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CHAPTER I
INTRODUCTION

A, The Statement of the Problem and Its Significances

Like other less developed countries, ASEAN countries1 are
facing with wide fluctuations in export earnings from primary comﬁ&dities
which are their major export.2 To lesson‘the fluctuations in their
export proceeds; some ASEAN countries have participated in vérious
schemes such as the International Tin Agreement, the Interhational Sugar\
Agreément. Recently, ASEAN sought to have the Stabex-type arrangement3

with Japan to finance their export earnings shortfalls. The question

concerned in this study is on the need for stabilizing export earnings,

A question can be asked whether export instability of the
ASEAN countries inflicts adverse effects on their economies. Koomsup's
findings indicated that in Thailand during 1951-1974, fluctuations in

export earnings significantly and adversely affected most income

Tassociation of South East Asian Nations (ASEAN) consists of
five member. countries namely: Indonesia, Malaysia, the Philippines,
Singapore and Thailand, "

2Wisarn Pupphavesa and Seiji Naya, "Principal Cqmmodity Exports
and Earnings Instability of ASEAN Countries," n.p., 1978. (Mimeographed)

3The system to stabilize export earnings (STABEX) is one
feature of the Lome Convention in early of 1975, which is the cooperation
between the industrialized countries in the European Economic Community
(EEC) and a large number of developing countries in Africa, Caribbean
and Pacific Basin (ACP).



variables, investment, capital goods imports and government variables,
Pupphavesa's findings confirmed the employment and balance of payments
effects of commodity export fluctuation in Malaysia.5 The country;by-
country analysis for ASEAN countries of Iwasaki and Kohama revealed
several important relations between thé fluctuations éf ﬁotﬁ total
merchandise exports and primary products and those of the macro-economic
:Variables such as gross domestic products, gross capital formations and
machinery imports.6 These findings indicate the adverse effects of
fluctuations in primary commodities exports of ASEAN on their economies

and their attempts in searching for export stabilization schemes.

Various schemes in which ASEAN countries have participated are
buffer stocks schemes which aim at mitigating the price fluctuations of
commodities by directly interfering with the operation of market forces
such as the Intermational Tin Agreement and the Integrated Programme of
UNCTAD, Since a buffer stock thoroughly relies on the accurate projection,
the price control authority inevitably faces the risk of excessive stock

accumulation and the costs associated with transaction and storage.

4Praiphol Koomsup, "Export Instability and Export Diversifica-
tion: A Case Study of Thailand," (unpublished Ph.D. dissertation,
Yale University, 1978), pp. 42.

Wisarn Pupphavesa, "Export Instability in ASEAN Countries,"
(unpublished Ph.D. dissertation, University of Hawaii, 1978),

OYoshihiro Iwasaki and Hirohisa Kohama, "Japanese Stabex
Arrangement with Southeast Asia," (paper presented to Pacific Basin
Countries Sessions, W.E,A. 1978 Conference, Honolulu, June 1978),
pp. 8-15.



Moreover, a buffer stock needs to be implemented by production restric-
tion and export quota devices for its effective control of prices.7
Regardless of all the difficulties and risk, the buffer stock for price
stability may not always be desirable in the sense that price stabiliza-
tion may destabilize export earnings stability or/and decrease the earn-
ings level, Since many economists have analysed that the desirability
of price siabilization depends on what are the causes of instability

énd the élasticity of demand .and supply.

- The Stabex-type arrangement which ASEAN countries are seeking
is the compensatory financing scheme. The compenoatory financing scheme
aims to alleviate ex post tne_adverse effects of the export instability
by compensating for the shortfalls in the export earnings. These seem
to be a concensus among economists that the compensatory financing
scheme is the most effective approach for the stabilization of primary
commodi ty exports.8 However, in seeking the scheme to cope with
instability in export earnings of the ASEAN countries, more careful

study on the causes of instabl ity should be made,

70 P. Brown, Primary Commodity Control, (Kuala Lumper' Oxford
Univer81ty Press, 1975), pp. 157-159. B

8Harry G.. Johnson, "Commodlties Less Developed Countries'
Demands and Developed Countries' Responses," The New International
Economic Order: The North-South Debate, ed., by J.N. Bhagwati, .
(Cambridge: M.I.T. Press, 1977), Dp. 240-251, !




B. Literature Surveys

1. Survey of Instability Origin Identification

There are two approaches to study the causes of export
insta£ility. One is using‘the regression technique to examine the
relationship between the export ihstabiiity and the hypothesized
eiﬁlénatofy veriables such as commodity concentrétion‘ratio, geograph-
ical concentration ratio, primary commodity ratio etc. Massell, Naya,
and Knudsen and Parnes employed this approach in their analysis.9
The other is to identify the or;gin of instability whether instability
originated from demand shifts or supply shifts which is used by
Koomsup and Pupphavesa in their Ph.D. dissertations.lo Koomsup, in
his study of Thailand, found out that the cases of demand shif'ts account
for more of the total value of all exports examined and food type
exports are more subjected to supply-related fluctuations than the
exports of mineral and raw materials which are affected by instability
of demand in industrially developed countries. Moreover, the price

elasticities of demand and supply for all exports examined are quite

9B.F. Massell, "Export Instability and Economic Structure,”
The American Economic Review (September 1970), pp. 618<630.; Seiji
Naya, "Fluctuations in Export Earnings and Economic Patterns of Asian
Countries," Economic Development and-Cultural Change, (July 1973),
pp. 629-641.7 and O. Knudsen and A. Parnes, lrade Instability and
Economic Development, (Lexington, Mass.: D.C. Heath & Co., 1975),
ppo 9"13e‘ . ’

lonaiphol Koomsup, op.cit., pp. 80-85.; WiSarn-Pupphavesa,
op.cit., Chapter IV, -



high with a possible exception in the export supply elasticity of
rubber.11 'In the case of the ASEAN countries, Pupphavesa's findings

are mostly the same as those of Koomsup both in food-type exports

and mineral and raw material expérts of ASEAN countries, espeéially those
of Thailand although he employed linear and exponential trends whereés

12
Koomsup used five~year moving average trends.

2. Survey of Price Stabilization

For export earnings stabilization, price stabilization via
buffer stock would appear to be the earliest form of price stabiliza-
tion. Most of the international arrangements for export earnings
stabilization employ the buffer stock as the key instruments to
stabilize prices of commodities. The attempis to stabilize earnings
by means of price stabilization via buffer stock have been made mostly
in form of individual commodity agreement such as the International
Tin Agréement., Recently, the Integrated Programme proposed by UNCTAD
is also in form of price stabilization via buffer stock., This
integratevarogramme of UNCTAD éonstitutes'a core element called the
"Common Fund" which is to finance a multi-commodity buffer stock.
However, price stebilization via buffer stock does not always brlng

about the earnings stability. Since Brown, Brook, Gr1111 and Waelbroeck

llPralphol Koomsup, op.cit., pp. 109-111.

12Wlsarn Pupphavesa, "Export Instability in ASEAN Countries,"
OEcCito, ppo 4 35"4 530



in their simple merket model assuming linear demand and supply schedules
and parallel shifts, have found out that firstly, the source af
commodity price instability--together with the value of the price
elasticities of demand and supply over the relevant range--is an
important factor in determining whether price stabilization will also
bring about revenue stabilization, Secondly, the source of commodity
price instability‘is a crucial factor that determines whether price
stabilization via buffer stock incrééses or decreases produceré' income

(or exporters' revenue).

Many economists have also analysed the pure welfare effects
of price stabilization via buffer stock from the standpoints of both
producers and consumers. Assuming the stable cost function fof the
competitive firm faced with én uncertain demand, Oi demonstrated, by
employing expected profit and expected utility maximization, that the
producer of any good could make more profits when the price of that
goods varied than he could if prices were stabilized af the arithmetic
mean of the Qarying price.14 Using simple graphical method, Waﬁgh
édncluded that each individual consumer is better off with varying _

prices than he would be if prices were stabilized at or above their

lBC.P. Brown, op.cit., pp. 133-151.; E.M. Brook, E.R. Grilli
and J. Waelbroeck, "Commodity Price Stabilization and Developing
Countries: The Problem of Choice," International Bank for Reconstruc-
tion and Development, Bank Staff Working Paper No. 262, (July 1977),
pp. 6-17.

Y4Walter 0i, "The Desirability of Price Instability Under.
Perfect Competition," Econometrica, Vol. 29,(January 1961),
Pp. 602-614.




simple, unweighted arithmetic mean.l5‘ Few years later, Massell
integrated the Waugh and Oi results and considered the welfare effects of

price stabilization in the model containing both producers and consumers.

He-usedAthekexpecteduvalue of producer supplg§ and consumer surplﬁéﬂés
‘the measﬁres of gain for producers and consumers respectively. He
geometrically and algebraically concluded that the results of_Qi and
Waugh are held in the casés of:shifts in Qemand with a statiopary
supply curve for the former and shifts in supply with a stationary
demand curve for the latter, but the price stabilization via buffer

stock provides a net gain to producers and consumers taken together.16

It can be seen that the origin of instability has crucial
implications for price stabilization via buffer stock, Table 1.1
summarizes the income effects and welfare effects of briée sfébiliza-
tion via buffer stock, If the shifts in demand gre the causes of price
instability, price stabilization via buffer stock will reduce earnings
level but stebilize the export earnings and exporting countries as
producers will lose whereas importing countries as consumers will gain
in terms of welfare, regardless of the elasticities of both demand and
supply of that commodity (see Table 1.1). On the other hand, in supply k

shifts market, the price stabilization via buffer stock will increase

15Frederick V. Waugh, "Consumer Aspects of Price Instebility,"
Econometrica, Vol. 34 (April 1966), pp. 504-508,

l¢B.F, Massell, "Price Stabilization and Welfare," The
Quarterly Journal of Economics, Vol. 83 (May 1969), pp. 284-298.




TABLE 1.1

THE EFFECTS OF PRICE STABILIZATION VIA INTERNATIONAL BUFFER STOCKl

y Income Effect Welfare Effect2
Source of Price Export Export Producer's Consumer's Net
Instability Earnings TFarnings Surplus Surplus Effect

Level Stability

I, Demand Shifts

Market
- Elastic Demand less stabilized less more more
- Inelastic Demand less stabilized less more more

IT, Supply Shifts

Market

- Elastic Demand more destabilized more less more

- Inelastic Demand more stabilized3 more less more
1

2

3

Prices are stabilized at their simple mean.,

The expected value of consumer and producer's surplus is the measure
of welfare gain. . ‘

Both demand and supply must be sufficiently inelastic., If supply

is sufficiently elastic and/or demand is only slightly inelastic,
export earnings may be destabilized.

Sources:

Reproduced from C.P. Brown, Primary Commodity Control,

(Kuala Lumper: Oxford University Press, 1975); E.M. Brook,
E.R. Grilli and J. Waelbroeck, "Commodity Price Stabilization
and Developing  Countries: The Problem of Choice," International
Bank for Recconstruction and Development, Bank Staff Working
Paper No, 262 (July 1977); Walter 0i, "The Desirability of
Price Instability Under Perfect Competition," Econometrica,
Vol. 29 (January 1961); Frederick V. Waugh, "Consumer Aspects
of Price Instability," Econometrics, Vol. 34 (April 1966);
and B,F, Massell, "Price Stabilizetion and Welfare," The -
Quarterly Journel of Economics, Vol. 83 (May 1969). ~




the level of export earnings and welfare of producers (exporting
countries) and consumers (importing courtries) will lose in welfare,
regardless of elasticities of demand and supply. - But the price
stabilization via buffer stock in this supply shifts market will
destabilize the export earnings of exporting countries if the‘demand
is elastic and vice versa (see Table 1.1). However, the net effect

of welfare gain will always be positive.

3. Survey of the Compensatory Financing Scheme

The compensatory finencing scheme is another alternative to
cope with the export earnings inétability. The concept of compensatory
financing has emerged, and a variety of applications ﬁave been |
suggested, Compensatory transfers to mitigate the adverse effeets of
changes in terms of trade were first proposed in 1953, but did not
gain support; some ten years later, similar proposals Weré submi tted
to the UN Conference on Trade and Development (UNCTAD). In late
1950's and at the beginning of the 1960's, schemes aimed at compensat-
ing for shortfalls in export receipts were devised by a UN Committee
of Experts. In 1963, the International Monetary Fund (IMF) respondéd
with the creation of its compensatory financing facility. The UNCTAD
produced further suggestions, and in the discussions much emphasis was
laid on compensatory financing as a convenient deﬁice for séiVihgb'“"

short-term and long—term.problems.17

17For more details of the developiment of compensatory financ-
ing scheme, see Gertrud Lovasy, "Survey and Appraisal of Proposed
Schemes of Compensatory Financing," Infernational Monetary Fund Staff
Paper, Vol, 42. (July 1965), pp. 189=221,
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Several economists performed simulations based on the
historical data to examine various forms of the compensatory financing

schemes in earnings stabilization. Jos de Vries18

analysed the
quantitative implications of three different compensatory financing
schemes, due to the three different targets, namely the Lome~type
scheme, the IMF-type scheme and the geometric scheme.r Using country -
by~country data for both the export earnings of 22 selected commodities
and the total export earnings of all developing countries, he simulated
the effects of those three compensatory financing schemes over the
period 1961-1972 and then made various changes in the development of
these earnings e.g., by changing the rate of inflation, He found out
that variéus cdmpensatory financing schemes react to inflation
differently. Payments under a Lome-type scheme are very strongly
eroded by inflation., Increasing the rate of inflation by 5 percent per
annum reduce payments under a Lome-type scheme applied to total export
earnings by around 70 percent, On the other hand, disbursements under
an IMF-type scheme increase by about 20 percent in such a situafion.
The resuits under a geometric scheme are the only ones totally

insensitive to . the general level of inflation.l9

18Jos de Vries, "Compensatory Financing: A Quantitative
Analysis," International Bank for Reconstruction and Development,
Bank Staff Working Paper No. 228 (December 1975).

19Jos de Vries, loc.cit.
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Morrison and Perez20 performed simulations for two district
compensatory financing schemes during 1960s and early 1970s. First,
a scheme similar to STABEX, except that all OECD21 countries are the
donors instead of only the EEC and the potential beneficiaries are
limited to 59 countries whose GNP per capita was less than 1000 us
dolldrs in 1972. Commodity coverage included those commodities which
account for at least 7.5 percent (2.5 percent for the poorest countries
defined as those under 200 US dollars of GNP pef capita) of a.country's
total export earnings. An export earnings shortfall represents a
7.5 percent drop (2.5 percent for the poorest countries) from the moving
average of the commodity export earnings for the four previous years.
Second; the existing IMF facility is liberaliied in several ways.
They found out that firstly the simulations of the compensatory
financing schemes show that the costs would have been manageable.and
benefits fairly evenly distributed., Secondly, under inflationary
conditions, the cost and benefit results are quite sensitive to changes
in inflation rates. Thirdly, the costs and béﬁefits did not differ
greatly between the five-year and four-year moving average cases} nor
between cases which stabilize different aggregations of exports.
Finally, the simulations show that a scheme of the IMF-type might
produce a benefit pattern more skewed to the higher income deveioping

countries,

, 20Thomas K. Morrison and Lorenzo Perez, "Analysis of Com=
pensatory Financing Schemes for Export Earnings Fluctuations in Develop-
ing Countries," World Development, Vol. 4 (August 1976), pp. 687-694.

21Iwasaki and Kohema, op.cit., pp. 21-35.
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For the ASEAN-iapaneée version of the Stabex (ofténireferred
to as "ASEBEX"), Iwasaki and Kohama performed simulations fdr a |
historical period of 1964 to 1977 for 23 commodi£ies which accounted
for at least 1 percent of the total mérchaﬁdise égports of every ASEAN
country to.;}l destinations and also represented A£Nléas£ 5 percent of
the total merchandise exports of the applicant country'féyjapan in
the pre-shortfall year: They used'both the five-year arithmetic and
geometric moving average as the estimates of the target earnings.
The combensations are made according to various levels of trigger
threshold such as 2.5, 5 and 7.5 percent of the targets. Moreover,
tﬁe compensations are made, on nominal f.o.b., values of exports,
eithef in full or 75 percent of shortfalls. Their simulated results22
are firsﬁiy, the variants compensating the aggregate exports of a group
of commodities (commodity fasket variant) require only two-thirds of
éompensatory funds that are necessary for their commodity-by-commodity
counterparts. Secondly, the choice of target level has crucial impacts
on the costs and benefits of the scheme. Thirdly, the benefits from
the variants are generally quite unevenly. distributed among the
commodities and countries.‘ Commodity distribution of benefits
accurately reflects the relative shares of the commodities in the
export earnings. The country ranking according to the benefits, from
high to low, is Malaysia, Indonesia, Philippines, Thailand and Sihgapore.

Finally, the simulated variants indicate on the average 40-50 percent

22Iwasaki and Kohama, op.cit.; pp;‘36-63.
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improvement in the instebility index values of the aggregate exports

of all commodities.

4. Survey of Export Instability and Its Effects on ASEAN Economies

Pupphavesa and Naya23 compared the time pattern of instability
among ASEAN countries, they found out thet the index in 1970-1975
rose as much as 3-5 times the levels for each ASEAN country, ih the
earlier periods and the ranking of export instebility among members
changes from period to period. But for 1970-1975, a sharp increase in
the index is recorded for all countries., Their findings indicated
that the problem of instability appears to be heightened and cuts
across all countries and commodities. Furthermoré, the index of ASEAN
as a whole has been smaller than of the individual countries, suggest-
ing some offsettihg fluctuations among themi The question arisés
whether wide fluctuations in the ASEAN countries' exports have detri-
mental effects on thelr economies. There exist many studies on the
effects of export fluctuations on LDC's but the findings so far have
been contradictory. Coppock, MacBean, and Knudsen and Parnes found .
that export instability has not generally led to such detrimental
effects on the economic variables, especially the gfowth of economies.24

Maizels, on the other hand, concluded that the variations in export

23

Wisarn Pupphavesa and Seiji Naya, loc.cit.

24J.D. Coppock, International Economic Instability, (New York:
McGraw-Hill, 1962); A.I. MacBean, Export Instability and Economic
Development, (Cambridge: Harvard University Press 1966); and O, Knudsen
and A, Parnes, loc,cit,




14

earnings of LDC's were indeed harmful to growth and income.25 Many
empiridal studies on ASEAN couniries, howevef, unanimouély indicated
the adverse effects of their export instability on their economies.
”Iynihgiignd, ﬁuripgvthe period of 1951-1974, Koomsup'326yregres$ion
analysis indicated the significant andwfaéitive relationship between
fluctuations in total}ekﬁort earnings.and those income variables such
as agricﬁltural income, GNP, and GNP per capita; but not with grbwth
rates of income variables. Furthermore, there are the evidences of
the significant relationship between export fluctuations and the level
of investment (represented by gross fixed capital formations), capital
goods imporfs and government revenue. Iwasaki and Kohama27 regressed
the residual ratio of macro-economic variables of ASEAN countries on

| that of expofts for the period of 1960-1977. The residual ratio,lof
the fluctuations is defined as the ratio of the residual from semi-log
trend line to the estimated value. They found several important
resulfs. Firstly, they found a close relation between the fluctuations
of GDP‘at current prices and the fluctuation of exports for ASEAN
countrles, except in the case of Indonesia, But they obtained a
positive and significant coefficient for Indonesia when the dependent

variable is the fluctuations of GDP at constant prices. This may be

25A Maizels, "Review of Export Instability and Economic
Development, by A,I. MacBean," American Economic Review, Vol, 58
( June 1968), pp. 575-580,

26Praiphol Koomsup, op.cit., pp. 12-42,

27yoehiniro Iwasaki and Hirohisa Kohams, op.cit., pp. 4-15.
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because the prices in Indonesia rose very rapidly through. the 196Q's.
Secondly, by regressing the residual ratio of capital formation on

the residual ratio of total exports and exports of primary commodities,
the positive and significant coefficients are obtained for Malaysia
and -the Philippines. Those for Singapore and Thailand are also
positive but not significant, whereas that of Indonesia is negative
due to rapid inflation. Finally, in the case of Malaysia, theré were
the positive and significant relationship between the fluctuations of
machinery imports and exports of primary commodities on the one hand
and between capital formations and machinery imports on the other,

The relation between the fluctuations of machinery imports and export
of primary commodity of Thailand and the Philippines is ambiguous.
Nevertheless, the positive and significant relation between fluctuations

of capitsl formations and machinery imports are found in most cases.

On the whole, all findings related to ASEAN led to the
conclusion that the export instability, both in total ékpdrts and
primary commodity exports, has significant and detrimental effects
. on their economies, These findings make any scheme aimed at stabiliz-

ing: the export earnings more significant.

C. The Objectives and Scope of the Study

The main objective of this study is to examine whether and
how the compensatory financing schemes can be employed to stabilize -

the export earnings of ASEAN countries. However, we also iake into
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our consideration the possibility of price stabilization as an
alternative for earnings stabilization. As we have presented in the
literature survey section that price stabilization via buffer stock for
earnings stabilization is subjected to many conditions such as sources
of instability, the elasticities of demand and supply. Therefore, we
try to identify the instability origin of export earnings of primary
commodities of ASEAN countries and draw some implications for price
stabilization via buffer stock. But the compensatory financing scheme
is the main part of this study. What we would like to know are that,
firstly, how much fund is needed for the compensatory financing scheme
for ASEAN, Secondly, how the costs and benefits are distributed among
countries and commodities. Thirdly, we would like toc know the con-
sequential effects of different trigger thresholds for compensation on
the funds needed and the distribution of benefits. Finally, among

the various trigger thresholds, we would like to kpow what is the better
choice between compensatihg the shortfalls of commodities as a group

and that for individual commodities, in efficiency ground.

The commodities included in this study are those commonly
exported by ASEAN countries.28 The instability ofigin of each commodity
will be identified based on historical annual data during 1955-1976.

The compensatory financing schemes will be simulated by using past
data during the period of 1962-1975 in which the data of every

commodity of each country are avallable.

28The criteria for selecting commodities are discussed in
Chapter II. -
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With those objectives in mind, Chapter II will give the back-
ground of commodity exports of the ASEAN countries and the commodity
coverage of this study. Chapter III presents the methodology and the
empirical results of instability origin identification of the selected
primary commodities of the ASEAN countries. The methodology and
empirical results of ASEAN compensatory financing schemes are presented
in Chapter IV. The concluding chapter tries to draw some conclusions

and policy implications from the findings in the preceding chapters.



CHAPTER II

-~ a oo - BACKGROUND OF- PRIMARY - COMMODITY ‘EXPORTS OF ASEAN™ =+

AND THE COMMODITY COVERAGE

A, The Importance of Primary Commodities in ASEAN Exports

The‘ASEAN cdﬁﬁiries,:iike most less aeveloped countries, have

- substantially high percentages of primary commodities in their exports.1
- Table 2,1 presents the export values and the‘pércentage shares .of the
ASEAN countries' primary commodities ih‘their total exports, averaging
-over 1970-1975. The average value of the tofal primary commodity

- exports of Melaysia and Singapore werée 2,084 and 1,009 million US

' dollaré Which wéfe the highest éné.théiloWeSt, amééé;ﬁémbers, |

regpectively., But all members had the average value of the total

primary commodity exports not less than 1,000 million US dollars,

In terms of average percentage shares of total primary
commodity exports over 1970-1975, the ranks among member countries
are different from those in terms of average export values., The
countries! ranks, in terms of average percentage shares of total
primary commodity exports in total export values, from high ﬁo low,
are the Philippines, Thailand, Malaysia, Indonesia and Singapore, of

which the percentage shares were 86.07, 79.73, 78,71, 35.24 and

lPrimary commodities are the commodities classified under
Standard International Trade Classification (SITC) codes 0, 1, 2,
4 and 68, excluding mineral fuels (SITC 3).

