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The terms of trade at which developing countries exchange their agricultural and mineral 
exports for imported goods vary by co~dity and country. terms of trade for the lowest 
income developing countries in Asia and Africa (exporters of jute, tea, sisal, and 
peanuts) deteriorated while the terms of trade for higher income developing countries 
(exporters of cocoa, coffee, fishmeal, palm oil, and minerals) improved. International 
programe therefore (like the New International Economic Order) aimed at raising the 
value of developing countries' exports might be. more successful if they concentrate 
only on specific commodities or specific countries or both, but not on all exports of 
develop:t:ng countries, indiscriminately. 
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and Statistics Sentee; U.S. Departmen<: of Alricultuft!. F(Jl1!ip Agricul. 
tural Economic Report No. 161. 

'lbe terma of trade at which dn'elopiDI countries excbante their aplcul· 
tural and mlnenl expon. for Imported tooda Yary by commodity and ,,,,' 
country. Terma of trade for the 10wesL income developing countries in Alii 
and Afdca (exporten of jute, tea, Iiul, and pelnuta) deteriorated wbib 
the terma of trade lor hftber income deyelopiq countries (exporten of 
cocoa, coffee, ftlbmell, palm 011, and minerals) imprmed. international 
ptopaJllJ therefore (Uke the New International Economic Order) aimed It 
railing tbe Q)ue of developing countries' exporta milbt be more ,ucceII!Iful 
if they concenttate only GIl .pecific commodities or ipecific countries or 
both, but not on aU exporta of deYelop5nJ countries, ~ndilcrlminately. 

Keywo_: New International Economic Order; Commodity trade; Deftl· 
 
opIDJ countries; International trade. 
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Summary 

IntematlOMI PIOp'lml, Uke the United NatlOlll'Hew IntematlOMI Ec0

nomic Order, abned at l'IIIInt the value ot denlopilll countries' expofta, 

mllltt be mont effective it they concentiated only on ipeclftc commocHtIeI, 

the torelp exehanl! eamlnp ot ilpeCiftc countries, or both. 


Sueh PfOll'aDll are bMed on the a.umptlon that pricn ot COIIlmodfty ex

porta ot developin, countries tend to decline relative to thOle countries' 

importa, cauJIn, the developlnJ countries' terma ot trade to deteriorate. 

That aaumptlon, bowever, Il!eIDl not to reftect th~ real state ot attain. 


The prices tor d.<Jvelopin, countries' exporta did not all move in the laDle 

direction between 1000 and 1977, Primarily becauae ot the divene array 

ot commodiUea exported by developinl countrin, with eacb commodity 

IUbject to different conditlODJ of IUpply and demand. Many commoditle. 

increMed their relatlwe Purcltalinl power relative to manufactured ,oods 

and other imJX)!'tI (wbeat, beet,and maize, for example), wbileother com

modity exportl' PurcbllillllI power declined. Cocoa, coftee, lUlU', Ibbmeal, 

and petJroleum and other mine..... increued their purclJaain, power be

tween 1960 and 1977; tea, jute, cotton, and other ftben declin~d in pur

cbulng power. As a result ot different price movements, an analysis of in

dexes based on prices of Specific commodities shows tbat the tenns of 

trade tor lOme developin, countries improved wbile thOle of othen 

wonened. 

ThOle ftndinp Indicate that intemat\onal PfOll'llDl that seek to raise the 
 
real values of exporb of developm, countries should concentrate on raiJ. 
 
In, prices of specitlc commodities wbOie real prices have declined or on 
 
inereaailll the toreip exchange eamin,. power ot the lowest income devel

opinl countriel. 

The diapuity in price movements from 1970 to 1978 wonened the tenos 
ot trade for lOW-income developfn, countries (erou national product
GNP-of $200 or Ie. per capita) in Arlia and Africa but enhanced the 
tenna ot trade for lOme middle-income (GNP of $201-$800 per capita) 
and high-income developin, countries (GNP of $801 and up per capita) in 
Asia, Africa, and Latin America, and for petroleum-exporting countries. 

.!;:'-' 
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I 'lbe terma at wbich .velopin, countriel exellante their qricultural and 
'1/ mineral exports (primary commodities) for Imports of IDIDufactUft!l from 

developed countries may DYe a looll'Un tendency to decline. 'Ib'- view, 
ftnt uped by Prebilch (19, 20) and by Sinter (22) auerts that low price 
and income eluticltiea of demand for I'&W materials, the market power of 
the developed countriel, and technical PIOplII mthe deYelopin. countries 
tend to bill chant" in mternational tenna of tnde in favo: of the devel
oped countdel.1 

As a mult, the develoPlnt countries, many of whleb 
depend on expom of primary commodities for foni,.. exellante eaminp, 
pow lIowly with the pm. from trade IOiDI to the abeaely weD·off devel
oped countriea. 

Ac:eeptanee of the Prebildl-Blnter bypotheail • weD • the IUcc:eII of the 
Orpnlzation of PeUoleum-Exportlq Countries (OPEC) in rallin, pricel by 
cutel action hue lead to propoula luch .. the New International Economic 
Order (NlEO), advanced tbJoa&b the United Nations Conference on Trade 
and DeYelopment (UNCTAD), to raIIe commodity prices in real terma (3, 
p. 147; 23, pp. 20-25; 24,20). The major objectiv" of the NIEO inclUde 
ltabUlzation of international commodity marbuand Improvement in the 
real income that developln, countries receive from commodity exports. 

~ 'Ibea objectiftl 1ft to be Implemented by es~qinternational buf
"~ fer stocks, ereatint a common fund to ftnance these ltoea, Impiementin,

~: multilateral contrlcte, and III'IDIlDI for Improved compenutory ftnanclnl 
;; 

c,r't, to ltabilize export eaminp.2 

Whether or not deYelopm, countries' terma of trade are D.lally decHnln, 
fa dlfftcult to detennlne because of the probleml in meaaurlq chances in~ 
International terms of trade. In addition, mo.t empirical ltudies refer to , ~ 

~". the net barter tenna of trade, that la, the ratio of export to import prices. , An Improvement in the tenna of trade II MIIIJIled to make a country 
"better ofr' in terms of national income by providin, the opportunity to~ obtain mon Imports for a Jlven volume of exports. However, it is weD" ~, " 

It ImOWD that a country may inerelle ita productivity in the export sector, 
r'
£. thereby decrelling ita nt~, birte: tenna of trade, but ltill incre.. Ita real 

3~ income. Tbus it II difftcult to inf~r the eeonomic liplftcance of the 
(I 

MeMUftd telllUi of trade chan,.. Another problem Ia that developinr~ 
countries export different types of primary commodltin u well .. someI 

l· Ii!' 
~; 1 

r 
1"1: I Numben in parenthe.1 indicate relerencea lilted at the end 01 thia report. 
.. ,~ .,J 2Behrman (I, p. 67) _ugeata that there are important potential ,aiu for 

"'!' both produciDi and conaumil.lL eountri .. lrom the pl"~po.ed integrated
" f!'OlflDl· For critiqu.. 01 the N1EO pr.opoula,lee (6,13).7.. 

~ Brandao (2) ~inta out that ell...... in terma of trade ean acrect national 
.; 

income tIUoUjh correapondin, clWI,es in intel'elt rate_ which, in tum,
aflect inYeatment demand . 

~'-'---------- 
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manut.cbued ,oodI. Deftloplq countries Il1o Import pdmuy products 
and different types of manufaetures. 'lbUll, it II difftcult to infer inter· 
itltlOllll terms of trade dwItH fIOm any ....... aDIIylll of primary 
products YL manuf8ctureL 

Detedoratin, terms of trade baYe ImplicatiOlll for the ability of developin, 
countries to ftnanee apleuI&uraI Impoi1l, for U.S. food aid poUciea, and 
for the U.S. poIition in UNCTAD netOtiations. In the ensuinl pages, I 
eumine the Pleblldl-Sln&er bypotbelil of detedorating terms of trade for 
developiq countries by III&Iyzint trencll in prices of primary commodities 
and indultrtal products and their bnpact on the international terms 01 
trade of deftlopin, countries. 1 examined trends in the real pdces and 
volUJDel of commodity exports of developin, countries from 1960·77 and 
measured cban,.. in international terms of trade for low-income, middie. 
income, biJb-lncome, and petroleum-exportin, developing countries in 
Africa, Alia, and Latin America ( .. appendix table 1 for the countries in 
eacb income lfOuP ~d retlon). In contrast to other ~aIy.., wbicb ....... 
,.ted oftr countries 'aD order to examine trends in infernatiOIlII terms of 
tracie, (11, p. 8; 27, p. 35), -I found no uniform pattern of terms of trade 
that applied to aU deftlopin, countries: some Improved their terms of trade 
wbile othen' terms of trade woaened. 'lbe reason for the disparity lay in 
the dlvenlty of aporta, all of wbicb are subject to difterent market con· 
ditiODL Such dIspmlty wiD probably Impede the effectiveneu of any inter· 
nati~ tracIe PIOlfllDl ~i,. try to bolster the export pdces of aU devel· 
opin, countries, without cUscrimination. Prop-ams that focUli more on spe· 
ciftc commodities or on speciftc countries will probably be mOKe successful. 

Importaaee. Of Primary Commodity Tnde 
In Developiog Countriel 

DevelopinJ cCMUltdes, it II UlUed, are particularly harmed by a decline in 
their tellDt, of trade becaUIe of their ....ater dependence on exports of 
pl'ilnar)' commodities, which baYe biltodcaUy experienced weaker market 
conditiOlll than the exporta of developed countries (23, p. 18). A1thoutb 
plinwy production and trade are Important to. the economies of devel· 
opin, countries, the developin, countries export a variety of primary 
products, many of which face different market conditions, and they 
Import a variety of products. weD (tables 1 and 2). 

