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I. INTRODUCTION

Foreign trade hag played a pivotal role in the
economic development of many countriea. Trade is often
referred to as an "Engine of Growth" since it has been
interpreted as a dynamic force in widening the size of
market beyond the political frontiers of a nation,
increasing the scope for division of labour, permitting
capacity utilization of the fixed resources and stimla-
ting innovations. All these factors would in turn bring
about favourable changes in the economic outlook of the

trading nation.

Mill (1965), a well-known classical economist
while discussing the importance of trade in development
stated that "efficient employment of productive forces
of the world is a direct economical advantage of foreign
trade, But, there are besides, indirect effects, vwhich
pust be counted as benefits of high order. One such is
the tendency of every extension of the market to improve
the process of production. A country which produces for
a large market than its own, can introduce s more extended
division of labour, can make greater use of machines and

is more likely to make inventions and improvements in the

process of production”.



Further, international trade brings about the

following favourable socio-economic changes. They are:

~ It stimulates economic growth through increasing
consumption, world output and providing accessibility

to scarce resources and world-wide markets.

~ It brings about equality among trading nations through
equalization of factors prices, increasing real incomes

and making efficlent use of scarce resources.

~ Fipelly, it helps the participating countries to
achieve development by promoiing and rewarding those
sectors of the economy where individual countries
possess a comparative advantage either in terms of

labour efficiency or factor endowments,

According to Todaro (1981), the essence of trade
theory lies in the fact that the welfare of the society
is substantially improved by an increase in and distribu-
tion of world output of goods and services, which is due

to international trade,

Considering these welfare aspects, classical
economists advocated some trade instead of no trade and
more trade instead of less trade. True to their hopes

and wishes, foreign trade played a vital rble in the



economic development of the Presently developed countries

at 2 time when they were developing, The assumptions made

in the classical theory of international trade and the
theories which followed were almoat true and coincided

with the conditions that existed in those countries.

But in the context of the presently developing
countries, the situation is altogether different and the
assumptions of trade theories sound restrictive. Thus,
trade could not play the role as dynamically as envisaged
in the theory. This observation does not mean that trade
has not played any positive role, It has played a erucial

though not to the extent as anticipated.

India has maintained sound international relatione
and trade. This statement needs no substantiation since
capital goods, foreign capital and maintenance goods - all
the three much needed for her industrialization and food
grains at times of searcity, have flown into India froa
abroad almost whenever needed. Similarly, foreign markets
have helped her expand production of items in which she
nad comparative advantage, thus generating more employment
and income. These facts speak of the favourable effect

the trade has had on economic development of India.



Developing countries are characterized by their
inability to tranaform their untapped natural resources
into final goods. This inability arises due to inadequate
domestic savings. Thus, the low level of domestic savings
in itself cannot afford the capital equipments and other
requirements much needed for the transformation of natural
endowments, Thus, if a nation, facing a situation described
above, wants to avoid frustration of low investment because
of low level of domestic savings, it has to import the
capital requirements from other developed countries. Thus,
imports become imperative for the economic development of

the nation in guestion.

Chenery and Strout (1966) argued that the develop-
ment process is limited not only by inadequate savings but
also by lack of availability of imports. To quote: "we
postulate a minimum import level of G.N.P. This important
requirement results from the relatively inelastic demand
for manufactured goods currently imported - particularly
intermediate goods and investment goods - arising from
the lack of domestic supply and their necessity in produc-
tion. Thus, it 1s clear that import of capital needs,
both for expansion and maintenance, technology, gpares

and wage goods at times of scarcity becomes imperative."



Impors into a eountry, not to speak of its sige
which depends upon the size of public and private invest-
ment are thus justified, for the role they play in economic
upliftment of the People. Imports are either Pimanced by
foreign aid or soft losn or exchange earnings. When the
import bill exceeds the limit of exchange earnings, the
country is said to be facing an adverse balance of payment

situation, a cliche for the developing countries. In this

situation exports assume importance,

No country can survive in isolation. A developing
country like India with a growing infrastructure needs
import of capital equipment and critiesl raw materials,
which have to be financed by export earnings. Apart from
meeting the import requirements, through export earnings,
external aid and interest accrued to it have %o be repaid,
In addition, an expanding export trade can be a dynamic
factor in development process. Export trade which involves
gpecialization in production of items in vhich the country
has comperative advantages results in efficient use of
resources, technological improvement, invent¥ions ete.
Moreover, the growth in export of labour intensive products

can make & significant contribution to mitigate the problen

of unemployment.



Agriculture oucupies a place of pride in the Indian
economy. This sector accounts for a considerable proportion
of gross domestic product, provides livelihood for more
than half of the country's population and supplies raw
materials to many industries. Similarly, in foreign trade
also, the subject of present relevance, agricultural comma-

ditles have an important role to play.

Agricultural imports constitute a sizeable portion
of total imports of India which may be re~classified as
food imports, non-food agricultural imports apnd agricultural

input imports.

Food imports assume importance when domestic food
output is not expanding at a rate that wonuld suffice the
demand, which increases due to rapid industrialization and
increase in population. Thus, if importing food item is
not resorted to, it would lead to increase in prices of
wage goods .. portend of inflation. Therefore, food imports
become inevitable in order to bring about stability in the
domestic food market, Major commodities which figure in
India's food imports are: Cereals and cereal preparations,

dairy products, vegetables and fruits, cocoa and gpices

and fish and fish preparations.

-



Non-food agricultural imports are of vital impor-
tance since meny of them serve as raw materials for
domestic industries, while some fall in the category of
those which cannot be produced domestically but are
hecessary for consumption, The rest are imported to
ease supply situations, which otherwise fluctuate because
of the biological nature of produetion, The major eommo-
dities falling in this group are: raw cotton, rav jute,
ray wool, vegetable 0ils (essentizl and non-essential)

and oil seeds.

Third kind of agricultural imports are inputs
needed by the agricultural sector, such as, fertilizers
(crude and manufactured), agricultural machinery and

implements and tractors (other than steam).

Agricultural development is a pre-requisite for

economic development of a nation. For development of

agriculture, reflected by increased production and produc-
tivity in the agriculture sector, inputs such as fertili-
zers, plant protection chemicals and agricultural machine-

ries are vital, When domestic production of these inputs

are limited by infrastructure and rav material availabi-

1ity, importing of these items become an obvious choice.
L}

Thus, input imports are justified,



Inability to compete with the developed countries
in the field of manufactured goods makes the developing
countries have comparative advantage in the production and
export of primary goods and raw materials. India, even
though things are changing in recent times, in no way is
an exception to this phenomenon. In the past Bhe earned
about aixty per cent of foreign exchange from export of

items, such as agricultural commodities and raw materials.,

Agrienltural exports of India can be classified
into two major categories, viz., food and non-food sgricul-

tural exporis.

Food exports of India ineclude tea, coffee, spices,
vegetables and fruits, sugar (excluding molasses) and fish

and fish preparations,

The non-food agricultural exports conaist of raw
cotton, raw wool, unmenufactured tobaceco, 0il cakes and

vegetable oils (essential and non-essential),

From the foregoing, it is clear that both foreign
trade and agriculture are important in the context of
economic development. A combination of the two would be

foreign trade in agricultural commodities, an important



sector for the developing countries like India. Hence,
a study on foreign trade of India in selected agricul-
tural commodities is meaningful and worthwhile too,

Therefore, here is an attempt made in this regard with

the following objectives:

i. To examine the growth of selected agricultural
commodities which occupy 2 prime place in

India's imports and exports.

ii, To study the changes, if any, in composition

of agricultural trade of India,

iii. To know the changes, if any, in the direction

of trade in these agricultural commodities.



REVIEW OF LITERATURE



II.  REVIEW OF LITERATURE

There are quite a number of studies on foreign
trade of India. Any study for that matter on foreign
trade invariably included examination of trade in ggricul-
tural commodities because of the importance of these items.
However, exclusive studies on trade in agricultural commo-
dities are not in commensuretion with the importance of

this gector.

In this chapter, a brief review of related litera-

tures are presented under the following heads:

2.1 Measurement of growth and growth rates and

2.2 Foreign trade of India in agricultural commodities.

2.1 Measurement of growth and growth rates:

Chatterji (1966) studied the growth of agriculture

in India for the period 1950 to 1963. He used the linear

trend to measure the growth of area and production, The

regression co-efficient of the trend equation was consl-

dered to be the growth rate.

Minhas (1966) in his rapporteurs report on

'measuring agricultural growih' opined thet the linear



trend equation Y = a + bT gives only the absolute increase
per unit of time, He concluded that excapting the came of
indexed variables, 'b' of the linear trend equation would
always be in terms of the unit of 'y'. Hence, bdefore using
'b' as growth rate, the uniis must be eliminated. This
could be done by dividing 'b' by the appropriate average.
He sugpested that 'b' be divided by the harmonic mean of
'y'. The validity of the suggestion was however, seriously
doubted when the series contained a wide range of fluctua-

tions owing to lov harmonic mean.

Blyn {1967) analysed the effects of several methodo-
locical aspects on measurement of growth rates. He used
both linear and compound forms, but failed to standardize
'd' of the linear equation as suggested by Minhas (1966).

He concluded that the linear and the compound growth rates
would be more or less the same if a proper base was used

to standardize 'Db'.

Abrabam and Raheja (1967) examined the growth rate
of production of wheat and paddy in India for the period
1950-51 to 1964-6% using different functional forms, such
as, linear, Cobb-Douglas, semilog and exponential types
to measure the growth, Standard least square procedure

was used to estimate the relationships. They counsidered



co-efficient of determination as the eriterion they selected

Cobb-Dougles form for further analysis,

‘.- Dayal and Shiam (1968) used different methods to
compare growth rates, They stressed the need to standar-
dize 'b' in Y = a + bD?. They suggested a method to stand-
ardize 'b', If the growth followed geomdtric rather than
arithmetic trend, then 'b' should be treated as absolute
growth rate and the linear equation could be standardized

using the arithmetic mean.

Audra (1970) commenting on methods of calculating
growth rates indicated the importance of theory., He
identified three different curves namely straight line
Y = a + bT, the semi-logarithmic curve, Y = abT and the
Gompertz curve for the purpose of fitting trend to the

same statistical data,

Reddy (1978) examined the statistical rrocedures

used in fitting various growth functious. He emphasized

the need to consider first by co-efficient of determina-
tion (R2), D.¥. statistic and 't' values and secondly

the accuracy of the estimated growth rates as measured

by the standard error or co-efficient of variation of the

estimated growth rates, for proper assessment of the

| .
underlying growth phenomenon.



Atyasamy and Subramenysm (1979) estimated the
compound growvh rates of area, productivity and produc-
tion of paddy in Tamil Nadu using an exponential function
of the fora Y = AB® for the period 1951-52 to 1964-65 and
1964-65 to 1973-74 separately. The former representing
the Pre-green Revolution and the latter the Green Revolu-
tion period. The growth rates of the two periods were

compared.

Leela and Sarma (1982) computed compound growth
rates for the values of exports during the pericd 1970-72
to 1978-80. They used a growth function of the type

bl

Y = Ae”” where Y represented annual value of export item

and T the time in years.

Chandrakanth (1983), commenting on the suitability
of different functional forms of growth, both of the model
and method of measurement of growth rates opined that in
any time series study R2 value alone would not determine
the goodness of fit. He suggested the computation of
D.¥. statistic which would help to know the extent of
serial correlation. Before selecting the iype of growth
function, he suggested to plot the raw data on graph,

based on which a particular kind of growth function could

be selected,



242 Foreigm trade of India in egricultural commodities

Poduval (1952) studied export trade of India in
agricultural commodities. By keeping suitable time periods
he attempted to capture the effects of Second World War ang
partition of India after independence on India's export

trade,

Discussing the effect of World War II, Poduval
reported that India's countrywise trade had undergone a
change since it could not trade with countriss such as
Japan, Germany, Italy etc., and thus lost many European
markets. On the other hand, the study revealed that parti-
tion had changed commoditywise pattern of trade. Before
partition, India had a near monopoly over raw jute and
raw cotton trade but after partition it became a nei
importer of these two commodities because of tramsfer of
major cotton and jute areas to Pakistan., Apart from this,
he studied relative share of agricultural exports to total
exports which was 53 per cent in 1938-39 came dov/m to 28
per cent in 1948-49. The author concluded that the
imbalance in prices of commercial crops and food grains

tempted the farmers to shift to the cultivation of

commercial crops instead of food crops, which led to shortage

of food grains.



Q“/ Shah (1952) discussed the trends, composition and
direction of India‘'s agricultural trade. He observed a
declining trend in the relative share of agrionltural
exports in total exports while the share of agricultural
imports in total import bill increased leading to an

unfavourable balance of agricultural trads,

The increase in agricultural imports was due to
increased raw cotton and raw jute imporits which earlier
(pre~-partition) came from internsl trade. With regard
to the direction of trade he reported that U.S.A. remained

as the major trading partner followed by Commonwealth
\

!

countries,

¢ Zacharias (1952) studied post-war export trade
in agricultural commodities highlighting the commodity
composition'and direction of trade. He pointed out the
declining share of agricultural commodities which had a
lion's share (75 per cent) in pre~war trade was reduced
to 30 per cent. He opined that this change would be more
or less permanent because of the growing domestic demand
for these agricultural items, ihﬁ aléo observed that the
agricultural export basketnghéisted more or less the same
1tema while there were changes in their relat1ve shares.

These changes were attrlbuted to dlmlnlshxng domestic

production, growing domestic demand and control systems.

ViWrg e
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He reported that U.K. wag the najor importer of
Indien tea, while raw cotton ¥wag shared by U,4.4,, Japan,
Belgium and U.K,, while France and Germany had lost. The
major foreign markets for Indian tobacco and oilseeds were
U.K., Egypt, Sweden and Belgium. U.3.4, and U.K. accounte

for major share in Indian spices exports.

The author stressed the need to nurse these market

I

d

8

despite making efforts to diversify ahd making inroads into

other markets. He opined that acope for exporting raw

cotton and raw jute was limited while proapects were better

for tem, linseed, tobaceco and apicea:7

Balasubramaniam (1964) began with a discussion on
need for exchange earnings which assume importance in the
wake of financing the import needs. He analysed export
performance of tea, coffee, cardemom, cotton textiles,
jute manufsctures and sugar. He concluded that in order
to increase export earnings from these commodities there
was a need to step up production; publicity and propagande

in the foreign markets.

R\{ha (1964) discussed trends ip India's agricul-
“
tural exﬁorts during the decade ending 1960, He reported

that during this decade, tea, jute, cotton, spices and



1/

vepetable 0ils were the major items that conatituted
agrioultural exports. Among these items, tea, alone
registered an'increase in terms of value of exports
while among the rest some were siagnant and & few

others had declined,

The suthor mentioned thet the sugar exporis
suffered due to cut-throat competition, increased
domestic consumption and preference of consuming countries
for sugar from their allies, which resulted in a decreased

export earning from sugar.

He supgested to increase efficiency of production
of tea, because increased cost of production was making
it less remunerative in the export markets. He also

opined that peppar had better export potential;;>

( Kamaladevi (1964) anelysed changes in pattern of

\

agricultural experts and performance of selected sgricul-
tural commodities in relation to domestic consumption,
price, ete,, for the period 1949-50 to 1960-61, Based

on this study, she coneluded that increase in the tradi-
tional exports like tea, tobacco, spices and oil seeds
wvere not considerable, on the other hand, some of them

eveti declined. She also noticed emtry of nev items into



India's export basket, which the author felt should be
increaged. /)

Another interesting faet revealed by the study
w28, despite an incremse in domestic production, exports
did not imcrease proportionately, which was an indicatjion
of increased domestic consumption.

L “HMEMD%(WM)M@M%tHMBMfWM@

\/4;ade af India in agricultural products and discussed
their prospects. The authors oplned that tea, coffee,
sugar and feeding stuff had scope for increased exports,
There were some domestic and international factors which
stood in rapid expansion of exports. The authors felt
that even if these obstacles were removed, their sghares
were not likely to change significantly. These factors

made the policy measures to be tilted in favour of import

gubstitution, )

They opined that food grain imports had become
a serious strain on India's balance of payment. If

these imports were to be substituted through achievement

of self-sufficiency in food grain production, it could

save foreign exchange earnings worth ®.112 crores. Import

substitution was also possible in cases of raw jute,



arricultura) machinery and implements, fertilizers and

fata and oils.  They concluded that by means of import
pubatitution and export promotion there was enough scope
for reducing demend for and increasing supply of foreign
exchange reserves which are much needed for the develop-

ment of the nation.

Singh {1964) reported ;hat India's export trade
was built around & few agricultural commodities of a
narrov range which included tea, cotton and jute manufac-
tures, These three ltems together accounted for 55 per
cent of the total export earnings and another 25 per cent
vas accounted by raw jute, cashewnuts, hides and skins,

vegetable oils and spices.

The study of exports between 1950-51 and 1962-63
revealed that the constituent commodities and their desti-
retion remzined more or lesg same with a great deal of
soncentration, Based oh this, he inferred that India‘s
export trade had a built-in instability. Besides, he

observed stagnation in cotton textiles and jute manufac-

tures exports.

John {1967) compared export performance of selected

agricultursl commodities during 1965 and 1966 to capture



2

the effecta of devaluation, He found that the export
earnings of all agricultural commodities except coir yarn
and raw jute declined, the range of decline varying
between 62 per cent in the case of crude rubber to about

3 per cent in the case of essential oils.

The commodities considered for the atudy included
0il seeds, nuts, vegetable oils and fats, o0il cakes,
unmermifactured tobacco, spices, raw cotton, raw jute,
sugar, fruits and vegetables, essential oils, tea, coffee
and a handful of agro~based industrial goods. Comparing
the unit value realizations of these items, he opined
that export earnings of these commodities fell for reasons
other than international prices. He referred to the unit
values during the study period, some of which increased
while others were more or less constant, He attributed
the reasons for fall in export earnings to fall in quan-
tity of these commodities exported due to decreased produc-
tion coupled with increased domestic demand. He discussed
other items, such as, increased competition in world
market, restriction by importing countries which hindered
India's export items like tea, coffee and sugar despite

a stable production.

Rosario (1968) studied the structure of India‘s
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foreign trade during the period 1951-52 to 1965--06, He
focussed attention on the changes that took place in
export trade particularly in the commodity composition.
He discussed composition in the context of world trade
and inferred that trade in meanufactured goods during
1953-65 increased by 87 per cent while world trade in
agricultural commodities increased by a meagre 35 per
cent. As a result of differentimsl pace of growth share
of pgricultural commodities in total world trade declined

considerably.

The author used standard international trade
classification to categories the commodities that appear

in India's export basketf.

