
Chapter 2
Export Performance and Instability

The issue o f  e xpo rt in s ta b il i ty  and e xpo rt p e rfo rm ance  

have neve r been in c lu d ed  in  the same s tudy  o r to p ic . W e  u su a lly  separate the  

stud ies in  e xpo rt in s ta b il i ty  in to  2 pa rts ; cause o f  in s ta b il i ty  and im pa c t o f  

in s ta b ility . The  ex istence , causes, and im pac t o f  e xpo rt ea rn ings ' in s ta b il i ty  

have been exam ined  b y  a num be r o f  econom ists . M o s t o f  a ll t r ie d  to  ana lyse  

the  in s ta b il i ty  o f  expo rts  in  deve loped  and deve lo p in g  coun trie s . T he  resu lts  

are q u ite  the  same, tha t is, the deve lo p in g  coun trie s  are m o re  vu ln e ra b le  than  

deve loped  coun trie s  w h e n  face the p ro b le m  o f  e xpo rt earn ings in s ta b ility .

In  the  to p ic  o f  e xpo rt pe rfo rm ance , there are so m any  

w o rk s  done on  th is  issue. G ene ra lly , e xpo rt pe rfo rm ance  has exam ined  the  

g ro w th , com pe titiveness  and com pa ra tive  advantage o f  e xp o rt o f  each  

c o m m o d ity  o r coun try .

In  th is  s tudy w e  w i l l  t r y  to  ana lyse e xpo rt pe rfo rm ance  b y  

us in g  C M S  m ode l w h ic h  te l l US abou t the  g ro w th  o f  e xpo rt. M o re o ve r, w e  w i l l  

re la te  the  e xpo rt in s ta b il i ty  to  the e xpo rt pe rfo rm ance . T he  hypo thes is  is w h en  

expo rt in s ta b il i ty  dec lines the pe rfo rm ance  o f  e xpo rt shou ld  be m o re  stab le in  

the  com pe titiveness . F o r exam p le , d u r in g  tw o  pe riods  o f  t im e , i f  in s ta b il i ty
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in d e x  dec lin e  w h ile  the  g ro w th  in  e xpo rt com pe titiveness  decrease, th is  im p lie d  

th a t these c o m m o d ity  unab le  to  com pe te  e ffe c t iv e ly  to  th a t o f  com pe tito rs .

Export Performance

S ince T h a ila n d  is a sm a ll open -e conom y co un try , the  

re la tio n sh ip  in  in te rn a tio n a l f in ance , in te rn a tio n a l trade , and in ve s tm en t w ith  

in te rn a tio n a l e conom y  is unavo idab le . In  o the r w o rd s , T h a ila n d  has to  

com pe te  w ith  the  o the r in  the  w o r ld  m a rke t.

T he re fo re , the c o m p e tit io n  in  in te rn a tio n a l trade can be  

d iv id e d  in to  2 cases ะ

1. P rice  C o m p e tit io n  tha t estab lishes on  the  p r in c ip le  o f  m a rke t 

m echan ism  b y  dem and and supp lies o f  each c o m m o d ity .

2. N o n -p r ic e  C o m p e tit io n  tha t re lie s  on  the  p r in c ip le  o f  com pa ra tive  

advantage such as lo c a tio n  advantage.

Because  o f  the  d iffe re n ce  in  c u rre n cy  u n it  am ong  

coun trie s , w e  can eva lua te  p r ic e  com pe titiveness  o f  se lected co m m o d it ie s  b y  

us in g  R e la tiv e  P u rchas ing  P ow e r P a r ity  as fo llo w .

Rj = e; [P* / P]
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Where
R = index of price competitiveness of country i
Pj = price of selected commodity in foreign market
p* = price of selected commodity in world market
e; = exchange rate of country i versus us$

Furthermore, there are two poplar measurements to 
reflect the country comparative advantage as following.

The Revealed Comparative Advantage (RCA)

The RCA, developed by Balassa 4, is an index used for 
reflecting a country’s comparative advantage. The RCA is predicted on the 
assumption that an international trade pattern for a particular product is 
capable of reflecting the comparative advantage. That is, a country has a 
comparative advantage on a particular product if export of the product 
performs over the whole country’s exports. A ratio of export value of a 
particular product performance.5

4 Bela Balassa. Trade Liberalisation and Revealed Comparative Advantage. 
(Connecticut: Economic Growth Centre, Yale University Press, 1965). cited in Archanun 
Kohpaiboon. “Policy Distortion and Competitiveness of Thai Textile Industries” (The Master’s 
Thesis, Faculty o f Economics, Thammasat University, 1995).

5 Archanun Kohpaiboon. “Policy Distortion and Competitiveness of Thai Textile 
Industries”  (The Master’s Thesis, Faculty o f Economics, Thammasat University, 1995).
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Thus, the  RCA is d e fin ed  as a c o u n try ’ ร share o f  a g roup  

o f  coun tr ie s ’ expo rts  o f  a g iv e n  p ro d u c t re la tiv e  to  its  share o f  the  same  

c o u n try -g ro u p  to ta l fo r  expo rts  o f  a w id e r  range o f  p ro du c ts .6 A  fo rm u la  o f  the  

RCA is presen ted in  the  equa tion  b e low .

RCAij =
X ij X  X ij

ร ิ»  * I I »

w he re , RCAij = the  RCA o f  the  c o u n try  t  on  the  p ro d u c t J h
X ij =  e xpo rt va lues o f  the  f  p ro d u c t o f  the  c o u n try  t  
ท = n um be r o f  coun trie s

m =  n um be r o f  p roduc ts

F ro m  equa tion  (1 ), i t  shows tha t the  n um be r is a co u n try  

I h’ ร share o f  e xpo rt va lu e  o f  the  f  p ro d u c t to  to ta l e xp o rt va lu e  whereas the  

denom ina to r is the  share o f  a ll the ท coun tries . I f  the  RCA in d e x  is  g rea te r than  

100 pe rcen t, the  t  c o u n try  can p e r fo rm  be tte r than  the average p ro p o r t io n  on  ท 

coun trie s  b y  h a v in g  a h ig h e r share o f  the f  p ro d u c t e xpo rt to  the  to ta l e xpo rt

John Peterson, “ Export Shares and Reveal Comparative Advantage: A Study o f 
International Travel” . Applied Economics 20 (March 1988): p352. cited in Archanun 
Kohpaiboon. “ Policy Distortion and Competitiveness o f Thai Textile Industries”  (The Master’s 
Thesis, Faculty o f Economics, Thammasat University, 1995).
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and, thus, the f 1 country has a comparative advantage on the f 1 product, and 
vice versa.

The RCA is regarded under some assumption. Firstly, to 
reflect a comparative advantage, the RCA assumes the uniformity in tastes 
and a uniform incidence of duties in every industry. Secondly, the duties are 
nondiscriminatedly implemented to all countries. However, in reality, these 
two assumptions are easily violated. Tariff barriers become a protection 
policy that the government in a country provides protection for some 
industries and the policy is different country by country. A low export value 
that indices a lower RCA may be a result of high tariffs on products from 
importing countries. The low RCA cannot imply that a country has a 
comparative disadvantage. Moreover, several trade blocs have been built, 
and some privileges has been provided especially on tariffs to member 
countries. A non-member country cannot equally compete with a member 
country to export to the other member countries because of a different tariff 
rather than a relative disadvantage.7

There are some researches that using RCA in theirs 
studies such as Natchamai Maharattanawong ; and Supinda Wasinrat.

7 Bela Balassa, op. Cit., footnote 1: p.101. cited in Archanun Kohpaiboon. “ Policy
Distortion and Competitiveness of Thai Textile Industries”  (The Master’s Thesis, Faculty of 
Economics, Thammasat University, 1995).
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N a tch a m a i M a h a ra tta n a w o n g  8 s tu d ie d  T he  In te rn a t io n a l 

T rade  C o m p e tit iv e n e s s  o f  T h a ila n d  In te g ra te d  C ir c u it  In d u s try  b y  u s in g  

H e r f in d a h l In d e x  (H )  to  ana lyse  m a rk e t s tru c tu re  f ro m  p ro d u c t d if fe re n t ia te  

and  in d u s tr ia l c o n ce n tra tio n . F u rth e rm o re , u s in g  the  rea l e xchange  ra te  f ro m  

u n d e r th e  th e o ry  o f  R e la t iv e  P u rch a s in g  P o w e r P a r ity  as the  m easu rem en t o f  

p r ic e  c om pe tit iv e n e s s  and  u s in g  th e  R evea led  C o m p a ra t iv e  A d v a n ta g e  

(R C A )  as th e  m easu rem en t o f  in d u s t r y ’ s c o m p a ra t iv e  advan tage .

