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The exports of primary products by the less davelopad countriss (LDC)
have received much attention in the last'few years. Export prospects havs
implications for both commercial policy and foreign aid.

Some of thosevwhb take a glocmy vicw of tha prbspwcts for axperte to
the industrial couﬁtries have recormmandad that the LDC pursue a develcpmornt
strategy that minimizes their import ragquiremects.,  Othar: av - recemr i dad
vhat, the LDC seek to promote the =xpcrt of manufacturca items; in thiz cones
trer LDC asked, at the United Natiomns Conferurnce cr Trads and Leveicpmant,

. that the developed countries giVe tariff preferences to industrial predacts
from vhe LDC. A third policy amplication is *hat tiv: LDU take: stops o
acrease intra-LDC trade. Thess traas eszommscdations prsame
shag ation of existing LDC primary -xpcris 13 dus to
not to. inelastic export supply.by trhe LIC.

Besides the implicaticns fcr comm»reial policy, th- expert prospicts
for the LDC also affect their fut.irz forsigr éid roquirsments.  Oaw way of
calculating ex ante aid levals is oo th# basis of the ox ante differ.nze batwasn

- 1
crports and exports. In this calculation the projected ircreass ic the axperts

1 .
One can also look at the wux ant=s diffuerencs batwedsr investment o

savings. See Ronald I. McKinnon, "Foraigr Exchange Corstraints in Eccromic

Divelopment and Bfficient Ard Allocatior," The Bconomic Jowrnal, 4 Cduao, 19C4),

pp. 388-L09. A third approach is to add up &ll the "good" projects in a country.




of a less developed country is sometimes assumid to asperd on the incrsasz in
its GNP, as it is claimed that exports of primary products will rot =axpard and
that exports of manufactured products can grow cnly if industrial produztion
2
grows. Sometimes foreilgn aid requiraments ars estimatad on ths assumption that
‘ . . 3
LDC exports are exogenous from the LDC's point of view.

Despite both the importarce of LDC exports and th: availability cf
drvailed foreign trade data, there has been remarkably little empirical anaiysis
of the LDC's export performance in racont years. Tha cext Szction briafiy
‘r«viaws past explanations for the obs=rved trends, and the firal Section praserts

some avidence concerning the extent to which the LDC's export earcirgs fror

primary products are beyord their control.

2 .
Ibid., pp. 388,404

3For foreign aid prejections using this assumption, s=ee Hollis B. Charnwry
_ J g > :
ard Alan M. Strout, "Foreign Assistarcs and Ecororic Development", Amer:can

Fcomomic Review (September 1966), pp. 679-733. For a historical analysis

along these lines, see Irma Adelman and Hollis B. Cherer "Foreigrn Ald and
2 b) P)

-———

Economic Development: The Case of Graece," The Review of Economics ard

Cratistics (February 1966), pp. 1-19
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The usual approach begins by observirg that the LDC's shars of worla
2xports has been‘declining. Nurkse, for exampl-, not=d that the psrcsntage
share of non-industrial countries in the Value of world exports declinad from
'35.8 per cent in 1928 to 31.3 per cent in 1957 if the oil exporters ars
included and from 32.2 per ceﬁt'to 2L.L per cent if the oil sxporters are
#xcluded. ‘One gets a different historical picture by comparing alternative
dates, Yates foundsthat between 1913 and 1953 the pcor conninents?“Africa,
Latin America, and Asia (excluding Japan)--izncreasced thair share of world
exports.6

Regardlesslof the long-tearm historical trends, it szems clear, as
shown in Table I; that in recent years the LIC's sharc of world axport. has |
buon declining rather steadily. This decliring share could, in Sheery, bo

duz to the relative stagnaticn in the industrial countries of the demand for

hRagnar Nurkse, "Patterns of Trade and Developmant," Equilibrium and

Crowth in the World Economy, ed. Jottfried Haberler (Harvard Universily‘PTess,

1962), p. 292.

5 . PR . : :
“P. Lamartine Yates, Forly Yoars of Forqgign Treads: (The Maomiblan Co.,
or'y w0l 1

b

1959), p. 23k. T

" 6The alternativa empirical findings ars probably not dus to .thes sligntly.
different defiﬁitions of country groups: Nuvksez, following GATT, defines
Adsitralin and New Zealond ac nouflnduu(riu!. whi Loy Yabos axelodes thean feom

the "poor" category.