18



TABLE 2,1

19

TOTAL EXPORT EARNINGS AND PRIMARY CCMMODITY EXPORTS OF ASEAN COUNTRIES,
AVERAGE QVER 1970-1975
(Thousand US dollars)

L L
Total Total Food & Beverages Crude Animal, Non-ferrous
Export Primary Live and Material Vegetable Metals
Earnings Commodity Animals Tobacco Excluding 0il, Fat
Exports Fuels
SITC 0 SITC 1 SITC 2 SITC 4 - SITC 68
Indonesia 3,628,643 1,278,809 254,577 28,113 815,307 89,180 80,001
(35.24) (7.,02) (0.78) (RR.47)  (2.46) (2.21)
Malaysia 2,647,674 2,084,034 156,191 13,133 1,202,290 300,790 411,630
(78.71) (5.90) (0.50)  (45.41) (11.36) (15.55)
Philippinesl, 670,196 1,437,581 523,473 24,369 690,937 176,163 22,641
(86,07) (31.34) (1.46)  (41.37) (10.55)  (1.36)
Singepore 3,393,517 1,009,545 251,716 19,582 646,669 81,089 10,490
(29.75) (7.42) (0.58) (19.06) (2.39) (0.31)
Thailand 1,501,630 1,197,263 770,160 17,202 308,982 - 100,919
(79.73) (51.29). (1.15)  (20.58) (6.72)
Note: Primary commodities consist of the commodities classified under

SITC O, 1, 2, 4 and 68,

the commodity's percentage share of totel export earnings.

The numbers in the parentheses represent

Source: Computed from data in UN Yearbook of International Trade Statistics,
various issues,
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29.75 percent reSpectively.2 These because the former three countries
are agricultural countries and hence high proportions of their exports
are primary-commodities. For the later two coﬁntries, the low figure
of Indonesia is the result of excluding mineral fuels (SITC 3) which
is its major export. Singapore has high development in manufactured
products which are accounted for the greater p¥oportion in its export

composition and primary commodities are accounted for the less proportion.,

The compositions of total primery commodity exports were
shown in Table 2.1, Under one-digit Standard International Trade
' Classification, Indonesia, Malaysia, the Philippines and Singapore
had crude materials excluding fuels (SITC 2) as their largest commod-
ity group in their primary commodity compositions, and this group
accounted for 22.47, 45.41, 41,37 and 19,06 percent respectivély,r
over the 1970-1975 period. Only Thailand had foodband live animals
(SITC 0) as its major composition which accounted for 51.29 ﬁercent,
but it did not export animal, vegetable oil and fat (SITC 4).
Malaysia had non-ferrous metals (SITC 68) and Thailand had crude
material excluding fuel (SITC 2) as their éecond major commodity
exports whereas food and live animals (SITC 0O) were the second major
commodity group of the other three members. The: third major com-

positions were animel, vegetable oil and fat (SITC 4) for all countries

2If mineral fuel (SITC 3) was included in primary commodities,
the percentage shares for the ASEAN countries in their total export
earnings would be about 90 percent.
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except Thailand, where non-ferrous metal (SITC 68) came third beverage
and tobacco accounted for very small shares for all countries' primary
commodity exporis, less than 1 percent for Indonesia, Malaysia and

Singapore, and 2 percent for Philippines and Thailand,

B. Commodity Coverage

Since we expect to draw some implications from the identi-
fication of instability origin for examining the stabilization scheme
in the Chapter IV, the choice of commodity coverage will be based on
this purpose. The proposed stabilization scheme to alleviate ASEAN
export earnings fluctuations is some compensatory financing schemes.
Therefore, the rules used in selecting the commodity coverage are as

follows :

1. OSince the ASEAN countries' export earnings are heavily
dependent on primary commodities, those commodities selected must be
primary commodities classified by Standard International Trade
Classification Codes 0, 1, 2, 4 and 68, The reason of excluding
mineral fuels (SITC 3) is that these commodities such that coal,
petroleum and petroleum products, natural gas and electfic energy have
special and complex characteristics which are different from other
primary commodities. The study of mineral fuels should be made
individually and carefully because of their complexity and hence

they are excluded from this study.



22

2. Each commodity must be an export of at least two member
“égﬁﬁf}ies.v This provides the possibility for compensation among
member countries in the compensatory financing scheme proposed in

Chapter IV,

3. There must be no trade among members in each commodity. This
gives more significance to ASEAN compensatory financing scheme since
the earnings of one country is at the expeﬁse of the others if that
commodity is traded among members. It is impossible to find, however,
that intra-ASEAN trade does not exist at 81l for such commodities.
Therefore, we have to relax this rule to some extent. The more
flexible rules are that firstly, from exporting counfries' standpoint,
the percentage share of each commodity exported fo each member country
should not exceed 10 percent of the total export earnings of that
commodity., Secondly, from the importing countries' standpoint, the
percentage share of each commodity imported from each member countf&h
should not exceed 10 percent of the total import value of that

comnodity. These figures, however, are arbitrarily determined.

According to the above rules, the commodities covered are
- presented in Table 2.2.3 They are raw sugar (SITC 0611), spices
(SITC 075), unmanufactured tobacco (SITC 121), oil seeds, oil nuts

and oil kernels (SITC 221), natural rubber {SITC 2311), wood, lumber

3The average values over 1974-1975 of imports and exports of
ASEAN countries were used to select the commodities for commodity
coverage.



TABLE 2,2

COMMODITY COVERAGE AND THE EXPORTING COUNTRIES OF ASEAN¥

SITC Commodity Export Exporting Country .

Indonesia Malaysia Philippines Singapore Thailand

0611 Raw Sugar 4 v
075 Spices v v 4 v
121 Tobacco, unmanufactured v v v

221 0il Seeds, 0il Nuts and

0il Kernels 4 4 4 4 4
2311 Netural Rubber Y 4 v v
24 Wood, Lumber and Cork v v Y Y
2836 Ores and Concentrates .

of Tin v v v
4222  Palm 0il v v v
4223  Coconut (Copra) Oil 4 v v

6871 Tin and Tin Alloys,
unwrought % v ' 4 v

*Commodities are selected besed on the data, averaging over 1974~1975,

Source: Reproduced from all tables in appendix A,
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?nd cork (SITC 24), ores and concentrates of tin (SITC 2836), palm
0il (SITC 4222), coconut oil (SITC 4223) and tin alloys, unwrought
(s1TC 68'71).4 These selected commodities all follow the first and
second rules, but some could not conform with the third rule, even
the more flexible one. Indonesia, Malaysia and Thailand had some
commodities, in the selected commbdity coverage, that exceed 10
percent of their total export values of those corresponding commod-
ities. Most of these commodities, however, were exported tb Singapore,
namely spices, oil seeds, oil nuts and oil kernels, natural rubber of
Indonesia, Malaysia and Thailand; and palm oil, coconut oil of
Malaysia (see Tables A,1, A.2, A.3, A.4, A.9 and A,10 in Appendix A).
Nevertheless, these commodities are selected in the study because
Singapore, unlike other members, behaves as an agent in importing
commodities from éther members and reexporting most of them to the‘_
worla market, after some simple processing. In this way, earnings
from those commodities of Indonesia, Malaysia and Thailand are not
really at the expense of Singapore, provided they are not imported
for final consumption of Singapore. Tin ores and concentrates of
Indonesia were exported mostly to Malaysia and they are covered in
this study for the same reason., For the import constraint, most
selected commodities of Singapore which exceeded 10 percent of the
corresponding commodities' import values were imported from Malaysia

(see Tables A.7 and A.8 in Appendix A). The same situation appeared

4We.consider commodities under one SITC code as one
commodity.,
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in Malaysia's imports, that is the commodities imported higher than
10 percent of their imports values were mostly imported from
Indonesia, Singapore and Thailand (see Tables A.3 and A.4 in Appendix
A). ‘However, the ahsolute value of these imports were very small “
comparing with Malaysia'é export of those commodities. For example,
Malaysia imported 16 million US dollars in nétural rubber from Thailand
which was 82.07 percent of Malaysia's total import of natural rubber,
Malaysia's total import of natural rubber was only 20 million US |
dollars comparing with 1,021 million US dollars of Malaysia's natural
rubber export. For tin alloys (SITC 6871), Malaysia im@orted from
Singapore the amount which accounted for 42.53 percent of the impdrt
value of 0,72 million US dollars. This value was very small compared

with 566 million US dollars worth of Malaysia's export of tin alloys.

However, wood, lumber and cork (SITC 24) will not be covered
in identifying instability origin, since there are problems of quantity

wnit.”?

5The quantity units are different between log, lumber and
cork, Also the quantity unit is different over time (some are in
cubic metres, some are metric tons). Moreover, the problem of
data availability cannot be solved, T '



CHAPTER III

IDENTIFICATION OF INSTABILITY ORIGIN IN PRIMARY

COMMODITY EXPORTS OF ASEAN

A, Conceptual Framework of Instability Origin Identification

An effective strategy cannot be initiated to eliminate the
fluctuation problems, unless the causes of instability are discovered.
One approach, among others, is to determine whether fluctuations in
export earnings from each commodity have been brought about by
supply or demand conditions. Since revenue is tﬁe pfoduct of price
and quantity, revenue fluctuations can be mainly caused by fluctuations
in price or in quantity or both. In identifying the instability
origin of each commodity export earnings, Koomsupl presented four pure
- and simple cases of fluctuations caused by either shifts in a demand
curve or shifts in a supply curve, added by graphical illustrations

which also presented as follows.

Case I: Shifts in a Supply Curve with an Inelastic Demand Curve

Case I is graphically shown in Figures 2.1(a) and 2.1(b).
With a given inelastic demand curve and some shifts in a supply curve

over time, the trend-corrected movement if export earnings will

1Praiphol Koomsup, op.cit., pp. 80-85.
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follow fluectuations in price.2 The shifts in a supply curve cause
price fluctuations, on the average, to be greater than quantity
variations because of the low elasticity of the demand curve. Hence
the correlation between revenue and price fluctuations are expected
to be higher than the one between revenue‘and quantity fluctuations.
Moreover, with downward sloping demand curve, the shifts in‘supply
lead pricewéhd”éﬁén£ity té‘move in opposite directions, and hence
revenue fluctuations will be less than price fluctuations because of
“this offseting effect but could be greater or less than that in

quantity.

Case II: OShifts in a Supply Curve with an Elastic Demand Curve

Case II is graphically shown in figures 2.2(a) and 2.2(b),
With elastic and downward sloring demand curve, the shifts in a
supply curve cause quantity fluctuations, on the average, to be
greater than that of pribe and also in opposite directions. Thus,
revenue will fluctuate less than quantity but its fluctuation could
be more or less than price. The positive correlation between
revenue and quantity fluctuations is expected to be higher than that
betweeﬁ revenue éﬁdupfice ﬁhich is likely to be negative. Consequently,
the trend-corrected revenue and quantity will move in the same

direction most of the time.

2o distinguish between the concept of "fluctuations" and
that of "growth rate", Koomsup introduced time trend to measure
export fluctuations more precisely.



- FIGURE 3,1

CASE I: SUPPLY SHIFTS AND INELASTIC DEMAND
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FIGURE 3.3

CASE III:; DEMAND SHIFTS AND INELASTIC SUPPLY
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CASE IV: DEMAND SHIFTS AND ELASTIC SUPPLY
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Source: Praiphol Koomsup, "Export Instability and Export
Diversification: A Case Study of Thailand,"
(unpublished Fh.D, dissertation, Yale University,
1978), pp. 82-83.
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Therefore, these two cases can be identified by two steps.
First,'reQenue wiil have "non-~explosive" movement, that is the degree
of reVenue instability is lower than either of those for price
instability or quantity instability. Second, to determine the
elasticity of demand, if price instability is higher than quantity
instability and the correlation between revenue instability and price
instabilitybis significantly high or higher than that between revenue
and quantity, then it is case I (inelastié demand ). If everything

is in reverse, then it is case II (elastic demand).

Case III: Shifts in a Demand Curve with an Inelastic Supply Curve

With the shifts in a demand curve intersecting the upward
sloping supply curve, price and quantity will change in the same
direction, Thus, revenue fluctuations will follow both price and
quantity and will have a rather "explosive" movement in the sense
that revenue instability will exceed the variation levels of both
price and quantity. Further, since the constant supply curve is
inelasfic, quantitj valuations will be less than those of price (see
Figures 2.3(a) and 2.3(b)). Hence, fluctuatiéns in revenue and price
will be more highly correléted than the relationship between revenue

and quantity fluctuation over time.



31

Case IV: OShifts in a Demand Curve with an Elastic Supply Curve

In this case revenue fluctuations still have an "explosive"
movement relative to price and guantity for the same reason as in
case III, But in case IV, unlike case III, quantity variations will
be gféater than those of price because of elastic supply curve (see
Figures 2.4(a) and 2.4(b)). Thus, the correlation between revenue and
quantity fluctuations is expected to be higher than that between

revenue and prices fluctuations.

In summary, revenue will have an "explosive" movement
relative to price and quantity for both cases of demand shifts (case
III and case IV). Further more, if price fluctuations are higher
than those of quantity, coupled with the high correlation between
revenue and price fluctuations companied with that between revenue
and quantity, then it is case III. If everything is in reverse,

case IV explained the situation.

The above conceptual framework is based on the approximately
linear normal demand and supply curves, with shifts in either demand
curve or supply curve, In reality, fluctuations in export.éarnings
of a commodity is fhe result of the combination of shifts in both
demand and supply of that commodity. But what we would like to find
out is whether demand and supply is the dominant factor causing
fluctuations in each commodity's export earnings. In most cases,

however, Koomsup pointed out that only one case is found to be more
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crucial then the other.2 This also was confirmed by the findings of
Pupphavesa in which he examined further the simultaneous shifts,

magnitudes and direction, in supply and demand curve.

B. Methodology for Instability Origin Identification in ASEAN

Commodity Exports

To examine the instability origin of primary commodities of
ASEAN countries, we have at least three major problems which we have
to solve at the first step, They are mainly the problems of choice.
The first onc concerns with the choice of commodity coverage already
discussed in Chapter II;' The néxt pfoblem is what measure will be
the best one in measuring the level of instability. Finally, for
instability origin identification, what statistical procedure will
be employed which will correspond to the conceptual framework pre-

sented in the preceding section,

1. Measure of Instability

To study instability in export earnings, the insiability
index has to be constructed as a measure of instability. Before
going through the discussion 5f instability index, we have to dis-
tinguish between the concept of "fluctuations" and that of growth

rate. Eventhough the two are expected to behave similarly over a

3Praiphol Koomsup, op.cit., pp. 79,

“Wigarn Pupphavesa,. "Export Instability in ASEAN Countries,"
Op. Cit. s ppo 4.35“4.54.
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period of time, it is not certain that the correlation between the
two is perfectly positive, Usually, it tends to have growth in
export earnings over time, therefore the fluctuations measured by the
annuel changes in level of export earnings could not reflex the

"pure fluctuations." Thus, the better measure of fluctuations should
be the-deviations from some time'tfends. There are two techniques'

in estimatingrtime trends.
a) The Mathematical Trend Line

This involves fitting a linear function of time either to
the logarithm of export earnings or to export earnings. The fitting
of either a logarithmic or linear function implies assumptions both
on the deterministic and random components of export earnings. If
the logarithmic function is fitted, the assumption is that the
deterministic component is exponential and the random commonent is
either independent of time or autocorrelated, If the linear function
is used, the deterministic component is assumed to be proportional
to time. But it is well known in econometrics that criteria such as
goodness of fit cannot be uséd to distinguish between the functional
forms of the deterministic component.5 For instance, it is possible
that the true functional form has a poor fit for the years of sample
if the random component of export earnings is large or autocorrelated.

But the incorrect functional form may have a good fit by chance.

5Odin Knudsen and Andrew Parnes, op.cit., pp. 9.
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Moreover, the exponential time trend yields the constant growth rate of

export earnings through the years of sample.
b) The n-year Moving Average Technique

The method of moving averages in violating the trend is
extremely flexible in the sense that the trend is not forced to
conform to any particular mathematical function.6 In other words,
this procedure provides each year's expectations of export earnings
which are specified by only earnings for n years and not by the
entire period of observations and hence decreases the bias introduced
by the misspecificetion of the exponential or linear function that
wasAdiscussed in the previous section. The 5-year moving average
trend probably best represents a medium~term trend for most macro-
economic variables.7 Therefore, moving averages tend to provide a
realistic description of past trends in a time series and mey be
espécially uséful when studying deviations from trends of export

earnings.

Our instability index will be c¢onstructed based on the five-
year moving average trend line because of its advantages previously

discussed. The absolute percentage deviations from five-year moving

6William C. Merrill and Karl A, Fox, Introduction to
Economic Statistics, (New York: John Wiley & Sons, Inc., 1970),
Pp. 471-74,

7Praiphol Koomsup, op.cit., pp. 18-19.
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average trend line is used to compute our instability index. The’

formula is :

X - X
(1) I. = _"_l—— : I—Lr—;g' X 100, 1 = 1, 23.0..«0’ T

where, Il = the‘instability index of commodity i,
Xt' = the export earnings of commodity i at time t,
Xy = the export earnings of commodity i at time t on

the five-year moving average trend line.

The advantage of using the absolute percentage deviations
from trend is that it takes into account the relative size of
fluctuations, The absolute size of fluctuations may overstate or
understate the instability level of commodity export earnings. For
iﬁstance, with the same level of absclute fluctuations, the
instability index will be understated with the lower trend value
and overstated with the higher trend value (the same fluctuations of

5 dollars from the trend values of 10 and that of 50 dollars).

This type of index will be employed for export earnings and
price of commodity export as well as quantity export for all
commodities in our commodity coverage in identifying instability

origin of commodity exports.

2. Statistical Methodology in Identifying Instability Origin

We adopted Koomsup's methodolegy which has been discussed

in the previous section of conceptual framewofk. Therefore, to
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identify the dominant source of fluctuations we first have to see
whether the degrée of revenue instability (RI) is lower than either
of those for price instability (PI) and quéntity instability (QI).

If this is so, then RI is said to be non-explosive and_fluctuations
in earnings come mainly from shifts in supply. Then we can determine
whether it is case I{(inelastic demand) or case II (elastic demand)

by examining if :
(i) QI is less than PI; and

(ii) the correlation between RI and PI is significantly high

or higher than that between RI and QI.....

If both (i) and (ii) are true, then instability is of the

type in case I. If not, then case II explains the situation,

However, if RI is greater than both PI and QI, RI is
explosive and is likely to be brought about by demand shifts. Again,
to decide if it is case III (inelastic supply) or case IV (elastic

supply), we must see if :
(i) QI is less than PI; and

(ii) the correlation betweeh RI and PI is significantly high

or higher than that between RI and QI.

If the answer to (i) and (ii) are affirmative, it is case

III. If not, the situation is likely to be categorized into case IV.
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Statistically, we will regress RI cn PI and RI on QI by
employing the simple regression technique, The coefficient of
determination (RB) will be the indicator of correlation between RI

and PI and those between RI and QI.

3. Data Collection

The data used are annual data of export earnings of each
selected commodity in terms of US dollars, The unit values are the
proxy for export prices of commodities. Each commodity'sdhnit value
is obtained by dividing its export earnings by its quantity exports.
The annual data of export earnings and quantities are secondary

data mainly collected from UN Yearbook of International Trade Statistics,

over the period of 1955-1976, The length of period is different from
commodity to commodity, but the shortest pericd is from 1962 to 1975.
If the data for some particular years are not available, we inevitably

had to collect them from other sources, nemely UN Commodity Trade

Statistics, FAO Trade Yearbook.

C. Empirical Results

The empirical results of instability origin of selected
primary commodities will be presented in two categories, First,
the ingtability origin will be identified on a country-by-country
basis. Second, the cross country resultslwill be examined for the

commodity-by-commodity basis,
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1. Country-by-Country Study

a) Indonesia

The instability indices of* prices, quantities, and earnings
of individual selected export commodities in Indonesia are shown in
.Iable 3.1. Tables 3.2 and 3.3 contaln the results of linearvleast-
sqqafe'régréSSion between RI and QI, and between RI and PI respec=
tively. The results of source identificetion of earningériﬁsfébility
for indivi;ual‘selected commodities in Indonesia are shown in Table
3.4, The first observati@n on the overall results in Table 3.1 is
that all selected commodities of Indoﬁesia have explosive movements
. in earnings for both foodstuffs and réw materials with the exception
of palm oil, These results indicate .that the shifts in demand are
the sources.of earnings instebility for all commocdities, except palm
'oil which is caused by the shifts in supply (see Table 3.4). However,
our findings mostly conform with Pupphavesa's findings, except in
the case of tobacco.8 The second observation is that among six
“commoditieé‘whichnare in the cases of demand shifts, four commodities
are 6iASSified in case III (i.e. demand shifts and inelastic supply),
namely spices, tobacco, 0oil seeds and natural rubber. Tin alloys are
classified in case IV (i.e. demand shifts and elastic supply), but

1t is inconclusive for tin concentrates (see Table 3.4). Palm oil

: 8Wi§§;n.Pupphavesa, "Export Instability in ASEAN Countries,"
OE.Cit., ppc 4.31-4.35. -
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TABLE 3,1 . .

AVERAGE ANNUAL FIGURLS FOR THE ABSOLUTE VALUES OF PERCENTAGE
DEVIATION FROM FIVE-YEAR MOVING AVERAGES OF PRICE,
QUANTITY AND EARNINGS OF INDONESIA'S SELECTED
EXPORT COMMODITIES, 1955-1976

—_— . " i . w
Price Quantity Fernings +  Period
SITC Export Commodity FluotuationsFluctuations Fluctuations Coverage
(%) (%) (%)
075% Spices 24,85 22,02 31,13 1955-1976
121 Tobacco, unmanufnctured 30,01 18,46 ,32‘25 1955-1976
221 o1 Seeds, 0il1 Nuteg
and 011 Kerncls - 28,25 ¢ 22.74 28,80 1955-1976
2311 Natural Rubber 25,72 5.98 27.24 1955-1976
2836 Ores ond Concentrates
of Tin 34.03 22,51 47,89 1955-1976
4222  Palm 0il 33.18 28,37 31.52 1955-1976
6871 Tin and Tin Alloys, -
unw: ought 21,47 58.44 64,06 1955-1976
®he data of spices for 1964-1965 are estimated by assuming,
empirically, fixed proportion between SITC 075 and SITC 075.1.
bThe data of SITC 221 for 1964-1965 arc egtimated by assuming,
empirically, the fixed proportion bétween SITC 221 and the
average of SITC 221.2 and 221.3.
Note : All fluctuations are measured in terms of percentage deviations

from five-year moving averages.