S u p in d a  W a s in ra t9 tr ie d  to  a na lyse  th e  e x p o r t p o te n t ia l  

o f  T h a i g em s tone  and  je w e l le r y  in d u s try  d u r in g  1 9 88 -1 99 2 . R evea le d  

C o m p a ra t iv e  A d v a n ta g e  In d e x  has been used  to  s tu d y  e x p o r t p o te n t ia l o f  

gem s tone  and  je w e l le r y  in d u s try  and  a p p ly  C M S  m o d e l to  e va lu a te  e x p o r t  

p e r fo rm a n c e  f ro m  th e  v a lu e  o f  e x p o r t o f  th is  in d u s try .

8 Natchamai Maharattanawong. “The International Trade Competitiveness of Thailand 
Integrated Circuit Industry” (The Master’s Thesis, Faculty of Economics, Chulalongkom 
University, 1996).

9 Supinda Wasinrat. “An Analysis of Export Potential of Thailand’s Gemstone and
Jewellery Industry” (The Master’s Thesis, Faculty of Economics, Chulฟongkom University, 
1996).
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The  C ons tan t-M a rke t-S ha re  A p p ro a ch  (C M S )10

The  C M S  approach states tha t a c o u n try ’ s e xp o rt m a y  fa i l  

to  g ro w  as ra p id ly  as the w o r ld  average fo r  th ree reasons:

1. its  e xp o rt m a y  be concen tra ted  in  c om m od itie s  fo r  w h ic h  dem and is  

g ro w in g  re la t iv e ly  s lo w ;

2. its  expo rts  m ay  be concen tra ted  in  re la t iv e ly  stagnant reg ions ;

3. the  c o u n try  in  ques tion  m ay  have been unab le  o r u n w il l in g  to  com pe te  

e ffe c t iv e ly  w ith  o the r sources o f  supp ly .

The  heart o f  the  C M S  approach is the  a ssum p tion  tha t a 

c o u n try ’ s share o f  expo rts  in  the  w o r ld  m a rke t shou ld  rem a in  unchanged o ve r  

t im e  i f  its  com pe titiveness  rem a ins  constant. The  d iffe re n ce  be tw een  the  e xpo rt 

g ro w th  im p lie d  b y  th is  constan t-share n o rm  and the  ac tua l e xp o rt p e rfo rm ance  

is a ttr ib u te d  to  the change in  the c o u n try ’ s com pe titiveness . In  genera l, the  

a c tu a l g ro w th  in  expo rts  is d iv id e d  in to  com pe titiveness , c o m m o d ity  

com p o s it io n  and m a rk e t-d is tr ib u tio n  e ffec ts . The  bas ic a ssum p tion  o f  the  

approach is described  b y  the  fo l lo w in g  re la tio n sh ip :

q,/q2 = f(p /p 2) (1)

10 Edward E. Learner and Robert M. Stem. Quantitative International Economics
(Allyn and Bacon, Inc, 1970).
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w he re  q ; and p j are the  q u a n tity  so ld  and p r ic e  o f  the  c o m m o d ity  fro m  i th 

supp ly  source.

R e la tio n sh ip  (1 ) m ay  be m an ip u la te d  b y  m u lt ip ly in g  b y  (p , /p 2) to  o b ta in  

P lq 1 / P lq2 =  (p , /p 2) f  (P j/p ,)  (2 ).

In  a d d itio n , c o u n try  l ’ s share o f  expo rts  can be w r it te n  as fo llo w s :

(p a ) /  ( P A +  p2q2) =  1 /  [1 +  (p2q2 / Plq1)]
{ 1 +  (p 2q2/  p tq 1) }

F ro m  (2 ) , f t p 1/p 2) =  q 1/  q2, b y  sub s titu tin g  f t p 1/p 2) w e  ob ta in

(p a ) / tp ,q 1+  p 2q 2) =  น  +  [ Cp1 fC p 1/p 2)) /  p 2 r 1 ไ ' 1

g ( p / p 2) (3 )

w h ic h  ind ica tes  th a t c o u n try  l ’ s share o f  the m a rke t in  ques tion  w i l l  rem a in  

cons tan t excep t i f  (P j /p 2) va ries. T h is  suggests th a t the  d iffe re n ce  be tw een  the  

expo rt g ro w th  im p lie d  b y  the  constan t-share n o rm  and ac tua l p e rfo rm ance  has 

been labe led  the  “ com pe titiveness  e ffe c t” . Thus w hen  a c o u n try  fa ils  to  

m a in ta in  its  share in  w o r ld  m arke ts , the c o m p e tit iv e  e ffe c t w i l l  be nega tive , 

in d ic a t in g  tha t the  c o u n try ’ s e xpo rt p r ic e  has increased m o re  than  tha t o f  its  

com pe tito rs .
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The re  a re seve ra l s tud ie s  th a t u s in g  C M S  m o d e l su ch  as: 

Jee rasak P o n g p is s a n u p ic h it ; D o o  H y u n  H w a n g ; P ra s it S u n ta yo d o m ;  

N u th a r iy a  K o n te in ; S u p in d a  W as in ra t.

J e e ra s a k  P o n g p is s a n u p ic h it11 s tu d ie d  th e  E x p o r t  

P e rfo rm a n ce  o f  D e v e lo p in g  E C A F E  C o un tr ie s , in  th e  case T h a ila n d . H e  tr ie d  

to  u n d e rta ke  a c o m p re h e n s iv e  a na ly s is  and e c o n o m ic  e v a lu a t io n  in  o rd e r to  

assess the  pas t p e rfo rm a n ce  o f  T h a ila n d ’ s e xp o rt. T h e  m a in  p o in t  o f  th is  

s tu d y  con cen tra te d  o n  the  in v e s t ig a t io n  o f  T h a ila n d ’ s p e r fo rm a n c e  o f  som e  

se le c ted  c o m m o d it ie s  f ro m  th e  s tand  p o in t o f  th e  e x te rn a l d em and  ve rsu s  the  

in te rn a l s u p p ly  in f lu e n ce s . A p p l ie d  C M S  m o d e l w as  used in  th is  s tu d y  

because the  C M S  m o d e l i t s e l f  g e n e ra lly  assessed th e  e x p o r t p e r fo rm a n c e  in  

b ro ad  and  h y p o th e t ic a l aspects. T he  q u a n tita t iv e  s tu d y  w as  done  w ith o u t  

ta k in g  in to  a c co u n t th e  e ffe c ts  o f  p r ic e  and n o n -p r ic e  fa c to rs  o r  tra d e  and  n o n  

tra de  fa c to rs  o n  e x p o r t p e rfo rm an ce . In  th e  case o f  d em and  e ffe c t  

c om ponen ts  he  d id  n o t in v e s tig a te  in  d e ta il the  dem and  c o n d it io n s  as w e l l  as 

th e  in te rn a l c o n d it io n  a f fe c t in g  th em  in  th e  v a r io u s  im p o r t in g  c o u n tr ie s  fo r  

each c o m m o d ity . H o w e v e r , in  th is  s tu d y  Jeerasak had  tr ie d  to  s h o w  the  

p e rfo rm a n ce  o f  T h a ila n d ’ s e xp o rts  in  v a r io u s  m a rke t le v e ls , i.e . a l l c o u n tr ie s ,  

re g io n s , and in d iv id u a l c o u n tr ie s  ra th e r th an  o n ly  fo r  a ll c o u n tr ie s . T h is  

w o u ld  a t leas t te l l us a b ou t the  p e rfo rm a n ce  in  v a r io u s  m a rk e t g ro u p s , th o u g h

Jeerasak Pongpissanupichit. “Export Performance of Developing ECAFE Countries;
The Case of Thailand” (The Master’s Thesis, Faculty of Economics, Thammasat University, 
1974).
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the  d e ta il o f  each o f  th em  w as scarce. T he  share  e f fe c t c a lcu la te d  in  th is  

s tu d y  d id  n o t a c tu a lly  e x p la in  th e  rea l c om pe tit iv e n e s s  o f  the  c o u n try . I t  w as  

th e  m ix tu re  o f  c o m m e rc ia l trade , n o n -c o m m e rc ia l tra de , the  d o m e s tic  

c o n d it io n s , as w e ll  as th e  g o v e rn m e n t p o lic ie s . T he  C M S  a na ly s is  fa ile d  to  

sepa ra te ly  id e n t i f y  th e  share  e ffe c ts  w h ic h  w e re  d e te rm in e d  b y  th e  d o m e s tic  

pa ram e te rs  and these w h ic h  are d e te rm in ed  b y  th e  deg ree  o f  c om p e tit iv e n e s s  

o f  o th e r e x p o r t in g  c o u n tr ie s  as w e ll  as in s t itu t io n a l fa c to rs . T h e  d o m e s tic  

p ro d u c t io n  o f  a g r ic u ltu ra l c o m m o d it ie s  a fa c to r  depends  on  th e  lu c k  o f  th e  

c o u n try  and  th e re fo re  th e  C M S  ana ly s is  is  s u b je c t to  som e  s h o rt c o m in g s .

