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Preface

External trade statistics, as a}e generally available, have limited use in
examining many a theoretical and policy assumption as they do not take note
of the exporters and importers, the real actors. Due to the trading house
activity and the extensive diversification, company level data too can be less
revealing with regard to the role of different types of trading parties. In this
respect the Customs House data which relates the enterprise with the products
imported and exported provides an effective alternative. Very few attempts, if
any, have been made, especially by non-official agencies, to tap this vast
reservoir of data to understand the country’s external trade. Apart from the
massive size of the data which run into millions of data records (as it includes
every transaction conducted through the ports, with some exceptions), lack of
appropriate computing facilities, extensive additional information required on
the trading parties to make the analysis meaningful and above all
confidentiality sought to be maintained by the authorities have been probably
responsible for this situation.

Way back in 1990-91, the Institute took the initiative and mobilised
support from official sources to get the Customs House data captured in Daily
Trade Returns (DTR). The Institute analysed the DTR data in the context of the
serious foreign exchange crisis faced by the country and submitted a Report to
the Ministry of Finance. The study made a number of policy relevant
observations and offered suggestions for improving the database. Having
noticed the shoddy manner in which the data, especially about the trading
parties, was being entered in the DTRs, it was suggested that an Importer-
Exporter Code (IEC) should be made part of the DTRs so that the data could be
analysed quickly and accurately. The second was about having some minimum
details on the trading parties. It is heartening to see that these suggestions have
been incorporated into the data system, even if belatedly and partly.

The present project was proposed with a view to bring out the changes
at the trading party level during the ‘nineties, using both DTRs and Company
data, in the context of the drastic changes made in the country’s trade and
investment policy regime. The Institute had earlier obtained Daily Trade
Return (DTR) data on payment from various Customs Houses for the period
1988-89 to 1994-95. The project was taken up with the clear understanding that
the Planning Commission would facilitate obtaining of the more recent data as
also help fill the gaps free of charge. The Customs Houses, however, expressed
their inability to share the data in full DTR form and that too without charge as
also to supply data for the prior years. In view of this, the exercise had to be
restricted to the data already available with the Institute. It was, therefore,
unavoidable to limit the exercise both in terms of the period covered and the
lines of inquiry. To make the study contemporary, more emphasis was,
therefore, placed on the analysis of the trends and patterns in exports, imports

and net earnings in foreign currencies of more than 2,000 non-government
companies.



Given the massive amount of data and its poor state especially
with respect to the names of exporters and importers, the very focus of
the study, considerable time and efforts had been put in first to
standardise the data and then to,{identify the trading parties according to
their affiliation to Large Industrial Houses and Transnational
Corporations. The extensive information system and other research
infrastructure developed and maintained by the Institute with emphasis
on corporate sector in general and the individual company as the unit of
observation in particular, provided the necessary conditions for
undertaking a study of this magnitude.

The draft report contains preliminary results of the study. We do
realise the existence of a few gaps in the analysis and scope for testing a
number of hypotheses. Since the data is now in a more manageable
state, it should be possible to take up this task expeditiously. We plan to
revise the draft in the light of the responses it generates and the lines of
inquiry already identified by us and publish the same. It should be
underlined 'that by the very nature of the study, names of a few
industrial houses, companies and individuals had to be mentioned in the
study without which it would be difficult to fully comprehend the
various phenomena. It is neither the intention of the researchers or the
policy of the Institute to impute any motives to or adoption of
unjustifiable practices by any company or individual. A decision has,
however, to be taken with regard to this approach in the final version of
the report.

We wish to place on record our deep appreciation of the support
extended by Dr. S.P. Gupta, Member, Planning Commission; Dr. O.P.
Sharma, Economic Advisor; and Shri P.N. Nigam, Deputy Advisor,
Planning Commission for their constant encouragement and support.

L

New Delhi S.K. Goyal
November 15, 2002 Director
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Summary and Main Points

Part I : Analysis of Customs House Data

1. The study presents an account of India's imports and exports through
Mumbai Air and Sea ports during the seven years 1988-89 to 1994-95. The
primary source of data is the Daily Trade Returns (DTRs) compiled by
the Custom Houses. Basic units of the compilations are the 'importer’
and the 'exporter'. DTR data is uniquely suitable for understanding the
behaviour of individual importers and exporters.

2. Though there are a large number of exporters, only a few account for a
substantial portion of the exports. Existence of exporter-wise
concentration can be seen from that fact that in each of the years, about
3 per cent of the exporters, numbering less than one thousand, accounted
for two-thirds of the exports. (Table-1.9)

3. Top 100 Indian houses and foreign-controlled companies (FCCs) had a
share of a little more than one-fourth of the total exports in 1988-89 While
the share of top Indian houses in total exports share improved somewhat
during the latter years, the share of FCCs continued to decline. As a
result, the combined share of top houses and FCCs fell to less than 15 per
cent by 1994-95. (Table-1.12)

4. An examination of the export markets and their shares in individual
exporter’s exports revealed that larger exporters diversified more
compared to the smaller ones as in nearly two-thirds of the cases the
concentration index declined. Thus, while there was two-way
movement in the concentration indices, larger exporters tended to
either find new markets or their exports more evenly distributed
among the importing countries. Comparatively more of the top 50
house companies diversified their export markets. (Table-1.13)

5. The group of smallest exporters (measured in terms of their exports)
has the largest proportion of cases where there was no change in the
concentration index. Additionally, concentration increased in a
comparatively larger proportion of smaller exporters. Proportion of
such companies is the highest in case of non-large house, non-FCC
categories. Comparatively more Large House companies and FCCs
diversified their export markets. (Table-1.13)

6. Except in the highest bracket of companies exporting to 20 countries or
more, there has been an overall decline in the number of companies
exporting to 3 or more countries. This shows that it was only those
who were already well diversified might have diversified their export
markets further while the remaining tried to focus on fewer markets.
While at the aggregate level there were fewer companies which
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increased the number of countries they were exporting to, proportion
of such cases is the highest in case of the largest exporters. (Table-1.14)

Overall, in the new regime, the largest exporters seem to have
diversified their markets more as also sought to spread the exports
more evenly among the countries, the smaller ones in general seem to
have tried to focus on fewer markets. (Table-1.15)

In case of the largest 50 Indian Houses, the top product groups
remained the same during the pre- and post-liberalisation periods, there
were substantial changes in the inter se ranking of the product groups.
While textiles continued to be the topmost export earner, its share
declined substantially. Share of the Machinery Group also declined. On
the other hand, considerable gains have been made by the metals group.

(Table-1.16)

A distribution of the import consignments shows high degree of
skewness. Thus even if the consignments worth US$ 10,000 or less are
ignored which account for more than half of the total number of
consignments, one would be covering over 90 per cent of the value of
imports. This has significance from the point of monitoring import trade.

(Table-1.18)

Unlike the distribution pattern of exports, small-sized consignments held
a relatively smaller share in the overall imports. The pattern of exports is
noticeably different when compared to the pattern of imports.

The number of Indian public sector organisations engaged in imports
was quite small but their share in imports value was substantial. In
1988-89 their share in imports was a little above 30 per cent. Over the
years, however, share of the sector declined and towards the end fell to
almost half of the initial value. Correspondingly, the private sector’s
share increased and reached about 84 per cent by the end of the period.

(Table-1.21)"

During 1988-89, the top 2,000 importers with at least US$0.25 million or
more of imports each accounted for 83 per cent of the Indian imports
by the private sector through the two major Custom Houses. In
subsequent years though the numbers varied, their share continued to
be high and ranged between 82 and 86 per cent. (Table-1.22)

Within the non-government importers, Indian importers have a
substantial and growing share. On the whole, all the three sub-categories
of non-government Indian importers increased their shares. That of
foreign controlled companies, however, increased in the initial years, but
declined towards the end. (Table-1.23)

Qne factor that seems to be responsible for the changes in relative shares
In imports of Indian companies and FCCs is that the national industrial
policy was liberalised making many private sector entrants to enter and
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expand in areas that were hitherto reserved for the public sector. A
second relevant factor is that the booming stock market enabled many
non-house entities and non-FCCs to take up large projects. This
happened especially in the metals industry requiring heavy investments.
Thus among the top 50 importers in 1993-94 and 1994-95, as many as 12
belonged to basic metal industries. ‘

While the problem of transfer pricing has been known for a long time,
India started developing a proper system to monitor transfer pricing
transactions only recently. In the context of growing investments by
Indian companies abroad and the increased role of FDI in the domestic
economy, the avenues for transfer pricing increased substantially.

It is pertinent to note that the share of parents and affiliates is the highest
for foreign-controlled companies as they procured at least one-third of
their total imports from such entities. In case of the Indian top houses
too, the share of their foreign subsidiaries and affiliates as also
technology suppliers was substantial at about 10 per cent. Interestingly,
supplies by trading companies formed a major portion (nearly one-
fourth) of imports of Indian large houses. (Table-1.26)

The importance of trading companies in imports can be seen from the
fact that out of the top 25 suppliers for the large house companies and
FCCs, the top five are trading companies. Out of the remaining 20

another 10 can be termed as trading companies.  Since trading
companies could be tools for masking related party transactions, their
role should be monitored closely. (Table-1.28)

International trade is known to be dominated by inter-branch
transactions and supplies being routed through close business associates.
The DTR data provides evidence to show the existence of a large area
where transfer pricing is in operation. (Table-1.27)

More direct and recent evidence confirms the extensive inter-branch
transactions by TNCs. For instance, Asea Brown Boveri Ltd reported
that it transacted, in addition to the holding company, with as many as
136 fellow subsidiaries during 2001. It does appear that the fellow
subsidiaries accounted for as much as 83 per cent of imports of raw
materials and components. Similarly, in case of Ingersoll Rand (I) Ltd
and Gillette India too transactions with such companies accounted for
bulk of their imports and exports.

Detailed product specification, model, brand name, and availability of
manufacturer's name in the DTR would go a long way in facilitating such
exercises. Unfortunately, products are reported in vague terms and.in
varying and unlikely units of measurements. For instance, Reliance
group is reported to have imported 'Machinery being capital goods'
which was of certain KGS in weight. These are not small consignments
but are valued at crores of rupees. Given the vague product description,
and the tendency on part of TNCs to exploit transfer pricing mechanism,
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it would be extremely difficult to detect abnormal pricing in such
transactions. (Table-1.29)

For corporates there are a number of avenues for taking advantage of
transfer pricing. Out of the total foreign exchange expended by a
company a large proportion is spent on import of materials, capital
goods, spare parts, etc. Leaving aside dividend payouts, payments for
technology, interest paid on loans received, interest charged on loans
advanced, issue of shares, etc. too can carry an element of transfer
pricing.

Together exports and imports accounted for about four-fifth’s of the
total transactions in foreign exchange in 2000-01 of the sample
companies. This indicates the important role Custom Houses can play
in detecting transfer pricing and ensuring that transactions are made at
arms-length prices thus ensuring on one hand no loss of revenue for
the exchequer and on the other no undue loss of foreign exchange for
the economy.

For detecting transfer pricing, the checking at customs houses should
be thorough. Customs Houses are better placed because these can
make immediate and direct comparisons with similar other
transactions. It would prove useful to have international market
intelligence and a good sample of large shipments, which could be used
to regularly enquire into transactions between closely associated
companies.

In curbing transfer pricing abuses this respect, the DTR could be an
indispensable means. The: heavy concentration observed both in
exports and imports in terms of the trading parties underlines the
relevance of focussing on the large companies to begin with for a
meaningful monitoring of the transfer pricing phenomenon.

Presently, at the Customs, the emphasis is on imports. While the
Commissioner of Customs can make a reference to the Special
Valuation Branch (SVB) regarding the valuation on account of special
relationship, even if the same is not disclosed by the importer, the
procedure appears to be essentially of a voluntary disclosure nature.
Further, with the emphasis being on collection of customs duties, the
possibility of over-invoicing of imports could attract little attention. In
fact, the cases reported by the Chennai SVB contain cases of additional
loading to the invoice value and not any subtraction from it.

The emphasis on imports could be due to their implications for
collection of customs duties. In case of exports, the maximum the
Customs authorities might be concerned with are over-invoicing for its
implications for drawback payment and possibly for meeting export
obligations. On the other hand, there is considerable scope for undet-
invoicing in exports especially in case of TNCs' dealing with their
parents and affiliates. This aspect needs a careful consideration.



27.Given the trends in globalisation of Indian economy, many Indian
parties qualify to be termed as TNCs and many others would have
related parties in other countries. Being the first entry/final exit points
for goods it is important that. transfer pricing should be dealt with at
the level of customs which could make the task of the other agencies
involved lighter.

28. Introduction of Importer Exporter Code (IE Code) is a welcome
improvement. While a few other improvements have been made,
some useful information has also been taken away from the purview of
the Import DTR. The most significant fields that have been left out are
the duty levied and names of supplier and manufacturer. In the
interest of transparency, the scope of DTR should be expanded to
include names of the manufacturer/supplier in case of imports and
names of the final consignee in case of exports.

PART - II : Export Performance of Non-Government Companies

1. The study sought to examine the export-orientation, import-
intensity and the ability to earn foreign exchange by 2,147 non-
government non-financial public limited companies during 1995-96
to 2000-01. The sample companies accounted for nearly 42 per cent
of the paid-up capital of corresponding non-government companies.
Their share in national exports was about one-fourth and in imports
the share was from about 29 per cent in the first year which fell to 23
per cent by the-end of the period. (Table-11.1)

2. In a period of overall slow down in the growth of national exports,
the sample private sector companies comprising many large
companies could not reverse the trend in any significant manner.
In fact, year-to-year increases indicate that exports of sample
companies grew slower than the national exports in the last three
years. (Table-11.2)

3. The exports-sales ratio of the sample companies fluctuated more
than the imports-sales ratio, and since the exports-sales ratio was
only about 10 per cent, it does appear that imports are related more
with production meant for domestic sales rather than for export
purposes. (Table-11.3)

4. Companies’ ability to earn net foreign exchange is not limited to
exports only and can extend to receipt of dividends, interest,
consultancy and know-how fee, commissions, insurance claims, etc.
At the aggregate, such other earnings in foreign currencies are
gaining importance. One-third of total earnings in foreign
currencies of companies belonging to smaller houses and one-
fourth that of other Indian companies is accounted by the other
earnings. On the other hand, share of exports in total earnings in
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foreign currencies declined for the largest houses and FCCs. In case
of FCCs the decline was, however, less marked. (Table-I1.5)

Other earnings are, however, more related to sectoral characteristics
rather than ownership groupings. Their share in total earnings of
Service sector companies increased substantially during the period
from 38 to 63 per cent of the gross earnings. For the manufacturing
companies the increase was only marginal. In case of Primary
sector, the ratio indeed declined. (Table-11.6)

There are more companies in the higher ranges of the exports-sales
ratio in 2000-01 compared to 1995-96. However, the number of
exporters remained static during the period. Nearly 40 per cent of
the companies are not in export trade or the exports of these
companies are negligible compared to their sales. In all only 946
companies, or about 45 per cent of the total, exported in all the six
years. These, however, accounted for 90 per cent of the total
exports in 2000-01. (Table-11.7)

Increase in overall exports during the period was due to the largest
Houses and other Indian companies (OICs). In terms of export
orientation, OICs fared the best. Interestingly, exports of FCCs
increased the slowest and the exports-sales ratio indeed declined at
the aggregate level. (Tables IL.8 & I1.9)

Share of imports of goods in total expenditure in foreign currencies
declined. Share of payments for technology also declined giving
credence to the view that Indian companies may be finding it
difficult to gain arms-length access to technology or they are more
into commodities which generally do not require imported
technology. In the new regime, after an initial spurt, approvals for
financial collaborations declined both in absolute and relative
terms. An increasing proportion of technical collaborations are
approved through the automatic route.  (Tables-I1.10 & Table-14),

Interest payments in case of large Indian companies and dividend
payments together with royalty payments in case of FCCs
constituted other important identifiable items of expenditure in
foreign currencies. (Table-11.10)

Once again, such shares are high for Service sector companies.
While for the companies belonging to the Manufacturing sector the
increase was marginal, in case of Primary sector, the share declined
considerably. There is a possibility of other expenditure being
related to other earnings in foreign currencies. (Table-11.11)

The composition of imports too is undergoing substantial changes.
An increasing proportion of imports are related to raw materials,
stores and spares. On the other hand, share of capital goods fell
quite steeply. While falling share imports of capital goods may be
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a reflection of the slowing down of the economy, the fast increasing
imports especially of raw materials may be reflecting the long term
dependence on 1mported intermediate inputs by Indian large
House companies. ! -~ (Table-11.12)

There has been a marginal decline in the import intensity of the
sample companies when seen in terms of the ratio of total imports to
net sales. Given the fact that finished goods have become an important
component of imports and companies are also trading in locally
manufactured products and commodities, it would be more
appropriate to compare imports with sales of own manufactures. Seen
in this manner, the largest group of Indian companies (T1) shows an
increasing dependence on imported raw materials. There are,
however, no clear patterns in case of other Indian companies. In case
of FCCs too, the ratio did not show any clear pattern. (Table-11.13)

Import of finished goods, possibly for re-sale in the domestic market
is gaining prominence. Share of imported finished goods in total
imports was high in case of foreign-controlled companies. In their
case, share of finished goods in total imports increased from 5 per
cent in 1995-96 to 13 per cent in 2000-01. In case of other Indian
companies too, finished goods in general claimed an increasing
share. In view of the high shares of traded sales to manufacturing
sales and of finished goods in total imports, it does appear that FCCs
are increasingly resorting to imports of finished goods and traded
items rather than increasing imports for local production purposes.

(Table-11.16)

At the aggregate level, net outgo in foreign currencies declined
substantially. Companies belonging to the largest Indian Business
Houses, however, account for a major portion of the net outgo of
foreign exchange. Total expenditure in their case exceeded the
earnings in all the years. Net earnings improved substantially in
case of companies of smaller houses and remained stable in case of
FCCs. Other Indian companies even turned net earners of foreign
exchange. But for the fact that the other Indian companies
improved their foreign-exchange earning capacity, the overall
deficit would have been substantially higher. (Table-11.18)

Slightly more than nine-tenths of the sample companies’ imports
are met by their exports. The coverage was, however, the lowest for
FCCs at about three-fourths. Non-large house Indian companies
performed the best among all the categories of companies. In most
industry groups, domestic companies, especially the non-large
house companies displayed better exports-imports ratio. In some
product groups, where FCCs displayed above average ratios, it
appears that such better performance could be due to large trading

houses dealing diversified products including commodities.
(Table-11.19)

xiii



16.

17.

18.

19.

20.

21.

A substantial part of the net earnings is contributed by the Services
sector comprising essentially of trading companies, hotels &
restaurants and computer software companies. Net earnings of the
manufacturing sector also improved as the imports remained stable
while exports increased. The Primary sector did record increasing
deficits mainly because of companies in the petroleum refining and
lubricants. (Table-11.20)

While the results seem to suggest the importance of industry
attributes compared to ownership characteristics, even the industry
classification of companies could become irrelevant when the
Trading -House phenomenon of companies is taken into
consideration. About 100 Trading Houses accounted for more than
half of the total exports of the sample companies in 2000-01. While
at the aggregate level net deficit was about R. 2,100 crores, these
Trading Houses reported a surplus of Rs. 7,600 crores. Since
Trading Houses cut across industry and ownership groups, it
emphasises the need for more caution in interpreting company
level export performance and net foreign exchange earnings.

The cases of Adani Exports and the HLL group, however, raise
serious questions about the apparent benefits in terms of net foreign
exchange earnings through Export and Trading Houses.

Overall, Indian private sector companies do not seem to have
become more export-oriented during the second half of the
‘nineties. The relative improvement in net earnings is possibly due
to the Trading House activity, improved earnings from Service
enterprises, and lower import intensity.

The fact that import of finished goods are gaining importance,
especially for FCCs needs to be underlined. On the face of it, import
liberalisation could be responsible for this development.

Also, exports of FCCs grew the slowest and there was no
appreciable improvement in their export-orientation. Indeed, except
for a few branches of industry, where exports exceeded imports
considerably, in all the industries, especially many chemical and
engineering industries, FCCs were not meeting their imports
through exports in spite of the presence of a few large Trading
Houses among them. This phenomenon needs to be looked at
carefully in view of the envisaged enhanced role of FDI in the
Indian economy.

Xiv



Introduction



Introduction

Following the acceleration of the process of structural adjustment in
1991, India’s foreign trade regime underwent a major transformation. Import
duties were brought down progressively and significantly. Quantitative
restrictions (QRs) have been phased out. Starting from a substantial
devaluation in the initial stages, the exchange rate of rupee has come to be
market-determined. Nominal exchange rate of rupee depreciated
subsequently. Policies and procedures in respect of exports and imports have
been simplified. Following this, Indian economy’s openness measured as the
foreign trade to GDP ratio increased from 13.32 per cent in 1990-91 to 19.28 by
1995-96! though it practically remained the same during the subsequent
period. This has been due to an increase in both imports and exports (Table-
1). There have, however, been persistent trade deficits which after remaining

stable for some time, tended to be on the higher side from 1995-96 onwards.

Table-1
India’s External Trade

. (US $ Bn.)
Year Export§  Imports Change over the | Trade Balance|India’s Share in
previous year (%) (2) - (3)| World Exports
(%)

§ ..Exports  Imports _ -
(D) (@ ®3) 4) (5) (6) (7
1990-91 18.13 24.05 - - -5.92 0.52[
199192 [ 1787 1941  -145] -19.30 S T 0.50
1992-93 18.54 21.88 3.75 12.72 -3.34 0.52
1993-94 2224|2331 19.97 6.51 107 0.58
199495 26.33 28.65 18.40 22.95 232 0.59
1995-96 31.80) 3668  2077]  28.01 -4.88 0.60
1996-97 33.47 39.13 5.26 6.69 -5.66 0.62
35.01 4148 459 6.01 -6.48 0,63
33.22 4239 -5.11 218 917 0.61
36.81 49.71 1080, = 17.27 -12.90 064
4456 5054 21.07 1.66 -5.98 ' 0.66

4403 5063  -1.19 0.18 -6.60

1IN -
DIa, Ministry of Commerce, Medium Term Export Strategy: 2002-2007, Table 2.1.1, p. 13.
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The demand for imports is bound to increase both due to the
envisaged growth of the economy - raw materials, capital goods, components
and energy. The opening up of import of a variety of consumer goods is also
likely to add to the import basket. India has also been periodically required
to depend on external sources for certain items of mass consumption items
like edible oils. Since the increase in imports noted above could have been
due to relaxation of the import regime, and thus has been on the expected
lines, and also because the commitments under WTO make the import
policies virtually irreversible, the trade gap could only be dealt with
increasing India’s exports. Thus to sustain a higher rate of growth while
keeping the current account deficits under control and to make Indian
industry competitive, it is imperative to increase the country’s exports at a
fast pace. The emphasis on increasing India’s exports could be seen from the
fact that The Medium Term Export Strategy 2002-2007 envisages a near
doubling India’s exports to US$ 80 bn. by the end of the period which implies
a compound annual growth rate of nearly 12 per cent.?

During the ‘nineties, global capital flows have been dominated by
private sector sources and are characterised by increasing share of non-debt
creating flows. India has been no exception. Coincidentally, sources of direct
and indirect external funding for the corporate sector got diversified. This in
turn implies the shifting of répayment and service obligation from
government to the enterprises. Consequently, it should be expected that
foreign exchange outgo on account of dividend outgo, capital appreciation,
interest payment, etc. would increase. Due to persistent current account
deficits, borrowings and portfolio capital flows contributed significantly to
India’s foreign exchange reserves. Thus, even from this point, faster increase
in exports is unavoidable.

India’s exports grew substantially during the ‘nineties whether seen in
terms of absolute values or relative to the GDP or seen in the world’s context

(Table-2). Since the introduction on new economic policies, India’s exports
—

2 ie
INDIA, Ministry of Commerce & Industry, Medium Term Export Strategy: 2002-2007,
January 2002, p. 11.
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have risen from US$ 18 billion in 1991-92 to US$ 44 billion in 2000-02. The
export growth, however, has been quite uneven. While during 1993-94, 1994-
95 and 1995-96 it recorded impressive gains, the annual growth rates fell
sharply in 1996-97 and turned negative in 1998-99. Once again, exports staged
substantial recovery in 1999-00 and 2000-01.

The process has been accompanied by a change in the composition of
India’s exports with an increase in the share of manufactured items and a
diversification of exports. The share of manufactured goods in the total
exports of India increased from 75 per cent in 1991-92 to 79 per cent in 2000-
01. Share of agricultural and allied products declined from 18 per cent in
1991-92 to 13 per cent in 2000-01. Similar is the case with ores and minerals.
Within the manufactured products too significant changes took place (Table-3).

Liberalisation of the foreign trade regime has been accompanied by a
transformation of industrial policies. While industrial licensing has been
abolished practically the obligation to seek permission under the MRTP Act
has been dispensed with. The climate for restructuring of industrial
enterprises is now more favourable as mergers and acquisitions are decided
by the enterprises themselves instead of being influenced by official
approvals. Another major related development has been the relaxation on
import of technology. Enterprises have thus the freedom to decide on the
scale, technology as also the composition of their production basket. On the
other hand, Indian enterprises are now more exposed to competition both
from within and outside. This is likely to have forced them to improve
quality, productivity and service. These developments should therefore have
forced them to seek external markets on the one hand and make them better
equipped to engage in export trade. While export-orientation is important by
itself, a more relevant measure of a company’s contribution in the context of a
country like India with persistent balance of payments deficits, is the net
earnings of foreign exchange by the enterprises. In the past, large Indian
cOmpanies are known to be net spenders of foreign exchange. It is of

Importance to know how this position has changed.



Table-2

"""" . o Average Exports Share in Total (%)  |Increase ~ Share
R B S S ‘ (4) - (Yjincrease
1988-80 [1993-94 [1998-99 |Col. (2) iCol. (3) Col.(9) -2 %)
to to to |
............................................................... 199091 199596  12000-01
@ @ ® @ S ®
I Pﬁmary Products 381657 5795.67| 6870.93 2350 17.99 3054.37
A. |Agriculture and Allied Products | 267480 477850 588177 17.70] 15.40! 306,97
B, Ores and Minerals 941.80] 1017.13 259 47
{I. Manufactured Goods 1692.77, 20269.37 78.55/18321.90
1. Petroleum Product—s— - 42993 42280 174 23607 i.oai
IV, Others ) | 30343 38210 172 354. 49 161
TowlBxports 16242, 70\ 26787.90| 38200, 47\ 100.00, 100, 00] 100.0021957. 7/| 100.00

Table 3

Total (%) |ln::rease Share
B 1988-69 8-99 |Cn1 @)[Col. (3)|Col@) () - () lincrease
to { (%)
1990-91 2000-01 |
. 9.

