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lnvitedpaper for presentation. to the 35th AnnuaJConfer~n~ofthe·Austtalia.n 
Agrlcultrual'ScononUC$Society,Univcrsity of New England.Arrmdale 11-1. february. 
1991. 

·~am ,sratefu1 toP~ter Warrfor.encourngiugme toWritethil~Perl and MustehSbka 
RU$bdi filrrf.'$e$'cb assi$tance.Finaf~lal $~ppt)nffOm ·theSdtool of EcQno1l1ic$ :and 
Commerce, La Trobe University 1$' p,eful'Y ;8cbtlwledScd. 



In the formulation ofexpol1poUcy.many dev':loping ·co~p1ace(WerwhelmhtS 

emphasis on the promotion of numu~ured Clp(lrtJ whUt.;nc~tin_ or ,payhts 
inadequate atltentioD.10 opportunities forcontinutd devel()pln~lJt ·.and·~Jiificatlon 

of Ilgricuitural(andoiherprimary) enpcl1't$.This ~lkf· daoice. ·bom.U)Q$tlyolftof 
the }ong .. staadingprimary-expcrtpeS$inUsm-1hcvJew {bat .etpmt pl"O$pecu for 
agricultural products are determined predomilUUltty by ·the.long.~rmpattem Qfwodd 
demand Jeaving Uttleroom for supply-tide ponClcs to :ad1ieve export$U~$$. The 
purpose of tbis paper is to examinethispessisnistie view· in ,tnolight. oftbeexport 
experience of seven traditional agricuJtural~rtinl! countries .m .Asb,4TberetUlgs 

SllSBcst that whlleexternal deman4dOC$cnter the pictureasasignifleant influence, 

export sUCCCS$.emanatesmO$t!y uomactive supply.$idc pOUCCl as agaiusttbe pQJtve 

acceptance of el(temal demand conditio •• 



ANANALtSlS OF DEMAND·AND SlJP!tYFAClQRS lNAGi.tCULTUJt\.t 
EXPORTSFROMPEVELOPING .ASIAN··CO\lNTJUES 

,Intbe design of export. policy 'iu.agricultural..eJpO.rtinB dcvelopingcountrl~ 

a key issue .is tbe relative emphasis,pvento'the @ntinued developl,I1cntofasricpltwal 

exports and the proQ1oUonof"new'j l~bour·intensiVemanufacturedexports. In many 
oountriesit has become fashionable to place tWeIWhelmtngernphUisoti the latter 
wbile neglecting or 'paying .inadequate attention to opportunitie$ forCOlltinued 

development and divel'Sification of agricultUral (and otherprirnary)exppr.s, Tbi5 
policy cboice 'bi bom mostly outoftbeJong-standing primary..expQrtpessimism-tbe 

viewtbat export prospects for agricultural prexlucts are determinedpredolllinantly by 

the IOllg-term pattern of world demand leavittg little room for supplY"'Jide ptiIiciesto 

achieve export success. 

The purpose of tbis paper is to examine this :pessimistfcview in the. light oftbe 

export experience of seven traditional agricuIturaI.exporting cOl.UlmesinAsta­

Malaysia, Thailand, the Philippines, Indonesi8,India,Pakistan, and.Srilanka .. overt!le 

period 1960-86. The hypothesis which figures prominently in the analysis ig·tbat, 

whlleeA~~mal demand constraints do impede eltpOrt performaucein certain prpduct 

areas, super!or export,Performance comes mostly from ac-live supply-sidepolicie$"Our 

country sampJeprovides an ideal subject for testing this hypothesi&. These countries 

are broadly similar as regard the relatively favourable endowment of natural resources 

and the important Tole that bas been played by agricu1tural-e,,:ports in their historical 

economic transtormation. Yet, over the years, there have been marked differences 

among them in terms of export performance as well as overall economic growth, 

presumably reflecting the impact of divergentecot~omi\~ policies.. 

In a recent paper on trade and development experience in Asian countries, 

Findlay (1984: 40) bas taken a critical look at the manufacturing bias in the export-
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oriented$trategy of resource rich countnesand argued in favour of "balanced export­

oriented growth" with exports as the leading sector, paying attention to labour .. 

intensive manufactures but not neglecting agricultural and otberprlmary elpOrts~ 

Findla.y's argument is based entirely on cpnsiderations of the nature ofrc$ource 

endowment in these countries as compared with that ... £ tbefour Asian newly 

industrialising countries (NIC$).fle has stoppedsllort of addtessing the primary­

export pessimism that lUlderliesthe presentpoUcybias towards manufactured ~rts. 
It is expected that tbeanalysis of the prcsentpaper wouldprQVidcQ.n empirical basis 

for exantining 'the appropriateness of Findlay'sbalatlced export 'growth strategy. 

The paper is arranged as fQUows~Section 2 profiles the evolution of~rt 

poUcyand other related economy ... widepolieiesoftbe$8lllple aluntries. 'Ibis'i1>done 

with a view to identifying the key policy slUftsovertime infudividuaJ countries and 
similarities and differences in poUey across countries. In Seetion~t the ,growth and 

pattern of agricultural exports &reexamined within the context of the choice of 

tmderegime and developments in external 'markctCOllditioriS. The analy$i$ at this 
stage provides a subjective assessment of the relative importance of extemalmarket 

conditioll$ and intemalfactors in deterurlnillg ~rt perfoJnJ8Dcc.This 1$ 

supplemented in Section 4 by a formal econometricanaly!isoftbe relative importance 

of these factors. A CQnc!udingsection summarises the results and draws out poUcy 

impUcations. Tbecommodity classification system employed inthestudytthe data 

sources and the method of data oompilation are descn1led in the Appendbc. 

.loUcy Coat$ 

The economies of the seven Asian countries understudy, as they evolved durin, 

the colonial era, we.rcbigbly speciall$edin the :production of primary commoditic$, 

wbicbtbeycX}lOrted in ex~bange for manufactured goods from d~ 'veloped countries!. 

DUring tbeearly post .. waryears, ,the 'new political leadership of these :,countriessbared 

1 Thailand did 'not experience colonial rule, but her economy was greatly influeneedby 
the pattern Of c()}onialtrade in the ,region. 
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a catml)OD in~rest in' restruetunns \their~conoDlie.withlll~aitnofbr"aJdpg 'away 
i'l'omtbis«llonim economic pattern. The ,$uateQ' ~llUl,\()ru" ~ch~nwa$ 

,jndustrialisatiJnbased on deUberateimpart substituu.on.TlUspQlicychQ{ceessQutlall)' 
created an incentive bias ~gainstelPOrtprodllction. 'TllJ$ !anu~rtbi.albN.().1: 

balancc,connnuedto bean lmportantcba.ra.cteristicpfthemc:entive auucturc$ rJf 
tbeQecounmcs (Findlay, 1984:37)~ However~\QVer th~ yeats, lbe~untri.:., have' 
tended to differ in thecomprehensiveneJs $Jl4 intell$itybfunpart $ubstitutiotl; :policie$ 

a,dopted, the emplulsi$pJaced on tbeproDlotion .oftrJlditionaJexport$ industries, !~nl4t 
tbetefore,tbe degree ofpoUcy biu ag£sinste"POrtproduetiQn. 

