CHAPTER 3 3
(POST INDEPENDENCE BERICD s 1972¢73 IO 1965-86)
3.1 INIRODUCTION

Ba,ngiagkih :!.’med&atﬂy atter independenceé in 1971 has
" been endeavouring to hoost up har &tpﬂm with an cbjective o
obtain nxéort led-growth. Export swwr'haa becoms 'atﬂ‘ataqic
to ccpe with the rapidly gmwing imports and increasing |
dopmd-nae en foreign ald of t:ha momy. The present ehapter
is planned to analyse the pexfa:mance of exports almg with
other reslated factors during post-indepmdmce perzcd £rom
1972473 to 198.’:@86.

3.2 THE CHANGING PATTERN QF ACCREGATE EXPORTS AND IMPORTS IN
BANGLADESH " ' |

mm' dhanqing behaviour of exports and imports reflects
how they were changing over a perlod of time and which one
was running fast with the development of the country. ‘

B&hgladah is facing a ;léficit balance éf; ii:‘g&é since
its inception. The oxport receipts of the country is required
to £inance the groving nesds of developmental imports. To £111
up the gap betwean thein the export regims has to run faster
than import. The analysis of changing béhaviour of exports and
1@@ will tell about-$hedyr comparative rate of increase over
a period of time and help to reach a conclusion whether the
export regime of the “aountry As marching faster than Import

y P
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to achieve ourplua or eguilibriunm in balance of trade, |

In eneral we have limited our analysis during the -
pericd from 1972473 to 198586, But vhanever data is avallable
the analvsis has been axtsnded upto 1986-87,.

The aggregate exports and imports of Bangladssh increased
during the period under review. The aggregate exports rose
from TK 276,85 crore (US § 376 millich) in 1972<73 to TK.2716,60
crore (Us § D0P miilion in 1965-36 and TK. 3064.3 crore (US
$1000 mililon) in 1986-87, -

Table 3.1 shows the changing pottern of axpcm and
imports during 1972<73 to 1986-87 in taka terms and in US dollar
terms, The value index Of export receipts in TaKa terma increased
£rom 100 in 157273 €0 1106.8¢ in 1986«87, That iz her exports
incvreased about 11 times in 198687 over 1572«73, Similarly her

imports value index incrensed from 100 in 157273 o 21156.74 in 1986 -

=874 This means her imports incrceased about 21 times in 1986-87
over 18972473, This is the picture in thelr wvalue in &_"&ta tern,

It we consider exports and imports in US § term 4t could.
be found that her etports increased about 3 times and imports '
increasod 5 times in 1986-87 over 1972-73.

The value index of export zeceipts in US dollar was less
than 100 in 2 years, In all other years its valus index wag mare
than that in bage year, In taka term 1ts valus indsx was more
than that of the base year in each yaar, On the othar hand value
index of her imporis in TeXa and in U8 doller was mora inm sach
veay than that of the base year,
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Table 1 3.1

Changing pattern of exports and imports of Bangladesh in terms
of taka and US dollars,

Bage year. 3 972w

Year .n.msm W&m
; Export - Import Export  Import  Change in

value value value value 1986~87 '

index index index index  over 197273
1972+73 100,00 100,00 100,07 160,00 .
197374 107,76 193,26 100,0. 179 Taka tegms
197475 113,27 206,22 €1 154 ‘Exports
1975+76 200,53 388,14 . 99 191 + 1006
197677 240,93 369,39 14 175 Imports
197778 259,28  480.88 126 235 b 2018
197879 M7,90 582,70 164 27 In dollar
1979-80 397,20 605,81 - 198 401 Terns
1980-81 414,82 984,33 172 406 Exports
198182 447.42 1022.39 193 832 166
1982-83 €50:73  1194,92 208 49  Imports
1983-84 727,31 1298 219 457 0
1984-85 947,37 1602,03 258 514 |
1985+86 981,25 1065.08 242 . 459

198657 1106,86 2118,74 266 509

~ Source t Appandix table i 4

A
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 Table 3.2 shows the amnuel rate of change of axports and
imports during 1972=73 to 1986487, Export receipts increased in
each year over previcus year in take term:during the period
wder review with average amnnual rate of incrsase of 17,72
percent, Against these her import psyments increased in almost |
avery year over previous years, dueing the sama period of time, |
Only in 3,9?6«?’? imports dm.a&a& by 4483 pemtn‘{% over 19?5*75-
Cnh an average :l.mpam increased by 23.24 per cent per annum during
the said periods .

If we look at exports and impoxis at 1975+76 constant

prices vhich -is considered as the normal economic year of the
acun&xy, it e:au!,d be seen that expam incr2ased in 8 years and
decreased in S years ovér previcus year out of a total of 13 years.
"On the other -hand imports increased in 10 years and decreased in.
3 yeaxs over previous ycar at constant prices. On a:‘:'averaga
axports increased by 8,07 percent and impopta increased hy 10.38
percant per annum at constant prices during 1972e73to 1965-86,

In U3 dollar tsims exports increased in O years and
decrassed in 3 yeags and remained unchanged in 1 year over previous
year with améqo' anhusl rate of incresse of 6452 per cent. Agajnst
this i.mport- mc:mea in 9 years and decreased in 4 years over
praviom year with average annual rata of incresse of 11,50 pe:cen&. |

[

on an averaqe :l.mpem increased Ly 4,98 perceataqt points
nmre than hex exports in dollar t.m. In taka term her imports
inmasad by 5.52 percentage poim:: more on average than her expoits.

One interessting finding 4s that if the average growth rates
are compared during 1972+73 to 197980 and 198081 m‘was-év it



84

Tabhle s 3.2

In taka terms - In US dollar At 1975476
. , | tarms ‘congtant price
' Exports Imports Exports Imports Experts Imports
b SRR v I, % %
1972+73 ‘ ‘ S
1973+74 7:.76 9324 0 78.83 0,89 B.87

1976475 TS.I2 48411 «39,09 #1390  «14,09 4,04
1978476  77.04 35,61 62,01 23,96 104.58 61,50
1976477 20,04  ~4.83 15,63 <8.3% 15,50 4,77
A977e18 7462 30,48 1095 34.18  «B,85 42,68
1978479 38.19 0 19.27 0 29.41 16,79 7.43 8.29
1979480 14,17 40447 20482 46,10  «8,40 8466
196081 4,43 22,16  =13.19 1,45  14.38  «6.26
1961682 7486 . 3,86  12.40  28.38 12,56  s1i.42
199288  45.44 16,88 7.86 13,77 19.24 10,64
198384  11.77 12:3¥ S.11 1.55  «9,75 9467
1984485 30,26  34:18 18,13 1249 =6:72  40.52
- 1985486 3:59 - 3.50 56,38  «10.,69 25,21 ' «5.48

1086«87  12.80 10,08  13.60 . 10.83 na  na
. verac ) o of o
1972473 , o R o |
to 17.72 23.4 6.52  11.50 8,07  10.38
196586 o :
1972473 . , o ‘ o
t6  18.05 29,80 8.87  18.9%¢ 7.87 14,62
197920 . S ¢
1980481 _ 5 — - . I 4
5 15,08  $1.57 6.46 2,26 5,95 64107
198687 ‘ |

I 3 upto 1985486. Scurce s Appendix table i 4
Notet Anmual growth o W ® 100;

WHES Vne 1 value in (n=1) yesr and Vn = value fn f year.

f



would be observed that the rate of growth of imports was less
than that of exports in the later period. | '

The growth rate a?. 1mpo»ts was 18,23 mmtag& poinu
lesz in later pexm; than that in former pericd vhile the grawth
rate of exports was only 3 percentage points less, -

The average mwth is computed by the formula

g = ( M %»n‘_ 1) X 100 where

Vo = valus in initial yeaz, Vn = value in final year and

Lo mmﬂ:e: of year in the- aerias. Az the fem}.a considers only
the beqtnnmg year and ending year of a time series the rasulta
ean not be fully relied upone. With a view to bring £ull psrfe:;e
tion in the results continucus compound rate of growth is
_conputed with continuous compound interest formulat ¥ m o',

This formula takes care of thé value for sach year in time series
&a&a. The continuous mpound growth again will tell us. about \
the rate of change which haa taken plaaa over a period of timc-
Thia gives us a cmtam; mfl:o of grcwth wmeh vy Mf::lniti.cn
naither ameletam nor decelamm. 1‘@ trace whathar the growth
rate has amelamw or mtaxdeﬂ mrer a period the logarithmic
parabola is useds Hence to £ind out acceleration/xowdation in
g:owth rates of exports and imports the :Eune:ti.on Y m *’b*'/z

1s used, Here ¥ stands for total annuel exports/imports and &
stands for time variabxm Aecalamtion/xmxﬁaﬁm is é.aﬁnea
as {1-1:) X 100, ‘ -

'Now the parameter b wm sexve to dstermine the existence
and degree of acceleraticn/retardstion of growth. This expression
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"repressnts the ratio of changing values of ¥ batween succege |
_ sive discrete intervals of t* (Gould, J.Ms 19546, D.184~185).

Tahle _:i.'s ghows the continucus compond (i.as mnw~
tlal) rats of growth and rata of retardation in growth rates
of exparta and imports during 1972«73 to 1985486, |

Table 1. 3.3

The growth rate of Bangladesh axports and imports during 197273
to 198586, '

In -,rm Teem . :;n us- $ At 1975476 .

e —_ canstant 2_,_ &
axpaent:lal Acceierauon/ Expoential Expaneutial
rata of deea:.e::atim rate of . rate of
growth (%) - Iin growth < grouth (%) . growth (%) -

ram (%)
Exports 18,29 1,0 - %31 X7
Equationt B -

¥_ - 204,08 (1.26)% m.sm*’/a

Inports 20,2t =20 114 10,08
Equationt : ' ‘ ‘

- | 2
¥, ©350,85 (1.4)% (0.98)%/ 2

The exponential rate of growth of exports was 18,29
percant per annum with rate of deceleration of 1 percent &n taka
term, Visw-awvis the ontinuous compound rate of growth of hex
. dmports was 20,21 psrcent per annum with rate of deceleration
of 2 percent, 3o>:imppr§$ of the countxy increased 1,92 -
percentage points moreé per annum than her exports in taka term
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at mtinucus compound rates, But ths rate of growth aﬁ 1mpe:u
was yetarding at a higher raté than that of m:por!:sa ’zhe higher
rate of deceleration of imports is supported by the finding that
. the average annual :at‘za of growth of imports was less during
1980-81 to 1986-87. by 18.23 percentage points, than that durmg
197273 to 197980,

In dollar value the m&é&t&a’l rate of growth 6f exports
and imports was 9.31 percent and .ﬁ.dé percent per annum dur:'.ng
the sald peried. Se in dollar tems imports of the canntry increased
by 1.83 percenﬁaqe paim:s more per year than her exports at:
c:entinuaus ccsmpouna zate, The gmth rate of exports and imports
in take term was highm: due to frequént devaluation of taka. S0
th_e arowth rate in dellar tarmsrepresents more real pleture.

