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CHAPTER IV

EXPORT PERFORMANCE OF INDIA

A SHORT -« RUN ANALYSIS

4,1: INTRODUCTION -:

The énalysis of the previous chapter has revealed
that Indian exports have positively reacted on Indian
economic development. It has also been mentioned earlier
that the Approach Paper of the Fifth Plan has placed no
‘net aidlby 1978=79' as its main objective. ‘Al ternatively,
1t has placed greatest reliance on export earnings as a
major means of financing much needed import after 1978-79,
It is againstlzhnin background that Indian export perfor-
mance is to be judged. As such the two chapte:s that follow
shall try to answer the question: How far this optimistic
outlook of future export capability fitg. thh the facts .
of India's export performance during the past twenty years
1951-70. More speci%ically. the present chapter shall
examine the shorterun performance of Indian exports: leaving

its longe<run analy51s in the next chapter,

In the discussion that follows, three questions

regarding shorteruq perfommance of Indian exports shall be
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-

addressed : (i) Is there any instability (fluctuatiohs)
in Indian exports? (ii) What are the causes of such
instability? and (iii) What are its consequences on
Indian economic development? This slight disgression is
essentlal becauge it is believed that thére are severe
fluctuatlons in export earnings of the developing counw
triesl and these have affeéted adversely their economic
development. In other words this chapter examines the
causes:and congequences of the short-zun‘perfo:manbe of

Indian exports. ' ‘ .

Apcordinglv, the next section 4.2 shall try to clarify
‘the basic concepts and methods of measurament of short-
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term fluctuations in export égrnings; sectién 4,3 tries

to méasure the extent of instability iﬁ indién exports;
section 4.4 explores the possible causes of‘the‘instabi-
lity, this is followed by the consequences of export
instability oft Indian economic development and conclusions

in sections 4.5 and 4. 6 respectively.

8.2: METHODS OF MEASUREMENT OF SHORTfTERM FLUCTUATIONS
‘ - IN EXPORTS

'8.2.1: MEANAING OF SHORT-TERM FLUCTUATIDNS
IN EXPGQTS :

The basic concept involved in the present chaptex is
'shorteterm fluctuations in export earnings.' For our

purpose, short-term fluctuations are defined as year—to-
year dev1at10ns from the general trend in export earnlngs.'
The main reasqﬁ for removing trend from the series is to
iéoiate tﬁe fluctuations. This definition invoLVes three 
épecific'prbblems in measuring the short-temm fluctnationsz
(1) the fiist question is of measurement . of export

earnings., While measuring export earnings, both earnings

Fbotndte 1 continued

A.O. Hirschman The Strgtegx Econgmic Develogments,
{New York, 1958) '

A,I Macbean, Export Instabilit and conomic Develo -
‘ment, (Cambridge, Mass., 19665

A.I. Macbean & J. Brode, A Note on Export Fluctuations
and Economic Growth, (Harvard Centre for International
Affairs, 19645
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in goods and sexvices at current prices are taken into
account.‘ Thé export carnings are not adjusted for the
changes in the value of money. This is because while |
éorrecting the export earnings thfough trend, we impli-
citly correct for secular inflationary or deflétionary
influences. (ii) The second question is the measurement
period, In the present study, annual data is used. One

of the main reasons for ﬁsing annual data is that quare
terly or monthly data on Indian export earningé are véry
difficult to get on a comparéble basis. No doubt,. the annual
data clearly understate the actual fluctuations, (iii) the

third question is the measurement of trend.

¥ 1

3.2.1¢ METHODS OF REMOVING TREND EFFECT IN EXPORT
' EARNINGS -

One metﬁod is’to smooth out é tren& line from the annual
~ figures for expo;t earq}ngs plotted on § graph paper. Then .
the "relatives", corredted for the trend are obtained by
expressing the actual value for each year as a perCent#ge

of the corresponding trend value; then the diffeiénce bet-
ween the "relatlves" for year 1 and year 2 expressed as a
percentage of the relative for year 1, and likewise for
other successive pairs of years, then the resulting vyear-to-
year percentage changes are averaged. The xesult would be
the average.year-to-yea: percentage change, adjusted for

trend. Seasonal influences would be eliminated by using '
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annual . figures.

