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Introduction

The issue of export instobility exerts on enduring foscination for
economists with on interest in the area of economic development.
Among the mony problems besetting internotional economic relotions,
the instability of exports of developing countries hos always been o
mgjor topic of analysis ond discussion. The problem of instobility in
the trade ond finoncial relotion omong nations hos goined great
importonce. Internotional trade theory orgues thoat developing
countries benefit from primory specialization becouse of the existence
of comparative advontoges ond the utilizotion of the countries' relotive
abundont factors. Moreover, the lotter specialization promotes foreign
direct investments flows.

Internotional economic instobility is importont because of'its effects on
the level of living, on internal economic stobility, on the rote of
economic growth ond on the distribution of income ond weolth. It is
olso importont becouse of its effects on the internal ond external
policies of mony countries. The mojor composite variobles which con
explain Internotionol economic instability is the export proceed from
the sale of goods ond services by o country to other countries. Export
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proceeds can be broken down on a commodity bosis, value
for particulor product ond price components. Export
proceeds con also be divided by the country of destinotion.

The newly developing countries, in porticulor, mony of
whom are heavily dependent on earnings from the sole of
primory commodities to finonce much-needed capitol
goods' imports have evidenced substontiol concern with the
instobility of their proceeds. In lorge port, this concern
derives from the foct that commodity prices ond
consequently foreign exchonge earnings have often
exhibited a tendency towords seculor decline, but in port it
stems from the short-run fluctuations around the trend.

The internotional economic instability folls under the brood
category of economic relation among notions which con be
clossified os under:

1) Trodein goods and services
2) Finonciol relotion
3) Permonent or temporory migrotion of people, ond

4) Interchonge of knowledge thot is connected with
economic octivities

The developing countries have been focing the problem of
fluctuations in commodity morkets. The impoct of these
fluctuations hampers the production of primory products.
The source of fluctuations in export proceeds is often
believed to be concentration on on unnecessorily norrow
ronge of products for exports to a consideroble extent. It is
some time orgued that if these economies were to diversify
the exports; their export earnings would exhibit o greoter
degree of stability over time.

Review of Literature

Econimists have written quite extensively on the subject of
exports ond economic development. The following studies
have been undertoken in the literature review to study the
instobility of Indion exports.

Dawson (2005) exomined India’s export-income
relationship during the period of 1950 to 1999. Vector
autoregressive models were used os the tools of analysis.
Results showed no co-integrating long-run relationship. The
research concluded thot 1% increose in exports (income) led
to 0.0.06% increase in income (exports). These effects were
for long term duration. In the opinion of the researcher the
Export promotion policies of Indion Government oppeared
to be justified. Konyo ond Singh (2008), investigoted
empiricolly the presence of on equilibrium relotionship
between the logorithms of Indion exports ond imports
between the period of 1949-50 and 2004-2005. The results
indicated no co-integration between exports ond imports.
The loack of co-integrotion meont thot Indion
mocroeconomic policies were ineffective in bringing
exports ond imports into long-run equilibrium ond Indiawos
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in violation of her internationol budget constroint. Mojeed
(2010) explored the relationship between economic growth
ond income inequolity. He used o ponel doto set for 18
Asion countries over the period 1970-2007. The study
identified thot the countries in the region with high
finonciol intermediation tend to grew more os compored
to low finoncial intermediotion. Moreover, this study
concluded thot physicol ond humon capitol investments hove
statisticolly significont ond positive effect on economic
growth. Bonsol (2012) studied India’s foreign trade by
onolyzing Indion imports, exports ond direction in detoil
after global finoncial crises. He concluded that global trode
volume growth rate declined to 2.8% in 2008 which wos
7.3% in 2007. India’s foreign trode also dropped porallel to
global trade volumes. In the yeor 2007-08, India’s exports
ond imports growth rote wos 28.87% and 35.38%
respectively, which reduced to 12.21% ond 18.85%
respectively in yeor 2008-09. Veeromoni (2012) onolyzed
the growth ond pottern of India’s merchondise exports
during the post-reform period (1993-94 to 2010-11). The
first decade ofter reforms (from 1993-94 to 2001-02) was
charocterized by arelotively low export growth rote of 8% o
year, while the second decade (from 2002-03 to 2010-11)
revealed strong growth of 21% a.year. The results revealed a
mojor shift in India’s export destination from the traditional
developed country morkets to the emerging morkets in Asia
ond Africo. Goldar (2013) examined the foctors behind the
significont increase in import intensity of India’s
monufoctured exports thot hos token ploce in the post-reform
period. The industry-level onolysis indicoted thot the
increose in import intensity of monufoctured exports wos
ottributoble portly to chonges in product composition of
exports ond portly to growing export orientation of Indion
monufocturing industries. Somuel ond Bosavora (2013)
onolyzed the growth, instability ond determinonts of cotton
exports from India. The study revedled thot volume of
internotionol exports prices ond domestic production were
the foctors determining the exports from Indic. The mojor
destinotions of India's cotton exports were to China,
Pokiston ond Bonglodesh. The study olso reveoled thot
Indid's decision to raise export tox of row cotton would also
influence the exports from Indio in the near future. Dhor ond
Roo (2014) anolysed that India’s current account deficit hos
widened in recent years primorily because of the steep
increose in the deficit on the merchondise trade account.
Between 2005-06 ond 2012-13, Indio’s externol debt wos
more thon $404.9 billion. Export performonce hos been
indifferent despite the foct thot Indio formolized several free
trade ogreements. They gave the opinion that Policymokers
should not rely on adhoc solutions. Singla ond Singh (2014)
exomined the vorious trends occurred in growth ond
structure of Indion exports to China during the lost two
decodes. The onolysis revealed the mojor chonges in the
composition ond direction of Indion exports. Chind's share
in Indio’s global exports increased ropidly from just
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0.10 per cent in 1990-91 to 6.47 per cent in 2009-10.
The study found Indio’s obility to compete with other
nations wos of great importonce in determining its shore in
the world trade which would be o more critical foctor in
sustoining the higher rates of growth of the economy. Shi;
Xu ond Yin (2015) developed o small open economy model
with sticky prices in their study. The basic motive wos to
reveal the onswer of the question thot why a flexible
exchonge rote policy wos not desiroble in Eost Asion
emerging morket economies. They orgued thot weok input
substitution between local lobour & import intermediotes
ond extensive use of foreign currency in export pricing could
help to explain this puzzle.