Production of primary commodities accounts for over 60 percent of the 
Gro. Domestic Product (GDP) earned in the developine countries with 
the lowest income (table 1). A lup percentile ot the income earned in 
producine such commodities ... I8nerated by exporta (column 2 of 

L 
 
I 
 

l 
 
I 

I 
 
I 
 
I 
 

I 
 
. 

, 
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table 1), with the percen. of primary production exported ranlln, from 
11 percent in the low·income AllIn countries to 57 percent hI fIhe hip. 
income AslIn countries. Foreip exchanee eamin,. from primary product =if 
exportl reprelented over 80 percent of total merchandise trade, IIthoup 
this percental(e varied by rellon, The relatively lower percentile of pri. 
mary products In export trade for the low·income Allan countries reflects 
the Importance of cotton and jute textiles in their exports. 

Major primary commodity Importl and exports of developing countries are 
shown In table 2. Peanuta and derivative products, cocoa, and coffee are 
major exportl of African countries, where. the Latin American countries 
export banana, cocoa, and coffee, and the Asian countries export cocoa, 
jute, rubber, and teL Because of the divelldty of primary commodity ex. 
POrtl, commodity qreements for specific commodities will not affect the 
foreip excbanp eUDIn,. of III developiDi countries. AU the poups of 
developln, countries abo Imported primary products, particululy wheat, 
rice, supr, and maize, which are produced primarily by the developed 
countries. Import expenditures on primuy products (includin, petroleum) 
In 1977 were at leut 35 percent of total import expenditures for III reo 

T8bIe 1 - Denlopi,. country prim..., commodity PI'oduction 
.. -porta. by IWIion .. Income grouP. 11771 

Prlmery commodityRegion end Prlmery 
 Foreign e"chenge
production In growInco~ group2 production
 from prlmery
domfttlc product e"ported producu3 

Pef'CfInt 

Afrlce: 

Low 
 80.1 25." 92."Mldd.. 57." 43.1 92."High 150.0 .....0 93.1Letln Arnerlce: 

Low 

Middle 
 48.7 36.9 83.3High 34.8 40.0 81.2A.'e: 

Low 
 61.1 11.3 715.1Middle 1515.2 40.7 81.1High 515." 156.8 815.7 

- - Not eppllceble. A. I defined "low Income" (_ below), Letln Amerlce hlld no 

IOw·lncome countrl... 

1'ncludn oll"xPDrtlng countrl•• 
 
2'ncome group.: 0-$200 grow netlon.. product (GNP) per ceplttl • low Income; 
 
$201,"00. GNP per ceplttl • middle Income; "01 end up GNP per ceplttl • high

Income. 
 
ap.rcentege of marchendl. _port ..rnlngs. 
 
Sourc..: 18, 1878), World 8enk World Development Report, 1978, (26), UNCTAD 
 
8..lc Dete on the Leest Developed Countrl•• 1878. 
 

(1 
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T8bJ. 2 - Primuy commodity t.... of dev.'oping eountriH by region and income group, 19n 
Il:1o 

R.glon and .~Major primary Import .xpendlture onM"or primaryincome group Ratio of m"C!f primarycommodity exportl primary eommodltielcommodity Impom1 >lImport expenditure to 
,J,""Total Petroleum Producta ••port ..rnlnga ~-; 

AfriclI: P.rcllnt 
-~ 

• ~ 
Low Peanuta,"~nut all, ,Wh..t, rice, lugar 38.5tea, cocoa, coff.., 10.7 12.3 ,Jcopper, COtton
Mlddl. 1Cocoa, coffee, Maize, b ..t and ~34.5copper, peenuta, 10.9 [vaal, wheat, rice, 26.3 

peanut oil, tea ~ suger
phoaphate rock, .'I "1cotton

HIgh i~ 
Sug." coppar, I;Whaat, rice, lugar, 41.5 ttobacco, COtton 9.3"" Latin Amarlca:2 beef and vaal 9.1 
 

Mlddla 
 
·i

Cotton, cClff.. 
to Whut, rice, maize 39.6banan.., tin 9.6 4.3High ,I Coff.., lugar, ,Whaat, maize, rice, 40.6cocoa, coppar, 15.6coff.., rubbar, 20.2 ~i banan_, COtton, /1"1 iron are 

aoYbeanl, maize, t_.::

I 
~ti

Iron are
Alia: !,' 

"'" Low Jute, rubber, tea, ~ 
Whaat, rice, cotton 55.6rice, COtton 16.0 , 50.8 

~~ 

Middle
D I Coff.., r/::e, Wheat, luger, rlr.., 46.4 o~lugar, cClpra, 1S.0Cotton 42.2 

coconut all
High Rubber, palm all, Wheat, rice, lugar, ,~42.1tin 13.6maize, cotton 51.1Petroi..um-exportlng "'~'" 
countrla3 Petrolaum, rubber, Suger, whaat, rice, 42.0cocoa. banan_ 8.5tea, rubber, b..t 3.4 

and v..I 

'Excludlng petroleum. 2AI I defined "low Income," Letln America had no iow·incClme countrle. 3 " appandlx table 1 for lilt of 011exporting countrl... Sourc..: (8, 1978; 11,1979; 26,1979). S 
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glons and income levels. Low·income Asian countries spent over 50 per· 
cent of tlteir export eamings from their major primary product exports on 
their major imported primary commodities (excluding petroleum). This in· 
dicates that their foreign exchange situation could be improved by intema· 
tional programs that lowered the prices of their primary commodity 

:;i~
imports as well as by programs that raised the orices of their exports. 

i;1 
" 

Empirical Measm-ement Of International ~~ 
Terms Of Trade ,'i 

:! 

... 
:1 

Although the proponents of the NIEO argue that the developing countries " 
'j 

have experienced a longrun worseriing of their terms of trade, their argu. , 
, 
.j 

ment is not supported by empirical evidence. Kindieberger found no clear .{, 

1trend in the terms of trade of primary vs. manufactured goods and sug· -~ 
gested that the large dispersion among countries and products in the price 
indexes made any aggregate analysis almost meuningless (12). Montgomezy '} 

.~ 
;t:found improvement rather than deterioration in international terms of , 4 

trade for prbnazy products (17). Lipsey examined the terms of trade for 1 
the United States from 1879·1960 and found that, although there were f-l 

18l\le swings, no longrun trend emerged (16). Lipsey's analysis indicated I~' 7, 

that the U.S. terms of trade did increase stealilly (hence the LDC's terms ',) 
of trade deteriorated) from 1951.1960.4 I

1 

Porter found a generally falling trend for 46 commodity prices between 
1947 and 1.962 (21), supporting the nndinp of Lipsey. Haberler pointed 
out, however, that the declirw in primazy prices during this period was not 
the beginning of a trend, but the U.S. reaction to high prices during the 
Korean War and massive U.S. stockpiling during and immediately after the 
war (10, p. 56). Porter found, contrary to the Prebisch thesis, that demand 
for primazy products typically may be price inelastic or vezy income 
elutic, but not both. Thus, a tal! in the price of a primazy product, reo 
ducing the exporter's foreign exchange earnings, could be offset by in· 
creased demand for the product caused by economic growth in the rest of 
the world. 

On the theoretical as well as the empirical front, Lewis argued that, in 
order to analyze the change in terms of trade between tropical products 
and manufactured goods, the problem must be broken into two ratios-the 
tropicals:wheat ratio and the wheat:manufactures ratio (15). The price of 
manufactures in developed countries, according to Lewis, is determined by 
the opportunity cost of resources in food so that an increase in produc· 

4Li~y" study aIJo did not confirm thfl belief that other industrial coun
tries had enjoyed large improvements in their terms of trade since the 
1870', (16, p. 17). 

\ 
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tmty in food production in developed countries would increae the rela· 
tive price of IDIDUtactures in tenus of food and in tenDl> ~f tropical prod. 
ucts. Tbe reaon tropical countries experienced declines in ne'l:barter tenus 
of trade in 1965, Lewis ugued, was because the wodd price of wheat had 
rilen leta than the price of manufactures, due to increllel in U.S. agricul. 
tural productivity. 

Aggregate international tenus of trade statistics calculAted by the Worid 
Bank show the tenus of trade fer .... developing countries improving since 
the midsixties (11, p. 8). The World Bank terms of trade statistics are cal· 
culated u unit value indexes of exports from all developing countries di· 
vided by unit value indexes of imports. The telms of trade for developed I 
countries and for petroleum..iJnporting developing countries, however, 

I 

eDibited mild parallel tluctuations during the same period. These results 
indicate the importance of petroleum in calculating acgregate terms of I 

! 

trade indexes and that all countries have suffered from the high petroleum , 
prices set by OPEC. 

DisculaiOD 'f international tenus of trade revolves around four concepts: 

-Net barter or commodity tenus of trade, defined u the ratio of 
import to aport prices. 

-Income terms of trade, defined as the product of the net barter 
terms of trade and the quantity of exports. 

-Gl'OIlS barter terms of trade, defined as the ratio of the quantity of 
exports to the quantity of imports. 

-Double factoral terms of trade, defined as the ratio of the net bar· 
ter terms of trade and the Jelative change in productivity in a 
country's export iector compared with the productivity in foreign 
industries that produce its imports. 

