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Abstract 

 

This paper shows that a puzzling yet strong correlation exists between imports and 

exports. Cross-section and time-series analysis for the broadest possible country sample 

(159 countries over 1960-2006) attests to the robustness of this finding, even though 

causality is not explored in depth. After ruling out common factors driving 

simultaneously imports and exports, as well as systematic government interventions, we 

favor two weighty explanations. The first one is the presence of international financial 

constraints, in the spirit of the Feldstein-Horioka literature. However, we contend that 

this is at most an incomplete rationale, and thus put forward a classic (but often 

neglected) argument relating exports, imports, and economic growth in the short and the 

long-run. Our results open room to rich and provocative policy implications as well as to 

the reinterpretation of commonly accepted notions in the analysis of open economies. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



* 
I greatly acknowledge the enthusiastic and solvent assistantship of Carlos Maya. Máximo Sangiácomo, 

Mariano Sardi and Federico Traverso contributed valuable comments and suggestions. Many thanks also to 

an anonymous referee. Remaining errors are my sole responsibility. 



Introduction and Motivation 

 

In what follows we document and discuss a scarcely researched fact: imports are strongly 

correlated to exports all over the world. Even if forcefully true (as we will show 

momentarily), the key issue is why we should care at all. The answer is twofold: first, 

exports and imports should not be expected a priori to have similar values whatsoever; 

second, the fact that imports do not deviate much apart from exports has important policy 

implications. 

 

The present work is structured in three sections. The first section sets the methodological 

ground and places this investigation within the literature on international finance. The 

second one presents supporting evidence based on simple cross-section and time-series 

regressions for 159 countries, with annual data for 1960-2006. The final section discusses 

the lessons that can be drawn from the observed joint behavior of exports and imports. 

 

 

Section 1: Methodology and Related Literature  

 

Our exercise revolves around a basic regression of imports on exports, both in terms of 

GDP, with annual country data. The null hypothesis is that the estimated slope coefficient 

should not be statistically different from zero. Otherwise, we would be allegedly dealing 

with an anomaly.  

 

Sound theoretical thinking leads us to expect import and export values to be unrelated.  

Standard trade theory highlights that imports and exports result from relative resource 

endowments and consumer preferences, and nothing in the model dictates that technology 

and preferences must be such that exports should move in tandem with imports. At any 

rate, this might be the case if some common macroeconomic factors are behind both 

exports and imports causing them to covary, but this is much unlikely to be the case. 

According to the widely popular elasticities approach, imports and exports may indeed 

respond to income and price effects, but in disparate direction: domestic income increases 



are associated to higher imports but have no sensitive impact on exports (which instead 

are influenced by trading partners’ income); in turn, the real exchange rate -the price of 

tradables to that of non-tradable goods- has a positive bearing on exports and a negative 

one on imports (see cross-country estimates in Pacheco-Lopez and Thirlwall (2005) and 

Senhadji and Montenegro (1999)).   

 

Before advancing what we think are the most sensible explanations for the high empirical 

imports-exports correlation, we would like to stress the link with some related work in 

the field of international finance. Two strands are of particular relevance here, both of 

which, despite seeming overlaps, are conceptually distinct from our theme. For one, some 

scholars have investigated the long-run relationship between exports and imports to test, 

through cointegration techniques, whether the national intertemporal budget constraint is 

actually met. Work in this line has been developed, among others, by Arize (2002) using 

a sample of 50 industrial and developing countries, and Herzer and Nowak-Lehmann 

(2005) for the particular case of Chile. A crucial difference between such papers and ours 

is that they are only concerned about the long-run while we also look at the short term. 

Even more importantly, at least two shortcomings can be pinpointed in these papers: (i) 

In order to assess the intertemporal budget constraint one must focus on the current 

account rather than the trade balance. From a plain accounting point of view, these two 

are not equivalent variables; and (ii) Intertemporal solvency is a very long-run concept 

that should be assessed over extended periods covering, as a minimum, several decades. 

Using one decade-long data spans, as typical in some of these papers, blurs the 

interpretation of their results. In a similar vein, quarterly and monthly data appears poorly 

relevant to this kind of test.  

