An Anayssof Indias Exports
during the 1990s

This paper has two broad objectives: First, identify a set of factors that appear to be
responsible for a significant decline in India’s export growth during the post-reform era, and
second, an examination of the possible impediments for high export growth in a sustained
manner. The decline in Indian exports during 1996-97 was due mainly to a fall in the growth
rate of export volumes. This analysis brings out the nature of demand-side factors, as against
supply-side bottlenecks, that have constricted the growth of exports. However, easing of supply-
side constraints too would have aided the revival of export growth.

|
I ntroduction

ith the outbreak of hostilitiesin
the west Asiain 1990, and the
consequent spiralling oil prices,

therewasatremendouspressureonindia’s
foreign exchangereserves, aggravating an
already weak balance of payments situa-
tion. Following this, the country was
plunged into a deep economic crisis. The
rate of inflation shot up. Foreign exchange
reserves declined to only three weeks
worth of imports — about US $ 1 billion at
the end of the financid year (FY) 1990-91.
To tide over the crisis, India entered into
a stand-by arrangement — together with a
supplementary loan — with the Inter-
national Monetary Fund (IMF). Following
IMF conditionalities, variousreform mea-
sures were undertaken to raise the growth
rateinasustainedway. However, six years
after the reforms were introduced, the
desired achievementsremained elusivein
many sectors, including exports. India
began its reform of the external sector in
July 1991 by devaluing its currency by
almost 19 per cent. This was followed by
an explicit dual exchange rate regime in
March 1992, where exportersreceived the
freemarket rate. Finaly, theexchangerate
wasunifiedin March 1993 with the public
announcement that the exchange rate is
|eft to be determined by market forces. As
aresult of variousreforms, thegrowth rate
of exportsin US dollars shot up from -1.1
per cent in 1991-92 to 20.2 per cent in
1993-94, and further to 20.7 per cent in
1995-96. However, therewas ahugeturn-
around in the growth rate in 1996-97. It
declined from 20.7 per cent to 5.3 per cent
in 1996-97 (Table 1). The decline began
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in July 1996, when the growth rate fell
from 14.9 per cent in June of that year to
2.7 per cent in July 1996, and 3.6 per cent
inAugust (Economic Survey, 1996-97:91).
The growth rate touched negative figures
during November and December 1996.
The growth rate fell again to only 1.5 per
centin1997-98. All themajor exportitems,
such as engineering goods, cotton yarn,
fabrics and made-ups, chemical and allied
products, rice, coffee, processed fruitsand
marine products which performed well
between 1993-94 and 1995-96, witnessed
a significant drop in export growth rates
during 1996-97 and 1997-98.

One very important dimension of this
phenomenon must be highlighted here.
The growth rate of real exports (measured
by theunit volumeindex) declined sharply
from 31.05 per cent in 1995-96 to only
7.29 per cent in 1996-97 (Reports on
Currency and Finance, Vol I, 1997-98,
p 255). The average dollar price of
exportables declined by 8.75 per cent in
1995-96 and by 1.8 per cent in 1996-97
(growth in rupee unit value index minus
exchangeratedepreciation). Therefore, the
fall in exports (in US dollars) in 1996-97
was entirely caused by asharp drop in the
growth rate of export volume.

This paper has two broad objectives:
first, identify the factors that are respon-
siblefor asignificant turnaroundinindia’s
export growth, and second, an examina-
tion of the possible impediments for high
export growth in a sustained manner.
Exports are influenced through many
channels, as explained in Chart. These
channels can be classified broadly into
two groups. A set of demand-side factors
that can lead to a sudden turnaround in
growth, and supply bottlenecks that

prevent a quick revival and also act as a
hindrance for maintaining high growth for
a long period.

|
Demand Const rai nt s

Pri ce Qonpeti tiveness

India sexport profile (consisting mostly
of low-technology products) isquite simi-
lar to that of south-east Asian nations.
Also, going by the export share in the
world market, India does not vary much
from other Asian nations. This becomes
evident from Table 2. Therefore, we in-
cluded major south-east Asian nations in
our sample to compare changesin India’'s
external competitiveness. Weexaminetwo
sources of external competitiveness in
Table 3, namely, domestic inflation and
nominal depreciation. Table 3 brings out

Tabl e 1: Per cent age Change i n Myj or

Exports
(5%

1995-96 1996-97 1997-98
| Agricutureandallied 44.7 12.0 -6.6
Tea 12.7 -16.6 3.6
Mdffee 3.0 -10.6 86
Gereal s 264.3 -5.4 -19.9
Qal neal s 2.6 40.2 -7.0
Miri ne product s -10.3 17 28
I Manufacturedgoods  16.5 27 4.7
Leat her andnanuf actures 8 1 -80 -116
Leat her f oot wear 6.2 -42.2 -19.6
Gens andj ewel | ery 17.2 -99 7.6

Machi nery and
i nstrunents 13.9 27.4 9.8
Transport equi pnents 19.9 4.7 -13.4
H ect roni ¢ goods 63.0 16.9 -10.7
ttonyarn, fabrics, etc15.4 21.2 4.2
Readymade garnents 12.0 21 06
I Gandtotal 2.7 53 15

Qurce:  Econom ¢ Survey, 1996-97, 1997- 98,
Mni stryof H nance, Gover nnent of | ndi a.
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Chart: Myj or Fact ors Affectingl ndi anExports
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an important finding: India’ s poor export
performance during first three quarters of
1996-97 wasnot triggered by afall inIndian
competitivenessvis-a-vis other south-east
Asian nations (our numbers here refer to
caendar years). However, the situation
changed considerably during 1997 (i e, the
last quarter of 1996-97 and the first three-
quarters of 1997-98). With the start of the
south-east Asian currency crisis, many
countries in this region were forced to
devaluetheir currenciessubstantially. Con-
sequently, the dollar price of exportables
registered negative growth rates in these
countries. Indialost its competitivenessto
these countries despite maintaining alow
inflation rate (Table 3). Thus changes in
price competitiveness do not appear to be
an important determinant of the downturn
in our exports growth that began in July
1996, but it certainly became animportant
determinant in explaining our slack export
demand during 1997. This is further cor-
roborated by the fact that the decline in
theunit valueindex in dollarsduring 1997
was much sharper in other Asian countries.

