
CH-II 

HISTORY OF FOREIGN TRADE IN INDIA 

 

  Since ancient times, trade with foreign lands has been in practiced in 

India.  If one turns the pages of history, it is found that trade with distant lands existed 

since as far back as 1100 B.C. Archaeologists have found from excavations at various 

places that ancient India had trade relations with Greece, Arab countries, Germany, 

China, Japan, Java etc.  This was the basic reason for the prosperity of India during that 

time.  Peter the great said, “India's trade is world's trade and whosoever can control it 

will rule Europe”.  

  In the words of Hawkins, "India is prosperous because of its trade, 

because all countries bring their coins here and take away Indian goods in exchange.  

These coins are buried in India and cannot be dug out".  

  In ancient times goods made in India like cotton cloth, metal utensils, 

perfumes, spices etc. were in great demand in Greece, Egypt, Rome and Iran.  

  To increase this very trade, India increased its relations and investments 

in Siam, now Thailand, Java, Sumatra and Malaysia.  

  Foreign trade in those days was carried out through both land and water 

routes. Exports were bigger than imports.  The payments were in gold and silver.  This 

was the period when India came to be called "Sone Ki Chiriya".  

  Foreign trade extended its reach and boundaries during the Mongal 

regime.  After the English established base here, foreign trade did increase, but its 

entire structure was changed.  The British policy was slowly draining India's wealth, to 

its own coffers, resulting in the death of the country's small and large industries.  India 

got converted into a primarily "Agricultural country". 

  The country started importing finished products from England and 

exporting raw material to its imperial rulers. 

Salient features of foreign trade in ancient India are: 

a) Export of raw materials and import of finished products.  

b) The exports were greater than imports so that balance of trade was in our favor.  

c) Foreign trade was increasing manifold due to the construction of the Suez Canal 

and development of transport facilities. 
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2.1 INDIAN TRADE IN ANCIENT TIMES 

  The presence of Dhaka muslin on the mummies found from Egyptian 

pyramids proves the popularly of Indian goods and trade thereof.  The Egyptians used 

to call this cloth - Gazetica.  According to Madan Mohan Malviya, Indian goods were 

very popular in countries like Rome.  India had a huge fleet of ships and this was the 

medium of its foreign trade.  Goods were also imported from various countries like 

china ware from China, silk and pearls from Srilanka etc.” 

Trade during the Harappan Civilization  

  Business was the mover during the Indus civilization. The people dealt in 

stone bones etc. But for the kind of goods, they made, raw material was not abundantly 

available in the adjoining areas.  The people carried their goods and probably grains too 

in boat and bullock cart in neighboring areas and exchanged these for metal.  

  As per Mesopotamian documentation of around 2356 B.C., there was 

some trade with Meluha. This was the name of the Indus Valley.  The Harappan people 

had commercial relations in Rajasthan with Afghanistan and Iran.  They had established 

a market in northern Afghanistan. 

Trade in the Buddha Period 

  During the Buddha period, all major cities were situated on river banks 

near the trade routes and were connected to each other.  Shravasti was linked to both 

Kaushambi and Varanasi.  Varanasi was a great trade centre during the Buddha's time.  

Traders used to go across the Ganges from Patna to Rajgeer.  The use of coins as a 

medium of exchange promoted commerce. 

Trade and relations with Middle Asia  

  The income of foreigners into India brought about deep relations with 

Middle Asia.  Trade with the Roman Empire brought a great deal of gold into India.  

  The Chola Kingdom was a great centre of trade and commerce.   A major 

source of the wealth of the Cholas was trade of cotton cloth. Due to its natural 

endowments and resources and its foreign trade this area prospered a great deal.  

Spices, especially black pepper were also cultivated and these were exported to western 

countries.  Ivory was also exported to the west where it was valued highly.  Pearls and 

precious stones were also a major export item. Muslin and silk was also grown 

  Modern day Tamil Nadu was strategically located with Greece, Egypt or 

Helenistic countries on one side and the Malaysian islands on the other for trade with 

China.  When around 1 B.C., Greece became a part of the Roman Empire and the 
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understanding of monsoon rains became clear, then this trade relation was greatly 

strengthened. Thus the period until third century saw strong trade ties of southern India 

with Rome. 

Foreign trade during the Maurya Dynasty 

  During this period, foreign trade between India and Eastern Roman 

Empire grew to great levels.  This trade was mostly through the land route.  Although 

the quantum of trade between India and Rome was huge, it did not include day-to-day 

necessities of common people.  Markets mostly sold luxury goods.  Romans primarily 

imported spices for which southern India was renowned.  They imported muslin, pearls 

and precious stones from central and south India.  Iron goods, especially iron utensils 

were an important export item to the Romans.  Pearls, ivory, gems and animals were 

considered luxury items but plants and their products were of importance in religious, 

food and cooking related, medicinal purposes and for performing last rites of a dead 

person. 

  Apart from goods directly exported from India, some were brought in 

from China and Central Asia and were then exported to East Rome.  Silk was directly 

sent from China to Rome through the silk route cutting through Afghanistan and Iran.  

But later when Iran and its neighboring countries came under foreign rule, this posed 

problems for exports.  Hence silk came to be routed through the southern most part of 

this subcontinent into the ports of South India.  Sometimes, silk from China came from 

the eastern seashore to the South of India.  In this way, India and Rome continued the 

trade of silk for a long time. 

  Precious stones like agate and carnelian were exported from Ujjain.  

India also had trade relations with central Asia.  The science of making steel was first 

developed in India.  Indian steel came to be exported to other countries right from 4th 

Century B.C. 

  No ironsmith in the world could make steel swords the way they did it in 

India.  These swords were in great demand right from eastern Asia to Eastern Europe.  

Indian foreign trade in the middle ages 

  The conditions which arose due to repeated foreign invasions during the 

Moughal period and internal skirmishes led to a fall in the trade of this region.  Foreign 

trade was mostly through those land routes which had been discovered for this purpose 

during Alexander's reign. Marco Polo who surveyed India from 1271 to 1294 A.D. has 

written, "India is still one of the most important markets of the world".  
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  Shri B. Narayana has written, "Indian trade was dominated by goods of 

luxury.  At that time, India's trade and balance of payments supported this.  The country 

had so much gold currency that it was called 'the golden bird". 

  During the reign of Emperor Akbar, trade benefits began to be given to 

the Portuguese, English and the Dutch.  Although India's foreign trade increased, it 

started losing its Indianness and slowly but surely the country was in the grips of 

European religions.  According to Carrere, "All the gold and silver, after roaming 

around the world would ultimately reach India".  Due to lack of national awareness and 

integrity, Indian trade was captured by the British company. 

  The fame of India in gold and silver was due to favorable foreign trade.  

Huge quantities of gold and silver came to India through foreign trade.  Due to the 

demand of Indian clothes, incense, and spices from rich Arab rulers, trade between 

India and south-east Asia increased.  Later on, it came to be known as the island of 

spices.  Trade between these two regions was going great guns right from the mid-sixth 

century. 

  With the fall of the Great Roman Empire, China become the centre of 

trade attraction in the Indian subcontinent.  The Chinese people traded in spices in a big 

way which were imported from south-east Asia and India.  They also imported the best 

quality ivory from Africa and glass items from West Asia, India and South-east Asia for 

their purpose. 

  The credit of introducing cotton in Japan goes to two Indian sailors who 

floated to the Japanese shores. Slowly Indian trade began to fall in comparison to China 

and Arab countries because they had faster sea vessels.  

Foreign Trade during the Delhi Sultanate 

  Indian cloth was in great demand in counties in the Gulf of Persia and 

around the Red Sea.  During this period, demand for good quality Indian cloth also rose 

in China where it exceeded the demand for silk.  India was importing best quality cloth, 

glass and horses from west Asia.  From China, silk and porcelain products were 

imported.  The foreign trade through land and sea route in India was basically an 

international industry. 

  From the Roman period itself, goods produced in the East were in great 

demand in Western countries.  Amongst these, silk from China, spices and medicinal 

plants from South-east-Asia and India were main.  After the economic renaissance in 

Europe, this demand increased further.  The items which saw increase in demand were 
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black pepper and other spices.  These spices, especially black pepper were brought 

through the ports in India and south-east Asia.  The Indian rulers in the early 

seventeenth century played an active role in improving ties with neighboring countries 

like Iran, Turkey and Uzbekistan.  This improved the scope for India's foreign trade. 

The discounts offered to various European trading companies also increased the 

quantum of foreign trade. 

Foreign trade during Moughal period 

  There were many ports and regions in India which catered to the trade of 

different countries of the world.  Especially, during the Moughal period, India exported 

edibles like rice and sugar to some of its neighboring countries.  The raw material 

necessary for producing cotton cloth was made available from the rural areas.  Gujarat 

was the gateway for entry of foreign goods.  India not only supplied food products like 

rice and sugar to various south-east and west Asian countries but cotton cloth also 

played a major role in the trade in these regions.  

  "India imported some edible and medicinal spices, battle horses and 

other luxury goods.  The import of gold and silver brought the balance in trade in favor 

of India.  As a result of the development of foreign trade, the import of gold and silver 

in the seventeenth century increased to such levels that after going round in each part of 

the world, gold and silver found, its way into the huge coffers of India". 1 

  Indian traders were conversant with local as well as foreign markets in 

the cloth trade.  Apart from this, Indian traders were ready to work for a profit of five 

to ten per cent.  Moughals started the trend of using pure silver coins as currency which 

was accepted not only all over India but around the world and this gave further impetus 

to Indian trade.  

East India Company and Indian foreign trade 

  The east India company was establishing in India in 1601. Initially, the 

French, Dutch and Portuguese too participated in India's foreign trade, but slowly the 

East India Company established, its sole hold over Indian's foreign trade. In the 

beginning, the company encouraged industrial trade and also exported muslin and other 

cloth material on a large scale.  When Indian goods gained popularity amongst traders 

in England, the company changed its policy.  Due to industrial resolution in England, 

there was a felt need for raw material and a market for manufactured goods.  As a 

                                            

1  Medieval India, Class-II, NCERT (800 AD to 1200 AD).  
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result, Indian industry came to be destroyed systematically; government made laws that 

anyone using Indian made products would be punished. In this way, India was reduced 

to the status of exporter of raw materials to greater Britain.  The middlemen in this 

trade were British firms generally who earned a lot of money.  

