CHAPTER 8

FOREIGN TRADE AND BALANCE Of
PAYMENTS

The external payments situation, which had cased
in 1982-83, improved further in 1983-84. The trade
cap which was Rs. 5802 crores in 1981-82, and
declined to Rs. 5,526 crores in 1932-83, is expected
to fall further to about Rs. 5,000 crores in 1983-84.
As a percentage of Gross Domestic Product (GDP),
the trade deficit is likelv to come down from over 3.9
per cent in 1981-82 to about 2.7 per cent in 1983-84.
Foreign exchange reserves (excluding gold and SDRs)
increased from Rs. 4,265 crores at the start of 1983-84
to Rs. 4,696 crores by January 31. 1984. At this
level, foreign cxchange rescrves weire Rs. 431 crores
higher than the level at the beginning of the financial
year.

8.2 In view of the improvement in the external
financing position, the Government on its own initi-
ative decided to refrain from making any further
drawings under the EFF arrangement with the Inter-
national Monetary Fund (IMF) after the completion
of the current year’s programme. By then India wiil
have drawn SDR 3.9 billion out of SDR 5 hillion
originally envisaged. The faster than anticipated im-
provement in the couatry’s balance of payments is a
matter of satisfaction and underscores the soundness
of the external adjustwent policics adopted by the
Government at the beginning of the Sixth Five Year
Plan period.

Balance of Payments and Foreign Exchange Reserves

8.3 The oflicial balance of payments data compiled
by the RBI are available only up to the first quarter
of 1982-83. However, major develepments in  the
balance of payments in 1982-83 and 1983-84 can be
inferred from the available partial data on trade, in-
visibles flows and aid flows as their net effect is
directly reflected in the movements in foreign exchange
reserves.

8.4 The year [982-83 saw a turn around in the
external payments position of the country. The pre-
vious yecar (1981-82) had seen severe strain on ex-
ternal payments. Foreign reserves (including gold
and SDRs) had declined by Rs. 1,618 crores in spite
of the drawal of Rs. 637 crores {from the IMF under
the EFF arrangement negotiated in November 1981.
Thus the residual financiag gap i.e., the loss in reser-
ves that would have occurred in the absence of IMF
resources, amounted to as much as Rs, 2255 crores
i 1981-82. TBRe situation improved considerably in
1982-83.  Although drawings from the IMF increased
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to Rs. 1,893 crores, the residual financing gap  was
fower allowing a build up of foreign reserves (includ-
ing gold und SDRs) by Rs. 771 crores, recouping to
some cxtent the excessive rescrves loss of the previous
year.  The residual gap in 1982-83 is estimated from
these figures at Rs. 1,122 crores which is about hall
the size of the gap in 1981-82. The situalion has
improved turther in 1983-84. The movement 2

foreign reserves (including gold and SDRs) upto
31st January, 1984 showed an increase of Rs. 242

crores and the net drawal from the IMF was Rs, 937
crores so that the financing gap in the first ten months
of 1983-84 has been about Rs. 695 crores. On present
cxpectations the gap for the vear as a whole is likely
to be about Rs, 900 crores.

8.5 The improvement in the balance of payments
witnessed in 1982-83 and 1983-84 reflects the com-
bined effect of developments on both the current and
capital accounts. On the current account there has
been a definite improvemeat in the balance of trade.
The tradge defir. which was Rs. 5,802 croges in
1981-82. declined to Rs. 5,526 crores in 1982-83. Ay
a percentage of GDP, the decline was trem 4.6 per
cent in 1980-81 to 3.4 per cent in 1982-83.  This
decline in the trade deficit was principally because of
massive import savings in petroleum, as  domestic
production of crude oii increased, together with import
savings in other bulk imports, especially in fertilisers
and non-ferrous metals. The trade balange hag impro-
ved farther in  1983-84. 1In the period April—
October, 1983 the trade deficit was Rs. 2,744 crores
which was Rs. 584 crores less than the trade deficit in
the correspending neriod of the previous year. On
present prospects, the trade deficit for the year as a
whole is likely to be about Rs. 5,000 creres. The con-
tinued improvement in 1983-84 is pricinally because
of continued import saving in petroizura  following
higher domestic production and a soficning in inter-
national oil prices. The volumie of other imports.
especially raw materials and other inputs into industry
also declined on account of the slow-down in industriz
growth in 1982-83 which continued into the fivst haif
of 1983-84.

5.6 A second factor underlymg the improvement
in the balance of paymentls position in the current
vear is the behaviour of invisible receipts. These had
been buovant up to 1981-82, but were expected (o
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decline in 1982-83 and 1983-84 because of the de-
teriorating international environment and the econc-
mic slow-down in the Gulf countries. Although do-
velopments in the Gulf countries are not favourable
from a medium term pomt ol view, these have not
yet atfected net invisibles which continuc to  lend
strength to the current account position.

8.7 A number of steps were taken mn 1982-83
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hold of deposiis  in
two  percentage

rate on these

the form
included a

thelr  savings in
Indian banks, These
point premivm in  the interest
deposits  over that  on + domestic  deposits,  These
measures have proved successful and there has
been a sizeable accretion of funds m the form of de-
posits in non-resident external accounts which has
strengthened the capital account side of the balance
of payments. The increase in the amounts outstand-

to step-up the flow of remittances to India and ing in the various types of external accounts is shown
to encourage non-resident Indians abroad to below
TABLE 8.1
Ountstanding amounts in various types of external accounts
As on Non- Foreign Currency Non-Resident Accounts
Resident
External U.S. $ Accounts £ sterling Accounts
Rupee
_Account* $ million  Rs. crores £ million Rs. crores
(Rs. crores)
31 March, 198t 937.74 140.29 115.66 19.78 36.60
31 March, 1982 {,186.18 107,32 100.55 27.64 46.16
31 March, 1983 1,634.60 151.50 150.81 68.23 100.63
2,153.50 355.26

**31 December, 1983

*Figures include accrued interest.
**Provisional data.

Whereas the total accretion to these accounts in
1981-82 was Rs. 243 crores, it increased to about
Rs. 550 crores in 1982-83. 1In 1983-84 up to the
end of December, 1983 the receipts have increased by
about Rs. 800 crores.

8.8 The external assistance environment has been
deteriorating and remains unfavourable. Fortunately,
this did not affect aid disbursements in 1982-83 and
1983-84 which were largely influenced by projects in
the pipeline.  Efforts are being made to accelerate
disbursements in 1983-84 but disbursements are only
likelv to show a modest increase over the previous
year.