Potenti al Denmand

Value of total import into industrial
countries, which are India’ smajor trading
partners, decelerated in 1996 (Table 4).
The growth rate of total imports by indus-
trial economies declined from 18.2 per
cent in 1995 to only 3.7 per cent in 1996
and to 2.5 per cent in 1997. In particular,
imports by Japan and Germany declined
sharply. Thisis surprising, as there was a
rise in real per capita GDP of industrial
nations in 1996 (Table 5). However, this
puzzleissolved looking at the growth rate
of industrialised countries’ real imports.
The decline in real imports (measured
by import volume) is not so prominent
in Table 4. Volume of imports grew

Qonpetitors’ DonesticPrice

Rel ati ve Exchange
Rat e Adj ust nent

faster in the US and UK in 1996-97 and
1997-98. Growth inthevolume of imports
by industrial countries declined tempo-
rarily in 1996 but shot up again in 1997.
The sharp fal in international prices of
manufactured products(for thesecond con-
secutiveyear in 1997) isbelieved to bethe
cause of slowdown in the growth rate of
nominal world trade. Nevertheless, it is
clear from Table 4 that the decline in
India s volume of exports cannot be attri-
buted to the lack of potential demand, as
opposed to the actual demand for Indian
products in industrial countries.

TradeBarriers

Non-tariff barriers (NTBs) are another
important factor due to which a country’s
export potential can remain underutilised.
There are many types of NTBs that can
hinder exports. The major typesof NTBs
are as follows (Box 1):

As tariff increase is not permissible,
many countries are now imposing NTBs
(permissible under the WTO framework)
to protect their domestic economy [Rodrik

Box 1: Myj or Types of Non- Tari ff

Barriers
Bariers Myj or | nstrunents
Non-Tari ff  Anti dunpi ng procedur es

Qount ervai | i ng pr ocedur es
Saf eguar ds
Speci a | evies

Sani t ary and phyt osani t ary sancti ons
Export subsi di es
Rilesof origin

I'nport | i censi ng

Veri abl el evi es

QG obal quot as

Blatera quotas

Seasonal quot as Qearntitative
]’ restrictions

Tariff quota

\ol unt aryexport restrai n

I nvest nent barriers

Gover nrent pr ocur enent

Local content requi renents
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1997:53]. During the pre-liberalisation
period, given India's tiny share in world
trade and relatively small role of trade in
national income (27 per cent of GDP in
1996 versus a world average of 45 per
cent), NTBswere not important. But after
liberalisation, with India becoming more
outward-oriented, the effect of NTBswill
gain significance.

If we consider the NTBsin the US, EU
and Japan for the major export items from
Indiawith apercentage share of over 1 per
centin 1997-98 and 1998-99, of the 27 items,
four itemsaresubjectedtoNTBsinthe US.
These are items falling under the HSTC
code 52 (cotton facing quotarestrictions),
code 23 (residues and waste from the food
industry prepared using anima fodder also
facing quotarestrictions), code 84 (nuclear
reactors, boilers, machinery and mechani-
cal appliances and parts thereof facing
import licensing problems) and code 08
(edible fruits and nuts, peel or citrus fruit
or melons subjected to seasonal high tariff
rates).

LikeintheUS, Indian exportsal sofaced
major problems in the Japanese and the
European markets. While Japan has im-
posed NTBson Indian products mainly by
way of tariff quotas, sanitary and phyto-
sanitary sanctions and import licences,
thosefor the EU aremainly import licence,
environmental protectionandbilateral quota.

Among India s mgjor exports, the main
sectors facing NTBs are the agricultural
sector (including ceredls, coffee, tea, spices,
edible fruits and nuts, residues and waste
fromfoodindustry), fishandrelateditems,
chemical sincluding pharmaceutical s, foot-
wear, tanning items and some engineering
items such as iron and steel and related
itemsandvehicles. Wediscussbel ow major
typesof NTBsthat obstruct | ndian exports.

Antidumping procedures:. Antidumping
duties are product-specific or source-spe-
cific, imposed on dumped import causing
harm to domestic industries.2 The ratio-
nale behind imposing antidumping duties
is to prevent ‘ predatory’ pricing.3 Unfor-
tunately, most devel oped nations now use
itasatool merely to protect their domestic
industries. For example, during thefirst 30
years of GATT, only one antidumping
measure was termed illegal. Through the
early 1960s, the GATT member-countries
undertook less than a dozen antidumping
actionsper year, whilethefrequency across
GATT member-countriesnow isabout 298
antidumping actions per year.

Among the NTBs affecting Indian ex-
ports, antidumping duties are prominent.
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Table 6 details antidumping actions ini-
tiated against Indian exporters till now.

Interestingly, the maximum number of
antidumping cases on our exports have
been initiated by India' s two largest trad-
ing partners, namely, the US and the
European Union. Indian exporters do not
have effective representation abroad to
counter the chargesinitiated against them.
L ack of adequatefundspreventsthemfrom
fighting out their cases abroad.

Countervailing procedures. The ratio-
nale behind using countervailing dutiesis
todiscount theeffect of any subsidies given
on exports. Often it becomes possible to
sell products at a lower price if govern-
ments subsidise the production process.
To mitigate the effect of such subsidies,
acountry under the WTO framework can
impose countervailing dutiesto counteract
the effect of such foreign subsidies. Un-
fortunately, likeantidumping duties, these
are now used more as protectionist mea-
suresrather than for serving their original
purpose.

Magjor Indian exports like steel and
chemicals have come under the incidence
of countervailing duties. In recent times,
antibiotics and stainless steel bright bars
exportshave been affected. In October and
November 1998, countervailingdutieswere
imposed on antibiotics (4.6 per cent-14.6
per cent) and steel bright bars(14.4 per cent-
25.5 per cent) by the EU. Countervailing
duties were earlier imposed by the US on
castironmetal (5.53 per cent) and sul phonic
acid (41.3 per cent) exports from India

Quota: The main difference between
quota and tariff is that the latter is com-
modity-based and non-discriminatory in
application. The most affected item here
is textiles. In a static sense, our textile
exports seldom become binding due to
guota imposition. This is because there
alwaysexist possibilitiesto ‘ carry forward’
or ‘carry over’, respective quotas. If any
exporter foresees an increase in demand
for his product, he can use some portion
of hisnext year quotas (carry forward), or
underutilised quotas of the previous year
(carry over). Butinadynamicsense, quotas
can become binding, if overutilisation
during the previous year leaves lesser
number of quotas available for this year.
Table 7 portrays the level of quota
utilisation for Indian apparel exports.