  The construction of the Suez Canal started a new phase in Indian trade.  

In 1869, India's foreign trade came to Rs. 90 crore, it rose to Rs. 376 crore in 1913-14.  

The development of means of transport slowly brought about a change in 

circumstances.  Previously, the goods which were being exported now started being 

imported.  The exploitative policies of the British Empire did not allow free trade to 

grow in India.  Importance was accorded only to British finished products and various 

sanctions were imposed on goods imported from other countries.  

  In 1818, the sole rule of the company ended. By 1874, export tax had 

been removed on almost all items.  After this free trade received a little encouragement 

in India.  Countries like Japan and Germany showed interest in India’s foreign trade.  

Gradually, ports of Bombay, Calcutta, Madras and Karachi acquired an important status 

from trade point of view. 

India's trade during the World War I 

  India’s trade had to suffer a number of setbacks during the First World 

War and the progress achieved till now was nullified.  At the time when the world war 

started, there was peace in the country, the value of Indian currency was stable and the 

government was actively involved in transport, communication and irrigation activities.  

When the war began, imports began to decrease and sanctions came to be imposed so 

that exports dwindled rapidly.  Import of machinery was stopped hence India could not 

manufacture goods for export.  As a result of the war, every nation tried to be self 

sufficient and this dealt a huge set back to India's trade.  The customers of India 

became poor and had to cut down imports for meeting war expenses.  At that time, the 

exchange situation in India worsened.  Strikes by industrial workers and other 

difficulties stopped the growth of India's trade.  At that time, looking at the worsening 

situation, Indians boycotted foreign made goods.  After that, India started importing 

from countries other than England.  Cotton and Khadi industries revived and cloth 

import was reduced. 

Economic recession and India's foreign trade 

  India's foreign trade was badly affected by the economic recession of 

1929-30.  The period of 1929 to 1935 is called the recession period.  During this period, 
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prices of goods in international trade fell. Both imports and exports reduced greatly in 

India.  After the Ottawa agreement, royal prerogative was imposed in India.  India was 

swept with a nationalist wave and many countries imposed sanctions on free trade.  In 

1932-33, India's foreign trade was reduced by half.  Imports were reduced because of 

reduced purchasing power, there was a tense political atmosphere and cloth and sugar 

industries were expanded in the country.  Gradually, the effects of recession reduced 

and in 1932, conditions were improved internationally.  Relations with Japan were 

greatly improved and India made developments towards industrialization.  

World War II and India's Foreign Trade 

  September 1939 saw the start of the Second World War.  As a result, 

prices of goods grew internationally.  The demand for raw materials and finished 

products from India grew.  When in 1941-42, Burma came to be occupied by a foreign 

rule, the government restricted India's exports and imports and trade again declined.  

  During the war, markets like France and Italy slipped from India's hands 

and the markets of Far East also closed for India.  Damage control was done through 

the markets of middle-east.  By 1940, the situation was such that no trader could 

undertake trading without prior permission.  Exports were brought under control by 

March 1940.  The British government profited immensely through these restrictions on 

exports and imports. 

India's Foreign Trade after World War II 

  After the World War II ended, the country was faced with the problem of 

raising production to control inflation and increasing exports to raise foreign exchange 

for importing essential commodities. 

  Internationally, the economic conditions received attention from all 

quarters.  Many agreements and institutions were formed to improve the worsening 

situation.  From this point of view the Anglo American loan agreement was entered 

into. International Monetary Fund, International Reconstruction and Development Bank 

were also instituted.  

Foreign trade in Independent India 

  India was faced with a number of economic problems after 

independence.  The partition of the country had left trade in shambles.  Food grain and 

raw material in the country fell below the required levels and importing these became 

essential. Trade balance became unfavorable for India.  On 19th December, 1949, due 

to increasingly unfavorable foreign trade, India was forced to devalue the Indian Rupee 
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vis-à-vis the dollar by 30.5 per cent, which resulted in the increase in exports and 

decrease in imports.  In 1951, the trade balance of Indian worsened and by the time the 

second five year plan started there was a negative balance of payment.  Policies were 

made to correct this so that obstacles in the way of exports could be removed.  In 1949, 

an Export Promotion Council was formed for encouraging exports in the country.  The 

council made the following suggestions: 

1. Removal of taxes on exports 

2. Banning of speculation  

3. Increasing production in the country. 

4. Entering into trade pacts.  

  To make suggestion in export-import related policies, an import advisory 

committee and the second export advisory committee was appointed.  In 1950, an 

import-export invigilation committee was appointed. 

  India's foreign trade has had a long history.  Due to the development of 

transport and communication sectors, its trade saw unforeseen growth.  After achieving 

independence on August 15, 1947, India too became an independent member of the 

world trade.  Prior to independence, the policies which were being implemented from 

export-import point of view were aimed at deriving maximum profits for the British 

Empire.  But after independence, the objective of foreign trade became industrial 

development of the country and improving the standard of living.  

  Export trade plays an important role in the economic development of a 

country.  The status of exports in the economy of a country can be understood by the 

sources for its development, size and nature.  India was once famous for its commercial 

specialization.  But now, export trade was lagging behind in new state.  

India's Exports Prior to Independence 

  "At the time when priority was laid on commerce, India’s trade position 

was definitely favorable. Our exports were used to promote imports. European countries 

and others were making efforts to establish trade relations with India.  This state of 

importance of trade was intact up till the time that the British established political 

control over the country.  In 1700 AD when India exported one million cotton clothes 

and 12000 silk clothes to Britain, a tremendous blow was dealt to these industries 
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which led to their decline".1 

  "Where  Britain undertook bilateral trade policy, India was faced with 

rising imports and falling exports.  Almost 2 to 3 per cent of economic growth was 

delivered to England from India for the period 1757 till 1939.  If these levels of 

development had been witnessed by India then during the 15th Century, India would 

have been a little less than USA or UK. The total exports amounted to Rs. 300 crores 

per annum.  From 1520 to 1926, it was the fifth largest-trading nation and had good 

standing in jute and jute products, tea, cotton threads, oilseeds, spices, leather and 

tobacco.  But in 1930, there was a sudden decline in export income and India's exports 

were reduced to Rs. 150 crore".2 

  India exports were affected during the World War II due to two reasons - 

first, Britain needed goods like leather, clothes, food and cement in great quantities so 

that it could mete out the requirements of war.  This is why, India did trade worth Rs. 

17,360 million.  Second - owing to difficulties in foreign exchange, it put some control 

on foreign exchange. 

  When India started exporting as an independent nation, it earned a net 

profit of Rs. 1736 crore. Within a few years, the Indian government had utilized this 

amount. At that time, there was no pressure on export.  For the purpose of building the 

economy and industrialization, there was a need for capital goods in large quantities.  

These capital goods had to either be indigenously developed or imported from other 

countries.  Available foreign exchange was not enough for the kind of imports required.  

When the five year plans started out in 1951, attention was paid to the fact that foreign 

exchange has to be earned through exports. 

2.2 India's Exports during the Plan Period 

  In the first year of the first five year plan, Rs. 716 crore worth exports 

were made.  The average exports and exports growth rate were however, not as 

expected.  For the first two years of the plan period, foreign trade policy backed up a 

little.  In 1953-54, the value of exports was the least since the plan period began.  As a 

result, imports in the second plan period rose rapidly.  Exports did not achieve any 

important gains and there was also no effort to increase them.  The imports actually 

rose by the end of the first plan due to a favorable import policy, as a result of which, 

                                            

1  Krishna Bal, Commercial Relations between India and England  (1601 to 1757) London, 1924, pp 
208 
2   Bhat University, Economic Change and Policy in India (1800 to 1960) Bombay, 1963, pg. 51 
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by the middle of the second plan, foreign exchange resources had dwindled 

substantially.  During the second plan from 1956 to 1961, the average annual exports 

were worth Rs. 606 crore only. Hence, there was hardly an improvement in the second 

plan.1 

  "In the first decade of independence by the 60s, there had been no 

effective steps in the sphere of export promotion.  In the 50s and mid 60s, world trade 

was growing at 8 per cent per annum.  In 1947, the total world had amounted to $50 

billion and India's part was $12 million which was 2.4 per cent. 1  

  During the third plan, many important programmes began to fill in the 

gaps in India's foreign trade and government made efforts to increase exports. These 

efforts were rationalization of export policies, strengthening institutional policies, 

promoting various activities for export promotion and establishment of export 

promotion council.  Expectedly, there was a significant development in exports to Rs. 

753 crore.  During the third plan period, apart from the independent commerce 

ministry, ministry of international trade was formed to oversee trade policy and 

promotion and to provide direction and pace to the country's international trade.  At 

that time, many national commercial organizations were opened. Towards the end of 

1966, there was another devaluation of the rupee.  There was a gulf in export promotion 

plans after the devaluation.  There is no doubt that Indian exports became cheaper, but 

this devaluation was not able to promote exports to the desired levels.  During the third 

plan in 1965-66, exports rose to Rs. 810 crores from Rs. 660 crore in 1961-62.  But the 

export growth rate was not very encouraging.  Following are the reasons for slow 

growth. 

i) Constant agricultural production. 

ii) Reduction in exports because export quality raw material was used for domestic 

consumption, increase in domestic income and population.  

iii) Making domestic products less attractive for enabling imports 

iv) Increase in competition from China, Japan and Pakistan. 

v) Huge demand for traditional export commodities.  

vi) Development of artificial goods for some important export commodities - e.g. 

