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India has a history of export promotion poiicies extending back into the 1250’s. These policies 
seem to have been applied wilhout regard to comparative advantage and this study indicates 
the high c”c,c,t of India’s disregard for economic eficiency. Using the domestic resource cost 
concept as ti:e criterion for measuring relative expose efficiency, the prczznt structure of Indian 
exports is examined on both the sectoral alid product level. The results show not only an 
unacceptably wide divergence in the domestic resource cost of c+;porrs on the margin - indi- 
cating a misallocation of resources in the export sector -- but aisc an export incentive system 
which fails to select India’s most efficient exports. 

1. MroductHon 

AlthQugh the development literature is now replete wi;h stitdies showing the 
high costs and dubious benefits of poorly designer; rend admimstered programs 
of import substitution, only recentiy have puiicies on the oppos3e side of the 
balance of trade, those employed in programs of export promotion, received 
the attention which they deserve.’ For although export promotion I:olicies are 
frequently seen as the antidote to overzealous import policies, export policies 
are prone to the same inefficiencies AS the import policies they are meant to 
neutralize. 

This study updates the existing evidence of inefficiencies in Inalan export 
policies. The consequences of predevaluation schemes for export promotion 
(i.e., those before 1966) have been discussed and measured by Bhagwati (1968) 
and Bhagwati and Desai (1970) for a fkirly broad spectrum of lndkn exports. 
Paul and Mote (1967) have also examined some of the same issues with regard 
to cotton textile exports. Yet the 1966 devaluation was supposed to result in a 

*This paper stems largely from research for ;I2e author’s Ph.D. dissertation (1971). The 
research was supported in part bl, the Center ior Research on Economic Development of 
the University of Michigan and the Indian Mirsion of the United States Agency for Inter- 
national Development. The authc,, of co:Irse, taites sole responsibility for the facts and intcr- 
pretations herein. 

IIn referring to the receilt focus of attention on export poIic*ies, nne musk nor forget the 
earlier comments of Despres [19SGj and the exter isive discussion .3f Pakistan’s export policies 
by Hufbauer (1968) and orhers. It is only recently, however, that export policies have become 
a ‘current’ topic. 
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rationalization of import and export policies a.nd here the well-known technique 
of ranking industries, by their domestic resource cost is employed in order to 
test whether the post-devaluation export policies have led to ;my improvements 
in resource allocation. The evidence su,ggests that post-devaluation policies are 
no more efficient than their predecessors. 

Only the consequences of policy are treated here. The logic of the pre- 
devaluation policies themselves is examined by Bhagwati and Desai (1970) and 
Desai (1970); post-devaluation policies are examined in Staelin (1971,1973). 

The domestic resource cost (DRC) measure a5 used here is a social cost- 
benefit ratio in a form most easily applied when the shadow price of foreign 
exchange is unknown. DRC has been employed in previous studies of India by 
Bhagwati and Desai (1970) and by Krueger (lia7lO) in her examination of the 
automobile ancillary industry. DRC may be define8d a; 

DRCi = ::vlRCi/MXEI, (1) 

where MRCt is the marginal resource cost-the direct plus indirect domestic 
value added suitably shadow priced - of the production of one unit of good i, 

and MXE, is the marginal foreign exchange - the F.O.B. earnings less the value 
of the direct and indirect iimported inputs - resulting from its export. The con- 
troversy surrounding the most appropriate methods for obtaining DRC 
estiml;tes will not be reproduced here, nor will the disputes over the relevance 
of DRC measurements in general equilibrium. The reader is referred to the 
ample literature on both topics,.* 

In this study it is assumed that the domestic resources consumed in all 
domestically produced inputs which ar’e used directly or indirectly in the produc- 
tion of an export are properly part of the marginal resource cost of that export. 
In the jargon of much of the literature referred to above, this means that all 
domestical’:y produced goods, including all exports other than the one being 
examined, are treated as non-tradables. Although this may seem somewhat 
paradoxical, the intention here is to measure the domestic resource cost of each 
export through all its domestic stages of production and thus an export induslry 
using domestic inputs which are produced inefficiently in India will be penalized. 
If 25~ were a study of the efficiency of individual industries in isolation from 
each other, this assurlption would be inappropriate; rather, all inputs whch 
were produced inefficiently at home but which could be imported would be 
treated as imports. However, this is not a study of individual industries; it is an 
examination of the consequences of policies which actually lead to many inputs 

being inefhciently produced in India and subsequently used in export produc- 

2The various opinions conce:ning the proper measxnment of DRC are summarized in 
Massa and Scchydlowsky (1972), Krueger (1972), B~uno (1972) and Staelin (19’71). The more 
recent diXUS.iiWl of the relevance of efkctive protection and DRC type measurement,; in 
general equilibrium may be foulId in Bruno (1973). Other sources are also referred to in these 
VI'036 
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tion. Sir.ce these ‘extra’ costs are presently borne by Indian export industries, it 
seems appropriate that they be measured. 

