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• Comnbutea papt::t pn::.enle\1 JJ we 40th Annu.:l C;nler~::n.:e ul the AustrJtt•m Agm.u!turat 
.tnd Rc:~our(.e E~.uw.;mK S~tc:t'f hdd .It the tJtU'I.C:f}Jt) u1 !vldbuume:, ~·telboume. Au~ltaha 
on February J! 16, 1996 fhe aurhor~ wouiJ h;.e io rh>tnk Prvk~)>Qf B DaAon tor ill!> 

il.:.:.t:.toltl-.e tn the fQe.:r<.:h proJeCt I rom "'!tH:h thl.'> paper t!tnanate> Conur.ent:. J.re wekome .11 
the: ..tboH: .;tddrel-;e:. or b; phone Hlli 351 35S(}. to~~ t02} 351 4953 ur e-tn.Jti 
f JhmaJif$Jgr-(. u!>)'dcedu.tu 

STRUCTURAL CHANGE l~ PHI~LH~PINE AGRIClJLXU)l~': 
A GENER.o\L EQUILIBIUUM ANAI,;'YSIS 

Analyns {)! dwn.s:es m the urdusmal comptlsltwrt vf ccmJQIIiu: CIClh'Jf"Y tstructnr«f 

clwnsc-J is unportmtl for mjormed policy makltlg Sm:h .dnalys1s t.cm b~stlu 
undcnakell usmg n ccompmabl< gmeral equltilirmm tCGEJ Jtl'l)dd. CGE mvdds 

recognise iirrks anu:ms tntfu>'lrtes tznsi11g from tlzctr roles iJS: conswners o[one 

(liiOtJ:er's. pn1ducrs a11J /rt.ml llletr compelltianfor llle cCOiiamy·s usourtf!S. In tiUs 
paper, a detackd CG£ uwJd of rile Plliltppiiii!S zs emplo~ed ta assess srrucraral and 
teclmufo,s1cul cha11ge m Pfttltppme agm:ulture durwg tlu: p.:rivd 1985 to 1992. Tire 

model estimates o} tedmological changtt and other urwbstJ'\'Uble \'atiablesarl.' tlSttd: 

to t:.lplaw Strtlctttml clrange m Plultpine agm:ulturt! and mlu:r s~:crors f1/ tltc 

Pluhppmc t:t.::ow.Jmy The ttl(lCI'Ot!CQrwtmc effects of tlus change an:: also discuss~td, 

Keywords: I:."'tnputable generdl equthbnum, the Ptnbpptncs. structural change 

I. INTRODUCTION 

Thts paper sc:c:J.s to analyse the muctural change tn Phthpptne agriculture as wc:U as the 

Phthpptoc economy m general durmg the penod 19&5 to L992, A detailed Comput::tllle 

General Equthbnum {CGE> model of the Phtlipptne economy constructed b}· Buc:tre (1995} Is 

employed to measure the changes m the unobservable vanables such as technology. labour 

producU\ uy. t~te.s and other struc(Ural vanables whtch Are s.oltrces of structural chang~s- The 

e~umau:s of the:.c vanable~ togetht:r wtth the ob!lervable vanable:. are U$cd to c:xplam the 

structural change m agm:ulture and the Ph1ltpptne economy 

The paper 1:. organued as follo\lis. Background tnfonnauon on Phihppinc agriculture as 14dl 

as the rc>t of the economy ts provtdcd m the next secuon A gcner.'l.l dc:scnpuon of the model 

U}.ed m our analysts and the 1.btabaioc as wdl as the methods and procedure.s. used 10 

~:on~mucttng the lustoncttl data i.!Ild the sunulattons conducted are dtscu:.:.ed subsequently. The: 
rnacroccononuc and secroral u:suh~ wtth emphasts on agncutture and the policy tmplu:uuon:. 

of the anal}'iots are presented pnot to condudmg i.'Omment!>. 

II. HACKGROCND 

Togdher wnh fishery and forestry. agnculture comnbutes a large proportton. to the ~ro>~ 

domesuc {GDPJ of the Ptnllpptnt:s As :.ucb. 1t Ill the rnam source of employment In n:cenr 



yeatS.l!owever.!!lllploymc:nt m tJm, :.ector lta.s ~tcadJiy dcchnt!tl In 1985. tt.1r c,xumple. 512 
percent of the workforce found ~mployment m agncuiture. fi:.lu.ay and fore:.try. tn l992. tht: 

:.eCLOf~ empk1yment llh:tre was 45 3 per-c,~nL The non-agnculturnl .,ector. compn:.mg uuntng. 

manufuctunng. con:>trucnon and ;,cn••ces. has mcrensed tls slmrc from 48.7 to 54 7 pen:cm 

tmm 1985 ro 19tJ:L 

These changes .Ut' rdlecxed m !>ectoral outpuu., ln Table 1, we :.ee that the l>ectoml shares 111 

output<Jf Agnculture. fishery. t'orestry and Industnul!lectors were down fmm theu 1980 and 

1985 Ievell!. These two maJor sectofl> J>upply 55 percent of the demand for domesucally 

produced conr:.umpuon _goods Ti1c share of Scmceb sector mcn:ased from JS 98 percent tn 

1980 tc. -lO 35 percent m !985 and ftnally to 4:!56 percent oi GOP 111 l992 Par.tdaxscatly, m 

':>flte of the tndusmahsauun dfurt ot the :govemmenL the .:.han: of the mdustn.tl :.~:..:tor 

dcdmed from40 ):! percent m 1980 to 34.94 percent m 1992 These structural change.s are 

ret1e~:.·uve of .ne U1anges m pohclc:l>. external !>h~k_., and other e~:ononuc factors affet:Lmg 

pruducuoo. to~umpuoo, mvestment and lhe !oretgn ltade ot the Ptnhppmes 

An analy~1:. and unde~tandtng uf btructuml dumge IS tmportam m the proce~:. of pohq" 

making Although pohcymakers rna) hi!\ e the best ot Jnte!lSIOns. the set ~;.lt pft!!>crlbcd pohclt:> 

IDiiY not be optil'nal for example. a pvtJcy of mere;bmg mntb {JO tmpon:. 1Jf ~:orn tu pnlle~t 

local com ~roducttoll benetiL> cern producer:., but penah~e:. ~.urn u:.c~ parth.:ularty the 

h~e!otOCk. r.ul:it:rs 111 terms uf h1ghcr cum pn..:e!. With tughcr mput pm:e:.. hvestvd~ product-. 