Jute 

                                            

1  Kalipada Dev, "Exports Strategy in India", Sultan Chand and Co. Ltd., New Delhi, 1978, pg. 3-8. 
1  Patel, I.G., India's Balance of Payments - An analysis of foreign trade policy, India foreign trade 
organization, New Delhi, Volume XVI 1981, pg. 212-214. 
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vii) Tough competition in cotton cloth trade market  

viii) Attempts from developed countries to profit their economically stable sectors 

and to control child labor in developing countries.  

ix) Reduction in export prices. 

  Whereas, the demand for commodities exported by India remained 

stable, India's part in exporting these to the world markets reduced substantially.  After 

devaluation, exports continued to decline and the growth rate was negative.  As 

compared to the beginning of the third plan, exports earned very little foreign 

exchange.  We were spending huge amounts on imports of machine and machine parts, 

pulses, petroleum etc.  In the three years following devaluation, average annual imports 

increased to Rs. 1951 crore whereas average annual exports amounted to Rs. 1238 crore 

and trade deficit was still large. 

  During the fourth five year plan, a new export policy was adopted to 

direct exports towards growth.  As a result of the government’s various export 

promotion measures, exports began to see a rise.  During this time, the steps taken 

during the third plan also started bearing fruits.  Exports were further rationalized and 

the regulations accepted during the fourth plan resulted in exports going beyond 

imports.  After independence, the government for the first time felt a need for exports 

and formulated a progressive exports policy which came to be called 'Exports Policy 

Bill 1970’ and was presented in the parliament.  In the history of Indian exports, this 

was a milestone.  These policies were guardedly implemented.  The bill says the 

following things. 

  "India's foreign trade policy has made amendments in its objectives, 

structure and the priorities in the fourth five year plan. The government has formulated 

this plan with a view to mobilize domestic resources for expansion of exports.  There is 

a need for increasing export earnings at a high rate to achieve self dependence and 

reduce reliance of external support.  To combat the mixed rate of expansion the fourth 

plan has seen a 7 per cent annual growth rate".1 

  During the fourth plan average annual exports revenue were Rs. 1810 

crore.  Average Annual growth rate at current prices was 12.6 per cent during this plan 

which increased in subsequent years.  Exports limit was Rs. 1413 crore in the first year 

and Rs. 2523 crore in the last year of the plan.  This was a result of concerted 

                                            

1  Bal Gopal, T.A.S.-Export Management, Himalaya Publishing House, Bombay, 1981, pg-152. 
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promotion plans.  This is why, the fourth plan was the golden period for India's export 

performance and international trade. 

  In this context, the need for competitiveness in Indian products in world 

markets cannot be stressed.  The export market had to deliver value for  long term 

exports. 

  Due to fall in petroleum in 1973, the country's exports were negatively 

affected.  Apart from oil shortage, during the fifth plan, the conditions were better than 

the previous plans.  During the fifth plan, our exports limit was between Rs. 3329 crore 

in 1974-75 and Rs. 5408 crore in 1977-78.  After independence, this was the second 

time that the country enjoyed a trade surplus of Rs. 68 crore.  During the fifth plan, 

negative trade balance was Rs. 612 crore in 1977-78, Rs. 1190 crore in 1974-75 and Rs. 

1229 crore in 1975-76. 

  In 1978-79, India's exports were of the order of Rs. 5726 crore which 

was 6.5 percent higher than last years. In 1979-80, the exports revenue was to the tune 

of Rs. 6418 crore showing an increase of 12.1 per cent.  As compared to the growth 

shown in the first three years of the fifth plan period between 19.31 per cent and 31 per 

cent, the annual increase was very little.  Exports fell due to the following reasons.  

i) Policy of restricting exports of domestic consumables. 

ii) Fall in the value of the dollar which was about 2 to 3 per cent of the exports 

table. 

iii) Reduction in imports of developed countries. 

iv) Defensive techniques adopted by developed countries for exports of cloth, 

readymade clothes, shoes, iron and steel, minerals and leather which were 

primary exports of India. 

v) Fall in the prices of the main export clothes. 

vi) Rise in domestic demand of steel and cement. 

vii) Domestic troubles like power shortage, low mobility of labor and strikes.  

  During each year of the sixth plan, trade deficit was almost Rs. 5000 

crore.  The least deficit was in the last year (1984-85) at Rs. 5390 crore.  Exports 

revenue was only 60 per cent of imports during the sixth plan and trade deficit was 

huge.  The market showed a decline due to the deficit percentage shown by CNP during 

this plan period.  This deficit came to 3.4 per cent in 1983-84 from 5.1 per cent in 

1980-81 and further fell in 1984-85. 

  During this period, crude oil came to be identified as a major export 
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item.  The export of crude oil began in the last quarter of 1981-82.  It amounted to Rs. 

211 crore in 1981-82 and Rs. 1157 crore in 1982-83, Rs. 1400 crore in 1983-84 and Rs. 

1817 crore in 1984-85. 

  During the Seventh Five Year Plan (1985-86 to 1989-90), the Congress 

(I) government undertook rapid deregulation and so did the Janta Dal government as a 

result of which average exports were of the order of Rs. 17,382 crore only.  The 

average annual deficit was the tune of Rs. 7730 crore.  In the seventh plan, the exports 

limit was Rs. 10895 crore in 1985-86 and Rs. 27658 crore in 1989-90. 

  Due to the rise of such a huge trade deficit, Indian government was 

forced to resort to help from World Bank and International Monetary Fund for a loan of 

Rs. 670 crore.  In order to control imports, India started to curb its policy of easy 

import licenses. 

  In 1990-91, our trade deficit was Rs. 10645 crore, however, due to the 

export promotion policy of our government, exports rose to Rs. 32553 crore.  During 

this time, exports rose by 15.3 per cent.  Trade deficit in this period was Rs. 3810 crore.  

In 1991-92, exports were to the tune of Rs. 44041 crore.  In the new trade policy, the 

government took many steps to increase exports e.g. permission for import - export 

scrips, devaluation of rupee in two stages.  These efforts however, failed to encourage 

exports.  In 1992-93, the trade deficit came to Rs. 9687 crore.  Exports which were of 

the order of Rs. 44041 crore in 1991-92 increased to Rs. 53688 crore.  The trade deficit 

worked out to be Rs. 3350 crore in 1993-94 exports during this period were of Rs. 

69751 crore.  Export trade in 1994-95 was of Rs. 82674 crore whereas in the year 1993-

94, it was Rs. 69751 crore.  The trade deficit during 1994-95 was of Rs. 7297 crore.  

According to estimates, the export trade in the period April to December 1996-97 was 

Rs. 85623 crore which was estimated at Rs. 106, 350 crore in 1995-96.  Trade deficit in 

1996-97 was estimated to be Rs. 11488 crore.  

Encouraging Symptoms 

  Due to expansion in international trade, exports are expanding.  India's 

contribution in world exports was 0.6 per cent in 1970, 0.5 per cent in 1975 and 0.4 per 

cent in 1980.  During the period 1979-81, India’s part was the least of the world exports 

at 0.42 per cent.  In 1990, our part was 0.5 per cent which remained stable till 1992 and 

increased to 0.8 per cent in 1994.  The value of exports which was $18143 million in 

1990 increased to $31797 million in 1994. 

  Exports trade has been a very important part of international trade 
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market.  In 1985, tea (26.2%), spices (19.3%), leather (7.9%), iron and steel (0.1%), 

gems (9.6%), leather manufactures (16.4%) and readymade garments (4.8%) were our 

important export items but in 1992 these were tea (10.5%), spices (64.1%), leather 

(3.4%), iron and steel (0.4%), gems (10.1%) and leather manufactures (6.7%).  Table 

1.1 gives out some of our major exports.  

2.3 THE STRUCTURE OF INDIA'S EXPORTS 

  An important change in the export structure of the country has been 

identified. Many new items, primarily semi-manufactured and manufactured goods have 

joined the exports list.  These have eroded the heavy profits earned by our traditional 

export items like jute, tea, cotton,  
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Table1.1     PRINCIPAL EXPORTS 
 

Quantity: Thousand tonne 
Value      : Rs. crore & US @ million 

 
1960-61 1970-71 1980-81   

Qty. Rs. 
cr.  

@ 
million 

Qty. Rs. 
cr.  

@ 
million 

Qty. Rs. 
cr.  

@ 
million 

1 2 3 4 5 6 7 8 9 10 11 
I. Agricultural and allied 

products of which  
- 284 596 - 487 664 - 2057 2601 

I.1 Coffee 19.7 7 15 32.2 25 33 87.3 214 271 
I.2 Tea and mate  199.2 124 260 199.1 148 196 229.2 426 538 
I.3 Oil cakes  433.8 14 29 878.5 55 73 886.0 125 158 
I.4 Tobacco  47.5 16 34 49.8 33 43 91.3 141 178 
I.5 Cashew kernels  43.6 19 40 60.6 57 76 32.3 140 177 
I.6 Spices  47.2 17 36 46.9 39 51 84.2 11 14 
I.7 Sugar and molasses 99.6 30 60 473.0 29 39 97.0 40 50 
I.8 Raw cotton 32.6 12 25 32.1 14 19 131.6 165 209 
I.9 Rice  - - - 32.8 5 7 726.7 224 283 
I.10 Fish and fish preparations 19.9 5 10 32.6 31 40 69.4 217 274 
I.11 Meat and meat preparations  - 1 2 - 3 4 - 56 70 
I.12 Fruits, vegetables and pulses  - 6 13 - 12 16 - 80 101 
I.13 Miscellaneous processed 

foods (incl. processed fruits 
and juices)  

- 1 2 - 4 6 - 36 45 

II. Ores and minerals (excl. 
coal) of which  

- 52 109 - 164 217 - 414 523 

II.1 Mica 28.4 - - 26.7 16 21 16.7 18 22 
II.2 Iron ore (million tonne) 3.2 17 36 21.2 117 155 22.4 303 384 
III. Manufactured goods of 

which  
- 291 610 - 772 1021 - 3447 4738 

II.1. Textile fabrics & 
manufactures (excl. carpets 
hand-made) of which  

- 73 153 - 145 192 - 933 1179 

III.1.1 Cotton yarn, fabrics, made-
ups etc.  

