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.1 INTRODUCTION

16th Decembey, 1971 Mas been the emergence of Bangladesh
as the eighth largest nation on the earth, Immediately after
indepsndence the country has been trying to boost up her
exports to cope with :&pmy growing imports 0 meet the
requirements of raw materials and capital goods for economic
development and to $131 up deficit of food, Also the substantial
squesze ca foresign sid prﬁrm in international market and
nagrow base of domsstic market has made export sector of the
economy strategic for development, Moreover the recent success
story of export-led growth in some Asian amall countries like )
Republic of Korasa, Talvan, Hongkong, Malaysia, Indonesia,
Singapore and the Philippines has inspired Bangladesh for export
development, Further bett';w\ export performance of the country
has also transmitted some hope of success in the line of
sxporteled strategy of developments

Above all Bangladesh is a lebour surplus economy,
Unemployment: and disguised unexployment has become acuts .
_economic préblem of the country. Agricultural sector of the
sconomy possesses very 1ittle scops to abeorb the surplus
lsbour force, Becauss dlsguised unemployment is already
existent thers. Sc the only hope lies in industrial sector,
Dus t© small size of the country and low per capita income
(us & 160 in 1986-87) the country has to depend on interw
national margket for mdnstrial development, Bosides ths country



is characterized by slow economic growth and rapid population
growth over the past two decades, GDP increased at an annual
rate of 2.4 percent during 1965-1980 while population increased
at an ennual rate of 2,7 perceitty However there was some
improvemsnt during 1980 to 1985 when GDP growth rate was 3.6
percent and population growth was 2.6 percent per annum, The
industrial sector has besn growing at a rats of 4.7 pexcsnt per
annum during 1980-85 and at & yate ¢f 3.8 parcent per anmm
during 1965-80, Inspite of Jow growth yate of jute manufacturing
industries, soms other export-driented industries have pushed
up the industrial sector. This sectoral performance along with
the éme:aluatim of the belief that bstter eccnomi¢ performanes
is assoclated with better sxport parformance in IDCs and also
nesds of her domestic soonomy have neceasitated the country o
think on the line of exportelad strategy of devalopment,

Now a burning question raised 1s vhether axport-led
development strategy would work fior Bangladesh. This strategic
uau- homa up the vital importance of .our present study,

‘.!!he main ohjectiva of i:hee atudy is to answar the
fundamanta) cuwstion whether exportsled strategy of dGevelopmant ‘
would be workable in Bangladesh, With a view to work oéxt .tha
answer to the question the study has analysed and examined
exports from different angles like export paxfcxmcau;
composition, direction, quantity, price and production trend,
export and dwezapmnt mlaﬂm ey ‘

Accorainq:.y Chapter 3 amlyau intxoductcxy mpm
like i.mx:tanm; data base etc. It also mim s0me xelwant



literatures - in this lina,

Chapter 2 highlichts the export performence of
Bangladesh during pre-independence period, It analyses esport
and import growth, balance of trade, composition and direction
of exports, It also directs attentien to the main feature of
foreign trade during pre~independence time. '

Chapteyr 3 outlines the exports performance of Bangladash
during peste-independence pericds It compares growth rate and
acceleration/retardation in growth rates of exports and lmports,
the import capacity of exports, contributicn of exports to GDP,
It also analyses term$ of trade, balance of trade and changes
therein over the period., It examines the change in Bangladesh
shers in world aggregate exports and conpares her export growth
with that of the world, developing countries, least developed
countries and selegted Aslan countries,

Chapter ¢ discusses the composition of sxports,
performance of major export commodities and pine-pointa the
structural changes, It examines the ¢hanging pattern of shares
of Bangladesh major export commoditiea in thelr world aggregate
exports. It also analyaes madity concentration of exports
and its changes over the period and relation with export
performance,

Chapter 5 studies the direction of exports to different
regions and major importing countries and changing pattexn of
har exports to major importing countries, It outiines the
growth pattern of her exports in comparison with the growth of



imports of major importing countries, Besides it studies
gecgraphic concentration of her exports and £inds out its
changes gver the pericd,

Chapter 6 ¢oncentrates on the movements of export
price and quantity indices and segregates thelr impact on export
value index, It analyses the ehangiﬁg- pattern of export price
and quantity of major export iftemg. It also @xamines the impact
of devaluation on export price and {guaati.ty and discusses the
changing pattern of producticn of major cuport commodities,
export clasticlty, income clasticity and instabillity cofficlent
of exports. |

Chapter 7 addpesaes itself to the export policy,
existing export premotion measures, their effectivensss and
future prosective lines of export expansion.