8.9 The improvement in the balance of payments
situation may be expected to continue into 1984-85
{or a variety of reasons. Crude oil production is pro-
jected to increase further to reach the Sixth Plan tar-
get of 29.6 million tonnes and international oil prices
arec expected to remain at about the present level.
The slow-down in the growth of other imports wit-
nessed i the first half of 1983-84 will also take time
to be reversed, especially since there are substantial
stocks of raw materials, such as steel, and coansiderable
potential for increasing produoction through better
capacity utilisation in steel and fertilisers. Foad stocks
have been replenished and food imports may not be
needed under normal weather conditions,  On present

374.47 109.25 167.16

cxpectations, therefore, the financing gap in 1984-85
will be significantly lower than in the current vear.

8.10 In view of these favourable developments in
the balance of payments, the government decided to
abstain from making any further drawings under the
EFF arrangement atter the completion of the current
third year programme. By the end of the third year
programme India will have drawn a total of SDR
3.9 billion out of SDR 5 billion originally available.
While there will be a residual financing gap in 1984-85,
it will be of manageable limit which can be met
without resort to the IMF.

8.11 The external value of the rupee continued to
b(; fixed in terms of a weighted basket of currencies
of countries which are India’s major trading partners
with the pound sterling as the intervention currency.
The _cxchange rate between the rupee and the pound
sterling was adjusted from time to time in line with
the exchange rate movements of the currencies in the
baskct. The latest adjustment was effected on  15th
February, 1984 when the middle rate was fixed at
Rs. 15.45 per pound.

Imports

8.12 Total imports during 1982-83 amounted to
Rs. 14,356 crores (provisional) showing an increase of
5.5 per cent over the previous year’s level, This was a
second yvear of modest import growth: in 1981-82,



imports had iucreased by &3 per cent. Ay i 1951
32, the moderation in import growth in 1982-83 was
because of the increase in domestic production o
items such as petroleum, fertitisers, non-ferrous me-
tals, etc. There was also some decline in world prices
of a few items of India’s imports, cspecially POL,
fertilisers, and edible cils. The slow-down in imporis
has continued into 1983-84 with the data for April-—
October, 1983 indicating thar the value of imports
was 2.8 per cent lower than in the corresponding
period of the previous vear. 'The low level of im-
ports in 1983-84 is because of continued import savings
in petroleum through higher domestic production, and a
lower level of oil prices in world markets than at this
time last year but it is also because of slack demand
from industry. The volume of imports is expected
to increase in the second half of 1983-84 opn account
of some revival in economic activity and some bunching
in the arrival of bulk imports. However, even allowing
for this pattern, imports in 1983-84 are likely to grow
at a lower rate than in 1982-83.

8.13 The slow growth in imports in 1982-83 and
1983-84 is characterised by some important differen-
ces in the behaviour of individual items. While im-
ports of bulk items have been declining, there  has
been expansion in capital goods imports and in other
imports, mainly input requirements of industry. In
1982-83, when imports increased by 5.5 per cent,
capital goods imports increased by 13 per cent, and
the largest increase was in the category of “others™.
It may be nofed that 1982-83 data are provisional
while those for 1981-82 are revised. The catcgory
“others” in the provisional figurcz includes unclassified
items which would get distributed later  among
the identified groups thereby reducing the percentage
rise in 1982-83 under this category. The high growth
rate of capital goods imports has continued into the
current year with the data for April—Secptember, 1982
showing a growth rate of 31.7 per cent for this cate-
gory. Interestingly, tha category “other imports™ also
shows stagnation compared with the same period in
1982-83 (both figures are provisional) probably
reflecting the slow down in industrial activity during
the early part of the year.

8.14 In 1982-83, imports of cereals and  cereal
preparations amounted to Rs. 306.5 crores, which
were lower than the level of 347.2 crores in the pre-
vious year. Imports of foodgrains continued in 1983-
84 to supplement domestic availability after” the
drought. The import of wheat was around 1.3 million
tonnes in each of the two vears 1981-82 and 1982-83
and 2.1 million tonnes of wheat has been contracted
for delivery in 1983-84.

8.15 The trade data compiled by the DGCI&S
show a very sharp decline in edible oil imports from
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Hao 6253 crores m 1981-82 to Rs. 226.3 crores in
1982-83. However, the 1982-83 data are provision-
al and understate the actual level of edibie oil jm-
ports. Pending revision of the DGCI&S data, a more
reliable picture of edible oil imports is obtained from
data from the State Trading Corporation (STC)
through which edible oil imports are canalised.
According to these data, imports of vegetable oil
were 10.2 lakh tonnes valued at Rs. 498.4 crores
in 1981-82, but in 1982-83 thesc had declined  to
9.8 iakh tonnmes valued at Rs. 417.5 crores. The
world market prices for edible oils were depressed in
1982-83, when there was a sharp fall in prices  of
palm oil and groundnut oil, and a moderate fall in
the case of soyabean oil. Reflecting  this the unit
price of imports was about 12.5 per cent cheaper in
1982-83 than in 1981-82. However, during the
current year prices of edible oils have firmed up in the
world market. STC's imports during April—
September. 1983 were larger at 6.8 lakh tonnes com-
pared with 4.7 lakh tonnes in the  corresponding
period in the previous year (an increase of 44.7 per
cent). Imports in value terms during the above period
(Rs. 304.5 crores) were, however, higher by 47.1 per
cent as a result of increasc in prices. The large outgo
of foreign exchange on account of cdible oils imports
and the rising trend in international prices of edible
oils underscore the urgent need to step up production
of oilseeds within the country as an important area
for import substitution.

8.16 During 1982-83 POL imports (gross) werc
about 22.0 million tonnes valued at Rs. 5,598 crores
compared with 20.2 million tonnes wvalued at
Rs. 5,189.5 crores during 1981-82. The increascd
volume of POL imports during 1982-83 needs to be
adjusted for the fact that constraints in domestic re-
fining capacity prevented refining of par: of the crude
produced in Bombay High. which was exported and
against this, additional crude or products more suit-
able for India’s refining and consumpticn requirements
were imported. The valuc of POL imports, net of
oil exports is, therefore, the appropriatc measure of
the country’s dependence on imported oil and net
imports declined from Rs. 4,978.2 crores in 1981-82
to Rs. 4,440.6 crores in 1982-83. The saving  of
POL imports has continwed in 1983-84. The gross
value of POL imports during April-—September 1983
was lower by 20.5 per cent than in the same period
of the previous vear. POL imports value, net of oil
cxports during the same period show a  decline of
31.7 per cent over April-—September 1982, For the
vear as @ whole, prosnects are that POL imperts, net
of ofl exports, will amount to about Rs. 3.600 croxes,
a substantial reduction from the level of Rs. 4,441
crores in 1982-83. Underlying this improvement is
the increase in domestic production of crude oif from
16.2 million tonnes in 1981-82 to 21.1 millicn tonnes
in 1982-R2 ang fikely production of about 26 million
tonnes in  [983.84,



