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| CHAPTER-VII |
* IMPORT GROWTH AND INSTABILITY
71 INTRoDUcTION

In the process of economic development of a country, there will be deepening

P of economrc transactrons with other countrres However m the initial stages of

o economrc development due to lower level of caprtal accumulatron and poor qualrty of

F

labour force the domest1c output tends to be low. Hence it is. drfﬁcult to -allocate the
domestrc demand to meet consurnptron and investment reqmrements This also lrrnrts
the exports to prrmary goods. Thus, thrs peculiar macroeconormc structure means that
medlum to long—run trends in imports play an 1rnportant role in developmg country.

Tlns has been asserted in various econonnc hteratures

. Accordrng to Kmdleberger (1962) ina developmg economy due to number of
“reasons, the ratio of imports to national i ‘income rises unless restrrcted by commercral
policy. Accordmg to him, growth brings forth neW needs that cannot be supplred
locally in .the 1n1t1al stages of development. There will be requnernents of raw"
r matenals capltal equrpments and new appetites through demonstratron effect, rrsmg

' 1ncome and frequently new capacrty to import through caprtal borrowmg

- He further stated that, Imports are essentrally a functron of the behavrour of
demand in the economy constituted by demand for. consumptron goods and demand
for caprtal goods Smce the imports of consumptron goods have been drastrcally
controlled, the basrc factor contributing to rnountrng trade defrcrt has been increasing .

, demand for caprtal goods. :

Goldstem and Khan (1985) has suggested that trade relatlonshrp are subject to
elther gradual or sudden changes over time. They argued that. gradual changes are due
‘to the process of economic development or as the: result of changes in government
trade polreres Where as sudden changes are due to the ﬂuctuatzons in exchange rates,

or large oil price increases that alter the basic demand and supply 1elatronsh1ps.

A Accordmg to Riccardo Faini, Land Pritchett, and Fernando Clavgo (1988)
Imports generally react more swrftly than exports to substantral trade hberalrzatron A

o resultmg in short-run current account imbalances and a need for temporary ﬁnancmg
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) Thls 1s 1nc1dentally, one of the main Justrﬁcatrons used by mternattonal orgamzattons '

- 'for supplementmg structural adgustment packages w1th external loans.

W_ith the above as 'the background, the question arises here is whether Indian

: economy has followed a similar trend. :

' The import reglme in India was donnnated by both quantrtatlve restnctrons on
imports and a ‘highly protectromst 1mport tariff structure. The tariff structure Was also |
characterrsed by - a very hxgh or prohxbrnve tariff on- ﬁnal goods This anomalous
1mport regtme, among other factors, has been a major stumbhng block for the

:;”_sustamed growth of an efficient industrial structure in India. In fact, a World Bank

: report classified 41 countries, mcludmg India, as strongly 1nward—or1ented” countnes

- meaning that the overall 1ncent1ve structure strongly favoured producnon for the

3 ,_dornestre market ‘ . I

P

E Since then the Indlan economy has been undergomg substantial changes in
the extemal front: Reform efforts have been’ contmual and strong since 1991 with
i s1gn1ﬁcant changes occurring in 1993. % Almost all areas of the economy have been

opened to both domestic and foreign private mvestment 1mport licensing restnctrons
‘on intermediates and capttal goods have been mostly ehnnnated tariffs have been
significantly reduced, and full convert1b1hty of fore1gn exchange earmngs has been
. established for current account transacttons ®Asa result of these policy changes the

trends in imports have undergone a change It is this’ trend that will be analysed i in this

o _ chapter Thls is because the imports growth trends and the 1nstab1hty of imports exert"

a destabthsmg impact on the macro-economy as a. whole This -exposes the

‘ Vulnerablhty of an economy, which is highly dependent on unports

There will two part analysis. First country wise and th‘en commodity wise.
Each of these parts is sub-divided in three sections. (i) Growth analysm (i), Instab111ty '

| analysrs (1ii) Relatlonshlp between: growth and 1nstab1hty

*7 See, World Bank Report (1987).
% In chapter two, these reforms have been examined in detail.
_* See, Dutta (1998)
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This attempt is made in order to identify the country group and cémmodity
group, which are responsible for the growth and instability of India’s imports.'® An-

attempt is also made to identify specific country and commodity for this trend.

12 COUNTRY WISE: IMPORT GROWTH AND INSTABILITY *
" -As mentioned above country wise findings are divided into three sections.
Firstly, the ﬁndings regarding import growth are provided. In the second section, the

result pertaining to imports instability is presented. In the last part the link between

“the import growth and instability have been exammed

7.2. a. Import Growth:

A iook at table 7.1 reveals‘th'.at the maj'or share of India’s imports is
‘coming from OECD group of countries during the period under study. This
groixp constituted almost 49.01%‘ of Indian imports. Not only this, the group
has recorded 16.12% growth during this period, which is also sxgmﬁcam at

one percent level in absolute terms

However, this table also r.évéals ~thatl a fall in the share of irriports frorﬁ
‘OECD group of countries, from‘ 53.94% in ére—reform ‘period té 45.61%
during pbét-reforrq period. This is mainly due to the decline in thé”imports' |
from all the countries except VBelgium', Australia and Switzerland. Similarly,‘
the share of imports of OECD countries declined from 54.04% in adjustment

period to 41.78% during post-adjustment period.

Import growth in absolute value also exhibits a similar trend of decline
during both post-reform as well as duﬁng pést—adjustmeﬁ{' period when
 compared with pre—reférm period and adjustment period rc;spectiVély.*01 This
is mainly due to the fall in the imports from all the countries except.Canada,
U.S.A, Switzerland, Belgium and France. A sifnilar trend ‘is also visible in

terms of percentage share, where imports have not only shown deterioration

1% Ymport instability is here defined as short—term fluctuatxons in import payments corrected
for trend.

"' The imports growth has fallen from 15.75% in pre-reform period to 14.79% in post—reform
period and from 23.10% in adjustment period to 14.41% in post-adjustment period.
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but has indicated a negative growth during both. post-reform and post

adjustment period as compared to pre-reform and adjustment period.