Need of the Study

A number of the studies have been undertaken to onolyze
Indid's export performance ond export instobility. Most of
studies, some of them referred to obove, have been
conducted in this areo. But they, mostly, concentrote on the
possible impoct of instobility on economic growth ond drow
inferences in a.cross-sectional framework. Thus, the present
study is on attempt towords filling the gop in the avoiloble
literature.

Objectives of the Study

The present study oims ot finding out the Instobility of
India’s exports omong traditional ond non-troditional
commodities. For this purpose instobility indices in terms of
volume, value ond per unit volue have been computed to find
out the source of instobility.

Research Methodology

Research methodology is the specification of methods of
ocquiring the information needed to structure or solve the
problems in hond. In the present study to curb the impact of
inflotion the onalysis hos been done ot constant prices. For
this purpose finonciol figures given ot current prices hove
been deflated by using export unit volue index.

Period of Study

The study covers the post liberalisation period of seventeen
years i.e. from 1990-91 to 2007-08 for the onalysis of export
performonce in Indio.

Data Collection

The study is primorily bosed on secondary data. A plethora
of dota hos been collected from various sources nomely
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Director General of Commercial Intelligence ond Statistics
(DGCIS), Export Promotion Councils ond Commodity
Boords, Vorious Statistical Abstrocts of Government of
Indic.ond Economic Survey.

Tools of Analysis

For finding out instobility in exports Coppock's instability
index hos been used becouse it gives o close opproximation
of the averoge year-to-yeor percentage variotion in the volue
of the varioble. The Coppock Curve wos developed by
Edwin Sedgwick Coppock in 1962. All yearly changes over
the post 12 months ore averoged exponentially to orrive of o
plotted volue. This procedure is repeated for each point on
the curve. Accordingly, the instobility index is constructed
using the following formulao.

1 1 ’
Vieg = mz [logXHl —logX; — mZ(lOgXtH —logX,)

or
[logx)t(—‘:1 — m]z

Viog =
°g N—_1

Where, N=Number of Years,
Xt=Volue of a.country's exports in yeort,

m = arithmetic meon of the difference between the logs of xt
ond xt+1, xt+1 ond xt+2 etc.

V log =the logarithmic varionce of the series.

