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ABSTRACT

Foreign trade has played an increasingly importargle in India’s economic growth since
independence. The present research paper is amaptteto evaluate India’s composition of foreign
trade during the period from 1970-71 to 2010-11.dia’s composition of foreign trade has
undergone major changes after independence. Indiggeonomy in its earlier phase was
agricultural economy so the majority of the exportscluded mainly agricultural related products
like tea, tobacco, spices, cotton textiles and othhaw materials etc. However with the
industrialization of the economy, compositions okport have undergone changes. India now
exports items such as engineering goods, chemieald petroleum products. As far as imports are
concerned, India’s major requirement used to be fbatems and capital goods. With rapid
industrialization, the composition of India’s impds goods changed and petroleum products and
mainly export related items were required to meet developmental needs of our country. So in
the present research study, an attempt has been en&ml examine the change in India’s
composition of foreign trade during post-liberalisan period (1990-91 to 2010-11) as compared
to post-liberalisation period (1970-71 to 1990-91).

1. Introduction

India has a long history of trade relations witte trest of the world. India’s trade is
concerned with variety of goods since the tradatiis were established with the rest of the world.
The composition of foreign trades is concerned Wibkth the import of goods as well as export of
goods.

The majority of the exports at the timemafependence included mainly agricultural related
products like tea, tobacco, spices, cotton textles other raw materials etc., while, Indian imgor
were dominated by import of food items, capital d@®aron & steel and non-ferrous metal till end of
the seventies, however, since the eighties, botinolpam products and capital goods have
dominated in Indian imports. With increased paténdustrialization, the Indian export sector has
undergone a dynamic change as the proportion ofufaatured goods in exports has increased
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while that of raw materials has decreasHte Indian export composition has further changedes
the trade liberalisation reforms were initiated @nd/hich various trade promoting measures have
been undertaken.

In the light of above background, this paper sdekexamine the trends in composition of
India’s exports and imports during the period frb&v0-71 to 2010-11.

2. Methodology and Techniques of Analysis

The analysis of this paper is based on the dateerning to the composition of trade which
includes composition of exports as well as ImpoAs: this purpose, the data are collected from
Handbook of Statistics on Indian Economy, RBI foe period 1970-71 to 2010-11. For examining
the growth trend, a period corresponding to ergeggod as well as pre and post reform period has
been considered.
The log-linear regression model has been used timae the annual compound growth rate
(ACGR).

InXi=a+ [+ u -- (1)

Here annual compaund growth rate = (e&{d.) *100

3. Trends in Export Composition

This section analyses the broad trends of conmiposdf India’s exports during 1970-71,
1980-81, 1990-91, 2000-2001 and 2010-11. The contgwade composition of exports is analysed
at two levels: at an aggregate and disaggrega¢d l&vvaggregate, the commodities are grouped into
three major categoriess primary products, manufactured preducts and patrol products. Further
all the remaining commaodities with a very minimatlividual percentage. in the total exports are
grouped under the head of others. At a more disggded level, each category of aggregate level
are further categorised into sub groups. Accorgintle primary products are sub-divided into two
subcategories as - agricultural & allied produats ares & minerals, whereas the manufactured
products are divided into seven sub-categories.

3.1 Export Analysis at Aggregate Level

The table 1 shows the percentage share of majormaoality groups in total exports
throughout the period from 1970 to 2011. The valaes taken at an interval of 10 years. As
depicted in the table, the share of primary proslucttotal exports of India has decreased by more
than one third from 45 percent in 1970-71 to 13fcent in 2010-11. Contrary to this, the share of
both the manufacturing and petroleum products haseased from 52.9 percent and less than 1
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percent in 1970-71 to 66.1 percent and 16.5 perespectively in 2010-11.

It will be worthwhile to analyse the share of difnt commodities in total exports during pre
and post-reform period so that any changes takaredrom pre to post-liberalisation reforms may
be identified. During pre-liberalisation periodetishare of primary products has decreased from
45.9 percent in 1970-71 to 23.8 percent in 1990A9treas the share of manufactured products and
petroleum products exhibited upward trends over #agne period. The relative share of
manufactured and petroleum products has increageiicantly from 52.9 percent and 0.8 percent
in 1970-71 to 71.6 percent and 2.9 percent resgeygtn 1990-91.