The O.P.E.C. group constitutes nearly 16.72% -of India’s irnports. It
has also registered a significant growth rate of 15.92% during the period. The

' . percentage share of imports from OPEC has increased marginally in post—

reform period 102 However the pefcentage share of imports from' this group.
‘ ihas fallen from 21. 17% in adjustment penod to 14 85% during post-

adj ustment period. 103

~ The imports growth in ‘terms of absolute value frdm OPEC group has
regzstered deceleration durxng post—reform as well as durmg post- adjustment-‘
period. 104 Snmlar trend of declmmg import glowth from this group is
w1tnessed durmg both post—reform and post-'adjustment penod when analysis
" is done i in terms of percentage share. This is mamly due to the lower unports

from the eountnes such as Indonesxa Kuwalt and Saudi Arabxa

i

} The imports from the Bastern Europe group constitute a very small.
E share of about 5.64 %. The main source of inipdrts froxn this group is C.L S.
(Russm) It constxtutes about 4%. share of the total Indian xrnports during 1980-
- 2007. The unports in percentage share from this group have shown a decline -
o "dunng both post—reform penod and post-adjustment penod 1% However, the

' ana1y31s of imports 1n terms of growth in absoliite value reveals a 31gn1f1cant

-+ import growth of 8.33% from this group (ca_used by unpqrts from Romania)

during the period under study. Similar, trend is registered during peStJreform

‘pverlod as compared to pfe—-fefonn period, inclicating highen deman{i dufing-

,102 This is due to the increased imports from UAE (3 88%), Kuwalt Q. 82%) and Indonesia
(1.63%) dunng post-reform period. '
1% This is due to declining imports from countries such as Iran, Kuwa1t Sandi Arab and

104 ’I'lns is because of deterioration in imports from Indonesxa, Kuwait, Saudi Arabxa and
"U.A.E during post-reformn period and Indones1a Kuwait and Saudi Arabia during post—

adjustment period. - ‘

1% Imports share have fallen from 10.01% in pre-reform to 2. 64% durmg post-reform period
~ and from 3.60% in adjustment period to 2.21% during adjustment period. This is mainly due

to lower imports from Russia (C.LS).
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hbrahsatlon era. But, w1th in the reform perlod the imports have declmed

‘dunng the latter part of the reforms ie. post—adjustment penod 105 -

The last group is of Developing countries. Asmentioued'earlier‘it has
three ‘sub-groups, namely Asia, Africa and Latirr America. As a group, after
OECD, it j"is the second largest source of India’s imports. Tt accounted for
21.27% share ‘of total imports of India. The imports from this group have’
shown- rising tendency during post-reform' and post-adjustment period in

percentage share.'?’

' ’Further’, in terms of gro'wth this group has recorded the ;highest growth
21.02% 1n absolute value and 2.69% in percentage share) es compared to
.. other groups, ihdicating that it is main and growing source for Indian imports
dumng the, entlre perrod Slrmlar trend of hrgher 1mport growth is. notlced
,durmg post-reform and post—adjustment penods both in terms of growth in

absolute value as weIl as in percentage share

) Wlth in thrs group, the sub—group Asm is the main, source of imports, rt
constltute nearly 15.80% share of the total 1mports and nearly 74% share of
the total rmports from the developmg group of countries during 1980-81 to
2006-2007. Durmg post-reform and post—adjustment perrods also the 1mportsv

‘ from Asra contrnued to show the hrgher percentage share as compared any

other sub group

_ Further the Imports from this group have mdrcated a nsmg trend
' durmg post-reform per1od as cornpared to prewreforrn perrod in absolute value.
This rise in.imports attribute to the imports from countries such as China
(44. 46%), Malaysia (21.04%), Nepal (27.95%) ana» "rhailarid (28.75%).'%®
Imports from China increased due to the Bangkok agreement whrch boosted

. the bilateral trade. Whﬂe the hrgher 1mport from Tharland and Malaysra is the‘

- 1% Import declined from 25.80% 1 in adjustment period to 18 61% during post—adjustment

"period. This is mainly due to the fall in the i imports from Romania as well as from Russia.

197 The imports share increased from 16.78% in pre-reform period to 24.37% during post-
reform period and from 21.18% in adjustment period to 25.81% during adjustment period.
168 Imports from China have shown a higher and significant growth of 44.46% during post-
reform period as compared to -32.73% during pre-reform period.
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result of the “Look east policy”.'® But, import growth during post—adjustment
period” has shown a deelinir{g trend from 29.10% in adjustment period to
21.59% - during postwadjustment peﬁod This is mainly due to the Iower'

1mports from all the major countnes of this group, which includes China, .

-S. Korea Malays1a and Smgapore But Imports growth in terms of percentage '

- share from Asia has shown dechmng trend durmg both post-reform and post-
adgustment penod as compared to pre—reform and adjustment penod Ho Aga_m
countries such as China, Hong Kong, S.Korea, Malaysia-and Singapore were

responsible for this trend. -

Sourcmg of imports from African countrles also has indicated a
. dechmng trend in absolute value both dunng post—reform and post-adjustment
: pemod ThlS is mainly due to lower 1mports from Kenya Tanzama and Zambia
durmg post—reform penod and aII the countries of thlS sub group during post-
ad;ustment penod H However in terms of percentage share imports have
shown a dechnmg trend during post-réform per1od as cornpared to pre-reform
_ perlod ie.! from 7.10% in pre-refoml penod to 103% dunng post—reform
~ period. However ‘has exhibited a r1smg trend durmg post—adjustment penod as
. 'compared to adjustment perlod thxs 1s mamly due to higher imports from

112

Tanzama ' After. analysmg the trend in 1mports growth in the. foregomg

sectlon Instablhty index will be examined.

7 2. b. Import Instability: -

Instab1hty index for different. groups of countries from WhICh Ind1a
. meet its 1mports is. estimated both in terms of absolute value as well as in -

percentage share

Table 7,2 shows that imports were more= stable from OECD group as '

compared to any other group not only in absolute value but also in percentage

1 See Econormc Survey 2003-04. .
o 1o Imports have fallen from 2.72% in pre-reform period to 2.66% durmg post—reform per;od
* and from 5.46% in: adjustment period to 2.75% during post-adjustment penod '
T M1 This inclades Bemn, Egypt, Kenya, Sudan, Tanzania and Zambia. ‘ .
-2 Timports from Tanzania mereased from -8.49% in adjustment period to 11 08% durmg post-
adjustment penods
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’share Sumlarly, dunng post—reform and post~adjustment penod also the

~ imports from OECD group have Shown more stability.