If expart;s ena imports are aaasidexed at 1975476 constant
pricea it could be ohserved that expam increased }:y 8,22 pemmt
and importe increased i:y 10. 08 peremt per annum at c:ontinma
compound rate. In this case the growth rate of imports was heﬁ
paxzaantage points hicher than that of axports per annumy

The higher rate of decclera‘etm of imports of the

: cmmﬁ:y has transmitmd gsome heps for her that in neu future the
axport sector will be able to exceed the import payment of the |
country if the present state of export growth is maintained,

ﬁ At the m&eﬁal stage,; the higher expert growth was &
result of devaluation of Bangladesh currenéy, Besides during
the var of independence the kotal economy was distorted and
disrupted, After independence the export production of the country
was increasing to reach the hormal level, Moreover government
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efforts to axplore new markets and enlist new export commoditles
along with more incentlves to exporters provided an impetus to
export gréoveh, Durihg 1980481 0 1986-87 the emergenceé of some
new oxport ltems like garments, shrimps and prawns eto,

accelerated the growth rate of exports,

The growth of imports wag aceelerated by food deficit,
price hike of petroleuwn and petroleun products and growing demand
‘of the economy £or machinery spars parts and transport ecuipments

3.3 PATTERN OP PER CAPITA EXPORTS AND IMPORTS IN BANGLADESH

Human ;:esc:urée of a country iz directly related with
the grovwth of export. It can enhance the production of export
commodities by supplying surplus labour, skils, innovation and
entreprensury to expanding export sedter, At the primary stage
ali the "»:aqurt-»}.ad dc:%ibpad and developling countiries gtarted
ac'ivam:ing from labour intensive primarxy productlion line =nd ag
the middle stage theler axport expanded through labour intensive
manufacturing productlioh. At the £inal stage they twmed towapds
the production of capital intensive heavy engineering goods..
Thus human resources work as propelling forces of export-led
develcpment., '

On the other hand when an egonony bacomes stagnant the
growing population eaks up export surplus and pulls back ‘he
vhaeel of export<lad growth, Per capita export will tell us what
has happened té exports with the increase of population.-.

Table 3.4 presents the per capita exports and ilmports of
Bangladesh, ’
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Per capita exports of Sengladesh Increused £rom TK.37.26
in 197273 €0 TR2067.12 in 1986-86. In cheolute terms per capléa
exports increased abowt 7 times in 198586 over 197273, On thao
other hand pér caplta lmporks insz:eaéeﬂ about 13 times \frcm
TR.S50,98 in 197273 to TK.694.7 in 1285-86.

" In US dollar texms per caplta exports increased from .
£5.06 in 187273 to ¢ 8,83 in 1585-86 and per oaplta lmporte from
$ 6493 in 1972«73 w0 § 28.24 in 1985.80,

Tha average anmual rate of growth of her population was
2427 percent during 1572-73 o 198586, With this high rate of
growth of population Loth pex capita eport and import of the
countyy incrzased, Bub per caplia import increagad at a Iagter

pate than per capita export.

The growing need of food with lacrease of population |-
widened the gap between domestic food production and regquirements.
A3 8 result thé food imports increased very fast (16.55% per annum
during 1972+73 to 19686«87) which pushed up per capita import.

Tahle 3.8 s_hows‘ per cap.tta' axport ¢f aome selacted
countries in Asia during 1973 to 1985, "

Ameng 12 listed countvies Bangladesh's per capita export
vas the lowest in both the yeoars, l.e. 1973 and 1988, The rate
of Increaze of her per capita export was higher than that of
Pakistan and the Philippines during 1973 o 1985,

Republic of Roraezs has the highest rate of grmwtiz of per
capita cxzport which was followed by Singapore, HongKong and Japan

ragpectivelye
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m:ma analysis suggests that per capita oxpart and its
ram or qrwt.h is low in Bangiaduh.

T&biﬁ § 3.4

Changing pattern of per capita export and import in Bangladesh
during 1972+73 to 1985-86, | |

IN TR . ..IN US DOLLAR

Year - : , :
Export Impost Export  Import
197273 37.26 50,98 5,06 | 6,93
197374 9.08 98,80 4.92 12,08
1974-78 40,20 139,00 .  2.9¢ 10,17
1975-76 6948, 184,02 s 12,30
197677 8156 171,06 .26, 11,01
1977-78 85,76 27.66 5.69 e
1976479 112.82 257.87 . 7.20 16.50
1979-80 - . 125,29 8,06 847 23,52 .
1980-81 128,17 416,16 7.20 23,36
198382 134 .49 420,81 7487 29.17
1982483 190,84 479,50 8.26 28,54
1983484 208.01 52555 . 8id9 28,31
1984485 264,57 - 668,13 979 ~ 26,68
1988<86 267,19 694,70 8.93 23,24

Percentage change in 1985486 over 1972-73

617,00 1262,69 76.48 235,35
Average shnual growth in %

15,11 20,51 4,14 9403

Source 1 Appendix Table 3 4
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Fer capita export in some selectsd Asian emmtriu:xs‘?a 0 1985,

- Pap capim axpm:t chanqa 1

Absolute Average '

1965 over c¢hange Annual

Bangladesh

eomsgr:.un . 1973 19.,35 {g& woiig% over pgmi%:
mmaﬂ e
. Japan 338,46  1455.78 330,12 4,30 11,88
Indta. S.27 1341 154,46 2,54 745
Pakistan 14,23 28,48 . 100,24 2,00 5.48
 Indcnesia. 2576 130.94 423,83 5,24 13.50
REp.of Korea\ 94.5¢ . 736,80 . 679,35 .79 1711
Hong Rong - 1208.5  5569.60 .-366.06  4.64 12,53
Malaysia 30901 979.60 . 216,92 3,17 528
Srd Lenka 3.2 84,37 . 170,42 2,70 7,985
Thailand 19.38 137,33 . 248,73 3.9 10409
PREMD pines  45.79 8863 - S4.82 1.6 4.8
Singipore . 1673597 8773.85 424,13 5.3 . 13.89
4,38 993 "-326,71 2527 650

Source 3 Appendix Table ¢ 5.

3.4 PATIERN OF ZKPORTS AS PERCENTAGE OF IMPORTS

. Inpotts pzay kay role in tha acmomm devempmant of a
country by mgplytnq aap.tm gaods am inéusu-ial raw mters.ala
o damestie economy. At the mtmary stage of wnnems.e devalop=
we. a countzy's domestic capacity for production of capital
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goods like enginesring goods, machineries, transport equipmants,
industeiel mperes etc. remains very limiteds So imports become -
vary instrumental for development, Besldes imports bping new
technology and technigwe of production. |

Moreover, in time of fodd deficit imports heccme esgentdal
to mest the basic raguirement of £ooﬁ items of. people. In Lg; o
nutshell import is used to attain emumptim. production and °
economic dowl.epmnt tanqaﬂ.

Exports ﬂnanea much nseded mpom of the mnomy. When
a munt:y‘s ma:ta 1ag behind her !m,}am its dependence on
:Eo:uign aia in::maua- and it could aoi: obtain munh me:!aﬂ capital
qaaéa As a. x'un:.t. it ean nat reap the beneﬂt of opt.immn
anacatim of natural mm«. ‘

‘ Bangladesh- expam as pementaga of her i.mparta deermed

zrsm 73,08 percent &n 19?2~13 o 42.32 penent in 198&-»37.
Exports as a percentage of imports waa thc h&ghest 73.08% in
1972«73 and aﬁterwa:ds it m decl&ning W 1975-\-'76.

At the initiel smga aﬁtex' inﬁepmdmce in 1971 the couhtry
was x:eca&ving aid end granta in kind on.a maaaive acam. As a
result the :Lmor& vas emnparatively less,

I 2210 normal economic yeaz' 1975—»76 zs compa:e& wi-t:h met.
year it ecmld b abamcd that her wpom aa percmtaga of

,importa improved slightly, Dur:lng 198081 m 1986-8? t‘.hu growth -
of mpm herd si,emea down and ‘that of mcpore. was m:pudzad.

Banqladuh imaoxt was haavuy hurdemd hy faed itemsuff‘;
mm to dnc'.'.cit in £oud it has to import feoa wery yeat:. Food.

.
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and live animals. eonatitudl 36,57% of total imputts during
1972«73 to 197980 and 16,19% during xssm-a: 0 198&-8? o an
averages 'mzm:qh the percentage nhaza 02 £aod !mwrts haa
decreased during the later period, total amount of 1mpom of
£ood and live animals has inmaaam . I 3 .

" rable 3.6 presents. mcparts as pmpneage of mam 1n :
Bangladmah ﬁuri.ng 19‘72~?3 to 1&86»87
o . Table 1 3.6 .
Changing pattam of exports as, pmentage of impaxta 1n Banglaaesh
dumtng 3.972&73 to 1986487, '

Expar:aa" Annual  Imports of

; : % of Import . change ,t’oﬂd & live
Year [31: wo0) g‘@’&“ %
- | . : x@am (%}

157273 73,98 oL - .3,6.93'
197374 B 1% [ I ' -u,zs . 46,17
197475 | aBi92 [ -30.06 . 44409
1975-76 L oAne 20,57 2912
197617 . 47467 . 26.28 . T12.01
1977%78 . W4 S e1Te3 25496
197879 . 43,63 104 18,09
197980 |, 36,03 0 e17.42 . 20,99
1980-81 - . 30,80 . e34.82 11,20
1961-82 o 31.98 3,83 16,96
1982483 - 139,800 . 20,45 ‘ 16,89 -
198384 . .. L 30,58 = D55 _ 16,51 .
1984-95 T 382 . e 2,93 22400
196586 3BudS 0,09 12,36
1986~87 . 42,32 10,07 - 17d2

Change in 1968687 mgag;wzu)
“Ghange in 1986-87. meizxg;s-vsm

Average annual growth(%) =

- 19‘72-»73 to 198687 =3,58
197576 to 1986«87 1.15
‘Sources Appendix Tadleth .
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When export as pereéz‘xf:age oﬁ' ﬁﬂpért 43 céns’i&gz:;sd in
case of some Asian countries it is cbserved that export as
a percentage of import was more than centpercent in Indonesia;
Malaysia and the Philippines in 1973 and for all other
countries export was lass than their respective mport. Export
as perceéntage cf import was the lowest in Rangladesh among
theae ammtriea in the same year, In 1954 export exceedo&

mecm‘t in J’apan, Indancaia and nalaysia; ‘

Emrt as percmtaqe of 1mpoxt ine.x:eased in G‘apan. .
Indcnesia, Republic of Korea, HongXong and Singapors in 1984 cver
19?34 On the other hand exports as ;;é:égnt:aga of imports decreaéed
in 1980 ovar 1073 n all other countries, The avarage anmal ::aﬁ
of decresse wss the hiqhesﬁ in Pakistan which was r«peét‘ivaly-
followed by Indis, Spi Lanka aiﬂ the Philippines. The aVexaga
rate of decrease of export as pexcaneage of imports was 0.74
 parcent per annum in Bangladesh during :19'?3 to 1984, Also in
198¢ hex expbrt as ha;'fmtitaqc' of hexr import was the lowest a,:mmg‘
the 1isted countries, Table 5.7 presents changing pattern of
axporta as percentage of importe in 12 Asian countries during
1973 to 1984, | | | -