LiI*Y ugued that the double-factoral tel1lll of trade Imould be used to 
meaIUIt! the welfue impact of a change in the tenus of trade because this 
concept measures the pureblling power per unit of input and, thus, takei 
into ICeOUDt ebantes in productivity (16). When '"the tenus of trade" are 
mentioned hereafter without further qualification, we Il1'e referring to die 
net barter or commodity terms of trade. 

Three meaurement problema have been identified in measuring ~ 
in international tems of fDde: changes in the composition of exports and 

\ 
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importa, failUIe to 8CCOUUt for qulity cbInges, and the choice of an index 
 
to meuure changes in the tellDl of tnde (2, pp. 63-74). Cbantes in the 
 
composition of exportl and imporU affect the numeriCli YIIue of the 
 
indexes DIed to IIIJIlIDIrize tellDl of tnde behr..,.,ior. Commodities that 
 
were not traded in the bile year of the index may evenw.l1y become 
 
important whereu goods previOlllly traded may become 1_ important 
 
or cliJappear from tnde. A fixed-weipt index does not take into IICCOUnt 
 
changes in the mix of producta Cnded. At the same time, a cbange in a 
 
current-weighted price index may represent nothing more than a change 
 
in the mix of products, with prices of individual commodities remaining 
 
constant. Tile choice of index detel'Dlinel whether the change in product 
 
mix is IICCOUnted for or not. 
 

Terms of trade indexes that fail to IICCOUDt for qulity changes in import. 
 
over time tend to un(;entate the pins of primary product exporten. The 
 
quality of indualli..J goods tends to improve over time while the qulity 
 
of primary products does not. Thua, incre~ prices of manufactured 
 
goods relative to primuy products may reflect notbing more than quality

cbanges.5 

The selection of an index is related to the choice of bae year.. weD as tile 
cboice of weigh", which can create an upward or downward bias to tLe 
average change in prices that actually occurred. The choice of a bae year 
with extremely high (or low) prices will create a downward (or upward) 
bias to aU terms of trade cbanfes. In addition, indexes baed on beginning 
year weigh" tend to have an upward biaI compared with price indexes 
baed on current or end·yeU' weigh" if the changes in prices and quantities 
are negatively correlated. 

I 8CCOuoted for the rust and third problems by estimating price indexes 
with fixed weights (Laspeyres inde,,) and varilble weights (Paalche index) 
and then comparing the results. The hue yean I Ch06e were also UlUmeet 
to represent "normal" trade yean. I ignored the second problem because 
of difficulties in measuring quality changes over time. The question of 
price iDd~xes is addressed again in a later section. I 

I 

I examined the volume traded as well as price trends for 33 commodities 
exported by developing countries and tIuee poups of inclusUial products 

51be problem of quality chaDIe and coutruction of price indeus has 
been treated by GrilicbeS (9). TIiia problem is uauai!y ignored in eoutruct
inc price indexes becaUle of data problem.. 



8 

0', " 

6. 

_.F __ 
1 J L ...... 

imported by developing countries. Price chmges can give rile to a volume 
cbante that omefl movement. in price. For instance, a price rile Q\lled 
by short supplies may IUmciently reduce the volume exported to offaet 
the priee pin. SimDarIy, a decline in net barter teDJII of trade, ft!IUlting in 
a larger inere. in volume exported due to powtb or productivity change 
in the exporting country, will ~ the foreign excbanCe earnings sup· f 
pUed by the exported commodity. Thus, the impact of • clJange in terms 
of tilde on the economy of a country aIIo depends upon the accompany. 
ing cbantea in export volume. 

Table 3 provides annual average growth rates of unit values for the 33 
export commodities and tIuee poops of industrial products for two pe_ 
riods, 1960-1972 and 1960-77 (1q77 being the most recent year in which 
data on mineral exporil and manufactured goods imp"rts are available), in 
nominal teDJII and deflated by the price indexes of manufactured goods 
imported by developing countries. The powtb rate for each commodity is 
the ratio of the annual increase in pike (estimated from a linear time 
trend) to the mean value of price over the respective periods. 'file products 
analyzed provided about 70 percent of the value of developing countries' 
exports from 1975-77 and 83 percent of developed country exports to 
developing countries (27, p. xxxii). I wed unit values (total value of 
imports cr exports divided by total quantity of imports or exports) inatead 

-of martet prices becaIue international market price quotations for some 
commodities may not accurately refleet the actual values realized by ex
porters or importers. Unit values for imports IS well as exports are ex
pressed free on board (f.o.b.). Consequently, the net barter terms of trade 
in table 3 are pure merchandise tenns of trade and do not reflect changes in 
coda of transportation and inaurance. I estimated trends for two periods 
in elder to account for the abn~;:Dally high prices during the commodity 
price boom of 1973-74.6 Unit value indexes for the indUJtrial products 
are Paasche type, current-weighted, with 1970 as the bue year (27). 

All 33 primary commodities and the tIuee groups of industrial products 
nominaJJy h-ncreued ir pric! from 1960-77. Ten primary commodities and 
the chemicals index declined in price over the 1960-72 period, which does 
not include the abnormally high commodity prices of the later period. 
Trends in export unit Yalues, detlated by the three unit value indexes for 
industrial produeU, !!bow that many of the commodities that inCl'ellled in 
value in nominal teDJII aetuaUy deeIlned in valu\'! in "real terms. tt Thirteen 

6The bale year cbe»en for the ireDell could imp«*! upward or downward 
biaa if the bae year is an unusual year. . 

D 
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.4. T..... 3 - Unit v ..... tren* for 31 commodltlll. nomlnllllNl defI8tId. 1110-77/ 

Unit vii... tl'lnd Unit valUl/chlmlcll1 trend Unit vIIul/mechlntry trendCommodity Unit vII",/otherl trend 
1811C).72 1880-7" 1110-72 1880-77 1110-72 1880-77 1811C).72 1880-77 

"''"''t ch.,,"-'
Agrlculturll 
 

IxportI: 
 
BInenee 0.81- 2.77
 O.lS- -1.20 -1.34Beef 7.42- 7.00- .80- -2.•- 0 -0.683.25- 4,84 1.88 .88-Cocoe 3.011- 8.57- 4.13.38- 4.87 .81 2.74Coconut 011 .45 0.&1 &.234••- 1.28 .SO -1.63 -1.04Coffee 2.12- B,39- -.11 1.58.28- 3.83- -.28 1.74 .01-Cop,. -.08 4.133.•- .08 -.63 -2.011 -1.78Cotten 1.02- 0 .585."'- 1.77" -1.44..
Fllhl'lllll 5.23- .33 1.74'.;; I 8.38- S.B1- 4.80- 2.78-

-.85 
3.21- 4.82-Jute .GIS 1.25 5. .85 -2.41- -2.3B -4.33-LlnllldOIl -2.32- 7.23- -.. -.22-1.48- U2 -4.152- .30Mlizi 1,38- 8.1S'l -.. 2.815- 3.21.20- 1.72-

PIIm 011 -.158 l5.eo- .18 .83 
-.02 0 2.815

-2.94- -.BlPNnuti 2.14- 7.40- -1.1B 1.952.B7- 3.04 -.44 1.21"-"utoll .1515 8."- 1.44 3.821.21 1••- -1.83- -.17 -.11 2.57-Rice 1•• 7.40 .24 2.85 -.28 3.09RUbber -15.715- 1.30 1.28 5.83-4.81- -3.13- -7.7B-Sf_ -5.15- -6.37- -2.80-5.15- 15.27- -4.78- .015 
; ~< Soybeenl 1.U- 7.48- 2.61-

-7.•- -1.50 -6.14- .042.83- -.r$1 1.20Suter 2.13- B.S1- 3.82.27" 3.83 -.38 2.23T.. -2.77 .87 .01 5.18-.20- -3.38- -4.82 -5.31 0 -3.07
S.. footnote 8t end of Ubi•. 
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T..... 3 - Unit v..... tnn* for 38 commoclltill, nomlnll and defIetecI. 1180-77 (Continued' .... 
C) 

Unit Vllue trend Unit vIIue/chlmlc:el1 trend Unit vIIue/mllChlnery trend Unit VIIue/othen trIndI Commodity 
lfJ80.72 lfJ80.77 196().72 1960·"17 1980-72 lfJ80.77 lfJ80. 72 1fJ80. 77 I 

j "'rcent ch.",.' 
, 

Agriculture! 
 
exportl. 
 

j I 
continued:1~, > 

Timber .26 15.31" .88" .84 -1.93" -1.17" -.38 1.40 t
TobIcco .97 4.3," 1.71" .13 -l.eo" -1.82" .24 .89 
Wheet .36 5.77" .10" 1.27" -2.10" -.44 0 2.32 
Wool -3.54" 2.38 -2.78" -1.92" -5.67" -3.73" -4.20" -1.09 

Mlnerel exportl: 
huxite 2.06" 5."" 3.00" 1.01 -.27 -.94" 1.41" .85" 
Copper 6.49" .51· 1.03" 1.41 4.33" .03 5.88" 2.25 
Iron ore -1.62" 2.58" -.82" -1.79" -3.87" -3.74" -2.28" -1.34" 
Leed 3.33" 7.31" 4.01" 2.64" 1.07 1.08 2.72" 3.66" 
Mengenew ore -3.74" 3.67" -2.89" -1.36 -5.93" -3.31" -4.41" -.78 

QPetrOleum 1.66" 14.92" 2.38" 9.62" -.92" 3.22" .94 10.58" 
PhOlPhete rock -1.24 10.20" 4.89 4.82" -2.46" 2.94 -.87" 8.29" 
TIn 3.93" 8.1S" 4.54" 3.29" 1.68 1.eo" 3.34" 4.07" 
Zinc: 4."" 10.91" 4.73" 5.85" 1.65 4.16" 3.48" 6.72" 

W..nufllctured 
importl: 
 

Chemicel. -.78" 4.79" 
 
Mechinery 2.56" 7.63" 
 
Othen .66" 4.00" 
 

- - Not ~pUc:able. 