Policy regimes of Thailand and Malaysia bavecleatIybeen much mQ:re 
favourable to 6lCpOrt producers throughout, compared to tbatofthe :otller ,sample 
countries (Akrasan(!e 1981; lim 1981; Myint 1967,6l1.d 1984). Bvenintbe~lyyelU'$ 

of heavyemp1.l8$is on import substitution, the governments ofthClCcountrie$ppte<l 

for only a mild form of import substitut!on,and there were no attenlpta,totnove 

b'f'Yond the promotion of ,tight manufacturing b1clQ$trie$. Domesticinf.illStries '~te 

usually protected through moderate tariffs ratbettban quantitative restrictions (QRs) 

and excbange controls. These features oftbelraderegime, coupled With prudent 
macroeconomic management was .in$tnln1entai in avoidingslgnificant.~ha.ngeJ'ate 

misalignment with deleterious effectsontrndeable productJon. Moreover, tbe choice 

of tariff rather than QRs as thCnleans ofprotecdonmeantthatthedomestieincentive 

structure was not significantly in$uJatedfrom changes in world marketprice$~ 

After an initial policy choice in favour pf industrialisatiolltboth CQuntries 

seemed tobave :rensedearly that, given the basic 'conditions ,of their economies, the 
key to economic growth and development was to be found in ~andinstheirexpor..s; 
both old and new. Thus, Malaysia took initiative inthemodemisanon of its l'Ubber 

industry thr,Pl.1gh a massive government",funded scheme for r.eplanting with high­

yielding varieties, and a}so encouraged exportproducersthfougbeeonolll~cincentives 

and infrastructure development to switch into new lines of agricul tural exports $ucb 

as paJm oll~Given the crucial role played by foreign-ownedcompaniesin the 

proouction and marketing of plantation crops. the Malaysian government took care 
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to pursue a favourable and unambiguou$policystance towardditectfQreign 

invf;stmentZ• 

EconomicpoUciesin Tbailandsince tbe late 19'0$ paved the WfJ:y fortbe 
development of a .dynalnicpeasa1lt export economy. These policies ·~fC·· ainled lit 

not only the~ansiQnQf rice (tbemAinexpol1 crop) producdg~bU1 .el$Q 

diversification, in line with changing wod4l1UU'ket COllQJ,t,01l$,mt()ocw~nCrop$t 

sucb asrnaize, $ugar ·audtapiyoka, The Th~lgQve~emt, mter .4. f~ .yeatJ. Of 
experimentation with ncetnoDopoly,bPetalisedricetradC' ~ndp:rmitt~4IUld 

encouraged a network Of private middlern~ntQba.'ldle the ·m~ketinS:$lt.QPt{)~s$inS 

of rice and the other peasant products. ThrQ~sh tbjs :policy •. Thailand :~ be¢n Jlb~ 

to a.voidthe deleterious effects on ~rtgrowth of the state lllaTketinS-boatd ·S)-,tem 
found mother peasant export economies inA.frica$1d -A$ta~c~ 1989)" 

Both 111ai andMalfl~ian 8°vernmen~ havccgntinue4t()reb'Qn. ·ta1~tionQf 

major agriculturalexpPrts to finance publice~nditm'e Qllt$idc· lnese$ef,1Qtt 

However, the degree of disincentiv~ effects pf taxlltion tm40ther govetmnent 

intervention seems toberclatively lower ascompan~d with t'hatmthe r'tbets~ple 

countries (Table 1). Moreover, in both countries, the a\1tbprifif~$ :havepursuedf:Ul 
active policy of lowering export rates in tiIne$cf adverse pricclIlPVcmentsin the­
world market with a view to preserving exporters' prQfitnuu:gfn. Since abQuttbeeraJy 
1970s~ both countries bnve begun topl~ce a greater polley emphasis ontbeptDlllQtion 

of lllanufac(uredexpprts, Thi$ hasret1ec~dinacle.ar manufacturins bi8$'m ·~rt 

incentives (Arlffand S~mudratn , 19>"'0; Chwmnuntatbumet;a)., 1990)~HQWe~ert given 

tbe ov~rall economic en\lkOntllent whicbis ingeneraJ.~ndu¢ive for cxpPrt ,aetivitic$ 
and the natwe of resource endowment, there ,is no conceivableadvelJe effects :o£.tbi$ 
policy .~hift on agricultural expc.>rt producers. 

2 Trans!etinga pro~eS$ivelyIarge share of tbese CQlllpaniestCl ,the nationals ·WQSa 
declat.'edponcy~ But the 80vermnent t:dwa)'$maqeit~leatthattbe~ef ofowner$hip 
would be~()\ighfonnal 'sbale·U'adingrathertban ,tbrouglt arbitrary ~xpl'opriation .. 



Country 

Malyasia 

Pakistan 

Philippines 

Sri Lanka 

Thailand 

fABLEt 

bmECI', lNDnmcr, AND TOTAL NOMINAL PROTECJlON 
RATES FOR EXPORTED PRODUcrs 

1975 .. 19 
Ptoduct 

~irect Indirect Total Direct 

Rubber .. 25 4 .. 29 .. 18 

' Cotton -12 -48 -60 -1 

Copra -11 .. 27 ... 38 ~26 

" Rubber ·29 ·35 .()4 ... 31 

lUre ..;29- .15 -43 -15 

,* 

1980 .. 84 

'Indirect TOtal 

·10 -28 

.. 35 42 

.... 28 -54 

~31 -62 

... 19 .... 34 

Note: The direct nominal protection rate is defined as thediffetence betWeen ihetPta] 'Mdthe indirect j1ominSlprotecnott 
rates,ot'equivalently,·as the 'mtioof(l) the mfference between 'therelativeproducecllriceand ther¢lativeoordcr price, 
tllJd(2} thereJative a6jU$ted. borderprlce measUfedattheequllibriUlll excbrulge rate-and in the .t!bsenceof ;aJl,ttade 
'policies. 

Source: Krueger, ScltiftandVald6s (1988) .. 
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India provides an example uf a CQuntrywnosepolicy reghncduring tb~ 
postwar period ll~ consistently beencbaracterised ~y a significaDtanti-.eJijlOJ:t :bias 

(World Bank, 1987:82 .. 83). Since the early 19SOs~ theov~rridinS ~of developznQnt 

poUcybas been aCfoss .. the .. ooatd import substitution intbe context of a forefgntrade 

regime which reUes .extensively on QRs (Bhagwati and Srinivasan, 1975;WQ1f, 1982; 

Riedel et.al. 1984). As a reaction to the foreisnexcbange COl~Straint on economic 
growth, export prolllotion was recogniseo ~ n :policy goa.! mtbeJate 196Q$, but exports 

in general and agricultural exports in panicwBr continued to be ·cpnsttame4 
fundamentally by "th~ inwe:rd .. loo}dng framework. in wllich exponsaretreatcu 
essentially 8$ an afterthoqghtll (Wolf, 1982: 12). Also, the e"!'onincenti'fJe$Stante(1 
are conccnttatedan a few manufacttUing sectors, and JJ1Q$t llgriculturaltmportrs QrO 

not eligible for these incenuves.By conttast,lllQstofthe latter ~J1$ afe$\lbjf~eted 
to export duties at vmying mtes, On tbeb.asl$ ofa.next~l1$ive (i_Iso! ·mdIA'3 
export taxation in the 197~ Wolf (1982:p.108) .Qb$el'Ve$ that. "mconjllJ1diQnwJthtl1e 
effect of the trade regime on the excMIlgera.te,tlte t(U(ation p.feJ({>Ptts wa$e~ces~ive 

from the point of view pf tbe optimal tnoDopolytat'.The.rebave been ~OPle trad~ 

policy reforms since 1973, including progressive loosening Qf import COllf~()~Md 
increase in incentives tomanuf$ctwed ~I1S, but in the absen~ of:signfficlUlt 'policy 
initiatives to redress exchapge rate overvaluatiQu ~and torefonn ~rt'W:~ti()n. '{be 

policy bias agaiU$t agricultQral and oth,er primary ~om h~$remained virttmUy 
unchanged (JosJU and Little, 1988), 

The remaining four countries nave undergone $jsnWcantpplicyshift$,botb, 
towards more outward orientation .8$ weD 8$ Jnthe 0pPQsite direc:tfon,4WiQgtlte 

period under study. For instance, thepollcy regime ofPaldstanwas strikingly.$Imllar 
to that of India until abo\lttb~ la.te 1960$ (&J~ll), 1981; Adams and lqbal, 19a3)~ 

Stringent QRlQllimpOrts prod\lced abiBbly overvalued rupeetbat dl$cQ1U'3S~d 

exports~ Mort:over, the conunitmenttQ a filed excbausel'ate (u.."ltill972) cOllpled 

Wltb relatively bisher domestic imlation as asainstworI4'l inflauon distprteq~$om-ce 
anocation against traaeable prOQllction (1$~1981. ,Ch~ 6). Bepmins itt tbclaie 

1960s, th~re Imsbeen:$IOw but steady progfess intrafle Uberali$atlpn wbichmayhave 

reduc~4 tlu~ incentive biQa;pinst ~J1 pr04uc~r$ a,sag~t iJnpon"C()lnpetins 
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producers (Guisinger and ScqUy, '1990). Since the earty 1970s, eJchange tate 
adjustment bas become an active policy tool, and this bas reflected. in a$ignificant 

improvement in tbe real exchange rate for exports. Giventbe contintJed prC$euce 

of significant expo" t8):es (Table 1), the policy regime has, hoWever. continued to 

favour exports of manufacmredgoods over primary~prts (Guisinger and Scully, 

1990:p. 257). Despite various initiativea to lib¢rali$e forci,sn trade. lIloQopplistic ,tate 

contrQI of e'ij>on tra4e, a practice which ha$ isolated l~ pJ.'QQucctsilf tbese crQP$ 

from world pricecharlses, bas continued to be an important element pf tbetr~cle 
regime (Bautista, 1990, PI 119). 

