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SIRVEY ON EXPORTS AND FUTIRE EXPORT PLANS
OF. LARGE INDIAN COMPANIES : ]1970-75
By
G R Kulkarni
and

Charan D. Wachva

A missing dimension in the Government of India‘s export promotion

folicies has been the integration of macro-level and micro-level planning

for export developmente. Such an exercise should occupy a high priority
in the formulation of a national export development policy to maximize

the gains from exporting to the country over time.

Future growth in exports will come largely through non-traditional
items. Progressively, these will include manufactured goods produced by
knoﬁledge—based skill-intensive industries. It may be hypothesised that
for such an export effort the country will have to depend more upon the
contribution of the larger manufacturing. commmnies, both in the private
and public sectors. These companics have experience in using modern
technology. They are more likely to secure economies of scale of operation .
as well as economies of scale of technology. They possess superior financial
and managerial resources. They can take risks which smaller companies
cannot afford and they can penetrate in international markets with
greater ease of survival during the initial years of seeking foothold in
tﬁese markets. Many of these large companies also have the experience of
deaiing with the foreign sounterparts from whom they buy eithex
technology or equipment. This giv~s.them a certain experience and knowhow
of operating in the international markets for knowledge-intensive goods

and services.

¥We are thankful to Mr Devi Singh and Mr K S Raman for their help in the
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Exporf development policy at the national level for the coming years

will have to take into account thc capability of the larger manufacturing

\I

companics to goneréte exports and ways and mecans to activate them towards
incorporating cxport development plans on a large scale as a part of their
individual corporate development strategics. Efforts shbuld ba ﬁadc in the
future to undérstand the corporate development plans at firm lovel and to
influence these plans so ﬁhat a long term commitment is built in towards
dEveloping exports, and provision is made for the intensive markcting and
other inputs that would be nceded for vroducing thc desired results. Future
cxport policy should bc based on an integration of the export development
plans of the larger Indian manufacturing enterprises which are formulated
within the broad framework of the objecctives and prioriti.s of the national

oxport policy.

- We conducted a survey on exports and future export plans of large
Indign companics during 1970-75 with the following objectives in mind:
i) to understand the oxtcnt of commitment on the part of large Indian
manufacturing companies to exportslover the period 1970-75; ii) to judge
the quality of “his commitment as an integral part of corporate strategics
and iii) to look at the indicators, if any, of future plans for export
development which these companies may have incorporated in their own
plans for future growth. This opportunity was also used to ascertéin from
these companies thoir feelings on the strong and weak points in government
policy towards exports and the gxtont to which the various policy mcasures were
helping or hurting their attempts at securing a long term foothold for'
themselves in world markets. This paper presents the main findings of this

Survey.
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A questionnaire was prepared seeking information from the,
companics in three parts. The first part sought detalls on the
company's export pcrformance in the context of its overall performance
during 1970-71 to 1974-75; the second on their future cxport plans;
and the third, thecir views on the impact of various government
policics on export performance and the plans for oxports and suggestions
for improvemcnt.- Only the minimum césential information of a nonsangitive

nature was asked for in this questionnaire.

As a next step, the set of large Indian companies was identified.
This included th; 101 giant public limited companics in the private
sector and the 100 mini giants in the privatce scctor, as listed by the

Economic Times in its study published in March 19751. Also included

in the survey were 21 large public scctor entorprisess similarly

rankcd in the same i1ssue of the Bconomic Times. The Questionnaire was

mailed to these 222 large companies during tho poriod December 1975

to January 1976.

Ihe Response

Out of the 222 companics to which the questionnairc was mailed,
33 companics (or 24 per cent) sent in formal rcplies. 19 out of these
55 compani:s reported that they had not cxportaed their products for
roasons such as ¢ (i) ;roduct not oxportable (c.g. electricity companiecs,
shipping companies, ctc.); (ii) no oxports duc to government restrictions
on export of their products (e.g. fertilisers, spocial steels, nyloh,
paper, petrochemicals etc.); iii) unable to disclosc information

in the public interest {as statoed by onec of the public scctor entorprises).



4
There is enough evidence to -show that a number of organizations which
did not rcspond to tho questionnaire have done sa for the reasons (1)
to (iii) stated above. It is well known that import substitution has
relatively been the major strategy for ;ﬁdustrialization adopted by
tﬁe larger Indian manufacturing cofpanics rathor than export promotion.
However, it is also clcar that in course of time thesc very compani.s

will have to bear the major burden in building exports.

The licst of 36 companies which fillo2d in and roturned the qyestionnairés

is given in Exhibit 1.

Profilc of responding companies

The 36 responding companies represent a wide spectrum of India‘s export
effort in recent years.

a) Type of Exporters : 35 out of 36 rcsponding companics are manufacturer~

exporters, while one is purely a merchant exporter. 17 out of the 3
companies in the former catcgory are registered export houses. The
merchant exporter company is not registered as an export house. 10
‘out of these 17 companies also opcrate like merchant exporter exporting.
products nct manufactured in their own plants, but procurcd from
outside. 8 companics, even though not registered as export houses,
export their products through related merchant export houses saot up

by their group of companies. Therc are two public scctor manufacturing
enterprises among the 36 responding exporting companies, the other

34 being in the prieéto sector.

b) Types of Indusfries ¢ The responding companices represent exports of

many industry groups, comprising both traditional and non-traditjonal
items. The following 12 broad categorics of industriocs can be
identified from among the 36 replies:

I. Tea (Brooke Bond India Ltd., Macneill & Magor Ltd. and Shaw
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II. Jute Goods {Macneill & Magor Ltd.)

&II.:Tobaccb (National Tobacco Company of India Ltd.)

IV. Cotton Textiles (Khatau Makanji Spinning and Weaving Company Ltd.,
Mad§ra toats Ltd., Mafatlal Industrics Ltd., and ilahendra Mills Ltd.)

V. Engineering Goods {Bharat Heavy Electricals Ltd., Heavy Engineering
Corpogation Ltd., Hindustan*%rown Boveri Ltd., Indian Aluminium
Company Ltd., Kamani.Engincering Gorporation Ltd., Lakshmi Machine
Works Ltd., Larsen and Toubro Ltd., Lucas-TVS Ltd., Metal Box Company
of India Ltd., Macneill & iMagor Ltd., Shri Ambica Mills Ltd., Siemens
India Ltd., Tata Iron and Steel Company Ltd., Union Carbide Ltd-.,
and Voltas Ltd.)

