152.89 28.25 112.23
1951-52 95.71 171.06 190,90 47.94 126 .69
1952-53 92,50 113.79 117.29 92.06 104.44
1953-54 81.41 110.35 115.91 77.78 93.65
1954-55 100.46 110.57 116,73 72,38 103.52
1955=56 102.94 108.85 115.45 67.94 11l.11
1956=57 104.53 110.35 114.12 86.98 110.22
1957=58 96.71 125.07 106 .96 237.46 115.32
1958-59 100.00 100.00 100.00 100.00 100.00
1959=60 109.68 116.12 117.44 107.94 108.87
1960-61 105.08 130.22 122.86 175.87 109439
196 1-62 110.17 133.% 124.76 186 .67 115,96
1963-64 133.16 157,27 135.50 292,38 139.09
1964=65 136,04 169.12 143.63 39120 138.97

- 1965-66 125,96 180.44 150.28 %7.62 136.00
1966-67  110.17  241.76  213.30.  418.41 200.05
1967-68 185,43 257 .44 194.48 648,25 237.70
1968-69 194.46 315.90 200,97 1029.21 235.61
1969-70 191.37 343.52 189.92 1296.83 245.24
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PRIMARY AND TRADITIONAL AND NON-TRADITIONAL
MANUFACTURED INDIAN EXFORTS
(Percentage to total exports)
Year Primary- Manufactured Exports ‘
Export Total Tradi- Non-tradi- Total .
‘ . tional tional Exports
1 2 3 4 5 6
1950-51 43.55 47.58 46.21 - 1.27 100.00
1951-52 42,81  53.18 51,11 2.06 100.00
1952-53 50.19  42.91 38.09 4.81 100.00
1953-54 49.26 - 46.41 41.98 1 4.53 100.00
1954-55 54.99 42,07 38.25 3.82 100.00
1955-56 $2.50 38.59 35.24 3.34  100.00
1956-57 = 53.74  39.43 35.12 4.3l . 100.00
1957-58 45.51 42,71 3l.46 11.25 100.00
1958-59 56 .67 39.38 33,92 . 5.46 . 100.00
1959-60 57.09  42.01 . 36.59 5.41 100.00
1960-61 54.44 . 46.88 38.10 8.78 100.00
1961-62 53.83  45.28 36.49 8.79 100,00
1962-63 56.42  44.49  36.52 7.97 100.00
1963-64 54.25 44,53 33.04 11.48 © 100.00
1964-65 55.47  47.93 35.06 12.87 100.00
1965-66 52,48  52.25 37.48 14.77 100.00
1966-67  52:01  47.59 36.16. 11.43 100.00
1967-68 52:45  50.61 32.92 17.68 100,00
1968-69 46,03 52.61 28.93 . 23.87 100.00
1969-70 44,22  55.17 26.27 28.90 100.00

Source: Calculated from Table IX from the Appendix. |
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__ MAJOR AND MINOR EXPORTS OF INDIA
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(Indéx No.l958-59 = 100)

217.95

508.18

Year Percentace +o e % ’t ’ 1)
. Major . Minor Total Majorxr Minor Total

‘ Exports Exports. Exports {[Exports Exports waports »
1 2 3 _4 5 6_ 7
1950-51. 109,18 127,83 112.23 | 80.83  19.16  100.00
1952-53 104.59 104.12 104.44 83.22 16.77 100.00
1953-54 95,61 84.53  93.65 | 84.41 15.18  100:00
1954-55 .  107.30 85.56 103.52 86 .09 13.90 100.00
1955-56  106.68 132.98 - 11l.1l1 74.84 20,15 100.00
1956-57 108.97 116.49 110.22 | 82.20 17.79 100.00
1958-59 100.00 100.00° 100.00 83.15 16.84 100.00
1959-60 111.89 93.81 108.87 85.43 14.81  100.00
1960-61 114.98 86.59 - 109.39 86 .60 13,33  100.00
1961-62 122.33  84.53 115.96 | 87.72  12.27 . 100.00
1962-63 127.76 71.13 118.15 89.86 10.13° 100.00
1963-64 136.74 151.54 139.09 81.67 18.32  100.00
1964-~65 143.84 115.46 138.97 86.01 13.98 100.00
1966-67 201.46 193.81 200.05 | - 83.09  16.30  100.00
1967-68 202.08 295.87 217.70 77.13  22.86 100.00
1968-69 213.56 345.36 235.61. ] 75.33 24,66  100.00
1969-70 200.20 469.06 245.24 67.82 32.17 100.00
1970-71 266 .39 68.01 31.98 100.00

