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CHAPTER : 6
PRICE, QUANTITY, PRODUCTION TREND AND INSTABILITY OF EXPORT

6.1 INTRODUCTION

One of the big problems with which UNCTAD has been concefned
is that of stabilization of intermational commodity prices. The
prices of primary commedities ha#e incressed relatively less than
that of manufactured commodities, The{expoﬁt of primary products
are by far the most important source of earnings of foreign
exchange for most legs developed ceuﬁtries accounting for 85 to

90 percent of their export earnings (Sodersten, 1985, p.250).

For export development in the third world, sitabilization
of price factor is an important pre~condition.

Similarly, like price, export quantity is also an
important factor for enhancement of a éountry's export earnings.
If export cuantity remains constant a country will not be abls
to expand export earnings : if export price remains unchanged.
On the supply side export quantity depends upon its production
level and domestic demand, ‘

Most of the countries of the third world have faced
cfisis of foreign exchange due to severe inastability of thelr
export receipts. To see whether exporteled growth will be
posgible to achlieve in Bangladesh it'is very essential to analyse
the changing pattern of her export price and quantity as well as
inatability factor involved in it over a period of time.
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Within the purview of the above the present Chapterx is
planned tec study the changing pattern of her export price,
quantity, production level and instablility.

6.2 CHANGING PATTERN OF PRICE, QUANTITY AND VALUE INDICES

' The export earnings of a country aeﬁehd on export

quantity and price. If export price and quantity increase the

export earniﬁgs will increase. If one lncreases and the other

remains the same in that case export earnings will alsco increase,

5¢ the changing pattern of éxport earnings wWtimately depends
upon the changing pattern of exnport cuantity and price.

We have segregated the compenent of price and quantity
from value index for Bangladesh's export. Price component in

amual change of value index 2z
(Vi? iz s Pe = m 555~ Xm where

Z = change in V, over base yoar, m a --§-— where X = change in
quantity index (Q,) over base year and Y = change in price

index (Pg) over base year and Pe stands for price component of
change in Vy. Quantity component of change in Vg will be g =

AN Peia This formula holds good when x and y changs in gsame
direction. If x and y change in opposite direction then the
formula will ke changed slightly depending on the extent of change.

Table 6.1 presents the changing pattern of quantity and
price indices of Bangladesh exports. The quantity index of her’
export rose by 155.35% in 1985-86 over 1572-73. It decreased
during 1972«73 t0 1974=75 and 197879 to 1979-80 over base year
1975=76 and inereased in all cther yeara of the period, It
increased by 3.5% per annum during 1975-76 to 1985-86 and
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decreased by 13,76% per annﬁm during 197576 t@ 1972=73 on

average.

The axpért price index decreased in 1972=73 and 1973«74

and increased in all other years over base year,

#he export value index decreased during 1972-73 to
1974~75 and increased in other years,

The exponential rate of increzae was 6.09% for quantity
index, 10.23% for price index and 17.03% for value index ﬂt{mng
1972«73 to 1985-86, So the continuous compound rate of increase
of export price :mdex was 4.147 percentage points higher than
that of export cquantity index,

In 1972-73 the export quantity and price inam.e's | feli oy
44,75 and 11.58 peﬁeantaé;e poinéé respectively over base year
and as a result of which export value index decreased by 51415
percentage points, Here both VK and Px wera puiling down Vx‘
But 25.88% of the fall of V, was explained by P, and 74,12%
(100 «25.88) was explained by que Similarly in 1973-74 V, fell
due to two combined negative forces, But only 12.45% of the £all
of Vx wvas explained by the £3l11l in Px and the rest was explained
by the fall in A Iin the vear 1974-75 Px and “-5: were working on
Vx in opposite d&regtion'. Px was pushing up ?x a‘mﬁap”éa:\méscpunmg .
it down. But the force of ‘q, was more than ‘that of Pye P, was
_only 29,96% percent of q.. As a resuls v, was forced to fai.'l,
down by 44.46 percentage points over f:ase year on account of

more powerful e

In 198586 both P, and q, were working in p,("sitive
direction. ‘hey together pulled up V, by 312.76 percentage points
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over base years But the pulling power of P, was sbout § times
more than that of ﬂ/x,

During the periocd fqum 1976~77 to 1985«86 the price
camponent; was larger than quantity component anfi both of them
were working in positive direction to raise V,, except in 1278«79
and 1979-80. In these two years g, was pulling dowm V due ¢o
its negative change, But Px wag more powerful and pulling up vx,
Ag a result Vx wag fopeed by Px to rise over bage year. During
the whole period from 1972-73 to 198386 price c.sompénent wag
working in positive diregtion to :aise export value indax except
in 1972-73 and 1973«74. '

v \‘

The cquantity component of export value index was working
in positive dirvection in 8 years and pushing up value index.
It was working in negative direction in § years and pushing down
export value index, ‘ |

But during the whole period price component was far more
than quantity component in its positive change and it was far
less than the quantity component in its negativa change,

'In 1972=73 the price component was=10.52 i:ementage [
points and guantity component was =40,63 percentage points and
both pulled down V by 51.15 percentage points, In 19‘79-80
price component was 89,59 percentage points and quantﬁ.ty c:ompemnt
was -1.92 percentage pci.nts. That is vx was raised by 89, 59
percentage peints by price component and pulled dmm by 1.92
percentage paim;s by cquantity component, As a result Vx rose by

87.67 percentage points over base year.

Above analysis indicat@a that in posltive change of
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Bangladlesh exéo&ta earnlings ths price component was more prominant
than that of gnantiéy component, That i3 the price raised éhe
axportj,earninés of the country more than the cuantity of

export comuocdities,

6.3 ' EXPORT PRICE INDEX Vs GENERAL PRICE IND

Y

Gencral price index poossesses some influence on growth of
export earnings of the country. Any domeatlo output hés two
coptions f£or sale : it can be soid éither in domestlic market or
in foreign markeks. Again the sale is influenzed by its domestic
price and export price, Ig domestic price remains higher than
export price then the producer would he mﬁie interested ¢o sell
goods in demestic market., In that case export quantity may
shrink and vice versas So here we attampt to make a comparison
of export price in&ex with general price indest to see which

one increased morae over a period of time,

e héve ne separate data for aport price index of
agricultural and industrial goods, S0 we have ¢0 make comparisen
of exvort price index with domestice Iindustrial price index and
agricultural pricé index, This «ill give us a gross idea zbout
how the priceé of thege typea of commodities changed in

compariscn with export price index over a period of time.

Table €.2 presents the ¢comparison of esxport price indaex
(?x} with general price index {Pg). industrial price index
(PL), and Agricultural price ilndex (Pa),

General price index in Bangladeésh increased by 49,97
percentage points in 1986«<87 over base yesr 1975-76, vheroas
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Comparison of export price index () with general price indes
!Pq) ¢ agricultural price iné.ex (Py) and Ingustrial price index (Py),

Base EYegg g 197§4~'7§

198687

Year --gﬁ—xwa . Avepage Annual Growth in 5]
g Pg Py Pa Py
197374 99,09 . | 197274 to 1986-87 | |
197475 124,30 3.8 782 1L 844
197576 100 o -
. 1976=77 96,01 197374 to 1579-80
197778 103.41 410 10,66 11,24 9.18
1978479 121.55 : , | |
197980 151,76 980as 98687
1580-81 128,22 o
1981-82 122.9% ;1*35‘ 5.88 10,05 . 771
1982-83 . . 157.68 . “
1983484 186,93
198485 252,44
" 1985-86 214,90
' 173,50

4y

1 P,

General price index
Export price index

Agriciltural price index and |
Py = JIndustrisl price lndex
Source .+ Appendix Tables 1 6 and 12

B 0 8
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export price index increased by 160,46 parcentage points in 1586=
B7 over same base year. S0 export price index incrzased by

110,49 percentage points more than g@pgral price index,

The average rate of increase of general price index wag
3.29% per annum agalnst 7.52% rate 0f increase of export price
inaa# per annum during 1973=74 to 1986-87. So the average rate
of increase of export price was 4.23 percentage points higher.

If the export price index is compared with égricultural
and industrial price indices it could be obaserved that their
average growth rate was higheyr than that of export price index.
Their average annual rate of growth was 3,79 parcentage points
and 0,92 percentage points higher thaﬁ that of export price
index respectivelye.

During 1980-81 to 1986~87 the average rate of increase
of a3ll indices was lower than that of thelr concerned indices
during 1973=74 to 1979-80,

The average qrowth of export price indes was 4,49
percentage points higher during 1980«81 to 1386-87 and 6,54
percentage points higher Guring 197374 to 1979-80 than general
price index, On the other hand its average growthvﬁas 4,2
percentage points lower during 1580-81 to 1986-87 and 0.60
percentage points lower during 1973«74 to 1979-80 than the
~agricultural price indexs

Similarly its growth was 1,86 percentage points lower
- during 1980-81 to 1986«87 and 1,46 percentage points higher
during i973-74 to 1979«80 than that of industrial price index.

Among four indleces tho average growth rate of sgrieultural
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price index was the highsst in allvthé three periods and the
index was the lowest for general price level. The general price
index thus, may not have hindered the growth of the sale of

export commodities in Zorelgn market.