TABLE 8.2

Imports by Major Co mmodity Groups

(Value in crores of Rupees)

Sl Commodity 1981-82 1982-83 Percentage April-September
No. P) change
1982-83/  1982(P) 1983(P)
1981-82 _
1. Capital goods 2096.2 2368.3 13.0 1050.9 1383.8
2. Cereals and cereal preparations 347.2 306.5 ~—11.7 88.1 310.0
3. Chemical materials and products . 77.6 73.2 —5.7 27.4 43.5
4. Edible oils 625.3 226.3 —53.8 117.6 116.8
5. Fertilizer crude 82.6 55.5 —32.8 27.6 26.0
6. Fertilizer finished 509.7 145.6 —T71.4 76.3 24.0
7. TIron and steel . . . 1203.5 1146.0 —4%.8 531.0 416.7
8. Medicinal and pharmaceutical products 34.4 80.6 —4.5 33.2 46.5
9. Non-ferrous metals . . . 3971 279.1 —29.7 148.3 148.9
10. Non-metallic mineral manufactures excluding pearls 114.2 141.4 23.8 43.1 108.4
11. Organic and inorganic chemicals . 485.2 387.0 —20.2 166.4 209.0
12. Paper, paper-board and manufactures thereof 245.4 147.5 —39.9 49.1 80.4
13. Pearls, precious and semi-precious stones 97.4 677.4 70.5 387.9 398.2
14. Petroleum, petroleum products and related materials (Gross) . S5189.3 5597.7 7.9 2758.5 2192.9
15. Professional scientific controlling instruments, photographic
optical goods, watches and clocks . . 201.3 189.8 —5.7 81.3 121.0
16. Synthetic and regenerated fibres . 173.2 124.7 —28.0 52.9 51.8
17. Others 1377.8 2409.2 74.9 1048.0 1019.8
ToTtaL 13607.6% 14355 8%+ 5.5

6687.6 6697.7

(P) Provisional.

*Figures as per March 1982 issue of “Monthly Statistics of Foreign Trade of India.”
**Revised to Rs. 14,360 crores for supplementary data received up to October, 1983.

Source : DGTT & S, Calcatta.

8.17 The volume of imnorts of finished fertilisers
showed a drop of 66.3 per cent in 1982-83 and the
value of fertiliser imports dropped by 71.4 per cent.
There was also a decline in imports of crude fertili-
sers. This decline was mainty becausc of higher do-
mestic producticn and tc some extent also because
of some slowing down in ofitake on account of the
drought. During April—September, 1983 imports of
manufactured fertiliscrs showed a decline of 60.7 per
cent in volume and a drop of 68.5 per cent in value,
because of lower prices abroad and a rise in domestic
production. In the case of crude fertilisers while the
volume of imports increased during April—September
83, the value was marginally lower on accouni of
decline in prices.

8.18 Imports of organic and inoiganic chemicals
showed a decline of 20.2 per cent from Rs. 485.2
crores in 1981-82 to Rs. 387.0 crores in 1982-83.
However, during April—September 1983, imports
showed a rise of around 25.6 per cent to Rs. 209
crores. Imports of chemical materials and products
also showed somewhat similar frends. Imports of
medicinal and pharmaceutical products showed a fall
of 4.5 per cent in value in 1982-83 but in the first
half of the current vear, these showsd an increase
of about 40 per cent when they amecunted to Rs. 46.5
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crores compared with Rs. 33.2 crores in April—Sep-
tember 1982. Synthetic agd regenerated fibre imports
declined by 31.5 per cent in volume and around 28
per cent in value during 1982-83 but their imports
showed a rise in volume of 13.8 per cent during
April—September 1983 though with a fall in" unit
value, the impeort outlay was marginally lower,

8.19 Imports of non-metallic mineral manufactu-
res showed an increase of 23.8 per cent from

‘Rs. 114.2 crores in 1981-82 to Rs. 141.4 crores in

1982-83. This trend continucd when their imports
amounted to Rs. 108.4 crores during April—Septem-
ber 1983 as against Rs, 43.1 crores in the same period
in the previous vear. There was a fall in imports
of paper and paper board from 412,300 tonnes
valued at Rs. 245.4 croreg in 1981-82 to 208,700
tonnes valued at Rs. 147.5 crores during 1982-83.
The fall in imports of paper and paper board
manufactures was of 49.4 per cent in  volume
and 39.9 per cent in value. This is largely attribu-
ted to reduction in newsprint imports during 1982-
83 on account of improvement in domestic produc-
tion. However, during Apiil-—September, 1983 there
was an increase in volume of imports of around 97.1
per cent and an increase in value of 63.7 per cent
reflecting a decline in unit value of imports of 16.9
per cent, Imports of pearls and precious stones



(primarily to feed the export oriented gem and jewel-
lery industry), increased by 70.5 per cent from
Rs. 397.4 crores in 1981-82 to Rs. 677.4 crores in
1982-83. However, during the first six months of
1983-84, the increase in these imports was smaller at
27 per cent.

8.20 Imports of non-ferrous metals declined from
Rs. 397.1 crores in 1981-82 to Rs. 279.1 crores in
1982-83, showing a fall of 29.7 per cent. 'This was
on account of decline in aluminium imports brought
about by improvement in production and somewhat
weak domestic demand. During April—September,
1983, imports remained around the same level as in
the first half of the previous ycar. lron and steel
imports declined from around 3.2 million tonnes valu-
ed at Rs, 1203.5 crores in 1981-82 to 2.8 million
tonnes valued at around Rs. 1,146 crores in 1982-83.
While there was a drop in imports of around 12.5 per
cent in volume, imports value declined by 4.8 per cent
because of higher unit value of imports. During April-
September, 1983, imports of iron and steel declined
by 22.3 per cent in volume and 21.5 per cent in value.
Because of imbalance in the product mix of domestic
demand and supply, iron and steel imports had to be
at a higher level. But in view of the steps taken to
encourage the use of indigenous iron and steel, the
level of these imports is iikely to be lower  during
1983-84.

8.21 Imports of capital goods which had increased
by 13 per cent during 1982-83, showed a rise of 31.7
per cent during April—September 1983.  The step
up reflects that investment is being expanded in many
import intensive sectors. This includes sectors such
as petroleum and coal, power, fertilisers etc., where
the import content of investment is high.