However if we con31der different sub-period then the imports from

OECD mdlcated h1gher mstabxhty both in absolute "value as well as in

: percentage; share dun_ng post—reform and post-adjustment period as compared
to pre-reform and edjustment peried. This is accounted in the imports from

. countries of European Union.%f3 ! -
Wlth respect to OPEC countnes Indian imports from th1s group have |
reglstered the highest 1nstab1hty during the entire study period in terms of both
absolute value and in percentage share This is mamly due to imports from the

A 'countmes such as Iraq, Tran and Indonesia. “4Th15 may be p0551b1e due to
- political 1nstab111ty Similar,- trend m import: mstab111ty is w1tnessed ‘when the
analysxs is done for the post-reform and post‘adjustment penod 1n terms of -‘

'both absolute value and percentage share.’S -

The "a\n’alysis fir developing’ countries reveals‘th‘at with in this group-

Indian impotts are more stable from eub~gr01i§ Asfa as cofnpafed to Africa and

' Latm America durmg entlre study penod in both absolute value and’
-percentage share. 1T his is mamly due to stable 1mports from countnes such as -

Singapore, S.korea and Hong Kong.

K During posf«feform period also the imports from Asia héve. shown

more -stability as compared to a_li other sub:—gmuf)s, not only this, instability

- ' Mainly from the countries such as Belglum (26 09), Germany 25 00) and Italy (21 98)
during post-reform period and France (29 78) Germany (28 60) and Italy (22 87) durmg
+ adjustment period..

1 The higher import mstablhty 1s md1cated by countrles such as Indonesm (134 90), Iran
- (1259.18) and Kuwait (142. 87) i in absolute value and Indonesm (123.67), Iran (1 36 6’?) Iraq
(1272.44) and Kuwait (134.89) in percentage share.
115 The imports from Iraq have shown the highest mstabxhty as. compared to any other country
.. within the OPEC group and in the entire analysis, during post-reform, post—adjustment and
entire study period both in absolute value and in percentage share.
18 Import instability index for Asia éstimated as 14.90 as compared to Afnca (35.23). and
Latin America (35.79) in absolute value and Asia (10. 90), Africa (35, 8 1) and Latm Amenca
(33. 26) in percentage share during entxre penod
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_ has also indicated a declining trend both in terms of absolute value as well as
" in percentage share.
7:2..c. Growth and Instability:

R After having. examined the imports growth and imports instability
separately. It is now necessary to relate the two, so as to identify the best
possibility of lower imports» with stability. This possibility is required to
achieve the objective -of self—rehance or self—sufficiency This is compatible'

with India’s development strategy

As mentioned earlier that iinports from OECD group constitute the

highest percentage share. The import from this group has registei‘ecl a low

A instability during the entire study period under consideration (both in absolute
value and ‘in percentage share). In fact, the import instability index, for this .
group is lowest among all groups of countries during all the sub-vperiods in

: bot‘h ahsolute value and percentage share (See, Table 7.3). At the same time
the 1mports from this has also indicated lower growth during both post~reform

. and post-adjustment period in absolute value and percentage share.

-However, a comparison between adjustment period and post-
adjustment period reveals that this lower imports growth is associated with
higher instability. Thus, this group indicates the possibility of higher.imports
growth along with higher instability. Similarly, imports from OPEC group and .
Developing group also exhibit the possibility where lower import growth is
associated with higher instability."”

It is the imports from the Eastern Europe that has indicated the most
favoured possibility of lower growth and lower instability. However, it should
also be noted that this group constitute a very small share of Indian imports.”
Othef countries that have shOwn the similar patteérn includes imports from -
Netherlands US.A,J apan, Indonesia, Thailand and Sudan. Together this
constitutes about 19% of India s total 1mports

"7 This kind of pattern of Indian imports is shown by the countries such as Germany, Italy,
UK, Sw1tzerland Kuwait, S.Arabia, Bangladesh, Bhutan etc.
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From the above analysis,it is evident that total imports have recorded a
rising trend during post-reform period (i.e. imports growth increased from
12.42% in pre-reform period to 18.78% during post-reform period) indicating

that the economy has become more open. This is mainly due to the sourcing of

» imports from developing countries rather than OECD that has the highest

share in our total imports.''® Further the analysis of imports during adjustment

and post-adjustment period shows deterioration during post—ad;ustment pcrxod
This ‘because the imports from- all the four groups of countries have declined.
From thls,'xt can be asserted that during the latter part of the reforms demand

for imported items and goods has decreased.

The instability analysis shows t_hat the imparts.from the OECD group K
are more stable as compared to any other 'grdup;'during the entire study period’

as well as during all the sub¥period in both absolute terms and in percentage

- share. However, a comparative study of sub-period reveals a rising trend in the

7.3

import instability of all the groups during post-reform period and post-
adjustment period exéept Eastern Europe -during post-adjustment period. This
is mainly due to imports from Romania and C.LS '(Russia). The grdwth and .
instability relationship during 'post~adjustﬁléntvperiod also exhibits that it-is the
imports from Eastern : Europe, Which 'r_égiétered best possibility of lower

growth with lower instability trend.

COMMODITY WISE: IMPORT GROWTH AND INSTABILITY

In the forgoing section, we examined pattem and behavior of ’IndianAimpons :

- from " various countnes In this section, the pattem of principal commod1t1es 18

exammed

7.3. 'a. Import Growth:

Since, large number of commodities constitutes the import basket of

India, it will be appropriate to discuss the growth analysis by dividing the

. usi Indicating a structural change in the sourcing of our imports.
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' commod:tles group wise: On the basis of percentage share the growth trend
119

' has been analysed in terms Non~bulk tmports and Bulk imports.
Since the share of this group in.the total imports is highest (53.48 %j as

compared to other group natnely Bulk imports (44.01%) during the entire
pe‘riod under consideration as well as during the sub-periods (see table 7.4):
::ATherefore,:_the analysis. begins from irnoorts of non-bulk commodities. This

- ‘in‘cludes mainly Capital goods and’ Export' related items, which constitute
“nearly 42% and 25% of imports of non—bulk commodrttes It also includes
~other 1tems that accounted nearly 33% of Non—bulk commodmes 120 Durmg
L the post—reform and post-adjustment penod also imports of these commodrtxes
" have shown higher percentage share as- compared to pre-reform and