During the 1995 round of the WTO
Agreement, the Agreement on Textilesand
Clothing (ATC) replaced the Multifibre
Arrangement (MFA).# The ATC provides
a blueprint for the removal of restrictions
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Tabl e2: ShareinTotal Bxport

Connodi ti es Inda Milaysia Thailand Korea Indonesia China
@l d, silvervareand j evel | ery 2.8 2.27 4. 46 157 160 668
Mttonfabrics, woven 3.40 .638 128 2.47 154 16.45
VWven man- nade f i bres/ fabric .821 . 819 197 20. 26 364 7.64
Qher voventextil efabric 2.46 NA .19% 4.14 .045 10.83
Men’ s non- kni t out wear .87 .71 3.16 193 25 184
Vnen’ s non-kni t out wear 5.12 .50 2.81 2.19 2.19 15.6
Leat her 33 NA 1.8 10.32 297 235
Leat her manuf act ur es 6.89 NA 3.7 5.00 1.06 9.00
A cohal, phenal s, etc .420 2.19 .195 . 69%6 .717 165
Aut onat i ¢ dat aprocessi ng equi pnent .071 176 2.32 3.19 L1337 1.8
Textil e, | eat her nachi nery 221 L1356 172 313 .024 170
Paper m| | machi nery . 040 .088 . 097 . 680 . 067 .318
Gycl es, not ori sed, non-not ori sed 1.66 .873 2.62 1.18 164 584
Hectrical nachi nery .138 . 926 .970 7.21 502 315
Transi stors, val ves .040 7.37 164 10.79 .080 721
f feeandsubstitute 2.39 NA 127 NA 4.11 NA
Q gani c and i nor gani ¢ conpounds .993 NA .072 N .02 261

Source: International Trade I ati stics Year Book, 1995, Lhited Nati ons.

Tabl e 3: Movenent si n External Conpetitiveness

Chi na Inda | ndonesia Korea  Milaysia S ngapore Thailand
Inflation(@)
1995 17.1 10 95 4.5 34 17 58
1996 83 9.2 7.9 49 35 14 59
1997 28 6.5 6.6 4.5 4 2 56
Exchange r at e ( per cent age change)
1995 -31 34 4.1 -40 -4.6 -7.2 -09
1996 -04 93 4.2 4.3 05 -05 17
1997 -03 25 24.2 18.3 11.8 53 23.8

External conpetitiveness
(i nfl ati on—per cent age changei nt henoninal exchangerate. Mnus si gni ndi catesri sei nconpeti ti veness)

1995 20.2 6.6 54 85 80 89 6.7

1996 87 -01 37 0.6 30 19 42

1997 31 40 -17.6 -13.8 -7.8 -33 -18.2
Export uni t val ue(dol | ars) (percentage change)

1997 QL -18 -15.8 -29 NA -35 -27

1997 Q@ -12.9 -17.0 NA -4.4 -21

1997 B -23.9 -19.7 NA -7.3 -40

Mre *  Thisnunber pertainstoApril 1996t o Mrch1997.
Sources: International A nancial atistics, Novenber 1998, | Mr,  As/ an Level gpnent Qut / ook, 1998,
ADB, Wr/ d Econoni ¢ Qut/ ook, Cctober 1998, | M.

Tabl e4: I nports (US$) of Indi a’ s My or Tradi ng Partners

( Fer cent age change)

1994 1995 1996 1997 1998
us 14.2(12.2) 11.8(8.8) 6.6(9.2 9.4(13.9) 6.5
UK 10.5(5.5) 16.2(4.2) 8.4(8.4) 8.9(9.2 16
Ger many 11.4(7.7) 20.5(7.3) -12(29 -29(81) 37
Japan 13.9(8.9) 22.0(14.2) 4.0(11.5) -30(-0.2 -186
Industria countries 13.4(9.3 18.2(8.2) 3.7(6.2 25(9.3 20
Devel opi ngcount ri es 13.8(7.9) 21.7(12.3) 7.0(9.1 5.4(10.7) -60

Mre:  Datafor 1998arefor threequarters for Japanand Ger many, renai ni ngcountriesarefor two
quarters. F guresinsi deparent hesesi ndi cat egrow hini nport vol une.
Source: International A nancial & atistics, Decenber 1998, and Wi/ d Econori ¢ Qi / ook, Cct ober 1998, | MF.

Tabl e5: GowhinReal GPof My or I ndustrial Nations

Qountry 1991 1992 1993 1994 1995 1996 1997
Itdy 11 0.6 -12 22 29 a7 15
UK -20 -05 21 43 27 22 34
France 0.8 12 -13 28 21 16 23
us -09 27 23 35 23 34 39
Ger many 50 22 -12 27 12 13 22
Mj or i ndustria nations 07 18 10 28 21 28 29

Mermor andumi t em
QGow hinReal Per Capita P
Mj or i ndustrial nations NA 11 04 22 15 19 23

Source: Wr! d Econoni ¢ Qut / ook, Cct ober 1998, | M.
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on textile imports by developed nations.
Spread over aperiodof 10years, theprocess
involves four distinct phases. By 2005,
guotas will come to an end, implying that
the importing (buyer) countries can no
longer discriminate between any export-
ing (seller) countries. Asaresult, therewill
begreater market accessfor exportersfrom
India. That isthelong-term benefit. How-
ever, in the short run there will be little
or no gain for Indian apparel exports. As
far asIndianapparel exportsareconcerned,
they havefor longfaced mgjor entry block-
adetotheUSand European Union market.
TheUShasalready announced anintegra-
tion programme for al the three stages.
More than 90 per cent of the restraints on
Indian exportsto the USwould remain till
January 1, 2005. Similarly, athough the
European Union announced the first two
stages of itsintegration programme, there
werevery few productsof interest toIndia.
Itisvery unlikely that the EU would inte-
grate any more products during the entire
phase-out period. Therefore, theintegration
programme is of little relevance to India
(except afew products) and practically all
the existing restraints on India's exports
of clothing are set to continue till 2005.

Exports of some other Indian products
have also been hurt by quantitativerestric-
tions. For example, exports of soya prod-
ucts to Thailand come under quantitative
restrictions. I ndianagricultura exports, like
rice, wheat, barley and other processedrice
and wheat products, arebadly affected due
to quantitative restrictions imposed by
South K oreaand Japan. | ndian mest exports
come under quotaregulationsin Malaysia
and Canada. Until recently, Indian rubber
exports to Sri Lanka also came under
guantitative restrictions, although the
issue has now been resolved with the
signing of thefreetrade pact with Sri Lanka.

Sanitary and Phytosanitary measures:
An important ramification of neo-protec-
tionism comes through sanitary and
phytosanitary sanctions. These are stan-
dards set by any nation to safeguard the
health of its consumers. Many Indian
exportables are now facing blockade by
such health or environment-related sanc-
tions (Box 2). Interestingly, many coun-
tries are setting their health standards at
a level higher than that prescribed inter-
nationally. For example, in caseof tobacco
exports, the internationally permissible
level of DDT residue is four parts per
million (ppm), while Japan and US had set
their permissible level at less than 1ppm
—theideaisagainto block tobacco exports