!M‘iﬁufaared Goods

"' lfl,eather and Manufactures

122390 1554.10] 1 51023 279
[ 2/ hemicals and Allied Products | 1108.63| 1930.77] 3450.27  9.44] 234663 12.81
) Drugs, Pharmaceutical & Fine Chemicals|  467.53  819.93 1688.80  4.00 3| 1221.27]  6.67)
" b} Others | 63610 111083 176147 544 6.15
""" 3 Plastic and Linoleum Products 9447 46653 66150, 081 310
4[Rubber, Glass, Paints, Enamels and | 25500 59490 73967 218 265
Products e e ] e b L L
5|Engineering Goods 1'44‘} 80/ 3645.70 5492. 60, 16.68] 174949 18.31 354280
6Readymade Garments | 1875.13] 318123 4901. 30 1604 1569 1634/ 3026, 67
7/Textile Yarn, Fabrics, Made-ups, etc,, {37577 20060 428147 1091 1id2 30057016
a} ) Cotton Y Yarn, Fabrics, Made-ups, etc., » 957.67| 2115.83) 31 819 2162, 7[]
h: Natural Silk Yarn, Fabrics, Made-ups, | 12737 13220 109 065 '6'.'81 114300 :
etc,,
:Cngt'l'iérs """" | 1007 esasy 9 63 323
8lute Manufactures | 168233 15343 0.76]
T T R S T -
10H landicrafts - | 355537] 5408.50, 8048.80) 26,68
| 2) Gems and Jewellery | 304587, 459033 694053 2605 22.65
!; h} Carﬁéts (I—iémﬁdmade excl, Sllk) | 29197 216
‘-) Works of Arlfm[méxcl Floor Covermgs} 21757 1.87)
n S_f"’”“ Goods T 49.47, 6970, 042 030
]72 s~ e gﬁ, T g o7 =
ol T Ts—— 20269. %7 30005.67| 100,00 100,00 100 'E'i{\"i"'é"é"i"é uul “100.00

1169277

O |



The present study attempts to examine some of the issues relating to
India’s external trade emanating from the brief description of the changes in
the policy regime presented above. With the growing importance of the
‘firm' in understanding trade performance of countries, the proposed study,
with its emphasis on individual importers and exporters, would help in
understanding the role and place of different categories of traders in India's
external trade.

The study comprises of two main parts. An analysis of Custom House
data for the period 1988-89 to 1994-95 which seeks to bring out the changes in
concentration in imports and exports, contribution of different categories of
exporters to India’s exports and their corresponding share in imports with
emphasis on the role of large companies and transnational corporations forms
the first part. The opening up of the economy has necessitated introduction
of measures to minimise the negative impact of the phenomenon of transfer
pricing. In this context, Part One of the study also seeks to offer relevant
empirical evidence and useful suggestions based on an analysis of the DTR
data. Part Two consists of a study of the transactions in foreign exchange of
more than 2,000 non-government companies during 1995-96 to 2000-01. Thus
while the first part ends in 1994-95, the second starts with 1995-96. Though
this was necessitated for reasons of data availability, the dividing line has its

own significance because of the coming into effect of the WTO agreement

from 1995.



Part I
Analysis of the Custom House Data



Part - 1

Analysis of Customs House Data

Introduction

A number of studies sought to examire the role and place of
different types c¢f entities in India’s external trade using company leve!
data! because studies based on industry and product level data do not
explicitly incorporate information about the units, i.c., the real operational
entities. On the other hand, due to diversification and export house
activities of the companies, company-level studies may not always offer a
clear-cut industry dimension.2 Daily Trade Returns data (DTR), captured
by the Customs Houses through which the actual export and import
transactions take place, help add an important dimension to the study of
external trade as it provides data at unit and transaction levels. An
attempt, possibly the first of its kind in India, was made by the Institute
for Studies in Industrial Development (ISID) in 1990-91 to analyse DTR
data in the context of the serious foreign exchange crisis faced by the
country.?

Little direct evidence is available about the extent of participation
by Large Houses and foreign-controlled companies in India’s external

trade. Similar is the case with the role of governmental departments,

See for mslance, S.K. Goval, bupaet of Foteign Subsidrics on Inda’s Balwice of Paynients, a repart
submittod o the UNCTC-ESCADP Unit, Banghok, Indian Institute of Public Administration,
1979; K.K. Subrahwanian and P Mohanan Pillai, Alultinationals and Indian Export: A Study of
Forergn Coltaboration swnd hindan Exports, Sasdar Patel Institute of Economic & Social Research,
1978; K5, Chalapali Rae, “An Evaluation of Export Policies and the Export Performance of
l:‘”l‘»t‘ Private Companies”. m Pitou van Dk and K.S. Chalapati Rao, Didia’s Trade Policy and
L)“'l”‘”" Performance of Industry. Indo-Dulch Programme on Alternatives in Development, Sage
I_”M""“I“HS, 1994, Nagesh Kumar , Mudtinationad Enterprises in India, Routledge, 1990, cte.
k‘“h‘\ldpdli Kao, o iy,
Studies which emanated from the study of DR data at ISID are: (i) S.K. Goval, et. al, Dudut's
‘II*”I’“"IS and Exports: Some tnsivhis (Aw Anadysis of Daily Trade Return Data), Institute for Studies
g:r:"fziufﬂj‘iul I)(I‘\'olopnwu(, 1991; ({ii} S.K,‘ Goval, “Exchange Rates, Trade Policy and Tarviff
"Ov:n::h" Istitute for Studies En Industrial De\'elopnTenl, 1991‘; (i) KS. Chulapz}lli Rao,
and (o 1IP Charactenstics e_u_ld Exporl _l)estim\tions: A Study ol Cuslom Hous‘o dat;\_, 1992;
() Nitasha Devasar, “TNCs amd Transfer Pricing in India, Regulatory Strategies and

Corp LTI - i
Fin IITTdh Struciure”, Aupust 1991 The reports (i) and (i) were submitted to the Ministny o
anvy,



institutions and public enterprises, especially in the context of
decanalisation of imports and exports. DTR data is uniquely suitable for
understanding the behaviour of individual importers and exporters. It
helps in distinguishing the parties according, to:

e ownership characteristics (Government, Non-government, Indian
and foreign);

 technology (imported and indigenous)

» nature -- manufacturers (large enterprises, small scale and otheis),
merchants and service providers

e Type of Organisation - Public and Private Limited Cos.,
Proprietary and Partnership Firms, etc ;

e Location/Region;

¢ diversification of sources and markets;

e category of exporters - Export Houses, Trading Houses, etc.;

e type of products dealt with;

o regular and occasional exporters;

e beneficiaries of duty-free imports;

o efficacy of export promotion schemes - (EPCG, DEEC, DEPB,
EOUs, etc.); and

e combinations of these characteristics.

DTR can be an invaluable base to examine various assumptions and
questions relating to the role of foreign direct investment and local large
corporations in host country exports. What is the extent of inter-branch
transactions by TNCs? Has the new trade regime intensified or weakened
such relationships?  While nations seek to follow competitive trade
policies, is it equally true with the corporations? How do companies
procure their requirement of raw materials, capital goods, etc.? Docs
technology licensing too strongly influence procurement of materials? To
what extent TNCs use regional affiliates to meet their import requirements
in a country like India? Answer to this question could indirectly reflect on
the role of TNCy’ exports from developing countrics. Is there any country
bias in obtaining inputs i.c., whether German companies prefer purchasing,
from other German companies and Japanese companies from other
CoOmpanies of Japan? What is the role of trading companies in India’s

IMports . . . - -
POTts trade? Do trading companies offer more competitive terms than



the original manufacturers? Do Indian companies differ from TNCs in
utilising, their services? DTR data can thus help examine theoretical issuces
as also help fine-tune external trade policies.

For making good usc of the DTR data, one, however, needs detailed
information on the ownership and operational characteristics of individual
importers and exporters and wider coverage of the ports. Given the
scanty information base of the Indian corporate sector -- especially the
unlisted ones, near non-existent public information on partnership firms
and proprietary concerns and the involvement of large number of trading
parties, analysis of DTR data turns out to be a difficult, time-consuming
and often frustrating exercise. In the absence of unique identifying codes
for the trading parties, the problem gets further compounded.

The DTRs have a number of important data fields. Besides the
general identification fields, the import DTR contains: names of the
importer (and the address), manufacturer and the supplier;
product/article imported (coded according to the harmonised system);
quantity and units; invoice value, insurance and freight; final assessed
value and duty thereof; invoice currency code; license number; countries
of origin and consignment; and port of shipment. Each record has 45
fields and is of 604 characters length. Compared to this, the Export DTR
has onlv 25 fields and it consists of 268 characters. Important fields in the
Export DTR are: name and city of the exportef,' article exported (and its
code according to the harmonised system); units and quantity; fob value;
and port of destination. The structures of Import and Export DTRs are
given in Tables 1.1 and 1.2 respectively.

The ISID initiallv obtained DTR data for the vears 1988-89 to 1990-
9 from the Customs Houses of Bombay Air & Sca, Delhi, Calcutta,
Chennai and Cochin. Though efforts were made to get the data regularly
for the subsequent vears, over a period the Customs Houses turned less

forthe ; - .
coming to share the data. Consequently, a number of gaps remained



in the data set. In spite of repeated attempts 1o get the data through

formal requests and informal enquiries, no turther data could be obtained

Table-1.1
Structure of Daily Trade Returns (D 1I'R) Data on Imports#

Field Field Name Type Widlh Description
(1 2) (3) ) (5)
I B LENGTH Character 4 Block Length
2 SNO Character 4 Serial No
' 3 TRADE TYPE ._Ch‘nm‘lor I Type of Trade
4 NODE O TP1 _Character . I -Node of Transport
5 GOVT PV'T Character ‘ 1 Government/Private
6 PORT CODE Character : 3 Assessment Port Code
7 BIL_O_ENTR _Chal'acter ) 2 Bill of Entry Tyvpe
8? BE_NO _Character —l 6 Bill of Entry No.
9 BE DATE Character o :Bill of Enlry Date
10 CLASS CODE _Character 2 Class Code
11 EREPORT DTE _lCharaL‘tEr 6 Date of Entry Inwards
12 GROSS_WT -Characler 12 Gross Weight
13.UN1T>_QTY .Chdl“kiL'[t‘l' ) [ 3 Unit Quantity Code
14 FREIGT TOT ~ Numeric | 10 Total Freight
15 FREIGT_CUR .Chamctor . 3 Freight Currency Code
lo' INSURE TOT . Numeric | 10 ATolaI Insurance
l7:lNSURE CUR "Cha-ractl-'r ) ] 3 ‘Insurance Currency Code
18 CNTRY ORIG . Character 5 Country of Origin
19 CNTRY_CONS ~ Character I 5 : Country of Consignment
20 INVOCE VAL Numeric ' 14 Total Invoice Value
21 INVOCE_CNT Character 3 Invoice Country Code
22 TERN_INVOI ‘Chdmclor 3 ‘Terms of Unit Price Invoiced
23j DUTY. TOTAL - Nuwmeric 14 Total Duly Assessed (Rs.)
24 INIPORTER .Cl’l(ll'<\k‘l(’l“ 30 Importer Name
25 INIPORIR AD Character ' 70 hmporter Address
26 ASSBLI VAL Numeric ' 14 Assessable Value (Rs))
27 TTEA NO Numeric ‘ 3 Hem No.
28 NET_QTY Numeric ) I Net Quantity
29IQTY CODLE Character 3 Unit Quanlil_\' Code
30 UNIT PRESC Character 3 Prescribed Unit of Measure
31 ITCRC CODE Character ) 8 ITCRC Eight Digit 115 Codu
32 ITEM Character 98 ltem Desd ription
33 DUNMMY Character ‘ I Unused
SONANUE NANMFE Character 40 Manulacturer s Name
35 BRAND Character 20 Brand Name
3o NMODIE Character 20 Model Specitication
3T SUPPE NAA Character ) 40 Supplier's Name
38 VESSEL NAM Character 30 Vessel Name
3 LTICENCE NO Character 30 1 icenie No
0 TICENCE DI Charactet . o Licence Date
AL PORT O sHp Character 200 Port ol Shipment
A2 EPZ 1D ¢D Character ' 5 107 /1CD Code
3 VESSEL yp Character ’ 3 Vessel Tvpe
43\.1{5\\]:"‘ CNT Character 20 Vessel Nationality
B buanna Character 9 Blank .

W stored s .
ored in the ISID computer systoms.
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Table-1.2
Structure of Daijly Trade Returns (DTR) Data on Exports#

Field  Field Name Type Width Description
) @ G W (5)

1T B LENGIH Chaiacter ] 4+ Block Fengih
2 SNQO Character ] 4 Serial No
3 TRADE TYPE Character I"T'ype of Trade
4 NODE O TP Character . I Node of Tr isport
5 GOVT PVT Character ] I Government/Private
6 PORT CODE Character '_ ] Assessient Port Code ‘
7 SHP_BIL TY Character ) 3 “Type of Shipping Bill
8 SHP BIL_NO Characler . 6 Shipping Bill No. .
9 SHP_BIL DT Characler . 6 'S__hip_ping Bill Dale
10 SAILING_DT Character Ao 6 . Sailing Date ‘
{1 VESSEL NAM Character - 20 Vessel Name i
12 GROSS WT - Numeric [ 8 Gross Weight ' !
13 UNIT_QTY tharacter B 1( 3 Unit Quantity Code __,
14 UNIT_PRESC Character 3 Prescribed Unit Code j
15 UNIT_SHBIL .Character | 3 Unit Quantity on Shipping Bill
Io NET_QTY o Numeric __+ . 10 I Nel Quantity ) '
17 ITCRC_CODE Character 1 o 8 ITCRC Light Digit H.S. Code
18 FOB_VALUL Numerw i2 FOB Value (Rs.) )
19 CNTRY_CODE :Character l B 5 Country Code
20 CNTRY_DSTN Characler le Country of Final Destination
21 PORT_DESTN Character ' _ 20 Port of Destinalion
22 ARTICLE Character . 65 ’A‘rlicle Description
23 EXPORTR_AD Character . 10 Exporter Address
24 EPZ ICD CD Character 3 ] EPZ/1CD Code
25 VESSEL TYP Character . 3 Vessel Ty pe
20 VESSEL_CONT Character 5 Vessel Nationality

# As stored in the ISID computer systems.

from any of the Customs Houses after 1996-97. [n view of the series of
major discontinuitics in respect of other Customs Houses, it has been
decided to restrict the present exercise to the DTR data obtained from
Mumbai Sea and Air Customs Houses for the period 1988-89 to 1994-95.
This covers the transition period 7.0, immediately preceding the 1991 trade
and industrial policy changes and the vears following that landmark and
till the coming into being of the World Trade Organisation (WTO).  As a

YOoner; . N e R . .
general rule, imports of crude oil and defence related items do not appear
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in the DTRs.* The two Customs Houses accounted for about one-third of
the imports and two-fifths of India’s exports (Table-1.3). The data can thus
offer a reasonably good sample of the country’s external trade in
merchancise during the period. The data on imports and exports for this
period through Air and Sca ports of Bombay run into nearly 2 million

import reords and 2.5 million export records.

Table-1.3
Share of Mumbai Sea and Air Ports in India’s Imports and Exports
_ o e (Percentages)
o 99192 7 199293 199394 1994-95
RO : Ay — @ 5)
I. Imports i
Share of
a) Mumbai Sea 19.54 16.21 18.31 2092
. b)  Mumbai Air 13.79 ‘ 16.16 18.60 12,63
| Total(a+b) | 3333, 3237, 3691 33.55
" II. Exports i ! ;
i Share of | '
i ¢) Mumbai Sea 20.03 19.13 19.82 18.68
d)  Mumbai Air 18.49 19.93 21.56 20.52

_Total (c +d)_

o o 3852 . 39.06 , 3138 39.20

L

Problems with the DTR Data

Raw data obtained from the Customs Houses posed many
problems. It needed extensive cleaning to eliminate duplicate entries,
extreme values and inappropriate entries resulting from corruption of data
during transcription. Unfortunately, the Shipping Bills (SB) containing
exports data are not recorded with even as much care as was the case with
Bills of Entry (BE) i.e., imports data.  In spité of removing many duplicate
entries, there is still a possibility of some entries remaining where the

details differ only marginally. These, however, do not appear to be

-
Divect transtt trade 1.r, gouds of other countries passing and transit withoul being placed at the

froe disposal ol he importer being warehoused is excluded completely as the goods do not
touch the vusioms frontivr Olher important Lransactions which are excluded from the coverage
\Ey"ll’l:'::*j‘)n[l[flil:-n-.: il: Loods vonsigned by the GO\'cl“wnvm Lo its .L\.rn.wd l'mco.s and Diplomatic
n.lplm"mm'l 1',;‘ 4 “”“;'“-“ and F.Ul.‘d.“e Sl"nl h\ the L,m"m'nnwnt of l~m‘my’n. Countres to therr
Uansforrad L:“’i“-.‘:\?t' !sil-!lmned in India !i]) Trans-shipments trade covering \mp\»rted. Ay-_oods
ports (isy l"dw(:| ‘ )‘krjlv\i.l .lm' re-shipment from one vessel Lo anolh.or at the same or ayh(lorcn(
travelers r’-fh“u’ts ‘!-:; 5 .1.']!"!"(1?'“ not mciuded, (l.\/)liuqkors a.nd ships slorgs (v) Tourists and

- exhibsilions poods, samples, animal for racing and breeding, Detence goods

Tission,

SPNable maleesle sy o . _ .

Drohib, Nalerials (i) Transactions in treasure i, gold and current coins notes, (v
hLIaY] LTS oy pf,
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material as these constitute only an insigniticant proportion of the total
value of imports and exports.  There are obvious mistakes at the data
entry stage, which can only be corrected at the source® Only in some
extreme cases, we attempted to adjust the import values by taking now of
the duty paid. There were also major gaps in the data which do not allow
meaningful corparison of values and the number of importers/exporters
across ditferent years. : :

The most significant shortcoming noticed is that adequate care was
not taken in entering the names of importers, exporters and suppliers,
description of products, product classification and the nature of import
licences. For the analysis to be meaningful, it was, therefore, essential to
standardize the importer/exporter names. In spite of ignoring the
relatively smaller consignments, the exercise proved to be extremely time-
consuming. To begin with, importer/exporter names were sought to be
standardised by replacing certain strings with standard ones (e.g.
‘Company’ with ‘Co’; ‘Private’ with ‘Pvt’; "Trading’ with "Tdg’; etc) to
achieve first level uniformity in company names. In the absence of prior
information on the names of the trading parties, the process of
standardisation had to be carried out in an iterative manner. After the
initial standardisation, import/export values were totalled at the level of
individual party over the entire period. From this set, all those parties -
with a minimum amount of imports and/or exports were separated and
their names were standardised physically. Given the skewed distribution
of imports and exports, which we shall present a little later, the selection
process thus ensured both manageability as also representative character
I terms of value,

Given the manner in which company names were entered in the

DTRs - . . : :
IRs, and the poor state of information on enterprises in India, many a

_—
-

‘l‘h(:\o"l:: E“l‘\;(?l:l‘(‘(~teti ox)l_v afler looking, n't.the Bi!l ‘()l’l'{‘|1lr)"()r the Shipping Bilvl as the case mav be
country's t’ow:‘ 104 the (us.lm.ns Hous_es. The DGCl&S wlnch‘processes the l?l Rs to generate the
Given the ldd\),n trade statistics does indeed a}jprom‘hos the Custom Houses in case ol pmll)lums_
Whre ot enthusiasm on part of the Customs Houses even to provide the data, it was

Asonable L .
Cloevpect positive response to such queries from us,



time it was difficult for us to identify firmly whether an importer/exporter
was an individual, firm or a company. This was more so when the names
resembled closely. It is well known that business groups often operate in
various forms as multipic public/private limited companices, partnership
firms and sole proprictary undertakings.” In case of smaller parties, one
possibility, even if inconsequential, was that our name standardisation
exercise might have combined different entities with closely resembling
names - or even exactly the same name - into a single importer/exporter.
On the other hand, due to non-standardisation of names, lack of
information on name changes, inability to identify branches/units with
the main enterprise, the same party could have been counted multiple
times. Given the nature of DTR data and the large number of entries
under study, these problems were unavoidable. Had a unique importer
exporter code been a part of the DTR, one would not have been required
to undertake such a laborious exercise.

Another major problem is in respect of product codes filled in by
the importers and exporters. The general problem is that often, proper
codes are not provided by the parties. We did notice a number of
problems in this regard. Indeed, in the ISID study of 1991 presented to the

Ministry of Finance it was pointed out that :

While eight digits are provided for the code one finds that -
etfectivelv only six digits are used. Checks are needed to assess the
accuracy of the codes used. We noticed that at six-digit level a
number of codes were used for a single item.  The occurrence ot
'99999999’s,  ‘00000000's  or invalid codes is not infrequent.
Remedyving this situation is a pre-requisite for bringing out better
mdustry-wise trade statistics.”

—

i;:; 1‘:‘;‘"['“"“‘. Adant Exports Lad. reported the following as parties related to it Adani
Gmt." ::‘:i‘- V\;l Lad, Adars Agra Pet Lid. :\dnnl‘l’grl l.td., BZ.C ln‘di.\ Ltd., 1 Call India Ll\d., l-.
pmpvrt‘\r l[t; Pyl bad, Adam Impes Pyt Lid., Gujarat r\d'dnl‘II?“'(ISll‘LIC(lII.l‘ vl ld.,qb!mln
Adan, |51-, ‘.c'\‘.vinpvrs vt Lid., Adam |’t‘ljl lntlr.mlr.m‘luro i.td., (,u]ftml .-\dm‘n Port 1.td., (Jl.ljdl'dl
Adan) (“‘:T'i’\\ I.ldﬁ, Lot seantinestal (ladial, ‘::l.w.'.\'\l.\fan, :\d,\."gsl.\cc Lixpauts, Crow U.. LL\LQl'udLLOlT.dI.,
Amial R‘:i:m.wr R?\“LI“}.&T:\] 1 l'l'“\.\n'ﬂlﬁ 14 Gudami lmornvzmonul; and Adant Wilmar Lid, See:
K, (;n\'“[[ :‘” t?l the ompany for Lhe veatr 2001-2002, p, 51.
FHboa et ;\lalapndl\_ o p. 8,
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That the situation has not improved very much since then is evident from

the observations of the National Statistical Commission.
It has been experienced that the exporters or importers or their agents
do not report the codes rroperly. To improve the situation the
Directorate General of Foreign Trade (DGFT) has introduced a
notification on 11 September, 2000 making it mandatory to mention
8-digit ITC(HS) Codes prepared by the DGCI&S against cach export
product that figures in the Shipping Bill. ... The DGCI&S has
reported that after the issu¢ of the above notification, though the
exporters are reporting valid codes in the Shipping Bills, but it has
noticed that the problem of mismatcliing, i.e. cods vis-a-vis the
description of items, still persists. As regards imiports, no such
notification has been issued. (emphasis added)®

T'he first study of ISID also brought to the notice of the Ministry of
Finance with regard to problems in other data fields. For instance, even
the field provided for mentioning the nature of the party as ‘Government’
or 'Private” was not free from ambiguities. The same party was defined as
Government at some places and private at other times. These problems
highlight the limitations of the data source and underline the fact that
mere provision for reporting certain information does not ensure its

automatic compliance.

Changes in the DTR Format

At this point it mav be relevant to describe the present status of the
DTRs to put the future uses of the data in a practical perspective. The first
ISID study of 1991 made certain categorical recommendations that the

DTRs should be modified to make them amenable for better monitoring of

India’s foreign trade and for quick and casy analysis of many a policy

meas - . . “ g
wasure and theoretical assumption. It was specifically suggested that:

* A unique importer code need to be assigned to all the
importers and exporters.  No Bill of Entry of Shipping Bill
should be accepted without the same being printed in bold
onall import and export documents.

T

. —_
See:

INDIA, \_

olume ] ; National Statistical Commission, Report of the National Statistrcal Commnssion
" CANRUSL2001, b, 177 (Chairman: C. Rangarajan)
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—
SN
olume

—_—
DIA, Nati o . o , . N :
\. National Statistical Commission, Report of the Natwoual Statistical Connmission

0, Auyp -y .
~Auguast 2007, p. 177 (Chairman: C. Rangarajan}

14



e It is necessary to have a system under which it becomes

obligatory on all importeis to give exhaustive information on

‘ their identity.  Such information should have relevant

personal details and associations of business and other
relationships of the imporiers.?

Over the past few years, certain improvements have taken place in
the DTR format. It is a matter of satisfaction for the ISID that the structure
of DTR has been modified with the Importer Exporter Code (IEC) being a
part of it. While it appears that the [EC was introduced in the DTRs some
time after 1996, further amendments were announced by the DGFT in May
2001 and were to be implemented from July 1, 2001.1? According to the
official circular, the following additional fields were to be incorporated in
the DTRs:

(i) whether the exporter/importer is a private entity (PP) or a
Government entity (G);

(i1) Port code for port of shipment/unloading;

(iit) Country of destination/ origin code;

(iv)  Business Identification Number (BIN);

(v) EXIM Scheme Code of each item;

(vi)  Quantity of export/import in terms of Standard Units (to be
implemented after 2-3 vears); and

(vii) State of origin of the goods for export.

The revised formats are given in Table 1.4, While it is difficult to
understand how the information on Government/Private ownership and
port of shipment/unloading can be considered as additional fields since
they had alreadv formed part of the DTRs obtained by us and used in the
present analysis, the introduction of Business Identification Nuraber (BIN)
and State of origin of the export goods are certainly welcome additions.

The BIN incorporates the Permanent Account Number (PAN) issued by

the Income Tax Department.

‘_-‘.-_-_H_“""“_-——-——————

Y <y

:1:1&;1::::1‘1'1 ‘l’f'- ik, p. 9o, !ndged, as 'far bac}\ as 1969, use of }’0111}»&:n}"cmics“\\\l§suggz‘st‘dd tor

rocessin “U‘;‘;‘; dm.'.i monitoring ot lndAUSU’hi{ wgula(fons..'ﬁw ‘a}\ ]Co.\"zll, M‘c.\mlefmm ¢ and

Minut;.\- f:', I (‘11!1 , @ note prepared for the Induslrml‘l,lccnsmg IO[,“'V longuiry Committee,
! dustia) Development, Internal Trade and Company Affairs, July 1969 (mimco).

1} 1% .
Ty L .
W rady Returns - Revised format See: Circula N0.32/2001-CUS. dated the 31st Nay, 2001,
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From a comparison of Tables 1.1, 1.2 and 1.4 it can be also scen that

while a few improvements have been made, some useful information has

also been taken away from the purview ot the loaport DTR. The wost

signiticant fields that have been left out are the duty levied and names of

supplicr and manufacturer. A perusal of the DTRs given online by the

Mangalore Customs suggest that while IEC and BIN have already become

part of the ‘import DTR, the same are yet to find a place in the Export DTR.

Sample records from the October 2002 DTRs from Mangalore Customs are

given Tables .5 and 1.6.

Table-1.4

Structure of the Revised DTRs

Column Import DTR Export DTR —\
No.
) & & _ﬁ}
1, Serial No. 1. Serial No.
2, Government/ Private 2. Governmenl/ Private
3. Bill of Entry No. & Date 3, Shipping Bill No. & Date
1, Port Code 4. Port Code
5 Gross Weight Unit Measure 5. Gross Weight Unit Measure
o, Gross Weight Quaritity b. Gross Weight Quantity
7. I Country of Origin: Code 7. Country of Destination: Code
8. Country of Origin: Name 8. Country of Destination: Name
B 9. State of Qrigin
9. | IEC Cade 10. | [EC Code
E()\_ Party Name 11. PMarty Name
r__ﬁ.-—__ Business ldentification | 12. Business Identification Number (BIN) T
L1 Number (BIN} ‘
12, Item Serial No. 13. [tem Serial No, !
|13, [ Exim Scheme Code 14 Exim Scheme Code .
14, 8 Digit 1TC(HS) of lem | 15 S"Digil ITC(HS) of ltem Exported: Code ‘
lmtm'lod: Code ) i
;_DO_SL‘Liution of Imparled Item lo. Description of E\pofl(‘d Htem j
qﬁ?@il\' Declared: Unit 17. 1 Quanlity Declared: Unit !
- Quantity Declared: Quantity 18. [ Quantity Declared: Quantity i
Mlil Measure 19| Standard Unit Measure ]
Standard Cuantity 20. 1 Standard Quantity ﬁ
CIF Value (Rs.) 21| TFOB Value (Rs.) |
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Introduction of IEC in the DTRs is going to help in the analysis
many ways. First, it obviates the need to standardise the party names
which we had to undertake for the present exercise in an extensive
manner. Second, one can relate direct imports of an entity with its exports
easily through a simple matching of the 1ECs.  An additional advantage
available now is the facility to obtain various détails of the ertities from
the DGFT website by feeding in the IEC codes.!! Third, this information
helps in the classification of the parties into public limited companies,
partnership firms, proprietary concerns, government and private
importers/exporters, small scale units, etc. Since different units and
branches of an entity are given the same IEC, the problems involved in
classifying the parties will be reduced to a large extent and pave way for a

reliable analysis at the level of organisational form/ party.