Chapter € is devoted o £ind out export and development
relation in the context of Bangladesh with a view to examine
the workabllity of mortele& strategy of development in the
countrys. It also diseusses the theoretical, empirical and
historical evidsnces of exportw-led growth,

Chapter 9 presents summary and recommendations,
Banglaé@h is predominantly an agricultural country, Agriculture
e"antributad'abwt 46 percent €0 GDP in 198687, She possasses
potential for zchieving a high level of growth in agrieultural '
production. The food grain cutput in Bangladesh has been
increasing at a very slow pace in comparison to the growth in
ropulation, Thia situation has made the country too mueh



dependent on food éid and cereal imports. These food imports
absoib a huge amount of foreign exchange earned by export
regime which otherwise could meet the investment demand of the
economy. SO the problems and prospects of the external’sector
are not isolatéd at all. The export‘policy can not and should
not be separated from the national economy. Because develop-
ments in the foreign trade sector and developments in the

. economy as a whole are inter-linked. Trade policy and overall
econémic policy of the econcomy consist of bidiréctional causal
relation to each other., For instance the reform and redesign of
industrial policy in 1982 has limited the role of public sector
to basic and strategic ihdustries‘and ecouraged féreign
investors to invest in export-oriented and technology-intensive
industries by providing liberal incentives. This policy has
helped rapid growth of the garment industry and attracted

foreign private investments

1.2 DATA BASE OF THE STUDY

The study completely relies on published materials,
It has used data published by national and international
! ,
organisations, At the national level the study relies iipon data

from published materials of the following organisations:

l. Bangladesh Bureau of Statistics (BBS), Dhaka
2. Export Promotion Bureau (EPB), Bangladesh, Dhaka
3. Bangladesh Bank (BB), Dhaka

4, Export Processing Zone Authority (EPzA), Dhaka



5, Plamning Commission, Govermment of Bangladesh (GOB),
Dhaka o

6. Ministcy of Finance, GOS, Dhaka

7+ Minlstry of Coomerce, GOB, Dhaka

At the internaticnal level it used the data from
published matarials of the following organisations mainlys

1. UNHO

20 INP

3: The World Bank
4. UNCTAD

Publications like Banglodesh Statistical Yearbook,
Forelgn trads statistics, Bangladesh Bank Annual Report,
Export Recsipts, Import Payments, Economic Trends, EFB Amnusl
Report, Export Statistics, Trade and Industrial Policy (TIP)
Reform Programme Report, Economic Sutvey of Bangladesh, EPZA
Report, Export Folicy, Import Policy, Tea FOlicy etc. were
_ found suitable for the study from the national level
" oxganisations,

Publications like UN Statistical Yesrbook, Fmiqa
Trade stm:utim. Handbook of Internaticnal Trade and Develops
ment mati:ttch World Development Report, Intermational
Financial sumttet. Commodity Trade and Price Tremds,
§mﬁ§t£ea1 Yearbook for Asia, Yearbook of International
Trade Statistics ete, were found useful for the study published
by internationsl level organisationse



13 BANGLADESH s AN JNTRODUCTION

Bangladesh was a part of the British India provinces
of Bengal and Assem, With the temnination of the British
rule in August, 1947 the subecontinent was partitioned Into
Indis and Pakistan, Bangladesh was then a part of Pakistan
and was known as East Pekistan. It remeined 20 for about 24
years from August 16, 1947 to March 25, 1971. It appeared on
the Wéxm map as an indepmddm; and sovereign state on December
16, 1971 following the victory at theé war of 1liberatien from
25 Maxch to 16 Decenber 1971,

Except the hilly regions in the north~east and southe
east, some aress of high land in the north and north western
part, the country consists of lon, flat and fortile land,

The network of rivers : the Padms, the Jumma, the Tests, the
Brahmputra, the Surmas ths Meghna and the Khammaphuli flow
through the country. Beeides these hundreds of small rivars flow
through Bangladeshs

© The population of the country stood at 10,41 crores
in 1986487, The percentage of urben population was 15,2% fn
1961, The rate of population growth was 2.6 percent per anmum
Auring 1960~1985, The density of populition was 1673 per
square mile in 198&-"»82; The literacy rate of the country m
23.8 peresnt for the population of 5 years and above as per
1961 census. i

The sconomy of the euunt:y was predominantly
sgricultural, Agriculture contzjibuted S8 percent in 197273 and



46 percent In 198687 to GDP at market prices, Per capita
income rose from US § 81 in 1972+73 to US § 160 in 198687,

1,4 FOREIGH IRADE STATISTICY IN BANGLADESH
Foreign Trade stﬁtﬂ;ﬂ@a of Bangladesh are campngd by
different organisations like Bangladesh Bureau of Statistics,

‘Bangladesh Bank, National Board of Revenue and Export
Promotion Burssu (esport only). \ ‘

Bangladesh Buzeau of Statistics, compiles foreign trade
statistics from custom returns. The primary sources of sea~
borne trade data are tha "Bills of Entry® for imports and
shipping Bills and *B¥ form for exports. The land=borne sxport/ -
import data are compiled from the Mthly\ratuma received form
custom stations which desl with border trade with the neighe
ho\n.'ing countries, Air borne trade data are compiled from the .

‘ m-boma trade rcms received f£rom the aty tmight timit

of land custom stauom. They havn their owa collection un!.t in
Chittagonge

':‘h'cy"czassuy foraign trade ytatisties on the basiw aﬁ
the commodity trade classification of Bangladash namea as
Bangladesh Standard Trade Classification Revised (BSTCeR) which
is based on the Standard International Trade Classification
" Revised (SITCR,), Both of these classifications ara arxanged
into 10 sections, 63 divisions and 233 groups. Thera are 784 sube
groups of BESTC which include au commodities of maamaﬁiml :
Trade, Of thess 435 are further divided :I.ne.o 15?3 aubsidiaxy
headings to provide additionsl detailsy There are 1924 basic



items in the BSTC. The quantity value and duty are recorded as
they are dhown on the trade bills and checked by the customs
officials, The weight recorded is the met weight exclusive of
the weight of packing or container. ‘hey follow Metric system
for compiling and publishing quaentity of export and import.
The missing cuentity data are estimated, wvherever possible, \on
. the basis of unit value calculated from the reported part of
the quantity and vaiua of the same article,

