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STRUCTURAL CHANGE IN COMPOSITION OF INDIA’S EXPORT
DURING POST-ECONOMIC REFORM PERIOD

Manoj Kumar Sinha*

ABSTRACT

The composition of India's foreign trade has undergone substantial changes, particularly, after
the liberalization and globalization. Our major exports now includes manufacturing goods such
as Engineering Goods, Petroleum Products, Chemicals and allied Products, Gems and
Jewelleries, Textiles, Electronic Goods, etc. which constitute over 80 per cent of our export
basket. This study is focusing on the structural change in the composition of commodities
exported from India during last more than two decades since 1987. The dominance pattern is
top-heavy. Gems and Jewelry is at the top. Overall mobility and turnover is 12.3 per annum on
an average basis. The annual compound growth rate of concentration ratio of composition of
commodities is positive and statistically significant. Average value of concentration ratio is
0.071. The increasing trends of concentration ratio has been supplemented and complemented to
the dominance pattern. India has insignificant share in the world trade. India is required to
make its commodities more competitive at the world level. There is also required to add new
commodities and services at competitive price in the export basket for increasing export
performance. For this, India needs a comprehensive policy measure and integrated efforts.
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INTRODUCTION

The process of globalization has got momentum through the process of economic integration,
and in the expansion of the volume of International Trade. India has been a relatively new comer
to the process of expansion of international trade since its opening up to world trade only began
after the crisis in 1991. The opening up to international trade should be seen as a crucial aspect
of the new approach to economic Policy and as an integral part of the process of reforms. In
1991, the government introduced some changes in its Policy on trade, foreign Investment, Tariffs
and Taxes under the name of "New Economic Reforms". The economic reforms process
introduced since 1991 with focus on liberalization, openness, transparency and globalization has
enabled increased integration of the Indian economy with the rest of world. The growth rate of
India’s trade is increasingly dependent on exogenous factors such as world trade growth
(especially those of the trading partners), international price changes and development in the
competitor countries. Cross currency exchange rates as well as dollar rupee exchange rate
movements also get reflected in the performance of India’s trade. Indian exports have come a
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long way from the time of independence in terms of value. The total value of India’s
merchandise exports increased from US $ 1.3 billion in 1950-51 to US $ 63.8 billion in 2003-04
— a compound rate of 7.6 per cent [Malik, (2005)]. Indian economy and foreign trade has shown
progress post liberalization. In contrast to the pre-reform period (1950-90), the actual growth of
exports in the post-reform period has been above the potential offered by the growth of world
demand. The gap between the actual and potential is mainly explained by an improvement in the
overall competitiveness of India’s exports [Virmani, (2003), Veeramani, (2007)]. The
composition of India’'s foreign trade has undergone substantial changes, particularly, after the
liberalization and globalization. Our major exports now includes manufacturing goods such as
Engineering Goods, Petroleum Products, Chemicals and allied Products, Gems and Jewelleries,
Textiles, Electronic Goods, etc. which constitute over 80 per cent of our export basket (Mathor
and Sagar, 2015).

Objective of the study: To study the structural changes in India’s export composition during
post reform period.

Hypotheses: There is no change in composition of goods and services of India’s export during
post reform period.
The hypothesis is tested with the help of an elaborate methodology laid out in section 4.

EXPORT-IMPORT POLICY OF INDIA

The Export-Import Policy (EXIM Policy), announced under the Foreign Trade (Development
and Regulation Act), 1992, would reflect the extent of regulations or liberalization of foreign
trade and indicate the measures for export promotion. Although the EXIM Policy is announced
for a five-year period, announcing a Policy on March 31st of every year, within the broad frame
of the Five Year Policy, for the ensuring year. A very important feature of the EXIM policy since
1992 is freedom on various dimensions. Licensing, quantitative restrictions and other regulatory
and discretionary controls have been substantially eliminated. The Commerce Ministry,
Government of India announces the integrated Foreign Trade Policy FTP in every five year. This
is also called EXIM policy. This policy is updated every year with some modifications and new
schemes. New schemes come into effect on the first day of financial year, i.e., April 1, every
year. The Foreign Trade Policy which was announced on August 28, 2009 is an integrated policy
for the period 2009-14. Export-Import (EXIM) Policy frames rules and regulations for exports
and imports of a country. This policy is also known as Foreign Trade Policy. It provides policy
and strategy of the government to be followed for promoting exports and regulating imports for
attaining a share of at least 1 % of global merchandise trade. This policy is periodically reviewed
to incorporate necessary changes as per changing domestic and international environment. In this
policy, approach of government towards various types of exports and imports is conveyed to
different exporters and importers. Export refers to selling goods and services to other countries,
while import means buying goods and services from other countries. Now in the era of
globalization, no economy in the world can remain cut-off from rest of the world. Export and
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import play a significant role in the economic development of all the developed and developing
economies. With the growth of international organisations like WTO, UNCTAD, ASEAN, etc.,
world trade is growing at a very fast rate.