VI. Chemical goods (Amar Dyc Chem Ltd., Atic Industries Ltd; Atul Products
Ltd., Colour-Chem Ltd; Mafatlal Industries Ltd.,; Shaw Wallacc and
Company Ltd., and Tata Chemicals Ltd.)

VII. Pharmaceutiéal products (Alchmbic Chemical Works Ltd. and Glaxo
Laboratories India Ltd.)

7QIII;Paper anc Paper products (Ballarpur Industrics Ltq.)

IX. Rubber products (Ccat Tyres of India Ltd.; Dunlop Ltd;)

X. Cement (Saurashtra Ceﬁent and Chemical Industrics Ltd.)

XI. Marine products (Brooke Bond India Lta; Union Carbide Ltd.)

XII. Processed foods (Zrooke Bond India Ltd; Glaxo Laboratories
India Ltd.)

As part of the export hduse activitics for exporting nc =company
products, the exports »f these 36 respondents als» include leather
products, handicrafts, sports gnods, plywood products, plastics and
linoleum and rcadymade garmonts.

¢) Product Characteristics : The main products exported by the responding

companies include a large varicty 1. terms of technological sophistication,
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labour-intensive Vs. capital-intensive usc of factors of production,
branded Vs. non-branded products, and high valuc-added Vs. low valde—
added items in torms of foroign exchange earnincgs. We may catalogue
the main products by the industry-classification used aboves This is
shown in Exhibit II. Turnkey projoct cxports ar: also represented in the
prod;ct lists of two of these companies. Kamani Engineering, h&s reported
construction for turnkcy projects involving ercction of transmission line
towers and clectric substation structures. Voltas has also stated that

they have participated in turnkey projects in rccent ycars.

d) Export markcts by countrics: The rosponding companics export to about
90 countrics among all the continents of the world (Sec Exhibit 111).

These include both developed as well as develcping ccuntries. These also
include countrics of the Sovieot bloc. Even though cach manufacturing

company oxports its specialised products only to a fow countrics of the
world, the sum tptal of the countrizs to which all the companics export

shows an apparaontly high diversification in terms of the number of markcts
scrveds This is not to asscrt that the geographic composition of the

exports of all the 36 roesponding companics docs not show any degrcé of
concentration among a fow countrics of the world in terms of the distribution

of share of total exports of th. various markets scrved.

Export Porformance of the Responding Gompanies

In linc with the growth of exports in value torms at the national
1cvel.and at the indusf-y level; most of the responding companies have
recorded very high rates of growth of their cdports in the period 1970-71
to 1974-75. This also partl? refleocts the low base from which the exports
of most of the companies have grown. .In fact, a number.of responding
companics have entcred the export field only very recently or started

expancing export sales only during the last two ycars of s0..




Even though the ageounting ycars of various responding companies differ,
most companics have supplicd data regarding their export performance for the

last five years on a consistent basis é;fiﬁing the year in their own way.

At the unit level, fluctuation-in_thc year—-to-ycar ratc of growth of
exports is cl;érly visible in most companics and points out to : he problems
of achioving a stouady rate of growth in exports in the dynamic world of
trade. Howévcr, when the annual rates of growth of oxports are averaged‘out
over a period »f about 5 ycars for which most companies have reported the
data, 29 out of the 36 companies arc scen to have recorded an average
a;nual rate of growth of their exports above the 10 per cent levelz. Table
1 provides data on the year-to~ycar growth of exports and the simple

average rate of growth of exports for all thc yea=s for these 29 companhiecs.

Product Diversification by the Exporting Unitg

The responding companics have made efforts for the diversification of
products exported. This is true not onl? for the trading companies or the
export houses, but also for the manufacturcr-exportars among the responding
companiess Some of these manufacturcr-exporting companies have shown substantial
di&ersification in terms of new products exported. There has also been a
change in the relative mix of products exported by a number of r:sponding
companies to suit the changing needs of the ﬁarkcx‘ place and the direétions
suggested by the changes in the government policies (such as switching
to higher value added items). The changing profile of the commodity
composition of some of the responding companics during the period under

study may be seen from Table 2.

A few comments may be made on thc exportsof the companies which have
shown significant changes in their commodity ¢omposition. Thus, in the

exports of the Bharat Heavy Electricals, the relative importance of boilers

has been reduced over the ycars in favour of clectricity generation
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equipment. Brooke Bond has shown substantial diversification from mainly
a tea-exporting company to a company which now exports- apart from tea -
coffee, spices, marine products, frozen meats and finished leather. Burmah
Shell Refin ries in its export hous activities has shown increasing
concentration towards exports of chemicals and allied products. Whereaa-
the main stay of exports of the Delhi Cloth & General Mills Ltd..is still
towels and towelling, the impogtance of exports of piece goods can be
se=n to have been increasing at the margin. Dunlop has increasingly been
stepping up thé share of exports of non-company producfs‘in its total exports
in recent ycars. In the case of Hindustan Brown Boveri, there has been a
big decline in the proportion of exports of electric furnaces to total exports.
aid a definite increase in the importance of the exports of Power Line
Carrier equipment. As earlier pointed out, Kamani Engineering has entered
the new arcas of project exportse. Macneill & Magor has experienced a relative:
importance of engineering goods. 1Inthe gagsc of the Chemicals Division of
Mafatlal Industrics, we notice the growing importance of exports of dyes
cdmpared to intermediates. Maheondra Mills has of late started giving more
attention to thc exports of cloth rather than traditional export of yarn.
Mctal Box Company has been in reconit years increasing the exports of machinery
for packaging products. National Tobacco has been tsaditionally oxporting
unmanufactured tobacco but has recently étartcd exporting cigarcttes. With
the decision of the Government of‘India to allow more liboeral export of
cement through its canali;ing agency (the State Trading Corporation of
India Ltd.), the exports of cement by Saurashtra Ccment and Chemical
Works Ltd. have increased in recent years and the exports of clinker have
stopped after 1970-71 whereas the exports of uncrushed marine salt are
stagnant. In the case of Shaw Wallace and Company which has recorded
a 493.72 per cent average annual'rate of growth of exports, greater.

promirence is now evident for exports of tea, 0ssein and other chemicals
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in recent years. Shri Ambica Mills has recorded a substantially grcater
increase in the exports of steel pipes and tubes than those of cotton
textiles. . In the case of Tata Chemicals, the exports of soda ash héve
acquired th. status of the most impcrtant product cexported and its exports
have grown at a very fast rate. The proportion of exports of steel
matcrials by Tata Iron and Stcel Company to its total exports went down
from 100% to 27.45% over the y.ars, with the balancc of 72.55% being accounted
for by a diversified range of new products not exp;rted earlier. Union
Carbide has diversified its exports by adding exports of marine products

in recent years. Voltas has cntered the field of turnkey projects.