6,4 ERICE AND QUANTITY MOVEMENT OF DIFPERENT EXPORT CCMMODITIES

In the ?revious‘aection we haﬁe seen the changing pattenp
of export pricde and quantity In totalit&. From that analysis
we ¢an not say what has happened to the price and quantity of
individval export commodities. In the present section we have
attempted to analyse tha/changing pattern of export price and
quantity of different eamma&;tieg. We have selected comnodities
depending on the availabllity of relevant data., We have to
exclude garments from this analygis due to lack of required data,
“he following commeditles are chosen for analysis & Raw Jute,
Tea, Prawns, Shrimps, Fish, Prog,legs; Jute goods, Newgprint.
and Leather., We have coverad the period from 1972473 €0 1985«86,
Table 6,3 and Table 6,4 presént the ¢hanging patteﬁn_of export
rrice and eipart cquantity of the above commodities,.

The price of rav jute increased by 15.55% per annum during
1972=73 to 1978-79 and 5.11% per amum during 1979-80 to 1985-86
on average. 90 the average rate of increase of its price was
higher during former period than in the latter period. The
exponential rate of increase of its export price was 10,73% per

annum with 0,19% rate of acceleration.

The export quentity of raw jute decreased by 5,05% per
annum Quring 197273 to 197879 and increased by 2.26% per annum
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during 1979«30 to 1985-86.

The exponential. rate of decrease of its export quantity &
was 2,03% per annum w!.t:h rate of daceleration of 0.'79; percent,

The export price of tea increased by 16.27% per annum
during 197273 t0 1985-86, Its average rate Of increase vas
higher by 21,72 perceaitagéj points during 1972+73 to 1978~79
than that during 1979-80 to.1985+86, The continucus compound
rate of increzse of n;poﬂ{'p:ice of tea was 18,25% per annum
with rate of acceleration of 0,75%, ¥he continuous compound
rate of mcrgaba of its gﬁport quantity was 3,06X per annum
with 0,84% rate of retardaticn,

The average anmual tfata ‘of increage of éexport price of
prawns was 13,21 per cent per annum during 1972+73 to 1985-86,
Its average rate of gmwh!'i‘ was 1‘8368 percentage points higher
during 1972-73 to 197879 than that in 1979«80 to 1985486,
The exponential rate of gmwth of its export price was 13.,74%
per annum with rate of deeelera'cion of 2.61%. : -

’rha average annual rate of growth of export quant:!.ty of -
prawns was 7,98 percant;age points higher during 1979«80 to
1685«86 than that during 1972«’13 £o 197879,

The aqunential‘ r:agg of increase of its export quantity .
was 28.13% per annum with ;;0.9,\9% rate of acceleration, |

( The export price of E;shtimys increased by 19.36% per annym
during 1972+73 to 1985~86. Its average annual rate of increase
was 30,52 percentage points higher during 1972473 to 1978+79
than that during 197980 to 1985-86. The continucus compound
g:;awth of its export price was 16.‘;‘;8 per cent per annum with

o v
i
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' 0.26% rate of reta:dation;

The export quantity of shrimps increased by 14 .18% per
annum on average. Ity averaga rate of qrowth was 16. 69
percentage points higher durinq 1979«80 to 1985-86 than that
during 1970-73 to 3.978-79. The exponential rate of growth of its
export quantity was 16.23% pat annum with. 2.81% rata of
accelerationy ’

The export price of fish increased by 16.43% per annum on
- average. Its average annual rai:e of growth waas 3,6.,47 petcentage
points higher during 3.972‘-73 o 1978«79 than that during 1979~
80 to 1985486, “he comtinuous compourd rats of incresse of its |
export price was 16,98% par: annum with 2.77% rate of
rebaprdation, . Its export quantzs.ty mc:reaaed by 35.02% per annum
during 1972473 to 1978-»79 and decreased by 2.10% per annum
during 1579«80 o 1985&6; on average, The exponential rate of
increase of its export 'qqéqﬁty was 21.61% por annum with 5,38%
rate of deceleration. " | '

The expcnential rate of increase of fz.;ag legs eﬁpom
price was 10.25% per é\nnui;\ with io\.a,zx% rate of agceleration,
The export quantity of £réaq legs increased by 39&8% per annum
On average, It:a average rata of growth was 21. 23 pemam:aga points
higher duri.ng 1972«73 to 1978»73 than that during 1979-89 to
1965—864 fts continuous cempaund rate of increase was 37,19%
per annum w:l.th 0. 38% :atei of- azg‘:es:?.asma«t:i.san.!;j

i
¥

The avéraga export ';gsric:a of jute goods had an m:graasmgl '
trendt with gome sorts of ?iucxmattom‘ during the period under
review, Its average rate ri::ﬁ increase was 4,94 percmﬁagq points
higher during 1972~73 to ?.978-4?19 tnan?;a:hag'éﬁring 197880 to

f
f
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11085486, The contlnuous compownd (i.e, exponential) growth of
1ts expoz;t price Qas 13579;'3 per annum with 0,41% rate of
deceieratiem The\ export éx‘antity of jute goods had.a aﬁagnanﬁ
trend with persence of ﬂluétuati@ns‘ Its average raté of
increagse was 2 1ictle bit higher (0,05 peraem;aqe point) during
1972-73 to- 19?8*?9 i:han that ﬂux’ing 1979+80 to 1985~86, The
expmenttas. rate of s.ne:eaaa of ica export quantﬁ.ty wag 1,19%
per annum with 0.,50% rate o.'; decsleration,

The export price of ;;wsprint had & sharp increasing tremd
with 1ittle sorts -oﬂ,':tl’gxet%mﬁan during the period undar review.
Its export pr‘:tce‘ incraaéeat by 15.70% Pér Jammm aﬁ a continuous
compeund rate of with 0.88% rate of aecalexacian. Itz export
quantd.ty had a ﬂuctuaﬂng trend during the whole period. Ite
annual yate of change was pasit@ve\ in 4 years and negative in 9
years, Its aontinué:; ;:gmp;mgd rate of increase was 5,22% per «
annum with G.’i?%'rate of deceleration, .’

The ave::age mport priee of leather and leather products
had a flucmating tmad upta 1980«81 and si.nm then an
increasing trend: The expcnanual rate of inorease of thelr
export p:ico was 1.63% pa.:.; annum with 0,36% rate of acceleration.
Their export «quantity had an increasing tvrend upto 197778 and ' ,

since then a fluctuating ti'end. Theiyr m:po:ﬁ quanuty inereasaa
by 18,32% per annum at centimxoas mcmd rate with 4.01% rate
of deceleration.- fi '

6.8 @:wmmm CSITION OF ez* EXPORT EXEORT PRICE AND QUART TY OF
DIFFERENT COMMODITIES:

\

We have seen in tha p:gvi‘auz gection the i::hangi.ng ‘pat.tem
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oL expart price and quanti&y of diffmt mditiea individually.
Now we want to make a camparatzure analysis of expari: price and
quantity of different ccmodity groups, The export price and

- gaantity will be analysed hera £rom different angles,

When the prices of px:imar:y commodities are considered it.
Ty obaerved that the expo:t price of tea incraasad at ‘the high-\ .
est rate of i8, 25% per annum which was :!onowed respectively by
fish, shrinps and prawnsg: &mng these items the export p::i.ce of
raw jui:e mcreaaea at the: awest rate of 10.73% per annum which
was followed by frog .'!.egs. —

Among manufactured wmmttiea the éxport price of newse
pri.nt incressed at the highest rate ef 15,70% percent per annum
whi¢h was followed by jute qooda. The export price of leather
in¢reaged at. i:ha lowast. mu of 1.36% paw: annwn.

4 The averag: growth :ate of export price of pri.mary
commodities was 14.46% per emnnn which was 10.37% on o average
for nanufac:mreé comodities. 80 the average g:owth rate of
price of menufactured comodities as a graup was lower than’
that of prinary courwditﬂ.es as a group. |

S

Among pr:lmary ccmmdities the eu:pmmtial growth rate of
export price af raw jute, t:ea and frog legs aacelerated while
that of others aecele:ated; Beside this the gmwth rate oﬁ
sxport pr:l.ee af ail manufaetuma eomaities decelerated,.

Among primaxy ecmodihias. the export cuantity of frog ;
lega increased at the hs.gmt rate of 37.i9% per annum which
was followed by prawns, £4sh and shrimps respectively, The
export quantity of raw vjuiée decyeased by 2.03% per annum while



the export cuantity cﬁ.tﬁai inGreased at the 16%31; rate of 3,08%
pPoes anmuiy o P ,

i
H

" Among mnufaew geoae. the export quantity of leathe:
inoreased at the highest :ate of 3.9«. 32% peg -annum whi.ch was
followed by newsprint. fhg export cuantity of jute goods
increased at the lawast mte of 1.19% per annum,

The avwage growth mm of mport quantity cf pzimary A
ccmdities was 9,13 Qementags pointa hiqher than that of
mannf:’aetured camod.ttiesg ;

The growth rats wof expm:t cuantity of pxawns; shrimps and
frog leygs acmleratad while that of other cmaﬂitiea dec@lerated
among primary commodities (?ab!.e 6.4):

The growth rate ef mart ,qxgm_:ﬂ:y of ali manufactured
commodities decelerated. : | "

v : v . A 4 N '
6.6 SEGREGATION OF DEVALUATION EFFECT FROM EXPORT PRICE CHANGE

Bangladesh cm:mcy vas \dmluad frequently in terms of
major foreign cmemiea. It devalued from TK 7.35 per *tIB deila:é
in 197273 to TK, 39.2? par i c] aollax‘ in. 1985*86. It devalued
from TKe 8.86 per SDR and TK. 1,84,97 per pound sterling in
197273 t0 TK. 35.45 per SRD and TK. 46,36 per pownd starling
in 1965-86 ::espechivelm ' /

The depmiatimx of Bangladeah e:urrmcy was one of the
main reasons ﬁex; a rise :!.n eucgm:{: price of different commodities
in Bangladesh in her domea#ia QU enCYy - so with a view to £ind"
out the real change in export price of aifferent axport
commndities in Taka term aii:ﬁmupt has been made to segregate
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aevaluation effects from export price change,

Table 6.5 presents the impact of devaivation on export
price and real price change in US dollax terms.