REVIEW OF LITERATURE

Mathor and Sagar (2015) state that the exports are increasing at a decreasing rate but the imports
are increasing at an increasing rate. Trade deficit increased very sharply from 2004-05 to 2009-
10. The composition of India's foreign trade has undergone substantial changes, particularly,
after the liberalization and globalization. Our major exports now includes manufacturing goods
such as Engineering Goods, Petroleum Products, Chemicals and allied Products, Gems and
Jewelleries, Textiles, Electronic Goods, etc. India’s Exports of Services Important: Since data
below is for latest time period hence data above too should be of same period so as to maintain
consistency. It is a remarkable achievement that we have transformed ourselves from a
predominantly primary goods exporting country into a non-primary goods (manufactured goods)
exporting country. By exploiting the benefit of GATS now India is becoming the largest exporter
of services.

Bhat (2011) reported that the post reform period in India has witnessed significant changes in the
trend, pattern and structure of external trade. The share of manufacturing sector has marginally
fallen in the GDP and significantly declined in the share of export. The growth of services was
more pronounced in GDP growth and is reflected in the increasing share of services in exports.
The share of primary products has fallen in export and that of petroleum products showed an
increase. The author hence reported that in near future India may emerge as an ‘Asian Petroleum
Hub. He further remarked that India has not taken the advantage of international segmentation of
production process and the export is still heavily dominated by labour intensive products
characterized by a slow growing international demand and protected markets.

Pillania (2008): Indian economy and foreign trade are on a growth trajectory. Indian exports
have come a long way in value terms from the time of gaining independence in 1947. The total
value of India’s merchandise exports increased from US $ 1.3 billion in 1950-51 to US $ 63.8
billion in 2003-04 — a compound rate of 7.6 per cent. Trade growth has picked up post
liberalization of 1991. The composition of trade is now dominated by manufactured goods and
services. India services exports share in global exports is more than double of that of Indian
manufacturing exports. East Asian countries, particularly China have become a major trading
block. There is huge untapped potential for Indian foreign trade in years to come.

Sahni (2014): The changing structure of India’s exports throws some interesting light on both the
demand pattern and supply factors that are increasingly influencing India’s exports and the
manner in which its production structures, institutions, and policies are responding to it.
Regarding changes in the composition of exports since 1980s, it may be observed that the share
of agriculture and allied products has been declining while that of ores and minerals has
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remained more or less steady. Share of manufactured goods has increased generally. Although
the opening up of the Indian economy since the early 1990s provided impetus for higher growth
for most of the commodities, some products gained more than the others. India’s merchandise
exports are predominated by the manufacturing sector which accounted for more than three-
fourth of its total exports during post-reform period.

Sophie et al; reported that export in India is still heavily dominated by labour intensive products
characterised by a slow growing international demand protected markets. This goes against the
statement of Razen Sally (2011) who in his article stated that India is not exploiting its labour
abundance and concomitant comparative advantage in labour intensive export, particularly in
manufacturing. Kalirajan investigated how open India’s trade has been after a decade of
economic reforms. He said that Indian exporters still face many obstacles which affect their
export prospects. For instance, reservation of items for the small scale sector, labour laws which
restrict flexibility in hiring and firing and complicated port procedures hinder the export sector.
The topic is well studied comprehensively and intensively under heading of composition and
direction of India’s foreign trade. However, no study is fully devoted to the composition of
India’s export of goods and services. This paper is focusing on the detailed study of composition
of India’s export of goods and services by using new and stylized indices.

The existing literature considered composition of India’s export as a part of the study of
composition and direction of foreign trade. There is a few existing literature which focused on
detailed and comprehensive ways to study on the structural changes in composition of India’s
export of goods and services. This literature gap is main motivation for the study of this paper.
There has been a considerable change in composition of export of goods and services since
integration of Indian economy with the world under new trade policy 1991. This paper is
focusing on the changes in India’s export composition of goods and services under shift of
foreign trade policy from ‘import-substitution’ to ‘export-promotion’ strategy. This paper will
help to fill the existing literature gap and contribute to existing literature on comprehensive and
detailed dynamics of compositions goods and services of India’s export during post reform
period.

DATA AND RESEARCH METHODOLOGY

Data: the study uses secondary data published by Reserve Bank of India (RBI) (www.rbi.org.in)
on composition of India’s export of goods and services. The period of study is 1987-88 — 2014-15.