In Sri Lanka, most of the post independen~ decade (1948~58) turned, out to 

be a liberal trade repe witll just a. few low ·ta:x~s on jplpons ~4 e1;partJ 
(Cuthbenson and AthulroraJa, 1990). Inibe early 1960s,1h~ economy JWiftly moveg 
into a biShly re~trictive trade reennein re~ppnse toan~uraVli~S bJllance pf 

payments sitllation. At the same time taxesontbe fhfeenl~jor ~rt~rpp$ wt:.re 
continuously jncreaseclang a number of mUlpragricultwaJexports were bIQuabtmlder 

taxation in order to finance large sPCial expenditurc$ of the sovenunent (Table ,1), 

From tbe late 19505, foteign-owned enterprises wbichCQntmUed,abollt 60 p~r~nt Qf 
the tea, 30 percent of robber a.nd about 10 percent pf coconut plantaUoIJ$operated 

under a state of uncertainty as tbe nationalisationoiplantatioll$becamc an accepted 
policy of one of tbe two major political parties,Tb.e plautadonswere tmaIly 

nationaUsedan4 placed under the management Qf sta.tecQrpQration$ in the first .b~ 

of the 19708. Even though replanting $ub$idy $cnemesfQr thetbree eJpott CfOP$ were 

initiated in tbe 1950s, their aclUevemenUi nave ,continued to be h.lcld~tre Siventhe 

un~rtainty created by the nationali$ation poJiCYQlld unattractiveproducerprlces for 

the export crops resulted from overvtdue,a exchanss ,rate amlbeavy e~rt~UQQ 

(Athukorala 1984: 45·47). &port promQtiontlu'ough selective in~ntives became an 
element pf tbe policy agenda in the late 196Qs,Y~tt tetlecting the clJJllumtive· im.pact 
of importcontrol$t ovetvalued excbangerateand, high e7CpQrt~~tthetradepQllcy 

mix was, on balance, anti-cxport tbroughoutt in 1971, tbe Sri tJulkan gQVermnent 

introduced a $weepin$ set of ltberalisation llle~urestincIQdmgtbe ~pJacement of 

most Ql?~ willi tariffs, removal of dom~tic price ~ntrolsJ AtioptiQn ofa floatblg 
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'exchMg~, fate .regim~a$(lins~an mitial$ub$tBntip}Jy ,4ewlpe4f~te~, f{Qwcvet,fue 
pl'olllWJlg.stan WlemQwstbe bj~~$. in tbeincentivt.' s1;Netlll'e tQQu:iU$t mpmenmm 
becauseofpopt macroeconQmic 1.Uaml$eQlf.mt and dc;tctiQJllt1nS eJtemal ~Qngitipns, 

Instead of ftu1bertpuncl$ Qf 3Cf,os$-tlle ~bQafdtadff re~uctjQn$ andtbe mamtcn,ance 
of a realistic excbange rate, thC8()vemme.ntresorte4 toad hoc cbaugc$tolmpprt 
duties and selective exportmcentives. Bsrim~t~s Qftrade bia$(Cptbbert$(ln~EIDd 

Atbukorala, 199(), Table S.S) suggest that ~he trade reginl~ £pntmuedt(} fa'lour ,import 

substitution over export prP<!\lction after 1977; witba $ignificantbiasaB~t bath 

major and minor agriCQltural exports compared to manufactured e~m ~lld inlpPrt~ 
competing production. Despite iuitilll promises tQ redQ~ the role, ot tIle gQve1lll1l~nt 

in the economy aud to promote private sectQr~ctMty,thepl~tDtipnsectorht\$ 

continued to suffer under highly inefficient publlc'I'sectQr management. 

Unlike the pther s~ countries, Indonesia inherited. from the colpn,ial efAa 

lUghly restrictive trade regime. PQst~lonia) years up to tbell1id 1960s saw the 

country moving towards further staJecontrol of U'a4e~ prices; ,an4 production (Pitt, 

1990). Private foreign investment wlUcb bad play~d a key tole iAtlle ~ausion of 

export production and ~ort trade was severely discoumsed batl)· by a ,$~riC$9f 

nationalisaUQnmeasures agNnst ~xisting enterprises anu by restrictions on new 
investment (Myint, 1984: 43). AJter nationalisatioPJ 1hep~lltations.aQcj. otbere~ort 

industries suffered under highly inefficient state management. Inlhe pre$encepf 

stringent import controls and detailed bUl'~al.lcrauc controls ontbe dpn:u~$tic economy, 
there was little room for private seclorinitiative. . Under Soelwto'$ ltnew ol'CI~rt 
polley reforms initiated in 1961, po1icit~.$ towards for~isnillve$ttnent w~r~ .gret4ly 
liberaUsed. However. tbe old restrictionist stance persf$tcd in the -policies tow.ards 
international trade and domestic econQwy. The $tructure pf ~ffectiveprQtecti()n 
continued to favour import.compt;:ting md\1$trie$again$t e1qlQrt prQ(lgcers~ Thi$ 

incentive bias was intensified widl the onset of tbe oil eJportbootU in the mid·197~ 

which inflicted "Putch disea$e" upon the Indon~s.ianecon('ullY (WlUTJ 1986)~ Th~ 

ma$$iv~ upprecmtionin the real exchange rate res:uItingfrom increased oil f~VCnQe$ 
continued to the 1980s despite the 197.8 cWl'ency devaluation, HQwevertQuring tbe 

first luUfQf the 1980s, lndonesiana\ltnorities succee4e4in cQunteringrealexcbBJlge 
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tAte appJ'eciation thrpusQ. ~QntTac«Qnaty fj$c.~Mt.lmon.e,tatypplieie$.M4 l*ajanWcant 
excbMg~ ratt: devaluatjonin 1983 (SiamwaUa .andSetbQ.Qns~1 1988)~ 

Writing in th~ mi4~19f(l$t Myint (1967) clQ$sjfie4 tlt~ l'~ppm~$tQs~Ul~f will\ 
Malaysia anC;!Thaihmof,lS outward-oriente" countrie.$in S()ptb .. EtlS~ Asia. H()wev~r, 
in the latter part of the 1960$, tbe counuybegan to lJl(,we tQWPId$ -~ :re$tticDve trgd~ 
regime becall~ of the wi(leninBba1an~ ofpayment$ detlcit Shcpher4ana AlPQJP, 
1990)~ The anti-export bias generated -bytbis move ml$ fm1beraBSl'esat~a by the 

introduction of duties on traditionaJc'Ports, S~lectiye incentives to nontradJtiPJlm 
e:tports (botb agricultural products and manufacture4soodS) 'were introduced 

between 1967 to 1973, but tbe SUh$idy element involved in tllese mcentives-wft$ raUler 
insignificant as compared with the deSfee ofanti~expQI1 bias in the QverllU "aue polley 
regime (Sbepberd and Alburo, 199(); 161). PeIVa$ive gQvernnlent ~ntrol$ ov~r 

marketing of exportable products, h~avy quota protection given to inlportcompetin:g 
industries, and overvalued peso continued to discrlmin~te aBaill$~~Ol1 prQQucnpu 

(Bautist8t 1990; Clarate and Roumasset, 1987). A major programme oftariffrefortn 
and trade Uberalisation was desiBQed in 1980, but tbi$ was completely derall~a in 198:1 

when fun control of foreign exchange was reinnuduced. up~ra!i~Q.tic.ma.ttempJs wer.e­
resumed in 1985 and a significant amQunt of QRswer~ removed between 19.86 mld 
1988. The impact of these reforms on the incentive struCQlre pf the ~onQPlY ha$ not 

yet been assessed. 