In the next two sections, the DRC of Indjan exports is measured at two levels, 
at the sectoral level through the use of i:sput-output technique:; and on the 
product level by employing a more disaggregated approach. 

2. Sectoral estimates of resource costs of exports 

The DRC of Indian exports is first exam .led through the use of input-output 
analysis. The DRC of each sector is computed as the quotient of the rzspective 
elements of the vectors MRC and MXE: 

MRC = (R,IYI,+RLLh+RF’y~r)(l-A)-l, 

MXE = S;-(S,M+K,+ V,)(L--A)-‘. (2) 
MRC is a vector of the shadow priced, direct-plus-indirect marginal resource 
costs per rupee of output, and MXE is a vector of the marginal net tbreign 
exchange earnings per rupee of export, the rupee of export and outptit being 
measured at domestic prices. The Rj are scalers indicating the ratios of the shad<+w 
to the market prices of capital (K), labor (I;), and other value adtied (aT). 
K, L, and Vare vectors of factor input coefficients measuring the value of ea.:h 
factor input per unit value of output, a!1 at domestic prices; the subscripts m and 
It refer respectively to the imported and domestic components of each source of 
value added. M is a matrix of direct import contents (measured at domest.ic 
prices) and S, and S, are vectors of the F.O.B./domestic price ratios of expert 
sectors and the C.I.F.;‘domestic price ratios of import sectors respecitively. 
Finally, A is an input-output coefficients matrix at domestic producers’ prices. 
Export supply and demand elasticities are assumed infinite. 

The input-output table employed is based on a seventy-seven sector flow 
table compiled by the Indian Statistical Institute (ISI) (1966) ftir the years 
1964/5, and published by the Indian Planning Commission. Forty-two s.ectors 
in the IS1 table were identified as export sectors, twenty-three were identiiied 
as import sectors and the remaicder were treated as non-tradable. The criteria 
by which different sectors were allocated to each group is discussed fuily in 
Staelin (1971). It should be noted that ten sectors of the IS1 table are 1 etero- 
geneous enough to be judged both import and export sectors in the sense that 
while exports are made by each sector, a large proporlion of the total supples 
of goods in each sector is imported. These ten sectors were effectively alis- 
aggregated, each into two sectors: one an irlport sector and the other an 
export sector. The sources of all data arc indicated in the appendix and detailed 

in Staelin (1971). 
me DRC of the twenty-eight export sectors cralcr;lated for various shadokv- 

prices of capital. labor, other va!ue added are summari.!ed in tabBe I a 
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The shadlow price ratios (RK, RL and RY) were first set equal to unity and the 
resulting rankings are given in column 3. The most striking, although not 
unexpected result is the high domestic resource cost of India’s non-traditional 
;:xport sec’tors relative to all its export sectors. While the median DRC for the 
forty-two sectors studied is Rs. 7.82 per U.S. dollar, the median for the eighteen 
non-traiitional sectors’ is Rs. 11.80 per dollar, rang:ng from a low of Rs, 6.15 
for rayon fabrics to Rs. 26.69 for man-made fibers.” The engineering goods 
sectors, i,e., electrical equipment, non-electrical equipment, transportati’on 
equipment and metal products, have an even higher median DRC of Rs. 21.42 
per dollar. 

The ab,soiute median domestic resource cost is, of course, not meaningful 
in the presr::rt context. Rather, it is the wide range of DRC’s which is alarming. 
The ratio of the highest to the lowest DRC is 5.6; the median DRC of the non- 
traditional Gectors is 1.6 times the median DRC of the traditional se:ctors. 
Obviously the composition of Indian exports needs some attention unless the 
wide differences among exports can be explained on other grounds. 