Dominance Patterns

Dynamic changes in the pattern of export of commodities would result in changing ranks of
different commodities exported from India. This represents a state of competition amongst
exported commodities. It is normally not possible for any single commodity to dominate to be
exported for whole period 1987 to 2013. Even if a commaodity is not at top in one or more years it
should be possible to capture the dominating exported commodity. It is interesting to know
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whether there is any dominant commodity or a constant flux in the ranking of different
commaodities. Dominance can be studied in three ways:

1. The rankings patterns at three points of time, which is a discrete measure of dominance.

2. Index of Rank Dominance (IRD) which is a relative dominance measure by ranks, (Murthy,
2011). This is measure of continuous dominance.

3. Bode horn’s measure of competition.

The index of rank dominance (IRD) is an innovative measure which tells us a coefficient that
expresses the degree of dominance of an ordinal measure such as rank. IRD has further refined as a
relative- Relative Index of Rank Dominance (RIRD), which measures dominance in a relative
sense. This gives the proportionate weight of the rank dominance index.

Index of Rank Dominance

Amongst the top ten commaodities which has the dominant position (i.e. highest rank) for the
longest period is estimated with the help of index of rank dominance (Bhanu Murthy, 2011).

_ 2013 .,(Rank Score);
I
RD

" Maximum Rank Score X No.of Years

Irp =is the index of Rank Dominance.
Rank Score = 10, 9, 8... (In decreasing order of rank).
There are four properties of this new index:

1. The value of Ip lies between 0 and 1, that is,

O<Ipp <1

I'xp measures in relative terms the position of the most dominant commodity over period from
1987 to 2013 for exporting commodity. The value of I'xp lies between zero and one but never
become zero because in this index, commaodities included must be at least one time be placed
in the top ten positions over the period 1987 to 2013. The maximum value of Iy shall be one
provided a commodity has been at top position in all years from 1987 to 2013 for exporting
commaodity from India.

2. IRD is a measure of continuous dominance.
RIRD enables measuring the relative continuous dominance.

4. IRD is a measure that applies to panel data. That is it measures the dominance and amongst ‘N’
countries over a time periods of ‘T’ years.

Mobility and Turnover

This is as a sum of rank changes among the top exporting commodities from India. Mobility is a
churning in rank position of the leading exporting commaodities from India. It means changes in
rank position within leading commaodities. The measure of turnover as the number of commaodities
below the leading commodities exported from India replace the commaodities belonging to the
leading commaodities exported. In mobility and turnover the changes in rank of current year are
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with respect to previous year. These measure the competition among commodities exported from
India. This mobility and turnover are based on Bodenhorn, et al. (1990). Measure of mobility and
turnover over the periods 1987 to 2013 are calculated and the significance of their difference are
tested. This is done with a view to understand whether dominance pattern of commaodities exported
from India has changed, Murthy and Deb (2008).

Herfindahl-Hirschman Index of Concentration

Herfindahl-Hirschman Index (HHI) is a commonly accepted measure of market concentration. It is
calculated by squaring the market share of each commodity exported from India and then summing
the resulting number (Bhanu Murthy and Deb, 2008). The HHI is expressed as:

HHI = ¥}, S?

Where “Si’ is the market share of exported commodity ‘i’ in the market and ‘N’ is the number of
commodities. This index is range from 1/N to one, where ‘N’ is the number of commodities.

A HHI index below 0.01 indicates a highly competitive.

A HHI index below 0.1 indicates not concentrated.

A HHI index between 0.1 to 0.18 indicates low concentration.

A HHI index above 0.18 to 0.30 indicates moderate concentration.

A HHI index above 0.30 indicates high concentration.

RESULTS AND ANALYSIS

The extent to which global slowdown may impact a country’s exports depends largely on the
number of trading partners of the country and the composition of its export basket. High
dependence on few markets and few exportable products may increase the severity of the impact
of slowdown on exports, both in terms of coverage and depth. In order to assess the extent of the
impact of global slowdown on India’s exports, we examine the trends overtime in composition of
India’s export basket and its direction. Concentration on few exportable products may worsen the
impact of global slowdown on the exports of a country, especially if these products are those
whose demand is closely related to incomes of the people, in other words, if these are not
necessity products. India’s traditional exports have constituted of items such as textile products,
gems and jewellery, tea & coffee and leather & leather products. It is important to trace the
extent of diversification of the export basket overtime. The trends show that there has been some
diversification in composition of India’s export basket overtime. However, there still remains
large scope for further diversification (UNCTAD, 2009).