Food items group: In this group five items accounted
for 95 per cent of total food item exports which remained
constant throughout the period. The contribution of these

commodities to India's fotal exports increased sharply.

The study revealed that tea and spices alone
accounted for nearly 80 per cent of total exports. Their
share came down dug to export diversification, wherein the

share of commodities such as sugar, coffee etc. had increased

substantially.



Tobacco maintained its share, which could be

due to an increase in its total export value,

Crude material group: Studying this group which
included, o0ils, oil seeds and kernels, wool and animal
hair, cotton, jute etc., he reported that absolute value
increaged by 25 per cent but relative share was stable.
He observed a sherp decline in raw cotton exports., India
became an importer of oila both edible and mon-edible due
to increased domestic demand, Raw jute exports too

declined.

He concluded that the increase in export earning

was mainly due to commodity diversification,

Pant and Mehra (1969) studied the performance and
prospects of India's exports during 1966-67 and 1967-68,
The study indicated that actual exports during 1966-67
were far behind the fixed target which was just two per
cent more than the previous year's exports. But actual
exports were ten per cent less fthan that of 1965-66,
thus twelve per cent behind the target. This decline
wag attributed to continued drought during those years
which brought down the supply of agricultural and agre-

veged exports. Devaluation of Indian currency had &
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temporary dislocating effect on export trade. Also reduc-
tion in foreign demand for some of the agricultural items
brought down the unit prices of tea, sugar, oil cakes,
tobacco, pepper, etc., They suggested policy measures
such as incentiveas to production, restraint on consump-
fion, quality contrel, profitability, internatiocnal
comuercial policy, increased efficiency efe., to increase

export earnings,

Boothalingam (1971) opined that external trade was
an important variable in the economic equation of a nation
since it provided the required finance for the import needs
of a country, Thersfore, the rate of expansion in exports

determine to a larger extent the pace of economic growth,

He observed sluggishness in India's exports which
he attributed to predominance of traditional items which
had unstable demand and supply conditions and secondly to

icrreased competition from alternative sources of supply.

Ghosh (1971) examined the export trade and import
substitution in relation to India's economic growth. The
study revealed that the share of traditiomal exports fell
sharply between 1950~51 and 1968-69, He observed near
stagnation in exports of jute manufacturers, tea and cotion

e erplained that in tea this was due ip slow

rowicr fnternatingnal demand and a fast growing world
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supply which lead to decreased unit prices. On the other
hand, jute manufactures exports suffered due to increased
competition from Pakistan, which had improved infrastruec-
tural facilities énd therefore could supply better quality
Jute. Similarly, cotton exports were hampered by competi-~

tion from Japan, Taiwan, Hong Kong and Pakistan.

Commenting on exports of oil cakes, cashew kernels

- and tobacco which registered a significant increase, the

author felt that India had a natural advantage in these
items, Yet the increase in exports had been no greater
than the increase in gemeral world demand and, in fact,

been substantially below the overall growth of werld trade.

The author observed that the import of food grains
was diminishing while raw jute and raw cotton imports were

stagnant. On the other hand, fertilizer imports increased.

Avart from mentionirg the gocd effects of import
substitution the author cautioned that this tool might
become self-defeating and may lesd to lop-gided and

uneconomic cost structure.

& Ram (1971), expressing concern over the declining

share of Tndia's trade in the world trade, concluded that
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it wes due to the fact that a very large pert of export
earninga continued to emanate from agro-based products
which by thelr very nature were handicapped by frequent
fluetuations in demand and consequent price and thus
making the exchange earnings fluctuate, Fluctuations in

exports were also due to instability in Bupply.‘)

Discussing geographical concentration of India's
trade the author cast light on prospects of export market
diversification to co-~developing couniries besides nurtu-

ring the present trading partners.

A study by Gupta (1972) revealed that agricultural
commodities accounted for as much as 58 per cent to 75 per
cent of total exports. He reported that exports of agri-
cultural commodities was %.423 crores in 1966~6T increased
to &.500 crores in 1970-71 maintaining a rising trend.
Ther - was a slump in agricultural exports due to decline
in -2 exporis durine 1969-70. In order to achieve T per
cent growth in exports as envisaged in the Fourth Pian

Draft, it was necessary to step up exports of traditional

items.

The author assessed the performance of tea, coffee,

spices, cashew kernel, vegetables and fruits, oil cakes,



01l seeds, urmamufactured tobacco, raw cotton, raw jute,
marine products and raw wool, ixports in these iters
were hampered by wide fluctuations in production, increased

domestic consumption and increased cost of production.

Pandey and Ramakrishna (1973) discussed the
effects of non-tariff barriers on the flow of exports
from developing countries to developed countries. What-
ever the benefits which accrued to developing countries
due to tariff concessions were offset by non-tariff
barriers, They indicated that agricultural products both
processed and raw were more affected than the pamufactured and
gemi~-nmanufactured items. They discussed various non-tariff
- barriers imposed on tea, coffee, tobacco, spices, cashew

kernels by the developed countries.

Shah (1973) studied structural changes in India's
foreign trade. He attributed changes in the direction of
trade mainly to tying the aid with purchases from donor
countries, Together with this, Rupee Trade Agreement with

Eastern block had substantially ghifted India's trade

relations from Western nations to Eastern countries.

Despite this, U.5.4, still remeined as the major supplier

of India's impor? requirements followed by United Kingdom.

Other countries were Canada, West Germany and U.3.3.8.
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He reported that India's pattern of import trade
had changed reflecting the impact of industrial develop-
ment. Major impori items were capital equipments, nmachi-
neries and basic industrial raw materials apart from food

grains which was imported at times of scarcity and drought,

Exports according to the study were stagnant during

Pirgt and Second Plans while it took-off during Third Plan,

In general, the author felt that India's export
trade was becoming broad based. He stressed the need to

expand production and productivity of export sector.

I

| Parekh (1975) discussed several issues pertaining
to Indié, in the context of world trade. He observed a
declining share of India in world trade. He suggested
measures such as reallocation of resources, (for export
gector that fetch maximum foreign exchange) identifica-
tion of domestic bottlenecks which hamper export growth
and creation and improvement of necessary infrastructures

like shipping and communicetion facilities to double the

export earnings. \

The author indicated new avenues like petroleum

exporting countries which can serve as important markets

for Indian exports.
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Kelkar and Sharme (1976) analysed time series
data from 1961-62 to 1973-74 and reported that the structure
of India's exports had undergone a4 radical change during
this period. Traditional items like tes, jute memufactures
and cotton textiles were being replaced by items like engi-
neering goods, chemicals and marine products, They opined
that this trend towards export diversification should
continue ir order to exploit demand and supply elasticities
ag well as to reduce India's dependence on traditional goods
facing inelastic demand end unstable prices, at the game
time efforts must be made to sustain the world markets in

traditional goods as well.

The suthors observed supply constraints in raw

cotton, raw jute, tea ete, and therefore their ghare was

decreasing,

Verma (1976) assessed the performance of India's

exports aud imports since inderendence. He reported that

the average snnual exports were %.930 crores during First
Plan and &,977 crores during Second Plan. This stagnation
in exports was due to lack of comerete policy measures.

During Third Plan, the anoual average stood at &.1178

crores, registering a 4 to 6 per cent increase per anmul.

H?wever, exports declined due to drought during the
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penultinate year of Third Plan., Since then exports
picked up. In Fourth Plan, it increased at a compound

rate of 12,7 per cent.

In case of imports, during Firat Plan period the
anmual average imports were valued at K,1047 crores which
inereased to ®.1553% crores during Second Plan (annual
average). The imports shot upto an average of &.1950
crores during Third Plan. In Fourth Plan, imports further
increased. In 1975-76 imports incremsed by 12 per cent

over the previous year.

From the above results, he concluded that imports
when compared to exports were increasing at a faster rate,
which had strained balance of payment situation, In order
to maintain favourable balance of payments situation the
author contended that the exports should be doubled. He
opined that in the absence of aid, exports were the lone

criterior to finznce the import needs of India.

Eumar (1979) reviewed the performance of agricul-
fural exporis during 1976-77 and 1977-78, which included
study of tea, fruits and vegetables, rice, tobacco, sugar,
spices and cotton. He indicated that agricultural exports

accounted for 42 per cent of total exports, the figure
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would be higher if jute mapufactueses and textiles were
to be inclunded,

The suthor opined that the exports of agricultural
products had been under constant review so that shortage
of essential commodities in agricultural sector might aot
hit the domestic consumers. It was due to thig reason
that some of the items falling in the cstegory of eseential
commodities had shown ipndefinite trend in exports. Depend-
ing upon the domestic requirements, with poliey instruments

exports of these items were regulated.

He stressed the need to process some of the export
inerease the
items which would employ domestic labour snd/value of the
product. He pointed out to the lack of proper storage and
transportation facilities which led to loss of quality.
The author maintained that in order to improve India's

image abroad, it was necessary to go for better packaging

and proper deliveries.

Anonymous (1980) emphasized the need to create
larger export surpluses in order to finance the growing
import bill, To dovetajl this need, policies had been
changed from Plen to Plar. Despite these efforts the

exports folloved a zig-zag pattern over the decades, The
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author attributed this instability to competitive condi-
tions in the international market and level of businsas
activity abroad and the extent of the pull of the domestio

denand.

The study revealed that during the Sixties exports
registered a 3 per cent growth while 1t averaged 6 per
cent during the Seventies. However, in the concluding
years of the Seventies this tempo was notmaintained.
Imports too maintained an upward trend, because of the

hike in oil prices.

Rao (1980} studied the performance of various export
items both in terms of value and volume. He reported that
there was substantial growth in exports of sugar, iron and

steel, vegetables and food products.

Discussing unit value realized by Indian agricul-
tural export items, he indicated that unit value index of
all exporis rose at an annual average rate of 10,61 per
cent during the period 1970-71 to 1976-77. This was due
to increased unit values of sugar, groundnut, tobacco,
splees, tea, coffee, jute and cotton textiles as & result
of world commodity boom of 1973-74 and 1974-75, On the
other hand, unit values of fish and fish preperations,

cashew kernels, coffee showed an increased in later years.



He concluded that ag & regult of inerease in the
quantum and uwnit values, the overall earninga from exports
rose from B.1535 crores in 1970-71 to R.5146 crores in

t376-77, an annual average increage of 21 per cent.

Agarwal et al. (1982) emphasized the low bargaining
power of the developing countries in respeet of their
exports as well as imports, which adversely affected their
balance of trade. The authors concentrated mainly on
commodities such as suger, tobacco, tea, coffee, groundmut
and jute. They attempted to study the production and
pattern of exports of these commodities., Using time series
data framthe period 1960-1978, they computed correlation
co-efficient to determine the relationship between level
of domestic output and exports of agricultural commodities.
There were wide fluctuations in production and exports of
agricnlfural commodities over time which according to the
authors adversely affected India's credibility as a depen-

dable supplier in the international market.

It wag also observed that during the years of low
domestic production the percentage share of exports in

total production of the commodity went up substantially

and adversely affected the interests of domestic consumers.

The study revealed that there was 8 positive and significant



growth trend in production in the cases of coffee, tea
and tobacco, while quantity exported was positive and
aignificant only in the cases of coffee and tobacco.
The correlation co-efficient between quantity exported
and domestic production was positive and significant in

case of coffee, while in others it was not significant.

The authors suggested stabilization of production
and buffer stock operation which would in turn bring about

atability to India's export earnings,

Gill and Ghuman (1982) showed that in the post-
independent period the share of food and raw materials
in the export trade of India registered a decline while
that of manufactured and semi-manufactiured items had

gone up.

The analysis of trend in nine export items revealed
that their share declined from 33,9 per cent during Third
Plan to 19.4 per cent during the Fifth Plan. Three commodi~
ties namely raw cotton, raw wool and animal hairs, hides
and skins declined in their importance. This decline waes
attributed to use of these items as raw materials by the
domestic industries such as cotton textiles, woollen and

leather industries. Exports of unmanufactured tobacco

was stable.



Among other items coffee mlone improved its share
while the rest, viz., tea, cashew kernels showed a decline.
The authors indlcated corrective policy messures such as
increasged productivity in agriculfmral secbor, market

surveys ete., to lmprove forelgn exchange reserves.

Leela and Sarma {1982) analysed trends in the princi~
pal exports of Indla in terms of value and volume, They also

computed compound growth rates of principal exports for the

period 1970-72 to 1979-80.

The results of trend analysis showed that jute

panufactures, tea and cotion fabrics increased in terms af

value, while in terms of quantity cotton alone increased.

Among others, alwost all commodities studied

increased in value while in terms of quantity, only tobacco,
e and fish and fish preparetions increased.

0il cakes, coffe

alysis showed that

The results of growid rate an
on all other items pad a positive grovth

but for rew cott

rate.

/ K. Mukherjee (1982) analysing tne composition of
/1 exportis, underlined the fact that about 70 ver cent of
j o
" curreat Indisn pxports were contributed ®¥ agrzculvuAal



commodities directly and indirectly. In the context of
inoreasing ogricultural exports the author underlined

some of the faotors which inhibited this expansion.

They were inelasticity of demand for primary products,
limited supply possibilities due to low productivity,
ooppetition among the countries supplying primary products,
receasion, increesed protectionism . in the developed

countries and competition from substitutes.)

Another factor which made the author express
concern was decreasing unit values of export items. This
again frustrated objective of achieving economic growth

through export expansion in agricultural commodities.

\\frasad and Pal (1982) computed the relative shares
of different agricultural commodities in India's exports
and observed that the contribution of agriculfural commo~
dities to total exports was declining in recent years.

The authors suggested poliecy measures to increase produc-

tion in these items since domestic market was competing

with the export sector.\\

Prased et al. (1982) attempted to examine the contri-
bution of agricultural commodities to India‘s foreign trade,

commodity composition of exports and imports and share of



exports in production. They also suggested policy measurea

for the expansion of agricultursl exports,

Despite noticing decline in the share of agricul-
tural exports in total exports, the authors opined that
agricultural exports were of crucial importance, Studying
the share of exports in relation to production between
1960~61 and 1979-80, they obgerved an increasing trend in
the cases of sugar, tobacco and coffee and reverse trend

in the cases of tea, jute and cotten.

Eabra (1983) opined that in the absence of foreign
aid, limited competitive ability of semi-manufactured and
manufactured items in international merkets and limited
flow of foreign currency from non-resident nationals
working abroad, export earning from agricultnral sector
becomes crucial. He cautioned the policy makers that if
these export items were relied upon for long time, it may
bring about chenges in eropping pattern which would in
turn lead to growing of commercial crops instead of staple
food crops. Thus, he stressed the need to evolve a balance

between production for export market and domestic market,

Eeshav (1983) made an attempt to analyse the balance

of payménts.with a sectoral approach. The study highlighted



the nature and magnitude of fluctwations in India‘s
balance of payments caused by the trade in agrieultural
producis and imports, Besldes this, a detailed analysis
of trends in export and import of agricultural commodities

wag done,

i Anonymous (1985) studied the pattern of India's
trade both commoditywise and destinetionwise and reported
that over the past thirty years the pattern had remained
more or less the same, To substantiate this argument, the
share of different countries in India's imports and exports
vwere anelysed, which showed that 45 per cent of India's
exporte were concentrated among five countries while 60~64

per cent of imports came from eleven countries.

It was concluded that, stagnant concentration of
India's trade and not so encouraging trends in its exports
of traditional items called for an imperative need to
diversify both the crigin and destination pattern along
with diversifying its production for exports and making
export products competitive in terms of both price and

quality.'\
1
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III. METHODOLOGY

In this chapter, a brief description of the proce-
dure for selection of commodities for the study, scurce of

data and method of analysis are presented.

Selection of commodities

Agriculture, being a broad sector, includes z host
of sub-gsectors, namely, crop production, horticulture,
livestock ete. Necessarily, products from these sectors
enter India's foreign trade, For the sake of clarity,
here are given the definitions of agricultural imports

and agricultural exports,

Agricultural imports are defined to include the

following items:

i. Cereals and cereal preparations
1i.  Vepetables and fruits
iii. Cocoe and spices

iv.  Dairy products, eggs and honey

v, Fish and fish preparations

vi, Raw cotton

vii. Rav jute

viii. Raw wool



ix.

xi.
xii,

xiii,

011 seeds including oil nuts and kernels
Fixed vegetable 0ils - (non-essential oils)
Egsential oils

Fertilizers crude and manufectured

a) Agricultural machinery and implements

b) Tractors (other than steam)

Agricultural exports comprise the following items:

i.
ii.
1ii.
iv,
v,
vi.
vii.
viii.

ix.

xi.

xii.

Tea

Coffee

Spices

Suger (excluding molasses)

Vegetables and fruits (including cashew mut)
Figh and fish preparations

Raw cotton

Raw wool

0ii1 cakes

Fixed vegetable oils (vegetable oils
non-essential)

Essential olls

Pobacco ~ unmanufactured

Whenever the terms, agricultural imports and or

agricultural exports are mentioned, in the text, it comnotes

the sum of items mentioned above in the respectiva category.
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In the context of limited time and other resources,
study of all items in both the categorles is a stupendous
task, Hence, it was decided to restrict the study to
selected agricultural commodities, selection being based
on the relative share of an ltem in sgricultural imports

or agricultural exports, in terms of value, over the years.

The above criterion resulted in the selection of

following items: "

Agricultural imports Agricultural exports

i} Cereals and cereal prepara- i} Tea
tions

Coffee
ii) Dairy products

Spices
ii) Vegetables and fruits

)
)
iv) Vegetables and fruits
iv) Raw cotton )

Fish and fish
v) Raw jute

preparationa
vi) Fixed vegetable oils vi) Sugar excluding molasses
rii) Fertilizer crude and vii) Tobaceco -~ unmanufac-
manufactured tured
1i1) a. Agricultural machinery viii) Rew cotton

and implemenis

ix) 0il cakes
b. Tractors other than

steam x) Pixed vegetable oils

o e e = e oW e e o wm ow - e o e o o m e o e o

. ,
Different items within each individuwal group for the
years 1972 and 1982 are given in quendix 1V,
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Source of data

The data for the present study were obtained from

two sources. They were:

1) Monthly statistics of Foreign Trade of India,
Volume I and Volume II, published by the Director General
of Commercial Intelligence and Statistics, Calcutta -
provides date on India's imports and exporte at a disaggre-
gative level. Even though these publications are published
since 1957, the author had access only to the issues
published since 1968. Therefore, an alternative source
of data was resorted to obtain the data for the previous

years i.e. from 1950-51 onwards.

ii) Basic statistics releting to the Indian economy
published by the Central Statistical Organization, which
gives dats on foreign trade -of India from 1950-51 onwards.
These documented data on foreign trade were in turn
obtained from the same source, i.e., 0ffice of the

Director General of Commercial Intelligence and Statistics,

Ministry of Commerce, Calcutta.