One common criterion used by the Government of India in ranking export 
industries is the proportion of domestic value added in manufacture. The 
government apparently wishes to maximize dom8sstic value added - to minimize 
import contents - in order to maximize per unit export earnings. This :is not 
in itself a rational policy - the mtimization of earnings per unit of resources 
expended, riot per unit of output, is the proper goal - and the two criteria can 
yi Ad quite different results as shown in column 2 of table 1. The Spearman’s 
rank correlation coefficient (S’) between the two rankings is only 0.28. 

An altercative criterion for the ranking of industries is their relative export 
anu domestic prices, i.e., their F.O.B./domestic price ratios. The correspondence 
between these two measures is a good deal closer than it was for import contents; 
the sz for ,the two rankings is 0.85. Still, the correspondence is far from perfect. 
For instance, the rayon fabrics sector ranks second jr1 DR,C but only sixteenth 
in its F.O.B./domestic price ratio. In the next section, where the goods studied 
are more homogeneous, the correspondence between DRC and .F.O.B./domestic 
price ratios deteriorates. 

The behavior of the DRC rankings under various shadow price assumptions 
was examined in order to test their sensitivity. In virtually all cases, the degree 
of sensitivity was quite low. For instance, it is often argued that the low shadnw 
?rice of labor in many EDC’s -versus its high market price -ju(;tifies the 
inLroduc”i,nn and protection of high-cost manufacturiug industries in I.DC 
economies. By extension, the argument has been used to justify the heavy sub- 

“The non-tradition sectors in&de: electrical equipment, non-electrical equipment, trans- 
portation g_ Iuipment, metal pwducts, cement, man-made fibers, rayon fibers, ceramics, glass, 
zires, otk- rubber products, paper, plastics, dyestuffs, pakts and varnishes, drugs and pharma- 
ceuticak, ~~rfut-ncs anti cosmetics, and n-kellaneous chemicals. 

‘Man-r iade Wxs include all non-cclluiose fibers sach as n! lon and dacron. 
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sidization of high-cost manufactured exports. Yez unless the shadow pricing of 
labor brings the resource cost of manufactured exports below the cost of existing 

exports, the:y should still be considered 7.s relczriueIy inefficient. For India, this is 
demonstrated in column 5 of table 1 where labor was given a shadow! price ratio 
of 0.5. In addition, capital was given a shadow price ratio of 1.5 in order to 
reflect its relatively high social cost and other value added was assigned a 
shadow price ratio of 0.5 in order to reflect the low social cost of possibly large 
excess profits and rents earned in protected domestic markets. Although it would 
be preferable to apply separate shadow T.rice ratios. to the profits of each sector 
1 he lack of data precludes any meaningful Tffort in this direction. This exercise 
I hen captures only the impact of a uniform rate of ‘excess’ profits in all sectors. 

Under these shadow prices the ranking of industries is virtually uncknnged 
from the origil.lal ranking in column 3. The rank correlation between the original 
and the ‘fully’ shadow priced rankings is 0.96 - most of the change in rar,kings is 
explained by shifts in only three sectors, iron ore, plantations, and rayon fabrics - 
and the ratio bet.ween the median traditional export and the median non- 
traditional export grows from 1.6 to 1.8. 

Finally, it mighlt be argued that the above analysis unduly penalizes the non- 
traditional sectors since wag:s are apt to be more inflated in the industrial 
sectors than in the traditional sectors. Although there are several reasons for 
believing this not to he the case, the shadow price ratio of labor in the agri- 
cultural, rural and service sectors was set equal to u:nity while that for labor in :he 
manufacturing and mining sectors was set at 0.5 (column 7 of iable 1). 

The ratio of the median DRC for non-traditional. versus traditional exports 
does fall from 1.8 to 1.5 and there is a moderate change in sectoral rankings; 
the S2 between these and the previous rankings is 0.64. Yet the change in 
rankings occurs predominantly in the middle tertile of the rank. Of the eleven 
non-traditional sectors originally in the bottom tertile, ten remain there, and 
no new IIon-traditional sectors move into the top tertile. The new shadow price 
ratios then seem to indicate no major change in the choice among sectors. 

1Jp to this point, the analysis has assumed ihat steel is imported at a relatively 
high foreign exchange cost.’ The effect is tc penalize all steel consuming sectors, 
especially the poorly-ranked engineering goods sectors. Since India does plan 
on expanding future domestic steel output, it is interesting to see what would be 
the domestic resource cost of India’s exports if steel were to become a non- 
traded good (the export of steel is highly unlikely due largely to high transports- 
tio 2 costs). 