As seen in table 1 the share of petroleum products in India’s export basket has been increasing
since 2000-01. Interestingly, the share of readymade garments, which has been predominant
sector in export basket, has been declining continuously and it reached to 4.78% in 2013-14.
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Engineering goods, representing a very broad category, continues to be a sector with highest
share in India’s export basket. Share of chemical and chemical products has remained same
overtime while share of gems and jewellery has declined from 16.67% in 1987-88 to around
13.14% in 2013-14. Share of leather has declined from 8% in 1990-1991 to 1.82% in 2013-14.
Share of tea and marine products have been continuously declining, while share of electronic
goods has been increased to 2.44% in 2013-14.

Table 1: Change in Composition of India’s Export Basket (%0)

Commodity/Year 1987-88 | 1990-91 | 1995-96 | 2000-01 | 2005-06 | 2010-11 | 2013-14
Petroleum Products 414 | 288 | 143 | 420 | 1129 | 1652 | 20.05
Gems and Jewellery 1667 | 1611 | 1659 | 1657 | 1506 | 16.12 | 13.14
Basic Chemicals, Pharmaceuticals &

Cosmetics 438 | 681 | 68 | 822 | 885 | 769 | 881
Transport Equipnment 161 | 221 | 291 | 223 | 419 | 639 | 686
Machinery and Instruments 328 | 384 | 261 | 355 | 493 | 471 | 519
Readymade Garments 1161 | 1232 | 1156 | 1250 | 836 | 462 | 4.78
Manufacture of Metals 184 | 251 | 260 | 354 | 411 | 337 | 3.10
Cotton Yarn, Fabrics, Madeups, etc. 730 | 645 | 810 | 777 | 383 | 230 | 285
Rice 2.16 1.42 4.30 1.44 1.36 1.01 2.47
Electronic Goods 127 | 128 | 211 | 236 | 211 | 327 | 244
Iron & Steel 018 | 089 | 219 | 231 | 344 | 204 | 240
Other Engineering Goods 134 | 167 | 139 | 132 | 229 | 338 | 224
Plastic and Linoleum Products 042 | 061 | 184 | 205 | 273 | 18 | 216
Other Agriculture and Allied Products 0.25 0.74 167 1.80 158 159 216
Leather and Manufactures 798 | 798 | 551 | 436 | 262 | 156 | 1.82
Rubber, Glass, Paints, Enamels and

Products 144 | 171 | 205 | 210 | 204 | 143 | 173
Manmade Yarn, Fabrics, Madeups,etc. 0.73 1.95 236 238 1.90 1.70 1.64
Marine Products 340 | 295 | 318 | 313 | 154 | 104 | 162
Other Ores and Minerals 127 | 201 | 205 | 176 | 227 | 155 | 1.27
Oil Meals 136 | 187 | 221 | 100 | 107 | 097 | 090
Iron Ore 354 | 322 | 162 | 080 | 369 | 187 | 051
Carpets 2.63 2.06 1.77 1.31 0.83 0.41 0.33
Tea 3.83 3.29 1.10 0.88 0.38 0.29 0.26

100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00

Source: RBI and Author’s estimation.
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This paper has been focusing on the structural changes in the composition of commodities in
India’s export particularly, after opening and integration of Indian economy to the world
economy. Gems and Jewelry is at the top exporting commaodities from India. Top five exporting
commodities are gems and jewelry; readymade garments; basic chemicals, pharmaceuticals and
cosmetics; cotton yarn and fabrics; petroleum products. These five commodities are accounted
for more than 63 percent of total export during 1987-88:2013-14. Top ten commodities are
accounted for more than 90 percent. These commodities are main sources of earning of foreign
exchange currency through exporting from India to other countries.

Composition of India’s Services Exports

Composition of India’s services exports comprise travel, transportation, insurance, GNIE, and
miscellaneous services having annual compound growth rate 11.22%, 13.69%, 14.85%, 14.29%,
and 21.51% respectively during 1990-91:2014-15. Overall growth rate of total service is
17.41%. The major drivers of sustained year-on-year growth rates registered by aggregate Indian
exportable services have been earnings from Travel, Transportation and Miscellaneous Services
which accounts for both Software and Non-Software services.

Travel is represented by Foreign Exchange Earnings, registered year-on-year (YoY) growth rate
of 13.46% in 2014-15 as compared to the previous year. Foreign Exchange Earnings (FEE) in
US$ terms during the year 2014-15 were US$ 20,334 million as compared to US$ 17,922 million
in 2013-14. However, the impact of global financial meltdown is evident in 2008-09 on the
travel having negative YoY growth rate. Financial year 2012-13 and 2013-14 registered negative
growth rate corresponding to previous year. Export of Transportation services have slowed down
in past few years registering 0.55% year-on-year growth in 2014-15 as compared to a growth rate
of 46% in 2004-05. Insurance Services registered a higher year-on year growth rate of 107.64%
in 2004-05 while in 2014-15 growth rate is 3.77%.