Source: Computed from data in UN Yearbook of Intcrnational Trade

Statistics, various issues.
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TABLE 3.2

REGRESSION RESULTS ON THE RELATIONSHIP BETWEEN EARNINGS FLUCTUATIONS
AND QUANTITIES FLUCTUATIONS IN INDONESIA'S SELECTED

EXPORT COMMODITIES, 1955-1976

(RI), = o + B (0I)
* (ta) (tg)

i

4222 Palm Oil

6871 Tin and Tin Alloys,

where, (RI), is fluctuations in earnings from export i,
(QI)% is fluctuations in quantity of export i,
o , B are a constant and a coefficient respectively, and
ta,tB are t-statistics of o and { respectively.
—— ————— ——
SITC Export Commodity o B R2 F p.u.P
. e e f
075 Spices -4 .55 0.68 0.23 4 .70 L.44
(-0.54) (2.17 P
121 Tobacco, unmanufactured -5,01 0.60 0.12 2.16 1.59
- (-0.52) (1.47) £
221 0il seeds, 0il Nuts and Oil -3.79 0,77 0.31 7.13% . 1.48
Kernels (-0.52) (2.67
2311 Natural Rubber -3.64  1.49%  0.09 1.65 1.81f
: (-0.45) (1.29) . ’
2836 Ores and Concentrates of Tin - 0.53 1.19 0.4678 14.06 1.70

(0.,05) (3.75) .
-4.,28 0,18  0.06 0.97 1.77
- "~ (-0.46) (0.99)
unwrought  -7.65  1.02%  0.89  134.15°  1.19%
(-1.31) (11.58)

&The
bThe
CThe
dThe
€The
£The
SThe

estimate
estimate
estimate
estimate

is
is
is
is

significantly nonzero at the 0.5% lavel.
significantly nonzero at the 2.5% level.
significantly nonzero at the 5.0% level,
significantly nonzero at the 25,0% level.

F-statistics indicate significantly nonzero at 5.0% level,

Dubin-Watson tests indicate no autocorreiation at the 5.0% level,
Dubin-Vatson tests indicate inconclusive results at the 5.0% level.

hyo superscript is designated to the Dubin-Watson test whieh cannot be
done because of insufficient observations.

Note: The figuresin parentheses are t-statistics

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE 3.3

REGRESSION RESULTS ON THE RELATIONSHIP BETWLIEN EARNINGS FLUCTUATIONS
AND PRICE FLUCTUATIONS IN INDONESIA'S SELECTED
EXPORT COMMODITIES, 1955-1976
(RI), = o + £ (PI),
i (tg) (tg)
where, (RI), ie fluctuations in earnings from export i,
(PI); 1is fluctuations in price of export i,
o e & are a constant and a coefficient respectively, and

ta’tB are t-gtatistics of & and B respectively.
SITC Export Commodity a 8 R2 F p..f
(tg)  (tg)
075 Spices : -1.49 0,922 0,67  32.07° 2,219
» . (-0.27) (5.66) c
121 Tobacco, unmanufactured 1.27 0,908 0,68 33,79° 1,484
0 {0.27) (5.813 d
221 0il Seeds, Oil Nuts and Oil -3.02  0.68% 0.45 13.30° 2,51
Kernels a (~0.46) (3.65)
2311 Natural Rubber ~ - -0.03  1.01* 0.96 383.91° 2,72°
- (-0.02) (19.59) a
2836 Ores and Concentrates of Tin . 1.37  0.92%  0.4666 14.00°  2.50
_ _ ©(0.,13)  (3.74) d
4222 Palm 0il -2.89 7 0,732  0.61  24.49¢ 2.35
(=0448) (4.95)
6871 Tin and '‘Tin Alloys, unwrcught -9.23  1.24b 0,22 oy 1.654

(-0.58) (2.12)

AThe estimate is significantly nonzero at the 0.5% level,
bThe estimate is significantly nonzero at the 5.0% level,
CThe F-statistics indicate significantly nonzero at 5.0% level,

The Dubin-Watson tests indicate no autocorrelation at the 0.5% level,
€The Dubin-Watson tests indicate inconclusive results at the 5,0% level,
No superscript is designated to the Dubin-Watson test which cannot

be done because of ingsufficient observations.

Note: The figures in the parentheses are t-statistics

Source: Conputed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE 3.4

IDENTIFICATION OF SOURCES OF INSTABILITY IN EARNINGS OF
* INDONESIA'S SELECTED EXPORT COMMODITIES

N R R S e S S B
SITC Export Commodity Demand Supply Case

Shifts Shifts  Number

Q75 Spices

v I11
121 = Tobacco, unmanufactured " 111
221 0il Seeds, Oil Nuts and 0il Kernels. ‘/ I1I
2311 Natural Rubber v 11T
2836 Ores and Concentrates of Tin | v Inconclusive
4222  Palm 0il : v I
6871 Tin and Tin Alloys, unwrought v v

Note: Case I: Supply shifts and inelastic demand.
Case II: Supply shifts and elastic demand.
Case III: Demand shifts and inelastic supply.
Case IV: Demand shifts and elastic supply.

Source: The process of identification is by examining the results
in Tables 341, 3.2 and 3.3.
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is the only one commodity which fall in the supply-shift case and is
put in case I (i.e. supply shifts and inelastic demand). Finally,
‘most of the~selected commodities -of Indonesia have prices fluctuations
higher than those of quantities, regardless of the fluctuations in
earnings (see Table 3.1), and their instability origin (i.e. case I
and case III in Teble 3.4). And RI of the commodities which fall in
case I and case III are highly correlated fo PI rather than 0I (sée

Tables 3.2 and 3.3).

To conclude, Indonesia's selected primary commodities have
high fluctuations in export carnings mainly due to the shifts in
demand affecting the earnings through the fluctuations in prices

rather than quantities,
b) Malaysia

The instability indices of prices, quantities and earnings
of individual selected commodities in Malaysia are shown in Table
3.5. Tables 3.6 and 3,7 contain the results of linear least-square
regression between RI and‘QI, and between RI and PI respectively.
The results of source identification of earnings instability for
individual selected export commodities in Malaysia are shown in
Table 3.8. The first observetion on the overall results in Table
8 is that oil seeds, coconut oil and tin alloys have the explosive
movements in earnings, while spices, natural rubber and palm oil

have the non-explosive ones, In other words, among the foodstuffs,



4,

TABLE 3.5

AVERAGE ANNUAL FIGURES FOR THE ABSOLUTE VALUES OF PERCENTAGE
DEVIATION FROM FIVE-YEAR MOVING AVERAGE OF PRICE,
QUANTITY AND EARNINGS OF MALAYSIA'S SELECTED
EXPORT COMMODITIES, 1956-19752

L -~ ]

SITC Export Commodity Price Quantity Earnings Period
Fluctuations Fluctuations Fluctuations Coverage

(%) (%) (%)

075 Spices 13.09 11.10 12,24  1960-75
221° 0il Seeds, 0il Nuts

and 0il Kernels 15.81 12,75 26.57  1960-75
2311 Natural Rubber 57.38 - 3.24 16{55 1956-75
4222  Palm 0il | 11.84 4,67 11,41 1956-75
4223 Coconut (cépra) 0il 12,01 18,67 18.84  1956-75

6871d Tin and Tin Alloys, ° '
: unwrought - 7.07 8.17 10.24 195675

%Malaysia here included West Malaysia, Sabeh (North Borneu) and
Sarawak. «

bSaban's export of SITC C75 is excluded for 1961 and the data
of SITC 0751 is used as the estimate for 1970 period,

CThe data for 1961 is from FAO Trade Yearbook.

dThe data for 1973 is from UN Commodity Trade Statistics.

Note:  All fluctuations are measured in terms of percentage deviations
from five-year moving averages.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues,
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TABLE 3.6
REGRESSION RESULTS ON THE EELATIONSHIP BETWEEN EARNINGS FLUCTUATIONS
AND QUANTITY FLUCTUATIONS IN MALAYSIA'S SELECTED
' EXPORT COMMODITIES, 1956-1975

(RI), = + B (ar);
B T Rk T

where, (RI); is fluctuations in earnings from export i,
(@I); is fluctuations in quantity of export i,
s é are a constant and a coefficient respectively, and

o
ta’ts are t-statistics of o and £ respectively,

SITC  Export Commodity o B R? F p.w.f
(tg) (tg)

Spices -3.72 0,56 0,26 3447 1.73
(=0.95) (1.26)

0il Seeds, 0il Huts and 0.85 1,60 0,61  15.37° 2.39
0il Xernels (0.14)  (3.92)

2311 Natural Rubber _ -1.67 3,858 0.72 35,04 2,074
(-0.59) (5.92)

4222 Palm Oil -7.95 ~-0,19 0.01 0.1C 1.14€
. | (-2.01) (-0.32)

4223 Coconut (Jopra) 0i1 -2.86 0,03  0.67 28.21°  1.60%
) (-0.76)  (5.31)

6871 Tin end Tin Alloys, unwrought -2.88 0.82% 0.54 16,29°¢ 1,30°

(-1.27)  (4.04)

&The estimate is significantly nonzero at the 0.5% level.

bThe estimate is significantly nonzero at the 10.07 level.

CThe F-statistics indicate signifieantly nonzero at 5.0% level.

dThe Dubin-Watson tests indicate no autocorrelation at the 5.0% level.

€The Dubin-Yatson tests indicate inconclusive results at the 5.0% level.

fNo superseript is designated to the Dubin-Watson test which cannot be
done because of insufficient observations.,

Note: The figures in the parentheses are t-statistices.

Source: Computed from data on UN Yearbook of International Trade
Statistics, various issues,
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TABLE 3.7

REGRESSION RESULTS ON THE RELATIONSHIP- BETWEEN EARNINGS
FLUCTUATIONS AND PRICE FLUCTUATIONS IN MALAYSIA'S
SELEGTED EXPORT COMMODITIES, 1956-1975

| i
£ (ty) (tg)
where, (RI). is fluctuations in earnings from export i,
(P1)} is fluctuations in price of export i,
a are a constant and a coefficient respectively, and
ta,tB are t-statistics of o and B respectively.

SITC  Export Commodity o B R° S
: (tq) (tg)
075  Spices -1.65 0.55¢  0.29 4el2 2,38
(=0.42) (2.03) : d
221 0il Seeds, Oil Nuts and 3.83 1.268  0.65 18,85 1.41
, 0il Kernels (0.64) (4.34)
2311 Natural Rubber -1,14 0.53 0,09 1.37 2.18¢
S (-0.23)  (1.17
4222  Palm 0il -3.71 0.84 0.79 1.83  53.16F
C(-2.12)  (7.29) a
4223  Coconut (Copra) 0il ~4.63 0.75°  0.26 5,01 1,928
(-0.83) = (2.24) 4
6871 Tin and Tin Alloys, -1.85 0.78t  0.29 5,61 1.318

unwrought (0.63) (2.37)

8The estimate is significantly nonzero at the 0.5% level,

The estimate is siguificantly nonzero at the 5.0% level.
gThe estimate is significantly nonzero at the 10,0% level.

The F-statistics indicate significantl; nonzero at the 5,0% level.
€The Dubin-Watson tests indicate no autocorrelation at the 5,0% level,
fThe Dubin-Watson tests indicate negative autocorrelation at the 5.0%

level,
€The Dubin-Watson tests indicate inconclusive autocorrelation at the

5.0% level.

No superscript is designated to the Dubin-Watson test which cannot

be done because of insufficient observations,

Note: The figures in the parentheses are the t-statistics,

Source: Computed from data in UN Yearbook of Intermational Trade
Statistics, various issues.
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IDENTIFICATION OF SOURCES OF INSTABILITY I EARNINGS OF

- MALAYSIA'S SELECTED EXPORT COMMODITIES

in Tables 3.5, 3.6 and 3.7,

SITC Export Commodity Demand Supply Case
Shifts Shifts Number
075  Spices v I
221 0il Seeds, 0il Nuts and 0il Kernels v s s:
. 2311 Natural Rubber v Inconclusive
4222 Palm Oil v I
. 4223 Coconut (Copra) 0il v v
. 6871 Tin and Tin Alloys,vunwrought v Iv
Note: Case I:  Supply éhifts and inelastic demand.
Case I1:. OSupply shifts and elastic demand.
Case III: Demand shifts and inelastic supply.
Case IV: Demand shifts and elastic supply.
Source: The process of identification is by examining the results
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the earnings instability of oil sceds and coconut oil are due to
demand causes, and in contfasf those of spices and palm oil are’
subject to supply shifts., For raw mapefial comquities, the earnings
fluctuatlons of natural rubber are caused by supply shifis but those
Tof tln alloys are caused by shlfts in demand (see Table 3 8).

After examining the degree of fluctuation of price and quantity in
Table 3.5 and the corrélation between RI and PI, and between RI and.
QI in Tebles 3.6 and 3.7, spices and pelm oil are classified into
case I (i.e. supply shifts and inelastic demand). Coconut oil and
tin alloys fall in case IV (i.e. demand shifts and elastic supply)
and oil seeds 1s in case III (i.e., demand shifts and inelastic supply ).
Only natural rubber is inconclusive since its price fluctuations are
mach higher than quantity fluctuations but the correlation between

RI and PI is lower than that between RI and OI (see Tables 3.5, 3.6
and 3.7). It can be observed that there is no sufficient evidence
that the numbers of commodities whose earnings instability are
Closeiy related tc price (cases I and III) is lerger than the numbers

of commodities which RI are closely related to QI (case IV).
¢) The Philippines

The instability indices of’pfices, guantities and earnings of
individual selected export commodities in Philippines are shown in
Table 3.9. Tables 3.10 and 3.11 contain the results of the linear

least-square regression between RI and GI, and between RI and PI
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TABLE 3.9

AVERAGE ANNUAL FIGURES FOR THE ABSCLUTE VALUES OF PERCENTAGE

DEVIATION FROM FIVE-YEAR MOVING AVERAGE OF PRICE,
QUANTITY, AND EARNINGS OF THE PHILIPPINES'
SELECTED EXPORT COMMODITIES,

1955-1976
—
Price Quantity ‘Earnings Period
SITC Export Commodity Fluctuations Fluctuations Fluctuations Coverage
’ (%) (%) (%)
0611%  Rew Sugar . 8,34 8,23 14.89 1955-76
121 Tobacco, unmanufactured 12,96 15.45 13.09 1961-76
221°  0il Seeds, 0il Nuts
‘ and 0il Kernels - 10.10 15.52 9.46 1961-76
4223 Coconut (Copra) 0il 18,39 13.36 19.16 1955-176
%The data o¢ SITC 0611 dUrlpg 1955-1967 are those of "contrifugal"
only.
PThe date are. of c0pra (uI”C 2212) only.
Note: A1l fluctuutlons are measured in terms of percentage deviations

from five-year mov1ngTQVérages.

Source: Computed from data in UN Yearbook of International Trade

Statistics, various issues,
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TABLY 3.10

REGRESSION RESULTS ON THE RELATIONSHIP BETWEEN EARNINGS
FLUCTUATIONS AND QUANTITY FLUCTUATIONS IN

THE PHILIPPINES' SELECTED

EXPORT COMMODITIES,
1955-1976

((RI); = o + B (01

where, (RI),

('to(,) (tE)

is fluctuations in earnings from export i,

- (0I); is fluctuations in quantity of export i,
‘ a,”ﬁ are a constant and a coefficient respectively, and.
tystg are t-statistics of aand 0 respectively.
SITC Export Commodity a B 2 F p.w.4
(ty)  (tp)
‘ a
0611 Raw Sugar ~0.45 1.18 0.35 8,662  1,75¢
(-0.11) (2.94)
121 Tobacco, unmenufactured -3.25 0.32 0.15 1.44 1.07
(-0.66) (1.20)
221 0il Seeds, 0il Nuts - -1.,66 0.23 0.16 1.48 1.30
and 0il Kernels (-0.41) (1.22)
4223  Coconut (Copra) 0il -1.30 0.17 0.01 0.20 1,64°
(-0.20) (0.45)
8The estimate is significantly nonzero at the 1.0% level.
bThe F-statistics indicate significantly nonzero at the 5.0% level.
°The Dubin-Watson tests indicate no autocorrelation at the 5.0% level.
No superscript is designated to the Dubin-Wetson test which cannot
be done because of insufficlent observations.
Note:  The figures in the parentheses are the t-statistics.

Source: 'Computed from date in UN Yearbook of International Trade
Statistics, various issues.
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TABLE 3,11

REGRESSION RESULTS ON THE RELATIONSHIP BETWEEN EARNINGS' FLUCTUATIONS
AND PRICE FLUCTUATIONS IN THE PHILIPPINES' SELECTED
EXPORT COMMODITIES, 1955-1976

(RI), = o + B (PI),
* (tg)  (tg) *
where, (RI), 1is fluctuations in earning from export i,
(P1)} is fluctuations in price of export i,
o, B are a constant and a coefficient respectively, and
tystg are t-statistics of o and B respectively.

SITC Export Commodity . . o B _ R? ro . pw.°
(ta)  (tp)
0611 Raw Sugar -1.27 1.08% 0,76 51.43¢ 1.844
(-0.49) (7.17)
121  Tobacco, unmanufactured 0.20 0.390  0.21 2,13 " 1.83¢
(0.0/'P) (1-46)
221 0il Seeds, 0il Nuts ~-0,28 0.4 - 0.04 0.32 1.20
and 0il Kernels (-0.06) (0.57)
4223 Coconut (Copra) 0il 4,09 0.67% 0,71 39.31° 1,554
(-1.18) (1.27) .
gThe estimate is significantly nonzerc at the 0,5% level.
The estimate is significantly nonzero at the 25.0% level.
CThe F-statistics indicate significantly nonzero at the 5.0% level,
The Dubin-Watson tests indicate no autccorrelation at the 5.0% level,
. ®No superscript is designated to the Dubin-Watson test which cannot
be done because of insufficient observations,
Note: The figures in the parentheses are the t-statistics,

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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" TABLE 3,12

IDENTIFICATION OF SOURCES OF INSTABILITY IN EARNINGS OF
THE PHILIPPINES' SELECTED EXPORT CCMMODITIES

SITC Export Coﬁmodity Demand Supply Case

: Shifts Shifts Number
0611 ﬁaw Sugar v o III
121 Tobzcco, unmanufactured Y Inconclusive
221 0il Seeds, 0il Nuts end Oil Kernels Y 11
4223 Coconut (Copra) 0il v IIT

Note: Case I: Supply shifts and inelastic demand,
Case II: OSupply shifts and elastic demend,
Case III: Demand shifts and inelestic supply.
Cape IV: Demand shifts and elastic supply.

Source: The process of identification is by examining the results
in Tables 3.9, 3.10 and 3.11,
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respectively. The results of source identification of earnings
instability for individual selected commodities of the Philippines
are shown in Table 3.12, All selected commodities in Table 12 are
foodstuffs but only two, namely, raw sugar and cocconut oil, have
explosive movements in earnings and both are clagsified in case III
(i.e. demand shifts and inelastic supply) as shown in Table 3.12.

0il seeds, in which we consider only copra, have a non-explosive
movement and hence supply shifts can be claimed to be the dominant
source of earnings instability. In Tables 3.10 and 3.11, the
correlation between RI and QI of o0il seeds is higher than that between
RI and PI, therefore; the supplj shifts of oil seeds is coupled with
elastic demand as in case II (see Table 3.12). For tobacco, we can
only ideﬂtify the source of earnings instability which is due to
supply shifts. We cannot determine the elasticity of demand for
tobacco since the result of the degrees of QI and PI in Table 3.9
contradicts the results of the :orrelation between RI and QI and that
between RI and PI of tobacco in Tables 3.10 and 3;11 respectively.

In other words, the classification of tobacco is inconclusive.
d) Singapore

The instability indices of prices, quantities and earnings
of Singapore's individual selected commodities are shown in Table
3.13. Tables 3.14 and 3.15 present the linear least-square

regression between RI and I, and between RI and PI of each commodity
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TABLE 3.1

AVERAGE ANNUAL FICURES FOR THE ABSOLUTE VALUES OF PERCENTAGE
DEVIATION FROM FIVE-YEAR MOVING AVERAGL OF PRICE,
QUANTITY, AND EARNINGS OF SINGAPORE'S SELECTED
EXPORT COMMODITIES, 1957-1976

—
Price Quantity .. Earnings Period
SITC Export Commodity Fluctuations Fluctuations Fluctuations Coverage
(%) (%) (%)
075  Spices 9.93 11,96 70 1962-76
2212  0il Seeds, 0il Nuts
: and 0il Kernels 11,52 27,85 : 34,27 - 1962-76
2311 Natural Rubber 13,97 8.53 17.98 1957-76
2836 Ores and Concentratés
of Tin ' 17.18 32.58 22.94 1962-76 -
4222 Palm Oil . 14,01 : 8.31 16,12 1957-76
4223 Coconut (Copra) Oil 16,74 13.86 17.59 1957-76

8The deta for the period of 1973-76 are from UN Commodity Trade
Statistics,

Note: All fluctuations are measured in terms of percentage deviations
from five-year moving averages.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues,
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TAELE 3,14

REGRESSION RESULTS ON THE RELATIONSHIP BETWEEN EARNINGS FLUCTUATICNS
AND QUANTITY FLUCTUATIONS OF SINGAFPORE'S SELECTED
EXPORT COMMODITIES, 1957-1976

(RI); = a + B (o1)y
‘Where, (RI), is fluctuations in earnings from export i,
(0I)7 is fluctuations in quantity of export i,
Oy Bi are a constant and a coefficlent respectively, and
typtpg are t-statistics of o and B respectively.

L AT

SITC Export Commodit, o 8 R2 F D.W.8
(t'u,) (tﬁ)
075 Spices -3.35 0.37¢ 0.28 3.55 1.89
(+1.25) (1.88)
221  0il Seeds, 0il Nuts 1.05 1.17%  0.92 101.23° 2.09
and 0il Kernels , (0.27) (10.06)
2311  Natural Rubber 1.15 1.35  0.40 9.25¢ 1,667
, (0.26) (3.04)
2836 Ores and Concentrates -3.79 0.44P C.60 13.44° 3.20
of Tin (-0.71) (3.673
4222  Palm 0il - -0.70 0.88 0.15 2,42 1.79f
- (-0.13) (1.563
4223  Coconut (Copra) 0il 0.77 0.54 0.18 2.97 1.68f
(0.13) (1.72)
8The estimate is significantly nonzero at the 0,5% level.
bThe estimate is significantly nonzero st the 1.0¢ level,
°The estimate is significantly nonzero at the 10.0% level,
dThe estimate is significantly nonzero at the 25.0% level.
€The F-statistics indicate significantly nonzero at the. 5.0% level.
The Dubin-Watson tests indicate no autocorrelation at the 5,0% level,
8No supersceript is designated to the Dubin-Watson test which cannot
be done because of insufficient observations.
Note: The figures in the parentheses are the t-statistics.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.




56

TABLE 3.15

REGRESSION RESULTS ON THE RELATIONSHIP BETWEEN EARNINGS FLUCTUATIONS
AND PRICE FLUCTUATIONS OF SINGAPORE'S SELECTED
EXPORT COMMODITIES, 1957-1976
+ (PI)

(RI), = 8 .
1 (,tB) 1

o
(ty)
~is fluctuations in earnings from export 1,

PI); is fluctuations in price of export i,
o, B~ are a constant and a coefficient respectively, and
ta,tB are t-statistics of o and R respectively.
:
SITC ~  Export Commodity a B R? F D.u.®
(t,) (tg)
075  Spices ; -4.,81 0.18 0.05 0.45 1.52
(-1.63) (0.67)
221  0il Seeds, 0il Nuts -7.59 1.34> 0.21 2.43 1.88
and 0il Kernels (-0.64) (1.562. . . a
2311 Natural Rubber -0.14 1.12 0.79 53.33°  1.52
: (‘0'06) (7030) .
2836 Ores and Concentrates -5.63  -0,51° 0,20 2.24 2.63
of Tin (-0.75) (-1.,50) 4
4222  Palm 0il 0.23 1,062 0.76  43.81° 1.41
(0.08) (6.62) 4
4223 Coconut (Copra) 0il -2.64 0.65% 0.49 13.24°¢ 2.22

(-0.58)  (3.64)

aThe estimate is significantly nonzero at the 0.5% level,

The estimate is significantly nonzero at the 25.0% level.