Ownership Classification of Importers and Exporters

After the name standardisation exercise was completed, an attempt
was made to identify the importers and exporters as constituents of the
public sector, international organisations and the non-government ones.
A number of databases created and maintained at the Institute were
consulted for this purpose. Some of the important ones are: Directory of
Indian Companies; Directory of Foreign Collaborations; Registrations
under the MRTP Act; Shareholding Distribution of Stock Exchange Listed
Companies; Compilation of Inter-corporate Investments; Name Changes;
Mergers; Registered Export Houses; etc. In addition, extensive use of the
Internet has been made to get some minimum details on the ownership
characteristics and group affiliation of importers and exporters about
Whom otherwise no information was available. The non-government
Importers and exporters were further distinguished as per the level of
foreign equity and affiliation to Large Industrial Houses. Classification of

co . - s
Mpanics posed a number of problems due to non-availability of relevant

‘_‘-ﬁ“——h_..—-_,_
' Avail

—_——

able - e
il h“}’~//dgf\.dolhi.nic.in:ﬁlOO/dgft/led’rinl.
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sharcholding data for a good number of entities. Even when the
shareholding data were available, it was difficult to decide the nature of
foreign investment in smaller and unlisted companies. In many cases it
was not possible to ascertain whether the shares were held by non-
resident Indians and Overseas Corporate Bodies (OCBs) predominantly
owned by thrm, foreign institutional investors, foreign collaborators or
foreign promotional agencies. The problem was less severe in case of
well-known subsidiaries of foreign companies. For the present exercise,
apart from such subsidiaries, companies in which a minimum of 25 per
cent foreign investment is held by identifiable foreign investors have been
classified as foreign-controlled companies (FCCs). Also included under
the FCC category are subsidiaries of and other companies promoted in
turn by such FCCs in India. In case of joint ventures with foreign
companies, the ventures have been classitied as FCCs if the foreign
partner’s equity was 25 per cent or more. A few companies whose
products are marketed by large FCCs under the latter’s brand names have
also been treated as FCCs for the present exercise. =~ NRI-controlled
companies, to the extent possible, have been kept out of the foreign-
controlled category.  Since only those whose shareholding and
promotional details are available have been classified as FCCs, there could
still be a few lesser-known FCCs among the left out ones.

Since registration of inter-connected undertakings under the MRTP
Act is no longer mandatory, official estimates of lists of Large Industrial
Houses and their assets are not available beyond the “eighties. Sporadic

2

estimates are, however, made by private agencies.’? In view of the non-

a\’allabllity of official estimates for the ‘ninceties, it was decided to use the
esty . . . . . .
timates made by the Centre for Monitoring Indian Economy (CMIE) for

the \E N . , . - .
Mid-"nineties.’® Two main advantages of these estimates are larger

Cover . . . . ) )
ag¢ and inclusion of some unlisted companies as well. Out of the top

.

R
® Theg
¢ Coy i . , o . . -
classif; Ver mainly the listed companies and do not have any official sanction in terms of
’ Caty i ) . . . ’
IE, 7y Oln MO a particular family or its sub-group.
o e ~ T .
Heluy Corporate Sevctor, April 1996, The reterence year is 1994-95,
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100 Houses listed by CMIE, those with Rs. 1,000 crores or more of sales in
1994-95 and numbering 50, have been termed as Top 50 Houses (T1). The
next 50 Houses incidentally had assets ranging between Rs. 500 to Rs
1,000 crores. These form the second set of Top 50 Houses (T2). Individual
companies with Rs. 1,000 crores or more sales in 1994-95 were added to
the 1st set. Similarly, the second group was enlarged to include companies
with Rs.500 - 1,000 crores sales. A company could thus be classified either
belonging to T1, T2 or ‘Others’ in combination with their foreign
affiliation. To avoid problems of comparison, a uniform classification of
companies was maintained for all the years. To facilitate comparability
over the period, all the import/export values were converted into US
dollar terms using the ratios obtained from the national aggregate imports
and exports for the respective years.

In view of the shortcomings described above, the limited objective
of the present exercise is to provide broad indications of the trends and to
demonstrate the possible applications the DTR data can be put to. We
begin the presentation of the results with the summary tables obtained from

the export DTRs.

2]



Section 1
Analysis of the Export DTRs

Before proceeding with the analysis, it would be hélpfu] to
understand the industry composition of exports DTRs and other details to
place the results in a proper perspective. What distinguishes the sample
Export DTRs is the extremely high share of gems and jewellery related
exports; the highest being in 1994-95 when it was 46 per cent (Table 1.7). This
may be understandable because of the proximity of SEEPZ whose exports
constitute to a large extent gems and jewellery. Next in importance are
textiles and textile related articles which accounted for a maximum of 29.44
per cent, achieved in the first year. Though the share was relatively lower in
1994-95, it was still substantial at 20 per cent. Together the two accounted
for, in some years, as much as two-thirds of the total exports under study.
Chemicals & Allied Industries and Engineering industries comprising of
Metals & Metal Products, Machinery & Components and Transport
Equipment come next. Shares of both the groups fell initially but
continued to maintain at the lower levels in the subsequent years. The
coverage by the sample DTRs of the national exports which was
reasonably high at nearly 40 per cent in 1990-91 fell drastically to reach 22
per cent in the final year.

Under a single Shipping Bill (5B) more than one item can be exported
with each item assigned a separate value. For purpose of the present
exercise each SB is treated as one consignment. The total number of export
consignments, their value and their sectoral distribution varied during the
seven years. As can be seen from the last row of the Table, the number of
days for which the data was available varied widely. In view of this, the
studv would focus on the distribution of consignments instead of the
absolute Jevel of exports.

The value of export consignments, in different value ranges, suggests
a high degree of concentration (Table 1.8). The two ranges US$ 10,000 - US%

100,000 and Usg 100,000 - US$ 500,000 account for more than 80 per cent in

term . . . - .
S of value with the former accounting for more than half of the total in

alm()qt
St a 5 \eam e . e
Ithe years, Since an exporter can undertake exports at difterent

PoInts of i . .
time, the exports have been aggregated at the level of individual
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Table-1.7
Some Basic Particulars of Export Consignments

\ _ (Percentages)
Section 1988-89 - 1989-90 I‘)9(1-91 19491~ 92 1992- ‘)’v 1993-94 1994-95
(1) @ G M (5) (0) (7). (8)
1 .Live Animals: Animal Products 597 2.93. 2.62 3.27 2.4549 2.20 A6
2 Vegelable Products 594 399 A13 316 232 300 153
3 Animal or Vegetable Fats, oils, etc. | 0.14 0.24 0.21 0.27 o.19 0.29 0.33
4 Prepared Foodstuffs, heverages, etc. ' 216 127 0483 088 088 131 134
5 Mineral Products 0.30 0.86 0.23 0.40 0.19 0.99 0.64
Products of Chemical & Allied :
6 Industries 11.70 9.69 9.16 10.32 9.35 9.86 8.99
7 Plastics, Rubber & Articles thereof | 154 138 119  1.03 155 207 251
8 Raw Hides & Skins, Articles, etc. | 126 117 1.58 1.18 1.09 1.03 0.92
. | i j : ot ;
9 'Wood & Articles of Wood, etc. _1 0.14 0.08| 0.07! 0.09, 0.09, 0.20: 0.10:
10 Paper, Pulp and Articles, thereof ! 018 024 020 024 024 028 034
| | |
11 \'I extile & Textile Articles L29 44] 22.35 2721 2524 2298 2463 2029
12 Footwear, Umbrellas, etc. | 277 120 149 110 094 099 058
| | |
13 Non-Metallic Mineral Products | 039 027 030 041 039 058 045
|Natura1 or cultured Pearls, Gold, :
14 Silver, etc. | 1869 4048 3755 39.03 4344 3716 4609
Base Metals & Articles of Base i i
15 Metals : 367! 3.01 2.76 3.12 3.32 428 299
Mmhmen Mechanical
16 Appliances, etc. 7.74 5.38 6.38 533 459 574 457
17 Vehicles, Aircraft, etc. 3.30 219 212 200 230 214 1.89
Instruments & Apparatus, watches,
18 ele. (3.(12 0.70 0.53 0.30 0.27 0.3 0.22
19 Arms & Ammunition, etc i 0.01 0.01 0.05 0.01 (.02 0.01 0.01
20 Misc. Manufactured Articles 0.68 0.40 0.34 0.37 0.39 0.56 .55
21 Miscellaneous Goods, Work of Art, etc. 33 2.01 1.85 218 1.76 232 217
22 Project Goods 003 009 020 001 001 002 006
All Sections 10000 10000 10000 100.00 100.00 100.00  100.00
Amount (Rs. Cr.) 6731 10204 13,026 13774 21,089 20740 18,383
Amount (US$ mn.) 4oH 6132 7255 5502 7270 bely 58
No. of Days Covered: Sea M 251 278 o2 12 251 158
Air i 305 165 i 05 a3 243
Ne. of Consignments 253,772 330450 389,007 3,37,765 433,300 378475 2,75,033
No. of Records 272,024 375871 4,27,944) 3,690,074 4,54,656 401,385 2,958
N\.‘\h‘ EXC
Projec SPt for Sections 21 4nd 22, the grouping follows the usual ITC HS classification. Chapter 98:

t Good . :
s has been taken out of Section 21 and reported separately as Section 22,



Table-1.8
Distribution of Export Consignments According to their Value

Value Range US$  1988-89 198990 | 1990-91  1991-92 | 199293 * 199394  1994-95
(1) &) (2) ) ® e 0 ®
stribution of Number of Consigniments
Less than 1000 5.45 2422 2135 2339 2350 2017 2053
1000 - 5000 27.78 2590 2619 2080 2641 2685 25.58
5000 - 10000 17.56 1465 1533 1556 © 1525 ' 1624 ' T1478
Sub-Tolal 60.79 64.87 |  62.67 6575 6516 6326 60.89 -
10000 - 100000 36.75 31.97 | 3419 3188 3245 3421 3543
100000-500000 ' 236 3031 284 228 229 243 1 - 353
Sigb-Tolal 39.11 35 3703° 34161 3474  36.64 38.96
500000 - 1000000 0.07 010, 008 007 0.08 0.08 0.12
1000000 and more 003 : 003 : 003 0.03 002 = 002 0.04
Sub-Tatul 0.10 013 0.1 010 010 010 0.16
Total 100.00 10000 | 100.00 = 100.00 = 100.00 10000  100.00
Share in Total Value of the Consignments
Less than 1000 03 050 044  054| 051 045 038
1000-5000 | 419 375, 382 435! 425 420  3.26
5000-10000 | 692 569 | 598 | 678 655 676 504
Sub-Total . 1147 9.94 | 1024 1167 | 1131 1141 568
10000 - 100000 5850 | 5348 | 5686 5785 5772 5773 53.02
100000-500000 | 2171 | 2849 | 2659 2350 | 2355 2385 2936
Sub-Total . 8021  81.97| 8345 | 8135 8127 8158 823§
500000 - 1000000 = 2.66 357 | 280 2.74 327 290 355
1000000 and more 566! 452 351 423! 416 412 539
Bl Tolal 8.32 809 631 6.97 743 702 894
Total 10000 -~ 10000 = 10000 = 10000 10000 10000  100.00

exporters and their distribution was examined (Table 1.9). Given the
problems encountered in standardising the exports and importer names,
what one presents here is an account of the ‘exporter names’ and not actual
exporters. The problem is more severe in small value transactions as can be
seen from the illustration of Godrej & Boyce Mfg. Co. Ltd. Given in the
following section, Interestingly, the shares remain stable, especially if the
first year is ignored. In terms of numbers, the most important one is the US$

10,000 - 100,000 range. The main difference, however, is that the distribution

of y ; ; ; .
the value of exports which too remained stable with the most important

Tanee = i . . .
B¢ being US$ 1 mn. and above, the highest ranges accounting for more

than 2
/31ds of the total exports. Thus, in each of the years, about 3 per cent

of the
ex —_ 5
Porters, numbering less than one thousand, accounted for two-

thirds of
S Of . . . .
the CXports mdlcatmg heavy concentration.
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Table-1.9
Distribution of Exporters According to Total Exports in a Year

Exports Range ;
(US$) 1988-89: 19884-90. 1990-91: 1991-92 192453 (993494 1994-95

() | @ ™) ) (5) (©) @ (8)
Distribution of Number of Exparters
Lt tharrs 1RO 9.02 12,90 1235 1377 15.37 B Be
1a0a- SER - - 277 2291 245 ns B 23 Y
5000 - 10000 14.20, 129, 1231, 13.18 12,98 1316 1158
Sub-Total | 45.99 4878 4711 5046 5210 4859 46.77
10606 1000 | 36.66 36 3542 3470 33.77, 3573 364
JORH - SR 7.36 717 7.06 6.22 5.91 678 746
250000 ~ 500000 | 107 363 3.95 3.60 120 352 a9
500000 -~ 1000000 206 263 287 2.25, 233 253 253
Sub-Total | S50.75 4779 493 4677 4521 4856 5034
1000000 - 5000000 2,69 278 285 247 221 237 29
5000000 and more, 057 O.67A 40_.741 0.415 0.48. 048 0.55:
| subTor 3.6 3.4515 _ 359 2}5! Y 285 288
Hrotal | 10000 10000 10000 10000 10000 10000 10000
| Distribution of Exports |
 Less than 1000 002 008 o002 0.04) 004 003 am|
| 1loa0-5000 | 030 032 028 0.41 0.39 036 032
S000-10000 | 058 046 041 0.63) 058 058 047
- d=10m | 6.86 5.85 551 7.56 6.84 716 720
Sub-Total 7.82 6.66 622 864  7.85 813 801
P TR000 CH0R) | 0.67 5.68 5.5 0.54) 5.82 655 668
| SR = 5000 819 6.48 6.42 8.35 6.95 7.52 7.81
| 00000 - 1000000 1062 9.28 925 a8 1011 1089 999
Sub-Total 25.48 2144 20.82 2527 2288 2496 2448
PRI~ Boagat KYRD! 29.32 723 3208 2825 2902 2658
OO more 35,58 1259 1572 3100 41.02 779 s
sub-Total a6 69 71.91 72.95 66.09 6927 6691 6747
Total L0 LORLURE XL L ERUY 10000 10000

Table-1.10 provides the distribution of exporters according to broad
Ownership characteristics. Practically all of the exporters are non-
BOvernment ones and these accounted for 95 per cent or more of the exports
n all the years. With such a high share of non-government exporters, not

sur rising . . .
Prisingly, the distribution of non-government exports turns out to be

Juite gipi
Stmilar to the aggregate level distribution (Table-1.11). Within the non-
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government exporters, however, shares of difterent sub-groups changed
over the period (Table-1.12). For instance, the share of top 100 Houses and
FCCs declined in the initial years. Top Houses’ share, however, improved
somewhat during the latter years while the share of FCCs continued to
decline. Since gems and jewellery related items contribute a substantial part
of the exports covered by the study, and FCCs and the Large 1Houses do not
directly deal in these items, it would be more appropriate to compare the
relative shares of different groups after excluding these items. Shares of the
three sub-categories of exporters were calculated after excluding gems and
jewellery related exports as also other items like primary products, etc.
While understandably shares of the two groups shares improved, the overall
pattern did not change much thus confirming the declining share of FCCs

and lower shares of top Houses.

Table-1.10
Ownership Category-wise Distribution of Exporters and Exports
Type of Exporter | 1988- | 1989- | 1990- | 1991- | 1992-  1993- | 199%-
8 | 9% 91 | 92 93 9 9
] @ L0 4) G | ® (7) (8)

_ Number of Exporters
Government, Public ; '

A Interprises & Institutions 90 99 103 101 103 96 36
B - International Institutions 1 7 5 6 7 8 5
C ' Non-Government 26,217 30,625 33,215, 36,554 | 4490a 40,031 32,814 .
D Total (A+B+C) 26308 30731 33323 36,601 45016 40,135 32,905

Distribution of Exporters
Government, Public

A ' Enterprises & Institutions 0.30 0.30 028 0.25 0.21 : 023 0.25
B International Institutions - Negl. 0.02 0.01 0.01 0.01 . 0.01 0.01
< Non-Government , 99.69 9969 . 9971 - 99.74 99.78 99.76 99 73
D Total (A+B+C) 100,00 100.00 100.00 - 100.00 100.00 100.00 10000

Value of Exports (US$ mn.)
Government, Public

A E“terprises & Institutions © 21053 22062 3TE84 17732 22001 290.99 80.93
H. International Institutions o005 0.18 042 0.34 0.18 0.52 0.13
(n ?::l:lcoyernm"m JARAT 500163 08T SAMBS 704950 632043 576480
B C46HO5 003243 725525 5592H 727579 enl7ub 584586

Bover Distribution of Exports

A gt P |

B l"h‘nmum;.,‘i"ll'nsfuuuons . 453 3.60 522 3.17 3.11 4'40. .38
o N““‘an.-lnmnmtuuo“s . Negl.  Negl 001 001 Negl. 001 Negl
D ul 9547 9640 9477 9682 96.89 9560  Y8ol

Total (A*B+C) |
10000 100.00 - 100.00 10000 100.00  100.00  100.00
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Table-1.11

Distributiocn of Non-Government Exporters According Total Exports in a Year

Value Range US$  1988-89  1989-90 | 1990-91  1991-92 : 199293 199394 199495
M (2) (3) @ ©) (6) 7) (®)
Distribution of Number of Exporters
Less than 100 9.04 1299 - 1238 13750 1540 0 1315 1395
1000 - 5000 2082 2296 | 22500 2358 2379 2236 2130
5000 - 10000 1424 0 1294, 1233 . 1321, 13.00] 1318 1140
L0000 - (00000 3667 . 3437, 3547 3472 3379 3575,  36ds
100000 - 250000 7.34 7127 703 619 580 676] 744,
250000 - 500000 405  362] 3931 358, 318| 350 388
500000 - 1000000 264 2611 284 224 © 231 252 251
1000000 - 5000000 266 275 28 234| 218|233, 231
' 5000000 and more 054 064 071 039 045, 046| 054 |
_ Tol 10000 10000| 10000 10000 ' 10000 | 10000, 10000 !
Towl No. Exporters | 56217 | 30605 | 33215 | 36554 | 44906 | a0m1| 32814
'| Share in Total Value of Exports i
" Lessthan1000 | 003 — 003 002] 004] 004] 004] 003 ]
' 1000-5000 038 _033] 029 043!  040] 0381 032
5000 - 10000 061 | 048 0431  065| 060, ‘o.g__% 048 :
10000 - 100000 7151 604 580, 778 704 r 7471 730
100000-250000 | 694 583] 538 671 597 6.§_1J_ 674"
© 250000-500000 | 850 | 668 | 673  855| 712 _ 781 785
| 500000-1000000 | _ 11007, 951 | 963 : 1064 1032 ~ 1129  10.00
| 1000000 -5000000 = 31.87 | 2984 | 2835 | 3268 | 28.72 ’ 2986 | 2668 |
| 5000000 and more ' 3352 4126 | 4335 3253 3979 | 3573 4060
Total 100.00 - 10000 | 10000 , 10000 | 10000 | 10000 | 10000

Total Value of the

Consignments USSmn. 4433 5912 | 6876 5415

Table-1.12

7050 6326 | 5765

Share of Various Categories in Total Non-Government Exports

According to Different Criteria

"After E;aﬁding C_l}gpw rs 01~

08, 10,12-14,27 and 71#

Near All Exports
Top 100 Top 10
Houses  FCCs Others Houses - FCCs  Others
(N () 3 h 5 (©) ()
1988-89 7 bel 7862 1935 871 7LYS
1989-90 064 559 8377 1742 9 Taed
:2:?3: 1041 536 8373 le6d  83v 7501
g O3 deo 8580 1500 7a2 778
S93.4 941 436 023 1531, 685 7781
405 t0.39 438 8524 1546 039 7RIS
011 426 8564 led0 562 7RIS

O1: Live A Any

Produe of
Edibto Frlm-“gmml 0

L3
egetab|,

Bals; 02 Meat & Edible Meat Ofal; 03; Fish, Maoluses, el

NUL". vie,

Bl 1 Cepeals; 120 Gil Seeds, Oleaginous Fruits,
ing, Materia

27

Alter exclud igClwa}wter 71
(Gems & Jewellery Related

) Imports)
Top 100
~Houses  FCCs  Others
(8) ) (10)
17.58 8.15 74.28
1570 8.78 75.52
15.30 797 76.67
1384 6.79 7937
[4.55 0.07 78.78
1472 6.29 78.99
14.89 571 79.40

5 04 Dairy Products, ele,; 05
fgin, nes,; Ob: Live Trees, Bulbs, o 07 Edible Vepuetabdes, Roots & Tubers; 08

el 130 Lae, Gums, el 14

Is; 37: Mineral Fuel, Qil, ete.: and 71 Natural Peards, Provious Stones, ete.



Among the uses DTR data can be put to is an analysis of the changes

in' the export markets and the export basket.  Diversification of export
markets is desirable because it not only reduccs the risk but may also
suggest penetration into new markets. On the other hand, product
diversification may be related to export house activity and/or growing
diversification of activities by companies. The present exercise is limited to
an examination of market diversification in the post-liberalisation period.
To facilitate such an examination, Export DTRs were pooled for the two
years 1988-89 and 1989-90 representing the pre-liberalisation period and
1993-94 and 1994-95 to compare the changes in the post-liberalisation
period. Non-government exporters common to both the periods were
identified. These numbered 12,035. The exporters were classified according
to the total exports in the initial period. By excluding exporters whose
aggregate exports in 19988-89 and 1989-90 were less than US$1 lakh - who
might have been counted as ‘exporters’ more due to lack of standardisation
of exporter names -- we were left with 5,246 exporters. These accounted for
85 per cent of total exports in the initial two years. The independent states
which emerged from the erstwhile USSR were treated as one country for
purposes of the present exercise since they did not exist separately in the
initial period. Herfindahl indices of concentration were calculated for each
exporter for the two two-year periods namely, 1989-90 and 1993-95 as the
sum of sduared shares of individual countries in the exports of that party.
In the extreme situation of exports to only one country, the index takes the
value of one, Higher the dispersion, lower would be the index.  The
number of companies in different ranges of the change in the Herfindahl

i-ndex and their pereentage shares are presented in Tables-1.13.

At the aggregate level, there are relatively more exporters whose
{Oncentration ratios increased than the number of cases whose ratios
declingy

However, larger exporters diversified more compared to the

SMaljyy )
) ones as in nearly two-thirds of the cases the index declined. The
Mdey |
- ln(_‘r\ i . . . .

“ased in only one-third of the cases. There are very few cases
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where the concentration remained the same. Generally, the ratio remained
the same for relatively smaller exporters.  Thus, while there was two-way
movement, larger exporters tended to cither find new markets or their
exports were more evenly distributed among the importing countries.
Comparatively more of the top 50 House companies diversified their export
markets.

The smallest group has the largest proportion of cases where the
index remained the same. Concentration increased in a comparatively
larger proportion of smaller exporters. That there was no change in
concentration in case of smaller companies in a relatively larger number of
cases is valid in almost all sub-groups. Proportion of such companies is the
highest in case of non-large house, non-FCC categories. Comparatively
more Large House companies and FCCs diversified their export markets.

Table-1.14 shows that generally, the number of companies exporting
to a single country or two countries increased substantially. This happened
particularly in case of the smaller exporters. Except in the highest bracket of
companies exporting to 20 countries or more, there has been an over all
decline in the number of companies exporting to 3 or more countries. This
shows that it was only those who were already well diversified might have
diversified their export markets further while the remaining tried to focus
on fewer markets. While at the aggregate level there are fewer companies
which increased the number of countries they were exporting to, proportion
of such cases is the highest in case of the largest exporters (Table-1.15).

Overall, the largest exporters seem to have diversified their markets
more as also sought to spread the exports more evenly among the countries,

t sy . .
he smaller ones in general seem to have tried to focus on fewer markets.
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Table-1.13
Changes in Concentration of Export Markets

Extent of Change in the Herfindahl Index

‘Less than-' 0to-10 No Change 0to10 10 & above Total  Ne.of

. 10 . ) . Exporters

[ 2 @ @ ) © ) ®) ‘.
Tap 50 Houres ; : _ - ) _ k ) _'|
0105 _ _ 3889 000 556 1LU_ _ 4444 10000 18;.
05to1 . 4444 000 N 000 4444 000 9
1t05 | 68.18 9.00 0.00 0.00 273 100,00 22
5010 7273 909 000 000 1818 100.00 11,
10 & above 6923 _ 38 000 v_q.ouf 2692 10000 2
Sub-Total 60. 47 ) 4.§a_ _3.3_31;“ 233 3023 10000 86
Second 50 Houses 4_ T S Lo
011005 5333 eesﬂ ood 1333 2667 10000 15
05101 + __44:;41_ H_o_oo o 11_.11&_ 000 4444 10000 9
©05 | 6000 004 000 000 4000 1000 %
51010 _I__ 57. 14L 14, 23 0_.09{__ 000 _ 28 51 10000 F?‘{
10 & above 62_.& 12.5 F_'__' QO(_)T_ 25. 0(’1 100 00. o """SI
Sub-Total 55.93 163 339 3390 10000 59
Other Indxa;-C_(;;Panles t___ FT -1 ) T o 1
b1 005 | 3459 793 e9l  wmsl jgg__gor_“__ 2719
05t01 -[ 35, 76§ i 741 318 729 4635 10000 850
1t05 “ 37.1 1.2 9.21, 44.35 100.00 1107
v e st e Ll il
Wé&above| 4727 1545 000 _§1& 2909 1@90 1o

SibToul | _ 304 __74r 52 76 4 % 10000 4944
Foreign-Controlled Cos. o )

011005 | 60.00 200 _“z_.oq_ o _g.oo. 320(i__ 10005 50,
05101 3939 e0d 000 606 4848 10000, W
l'to5 _ 54.55 1364 _ 000 909 _ 2273 10000 _ 44
Sto1o 70.00 0.00 000 2000 1000 10000 10
W&above 7000 5.00 0.00 500 2000 10000 )
Sub-Total 56.05 6.37 0.64 7.01 2994 100.00 157
Al Exporters a ' ’ T r e
0lt0s 3537 058 776 695 4351 om0 2795
051 36.07 721 3.22 7.10 4639 100.00 901
fosS 3y 513 .17 580 4308 100.00 1193
Fole ey 013 Lo4 933 3057 100.00 193
W&above 5337 jang 0.00 510 2744 10000 164
Reb-Total ¥7.27 7.32 499 749 4293 100.00 5240
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Table-1.14
Distribution of Exporters according to Number of
Importing Countries and Size of the Exporter
(Number of Exporters)

0] to 0.5 mn.. 0.5 to 1 mn. £ 1-5mn. 5t10mn.  10mn & . Total

Number of . i ) above
Countries Period Period Period Pertod Penad Period Period Period Periad Period Period Period
exported to | 2 | i i 2 1 2 ! 2 ] 2

m Q@G e @ ® @ any ay 13)
1 425 706 49 145 41 133 7 i 3 525 994
n 496 504 75 114 52 95 4 9 4 4 e31 72
3 410 357 9 97 66 76 7 7 3 2 ' 576 539
4 398 250 113 83 92 115 9 12 2 3 615 463
5 288 208 131 8 102 & 3 9 3§ 57 a0
0-10 | 636, 530 301 231 485 370 69 56 30 28 1521 1215
11-20 140, 205 128 124 305 205 59 50 70 58 702 662
More than | | a l i »f |
20 2 35 14 25 50 92 35 43 48 60 149 255
Total [ 2795 2795 901 901 1,193 1,193 193 193 164 164 5246 5246

Table-1.15
Distribution of Exporters according to their Initial Exports and Change in
the Number of Countries Exported to

|Size Range of Decrease/ Increase in the Number of Share in Total (%')
Exports in the Countries Exported to in the Second Period
'Initial Period ~ . (Number of Exporters) o
Decrease No Increase | Total Decrease | No Increase Total |
| ; Change | L | Change | o
") ) 13 @) 5) ©) 7 8) ) ,
0.1to 0.5 mn. 1,264» 511 1,020 2,795 45.22 13.28 36.49  100.00
05101 mn. 468! 113 320! 901 51.94 12.54 3552 100.00
:1to 5 mn. 636‘ 112 445 1,193 53.31) 939 37.30  100.00
5-10mn. 88 20 85 193 4560 1036 4404 10000
10mn &above 74 7 83, 164 4512 427 5061 100.00
All Exporters 2,530 763 1953 5246 4823 1451 3723 100.00

An attempt has also been made to look at the composition of exports
of top 50 Houses at the beginning and the end of the period. A basic
ASSumption in this exercise is that companies continue to use the respective

DOrts . ) _
POt for export of their products and if a company does not appear in the
DTRs, it o
S, 1t means that it did not participate in export trade during the year.
This is _
no doubt 4 stringent assumption and given the gaps in the data, these

Tesults
S Nee N . . . .
d to be taken as indicative and more work needs to be done to

COnfirm the i g
"¢ findings. The limited exercise suggests that while the top

- Prodye
| Lt gr()u . 5 “
PS remained the same, there were substantial changes in their
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inter se ranking (Table-1.16). While textiles continued to be the topmost
export earner, its share declined substantially. Share of the Machinery
Group also declined. On the other hand, considerable gains have been made

by the metals group.