Brussel's definition of value {(BDV) 4is usually £ollowed
in Bangladlesh for tho purpose Of valuation of mpér:teﬁ or
imported geeds,

Bangladesh Bureau of statistics record the value of
import on Cost Insurance and Freight (CIF) basis and that of
export on Frea on Board (FOB) hasis,

i

Foreign trade statistics include all goods and
commodities which paes through the boundary of customs
territory excluding gm such 2s military goods, gold ete,

The imports and exports include the follouing:

Zmports
1. Impores directly entering the country for consunption or
usa, L |
2« Importes into customs bonded processing establishment,
34 Withdrawals from custom konded warehouses or f£ree areas
for home consumption or use,
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1. Exports of national produce,

2. Exports from custom bonded processing establishments
(Provision),

3. Exports of imported goods which have been nationalised by
virtue of their having been cleared through customs
(Re-mxports),

The Bangladesh Bank follows the concept of cash flow
as fecorded in the trade returns and receipts of foreign
exchange for exports and remittance of the same through banking
channel for imports,. “

Thers is obvicusly s time lag between the two approaches
of Bangiszdesh Bursau of Statlstciesn and the Bangladesh Bank
because the letter traps the informotion vhen the goods and
commodities phys?cally rasg through or enter intc the custon
tarzitory of ithe sovntry. But Bangladesh Bank reccrds information
from exchange control record when banking formalities are
settled, 50 there are okwious differences in concepts coverage
and timing of the two gourdes followed Ly Rangladesh Bureau
of Statisties and Bangladesh Bank.

The Natiensl Boetd of Revenue have bagically the same
soutce for compilation of expert and import statistics as
Bangladesh Buresu of Statisticsg, Bangladesh Bureou of Statisties
czompuiexise the information directly from customs retwurms but .
the NeBsR. prepare daily list from the customs geturns, There
is some difference between the figures of these two organisatioms
which may be due to computational ervors and time lags of



schedule reaceints,

11

Export promotion Buresu (EBF) compiles export statistles
from the daily list of customs raturns axcept for certain goods,.

Value of export of these goods are dlrectly collected from o

official record of some corporation zs gshovn below:

7

CORPORATION
i) Bangladesh Petroleum Corporation

Ed

41) Bangladesh Jute Export Coyporation

111) Bangladesh Chemical Industriss
Corperation

1v) Bangladesh Tez Board

COMMODITIES

1.

2.

e
1.

)
20
3

1s

Keptha
Purnace 0il .
Bitomin

Raw Jute
Urea
Newaprint
Paper

Tan

The value of local sales of industries and corporation
under foreign currency is treated am export by Edport Promotion

Bureauw although goods and commodities o not cross the custom

boundarye. 39 this may ;‘.ead w am variatiense

Among the above organisation Bangladesh Bureau of
Statistics strictiy follows the UN yrecommendaticna on foreign

trade statlstica,.

1.5 REVIEW CF LITERATURE

The purpose of this s‘éo:emn is to review literature on

export and development reization. Different authors nave



smphasised the positive role of Forelgn trade In economlc
dsvelopments

"Trade is the foundation of madern ceonomic activities
for producing a large volume snd varlety of goods to increase
production and productivity and t:hus‘ &ewa}.q: a speiety bullt uvpon
the divisicn of labour fopaign trade 42 an im}:!.spensa};\iea ooy
{safny 1979, pe2), Professor Haberler (1559) pointed out the
following major advantacdes of trades (1) It pﬁwiﬁes material
means viz, caplital Ma, madhinery and samiﬁmshm materials
vhich are indespensable for esonomic developmenty (2) it is an
important scurce of techmological knowledge, managerial talents
- and emtreprensurahip, 4t is supposed o be transmitter of
capital and (3) 4t brings an atmosphere of healthy compstdtion
by checking mohopolies and restrictive trade practicesy

Numerous wo#ké of econdmists support the positive
relation between trade and development, Dr, Shuwchin (19644 p,31) |
éegtea that "for most pr‘imry’ exporting countries exports are
major dynamic factors in determining the level of general
ecenomic ACtiVitYesesss The historieal engine of growth and
current trade pessimism theory was moat systematically developed
by Ragnar Rurkse (1961), basing on the experiences of Argentina,
Australia, Canada, Newzealand, South Africa, the United States
and Uruguay, "Trade in the nineteenth century was abdve all an
engine of growth® (Murkse 1961, p.204).

B, Kravis (1970, p.869) analysed the role of t#ade in
ninetasanth and twentieth conturies and stated, "it i5 to say
that trade is one among many factors affecting growth and that
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it ia)mukaly"m be the dominant variable in many mataneﬁ"
Many statisticel investigations have proved thst export has
led dgvaxamt in many developesd countries anﬂ'atin has been
leading development in many éwalﬁping countrien.

~ Professor Joseph E. Haring and Joseph F, Humphery appsar
+0 have made a statistical study cn thae subject in 1964, $hey |
used data of GNP at current pri_ces and experts for the years
195060, The models consist of lesst squares linear regression
£itted to these and other annual data, The conclusion of tha

- study was ehat ainpu :tatistical models reveal that export can

and do act as a a.uding sector 1:1 some developing countries.