)

Source: Calculated from Table XI from the Appendix.
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1970-71
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COMMODITY COMPOSITION OF INDIAN EXPORTS
ACCORDING TQ MARKET ENVIRONMENT
(Index No.1958-59 = 100)
ﬂ ' Exports having 4 ‘

Year Monopo- Oiigbpo— Competi- Other Total
listic = listic tive exports exports
environ~ environ- environ-
ment . ment ment

o1 2. 3 4 5 6

1950-51 103.27 125.88 84.74 116.83 112.23

1951-52 219.83 ' 102.86 ' 88,37 92.80 126.69

'1952-53 113.70 101.86 101.25 100.96  104.42
1953-54 . 99.87 105.87 73.54 80.61 93.65
1954-55 108.66 116.70 93.55 84.66 103.52
1955-56 1108.30 97.28 126.44 126,09 111.11
1956-57 108.06 117.65  111.13 100.32 110.22
1957-58 101.54 104,50 ' 88.16 162.60 115.32
1958-59 100.00 100.00 100.00 100.00 100.00
1959-60 101.78 . 110.94 126.06 102.36 108,87
1960-61 122.09 104.29 102.95 108.38 109.39
1961-62 -128.40 98.01  132.20 121.40 115,96
1962-63 131.64 105.00 131.28° 116.95 118.15
1963-64 136,38 - 109.06 143,51 . 185,79 139.09
1964-65 151.01 . 109.49 139.19 172.46  138.97
1965-66 161.63 116.72 . 138.29 138.65 136.00 °
1966-67 225,69 131.19- . 220.45 = 268.46 200.05
1967+68 212.85 146.61 ©  209.78 337.82 217.70
1968-69 212.94 189.61 241.34 326.48 235.61
1969-70 203.35 119.07 256,35 476.79 245.24
188.36 134.67 278.13 534,92 264:52

Source: Calculated from Table XII from the Appendix.
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COMMODITY COMPOSITION OF INDIAN EXPORTS
ACCORDING TO MARKET ENVIRONMENT
(Percentage’ to total exports)
Exports having
Year - e ' : o
. Monopo- Oligopo- Competi- Other Total
listic ‘listic | tive exports exports
environ- environ- environ- Co IR
. ment ' ment ment o o
T Z 3 3 5 6
1950-51 22.30 41.74 11.00 24.94  100.00
1951-52 42,05 30.21 10.16 17.55  100.00
1952-53 26,39 36.30 14.13 23.16  100.00
1953-54 2584 42,07 11,44 20.62  100.00
1954-55 25.39 41,88  13.15 19.56  100.00
1955-56 19.56 34.91 17.77 27.19  100.00
1956-57 23.76 39.72 '14.69 21.81  100.00
1957-58 21.34 33.72 11.14 33.78  100.00
1958-59 24.27 37.22 14.57 23.96  100.00
1959-60 22,66 37.92° 16.87 22:53  100.00
1960-61 27.05 135.48. 13.71 23.74  100.00
1961-62 26.84 31.45 16.62 25.09 100.00
1962-63 27:00 33.08 16:20 23.72  100.00
1963-64 - 23.76 29.18 15.04 32.01  100.00
1964-65 . 26.34 29.32 1460 29.74  100.00
1965-66 28. 80 31.94 14.82 24.43  100.00
1966-67 27.37 24,41 16.06 32.16 100:00
1967-68 23,70 25.07 = . 14.05 37.19 ' 100.00
1968-69 21.91 29.95 . .14.93 33.17  100.00
1969-70 20.10 18.07 15.24 46.59  100.00
17.26 48.46  100.00

1970-71

18.95

15,33

Source: Calculated from Table XII from the Appendix.