; ‘ adJustment perlod

Further the analysis in terms of absolute -value- also 1ndtcates that =

- ‘1mports of Non—bulk imports grew at a faster rate than that of any other. group’
:durmg the study period. as well as durlng post-reform pertod 12 However a
o A‘dechne 1n the imports growth is visible when 1mport growth durrng post-
| :reform and post—adjustment period is compared wrth the pre-reform and
'_adjustment penod 122 This is mainly due to decline in the imports of both
Caprtal good and Export related items. Imports of Caprtal goods declined from

| '19 01% in pre~reform period to 18. 43% durmg post—reform period and further
: :.;','from 34. 95% adjustment period to 19 98% in post-adjustment period. 12 The
"imports of Export related itemns declined: from 32.71% i in pre-reform period to
16.18% dunng post-reform period and from 16. 17% in adjustment period to
1}4.75% in‘f)osbadjustment period. This mainly includes Pearls, precious and

“ta
1

1 Thls d1v1sxon is based on the statistics provtded by RBI

* 12 This'includes mamly Atrtificial resins and plastic rnaterrals ete.(1. 92%) Professmnal
 scientific controlhng instruments, photographtc optical ‘goods, (1.95), Coal cokeand
briquettes etc.(1.90%) and Chemical materials and products'(1.63%).

e Non-bulk tmports :grew at a rate of 20.10% while Bulk imports grew at a rate of 15 80%
during the study penod Similarly, Non-bulk registered a growth of 18.96% and Bulk 1mports
registered a growth of 18.73% during the post-reform period:

2 Noti-bulk imports declined from 22.20% in pre-reform period to 18.43% during post-
reform period and from 34.95% in adjustment period to 19.98% during adjustment period.
' With in the Capttal goods it is the import of Electrical machinery, which has declined
during post-reform'period and imiports of manufactures of metals, machinery, and transport
equrprnents declined during post—adjustment perrod :
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semi-precious stones, Organic & inorganic chemicals and Cashew nuts during
post-reform period and Organic & inorganic cheémicals, Textile yarn, fabrics,

.made-up etc and Cashew nuts during post-adjustment period.

~ ‘Growth in terms of percentage share alsé reveals the higher imports of -
‘N0-n~bu1k imports than 'Bulk imports during entire period as well as during
post-reform period. ThlS is mainly due to the higher imports of Electrical
equipments, Transport equipment and Textile yarn, fabrics, made-up etc.
dﬁringpost«refo:m period. But a comparison between preizéform"ahd post-
reform énd further between adjﬁstmcnt and fos&adjuétment period shows a
declining trend in the import growth. - Not oﬁly had thié, during post-.
adjustrhexit pexiiod the import of Non—bulk goods recorded a hegativc growth (-
0.81%).1* | | |

The share of Bulk imports in the total Indian import is 44.01%. This
mainly includes Petroleum and crude products, which constitute 59% of this"
~ group and about 25.82% of the total impbrts during the study period. Impoi’ts '
in absolute value also grew at a»ra‘t:e of 18.73% during post-reform period as
compared to 5.96% in- pre~reform p'eriod. This is due to the highér import
growth registcred Ey all the commodities in this group as compared to pre-
reform period the only exception were the imports of Fertilisers, Crude rubber
and Metalliferrous ores that recorded a lower imports grbwth. However,
imports recorded lower growth. However, v:imports recorded lower growth
during post-adqutment. This is dﬁ_e to the fall in the domestic deir'ﬁanél of all
the commodities related to bulk imports (this includes Bulk consumption good
sﬁch as Ceréals, Edible oil, _Pulses etc) except Petroleum, crude \ and
Metalliferr’ous. ores,’ meial scarp etc.‘zs But "an anaiysis of imports in
percéntage share shows an increasing trend 6f imports of Bulk goods during

post-reform as well as post-adjustment period. This is mainly due to the higher

% Imports of all the goods either have shown lower growth or negative growth this includes
goods such as Manufacture of metals (0.36%), Machinery (-2.14%), Project goods (-21.84%),
. Pearls (-4.15%), Organic and inorganic chemicals (-4.37%), Textile (4.07%) and Cashew nuts
- (-6.95%). All items included in sub-group, others also registered low and negative growth.
~ " Imports of petroleum and crude increased from 14.85% in adjustment period to 23.74%
during post-adjustment period while imports of Metalliferrous ores, metal scarp etc increased
from 20.95% in adjustment period to 25.85% in post-adjustment period (absolute value).
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1mports of Petroleum, crude durlng post-reform perlod and in post—adjustment
4.126 . :

perioc

The overall analysis of growth exhibits lower consumption of Non-
bulk items as compared to Bulk ifnpofts during post-adjustment period in
percentage share. This indicates: growing, trend of Bulk~irnpo‘rts mainly

petroleum towards the latter part of the reforms.

7.3. b. Import Instability:

Instability index of different commodities imported by India is
estimated both in terms of absolute value as well as in percentage share. It is

‘ presented in the table 8.5."

Instablhty index for the Non-bulk 1mports have shown lower mstablhty'
index of 9.43 as cornpared to0.17.20 index of Bulk-imports durlng the entlre.
study period in absolute value. During post-reform and post- ad]ustment period
also the instability index for Non—bulk 1mports have registered lower value of
index as compared to Bulk-lmports both in absolute value and in percentage
share (See Table 7. 5). This shows that 1mport of Non—bulk nnports are more
~ stable than the Bulk-imports. '

Fuxther, a comparative analysis of instability index between different
periods reveals that import of Non-bulk irnp‘erts was more stable during post-
reform period (8.97) as compared to pre-reforni period '(10.26)_ in:absolute.
value -as well as in pefCentage share. Heré. instability index declined from -

- 27. 73 in pte-reform period to 6. 07 durmg post~reform perlod This is- mainly
due to the decline in the 1nstab1hty 1ndex of all the commod;ttles such as '
Manufactures of metals, Machmery, Textile yarn Cashew nuts; professmnal'

scientific controlling 1nstruments, photographic optical goods, Coal-, coke and

" 12 Imports of petroleum and érude mcreased from 11.29% in pre-reform period to 1.54%
during post-reform period. During the reform period imports of petroleum and crude’
increased from -8.14% in adjustment period to 3.93% during post-adjustment pemod while
imports of Metalliferrous ores, metal scarp ete 1ncreased from -3.26% in adjustment perxod to

