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-~ CHAPTER - II 3
PRICE AND QUAMTITY TRENDS IN

INDIAN IMPORTS

Iantroduction.

It is well known that with the ﬁrocess of the developument
of the Indian economy, imports have tremeqdbusly increased
over a period of time in value term. However, this merked
'incresse in imports is due %o the combined effects of the
chaﬁge in price of commodity imports as well as of the change
in the quantity of commodity imports: Hence, if aggregates
are used over a period of‘years, they show only the combined
effects of the changes in the volume of imports and of prices.
Hence one ofwthe essential problems is to separate o;t the
effects of two factors to determine how much of change in
vealue is due to changing prices and how much the change in

the value of imporis arises on account of changes in the

volume of ihports..

Imports aggregates comprise & heterogeneous group of
commodltles for which there is no signlflcant quantity measure

common to &ll. It is only through the construction of index

v
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numbers that it is possible to get any measure of changes in
vglume and price of imports. In order to éeparate out the
jgint effect of price and quantity changes on the velue of
imﬁbrts an attempts is made in.the present study to construct
price and volume indices for all the commodities which are.
classified at three digit level of the Revised Indian Trade
Classification (RITC), 1965 group.

Another objective here is to analyse the trend in the
relative prices of imports of egricultural products and

manufactured products.

Needs for Construction of Index Numbers.

‘ As far as price and guantity indices are concqrned, the
Central Statistic&l%Organization, Government of India, has
‘published these indices for differgnt commodity groups and

for different years., But these indices are available only

for 29 groups of commodity imports. Added to this point is
the fact that these indicee are mot availalle with the same
base year for the years 1950-51 %o 197677+ Another limitation
of these available indices is that for certain years, these\
indices.are available fox financial years; while for others

in calender years. Ali these limitations meke it difficult

t0 compare these indices for different years of the same
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commodity group. For the year 1950-51, price and quantity
iﬁgices are not available for different commodity groups
except for the total imports at 1948-49 (Financial year)
price level. Similarly for the year 1955-56, price and quantum
indices are available at 1952-53 Price level, Frice and quantum
index are available for the years 1959 to 1973 at 1958 price
level (i.es calendar year). However, these indices are available.
at 1968-69 ﬁrice level (Financial year) for the years 1969-70
to 1976-TT. | |

The base year has been changed by the Department of
QOmmeréial'Intélligence and Statistics from 1952-53% to 1958
and again to 1968=69 on account of the revision of Indian

Trade Classification.

In order to meke the price index and quantum index
éompafable during 1950-51 to 1976~77 the present study has
‘attempted to construct these indices at the 1970~71 price
level at the three digit level of RITC 1965 group i.e. for
170 commodities as against 29 commodity groups provided by

the Gentrel Statistical Organizationﬁ

' Phe Tndien Trade Classification was revised in April
1965 and hence for the years 1965-66 to 1976-T7 the Indian

Trade Classification has remained identical that is to say
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it is according to the April 1965 classification. But for the
years 1950-51, 1955-56 and 1960~61 the items under the old
ciaﬁs%iicafion are regrouped in fhis stu@y\iq qrder to establish

cofreéiqﬁ&ence as far as practicable with the new classification.

Goverage of the‘Commodities.

This study is an improvement over the indices provided
o
by the government of India, as far a8 the coverage of items

for computing mdex rumba' :LS concerned.

Table 21
Coverage of Items included for Computing Index Numbers
ﬂ : Nosof :Ltgems1 Nosof items
Section included by included in the
the Govt. of present study
India at ' at 1970-71
1968-69 prlce price level.
.. . - - level L . o
.1 . 2 ‘ 3
0. Pood and Live Animals. 29 : 63
1. Beverages & Tobacco. 5 . 8
2+ Crude materials inedible
(except fuels) , 51 70
3+ Mineral Fuels, lubricante and \ '
the related materials 3 8
4. Animal and vegetable 0ils
and fats 5 13
5. Chemicals N 68 65
6. Manufactured goods classi-
© fied chiefly by materisls - 98 ' 159
7+ Machinery & Transport .
Bquipment ) 222 220
cofitese

Director General of Commercial IntelIigence and Statistics,
Govt. of India: & Guide to Curr rent Official Statistics of

Trade, Shipping and Customs agg Excise Revenue of Indis, p.46.
Third Edition, 1978+
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Pable 2.1 (contd.)

1 ‘ o2 3

by

8; ﬁiscellaneous .
panufactured articles 30 .50

9. Commodities and transacticns

not classified according to
kind. . - .