Sources of Imperts

8.22 The Organisation for Economic Cuoperation
and Development (OECD) countries as a group con-
tinued to account for the iargest share in India’s im-
ports accounting for 46.2 per cent of these in 1982-83.
This was followed by the Organisation of Petrcleum
Exporting Countries (OPEC) whose share was 27.1
per cent. Developing countrics (excluding members
of the OPEC) and East European countries respective-
Iv accounted for 13.7 per cent and 12.7 per cent of
the country’s imports in 1982-83.

8.23 Imports from the OECD countries showed an
increase of 3.9 per cent from Rs. 6.378 crores

in
1981-82 to Rs, 6,627.0 crores in 1982-83. Within
the OECD, imvorts from the European  Economic

Community (EEC) showed an increase of 6.1 per cent
from Rs. 3,059 crores in 1981-82 to Rs. 3.245 crores
in 1982-83 and accounted for 22.6 per cent of the
total imports. Among the EEC countries, the UK was
the largest source of imports followed by the Federal
Republic of Germany, Belgium. France and the
Netherlands. The position of the USA as the single
largest source for imports changed in 1982-83, as a
result of a decline in its share in India’s total imports
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to 9.5 per cent from 10.4 per cent in the previous
year. In absolute terms, India’s imports from the
USA fell from Rs. 1,420 crores in 1981-82 to
Rs. 1,371 crores in 1982-83, that is by 3.5 per cent.
There was an increase of 20.7 per cent in imports from
Japan, from Rs. 886.5 croies in 1981-82 to around
Rs. 1,070 crores in 1982-83.

8.24 There was an increase of around 3 per cent
in imports from the OPEC to Rs. 3,885 crores in
1982-83 from Rs. 3,770 crores in 1981-82.  About
98.8 per cent of India’s imports from this group came
from West Asia, which showed an increase of 135.3
per cent in 1982-83, in contrast to a decline in imports
from Algeria and Venezuela.

8.25 The share of the countries of Eastern Europe
in the country’s imports went up from 11.1 per cent
in 1981-82 to 12.7 per cent in 1982-83 on account
of an increase of 21.1 per cent in imports from
Rs. 1,507 crores in  1981-82 to  around Rs. 1,825
crores in 1982-83. The USSR was the largest single
country source of imports in 1982-83 (with a 10.5 per
cent share) an increase from 8.4 per cent in 1981-82.
This reflected an increase of 33.1 per cent in imports
from the USSR during 1982-83.

8.26 The share of developing countries (excluding
members of the OPEC) remained unchanged at around
14 per cent in imports during 1982-83. During that
vear imports from Africa and Latin America showed
decline of 9.7 per cent and 24.6 per cent respectively,
while imports from Asia and Oceania showed an in-
crease of 11.2 per cent,

Exports

8.27 India’s exports in 1982-83 at Rs. 8,830 crores
(provisional) showed an increase of 13.1 per cent over
the previous year. These figures include crude oil
from Bombay High. Excluding crude oil exports, the
growth in 1982-83 was 2.6 per ceni. Though this
was a deceleration from the rate of 13.9 per cent in
1981-82 for non-oil exports, this peifermance has to
be viewed against the background of the severe con-
traction in world demand conditions and increased
protectionism abroad. World trade in fact declined in
volume by about 2 per cent in 1982. Some of the
important markets for India in West Asia faced dis-
turbed conditions and there was also a slowing down
in economic activity in these countries, following the
decrease in volume of their oil exports and internation-
al oil prices. Lower purchases by the East European
countries was another factor which eontributed to the
slow growth in exports in 1982-83,

8.28 Auvailable data for April—October, 1983 indi-
kate that there has been some improvement in export
performance this year. Total exports in this period
show a growth of about 7.7 per cent over exports in
the same period of 1982-83. 1In :he case of non-oil
exports, the growth rate is 9.9 per cent. Much of
the growth came from an increase in exports of handi-
crafts, mainly gems and jewellery. Exports of manu-
factured goods, such as engineering goods and ready-



made garments, remained relatively depressed. There
was an increase in exports of leather and leather manu-
factures, raw cotton, iron ore, tea and cashew kernels.
There are indications of a pick up in world cconomic
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activity although the demand revival is neither spread
over all markets nor sufficiently robust. However, it
is likely that non-oil export growth for the year as a
whole will be better than in the previous year.

TABLE 8.3
Exports by Major Commodity Groups

(Value in crores of Rupees)

sLTTTTTTTTT Commodity 1981-82 1982-83  Percentage April-September
No. P) Change
: 1982-83/ 1982(P) 1983(P)
1981-82
1. Cashew kernels 181.5 134.0 ~26.2 79.5 90.7
2. Coffee and coffee substitutes 146.3 184.2 25.9 128.5 109.3
3. Fish and fish preparations 280.3 349.4 24.7 169.4 154.9
4. Oil cakes 117.9 149.4 26.7 78.0 55.4
5. Raw cotton 36.3 101.2 178.8 69.3 104.2
6. Rice . 367.8 199.5 —45.8 113.6 4.1
7. Spices 98.8 88.9 —10.0 34.8 46.5
8. Sugar 64.2 62.4 —2.8 27.7 24.3
9. Tea and mate . 395.2 367.5 —7.0 150.8 163.1
10, Tobbacco unmanufactured . 204.9 208.5 1.8 161.3 84.8
11 Iron ore . 351.8 373.8 6.3 151.0 158.2
12, Engineering goods@ . 850.7 786.2 —7.6 392.8 311.4
13. Chemicals and allied products 364.1 308.2 —15.4 169.8 124.2
14. Cotton fabrics . 294.6 265.5 —9.9 116.0 120.7
15. Iron and steel 79.1 55.8 —29.5 25.4 22.1
16. Jute manufacture . . . . 257.5 202.8 —21.2 92.2 90.8
17. Leather and leather manufactures including footwear 405.5 371.8 —38.3 174.5 180.5
18. Ready made garments 595.8 527.5 —11.5 232.9 202.4
19. Handicrafts 1130.9 1172.2 3.7 306.6 794.3
of which :
Pearls ; precious and semi-precious stones (761.1) (824.9) 8.9 (138.6) (612.4)
20. Others 1582.7 2921.0 84.6 1394.6 1390.6
of which, Crude oil (196.2) (1023.3) (421.6) (582.3) (574.5)
Total . . . 7805.9(a)  8829.8% 13.1 4068.7 4272.5

“7(P) Provisional (a) Figures as per March 1982 issue of the “Monthly Statistics of Foreign Trade of India.”