Instabiliy index~ {antilog ./ Viog —1)x100

Results and Discussions

Instobility in foreign exchange earnings of India hos been
shown in Toble 1.1. This toble shows thot Instobility in
foreign exchange earnings (42.21) remained almost more
thon instobility in totol exports from India (7.52) during
1990-91 to 1999-2000. But the scenario has changed for the
years 2000-01 to 2007-08 os well as during 1990-91 to 2007-
08. The instobility in foreign exchonge earnings (7.93)
remoined less during 2000-01 to 2007-08 thon the total
exports instobility (212.75). The analysis further reveols thot
instobility in foreign exchonge earnings (31.79) declined
during the entire study period of 1990-91 to 2007-08 os
compored to instobility in total exports from India (114.31).
This indicates that instability in export eornings is pivotol
foctor which is responsible for the economic development of
the country.

Table 1.1
Instability in India’s Foreign Exchange Earnings and Total Exports
Yeor 1990-91 2000-01 1990-91
Instobility Volue to to to
1999-00 2007-08 2007-08
Foreign Exchonge Eornings 42.21 7.93 31.79
Total Exports Include Others 7.52 212.75 114.31

Source: Coalculated from dato of Economic Survey, Government of India.
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Commodity Wise Export Instability

It moy be orgued thot essentiol distinction in India is
described between traditionol ond non-traditional exports.
For the purpose of the study teo, spices, iron ore, coshew
kernels ond rice hoave been selected for the first category
which belongs to the troditional commodities. From the
second category of the non-traditionol commodities items
nomely gems ond jewellery, marine products, chemical and
ollied products, machinery instruments, tronsports
equipment, engineering goods, electric goods, cotton
fobrics, readymaode gorments and leother products have been
selected. Hence the criterion applied is that if the overall
instobility index for oll the commodities is lower thon for the
rest of the commodities, movements of the exports in o
porticulor commodity would be having stobilizing effect on
the overall export eornings. Stobilization is defined os
smoothing out price fluctuotions around the trend set by the
morket forces.

Traditional Commodities

Tobles 2.1, 2.2 ond 2.3 show instobility indices for Indid's
exports of traditional commodities in terms of volume, volue
ond per unit value. Instobility in export earnings could be

ottributed either to instability in the volume of commodities
exported or their per unit volues. These tobles show that the
traditionol exports do not exhibit uniform picture during the
study period.

Table 2.1 presents the instobility of the volume of exports of
five traditional commodities namely cashew kernels, spices,
rice, teacond iron ore during 1990-91 to 2007-08. During the
first phose i.e. from 1990-91 to 1999-00 rice hos moximum
instability 104.42 ond teahos the minimum instobility 13.37.
During 2000-01 to 2007-08 iron ore hos moximum
instability 112.82 ond spices have the minimum instobility
9.97. During the entire study period ronging from 1990-91 to
2007-08 rice has moximum instobility 102.66 and teahos the
minimum instobility 12.35. In 1990s spices, iron ore ond
cashew kernels have the instobility to the tune of 33.18,
21.43 ond 22.66 respectively. During the second phase of
time period i.e. in 2000-01 to 2007-08 teo, cashew kernels
ond rice hove the instability to the tune of 10.84, 15.58 and
66.82 respectively. From the third phose covering the time
period of 1990-91 to 2007-08 spices, iron ore ond cashew
kernels have the instability to the tune of 25.11, 71.36 and
19.95 respectively.

Table 2.1
Instability Indices of volume of India’s Traditional Exports, 1990-91 to 2007-08
Yeor 1990-91 2000-01 1990-91
to to to
Commodities 1999-00 2007-08 2007-08
Tea 13.37 10.84 12.35
Spices 33.19 9.97 25.11
Iron ore 21.43 112.82 71.36
Coshew Kernels 22.66 15.58 19.95
Rice 104.42 66.82 102.66

Source: Tea Board of India, Tea Statistics; The Cashew Export Promotion Council, Cashew Statistics; ond

DGCIS, Calcutto.

Table 2.2 presents the instability of the value of exports of
five traditional commodities coshew kernels, spices, rice,
teo.ond iron ore with rest of the commodities during 1990-91
to 2007-08. During the first phase i.e. from 1990-91 to 1999-
00 rice hos moximum instobility 70.19 ond cashew kernels
have the minimum instobility 15.50. During 2000-01 to
2007-08 rice hos moximum instobility 30.53 ond teo has the
minimum instobility 6.62. During the entire study period
ronging from 1990-91 to 2007-08 rice hos moximum
instobility 55.11 ond tea hos the minimum instobility 17.39.
In 1990s tea, spices ond iron ore have the instobility to the
tune of 23.01, 17.09 ond 22.77 respectively. During the
second phose of time period i.e. in 2000-01 to 2007-08