The inport elasticlty of axport shows by how much-one -
unit increase in expart imluces import That is how much lncrease
in import is acew@anzea by ene. wnit incraaaa in exnomﬁ We have
emputad the import el.aatiﬁity of export in 12. aelwﬁeﬁ Asian

countries by formual.¥. Ex .ﬁ-“-‘-x -E where aM atands £or
‘change in amporta. M fm': nrigmal impm. &c for changa in

. exports and X for original. mpwm. The raault fnmished in the
last colum of the taahle :howa that mpo:t inamase: by less

~



‘than one wilt with e it ixz@masa of export in countsy like
Japan, Indtmesia, Republic of Korea, Hougkong and Singapores

In all other countries of the group lmport elasticity of export
is more than wnlty. ‘hat is import inereases by more than one .
percent with dne percent increase in cxport, In Dangladesh impozrt
increases hy 1,34 percent with cne pergent increase in hor expaté.
The import elsaticity of esport is the highest in India among the
selected countrles which iz respoctively followed by Pakistan,
Spi Lanka and the Philippines,, (table 3.7). .

In Bangladesh import elasticity of export is high because
the production of stme items liXe gamems; leather ato, are
highly dependant on imported inputs. To reduce import elasticity
of her export she wili have 4o ahoourage backuspd mm:;wi&
thcough axport policty. ’

Though the contribution of export to import financing in
Bangladesh has improved vesy slightly during 1975+76 to 1986-57,
her export as percentage of import waz the Jowest among the
salected countries, That 48 avill her axport is lagging far
behind her import, To overcome the gap her e:zszaxt has o run
£aster than her import. ’

3.5 BANGLAORSHS SHRE D WoerD miponTs
A eountry's shara in the world aggregate exports reflects
‘dte position in wordd export market as well as its competitive
position and posaibilivies for futher expansion. Bangladesh's

share and %ts changes in the world sgoragate exports will present
its competitive pogition and. further Ma&b&l&kﬁ,ﬁs for expansion,
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c:hauging pattern of mpart as parcentage of importa in 12 Asian

countries during 1973 to 1384*

Emm‘aij of impore .

Average

\ annual i‘i‘?.i’éi‘my
cm;:;m, 1973 » 1984 grgm zi.eth respect
Japen 96,30 . 124,60 2,18 0.71
Indix ‘4 94,19 63,02 -3429 1.76
Pakistan 98,14 44,51 . -6.37 1.36
Indenesia 117,66 157,67 2447 0470

~ Rep.of Korea T6.08 98,86 2.2 0.74
Hong Keng 89,69 éﬁaiz 0,89 0,68
Malaysia 124 .48 115,01 “0,65 1,09
Spi Sanka 96,92 78,81 el Tt 1432

Thailand 76,28 71.29 «0.56 1,09
The ) i L ‘

Philippines 102,63 = 6,76 »1439 1.28
Singappw’ ?15\‘5!/3 83.96 1,38 0.82
Bangladesh 50,00 45,7 0,74 1.4

Souxce s %mdix table 1

Table 3.8 shows chanq:lng pattzm Qf Bangxadcah‘s shm m world

axports dux:ing 1973 to 198(.

Bangladesh's share 1u world exports (market esonomy) . )
decreaged from 0.087% in 1973 to Q.M?% in 1984, This was 1&.03%
sham in aggregate export Mi the
world declined at an ave:agg annual rate of 1,25% per annum.’

docrease in 1981 over 1973, Her
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nomcn it m an nqpmtng trend after 1980s,

- When Bangladash po:ihton is compared with t}m developing
market e::mmuy it can ba nmcgea that her share mqmasea from
04147% in 1973 to 0,196 in 1984, That is her share increased
by 4:85% in 1984 over 1973. On ah average its share increased
by 2:51% m annum, ‘

Similarly he:r m:pork share inermad £rom 124 24% in 1973 |
€0 16,08% in 198¢ in aggmam exports of the ﬁaaat davalcped
. countries. In this case he: shaze increased by 15.03% in 1984
‘cver 1973: The averaqa rata of hemao vas 1.?3% per annum-

Avove £indings xsﬁlm that the aapom of the developed
| emtrla was m:.asiug at. highet rate than deva}.apiag and least
dml.r.apea countries. . aangladuh’s campatit&vmeu imp:ovea amng |
devaloping and least devuxaped cmmtriu. But shu -could not
improve her position in t.m mxa world market acqu

Her ahare in aggx.gatc sxpores of the mrlﬂ is very
insignificant, So aha posscuas & better p:ospaat: to expand her
export as wal) as aha:a in tha wax!.d agonomy wit.hout*. ﬁac&m sharp
#Mt&on. ‘ ’

3.6 EXPORT'S CONTRIEUTION TO GDE

\Experts directly contritute £o GDP, Indirectly éxports
help growsh of GDP through multiplier expansion, Moraover
export has a good nunber of indivect impact by bringing new
techniques, trmfemﬁcn. capital imports etc, on the growth
of GDP, ﬁant:ibutioa of mart: to GDP is :cfiea!:ad by its shars
in ix. With bn:m: pcrznzmanca -of sxports :l.es cmtrimtim: o
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Bangladesh share in the world mza!?m

938

Year Bangladesh share in(%)
: ‘Devaloping

World |

Exports  Country's Export

1973 0,087
1974 - 0,045 |
1975. 0,035 |
1976. 0,044 |
1977 0,040 |
1998 0,042
7’ 0,039 .
1980 0,037 |
1981 0,035
1982 0,038
1983 04034 |
1984 - 0049 |

0,147
0,169
0,184
04170
0.156

0,183

0.153

04133

0,128
04134

0198

12.24

12,17
- 9459
10,55

9,27
11.86
10,39
10.41

9:91
10412

9457

14,08

Average xate of growth (%)

*?u 28 Cd 2681

1,73 .

»smex;"x Appendix Teble t §

GoP t‘;as;a increagsed in axpérﬁ-eie& countries, Thisz.happens so

because in export leading countries the growth of expert sector
usually becomes higher than other sectors and it gives impatus

tb othar sectors of the esonomys
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Table 3.9 presents the changes of exports' share in GDP
in Bangladesh during 1972-'13 to 1965-66,

Her exports aa parcmtage of GDP m:oaae«a fm 6o 14% in
1972«73 to 5.19% in 1985=86, ‘I‘hi.a was 3.75% deemaaa in 1985+86
over 1972-73. During the whel.c period exports as percantaga of
GDP varied within the szange Off 2.49% and 6.26% per: year, Its
ghars m GDP has an i.ncreasinq trand. mmq 19?5»?6 o 1985486,
During thiu pexiod its aha:e increased by 1.22% per annum on an
average, When the wmxape;:taﬁ from 19_721-»73 to 198586 is
conﬁidem& sxports aa..perg@tagq of GDP decreased by. 0,27% per )
annum on an averaga. : ‘3.3475-‘-75 is considered as the mormal
ecmemic year of Bangiadeah it might be right to say that hey
‘exports’ cenmmtiorg; o GDP way increasing during the reviawed
period, Moreover that is supported by Bangladesh Bank Anwual
Report, 1986-87 (pp. 129 Ee 2041 which has shown that. export.'l
share to GDP has risen to 6.98% iu 1986+87..

In cmasiaion wi,th sezmaa. Asdan amntri.ea Banqzadesh
w;port eantﬂbution o, GDP was very

Table 3.10 pressnts cmtr:tbut!.m Of export to GDP in 12
_ Asian cauntrias durmg 3974 w 1965,

In 1974 azpo:t’s shan t.a m&p ixet. Mamial Product) was
more t'.hen 50% in HongKong and 3ingapura. This was highat thaz
20% in mdmnia. Repubuc of Kma and Malaysia and cuuntx.tu
that remained between 10% ané 19% were Japan,: \.sxi Lanka; Thailand
ané ths Phnippma:. This xmmm\:aga was lesa t:han 10X in Indﬁ.a.
Pakistan and Bmladuha Bangiadesh :xport share +o mp was
tha lowest. o
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Table § 3.9

Export's contributien to GDP in Bangladesh during 1972+73
£o 198586 |

Year » Export as % Annual change
- of GDP %
1072+73 . 6414
197374 4,16 ~32,25
197475 2,49 40,14
197576 5417 10763
197677 6433 | 22.44
1977-78 . 4490, | =22489
197879 5,57 13.67
1979-80 : 5.55 - 0,36
1980<8 4,92 ~11.35 -
19681=82 4.67 - 5,08
198283 6425 ) 33,83 °
198384 5,75 - 3,00
1984~85 6426 ' 8486
198586 . 5491 | = 5,89

Average snnual growth (%)
1972«73 €0 108586 |
0427
197576 t0 196586
1,22
Change in 198586 over 197273 (%)
"'3(75 ‘

Sounres ¢ Appendix Table ¢ 4
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Table 5 3.10
Contribution of export to NMP in 12 Asian coumtries during
1974 to 1988

Countryies Feypord as % of WP Average
1974 19488 growth %
Japan 22,09 13,24 0,76
Indla T 4487 584 2406
Pakistan 9,67 2470 0,03
indonesia 28.76 2i.5% -2,62
Rep,of Xorea 27.50. 36436 2.35
HengKong  74.68 98,22 2.2
Malawgia 44,62 | 48,87 C.76
gri Lanka 18 .19 24 o 24 4,56
Thailand 38,58 18,57 0,03
ThePhilippines 18,81  54.20 -2.21
Singapore 132,86 163,47 2.5¢
pangladesh® 4,16 6426 3.46

1 Picure for 564
2 Taken from table 3.9

Source & Appendix Table @

This percentage share inersased in 1985 over 1873 in
all countries of the group except in Indonesia and the Philippines.
In 1985 exports as percentage of NMP v}as more tham 20% in
Indonesia, Republic of Korea, HonoKong, Malaysis, Spi Lanks and
s..ngapera. Japan, 'mauam and the Phili.ppines wére within the
group of 10% to 18%. It waa B.ess than 10% in Ind:.‘.a (5.84./5),
Pakistan (2.70%) and Bangladesh (6,26%).
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|

. The average annual growth of exports’ shere in NMP
was the higheat in Syi Lanka which was respectively followed
by Bangladesh, Singapore, Repubz.ic of Kores, HongKong and
India, ’ . .