" The séééﬁd‘method’invélves obtaining thé'QVerage of
perééntage.deviations from theliéast-éduares,trend line
through the actual annual values. By sieps, fizst‘the
least-squares trend line is obtained; second, the absoe-
" lute deviation between the actual annual value and the
trend value is obtained for each year; third, this abso=-
lute value is exprewsed as a percentage of trend value
for each year; fourth, these percentage deviations from
the trend are then summed up. and divided by the,number(‘

of years,

" The third method used by Coppock? in his studies
‘International Economic Ingtgbiliix"and'which‘is less'
laborious and lends itself to machine method consists of

the following i

(i) Logarithms were obtained for each annual vaiﬁe of a
variable;' (i1) succeséive first differences of the
logarithms were obtained} (iil) the arithmetic¢ mean of
the logarithmic first difference was then obtained;

(iv) this logarithmic mean was then subtracted from each
year-towyear logarithmic¢ first difference in order to
obtain the logarithmic difference between the actual and
the average (or trend) year-to=year logarithmic differen-

ces; (v) these logarithmic differences from the trend,

zbg. cit,
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some +ve ‘and some -ve,gige then squared, summed up, and
divided by the numberzyears minus one, resulting into
what is referred to as the "log variance", (vi) finally
the square root of this log variance and anti-log of the
square-root value was foundot out, Unity was subgracted
from the anti-log and the decimal moved two places to the
rlght. The resulting “1nstabzlity index" is a clcse |
approximation of the average year-to-year percentage

variation, adjusted for trend arrived at by the ‘above

first two methods.

" Algebricially:

The instability index (I-I) = anti-log \//’VZ;;

L A
and viog ) §E [}oqxt+;-1°gxt'N-1 :E:(logxt+l logxt)

Whére,
' Xt equal the value of the country s exports in
Year t. . . ,
- N equal the number of years.

Vlog the logarithmic variance of the SGIIQSo

The fourth method employed by McBean3 in his studies
"Export Instability anﬁ Economic Development® is the average
percentage deviation of the export proceeds from theif

five~-year moving average centred on the mideyear, This

Sop. cit. "
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method can be employed.with‘advantage where no single
linear trend can be fitted. Howevert\it has the disadvane
tage of losing two ?ears at both the ends of thé time

' geries and of being less,cénvenient for computer calcu=

ia’tio:}. ,

There is the fifth method which was used by the U.N.
Secretariat® in its 1952 study, "Instsbility in Export
Mgrkgts of Ungerdeveloged Countries ? but it involves no
formal correction for. trend. 'This method consists in
obtalnlng the absolute differences in values fiom yeaxr to
year, expressing these differences as a percentage of the
larger of the two annual values, and then averaging these
percentages. This method suffered from a maJor defect.
“Forfexample, a steady increase of 10 % per year in the ‘
values of a series, such as 100, 110, 121, etc. would,

according to. the U,N., system, yield fractions like I%%""

T%%—, etc. which, when averaged, would be less than the
conventional’ 10 %, but the resulting percentage would
indicate consxderable 1nstab111ty when in reality these
would be none at all !® It is for this reason that the

U. N, éystem gives larger percentage figures for instaﬁility
than %x the measures which calculate the deviations around
a trend line, whatever the shape or shapes of the trend
line. S

og; citﬂ
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lnlthe present study, annug; export earnings from
- goods énd services‘taken as the principal values for |
measuring the extent of the short-temm fluctuations in
Indian exports.,. While the principal method used forx
measuring the extent of the fluctuations is the percen-
tage deviatlons from the least square trend through the

actual annual value,

4,3: EXTENT OF INSTABILITY IN INDIAN EXPORIS :

The problem of instability of export earnings of.
underdeveloped countries did not receive sexfious attention
~ during 1950 either by Governments, international organi-
zations:or'econbmists. No doubt, U.N. Secretariat, in

its"Instability of Egport,Markets of Underdeveloagd counw

tries"; 1952, did touch wmpox the problem, but it was prine
cipally in connection "with' the low and Unstable expord’
earnings® of some underdevel oped countries. It was J.D.