*Revised to Rs. 8,834 crores for supplementary data received up to October 1983,
@Thase exports miinly consist of machinery and transport equipment and metal manufactures excluding iron and steel.

Source : DGCI & S, Calcutta.

8.29 During 1982-83, export of tea declined to
191.6 million kgs. valued at Rs. 367.5 crores  from
213.8 million kgs. valued at Rs. 395.2 crores in the
previous year. Exports of tea suffered during 1982-83
on account of a fall in domestic production, particular-
ly of the exportable varicties, owing to drought condi-
tions. Export volume continued to dccline during
April—September 1983 but the value of exports in-
creased by 8.2 per cent because of an increase of about
25.5 per cent in unit value realisation. Prices of tea
have risen sharply in world markets after August,
1983. The sharp rise in domestic price of tea, which
began in 1982-83, continued in this year. In Decem-
ber 1983, the Government had to resort to a ban on
export of CTC tea (largely consumed domestically) in
order to ease the pressure on domestic prices. How-
ever, overall value of tea exports, during 1983-84 is

expected to be higher than in the previous year duc
to higher unit value realisation. Expott earnings from
coffee had declined in 1981-82 but recovered in 1982-
83, showing an increase of 25.9 per cent.  This was
attributable to an increase of 23.2 per cent in unit
value with volume growth being limited to 2 per cent.
Unit value increases reflected the emergence of a short-
age of coffee in the world market owing to {rost dam-
age to the Brazilian coffee crop. However, during the
first six months of 1983-84, coffee exports have suffer-
ed a set back, declining by 18.6 per cent in volume
and 14.9 per cent in value. Coffee exports to the
USA and the EEC have declined while exports to the
Rupee payment area have shown improvement. Ex-
ports of coffee to non-member countries are hamper-
ed by high prices of Indian coffee vis-a-vis major ex-
porters which offer sizeable discounts on their prices.



Both tea and coffee exports are suffering from long

term stagnation which is marked by periodic booms
and slumps.

8.30 Cashew exports showed a decline of around
26.2 per cent during 1982-83 in value, although the
volpme at around 30,500 tonnes was the same
as in the previous year. The set back in cashew ex-
ports arose from a fall in unit value realisation ot
25.6 per cent, because of severe competition from other
edible nuts. The USSR market had helped in sus-
taining cashew export prices at higher levels, and re-
duced purchases by the USSR in 1982-83 affccted
prices adversely. Export of cashew kernels during
April—September, 1983 showed an increase in volume
of 35.8 per cent but a smaller increase in value of 14
per cent owing to the continued fall in unit value
realisation. Exports of rice declined from 872,500
tonnes valued at Rs. 367.8 crores in 1981-82 to
435,00Q tonnes valued at Rs. 199.5 crores in 1982-
83, registering a fall of 50 per cent in volume and
46 per cent in value. The declining trend in rice ex-
ports continued during the first half of 1983-84 with
a fall of 76.5 per cent in volume and 61.2 per cent
in value. The fall in export volume, in face of buo-
yant markg,t conditions, was on account of a dgcline
11119 8c%omestlc availability following the dronght in

8.31 Export of spices amounted to 76,100 tonnes
valued at Rs. 88.9 crores in 1982-83 showing a
decline in volume of 2.6 per cent awd a dvop in
value of around 10 per cent. Exporiz recovered in
April—September, 1983 with a volume increase of
24.5 per cent this, together with an appreciation of
7.5 per cent in unit value, led to an increass of 33.6
per cent in export value. Most of the Indian spices,
notably cardamom and pepper continue to face stiff
competition in the world muarkets and the exportable
surplus is getting limited because of stagnancy in pro-
duction.

8.32 Exports of oil cukes showed an increase of
27.5 per cent in volume and 26.7 per cent in value
during 1982-83. However, during the first six months
of the current year, oi cakes suffered a set back and
exports declined by 24.2 per cent in volume and 28.8
per cent in value. " ho decline in oil cakes during the
current half year la.zely reflects reduction in surplus
available for export following the poor crop in 1982-
83. Export earnings from unmanufsctured tobacco
showed an increase from Rs. 204 9 crores in 1981-
82 to Rs. 208.5 crores during 1982-83. There was a
decline in volume from 115,400 tonnes to 98700
tonnes over the same period but this was offset by
appreciation of 19.7 per cent in upd value. D
April—September, 1983, exports of tobacco unmsz -

facured decreased by 46.5 per cert in volume and
47.4 per cent in value.

8.33 Exports of sugar amounted o Rs. 62.4 crores
in 1982-83 as against Rs. 64.2 crorcs in the previous
year. = During April—September. 1983 sugar exports
showed a marginal increase in volurne by 1.4 per cent
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but there was a decline in export earnings of 12.3
per cent on aceount of a fall in unit value realisation
of 13.4 per cent. India had to sell a large part of its
sugar in free markets abroad where the prices were
much lower than in the preferential markets open to
certain leading sugar expoiting countries.

8.34 Exports of marine products touched an all time
high in 1982-83 increasing from 73,900 tonnes
valued at Rs. 280.3 crores in 1981-82 to 94,800
tonnes valued Rs. 349.4 crores in 1982-83. This
represented an increase of 28.3 per cent in volume
and 24.7 por cent in value.  The bulk of the country’s
exports ¢f .narine producis consist of frozen shrimps
and Japan «nd the USA continued tc be the main
markets, There has been a set back in the first six
months of the current y=ar, with a declive of 19.9 per
cent in volume which has been parily offset by an
appreciation in the unit valne realisation of 14.3 per
cent so that in value terms exports have declined by
only 8.5 per cent,

8.35 The demand for iron ore fiuctuates with the
requirement of the world iron and steel industry,
which continued to be affected by recession. Exports
of iron ore during 1982-83 declined to 20.7 million
tonnes compared with 23.7 million tonnes in the pre-
vious year, though export values increased by 6.3 per
cent to reach Rs. 373.8 crores. This pattern has con-
tinued into the first half of 1983-84, with iron ore
exports declining by 9.2 per cent in volume terms but
showing an increase of 4.8 per cent in earnings, Japan
is the major market for the country’s iron ore
exports and India continues to face tough competition
from Australia and Brazil.

8.36 Exports of jute manufactures, had suffered
severe setback in 1981-82 and showed a further dec-
line in 1982-83. There was a 23.3 per cent decline in
volume and exports fell by 21.2 per cent in value. The
poor performance reflected stagnant world demand for
jute and jute products, resulting particularly from the
recession in the US market, and reduced purchases by
the USSR. This trend has continued in the first six
months of the current year, when exports of  jute
manufactures fell by 13.3 per cent in volume, but the
decline in earnings was limited to 1.5 per cent, because
of some recovery in prices. With the revival of the
market for carpet backing, exports of jute manufac-
tures may show some improvement over the year.