D o o  H y u n  H w a n g 12 s tu d ie d  th e  e x p o r t p e r fo rm a n ce  o f  

K o re a n  T e x t i le  In d u s try  b y  u s in g  C o n s ta n t-M a rke t-S h a re  M o d e l (C M S  

m o d e l)  to  e x a m in e  a c o u n t r y ’ s e x p o r t g ro w th . H e  m e n tio n e d  th a t th is  m o d e l 

b a s ic a lly  a sc rib e d  fa v o u ra b le  o r  u n fa v o u ra b le  e x p o r t g ro w th  e ith e r  to  a 

c o u n t r y ’ s e x p o r t s tru c tu re  o r  to  its  “ c om p e tit iv e n e s s ” .

P ra s it S u n ta y o d o m 13 tr ie d  to  ana lyse  th e  e x p o r t  

p e rfo rm a n ce  o f  T h a ila n d ’ s th ree  m a jo r  e x p o r t c o m m o d it ie s  n a m e ly : r ic e , 

n a tu ra l ru b b e r and m a ize  d u r in g  1966 -1978 . T he  s tu d y  w as base on  the  

C o n s ta n t-M a rke t-S h a re  A p p ro a c h (C M S ). Som e re v is io n s  and e x te n s io n  o f

12 Doo Hyun Hwang. “Export performance of Korea Textile Industry'” (The Master’s 
Thesis, Faculty of Economics, Thammasat University, 1978).

13 Prasit Suntayodom. “Export performance : A Case รณdv of Thailand’s Rice. Rubber 
and Maize Exports During 1966-1978” (Ph.D. Dissertation, Clark University, 1981).

X  'ไ c\ 1 A  A Q C V T )
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C M S  a p p ro a ch  w e re  m ade in  o rd e r to  s u it th e  n a tu re  o f  th is  s tu d y . T he  

p ro je c t io n s  o f  th e  w o r ld  dem and  fo r  and s u p p ly  o f  these c o m m o d it ie s  b y  the  

W o r ld  B a n k  and the  F ood  and  A g r ic u ltu re  o rg a n is a tio n  o f  th e  U n ite d  N a tio n s  

(F A O )  w a s  d iscussed . T he  m a jo r  a na ly s is  in  th e  p rocess w as  on  the  ana ly s is  

o f  passed e x p o r t p e rfo rm a n ce  and the  consequen t p o l ic y  im p lic a t io n s .

N u th a r iy a  K o n te in 14 s tu d ie d  E x p o r t P e r fo rm a n ce  o f  

T h a ila n d ’ s M a n u fa c tu re d  G ood s  to  the  E u ro pean  U n io n  b y  a p p ly in g  L ea rn e r  

a n d  S te r n ’ s C M S  m o d e l to  in v e s t ig a te  e x p o r t  p e r fo rm a n c e  and  

co m p e tit iv e n e s s . H e  a lso  e m p lo y e d  the  R e vea le d  C o m p a ra t iv e  A d v a n ta g e  to  

de sc r ib e  th e  p o te n tia l and  c om pe tit iv e n e s s  o f  T h a i m anu fa c tu re s  g oods  

ve rsu s  c o m p e tito rs  o f  th e  sam e p ro d u c t in  th e  E U  m a rke t. T h e  re su lts  o f  th is  

s tu d y  s h ow ed  th a t o v e ra ll e x p o r t p e rfo rm a n ce  o f  T h a i p ro d u c ts  to  E U  w as  

n o t q u ite  in te re s t in g  because o f  in te rn a l change  in  E U  its e lf .

A s  m e n tio n e d  above  th a t T he  C M S  m o d e l w as a fam ous  

m easu re  used to  e x a m in e  the  e x p o r t p e rfo rm a n ce  and  g ro w th . F ro m  the  

re la te d  m easu rem en t o f  th e  c om pe tit iv e n e s s  o f  c o u n try  d iscussed  above . T he  

C M S  m o d e l c o u ld  e x p la in  the  a b i l i t y  to  com pe te  w ith  th e  c o m p e tito rs  and , 

c o u ld  e x p la in  causes o f  a b i l i t y  and d is a b il i ty  o f  c o m m o d ity  w o u ld  m o re  

c le a re r th an  th e  RCA  and R e la tiv e  p p p . T h e re fo re , in  th is  s tu d y  w e  w i l l  use

Nuthariya Kontein. “A Study of Export Performance of Thailand's Manufactured 
Goods to the European Union” (The Master’s Thesis, F acuity of Economics, Chulalongkom 
University, 1996).
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the  RCA  and R e la tiv e  p p p . T he re fo re , in  th is  s tudy  w e  w i l l  use C M S  m ode l 

fo r  the  e xam in a tio n  o f  T h a i r ic e  and rubbe r expo rts  to  the  w o r ld  m a rke t.

B e fo re  g o in g  deepe r in to  the  C M S  approach , the  

fo l lo w in g  d e fin it io n s  w e re  needed.

V  = to ta l v a lue  o f  A ’ s expo rts  in  p e r io d  1

V*  = to ta l va lue  o f  A ’ s expo rts  in  p e r io d  2

V. = v a lu e  o f  A ’ s expo rts  o f  c o m m o d ity  i in  p e r io d  1

Ç  *  =  va lu e  o f  A ’ s expo rts  o f  c o m m o d ity  i in  p e r io d  2

K. =  va lu e  o f  A ’ s expo rts  o f  c o m m o d ity  i to  c o u n try  j  in

p e r io d  1

V *  =  va lu e  o f  A ’ s expo rts  o f  c o m m o d ity  i to  c o u n try  j  in

p e rio d2

V. = va lu e  o f  A ’ s expo rts  to  c o u n try  j  in  p e r io d  1

r  =  percen tage increase in  w o r ld  expo rts  f ro m  p e r io d  1 to

pe rio d2

r  =  pe rcen tage increase in  w o r ld  expo rts  o f  c o m m o d ity  i f ro m

pe r io d  1 to  p e r io d  2

r.j = percentage increase in  w o r ld  expo rts  o f  c o m m o d ity  i  to

c o u n try  j  f ro m  p e rio d  1 to  p e r io d  2

It fo llow s from the above definitions that for period 1 :
Z v  11 =  V. and 2 V - .  =  Vj . (4)

j  i
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The va lu e  o f  c o u n try  A ’ ร expo rts  in  p e r io d  1 w as g iven  b y

Z2>y = I>  = Ev =

S ince expo rts  w e re  q u ite  a d ive rse  set o f  c om m od itie s , w e  

w o u ld  w r ite  an exp ress ion  fo r  the  increase in  the  e xpo rt o f  the  i ‘h c o m m o d ity  as

K*-r, = r , r  1 - (V,*-Vr  r,V J  (6)

W h ic h  m ay  be aggregated in to

V* - V = Z r .  V. + Z ( V *  - V. -r. V 1)
=  r  v+  Z ( r - r )  V. + Z (V* - V. - r. V 1) (7).

1 2  3

E qua tio n  (7 ) d iv id e d  the  change in  the va lue  o f  A ’ s expo rts  in to  th ree  parts  

w h ic h  represent:

1 )  the genera l r ise  in  w o r ld  expo rts ;

2 ) the  c o m m o d ity  com p o s it io n  o f  A ’ s expo rts  in  p e r io d  1;

3 ) an une xp la in ed  re s idua l in d ic a t in g  the  d iffe re n ce  be tw een  A ’ s ac tua l e xp o rt 

increase and h y p o th e tic a l increase i f  A  had m a in ta in e d  its  share o f  the  

expo rts  o f  each c o m m o d ity  g roup .
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T he  c o m m o d ity  c om po s it io n  e ffe c t in  equa tion  (7 )  

in d ica te d  w h e th e r A ’ s expo rts  concen tra ted  in  c o m m o d ity  classes w ith  g ro w th  

rates h ig h e r than  the  w o r ld  average. Thus, i f  the  w o r ld  e xp o rt o f  c o m m o d ity  i 

increased b y  m o re  than  the  w o r ld  average fo r  a ll c om m od itie s , A ’ s c o m m o d ity  

c o m po s it io n  e ffe c t, (r. - r) vp w o u ld  be po s it iv e . C o nve rse ly , i f  the  oppos ite  

was true , the  (r. - r) V.  w i l l  be nega tive .

F in a lly , expo rts  w e re  d iffe re n tia te d  b y  des tina tio ns  as w e ll  

as b y  c o m m o d ity  type . A llo w a n c e  m us t be m ade fo r  the  fa c t th a t some  

coun trie s  had easier access to  ra p id  g ro w in g  reg ions , w h ile  o thers w e re  

su rrounded  b y  re la t iv e ly  s lo w -g ro w in g  ne ighbo rs . The  app rop ria te  exp ress ion  

th a t to o k  th is  in to  accoun t is

F *  - V  = ZZr 1. F . +  zz ( v  1* - r 1. V 11)

i j  i j
-  r V  + Z ( r . - V ) V .  +  Z Z ( r . j  - r . )  F . 

i i j
1 2  3

+ Z Z ( V * - ¥11- r j 11)(ร). 
i j

4
Equation (8) represents a “three-level” analysis in w hich the increase in A ’s
exports is broken down into parts representing:
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1 ) the  genera l r ise  in  w o r ld  expo rts ;

2 ) the c o m m o d ity  com po s itio n  o f  A ’ s expo rts ;

3 ) the  m a rke t d is tr ib u t io n  o f  A ’ s expo rts ; and

4 ) a re s idua l re f le c t in g  the  d iffe re n ce  be tw een  the  ac tua l e xp o rt g ro w th  and the  

g ro w th  tha t w o u ld  have  occu rred  i f  A  had m a in ta in ed  its  share o f  the  expo rts  o f  

each c o m m o d ity  to  each c o m m o d ity  to  each coun try .