Coppock'si‘Internaxibnél"Economic Instability!' which first
tried to study the problem of export instability of deve-

loped and uhderdevelééed countries rather systematically.
In fact,this is the first major analytlcal study in the
field that attempted (i) to find out” the degree of insta;
bility in export earnings of diffexent countrles, (il) to
explaln them in some rational fashion; and (111):to proyide
a basis for appraising and devising policies for rédﬁcing

N

the instability. It used ‘the data of exports of goods a?f

\\»\
A\
kN
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~

services - 1946 to 1958 for 83 countries for its analysis
and employed log=variance method to measure the fluctua-

tions in export proceeds.

 The find;n§§ of the studyi;eieﬁént to our purpose
are'summérizeﬁ %ﬁ Taﬁlé q.l; The table :eveais'the follo-
' wing‘facté;{ (i)_$§elinstability indices range from 73.8
(Iran) and 6.2 (Switzerland) for total value; 110.2 (Iran)
and 5.3 (Canada) for quantum; and 74.2 (Guatemdla) and
3.0 (Switzerland) for unit value of exports, The corre-
sponding values for India were 16.2, 7.0 and 17.5 respe=-
ctively;  (ii) in terms of ranking among the countries. ‘
in{thg ascending.order, ;ndia ranked 3lst, 4th and 49th
respecﬁively,,fqr‘total value,‘qnan%um, and unit value
iqStabiI;ty‘inqices ofrexports: ,(iii) yut thé §ifféren;e‘-
bejtween\I‘-,-l of total Value\of Indian egpo;is and that of .
Medién i»i is;s@alier than thatxof‘thg‘férmei and the
.meanxl;i;\ (iv) qq fhe otﬁgr hand.,I-I’of unit Valﬁe ofl“
Indian’expoits is grgate: tﬁan‘median and,méan,ifl‘for.:
67 coun@;ﬁeg;' (v) obviously the net effect of (iii)‘an§
{iv) is';elgyiQely much less I-1 for qugﬂ#um‘ofiindian‘,x
exports. than that of medlan and ﬁean I-I of quéﬁtuﬁ egpépks

of 70 countries,

Looked from the point of percentage%‘éohtribﬁtibq'bf'

* S . ’ 4

Percentage obtained as follows: Dollar value of 1957

exports for a country is multiplied by its instability
. index for exports; these products are summed and the prodﬁpt

for each country expressed as a per cent of the sum, \
"

N

N
5
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Tabl e g’o 1

International Export Instability (1946 to 1958)

Total value Quantum Unit Total
of exports exports ' value value
exports Imports

(1) (2) - (3) (4) (5)
(i) © Number of ,
countries ‘ ‘
considered 83.0 - 70.0 67.0 83.0
‘ii) .World 1.1 9gl 4,2 ?06 7.4
: (texms of
trade)
(1) Indian I-I 16,2 7.0 17.5 11.9
(iv) Maximum IeI 73.8 110.2 74.2 50,7
. " (Iran)" - (Iran) . (Guate~ (Lebnon)
‘ -mala ‘
' (Switzerland) (Canada) (Swits.) (Jordan)
(vi) Median I-I 19.4 14.3 14.0. 20,5
(vii) Mean I-I- 21,8 17,1 . 15.4 22,8
{viii) s.D, 11.5 13,9+ 10,2 " 9.1
(ix) Variance A _
(x)  Coefficient | | o
- of variation 52,9 81,4 66,2 40.1

Source: Coppock J.D,, International Economic Instability,

McGraw Hill,

ew YOrKk, ¢ Appendlx lable ot 2, -



178

‘individual countries to world export instability, the study
revealed that six countries supplxed ‘about half of the
instabllity; seventeen countrxes supplied about two-third
of the instability and twentyfive countriss including India

“contributed about 85 % of the world export instability,

In short, the stu&y revealed that'instability of total
valua of Indian axports'is slightly below median and mean
I.i and ranked 3ist among the 83 cauntrles. while the insta-
biiity of its unit value exports is above median and mean
I.I and ranked 49th among 67 countries, while Indian exports
contributed l.1 % of the world eiport instability raﬂking

23rd among 33 countries considered by the study.