In ~ section we briefly survey tile ~po11 expenenceof sampleCQuntne$ 
during 196().r86 in order to identify whetherdiffer~Jlces in poUcyresimesareretlected 
in intercountlY differences in export perforrnance~DafaC)n growtb of agricmtural 

exportsanf.$ tl1eir ~bare in total conunodity ~Oft$ ate $umm~e4inTable 2, 

GrQwthrates are reported for th~ total sample period (196~86) as well ~fQr thesqb 
periocl$ 1960-72 and 1973 .. 86, in order to sh~d light on possible efiecJs Qf the slmvinS 

down Qf w.QrldecQuomic grov.;,tth since 1973 on e~l'on peUotnulnce. Fot IUQQPe:iia, 

MalaysJa, and The Philippines data are reportedfortoUllagricultura} e,.'P0rts .~weU 
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~asricultural ~n~ excludlng fO.TesnyprPdpct3 (tUJNer). We focus Qnly on.tb~ 
latter figqres, ,~, Ute Jmportance ,QftimbefeJports in the eJpPrt strJJCmre Qf Q-cPlmtry 
depeuQ$mostly Qntb~Aw:UlabrutyandStadl1al4epleijQnQf :joJ'e,fq rc:.SQU~CQ~ J'!lth~r 

tlum on domestic econollUc puU~, 

The picture ofcomptu"JJtive e'ijlo.nperf()rolMcetb~tem~r8es ,frQmth~ TabJC;' 
generally supports tbe view that the nstm'e of domesticPQlicyori~ntatiQll $$, :UnpPI.llmt 

• • • 1 

ine"J)laining intercountry differ~nce~ of e~rt .penol11lan~. Tb~<d ,andMtd~f$mJ 

tbe t;Wo $amplecounlries wblch lUJ.ve, Qobal[UJ.ce, mam~ain~ ,a .. eJativ~\" f.avQ~raple 

policy regimes for export production tbrpuSbQut the 'aample perioa,bave r,ecordea 
both hi8her and steadier real e1Cpol1 grQWfb.lut~rmsQfconstMt (1980)pn~$;Thm 

agricultural exports increased alutP$t by fivefold$ (from $1176 U)Jl, fP$S750nm.) 
between 1960-62 and 1984-86, Expom from Mal~ysia $bQwed ~ tbr~e fplabt(:r~~e 

between these two periods starting fronl a rela.tivelyhigher b8Sl! fisure (frgm$ 1643 
to 4853). At tbe otber ememe, Sri Lanka pfovide$ a clettr e~mpleofexpOl1 

st!1~nation propelled by a persistent 6pti ... eJqlort bia$ intbe incentive$trucmre, ana 

direct state intervention in e11pOrt production and marketing. It is the oldy CQUntlYm 

Jle S8l:ilple whose real exports remmned virtually stagnant durm.g tbep~ripd undet 
study. The export experience of the otnercountries has beenJ11bced, witbsigpifica..~t 

changes in annual averasegrowtb between tbe two sub periods It i$ interesting to 

note that, despite slower world income growth, export growth rates of all countrie$ 

except Sri Lanka are higher for the 1973·86 period as cQmp~t!d with those for 1970· 

72. This pattern is consistent with the greater outward orientation in trade policies 

of these countries since the early seventies. 

In 3ll countries> agricultural share in total non-oll commodity e~orts has 

declined over the years. The usual explanation of thb pattern is the growing 

importance of labour-intensive manufactured eApcrts3 • However, a close look at data 

3 For a recent comprehensive analysis of Asian export performance see James et.al. 
1989, Chilpters 4 and 5. 



TABLEi 
AGRICULTURE EXPOUr PERFORMANCE OF SAMPLECOUNTRlEst', 1960-86 

"... 

bport Value US$ InnS Annual Q.,"'Inpound gtowth (%)h Agricutturtllsbare in total 
(at 1980 price) (at 1980 price) merchandise exports (%)c 

=---.~. 

1960-62 197~72 1984-86 1960-72 ·13 .. 86 t9fi9.;86 196CJ..6Z 191()"92 1984-6 

bmla 1465 1731 3285 1.13· S.SO J 3.04 47.1 35.5 32.S 

Indonesia 1227 1600 3481 2.09 5.14 I 4 .. 18 83.1 63.3 46.3 
(1221) (2106) (3903) (5.02) J (2.!}3) (6 .. 16) (83.7) (84.9) (50.8) 

Malaysia 1643 2609 4853 4SO I 5.55 5.10 I 53.3 . 49.1 38;,7 
(1975) (3625) (7202) (650) (5.92) (59.0) I ....... i!t, 

(57.~) 
(<i02) I {O',,_~ 

PakiStan 354 60S 1319 3.&6 4.47 4.24 60.6 56.3 36.0 

Philippines . 1051 1313 175b 0.91 1 .. 14* 2.80 7~1 50.4 I 29.7 

SriLanb 

1'1uUJand 

~otes} 

(a) 

(b) 

(e) 

Source: 

(153.1) (2110) (1962.) (265) (0.15) (1.00) (84.3) (71,0) (328) 

737 805 714 0.77* -0.26* ";();'sS* 98.4 94.8 55.6 

U76 1926 S7S0 4.38 835 7.14 86.S 11.6- 55 .. 54-

Fot lndonesia,MaIaysia and tbe Phllippin~ noa-bracketedandbraeketed figures relarefoagricultural exports excludfug 
timber {SlTC ;241 + 248) and including tb:rlbet l'cspectIveiy.. .. .. . . . 
Estin:lated by fitting a least .. squarea trend lin~ to logarithmil! export serit$" All ~ffidents except 1htl$ldenoted by· 
are stati$tiailly sigoificafitat least at S. percent level .. 
For indonesia and Mala~ia 1hesbate has been estimt!ted tL~g non-oil export$. 

see Appendbc 



lZ 
sugcststhat relativelypoorperfonnancein agdCWt\liJilexpolU 'tt!ar'aJsobas been 
acontributoryfatfor. ForinStanC¢, it is 'Illostly 'tbetQllntrlez;witb :remtiveb' pQQt 

agricultural tmpOrtgt'owtn.suchQ India. ThePhmppinC$ amd :,Sd ,Lanka that ,havo 

indicatedthesbaqJesterosion in the tigOcultural shan;. :InMnla)1mandThanand,tbe 
sharc.has declined at aslowerrat~4~'lbce.perlence()fthe$e 'tWocountriesinfac;t 
suggest thattbeemphasis on manufactured exportexpansiQn is not inCOll$i$tent'with 

further exploitation of agricultural expQl1po_cntia}. 