Non-Software services, under miscellaneous receipts, recorded a fall in year-on-year growth rate.
Communication, business and financial services were the major contributors to the decline in non
software services. Business, Communication and Financial services recorded negative growth
rates in 2014-15. This slowdown is the result of the banking financial services and insurance
sector being at the core of global economic slowdown. However, services such as Construction,
News Agency, Royalties, Copyrights and License Fees and Personal, Cultural Recreational
services registered higher year-on-year growth rates in the non-software category (UNCTAD,
2009).

Under miscellaneous services comprises software, business, financial and communication having
annual compound growth rate 13.31%, 14.67%, 19.87%, and 1.32% respectively during 2004-
05:2014-15. Overall annual compound growth rate of miscellaneous service is 12.31%.
However, business, financial and communication services registered negative YoY growth rate
in 2014-15. The export of software services has been a major contributor to the growth of
exportable service accounting for 47% of total services export in 2014-15.



"panuiIuo)

9Z'TT TO'ST- |LT0C |6S0T- |6CTIT |6EET 6L°LT |€¥'0E |Ev'6T- |0LTC- 80°L9 60'8T- | vV EV- (%) yimouao Ao
€vS 881 VLS 8Ly GES 18747 68€ 0€e €5¢ 1443 TOY ove €6¢ A O)
LLE 9Lv- |LEST- |TESE |STTT  |S8TT TTET- |ST'LE  |TsTT |L0Te ¥9'L0T |SS'ET | €1°'8C (%) ymouao Ao
10CC X4 X4 LTTT 7€9C SY6T T6ST 4472 6€9T S6TT 7901 0L8 6T¥ 69€ adueansuj
S50 LT0 L6V~ |¥0'8T |S¥'LT  |8T'T- S6'CT  |8S'ST  |L09T  |90°SE 2097 9’9z | SE'LT (%) yimouao Ao
9/¥/T  |08€ELT |vEELT |TvT8T |9vZvT |8LITT  |OTETT |¥I0OT |¥L6L 4] €891 L0zTE 9€S¢ uoneyodsues )
€T €70 |0S'T-  |689T |LT'€E |988 107~ |Ov've  |LT9T  |I8LT vETE 80'CS | 85'S (%) yimouao Aox
YEEOT | TT6LT |666LT |T9¥8T |€6/ST |6S8IT  [¥680T |6VETT |€CI6 €58L 9999 LEOS [4%33 [anea)
ST-¥10Z | ¥1-€T0C | €T-2T0Z | ZI-TTOC | TT-0T0Z | OT-600Z | 60-800C | 80-L00Z | L0-900Z| 90-S00Z| SO-¥00T | ¥0-£00Z | €0-200T Jeaj/way)

9€'S 95°€ €ET'6T [S86E |9T'9C |[LL'T T.6T |SS9T |6CTT | 186G SE0T (%) yimouao Aox
OVTLT | 8979T |60/ST |98TET |6Cv6 | vLivL vveL GET9 ¥92S 0ELY 7205 15517 LT |eloL
LSTT vre- | PE9E  |688L |S89L |ETE- 60LC |IV'IE |89C LY'8T- | STO- (%) yimouao Ao
9€0TT | 086 €STOT | LivL €9TF | ¥SET 0Eve zT6T SSPT LTYT 1861 9861 IS'TC snoaue|[23sIN
€V°0C- |98°TT |1SC- |0E€9TT |€€€8C |S8'€ESY |000E |£999- [0009- |8T'TPE | €€€T (%) ymouao Aox
8TS 159 78S L6S 9/¢ u €T 0T 0€ SL LT ST 67T A O)
£9'9 8897 |E€T'E £9'9- | 09°0T |€TTT |9L7LT |85TC |TSTCZ- |0E9p 0Lt (%) ymouao Ao
88¢ 0Lt T€C 1£44 (074 LTT 6LT zstT 144" 8ST 80T 11T S8vT adueunsu|
79'S 98'6T |CETI- |S8Y 66'G- |88C LS8T |SE8T |€6'SP |8ST 8yt (%) yimouao Aox
T91¢ 910t LOLT Sz6T 9€8T €561 TT0C 9691 EEVT 786 6€6 €86 69°€T uoneyodsues )
670T- |[8T'ST |¥¥T 11T STT 9 L9YT | ¥79 16'S 9 8L'SE (%) yimouao Aox
LETE L6VE | 9€0€ €66¢ v16¢ 8/8¢ 4VA4 S9€T zeee 860¢ LL6T 9S¥T it [anea)
T0-100Z | T0-000C | 00-666T | 66-866T | 86-L66T | L6-966T | 96-S66T | S6-V66T | ¥6-€66T | €6-766T | ¢6-166T | 16-066T | (ST-VI0Z:16 Jeaj/way|