 

At first glance, our story keeps close correspondence with the well-known Feldstein-

Horioka puzzle, stating that the robust correlation between saving and investment implies 

prima facie far from perfect capital mobility across countries (see Feldstein and Horioka 

(1980) for the seminal contribution and Bebczuk and Schmidt-Hebbel (2007) for a recent 

exposition and new evidence). Nevertheless, the import-export correlation is not just a 

mirror of the saving-investment correlation. First, we reiterate that the trade balance (our 



ultimate variable of interest)  is not equal to the current account balance (the one in the 

Feldstein-Horioka literature) –we will prove this with actual figures in the next section. 

Second, the common factor rationale, while controversial, has more theoretical backing 

when it comes to saving and investment decisions (see Iwamoto and van Wincoop (2000) 

and Boyreau and Wei (2004)) than, as seen before, in the case of exports and imports. 

Third, households and firms both save and invest, thus creating a potential positive 

interlinkage that may help rationalize the Feldstein-Horioka coefficient
 1

, but not the 

imports-exports coefficient, once exporting economic units are rarely the same that 

import –except for foreign inputs utilized by exporting firms, which must account for a 

small share of total imports. We will resume the comparison between our paper and the 

existing studies after going over the evidence. 

 

Section 2: Evidence 

 

Our sample covers an unbalanced panel of 159 countries over the 1960-2006 period. The 

database includes all countries with information retrievable from the World Development 

Indicators assembled by the World Bank. Time series availability varies across countries, 

as shown in the Annex. Beginning with the cross-country results, Chart 1 presents mean 

export and import values to GDP for the whole sample. In turn, Chart 2 and 3 display two 

subsamples: 1960-1989 and 1990-2006. This sample split is justified by the sharp 

difference in international financial integration that characterized each period. In all three 

cases, the visual impression is that the higher the average export ratio, the higher the 

average import ratio. The more intense capital movements since the 1990s does not seem 

to have changed the overall picture.  

 

 

                                                           
1
 For instance, financially constrained units are forced to save to finance their own investment, creating an 

immediate tie between both activities.   



Chart 1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chart 2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Imports-Exports Cross-Section Correlation 

for 159 Countries, 1960-2006 
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Imports-Exports Cross-Section Correlation 

for 130 Countries, 1960-1989 
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Chart 3 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 1 reports the slope estimate from a regression of imports on exports for these and 

other samples. All estimated coefficients are significant at 1%. For the three samples 

from Charts 1 to 3, the resulting coefficients are 0.816 for 1960-2006, 0.882 for 1960-

1989 and 0.782 for 1990-2006. A similar stability across samples emerges from 

considering OECD versus non-OECD countries, richer versus poorer countries (above or 

below the median per capita GDP), and deficit versus surplus countries (measured by 

their average trade and current account balance to GDP). Taking the 27 estimates in 

Table 1, the simple average is 0.873, with a minimum of 0.627 (for current account 

surplus countries in 1960-1989) and a maximum of 1.107 (for trade surplus countries in 

1960-1989). 

 

Imports-Exports Cross-Section Correlation 

for 159 Countries, 1990-2006 
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Table 1 

Cross-Country Regression of Imports on Exports to GDP: 
Estimated Slope Coefficient for Different Samples (*) 

      (*) t statistic in parenthesis. *** denotes significance at 1%. 

 

We have calculated as well the individual country, time series coefficients for all the 

countries and for the same subsamples employed in the cross-country regressions. Table 

2 shows the mean and median of such estimates. For the whole country sample, the 

coefficient is 0.71 for 1960-2006, 0.74 for 1960-1989 and 0.71 for 1990-2006. Despite 

the relative coefficient stability across subsamples, the one remarkable feature is that 

surplus countries have on average a lower coefficient than deficit countries (for example, 

for 1960-2006, the mean coefficient is 0.49 for current account surplus countries and 0.78 

for deficit countries).  