5tiported steel i_; relatively expensive at C.I.F. prices in India, approximately forty-three 
percent otter the contrclled domestic price. However, the results of the modl:l are not sensitive 
to this figure, just as they are not very sensitive to ihe source of steel. If steel were importej 
at a lower C.I.F. price, eq1.1~1 to the domestic price, ihz change in rankings v I'LII~ be marginal. 
Tht: rc nk correlation betlvcsn rankings based on the use of high-cost imported steel and those 
bazd WI the use of low-cost imported steel is 0.99. 
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The ranking of industries when steel is considered a domestic input is give:n in 
column 9. The relative ranking of the engineering goods sectors, in particular 
non-electrical equipment and metal products, is improved, but they still remain 
in the lowest; third of the list. The rank correlation between rankings with 
imported steel and those with domestic steel is 0.98. 

3. Estimates of resource costs of engineering exports 

The results of the previous section demonstrate the large divergence in the 
domestic resource costs among India’s export sectors. This section analyzes in 
more detail fifty-eight exported products produced within the engineering goods 
sectors alone. 

The model employed is that of eq. (3). Direct-plus-indirect resource cost, the 
numerator of eq. (3), consists of the use of primary factors plus the extra 
resource costs of exports over domestii: production, 

(3) 

aii, &i, and (Z;i are tb.z values of the direct-plus-indirect inputs of domestic 
labor, capital and other value added, respectively, into a unit value of good i 
measured at domestic primers x4ki is the direct input of the extra costs of exports. 
These extra costs of exports over and above the cost of domestic sales include 
such things as extra transport, packing and inspection costs. Each component. 
of the domestic resource cost is assigned a shadow price ratio (R). In the 
cenominator, a& is the direct-plus-indirect input of import m (measured at 
domesli’; prices) per unit value of i, s, == Pw,,/Ph,,, , S,i = Pwi/Phi and P, and Ph are 
world(C.1.F. for imports and F.O.B. for exportsjand domestic prices respectively. 
Again, the sources of data are given in the appendix. 

The domestic resource cost calculated for each export with all shadow price 
ratios equal to unity is given in table 2.’ When the sample is ranked by DRC and 
divided into tertiles, the median DRC for t!he top tertile is Rs. 11.03 while that 
for thle bottom tertile is Rs. 29.25, a r.atio osf 2.7. The ratio of the: highest non- 
negative DRC to that of the lowest is 14.8. It is interesting to note that the Iowe;t 
DRC product, stainless steel dissecting sets, has a high total import content. 
I.nyort content is a poor guide to resource cost as shown in column 3 of table Z!; 
the rank correlation between rankings based on direct-plus-indirect impo;rt 
content and those based on DRC i? only OA7. The F.O.B./domzstic price rat:.0 
(column 1 j is only a slightly better proxy for DRC on the product level; the 
rank correlation between rankings by the two measures is 0.65. 

6’Yot~ that one export, gas mantles, has a negative dcmestic reso’lrce cost. For every $1.00 
of domestic resources engaged in the export of gas mantles. India loses $0.10 of foreiq 
cuchange. T%e very high import conten’: of gx mantles which leads to tt;e negative DRC val,Je 
ii derived f:o-n figures given by the manufacturer. 
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AS in the sectoral analysis, shadow pricing the domestic resource cost of 
earning foreign exchange does not essentially alter the results. Shadow price 
ratios of 0.5 were assigned to labor and other value added, 9.5 to capital and 
0.54 to the extra costs of exports7 (table 2, column 7), yet the vziation in DRC 
is not significantly redu.ced. The ratio of the medians of the highest and lowest 
tertiles is 2.6 and the rank correlation between rankings before and after shado-w 
pricing is 0.95. Only A few products, spring steel flats, refrigerators, steel tube 
furniture, sLeel wool and bibcocks, experience a significant change in rank. 