N
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, INDIAN EXPORTS D

TRADITIONAL AND NON-TRADITIONAL PARTNERS
Percentaae to fotal exports _ Index No.1958-50=100

Year . .Tradi- . Non- . Total Tradi- Non- Total
tional ' Tradi- exports .tional Tradi- exports
_partner tional - ~ partner tional
_ S partner. . partner
1 2 -3 a4 5 6 7

1950-51  57.09  42.90 100.00 .  86.97 124,89 112.23

1951-52 65.42° ' 34.57 100.00 = 99.66 100.64 126.68
1952-53 63.08  36.91 100.00  96.09 107.45 104.42
1953-54 64.96 - 35.03 100.00 . 98.96 101.97  93.64
1954-55 = 68.38  3l.61 100.00 = 104.17 92,02 103.52
1955-56 62,04 = 37.95 100.00 94,51 110.48 111,10

1956-57  76.99  23.00 100.00  117.29  66.95 110.22
1957-58 51.76 . 48.23 100.00 78.85 140.40 115,32
1958-59 65.65 © 34.35 100.00  100.00 100.00 100.00
1959-60 68.03  31.96 100.00 103.64 93.04 198.86
1960-61 67.06  32.93 100.00  102.16 95.80 109.38

1961-62 83.20 36.79  100.00.  96.28 107.10 115.96
1962-63 61.52 38,47 100.00 . 93.72 111,49 118.15
1963-64 58.23  41.76 100.00 88,71 121.57 139.09
1964-65. 61.34  38.65 100.00 93.44 112.51 138,97
1965-~66 57.13 42.86 100.00 87.03 124.77 136.00

, 1966-67  57.99  432.00 100.00  88.34 122.27 200.05
1067-68 56.04 ° 43.95  100.00 55:37 127.94 217.69

1968-69 - 54.8 . 45.13 100.00 . . 83.57 131.38 235.60
- 1969-70 52.58  47.41 100,00 . 80.10 138.02 245.23

1970-71 $0.76  49.23 100.00._ 77.33 143.31 264.51

Source: Calculated from Table XIIIIfrom the Appendix.’
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On the other hand, both index number and percentage share
of non-traditional exports are increasing, Further, from
Tables 5:6 and 5.8, it Qill’be observed that while there
is gradual increase in both trend rate of growth and
index number of primary goods exports, its percentage
share in total expoxrts remained more or less on the same
level during the whole twenty year period. This tendency
is more prominent in the case of traditional manufactured
goods. These tendencies of traditional manufacturéd and .
primary goods exports seem to be inore due to domestic
demand pressure which have beeﬁ generated in‘the Indian
economy because of industrialization and the inflationary
spiral in the economy. These two factors are responsible
for the imcreased domestic demand for the primary and
traditional manufactured goods which are mainly raw

materials and consumers' goods.

Moreover, the inflatioﬁary pressure in the Indian
economy 1s partly responsible for the decline in compe;
titive power of Indian exporfs in the international
markets, This could be observed from Tables 5.6 and 5. 10.
While Table 5.6 shows the declining trend of monopolistic
exports, Table 5.10 shows that they could not increase
their share in total~exportsxof India.‘§§§£§§§§5“fhe share

.of oligopolistic exports have declined during the period.



These trends, it seems, are due to the emergence of
increased foreign compefition for the market for

such goods,

Finally, Tables 5,6 and 5,11 show, qﬁite clearlj
that India is gradually losing its traditional market.
This may be, as said earlier, due partly, to the emer=
gence of subsgﬁges in these couniries and partly to
economies in the use of Indian exports which have become

costly.

5.4: EFFECTS OF DEVALUATION ON. INDIAN EXPORTS ;

It is under the background of the conclusions of
the previous section that effects of defaluation of Indian
rupee in June 1966 on exports,g& to be viewed. It may be
helpful to anticipate at this stage that under the circume
stances where exports are more supply rather than demand
determined, it is more’or‘les§_6oubtful whether devaluation
can do the trick of eliminating deficit in-thé balance
of payments through enhancing its export earnings to any
appreciable extent. As such, devaluation to be successg=

ful (i.e. to improve the balance of trade on goods and

services account), it must be effective in reducing the
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import bill in a big way. In this section, it is propoe
sed to consider the effects of devaluation of 1966 on
balance ofatrade through affepting exports and imports
of goods under the assumption that whatever changes_
that have taken place in exports and imports are solely
due to’devaluation. Next this unrealistic assumption
wi}l be relaxad to isolate the effects of devaluation

£rom other effects on expért earnings of India.