Tabl e 6: Status Report on Anti - Dunpi ng Cases Agai nst | ndi a

Srid FHle Pr oduct Investiget-  Dateof Present S atus
No No ingQuntry Intidinm
1 NA Car bon us Mar ch Apetitionwasfiledonbehal f of USst eel
sted 8, 1999 industry; SAl Lthenai nexportersof these
plates product s, was t aken as def ence; i nposed
anti dunpi ngduty of 72. 49 per cent of the
| andedpri ce
2 14/02/98- Hastic us Septenber  Thecase has beenfinal | y w t hdrawn
TPD r ubber t ape 8, 1998
3 12/12/97- Mushroonms US February Quest i onnai res sent t ol ndi anconpani esl| i ke
TPD 2, 1998 AgroDut chFoods, Fonds (1 ndi @), A pineB o-tech
4 10/ &/ 97- Sainless EC August Quest i onnai res sent t o nanuf act urers, or
TPD sted bright 30, 1997 exporters by EC.
bar s
5 10/ 3 97- Aoxycillin  SouthAfrica Qctober Anti -dunpi ngduty rangi ngfrom8. 3per cent
TPD and 4, 1996 t012. 5per cent i nposedw t hef fect from
Apicillin April 11, 1997
6 10/ 1/ 97- Potassium EC Apxil 26, EUhas i nposed a condi ti on of m ni num
TDP Per manganat e 1997 inport price, of ecul, 475per tonne, on
inport from ndi a
7 10/13/94- Riyfdin EC Apri |l 1995 Definitivedutyrangi ngfronmDto3. 6per cent
TPD sacks and i nposedoni ndi anexportersw theffect from
bags Cct ober 10, 1997
8 105 9% Sainless EC Decenber Defini tivedutyrangi ngfroma7. 9per cent
TPD sted 3, 1996 t0133. 5per cent i nposedon| ndi anexporters
Fasteners w theffect fromSept enber 4, 1997
9 14/10/93- otton-type EC Septenber  Afterterminatingtheearlier caseonJuly9,
TPD bedlinen 13, 1996 1996afreshcasewasinitiated. Definitive
anti - dunpi ngduty rangi ngfrom2. 7 per cent
t024. 7per cent i nposedon| ndi anexporters
w theffect fromlune 16, 1997.
10 108 9% Unbl eached EC July 11, Itisreportedthat provisiona antidunpi ng
TPD cotton 1997 duty rangi ngf ron. 9per cent t016. 9per cent
farics i s bei ngi nposed agai nst vari ous exporters
fromndia
11 10/ 4/ % Synt hetic EC Julyl, Provi sional anti-dunpi ngduty at t herat eof
TPD fibreropes 1997 53 per cent i nposed agai nst export by
Garwaar e Vel | Ropes and 82 per cent agai nst
ot her exporters.
12 10/ 2/ 97- Hot-rd led Indonesia  Decenber Provi sional dutyrangi ngfrom26 per cent
TPD coi | andpl ate 19, 1996 to38per cent i nposedoni ndi anexporters
w theffect fromfpril 22, 1997.
13 10/ 4/ 97- Gycletyres Badl Apri |l 1996 F nal dutyrangi ngfrom38. 6per cent to
TPD 145. 56 per cent i nposedon | ndi anexporters
w theffect fromSept enber 29, 1997.
14 V20% Snge Bzl January F nal duty varyingfrom? per cent to93per
TPD speed 17, 1994 cent i nposedw t heffect fromlanuary 1, 1995
free asdonesti cproductionof thisitem nBrazil
wheel has dr oppedsi gni fi cantly, onrequest fromG3,
I ndi a, t hegover nnent of Brazi| haswai ved
anti - dunpi ngduty on| ndi anexport s but has
announced m ni numpr i ce f or each suppl y
separat el yfrom ndi a.
15 10V A% Sainless us Decenber F nal dutyrangi ngfronm3. 87 per cent to2l.2
TPD steel bars 30, 1993 per cent | evi edon| ndi anexport er s on Decem
ber 30, 1994. Thecasei sunder admni strati ve
revi ewof t he depart nent of cormer ce, US.
16 14/ 393 Sainless us Decenber F nal dutyrangi ngfromil8. 56 per cent t0210
TPD sted 31, 1992 per cent was i nposed on Decenber 28, 1993.
fanges Subsequent | y duri ngt herevi ewi n1996, duty
onMs Akai | npex, | ndi awasreducedto2. 56
per cent.
17 NA Synthetic EC Novenber Anti dunpi ngduty of 7. 2per cent inposedin
fibred 1990 January 1993. Dutyi sduetoexpi rei nJanuary
pol yest er 1998unl essit i srevi enedbef orethat dat e.
Thepresent statusi s bei ngascertai nedfrom
ED, Brussels.
18 NA Sainless us Mar ch
steel round 1998
wre
19 NA Hastic us August
r ubber t ape 1998
20 NA Reser ved us January
nushr oom 1998

Source: M nstry of Commer ce (2000) .
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originating from countries like India
Other barriers: In this section we list
some other important forms of NTBs
affecting Indian exports.
(1) Import licensing: This is an adminis-
trative procedure requiring submission of
an application to the relevant administra-
tivebody asaprior conditionforimporting
any commodity. Itsuses are now lessthan
inthe past. Complex procedures of import
licensing, however, do affect Indian ex-
ports. For exampl e, the construction sector
in Japan has an extensive licencsing re-
quirement. Similarly, Chinese licensing
requirements encompass a large propor-
tion (almost 50 per cent) of itstotal imports
by value.
(2) Intellectual Property Rights (IPR):
These are rights given to creators to pre-
vent others from using their inventions,
designs or other creations. Unfortunately,
many countrieslack strict IPR regulations.
A weak IPR regime abroad by failing to
provide proper safeguards against piracy
canaffect our exports. For example, Indian
softwareexportsto Singaporearenot taking
off because of rampant illegal copying.
(3) Rules of origin: This criterion is used
toidentify the origin of the product. Many
developed nations are now using this
criterion to shun exports from developing
nations. For example, the US introduced
thisrule for textile exports. The new rule
limitstheflexibility of any Indian exporter
willing to export finished garments from
regions outside India
(4) Service barriers: Service barriers are
hurting the movement of Indian software
professionals. There are two kinds of soft-
ware services, namely, onsite servicesand
offshoreservices. Theproblemarisesin the
caseof theformer, when professionals have
to move out and provide services at the
placesof their clients. Indiansoftware profes-
sionals are facing entry barriers, abeit in
adifferent form, when they go to the US.
Although it seems there are reasons
behind banning Indian exports, a closer
look reveals that in some cases such
measuresaretakento prevent exportsfrom
developing countries. For example, poor
fishermen of India cannot afford to catch
shrimps through turtle-excluding devices.
Therefore, any clause requiring catching
shrimps using aturtle-excluding deviceis
bound to harm Indian exports. India,
however, won the case when it contested
in the WTO dispute settlement body re-
garding its illogical imposition.
Consider now the shrimp exports to the
EU. The amount of benzoic acid used as
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an additivein shrimpsexportsfrom places
outside the EU is fixed at 0.2 per cent
against 0.6 per cent on shrimps exports
originating from within Europe. EU has
a soplacedrestrictionson nut exportsfrom
Indiaonthegroundthat it containsaflatoxin
— a carcinogenic element — although the
amount of aflatoxin present is very small
(0.00002 gram per kg of nuts). With this
level, therearechancesof oneinevery 7,500
nuts being contaminated with aflatoxin.
With an estimated annual consumption of
three lakh tonnes of nuts, an EU citizen
runs the risk of eating a nut contaminated
with aflatoxin at an interval of 27.4 years>
The frequency is thus extremely low and
thereis no justification in imposing a ban
on nuts originating from India.
Germany, althoughiit placesrestrictions
on benzoic acid as adye, allowsthe usage
of busan 30, another dyeing agent and
close substitute for benzoic acid. It is
important to note that Germany is one of
the major producers of busan 30. Simi-

larly, when Germany wanted to buy more
tea from non-traditional African produ-
cers under the expanded aid programme,
sanitary and phytosanitary sanctionswere
imposed on Indian tea

