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" have been quite risky to cultivate dominantly the expo- markets without

a domestic demand base. Thus. India’s strategy of ndustrial develop-

> % “Ment was, Nayyar finds, quite appropriate; the recen spurt in expm:ts

would not have been possible but for the capacities buit qe 4 result of this
indu%rial strategy.

But this strategy did introduce certain rigidities 11 the production
structure, and the neglect of the potential €XPOrt posstulities at the time
of the design stage of projects affected the scale and 2liciency of some of
the Indian industrics. Yet these rigidities did not afi.: productive off-

ciency as much as Nayvar seems to suggest. [ have ainivzed the crude
domestic resource cost (based on actual eXpOort-1niy i prices—net of
taxes and subsidies—with imputed international Price: wiv for the final
products) of a large number of industrial projects finai by the Indus-
trial Development Bank of India (IDBI) and the Inowirig] Credit and
Investment Corporation of India (ICICI). These dat: uggest that the
domestic resource cost of most of the projects during '960-75 was less
than Rs 10 to USS$1.1 It is surprising to find that ever .he cost structure
of an automobile plant producing less than 5,000 units y- vear has been
comparable with the cost structure of foreign large-sizei niants. Contrary
to general impressions, India’s industrial structure, by aui large, is not as
inefficient as suggested by analysis of aggregative datz
What really affected India’s export performance ztverselv were jll-
designed discretionary export policies. Of course, the nift of emphasis
toward exports took place as carly as 1960. However.sxport incentive
policies related to specific commodities and again did nit relate to tradi-
tional commeodities as well as to products of new enterrises. As the data
on the ICICI- and the IDBI-financed projects suggest. tiv exchange rate
should have been changed to Rs 10 to USS] as early as ‘Y62 and export
subsidies should have been related to the taxes on Inputs. /1, aiternatively,
after raising the exchange rate to R 10, a flexible excizsige rate policy
should have been designed for nontraditional exports are wigovernment
imports. The discretionary nature of the control system a~+ the somewhat
arbitrary character of the criteria for export subsidy dic iect adversely,
as Nayyar analyzes, the exports of traditional goods o+ Wi new com-
modity groups like clothing. Since 1974, the system has &=+ (ationalized:
and. with a lower inflation rate in India than in a large nu-~f of the other
countries. Indian exports have risan at a significantly hics ‘1. The real
bottleneck now is indeed the growth rate of emtput-:a:":*-?'h'’“r icularly the
agricultural and industria] output. Thus, Nayyar providé: - 5000 CO{_IW'
tive to the simplistic and superficial distinction in the FrelUEE Detween
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! See Industrial Credijt ang Investment Corporation of India; 75 ;{-,,,‘.r;f ICICE
of Companies: ICICI P artfolio ( Bombay, 1977). and Economic Ra:: i5umene Bunk of

Projects (Bombay, 1975); und the Ammue! Renort he T SRy
India (IDBI), 1971-72 ( Hombay. Scptme;g:?;; Eif z ; ndustrial |
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