All Sections , 511 656

Henece it is obvious from the above table that the number
of: items included in the construction Qf index:number in
present study is greater than the number of items included by
the Government of India. It should be noﬁgd here that Govern-
ment of India has mwt mainteined consisteney for different
sections of the RITC 1965 group i.e. in some cases the Govern~
ment of India has considered commodities at three digit level
or four digit level or seven digit level ;n‘thé construction
of index number. Por sections O, 1, 3, end 4 of the RITC Group
index numbers are constructed by the Government of india by
considering the number of commodities at the three digit level
" of the RITC 1965 group, while for section 5 index numbers are
constructed using +the number of commodities at the 4 digit level
of the RITC 1965 égoup. But for section 7 of the same index

numbers are constructed considering the number of commodities
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at the group of 7 digit level of RITC 1965 group. However the
p&eaent study has considered the number of commoditles at the
4 digit level of RITC group 1965 in order to construct the
index numbers for the Sectiéns 0, 1, 2,-3, 4, 5, 6, and 8. Tor
the Section 7 it is not poséible to consider the number of
commod ities at the 4 digit level because there is not a single
quantity measure comﬁon to all atb the 4 digit level of commo=-
dity group. Hence for the Section 7 it is considered here at
the 7 digit level pf different commodity group having an
identical quantity measpré within & group of 4 digit level,

Methodology of Construction of Index Numbers.

The unit price index number is constructed according to
the Paasche's formula. The method is to comparé imperts in the
current period with that revalued at 1970-71 prices. BExpressed

in symbols, the formula may be written as follows 2

on

Yhere Po and Pn denote the price of an article in the base

year and in the current year respectively and Qn denotes the

quantity in the current year.

Thus the Paasche's- formula for calculating the unit

price index is nothing but the ratio of imports at current
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pmces to 1mports at constant px-lc es multiplied by 100, As
far as this study is concerned, an attempt is made to calcu-
late imports at the 1970-71 price level. for the years 1950=~51,

1955-56, 1960-61 and 1965=66 to 1976=T7.

If quantity data of different commodities and the price
per unit are avallable, it can be possible to express imports

at constant prices.

Adjustments for incomplete coverage :

However, there are the following two main limitations

associated with oaleulatirig the imports -at constant prices :

(1) It is not possible to get quantity data for almost all

commodities entering into trade.

(2) 1In cases of some commodities which were imported during
the years (i.e. 1950-51, 1955-56, -1960-61, 1965-66 to 1976=77)
other thaan the base year it is nol possible to get unit price

for the commodities in question.

The question is what adjustment if any should be made
in tbe final index to &allow for incomplete coverag,e in commo-
dity detail. The common practice among different countries is
to make such an adjustment by assuming that price changes for

t

the items not co#e,red are the same s those for items which
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are directly included in the computation. Some of these
couttries make the adjustment only in the total indem for
ilmports i.e. pricé changes ‘in all items not included are
essuned to be the same as the price changes shown by the
aggregéte of all items covered by the computatjsn._Einland

and Ireland are two countries adopting this method.2 Other
countries adopt the same method, but apply tp'each major
Qommodify class separately,»there the assumption is that

price changes in items noﬁ covered within ecach separate class
‘are the sele as price changes shown by the items included in
the célculation for the class. The adjustment is exectly as
ghown above, but since it is made for each class; the adjust-
ment is different for one cless than it is for another and

the totel index.is obtained by aggregating separately adjusted
class index,numbergg Thig nethod is followed by the United
Stajces, United;Kingdmxn, Canada, Netherlands and Sweden amonget
others.3 | ‘

g

Now let us come to the Indian @se. According to Depart-
ment of Commercial Intelligence and Statistics;4 ad justments
are based on the assumption that Price changes in the items

not covered in a section are similar to those shown by the

index number of Volume and Prices by R.G.D, Allen in
international Trade Statistics, ed.by R.G.D. Allen snd J.E.

Ely. New York, Johy Viley & Sons, 1953,
Allen ReG.D., Opecite, DPP.199-202.
Indian Trade Journal, %1st March, 1976.




items included in the calculation of index number for that
section ire. P; =P} @ng;u?i is- the Unit price index for z
given section in respect of thé included .items and P:!. is same

for 1% section (including all items).

The unit price index (Pi) for the included items in &

section is given by the formula :

P’...;Zirﬁr.i. ’ (1)
ZPOQil s R N * e

The index for the section with all the items included will be

Z' PnQn ~
P'.—:: W 'D.(Z)
2, To%n
In the equation (2) the aggregate Z'EHQR is known but the
aggregate Z'Pan is unknown anda it can not be computed
directly. It is, thereforeja’ssumad that price changes for
covered items and for all the items are the same. Algebrai-

cally, this be shown as follows :
P=P
e, Z'ann = 2.5
Z']?oqn : ZPan
N Z'Pan - ZPan
Z'EnQn : ZPnQn

. Z?OQII
L 2 ] Z'PGQH — ZPnQri ”. Z'PnQn |
> Pl
S P/ 5BQ,
_ Total values of all other items in the
section

i

Unadjusted index for the section
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The above value of E:‘Pan is substituted in the

equation (2) in order to obtain the adjusted index number P'.

But in a section of R.I:T.C. group, a large number of
commodi ties are included.at the four digit level, over and
’aﬁove tuis, there exis+t large variatidns in the price changes
among the four digit level of commodities within a seetion
of the R.I.T.C. group., If . the guantity date are not available
for the article code 5149 of R.I.T.C. group, the Department
of Commercial Ihtelligemce and Statistics assumes that price
changes in section 5 éxelu&ing artiéle code 5149 are same as
price changes in 5149 but in section 5 of R,I.T.C. there are
nine divisions i.e. 51, 52, 53, 54, 55, 56, 57, 58 and 59 and
within these divisions there are different groups, to illustrate
512, 513, 514, are the groups in the division 51 etec. There

elso exists large variations among their prices.

