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¥ " Chapter VII ‘ .

CONCLUSION

In the foregoing chapters we examined various aspecis of
Indian imports during 1950<51 to 1976=77 l.e. price and quantity
trends in Indien imports; structure of Indien imports et micro
level as well as at macro level in money term and in real
term, 0il pricé hike in relation 1o Indian“imports and various
aspects of bilateralism;iﬁ‘relation to Indien imports. In
this chapter the main findings of the study and the area for

further research are presented and suggested respectively.

The consideration of 'Price and Quantity Trends in
Indien Iuports! (Ghaptér II) yields.the following two

‘important results @

As the total value of imports is partly affected by the
change in_ the price of imports and partly by the change in the
quantity of imports% this study has shown that price effect
is more powerful than the quantum effect on the value of
imports e.g. 206.88% increase in the value of total'imgorts
is due to 158.47% increase in price and 18.73% increase in
quantity during 1970-71 to 1976=77
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o This result is supported by the different groups of
:ﬁéomﬁbdity imports i.e. consumer gomda;‘raw materials for
producing consumer goods, raw materials for producing cepital’
goods and capitel goods during 1950-51 4o 1970-71 and 1970-71
to:1976—77} \

The preseht study shows that though the trend of prices
has been in favour of almost all commodities, ‘it is more
favourable in case of capitel goods than other commodity groups,
thus this study strengthens the argument provided by different
economists in regard to the trend in the relative price of

agricultural products and menufactured products.

The study of 'structure of Indisn Imports' (Chapter III)
' leads to the following mein resulte &

S0 far as the magnitude of total impofts is coneerned,
it has to be observed that the total imports have increased
by %89.26% during 1950-51 to 1976~77 in money term, inspite
of the fact that totel imports have declined by 85.44% in

‘resl term (i.e. at constant prices) during the period under

consideration.

- The structure of imports has been examined here at
micro level .as well as at macro level. The main findings of

the mecro aspects of sitructural changes are as follows :-
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(?)';The proportion of imporits to NNP has declined both in
mon@jiterm and in resl term tbough this proportion is higher
et coustant prices than at current pricess It has declined
from-11.21% during the first Five Year Plan to' 7.5% on en
average of the First three years of the Fifth Flan. However,
at conétant prices it has declined from 19.34% in 1950-51 %o
4+87% on an average during the first three years of the Fifth
Plan, which indicates that Indien economy 18 now becoming

self reliant end less dependent on world economy.

The above propositién (iee. the proportion of imports to

NNP) is also fested here for different countries of the world
for the years 1950, 1955, 1960, 1965, ?§70, 1975 and 1978.
The proportion of imports to NVP has declined with the ﬁrocess
of development in the case of IndiaahHowever;-this’proposition
is not supported by the cross section analysisj e.g. during
1950 proportion of imports to MP was lowest (8.028) in the
case of Brazil which is classified as the underdeveloped
country of the world, while it was highest in the case of
Newzealand which is classified as the developed éountny of the
,world. Similer is the picture during 1955, 1960, 1965 and
1970, During 1975 the picture is entirely reversed in ooﬁparisan
with alllthose previous years. Lowesﬁ_propoftion of imports

to NNP was represented by the USA (7.56), while it was highest
in the case of Malta (80.875),'a9 underdeveloped countnj.
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Considering the time series analysis, 38 countries gut of 55
'éounﬁ?ies show the rising trend in this proportion over a
peiiﬁ& of time. The classification of above countries into
highly déveloped, Intermediate and underdeveloped countries
shows that the proportion of imports to net national product
hag a rising trend in the case of underdeveloped countries and
intermediate countries. HoweVer‘this share has déclined in the
case of highly developed countries during the&period under

consideration.

(2) India's share in the total world imports has declined
over a'period of 28 years il.e. 1951 to 1978 fron 2.1% in 1951

'(Sj As far as the ggowth rate of imports is concerned, about
2/3 of the commodities show the negative growth rate in reel
term during 196566 to 1976=77. Iron & Sted and Fertilizers
only show the positive growth rate of imports aﬁd tpis posi=
tive growth rate of Iron & 5teél imports is quite obvious
because of the repid industrialiéation taking place in the
Indian economy. However, the growth rate of total imports

turns out to be negative at constant prices.