Its annual averalgé growth wag negative in Indonesia and

the Philippiness ‘

~ Though the gmtri«l_a%;ﬁm of mart to GbP‘ hed an increas-
ing trend during 1575«76 to 1568586 in Bangladesh her export
ghare to GDP was comparatively lower thin that of mamy Asian
countries. )*

‘3.7 EXPORT DERFORMANCE ¢ COMPARISION OF PRE AND EGST INDEPENDENCE
BERIOD o ‘

During pzenthdtpen&wae pericﬁ the discrinminating export
policy of the then qmmnt of Pakiam inflmnccd the export
Pericmanco of Baagiade:h. It was mpb:tiw primary comnodities
and ﬂ.mm:ting uamtacturmq commodities Syom West Pakistan
mmy; It was used ax the bmkce. for induatrial products of
West Pakistan, Industricl development programme was discouraged
there by the government, S0 it is expected thet export perfor-
mance ©f the country b‘mhouxd bé better during post-independences
periocd thap that in pmuinaepmdmce poriod, Table 3,11 presents
the continuous compound mwth ::ata of exports and impom
durma pre and pma-siudapmdm paxim of Baugladesh.

Her export &aema& at an exponential rate of 18,29% in
poséﬁs.nclapendence pericd aua 5.,58% in pre-independence period.
8o the growth rate of ixpwts was 12,71 percentage points higher
in pcst-»inﬁepmdmee period. Similarly the qrowﬂz rata of her
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Amports was 9;& pe:centaga points higher in paat»indapendmce
pariod than that in pwindepmdmm period, .

* The growth zzata af Amports in both the perdiod was more
than  that of theis mpqcéivo exports, The growth rats of imports
was 1,92 percentsge points and 5,23 parcentage points higher in
post snd prewindependence peried respectively than that of her
respective exports, So the gap batwesn the growth rates of
exports and imports was higha:r during preeindependence pex:lod.
However, in both the period her imports were greving faster than

One of the main rescns for higher gmweh ratosof hey
o upam and imports in pnat—iﬁdapmdmea period “was frecuent
'dwazuatien of her mmey take in terms of dollar of’ pound.
The exchange rats was %;?.35 per US dollar in 1972-?3 and fell
t0 1K, 30,27 per US doller in 1985-86. The growth rate of her .
e&xports and imports in Acliar terms was 9.31% and 11.14% at
continucus compownd rete in pust-independence period, So the
oxpért performance of the csuntry was batter duris‘;g posts
independence period than t:hat: in pre-independence period even if
the growth in dollar texms i:nz ,paaﬁ»;naependepce period iw-
corpared with that in preéwéi:enagnce period,

3,8 COMPARISON OF EXPORT AND IMPORT GROWTH ¢ BANGLADESH WITH SOMS
ASIAN COUNTRIESS o -

The cmaparism of eacpcrb and import growth of Bangladesh
‘with that of some aelwteﬁ Ax:.an countries would reflsct tha.
comparative picture of Bang;aawh with regards to her export.
and import growthe Table 3;‘22 presents the growth of exports and
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Continucus compound g:owth rates of exports ‘and s.xr\port in pre
and pmt-indepenﬂegwe period of Pangladesh

CQBt;num cmmﬂ growth

rats
Poste Pre- Pegcaontage
. independence zndapmdmca points {2«3)
. ‘ ~ Peflﬂd period differance
I & B (2 (3) (4) N
Exports (a) 18.29 (o) 5,88 12,71
e iniUS$ 5.3 “ ,
Imports (b) 20,21 (8)10.,81 = 9,40
o ih‘ 7‘33119"3.4.
Pmmtage points b * s decun
&fﬁemne: beggm ‘ ’ 'z,bz 8,23
rowth rates Mkah ~ L

,SW‘%‘!; t Previous table

zmparu of 12 Asun ccmntries m&ng 1972-»73 w 1985-86.

During the par&ad 1913 0 1985 the growth :atc r.st eaepure
was higher than thah of :tmpom ia Japan. Republic of Korea,
HongKong and singapoma in au vther wuntri.es of these 12
comtri« the growth rate oﬁ imports was higher than the growth
rate- oﬁ thei: mpacti.ve eipams Bangladesh was no mept&on \
to tha acc:end groups Among the 12 countries exports gmwth rate
was the highest in the Republiu of Rorea which was respectively
followed by Singapere, H@nql{mg. Indenasia, Mayaia, 'mauand
and a‘apan. After these com&ma sl baaka and India cm into
plotute, Bangladuh wctxpied iith pmitﬂ.on in reapect 1;@ hey
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export grbwtﬁ. Only Paki’s%i;ﬁ‘é éxpc';rt growth was lower than
that of Bangladesh, L ‘-

Hor export growth was lower than the world export and
wa# higher than that of developing market econcmies and least .
aerveloped countries durmg. 1973 to 1985.

.ot

_Import's gr:owth rate was the. highest i.n Republi;c’: of I(orea
which was respectively followed by Pakistan, Malaysia,
Singapora. Indonesia, 'L’hailand. Hongl(ong and India. Its growth
was the loweat in the Philippines which was followed by a'apan

and Bangladesh respeetively.

~ The mport perf:’crmance of a countx:y is i,nﬂuenqed by
trade 5trategy World Develapment Report 1987 (The World Bank t
World Development Report 198?, fooxd University Pmss. PP.79~11 2)
has classifm fortycna dextelaping economies by tz:ade orientatton
during 1963+%3-and 1973-85 into four groups (1) strongly oute
ward oriented, ($4) moderately outward oriented, (111) moderately
inward oriented and’ (iv) strongly inwaxd oriented. Attempt is
made to classity the orientation of a.country's trade strategy
by cembining the quanté.taﬂ.ve and quaiitative mdicatom s (1)
.effe&tive rate of pxertection, (i:l) use m‘.’ direct conuols, (uu
use of expcrt incent:l.vea. (iv) degree of exchange rate overvaluate

on, Among out l.:leat:ed 12. countries HongKong, Republic of Korea
and S:Lngapere were stmngly m!tward oriented in their trade .
strategy during 1973<85 asper the World Bank study. Malaysia, .
and, Thailand were moaerately outwax:ﬂ orimted and Indonesia, -
Pakistan, Phiuppinea and Sri. Lanka we.m modex:ately mwa:d
oriented, ®nly India and Banglaaesh were strongly inwax:a
orientaed during the same period.
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Table 3 3.12

The growth of exports and imports in 12 Asian countries during

1973 to 1984

 Countries 7 igeade snnusl growthr
\ Exggrts | ”Iz‘npéczrts .
World 1973 to 1984 10,53 f '10,52
D’e?ml@ping market ‘6.45@‘“ ' na
ecuAY :
1DCS 7489 na
Japan 12,928 21417
India 10411 | 13,31
Pakistan 8.4 . 16420
Indonesia 14,46 14,52
Republie of Korea 20,52 1788
Hong Kong B 18,71 ' 14,45
Malaysia 13,71 B o 15457
sxt tLanka 9.51 ' 13,08
Thailand 12,35 1449
The Philippines 7.37 | 10,76
Singapore 16,54 | 15,40
Bangladesh 9,78 11478

Note : Growth rates computed by f@m&ila ]

Sm«ze z"'Appme}i:;x Table 1 S

-

g = (£42 -1) X 100

The gtudy shows thet betwéen 1973 and 1385 the growth

‘rates of monufacturing export wes higher in outward oriented

countzies than inwerd oriented countries. Economie performance
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of the outwardeoriented economies was broadly superior to that of
the invard orlented egonomies in almost all respects. Eenglg;{g;li /
gtrongly Inwapd erlentésd tﬁrajade strategy. So her export growth
was depressed by the trade strategy. Still the average arnusl
growth of her expovt wag hig’nex ’thaa thet of Pakistan, Sri Lanka
and the Philippines. This indigates that if she moves towards
cutward orlented trade strategy she would be able o achiave

better performance in her exportd

3.9 BALANCE OF TRADE IN BANGLADESH

Balance of trade of a country shows, to what extent her
exports are able to finance imports, Time series analya‘is& of
balance of trade of Bangladesh will show how the expord of ‘the
country has been abls to finance her imports an@ what changes
have t3ken place in this mg;ar":i over a pepiod of times
Bangladesh had a surplus halance of trade with forelgn countries
during pré-independence pericd, But immediztely after ix;ﬁependeme
it has been facing wnfavourable balance of trade with increasing
rate of deficlit,

Table 3J.13 presents balance of trade position of '
Bangladesh during 197273 ¢o 1K98‘6~8?¢ Durding this peried the
total merchandise imports @;ce&dea merchendise exports in each
year and consequently the emmtxy faced deficit in her balance
of trade, | | |

Deficit in her velance of trade increased from TK.102

- crores in 1972-73 0 TR 34B,.5 crozes in 1965-86, This was

4163423 percent (about 41 times) increase in 1985-86 over 1972=73.
The average compound growth rate of her deficit was 30,747 percent
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| N Table ¢t 3,13 o
Balance of trade of Bangladesh during 1572-~73 to 1986«87
VYalue in crore Taka

Year Balance Annusl
' of Trade - rate of
changs %
197273 ; =10240 |
197374 ~§33,7 325,20
1974=75 «770e6 77 .68
197576 “915.4 B 18,75
197677 73243 «19,98
1977=78  w1303.8 50,73
197679 wi2dd 2 12.72
197980 -1952,8 56495
198081 «2580,4 32.14
1981=82 263442 ' 2,08
1982-83 =724 .0 3.44
1983-84 «3073.8 ' 12,80
198485 ~4203,8 36,76
15858657 . «5130.0 ~25433
198587 T 302940 - - 3,80
Change in 198586 over 1972+73%
4163423 ‘

Average annual growth(%) -
1972=73 to 196886
‘ 30.%
197273 0 1981-82
38442
1983=82 to 1985«86
10.54

Source ¢t Appendix Table s 4

per annum during 197773 to 108586, In every year except 197677,
1985~86 and 1986~87 the deficit of the country wes increasing

shagply. Only in 1976-77, 1983-86 and 1986~37 Goficit in her



109

balance of trade dm&aum by 19,98%, 25.33% and 3,50% mapmt.vly.
Exéept these years the dcﬂci.t in her halanca ot traéa was
increasing in each year ayex' ymvims yeay during the whole
period, he average annuai ra't.t‘ of inr;mcasa of deficit in her io
balance of trade was mm during 19&1»92 £6 1985=86 than that
during 1972-73 to mszaa:; The average growth rate was 10,54% and
38,42% per annum during famw and Mtw pariod ruzm:tivaly. ,

Table 3.14 shows m changas in balaaea of trade at

1975476 constant pricm, Thn defieit tn her ‘balance of trada
increased from TK. 490,65 m in 197273 to m.zzmses crores

in 1985-86 at 197576 c:mstam prices. The daﬁiczlt in her balance
of trade increased in 8 yaa::s ‘and decreased in 5 yeara over previcus
year during 1972«73 to :985-8&. In this case avwagc armual rate
of increase of deficit in, her halanca of trade was 11.59% per
annum,’ ’

So the balance of tx;ade of Bangladesh was unfavourable
 during the whole pariod £m 197273 to 1986-87 and the amcunt
of deficit was inagqae&ng «mmy year at current and constant prices.

