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Abstract:

This study examines the trend pattern of India’s Exports, Imports and Total Trade during the before
and after New Economic Policy for this using time series data from 1971 to 2013. Further, the study
also analysed the effect of New Economic Policy on India’s Exports, Imports and Total Trade using
paired sample ‘¢’ test. The result revealed that India’s Export, Imports and Total Trade was increased
consistently before and after new economic policy but after new economic policy it was increased
more before new economic policy. The result also suggests that the growth rate of imports was more
than the growth rate of export. The result of paired sample “t” test suggests that there was positive
effect of new economic policy on India’s Exports, Imports and Total Trade. It means after the new
economic policy India’s Exports, Imports and Total Trade had increased significantly.
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1. Introduction

After the independence (1947 to 1991) Government of India was following a mixed economy
combining the features of capitalism and socialism. This resulted in the interventions by the Gowt., i.e.
encouraging the exports and controlling or substituting the imports. But Foreign Trade is very crucial
for a country’s economic development as it has made an increasingly significant contribution to
economic growth and substantially to the economic welfare of the people. The foreign trade of a
country consists of inward and outward movement of goods and services, which results into outflow
and inflow of foreign exchange from one country to another country. No country in the world
possesses the adequate facilities for economical production of all the goods and services that are
consumed by its people. This implies that no country is self-sufficient in the sense that no country can
produce all the goods that it needs. Hence, the need to trade with each other arises. Economies of scale
and international specialisation which is also the fruits of scientific and technological progress in the
world would become more easily accessible through foreign trade. Developing countries like India
need more goods to feed a rapidly growing population. Exports can be a leading sector in growth. It
clearly implies that increased earnings from higher marketability of a country's commaodities in the
international market would stimulate the indigenous industrial activity within the country. This in turn
brings many distinct benefits, viz., greater utilisation of resources, larger employment opportunities,
more foreign exchange, etc. It was thus considered that foreign trade would make an impressive
contribution to a country's development; hence it is considered not simply a device for achieving
productive efficiency; but also an engine of growth. International trade has now become a vital part of
development strategy and it can be an effective instrument of economic growth, employment
generation and poverty alleviation in an economy.

India adopted liberal and free market oriented policy and liberalized its economy to international arena
in 1991. With the Liberalization, Privatization and Globalization of the Indian economy and the
government policies on exports and imports also changed. Many of the foreign countries which were
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members of the trading blocks like SAARC, WTO entered into for doing in the international trade and
made many, trade agreements with its neighbours. Indian economy has changed along with the
changes in polices of the government. The government policies like the EXIM policy of the
government put some products earlier in the restricted trade list now came into the open general list
and more over the number of products in the restricted list has now brought down to somewhere
around two hundred and placed in the open general list. With the liberalization in the licensing policy
many of the Indian firms entered into business with individual or with joint ventures to do export and
imports business. Many of the foreign countries which were members of the trading blocks like
SAARC, WTO entered into India to do export and imports business. In this regard an attempt is made
to find out the impact of India’s International trade during this period.

2. Objective of the Study
1. To estimate trend and pattern of Export, Import and Total Trade before new economic policy.
2. To estimate trend and pattern of Export, Import and Total Trade after new economic policy.
3. To know the effect of new economic policy on Export, Import and Total Trade in India.

3. Hypothesis
Ho;: There is no significant effect of new economic policy on Export.
Ho,: There is no significant effect of new economic policy on Import
Hogs: There is no significant effect of new economic policy on Total Trade.

4. Data source and Methodology

Basic methodology adopted in this study will be trend analysis and descriptive statistics. The study
applies paired sample‘t’ test for impact of new economic policy on Export, Import and Total Trade. In
this study annual data is used from 1970-71 to 2012-13. The all data have been collected from HAND
BOOK OF INDIA (RBI).