In the present btudf, instabllity indices of total
‘unit and quantum values of Indian export earnings. for three
'perlods. 1948-49 to 1958-59' 1959-60 to 1969-7C and
~ 1948-49 to 1969-70 ;are calculated. The following Table 4,2
shows the *nctability indices of exports for different

periods.,

The table reveals that I-I of total value and of unit
- value is greater during the whole period 1948-49 to 196970
than those of the two sub&periods;'“Purthér“dﬁring all the
three periods, I-I of total value of exports and of unmt

value exports are greater than that of quantum Value exports.
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' Table 4.2

Instability Index of India's Exports
(194849 to 196970) ,

sr. véeriod I.I of total I-I of unit I-1 of

No. value of value of quantum
exports of exports value of
goods & sex- ~ exports
vices -

(1) (2) ' (3) (4) . (5)

1t ‘;913-49‘ 1L.20. 10,50 9.30

lé58~59

2: . 1959-60 8,70 11,20 4,85

. to :
1969+70 ;

3: 193849 16,70 13.60 - 7.98

to ‘
196970

source:‘ Estimated from Table I from the Appendix.

1

'4.4; CAUSES OF FLUCTUATIONS IN INDIAN EXPORTS :

So far as the causes are concerned, it must be pointed

out that it is very difficult to explain the fluctuations



. 180

in expert earnings since there may be innumerable factors,
internal as well as external, which directly or indirectly
contribute to such fluctuations., If ocne knows, which
factors are dominént in determining them, a'large part of
the problem would be solved. The only poeint then remaining
would be to measure their relative importance in explaining

the fluctuations,

On theoratical; a prior ground, one can group the
various factors involved, as was done by Coppock5 into the

following major groups :~

(i) Economic level of a country;
(1i) size of a country;

(ii1) Growth of a country;

(iv) Monetary factors of a couhtry;

(v) Size, growth, and importance of foreign trade
of a country;

(vi) Composition of exports;

(vii) Direction of exports.

90 far as the factors in each group are concerned, through
correlation and regression analysis, Coppock study brought

out 34 explanatory factors out of which only 12 variables

Sop. cit, p.8l.
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were considered most significant in explaining the export

instability of the countries considered. These were :

(a) National’lncome;

(b) GNP per capita;

(c) Foreign trade as per cent of GNP;

(d) Foreign trade per capita;

(e) Value of foreign trade; |

(£) Import value instability index;

(g} Export quantum ingtability index;

(h) Export prices instability indeﬁ;

(i) Logarithmic rate of growth of exports;
(j) Commodity export congéntration index:
(k) Regional export concentration;

(1) Per cent of export trade to U.S.A.

In order to explain the instability in Indian export,
all the above variables, excepting the last one, are
considered. The last variable is replaced\by 'uorid imports®
\with the assumption thaﬁ the flqétuations in total world
impérts would explain the,f;uctuatidns in.ihdian exports
more vividly than country's exports to U,S.A. The result
of simple correlation analysisg between India's export flu-
ctuations and other factors is summarized in Table 4.3

below :
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Correlation between Export Instability index
and other variables of India

Independent'