To sum up, developed nations as well
as some developing nations are slowly
changing to an era of neo-protectionism.
They are successful in restricting imports
from developing nations through various
forms of NTBs. On their part, developing
nations should try to do away with asym-
metric information among the concerned
agents. For example, many exporters are
unaware of the quality requirements
necessary for their exports. A significant
number of NTBs can be avoided by ap-
prising Indian exportersof quality require-
ments. Similarly, itisnecessary totakethe
help of WTO to sort out disputes arising
from various trade barriers, such as anti-
dumping duties.

We now present acomprehensivelist of
the commodities and the origins of cor-

Box 2: Sani t ary and Phyt osani t ary Measur es

Year |nposingNation |ndianExports

Reasons d tedfor ProhibitingEntry

1995 Cer many Tea
1995 US Freshor frozenshrinps
1996 US Fr ui t s and veget abl es
1997 US Shri nps
1996 EU QGooked shri nps
1989 EU NIl k
1999 EU G oundnut s
1983 UAE and
Saudi Arabia Buf f al o neat

Pesti ci deresi due

F I th, deconposi ti onand presence of sal nonel | a
Does not conf or mt oheal t hst andar ds set by t he LS
CGaught wi thturtl e-excl udi ngdevi ces

Usage of benzoi c aci das anaddi ti ve.

Usage of mi | k hor none.

Presenceof af | at oxi n(acarci nogeni c el enent)

Presenceof cattl epl ague(rinderpest)

Source: Qver nnent of | ndi a(1997).

Box 3: Qi ginand | npact of My or Non-Tari ff Barriers

Types of Restrictions

I nposi ng Gount ry

I ndi anExports

Text i | es and appar el Quot a
Soya pr oduct s Quot a
R ce, wheat, barl ey Quot a

Gast i ron, sul phoni caci d

Seel bright bars

Seel, castiron

I'ndi an‘ ghagras’, rayonscar ves,
Tea

okedshrinps, nil k, groundnuts, fruits
and veget abl es
Leat her

Buf f al o neat

Sainl esssteel bright bars, potassi um
per nanganat e, pol yf el i nsacks and bags,
stainl esssteel fasteners, cottonbedlinen,
unbl eachedcottonfabri cs, synthetic
fibreropes, syntheticfibreof pol yester
Sainlesssteel roundwre,
el asti crubber tape, preserved
nushr oom st ai nl ess st eel fanges,

Qount ervai | i ng pr ocedur es us
Qount ervai | i ng pr ocedur es EU
I'nport |i censi ng
Inflamabi litycriteria us
Sani t ary and phyt osani tary
neasur es

Sani t ary and phyt osani tary EU
neasur es

Sani t ary and phyt osani tary
neasur es

Sani t ary and phyt osani tary
neasur es

Anti dunpi ng pr ocedur es EU

Ant i dunpi ng pr ocedur es us

Amoxyci | linandAmpicillin Ant i dunpi ng pr ocedur es SouthAfrica
Gycl etyres, speedwheel Ant i dunpi ng pr ocedur es Bazl
Hot-rolledcoi | andpl ate Ant i dunpi ng pr ocedur es | ndonesi a
Gens andj evel | ery Servicebarriers Japan
Qonput er sof t war e prof essi onal s Servicebarriers us

EU, US, Canada

Thai | and

Japan, Sout hKorea, Ml aysi a
Japan, Chi na, My aysi a

Ger many

Ger many

UAE and Saudi Ar abi a

Source: Gover nnent of | ndi a(1996a, 1997) .
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responding NTBs, which are adversely ]
hurting the exports of these commodities GettingSarted
(Box 3). Needlessto mention, other factors
such asinfrastructural bottlenecks, proce-
dural problems and exchange rate adjust-

Stepl

me_nts, areequa”y ir_nportant in explai ning Regi strationw tht he Reser ve Bank of | ndi af or obt ai ni ng Rl Gbde Nunier .
their export behaviour. Table 8 clearly For this, onehastoappl yinFormO\X, avai | abl efromRBI counter. The
revea sthat variousnon-tariff barriershave nunber needstobecitedonal | export docunents.
affected Indian exports adversely. J/

Step2

I . Exportersappl ytotheD rector General Forei gnTradefor getting
S.lppl y Cbnst ral nt S | npor t er - Expor t er Gode Nunfoer . Thi si struefor anyi ndi vi dual
or conpany W | 1'i ngt oundert ake export or i nport froml ndi a.

Procedural Bottlenecks: India, unlike
most other developing countries(for ex- & ep3
ample, Sri Lanka), does not have simple Qrehastoregi ster wi tht he concer ned export promot i oncounci | .
rulesand proceduresto assistitsexporters. For exanpl e, i ncanzzofhgar nent _s% iti s?sl%a\;‘gi?l toohbt ii)n |
H . i regi strati on-cum nenier shi pcertificate romt he Appar el
Llcencera' aword dI.S“ked py al exporters Export Pronoti on@unci | . Regi strationisessential for obtaining
and entrepreneurs sti Il continues to worry vari ous per m ssi bl e benefi t s gi ven by t he gover nnent
Indian exporters. A maze of government
orders, regulations, rules and procedures
have_certamly played an important ro'em Wt htheconpl eti onof thesefornalities, theexporterscango
slowing down the growth rate of Indian i nfor procuri ngt hei r export orders.
exports by raising the cost of production.

