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In order to analyse changes In the composition of trade, we 

have selected 1972-76 period. A year earlier than 1972 wilt have 

affected the results as there had been a structural change in inter-

national trade due to break away of East Pakistan because with that 

the inter-regional trade became an international trade. On the other 

hand, we could not extend analysis beyond 1976 due to non-availability 

of cross-country data. In the case of raw cotton we had to restrict 

o u r analysis to 1975 because product ion of cotton In 1976 was very 

poor. 

The analysis of residual in order to determine the factors 

giving rise to it, we require a time series of the residuals and its 

regressors. Therefore., we had to go back as far allowed by the 

data availability. We have used 1964-76 period, because data are 

not available for the years before 1964. 



SECTION - III 
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EMPIRICAL RESULTS 



Table I: EXPORT GROWTH FROM 1972-1976 - 1 0 -
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of this exercise are reported in Appendix table I to 9. 

During the period 1972 to 1976 the exports of r i c e , other 

textiles, wearing apparel, and carpets and tapestries increased signi-

ficantly. The increase in exports of these products are mainly due to 

an increase in demand for these commodities in the importing countries. 

However, this is only a partial explanation as the residual is positive 

In all of the cases, which signify that various measures taken by 

the government to improve competitiveness has played a major role. 

The exports of raw cotton, cotton yarn and thread, leather 

and leather products, and toys, games and sporting goods decreased 

largely due to the decline in world demand. However, there have been 

other factors giving rise to a decline in the exports. In the case 

4 

of raw cotton the domestic supply bottlenecks have caused the decline 

In exports. Though in the case of cotton yarn and thread, leather and 

leather products, and toys,, games and sporting goods world demand has 

been gorwing very slowly, yet the growth in demand for the products in 

the countries importing from Pakistan has not been all that small. 

Paki stan has been unable to increase its share due to bias aga inst 

these exports in the government policies that drove them out of competi-

tion in the world markets. 

The exports of cotton fabrics Is almost stagnant, despite the 

fact that in the world market demand has dec I ined. This may be to the 

reduction in the export duties during this period, which gradually 

improved its competitive position in the world markets. 

4. However, exports of raw cotton have increased over the 
period 1972 to 1975. 



13 

A FURTHER ANALYSIS OF THE RESIDUAL 
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which implies that there was sufficient exp-ortable surplus to meet the 

demand at the going price. Exportable surplus turns out to be the most 

significant and dominant variable In explaining the 'residual' in the 

case of raw cotton. Real effective exchange rate turns out to be an 

insignificant variable in explaining the growth of exports of raw cotton. 

This is mainly a reflection of the fact that when the cotton crop was 

poor, by administrative decisions, the cotton exports were banned. 

Moreover, domestic production is insulated from the international market 

prices by fixing the domestic prices by the government. 



Table 2: REGRESSION RESULTS 
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Similarly, the incentive to traditional exports are significantly large 

compared to those given to non-traditional exports. Which should be 

reversed. 

It must be mentioned here that all the measures suggested 

above would lead to an increase in the exports if and only if there is 

a sufficient exportable surplus because these measures can only divert 

supplies from domestic to the world market. 
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APPENDIX TABLE I: EXPORT GROWTH OF RICE IN DOMINANT MARKET .AREAS 

1972 - 7 6 "
 : 

(Rs. in 000 ) 
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APPENDIX TABLE 2: EXPORT GROWTH OF RAW COTTON IN DOMINANT MARKET AREAS 

!972 - 75 
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