Table-1.16
Composition of Exports of Top 50 Houses
Section :Description Share in Exporls
1988-89 & 1993-94 &
[989-90) 1994-95
() @ BCY (@

11 Textile & Textile Articles 38.01 31.79
15 |Base Metals and Articles of Base Metals | 7.54 13.92\
17 kVehicles, Aircraft, etc. o | 10.82 1348
06 Products of Chemical & Allied Inds | 15.21 11.88
07 [Plastics, Rubber & Articles thereof | 4.07| 8.2‘)‘-
16 I'Ps_-lachinm}f, Mechanical Appliances, etc. 14.37, 7.62,
08 Raw Hides & Skins, Articles, etc. 3.2_8| 142
04 IPrepared Foodstuffs, beverages, etc. 1.35 1.79'
21 Miscellaneous Goods, Work of Art, etc. 1.52 1.77
12 IFootwear, Umbrellas, etc. o | 0.98 1.36
01 'Li\-'e Animals: Animal Products _ 0.57, _ U.h?l'
10 Paper, Pulp and Articles, thereof | 0.02 0.55
18 Instruments & Apparatus, watches, etc. | 0.41 0.54
20 Miscellaneous Manufactured Artciles 0.22: 0.49
13 Non-Metallic Mineral Products 0.18 042
Others 1.46 1.0t
Total 100,00 100.00:
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Section 11
Analysis of the Import DTRs

Under a single Bill of Entry (BE) more than one item can be imported.
As in the case of Shipping Bill, for purpose of the present exercise each BE is
treated as one consignment. While each item is assigned a value and
assessed separately for duty, only the total duty levied on the entire
consignment is reported in the DIR. The; total number of import
consignments, their value and their sectoral distribution varied during the
seven years (Table-1.17). As can be seen from the last row of the Table, the
number of days for which the data was available varied widely. In view of
this, the study would focus on the distribution of consignments instead of
the absolute level of imports.

A distinguishing feature of the import data is the sharp jump in the
share of Gems and Jewellery related product group namely, ‘Natural or
Cultured Pearls, Gold, etc.’, in the last two years. This appears to be
mainly because of the relatively better coverage of Air Customs in 1994-95.
Otherwise the sections which continued to have an important place are: (i)
Machinery, Mechanical Appliances, etc.; (i) Base Metals and their Articles;
(iii) Chemicals & Allied Products; (iv) Project Goods; (v) Mineral Products;
(vi) Plastics, Rubber Products, etc.; and (vii) Textiles & Textile Articles.

The value of import consignments, in different value ranges, suggests
a high degree of skewness (Table-1.18). The number of consignments, each
with value of less than US$10,000, constituted more than sixty per cent of the
consignments but generally accounted for about 6 per cent in terms of value.
Though the percentages varied over the vears, the number of consignments
in the lower ranges accounted for at least half of the consignments but their
share in Imports remained quite low; the maximum ever reached being 7 per
ce

nt, . i :
On the other hand, the number of large consignments each with US$

100,00 )
)0 and above, while accounting for about 5 per cent of the total

cons;j
NSignments accounte
The y

its sh

d between half to two-thirds of the exports value.
aNpe
8¢ of US$ 10,000 - 100,000 has turned out to be an important one as

are in the . .
humber of consignments an in value was substantial.
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Table-117

Some Basic Details of Imports Values

Section
(i

Live Animals: Ammal Produts

Veyetable Praducts

LEr I R Bl

Mineral Products
b Products of Chemical & Allied

_ Industries B
7 Plastics, Rubber & Articles thereof

=

_ B: Raw Hides & Skins, Arlicles, ot
1 9 Wood & Articles of Wood, etc.

Arimal or vegetable Fats, 0115 ete.
. Prepared Foodstulfs, beverages, ete. :

!

| 10" Paper, Pulp and Asticles, thereaf_|

| 11 Textile & Textile Articles

' 12 Footwear, Umbrellas, etc.

| 14 Natural or Cultured Peatls, Gcld,

l i Silver,etc.
| 15 Base Metals and Articles of Base
\_ N Metals S

161 Mmhmew Mechamcal
' | Appliances, etc.
.\ 17' Vehicles, Aircraft, etc.

' 18 Instruments & Apparatus,
. walches, etc. o
19 Arms & Ammunition, etc
20 Muscellanesus Manufaclured
Articles
21 Miscellaneous Goods, Wark of
Arl, ele.
C 22 Project Goods
Al Sections
Amount (Rs, Cr)
Amount (US% ma.)
Na. of Days Covered: Sea
Alr
N of Consignments

No. of Revords

|

1UKR-89 T9RY-tH) W)t}

@ G
135 108
376 187
_ .,91 109
027 029

144 3%

1259 1495

699 740
0]1\ 0.14)

460l 478 _
008 011
062 068 _

1895, 23.69
|
1788 N4
_237] 266
_218 304
0z 0.0
017  Olo
850 168
7.08: 5,04'
100,00 100,00
e g8
e,018  Soedow
197 R
EATY BN
190,778

205805 290002

027 _030
a1y 43

|
0.83 1.69
_____\l —

@ 5
1a (L34
s 29y
105 L0
0, 18. 0.31
84" 407
1399 14.59
637 924

012 02
033 028

__51'05',' _ 432
402 404{
007 008
068 073

. L
L5t 085
i !
1915, 1897
] |
1940 21.98!
507, 261
282 257
i

001 010
|

013 023

20 013
585  10.34

10000, 100,00

172 e
o o7 4,393
7o
sy 2

RERGE

L78ART 220 1787

2EA W

() )
0.20
2.43;
i 72;'

0.34,

159

1637

67
0.1
04s

467
515

0.07

2.62

20.42

2132
_2_.42%

201

00
0.1

003
8.25

100060
EAt)
4,884

AR
2H

065 _

{Percentages)

LOUT-42 Jyuz.4uy g9t

SHTNES

(7) )
012 .32
298 256
080 1408
021 133
318 77
193 1055
464, 545
0.07; 0375
022 037 '
405 33
432 S4¢
oo oo
044 043
S— l ..___._?;
1852 1804
}
_ 1408 1513
\
2003 1603
44 20
243 163
001 001
i
009 018
: .
002 0ol
764 810
10000 100.00
20656 18430
60389 5,833
ﬁ‘l}" 5t]
217 B}

1,792,849 210,110 121,93

275,824 311,798 LBA D



Table-1.18

Distribution of Import Consignments According to their Value

Value Range US$ ~ 1988-89 | 1989-90 ' 199091 @ 199192 '~ 199293  1993-94
" - R
Distribution of Numbar of (,onmgnmenls
. Less than 1000 2129 . 1970 2018 1940 18.90 19.00
2. 1,000 - 3,000 2586 2429 2456 2323 2370 2416
3.5,000 - 10,000 T e 68 | 1534 1488 1557 1592 1620
Sub-Total (1103) _'! 6. 83 k 5934 | 5961 N 58.20 58.51 59.35
4.10,000 - 100,000 T 3283 | 3544 T 3546 3807, 3697 3582
| I |
5.100,000-500000 458 ' 449 . 42 3w 397 41 i
6. 500,000 - 1,000,000 045 | 043 043 029 03 041
7.1,000,000 - 5,000,000 029 0290 025. 02 018 0%
8. 5,000,000 & above [ 02| om | om| Tom| o2 o002
"~ Sub-Tolul f5 w8 | 5| 522 _Eﬂ_“—s;z 453, 482
Total (1t0 8) | 10000 [ 10000 [ 100.00 | 20000 | 10000 10000
Share in Total Value of the lue of the Consignments ) ) .
Llessthan1000 |~ 023 ] 021J 022 o024| o ij__ 021
2.1000 - 5000 227 215 | 216 248 231
3.5000 - 10000 347 364 | 3.49 | 437 | 406 | 379
Sub-Total (1103) | 596 | 600 —SEJ,V T709 ! 659! 609
4.10000-100000 T ja_z_e?t_}?:&i_r 3455 | 43, 691 3875 3426
| N A o
5. 100000 - 500000 29.40 2871 | 2678  23.68 27.14 25.95
s0m-tom o1 ass T e 7m, sm s
7.1000000 - 5000000 1777 ° 1745+ 1533 14.36 1144 15.74
8. 5000000 & above 400 264 801  3.44 731 9.07
Sub-Total (5 10 &) 6137 5865 5950 4922 .  Biob  59.65
Total (1 to 8) 10000 10000 . 10000  100.00

100.00

«

100.00

210

1994-95

(8)

1172
20080
1584
4836 |
43.24 |
1
7.014}
0.85
0.50 '

004

Thus even if the consignments worth US$ 10,000 or less are ignored which

account for more than half of the total number of consignments, one would

be covering over 90 per cent of the value of imports. This has significance

from the point of monitoring import trade.

What is also important is that over the years the share of lower ranges

decli : : . : N
ned Suggesting progressively larger consignments possibly indicating

Browth in de

mand for imported goods following liberalisation, price rise

ab
Toad and Imports of larger quantities possibly for stock and sale. Unlike

the gj
Istribution pattern of exports, small-sized consignments held a



relatively smaller share in the overall imports. The pattern of exports is
noticeably different when compared to the pattern of imports.

Importers do not obtain their supplies in a single consignment or
from the same souvrce. There could be multiple import consignments
depending upon the items imported, the suppliers, and the time of import.
Along with an analy:is of the consignments it is, therefore, necessary to view
imports in terms of the identity of the importers. As explained above, an
extensive exercise to standardise the importing and exporting parties was
undertaken. Given the large number of consignments, the exercise
obviously suffered from certain limitations. After the initial level of
standardisation, special attention was placed on the importers with
relatively large imports. In any case, in each of the years, those importing at
least US$0.25 million worth of goods were paid special attention. Thus in
the lower ranges what appears as number of importers can be more
realistically referred to as importer names instead of importers as such. For
instance, Godrej & Boyce Mfg Co. Ltd appeared in 587 different ways in the
original DTRs and even a simpler name like Mazagon Dock Ltd was entered
in 168 ways. After the series of standardisations we noticed that the two
have been reduced to 44 and 36 different forms respectively. In the
computations, this case will be treated as 44 different ‘importers’. Table-I-19
shows the frequency distribution of ‘importer names’ after the series of name
standardisations in case of ‘Godrej & Boyce’. The main name which has been
used for classification purposes, accounts for nearly 97 per cent of the total
imports of ‘Godrej & Bovce’. Thus in the standardised data file what
aPpears as importers should strictly be considered as ‘importer names’ and

[n“t importers ag such. For the sake of convenience, however, these would be

T O .
referred to as importers onlv.
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'I’able -1.19

Multiple Forms of Gedrej & Boyce Mfg Co Pyt 144
Remaining in the Data File aft¢r Standardlsatlon of Importer Names

Importer Name

(n

N of
Oecurremees

2

Value of Imports-
(US9):
(3) :

JGODRE] & BOYCE MFG CO PVT LTD 32 10,756,312.56,
IGODE] & BOYCE MFG COPVTLTD __ 3 53,098 34
_|GODRE) & BVOYCEMFGCOPVT 1 28,055.61
GODED & BOYCE FG CO LTD __ A 24,435.26
'GODRF] & BOCYCE MFG CO LTD _ 5 23,660.81"
‘GODRE] & BPYCE MFG CO LTD S 1 23,457.69
GODJE] & BOYCE MFG CO LTD _ 1 21,275.90.
CORREL & QANUCE MEGCQ (TR _. B 2. _ PRILAN,,
GODRL| BOYCE CO PVT LTD L . 2 18,608.33
(GODREH & BOYCE MFG COPVT LTD. . . . 3  13,497.03)
lcopr) & BOYSCEMFGCOLTD | . __ 4 AL974. :»n
|CODRE & BOYCEMFGCOLTD . L .. __ 2 _ _ 1077028,
"|GODRE] & BYOCE MFG CO PVT LTD _ 3 _ 1041534
iGODRE] ANDDBOYCE MEGCOLTD  _ S B | N __10,26218
GODJRE] & BOYUCEMFGCOLTD  ——. _— . ...h._ = & %.1?__}U|
\GODRE) BOYCES MFG CO LTD — o ] N 771869
/GODRG & BOYCEMFGCOLTD L . 2_ 716043
_ ‘GODRE} & MFG CO LTD o ot 700940
‘GODERE]| & BOYCE MFG CO LTD B . A 6,741.15,
‘GODRE] BOYCEMFGCOLTD I (R 6,666.45
GODREJBOUCEMFGCOLTD . | . _ &~ 565214
GODREJ & GODREJCOLTD I R | 5,518.76,
GODRE] & BOYCE MFG CO LTD — li T aa7esd
“GODRED] & BOYCE MFG COPVTLTD, BN 402187 371
‘GODRE} & BOOYCEMFG COLTD 1 — 3:873“);
GODERAJ & BOYCE MFG COPVTLTD __ _ _u_ 252637
GODREE] & BOYCE MFG CO LTD . I 2 225869
GODAE) & BOYCE MFG L bl oo L0
GODRE) & BBOYCEMFG COPVTLTD ._ - R T X )
GODRE] & GOYCE MFG CO LTD o S 1 110001
GODRLEJ & & BOYCE MFG CO LTD _ _ 1 942. Hﬁ
'GODREJ( & BOYCE MFG COLTD I 893.39
GODARAJ & BOYCE MFG CO LTD I, 794.29
GODREJJAND BOYCE 1 748 94
‘GODREJAND MFG CO LTD l 72033
‘GODRE]J & BPOYCE 1 68979
‘GODREJH & BOYCE MFG CO LTD 1 637.60
GODRE] & OBUCE MFG CO LTD 1 621.95
‘GODREJ BOYCHE MFG CO LTD 1 607.87
‘GODEW] & BOYCE MFG CO LTD ! 25287
GODREJ & OYCE MFG CO LTD 1 17512
GODREJ & JBOYCE MFG CO LTD 1 171.82
GODRJE & BOYCE MFG CO LTD 1 67 58
GODREJ & CO MFG CO I.TD ! 10.35
Totaj 587 11,110,025.05



Understandably, the skewness in distribution becomes more
pronounced when the distribution of importers was examined than what
was observed in the case of the consignment distribution (Table-1.20). The
overall number of importers varied and ranged between 23,000 to about
30,000. The value of imports by nearly half the number of importers was less
than 1 per cent. On the othe: hand, the number of importers, each importing
more than US$0.25 million worth of goods in a year ranged between 2,000
and 2,700 thus constituting a maximum of 10.60 per cent of the total number
of importers in any year. Incidentally, these are also the ones on which
special attention was paid while standardising the importer names. Their
share in imports value was far higher at about 88 per cent. At the higher end
of this range were less than 200 importers in each of the years (except in
1993-94 when it was slightly higher at 210) who accounted for about half of
the total imports.14

There is thus a high degree of concentration at the top. This is not
surprising since the DTR includes major public sector importing
enterprises also. Table-1.21 shows broad ownership group-wise
distribution of importers and the corresponding share in imports. The
number of Indian public sector organisations engaged in imports was
quite small but their share in imports value was substantial. In 1988-89
their share in imports was a little above 30 per cent. Over the years,
however, share of the sector declined and towards the end fell to almost
half of the initial value. Correspondingly, the private sector’s share
increased and reached about 84 per cent by the end of the period. The
share of international organisations was only marginal. As the next step
we, therefore, look at the imports of private sector importers. Table-1.22
shows the distribution after excluding importers that fall under
GOVernment companies, departments, hospitals, universities and colleges,

e i . o . .
mbassies and other supra-national bodies like U.N. There is a change in

——
4

I'he : . . . : . .
ere s still considerable scope for standardisetion of names which may result in the share of

hipheyp o . . . . . . .
l gher ranges increasing, further and a costesponding reduction in the number of importing,
DAty
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the relative significance of the highest range but the skewness still

continues.

During 1988-89, the top

2,000 importers with at least US$0.25

million or more of imports each accounted for 83 per cent of the Indian

:mports by the private sector through the two major Customs Houses. In

subsequent years though the numbers varied, their share continued to be

high and ranged between 82 and 86 per cent.

Table-1.20

Distribution of Importers According Total Imports int a Year

Value Range US$ 1988~ 89 1 198990 ' 1_930_91 4? 1991-92 | 1992-93
e N GO - N A O S R B - B
o _t_nl_m_tmp_g[ Number of lmpo;ters o
Less than 1,000 | 2028 | 19631 2052, - 2113 2092 l
1,000 - 5,000 ] 1851 {  17.89 ! 1838 1807|1691 _
5,000 - 10,000 % 1198 12 15 “;11.87 o3l a8 |
10,000 - 100,000 | 3507 t 357 79 _____ 3515 | _3;(_)_1” 3553,
SubTotal ) 8585 5. 45 8592 8594 | 8455
100,000 - 250,000 1 665 _6s1| 7696_:{ 635 6% (
250,000 - 500000 1283 l 3121 308] 302, 343 .
| 500000-:0{!0000 | 180, 198 *l-?ﬂ‘, g,gg_f 205!
Sub-Total | 12_28_ o9t} 1138 } 11.36_}_ 1246
1,000,000 — : ! |
5,000,000 P22 195 210 213 230
5,000,000 and more (.65 069 . 060 057 07
Sub-Total 2,88 : 263 271 . 2.70 2499
Total 100.00 J 100,00 100 0g 10000 10000
No. of Importers 20,248 - 27755 29,707 5887 0 M4
Share in Total Value
Less than 1,000 0.02 0.02 0.03 0.03 003
LO00 - 5,000 024 0 0.24 0.28 023
>.000 - 10,000 0.42 ad5 042 0.48 041
10,000 ~ 100,000 5.85 | 0.32 ‘ 5.82 .08 0.08
00,000 - 250 000 B.55 7.04 '_ ©.5) TA7 635
Sub-Total 5.06 547 183 5.68 548
250,000 - 500,000 4.81 | 557 . 522 | b.04 0.01 |
500,000 - 1,000,000 0.20 H.99 | 0.57 7.9h 7.20 |
Sub-Totul 1607 1803+ 1662 19.65 1875
1,000,000 - ' ' ' '
5,000,000 2047 2076 M62 MB8 2daoo
>:000,000 angf more 54.91 5017 5525 4800 4985
- : ! : R -
MTowl 77391 743 6870 7287, M5
\,,MUGT(':‘J‘:‘“ 10000 10000 . 10000 | 10000 | 10000
S$mn) 6018 5db6  6d67 4593 . 4888

1993-94

9

1@54"

_16.81

|

11464

83,42
7.07

3561

!

363,

2.40
13.10

275

.

073
348
10000

28,846

7611
100.00
6,589 \

1994-95
63}

100,00

22,766

2516
49.84
74.99

100.00
5,835



Table-1.21

Importer Category-wise Distribution of Importers and Imports

I Importer Categofy 1988- 1989- 1990- 1991- 1992- 1993- 1994-
89 90 o 9 93 94 95
(1) () 3 (4) () () ) (8)
A Government, Public
. . Enterprises & Institutions . 1.82 . _ 1.84 1.71 1.78 1.73 1.43 1.35
B - International ; ’ .
. ; Organisations _ 0.4 0.60 0.47 0.53 0.32 024 19
"C  Non-Government T '
' Importers 97.71 179756 9782 9769+ 97.96 9833 9846
D Total (A+B+C) 100.00 | 100.00 100:00  100.60 10000 10000 = 100.00
' No. of Importers 29,858 | 28391 30,557 26,543 24986 29483 23,483
“A Government, Public N '
o Enlerprises & Institutions 3144 | 2794 0 2974 2434 2421 1842 1628
- B | International | I
Organisations | 042] 051, 028 046' 037 028 016
C | Non-Government : j L ’ |
|| Importers 6814 | 7155 69.97 | 7520 | 7542 81301 83.56 -
D | Total (A+B+C) _ _ ] 100.00 | 100.00 | 100.00 ; 100.00 | 100.00 ' 100.00 jrloo 00 |
| Total Value of Imports 6,018 | 5,466775_ 6,167 | 4,593 4 §88 6589 5835
Table-1.22
Size-wise Distribution of Non-Government Importers and their Imports
Value Range US$ | 1988-89 | 1989-90 | 1990-91 | 1991-92 | 199293 | 1993-94 | 1994-95
N ¢ * E SO - IS A @ e ] @ @D_ 1 8 _
sttrxbuhon of Number of Importers ) o
Lessthan1000 | 2060 | 1989 2083 | 2149 2123] 1980: 10.69
1000-5000 | 1883 | 18081 ~ 1864 1827 1714 1695 1559
5000-10000 | 12141 12267 1204 1190 1132] 1158 1240
10000100000 |~ 3487 3569 _ 348 3475 3541 T 3583 4203
100,000 - 250,000 | 6.56 677~ 827 628 690 703 86l
Sub-total 93000 9270, 9284 9270 @l 90.89 89.33
20000500000 | 274 302| 303|296 | 3311 357, 436
500000-1,000000 172 186 ] 1881 1811  201| 234 265
Loowoeo-5000000 2051 188! T 186 201, 216 259 2.93
3,000,000 & above 048 052 049 042 0511 06l 0.74 |
Sitb-total 7.00 .30 736 730 8.00 9.11 10.67
(1,999) ~ (1,976)  (2,139)  (L846)  (1,914) | (2.584)  (2,392)
Total 040 10000 10000 10000 10000  100.00  1U0.0
(28577) © (27.079) (29,058)  (25920) {23427} (28.305) (22415
Share in Total Value of the Imports )
Less than 1,000 0.04 0.03 0.04 0.04 0.04 0.03 0.02
1,000 - 5,000 036 0.34 0.34 0.37 030 024 0.20
2000 10,000 061 062 059 064 054 045 042
11(?6080—‘]00'000 8.35 860 8.0 8.64 7.86 065 6.78
000 - 250,000 7.15 74! 6.04 7.30 7.01 5.91 6.25
- u:’\:: fotul 1650 1699 1571 1698 157 13280 1367
00,6 = 300,000 b.68 7.35 7.17 7.66 753 661 7.15
- 1,000,000 8.50 944 8.89 9.91 9.24 8.60 8.42
1,000,000 - ' '
5005'5‘(‘)‘(‘)’;:““ N 2906 2578 2739 3029 2045 2936 2829
S s;hnve . 3927 4043, 4085 3516. 3804 4216 4248
— 8350 83.01 8429 8302  &hle 8672 8633
Value L g 10000 - 10000 ' 10000 1000p 100G 10000 100.00
Vot by, mn) 4,101 aor | 4316 3,454 3087 5357 4,876

u vack ' . ‘
'es in brackets are number of ‘importers’.
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Within the non-government importers, Indian importers have a
substantial and growing share. On the whole, all the three sub-categories of
non-government Indian importers namely, companies belonging to Top 50
Houses, the next 50 and other importers increased their shares (Table-1.23).
That of foreign controlled companies, however, increased in the initial years,
but declined towards the end. These results could partly be due to the
sudden increase in the share of the Gems and Jewellery category in the final
two years. The overall shares of the three categories of importers were
reworked out to see whether this had an impact on the observed shares. If
one takes such imports in which the Large Houses and FCCs have very
limited role, the relative shares change significantly. While that of Top 100
Houses increased, that of other Indian importers declined. Share of FCCs

declined but not to the same extent as in the combined position.

Table-1.23
Share of Various Categories in Total Non-Government Imports
According to Different Criteria

T — (”“' ~ All Imports After Excluding Chapters Oﬂl-ﬁf‘te_r;;cl_ud_ing Chapter 71 '
‘ 08, 10, 12-14,27 and 71# - (Gems & Jewellery Related
Year _ S o i __ _ lmports)
"Top 100‘\ Top 100 | ] iTop 100 | ,

, i Houses . FCCs | Others | Houses { FCCs | Others | Houses | FCCs | Others
L @ ® ., @ e e T E ] e
1988-59 642 1360 5798 2930, 1425 5645 1957 1359 6689
198990 284¢l 1332 58220 2861] 1368 5772 2065 1325  66.10
194007 782 1399 5819 2898 1452 5051 1973 1385 bod2
199192 824 1447, 5728 2878 1503 Sod8 21042 1450 6409
199293 827 1375 5798 2939 1409 5652 2186 1376 6478
1993.94 2003 1104 6293 3250 1406 5338 2501 1376 of.23
1994.95 2730 1040 6230 3297 1292 5411 2629 1274  oQu”

# Fora description of the codes see Table-1.12.

It does appear that Indian Large Industrial Houses retained their
share in private sector imports in the liberalised regime. They had, in the
latter vears, even improved their shares. On the other hand, share of
foreign-controlled companies declined slightly.  One factor that seems to be
feSponsible for the changes in relative shares is that the national industrial

oh . . . .
Policy wag liberalised making many private sector entrants to enter and
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expand in areas that were hitherto reserved for the public sector. Many of
such entrants being new they might not have been taken note of while
generating the list of top Houses by CMIE. A second refevant factor is that
the booming stock market enabled many non-house entities and non-FCCs
to take.up large projects. This happened especially in the metals industry
requiring heavy investments. Out of the top 50 non-government importers
in 1994-95, there were 12 companies who were in basic metal industries. The

other important categories were textiles and gems & jewellery.



Section I1]
Transfer Pricing in Trade Transactions

In this part of the study an attempl has been made to-view at the
'grey' area where there is potential for 'transfer pricing'. Transfer pricing
refers to prices at which goods and services are exchanged between business
associates. This practice is often associated with transnational corporations
in situations when prices could be consciously fixed to benefit one of the
transacting party. Prices fixed under this practice are different from market
transactions between unrelated parties (ie. arm’s length prices).
Operationally, transfer pricing takes the form of over and under invoicing
and is motivated by a desire to negate government regulations may it be in
the field of corporate tax, excise or custom duties, currency regulations,
norms on business profits, or in licensing of production and guidelines for
other business payments. It could even be related to the extent of ownership
as between wholly-owned subsidiaries, joint ventures and various other
degrees of outside ownership. For instance, in case of part owned
enterprises (e.g., listing on host country stock exchanges), the foreign
company would only get a share in profits proportionate to its share in the
enterprise unlike in a wholly-owned subsidiary. The capacity to indulge in
transfer pricing is a direct function of the international network of business
associations while the need for it is dictated by taxes, duties and ownership
levels. In this sense, TNCs are more conveniently placed to effectively
practice transfer pricing as also the need to practice for the same.