8.37 Raw cotton exports which had suffered a set
back in 1981-82 improved in 1982-83. This recovery
is attributed to the tightening of world market in raw
cotton and prices of Indian rawcotton attaining parity
with world prices. During April—September, 1983,
earnings from raw cotton increased by 50.4 per cent.

8.38 Exports of both cotton fabrics and ready made
garments suffered a setback in 1982-83. 1In case of



cotton fabrics, there was a decline in volume which, in
spite of some appreciation in unit value led to a fall
of 9.9 per cent in value. During April—September,
1983 the volume of exports declined by 17.5 per cent
but this was offset by incrowed unit value realisation.
In the case of ready mude garments, export earnings
fell by 11.5 per cors bu 1932-83 reflecting depressed
market conditi s, During April—September, 1983
there was a further decline of 13.1 per cent, However,
an improvement is expected in the second half of the
current year. International trade in cotton textiles is
characterised by restrictive trade practices as well as
severe competition among exporting countries. Since
there has been a decline in quota utilisaticn on  the
part of India 1n several categories and in several mar-
kets, the explanation for the relatively poor export
performance of the Indicn cotton textile industry in
recent years may largely lie in domestic factors as much
as in protectionist barriers. Price competitiveness has
been seriously eroded on account of escalation in cost
of inputs, inadequate modernisation and low labour
productivity.

8.39 Exports of leathey and leather manufactures
declined by 8.3 per cent in 1982-83, but showed an
increase of 3.4 per cent during April—September,
1983. Depressed market conditions for leather in
the EEC countries was the major factor contributing
to lower exports. This is one of the export sectors
where India enjoys comparative advantage in terms
of large cattle population and labour intensive
character of the industry. Export performance could
be considerably improved with strict adherence to
quality standards.

8.40 Engineering exports which had continucusly
shown rising trend during the past decade, have per-
formed poorly in recent years. There was a decline
of 7.6 per cent in value during 1982-83 and an even
steeper decline of 20.7 per cent during April—Sep-
tember, 1983. Enginecring exports had received con-
siderable boost from the high level of project exports
during the seventics especially to West Asian coun-
tries. The slow down in economic activity in these
countries seems to have adversely affected India’s
project exports. India is only a marginal supplier of
engineering preducts in the world market and in a
situation of weak demand conditions and intense com-
petition from newly industrialised countries, price
competitiveness is of  crucial significance. Supply
constraints on domestic producers also directly infl-
uence costs of production and price competitiveness
as well as quality and reliability of Indian supplies.
To some extent, Indian exports may be suffering from
technological obsolescence compared with its compe-
titors.

8.41 Exports of pearls and precious stones showed
an increase of 8.4 per cent in 1982-83. During
April—September, 1983 these exports amounted. to
Rs. 612.4 crores. This item has been better able to
weather demand recession, in view of India’s speciali-
sation in small sized diamonds.
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8.4% Duning 1982-83, India exported 4.35 million
tonnes of crudz oil valued at Rs. 1,023.3 crores as

qed
against O.84 miilion tonnes valued at Rs, 196.2 crores
! The oil was exported on a swap basis
as 1t could not be refined in the country.

I
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8.43 The detailed review of India’s export perfor-
mance indicates that many of India’s manufactured
exports were adversely affected by depressed market
conditicns and protectionist measures abroad. There
are sonie signs of world economic recovery, and world
commodity prices have begun to rise. These deve-
lopments will have a favourable impact on India’s ex-
port performance in the years ahead. However, it is
important to recognise that external market conditions
are not the only factors constraining export perform-
ance. In many areas India’s exports are not ade-
quately competitive because of high cost of produc-
tion and quality of products. A major domestic
effort is needed to overcome these constraints in the
coming years.

Ditection of Exports

8.44 During 1982-83, India continued to maintain
a fairly diversified pattern of exports by market re-
gions. The share in India’s exports of major trading
blocs as represented by the OECD, the OPEC, the
Eastern European countries and Developing coun-
tries showed a decline in 1982-83 because of statisti-
cal reason of not recording the destination cf the size-
ablc evport of crude petroleum. In order of signifi-
cance the OECD group of countries accounted for
40.8 per cent of India’s exports in 1982-83, followed
by Fastern Europe 21.6 per cent, Developing coun-
tries (excluding members of the OPEC) 15.4 per cent
and the OPEC 9.8 per cent.

8.45 Within the OECD, the EEC, the USA and
Japan accounted for the bulk of exports from India.
The relative share of the EEC in India’s exports was
16.7 per cent followed by the USA 10.8 per cent
and Japan aronnd 9.0 per cent. Exports of the
EEC showed a marginal increase of 4.7 per cent from
Rs. 1,409 crorcs in 1981-82 to Rs. 1,475 crores in
1982-83. Exports to the USA during 1982-83 at
Rs. 950 crores were higher by 3.3 per cent over the
level of exports of Rs. 920 crores in 1981-82  Ex-
ports to Japan increased by around 15.1 per cent from
Rs. 690 crores in 1981-82 to Rs. 795 crores In
1982-83. ,

8.46 The OPEC countries accounted for 9.8 per
cent of Tndia's exports in 1982-83. Exports to this
group showed a decline of 7.8 per cent from Rs. 940
crores in 1981-82 to Rs. 867 crores in 1982-83
Around 85 per cent of exports to this group went to
countries in the West Asian region. In value, exports
to these countries recorded a fall of around 3 per cent
in 1982-83.



8.47 The share of East European countries in Tndia’s
exports in 1982-83 was 21.6 per cent. The off-take-
by these countrics showed a decline of 3.4 per cent
from Rs. 1,975 crores in 1981-82 to Rs. 1,907 crores
in 1982-83. Exports to the USSR also showed a
decreasc of 6.2 per cent in 1982-83, although it con-
tinued to be India’s leading export market.

8.48 Exports to Developing Countries (excluding
member countrics of the OPEC) showed an increasc
of 10.3 per cent from Rs. 1,233 crores in 1981-82 to
Rs. 1,360 crores in 1982-83. Among the rcgions in
this category, exports to the Asian region showed an
increase of 17.7 per cent while Latin America and the
Carribean registered a small increase of 4.9 per cent.
In contrast, exports to Africa showed a decline of

7 per cent.