Tn order to avoid these large variations of price changes,
it is assumed in this study that priqe changes in the item at
a four digit level IDﬁ“CDVered in a grouwp are similar to
those shown by the items included in the calcwlation of index

rnumbers~£br that particular group. This assumption can be
clarified by the following illustration: If quantity data for
5149 is not available, it is assumed that price changes in

"5149 is same as price chenges in group 514 excluding 5149.
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y - Now in certain groupé when only one commodity is imported
a%ithe four digit level and the quantity data are not available,
it tan not be assumed that price changes in that commodity

}Xérg the same as price changes in that particular group, for
example in a group 553 only 5530 was imported, hence imporis

of 55%0 are the same as imports of 553. If the quentity data
érezxot“available, for the article code 5530, calculation of
5530 or 553 is besed on the assumption that the price changes

in division 55 excluding 5530 is same as Price changes in 5530.

When in cases, quantity date for different commodities
sre available but unit price is not available due to absence
of imports of that particular commodity in ‘the base year i.e.
1970-71, the adjustment has become necessary: The adjustment
can be clarified by the following illustration. If article
code 0484 is not impcrtgd‘in the base year’(i.e. 1970=71)
but it is imported during other years, the average price of
048 group is applied to 0484 Whenever unit price is not
svailable at three digit level, then the average priée of that
particulsr division is applied to that commodity e.g. article
0490 was imported during other years (i.e. 1950-51, 1955-56,
1960-61, 1'965—66 t0 1976-77) but this wae not imported during
the base year (i.e. 1970-71) and this is the only commodity
f£alls under 049 group. In such & situation average price of

04 division is applied to 0490.
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Quantum Index

Quantum indices are designed to show mo#ements in the

aggregate value of imporis after elimination of the effects
of price changes%fhe guantum index number is computed according
to Laspeyres' forpmula.
AN

2 Fo%
Where Q, and Q, denote quentity imported in the base year and
in the current year respectively and B, refers unit price of

import in the base year.

Conversions

On account of the adoption of thé metric systems, thei

data of imports beginning from 1960 are aveilable in metric

()

units. A large number of entries of imports during 1950-51 end
1955-56 which are given in various types of uﬁiﬁs are converted

into metric units with the help of the following conversions

féctors;g
(1) 1 Grain = 0.000064799 kg.
(2) 1 Ounce = 0.0283495 kg.

(3) 1 pound = 0.4535924 kg.
(4) 1 Cwte = 50,802 kg.

Nembiar, R.G.: Resource Structure of India's Foreign Trade.

'Unpublished Ph.D. Thesis, M.S.University,Baroda,1971. v :134-14c

According to him, the conversions in these cases are based
on the basis of some market information (as in the case of

. Brich) and information regarding the densities in the case of

oil. .



(5) 1 Ton = 1016.05 kg.

(6) 1 Tola = 0.0116638 ke
(7) 1 Seer = 0.93310 kg.
- (8) 1 Naund = 37.3242 kg,

(9) 1 Imperial gallon = 4.54596 Litres.
(10) 1 Inch = 0,0254 Metre.
(11) 1 Foot = 0.3083 lietre.

i

(12) 1 Yard = 0.9144 metre. .

(13) 1 Cun = 0.71 C.ton.

(14) 1 Ccwt = 11.66 Gallon (castor oil)

(15) 1 cwl = 12.44 Gallon (Ground nut oil)*

(B) (1) 1 Ton = 280 Brichs. |
(2) 1 Ton - (Petroleun crude) = 280 Gallon.
(3) 1 Ton (Diesel high speed) = 273.2 Gallon.
(4) 1 Ton (Heavy Diesel) = 263.5 Gallon.
(5) 1 Ton (Crude Oil) = 276.5 Gallon, -
(6) 1 Ton (Fuel o0il) = 254.5 Gallon.

Effects of Price and Quantity on Value of Imports.

It is well known that the value of imports is affected
pé:tly by the change in the quantity of imports and partly by
the chenge in the price of imports. With the help of the price

* Same conversions applied for linseed 0il as the dersity of
linseed o0il is more or less equal to that of ground-nut.
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index and guantum index, it is possible to separate out their

effects on the value of imports.

 mable 2.2

Change in Value, Price and Quentity (Percentege Term)

Commodity __1950-51 to 1970-71 1970-71 to 1976-77
Groups Value Price Quantity Value Price Quantity
1 2 3 4 2 6 7

1. Consumer .

Goods 146.0 15640 663  $217.7 A134.0  A35.57
2+« Raw materials 0

for producing ‘

consumer

goods £28.78 1846 56484 H121.16 452463 $44.89
3. Raw materials

for producing

capital .

goods $138.154227.55 $4.51  4318.643266.32 }14.22
4. Capital ‘

Goods t 89.8691583.5 §82.25 4$147.879202.16 §17.97
50 TOt&l . | , , .