_ 5.4,1: DEVALUATION AND BALANCE OF TRADE 3

The balance of payment difficulties of a country
may be one of the following forms: (i) an overall balance
of payment deficit, involving loss of foreign # exchange
reserves; (ii) an overall balance in external payments,
maintained by a system of controls over imports and
export'promoti?n_measures; and (iii) combination of the
first twoe. :%%gigié an overall‘balancé&of péyméﬁugdeficit
but the deficit is kept as small as possible through
controls on imports and throdgh export promotion measures.

The cbuntry is aésume& to devalue itg curzency to a

| sufficient extent in the first case to eliminate ‘the
overall deficit or in the second form to remove both con-

trols on imports and export incentives schemes which were

originally maintained to supress the payment deficit or. in



. 2D

the third case to remove the deficit as well as to remove
both controls on imports and incentives on exports. It

is clear that India falls inthe third category.

The gquestion to be addressed is: what is the effect
of devaluation oﬁ balance of trade of India? Theoretica~
1ly, the "MarshalleLerner®!? condition maintains that in
order that devaluation ma§ be successful in improving
the trade balance of a country, the sum of the price ela=
sticity of demand for imports {e,) and the price elasticity
of demand for exports (ex) must be greater than unity,
However, the assumptions (of equilibrium in balance of
trade and of infinite supply elasticities of exports and
imports) from which the condition is derived are unrealie
stic. . Clearly, in case of Isdia, as said before, both
these assumptions are unrealistic., In order to remove
the drawbacks of the "Marshall-Lerner® condition, HirschmanlBhas
derived the fallowing conditions under realistic assumptions
(of initial tradazgalance and less than unity supply

elasticities of exports and imports).

l7Hirschman A.O. "Devaluation and the Trade Balance®,
Review of Economics and Statistics, February, 1949.

18111 4,
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(1) In foreign currency : ,

-§ em-l»ex }) 1

| {(2) In domestic currency
A
LV ‘ .
Where M and . X are imports and exports in foreiogn
currency. It will be seen that when exports are equal
to imporis, Hirschman's conditions reduce to the
"Marshall=Lerner® condiﬁon. Further, his conditions
are less §trin;_:;ent when expressed in foreign exchange

than when expressed in domestic currency.

Before answering the qixestion, let us try %o apply
"Hirschman's' condition and try to anticipate whether
devaluation will be successful in improving trade balance
of Indla. For the purpose following elasticities of

'demand for imports and \exports of India are used:

Tabls 5.12
Elasticities of Demand for Imports & Exports of India

Valueng Valume
Domestic Foreign  Domestic  Foreion
gxchanage exchange exchange  edchange
Imports , - 0,02 + 102 + l.}.3 + 4.6
Exports ~ 2,45 - 0.17 - 2,84 + 0.64

Sources Calculated from Table XVII from the Appendix.
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Wising the above values of elasticities we have:=

condition (1) (a) ~H-em + ex = 1.1 > 1 for volume

{b) -—‘%—- em + ex = 5,56 > 1 fozr valee

condition (2) (a) +

®
(]

e =2,31 < 1 for veluswe

E”l:z: glx

+

(b)

@
H

e = =l 16 < 1 for ,value
Thus, 'Hirschman's' condition in terms of foreign
exchange is satisfied, while that in terms of domestic
currency is not, From this one can say that devaluation
may be successful in impfoving the trade deficit of India
in temms of foreign exchange. In fact, this has turned out
more or less true, as can be seen from Table 5.13 in which
exporty, imports and trade balances are shown both in
termg ofvrupeés and in US dollars. It will be observed
from the Table that the trade balance in terms of US
dollars has gradually improved from 1966-67 to 1970-71, all
the poste-devaluation &ears. While the trade balance in
terms of rupees has improved during 1966-67 to 1968-69,
but has deteri9rated duri ng 197071, Further, while the-
overall improvement in trade balance during 1966-67 to
1970-71 has been 90.5 % in tewms of US doliars, the corres-

ponding improvement in terms of rupees has been 66 %, In



. 240

STL6T ‘udaey ‘puny AIersyow TeuorlBUISIUT .wmﬁvmw»mvm TeTouBuY] ﬁmmoﬁvmcuwwcm :901Nn085