Tabl e 7: I ndi an Apparel Quotaltilisation

Step4d

- Step5
Quntry Year ?J;;a S;,Iazl;i'g Lli(lgiJ ;;?m Wthexport ordersinhandthey start nanuf act uri ng.
(Qver Quta (Rr@nt)  gepg W
Level )
Qnce nanuf act uri ngi s over, theexport ers nake arrangenent s f or
us 1995 271799 264610 97.36 qual i tycontrol andobtai nacertificatefronthei nspector of quality
1996 289837 308668  106.50 contral corfirmngthei r quality.
1997 301808 316920  105.01
EU 1995 272515 295238  108.34
1996 285710 313398  109. 69 Step7
1997 299602 312141  104.19 Export abl esaret hendi spat chedtoports/ai rportsfor transit.
Canada 1995 33865 39122  115.52 .
1996 36219 39313  108.54
1997 32602 34930 107.14 Step8
Mre: Theunitsareinpiecesandquotautilisation Wt hdi spat chof goods, theexport firmhastoapplytoaninsurance conpany
coul d be great er t han 100 per cent dueto for mari ne/ ai r i nsurance cover .

carryforwardor carryover.
Qurce: Hiabookof Byport Satistics, 1998 Apparel Step9
Export Pronot i onQunci |, NewDel hi .

Tabl e 8: Changes i nExport G owt h ($) After conpl etionof theseformalities, theexporterscontact thecl eari ngand
Duetolnpositionof Non-Tariff Barriers forwardi ngagent for storingthegoods i nwar ehouses. Thef orwar di ng
— agent cones out W t hadocunent cal | edshi ppi ngbill, requiredfor al | ow ng
Conmodi ti es 1994- 1995 1996- 1997- shi prent by t he Qust omAut hor i ty.
and Gountri es 95 96 97 98
Leat her
Ger nany 12.76  9.66 -85 16.40
Ironore Step 10
| ndonesi a -37.67 54.17 -125 -90.70
Ready- made gar nent s Thecl eari ngandf orwar di ng (Cand F) agent subnit st he shi ppi ngbi || i nthe cust omhouse
us 51.94 558 11.60 -070 for verification. Thecustomapprai ser exam nes t he docunent at i on.
Qottonyarn, fabrics, nade-ups
us 32.95 2365 37.25 -925
Chenical s
EU 3220 21.49 809 2607 Stepll
SouthAfrica 269.88 64.77 50.51 -14.32 The Cand Fagent al sosubmtsacopy of the‘verified shippingbill tothe
Mr i ne product s shed superi nt endent and obt ai ns carti ngorder for exports.
EU 10.11 14.56 -19.86 -49.98
us 44.95 -31.98 10.98 16.89

Mte:  Blconsi stsof sixcountries, nanely, Italy, Step 12
Germany, France, UhitedKi ngdom Spain
and Bel gi um Most of t he NTBs were
i nposed duri ng 1996 and 1997 (see Box 1
and Tabl € 9) .
Qource: Rgports on Qurrency and A nance, Vol .11,
1998- 99, Reserve Bank of | ndi a.

Thereafter, for | oadi ngexportsintoshipsor aircraft, theCandFagent
present st heshi ppi ngbil | tothepreventiveofficers, whooverseethetransit procedure.
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Step 13
Ater | oadi nggoodsi ntot heshi p, captai nof t heshi pi ssuesarecei pt
knownas ‘ nat € srecei pt’ totheshi psuperintendent of theport. The shed
superi nt endent cal cul at es port chargesandbi || stheCandFagentsforit.
Stepl4
Wien port paynent s ar e nade, t he Cand Fagent t akes del i very of
nat €' srecei pt andrequestsport or ai rport authoritytoprepare
bill of | adi ngor ai rvayhill .
Step 15
After obtai ningbill of | adi ng, the CandFagent sendst hese
docunentstot herespecti veexporters. 7
Step16
Onhrecei pt of thedocunents, t heexporter nakes anappl i cati onto
therel evant chanter of cormercefor gettingcertificatesof origin,
statingthat thegoodsori gi nat edfrom ndi a.
Step 17
Export er s al sosend shi ppi ngdocunentstothei nportersstatingdat eof
shi pnent, naneof vessel , etc. Mreover, itisessentia tosendcertain
ot her docunents|ikebill of | adi ng, customi nvoi ceand packi nglist, totheir
forei gncounterparts.
Step18
The expor t er nowpresents al | i nportant docunents at hi s bank. The bank
scruti ni sest hese docunent sagai nst theoriginal letter of credit.
I
Step19

Thebank sends al | i nportant docunentstotheforeigninporter, sothat thel atter can
takedel i very of goods.

Step 20

After recei vingtherequi sitedocunents, theinporter nakes t he paynent t hr ough
thebank. It thengetscreditedinthenaneof theexporter here. S mul taneously, a
docunent cal | edt he QRf ormi s sent t o Reser ve Bank of | ndi a, as evi dence of
real i sationof export proceeds.

Step21

Asal ast step, exportersapplyfor benefit fromvariousduty
dr anback schenes whi ch subsequent | y get credi tedintheir account.

An exporter has to fill a large number
of forms (100 to 300) besides document-
ing hundreds of other legal and procedural
clearances. A study undertaken by Nair
and Kaul (1996) on Indian garment ex-
ports highlighted this issue. The proce-
duresschematically represented bel ow can
be taken as representative for al other
Indian exports [Nair and Kaul 1996].

However, in redlity, an exporter faces
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more barriers than those documented
above. Right from the stage of obtaining
the RBI Code till obtaining benefits of
duty drawback, exporter’s lot is one of
delay, harassment and paying bribes at
every step. For example, one has to pay
bribesfor getting code numbers and bene-
fits from various export promotion
schemes, likethe export promotion capital
goods (EPCG) scheme,® advance licence

scheme,® duty drawback scheme!® and
export-oriented unit (EOU) certification.

Domestic distortions: Domestic distor-
tionsprevent firmsfrom attaining globally
competitive economies of scale and there-
fore discourage them to produce quality
items. Primarily, there are two types of
distortions: those in the product markets,
and distortions in the factor markets. In
India, distortions in domestic product
marketsarisemainly because of monopoly
sellers and production externality. Like-
wise, distortions in factor markets arise
due to the presence of trade unions and
rigid labour and land laws.

Product Market DO storti ons

(1) Monopoly sellers: In the case of
monopoly, thepriceexceedsmarginal cost
leading to sub-optimal levels of produc-
tion and consumption. For example, in
India, in most cases antidumping duties
areimposed following petitionsfrom pro-
ducerswho aremonopolists. Irrational im-
position of antidumping dutiesallowsthese
monopolists to sell products at a higher
price. Indian exportssuffer assomeof these
products are used as intermediate inputs
for their production. Antidumping duties
onisobutyl benzene (used for manufactur-
ing lbuprofen), 3,4,5 trimethoxy benzal-
dehyde (for manufacturing Trimethoprim)
and acrylonitrilebutadiene rubber (usedin
tyre manufacturing) are imposed follow-
ing petitionsfromVinati Agro, AlphaDrug
India and Gujarat Apar (all are monopo-
lists), respectively. Needless to say,
Ibuprofen, Trimethoprim and tyres are
major Indian exports.