The average rate of devalﬁat@an of her currency was

10.64 per annum during 1972-73 in 1988«86 in US dollar terms,
The expenential rate of devéluatien was 9,76% per annum. This
extent of devaluation of her currency influenced the change of
axport price of gqmmnaities t0 a2 greater extént. Here threas
mathoda have been used to segregate devaluation effects from
export price changes,. Tﬁe results of threes methods are almost
same except presence O0f very little difference in degree of

chaniges.

The table reveals that the expért prices of all commodities
except raw jute and leatheyr increased durligg ;972@73 to 198586
in doilar tﬂr&. “he export price of raw jute decreased by 0,24%
per annuﬁ during the sald periocd when ﬁhe‘avarage rate of
change of iis export price is computed in US dollar terms,
Similarly lts export price decreassd by 0.33% per annum when the
average rate of devalunation of Bangladesh currency is deducted
from the average rate of increase of 1ty export price, But its
export rrice seems to have increased at a low pate (0.94
percentage points) during the period under review when the
" contipucus compound rate of devaluation of her currency is
deducted from continuous compound rate of increase of lts export
) prica; Now the comtroversy is what has happened actually to
raw jute price in international market, Actually the price of
raw jute has increased by a little @xtént in US dollar term.
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But i.ta price has been izuetuat;!.ng to a gream extent,

- To mitigate the ﬂuctuation of raw jute export pric:a and
atabilise the export quantity a wotld body “Internaticnal Jute
Organisation® (IJO) has bm set up, : B

Among exx:crt mbdi;u.ma of Bangladesh the export price
of tea incressed at the highest rate which was followed by
£ish, shrimps, "nm:aﬁnt. 'Jutg goods and prawnis in real tarms,
respwtlvely.' The export piricé of leather decreased in mal
terms when devaluat.tan eﬁfect is dedueted £x:om the ehange of
its price, " b

i
t

6.7 CHANGING PATTERN OF PRODUCTION OF MAJOR EXPORT ITEMS

On the supply side t;ha" axports of a country depané on
the level of production and domestic demand mainly, In the
prévi.wa section we have apalysed ‘the changing pattern of export
price and quantity. Now we devote outself to see the changing
pattern of production of ngajar extport commodities over a
period of tims, The pahtegﬁ,ag production will show how the
pmduetim of major m:pa‘ri; ecmoﬁttiéa changed cver tﬁu pasty .
Side by side with priduc:t:lon,* we shall try to see how the ahara
of the export in total produat&m changed.

Based on the avaualguity of data we have selected the
following commoditiess raw jute, tea, shrimps and prawns, .Eish,
jute‘mufamc,s and newafz::inﬁ.« The results are presented in
Table 6,60 - i
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- Preduction of yaw juta is a function of land productivity,
 area under cultivation, availability of modern inpute and
climatic conditions. Again total land ares is influenced by
price of raw Juta in prwigous yvear and relative price of rice

" and land pmducfzi.vity depépda on availability of fertiliuers,
pasticides, mddern sceds, :fagﬁmuztm:ai céredit, land holding
size, skil)l of the famem ai:c. and to a greater extent on
climatic conﬁitimn

Attempts have heen made here to find ocut the changing
pattern of produat!.on. 1and pxmuctivity. area under cultivation
and domestic’ canzumptlon. ii '

The production of raw jute increased from 6624 thousand
bales in 1972-73 to 7650 thousend bales in 1985+86. Its
production decreased by a.{zvfa pér annum during 1972-73 to 1978
79 and Increased by 3445% p&c annum during 1979-80 to 1985«86
on averaga. The pmﬂucticn S.ndex of raw juta indicates that
its total 9mauct&on wasg - fluctuatmg during the whole )period.;
’Its production increased by 0,99% per annum at eontinuocus
cen@aund rate with 0&5% rate ‘of accelerations:

, Total land area mdez: jut.s cultivation :lm:reaaad from

2258 thousand acres in 1972473 to 2304 thousand acms in 19854864
The area under jute mltivatten increased by 0,71% per anmum at .
exponential rate with O. i376 mta of Mamtinm

* The yleld per acre ,aﬁ land incressed by 13.08% from
14468 maunds in 1972473 to 16.06 maunds in 1985-86, The yields:
per cre of land increased at an exponential rate of 1,71% per
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annum with 0.,01% rate of gqcaiérauom' The rate 6f acceleration
indicates that the growth rate of yields per acre increased
over a period of tims, So Bangladesh possesses further possibi- .

lity of increasing yield i:erv acme with application of modern
inputs, "

Jute production per:‘ acre of land was declining during the
period from 1969-70 to 1974~75, This was due to lack of credit) '
modern pesticides, fertilizers and sesds because of distortions
and disruption of the totaz econonty during liberation war of
the countrys 3

Raw jute exports ,aé‘ percentage of its production decreased
Erom 42,71% in 1972+73 to 27.53% in 196586, The average rate
of decrease of export ahaire in total pro@ucticn was 1.03% per\
annum, Besiﬁc this the domsstie éene’suméticn of jute mills

decreased by 1.82% per annum during 1972-73 to 1985-86,

The domestie censum}péiana as well as exports share in
total production was veny mch fluctuating. Qne year's
production of jute usually is carried over to next yeat depands
ing on market price and &gnand situation, As a nsﬁlt it is
usually found that su:mat:s.on' of shafes of expert and domestic
consumption in gome yaat.-.{ exceeds cent parcent of production
of that ygaz;.\ " - .

Total production ‘aﬁj‘ tea increased from 24 thousand matcle
tons in 1972«73 o 41 théusand matric tons in 1985-86, The

index of production shows that its total production was rising
with some sorts of fluctuation, Its total production was

!
>
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increasing at 2 eonﬁinuon;s compound rate Of 3,49% per annum
with 0.83% rate of deceleration, The land eres under tea
culativation was ”vmj:yi,ng ?mxg 106 thousand acres to 112 )
thousand acres during the sald periods The average rate of
i’ncxaa?e of yield per acrée ¢f land was higher during 1972-73
to 1978-78 than that du::inq 197980 to 1985.86: Its per acre .
yield was increasiﬁg at an exponential rate of 3.3% per annum
with 0,09% rate of retardation ’ '

i

Export share in total p:a&uction decreased from 77.92% in
1972=73 o 72,73% in 1985*861 $he ‘axport share of producticn
had a utatic trend with presence of wzde £luctuations,

The total catch of ahz:impa and prawns. increased.from 24
thcusand me tons in 3.972-73 o 40 theusand me tons in 1985«86,
Their catch had a constant trend during 19?2-.-73 to .3.975-76
and 1978479 to 1980481 andj! increasing trend during 197576 to
197778 and 1981-82 to 1985«86, Thelr catch decreased by 4.,81%
Per annum during 1972+73 €0 197879 and increased by 13% per
annum during 1979«80 to 1955-»96. The. dac:l.tne of their catch
during former period was the result of hiqh dapmdenea on
natural aouraes (1ike rivex. sea).é Thelr production increased
during the later period due to malnly :Lna:easa of farm supply. ,
The supply of farm soumea rcse due o increase of f£fayrm numbera
and their total product.ton which was inspired by credit facuitiea
extsnded by the f£inaneial inst tutions and higher rate of g
increase of export price.: Their production rose by 1.28% per
annum at an exponential r§te with 0,46% rate of acce;eration.\‘
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' Ezport share in total pgcducticn of ghrimps and prawns
increased very sharply £rom 12,08% in 1972~73 to 55,25% in
1985+86, The average rate of increase of export share was
11.47% per annum, This was higher than the rate of increase of
total production due to higher rate of rise of export price
than that of thelr domestic price. "

Fish

The production of £ish deéreased from 794 thousand ml.tons
in 1972«72 o 712 thousend m, tons in 1985«86. It can be _
remarked from production index that the production of £ish was
increasing slightly during 1972473 to 1974~75 and 1977«78 to
1983-84 and was decreaging during the rest of the period. It's
production was Gecréasing by 3:29% per armum during'1972~?3 é@
1978~79 and was increasing by 1,93% per annum @uring 31979-80 to
198586 on averages A very remarkable feature is that the total
production level in no single year bayond 1974<75 could reach
the level of production in 1972373. ‘he continuous compound
rate of‘decrease of f£ish production was 0,37% per amum with
an acceleration rate of 0,09% during 1872«73 to 1985-86, This
decline in fish producticn was due to rapid decrease cf supply
of f%esh water £ish. The causes for the decline of fresh water
fish were mainlys (i) massive use of pesticides for farming
killed the fish fries, (11) most of the small rivers bezcoms dry
during summey due to iaaéeqaaﬁe flow of water in main rivers,
(131) massive use of ponds, beals and haors watar for irrigation
makes them dzy in most casés and (4v) large scale use of ground

water by shallow and degp tubevells forces Qrcund water lavel to
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go down and thus make pound, tanks, dishis ete, dry and affect
£ish production.