5. Trend of India’s Exports, Imports and total Trade
5.1 Trend of India’s Exports
Graph 1: Trend of India’s Exports before New Economic Policy
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Table 1: Trend of India’s Exiorts before New Economic Polici (Rs in crore)
1971 1535.3 1981 6710.7
1972 1608.2 1982 7805.9
1973 1971.5 1983 8803.4
1974 2523.4 1984 9770.7
1975 3328.8 1985 11743.7
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It can be seen from above table and graph before the new economic policy India’s exports has
increased considerably. From 1535.3 rupees crore in 1971, exports rose to 6710.7 rupees crore in 1981
and further to 27658.4 rupees crore in 1990. Average exports in 1970’s have to 3769.86 rupees crore
and in 1980’s it was 13174.5 rupees crore.

Graph 2: Trend of India’s Exports after New Economic Policy
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From the above table and graph after the new economic policy India’s exports has increased
significantly. From 32557.6 rupees crore in 1991, exports rose to 203571 rupees crore in 2001 and
further to 1635261 rupees crore in 2013. Average exports in 1990’s have to 93729.87 rupees crore and
in after 2000 it was 688018.9 rupees crore.
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5.2 Trend of India’s Import

Graph 3: Trend of India’s Import before New Economic Policy
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Table 3: Trend of India’s Imports before New Economic Policy (Rs in Crore)

It can be concluded from the above table and graph before the new economic policy India’s imports
has increased substantially. From 1634.2 rupees crore in 1971, imports rose to 12549.2 rupees crore in
1981 and further to 35328.4 rupees crore in 1990. Average imports in 1970’s have to 4511.23 rupees
crore and in 1980°s it was 19897.6 rupees crore.

Graph 4: Trend of India’s Import after New Economic Policy
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Table 3: Trend of India’s Imports after New Economic Policy (Rs in Crore)

From the above table and graph after the new economic policy India’s imports has increased
considerably. From 43192.9 rupees crore in 1991, exports rose to 230872.8 rupees crore in 2001 and
further to 2673113 rupees crore in 2013. Average imports in 1990°s have to 112683.2 rupees crore and
in after 2000 it was 1045185 rupees crore.

5.3 Trend of India’s total Trade

Graph 5: Trend of India’s Total Trade before New Economic Policy

Total Trade

70000
60000 /
50000 /
40000 //
30000

20000 e
10000

1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990

Table 5: Trend of India’s Total Trade before New Economic Policy
(Rs in Crore)
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It can be seen from the above table and graph before the new economic policy India’s total trade has
increased extensively. From 3169.5 rupees crore in 1971, total trade rose to 19259.9 rupees crore in
1981 and further to 62986.8 rupees crore in 1990. Average total trade in 1970’s have to 4511.23
rupees crore and in 1980’s it was 33072.06 rupees crore.

From the below table and graph after the new economic policy India’s total trade has increased
considerately. From 75750.5 rupees crore in 1991, exports rose to 434443.8 rupees crore in 2001 and
further to 4308374 rupees crore in 2013. Average total trade in 1990’s have to 206413.1 rupees crore
and in after 2000 it was 1733204 rupees crore.

Graph 6: Trend of India’s Total Trade after New Economic Policy
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Table 6: Trend of India’s Total Trade after New Economic Policy
(Rs in Crore)
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6. Empirical Results
6.1 Descriptive Statistics of Exports, Imports and total Trade
Table 7: Descriptive Statistics for Exports, Imports and Total Trade

1971-80 3769.86 48.53 4511.23 54.70 4511.23 54.70
1981-90 13174.5 48.98 19897.6 36.02 | 33072.06 | 41.08
1991-00 93729.87 | 46.47 | 112683.2 | 51.98 | 206413.1 | 49.34
2001-13 688018.9 | 69.20 1045185 | 77.03 | 1733204 | 73.89
OVER ALL | 233743.89 347868 581611.8

Table 7 expresses the descriptive statistics for India’s exports, imports and total trade for the sub
period and overall period of time. From the above table we can say that India’s exports, imports and
total trade have increased significantly during the overall period of time. The result revealed that
imports are increased more than exports, therefore India’s trade deficit has increased significantly
overall period of time. Co-efficient of variation expresses the fluctuation in data. Exports, imports and
total trade fluctuate more in period 2001-13. From the result we conclude that Import series is more
fluctuating than exports series.