Table 1: Export Share
(in percentage)

Commodity

1970-71| 1980-81) 1990-91 2000-Q1 2010-11
Group /Year
Primary Products 45.9 39.9 23.8 16 13.9
Manufactured Goods 52.9 58.9 71.6 77.1 66.1
Petroleum Products 0.8 0.4 2.9 4.2 16.5
Others 0.4 0.8 1.7 2.8 3.5

Source : Author’s calculation from Handbook of Btits on Indian Economy, RBI, 2006 &2011.

Figure: 1
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During post-reform period from 1990-91 to 2010-Eldepicted in the table 1, the share of
primary products in total exports plummeted coesi8y from 23.8 percent in 1990-91 to 13.9

percent in 2010-11. Whereas, the share of manufagtproducts has increased from 71.6 percent
in 1990-91 to 77.1 percent in 2000-01 thereafterhas declined to 66.1 percent in 2010-11.
Moreover, the share of exports of petroleum praslwant up sharply from 2.9 percent in 1990-91

to 16.5 percent in 2010-11. The major incrementhi percentage share was noticed between the
periods 2000-01 and 2010-11 i.e., during this gkrnibrose from 4.2 percent to 16.5 percent. This i
because of rise in the export capaatydomestic. refineries and to some extent, dueig® in

petroleum prices.

Table 2: India’s Principal Exports

Pre-Liberalisation period | Post-Liberalisation period Entire period
Classification 1970-71 to 1990-91 1991-92 to 2010-11 1970-71 tb201
ACGR ACGR ACGR
Primary
Products 6.5 114 7.5
Manufactured 118 135 121
Goods
Petroleum
Products 24.5 34.8 18.1

Source: Author’s ealculation from Handbook-of Statis on Indian Economy, RBI, 2006 &2011

The figures presented in table 2 depicts that thevtl rate of export of primary products has

been more (11.4 percent) during the post-libertidisgperiod as compared to the pre-liberalisation

period (6.5 percent).

The annual compound growth rate of manufacturestigdells that, it has increased slightly

from 11.8 percent during pre-liberalisation period.3.5 percent during post liberalisation period.

The export of petroleum products has registergdifstant growth rate during both the pre

and post liberalisation period; however, its exg@$ increased on the average by 34.8 percent per

year during post-reform period compared to 24.%¢@rper year during pre-reform period.

The export of petroleum products has registered Highest growth rate (18.1 percent),

followed by manufactured products (12.1 percenty pimary products (7.5 percent), when the

annual compound growth rate is estimated for thieesperiod.
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3.2 Export Analysis at Disaggregate Level

This sub section analyses the trends of exportriohigry and manufacturing products at
disaggregate levels.

3.2.1: Export of Primary Products

The export of primary products includes agricwdti& allied products and ores & minerals.
Further, the agricultural products include Tea, f€af Cotton Raw including Waste, Tobacco,
Spices, Oil Meals, Fruits and Vegetables (Includoaghew), Marine Products, Sugar and Sugar
Preparations, Meat and Meat Preparations, Procésséd, Juices, Miscellaneous Processed Items
and others.

As depicted in the table 3, during the periodmfrd970-71 to 2010-11, the share of
agricultural products in total exports of India (erms of percentage) has continuously decreased
from 35.5 percent to 9.7 percent respectively. Thisecause, the export of traditional items among
agricultural products especially tea, coffee anatzo has fallen significantly during the period
under analysis. Tea and coffee were the major @tui@l export items before liberalisation period
but thereafter, the trend has changed, e.g., dahegentire period from 1970-71 to 2010-11, the
combined share of both tea and coffee in totalcafitiral exports has decreased substantially from

11.3 percent to 0.6 percent respectively.