(4) Import instébility refers to short term fluctuations in
"import peyments corrected for trend.With the help of the Coppo-
ci's log veriance methodkit,is found that the totel imports
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and evenithe different group of commodity 1mpo;ts are more
sfﬁbie at. current prices than at constent ériceé except the
inﬁmrté of fertilizers, e.gs instability index for. total
iﬁburtg at constent prices turps out to be 34.61 during

1965-66 to 1976-77 as against instability index to be 21.22

at. current prices during the seme period.

With regard to the inter commodity variation in insta-
bility index, results turniout to be different for real term
and for monéy-térm, At current prices, it is found that
imports of prinary commoditiesqare'more‘unsﬁable as pomparéd
to manufactured commodities, while reverse is the case at

constant prices.

It is necessary to note here that with the process of the
development of the economy, this instability index has

-declined ‘at the constant prices.

Over and above the macro level changes mentioned above,
the structural changes at micro level yield the following

resulte @ .

(1)ﬂwfﬁ‘order to analyse whether the imporis have diversified
or not on more commodities over & Period of.time, the concen-
tration indei‘is calculated in current rupee and in constant
rupee at the three digit level of the RITC 1965 group. The

present study shows that with the fluctuations in concentration
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index, this indew has declined over & pPeriod of 27 years at
:cufﬁent prices as well as at constant prices i.e. to say this
‘index has fallen from 23.3 in 1950-51 %o 1835 in 1976-77 at
cu;ié?t'prices.and it has declined from 34 .18 in 1950-51 to
23.55‘in }976-77 in real term which!indicates a feir increase
in the diversification of imports over & period of time. How-
ever, this diversificétian is not more in money term than in
real term during all the years under considergtion. ﬁor
certain years imports ere more diﬁersified at current prices
tﬁan at constant prices, while for other years reverse ié the

‘caBes : .

Considering the commddity composition of imports, it
!_sﬁould be mentioned here that the share of capital goods in

. botal imports was highest‘iqe. 87,51 during 1950»51Aas
compared w?tb consumer goods and intermediate goods dﬁring
1950-51 at constant prices; but at current prices it is the
intermedxate goods that acccunted highest percentage share in
total imports l.e. 53.5% during 1950~51 However, over a
_period of time, thls position has cbanged at constant prices,
though at current prices intermediste goods continues to
occupy the highest percentege share in totél imports during
1?76—77. During 1976-77 intermediate gooﬁs)accounts for the
highest percentage share in totel imﬁorﬁé ive. 55.91% at

congtant prices,
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On the triemiel average, the trend in the share of
coasumer goods, capltal gooda and 1ntermediate goods in total
imports has been ideatlcal from 1965/66-1967/68 ) 1974/75~
197t/77 in current rupee énd in constent rupee. The share of
consumer goods in total imports has declined from 36% during
1965/66-1967/68 to 26% during 1974/75-1976/77 at current prices,
Wﬁile it hes declined from 37% to 27% during the period
mentioned above at constant prices. Moreover, the share of
‘capitel goods has fellen fwom 29%‘§b 18% in current rupee and
from 32% to 18% in constant rupee during the above mentioned

period.