·SlgnlflCllntly different from zero et e lS·pereent level of IlgnlflCllnee. 
 
, Enlmeted from e IIn..r trend. 
 

\\ SourCIII: \17.21). 
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commodities inCJe~ in Vllue lelatlw to induabial producta: beet. cocoa, 
coffee. copper. tllbmtll....... peuuta. petrol.um. pbOipbate lOCk. rice. 
soybelllll. tin. IIld zinc. All o&b.r ,rImuy commodities dedined In v.u. 
Nlatl1'e to Induatrill Productl. TaIII. aabOWI that th. deYelopInJ countries 
wbM! Importa W.1e concentrated in mlCblnery IteDlilUff.red the I....t 
cIecIIne in th. leal value of th.lr exporta. In 1977. 58 percent of toi:IJ 
manufactwed ,xport. to deYeloplnt countries wele IDIICbInery IteDli
(27. p. xxxii). 

In .ddltion to th. price cbantes of commodity expexta compared with 
manufactum. Import prices of Itlpl. commodities IDCNIIed lelativ. to 
th. prices of Itvera! export commodities. namely. tea, jute. rubber. ba. 
DIIlM. copra, tobacco.lIld COCODut oil durtna the 196().77 period (tabI.4). 
CouDtrIes depeDdeDt on export. of th.. producta. for .UlDpI•• th. low. 
iDcome Allan COUDtrles. experleDced • decDDe in tile Pllldwina power of 
their export. lelatift to ItIple Importa M weD •• cIecIIne lelativ. to 
manur.ctuled Imports. Any pins. th.lefole. reeelftd by IUppU.n of the. 
1tapI. commodities wele at the expeJlle of Importen. 

The IIIItIt .v.... ra.... of powtb in prices for all 36 commodities wele 
 
for cocoa, coffee. fIIbmeaI. rice. ........ petroleum. zinc. IIld' tin. Th. 
 
distribution of .xporta of th.. IIld other primary commodities IDIODJ 
 
deYelOPInt countries II abown in tabI. 5. Commodities with the bIpeat 
 
iDcre_ in prices benefitted lDIinJy th. bJJb· IIld mlddJe.inCOlD/i) deftl. 
 
opiq COUDtry 1fOUps. HIJb coffee prices Incre~ th. export ~ 
power of the Latin Amertcu countries IIld mlddle-ineom. Afrteu COUD. 
 
tries that export coffee. Simn.ny....... cocoa pricesl'llled th. export pur. 
 
chlllna power of the middle-income Afrteu IIld b1p·ineom. Latin Amer. 
 
leu COUDtrIes that export COCO&. Petroleum. tin. IIld IUJIl &Ie also ex. 
 
ported DUIInIy by the bJlber income ev.lopIna countries. 

Incm.s iD rice prices between 1960 IIld 1977",1y affected th. middle
income Allan countries aut .xport rice ('IbaIIand. for example) IIld. to 
lOIDe extent, th. 10w.Jncome Allan and blp.Jncome Latin AmtricID 
COUDtrIes. It mould also be noted that th.1e II not much intematioul 
trade in rice. COIDpued with production. 10 that RDaII YUiatiOlll in rice 
IUppUes teDd to C&UIe Nlatiftly ....r price cbantea. DecIInint prices for 
tea, jute, IIld ..... (1960-72) ....Iy affected the 10w.Jncome Allan IIld 
African exporten. 

Quantity 'I'reada 

Rillna export vollllDel for commodities IUch M cocoa, coffee. maize. 
1UpI', beef, banuM, soybeana, ftlftahl. 0lil, rubber. tobacco, timber. 

'\ 
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T....4-Unit...or ....... 1IriIIwy .............. IIYUfIIt...or ......................... '_71 
 ....EIlPO" Whee! Mel..
commodity S.,.., .... N 

lNO-72 lHO-18 "10.lHO·12 lHO-18 11"10-72 lHO·18 lHO-72 1HO-78 1NO-12 1HO-18 
,."." ch.",.1

hnan. 1.23· -2.07· -0.• -!!.12·Cocoe -0.08 -5.44·2.71· S.12· 2.72· -2.21· -.7.·1.33 •.2.· -3~00·Coconut 011 2.US 1.80 -..,.H -1.~ •.57·-.87 -.22 1•• 3.10Coffee .0. -3.715·2.:!.'t· •.22· -2.a· -.08 -1.10·7.• •.31· -1.89·Coppe~ .10 -.08 /'1.13· .51 -1.10 •.5."5.21· .08 .18 2."Copra -1.12 .28 0,
' ~',' •12 -1.02 -1.• -1.• 5.28· -.01-.. •••• 

Cotton -.a ......40·1.2.· .01 -.~ -3.•'· -.85 -1.84· -2.23·JuUl .12 -.37 -3.73.2S -3.~· -1•• -3.51· -1.73 -2...• -1.0. -1.21·'81m 011 -II.••-.40 .50 -3.•• •• -3.44 .........
,""' -2.00· a".·....... Utl .17 -2.00 -3.53"
2.17· 2."· .10 -3...• :7e -3.43" -1."· .......utoll 3."· -1.2. -1.51·
.73 1.01 :i.2.·-.10 ." .17 .381.01 -.88' .- ,#If" Petroleum 3.03" »1.23· 8.12· .1. -2."· 1.38 -2.34· -1.10·".' Phoephllts rock2 - •.17 8.21 -.71 11.30 -5.113· 7.11· ~ 3.•'· -1.H" 2.12· -2.30 .01 SJI4· y- ,-IRUbber S.•2-2.51 2.08-.." -II.". -1."·-7.75"T.. -2.•'· -7.81 -5.12· -1••7· -2.7.· ."-2••• -3.82· -..... -10.01· -5.23·TIn2 -3.77· -4.•3.1.· 2."· -8.8.· - • .8•• ......08· ........
Tob8cco 2.•• 3.07· 1.81 -7...•1.20· .sa -2.44·-.21· -.11 .11 2.7.· 1.01-.28 -.87 ......01· -2.M· -.33 -2.08 -2.•7· 
·SIIIIlflC8r'ltlv dlH_t from Z8fO •• 5-petcHt I_I of .....,f,canoe.
1Eatlmatec( from all,,-"n.nd. 
 
2hrcant chantel for 1180.". 
 
Sourc.: (ft,.,. 
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T.... 5 - o..topintf country IIwe '"world CCIIIInIodhy ......1ty ,..con ... N(IionII income t.M. 1177
j '" 'f~1Commodity Africa 

v" a~All. ' ",.
Low L8tln America !~Mlddl. High .~Mldd'.Low 

H'gh Mlddl. High IiTo'-/8,.., "'n:ent28. 21.150Copra 0 0 /~."3.00 01.US 0Rubber 0 1.12 .".:i.
.88 .08 288.60 47.7& 87.2JUte 3.74 .... 4.88 3&.&4 .03 .01 ~i0 0 34.22 &2.43 N.4 . ';1

I 
Coco. 0 81.7& .01 .011.24 12.88 "8 __ 13.87 .22 ".2Co,," 0 0 , ·'i~.17 .037.33 2.88 14.721.32 1.88 

.83 3•• 0 
0 

8.&1 .16 
2.31 84.2 ;1,1.87 22.23 

Petroleurr. .0& 24.28 a.740 7.77 11.08.80 .20P.'m 011 7.10 0 •.80 311..4 I,? ',If.82 88..Tin ".311 0 ".30 81.70 .150 '~ 1.83 0 .17.07 5.&0 8G.08w)Cite 1•• .1& 80.22 .07.... 2&.82 1.0& 21;71 31.77 .07 iJ2.7 ,;:. i T.. 0 .08 '''.83 1.31 ~ 3 ..... 1.22 82.S8.17 .72 ....Utoll .33 52.82 2.50 "7.13 ,~3.78 8.37 .... 78."COconut 011 "'.'8 0 0 .08 2.20 ,,.jj.48 .10 75.0.02':.;'{ ••LlrIIMd 011 .08 .75 0 28.70 ~~~0 88.02 73.70 2..3FhOlPhea rock 0 0 ...7 0 .04 .01 
Copper 48.80 5.50 0 0 0 72.2 \,

8.28 ..... 88.28 88..'''.23 1.01 3.23 0'"-nUts 0 .1311.87 8.41 83..23.11 .38COtton 0 0 0 22.87~1 
8u., 3.87 17'"•• .81 1.57 .15 .02 58.8 rr.:/'0 7.20.37 .03 56.2 

I 
8.07 

I 
Rice 5.34 7.31 '" 

.2~ 1.80 .83 11.53 4.80 8.43 "'.70 a .... 2.04 21.171a.07 47.83.87 .88 8.87 ~131.7
1Income I.".,••,. defined .. tol/owe: low Incom. - 0-$200 IIrOll n8tlonal Procluct (GNP) per C~lta; mlddl. Incom. _ $201'''00 
GNP per cepit.; high Income· "01 end up GNp P"" capita. inc'ud.. petro'.um-e)(portlnll COuntr .... .~?~2'nciUda New Hebrldel. So'omon ,I/and•• Tonga. 

3'nCludel Gilbert Iliandl. New Caledonl., Pacific III.net•• w.tem S.moa. 