Piobable

Six times

Cofrelation
varliable coefficient exrror of probable
{(r) () error
(1) (2) (3) (4)
(1) GNP 0.600 0.095 0.570
(ii) Per capita GNP 0. 590 - 0,096 0.580
(1ii) Instability in ’
- Imports ef ep.
st 0.090 0.140 0. 840
(iv) Vzlve of . N ‘
Foreign Tradd 0.660 0.080 0.480
(v) Foreign trade T
as % of GNP -0,070 0.150 0.880
(vi) Per capita. S '
Foreign trade 0.570 0.090 0.570
(vii) Rate of growth .
of exports =0.230 0.140 0.820
(viii) Unit value index ~
Of export 0' 520 00 13.0 0. 650
(ix)  Fluctuation
value index '
of exports 0.060 0.150 0.880
(x) Commodity cone
centration index 0.560 0. 100 0.590
(xi) Regional concenes . . , .
tration index =0.005 - 0.150 0.900
(xii) Instability of |
' texms of trade. 1, 0.490, 0.1l0 0.670
(x1ii) World imports 0.520 0.110 0. 660

Source ¢ Estimated from Tables I, I1 and XV%i from the

Appendix.
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~

From the Table, it will be observed that correlation
coefficientggg;tween eiport fluctuations and (i) GNP;
(ii) o er capita GNP; (iv) value of foreign trade; (vi) per
capita foreign trade; {viii) unit value index of exports;
(x) commodity concentration index; (xii) instability of
ﬁerms of trade: and (xiii) world impérts, are 0.5 ox
greater than 0.5 implying some correlation between export
fluctuations and these factors. However, if one takes
into consideration the conventifonal rule that the correla-
tion between variables is significant if{( ) greater than
Six timeg the probable error, then one finds that the corre-
lation between export fluctuations and (viii), (xii) and
(xiii) turned out to be insignificant. In short, one can
very well state that the most significant causal factors
of fluctuations in Indian exports are gross National Product,
per capita GNP, value of fhg foreign trade, and per capita
foreion trade. It may be pointed out that these observa=-
tions run counter to the belief that the fluctuations in
export,pxqceedé are cdue to the changing expeqﬁations of the
fu*turime of export pﬁices, which, in tur!zldsue to, in main,
oscillating market conditions abroad, and only in few cases

do home supplies have significant inflénce on the prices.

It should be noted there that the regional concentra-
tion index has very weak .correlation with expért fluétuafions.

Moreoeverf 3 is greater than Six times the probable error
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suggesting that whatever the correlation between them,is
not significant, However, the sign of correlation coeffie-
negative
cient is/#wa which suggests that higher the regional cone
centration, lower is the export fluctuétions which is
contrary to the usual hypothesis: On the other hand, the
value of the correlation coefficient between commodity.
concentration index and eiport fluctuations is 0.56 and
it is little less than 6 times probabie error.‘signifyingi
positive relation:between themf In other words, while
geog;aphical concentration of Indian exports has no causal
relation with the instability of Indian exports,’commodity

concentration effected ¥ export fluctuations.

8.5: EXPORT INSTABILITY AND INDIA'S ECONOMIC GROWTH :

8.5.1: PREVIOUS STATISTICAL STUDIES :

The most relevant question to be addressed is: how far
this instabilitg of export earnings has affected India's
economic development? It was A.I. Macbean who tried to
examine whether export instability has any adverse effect
on economic development. The methodology of the‘studQ cone
sists, briefly, first in examining varidué propositions
about the causes or effects of export fluctuationsAiﬁ the
context of'underdeVeloped countfies; and then testing thgse

propositions by a combination of cross-country regression

¥
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analysis and time-series analysis which are sometime pre-
sented formally in regression or correlation coefficients,
sometimes in tabular comparison of direction or strength

of change in one variable compereé to another.

_ Macbean's study, tried to ‘test the following two hypo-
theses: first by means of a.simple cross-country correlaw-
tion analysis and then by multiple crosse-country regression
. analysis: (i) the first hypothesis is that countries which
have h;ghly unstable exports tend to invest a smaller pro-
portion of national incomelthgn do counﬁries‘with stable
exports; . (1i) the second hfpoihesis is\that the couﬁtries
.Wlth relatively unstable exports tend to have a slower rate
of growth of fxxed capital fbrmatmon. With single ¢ross=
country analysis, the study reVealed that the correlatlon
coefficient between indices of fluctuations in the importing
power of merchandise exports and the ratio of investment
to income was found to be +0.05 which:is non=gignificant
and has the wrong sign. Similarly, the second hypothesis
* also gains no support from the simple correlatlon. analysis
which yields +0,17 correlation coefficlient. On the contrary,
some support for the possibility of a positive association
between export instability and the rate of growth of fixed
: eapitél is revealed when the twenty=five countries are

'ranked by the degree of instability.