As before, the consequence of the domestic economy supplying all the steel 
consumed in exports was examined. All factor coefficients were recalculsted 
assuming that steel previously imported as a direct input was now taken from 
domestic sources, i.e., steel was treated as a non-tradable good, The new domestic 
cc lsts of foreign exchange are given in table 2, column 9. They show a significant 
reduction in the DRC of the higher cost items and a consequent fall of the highest 
to lowe,st tertile ratio to 2.0. However, the rank correlation between the rankings 
using domestic and imported steel is 0.91, indicating no major change in 
rankings. a 

Finally, value added was shadow priced as before in calculating the DRC 
measures with dc.nestic steel and the results are given in column 11. Rankings 
are once more quite insensitive to shadow pricing; the S2 between columns 9 
and 11 is 0.96, 

The insensitivity? of rankings to shadow price changes throughout this and the 
previou.s section may, at least in the Indian case, be due in part to the large 
dif?eren.ces in the F.O.B./domestic price ratios among both products and sectors. 
Althou,gh the correlations between DRC and the F.O.B./domestic price ratios 
are far from perfect and cannot therefore be the whole story, it is quite possible 
that for goods more comparable in F.O.B./domestic price ratios and more 
divergent in factor composition, the impact of factor pricing would be more 
significant. 

4. Concllosisn 

The resu1t.s of section 2 yield a clear interpretation. The Goverr.Incnt of India 
is paying i. relatively high price for foreign exchange in pushing for the export 
of non-traditional products. Thz median cost of the fore’gn e~uchange czarned 
through the export of non-traditional products is full, v I .6 times that of forc’gn 

7The :shadow price ratio for the e:xtra costs of export was derived by assuming that the eYt:a 
costs of export contained factors in the same proportions as the ‘avera:,e’ intermediate input 
referred to in the appendix and then weghting the shadow price ratios of labor, capital and 
other value added by these proponions. 

“A large portion of the small divergeno: in rankings is due to the changed r.tnk%; 01 t\vo 
very steel-intensive products whicf-! prcscntiy use large :lnlour?ts 01 :’ imporid stc.i!. btecl tr!be 
furnitme and taps, Excluding these two items yields a rank correlation of 0.91,. 
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exchange earned through. the export of traditional products, and the relative 
cost is higher still when the shadow prices of factors are tak, ’ Jto account. 

The analysis of section 2 does fail to recogniie the possibly _., . . . ixport-demand 
elasticities of some of India’s traditional exports. And although the pessimistic 
attitude toward export-demand elasticities of traditional products seems 
frequently to bz carried too far in the less developed countries, one must still be 
cautious about suggesting a major export push in this area. However, it is clear 
that poEides which actively discourage traditional exports should be avoided 
and those which lead to the general promotion of all non-traditional exports 
relative to traditional ones should be viewed with some suspicion. 

On th: other hand, the results in section 3 concerning individual products 
within tile engineering goods sectors suggest that one approach the input- 
output results with care. In these admittedly heterogeneous sectors, the diversity 
in the domestic resource c’osts of foreign exchange is great. Although the engineer- 

Table 3 
Frequency of cash assistance of various rates in each tertile of the 

DRC rankings of table 2. 

Rates of cash assistance (%) 

Tertile ranking NA 0 5 10 15 20 25 
----- 
Least eficient tertile ; 3 0 9 3 1 1 
Middle tertiL.z 0 0 4 I 6 3 
Most efficient tertiie 1 1 0 6 5 6 1 

-- 
‘Rankil‘gs are t:lken from table 2 and a:.e before shadovr pricing. 

Cash assistance rales are taken from industry sources. 

ing goodis sectors rate poorly overall, they do contain some relatively efficient 
export products which rnigl:t be overlooked if only sectoral analysis were 
employed. 

Yet the overall implication; of this study for export policy seem clear: the 
cost to the economy of foreign exchange earned through different exports varies 
viidely a;ld policy makers must pay far more attention to the composition of 
ex.posts : 1’ exports an: to ser-ce their foremost role of saving resources for growth 
and developmsnt. In particular, if Indian policy makers are going to continui;-h 
to discriminate among exports in their promotion of them, they must do so on 
a far mctre (careful basis than is I’MW employed.” Presently. when the levels of 

“Policies uhich discriminate among export> need non netes~.4y treat each export indivi- 
-lineally. Indeed, ‘general’ policies, such as uniform export subsidies, also discriminate among 
exports in that different exports are aft&ted differently according to their export prices and 
cwts. EitI;e!r type of policy must be designed to promote the mogt efficient exports whether 
t nrougb cp~cif~c admintstrative choice 0:’ the gerXer;l economic forces which operate through 
tkic maske!. General policies, however, x:‘e apt to be the most erfcctive for administrative and 
LPI her Kt;Ls%TlS. 