CThe F-statistics indicate the significantly nonzero at the 5.0% level.
The Dubin-Watson tests indicate no autocorrelation at the 5.0% level.
®No superscript is designated to the Dubin-Watson test which cannot

be done because of insufficient observations.

Note: The figures in the parentheses are the t-statistics

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE 3,16

IDENTIFICATION OF SOURCES OF INSTABILITY IN EARNINGS OF
SINGAPORE'S SELECTED EXPORT COMMODITIES

L - =  — S

SITC Export Commodity Demand Supply Caée
Shifts Shifts Number
075 Spices _ _ v/ 11
221 / 0il Seeds, 0il Nuts and 0il Kernels v Iv
2311 Netural Rubber oy ar
| 2836 Ores and Concentrates of Tin v 11
4222 Palm 051 A 111
4223 Céconut (Copra) Oili i Y 111

- Note:. Case I: - Supply shifts and inelastic demend,
Case II: Supply shifts and elastic demand.
Cage III: Demand shifts and inelastic supply.
Cese IV: Demand shifts and elastic supply.

Source: The process of identification is by examining the results
in Tebles 3.13, 3.14, and 3.15,
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respectively, The results of some identification of individual
selected commodities' earnings fluctuations are caused by the shifts

in demand (see Table 3.16) indicated by the explosive movements in

earnings of those commodities (see Table 3.13). These commodities =~

consist of foodstuffs (spices, oil seeds, palm oil and coconut oil)
and raw material (natural rubber) (see Tables 3.13 and 3.16).
Natural rubber, palm oil and coconut oil are classified in case III
(i.e. demand shifts and inelsstic supply), since each has its PI
higher than QI (see Table 3.13), and the correlation between RI and
PI is higher than that between RI and QI (see Tables 3.14 and 3.15).
Among the demand-shifts cases, only oll seeds are clagsified in case
IV which is demand shifts with en elastic supply., Spices and tin
concentrates fall in supply shifts and elastic demand (see Tables
3.13, 3.14, 3.15, and 3.16), For Singapore, the numbers of
commodities which earnings fluctuations are highly correlated with
prices (case III in Table 3.16) are equal to the numbers of commod-
ities whose earnings fluctuations are highly correlated to quantity

fluctuation (case II and case IV in Table 3.16).
e) Thailand

The instability indices of prices, quantities and earnings
of individual selected export commodities in Thailand are shown in
Table 3,17, Tebles 3.18 and 3,19 contain the results of linear

least-square between RI and QI, and between RI and PI respectively.



AVERAGE ANNUAL FIGURES FOR THE ABSOLUTE VALUES OF PERCENTAGE

ABLE 3,17

DEVIATION FROM FIVE-YEAR MOVING AVERAGE OF PRICE,
QUANTITY, AND EARNINGS OF THAILAND'S SELECTED
EXPORT COMMODITIES, 1955-1975

59

- = — 7 m
Price Quantity Earnings Period
SITC Export Commodity Fluctuations Fluctuations Fluctuations Coverage
* (%) (%) (%)
06112 Raw Sugar 66,98 38,86 45,88 1961-75
075®  Spices 9.54 26,83 28,22 1955-75
121 Tobacco, unmanufactured 8,32 22,01 26,07 1955-75
221 0il Seeds, 0il Nuts
and 0il Kernels 10 .80 11.63 11.54 195575
2311°  Netursl Rubber 23.77 5.39 16,31 1955-75
2836 Ores and Concentrates
of Tin 10,97 17.97 21.63 1955-67
68719  Tin and Tin 4lloys, : '
unwrought 8.19 8.60 10.47 1965-75
8The data ere from FAO Trade Yearbook.
PThe data for the period of 1967-1975 are from UN Commodity Trade
Statistics, various issues.
CThe data for 1966 are from UN Commodity Trade Statistics.
dSITC 687 1is used as the estimate for those of 1965,
Note: All fluctuations are measured in terms of percentage deviations

from five-year moving average,

Source: Computed from date mainly in UN Yearbook of International
Trade Statistics, various issues.
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TABLE 3,18

REGRESSION RESULTS ON THE RELATIONSHIP BETWEEN EARNINGS FLUCTUATIONS

AND QUANTITY FLUCTUATIONS OF THAILAND'S SELECTED:
EXPORT COMMODITIES, 1955-1975

(RI)i = + B (QI)
’ (t ) (tg)
where (RI)., is fluctuations inearni ngs from export i,
’ (OI)1 is fluctuations in quantity of export i,
o, BT are a constent and a coefficient respectively, and
. tysbg are t-statistics of  and g respectively.

e _ — e
SITC Export Commodity a B R? P D.W.8
0611 Raw Sugar - -16,13 0.53¢ 0.20 2.29 2.28
: (=0.97) (1.51) 4
075 Spices 1.10 0.91 0.86 88,27 2.20¢
(0.33) (9. Abg .
121  Tobacco, unmanufoctured -2.11 1.13 0.92 173.00¢ 1,10
(-0.78) (13.16)
221 0il Seeds, 0il Nuts and -1,07 0.32 0.09 1,40 2,04€
0il Kernels (-0.30) (1. 182 4
2311  HNatural Rubber -1.33 2,19 0.47  13.12 2,04
(-0.34) (3 62)
2836 Ores and Coneentrates of 0.65 C.90 60.96d 1.54
' Tin (0.18) (7 818 .
6871  Tin-and Tin Alloys, -6.39 1.40 0.80  19.46° 1.20
unwrought (-1.80) (4.41)

Note:

aThe estimate is significantly nonzerc at the 0.5% level,

bThe'estimate“is significantly nonzero at the 1.0% level,

CThe estimate is significantly nonzero at the 25.0% level.

dThe F-statistics indicate significantly nonzero at the 5.0% level.
€The Dubin-Watson tests indicete no autocorrelation at the 5,07 level
fThe Dubin-Vetson tests indicate positive autocorrelation st the 5.0%
level,

ENo superscript is d881gnated to the Dubin-Watson testn which cannot
be done because of insufficient observations.

The figures in the parentheses are the t-statisties.

Source: Computed from data in UN Yearbcok of International Trade

Statistics, various issues.
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TABLE-3.19

REGRESSION RESULTS ON THE. RELATIONSHIP BETWEEN EARNINGS FLUCTUATIONS
AND PRICE FLUCTUATIONS OF THAILAND'S SELECTED
EXPORT COMMODITILS, 1955-1975

CRD); = a o+ B (PD),
(ta) (tg) 7
where, (RI), is fluctuations in earnings from export i,
(PI)% is fluctuations in price of export i,
o, B are a constant and a coefficient respectively, and
ta:tB are t-gtatistics of o - and 8 respectively,

SITC Export Commodity a 8 R° F p.w.f
(%) (tg)
0611  Raw Suger -23,74 0.07 0.01 0.13 1.55
\ (-1.34) (0.36)
Q75 Spices -0.99 0.38 0.02 0.25 2,469
' (-0,11) (0.50)
121 Tobacco, unmanufactured ~2.32 2.29 0.53 16,92° _1,26¢
(-0.35) (4.11) 4
221 0il ‘Seeds, 0il Huts and ~0.69 0.54%  0.42  10.84¢ 2,57
0il Kernels (=0.24) (3.29)
2311  Natural Rubber ~ ~1,85  -0,05 0.01 0.09 1.894
(-0.35) (-0,30) ‘
28736 Ores and Concentrates 1.45 1.28P 0.59 10.20° 2,07
of Tin (0.20) (3.19)
6871 Tin and Tin Alloys, 6.53 0.87 0.16 0.92 1.02

unwrought (0.73) (0.96)

8The estimete is significantly nonzero at the 0,5% level.
bPThe estimate is significantly nonzero at the 2.5% level.
CThe F-statistics indicate significantly nonzero at the 5.0% level,
The Dubin-Watson tests indicate no autocorrelation at the 5.0% level,
€The Dubin-Watson tests indicate inconclusive results at the 5.0% level.
No superccript is designated to the Dubin-Watson test which cannot
be done because of insufficient observations.

Note: The figures in the parentheses are the t-statistics.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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.IDENTIFICATION OF SOURCES OF INSTABILITY IN EARNINGS OF

THAILAND'S SELECTED EXPORT COMMODITIES

SITC Export Commodity Derand Supply ‘Case
Chifts Shifts . Number

0611 Raw Sugar Y Inconclusive
075 Spices v

121 Tobacco, unmanufactured v

221 0il Seeds, Oil Nuts and Oil Kernels 4 Incoﬁclusive
2311  Natural Rubber v Inconclusive
2836  Ores and Concentrates of Tin v v
6871 Tin end Tin Alloys, unwrought v v
Note: Case I: Supply shifts and inelastic demand.

Case iI: Surply shifts and elastic demand.
Case IIT: Demand ghifts and inelastic supply.
Case IV: Demand shifts and elastic supply.

Source: The process of identification is by examining the results

in Tebles 3,17, 3.18 and 3.19,
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The results of source identification of Thailand's individual
selected export commodities are shown in Table 3,20. Such foodstuffs
as gpices and tobacco, and such raw materigl_as tin cpncentratgg_apd
tiﬁ éilé&é éli havé explosive ﬁévements in earnings (see Table 3.17)
and the correlation between RI and QI of these commodities are higher
than thét 5etween RI and PI (éee Tables 3.18 and 3.19), Therefore,
shifts in demand are identified to be the dominant cause of earnings
fluctuations in spices, tobacco, tin concentrates and tin alloys in
Thailand's selected export commodities. All of them are also
classified in case IV (i.,e. demand shifts and elastic supply) as shown
in Table 3.20, But for raw sugar, oil seeds and natural rubber, all
are found to be in the supply shifts cases, since they have the
non-explosive movement in earnings fluctuations (see Tables 3.17 and
3.20). But all of them cannot be classified into any particular case
since each has the contradictory results between the degrees of PI
and QI, and the correlation between RI and QI and between RI and PI
(seé Tables 3,17, 3.18 and 3.19). Thus, raw sugar, oil seeds and
natural rubber have the shifts in demand as their earnings instability
origin but they are inconclusive in their classification (see Table
3,20), Our findings are mostly the same as those of Koomsup9 in

the cases of tobacco, sugar, tin concentrates and tin alloys.

Koomsup and our findings in tobacco and sugar are different from those

9Praiphol Koomsup, op.cit., pp. 25.
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of PupphavesalO though the same methodology is emnloyed. These may

be the results of a significant difference in the time periods covered.

2. Commodity~by-Commodity Study

The selected commodities for ASEAN as a whole contain nine
commodities in which there are six food-type commodities and three
kinds of raw materials. The results of source identification of
individual selected commodities are shown in Table 3.21.T The first
observation from the results in Table 3.21 is that different export- .
ing countries in ASEAN are likely to have different sources of earn-
ings instability (i.e. shifts in demand or supply) in the same'export
commodity, except in palm oil and tin alloys (see Table 3.21). The
second observation is that some countries export the same commodity
and face the same source of‘instability, they are classified into
different case numbers.k;Afgédéjsample‘Qf this second observation is
the case of ggponuﬁ'dil::ﬁzhothéf'commoditvahich~refledts both
observétions is spices. The possible explanation of these results is
that different exporting countries may have different internal and

external circumstances in the same period of time.

The different sources of earnings instability in each
commodities cause difficulties in evaluating the dominant sources

of instability for an ASEAN stabilization policy. The implications

101 sarn Pupphavesa, "Export Instability in ASEAN Countries,"
oBoCit- ] ppo 4034"4635-



TABLE 3,21

IDENTIFICATION OF SOURCES OF INSTABILITY IN EARNINGS OF

ASEAN COUNTRIES!

SELECTED COMMODITIES
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e
SITC Export Commodity Exporting Demand  Supnly Case
Country Shifts Shifts  Number
0611 Raw Sugar Philippines v I11
Thailand v Inconclusive
075 Spices - Indonesia 4 111
Malaysia v I
Singapore Y 11
Thailand v Iv
121 Tobacco, unmanufactured Indonesia 4 111
Philippines v Inconclusive
: Thailand v v
221 0il Seeds, 0il Nuts and Indonesia v 111
0il Kernels Melegsia v III
Philippines v 11
Singapors Y v
Thailand v Inconclusive
2311 Natural Rubber Indonesia v 111
Malaysia v Inconclusive
Singapore Y 111
Thailand v Inconclusive
2836 Cres and Concentrates of Indcnesia v Inconclusive
Tin * Singapore v i1
Theiland v/ v
4222 Palm 0il Indonesia v I
Malaysia v I
Singapore 4 111
4223 Coconut (Copra) 0il Malaysia % STV
Philippines 4 IIT
‘ Singapore v/ ITT
6871 Tin and Tin Alloys, Indonesia v v
unwrought Malaygsia Y v
Thailand 4 v
Note: Case I: Supply shifts and inelastic demand.
Case II: OSupply shifts and elastic demand,
Gase III: Demand shifts and inelastic supply.,
Case IV: Demand shifts and elastic supply.
Source: Reproduced from Tables 3.4, 3.8, 3,12, 3.16 and 3.20,
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drawn from the results of source identification for stabilization
policy, especlally price stabilization, will be discussed in the
next section. At this stage we try to investigate the findings of
source identification in ASEAN selected export commodities in order .
to provide some Baokground for stabilization pclicy. Wé will
consider one commodity which is the exports of different countries
as if they were different commodities since the same commodity may
have different sources of instability when\it is expected by different
countries. For instance, spices will be counted as four commodities
since it is exported by Indonesia, Malaysia, Singapore and Thailand.
The justification of this type of analysis is that it gives the éame
weight to every exporting country among ASEAN, especially for the
stabilization policy purpose. There are 19 selected commodities
whose earnings fluctuations are mainly caused by demand shifts and 11
commodities which are subject to supply shifts (see Table 3.21).

The next oﬁservation is that there are 11 commodities whose earnings
fluctuations are highly correlated to the fluctuations in quantities
(i.e. case II and case IV in Table 3.21). And the commodities whose
earnings fluctuations are highly correlated to the flﬁétuationé in “
prices (i.e. case I and case III in Table 3.21) total 13 and 6
commoditics are inconclusive in the comparison of’their'cor;elatidn ,
between RI and QI, and that between RI and -PI.,. With these simple
observations, their implications for stébiiization policy will bew

discussed in the following section.
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D. Some Policy Implications for Stabilization Policy

Stabilization policies for alle?iating export earnings
fluctuations of primery ccmmodities consist of two types, namely price
stabilization scheme and compensatory financing séheme. The price ”
stabilization scheme will be examined in this section based on
the findings of source identification in the preceding section. The
summary of the effects of price stabilization via international buffer
stock on the earnings level, export earnings stability and welfare are

presented in Table 1.1 in the literature survey section of this study.

. From Tables 1.1 and 3,21, the results show tha£ the ASEAN
countries' export earnings stability could be achieved in those commod-
ities with demand shift case (i.e. case III and case IV in Table 3.21)
and the supply shift case with inelastic demand (i.e. case I in Table
3.21). There are 19 comm.oditiesll which fall in demand-shift
case, Only three commodities are supply-shift case with inelastic
demand (case I in Table 3.21), namely spices and palm oil of Malaysia
and palm oil of Indonesia. It is not certain that export earnings
stability of these three commodities will be stabilized since we do
not know the supply elasticity in supply-shift case which is required
to be sufficiently inelastic.12 For the.demand-shift case, a country

has to trade off between earnings stability, and lower export

llNuMbers of cormodities are counted on the individusl

exporting country basis as earlier mentioned.

12See foostnote 3 of Table 1.1,
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earnings level and pure welfare effect.13 Similarly, for eleven
commodities which fall in the supply-shift case, the ASEAN countries
slso have to trade off between destabilized export earnings, and
more export earnings level and pure welfare effects (see Table 1.1)
eventhough there are three commedities (case I in Table 3.21) whigh ...
--are likely to have both more export earnings level and stabilized
eafhings. But this conclusion is indefinite since the values of
.subﬁly elasticities are not known from the\aboVe analysis, hoWé#er;
we still cannot make any conclusion on the net effects of price
stabilization for the ASEAN selected commodities, since only the
numbers of demand-shift cases and supply-shift cases cannot give

us the answer, unless the quantitative effects are known.

Another way to examine the possibility of price stabilization
is to evaluate whether most commodities have high correlation
between RI and QI or between RI and PI, If most commodities have
high correlation betwee‘n" RI and PI, the price stebilization scheme
via interrational buffer stock will be pfovided fér mitigating ASEAN
countries' export earnings instability. Usiﬂézﬁhis concept, the
commodities which have high correlation between RI and PI in the
ASEAN selected export commodities total 13 commodities (i.e. the
ones which fall in cese I and case III in Table 3.21) accounted for

1891 million US dollars or 49.60 percent of total export earnings

1Measure of pure welfare effect was defined in footnote 2
in Table 1.1,
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TABLE 3,22

EXPORT EARNINGS OF THE SELECTEDR PRIMARY COMMODITIES
OF ASEAN CATEGORIZLD IN CASES OF SQOURCES OF
INSTABILITY, AVERAGE OVER 1970-1975
(Thousand US dollars)

— -

Zxport Earnings

Country Case I + Case II + Inconclusive
Case III Case 1V Case - All Cases
Indonesia 468,933 47,043 46,708 562,684
Malaysia 294,287 426,071 763,315 1,483,673
Philippines 549,056 130,411 22,436 701,903
Singapore 579,522 66,23% - 645,761
Thailand | - 151,700 268,410% 420,110
ASEAN 1,891,79¢ 821,464 1,100,869 3,814,131
(49.60) (21.54) (28.86) (100.0)

*¥Data in 1960-196% are used for tin concentrates of Thailand which
is one of the inconclusive cases of Thailand,

Note: Figures in the psrentheses are the percentage shares of each case
(each column) in the total value of all cases.

Case I:  Supply shifts and inelastic demand.
Case II: Supply shifts and elastic demand.
Case IIT: Demand shifts and inelastic supply.
Case IV: Demand shifts and elastic supply.

Source: Reproduced from Teble 3.21 and computed from data in
UN Yearbook of International Trade Stetistics, various
issues,
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of selected commodities of ASEAN (see Table 3.22). Eleven commod-
ities have high correlation between RI and QI (i.e. case II and

case IV in Table 3.21) accounted for 821 million US dollars or 21,54
percent of total export earnings of selected commodities of ASEAN
(see Table 3.22). There are six commodities which are inconclusive,
Because of these six inconclusive cases, the tentative conclusion
still cannot be made. Since these six commodities accounted for
substantial share in ASEAN, selected commodities exports that is

1,100 million US dollars or 28.86 percent.

Two conclusions can be drawn from the analysis. First, with
price stabilization policy, there is a tendency for the ASEAN
countries to trade off between the export earnings stability, and the
export earnings levelé and pure welfare effects. Second, from our
simple analysis the definite conclusion cannot be made unless the
exact quantitative results of demand and supply elasticities must be
known in determining the effects of price stabilization on the

selected commodities of ASEAN countries.



CHAPTER IV
COMPENSATORY FINANCING SCHEMES FOR ASEAN

A, Introduction

In Chapter III we have identified the source of instability
in export earnings of ASEAN selected commodities from which the
implications for price stabilization scheme have been drawn to be
indefinite. Therefore, in this chapter we try to examine the com-
pensatory financing scheme which seems to be better alternative to
stabilize export earnings in selected primary commodities of ASEAN
countries. Section B will present the conceptual framework of com=-
pensatory financing scheme. The methodology employed for ASEAN com-
pensatory financing scheme will be discussed in Section C. Finally,
the empirical results will be shown in Section D énd the concluding

remark will be presented in Section E.

B. Conceptual Framework of Compensatory Financing Scheme

Compensatory financing defined in a strict sense consists of
a fund which stabilizes a cquntry's export earnings over a medium-term
trend by compehsatingwfofmshortfalls frbmlfhe trend énd réqﬁiring -
repayment when export earnings rise above the trend. The existing
compensatory financing schemes are considered as the aid instruments
in the sense that the developed countries as the importing countries

of primary commodities transfer the financial grants to the

71



72

less~developed countries which suffer from the high fluctuations in
earnings of thelr primary commodities exports. The needs of this
type of scheme rise up rapidly among LDC's with slﬁggish response
from DC's, But this study proposes the compensatory financing scheme
for ASEAN countries which is less dependent on the developed countries.
The idea is pooling financial resource among member couﬁtries of
ASEAN, This compensatory financing scheme for ASEAN will initiate

an amount of fund either by members'! contributions or borrowing from
financial institutions., This initiated fund, héreafter'referred to
as "The Fund", will be utilized at the beginning of the compensatory
finencing scheme to compensate the earnings shortfalls of member
countries of ASEAN, Each member will be compensated in the year of
earnings shortfalls and has to pay back to the Fund if the earnings
rise above the agreed trend. The Fund tends to be minimal if the
earnings fluctuations among member countries or among commodities

are in opposite directions and vice versa. The main features of

the compensatory financing scheme for ASEAN will be presented in

detail in Section C.

c. Methodology for ASEAN Compensatory Financing Scheme

Several variants of ASEAN compensatory financing scheme are
conceivable with different sets of alternative choices in such
properties as the target level, the terms and conditions of com-

pensation and repayment, This section discusses the appropriateness
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of the variants in regard to these main features of ASEAN compensatory
financing scheme. This study performs simulations of various variants.

of compensatory financing scheme for ASEAN countries assuming they had

g .
# R i o R

RSk i e
been in operation during the pegﬁod 1962-1975.

1. Country Coverage and Commecdity Coverage

Since the scheme is proposed to be independent to the commodity-
importing countries such as Japan or other developed countries, the
country coverage includes only members of ASEAN namely Indonesia,
Malaysia, the Philippines, Singapore and Thailand. Malaysia consists

of West Malaysia, Sabah (North Borneo) and Sarawak.

The criteria for commodity selection for commodity coverage
are the same as those stated in Chapter 2 and they are restated
here for continuity in contents., First, only primary commodities
under Standard International Trade Classification (SITC O, 1, 2, 4
and 68) are covered. Second, the selected commodities must not be
traded among member countries. “Since if they are so traded, the
earnings of one member can be the expenses of others. Finally,
each commodity must be traded by at least two member countries so
that there are counterpartners to transfer fund in case there is
an offsetting effect améng members advocating the idea of pooling
financial resources of the scheme. The selected commodities and
the exporting countries of ASEAN are shown in Table 2.2 to
gﬁarantee the significances of the selected commodities for the

compensatory financing scheme, Table 4.1 presents the export



TABLE 4.1

ASEAN EXPORT EARNINGS OF SELECTED PRIMARY COMMODITIES AND THEIR PERCENTAGE SHARES IN TOTAL EXPORT I‘ZARNINGS AND TOTAL PRIMARY
COMMODITES EXPORT EARNINGS, AVERAGE OVER 1970-1975

(’L‘housand us donu-s)
Conmodity . Tobaceo, 011 Seeds Wood Rough Coconut Tin® Total Export
Total Pf‘ml!'! Raw Sugar Spices unmanufactured! Of{l Nuts, ete.] Rubber Wood Shapedé Palm 011 (Copra) 011 E"_’ﬁi‘“&' b
Export Commodity | Value Value Value Value Value | Value 1 Velue Value Value " Selected
Country Earnings Export” | Export b Export % Export % Export % Export % Export % Export £ Export % Export JCommodities
Indonesta |3,628,643 {1,278,809 | - - [28,118 0.78 {24,478 0.68 | 19,925 0.55 {313,068 8.63 |384,187 10.59 | 83,344 2.30 | - - 93,762 2.58 | 946,882 (§6-l°)
2.20) (1.91) {1.56) (24.48) (30.04) (6.52) (7.33} 712~ o
Malaysin | 2,647,674 [ 2,084,034 - - 31,163 1.18 - - 7,737 0.29 763,315 28.83 |435,172 16.44 {255,387 9.65 | 17,788 o0.67 j408,283 15.42 | 1,918,843 57)
1.50) p(0.37) (36.63) 20.88) (12.26)] {0.85). (19.59) . (36 o
Prilippines| 1,670,196 1,437,561 |374,220 22.41 - - 22,43 1.3 (130,411° 7.81 - - 237,935 14.25 - - 1174,836 10.47 - - . 939,838 (65.38)
(26.03) (1.5€ {9.07) (16.55) - {12.16) 5,761 1903
Singapore | 3,393,517 |1,009,545 - - 52,372 (1 54) - - 6,627 (0.20) 509,084 (15.00) - - 56,940 (1.22) 13,498 0.ko 7,240 (g-%) 643, (63 ;7)
' 5.19 0.66 50.43 5. {1.34)
Thatland  }1,501,630 11,197,263 | 96,406 6.42 895 0.06 [16,674 1,11 {16,734 1.11 1155270 10.3, | 23,925 1.59 - - - - 99,652  6.64 409,556 (-;Z-gg’)
(8.05) (0.08) (1.39) (1.40) (12.97) (2.00) (8.32) e

b

“The sumation of SITC 242 and SITC 243.
Includes SITC 2836 and SITC 6871.