Diversification in Markets served

Even though no direct information was asked either on the markets
to which products were exported each year during the period under consideration,
or on the listing of markets on an annual basis to which the company's
products were exported, there is enough indirect evidence from the data
provided by the responding compani.:s in terms of new products exported to
justify the conclusion that the companics adding new products to their
exports surely have made efforts to diversify their oxport markeis. It
is most likely that a number of responding companics would have found
new markets especially in the developing countries of the world for their
existing product lines as weil. The consolidated list of countries to
which the responding companies are exporting their products given in
Exhibit III providcs some reason to believe that the companies are most
likely to have succceded in diversifying into more markets than those to
which they were exporting at the commencement of the perio& under

iconsideration.
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Expoxks in Relation to IAota;; Sales

The<*higb“ rate of growth of'exports in value Ferms achicved by a
number of rcsponding companies as rovealed from Table 1 must be put in
tﬁe proper serspéctive by relating oxports to the totil sales of the
company.

We must remember in this connection that there arc accounting
problems in strictly comparing the valuc of exports and the value of total
sales of .each company and greatcr problems in comparing relative performanqe
of exports to sales across companies for various rcasons. Two of thcge
reasons deserve mention here. First and the fundamental reason for the
problems of comparability lies in thc divergence between tﬁe f.0eb prices
(or loosely speaking "intcrnational" prices) which are conventionally
the basis for recording cxports by most companies and the domestic prices -
at ex-factory cost. Tho degree of the divergence between the “international
prices and d-m-stic prices can be quite large for various products. Furthgrmore,
some firms record exports as the total of realisations from exports on f.0.b
Bésis-plus the amount of monctary incentive§ received from the government
for exporting selected non-traditional products. The "intornational price"
fetched by the sale of even a somewhat physically comparable "produét"
varies from company to company. .Furthermore, the total sales also include
export sales even though the basis of their valuation differs. Despite
theée difficulties, it is well knewn that the international prices of
most non-traditional products exportod from India are Qell below their
domestic prices Thus, a comparison of the ratio of exports to sales
err time from the data provided by the responding companies is in general
likely to understatc the true éxport performance of most Indian companivs
in - relation to their sales. Sccondly, the accounting years of companics

differ widely which makes comparisons across companics a little more

difficult.
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Pespite these problems of comparability, the ratio of exports to
saleg does provide a useful way of judging the degree of the export-
orientation of a company over time. We have computed the ratio of exports
to total s.les in porcentage terms for the data suppiied by the companics
responding to our questiqnnaire. it must be made clear here that exports
are still relatively a small proportion of total sales (usually les§ than
5 per cent) of most of the Indian companics for a typical year during the
period undor consideration. This, in fact, includes a number of companics
which exvort such products »n which there is an industry wide export
obligation. Howcver, é numboxr of compénies have now experienced a rising

proportion of exports to sales in tho last one or two ycars. This may

partly be due to reccessionmary conditions at home in these yearse.

We have also attempted to examine on»a somewhat liberal basis the
consistency of the performance of thc companics which have shown an incrcasing
degrece of export-oricntation in relation to total sales in recent years.
We have applied four alt .rnative criteria to classify a company as having
shown greater "export orientation" at the margin during the years under
study. e have classificd a company as having shown increasing degree of
export-orientation provicded the ratio of~its cexports tou total sales has
behaved in any one of the following four ways ¢ i) such a ratio on an
average over thc ycars for which data has been reported to us exceeds 5
per cent; ii) such a ratio is higher than 4.5 per cent for any 3 out of
the 4 years for which we have the data; iii) this ratio has consecutively
been higher than 4.5 per cent for the latost two years; and iv) such a
‘ratio'has exceeded 7.5 per coﬁt in the lat:-st ycar for which we have the

data.
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On. the basis of this exercise, wé an@éidentified 20 companies (out of.
36 responding companics) whieh have become more export-oricnted over time.

The ratios of the oxports to sales of thesc 20 companices over the period

under study are presented in Table 3. This table is celf-explanatbry.

We concludc on the basis of-this study that incroasing oricntation towards
exports has indeed been visible for a majority of rosponding companies during
the puriod under study cven though exports Have not become a very sizeablec
proportion of sales of most of these companies. This_can be explained due
to the fact that domestic markofing i1 still much moro lucrative than

markcting abroad for most of the companics.

Foreign Collaboration and Implications

‘The‘signifidant rolc of for:ign collaboration for the transfer 6f
know-how used by the r2sponding comoanics exporting manufactured non-
tracitisnal products b-comcs ~bvious. 19 out of the 35 respondents (or a
little over 50 per cont) who arce manufacturcr-exporters have (or have
had) some sort of forecign collaboration. 12 companies have reported that
the foreign collaborating company also holds equity in their company while
in othci casesy the collaboration is mainly basad on the sale of tochnology
or franchise for using a brand namc on the basis of payment of fees or
commission. 6 companies (including public and privete scctor cohpanies)
have admitted that their foreign cnllaboration agreemaents restrict the scope

of their exports wholly or partially.

The Role of Foreign Officcs in Exports of Companicsg

8 companics hava been maintaining own offices abroad for facilitating
their activitics rolating to internaticnal business. One out of these 8
companies has rccantly closed its only forcign office. 4 companies have
stated that they use the office of their parent compzonies abroad>for facilitating
transactions relating to their intcrnational business. Most responding companies

usg agents as thei; distribution channel in their foreign sales.