Imports  f 59.434221.54 $50.42 4206.88858.47 118,73

Sources Appendix Table II.1 and Appendix Table II.2.

It is seen from the sbove table that the 59.43% increase

in the value of total imports during 1950-51 to 1970-71 is

due t0 221.54% increase in price and 50.42% fall in the

quantity of total imports. Mgreovér, total imports have
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increased by 206.88% during 1970~71 to 1976~77 with en
increase; in price by 158.47% end an increase in quantity by
18.78%. Hence it is clear that the price has incressed by
highe: percentage than the quantity during the period 1950-51
t0 1970-71 as well as during 1970-71 to 1976~77. In other words,
on value of totai imports, price effect is more powerful then

the guantum effect.

The above tabtle indicates that similar is the case for

. imports of different gommodity groups, e.g. consumer goods,

raw materials for producing consumer goods, raw materials. for
"producing capital goods and capitel goods. The quantity has

. increased by higher percentage than the price only in the case
of raw materials for producing consumer goods during 1950~51

to 1970-71. During 1950~51 %o 1970~71, the quentity of consumer
‘goods, capltal -goods and total imports has declined and also
during 1970-71 to 1976~T7 the quantity of capital goods has
declined but only due to increase‘in prices, the value of

imports of dll these commodity groups has increased.

Hence, it may be concluded that the value of imports of
different commodity group is affected by change in the price
By greater extent as coﬁpared to the change iq the quantity

of imports of different commodity groups.
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Relative Prices of Agricultbureland Manufactured Products.

The cgnviction has been widespread that compared to
prices of ﬁ?nufactured products, prices of agricultural prodﬁct
inexorably &ecline. This idea has become widely accepted
despite its. contradiction of the classical belief, dating back
at least to Robert Torrens that "the exchange value of manu=-
factured articles compared with the product of agriculture and

of mines have as population and industry advance a certain and

H

4

decided tendency to fall .\fi

It was Folke Hilgredt who first topsyturvied‘the classical
proposition. He argued that in thé sixty years before 1938
prices of primary product had fallen relative fo prices of
nanufactured and that the "general trend of the relative
movements s.... 0f the prices of these two commodities cen
scarcely be doubted .....7 The evidence for this contention
consisted ofﬂ}?ague of Nationi;ndexes for primary product and

manufactured good prices.

If we examine relative prices of agriculturel products
and manufactured products within Indian imports for the

period 1950-51 to 1976~77 similar results follow.

Mill John Stuart s Principals of Political Economy, New York,
1909, Vol.II, Book IV, Chapter 2, D.282.

League of Nations: Industrislization and Foreign Trade,
Economic, Pinancial and Transit.Department, U.S.8.,1945, p.16.




Table 2.5

Price Indices for different groups of commodity imports

Year  Concumer Raw-mate- HRaw-mate-

Capital Total
goods . rials’ rials for goods | imporis
" for con~ capital
sumer goods
goods
1 2 3 4 5 6

195051 63+92, . 92.08 30453 5.9 .  31.10
1955-56  17.30 68452 29431 9.35 18434
1960~61 14.00 60.32 64 .04 25.70 27486
1965-66 77437 35423 S 41.78 21.36  50.36
1966-67,  46.93 24,08 47.95 29.57 35443
1967-68 66459 76,38 . 58448 89,71 71437
1968-69  45.68 106.98 39490 110.78 63.13
1969-70  102.95 104 .97 87447 36462 69.24
1970-71 100,00 100.00 100.00 100,00  100.00
1971=72 105.18, . 101,00 % +45 33434 65465
1972-73 124,74 101.74 87.79 112,02 101.39
1973-T4 ‘128.90 91.78 130.71 121.43  117.76
1974=75 211,89 240.45 210.38 144.85 202,43
1975-76 24757  247.43 422,89 240,58  286.47
197677 254,00 152.63  366.32 302,16 25847

Source: Appendix Teble I1I.1.
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it ca;x be readily observed from the Table 2.3 that there
exists a situation of rising prices for almost all the groups
og“g compodity imports. Prices of almost each group has a rising
tr;;ndt Even the price indices of consumer goods whigh cpnsist
of food articles and non=-food consumer articles has a rising
trend. Moreover, it is found that, there is a sharp change in
price indices of total imports and various groups of commodity

aaw wateaials Foo Pacduddng Consumen Jocds

imports viz., consumer goodsyraw materials for producing
capital goods and capitel goods during.the year 1974-~75. This
was mainly the result of inflation in industrisl Goumtries
and of a steep increase in price of petroleunm imports, food-
grains and fertilizers. During the period of 27 years price
index of consumer goods has increased by 266.08% or at an
average annusl rate of 9.85%while that of raw materials for
producing consumer goods and raw ,}naterials .for producing
capital goods has increased by 65 ._76‘;;'3 i.e. an averé.ge annual
rate of 2444% and 1099:87% i.e. an éverage annuel rate of
40.74% respectively. Ho'w‘e‘v.er, price index for‘capitél goods
| has increased by 4986.87% e at an éverage anmual rate of
184,70/, The classification of consumer goods into f£ood
articles and non-food consumer articles, price index of food