n.lu oom- .m- Q@va ..H. .ON&. - - - - o.oo.l 0 C.HN‘ ) Oo.ﬁ.—". - - - HN.‘ON;QH
. . ) _ : , , : : 99=G96T
6L~ P'C ~ T+ 66 ~ GZTC  9TOC 0°SL+ L°8 + L0°0 = . LIE=  O2LT EOvT  TL-0L6T
G°ZG=~ TTT= L'V + 99€ = ‘TO2Z GEBT C'tG=~ T*6 =~ LT +  8LI~ (Al 1 1'4%4}Y 0L=696T
8°VE= G°6 = LS + 9GL = 6062 €GLT  L*Tt6- 8°'¥T- 6°8 » 99E~ OorLT PLET 69-896T1
TL=- 6°T - c°T + 0917~ cLLe 29T 6°¢ct~ 9°C + C°GT+ g8L- Ev0T G62T - 89=L196T
9°8+ v°0 =~ 8°0 = 0G2T~ LZ8% LIST' LT = 26 - T1°'vl~ S06~ . Teé6T 980T L9=9961
6°6T+ 6°T2+ €°tg+ TGTI~ 8e8Z L89T  9°02+ T'¥e+ 6°9c+  0E6~ 14:1%4 PCT - 99~G96T
e == 296 - 6282  L9ET -~ - == TiL= - 8OLT 166 T9~096T
(ET)  feT)  (TT)  (oT) (6) (8 (W (9 (&) (v () () (1)
g uwr  xs3 a wr Xz |
eseaxdsp (=~ aseaIosp Miw
eseaxout A+W g @ou sseaxouy (+ ¢ 3du
Ieok snotasxd  =eTBE {*3<T°0) (°q°0°3) xeeh snofrsxd  -BTRg (°3°1°9)(*q*0°3) -
IaA0 dbueys §  epexy wuy Xz Isa0 2bueys -y  opexy uy xg
- Ieax

$ SN O SUOTTTTW

S3IOIS *§ uoTIENnTRAdpP=-3S0d 3y

ET'G o1aeL

BTPUT JO 9pBI] FO IJUBTRH UO :mﬁvw=~m>ma 3o 32903133



. 241

/

other woxrds, devaluation of Indian rupee has been more
successful in terms of US dollars ihaﬁ in te;ms'of
Tupees as .anticipated earlier. But why is it so? Such
an outcome is possible in many déveloping countries iike
India, "which are capital-importihg with rather low ela-
sticities of demand for imports;" and “import exceed
expo:r;ts (B > (zDsmgoth before and after develuation, a
condi tion usually met in devaluating less developed coune
tries. "% ALl in all, devaluation of June 1966 has Reexx
successfuily eliminated trade deficit in'india's balance
of payments in terms of foreign exchange. A country is
interested in improving the ‘trade balance in terms of
foreign exchange, a scarce resource of which the countxy

has inadeguate supply.

lgIt ig this possibility of devaluation that is neg-
lected in most of the analysis. See Cooper R.N., "Deva-
luation and Aggregate Demand in Aid~receiving Countries,*®
in Trade, Balance af Paymentg and Growth, (Eds.) Bhagwati
JeN, and others. North-Holland Publishing Co., London,
1971, In this paper, €ooper hasg, shown the possibility of
devaluation by considering B = rD, where B = X=M is the
trade balance measured in. terms of foreign currency, r is
the foreign currency price of a unit of domestic currency,
and D is the trade balance measured in terms of domestic
curren€y. A devaluation by Ar> zere will change B andgD,
leading to: AB = (r + Arg' OD + 3 Ar =1 (1+k)AD + kB
where K = ﬁé% » the proportionate devaluation. This relae .
tionship clearly shows that when B is positive, implying
an improvement in the foreign balance,. AD may be nega-
tive, implying deteriorating trade balance in temms of
domestic currency due to .reduction in total demand for
domestic output in the devaluating countxy.
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However, fbr us, tbe crucial question is: What is
the role of exports in eliminating the trade balance
of India? A look at the Table will show that it is more
due‘to decrease in impoxts, ﬁoth in fefms of rupees and in
US dollars, than increase‘intexports. that India would
eliminate the trade balance in a measurable proportion
during the postndevaluation perioduﬁéé 7 in terms of
Tupees and 90.5 % in temms of US dollars. Thus, during ’
all the last three years percentage'decrease in imports’
was larger than tbe percentage zncrease in exports, in -
terms of US Dollars. While in texms of rupees, during
the year 1970-7) exports have actually declined and
imports have 1ncreased. So far as the overall performance
in concerned, increaselln export was less than the decrease
in imports during the five year post-devaluation period,

in temms of both the currencies.