R.Fe Emery (1967, pre 470495) tested the hypothesis, .
‘there is a causal rdat.tomhw betwes: exports and scencmic
growth and that this raelationship is one of inter-dependence
rather than of unilateral causation', He used available annual
data for 50 countries on real GNP, exports and current account
earnings. '

Using the per capitaireal GNP data and the deflated
export and current account earnings data he calculated multiple
correlation and fitted simple leaste-squares regression aguations,

His conclusion was that higher rates of economic growth
“gend o be associated with higher rates of export growth and

vice versa, mehael m:m.a,,(zaw. PPvd9=53) tested the f

mmhiais that a rapid growth of mﬁts qmolemtis\ the economy's
growth, This hypothesis about the relaticnship between growth and.
ex;:m was examined by correlation betwean the variables which
upmmt those two mgniﬂxﬁu of sgonomie perfomnca. He 501161«:0&(
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a similar course as was taken by Emery (1976)a Maizels (1968) and
Kravis (1970) with some difference, “"They a),; h@wever. share a
camnon fault: they correlate growth measure& by c:hanqe :tn the
national product (whether total or per capii:a) 'with the change in
exports. 'S.tnce exports are themselves part’ of , the/, naticnal product,
an autogorrelation is presenty and a posﬁ.t‘.iv;é' cpérelation gf | the
two varj.ablea is almost méér\:u‘;able whatever ’tﬁéit txue‘jre;aj;ion;
ahi.\p to each other® (Michasly 1977, p.50). To avereemév’i:ﬁ:is éonznqn
fault Michaely used the varisble which mus‘é;} refer not to the
a!;:Soigte 1ev§1 of exports but to the pz:apg:rtiqg of exports 4n the

' product; in hils ’case the rate of expansicn of exports waé represen=-
ted by the rate of change of the proportion of exports in the

, national praduct: vhereas the growth rate was Reprasem:ed by the
ra*be of vchange of per capita. pxeduct.-. His samplsa was confined to
1933 developed countries and \azed data at constawt: pr:l.ces. He used
data for 41 countries for the years from 1950 t0 1973. He calcu~
lat.ed ave:aga size of the anmual ehanges in the ratio of exports
+o GNP (X/'GHP) and average anmxai change in per capif:a GNP which
represents thc :ate of growth. Hia findings provea a positive
,assqc:.atiop of growth with axport expansig)n. ;-I:!.s study also cinfire
med that the positive assoclation of the ecgngrx,ryl'é, gmwth with the
gz:'owth of export’ share appears to lVaev part:‘iguj.aglf‘ st;rohg among the
more developed countries and does mot exist .at all among the

least developed ones. \
Heller and Porter (1978) criticised the Amdfeis used by Michaely

on the ground : thét Qi,chaely'*a i:;‘itié;tk"fﬁ é;gé applied to his own
test, They showed thé error oﬁ his teét.‘ and p::ovided a correct
empirical test of the hypothesis. They stateds “The GNP(Y) of any
country iz identically equal to the sum of
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its domestically produced intarnal final demend (F) and its
exports (X) ¢ ¥ wFe X g.oumunucu;ﬁﬁguug (1)

with derivatives and some manipulation this identity can.
e me:ted into an identity relating growth ratess

- P all e A (£ =0} 4 KA (x = Phocen(2)

wha:amchzm wcmmmmmu the per annum growth rate
of the mespaaﬁing capital letter symbaz. anﬁ P is the population
growth rate, Micheely's ariticisn seen in aq,s (2) is that any
cha'hga: in the rate of growth of per capita exports (x = p) will
changa the output grovth rate (y & p) in the same direction even
if it ciuses no change at al: in the growth rate of the other
conponents of output (£ « p), He suﬁgasts that the appropriate
tast iz to corrslate the growth xate of papr capita mt;;mt {y »p)
with the growth rote of the share of exports in the naﬂﬁﬂ, ‘
oroduct (x » v), But e {2) cen eanily be rewritten as a slightly
different m«mtity; aobodying (2 » ¢v) as & linear componentt

Y P uw{f p) @é%‘ {x -3

Unfortunately, Michaely's criticiem also applied to his
om test® (Heller and Porter 1978, pp.191 = 192)s B

' They suggestad that how the growth of co:pcm is related
o the grewth of the nonexport eonponents of output should be
 examined by correlation between (x = p) and (£ = p). By using
mghaezy'i sample and data on averags per annum growth rates
betwesn 195041973 they found cosfficient of the Spearman rank
corralation betwsen (x ~ p} and (£ « £) €0 ba 0,452 which s not
only as.gniﬂmnt at tm 1% level ut cuite a bit higher th&n
Michaely's amr:ma corralation (of 0.380),

This suggasts that export and nONeeXport outeput growth
rates are most highly corralateds ’
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Bala Balassa (1978) exanined the effects uz me en
economic growth in comtries which have mw.sm an induss
rial bas, She tested the hypothesis that exportecriented
policies lead to better growth performance than policles
. favouring import substitution, This result is said to obtatn
because export ciiented policies which provide similar - "
incentives to seles $n domestic and in foreign markets, lead
o rescurce allocation acccrding o the comparative alventage,
allow for greater capadity utilization, permit the exploitation
of economdes Of scale, ganerate technological improvements in -
response to competition abrosd snd in labour surplus sconowy
 contribute to increased anployments She sxanined the relatiomship
. betwaen export growth and the growth of GNP nat Of exports/