Note:

Source:

Computed from UN Yearbook of Internstiomal Trade Statistics, various issues.

Motal primary commodities exporis consist of the commoditiez clegsified under SITC @, 1, 2, 4 and 68,
only SITC 2212, Copra (excluding flour and meal).

Figures in the perentheses represent the percentage shares of each commodity in total primary commodfties exports.

7{{(



75

earnings of selected primary commodities and their percentage shares
“in total export earnings and total primary commodity export earnings
for each member country by averaging over the period of 1970-1975.
Malaysia's total export earnings of selected commodities are
accounted for 72.47 percent and 92.07 percent of the total export
earnings and the total primary commodity export earnings respective-
ly. The Philippines' total export earnings of selected commodities
are accounted for 56.27 and 65.38 percent of the total export
earnings and the total primary commodity export earnings respective-
1y. The percentage shares of the total selected commodities' export
earnings in total export earnings of Indonesia, Singapore and .}
Thailand are only 26.10, 19.63 and 27,27 percent respectively. Iﬁ
the case of Indonesia, this low figure is due to the exclusion of
mineral fuels (SITC 3) from the commodity selection. . It can be seen
that the percentage share of earnings in total selected commodities
rises up to be 74,04 percent of Indonesials total primary commodities’
export éarnings since the mineral fuels are excluded from both
export earnings. For.Singapore, the percentage share of earnings

in total selected commoditieé is raised to 63.97 percent of total
primary commodities' export earnings, This indicates the high

_ percentage share of earnings of total selected commodities in that
of total primary commodities of which in turn is the small component
in the total export, Unlike Indonesia and Singapore, Thailand's
fercentage share of earnings in total selected commodities ié low

compared with total export earnings (i.e. 27.27 percent) and there
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15 not much increase when compa;ed with its total primary commodities'
earnings (i.e. 34,21 percent, see Table 4.1), even though thé primary
commodities are the major components in its total exports. This is
as a result of excluding tapioca products and maize from Thailend's
selected primery commodities since there are no other ASEAN countfies
exporting these two commodities which is one of the commodity

selection criteria.

.From the country and commodity coverages, we can see that the
selected commodities are significant for the compensatory financing
scheme to alleviate the instability of ASEAN primary commodities

equrts.

2. Veriants of Compensatory Financing Scheme for ASEAN

This study proposes the compensatory financing scheme for
ASEAN to mitigate the fluctuations in export earnings of the primary
commodities only, not the total export earnings. Two alternative:
variants of the compensatory financing scheme will be examined,

they are :
a) Commodity Basket Variant

This variant is aiming at stabilizing the aggregated exports
of a group of selected commodities. This approach simply concerns

with mitigating the consequential damages on the macro economies



of the instability in the sum of exports of selected primary commod-
ities. .. It is certain that a stable flow of expcrts of the selected
commodities taken together_may conceal fluctuations of individual
comnodities and leave their adverse effects out of consideration,

It is an appropriate approach for the study in macro level and the
drawings of a particular country from the Fund tend to be less if
there is offsetting effects among,differept commodities of that
country. Apart from the possible offsetting effects among different
commodities of each country, it is also possible for offsetting
effects among the aggregated exports of selected commodities among
differeﬁt éountries, and hence less funds‘are needed for the
commodity basket variant in the compensatory financing scheme for
ASEAN, For the commodity basket variant, each country's compensation

and drawing will be calculated from the following formula :

A

(2) Loy = (K- LEORq, L0 Ry ar x> X

A ~
and (1 - K) Xo 1f Xgp < Xct

where, foy = the amount of'drawing if f.t is negative sign
and the améuntfof repayment if f , is positive
sign, |
X, = actual aggregated export earnings of selected
commodities of country c in year 1,
ict = the estimate of aggregated exﬁort earnihgs of

selected commodities of countiry ¢ in year t on

the medium-term trend,
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K = the given percentége of the estimated trend value
of which are the reference level for compensation or
drawing and repayment. The éxport earnings which is
in between the K percent above and below the trend
will not be compensated or repaid. Hereafter is
referred to as "the trigger threshold",

t = the time period varies from 1, 2, .e.., T,

¢ = the country subscription varies from 1, 2; ..., 5

(i.e. member countries of ASEAN).

Hence, the total fund needed in year t of the commodity basket
variant in the compensatory financing scheme for ASEAN can be calculated

from the following formula:

5
(3) Fy = czl ot
where, Ft = net fund needed in year t of the commodity basket

variant in the compensatory financing scheme for

ASEAN,

It is interesting to find an indicator for offsetting effects
both among different commodities of a given country and that among the
aggregated commodities»of the different countries., The correlation
coefficient can serves our objective and will be calculated by the

following formula :
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! e/
(4) 85 = qx E I/ )
t=1 M Oi 0j
where, ' Sij = +the correlation coefficient of export earnings
of commodity i and commodity j of a given
country,
ey = (Xy4 - X;y4) = the fluctuation of export earnings

of commodity i (Xit) from the trend value (iit)
at year t,

ey = (th - ﬁjt) = the fluctuation of export earnings
of commodity j (th) from the trend value (i&t)
at year %,

o, = the standard deviation from trend of the export

earnings of commodity i and j respectively.

Sij will be negative and positive value if there is offsetting
and reinforcing'of export earnings of commodities i and j respectively.
For each country, the correlations coefficients will be calculated
for all possible pairs of selected commodities of which it will indicate
the presence of the automatic stabilizer and destabilizer within a
couhtry. The same formula will be employed for calculating the
correlation among member countries' aggregated export earnings of
selected commodities indicating the offsetting and reinforcing effects

among member countries.
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b) Individual Commodity Variant

This type of variant is the same as the individual commodity
agreement mainly concerning with the sectoral aspect of the primary
commodity problems caused by several disruptions to individual industries.
There are two folds of pooling financial resource in this individual
commodity variant., Firstly, the financial resource will be pooled
among exporting countries of ASEAN within a given commedity if there
is an offsetting effect in export earnihgs of that particular commodity
among exporting countries. Secondly, the financial resources will
be pooled among different individual commodity agreements, if the
movements of amount of fund needed for éompensation and repayments
among different individual commodity agreements are in the opposite
directions, If these two-fold effects are present, the fund needed
for the compensatory financing scheme of the individual commodity

variant will be less.

The compensation and drawings of each country in an individual
commodity agreement will be calculated from equation (2). The net
fund needed for each individual commodity agreement will be calculated
by applying equation (3). Finally, the net funds needed for the
compensatory financing scheme in the case of the individual commodity
variant is simply the sum of individual commodity cases. An interest-
ing question is whether the fund needed in the individual commodity

variant is larger or smaller than in the commodity basket variant.,
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This depends on the offsetting and reinforcing effects among countries
in a given commodity agreement and also among the commodity agreements
which can be known from the value of correlation by applying equation
" (4). And the zbsolute amounts of net funds needed of these two

variants will be compared.,

It would alsc be interesting to determine whether these two
variants, which are partial in the sense that they do not cover all
export commodities, will stabilize and increase the export earnings
from all exports., We can examine this question by comparing the sum
of stabilizéd earnings of selected commodities and the earnings of
unselected commodities with the total export earnings of all commod-
ities when there is no stabilization. The above comparison concerns
with the level of total export earnings before and after stabilization.
The effects of stabilization can also be examined by comparing the
instability indices of total export earnings with no stabilization
and those after stabilization. This latter comparison concern with
the stability of expecrt earnings. These two comparisons will be
made for both va:iantg and the cross-variant comparisons.will be made

as well,

3. Target Level

Compensatory financing scheme aims at compensating countries
for deviations of earnings from their trend value. They, therefore,

contain an estimate of this trend value, which can be called their



82

"target" or "target earnings". It is important that this target be en
unbiased estimate of the trend value of earnings. The estimates of a
medium-term trend which reflects more sensitively the current develop-
ments of export earnings are widely accepted in many analyses of
compensation financing schemes as well as in our study. Jos de Vries
has discussed about various estimates of medium-term trend in many
aspects, especially the property of unbiasedness.l Vries concluded
that the ﬂarget earnings of STABEX which is calculated by taking

the average of earnings over the past four years leads to a full
stabilization of earnings only if they show no growth at all in the
long run, The target of the IMF compensatory financing facility which
is determined as the five-year mcving average of the earnings centered
on the shortfall year gives an unbiased estimate of the trend value

of earnings if earnings increase by a constant absolute amount. If,
instead, earnings grow at a consiant rate, an unbiased estimate of the
trend value of earnings can be arrived at by taking a five-year moving
geometric average of earnings centered on the shortfall year, Vries
also found out that commodity earnings have tended to increase by
constant absolute amounts in the past (up to 1973, at lecast). Hence,

an IMF-type target contributes most to stabilize commodity earnings.

Since the IMF-type target, which is used in this study re-

quires forecasts for export earnings for the two years following the

lJos de Vries, op.cit., pp. 7-19.
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shortfall .year, the following assumptions have to be made. First,
perfect forecast was assumed since actual trade data are‘uséd.
Second, these forecasts will be unbiased estimates of actual future
developments, Third, the operations of the compensatory financing-
schemes do not directi;kaffeét the export earnings patterns of the

member countries.

4, Trigger Threshold

The céﬁpensatory financing scheme in‘this study does not
reQuife the full compensation or repayment by ihe amdunt»of deviation
from the ﬁarget earnings. Instead, onlj thé earnihgs less than the
target level By a significantly iarge amount would be made eligible
for compensation. This reference level for.éompensation and rePéymént
cen be called "trigger threshold". The trigger thrésholds‘ of ﬂth_e |
compensétoryufinancing scheme in this study are arbitrarily choéen
at 5, 7.5 and 10 percent of the estimated trend values ebove and below
the trend values. The purposes of having varibus trigger‘threshblds “
are for the discussion on its appropriateﬁess in the sense that toMWhat
extent eXport earningé must be smoothed out for their fluctuations to
be acceptable2 and how the various trigger thresholds influence the

effectiveness of the compensatory financing scheme.

2Average level of fluctuations of the manufactured products
of the developed countries can be used as the magnitude of acceptable
fluctuations,
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5., Term and Condition of Compensation

The earnings shortfalls will be compensated based on nominal
f.o0.b. values of exports rather than the real incomes., Since to
base compensations on real incomes still commands much discussions
not only on the practical grounds but also on the justifications of

the idea itself.

The scheme for ASEAN in this study will compensate the.earnings
shortfalls of member countries in terms of loans rather than grants.
Compensation in terms of grants is not desirable mainly on the
efficiency grounds for the compensatory financing scheme, First,
compensation in terms of grants is another form of subsidy to the
industries may induce the deliberate creation of fluctuation. Second,
the compensatory grants tend to distort the income and probably lead
to resource misallocation betweeﬁ the profitable productions and the
unprofitable productions, Finally, compensation in terms of loans which
rsquires repayment in the year of surplus suits the objective of
compensatory financing scheme in smoothing out the flow of export

earnings to the trend values.

Another feature of compensation condition is that the
earnings shortfalls will be fully compensated after deducting by a

certain amount which equals the trigger threshold.
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6. Repayment System

 Repayments are required whenever the export earnings rise
‘gbove the target. Similar to the compensation condition, repayment
equals the excess of surplus over the given trigger threshold. This
symmetrical system of compensation and repayment is p?eferable as it
would balance the reductions in shortfalls and surpluses., Provided
that the target is a good estimate of the trend value and that
fluctuations are normally distributed, the shortfalls and surpluses
would balance within 3 to 5 years.3 However, -in actual operation,
this may not always be the case. In our study, we introduce the free
repayment system in the sense that the surpluses of member countries
must be paid to the Fund eventhough their compensatory loans were
paid up in the past. On the other hand, the countries must be
compensated whenever they have earnings shortfalls eventhough their
previous compensatory loans have not been paid up. In other words,
the repayment system in this study requires no fixed periods of
repayment. The reasons for tie free installment periods in repayment
are that, firstly, the fixed installmental periods such as five annual
insballment3nmy~enhance‘the_higher fluctuations in the country's export
earnings if that country is éonfronted with the shortfalls during the

installmental periods since that country is obliged to pay back its

3Rhomberg M. Fleming and L. Boissonneault, "Export Norms
and Their Role in Compensatory Financing," IMF Staff Papers, Vol.
10 (March 1963), pp. 97-149,
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previous compensatory loans. If this is the case, the effectiveness of

~ the comﬁensatory financing scheme will be lessened, Secondly, the frece
repayment system also follows the idea of pooling financial resources
among member countries. However, this repayment system may also induce
deliberate creation of fluctuations but in the long run these deliberately
created fluctuations will affect the target and hence the country will

be contronted with less opportunity for compensation,

7. Measures of Costs and Benefits

The various variants of the compensatory financing scheme for
ASEAN will be simulated assuming they had been in operation during the
period of 1962-1975., On the basis of these simulations, conclusions
will be drawn concerning the relative costs and benefits of alternative
variants (see Table 4.2) and their country distributions in the case
of commodity basket variants. The commodity distribution and country
distribution of benefits and costs will be examined in the case of
the individual commodity variant., Some measures of costs and benefits
have to be defined to evaluate tﬁe significance of various variants of
compensatory financing scheme. Morrison and Perez introduced three

measures of costs and benefits as follows 4
a) Average Annual Drawings or Compensations

This is probably the most appropriate measures cf benefits

which show the available financing generafed by the compensatory

4Thomas K. Morrison and Lorenzo Perez, op.cit., pp. 688.
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TABLE 4.2

SIMULATED VARIANTS OF THE COMPENSATORY FINANCING SCHEME FOR
ASEAN, ASSUMING IT HAD BEEN IN OPERATION
DURING 1962-1975

- e
Variant Type of Variant Trigger Threshold
Number (%)

1 Commodity Basket Variant 5.0

2 .+ Commodity Basket Variant 7.5

3 Commodity Basket Variant 10.0

4 Individual Commodity Variant 5.0

5 Individual Commodity Variant 7.5

6. Individual Commodity Variant . 10.0
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finanecing scheme.
b) Average Annual Net Cash Flow

This measure is simply defined by the drawings minus repay-
ments., This measure may not accurately reflect benefits in the sense
that if a country had repeid all loans by the end of the certain
period, its average annual net cash flow would be zero. However,
for the idea of pooling financial resources among member countries,
it cén, more or less, reflect the status of each member country to
the extent that what country is the net supplier and what country is

the net user of the financial resources pooling in the scheme,
¢) Average Annual Outstanding Balance

This measure shows to what extent funds were tied up in a
particular country and is probably a better indicator of benefits than

the average annual net cash flow,

8., Data Collection

The data used in simulations of the compensatory financing scheme
are the same as those used in identifying sources of instability. In
the simulations, we consider tin concentrates (SITC 2836) and tin
alloys (SITC 6871) as oniy one commodity since some membef countries,
for instance, Thailand exported only tin concentrates up to 1964 and

exported only tin alloys since 1968,
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The simuiations are based on the historical annual data for
the period 1962-1975, therefore, the compensation and repayment system
started operating in 1964 and e¢nding in 1973 as the result of fewer

estimates of trend values in using five-year moving average technique.

D. Empirical Results

The simulated results of the compensatory financing scheme
for selected primary commodities of ASEAN are analysed on the amount
of fund needed, the influential effects of various trigger thresholds
and the distributions of costs and benefits among countriés and
commodities;b We try to make comparison between the commodity basket
variant and the individual commodity variant in the analyses of those
consequential aspects of the compensatory financing scheme for ASEAN,
The empirical results are presented in four subsections., Section 1
presents the estimated costs and benefits of various variants of the
compensatory financing scheme. These estimates are for the compen-
satory financing scheme without taking the financial resource puvoling
into consideration, The results of the estimated costs and benefits
with resource pooling will be separately presented in another sub-
section, In subsection 2, the distributions of benefits are presented,
The estimated costs and benefits with resource pooling are shown in
subsection 3. Finally, the stabilizing effecte‘on both the export
earnings level and the export earnings stablility are presented in sub-

 section 4.
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1, Estimated Costs and Bénefits

The simulated results of various variants in the compensatory
financing scheme for ASEAN countries are presented in Table 4.3.
Without considering the resource pocling, the average annual drawing,
average annual net cash flow and the average annual outstanding
balance of the commodity basket variant with 5 percent for the trigger
threshold (variant No. 1) are egual to 222.8, 139.5 and 522 million
US dollars respectively. In other words, for the commodity basket
variant, variant No., 1, ASEAN countrics on the average draw 222.8 million
US dollars in each year, and leave 139.5‘million US dollars unpaid
each year resulting in 522 million US dollars being tied up in ASEAN
countries in each year. It should be noticed that the average annual
outstanding balance of variant No. 1 can be up to the maximum of
1774,6 million US dollars in 1972. Since the export earnings of every
ASEAN country rose rapidly in 1973, 1974 and 1975, therefore, the
estimated target earnings for 1972 by the five-year moving average

technique is much higher than the actual export earnings in 1972,

For the individual commodity varient, variant No. 4, the average
annual drawing, average annual net cash flow and the average annual
outstanding balance are 291.5, 133.5 and 512.2 million US dollars
respectively., Furthermore, the average annual outstanding balance of

the individual commodity variant with 5 percent for the trigger threshold

(variant No. 4) can rise up to the maximum of 1791.7 million US dollars

in 1972 . ¢
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TABLE 4.3

THE ESTIMATED COSTS AND BENEFITS OF VARIOUS VARIANTS OF THE COMPENSATORY
' FINANCING SCHEME FOR ASEAN, WITHOUT POULING THE FINANCIAL

RESOURCE, 1962-1975

(Thousand US dollars)

o - R
Average o -
Variant Type of Trigger Average Average’ Annual Maximum Annual
Number Variant Threshold Annual Annual Net Outstanding Outstanding
- (%) Drawings Cash Flow Balance Balance
1 Commodity Basket 5.0 222,894 139,504 522,038 1,774,642 (1972)
2 Commodity Basket 7.5 190,072 127,649 448,959 1,562,410 (1972)
3 Commodity Basket 10.0 161,565 116,110 384,424 1,353,360 (1972)
4 Individual Commodity 5.0 291,568 133,558 512,237 1,791,795 (1972)
5 Individusl Commodity 7.5 255,365 120,006 458,019 1,617,502 (1972)
6 Individual Commodity 10.0 221,276 102,190 386,287 1,400,966 (1972)
Note: Figures in the parentheses are the years in which the annual outstanding

balance are the highest.

Source: Computed from data in UN Yearbook of International Trade Statistics,
various issues,
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In comparing the estimated costs and benefits between those
of the commodity basket variants (variant Nos, 1, 2 and 3) and those
of the individual commodity variants (variant Nos. 4, 5 and 6), the
”average annual drawings, the average annual ou%standing balances and
the maximum annual outstanding balances of the commodity basket
variants, on the average, are less than those of the individual
commodity variants (see Table 4.3). In contrast, the average annual
net cash flow of the commodity basket variants are higher than those of
the individual commodity variants. These results from the above
comparison are very interesting. Firstly, it indicates that the
individual commodity variant seems to be more beneficial than the
commodity basket varliant in solvihg the instability problems of
commodities, since ASEAN countries can obtain greatér average annual
drawing from the former variant than those from the latter, This may
be that the individual commodity variant takes into consideration the
serious disruptions in individual commodities while the commodity
basket variant considers only the commodities as a group concealing
the problems of individual commodities. However, we cannot definitely
make such a conclusion since the individual commodity variant also
requires more fund and this information is not enough for us to make
any decision about the best variant for ASEAN countries, Secondly,
the findings indicate the cancelling-off effects among different
commodities in each country, since the cancelling-off effects of

different commodities smooth out the fluctuations of the export,
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earnings of the commodities as a group and hence the less average
annual drawing is required., These cancelling-off effects ameng
diffefent commodities are confirmed by some negative correlation
coefficients of different commodities in each country presented in

Tebles B,2, B.3, B.4, B.,5 and B.6 in appendix B,

The impacts of changing the trigger threshold percentage
can be seen by comparing the figures of wveriants No, 1, No, 2 and
No. 3 for the commodity basket variants and comparing the figures of
variants No, 4, No. 5 and No. 6 for the individuzsl commodity variants.
A 2,5 percent increase of the trigger threshold bring about some

13 percent decrease in each cost item.

A2. Distribution of Costs and Benefits

One of the major concerns about the costs and benefits of the
compensatory financing schemes for ASEAN is that for commodity and
country distributions of the benefits. Among the estimates of costs
and benefits, the average annual net cash flow may not precisely re-
flect the direct benefits, because it is, by definition, reduced in
proportion to the emount repaid by a recipient country during the
simulated period and can be zero. Thus, we mainly employ the
average annual'drawing which shows the aveilable financing generated
by the scheme and the average annual outstanding balance which
”indicates the extent to which funds are tied ub in a particular

country or commodity.



9%

Since the commodity basket variant is for the commodities as
a group, only country distribution can be examiﬁed. For the individual
commodity variant, we can examine the country.distribution, the commod-
ity distribution as Wellyas the. country distribution within each

commodity.
a) Country Distribution of the Benefits

Country distribution of the benefits generated by the
commodity basket variants are presented in Tables 4.4, 4.5 and 4.6 for
the 5, 7.5 and 10 percent of the trigger thresholds.respectively.
Tables 4.8, 4.9 end 4,10 present the country distribution of benefits
of which the trigger threshold percentéges are 5, 7.5 and 10 percent

respectively.

For the commodity basket variant with 5 percent trigger
threshold (varient No, 1), Malaysia, Indonesia and Singapore rececive
33.30, 29.90 and 17,19 percent of éhe total average annual drawings
respectively, leaving 12,97 and 6.64 percent for Philippines and
Thailand respectively. Comparing with the export shares of ASEAN
countries in selected commodities as & group in Table 4.7 the
distribution of benefits conforms with the countries' export shares,
with the exception of Singapore and Philippines which are ih reverse
order. Philippines accounted for 19.33 percent which isrgreéter
than 13,28 percent of Singapore in the export shares presented in

Table 4.,7. This may be the higher level of instability in total
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COUNTRY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY

THE COMMODITY BASKET VARIANT, VARIANT NO. 1
1962-1975%

(Thousand US dollars)

Country

Average
Annual
Drawing

Average
Annual
Net Cash Flow

Average Annual
Outstanding
Balance

Indonesia
Malaysia
Philippines
Singapore

Thailand

- 66,643 (29,90)

74,226 (33.30)
28,914 (12.97)
38,318 (17.19)
14,793 (6.64)

30,995 (22,22)
47,379 (33.96)
27,941 (20.03)
20,089 (14.40)
13,100 (9.39)

186,708 (35.76)
135,353 (25.93)
70,357 (13.48)
100,809 (19.31)
28,811 (5.52)

Total

- 222,894 (100.0)

139,504 (100.0)

522,038 (100,0)

¥For specification of variant, see Table 4.2.