spices, iron ore ond coshew kernel have the instobility to the
tune of 15.80, 28.01 ond 16.61 respectively. From the third
phose covering the time period of 1990-91 to 2007-08
spices, iron ore and cashew kernels have the instobility to the
tune of 18.57, 33.12 ond 7.16 respectively. The averoge
instability indices of all traditional commodities in value ore
7.521in 1990s, 6.63 in 2000-01 to 2007-08 and 7.36 in 1990-
91 to 2007-08. The table 2.2 also reveals thot in cose of tea,
spices and coshew kernels the overall average instobility
indices for oll commodities ore minimum thon the instobility
indices for rest of the commodities. It implies a stobilizing
effect on the overoll export earnings.

Table 2.2
Instability Indices of value of India’s Traditional Exports, 1990-91 to 2007-08
1990-91 2000-01 1990-91
Yeor to to to
Commodities 1999-00 2007-08 2007-08
Tea 23.01 6.62 17.39
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Rest of commodities 7.77 6.64 7.51
Spices 17.09 15.8 18.57
Rest of commodities 7.53 6.61 7.37
Iron ore 22.77 28.01 33.12
Rest of commodities 7.47 6.51 7.36
Cashew kernels 15.5 16.61 20.12
Rest of commodities 7.56 6.58 7.38
Rice 70.19 30.53 55.11
Rest of commodities 7.13 6.61 7.16
All Commodities 7.52 6.63 7.36

Source: Tea Boord of India, Tea Statistics; The Cashew Export Promotion Council, Cashew Stotistics; ond

DGCIS, Calcutto; F.A.O., Trade commerce.

Table 2.3 presents the instobility of the unit value of exports
of five troditional commodities nomely coshew kernels,
spices, rice, tea ond iron ore during 1990-91 to 2007-08.
During the first phose i.e. from 1990-91 to 1999-00 rice hos
moximum instebility 27.62 ond tea hos the minimum
instobility 10.54. During 2000-01 to 2007-08 iron ore hos
moximum instobility 83.58 ond tea hos the minimum
instability 6.69. During the entire study period rice hos
moximum instobility 75.67 ond tea hos the minimum

instobility 9.51. In 1990s spices, iron ore and cashew kernels
have the instobility to the tune of 21.18, 12.19 and 18.97
respectively. During the second phase of time period i.e. in
2000-01 to 2007-08 spices, coshew kernels ond rice have the
instability to the tune of 8.92, 13.55 ond 77.05 respectively.
From the third phase covering the time period of 1990-91 to
2007-08 spices, iron ore ond coshew kernels hoave the
instobility to the tune of 18.73,51.83 and 19.11 respectively.

Table 2.3
Instability Indices of Unit Price of India’s Traditional Exports, 1990-91 to 2007-08
1990-91 2000-01 1990-91
Yeor to to to

Commodities 1999-00 2007-08 2007-08
Tea 10.54 6.69 9.51
Spices 21.18 8.92 18.73
Iron ore 12.19 83.58 51.83
Caoshew Kernels 18.97 13.55 19.11
Rice 27.62 77.05 75.67

Source: Tea Board of India, Tea Statistics; The Coshew Export Promotion Council, Cashew Statistics; ond

DGCIS, Colcutto.
Non-Traditional Commodities

Table 3.1 gives the instobility indices for India’s non-
traditionol exports. This toble gives instobility indices in
terms of volue. The obove toble reveals thot electric goods
have moximum ond reodymode gorments have minimum
instobility during 1990-91 to 1999-2000. During the second
phose of period i.e. from 2000-01 to 2007-08 the moximum
instobility indices belonged to electric goods ond minimum
instobility indices belonged to chemical ond allied products.
During the third phase of time period i.e. from 1990-91 to
2007-08 electric goods have moximum ond leather products
have minimum instobility indices.

Phase wise onalysis reveals thot during the first phase of
time period i.e. 1990-91 to 1999-00 electric goods have
moximum instobility to the tune of 31.82. Moarine products
with 15.52 instobility index value coptured the second ploce.
Cotton fobrics stood ot third place with 13.44 instobility
index volue. Reodymode gorments have the minimum
instobility to the tune of 7.41. Moachinery instruments
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caoptured the second lowest ronk by getting instability to the
tune of 7.55. The analysis further reveals thot the averoge
instobility of oll commodities is olso lower thon the
instabilities of rest of the commodities in cose of gems ond
jewellery, marine products, chemicol ond allied products,
readymode gorments ond leother products. This implies
stobilizing effect on the overoll export eornings.