The multivariate ‘analysis takes the following varigbles
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as independeﬁt: (1) X' - the rate of growth of import
capdcity i.e. the total value of exports plus net invxsi-

" bles and net capital transfers. divided by an index of
import prices; (ii) X, = the instability of lmportlng
power of merchandise exports; (iix) X3 = the rate of
increase (or decrease) in reserves of gold and forelgn
exchange over: the period; (iv) X4 = the percentage change
in ratio of capital goods impotts to domestié fixed=capital
formation; and (v) Xy < the percentage change in the ratio
of capital goods imports to total lmports. The crossg= ;
country analysis was carried out by taking 25 uﬁderdeveloped
countries for which the data were availabie. ' The results

of the analysis are summarised below :

e
i

(1) - “5.62 + 109X+ 121X 0.14x, - R% = 0.30
(11) T = -4.59+0. + 71X, #0, 95X 40, 10X ;-O. 19x4+o 16X, 2=b;81
. (0.24) (0. 39) (0.10) (0. 03)
(i) I = «4.14 + 0.84X*+Q¢85X2~0.19x4+0.15X5 " R2%=0,81
. {0.19) " (0.38) (0.04) {0.02)
(iv) I/v = 12.36+0,03X, +0,038X,#0.05K,=0.05X,  R=0,105
(0.04) (0.081). (0.07) (0.05)
Where,

i is the rate of growth of flxed capital formation.

and I/Y average znvestment to average income.

In the eguatlon (1) variable X2 has a positive value,
though louu[ﬁoefficient while the hypothesis requires a
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negatﬁ?e sign, In the equation {ii) two more coefficients
are added ag they have sufficiently high simple correlatlon
coefficient with I. Even in this equation also the coeffie
cient of x2 is posztﬁve implying the greater the insta-
b;lity, the higher the rate of fixed=capital foimation. In
equation (iii) the variéble'XQ is dropped as its coefficient
is not significant at 005 level. Even then the new equation
(iil) has positlve coefficient of X Finally, even though
I/Y has a sllghtly 1mproved szmple correlatlon with XZ'

the coefficient of Xy in the equation &Eﬂis again pOsltlve
but well below the 0.05 significance,

Hence, the study remarks, both the simple correlations
and the multiple regressions yield no support to either of

the two-of our hypothesls »

Tﬁis conclusion. is Groésedhecked‘by more direct method
of examining the relationship between 1nternational export
1nstab1*ity and economic: growth in underdeveloped countries.
Simple correlation: analysis: for 22 countrles gave a corree
lation coefficient of «0.29. However, ‘when' the countries |
were ranked by the degree of 1nstab111ty of exports and
grouped in thirds, the inverse correlatxon powers wéré‘cono
firmed but tﬁﬁétwere -very weak, Further,. when. an addltional
Varlable, namely, the rate of grcwth of exports, was added,

: lnstabillty of -
the regresszon coefficient fo:z;mportlng power of exports
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became smaller and less signifi¢ant. It is interesting to
note that the rate of growth of exports was significantly
associated with income growth, When the ratio of foreign
trade to income and the rate of growth in reserves were
added, the multiple regression equation became much less

significant. The following regression equations were

formed :~
Y =36 - ».ooazzxV ¢ 0.4278%  R%=.4285
¥ = 4,1-.0089% +0, 3021X+0.0002T+0. 1028R R%=.4837
Where,

Y denotes rate of growth of output;

X, instability of importing power of exports;
X féte of growth of import capapity;
T ratio of foreign trade to income;

R change in reserve of foreign exchange in gold;

It will be observed that in neither of the equationsg
XV the instability of exports is significantly related to
the growth of GDP. The study, therefoie, remarks that for
these 22 countries, chosen only on‘the basis of available
data, little or no relationships exist between short-temm
instability in their exports proceeds and the rate of

growth of their national incomes.
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' 4.5.2: CASE STUDY OF INDIA : -