"Includel Nwr•• Chrlatm. '''IIndt. end Oc:een ,.Iend.. 1f Sourcea: (B, It. 291. 
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and levenl mlnenla, accompanied by price inere ... (table 3), allowed 
countries dependent on their export. to inere. tbeir nomlDll export 
euninp hom tbele commodities between 1960 and 1977 (tlble 6!. De
clines in export volume for rice and filbmell partiIlly offJet tbeir priC) 
plna. Export. of vea-table and animIl flben (jute, 1iAI, wool, and cotton) 
declined during tbe period due, in put, to competition from ayntbetic 

, ,	 TIbI.8 - Export volume ..d v ....... 38 cammodlti., 1180-77 
 , 	 .-Valu. 
Commodity 

Volum. 

1960·72 	 1960·77 19110·72 19110·77 

Plfmrnt chIngi' 1 

Agricultural expom: 

aanan.. 
 S.60· 7.07' 

SMf 4.24' .89' 
4.S8· 	 3.81' 

7.5~· 7.39' 
1.54' .55 19.41" 12.41'Cocoa 	 

6.98' 	 19.90' 13.10'Ccconutoll 8.61" 
Coff_ 1.49' 	 1.33" ".82" 11.32' 

Copra -3.58' -4.22" 1.88 0 .,...r 
-.21 8.95' 5.03'Cotton 	 2.07' 

-7.56 -.13 -1.84 3.54FIshm.al 
-.SO· -2.86' -4.17' 	 2.25'Jute 

4.57'Linseed 011 -4.38' -3.09' 12.88' 
11.01' 9.74'Mlliza 7.31' 4.1" 

Palm 011 S.7S· 25.88' 16.09' 
-3.65' -5.2S" 2.89 1.08 

5.40' 
Paanuts 

13.08' S.70·Paanutoll 2.7S· 2.07' 
Rlee -.93 	 18.7S 12.00-1.70' 

2.93 3.45" 12.10' 	 7.11'Rubber 
-1.04' 	 -3.52" -4.58' .20'SINI 

38.01' 	 23.05' 
Soybe.n, 21.48' 21.41' 
Supr 2.30' 3.14" 19.43' 12.58" 
 

S.44· 4.31'
1.7'0" 1.94' 
Timber 9.41,3' 7.10' 10.43' 9.58" 

Tobacco 

Ta. 

3.~8· 4.32' 14.'" 	 S.•• 
5.24"-2.38 .30 9.63" 

-1.83 -2.84 4.29" .74Wheat 
Wool 


Mln.r.1 ."pom: 

a.uxlte 
 3.94" 	 3.58' 8.59 &.22" 

3.79' 2.48 	 5.87"Copper 	 3.20' 
Iron ora 6.37 8.43" 

.39 -1.37' 2.61 3.24 
7.48' 	 5.87' 

L.1Id 
Manpn_or. 3.S2" 1.39' 4.11 2.90 

7.94' 	 25.08' 17..49"Petroleum 10.25" 
4.8S· 	 15.14 11.94"PhQlPhate rock .03" 


Tin 1.82" .09 
 8.25 	 8.11' 
2.S4" 2.:l:6· 13.81' 10.52" 

Manufectured Impom: 
Ch.mleel. 9.22" 

Zinc 

S.80· 13.12"
 

! Mechlnary 7.20" 	 a.22 , a.go" 13.85" 

5.38" 8.7S· 8.50' 12.95" 


S.88· 

t 	 Omen 

'Slgnlfleently dlff.rent from zaro et a 5-pereent leval of Ilgnlfleenee.I, 1Eltlmllted from. IInNr trend. 
SourCIII: (11,8, zn.I 
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ftbelL 'lbe deellneIln exporta of jute and wool, which 1ft! luler tbIIi·~e 
prlce lncIe .. of 1960-77, Indleate a cIeellne in export eamlnp over this 
peJiod. 

Sblft In Supply Schedul .. of Primary Products 

'lbe mlfts In the supply curYet for traded commodities implied by the 
estimated unit YIIue and tnde volume tren. can be deJived IIIUDling the 
supply function fa divisible Into two puta, a IODl·tenn component and a 
mort-tenn component (21).7 'lbe trend level of quantity supplied (S,) Is 
Illumed equal to the trend level of the quantity traded (Q,). '!be trend 
level of quantity supplied can be written as a function of the trend level of 
own price and the trend level of the price of supply substitutes: 

(1)S,· Q,. " (P"p•. t ) 

where the variables In the supply function ((,) represent time (t), trend 
level of own price (P,), and the trend level of the price of close supply sub
stitutes (P.). Time Is Included 10 that a rate of longrun mlft of the supply 
curve for given prices can be calcu1a~d. Differentiating equlition (1) with 
respect ro time (t) yields 

4, • ex + e(P, - p.) (2) 

where 4" P" p. 1ft! estimated trend rates of change of the quantity of the 
ith product, of the commodity's own price, and price of supply substitutes, 
respectively, e is the supply price elasticity, and ex is a meuure of the rate 
of longrun shift of the supply curve (set! 21 for a derivation of this equa· 
tion). At any given price trend and supply price elasticity, ex is propor· 

8tional to the rate of downward or upward shift of the supply curve. '!bus 
ex Is proporUonai to factors that shift the supply curve such as productivity 
change, government poi!cies, etc. 

Solving (2) for a yields a relation between longrun rate of shift of supply 
(ex) and the longrun supply price elasticity (e) 

(3) 

7porter meuured shiftl in the supply curve of 46 primary commodities 
from 1947 to 1962 (21).
8Al.,ha (III) is the partw derivatiye of the function " with respect to time 
divided by the trend Inel of quantity supplied (Q,). 
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I ISIWDe th.t, for all commodities, the own price and crOll·price supply 
e..tieltiel ... equal. 'ibis Is ~u1V11lent to the aaumption th.t an equlpro
portional inere.. in fl, and fl, caule. no chan,e In IUpply. EatimatH of 
a for UlUmed e valUei of 1 and 2 are mown in table 7. 'lbeae eatimatea are 
calcuIa~ on the auumption th.t P, is 5.77, the median percent price 
Increue for the 33 primary commoditle •. 'lbe median price Is OIed because 
of • lack of speclilc Dowled" of all relevant subltitute.. Where price 
uendl of the relevant IUbititute. are In fact .....ter (or leas) than the 
median, the value of a will be blued downward (or upward). 'lbe Ole of 
the median, however, mould prevent cODilstent biu over the 33 products. 

Tlble 7 - RRe of ....1ft In Mlpply curv.. for 33 commodit... 11180-77 

i 
! 
I 
I 

1 
I 
i 

I 
I 

I 

r 
I 
! 
I 
I 

t 
 

CommodIty 

Agrlcultur.1 exponl: 

SoybNnl 

P.lmoll 

Rubb... 

Coconut 011 

Tlmb.r 

TN 

a.n.n_ 

Tobecco 

Jute 

PNnutoll 

Wool 

8ullllr 

WhNt 

Cotton 

aeef 

Co"" 
 
Coco. 
 
Copr. 
 
RIce 
 
81..1 
 
M.lz. 
FllhmNI 
 
Llnl8ed 011 
 
PNnUti 
 

Mln....1.xports: 
Iron or8 
CoPp... 
a.uxlt. 
M.ngon_ 
PhOlPhete rock 
Petroleum 
TIn 
lI!lnc 
LNd 

':l 
t,· \ 

U 

V.lu_ofQ Ie-1 e-2 f 

PtJrcl1IIt ch.nge ~ 
19.70 j17.99 
a.95 9.12 
7.92 12.:Iff 
7.84 a.72 
7.56 a.02 
6.74 12.14 
15.61 9.61 
5.70 7.08 
1.86 6.38 
1.65 1.23 

.76 4.14 

.40 -2.34 

.30 .30 

.10 .41 
-.64 -1.77 

-1.29 -3.91 
-2.26 -5.06 
-2.34 -.415 
-2.61 -4.14 
-3.02 -2.52 
-3.40 3.29 
-3.74 -7.35 
-4.55 -6.01 
-6.91 -8.54 

9.06 12.26 
9.05 14.31 
4.22 4.88 
3,49 5.59 

.46 -3.97 
-1.21 -10.36 
-1.72 -4.13 
-2.88 -8.02 
-2.91 -4.45 

/
/

/ 
~,/" 

" 
, .~;-;' 

.' 
. -' 



" .." 

~I 

17 

The implication of any other aaumed lupply price elasticity may be euily 
eltimated since the relationabJp Is Unear.5I 

It II ImPQrtant to note in table 7 that commodities exported by develop
Int countries with relatively Iute avenae percentqe inereues In prices 
from 1960-77 (sugar, coffee, cocoa, ftshmeal, beef, sisal, and rice-table 3) 
experienced upward (neptive) rates of ahIft in their supply se:l1edules as 
deftned by the elutic1tiel and estimated price and volume trencla. This 
phenomenon can also be inferred from tables 3 and 6. Despite more rapid 
rates of price inere .. for thne commodities, the quantities IUpplied gen
eraUy inereaed at a alowor pace whicb, for any lupply price elutic1ty, 
Impliea a lower rate of ahIft in the supply curve compared with other com
modltlea. The mean rates of price and quantity chan,e for these leven 
commodities were 8 percent and 0.3 percent, respectively, from 1960 to 
1977. Five mineral commliKllties (petroleum, pbOlphate rock, tin, lead, 
and zinc) also had negative estimated rates of shift in their supply sched
ules. The mean values of price and quantity changes for these commodities 
were 10 percent and 3 percent, respectively. 