Sample/Period 1960-2006 1960-1989 1990-2006

Whole Sample 0.816 0.882 0.782

(16.40)*** (15.94)*** (16.66)***

OECD Countries 0.884 0.877 0.839

(33.64)*** (27.46)*** (25.10)***

Non-OECD Countries 0.793 0.868 0.778

(13.55)*** (13.11)*** (13.96)***

Per Capita GDP > Median 0.876 0.873 0.876

(17.79)*** (12.71)*** (20.13)***

Per Capita GDP < Median 0.968 1.04 0.848

(9.23)*** (11.14)*** (8.16)***

Trade Balance >0 0.837 0.804 0.884

(24.1)*** (15.03)*** (31.59)***

Trade Balance < 0 0.949 1.107 0.888

(14.28)*** (16.13)*** (13.11)***

Current Account >0 0.779 0.627 0.841

(11.77)*** (3.98)*** (16.46)***

Current Account < 0 0.949 1.07 0.849

(11.03)*** (19.86)*** (13.37)***



Table 2 

Time-Series Regression of Imports on Exports to GDP: 
Mean and Median of the Estimated Slope Coefficient for Different Samples (*) 

 

 

 

The postwar international economy witnesses a number of successful export-oriented 

economic strategies, as well as other equally resonant failures in the export front. We 

wonder whether countries experiencing extreme changes in export performance have 

maintained a close link between exports and imports. To this end, we have picked up the 

top 20 and the worst 20 export performers over 1960-2006, after sorting the whole 

country sample by the change in the exports to GDP ratio. Chart 4 confirms that on 

average countries with a noticeable increase (decrease) in exports have also increased 

(decreased) their imports in a comparable magnitude –most observations lie on the first 

quadrant (top performers) and the third quadrant (worst performers). The average 

increase of the top 20 was 53.9 percentage points in exports and 43.1 in imports, while 

the average decrease of the worst 20 was 22.0 and 14.9 percentage points, respectively. 

 

Mean Median Mean Median Mean Median

Whole Sample 0.71 0.77 0.74 0.76 0.71 0.79

OECD Countries 0.79 0.89 0.81 0.84 0.78 0.82

Non-OECD Countries 0.69 0.72 0.72 0.68 0.69 0.78

Per Capita GDP > Median 0.72 0.80 0.59 0.76 0.59 0.78

Per Capita GDP < Median 0.71 0.71 0.89 0.77 0.84 0.84

Trade Balance >0 0.56 0.67 0.40 0.40 0.51 0.67

Trade Balance < 0 0.77 0.84 0.85 0.83 0.79 0.85

Current Account >0 0.50 0.63 0.71 0.72 0.49 0.57

Current Account < 0 0.78 0.83 0.74 0.77 0.78 0.82

1990-20061960-19891960-2006
Sample/Period



Chart 4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Three additional criticisms may raise concern about the validity of the previous results. In 

the first place, GDP-scaled exports and imports might introduce spurious correlation. To 

check this issue, we recalculated individual country coefficients, for both nominal and 

real exports (rather than as ratios of GDP) for 24 Latin American and Caribbean countries 

for which we got information on exports and import price indexes for 1980-2005. The 

mean national coefficient was even higher for nominal (1.098) and real (0.96) than for 

GDP-scaled values (0.67). In all cases, coefficients remain strongly significant in 

statistical terms.   

 

Secondly, it might be argued that countries that went through a trade liberalization 

process might have experienced a simultaneous jump in exports and imports driven by 

the lifting of preexisting trade barriers. This point can be dismissed by recalling that these 

liberalization processes were way more popular in developing than in developed 

economies, as the latter already had highly liberal trade regimes since at least the 1970s. 

Consequently, the argument would not be consistent with the high correlation coefficient 

found for OECD countries. Lastly, countries with a strong maquila industry are likely to 

Best and Worst Export Performers, 1960-2006: 

Change in Exports and Imports
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display high exports while importing similarly high volumes of intermediate goods that 

are assembled and re-exported. Unfortunately, there are no international statistics on 

maquila participation in total exports and imports by country, but the previous argument  

is equally applicable in this case: maquila is an emerging-country phenomenon (indeed 

concentrated in a subset of these countries), so the high correlation found in all countries 

suggests that this is not a critical factor driving the results. 