articles shows an increase of 375.81% i.e. at an average

annual rate of 1%.92% over the period under consideration.
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Consumer goods mainly consists of Pood articles and non-
fopd consumer artidles;Price indices of food articles and non-
‘tﬁaéﬂ consumer articles have increased by é02.11% and 370.89%
respectively during 1950=51 to 1976-77. Moreover thé price
indices of chemicals and fertilizers which fall wnder the Taw
materials for producing consumer goods have increased by
955:48% and 337.39% respectively during the period under
consideration. In contrast to this, price indices of electri-
cal machinery, non-electrical machinery agd tranqurt equip~
ments which belong to capital goods have increased by 4415.77%,
1710.18% and 3753%.51% fespectively over a period of time. In
eddition to this price indices of metsal and metal manufactures
(¥izs, Iron &nd Steel and non-ferrous metals) which come under
the group of raw materizls for producing capital goods has
gone up by 417.01% (of Iron & Steel by 658.52% and of non-
ferrous metal by 290.45%), during the period of 27 years.
Moreover, the price index of petroleun crude which falls under
the raw materisls for producing capitel goods have increased
by 12314.28% over a period of time. This was due to the sharp
increase in the petroleum prices du}ing the year 1973. Hence
it is obvious from the above discussion that the price index
of food articles has increased by lowest percentage over a
period of time: As against this, the highest percentage

increase in price index is represented by petroleum crude.



30

Withlregard to the trend of prices Singex H.W. argued
that "1t is a matter of historicel fact that ever since the
seven$1es the trend of prices has been heavily egainst sellers
-of food and raw materials andrln favopx{of the sel}er ofkmanu-
factured articles."® However, our study shows that the trend
of prices is not in against sellers of food and ;gw‘materials
put the trend of prices has been in favour of elmost all
commodities, But the distinguishing feature in this is that
this frend of prices is more favgurab;e in case of capitai
goods, followed by rew materials for producing capital goods,

:ollowed by consumer goods and followed by raw materials for

producing consumer goodss:

Thus eclassifying the above four groups into primary
products anﬁ manufactured products, i.e. consumer goods axd
raw materlals for producing consumer goods as primary products
and raw materials for producing capital goods and capital goods
as manufactured products, it is found that price index of
manufactured products has increased by 213%1.87% as against price
index of primary products by 105.63%. Hence it can be concluded
that the trend of prices has been more favourable for manu-
' factured products as ccﬁpared to primary pfoducts over a period

of 1950*51 to 1976*77.

Slnger H.Wes "The Dlstributlon of Gains between Investing and

Bgfraxfng Sountrles“ American Economic Review, May 1950.
I 31—:’
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It must be mentioned hére that a’stu@y by Theodore
Moigangéwhicb examined prices of menufactured and agricultural
products in seven countries concluded that there was a great
diversity of experience but no evidence of declining relative

prices for agfieul%ural commod ities.

In order to derive the relation of manufactured to primary
proaucts prices, Lispey R,E.10 has made a study as follows :

(1) vU.S. imports of mamufactures and imports of primery

products. (2) U.S. exports of ma.nufaci;u?es and impoerts of

primry produects (3) U.8. éxports of manufactures snd exports
of primary products (4) U.S. import of manufactures and exports

of primary products.

Wlth thls study he concluded that the imported manufac=
tures fell in prices relatiVe to UeSe agrlcultural exports
but‘roae compared with total prlmary‘product 1mports and
exports and agricultural imports. ‘ N Cvli

IS

X / . §3"‘;f' g
: ’ . » . . , . gLt
Relaxion of Import Prices to Domestic Prices.

For the analysis of shifts in the flow of trade on the

balance of pgyments one is often interested not so much in

Morgen Theodore: "The long run terms of trade between agri-
culture and manufacturing”, Economic Develcpment and Cultursl
Change, October, 1959, P72 1-23°

Lipsey, R.E.: Price anl Quentity Trends in Foreign Trade of
United States, 1963, Princetm Universitly Press, princeton.
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absolute changes in import prices as in their relation to
domestic pricesy

Table 2.4
Impert Price Index as Percentage of Domestic Wholesale

Price Index (1970-71=100)

" Year Import price indexi%ercentage Domestic wholesale
of domestic price index price index

1 2 k . 3
1950=51 61435 ' ‘ 50.69
1955=56 42432 43434
-1960~61 52.4% 53414
1965-66 64 494 77454
196 6-67 39.72 89,20
1967-68 80435 88.82
1966~69 69460 90,70
1969~70 71 .91 96,29
1970-71 100.00 © 100,00
1971=72 62.49 105406
1972~73 87.25 116,20
1973-74 84429 . 139,70
197475 115474 174 :90
1975-76 165 458 17300
1976=77 146.36 176.60

Source: Economie Survey,1977-78, 1978-79. -

It is clear from the above tale that +the import price

~ index (1970-71=100) is lower as compared to domestic wholesale

+

H
!
i
§
A
H

price index (1970-71=100) for all the yéars‘undér consideration

except for the years1974-75, 1975-76 and 1976-77. Moreover

LY
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increase in import price index (73%1.09%) is higher than the
increase in the domestic wholesale:price index (248.39%) during
tﬁe»pe}iod under copaidefatioFIand this.has resultgd into the
risiﬁg trend in the import price iﬁdgx as percentage of domestic

. wholesale pr;ce index. However R.E-\Lip5@y11 concluded in his
study of United States that Foreign trade prices compared to

1 domestic prices has declined.