We had asked the companies in our questionnaire to list the policies of the
Government of India which have been helpful inpromoting their exportss The:
following list of such policics has merged by c onsolic ting the answers
from the responding companiess 7
1. . Cash assistance for seclccted prcducts (including croction activities abroad)s
2, Duty drawback nn the imported inputs and contrsl coxcise for gnods exported.
3. Replenishment licenses and their transferability within certain limitss
4. Facilities for advance liccenc :s for export contracts;

Se Availability of raw matorials,>solected indigenous materials as well
as imported mat.rials, components and spares at intornational prices;
6. Availability of export cr.dit at chcaper rates from banks for both
pre-shipm:nt and post-shipmont requirements credits
7. Facilities for covering risks due to fluctuations in exchange rates;
8. Allotment of foreign exchange for business trips to explore forecign
markotss
9. Bilatcral Trade agrecments with othur countrics, espocially countries
of the Soviet blocs
10. Special »enefits to export houscs like greator freudom in the transfer
of replenishmont lic.nees, assistancce from the Market Development
Fund and blanket forcign oxchange permit for busincss tours abroadg
11. Tax incentivas for export mark~t development; and
12, Liberalisation of oxpansion of licenscod manufacturing capacities for
export-orient 2d industr1053A
It is worth noting that nonc of the responding companizs has explicitly
listed some othor important oxpert promotion pnlici~s of the Governmont of India
like priority in transporting oxport consignments by th. railways and the
availability of spocial facilitieé for fully cexport-orientod units at Kaﬁdla
and Santa Cr: Zlectronics Export Processing Zone. This is porhaps duc

to t he fact that most of the responding companies would not have enjoyed -
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much benefits out of these other schemes for export promotion.

Export Planning_for the Futurc by the Responding Companies

We had asked the compani:s to provide brief dotails about their
future plans for cxportse. This was askod as an open-ended questione.
The analysis of replicss of the 36 responding companics on this question

provides an intoresting picturc.

While 22 companics indicated that they were planning to export a
substantial quantity of their procducts in the near future, they were less
clcar on how they were going to plan their cxport marketing efferts. Thus,
none of the responding companics mentioncd that it was planning to go in for
new products mginly oricnted towards cxport markets. And only 14 out of
these 22 comMgts cxplicitly mentioned that they would be attempting to
identify ncw markets for their products. The awarcness for wanting to do
morc of project cxports in futurc (comparced to the regular product exports)
was explicitly demonstrated by about 6 companies. Among the 19 responding
companics who arc not registored cxport houses by themsolves, only one
explicitly indicated that it would want to bccome a registered export house
-in the near futurc. Only onc resprding comnany indi:ated that it was
planning to launch an advatiscment campaign abroad for boosting its exports.
And only onc responding compay indicated that it was planning to sot up
an officc abroad for promoting exports. Again only onc responding company
explicitly stated that it was planning to sct up procuction facilities

abroad.

The respeonses which we received from the questionnaires seem to indicate
that thoere is growing awarencss among s.me of these large companies of new
opportunitics for export business which they can exploit. There is very

littlc in the nature of comprchensive planning being undertaken by these
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companics on systematic basis on this front. “It is possible that the
companies may not héve chnsen t» disclose their future export plans for
obvinus reasons. And‘the ample of opinio&g collected by us on the
question ma” well be a biased samplo. In any case, we have raached this
conclusi~n only on the }asis of a vory fow obscrvations. However, to
the oxt-nt ﬁe can rely on the pronouncemenﬁs of tho companies responding
to our questionnaire, the fact of virtual non-existence or failure of

planning export devclopment at the unit levcl must be recorded herc.

Government Policics and Firm level planning for Exports

It is possiblce that the larger firms which undertake some sort of
corporate planning for thoir activities find it difficult to plan for export
development along the same lines because of external factors, particularly
government policics. Keeping this in mind we had asked these com)ahies in
our quostionnaire to list thosc policies (and procecurces) which are hurting
the process of planning and promoting their export busincsscse Undcrstandabl?,
most of the companies have responded to this questicn and their responsce has
becen quite vocal and dotailed. The responses can be classified in the

following m-1ner:

a) Comnlications of Prngadurss and Consequent Dolays

It is not worth doing oxport busincss because regulations / procedurcs
to be compll:d with arc too time consuming / cumberscme / discriminatory.
VIllustrativo of this viow point are thoe following observations:

i) The proccdures for claiming cxport incentives are rigid and complicated;
also therc arc inordinate delays in gotting export incentives from the

various governmental agenédicss

[d
e
S

exchange contr -1 policies and procedures of the Reserve Bank of India

are rigid and sumewhat harshj
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iii) The licensing and excﬁange control authorities discriminate in their
allocatinsns of foreigﬁ exchangce to exports to rupee payment arca
countries; therc are dealys »Hr blocking of pormission to export tn
RéAucountries ctes .

iv) The scttl ment of claims by government-owned corprrations such as
the Export Cradit and Guarantee Corporation arc delayed; '

v) There is a lack of grace in administering incentives; too much paper
work is invalvéd in filling up of too many forms and documents 5 and

vi) Exportors often exporience difficulties-in undexrtaking foreign travel.

bj ~ “Non-profitability" of Exports

i) Drawback ratoas for cgrtain products arc inadcquate;

ii) Exhorbitant priccs arc charged, particularly by public sector
undecrtakings for cortain esscential inputs roquired for the
products tn be exported;

prevail
Stringent crnditions/relating to the period and incrcased costs

[
[
e
Nt

of eoxport crodit.

c) Restrictions on. Exports

i) Expost duty is being lovied a1 certain products with oxport poﬁcntials

ii) high tariffs and rigid quotas imposed by foreign governments nn selectad
products highly rostrict their coxports; and

iii) Export of curtain products is suddenly banncd »n domestic considerati-hg

“~

d) Greater Uncertainty jin Planning for Exports
Therc are more uncertaintics in planning for export than in planning
for demestic business, for example, du. to s
i), sudden and frequent chaﬁgcs in the policy rclating t» export incentives;
ii) lack o% a long tcrm export policy spelling out differont parameters from

the point of view oficorporate managome
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e) Time and Rigk Elements of Exporting:

———

The lecad time for contracting cxport business involving complex
products is usually fairly long. Thore is no assured government backing
which enc arages the responding ¢ mpanics to take.cizlculated risks over

this extended poriod.