1.\vuld abo be more cApen:.n-e thus r.u~mg .:;o:.t:. to focd proce. .. :.ors Whether the benefttl> 

gatned by the: proteCfed sector frum tantf protection \IUtWe1gh the CO!IC!I ro other mdu:.tne:. ts 

an empmcal que:suon and obv1ou:.ly has to be analy~ed m a mulh·)ll:!ctornl W.J} Que:.ttun~ ut 

1tus :.ort can be suuably analysed usmg a pohc; tool that ~an capture the !mkages ot vanuble .. 

tn an t:ctlnomy-wHie context Ttu:. can be hamHed by mulu :.ectoral computable general 

equlltbnum model CGE mo-Jeb are denved lmm mtcrocconvuu~.. •)pUmt:.atJon theory with 

~;onsldetabte ammuon to mdntdual behavtour Detailed sectoral anulyM!\ t..m .u .. o he 

mcorporated Into ;t CGE model 

An .Utt:mauvr: method t!l to u3e u macnl!!t:onomu; mudd Such model.!~. however. ate ba.'\e~ on 

aggn:g.nc: br.:havnmr wuh rt:hllnt:c: pf.11:ed 1le<J\ 1l}' on ~:orrc:lauon~ found m ume lleflt~ ~~ 

cggr~gat::d datJ They rely on macrueconometm: thc:ory m dmo)tng wh1ch vunubk:. tv 

mdude m cquattun~ MacrueconomeltiC mudeb brob: down emptrJ.;alty Ill the: 1970:., m pan 

Pel.<iU!>e the; tdled on data pemxh 111 1.\htCit event!> :.uch u~ :.upply !>hocu wetc rela1111ely 

ummp<Jftiifll Thel>C: model~ perform po(1rly 111 the tace uf :.hod~!> thilt wen: not m thetr 

e:.WII.JtJOn pt:nod or '\\hen thert: .ue uuutftc:1rnt data .Jh!>CfV<~IJOlu Moreover. 1! a proper 

under~tandmg ul. 3tm-.tural l.;h<mgc: 1~ de~tred. l.ii:U.l Jl the sectoral kveiJ>houfd ~ con!t!dc.a·ed tn 

the mot.lel. 1'ht::.~! dc:tails cunnm be mcorpormed mto macroecunumemc rttllllt:ts m.:rs~i11g lllr: 
underlying sources of stmctuml v--.trJauor\S. 

While lhere are c.:.~1stmg Philtppme CGE modcl.s. they are not capable oi prov1d~ng a deta!fed 

stctorat analySIS of stmcturalchange. They are too StTUtlto be ublc to handle !:ipcctlic mdu:;try 
policy. Most nre illustr.ttr'.'c m nature. They are also destgned fur comparative !>laUe :maly;;,s,· 

Moreover. Phihppme CGE models :tre not C".Jpablc:: of measuring cilanges 10 unobservublr;: 

stn1ctuml variables. 

Another madequu1..-y tn studu:s pcrtammg to structural change tS the failure to incorporate the 

effects of unobservable variables suclt as technologu:at and taJ>te change. Warr und Co:<ht:ad 
( 19931. for example. estimated that over the penod 1960 to !98-+. 30 percent ofgrowth inpt:r 

cap1ta output 10 the Phihppmes was du!! to tt:chnicul progress 111 ugnculturt:: ;1lonc. Clearly, 

these vanubles have to be taken into consider.lliOn in the model espcct<illy for fore!iaStiilg 

purposes. 

Ill. AN OVERVIEW Ot' THE MODEL 

11u: model was constntcte:d by Buetre ( 1995). It t.s more dL;;aggregated and more flextbte or 

Ul>t!r fncndly than other exisung Pluhppme CGE models. 1t has forecasting capabtlity and can 

produce. an updmed general equtlibrium database. The c:ore on wh1ch the Philippme CGE 

model was bast:d JS the ORAl~ IF modeJ of the AuswJ.lian economy devdopcd by Horridge ct 

al { 1993). The core modd was modttled and other equ:mon£ were added to permit the 

quanuficatJon of changes m unobservable:. structural vanubles. 

Th~:rc are 59 tndustncs m rhe model producmg 59 commodltu:s. The formulauon m the 

productton s1de of !he model allows the mdustw:s to produce more thao on!! commodity. Thts 

fcmure reflects the produeuun structure of most of the Phthppmr.: mdustnes wh1ch are usually 

lntcgnued {that IS, a food manufacturer also produces hvt!.stook and crop:.t. The tran!)formauon 
functJon pernUts the mdu!ltnes to change the! output rmx when relauve output pnces change. 

1l1e compostuon of mdustry out putts retlected m the make IU'..!tn.t. 

Producers are assumed to be pnce takers both for their outputs and mputi The mulu-mput, 

multi·Output producuon ~ystem m wluch each mdustry can produce several commodme.:. t:. 

kept munagcable by the :t.ssumpuon of Input-Output separab1hty Produ;:ers ;~re assumed to 

'There a.s a dynamiC mmlr;l constructed by Go ( 1991 ) for the Phrhppmes Huwnc:r. II c•m 
only forecuslthe valuc:.s of aggregate varwbfcs. 



.,;boo~ then outpul rnt;t;e~ to llli!Ailtnse rcvc:ouC- ~tUbJeCt 10 a CET transJonualtOn tuncttotl. 

Produeefs ar~ -.r.bo J~~ume.d tu mmmu~ eoiitli )Ubjcc:t to a ~llllSlant-rctum:Ht>·~calc proJuc:tlOll 

tunetwn W.tth .t ~ne~ of L<onur!i/CES UI!Sb 11\1: Uc5tmg speetficanon doe) not aUow 
:.ub::.tlllltltm bdwcc:n tnpub ur thffc:n:rn .;ollmtochty c:uc:gvnes df bctw-cc:n produced tnput~ 

pnnocy fru:u.'lr~ u.nd "ulht:r a>~b" SubM!UlllOn 1akes p!Jce bc:tw::c:n aJtc:maltVc $0Un;e.s Hh•u t:>, 

dumbtteaUy produ.:cd _goodJ> and UllponsJut produeed tnpcts. of .l g~ven-commodit:; category~; 

and bet\\ecn .-:ggreg:.nc: iaoour Hi CES combtnAtton ot labour of cwu typ<.:H. c.apu:~-1 .J.t\li 

o~-gm:ultural tand. Hence. mpuc -dc:nands ;ue ftmcttons of at-'UYltY "'~tabll:s and ot the n:twve 
pncc.s of sub>uuuable wputs For c:umplc:. the Qcmami fl)t land man mdustl)' !S a fum:uon of 

:the m-d~-uy-) J:Cuvny k\'d and of the pnccs of aggregace labour, capu-;d .lfld jJnd 

There arc: also .$9 mo;~tor!li wh1ch are thc::~lves the mdusmc:s Ea.:h tU'>~:.tor nm\un~.:. tbe 

~ost of lmpctted at domc::suc mvc:stm~nr gJXid st '·}«I to the CES pt-odu(;uon fun..:ttun An 

equaut:m hnks mdu~U} mvesunent to eilpttm sto.:k lc-eumulauon ..~u~.~v.-m¥ tor tl:te dynarruc.s of 

capU3:l stock aecumu!auon The dynanuc Jecumu!attun -:qu.J.ttOITh JfC:: u:,~J hi gtvc 

rdSUOI'bhlpi bct•,vee.n lhe srowth rateS uf >r.::Ctor·~pecdtt.: .. Jplt~l .,.OJ sr.:(tOt·>.pet;.th.._ 

uw~stment t1o~holds .u-e ~~unled to choose tl:le t:on)umpllOll of ~vmPO:>flt:~ ul dmn~u(..aJly 

proJucc<.i ar.. \ unponed t:omrnodttti!S w maAtffil~ ;s Stooe·Gea."} uulny fun.:uou ),UOJet.I to{~ 

ag-greg;ate·tp ndm~ "otwramt T-\l ma~un..l-'>~ 1.mtny !>UbJCt:l tP the cJ.pendrtuce .;on~uamt, 

households n runusc the c~t •Jf <>bta1ntng any gtvt::n quanuty vt i1 (!otnpos.lfe ~\nnnl\Jduy. 