Tabls I

Fxports, billion dollars, fob
"World" Less Developed Countries Percentage

Total® Pﬁbroleumb othar- (2)+(1) (L)+{1)
(2) (3) ()

.6 6.9
N 16.6
21.5
18.6
17.6
18.3
19.4

20.1

445 defined in text.

PAs defined in Interdational Financial Statistics (March, 1961l)

e

Soureas s Various' issues of International Finuncial Statistiecs




primary products, which comprise the tulk of LIC exports., Nurkse put.forth

six reasons for this stagnation in demand: (1) industrial cutput is

snifting towards goods with a lower import content., (2) btha Lndustriul couatriog,

protuct their agricultural producers, (3) services are becoming a Larger

share of national income, (L) the income elasticity of consuﬁer demand for

agriciliural products is low, (5) synthstics are being increasingly used, and

(f) industrial céuntries are becon&ng mors ecoromic in their usw of raw materials.
Nufkse's explanations have been used by othars.a The last four,;howuvwr{

Crafer to changes in the final demand i1n the develop:d countriss, nct to.changns

in their demand for imports. For mos*% major primary prcducts the LEC supply

on]y a fraction of the industrial countries' corsumption. As imports ars &

rezldual between copsumption and domestic production, imports can, in theory,

éxpéna rapidly even if corsumpilion grows slowly. For exampls, supposs that

for commodity A domestic production acconnts initially for 90 por cont of

domustic consumption and that consumpnibn grows by 2 per cent and doﬁestic

production by 1 per cent. Suppose that for cemmodity B imports initially

supply half of consumption and that consumption grows by 10 per cent and domewtic

preduction by 30 per cent. Then imports of A will expand by 11 pesr cewtvund.

imporcts of B will fall by 10 per cent.

- |
Nurkse, op. cit., pp. 294~295.

8

Sze, for example, Raul Prebisch, Towards a New Trade Poliéy for

Urvelopment. (United Nutions, 196L), pp. L1-1L,




Nurkse's second reason would =sxplain the rzlativaly slow groewth of
LDC exports only if the level of agri ::ltural pretection had incrzasad over
times there is'not'much‘evidence on ﬁhis point. This leaves Nurks='s first
reason as the oniy one which logically implies a stagnation of the irdustrial
coartriss' imports froh the LDC. On the olther hand, it has long-baun argu.ed
thatl p}oduction‘bosts of raw materials will risa over time ir the industrial
countrias and hance that ﬂhey will become 1ncrzasivigly dependest cr imports
of primary products. Given thess altsrnative thsorstically piausiblsz argqments,
it may be useful to look at actual recznt tresnds in impcrts of primary products.

11T

I handled the data problsms corczrring the inaustrial countrics' imports

trom the LDC mainly by the criterion of availability  Duwtailed import data

for the industrial countries wara publishzd by the OEEC bogirring in 1952;9

19€h 1s the most recent yzar for wrhich p.blished OECD data ars availab

>}

9For 1952 import, data are arnavailavle for raw wool ard vegtable oils,




10
The industrial countries are dofined as Wosters Burcps,; Canada, "and the JSA;

other developed countries are defin=d as Asstralia, Firlard, lapar, ard Ne
~Zealand. The less developed countries ars deficed as the world exciuding Duw
» 1]
industrial countries, other developed ccuntries, and Eastorn Europs. Primary

p"odhcts are defined, in terms of the Raviswd SITC categories, as focd and

live animals (SITC 0) plus baverage: and tcbazso (SITC 1) pius cruds materials,

iu=dible, except fuels (SITC 2) plus miraral fouls and lubricants (SI1C

plus animal and vegetable oils aad fat (STTC L) plus ner-ferrens matuls
(SITG €8) mirus pulp and wasts papsr {SITZ 25) mirus alumi-um (SITC €85).
Detailed data ars presented for 2L mdjOT‘p’ldey prod.icts (whose: SITC rombess
appear in Table VI).