Transfer pricing is, therefore, often discussed with reference to
Intra-firm trade across national borders. However, there are instances of
transfer pricing between companies which are neither subsidiaries nor a
bart of the same corporate group and the two may even be residents of the
Same country. Tie-in clauses in licensing agreements or technical or

fi ; , . :
nancial collaborations may make it obligatory on one party to purchase
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goods from the licenser or parties designated by the licenser. The supplier
and buyer need not be TNCS; the two could be personally related or have
close business association. The phenomenon of buy-back agreements and
selling agencies involving NRIs and OCBs is a case in point.

Over the past few years, Indian investments abroad are growing fast
(Table-1.24). In addition to the officially established joint ventures, there are
a number of foreign subsidiaries of Indian companies and other foreign
companies in which Indian companies own share capital. Table-1.25 shows
an illustrative list of overseas companies in which a few leading Indian
companies/houses hold shares and/or Indians are directors. The growth in
Indian direct investments abroad underline the need to broaden the scope

for detection of transfer pricing to focus on the Indian enterprises as well. !

Table-1.24
Indian Direct Investment Abroad
Year Amount
(End-March) (US$ mn.)
€0 (2)
1987 97
1992 247
1996 481
1997 618
1998 706
1999 1,707
2000 1,859
2001 2,373
2002 3,012

Source; Reserve Bank of India.

The policy with regard to investments abroad by Indian enterprises has been relaxed over time.
From earlier investments abroad were allowed mainly through export of capital goods. Now
companies can acquire enterprises in other countries through direct purchases. Budget 2001-02,
for instance, doubled the outward limit investment from US $ 50 million to up to US $ 100
million on an annual basis through the automatic route. Similarly, Indian companies making
YVerseas investment in joint ventures abroad by market purchases were allowed to do so
without prior approval up to 50 per cent of their net worth. The earfier Himit was 25 per cent.
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Table-1.25

Hlustrative List of Foreign Subsidiaries and

Affiliates of Indian Companies

Birla

P.T. Indo Bh.rat Ravon Co. Limiled, Indonesia

Alexandna Carbon Black Co., S.AE.

Birla International Ltd. - Isle of Man

Thai Rayon Public Company Limited, Thailand

| —
A.V Cell Inc., Canada

Induphil Textile Mills Inc., Philippines

Thai Carbon Black Public Company Limited, Thailand

IMD Lusanne, Switzerland

Tata AG., Switzerland

Tata Inc. USA

Tata International AG., Switzerland

Tata Technologies Pte Ltd,, Singapore

Tata Enterprises {Overseas) AG

Tata Limited

Tata Precision Indusiries Pte Ltd

Tata Tea Inc

Tata Tea (GB) Ltd., UK

Tata Technologies, USA

Tetltey Group Ltd, UK

I
Zee Telefilms

Expand Fast Holdings Lid, British Virgin Islands

" Winterheath Co wtd, British Virgin Islands

Zee Multimedia Worldwide Lid, British Virgin Islands

Zee Telefilms {International) Ltd., British Virgin Islands

Asia Today Ltd.,, Mauritius

Asia TV (USA) Ltd., Mauritius

Asia TV {Africa) Lid., Mauritius

Software Supplies Intl. Ltd., Mauritius

Zee Multimedia Worldwide {Mauritius) Ltd

-

Expand Fast Holdings (Singapore) Pte Ltd

Asia TV Ltd., UK

Zee TV USA Inc, USA

Zee TV South Africa {Pruprictary) Ltd

i Asia TV {Netherlands) Ltd

| Lalbhai
Arvind Overseas {M) Ltd.

{l LJ_J L!JLl B O O ¢4Jtt L LL_JL.?

Arvind Worldwide Inc., USA

Arvind Worldwide (M} Inc

Big Mill Lauffenmuhle Grbl 1, Germany

Mahindra

Mabhindra Consulting Inc.

MBT Internationaj Inc

f MBT Gmbh

L1

Mahindra USA Inc.

Mahindra Intertrade (UK) Ltd

-
NIIT

NIIT {(USA) Inc

NUT Europe Ltd., UK

NHT Europe GmbH, Germany

NIHT Nordiska AB, Sweden

NIUT Benelux, Netherlands

|_______NIIT Middie East EC, UAE

L




NIIT, Epypt

NIT Middle East WLL, Bahrain

NIHT Bangladesh

NIIT fiong Kong

NIT Asia Pacific Pte Lid., Singapore

NIUT (Malaysia) Sdn Bhd, Malaysia .

NUT (Thailandi Ltd

NHT fapan KK

NUT Asia Pacific P1y Lid., Australia

NIT Belpium SA, Belgium

-

Ranbaxy

Basics GmhH

Ranbaxy {Netherlands) B.V.

Ranbaxy (SA) Pty Ltd.

Ranbaxy {U.K.; Ltd.
Ranbaxy Epypi Ltd.

Ranbaxy Europe Ltd.

Ranbaxy Ireland Ltd.

Ranbaxy Nigeria Ltd,

Ranbaxy Pharmaceuticals B.V.

Ranbaxy Poland Sp- zoo

] Ranbaxy (Guangzhou China) Ltd.

Ranbaxy (Hong Kong) Ltd.

Ranbaxy (Malaysia) Sdn. Bhd.

Ranbaxy PRP {Peru) S.A.C.

| Ohm Laboratories Inc.

Ranbaxy Pharmaceuticals Inc.

L Ranbaxy Schein Pharma LLC.

Asian Paints

Asian Paints {Mauritiug) Ltd.

Asian Paints {Internativnal} Ltd. -

Asian Paints (Middle East) LLC

Asian Paints (Nepalj Pvt Lid.

—
Asian Paints (South Pacific) Holditgs Ltd.

Asian Paints {Tonga) Ltd.

Asian Paints {57} Lid.

Asian Paints {Vanuatu) Lid.

Asian Paints {Queens Land) Ltd.

| Asian Paints {Lanka} Ltd.

Asian Paints {Bangladesh) Ltd.

| Reliance

L Reliance Infocom Inc

Reliance Technuolopies LLC

S —

Reliance Infocom BV

Reliance Europe Ltd

I_mani R
_ Adam Globa! Ltd., Mauritius
Adani Global Pte L1d, Singapore
Adani Global 2L, UAE
HCL.

HCL Technologies Bermuda Ltd

HCL Technulogies America Inc., USA

HCL Technolopies Europe Lid, UK

HCL Technoloyies Sweden AB

HCL Technolopies (Netherlands) BV

HCL Technulopies Gmbi{, Germany

| HCL Technologies Schweiz AG, Switzetland

HCL Technslogies ltalvy SLR
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HCL Technolagies Belgium NV

HCL Technolugies Australia Pty Ltd
HCL Technologies (New Zealand) Ltd
HCL Technolopies (Hony Kong) Ltd
HCL Technoiopies Japan Ltd _
i HCL Technologies South Africa (Propriclary) Ltd .

| HCL Holdings GmbH, Austria
HCL Capital Pvt. Ltd., Bermuda
Intelicent fnc., USA

| nfosys

| Yantra Corp., USA N
EC Cubed Inc., USA )
Alpha Thinx Mobile Phone Services A, Austria ]

Asia Net Media {BV1) Ltd,, the British Virgin Islands
CiDRA Corporation, USA

TASDIC Park Company, Japan
M-Commerce Ventures Pte Ltd, Singapore j
On Mobile Systems Inc., (formerly Onscan Inc.) USA
Stratify Inc,, {formerly PurpleYogi Inc ), USA
Workadia Inc., USA
Satyam ]
Vision Compass Inc.
L Satyam Manufaciuring Technologies Inc.
Satyam (Europe) Ltd
Satyam Asia Pte Ltd
Satyam Japan Ltd
Wipro
Wipro Inc. USA ]
—

Enthink Inc. USA
Wipro Japan KK

Apart from the spread of overseas investments by Indian companies
which could increase the scope for transfer pricing, a point that needs caretul
consideration is with regard to imports from trading companies. In case of
imports from trading companies, the manufacturer remains in the
" background. Use of the intermediary could help avoid scrutiny under
transfer pricing regulations. The possibility of an understanding between
the two is high if the manufacturer and supplier belong to the same country.
To gain an idea of the role of trading companies on the one hand and related
party transactions on the other, the import DTRs for the year 1994-95 were
examined. DTRs of importers belonging to the top 100 houses and foreign-
controlled companies were separated from the main file and names of the
Suppliers were standardised. For each importer, individual suppliers were
€xamined from the point of whether the latter had any direct or indirect

equity participation or technical collaboration agreements with the importer.
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Apart from the general trading companies of Japan? other trading companies
were idertified from among the suppliers. The sharés of different categories
of suppliers according to the type of importer are shown in Table-1.26. It is
pertinent to note that the share of parents and affiliates is the highest for
~ foreign-controlled companies as they procured at least one-third of their
total imports from such entities. Illustrative cases of FCCs impor.ing from
their parents and affiliates are shown in Table-1.27. In the case of Indian top
houses too, the share is substantial at about 10 per cent. Interestingly,
supplies by trading companies formed a major portion (nearly one-fourth) of
imports of Indian large houses.

More direct and recent evidence confirms the extensive inter-branch
transactions by TNCs. For instance, Asea Brown Boveri Ltd reported that it
transacted, in addition to the holding company, with as many as 136 fellow
subsidiaries during 2001. Interestingly, there was no mention of any singly
foreign affiliate while the names of Indian affiliates were given. The
company imported raw materials and components worth Rs. 164 crores. It
has been stated that the total purchases of raw materials and components
from fellow subsidiaries during the year was of the order of Rs. 136 crores
thereby implying that the fellow subsidiaries accounted for 83 per cent of
such imports. * Similarly, Ingersoll Rand (I) Ltd also reported only the names of
the foreign holding company and fellow subsidiaries. In its case too, transactions
v..th such companies accounted for bulk of their imports and exports. While
total exports during 2001-02 amounted to Rs. 80 crores, sales to the holding
Company and fellow subsidiaries were of the order of Rs. 79 crores. Similarly,
gainst the Rs. 68 crores worth of import of raw materials and components,
Imports from these related parties amounted to Rs. 51 crores.* An examination of

the Annual Report of Gillette India for the year 2001 also brings out a similar

Phonomenon,

1 .
}h""“" are called Sope Shosha. The seventeen General Trading companies belonging W the
ﬂﬁ?? Foreipn ﬂTrndu Council arui Hitachi High-Technedogies Corp, Nochu Carp, lwfmni
f‘villq:‘c‘-“.”nl]]' (.urp,l Kalni:'m(?llsu Corp, Kawa‘shx‘l Corp, k?m\l'.z Cn‘l-td., .T\‘Iarubum L‘urp.
.,‘L“]:“L‘I'lhhl Corp, Mitsui & (‘U." Lid., Nagaﬁc & o L!d‘, Nichimen Corp, ‘Niﬁshn l‘w.u Carp,
h”l.wi“ Bllril.‘i.nn Corp, Sumitomo Corp, Tomen Corp and Toyota Tsusha Corp. See:

AwWww e orgp/english /sogoshosha_e /outlime_e.him
fown Boveri Lid., Annual Report, 2001

:Aﬁuﬁ B
Nidyire
Bersoll Rang th Lad., 30" Annual Report, 2001-2002.
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Table-1.26

Shares of Different Types of Suppliers in Imports: 1994-95

(5)

Importer Category Share of the Suppliers ()

; Parcnts,. Afflhate‘, i Trading ‘ Others Total

Collaborators & EPC  Companies

Cos. ,

(1) (2) (3) ()
Foreign-Controlled Cos. _ 33.88 10.51 556! 100,00
Top 50 Houses 9.54 23.78 60,68 100.00
Second 50 Houses 11.65 20206 62.08 100.00
Total 16.606; 20,70 €2.64 100.00

Generated from the DTK data.

The importance of trading companies can also be seen from the fact
that out of the top 25 suppliers for the large house companies and FCCs, the
top five are trading companies (Table-1.28). Out of the remaining 20 another
10 can be termed as trading companies. Two EPC companiesS were also
supplying entirely to the companies with which they had approved
collaboration agreements. There are only four companies which appeared to
supply entirely to unrelated parties.

It is interesting to note that Tata Incorporated of USA, belonging to
the Tata House, is among the top suppliers and it stood at the 17t
position. According to the House, the company specialises in all facets of
global trading, including the purchase of capital goods and machinery,
raw materials, the chartering of vessels, etc. In the US, it arranges delivery
of the goods to customer's premises. All products of Tata Steel and Tata
SSL are exclusively handled by Tata Inc. Apart from handling products
manufactured by Tata Companies, it also markets products manufactured
by other steel plants in India. It purchases equipment, spares and raw
Materials mainly for Tata Companies. It offers its services to other
COmpanies too.* In this background, it is no surprise to find that apart
from Tata House companies, among, its consignees in India are: Bombay

D.\’eing, Mahindra Ugine, Kalyani Steels, and Mukand Ltd.

T—

5 o
) Englncerm
5

hllp;

g, Procurement and Construction companies.
//www lata.com/tataine/ index.htm
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Table 1.27

IHustrative List of Foreign Controlled Companies
Ymporting from their Parents and Affiliates

Linporter
Abbott Labs Ltd

Total
Alta Laval India Ltd

Total *

Ashok Leyland Ltd
Total

Atlas Copeo (India) Ltd

Total *
BASF India Ltd
Total *

Bayer India Ltd

Total *s
Bharat Shell Pyt Ltd

Total *

Birla 3M Pyt Ltd

Total

Black & Docker Bajaj Pvt Ltd

Total »

,('.W Kav Daikin 1td
Tatal

Colongy Chem |

Tota)

[] ¥ T
AW Motors 1.(d

L T“lal

Supplicr
Abbott Chemicals Ine
'Abbott Labs.

Alfa Laval International SA
Alfa Laval Separation A S
Alfa Laval Thermal Ab

~ Tetra Laval Fats And Oils Ab

|
(Iveco Fiat Spa
L .

i

] ;:@_tlas Copco Airpower N V Belgium

‘Atlas Capea Comptec Inc
IAtlas Copco Energas Gmbh

_ BASF Ag

|

Bayer Ag

'Bayer Antwerpen N V

ng;yer India Ltd

25!1::“ Gas Trading (Asia Pacific) Inc
Shell International Chemical Co [Ltd
Shell International Trading Co

Birla 3M Lid

Black & Decker Corpn

Black & Decker Global Purchasing Asia

Black & Decker Industnale 5. 00A
Black & Decker Overseas A G,

Daikin Mty Co Ltd

Hoechst Ag

Hocchst Celanese Chemical Group Ine

Houechst International Tokvo KK

Toyota Motor Corp
Toyota Tsusho Corp

Share
3836
3378
7204
13.92
1070
17,51

338
58.88
100.00
100.00
4587
9.63
3.89
63.08
64.96
62.51
59.61
6,72
427
70.85
78.32
4.91
13.95
100,00
1O0L00
100,00
34.54
9.6
2193
15 1)
8387
Y).HE
90.88
46.25
611
185
5421
74.75
2525
100.00



DCM Toyota Ltd
Total
Pu Pont South Asia Ltd

Total

Escorts Claas Ld

Total

Escorts Herion Ltd

Fotal

Escorts Tractors Ltd

Total

Fureka Forbes Ltd

Total

Fisher Rosemount India Ltd

Total *
Fleetguard Filtration Systems [ Pvt Ltd

Total *
Fujitsu ICIM Ltd

Tolal *
Fuller KCP 1.4d
Total

GE Apar Lighting Pvt Ltd

Tota] »
German Remedies 1.td
Total *

Gl Revroth Inds Ltd

Toty

Toyota Isusho Corp

‘Du Pont De Nemours (Nederland) By
Du Pont De Nemours Luxembourgh Sa
Du Pont Kabushiki Kaisha

Du Pont Mitsui Flurochemicals Co Ltd
:Claas Ohg

Herion Werke Kg

New Holland Ford Ltd

%Eiectrolux Majar & Floor

[Fisher Rosemount Inc USA
{Rosemount

Rosemount Analytical Inc
iIiosenumnl Inc

|

{Fleetguard Inc

;Flcntgunrd International Corp

Fujitsu (Singapore) Pte Ltd

'.Fujitsu Ltd
ICI Ltd

Fuller International Inc

GE

GE Lighting

General Electric Co

General Electric Do Brasil SA
GE Glass Lighting 1.td

Schering Ag
Asta Medica Ag

Mannesmann Exports
Mannesmann Rearoth

5Rex roth

Rexrath Brueninghaus Hydromank Gmbh

Rexroth Sigma S A

100.00
100.00
4372
10.24
10.50
35.47
99.09
66.48
66 .48
77.50.
77.50
78.74
78.74
100.00
100.00:
35.68
3.93
558
3343
84.70
93.41
448
99 94
8.84
3.31
3.26
37 40
58.34
64.14
64.14
16.04
23.63
I2 98
2332
n.44
7821
47 43
12,90
a4 95
002
55.48
542
9.84
9,306

80.72



Godrej Kis Ltd

Kis Sarl-France

47 98

Total ‘ 47 98
Gotco India Pvt Ltd ‘Gotco USA Inc 100 4,0
Total 100 Q¢
Graphite Vicarb India Ltd Vicarb 70.10

Total o ‘ o0

Hero Honda Motors Ltd ‘Honda Motor Co Ltd 47 42
. _ . _JHondaTradingCorp . 322

Total o - ] o o 50.64
Hindustan Ciba Geigy Ltd iCiba_ B e 3.01
|Ciba Geigy ) i 1998

_ L . ._iCilgg__Qe‘igy Ltd o . 13.77

E _ _ _ _Hindustan Ciba Geigy Ltd o 0.48
Total T o L 6724
HoechstIndialtd _%ﬁqe_chs_t Ag ___; 67.83
7 HoechstidiaLd | 230
.. . . _ __._Hoechstlnternational Tokyo KK, _ | 33

Total R o e
Hoerbig_er India Ltd _|Hoebiger Ventilwerke Ag. A ' g151
e ______ [Hoerbiger Ventilwerke Ag 1 3849
"Total e e _’»_ 100.00
Hopanas India Ltd __:_J{_H_gganas AB. o B l §9.94
e _._Hoganasindialed 1 17

Total _ . T _ ___' 91.67
Hyundai Heavy Inds Co Ltd o %I_—!yun‘dai Heavy Industries Co Ltd o __J 59.19
Total L ) 05919
India Photographic Co Ltd IQ}_E‘avstpmn Kodak Co. _ 2.05
; Kodak (Aus) Pey Ltd 210

~ Kpdak (Near East) Inc . 61.61

Kodak Inc © 2499

Total * 9219
Indian Additives Ltd Chevron Chem Inds Sales 3242
' Chevron Chemical International Inc, 38.82
Chevron Chemical Pte Ltd 27.25

Oronite Chevron Chemical SA 151

lotal 100.00
Indjan Shaving Products Ltd Gillette Co 4779
Gillette UK Ltd 2.21

Total 50 00
_1“8‘3“40“ Rand India 1 td Ingersoll Rand International Sales Inc 10.99
Dresser Rand Co 8 On

Ingersoll Rand 177

4 IRAby Allgemeine Hameln 3.89
[&“‘“ 11.29



Kalyani Brakes India Itd

Total
Kanthal Bimetals India Ltd

Total
Kelloggs India Ltd

Total

Total *

Kirloskar Ebaraa Pumps Ltd
Total

Total

Kvaerner Boving Construction
Total

L&T Niro Ltd

Total *

Lipton India Exports Ltd
Total

Matatlal Lubricants Ltd

Total
Mattel Tovs India Ltd

Total *

Mercedes Benz India Pyt Led
Total

Modj Federal Ltd

Total

Modi Gbe Ltd
Total

Moy Hoover | td

Toty)

F Moy Mirrless Bl
L Ota|

ackstone Ltd

Nabco Ltd

Allicd Signal Aftermarket Europe
Allied Signal Automotive

Allied Signal Systems

Allied Signal

Nabco Ltd

Nabco Ltd

Kanthal Ab
EK__ant_ljal Bimetals India Ltd.

Kellogg Co OF Gb Ltd
Kellogg USA

[Cumins Engine Co USA

Cummins Diesel Sales Corporation
{Cummins Engine Co

|

iEbara Corpn

|
Kvaerner Boving Construction Ltd
Niro A/S

Lipton [ td

‘Motul Mator Oil
Motul Oil 5 A France

Mattel Tools Sdn Bhd

Mattel Tovs Singapore Pte Ltd
Mattel Tovs Vendor Operation Ltd
Mercedes Benz Ag

Federal Paper Board Inc

General Binding Corpn

Hoover Ltd
Modi Hoover Ltd

Mirrlees Blackstone Ltd

N
(98]

44.90
10 v
13 87
327
5.29
4.17
5.30
8779
95.75
+4.25
100.00
1.84
76.11
77.95
217
.21
58.76
7279
96.23
96,23
15.81
100.00
100.00°
99.33
100.00
7491
74.91
27.94
06.85
9179
66 88
4 41
739
80.16
100 00
100.00
80 09
80 09
57 83
57 83
7595
18.87
91 82
93.57
93.57



Modi Xerox 1.td

Total
Monsanto Chem Of India

Total *
Munjal Showa Ltd

Total
Nestle India Ltd

Total
Philips India Ltd

Total *
Rhone Poulenc India Ltd

Total
Roche Products Ltd

Total *

Roussel India Ltd

Total *

SAB Nife Power Systems Ltd
Total

Sandoz India Ltd

Total *
Sandvik Asia Ltd

[Om] %
§‘el1ln‘l1s Intormation Svstems Ltd
Total

Siemen | td

.T(\tal‘

Rank Xerox Ltd
Xero~ 1.4d ‘

Monsanto Chemical Co Ltd
Monsanto Co 7
Showa Corp

iShowa Manufacturing Co_

Nestle UK Ltd
Nestle S A

!h}i]ips
\Philips Hongkong 1.td
[Philips Japan Ltd

| f-)’hi]ips Lighting Bv

IiI—”]‘lilips Singapore Pte Ltd

M (l{honc Poulenc

_I;B]mne Poulenc Agrochimie
, _l'Rhnnr-: Poulenc Rorer SA

|

F Hoffmann La Roche Ag
IF Hoffmann La Roche Ltd

‘Rousscl Uclaf
Saft Nife AB

jS&Lj Seeds BV Export
Sandoz
Sandoz Pharma AG

AB Sandvik Central Service
‘AB Sandvik Coromant

AB Sandvik Rock Tools
Sandvik

Sandvik Asia I.td

Siemens Nixdorf
Siemens

Siemens Elema Ab
Siemens Showa Solar Pte Ltd

83.81
11.30
95.11
18.24
81.67
100.00
89.93
1007
100.00
8.26
85.15
93.41
20.39
2.49
713
9.77.
4.06
5202
35.81:
1303
40.12
89.06:
42.07
14.69
57.60
97.42
98.34
100.00
100.00
14.60
11.03
36.20
65.87
438
16.95
235
3480
4.65
06.22
100.00
100.00
61 14
284
1.64
b6 81



SKF Bearings India Ltd

Total*
Spirax Marshall Ltd

Total
Sulzer India Ltd

Total *

Tata Honeywell Ltd

Total

Tetrapak India Pvt Ltd
Total

Timex Watches Ltd

Total *

Total Lubricants India Pvt Ltd

Total *
Vickers Svstems Intl

Total *
Videocon Ver LLtd
Total

Wartsila Diesel India Ltd

Total

Zf Stee ing Gears India Ltd

Tt %

P . ) .
Total includes imports {from other associates

SKF

SKF Industries S.I A.

'SKF Osterrcich Ag

‘SKF South [East Asia & PPacific Pte Ltd
SKF Sverige Ab

Sarco
iScarco
Spirax Sarco Ltd

Ferrum

Sulzer Burckhardt
Sulzer Chemtech Ag,
Sulzer Ruti Ltd

|
|

Honeywell

|Honeywell Automation & Control.

Honeywell Inc

Tetra Pak

Tmx Hong Kong Ltd
Tmx Ltd

Tmx Philippines Inc
Tmx Watch Ltd.

Total Rettinage Distribution Sa
Total Lubricants Middle East

Wickers A Trinova Co,

Vickers Ctp

Vickerz Inc

Mitsubishi Corp

Wartsila Diesel

Zf Friedichshafen AG Germany

Zf Gesxhattsbereich Lenkungstechnik
Zf Steering Gears India Ltd

6.68
20.24
3 4o
3.0l
2.14
44.21
6.48
401
87.54
98.03
447
3550
13.65
7.65
62.20
15.63
4.17
37.63
58.18
9s.87
98.87
18.12
35.05
11.54
7.66
73.65
88.01
8.6
96 §7
61.42
539
4.0l
78 18



Table-1.28
Top 25 Suppliers to Large House Companies and
Foreign-Controlled Companies

Share in Supplies (")

Name of the Supplicr Collaborators ) Other Impuorters
(1 . (2). (3}
I Mitsubishi Corp” 19.74 80.21
2 Richmond Trading & Invest Co Ltd # I 10000
 3Hing Wah Trading# - | 100.00
4 Nissho Iwai Corp® - » 100.00
5Marc Rich & Co Ltd # ‘ _ L 100.00
6 Fuji Photo Film Co Ltd » | 9993 0.07
7 Itochu Corp® | 100,00
8 Phibro Gmbh # - ) L B 100.00,
9 Kanematsu Corpn*® - | o 10000
10 Samsung Corp - | 7.34 92.66
| 11{Barmag Ag Germany S | | .
12 DTC London # - ' o 100.00
' 13§john Brown Engineers & Constructions@ B IU(H}U: o ]
14 Steel Co-Ordinating Services # - L f 100.00,
| ISETqyn Engg Corpn @ - 100.00,
16/FLS Automation A/S - L w0
17Tata Incorporated # - | 22.92 7708
1 18!Scan_d_v_i_ﬂ Essar Me Ltd - [ 100.00
I 19 Mobil Petrochemicals International Ltd ‘
ZO:Evergrqw Trading # [ IU__U.(}d
21 Marubeni Corp* 17.76 82.24,
22 Chemtex International Inc @ 100.00

23 Romaga AG

24 Wartsila Diesel

25 Wilmar Trading Pte Ltd # - 100.00
* General Trading Companies of Japan.

# Other trading companies.

@ Engineering, Procurement and Construction Companies.

The Videocon House offers another relevant example regarding the
role of trading companies. A company by name Amersonic International
Ltd, Hong Kong figures prominently among the suppliers to the group.
Amersonic is a trading company which deals with a variety of products
ranging from silk to electronics. During 1994-95, 28.15 per cent of Videocon
VCR Lid’s imports are accounted by Amersonic. Amersonic also supplied
19.95 per cent of imports of Videocon Appliances and 12.54 per cent of the
imports of Videocon International Ltd. Amersonic is the largest supplier for
Videocon Appliances and the third largest supplier for Videocon

International, Amersonic supplied essentially to the Videocon group since
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19927 What is even more interesting is the fact that the company is
represented by Mr. Manu Dugar, obviously a person of Indian origin. We
are unable to express any opinion regarding Romaga AG, Switzerland,.
which has supplied almost exclusively to Mafatlal group companies.
Another case of interest is that of Floatglass India Ltd., a company
promoted by Asahi Glass Co of Japan. Incidentally, Asahi’s supplies
.accounted for only 0.15 per cent of the total imports of the company in 1994-
95 for which we have the DTR data. While the share of Mitsubishi
Warehouse & Transportation Co of Japan was 52.62 per cent another
company of the Mitsubishi group namely, Mitsubishi Corp accounted for
47.02 per cent of the total. The items of import relate to plant and machinery.
Thus practically all the imports of the company (99.64 per cent) are from the
Mitsubishi group. Incidentally, Mitsubishi Corp met 13.6 per cent of
imports of Asahi India Safety Glass, another group company of Asahi in
India. Both Asahi and Mitsubishi belonging to Japan, the phenomenon
needs closer examination if such transactions could contain an element of
transfer pricing. In case of Goodlass Nerolac Paints, a subsidiary of Kansai
Paints of Japan, received 46.78 per cent of its imports from Nissho Iwai, a
general trading company of Japan. An equally interesting case in this
respect is that of Honda presented in Table-1.29. While in case of the two
joint ventures of Honda in India, the share of the parent and its affiliates is
quite high when imports from other Japanese companies are taken into
account the share of Japan turns even higher. In the third one, Japan
Intermodal Transport Co. (JIT) accounted for as much as 80 per cent of the

total imports. JIT obviously, is not a manufacturing company.