-066T) 49VD

(uolIIN $ SN) S821A8S JO sprodx3 s.elpul Jo uonisodwo) :g ajgel




"UOINBWISA S, JOUYINe pue |9y :994N0S

LT'T 09§ 167 6CTT | 8L'6C |6EET- |60CC |TETT |8UTE | L¥LE (%) Yimou A0A
v68YTT | Y9SETT | ¥¥SLOT | €ISCOT | LT1T6 | LL60L | L¥6T8 | OT0L9 | S€TSS | SOTZy | 6290€ | TECT S321AI3S ISIIAl B30
ST'LT- L6CY | LE'S v¥'e 6T°LC | 959y~ |95t S¥'9 79ty | 08°€T (%) Yimoi A0A
L66T 0T¥C 98971 009T 79sT 87¢T 861¢ 80¥C 79Tt GLST v8ET zeT SERISEN
uonesiunwuwo)
L8VT- SEVE | SOLI- | TE'S- 97'9L | 099T- |€9LE | LS€ T6'9ST | €ET'9ET (%) Yimou A0A
1995 0599 6v61 £965 8059 €69€ 8Ty LTTE 90TE 60¢T s L86T S92IAJDS [edueUl
120- zTo 616 €L°L EV'CIT | ¥T'6€- |T60T | TEST | LT9S | TT08 (%) Ymoi A0A
98'TT¥8T | T8Y8C | L¥¥8T | 0T6SC | 0S0¥C | TCETT | TO98T | TLLOT | ¥¥SPT | LOE6 91§ L9°YT S9DIAIDS Ssaulsng
8C'S ws 88'G 9T’LT | €89 9€’L 68 VT | SL'8C | €9TE | €€€E (%) Yimoi A0A
80TEL 6EV69 | L9859 | TTTZ9 | 00TES | SOL6Y | O0E9F | OOEOF | OOETE | 009€T | 00LLT | TEE€T SSDIAISS DIBMIOS

ST-¥TOT | ¥T-€T0T | €T-CTOT | TT-TTOC | TT-0TOT | 0T-600C | 60-800C | 80-£00T | £L0-900T | 90-S00¢ | SO-¥00T (%) e3p/way|

4ov)
(oIl $ SN) S8d1AIRS SnoauR|9asIAl Jo s1H0dx3 s, elpu| Jo uonisodwo) "gajgel
9JaYMaS[d PapN|oul 10U SBJIAISS JUBWIUIBA0D T |'N'D
"UOIBWIS S, JOUYINY pue |9y :924n0S

29T 86'€ 9€'z 6T'VT | LL'67 | 9€6- | 6TLT |Svze | 96'LT | TEEE | L609 | O¥'6T | ¥T'TT (%) YIMOID AOA

8YYSST | SLYTST | 8L9SYT | STETVT | 9E9VTT | Sv096 | €96S0T | TvE06 | 08LEL | 6S9LS | 6bTey | 89897 | €920T leso)

[TT 09S | 16% | 6CTT |8L6C |6EEl- | 677 |eT€Te |SUTE | LvLE | 6V0L | v09C | ST'6C (%) YIMOID AOA

v68YTT | Y9SETT | ¥¥SLOT | ETSCOT | LTTZ6 | LL60L | Lv6T8 | OTOL9 | SEZSS | SOTZv | 6290€ | S96LT | €STVT snoaue||22sIIAl




Vol. 37 No. 1 STRUCTURAL CHANGE IN COMPOSITION OF INDIA’S 109

Table 4 showing that India’s export commodities have been structurally changed from traditional
export items such as primary items to the manufactured & processed items and industrial items.
This is possible because of industrialization of India under five year plan (FYP) since
independence of India and liberalization of foreign trade policy (FTP) since 1991. During new
regime of foreign trade policy since 1991, there is a very few variations and changes in the
composition of commaodities exported from India. Some new non-traditional items definitely
added to the basket of commodities exported from India during new regime of foreign trade

policy.