The m a rke t d is tr ib u t io n  te rm  in  equa tion  (8 ) m aybe  

in te rp re ted  in  the  same m anne r as the c o m m o d ity -c o m p o s it io n  e ffe c t.

I t  w as de fin ed  as

E E  (,11- r 1) V 11 (9)
i  j

and w o u ld  be p o s it iv e  i f  A  had concen tra ted  its  expo rts  in  m arke ts  th a t w e re  

expe rie n c in g  re la t iv e ly  ra p id  g row th . The  te n n  w o u ld  be nega tive  i f  A  had  

concen tra ted  in  m o re  stagnant reg ions .

T he  in te rp re ta tio n  o f  the  com pe titiveness  re s idua l w as  

som ew ha t m o re  com p lica ted . I f  e xpo rt dem and was desc ribed  b y  re la tio n sh ip  

(1 ), the  re s idua l com ponen t necessa rily  associa ted w ith  change in  the  p r ic e  

ra t io  P j/p 2. H o w eve r, th is  le f t  ou t m any  o the r fac to rs  w h ic h  co u ld  a ffe c t the  

sa le a b ility  o f  a c o u n try ’ s expo rts  in  fo re ig n  m arke ts , such as

a) d if fe re n t ia l rates o f  q u a lity  im p ro ve m en t and the  deve lopm en t o f  n ew

expo rts ;



41

b ) d if fe re n t ia l ra tes o f  im p ro v e m e n t o f  e f f ic ie n c y  o f  m a rk e t in g  o r  in  te rm  o f  

f in a n c in g  th e  sa le o f  e x p o r t g o od s ; and

c ) d if fe re n t ia l change  in  a b il it ie s  fo r  p ro m p t fu l f i l lm e n t  o f  e x p o r t o rde rs . 

T hus , th e  m a in  w eakness  o f  the  C M S  app roach  lie s  in  its  e x p la n a tio n  o f  the  

re s id u a l com ponen t. I t  e x p la in e d  the  re s id u a l c o m p o n e n t e n t ire ly  in  te rm  o f  

re la t iv e  p r ic e s .*

I t  s h o u ld  be c le a r th a t th e  ju s t  m en tio n e d  fa c to rs  a ffe c te d  

o n ly  th e  e x p o r t dem and  fo r  th e  p ro d u c t. T he  a c tu a l v a lu e  o f  th e  re s id u a l 

w o u ld ,  o f  cou rse , be the  re s u lt o f  th e  in te ra c t io n  be tw een  dem and  and  s u p p ly .  

T he  C M S  app roa ch  c o m p le te ly  o v e r lo o k e d  the  s u p p ly  s ide . A s  w ith  th e  

t im e -se r ie s  a n a ly s is  o f  dem and , i t  im p ro v e d  to  be d i f f ic u l t  to  id e n t i f y  th e  

separa te  in f lu e n c e  o f  dem and  and  s u p p ly . I t  is  none the le ss  in s tru c t iv e  to  l is t  

som e  s u p p ly  fa c to rs  th a t m ig h t a f fe c t one  c o u n tr y ’ s e x p o r t -s u p p ly  p r ic e  v is -  

a -v is  its  c o m p e tito rs  in  w o r ld  tra d e .* 15 Som e o f  these s u p p ly  fa c to rs  are :

a ) d if fe re n t ia l ra tes o f  p ro d u c t iv ity  g ro w th  in  d if fe re n t c o u n tr ie s  and

b ) d if fe re n t ia l rates o f  in c rease  o f  n a t io n a l p r ic e  le ve ls .

O th e r n o n -s u p p ly  fa c to rs  w h ic h  m a y  a ffe c t e x p o r t-s u p p ly  p r ic e  and  th e re fo re  

sh o u ld  be in c lu d e d  in  the  a na ly s is  a re : change  in  e xchange  ra tes and  change  

in  e x p o r t ta x a t io n  o r  s u b s id iz a t io n . * *

Crucial supply factors are taken into account in the Revised CMS approach.
15 Prasit รนทtayodom. “Export performance : A Case Study of Thailand’s Rice. Rubber

and Maize Exports During 1966-1978” (Ph.D. Dissertation, Clark University, 1981).
* * Data on subsidisation schemes are vary rare and are not available for this study.
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T he  C M S  app ro a ch  desc rib ed  a bo ve  is  th e  a pp ro a ch  used  

b y  S te m 16 in  h is  s tu d y  o f  fo re ig n  tra de  in  I ta ly .  H e  d id  n o t, h o w e ve r , 

in c o rp o ra te  o th e r dem and  and  s u p p ly  fa c to rs  in to  h is  s tu d y . A lth o u g h  the  

C M S  app roa ch  c o n ta in e d  m a n y  de fe c ts , i t  neve rthe less  posed  an in te re s t in g  

and  im p o r ta n t q u e s tio n  c o n c e rn in g  the  e x te n t to  w h ic h  a c o u n t r y ’ s e xp o rts  

w e re  co n cen tra te d  in  c o m m o d it ie s  and  m a rke ts  th a t have  re la t iv e ly  h ig h  o r  

lo w  g ro w th . P re sum ab ly  a c o u n try  w o u ld  p re fe r e x p o r t to  be  co n cen tra te d  in  

c o m m o d it ie s  and m a rke ts  th a t w e re  ra p id ly  e x p a n d in g . F o r  p o l ic y  m ake rs , 

th e  a p p ro a ch  w o u ld  s h o w  th e  p re fe ra b le  d is t r ib u t io n  o f  e xp o rts . T he  

d e v e lo p in g  c o u n tr ie s  in  p a r t ic u la r  m ig h t f in d  th a t the  s lo w  e xp a n s io n  o f  th e ir  

e x p o r t m a rk e t w as  due  to  th e  n e g a tiv e  c o m m o d ity  a n d /o r re g io n a l e ffe c ts . 

W ith  re ga rd  to  the  c om p e tit iv e n e s s  re s id u a l, w h e re  th e  m a in  w eakness  o f  th e  

C M S  app ro a ch  lie d , re g re ss io n  a n a ly s is  c o u ld  be used to  a n a ly ze  th e  im p a c t  

o f  s u p p ly  a n d  d e m a n d  fa c to r s  o th e r  th a n  re la t iv e  p r ic e s  o n  th e  

c o m p e tit iv e n e s s  re s id ua l.

B ecause  th e re  w e re  m a n y  d ra w b a cks  in  th e  C M S  m o d e l,  

th e  re v is io n  s h o u ld  be m ade  b e fo re  w e  fu r th e r  a p p lie d  to  th is  s tud ie s . T h is  

s tu d y  w o u ld  f o l lo w  the  R e v ise d  C M S  M o d e l w h ic h  P ra s it S u n ta y o d o m 17used

16 Stem, R.M. , Foreign Trade and Economic Growth in Italy. 1967. cited in Prasit 
รนทtayodom. “Export performance : A Case Study of Thailand’s Rice. Rubber and Maize 
Exports During 1966-1978” (Ph.D. Dissertation, Clark University, 1981).

17 Prasit รนทtayodom. “Export performance : A Case Study of Thailand’s Rice. Rubber 
and Maize Exports During 1966-1978” (Ph.D. Dissertation, Clark University, 1981).
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used in  h is  d is se rta tio n . H o w e v e r , the re  w e re  som e  p o in ts  o f  th e  m o d e l th a t  

d if fe re n t. T he  re v ise d  C M S  m o d e l used in  th is  s tu d y  w as  fo l lo w in g .

A s  m e n tio n e d  above  th is  s tu d y  fo cu sed  o n  the  r ic e  and  

ru b b e r e x p o r t p e rfo rm a n ce  and  the  in f lu e n c e  o f  e x p o r t f lu c tu a t io n  o n  to ta l 

e xp o rt. W e  c o u ld  ske tch  the  gene ra l app roach  o r  m e th o d o lo g y  o f  th is  s tu d y  

in to  tw o  pa rts  as fo l lo w in g .