The export share of £ish production increased frem 0,08%
in 1972«73 to 0.94% in 1985-86. The export share in producticn
was increasing slowly during 1972-73 to 1984-85. But it fell
suddenly in 1985-86. Fall of export share in 198586 was due to
decline in production and incorease Qf domestic demand which

caused rise of price in domestic market,

Jute Manufactures

The production of jgtqboods increased from 446 thousand
m, tons in 1972-73 #0 490 thousand m, tons in 1985«86, It
increased by 0,67% per annun during 197273 to 1985«86 =nd
decreased by 0.79% per annum during 1969~70 to 1985-86 on
average. But the number of looms (installed capacity) increased
by 1.1% during 1969-70 to 1985-86 and 0.67% per ennum during
1972«73 to 1985-86 on average. \

Similarly the huﬁber oﬁ permahent;workers increased Ly
0.74% per annum during 196970 to 1984485 and by 1.52% per amnum
during 1972-73 to 1984~85, Although the number of permanent
workers and nunber of looms increased the production faized to
reach the level of producticn in 1969-70,

The loom utilisation decreased by 13.,29% from 95.55% in
1969=70 to 82,85% in 1985-86, Looms utilization is measured by @

the formmlas

U e Ng of lagmg_in operation X 100
Ingtalled Capadity

The production per loom (installed) wasz 235,98 m. tons in
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1969+«70, 18.92 me tons in 1912-73 and 18.84 me tons in 1985«86.,
The continuous compound rata of increase of profuction of jute
manufactures was 1.08% pe:: annun with 0,81% rate of decelera~
tion during 1972473 to 193:5-'88‘{ Production index exhibits that e
the annual level of prcduckim was very much fluctuating during
the whole period. The unsausfactoty performance of jute
manufaﬁf:u:ing industry dur:lng poste=independenca perio;,was

caused mainly bys (1) migz;atim of key. managerial staffc and
entigpraneurs to Fakistan. (1) shortage and frequent failure
of power and (iii) labour xmrest; etco

In 1985-86 export ahare in total pmduct:&on increased by
14477% !.n 1965~86 over 1969-»70 and 6432% over 1972«73.

Like raw Jute, the jgtg manufactures are durable geods
and one year's production is sometimes carrisd over to next year
depending upon market pr!.c& andﬁemand.. 80 in abme years eaxport |
may exceed the production of that yeam

~+ In 198586 the damest.te consumption of jm:e goods
decreased by 58,49% over 1%69*‘70 and 14.29% over 1972«734+- The
reduction of domestie ccnav;impt&cn in 1985-86 over 1969=70 was
due to the fact that F‘akiséan (the then west Pakistan) market
had been a domestic market befom independence of Bangladoah and
after inﬁepmdonco it has bo::eme an external market. Duri.ng post-—
-»inaependmce period domeatic aonsumpuan was ﬂuctuating. So in
rasl sence it could not be t:aa’ced to have ‘reduced,:

o Howuver with the gmweh of populstion and por capita
income demestia eommnpt!.on has not increased durzng poste
independence period,; This was due to availability of substitute

»
N
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synthetic goods in aomests‘;e markets and ‘comparatively higher °
price of jute goods than i:hat of substitute synthetic goods.
| “ Réﬁggring

The production of néwaprint ‘increased from 27936 thousand
m. tons in 197273 to wzés thousend m, tons in 198586, It's
preduction index m:hibit:a that the production had an ine:easing
trend during the whole pe:i.ad. The eontinuous compound rate of
increase of its prcduction wag 4,46% per amnum with 1,09 percent
rate of acceleratione The ahazc of mport in tota). production
decreased by 18,22% fronm 44:.61% in 1972-73 to 35.48% in 1985-86.
- The export share in yearly pmductim decreased very drastically
in 1983~84, The fall of exporta was caused by higher eost of
production and Jow quanty of p::oducts in comazison with other
exporting countries m that year. : ‘ ‘

648 ,ggﬁggggrmwmnmhmmﬁggzawnmmrggammmamnséf
*Devaluation is oﬁtm und intmhangeably with aepren
clation and revsluation 1& oftm taken to be synonymous ‘with -
: appmiation. We will hewever. mske one distineztian between the
' two sets of t:amu Deprociation means a J.Gwering in value with
respect to other curmcies. while devaluation means a lawaring
in value of a éurrency with respect to the price of gald. K
The same holds mutatis mntandia for appr:eciat&an and revaluation®,
(Sodersten. 1988, D.361). ': \

“hs 1mmediata eﬁfect‘;‘ of &valuation is a c:hange in relative
prices of zmrts and u:portsa An i.ncrease in 1mport prices J.eads
€0 3 £all in the aamand for 1mpo:ts. At the same time !.mport



competing mduaf;ﬂa will be in a better situation. Exporters
will receive more in home curmncy for ‘each unit of foraign
currency they earn, They can therefore lower their prices '
counted in foreign mrreney and will bec:cma more cempetitt.ve“ .
By how much they would be able to expand sales abroad aepend,s
p:imarily on foreign demand elasticities eonfwnted by the
expurt:ing cauntries. secandly it depends o a lagge extent on
the type of goods the countty exports as well as the maxket
conditions, For example 1:‘:’ a country exports raw materials and
»is the sole or principal auppu.er of the productu. the foreign
demand exast:icity of her expczta may be low. cweraely if a
country exports s.nﬂust::tal aoods in faly cmpeticn with
suppliers from other indust:ial countriea. the demand alaatic&ty
of her products will probably be high.

The efﬂec:t of devaluation of curmcy depends on the
constellation of the Sour elasticitiea in question. Yeager,
- {1966, pps 1568 = 160) has shown in his algebréic derivation
that "devax.uation 1mprovea the texms of tradu if the product of
demand elasticii:iss exceeda the product of -the supply alasticit!.es '
{ qux 7 ity ana vice versa®. ’

| aangladesh currency has been devalued frequantly dnring

| 197172 0 198586, It is miavgd that tHe devaluation of hex
currency has improved tha competitive poai‘uon af the. co{xntry 1n ‘ &
foreign markets and axpanatan of expom. We have tried here to
examine the assoc&ﬂ;!.on of! devaluation with export expanaion of

the country by the toels of regression analysis, YWe have useﬁ

‘time series data of annual: ;f exahange rate and reg:esaéd them on -
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income terms of trade, export quantity index and export guantity
of major export commodities during 197273 to 1885-86, Our results
are presented in Table 6,7,

For all variables we have used time gseries data for the
above periocd and thé number of cbservations was 14. We have
used linear regression égquation 3 ¥ = & + bx and calecudated
the coefficient of ?egression and ¢+ values, By the 1st equatiog
we haye attempted to £ind out the association betmeén(exchange
rate (i,e. Taka per US §) and export quantity index, We have
congldered export quantity indes és dependent variable and
exchange rate as independent veriable. The coefficient of deter-
mination was 71% (Rz = 0,714878) and & ~ valuve was significant
at 1% level, So cur findinga,ccnfixm that there is a pogitive
asgociation betwveen the exchangs rate and export quantity index.
‘his positive asgociation indicates that with devaluation of
Bangladesh currency theucxyo:t guantity of the country has
increased, That is devaluaticon of the country has been able to
increase demand of export commedities in international market
bﬁ reducing their price in foreign cur:encye»?his,is a welcome

ocutcome devaluation,

By the second equation we have tried to examine how far the
improvement of the income terms of trade of the country is explained
by the rate of devaluation of'Bangladésh currency. In this case
cur results locate the same positive association between income
terms of trade and exchange rates of the counirye From this
ﬁositive'association we gan say that the improvement of income

terma of trade was explained by devaluation of Bangladesh currencye.
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By other equations we have tried to examine association
betwesn export cquantity of major ewport items and exchange rate
of the country, That is hoﬁ far the change in export quantity of
major export items is explained by the change in exchenge rate,
Our results £find a positive significant assoeiat;on'between
export cuantity of tea, shrimps, £ish, leather and-frog legs
and exchange rate, This means that ahéngg in export quentity of
these commodities is explained by the change in Foreign exchange
rate of the country. More clearly it may be sald that the
devaluaﬁion of Bangladesh currency has enhanced the’expart
quantity of the above gooﬁé.

In case of prawns our results show that there is a positive
associaticn between its esport gquantity and exehange rate. But
the pesitive asscclation was very wesk, Only 9,88% of the ;hange
in its expoﬁt cquantity is explained lyy exchange'rate of the
country. So devaluation of ddmestie currency could not help
the growth of itz export cuantity. This was due to wider
fluctuations on supply side,

Our investigation £inds a similar wesk assoclatlion between
the export cuantity of juté gonds and exchange rate of the
country, In case of jute goods, 12,85% change in its export
quantity is explained by the devaluation of ocur ¢urrency. This
weak association of its export quantity with the rate of
depreclation of currency was due to inelastic demand of jute goeéa
in international market,. Among other reasons growing compatitivew
ness of synthetig substitutes &nd st;qgﬁatgon of production were
important. S : EREY
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' In case of newsprint its export cuantity was negatively |
»assoéiated with exchange rates But this negatiﬁa assoclation was
not significant. This iﬁs;gnificant negative agsoclation might
be due to greater/fluctuation in its exports which was meinly

an outcome of higher production coat, low quality of product

and uncertainty of foreign market.