As shown in Tables II and 111, impcrts cof ros-primary prodm:bé by
thi: indusfrial countries gran mazh mcre rapidiy than imports of primary produsts
betwaer 1953-55 and 1962-6lL. In Wastern Europs ro major primary products grew

as rapidly as the average ron-primary prodict. In Canada and ths USA, on the

< IOWesteIn Burops ircindss Aust;ia, Balgiim, Dermark, Frarvcs, Graace,
Iceland,'lreland, Ttaly, Daxembou; Netkooriands, Norway, Portugal, Sweders,
SWitzerland, Turkey, Urnited Kirgdor, and Wast Gormaay. As she did rot poport
her forsign trade according tc the SITC vatil receatly, Switzeriard iz
excluded when reference is made to imperts by the 1raustrial cowntriqas but 1s

included when refersnce is made to impcrts from tha ladustrial countrias.
11 L. . . - ) , .
Basters Burops 1nciudus Alvasia, Bilgaria, Oeuchoslovakia, Basth

Germany, Hungary, Foland, Romania, aﬁdAiha USZR.




other hand, imports of several primary prodicte--livastock, iron ore. «orr., and
meat- -grew more rapidly thau the averags nor-primary proadct.,

As Canada and the USA report imports fob and Westerr Europe reports
imports cif,.it may be dangerous to try to e¢itimate combined i1mports of the
irdustrial countries. Table IV, howaver, gives th;‘unadjustad total imports
for the industrial countries, No major primary products had imports srowieg

aévthe average non-primary predoct.

While the value of imporvs cf primary products did rot, ir geraral,

rapidly as the value of imports of ﬁonhprimary preducts, b 15 also

towr that the imports of many primary pooducts graw Juits rapidiy dacering the

ra

prrtod.  Babween 1952-5) and 1962y inports by Wesbtorn Eurvops govw by al.

cemt per year for elaver primary commedities: livestock, fisth,

{eodding shuf'f, frezsh firudt, ccrrn, micaral fuols, alncholic buvaeragss, coppr,

maat, iron ore, and wood; imports by Carada and the USA grew by at luast 5
Cpar cent per year for seven primary products:  1livastock, Lten ore,
alccholic beverages, fish, and mineral fusl:
On Lha other hand, impcrts of four primary products declined irn vailus
both i Canada and the USA and in Westerc E;fcpes wheat , cocoa, woul, ana cotter.,

Imports by Canada and the USA also declipsd i valus for copper, fwadiog stuff

2

coffae, and rabber.




Tabls TI
Imports by Westerr HEurope

195 e-5] 19626 P entar
armual average million dollars © locruase
W) »
4

(1) (2) - (3)=02)4(2)

all commodities. 31,587 . €6,529

won-primary 8,L10 33,17L
crimary

livastock

Tish

teeding stuff
cor

fresh fruit -
meat :
minaral fuels
al.coholic beverages
coppEr .
ircn ore '
woed

lobacco

dairy products
hides and skins
01llseads

Zugear

cubber
vagetable olls
teg ”

coffae

tocoa

wool

wheat

cotton

Other primary

a ) e -
1952 assumed squal to average of 1953 and 195 .

Source: 1952-195L: various issu-s of Fordagn Tradr:, Szrizs IT (DEEC) ard
Eoraign Trade, Suries IV (OREEQ)
19 '

- - - : . . 7

2-196l: vazrious iszuws i srzign Trzda, Ioraen O {GRCD




Table IT1
Import: by Carada and thsy USA

1962--€L parsantaga
LAl avarage FRSEoy BTty
million dollars fob
(1) (2) (2)=(2)+(1)

ail commodities 14,843 23,580
ren-primary _ 5,513
primary 9,330

livastock
irern ore 1z
corn 1
mat ’ L9O
alcoholic beverages 1e6
fish ' : 197
mineral fuels 1,2€7
fresh fruit L 214
wood ' 348
dairy product o)
tobacco _ 85
sugar : ' 52l
vegotable oil 904
tea - 71
hides and skins €8
Cellsands 92
vf:opprl-r:'.( - 350
feeding stuff e
cobton - 105
woal 260a
ceceoa 230
coffnae 1,50€
~rubber : L5
whaat 3L
other primary 2,829