 

Section 3: Interpreting the results 

 

The most appealing candidate rationale for our findings is that countries face financial 

constraints that prevent them from importing more than they export –an explanation 

borrowed from the classical Feldstein-Horioka analysis. This is a plausible but still partial 

explanation in view of the following:  

(1) In claiming the existence of financial constraints, external revenues and expenditures 

must consider the overall current account rather than just exports and imports, which are 

just one component of the former. From Table 3, based on average data for 1960-2006, 

the trade balance is similar in size to the current account (20% above o below the current 

account) in only 17% of the cases, or 26 out of 154 countries. For the rest, pronounced 

differences are observed –for example, in 44 countries the trade balance more than 

doubles the current account balance;  

(2) Financial constraints bind only when the country runs a deficit (a trade account deficit 

or, strictly speaking, a current account deficit). Given this asymmetry, under the financial 

constraint hypothesis, the correlation between imports and exports should vanish 

whenever the country runs an external surplus. Our previous results lend at most partial 

support to this hypothesis. From the time series regressions, the average coefficient is 

higher for deficit countries, but this is not the case in the cross-country regressions. 

Moreover, the surplus country coefficient is still high and significant in all cases;   

(3) If the imports-exports correlation were a perfect reflection of the investment-saving 

correlation, we would expect a similar behavior of the estimated coefficient. Yet our 



correlation coefficient displays little variation over time, unlike the declining trend found 

in the Feldstein-Horioka coefficient since the 1960s onward.
2
; and  

(4) As the importing economic units are typically not the same as the exporting units, 

there must be a third variable turning the alleged national financial constraint material for 

the private sector. Such a variable could be either the real exchange rate or a government 

policy rule. In the first case, the real exchange rate would change so as to clear the 

exchange market: if imports tend to exceed exports, the demand for foreign currency and 

its price would go up, discouraging imports and inducing a balanced trade account. The 

argument does not seem to fully apply in practice, as empirical studies have identified a 

number of exchange rate determinants beyond the trade balance (see, among others, 

Carrera and Restout (2007)).  

The other possibility is that the government internalizes the national financial constraint 

and implements policies to keep the external balance under control. This does not look as 

a compelling explanatory factor either. Otherwise, our results would be implying that 

authorities intervene in a systematic way at all times and in most countries to contain 

both external deficits and surpluses, which is clearly at odds with observed 

macroeconomic practices worldwide. Rephrasing, we are not denying that authorities 

might intervene occasionally in some countries, but this cannot stand as the sole or main 

explanation of the persistent correlation between exports and imports in developing and 

developed countries over more than four decades of available data. 

 

                                                           
2
 Beyond the natural variation across studies, the Feldstein-Horioka coefficient dropped from about 0.9 in 

samples covering the 1960s and 1970s to about 0.5 when the 1990s and early 2000s are included. 



Table 3 

Trade Balance to Current Account Ratio (in %) 

 

 

We propose a basic macroeconomic argument to take account of this phenomenon: larger 

exports push up aggregate income, and higher income leads to larger imports (see 

Hausmann et al. (2005) for cross-country evidence on the positive link between exports 

and income growth and level). This mechanism works symetrically for export growth and 

contractions, in the short and the long term, thus inducing the high correlation uncovered 

in this paper.
3
 In the short run, a simple Keynesian, IS-LM logic can be invoked. A 

longer-run perspective can be rooted in export-led growth models. Our regressions lend 

strong support to both a short-term relationship (tested through time series exercises for 

individual based on annual data)
4
 as well as a long-run relationship (picked up by the 

cross-section regressions). Our work does not explore in depth the issue of causality 

between exports and imports, even though the causal chain Exports → Economic Growth 

→ Imports stands as the most plausible one.5 Neither we postulate that one and only one 

empirical explanation exists for the import-export correlation. A more forceful statement, 

                                                           
3
 The elasticities approach includes the well-documented sensitivity of imports to domestic income, but 

fails to take into account that domestic income depends, everything else equal, on exports. 
4
 An interesting feature deserving further analysis is the interface between the first and the second moment 

of the distribution of our two variables of interest: despite the fact that imports appear to be much more 

volatile than exports over the short run, this does not seem to weaken the annual correlation between them.  
5
 For instance, it is possible to argue that a positive structural shock boosts productivity, pushing more 

imports of capital goods that further increase productivity and competitiveness, rendering export activity 

more profitable.  