The 1argeat poeltlve rate of shift in supply, equal to 20 percent at e - 1 
and 18 percent at e - 2, was for soybeans. ThIs result Is due to the fact 
that, althoup soybean prices inereued ovar the estimation period, the 
quantity supplied by devel"ping countries (primarily Brazil) increued at a 
faster rate. POIltive values 4)f (t were also obtained for peanut, palm, and 
coconut oils, whleb compete witb soybean oil as final products.to The 
mean values of chantes in prices and quantities for these commodities 
were 6 percent and 10 percent, respectively. 

TImber, tobacco, maize, wbeat, and cotton also have poiitive values of (t, 
 

but lower inereues in prices than tl:le above commodities. The mean 
 
cbantes in prices and quantitlel for these commodities were 5.4 percent 
 
and 3.1 percent, respectivellr. POIltive values of (t result becauae the price 
 
chan,es of these oommodlUes are ,enerally below the median price whlcb, 
 
at any supply price elutic1t!r, impliea a poeltive rate of shift in tbe supply 
 
curve. Mean cbantea in prices and quantities for tea, jute, wool, rubber, 
 
and bananu were 1.6 percent and 0.8 p6!rcent, respectively. 
 

5IIt a it UlUmed equal to zero, the e.timate of a i ••imply the trend rate of 
 
change of quantity. It can be aqued that in the very long run primary

prodlict .UJlpI1 eluticities tend to be much higher than thOle derived in 
 
the text. Elilatlcities of 1 and 2 were also uaed in (21). . 
ro Neptive values of a for copra and peanut. could indicate a .hift from 
eXl;M)rt of the raw product to export of rermed producta, oil and meal. 
Tlill it the cue for Senegal, one of the larger exporters of peanut. and de
rivatin produm, which ceaaed to export peanut. in the early leventi.-. 
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The foregoing results indlcate that increases in prices of cocoa, coffee, rice, 
o 	 sugar, beef, sisal, and some mine1'l1l from 1960 to 1977 were lIIOCiated 
 

with restrictions in supply of lone fonn or another. Thl!le restrictions were 
 
due, in part, to govemment policies that managed suppUes or to lower 
 
production. Five of these commodities, cocoa, coffee. lUgar, petroleum, 
 
and tin, were subject to international agreements of ont! form or another 
 
to control quantities traded during this period. II 
 

Lower price increases for commodity exports such Il& jute, tea, bananas, 
rubber, and wool were ,~sociated with policies or events that increased 
supplies over time. This result could be due to produCitivity increases in 
the exporting countries or to govere ... ent policies, which shifted the sup. 
ply curve downward over time. To the extent that productivity increased, 
these exporters may be "better off" in that more imports could be pur. 
chased per unit of input employed in the production of the export com
modity!2 For other commodities, in which productivity did noUncrease, 
supply management policies that raise the export e'.Amings of export com
modJties could tw.'lelltt~e relevant developing countries. However, the 
extent to which this is pOi;~!ble depends upon the relevant market struc
tures and demand elasticities ~'f the commodities involved. I 3 

International Terms of Trade Indexes, 
1970-78 

Individual price changes analyzed in the previous section affect the terms 
of trade and the foreign exchange position of developing countries depend. 
ing upon the weights associated with indlvidual commodities in the exter. 
nal trade of each country. In this seCtiOD. I derived international tenns of I 
trade indexes for primary commodity exports and imports of developing 
countries disaggregated by region and income level. I first described the I 
export price indexes calculated aM the methodology for construction. I 
constructed import price indexes for industrial products by weighting the 
individual price indexes for chemicals, manufactures, and other products 	 .' 
by shares in individual country trade (26,27). I provided net barter terms 
of trade for developing countries' commodity exports in relation to import I

i 

11 Edwards argues that the ability of coffee-producing nationa to main. 
tai.·n high priCN is due to the oligopolistic nature of this market, dominated 
by_ a few large producing nations (7). 

fi! 	 12This explanation applies to soybeans as Brazil emerged u a major ex
,,~, 

.~ porter during this period. 

~;': 

/ 13 Brook, Grilli, and Waelbroeck Euggested that price stabilization pro

,,-;.: grams could benefit (in terms of income) exporters of cocoa, coffee, jute, 
j-	 wool, and wheat (4).I 

11;/'-L 	 ,/
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. prices of mlDufactured goods, wheat, and petroleum as well as aggregate 
in\~me terms of trade for each regiori.~ group of developing countries. 

Export Price Indexes 

Export indexes presented in table 8 are Fisher's Ideal price and quantity 
indexes based on commodity export unit values of 35 commodities and 
nine groups of developing cuuntry groups. The 35 commodities include 
the 33 analyzed previously plus oilseed meals and jute textiles. Export 
price indexes for 1978 were estimated by using linear trends to estimate 
export unit values and qUlDtities for mineral products. The indexes use 
1970 as the base year. Paasche and Laspeyres indexes were an intermediate 
product in the computation of the Fisher indexes using the fonnula: 14 

FI'" 
o (4) 

where Po and Qo are price and quantity in the base year, P n is price in the 
given year, PI - 1;PnQn/1;PoQn is the fonnula for the Paasche index, and 
Ll- 1;PnQo/T,PoQo is the fonnula for the Laspeyres index. The Fisher's 
Ideal index is preferred to the simple Laspeyres and Paasche indexes be. 
caqse it compensates for the opposing tendencies toward bias in the 
~peyres and Paasche approaches (see below) by averaging the two. IS 

Table 8 shows that the average of export prices for the middle.income and 
high·income African countries, and the Latin American countries increased 
more (on a 1970 base) than the average of export prices for the lower in. 
come countries in Asia and Africa. However, the quantity indexes indlcate 
that relatively low increases in export prices for low·income African and 
middle-income Asian countries were offset by increasing export volumes 
(compared with 1970 volumes). Low·income Asian countries experienced 
declines in export volume, with the exception of two years, in addition to 
relatively smaller increases in export prices. This indicates that these 
countries' primuy export earnings grew less than those of other devel. 
oping countries. This result is probably due to concentration of these 

14Quantity indexes are obtained by switching the subscripts on P and Q
in each index. 
 
15 Filber'. Ideal index alao satilifies the weak factor reversal test where 
 
PIJQy .. plQI, Pu is the Fisher Ideal price index, QiJ is the Fisber quan. 
tity Index, IUld pi'Qr equala total expenditure in time r. 

.," 

1/ 
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T.we 8 - FW. price .... quntity indexll, 1970-18 

R-eion wid income 
1911 1972 1973 1974 1975 1976 1977 1978 

group ' 
FirhtJr price indexes (1970:= 100) 

Africa: 
Lowincome 88.3 94.1 124.9 162.7 136.4 164.8 207.9 193.4 
Middle income 92.8 95.0 129.1 195.8 181.4 204.3 263.3 275.4 
High income 105.2 117.5 136.5 234.7 270.0 234.0 240.8 257.3 

AsiII: 
Low income 102.7 109.0 116.5 154.4 172.4 151.5 186.1 191.2 
Middle income 85.3 84.1 129.3 196.2 152.9 141.7 152.1 165.1 
High income 99.1 104.5 155.9 224.3 185.5 222.6 248.2 273.4 

Latin A~ica: 
Middle income 94.3 99.1 128.4 167.4 165.2 220.4 332.5 303.7 

High income 96.2 107.0 148.7 194.3 187.7 201.9 232.2 229.0 
Petroleum exporterS 121.1 132.6 182.0 599.1 633.5 640.1 787.8 850.1 

Fisher quantity indexes (1970 = 100) 

AfriCII: 
LOW income 101.7 104.4 116.6 112.1 110.9 128.6 103.4 115.6 
Middle income 91.5 100.6 103.3 99.9 93.5 110.5 90.7 87.9 
High income 98.1 114.8 127.5 122.1 105.8 120.0 1165 115.1 

AsiII: 
Low income 98.7 99.0 103.3 96.t 102.1 116.6 100.7 97.1 
Middle income 114.6 119.5 113.7 116.2 115.5 163.0 180.0 137.2 
High income 94.8 95.0 107.9 97.6 98.3 132.4 114.5 120.2 

Latin America: 
Middle income 94.9 113.0 105.7 95.4 111.5 103.2 98.2 112.7 
High income 95.3 100.9 99.7 99.5 97.8 102.2 106.9 103.9 

Petroleum exporterS 99.7 96.' 146.6 133.6 120.0 139.0 125.3 136.1 

'Estim~. 
Sourc:a: (B. 11. lB. 28. 29), 

eountzies' export commodities in tea and jute, products with less growth 
in demand in the 1960-77 period. 

Pusche andLupeyres {trice indexes are of interest because differences in 
the two indexes show the relationship between price and quantity changes 
(table 9). Both indexes are aweDgeS of identical commodity price ratios in 
each deYeloping COUDtty groap which differ only in the weights.-igned to 
each. The Lllpeyres indexes.ago hue year (1970) quantity weights to 
the price relatives, wberea5 the Paasche index aIiIi«ns given-year quantity 
w.tL The Pulehe index thus gives more weight than the I.aspeyres to 
eommodities that inere.ed in quantity telative to the avenge. A I..aspeyIes 
index higber than the Pusche index indicates a shift in quantity toward 
eoounodities that rea in. price. U the PuIebe index is bigber, there was a 
Ibift in quantity toward thole commodities that rose in price. A higher 
LIspeyres index suggests that substitution (or changes in supply condi
tions) were of predominant importance over the period, wbile a higher 

i~.--...----....--~ 
I 
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Pusebe index implies that cbanees on the demand lide were a Itron&er io
 
nuence (16, pp. 85-86,. 
 