Table 3: Export of Primary Products

(In Percentage

Commodity / Year 1970-71 1980-81 1990-91 2000-0 lpall
A. Agriculture and Allied Products 35.5 32.7 18.5 3.4 9.7
1.Tea 9.7 6.3 33 0.9 0.3
2. Coffee 16 3.2 0.8 0.6 0.3
3. Cotton Raw including Waste 2.6 0.1 1.1
4. Tobacco 2.0 1.9 0.8 0.4 0.3
5. Spices 2.5 1.7 0.7 0.8 0.7
6. Oil Meals 3.8 2.4 1.9 1.0 0.9
7. Fruits and Vegetables(Including cashew) 4.Q 3.3 2.0 1.4 0.6
8. Marine Products 2.0 3.2 2.9 3.1 1.0
9. Sugar and Sugar Preparations 1.9 0.6 0.1 0.2 0 1
10. Meat and Meat Preparations 0.4 0.7 0.8
11. Processed Fruits, Juices, Miscellaneous Preddtsans 0.7 3.0 1.4
12. Others 7.8 10.2 2.3 1.1 1.3
B. Ores and Minerals 9.6 4.7 5.3 2.6 4.2

Source: Author’s calculation from Handbook of &tats on Indian Economy, RBI, 2006 &2011.
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However, among the export of agricultural produtke share of Fruits and Vegetables
(including cashew), Oil Meals, Spices, and Marimedacts have found consistent throughout the
period under analysis.

It is important to mention that the export shafalbthe products of agricultural items has
fallen noticeably except few exceptions (e.g., Bssed Fruits, Juices, Miscellaneous Processed
Items and Meat and Meat Preparations) during thegender analysis. However, the export items
like meat products, cotton raw material and. proegs$ruits have gained popularity since
liberalisation.

The share of ores and minerals in total exportdnoia (in terms of percentage) has
decreased from 9.6 percent to 4.2 percent duriagpéniod under study, but its percentage share has
increased from 2.6 percent in 2000-01 to 4.2 pérceR010-11.

3.2.2: Export of Manufacturing Products

The export of manufacturing products includes heatand Manufactures, Chemicals and
Related Products, Engineering Goods, Textile & il@extroducts, Gems and Jewellery, Handicrafts
excluding carpets and Other Manufacturing GoodsnFthe table 4, it is observed that the
composition of the manufacturing export has chargyest the period.

During pre-liberalisation period from 1970-71 t®90D-91, the share of leather and
manufactures in India’s total export has increaBedh 4.7 percent to 8.0 percent respectively
Whereasthe post-reform period has revealed the contranyds as the share of these products has
decreased consistently from 8.0 percent in 199915 percent in 2010-11.

The share of textile has been consistently rargadieen 20 and 25 percent till 2000-01,
thereafter; it has fallen to less than 10 per oémbtal exports in 2010-11. Among textile and text
products, jute manufactures were prominent manurfadt item of export in 1970-71 which
accounted 12.3 percent of total exports. Howevéh thie emergence of substitutes for jute goods in
the international market and the decline in thedpotion of jute domestically, the share of jute
goods has decreased continuously. In 1990-91, hhee 20f jute manufactures was accounted for
hardly 1 percent, thereafter it has declined top&eent in 2010-11. During the period from 1970-
71 to 2000-01, the share of Ready-made garmentsnbesased from 2 percent to 12.5 percent
respectively, thereafter, it has decreased to drdemt in 2010-11.
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Commaodity / Year 1970-71| 1980-81| 1990-91| 2000-01| 2010-11
A. Leather and Manufactures 4.7 5.0 8.0 4.4 15
B. Chemicals and Related Products 2.4 35 9.5 13.2 11.4
C. Engineering Goods 131 11.6 124 15.3 27.0
D. Textile and textile products 22.4 22.6 23.0 243 8.8
a. Cotton Yarn, Fabrics, Madeups, etc. 7.4 6.8 6.4 7.8 2.1
b. Manmade Yarn, Fabrics, Madeups, ¢ 1.2 2.4 1.6
c. Readymade Garments 2.0 8.4 12.3 125 4.4
d. Jute and Jute Manufactures 12.3 4.9 0.9 0.3 0.2
e. Carpets 0.7 2.4 2.1 1.3 0.4
E. Gems and Jewellery 2.7 9.0 16.1 16.6 16.0
F. Handicrafts excluding carpets 1.2 15 0.1
G. Other Manufactured Goods 8.6 9.8 14 1.8 1.3

Source: Author’s calculation from Handbook of &tats on Indian Economy, RBI, 2006 &2011.