“Twm ogader Fo a\nah'Su iLe g‘\(,iql»l‘,ms\. ip berdeene
Sinoe 13666 en Ere Wbemwizt average, e share of

different commodity groups anﬁ~levél of development of the
‘econoﬁy, & bivariate reérgséién anslysis is carrigﬁ out in
ménay term and ia realltefm and it shows the invérse relétian-
ship between these fwo variables in case of éonsumer goods
and caplital goods at current prices as ﬁell,as gt constant |
‘prices. Tbié‘fe;ationship seems 0 be poéitiye in money

term and in real term in %he case of intermediate goods for
producing capitael goods. However, in the case of intermediate
goods for producing consumer goode, there is an inverse rela-
tionghip &t current prices and 2 direct ?elationsﬁip at
constant prices.. Out of theae four different commodity groups,

this relationship is statistically significant at 5%, For
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capital goods in money term amd furyintermediate goods for
grp@uqing capital goods in money term and in real ‘erm. However,
':;fog %onsumer‘goods in money texm and fbrmintenmediate goods
_fdé producing consumexr goods, it is statistically significent

at(10% levele,

The analysis and study of oil price hike in relation to
Indien imports (Ch.IV) brings out the fact that the increase
in 0il price has adversely affected India's balance of pey-
ments. India's deficit in the balance of payments with the
OPEC countries accounts for more then 40% during 1970-71 4o
1978-79 of Indéa's-overall defieit in the ﬁalance of trade.
India's deficit with the OPEC countries accounts 99.5% of
India's overall deficit during 1977-T8 »

The tremendous increase in the oil price has slso affected

" the share of imports of crude oil and petroleum products in
'ﬁotaﬂimportsq At current prices, the share of imports of

crude oil and petroleum prodgcts in total imporis has

increased by more than.200% efter 1972~73 iees to. sBy this
share has increased from 7'75% du?ing 1972-73 to 26,16%

during 1976~77. But when this share is considered at constant

prices, it shows that this share has declined from 10.09%

during 1972-73% to 3.12% during 1975-76 end to 9.85% during

1976=77» '
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Indla's petroleum 1mports as e proportion of its total
expart earnlngs has 1ncreased significantly after 1972-73;
Th%s proportion has inereased from 8.,9% durlng’1970f71_to
29.§% during 1978~79 and it ﬁas highegt i-e.‘33.3% during
1974—?5; In other wnrds & smaller and smeller prcﬁorticn of
tot&l export earnlngs has been avazlable for the payments of

other essential imports.

This study shows thaﬁ a tremendpus‘price incrgase of oil
has not adversely affecteé'the importance of oll in total
energy consumption in Indias. The share of oil in total energy
consumption has increased from 12.8% duriug 1953-54 to 26,6%
during 1976~77 end this incfease,is due to the fall in the
lratio of imports of crude oil end petrqleumlproducts to fotal

consumption of crude oil and petroleum products in India.

The various aspects of bilateralism in relation to Indian

imporss (Cus.V ‘end VI) bring out the following mein results i

India has entered into & number of bilateral trade and
payment agreements Wlth different countrles ‘on account of
(l)lpolltlcal reasons (11) the planned nature of the Indian
economy and (iii)Athg country's foreign exchange constraint

and cheracter of its foreign trade regime.

As far as the theoreticel basis for bilateral agreements

with different countries is concerned, it should be noted
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. here that in the recent economic litenature, bilateral trading
;s treated as the 51m§le extension of the theory of dlscri—
‘*mlnatlng monopoly in the general equlllbrium framework. The

gum»nts underlined in this theory show & remarkable consis-
tency with the evidence available fron the trade agreemente
involving partners with power of monopoly Or MONOPSONY
According 1o tbms theo:y, there are valid reasons Why 8 mono=
polist mey exercise his discriminating power through bllateral
trading agreements. This might be due to persuading the
tradiﬁg partmer not to resell the commodities‘or it might be
on account of an attempt to maximise its profit by bulk ‘

trading or to improve the overall terms of trade.

India's bilstersl trade end payment agreements with
different countries differ according to mode of payments
involved and the degree of their bilateral content. India's
trade relation with socialist countries is barter like,
involving sﬁch features as bilateral balancing of trade,
clearing accounts and péyments in rupees. Bilateral trade
agreements with some developing countries (e.g. Afghanistan,
Bengladesh, Tunisis, Nepsl etc.) have taken verious forms
involving frequently barter like characteristics. Finally
there are trade ggreements with nany deveiqped and developing
countfies (esge Aféentina, Austria, Chile, Colombis, Fiﬁland,

Francé,Jépan, Ugénda, Thailand ete})-featuring peyment on a
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. convgrtible currency basis. These agreements do not display

. eny barter like characteristics, but are aimed prinecipally at

-expanding trade on Most Favoured 'Mation basis.