J>ubJ"t to tt,; CE-S ttlnttlUJU wtneh dd'i(u: the .:om,..h..ff!:> Th~. hou)Ghofd t.fetnaud~ fur 

!>outcc~~{l<ctfi, .;.o.uunudtUt:~ ;ue !unCtions uf the demand~ fur the rdehmt ... iJtn~Hes iiru.f of 

~llUO:c·o${)!:.:1fJ ~omtnQdlf1 prtce; Tbt ~·t..unpusue l.:ut~tue~ .:if~ CES ~mbm.:JHt>n!> ot 

>vuru: ;;;p.:~lf. commudH1es. the :lt.tmc 14-ty ~ 4gg,egatwn <tj. ut uttetmt<h.tie mput anJ 

tll-\:t~uent den mds Hcuce. huu~n~;i\1 Jeroantt; fm •. ;mn~e- ~vnvnoJJtte) .an: tun-.:twr111 dl 

thr.: il!8!tgate (. !J<fldJ{Ufl: {e\'d J.Uld ut tfie ttf~ttirt pru:~a ul the <..\JSOOU.tdl!~ 

The tmctgn ~ ;ut tl toodeHet! sn il ""oilY d~ tvlhc ~ma!J Gwtttt} J;~~umptW'fl h.11 t:-'-f-K->tt~ • ..t 

.tle;nbJhlr or .xpon pn~cb t) pH:n allov..tn,g liown~.lfrl :.k•purg ~:xpvn Jemand .. ut'.·e11 tm 

wnc ·-- .nwdrue,. Tlut~ t!i done \-l.:t the ~')tgnment •.tf c.\pun tl.t~t .. tlte> ~tt J:cm.m.:i h•t 

eA..rmr'~- l~ )Q-ffit: "'onmM11tt~. tile e.w.pon d.u4"tU~ oue ttt.itl\d] ·>t:U..tiler '''hue tvf nant vt 

!fie C't.pur¥ ..:onunudttl~. t.'le e.tport<J>uUJ..!UCS ott<! l.Ut;t: m.tWng t:l-fl'.•£1 Jt.'nt4nd <.Un<-c:: vmua.U;. 

tl.t~ nm. ff~!Ut~ that!•..;f mo:.t t;l;)tl".l'nudm~~ tliC ~!tf'.Ut} vt f"tabppuu; ex:p.>l1:o h.t~ .;\ •e-t) '>Hl<i£1 

dk .. I t.~n c::J.~.nt ~m"e The wppiJ -vi unpurt~ t~ .1~~~me 11~~ h~ pedtii.th ci,nH• I kn~.-t" :h 

pn~~~ .ue t:X\1gea\JU~ Hbaf ~~- tmport r~qutt~:men~ ut l~ Ptnhpp->ne~ ";lr. ~ puh.n~-u .n ,m 

.mhnm..::d quantll) \H!h-vut ;my unpac:t ml uupon pru;e:-.; 

Basu:•V:alu~ pm:es .qn:- ~t vut the 'CQntJ)etltt\'1! il:>!iumptJQit Iht~.t-nQ pll(!!' pf'Qflt$ <::'lrtll¢ ~;ut}e:t{ 

from ~m:m production. Hf\'1-f:litmems c:xponm_g_ or unpomr.g., W\thlhe ~sutnph\lnofll'PJtSrillH· 

returns to sc~te m the mo-def~ prooucuotl' tuncut.~ns for 'urtcnr. ptndt.h:;tmrt .amf .,;:ag~tlt 
furmanorl. thiS tmpbes !imt the b,astc·,·calue pne.-es ol eommod!Ues ,ang the ><Jpp[y {J(J~~ qf 
unus of cnptt:if are tunt:UOtb jUJl"l of tt: refev:am tnput ~nee). The bal>JC~ .. ;~;h.tt:: ptlc.e~ . . p(i 

Jmpom are the: dotn.:sttc•c.-urr-eac)' equn•.:1knts ot the:: forr:sgrt~<.'11tr-ertc}· vtdde· .0 ( Utlpon> 

mclunve of rar!Ifs. Purchasers· ,pner:.s ioc ~.::h of Hie the clou~$ uf ptm:hascrs. ~pr~ucers. 

Utliestors, t\QuS¢hold, ~ponc:r, g_oYetnmc:nn arc- Ul~ .!>ums of ~tc vahlti and iiik$< tlX/!$. 

Commoduy taA.c:s ate tr1:a.ted as mi \'tflt)rtm on bJ.S.-te v::ducs, Setflllg tht:$C pnec-.\c ~qu:d (Ac~r~ 
domcsw.>curretlcy cqumdent of lhtt wadd pnce, lffiJ:..OS~ tile :as~qmpuon thaf no _pure prtJilf.s 
can be eumed !rom cxpomng. 

rhc:: modd JS genet:al·pL'ft_IO:.c It ·~ be u:s.;d to. rsddrt.S$ a wuk ~ge oi policy que.snQfls +tl 

addtuon t1> forcc:t~nng. Among thoe arc r:mff poltcy. employmen{ .md»ther Jabot:r ref:ued 

que!>ttons, teclmo!ogt~t aod t:iSte ciutn_gc. consumpuon. mvt!Stmcnt. and other mdusny .md 

cummVli:t!}'·spec:fic poliCy quesnons, The det:uJ~ of the ~trueture of ihe model lS -r-epre~em~;i 

ny 20 blocks of eqmmons the d.etatl> ot whu:h :u~. foundu:t Bu~tri:i l99SJ For purposes oit1u:~

paper, oniy the- rt:levant equatnms mr as.sessmg ~ltuCil.!r.U c-hange :uepres~ntcdut A~nds.-;\ l 

IV. OATA. METHODS A:;.'\'D PROCEDURES 

rwo ~ets of &tt.: .ue m:eded m conducung th.: suuulatu. ~. tfie general eqtlthbnum J;n::~o~e 

iUld the lu~oneal data. Tile general equihbnum database u compc~d of <lata (rom the t9SS 

lnput·OutpiJI t11ble- vf the Phtbpptne> and pru:am::.ter.> such ~ A.nmngron elasucmcs, 

e!~ttcrtJQ of !liub)tJtuuon. dasucmes of tr;tosformanon. e.'tport el:~!.UClttes. of demand <Itld 

tnH~~tment parameter The d:nabase constru~uon 1s discussed m detail tn Blletle ot199S} Thh 

da~aba~e was upd;tt¢d.po~t Mmulutmn. to 1992 usm_g hiS.toncaJ )lrnulauoa tc::chmques. 

W~ flced lust-uncal Jata h> .:umpute the pcrecnt:tge dtM g_~ .;t .. -::u.1.u • --.nab!~ m tfle modd 

(wm the !9SS ba~~ pen!ld u1; to t992. the year \l.hw ~11: b:n·e tllc W~..:st detatf~d mfutrrr.mon 

ab.mt lbc e ... onum)' The:oe d.Jti: are Justoncal tn the 1>en~e \hal tht:tr le~d_, . .lre afre.::dy kuo\i.n 

but have tM b<:cn lth;-0!-p;Jr.,te.d tntu tbe 19SS. CGE tflrabase These dat:t tnpU~$. ~ould ~ 

m..~. .. :wetonunw.: or )et:toral data MaaQC~.:ononuc dJt.l mdude expentinure~ m: the;: n.ittllnat 

i.l~.:ount~ ~ucn .t) ;~,ggrcgate co~umpuon • .aggregare m:••e1)tmeut. aggregate e.\"fNr4 .uld 

lltl{l<Jttli. and g,uv~mmenl: tvnsumpuon. und d.n:t •.!ll the If respc!Ctn·e pnce -tndtce<:> heeT .:~bie 1 t 
D;.1ta on nattun.ll w~orne utdm.ilng aggregate capital stiX'k, ~Ufllpt:~Jt.tun vr J.:bour .~.nd 

aggregate taxes ate .slso Jmong: tile mact"Oeconumu: vartatde.s. wind< are u~ualf'[ publt~h.e-.:i b-y 

st.tttrdtt:al agenetes, Scetoral d::na he~ Ti.ihtc 3) tn'-lu-de uH.f\15-lf)' and .. -ummt..>dtt; outpmz.. 
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~·~'¢ It 1::.. .;Ul, .iC(~untmg t«tt.t>rentc:ttt that the GDP t:!>lHU>ltb fru:n sm.:on\e >md 

expc:ndllure ~u.ies are equal T u t«oncde the GOP trom mc:ome .tn<.t espeodrt.ure 