Under given world market conditiotl$for itsttaditional"exports, ian Jndividuat 
countty can achieve higher export srowthascomparedwith ·the-other CO'JllU1el by. 

improving upon its marketsbare ,in lbese etpOrts rcompetitivene.sfaClottinKrevlst
, 

(1970) terminology ) and/or 'by diversifying its commO<lftymix.intonew product,Unet 

("diversification faetor»).Asimple way of identifying tberelativeimponance of 
domesticsuppJy-relatedfactors.a$ again$textemalderoandfactotsiu ~rt~$iOn 

is therefore to exuminethe $SSociauon 'betweenreJative export growth ontbe·nne 
hand and, changes in marketsbaresof traditionalexpom and the cbaPse$ in 
commodity cotnpo$itionon the otber.If suppJy conditions rathertllan extemal 
demand are the major determinant of export.~ th",nwe shoUldfi$l that; 

successful enporters increased shares in world markettraditionaJ exportsand!or 
diversified the commodity composition of their expo~ 

Table 3 $et$ out data on ~rtrnarketshares of principal (traditional)' 

agricultural commodities exported by tbe$8.~pleco\lntties.F()reacbco;t.UltJytal1 

commodities wJdch accounted for at least one :perceut oftotalap1tund~ttI 

-
4 It$houJd be ,mentionedthat~rt sburescstimated using gross export dtltatendto 
sbowane:msgcratedpictule as to tbe dbniniS.hingfole of agricultural .~tts.Thhis 
because much of the manufactured exporlsfrOlil tbese a)untries consist Of$$SClIlbly-type 
products with 1bevalue added by domestic faC#orsbeing'muchsmallerperunit-nf ,elpOrt 
than in agricultural (and otberprimary) products. Athukomla and ,Bandara (1989) have 
:nlustratedthispoint drawing uponlhe Sri iLankaneJperience. 

5 Henceforth the two terms ·princirmlexportsttantl"traditiona;t~rtstt are used 
interchangeably. 
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T4BtE3 

EXPORt ;~<SIL\REOr<)tAlQltA()aICVL'tV:Mt 
EIPOl\T$ ()r.~.co~;·~ .~. 

~I r. 

'l~ 197().;'n .... 
.f1d4 

Tea (014) $9.7 31» 
·Cotton (263) 1$ Dtl 
~,(Wl) .0.$, 1.0 
Sugat(061) O;l 0.1: 
To1JaCcQ (l~l) 3.4 4~7 

JndopiI 
Rubltet(232) 159 l6.Q 
TQ(tr/4) 3.1 4.t 
ColftC (07.1) 0.7 10 
Fixed Veget'ableOil (424) S~1 63 

Palm Oil ,(4222) 18,4 1al 

~ 
Ru~r(23Z) 34.1 .36.a 
Fated Vegetl!bIc Oll (424) 8.0 1~ 

Palm on (4222) 17.~ 65.1 

~ 
Rice (042) 2S S~ 
Cotton (263) 1.9 2.6 

£hiliQl2ine§ 
Sugar (061) 1.8 6.6 
TQba~(nl) 0.9 0.8 
FJXCd Vegetable on (424) 8.8 14$ 

Coconut Oil (4243) 6Z-t 55.8 

§ri Unn 
Tea (074) 35.6 30.6 
Rubber (232) 4.2 4~ 
Fixed Vegcntble on (424) 5.8 3~l 
Coconut on (4243) 3.2 23 
spices (01S) 1.6 2.8 

~ 
Rice (042) 20.4 16.9 
Rubber (232) 5.6 7:2 
MaIze (044) 3.5 53 
Sugar (061) 03 I.e 
Tobacco (121) 0.1 1.0 

Note: SITe cIa5sificstion numbers are given in bract.ets 

'1984-6.· 

29A 
I" ~ 

:2.0 
,OJ 
$~ 

19.6 
8.6 
5$ 
3t4 
7,,6 

3$.$ 
47~ 
~() 

11A 
6.1 

~() 
OS 

l23 
54.1 

25,2 
~6 
0.1 
2.1 
2.1 

33,2 
13.4 
. 4.4 

2,8 
1.7 
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during 1960-62 are defined as principal commodities. A comparison of data in tables 

2 and 3generaUy supports the view that superior export 'performance is associated 

with market share gains in principal exports. For insnmce Thailand bas significantly 

improved upon her world export sbares in aU five commodities listed in the table, 

Malaysia shows rather impressive performance in palm oileJports with anmcreasein 
her world market sbarefrom 18 percent in 1960-62 1P72 percent in 1984-86. I\s 
MacBean (1989: 123~S) has noted, Malaysia's success ofpromCJtinspakn ,oU exports 

~urinB 'this period was further aided by inappropria~agriet.dturalaudeconQmy·wide 

policlt:iOf traditional palm oil exporting countries in Africa. De$pite "i'esource puntt 
eff,~cts emanatingn-om rapid structuralehflnses in the~conomy (Barlow ,and 

Jayasuriya, 1987), Malaysia has managed to maintain her sharem world l}atlltalrub~r 

exports. Pakistan's above-average export growth is also associated with inctea$e in 

market shares of the two principal exports, rice pndCQtton.Ma1lcet$baJegains inJea, 

rubber and. coffee expum laid behind Indonesia's relatively favourable ,~rt 

performance during latter part of the$ample period. BY·COlltIllSt, India,Sd lanka 
and the Pbilippineshave recorded significant market ,hru-e losses in their principal 

exports throughout the period. 

As regards achievements in the area of product diversification tOO., Tbailand 

stands out to be the .super performer (Table 4), The shares, of rlce,rnaite,$\lgnt, 
rubber, and tobacco in thai agrlcultul'al ~rts have declinedtlu"ougbout, reflecting 

the growing importance ofmewe~ort items. The most notewprtby developDlentin 

the recent export experience of this counny is :the growing importance ofpl'Ot:e$Ses 
food items such as fish productG. canned andftesh fruit and v~getables ,(' gl1ow'" as 

Hother food tlin Table 4), Their share in total~gricu1tural ''*POrts incr~edfrom fonn 
9 percent in the early 19605 to about S~ percent in 1984-86. These are usuBUybish 
value commodities witbbigber income elasticity of demand (lslaJll, 19B8).The 

emerging expOit pattern therefore suggests that, througbsuccessfuldiversifieation, 

Thalland woutdhave achieved tenns oft.~degaUu; wbile reducing the $cwerity of 

e~emal demand constraint on export growth. Unlike Thailand, Malaysia bas 

continued to depend on asmaU number of export items. Nonetheless, the :exp<li.1 

$tructureof this COUrttryhas undergone a remarkable tralUfonnation from the .heavy 



·1IIUl 
f'ood(O) 

Tea (014) 
,Coff~ (~11) 
S"'~(O<il) 
O~ 
~p and To{la«o (1) 
~tUral.aaw .~~Z1.;28) 

.Cotton(~) 
Olb;er 

I~ 
Food «) 

Tea (074) 
eonee(071) 
.~ 
OUler 

~@panc;tT~ 
A8riCUlt\1ra1 ltawMaleriaJ{2-27 .. 28) 

R~bbet (232) 
Wood(Z47 ... 2(8) 
O~ 

on andF.I1t (4) 
Palm OU(4243} 
Otbet' 

~ 
, Foo4(O) 

('.,QCQf.. (072) 
OIDer 

Bever.Ilp and ~ {l} 
APulturaJ l\aWrlaWrial(2-27 .. 28) 

Rubber (232) 
Woo4 (241 + 248) 
OUler 

Oil4Dd Fa, (4) 
Palm Oil (4243) 

l!UiSa 
F09d(O) 

lU:c(042) 
O~bet 

Bcvenlgcs and 'fQl)accQ (1) 
.ApicuJtlU'8llbw Material(z,,27·28) 

COtton (263) 
Wool (268) 
Other 

15 
'rAJUtA 

'19«).62 

100 
'lOflo 
4\$ 
206 
:$.9 

2to8 
$.4 
~J 
$.2 

193 

100 
15.8 
U 
4.2 
.~.l 

3.4 
4.2 

14.0 
.55.0 

8.$ 
l(Ul 
6.0 
4,6 
1.4 

100 
7.6 .. 
7,6 
J~t 

87.4 
75:1. 
9.6 
2.6 
.3.9 
3.8 

100 
22.8 . 
Itl.4 
4,4 

1.2 
15~9 
49.1 
3.2 

23.6 

191o-n 1~ 

100 ;~OO 
116 ,~~ 

26$ l6,l 
4~1. EJ.4i 
4~ ~4 

a~M) . ,4$,7 
7.1' '8,? 