In  th is  s tu d y  w e  adop ted  the  re v ise d  C M S  app roa ch  

w h ic h  based o n  the  tra d it io n a l C M S  app roach . T he  re v is io n  and  e x te n s io n  

w e re  m ade  in  o rd e r to  re m o ve  som e o f  th e  de fe c ts  in h e re n t in  th e  o r ig in a l 

C M S  app roa ch . T hu s  w e  began  the  R ev ised  A p p ro a c h  w i th  a  d if fe re n t se t o f  

d e f in it io n s  f r o m  th a t o f  th e  o r ig in a l C M S  app ro a ch .18 These d e f in it io n s  w e re  

as fo l lo w s :

Q .  =  q u a n t ity  o f  T h a ila n d ’ ร e xp o rts  o f  c o m m o d ity  i  in  p e r io d  1

Q *  =  q u a n t ity  o f  T h a ila n d ’ s e xp o rts  o f  c o m m o d ity  i  in  p e r io d 2

=  q u a n t ity  o f  T h a ila n d ’ s e xp o rts  to  re g io n  j  in  p e r io d  1 

r. =  pe rcen tage  inc rease  in  T h a ila n d ’ s (a n d  its  c o m p e tito rs ’ )

e x p o rts  o f  c o m m o d ity  i  f ro m  p e r io d  1 to  p e r io d 2  

r .  =  pe rcen tage  inc rease  in  T h a ila n d ’ s (a n d  its  c o m p e tito rs ’ )

e xp o rts  o f  c o m m o d ity  i to  re g io n  j  f ro m  p e r io d  1 to  p e r io d 2  

i = r ic e , ru bbe r.

Ibid, pp 28-35.18
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W e  had used q u a n tity  s ta tis tics  in  o u r s tudy  ins tead o f  

us in g  va lu e  s ta tis tics . T y p ic a l C M S  stud ies had used e xpo rt va lu e  shares ra the r  

than  e xpo rt q u a n tity  shares because o f  the  absence o f  re lia b le  q u a n tity  data. A s  

a re su lt, the  s tandard in te rp re ta tio n  o f  va rious  C M S  e ffe c ts  in  id e n t ity  (8 ) cou ld  

be m is le ad in g . F o r e xam p le , o the r th in g s  be in g  equa l, fa l l in g  re la tiv e  p rices  

shou ld  in d ica te  r is in g  com pe titiveness , and e xpo rt v o lu m e  shou ld  increase. 

H o w eve r, i f  the  dem and fo r  expo rts  was in e la s tic , the  c o u n try ’ s e xp o rt v a lue  

w o u ld  decrease ra the r than  increase and the tra d it io n a l C M S  app roach  w o u ld  

show  a nega tive  c o m p e tit iv e  res idua l ra the r than  a p o s it iv e  one fo r  the  

co u n try  *  S im ila r ly ,  in  the  case o f  p o s it iv e  c o m m o d ity  (m a rke t) e ffe c t, the  

ty p ic a l C M S  s tudy conc luded  tha t the c o u n try ’ s expo rts  w e re  re la t iv e ly  m o re  

skew ed to w a rd  goods (m a rke ts ) w h ic h  w e re  g ro w in g  ra p id ly  in  w o r ld  e xpo rt. 

Y e t th is  case c o u ld  a lso be s ince the  c o u n try ’ s expo rts  w e re  m o re  skewed  

to w a rd  goods (m a rke ts ) w hose  p rices  w e re  r is in g  re la t iv e ly  ra p id ly . In  short, 

us ing  q u a n tity  data ins tead o f  va lue  data w o u ld  g iv e  a m o re  re lia b le  

in te rp re ta tio n  o f  a ll the  C M S  e ffec ts .

L o o k in g  back  at the o r ig in a l C M S  approach w e  saw  tha t 

q2 in  equa tion  (1 ) w as the w o r ld  to ta l exports . In  a d d itio n , the o r ig in a l C M S  

approach had used w o r ld  g ro w th  rates o f  expo rts  as s tandard to  ju d g e  e xpo rt 

pe rfo rm ance  o f  a p a r t ic u la r coun try . T h is  m ean t th a t eve ry  co u n try  w ith  the  

same expo rt c om m od itie s  was com pe tin g  w ith  one ano ther. In  re a lity ,

*  In this study , change in competitiveness is defined as change in quantity shares rather
than value shares.
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how eve r, n o t a ll e xpo rte rs  o f  a ll the same com m od itie s  w e re  com pe tin g  w ith  

one ano ther. T h is  was because the geog raph ica l d is tance and /o r the  e conom ic  

p o li t ic a l reasons. Thus , the  app rop ria te  s tandard was n o t the  w o r ld  s tandard, 

b u t the s tandard o f  the  c o un try  unde r the s tudy and its  com pe tito rs . 

The re fo re , w e  have changed the  d e fin it io n s  o f  r. and r  a c co rd in g ly .

U n lik e  the o r ig in a l C M S  approach , w h ic h  ana lyzed  

expo rts  b y  d if fe re n t c o m m o d ity  g roups, the R ev ised  C M S  A p p ro a ch  w o u ld  be  

used to  ana lyze  r ic e ; ru bbe r; and fresh , c h ille d  o r fro zen  sh rim ps , p raw ns  and  

lobs te rs  separa te ly . Thus the c o m m o d ity  e ffe c t w o u ld  d isappear f ro m  the  

ana lys is . Fo r the t  c o m m o d ity  w e  m ig h t w r ite  an exp ress ion  ana logous to  

equa tion  (8 )

Q * -  a  =  rQ,  +  2 > s -  r )  Q,1 +  I ( Q * i1 - Qf  - r t  Q,1) (10)

j  j
(a) (b) (c)

w he re  (a ) represen ted the genera l r ise  in  exports  o f  c o m m o d ity  i f ro m  

T ha ila n d  and its  com pe tito rs , (b ) represen ted the m a rke t d is tr ib u t io n  o f  

T h a ila n d ’ s expo rts  o f  c o m m o d ity  i and (c ) represented a re s idua l re f le c t in g  the  

d iffe re n ce  be tw een  the  actua l e xpo rt g ro w th  ra te  o f  c o m m o d ity  i and the  

g ro w th  ra te  tha t w o u ld  have occu rred  i f  T ha ila n d  had m a in ta in ed  its  share o f  

the  expo rts  o f  c o m m o d ity  i to  each reg ion .

Due to the tremendous amount o f calculation, only major competitors o f Thailand are
take into account in the analysis.
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W e  had p re v io u s ly  d iscussed the  m a in  de fec t o f  the  

t ra d it io n a l C M S  approach and its  trea tm en t o f  the  com pe titiveness  re s idua l. In  

th is  s tudy , w e  shou ld  n o t t r y  to  e lim in a te  th is  de fec t e n tire ly , b u t ra the r t r y  to  

co rre c t i t  in  a w a y  w h ic h  enable US to  address some o f  the  m am  issues 

conce rn ing  the  com pe titiveness  o f  com m od itie s . These m a in  issues we re :

a) the  ex ten t to  w h ic h  the  com pe titiveness  re s idua l depends on the  change in  

re la tiv e  p r ic e  ra tio ,

b ) the  ex ten t to  w h ic h  the com pe titiveness  re s idua l depends on  p r ic e  s ta b ility  

and

c) w h e th e r the  com pe titiveness  res idua l depends on the  a v a ila b il i ty  o f  supp ly .

T he  re la tio n sh ip  be tw een  the  com pe titiveness  re s id ua l and  

va rio u s  fa c to rs  in  a), b ) and c) co u ld  be ana lyzed  b y  u t i l iz in g  m u lt ip le  

reg ress ion  ana lys is . T he  com pe titiveness  re s idua l o f  each c o m m o d ity  was  

spe c if ie d  in  lin e a r fo rm  as fo llo w s :

C iC =  a0i + aI i [ ( P - / P icV - ( P i / P J ]  + a 21 PSTik +  a , ร,. (11)

W he re

C R j -  com pe titiveness  re s idua l = (Q*)j - Qjj - r jj Qy) f ro m  equa tion  (1 0 )

p  =  T h a ila n d ’ ร e xpo rt p r ic e  o f  c o m m o d ity  i in  p e r io d  1

p *  = T h a ila n d ’ s e xpo rt p r ic e  o f  c o m m o d ity  i in  pe rio d2

p  ,.1*  =  w e ig h te d  average o f  com pe tito rs ’ e xpo rt p r ic e  o f  c o m m o d ity  i in

pe rio d2
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PSTa -  in d e x  o f  e xpo rt p r ic e  s ta b i l i t y *

ร. -  in d e x  o f  supp ly  a v a i la b i l i t y * *  

k = 1,2,3

The  expected  s ign  o f  the  reg ress ion  c o e ff ic ie n t areas

fo llo w s :

The iudex o f export price stability was defined as the deviation o f current export prices 
from the average o f export prices of previous years. In other words, it was a deviation from an 
export price trend. Mathematically, it was expressed as I (Tv - PWj) / (Pic - PWic)l, where PW1 and 
PW1C were the average of Thailand’s and competitors’ export prices o f previous years. There 
were three indices o f export price stability, PSTj , PST, , and PSTa. PST 1 was the deviation o f  
current export price ratio from last year’s export price ratio. PST2 and PSTa were the deviation 
o f current export price ratio from the average of export price ratio o f the previous two and three 
year respectively. It was assumed that the less the deviation from the price trends (a more stable 
export price), the more competitive was the exporters vis-a-vis other competitors. But, in this 
study, because o f the short period o f data that we used we would use [(£1 - F) / (P10 - PI0)] 
instead, where Pj meant average o f P; and Pic was average o f Pi0.