This increase in the import prices in relatiqn to
domestic wholesale prices in the case of India could 5e
~explained in two ways. Iﬁ is conceivable that there was a
considerable divergencé betwéen home prices and im@ort prices
for individual cqmmodit;es. Alferhatively commodities that have
. increased relatively in price might have greater importence ln

- Indian imports than in the domestic €C 0noTy »

From the perusal of the table 2.5 it is obvious that

" the volume indices of total ;mpo;ts and of cgpital goods

: imports have declined by 41.13% and 85.44% respectively during
- the period under considersiion. However, volunme iﬁdices of

' consumer goods, raw materials for producing conéumer goods and
raw materials for produciﬁg capital goods have inereased by

- 26:58%, 126.89% and 30.79% respectively during 1950-51 to
" 1976=77 with fluctuations in different years.

11 Lipsey R.E.: Price and Quantity Trends in the Foreign Trade
of the Unibed States,196%, p«.32. Princeton University Press.
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Table 2.5

Volume Indices .of different groups of commod ity imports
‘ ( 1970-71 = 100 )

Year Consumer Raw mate~ Raw mate~ Capitsal, Total
goods rials for rials for A goods inports
producing  producing
consumer capital

_ goods . goods i
7 2 3 - 5 5
1950-51 107410 63.76 8735 563.33  201.68
1955-56  199.52 69,00  125.25 - 527.35 226457
1960-61 484,21 93,10  104.21  320.08  247.16

1965-66 222,95 146,10  148.05  585.02  269.57
1966-6T7 285,40 250,59 90,08 51419 228.64
1967-68 260.09 143.88 129.88 ' 141.98 172.13
1968-69 . 316.92 110.05 175.39 117492 180.19

1969-70 116458 .  91.92 85.46  273.09  139.77
1970-71 100,00 100,00 100,00 100,00 100,00
1971=72 . 78.18 112420 136,39  356.88 170,06
1972-T3 57.52  111.21 154,07 - 120,25  112.70
1973=74 131,65 178498  166.28 ~  135.77  153.56
1974=75 123,49  95.44 194,18 121.59 136459
1975-76  165.06 | 99411 91,06 98.35 112.46
1976-T7  135.57 144489 114.22° . 82,03 118.73

Sources Appeﬁdix Table 1II.2
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As far a8 volume indices of consumer goods are concerned,
there is & sharp increase in -this index during 1960-61 and
this ig mainly:due’to large imports of fbod»grains to meet
the requirements of the country. During 1965~66, this index
has declined becouse there was a tremendous decline in the
imports of medical and pharmaceutical producis and beverages
and tobacco manufactured mainly due to the tightened import
restriction policy of the government, e.g« in August 1965 the
duty on most eonsumption'goods was raised to 100%. However,
imports of foodgrains has iﬁcreased by a small asmount during
?g}g,ygggg.The year 1966;67 being a drought year resulted
~into the increase in the imports of food articles end this iﬂ
furn brings about the increase in the volume index of consumer
~goods. The first year of the fpur%h’plan (i.es 1969-70)
‘witnessed a fall in the imporis of f;odgrains owing to the
_success of the new agricultural strategy in the country. During
_the year 1972-73, a fall in the volume index of c¢onsumer goods
.was due to.the inecrease in the ggricultural production in the
ecountry. During 1973-T74 the unprecedented drought has resulted
into the large imports of food articles and hence it shows
the increase in the volume index of consumer goods. Tmports
of food articles has dGeclined during 1976-T7 because the
preceding year had witnessed & record output of foodgrains
(at 120.8 million tounes) and huge buffer stocks thereof

had been builtup.

i



& tremendous fall in the imports of capital goods since
1966~67 was mainly -due to the heavy imﬁo?tagt td the manu=-
factiring industry ia second plan. Béébre the ‘second plan,
India waé importing slmost all the capitel goods required by
it; But afier the geconduglan inerease in the domestic produé—
tion of capital goods has resulted into the fall in the imports

of capital goods.

~During the course of the gecénd ggve‘ggar g}an, the
Plenning Commission assigned a crucial role to indusirial
expansion with special emphasis on industries. Import substi-
. tution schemes were made possible by the setting up of the
three steel plants of one million ton ingo+t capacity each in
the public sector at Bhillai, Rourkela and Durgapur end the
completion of the modernization and expansion programmes of
Tata Iron & Steel Co. and Indian Iron & Steel Co. in the
private sector_which added an additional 1.5 million tons of

gteel ingotlcapacityg

 Again in 1970-71 on acecount of the recessionary trend .
in the economy, the dememd for capital goods imports declined.
In 1971-72 a sharp increase in imporits of capiital goods was

mainly due to increase in imports of electrical umachinery.