It is evident from the table 4 that the main drsvef export growth of manufactured products
are mainly engineering goods, chemicals & relateztipcts and gems & jewellery. During pre-
liberalisation period-from 1970-71 to 1990-91, #iare of engineering goods has decreased slightly
from 13.1 percent to 12.4 percent respectivelythencontrary, the share of these goods has showed
the most remarkable increase during post-liberabsgoeriod. The share of engineering goods in
total exports has increased from 12.4 percent 804% to 27 percent (i.e. more than one-fourth of
total exports) in 2010-11, i.e. it has registerbdast 100% increment. Throughout the period from
1990-91 to 2000-01, engineering goods have occupedecond position in India's export earnings
after gems and jewellery; thereafter the expodrgjineering goods have reached at the first place i

2010-11. The rapid expansion in exports of engingegoods, propelled by technology-intensive
items such as automobiles and iron and steel rept®san indication of the technological
improvement and the growing competitiveness of dndmanufacturing. Moreover, the share of
chemical and related products in total exports ihaseased from 2.4 percent in 1970-71 to 13.2
percent in 2000-01; thereafter it has decreaséd i percent in 2010-11.
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Furthermore, it is observed that the share of gemrad jewellery industry has increased
drastically from 2.7 percent in 1970-71 to 16.1 peent in 1990-91, benefiting from the
promotional measures announced in different Exim plicies, although since liberalisation, its
contribution has been remained same as around 16 ent.

4. Trends in Composition of Imports

This section analyses the broad trends of compaosdf India’s imports during 1970-71,
1980-81, 1990-91, 2000-2001 and 2010-11. The contgvade composition of import is analysed
at two levels: at an aggregate and disaggregatelsle\At aggregate, the classification of
commodities is made into five major categories esdreum, Crude & Products, Food and Related
Products, Capital Goods, Mainly Export Related Bemmd other items. At a more disaggregated
level, three categories of aggregate level ardéurtategorised into sub groups.

4.1 Analysis of Composition of Imports - Aggregatéevel

The table 5 and figure 2 .show the percentage stiareajor commodity groups in total
imports throughout the period from 1970-71 to 2Q10-The values of major commodities are taken

at interval of 10 years.

As depicted in the table, the share of petroleumgde and products in total imports rose
sharply from 8.3 percent in 1970-71 to 30 percan2010-11 i.e. the share has increased by more
than three times. Similarly, the share of mainlp@x related items has also risen from 7.9 percent
to 14.1 percent over the period under analysis.tt@onto this; the share of food and related
products has plunged significantly from 14.4 petder2.3 percent during the period from 1970-71
to 2010-11 respectively;.likewise, the share ofitehgoods has also declined from 24.7 percent to
20.3 percent during the same period.

Table 5: Share of Major Commodity Groups in Imports

(In Percentage)

Commodity Group/Year 1970-71| 1980-81| 1990-91| 2000-01| 2010-11
Petroleum, crude & Products 8.3 42.2 25 31 30
Food & Related Products 14.4 6.2 2.3 2.8 2.3
Capital Goods 24.7 15.2 24.2 17.7 20.3
Mainly Export related items| 7.9 6.7 15.3 15.9 141
Other items 25.9 20.5 21.5 20.3 23.9

Source: Author’s calculation from Handbook oftistics on Indian Economy, RBI, 2006 &2011.
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Figure 2

Share of Different Commodities in Total Import
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Source: Table 5.

Almost similar pattern is also revealed when ansalis made- during pre-liberalisation era.
The pre-liberalisation period for petroleum, crashel products was hap hazard in nature in which its
percentage share has increased drastically fronpe&nt in 1970-71 to 42.2 percent in 1980-81.
Such a sharp rise is attributed'to two hikes ipates first in the 1973-74 and the second in 1978
89. During the eighties, on the one.hand, India swaxeeded to increase domestic oil production
while on the other hand international oil pricesédnéallen. As a result, the share of POL importk bi
in the total import expenditure has declined tgp2bcent in 1990-91:

Further, on one side, the share of mainly expeldted items has.increased continuously
from 7.9 percent to 15.3 percent during the pefroch 1970-71 to 1990-91; whereas, on the other
side, the share of food and related products haibigxd downward trends as the relative share of
these products has declined from 14.4 percent3@e&rcent over the same period. Moreover, the
share of capital goods has been remained same @@t during the period under analysis.

During the post-liberalisation period from 19904912010-11, the share of petroleum, crude
& products and food & related products has beersteon at around 30 percent and 2 percent
respectively. Furthermore, the share of capitaldgeeind mainly export related items has plummeted
slightly from 24.2 percent and 15.3 percent in 29900 20.3 percent and 14.1 percent respectively
in 2010-11.