- 5.69% in post—adjustment penod :
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. briquettes, Medicinal and pharmaceutrcals products ‘Chemical materrals 127

o But w1th in the reform period the unport instability has increased in absolute

.value as:well as also in percentage -share. That is from 4. 65 in adjustment
- period to 8.66 durmg post-adjustment period in absolute value and from 3.79
in ad’justment”period to 6.71 during post-adjustment period in percentage
share. This shows that our demand became'more volatile towards the latter
part of the reforms. This 1ncludes commodltres such as Machmery, Transport."
| equrpment Cashew nuts, Coal. and coke,. Medrcmal and pharmaceutrcal :
o ’products and Chemical materrals 128Amongst all the commodities of Non-bulk

import as well as Bulk 1mports it is the 1mports of Manufactures of metals that.
‘has recorded the lowest index during the post -reform and post- adjustment

period in absolute value as well as in percentage share. .
Similar kind of beha‘viour is exhibited by the imports of Bulk imports )
Here also 1mports were stable durmg the post reform period as compared to

the- pre—reform perlod both i in terms of absolutes value as well ag in terms of

o percentage share But Wrth in the reform penod the unports exhibited hrcher

1nstab111ty durmg post- adJustment ‘period. 129 . This is mamly due to Petroleum
products, edrble oil, pulses, sugar Fertrhzer non-ferrous metals 1ron and
'steel 130 All these together constitute about 35% the total imports. The table
' further shows that unlike the commonly held belief the rmports of Petroleum
prodiicts are not responsrble for the higher 1nstab1l1ty dunng post- ad;ustment

perlod ThlS is because 1mports of Bulk—consumptron goods have registered

. high 1nstab1hty as. compared to Petroleum goods in absolute value as well as in

‘percentage share in all the sub—penods Therefore by regulaurlg the

A consumptlonlas well as produ,ctlon of these goods, imports instability can be

PRI

Ry . All these together accounted about 21% of the total 1mports \ ~
: However, Transport equipment registered lower 1nstab1hty index but has hlgh 1nstab1hty
.- arhong the commodxtres (See, Appendlx Table A,22 and A 23). All these together accouinted
" for 15% of the tota.l 1mports
. Instability‘index increased from 11 551 in adjustment period to 17.45 in post~adjustment
_ pertod in absolute value and from 5.38 in adjustment period to 11.63 during post~ad3ustment
period in percentage share.
% Amongst all the commodities it is sugar that has recorded the hrghest instability during
entire period and duiring all the sub-period in both absolute values as well as in percentage
’ 'share(See Appendtx Table A.22 and A 23) '
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reduced to larger extent. Since growth and instability cannot be viewed

separately. Therefore, it callls t”or a relationship between hot_h.

7.3. c. Growth and Instability:

As noted earlier that amongst-all the four it is the possibility of lower
imports growth and lower 1nstabt11ty, which is favorable for a developmg '

country like India if the aim is to achieve self-rchance

, The commodity group wise percentage share of imports growth and
instability is presented in table 7.6. The Bulk imports showsa negative ‘but
: ‘hlgher 1mport growth but with'a 1mprovement in the falhng tendency in the

instabxhty mdex durmg post—reform mdmatmg possxbﬂxty of xncreasmg

unports growth with a decreasmg 1nstab111ty in 1mports

On the other hand imports of Non—bulk 'imports that constitute the
highest share (60.23%) have exh1b1ted the p0531b111ty of lower imports growth
along w1th lower mstabLhty during post-reform period. Thus the group that
-_exhibits the largest share of imports also shows the lower 1nstab111ty The
commodities _such' a Cereals, ’ Fert1hzers Non—ferrous ,Crude rubber,
Metalliferrous ores, Metal scrap; Pearls; Cashew nuts, - Artificial ‘resins Aand
plastic materials, Coal, coke and briquettes énd Medicfinal, : phamtaceuti(;al
products also indicated the similar pattern or behavior of imports. Rest all the
commodmes falls in the remammg other unfavorab}e possxbxhtles

But to know the real 1mpact of external sector reforrns it 1s necessary
- to take mto account the post-adjustment penod rather than post-reform period
. only If thlS is done, then the imports of the COIl’lIIlOdlthS such as N’on ferrous )
' _paper, paperboards manufactures including newsprints, Crude rubber .
including synthetic and reclaimed, Manufactutes of metals, Transport
,requipments,» and Textile yarns falls in the fajvorohle possjibillity. Rest all other

commodities have exhibited the other possibilities.

The above analysis reveals that it is the imports of Bulk imports that
‘have witnessed higher growth than the Non-bulk goods during post-
- adjustment period in both the absolute value as well as in percentage share.

This is mainly due to the import_s of Petroleum and crude towards the latter
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part of the reforms Sumlarly, the mstab1hty index for the Bulk 1mports ‘have

shown the higher and nsmg trend as compared to Non bulk zmports during

- post—adjustment period. Among the Bulk imports, it is the n'nports of Bulk

consumptwn items such as Cereals, Pulses, Edible 011 Fernhzers Non—ferrous ’

metals, Transport eqmpment Cashew nuts, that are respons;ble for. thxs kmd of" :

. trend rather than the Petroleum and crude

o But if we consider t'he,r',elatioosﬁip between the growth and instability

than it reveals that it is the impofts of Bulk consumptiori goods as well as

Capital goods-that have'registered the best‘possibility of lower growth and
lower 1nstab1hty during post-adjustment pemod Thus with passage of time,

1mports of Bulk consumptmn goods has become more stable.

‘CON CLUSION

o In thls chapter we have exammed the behavxour and the pattem of Indian

1mports durmg post reform based on the. analys1s the followmg are the conclusions:

7.4. a. Gr;owth Analysis: The total importsf grew at a rate of 17.73 %during
the study period. This is mainly due to higﬁef imports from the Developing
countries (21.02%) rather thari OECD (16.12%), which is one of the main

.soorces of ourji imports. Similarly, 'it'i's_impoifts “offNo,n—bulk imports (20.53%)

| - that grew fas_ter thém the Bulk imports (15;80%).’Duringvpost—reform period

also imports have shown the rising trend. Here aléo imports from developing
countries and unports of Non-bulk imports reg1stered higher growth than any

other group ! However, during post-adjustment penod the- xmports from all

~ the country and commodity group- regxstered a dechmng trend. This is due to

the result of.global slow down.