1$;1 lS$ 
'3.4 4.~ 
lS~ 'U~ 

100 100· 
'26~ 48~ 
;10.1 "z~Q 
~A 4$ 
S~ :5.1 
8.8 ~8Jl 

I 

~4 1~7 
6~ 41.0 
;M.f.i. .~Jl, 

4,f$ 10~ 
t4A 4.6 
7Ji SA 
6.5 3~ 
1.1 -I.e 

lOO :lOO 
tt~1 9.&, 
03 2. • 

11.4 1.4 
1.2 0.3 

1S,B S~4 
473 $l,B 
tl.:l 31.6 
0.6 2.0 
l~l 31.5 
U.s 29!J 

100 100 
36.3. 1 .57.6 
l3.5 3Z,O 
12.8 25.6 
1.9 1,4 

61.8 41.0 
41.8 3S.1 
2.1 1.9 

11.3 4.0 



rtuUpgina 
Pood(O) 

FnUt, ·Fresrl ami· Dried (057) 
FI1.1U.Pre#rved (058) 
Sugar (061) 
~ 

.~ragea·Mrt·~ (1) 
A&rlcultural·R!tw·~{z..27 .. 28) 

·Cqp(223) 
~ut 1'11ler (US) 
WQQd (247+~) 
Q~ 

OUAQd~(4) 
Qx(mut OU (4243) 

Srl~ 
FCJOr;1 
~(074) 
Fruit (OS7) (~~tcd ~ut) 
S~(015) 
()tJler 

AgriCultural Raw Ma~rial ('Z-Z'! .Zi) 
R~bbeJ' (232) 
CoeQau~ Flber (265) 

Oil ancJ .Fat (4) 

16 

Notc:Srrc ~ numberi8fC giVen .in.brp~ts 

Source: See M&P9k1 

100 
35.1 
~7 
~l 
~l 

a.:l 
~O 

56.5 
,1~ 
3.7 

19.6 
11.0 
6.4 
,~t 

100 
70~ 
65;3 
SA 
1.1 
0.. 
~.O 
11.6 
lt9 
5.$ 

100 
51.6 
3$~ 
.~~. 
t.4 
9.0 
03 

47.1 
~.5 
'l/3t 

too 
3?.8 
4a 
'~3 
2S~t 
7:J. 
~ 

4$;$ 
1.3,4 
19 

a4 
l~~ 

:lU 
,~ 

too 
1Q.5 
61.9 
5.0 
'~ 
1~1 

~ 
lU 
~ 
6.7 

:too 
/(1.$ 
~.O 
15.$ 
4.6 
~ 
~, 

30~6 
15,$ 
14.$ 

100 
55$ 
U~ 
&2 
1~1 
,~l,l 

19 
l~.l 
O~7 
2..1 
9~ 
4~1 

1A~7 
26.6 

lOO 
Tl~ 
li!R 
-6.4-
S.4 
5/1 

l'~l 
*4.4 
;~ 
$p 

10() 
:62.1 
,zog 

,8.1 
.,6.4 
~~7 
1~ 

16~4c 
l~ 
3~9 
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* " ,J. ;gepeudenceon ~$insIe .COllUnQdUy wltll·J~$$favoum.ble mar~t prosp~c.m(l'llbbef) " 

tbrough tb<'$ucce$$fulexpaD$wnQf p$oU ~ 1~111$~Tb.¢ depelldcn~Qf l'a,JQ$W,t 

On lice and cotton :J1S thetwp key cpmmodlties ll~ increa$eo durinS'UUs "period. For 
the remaining CQUAtrie$ ·tbe diver$ification patte.rn 'J$: l~~t;leat~ {In Indt~Sd 'lanka 
,and the PbiUppiIles, .&bare$QfttaditionaJ ~JPQrt c.onuno(lltie$ hAve:mosUydecllned 
Qve,r mne, b~t tbis 1$' toa $lgrdficant~~)lta T~tlecttpnfJf pOOr perfQ~~of tb~~e 

exports than of su.cc~ss. 'intbe devel~pP1en.t of new ;prQdYQ$, 

The survey of exp~rt perfonna,ncehlthepr~vlpU$secttQU$u8Se$t«1'tbat.rt 
success of utdMdual counttie$ dependsll1(lre Qi1aome$tic~upplycon(ijti()Pa fban, ,pn 

extemalQemand ,conditt'oIlS, andthAtdom~$tic$UPply conditions 'mt1utnce~~~;Jn 

perfQrnumcetbropgb,tbe couutry'sabiUtytomaintWnits cQmpetltiv~n~$$mtmdftlo~t.a,l 
products and to diversify hlto new produ~tliIle$,mtbl$ ,section w,e ,pr(l¢Ce4 tQte$tth~ 
relative impoJ."tmlceof .e,xt,eroal deDlanu ~n<UuQU$ PU 'the ;one 1l~4 ,ana, 
competitiveness ,and comrn{}(jity r;UversificationOll 'the other' in dete~'.{~n 
sllccess.The latter twpvarlabl~s. areexpectcg, to ~pturethe net effectPf$l1ppI1~$iae 
factors on export perfonnance~ 

The (;OuventioualapprQach to ,th$decolUPQsitlol,1 of th~$~int1u.~nce~ jn tta(!o 
penormance i$ to apply the COD.6tantmarket$bare aruUysis (CMSA), 'CM$At .despite 

. .its greater attraction to researchers tJiveg.its leS$·de~~, data .fequirement$,haJ 
at least twomajor1hnit:atioIlS (y otopoulos lllldNllgent. 1916;315.16). Firstly.ibe 
reslllts are sensitive to the choice of the final or the initial year·8$ the pa$e year, 
Secondly, only th~ demand influence :is dit~ctly caIculflted.and :thentnerhUluenceJ 
.t4~ estimated as residuals ontbe b$is of the rcstrictlveassumption Ulat export. 
performance is entirely accounted for Py'tbe tbtee factors~ 'Given tbe~1inlitatiQJm 
of CMSA ,an altenmtiveapptoach 1$ :adoptedhe(e~ We m~PrethetbreefttctQrs 

$~parately U$in~specifjc indices and tben ~e them a~explan~tPl')' vanflblesin a time 
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series regressio1l model to explain chatlg~sin real exports6• The model is: 

where, XV = volume of ~rts, 
WD ;::; world demand, 
CM = competftivene$$ in traditional expo~ 
DV = .export diversification, and 
t = time SUb$cript. 

(1) 

World demand (eJqlOrt matket potential) for tbe &etof commodities exported bya 

country (XV) is measured in tCl1ll$ of a weipted-lWentge !nde~of CQnstant price 

world exports of relevant conunoditie$; 

(2) 

where. "it is tbe share of commodityi .in country's tPtal agricu1turaltmpoJ1$, ~tis 

an index of constant price worlaexport of commodity·~ f.Uld n is the llmnber of 
commoditie$, 

Export diversification (DV)is measured U5blS tb7 Gini~Hifscbntanc~ffici~nt; 

where Xrr is value of e'ij>OtUof ~nunotli1)' i~DV 1$ ~ indirect (dt.~ct)meqmeQf 

divcrsitlcation (concentration). It$ lrlghestptls$iblevalue .js 100 which ·QCCPf$wben 
tottUexport is C(JQlpo$~d of only one colllDloQity. Tbe 'b:t~easein tnenllmhet pf goods 

(; the mefhodolo&y f" adapted fromKravis (1970b).See also Love (l984),.fora.. 's.b'nilar 
apprQacb~ 
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exported and/or more even distribution of e).]lort amollg these goods Is refiecfed in 

a lower value of DV. 

The index of competitivene$s in traditional elql()rts is cODstructedas theratip 

of actual (observed) exports to hypothetical exports which U e~timated by assuminS 

that the country had maintained its "initial" market slmres in tbeexports pf the$e 

commodities: 

N 

C~ .. 100[1: XPit I L p,XW.t} 
ii"l 

where, for each ith prJncipill conunodity, XP is expQrteaminpoftbeBiven cQuntJy, 
XW representi world export earnings, and ~ is tbe iuitUU~periOU warlQ .ma:fket fihare 
(1960-62 annual average). N is the nurober Qfprin~pal con»;noditie$ •. 

