International Journal of Research in Social Sciences

Vol. 9 Issue 9, September 2019,

ISSN: 2249-2496 Impact Factor: 7.081

Journal Homepage: http://www.ijmra.us, Email: editorijmie@gmail.com

Double-Blind Peer Reviewed Refereed Open Access International Journal - Included in the International Serial
Directories Indexed & Listed at: Ulrich's Periodicals Directory ©, U.S.A., Open J-Gage as well as in Cabell’s
Directories of Publishing Opportunities, U.S.A

Way Forward For Indian Agricultural Exports: Trends, Scope and

Concerns

Manu Tyagi

ABSTRACT

Agriculture, around the globe, is one of the most vital sectors of all the economic boroughs. Providing
employment to approximately 60% of Indian population and 10% of urban ones on one hand while having a
share in GDP of 15% makes this sector most important of all.

Agrarian distress coupled with rising fragmentation of land and low growth rate requires multifaceted schemes
and policies. Multi pronged strategy for agricultural development comprises of not just increasing its growth
rate but also enhancing its share in international trade.

This paper basically assesses the growth, changing patterns of agricultural produce and hence its effects on
Indian competitiveness in international markets. Due to far reaching effects of agricultural exports viz, foreign
exchange earnings and rise in farm incomes etc, this study tries to evaluate rise in agricultural exports over
time. Study shows that competitive advantage of Indian agricultural goods has been rising in case of many
crops while the composition too has been changing. Moreover, this paper also shows the major causes of
concerns for exports in coming times.
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> Introduction

India, having approximately 52% of its land as arable stands among the highest agricultural
commodities producing nations (by volume).agriculture and the related occupations, e.g. textiles
account for 50% of India’s labour force. Thus, agriculture sector plays an important role in Indian
economics, polity and society.

Agriculture in India is witnessing a shift from traditional farming to more business and export
oriented one which includes horticulture, poultry, etc. Thus, with overall rise in living standards
globally, “farm to fork” culture shift can be seen.

With the advent of World Trade Organisation (WTO), international trade specifically, agricultural one
has changed rapidly. The economic reforms and the ratification of Agreement on agriculture (AOA)
with WTO had major impacts and redefined agricultural trade on the international platform.
Agricultural export, other than having socio political effects, does affect Indian economy in a great
way, being one of the few sectors with a trade surplus.
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Hence on the basis of prevailing reality, comparative advantage of a country or region facilitates
economic integration in world trade. Consequently, a country should form its policies on the basis of
comparative advantage.

Within the domain of international trade, the proliferation of regionalization is getting intensified.
Therefore, in the recent past, India has been attempting international trade through regional
agreement, which includes Regional Trade agreement (RTA) with ASEAN, phytosanitary certification
with Taiwan, Canada, and Chile etc.

» MATERIAL AND METHODS

David Ricardo in his classical theory of comparative advantage (1815) seeks to explain how and why countries
gain by trading. Ricardo stated a theorem that, other things being equal, a country tends to specialise in and
export those commaodities in the production of which it has the maximum comparative cost advantage.

The given study has focussed and hence analysed the export performance of a large no of commodity
groups based on their contribution to total agricultural export. Except for studying the compositional change,
the study inspects the changes in comparative advantage of India. The major crop groups considered are
cereals, spices, fruits and nuts, cotton etc.

The study uses data from various published sources. The data on export of selected commodities were taken
from export import bank maintained by ministry of commerce and a few from APEDA website. The data on
agricultural exports of other countries were extracted from trade Yearbook of Food and Agricultural
Organisation (FAOSTAT).

Though there exists a number of measured to analyse the competitiveness and hence comparative advantage
of agricultural exports, one of the crude method id to compare the producer price in major exporting
countries, expressed in common currency. However these figures may not express competitiveness fully due
to the presence of large extent of costs on account of transportation. This issue has been resolved by the
concept of competitiveness given by Revealed Comparative Advantage (RCA) (Balassa 1965), based on the
concept of comparative advantage given by David Ricardo. The basic idea on which RCA is based is a country’s
specialization in exports of a commodity with reference to some group of countries or the global trade. The
index is based on the fact that countries specialise and export those commodities which they can produce at a
lower relative cost. The lower cost of production is basically due to difference in physical and capital
endowments. The estimate of RCA was computed by the following formula:

RCAu':_(XuMml
(Xi)/ (Xw)

Where RCA;; = Revealed comparative advantage of iy, country’s j;, commodity, x;= exports of j commodity by
it, country, X;= total merchandise exports of i, commodity, X,;= world export of j;, commodity, X,,= total world
merchandise exports.