Table 4: Rank Dominance of Composition of Commodities in India’s Export
during 1987-88:2013-14

Variable Presence | Score IRD RIRD
Gems and Jewellery 27 264 0.978 0.178
Readymade Garments 27 213 0.789 0.143
Basic Chemicals, Pharmaceuticals & Cosmetics 27 202 0.748 0.136
Cotton Yarn, Fabrics, Madeups, etc. 23 137 0.507 0.092
Petroleum Products 17 126 0.467 0.085
Machinery and Instruments 27 121 0.448 0.081
Leather and Manufactures 17 103 0.381 0.069
Manufacture of Metals 23 72 0.267 0.048
Transport Equipnment 18 69 0.256 0.046
Marine Products 15 51 0.189 0.034
Iron Ore 9 29 0.107 0.020
Iron & Steel 8 26 0.096 0.018
Electronic Goods 7 14 0.052 0.009
Tea 4 13 0.048 0.009
Rice 3 12 0.044 0.008
Other Engineering Goods 6 10 0.037 0.007
Oil Meals 3 8 0.030 0.005
Other Agriculture and Allied Products 3 6 0.022 0.004
Carpets 2 4 0.015 0.003
Other Ores and Minerals 1 2 0.007 0.001
Plastic and Linoleum Products 1 1 0.004 0.001
Manmade Yarn, Fabrics, Madeups, etc. 1 1 0.004 0.001
Rubber, Glass, Paints, Enamels and Products 1 1 0.004 0.001
5.5 1

Source: Author’s estimation.

Mobility and turnover is a method of measuring the changes in the ranks among the basket of
commodities exported from India. This indicates which of Indian commodities has more
demanded by other countries during the particular year. If the magnitude of mobility and
turnover is low, then there are a few changes in exporting patterns among the basket of
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commaodities and vice-versa. Table 5 shows the total value of change in ranks among the basket
of commodities in a particular year with respect to the corresponding previous year. The
maximum mobility and turnover is 50 in year 2000-01 while minimum is 2 in year 2001-02. This
indicates that the new items added and/or demand pattern changes among the existing
composition of commaodities exported from India in 2000-01 corresponding to previous year i.e.
1999-2000. This may be happened due to either change in the direction of export from India or
some other countries entered into export of such items at competitive price of India. Overall
mobility and turnover is 12.3 per annum on an average basis. This may be because of India has
taken a number of initiatives measure of export promotion since 1991.

Table 5: Mobility & Turnover of Composition of Commodities in India’s Export

Year Mobility &Turnover
1988-89 12
1989-90 9
1990-91 6
1991-92 18
1992-93 8
1993-94 8
1994-95 8
1995-96 20
1996-97 8
1997-98 4
1998-99 9
1999-00 13
2000-01 50
2001-02 2
2002-03 14
2003-04 6
2004-05 20
2005-06 15
2006-07 15
2007-08 9
2008-09 21
2009-10 10
2010-11 11
2011-12 10
2012-13 8
2013-14 5
Average 12.3

Source: author’s estimation.
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Figure 1: Line Graph of Mobility and Turnover of Composition of
Commaodities of India’s Export
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The line graph clearly figure out that the mobility and turnover have been showing slight
variation among the basket of commodities exported during 1988-89: 2013-14, except year
2000-01. However, the mobility and turnover have been consistently decline slightly since 2009-
10 (figure 1). Growth rate of mobility and turnover is negative and low but not statistically
significant (table 6).

It implies that the composition of commodities exported from India to other countries is more or
less same during new foreign trade regime. India should have introduced new manufactured,
processed and industrial goods and new services at world competitive price for increasing India’s
export performance. Indian government is required to make its foreign trade policy world market
oriented. India is considered as a most favourable destination for foreign direct investment (FDI).
So, there is need to integrate FDI policy with foreign trade policy, so that composition of
commodities has been diversified for export from India.

Table 6: Growth Rate of MT of Commodities Composition in India’s Export
during 1987-88:2013-14

Coefficients Standard Error t Stat P-value
Intercept 11.036 29.275 0.377 0.709
LMT -0.004 0.015 -0.297 0.769

Source: Author’s estimation
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The maximum value of Herfindal’s Index is 0.086 in 2012-13 while minimum is 0.06 in 1996-
97. Average value of concentration ratio is 0.071 during 1987-88:2013-14. So, the concentration
ratio among commodities composition is low. However, the value of concentration ratio has been
continuously increasing since 2004-05 except slight decline in 2013-14 (table 7 and figure 2).
The increasing trends of concentration ratio of composition of commodities has been
supplemented and complemented to the dominance pattern of composition of commodities.