~Jde.~ .t tc:chtuc;li ~.h;.:n~e van>tbie ictipnmgc<m ·ftt5 lo ~t ~ .J balam:mg t,a;;nn ar 

~_..bsq.rbct" of tbt!' dttf-CJence betw~en GDP frum illWme and a.peon!:hwre MJe!l ut 

ti'~ ect.lnotny Tite Mgn vi thts te('lmolugtcai <ibattge -.canabie tndtcate!> wtteti\ct the 

"C®nL"'y underg~ o'.·a..Ul tectmufl;)gK . .ll .advaneemenl i.lf 4etenunuon A !k',g:sh'"e 

~•gn md:k::tea m.a ~ gt:t"etl nanoo:rl vutput ~produced \HU! t~r natnJn.il u1put . ..ill 

mdtcatton Q! tecll.'lologle"l prog,te» 

WJ-t.b a v:.:bd ct~w:e w-e ~ft.~ t.no\l.~ '>41uo a.l H:tb~: mJ~!ueGun1.l'W.tC van..tbfc; unu t~ 

mOOt! ~ s1wc~ The v:a!u~ tli .thr:$ ~·;;.;, at~ ..OOv.n m r ahk ; Tlu> gtvez. oum.:te~ r ... r 
te;::bnologtc<~.i dt:wge ~i!ld shifter~ on Ul'iQtnlc::nt. gu"c:rnmcnL e:\p.Jrb .toa HU(XItb l:.wg 

h~t vlt!c~ we ~undm:tcd rracr<~Cr;onQOlK i!fll>:tu:;rl Sttnul.rt~ Tbt) <!> done b:f te..,en.mg 

1fle dos.un: Thai t>. ihe ma:c~onu.. va..11ables. are nvw endU4.,enuul> whdc thl: s!u!te.r, .:u-e 

matie ex.oge.oous .md sh«cked ..,1tb tl~u tr.r4de!~etemuar:J v.thJI'!ll tn pnaupie w.e ,li!.RtlJ ~ 

able to reptl!;ate lt>t! rusu:m<..'a! '<1llu~ ut m.1;:roecoounu~ '<.Ui>thn:~ Thb pr~e~ ~&J.'tufcl am! 

e~piams me; ch.angcs m ttic W;lG'i'<etuou.rru~ MHlt:tun: ()j t'hl: .t ... vnomy H<t\'tng ~•..,.~r<:~IeJ 

Ui~e d':an_!'es uu:o the datah~ 'l.l.e .ore teft '-'tili the que)Ctton oo .,.hc:Utr:t the ~dmat 

.o.Umuleir generated by the model dunng tfii.K.fl.1C'~~ fli~<f~ ,M~iMW~ Ml! I.U~i)tc'l3.t 

""Lm the Qbs.cr."erll)r loov.n )Co;tl:)rai ~n.mge:}> t.in:fQftun • .-td!. tut ~~ >-atwbk~. thctl: .ur: 

:.;.uie d:f[f!l;cne.c~ liiDOilg th~ modd rr:,>ult:. .anli the ~ne.i ;e..tur..>l .. !la.nge:. Thr o;.ue 

re~, 5 that secrurat ~t~ .uc stdl ~~d oo the i'16~ !>¢-.l<o>t.d ~t'..ll:tutt:' uf tt~ ~ .... vn~Jm7 

1~ made 1.1$.lc do the ~k 'i>f plltung tr& i.00\\1'1. .. L.mg.e) .n tt.e ~.:Wt4t .. .tttabie~ , .u m f .tbir: 

;, mtu ltte: modd Tr;e~c: sector:tl \i<:niittUo n.uat. .:~d "'P !~ tt.c ~.-luwn t~Wt:f!.Je~~~liQ.'!HI. 

'>'.all:Jble:. tifJt C.tlUI\pte:. the aggregate ul' me U~l:l <.tlatlg.c~ .n i.<JIT>.'tlti4l!J lfflp..Jfh ;r.u:.f b!: 

~· ru-Uic: i;.nO'JOU ;:ggreg;:~te tmpo~ Wt:: fuUu'il>~ !h¢ loo.lUle rolf•t.....duwg: Ul UU~HJo.;<A'i\.lttr.>. 

~~"tt'.lct:Utai :.unwi!itoru. ~ !llrm.w.c u'lc ..::rumg~ >t:. ufit~~.rtttc:' w ... wt~ hU<.it«e• .mJ 

ta<:;l.f'l.mlm~ u:te ~total li.trut:'tUtui %it'..m_g.<.:::!i Jutu1~ tt~ pen~;.4 iYi!} ~ t'J'-11 

W:!u1e ·.;.'e '.:an lht~U) pr~.eed "">th :>c;.;tut.J:i I">t!>MI'-.11 ,,n .. ul..;:<,<>tl"' ·.:.e ~~.u!ci.! ..,.,~h 

tn;;;u;;.nx...u:ncwu" tl:l~ru. . .tl ~~niut~wn tv t:::;;t fbc .tP.l!t)' >J.f trot: ftl""~i tv r~~·~.;: ~h~ i',Jh•"'n 

ttu~.:rtx:~wnu~ ~·.u~bln .m~ <kb.!t:~ .1n): p:r;;!bt~m m tl:'.1: ft'"'••Jd bd•.;f~ g•-'t~.g mh .. ~.,,~e 

dttatl~ ~tvrK.:ti :~unui.aW!l~> b.p<:f•Ql"lt jfid~411!S. lt.a.! ~' ~~ e.lc~ter tu hni! rl>c !a}U.f'..c •il "' 

pu.tbkm. .,..j~n wt .tre de;:d1ng •.-·at< fe""' .. b.;mge~ illl~41t rll!Jdd' 

'lr.. .:~. tnOdd VH\b 1a 4 • 5 ~q\l..:twn~ ~ ~ 'Jat:: '"'J,n~,~.b!:e~ hml.at~ fvr .m err-qr ~ tt~tfeme:JJ 
JJU.t;;;...!t 

V.,RESULTS 

tttc r¢sults bn(Jwtl m T .abfe 4) are InarnJr c~tumae,) Qf te:cbr~Q!ugy. t:cit~ .;~nd ~dt S't:tt3QJ~ 

Th¢.-.e van~bles rut: constden:d to be $OUrees of strut:tum1 change 

A <:rm:tai asstunpuuo made t~ esumat~ eonsumer pr~t'erenC~: or taSt¢ and lnptlt•sa~ing: 
tQ;tuucalt:hangJe u. untfurnuty across domesJtC conunodtty users~ That Js. lU t::Sttlll!ltc:tfte 

t~Xhnvtugu;.t} ot taste change u'<. we made th¢ ~umpuon. 