It is apparent from the above analysis that dutigpre-reform period, there has been a shifhén t
goods composition of major items of imporhe share of food and related items in total ingpb#s declined
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remarkably while the share of petroleum, crude &dpicts and mainly export related items in total onp
expenditure has increased over the years. Funtleesjgnificant changes have been observed regatdeng
composition of importduring post-liberalisation era. POL continues &the single major item of

import followed by capital goods and mainly expetated items.

Table 6 presents the growth rates major import products as categorised in tabl®rSthe

entire period and as well as for both the pre agt-piberalisation periods.

Table 6: India’s Principal Imports

(Value prercentage)
Pre-Liberalisation | Post-Liberalisation Entire period
period period
Classification 1 1470.71.t01090-91| 1991-92 t0 2010111 1970-71 th201
ACGR ACGR ACGR
Petroleum, crud¢
and Products 14.9 18.8 12.6
Food and
Related Productg A ok 58
Capital Goods 129 16.6 11.8
Mainly Export
Related ltems 17.8 13.4 13.3

Source: Author’s calculation from Handbook of &tits on Indian Economy,-RBI, 2006 &2011.

As given in table 6, the growth rates for petrolewrude & products, food & related

products and capital goods have increased moregltiie post-reform period compared to the pre-

reform period, except mainly export related items.

During the pre-liberalisation period, import oftfméeum products has increased on average
by 14.9 percent per year; whereas, the import e$g¢hproducts has increased by 18.8 percent per
year; however, the import of these products hasased by 12.6 percent per annum during the
entire period. Likewise, the capital goods haveeased on the average by 12.9 percent during the

pre-reform period by 16.6 percent per year durirggost-reform period (table 6).
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Regarding the growth rates of the food and relgt®diucts, it is observed that the growth
rates of these products have increased significaotling the post-reform period. It is clear fronet
table 6 that the growth rate of these productsiha®ased on the average by 3.8 percent per year
during the pre-liberalisation period and increasadhe average by to 17.1 percent per year during
the post-liberalisation period.

On the other hand, the export related items bgstered fall down in their growth rate
during the post-reform period. The growth_rate bése items has declined from the annual
compound rate of growth of 17.8 percent during phe-reform period to 13.4 percent annual
compound growth rate during post liberalisationiggerHowever, the import of these products has

increased on the average by 5.8 percent per yeautio entire period (table 6).

4.2 Composition of Imports - Disaggregate Level

This sub section analyses the trends of importod & related products, mainly export
related items and other items at disaggregatedeVéke food and related products include cereals &
cereals preparation, edible oils and pulses; wisenagort of mainly export related items includes
precious and semi-precious stenes, organic andamiz chemicals, textile fabrics and cashew nuts.
The import of precious and semi-precious stone®re mainly as a raw material for the gems and
jewellery industry.

The import share of-foed and related items hase@sed significantly from 14.4 percent i
1970-71 to'2.3 percent in 2010-11 due to noticedalein the share of import-of cereals and cereal
preparations from 13 percent to almost negligihlérd) the same period (table 7). In contrary t®,thihe
import share of mainly export related items hasaased in significant percentage from 7.9 peroerit4t1
percent during the period from 1970-71 to 2010-d@4pectively. This significant increment in the tieka
share is mainly due to substantial increase inirtigort share of pearls, precious and semi-precboses

from 1.5 percent to 8.9 percent during the sammgétable 7).

www.goeiirj.com ISSN : 2278 — 5639 Page 46




IIIS Impact Factor : 1.883 Peer-Reviewed Journal ISSN : 2278 — 553
Global Online Electronic International Interdiscip linary Research Journal (GOEIIRJ)
{Bi-Monthly} Volume — IV, Isse -V February 2016

Table 7: Share of Imports

(Share in percent)

Commodity / Year 1970- 71 | 1980-81 | 1990-91 | 2000-01| 2010-11
Food & Related products 14.4 6.2 2.3 2.8 2.3
1. Cereals and Cereal Preparatiof ~ 13.0 0.8 0.4 0.0 0.0
2. Edible Oils 1.4 5.4 0.8 2.6 1.8
3. Pulses -* -* 1.1 0.2 0.4
Mainly Export Related Items 7.9 6.7 15.3 15.9 14.1
1. Pearls, Precious and Semi- 15 3.3 8.7 9.5 8.9

Precious Stones

2. Organic and Inorganic 4.2 2.9 5.3 4.8 4.2
Chemicals

3. Textile Yarn, Fabrics, Made- 0.5 0.5 1.0 1.2 0.9
Ups, etc.

4. Cashew Nuts 1.8 0.1 0.3 0.4 0.9

Source: Calculated from Handbook of Statisticdnolian Economy, RBt, 2006 &2011.