The anaiysis that follows has adopted the same metho-
dology through which export-growth relationship in India
has been examined in the previous chapter. In brief, it
tries to examine the hypothesis of adverse consequences of
export fluctuations on efonomic growth of India through
direct and indirect analysis using time-seéies method. For
the purpose, time-series data (1950-51 to 1968-69) of
Indian economy are used to test the following ihree hypq-
theses, one diréct and the other two indirect: Fluctuations

in Indian exports tend :

(1)  to discourage the growth of the economy;

(i1) to lower the rate of growth of fixed capital function
of the economy;

(iii) to discourage investment, decreasing the investment
income ratio of the economy.

The results of correlation and regression analysés are pre=
sented in Table 4.8, In the Table, the following notations
are useg

?£+l - Rate of growth of GNP at time t+l,

Qg - Change in per capita GNP at time t+1.

Ie(ter) - Fixed capital foundstion at time ttl.

It - Gross Invest at time t.’
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_‘Rate of growth of It‘

Xy - Exﬁorts of goadéband services at time t.

, Xt - Ratg of growth of Xt. |
At - Foreign aid at time t.

E, = Short-run fluctuations in Xyo

Ft - Foreigh excha;ge reserves at time t,

?% - ﬁate of gr?wth of Ft‘

\ Itima§ be observed from the‘table ihat three groups
of equations, one for each of the sbove three hypotheses(
are presénted. The following observations may be drawn
from the various eqﬁationsi (1) the value of the coeffi

cients of E; in all the three equation$ in group (1) are

positive, w;;ch is sufficient to suggest that instead of
being harmful, export fluctuations have helped the process
of growth of Indian economy, (2) With addition of three
more variables, the values of the constant term in the
equations (ii) and (iii) have decreased. However, the
values of E, ;n thg equations are not significant as shown
by thei't' score under the values of the coefficient.

(3) The coefficient of correlation and of regression between‘
- export fluctuations and rate of growth of ‘fixed capital
function are +0.15-and +2.44 reépectively. These &alues

indicate that export fluctuations havg‘helped the process
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of fixed capital fommation of Indian economy. No doubt,
the values are not significant as shown by 't! scores

of thé coefficients. And (4)‘the coefficient of correla=~
tion and of regression (as shown in equation (v) of

group (3) ) between expoxrt fluctuations and the ratio of
investment to GNP are +0.58 and #.,00004. These values
also point out that export fluctuations have also enhanced

the gross capital formation of the economy.

. In ghort, the foregoing direct and indirect snalyses
have suggested that there is no tendency of any adverse
effect of export fluctuations on Indian economic develop=-

ment.

4.6: SUMMERY AND CONCLUSION. :

The foregoing analyses has addressed itself with three
main questions concerning short-zun performance of Indian

Isd

exports:

(i) Is there any fluctuations in Indian exports ?
(ii) what are the causes of such fluctuations ? and

(i1i) what are its consequences on Indian economic develop=
ment ?

The analysis has revealed tﬁét, using logevariance
method, instébiliiy indices of total, unit and quantum values
of Indian export earningé during‘1948-49 to 1969=70 have
been 16.70, 15.60 and 7,60 respectively, While si@ple
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correlation analysis has suggested that the‘mostlsignifl-
cant causal factors of such fluctuatidqs in Iﬁdian»exports
have been, such internal factors as GNP. per capiia GNP,
value of foreign trade and per capita foreign trade. This
revealatlon rung counter with the belief that fluctuations
in the exports of the developlng countries are more due to
he osclllating market conditions abrOad rather than the

internal fectors mentioned above.

Finally,tsimple and multipie correlation and regression
analyses have revealed that the fluctuatlons in Indian
exports have not adversely affected Indian economic deVelop-
ment, This conclusion also runscounter to the general

elief that fluctuating export earnings of developing
countries have ha;med,the.process of their economic develop-

ment,