41952 assumea equal to averags of 1953 ana 1954

Source: same as Table IT




Table 1V

Tmports by Carada, th: ©U.5.A, and Westeorn Eirope

1952-5) 1962-€ o pereaentage
arnual average ircraas:
milliorn dollars

(1) g (3)=(2)+ (1)

all commodities 46,430 , ’ i94

non-primary 13,923
primary 52,507 Lk, 789

livestock 88 605
fish 9L 98
corn L7 801
feeding stuff 363

iron ores . 51,8

maat ' 1,052

alcoholic baveragss ‘ 503"

fresh fruits 87

mineral fuels 5,251

wood 1,323

COPpEr 1,113

Lobacco , 50k

dairy products 7L

silseeds ’ - 720

Zigar , 1,026

hides ' 2L9.

vegetable oils _ L68¢

t.ea 77

rubber : £97

coffea - ‘ 0,188

cocoa 53

wool 1,602%

wheat : . 921

cotton 1.3€2

other primary 8,792

a. v ] El'e 144
1952 assumed equal to averagse of 1953 and 195h

Sourca: Tables II and IIT




One camnot necessarily infwr ihe beravier of the I[DO's axports

primary products from the data cn total imports by the industrial ~ourtyias,

It is frequently assumed that the LDC mcropoiize werld trads in primary prod.sbs,
]

but this is rot so. Of the 23 major primary groducts, the LLC supply more
than €9 per cent of the total imporis--a week dafirition of m nopoly--oy
Wastern Burope for only 3 commodities and move thar. €9 per cert of trne total
imports by Canada and the USA for cruy 7 cormedivivi. As showz arn Tabic V,
thase "monopoly" commoditiés account for abcut sevaaly par cant of tne valos
of the imports of these 23 commoditi=s trem tha LIC b Canada and the USA and
188 ﬁhan‘one—fifth'of the impcrts fron the LDC by Wezt . nrops. For most
of these commodities ths LIC éompet: for =xpcrt
.o and

with Eastera Europﬂf

It is interesting to irgiizs bow the LDO have fared over time 1~ thos
.compatition. Thoss who arg.e thap Lresaxport ctagrat.or. of Lne LDC 15 ac Lo
supply problemsléould/probably expact a doriine in the LIO's sbhars of imperts

by the Industrial countrias. Tocso wro siaim nhal LDC exports 3:0f0r malniy

12 ; . X b L A .
As LDC that export mirzral tuals ar s gorarally agraed ron to have an

export. problem, miraral fu-ls arze on.bwa trom fortnor

13 . - . \ - .
Loy exampls, AK, Cairncrosz, "Irtareational Trads and Teonomis

Development," Kyklos, XIIT, Fasc. L (19€0), pp. SL5-S58.




from stagnant wordd demand would not preaist a dutiiszs in bhe LDC's_shar@
of the industrial countries' imporis of a partivaiar prinary pmouﬁct.

As shown in Table VI, ths evidance is mixad. The LUC octasicnally
increased thelr share of imports both by Wasters Europs ard by Canada and
the USA: feeding stuff and mineral fuzis, Sorstamas the LDC shars deoline
in both arsas: livestock, dairy produshs, vorn, sugar, hiass, ollsesas, and
rubber.  In some cases the LLC shar- ross for Wozrtar~ Europm and fﬁl:‘fCﬁ
Canada and the USA: meat, tobéccc, wead, ard iror crui tha ravarse orcurrad
for fish and vegetable ciis. For th: cther 10 primary prowaucts thers i3 nc

nlagr tiand in.fhé LDC's share of the lrausirial ccurtras! wmportsz,

In order to measure the quantitative =igoificancs Of Lhide varicus
trauds, T calculated what imports from the LDC would have baen iv 1962 €l 1t
the 1IC had maintainsd bheir actoar 1952 5 shars of the avtual 1962-64 fmpoeos
of wacsh of Lhasa 23 primary products. Too rowulte ars shows io Tabls VIL,

along with actual 1962-6l imports. mocrts from the LDC by Carada and ths: USA
g s A

would have been 9 per cent larger and thoess by Weotersn Burop+ 8 par oot g

. 1l .. e . -
Thic appr021matehdlfferenca~~$89b mililcn--botwean avorags acbueal annaal LIS

-xcorts and projected anmaal exports for 19€2-€Y can pe compars=d te the dis-

Gounted present valus of forsign ald fror tree lrdustrial counbelas v bhe LLZ

T arbitrarily assums tha tfob valus: of LIU cxports te Western Buorops

iz 90 pwr cent of thy <if valuw.