In case of raw jute, our findings indicate a negative
association bstween export cquantity of raw jute and exchange
rate of the ¢ountry. Only 17.91% of the change in export quantity
of rauw jute is explained by the change in exchange rate-éna the
t = value ie gignificant at 20% level, From this t « value and

R2

value we cammot comment anythings: However we have cbserved
that the export cuantity of raﬁfj&%e_was declining over the
period under reviews ?hié decline in its export quantity was
becaugse its price elasticity of demand is less than unity
(«0.3) (Band, M.E., 1987, p.220), The shrinking 6f its exports
qﬁantity may be explained by the fact of sharp competition of
synthetic products, Apart from competition of gynthetics
Bangladesh jute may also face compet;tion from the increasing
output of Xenaf a similar fiber grown in Thailand (Chakravarty

Ses 1988. p.BQ).

Our findings, however, confirm that the devaluation of
Bangladesh currency has increased the export quantity of the
country by anhancing the competitiveness of major exporﬁ

commoditios,



significant at 1% and 5% lavel,
Value in parenthesis is {_ \olus-.

Table s 6.7
Ihe Results of Regresaion Analysis
Sgel atio j RS _
'_,’ffv}},zlu} Export cuantity Index ana imhanga rate (E R) 0.7149 .
Y & 37:1214 4 34371 X' (5,4852%%) ‘
2+ Income Terms of Trade and E«R, 0,5716
. ¥ » 53,1078 + 4.0870 X (3,2729%%) ‘
3, Tea Export Quantity and EsRs 0.55%4
¥ = 82,0785 ¢+ 2,0349 X (3,1547)
4, Shrimps Export Quantity and E.R, 0:7918
Y = «208:959 4 25,3807 X . {6.,7551%%)
S« Fish Export Quanttty and B4R, 0.5646
Y = »232:537 + 29,6188 X (3,9446%)
.6 Export Quantity of Leather (5 0.6734
7o Frog legs Excort Quantity end E.R. 046504
s Y w «1403,11 4+ 150,754 X  (4.7244%*)
8, Newspriat Export Quantity and EsRe 0.,1051
Y = 193,840 « 1,0252 X! («0,3013) ,
9. Jute Gocda Export fuantity and E.R. 0,1285
Y & 426,850 + 2,195 X (1.3301) .
10, Prawns Bxport ouantity and E.R. 0,0988
Y m 456,732 + 14,1671 X {1,1471) _
11. Raw Yute Export Quantity and E.Rs 0,1791
Y = 107,009 « 103X °  (=1,6181)
Note & #** Significant at 3%31&?@1 and without stax not
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6.9 .EXSORT LEVELS AND DEPENDENCE OF BANGLADESH ON FOREIGN
MARKETS FOR ERODUCTION OF EXPORT COMMODITIES

A country may produce 3 comredity for domestic consumpe
tion or for sale abroed or for both., For an indugtcy that sells
only %o :E;:;raign ag@ﬁxies exports will exhaust fully its ocutput,
The potential disappearance of the ex;ﬁort market Bould hence! |
leave all the industry's prodect unsold, The replacement of export
oriented production by arctivities destined for the home market
would then depend on tﬁe movenients of factors £rom export
industries to other industriasil branches. These moy be easier
or more difficult depending on the degree of specificity of
factors, but in any case it may be more difflcult and require
'lénger time than the ghift of sales of the induéi:xy's' ortput

N

from one market wo anotherr,

The sagy replacement of exports by home market activity
is thus inter alia function of the share of exports in i:he
industry's total production.

Two countrles with sane total ewports tatlo may differ
radically from each other 4f ome's exports aré concentrated in
a few industries in each of which they occupy a predominant
share of the industry's output, whereas if the others exports
are evenly distributed among many industries sé that the export
share in each industry does not differ much from the aggregate

export ratlo.

The meagure proposed ls the followlng index of the
welghted ratio of exports €o products designated by @3z for
country j and is defined as # Sjx = E (xij/oij) (Xij/b(j)
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whers Xij = export of gmd i by country b}

1] = total productian of good 1 in country J§

X4 o aggregate exportl of country j. Given the country's
size of aggregate exports this index wﬂl be higher, the more
the exports are coneentrated in a few branches in each of whicht
i:hcy ogcupy a large share. The upper limit of the index i3 unity,
this will be its value whm country's all exports are sold by
industries which work :alely for exports. The lowey 1i.m1t of
the index will ke reached f,wnem the economy’s export structure
is identical with its npredj:zction’ atru&tﬁre,j This measure of
index may show the depmdefnce of the dountry on export with
regards to her proﬁnct.lon. ‘l‘he higher the value of index the
more will be the dependenca of economy on exparta.

In the previous section we have sesn the share aﬁ exports
of scme selected commodities in thier corresponding production
aepérately.t Now it is p:op‘;asad to see the dependence of the
economy in totality on exports for production of major export
commodities. | “

In Bangladesh al’m‘oaté all ths axport comoditieé are
produced for sale abroad aia well as for home consumption,. Very
few commodities like garmantz products and frog legs are fully
export-oriented. ga:ment outputa are prevented from entoring
- into demeatic markets with a view to give pr:otecticm 0 .
handlooms and other textile industries which produce garment
outputs for demestic mrkq#ﬂ. F%ogs have been growing in
Bangladesh in nature,. Prev}ously there was no commerelal farming
of frogs and they are not %rsed as food item in Bangladesh.



Recantiy some commercial farms have developed for frogs \
culture for export only. ‘ ‘

We have tried here to analyse thaudcpenamca of Bangl&d;sh
economy on sxport for p:oduct&on of major mcport items, We |
have excluded the cent pareanef export orienteﬁ items and also 'cha
export items vhose eonttibutimn to aggregate ea:po:ta has been |
 less than 1% in 1985-86, Depending cn the eriteria and |
availabuity of da'ba ve have selected gaw ,1uta. gute manufactures.
tca. newsprint, prawns, ahrﬁ.mps and f£ish for analysis, ..

{

The weighted ratio qf exports to production (84x) " for ,
those commodities have been computed during 1972-73 to 198586,
Results are pmsent:ed in wahle 6.8.

The value of 8ix had a dqcreasing trana during 3.972-73 to
1977-78, Puring this parlod axport quantity's share tn total
production was decreasing for raw jute, shrimps and prama. Tho
export quantity of raw jutc was deerqasing. Also the export
quantity of prawns and shrinps was declining slightly with some
. sorts of fluctustions, The export quantity of other commodities
was mcreasiﬁg élﬁcwly.{ Thaé s ﬁhe amuwal rate of'gmeh\ of
’preduatien of the i.tems was h.tgher than rate ¢f growth of their
export. quantity. As a :esults the dependenc:e of the emnmny i’é&.‘
production of those goods cn exports was ,decn.nzng.

Dur.'mg 1979«80 to 3.985-86 tha dtpandanee of the eccnomy
for products.an of those gﬁeas on wxports was :lncreaaing, This was
- 80 begause the aggregata axports quanti.ty of t:he goods menttoned
above was inereaaing £aam than the aggregaue quantity of their
production, :

¢



Table @ 6‘0 8

The welghted ratio of exports to production in case
of some selected commodities of Bangladésh during
1972«73 to 1985-86

Yeoar z*}eight:d Tatio
1972<73 0449
197374 0.44
197475 0,45
1975=76 | 0.43
157677 033
 1977-78 0,29
1978-79 ' 0a 25
1979480 : 0.25°
1980-81 - 0.28
1981482 1 0.29
198283 0431
198388 0.31
1984-85 , 0.33
1968586 . 0.42

I

Source 3 Appmam Table 3 12

3



6410 EXPORT INSTABILITY AND BANGLADESH

One big problem with which UNCTAD has been concerned
is that of stabilisation of export esraings of developing /o "
countries, The pﬁaes of é:imry products f£luctuste more than -
that of manufactured pmducu. This enhances tnstabuity of.
IDC's export earnings,. ‘I‘he e:mort. instability gives r:lae to
many problems including dgﬁficulties in planning development,
hinder development pm;:ess? gepricusly and vestrict imports of
capital equipment, | |

~ In 1966 Alisdair and MacBean chose twelve of the less
developed countries that had espgciany large fluctuations in
their expé:t :l.nc\%omqsi Argentina; Bolivia, Ghana, Haiti,
Indonesia, Iran, Iraqg, Kogfﬁa. Malaya, Pa.ki_.stan.n Sudan and
Vietnam, In four of these iicountries price fluctuations have
had an important bearing on the fluctustions in export income.
But in others and o .a zafgc axtent in four countries the |
primxy cause of £1uetuations 4n. the export pxoceeda was thc "
fluctuation in output pr.Oduetﬂ.q The works of Exb and Sehiava- ’
" campo (1969) and Kanen and Voivodas (.1972) have tended to
confirm MacBaan’s findinga.