But the average qrawth ::atn of deficit was 9. 15‘ps:cmt’a§e
points lower at 1975-?& eanaban# prices than that at mrrmt price,

That is durmq the whole psriod her eéxports were lagging
behind her imports. The gapbntwm em:iom and impom was
widening during the perm mgdqr. review, This nimti;m was
increasing the dependence of the accnomy on foreign aid.. However
it is remarkable to.note ehat the deficit in her balancc of trade -
was inere&aing at a mh slower rata during 1981-82 to 1986-8‘?
“than that during 19‘72«,-’?3 to 1980-81, So it may be hoped that in
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future her mpa:u wauld ba able to axceed he: import and thus
radnau the depcndmca of the aconoiy. on mtomax asaistama
and snhance zoreign exehange eaminga.

-~

Tabl.ﬂ t I8 3014

'x'tm ba:.anca aﬁ ttada of Bang:.aﬂmh dm*mg 1972473 to was-aa
at 19‘15«-‘?6 constant prices

1965486

Year . Balance Anmmal
, of trade ehanga %
1972473 = 490,65
19737 |- 559,18 1397
197475 | = 639,03 14,26,
197576 . = 915,13 4321
1976+77 - 899,18 - 1%
1977-78 161340 79,43
1978=79 | =1576,30 - 2,3
1979480 L e1821,28 15,54
198081 | 1588,91 12,76
198182 | *1249,94 ~21.33
198233 | =1315,50 - 5,87
| 1983.84 | 1618,10 22,63
1984485 " -2649,36 63,73
|| 2276046

" wid ;08

Source i Appendix Table ¥ &
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3.10 M@FWWW
3.1&.41 m@.wm& éﬁwm

The products of the third world countries suffired
secular daterioration in their tepms of trada, Consequently there
has been an unjust trmfcr of m::me £rom the poor to the rich
emt:ias. The dwalopea countr&es have managed to !mprwe their
turms Of trade at the W” of the poor countries.

The terms of trade argument as it has been put forvard
in much of sconomic Mmat:um ‘has two main strands not necessarily
' prelated to each othery Gn'é: iz comcerned with the movements of the
terms of trade whersas the other involves their position at a
given times ‘ -

| The first version states that the terma of trade have
manifested a lengeterm m&d favouring the rich natlcmi in thelr
trade with the pmr. This may be banealai.ther on atethttcai
investigations of past ﬁm&ammt and their mapexaum into
the future OF on a prlori resconing leading to expectation of .
this nature or both, o |

The sscond vari-t.y corisists of the argument that, at any

gﬁ.m point of time, the turm of trade is in some sense "unfair*
) pmr nationss The natmfo of this xm!ai.:aeu may aq;i:a vary in
aiffarent mnmmts. it ma? iméen that gains from trade and
specialisation ave appmpmw overvhelmingly or at 1&»1: in an
masivay layrge measure by the rich pa:&nm. Some of tm; is
metmmwthapeintwhm itiaa:guadthatnotmlydnthn
poor naticns gain little mt they acmz&y lose from intere
national trades In other versions the unfairness may be based
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on sémething like the double famtoral tesms of trade coneept

but ia & static sense. Specifically it is ergued or implied
that a wnit lsbour invested in the rich country's production
buys through trade much more than cne unit of labour's produotion
of the poor nation. The policy implications from this strand of
argument call again primar,uyv for schemes of intervention in mare

ket determination of pricéé and for compensation,

The terms of trade draw considegabie attention in ths
digcussion of intemationai secononligs at least for two reasons:
(1) the gains from trade depend upon terms of trade, (ii) the
third world countries fesl that their products have suffered &
sexulap deterioration in thelr terms Of twade as a result of
which thers has been an unjuat transfer of income to the rich
countiies from the poord

Singer {1950} and Frebisch (1959) argued thet the
industrial ecuntries have much stronger labour organisation than
the periphepal countrles. - \

In the absence of labour immt;s wages «-.':axi beidapmssea
which i1eads £o falling produet prices and deteridrating terms |
of trade. Werner Baer (1962, °p.173) says, “¥he complicationa’
arising from an incredse in preduetivity in the suportisector can
now be fully appreciated. 1f productivity in the domestic sector
does not change and hence the general wage level in both sectors
remains the same, the fruits of this productivity increase will
be transferred to the centre, since prices of expords will drop
in about the same proportion as the productivity incrdases, But
the productivity Increase and i:he inelastic internaticnal demand
will cause employment o shrink in the export sector. The
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resulting manpower surplus an only be employed in domestic
industries iff wages ah:ink SQ f:hatt mdustries with lﬂwer
productivity ratio dan md.se tdoes & 3.6wez' inf;muimaz Troduce
tivity ratio}. This 1weﬂng of wages in ¢rder to increase
A ‘emp:toymsnt will cauza mo::e mtmaﬁonal me of mcme
through the export inﬁuat:ries. it might also at:imnate 4
older domastic :mdust:ri.ea into the export Smp since wages
tm: them are now lower than productivity, but f;hh will oceur
at the cost of atiu wra internaticnal income transfes®,

‘ In the acaﬁamie spi;-ra there was voluminous axsmaim
on the Pmuehosmq& thexih an theoretical ground, it: wag
eriticized by Haberler ( 1961); Flander (1964), Johnsen (19€7),
Stalin (197%), Machsan (19?5); On statistical ground objections
were ralsed by Viner (;9'_5;)43 Baldwin {1965), Ellsworth (1956),
© Morgan (1957), Meler (1958), Yates (1959), Haberlor (1961),
Iaipuy (1963), Ruzpets (3.9&7) Jehgmn (1967), Btrdeten (1974),
Bairech (1975), Frank (zp'm. Schuas (1977), Findlay (1981).

!nsp&t: of the theit smm ﬁrﬂ.tiuiam against the
PrebischeSinger thalia mauy authozzs in 19603 like Bracher and
Choudhrl (1982), Spraos (i?Bﬁh Sm&-‘ (1983), sapsford (1585),
'Thtrlwan and Bergev&.n (19853 and Saxkar, (1986) suppwf;ed them.

Thaz'e are sevem& cangaepts of terms of tz-ada (Viaer 3937.
Rostow 1950) .and the major cnes ares
15 Gross barter torms of tx;aﬂt',w
2,. Net. bartsr or commodity terms of trade,
3. Incoms berma of trade;
ke singla factoral tm of trade,
5 nwhiu-faetnrax tam of trada;
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6« Real cost tesms’ c:f ﬁrade.
T U‘Bi}.iﬁ? terms Of m&&: _

Usually these z:mcepta of “the terms of tvade are used
to measurs thé qam :Ez:omi"taﬁes '

' mmm%%&g

The distinetion batwm grass and net bar%w m off
trads was put £owa:d by ‘rausﬁng in 3.92’1. smlieally groas
harter terms of tradn is m«aaﬁ as o 'mx 100 whers

a stands for t:he import ca;anuty index and Ox for sport
quantity im!ex and G for gmmr batm m of trade. t'fe mleiply
the mm- .xpxaanim by xoe m oxder ta get r:td of tha aacimi

wmww.ws&mn

. This §s the nm’c m&y vsed ommnien ﬁ@r the “terms

Q:E trade chaaé:us in the cmwra:y world, "J’e’m gross bm
tcm of trade concept usss quantity 4ndex of exports and impam

whareas the net barter or cmaity mxm oL t;mda makes usa of
| ptice index of Mpa:ts and exwm. 5ym1ca11y the net barter
tarmsaft:aaecanbewritmu ;'Eca& wmahstanda for
price index of mpm, Pm £cer pri.cs index of ﬁmporta and To for
comnodity terms of tm&ﬁa. f' S "

Income terms Of of .!‘.E..é&

Sima it i3 impc:rtant for any country to analyse changes
in its’ w}.tme of exppris multnxg ﬁmm export price changaa.
it is uaeful 0 correct ‘ahe movements in wnmndity t;esms for
changes ' in aepé:t voluing, ?-‘hisf :!.a dmé by ahe cmmept of Ineome
terms Of trade which wes first -introduded by G.S. Dorrance in
. 194848, Symbolicelly the ifmmé terme of trade is w:j;f;tés ans
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IaleXOx or il?@%ﬁﬁ Qx
whexe I = income tapms of trade,

T = commodity terms of trade

I w export qz:antiﬁy index,
‘Single Factoral Temms of Zrados

while income texms of trade adjusted the commedity terms
of trade by c:ha:agea in expm volune, thm is another attempt
to correct commodity terms. ffor changes in pmdmwity in export
goods iﬂﬁﬁatries. Jaech ?mar developad the ccncezst of.' s.ingle
and double feetors) texms of. trade in 3937, Symbclicauy singxe
factoral terms of *:xaae !.s exgrmaeﬁ ass

8 = Tc xXs or sagﬁxx‘a where
e represents commodity tems of trede, X stands for axport
productivity index and 8 Ifﬁq::: smqle fadtoral terms of trade,
Rowble Fagtoral Terms of m@.

_ When the aamwdity terms of tr:ada Te is corrected for
changes in productivity in pxaanc&ng voth exports and impores,
the result is the double !!aetﬁm terms of trades This is stated
| as a‘n .emx& or D uggxﬁg- whére Ta staada for mmadity
terma of trade, Xg for proﬁu:ttivmzy index of mm industries
&nd Mz for productivity ,ndem in impert industries.

, ws’mmﬁm

This mmm:i@n at;%empi:s to correct the emdity tarms.
of trade-for changcs in mport prodmtmity index (Xs£) ‘and the
reel cost of producing arpm qoaﬁa The amsunt uﬂ utus.ty 10,1:.
or sacrificed paz.- unit eﬁ mmc:aa enployed xu pxadnaing ‘export
goods ammm the ml aast of proatwmq éxportss Tne real
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cost éf ymdming exports 1& expressed by Xp. Real cost terms -
of trade is iaxpmaea\hy ¢ R &Texﬁs where Tc stands for
comodity terms of trade, x: for profuctivity index in export
industries am‘! Xp for mal coat :!.ndtx of producing export goods,

ULty Terms of Trades | |

when x&l cost term of trade is corrected for relative
desipability ‘éf imports and axports vhose consumpticn is sace
rificed becsuse of the wsa of resources in axport producticn (Um).
The mult is the utility terms of trade, Utility temms of trade
concapt is associated with the name of B..H, Rebertson (1981),
Sywbolically it is wﬁ.m:an as 1 UnTe X --g- X Um where Te stands
for commodity terms of mglm Xz for productivity index in expere
industries, Xp for real cost index of producing exports and Um
for relative desitahiuty mam of imports and exportss

A

" - 3410.2 2»‘.:‘52’.@. °" IRADE IN w

As discussed aa:uar there are several concepts of the
' terms of trade, Pifferent mneapta of the terms of trade
analyn the gains from intcmatianal trade from Aifferant amlaa.
It is not poasible +o c:alauhu all types of terms of ﬁzada in
case of Bangladesh due 0 nm—avauabiuty of required aata.
Moretver, thma typau of tm of trade are widely used and
accepted by the mwpamry world to measure the qa&aa from trade
of & eountry in the :agime of international trade, These ares ‘
(a) gross barter termo- of tzads. (b) net barter or modity ;

terms of trade and iﬁ) Ineame terms aﬁ tradt.