Four IeIiODal income po.... of deftloping COIIIltries bad inClealing tands 
in the Iatioi of LaIpeyns to PuIebe price indexes (for example, LaIpeyres 
priee indexes are IaIJer than the PuIebe indexes) over the 1970-78 period. 
1'beIe IfOUPI are the Iow- and biJb-ineome African COIIIltM, middle
income Asian countries, and middle-ineome I..tin American countries 
(table 9). The poIitlft tands indicate the IUbititution effects that would 
be expected on tbeoretieal pounds, that is, a shift in eODIUIDption toward 
commodities with IlDaller price inClNleS. 'lbe negative price~uantity 
relationlbiPl indicate that ebanges in IUpply conditions for the relevant 
commodities were more pledominant u..n demand clwlges over the 
period. The middle-ineome Asian countries (dominated by the Philippines 
and Thailand) experienced the Iaqest increue in export supply as indicmed 
by the FiIber', .... export quantity index. These countries abo experi
enced relatively small inc:Iases in export prices. 

,.,.'
T.... - UIpeyra ..... '-heaport price index., 1170·78 

Region 8IId income 
 
group 1971 1972 1973 1874 1975 1876 1977 1978 
 

LMtwyrtfl price index~ (t910" tOO) 
AfriCII: 

Low inco.- 88.4 93.8 126.6 168.6 140.5 171.9 225.4 209.7 

Middle income 92.3 94.6 128.4 183.3 
 178.7 183.5 259.4 252.9 
 
High inco.- 105.8 119.1 139.5 246.6 
 292.0 247.4 250.·. 266.8 

Alie: 
Lowinco.- 103.5 109.5 116.0 155.9 169.6 147.3 186.5 190.5 
Middle inco.- 85.8 85.3 131.0 199.1 151.9 152.6 164.5 202.3 
High inco.- 98.5 104.2 153.8 221.9 178.4 213.2 246.5 259.4 

Letln Amwica: 
Middle Inco.- 94.6 98.8 128.1 175.3 171.6 226.5 345.0 314.7 
High Inco.- 97.2 105.9 150.0 191.2 182.2 199.2 235.7 217.2 

Petroleum exporten 121.2 132.7 181.5 598.7 634.4 639.2 895.3 853.2 

PuIche price index~ (1970" tOO) 
Africa: 

Lowinco.- 88.2 94.4 123.1 156.0 132.4 157.9 191.7 178.3 
Middle income 93.2 95.5 128.8 198.3 184.1 227.5 267.2 300.0 
 
High income 104.6 115.9 133.6 223.4 2•.7 221.3 231.5 2...2 
 

Alia; 
Low Income 101.9 108.5 117.0 153.0 175.2 155.8 185.7 1IU.9 
Middle income 84.7 82.9 127.6 193.4 153.8 131.6 140.6 134.7 
HiIh Income 99.7 104.9 158.1 226.7 192.9 232.4 250.0 288.1 

Letin A~ica: 
Middle income 94.0 98.4 128.7 160.0 159.1 214.4 320.5 283.1 
High income 95.2 108.1 147.4 197.5 193.5 204.6 228.8 241.6 

Petro.....m exporten 121.1 132.4 182.6 599.5 632.6 641.0 892.5 847.0 

Sourc.: (8. 11. t8. 28. 291. 

---~_J. 
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Two IJ'OUPI of developing countries, middle·income African and high. 
income Asian countries, exhibit a declining trend in the Lupeyn!l to 
PulChe price index rSio, which indicates politive correlation between 
price and quantity. The main influence on this reiatioDlhip found in the 
high·income Allan countries (dominated by Malaysia) appears to be in· 
CIeaIeI in demand for exportll of palm oil, petroleum, timber, and rubber. 
'lbl~ poIitive correlation between price and quantity in products exported 
by middle·income African countries appears to be due, primarily, to 
inel'eNes in demand for mineral products, for example, phosplWe rock, 
bauxite, ad petroleum. 

hltSChe price indexes greater than LupeYftl price indexes since 1971 for 
the high·income I.tin American countries are due to increases in demand 
for l!OybeaDI exported by Brazil, which emerged .. a major exporter in this 
period. Paa&cbe price indexes greater than Lupeyn!I indexes I!ince 1974 
for the petroleum-exporting countries are due to increues in demand for 
petroleum. Puscbe and Lupeyres export price indexes for the low·income 
Asian countries are relatively close in value which indicates more stable de· 
mand (and supply) for the exports from these countries, primarily jute and 
tea. 

Intemationll Terma of 'I'rIIde 

Net barter terms of trade of primary exports (FISher's Ideal price indexes) 
to manufactured imports, petroleum, and wheat prices for nine regional 
income groups are shown in table 10. Import price indexes for manu· 
t.ctured goods were obtained by weighting unit value indexes for chem· 
icals, machinery, and other manufactured goods by the percentage of each 
in the total imports of manu!actured goods of each country from 1975 to 
1977. '!be unit value indexes are Purehe indexes and are explelled f.o.b. 
'!bey may understate the true costs of DWlUt.ctured goods by omitting 
costs of transportation and insurance.'6 The import values of wheat and 
petroleum are cost plus insurance and freight (c.i.f.) and thus include the 
effects of changes in costs from transport and insurance. 

Net barter terms of trade changed for developing country depending upon 
the countries and import commodity examined. All developing countries 
suffered a decline in the terms at which their primary product exports 
exchange for petroleum imports. Higher prices for petroleum products 
are obviol!Sly the result of the success of the Organization of Petroleum· 
ExportiJig Countries in setting international prices of oil by restricting the 

16 Failure to include transJ>Ortation and insurance charges will not affoot 
the results provided that these costs did not change over time. 
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T..10 - Intarnetionel ..... of trMe. prn-y ccmmodity exports for 

............----.....Mel wheet itftparta. 1870-78 
Region and Income 

tl/'oup 1971 1972 1973 1974 1975 1976 1977 19781 

Pftrol.um rem/I of trtfde "910 - 100)
Africa: 
 

Low Income 
 86.4 67.8 69.8 28.2 21.7 24.6 28.3 23.9Middle Income 68.8 68.5 72.2 33.9 28.9 30.5 35.9 34.0High Income 79.1 84.7 76.3 40.7 43.0AIiII: 34.9 32.8 31.8 
Low Income 77.2 78.5 66.1 26.8 27.5 22.6 25.4 23.6Middle Income 64.1 60.6 72.3 34.0 24.3 21.1 20.7High Income 74.8 20.475.3 87.2 38.9 29.6 33.2 33.8Latin Am.-lca: 33.8 
Middle Income 71.0 71.4 71.8 2!l.0 26.3 32.9 45.3High Income 72.4 77.1 37.5

83.1 33.7 29.9 30.1 31.6 28.3 
Manuf.ctuffJI term. of trade (1910 = 100)

Africa: 
 
Low Income 
 82.5 80.4 68.5 91.9 67.2 81.5 95.8 80.5Middle Income 86.7 80.5 90.9 110.6 89.3 100.1 120.7High Income 114.798.3 100.4 96.8 131.8 133.0 115.8 111.4Aile: 107.2 
Low Income 96.0 94.0 82.6 84.8 84.1 75.0 86.1 79.6Middle Incom. 78.9 70.7 90.4 110.8 74.9 69.1 69.1High Income 68.891.8 87.8 109.8 126.7 91.4 108.6 112.8 113.9 
Middle Income 

L8tin Amerlce: 
68.1 84.7 91.0 92.0 80.6 108.5 153.2High Income 126.589.9 91.4 105.4 107.3P8troJeum exporters 111.1 110.5 

92.0 99.4 107.0 95.4
127.3 346.3 313.6 310.7 354.8 354.2 
Whut rem/I of trade (1910 ~ 100)

Africa: 
 
Low Income 
 84.7 89.8 73.4 
 58.0 49.0 68.0 99.6 90.0Middle Income 89.0 90:1 75.9 69.8 65.1 84.3 126.2 128.2High Income 101.0 112.2 80.3 83.7 97.0 96.6 115.4 
Low Income 

Asia: 119.7 

98.6 104.1 68.5 55.0 61.9 62.5 89.2 89.0Middle Income 81.9 80.3 76.0 69.9 54.9 58.5High Income 95.2 99.8 91.7 80.0 66.6 
72.9 76.8 

Latin Am.-lce: 91.9 119.0 127.2 
Middle Incom. 90.5 94.6 75.5 59.7 59.3 90.9 159.4 141.3High Incoma 92.4 102.1 87.4 69.3 67.4 83.3 111.3 106.6P8troJeum .xporters 118.3 126.5 107.0 213.6 227.6 264.2 377.6 395.6 

'Eltlmated. 
 
Sourca: (11. 18). 
 

volume eacported in relation to demand. The decline in the primary 
product:petroleum price ratio represents a transfer of income from the 
developing countries to the petroleum-exporting countries. 

'Ib~re hM been no clear trend in the net barter terms of hade indexes of 
prinwy product exports for manufactured goods and wheat. The terms 
of trade of primary exports for manufactured imports tor the low-income l
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Alianand African countries appear to have declined from their 1970 
values. 1'h1I indicates that these countries experienced a decline in the 
purcbaIinJ power of their exports in terms of manuwtured imports.1 1 

Thus a higher volume of exports was required in 1978 to purchase the 
l&JIle volume of imports of manufactured goods as in 1970. 

