
U n i t e d  n at i o n s  C o n f e r e n C e  o n  t r a d e  a n d  d e v e l o p m e n t

P
ho

to
 c

re
d

it:
 ©

 je
an

 c
la

ud
e 

b
ra

un
 -

 F
ot

ol
ia

.c
om

H
o

w
 a

r
e

 tH
e

 p
o

o
r

 a
ffe

c
te

d
 b

y
 in

te
r

n
a

tio
n

a
l tr

a
d

e
 in

 in
d

ia
:   A

n em
p

irical ap
p

roach
UNITED NATIONS

UN
CTA

D



U n i t e d  n at i o n s  C o n f e r e n C e  o n  t r a d e  a n d  d e v e l o p m e n t

New York and Geneva, 2013



ii HOW ARE THE POOR AFFECTED BY INTERNATIONAL TRADE 
IN INDIA: AN EMPIRICAL APPROACH 

 

  
  

NOTE 
 
The designations employed and the presentation of the material in this publication do not imply the 
expression of any opinion whatsoever on the part of the Secretariat of the United Nations concerning the 
legal status of any country, territory, city or area, or of its authorities, or concerning the delimitation of its 
frontiers or boundaries. 
 
Symbols of United Nations documents are composed of capital letters combined with figures. Mention of 
such a symbol indicates a reference to a United Nations document. 
 
Material in this publication maybe freely quoted or reprinted, but acknowledgement is requested. A copy 
of the publication containing the quotation or reprint should be sent to the UNCTAD secretariat at: Palais 
des Nations, CH-1211 Geneva 10, Switzerland. 
 
The views expressed in this publication are those of the authors, and do not necessarily reflect the views 
of the United Nations Secretariat, nor of the United Kingdom’s Department for International Development, 
nor of the Government of India.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

UNCTAD/DITC/TNCD/2010/7 
 
 
 
 
 

© Copyright United Nations 2013 
All Rights reserved 



ACKNOWLEDGEMENTS  iii 

  
  

ACKNOWLEDGEMENTS 
 
This report was prepared under the UNCTAD/United Kingdom Department for International 
Development/Government of India project entitled “Strategies and preparedness for trade and 
globalization in India”. The work was carried out under the supervision of the Division on International 
Trade in Goods and Services, and Commodities, UNCTAD, by Mina Mashayekhi and Bonapas Onguglo 
with support from Mariona Cusi Vidal. The study was prepared by a core team consisting of Abhijit Das 
(Deputy Project Coordinator, UNCTAD India Project), Rashmi Banga (Senior Economist, UNCTAD India 
Project), Danish Hashim (Vice-President, MCX, Mumbai), Seema Bathla (Associate Professor, Jawaharlal 
Nehru University) and Ramaa Sambamurty (Consultant, UNCTAD India Project).  
 
Dani Rodrik, Alan Winters, Suresh D. Tendulkar, K.L. Krishna, B.N. Goldar and Sugata Marjit provided 
comments and suggestions on the report. Their insightful comments are gratefully acknowledged. 
 
A draft of this study was presented to the international conference “How are the Poor Affected By Trade”, 
held in New Delhi from 14 to 16 October 2008. The comments and suggestions on the draft report 
provided by the discussants and participants are gratefully acknowledged. 
 
Sophie Munda carried out the desktop publishing, and the cover page was designed by Nadege 
Hadjemian. 
 
 
 
 
 
 
 

 
 

 
 



 

  
  



CONTENTS    v 
 
   

  
  

CONTENTS 
 
TABLES ..........................................................................................................................................................vii 

FIGURES ........................................................................................................................................................viii 

EXECUTIVE SUMMARY................................................................................................................................. xi 

CHAPTER I: INTRODUCTION ......................................................................................................................... 1 

1.1 HOW ARE THE POOR AFFECTED BY TRADE: CONCEPTUAL FRAMEWORK.......................................1 
1.2 ISSUES EXAMINED IN THE STUDY................................................................................................................2 

CHAPTER II: TRENDS IN INDIA’S TRADE, GROWTH AND POVERTY INDICATORS ................................. 5 

2.1 INTRODUCTION .................................................................................................................................................5 
2.2 TRENDS IN THE VOLUME OF TRADE: CHANGING SIGNIFICANCE........................................................5 

2.2.1 India’s Merchandise Trade .......................................................................................................................5 
2.2.2 India’s Services Trade ...............................................................................................................................6 

2.3 COMPOSITION OF INDIA’S TRADE BASKET ...............................................................................................6 
2.3.1 Composition of Merchandise Trade ........................................................................................................6 
2.3.2 Composition of India’s Services Trade .................................................................................................10 