Note: Figures in the parentheses are the percentage of the total.

Source:

Computed from date in UN Yearbook of International Trade

Statistics, various issues.



TABLE 4.5

COUNTRY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY THE

COMMODITY BASKET VARIANT, VARIANT NO. 2
1962-1975%

(Thousand US dollar)

Country

Average
Annual
Drawing

Average
Annual
Net Cash Flow

Average Annual
Qutstanding
Balance

Indonesia
Malaysia
Philippines
Singapore

Thailand

59,816 (31.47)
60,666 (31,92)
25,261 (13.29)
32,014 (16.84)

- - 12,315 (6.48)

29,182 (22.86)
44,192 (34.,62)
25,261 (19.79)
17,626 (13,81)

11,388 (8.92)

173,928 (38.74)
110,762 (24.67)
62,575 (13.94)
78,160 (17.41)

23,534 (5.24)

Total

190,072 (100.0)

127,649 (100.0)

448,959 (100.0)

*For specification of variant, see Table 4.2,

Note: Figures in the parentheses are the percentege of the total.

Source:

Computed from data in UN Yearbook of International Trade

Statistics, various issues,

—
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COUNTRY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY

THE

COMMODITY BASKET VARIANT, VARIANT NO, 3
1962-1975% '

(Thousand US dollars)

Average Average Average Annual
Country Annual Armual Outstanding

Drawing Net Cash Flow Balance
Indonesia 52,989 (32.80) 27,368 (23.57) 161,148 (41.92)
Malaysia 49,753 (30.79) 41,262 (35.54) 91,436 (23.78)
Philippines 21,608 (13.37) 21,608 (18.61) 50,901 (13.24)
Singapore 26,553 (16.44) 15,603 (13.44) 58,954 (15.34)
Thailand 10,662 (6.60) 10,269 (8.84) 21,985 (5.72)
Total 161,565 (100.0) 116,110 (100.0) 384,424 (100.0)

*For specification of variant, see Table 4.2.
1% ’ «

~ Note: Figures in the parenthesesbare the percentage of the total.

Source: Computed from data n UN Yearbook of International Traae

Stetistics, various issues.




selected commodities of Singapore than that of the Philippines (see
Table 4.7) outweighting the export shares and hence receiving the
greater average annual drawings for Singapore, But these outweighting
effects between the expéff share andtfhe ievel of instability do not
appear in the cases of other countries, since the difference of export
shares are quite large such as the case of Malaysia and Singapore,
Malaysia and Indonesia, and Philippines and Thailand. The rankings

of the beneficiary countries are the same when the trigger threshold
changes from 5 percent to 7.5 percent, but the shares of benefits

for Indonesia and Philippinés become greater whercas those of Malaysia
and Singapore become less and that of Thailand is rather”constant.
Thé3countfy‘diétfibtfion of benefitsvis changed when the trigger
threshold percentage increases to 10 percent thaﬁ is Indonesia is the
largest beneficiary country, leaving Malaysia be the second. This
also can be explained by the net effects of the shares in exports and
the levels of instability, since the bigger the trigger threshold
percentage, the less compensation the country with low instability
will receive because of the less influence of export share relative to

the smaller export share but with high instability,

The country ranking in the average outstanding balances of
the commodity basket variants are the same as the average annual
drawing comparing to the country share of export, with the exception
of Indonesia which has the highest average annual outstanding balance

(see Tables 4.4, 4.5 and 4.6).
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TABLE 4.7

THE INSTABILITY INDICES OF EXPORT EARNINGS OF TOTAL SELECTED
COMMODITIES IN ASEAN COUNTRIES AND THE COUNTRIES!
SHARES OF SELECTED COMMODITIES, 19062-1975

—
Instability Index® Export Shareb
Country (%) (Thousand US dollars)
Indonesia 27,79 946,884 (19.48)
Malaysia 11.86 - 4 1,918,846 (39.48)
Philippines 6.28 939,831 (19.33)
Singapore 15.41 645,763 (13.28)
Thailand . 8.77 409,558 (8.43)
Total ' - 4,860,882 (100.0)

aInstabiii‘ty index is calculated from the percentage deviations
from five-year moving average trend,
Averaging over 1970-1975.

Note: Thé figures in the parentheses are the percentages of the total,

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues,
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However, a 2.5 percent change of the trigger threshold
causes a changé of only 1 percent in the country distribution of
benefits (in percentage share of benefits) and some 8 percent change

in the absolute value of benefits (see Tables 4.4, 4.5 and 4.6).

‘In thé>e;ées of the individual commodity variants, the
absolute values of benefits both in terms of the average annual draw-
ings and the ave;age annual outstanding balance are greater than those
of the commodity basket variants for the same trigger threshold
percentage (see Tables 4.8, 4.9 and 4,10). The ranking of beneficiary
countries from high to low is different from that of the commodity
basket variant, especially in the case of the ten-percent trigger
thresholdi Melaysia, Indonesia, Philippines, Singapore ahd Thailand
receive 32.78, 26.09, 17.37, 15.29 and 8.47 percent of the total
average annual outstanding balance for variant No. 4 (see Table 4.8).
The country distribution of benefits in the individual commodity
variants are méfe‘conformed to the country relative share of exports
than that of the commodity basiket variants in terms of average annual
drawings (sce Tables 4.7, 4.8, 4.9 and 4.,10). Moreover, the ranking
of the beneficiary countries does not change duc to the changes in trigger
threshold percentages, eventhough the shares of benefits of Indonesia,
Philippines, Malaysia and Singapore have the same movements as in the
commodity basket variants (see Tables 4.8, 4.9 and 4.10). These

may due to the individual commodity variants direct towards the
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COUNTRY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY
THE INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 4

1962-1975%
(Thousand US dollars)

— . ——

Average Average Average Annual
Country Annual hnnual Qutstanding

Drawing Net Cash Flow Balance
Indonesia 76,059 (26.09) 30,401 (22.76) 186,335 (36.38)
Malaysia 95,568 (32.78) 40,328 (30.20) 126,842 (24.76)
Philippines 50,661 (17.37) 30,863 (23.11) 64,303 (12,55)
Singapore 44,576 (15.29) 19,260 (14.42) 102,840 (20.08)
Thailand 24,704 (8.47) 12,706 (9.51) 31,917 (6.23)
Total 291,568 (100.0) 133,558 (100.0)

512,237 (100.,0)

¥For specification of variant, see Table 4.2,

Note: Figures in the parentheses are the percentege of the total,

Source:

Computed from data in UN Yearbook of International Trade

Statistics, various issues,
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TABLE 4.9

COUNTRY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY
THE INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 5
1962-1975%

(Thousand US dollars)

o t—

- Average Average Average Annual

Country Annual Annual Outstanding
Drawing . Net Cash Flow Balance

Indonesia 69,821 (27.34) 28,158 (23.47) 172,224 (37.60)
Malaysia 81,317 (31.84) 34,588 (28.82) 106,310 (23.21)
Philippines 48,970 (17.22) 29,428 (24.52) 69,803 (15.24)
Singapore 38,289 (15,00) 16,419 (13.68) 81,040 (17.70)
Thailand 21,968 (8.60) 11,413 (9.51) 28,642 (6.25)
Total 255,365 (100.0) 120,006 (100.0) 458,019 (100.,0)

*For specification of variant, see Table 4.2,

Note:

Figures in the parentheses are the percentage of the total,

Séufceﬁ Computed from data in UN Yearbook of International Trade

Statistics, various issues.
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TABLE 4,10

COUNTRY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY

- THE INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 6

1962-1975%

(Thousand US dollars)

Country

Average
Annual
Drawing

_Average
Annual
Net Cash Flow

Average Annual
Outstanding
Balance

Indonesia
Malaysia
Philippines
Singapore

Thailand -

63,605 (28,74)
67,884 (30.68)
38,214 (17.27)
32,167 (14.54)
19,406 (8.77)

25,021 (24.48)"

26,728 (26.16)
26,897 (26.32)
13,653 (13,36)
19,89

(9.68)

157,839 (40.86)
79,146 (20.49)
66,591 (17.24)
59, 581 (15.42)

23,130 (5.99)

Total

221,276 (100.0)

102,190 (100.0)

386,287 (100.0)

¥For specification of variant, see Table 4.2.

Note:

Source:

Figures in the parentheses are the percentage of the total.

Computed from data in UN Yearbook of International Trade

Statistics, various issues.
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individual commodities! fluctuations which is more accurate in measur-
ing the fluctuations of the commodities than that just considers the

commodities as a group as the cpmmodity variants do.
b) Commodity Distribution of Benefits

Tables 4.11, 4.12 and %.13 present the commodity distribution
of benefits generated by the individual commodity variants with 5,
7.5 and 10 percent'of the trigger thresholds (variants No. 4, No. 5
and No, 6) respectively. Since the'impacts of changing the trigger
threshold percentage on the aistribﬁtion of benefits are very small
(comparing variants No. 4, No., 5 and No. 6 in Tebles 4.11, 4.12 and
4.13 respectively), we will examine the distribution of benefits
‘generated by the individual commodity variant with the five~percent
trigger threshold (variant No, 4 in Table 4.11). In Table 4.11, the
most benefitted commodity is natural rubber which accounts for 42.53
percent of the annual drawings and 47.76 percent of the average
annual outstanding balance comparing with its export share of 35.81
percent of the total selected commodity exports for ASEAN. The five
largest beneficiaries together receive 88.33 percent of the average
annual drawings and 89.23 percent of the average annual outstanding
balance comparing with their export shares taken together accounted
for 88,4 percent of the total selected commodities. These five
largest beneficiaries are natural rubber (SITC 2311), wood rough and

wood shaped (SITC 24), raw sugar (SITC 0611), palm oil (SITC 4222),
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TABLE 4,11

COMMODITY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY
THE INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 4
1962-1975%
(Thousand US dollars)

ST L Average  Average Annual . Export |
SITC Commodity Annual Outstanding Share
Drawing Balance
0611 Raw Sugar 35,109 (12.04) 54,207 (10,58) 470,626 (9.68)
075 Spices 5,212 (1.79) 12,100 (2.36) 112,548 (2.32)

121 Tobaceco, unmanufactured 3,912 (1.34) 4,492 (0.88) 63,588 (1.31)

221 0il Seeds, 0il Nuts
and 0il Kernels 9,477 (3.25) 16,201 (3.16) 181,434 (3.73)

2311 - Natural Rubber 123,997 (42.53) 244,660 (47.76) 1,740,737 (35.81)

24 Wood, Lumber and Cork® 46,473 (15.94) 79,940 (15.61) 1,081,219 (22.24)

4222 - Palm 0il : 26,777 (9.18) 49,247 (9.62) 395,671 (8.14)
4223 Coconut 0il 15,420 (5.29) 22,382 (4.37) 206,122 (4.24)
6871 . Tin® 25,191 (8.64) 29,008 (5.66) 608,937 (12.53)

Total 291,568 (100.0) 512,237 (100.0) 4,860,882 (100.0)

®For specification of variant, see Table 4.2.

Ponly wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concentrates (SITC 2836) and tin alloys,
unwrought (SITC 6871)

daveraging over the period of 1970-1975

Note: Figures in the parentheses are the percentages of the total.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.




TABLE 4,12

COMMODITY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY

THE INDIVIDUAL ' COMMODITY VARIANT, VARIANT NO. 5
1962-19752
(Thousand US dollars)

i
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o Average Average Annual
SITC Commodity Annual Outstanding
Drawing Balance
‘0611  Raw Sugar 31,793 (12.45) 52,256 (11.41)
075 Spices 4,370 (1.71) 9,966 (2.18)
121 Tobacco, unmanufactured 3,452  (1.35) 4,270 (0.93)
221 01l Seeds, 0il Nuts and
0il Kermels 8,034 (3.15) 15,818 (3.45)
2311 Natural Rubber 109,153 (42.74) 209,223 (45.68)
24 Wood, Lumber and Cork® 40,371 (15.81) 69,848 (15.25)
4222  Palm 0il 24,105  (9.44) 45,484  (9.93)
4223  Coconut 0il 13,871 (5.43) 23,950 (5.23)
6871  Tin® 20,216  (7.92) 27,204  (5.94)
Total 255,365 (100.0) 458,019 (100.0)
8For specification of variant, see Table 4.2.
bOnly wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concentrates (SITC 2836) and tin alloys,
unwrought (SITC 6871).
Note: Figures in the parentheses are the percentages of the total.
Source; Computed from data in UN Yearbook of International Trade

- Statistics, various issues,
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TABLE 4.13

COMMODITY DISTRIBUTION OF BENEFITS AND COSTS GENERATED BY
THE INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 6
1962-19752 .
(Thousand US dollars)

Average Average Annual
SITC Commodity Annual. OQutstanding
Drawing Balance
0611  Raw Sugar 28,669 (12.96) 50,002 (12.94)
075  Spices 3,716 (1.68) 8,655 (2.24)
121 Tobacco, unmanufactured 3,038 (1.37) 4,189  (1.08)
221 0il Seeds, 0Oil Nuts and
0il Kernels 6,691 (3.02) 12,722 (3.29)
2311  Natural Rubber | 94,308 (42.62) 164,867 (42.68)
2 Wood, Lumber and Cork® 35,252 (15.93) 60,514 (15.67)
4222  Palm Oil 21,546  (9.74) 41,282 (10.69)
4223 Coconut 0il 12,211 . (5.61) 22,791  (5.90)
6871  Tin® ¢ 15,645 (7.07) 21,265 (5.51)
Total 221,276 (100.0) 386,287 (100.0)

8For specification of variant, see Table 4.2. ;

Only wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concentrates (SITC 2836) and tin alloys,
unwrought (SITC 6871).

Note: Figures in the parentheses are the percentages of the total.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues,
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and tin (SITC 6871). Unlike the country distribution of benefits, .
the commodity distribution of benefits is, on the average, consistent

with the commodities! export sheres (see Table 4.11).
¢) Country Distribution of Benefits Within Each Commodity

It is.élsb interesting td examine the distribution of benefits
among exporting countries in each commodity. The impacts of changing
the trigger threshold percentege on the distribution of benefits among
countries can be seen by comparing the figures in Tables4.14, 4.15
and 4.16 which present the distribution of benefits among exporting
countries in each commodity with the 5, 7.5 and 10 percent of trigger
thresholds respectively. Teble 4.17 shows the country share of export

in" each commodity.

(1) Raw Sugar (SITC 0611)

There are two exporting countries of raw sugar in ASEAN
countries namely Philippines and Thailand, -The export shares of
Philippines and Theiland are 79.52 and 20.48 percent respectively (see
Table 4.17). Philippines receives about 73 percent of the average
annual drawing of raw sugar, leaving about 27 percent for Thailand.

The country distribution of benefits in raw sugar is, rather consistent
with the distribution of éxporf shares. Furthermore,a 2.5 percent
increase in the trigger threshold percentage induces about 1 percent

shift of the average annual drawing from ?hilippines to Thailand (see
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COUNTRY DISTRIBUTION CF BENEFITS WITHIN EACH COMMODITY OF THE
INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 4, 1962—19751

(Thousand Us dollars)'

SITC Commodity Average Annual Drawings
Indonesia Malaysin Philippines Singapore Thailand Total
0611 Raew Sugar - - 25,966 - 9,143 35,109
k (73.96) (26.02) (100.0)
075 Spices 2,900 1,025 - 1,157 130 5,212
(55.64) (19.67) (22,20)  (2.49) (100.0)
121 Tobacco, 2,724 - 821 - 367 3,912
wmanufactured (69.63) (20.99) (9.38) (100.0)
221 0il Seeds, 2,940 984 3,903 1,031 619 9,477
011 Nuts.end  (31.02) (10.38) (41.10)  (10.88)  (6.53) (100.0)
0il Kernels S
2311 Natural Rubber 27,412 48,036 - 38,001 10,548 123,997
(22.11)  (38.74) (30.65)  (8.50) (100.0)
2/, Wood, Lumber 21,495 16,565 7,479 - 934 46,473
and Cork (46.25)  (35.65) (16.09) (2,01) (100.0)
4222 Palm 0il 7,349 16,415 - 3,013 - 26,777
(27.45) (61,30) (11.25) (100.0)
4223 Coconut 0il - 2,038 12,492 890 - 15,420
: (13.22) (81,01) (5.77) (100.0)
6871 Tin® 11,239 10,505 - 484 2,963 25,191
(44.62)  (41.70) ©(1.92) (11,76) (100.0)
SFor specificetion of variant, see Table 4.2.
bOnly wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concentrates (SITC 2836) and tin alloys,
unwrought (SITC 6871).
Note:

Source:

Statistics,

Figurés in the parentheses are the perccntages of the total.

Computed from data in UN Yearbook of International Trade

various issues.
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COUNTRY DISTRIBUTION OF BENEFITS WITHIN EACHE CCOMMODITY OF THE
INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 5, 1962-1975%
(Thousand US dollars)

Statistics, various issues.

- ]
© SITC  Commodity Average Annual Drawings
Indonesia Malaysia Philippines Singapore Thailand Total
- 0611 ‘Raw Sugar - - 23,208 - 8,585 31,793
(73.00) (27.00) (100.0)
075 Spices 2,737 771 - Thé 118 4,370
‘ (62.63) (17.64) (17.03)  (2.70) (100.0)
121 Tobacco, 2,564 - 619 - 269 3,452
unmanufactured  (74.28) (17.93) (7.79) (100,0)
221 011 Seeds, 2,695 869 3,069 916 485 8,034
011 Nuts and (33.54) (10.82) (3£.20)  (11.40) (6.04) (100.0)
0il Kernels - ‘
2311 Natural Rubber 24,913 42,043 - 32,832 9,365 109,153
(22.82) (38.52) (30,08) (8.58) (100.0)
24 Wood, Lumber 19,748 14,026 5,829 - 768 40,371
' and CorkP (48.92) (34.74)  (14.44) (1.90) (100.0)
4222 Palm 0il 6,739 14,765 - 2,601 - 24,105
: (27.96) (61.25) . (10.79) (100.0)
4223 Coconut Oil - 1,867 11,245 759 - 13,871
(13.46)  (81.07) (5.47) (100.0)
6871 Tin® 10,425 6,976 - - 437 2,378 20,216
(51.57) (34.51) (2.16) (11.76) (100.0)
8For specification of variant, see Table 4.2.
boniy wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concentrates (SITC 2836) and tin alloys,
unwrought (SITC 6871).
Note: Figures in the parentheses are the percentages of the total.
Source: Computed from data in UN Yearbook of International Trade




TABLE 4.16

COUNTRY DISTRIBUTION OF BENEFITS WITHIN EACH COMMODITY OF THE
INDIVIDUAL COMMODITY VARIANT, VARIANT NO. 6, 196219758
(Thousand US Dollars)

T

"SITC Commodity

Average Annual Drawings

111

( 2.49)

(12.20)

Indonesia Malaysia Philippines Singapore Theiland Total
0611 Raw Sugar - - 20,642 - 8,027 28,669
(72.00) (28.,00) (100.0)
075 JSpices 2,575 536 - 498 107 3,716
(69.30) (14.42) (13.40) (2.88) (100.0)
121 Tobacco, 2,404 - 438 - 196 3,038
unmanufactured (79.13) (14442) (6:45) (100.0)
221 0il Seeds, 2,469 754, 2,300 801 367, 6,601
0il Nuts and (36.90) ~(11.27) (34.37) (11.97) (5.49) (100.0)
0il Kernels )
2311 Natural Rubber 22,415 36,049 - 27,662 8,182 94,308
(23:77) (38.22) (29.33)  (8.68) (100.0)
24 Wood, Lumber 18,003 11,873 4,758 - 618 35,252
and CorkP (51,07) (33.68) = (13.50) (1.75) (100.0)
4222 Palm 0il 6,129 13,228 - 2,189 - 21,546
(28.45) (61.39) (10.16) (100.0)
4223 Coconut 0il - 1,707 10,076 628 - 12,411
(13.75) (81.19)  (5.06) (100.0)
6871 Tin® 9,610 3,737 - 389 1,909 15,645
(61.42) (23.89)

(100.0)

aFor specification of variant, see Table 4.2.

bonly wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concer
unwrought (SITC 6871).

Note: Figures in the parentheses are the percentages of the total.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.

1trates (SITC 2836) and tin alloys,
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COUNTRY SHARE OF EXPORT IN EACH COMMODITY, AVERAGE OVER 1970-1975

(Thousand US do

1llars)

SiTa.wmw“

Commodity

I

L

" Export Eernings

— ]

. Indonesia Malaysla Philippines Slnganore Thelland  Total

OéiinRéﬁ Sugéfu
075 Spices -

121 Tobacco;
unmanufactured

221 0il Seeds,

' 0il Nuts and
0il Kernels

2311 Natural Rubber

24 Wood, Lumbper

and Corkb
4222 Palm 0il

4223 Coconut 0il

6871 Tin®

28,118 31,163
(24.98) (27.69)
'24y478 -
(38,50)

19,925 -17,737
(10.98) (4.27)

313,068 763,315
(17.99) (43.85)

384,187 435,172

(35.53) (40.25)
83,344 255,387

(21.06) (64.55)

- 17,788
(8.63)

93,762 408,283
(15.40) (67.05)

374,220 -
(79.52)
- 52,372
(46.53)
22,436 -
(35.28)
130,4112 6,627
(71.88) (3.65)
- 509,084
(29.24)
237,935 . -
(22.01)
.- 56.940
(14.39)
174,836 13,498
(84.82) (6.55)
- 7,240
(1.19)

96,406 470,626
(20.48) (100:0)
895 112,548
(0.80) (100:0)
16,674 63,588
(26.,22) (100.0)
16,734 181,434
(9.22) (100.0)
155,270 1,740,737
(8.92) (100.0)
23,925 1,081,219
(2.21) (100.0)
- 395,671
(100.0)

- 206,122
(100.0)

99,652 608,937

(16.36) (100.0)

80nly copra (SITC 2212).

bonily wood rough (SITC 242) and wood shaped (SITC 243).
CIncludes tin ores and concentrates (SITC 2836) and tin alloys,
unwrought (SITC 6871).