After cross examination, it was found that the data

from the two sources were in confirmity with each other.

Thus, from these wo sources, 8 homogeneous time series



data for the period stretehing from 1950-51 to 1981-82

was obtained.

Pariod of study and claasification

The study was oonfined to the period 1950-51 to
1981-82 covering thirtytwo years for which date were
available. The study period was divided into two sud-

periods.

i. The period between 1950~51 to 1965-66 - Period I
ii. The period between 1967~68 to 1981-82 - Period II

The basis for division was devaluation of Indian
Rupee on the 6th of June 1966, due to this reason compa-
rison of value of imports or exports becomes erroneous.
Therefore, twe growih functions were exclusively fitted

for each commodity studied.

The direction of trade of inmdividual item was
studied for the period 1968-69 to 1981-82. The period

could not be extended back due to paucity of data in the

required form.

Value of imports or exports - as dependent variable
for measuring growth:

Measurement of growth of imports or eprrts would

e more appropriate and meaningful in terms of quantity.



But, for the following inconsistencies, it wag decided

to go for growth function in value terma.

i)} Many commodities 8elected for the atudy were a
conbination of heterogenous items, Thus, sggregation of
quantifies of different items of the commodify groups

becomes erroneous.

11} Even if an entire group comprises of a single
commodity, verticle apecialization over the years makes
comparison of quantity meaningless or erronsous. Because
the form in which a commodity is exported varies from year
to year. A particular commedity is exported in a particular
form in one year. But technological breakthrough invades
and results in verticle specialization and the item may

.be processed further which otherwise would have been
exported in the form as it was done in the previous year.
These two forms caunot be considered as a single item and

compared over the years.

Congidering the sbove discrepencies, it was decided
to use import/export value as the dependent variable for
fitting growth function, despite the fact that the values
contain priceeffect in addition to quantua effect. In the

absence ofknnropriate price deflaters current prices were

considered, This, however, is & drawback of the present

analysis.



Methods c¢f analysis

To asseps the growth of seleoted agricultural
commodities which figure in India's foreign trade, separate
growih rates were computed for value of imports or exports
for different items for the two periods indicated above,
The type of growth function fitted was compound growth

function, The procedure of computation is detailed below:

Compound growth rates

Suppose we have a variable increassing at approxi-
pmately a constant rate of 100 r per cent pef unit of time
‘t', assuming that the effect of disturbances is propor-

tional to the trend value of Yt’ we can write:

o= Y, gt v, e (1)
¥here,

Y

u

Value of imports or exports of a partieular item,

5
1

o = 1 1in the base year (intercept)

t = Time {in years)
Vt = Error term
B=14+1

Where r is the constant rate of growth to be

estimated,



Taking natural logarithm on both sides in (1) we

get, log T, = log Yo+ (log B) t + log Vo eeenn (2)

Let log Yt = Qt
t = xt

log Yo =8
logB =b
log Vt = vt

Then equation (2) may be written as,

Qt =a+bh Xt +V, cvees (3)

We obtained the values onb and B using the above
definition -
Value of 'r' is obtained as follows:

log B=b
B = anti log (natural) b
B=1+r

and r=B-1

To obtain percentage of annual compound rate of

growth the value of 'p' is multiplied by 100, Using the

equation (3) compound growth rates vere computed for the

time series data on value of different import and export

items.



Simple tabular analysis was employed to study

the other objectives,

Limpitations of the study

1.

The study does not involve all the items that come
under agriculture sector., Commodities which became
important items of external trade in the last few
years of the study have not been included., This
has, necessarily, brought about compositional

changes,

Since the value of the various items of external
trade at current prices is comsidered, it subsumes

inflation both global and internal,

Choice of the growth function is questionable
8ince in all cases this may not provide the best
fit and also the assumption of constant anmual

growth is not sound,

14
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IV. RESULTS

Results of the study are presented in two sections,
Seoction I includes sgricultural imports while Seetion II
depicts agricultural exports. In both the sections, first,
the results of the growth analysis and direction of trade
in individual items are presented, followaed by a note on
growth composition and direction of agricultural imports

and agricultural exports respectively.

Section I: Agricultural imports

i) Cereals and cereal preparations:

This item constitutes in value terms a sizeable
portion in India's agricultural imports. The relative
share of cereal and cereal preparation in total imports,
during Period-I (1950-51 to 1965-66) ranged between 5.94
per cent (in 1956-57) and 65.28 per cent (in 1965-66).
The range was about the same during Period-II (1967-68

to 1981-82), This alone speaks of the importance of
this item.

Plan average import values of selected agricultural
commodities along with per cent inereases over the respec—

tive previous Plans are presented in Table 1. It is clear
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from this table that the import value of cereal and cereal
preparations was on an increesing trend, during the first
three Five Year Plans (which happens to be the Period-1).
In the Firat Plan, the import value averaged i,109,09
crores which increased marginally in the Second Plan.

It further increased to %.206.59 crores in the Third Plan,

an increase of 77.8! per cent over the Second Plan average,

Period-I (1950-51 to 1965~66) could easily be
divided into two (see Fig.1) between 1951-52 to 1956-57,
period during which cereal imports were on a declining
trend and reached 2 minimum of ®.8.16 crores in 1956-57
and the second, from 1957~58 till 1465-66 in which import

value was increasing and highly fluctuating (see Appendix 1}.

On the whole, the import value of cereal and cereal
preparations grev st a compound rate of 6.16 per cent per
annum which was significant at 0.1 probability level

(Table 2).

The import value averaged &.501.93 crores during
the annusl Plans and fell by 53,81 per cent in the Pourth
Plan, But there was & phenomenal increase in cereal

importe in the Fifth Plan, in vhich import value was

k.638.9 crores. In the vemaining three years, average
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Table 2. Exponential growth rates of selected agricuvlturs)

commodities - imports

Pertodel Period-T1
Coumodities (1950-51 to '65~66) (1967-68 to 1981-82)
In {1+r) % C.G.R. In {1+1) % C.G.R.
Cereal and cereal 0.0598 6,16 N3 -0,0448 -4.%8 NS
preperations (0.05) (0.055)
Deiry products 0.0216 2.18 NS 0.1779 19,47 »*
(0.017) (0.017)
Vegetables and 0.0359 3.65 0.0437 4,46 **
fruits {0.009) (0,009}
Raw cotton ~0.0383 -3.75 NS  ~0.3685 -30.82 *
(0.019) 0,135
Raw jute -0,023%3 -2.350 NS 0.0206 2,08 NS
(0.082) (0.183)
Fixed vegetable 0.0052 0.52 N8 0.332 39,37 *+
oils {(0.016) {0,054)
Fertilize?s crude 0.1736 18.96 ** 0.1451% 15,61 #+
and manufactured {0.0386). (0.027)
Ba) Agril,mzchinery 0.0002 0.02 N8 -0.1015 =9.65%*
and implements (0.06%) (0.0%32)
b) Tractors other 0.0243 2,46 N5 -0.163%2 ~15,06 **
than steam (0.014) (0.046)
Agricultural 0.03t9 3.24 N8 0.0927 9,71 **
imports (0.02) (0.022)

ote:

Figures in parasptheses indicate Standard Errors

**  Dignificant at 1 per cent probability level
*  Significant at § per cent probability level
NS5: Non-significant



value of imports fell by 71.13 per cent cver the Pifth
Plan average (Table 1),

3imilar to the First period, in the Second period
too the import value declined in the initial years till
1972-73, from %,518.2 crores in 1967-68 to %,80,79 crores
in 1972-73. But in the next few years import value rose
unchecked and the maximum was &.1342.79 crores in 1975-76.
Then onwards the import value followed an irregular path,
it was B.347.16 crores in 1981-82. These fluctuations are

depicted in Figure 1.

Period~II recorded a negative compound growth rate
in the import value of cereals and cereal preparations
(-4.38 per cent per annum) which was non-significant

(Table 2).

Direction:

A masjor portion of cereal and cereal preparation
imports into India originated from the United States of
America. The relative share of imports from the United
States of America in the total cereal and cereal prepara-

tion imports into India was 63.85 per cent in 1966-69,

came down to 14.43 per cent in 1972-73 end again shotupto 99
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Per cent in 1979-80. Similarly, the value of tereal imports

from U.S.A. too varied.

Canada was the other important source for India‘s
imports of cereal and cereal preparations, whose ghare
ranged between 15 per cent in 1968~69 and 0.03 per cent in

1981-82. Value of imports too declined over the years.

Other countries from which India imported cereal

and cereal preparations were Australias, Burma, Nepal and

Thailand.

I1I. Dairy products

The average value of dairy products vas &.8.25
crores in the Firgt Plan which rose to #.9,28 crores in
the Second Plan. But there was a marginal decline of
2.45 per cent in the dairy product imports in the Third
Plan (Table 1)}. The maximum import of dairy products in
Period-I was during 1956-57 and 1957-58 in which it was

fs.13.14 crores and k,13.13 crores respectively.

The annual fluctuations in the value of dairy
product imports can be read clearly from Figure 2. Import
value dropped initially and then started increasing. But

in the second half of Period-II it followed a zig-zag pattern.
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The growth analysis showed that the dairy product
imports increased at an annual compound rate of 2.18 per
cent which was non-signifiocant (Table 2) indicating high

degree of inter year varistions.

The import value of deiry producta averaged
k.17.27 crores during the three Annual Plans, btut fell
warginally in the Fourth Plan, There was phehomenal
increase in the average import value of dairy products in
the Fifth Plan and the period between 1979-80 to 1981-82
in vhich it was &.%9,71 crores and &,70.86 crores, an
increase of 137,76 per cent and 202.23 per cent over the
Fourth Plan average and the Fifth Plan average respec-

tively (Table 1).

Over the years, the dairy product import value
was on an increasing trend. In 1967-68 it was &.14.23
crores which increased to &.169,00 crores by 1981-82.

(Appendix I). This is clearly shown in the Fisure 2.

The import value of dairy products increased at
an annual compound rate of 19,47 per cent which was signi-

ficant at 1 per cent level of probability.

Direction:

The United States was the maior suvolier of dairy

el
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products to India, In 1968-69 in which dairy producte
imports from this country smounted to B,6.34 crores
(accounting for 42.46 per cent of total dairy product
imports in that year) and increased to &.14,29 crores

in 1981-82 (but the per cent share in total dairy products
imports declined). 8imilarly imports from Fewzealand in

1968~69 was of high order which declined over the years.

On the other hand, the imports of dairy products
from European Economic Community had risen considerably
vwhich ia indicated by the tremendous increase in the value
of dairy product imports from Belgium, Demmark, Prance,
Vest Germany and Netherlands (Table 4). The share of
these countries in the total dairy product lmports in

1968-69 was 24.01 per cent.

iii, Vegetables and fruits

The average import value of vegetables and fruits
was &.15,99 crores in the First Plan which was oh an
increasing trend till the end of the Third Plan. The
percentage incresse was paximus in the Second Plan (19.07)
over the First Plan average. Ihe percentaze increase in

the Third Plan over the Second Plan was marginal {Table !}.

Vegetable apd fruit imports in value terms increased

throughout during the period 1930-31 = 196566, In 1950-31,



India imported vegetables and fruits worth %.9.51 crores,
the same had risen to %.22,91 crores by 1965-66 (Appendix 1)
regintering an annual oompound growth rate of 3.65 per cent

which was aignificant at 1 per cent level,

Period-IT also recorded a continuous increase in
the average import value of vegetables and fruits, It was
B5.%8.61 crores in the Annual Plana, and increased to
5.70.86 crores in the period between 1979-80 to 1981-82,
The percentage increases over the resapective previous
Plans hovered around 25 (Table 1). The import value thus
registered a compound growth rate of 4.46 per cent per
annum, which was significant at 1 per cent probability

level,
Direction:

Panzania, over the years, has continued to be the
major supplier of vegetables and fruits to'India, its
share in the total value of imports of this group being
28.15 per cent in 1968-69, followed by Afghanisthan with
b.6.36 crores worth of supplies accounting for 13,71 per
cent of total import value of vegetables and fruits. This
was followed by Irag, Iran and Kenya. It may however be
noted that other Bast African countries together accounted

for the bulk of supplies in 1968-69 which declined there-

after.
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IV. Rav cotton

Raw cotton was an important item of import during

Period-I eventhough it declined in the recent years.

Raw cotton imports in the First Plan averaged
R, 76.84 crores and fell sharply by 36.63 per cent in the
Second Plan, But it again rose in the Third Plan to

k.54,56 crores,

The value of imports showed a strong declining
trend till 1958-59, But then onwards, eventhough it had
a mild inereasing trend, there were year to year fluctuwa-

tions, which is clearly manifested in Figure 1.

On the whole, the raw cotton imports during the
Period~l recorded & megative compound growth rate which
vas (-) 3.75 per cent statistically significant at 10 per
cent probability level.

India's imports of raw cotton averaged k.76.55
erores during the Annual Plans which increased by 14,41
per cent in the Fifth Plen period. Then onwards the
import were on a strong declining trend. The average
imports value was &.,3.97 crores in the period 1979-80 to
1981-82 which was a decline of 95.16 per cent over the
Fifth Plan averaze (Table 1), *

BN
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Strong cyclical variations in the value of raw

cotton imporis ocould be observed in Period-II, The import

value increased in the beginning five years but declined

in the next four years. It was quite high during 1976-77

and 1977~78 and in the remaining years the import values

were comparatively very low (Appendix I and Figure 3).

Rav cotton imports declined steeply in Period-II.

The grovth rate was negative (-30.8 per cent per annum)

which was significant at 5 per cent probability level.
Direction:

The major source of raw cotton import to India
was Sudan whose share in total cotton imports varied
considerably, The import value which was %,20.89 crores
increased to ®.44.84 crores in 1972-73% but decreased in
1974-75 to %,4.69 crores, Other countries which had
considerable share in Indian raw cotton imporis were
U.A.R., . 7,8.4A,, - U,5.8.R. and Pakistan. In 1981-
82, Pakistan supplied the entire raw cotton requirement
of India valued at &,11.82 crores (Table 6). In the

recent years there has been a trend in India to procure

her supplies of raw cotton from fewer number of countries.

Hhu
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V. Raw_jute

The values of raw jute imports in the initial years
of Period-I were of & high order compared to the later years.
The First Pian average was &.26,.15 crores which successively
declined in the next two Plan perioda. It wae &.4.62 crores
in the Third Plan (Table 1), The snnual import value too
declined over the yeara., In 1951-52 the imports amounted
to %.67.67 crores, which declined to‘h.5.60 erores in 1965~
66, (See Figure 3 and Appendix I).

Period-l recorded & negative annual growth in the
import value of rew jute (-2.3 per cent) which was however

statistically not significant.

Period-II (1967-68 to 1981~-82) was fraught with
year to year variation in raw jute imports. The period
could be divided based on the trend into three periods.
The first two were between 1968-69 to 1971-72 and 1973-74
to 1977-78, which showed a declining trend. In the third
period, 1977-78 to 1981-82 the imports were irregular
(See Appendix I and Fig.3).

The growth analysis showed that the import value
grev at a compound rate of 2,08 per cent per annum which

however, was statistically not significant (Table 2).
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The average import value which was k,10.54 crores
during the three Anmual Plans fell sharply by 72,36 per
cent in the Fourth Plan, Average imports were slightly
higher in the Fifth Plan but again fell sharply to k.1.63

crores in the last three years of the study (Table 1),

Direction:

In the year 1968-69 raw jute imports into India
originated mainly from Singapore, the relative share of
which was 79.66 per cent. In 1970-71, Yepal was the sole
supplisr. During the period 1972~73 to 1976-77 Bangladesh
was the major source of raw jute accounting for 92.48 per
‘cent, 100 per cent and 84,24 per cent respectively, Since
1978-79, Nepal re~entered the Indian market and supplied

the entire raw jute reaquirement of Indie (Table 7).

VI. TPirxed vegetables (veg. oil non-essential)

This item was not an important item of import during
the period 1950-51 to 1965-66, relative sharewise. But by
the end of Seventies it had assumed importance and its

relative share was around 30 per cent of fotal agriculiural

imports.

The import value of fized vegetable oils averaged



()")

%.5.78 crores in the First Plan ang dropped to &.4,25 crores
in the Second Plan but rose to k.5.44 corres in the Third
Plen (Table 1),

From 1950-51 to 1955-56, fixed vegetable o0il imports
were on an increasing trend (k.3.34 crores to %.6.56 crores)
but fell to %.3,33 crores, in rest of the years it fluctuated
(P1g.1).

In Period-I, the growth in fixed vegetable oil
imports was pegligible. The arnual rate of compound growth

wag 0.52 per cent which was not statistically significant.

The import value of fixed vegetable 0il was on an
increasing trend throughout Period-II., During the Apmmal
Plans, the average import value was b.12.43 crores, and
increased to %.28.18 crores in the Fourth Plan. There was
a phenomenal increase in the import of this item in the
Fifth Plan.valued at k.275,42 crores accounting for ar
increase of 877.2 per cent over the Fourth Plan imports.
In the rest of the years too, the import of this item

increased, to k,615.08 crores (Table 1).

There were year to year fluctuation in the vegetable

0il imports till 1974~75 but then onwards it rose Spectia-

cularly (Appendix I).



The import value of this item grew at a compound
rate of 39,37 per cent per annum which was statistically

sisnificant at 1 per cent level of probability (Table 2).

Direction:

The fixed vegetable oil imports into India came
peinly from Brazil, Canada, Malaysia and U.S.£. The
value of imports from U.S,A. increased from &.9.49 crores
in 1968-69 to &.204.2% crores in 1980-81, while the rela-
tive ghare of U.S.A. declined considerably over the years
from 98.09 per cent in 1968-69 to about 12 per cent in
1981-82 (Table 8).

Imports from Malaysia increased considerably from
a mere B,14.79 lakhs in 1968-69 to &.206.46 crores in
1981-82 repregenting an increase in the share of that
country in Indian imports of fizxed vegetable oils from
1.52 per cent %o 33,02 per cent., Brazil, however, has
emerged as a major supplier of this commodity since 1976~
77 and imports from this country to Indis eccounted for

nearly 38 per cent of the total value of imports of this
Oilo

Eventhough, the value of imports from Canada had

gone up, its relative share was almost étagnant.

b
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VII. Fertilizers - crude and manufactured

Fertilirzer imports maintained a low profile in the
Fifties decade which is indicated by the low relative
share. It may be noted that out of the total agricultural
imports of ®.265.37 crores fertilizer imports accounted
for barely %.3,%5 crores representing 1.3 per cent of the
value of agricultural imports. It may however be mnoted
that in the recent years fertilizer imports in value terms
has been the major agricultural commodity imported, next
only to fized vegetable oils,

The First Plan average value of fertilizer imports
wag k,3,35 crores per annum, and increased increased to
k.10.71 orores and &,%2.1 crores during the Second and

Third Plan periods respectively (Table 1).