2.4 DIRECTION OF INDIA’S EXPORTS ...............................................................................................................11 
2.4.1 Direction of India’s Merchandise Exports.............................................................................................11 
2.4.2 Direction of India’s Exports of Services ................................................................................................12 

2.5 TRENDS IN TARIFFS .......................................................................................................................................12 
2.6 TRENDS IN THE TRADE TO GDP RATIO AND THE TRADE RESTRICTIVENESS INDEX ....................13 
2.7 TRENDS IN GROWTH AND POVERTY.........................................................................................................14 

2.7.1 Trends in Growth......................................................................................................................................14 
2.7.2. Trends in Poverty ....................................................................................................................................15 
2.7.3. Trends in Inequality.................................................................................................................................16 

2.8 SUMMARY AND CONCLUSION....................................................................................................................17 

CHAPTER III: THE TRADE–GROWTH–POVERTY NEXUS: THEORETICAL FRAMEWORK AND REVIEW 
OF LITERATURE ............................................................................................................................................ 19 

3.1 THE TRADE–GROWTH–POVERTY NEXUS: THEORETICAL FRAMEWORK ..........................................19 
3.1.1 Trade–Poverty Relationship: Static Framework...................................................................................19 
3.1.2 The Trade–Growth–Poverty Relationship: Dynamic Framework .......................................................21 

3.2 THE TRADE–POVERTY RELATIONSHIP: REVIEW OF EMPIRICAL LITERATURE ................................22 
3.3. REVIEW OF EMPIRICAL LITERATURE ON THE TRADE–GROWTH–POVERTY NEXUS IN INDIA ....23 
3.4. THE IMPACT OF TRADE ON WAGES AND EMPLOYMENT IN ORGANIZED AND UNORGANIZED 
SECTOR IN INDIA: EXISTING STUDIES .............................................................................................................24 
3.5 IMPACT OF TRADE ON LABOUR PRODUCTIVITY: EXISTING LITERATURE .......................................26 
3.6. IMPACT OF TRADE ON WAGE INEQUALITIES: EXISTING LITERATURE .............................................27 
3.7 GENDER IMPACTS OF TRADE: REVIEW OF LITERATURE......................................................................27 

CHAPTER IV: IMPACT OF EXPORTS ON ECONOMY-WIDE EMPLOYMENT AND INCOMES .................. 31 

4.1 INTRODUCTION ...............................................................................................................................................31 
4.2 IMPACT OF EXPORTS ON ECONOMY-WIDE EMPLOYMENT ................................................................31 
4.3 IMPACT OF RISE IN EXPORTS IN 2003-04 TO 2007-08 ON INCOMES OF THE POOR.....................34 
4.4. IMPACT OF THE GLOBAL SLOWDOWN ON INDIA’S EXPORTS AND EMPLOYMENT .....................35 
4.5. SUMMARY AND CONCLUSION...................................................................................................................38 
ANNEX TO CHAPTER IV........................................................................................................................................39 

CHAPTER V: IMPACT OF TRADE ON WAGES AND EMPLOYMENT IN THE UNORGANIZED SECTOR 
OF INDIA ....................................................................................................................................................... 43 

5.1 INTRODUCTION ...............................................................................................................................................43 
5.2. TRENDS IN EMPLOYMENT, WAGES AND GROSS VALUE ADDED IN THE UNORGANIZED 
MANUFACTURING SECTOR ................................................................................................................................44 
5.3. EMPIRICAL RESULTS: IMPACT OF TRADE ON EMPLOYMENT AND WAGE RATES IN THE 
UNORGANIZED SECTOR......................................................................................................................................46 
5.4 EMPIRICAL RESULTS OF THE IMPACT OF THE TRADE ORIENTATION OF STATES ON WAGES 
AND EMPLOYMENT ..............................................................................................................................................48 
5.5. STATE-SPECIFIC EMPIRICAL RESULTS ...................................................................................................49 



vi HOW ARE THE POOR AFFECTED BY INTERNATIONAL TRADE 
IN INDIA: AN EMPIRICAL APPROACH 

 
   

 

5.6. CONCLUSIONS AND POLICY IMPLICATIONS .........................................................................................49 
ANNEX TO CHAPTER V.........................................................................................................................................50 

CHAPTER VI: IMPACT OF TRADE ON THE AGRICULTURAL WAGES OF UNSKILLED LABOUR IN INDIA
....................................................................................................................................................................... 55 

6.1 INTRODUCTION ...............................................................................................................................................55 
6.2. TRENDS IN AGRICULTURE WAGES IN INDIA ..........................................................................................55 
6.3 EMPIRICAL RESULTS: IMPACT OF TRADE ON THE WAGES OF UNSKILLED LABOUR IN THE 
AGRICULTURE SECTOR.......................................................................................................................................57 