- 65 136 - 142 188 - 408 516 

III.1.2 Readymade garments of all 
textile materials  

- 1 2 - 29 39 - 550 696 

III.2 Coir yarn and manufactures  - 6 13 - 13 17 - 17 22 
III.3 Jute manufactures incl. twist 

& yarn 
790.0 135 283 560.0 190 252 660.0 330 417 

III.4 Leather & leather 
manufactures incl leather 
footwear, leather travel goods 
& leather garments  

- 29 59 - 80 106 - 390 493 

III.5 Handicrafts (incl carpets 
hand-made)** of which: 

- 11 23 - 73 96 - 952  

III.5.1 Gems and jewellery - 1 2 - 45 59 - 618 782 
III.6 Chemicals and allied 

products@ 
- 7 15 - 29 39 - 225 284 

III.7 Machinery, transport & metal 
manufactures including iron 
and steel* 

- 22 46 - 198 261 - 827 1045 

IV. Mineral fuels and lubricants 
(incl. coat)* 

- 7 15 - 13 17 - 28 35 
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 Total Exports  - 642 1346 - 1535 2031 - 6711 8486 

 
 
 
 
 

Table1.1     PRINCIPAL EXPORTS 
Quantity: Thousand tonne 

Value      : Rs. crore & US @ million 
1990-91 2000-01 2004-05   

Qty. Rs. 
cr.  

@ 
million 

Qty. Rs. cr.  @ 
million 

Qty. Rs. cr.  @ 
million 

1 2 12 13 14 15 16 17 18 19 20 
I. Agricultural and allied 

products of which  
- 6317 3521 - 28582 6256 - 39579 8809 

I.1 Coffee 86.5 252 141 184.9 1185 259 167.5 1069 238 
I.2 Tea and mate  199.1 1070 596 202.4 1976 433 183.4 1840 410 
I.3 Oil cakes  2447.8 609 339 2417.8 2045 448 3603.3 3178 707 
I.4 Tobacco  87.1 263 147 108.3 871 191 135.7 1255 279 
I.5 Cashew kernels  55.5 447 249 83.8 1883 412 123.4 2489 554 
I.6 Spices  103.3 239 133 244.9 1619 354 364.5 1883 419 
I.7 Sugar and molasses 191.0 38 21 769.0 511 112 116.8 155 34 
I.8 Raw cotton 374.4 846 471 30.2 224 49 86.6 423 94 
I.9 Rice  505.0 462 257 1534.4 2943 644 4778.1 6769 1507 
I.10 Fish and fish preparations 158.9 960 535 502.6 6367 1394 - 6469 1440 
I.11 Meat and meat 

preparations  
- 140 78 - 1470 322 - 1905 424 

I.12 Fruits, vegetables and 
pulses  

- 216 120 - 1609 352 - 2690 599 

I.13 Miscellaneous processed 
foods (incl. processed 
fruits and juices)  

- 213 119 - 1094 239 - 1277 284 

II. Ores and minerals (excl. 
coal) of which  

- 1467 834 - 4139 906 - 20524 4568 

II.1 Mica 42.0 35 19 63.2 64 14 - 63 14 
II.2 Iron ore (million tonne) 32.5 1049 585 20161.4 1634 358 - 14726 3277 
III. Manufactured goods of 

which  
- 23736 13229 - 160723 35181 - 278679 62023 

II.1. Textile fabrics & 
manufactures (excl. 
carpets hand-made) of 
which  

- 6832 3807 - - - - - - 

III.1.1 Cotton yarn, fabrics, 
made-ups etc.  

- 2100 1170 - 16030 3509 - 15502 3450 

III.1.2 Readymade garments of 
all textile materials  

- 4012 2236 - 25478 5577 - 29482 6562 

III.2 Coir yarn and 
manufactures  

- 48 27 - 221 48 - 474 106 

III.3 Jute manufactures incl. 
twist & yarn 

220.0 298 166 - 932 204 - 1240 276 

III.4 Leather & leather 
manufactures incl leather 
footwear, leather travel 
goods & leather garments  

- 2600 1449 - 8914 1951 - 10881 2422 

III.5 Handicrafts (incl carpets 
hand-made)** of which: 

- 6167 3437 - 5097 1116 - 4428 986 

III.6 Gems and jewellery - 5247 2924 - 33734 7384 - 61834 13762 
III.7 Chemicals and allied 

products@ 
- 2111 1176 - 22851 5002 - 45704 10172 

III.8 Machinery, transport & 
metal manufactures 
including iron and steel* 

- 3872 2158 - 31870 6976 - 77613 17274 
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IV. Mineral fuels and 
lubricants (incl. coat)* 

- 948 528 - 8822 1931 - 32083 7140 

 Total Exports  - 35553 18143 - 203571 44560 - 375340 83536 

 
 
 
 

Table1.1      PRINCIPAL EXPORTS 
Quantity : Thousand tonne 

                   Value : Rs. crore & US @ million 
2005-06 2005 (April-October) 2006 (April-October)   

Qty. Rs. cr.  @ 
million 

Qty. Rs. cr.  @ 
million 

Qty. Rs. cr.  @ 
million 

1 2 21 22 23 24 25 26 27 29 29 
I. Agricultural and allied 

products of which  
 46703 10549  24630 5621  32316 7047 

I.1 Coffee 162.9 1731 391 101.5 893 204 138.1 1195 261 
I.2 Tea and mate  177.7 1589 359 94.3 1024 234 109.5 1234 469 
I.3 Oil cakes  5976 4875 1101 1947.4 1584 262 2499 2022 441 
I.4 Tobacco  142.7 1032 233 85.7 752 172 87.3 901 196 
I.5 Cashew kernels  131 2594 586 58.8 1571 359 72.6 1465 319 
I.6 Spices  400.2 2116 478 237.6 1194 273 256.5 1633 356 
I.7 Sugar and molasses 394.1 598 135 68 84 19 1303.7 2408 525 
I.8 Raw cotton 614.8 2904 656 152 663 151 328.4 1681 367 
I.9 Rice  4088.2 6221 1405 2331.1 3504 800 2686.4 3799 828 
I.10 Fish and fish preparations  7036 1589  3865 882  4300 938 
I.11 Meat and meat 

preparations  
 2750 621  1479 338  1764 385 

I.12 Fruits, vegetables and 
pulses  

 3649 824  2005 458  2420 528 

I.13 Miscellaneous processed 
foods (incl. processed 
fruits and juices)  

 1589 359  868 198  1034 225 

II. Ores and minerals (excl. 
coal) of which  

 23733 5361  12311 2810  13024 2840 

II.1 Mica  77 17  44 10  44 10 
II.2 Iron ore (million tonne)  16829 3801  8451 1929  8146 1778 
III. Manufactured goods of 

which  
 328507 74199  182600 41675  224693 49000 

II.1. Textile fabrics & 
manufactures (excl. 
carpets hand-made) of 
which  

         

III.1.1 Cotton yarn, fabrics, 
made-ups etc.  

 17456 3943  9630 2198  10852 2367 

III.1.2 Readymade garments of 
all textile materials  

 37952 8572  20451 4668  22104 4820 

III.2 Coir yarn and 
manufactures  

 590 133  344 79  371 81 

III.3 Jute manufactures incl. 
twist & yarn 

 1318 298  762 174  776 169 

III.4 Leather & leather 
manufactures incl leather 
footwear, leather travel 
goods & leather garments  

 11915 2691  6834 1560  7452 1625 

III.5 Handicrafts (incl carpets 
hand-made)** of which: 

 5683 1284  3264 745  3168 691 

III.6 Gems and jewellery  68752 15529  41834 9548  41877 9132 
III.7 Chemicals and allied 

products@ 
 52839 11935  28045 6401  33703 7350 

III.8 Machinery, transport & 
metal manufactures 
including iron and steel* 

 94369 21315  51196 11685  73404 16008 
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IV. Mineral fuels and 
lubricants (incl. coat)* 

 52538 11867  27407 6255  53160 11593 

 Total Exports   456418 103091  249968 57050  325553 70996 
@ Chemicals and allied products figures relate to "Basic Chemicals" and "Plastic Linoleum products".  
* Also includes electronic goods and computer software.   
** Gems and Jewellery excluded from Handicrafts and reported as individual item since 1997 -98. 
# During 1990-91, 1995-96, 2001-02, 2002-03 and 2003-04, Crude oil exports amount to Rs.  Nil.   

Source : DGCI & S, Kolkata 
Table1.2     SHARE AND PERCENTAGE CHANGE OF MAJOR EXPORTS 

 
(Percentage share) (Percentage Growth)*  Commodity Group 

2004-05 2005-
06 

2005-06 
Apr.-Oct. 

2006-07 
Apr.-Oct. 

2004-
05 

2005-
06 

2005-06 
Apr.-
Oct. 

2006-07 
Apr.-
Oct. 