f) Communication Gap
Governm.ont aéehcies de not understand the corporate view point and do
not help corporations in nced - for cxample,
i) whan thure are problems in ghipning through the government-owned
Shipping Corprratis  of Incdia. The least helpful attitude of
this company to the problems faccd by the exporters is well known

to the exporting communitys

[¥H
e
~-

enforcing compulsory export obligation policies of the government”
incustrywise for selecteﬁ prccducts and on the larger companies, by
name, at tho time of granting expansinn / diversificati~n licences
without a r-alistic asscessment of the cxporting capabilitics of the units

concernced;

[
e
[N
~

inflexible policy of the government towards the exapnsien plans of the
larg. and forcign-cominated companies for expanding production capacity
to meot incrzaased domestic as well as foreign demand;
iv) improper classificatisn of commoditics in the various documents
of the governm nt rclating to different types of export incentives;
v) lack of appreciation by the governm-nt for tho special problems of
exporters participating in international tondersg and
vi) lack of clarity in objcctives in granting incentives for export
promotion, osp;cialli‘ifading ts noglect of the consideration of
comparative net foroign exchange carnings from tho products assisted

in export promotion.
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Prioritics for reformulating the Governm.nt Policics for aiding Corporatg
Export Planning:

Finally, the questionnaire sought views on the priorities which companies
would like to suggest for reformulating Government Policices so as to help
better planning of the exports of the companics in the future. The respcnses
received from tho companics can be classified as follows:

a) Profitability of Exportes

i) 1Incentive rates should be revised so as to make exports more profitable

| by onsuring adequatce subsidics to cqualisce realisation from cxports

and roalisation from the domoestic marke'

ii) All oxports should be reclassified as non-traditional and export
incgntivos should alsoc beo granted t» the traditional oxports s» as to
increasc th+ir volume ancd valucy

i1i)The availability ~¢ all raw matcrials and other inputs should be
ensurcd at international prices to all exporterss

iv) Proferential trcatment should be aceorded in import duty payment
for imports of capital goods meant for oxport oriented products;

v) Export cutics should be abolisheds

vi) The scheme for concessinnal freight on export consignments handlod
by railways should bc rointx-ducer

vii)Credit facilitics for exporters should be liberalised furthor;

viii)Incroa gg in shipping froicht should bo ncutralised for export
transactions by grant of subsidies.

ix) Flexibility should be provided in the export cbligation pclicy,
so that a company has the froedem ts meet the obligation in value
turms by cxporting any-of the products thet it manufactures;

x) Incentive and disincentives should be devised to ensure that selected
exportors are made only through a ¢onsortia approac (e.g. industrial

production projectsd
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Minimjzation of Uncertainty Regarding Government Policieg

A "long-term" policy should be formulated; on incentiv.s the

rates of inccntives for cxports shgg}d not bc changed suddenly
and frequently (the rates should hold good for 3 to 5 yoars);

A long term policy should be ovolved rolating to export products
which are ox are likely tz be in short supply in the domestic
markct Total ban should n-t be imposed on the exprrts »f
such nroducts when thoy bec me scarce in the domestic marke
Zxporters should be allowed tn conclude contracts within well
dofined limits which would be valid for two or three years.

Simplification of Procedurcs and Improvement in Administratjon

All decuments and procedurcs for claiming export assistance should

be simplified drastically;

.Prompt disburscement of incintives including drawbacks, should be

onsured so that oxporters' funds are not blocked for a long times
The working of customs departmoent at ports should be improved
from the point of vicw of prompt clearance >f cargo to cnable
the oxporters to moet delivery schedules;
Closer coordinatisn and undcrstanding of mutual viow points
should be onsursd bitween thoe Comerce and Finance Ministries
in torms »f tho attitudes with which an oxport oencnuragament
policy is vicwad by th2sc ministrics;

established
A clnser liaison should be foetwoen individual exporting units

ancd their rospective cxport d>romntinsn councils.

Provision of Additi-nal Supporting Facilitics

foreign exchange reogulations should be liberalised. Permissible

foreign exchang: for foreign trips should be increascd.
third party commission cxceoding 10 per cont should be allowed

whenevex casopntizle fram the . markotinog v
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i1i) Facilitics should be. provided by the Government to oxporters
to cdisplay goods abroad on a permancnt*ba;is and similarly

to store goods abroad t¢ mect the demant! for sclected gonds
on th. badk of con-tho-shelf availab{iity;

iv) Liberalise‘industrial licensing curbs an the oxpansion of capacity
of large firms, wh.rever nccessary tn allow thom to produce more
to meet the needs of both the dcmistic ang cxport markotss;

v) Provisicn of adequate crodit facilitics to export--oriented

\ companies for modarnising their production units;

vi) The setting up of an exclusive policy to finance all tho ncads of
exporters, particularly the ncods for financing experts requiring
credit for duratiocns exceceding two vearss

to

vii}) Ensurc acdequate step / introduce more shipping services to new
markots and provide merc storage space at port towns fur export
consignments;

viii) More investmints should bo made in cxport markot rosearch. Thexe
shculd be a systoumatic market information feedback to the exporters
ospecially on prices and quality of similar products of cempotiters.
Goverament 's market rescarch agencies should provide realistic
-assessment  and or~jecticns of India's oxport potential commoditywise
and mavketwise. These agoncies should als» make zealistig
vstimates of the imports requircd for fulfilling the export potontial
demand so that govorﬁmont can arrange Tor such imports;

ix) Governmcnt should strongthen institutional arrangoments on a prominent
basis to furthcor trade rclations with othor countrics anc nzgotiating
removal or rcductiog of tariff and non~tariff barri . to trade.

x) Governm:nt should furghor cngourage pr Jject exports, especially on

the besis of turnkey projects. There is a need for a review of
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the cash assistance scheme for such project exvorts to make it
morc appropriate to the nceds of the exporters. Restrictions on third
country exports should be liftod to cnable exporters of such projects
to offer cempetitive bids; and
xi) Commercial attach:s in Indian cmbassics in foreign countries should be
rceruited from the exporting community so thqt they understand the nceds
of the cxporters and providc batter services tc the Indian exporters ddring
their foreign trips.

e¢) Critcria for Providing Inccntives
\

The policy for giving incentives to selected export products should
be reoricnted on tho basis 5f net foreign oxchange carning ; and special
attention should be given to devising schemes which promote exports of only

indigenous productse.