It is interesting to note that the value of ferti-
lizer imports in 1950-51 was &.12.35 crores and it declined
continuously till 1954-55 to &.1.79 crores. But then
onwards it maintained an increasing tremd till the last

year of the Third Plan (see Appendiz I).

In Period-I, the fertilizer imports increased at

an annual compound rate of 18,37 per cent which was statis-

|

tically significant at 1 per cert probability ‘level (Table 2



During the Anmual Plans, the import value of
fertilizers averaged ®.1%4.53 crores which declined by
20,8 per cent in the Fourth Plan period, but rose specta-
cularly during the Fifth Plan and the remaining years,
during which the values were ®.382.34 crores and k.584.85
crores respectively. The percentage increase was maximum
(258.84) in the Fifth Plan over the Fourth Plen average
(Table 1), This is endorsed by an increasing trend over
the years during Period-II (Figure 1). As a result, the
import of fertilizers increased at a compound rate of
15.61 per cent annually, which was statistically signifi-

cant at 1 per cent probability (Table 2).

Direction:

14 is clear from Table 9 that India obtained major

portion of her fertilizer imports from U.S.4. The imports

from U.S.A. were worth &,91.32 crores (60.15 per cert) in
1968-69 which fell to k.18.34 crores in 1970-71, The
importe increased over the remaining years and were

5.195,61 crores and &,146.82 crores during 1980-81 and

1081-82 respectively. Eventhough the value of fertilizer

imports from the U.S, bad risen, the relative share had

gone down,



i

*WTLUI OgiY
Yaes 0 adoiy JUST JduG

SLACUWL LUST L ygrisyg  Loe

DRLVTPNT Swosyguedud Ul

sgoddt
ISLETIFLZ
=%0L

*v*sA
eFsuasg
BTUBRROY

PUBTOg
SPULTIIYTIN
0995830
uopaof
vzdap
Agvrl
‘39td
g'qo
spueury

FITAFUOCY

20T LELRS 05" GLICL CSTFELLY o099 0Z-3198Y% 99790101} o4 LbelL 00*EsLSt
{9 v} (gp°p) \vets) (59°6) L£8°8) (Pe*S) (gL-s) W9tE;
L8 €ESs2 [FRSS 744 Z6"6Gid 2572602 L G62Y (434124 102 ab* sy
{6L"¥2) (vL-ge) (96°12) (Leet) (IS (c8°62) {(96*%2) (54709
YP-zasyL 68719S64 9L YPO6 £6°0vae Lz 51¢8 62" 6205 90 PEBI 59°2C16
WLSTG) (£3°0) (¥8°0) {92-0) (19°0) YN Y
1€°6LS L¥"LO9 ITAF 24 at-gs - - IEAR 14 19°61
VBETY s (L2°%) (2979 W20°6) (ge+4) (6v°¥) (g£-£) \gg°9)
0L"EL9 30" AGEL 8L LELE 2575561 92°0LG2 vS°¥SY 2o"6be zgch
vi9tt) LSTC) (s8°8) (92-L) ve* 1) (12°9) 9" 1)
- rrigl 12 c1st 10"5261 QL 285 09° 421 £9°94¥ 6L 6hZ
{2s-2at) (61°6) OE°YL) Le+o) {(€o0"2) (oz°2) (pi ) (02-0)
LETLLPL 10°5849 £ETLE9 £vriLe 66886 |Z°CE2 ae"boc L6 0%
(L8°¢) (L1-¢€) (09°£) {06°¢<) {Se- 1) (81°¥) eto)
gL*2622 zy-zace - GL-oaL 80" 006 ¢ LE"92t L*LOE 292t
(95-5) Livte) (L2 (gu-2) (6% (9z-1) Gty (gs7¥)
Ly vEge ov*L2ZE 5L cett oL 8PP Ly-e6¢ee 207 LY Lo~ze8 98" %Z9
- 12°90) {pe2) (£5° %) (L8-2tL) (21°L) (£9°¥) (9¢75)
(1A 19751 Yg e L& 186 95° 6529 Ze6lL [4=2l:114 Letvie
59°8) (tL=6) [@E144 (55> (tz-9) £ (£9°2)
01 2ect GETeLLY VETBYSH ve“aso 1610 09 kLl Be Lol -
(BY-e1) <56°8) {L97L) (g&-L) G1g-9) (£0°9) (vL29) (eLls)
LG 1OPL Z9T0LL9 LN (-2~ 1} ve* LPov [YAREY:} LL"G6V £2 894
(9v1) {057 1) YYASY] (c1b) (g8°1) (Lpo<) org) Amnnmwm
oLt 453 9z LLi} SL VoL LG 968 Lo c68 ¥B 0GE ZO*BZE 63
. e P . . . - (6L )
(vEe"8) LLE) 2v"4) %6e2°€) (g9-£) (20*€4) Lot :
¢v-Grzs 957 v39g ‘sorrize £V POL 9L°26L1) y1 918t gL Log vLo el
Z6~1861 18-0861 EL-2LEL LL~9L6 GL~¥Lb1L cL-2Lé ) LL-0L61 69-39vi
WG AQAPL @ fonlep
HOF1pel1lC - (POANISBINUDN pUE @PAII) SIPLFITIASL JO 3zoday “6 PTavL



Indie has been obtaining her tertilizer supplies
from a number of countriee, the major ones being U.3.4.,
Netherland, F.R.G. and Canada together accounting for

over 55% of total value of imports in the recent years,

The fertilizer imports from Japan were valued at
B.8.14 erores (5.36 per cent) in 1968-69 and increased
to &.62.59 crores (12.87 per cent) in 1974-75, But then
onwards both the value of imports and the relative share

declined considerably.

VIII. &a. Agricultural maechinery and implements

The average import value of these items during
the First Plan was &.3.56 crores which dropped to .79.4
lakhs in the Second Plan - 2 decline of 77,73 per cent,
which however, increased to %.4,83 crores in the Third

Plan {Pabie 1}.

A perusal of annual import data (Appendix 1} of
agricultural machinery and implements, shows that it
folloved a declining path £ill 195960 but increased in

the remaining yeers of Period-I.

The growth rate in the import value of this iten

vas 0.02 per cent per anma vhich was not statistically

significant.

!
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In Period-II, the import value was on a atrong
declining trend, It was B,13,69 crores in 1967-68
deelined to %.2.71 crores in 1979-80. Of course at
times, spurte in import value were evident. This pheno-
mena is further substantiated by the ever declining plan
period averages. In the three Annual Plan years, average
imports amounted {. k.13.39 crores which dropped by 12.06
per cent in the next Plan period, The imports further
declined during the Fifth Plan period and the period
between 1979-80 to 1981-82 to k.6.09 crores and &.3.07

crores respectively (Table 1).

The compound rate of decline in Period-IT (-15.06
per cent per annum) vhich was statistically significant at

1 per cent level of probability (Table 2),

b. Tractors other then steam

The average import value (Table 1) of this item
durinz the first Plan was %,3.76 crores which increased
t111 the Third Plan (k.5.45 crores) an increase of

13.37 per cent over the Second Plan average.

The annual import of this item fluctuated heavily
in Period-I (Appendix I and Fig.2). On an average tractor

amports registered a compound anmual growth rate of 2.46



[

per cent in Period-l which was significant at 1 per cent
level (Table 1) of probability.

The value of tractor imports averaged ®,7.27 crores
during the three Annual Plans which increased by 77.94 per
cent in the Fourth Plan. But in the Pifth Plan and the
remaining three years of the study the average declined
considerably. The everage value of imports during the
last three years was %.3.07 crores - a decline of 49.53
per cent aver the Fifth Plan (Table 1) (See Pig.2).

The grovwth analysis revealed that in Period-II,
the value of tractor imports declined at a compound rate
of ~15.06 per cent per annum which was significant at 1

per cent probability level (Table 2).

Direction (both A and B)

The major countries from which tractors were
imported to India were West Germany, Japan, Poland,

Roumaniz, ©.K., U.S.4. and U.5.58.R. (Table 10).

The value of imports from 0zechaoslovakia, Poland,
Roumania and Yugoslavia had gone down over the years.
Similarly, the imports from U.K., U.3.4, end U.3.8.R.

the major sources of imports of the group too declined
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congsiderably over the years. The Federal Republic of

Germany has been the major supplier accounting for over
32 per cent of the value of tracter imports followed by

U.8.4. (12 per cent), U.K, (11 per cent), Netherland ang

Japan with about 10 per cent each.

Agricultural importe

Growth

The average value of agricultural imports in the
First Plan vas %,265.37 crores (Table 1) which dropped in
the Second Plan to %.23%8,98 crores ~ a decrease of 9.96
per cent. But the average value increased during the

Third Plan (%.362.35 crores).

The annual import value of agricultural items are
plotted on a graph {Fig.4), which indicates that, it shot
up considerably in 1951-52 but declined in the next five
years (Appendix I). Then ounwards the import value mein-
tained an increasing trend till 1965-66 barring one or two

fluctuations in the middle years.

The compound growth rate of agricultural imporis

in Period~I was 3.24 per cent per anaum which was not

statistically sigmnificant.



During the Annual Plans, agricultural imports
averaped K.831.11 crores, declined by 31,18 per cent in
the Pourth Plan period, but it increased phenomenally in
the Fifth Plan to k.1545,20 crores - an increase of 170.16
per cent over the Fourth Plan average. There was s margin
incrense in the average egricultural import value during

the last three years of the study.

The annual fluctuations could be visualised from
Figure 4 (see alsoc Appendix 1), Period-II recorded &
copmpound growth rate of 9.71 per cent per annum which wes

significant at 1 per cent level of probability (Table 2}.

Composition of agricultural.tmgorts

Major items which comstitute agricultural imports
were cereal and cereal preparations, raw cotten, raw jute,
fixed vegstable oils, fertilizers crude and mamufactured
vegetables and fruits, dairy products and agricultural

machinery and implements and tractors {Table 11).

The relative share of cereals and cereal prepara-
tions in total agricultural imports wes 38.56 per cent in
1950-51 which dropped to 11.13 per cent in 1955-56, Then
onwards, the relative share kept on ineressing until 19695~

66 when it was 65.28 per cent. 1In 1967-68, the relative

Yy

al
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share wag 59.89 per cent which further dropped to around
40 per cent in 197071, It again rose to 66.52 per cent

in 1975~76, 1In rest of the years, the relative share of
this item declined conesideravly,

The relative share of raw cotton was 39,17 per
cent in 1950-51 which steadily declined over the years
and in 1981-82 1t was just 0.6 per cent. Raw jute
imports which accounted for considerable share during the
First Plan gradually deélined over the years and the

imports were almost negligible in the ending years.

The share of fixed vegetable 0ils, which accounted
for just 1.29 per cent in 1950-51, remained around 3 per
cent till the early Beventies., But in the remaining years,
there was a phenomenal increase in the relative share of

fixed vegetable oils, which was around 40 per cent.

The import value of fertilizers {crude and manufac-
tured), the relative share of which was 4,8 per cent dropoed
in the subsequent yeers. But its relative share increased

from 1960-6) onwards and in 1981-82 it was 30,84 per cent.

The share of vegetables and fruits in total value

of agricultural imports was 3,69 per cent in 1950-51 which

incereased to 12,20 per cent in 1955-56 till 1975-T6 the



7

relative share of thie item 1n total agricultural imports

was almost stagnant, hovering around 3.5 per cent.

Dairy product imporis accounted for 1,97 per cent
of total value of agricultural imports, which increased
to 7.85 per cent in 1955-56. PFrom then onwards till 1975~
76 the relative share was of low order. In the concluding

year of the study the relative share was around 7 per cent.

Compared to other items the share of agricultural
machinery and implements and tractors were low. The shares

of both were higher in the Sixties decade.

Other commodities which India imported in smaller
amount were fish and figh preparations, cocoa and spices,
raw wool, o0il seeds and nuts and essential oils. The
share of each item was negligible and the total relative

share of all these items put fogether was around 5 per cent.
Direction:

The U.S. has been the major supplier of agricul-
tural items to India. The value of agricultural imports
from this country amounted %o %.338.97 crores (48,60 per
cent) in 1968~69 which increased to k,467.02 crores

(24.32 per cent) in 1981-B2. The value of agricultural
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imports from Federal Republic of Germany, Belgium, France,
V.K. {B.E.C.) and Canada increased over the years conside-
rably, increasing their per cent share in total agricul-

tural imports into India.

Similarly, value of agricultural imports from

Australia and U.5.3.R. inocreased over the years,

Section II: Agricultural exports

i. Tesn

—

Tea is an important ditem of export from India. In
the First Plan, the average value of annual exports was
%5,106.57 crores which increased by 20.36 per cent in the
Second Plan. But in the Third Plan the average dropped
10 %.122.97 crores, a marginal decrease of 4,12 per cent

over the Second Plan (Table 13).

It is clear from Figure 5 {(Appendixz II) that the
tea exports fluctuated heavily in the peried 1950-51 to

1957-58 but later on it showed signs of stabilization.

In Period-II, which began with the Annual Plans,
the tez exports were on an increasing trend (Fig.5).
The average value of export was higher during the Annual

Plans than during the Fourth Plan. But it picked again
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Exponential growth rates of selected agricultural

Poriod-I1

(196768 to-1981-825

In (1+1r)

0.0925%
(0.015)

0.2022
(0.016)

0.1311
(0,015)

0.1093
(0.009)

0.0864
§0.011)

0.2092
(0.012)

0,151
(0,056)

0.1027
{0.0%1)

0.0777
(0.07)

0,0925
(0,022}

0.106
{0.04)

0.1254

Table {4.
commodities ~ Exports
Period-I
Commodities  —omm~emovsse—eorooe-
{1950-51 to 1965-66)
In (1+r) % C.G.R.
{. Tea 0,022 2.22 *
(0,008)
2. Coffee 0.1768 19,33 *%
(0,029)
3, Spices -0.0116 -1.15 NS
(0,022)
4, Vegetables and 0,0661 6.83 **
froits (0.006)
a) Cashew kernels 0.0728 T.55 *+
(0.00%)
5. Fish and fish 0.0426 4,35 *»
preparation (0.01)
6. Sugar excluding 0.2852 33.0 **
molasses (0.052)
7. Tobacco- 0.0339 J.44%%
unmanufactured {0,009)
8. Raw cofton -(,0001 0,01 N8
{0,022)
9. 0il cakes 0.5597 75,01 #*
(0.067)
0. Fized vegetableoils - 0,0787  -7,56 *
(0.031)
Agril. exports 0.0333 3.386 *#%
{0.005)

(0.012)

% C.0.
9.69
22,40
14.00
11.54
‘9.02
23.26
17.00
10,81
8.07

9.69
11.18

13.36

R.

*¥%

*%

*¥

*%

*4

NS

*¥

*3

Note: Figures in parantheses indicate Standard Brror
**  Significant at 1 per ¢ent probability level
Significant at 5 per cent probablllty level

*

NS Non-gignificant
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in the Fifth Plan, when it increased to %,%331,89 crores
{incrempe of 129,71 por cent) which further increased to
%,396,18 crores during the last three years of the study,
The value of exports of tea was maximum in the year 1977-78

{Appendix II).

The growth analysis revealed that, in Period-I
the tea export valune increased at a compound rate of 2,22
per cent per anpum which was statistically significent at
5 per cent level of probability, The same in Period-II
was 9.69 per cent per annum which was significant at 1 per

cent probability level{Table 14).

Direction:

U.8.8.R. and U.K, have been consistently the major
buyers of Indian tea accounting for over 60 per cent of
total tea export value from India in 1968-69 and over 53
per cent in 1981-82. While the relative shares of U.K.
declined thnt of U.7.3.R. increased considerably. Afghanis-
than, Federal Republic of Germeny, Iran, Iraq and Sudan
have also been more or legs stable market onutlets for Indian

tea. While the share of U.S.A. dwindled, that of Sudan

increased,

On the other hand, the relative share of exports

to U.K. in total fea exports declined over the years. The

-
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ghare was 48.85 per cent in 1968-69 and it declined to
18,7 per cent in 1981-82,

Tea exports to U.5,3.R. and the relative share
reristersd an inorease all along. The valus of which
was k.19.57 crores in 196B-69, increased to k.137.54
crores in 1981-82, The corresponding relative shares

were 12,38 per cent and %4.8 per cent.

ii) Coffee

Over the years the reputation of coffee as an
exchange earner has improved. This is indicated by the
average of export values furnished in Table 13, The
average export value, which was around k.2 crores in the
First Plan period increased consistently. The averages
during the Second and Third Plans were K.7.37 crores and
%.10.26 crores respectively, The ennual export values
during Period-I (1990-51 to 1965~66) endorse this trend

{Fiz.S and Appendix II).

The same trend continued in Peried-II also.
The averazge export value in the Annual Plans was k.17.32
crores which increased phenomenally in the next two Plan
periods. In the Fifth Plan the average was b.113.44

crores - an increzse of 295.61 per cent over the Fourth



Plan average. In the remaining years too it iﬂcreased
but the rete of increase was not so spectacular as in
the previous periods (see Figz.5), Of course in the

concluding years coffee sxports aho#ed & tendency

to fluctuate,

The compound growth rates of coffee export value
for the two periods are presented in Table 14, In
Period-I, it was 19.33 per cent and in Period-II, it vas
22.4 per cent per annum, both were statistically signifi-
cant at 1 per cent level of provability,

Direction:

(zechoslovakia, East Germany, U.5.4., U.5.5.R.
and Tugoslavia were the major markets for Indian coffee.
Eventhough the absolute value of exports to Czechoslovakia
and Yugoslavia increased, ?heir relative share came down

substantially,

The U.S. and U.5,5.R. absorb the major portion of
coffee exports from Indis. The exports to the U.5. were
valued at &.2.66 crores in 1968-69 which inereased to
&.54.66 crores in 1978-79 but dropped to &,31.01 crores
in 1981-82, Similarly, the relative share vas 14.85 per
cent in 1968~69 which increased o 37.94 rer ¢ent in

197870 but drar,ed £ 712 new cent in 1081-82,
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The exports of coffee to U.3.5.R. were worth
.5.33 crores in 1968-69. It incressed to k.80 crores

in 1980-81. Similarly, the relative share 8180 increaged

over the years,

Other countries to which Indie exported coffee
were Australia, West Germany, Italy, Japan, Kuwait,

Netherlands and United Kingdom,

1ii, BSpices

Spices are an important item of export from India,
During the Pirst Plan years, the average export value of
spices was %,18,23 crores, but dropped by 30 per cent in

the Second Plan (Table 13),

Similarly, the export value began at a higher level
but decreased till 1958-59 but again increased mildly over
the years till 1965-66 but for a decline in 1962-63

(Pig.5 and Appendix II).