 1 2 3 4 5 6 7 8 9 
I. Agriculture & allied, of 

which  
10.5 102. 9.9 9.9 11.7 19.8 28.9 25.4 

1. Tea 0.5 0.4 0.4 0.4 15.0 -12.4 -1.4 15.1 
2. Coffee 0.3 0.3 0.4 0.4 0.7 64.3 62.4 27.9 
3. Cereals  0.2 0.1 0.1 0.1 104.0 -42.0 -55.2 2.1 
4. Unmanufactured Tobacco 0.3 0.2 0.2 0.2 20.0 10.2 20.6 8.7 
5. Spices 0.5 0.5 0.5 0.5 24.7 14.0 14.0 30.7 
6. Cashewnuts 0.7 0.6 0.6 0.5 49.3 5.8 25.9 -10.9 
7. Oil Meals  0.8 1.1 0.6 0.6 -2.9 55.7 10.0 22.0 
8. Fruits & Vegetables & Pulses  0.6 0.6 0.8 0.7 16.7 37.7 46.9 15.3 
9. Marine Products  1.7 1.5 1.5 1.3 8.3 10.4 29.7 6.3 
10. Raw Cotton  0.1 0.6 0.3 0.5 -54.1 596.7 213.4 142.3 
II. Ores and Minerals, of which  5.5 5.2 4.9 4.0 136.5 17.4 63.2 1.1 
11. Iron Ore  3.9 3.7 3.4 2.5 191.1 16.0 62.0 -7.9 
12. Processed minerals  1.0 1.1 1.0 1.1 28.5 41.7 42.8 28.9 
13. Other ores & minerals  1.1 1.1 1.0 1.1 75.1 23.3 51.5 41.2 
III. Manufactured goods, of 

which  
74.3 72.0 73.0 69.0 24.9 19.6 30.1 17.6 

14. Leather & Manufactures  1.9 1.7 1.8 1.4 9.4 7.4 12.0 -1.1 
15. Leather footwear 1.0 1.0 0.9 0.9 17.2 18.1 31.7 14.2 
16. Gems & Jewellery  16.5 15.1 16.7 12.9 30.2 12.8 29.6 -4.4 
17. Drugs, Pharmaceuticals & 

Fine Chemicals  
4.8 4.8 4.6 4.0 18.2 27.4 31.6 6.2 

18. Dyes/Intermediates & Coaltar 
Chemicals  

1.4 1.6 1.7 1.8 16.1 38.6 31.8 62.0 

19. Manufactures of Metals  4.1 4.12 4.1 3.9 40.2 24.6 33.3 20.0 
20. Machinery & instruments  4.5 4.7 4.8 5.1 34.0 30.6 53.7 32.9 
21. Transport equipments  3.4 4.2 4.2 3.8 44.7 52.8 57.9 13.1 
22. Primary & semi-finished iron 

& Steel  
4.2 2.9 2.9 3.5 63.4 -14.4 4.1 52.3 

23. Electronic Goods  2.2 2.1 2.0 2.2 6.0 18.5 17.0 33.3 
24. Cotton yarn, fabrics, made-

ups etc  
4.1 3.8 3.9 3.3 1.6 14.3 16.6 7.7 

25. Readymade Garments 7.9 8.3 8.2 6.8 5.3 30.6 34.2 3.3 
26. Handicrafts  1.2 1.2 1.3 1.0 -7.0 30.2 37.4 -7.3 
IV. Crude & Petroleum 

Products (incl. Coal) 
8.5 11.5 11.0 16.3 91.2 66.2 67.7 85.3 

V. Other & unclassified items  1.2 1.1 1.2 0.7 60.8 12.0 42.0 -25.3 
 GRAND TOTAL  100.0 100.0 100.0 100.0 30.8 23.4 34.8 24.4 
*In terms of US Dollar  
Source: DGCI & S, Kolkata.  
 
spices, leather etc. which contributed more than 50% of the earnings.  
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  In 1965-66 too, the part of goods like jute, tea, cotton cloth, zinc and 

manganese was almost half of the total exports of Rs. 810 crore.  Even today, jute, tea 

and cotton cloth are the primary exports of India.  But now, India is also exporting 

goods like sugar, tobacco, cashew nuts, oil cakes, leather manufactures, engineering 

equipments, chemicals and fish in a big way.  India now exports almost 3000 big and 

small products whereas only 25 years back, the number of export items was only about 

50. 

  The products which India now exports through its land, air and sea 

routes are as follows tea, cotton cloth, readymade garments, fiber, carpets, iron ore and 

ores of other metals, leather, cotton, fresh fruits and dry fruits, plant extracts, sugar, 

tobacco, vanaspati, oil,  minerals, iron and steel, hides, petroleum products, coal, coke 

etc. 

  The contribution of traditional export items is slowly diminishing and is 

being replaced by non-traditional exports like engineering goods, petroleum products, 

minerals, fuel, handicraft etc.  Agricultural machinery and implements, hand -pumps 

steel furniture, electronics, leather products, plastic products, bicycles, high level 

machine tools and cloth machinery, sewing machines, railway wagons, electric motors, 

diesel engines etc. are increasingly being exported. These are being exported mainly in 

south-east Asia, developing countries of Africa and developed nations of Europe.  India 

has made great advances in the new technology area.  Hence, its competitiveness in 

world markets has also improved.  The nature of exports is becoming that of an 

industrialized economy.  Not only goods, but India has started exporting services, 

consulting and knowledge based exercises.  Indian industrialists have started their joint 

operations in countries like Saudi Arabia, Ghana, Iran, Srilanka, Nepal, Nigeria, 

Malaysia as well as Canada and Britain. 

  According to data given in Table 1.3, export of agricultural and related 

products has diminished in importance and has increased for manufactured goods.  In 

the coming years, there is ample scope for growth in the exports of manufactured and 

semi manufactured goods, iron ore and other minerals. Traditional Exports 

  The important traditional exports of India are as follows: 

Jute Products 

  Jute is one of our traditional exports.  The major competitor of India in 

jute exports is Bangladesh.  In 1980-81, jute worth Rs. 330 crore was exported which 

reduced to Rs. 298 crore in 1990-91.  It increased to Rs. 389 crore in 1993-94 and 
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further to Rs. 1318 crore in 2005-06.  India was exporting jute made bags, ropes, 

carpets, cloth etc.  Jute goods were being sent to America, Russia, Canada, Argentina, 

England, Australia, Greece, New Zealand, West Germany, France, Japan, South Africa 

etc.  Jute goods were the highest dollar earners for the country and the government 

made efforts to encourage jute exports. 

Tea 

  Tea is India’s most important export item. The revenue earned from tea 

exports was Rs. 426 crore in 1980-81 which increased to Rs. 1070 crore in 1990-91.  

Due to Russian economic problems, foreign exchange problems of Iran and Greece etc. 

the consumption of tea in these nations was reduced and consequently India’s tea 

exports were reduced to Rs. 1059 crore in 1993-94. It increased to Rs. 1589 crore in 

2005-06.  India is a warm country, hence tea drinking habits of people are 

comparatively less.  As a result, there is a lot of surplus production which is exported to 

other countries.  Almost 75 per cent of the total tea produced  
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1.3 INDIA'S SHARE IN WORLD EXPORTS BY COMMODITY DIVISIONS AND GROUPS 
(US $  Million) 

1970 1975 Div. 
Sl. 
No.  

Code 
Group  

Commodity Division/Group 
World  India  India's 

share 
(%) 

World  India  India's 
share 
(%) 

1 2 3 4 5 6 7 8 9 
01  Meat and meat preparations  3584 4 0.1 7378 9 0.1 
03  Fish, crustaceans and mollusks & preparations  - - - - - - 
04  Cereals and cereals preparations  6775 9 0.1 25133 16 0.1 
 042 Rice  925 6 0.6 1984 12 0.6 
05  Vegetables and fruits  1471 17 1.2 10104 154 1.5 
06  Sugar, sugar preparations and honey  2700 26 1.0 11663 554 4.8 
07  Coffee, tea, cocoa, spices and manufactures  5437 280 5.1 9133 438 4.8 
 071 Coffee and coffee substitutes 3205 31 1.0 4580 73 1.6 
 074 Tea and mate 587 196 33.4 933 292 31.3 
 075 Spices 255 52 20.5 548 73 13.3 
08  Feeding stuff for animals  - - - - - - 
12  Tobacco and tobacco manufactures  1713 43 2.5 3827 124 3.2 
 121 Unmanufactured tobacco and refuse 1058 42 4.0 2357 119 5.0 
 122 Manufactured tobacco 655 1 0.2 1470 5 0.4 
22  Oilseeds and oleaginous fruit - - - - - - 
28  Metalliferous ores and metal scrap 7357 193 2.6 13446 253 1.9 
 281 Iron ore and concentrates 2373 158 6.7 4601 247 5.4 
51  Organic chemicals 6648 9 0.1 20219 22 0.1 
52  Inorganic chemicals - - - - - - 
53  Dyeing, tanning and colouring materials  1615 8 0.5 3642 23 0.6 
54 541 Medicinal and pharmaceutical products 2687 11 0.4 6503 29 0.4 
55  Essential oils and perfume materials soap, cleansing etc.  916 10 1.1 3059 18 0.6 
58  Artificial resins, plastic materials, cellulose esters and ethers  - - - - - - 
59  Chemical materials and products n.e.s.  - - - - - - 
61  Leather, leather manufactures & dressed fur skins 1047 9.1 9.1 2380 200 8.4 
 611 Leather  701 94 13.4 1540 189 12.3 
 612 Manufactures of leather or of composition leather  132 1 0.6 355 4 1.0 
 613 Fur skins, tanned or dressed etc.  214 - - 486 8 1.6 
65  Textile yarn, fabrics, made-up articles  11371 461 4.1 23798 599 2.5 
 652 Woven cotton fabrics 1436 98 6.8 3149 161 5.1 
 653 Woven fabrics of man made fibres 3967 189 4.8 8038 191 2.4 
 654 Woven fabrics other than of cotton or man-made fibres 270 2 0.8 547 5 0.9 
66 667 Pearls, precious and semi-precious stones  2431 253 2.2 5707 128 2.2 
67  Iron and steel 14540 132 0.9 40789 116 0.3 
69  Manufactures of metals n.e.s.  4328 27 0.6 12053 74 0.6 
71  Power-generating machinery and equipment  20884 25 0.1 54327 97 0.2 
72  Machinery specialized for particular industries  10670 17 0.2 67016 102 0.2 
73  Metal-working machinery - - - - - - 
74  General industrial machinery & equipment & machine parts 

thereof.  
- - - - - - 

75  Office machinery and ADP equipment - - - - - - 
76  Telecommunication and sound recording and reproducing 

apparatus and equipment  
- - - - - - 

77  Electrical machinery, apparatus and appliances  - - - - - - 
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78  Road vehicles (including air cushion vehicles) - - - - - - 
79  Other transport equipment  - - - - - - 
84  Articles of apparel and clothing accessories  109 - - 308 - - 
  Total exports 313804 2031 0.6 876094 4665 0.5 

 
 
1.3 INDIA'S SHARE IN WORLD EXPORTS BY COMMODITY DIVISIONS AND GROUPS  

(US $  Million) 
1980 1985 Div. 