A look at the above suggestions for rostructuring government policies
towards exnorts again reveals that the companies have not properly approciated
the rotionale behind s me of these policies'nor reckoned with the effective
resource oor straint of the government for subsidising exportse A number of
these suggostinns appear to be in the nature of "lobbying" by the companies for
extracting as many concessioans and subsidics from the government as possibles
Most of thesc suggestions have been rapeated by the supporting companies at
various other forums. There is no indication of how the exporting community
can help itself in the planning and develoom. nt of oxports angd thus aid the
natisnal endeavour. Even the burden »f carrying out proper market rescarch
scoms to have been fully transferred to the 'government's Therc are, as expectod,
a numbcr of contradictions in the naturc of somz of the suggestions listed
above. For examplc, therc is no agrecmont on the type of gnods whose export -

needs to be subsidized. Similarly, thorce seems tc be no agrecment on how the
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rates of incentives should-be fixed.® Furtheéfmore, there scems to be
very little realisation that the export sector nced not got all the
attoention and priority in the development piéns of a country like
India whorce éxports arc a very small proportion of natinnal income and
whore the goal of sheial justice has to be given primacy along with
growth in all cconumic activitiss in the country.. However, the companies
have provided a number of new and uscful suggesticons which deserve further
examination from the ﬁoint nf vicew of pational interest {(rather than
sactional intercst) and carly action. The chicf ones among them relate
to the restructuring of policy of cxport incentiveé using the new criterion
of net foreign oxchange carnings and ovolving a long torm export policy
eonsidering all the linkages between export and the domestic activities
the strcamlining of administration ~f oxport incentives and the improvement
of certain other supporting scrvices like banking, insurance, shipping and

market information systom.

Bome of the desirable clements in the evolution of a long-term national
export policy havo been examincd by in YFuture of India's
Exports s Need for Bvolving a National Export Strategy", Forcign Trade
Review, Yole':® 5 January - Maxch 1977.

Charan De
‘Wadhva
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CONCLUSIONS

This surveyVWa5>undertaken for undcrstanding the export experience and
export planning efforts of the large Indian companics in view of the
hypothas 3 that future oxport gr wvth would depend e¢ubstantially on
contributions from th: largur companics in the manufacturing sector. The
broad conclusinns of this survey arc suamarisced below:
1) It appcars that tho group of companizs studied have an ad hog approach
to exportss vhether it is products, markets or diversifications that are
under consideration.
2) Except onc public sector company, BHEL, which reported that it has
planiis to export its products and sorvices so as to achieve a target
cquivalont of 25% of the company's total production by 1980 (1974=75
exports being Rse 3.36 croros out of a total production of Tse 318 croras),
and two multinationals and »nz Incdian Company in the private scctor,
therc was no indication nf a plan as such for cexports or foreign busingcss.
3) The enncern of the resp nding companies with regard tn Government policics
and suggestinns for improvem nt is still with operational matters, with
littl . or no thoughts on tho corporate strategy towards exports »r
internati-nalisatinn of busincss.
4) There is no indicatinn of how the companics thomselves can help in the
planning and development of eoxports. Some respondents have cven transfer;ed
the task of carrying out market rescarch to the Govornment.
5) Respondents scam to be wnsure whether they cught to venture into
intcrnatibnal«mérkots as a logical sequel to thelir own respective stages
of dovelopmenfz{g; the merits of the opportu;ity that axists for doing
busincss overscas. Export is viewcd as a product shipment operation and
not in the wider ﬁcrspective of troating it as a step in internaticnalising

1s$0288.: .

~

ome ! s




These and other findings of this survey should be of value in formulating
future oxport dévelopment plicies at the national level; These should also
help the managomoents of the larger enterprisces themsclves to appraisc their
role and responsibility in generating foreign exchange earnings and detormine

whether any changes in strat.ogy are called for in their plans for the future.

Beforce concluding, we must point out scme of the limitations of this
Survey and the arcas in which further work necceds to be done. The 201
comnanics addressed in the private scetor and the 21 companies addressed &y in
the »nublic scctor account for morc than 60% of tho investmont in the
corporatc manufacturing scctor. The response, from 34 private secto:r and

. | -
2 public sector companics, cannot be consideres adequate. In particular,
some important c-mpanics with successful export performance records co
not figure in this list of 36. Howover, in view of the wide range of
-the types of industrics, productsy; merk.ts, and the porformance record
of thesc companics, it may be roascnable to presume that their experience
is indicative of the generic nroblom in the arca ~f corvorate comnitmont

to export develooment.

The conclusions of this Survey wiuld nood to be tested further
a) by refer .ncc fo a wider sp.ctrum of policy makers; and b) in the context
of further pulicy changes intrnZucad aftor January 1976. Therobjectiva
would continue tc be to find a way of getting major manufacturing orcanizations
in Indio intercsted in incorporating long torm export development plans into

thoir corporcate developmont »lans.

We concluds this paper by advocating the case for drawing up a select
list of high potuntial exporters of sclected knowlodge-basad skill--intonsive
and high valus-added manufacturad products. This list can include
the major and mini giants in the rublic and privjtc scetorss It gan be

extanded to ensure tt top ton to twonty companiés which actually cxport
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.the selcected products are included. Spociak-cmphasis will have to be put

on the planning fof export development by State Trading Organizations too,
These selccted units can form the basis of_?lkadind'units for planning the
development of cxports of selected productse dequate steps have to be
taken to secur. the long torm comnitment of such units for the growth of
exports of such nrocuctss The Government should constantly interact with
these "leading™ units provideé guidance to them ih formulating thoir future
export plans and ensurc adequate support through governmental and none-
governmzhtal agencios t> enable thom t)y successfully implement these plans.
Such an appr-ach, we believe, would h.lp to naximize thegains from phnned

development of exports.
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IST OF ORGANISATIONS WHO FILLED-IN THE QUESTIONNAIRE

EXHIBIT ) ~26-

Alembic Chemical Works Cc. Ltd

Amar Lye Chems Ltd.

Atic Industries Ltd.

Atul Products Ltd.

Ballarpur Industries Ltd.

Bharat Hecavy Elcctricals Ltde

Bombay Burmah Trading Company Ltd.

Brooke Bond of India Ltd.

Burmah-Shell Rcefineries Ltd.

Ceat Tyres of India Ltde.

Coiour—Chem Ltd.

Delhi Cloth & General Mills Co. Ltd. (Textiles Divn.)
Dunlop Ltd. _

Glaxo Laboratorics India Ltd.