The olher companies o whom Amersonic was the supplicr and about which we do not have
MY inkarmation are : Malani Aquatemp Pyt Lid of Secunderabad and Bombay Coolers vt Lid
9 Thane. Sinee both the companies imported parts which go inlo the making of Desert Coolors
a1 Videacon group deals also in such conlers, the possibility of these companies also beity eather
ONslityents ol (he group ar being support manulacturers.
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Table-1.29

Showing the Relative Importance of Imports from ]apan
by the Affiliates of Honda, Japan

-

Importer/ iShare in Tolal  Share of the Share of
Supplier Imports (%) Japanese  Japanesc
Collaborator Suppliers

i

e —,

o ~ o - & affiliates i
Kinetic Honda Motorst4d ¢+ - !
Honda Motor Co Ltd, Japan el ges8 88.48
‘Okura & Co Lid, Japan . §Bl o ‘ o
Takao Aluminium Alloy Co Ltd, Taiwan | 9, 79 _ I o
Kinetic Honda Motor Ltd, ]apan o __q' 7 57 L __L ]
Mitsubishi Corpuoration, ]apan o L7 '52‘ R ___'__‘
Thm Stanley Electric Public Co Ltd, Thailand - 098 - L
Sxdmal N.V,Belgiym 4 0 74: N __j
Not Available N
QPanelCo, USA 001 T
INikon Corpn, Japan }— _}_qu_l_gpk_e._ D P
[Total L 10000 - ;
lHem Honda Motors Ltd i—— o i__ B
|Honda Motor Co Ltd, Japan _ ___‘s o 47 49) 5{1_@[” 90.67
Okura & Co Lid, Japan | 30_ 99, ]
\Marubem Corpn, Japan i _________ A§;9§,___~MH e
Metal Distributors (UK) Ltd, Canada | 680/ |
'Honda Trading Corpn, Japan - 32 g
Aloverzee Handelsgesellschaft Mbh, Germ i 253
o el M oy, A ———— )
Shriram Honda Power Eqp Ltd _-_' L __L_ _ _j o
lapan ntermodal Transport Coltd, Japan | 8031 0. 0@_ 83.88)
Mitsubishi Corporation, Japan S 857 ‘ﬁ_ o ‘
‘Asian Auloparts CoLid, China 2.1391 - 7—VT o
Hyundai Corporation, Korea .7/ _{ o
Alugral, Germany L R o J
C M Supply, Thailand 0.01 o
Total 100.00

Based on the Import DTRs for 1994-95.

The extent of variation in import prices can be substantial. For
instance, in the case of Mono Ethyl Glycol (MEG) the unit value of imports
during 1990-91 varied very widely. It can be seen from Table-1.30 that there
18 no trend in the prices to explain the differences.® On the same day, two

Bills of Entry were filed, one each by ICI India Ltd and Reliance Industries

- “qﬁ"\-_____
8
In
the absence of manufacturer's name in the Import DTR one is not able to ascertain the precise
n
Siness associations of the transacting partners.
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Ltd., both importing from Sabic Marketing Ltd., Saudi Arabia. While the
value declared by ICI works out to Rs. 9,116.11 per tonne, the corresponding
value for Reliance was Rs. 6,787.96 per tonne only. A basic question
requiring answer is: whose price is the right one? Is it that the ICI indulged
in over-invoicing or the Reliance was under-invoicing? Or, there had been
long term contractual oblizations for one of the importers? It is only a
detailed inquiry that could indicate the precise magnitude of the losses to the
exchequer in such cases.

Detailed product specification, model, brand name, and availability
of manufacturer's name in the DTR would go a long way in facilitating such
exercises. Unfortunately, products are reported in vague terms and in
varying and unlikely units of measurements. For instance, Reliance group is
reported to have imported 'Machinery being capital goods' which was of
certain KGS in weight. These are not small consignments but are valued at
crores of rupees. A list of machinery imports each valued at least Rs. 1 crore
is provided in Table-1.31 to illustrate this phenomenon. It does appear that
TNCs mainly import plant and machinery from their respective parent
companies and affiliates. Given the vague product description, and the
tendency on part of TNCs to exploit transfer pricing mechanism, it would be
extremely difficult to detect abnormal pricing in such transactions.

A number of consumer goods companies are getting their products
made by local units, often small scale ones, and market these under their
own brand names. For a few units which manufacture tooth paste for
Colgate Palmolive India Ltd., an earlier study of ISID noticed that the
support manufacturers of Colgate sought and received approval for
technology licensing from the US parent company of Colgate? Interestingly,
It was found from the DTRs that two such companies namely, Coral
Cosmetics Ltd., and Sunshine Cosmetics Ltd were importing from the same

Sources. Such instances could be seen in case of suppliers to Hindustan

See: S.K. Goyal, et. al., Foreign Investment Approvals: An Analysis (August 1991 = July, 1993),
I‘f_‘slitl,ltc for Studies in Industrial Development (ISID), a Report submitted to the Ministry of
l'lmmco, 1094,
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Lever also. Could such transactions also offer transfer pricing opportunities
for the TNCs? Would this practice increase in a regime of stricter transfer
* pricing regulations? These questions need detailed examination.

While the problem of transfer pricing has been known for a long
time,!9 India started developing a proper system to monitor transfer
pricing transactions only recently. The process ‘s continuing. Following
the Finance Act, 2001, the Income Tax Act, 1961 has been amended to
substitute the ineffective Section 92 and insert new sections 92A to 92F to
provide statutory backing to the transfer pricing law. Section 92C lays
down the methods for the determination of arm'’s length prices. These are
the same as the transaction methods prescribed in the OECD Guidelines.
Rule 10D of the Income Tax Rules prescribe the various types of
information to be maintained in respect of an international transaction, the
associated enterprise and the transfer pricing method used.!! The first
compliance date in respect of the new transfer pricing regulation is July 31,
2002 for non-corporate and October 31, 2002 for corporate tax payers in
respect of international transactions.

Similarly, Auditors of companies have been required to comment
on the reasonableness of the prices at which goods and materials are
purchased from or sold to entities in which the directors are interested.
Similar observations of the auditors are required on loans taken or
provided by the companies. The examination has generally been only at a
broad level. The new accounting standard AS(18) introduced in 2001 by
the Institute of Chartered Accountants, enhanced the disclosure about
transfer pricing related transactions. The Expert Group on Transfer
Pricing Guidelines constituted by the Department of Company Affairs is,

however, of the view that under AS(18) there is no obligation on part of

For instance, the MRTP Commission found Philips to be grossly undervaluing its exports in
1971, 1972 and 1973. Similarly, the Public Accounts Comruttee of Parliament found 1BM and
ICL to be indulging in transfer pricing in their imports 1o and exports from India. See: SXK.
Goyal, Impact of Foreign Subsidiaries on India’s Balance of Payments, 1979.

Dinesh Verma, “Documentation Requirements under the Indian Transfer Pricing Law”,
available at http:/ /www transferpricing.com/COUNTRY /india%20Dmsh%20Verma. htm.
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the company to use an arm’s length price nor is there an adequate
mechanism whether transfer prices are fair or not.1? Towards this end, the
Group suggested adoption of Transfer Pricing Guidelines formulated by it
anc enhanced disclosure in the company Annual Report inter alia
compliance with Transfer Pricing Guidelines. Companies have to report
about the related parties and the nature of transactions with them. Apart
from the disclosures, reliance would be placed on maintaining information
on related parties, examination by the Board’s Audit Committee and
auditor’s certificate. Interestingly, while transfer pricing has broader
scope and can be taken advantage by enterprises irrespective of their size,
and earlier adoption of AS(18) was prescribed uniformly, the Institute of
Chartered Accountants of India (ICAI) decided early this year to make the
standard mandatory only to enterprises whose equity or debt securities
are listed on a recognised stock exchange in India, and other enterprises,
whose turnover for the accounting period exceeds Rs. 50 crores.

As can be seen from the next part of the study, for corporates there
are a number of avenues for taking advantage of transfer pricing. Out of
the total foreign exchange expended by a company a large proportion is
spent on import of materials, capital goods, spare parts, etc. While there
can be no scope for transfer pricing in case of dividend payouts, payments
for technology, interest on loans received, issue of shares, etc. too can carry
an element of transfer pricing. On the other hand, earnings in foreign
exchange are largely dependent on exports. Together exports and imports
accounted for 79 per cent of total transactions in foreign exchange in 2000-
01 of the sample companies — of which 41 per cent relates to imports and
38 per cent relates to exports. This shows the important role Custom
Houses can play in detecting transfer pricing and ensuring that

transactions are made at arms-length prices thus ensuring on one hand no

© See INDIA, Mimstry of Industry and Company Affairs, Department of Company Affairs,
Report of the Expert Group on Transfer Pricing Guidelines, August 2002 available at:
http:/ /dca.nic.in/expert_group_report.htm.
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loss of revenue for the exchequer and on the other no undue loss of
foreign exchange for the economy.

For detecting transfer pricihg, the checking at customs houses
should, ‘herefore, be thorough. Customs houses are better placed because
these can make immediate and direct comparisons with similar other
transact'‘ons. It would prove useful to have international market intelligence
and a good sample of large shipments, which could be used to regularly
enquire into transactions between closely associated companies. The point
is whether a centralised system could be developed so that decision-
making at customs houses is fast to avoid undue delays and inconvenience
to the trading parties on the one hand and on the other there is
transparency in transactions so that malpractices by the Customs Houses
are minimised. With each of the major TNCs having thousands of
affiliates it is going to be a gigantic task to maintain such an information
system on a realtime basis.’® Also, the question of how much information
needs to be made public is something one needs to give more thought to.
In this respect, the DTR could be an indispensable means. As was brought
out in the previous sections, there is heavy concentration both in exports
and imports in terms of the trading parties. This suggests the relevance of
focussing on the large companies to begin with for a meaningful
monitoring of the transfer pricing phenomenon.

Presently, at the Customs, the emphasis has been on imports. As the
title “Customs Valuation (Determination of Price of Imported Goods)
Rules, 1988’ itself suggests, the valuation rules are addressed to import
valuation. Similarly, the Special Valuation Branches (§VB) located at the
four major Customs Houses namely, Mumbai, Chennai, Kolkata and Delhi
examine the influence of relationship on the invoice value of the imported

goods in respect of transactions between related parties. In respect of

1 For instance, Sesa Goa Ltd reported that the number of affiliates and fellow subsidiaries with
whoin the company had no transactions during 2001-02 was 1,086. The company said it could
pravide the details of such companies to the concerned authorities as it would be unwieldy to
provide the same in the Annual Report. See Sesa Goa Ltd., 37" Annual Report, 2001-2002.
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Technical Collaboration Agreements and Joint Venture Agreements, the
terms and conditions of these agreements are examined to arrive at the
conclusion, whether the existence of such agreement has influenced the
invoice value of the imports. Even here, the onus is mainly on the
importer to declare at the time of filing the Bill of Entry in case the imports
are made fromn related parties as defined under the Customs Valvation
Rules, 1988 or they were having special relationship like technical
collaboration agreement. Understandably, all the finalised cases reported
by the SVB Chennai relate to imports only. While the Commissioner of
Customs can make a reference to the SVB regarding the valuation on
account of a special relationship, even if the same is not disclosed by the
importer, the procedure appears to be essentially of a voluntary disclosure
nature. Further, with the emphasis being on collection of customs duties,
the possibility of over-invoicing of imports could attract little attention. In
fact, the cases reported by the Chennai SVB contain cases of additional -
loading to the invoice value and not any subtraction from it.

The emphasis on imports could be due to their implications for
collection of customs duties. In case of exports, the maximum the Customs
authorities might be concerned with over-invoicing for its implications for
drawback payment and possibly for meeting export obligations. On the
other hand, there is considerable scope for under-invoicing in exports
especially in case of TNCs’ dealing with their parents and affiliates. It is
important to note that even earlier, the names of manufacturer and
supplier were part of only the import DTR and in case of exporter even the
address of the exporter was missing. The emphasis on revenue leakages is
further evident from the fact that providing appropriate HS codes was
emphasised in case of exports but not for imports even though improper
coding takes place in both types of transactions. As mentioned above,
export transactions are equally important when it comes to plugging of
leakages due to transfer pricing and hence need to be looked at more

Carefully than what has been the case so [ar.
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Given the trends in globalisation of Indian industry, many Indian
parties qualify to be termed as TNCs and many cthers would have related
parties in other countries. Being the first entry/final exit points for goods
it is important that transfer pricing should be dealt with at the level of

customs which could make the task of the other agencies involved lighter.
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Part - 11

Export Performance of Non-Government Companies

Introduction

During the ‘nineties the Indian economic policy regime has
undergone major transformation and the regulations that niade India a
partially closed economy have been given up. The rationale was that
restrictions on Foreign Direct Investment (FDI) and imports and strict
internal regulations like the Monopolies and Restrictive Trade Practices Act
(MRTPA) and Industries (Development and Regulation) Act, 1951, (IDRA),
enabled local manufactures to exploit monopoly rent, produce poor
quality goods and services, gave high profits with no obligation or concern
for the average consumer. There was no pressure on the producers to
export. Neither from quality point of view nor from the point of efficiency
they were in a position to compete in external markets. The low export
performance of large Indian companies and subsidiaries and affiliates of
foreign companies was well documented.!

Beginning with July 1991, a number of changes have been made in
the country's regulatory policies. The important departure from the past
was in the form of opening up of public sector reserved areas; drastic
revision of IDRA with the objective of removing a major entry point
hurdle, doing away with the registration requirements under MRTPA;

removal of the general ceiling of 40 per cent on foreign-held equity under

b See tor instance: 5.K. Goval, Monapoly Capitid mind Public Policy: Business and Lconomic
Power, Allied Publishers, 1979; 8K, Guoval, The bnpact of Forergn Subsiduries on India's Balance
of Pavments, a oreport subnutted  to the CTC-ESCAP Juint Unit, Banghok, 1979 KK
Subrabmanian and P, Mobanan Pillai, Muftimdiomils wisd Indian Lxports, Sardar Patel
fnstitnte o Ecomomic and Sovial Research, Ahmedabad, 1978, (Momeo); Nagesh
Kumar, Midtsational Futerprises nd Indistnnl Orgmasalion, Sage, Delhy, 1999; and RS,
Chalapati Rao, “An Evaluation of Export Policies amd the Export Pertormance of Large Private
Companies. m Pitou van ijck and K5 Chalapati Rao, {ndw’s Trdy Polwy and e Export
Perforamnce of hutustry, Sage, Deihi 0994 A study for the early "ninctivs oo undeclined the low
expurt perlormanee of TNC afhhates i India, See Sk, Goyal, et al “LEconomic Policies and
Indian Develspment”, Tnshiule for Studies in Industrial Development, Discussion Paper, Apiil
]L;tj:
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Foreign Exchange Regulation Act, 1973 (FERA); lifting of the restrictions on
use of foreign brand names in the local market; removal of the restrictions
on FDI entry into low technology consumer goods; abandonment of the
phased manufacturing programme (PMP); dilution of the dividend
balancing condition and export obligations; liberalisation of the terms for
import of technology and royalty payments. In the new policy regime,
proposals for foreign investment need not necessarily be accompanied by
foreign technology agreements. Import duties have been lowered
substantially and quantitative restrictions have been withdrawn and the
exchange rates have come to be determined by the market.

Part-I of the study presented an analysis of the DTR data for the
years 1988-89 to 1994-95. To provide an additional dimension to the study
and to bring out the trends in export-orientation, import intensity and
ability to earn net foreign exchange of the private corporate sector in the
post-WTO period and in response to the process of deregulation and trade
liberalisation, it was decided to analyse earnings and expenditures in
foreign currencies by private sector companies.

While data on transactions in foreign currencies was initially compiled
for over 2,500 companies for the period 1995-96 to 2000-01, to avoid problems
of comparability of results across different years, to keep out certain
categories of companies engaged in activities like electricity generation and
distribution, which are unlikely to engage in export trade,” and companies
which did not commence their commercial operations at the beginning of the
period,-a common set of 2,147 non-government, non-financial public limited
companies from out of this data set were identitied. The names of the sample
companies are given in Annexure-IL1. The sample is selected from the
Prowess corporate database of the Centre for Monitoring Indian Economy

(CMIE).

]

Though there is a case for including such companies in a study of the net foreipn exchange
carming capacity of the private corporate sector in general, for the present exercise such
companies are being kept out.
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Total paid-up capital (PUC) of the sample companies in 1995-96
was Rs. 25,081 crores and it formed nearly 42 per cent of the estimaied
PUC of non-government non-financial pubic limited companies at the end
of the year. Each company has been classified on the basis of the mam
activity that contributed more than half of its sales. Companies that could
not be classified in this manner are placed under the ‘Diversifie:d’
category. Out of the 2,147 companies, 1,714 are manufacturing companies
and the remaining fall under the categories of agriculture and allied
activities, mining and quarrying, construction and services such as
computer software, trade, hotels and restaurants, etc. The 1,714
companies include 39 diversified ones. Ownership classification of
companies is similar to the one followed in Part I of the study. Companies
with at least 25 per cent direct foreign equity and subsidiaries and other
companies promoted in turn by such companies are classified as foreign-
controlled companies (FCCs). The remaining are classified into three
categories: (i) companies belonging to Business Houses and companies with
more than Rs. 1,000 crore sales in 1994-95 and other independent
companies with similar amount of sales are placed in the top most group
(hereinafter T1); (ii) the second largest group consists of Houses/companies
with sales between Rs. 500 crores and Rs. 1,000 crores (T2); and (iii) the
remaining are classified as Other Indian Companies (OIC).?

The data set is consistent over the period in respect of its
composition and company classification. It does not, however, take note
of the merger of companies and de-merger of units, which could affect the
relative changes in exports and imports of specific companies. While at
the aggregate level, this may not pose a serious problem, at individual
company and sectoral levels this phenomenon may give rise to some
distortions. Company-level data in general suffers from a few other

shortcomings. One, it does not take note of imported capital goods and

' T1, T2 and OIC comprise non-FCCs only.
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raw materials procured locally from other importers.? Second, there could
be an element of doubie counting when both actual exporter and the
manufacturer claim the exports. Third, in case of Trading Houses and sub-
contracting, while the main exporters show only the exports, the imported
inputs would be on account of the supporting manufacturing unit. Also,
foreign exchange earning: reported by the hotel industry could be equated
better with earnings from tourism rather than being treated as earnings of
individual companies. Given the nature of company financial data, it is not
possible to segregate the distortions caused by such practices. What we
will be analysing here are direct imports and possibly both direct and
indirect exports. It is thus likely that import dependence would be
underestimated and earnings in foreign currencies could be overstated.
Another limitation is that the sample consists essentially of stock exchange
listed companies and their subsidiaries. Since most companies with
substantial FDI participation are keeping themselves out of the stock
market®, the behaviour of foreign-controlled companies (FCCs) as emerging
from the present study would only be reflective of the behaviour of the
older FCCs. Since the attempt is to study a consistent set of companies to
bring out the trends in a more appropriate manner, the sample fails to take
note of the newer companies, which came into production towards the end
of the period. While interpreting the results of this exercise, these factors

. should be kept in mind.

*  For instance, Hinduslan Lever Ltd., reported in its Annual Report for the year 2001
that the imports exclude “purchases from canalising agencies and imported items
purchased locallv”. See: Hindustan Lever Lid., Report and Accounts 2001, p. 22. and
Hind Lever Chemicals Ltd., Report and Acconnts, 2000, p.19.

* Indeed, some of the listed FCCs are getting themselves delisted by buying out the
shareholding of local investors. See for instance, S.K. Goyal, et. al., Foresgn Investment
Approvals: An Analysis (August 1991 — July 1993), Institute for Studies in Industrial Development
{ISID), a Report submitted to the Ministry of Finance, 1994; and K.S. Chalapati Rao, M.R.
Murthy & K.V.K. Ranganathan, “Foreign Direct Investments in the Post-Liberalisation
Period: An Overview”, Journal of Indian School of Folitical Lconomy, Vol. XI, No-3, July-
September, 1999.
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Exports and Imports of Sample Companies in relation to National
Aggregates

The sample companies cover about one-fourth of the national exports
during each of the six study yearc (Table-I1.1). Their share in imports was
initially somewhat higher at about 30 per cent but it came down towards the
end of the period to 23 per cent® The trends in exports and imports of
sample companies broadly followed the national pattern of exports and
imports, more closely in case of the former (Table-I.2 & Graph-II.1). This is
possibly because the companies had lesser say in export market while their
imports are also dependent on local demand. On the other hand, while
imports of sample companies are weakly related to the national trends, the
relative movement of their imports and exports are quite similar suggesting
close relationship between the two. Except for the final year when the
exports-sales ratio increased suddenly, the sample companies did not
become more export-oriented during the period (Table-11.3). The imports-
sales ratio, however, declined. Since the exports-sales ratio of the sample
companies fluctuated more than the imports sales ratio and exports-sales

ratio was only about 10 per cent, it does appear that imports are related more

to domestic sales rather than exports.

Table-I1.1

Share of Sample Companies in National Exports and Imports
~ ‘ tAmount in Rs. Cruﬁres_)
National External Trade | Share of Sample i
{ Companies in National
External Trade 1%

Year J Sample Companies

- oorts el C lmpors | Exports ot
" _ F\g; ! [r_ug;z_’t__s:_‘-_ Elcﬂc;;rtz- _v Img{;r!s o E\f nl‘['{ _ Imf;]rt

1995-96 ) 25,980 /960 1,060,353 1,22,678 2443 31
199697 ) 30,300 W94 118817 138920 355, 29 49
1997-98 . 3,440 43,125 1,30,100 154,176 o8 2707
1998-99 ) 35,627 3,787 1,39,752 1,75,332}_ 25.44 2453
1999-00 . 40,270 48,558 159561 2,15.236 154 22.56
2000-11 Lo 4‘1-751! 53610, 23571 230473 M4 2322

®  Given the fact that most of the erstwhile public sector reserved areas have been thrown open to
the private sector in the new rugime, especially energy and telecommunications, the share of
private sector in the country’s imporls is bound to increase fast. For instance, imports of
Rebance Petroleurn Tad., which is nol a parl of the present sample, alone amounted to Rs,
22,400 crores in 2000-01 we., about 11 per cent of total national imports during the year.
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Growth Rate (%)

Table-11.2
Growth in Exports and Imports of Sample Companies

{(Percentages)

Year ' _ _—j_ in Terms of Rupees .
! Annual Grinwth Rate (')
{ STamp_lé— a National
)
= N R "_‘:f_"' 6y "_.i
xports ' ‘ i
1-9‘3§~96 ST _~‘L~ T ‘M_—"—" o “-*r'
199697 R T(,(:é_ T __7_11._72—;
wores LT s | es0]
T 1.0 742
| 1999:00 ] __1303, I L
TN | 255 | 2758 |
' Impo
e
losesr 7 1 T wea| v
["1997-98 _ 528 | 10.98
| 1998-99 ] 1.53 1567
1999-00 10.90 2069
w001 [ a7

Graph-I11.1

Annual Growth Rates of Exports and Imports
(at current
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= =~ = Imports:National
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Table-11.3
Export Orientation and Import Intensity of Sample Companies

{Percenlages)
Year Exporis-5ales Ratio Imports-Sales Ratio
i 2) )

1995-96 10.60 14 67
1996-97 10.74 14.52
1997-98 11.44 14.10
1998-99 10.81 13.29
1999-00 10.93 13.18
2000-01 12.44 13.40

Exports and other Earnings in Foreign Currencies

The sample companies are in wide-ranging industries and activities
(Table-I1.4). A comparison of the respective shares of different sectors in
1995-96 and 2000-01, a year in which the exports-sales ratio improved
suddenly and substantially, suggests that there was no aplpreciable
change in the relative shares. While the share of manufacturing sector
increased marginally from 83.25 per cent to 84.99 per cent, that of primary
products and services decreased. Within the manufacturing sector, shares
of a number of sub-groups declined; some of them substantially. Major
gains were recorded only in case of diversified companies and chemicals
and chemical products. Diversified companies indeed held the largest
share of 18.31 per cent in 2000-01. These companies contributed maximum
to the additional exports of the sample companies. Incidentally, this
group of companies consists of some of the largest recognised export
houses which were accorded Star and Super Star Trading House status.”
Such Trading Houses accounted for as much as 78 per cent of the total
exports of the diversified companies in 2000-01 compared to 54 per cent in
1995-96. Within the chemicals group, however, major gains were recorded
by the pharmaceutical sub-group. Among the service sector companies,

computer software companies gained substantially.

The Super Star Trading Houses are: (i) Century Textiles & Industries. Ltd. (ii) Hindustan Lever
Ltd., and (iii) Reliance Industries Ltd. and the Star Trading Mouses are: (i) Rallis India Lid. and
(i)) Ravmond Ltd. This information is as per the data on CD-ROM released by the Federation
of Indian Export Organisations (FIEQ) in 2002.
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Table-11.4

Industry/Activity-wise Exports of Sample Companies

|

- Non-Ferrous Metals & Products ) 35

4 :Non-Electrical Machinery 114,
15 :Electrical Machinery, Appliances, cte 105
- Domestic Electrical Appliances 26

- Wires & Cables k!

o Electronic Hems & Components 89
- Computer Hardware 1%

- Consumer Electronics ; 1'5

17 Transport Equipment 112
- Automobiles & Ancillaries 104

18 Gems & Jewellery 19
19 Misc Manufactured Articles 17
20 Diversified Companices ) jw:
1T Services 3295
M4 Trading ) ]593
2 Computer Software - ! 47'
5 Hoteds & Restaurants | 3?5
2 Construction L7
23 ‘Other Services 15
‘All Companies (1+11+111) 12,147;

"Suclnr//\clivily wo E);};orls
wil £ os (US$nmn)
Cese6 2000.01
(1 T
1. Primary Products - 104 351 'Sh 4947
1 Animal Products 4 13.05" 18.07
2 ‘Plantations & Agricultural Products 57:I 248 Ibl 224974
1 Mineral Products 439035 20212
11. Manufactured Goods 1 714, b, 466. B?, 9,255.08
4 Tats, Oils & Derived Products sl 16309 17156
Food Products, Beverages & Tobacco ! : ’
5 iProducts | 97] 287.88 260133
- Beverages & Tobacco Products 30 17825 14825
- Marine Foods 8 14. 71 15,32
- Sugar ) 28 487\ 227
6 Textl]»*a 773| 1, 254 14r 1411.22
- Cotton Yarn, Textlles, etc. ©o149 81879_2__ 959.90:
- Manmade Fibre Textiles 63 17070 247.10
- Jute Products 6 6161 4745
| - Readymade Garments o 23i 48 08] 4239
7 |Leather & Leather Products [ _121 7960 5656
5 Wood & Wood Products .8 i3_9f
'9 'Papcr & Paper | Products B l_ »65]__52.90 - 59.26
10 Chemicals & Chemical Products 298, 921.56) 157186,
| | -Drugs&Pharmaceuticals | 105 40224] 90924
- Dyes & Pigments | 2}‘ 133.23  172.22|
- Pesticides |15 7081 10248
_- Cosmetics & Toiletries L t 75.49 90.91
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- Paints & Varmshec. I 12i 7 51. 29.12
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- Glass & Glass Products 3 37760 aan
- Abrasives C6 344 1001
17 Metals & Metal Products 190 944.74) 137257
- Ferrous Metals & Products 1'35: 809.92: 1,109.03

13482 26455
21372 31015
24499 26557
4447 2573
V7 1473
12956 22194
978 53.20
4697, 4884
66299  555.12
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113 27
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Over the last many years, as a matter of policy, Indian companies
have been encouraged to set up joint ventures and wholly-owned
subsidiaries abroad. One of the expectations was that these ventures
would help promote the investing companies’ exports through supply of
capital goods and raw materials.  The ventures can also be service
ventures to provide after-sales service/organise sales network and
procure materials for the parent Indian company. Besides improving
export prospects, there is an additional advantage of earning interest,
royalties, dividends and consultancy fees as also procure imports at
competitive prices. Thus, it is likely that sources of earnings in foreign
currencies would get diversified. Table-I1.5 does suggest such a possibility
as the share of exports in total earnings varied widely. At the aggregate
level, share of exports in total earnings declined from 88.63 per cent to
77.51 per cent. While this happened for all the categories of companies,
the decline was more pronounced in case of T2 and OICs. Share of
exports in total earnings, however, declined for T1 and for FCCs. But the
decline was less marked. Indian companies’ earnings in foreign exchange
can now be potentially influenced by earnings other than through exports
— a little less than one-fourth of the total. Indeed, one-third of total
earnings of T2 and one-fourth that of OICs is accounted by the other

earnings.