(2) Production externality: When thereare
instances of production externality, pri-
vate production levels exceed or fall short
fromthesocially optimal ones. Production
externality can occur because of govern-
ment decisionto promotegrowthincertain
sectors at the expense of others. For ex-
ample, considering the textile industry in
India, the government always favours
growth of the handloom sector against the
mill sector. Theindustrial licensing policy
reservesproduction of certainoutputssuch
ascotton fibreand fibrewith limited inter-
fibreflexibility, for small-scaleunits. There
isaso apolicy bias against synthetic and
man-made fibres relative to cotton fibres
and this continues in the form of higher
excise duties on synthetic and man-made
yarn. The excise duty on cotton yarn in
1997-98was5.75 per cent against 20.7 per
cent on blended yarn and 34.5 per cent on
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polypropylenefilament yarn [World Bank
1997]. Productionexternality arisesbecause
of such distortions in domestic policies
and tariff regime. Again, Indian tariff rates
are till high despite their rationalisation
from a high of 350 per cent (maximum
tariff) during 1990-91 to 52 per cent at pre-
sent. Table9 enumeratesthis. Many Indian
exportables with high import contents are
likely to suffer because of high tariffs.

Factor Mirket O storti ons

Factor market distortions occur when
prices of various inputs are higher than
their respective marginal products. This
results in their sub-optimal usage.

(2) Tradeunions: Dueto presence of trade
unions, wages in labour markets are
higher than the corresponding marginal
products. In the presence of surpluslabour
higher wages result in underemployment
equilibrium.

(2) Labour laws: Distortionsarising out of
rigid labour laws affect exports either by
raising their cost or by reducing their
production below thesocially optimal one.
Rigid labour laws create distortion in the
labour market [M ookherjee 1995]. Besides
creating difficulties in implementing pro-
ductivity-linked incentive schemes (both
in public and private sector factories),
labour laws prevent re-deployment and
retrenchment of surplus labour.

(3) Land laws: Urban Land (Ceiling and
Regulation) Act (ULCRA) of 1976 creates
distortion in the land market. It acts as a
constraint in the process of industrial
restructuring by preventing firms from
trading off their excess land to augment
their production capacities [Anant et a
1992].

Infrastructural Bottleneck: A recent
survey by the World Economic Forum,
Geneva, places India in the 50th position
(out of a total sample of 53 countries),
whencompetitivenessismeasuredinterms
of overall infrastructure development.12
Perhaps this explain why, despite having
abetterindustrial baseand possessingmore
prerequisites for industrial growth than
South Korea, Malaysia, Thailand and
Indonesia during the 1960s, India now
figureswell below themintermsof export
growth. India's two important export
centres — Tirupur in the south and
Moradabad in the north — clearly reflects
the sorry state of Indian infrastructure.
Tirupur, from where the world’s largest
garment brands are sourced, till recently
did not have a sustainable water supply

system. Roads are pathetic and this was
thefirsttownwhereexportersbuilt abridge
connecting two roads (thereby reducing
thedistancefromthemaintown by 15km),
since the state government refused to part
with the necessary finance. The situation
is not very different in Moradabad, the
country’s largest brassware production
centre, which lacks proper roads, telecom-
municationsandrail link facilities. Table 10
points out the recent development of the
Indian infrastructure sector.

Poor Infrastructural Facility
inindia

Ports: Indian portsare overutilised. Major
ports such as Chennai, Mumbai, Tuticorin
and Visakhapatnam, have consistently
handled more cargo thantheir capacity. As
aresult, they are less efficient than other
Asian ports like Singapore, Hong Kong
and Colombo. For example, in Singapore,
the average ship turnaround (ASTA) for
acontainer shipisonly 6-8 hourscompared
with an averageof six daysinIndia. Cargo
shipsfrom Indian ports, therefore, become
cost inefficient, having a high detention
cost of around US $ 15,000-20,000 per
day. Accordingtoanestimateby theWorld
Bank, container delaysat Indian portscost
about $ 70 million per year. Port capacities
are aso not increasing. There has been no
increasein capacity pertainingtofertilisers,
POL, coal and iron ore berths between
March 1992 and March 1997. The binding
nature of port capacities increases both
free on board (fob) and cost insurance and
freight (cif) prices of our exports, as ex-
portershaveto bear detention costinterms
of paying for warehouse facilities, higher
insurance charges and others.

Airports: Indian arports are ill-equipped
to handle any cargo. Non-availability of
jumbo x-ray machines makes it compul-
sory to open up al containers for inspec-
tion. Perishable commodities often rot in
the absence of quarantinefacilities. More-
over, clearing of export cargoes takes 8-
21 days.

Roads: Indian national highways account
for only 1.7 per cent of the road length,
but carry around 40 per cent of the total
traffic. Between 1951 and 1994, average
annua growth of road length has been 8-
10 per cent. On the other hand, the total
number of vehi cleshasgrown 80-foldfrom
0.3 million to 25.3 million. About 17 per
cent of the national highway system is
single lane. As a result, commercia ve-
hicles in India run only 200-250 km on
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average per day compared with 500-600
km per day indevel oped nations. At present,
Indialosesaround Rs250billion per annum
due to bad roads.

Power: The growth rate of India’s power
generating capacity is gradually decreas-
ing. During the 1980s, the power-gener-
ating capacity increased on average by 8.4

Tabl e9: S npl e Average Tari ffs and

Maxi rumDuty Rat es f or | ndi aand Qt her

Qountri es
Quntry  Year S npleAverage Maxi mum
Taiff Duty Rate
Manu- Prinary Manu- Prinary
factured factured
Inda 1997 31.3 2.7 260 260
Chi na 1997 17.8 17.8 121.6 121.6
Ml aysia 1997 2.2 41 289.8 467.1
Japan 1997 48 91 509 509
I ndonesi a 1996 13.5 12.3 100 121.6
Kor ea 1996 82 21.2 4958 458.2
Thailand 1996 NA NA 200 100
Bazl 1997 12.6 87 63 46
Gile 1997 10.9 1.0 NA NA
us 1996 6.0 58 48 350
EU 1997 56 10.4 26.4 103

Sour ce; UNCTAD TRAI NS Dat abase

Tabl e 10: G owt h Rat es of Core and

I nf rast ruct ur e Sect or
Sectors 1993- 1994- 1995 1996-
94 95 96 97

Infrastructuresectors

Hedridty

generation 7.5 81 84 38

(a) Hydel 07 175 -122 -55

(b) Ther nal 95 56 14.8 61
@al production 33 32 6.4 57
Sal eabl esteel 6.2 83 89 16
Qudeoil 03 193 91 -65
Refinerythroughput 15 41 39 7.2
Cerrent 57 99 6.6 86
Qrerdl | 50 91 79 26
Qherinfrastructuresectors

Rai | way 25 17 70 47
Car go handl ed 7.6 10.0 91 56

Tel ecomuni cat i ons
Newt el ephone

connecti ons 44.0 233 175 271

Mte:  Thefiguresindicates percent age grow h
over previ ous year .
Source: 1 ndf anEcononi ¢ Qirvey 1998- 99, Mni stry

of A nance, Gover nnent of | ndi a.