.u:, =alu.J=a2.:1_s:=a1t: tH 
w~rc: dCc 1S the: umfonn tastclinput~~v:ing teehnie:al ebang~ 

aJ,,~ _s. tS the. mput-s-a\'lng rechmeul change: for ~\lllltM\fity c. tntndt:l$!rf i (QJ 

current .ptoducucn* 

<l1t·t _1 t$. the mput•P'>'Utl! ~cbnt£al ch:mge for commodtty c ln indu~tcy t tbr 
;;:apml.! ~re;~uun. and 

aJ< t, ta,te dlrutgc t'or 1.;utrunoduy c 

·The abQve ;t~utnpnon means tb.u tur aU tmlustncs. ulpuH:;nng: t~chmcal .thanges (l)f 

JlfUdut:ttun and ca,p~t;~l .:reat1on are the sante Tms tc~Zhntciil ~han~e u at~a eqvat t'l> the 

fivu:.ehuld cbange m ta:.te v.r pn:ienmce Thb me;lW~ Unit whc:n cc,; bk~ a ... atu.: of suy t.V. 

then pruduc;.et • n~d~ liJ more tmn~ ~~ ,.~~rruuoduy c m ptodu.:.e il unu 'Uf .outpu~ Md Jttv.:stur t 

\\.m.dd oe!'!(j ~umlar unus. uf ntpub of l' {>J u~~tc ii umt ot ~4Prtaf Smufady. a htru:>dlvl!l 
>Auuld ta'>e ~~ !..:Q&.\utr.c HJ more uruts ot ~- to ~ttsfy: a ltl\·~o utrhf}' Wdn P'Jst!lll< acc• d.c 

1e.:.bnn;~t dtang~ b mput u:om~ iot produ«1un .md ~apat<~l fmmauun For ~~ru.utnguon. tt 

mean!> that huu~hul\fs· tJntc J:> tuiUed wward& that .:om.'lludtty Tilt!' assumpt~u: w~ made 

n~e~~.uy due tu til¢ ~k uf tn!unnanoo on actual clt'J."'S'l! Ul mpul utttt$aUull by ~t$:S fw 

..:urtent prodt~t.rum and uve:.tnn:nt • ..mtj !he .1b.sc:n<:rvi t:!lmu:mpuunil.:na:fur 1991 

J'r~n:t the sunuhmon te~utts m T Abh:: 4. 'll<l:' can 1>CC th~t a.tnoo~ tile ~~tJC~I ~flUtltld\U¢;,~> 

ttm cnange 111 ptd!tiectwt> for poul~ty t~ tlte mgiles.t. wWt pc:t~emag-:. ch:..tn~¢' ut 39 4:l pc:n..-r,m 

tu!Juwed by fi:\'t'~(l(;k. w1tb p!.:Jr~ltllgc c.h;1nge of l:lll pc~~r.t Tne,;:t~Jnge nt :prdetem,;tts i111r 



tile .Ft~b and {(~fl~ pt:\ldll(;t;t \l~h:4~t! by i! 'i'! pcn:ent l:t r~ p~tlmps: tlMt h\'CJ>tm;:J.;. 

P'iittNllfatly poultrf ha¥~ bee~ ,.aololtJut'Cd tor ttsb The tUQd ;sr.tpic f~4t;iy, ~ tts p.r~l!.m!:nt:~ 

•ffi'*"\)~~tf i)r.u:gtnatt) tJy lob pe«."dlt Tit~ ta:.tc lur Cvm J~flnc.d, uu.h.:aung ~ ldldtmg 

pr~rt:(en~e trom -.:.Q.tlllUWiltds, ~lay The tu!St~ tar S;,u;.ut~ 'lLld CU<w'Q.ottt hav-t~ ifeduled m. 
.;i)c 54 .:nd 35 tlS pcu:~t£. Ce:lopet:ti'"~t} Fur uth:et ~t!tQf~ the pteien:~¢ ful elci:lt'll:.tl 

ur.:~~nm~ry ~the J>-tron_g~ \\-tth the \;atue ~lf t>hte ~>.Vl>:bie 'CtJ.Ul.U tv UB 59 p.!rc~ Titr: ;o.tn:mg 

ho!lll!ftOid preh:ten~ fur tht~ ...:\ll'r".ID!ldtt) may fuvc ~en p~t~tl~>tcd ~ t\>'v tlm)Ut t4~rll> 

h n'!l*ng rti'Utfl~ illlU :h {01! lJilW(!f St.uJ:age th.tt tnggerer.l btg ilU{l\!t'tilhUfi vJ l!ic:..:tn't; 

ge.r.cr~tvn ln tile t1nuCKtoti ~n-tt.'!ti; tt t:> tmtl1btr ffi;.U preh:terJ.~.~ na"t" m~~<ett ;1\\·.ty hum 

~un.f>antmg ~.f\·l.:.C::t l~~ S.in.!Alfg wilere t.J,ltl! dtolU;,!J! ,gt:~'\lo· b} 36 bl p<!t..:eru wbtk ili¢ 

t.Q:mc:: ~lutnpe'J bt 44 t.l6 pcro:m Strong preic:rc:ru..n ~ ~ oo~abk tur Pullh.,bm!f .mu 

pnmmg ~iV:.l> a.~,u.; nwbl produl.:a. ~ f;;.bn..ateli ~ pt:<.Jd~h 

rt~t: tit\tc tor Tublli:.;'-.1 b.u iiccl~ ~'t !i .!4 j:elo;J:m~ s.nu~ .. at\ ~UlhUtftet t;btt.' ;M!ed .IWJ\ 

tti£»'U tieVd'agQ wlm.1t> mciude .ih.vbobc, Hu!a u .lti <ndf\...mun dwt the .hhpm.u hvu'><:!b~1kh 

~n:.umed lc» ut toltJl..~u and .ttt.uooU.. ~tfil:~'> .m~ pctlwp'> -lt:e t>e ... .Jmmg h~ . .llth 

-~~~ r.tlotil<:t di:mngu~hlll" .:vn~lld' rer..l'"w>.U: tl~ t~ ~uWM¢ <:> f~ Uu.:.n:~ ID WM~ 

fur Vn~;~Ing appa:et ana !ootw~ m f•JQ,! tban m P~5 <ttJtJ.ahng d•w.ci poett)a~ ttlt: hhpmv 

~eboi\h ar< b«vmmg toote t.untup -.ur¥rou:~ 

llte >!'!;;<ti.!abie esnptuymem d.:t<l aUuwc.J u.:. ~.,; me.bu:te l.t~ pri.1!ifU..U\>lh ~n \ltli\c rtlfl<' m.tjMf 

tnd~tt} gf~fll> \\ nh ~t'.J:;)C d.li.t \\:e" .l~M!.'mt: ttt.li >iJGUUf prvdu._L¥tl~~ Ul ~.td1 >d fill: 

lntlU-:tU'i~ that bciut~g~ w .t piUlt<.UllU tt.a;ut m:\l~b.tf\> Gil\: ~ M.Ui< rnu" f"--f .tgt,.;.Utufi!l 

tndu:S'WC'I} fu¢ 1:S&mattt~ dt l.Uhouf pt~tn:UvtU~ .ll"t the wtU; ~l¥.JUi.ti<Uft ~"l•ht!M~~ '~ •.tb\rut 

pr-.xrua.~l1l~~ .ue 1n r JbU: .! 

tile C'lti111Aie uf W~t prtJdtr~trHt} lf! iiU dt tfU: ~!ll'A-..UW<.t~ Hl.dU·~i!lh ail: 'I t.>.'li pt>t..cn: [" 

ptui.hn;.c .ot unit tnurc: ut ;.rut.put e.u.:t ut ~ttl! .na~atht~ .t. nw .tg•~>tu~ut<~~ ~ ... tua: •lf:'e•h ,,. r,~ 

petkntlt Utore ut tabuuc lhe iuv.t':.t P<~'-H"<l}' ~"' w nu· mH~ng ..ed.u ''-'"'' 