The coefficients of WD and eM ate bypc>tIlesis~d tQ ~ pgsitive.SinCC} DV 1$ 

an inverSeme8$llIe of diveI1ificatioQ, tbe "ign e~cte4 fQr its coefficient iSJ)egative, 
If external market conqitionsarethe dominant~(;tor in detenninins export 
perfoJ~mancc, WD should Pear the brunt of e"P1abullS 'XV. Qntb.econtnuy, :if 
dornestic$ supply factors are relativ~ly more important, XV Jbould belatgely explmP~d 

by eM ond DVlt 

It is imp()rtanttonut~ that thetwQ3\lpply~$ide variable$ lJ~din th~m.Pd~l 

capture the cumulative influence of both cJome$tic policy and variQUS other 

spontMeQUS factor$ operating on the supply side, OfeQpr~ a more apprppriate 

approach would have been to use vari~blcs t~pre$entingaQme$tic fJQIicy bltluences m 
place of eM anel DV in the mod.el. There are, however, formida1~lecQnceptllWl.Uld 
data ptobJemswbicbprev~nt usfrontlldoptingtbis flpprofl~h, Many~mpQ1,l~nt$ tlmt 

detcnnine overallmcentives toex:pQrt llre not qft~ctlym~urable (lUeuel ef.~at~ 1984; 

Bbaswatiand .SriniV&S8n, 1915).Inaddition 10 tirectfinancial incentives, various 
other $upply .. side initmtivefi by thegQvemment.$ucha~ ~tructufed~elQprnent,f!lnd 

agriQultma1 rt}$em"cb and extell$ion services are iJnportant in detennining expon 
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.3ucceS$~ Wh~n :tb~$e mtluen~e3arf; llQt'il4~q~tely captPfed m ;*1:le imo(t~l 'nlf;W'Qrla 
d~mandv~riable ·tends to ttpicbup"themtluence ()fth~~e :mi$sin3 effec.ts,leadmsto 
an eDgseratiQU of tbe d~mana effect in tb=finalre3\llt$1, Given tbeJcprablem$, w~ 
cpwdd~r our approach of '~pre$enting tbe ll~t imPAct Qf3U.pply $ide fa(;tQr$ ,inteJ'A'm 
of eM and PV 8$ more appr<>priate in delineating tbe impact of ~emal' denmnd 
con(Utionson export performance. 

The m04el W~ estimated for each cQuntry using 3tmllal time series dDta 

covering tbe period 1960-86, Export uatfi used intbe anal)'$i$flrem term ,C)! COJl$tant 

(1980) prices. WD and eN series wer.e constructed psi;Jgdata disalWegf:\te,d at tb~ 

3 .. digit level of SITe. For the purpose of constructingCMseJie$) tbe com.mQditie~ 

which accounted for 1 percent or more of tQtalagricultlJr& expom durinS 196Q-62 

w.ere selected as traditional expons. All variables were mea3UJ'~4 .~ indexe:; wltbth~ 
196()..62 annual average as the base value. 

Prior to estimation, we tested fQrnon-statipnary ·of (or the presence Qf 11 unit 

rQot in) each of tlt~ data series (in log fonn)emplaymgthe Dickey.FQU~rtes.t and 
Sargan-Bbargava OW test (Table 5), The te$t$ ~u8Se-t>tcr~ tbat,for aU :$ample 

CQuntries CJcept Srll..E.lnk$, the violation of lheassumptiou of stationllIY l"ldata serie$ 

was sufficiently ~porta.nt to impart bht$ to tb~ reSTe$~lQn esth.nf;lt~St Guid~Q by this 
finding, we used data inl~vel (Qriginal) form for SriJanb,aud in fifst-diffel'en~ 

fonn for th~ otber collntries$, After £indioS tluJ. th~ r~grt!$sors were not 
asymptotically correlated with tbe CQnl~mporane{J\1s distuJ.'bance term {in te~Qf the 

Wu .. Hauesman lest in Q1icases), th~ model W8$e$Wn~ted byOJ's. WJ:. cmployedlbe 

" i 

7 This point can beiUQStrated ,by \I$iJ)g tbe empiriclU ,respJ~fe.portedin BJll~~a (1989). 
Tbisstudy .att¢DlPts to explfdn agricultural exports of developing CQuntries usinJB 
regression ll10del wbleb bas teal incentives (to Iep~nttbe supplY-3ide influencc&) and 
worldinr.QQl~. as tbe two e)J:}lJ~tQ:ty variables, -Ther~Sl"e$$i()ncoefticient ot tb~ teal 
incentive wuiable .is positive mtdsmnstiCllUy sigpificant l~adipg tptbeinfC,rpretatton, tlUlt 
t'domesJlc. policymattersu, However, fhe coeffjcientof ,Ulemeome variable issi_cant 
and much larger in mapitudes,lJggesting' tlmt external c1~mandbtbe bindins cQmtraint~ 
We suspect that this result isa 3tatisticallU1efact l'epresenting the missing infl ~lences pf 
$upply~side d~.welopments~ , 

8 In allcase.$ we were able to acbieltestaUonm.ythrolJglt first.aifferencing. 
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Chow test ofp~J'.~me.ter $fAbllity to te$t.fof pp$Sibl~ ~pJWtQntb~ hypotltelme4 
relatjonsWp of the ~lpwiJlS down Qf wpdd.tlemung .grQMh $ince 1973. 

The r~gte$SiQnl"~$ult$, tPgetb~f with felevanttest s!~t.i$tl~, ate IepQ~4 in 
Table 6. Note tbat sin~ all varillble$ htivcbeen ~eain .1ogl.4't}unicform, the 
estimated coefficients can be directly iPterpreted a,s ~la$tjcftie$t For allco\lJlme.s 
except Malaysia, retiultsarercporteQQn1yforthe totN$~pleperio,tl, as the Cbow 

test failed to detect a significant breakiu thcopserved relatiQJ1SlUp between 196Ck 72 

and 1973~86, FQr M$)'S,m. given the pfesence of evi(ience of such bfeak, c$timates 

are repc>rted for tbe two JUbperioDI as well. All the legre$$ions pQ$stbe F-tc$1 fQr 

overall statistical significance, and Ramset$RESET test for tbeappropriatenes$ of 

the functional form chosen at theone-percent level. The b~ic ass~mpuon~ J'clating 
to the OLS error process are overwhelIUingly~llpported by vanu\1ste$t$. 

The coefficient of wodd demand "iUia.bl~ (WD) is ~tati$t~y $ignificant (at 

lea,$t at the 10 percellt level) witbtheexpecteg sign for all countries ~pt TbailJUld. 

Thust the results suggest that, overall, world demand is an irnportaJlt d.et~rmina.nt 

of export perfoIlJlance, The elasticity of ittdividual .. country real ,exports with respect 

to change in world. dem.and. varies from.28 in India. ~ .89 in the Pldlippine.St 
suggesting a sample average of pver .5. However, tbere$ult$ for th~ competitiveness 
and diversification variables (eM and DV) $u,sgest tbat supply-si4e factom are 
relatively more impoI'Ulnt than world demand in expJajnips changes in realexpom. 

The coefficients of these two vari~bles are statisti~JlysigtUficant (witbthee7Cp(,cted 

tiign) at the 5 percent level or better in all ~S. The coemcien~ QfCMis much 

l»rget in magnitude than that of WD for India, Indonesj~ Malaysia, $1d Thailand, 

and approximately equal to tlte latter for Pakistan, !be Pbillppbtcs and SrilJulka, 

The magnituae of the DVcoefficient is eqQal to or greatertllan tbatofWDforall 

countri~s except Sri LanluL All in aUftbe results provide ampJe$upport fOr the 

hypothesis that while wodd market conditions do influ.en~export levels in g¢neraJ, 

countries can still achieve superior export penol'tn.ance through active :u.lpply si4e 

policies. 
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TAllU!5 

UNIT ~oom TJ3STS FOR VARIABLES U~EQ IN'llieA1iA1iYSIS 
'." 