TB to CC (in %)
Number of 

Countries

% of 

Countries

<0 21 13.6

0-40 13 8.4

40-80 21 13.6

80-120 26 16.9

120-160 15 9.7

160-200 14 9.1

>200 44 28.6

Total 154 100.0



though, would require additional econometric effort, which is beyond our present, more 

modest scope.   

 



Conclusions and Discussion 

 

This paper has shown that a puzzling yet strong correlation exists between imports and 

exports. Cross-section and time-series analysis for the broadest possible country sample 

(159 countries over 1960-2006) attests to the robustness of this finding. After ruling out 

common factors driving simultaneously imports and exports, as well as systematic 

government interventions, we favor two weighty explanations. The first one is the 

presence of international financial constraints, in the spirit of the Feldstein-Horioka 

literature. However, we contend that this is at most an incomplete rationale, and thus we 

put forward a classic (but often neglected) argument linking exports, economic growth 

and imports. Such a view is consistent with a short-run, IS-LM approach as well as a 

long-run, export-oriented growth process. 

 

Wide-ranging economic and research implications derive from the topic highlighted in 

this paper. The main policy outcome is that active, merchantilist strategies are in practice 

ineffectual to bring countries into large and persistent trade surpluses. In this light, trade, 

fiscal and exchange rate policies are deemed to be of little impact, letting alone their 

distortive side effects, in the medium and long term. At most they can aim to correct 

short-term imbalances. As a result, export-oriented policies should not be primarily 

judged in terms of growing trade balances but in terms of the indisputable benefits of 

increased export volumes. Imports, as an endogenous variable, would simply accompany 

exports. 

 

In the research arena, academic work should place some effort in reaching a better 

articulation between international trade, international finance, and saving and investment 

theory and empirics. These all are normally treated as separate fields, when in truth they 

are closely connected by the elemental fact that the trade balance is part of the current 

account balance, and the latter is by definition equal to saving minus investment. To a 

great extent, this is a consequence of the intellectual wall in macroeconomics between the 

Mundell-Fleming and the intertemporal approach to the balance of payments. No less 

pervasive is that trade and financial scholars also have each their own toolkits and 



methods. In sum, fragmented and often misleading corollaries logically ensue when 

researchers use partial equilibrium reasoning to understand general equilibrium 

phenomena.  

 

To close, the results of this paper re-ignite the debate around the causes of the high 

saving-investment correlation around the world. Is it just imperfect capital mobility? The 

exports-income-imports nexus that we document in this paper seems compelling enough 

to be given at least partial credit for the saving-investment correlation. For practitioners, 

forecasting models on trade flows should gain in accuracy by explicitly incorporating the 

interlinkage between exports and imports. 
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Annex: Country Sample 

 

 

Source: World Development Indicators, World Bank. 

Country Period Country Period Country Period Country Period

Albania 1980-2006
Dominican 

Republic
1960-2006 Lao PDR 1984-2005 Saudi Arabia 1968-2005

Algeria 1980-2005 Ecuador 1960-2006 Latvia 1990-2006 Senegal 1960-2006

Antigua and 

Barbuda
1977-2004

Egypt, Arab 

Rep.
1960-2006 Lebanon 1989-2005 Seychelles 1976-2006

Argentina 1960-2006 El Salvador 1960-2006 Lesotho 1960-2006 Sierra Leone 1964-2006

Armenia 1990-2006 Eritrea 1992-2006 Libya 1962-2002 Slovak Republic 1987-2006

Australia 1960-2004 Estonia 1992-2006 Lithuania 1990-2006 Slovenia 1990-2006

Austria 1960-2005 Ethiopia 1981-2006 Luxembourg 1960-2005 Solomon Islands 1980-2004