* *  Usually, the availability o f supply was defined as total production plus carry-over 
stocks minus domestic consumption. Actual domestic consumption figures, however, were not 
available. When an estimation of demand was needed, it was normally based on the rate o f  
growth o f population, with an assumption of constant per capita consumption. In this study, 
however, we used the change in the ratio o f exports to production as an indication o f supply 
availability (ability to supply). Mathematically, it is written as 
[ (£1*/T1*) - (£1/T1) ] / [ (£10*/T10*) - (£10/T10) ] .  where
£1* and Eic* are Thailand's and its competitors’ export of commodity i in period 2,
T * and Tj0* are Thailand’s and its competitors’ production o f commodity i in period 2,and 
E;, T, Ei0, T1C are defined likewise for period 1.
It was assumed that the higher the availability of supply, the more effectively the exporter could 
compete with other competitors.
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a ท &  a 2i = ne g a tiv e

a 3i p o s it iv e

E q u a tio n  (1 1 )  d e te rm in e s  the  re la t iv e  im p o rta n c e  o f  p r ic e  

and  n o n -p r ic e  to  th e  c om pe tit iv e n e s s  re s id ua l.

Export Instability

T he re  are seve ra l e m p ir ic a l s tud ie s  a b o u t e x p o r t ea rn ing s  

in s ta b i l i t y  such  as ะ O d in  K nu d se n  and A n d re w  Pa m es ; M assed ; M acbean  

and N g u y e n ; P ra ip h o l K o o m s u p ; D a v id  M u r ra y ;  P rem achanan  A th u k o ra la  

and  F ra n k  C o n g  H ie p  H u y u h ; and  A n o ta i I t t is u p o m ra t

B e n to n  F . M a s s e d 19 t r ie d  to  d e te rm in e  w h e th e r  

d iv e rs if ic a t io n  w as  l ik e ly  to  p ro v id e  a g re a t ly  in c reased  m easu re  o f  in s ta b il i ty  

in  e x p o r t e a rn in g s  b y  e x a m in in g  e m p ir ic a l ly ,  in  a sam p le  o f  36  c o u n tr ie s  

( in c lu d in g  T h a ila n d ) . A  lin e a r reg ress ion  m o d e l w as  used w h ic h  exp ress  

e x p o r t  in s ta b i l i t y ,  th e  dependen t v a r ia b le , as a fu n c t io n  o f  se ve ra l 

in d e p e n d e n t va r ia b le s . T he  tw o  m easures o f  in s ta b il i ty  in d e x , b o th  tre n d -  

co rre c te d , are used. O ne  w as the  s tanda rd  e r ro r  o f  e s tim a te  (squa re  ro o t o f

Benton F. Massell. “Export Concentration and Fluctuations in Export Earnings : A
Cross-section Analysis” The American Economic Review. 1964; pp. 47-63.
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th e  u n e x p la in e d  v a r ia n c e ), d iv id e d  b y  the  m ean o f  th e  o b se rva tio n s . T h is  

m easu re  w a s  the  n o rm a lis e d  s tanda rd  e rro r. A n o th e r  m easu re  o f  th e  

in s ta b il i ty  in d e x  w as the  ave rage  a nnua l pe rcen tage  ra te  o f  change  in  th e  

v a lu e  o f  e xp o rts . N e x t, th e  m easu re  o f  e x p o r t c o n c e n tra t io n  is  th e  G in i-  

c o e f f ic ie n t .  T he re  w e re  seve ra l p o in ts  to  f o l lo w  f ro m  the  p re c e d in g  ana ly s is . 

F irs t, i t  w as  c le a r th a t th e  re la t io n s h ip  be tw een  in s ta b il i ty  o f  e x p o r t e a rn in g s  

and  c o n c e n tra t io n  o f  e xp o rts  w a s  a te nuous  one  in deed . F u r th e rm o re ,  

f lu c tu a t io n s  in  c o m m o d ity  p rice s  m a y  have  a rea l c o s t to  p r im a ry  p ro d u ce rs  

q u ite  a p a r t f ro m  the  v is ib le  e ffe c t o n  a nnua l ea rn ings . H o w e v e r ,  

d iv e rs if ic a t io n  w o u ld  p re s u m a b ly  n o t re du ce  th is  co s t fo r  th e  in d iv id u a l  

p ro d u ce r. T h is  p ape r w as  c o n c lu d e d  i t  is  u n l ik e ly  th a t e ith e r  in s ta b i l i t y  o f  

e x p o r t e a rn in g s  o r  th e  d is u t i l i t y  a r is in g  f ro m  such  in s ta b il i ty  w o u ld  be  

e lim in a te d  b y  s im p le  p o lic ie s , such  as p ro d u c in g  a w id e r  range  o f  e xp o rts .

O d in  K u n d se n  and A n d re w  Pam es20 in v e s tig a te d  the  

deg ree  and  th e  causes o f  e x p o r t in s ta b il i ty  in  a sam p le  o f  d e ve lo p e d  and  less  

d e ve lo p e d  c o u n tr ie s . T he  m e th o d  lo o k e d  a t th e  in d iv id u a l tra de  f lo w s  f r o m  

one  e co n om ie s  to  a n o th e r in s tead  o f  fo c u s in g  o n  th e  o v e ra ll le v e l o f  e x p o r ts  

f ro m  each n a tio n . In  th is  w a y , w e  w e re  a b le  to  a c co u n t fo r  th e  e ffe c ts  o f  th a t  

c e rta in  s tru c tu ra l v a r ia b le s  have  o n  e x p o r t in s ta b il i ty .  These v a r ia b le s  fe l l  

in to  th re e  c a te g o r ie s — th e  c o m p o s it io n  o f  e xp o rts , th e  c o m m o d ity  

c o n c e n tra t io n  o f  e xp o rts , and the  d ire c t io n  o f  trade . In  a d d it io n , v a r ia b le s  to

Odin Knudsen and Andrew Pames. “Trade Instability and Economic Development : 
An Empirical Study” (Lexington Books, 1975).
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d is t in g u is h  th e  le v e l o f  d e v e lo p m e n t o f  th e  trade  pa rtne rs  and  th e  v a lu e  o f  th e  

in d iv id u a l trade  f lo w  w as in c lu d e d  in  th e  e s tim a tio n . A n a ly s is  o f  c o va r ia n ce  

w as used to  es tim a te  the  m o d e l. T h is  p ro cedu re  y ie ld e d  c o e ff ic ie n ts  fo r  th e  

in d e p e n d e n t v a r ia b le s  th a t w e re  n e t o f  the  c o u n try  e ffe c ts  and th u s  d id  n o t 

in c lu d e  a n y  b ias th a t m ig h t have  been p resen t in  s im p le  in te r -c o u n try  

com pa r is o n s  o f  th e  pas t lite ra tu re  in  th e  f ie ld . In  s u m m a ry , th is  s tu d y  sh ow ed  

th e  c o u n try -s p e c if ic  n a tu re  o f  e x p o r t in s ta b il i ty  and  th e  im p o rta n c e  o f  

re e x a m in in g  th e  re su lts  o f  p re v io u s  s tud ie s  based o n  in te r -c o u n try  sam p les . 

T he  s ig n if ic a n c e  o f  som e  e x p la n a to ry  v a r ia b le s  in  passed w o rk s  had  to  be  

q u e s tio n ed  because o f  th e ir  in s ig n if ic a n c e  w h e n  h o ld in g  the  c o u n try  e ffe c ts  

cons tan t.

H o sse in  A s k a r i and  G o rd o n  W e i l21 e x a m in e d  e x p o r t  

e a rn in g s  in s ta b il i ty  fo r  7 0  L D C s , o v e r  a  t im e  p e r io d  f ro m  1 9 54 -1 96 8 . T h e ir  

in te n t io n  w as  to  te s t a t ra d it io n a l h y p o th e s is  th a t L D C s  e x p o r t in g  a la rg e  

pe rcen tage  o f  p r im a ry  p ro d u c ts  m u s t o n  th is  a c co u n t s u ffe r  f r o m  a la rg e  

deg ree  o f  e x p o r t in s ta b il i ty .  T he  re su lts  le d  US to  re je c t th is  h yp o th e s is . T h e y  

d id  n o t fo u n d  a n y  e v id e n ce  in  th e ir  w o r k  to  s u p p o rt th is  v ie w , in  fa c t th e y  

f in d  th e  o p p o s ite  w as  tru e , th a t in s ta b il i ty  appeared to  be a la rg e r p ro b le m  fo r  

e xp o rts  o f  m a n u fa c tu re d  than  n o n -m a n u fa c tu re d  goods .