‘ Conventionally czomodi.ty ccncemtra.tion ‘has been rega:ded
as a prime cause: of expm earnings imtahiuty in dm).opi.ng
countries, the assumption bei.ng that c&r«mdity aisparsion
reduces inséabuity bec:ausie £fluctuations in one direction in
some exports will be effset by c:ount;er: ﬂmmatiom of
stability in earnings £mm ather ecmediews.x
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Bangladash export rdheipta auﬁfe:eﬂ £rom wide range of
£luctuations, We have analyuﬂ the imttabni.ty of her exports
under the purview of ahovm angles.

It is ex,pected that wj.th devalapmt of the ecarmmy. the
(instabnity of exports shoul.d have dearened. To see what
aetua:uy has happme& to Bungladesh exports, we havc cnmparad
instability coofficient fm: o&&fﬁemnt pﬁrioda.

For ca).culaﬁmu of inmtability coefficlent of Bangladesh
exports the Coppeck (19632) log variance methed is used, The
instability index according o Coppock equals the antilog of
the square oot of the zog'a:i,t:hm.c vax;‘ia:im of the series which
is given by B ‘

vm«;-:u.l [mg *1-1093%, E&'i
. Ellog X, . 4= }.agxtj where N and X are the
number of years and value 94.';' export receipts respactivaly and
subscripts indicats m date. v mq st:anda for the 1ogarithm1¢
?arimm of  the 3&1&,

Alggbt@icauy the instability index = antileg /V log .
Our results are presented in Table 6.9,

When pre and post independence periods are compared it is
observed that the expert instability of the country was 7.13
| percentage points less in ,past;-maepm@nce perdod than that in
}pmin&opmﬁmcq period. That is during the pastvmﬂegendmicc (
period the stabllity of export earnings has increased. The |
following faators were raspens!.ble for increased atabnityt .
(1) The government exporit y@l:lcy of . the independent country is
more keen to increage real ,empa:t earnings of the countrys



(1) with the advancement of econcmic development the
instability on supply gz.dé of export items has declined,
(114) The exports of manuf!adtlmeé. items have been increasing
at faster rate and (iv) tﬂeﬁcammcdi&y and geographic
concentration of her expert:a hag decreased during post-
independence period in Wxim t6 pre=-independencs ﬁariod.

The export earnings %.aﬁ developing countries are subject
to instability because thét: exports consist mainly eﬁ primary
commodities, This hypothesis is supported by our £indings in
case of Bangladesh, The instabllity cosfficlent of export
earnings of her primary cmtiea is 16,65 percentage points
higher than that of her ma‘aufagmea exports.’

Another important finding of the study is that the’
instability of export quantity index is (23.67 percent) more
than that of hor expert price index (19. 12 percent). That is ‘
the ;:x:ice of her exports waa more stable than her export
quantity, Thiz was so heaéum her éaxport quantity is subject
to two combined effects oﬁ instability ¢ one ﬂ.’om demand side
and the other from supply siﬂt-

Another £inding of car stady shmm that the export
instability was 18.85 perq;nh during 1978=1973 t0 197980 and
13.69 percent during 1980-1981 to 19851986, That is the
instablility coefficient wa; 5.18 percentage points less in
latter pericd than that im former period, It ¢ould be remarked
from these findings that hex- export inatabiuty hag been
redueing with the passage 9‘.& time in the posteindependence
period, Immediately after independence the whole economy of the.

4
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; cmt:y was very muach flﬁég;uaﬁnq and wnstable dua to sconomic
and non~seonomie factors, Over a period of time the instability
as well as Zluctuations of the économy hsve reduced. This has
minimised instability of export on supply side,

8imilarly imediatniﬁr after indepandence she had to explore
markeu in the world as a ﬁm independont state, Her export
eamodities had faged many aeanomic and political tmrd:.ea in
the intamatimal markets at t:ha inltial stage, A8 a rasult
the instability on demand giﬁa was more during the initial
period of independence, But over a pariocd of time the political:
mirdles have vanished and égmxomm bargiers have been minimised
by export pmméion masuréa of the country: As a vesult the
w'er:i:'l,wxi: 1nstab§.i£ty on demaﬁd side has also decre¢ased.

Commodity cmamtrau#.on has long been regardsd as a major.
factor contrimting to the short-run instability in export earn=
ings of developing countt;?s, In compl.iam:p with this balief we '
have attempted to find Qutthe assocdation of expoxrt ,‘.;xstaﬁiuty
and commodity ccncmt:atsi@ii and gecgrarhic concentratiion of
Bangladesh through éa&mlai;&m and regression analysis, Ve
have regressed the annual i'ama'aﬁ commodity concentration and
gaograiphia concentration on ami;a!. instability coa:fw!.ant (4
exports, We have gaﬁ a pogi;tiva assaciaﬁion Mwm axport
instability and axport aoneenhratian. But this associatien is
. not confirmed due to insigniiieant value of R? and te values

In aompliance with pu: atudy a ccnsidemb}.e number of
empirica) stazdias (Michaely; 1962, Masau),, BeFy : 1970, Bftum.
PuOys 1572 steo.) have ﬁaueﬁ to detect a as.gnificant positive

AN



relsticnship between concentration and export instability.
James Love (1986) shows that the use of a time series rather
than a crosa-seation model produces resulis consistent with
the argument that commedity concentration has an important
influence on export imstability. ' '

In case of cur study time series deta have been used but
no significant relation between erport instability and commodity/
geographic ¢cncentration has been detected,

wgtﬁ a v;ew to £ind out the causes oﬁ export insaability.
Coppoek (1962 study used 3¢ explanatory factors cut of which
12 ¥nriables ware found most sigmificant in éxpiaining the
export instability of the countries coneidered. These weret
(1) Natioral income, (i) GNP per capita, (iii) foreign trade
as percentage of GNP, (iv) velue of foreign trade, (v) foreign
trade per ¢apita9(v1) Import value instability index, (vii)
Export cquantum instability index, (v@ii) expért prices
instability index, (ix) logarithmic rate of export growth,
{x) erport commodity concemtration index, (x1) regional export
concentration and (xii) pefcentage of export to UsSdA,.

In case of Bangladesh the Jactors menticmed by Coppock
might be considered as the exp&énétofy variables of export
instability.

Why there exists no significant assoclation betwaen export
instability and concentration in Bangladesh sitvation may be
investigated with the help of ¢auses mentioned Machean an§
D.Ts Nguyen (1980), They offered a number of explanations for
ﬂnexpeetéd lack of assogiation: First, countries with highly
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~ Table 3

Instability coefficlent of Bangladaesh Exports during
1972«3973 o 198541986

Year

Annual fluctuations Instability

in Export Receipts Coefficlents
{export receipts)
% 4
1972«73
197374 10.63 187213 £0 1985486
) ) 16.,63
1574<75 13,90
1975=-76 48,51 .
1976=77 0.78 1972~73 %0 1979-88
18,85
167778 10:77
1978=79 1287 1980-81 to 1985486
13469
1379-80 4.41 ‘
198081 111,15 'Pre-independence periods
198182 10,51 1948-49 %0 1969~70
: 23,78
19823~83
1983=-84 665
198485 9.25 1972-73 1o 3198588
198586 - 10,07 Bxport quantity index
23467
Export price index
‘ 19412
Manufactured exports
GRG
Primary expprts
31.09

Source : Appendix Tsbles ¢ 1,4,648.
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concentrated expores tend to exgort commodities with relatively
stable proceeds; secondly, diveraiﬁiéﬁ%agpert strugture may ba
compogsed of pro&ﬁcts with higidy uorrelated earningsy  third, for
any individuel country & glven degrse of concentyation is
monsistent,wiﬁh a range of values for an instability index. Above
all wve considered only 14 yzors perlod which is very short in
cconomic sehse, This xelativaiy shert perdod of time wmay also
be accounted as a pessible reasen for non-axistence of any

peeitive association batween export instability and concentration,
6.11 ELASTICITY OF BANGLADESH EXPORT

. Thgre was a lively discusslion smong sconcmists In the late
15408 aﬂa early 1950s sbout empirical mezsurements of demand
elasticities. The £irst published studiss by Hinshaw (as
'reported by Sodersten, 1985) and Adleé {1945) showed véxy low
values of aemanﬂ elastld clties axound or less than unity, These
studies were later criticized malnly by Orcutt (1950) amnd
Harberger (1950). Later on a good number of workes (Askari and
Commings, 1976, Behrmap, J.B., 1377, Goldstein M. and Mohsin,
8.,K. 1978) has bean done in this line to analyse demand and
supply sltuation of exparta.

The export performange of a country depends on demand and
supply conaitiona‘of her export commodities. On the demand szide
the acbivities in the industrizl countries is by far the most
important determinant of demand for developing éountcy's
axports, Moreover comnodity composition, commodity prices,
gecyraphic location, industrial country's policles and growth



of naticnal income play 2 sighificant rols.

On the surply side weather c.a,zﬂitionﬂ i resourcs endowe
ments, relaq.vrn prices, ltachnology. dome tic growth and popula-
tion growth all determine the supply of a developing country's
axports, Apart from the weather and resource endowmsnts all

other determinafits of supply are affected by domestlc policies,

The combined impacts of different detersiinants of supply

aand demand side are reflecteﬁ in elasticities of mcpcwts.

The present section is devoted to measure the elasticities
of Bangladesh export and to make a compayative gtudy of the

same with some related countries.