Detailed data on the other earnings is not directly available in the
database. It does, however, appear that a substantial part of the other
earnings are for the services rendered including development of

computer software and provision of IT services, and transactions in

S FICCL, Workshop on Indian foint Ventures Abroad and Project Exports, 1382; Sanjay Lall,
Devoloping Countries as Exporters of Technology: A First look at the Indian Fxperuence,
Macmitian, London, 1982; K.V K. Ranganathan, hulian foint Ventures abroad: with Special
Referener to Istamic Countries, Economic and Political weekly, Vol, XIX, Nos. 20 & 21,
1984; J.P. Agarwal, Pros wnd Cons of Third World Multinabiwwils © A Case Study of India,
" JCB Mohr (Paul Sieback) Tubigen, 1985; and Rajiv B. Lall, Multinationals from the
Third World : Indian Firms [nvesting Abroad, Oxford University Press, Delhi, 1986,
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Year

f11 _
T1: Top 50 Houses (2778

Exports

i2)

Table-11.5
Share of Exports in Gross Earnings in Foreign Currencies

’ B bl_htr Earnings

(3)

Total Earnings in
Farcign Currencics

(A_moﬂu_nt in Rs. Crores)

Total Earnings (%

Share of Exports in

)

L " R e T
nwesr | 1emr 2926 o Bey %@
'1997-98 § 12,595 _ M0 __ 1593 79‘03
199899 L 11,997 4246 _ 163 7286
199900 | W7 3963 1830 7873
200001 | 1944 4,569 24310, e
[T2: Next 50 Houses (150) L I o
1995.96. 2725 327 3052 89.26
1996-97 3211 544 3,755 85.51]
11997-98 3713 666 4379 8479
1998-99 ) 3,812 958, 4,770 79.91
199900 4,108 1475 5,530]| 7423
200001 _ i 4,690 2,264 6958 6745
!%fs;'O{her Indian Cos. (1,431} 1 .
1995-96 9.098| 1naj 10,1591 89.56
[1996-97 . 10,727, 1397 12,124 8848
'1997-98 B 12250 1,621 __ 1a07) L 87.%!
nogses | o 12,9345]_« 2819 _ 15504 sz._l_c;i
199900 L 14,416 3,306 772 8135
01 17,740 5,529 23,269 _ 7624
EF_C:CS: Forcign-Contralled Cos. (289) i o —’
199596 ¢ 4,666, 603 5,2_69!_, 88.56]
1996-97 L sme ny ot 82y
1997-98 bA38 o l3s 7812 B
1998-99 j &,,asj:’_fi o Lisy 8017 §5.23
1999-00 o Zost w7 BATE 83.52
2000-01 7880 L7 9,054 8163
All Companies (2,147) ~ o ., _L B

1995-90 2.5,98()i ) 29213 85.603
1996-97 W,300 . BaI2 35912 8137
1997-98 34,99 7am 42198 8293
199899 35,627 y,208 44,835 79.46
1999-00 . 0,270, 10,090 50,360 79 96
2000-01 49,751 14,435 64,187 77 51

Figures in brackets are number of companies in the respective category.

79



foreign currencies conducted at hotels. It can be seen from Table-11.6 that
in the case of service sector companies the share of other earnings in total
earnings increased gradually from 38 to 63 per cent. The corresponding
share in the primary sector was consideraoly higher when compared to
. that of manufacturing companies. After an initial increase, share of other
earnings declined in case of manufacturing companies. It thus appears
that promotion of Indian investments abroad may have less to dc with
other earnings in foreign currencies.
Table-I1.6

Sector-wise Relative Importance of Other Earnings
in Foreign Currencies

(Percentages)
Year ~ Sector T
-\ Primary | Manufacturing | = Services |
(i) @ RO @)

1995-96 14.62 513 38.17
&-97 R 820 | 46.14 |
El?éidéf ) 'm_ 1172 ' 8.36J“*'”—’—“§Ei5”

1998-99 11.44 7.79 T 6253 |
l 1999-00 | 12.68 TTTTeEE Y T 6318 |
(200001 R A e

Ownership Category and Activity-wise Trends in Number of Exporters

In general, there are more companies in the higher expdrts—sales
ratios in 2000-01 compared to 1995-96 (Table-11.7). However, nearly 40 per
cent of the companies are not in the export trade or in their case, the
exports are negligible compared to the sales. More importantly, nearly
one-third of the companies of the T1 and almost half of the OICs are not in
export trade. Though, the number of non-exporters are relatively fewer in
case of FCCs, the non-exporters still constituted about one-fourth of the
total number of FCCs. What seems to have happened is that those
engaged in some export trade initially, i.e., those in the less than 5 per cent
range of exports sales ratio moved to the upper ranges. While the number
of companies which did not participate in export trade in any of the years

was 556, or about one-fourth of the total, those that did not engage in
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Table-I1.7

Distribution of Companies according to Export-Sales Ratio

7 o 3 __ (Percentages)
‘Exports Sales Ratio o 19495490 1996-97 1997-‘)8i 1998-99. 1999-00 2000-01
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] 1 .
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exports in at least one of the years was quite high at 1,201, i.c., 56 per cent
of the total. If one considers exporting without any break to be an
indication of regular exporter, the number of regular exporters i.c., those
who exported in all the initial three years was 1,107. The corresponding
number in the final three years is practically the same at 1,111. In all, only
946 companies, or about 45 per cent of the total, exported in all the six
years. These, however, accounted for 90 per cent of the tctal exports in
2000-01. Thus, while there is an increase in the number of companies with
higher export-sales ratios, the number of exporters remained static during

the period.

Export Orientation

Maximum increase in exports was recorded by the T1 companies
followed by OICs (Table-I1.8). Exports of FCCs, however, increased the
slowest. Their exports-sales ratio indeed declined at the aggregate level.?
From the Table-11.9 it can be seen that irrespective of the group affiliation,
export-orientation experienced two spurts first in 1997-98 and next in
2000-01, the latter coincidiﬁg with the national level experience. Within
the sample, various categories of companies behaved differently in terms
of export-orientation. This latter group was also better placed in terms of
export- orientation (Table-I1.9 & Graph-I1.2). Thus, the increase in overall
exports was due to T1 and OICs. In terms of export orientation, as
reflected in the export-salesl ratios, non-large house Indian companies
fared the best followed by the large house companies. In terms of export-
orientation too, FCCs lagged behind. FCCs with their established brand
names, superior technology and product acceptance, close association with the

consumers through world- wide subsidiaries and affiliates were expected to be

® A number of studies in India focused this aspect of TNCs exports, The general
findings of these studies reveals that either the FCCs were not significantly better
export-oriented than the Indian companies and /or thal their operalions have had a
negative impact on the over all balance of paymenlts position. In cerlain cases, the
apparent better position was mainly due to export of traded products, often unrelated
to the main operations of the exporting company. For details see K.S. Chalapati Rao,
op. it



Table-11.8

Company Category-wise Export Earnings of Sample Companies
(Amount in US $ mn.)

Changes in the Export Orientation of Sample Companies
iRs. Crores)

"—C—Lm;ly—Afﬁlﬁon / - Net Sales Expc:rts_ Expurth—qah?‘» :
Year N b — Ratowm)
L L ) B @ 3 S
\T1: Top 50 Houses (277) —
199596 99,989 9,491 9.49|
1996-97 113563 10767 9.48
1997-98 122,699, 1g,5_9§I_ 10.2
1998-99 129,525 11,997 9.26
1199900 146,857, 14,667 9.99
200001 | 160,840 19,441 12.09
I2: Next 50 Houses (158} ) i I o
1995-96 o 035! 3,725 878
!_?_9_6_ 97 | 36088 3211 8.90
[1997-98 0 3,713 9.64
‘1998-99 o ___j__ 51,_104‘-r sl %A
1999-00 44223 4108 228,
2000-01 49,029 4,690 9,57,
- _ — — _f_T__ e e — _—._1
10ICs: Other Indian Cos. (1,438} | S M o
|1995-96 1 easd 909 a7
1996-97 b e 10,727 _ 15.06]
199798 R 640 122500 15.58
1998-99 o L 87,106 12,985 EXS
:1999-00 o P 96,827 14,417 14:84:
\2000 -01 L 105400, 17,740: 1683
FCCs: Fureign- ContraHuH.m (289) i . — i .
]1995 9 _ 1 49960 4,666 9.34,
199697 o 61252 5,59, 9.13
[wq?_% L 1 66,083 6,438 9.74
)Mb-m . 6,833: 953
11999-00 I 80,625 7.081. 878
200001 . 84786 7,880 ka4
All Companies (2,147) . . ' .
19959 . u51¢9 25980 1060
199697 e .?3,2:__1?5?1 ud00 mnz
1997-98 L 30595 3499 _ 144
199899 1 32945 35,627, 1081
1999-00 | 308533 A, 2__';_[11 wat1
,rzmn n | 400,061 49,751 {244,
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Company Caleg(;} No. of 11995-96 2000-01 Increase (%)
! ~ kffdmpanie.u
() - R A (4) )
Tl: Top 50 Houses/ Largest Companies ' 272 2,838 4,235 4997
T2: Second 50 Houses/ Large Cos. 150 H1R LA 25.99
OICs: Other Indian Cos. __'l B 1431 2720 3883 42,76
Indian Cos. (TI+T2+4QICs) | 1858 6372 9,145 4383
CC‘-, Foreign ControltedCos, | 289 1 39‘5 __W7s 2363
La\_n Sample Companies | m? Tz 108% 4020
Table-11.9



Graph-I1.2
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in a better position to promote host country exports. This does not seem to have

happened in India even in the ‘nineties.

Pattern of Expenditure in Foreign Currencies

Just as companies earn foreign exchange through means other than
exports, they also spend foreign exchange in a similar manner. Table-II.10
provides the pattern of foreign exchange spending by the sample
companies. Unlike in the case of earnings, somewhat more detailed
information on other forms of expenditure is available. As in the case of
earnings where the share of exports declined, the overall share of imports
in total expenditure in foreign currencies also declined. Differences
between various categories of companies also exist. For example, in case
of the T1 companies, the decline was only marginal. On the other hand,
the decline was more prominent in case of other companies especially,

OICs.

Interest payments in case of T1 companies and dividend payments
together with royalty payments in case of FCCs constituted other

important identifiable items of expenditure in foreign currencies. Interest-
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Table-11.10

Composition of Expenditure in Foreign Currencies
by different Categories of Companies

(Percentages)

?Cnmpun}' - Total imporlS Interest Dividends  Know-how Others Total
Afiiliation/ Expenditure “and Royalty

Yuar (Rs Crores) . ,

A T - B ) D - S (®) @ ®)

lT! Top 50 Honses {277) T SO ; _ B
\_1‘_;9_5 56 _ 182 '5 82.87 3.33; U_.ﬁ?_;j; 6.03 713 100.00
1996-97 ___20,31{!1 _ sr4d . L . 269 9.56 100.0
h9o7-98 | 24258 8347 5.7J 536 090 1.40 8.9, 100.00
\1-99_@3 4 mue  m o8l o_.s_%_ 231 049 1000
1999-00 26870 8050 0 562 0 872 266 10.50 100 00
200001 29,393 8075 56l 053 118 11.93 100 00
lTZ Next 50 Houses {150) e __11___ e .
199596 | 5444 91.21] 164 0.30 118 563 10000
w97 | sels  se73  2ad 045 179 6ol 10000
199798 56 867% 288 045 191 sod 10080
1998-99 5156 8423 488 037 149 9.03 10000
11999-00 5,969 84.13 3.7 0.27 162 10.2 100.00
nooo-01 7,31 84.37 2.42 0.21 127 1.73 10000
{!:::HC?': Other Indian Cos. (1431) —— L — - _1
1995-96 2,502 91.39 035 024 192 348 | 10000
l@99¢,-97 o 1009 91,12 1,0 029 155 ood 10000
{;@7-98 [[d 10968 88.65 161 033 145 796 10000
R I 12008 __SB_ET 1.79 02 233 1 53/ 100.00
991K '_ ﬁ{?ﬁ“-_ 8421 ]_-'-iu? gz:;r 0.68 _ 1339 _100.00
2000-01 16,342 8048 137 0.24 060 17,_3@4 . 100.00
I,FCC:. Foreign- thtrofh*rf Cos. {289) - i e
pessge | _8aw A86_-7:‘§;._._ Sy 4w 2% S48 1000
1996-97 N3 8735 o.g_ 3.70 23 5.§3§| ~100.00
19497-98 9956 BRe4 1.09 532 357 743 100.00
199899 1323 8182 1.1;3;r 613, ERTI ¥ 100 00
1999-00 - T 8330 0y 610 323 a7 100 00
2000-01 13,281 74l o7 ,&q;jr Sls  S05 100,00
Al Campunub 2,147 N o i_ ~

1995-96 -11',43?5‘. sa 70 2.-1?}- 1 .29" 371 6.26 100 00
fi—q%w 4;;4_4_— sﬁ.zif Q 1.4{ 225 7_(17: 100 00
199798 50800 84.88 342 159 159 821 100 00
199890 53,728 8150 12 180 240 1008 10000
199900 58,958 82.30 330 176 222 1031 100.00
2000-01 £6,333 80.82 324 204 144 12,45 100.00

Figures in brackets are numbwer oi companies in the respective calegory.,
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ingly, the share of royalty pa’ments declined significantly in case of T1
companies. This could be interpreted in two ways. One, large Indian
companies are depending less and less on technology imports and two,
they are entering more into commodities which are not associated with
technology imports. An equally important possibility is that foreign
companies are less inclined to provide technology to un-associated Indian
companies in the post-liberalisation period.’® In the new regime, not only
the relative share of technical collaborations in the total collaboration but
also the importance of arms-length transfer of technology declined.l’ An
interesting major development in case of the T2 companies, and to some
extent T1 companies as well, is the increasing share of other forms of
expenditure in foreign currencies. The corresponding share was
somewhat stable in case of FCCs. While foreign travel is one component
of such other expenditure, it should be seen whether commissions,

insurance, etc. explain a substantial portion of the other expenditure.

From Table-II.11 it can be seen that Service sector companies once
again behaved differently with very high share of other items of
expenditure. Such items accounted for close two-thirds of the total
expenditure. In case of manufacturing companies too the corresponding
share increased while for primary sector companies, the share declined
steeply. A comparison with Table-11.6 suggests that the other items could
be closely related to earnings in foreign currencies other than through

exports.

o Seer Goyal, S.X., op. ait. (1994); and M.R. Murthy and K.V.K. Ranganathan, ‘Foreign Private
Capital: Penetration through Collaboration” Young Induan, Vol. 8, lIssue No. 10, October 11,
1997.

11 See: S.K. Goyal, et. al,, Foreign Investment Approvals & Implementation Status: A Review
(August 1991 ~ December 1994), Institule for Studies in Industrial Development, 1995,
a report submitted to the Ministry of Finance.
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Table-11.11
Sector-wise Relative Importance of Expenditure other than Imports
in Foreign Currencies
{Percentages)

Year Sector
' Primary { Manufacturing Services

:_{H =L l ; al_ ___ I ) 14y
. 1995-96 i 25.19 11.04 37.33
i 199697 E_ 1623 -—_— C1190 40.43

199798 d—_" B lr“__:ﬁ'e“il:ﬂ???” T Tz T asss
1 A1998—979__7_ o l—— o 1_799” - _15.44 B 53.31 -
(w9900 13.40 | B2, s
L_ZOOQ:O} —L_“ e “8.81 ) 14.17“ o 66.36 ’

Within imports too substantial changes are taking place. Imports of
raw materials, stores and spares are becoming more significant (Table-
I1.12, Graphs-II.3A&B ). On the other hand, share of capital goods fell
quite steeply. While falling imports of -capital goods may be a reflection
of the slowing down of the economy, the fast increasing imports especially
of raw materials suggest the long term dependence on imported
intermediate inputs by large Indian companies. Interestingly, non-large
house Indian companies did not experience a similar decline in the share
of imported capital goods. Another factor which emerged of late is the
import of finished goods possibly for re-sale in the domestic market. The
share of imported finished goods in total imports was not only high in
case of foreign-controlled companies, unlike in case of Indian companies
the share did not record a decline in 2000-01. In case of OICs too, finished
goods in general claimed an increasing share, if one ignores the final year.
Over all, the number of companies importing finished goods increased
gradually from 188 in 1995-96 to 249 in 2000-01. Out of the 61 companies
which imported Rs. 10 crores or more worth of finished goods in 2000-01

29, or about half, are FCCs.
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Company

Affiliation/

Total Im p()rts

(Rs. Crores)

Table-11.12
Composition of Imports: Category-wise

Raw Mé’i’é?iéi’s{

v ) (Percentages)
Capital Goods  Finished Goods

Total

Year

. (1) @ (4). ! 5 (6)

T1: Top S0 Houses 277) e g e
wusee 15086 el 4 1000
wesr | s S g T R T
o798 1 20,298 1t3:§3,l;___ . ?:«gs!ﬁ!__ - Jt)t:.lﬂi
199899 09 o4 ads s 100w
howsoo_ 20987 _ses 1147 10000
o S <Y - S L e osan oo
T2 NextSOHowses(ts0) _ 4 4 |
199596 | 4,965 66.54 B 053 100.0¢
1996-97 5,039 7421 21.53 4.‘2@ 100.00
1997-98 1 4,478 80.73 15.09 118 10000
1998-99 4,342 §0.19 14.60 52 1@0?
199900 5,022 80.77 142 195 100,00
200001 1 6,174 89.4 6,71 3.80 100.00
(01Cs: Other Indian Cos. (431) | _*‘
1199596 ) 8684 7650 100.00
199697 9,294 74.28 100.00)
o s 9,72 7889 10009
i9s99 4 0051 7m0 100
povs00 L s - 7179 om0
000 | was sLam 683 100.00
FCUs: Forcign-Controlied Cos. (263) ‘..___A U ;I' o 7
19959 L tme e 100,00
19071 9882 65.95 200,00
wes L smn e s 100w
w9 o oz %o
e wo_ ms o 00
200001 10,550 med 813 13.2% 100,00
All Camtpranivs (2,147) N B . + E
JENEER 25,960 7357 2297 O 3de 100.00
1996-97 ) 4,964 7148 2263 489 L0408
1097.98 13,125 7595 17.30 675 o
1995-99 43,767 742 1682 az6 0.0
1999-00 48,558 7855 10.29 110 19000
2000-01 53,610 85.42 751 7.07 100 00

Figures in brackets are number of companies in the respective category
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Graphs-11.3A&B

Broad Compqsdition of Imports: 2000-01
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Broad Composition of Imports: 1995-96
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Notable among the FCCs are: Aventis Pharma, BASF (India), Birla
3M, Burroughs Wellcome, Carrier Aircon, Clariant (India), Gestetner,
Glaxo, Hind Lever Chemicals, Hindustan Lever, Infar (India), Kalyani
Sharp, Kodak (India), Krone Communications, Lederle, Novarts, Pfizer,
Ricoh (India), Sandvik Asia, Smithkline Beecham Pharmaceuticals (India)
Ltd., and Wyeth Lederle. Prominent among the Indian companies are:
Adani Exports, Deepak Fertilisers & Petrochemicals, HCL Infosystems,
IVP Ltd., Grasim Industries, and Priya Ltd. The case of Adani Export
presents an interesting case. The company is a recognised Super Star
Trading House which has also been conferred the Golden trader status.!?
1t can be seen from Table-11.13 that while the company’s exports declined
after 1997-98, imports increased substantially. What is even more
important is the fact that practically all the imports were of finished goods.
This offers a clear case of imports not being related to exports and the net
balance on trade account falling substantially due to the import of finished

goods.

12 Expurters who have attained Export House, Trading House, Star Trading Houses and Super
Star Trading Houses status for three terms and more and continue o export were eligible for
Golden slatus corlificate.
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Table-11.13
Exports and Imports of Adani Exports Ltd.
. (A Golden Super Star Trading House)

a '_Expc;rts l gl;npnrts Impart of Trade Balanee

. o b Finished Goods )
m ) (M N {4 {5
11995-96 —l LY - s A VA 57280
11996-97 P 10895 28268 28268 B8OS40
l]997—98 Y'Y 40967 40951  1,21893
09899 L 110885 41896 41879 8126
199900 . 116999 85723 8723 30631
00001 _ 98586 e’ 675 33691

Another interesting case is that of Hind Lever Chemicals Ltd. (HLCL), 50
per cent of whose shares are held by Hindustan Lever Ltd (HLL). While
HLL does not show any significant amount of import of finished goods,
HLCL reported increasing amount of finished goods since 1998-99.
Incidentally, HLCL ceased to be a subsidiary of HLL in 1999 and as stated
earlier both the companies clarify that the reported import figures do not
include imported items purchased locally and those obtained from
canalising agencies. Given the possible coordination between the two
group companies it should be seen to what extent the imports of HLCL are
used for own purposes and for use by HLL or other companies of the
group. By itself, HLL is able to show a highly favourable surplus on
account of net foreign exchange earnings. If the imports of HLCL are also
combined, it is easy to see that the position changes drastically (Table-
I1.14). Had HLL’s share been a little higher, HLCL would have been a
subsidiary of HLL in which case, HLCL’s accounts would have been
consolidated with HLL’s. The consolidated accounts would have
reflected HLCL’s imports too and the group’s net earning position would
have been not so favourable. While the trade balance on account of HLL
appears to have risen fast from Rs. 118.20 crores in 1995-96 to Rs. 1,182.23
crores in 2000-01, when seen in combination with HLCL's trade balance,
the rise, however, does not appear to be so impressive. Indeed, net

earnings turn out to be highly negative in the intermediate years and only
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nominal in the final year. Seen in the background of the transformation of

HLCL into a fertiliser company after exchange of business with HLL, from

being a manufacturer of detergents!, it is easy to see how individual

compar.y export and import values can be misleading.

incidentally,

exports of HLCL are practically nil once again underlining the fact that

imports may not be related to exports at the level of individual company.

More importantly, the cases of Adani Exports and the HLL group, raise

serious questions about the possible benefits from Export and Trading

Houses in terms of net foreign exchange earnings.

Table-11.14

Exports, Imports and Net Earnings of Foreign Exchange by Hind Lever
Chemicals Ltd and Hindustan Lever Ltd

_{Amount in Rs, Crores}

— T T Of which,
L __ . |Exporis Imports Finished 999és_JTra‘i_e_Balaac_e, L\iet Earnings
W @) @ @ B R
o ___ HindLeverChemicalsld |
199596 | 0.00 000 go_o}r 00 o.u‘gi‘
1996-97 | a98 30530 000 30032 30036
nozos | oo mwsm ool awmxm o
1998-99. D 020 5460 23128 S4540 _ -545.42)
1999-00 . 000 81530 45005} 81530 81587
w0000 000 8114 40045 81114 -811.70;
B o L ~__ _  HindustanLeverltd )
199596 [ 5210 41090 23 nsa0 58.76)
1996-97 63880 24886 833 389.94 30175
1997-98 ! 762.70 42710 26.78 335.60 190.45
199899 1073.47, 46528 3463 608.19 386.22
1999-00 131156, 43864 18.64 §72.92 573.34
2000-01 1692.06 509.83 22.18 1182.23 813.33
Hind Lever Chemicals Ltd and Hindustan Lever Ltd Combined
1995-96 ' 529.10 41090 232 118.20 58.76
1996-97 64378 554.16, 833 89.62 137
1997-98 762.70 745.32 26.78 17.38 -127.79
1998-99 1073.67 1010.88 20591 62.79 -159.20
1999-00 ‘ 1311.50 1253.94 168,69 57.62 242,53
2000-01 ; 169206 132097 42263 371.09 163

13 The company was earlier known as Stepan Chemicals Ltd. It swapped its facilities of soaps and
detergents with HLL's fertilizer and industrial chemicals division located at Haldia in West

Bengal in 1996.
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Import Intensity

Import dependence too varied (Table-I1.15). It does appear that the
overall import dependence declined for all categories of companies. It P‘1a5,
however, to be noted that the observed import-sales ratios could be
misleading because companies while on the one hand are not only importing
substantial amount of finished goods, but they are also buying finished goods
_from the local manufacturers. To that extent, one should compare imports
with sales emerging out of own production only. Also, there could be a
hidden amount of indirect imports whether purchased from local traders
who brought the items for stock and sale or because the local supporting
manufacturers themselves are using imported raw materials and
components. One may refer to the case of Colgate’s production associates
described in the previous section. Column (5) of the Table-11.13 shows the
ratio of sales of traded items to manufactured items. Though the ratio
declined suddenly in the final year, it was above 10 per cent in all the other
years. It can be seen that the ratio is the highest for FCCs (Graph-II.4). On the
other hand, finished goods too occupied an important position in the imports
of FCCs. Such trading is prominent in many consumer non-durables (See
Table-I1.15 for illustrative cases). Assuming that imported raw materials and
capital goods would be used in own manufacture and are not passed on to
units with which the companies have production arrangements, it would be
more appropriate to compare import of raw materials (and capital goods)
with sale of own manufactures. The relevant ratios are shown in columns (7)

and (8) of Table-11.16. Once again, the results are mixed.

While the top 50 house companies show an increasing dependence
on imported raw materials, there are no clear patterns in case of the
second 50 companies and other Indian companies. In case of FCCs too the
ratio did not show any clear trend. It was, however, lower than that in the
initial two years. It does appear that FCCs are increasingly depending on
imports for finished goods and traded items instead of for local

production purposes.