A movement of the index towards the higher side indicates an improvement in the relative advantage and

vice versa.
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> Results
TABLE: 1
ITEM 2000 2011 GROWTH
AGRICULTURAL 4.9 22 16.2
EXPOPRT
MERCHANDISE EXPORT 38.7 231.3 19.0

(SOURCE: secondary data)

As on 2011, India’s agricultural exports have reached US $ 22 billion through an annual growth rate of
16.2% since 2000(table 1). All the values of the table are based on triennial averages. Agricultural exports
constitute less than 10% of total merchandise exports from India and a decline trend too has been
observed in recent times, specifically in post WTO period. The annual growth of agriculture and allied
exports has been less than the growth of merchandise one. But, on the contrary, a rise in share of exports
to agricultural GDP has also been witnessed, which rose from 7.1% in 2000 to 14% in 2011. This indicates
the growing integration of Indian agriculture with world economy.

The reason might have been the changing composition due to rising diversification of Indian agriculture.

During the periods under consideration, exports have been more than imports, both at levels and in terms of
growth rates. As a result of it, India's share in world agricultural trade has been rising.
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Table 2 tries to show the picture of India’s exports globally. There has been absolute growth in value of India’s
agricultural exports and hence India’s average share in world agriculture exports has risen to a level of 1.7-8 %
from meagre 1% in 1995. The largest jump in share worldwide was seen by India in 2011 with a growth rate of
24%. This increase in share has enabled India to fall among the leading exporters and also signifies that the
agreement in agriculture has proved beneficial to India in capturing global market share.

» trends in agricultural export of selected commodities
Table 3 shows the average percentage share of selected agricultural commodities in India’s total exports.
The average percentage share in exports of tea, coffee, oil meals, and marine products have reduced from
2.12,0.88,0.72,1.46,2.48,3.48% to 0.63,0.54,0.65,0.63,0.61,0.76 % respectively. And the average
percentage share of rice, wheat, spices, fruits, vegetables have increased from 1.64, 0.1, 0.74,0.64% to
2.03,0.2,1.21,1.86% respectively. This implies that WTO and hence AOA has had negative impact on tea
coffee, cashew etc while impacted positively rice, wheat, spices, fruits, vegetables. The graph also shows a
declining trend in agricultural exports of India to total exports from India. Thus, despite the fact that
exports have increased absolutely, we find that its share has declined. This might have been possible due
to the rise in exports of non agriculture sector in a larger way.
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> India’s agricultural exports and competitiveness

The export competitiveness analyzed by comparing the producer prices of various countries and by
estimating the RCA. The analysis of producer price indicated that even after liberalisation, India
continues to be low cost producer.

The RCA is influenced by individual country’s internal as well as external policies. The trend has been
shown in table 4. It indicated that in2011; India had comparative advantage in case of cashew,
coconut, coffee, mango, maize, ginger, onion pepper, rice, sugar and tea. Compared to 2011, India’s
comparative advantage improved in case of cotton, maize, mangoes, grapes, banana onion, and
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potato. While on the contrary, weakening of RCA has been seen in case of coffee, ginger, sugar,
wheat, tea, rice. While gains in RCA were noted in case of fruits and vegetables, erosion of

comparative advantage is noted in plantation crops.
Crop Year Crop Year

2001 2011 2001 2011
Cashew nuts 76.51 18.85 Onions 10.37 11.52
Coconuts 0.62 793 Oranges 0.50 0.10
Coftee 364 1.44 Papayas 433 1.44
Cotton 0.24 13.43 Pepper 14.30 494
Eggs 1.89 091 Potatoes 0.26 048
Bananas 0.12 0.19 Rice 14.09 924
Maize 0.14 1.85 Sugar 285 2.50
Mangoes 6.56 12.71 Tea 20.38 7.81
Ginger 6.78 3.48 Rubber 0.09 0.19
Grapes 0.88 0.99 Wheat 1.24 0.06

Source: Computed by the authors using data from FAOSTAT.

> prospects and way forward

One notable feature is that the Asian countries are emerging as a major competitor for Indian
exports, notable in plantation crops. For example, in terms of producer prices, Sri Lanka is a
competitor in case of tea; Thailand in case of sugarcane; mylasia, Sri Lanka, and Thailand in case
of natural rubber and Vietnam in case of black pepper. This is on account of stagnation in
productivity of crops. Another contributing factor might be lack of private capital formation.

Agri exports had declined to $33.87 billion in 2016-17 from $42.23 billion in 2013-14. Though the
authorities believe that export and import of agricultural products depend on various factors
such as availability, international and domestic demand and supply situation and quality
concerns, agri experts believe that the agricultural policy is responsible for the decline.

INDIA EXPORTS OF AGRICULTURAL PRODUCTS
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» results and conclusions

The present study has analysed the trend in agri exports from India and hence the future
prospects of boosting it. The study done via secondary data sources imply that there has been a
significant improvement in export of agricultural commodities, but with this, commodity
composition too has taken place. This does have far reaching implications on farm incomes, and
thus diversification. Commodities like guar gum, cotton, spices etc have seen a significant rise in
exports; while on the contrary, fish and marine products, fruits and nuts etc have declined.
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Comparative advantage has improved in a number of commodities, like maize and vegetables
etc. But the issue of concern is the case of plantation based commodities like spices where India
is losing its comparative edge, mainly to Asian countries.
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