There are different concepts of elasticities, Among them '
the £ollcowing ones are used t0 measure the gltuvation of demand
and supply of exportss '

(1) Price elasticity erf:“ export demand

(2) Income elasticity of export demand

(3) Export price elast:&;ity of supply and

(4) Export elasticity
Depending on the availability of regquired datagcf,‘We attempt liere
+o measure the export elasticity and inicome el;asticity of

Bangladesh exportse

Export elasticity -of a combryts expdrt is a comprehensive
idea to show the £inal export responsiveness, Therefore this
section is flrst concerned with measurament of export elasticity
0}2 Bangladesh. The formula used §st

Bxport elasticity E, = ?_‘3{2__ 7 Ehe AMy.
W



- d-{'f- x M, wheré: &&B = chai:ga in Eénglade‘sh exXport,
N K
Xy = original exports of aanglad«sh. aM, - change in worla
imports, M, = onginax :l.mporu aﬂ the world,

Here a comparison ji,s‘ also made of her export elasticity
with export elasticity of some selectsd Asisn gountrias, Export
elasticity of her exports wn}. show how her export responds ¢o
changes of world imports, | |

Second atsp to ealcmlata income elasticity of demand for
her exports in major import&ng countries will show how the
demand for her export xuapmdn to the change: in income of major
impoxting countries, The fc:mla used to meaaure income

elasticity 18 1

@X, = change in Bang;tamh export in eountry &
X; = Original export of iBangladesh to country a
d, = change in income of country as’

¥, = Original income of aountry a and ‘ : N
E, = income elasticity- !

Here one thing needs ta be msn&ioned that we have used net
material product data for the period from 1974 to 1985 and export
- data for the period from 12‘?31-?4 to 198485, Due to lack of
countyy wise &éta of aéngz,gagm export in caiendax year we have
had to use data for ﬂnan:ciia}. ‘'year. *he length of both the
pericd igs sam#, But only difference is thgt the financial vear -
starts 6 months earlier (i.e, from ist July 1973) and ends also
6 months earlier (i.e. on 30th June 1985). This six months

3



difference within 12 years ! period would affect cur result to a
little ettent,. ;:

Table 6,10 and Table 6412 represent the resulis. The
export elasticity of Bangladesh export was 0,80 during 1973 to
1984, That is her export iéereased by 0.80% with 1% increase of
worlid import, ”Tl}c axport ei.astieity of her export was less than
unity (0,53) during 1973 & 1979 and more then unity (2.57)
during 1979 to 1984 That s during the period from 1979 to
1984 her export was highly ‘responsive to changee in world imports,
When her export alastieity is compared with 11 selected Asian
countries it is found that ‘her export was 1%3 ress:onsive than

. . that of Japan, Indla, Si.ngapore. the Philtppineso Thanand.

sri L_anka. Malaysia, uongkgng.‘ Rgpub).;lcz of Korea and Indonesia
and had higher reaponsivenésa than that of Pakistan to world
import changes during 19?3 to 1984, During 1973 to 1979 her
ea:pu:t: elasticﬁ;y was lass ‘than that of all these emmtr!.as.

One important point te note is that the export el.asticity~,
of all selectead countries waa ‘higher during 1979 o 1.934 than
their respective a).aaticities during 1973 to 1979 euccapt India,
That is export pex*fomanm of all melected countii except xndiac)
- Was: Mttg: ﬁnringv 1979 to 1984, DPuring- this period the export
.elastici.ty of ‘Bangladesh txpm wag higher than that of India,
Pakiatan, the Phiuppines, ‘Thallend and Indonasia, '

The income g&laahﬁ,gitg of demand of Bangladesh export was
more than unity with zaspiét to Iran, Sudan, 'Xt.aly, Belgium,
Federal Repubuc of Germany, Netherlands, Bulgaria, Japan,
Pakistan and ﬁingapare and: 1eas than Unity for U.S.As, U.Ks,



Table 3 6.10

Export Elasticity of some selected Asian gountries including
Bangladesh during 1973 to 1984

Name of countries . Export Elastlcity
1973 o 1979 i979 to 1985 1973 to 1984

4

Japan 0,9832 - 346595 1.5526
India | - 0,9195 046755 0,8592
Pakistan 0,6380 11,5262 . 0,7528
Singapore  1.5827 3,9036 2,4005
The Philippines 0.8262 0.8457 0.8099
Thailand 1,3086 242597 1,6112
Sri Lanka 0.7676 2.7112 1.0999
Malaysia 1.4448 2,5875 1.8521
Hongkong ' 1,0919 4.8836 1,973
Republic 6£~Kor§a 2.4313 24,1046 ; - 3.6118
Indonesia - 2,1168 242716 2.5039
Bangladesh 0.5306 | 2.5703 0.8029

Source 3 Sppendix Tables S, 10 and ii
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UeSsSeRee Canada, Australt%t. Boypt and India cut of 17 major
importing countries, '

‘i‘hat is her expox:t. increased ‘by mere than 3,%‘/ when the-
national incoﬁe of the fcm;nez' countries increased by 1% and
increased by less than 1% with zaapwt to the latter countries
when their S.nam mcreased bsr 1%, The average inccme elantieity
of her exports with respect to sbove countries was 2:61e the
range of average increase jé'f NMP of the :Eéms?: countries was
between 3,74% and 15.47% per armum and that of the latter
countries was batween £.88% and 11.97% per anmum during the same
period, Marian E, Bond (199‘7} showed in his study that the
income alastmity of food !,s mo:e than m&ty in all vegions,
Besides we know that the expm of mnufacmring in the world !
hag been increasing £aater than that of primary goods, That is
income elashicity as well as «xpors e}.asti.cs.ty of manufacturing
goods is. higher than that of primary gnods. This statcmsnt was
supported hy our ﬁndingt. Because wé knew that the share of
manufacturing export:a and f@od exports in the aggregate exports
of Bangladash was increuing over th& period of time, Az a
result the income elasticity of her export was mors than tmity
in 10 major importing aomtries and also the average igmom e -:.%‘ '
" elasticlity was morIc than ufxity in 17 major importing eodntx:ies.‘
Moreaver the export elasticity of her exports was higher (2.57)
' during 1979-84 than that {0.53) during 1973<1979+ |

Tabxe 5,12 presents ;inceme alasticity oﬁ demand for major
export commodities Bangladesh in major importing countries, Here
‘the income elasticity of demand is computed by adopting the



Table & 6411

Income clasticity of Bangladesh exports in major
importing couwntries during 1974 to 1985

Countiy Income clasticlity Average annual
- increase of NMP
. L %

TuSeds 0.8781 8.87

Iran® 5.5100 13,20
Sudan® 1.8300 5422

UKD 0.8427 6e17

Ttaly® 5.5792 | 584

Balgiun’ 3.3753- 3,74

U8R - 0.6528 .88

FuR,Go 4.5370 | 4422,
Netherlands 37030 T 4,85

Canada 0.9831 7.08

Augtrelia 0.5381 ~ 5.16

Egypt 043063 11,97

Bulgaria® 2.7208 315447

Japan 102353 9,25

Pakistan’ | B8,4606 : 7.79

§iﬁgapora h 2,2547 10,72

Indie 0.9722 : 6424

| Average -
23,6131
Notes a : 1974 to 1983, b s 1974 to 1964,

:
¢ 3 1974 to 1981 & 4 3 1975 +o 1985
Source : Appendlix Tables, 3, 10, 1i1.



T&blﬂ ¢ 60 12
Income n&&aﬁ&&ty of demand for raajcx: export commodities |
of Bangladesh in major imr&ing countries during 198081

1924-95
Countries \?ut:e szaw ~ Garments Shrimps Leather Tea
goods  jute ' , :

UeSiae 047723 - o,{ssa 2,5673 1.8563 0,3568 0,9828
Iran 3.5862 6:5132 2= = - -
Sudan 4,023 - - - - -
UKy 10,9821  0,1245  1,9895  1.3246 -0.,1254 0,321
Italy 1.0537  1,1537 1,025 0,9875 0.8251 =
Belglum  1,5347 0,6537 0,9821 2,5013 0,9851 =
UsSaSeRe  =0,1213 =042037 = - 0.6383 2,153
FeReCa - 2.0531 0.8532 3.5782 1.5682 1.2545 0,123
Netherlands 0.3489 0,332  2.1053 1.9856 1.,403%1 1.0531
Canada 0.5156 0.4012 1,0286 =  0.,4121 10,3516
Egypt '0,4173  0,7878 = - - 0,6521
Bulgaria 0.5232 0,781 1,048 = 046513  1.0513
Japan 0.9878 0,2510 N.E,  1.0631 1.0031  0.6153
Pakistan 2,051 2.5361 = - - 0:9753
' Singepore  0,7512 1,051 21,5132 2.3145 2,360  0.3361
Tndla - - < 0830 -

Soupces Calculated om the é;bagia of commodity wise export data
to different cecuntries published by Export Promotion
. Bugeau’ of Bangladéshy Dhaka in "Balnglaﬁaah Export
Statigtics” (difﬁermt issues) and NMP. data aﬂ tha

country c;om.emed. - ' ’
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formala as mentioned earlier by pooling data fior the pericd
from 19680-81 to 108465, "

¥he inwome clasticlty of demend of jute goods waz less.
than unity with respect to almost all the eauntries‘except Iran,
Sudan, Italy, Belgium, F.R.Gs and Pakigtan. Sa,this coﬁmadity
possesses prespects for future expansion in the countyles where
the income elasticity of demand for jute goods is more than
wnity, Its demand will further deag@aaa in UsSR in which income
elasticity is negative. Raw jute’s income elasticity of demand
is more thon uniﬁy anly‘in'lran; Italy, Pakistan aad Singapore,
S0 the export of row jute may increase in these countries
with increase of their nationa) income, Garments show better
prospects for expansion in almost all ﬁhe countries that they
have entereds Its income elagticity of demand is more than unity .

in all the countries they are exported except Belgium,.