Sl. 
No.  

Code 
Group  

Commodity Division/Group 
World  India  India's 

share 
(%) 

World  India  India's 
share 
(%) 

1 2 3 10 11 12 13 14 15 
01  Meat and meat preparations  17832 67 0.4 15755 61 0.4 
03  Fish, crustaceans and mollusks & preparations  12258 242 2.0 14335 337 2.4 
04  Cereals and cereals preparations  41989 201 0.5 32643 211 0.6 
 042 Rice  4355 160 3.7 2916 162 5.6 
05  Vegetables and fruits  24018 259 1.1 23606 332 1.4 
06  Sugar, sugar preparations and honey  16183 46 0.3 10113 0 0.0 
07  Coffee, tea, cocoa, spices and manufactures  22121 879 4.0 20779 971 4.7 
 071 Coffee and coffee substitutes 12979 271 2.1 11676 226 1.9 
 074 Tea and mate 1631 452 27.7 1973 517 26.2 
 075 Spices 1072 156 14.5 1188 229 19.3 
08  Feeding stuff for animals  10322 164 1.6 8515 127 1.5 
12  Tobacco and tobacco manufactures  3423 151 4.4 7822 140 1.8 
 121 Unmanufactured tobacco and refuse 3423 151 4.4 3798 113 3.0 
 122 Manufactured tobacco - - - 4024 27 0.7 
22  Oilseeds and oleaginous fruit 9487 30 0.3 7896 50 0.3 
28  Metalliferous ores and metal scrap 30239 465 1.5 23137 557 2.4 
 281 Iron ore and concentrates 6515 411 6.3 6154 478 7.8 
51  Organic chemicals 31841 17 0.1 36923 25 0.1 
52  Inorganic chemicals 15491 26 0.2 16318 22 0.1 
53  Dyeing, tanning and colouring materials  7986 65 0.8 8024 62 0.8 
54 541 Medicinal and pharmaceutical products 13918 109 0.8 15920 130 0.8 
55  Essential oils and perfume materials soap, cleansing etc.  7647 86 1.1 8136 56 0.7 
58  Artificial resins, plastic materials, cellulose esters and 

ethers  
27223 3 0.0 28456 8 0.0 

59  Chemical materials and products n.e.s.  15960 8 0.0 16613 28 0.2 
61  Leather, leather manufactures & dressed fur skins 5967 405 6.8 6444 534 8.3 
 611 Leather  3415 342 10.0 4185 331 7.9 
 612 Manufactures of leather or of composition leather  975 65 6.3 1233 202 16.4 
 613 Fur skins, tanned or dressed etc.  1577 1 0.0 1026 0 0.0 
65  Textile yarn, fabrics, made-up articles  48884 1145 2.3 48218 1037 2.1 
 652 Woven cotton fabrics 6632 351 5.3 6804 327 4.8 
 653 Woven fabrics of man made fibres 9325 44 0.5 9734 20 0.2 
 654 Woven fabrics other than of cotton or man-made fibres 3188 204 6.4 3462 167 4.8 
66 667 Pearls, precious and semi-precious stones  18563 579 3.1 12073 1165 9.6 
67  Iron and steel 68231 87 0.1 61891 46 0.1 
69  Manufactures of metals n.e.s.  36840 221 0.6 32884 125 0.4 
71  Power-generating machinery and equipment  35722 88 0.2 38433 59 0.2 
72  Machinery specialized for particular industries  58495 65 0.1 54707 97 0.2 
73  Metal-working machinery 15671 32 0.2 12696 55 0.4 
74  General industrial machinery & equipment & machine 

parts thereof.  
59443 67 0.1 53954 60 0.1 

75  Office machinery and ADP equipment 24750 2 0.0 53604 30 0.1 
76  Telecommunication and sound recording and reproducing 

apparatus and equipment  
26799 11 0.0 47318 4 0.0 
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77  Electrical machinery, apparatus and appliances  60947 114 0.2 75739 121 0.2 
78  Road vehicles (including air cushion vehicles) 127347 208 0.2 157446 126 0.1 
79  Other transport equipment  41291 32 0.1 50709 27 0.1 
84  Articles of apparel and clothing accessories  32365 590 1.8 38718 887 2.3 
  Total exports 1997686 8486 0.4 1930849 8904 0.5 

  
1.3 INDIA'S SHARE IN WORLD EXPORTS BY COMMODITY DIVISIONS AND GROUPS  

(US $  Million) 
1990 1995 Div. 

Sl. 
No.  

Code 
Group  

Commodity Division/Group 
World  India  India's 

share 
(%) 

World  India  India's 
share 
(%) 

1 2 3 16 17 18 19 20 21 
01  Meat and meat preparations  34118 77 0.2 44690 324 0.7 
03  Fish, crustaceans and mollusks & preparations  32847 521 1.6 50875 1391 2.7 
04  Cereals and cereals preparations  45314 285 0.6 53575 783 1.5 
 042 Rice  3995 254 6.4 6411 654 10.2 
05  Vegetables and fruits  50225 400 0.8 68355 856 1.3 
06  Sugar, sugar preparations and honey  14236 21 0.1 13866 118 0.9 
07  Coffee, tea, cocoa, spices and manufactures  21131 842 4.0 27953 956 3.4 
 071 Coffee and coffee substitutes 8659 148 1.7 11559 264 2.3 
 074 Tea and mate 2650 585 22.1 3087 431 14.0 
 075 Spices 1415 109 7.7 2541 261 10.3 
08  Feeding stuff for animals  15603 336 2.2 20295 469 2.3 
12  Tobacco and tobacco manufactures  17860 145 0.8 21628 147 0.7 
 121 Unmanufactured tobacco and refuse 5187 107 2.1 5525 147 2.7 
 122 Manufactured tobacco 12674 39 0.3 16103 0 0.0 
22  Oilseeds and oleaginous fruit 10477 83 0.8 14388 244 1.7 
28  Metalliferous ores and metal scrap 35734 753 2.1 49515 510 1.0 
 281 Iron ore and concentrates 7653 578 7.6 9229 363 3.9 
51  Organic chemicals 70721 232 0.3 134109 1491 1.1 
52  Inorganic chemicals 26079 59 0.3 33117 99 0.3 
53  Dyeing, tanning and colouring materials  19952 233 1.2 34105 481 1.4 
54 541 Medicinal and pharmaceutical products 37753 453 1.2 107482 1255 1.2 
55  Essential oils and perfume materials soap, cleansing etc.  21027 240 1.1 44279 216 0.5 
58  Artificial resins, plastic materials, cellulose esters and 

ethers  
65712 29 0.0 123353 174 0.1 

59  Chemical materials and products n.e.s.  33417 76 0.3 63411 437 0.7 
61  Leather, leather manufactures & dressed fur skins 13226 832 6.3 24440 808 0.3 
 611 Leather  9295 447 4.8 16551 388 2.3 
 612 Manufactures of leather or of composition leather  2868 385 13.4 6831 421 6.2 
 613 Fur skins, tanned or dressed etc.  1063 0 0.0 1058 0 0.0 
65  Textile yarn, fabrics, made-up articles  105147 2180 2.1 167528 6000 3.6 
 652 Woven cotton fabrics 15559 571 3.7 22387 1103 4.9 
 653 Woven fabrics of man made fibres 22021 156 0.7 32151 506 1.6 
 654 Woven fabrics other than of cotton or man-made fibres 8466 195 2.3 9432 370 3.9 
66 667 Pearls, precious and semi-precious stones  27577 2710 9.8 54105 6477 12.0 
67  Iron and steel 106342 283 0.3 146147 1481 1.0 
69  Manufactures of metals n.e.s.  66088 341 0.5 125259 1167 0.9 
71  Power-generating machinery and equipment  81675 126 0.2 158329 218 0.1 
72  Machinery specialized for particular industries  118617 236 0.2 167582 346 0.2 
73  Metal-working machinery 31051 58 0.2 41413 117 0.3 
74  General industrial machinery & equipment & machine 

parts thereof.  
130836 132 0.1 225981 78 0.0 

75  Office machinery and ADP equipment 126743 112 0.1 378980 0 0.0 
76  Telecommunication and sound recording and reproducing 

apparatus and equipment  
100965 31 0.0 299356 0 0.0 
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77  Electrical machinery, apparatus and appliances  185364 241 0.1 640575 92 0.0 
78  Road vehicles (including air cushion vehicles) 312550 344 0.1 549596 370 0.1 
79  Other transport equipment  96250 15 0.0 157654 53 0.0 
84  Articles of apparel and clothing accessories  94577 2211 2.3 201379 7093 3.5 
  Total exports 3303563 18143 0.5 6254511 41543 0.7 

 
1.3 INDIA'S SHARE IN WORLD EXPORTS BY COMMODITY DIVISIONS AND GROUPS  

(US $  Million) 
1997 1998 Div. 

Sl. 
No.  