Tmport of raw materials for producing capital goods has
'a pising trend because the rapidly industrielizing country

5
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requires large amount of metals viz., Iron & Steel and
variouéfhonkferrous'met&ls. Indiz, being particularly deficient
in non-ferrous metals like copper, zinec end lead, their imports
have,ﬁended to rise at a rapid rate. Imports of petroleum and
petroleum products which falls under this- group have also
increased, During the year 1975-76 a sharp fall in the imports
of raw materials for producing capital goods was on account of

;

the tremendous fall in the imports of petroleum and petroleum

products.

Agricultural development in India w;th appropriate
euphasis on increasing domestic food production as well as
agro-based industrial raw materials has created the need for
increasing imports‘ofvfertilizers:which falls under the raw '
maeterials for producing consumer goods. luports of chemicals
which also falls under this.group have been rising due to the
risiné tempo of expansion and diversification of Indian

0

industry in recent years.
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Appendix Table II.3

OF THE COMMODITY ACCORDING TO ARTICfﬁ NUMBER

053

Article
Nos Fame of the Commodity ,
001 Live Animelss ‘
011  Meat, Fresh, Chilled or Frozen. |
012 Meat dried, salted or smoked whether or not in air
tight container. . -
013  Meat in air tight containers and meat preparation.
022 Milk and QreamL
023 Butter.
024 Cheese and curd.
025 Eggs. :
031 Fish, Fresh and simply preserved.
032 Pish in air-tight containers and fish preparations.
041 Wheat.
042 Rice.
043  Barley, ummilled.
044 Maize (corn) unmilled.
045 Cereals unmilled other than wheat, rice barely and maize.
046  Meal and flour of wheat or of meslin.
047 Meal and flour of cereals except meal and flour of
wheat or meslin.
048 Ceredl preparations and preparations of flour and
starch of fruits and vegetables.
049 Pulses and flour thereof.
051 Pruits Fresh and mits (not including oil nuts) Fresh
or dried. : :
052 Dried Fruvits (including artificially dehydrated)

Pruits preserved end fruit preparations.



054 ,Vegetables Fresh, Frozen or simply preserved.

055 . Yegetaﬁles routs and tubens preserved or prepared.

061 ~ Sugar and honey.

062 “Sugar confectionery and other suger prepsrations.

071 “Coffees ,

072  Cocca.

0773 Chocolate and other food preparations containing cocce
and chocolate.

074 Tea and mate.

075 Species.

' 081 Feeding stuff for animal (not inciuding unmilled cereals)

091 Margarine and shortening.

099 © TFood preparations NES.

111 Non~alcoholic beverages.
112 Alcoholic beverages.
121 Tobaceo wrimanufactured.
122 Tobacco manufactures.
211 Hides and skins (except fub skins) undressed.

212. TFuk shins undressed.

221. 01l seeds, 0il nuts and oil keknels.

2351, * Crude rubber (including synthetic and reclaimed).
241 Puelwood and charcoal:

242 Wood in the rough or roughly squared.

243 Wood shaped of simply worked.

244 Wood shaped ok simply Wofked. 

244 Cook, raw and waste. )
251 Pulp and wagste paper.
261 8ilk

262 Wood and other animel hair ﬂexeépt humen hair.)
263  Cotton. ‘ |

264 Jute. 4

265 Vegetable fibres except cotton and jute.



266
. 267

© 2T
273
274
275
276
281
282
283
284
285
286
291
292
521
331

332
341
351
411
421
422
431

512
513
514
515
521

)

o

Synthetic and regenerated fibres (man made fibres).

 Waste materials fiom tensile fabrics (including rags).

Fertilizers, crude.

: Stone, sand and gravel.
iSulpbur and unroasted iron pyriles.

Naturel abrasives (including industriel dismonds).
Other crude minerals.

Iron ore and'ponceﬁﬁrateSQ

Iron and Steel scrap.

Ores‘and caﬂcentrated of non-ferrous base metals.
Non-ferrous metal scrap.

Silver and platinum ores.

Ores end concentrates uranium and thorium.

Crude animal materials neess.

Crude vegetable materials nse.s.

Coal, coke and bri@uettes.

Petroleum crude and partly refined for further refining
(excluding natural gasolene),

Petroleum products.

Gas natural and manufactured.

Electric energy. -

Animal oils and fats.

Fided vegetable oils, soft.

Other fixed vegetable oils.

Animal and vegetable oils and fate processed and waxes
of animal or vegetable origin.

Organic chemicals.

Inorganic chemicals, elements, oxides and helogen salts.
Other inorganic chemicals.

Radio active and associated materials.,

Mineral tar and crude chemicals from eoal, petrol exm and
natural gas.



532

5%3

534

541
551
553

554
561
571
581

599
611
612

613
621
629
631

632
633
641
642

651
653

654

Dyeing end tenning extracts and synthetic tanning materials.
Pigments, paints, varnishes and related materials.