I'IF ADF J)W 
",,' 

INPIA XV ~2..tr:t ,·J,17 iOf46 
WD 4.37' "z.4&' D~a4 
eM .. 3.05 ,.~l O.4Z 
PV .. 3.~t ~,~oq. -D.~. 

XV .. 3~~· .. ,z.~, (l.U 
WD .. 1.$6 "l~al O.U 
eM ·3;$2' ~2.sS Q,6$' 
DV 4.58· ..a~74· 0.44 

MALAYSIA xv !'4.~· "3~19' Q,4lj 
WD .. 2.99' .. 3.34' Oi3Q 
CM .. 2,85 .. 1.54 Q.Z8 
pv ... 3.43' -2.45 ,QJa 

xv -4.12' .. StS$* 0.44 
WD .. 2.~O .. Z-7Z o.ss 
CM ·3.03' !'3.ost 0,.52 
DV -4.129 .... .56· 1.52' 

PHILIPPINES xv .. 254 .. 3.7$* 0.48 
WD .. 2.3~ .. 3.02* 0.40 
eM -2.03 -3.5S· 0,67 
DV .. 3.21· .. 2.96' 1,11~ 

S!ULANJ{A xv -3.98* ·2.35 1.08' 
WD -2.71 -3.02' 0.40 
eM -4.08' 3oSS' O.79~ 
DV .. 4.28* .. 2.95' 0.98* 

xv .. 2.94~ .. 2.35 0.46 
WD .. 2.53 ·2.83 0.45 
eM -4.64* -250 0.74 
DV -4.31* -2.95" 1.06* 

Note: OF = Dickey-Puller statistic 

, 

ADF = Augmented Dickey .. FuUer statistic (in aU cases one period lag on the dependent 
variable was adequate to ensure residual whiteness) 
DW = Durbjn~Watson statistic from the tiISt-order autfrcUC$sive regression 
Approximate critical values (snmple si1.e = SO): OF/ADF .. 5% ::: -2.93, 1% = -3.58; 
Sargan-Bhargava DW tesl· 5% = 0.78, 1% = 1.00 
An asterisk (*) indicates the rejection of the null hypothesis that the variable is an integrated 
process of order 1. 
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FinaUy,tbe ,l'e$UltsfOf ~ia desemfUttherattentfon.giveg:tbesUl$tlcally 
$ipifieant dif{erenCe$itl regrCSlion estfn:tatesfor the 'twa.uP 'period. ··Th,e·equatiPn 
for 1~7Z ismote$upportive Qf QtJrltypc)the$ ·tfunttbetlnefor 1973'~ l1tthe 
latter :C)qutltiOIl ,tbecodfieient of DV)Ja$tbe perle'*' "BU· ,ana ;i$ '.Ifadstically 
significant at tbel :percent'ieveL The masnitudo of·the t:O¢flidelltof '04:for,~ 
latter :periodJs;Juucb smaUerand ,Jess significautthan tbe ~ne :for'thetbrm,rperiod. 

Tbe~lanadon for thii dif'ferencelu t,beQbsetved reJatio~mp ~rlmp$lie$' in ibe 

~turo· of commodity divef$ificatfon :pattemofthe,c:QUUUY. h llot~d ,Libove, 
MalayrdU'J tlttemptstoreduce herdependencepn natural 'lllb~t ·wacovetwhel.rmngly 
'focusednD B$mg1e commodity (paknoll).Throu)lb 'tb&poUcy,by 'U!~mid 197€l$, 
MaJa1liagaJnedpronUnen~inth(1world;palnl aU marketinadditicnto herhi$totieal 
prominence inwor.ld 11lbber 1fade.Given thi$,paUem -ofeonunodity ,4ependence. 
external denumdconditions wuldba\'ebecomo retlltivJJy :xno~b~oJl the 
counuysexportperfarmance. 

In thiJ paper we have examined tberelative irnportanceof ,external demand 
conditio1l$and internal supplyfactorsinJlgtieulUlralCJpOrtpetfQrmance in deve1ClP~g 

countries, dmwingupon the experience -of IeVenA$iantountries~ The tumlyti$ was 
conducted .by comparison ofUtce1CpCrienceofooJUltties 'in "bition to .diffeten~in 
ccononUc poliey regimes as well as by time-series ecotlPmetricanalysisof .rt 
performance ·of individuaIcotltltncsover tbepenod 1960-86. 

The [e$ultsrejectthebypotbesisthatc;xport ·srowth·ofdevelopingCfJuntrles 

dependcruclaJly on tbe worlcJmarket factors (Wer whi~btheybave little control Pnd 
sussest that wbile~emal dtmand docscnter th..,pieturc .Ull ,sipUicantinft\lenee, 

~rt8uCC(!SSemanates mostlyirom active supply-side polidesu apinstthep8S$.ive 

acceptance DfCltemal demandcondiuol$. nu.~en1al denumdconmaint UOf$ 

not seem to be a valid criterion in detennining ~be relativcempha$ispJaC«l on 

agricultural exports as ilpiJ1$t ,manufacturedexpomintbeexp<>rtpoUcy ,of 

developing ,countries. 



For thepurpQSCof ,;lU$ .tudy,aJrl~t'Uml .~,u .. ~ defined to lnclude 
conunoditic$ in Section 0 (fOPd and liveanimal$), SectiQ" 1 ~(beveraJe$ .andtobfiCC() 
less 122(ntanufacturedtobaeco), Sectlon.2(hled1blec~materia1)leJIl)ivial()nI 

27 and 28 (minCra1$and ctUdefertiUser),tuldSection 4 inth~'$tan48rd mternatic>n21l 
Trade CassifieatiQn(SITC), Rev. 2 of the United -Natia.~ 

Export dataforindMdur.1 countries and world :exponsQfJ'el~t canunoditie$ 
were ~mpned fromvariousis$ue$ QfUN,Y~9(Tntde:smtjJtJq(fortb,,'pcriod. 

1966-86) and FAO:lIadQ YcaJbooJ(fQrtbe periOf.l 1960-6S)fsupplelDellt~ 'with 
individual coonny $OUfcelQ 'reqUired to fillpps, Expartdata,fot Paldstau for the 

period 196().. 73 come$from tbedata appendix (unpublished) to CilJfsiDaCl" and Scully 
(1990). Fiscal-year data repottedin this .$ourcewereCDnvemdontp acaIend$t-year 
base on prorata 'basi$ to link with .~ ttN data. 'Fot Sri 'lanb,data for 197().;73 

period are from SdYnQ QW9JDiRci»tllJ.For lndiada~ for ibe'perlQd 1982-86 
were compiJedfromStamtictJ XwbWk gf'ItUlb1• 

ExpoI1 growth rates, export earning indices, andeommodlty CQncentllltion 

coefficients used in the empirical analysis are bQed on constant(198O)prlce ~tt 

data. In the absence of export price (or unit valt1e)indexesforindividualcountric:s 
at the ~eqWred level of disaggreption,worldmarketprice mdexesobtaineofr0IDt 
UN, MootbJyBuJl;tin of$tatistj§ andFAO, PmfjVctjoQ Y~.r_ (fortheperlod 
1960 .73) were used throughout. The exp<lrtpriees ofQ1ajor :priDUn"ycotnmodities 

were used directly to individual commodities ·ofeach cauott)' when.sQ~bdir:ect 

matching was possible. For the remaining commodities of each countty,wprldpnce 

indices for relevant 2-iUgit items (or SITe 2.wgit itemsafterthe.$ubtraction of major 

export goods included therein)wcre used. For eachoountIy, the index of total 
agricultural export earnings was constructed by swruning up constant price export 

earning series of SITe 3-digit items. Our procedure of using world prices as deBators 

for individual countries is essentially based on the law of one price assumption. 

There is evidenr..e that this assumption ;$ not too restrictive as far as internationally 

traded primary commodities are concerned (Dornbusch, 1988). 
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