’i‘he gross bater mx:ma of trade measures the mtt.c of :meart
quauti.ty index and export guanuty‘mdm.. It shows the gquantity
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of import received by a cmmm for a un:lt of mpert. If the
import quantity index m:eaaes ana m:pm quautxtg index remains
same then the gross 'haxm terms of trade improves (i.e, the
pnrchasing powar of m%po:t mur.‘aasuh Though, this tems ok trade
has its own merits, it is not commonly used expression f.u today's
world. The net barter or ummoaity terms of trade shows the
pcai.ttcm of & gountry wwh respect to the prﬁ.cqz of her exports

and imports. When export prim of a country inédreases but impm
price rmtn: the same, thsn her gains f.xam international’ t:adt
mcmasu.

The income tams of trade inéicat:aa the position of =&
country with regards €0 m capaclty t0 import based on exports,
That is a rise in s.ncam tg:m of trade indicates that the
eountry can obtain a 1arger xv&@ma of imports fiyom the sale of
tts exports. - |

. To pee the peaitim of Bangladesh in the light of the
above galns from trade attmm have baan mads to compute the
above menti.ened ‘three types of terms of trade. \

B In computing the tem: of trade we have usea ‘the &atza oﬂ
Bangladesh Bank and mnsidarad 1975-—76 as the base year beeauu
thu year is considered aa the normal sconomic year agter thc‘m:
| of i,udnp&adunce in 1971, | |

3:10.3 ...@.._ﬁww TRADE + BANGLADESI:

The gross barter tm of trads makes use of import :
' quantity index and export .:qaanuty indax. As mentioned earlier
the gross barter terms of ‘Etraﬁﬁ 13 given by the expressions "
g % X 100, The gross baster temms of irade of Bangladesh is
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computed Ly the above ﬁa:::;uxa and is presented in table 3,15,
The trport quantity index data are not available after 198081,
So the pmtua covered is fxom 1972<73 to. 1980-81.4

mabu : 3.15 ’
The gross barter m ot waac of Bangladesh: durmg
‘ :.972-?3 to 2.980-»83.

Gross batter Chenge over

Average annual

Year . terms of Trade base yesr  change % !
, . % opoints

197273 162430 62,30

157378 109,86 .86 72473 €0 80w81

197475 131.67 31,87 ‘

1975476 100,00 - - 4.84

197677 8974 »10,26 7576 t0 BO-81

1977478 113,09 13,09

1978479 122,05 22,05 0.63

157980 116467 16,67

198031 103,83 3.83

| sm: ' Appnnd&x Table ¢ 6

The gross ham tems of trade value exhibits that the

eounmry had a favonrabla position in all the years except if
197677, In this year thegmsabarm terms of trade of the
couwnityy deteriorated by ;n.za pemmtaga minta, That is in this
year the eountry raceived lews qqanttw of impores for given )
volune Of exports than in base year, In all other years Bangladesh
groes barter terms of &ta(\i% improved over base year. This means
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that in these years more @nﬁt@y of imports vere received fm:"
a given cuantity of axpam than in the bage year.

The highest sx‘aprev#menﬁ in. the gross bayrter terms of
trade occured in 1972+73, In this yeor it inproved by 62,30
paxcantaqe points over !:a“ yeax, Gmn barter terms of tzade
impreved by the lowest pemem:age Wim‘:& (3-.63) in 1980«81 . Iﬁ
wg compara 198081 with hase it wou?.d be seen that tha gross R
bam:r terms of trade mPrwa& by 0.63 percant per anmun On average.
Again 15 1980.81 is etamparea with W'?.*!c-‘ls it iz found that it
detg;:axam by l.&;ﬁ%.pe: annum on avq:age during 1972«73 to
158081, o .

o During the paioé tm 197576 €0 198081 the gross barur

tegms of trade had a -sl.‘;gh# detexiorating trend vith some sorts
of fluctuation. Héwéve;z. % mi.gh’c‘.'m ‘concluded that the gross
barter terms of traae of tha cosmtzy impmved éuring the pericd
under raview.

L

3.16.4 MM X m& ¢ BANGLADESHY

This is the most Wy veed ammlatien for the
terms of trade changes in the mtmmoxary world. The commodity
terms of trade uses hupm price index and export price indect.
As mentioned eariier it is symbciicaﬁy written by the exprassions
TC = gﬁ X 100 The commodity terms of trade improves when the unit
price of oxport cqmai&tus elther ingdresses moOre or decrsases
less than the wnit price oif! impogt commodities. Table 3.16 pressnts
iher‘ commodity terms of trada of Bangiaﬁgsh Guring 1972473 to /
1985+86, The commodity terms of trade of the eountry improves in .
alwmost all years ovey Base yoar 197576 except in 1974+75, 198182
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and 1582-83, Since 19'?2-‘?3;’ the wnit price index of export and
import has been E.ncre@asng; In the year 1974-75 the price index

of import incrsased more than that of expork. As a result the
commodity terms of trade déi:e:&.g:at_ea by 2,96 percentage points,
liuri;zg 198182 the aamamy q:’tpegie&;&s severe stress and strains
due to mainly iﬁterﬁaﬁénéi recession, ‘volatile exchange rate and
h&ghéé im;era‘aﬁ rates in i;iae world market which éai:sad detarioraw= .

- . tien in the terms of m&a of the countey,’ Deéterioration in

commodity tm of trade manu the emmtry elther bought her 1mp¢m
- at higher prica than base ye&x m:gart brice remaining some or sold
exporta at lower price thaxz base year import price remaining same.
In 19‘?4»‘75 both eumort price index and impart px:!.ce index increcsed,
But import pri.m index mareaseﬁ at a higher rate than export price
index. The same thing happgneﬂ in 1981482 and 198283 which caused’
deterioration in the texm of trade of the country. Since 1982483
and cnwards the ‘ae'm\t:g’s ecommodity terms of trade has been
improving again. The avesafgq rate of ilmprovement of hexr emodity
terms of trade was 2.60% per annum during 1975476 to 198586, If
the whole pericd is mmarea then it would be noticed that her
camodity tem Of trade &atwiorateﬁ on an averaga by 2.44% per
annume This was 80 bacansa the commodity terms of trade impmad '
by 87.8) percentage peints in 197273 over base year wbich was

the highest improvement m:lng the period under review, The
i.mprcvmm‘!: in tiex ccmodity terms of trade in 198586 was lesy

by 54,89 pementage p@ints than that in 1972+731, The terms of

trade in 3.985-85 theugh :lmpmed aver haae year ut when compaged
‘with 1972-73 1t debatiotateﬁ»

However it may be ~¢;m<;1mied that the commodity terms of
trade of the country improéved during the psricd under review over
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Commodity térms of trade of Bangladesh during 3197273 o 198586

Base Year s 197576

Commadity

Year Change over Average
terms of base yeaxr annual rate

. trade : : of change %

197273 187461 87.61 ‘

1973-74 112,89 12,89 7273 £o 85~86

199475 97,04 ~2.96 - 2,44

197576 100

1976177 114,51 14,51 75«76 to 85486

197798 148,18 48,18

1978-75 153,18 53,18 .60

197980 150, 38 50, 35

1980=82 105,36 5.36

1981.82 86409 «13.91

198283 89.42 w 058

108304 120.16 20414

198485 175.67 75467

1985486 132.72 32.72

Source : Appendix Tabla s 6

base yeare Inprovenment in the acmﬁ.ﬁy tarms of ’a:ada‘ wopld

_ mean that the export of the country was sold at higher price than
buying price of import per unti.

There is a ¢onsensus that maximisation of commedity

terms of trade would mean maxinisation of economic welfare, But
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Haberler (1968, p.326) has howvever arguai that "instead of being
maximiged terms of trade should be cptimised. Because sconomic
wellbeing will be maximised not when the commodity terms are
maxindoed but when they are optimised,® |

fihat 1s irmportant €0 a counteyv, from v:elfa;e viewpolnti
is not hcn;r high aze the export prices but how high are the T -
axport earnings. If we are able to sell out export goods at a
very high price, (thareby improving comnodity terms) it could
moand that forelgners buy less of our export geoods. In this coge
vae end up with reduced export carnings and theredby reduced
geonomic wélfar;e. What we cannot afford to ignore, 13 the elagiie
¢ity of demand for our export goods, Just as the optimum price
for a mongpolist -~ the price which maximises noncpoly profitses
43 not the highest price which the moncpolist would be able to
charge, the optimum terms of trade which maximizes welfare is
not the highest price of exports which a country could possibly
obtain,® (Haberler 1968, p.328).

3.10.5 INCOME TERMS OF TRADE + BANGLADESH

The income teyms of trade is important to assess the
position of a countyy in foreign trade mechanism. It i3 speclally
important for a poor country to take changes in 1ts volume of
ayports into scecount, 5¢ the movements in commodity terms of
trade is recuired to be corrected for changes in export volume,
symbalmaliy income terms of trade is expressed ass |

I =% X0orI =5 X ox (as stated before).