. 14.b. Iﬁétability AnalySiS >The imports from OECD group"sho“ws loweét

mstablhty (most stable), while it is the 1mports from the OPEC countnes that
registered the highest mstab1hty durmg the study perlod and sub -period in

3! This is due to the imports from, Othet Asian developing countries, which include countries
such as China, Hong Kong, South Korea Smgapore and Thailand, and imports of. Capltal
~ goods and Export related itemis.
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' both absolute value as well as in percentage share.'”” Similarly, it is the -
imports of Bulk imports that haVe recorded the higher instability as compared
to Non-bulk imports .during study per‘iod'and also during sub—perio,d in both
absolute values as well as in percentage share. This is due to the imports of

Bulk consumption imports rather than Petroleum and crude.

7.4. c. Growth and Instability: The relationship between the growth and
instability shows that during post-adjustment period it is' the. impoi'ts from
Eastem Europe that has md1cated the best p0531b1hty of lower growth and -
lower mstab1hty Slrmlarly, it is the imports of commodltles such as Non~'
ferrous, Paper and paper board, Crude rubber, Manufacture of metals,
trainsport equipmenis, Textile yarn that has shown the best possibility.

Thus in terms of policy implication, the above analysis points to
enhance the domestic production of cofnmodities such as Cereals, Sugar,
Edible oil, Pulses, Cashew nuts, Coal and coke, Fertilisers, Iron and steel,
Medicinal and pharmaceuucals Chermcal matemals in order to reduce the
import instability. An appropriate agricultural and industrial policy may be
adopted for this. The establishments of the new refineries and by increasing
the reﬁning capacities of the existing refining plants may further reduce the
instability. ‘ |

In the earlier chapters, we have exarmned the growth and instability of
Ind1a s foreign trade in the light of external sector reforms One of the

: objective of these reforms is to.unprove India’s terms of trade v1s-a—vls<other

countries. This is taken up in the next chapter.

- 32 This includes imports from Iran, Iraq and Indonesia.
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TABLE 7.1

- INDIAN IMPORTS: AVERAGE PERCENT SHARE AND GROWTH RATE' -
o (GROUP AND COUNTRY WISE) '

198081

Continue... -

134

' 1980-81 | 1991-92 to 2006-
Group and to - 07 - to
‘ : : - 11991-92 | 1996-97 <
Country wise | 1990-91 | to - to Overall | 2006-07
' 1995-96 | 2006-07 B
I. | OECD o o ;
Avg % share 53.95 54.04 | 4178 | 45.61 49.01
CGR absolute value | 15.75% | 23.10% | 14.41 | 14.79 | 16.12%
CGR % share 2.96% -1.54 | -391 | 3.43% | -1.46*
A. | European.U o ' ) :
| Avg % share 2770 | 2842 | 19.64 | 2239 | 24.55
| CGR absolute value | 17.46% | 21.77 | ~2.19 | 8.42%* | 13.98*
.| CGR % share. 448 | 2.60 | -1471 | -879% | -3.28*
{.B. | North America : ' o
Avg % share 12.71 11.72 8.11 9.23 10.65
CGR absolute value | 11.76% | 24.22* | 15.17 | 14.03 | 14.69*
CGR % share -0.59 -0.64 327 | -4.07% | -4.83% |
C. | Asia & Oceania o " :
Avg % share 1068 | 10.17 | 706 |. 8.03 9.11 -
CGR absolute value. | .16.91* | 23.33* | 14.02 | 13.59 | 1521%
CGR % share 3.99% -1.36 | -424 | -443% | -224%
. | O.P.E.C '
Avg % share 16.65 | 21.17 | 1485 | 16.83 16.72
CGR absolute value | 13.30%* | 26.04 1041 10.78 15.92%
. CGR % share 0.78 0.81 727 | -6.80 -1.63
II1. | Eastern Europe ' ‘ .
Avg % share 1001 | 3.60 221 | 264 5.64
‘| CGR absolute value | 7.26% | 25.80%* | 18.61 | 14.43%*| 835%
CGR % share -4.59% 0.62 -0.39 373 | -8.08*




TABLE 7.1

INDIAN IMPORTS AVERAGE PERCEN T SHARE AND GROWTH RATE
(GROUP AND COUNTRY WISE)

1980-81

Source: Compiled from Appendix Table A.‘l 6, A.19 and A.ZS.

(*): Significant at the 1 percent level, (**):‘ Significant at the 5 percent level.
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\ 1980-81 - 1991-92 to 2006-‘
Group and to 07 to
: . ' © ] 1991-92 | 1996-97 | _ :
Country wise 1990-91 to - to .~ | Overall | 2006-07 |
N ' 1995-96 | 2006-07 | - - '
| IV. | Developing Co . BRI B 1 .
Avg % share 1678 | 2118 | 2581 | 2437 | 21.27
CGR absolute value 15.64* | 29.10% 2127 - | 21.59% 21.02*
CGR % share 2.86% |. 326 | 185 | 229 | 2.69*

A. |ASIA | B :

: Avg % share 11.96 16.01 19.55 | 1845 | 15.80
CGR absolute value 15.48* | 31.85% 22:34. | 22.02% 21.48*
CGR % share 2.772% | .5.46%F | 275 . 2.66 3.08%

B. { AFRICA- o _

| Avg % share 255 | 339 | 452 471 . 3.51
CGR absolute value 20.40*% | 17.39%*% | 15.58 |..20.1 21.94%
CGR % share - 7.10% -6.11 293 | 1.03%* | 3.47*

C. | Latin American
Avg % share 224 1.77 1.79 179 1.97
CGR absolute value 12.19% 28.96% 24.2 20.86* 16.70*
CGR % share -0.20 315 | 431 | 168 | -097




‘TABLE 7.2

INDIAN IMORTS: INSTABILITY INDEX

(GROUP AND COUNT‘RY WISE)