The compound growth rate during Period-I was

negative but not statietically significant (Table 14)

The export value averaged %.27.17 crores during
the three annual plans which was on an increasing path

gince then. The increase (153.47 per cent) was zaximum

2
.



during the Fifth Plan over the Fourth Plan, During the
period between 1979-80 and 1981-82, the export value
averaged &,119.82 crores - an increase of 27,04 per cent

over the Fifth Plan average (Table 13).

Figure 5 {and Appendix II) indicate that the export
value of spicos wax on a strong increasing trend beiwesn

1967-68 and 1979-~80 but declined in the remaining years.

The export value of spices increased at an annual

compound rate of 14 per cent (significant et 1 per cent)
(Table 14).

Direction:

U.5.S.R, was the pajor market for the Indian spices
valued at &,4.53% crores in 1968-69, which increased till
1980-81 to &.26.51 crores, The relative share also

increased correspondingly.

The U,S, was the next important market, the exports
amounting to &,1.63 crores in 1968-69 which increased to
%.10.11 crores in 1974-75 but dropped to ®&.6.19 crores in

1976-77. In remeining years it declined.

Export of spices to Saudi Arabia followed a zig-zag

pattern. While the same to Fuwait was almost stagnant
(Table 18).
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iv. Vegetables and fruits

Vegetables and fruits constitute a gizeable portion
in agricultural exports from India, The average annual
value of exports was k,15.36 crores in the Firat Plan which
increased in the next two Plans, bhe averages being k.21,34
crores and k,30.78 crores in the Second and the Third Plan

pericds respectively (Table 13).

Despite year to year fluctuations, the export
value of this item maintsined a strong uptrend (see Fig,6)

during the first sixteen years of the study.

In Period-II, the vegetable and fruit exports
grew at an annual compound rate of 6.83 per cent which was

statistically significant at 1 per cent level,

During the three Annual Plans the average export
valae was ".62.57 crores which increased in rest of the
Plans too. However, the maximum increase of 100,38 per
cent over the previous period was observed in the Fifth

Plan in which the average value of exports was k.154.30

crores (Table 1%).

The anmual exvort values showed a tendency to
increase in Period-II also. However, a decrease was
clearly visible in 1778-7% 4n which the export value was

caws j:f AP ran ~aa W37

. Soang lrresdiglTT)
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On the whole, Period-IT recorded a statistically
sirmificant compound growth rate of 11.54 per cent ver
annump in vezetable and fruit export value (Table 14},
Cashev kernels is an imporiant item under the veseinbles
and fruits group, valued at %,8,55 erovres in 1950-51 which

inereased throughout the study period,

The period between 1967-68 and 1981-82 too saw a
continuous increase in the export value of cashew kernels.
The exports were valued at %.52.28 crores in 1967-68 and
rose uninterruptedly ti11 1977~78 to K.149,54 crores, but
dropped in the very next yesr to %.80.23% crores which

increased thereafter,

The compound growth rates in value of cashew
kernel export during the two periods were 7.55 per cent
and 9.05 per cent per annum and both were statistically

significant at 1 per cent level,

Direction:

a) Veegetables and fruits excluding cashew kernels

Kuwait, Malaysia, Sandi Arabia, U.A.E., U.K. and
U.2.8.R. vere the major markets for India's vemetables

and fruits (Table 18-a).
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The value of exports to Kuwait, Malaysia and U.K.
showed an increasing trend over the years, But their
relative share had declined congiderably. On the other
hand, the value of exporits to and the relative share of
Saudi Arabia, U.A.B. and U,3.5.R. had gone up, of which
the increase was éonspicuous in the case of U.5.3,R. from
k.0.5 crores in 1968-69 to k.21.78 crores in 1981-82,

Similarly, the relative share also improved,
b) Cashew kernels

Japan, the U.S. and U.S5.8.R. were the major

importers of Indian cashew kernel.

Bxports to Japen were worth about %.0,5 crores,
in 1968-69, but increased to k.12.14 crores in 1978-79,
However, it dropped in the next few years. The relative

share also moved accordingly (Table 18-b).

The cashew kernel exports to the U.S. had faced
vicissitudes and so had the relative share. The value
vas &,28.96 crores in 1968-69 which fell to &.19,01 crores
in 1974-75 but shot upto K.36.9 erores in 1976-T77 and

again it decreased in the remaining years of the study,

Over the years, the relative share and the value

of exports to U.S5.S.R. uptrended consistently. The
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relative share Increased from 31.56 per cent in 1968-69
to 70.08 per cent in 1981-82 and the corresponding export

values were 1.19.23 crores and K,127.2 crores,

V. Fish and fish preparations

The export value of fish and fish products
increased from %,2,46 crores in 1950-51 to k.6,08 crores
in 1965-66 (Appendix I1). But there wers quite a few
fluetuations in exports during this period which is
indicated by Figure 6.

Average export value of this item was %.3.94
crores in the First Plan and it increased in the next
Plen by 38.91 per cent, Again there was a marginal
increase in the exvort value of fish products in the Third

Plan over the Second Plan (Table 13).

In Period-I, the value of fish and fish prevara-
tions exports grew at a compound rate of 4.35 per cent
per annum which was statistically significant at 1 per

cent level of probability (Table 14).

During the Annual Plans, the average export value
vas &.19.54 crores which rose phenomenally in the next

three Plan periods, unlike the first three Plan neriods.
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However, maximum increage (222,8 per cent) was observed
during the Pifth Plan over the Fourth Plan averare, The
average export value in the last three years of the gtudy
was #%.249.88 crores - an increase of around 60 per cent

over the Fifth Plan average (Table 13).

Barring minor fluetuations, the export value
maintained an increesing trend throughout Period-I1
(F1g.6) and hence a compound growth rate of 23.26 per cent
per annum was observed, which was statistically significant

at 1 per cent level of probability (Table 14},

Direction

It is clear from Table 19 that Japan, U.K. and
the U.S. were the major importers of fish and fish prepa-

rations from India.

Exports to Japan were worth %,4,67 crores (20.61
per cent) in 1968-60 and increased to 5,106,987 (70,2¢ per
cent) in 1981-82, Similarly, value of exports to U.K.

increased.

Eventhough export of fish and fish rrevarations

to the U.S. had gone up from k.13.12 crores to ¥.32,74

crores, the relative ghare deteriorated considerably,
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VI, Jugsr {excluding molassesl

The value of sugar exports averaged %,1.3! crores
in the First Plan period which increased spectacularly in
the next two Plans and the average was %.18.76 crores in

the Third Plan (see Table 13),

Figure € indicates that during the first period
the export earnings from sugar was quite low and the
export value however, grew at a compound ennual rate of
3% per cent which was significaut stetigtically at 1 per

cent level (Tavle 14),

During the Annuel Plans the average value of
sugar exports was k,14.06 crores which increased till the
Pifth Plan when i% was %.223.7 crores per anmum. The
average in the last three years of the study dropped by

62.36 per cent over the Fifth Plan average {Table 13},

e

Figure 6 depicts the fluctuations in sugar expor:s
during the study period. The export value suffered minor
fluctuations between 1967-68 to 1973-74 which suddenly
ghot upto ®.475 crores in 1974-75 but declined in the
very next year to 5,150 crores. In the remaining years

too, it fluctuated heavily (Appendix IT).

[0
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In Period-IT, the value of sugar exports registered
an annual compound growth rate of 17,01 per cent which
was simnificent at a probability level of 5 per cent
{Table 14),

Direction:

Indonesia, Srilanka, U.K. and the U.5. were fthe

méjor markets for Indian sugar,

Only in 1974-75 did India export sugar to Indomesia
in which the export value was %,34,6 crores (10.18 per cent).
The value of exports and the relative share increased over
the years and in 1981-82, almost the entire sugar export

(99 per cent) was directed to tkis country alone,

In 1970-71 of the total sugar exports from India,
Srilanka sccounted for 24.22 per cent but in the following
years it fluctuated considerably, The exports to Srilanka

qere maximum in 1972-79, the value put at %,18.41 crores.

Exports to U.E. was erratic and the relative share
declined over the years. The value of exports to the
United States increased from k,7.89 crores in 1968-€9 to
1.25.77 crores in'1974-75, but declined considerably

thereafter. Similarly, the relative share also declined

(Table 20).
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VI1. Tobacoo - unmanufactured

Unmanufactured tobacco is an important item of
export from India, the average export value in the First
Plan being k,12.52 crores which increased t1ill the Third
Plan to k,19.41 crores (Table 13),

Yearwise export value of unmanufactured tobacco
are shown in the Figure 7, which indicate that it declined
glightly in the initial years (till 1955-56) but then
onwards it picked uwp and increased to %.24,4 crores in

1964-65 (Appendiz II),

The exvort value in Period-I rose at an snnual
compound growth rate of 3.44 per cent which was signifi-
cant at 1 per cent probability (Table 14).

Yeriod-II also witnessed an increase in the export
value of unmanufactured tobacco, During the Annual Plans
the average value was k.29.84 crores. Then onwards it
increased quite considerably as indicated by the percentase
increases over the respective previous Plans. The average

was %,143.86 crores in the last three years of the study
(Table 13 and Pig.7).

The compound growth rate in Period-IT was 10,81

per cent per annum which was statisticallv significany at

A

¢
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Direction:

The United Kingdon was main importer of Indian

unmanufactured tobacen, The export value had risen over

the yeara but the relative ghares decreased. The value,
which was at %.19.5 crores in 1968-69 increaged to B,43.34
crores in 1981-82, The corresponding relative shares

were 58.81 per cent and 21.1 per cent,

On the other hand, the value of exports of
unmanufactured tobacco to U.5.8.R. increased aover the
years from k,3.21 crores (9,61 per cent of total unmamufac-
tured tobacco exports from India)} in 1968-69 to %.69,01
crores {33.67 per cent) in 1981-82, Japan and Belgium
were next in importance with 4.06 and 1.28 per cent of
the total value of unmanmufactured tobaceo exports from

India.
VIII. Raw cotton

Raw cotton exports fluctuated heavily in Period-I
(see Fig,7) wherein it followed a zig-zag pattern without

following any pattern.

The Plan average, which to 8 larger extent irons

i 4 zerited
out the variations, did show signs of the above deseri
I 5 crores whioh

pattern. The Firét Plan averare was k. 16,4

N
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dropred by almost 30 per cent in the Second Plan but it
was stamnant in the Third Plan (Table /3), As a result
the compound growth rate in this period was 0,02 per cent

per annum which wng nat significant,

The export value averaged R.12.56 crores during
the Annual Plans and rose to %.20.34 crores in the Fourth
Plan., There was no change in the average value during
the Fifth Plan over the Fourth. But the last three years
of the study saw an increase of 350 per cent over the

Fifth Plan average (Table 13).

Figure 7 indicates that the value of raw cotton
exports was on an increasing trend till 1973-74 but ther
onwards 1t fluetuated violently. For ex. in 1977-78 it
was almost negligible but shot upto %,164.88 crores in

1980-81 and fell steeply in the very next year (Appendix II),

The compound ~rowth rate in Period-IT was 8.07
per cent per ennum which was not significant (Table 14)

because of year to year variations.
Direction:

Japan had 2 lion's share in the rav cotton exports
from India £i11 1978-79. The value of exports increased

|
from %.8,79 crores in 1968-69 %o %&.33.56 crores in 1978-79.
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The oorresponding relative shares were 78,8 per cent and

84,74 per cent.

Hongkong too had a coneiderable share in India’s

raw cotton exports since 1976-77.

U.5.5.R. was & late entrant, (as far as raw cotton
export from India are concerned), whose share increased
from 15,26 per cent in 1950-81 to 31,53 per cent in 1981~
82 but actual value of exports declined (Table 22).

IX. 0il cakes

Like fish and fish preparation, o0il cake is an
item of export which had shown spectacular growth over the
vears, The First Plan average export value was just
5.,1.37 erores but shot upto an aversge of %,31,64 crores

in the Third Plan (Table 13).

The averare during the Annual Flars was R, 48,32
erores which went upto %.130.93 crores in the Fifth Plan,
an increase of 70,2 per cent over the Fourth Plan average.
But the average during the last three years of the study
declined by 5.69 per cent over the Pifth Plan averasze.

It may however be noted that there was year to year

fluctuation in the exrort values (Figz, 7 and Appendix II).
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The export value increased t111 1973-T4 but dropped in
the next two years but in 1976-77. there was an unprece-
dented increase. Prom 1976-77 (during which the export

value wag at ils peak) it started decreasing.

The export value of oil cakes recorded a compound
zrowth rate of 75.01 per cent during Period-I., The same
in Period-II was 9,69 per cent per annum. Both the growth

rates were significant at i per cent level (Table 14).

Direction:

0il cake exports vere directed mainly to Czechoslo-
vakia, Japen, Netherlands, Paland, U.K, and U.S5.8.R,
{Table 23).

Poland, U.K., Czechoslovakia, U.S.5.R., Bungary
and Japan the major countries to which oll cakes were
exported from India., These countries together accounted
Tor 72 per cent of the total exports of oil cakes.
dowever, over the years oil cake exports to U.K., Hungary
have dwindled considerably while that to U.S5.3.R,, Poland,

Hetherlands and Czechoslovakia have increased considerably.

X. Fixed vesetable oils:

Thie is an item which has shown continuous decrease

t.oovilir ot exnorts, Plan average-wise, this commodity
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ranked second (next only to tea) in terms of total export
earnings in the First Plan, valued at &,21.88 crores which
fell in the next two plans. In the Third Plan, the export

value averaged %,10 crores (Table 13).

The export value decreased in Period-I at an anmal
compound rate of 7,56 per cent which was statistically

gignificant at 5 per cent level (Table 14),

The average export value during the anmal plans
vas k.6.16 erores which increased in the next two plans,
and in the Fifth Plan it was %,30.42 crores but dropped

in the next three years by 19.03 per cent (Table 13},

During the second period,the anmual export values
(Appendiz-II) showed an increasing trend till 1976-77 and
thereafter showed year to year fluctuations, The compound
growth rate in this period was 11.18 per cent which was

gignificent at 5 per cent level.

Direction:

In the beginning of the study period (1968-69)

U.S.S.R. (35.05 per cent), U.K, (31.03 per cent) Czekoslo-

vakia (12.60 per cent) were the major countries together

accounting for 76.69 per cent of total value of export
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of vegetable oils from India, However, over the years
exports of this item to these countries has been quite
negligible. It is noteworthy that Japan which was not
an imporfant market for vegetable oils from India has of
late emerged as a major importing country from India
accounting for over 55 per cent of the total export of
vegetable oils from India, Next in order comes U.¥,

accounting for about 9 per cent of India‘'s exports.

Agricultural exports:

Urnlike agriculturel imports, agricultural export
value was on a steadily increasing trend. This is indicated

by the average exports during the plans.

In the First Plan the average value of agricultural
exports was 5.209.58 crores which rose to %.235.22 crores
in the Second Plan which further inereased in the Third

Plan by 22,72 per cent (Table 13).

Not much variation was observed in the agricultural
exports over the years but for a mild increasing trend

throughout (Fig.4 and Appendix 11).

In Period-I, the value of agriculturel exports

registered a steady increase from B.177.75 crores in

1950-51 to %,281.14 crores in 1965-66 recordins an anmual
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frowth rate of 3.38 per cent which was significant at 1

per cent level,

The average export value during the Annual Plans
was k.412.31 crores, which increased from plan to plan,
but the rate of increase was maximm in the Fifth Plan
over the Fourth (153,76 per cent), In the last three
years of the study, the average export value was ,1647.46
crores which was an increase of 22,5 per cent over the

Fifth Plan average.

Throughout Period-II, the export value of agricul-
tural commodities kept on increasing, which was %.420.7
crores in 1968-69 increased to k,1658.18 crores in 1981~
82 (Fig.4 and Appendix-II). The export value grew in
Period-1I at a compound rate of 13.36 per cent per anmum

vhich was significant at 1 per cent level of probability

(Takle 14).

Composition of agricultural exports:

Major items which constitute the agricultural
exports from India were tea, coffee, spices, vegetables
and fruits, fish and fish preparations, sugar excluding
molasses, unmanufactured tobacco, raw cotton, oil cakes

and fized vegetable oils (Table 25).
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Tea was the moat important item among the agricul-
tural exports, Its share was 45.24 per cent in 195051
vwhich rose to 51,36 per cent in 1960-61 but declined then
onwards. It was minimum in 1975-76., Relative sharevise
tea was ranked top item of export but for two occasions

when the first place was occupied by oil cakes and sugar,

The relative share of coffee in 1950-51 was negli-
8ible tut it gradually improved over the years to around

10 per cent.

Eventhough the value of spices exports increased
over the years, its relative share in agricultural exvorts
declined substantially. Initially its share was 14.35 per
cent which decreased to around 6 per cent in 1981-82,
There vas a sudden decline in the relative share of spices
during the mid and late Fifties but increased slightly in

the Sixties. But never could it reach the original share

it had in 1950~51 and 1051-52,

The share of vegetables and fruits in agricultural

exports increased over the years. The relative share vas

7.17 per cent in 1950-51 and inereased to 14.25 per cent
in 1970-7% but dropped %o 9.79 per cent in 1975-76 and

again increased to 17.33 per cent in 1981-82.
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Fish and fish preparations were another group of
exports which rose from ashes, whose share wag Just 1.38
per cent in 1950-51 but kept on increasing and it was

16,9 per cent in 1981-82,

Like the value of its exports, the share of sugar
in agricultural exports fluctuated heavily, It was 0,21
per cent in 1950-51, increased slowly to 6.41 per cent in
1970-71 but dropped during the Pourth Plan years. But it
again shot up in 1975-76 in which year sugar was the top
export item accounting for 34.53 per cent of the fotal
value of agricultural exports from Indie in that year.
Iﬁ the remaining years it dropped again to around J per

cent.

The relative share of tobacco unmanufactured was
almost stagnant, hovering around 10 per cent. In 1950-51
it was 7.93 per cent which dropped to 4.5 per cent in 1955~
56. From 1955-56 onwards, till 1970-71 it w2s arouni 6.9

per cent, barring a few oceasions on which the share exceeded

the mark of 8 per cent.

There was considerable variation in the relative

ghere of raw cotton exports. 1t was 2,77 per cent in 1950~

51 and increased to 12.7 per cent in 1955-56 but drovoed

in the next thréa years to around 3 per cent. It increased
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again to 9.88 per cent in 1980-81 buti dropped to 2,19 per

cent in the very next year,

Like fish and fish preparation exports of oilcake
too aceounted for a bare minimum in 1950-51 which kept
on increasing till the end. By the Seventies it became a

major item in India's agricultural exports.