-*represent lack of data.

The import of other items includes fertilizers, Aenrous metals, paper & paper products,
ores and scrap metals, iron and steel, medicinaph&rmaceutical products, gold, scientific
instruments, coal, coke and briquettes etc. Amathgroitems, fertilisers, non-ferrous metals and
iron and steel were the major import items befdserhlisation period but thereafter, the trend has
changed significantly due to increase in indigenpriuction of these items, as a result, import of
these items did not remain major part of Indian onp during post-liberalisation period.
Accordingly the relative share of fertilisers, ni@mrous metals and iron and steel has declined
significantly from 5.9 percent, 7.3 percent and @dcent in 1970-71 to 2.0 percent, 1.1 percent and
2.9 percent respectively in 2010-11 (table 8).
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Table 8: Import of Others Items

(In Percentage)

Commodity / Year 1970-71| 1980-81| 1990-91| 2000- 01| 2010- 11
1. Fertilisers 59 6.9 4.1 1.5 2.0
2. Non-Ferrous Metals 7.3 3.8 2.6 1.1 1.1

3. Paper, Paper Boards,
Manufactures including 15 15 1.1 0.9 0.6
News Prints

4. Metalliferrous Ores, Meta

0.7 0.9 3.5 1.5 2.7
Scrap, etc.
5. Iron and Steel 9.0 6.8 49 15 2.9
6. Gold -* -* -* 8.2 9.6

7. Professional, Scientific
Controlling Instruments, -* -* 2.5 1.7 1.1
Photographic Optical Goods|

8. Coal, Coke and Briquittes
etc.

9. Medicinal and

Pharmaceutical Products 1.5 0.7 11 0.7 o

Source: Calculated from Handbook of Statisticsnatian Economy, RBI, 2006 &2011.
Note- * represent lack of data.

Contrary to the above, import of gold, scientifistruments, coal, coke and briquettes etc.,
were not major part of imported items during pteetalisation period. But after liberalisation, the
demand of these items except scientific instruméats increased; therefore, the import of these
items has become important part of Indian impdeeaticularly, gold has formed an important part
since 1997-98 with the removal of the ban on thearhof gold. Accordingly its share has increased
from 8.2 percent in 2000-01 to 9.6 percent in 2Q10-
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Import of coal, coke and briquettes has not made sagnificant increment as the import
share of these products has increased from 1.8&mern 1990-91 to 2.7 percent in 2010-11.
Similarly, the import of remaining items such agp@aand paper product, ores and scrap and
medicinal and pharmaceutical products has not iutéd significantly in the import of other items.

Conclusions

Liberalisation and trade reform initiated sinc@91 have led to a significant change in the
trends of the export composition basket of Indi@elOthe period under analysis, India’s export
composition has changed significantly from primprgducts & few industrial products i.e. textiles
etc.to the export of diversified manufactured aettggeum products. Thus, India has emerged as an
important exporter of diversified manufactured &rpkeum products. The Government’s efforts
towards encouragement of Free Trade Zones, Dutynptien Entitlement Scheme and Focus
Product Scheme (FPS) have contributed to the dilg@tson of exportsiin terms of products from
labour intensive manufactures to higher value-adaggneering and petroleum products.

Overall, like the change in the composition of exgwoducts, India’s import composition of
goods has also registered a significant shift.dx@mple, the import share of food & related items,
fertilisers, non-ferrous metal and iron & steel total imports has declined while the share of
petroleum, crude & products,.gold and precious fisgrecious stones in total import expenditure
have increased over the period under analysis. r&sgmt, capital goods like machinery &
equipment, petroleum oil lubricants (POL), gold gmdcious & semi precious stones are accounted
around 70 percent-of total import expenditure.
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