Table 7: Herfindal’s Index of Concentration Ratio of
Commodities Composition in India’s Export

Year HI
1987-88 0.067
1988-89 0.080
1989-90 0.073
1990-91 0.067
1991-92 0.065
1992-93 0.068
1993-94 0.068
1994-95 0.070
1995-96 0.066
1996-97 0.060
1997-98 0.063
1998-99 0.075
1999-00 0.081
2000-01 0.069
2001-02 0.067
2002-03 0.067
2003-04 0.064
2004-05 0.064
2005-06 0.066
2006-07 0.066
2007-08 0.071
2008-09 0.073
2009-10 0.077
2010-11 0.080
2011-12 0.081
2012-13 0.086
2013-14 0.083
Average 0.071

Source: Author’s estimation
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Figure 2: Line Graph of Concentration of Composition of Commodities of India’s Export
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Table 7: Growth Rate of Concentration of Composition of Commodities

Coefficients Standard Error t Stat P-value
Intercept -13.199 4.705 -2.805 0.010
LHI 0.005 0.002 2.243 0.034

Source: Author’s estimation.

The annual compound growth rate of concentration ratio of composition of commaodities is
positive and statistically significant but value is low (table 7). It means the concentration of
composition of commaodities exported from India has been increasing during last more than two
decades. This indicates that no new item(s) has been addedto the composition of commodities
having significant share in among commodities exported from India during last more than two
decades. This is also evident from dominance pattern of composition of commodities. Top ten
items among composition of commodities exported from India having more than 90 percent
dominance during new foreign trade policy since 1991.

CONCLUDING REMARKS

The changes in India foreign trade strategy from import-substitution to export-promotion have
been improving exports performance significantly during the post-reform period. There has been
a perceptible change in the value, composition and direction of India’s exports as a result of
changes in foreign trade policy. Though the volume and value of exports has increased manifold,
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India’s share in the world exports is still not up-to the expectation. The share of manufactured
goods as well as the proportion of high value and differential products, petroleum products has
increased in India’s export basket reflecting that Indian economy is being diversified and non-
traditional items of exports are gaining importance. Earlier we were exporting mainly traditional
and primary commodities. Now, we have made structural changes in the composition of
commodities exported from India. Now, we have composition of industrial, engineering and
manufactured and processed goods in addition to primary goods. This structural change is
possible because of Indian government consistent effort towards industrialization of the country
under five year plan (FYP) since independence. Gems and Jewellery is at the top among the
compostion of commodities exported from India. Top five exporting commodities are gems and
jewellery; readymade garmets; basic chemicals, pharmaceuticals and cosmetics; cotton yarn and
fabrics; petroleum products. These five commodities are accounted for more than 63 percent of
total export. Top ten commodities are accounted for more than 90 percent. India’s foreign trade
policy has been consistently liberalized and integrated in line with world trade organization (WTO)
policy. However, India has insignificant share in the world trade. India is required to make its
commodities and services more competitive at the world market. For increasing India’s export, it is also
required to add new items and diversify commodities and services at competitive price in its export
basket. For this, India needs a comprehensive trade policy measure and integrated efforts. This paper
extensively and comprehensively explains India’s composition of export of goods and services. However,
India’s recent trend of export showing proportion of service is increasing in composition of India’s
export. So, it can further be examined about the role of service sector in increasing India export and its
future viability.

POLICY IMPLICATIONS:

The major policy implication for increasing India’s export, within the background of post reform
period trade policy, has been emerging out of the present study as follows:-

1. India need to make suitable policy changes in its trade policy, so that India can exploit
opportunities in global market and increase its export. has rightly shifted its FDI policy
to ‘Make in India’ recently. This would help to increase production of manufactured and
industrial goods for export. So, India FDI policy and foreign trade policy must be
integrated for export promotion.

2. For achieving 2 per cent of world trade by year 2020, India should be competitive
globally and able to exploit opportunities provided by global market and environment.

3. India needs to make proper diversification in composition of goods and services within
the background of India foreign trade policy and also to remove bottlenecks operating in
the economy and help in improving export competitiveness. The price and income
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5.

elasticity, for demand for export, should keep in mind while making diversification in the
composition.

India’s performance on high tech manufacturing trade front is not at par with other
leading exporters of high technology products. India should make special efforts to
increase the High Technology exports such as aerospace, computers-office machine,
scientific instruments, electrical machinery, pharmacy etc. as

India needs to re-orient the pattern of its exports to switch to more skill-intensive and
more knowledge-intensive goods and services of competitive international quality.

Further, diversification and addition of India’s export basket and the development of new
export markets should be worked out within the background of India’s new foreign trade
policy during post reform period and WTO guidelines and a wider effort to enlarge the
country’s foreign trade and expand commercial and economic relations with other countries.
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