Note:

Source:

Figures in the parentheses are the percentages of the total,

Computed from data in UN Yearbook of International Trade

.. Statistics, various issues.
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EXPORT EAﬂN‘NGS INSTABILITY INDICES OF THE INDIVIDUAL -
SELECTED COMMODITIES

“.j R L AR T
. Earning
SITC Export Commodity Exporting Country Fluc?;%tions
0611 Raw Sugar Philippines 14,89
Thailand 45,88
075 Spices Indonesia 31.13
Malaysia 12,24
Singapore 7.70
Thailand 28,22
121 Tobaceo, unmanufactured Indonesia 32.25
Philippines 13.09
Thailand 26,07
221 0il Seeds, 0il Nuts and Indonesia 28.80
0il Kernels Malaysia 26,57
Philippines 9.46
Singapore 34,27
Thailand 11.54
2311 Natural Rubber Indonesia 27.24
Malaysia 16.55
Singapore 17,98
: Thailand 16,71
24 Wood, Lumber and Cork?® Indonesia 35,56
’ Malaysia 13.23
Pnilippines 14.25
: Thailand 15,99
4222  Palm 0il Indonesia 31.52
Malaysia 11.41
Singapore 16,12
4223 Coconut (Copra) 0il Malaysia 18.84
Philippines 19,16
Singapore 17.59
6871 Tin and Tin Alloys, unwrought® Indonesia . 43.43
Malaysia 9.19
Singapore 22.94
Thailand 12.02
a0nly wood rough (SITC 242) and shaped wood (SITC 243)
Tin ores and tin alloys (i.e. SITC 2836 and SITC 6871 respec-
tively ). ‘
Source: Computed from data in UN Yearbook of International Trade

Statistics, various issues,
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Tables 4.14, 4.15 and 4.16)., This may be the effects of the instab-
11lity levels outweighting the export shares for the bigger trigger
threshold percentage, since the export earnings instability level of

Thailand is 45.88 which is much higher than 14,89 of Philippines.
(2) Spices (SITC 075)

There are four exporting countries of spices namely
Indonesia, Malaysia, Singapore and Thailand., The ranking of export
shares from high to low is Singapore, Malaysia, Indonesia and Thailand
of which the export shares are 46.53, 27.69, 24,98 and 0.80 respec-
tively (see Table 4.17). But the ranking of benefited countries is
inconsistent with the export shares. Indonesia and Thailand are the
largest and smallest beneficiaries respectively for all trigger
threshold percentages (see Tables 4.14, 4.15 and 4.16). Singapore
and Malaysia are the second and third largest beneficiaries in the
five-percent trigger threshold and Malaysia becomes the second largest
beneficiary when the trigger threshold percentages become 7.5 and 10
percent, These findings of the impacts of the different trigger
threshold percentages can be explained by the outweighting effects
between the instability levels and the export shares (see Tables 4.17

“and 4.18).
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(3) Unmanufactured Tobacco (SITC 121)

Indonesia, Philippines, and Thailand are the exporting countries
of unmanufactured tobacco and the export shares are 38.50, 35,28 and
26.22 percent of the ASEAN tobacco export respectively (see Table 4.17).
The ranking of ihe benefited countries are consistent with those of
export shares, which Indonesia is the largest beneficiary and
Philippines and Thailand are ‘the second and the third respectiveiy
(see Tables 4.14, 4 15 and 4., 16) However, the benefits in terms of
average annual drawings are uneven distributed among those exporting
countries in relation to the dlstrlbutlon of export shares., For
instance, Indone31a recelves some 70 percent of the average annual
drawings leaving some 17 percent for Maleysia comparing with the
slightly difference iﬁ the expcrt shares of the two countries,

Moreover, the biggef the trigger threshold percentageé, £he greatef
the benefits are distributed to Indonesia and the less to Malaysia
and Thailand (see Tables 4.14, 4.15 and 4.16). Again, these findings
are the results of outﬁeighting effects between the instability level
and'the ekpcrt shares of the exporting countries (see Tables 4.17 and

4.18).
(4) 0il Seeds, 0il Nute and 0il Kernels (SITC 221)

The Philippines is the major exporting country accounted

for 71.88 percent of the ASEAN exports of oil seeds but its export
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earn%ngs instebility of this commodity is the lowest among exporting
countries (see Tables4,17 and 4,18). In the cése of Indonesia, its
export share is much lower than that of Philippines but its instability
level is much higher than that of Philippines. These contradictory
results affect the distribution of benefits of these two countries

when the different trigger threshold percentages are imposed. With

the five-percent and six-percent trigger thresholds, Philippines
receives greater average annual drawings then Indonesia but Indonesia
becomes 10 percent (see Tables4.l4, 4.15 and 4.16). The same

situation applies also to Singapore and Thailand.
(5) Natural Rubber (SITC 2311)

The case of natural rubber tends to confirm our explanation -
about the outweighting effects of the instability level and the export
share, Malaysia, Singapore, Indonesia and Thailand have 43.85, 29.24,
17.99 and 8.92 percent of the natural rubber exports of ASEAN and
their export instability levels in this commodity are not much
different (see Tables 4.17 and 4.18). These lead to the even distrib-
ution of benefits in relation to the export shares of the exporting
countries and the distribution of benefits is unchanged when there
are the changes in the trigger threshold percentages (see Tables 4.14,

4.15 and 4.16).
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(6) Wood, Lumber and Cork (SITC 24)

Indonesia, Malaysia and Philippines receive 46,25, 35.65 and
16.09 pefcent of the average annual drawings respectively leaving 
only 2.0l percent for Thailand (see Table 4.14). The benefits are‘
distribﬁted more to the countries with large shares in this commodity
expoft and less to the countries with small shares in commodity.export;
The outweighting effécts, again, apply to the cases of Indonesia and
Malaysia. Having 40.25 percent of the ASEAN exports in wood, lumber»
and cork, Malaysis receives 35.65 percent of the average annual draw-
ings whereas Indonesiz has 35.53 percent of the ASEAN exports of
wood as its export share but receives 46.25 percent Bf the average
annual drawings (see Tables 4.17 and 4.14). Moreover, the bigger the
trigger threshold percentage is, the greater the average annual draw-
ings are distributed to Indonesia and the less for Malaysia due to
the dominant effects of the instability levels over those1o£ export
shares, since instability level in wood export of Indonesia is much
higher than that of Malaysia (i.,e. 35.36 percent of Indopesia and
13.23 percent of Malaysia, seé Table 4.18), while the difference in
their export shares is small (i.e. 35.53 percent for‘Indqnesia

comparihg with 40.25 percent for Malaysia, see Table 4.17).
(7) Palm 0il (SITC 4222)

Malaysia is the largest exporting country in ASEAN accounting

for 64.55 percent of total exports of palm oil which is about 3 times
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greater than the 21.06 percent of the second iafgést exporting coun-
tries, Indonesia (see Table 4.17). In contrast, Indonesia has higher
instability.in earnings of palm oil than that of Malaysia (see Table
4,18), The outweighting effect turns out to be in favor of the export
shares and hence Malaysia receives 61,30 percent of the average

annual drawings leaving 27.45 percent for Indonesia in the five-percent
trigger threshold (see Table 4.14). However, the higher instability
level of Indonesiz affects the distribution of benefits to some extent
indicated by a rather high and low benefits distributed to Indonesia
and Malaysia respectively, comparing with thelr export percentage

shares.
(8) Coconut (Copra) 0il (SITC 4223)

The Philippines receives 81 percent of thevaverage annual
drawings leaving about 13 and 5 percent for Malaysia and Singapore
respectively (see Table 4.14). The distribution of benefits among the
exporting countries of coconut oil rather conforms with the countries!
shares of exports (see Table 4.17 for comparison). Moreover, the
impact of changing the trigger threshold percentage on the distri-
bution of benefits is very small (see Tables 4.14, 4.15 and 4.16),
These results are due to the slight differencegsin the instability
levels of coconut oil export earnings among the exporting countries

(see Table 4.18).
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(9) Tin (SITC 6871)

The compensations for tin are made on the tin ores (SITC 2836)
and tin alloys (SITC 6871) taken together. Indonesia and Melaysia
receive 44,62 and 41,70 percent of the average annual drawings leaving
11.76 and 1,92 percent for Thailand and Singapore respectively for the
five-percent trigger threshold (see Table 4.14). Again, the out-
weighting effects play its roles in the cases of Indonesia and
Malaysia since Indonesia accounts for only 15.40 percent of the
ASEAN tin export which is much less than that of Malaysia and even
less than that of Thailaend (see Table 4.17). But the instability
level of Indonesia is much higher than that of Malaysia resulting
in the larger benefits to Indonesia than those to Malaysia and
Thailend (See Table 4.18). The outwelghting effects become clearer
when the bigger tripger threshold percentages are imposed. For the
ten-percent trigger threshold, Indonesia receives 61.42 percent of
the average annual drawings whereas Malaysia receives only 23.89

percent,

3. Offsctting Effects Among Countries and Commodities' Export

Earnings and the Resource Pooling

The estimated costs and benefits in subsection 1 already
presented are the costs and benefits generated by the compensatory
financing schemes without pooling the financial resource among

countries and among commodities., For instances, the average annual
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drawing of the commodity basket variant is the sum of the average
ennual drawing of each country's. And those of average annual draw-
ings are estimated separately for each country. In the case of pooi—
ing financial resource, the annual drawings and repayments of every
country will be summed for each year. If one country, in a particular
year, gets compensation bul another country, in the same period, pays
repayment to the Fund, then the commodity basket variant needs less
fund for the operation of the compensatory financing in that period.
Furthermore, if the directions of compensation and repayment of

ASEAN countries are mostly in the opposite directions, the fund needed
for the compensatory financing scheme for ASEAN will be substantially
reduced. If there is not any opposite movement of repayments and
compensetions among ASEAN countries, the estimated costs and benefits
will be the same for both the compensatory financing scheme with the
resource pooling and that without resource pooling. Therefore,
whether the resource pooling can reduce the fund needed for the
dperation of the compensatory financing scheme for ASEAN is dependent
on the existence of the offsetting effects among ASEAN countries!
export earnings and among the export earnings of the different
commodities of ASEAN. Thus, in this subsection, we tfy to examine
the existenée of the offsetting effects in ASEAN exports and their
effects on the fund needed for the compensatory financing scheme for
ASEAN, Since the average annual net cash flow is defined as the

drawings minus repayments and the average annual outstanding balance
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is defined as the accumulated annual ne% cash flow, therefore, the
estimates of these two measures are the same for those with and without
resourqg“Ppg}ing./ Only the average annual‘drawings will be different
between the scheme with féééﬁrcéipboling and'that’without_Pooling]

the resource. Hence, we examine only fhe average annual drawings

in this subsection. The average annual drawing with the resource
pooling, hereafter, is called "the net average annual'drawiﬁg".

The difference between the average annual drawing and the net average

annuél drawing is the offsetting effects.

Table 4.19 presents the amounts of the average annual draw-
ings and the net average annual drawings of both the commodity basket
variants and the individual commodity variants. The average drawings
of the commodity basket variant (without resource pooling) are 222.8, -
190.0 and 161.5 million US dollars when the trigger percentages are 5,
7.5 and 10 percent respectively. But the net average annual drawings
of the commodity basket variants are 208.3, 179.1 and 153.8 million
US dollars respectively. Hence, the offsetting effects or the average
annual drawings saved from the operation of pooling resource are
14.5, 10.8 and 7.6 million US dollars when the trigger threshold
percentages are 5, 7.5 and 10 percent respectively. Comparing with
the average annual drawing and the average outstanding balance of
ASEBEX, they are, on the average, only 100 and 160 million US
dollars respectively, those in our study require about two times

of the ASEBEX. However, these may be due to the different features
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TABLE 4,19

AVERAGE ANNUAL DRAWINGS OF THE COMPENSATCORY FINANCING
SCHEMES WITH AND WITHOUT FINANCIAL
RESCURCE POOLING, 1962-1975
(Thousand US dollars)

S

Variant Average Net Average  Offsetting

Number™ Type of Variant Annual Annual Effect

Drawing Drawing®

1 Commodity Basket 222,894 208,399 14,585 (6.54)
2 Commodity Basket 190,072 179,199 10,873 (5.72)
3 Commodity Basket 161,565 153,871 7,694 (4.76)
4 Individual Commodity 291,568 215,111 76,457 (26.22)
5 ' Individuel Commodity 255,365 190, 502 64,863 (25.40)
6 Individual Commodity 221,276 165, 349 55,927 (25.88)

8For the specification of variant number, see Table 4.2.

The average annual drawing is the amount money drawn at the absences

of financial pooling among countries in the case of commodity
basket variants and among both commodities end countries in the
case of the individual commodity varisnts.

CThe net average annual drawing indicates the amount money drawn
at the presence of financial pooling stated in b.

Note: Figures in the parentheses are the ofi“ettlng effect as the percentages

of the everage annuzl drawing.

Source: Computed from date in UN Yearbook of International Trade
Statistics, various issues,




123

of the two studies namely the commodity coverage, the terms and

condition of compensation, the installment period, etc.5

Eventhough the offsetting effects im our study arc.smell in
relation to the average annual drawing (i.e. 6.54, 5.72 and 4.76 percent
of the average'aﬁhual drawings, see Table 4,19), but they are still
sizable., These small amounts of the offsetting effects in the
commodity basket variants are confirmédlby the correlation
coefficients among countries' export earnings of selected commodities
as a group which is presented in Table E;l in Appendix B, All
correlation coefficients are positive and greater than 0,5 with
0.6297 for‘thosé between Malaysia and Philippines and 0.5173 for
those between Philippines and Singapore. These positive correlation
coefficients indicate that the export earnings of selected commodity
as a group of the member countries, on the avérage, move in the same
direction, There are still some opposite movements, but on the
average they move in the same cirection. Therefore the amount fund
saved from pooling resource ig¢ smalli, However, we should note that
to compensate the export earnings of the selected commodities as
a group has already saved some amount of drawinéé, since there are
offsetting effects among\different cormodities in each country's
commodity basket. The results of correlation coefficients among

different commodities in each ASEAN countries are presented in

Yoshihiro Iwasaki and Hirohisa Kohama, loc.cit.
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Tables B.2,B.3,B.4,B.5 end B6 in pppendix B, The results of the
correlation coefficients confirms the offsetting effects in each
countries' selected commodities, since there are some negative

correlation coefficients in each country's results.,

The average annual drawings of the individual commodity
variants (without resource pooling) are 291.5, 255.3 and 221.2 million US
dollars when the trigger threshold percentages are 5, 7.5 and 10
percent respectively (i.e., variant No. 4, No. 5 and No. 6 in Table
4.19). With the preéence of resource pooling, the net average
annual drawings are 215.1, 190.5 and 165.3, saving 76.4, 64.8 and
55.9 million US dollars as the results of offsetting effects when
the trigger threshold percentages are 5, 7.5 and 10 percent respec-
tively. The fund needed for operation of the individual commodity
variants are,on the average, substantial reduced which is about 25
percent of the average snnual drawings (see Table 4.19). These
substantial reduction of the needed fund due to the offsetting effects
among different individual cqmmodity agreements of ASEAN and those
among countries within each commodity agreement as well. These
offsetting effects can be seen from the correlation coefficients
shown in Tables B.,7 to B.16 in Appendix B, Table B,7 presents the
correlation coefficients of the different commodities of ASEAN
countries as a whole, There are about one~third of the correlation

coefficients of the different ASEAN commodity exports which are
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negative (see Table B,7). The raw sugar export of ASEAN countries

as a whole tends to move in the opposite directiqn to those of
tobacco, o0il seeds, natural rubber and wood rough and wood shaped

(see Teble B.7). The movement of the export earnings of ASEAN tobacco
export is opposite to those of palm oil, coconut oil and tin. Fur-
thermore, the earnings movement of ASEAN palm oil export is opposite
to those of oil seeds, natural rubber and wood rough and wood shaped
(see Table 3;7 in Appendix B). However, there is also a strong
positive correlation between raw sugar and palm oil, coconut oil and

tin. Moreover, ASEAN export earnings of palm oil is highly and

positively correlated with those of coconut oil and tin,

Within each commodity of ASEAN, there are also offsetting
effects among different exporting countries, Tables B.8 to B.16 in
Appendix B show the correlation coefficients among countries of
each commodity. Oil seeds, natural rubber, wood rough and wood shaped,
palm oil, raw sugar, and coconut oil are the commodities in which
there are positively correlated among export earnings Qf.exporting
countries, especially the latter five commodities (see Tables B.8,
B,11, B,12, B.13, B.14 and B.15 in fppendix B). Spices, unmanufac-
tured tobacco and tin are the commodities in which there are some
offsetting movements of the export earningsamong the exporting

countries (see Tables B,9, B.10 and B,16 in Appendix B).
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Eventhough the offsetting effects or the average annual
drawings saved in the individual commodity variants are much greater
than those in the commodity basket variants, the net average annual
drawings of the commodity basket variants are lower than those in

the individual commodity variants (see Table 4.19).

4o Stabilizing Effects

The real benefits of a compensatory financing scheme are
related to its direct and indirect effects on the economic develop-
ment of the exporting countries through more stable flow of export
proceeds, We have, so far, looked into the direct benefits in terms
of the average annual drawings and the average annual outstanding
balances., However, these figures may not accurately represent the
stabilizing effects of the variants. In this subsection, we try to
measure the stabilizing effects of the scheme utilizing the

instability index developed in Chapter III (i.e. equation (1)).

Tables 4.20 and 4.21 show the instability indices of ASEAN
countries! export earnings of the selected commodities as a group
before and after stabilized-by the commodity basket variants and the
individual commodity variants respectively. The instability indices
of export earnings of selected commodities as a group after stabilized
by the individual commodity variants decline more rapidly than those
of the commodity basket variants (see Tables 4.20 and 4.21).

However, both the individual commodity variants and the commodity
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TABLE 4.20

INSTABILITY INDICES OF TOTAL SELECTED EXPORT EARNINGS BEFORE AND
AFTER STABILIZED BY COMPENSATORY FINANCING SCHEME
FOR SELECTED COMMODITIES AS A GROUP
(COMMODITY BASKET VARIANT),
1964-1973

= s —_

Instability Index of Total Selected Export Earﬁings*
With Compensatory Financing Scheme

o . - ‘Without Trigger Trigger Trigger
Country Stabilization  Threshold=5% Threshold=7.5% Threshold=10%
Indonesia 27.79 7,08 7.40 8.81
. (~74.52) (-73.37) (-68.30)
Malaysia : 11.86 5.19 6,96 8.53
: (~56.24) (-41.32) (-28.08)
Philippines 6.28 5.53 5.47 5.46
: (-11.94) (-12.90) (-13.06)
Singapore 15.41 , 5.21 6.26 8.01
| (~66.19) (-59.38) (-48.02)
Thailand _ 8.77 6.54 7.89 8.71
(~25.43) (-10.03) (- 0.01)

*Instability index is calculated by the aversge percentage deviation
from five-yjear moving average itrend which centers on the shortfall
.yeara

Note: Figures in the parentheses represent the percentage reductions
(indicated by minus signs) in the instability indices of total export
earnings of all selected primary commodities.

Source: Computed frcm UN Yearbook of International Trade Statistics,
various issues.
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TABLE 4.21

INSTABILITY INDICES OF TOTAL SELECTED EXPORT EARNINGS BEFORE AND
AFTER STABILIZED BY COMPENSATORY FINANCING SCHEME FOR
INDIVIDUAL COMMODITY (INDIVIDUAL COMMODITY VARIANT),
19641973

[ : : e

A Instability Index of Total -Selected Export Earnings¥
' With Compensatory Financing Scheme

: Without Trigger Irigger Trigger
Country Stabilization Threshold=5% Threshold=7,5% Threshold=10%
Indonesisa - 27.79 7.47 6,27 6.50
(-73.12) (=77.44.) (-76.61)
Malaysia 11.86 3.86 4,90 5.87
(-67.45) (~58.69) (-50,51)
Philippines 6,28 4.91 5.02 4.96
: (-21.82)  (-20.06) (-21.02)
Singapore 15,41 4,73 4,77 6.23
(-69.31) (-69.05) (-59.57)
Thailand 8,77 : 5.25 5.70 6.51
: (=40.14) (-35.01) (~25.77)

¥Instability index is calculated by the average percentage deviation
from five~jear moving average trend which conters on the shortfall
yeer,

Note: Figures in the parentheses are the percentage reductions (indicated
by minus signs) in the insctebility indices of total selected
comnodities! export earning.

Source: Computed from data in N Yearbook of International Trade Statistics;
various issues.
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basket variants substantially reduce the instability levels of ASEAN
countries' export earnings of selected commodities as a group.

The ranking of the beneficiaries in terms of the percentage reduction
in instability index, from high to low, are Indonesia, Singaore,
Malaysia, Thailand and Philippines for both the individual commedity
variant and the commodity basket varient. The impacts of changing |
the trigger threshold percentages on the instability level of the
selected commodities' exports also can be seen in Tables 4.20 and 4.21.
In most cases, the bigger trigger threshold percentages, the less

the compensatory financing scheme can stabilize the export earnings
and hence the higher instability indices are., There are three
special and interesting cases. First, the instability indices of

the Philippines' selected export earnings are slightly different
when the trigger threéhold percentage changes. This may be due to the
error of the decimal point in computation (see Table 4.20).
Therefore, we may conclude that there is no difference in changing
the trigger threshold percentage on the instability level in the
export earnings of the selecfed comnodities as a group of the
Philippines., However, the commodity baskeﬁ variants do réduéed its
instability level, Second, the same situation also appears in the
case of Philippines, but it is now the case of individual commodity
variants (see Table 4.21). The same reason as that of the commodity
basket veriant is given as an éxplanatioﬁ of this second case.

Third, after being stabilized by the individual commodity variants,



130

the instebility level of export earnings of Indonesia's selected
commodities are substantially reduced but the instability level after
being stabiliéed by the five-percent trigger threshold is higher thaﬁ’those
by the bigger trigger threshold percentages (see Table 4,21). We
hypothesize that these results probably'iﬁdicate the presence of the
offsetting effects among different individual selected commodities,
With the existence of these offsetting effects, the smaller trigger
threshold percentage tends to wipe out these offsetting effects more
than those with the bigger trigger threshold percentage. This
situation is possible when the aggregated export earnings are
stabilized by compensating the shortfalls of the individual commod-
ities separately, Nevertheléss, both the commodity basket variants
and the individual commodity varients substentially stabilize the
export earnings of the selected commodities as a group with all

those three trigger threshold percentages.

It is also interesting to examine whether the total export
earnings of ASEAN countries are also stebilized if the export earn-
ings of the selected commodities are stabilized. Tables 4.22 and
4.23 present the instability indices of the total export earnings
of each ASEAN countries with and without the compensatory financing
schemes. The total export earnings of every ASEAN country, except
Theiland, is staebilized by both the commodity basket variants (see
Table 4.22) and the individual commodity variants (see Table 4.23).

In the case of Thailand, the total export earnings are destabilized



INSTABILITY INDICES OF TOTAL EXPORT EARNINGS BEFCORE AND AFTER
STABILIZED BY COMPENSATORY FINANCING SCHFME FOR SELECTED

TABLE 4.22

COMMODITIES AS 4 GROUP (COMMODITY BASKET VARIANT),
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1964-1973
“Instability -Index of Total Export Earnings*
- With Compensatory Financing Scheme
Without Trigger Trigger Trigger
Countries " Stabilization Threshold=5% Threshold=7.5% Threshold=10%
Indonesia 19.86 12,24 13,11 13.98
(-38.37) (-33.99) (-29.61)
Malagsia " 10,38 4,55 6.30 7.73
(-56,17) (-39.31) (=25.53)
Philippines 8.72 7.13 7.69 7.99
(-18.23) (-11.81) ( -8.37)
Singapore 8.46 5.90 6,42 6.87
' (-30.26) (-24.11) (-18.79)
Thailand 7.55 8.08 8.14 8.06
(7.02) (7.82) (6.76)

© ¥Instability index is calculated by the average percentege deviation
from five-year moving average trend which centers on the shortfall

B ear,

Note: Figures in the parentheses represent the percentage reductions
(indicated by minus signs)in the instability indices of total export

earnings.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TNSTABILITY INDICES OF TOTAL EXPORT EARNINGS BEFORE AND AFTER
STABILIZED BY COMPENSATORY FINANCING SCHEME FOR INDIVIDUAL
COMMODITY ( INDIVIDUAL COMMODITY VARIANT), 1964-1973

132

N ; Export Earnings¥ B
A With Compensatory Financing Scheme
: - Without Trigger Trigger Trigger
Country Stabilizetion Threshold=5% Threshold=7,5% Threshold=10%
Indonesia 19.86 11.80 12,37 12.90
(-40.58) (-37.71) (-35.05)
Malaysia 10.38 3.55 VWA 5.65
(-65.80) = (-57.03) (-45.67)
~ Philippines 8,72 6.12 6.68 7.24
‘ (-29,.82) (-23.40) (-16.97)
Singapore 8.46 5.71 5.97 6.35
(-32.62) (-29.43) (=24.94)
Thailand 7.55 7.86 7.86 7.88
(4.11) (4.11) (4.37)

*¥Instability index is calculated by the average percentage deviation
from five-year moving average trend which centers on the shortfall

year.