_ Synthetic organic dyestuff, natural indigo and colowr
1ikes.,
Medicinal and pharmaceutical‘produéts.
‘ Essential oils, perfume and flavour materials.

Perfumery and cosmetics, dentiffices and other

toilet preparations (except soap).

Soaps, cleaning and ﬁolisbing preparations.
Pertilizers manufactured.

Explosives and pyrotechnic products.

Plastic materials regenerated cellulose and artificial
resians. ‘

Chemical -materials and products N.E.S.

Leather., ,

Manufactures of leather or of artificial or reconsti-~
tuted leather N.E.S. ‘
Fun sKins, tanned or dressed (including dyed)
Materials of rubber.

Articles of rubber N.E.S. )

Vencers, plywood boards "improved" or reconstituted
wood and other wood, worked N.,E.S.

Wood ‘manufdctures N.E.S,

Cork manufactures.

Paper and paper board.

Articles made of paper pulp, of paper or of paper
board. .

Textile yarn and thread.

Textile fabrics, woven (not including narrow or special
fabries) other than cotton and jute fabrics.

Tulle, lace, embroidery, ribbons, irimmings and other
small wares except of cotton and jute.



60

655 Special textile fabrics and related products except
of cotton ad jute. . - :
656 = Made-up articles, wholly oh chiefly of tensile materials

5

‘Ne@eSo
657 Floor coverlnbs, tapestrles ebtce other than of cotton
] and jute, ) 4
658 Cotton manufactures excluding yarn and thread and
clothing.
659 Jute manufactures excluding twist and yarn.
661 Lime, cement and fabricated building material s except
glass and clay materials,.
662 Clay construction materials end refractory construction
materials. '

663 Mineral menufactures n.e.s.
664 Glasse ’

665 Glass ware.

666 Pottery.

667. Pearls and precious end semi precious stones,‘unworked
or worked, ,
671 Pig iron, spiegeleiSen; sponge iron, iron and steel

' powders and shot and ferro—alloys.
672 Ingots and offer pflmany forms (1ﬁciuding blanks fan
tubes and 'pipes) of iron and steel.

673 Iron and steel bars, rods, angles shapes and sections
(indl wling sheet pillmgs) ‘
674 Universals, plates and sheets 6T iron or steel.

675  Hoop and s¥ip of iron or steel.

676 Rails and railway track construction material of iron
or steel. )

677 Iron and steel wire (excludiig) wire-rod.

678 Tubes, pipes and fittings of iron or steel.

679 =~ Iron and steel castings end furgins, unworked n.ess.
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681 Silver, platinum and other metals of the platinum group.
682 Copper
683% Nickel

684 Aluminium.

685  Lead .

6586 Zinc

637 Tin ‘

688 Uranium and thorium and their alloys.

689 Miscellaneous nom~-ferrous base metals ewployed in
metaliurgy.

691 Finished structural parts and structures n.e.s.

692 Metal containers for storage and transport.

693 Wire products (excluding electric) end fencing grills.

694 Fails, screws, nuts, bol+ts; rivets and similar
articles of iron, steel or of copper.

695 Tools for use in the hand or in the machines.

696 Cutlery. o
697 Household equipment of bhase metals.
698 Manufactures of nmetals n.e.s.

711 Power generating machinery other than electric.
712 Agricultural wachinery and implerments.

715 Hetal working machinery.

716 0ffice machines. _

717 Textile and leather machinery.

718 Machines for special indusiries.

719 Machinery and appliances {(other than electrical) and
machine parts n.e.s.

722 Electrical power machinery and switchgear.

723 fquipment for distributing electricity.

724 Tel ecommunication apparatus.
725 Domestic electric equipment.,
726 Electric apparatus for medical purposes and radiological

apparatus.



729
731
732
133
734
736
812

821
831
841
842

851
861

862
863
864
891

892
893
894
895
896
897
899
911
931
941

Other electrical machinery and apparatus..
Rgilway vehicles.-

" Road motor vehicless'

Road vehicdles other than motor vehicles.

Aircraft. ‘ '

Ships end boats.

Sgnitany, plumbing, heating and lighting fixtures and
fittingse ’ )

Furniture.

Travel goods, handbags and similar articles.

Clothing (except fur clothings)

Pur clothing (not including headgear) and other articles
made of fur skin artificial fur and articles thereof.
Footwear.

Sclentific, medical, optical measuring and controlling
instruments and apparatus.

Photographic and cinemetographic supplies.

Developed cinemetographic films.

Watches and docks.

Musical instruments, sound recorders and reproducers and

‘parts and accessories thereof.

Printed matter.
Articles of artificial plastic mate;ials NeCoS»
Pehsmbulagpors, toys, gemes and sporting goods.

"Cffice and stationery supplies n.c.s.
" Works of art collectors pieces and antiquess

Jewellery and goldsmiths' and silversmiths' ware.
Manufactured articles nec.s.

Postel packages not classified according to kind.
Speciai transactions not classified according to kind.
Aninals n.e.s. (including Zoo animels, doge end cats).