L '1980-81 - 1980-81
Group and - to 1991-92 to 2006-07 to .
199192 | 1996-97 B |
Country wise 199091 | - to to Overall | 2006-07
' 1995-96 | 2006-07
I. | OECD ' .
: Absolute value 8.35 10.02 10.87 . | 11.18 -| 10.23
Percentage Share 7.81 - 4.84 690 | 6.26 ©7.25
A. | European.U » o
‘ Absolute value 6.80 17.10 " 89.53 72.74 5273
Percentage Share | 8.55 12.06 92.67 | 73.69 54.60
B. | North America _ B '
Absolute value 18.94 - 10.99 13.84 114.03 16.46
Percentage Share | 12.43 9.51 1042 | 10.25 11.25
1 C. | Asia & Oceania A o '
Absolute value 17.65- | 970 18.49 | 16.41 16.79
Percentage Share | 18.57 - 7.42 1448 | 1240 17.81
1I. | O.P.E.C : . o
‘ Absolute value 91.79 10.13 | 108.78 | 83.03 84.41
Percentage Share | 9123 | 6.5 | 99.53 | 76.32 80.80
IIL. | Eastern Europe | - T '
Absolute value 2248 51.10 19.21 33.67 30.85
Percentage Share | 21.19 51.63 13.08 | 3023 27.77
IV. | Developing Co :
Absolute value 1509 | .12.74 18.12 - | 16.61 16.25
| Percentage Share | = 12.60 13.82 14.25 1378 | 1321
JA. | ASIA - L ‘ '
| Abselute value 15.85 6.14 1506 | 1356 | 1490
- | Percentage Share | 13.45 6.74 1032 | 936 | 1095
'B. | AFRICA B h ’ ‘ S
' Absolute value | 34.92 | 32.96 3434 | 3270 35.23
Percentage Share 35.52 32.15 33.14 | 32.10 35.81
| C. | Latin American ’ A
Countries 4
Absolute value |- 29.72 59.49 29.89 | 3880 | 3579
| Percentage Share | 26.08 63.43 25.87 | 37.95 33.26

Source: Compiled from Appendix Table A.17 and A.18.
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"TABLE 7.3

INSTABILITY INDEX, GROWTH RATE AND AVERAGE (% SHARE)
R (GROUP AND COUNTRY WISE)

137

A 1980-81 | 1980-81
Group and to - 1991-92 to 2006-07 . to
| ' - [ 1991-92 | 1996-97 o
“Country wise | 1990-91 | .- to | to Overall | 2006-07
, : ' -1 1995-96 | 2006-07 | |
|L | OECD ' B
Instability.I % share | 7.81 4.84 690 | 6.26 7:25
CGR % share 2.96% -1.54 3.91 .| -343% | -1.46%
Avg % share 53.95 54.04 41.78 | 45.61 49.01
A. | European.U , ‘ , A :
Instability.I % share | 8.55 | 12.06 | 9267 | 73.69 | 54.60 .
CGR % share 4.48 2.60 | -1471 | -8.79% | -3.28%
1 - | Avg % share 2770 | 28.42 19.64 | 2239 | 2455
{ B. | North America , : o
Instability.I % share | 12.43 9.51 10.42 10.25 11.25
CGR % share 059 | -0.64 | -327 | -407* | -4.83*
Avg % share 12.71 11.72 8.11 9.23 10.65
C. | Asia & Oceania ' :
Instability.I % share | 18.57 7.42 1448 | 1240 | 17.81
CGR % share | 3.99% -1.36 -4.24 -4.43% 1 2.24%.
~ Avg % share 10.68 | 10.17 706 | 803 | 911
| I | O.P.EC : _ | , '
|| Instability.Y % share | 91.23- | 6.15 | 99.53 | 7632 | 80:80
CGR % share 0.78 | 0.81 127 | -6.80 -1.63
Avg % share . 1665 | 21.17 14.85 | 16.83 16.72
IIT | Eastern Europe ' o
Instability.I % share | 21.19 | 51.63 13.08 | 3023 | 27.77
CGR % share -4.59%% | 0.62 | -0.39 3.73 | -8.08*
Avg % share 10.01 3.60 - 2.21 2.64 - 5.64
Con_tinue...'




TABLE 7. 3

_ INSTABILITY INDEX GROWTH RATE AND AVERAGE (% SHARE)
(GROUP AND COUNTRY WISE)

. 1980-81 1980-81
Group and to 1991~92 to 2006-07 to
: 1991-92 | 1996-97
Country wise 1990-91 to to . | Overall | 2006-07
4 ' 1995-96 | 2006-07 ‘
. | Developing Co ' ‘

| Instability.I % share | 12.60° | 13.82 | 14.25 13.78 1321
‘CGR % share 2.86* 326 | 185 | 229 2.69%
"Avg % share 1678 | 2118 | 2581 | 24.37 | 21.27
ASIA ; :
Instability.I % share | 13.45 6.74 1032 | 936 | 1095
CGR % share 2.72% | 546%% | 275 2.66 3.08*
Avg % share 1196 | 1601 | 1955 | 1845 15.80
AFRICA e - '
Instability. % share | 35.52 | 32.15 | 33.14 | 32.10 | :35.81
CGR % share 7.10% 611 | 293 | 1.03%k | 347%
Avg % share 2.55 3.39 4.52 471 3.51
Latin American '
Countries
Instability.I % share | 26.08 | 63.43 | 2587 | 37.95 | 33.26
CGR % share -0.20 3.15 431 1.68 -0.97
Avg % share 2.24 1.77 179 | 179 1.97

Source Compiled from Appenchx Table A.16, A.18 and A. 20
’ (*) Slgmﬁcant at the 1 percent level, (¥*): Slgmﬁcant at the 5 percent level.
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TABLE 7.4

- INDIAN IMPORTS AVERAGE PERCENT SHARE AND GROWTH RATE
(GROUP AND COMNIODITY WISE)

