
1. INTRODUCTION

Indo-Canadian trade relations are governied by the General Agreemient on Tariffs and T rade GATT). India is also

ab)eneticiary ofCaîadla's GenieralizedrPiefer-ence Schemie (GSP), asystem of tarifflevels which gives India preferen-

tial access to the Canadian market.

The developmierit of Indo-Caniadian trade relations dates back to the early days of Indian Independence. Since then.

bilateil trade hias growri rapidly.) at least ten-fold, fromn a miere $68 million in 1950 to about $600 million in 1988.

This declined to about $528 million in 1989. The range of goods has expanded to includle hydraulic turbines, asbes-

tos,, potash, pre-fabricated strutcturies, wvood pulp, petroleumn products, coffee, gem-stonies, spices, oriental carpets

and genierator parts. Iii the recent years, somie major projects calling for expertise and equipmnent supply in the

fields of energy, and iinig development, telecommunications, oil and gas and automotive componients, among

others, have contributed to a stronger economic relationship.

Sorne of the organizations iinvolved in the trade include the Governiment of India (GOI)-own-ed State Trading Cor-

poration (STC), MineraIs and Metals Trading Corporation (MMTC), 011 and Natural Gas Commission (ONGC),

Oil India Limited (OIL) and the Coal India Ltd (CIL).

Also, there are several Indo Canadian joint ventures in India encompassing such range of manufactures as farmi

tractors, footwear, non1-ferrous mietals, water and waste treatment systemns, poultry breeding, non-woven fabrics

and liard gelatinie capsules. The joint venture trend received a boost following the 1987 Memiorandumn of Under-

standing (MOU)I on induistrial and technological collaboration. The growth of Indo-Canadian tradle relations is si--

nified in the setting iii of the Canada India Business Council (CIIBC) ini Ottawa in 1983 and the reciprocal

Indo-Caniadiani Joint Business Counceil (ICJBC) in New Delhi by the Federation of Indian Chamnbers of Commnerce

& Industry (FICCI). Siimilarly, the Confederation of Engineering Industry (CEI ) and the Indian Electrical &

Electronic Manufactu rers' Association (IEEMA> have signed protocols with their respective couniterpart organiza-

tions in Canada for, collaboiative endeavours.

In order to service the increasing, trade relations and recognizing the growth potential, the Governflient of Canada

recently upgraded its trade office in Bombay to the level of a Consulate. Also, the Governmient of Ontario opened

its owik trade office in New Delhi in July 1988.

1.1 Evolution of Countertrade

Inidia lias conducteci its trade relations with other countries in a wide variety of ways including throughi the tradi-

tional bilateral rýelationlsip sucli as \vith Canada. With East European countries, especially with the Soviet Union,

stuch trade hias been carried on through bilateral agreements exteiiding over a three-to-five year periods envisag-

ing inmport of goods agaiwst ex\port of Indian products on non-convertible, rupee-paymnent basis. Nearly 20%W of

lnidia's world expor ts ha\ve beemi to these East Europeani counitries on this basis. Over the years, however, with the

balance of trade uîiaccompl)lliedl for- a variety of reasons, Indian rupees in favour of the East lEuropeanl countries

have accumiulated to a sigîîificanit degree. Also, these countries have very littie to offer to Inidia by wvay of technol-

ogy or capital equipmient to îîîeet its requiremnents for modernization.

At the saine timie, iii recent years, lindia's exports to liard currency and other convertible currency areas had tended,

to peak. limports of higli technology equipnîient and accessories as well as ol have however received significant boost,

consistent with the GOI's rapid industrialization programme, particularly after 1984. This lias naturally resulted

in a serious foreign excliaige cruncli, accentuated further by the frequent incr-eases in oul prices and the falling

remnittances fromi Non-Resîdent Indians (.NRIs), particularly as a result of the 1990 Gulf crisis, and earnings fromn

tourist traffic caused by political uncertainties in India. The situation got worse by the constant erosion of the rupee

value vis-a-vis liard currencies, the rising debt now totalling to about $45 billion and the debt service ratio at 20%.

Table 1 provides the statistics on lindia's foreign trade fromn 1986-87 to 1989-90.