A rise in income terms of tradae indilcates that the country

can obtain a larger volume of imports from the sale of its exporis:
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1.6, its capacity to imp@rt based on export has increased,
Table 3,17 shows the income terms of trade of Bangladash Quring
:mzuvs to 1985+86, |

Income terms of tx:adn of the eomntey Improved by 3.68
pegcentages points in 19—?2~?3 and by 87424 percentage poinks in
1985+86 over base year 19’15-?6. Incoms terms of trade hence
improved by 80,65 per c:ent in 1985486 over 1972+73. Out of 13 Q ﬁ-.
years income terms of txac%o improved in 10 years and detet:lorated ‘
in 3 years over base yaet{ That is the country had a favourable
income terms of trade in ‘t:he whole pericd except 3 years under
seview, It was improving grafuslly during 197576 to 1985-86
with breaks in 1980+81 and 1961+82. During 198182 {as mentioned
earlier) the country had severe stress and strains due mainly °
. to international réc:aaaieﬁ} volatile exchange rate and higher
| intarest rate in the mrm market, -

. The average rate of irnpxavment during this pexiod was
6.47% por annum whereas the avezage ammal rate of its loproves
ment was 4, 31% dnring 1.9‘72-»73 ta 1985‘956

From the above miytis it may ba ccnc:maad that
Bangladesh hnd a zavaurablg income terms of trade in almost all
the ysars., The :lmporé‘ ¢apa§1ty of har axports increaged éur&ng_
1972473 to 198586, Improvement of incoms terms of trade tells
. us sbout the export quantitys In 1973«74 Bangladesh had &
favourable commodity terms; of tggaée and unfavourable income
terms of trade. This mans that in this year export price index
was higher than import price index but export quantity index
was lower than t:ha,t in hasf@ Iyeax‘:‘f"m«eptihg L ysars the country
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. had fayourable commodity terms of trade and income terms of trade
ap well ) 1in almost all years during 1972«73 to 196%«86;
Tab;‘ ] 39"17
Income terms of trade of Bangladesh during 197273 to 1985488,
| %gg' Yé A ) :2?§~2§

Average

1985486

187.24

87.24

Year " Income texrms Change ovar
. of trade = ~ base yeor ¥  Annual change %

, . points o
1972473 103,65 3,65 . :
197374 - 62,97 «37.63 72=73 €0 85486
197475 46,68 53435 | |
1575=76 100 4431
197677 118.49 10,49 |
1977-78 152.07 52,07 . T5=76 to H586
197879 153,26 51,26 | |
157980 147.27 41,27 6047
198081 110,83 - 10,53 |
198182 99,72 0,28 -
1982063 130,77 30,77
198384 153,37 53,37
198485 ° 186,58 " B6.se

Senrce 3 Appendix Table t 6 ‘
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‘ 'l‘he mm::arum of aaagzadesh terms of tr:ade wﬂ.ﬁh other
regions will qive us a p:l.ctm:ﬁ of other regions with :egazd: to
terme of trade when (:ha terma of tx:ada in Bangladash was
improving, :

Az discussed befori the cemmdit.y tam of trade in
Bangladesh fmproved d\xring 1975-76 to 198586 mept in 198382
and 1982483, During thia pmz:lm her deity tezma of trade
improved by 2.6 per cent pw annum m an -average. The commodity
terms of trade deter&a:ataa durinq 19?5 to 1979 in the regions
1ike (1) Devalopsd Naz‘kct Bgonomies (14) America, (11i) Eurcpe
{4v) EEC (v) EFTA and M.} Oceania,

During the saie period the commodity terms of trade
improved over base year 1978 in (i) other Europe and in {(ii)
Asia, Keeping similarity with these regions the cmmditf terms
of trade improved in Bangladesh during this period.

During 1971 to z‘s%s the terms oFf teade improved over
base year 1975 in all theE'abw:'mmtimed :eqﬁ.m except. '
Qceania and BETA, Dm:ing th!.a period Bangladesh commodity terms
of trads also impmaﬂ exccpt in 1974475 over base year
1975*76. ’

thting the whole pwtod £m 1971 o 1979 the eommodity
terms of trade improved th Asta except in 1976 and 1979,
Bangladesh as a member of Asia had resemblance with it and had
fmurabza torma of t:aﬁs in the same period, | |

Table 3.18 pmnm:a gommodity terms of trade of different
regions during 1571 to 1,9?9 .
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Table 3 3,18
cmncdihy terms o:t' t:aaa of different :eg&cns during
| r&71 to 1979
Year  Devel da | EEC -  EFTA mher Asia Oceanian
-; ma% ': Turops Eurcpa
economies

1978 110 113 107 09 96 121 138 91
1972 111 109 109 113 97 124 143 93
1973 110 109 108 . 207 96 126 140 112

1974 97 99 88 | 95 91 101 105 114

1975 100 100 100 100 100 100 100 100
1976 9% 101 99 . 9 102 101 - 96 _ 96
1977 e8 97 9 ' 99 98 105 100 91
1978 100 24 101 102 99 9% 112 91
1979 - 98 ' 98 97 na 98 ma

97 . 92

Scurces Handbotk &f Internatfonal Trade and
Development Statistics 1980, UNGTAD

‘ World Devglapm&t Repott 198;3 ha_g shown that terms of
mﬁé has imp:oved in'aap&;n. India, Republic of Korua. Honwl(mg.
ss.ngaparn and Bangladesh duzznq 1981 to 1985 over baae yaat |
3.990 among the 12 selected Asian countries (ses table 3,19),

S0 cur finding that the terms qf Atx:gda improved in Banglaﬁeah
is 150 supported by the World Benk study.

3.12. TERMS OF TRADE AND BCONOMIC DEVELOPMENT &
Prebisch and ‘Sing& questioned the dcdg:me of matual
profitability of international division of labour where trade

BANGLADESH
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-ra}.;;xa 3 2,19

Terms of Wraéo of some same& Asian’ wunttias during 1981

to 1505
Ye 28 ﬂ ‘
Countries . 1081 i_saz 1983 1986 1965
~Japan - 103 103 . 106 109 113
Indla ot | 104 111 . 107 18
Pakistan e, 93 96 88 95
Indoneste 110 | 108 97 100 97
Republic of Kores 93 | 100 101 100 - 105
HongRong 97 | u0 . 109 - 109. 110
Meleysta 91 | ‘es - @8 93 85
Scilaka 95 8 100 99 97
Thailend - 96 . .M 8 m %
The Philippines 112 | 8 99 101 96
Singpore na . 100 101 101 . 101
Pangladesh . -~ 02 105 109 o jeq 113

sam:c:et Wnrld nmlapment &epm:t 1987. 1986 and 1985, The
World Bank. "

is based on the claasiaal mparativa eest doctina, In 1950
-Prebisch and Singer rmt euly denied t.hat the primary -goods
prices would improve, but aiam stated that prices will tend to
dmine over the long mn. ‘ .

"according to Ptabisch tha wcs hav. expex’imcad
{perhaps will continue to' wiperience) a long run decline in
the tarms 6f trade and :ﬂ‘;éy éhou;;a counteract this tendencey by
imposing taxiff on inaustéiai‘ imports®, {Tandon, R and
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Hati, N. 1987, p. 16)s - o

' Bhagvati fn 1958 (pp. '201-208) haa put formward “the
possibility of growt;h beiﬁg m:dserize& in terms of a general _
- model in which a aountry is not speclalised in e::.the:: in
pr@duct'ion or in consumpticn. 2n mcreaae in the fac:tor supply
or technical pregress would raige ’real' income by the amount
of output changes at cost and nriees. But if factor accumulation
is s0 exportsbiased that terms of trade worsen,. the ‘negative
income affect of actual detexicraticn eay be greater than the
positive effect of output, expans;!.on“ * Haberler (3.962, P.281)
has stated asymetry betwe‘ea manifactures and primary goods.
While p:‘imary 'éoc?:ds are li;zttted in number and vary little in
qualit.y over a pe.r:s.ad af t&me manufactured items with new .
products constantly being added are unlimited in number and even
changing in. ;qx;alityé. When :,the statistician treats motor cars,
TV sets or drug as if each remained an identical or comparable
product he is aliowing hit'z;selﬁ to be deluded by a verbal. mirage,

Bageworth {1894, p.40) stated that *a country could be

‘dammified® by productivity increase® so that the deterioration

OFf terms of trade’ WOrsens its posit:!.cn.

It is alleged, however, that the oppos:tte occurs 5.n
respect m manufac*ured aemadities produced :La more deve}.nped
countzies, It is cgontmdedﬂ that the gains from ihcreased
. p'roducthriiiy‘ have bean distributed in the £orm of higher wages
and profits 'ather £han 1ower prices whereas in case of £ood
and raw material px‘oducti.en in the unaer 5eve1¢pea countries the
gains in productivity although smallex: have been d&stributed in

I
W
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tha form of price reductions {UN 1950, Lewis 1954),

Before making any comment on the improvement of terms
of trade in Bangladesh we should be éautious sbout the above
statements, Alsg the points raised by R, Tandon and Neelambar
Hati (1987, pps 16 = 17) would be kept in mind which sres
(2) The income elastieity of demand for imports from periphery
is low in norsh but iz high in the LDCs for imports f£rom centre,
(b} Technical progreéss in the centre tends to reduce the Qemand
for fmports from the periphory but technical progress in IDCs
tefids to ocour in export sector and (¢) the structure of
product and factor markets 1s much monopolistic in the{ cantre
than ia the IDCs due to the existence of organised labour unions,

o

“Th%:ﬁérices , Primary products have risen sharply in the
prosperous period but have subsacuently lost in the downswing
of trade cycle. In contrast it is asserted that although
manufacturing prices have risen less in the upswing they have
not fallen as far in depression as they have risen In prosperity.
It is, therefore, concluded that over successive cycles of the
gap batwean the prices of two groups of vomnodities hag widened
and the primacy producing areas have suffered an unfavourable
movenent in their terms of trade,{Msior 1968, p.58).

In Bangladesh "The redl prices of oxport sector products
oy be declining oo that the réal income of the factors can be
increasing without thexe achleving a rise in productivity and

with worsening ternd of trade,® (Balgﬂvsin; 1956, Dpe259=~269),.

But in practice there is aisqﬁisad and open mmploymént
in Bangladesh. S50 withdrawal of disguised unemploved labour from
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agriculture ssctor and mélcymmt of pu:ely unemployed manpower
in export eriented industiies has increased total production
and hence national income. As well investment has increased due
to rise of national incesz: and attraction of more profit in ~
the export oriented industries, »

The texms of trade improved in Bangladesh during 1978-76
to 19685486 dus ¢o tha folim&ng main reascnss (1) The country's
export of manufactured aaoda has been incoreasing faster than the
export of primary goods. Fer: mshaneu the share of garments in
aggregate axports af the aanrm:y rose f£rom 0,08 percent in
1979«80 ¥0 16,34 pmme in 1985+86, (2) The exports of food
items like f£ish, prawns and ahﬂmﬁ:ﬁ and tea increased at a rapid.
rata; The price of these items rose sharply in international

Improvement of conmodity terms of trade in Bangladesh
has increased wage level i.u the exmtt !.nduutriu and eroatad
more employment .fan&litieh ss.mi.ia:riy the pmfit nf investors
has been enhanced which aga:ln has q!.m impetus to savings and |

further investiment, On tha gther hand the impmanmt of income
| toarms of trade has raised ehe eapaeity nﬁ m&port,s to receive
wore imports which ﬁnauy aﬁceleratea ammpmt. ;

From ths above analyaic ue may asauma that. the:e is a
positive assoclation betzwcm the' :lmywvemnt of thcms of trade
of the countey and the gmweh of her national Memr. with
zne::m“ of mtioml inem the savings leval of the cuuntry
rises which ultimately raiaes the investment of the ammtxy.