It is found that over a period of {time not only the number
of commodities imported on the bilateral basis has increased

but has also resulted in change in the composition of imports.

The analysis of comparative price advantage, that India
obtains on her imports from countries having bilateral trade
agreemen;s vis~a=-vis other countries, reveals that India
had to pay higher prices for more them 50% of commodities for
majority of years during 1966 to 1977. Considering the various
commod ity groups, the study indicates that the unit price
realiged on the bilateral agreement basis was higher for
majority of the commodities falling under the groups of che-
micals, drugs aund pharmaceutical products and nou=-ferrous
metals as compared to other countries of the world during the
period under consideration. Moreover, it was lower for majority
of the commodities belonging to fertilizerg, rock phosphate,
ball roller and taper bearings, printing umachinery pumps,
textile machinery and other capital goods as compared to the
rest of the countries. However, a mixed picture arises mainly
for primary commodities viz., frui;s, dates, arabic gum, raw

cotton etc.
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The consideration of the net position obtained by Indie
by’§@90rti¢g on the com&odity ggreanent basis, our study shows
tha%“éuring 1966 to 1977, Indle has obteined a gain of B.603,150,
018 on the commodity agreement basis as compared to other
countries of the world, taking all the 53 various types of
commodity groups.Qut of these 53-§iffe:ent typres of commodity.
groups India was a loser on commodity egreement basis for only
19 commodity groups viz., dyes, non-ferrous meials, drugs and
pharmaceutical products, news print paper, fertilizers, seam=~
less pipes gnd tubés; agricul tural machinery, copra, sulphur,
hides and skins, wood pulp, x-rsy generator, synthetic rubber,
gums and resins, industrial explosives, viscose, wood and -
metal working machinexy, laboiatory end testing equipment end
petroleun productsqﬂoﬁever, the gain obtained’by India for
the rest of the 34 commodity groups exceeds the loss realized
on the above mentioned 19 commodity groups by importing on
the commodity agreement basis, which in turn resulted into
the net gein obtained by India on commodity agreement basis

during the periocd under consideration.

Considering the net position‘obtained by India on year
to year éasei it shows that India is in the gainful position
by importingjéﬁ the . commodity ag;egment basis for ell years
except the yeaf 1975 during 1966 to 1977.

Hence, it mey be argued that India is in a beneficial
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position, if it imports bilaterally. from those coﬁnﬁries which
' have incl?ded these commodities in their list of goods to bé
" traded. o

This study brings out the faet that, the propoition of
imports from the ceun*&ies haeving commodity agreemem':é with
India, heas increased in cafe of fertilizers, organic chemicals,
dates, raw cotton, news print, rice, fruits and ball, roller
and tapper bearings. However, nch«férrous metals, inorganic
chemicals and rock phosphate have shown the declining trend

in the proportion of imports on the commodity agreement basis.

In the context of India's entering into & number of bi-
lateral trade and psyment agreements with diffefent countries
of the world over a period of time, this study thpows light
on whether éountriés under commodity egreements remain or not.
the ssme through out the period under consideration for
different comm;dities. It becomes obvious from our study that
éountries, which have inciuded different commodity(groups in
their inéicative liét for different years during 1966 to 1977,
do not maiﬁtain the same uniform policy during the seme span

of the period..

In this study the commodities, which were imported bila-
‘terally\only from those countries whichlhave included these

respective commodities in their indicative list of goods to be
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t;aded'ana multilaterally from non Eest European countries
aﬁé:séparaﬁed outs This points out thet Ingia's terms of
iﬁp&its were: superior on bilateral basis only for Fertilizers,
in egﬁtrast to chemicals, non-ferrous metals, dyes and drugs

and pharmaceutical producté.

india has imported different commodities bilaterally not
only from the countries which have included these commodities
in their list cflgoods %0 be traded but also from tﬁe countries
which have not included in-their indicative list of goods 1o
be transferred; I£ is found that Inaie ig in an éd#antageous--
position by importing biléterally from the countries which ' . .
have included respective commodities in théir indicative list
of goods to be treded in relation to the countries which have
excluded these commodities from their coﬁmodity list to be

* transferred.