Similaxly Bangla&ash,ahximps has also better prospects
for future expansion in élmoét all the major importing countries .
vhere 1t is exported, Leather has better prospects in F.R.G.,
Netherlands, Japan and Singapore while tea in USSR, Belgium,
Netherlands, and Bulgar;a among major importing countries on
censideration of income eléstimity of demand.

6.12 SUMMARY AND CONCLUSION

Export price index waé more prominant to ralse export value
index than export quantity index during the period under review,
That is the rise of export price was more prominant in the

increase of expord valus of the country than the rige of export



quantity, But both rose during the ericd.

' Export price index “w‘éa higher than that of genersl price
index in almost every year Guring 197374 to 1985486, Its
average rate of increase w?g higher than that of genaral pﬂ.ca
index. This helped the expension of aggregate export earnings
of the coumtxy Ly shi"*’tihgl' commoditios from domestic market to
fcreign market due €o higher price in the latter,

The export price of raw ju"te. taay frog(legs and leather
was Iincreasing with acgel.@x;atim while that of prawns, shrimps.
fish, jute manufactures ané newsprint was increasing with
retardation. B

Similarly the éa:pprt ;' quantity of prawns, shrimps, and
£rog legs was inamasing with acceleration while that of tea,
f:l.uh. Jute mnufact:nres, newsprﬁ.nt and leather was increasing
with retardation, Only the. mport: quantity of raw jute was
declining with mtardation.

In case of some aeleef.ed &amadi{:ies the average qmﬁh
of export price and quantity ofi ;arimarg commodities was ‘higher
than these of manufactured aonmaﬁ:ltins. The averaqe rate of '
increase of export quantity of primaxy commodities was higher
i) )an that 6£f their export price while the growth rate of axpart
price of manufactured gacds wasg higher than that of their export
quantitye .

The price of important export items of the countey rose
to a greater extent in domesti¢ currency due to devaluation of
her currency. z»p Us dollar tems the export Pr@éé of different

i



commodities changed at the folliowing cenmtinuous compound rate:

{

Raw jute ¥ 0.97%

Tea '3 Bld9%
Prawns ‘ ] 3.95%
Sherimps t 6,42%
Fish 5 T e22% )

Frog legs @ 1.00%
Jute goods ¢ 4,03%
Newsprint T 5.,94%
Leather : =8,13%

The hxﬁdnctién as wall as yleld per acre of raw jute wae
increasing slowly with an acceleration in the growth rate, The
production of ftes was Increasing at mcderate rate {3.49% per
annum) with retardaticn: Similarly its yield per acre was

increasing by 343% per éanqm with retardation,

The cateh of shr&m@saanﬁ prawns increased by 1.28% per
'annum with 0,45% rate acoeleration while the production of £ish
decreased by 0.32% per annum with 0,09% rate of acceleration,

The production of fish was declining upte 1977-78 and was again
increasing during 1978479 to 1985+B6. 5ifferent measures taken

by the government and finanggal institutions in respect of credit,
long term loan and establishment of government farms helped to
raigse preduction. |

The performance of jute mamfacturing industries was worse
during post-indepandence perlod then that during pre~independence
period, Though the number of permanent workers and looms increassd

in 1985-86 the production of jute goods failed to reach the level
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of 1969-70,

During 1972-73 to 1985-86 the production increased by
1.05% per anfium with deeeleration though the loom utilisation
decreased ftom 84.04% in 1972—7 3 to 82,85% in 1985-86‘ Bhe worse
performance of Jute manufactu:ing industry in post-tndopendencee
period vas due to (%) mi.gation of key managerial staEf and
entrepreneurs to Pakiatan, (11) shortage and frequent failure
of power, (1ii) labour um:est. (i\r) fall in quality of manage- .
ment due to naticnallzation etc.

The production of neﬁspxint was mciaaaing by 4.46% pex:‘
annum with acceleration, ‘

- Devaluation of Banqladeah currcnay had a positive hnpaet
cn export gr:owth of the eountrm It {mproved income terms of |
trade ana enhanced aggregata quantity ef export, Export quantity
of iltems like tea,- ahtimps and prawns, £ish, frog lm. Jute
'goods. leather and nmpnint inez:easad with dwaxuatiom But
it failed to raise esiport quam:ity of raw jute whose demand
squeezed in intematicnal markat due +o qrawﬁ.ng use of synthetics,

The dependence af tha countzy on foreign market for
production of mjor: export camodit‘a‘.es was aecraasing slowly during
1972+73 to 1979«80. During this period the share of exports in
total producticn was decreasing for some ccmmdities ‘due to
increase of domestic cenaumpﬂon and comparatively higher rat.a

.of rise of pm&nction than tbat of exports. It started increasing
during 1979=~80 tc 1995-95, ms was the outcome of rapid growth
of export of some conmodities than their p:oduct&on, Alsoc the
higher axport pr,i.ae provided incentive to shift cmtput from
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domestic market to- ﬂ:u:ws::l.q.':fi markets,

The instability c:aeﬁmiem. of Bangladash export receipts
was more dur::lng pre-mdependenca pariod than that in poste '
independence period.km Ets’ instability decreased in post- ,
independence period due tot economic development, export prometion
policy, increase of manufacture exports and more divexsificatien
of export at geographic and gﬁmodigy lavel,

| . During paat—indépendénca period export quantit& was aﬁbject
to more instability than mm price, Export quantity was more
unstable because of mstabiuty generating factors on supply
side and demand side,

The metabinty of mnufaatu:iag meperta was less than
that of primary eamneditiea. bDuring poat»independance period
:.nstahiuty Of her exports waa decreasing with passage of tim.
Instability of her exports waa less during 1980-81 to 198586 <
then that during 1972473 to 1975-80,

The export elastici.ty of ha:- export was less than unity
(0.8029) -during 1973 to 198%. That is her export was less
responsive to changes in warlé imports. But over the period of
time her poaition 1mpmved. Her export a!.astic;ity was more than.
unity (2.57) dux:ing 1979 tﬂ 1984,

Among 12 selected As:!.an countries her export ezaaticity
was less than that of all countries during 1974 to 1979 and more
than that of Indonesia,. Thaha_nd,g‘th,& Philippines,. Pakistan vand o
India during 1979 to 1984s: o

The income elaaticity af har expart was mre . than ity
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with respect to Iran (5.51), Sudan (1.83), Italy (5.57), Belgium
(3.37); F.R,G.{4.53), Netherlands (3.70), Bulgaria (2.72),Japan
~(1.23), Pakistan (8,46) and Singapore (2.25) and less than

unity with respect €0 U,S.A, (0,87), UK, (0.84), U.3,8R, (0.586),
Canada {0.98), Australia (0.53), Egypt (0.30) and India (0.97)
among 17 major importing countries. The averagé income elastie

city of demand of her exports in these countries was 2,861,

This income lelasticlty of her exports Indicates that
har exports possess hetter prospects for future expansion in
major importing countkles with the growth of income of these
countfis. Among major commoditles garments and shrimps have
better prospacts for expension in major importing countries on
the consideration of income elasticity of demand, Jute goods'
bxports have got better prospects of expansion in Iran, Sudan,
Italy, Belgium, F.R.G, and Pakistan, The export of tea may be
increased at a higher rate to v,s{s,aa, Netherlands and
Bulgarla and that of leather may e&yana in FP.R.Ga, Netherlands,
Japan and Singapore.



Chapter Appendix Table s G413

The Regression Equation ¢ ¥ = Katbtz/ 2
Dependent éariable X ar b
Jute P 17255 1,12 1.,0019
Tute g 27402 0.,93219 0,993
Tea P 5.86 1,14 1,00751
Tea q 1741 1410678 0.9906
Prawn 16476 1439936 0.97366
Prawn ¢ 132.64 1.2208¢ 1.0089
Shrimp p 19 .61 1.1992 6,99735
Shrimp g 2266, 23 0,95557 1,02808
Fish P 4430 1.46 0,97
Pish g 500,21 1.66748 0496139
Frog legs P 15.42 1,13207 1.00206
Frog legs g 18.32 23075 -1.0038
Jute goods P 24B3,59 1.18 €.99589
Jute good g 387,68 0, 6559 0,995
Newsprint P 137175 1425 0.9911
Newsprint g 14129,21 0.92256 0.99207
Leather P 100,75 0.9184 1.0036
Leather g 1347,05 1,633 0,9898
~ Jute ¥  5963.41 0,99886 1,00013
Jute Yield 14409 Oe24044 1,00055
Tea ¥ 22466 110247 0,99168
Pea Yield 206,81 1,10987 0,99055
Shrimps and Prawns ¥ 2447 1420245 1.00465
Fish ¥, 309,87 1.05427 1.00097
Jute goods ¥ 181,57 1.19314 0.9919
Newsprint ¥ 870,27 . 0,96334 1.919887

Note: P=Price{export), O=mcuantity (export), ¥Ysproduction.

b 1 indicates an accelerstion in the growth rate

% P indloates 3 retardation in the growth rate