Cu.n:>:t'fU..:l!;;)n wtJrker~o ~ere .1hw i..tl>~ p!ffllU.,;.tl'rt- wnt. pttldu<.tntH< """t :~t '- .!> pt::.utf 

lt.o~~u>'talJ.,)ll >!OO .. l>'lrul'.iUtitLatrur. ~t~<l1..¢!> ID:'~U~td i' '-it~ ~nt m.,.r.: of~~ k ptut!<~t: 

iSn Wtput ?fudu.\:tf'oll.) g,wu, .UC tlt~flt-%t tu d~ hh4fiilt;li ~U)t .IDU r..:-;1J ~;,,,If(.' ..C!H\,:,"-;. Wftf; 

Wfplit bema; ptvdu .. cd uhlng .: 3 ~":! ?C't.,..er~ h:·.,. vf •abuu: !'Hf:.ti. t~Ut'> u! ,:~ t)Ct,;,.~m fi.t\'t" 

•\\-ti.rl --~ <1~'>eU W ..vmr \\t;;;t.r:tli .. ~tn~ t), i~ ,u,..,_. ltl UK f>illllfl!lttie~ in AU'>tl-.1!14 
Uu.;n .md ::.h.lnuw1.1 • t•.Nl t tuunu ~t..u '11«: Uldt' hi! ttri> ..• ,..,.,,; <tt:t.:hn"iJ dun:ng WSt~H: tu 
~~;$! • 

been e.\pc:rnm~rcd U}' ulh!!! ~crvtet:!a sectors. The ntanuiactutmg ;')f:CtQr C.\pc:tjem;ed ftlM¢'ff 

pruduen"~n:r gam ot 797 pen:ent 

Tbe lr.iUIUon;:l e:tpott crujbo like Cu;,~nut. Banana. Lugs .:lm1 ~thcr wre:.t produet·"' and; Wood 

haf>'e negmtve Qttnwred toretgn dern:md sluits The rest uf the agtJcuhurot xn:dtt~rne:.. p:tV'e 

pusmvc sttHb tn ~:;\port dcmund~ The negauve shtft for Cuconut ma~ ix::due to the p(eScnte 

ut "ubsutut~ m t.~ tmemattouaf market lllay have arTc:.:red !he ®tputllf t~COi."'9fltsLtndU5tey 

We e~um.:ned large shuts tn rurctgn demand tnr exports fl'JntCU • .:ld.!f for Paull!}'. W;act:r 
rr.m:.pun :.t..'fVlCes, M~ceHaneu~ manufacture~ .md Publtshtn!} and pttnhn$ :scr"•'-'el>, tT:!ibfe 

..:;, . n~ .:ommtx.hUd arc not the majQf e:\(Xlrl t.'Ommudm~ m Hl85: Hcrt~::e a.t;ug:e, ')hll't U1l 

the1r <kmand wuutd not .tikc.t thc:.tr mtal share tn expon.s mudi ~\lor¢p~<'l}r~ these are 

~unmiodlUe~ where supply ciasuc:tUc; are 7;maU Hence any farg.e ttlCll!ilS"¢ m thc:Jr 5blft~ 

woold not be trao3hstet\ mto a targc Ulcte<.£Se m suppl:r. W~ 41Sa noted ~ecy ~tnlng ith~tta. i!lt 

·:.t.Jrnc eAport <;unnnodtUc~ hke Te~tdes. Wemng apparel and tootwear. F:rbtr.::utcd mct.-d 

prm\Uet.\.. Ma.:!\mttnc:-:.. Eh:.ctm:~J nwchmc:ry and Tran~port equtpmem 

Chung~s in I mporVDomeslic Pr~f.:renct:$ 

fltt: ~hang.:s m unpuntdotnotu: pn:t<:renec~ an: captured by the vart:tbh: t.wtru- Esmna!Q of 

twtst vanabld tromsunulauon.s !$1W"'ed targ~ p~tttvc: t\4cuts. and afmost tOO pc:rc~nt ncgauvc 

t\l<tSt!l Pata>· attd Cum have larges.t ncganvc tMSt~ uf 99 91 .;md 99 S9 pcmc:nti. respc:..""tivcly 

tTuble 4~ Tins mcmm Ut~ fur Paiay .tud Com. the tmp<m·domcsuc tauu~ are: ~m:lllcr than 

what they shnufd be tW the: ba.:i;t~ ut rclatJ\~ paces or there ~a.. a tWlSt.<lgru.nst tmponed Pul#J

iilld Corn Titt:re a!.c abo vef) sttuug tWISt of preference towards, unported Ltvesu~.k. ?ouitcy. 

F1$b and t\shery produ(u; illlrl Lu£:!o and Othl!f torc:st pn:xtucts Wt!h pustttve \:!lftlc:: of tu.'t~t Itl\:l: 

hlc-.:tttt.~l m<tcluner:-r wnu.:h tli m.: second mos:t u:nport.mf rmport cummoduy aftt:r .erode ott 

t~ 5U SU f."ll:ll.:'trfn value .>I twtsl fJll:illl:s- that tbe obsenc:d un(Nn.tdumr:snc r"auo tor Ele'-wcal 
nust:btnet} wlti gt¢a:tc:r tbatt ~e \¥tluld bave eXP'!!!ted on the b>l:;,ts ot rdauve prt~~ 

interpreo.:d tn anuthet wa} , uu~ nuMn" dmt there t'> .t tWf)t m {.l~U!U" of tmpoftl:d El«-ttit:.U 

m.ti..htflef} 

'"ibe twut '\:anabh:: tt.wbt. src 1 ~ a wun.~ cumpo,.uwu tw~St::t by cumnmdn:) h <ttlvw~ ttll:: 
rnwd tu .cupe wtlh ch:u~- ttl! tmpuru wiutlt .tre not explatncd by unpao: pns:e .:~n~~ A 
lbcmn!tn::ai nlptL\ttlOil nt thiS \aOJibt~ ll> .tnlJueut: t l99Si 
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di;UC:il tL~o:;=;d the t-ei.d es.t;h4ng.e !'<lt~ tv ilP£U"f>Zt:tnte to alkiw 'C':\J)OI'l~ to dcdtnt: m a m4gnu.ude 

:W.ul. ~tn ~~ty the .:u::f.rah!etlcn 

In Tllb!~ b, the ~.etrang~~ Ul se®l'.al .ootp.u~ ar::; pre$1!fl!cd m C uiuum W Thc .:~ng~ m 

liUU~utu:l '-'!lilrib!es .tllat ~b'.ire ttHhe totai ~bange 1n !!Cd:tM.it t:tutput .uc m Cutumn&.l t ·91 

E~ept iM C'ucom:lt Jtid B<Ul~lht, the Qlltpu~ uf th~; agtt..:utiutal mdustry ba>'e gencralty 

espartde4. Th<; dcdlru: m .:ocomn n-:Itput t> mamfy annbutab!.: Ul the ta.steiHlput t~:>mg 

tt<;;!Uli~ai cltange wi'4le tne unf:tvot.* . .tble sfuth m b.u~gn dcJrumd ~nd 3Upp!y .tt: .. ount~d 

m:unl; for me dtdtnc ttl ~ana output A large' proJWIUUtl llf baUill1i1 l5 !!l'.port.:d liU lt tli 

lii!Q~:m-..e lu ttne.tgn detn41ld .:::h~n~~ Fm .:;Q~.-"'nut. unty a small pt ~portum of W> uurput an: 

c:tponcd til~ turm M~t ut tlS- output gOQ to~· du~t uldu~i~ ;u mputs pi.Utlt:ularly to 

food m.mutii<."Wtmg wb~dl ab~Ql~ 91.1 pcteent of tts 1nter.ma.b.!te ntput ~ppt}' lnput :..avmg 

tr..:.>ml"al dl~nge un!(lttunme:t: tres e,, ·. :teu .m uurput -teducmg cfte.:t 'On b.,io.X truUiuinctunng 