Pixed vegetable oils 1s one group of exports,

whose shere continuously declined over the years.

Direction:

India's agricultural exports were directed mainly
to four covntries namely, Japan, U.X,, U,5.A, and U,S3,S8.R.
together accounting for 63 per cent and 59 per cent of
total agricultural exports respectively in 1968-69 and

1981-82 (Table 26).

The value of agricultural exports to Japan which
was i5.22.04 crores in 1968-69 increased over the years
te %,238.84 crores in 1981-82, OSimilarly, the relative

share also increased.

Agricultural exports to U.K. and U.5.A. increased
till 1978-79 but dropped thereafter. Over the years their

shareg also declined.
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On the other hand, exports to U,S5.8.R, increased
over the years, In 1981-82, it was the major importer
of Indian agricultural items accounting for over 29 per
cent of agricultural exports from India. This was followed
by Japan aocounting for about k.239 crores or 14,40 per
cent of agricultural exports from India. U.K, and U.5.4.
came third and fourth major markets for agrioultural

exports from India, .

Other countries to which Indian agricultural commo-
dities were exported were Australia, Canede, Ozechoslovakia,

WVest Germany and Kuwait.
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V. DISCUSSION

In this chapter results presented in the previous

chapter are discussed,

Agricultural importa:

Agriculture is the main occupation for majority
of Indians, It would not be an exaggeration, if it is
said that they cannot produce enough food for themselves,
A discussion on the reasons for this is not the interest
of the present study, This inability to produce or aptly
putting the “"self insufficiency" has mede import of agri-

cultnral commodities imperdtive.

The theory of International Trade tells us with
authority that a country endowed with surplus labour, goes
for producing and exporting of .those items, production of
wrich involves intensive use of surplus resource - namely
labour and import those items whose production involves

intensive use of scarce resources - essentially capital.

It is a well established fact that India enjoys
surplus labour, taking for granted that there exists no
foetor price distortions. Moreover qualities of most of
“ne 1z2hwr in India is such that it is suitable to an
secunation, such as, agriculture - the sector known to

ER



Logically epeaking, India should have produced
egrioultural commodities in axcess of her requirement
end exported them. But the fact that, despite enjaing
neceasary agro-climatic conditions India imported vital
needs of life such as wage goods, raw materials like cotton
and jute, vegetable oils, ete., over the years, tempts

one to feel that the above argued logic is a myth and

far from reality.

Eventhough the above fact is disgruntling, one
can be complacent to the extent that the production of
agricultural commodities {e still at the mercy of monsoons
- a synonym for irregularity and hence beyond the control

of farmers.

Another problem which has hindred the process of
economic development is the ever growing populationm,
which require additional stocks of basic needs and the
demand for these items shoots up. vhen demand increzses
at a faster rate than the supply, prices naturally go up

and the much feared devil of inflation threatens to haunt.

If increasing population is one factor that
inereases demand, increasing incomes of majority of the
labour force is another. The economy, comzmitted to indus~

trinlination, inereased the investment in this sector, as
o oa , in
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a result of which, income of nany rose and they started
consuming mors of the basic needs. Hence, demand for the
basic amenities rose sharply widening the gap between

supply and demand,

Thus, the instability in produetion on one hand
and the ever increasing demand on the other created a
gap, which had to be bridged and the Government resorted

to importing them, as a short run curative measure.

Mere, vwhat is more important is the factors that
determine the size of imports. They are the actual gap
beiween demand and supply and the sources of imports along

with the terms and conditions.

Besides these two factors, there is one more
“actor, which is crucial partieularly in the case of
developing country like India, namely, the foreign
exchange reserves. The requirements of a developing
ration are ranifold and hence judicious management of
foreign exchange is imperative. Therefore, in India,
Government plays an important role in its foreign trade
and puts in an all out effort to restrict the imports to
available foreign exchange., Thus, imports into India are
determined by capacity to import rather than the propen-

sity to import as proposed by the classicists.

hl
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In this context the policy of "Import subatitution”
is meaningfyl, which has played a benign role in gafeguard-
ing the interests of domestic production front, eventhough
the effects of this policy are clearly visible in the

industrial sector.

Bventhough import substitution is effective in
case of many industrial products, the same could not be
extended to the basic raw materials and capital require-
ments of these industries. In this gense, agricultural
import items have better prospects to be substituted by
gearing up domestic production. In the last three decades,
the food grain production has tribbled and at present
Indians are proud of being "self-sufficient® in food
graine. But, this spectacular increase in production was
not smooth and at times there were serious shortages in
supply, Besidee this, demand too increased tremendously.
Ls a peasure to combat this imbrazlio India imported vast
quantities of food grainms, particularly wheat from the
U.S. under the PL-480 aid programme. Even during the
geventies when food grain production had risen consides

rably, the U.5. was the major source of cereal imports
for India.
Partition of India into Union of India and

Pakistan in 15947 resulted in serious imbalance in the
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economy and the nascent India had to rehabilitate the
victims of partition. The problem of food shortage was
tranaparent., The plannara recognised thia problem and
gave priority to agriculture in the First plan in terms
of investnent. Besides this positive stance, monsoons
too were favourable and food grain production increased,
This situation reduced the size of imports which declined
$i11 1956-57 (Fig.1). But the average import value rose
nerginally in the Second Plan which further increased
during the Third Plan. The reason for this increasing
trend was the outbreak of two wars and a series of crop

failures due to drought.

Hence, value of cereal imports registered a
compound growth rate of 6.16 per cent per anmmum in Period-I.
But a study by Ghosh (1971) indicated that the import
value of cereal and cereal preparations declined. This is
because of the fact that the study related to the period
extended upte 1969-70, durins which period the imports

declined possibly due to the impact of the Green Revolution.

The droughts of 1965-66 and 1966-67 had thelr
impact even in 1967-68 and cereals import value was

%.518.2 crores. The remaining two year of the Simties

oy

caw A spectacular transition in Indian agriculture - a



result of High Yielding Variety Programme. Therefore,
food grain production increased mubstantially obviating

the need for higher imports, during the Fourth Plan years.

In the Fifth Plan, there wes an enormoua increase
in ceresel imports, in which the average ross by 175.39
per cent over the Fourth Plan imports. This was dus to
inereased quantum of imports to meet the domeetic demand
and to maintein sufficient buffer stocks. In the last
three years of the etudy,importe declined and so had the
compound rate in Period-II (-4,38 per cent).

Agriculture was the priority sector in the First
Plan in which many irrigation projects were initizted and
infrastructural facilities were developed to increase
domestie production of agricultural inputs. Bui these
had a long gestation period. Moreover, importance shifted
to industrial sector in the Second and Third Flans. Hence,

agriculture did not fare well as expected, which is to

some extent indicated by increased cereal imports.

Besides, there were no dynamic programmes which

could reach the farmers and improve the cultivation

methods. Also, Indian agriculture is known for its tech-

nical backwardness as jndiceted by use of lov yielding

loeal varieties, low fertilizer consumption and’ poor
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mechenigation, As a consequence toial production and the
average yields were far below those in the advanced countries,
Tt wos due to this reason thet the fertilizer imports were

of low order in Pericd-I. But in the last years of the

Phird Flan fertilizer imports increaged since the High
Yielding Variety Prosramme was about to begin (Fig.1) and
therefore it registered an annual compound growth rate of

18.96 per cent (Table 2) in Period-II,

The efforts put in by the Government in terms of
irrigation projects, improved agricultural extension
services and releese of hybrid and high yielding varieties
bore fruits by the turn of the Sixties. Therefore demand
for chemical fertilizers increased spontaneously. On the
other hend domestic production suffered due to freguent
pover cuts, lack of raw materials and labour unrest which
prevented capacity utilization, Heunce, it was thought
prover ta import fertilizers in order to augment the

supplies. Tharefore import value increased over the years.

another factor responsible for increase in the
import value of fertilizers was rapid increase in the

vrices of peiroleum products.

Frow 1977-78 onwards fertilizer became a major

item of imports relegating cereal imports to lower



position. (Fixed vegetable o0ils' importance suddenly grew

to height which can be seen from Figure 1).

One thing is clear from the above analysis., Op
one hand cereal imports showdd a declining trend but on
the other hand fertilizer imports have grown enormously.
If one claims that cereal imports have been effectively
substituted with domestic production 1t is mot so,
Inetead of foodgrains, fertilizer an essential input had
been imported. Another way of putting this is instead
of importing the final products, epare parts are imported
but are assembled locally, as done in many industries
{e.g. T.V.) even though thé situation may not be a
perfect match. Of course, there is room for complacency
since production of food grains involves not merely
fertilizers but many other vital resources at the nation's

disposal, whose productivities too have increased during

the period.

As indicated earlier, poor mechanization is another
problem. Even the planners thought that it would be wiser
to have native tools and implements instead of mechanizing
with improved ones. The Planning Commission observed that
"the spall size of holdings, the absence of avenues of

employpent other than agriculture, shoriage of fusl oils



and iron and steel are factors which militate against the
use of tractors in this country for cultivation on substa-
ntial scale and by and large, Indian agriculture will
continue to depend upon animal power for a long time to
come" (First FYP, GOI, PC). Therefore, import value of
these items were low, But agricultural developmental

and hybridization programmes called for improved agricul-
tural machinery and implements which had to be imported.
Despite this, the import value recorded a low rate of

growth (0,02 per cent per annum),

In Period~II, this item registered a negative
growth rate of 9.65 per cent which might be attributed
to i) increased domestic production of suitable imple~
ments, ii) unsuitability of imported equipments to
Indian field conditions iii) non-availability of apare

parts and services.

Similarly, tractors import value recorded a
positive growth rate in Period-I but it was negative in
Period-I1, which vwas mainly due to i) increase in domest%c
production of tractors over the years, i1) decreasing
demand as a result of apprehension of ceiling on land

holdines and involvement of heavy investment,



Import markets for these items were highly
concentrated, The U.3, hed major share in cereal grain
end fertilizer imports. Since India obtained cereal
grains under PL-480, it ig logical to expect U,S.h. to
have a major share, Next to U.5.4., Canada was a major

supplier of wheat to India, while rice came from Jouth

Best Asian countries.

The agricultural machinery and implements were
mostly imported from Czechoslovakia, Japan, Poland,

Roumania, U,$.8.R. and Yugoslavia,

Raw cotton and raw jute were the major raw
materials imported into India, These two crops were
affected most by the partition. As a result of which
major cotton and jute growing sreas went to the then
Bast Pakistan and the related industrial establishment
were in the Union of India. Besides, there were frequent
monsonic upsets which hampered production. These factors
necessitated import of raw cotton and raw jute in order
to safegnard the interests of the two industries.
Therefore, the import values of the two items were of
high order in the esrly fifties (Fig.3). But in the
subsequent years, these imports were substituted by

domestic production and import values dropped. Hence,

13y
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both the commodities regletered negative growth rates

{-3.75 per cent and -2.3 per cent). In Period~I import

of these two items were governed by fluctuetions in domestic
production which is clearly indicated in Fig,3, (since

the two curves are of similar shape but for difference in

magnitude),

However, the pattern of the two curves of raw cotton
and raw jute in Period-II (Pig.3) is not the same as it was
in Period-I indicating change in the factors that govern
size of imports. If instability in domestic production
during Period-1 made imports imperative it was increasing
domestic demand that was responsible for variations in

import of these two itemsin pevied-T

Raw cotton imports followed a aig-zag pattern.
It was valued at k.113.38 crores in 1969~70 but fell in
the next six year, During 1976-77 and 1977-78 the import
value increased because India obtained raw cotton from
the U.S. under commodity assistance programme, But in
the following years there was a precipitous decline in
the raw cotton imports and was a mere %,2 lakhs in 1980-
81. Hence, a moderate base and very low imports in the
last few years resulted in a negative growth rate (-30,82

per cent). In this period imports were largely a function

of domesiic derand,



On the other hand raw Jute importe registered a
compound growth rate of 2,08 per cent, But annual import
values (Appendix~I) indicate a year to yesr fluctuations.
Ti11 the penultimate year of the Fourth Plan 1t deelined,
desplte a gap between domestic demand and supply, as s
congequence prices of raw jute increased. In the last
few years imports declined., Hence the growth rate was

not significant eventhough positive indicating yearly

fluctuations,

There were frequent changes in the mources of
raw cotton and rav jute imports besides being concentrated.
Rew cotton was supplied by Sudan and U.A.R. i1l 1974-75
but in 1981-82 Pakistan supplied the entire quantity,
During the intermediary years, it originated from the
U.5.

Singapore was the major supplier of raw jute
$i11 1970-71. 1In the next few years, almost the entire
imports came from Bangladesh. But in the last two yeare
Nepal was the major supplier. Thus, 1t can be inferred
that the imﬁort parkets for these two items are highly

concentrated,

Fixed vegetable oils - & heterogeneous group

including edible and non-edible oils, such as, goyabean
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oil, cotton seed oil, rape colza oil, linseed oil, caasfor
0il and palm 0il, was an import item of minor importance
in Period~I. In this period, there was instability in
0il aeed production, which had to be supplemented through
imported oils, This is indicated by yearly fluctuations

in the oil import value (Appendix-I),

Even in Period-II, import value of fixed vegetable
oil was of low order till 1975-76. But later it grew at
an alarming rate and this item became a very important
item of agricultural imports. This is due to repid increase
in the domestic demand for edible and non-edible oils,
Also, the developmant of soap, detergent and varnishes
industries added to the already growing demand. In order
to increase the domestic supplies, Government decided to
import them channelizing through the State Trading Corpo-
ration. These 0ils were imported mostly from U.S. and
Canada under aid programmes, Therefore, this item
registered a growth rate of 39,37 per cent per annum in
this period (Fig.1). Besides, the U,S. and Canada,
Yalaysia and Brazil were the countries from which Indie

imported vegetable oils.

Vegetables and fruits and dairy products were the

other two items of import,
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The vegetables and fruits group includes both
fresh and processed fruits and vegetables which are either
not produced or produced in lower quantities and thus
cannot match domestic demand. The various items under
this group are given in Appendix-IV, These items have
higher income elasticities and hence the size of imports
is determined by domestic demand, which has increased
over the years and so is the value of imports (3.65 per

cent and 4.46 per cent).

Raw cashewnut is an important item under this
group. The import of raw cashewnut had risen over the
years, in order to meet the processing requirements of
cashew industry. But in the late 3eventies, the imports
had come down mainly due to setting up of processing units
and other infrastructural facilities in some African
countries from which India imported raw nuts for proce-
sging. Moreover, China had effectively eroded India's

position by offering better prices for raw puts in these

countries.

The above fact is confirmed by the absence of

imports from East African countries and substantial

&ecrease in imports from Tanzania. The remaining items

vere obtained mostly from Afghanisthan, Iran, Iraq etec.
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It 1s a well known fact that the per capita
availability of milk and milk products in India is very
low when compared to any developed country. Despite
having largest cattle population in the world, milk
productivity in India is very low. The reasons are aged
and uneconomic bovine stock, in .ability to produce milk
(they are suitable for draft purposes). Physiological
factors like late maturity and parturition, delayed
oestrue cycle further incapacitate the female stock
from becoming more productive and finally death rate

among the young stock is high,

Tue to all these reasons production eould not
match demand and imports had to be resorted to, In
Period-I, dairy product imports fluctuated heavily (Fig.2)
vhich might be due to the fact that based on the exchange
reserves, the size of the imports were decided besides,

variation in domestic production,

But in Period~II, the Government of India was
well determined to improve the supply situations and the
nutritional status of an average citizen. Therefore
programme such as operation Flood I and II were launched
end dairy products were imported on a large scale from

E.E.C. 2nd U.5.A, vnder air programmes. Therefore, the
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dairy producte import value reglatered s bighly significant
compound growth rate of 19,47 per cent,

This suggests the need for further intensive and
concerted efforts within the country to incresse production
of milk and other dairy products to meet internal demand

and thus save foreign exchange.

1t is clesr from the sbove analysis that there
were changee in the composition of mgricultural imports.
While some items were declining in importance a few others
had grown, Ceieala, cotton and jute items were the major
imports in Period-I but they declined in Period-II,
Fertilizer and vegetable oil imports maintained a low
profile in Period-I but grew substantislly in Period-II.
Similarly, dairy product and vegetable and fruit groups’

share also were on an increaging trend.

Most of the agricultural imports originated from
U.S. Foodgrains, cotton and jute, fixed vegetable oils
and fertilizers - all these items were imported from this

country, since there were tied to various aid progranmes.

Moreover the direction depends on the political

relations than the economic considerations. In this regard,
imports from U.5.S.R. had risen. Other sources of imports

were B.E.C. and some Fast Furopean countriss,
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hgricultural exports:

Agricultural commodities form an important compo-
nent in the Indian export mix, In the wake of restricted
ability to trade the semi-manufactured and menufactured
items in the international markets, agricultural exports
assume paramount importance as foreign exchenge earners.

If it is said that the agricultural items are better traded,
it is Just & comparative assessment and does not mean that

it is free from problems.

Problems of agricultural exports are multi~dimen-
tional. It begins with problems of production, processing,
storage, marketing, quality control, increasing costs,
competition from substitutes and fluctwating demand in the
foreign parkets. Besides these problems, ever growing
domestic demand pulled down the exports of many items and
the Government had to use its iron hand in restricting the

exports to deviate them to the domestic market.

Despite these considerations the value of agricul~
tural exports rose at a compound anmual rate of 3.38 per
cent in Period-I. In Period-II, the compound growth rate
vas higher (13,36 per cent) which may be attributed to
improvement in the unit values of meny items and increase

in the quantum of exports of coffee, fish products and oil



cakes, As a result, the value of exporis increaged from

B.420 crores in 1967-68 to 5, 1658 crores by 1981-82,

There were changes in the composition of agricul-
tural exports, In the Fifties tee was the major foreimm
exchange earner which continued to be 80, till the end of
the study period. But its relative share in total agri~
cultural exports decreased considerably. On the other
hend, items 1ike fish products and o1l cake exports were
negligible in the Fifties but rose to prominence in the
Seventies and by the turn of the Seventies these two were
major items of export. Coffee was another item whose share
improved. But share of raw cotton and sugar fluctuated
heavily., Fixed vegetable olls group was an export item

whose share decreased substantially over the years,

It is a known fact that increase or decrease in
the value of exports of a commodity is the result of two

variables i) chenges in quantity exported ii) and changes

in the unit prices. As indicated in the Methodology chapter,

vertical summation of quantities of different forms of

export of same item is erroneous. So, to meke them a

gingle, homogeneous group, construction of indices is the

only way out, Again, indjces cannot be coaputed for a

longer period (1ike one in the present study) becaunze in
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the export sector, being a dynamic one, changes are bound
to occur, The form in which an item is exported may
undergo chanres to such an extent that the two cannot be
taken as of the same form, Moreover disaggregatsd data

is available only after 1957. Therefore, the Dirsctor
General of Commercial Intelligence and Statistics in their
publication have given the quantum and unit values indices
with two bases i,s, 1958 and 1968. Eventhough the entire
period is not considered, it gives a clear cut idea of
increase or decrease in real terms. Therefore these have
been made use in discussing the variations in export

values (Appendix III-a and III-b).