Import-Export Policy for 1983-84

8.49 The import and export policies for 1983-84
broadly continued the policy that has been followed
for the past several years allowing fairly liberal access
for actual users to the import of raw materials and
components needed in production, and providing spe-
cially favourable access for cxporters who have to
compete in world markets and, therefore, need special
treatment. Modifications were made where necessary,
for increasing industrial productivity and promoting
utilisation of existing capacity through improved ac-
cess to imported raw materials and inputs. Addition-
al incentives were given for export-oriented produc-
tion. ~Simplification of procedures continued to be
an important objective of the policy changes.

8.50 A number of new provisions were introduced
providing incentives for export oriented units, Im-
port replenishment licences (REP) issued to expor-
ters were made more fiexible especially for those
exporting 50 per cent or more of their production. The
scheme for duty free import against REP licences was
widened as also the one for issue of Advance Licences
with duty exemption for export production. Manufac-
turer exporters could avail of liberal facilities  for
import of machinery for their own use against their
REP licences without indigenous clearance, without
recommendations of the sponsoring authority, and
without going through the formalities of Capital Goods
(CG) procedure up to a value not exceeding Rs. 20
lakhs in a year subject to the prescribed condition.
This was further liberalised for those exporting more
than 50 per cent of their production by allowing them
to use transferred REP licences for this purpose.

8.51 Registered Exporters exporting a new product
or exporting products to a new market were eligible
for REP licences against exports at a rate of replenish-
ment, ten per cent higher than the normal rate. The
coverage of the OGL facility for approved 100 per
cent export oriented units was enlarged by widening
the list of capital goods which could be imported by
these units under OGL and by permitting imports
of second hand capital goods under OGL for
the first time.. The scheme providing tax relief to
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exporters during 1982-83 was simplified and libera-
lised during 1983-84 by removing both the minumum
qualifying amount and the limit of relief. Under the
new scheme, exporters became entitled to deduct 5
per cent of their incremental export turnover in
computing their taxable income.

8.52 In order to minimise unintepded imports of
OGL items the facility of import of OGL items by
Trading Houses and Export Houses without debit to
the import licence was withdrawn, Besides, some new
Innovative provisions were made to save imports and
encourage the use of indigenous sources of supply.
Registered exporters earning REP licences on :heir
cxports were given the option of surrendering unuti-
lised licences and having the value of these licences
counted as export in computing export performance
to determine eligibility for certain benefits available
under the import policy. Indigenous manufacturers
who could supply their products at competitive prices
in India against valid import licences could also avail
of higher rate of replenishment on such exports. The
other measure pertained to provision of certain
categories of steel by the SAIL at competitive prices
against valid import licences, in order to save imports.

8.53 A number of provisions were made to pro--
mote growth in the decentralised sector, viz., small
scale and cottage sector. Imports of raw materials
required predominantly by the small scale sector were
allowed under OGL for stock and sale so that small
users could get their requirements off-the-shelf. Also
a number of machinery items required for setting up
small scale units were put on OGL. Small scale units
exporting at least 25 per cent of their production of
select products, subejct to a minimum of Rs. 5 lakhs,
or units exporting select products of at least Rs. 1.0
crore in f.o.b, value could import prototype up to
Rs. 1.0 lakh in value and not exceeding two in number
automatically without the recommendation of the
sponsoring authority.

8.54 Additional provisions were made in the po-
licy to enable R and D units and exporting units to
upgrade their technology. Import facilities for the
purpose of energy conservation saving were also libera-~
lised by adding more items to the OGL list.

8.55 The facilities available to Non-Resident Indians
for setting up industries in India were continued, Be-
sides, a major procedural simplification was introduced
for the benefit of non-resident Indians relating to
imports of machinery and raw materials. For sctting
up small scale industrics they were allowed to import
machinery under OGL, Besides, they could import
under OGL their initial requirements of raw material
subject to a ceiling of Rs. 5 lakhs in value.

8.56 The Import-Export policy also took into ac-
count the need to encourage progressive indigenisation
of production in selected industries where heavy im-
port dependence was unavoidable initially. A special
procedure of list attestation was introduced under
which units with a phased manufacturing programme
would have to get the list of importable components
allowed to them cleared in advanced by the DGTD



$o as to ensure progress in line with the phased manu-
facturing programme. The operation of the import
policy was kept under continuous review and where
necessary, appropriate steps were taken to prevent
unintended adverse effects on the domestic industry.

External Assistance

8.57 Recent trends in the gross and net inflow of
external assistance are shown in Table 8.4. Gross aid
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disbursements from all sources rose from Rs, 1,888
crores in 1981-82 to Rs. 2,250 crores in  1982-83.
These are expected to rise further to Rs. 2,576 crores
in 1983-84. The net inflow of assistance (that is,
gross inflows net of all debt service payments) from
normal sources amounted to Rs. 1,039 crores in 1981-
82 and picked up to Rs. 1,302 crores in 1982-83. In
1983-84, the net inflow of assistance is expected to
rise further by about 19 per cent fo Rs. 1,551 crores.

TABLE 8.4

Inflow of External Assistance, Gross and Net

(Rs. crores)

1983-84

1978-79  1979-80  1980-81  1981-82  1982-83
; (April—
Sept. 1983)
1. Authorisations 2336 1860 3840@ 2843 2949* 1527%
2. Gross disbursements 1216 1353 2162@ 1888 2250 2576**
of which : Debt refief 7 11 13 2 2 1
3. Debt servicing (including interest payments) . 796 801 804 849 948 1025
4. Net inflow of assistance 420 552 1358@ 1039 1302 1551

*Authorisation on Govt, account only.

**Estimated utilisation during 1983-84 includes Government, Non-Government loans, grants and food aid including commodity
assistance. Figures shown here may be different from those appearing in the Budget, which show only assistance passing through

the budget.
@Includes Rs. 538 crores from the IMF Trust Fund.

Note : The data do not include suppliers’ Credits and commercial borrowings.

8.58 The Aid India Consortium which met in
Paris on June 14 and 15, 1983 acknowledged the
soundness of India’s development policies and the pru-
dence with which it had managed its balance of
payments position, There was wide spread recogaition
that economic management had been highly successful
and that India made effective use of aid and India’s
requirement for higher inflows of concessional flows
was also recognised. The amounts pledged at the Con-
sortium meeting amounted to SDR 3.4 billion (about
US $3.6 billion) for 1983-84 which is about the
same as pledged during the previous vear.  Piedges
made at the Consortium meeting represent only broad
indications of the likely levels of assistance in the
year. Amounts made available depend upon bilateral
agreements concluded in the course of the vear, These
commitments in turn differ from actual disbursements
which depend upon the speed of implementation of
the projects incorporaizd in the aid agrecments.