C. P. Staelin, Cost axd compssition of Indian exporfs 141 

Cash Assistance - a direct export subsidy which is admittediy only a very partial 
measure of the total subsidy given to exports in India - are plotted against the 
rankings of the goods surveyed in section 3, there is only a barely discernible 
positive relationship between the rate of subsidy and the efficiency of the export, 
as seen in tables 3 and 4. 

Such a rationalization of export policies will require a major change in 
India’s attitude toward exports, an attitude which is characterized by a statement 
made in a study of exports for the National Council of Applied Economic 
Research (1969, y. 23), ‘the real need is that we should. match our prices with 
international prices, irrespective of our cost of production’. 

Table 4 
Frequency of additional cash assistance rates in each tcrtile of the 

DRC rankings of table 2.” 

Rates of additional cash assistance (%) 

Tertile ranking 5 7t 10 
-- 

Least efficient tertile 2 2 a, 
Middle tertile 9 1 0 
Most efficient tertile 7 0 0 

aRankings are taken from table 2 and are before shadow pricing. 
Cash assistance rates are taken from industry soxces. 

Appendizl 

The input-cutput analysis of section 2 required some modification of the 
original d;.ta. The value added portion of the input--output table of the Indian 
T;tatistical Institute (ISI) (1966) distinguishes only two primary factors, capital 
aI:d ‘other value added’. In order to shadow price labor, other value addt:d was 
subdivided into a labor component and a residual - the Iat%_ consisting mostly 

of profits and rents and hereafter referred to as c ther (thsn capital and labor) 
value added - using labor coeEicients derived from Government of India 
(1963, 1565) 10 addition, the indirect taxes on inpllts which are incluc!,:d L the 
producer’s price:; used in the IS1 table were systematically ;-emoved. Finally., 
it was assumed that half of capital was imported and that all of labor and oi’!,:cr 
value added was domestic. 

The ISI iable employs as an input residual the .<ector ‘other inp,Jts’. 71-ICX 
inputs were broken down into imports, capital, latlor and other value added by 
calculating tke direct-plus-indirect import, capital, labor and other value ad&d 
requirement!; of Lndia’s ‘typical’ intermediate input. This typical intermediate 
jnput is a vlfl:i$ted average of all ISI domestic intcrmediale goods sectxs, uGn2 
as jveights the total intermcdlate usai:e lfeach ~ccl~r ~1; L nivcn in thrESItnhleit:;cif 

1 he S, and S,,, vcc;or:, wx c~~n~truct~d by usiil,, (v v;I,ere po~5ihle, the actti;ll 
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F.O.B./dome:stic purchasers’ price ratios for exports, and the actual C.I.F./ 
domestic ptirchaseas’ price riatios for imports. W1:lere the necessary price data 
was not available 311 the import side, nominal tariffs were used instead of actual 
price dii%erentials, understating the S, to the extent tbat quotas and other forms 
of Iicen ii :,tg themselves raise domestic prices. 

Ln section 3, the direct-plus-indirect factor content of each export was 
calculat& as follows: the total value of each export at domestic prices was 
divided into (1) direct factor content using factor input data from the Govern- 
ment of lndia (1965); (2) direct import content using in general the import 
replenishment figures given by the Government off India (1969), but in some 
cases fij?lres from industry sources; (3) indirect tax incidence on direct inputs 
using drawback figures supplied by industry sources; and (4) domestic inter- 
IT ediatcs inputs as a residual. e)omestic intermediate inputs were then subdivided 
ilLto stej:l, the most importarrt input for engineering goods, and other inputs. The 
factor conti:nt of domestic steel wa:s calculated by (1) ,taking direct factor contents 
from the Goverament of India (1963, 1965), (2) determining the direct factor 
contents of the major domestic inputs into steel from the same source, (3) cal- 
cuiating the indirect taxes on these inputs, (4) identifying imported inputs into 
steel and into steel’s domestic inputs, and (5) alloScatiDg the residual to other 
iztputs. Sales taxes were assumed to apply at the rate of five percent while 
Central Excise taxes were taken from government sources. Finally, the factor 
c:)Dtents and other components of thz residual, otlher inputs, were assumed to 
be those of the ‘typiciA irltermediate input’ referred to above. It was assumed 
(for lack of better data) tllrrt all extra costs of export were domestic. The sXt were 
,oathered~ from confidential Industry sources. 

Further details may be ha.d in Staelin (1971) or directly from the author. 
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