. This-relationship Is assumed ¢ refloct the iodirect sffects of
exports cpersting through changes in incomes and costa, She
assuned that the eorrelation betwesn export growth and GNP
groweh will provides an indication of the total effects of
Sxports on eccnomic growth, The estimates concern the relatione
" ship between total exports and GNP as wall as that between
manufactured exports and manufacturing outpute The study |
mmaw the Speaprman renk corrslation coefficient, It fm.me!
s xalaﬁvﬂy high sorrelation betwesn export shores and the
growkh of GHF (0,703 for 1960+1973), In explaining GNP growth
in €terms of export growth tzha study spplied the method uwm
bymghaiopmg maaymms ﬁda;awmmtbfm
elaven countries,

Michelopoulea and Jey (1973) to explain GNP growth in



teims of export growth used domestie and foreign investment
and labour as explanstory variables togethar with azports in
an inter-country regression designed to esiplain intepecountry
differences in GNP growth rates, Using data for 39 countries
‘during 1960-66. they found that intércountry differences in
domestic and foreign lnvestment and in labour growth explained
53% of the inter<country variastion in GNP growth rates while
ad@ing an export variable raised the coefficient of daterminsticm
to 0,71, | | ‘

Béiésua included exporta in a production functionstype
réllfttiﬂnship which was warranted en the grounds that exgorts |
tend to raise total productivity, Here her study used deta of
tan countries for the pericd 1960-1966 and 1966-1973,

The results indicate that adding the export variable in
the regrassion equation ta““, the coefficient of determination
from 0,58 to 04774 At the pams time al) ?&r.esa!.m coafficients
are significant at the 5% leval. " o

Findings of the study point to the fact that trade
Meﬁtaacn has been an ﬁmpmm taatpr. \conta’rs,hut:ing to inter-
country differences in the gkowth of incomes. It is apparent
that income increments have been achiéved at a substantially lewer
cost in terms of investment in countries that have followed a
consistent pcnsy of export wign!:aﬁim—s Moreover the
contributions of domestic and ’th'Gigj{i eapital and 1am
provide evidence of the benefits of export oriemtation as
compared to policles oriented towards. import substitutions
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‘Wiiliam G. Tyler (1981) amalysed the empirical
relationship between cconomic¢ growth and export ewpansion in
dsveloping countries through ap intepecountry cross-sections
Enploying data £rom 55 middle incoms developing countries for the
period 1960-1977 the study explained through biveriate tests,
Itha gignificant posisive assoclation between growth and other
economie *ia‘:iablesﬂna;uding the growth of Waa*curiug aut«.a, ‘
put, investment, total eports and menufacturing emirts, He
spacified a production fungtion model. He assumed & cobb-Douglas
produdtion function incorporating throe pmﬁm:lva factors via.
capital stock, labour and’ a:@am. |

The third factor exports ias been inciuded cn the
grounds that there are scale. effects and. mctemalitiet
aasaciam with mori;gpmdmim and asnless "

i’ar inatama. beaause of export market competition none
exported products may enme e be prodnced more efficlently as
well. Also allocational gains may be x‘tal‘izzaﬁ through greater
axport activity, With inemaaa mmnw,m upeei.ausaum
along comparative advantage lines developing countries can
obtain a wider use of abundant laboux rescurses and a Zaller
use of existing capacity, Morecver, Eollowing the dictates of
international comparative advantage should presumably emable,
ceteris paribus, a cowntey's eapsm to grow faster than othege
 wise would be the cases Fhe study added time dimension to the
hasie production :Eum':tion by eaq;mamg all vaxiahlas as a
fanction of time.

This exercise can be ssen as cne in which the inter-



country vapiance in GDP growth rates for the 1960=1977 period

is explained in terms of the proportional growth of capital

£amt1m. tha labour force and exports for the same period,

“His r;etulm m extending the earlier Balassa work presant

additional empirical evidence demonstrating a strong cross«

. eountry association between export performance and GNP growth,
This suggests that countries which neglect their export sectors -

| through discriminatary economic policies are likely to héxve to

séttle for 1.6wpr’ rates of economic growth as a result, b

Gershon Teder (1962) analyses the sources of growth im
the period from 1964 to 1973 for a group of semieindustrialised
" less developed countries. He develoved an analytical framework
incorporating the possibility that marginal factor productivities
are not equal in the axport.and nOn-export sectors of the economy.
';‘hisx study adopts a supply side description of changes in .
aggregate output, In so doing it follows a practice widely used
in the empirical study of sources of growth (Everett and ‘
Hawrylyshyn 1969). Within such a frame work, where aggregate
mwe_i: is related to changes in capital and 1ahmr through an
underlying production function he included an indicator of export
. performance among the varisbles explaining growth., Further more,
starting from the sectoral production functions a proper |
specification of axport variables is indicated and a none
conventional interpretation of parameters is impued. ’

Since his enazysis focuses on the pmntﬁ.az none
~ optimality of maource anoeauon be‘kwm export and non-uexpart
sectors the economy is viewed as if u: consists of two distidct .
sectors. One Vpxeau_gmg sxport goods and the other producing

for the domestic market. Instead of an aggregate national
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production function each of the two sectors ocutput is a
funchtion &f the faém“aiim:atea o the sactor. In addition,
the cutput of the non-export geetor iz dex;m&gmt en the volume
of axports produceds 'rm formulation represents the benoficlal
effects of mts onn the other sectoy which are incorporated
in form of externalities in the production function.

| Using a sample of ‘semi@iadﬁéﬁtialitad J.'ea,s' developed
countries tﬁe study showed that thm axe on average, sub-
stantial differences in marginal facsm'pmducuvuiéa batwaen
export and noneexport sectors. The results are such that
social marginal productivities are higher in the export sector
and econcmies which shift rescurces inte exports will gain
more than inwardeoriented econmies.