The agricultural exports could easily be divided
into two categories, viz., food and non-food. The former
includes tea, coffee, spices, vegetables and fruits, fish
products and sugar. All these items excepting spices
registered positive growth rates in Period-I. Tea, the
major foreign exchange earner during the entire thirty
year period, was the item with lowest growth rate of
2.22 per cent, Ghosh (1971) too observed a stagnation

in the value of tea exports, in the period 1950-51 to
1968-69.

3
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India has the pride of being the largest producer,
consumer and exporter of tea, Production of tea increased
substantially over the years, This was mainly due to
increase in productivity which rose from 8 quintals per
hectare in 1950 to 14.5 quintals in 1981, The total produc-
tion increased from 275 million kgs te 570 million kgs.
Despite this brilliant performance on the production fromt,
the growth in exports was not encouraging. Looking at the
indices we can make out that tea exports in real terms
declined over the years in Perjod-I (Appendix III-a),

This is further substantiated by decreasing export-production
ratio which was well over TO per cent in 1950 dropped to
37 per cent in 1981, This is mainly due to increased

domestic consumption.

Secondly, without an international consensus,
world tea production went up to such an extent that the
supply outwitted the demand resulting in frequent price
fluctuations, making export of tea a risky venture. At
the same time, domestic demand for Yea increased at a

faster rete and domestic market served as a safe and

profitable alternative.

Inspite of all these factors, tea export value

' ¥ whirh i3
grew at a faster rate from 1974-75 onvarls, vich is
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wainly due to increase in the unit values (Appendix~III-b),
which is a oongequence of rapid increase in the prioces of
coffee in the world market (thus increasing the demand for

the substitute - tea).

Coffee, the other beverage item, has bright future
in the years to come as a foreign exchange earner, Coffee
production too had increased over the last three decades
which is due to increased productivity. In this regard,
the services of the Coffee Board is commendable which has
provided timely input supplies, credii and marketing
facilities. Also, it has brought about stability in the

prices offered to the coffee plantation owners.

Increased production of coffee resulted in increased
expertable surpluses. The increasing quantum of ezports
led to increasing export earnings despite a decline in the
unit values of coffee in the world market. The gquantum
index (with 1958-100) increased to 178 im 1965-66
(4ppendix 1TI<a) vwhereas the unit value index did not
cross the base year mark but for 1965-66 with just 101,
Therefore, the entire growth in the export value was due
to increased quantum of exports which had offset the negative
effect of declining prices and brought about a positive
growth in export value of coffee. These resulis are in

confirmitr with fhe findints of izarwal et al. (1982).



Other than increasing production, the international
coffee council of 1968 and the succeseive agreements between
the exporting and importing countries brought about etabi-
11ty in the world coffee prices which helped in coffee
export expansion in Indiz, Also, frequent revision of
the annual quota for Indie under eircumstances of rieing
vorld coffee prices and the decision of the International
Coffee Council to do away with the distinetion between
quota and non-quota countries added further impetus to

coffee exports.

As a result of increased quantity and unit prices
(Appendix III-b) export value grev at a commendable rate
of 22.04 per cent per annum. The pace of growth was
faster from 1975-76 onwards which was due {o increased
quantum of exports, because of a series of crop failures
in Brazil - a major producer of coffee, an advantage for

Indian Coffee, ®was exploited.

There was a major shift in the direction of tea

and coffee exports from India, wherein U.9.8.R. emerged

ag the major market for these two items while Ipdia lost

tey ground in U.K. market., This may be attributed to

improved political relations.
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Indla is endowed with diversified agro-climatic
conditions which makes dwrenjoy comparative advantage in
the production and export of a variety of spices. The
various items under this group are given in Appendix-IVb,

of which pepper and cerdamom are important ones.

Over the years, pepper production has suffered =
lot because of lack of improved variety and its susmcepti-
bility to wilt disease. Therefore, there has been insta-

bility in production.

Cardamom, another important item under the spices
group too faced serious snags in production. Since 'Katte’
a viral disease destroyed the entire crop which lead to
decreased production. Also, area under this crop fluctuated
due to this disease. Hence, exports were affected by
variations in production. These fwo facfors put together
account for major portion of the changes in spices export
value, Thus, the variation in production resulted in
declining quantum of exports., Besides, there were serious
marketing malpractices which brought down the prices. As
a consequence of all these factors the export value of
spices registered a negative growth rate. This is in
conformity with the results obtained by Kamaladevi (1964),
wko stndied export performance of agricultural commodities

Porias %% period 1949-50 to 1960-61,
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Period-II saw an appreciable growth in the spices
export value, Thie was due to improvement in both quantity
and unit prices of different spices items, Besides,
various commodity boarde were set up which succeeded in
improving the productior and marketing facilities. Therefore,
the spices export value grew at a compound rate of 14,06

per cent per annum,

In order to improve the spices exports, effactive
implementation of the recommendation given by the research
findings of Export Potential Survey ie necessary (DaCosta,

1968) .

There was 2 change in the direction of spices
exports, in which the Fast Buropean couniries emerged as
the major markets for Indian spices at the cost of the
United States. If India can increase production of spices
maintaining quality there is no dearth for foreign markets
{1ike USA and the Middle East where spices consunption is
increasing) and can effectively increase the export
earnin-s from Spices. Vegetables and fruits, fish and
fish preparations and sugar excluding molasses are the

other three items under food exportis.

In both the periods, the value of vegetable and

fruit exvorts had grown. In Period-I the compound growth



rate was 6.83 per cent while in Period-II it waes 11,54

per cent.

Growth in the value of exports of this item was
due to incremse in both quantity of exports and unit
prices of the various items in the group. This is indi-
cated by increase in the quantum and unit value indices
(Appendix IIZa & b). Increase in the unit values was
more pronounced which brought home more and more foreigm
exchange. Since the foreign demand is elastic to income
changes, sluggishness, if any, in exports of vegetables

and fruits is due only to fluctuating production,

The share of India in the world vegetable and
fruit market is meagre. The export potential survey
conducted by Indian Institute of Poreign Trade indicated
that opportunities for expanding the market are vast.

The study pointed out the problems of production, storage,

processing, etc. and suggested measures for improvement.

Cashev kernel is an important item in the vegetable
and fruit export group, Its share in total vegetadble and
fruit export value ranged betﬁeen 54 per cent and 84 per
cent. The value of cashew sxports increased in both the

periods and whenever there was an increase in cashew

141)
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exports, vegetable and fruit export value too rose consi-
derably (Table 14 and Appendix TI). Similar trend was

obgerved in a atudy on agricultural exports by Rao {1980).

But in the last few years of the atudy cashew
exports suffered due to low turn aut in the processing
industry. Beceuse the processing industry, whose require-~
ments are more than domestic production, depended on the
imported puts from Kenya, Mozambique and Tanzania. 0f
late these countries have developed necessary infrastruc-
ture and transporf facilities to carry out processing of
rav nuts. Besides this there is growing competition from
China, Thus, a decline in raw nut imports with fluctua-
ting domestic production has reduced the quantum of

exports.

There was a major change in the direction of
vegetable and fruit exports wherein U.X. lost to U.S.5.R.

and value of exports to Malaysia and Singapore had doubled.

Fish and fish preparations are a nev item of
exports whose share in agricultural exports was meagre in
the Fifties but increased over the years and grew to

prominence.

£ this item was of very lo¥

o low quantum of exports.

The export value 0

order, which was mainly due t
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The quantum index {1958=100) was below 100 t1l1 1965-66
vhereas unit value index showed an increase. The low
quantum of exports was due to low production or fish
catoh, which was in turn a result of lack of scientifie

methods and tools.

But in Period-II, the value of exports increased
at a phenomenal rate which was mainly due to increase in
the quantity exported, This was due to effective imple-
mentation of Fisheries Development Programme from Third
Plan onwards. The results of these programmes could be
observed from Annual Plan period end thereafter. The
developmental efforts included incorporation of techmolo-
gical innovations in fishing, use of sophisticated vessels
and trawleras, expansion of facilities like fishing harbours,
shore facilities. These factors increased the fish catch
leaving enough surplus for exports., Also, strict quality
control measures were effected which increased demand for
Indian fish products. As a result, the value of exports

increased at a rate of 23,26 per cent per annum.

India is yet to exploit fully the long coastal lines
and inland waters for fish production. In the wake of
increasing demand for fish products in foreisn markets

where consumers are finicky about their food hebits, it
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Would be advantageous if India can Fear up fish production

and export more,

Major importers of Indian fish producte were
mostly the developsd countries like Japan, UK. and U.9.4.

Exports to Japan had rigen tremendously.

Sugar (excluding molasses) is enother {tem of food
exporta which has seen vicissitudea in the last three
decades. The velue of exporta was %,38 lakhs in 1950-51
which increased to &,21,42 crores in 1964-65. The interval
sa¥ heavy fluctuation in sugar exports. But because of the
very low base it recorded a compound growth rate of 33 per

cent (Fig.1).

In Period-II also, there were fluctmations in both
quantity and value of exports. The value of exports grew
at a compound rate of 17.01 per cent per amnum., The major
reason for heavy fluctuation is variations in domestic

production which in turn is due to adverse monscons and

dwinaling ares under the crop. At times sugarcane was used

to produce gur instead of sugar because of the price

differential,

The open competition in the international market

for sugar has made export of sugar from India risky. This
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18 indioated by yeer to year chanres in the direction of
trade. Under these circumstances, it would be better if
India can enter into bilateral agreements and increase
sugar exporta. Moreover, there is quota regtriction
under the International Sugar Agency based on the previous
year's production., Hence, the fluctuating production in
India has made it difficult to bargain in International

Sugar Agency,

Besgides, there is competition from sugarbeet which
is claimed to be of superior quality thus reducing the

demand for cane sugar.

The category of non-food agricultural exports
include unmanufactured tobacco, raw cotton, o0il cakes and
fized vegetable o0ils, of which the last item i.e., fized
vegetable oils, alone declined in Period-I. But in

Period-II the export value of all the four items increased.

Tobacco (unmanufactured), is an important tradi~
tional item of exports. The export value of this item
increased consistently during Period-I at 3.44 per cent
per annum, The quantity of exports which decreased in
the initial years picked up later on and contributed consi-

derably to.the increased export earnings, In Period-II, it
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increased at a fagter rate of 10.81 per cent per annum,
The export value which was around #.34.85 croree increased
to R.204.93 crores in 1981-82, The uniy value which was
B.6.29 per kg in 1967-68 increased to &.19.89 per kg by
1981-82,

Relative stability in export prices accompanied
by rise in volume of exports during the first three plans
ensured 2 rise in export value. Both quantum and unit

value indices have shown in increasing trend (Appendix IIIa).

Eventhough export of tobacco (unmamufactured) in
the last three decades increaged, it did not grow to the
extent it should have, because of instability in produc-
tion and shifts in area under this crop. Auwother obser-
vation is, eventhough area under local tobacco increased,
the erea under Virginia Flue Cured tobacco has not increased
in spite of promotional activities. Therefore, the produc~
$ion of the export item i.e. Virginia Flue Cured tobacco
has not increased. In addition, increasing cost of curing
had reduced the advantage. Or the other hand, there was

growing competition in the internationmal market from

China, U.S.4. and Zimbabwe.

The direction of exports of tobacco too changed
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wherein exports incrensed to U.S5.5,R, whereas to U.X. the

exports decreased subastantially,

India is & major producer of groundnut and oocupies
an important place as regards repe seed, mustard, sesamunm,
castor seed and linseed. India is an important exporter
of oil cakes produced out of these ollseeds. During the
enfire perlod between 1950-51 and 1981.82 o0il cake exports
increased both in terms of quantity and value. Growth
rates of export values during the two periods are a festi-
mony for this achievement which were 75.01 per cent and

9.69 per cent during the two periods respectively,

Bigh growth rate in the first period was mainly
due to the fact that o0il cake exports reached peak almost
from negligible level. The value of exports was 2 mere

k.5 lakh in 1950-51 which increased to K.34.64 crores in
1965-66.,

In Period-IT, quantum of exports was almost stagnant
barring occasional spurts and slumps. But value had risen

uninterruptedly,

The main reason for increase in export of oil

cekes iz the development of solvent extraction industry



and the policy measures of the government and lack of

domestic demand, which made exports luerative,

An examination of the quantum and unit value
indices show that both had increased conelderably during
the period 1960-61 to 1974-75 (1958=100). The unit value
indices (1968=100) showed an increase throughout but the
quantum index inereased to 203 in 1976-77 in which oil
cake export value vwas maximum but dropped in the very
next year to 97, This decline in quantum of exports led
to decrease in the value of exports., The decrease in
quantity of exports was mainly due to sudden fall in
production. Moreover, the uptrend in exports of oil cakes
is also attributed to drastic changes in direction of trade.
The EBast European countries became the major importers of
oileakes from India while exports to Western countries
declined to some extent, The new avenue had stabilized

the unit prices of oil cakes.

India is a net importer of long staple rav cotton.
But she produces enough short staple cotton and this is
being exported. Raw cotton exports were virtually stamant

in Period-I and the growth rate was 0.01 per cent.

The export value increased in Period-II 3t an annual

Prow 1007.48

compound growth rate of 8,07 per cent.
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197374 export value increased but it declined precipi-
tously in 1977-78 to k.70 lakhs which was mainly due to

very low export volume.

The decline in the value of raw cotton exports was
dus to decrease in the quantum of exporta, Along with this,
fluectuating prices made the matter worse. In addition to
the production constraints the export eector is threatened
by domestic demand. The export value during the Fourth
Plan increased as a result of improvement in the unit
values. But in the late Seventies increasing domestic

demand brought down the exports.

0f late raw cotton trade is threatened with compe-
tition from synthetic substitutes which are making heavy

inroads into the cotton market,

Bangaldeshi and Assam comillas are the two types
of raw cotton which are exported, These are used to

manufacture mattresses, surginal dressings and beddings.

Raw cotton export market of India was highly
concentrated, and it was exported mostly to Japan. In

the recent years some portion of exports went to U.S5.S.R.



Fixed vegetable 0il is the only item which
registered a negative growth in Period-I, and the rate
of growth was -7.56 per cent. But in Period-II it
registered a compound growth rate of 11,18 per cent per
anpum which was due to a lower base of b,3,96 crores in
1967-68., The decrease in value of fixed vegetable oil
exports is mainly due to sharp decline in the quantun
of exports. In the wake of dwindling production of these

o0ils which is unabie to match the domestic demand, the
Goverment decided to impose restriction on exzports in
order to check the rising prices of these edible and non-

edible oils,

In Period-II, the export value uptrended mainly
due to ipcrease in the unit value of exports, the indices
with 1968 as base.Vas 95 in 1969-70 which increased
gteadily over the years and reached 384 by 1978-79

(Appendiz~IITb). But the quantun of exports is characte-

rized by frequent ups and dovns. The guantum index whieh

was 43 ip 1969-70 increased to 117 in 1972-73 but drooped

in the next year and shot up azain to 232 in 1976-77 ut

decreased suddenly in the next two years. This confirms

that, despite the profitability, the vegetable oil exports

haw suffered mainly due to fluctuating oilseeds' production



and ever growing domestic demand which has led to substan-

tial increase in imports.

Production of these oilseeds are low mainly
because of lower per hectare yilelds in India compared

to other major graowing countries of these oilaeed crops.

Japan was the major market for these 0il exports

followed by U.K. and U.S.A.

It is clear from the above discusaion that agricul-
tural exports can be divided into two groups. First group
consisting of those items which have favourable production
trends but exports are not increasing due to lack of
foreign demand and domestic market has served as an slter-
native making exports a risky venture. The second group
consists of those items which have favourable demand condi-
tions but export is hindered by frequently fluctuating

production and increasing domestic demand,

Another observation pertaing 4o the direction of
trade. Majority of these items have a small range of
foreign markets and hence they are highly concentrated.
Jepen, UK., U,S.4, and U,5.5.R, wers the major buyers

of Indian agricultural export goods, In many ceses a
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change in the direction of trade ecould be observed wherein
East Buropean countries were replacing the traditional

markets such as U.K., U.3.4, and other Buropean countries,

Shah (1973) and Anonymous {1985) also inferred
that markets for agricultural exports from India were
highly concentrated besides indicating the change in
direction wherein West European and American markets

were replaced by East Furopean countries.



SUMMARY AND CONCLUSION



VI. SUMMARY AND CONCLUSIONS

Foreign trade 1s an important sector which playa
8 crueial role in development process. Trade increases
world ocutput and thus welfare of the peoples of the trading
nations through better utilization of Tesources, by bring-
ing about equality among trading nations through equaliza-
tion of factor prices. It also helps the participating
countries achieve better growth by promoting and rewarding
those sectors of the economy where individual country
posgesses comparative advantage either in terms of labour

efficiency or factor endowments.

0f course, the above is the cream of clagsical
trade theory which was tailored based on the experiences
in the presently developed countries., But this could not
play a benign role as it was expected o, particularly in
the context of developing countries. However, in many
developing countries trade has played a pivotal role in
initiating and catalysing the development process, to
which India is not an exception, Vast supplies of capital
goods, maintenance goods and food grains vhenmever necessary
are the testimonies of international relations enjoyed by
India, At the same time she has earned recognition in

foreiwsn markets through her exports.
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An inportant characteristic of developing countries
is that they specialise in production and export of primary
products in general and agricultural commodities in parti-
oular. On the other hand, they import basic items such
as wage goods, raw materials and agricultural inputs.
Therefors, agricultural trade accounts for considerable
share in total trade of these countries. This is true in
cage of India also. Considering the importance of agri-.
cultural trade, a study was undertaken with the following

objectives:

i) To examine the growth of selected sgricultural
comnodities which occupy a prime place in India's

imports and exports.

ii) To study the changes, if any, i% the composition

of asricultural trade.

iii) To know the changes, if any, in the direction

vf trade in the agricultural commodities.

In case of agricultural imports, cereals and cereal
preparations, fertilizers (crude and manufactured), fixed
vegetable oils, vegetables and fruits, raw cotton, raw jute,
dairy products, agricultural machinery and implements and

tractors (other than steam) were selected for the study,
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the selection was made on the basls of the relative share

of each item in total value of agricultural imports each

Yyear.