6.3.1. Results for all Agricultural Products .....................................................................................................57 
6.3.2 Fruits and Nuts .........................................................................................................................................57 
6.3.3 Cereals .......................................................................................................................................................57 
6.3.4 Vegetables.................................................................................................................................................57 

6.4. CONCLUSIONS AND POLICY IMPLICATIONS .........................................................................................58 
ANNEX TO CHAPTER VI........................................................................................................................................59 

CHAPTER VII: HAVE UNSKILLED LABOUR IN ORGANIZED MANUFACTURING BENEFITED FROM 
INTERNATIONAL TRADE? ........................................................................................................................... 65 

7.1 INTRODUCTION ...............................................................................................................................................65 
7.2. TRENDS IN ORGANIZED MANUFACTURING LABOUR MARKETS IN INDIA ......................................66 

7.2.1 Trends in Employment in Organized Labour Markets.........................................................................66 
7.2.2. Trends in Wages in the Organized Manufacturing Sector ................................................................67 

7.3. EMPIRICAL RESULTS: IMPACT OF TRADE ON THE WAGES AND EMPLOYMENT OF UNSKILLED 
LABOUR IN ORGANIZED MANUFACTURING...................................................................................................67 

7.3.1 Impact of Trade on the Wages of Unskilled Labour............................................................................67 
7.3.2 Impact on Employment of Unskilled Labour ........................................................................................68 
7.3.3 Impact of Trade on Labour Productivity ...............................................................................................68 
7.3.4 Impact of Trade on Wage Inequality .....................................................................................................68 

7.4. CONCLUSIONS...............................................................................................................................................69 
ANNEX TO CHAPTER VII.......................................................................................................................................69 

CHAPTER VIII: HAS TRADE ENHANCED GENDER EMPLOYMENT IN INDIA? ........................................ 73 

8.1 INTRODUCTION ...............................................................................................................................................73 
8.2 TRENDS IN TRADE-RELATED GENDER DEVELOPMENT INDICATORS ...............................................74 

8.2.1 Trends in the Gender Development Index............................................................................................74 
8.2.2 Gender Literacy Rates in India ...............................................................................................................74 
8.2.3 Trends in Gender Employment in India ................................................................................................75 
8.2.4 Trends in Gender Wage/Salary ..............................................................................................................76 

8.3 GENDER EMPLOYMENT GENERATED BY EXPORTS IN INDIA DURING THE 2003/04 TO 2006/07 
PERIOD ....................................................................................................................................................................77 
8.4 EMPIRICAL FINDINGS OF IMPACT OF TRADE ON GENDER EMPLOYMENT IN ORGANIZED 
MANUFACTURING .................................................................................................................................................79 
8.5. IDENTIFYING GENDER-SENSITIVE PRODUCTS ......................................................................................80 
8.6 CONCLUSIONS AND POLICY DIRECTIONS ..............................................................................................81 
ANNEX TO CHAPTER VIII......................................................................................................................................82 

CHAPTER IX: CONCLUSIONS AND KEY MESSAGES ................................................................................ 83 

9.1 INTRODUCTION ...............................................................................................................................................83 

REFERENCES ................................................................................................................................................ 87 

APPENDIX I: METHODOLOGY AND VARIABLES........................................................................................ 97 

A.1 INTRODUCTION ..............................................................................................................................................97 
A.2. METHODOLOGY FOR ESTIMATING THE IMPACT OF EXPORTS ON ECONOMY-WIDE 
EMPLOYMENT AND THE INCOMES OF THE POOR .......................................................................................97 

A.2.1 Methodology for Estimating the Impact of Exports on Economy-Wide Employment ...................97 
A.2.2 Methodology for Estimating the Impact of an Increase in Exports on Incomes.............................98 

A.3 METHODOLOGY FOR ESTIMATING THE IMPACT OF THE GLOBAL SLOWDOWN ON 
EMPLOYMENT........................................................................................................................................................99 
A.4 METHODOLOGY ADOPTED FOR IMPACT OF TRADE ON WAGES AND EMPLOYMENT IN THE 
UNORGANIZED SECTOR......................................................................................................................................99 
A.5 DERIVATION OF LABOUR DEMAND AND WAGE-RATE EQUATIONS ................................................101 



CONTENTS  vii 
 
 

 

CES production function and wage rate ......................................................................................................102 
A.6 LABOUR DEMAND EQUATION ESTIMATED FOR THE UNORGANIZED SECTOR............................103 
A.7. IMPACT OF TRADE ON WAGES IN THE AGRICULTURE SECTOR: METHODOLOGY AND DATA104 
A.8 EMPIRICAL METHODOLOGY: IMPACT OF TRADE ON THE WAGES AND EMPLOYMENT OF 
UNSKILLED LABOUR IN ORGANIZED MANUFACTURING ..........................................................................105 