‘ “Group and 1980-81° 1980-81
- Commodities to 199_1-92 to 2006-07 - to
. 1991-92 | 1996-97 _ :
1990-91 to to Overall | 2006-07
' 1995-96 | 2006-07
Bulk imports .
Avg % share 50.16 41.17 39.14 39.77 44.01
CGR absolufe value 5.96%* 20.67* 20.62 18.73* 15.80%*
CGR % share ) -8.12% -3.49 1.31%* 0.11% | . -1.64 -
Petroleum, crude ’
.| products- : - Co N
"Avg % share 2643 | 2407 | 2600 | 2540 | 2582 .
| CGR absolute value - 230 14.85%* | 2374 20.70* 17.31%
CGR % share -11.29% -8.14 3.93%* 1.54% -0.35
Bulk Consumption
goods
Avg % share 7.07 2.35 3.56 3.18 | 477
CGR absolute value 035 | 49.50% | 12.25% | 21.52% | :12.55%
"CGR % share -13.59% | 19.66%* | -5.73%+ | 223*% | .44
. | Other bulk items ' o |
, Avg % share 16.66 "14.74 9.58 11.19 1342
-CGR absolute value - 13.30% | 26.07%* 16.57 13.84 13.94*
CGR % share ‘ -1.75 ] 0.84 -2.1 -4.23 -3.22
Non-bulk imports ' ,
'Avg % share 43.66 | 5883 | 60.86 | 6023 | 5348
CGR absolute value 22.20% 28.23*% | 18.10%* | 18.96%* | 20.53%
CGR % share 5.96* 2.56 -0.81%* | 0.08* | 2.38%
\. | Capital goods : ' 4 S
| Avg % sharé 2146 | 24.82 | 2238 | 2314 | 2246
CGR absolute value - 19.01* | 34.95% 19.98 18.43 18.53%*
CGR'% share 32 | T.94%% 0.77 -0.37 -1 0.68
Mainly export
related items ,
Avg % share 9.55 17.13 1546 | 1598 13.36
CGR absolute value 32.71* 16.17* 14.75 16.18% | 22.46% |
CGR % share 15.07% | -7.08%% | -3.63 | -2.26% | 4.02% |
Others 4 (IR ‘ - ‘
Avg'% share 12.65 |- .16.88 23.02 21.10 | 17.66
CGR absolute value | 20.16* | 31.15% | 18.45%* | 21.81 | 22.06*
CGR % share 4.19%% 4.9 -0.51 2.48 - 3.68%

Source: Compiled from Appendix Table A.21, A.24 and A.25.
-(*): Significant at the 1% level, (**): Significant at the 5% level.
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TABLE 7.5

INDIAN IMPORTS: INSTABILITY INDEX

Sourcé: Compiled from Appendix Table A.22 and A.23.
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_(GROUP AND COMMODITY WISE) _
B Group and 1980-81 S 1980-81
-Commodities to- | 1991-92 to 2006-07 to
o : - | 1991-92 | 199697 | o
1990-91 to . to Overall | 2006-07
1995-96 | 2006-07 ’

1. | Bulk imports : ,
Absolute value 17.78 - | 11.55 17.45 15.39 17.20
Percentage Share 16.69 | .5.38 11.63 | 10.18 18.68
Petroleum, crude - '

| A. | products

| Absolute value 33.06 |- 13.03 28.74 24.60 28.55
Percentage Share 23.64 7.09 24.65 21.68 27.84
Bulk Consumption ' A

B. | goods ‘ .
Absolute value 37.25 91.83 35.64 54.00 50.71
Percentage Share 44.88 90.53 38.02 54.24 51.53

C. | Other bulk items - _ o

' Absolute value 18.85 1495 | 276 2237 21.28
.| - ..| Percentage Share 27.30 10.24 17.01 | 15.73 2291 |
| IL | Non-bulk imports o o S
| | Absolute value 10.26 4.65 8.66 897 | 1530
| Percentage Share 27.73 3.79 671 | -6.07 | 2131
~| A. | Capital goods . '
| Absolute value 14.42 8.84 15.18 | 15.31 15.00
Percentage Share - 28.75 12.51 11.76 12.41 22.19
Mainly export related -

B. | items v L s
Absolute value 26.33 13.34 11.87 12.18 | 19.57
Percentage Share 43.19 10.10 | 1178 11.60 32.82

C. | Others o
Absolute value . 14.94 12.83 1499 | 1518 14.93
Percentage Share 26.88 10.58 1596 | 14.37 23.37




 TABLE 7.6

o , INSTABIL‘ITY INDEX, GROWTH RATE AND AVERAGE (% SHARE)
' (GROUP AND COMMODITY WISE)

‘ 1980-81. : -1980-81
Group and Commodities | = to 1991-92 to 2006-07 - to
1991-92 | 1996-97 | - S
1990-91 | to to Overall | 2006-07
. 1995-96 | 2006-07 ' B
L. | Bulk imports : : ‘ :
| Instability. I % share 16.69  |5.38 11.63 10.18 | 18.68
CGR % share -8.12% -3.49 131 1 -0.11* | -1.64.
| Avg % share. 50.16 41.17 39.14 39.77 | 44.01
| A. | Petroleum, crude products |
Instability. I % share 23.64 7.09 24.65 21.68 27.84
CGR % share . -11.29% | -8.14 3.93%% | 1.54% | -0.35
Avg % share 12643 24.07 26.00 2540 |25.82 -
| B. | Bulk Consumption goods | - B A " :
Instability. I % share 44.88 - | 90.53 38.02 |5424 | 5153
CGR % share -13.59% . | 19.66%* | -5.73%* |223% |-4.4
Avg % share 17.07 235 1356 318  |477
C. | Other bulk items S - ,v
| | Instability. I % share 2730|1024 [ 1701 [1573 |2291
CGR % share -1.75 0.84 -2.1 -4.23 -3.22
' Avg % share 16.66 1474 | 9.58 11.19 | 1342
II. | Non-bulk imports ‘ . l
' Instability. I % share 2773 | 3.79 6.71 6.07 121.31
| CGR % share 5.96%. 2.56 -0.81%*% | 0.08% * | 2.38%
| Avg % share 43.66 - |58.83 60.86 60.23 = | 5348
- A. | Capital goods - o '
Instability. 1% share | 28.75 . | 12.51 11.76 1241 |22.19
CGR % share 3.2 7.94%*% | 0.77 2037 | 068
- Avg % share 21.46 24.82 22.38 23.14 | 2246
Mainly export related
B. | items
Instability. I % share 43.19 | 10.10 11.78 11.60 32.82 -
| CGR % share 15.07% | -7.08%* | :3.63 -2.26% | 4.02%
Avg % share 1955 .| 17.13 15.46 1598 | 13.36
C.’| Others o N SRR
Instability. I % share . | 26.88 10.58 15.96 1437 | 23.37
.CGR % share 4.19%% | 4.9 -0.51 248 | 3.68%
Avg % share 1265 |1688 |23.02 2110 |17.66

Source: Compiled -from Appendix Table A.21, A.23 and A.25.
- (*): Significant at the 1% level, (**): Significant at the 5% level.
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