The biJb·income.AIian and African countries and petroleum-exporting 
countries, however, improved their terms of trade of primary exports 
for manufactured goods compared with the 1970 values. Tbis indicates 
that th.. countries increased the purcbuing poWEr of their exports com· 
pued with imported manur.ctures. Tbe primary product:manufactures 
terms of trade for the middie-income Latin American and African coun· 
tries appear to have declined from 1970 values during the early part of the 
estinWlon period and then increued in later yean. The primary product: 
manufactures terms of trade for the high·income Latin American countries 
fluctuated from year ~ year . .1 

Table 10 aIIO shows a decline in the primary product:wheat tenns of trade 
ratio during the early part of the estimation period for all developing 
countries except the petroleum-exporting countries. This result is due to 
exceptioDally high prices for wheat experienced during the 1973-76 period. 
The declining primary product:wheat ratio for mOlt countries supports 
the developing countries' claim that commodities exported chiefly by the 
developed countries (such as wheat) enjoyed stronger market conditions 
than those exported by developing countries (23, p. 18}. MOf>ll i~'lpartant, 
a decline in the purcbasing power of the developing countries' primary 
exports in terms of wheat indicates that developing countries wiD have 
further difficulty in financing grain imports if the downward trend contino 
ues. It is important to note that the decline in the primary product:wbeat 
price ratio was revened in the latter part of the 1970·78 period for mOlt 
countries. 

Income terms of trade pmented in table 11 indicate the change in foreign 
exchange earnings or capacity to import from 1970 VIlues. This index 
takes into account volume changes as weD as t'rice changes. The indexes 
are calculated by multiplying the indexes of net barter terms of trade by 
F'lIher's Ideal export volume index. When primary product prices have 
declined relative to manufactured goods and wheat, this decline is often 

11 Although the purch:l'>!ne power of export. baa diminiahed. an increale 
in productivity in 'the eXP.Ortine country could result in an increue in the 
purchasing power per umt of input. Thia ia estimated u the product of the 
net barter tenu of trade and a productivity index (double-factnral term of 
trade). 
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..-..or:.::,"-me 1871 1872 1873 1li7. 18715 1878 1877 18781 

Int:tIIN ,."",of".. for __t (1910 - 1OD) 

AfrlA: 
L_lncome H.3 83. .15.7 M.o 15C.3 87.& 103.1 1OC.1 
Middle Income • ,.& 81.3 78.. H.8 10.. 84.& 11 • .& 112.7 
H.... I_ ••1 128. 102.. 102.2 102.7 1115.9 13CJ5 137.8 

Au: 
~I- 87.3 103.1 70. 152.. U.2 72.. .... .... 
Middle Income 93.8 H.o a • .& a1.3 U'& H .• 131.3 1oe.& 
H.... lncome 80.2 8... • .0 7a.1 e&.& 121.7 1315.. 1153.0 

t..tln Am.-lA: 
Middle Income H.o 107.0 78.8 15... ...2 83.. 115• .& 178.. 
H.... I_ ...0 103.1 87.2 H.o ...0 815.2 118.1 110.8 

PMro....m .xpon.. 11 • .0 121.7 1157.0 2815.& 273.3 3I57~ .73.. 15••7 

lneon.. ,."",of".. for mMut.ctu1Wl fIODdI 
(191O-1OD) 

AfrlA: 
L_lncome ••.0 8 • .0 103.3 103.0 7 • .& 1015.0 ".1 83.2 
Middle Income 78.. .1.1 83.. 110.& .3.• 110.& 108.& 100.. 
H ..... lncome H.5 1115.3 123.& 1.,.0 1.eo.8 138.0 128.. 123.. 

AU: 
L_lncome 8 • .8 83.1 815.3 a1.& 815.8 87.5 8 • .8 77,3 
Middle Income 80.& a • .& 102.. 128.. 8••• 112.7 12• .3 8... 
High Income 87.0 83.& 11a.& 123.7 80.0 1<l3.8 128.. 137.0 

t..tln Am.-lca: 
1.2.7 

H.... I_ 815.7 82.3 ~015.2 1015.. 80.0 101.7 11 • .& ".2 
PMro....m .xporMn 110.8 1015.2 1a••7 ..2.8 37••• C32.o ..... 482.3 

Middle Income a3.7 ••7 88.2 a7.7 .... 112.1 1150.5 

1Eltlm.... 

offlet by Inauled export volumes (table 11). This is partlcululy mae for 
tile middJe..lneome AllIn countries and, to. Je.er extent, the low-income 
Afdean countries and' '''h·lneome LatIn American countries (1975.78). A. 
dedIDe In tile net barter &emil of tilde for the. countries did not necel
IIIily Indlclte • decline In the capleity to Import durinC tbiI period. The 
blIh-lncome AfrIcan and Allan countries, and the petroleum-exportlng 
countries appear to have improved tbei1' terms of trade ..well. expanded 
their export volume. 

<'AN:oa, eoffee, lUlU, dee, ............ and petroleum and oiber mlnenla 
ma-d their puidIIIIDJ power NIall.. to lome IDUUfaduftd ,oods • 
well • to otbtr pdawy commodltlellmported by deftlopiq countries. 
Other commodiUle jute, .... coUon aad other tlben dedIned In naau.. 
puIdIIIlnt power. The dIffennceI In price tnndl an due to nwbt 
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Itructwes and lupply and demand pfOlPeCU for these commoditiel. 1be 
diaparity in relative priee lncre. lowered the terms of trade for low
income Allan and African countrietl, but enhanced the terms of tJade 
for hiIb-lncome Asian and African countries and pettoiewn-tlxportlJ1l 
countries. 

Intemational propama deaiped to inere.. the forelp excban&e euninp 
of the developinl countries should be commodity specific, counby spe
cific, or both. Such pl'OlflJlll would represent a refininl of the NIEO 
programs, wblch seek to raise the prieea of many export products reprd
leu of the countries that depend on their export. II These propama 
also can be counterproductive because lOme developing countries import 
other developinl countries' exports (eapeciIlIy in the cue of lUlU). There
fore PIOlfUDl that railed commodity prices for all IUch exports would 

\ benefit thOle developinl countries that exported lOme commodities, };, whUe adding to the forelp exchange burden of other developing countries 
that import those commodities. Because exports of the lowest income de
velopinl countries declined the mOlt in purchasing power, it appears that 
propama that alleviate the foreign exchanae problems of those exports { 

{ ~ have the greatest potential benefit. 
l . .... 
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C, UIThe NIEO p~ama indicate that 10 core commodities are of primary 
~.c 
~: 

I interest for negotiation of commodity agreemelllta; coffee, cocoa, copperl 
l;~. cotton, jute, rubber, 1iaal,'sulU, tea, and tin. Other commodities at ,., I interest, however, are buaanas, bauxite, iron are, manganese, meat, phos
'fr:' 
~!< phates, timber, and vegetable au. (24). 
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APPlndIx table 1 - Country comPCllitlon of ,..lonaIlncom. tIfOUPI' 

Low Incom.: Non. 

Mlddlllincom.: 	 Bollvl., Colombl., EI SlIlv.cjor, Gulltem.'II, H.'tl, Hondur..,
PllrllllUIIV, Ecu.cjort 

High Incom.: 	 Argentlnll, Bllrb.cjOI, B.llz., Brall, Chilli, Com Rice, Domlnlcen {
Rllpubllc, Gu.cj.,oupe, Guvens, JllmlliCII, MII"'nlqu., M.lClco, 
NlcerllllUII, Pllnllmll, Peru,Surlnllm, Trlnld.cj 81 TobllllOt , UruguIIV, f
Ven.zuIII.t 

I 
Low Incom.: 	 Benin, Burundi, Ch.cj, Ethloplll, Gllmblll, Guln .. BI_u, Mill_I, 

MIIII, Mozllmblqu., Niger, RWllndll, SI.rrll Leon., Somllllll, Tlln. fzenIII, Upper VOltll, ZlI/r. I 
Mlddl. Incom.: t

Ango/ll , BOtIWllnll, Cllmeroonl, Centrlll Afr/cen R.publlc, EgVpt, 
Equlltorllli Guln .., 'vory COIllt, K.nVII, L ..otho, Llbllrlll, Mild...... 
Cllr, MllUrltllnlll, Morocco, Nigerillt , 811IIIIIIII1, Sudlln, Togo, Ullllndll, 
ZlImblll 

High Incom.: 
Alger/llt, Gllbont, LlbVIIt, Mllurltlul, Nllmlblll, R.unlon, Rhod.'II,
SWllzllllnd, Tunllillt 

Low Incom.: 
Afghllnlltlln, Bllngl.cj ..h, Burmll, Indlll, Leol, NIIPIII, Pek/mn, SriLllnke 

Mlddl. Incom.: t
Indonlllill , Pllpun N_ Gulllll8, Phlllpplnlll, South Y.men,Thllllllnet 

High Incom.: t
B8hr.'n , Brunel t , CvpruI, Irlln t , Ireqt, JOrdlln, Kor .. Rep., 
KUW.'tt, MIIIIIVIIII, Omllnt , Qlltllrt , SlIudl Arllbl.t, Svrl.t, Tur! 	 k.V, United Arllb Emlrat..t 

'/ncom. groupe IIr. dllfln.cj .. followl: Low Incomll - 0"200 GNP per CllPltII, mid. 
d/. Incom. - t20,.OO GNP PIlI' cepltll, high Incom. - sao, lind up GNP per cepltll. 
tOIl-llICI)O"/"II countr", dllfln.cj .. COuntr... with lit IIIIIIt 35 perCllnt of commodltv
.lCpo" _mlnlll from petro/.um. 
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