These 'l::h:i."l~~ m u-~ tw<;) mdUStnl$ .u:c rehttc~l 

Sunufanvn !~!ts ~how mal UlC mtht un{l{)rtJnt soun;;e ut ~1:turat ..:hungc Ul 4gf1>:tdtme ·~ 

~mptoyme:m i:fld f.lSt:.':lmpur >.t~mg t¢dlrucaf .:u"'oge (f .1b.le 61 The agncuttural ~e(.;tu.fs wlndt 

txnefutt:d moSt irom emf4oyment Me R:u:r~ Corn. Sug~.oJ1le, &aniiua and Otl-.et ~rup!i The 

;suur.::e uf grov.tb !or lwot«:k and Poult£} J), ~telmpw uHng tet:fulu:;1i cllllnge. Cf:mnge:. nl 

~~ prod~·~tt}. d-utneitlli:/lmpert pretefefl<:¢:) and other t~ucwnomK t~t<an tw¥H1! 

llc:~att\\1! 'O:alut;) tJ:.nd lO fedtiiSI! We illllptlt 1ft agOI.::ulU.-raJ ~rulU!>tJW~ 

lt 1:; w-ot'Ul nutmg that tbe ¢~pa.·t:nun tn ti>..e ~rup; ~e..:tur l~ k~" fb.m the grW» niitton.al 

expo:ru:btufe ~ u what t~ c;~po.;!cd tor s~ruts pmdu.;mg \::ummo&tio wu.b 11<},... ~:<.pt u<.idufe 

da~ifJ~:" Tin~ !Ca.l.OtUng lS also tme mt rood m;mufa~;tut~ wh~ 1!'.\piili:>tOO n. t>ni} 4 tO 

~~t H<l"W l8 l'abte: (H Utj;flH:: ol the htgn w.:re.nc: m d!Jttlc>\tto: .:t~orptlun \Vu:hm the 

~gt:u;;U{(Uf;!1 ~1tU, Wflaf .l{J'~Al'l:d tO bt«K 400\o~ tlle ~ltflUC':>Jtt; ~urptmn gt{)Wfh l::O th:: 

lnestPtk ann p.m!try :SJ:~tO!l>. Lne:'>!ud;. ~p.u:..led b} bt 73 pt:ft,;l!Ht wlni~ Puuirr; ®:tput 

~e:.ucd b)· t:.l.l ib peK~nt uo . .,ll b .tn~ 1. Table {H 1hcM: t10>.u mdw.tnct. b~Jth b<uebted 

:;re.lUJ !rum ~mput· .~;.mg tc:drnu..U ..;h.wge .:iUd growth m c:Inpruym~nt ln ,.ti,htwtt tlum 

jl¥U'dlltiU h;::\'J: htft.et nrx:nditure ct.uuu.t~ tluta odtet agnt:ultur,.tf prudu~.;u . ..tfld t.umpar1W 

.... ~ .Uli! ~mp~ :.e-... tut the~e tW'U tr.4u~tnJ:':. .ue ttot: ~~.>n,.tnunt!d b] the b.ut)' <..~t iaml wtu..:h ~~ 

utd~"l tn ;J. 
Tf.ut ~·~ m.n CAp<:ncr~t;:t;! we nu~t captd git>wt!• tn 'iutput t$ TranJ>port c:qurpmam rofk;~ 

!'¥] W<=:;;tnn~ llpp.t.CC:! and h:Jf.,t{Y>Caf And ci«;"Ulk~ UIO!<.iunc:tr Tf.tUl!>JiOft cqutpmcni 'QUlflnt 

~pandd! b) U.l'J 53: P<tt.'cn:t dunng Ufi: penud Hl83. lQ iWl uow lb • .rolumn. HJ1 rtm• ~wr 

b:cncfitt!d mamly from slufts m Jomt!:>nclunport prdc:rem:c~. t.I:.rdtnpJ.H~savmg .icchm~:.d 
change and employmc:nt, 

The c:;<puttsion Ill \\'c:unng apparc:l and .footwear~ the: hecund fastc:~t gr.owtng muu~try. ~ 

attnburabk ro the sh1ft m c.~(lOrt demand wfudt accounted iot ~1 .5 ~c:nt ut th.;; tototi \.illifl~t: 

m Qutptn. Employrm:nr. domi!Suc pr~:ferenees and. taste an: the other maJur ~pun;c:s \lfgrowm 
111 the output: of thts 1ndusuy. 

he production of Erccmcal maehmc:ry lS the tlnnf f.c.rest g.rowtng. acnvtty :and the o:~tufts n1 

toretgn demand and Sllpply domtnate the e..>:p:In:.ton of thts licCtor The mere:l$c tn 

erntlloyment has also a large effect on tts output but 1t 13 only a,quane:r oftliedfcct oUardgn 
demands :md supphc:s. Input.:.<tvtng techntcatchaoge lppc-.tred tQ tx: ;.utoutpubreductngfactpr 

f(lt Elc:crricul rnachinl!ry. The ovc:n1U tncreuse to output of Elet:tncat m:reht[).:ry fS due: to 

mcreased uuhsauon of tts own output il!ld bl:1ng an c:xpoct-otlenh:d ind~cry 

The wor~t pet:fomters dunng the period 198.5: to 1992 are thetn.mtng::mdforc:stry ~e:cror:s~ The 
cmmacuon m output ts most se,verc m Chromium ores whose output dcchtteti by $9,11 

peo:cot trow 13. Tnble 61. Ttus ts an c:xpon onentc:d mdusu:y. huvmg.1l pt.:n:c:nt of us Ot!~pur 
gumg overseas As such, 1t IS very vulnc:rubJc: to dt:mge tn the c."< PQCt demand" Of. aU rh.: 

tmnmg sc:ctors. 1t lS Cold wtuch has the lowest d.:clinc tn outpoL T,le main reason IS Ibe 

pvsmve cumrtbuuun of lastd!uput~savmg teehmca!dunge (column 3). 

Ll!lteimpuH>a.,·tng tecllnu;a! change IS al:.o the mttJOI' factor for the 3ftS3 percent decline m 

output of Logs ant! other foJe.s.t products Seventy ~rcem of the output of tbis sector ti 

consumed as tntermediate mput and .1bout T1 pc:reent goes to tinaldenurtd; For this· n:;s:son. 

the dc:valuauon m column J 1s not enough lO mamfest a posmve growth. Apparently. the m:.11n 

u:.ers ot Lugs and other furest pruducrs are the numng sc:ctors :lnd construction~ both..Qf; whtt:b 

have cantcucted m ootuuu1 3 111 rc:sponse to the deprt!SSed dornc:stic a~orpuon. 