So we again assume that theru may be a positive relat:im betwm
improvemant in the terms aﬁ trade anﬁ gmwth of investiment, '
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' With the above hypothesis in mind we try to £ind the
association betwésn tmmaﬁ trade and ‘per capiﬁa incems (at
current prices) and level of investment through regression
analysis. Table 3.20 presents the result of linear ragéeas&on
anaiya:h.; o ‘? ‘

TBbll s 3.20 ‘
Results of Regression Analyzia oft tsms of trads and per capita
income and annual investment in Bangladesh (1972+73 to 198586},

Nos Form of Regressicn Equation . B
: % O | ‘ Statistica_

1. Per capita income & ¥
commodity Texrms of |
',i'rade - X ‘
Y - 2381013 + 8‘1131'{ i ' . '
’ (3.215)% . 0.61534 ) 137023 0.6758
2, Investment (annual) = ¥ ’ t
. éommodity torms of
trade « X
Y= 35173..94 + 12.754:: . \ _
‘ (4.31&)* .. Ou641415 12,315 046957

3é Par eaps.t:a :neome w¥
Income terms of ‘I'radaf&-a:‘

¥ m »219,252 + 19,889% ( , o
( 3.429)% 9,;497428 11,703 ‘0;16552
4 Annual Invetmmt - ¥
Income Terms of Trade’ =X
¥ = 14859413 + 333.226X l _
(3.615)%  0,521423° 13,04 046259
Notes Vaiues in pamthuts indicate, t - valun. ) ‘
* Significant at 1% levsl h '
Sourcat Tsble 3.16 and 5417 Appendix 'rabla 4

i
4
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Regxessim equatiom 1 shows . the relation batwes
commodity terms of trade and per caplta mem. Herp per capita
income is considered as depandent variable ) and commodi ty
terms of trade as. mdepmaanh variama. The significant value of
=% ena t indicates that *‘-?‘_el-"-f 1s a positive association between
per capita income and W&ty*tem of trade ’:t..h bath change
in the aame direction.. chrasaian aquations 2, axpl&ins the |
* ‘association between gomrodity terms of trade and level of
' investment of the cmtmra Here annual inevestment is considéf&a
as. dw&m& vaxiablu and eomodity terms of trade as :l.ndepmdmt
var:l.ablc. Heta also the siqnificant va:mes -of Rz and ¢ indicatc
that there is some paaitive anoai.ation between the commodity
tarms of ttad& and the level af investmmt. in the countrys
Through agzatims 3 and 4 ws tr&ga to examine the a:séciauon
betwaen mme terms of t:radu and - per ¢ap£ta hu:cm and annual
mveatmmt in the cmmtr.y. Here the per c:aps.ta inceme and annual
znvesemant are conataama an dnpendnnt: variables and income
terrs Gf trade as independent varisble. #rhe significant r2
and & values in bot:h the aquaﬁm mz us. that then is a
positive u:ociaticn ba’ewem S.nceme tesms of trade and per capm
. _income and annual invwmt 1,..; they change in same direct:lm.

However, ﬁm the ebove ﬁndtnga it aan be arqued that
the improvemant in terms pf t:;ado in, Bangladogh may have some
pos&tive “dimpact on natlonél mm and mw;ment(,‘b -

3013 WEQE%&WW GF_M

‘ E‘awurabzc haz.ance of trade bﬁ a comtxy mhaneu
 economic development of a count:y throuqh :an:low of £oreiqn

i
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capital, On the other hanﬁﬁnﬁa;vourable ‘balance of trade
hinders economic development by depressing the earnings of
foreign exchangs, Further deficlt balence of trade increases the
dependengey of the countzy on foreign aid for developmental
importa and in absencs of sufficient amount of forelgn ald it
has to curtail develdpmental imports which ultimately reduces
investment, Eangladeséz has been facing unfavenurable balance of
trade since iis inception, This unfavourable balance of trade
ruts the country inteo 'fargign sxchange erisis whilch compels her
to reduce developmental lmports, Ré&uetim of developmental

J

importe effacta the growth of national income and investment,

So itnnay be assumed that thé unfavourable balance of
trade of the country has some negative impact on naticmal

income and investment,

To sea whether there is any negative association
between deficit balance of trade and national income end investe
ment we have used linesyr regreasion @quatiqn,,‘ﬁny the £irst
regression equation we have regressed pér capitae incmfxe m :
balance of trade (l.e. per capita income as dependent variable
and annual balance of trade as independent variable), The

significant values of Rg

and € suggest that the growth of pey
capita income 1ls explained by balaneeg’ of trade, It may be
concluded £rom this association of per caplta | income and deficit
balancs of trade that the national income of Bangladesh is
depressed by the growing ﬁaﬁ&ait in balance of trade éf the

aountrye

By regresslon equationt 2 we have regressed annual level
of investment of the country o annual deficit in balance of trade,
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Here the signifidant R?

suggest that thare 1s an mva‘:’se assac;s.at!.on' betwesn deficit
balanée of trade and lwe}. of dnvestment of the éountrys From ¢

value and negative regression coefficient

akove aasecs.ah:.on it semss ﬁhafz there may exist a negat!.ve «
relation batwaen the anmzaz. lovsl of investment and annual deficit
in the balance of trade, If:‘ the countyy can reap surplus balance
_of trade than the natienal income as well as Yevel of investe
ment may increasey’ '

Tﬁbl& Q 34 21

Results of regression amlmu of balance of trade and per capf.f:.a
incoma and aumal investment in Bangladesh during 1972+73 o
293&-%

i e - 2 ,
Regrassion equation R dJ D, g
I , Statistics -

i. Balance of Trade = X!
‘Per ecapite incomes ¥
¥ & 117,88 = 1,566 ’
(«5.563)% 0,798 30,8381  0,9289

2 Balance of Trade = X |
Annval Investmentis ¥ -
Y & «8275.768 - 28,5497% ~,
(~5.573)% 00,7213 31,054 0,9180

~ Seupde ¢ Appmdix Table 4 and Table 3.13
* ﬁignlftcant at 1% level

314 sumsmy AND ecmwsm

Total nxpazt xmaipta and impogt paymenta of Bangladash
increased dnring 19?2-»73 iae 1935-»86. Expnrt: x:eeeipta increasul ‘

o
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fron TK:276:5% crores in 3;972~?3’ to TKa2716 ‘crores in 198586
and import payuents incredsed from TK.378.81 creres in 197273
to X 065,10 crozes In 198586, | |
Exporté as percentage of imports was within the range of

28,92% to 73.08%, During m- pericd 1975-76 to 1965-86 this
increased siightlys aAmong ' 12 selectsd cmtriea Bangladesh' per
capita expaxt wa§ the 1@?1651:& 'x'ha continuoua eompamd grawth
rates of her exports and mpm were 18,29% and 20421% per
annum during the said period :espeet&valy; The rat.e growth of
importas was Jower than that of G$P°‘ts du:inq 1975—?6 €0 &985~36g
Duxing the whoze period mdex miew t.he rate of deceleration in
growth was 1% £or wmaand 2% for :lmpo:ta per annume If this
position holds goed in :Eutum her axports may be able w exceed
import payments. Beug!.aduh nhm in the agmgate exports of
‘ehe world decressed from o.asvsr. in 1973 to 04049% in 1984, -
Hawwer. Suring 1980 im 1984 her ahm in the world axports ‘had
& slightly inmasmg ﬁrtmd..

Her share in the aggregate exports oﬁ the devalaping

- markat economy S.mreasaﬁ !tom 0.149% in. 1973 to 0,198%:in 19844
- 8imilarly her shaie in hatal. exports af IDCs incressed from
12424% in 19?3 to 14.03% in 1984, This. maans that: Banqladeah was
doing batm nmng the &woloping and least developed eonntrias
but not in relaticn -] t:he dwelcpe& eeuntriaa‘ Her share in the
world economy ls very ’:“ﬁ‘iuqnifzcant. so she may easily
incraacs her a:hare in the aggragate exgorts of the world th:emgh
export prgm@;icn schemes .Bang}.adaah’ exports share in her GDP
vas varying between 2,49% and 6:26% during 1972-73 t0. 198586,
Har exports ghare in QISP was ‘incressing during 197576 to 10685486,
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On comparison it is cbeerved that Bangladesh export and
import :I.ﬁéircas-d at highe: rate during post-independence period
~ than in p:e-mdcpmamm paxiaé. But in both the petiods hor
:xmport- were mereaaing fastw thm her. mmims

Bang&adaah aam:pmd iith peszts.cn with regard bcs avarage
annual growth rate of her expam amsng the 12 selected
countries during 19‘?1) to. 3.985 « Among Lhem average apnual growth
was the highest in aapublie of Korea, which wes reapecttvoly
fonwed by Singapore, ngxmq. Inﬁcneaia. Malaysia. Thailand
and Japan,

—

Bangladesh facod an unﬁamahle balanm -off ‘i’.t‘aﬁe du::'iug
'197243 to 198586, Deﬁwﬂ: in hey halanca of trade rose firom
™, 102 crores in 1972«"73 1:;: T2,4388,5 aroras in 3,985-35,, )

The avuage t*ato et inarease of deficit in her balance
of trade wass 30.78%  pex am:wn. The average rste of increase of
defistt dn her bolance of trade wes lower (10.54%) during 1981e
82 to 1986+67, than that gza,ma during 1972473 to 198182,

The gross baster terms of trade of Bangladesh was
favourable in almost all éxze years duging 1972<73 to 198081
'cansiaerlng 19?5-’76 &8 base year, Simuazly her commnodity terms
of made 1mpmved in almest all years dnrinq 1972=73 to 198586
over bage year. Cnly in 19?4-»75. 198182 and 1982-83 her comodtt.y
tarms of trade deteriaxatgd oves Lase years ‘Hor commodity terns

of trade irproved by 2.6% per annum G average during 1975-76
. to 1985486, 3 ‘ |

Fucther her income terms of trade improved in almost all

years over hase year except in 197374 197475 and 1961-52.
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Her incoms terms of t:ade improved hy 4.31% per annnm on average
duping 1972«73 to 1935-86. . ‘

It has been ab:med from regression analysis that ‘thn
commodity and income tcm of trade af. Bangladesh change in same
direction with per r:apita meom and investment. It seems from
thess £indings that there axists soms ,paad.t!.va asscciation '
between terms of trade on' the one hand and naticnal income and
txmsatzmt ®f the eauntry on the other,

Similaxly anathaxr regression analysis indicates that the
deficit balance of trade of the country does have somé negative -
impact om national Mcma and investmant of the counteys

The export performances of Bangladesh is better. But
whan compared with ths world and export leading countries of
Asia her performance aeem; not to be g0 satisfactory. Bscause
she is lagging bashina tzhe axport leading munt:ha and she could
not increase her shars in the world gmpcrh.

Bangladash? ahare in world mpoxt ia wzy inaigntficant,
%0 she possesses scope to immsa her share in the same; The
growgh of her cxpctts l’ma baen retarding gradually over i:he
period of time. I£ she wapts to sustain the growth of her exports
more cutward-oriented t:a#c strategy may be helpfuls