Code 
Group  

Commodity Division/Group 
World  India  India's 

share 
(%) 

World  India  India's 
share 
(%) 

1 2 3 22 23 24 25 26 27 
01  Meat and meat preparations  55391 367 0.7 65219 381 0.6 
03  Fish, crustaceans and mollusks & preparations  58317 1307 2.2 65486 1364 2.1 
04  Cereals and cereals preparations  67875 1654 2.4 708761 2071 2.9 
 042 Rice  7192 896 12.5 8207 1478 18.0 
05  Vegetables and fruits  90898 962 1.1 102168 1166 1.1 
06  Sugar, sugar preparations and honey  18280 301 1.6 20598 70 0.3 
07  Coffee, tea, cocoa, spices and manufactures  33531 785 2.3 39685 881 2.2 
 071 Coffee and coffee substitutes 9617 234 2.4 11924 224 1.9 
 074 Tea and mate 3074 334 10.9 3836 397 10.3 
 075 Spices 2781 213 7.7 2928 0 0.0 
08  Feeding stuff for animals  25875 731 2.8 29358 701 2.4 
12  Tobacco and tobacco manufactures  21841 172 0.8 23197 0 0.0 
 121 Unmanufactured tobacco and refuse 5568 182 3.1 6710 0 0.0 
 122 Manufactured tobacco 16273 0 0.0 16488 0 0.0 
22  Oilseeds and oleaginous fruit 21144 364 1.7 22274 286 1.3 
28  Metalliferous ores and metal scrap 59479 1468 2.5 93536 3815 4.1 
 281 Iron ore and concentrates 11656 1112 9.5 17275 3079 17.8 
51  Organic chemicals 175427 2405 1.4 220151 3135 1.4 
52  Inorganic chemicals 38225 130 0.3 4610 0 0.0 
53  Dyeing, tanning and colouring materials  40458 663 1.6 47422 629 1.3 
54 541 Medicinal and pharmaceutical products 200797 2021 1.0 59945 465 0.8 
55  Essential oils and perfume materials soap, cleansing etc.  65184 366 0.6 75389 331 0.4 
58  Artificial resins, plastic materials, cellulose esters and 

ethers  
151433 989 0.7 64312 0 0.0 

59  Chemical materials and products n.e.s.  78049 578 0.7 97337 728 0.7 
61  Leather, leather manufactures & dressed fur skins 27423 839 3.1 24887 692 2.8 
 611 Leather  18496 579 3.0 20465 583 2.8 
 612 Manufactures of leather or of composition leather  7628 290 3.8 2893 0 0.0 
 613 Fur skins, tanned or dressed etc.  1299 0 0.0 1528 0 0.0 
65  Textile yarn, fabrics, made-up articles  186080 6856 3.7 203795 7009 3.4 
 652 Woven cotton fabrics 26638 951 3.6 28615 861 3.0 
 653 Woven fabrics of man made fibres 29654 953 3.2 31542 990 3.1 
 654 Woven fabrics other than of cotton or man-made fibres 9497 420 4.4 10965 438 4.0 
66 667 Pearls, precious and semi-precious stones  60476 8414 13.9 78022 10535 13.5 
67  Iron and steel 185581 3165 1.7 266345 4777 1.8 
69  Manufactures of metals n.e.s.  150746 1587 1.1 189877 2229 1.2 
71  Power-generating machinery and equipment  187816 469 0.2 222802 753 0.3 
72  Machinery specialized for particular industries  185906 663 0.4 238533 833 0.3 
73  Metal-working machinery 42009 219 0.5 56027 0 0.0 
74  General industrial machinery & equipment & machine 

parts thereof.  
281769 898 0.3 339108 1207 0.4 

75  Office machinery and ADP equipment 381825 424 0.1 442061 388 0.1 
76  Telecommunication and sound recording and reproducing 

apparatus and equipment  
324451 0 0.0 416679 0 0.0 

77  Electrical machinery, apparatus and appliances  654906 1368 0.2 772559 1531 0.2 
78  Road vehicles (including air cushion vehicles) 702499 1628 0.2 823153 2236 0.3 
79  Other transport equipment  182022 0 0.0 193459 0 0.0 
84  Articles of apparel and clothing accessories  235083 6641 2.8 261117 632 2.5 
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  Total exports 7369776 63029 0.86 8566994 79846 0.9 
Note: A zero in India's share means negligible or no share at all.  
Source: United Nations: 2004 International Trade Statistics Year Book, UN, 2006. 
 

 

is exported.  India tea is exported to countries like England, Canada, Iraq, Russia, West 

Germany, Sudan, Australia etc. India's share in the world tea exports is about 48 per 

cent.  India exports black tea.  Indian government is always making efforts for 

increasing the production and exports of India. 

Cotton Cloth 

  Cotton cloth and garments occupy an important place in Indian exports.  

Indian made cotton garments are very popular in foreign countries.  India comes only 

second after Japan in this category.  In 1980-81, cotton cloth exports were of the order 

of Rs. 408 crore which increased to Rs. 2100 crore in 1990-91.  During the year 2005-

06, cotton cloth exports increased to Rs. 17,456 crore.  The important customers in this 

regard are England, Srilanka, Australia, Malaysia, Canada, France, Afgha nistan, 

Myanmar etc.  It is one of our major export revenue earners.  There is a shortage of the 

long fiber variety of cotton in India.  Indian government is making many efforts to 

indigenously produce good quality cotton. 

Cashew-Nut 

  In recent years, cashew has come to occupy an important position in 

India's exports.  In 1980-81, its exports amounted to Rs. 148 crore which increased to 

Rs. 447 crore and further to Rs. 1237 crore in 1995-96.  Exports of this item have seen 

unprecedented increases.  Major importing nations were USA, Canada, West Germany, 

Russia, East Germany, Japan, Australia etc.  

Oil Cakes 

  This too is a major export items.  In 1980-81, export revenue earned 

from oil cakes was Rs. 125 crore which increased to Rs. 309 crore in 1990-91 and 

further to Rs. 5976 crore in 2005-06.  Major export markets are England, East 

Germany, Poland, Czech Republic, Japan etc.  

Spices 

  India has been exporting spices for a long time now.  The main items of 

spices being exported are black pepper, ginger, turmeric, clove and cardamom etc.  In 

1980-81, exports of spices amounted to Rs. 11 crore which increased to Rs. 239 crore in 

1990-91 and further to Rs. 2116 crore in 2005-06.  The major markets are America, 

Sweden, Great Britain, Pakistan and Arab Nations.  
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Tobacco 

  India occupies the second position in the world in tobacco production.  

Almost 50 per cent of the entire production is exported.  In 1980-81 tobacco worth Rs. 

141 crore was exported which increased to Rs. 263 crore in 1990-91 and further to Rs. 

1032 crore in 2005-06.  

  The major tobacco importers from India are Britain, Russia, Japan, 

Sweden, Malaysia etc.  India is a major exporter of tobacco and a lot of our foreign 

exchange comes from this export. Non-Traditional Exports 

  India’s non-traditional exports are as follows: 

Sugar 

  India is a major exporter of sugar.  Due to surplus production of 

sugarcane, sugar is produced in huge quantities. 1981-81 saw Rs. 40 crore worth of 

sugar exports which fell to Rs. 38 crore in 1990-91.  However, there was a manifold 

increase in sugar exports in 1995-96 at    Rs.506 crore and further to Rs.598 crore in 

2005-06.  England, Nepal, Japan, Canada, Malaysia, Hongkong etc.  are the major 

customers.  A lot of progress has been observed in sugar exports in India.  The Indian 

government is making efforts to produce high yielding varieties of sugarcane and 

increasing the productivity of sugarmills. 

Engineering goods 

  Nowadays, India produces different types of industrial appliances, 

machines, heavy transport equipment, fans, bicycles etc. and exports them abroad. 

Engineering goods have been occupying an important slot in India's exports for the past 

few years.  In 1980-81, its exports were worth only Rs. 827 crore which increased to 

Rs. 3872 crore in 1990-91 and further to Rs. 94369 crore in 2005-06.  India exports 

engineering goods to countries like Africa, America, Canada, Britain etc.  The future in 

this segment is very bright.  Raw material is easily available in the country and 

engineers and mechanics are available in large numbers.  The Indian government is 

promoting this export in greater quantities. 

 

Leather and Leather Manufacture 

  The leather from cow, buffalo and goat is exported from India.  In 1980-

81, earnings from this item were Rs. 390 crore.  During 1990-91, Rs. 2600 crore were 

earned from this item and in 2005-06, it increased to Rs. 11915 crore.  England, Russia, 

West Germany, Greece, USA, Japan etc. are the major export markets for leather and 
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leather manufactures.  The future for this item holds great promises too as Indian 

government is trying to make several improvements. 

Gems and Jewellery 

  The major export markets for gems and jewellery are America, Russia 

etc.  In 1980-81, its exports were worth Rs. 618 crore which subsequently rose to Rs. 

5247 crore in 1990-91 and further to Rs. 68752 crore in 2005-06. 

Chemicals  

  Chemicals and related products occupy a major place in Indian exports.  

1980-81 chemical exports accounted fro Rs. 225 crore of revenue which was increased 

to Rs. 2111 crore in 1990-91 and further to Rs. 52839 crore in 2005-06.  The main 

export markets are Russia, Arab countries, Western Europe and North America.  

Handicrafts 

  With time, the importance of handicrafts in exports is increasing.  The 

value of exports of handicrafts in 1980-89 was Rs. 952 crore only.  In 1990-91, it 

increased to Rs. 6167 crore and in 1995-96, further to Rs. 20501 crore.  At present, 

India is the top exporting nation for handicrafts.  

Rice 

  Export of rice is a major source of foreign exchange earnings.  1980-

1981 saw rice exports worth Rs. 224 crore which increased to Rs. 462 crore in 1990-91 

and further to Rs. 6221 crore in 2005-06.  India's rice exporting markets are America, 

England, France, Africa etc. 

Direction of Trade 

  The share of 11 major trading partners of India, accounting for nearly a 

half of India's trade, has not changed much since 2000-01. U.S. continues to be the 

single largest trading partner of India, but with a declining trend. China, on the other 

hand, has increased its share almost threefold to become the second largest trading 

partner of India. With rising POL prices and India is not only importing crude oil from 

but also exporting refined POL products to the United Arab Emirates (UAE), UAE has 

emerged as the third largest trading partner of India. There is a perceptible change in 

the share of India's trade with Singapore after the signing of the Comprehensive 

Economic Cooperation Agreement (CECA) with growth of gems & jewellery, petroleum 

products and ships and boats on the export side, and machinery and organic chemicals 

on the import side. In the two most recent years, there is a slight fall in the shares of 

countries like Belgium and Hong Kong, reflecting the slowdown in both exports and 
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imports of gems & jewellery and related items. 