8.59 The environment for concessional assistance
to developing countries including India has been
highly unfavourable. So far, this has not affected the
volume of disbursements which have increased steadily
because disbursements depend upon past commitments
or authorisations. The average period of disbursement
of the International Development Association (IDA)
loans is about 10 vears and the International Bank for
Reconstruction and Development (IBRD) loans and
bilateral credits disburse over eight years, Howcvcr,
there is already a marked slowing down in pledees and
authorisations. The level of authorisations in 1982-83
was about the same as in 1981-82 and it is cxpected
to stay at that level in 1983-84. If this stagnafion

continues, disbursements will also cease to grow in
future. Quite apart from the prospects ot growth in
total flows, the terms of assistance are hardening con-
siderably. An important aspect of this hardening has
arisen from the difficulties experienced in the sixth
and scventh replenishments of the IDA.

8.60 The level of funding for the IDA to cover the
seventh replenishment period from mid-1984 to mid-
1987 has now been decided by the donor countries at
a size of $ 9 billion, Commitments to the previous
three ycar replenishment (IDA-VI) which was stag-
gered over four years ending June 30, 1984, amounted
to $§ 12 billion. The reduced size of IDA-VII  has
resulted from the decision of the USA to limit its
contribution to a level of $ 750 million a year and to a
share of not more than 25 per cent of the total size of
the replenishment, Efforts are being made by the
Bank’s management to work out arrangements for
contributions bv other .donors into a separate special
fund; however, the outlook in this respect is at present
uncertain, Not only is the size of IDA VII much smal-
ler than commensurate with the needs of the develop-
ing countries, India’s share will also be lower with the
entry of China as an IDA borrower. The reduced
availability from the TDA can be offszt to some ¢xtent
by additional borrowing from the IBRD, but the
terms of IBRD loang are much harder than IDA
credits so that the net effect is a considerable harden-
ing of average terms without any increase in total
avatlability.

8.61 These developments regarding concessional
assistance have come at a time when India’s current



account deficit, although declining as a per cent of
GDP, will remain large in absolute terms for some
years to come. Furthermore, there are significant debt
service obligations in the year which have to be met
and which add to the country’s resource requirement.
In recognition of these factors attempts are being
made to develop access to additional sources of bor-
rowing. An important initiative in this context 1s the
decision to start borrowing from the Asian Develop-
ment Bank. India is a founder member of the Bank
and has thus far voluntarily refrained from borrowing,
but in the changed circumstances it has exercised its
right to borrow. Negotiations are progressing in this
regard. ‘

8.62 Another source for external funds is commer-
cial borrowings and suppliers’ credits, Though these
are for shorter terms and considerably costlier than
the normal sources, the drying up of traditionsl sour-
ces of funds makes some additional recourse to
commercial borrowings inevitable, Over the past three
years commercial borrowings have been undertaken
cach year mainly to finance investment projects. The
total approvals of commercial borrowings (including
suppliers’ credits) during 1980-81, 1981-82 and
1982-83 were Rs. 1,038 crores, Rs. 1,204 crores
and Rs. 2,026 crores respectively.  Disbursements
from these were considerably lower. The bulge
in approvals for such borrowings in 1982-83 s
largely on account of three large public sector pro-
jects, i.e. the Oil and Natural Gas Commission
(ONGC), the Rihand Thermal Power project and
Air India. India has been able to obtain commarcial
borrowings at relatively better terms and conditions
than many other developing countries. India’s policy
of selective and cautious use of commercial borrow-
ings has proved to be effective and has prevented the
emergence of acute debt servicing problems of the kind
being experienced by several other developing coun-
tries. In future also, it would be essential to keep the
level of commercial borrowing strictly within the limits
of debt servicing. The debt service payments including
those on commercial borrowing and IMF drawls in
1982-83 were about 10 per cent of the estimated totol
earnings from exports and gross invisibles receipts.™®
This ratio is likely to increase in the years ahead as
repayment to the IMF and of the commercial borrow-
ings undertaken recently fall due.

8.63 The improvement in the balance of payments
position witnessed in 1983-84 is a welcome develop-
ment reflecting a substantial measure of succes
achieved in the country’s external adjustment pro-
gramme over the past three years. The external
financing position is likely to ease further in 1984-85
since domestic oil production is expected to be still
higher, international oil prices are expected to remain
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at about present levels, and non-oil imports are ex--
pected to recover only slowly from the deceleration
experienced in 1983-84. No financing and liquidity
problems in meeting the country’s balance of pyaments
requirements are expected and this has enabled the
Government to terminate the IMF arrangement at the
end of the present year’s programme. However,
this short-term improvement should not lead to
complacency regarding the medium term balance of
payments prospects. The economy may have to face
a not very comfortable external financing problem in
the Seventh Plan period and the adjustment policies
initiated at the beginning of the Sixth Plan would need
to be continued.

8.64 The reduced levels of concessional assistance
will be reflected in a decline in these flows in net terms
at a time when debt servicing of commercial borrow-
ings and the IMF borrowingg undertaken in the Sixth
Plan period will fall due. Oil' prices cannot be
expected to remain soft beyond the mext year or so
and it is not clear if India could achieve continuing
import saving in oil from increased domestic produc-
tion in the Seventh Plan period as in the Sixth Plan
period. At the same time the essential import require-
ments of a growing economy with high levels of
investment are considerable and cannot be squeezed
beyond a point. This underscores the importance of
improving the export performance of the economy
along with efforts to achieve efficient import substi-
tution in a cost effective manner.

8.65 India was one of the most severely affected
countries during the oil crises of 1973-74 and
1979-80. India is also one of the few developing
eountries which have not orly weathered these storms
in an extremely adverse aid and trade environment,
but also improved their growth performance. The
inflationary impact of these adverse developments was
also contained -by imaginative policies of domestic and
external adjustment. The faster than anticipated
improvement in the balance of payments which has
enabled the country to terminate the IMF arrange-
ment, is a testimony to the soundness of the policies
pursued. In the years 2head, these would need to
be strengthened as the aid climate is discouraging and
there are no visible signs of reduction in protectionism
in the industrial countrics, The fall in availability of
concessional assistance, particularly from thc IDA,
will pose further challanges for management of the
balance of payments in the Seventh Plan period.

=The debt service paymsnts can be expressed cither as
a percentage of current earnings (ie. exports plus gross
invicibles receipts) or as a percentage of exports only, In
1982-83, the debt service payments in respect of loans
under external assistance formed about !10.7 per cent of

exports.