Tabl e 11: QonpetitivenessinHB ectronic
Commer ce

Quntry Per Gapita MNunber of Conputers
Investnent  Internet Per
inTel ecom Hostsper Thousand

(inus$) Nlilion  Inhabitants
I nhabi tants

Inda 27 32 15

| ndonesi a 10.6 4.7 45

Fhillippnes 11.6 47.7 88

Thai | and 73 155.5 168

Sout h Kor ea 97.4 1442.1 130.5

Ml aysi a 838.2 123 43.2

Chi na 10.6 16.2 30

Source: The G obal Conpet i ti veness Report, 1998,
Wr | d Economi ¢ For um Geneva.
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per cent per annum. However, between
1990-91 and 1994-95, it declined to 5 per
cent, before touching a low of 3 per cent
during 1995-96.
Telecommunications. India's position in
the world is at number 14, going by the
absolute number of telephone lines [Gol
1996b]. Currently, it enjoys the services
of more than 10 million telephone lines.
However, regarding penetration of tele-
phone lines, India s position is far behind
other developing countries. Tele-density
in Indiais only 1.3 (as on March 1996),
compared with 14.7 in Maaysia, 8.1 in
Brazil, 4.7 in Thailand and 2.3 in China.
Today, tele-densitiesin Delhi and Mumbai
are approximately 10 per 100 (al-India
figure 1 per 100) compared with 48 in
Singapore and 52 in Hong Kong, respec-
tively. Telephone servicein Indiaisprice-
inefficient, as the price per cal is high
because of low penetration of telephone
lines. Inanerawhen el ectroniccommerce!3
isfast emerging as anew channel of inter-
national business, poor telephonenetworks
and lack of computers and Internet facili-
ties is going to harm Indian exporters
immensely. Table 11 depicts Indian com-
petitivenessvis-a-visother south-east Asian
countriesintermsof el ectroniccommerce.
A serious shortcoming for Indiain glo-
bal electronic commerce is the wesk in-
frastructurefacility. Indiaisway downthe
ladder (Table 11) in terms of carrying out
investment in telecommunications, avail-
ability of computersand Internet facilities,
compared with south-east Asian nations.
Indian exporters are, therefore, unable to
make use of increasing business opportu-
nities through electronic means. For ex-
ample, between 1996 and 1997, the sales
of Amazon.com—thefirst online(Internet)
bookstore -increased by a factor of 9.25,
from US$ 16 millionto US$ 148 million,
reflecting theimmense busi ness prospects
of electronic commerce. Auto-by-Tel, a
web-based automotive marketplace, pro-
cessed a total of 3,45,000 purchase re-
quests for autos through its Web site in
1996, making a business of US $ 1.8
billion.14 What prevents Indian exporters
similarly from doing businessis our weak
electronic infrastructure.

v
Qoncl usi on

Theturnaround in Indian exportsduring
1996-97 was primarily led by adeclinein
the growth rate of our export volume. Our
analysis in the previous sections clearly
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brings out the nature of demand-side fac-
tors, as opposed to the supply-side bottle-
necks, which cannot be eliminated in a
short time. However, the removal of sup-
ply bottlenecksis necessary to maintain a
high export growth in a sustained way.

We do not have sufficient evidence to
attribute the decline in the growth rate of
our export volumeto adeclinein potential
demand. However, actual demand was
definitely constrained by a sharp decline
in India s competitiveness due to nominal
depreciation in many south-east Asian
countries. As discussed above, the impo-
sition of various forms of non-tariff bar-
riers by developed countries during 1996-
97 dso led to asharp drop in the demand
for Indian exportables.

Supply-sidefactors, (suchas, procedural
delays, poor infrastructure) are extremely
important for maintaining a high export
growth in a sustained way, but these
bottlenecks cannot explain asharp dropin
export growth in 1996-97. Nevertheless,
the revival of export growth would have
been easier if supply constraints are
eliminated.

Not es

[The paper was presented at the seminar
‘Industrialisation in a Reforming Economy: A
Quantitative Assessment’, organi sed by the Centre
for Development Economics, Delhi School of
Economics, Delhi.]

1 See preliminary report on NTB (November
1999, p 3), economic division, Ministry of
Commerce.

2 In the present WTO agreement, antidumping
duty is defined as “measures against imports
of product at an export price below its normal
value (usually price of the product in the
domestic market of the exporting country), if
such dumped imports cause injury to the
domestic industry in theterritory of theimport
competing party” (ArticleVI of GATT). For
detail analysis see Banik (1998).

3 Such pricing refers to the practice of selling
aproduct far below itscost of production, with
the intention of driving the competitors out
of the market. However, once the low price
charged by incumbents starts to serve as an
entry barrier, inthelong run foreign producers
raise the prices to make up some of their early
|osses.

4 A framework for bilateral agreements or
unilateral actions establishing quotas limiting
import into countries, whose domestic
industries were facing tremendous damage
from massive rise in imports.

5 Report submitted to the Ministry of Commerce
and | ndian Commissiontothe European Union,
Brussels, by the Indian Oil Seeds and Produce
Exporters Association, Mumbai, 1998.

6 Bill of lading is a document issued by the
shipping authority acknowledging receipt of
goods for shipment.

7 Documents contain commercial invoice
attested by customs, export promotion copy

of shipping bill, drawback copy of shipping
bill, full set of clean on board bill of lading
along with non-negotiable copies, original
contract order and custom invoice copy.

8 The export promotion capital goods scheme
facilitates import of capital goods, both new
and old, at aconcessional rate of customs duty
of 15 per cent.

9 Indian government has established under the
duty exemption schemealicensing system for
duty-free imports of raw materials,
components, consumabl es, parts, accessories,
packing materials and computer software
required for direct use in manufacture of
products to be exported.

10 This entails drawback of duty, such as
antidumping and countervailing, paid in the
processof importing inputsused for producing
exports.

11 This section draws heavily on The India
Infrastructure Report [Gol 1996b], prepared
by the expert group on commercialisation of
infrastructureprojectsset up by theDepartment
of Economic Affairs, Ministry of Finance,
under the chairmanship of Rakesh Mohan.

12 SeeTheGlobal CompetitivenessReport, 1998,
World Economic Forum, Geneva.

13 Electronic commerce refers to commercial
transactions involving both organisations and
individuals, based upon processing and
transmission of digitised data, including text,
sound and visual images. The broad definition
includes commercial transactions through
credit cards, tel ephonepurchasesandel ectronic
money transfer. The narrow definition focuses
on Internet (computer) based commerce.

14 Source: Emerging Digital Technologies
(1998).
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