21 Hossein Askari and Gordon Weil. “Stability of Export Earnings of Developing Nations”
Journal of Development Studies.
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D a v id  M u rra y  22 exam ined  the in s ta b il i ty  o f  e xpo rt p rices  

and vo lum es  and the  re la tiv e  im po rtance  o f  supp ly  and dem and flu c tu a tio n s  in  

d e te rm in in g  ea rn ings in s ta b ility . R e la tiv e  leve ls  o f  in s ta b il i ty  fo r  deve loped  

and unde rdeve loped  coun trie s  had been com pared , and the  dec lin e  in  in s ta b ility  

in  the  p o s tw a r had been exam ined . The  measures used in  h is  รณd y  are the  

M acbean  In d e x  (M B I )  -  w h ic h  m easured dev ia tio n s  f ro m  a 5 -yea r m o v in g  

average o f  obse rved va lues - and a m easure w h ic h  w o u ld  be te n ned  the  L o g  

T rend  In d e x  ( L T I )  -  w h ic h  measured dev ia tion s  f ro m  a constan t g ro w th  ra te  

tre nd  lin e . U s in g  tw o  measures o f  in s ta b ility , i t  had been show n tha t p r ic e  and  

v o lu m e  in s ta b il i ty  had gene ra lly  been grea te r fo r  the  less deve loped  than  fo r  

the  deve loped  coun tries .

John R. H anson  I I  23tr ie d  to  cast h is to r ic a l e xpo rt data in to  

M u r ra y ’ s F ram ew o rk . The  seven deve loped  coun trie s  (D C s ) cove red  are 

B e lg iu m , F rance, G e rm any , The  U n ite d  K in g d o m , A u s tra lia , Canada, and the  

U n ite d  States. The  las t th ree coun trie s  resem b led  m any  o f  L D C s  in  h a v in g  

p r im a ry  p roduc ts  as c r it ic a l e xpo rt e a rly  in  the deve lopm en t process. T he  ten  

L D C s  cove red  are C e y lo n , C h ile , Cuba, E g yp t, In d ia , Jam aica , N ig e r ia ,  

P h ilip p in e s , T a iw an , and T ha ila nd . The in de x  o f  in s ta b il i ty  used he re  w e re  the  

standard d e v ia tio n  o f  the observed dev ia tio n s  f ro m  an e xponen tia l t im e  tre nd

David Murray. “Export Earnings Instability : Prices, Quantity, Supply, Demand?” 
Journal o f  Economic Development and Cultural Change. 1978; pp. 61-73.

23 John R. Hanson II. “Export Earnings Instability before World War II : Price, Quantity, 
Supply, Demand?” Journal o f  Economic Development and Cultural Change. 1983; pp. 621-637.
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(E X P ) and the  n o rm a liz e d  standard e rro r o f  dev ia tio n s  f ro m  an es tim a ted  lin e a r  

l in e  tre nd  (L IN ) .

P ra ip h o l K o om sup  24 25 sought to  e xam ine  the  re la tio n sh ip  

be tw een  e xpo rt d iv e rs if ic a t io n  and e xpo rt in s ta b il i ty  in  a L D C . The  s tudy  

exam ined  the p ro b le m  o f  the e xpo rt in s ta b ility -  - its  e ffec ts  and causes, and the  

re la tio n s h ip  be tw een  e xpo rt in s ta b il i ty  and the  process o f  a g r ic u ltu ra l e xpo rt 

d iv e rs if ic a t io n  in  T ha ila nd . U s in g  tw o  types o f  in d e x  fo r  m easu ring  in  s ta b ility  

in  e xpo rt earn ings. The  f ir s t  w as percentage dev ia tion s  f ro m  fiv e -y e a r m o v in g  

average o f  ea rn ing  f ro m  m erchand ise  expo rts  ( I I , ) .  T he  second w as pe rcen tage  

dev ia tio n s  f ro m  tre nd  o f  m e rchand ise  e xpo rt earn ings w h ic h  w e re  assumed to  

have an exponen tia l g ro w th  trend  ( I I 2). In  b o th  cases o n ly  the  abso lu te  va lues  

w e re  cons idered . T he  degree o f  e xpo rt c o m m o d ity  con cen tra tio n  and  

geog raph ica l concen tra tio n  w e re  m easured b y  H irs c h m a n -G in i C o e ff ic ie n t  

In dex .

P rem achanan A th u k u ra la  and F ra n k  C ong  H ie p  H u yu h  

fo u n d  the  average e xpo rt in s ta b il i ty  o f  S ri L an ka  d u r in g  the  p e r io d  1950-1978  

to  be m ode ra te  in  the  in te rn a tio n a l se tting , desp ite  its  heavy  dependence on  

p r im a ry  c o m m o d ity  e xpo rts  and the h ig h  degree o f  the  c o m m o d ity

24 Praiphol Koomsup. “Export Instability and Export Diversification : A Case Study of 
Thailand” (Unpublished Ph.D. Dissertation, Yale University, 1978).

25 Premachanan Athukorala and Frank Cong Hiep Huyuh. “Export instability and
Growth : Problems and Prospects for the Developing Economic”. 1987.
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concen tra tion . T he  ana lys is  o f  the  c o m m o d ity  c om po s it io n  o ffe re d  tw o  m a jo r  

exp lana tions : (1 ) the  re la tiv e  in s ta b il i ty  o f  the e xpo rt p roceeded fro m  tea, 

w h ic h , desp ite  a ce rta in  decrease in  im po rtance  in  recen t years, s t i l l  represents  

the  m o t im p o rta n t e xpo rt c o m m o d ity  and (2 ) the con tra s tin g  t im e  pa tte rns o f  

proceeds fro m  the  m a jo r e xpo rt com m od itie s .

M a r ia n  E . B o n d  26 s tu d ie d  the  f lo w  o f  p r im a ry  

com m od itie s  g rouped  b y  geog raph ica l reg ion . T he  e m p ir ic a l resu lts  ob ta ined  

in  th is  s tudy  w e re  v e ry  m uch  in  lin e  w ith  those ob ta ined  f ro m  o the r studies.

I. M acbean  and D . T . N g u yen  27 stated in  th e ir  b o o k  tha t, 

a lth ough , p r ic e  and earn ings in s ta b ility  w e re  in te rre la ted  and m ig h t share  

com m on  causes, i t  was use fu l to  exam ine  th em  separa te ly . T he  causes o f  

earn ings in s ta b il i ty  at the  in d iv id u a l c o un try  le ve l suggested b y  a p r io r i  

reason ing  and in ves tig a ted  b y  m any  econom is ts  w e re  ( I )  h ig h  c o m m o d ity  and  

g e o g ra p h ic a l c o n ce n tra tio n  o f  e xp o rts , ( I I )  s p e c ia lis a t io n  in  p r im a ry  

com m od itie s , ( I I I )  sm a ll e conom ic  size, ( IV )  a h ig h  degree o f  openness to  trade  

and (V )  a h ig h  ra te  o f  e xpo rt g row th . The resu lts  o f  the  stud ies re v iew ed

Marian E. Bond. “An Econometric Study o f Primary Commodity Exports from 
Developing Country Regions to the World” IM F  Staff Papers. Vol. 34, No. 1-2, 1987; pp. 191- 
227.

Alasdair I. Macbean and D. T. Nguyen. “Commodity Policies : Problems and
Prospects” (Croom Helm Ltd., Provident House, Burrell Row, Beckenham, Kent, BR3 1AT, 
1987).
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Anotai Ittisupomrat28 tried to measuring the level of 
export instability and investigating the causes and consequence of instability to 
domestic economy. Using the absolute deviation from trend as the index of 
instability and the Gini-Hirschman as the degree of concentration in Thai 
export. The empirical results indicated that the export instability mainly came 
from the export of manufactured products and the export to the Central Planned 
Economies. Moreover, the analysis with macroeconomics model suggested 
that the export instability induced the instability in domestic economy and was 
and obstacle to economic performance. The major adverse impact appeared to 
operate through instability in imports, private investment, and income in terms 
of growth rate.

seem ed to be sensitive to the tim e periods o f  investigation, the formula used for
measuring instability and/or concentration and the sam ples o f  countries chosen.

We could divide causes of the export earnings instability 
into two cases as follows:

1. The causes of the higher degree of instability experience by 
the LDCs in export trade were generally believed to stem from 
three inherent features of their export structure.

1.1 the specialisation in primary commodities

28 Anotai Ittisupomrat. “An Analysis of Export Instability in Thailand” (Master's thesis,
Faculty of Economics, Thammasat University, 1998).
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1.2 the heavy dependence on one or a few commodities 
(commodity concentration)

1.3 the concentration of exports in a small number of 
foreign market (geographical concentration).

2. The sources of instability from export prices, export 
quantities, supply, and demand fluctuations.

In estimating an instability index, it was necessary to 
eliminate the influence of the trend, thus defining instability as the deviations 
from this trend factor. Otherwise, steady growth of exports would be 
interpreted as a high degree of instability. This explanation of instability 
implied that the trend of export movement from year to year was expected, 
while the deviations from it were not.