Bahrain 1980-2004 Finland 1960-2005 Macao, China 1982-2006 South Africa 1960-2006

Bangladesh 1960-2006 France 1960-2005
Macedonia, 

FYR
1990-2006 Spain 1960-2005

Barbados 1960-2005 Gabon 1960-2006 Madagascar 1960-2006 Sri Lanka 1960-2006

Belarus 1990-2006 Gambia, The 1966-2005 Malawi 1960-2006
St. Kitts and 

Nevis
1977-2004

Belgium 1960-2005 Georgia 1987-2006 Malaysia 1960-2006 St. Lucia 1979-2004

Belize 1980-2005 Germany 1971-2005 Mali 1967-2006
St. Vincent and 

the Grenadines
1977-2005

Benin 1960-2005 Ghana 1960-2006 Malta 1960-2005 Suriname 1960-2005

Bhutan 1980-2005 Greece 1960-2005 Mauritania 1960-2006 Swaziland 1960-2006

Bolivia 1970-2006 Grenada 1977-2004 Mauritius 1977-2006 Sweden 1960-2005

Botswana 1960-2006 Guatemala 1960-2006 Mexico 1960-2006 Switzerland 1960-2004

Brazil 1960-2006 Guinea 1980-2006 Moldova 1990-2006
Syrian Arab 

Republic
1960-2004

Bulgaria 1980-2006
Guinea-

Bissau
1970-2006 Morocco 1960-2006 Tajikistan 1988-2006

Burkina Faso 1960-2003 Guyana 1960-2005 Mozambique 1980-2006 Tanzania 1990-2006

Burundi 1960-2005 Haiti 1960-2003 Namibia 1980-2006 Thailand 1960-2006

Cambodia 1960-2005 Honduras 1960-2006 Nepal 1965-2006 Togo 1960-2005

Cameroon 1965-2006
Hong Kong, 

China
1960-2006 Netherlands 1960-2005 Tonga 1975-2004

Canada 1960-2004 Hungary 1970-2006 New Zealand 1971-2004
Trinidad and 

Tobago
1960-2004

Cape Verde 1986-2006 Iceland 1960-2005 Nicaragua 1960-2006 Tunisia 1961-2006

Central 

African 

Republic

1960-2002 India 1960-2005 Niger 1960-2005 Turkey 1968-2006

Chad 1960-2006 Indonesia 1960-2006 Nigeria 1960-2005 Uganda 1960-2006

Chile 1960-2005
Iran, Islamic 

Rep.
1965-2005 Norway 1960-2005 Ukraine 1989-2006

China 1970-2006 Ireland 1960-2004 Oman 1967-2004
United Arab 

Emirates
1973-2005

Colombia 1960-2006 Israel 1960-2005 Pakistan 1967-2006 United Kingdom 1960-2005

Comoros 1980-2006 Italy 1960-2005 Palau 1991-2006 United States 1960-2004

Congo, Dem. 

Rep.
1960-2006 Jamaica 1960-2006 Panama 1980-2006 Uruguay 1960-2006

Congo, Rep. 1960-2006 Japan 1960-2004 Paraguay 1960-2006 Uzbekistan 1990-2006

Costa Rica 1960-2005 Jordan 1976-2006 Peru 1960-2006 Vanuatu 1980-1999

Cote d'Ivoire 1960-2006 Kazakhstan 1992-2006 Philippines 1960-2006 Venezuela, RB 1960-2006

Croatia 1991-2006 Kenya 1960-2006 Poland 1990-2006 Vietnam 1986-2005

Czech 

Republic
1990-2006 Kiribati 1972-2004 Portugal 1960-2005 Yemen, Rep. 1990-2003

Denmark 1960-2005 Korea, Rep. 1960-2006 Romania 1990-2006 Zambia 1960-2006

Djibouti 1990-2005 Kuwait 1962-2005
Russian 

Federation
1989-2006 Zimbabwe 1975-2006

Dominica 1977-2005
Kyrgyz 

Republic
1990-2006 Rwanda 1960-2006