' 5.4.2: DEVALUATIOM AND EXPORTS 3@

¥

Theoretically, devaluatzon is a monetary measure to
boost RXpxks exports through deczease in thezr prices. In
practice; devaluation of rupee has not brought the desmred
results on export front. This can be observed from Table
5.13 which brings out a su:przsxng fact that 1ncrease in

exports auring the past pxe»deValuatzon period l960-61 to
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965«66 was greater than the increase in exports during
the post»devaluation,peried 1965«66 to 1970-71 in terms
) f boih foreign exchange and domestic currency. The
qﬁestion, therefore, is: Why did Indian exports fail to
respond to a greater degree to the devaluation incen-

tives?

A casual look at Table 5,14 will show that there
was nothing wrong in the international méfket.»'Thus.
world exgorts had iﬁﬁreased by 66,7 % during 196570,
while the increase during 1960-65 was 45.3 %. The corvese
ponding increase in“the’developing areas, primary produe=
cers' exports and depressed exporters' exports were 37.3%
and 32.8 %; 103.8 % and 36.2 % and 28.2 % and 19.0 %. On
the other hand, the corresponding increase in Indian
expoxrts during the post and pxe»deyaldation periods were
20,1 % and 27.0 % In other words, the increase in
Indian exports was the lowest in comparison tolthé corres-
ponding increases in exports of major regions, éven of
the depressed exporters' exports, during the post-devalua=
}Fion period. Further, ﬁhile all the major regions have .
shown 2 general improvement in their export performanéé
during 1965-70 over 1960-65; Indian exports have deterio-
rated their pogition du;ing the former périod as compared

to the latter period. This seems to be a natural outcome
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Table 5,14

Pre and Post devaluation trend in'exgorts of Indian
and major regions of the world (billion US §) -

i

Region ' Va%gfd?§.§xport. , ‘% change - during
o 1960 1965 1970  1960-65.1965-70 1960-70
() @ (& . @ (3 (8 ()
World Exports: 128,10 186,10 310,709 45,30 , 66,70, 142,50
« of which =
I Devéloped -
Areas 85,30 ' 128.30 208.00 51.60 = 63.20 141.50
II  Socialist ‘ 5 ' '
Areas | 15.30 21,70 31.10 44,70 43.30 107,30
I11 Develcéing ' ' : .
Areas 27,40 36,40 53.70 32,80 37.30 96,30
- of which | |
3.1 Depree
ssed
Expore .
ts 6-09 ?025 9-30 .1..9.00 28020 52.7
3.2 Others 921.31 2%.15 44.40 36,80 52.30 108,30
IV Primaxy , ‘ » ‘ (
Producers 25.83 35,17 71.69 36,20 @ 103.80 177.60
v India 1.33 1.6? ; 2.03 ‘ 2?.00 x2b.lﬂ

52. 60

" 2: International Finmcial Statistics, I.M.E.

JanUarY, 1972, :
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of the fact that the share of Indhan gxporié in the major
regions'~éxports has deé:eased during the fommer period.
This can be'obsérved frqm Tabke 5.15. A‘mofe revealing
fact is that its share has decreased even in deéressed |

exporters’ exports.

Table 5.15

Share of Indian Exports in the major reglons
of the world

Share of Indian exports(in percentage)

Year c ‘ -
' 3 Werld Develop=~ - Primary Depressed ‘
Export ing : Producers' Exporters'
countries Exports Exports
exports :
(1) (2 (3). {4) (5)
© 1960 1.2, 4,6 5.1 22,2
1965 0.9 4.0 4.8 20,0

1970 0.6 3.8 2.8 17,3

‘Sourcex: Calculated from Table 5.14

This, in turn, is aue to the faéi that devéluation has |
failed to brlng down the pr&ces of Indlan exports to a.
’comparable parlty levels ruling 1n the internat;onal market,
This can be observed from I‘ab:.e 3.16 it w:.ll be observed

from the Table that while unlt value iimiices of’ exports of
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Pre and Post devaluation change in total value, unit value
and quantum indices of world, developed and developing
countries and Indian exports