Hecavy Engincering Corxporation Ltd.

Hindustan Brown Boverl Ltd.

Indian Aluminium Company Ltd.

Kamani Enginecring Corporation Ltd.

Khatau Makanji Spinning and Weaving Co. Ltd.
Lakshmi Machine Works Ltd. '

Larsen & Toubro Ltd.

Lucas- TIVS Ltd.

Macneill & IMagor Lod.

Madura Coats Ltd.

Mafatlal Industrics Ltd. (Chemicals & Toxtile Divisions)
Mahendra Mills Ltd.

Mcetal Bex Company of India Ltd.

National Tobacco Company of India Ltde
Saurashtra Cement and Chemical Industries Ltd.
Siemens India Ltd..

Shaw Wallace and Co. Ltd.

Shri /mbica Mills Ltd. *

Tata Chemicals‘Lti.

Tata Iron and Steel Company Ltd.

Union Carbide Ltd.



EXHIBIT 2 -

MAJOR PRODUGTS EXPORTED BY THE, RESPONDING COMPANIES :.

I Tea
II Jut and Jute goods
I1I Tobacco and Beverages : Unmanufactured tobacco, cigarettes,

liquor

IV Cotton Textiles : Cotton textile goods blended yarn,
polyacster / cotton & cotton made-up articles, industrial
textile cloth, cotton yarn, sewing threa<, cotton blended

toxtiles, piecc goods,

V  Engincering Goocdls

VI Chemical and allied
Goods

Pharmaccuticals

IIITIPaper

=’

IX Rubber products

X Cémgnt
XI Maring Prcructs
XII Processed foods

(r adymade garments)

Steel matorials, other matorials (chrome ore,
bottom plate). Transmission line towors,
e T , (also sub-=statinn structure%fpmste
insulators, accessorics, Tinplate containerssy
aluminium tube, caps & closures, machinery,
Electrical motors, switchgear, switchgear boards,
transformers, cecbles / wires, X-ray, batterics,
M S Tubes/pipes, castings, automobilc ,
cquipment, chemical engineering equipment
arocisinn diamond tools, valves, electric
furnaces, C.I.machine ped. plates, motors
and ¢ :ntrols, boilers and components,
capacitors, heat cxchangers, office cquipment
(like clectrostatic copier, drawing office
equipment, airconditioners, agricultural
machinery and equipment, sprayecrs, pcetrol pumps,
garage equipm nt, weldng electrodesy drilling
and drilling cquipmont, sugar diffuscrs,
st 'ragc tank, moulding machines, pumps, rnll
charts, cmilite units, omergency light units,
dairy cquipm.nt, coment machinery, batterie:
and r.latod matorials, flashlight and components.

~

Soda ash, Sodium bicarbonate, copper oxychloride,
benzene hexach:i ley vacuum salt, bromides,

zinc chlcreide, synthetic organic dyestuffs,
pigment powders, synthetic resin binders,
rcactive dyes, disperse dyes, intermediates,
fortilizers and posticides, lahoratery chemicals,
crudc and ground harytes, barytes powder, gum ..
rcsin, gelatine and relatod products,  os&8EH; &
and China clay powcor.

Pharmaceuticals an! antibiotics, drugs, drug
intermediates

Paper and oxecrcisc books
Automobile tyroes, tubes and flaps, Automotive

¢Vers, cycle covers and tubes, bicycle rims
an! industrial rubbor products.

XIIIMisccllanpous Trad:d Procucts
1 gpicess %}\handicrafts; ili roscwond ;v sports goods zv finished leather

vi glastice?n

costumes vii garments

alumini



EXHIBIT 3 28~

QQUNI&L£§ TO WHICH THE RISPONDING COMPANIES ARE EXPR TING

1. Abu “habi ; 2. /den; 3. Afge-istani 4. /lgeria: 5. frgentinaj

6. Australia; 7. Austria; 8. Bahrcing 9. Banglacdosh; 10. Belgiumg

11. Bhutans 12. Brazils 13. Bulgaria: 14. Burma; 15. Canadas

16. Cy rus; 17. Czcchoslovaekias 18. Denmarks 19. Dohas 20. Dominion
Rejublic 3 21. Dubais 22. El Sulvador; 23. Bhiniiaj 24. France;

25. Fiji: 26. Georman Democratic Re) ublics 27. Greeeci 28. Guyanas

29. Heng Kong: 30. Hendurass 31. Hungary; 32. Indonesia; 33. Iran;

34. Iraq; 35. Ircland (South); 36. Italy; 37. Jamaica; 38. Japan;

39. Jordan; 40. Kcnyas 41. Kuwait; 42. Lebanon; 43. Libeorias 44. leya,

45. Malaysia; 46. Malai; 47. Maltas 48. Mauritius; 49. Modagaskar;

50. Moxin~ - 51. Muscat; 52. Nerali; 53. Netherlands / Holland; 54. Newzealand;
55. -Nicaregua 56. Nigerias 57. Norway; 58. Oman (Sultanate of)

59. Philif, inces; 60. Poland; 61. Qatar; 62. Romanias 63. Rwanda

64. Saudi Arabia; 65. Singa: ore; 66. 3ierre Leone; 67. 3ri Lanka;

68. Spain; 69.Sucan; 70. Swaziland; 71. Sweden; 72. 3Switzerland; 73. Syrias
74. Tanzania; 75. Thailand; 76. Trinidads 77. Turkey; 78. Ugandaj; ’

79. United srab Rejublic; 80. UK; 81. US.\; 82. USSR; 83. Vietnam (SOuth)
84. Ycst Germany; 85. meen Airab Reublic; 86. Yemen (Peoiles Ropublic

of Southcrn Yemen)s; 87. Yemen (Nbrth), 88. Yugnslavia and 89. Zambia.