Table - 11.15

Selected List of Consumer Items Marketed by MNCs and Indian Large Companies

Marketed by

Product

‘Made by

Asian Cables Ltd*

Wilman Shaving Cream

Jokhi Cosmetics & Consumer Products
Pvt Ltd, Mumbai

Asian Cables Ltd*

Wilman Shaving Foam

‘Vimsons Aerosol, Anand-

Bajaj Sevashram Ltd

Bajaj Brahmi Amla Hair oil

Frangrance Cosmetic Pvt Ltd

Bajaj Sevashram Ltd

Bajaj Brahmi Amla Hair Oil

-Vina Cosmetics Inds, Dabhasa

Balsara Home Products Ltd

iOdonil

Varun Industries, Silvassa

Balsara Homeé Products Ltd

Baboo] Tooth Paste

Vaspar, Silvassa

Balsara Home Products Pvt Ltd

Tooth Paste {Meswak)

Paun Household Products Pvt Ltd

Britannia Industries Ltd

Processed Cheese & Flavoured
Milk

‘Dynamix Dairy Inds Ltd., Baramati

Britannia Industries Ltd

Tiger Brand Glucose Biscuits

‘French Foods India Pvt Ltd., Faridabad

Britannia Industries Ltd

Tiger Brand Glucose Biscuits

Gokul Foods Pvt Ltd., Fatehpur

Britannia Industries Ltd

Tiger Brand Glucose Biscuits

RKM Foods, Patankot

Britannia Industries Ltd

‘Tiger Brand Glucose Biscuits

Super Snacks Pvt Ltd., Ghaziabad

Cadbury India Ltd ‘Drinking Chocolate Shree Warna Sahakari Dudh Utpadak
‘Prakriya

'Cadila Laboratories Ltd* Talcum Powder & Cleanser |Frontline Cosmetics, Ahmedabad

iCalcutta Chemical Co Ltd* " 'Margo Soap Super Cosmetics Pvt Ltd, Kanpur

:Coca Cola India Pvt Ltd Sunfill Soft Drink Concentrate Enrich Agro Food Products Ltd.

Colfax Laboratories India Ltd*

Blue Stratos After Shae Lotion

‘PIM Pharmaceuticals Pvt Ltd

Colgate Palmolive India Ltd :Charmis Cold Cream 'Accra Pac (1) Ltd., Vapi

Colgate Palmolive India Ltd* ‘“Tooth Brushes Advani Industries, Maharashtra
Colgate Palmolive India Ltd Colgate Dental Cream |Colgate Palmolive Nepal Pvt Ltd
Colgate Palmolive India Ltd Tooth Brushes Contemporary Targets Ltd., Vadodara

Colgate Palmolive India Ltd

Tooth Brushes

Contemparary Targett Prafull Pvt Ltd,
Delhi

Colgate Palmolive India Ltd

Palmolive Shaving Cream

.Coral Cosmetics Ltd., Thane

Colgate Palmolive India Ltd*

Tooth Powder

Crystal Cosmetics Ltd., Hyderabad

Colgate Palmolive India Ltd*

Tooth Brushes

Dve-Aze Pvt Ltd

Colgate Palmolive India Ltd

Tooth Brushes

Logic Plastics Pvt Ltd., Daman

Colgate Palmolive India Ltd

Tooth Paste

Lumena Home Products Pvt Ltd.

Colgate Palmolive India Ltd*

Shampoo & Palmolive Brilliantine

MG Shahani & Co (Delhi) Ltd, Delhi

Colgate Palmolive India Ltd

Colgate Dental Cream

Sterting Home Products Pvt Ltd

Colgrate Palmolive India Ltd

Cibaca Tooth Paste

Sunshine Cosmetics Pvt Ltd

Colgate Palmolive India Lid

Tooth Brushes

United Bristlers & Brushes Pvt Ltd,
Mumbat

Dabur India Ltd

Dabur Amla Kesh Tel, Dabur

Vatika & Dabur Lal Dant Manjan

Dabur Nepal Pvt Litd

Dabur India Ltd

Sskavel L

Dabur Vatika Shampoo Northern Aromatics Ltd
fodex Burn Spray ‘Accra Pac India, Vapi
Cillette India Ltd Shaving Gel Aeropharma Ltd, Murbad Gel imported

‘by Gillette India)
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Marketed by

iProduct

Made by

Godrej Consumer Products Lid

iGodrej Fairglow Fairness Cream

iKraftech Products Inc

Godrej Consumer Products Ltd

iEzee Liquid Detergent

Loco Products Co. Pvt Ltd

Godrej Consumer Products Ltd

Godrej Shaving Round

Pioneer Cosmetics, Dadra

Godrej Soaps Ltd*

Godrej Rich Foam

Kaivan Cosmetics, Daman

Godrej Soaps Ltd* Cinthol Luxury Toilet Powder Konkan Laboratories Pvt Ldt
Godrej Soaps Ltd* Godrej Lather Shaving Cream ‘National Trading Co., Bomaby
Godrej Soaps Ltd* :Velvette Egg Shampoo (Sachet) ~ Shree Cosmetics, Pondicherry
Godprej Soaps Ltd* Godrej Hair Dye Urisan Cosmetics Pvt Ltd., Mumbai

Godre| Soaps Ltd*

Velvette Black Shampoo (Sachet)

Venmetics, Pqndicherry

Henkel Spic India Ltd FA Soap VVF Ltd, Navsari
Hindustan Ciba-Geigy Ltd* -Cibaca Tooth Powder Kent Labs (Mumbeai) Pvt Ltd
Hindustan Lever Ltd ITaj Mahal Tea Bags Aadithya Industries, Coimbatore
Hindustan Lever Ltd Sun Silk Shampoo :Alfa Packaging, Silvassa+D30
Hindustan Lever Ltd ‘Nail Enamel Remover AlpaR & P Ltd
Hindustan Lever Ltd "Clinic Plus Coconut Hair Qil iBeta Cosmetcis, Silvassa
Hindustan Lever Ltd iClose Up Tooth Paste iGlobal Halthcare Products, Silvassa
Hindustan Lever Ltd 'Close-up Tooth Paste 1Global Healthcare Products Pvt Ltd.
Hindustan Lever Ltd 'Clinic Plus Shampoo Heailhcare Products Pvt Ltd
Hindustan Lever Ltd :Kissan Fruit Kick Squash & Kissan Himalayan Frozen Foods Ltd

1Jam
Hindustan Lever Ltd* Tooth Paste |International Healthcare Products Pvt

Ltd, Mumbai

Hindustan Lever Ltd Makson Foods Pvt Ltd, Surendra Nagar

Max Magic, Sugar Confectionary

Hindustan Lever Ltd

iFair & Lovely Fairness Cream,
Ayush Shampoo & Pepsodent
Tooth Paste

'"Mul Dentpro Pvt Ltd,, Daman

Hindustan Lever Ltd

Lifebuoy Soap

Nahar Industrial Enterprises Ltd.,
Ludhiana

Hindustan Lever Ltd Pepsodent Tooth Paste Prime Healthcare Products, Daman

Hindustan Lever Ltd Taj Mahal Tea Bags Swaraj Techno Engineers Pvt Ltd,
Faridabad

Hindustan Lever Ltd Tooth Brushes Unident Brushes Pvt Ltd

Hindustan Lever Ltd (imported  Dove Soap Lever Faberge Deutschland GMBH,

and marketed by)

Mannheim, Germany

Indexport Ltd s/0 Hindustan
Lever Ltd*

Liril Freshness Talc, Sun Silk &
Clininc Shampoo

International Healthcare Products Ltd,
Mumbai

Indexport Ltd s/o Hindustan
Lever Ltd*

Tooth Paste

Mul Healthcare Products Pvt Ltd

Indexport Ltd. (Subsidiary of
Hindustan Lever Ltd

Denim After Shave lotion

Accra Pac (1) Ltd., Vapi

Indexport Ltd. s/o Hindustan
Lever Ltd*

Fair & Lovely Cream

International Healthcare Products Pyt
Ltd., Mumbai

Indexport Ltd. s/o Hindustan
Lever Ltd*

Sun Silk Shampoo

International Healthcare Products Pvt
Ltd., Mumbai

Indian Shaving Products Ltd*

7 O' Clock Ejtek Shaving Cream

Lucky Laboratories Ltd, Sikandrabad

IB Advani & Co (Mysore) Ltd*

English Leather Taicum Powder

Peeriess Panoramic Products Pvt Ltd

JL Morison India Ltd*

Addis Shaving Brush

Crystal, Mumbai

L



Marketed by

Product

iMade by

JL Morison India Ltd*

iNivea Shaving Brush

Herman Plastic Industries

JL Morison India Ltd

Nivea Body Talc & Nivea Shaving Kaivan Cosmetics, Daman

Cream

JL Morison India Lid*

Nivea Fine Talc

Saina Industries, Silvassa

Kissan Products Ltd. (Licensee)*

Kissan Mill. Biscuits

Premier Biscuits Pvt Ltd.,

Kores India Ltd

Glue Stick

Vapson Chemical Products Pvt Ltd,

_ Mumpbai

Leo Mattel (India) Pvt Ltd

Barbie Pretty & Cool Dolls

rFancy Fittings Ltd, Mumbai

Muller & PPhipps India Ltd*

"Cuticura Li vender Mist (Large)

Alpha Cosmetics

Muller & Phipps India Ltd*

‘Cuticura International Classic

‘Anand Cosmetics, Bangalore

Muller & Phipps India Ltd*

Cavisan

iChemicure Laboratories Pvtt. Ltd.,
Udaipur

Muller & Phipps India Ltd*

Cuticura Prickly Heat Powder

‘Lakshmi Cosmetics, Pondicherry

Muller & Phipps India Ltd*

Cuticura Lavender Mist

Pavitra Cosmetics, Madras

Muller & Phipps India Ltd*

Cuticura International Classic

:Venus Products

Muller & Phipps India Ltd*

Flush Up

Walsons Laboratories, Calicut

Nature Cosmetic Enterprises Pvt
Ltd*

Lure Shampoo

Modern Cosmetics, Virar

Nestle India Ltd Maggie Tomato Ketchup Nijjer Agro Foods Ltd

Parle Prodcuts Ltd Hide & Seek Biscuits iBBL Foods Pvt Ltd

Parle Products Ltd* iPrudent Tooth Paste Flash Laboratories Ltd

Wsi Foods Ltd (Diet Pepsi Soft Drink Jai Drinks Pvt Ltd, Jaipur

Pond's India Ltd* Pond's Conditioning Shampoo | Care Treat, Bharuch

‘Pond's India Ltd* iPond's Soap Godrej Soaps Ltd

Pond's India Ltd* 'Pond's Sandal Talc ‘International Healthcare Products Ltd,
’ iMumbai

Pond's India Ltd* ‘Pomade (Vaseline) ‘JB Advani & Co (Mysore) Ltd

Procter & Gamble Home Products
Ltd

'Old Spice Shaving Cream

Colfax Laboratories Pvt Ltd, Panda

Procter & Gamble Home Products
L.td

Head & Shoulders Shapoo Sachet

iProcter & Gamble Mfg (Thailand) Ltd

Rallis India Ltd*

‘Rallicoil (Mosquito Coil)

Senio Chemicals Pvt Ltd, Hyderabad

Reckitt Benckiser (1) Ltd

Mortein Mosquito Coil

‘Hindustan Seals Ltd

Reckitt Benckiser (I) Ltd* ‘Dettol Universal Generics Pvt Ltd., Mumbai
Reckitt Benckiser (1) Ltd Dettol Shaving Cream VVF Ltd, Navsari
Sara Lee TTK Ltd Brylcream Stylus Cream Padmam Herbal Care Pvt Ltd

Smithkline Beecham

ENO Fruit Salt

Southern Drugs & Pharmaceuticals

Tropicana Beverages Co.

Tropicana Fruit Juice

Dynamix Dairy Inds [_td., Baramati

Wipro Ltd*

Santoor Beauty Talc

Saina Industries, Silvassa

* From S.K. Goval, et. al., India's lmports & Exports: Some Insights, 1SID, 1991,



Table-11.16

Changes in the Import Intensity of Sample Companies

C mnp&ny Affilialion/ ‘Net Sales
Year

{Rx. Crores)

|Imports
((Rs. Crores)
I

Ninports /Sales Ratio of
Ratia

Share of

Traded Sales o finishiced

| Manufacturinggomds in

(Perccnla ges)
Ratio of Imports to Sales of
Own Manufactures
Caplhl Goods Raw

96

: ! ! ) Salvs iimpﬂris and Raw Materials
| ! Material Imports
L _ e L pmpors
i W [ B ) NS S N B
Top 50 Houses (277) —1 - | __[__ j___ o _
fms-% 99,989 15086 1509 1103 439 1573 1152
1199697 113563 16,748 1475 1064 503 1545 1217
;1937-98 122,699 20,298 16.54 113 749 17._2_5?_1_@9}.
1998-99 129525 20,129 15,54 107 9.2 1629 1244
1999-00 146,857 20,987 14.29 1000 1147 1437 13.07
2000-01 160,840 23,735 147 932 531 1589 1504
E Next 50 Houses sy - )y E |
1995-96 31,035 4,965 16.00 ug# 0.92 1676 11 25
1996-97 36,088 5,039 1396 1197 426 1441 1117
1997-98 38,533 4,878 12.66 13.66 4.18 1348 1135
11998-99 41,004 4343 10.56 12.5¢ 5.21 11.05 9.35
199900 44,223 5,022 1136 7.21 495 11.56 9.82
2000-01 ] 49,028 6,174 12.59 685 _ 380 133§ 1242
OICs: Other Indian Cos. (1,431) _ _ __J ‘ !
19959 L __earsd  mesd  wsd w29 195 1457 1168
199697 o2 994 1305 948 37 1413 1091
1997-98 T rme e 1236 995 510 1345 1118
199899 | s708 10050 1s 1220 e 1237 1067
199900 96827 11608 1199 l‘ﬁj_ 1250 12850 1111
boosot b 105406 1315y 1248) 753 es3 1377 1203
'FCCs: Fore 1gn- (‘mltro"t'd Cos. (289} | b 1 __%J‘ T _ o
19959 ﬁ9go_ ~ ]_,p.zt;il o 1446 1;.}"71 5100 13.36 11.58
1996-97 o 61,257 9882 " 1613 1172 o4 1479 1038
1997-98 l 66,083, 5,228 1245 12,03 839 11.21 9.42
199899 _J 71721 9264 292 1499 135, 1135 9.71
1999-00 80,625 10941 1357 449 1202 1209 1025
2000-01 84,786 HL550: 11-14| aay 13.23 1097 9.94
All Compunics (2,147) Pl - % } ‘
1995-96 . BN, 3N KT Wi, e 1497 1168
1996-97 LB ey 1452 1079 4w 1413 1091
1997-98 305955 43,125 14,10 1137 675 13.45 11.18
1998.99 3294 4% 43787 13.29) 125 97 1237 1067
11999-00 308573 48558 13.18 1113 1116 1250 111
2000-01 00061 53 6IOI _____ 1340 9ss, 707 1377 1203
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While studies have shown that FCCs have not been major exporters
from India, it was suggested that in the earlier regulated regime, when
FCCs in general could not have a foreign subsidiary status, technology
imports had also to be licensed on a case to case basis and companies were
even prevented from seeking foreign technology in case indigenous
technologies were available, foreign parent companies were not prepared
to integrate the operations of their Indian affiliates which could have
helped in better access to technology and markets of the parent
companies. These restrictions have since been done away with. As a
result, a good number of former minority FCCs acquired subsidiary
status.

Further, among the new approvals, those with majority stake for

the foreign shareholder are progressively claiming an increasing share.!5

Also, import of technology has been allowed through the automatic

4 These include Colgate, Cadbury, Coats Viyella, Kodak, Avery, Atlas Copco,
Cummins, BASF, Bata, Bayer, Birla 3M, Carrier Aircon, Colour-Chem, Coates of India,
Foseco, Goodlass Nerolac, 1Cl, Kalyani Sharp, Otis, Philips, Reckitt Benckiser, Procter
& Gamble, Ricoh, Singer, Timken, Whirlpool, etc.

5 From 30.74 per cent in August 1991 to 1992, the share of subsidiaries in tolal financial
collaboration approvals went up to 58.77 per cent during 1996 to August 1998. See:
K.S. Chalapati Rao, M.R. Murthy & K.V.K. Ranganathan, op. cit.
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approval route in most cases (Table-11.17 & Graph-I1.5). In spite of these
changes, the fact that FCCs did not turn out to be more export-oriented,
therefore, neeas a closer examination. Is it because FCCs are under lesser
pressure now than earlier to export or the industrial composition of FCCs
is such that there was little scope for improvement? It is also a fact that
some of the major FCCs grew through mergers which add to the export
volumes of FCCs covered in the sample. Had it not been so, exports of
sample FCCs would have grown even slower. For example, exports of
Brooke Bond (India) Ltd and Ponds (India) Ltd., which were merged with
Hindustan Lever Ltd. (HLL), a Golden Super Star Trading House, in 1996
and 1998 respectively, are reflected in HLL’s exports for the first time in
1996-97 and 1998-99 respectively. But for a sharp jump in the final year,
the export-sales ratio of FCCs did not improve at the aggregate level.

Table-11.17
Relative Share of Technical Collaborations in Foreign Collaboration Approvals

Year E Number of Foreign Collaborations Approved Share of Technica IIIShare of
Collaborations in jAutomatic
Tolal Approvals Approvalsin

Of whigh, T_eEhgiEil 13)/(2) x 100 Total Technical

lApproved by RBI under the Collaborations
! A [Automatic Route _ ]' (4)/(3) x 100

Ly Loo@ g B W e e

1991 ' 950 661 147 [ 6958 | 2224
1992 1mM) 88 | 485 L 5447 [ 5857
1993 14701 691 | - M1 T 4701 [ 6382
994 185t 792 gy 501 T wmp T 6326
1995 2337 . 982 , 552 ) T s62i
1996 2303 747 _ oA 3231 5699
1997 235 _ 660 _ 116 2839 _63.03
1998 =’ 178 595 401 <K 67.39
1999 ) 22247 498 | R4 T 223 - 6506

2000 § 2144 418 __{ 286 S 1950 1T o842
2001 z 2270 288 212 1269 73.61

Source: Mmlstry of Commerce & lndustry, SIA Newsletter, April 2002 and September 2001.
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Graph-II.5
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Ownership Category-wise Net Earnings in Foreign Currencies

In view of the serious foreign exchange constraint faced by the
country in the earlier regime, it had been a matter of importance to which
extent the corporate sector was able to meet its requirement of foreign
exchange and its ability to contribute net foreign exchange for the
economy. The emphasis was more on large Indian companies and foreign
companies both of which are expected to have better access to external
markets due to their size and foreign affiliation respectively. As
mentioned earlier, it has been, however, observed that these two
categories were net spenders of foreign exchange.’® While the country has
accumulated huge foreign exchange reserves, these have been built-up
more through capital inflows which have servicing obligations instead of
surpluses on the trade account. How the large corporate sector’s
contribution has changed in the new regime, therefore, continues to be a
matter of significance. Table-Il.18 presents the net foreign exchange

earnings by different sets of companies during the study period. While

le. S.K. Goyal, The Impact of Foreign Subsidiaries on India’s Balance of Payments, a report submitted to
the CTC-ESCAP Jaint Unit, Bangkok, 1979; Sumitra Chushti, ‘International Trading
Environment: Technological Aspects and India’s Exports’, Forvign Trade Review, Vol. 20, Issue
No. 1, 1985; Pitou van Dijck and K.S. Chalapati Rao, India’s Trade Policy and the Export
Performance of Industry, Sage, Dethi, 1994; and Ravindra H Dholakia and Deepak Kapur,
‘Economic Reforms and Trade Performance ~ Private Corporate Sector in India’, Economic and
Political Weekly, Vol. 36, Issue No. 49, 2001.
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net outgo of foreign exchange on account of the operations of the sample
companies declined at current prices, from Rs. 12,000 crores to nearly Rs.
2,000 crores, the T1 companies and FCCs continue to be net spenders of
foreign exchange and a major portion of the deficit is accounted for by T1
companies. Total expenditure in their case exceeded the earnings in all the
years. Interestingly, net earnings improved substantially in case of T2
- companies. OICs even turned net earners of foreign exchange. But for the .
fact that OICs improved their foreign exchange earning capacity, the

overall deficit would have been substantially higher.

It should be seen to what extent industry characteristics are
responsible for the export earnings and observed net earnings capacity of
different groups. This is particularly so in the context of differing behaviour
of companies in particular sectors in terms of relative share of other earnings
in total earnings in foreign currencies. It is possible that an analysis at
industry group level may throw better light on exports and provide answers
to questions such as: (i) are a good number of non-house companies, which
turned out to be better export-oriented, engaged in textiles, pharmaceutical
products and software; and (ii) do FCCs, irrespective of the industry in which

they operate, focus on the domestic market, etc.

One way of looking at the export performance of companies is
through the extent of imports covered by their exports. While at the
aggregate level, 92.8 per cent of the imports are covered by the sample
companies” exports, the ratio was the lowest for FCCs at slightly less than
three-fourths. Other Indian companies performed the best among all the
categories of companies (Table-I1.19). In most product groups, domestic
companies, especially the non-large house companies displayed better
exports-imports ratio. ~ While due importance has been given to
composition of sales while classifying companies, the same classification
might have only a limited relevance when it comes to individual
company’s exports especially in case of Export and Trading Houses. For

instance, ITC, a Golden Star Trading House, has been classified under the
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Table-I1.18
Earnings and Expenditure in Foreign Currencies
by different Categories of Companies

{Amoun] i Re Crores,

C{)lﬁ}wan) Affiliation/
Year

Total Earnings Tatal ‘Exp-'nuii{un'

;Nul Lamings
Y-

Earnings/ Bxpen
Jiture Ratio
(21 /03) x 1w

(1) @ _{ . ® (5) ,
"n Top 51 Heuses (277) _ N
ﬂﬂ?@ﬁ R - N 59.50
199697 ’ __ 13898 67.42
199798 _ 15,;.3—3 589
1998-99 — _ledy By ! o 634
1999-00 1863 26070 7440 71.46
2000-01 L 24310 29393 5088 8271
IT2: Next 50 Houses (150) . S
li995-96_ L 3,05 54 2,392 56.06
hoos-97 o _.3758 5613 -1860 66.87.
1997-98 4,379 585 -1»,2@{ 77.5;'{
199893 4,770, 518 386 9251
1999-00 5,530, 5,96 439 9265
R000-01 6,954 7,318 364 _ 9503
OICa. Other Indian Cos. (1,431 .
51995-96 L 10,159 9502 657 _106.91‘
h996-97 ( R TR S U I X 118,87
ga798 _’ 14,07 1’ 109 i 5 128.31
199899 R Y S 13167
1999-00 - 1772;{ 13788 . 128.56
20004 b 23;;}}_ 16,343 14239
FCCs: Foreign-Controlled Cos. (289 _ . '“'_ﬂ B
1995-96 o) B2 s,a:cj 3,057 _63.28
1996-97 o 33;1_11 . 11,314 4973 56.05
1997-98 7,§1_z'e1'r e 2,144 78.47
1998-99 807 3,300 70 80
1999-00 8478 1_3”1_ _3_5 4,657 6433
;0\10—01 '-!',(1_54\" 13,281 -3,627 7209
All Compuanics (2,147) '

" r

1995-96 29313 11475 12,162 70.08
1996-97 35912 47,444, -11,532 7509
1997-98 42,198 50,806 -8,008 83 to
1998-99 44,835 53,728 -8,593 83 45
1999-00 50,300 58,958 -8,598 8542
2000-01 1,187 66,333 -2,140 9 7o

hgurcs in brackets mduale the number of compamcs in the respective category,
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Table-11.19

Product Group/Activity-wise and Ownership Category-wise
Ratio of Exports to Imports Ratio: 2000-01

- - - .- ( Porwn tages)

L Activity T1:Top50 T2 Next50 |JUICx: Other FCCs: All
( Houses Heuses Indian Cos. Fore:gn- Companies
t \_. - Controlled
R ] o Ces A __

) I - ) 157N O R
1. Ammal Products . | e 442l 131240
2 Plantations & Agricultural Products | 1503327 [ 189208 168334 173404
| 3. Mineral Products o 60y r_ 129.46'_ 6333 13.65
| 4. Fats, Oils & Derived Products o __—‘E. 3766 25.18 10488 013 4378
5. Food Products, Beverages & . v
 Tobacco Products 11803 30633 25447 263.28 265.40
6. Textiles 229.7 220,647, 0799 14372 2R3
7. Leather & Leather Products 310.10; 150.00 285.32;
8. Wood & Wood Products 3.57) 65.03! { 63.96
(o vood & ¥ —— A — .
9. _Paper & Paper Products L 21. 1§L_ ) 3223 10036 4538
10. Chemicals & Chemical Products 54.88 2675 126.13 4127 74. 82
11. Plastic & Rubber Products 64.88 121.80) 102.30 2469 78 791
12. Non-Metallic Mineral Products 7633 3143 77.62 1870 56.63
13. Metals & Metal Products 109.71 4612[1-—1"21—21 18755  103.51
14, Non-Electrical Machinery 142.33 16498 10815 98.59 11003 -
15. Electrical Machinery, Appliances, etc. etc 99.71 26.87, 131.07; 78.78 81§3‘
16. Electronic Items & Components 21.44 27120 . 3142 3317 2852
17. Transport Bquipment | 12601 9180 _ 11208 326 s6.12
18. Misc, Manufactured Articles S - | 149 7170 7939
19.Gems&dewellery | | e 100 | 14
20. Diversified Companies o 1n222 5_97.35=__ 65.68 249.54 124.14
[21. Construction ] L0464 w67 4714 43.87
E?._Z._T_gad_u_ig, Hotels & Restaurants _ | 36035 1,569.6#; ) 23709 1{_15_' 24447
123, Computer Software | 210 sed asar | 20690
iAll Companies 8191, 759 13489 74,69 92.80

Food, Beverages and Tobacco Products category because of the high 88.53

per cent share of cigarettes and smoking tobacco in its sales in 2000-01.

The company’s exports, however, include many unprocessed agricultural

items.

According to the company, its International Business Division

trades in a wide range of agricultural commodities and aqua exports.!

These, obviously, have no direct relationship with the concerned TNC’s

strength in international markets nor are they related to its main product,

i.e., cigarettes.

17

pepper, processed frozen fruits and vegetables, etc.
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Except for metals and metal products, where exports exceeded
imports considerably, in all other chemical and engineering industries,
FCCs' were not meeting their imports through exports. Moreover, their
ratios were lower than the corresponding sector averages. Another
exception is Electronic Items and Components. Even in this case, the
difference was quite narrow. Though FCCs fared better than the group’s
average in case of diversified companies, it should be noted that among
such FCCs was Hindustan Lever Ltd., a Golden Super Star Trading House
some of whose export products not only do not fall under the
manufacturing sector but are also purchased from others. For instance,
during 2000, the company purchased goods worth Rs. 2,613 crores (of
which, marine products — Rs. 585 crores, agricultural commodities,

scourers, edible oils, fats, etc. — Rs. 607 crores).

Table-11.20

Sector-wise Earnings, Expenditure and Net Earnings in Foreign Currencies
(US$ mn.)
Year _ —I__Prirlhary i Manuf_égt‘;ri_ng !_ Services
Earnings| Expen- | Net |Earnings| Expen- . Net :Eamings Expen-  Net !
L _ diture |Earnings diture Earnings: ; diture Earnings
1) 2 3) 4) ) © I @ | ® © | o
i1995-96 | 1,181 1,377;5 196; 38,240 22,802i —15A_3§i 2054 5134 3,080
1996-97 2,603 __1_,590? -1,013: 42,308 27,456, -14852 2534 6867 4333
1997-98 i 3265 1,945  -1,3200 44,274) 31562 -12,713 3267 8,692 5425,
'[192_8-9_9_ | 4951 2367 2585 44,757 32,186 _-1_2,5_71! 4,020 10,282 6,262i
199900 | _ 5229 1946 -3283 48,207 36,186 -12,021; 5523 12228 6,705
530{}0-01 P 7492 2240 5252 651 ,700% 44,366  -7,333 7,141 17,580 104 39'!

Note: Converted into US$ using the ratios obtained from the data on national exports and imports
provided in the Economic Survey.

It can be seen from Table-I1.20 that a substantial part of the net
earnings is contributed by the Services sector comprising essentially of
trading companies, hotels & restaurants and computer software
companies. Net earnings of the manufacturing sector also improved as the
imports remained stable while exports increased. The Primary sector did
record increasing deficits mainly because of companies in the petroleum
refining and lubricants. The results thus further reflect the importance of

industry attributes compared to ownership characteristics.
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