During the second phose of time period i.e. from 2000-01 to
2007-08 electric goods have moximum instability to the tune
of 13.18. Moarine products have coptured second place with
12.52 instobility index volue. Tronsport equipments stood ot
third place with 12.26 instability index volue. On the other
hond chemical ond allied products have minimum instobility
to the tune of 6.26. Leather products have olso coptured the
second lowest ronk with instobility index value of 6.54. The
averoge instobility of all commodities during this phose is
6.63 ond except morine products ond engineering goods. It
has stobilizing effect on oll the non-traditional commodities
of exports.
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During the third phose of time period i.e. from 1990-91 to
2007-08 electric goods have moximum instability to the tune
0f26.61. Moarine products have coptured second place with
17.17 instobility index volue. Cotton fobrics stood ot third
place with 15.29 instability index value. On the other hand
leather products have minimum instobility to the tune of
8.99. Machinery instruments have also coptured the second

lowest ronk with 10.47 instability index value. The averoge
instability of all commodities is 7.36 during this period. This
instability index volue is equal to or less thon the instobility
index value for rest of the commodities in five coses nomely
gems ond jewellery, chemical ond allied products, cotton
fobrics, readymode gorments ond leather products. It hos
stobilizing effect on the overall export eornings.

Table 3.1
Instability Indices of Value of India’s Non — traditional Exports 1990-91 to 2007-08
1990-91 2000-01 1990-91
or to to to
Commodities 1999-00 2007-08 2007-08

Gems ond Jewellery 10.77 7.14 10.67
Rest of commodities 8.23 7.19 8.29
Maorine Products 15.52 12.52 17.17
Rest of commodities 7.55 6.62 7.35
Chemical and ollied products 12.97 6.26 10.71
Rest of commodities 7.62 6.79 7.49
Mochinery instruments 7.55 10.48 10.47
Rest of commodities 6.56 6.81 6.95
Tronsports equipment 12.19 12.26 14.03
Rest of commodities 6.35 6.69 6.81
Engineering Goods 10.87 9.43 10.86
Rest of commodities 7.34 6.28 7.12
Electric Goods 31.82 13.18 26.61
Rest of commodities 7.31 6.88 7.31
Cotton Fabrics 13.44 9.14 15.29
Rest of commodities 7.48 6.68 7.36
Readymode Gorments 7.41 10.17 10.9
Rest of commodities 8.09 6.7 7.76
Leoather Products 8.45 6.54 8.99
Rest of commodities 7.78 6.84 7.57
All commodities 7.52 6.63 7.36

Source: Engineering Export promotion Council, Colcutto; R.B.1., Report on Currency ond finonce Colcutto.

Conclusion

The export performonce of o country is determined by the
growth in world demond. Export promotion being one of the
moin foctors for economic growth. It is prerequisite for
odequote foreign exchonge eornings to mointain the
economic development. From the ongoing onolysis it is
clear that the commodity-wise picture is composite. Some
commodities witnessed higher instobility while others
experienced o relatively low instobility. Among the
commodities studied, non-traditional exports have shown
higher degree of instobility than traditional exports during
oll the three phose of time period. The commodity-wise
detoails olso reveal that instobility wos coused by fluctuations
both in export prices ond volume exported. The degree of
fluctuations in these two components, however, varied from
commodity to commodity.
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Thus the study suggests that in the category of troditional
commodities, iron ore ond rice have o destabilizing effect
while coshew kernels, spices, ond tea have o stobilizing
effect during all the three phases of time period i.e. 1990-91
to 1999-00, 2000-01 to 2007-08 ond the overall period 1990-
91 to 2007-08. Moreover, Indio’s trade in cose of non-
traditionol commodities indicotes thot gems ond jewellery,
chemical ond ollied products, readymode gorments ond
leather products have a stabilizing effect during all the three
phoses of time period. On the other hond moachinery
instruments, tronsport equipments, engineering goods,
electric goods and cotton fabrics hove destabilizing effect
during the first phose while marine products ond engineering
goods have destobilizing effect during the second phose. In
the third phose of time period marine products, mochinery
instruments, tronsport equipments, engineering goods ond
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electric goods have destobilizing effect. Cotton fabric has o
neutral effect becomse during this period the oaveroge
instobility index value of oll the commodities was equoal to
the instobility index value for rest of the commodities.
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