  In terms of export destination, US continued to be the principal 

destination accounting for 16.8 per cent of India's total exports in 2005-06, followed by 

UAE (8.4 per cent), China (6.5 per cent), Singapore (5.4 per cent) and U.K. (5.0 per 

cent). Region wise, Asia and ASEAN countries have emerged as major export 

destinations.  

India's merchandise exports to South Asian countries increased by an impressive 19.3 

per cent in 2005-06 compared to the 7.3 per cent growth in 2004-05. The major items of 

India's exports to South Asian countries include: engineering goods, chemicals and 

related products, petroleum, crude and products, cotton yarn fabrics and made ups, and 

rice. Similarly, imports from South Asian countries increased by 40.1 per cent in 2005-

06 over and above an equally impressive exports in 2005-06, followed by UAE (8.4 per 

cent), China (6.5 per cent), Singapore (5.4 per cent) and U.K. (5.0 per cent). Region 

wise, Asia and ASEAN countries have emerged as major export destinations. From a 

level of around 40 per cent in 2001-02, the share of Asia & ASEAN countries 

(including West Asia & North Africa (WANA) with a share of 19 per cent and the three 

China's: China Peoples Republic, Hong Kong and Taiwan with 10 per cent) accounts for 

half of India's total exports in April-October 2006. During this period, destination-wise, 

India's exports to Africa, Asia & ASEAN posted strong growth, while exports to Europe 

and America registered moderate growth. Among the major markets, while growth in 

exports to UAE, China and Singapore was very high, growth in exports to US and UK 

was moderate. 
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Table 1.4 India's major trading partners, 2000-2006 percentage share in total trade 

(exports + imports) 
 

April-October  Country  200-
01 

2002-
03 

2003-
04 

2004-
05 

2005-
06 

2005-
06 

2006-
04 

1. US 13.0 13.4 11.6 10.7 10.6 10.3 9.7 

2. U.K. 5.7 4.6 4.4 3.7 3.6 3.7 3.1 

3. Belgium 4.6 4.7 4.1 3.6 3.0 3.3 2.4 

4. Germany  3.9 4.0 3.8 3.5 3.8 3.7 3.7 

5. Japan  3.8 3.2 3.1 2.8 2.6 2.4 2.3 

6. Switzerland  3.8 2.4 2.6 3.3 2.8 3.3 3.2 

7. Hong Kong  3.7 3.1 3.3 2.8 2.7 2.9 2.3 

8. UAE 3.4 3.8 5.1 6.2 5.1 5.3 6.9 

9. China  2.5 4.2 4.9 6.5 7.0 6.8 7.7 

10. Singapore 2.5 2.5 3.0 3.4 3.5 3.7 4.0 

11. Malaysia  1.9 1.9 2.1 1.7 1.4 1.4 2.2 

 Total (1 to 1) 48.6 47.9 48.1 48.2 46.1 46.8 47.5 
Source: DGCI & S, Kolkata  

  India's merchandise exports to South Asian countries increased by an 

impressive 19.3 per cent in 2005-06 compared to the 7.3 per cent growth in 2004-05. 

The major items of India's exports to South Asian countries include: engineering goods, 

chemicals and related products, petroleum, crude and products, cotton yarn fabrics and 

made ups, and rice. Similarly, imports from South Asian countries increased by 40.1 

per cent in 2005-06 over and above an equally impressive was the major source of 

imports; Germany, Belgium and the UK were the major import sources in EU25. In 

South East Asia, import growth from major sources like Singapore and Thailand and in 

South Asia, growth in imports from Sri Lanka, Bangladesh and Pakistan and even 

Maldives were high. In April-October, 2006 very high growth was registered in the case 

of imports from Africa, mainly due to dramatic growth rates in five digits in imports 
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from Nigeria (mainly crude oil) which also raised its share in India 's imports to 4.4 per 

cent. Among the other regions, growth was high in the case of imports from Latin 

America and Asia & ASEAN. Imports from major oil exporters like Saudi Arabia, UAE 

and other WANA countries recorded rapid growth. China, the top import source of 

India with 9.1 per cent share, recorded growth of 58.1 per cent, while imports from US 

(with 5.7 per cent share) was also buoyant at 30.2 per cent.  

World Trade 

  The world export growth rate during 2004 was 21.6% as against 5.7% 

during 2003. The export from the developing countries increased from 18.4% in 2003 to 

27% in 2004. The highest growth was observed in China where it was 35.5% in 2004 

followed by India with 28.1%. The share of developing countries in the world export 

was 40.2% in 2004. China's share in the world exports increased from 5.9% in 2003 and 

6.2% in 2004 while India's share remained stagnant at 0.8% during the last three years. 

Table 1.5 shows the export growth and share of selected countries in the world exports.  
 
Table 1.5: Export Growth and Share in World Exports of Selected Countries 
 

Percentage growth rate  Share in the world exports  Sr. 
No. 

Country  

1995-
01 

2002 2003 2004* 1995-
01 

2002 2003 2004* 

1 2 3 4 5 6 7 8 9 10 

1. China  12.4 22.4 34.5 35.5 7.3 5.9 5.9 6.2 

2. Hong Kong 3.6 5.4 11.9 16.5 3.1 3.0 3.0 2.9 

3. Malaysia  6.6 6.0 6.5 26.9 1.4 1.3 1.3 1.4 

4. Indonesia  5.7 3.0 5.1 -8.4 0.9 0.8 0.8 0.7 

5. Singapore 4.1 2.8 15.2 25.3 2.0 1.9 1.9 2.0 

6. Thailand  5.9 5.6 17.1 20.9 1.1 1.1 1.1 1.1 

7. India  8.5 13.6 15.8 28.1 0.7 0.8 0.8 0.8 

8. Korea  7.4 8.0 19.3 29.3 2.5 2.6 2.6 2.7 

9. Developing 
Countries  

7.9 7.9 18.4 27.0 36.8 38.7 38.7 40.2 

10. World  5.5 4.8 21.6 21.6 100 100 100 100 

Source:  Economic Survey 2004-05 
*January -August, 2004   
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Future Prospects 

  Goods can only be exported when once the domestic demand has been 

sufficiently met.  In this respect, it can be said that production of public consumption 

commodities for export purposes should be banned.  The eleventh plan gives immense 

priority to the exports.  

  The parliamentary committee for exports was established under the aegis 

of the Prime Minister in 1981 and was again convened in June 1986 to promote 

confidence in the exporting community and acceptance of the priority of exports to the 

country. 

  The parliamentary committee gave a new direction to exports in the 

country. 

  The following measures were taken.  

1. Giving the advantage of Free Trade Zones (FTA) to hundred per cent export 

oriented units. 

2. Raising exports to realize the licensing capacity. 

3. Releasing exports from the ambits of MRTP Act. 

4. Effecting such technology imports which will help in increasing export production 

and consequently the revenue income. 

5. Increasing production capacity.  

6. Rebate of 40% to export oriented foreign private investment 

7. Establishment of Export Import Bank (EXIM Bank) to meet the financial needs of 

export trade. 

  These measures are a step in the right direction and will definitely help 

in increasing exports.  But the success of these measures depends on their quick and 

proper implementation. 

  Exports of our country are on a rise and this is a very positive 

development and will go a long way in establishing India as an economic superpower.  

 India’s Foreign Trade - Problems 

Primary difficulties after independence  

  After independence, India's foreign trade had to encounter many 

obstacles.  The partition and food grain shortage increased the problems manifested. 

Due to this shortage, India had to establish trade relations with many countries.  

  After 1947, India had to face the following situations: 
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a) Inflation:  Right after independence, prices of goods started to rise.  

As a result, the country was pushed into economic recession.  Demand for consumer 

goods was on the rise.  Although, supply should have increased with increasing 

demand, it started to fall.  Even a slight increase in supply was not effective because 

one had to shell out a lot of money for it.  

There were many reasons for the increase in production costs: 

1. Shortage of raw materials and rise in their prices 

2. Labor unrest resulted in low productivity. 

3. Indefinite government policy led to disappointment among industrialists.  

4. Instability in the country due to the community clashes made the situation 

extremely complex.  

5. Difficulty in transport and restricted import policies compounded the problems. 

  Due to inflation, not only was import but also exports were affected.  

b) Negative trade balance:  Subsequent to independence, imports and 

exports have been changing constantly.  After partition situation of very low foreign 

exchange arose in the country. Foodgrains, capital goods and other important products 

were imported in bulk.  To enable the development process, capital goods, raw material 

and machinery were imported but inspite of efforts, exports could not be increased to 

balance imports.  

c) Dominance of manufactured goods in exports:  After independence, 

India has been a primary exporter of manufactured goods.  Owing to industrial 

development, India started manufacturing various goods.  Also, due to partition, the 

share of raw material fell in the exports. Although India is primarily exporting 

manufacturing goods, yet tea, cotton cloth and jute products from an integral part of 

exports.  However, the revenue generated from exports of these three items is very 

unstable as it is dependent on the global demand for them in that year.  

d) Import of foodgrains:  Before independence, foodgrain condition 

in the country had worsened due to drought in the country in several regions. This 

plight turned even worse after the World War II. India imported foodgrains in huge 

quantities after independence. 

e) New Directions in Trade:  For a long period of time, India's major 

trade links were with Great Britain.   Since the past decade or so, trade ties have been 

forged with USA, Russia, European Union, members of the Common Wealth and Japan.  

f) Trade Routes:  Even after partition, most of the trade was carried 
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out through the sea route.  Ports of Calcutta, Madras and Bombay were the major 

centres of foreign trade.  Due to congestion on these ports, the ports of 

Vishakhapatnam, Cochin and Kandla were developed. 

  Although there has been a huge rise in world trade, India's share in this 

has not been satisfactory up until recently. 

g) Bilateral trade agreements:   After independence, India entered into bilateral 

agreements with several countries. These, however, did not prove to be beneficial to the country 

in improving the negative trade balance.  As a result of these agreements, India was forced to 

purchase some non-basic goods.  
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