6.1 Descriptive Statistics of Exports Growth Rate, Imports Growth Rate and Total Trade Growth
Rate

Table 8: Descriptive Statistics for Exports Growth Rate, Imports Growth Rate and Total Trade
Growth Rate

1971-80 17.67 61.17 22.67 94.66 20.01 69.63

1981-90 18.73 76.27 22.37 100.37 19.85 77.60

1991-00 19.47 47.96 20.08 43.58 19.70 35.52

2001-13 20.03 52.04 22.02 58.31 21.14 51.95
OVER ALL 18.52 20.01 19.16

Table 7 expresses the descriptive statistics for India’s exports growth rate, imports growth rate and
total trade growth rate for the sub period and overall period of time. From the above table exports
growth rate was mild increase, imports growth rate was constant and growth rate of total trade was
slight increased. Growth rate of exports, imports and total trade was more volatile in sub period 1981-
1990. Growth rate of exports, imports and total trade was less volatile in sub period 1991-2000. Result
revealed that imports growth is more volatile than exports growth rate.

6.3 Paired Samples ‘¢’ test for Exports

When the attempt was made to measure the impact of India’s foreign trade making a comparison
between the before new economic policy exports — imports trade with the after new economic policy
imports and exports by using a statistical tool like paired ‘t’ test the result shows that.

Ho;: There is no significant effect of new economic policy on Export.
Hi: There is significant effect of new economic policy on Export.

Table 9: Paired Samples ‘T’ test for export before and after new economic policy

Before new economic policy 8472.160 20 | 6677.7479 | 1493.1898
After new economic policy 282204.035 20 | 259200.7994 | 57959.0607
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-273731.875 252767.2330 56520.4715
The probability value is less than 0.05 and hence the null hypothesis “There is no significant effect of
new economic policy on Export” is rejected leading to the conclusion that the exports after new
economic policy has been significantly higher than the before new economic policy. Thus new
economic policy on Export is effective in significantly increasing the export of the India.

6.4 Paired Samples ‘1’ test for imports
Ho,: There is no significant effect of new economic policy on Export.

H,: There is significant effect of new economic policy on Export.

The probability value is less than 0.05 and hence the null hypothesis “There is no significant effect of
new economic policy on Imports” is rejected leading to the conclusion that the imports after new
economic policy has been significantly higher than the before new economic policy. Thus new
economic policy on imports is effective in significantly increasing the imports of the India.

Table 10: Paired Samples ‘T’ test for imports before and after new economic policy

Before new economic policy 12204.415 | 20 9461.5009 2115.6559
After new economic policy 400584.050 | 20 | 425904.6342 95235.1714

-388379.635 | 416929.8506 | 93228.3488 | -4.166 19 .001

6.5 Paired Samples ‘1’ test for total Trade
Hos: There is no significant effect of new economic policy on Total Trade.
Hs: There is significant effect of new economic policy on Total Trade.
Tablel1: Paired Samples ‘T’ test for total trade before and after new economic policy

Before new economic policy | 20676.575 16055.4344 3590.1043
After new economic polic 682788.085 | 20 | 684489.9127 | 153056.5975

-662111.510 | 669021.8028 | 149597.8229 | -4.426 | 19 .000

The probability value is less than 0.05 and hence the null hypothesis “There is no significant effect of
new economic policy on Total Trade” is rejected leading to the conclusion that the Total Trade after
new economic policy has been significantly higher than the before new economic policy. Thus new
economic policy on Total Trade is effective in significantly increasing the Total Trade of the India.

7. Conclusion

This study investigates the effect of New Economic Policy on Exports, Imports and Total Trade for
India using time series data from 1971 to 2013. Further, the study also analysed the trends and patterns
of India’s Exports, Imports and Total Trade. The result revealed that the India’s Export, Imports and
Total Trade increased consistency before and after new economic policy but after new economic
policy it was increased more than before new economic policy. The result also suggests that the
growth rate of imports was more than the growth rate of export. The result of paired sample “t” test
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suggests that there was a positive effect of new economic policy on India’s Exports, Imports and Total
Trade. It means after the new economic policy India’s Exports, Imports and Total Trade had been
increased significantly.
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