GcneraUy. aU the ~ervtcc:. ~ectol'!> performed welt between 1985 and 199! Lc:admg lht:m b 

the tinamaal :.ervve!i l>ecwrs nombly Bankmg and Non·bank ~n'le<:s. Banktng; serv1ccs lms. 

the hJg.he~·. CXI)attilOO Ul OUtput of s..;,QJ p<!!CI!fll Till~ phcOOU1C:O.ll :g_t};)Wth l.S attfiOUti.ibk {\) 

lhe Jl"·~Wfll tn Clllpio}'Ul!tnl whu:b COntnbutcd 31. lJ p.:rt:c{U, Whdl: t:.ibour ptodi.tCU'nty. and 

J'.f!Ut ~avmg technH:,al change have: l11c1r 'onmbutton:> of 2.2 63 and t:S~ 90 pcrc.:nu.. 

r~p~~tvdy1ruw 47. iabte 6) 



VI. PQl:.ICY lMPL!CATlONS 

0\Ve <>~ed that there lo\".t~:: ..t aet.::nunmun ut iaoottr .pt:.oou.;n"ur m the: ilgfa'lliturat .uu.l 

mtntllg -~et."Wrs d:unt~g .the pctw.J 19&5 to 1'991 tndie;mug ;1 \Urplll!> ill labour ur th..1t the 

dnpln!:ltt4t of i.lboor m: the t.Wii s~.t'W~ u .rn.x '-''Ptlm:ii ~ fun.~r tne;t~ tbo1t the rclatt.vd! 

l~~er rxp$:nun m tbe tn~faettmng and st:t'\c'lCcs ~ur wa~ ttot. ~uiikienr tt:i dfaw the 

~\iS bbour: from :1g.notlture and the; tmnmg ~ors On thl:: ~..rncr w.!c: .Jf the ~mn. tt trugbl 

& t.'lllt a J:actor: tntubu~ tnO'vemcnt f;)t c:veu ;J;tt.~ct bbour u.v.•·~ Ulese rn"' ~«.'tttrs For the 

J~neuttur::ti ~.;;.", unc SIXlOf\tEltal t~.:>..r that may M\'t:: prC"ented the fat~ner~ from nwvtng 

out of agncuhure. t:> thctr ~tUt:~..nt ro t~ung A .t Wt~:) o( bte: Oue other bctor b ilic L~>. k ot 

ru:~~ ruU:o ut the tannc:rs mat w~ ;illo'* th¢'nt ID crunpete OOt!>Wt:: of .Jgn.;uttt>re Tnc 

Cu~p~:ebenstve Agr"...n:m Refonn P.rvgr.~ whh:h <~!rowe.! !he :.nwU fi:-n.nenvle.'l~ w v~~·n 
W:l\h tS anot."id' prQtrabk ixtl)f tfu;t C®mllutt:$ fS itc: it:'.;ken~::. ,·,f fu.-m u.tbouz Ul .£gf~uttW-e 

Ahhoug:b trchnxc.aUtaste ch:lo:l;gC: l:!encf1urd mm:h <lf the ~gocult".lr.n mdu:..tne11. fhcn.: <S. ~ 

.dttlt:n()retWn m the c;.ue of bananJ. .:~am and .:!)®nut O«s trul> ~ Ulst these duer: :.ect.UN

:ife .:.c:gkcted 1n terms vi ruearch ::nil Ce\\'dt.lprt~ent 1 Smt.'e banMHi ~d ~tA.-oout .:re rn.tpr 

cxpon c.r:ttp~. '\40Uld 1Il¢ttt;:sed !'C$e.atdl e.xpend:tturc help me CCvOOn:l'f 1 Or Watdd a pub;;:y vn 

QPQfi pr- 'mouonc be ~ eif«:tlve" As Jur bi!ll;.w.a. .a pub~] toot wdi tru:t~~ e,xpt..'rt Jem.mJ 

.. lil hke1y unprove .output .b mdte.;tezj b;' !l'.e larg= rieg;at.I'H! c:!t~.ct uf expon demand <:~hrU 

Qur ~~udy reveal~ !b.n 111 am~• ot tb: ':>CCtot~ t!:.at ~ <t ~ttlg fw>~" U'l ta\..<mf .n· unpun:.;t 

p:-i:Xl~"a. e.x~~ tile Pci:.ay a.'ld Cum ;."1 me agm:clrur-;:f .;e~ur h tlu~ .:~.:~ay Jue w ;;rung~~ <t: 

pteft{t:!K.e ~r ha:. tilt: Pru:hppmes. <ill>Jwej me ~ g;,l;U;:~ op--..n !ot ;mp~irted. PfW!AtJ> thoru~tl 

uupon ltbo:r..tt~oon·~ Tne: ~g ptefereru;e~ iw: .tmpvned pn,.hK·t:. ~•1i !:t.l;.e .mpht: O!Uum h>r 

t.'le bat:.~.J: uf tn:u:lr 

U:n:ht~ pap;:: "'-c~tej.. ~-at ~~~edt'Ci£ t';)oo.c:. ttu: ~..J"'~:"' "'' ...,nvb-.J:n..t~«: '">il'~il:~ 

lil•~ .:b~~e~ m tl:\.bnuwg;r . .:.uru.t:Ule:l prd~t>::tKc> >ffiJN!'w-.lv~H .. pn:tcntnt-e~ .u~ 1<tuth .n 

c~pun detuoi.'lth Ill t~ Phdtpp~nt'~ We ui<d me et.t<ttw!l:''> .. ,t •t.t:~e \..u't.r~k~ ..n.: ,..tt~t 

oth<:rv::::ble M!W.:tur..U '>:.tn.:bks. t~ ex.pi'.Ut! ttc llldt.fV<r.t.••ttt;mK .u \\1!H .n ~tc.».ll ~tru.ru•;n 

<.t~g.e:. 1'hb c:n~!a.i w. to q~;uu .. iy Ule "-'l'rtflb.1.ltltifb ,,t :..tt>,....;w:.ll *.;n•~~ ,.;t •he '>•mr .. e"' •.tt 

growtll m :.ecU~r.ll ot.tpuh .mJ the c-~..:mumy 

Our esum>1tes of J.Inooservable !>tructur.U vanabie:s. ~how th::u tfla~ J.S. .:tdt:t:atoruuon mll®ur 

productwmes tn ~ru:u!ture. nunmg and other $C:f'\"tees .scc:to~ Expans1t:1n. tn prod~~'lhe$ 

~c: esumatal for mnnuf~ctunng: and most servll!C:S s.:t:tors ~{q:,t. ot' fr~tr:chnu:::;~t'U:,r.:;duni!¢ 

lfi agnculture lS favoUr.!ble \lo~l!h fugb gams ror Livestock .lml Pouftry Stmui:mon'fcilil!:S'~b;., 
dmt the: ffil;)!>"l tmport:mt suurce o.t st."'UCUlt!li change: m a_gncuiturtt fi c:mploymenr ~nd 
t~tdinput s:1v.mg tr:chruc.t! ehangl!. L:tbour produeuvny • ..:hanges m domc:.sncJ-.~1qpun 

pceferc:nc:c:s :md other mac-roeconouuc !actors tend to reduce the ootpUI$ tn: the al!rio:tdtunt~ 

set..'lor For export crops parucufady coconut ;md ban'lna. the· sbt!ts tn e.(pQn dc:;:mds nave: 

targ.e miluettcc: on the1r our puts. 

Outputs m Plnuppme agncuiture can be unproved by gtvtng'i!ttenuon.tofattQ~ eontttbUU!l"i! 

nq,"lltl¥1! .ettecb to outpu1s. From our results:.·~ tS tn terms of tmprovmgJJ.bour producu"'it}: 

macrc.e.eonouuc filctors ~polrote~ un pnc~::s and ex:ch:tilge r.l[et :t.'ld .shfftm:g prefer~n.ce:. 
rowmt!s domesuca.Uy procl'-',c~ goods 
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