Jimilar procedure was adopted (relative share in
total value of agricultural exports) in case of agricul-
tural exports which resulted in the selection of tea, oil
oakes, sugar (excluding molasses), unmanufactured tobacco,
fish and fish preparations, vegetables and fruits, spices,

coffee, rav cotton and fixed vegetable oils.

The data for the present study were obtained from
two sources - i) monthly statistics of Foreign Trade of
India {Vol.I and Vol.II) published by the Directorate of
Commercial Intelligence and Statistics, Calcutts and
ii) Besic Statistics Relating to Indiap Bconomy published
by Central Statistical Organization, New Delhi, for the

period 1950-51 to 1981-82.

The whole time series was divided into two periods,
i.e. Period-I between 1950-51 to 1965-66 and Period-II
between 1967-68 to 1981-82. The basis for division was
of Indian rupee in June 1966 since 8 comparison

devaluation

;f value between the two period would be erroneous.
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Due to heterogenous groups and frequent changes
in the form of different items of trade, exports and
imports were oonsidered in value terms. Compound growth
rates for import and export items were worked out for the
two periods separately using a function of the type Y=abT.

Other two objectives were met using simple tabular analysis,
Agricultural imports:

In Indim, import sector is regulated by the Govern-
ment owing %o scanty foreign exchange reserves. Therefore,
size of imports depend to a large extent on the availabi-
1ity of foreign exchange reserves. Hence, imports are

allowed if and only if there is a bare necessity.

Cereal imports increased [6.16 per cent per annum)
in Perlod-I following the decision of the Government to
import cereal grains in the context of increased demand
due to partition and instability in suopply due to series
of crop failures, Hence, India imported huge quantities
of cereals and cereal preparations under PL-480 programme
from U.S.A.  But import value after 1965-66 recorded a
negative compound growth rate (-4.38 per cent) because of
increased domestic production due to effective implementa-

tion of High Yielding Variety Programme which obviated the

need for import of cereal gzrains.
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Similarly, import value of vegetables and fruits
(3.65 per cent per annym) fertilizers (crude and manufac-
tured), (18,96 per cent per annum) and dairy products
{2.18 per cent per annum) regigtered positive growth.
Increased tmports of these items were resorted to to
offset the demand-supply gap in the domestic market,
All these items recorded highly significant growth rates

in Period-II also,

Raw cotton and raw jute préduction within the
country was adversely affected by partition. So, in the
early Fifties large quantities of these two items were
imported. But later on domestic production of the two
items increased and hence values of import tapered off
resulting in negative rate of annual compound growth
(~3.75 per cent and -2,3 per cent), The same trend
continued in case of raw cotton but increased domestic
demand which was evident through increasing prices for
jute made imports necessary and hence import value of
raw jute recorded a positive compound growth rate

(2,08 per cent) during the second period.

Agricultural machinery and implements, tractors
i.e., {other than steam) agrienltural input imports

(except fertilizers) registered decline particularly in



in Period-II, This was accomplished through increased
domestic production and aleo unsuitability of imported
items under Indian conditions which led to declining

imports.

The import value of fixed vegetable 0ils was
stagnant in Period-I but it rose to prominence in
Period-II, Fixed vegetable oil imports rose rapidly
following increased domestic demand for both edible and
non-edible oils. Rapid expansion of soaps, detergents
and varnish industries have increased the demand for

vegetable oils,

Thus, all these items are imported mainly to ease
supply rigidities in the domestic market which are an
offshoot of either increasing domestic demand or instable

preduction front or a combination of both,

The second period witnessed radical changes in
agricultural imports of India wherein cereal and cereal
preparations lost prominence as import item. Similarly,
values of imports of raw cotton, agriewltural machinery
and implements too decreased over the years, which were
again due to improved domestic production. On the other

[N

£y Tariiliness ond fized vegetable oils which were of

merendgyT farertevon ~rey 4e rrominence in Period-TIT.
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Import markets of these items were highly concen~
trated; U.S.A. had 2 lion'as share throughout in total
import values of cereals and tereal preparations, fixed

vegetable oils, raw cotton, fertilizere, dairy products.
E.E.C. was the major source of dairy product imports.

Rav jute imports were obtained from Bangladegh, Nepal and
Melaysin while vegetables and fruits were obtaiped from

countries like Tanzania, Eenya, Iraq, Iran and Afghanisthan,

From the above, one can easily conclude that
India's agricultural import trade is highly concentrated
botk in terms of commodity composition and direction.
Thus, in 1950-51 cereal and cereal preparations and raw
cotton imports together accounted for more than three
fourth of total agricultural import value but by 1981-82
these two items together accounted for less than one
fifth of total agricultural imports, paving way for a
corpositional chance, wherein fertilizers and fixed vegetable
0il imports together accounted for more than sixty per
cent of total agricultural import value. The latter two

items together had a meagre share of around six per cent

in 1950-%1.

Aeain a majority of these imports originated from

two or three countries indicating a high desree of
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concentration. U.,S5.A, and E.E.C. continued to be the
major sources for these imports, This fact 1s mainly
due to the fact that the main items of agriculfural items

come through developmental aid programmes of U,S5.A. and

E.E.C.

Agricultural exports:

Agricultural exports are of importance for a
developing country., Limited ability to trade manufactured
and semi-manufactured items add further to this importance.
¥hen it comes to financing of developmental imports and
debt repayment, export earnings become crucial, In case
of India too agricultural exports have come in handy to

offset balance of payment crisis by earning foreign

exchange.

Tea is an important item of exports from India.
Eventhough the value of tea exports has registered a
steady growih it has suffered greatly in the export
front mainly due %o (i) lack of foreign demand ii) increa-
sing world supply which has resulted in frequent price
fluctuetions and {111) increased internal demand (indicated
by declining export-production ratio despite doubling of

tea production), However, due to a series of coffee erop
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failures in Brazil in the Seventies decade, prices of
coffee in the world market rose steeply. As a comsequence
demand for tea, a substitute for coffee increased improving
the unit price of tea. Therefore tea export value regis-

tered a significant growth rate,

Coffee exports assumed importance in the Indian
export basket, mainly due to rapid increase in production,
restriction of world supply to demand by International
Coffee Council. This improved the unit values. Also
India's quota was frequently enhanced whenever coffee
¢rops in Bragil and Columbia failed, At the same time,
India entered bilateral agreements with U,.S.5.R. and

other Warsaw pact countries which boosted the coffee

export earnings.

Vegetables and fruits exports which include

cashew kernels have grown considerably in the last thirty

vears, This is due both to increased guantum and unit

prices of exports, However, it can be corfortably

inferred that despite being endowed with diverse soil

and climatic factors which can be used to grow a host

of vegetebles and fruits, India's ghare in world market

Since this item has high income elasticities,

is meagre.
i »a9ing
India can earn more and more foreign exchange by increadin

exportable surpluses.
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Fish and fish preparations is one item which has
recorded a laudable growth which was an outcome of develop~
mentnl activities being taken up and effective adoption
of technological breakthroughs. But the fish catch at
present is lowsr than the potential and there is a great
scope for exploiting the long sea coast which India
vossesses, Again by making improvements in quality and

packaging, unit value realisations could be increaged.

Sugar exports suffered iﬁ the Fifties due to cut-
throat competition in the international merkets. After
the formation of International Sugar Agency this has been
reduced to some extent., But due to frequent fluctuations
in production India's quota is often subjected to changes.
Therefore, there were year to year variations in export
eernincs from sugar. Moreover domestic matket for sugar
has competed with the sugar exporis and therefore Govern-
ment had to subsidize sugar exports. Thus, India could

not mzke headways in international market for sugar,

Spices export value registered a negative rate
of growth in the First period which was due to low quantum
of exports. This was the consequence of disorganised
production, high incidence of pests and diseases and

marksting malpractices. These inconsistencies were re?oved
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to 2 larger extent by formation of marketing boards and
commodity boards. Moreover unit prices also improved
over the years end East Puropeen countriss served as &
stable market for these items, Therefore, value of
exports registered a positive rate of growth, But there
is growing competition from countries like Sarawak and

Guatemala for major spices such as cardamom and pepper,

041 ceke export value was negligible in the early
Fifties but development of molvent extraction industries
and suitable policy measures have wade this an item of
prominence in the export sector. Both quantum and value
of exports increased over the years. Rapid increase in
value of this item was alsoc due to stable foreign market

constituted by Warsaw Pact countries.

In the last three decades, unmanufactured tobacco

has registered a continuous growth despite complaints

about quality. If India can increase ared under Virginia

Flue Cured - a variety of tobacco vhich is in great demand

in the world market, export earnings can be increased.

Qualitative improvements in tobacco can diversify the

parket and increase unit values. These measures have to

U.s.:.

be taken up in order to stand the competition froz

and Zimbabwe.
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India exports short staple raw cotton to Japan.
Indian exports are hampered by fluctuating production.
This is reflected in terms of year to year variations in
export value. Instead of exporting raw cotton, it is
better if India can manufacture mattresses, beddings etc.
from raw cotton and export, this can generate employment

and increase export earnings.

Fixed vegetable 0il was an important item of
exports in the early Fifties whose value of exports
declined over the years resulting in a negative rate of
growth in the firgt period. But it recorded a positive
growth rate due to increased unit price despite decreasing

quantities exported in the second period.

A major change was observed in the direetion of
agricultural exports wherein Indias lost her hold in tradi-
tional markets such as U.S.A., U.K. and other West European
countries but gained strong holds in East Buropean markets
and Japan, Another observation was that India's export
market is highly concentrated wherein a handful of countries
account for more than half of the total value of agricul-
tural exports. In more than one case U.5.S.R. became a
major market replacing either U.S.A. or U.K., Earlier

tea and tobacco exports were directed mainly to U.K. but
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a8 the Seventies decade advanced exports to U.9.9.R.
increased at an increasing rate relegating U.¥. to
second position, The mame trend wag observed in cases
of spices, vegetables and fruite including cashewnuts,
raw cotton, oil cakes and fixed vegetable oila., Of all
the items sugar exports had lemst market diversity,
wherein the direction changed each year indicating

abgence of long term bilateral agreements,

From the study, it can be concluded that there is
a change in the commodity composition of agricultural
exports from India due to differential rates of growth.
Thus, in 1950~51 tea, splces and fixed vegetable oil
exports ftogether mccounted for almost three fourth of
total value of agricultural exports which dropped to
around one-third in 1981-82, On the other hand, vegetables
and fruits, fish and fish preparations and unmanufactured
tobacco accounted for one-gixth of total value of agricul-
tural exports in 1950-5! which rose to one half by 1981-82,
This fact indicates that agricultural exvorts from India
are characterized by a very high degree of concentration.
Again some export items {(tea, coffee) could not grow at
a faster rate due to lack of international demand while
the rest were hampered by unstsble dozestic production

and increasing domestic denand,
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In addition, markets for Indian sgricultural exports
were limited and also she was losing her stand in hard

currency markets like U,.8.,4, and West European countries.

Thus, in order to increase foreign exchange
earnings from agricultural exports, there is need for
diversifying export markets, improving quality, building
up exportable surpluses through increased production and
decreasing production costs. Moreover, there is need for
improving the image of Indian agricultural products through
advertisement and propaganda and similar export promotion

prosramme in the international markets.
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APPENDIX IV(a)-(4)

Year 1971-72
Items under different import groups.

1) Cereal and cereal  preparations:

a) Wheat and wheat meslin, flour of wheat

b) Rice in husk, rice husked, rice broken, rice
parboiled and rice other than parboiled,

c) Barley unmilled d) Maize unmilled, malze meal and
other cereals,

2) Dairy products:

Milk and cream, skimmed wilk evaporated, whole milk
evaporated, milk and cresmrdry, whole milk dry, milk

creap dry, skimmed milk dry, melted butter, cheese
and curd.

3) Vegetables and fruits:

Oranges, grapes, cashewnuts, almonds, pistachionut.
Presh fruits such as mango, pomegranate

Dried fruits such as dates, figs, raisins, plums
and apricots.

Preserved and processed fruits,

Vegetables such as potato, garlic, asparagus, mushrooms
and other preserved vegetables.

4) Raw cotfon: group includes cotton other than sweepings,
linters etec.,

§) Raw jute: excluding Bim}ipatam and Mesta.

6) Fixed vegetable oila: Soyabean oil, olive oil, linseed
0il, palm ¢il and tung oil.

T) Fertilizers crude and manufactured

Crude - Katural sodium nitrate and rock phosphate.



Manufactured: Nitrorenous

Ammonium nitrate
Ammonium aulphate

~ Uresn
Phosvhatic ~ Other than natural ones
Potassic - Potassium chloride

Potassium sulphate
Ammonium sulphate

8) a) Agricultural machinery and implements:

Disc harrows, dise ploughs, tractor ploughs
and harvesting equipments.

Dairy equipments such as cream geparator and
pilking machines and spare partis.

b) Tractors other than steam - Garden tractor
Track type
Wheeled type

APPENDIX IV(a) ...(i1)

1981-82

1) Cereals and cereal preparations:

Wheat - durum wheat, wheat meslin

i j1led, broken
Rtce - in busk tmsked seml-wholly mi .
rice, rice other than parboiled and pasmati

rice.
Barley unmilled, maize corn unmilled, oats
unmilled.

2) Dairy products:

Milk and cream fresh, milk and cream pgesiizedavggzter
milk powder, whole milk powder, skimme mb ttzr oil'
putter milk, skinmed milk, tutter fresh, bu .

butter melted.



1) Vepetables and fruits:

Oranges, mandarina and other citrus hybrids, banana,
fresh grapes, raisins, figs, cashewnuis, almonds,
walmuts, apricots, plums, dates, mangoes, pomegranates
ete, Preserved fruits such as juices and jams,
Vegetables 1ike potato, onion, garlie, asparagus and
mushrooms.

4) Rav cotton: group includes cotton other than sweepings,
linters ete.,

5) Raw jute: execluding Bimlipatem and Mesta.

6) Pixed vegetable oils:

Soyabean oil, cotton seed oil, groundmut oil, ¢live oil,
lingeed o0il and palm o0il,

7) Fertilizer - crude and manufactured:
Crude ~ Natural phosphates, unground phosphates,

Manufactured - Ammonium nitrate, Ammorium sulphate,
urea - nitrogeneus
Super phosphate - phosphatic fertilizers

Potassium chloride ~ pure and commercial) Potassia
Potassium sulphate )} fertilizer

8) a. Agricultural machinery and implements:

Disc ploughs, scarifiers, horticultural implements,
harvesting, threshing etc. like lawwmowers,
combined harvesters, threshers, winnowing and
cleaning machines, crushers for wine making and
poultry equipments.

b. Tractors - wheeled and spare parts.



APPENDIX TV(b) ...(1)

197172
Ttems under different 8xport groups,

1) Tea ~ Dlack leaf in bulk, black duat in bulk,
packet upto 20 kgs and ten freen,

2) Coffee ~ Arabica plantations - A, B and nther srades

- Arabica cherry
~ Robusta parchment
~ Robusta cherry

3) Vegetables and fruits:

Oranges, lemons, citrus, grape, bananz, apples,

cashew kernels - whole and broken, cocomut, almonds,
walmt, figs, apricots, plume and peach, berries,
dates, mangoes, pine apples, tamarind, pomograngtes,
mango slices dried, raisins, mango juice ete., potato,
tomato, cabbage, cauliflowers, onione, garlic tapioca,
ete.,

4) Spices: Chillies, pepper, cardamom, cinnamon, cassia,
mace, Aniseed, coriander seed, cumin, fennel seed,
celery seed, curry powder, femugreek seed, saffronm,
tejpat, turmeric ete.,

5) Fish and fish preparations:
Fish fresh and chilled,
Fish wet and salted, dried and smoked, prawn and
ghrimp, lobsters, preserved fish and camned prawn.

6) Sugar - centrifugal suger, cane jaggery, cane sugar
- candy and refined

7) Unmenufactured tobacco - for beedl panufacturing,

- chevwing

- gun cured natural

- V.E.C.

- V.5.C.

- for cigarette manufecturing
- Hookah tobacco



8) 0ilcakes: Copra, lingeed, sesamum,

Solvent extracted Groundnut oilcake

lingseed oilcake

cottonseed

cotton seed undecorticated
" kardl ollcekes

9) Raw cotton - Bengzal deshi and Assem comillas, cotton
corded etc,

10) Fixed vegetable, oils:

Groundmut oil, rape colza oil, linseed oil, pelm oil,
coconut o6il, castor oil, cashew shell oil, sesamum oil,

APPENDIX IV(b) ...(ii)

1981-82
1) Tea : Black leaf in bulk
Black dust bulk,
Tea black packets 1)- 20 kgs.

Tea green packets 1) more than 1 kg
ii) less than 1 kg
2) Coffee - Arabica plantations - A, B and other grades
Arabica cherry
Robusta parchment
Kobusta cherry

L]

3) Vegetables and fruits:

Oranges, citrus fruits, grapes, banana, apple,
raigins, cocomut dessicated, cashew kernel- broken
and whole, almond, walnut kermel, apricot, plums,
peaches, sapota, pineapple, dates, maneo fresh,



mango slice dried, tamarind fresh and dried, guavs,
pomegranate, preserved fruits, fuice, jams ete.,

Potato - seed end vegetable, garlie, onions,
cebbage, cauliflovers, cucumber, lettuce, oliver,
plantain, tapioeca, sugarbeet, asparasus, mushroom,
dehydrated onion and garlie, pickles, tomato ete.

4) Spices: Chillies, pepper, cardamom, vanilla, casaia,
cinnamoon, clove, nutmegs, anigeed, badiam geed,
coriander seed, cumin, fennel seed, ginger, celery,
fenugreek, saffron, tejpat, turmeric and others,

5) Fish and fish preverations:

Fish ~ fresh and dried, frozen,

Figh fillets -~ chilled and frozen, smoked
Cod dried -

Peawn and shrimp - fresh and dried,
Lobsters - fresh

Cuttle fish - fresh etc.

6) Suger - centrifugel sugar, cane jaggery, cané sugar refined,

7) Unmanufactured tobacco -V.F.C.
- beedi tobacco

- chewing tobaceo
- gun cured vérginia
~ burley todbacco

8) 0Oilcakes - Solvent extracted goyabean oilcake
" Groundnut oilcake

" Cotton seed cilcake,
" Sunflovwer oilcake,
" rape and calza oil cake,

n coconut oilcake



9) Raw cotton - Bencaldeshi and Assam comillas,
cotton carded eotc,

10) Pixed vegetable oils:

Castor 011,

Linseed oll,

Coconut oil,

Rape colza oil,
Soyebean oil,
Caghewshell oil ete.
Eukum o0il,

8al oil,

Chaulmoogra ail.

93 3%