There were several methods of eliminating the trend and 
weighting the deviations from it. The three popular methods used in previous 
studies were shown below.29

Odin Knudsen and Andrew Parnes. “Trade Instability and Economic Development :
An Empirical Study” (Lexington Books, 1975).
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The Least-Squares Indices of Export Instability

The least-squares method of constructing an index of 
export instability involved fitting a linear function of time either to the 
logarithm of export earnings yielding the exponential index, or to export 
earnings directly, yielding the linear index. The fitting of either a logarithm or 
linear function implied assumption both on the deterministic and random 
components of export earnings. If the logarithmic function was fitted, the 
assumption was that the deterministic component was exponential and, 
depending on the properties demanded of the estimate, the random component 
was either independent of time or autocorrelated. If the linear function was 
used, the deterministic component was assumed to be proportional to time. It 
was well known in econometrics that criteria such as goodness of fit could not 
be used to distinguish between the functional forms of the deterministic 
component. In case the random component of export earnings was large or 
autocorrelated in a specific manner, it was possible that the true functional 
form had a poor fit for the years of the sample, and, by chance, the incorrect 
functional form had a good fit. If the incorrect functional form was selected in 
the construction of the index, the magnitude of the export instability would be 
understand. In practice, then, the specification of the functional form for the 
deterministic component was made either by assumption or by observation of 
behaviour. Massell, for instance, in justifying the exponential form for one 
index, postulated that countries tended to plan in terms of absolute growth rates 
(instead of constant increments to the gross national products), which implied
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Once the functional form was specified for the 
detenninistic component, the function was fitted to a time series of export 
earnings using the criterion of minimisation of the sum of the squared 
residuals. These squared residuals were then designated as the index of export 
instability. Since the process of squaring weights large deviations (for 
example, a deviation of 3 percent in one year was weighted nine times as much 
as tree yearly deviations of 1 percent), the implicit assumption of this 
procedure was that large deviations contribute proportionally more to 
uncertainty. Therefore, countries with the larger but more rare deviations in 
export earnings were assigned a higher index of export instability than 
countries with smaller but more frequent deviations. If the relation between 
deviations and observable phenomena could be specified more precisely, either 
by improved theory on behaviour under uncertainty or though tracing the 
causes of deviations in detail, then a specific weighting scheme would be 
justified.

that expectations take a geom etric form and hence could be represented by an
exponential function.

Therefore, we could separate the measurement of the
least-square indices of instability index as follow.
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1. Exponential least-squares index is the consists of the sum of 
squared deviations from an exponential trend line. Fitted by minimising sum 
of squared residuals.

V a r ( x )  -  — z  (Xt -  xtŸ"
N 1 = ]

when;

*t = x t - x t

Xt = the actual values of Xt 
Xt = the exponential trend predicted values 
N = the number of investigation period 

Instability Index = -Jv  log *100

2. Linear least-squares index is the consists of the sum of 
squared deviations from a linear trend line. Fitted by minimising sum of 
squared residual.

= >  Instability index =
When;

Xt = a + bt
Xt = the actual values of Xt 
N = the number of investigation period.

3. Average percentage deviations from least-squares trend line 
was similar to linear least-squares index, but instead of squaring deviations, it

^  K ) 0 ( x r  - x t )

t= 1 X t

N
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used the average percentage deviations from the linear trend line in 
constructing the index.

The Index of Deviations from a Moving Average

This method defined the index of instability as the sum of 
the absolute deviation of each year’ร export earnings from an n-year moving 
average, with the value for ท specified by assumption. If the n-year moving 
average index was considered as an expectation of export earnings, this 
procedure had the advantage over the least-squares method in that each year’s 
expectations were specified by only earnings for ท years and not by the entire 
period of observations. This decreases the bias introduced by the 
misspecification of the exponential or linear function that was discussed in the 
previous section.

A problem that arose with the moving average method of 
trend removal was that the interval a detennines the degree of smoothing and 
hence the degree of instability measured by the index. The difficulty in the 
selection of the interval ท is fundamental to the criticism of all currently used 
indices. Ideally, the theoretical considerations—or at least the data—should 
determining the period used in the fonnation of expectation for a certain year 
was being calculated. Expectations should only be formed using the 
experience of the past.
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The deviation from an «-year Moving Average Index was 
the consists of the sum of absolute deviations from an n-year moving average. 
The value of ท is determined a priori and controls the degree of smoothing.

too (X t -X t )
Instability Index =

” 2 100(A  
h  Xt 

N
When;

X( = the actual values of Xt
__ A ï  X t

x t = h  5

N = the number of investigation period.

Additional problems arose with the selection of one time 
period for averaging when cross-country comparisons were involved. Since 
the interval ท represents the time horizon in fonning expectations, specification 
of the same interval for all countries implied the same time horizon for all 
countries. However, the time horizons were influenced by the level of 
uncertainty and hence the degree of export instability. Attributing the same 
length time horizon, ท, to all countries and then measuring different levels of 
instability had to implicitly assume that the degree of uncertainty generates by 
export fluctuations does not influence the time horizon in forming expectations.

The moving average procedure, besides attenuating 
frequency components of periods greater than ท years, also removed some of 
the shorter period components resulting in an underestimate of the degree of 
instability. However, this imperfection in the filter was characteristic of any
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practical procedure. The degree of this leakage of Higher-frequency 
components can only be reduced by alternative and more complex procedures.

Coppock’s Log Variance Index

The log variance index of instability developed by
Coppock in his study In te r n a tio n a l E c o n o m ic  In s ta b il i ty  has a seemingly
complicated form:

ท 2
z (log X t + 1-log X t - M )

1 ฯ08 = t =2
N  - 1

When;

M
z^ (log X t  +1 -  log X t )

N - 1
Xt = the actual values of Xt 
N = the number of investigation period.
V log = variance in term of logarithm 
= >  Index of instability = antilog -yjv log

However, examination of the equation of M reveals that the trend removal tenn 
depends only on the first and the last observations.

In Coppock’s index, therefore, the expectation's 
component was determined exclusively by the first and the last observation. 
This made the index sensitive to the particular period chosen by the researcher.
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If the period for averaging were varied by a year or two, large changes in the 
index o f instability could result. Also, the information o f expectations on a 
first and last observation basis created some conceptual difficulties, since it 
seemed unreasonable to designate only the first and the last years as 
indicators o f expectations without regard for the intermediate years. This 
difficulty with the log-variance method probably resulted from an error in 
designating the index, not from a belief that the expectations component was 
only a function o f the first and last observations.

From the measurement o f instability index discussed 
above, in this study we would examine the instability o f  export by the 
exponential least-squares index. And we would follow the method that 
David Murray used in Export Earnings Instability : Prices, Quantity, Supply, 
Demand? to find the contributor o f export instability and the source o f  export 
instability. The methodology o f this study in the part o f export instability 
will be organised as followed.

The first step was to examine the instability index o f  
export value o f Thai rice and rubber export by using the exponential least- 
square trend index which is:

Var(x) = —: X o  -  X tŸ"
N t = 1

when;
xt = xt - xt
X t = the actual values o f Xt
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Xt = the exponential trend predicted values 
N = the number of investigation period 

7=> Instability Index = y]Var(x) *100

The second step was to examine the components of the 
variance of the logarithm of earnings around an exponential trend in order to 
assess the relative importance of price and quantity fluctuations. Given the 
identity ะ30

export earnings = price X quantity
E = P X Q ...(1)

then logE = logP + logQ ...(2)
and the variance of log E around a fitted constant growth-rate trend line was 
given by the identity ;

var (log E) = var (log p) + var (log Q) + 2 cov (log p 5 log Q) .. .(3)

where the variances and covariance were around trend lines. The terms on the 
right-hand side were calculated from the price and quantity indexes. They were 
divided through by their sum and expressed as percentages. The term
CP = 100 var (log p)____________________________________  ...(4)

var (log p) + var (log Q) + 2 cov (log p , log Q)

David Murray. “Export Earnings Instability : Prices, Quantity, Supply, Demand?” 
Journal o f  Economic Development and Cultural Change. 1978; pp. 61-73.
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might be interpreted as the contribution o f the (trend-corrected) variance o f 
price to the (trend-corrected) variance o f earnings.

Equation (4) was taken as an indicator o f the 
proportional contribution o f price instability to earnings instability. An 
similar interpretation was placed on CQ 5 the adjusted var (log Q) , as an 
indicator o f the proportional contribution o f quantity fluctuations which 
showing in equation (5).
CO = 1 0 0  var (log O)_______________________________________  ...(5)

var (log p) + var (log Q) + 2 cov (log p , log Q)

The covariance term , positive or negative , reflected the 
extent to which price and quantity movements were reinforcing o f offsetting.

Finally , the third step was to examine the significance o f  
supply and demand variations to earnings instability. By the reason o f the 
fluctuation in prices and quantities traded, fluctuation did not happen 
randomly but reflect underlying changes in demand and supply. The 
changes in the same direction for price and quantity were caused by demand 
shifts. On the other hand , the change in the opposite direction for price and 
quantity were caused by supply shifts. A change in one variable, the other 
remaining constant, might be associated with either supply or demand shifts. 
Therefore, in this step, the sign was an indicator o f whether supply or 
demand variations had been the dominants source o f instability.
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