TABLE 1 =29

Companies who have Recorded Higher Than 10% annual average rate of

growth of their exports during the

period 1970=71 to 1974=-75

Per cent annual growth 6f Average Annaul

O ) .
rganization exports over previous year Growth of exports

from 1970-71 to

1974-T75
1971=72 1972-73 1973-74 1974=-75
1, Alembic Chemical
Works Co. Ltd 61 .52 -46.70 236.34 83.7.
2, Amar Dye Chem 72,00  68.15  23.09  94.26 61.99
3. Atic Industries 85,71 =7.69  36.67 = 1.22 28.37
4. Atul Products 6.25 101.9 32.04 38.24 44.62
5 Ballas;;ur Industries
Ltd., -85.22 12.29 321,76 -89.97 39.72
6. Bharat Heavy
Electricals Ltd. 3N.27 51.02 127.10 6.47 53.97
7. Bombay Burmah Trading
Company Ltd. 14.63 16.67 13,00 12.79 14.27
8. Brooke Bond of India
Ltd. 30.43 30.26 29.11 8,11 24 .48
9. Ceat Ty-res 140.48 25.25 -23.32 0.51 38.23
10. Delhi (Qoth & General
Mills Ltd. 27-57 13083 33.16 —1 8044 14-03
11. Dunlop -3.88 2.42 66.97 112.84 44 .84
12, Glaxo Laboratories 7.01 21 .31 40.54 69.23 - 34.52
13, Hindustan Brown
| © Boveri Ltd. -28.95 577.76 212.12 253.¢
14, Indian Aluminium
Company Limi ted -76.76 -56.03 376.31  66.9 77 .61

15. Khatau Makanji Spg. ‘
¢ & WVg- CO. Ltdl 59.11 10-45 228004 _37077 64-96




——a

-2 - Table 1 contd. =30~
Orgenization Per cent annual growth of Average Anﬁgekw'
exports over previous year (Growth of ggports
197 -T2 1972-75 197374 19u4-75 iron [0 to
' 1974-75
16. Lakshmi M achine Works
Ltd. -21.97 19.00  480.68 179,52 164.31
17. Larsem & Toubro Ltd -49.09 377.83 109.27 - 0.09 109.48
18. Lucas TVS ~56.06 73.86 70.60 126.92 53.83
19, Madura Coats - 5.84 18.46  =23.34 124,06 28.34"
20. Mafstlel Industries .
Ltd. 30.74  68.37 85.80 ~10.34 43,64
21 . Mahendra Mills 52.51 28,18 -54.63 192.48 54.67
22. Metal Box of India Ltd. 24.07 =10.45 18.33  63.38 23.83 .
23. Saurashtra Cement and
Chemi cal Industries )
Ltd. -46.15  14.29 25.00 1700.00 423.29,
24 . Siemens India 67.92 1.68 50,83 105.86 56.5%;
25. Shaw Vallace &. Co. ~67.00 1762.24 -8.45  227.80 493,72
26. Shri Ambice lills 38.95 9.06 22.48 9.9 32.6%
27. Tata Chemicals Ltd. 189.39 ~17.82 3402.3 60.09 901.00.
28, Union Carbide 28.44 10.74 38.79 162.07 £0.01
29. Voltas Ltd 55.56 30,95 160,00  52.45 74 .74

Note: See general note tc table 1 to 3

Iy

Source : Computed from filled-in questionnaires

the end of table 3
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TABLE 3

-36=

RATIO OF EXPORTS TO SALES OF SELECTED COMPANIES

{Per cent)

Company 1970-71 A971=72 1972-73 1973-74 1974-75
1. fwar Dye Chem Ltd. 3,22 6.30 8.89 9.30 12.57
2. Atic Industries 1.56 6.02 4,10 4.84 3.93
3. Atul Products Ltd. 3.52 3.56 5,03 6e13 6423
4. Bombay Burmah Trading Corpn. )

Ltd. 23.23  28.60  19.6 21,71 16.64
5,:Brooke Bond of India Ltd. 13.00  16.55  20.42 24,13 22,00
6. Ceat Tyres of India Ltd. 4.85 6.4 6.6 6.0 . 4416
7. Colour-Chem Litd. 44,32 2:24 T.66 7.93 12.07
8. Delhi Cloth &Gcneral Mills . A

Ltde - 6.81 8.07 10.26 10.78 8.57 .
9, Hindustan Brown Boveri Ltd. 2.09 1.17 6.16 8,90 -
10. Kameni Fngg. Corm. Ltd. 65.07  49.30 51 465 57.49  49.68 .

b~ Lakshni’ Hachine Works Ltd. 5.69 3.66 4,25 13,80 29.38
2+ Magneil & Meoor Lta. 99.18  76.5%

13, Madura Coals Ltd. 22.85 14,81  16.80: 13.51 . =0

14. Mafatlal Tndustries Ltd. - :

(Chemicals & textile Divn.) 3.48 4.4 4.85 9.38  7.33
15. National Tobacco Co. of T

India Ltd. 8.18 9.36 10.59 10.83 9.53
16. Saurashtra Cement & Chemical S

Works Ltd. 2.40 1,24 1.36 0.97 S 64
17. Siemens India Ltd. 2,98  4.09  3.92 4.7 7.24
18. St-w Wallace & Co. Ltd. 1,47 0.36 4.90 3.38 8.88
19, She{ Ambica }ills Ltd. 10,29  11.87  11.94 10,53  14.59
20. ":ta Chemicals 0.15 0.37 0.16 446" 4.95 ¢

A

Note : See General note to table 1 to 3 on the next page
Source ¢ Computed from the filled-in questionnaire
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Note to Tables 1 to 3 =

For Alembic Chemical Vorks, data for exports (and also sales) is

for Calendar years 1971, 1972, 1973, 1974 and 1975 respectively;

for Amar Nye Chem, the data is f.r calender years 1970 to 1974

for exports as well as sales (domestic sales only); for Bombay

Burmah Trading Corporation, sales for 1972-73% are for 16 months;
- Ceat Tyres have reported Sales on calender year basis for 1970

to 1975; Dunlops figures for exports?PSr calender years from 1971 to

1975 whereas figures for sales are for calender years 1970 to 1974;

Kamani Engineering Corporation has provided all data for financial years
1969-70 to 1973=74 respectively; L & T has provided data on sales on

calender year basis from 1970 to 1974 in that order; . MYacneill &

Magor have provided all data only for three calender  .rs 1973, 1974 and
1975 in that order; for Mafatlal Industries (Textiles division), all data“
is for 1970, 1971, 1972-73 (15 months), 1973-74 and 1974-75 in that’
arder;- National Tobacco's data for sales as well as exports is for
‘¢calender years 1970 to 1975 in that order and Union Carbide has provided
all data on calender year basis. Data on exports as well as sales

for compenies not specified in this note is on financial year basis

'as per company practices).