A.8.1 Impact on the wages of unskilled labour in the organized manufacturing sector ........................105 
A.8.2 Data Sources and Construction of Variables.....................................................................................105 

A.9 IMPACT OF TRADE ON LABOUR PRODUCTIVITY .................................................................................106 
A.10 IMPACT OF TRADE ON WAGE INEQUALITY .........................................................................................106 
A.11 METHODOLOGY FOR ESTIMATING ECONOMY-WIDE GENDER EMPLOYMENT .........................107 
A.12. METHODOLOGY FOR ESTIMATING THE IMPACT OF EXPORTS AND IMPORTS ON GENDER 
EMPLOYMENT......................................................................................................................................................107 

Data and variables ...........................................................................................................................................108 
A.13. SOME METHODOLOGICAL ISSUES ......................................................................................................108 

APPENDIX II ................................................................................................................................................ 111 

II.1 THE SOCIAL ACCOUNTING MATRIX .........................................................................................................111 
II.2 METHODOLOGY OF CONSTRUCTION OF SAM .....................................................................................113 
II.3 UPDATING I-O FOR 2003-04 .......................................................................................................................113 
II.4 PRODUCTION SECTORS .............................................................................................................................113 
II.5 MAKE MATRIX ................................................................................................................................................114 
II.6 FINAL DEMAND..............................................................................................................................................114 
II.7 EXTENSION OF I-O FOR THE CONSTRUCTION OF SAM......................................................................115 

 

TABLES 
 
Table 2. 1 India’s trade as percentage of GDP: 1990-2008 .................................................................................... 5 
Table 2.2 Commodity composition of exports ........................................................................................................ 6 
Table 2. 3: Change in the composition of India’s export basket (%): 2004-2008 ................................................... 7 
Table 2. 4: Commodity composition of imports ...................................................................................................... 8 
Table 2. 5: India’s oil imports and rates of growth (%)............................................................................................ 9 
Table 2. 6: India’s non-oil imports and rates of growth (%). ................................................................................. 10 
Table 2. 7: Composition of India’s exports of services ......................................................................................... 11 
Table 2. 8: Share of region/country in India’s exports: 1990-91 to 2007-08 ......................................................... 11 
Table 2. 9: Services exports of the United States, and share in global Indian services exports ........................... 12 
Table 2. 10: Trade as a proportion of GDP............................................................................................................ 14 
Table 2. 11: Average annual growth of GDP and per capita GDP; and the Trade to GDP Ratio .......................... 15 
Table 2. 12: Poverty ratios by URP (per cent) ....................................................................................................... 16 
Table 2. 13: Trends in the Gini coefficient ............................................................................................................. 16 
Table 4. 1: Increase in employment due to increase in exports from 2003-04 to 2006-07……………   ………….33 
Table 4.2: Increased value added and household-wise increased income due to increase in exports…………… 34 
Table 4. 3: Growth in India’s trade (in real terms): 2005-06 to 2007-08………………………………………………. 36 
Table 4. 4: Export growth in 2007-08 and 2008-09 in 10 major sectors……………………………………………… 37 
Table 4. 5: Impact of the slowdown on employment: 2008-09 to 2010-2011……………………………………… 37 
Table IV.1 Exports and increase in output across sectors: 2003-04 to 2006-07………………………………..…...36 
Table IV.2 Output and employment multipliers based on input-output matrix of 2003-04………………….……...38 
Table 5. 1 Summary chart on key variables in unorganized manufacturing during 2000-01 and 2005-06…….....45 
Table V.2 impact of trade on employment in unorganized manufacturing: 2005-06 (OLS estimates)……………..46 
Table V.3 Impact of trade on wage rates in unorganized maufacturing during 2005-06 (OLS estimates)……...…46 
Table V.4 Impact of trade on wages and employment in the unorganized sector: simultaneous equation model 
results………………………………………………………………………………………………………………………….47 
Table V.5 Impact of the state orientation towards exports on the wages and employment in the unorganized 
sector: Simultaneous  equation model results……………………………………………………………………………48 
Table V.6 State-wise regression results with emloyment as the dependent variable (continued)………………….49 
Table 6.1 Agriculture wage rates state-wise: 1983 to 1999-2000……………………………………………………...52 
Table VI.1 Change in real wages for unskilled agricultural workers for selected states……………………………..54 
table VI.2 State-wise agricultural minimum wages………………………………………………………………...…….55 
Table VI.3 Impact of trade on the wages of unskilled workers in agriculture in India: 1991-92 to 2000-2001.…..58 
Table 7.1 Employment and unemployment rates in India……………………………………………………………….60 
Table 7.2 Employment in India by sector………………………………………………………………………………….60 

预览已结束，完整报告链接和二维码如下：
https://www.yunbaogao.cn/report/index/report?reportId=5_9750