R:M, Kavoussi (1984) examined the relationship between
export expansion and sconomic growth in a sample of seventye |
thzee countries using data fof the perdod 1960-1978, He seeks
to examine the aa,seciat&én betwesn the growth oﬁ exports and
economic performance, wsing a large sanple of ?wclapm
countries; His study investigates whether this relationship is
ai‘gniﬁ;canﬁy afuéteﬁ bgf- the lavel of economic demiopmﬁt
already achieved and the commodity composition of exports..
His sample Includes both lew and middle-income market economies,
He examines bivariate association hetiam export expansion and
economic performance and impact Of exports on total factor
productivity by using a stuple production f\mmené-;- ‘

To investigate t\he b;va:iaté relationship betwaeen
exports and growth, the average amiual real growth rate of

{
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merchandise exports (RX) iy wsed as en index of export

expanzion and the average annual real growth rate of GNP (RY)

iz utilised vo measurs economic pecrformance, Coefficlent of
Speagman rank corelatlon bémem the two variables are caleulated
for the ~en"ci§fe. gample of seventy-thies countrles as well as ;ta
varicus subsamples. In the tetal sazr@les the caéi’ficient of rank
correlation between RX and RY 4z positive and m:jhly significant

To determine whether the relationship between export -
growth and economic performance is affected by the degree of
econemie devslopment the sample is Alvided into two groups based
ézz per caplta GHP in 19&&3. Those countrics with a per caplea
income of $2380 (in 1978 dnllars) or lesg are assigned 40 the
low income category and those with per capita income of more
than $360 are classified as middle~income countrles. The first
group was made up of thirty-seven counbtries and the other
consists of thirtyesix pations. Similarly the impact of the
commodity composition of axports on the relationship hei:wm
exports and growth Wes exemined by omitting from both groups,
thoge countries where manufactured geods accounted for at least
forty-four per cent of the 19‘?8 merchandige exports, Consequently,
the remaining countries were predominantly exporters of primary’
products, ‘

‘ To exdmine the effect of export growth on total factor
productivity the stuwdy used the following simple production -
function assuming disembodied technical progrewsd

¥ () = F R, BE)s (B eaveeeranes (O
where ¥ = GNP, K acapital stock, L slabour force; t = time.

E
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Fu:the: more, asauming that exaatiait:&u of output wit’h
mpm to capital and labour a::e cmamt and tucbn&cal changa
is aicks—nmt:u and its rato. remains unchangea eg. (1) can be “
used to express the growth ::ata of GNP as followat '

' Ry ma 47 ERK + ¢RL it#ngusséﬁuhuwtgioti§ (2),
whm Ry = growth of GNP R = qrm‘athl rate of caplital stock,
' RL = growth rate of labour force,

The hopothesis that export expansion enhancea the growth
of total factor produstivity is incorporsted in this simple model
by clmnginq the wmpﬁon about the rate of technical changed
Instesd of assuming that it is constant, he lypothesizes that
thi.s rate is a linear function of the growth rate oi! nxpom (axh

Tha Lindings éz the study ucnfim i:hat evan in a xargn
and hatemgmcus amle ‘of a&vdaping conntries, highor rates
of sqonomic g:wgh_gxt associated with htg*hw rates of export
growthe It alse provides evidence that the positive correlation
between exports and growth is not limtted to middle~income |
countries but exists in m} income countries kto, Further the
results have shown that p:ima:y axports can p).ay an Amportant
~ rola in the growth process of hath low and middle i.ncm
countries, A notsworthy conclusion of this study is that in
both the low and middle income countries an important cause of
the positive correlaticn between the growth rates of e:mm and
GNP 4» i:hl rize in productivity whi.ch is zxxaw 3 7. occur as a
conxequnen of expert-. upmim.s ﬁawmex. whua primayy expocts
sesm t0 raise total factor pmductzvity ‘at low income levals,
their effectivensss on the preductivity £ront ténds o diminish
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as countriss bocome more sivanced,

Pater C.¥. Chow| (3987) investigates causality between
the growth of exports of manufactured geodis and -éavelaz;ment of
manuﬁaamlﬁg industries in selected developing countries Guring
the 1960's ana 1970's. His objective 1s to empirically velidate
the priori assumpticn regarding the existence of causal relaticne
ship betwesn supansion of exporis of mamafagiured goods (%)
and growth of manufaevuring outputs (FG) in ﬁhé aewly Induste
triglised countries, He arguss that establisliment of the causal
 pelaivion pattern hatween expdrt growth and induztrial develope
rene in che NiCs has importent impllcations fov strategles, IE
thera i8 a definite widirectional causality Zrom axport
expansion to development of manufacturing industries (x—exm),
then it will lend eredence to the a;xpé:t»leﬁ growth strategys
exports will not only promote the growth of national incoue but
also lead to structural transformaticn in the developing
economies, If the cauwaality progess is of the oppeosite direction
(MFG—X), then it would imply that the development of manuface

turing industries moy be & prersquito for developing countries
| t® expand thelr axports. I£ the causality process is bidirectional
(XCMFG), then axport growth and the development of manufacturing
industries have a reciprocal causal relationship.