This study has also attempted to examine the trend in
the relative unit import price reelized from these two areas
for 83 commodities. It is seen that for 66 commodities out of
83 commodities, basically the unit import price realized has
been identicals Out of the rest of the 17 commodities, for
2922113, 5127412,.7197106, 7197303, 7197304, 7197305 and
0520101 basically the unit import price reslized was lower
on agreement basig a8 compared to the other counfries of:

the world. Moreover, 5125207, 5124108, 5127113, 5121413,
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.2922113, 7197304, and 7197305 show the trend in the equalisa-
tion of unit import price realized from these two areas.

Eo

N "It is also attempted o examine whether or not the commo-
dity agreements with different countries has indeed helped
Inéia $0 stabilize her wmit import price ielative to other
cauntries of the world. Qur study shows tﬁat, out of ég diffe-
rent commodlties, relative degree of 1nstab111ty is Been to
differ for‘g commodities anmong the thrae varieus methods
employed. Out of the rest of ‘the %4 compodities, unit import
price for J§commodities was ﬁore stable on the commodity
agreecnent bapis vis-a~-vis other aountrieé, while réverse is

the came for rest of the(}ocommoﬁities.

Hence the mixed picture arises concerning the relative
stabllity of unit import price realized on the eommodlty

agreement baals.

It is well known that on the ususl assumption of perfect
competition and absépce of transportatinn‘cost and taxes,
' commodity prices ere bound to be equal under free trade.
However, in the absenée of free trade, commodity prices are
bound to differ. Hence, we have examined>thé extent to which
this unit import price reslised for the”saﬁe commodity from
‘different countries differ and the trend in the variation in
‘unit import prices It is found that tae variation in the

' unit import price realized for the seme eommodlty from
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different countries is sméller for primary commodities, dyes,

chemicals, drugs and pharmaceutical products as compared to .

various types of machineries.

In addition to the foregoing aspects of bilateraliem in
relationjto Indian imports, this study has also exemined some
of the aspects of bilateralism in relation to Indian éxporfs
for the year 1975. It points out that Indiz has exported pri=-
mery goods asg weil as maﬁufactured gdods worth of R5.589 crores

on the bilateral basis to those countries which have included

‘these commodities in their list of goods to be transferred

during 1975« Out of -the 189 various commodities, Indie has
obteined favourable unit éxport brice for 101 commodities
(iees for ﬁore tbaﬁ 50% of the commoditiés). ¥oreover, consider-
ing the net position obtained by'India on the commodity agree-~
ment basis during the year 1975, India has to lose B.T.39 crores
by exporting the different commodities on the commodity agree~

rent basis.-

Area for Further Research :-
Our\preseni study indicates some areas of further research

which are suggested herebelow H

&g the foreign trade of a country mainly refers to exports
gnd imports of a country, a similar study on these lines in

the context of Indian exports would provide importent resulis
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as a study on imports does, and this would be useful for a

comparative study of Indian exports and imports.

Wﬁen a country depends upon the different countries of the
world for various purposes, it is significant to examine how
far the two trading countries concerned have couwplementarity
between them.Such a detéiled analysis would be useful in pre-
paring the sitrategy for trade cooperation with‘different

countries.

Underinvoicing of imports (i.e. a discreisncy between the
stated wvalue of imporis agd their actual value) arises because
of import péliqy adopted by government with respeect to various
commodities, e.g. tariff duty, strict control of different
commodity imports etec. It is, therefore, significant to
investigate the presence of underinvoicing of imports of various
commodities (e.g. synthetic rubber, watch, luxury iteus,

gold etc.) and its possible cause and effects.