‘”ffab Le V
Imports of Primary Frod.ots - dxo b oding
Devalopod Coamtrlas, ;!9(,3»6H
Canada and o Wemteen
the UT5A E.rops
more‘than 69 per cent of total imports:
numper of commodities

value, million dollars

LO-6S per cent of total imports:

number of commodities

value, million dollars

L0009 par cent of total imports:
aumber of commodities

value, milllon dollars

than 10 per cent of total impcrrs:
numbar of commodities

vaie, million dollars

nembar of commoditias

value, million dollars

same: as Table




Tabile: VI L5
Parcentage of Imports of Primary Products Suppliad by Less Developsd Countrd

SITC No. Inports by Carada Tmports by
and the USA Western Europe

L952-5l L962~6] 1952-5L 19€2-0l;

(1) (5) (L)

Foosh Truits
Bagar

L flf*)ii;'

L0 0d

1

O TN I

Clat
tuwedieg stef'f
—~aluoholic beverages

tetazzo

[@XRS I
i T LTS

e
N

C1osasds
ribbar
WGy

Nelio8
O R

Wi

cotter,

DUON Gl
ricaral fuals
vogetapis cils
I 8 RS :

Scureer: same as Table IT
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Dopending on alternative aisamptiors, Pincus cstimatan the (962 ala flow at
' 15 : :

$.6 billion to $6.1 billion. The oot transfar of resourzes to the LIC §s

still less than these aid figures becauss most ald is tied to ihe dorors!

oxports; LDC are free to spend their export @arnirgs in the cheapest mark:ts.

On the other hand, larger productiov ana expert of primary produchts may

raquire iargeivimports, 2.g., Fertyiizer,

The reader can judge for nirsalf whether the data avallabls througt
166l are sufficient to support a g.oiral corsluzion :cn::ﬁniag tro dmpertari
of stagnant demand by the indistzial cointri-s relative to stagnant wx;c:tb
supply by the LDC.

. To th extont Lhats the Luture mupaats bhe recont past, LDO exportn

prospucts are not too bright tor soms: of the primary products for whish the
LI have: a "monopoly" of ithe amports by the ird.strial ceuntoies: coffgw,'
coéoa, tea,,énd rubberuv ‘his observéticﬂ dco=as net impiy that the L

comparative advantage vocassarily lizs Iv mansfacrursd goods.

their production costs, *he LIC as a group may be abie
J . = o)

both by stressing those primary prodacts whoesgs
arv likely to grow rapidly and by 1ncreasineg

countries' imports. This conciusion applia:

devalopad country.

"
-2 ;. o »- " . . E .
While the OECD reports liw: 19G2 aid flow from the industrial countriec

(including multilateral aid) os $7.8 niiilicor, Pincus calcouiates the zid flow for
alturnative valuations of PL UBC shipmants aond for attarnative pre-ect valuess of

the amortization payments.,  John Plrous, Economic Ald and Inberraticrnal Cogt

ving (Baltimere: The Johrs Hopkins Frass, 1965), <h. o,




Tablz VIT

- Projected 1962-6k Tmports from Less Develcpsd Co.ntries

Canads acd Werstern EUrope

the US '

Actual Projuctad Actuai Frojectead
million dolliars, fob mililor dollars, «if

(1) (2) (%)

36

1,20
K

&l
“aheat 3

ST ‘ 240
frvst fraits . - 204 85
Sagar : Cobut 430
2offee , _ 1,12 7€6
: ‘ ' 268
“€i
138
286
217

Ly (.'t‘,;
3t
126G
287
540
2yl
315
29
IR

Tivesteek
Plia U
dairy products

tr=h

oL

[
o OV e
_\]

=t

b= = A N A = UL

=

taa

Lomding stuff
alcehelic bzverages
tobhacco

hidos

Oilsaeds
rubbar
“wocd

WO

cotton

lron ora
vegetable oils
sopper [
Tetal s '

vy
L

!
3
:
4
>
3

OO = Lo \D W I
O E-\VUl1O 0 '
g e

ne
L
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