Index (1962=100) & period

Region T 5
Total value Unit value, Quantum™
Change- Change GChange ¢han§e Change Change
,during during during during during during
pre- poste pre= post- pre- poste-
deval,  deval. deval. deval. deval. deval.
pericd peried pericd period period period
(1) (2) (3) (4) (%) (6) (7)
World + 21 + 82 + 3 + 10 18 + 64 .
Developed :
Countries + 23 + 77 + 3 + 11 + 20 + 69
Developing
Countries + 14 + 58 + 2 + 7 + 13, + 45
India + 4 + 21 + 6 + 65 - 1 + 99

Source: International Financizl Statigtics, I.M,F., March, ;97;,‘

Notes: {1} Total value elasticities of demand for Indian

(2) Velume elasticities of demand for Indian

exports with respect to export prices were
+ 0.66 and 0,78 during pree~devaluation and
postedevaluation periods.

exports with regpect to export price were

= 0.17 and - 0,98 during pre-devaluation

and post-develuation periods.
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the world, ihe developed and developing countries have
increased by 10, 11 and 7 points from 1965 to 1970, that
of Indian exports have increased by 65 mkm poinffluring
the period. This coupledwith low elasticitiés of demand
or Indian exports (0.66 and -~ 0.17 for total value and
ﬁ;lume reépectively). has led to improvement of 21 points
in total export value and 9 points in volume indices of
the expoxrts during the period, While the corregponding
imorovements in value and vqlqme indi;es of the world,
developed and underdeveloped countries have been 82 & 64,
71 & 69 and 53 & 45 respectively. In other words, the
unsatisfactory growth of Indian exports during poste
devaluation is due to the fact that the davglued rupeed has
faiied to bring down the prices of Indian exports to a
level that was made possible through éxport subsidie3«aﬁd
export incentives during the immediate prg-devaiuatiop

period ¢f 1960=65,

However, ihe devaluation_hasxbestowed some blessings
to Indian exports from other angle. It will be observed
from Table 5.17 that import capacity of Indian exports
meésured in income terms of trade has improved by 19
‘ points during the postedevaluation period, which ig much
greater than the corresponding improvement in it during

the pre-devaluation period 1960-68. No doubt, even thig
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o  Isble .07

Post and Pre devaluation changes in terms of trade of
. the developed and developing countries and
"India (1963 = 100) =

Terms of Trade & -Period

Regions Net Barter'® . Gross Barter'®’  Income'’.

Change Change.  .Change Change Change Change
during during during during during during
pre~= poste pre= post- pre= po st~
deval. deval. <deval. deval, deval. deval.
period period period period period period
1963-65 1965-70 1963-65 1965=70 . 1963-65 196570

(1) - (22 (3 .. (4) (5) 6y . (7)
Developed - - o
countries 0 + 2 0 + 1 R 20 + 71
Developing L L . .
countries -1 ° +1 + 0 0 12 + 46
India R +9 +7 ¥ 0 + 19

Source: Calculated from Table XVI from the Appendix.
Note: (1) If,

P, and Q, denote unit value index of export
and quantum index of exports respectively and
. P, and Q, are those of imports, then we havet-

(a) Net Barter terms of trade = P

——

{(b) M Gross Barter temms of trade = qﬂ

(¢) 1Income terms of trade =X x O
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much increase in income terms of trade could be considered
very small in international comparisoﬁ. The improvement

in India's income terms of trade during the post-devaluation
perisd was, in‘turn,'due to improvement in both net barter
texms of. trade end in volume of Indian exports. The
impreyement in the fommer, it may be pointed out, is more
than the corresponding improvement in the developed and
developing countries net barter tewms of trade. While
improvement in the latter, as said before, is less than

the corzresponding improvement in developed and developing

countries' volume of exports.