He conducted the causality test by using the Sims
technique. The ammusl data on exports and manufacturing production
from eight HWICs were utiiised for tho decades of 1960's and 1970's,

Christophor A, Sims (1572) has developed a practical
technique of testing causality in 2 bivarlate model. Az per Sims
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it is possible to regress Y on past and future values of X and
if causality runs from X to ¥ only future values of X in the
regrassion should have coetficients insignificantly different
£rom zerc as a groups |

To test the causality betwsen export growth and
Muit':&a;lisaﬁon chow véﬁé successful export oriented NICs:
Apgentina; Brazil, Hangxokng.’ Israel, Korea, Mexico, Singapore
.and Taiwan. His £indings indicats that the growth of exports
and development of manufacturing industries has bidirectional
causalities in Brazil, HongKong, Israsl, Korea, Singapors and
Taiwan, In Maxico the causality runs from exports to the
development of manufacturing industries implying that expansion
of exports ‘cau;as the devalopment of manufacturing industries,
The causal process is far less significant in either direction
' in Argentina implying that the countty can promote industriae
atsation without r-zytﬂg on export growthe

The expert pertormce of ‘a country is influenced by
trade strategy. World Devalopment Romrg 1987 has classified
fortycne developing countries by trade orientation during
1953473 and 1973~85 into four groups s (1) strongly outward
cttétea. {11) moderately cutward oriented, (4i1) moderately
.- inward orientsd and (iv) at;wngzy 1nward aw:ianted.

In attcnqiy outwaxd ars.entad countries trade cmrola
are either nonexistent or very .‘tm‘&n the sense that any
disincentives to export resulting from import barriers ars more
or less counterbalanced by axport ments.vu. There iz little
oFr Nno use of direct coptrols and ;s.emiug manqmcnta and the
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exchange rate is maintained so that the effective exchange
rates for importsbles and exportables are roughly equal.

In moderately cutward oriented mmtrué the overall
incentives structure is biased toward production for domsstic
rather than export markets. But the average rats of effective
protection for the home markets is ralatively low and the range
of effactive protection yates rulatively narrows The use of direect
controls and licensing arrangements is limited snd although
some direct incentives to ea:pe:t may be provided,- theaa do not
cffut protecticn m&mt :tmpm:tm The offectiva mhanqe rate
is higher for imports than for exparte but omly slightiy. |

| In mderatsly inward orfented countries the oversll
Lricentives ;mma éintianuy favma production for the
domestic maﬂmt.. The average :ats of effective protection for homes
market is relatively high and the range of effective protection
‘ t.;m zalat’ivély wide, The use of direct import controls and '
licensing is extensive and although scme direct incentives to
export may he provided, there ia ad&aﬁinetbian against exports
and the exchange rate is clearly overvalued.

in sttonqiy invard oriented comer“s the wemn
incentive structure uhich strongly £avours pmductim for the
domsstic markets is high and the range of effective protection
rates relatively wide, Direct c:antrola and licensing disincentives
to the traditional mﬁm Sector are pwasive. positive
“zm:mtives to nontraditional exportables m few or nons:xistent
and exchenge rats is overvalied.
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The Report mede attempts to ¢lassify the orientaticn of
a country's €rade strategy by combining the quentitative and
qualitative indicators like (i) effective rate of protection,
{11) usa of dlrect controls, (1ii) use of export ingxentﬁes.

(iv) degres of exchange rate overvaluation,

The World Bank study then made an investigation on
'mnami@‘: perﬁo}tgénee in forty one developing countries having
different trade st.\z:ategy; ‘i‘h@? choose different variables like
GDP gréwth r;aém industrial growth rate, manufacturing GoP,
sav:tngt,: investment,  employment, factor piaductiw;ity., Technow
logical changa etg,

The findinga of the study confirm that the gmeh rates
of manufacturing exports ware higher in outward oriented
ccuntries, Economic performance of the cutward orignted esonomies
was broadly superior to that i;f invard oriented economies in almost
all the respects, - g

{

M,E, Bond (3,987) smdica primz'y mdity exports from
nonnen, exporting developing ceunttm gréuped by geogmphical
region, The first part analyses the ¢hanges in the structure of
developing country primery commodity exports that have taken
place during 1965 to 1980. The se¢ond part presents empirical
evidance on the response of primary commodity exports +0 demand
and supply. The study shows that trade in primary commodity ‘
experts espécially in agricultural commodities is declining in
relative importance for developing countries. During. 1965-1980
primary commodity export earnings (in US dollars) for industrial
countries grew by 15.0 per cent cunzgaxedv;‘writh 11.7 per cent
for develcoping countries, This dlfference might be sxplainad. -



by the fact that éver the ssme period memufactursd exports from
develiping countries grew Fadter (18.6% 2 yssx) than 4id such -
exports from industrial ecountries (16,9% a year). But this
increase in memufacturing experts was not large enough to offset
the decline that tock piaca' in thelr primary commodity exports,

Baid's fimimga suggest tihat 1€ dovelapi‘.ng countries -
wwh w soive their debt problems ard to lmpove thely ldnge-run
giowth —BM?W‘Q%& thay need th pecapture their export shares in
world primry cemmodity werketse This means that protectiontsm
ia world Qmmub&itr markéts mst be ::eﬁagaa and that developing
exmntrics have +o maintain & domestia relative priae structure
‘that will e.n-urd a soind commodity base as well as to encourage
domestic production in other ways. This study provides evidence
of and support for, the usefulness of pricing policy. Export
supply in develeping qountries doas indeed respond to improved
pries ihcent&vﬁ;‘ Thé.s ovidence 1&& suiawa 5 A developing
cc\mm‘s use of the ‘exchange rate as a policy tool to isprove
the Wa palance through hoth an inamase in the demand for
and an s.mmau in the supply -of commodity SRPOFtSy

Sedrel Raga (1981) conducted a atudy en Bangladesh
expérts titled 'The export trade of Bangladesh 1950-1978 3
patterns and prospects's Two main objectives of his study wares.
(1) an examination of the past export performance of Bangladesh
and (11) the determination of the income and employment
impiications of an export-orisnted as compared €o an import
substituting strateqy of qrowth for the comerys |



On the basis of his £Andings he gave policy recommend
q@i&aot“ﬁhat for‘a given use of the scarce pxcductivé fagtors the
industrial exports of Bangladesh can be expected to ereate more
income and gemexate more employmént as compared to industrial
import substitutes, Cléarky; therefors, industrial export
promotion neads €0 be £2llowed as a hroad shrategen of growth in
His
findings also support that memifacturced exports of the &Qﬂﬂtﬁ?

mamufactusing segtor of Bangladesh® (Reza 1981 n.séﬁ},

Ert

are intensivé in the use of domestic Fow materiais. On this basis
he xﬁﬁﬁmmﬁnaﬁﬁ that cingentration on the growth of these exports

ils regegsery so that Bangladesh®s gatural advantages @én bhe well

explaitedy

Md, Balayet Hossain (;9&3)'eonaucted a'mini ptudy on
Bangladeesh's Bxpoct Trade, His paper attempted te see whether
Bangladesh's export has eyganiencad any structural change,

The gtudy tried &o hiqh&ight %ha role of agricultural aammnditiea
in Bangladesh®s export trade, The period doueved by him, was from
1972~73 €0 1981-82, |

He commented that the role of processed and manufactured
commodities has been increasing in Bangladesh's exports during
post Liberation period, e aiso obgserved that food products
increaged their share consistently thramighout the pericd under
study in tokal exports of the c¢ountrys This zise in share of
ﬁacd,praausta is mainily due Lo price rises

Lutfor Rahman (1983) conducted another study on

Bangladesh’s export, His paper wes also devoted to the study of
structural characteristics and the pattern of change in the export
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trade of Bangladesh betwesn the years from 1972+73 to 1980+81
Examining different aspects he cbserved that Bangladesh export.
is dominated by fute itams thyuch in racent years the share of
some non-traditional exports have incresseds ’

DaB. Gupte (1973) conducted a comprehensive study on
exports of Indie uring the paried £rom 195152 to 1970471,
His study analyses different aspects like aid~development
relationships, impact of foreign exchange copstraint on Indian
economic groweh, metheds of relieving constraints, export
performance of India, export and economic development relation o
ete, His atudy emphasises that enhaneing the asxport gagmms is
the most efficlient solution +o' the porsistent problem of foreign
exchange resourges of Indla, India's exports are more supply |
determined than dmnd conditioned, During 1951 to 1970 India‘s
shars in world aggregate exports waq declining. Domssti¢ ine
flationary suitation coupled with relatively low level of |
economic activity seems ‘ta ba the major 'ﬁam of depreasing In@ian
exports in the world txade. His study observés sluggish growth -
of Indian eopdrts during 195152 to 19‘70-&# The study shows by
mmsion and maltdplier analysis that ":ndian exports had
positive impact on Indian economice dwelﬁpmmm They have pzayea
the role of quasiscapital goods ne@m tlmcugh enabling India
£ inport mich n«dﬁa'dﬁaxapmeiatal goods® (Gupte 1973, P.259) ¢

B.Se Kant&:awala {1981) conducted a study in the same line
wxler the tﬁ.tu 3 Imports in a nwe;npinq Ecammy 1A case swdy
of India, Her stuldy attempts €0 analyse differant aspects of
‘Indisn imports like changes in prices and volume of imports,

%
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“change of magnitule and structure of lmports, share of lmports
o NP, share of Indian fmports in world total imperts,
instability coefficient of imports, comnodity concentration of
importay relation between the changing share of aifferent
commxiities in total &mpa::u and jevel of dml@pmam; t&uxing
1359«»51 to 3.97&*‘7?: chcas Her £indings indicate that 'bhn
pxcpﬁzﬂm of imports ta NNP has. &w&iﬁe& bath in mnay terns
and yeal termt Indla‘s amointhsmmrmtmpm haa
daelimd. primaxy commodities acs mre unstable as conmpared to
manugaqw:ed aemwﬁitimr with the procsss of dwnlcpmnt of
m eqontmy the mtabnity index of Yndian's me@rts m
declined, divarsification of Indian’s inports has ta)cen pxae.-a
over the permd of t.ime ’
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