There is also one more direction in which devaluation
‘has Teacted favourably on Indian exports. It has improved
tﬁé elasticity ¢f demand for Indian exports during the
post-devaiuation periods It will be seen from Table 1.1§
that while the value and volume elasticities of demahd
for exports were + 0.6€6 and « 0,17 respectively during the
}preadevalgation period, they have improved to + 0.78 and
QW-\.98 respectively during the post=devaluation period,
This means that international market has become more rés~
ponsive to changes in the price of Indian exports
expressed in terms of foreign exchange, This has an impor-
tant implication that Indian expoits woﬁld have suffered

more in the internstional market if the Indian rupee were
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not devalued in 1966,

In order to see "What would have happened to Indian
exports, if India did not devalue its rupee?", two sets
of exports are compared in Table 5.14. One is the actual
% change in exports reallsed during the post-devaluation
period (1966-1970) and the other set of % change in
exports obtained by assuming no devaluation. The later
is obtained by pre-devaluation price elasticities of -
demand for exports.l From the Table, it will be observed
tﬁat:due to de#a;uation in 1966, value ihdices have
increased by +11.74 %, +0.64 %, and + 7.30 % over the
previous year increase éuxing 1968, 1969 and 1970 Tespe-
ctively. The correspond ng change in quantum 1nd1ceq
have been by + 12.02, + 0.03 and -« 0.93 durlng 1968; 1969
and 1970 respectxvely.‘ In other wcrds, as already remark
ked earller, Indian exports would have suffered much,
both in terms of value and volume, if there had not been

devaluatlon of India Rupee in 1966,

i

5.5 SUMMERY AND CONCLUSION

The main objects of thisg chapter'aré: (i) to test
the hypotheses of demand and éupply deficiency for the
growing lag in Indian éxports; and (ii) to examine the
Ieffects of devaluation of Indian Rupee in 1966 on Indian

exports.
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The analyses of the data has revealed that Indian
exports are lagging behind world exports; Indian
imports and also behind planned exports during the
initial years of the Fourth Plan. The analyses of the
different characteristics of Indian exports duxinglthe
period 19511970 have reinforced its lagging behaviour,
Thus, the trend rate of negative trade balance (due to
lagging ekports) decreases from period to period due
to the increasing export/import ratio for the corres-
ponding period. This agaln is due to the increa;ing
trend rates of ;mport capacity of exports as reflected
from income terms of trade during the periods. This
behaviour of income temms of trade is the net outcome
of the net barter terms of trade and that of volume
temms of trade. The former is negative during the two
perlods but have increased from period to period. While
the latter have showed a positive and inecreasing trend
for the corresponding peiiod. Finally, the negative
trend rates of net barter temms of trade are partly
an outcome of the negative trend rates of unit value
indices of exports during the corresponding §eriods. '
These rates of unit value indices of exports have also

increased from peridd to period.

Further, analysié of the various supply and demand

characteristics of Indian expoits trends ha¥e suggested

3
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that Indian exports have lagged during the twenty years merkas

period due to both supply and demand deficiency but it

was more due to the former than the latter deficiency
einforced

This conclusion iséistsxxsa from. the macro export fun-

‘ctions of India.

D&mesticaliy, industrialization and the 1nf1ationé;y
“spiral in the Indian economy are the main factors res-
pbpsible for the incr8ased domestic demand for the pri-
maiy and traditional manufactured goods which are ﬁainly
raw materials and consumers goods. The latter factor ‘
is also partly responsible for the deciine in competitive
power of Indian exports in the international market.
While externally,11n§ia is gradually losing its tradie~
tional market. This may be due partly to the emergency
of cheap subgtitutes,apd partly to gponpmies\in the uge

of Indian exports which have,bepome costly.

It is against these conclusions of the behaviour of
Indian exports that the effects of devaluation of Indian

Rupee in June 1966 on exports is to be viewed. So far

as the effects of the devaluation on India's balance of ’6,\

. . ) . \\ :
payment is conc¢erned, it has successfully eliminated ) \\Q
trade deficit in India's balance of payments in temms of N

foreign exchange. But it is more due ‘to decrease in
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Sﬁports rather than increase in exports. 1In other
wor&s} inérease in exports was less than the decrease
in imports during the five~years post-devaluation

peiiod. in terms of both Rupse and foreign exchange.

However, the devaluation has reacted favourable
“on Indian exports in two directions. Firstly, it has
Iimproved.impdrt capacity of Indian exports., measured
in temms of income terms of trade.. Secondly, it has.
also impréved the elasticity of demand for Indian
exports during the postedevaluation period: This has
an important implication that Indian exports would have
suffered mozre in the international market if there had

not been devaluation of Indian Rupee in 1966,