Note: Figures in the parentheses represent the percentage reductions

(indicated by minus signs)in the instability indices of total

export earnings.

Source: Computed from data in UN Yearbook of International Trade

Statistics, various issues.
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by both the commodity basket variants and the individual commodity
variants and also in all the three trigger threshold percenteages

(see Tables 4.22 and 4.23). The expleanation given is that there

- must be the. offsetting effects between the export earnings of the ~ -«

selected commodities and~theuexport-eérnings of the non-selected
ekports. Sincé the compénsatory‘fiﬁancing schemes do stabilize

the export earnings of selected commodities of Thailand as previously
shown, Therefore, stabilizing the earnings of the selected commod-
ities reduces the degree of those offsetting effects resulting in

the higher instability of Thailand's total export earnings.

Besides export earnings stability, another stabilizing
effect of the compensatory financing scheme for ASEAN is its effect
on the levels of export earhings of ASEAN countries, -Tébles 4.24.
and 4.25 show the averagevgzgért earnings of selected commodities of
. ASEAN countries after stabilized by the commodity basket variants
and the individual commodity variants respectively. Moreover,
the average total export earnings of ASEAN countries after stabiliz-
ing their selected commodities export earnings by the commodity
basket variants and the individual commodity variants are shown in
Tables 4.26 and 4.27 respectively. The empirical results indicate
that to stabilize the selected commodities' export earnings of fhe
ASEAN countries by both the commodity basket variant and the indi-
vidual commodity variant also increase the export earnings of the

selected commodities and those of their total export earnings as
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TABLE 4.24

AVERAGE ANNUAL EXPORT EARNINGS OF TOTAL SELECTED COMMODITIES OF
ASEAN COUNTRIES BEFORE AND AFTER STABILIZED BY THE
COMMODITY BASKET VARIANT OF THE COMPENSATORY
FINANCING SCHEME FOR ASEAN,

AVERAGE OVER 1964-197
Y%housand Us doélars

L L e ey
Average Annual Export Earnings of Totel Selected Commodities

With Compensatory Financing Scheme

Without Trigger Trigger Trigger

Country Stabilizetion Threshold=5% Threshold=7.5% Threshold=10%
Indonesia 438,997 470,002 468,179 T 466,366

(7.06) (6.65) (6.23)
Malaysia = - 1,206,202 1,253,581 1,250,394 1,247,465

(3.93) (3.66) (3.42)
Philippines 611,636 639,577 636,897 633,244

(4.57) (4.13) (3.53)
Singapore - 411,089 431,178 428,716 426,692

(4.89) (4.29) (3.80)
Thailand 230,730 243,830 242,118 240,999

(5.68) © (4.94) (4.45)
Note: Figures in the parenthescs are the percentage increaseg of the

average annual export earnings of total selected commodities.

Source: Computed from data in UN Yearbook of International Trade Statistics,
various issues,
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TABLE 4.25

AVERAGE ANNUAL EXPORT EARNINGS OF TOTAL SELECTED COMMODITIES OF
ASEAN COUNTRIES BEFORE AND AFTER STABILIZED BY THE INDIVIDUAL
COMMODITY VARIANT OF THE COMPENSATORY FINANCING SCHEME
FOR ASEAN, AVERAGE CVER 1964-1973
(Thousend US dollars)

— —
—

Average Annual Export Farnings of Total Selected Commodities
With Compensatory Financing Scheme

Without Trigger Trigger ‘ Trigger
Country o  Stabilization Threshold=5% Threshold=7,5% Threshold=10%
Indonesia 438,997 469,798 467,155 464,019
(7.02) (6.41) (5.70)
Maleysia 1,206,202 1,246,532 1,240,790 1,232,928
. (3.34) (2.87) (2.22)
Philippines 611,636 - 642,499 641,065 638,533
(5.05) (4.81) - (4.40)
Singapore _ 411,089 430,353 427,508 424,743
(4.69) (3.99) (3.32)
Thailand 230,730 - 243,435 242,143 240,621

(5.51)  (4.95) (4.29)

Note: Figures in the parentheses are the percentage increases of the
average annual export earnings of total selected commodities after
statilization,

Source: Computed from data in UJ Yearbook of International Trade
Statistics, various issues,
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TABLE 4.26

AVERAGE ANNUAL TOTAL EXPORT EARNINGS OF ASEAN COUNTRIES BEFORE AND
AFTER STABILIZED BY THE COMMODITY BASKET VARIANT OF THE
COMPENSATORY FINANCING SCHEME FOR ASEAN,

AVERAGE OVER 1964-1973
(Thousand US dollars)

o —— e ——

Average Annual Total Export Earnings .
With Compensatory Financing Scheme

annual total export earnings after stabilization.

Source:

Computed from data in UN Yearbook of Internatlonal Trade

Statistics, various issues.

. _ n Without Trigger Trigger Trigger
Country '~ Stabilization Threshold=5% Threshold=7.5% Threshold=10%
Indonesia 1,043,545 1,075,540 - 1,072,726 1,070,913

(3.07) (2.80) (2.62)

Malaysia 1,616,745 1,664,124 1,660,936 1,658,007

‘ (2.93) (2.73) (2.55)
Philippines 996,449 1,024,390 1,021,710 1,018,057

(2.80) (2.54) (2.17)

Singapore 1,604,761 1,624,850 1,622,388 1,620,364

(1.25) (1.10) (0.97)
Thailand 803,944 817,044 815,331 814,213

(1.63) (1.42) (1.28)
Note: Figures in the parenthesés are the perccntage increases of the average
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TABLE 4,27

AVERAGE ANNUAL TOTAL EXPORT EARNINGS OF ASEAN COUNTRIES BEFORE AND
AFTER STABILIZED BY THE INDIVIDUAL COMMODITY VARIANT OF
THE COMPENSATORY FINANCING SCHEME FOR ASEAN,
AVERAGE OVER 1964-1973
(Thousand US dollars)

Average Annual Total Export Earnings

With Compensatory Finaneing Scheme

Without Trigger Trigger Trigger
Country Stabilization Threshold=5% Threshold=7,5% Threshold=10%

Indonesia 1,043,545 1,073,945 1,071,702 1,068,566
(2.91) (2.70) (2.40)

Malaysis 1,616,745 1,657,073 1,651,332 1,643,470
(2.49) (2.14) (1.65)

Philippines 996,449 1,027,312 1,025,878 1,023, 346

' (3.10) (2.95) (2.70)
Singapore 1,604,761 1,624,022 1,621,180 1,618,415

* (1.20) (1.02) (0.85)
Thailand 803,944 816,649 815,356 813,835

(1.58) (1.42) (1.23)

Note:  Figures in the parentheses are the percentage increasesof the average
cannual total export earnings after stabilization,

Source: Computed from data in UM Yearbook of International Trade
Statistics, various issues,
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well (see Tables 4,24, 4.25, 4.26 and 4.27). Though, the increases
are small in the relation to their export earnings, they are still

sizable in absclute terms.

E. The Concluding Remarks

The commodity basket variants need less fund than the indi-
vidual commodity varianfs in the cases of no pooling resources
~among countries and commodities., This is due to the offsetting
effects among different commodities in each country's export
earnings of the selected commodities as a group. With resource
pooling, the fund needed in the individual commodity variants is
reduced by much more than the reduction of fund needed in the compod-
ity basket variants, but the absolute fund needed of the individual
commodity variants are still larger than those of the commodity

basket variants.

The distributions of beunefits are considered for country
distribution, commodity distribution and country distribution within
each commodity. The country distribution of benefits shows that
Malaysia and Indonesia are the first and second largest beneficiaries
and Thailand is the smallest beneficiary both in the commodity
basket variant and the individual commodity variant. But Singapore
comes third andfourth in the commodity basket variant and the
individual commodity variant respectively. The country distribution

of benefits generated by the individual commodity variants is
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consistenﬁ wifhbthé country disfribution of expofﬁ shares, whereas
thosé of the commodity basket‘afe not consistent with the distri-
bution éf export shares as a result of the outweighting effects
betweeh countries' instability levéls‘and countries! éxport shares.
However, the average ennual outstanding balance indicating the
amount of fund tied up'with each country is the same for both
variants., The cduntry‘ranking in terms of the average outstanding
balance,from high to low, is Indonésia, Malaysia, Singapore,

Philippines and Thailand,

The commodity distribution of benefits generated by the
individual commodity variants is consistent with the commodities!
shares of exports. Natural rubber alone receives some 42 percent
of the totel benefits in terms of average annual drawings. The
next four largest beneficiaries are wood rought and wood shaped,
raw sugar, palm oil, and tin, which altogether account for some
46 percént of the total benefits, leaving some 12 percent for the

remaining four commodities.

The country distribution of benefits within each commodity
is different from commodity to commodity. Im general, the country
distributions of benefits within individual commodities conform
with the countried export shares of that commodity unless the
~countries' instability levels are substantially different from

countries' export shares.
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The stabilizing effects of the compensatory financing schemes
in this study are examined in two features namely the export earn-
ings stability and the export earnings level, The eiport earnings of
selected commodities as a group are stabilized for every ASEAN
country in both the commodity basket variants and the individual com~
modity variants. The total export earnings are alsc stabilized,
by both types of variants for every country,with the exception of
Thailand. In the case of Thailand, stabilizing the export earnings
of the selected commodities as a group does not stabilize its total
export earnings due to the presence of the offsetting effects between
the export earnings of the selected commocdities and those of the
nog—selected exports, However, the destabilizing effects on total
export.earnings are not so great., In the case of export earnings
levels, both the individual commodity variants and the commodity
basket variants increase the level of export earnings of the selected
commodities of every country as well as the total export earnings

levels.



CHAPTER V

SUMMARY sND CONCLUSION

A, Summary and Conclusion

In this study, the analysis is divided into two parts: the
stability origin identification and the compensatory financing
schemes for ASEAN countries., The selected commodities covered in
this study are raw sugar (SITC 0611), spices (SITC 075), unmanufac-
tured tobacco (SITC 121), oil seeds, oil nuts and oil kernels
(SITC 221), natural rubber (SITC 2311), wood rough and wood shaped
(SITC 24), palm oil (SITC 4222), coconut oil (SITC 4223), and tin

(SITC 2836 and SITC 6871).

In identifying the instability origin, this study tries to
identify whether the export earnings instability of each selected
commodity is caused by the shifts in demend or supply shifts and
determine elasticities of demand and supply. The implications for
price stabilization via buffer stock are drawn from the results of
instability origin identification since the effects of price
stabilization via buffer stock on the earnings stability, earnings
level and pure welfare, depend on the sources of instability and
the elasticities of demand and supply. The empirical results of
instability origin identification show that different exporting

countries in ASEAN are likely to have different sources of earnings

141
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instability in the same export commodity, except in palm oil and tin
alloys. Some countries export the same commodity and face the same
source of instability, yet they are faced with different elasticities,
The results of instability origin identification cannct “give the
definite conclusion on the implication for priée stabiliéation via
buffer stock. However, two conclusions can be drawn from the
analysis, First, with price stabilization policy, there is a
tendency for the ASEAN countries to trade off between the export earn-
ings stability,'and the eprrt earnings levels 2nd pure welfare
effects, Seéond, the definite conclusion cannot be made unléss the
exact quantitative results of demand and supply elasticities must

be knéwn in determining the effects of price stabilization on the

selected commodities of ASEAN countries.

The second part of this study concerns the compensatory
financing schéme for ASFAN selected commodities! export earnings.
Two types the ASEAN compensatory financing scheme are examined,
namely the individual commodity variant and the commodity basket
variant, Three trigger threshold percentages are applied to both
variants, i.e. 5, 7.5 and 10 percent -- the trigger threshold
percentage is the reference level for compensation and repaymeni.
For example, the five-percent trigger threshold implies that the 5
percent above and belo& the estimated trend value of the earnings

will be the reference levels for compensation and repayment., The
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export carnings which £all bevween this band will not require

compensation or repayment.

The empirical results show that firstly, without the resource
pooling, the commodity basket variants need less fund than the
individual commodity variants in every trigger threshold percentage.
For example, the commodity basket variant with the five-percent |
trigger threshold needs 222.8 and 522.2 million US dollars for the
average annual drawings and the average outstanding balance respec-
tively. The individual commodity variant with the same trigger
threshold percentage needs 291.5 and 512.2 million US dollars for
the average annual drawings and the average annual outstanding
balance respectively., In the case of resource pooling, the average
annual drawings become 208.3 and 215.1 million US dollars for the
commodity basket variant and the individual commodity.variant

respectively.

The country distribution of benefits in terms of the
average annual drawings is likely to be consistent with the countries'
export shares unless there are outweighting effects between ihstab-
ility levels and export shares. Malaysia and Indonesia fécei?e some
33 and 28 percent of the average annual drawings, leaving aboﬁt 39
percent for the remaining three countries. Only 6 percent is |

received by Thailand, the smallest beneficiary.
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The commodity distribution of benefits is.also consistent
with the commodities' export shares., Natural rubber alone receives
some 42 percent of the average annual drawings. The five largest
commodities in terms of export shares and average annual drawings
received are natural rubber, wood rough and wood shaped, raw'éugar,
pélm 0il and tin., These five largest beneficiaries receive some 88
percent of the average annusl drawings comparing with their export

shares of 88 percent.

The country distribution of benefits within each commodity
depends upon the outweighting effects between the earnings instab-
ility level of each exporting country and the export share of each
exporting country. If the instability levels are not substantially
different among exporting countries, the benefits within that narti-
cular commodity will be distributed in favor of the country with

a bigger cxport share.

For the stabilizing effects, both the commodity basket
variant and the individual commodity variants increase the levels
of total export earnings and the export earnings of the selected
commodities as a group. Moreover both variants do stabilize the
export earnings of selected commodities as a group as well as the
total export ecarnings of every ASEAN country, except Thailand,

In the case of Thailand, stabilizing the export earnings of the

selected commodities, in turn, destabilizes the total export
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earnings of Thailand (i.e. the instability index of the total export
earnings rises from 7.55 percent to 8.08 percent in fhe case of the
commodity basket variant are from 7.55 percent to 7.86 percent in‘
the éase of the individual commodity variant). These may be

because of the small share of the selected commodities in the total
export (only 27.27 percent, see Table 4.1 in Chapter IV), and the
presence of the offsetting effects between the export earnings of

the selected commodities and those of the non-selected exports.

From the analysis, however, we cannot give the definite
conclusion about the best variant of the compensatory financing
scheme for ASEAN countries., Since in selecting the best variant
for the ASEAN countries, we need to know more information and
answer more questions., Firstly, is the stability on macro level
more preferable than the stability on micro level fér ASEAN countries?
If the stability in macro level is more preferable, the commodity
basket variant is better than the individual commodity variant since
it needs less fund than the individual commodity variant and
stabilized macro economic variables, e.g. export earnings, government
revenue etc, Secondly, what is considered more importanf between
the level of stability and the amount of fund needed? If there is
no financial constraint for the compensatory financing scheme for
ASEAN countries, the individual commodity variant is more preferable
than the commodity basket variant since the former can reduce the

instability level more effective than the latter and the distribution
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of benefits generated by the former veriant is more consistent with the
counfries' export sheres, Finally, the indiréctveffects of both
variants on the economic development are not known. However, itvcan
Ee seen that the compensatory finencing scheme is better than priéé
stabilization via buffer stock since the definite conclusion of the
effects of price stabilization via buffer stock cannot be drawn, at

least for the commodities of ASEAN selected in this study.

B. Suggestions for Further Study

We did not take into consideration inflation in this study.
Further study should be made by taking inflation into account, since
inflation changes the stream of earnings in two ways: it increases the
apparent rate of growth, and it tends to transform the series into
a geometric series irrespective of its form in real terms. Therefore,
the IMF-type scheme which is appropriate for real earnings or under
noninflationary conditions would be inappropriate under inflationary

conditions.

Another study should be done by excluding the earnings in
the shortfall year in the‘calculation of the target earnings,
Since the IMF-type target earnings is determined by the five-year
ariﬁhmetic moving average of earnings centered on the shortfall year,
this may cause an underestimation of both shortfalls and surpluses
by an average of 20 percent (the shortfall enters the calculation

with a weight of about one-fifth).
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Lastly, this study examines the compensatory financing
scheme for ASEAN without installment period and the compensations
are made in the form of interest-free loans. These may induce
deliberate creations of fluctuations in export earnings. It is,
therefore, interesting to investigate if an instalilment period and

the interest-charged loans can alleviate this problem.
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IMPORTS AND EXPORTS OF SELECTED COMMODITIES OF
ASEAN COUNTRIES CILASSIFIED BY IMPORT ORIGIN

AND EXPORT DESTINATION
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TABLE A.1

EXPORTS OF SELECTED COMMODITIES OF INDONESIA CLASSIFIED BY
EXPORT DESTINATION, AVERAGE OVER 1974-1975

(Thousand US dollars)

149

issues.

ASEAN
SITC Commodity World Malaysia Philippines Singapore Thailand Total
Total export 7,278,269 70,164 17,019 595,576 57,575 740,333
(0.96) (0.23) (8.18) (0.79) (10.16)
075  Spices 32,060 - - 6,305 - 6,305
(19.66) (19.66)
121 Tobacco, un- 28,959 - - 235 - 235
manufactured (0.81) (0.81)
221  0il Seeds, 0il 11,901 701 - 3,712 - 4,413
Nuts and 0il (5.89) (31.19) (37.08)
: Kernels
2311 Natural Rubber 420,592 2,385 62 211,792 - 214,239
(0.57) (0.01) (50.36) (50.94)
24 Wood, Lumber 616,492 3,967 - 30,695 115 34,777
and Cork (0.64) (4.98) (0.02) (5.64)
2836 Ores and Con- 54,368 52,580 - - - 52,580
centrates of (96.71) (96.71)
o Tin
4222 Palm 0il 154,479 575 96 2,190 - 2,861
(0.37) (0.06) (1.42) (1.85)
6871 Tin Alloys, 75,769 867 - - - 867
unwrought (1.15) (1.15)
Note: TFigures in the parentheses represent export value of each commodity
exported to each member country as the percentage share of total export
value of that commodity (the value in the column denoted by "World").
Source: Computed from data in UN Commodity Trade Statistics, various
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TABLE A.2

IMPORTS OF SELECTED COMMODITIES OF INDONESIA CLASSIFIED BY
7 IMPORT ORIGIN, AVERAGE OVER 1974-1975. s v
(Thousand US dollars)

~ ASEAN

SITC Commodity World Malaysia Philippines Sihgapore Thailand . Total

Total Import 4,313,976 %6,886 12,804 144,348 59,752 233,788
0

.39 (0.30) (3.35) . (1.39) (5.43)
075 Spices 52,321 - - 1,910 T - 1,910
: (3.65) (3.65)
121 Tobacco, un- 7,643 - 169 - - 169
manufactured (2.21) (2.21)
221  0il seeds, 0il 803 - - 151 353 504
Nuts and Oil (18.82) (43.93) (62.75)
Kernels
2311 Natural Rubber 53 - - - - -
24 - Wood, Lumber 209 - - 65 - 65
and Cork (30.86) (30.86)
2836 Ore and Con- - - - - - -
centrates of Tin
4222 Palm 0il - - - - - -

6871 Tin Alloys, - - - - - -
unwrought :

Note: Figures in the parentheses represent the impert value of each commodity
imported from each member country as the percentage share of total
import value of that commodity.

Source: Computed from data in UN Commodity Trade Statistics, various
issues.
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EXPORTS OF SELECTED COMMODITIRES OF MALAYSIA CLASSIFIED BY EXPORT
DESTINATION, AVERAGE OVER 1974~1975
(Thousand US dollars)

issues.

' e : - : . ASEAN .
SITC Commodity World Indoneola Phlllpplnes Singapore Thailand  Total
-Total Export 4,040,435 23 467 50,893 848,959 48,634 971,952
0.58) (1.26) (21.01) (1.20) (24.05)
075 Spices 46,032 212 - 34,491 62 34,765
(0.46) (74.93) (0.13) (75.52)
221 il Seeds,Ohi- 5,399 - 69 4,909 - 4,978
Nute & 0il Kernels (1.27) (90.93) (92.20)
2311 Natural Rubber 1,021,804 - - 249,230 - 249,230
(24.39) (24.39)
24 Wood, Lumber 522,312 - - 64,883 - 64,883
and Cork (11.75) (11.75)
2836 Ore and Con-, - - - - - -
centrates of Tin
4222 Palm 0il 500, 379 - 336 95,321 - 95,657
: (0.07) (19.05) (19.12)
4223 Coconut 0il 30,776 - - 8,169 548 8,717
(26.54) (1.78) (28.32)
6871 Tin Alloys, 566,000 - 4,269 3,029 - 7,298
unwrought (0.75) (0.54) (1.29)
Note: Figures in the parentheses represent export value of each commodity
exported to each member country as the percentage share of total export
value of that commodity (the value in the column denoted by "World" ).
Source: Computed from data in UN Commodity Trade Statistics, various
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IMPORTS OF SELECTED COMMODITIES OF MALAYSIA CLASSIFIED BY IMPORT
ORIGIN, AVERAGE OVER 1974-1975

(Thousand US dollars)

ASEAN
SITC .. Commodity World Indonesia Philippines Singapore Thailand Total
Total Import 3,817,637 87,940 17,471 319,928 142,660 567,998
(2.30) (0.46) (8.38) (3.74) (14.88)
075 Spices 8,687 828 - 205 1,347 2,380
(9.53) (2.36) (15.50) (27.39)
221 011 Seeds, 0il 13,891 2,045 1,851 969 2,731 7,596
Nuts & 0il Kernels (14.72) (13.32) (6.98) (19.66) (54.68)
2311 Natural Rubber 20,324 1,302 - - 16,681 17,982
(6.40) (82.07) (88.47)
24, Wood, Lumber 7,595 5,366 180 - 1,351 6,897
and Cork | (70.65) (2.36) (17.79) (90.80)
2836 Ores and Con- 103,109 53,097 - - - 53,097
centrates of Tin (51.50) : (51.50)
4222 Palm 0il 438 188 - 239 - - 426
(42.81) (54..45) (97.26)
4223 Coconut 0il o 884 - 330 535 - _ 864
(37.27) (60.46) (97.73)
6871 Tin Alloys, 720 - - 306 - 306
unwrought | : (42.53) (42.53)
Note: Figures in the parentheses represent the import value of each commodity

imported from each member country as the percentage share of total
import value of that commodity.

Source: Computed from data in UN Commodity Trade.Statistics, various

issues,
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EXPORTS OF SELECTED COMMODITIES OF PHILIPPINES CLASSIFIED BY EXPORT
DESTINATION, AVERAGE OVER 1974-1975

(Thousand US Dollars)

SITC Commodity World Indonesia Malaysia Singapore Thailand Total
Total Export 2,496,784 14,461 4,646 24,998 3,881 47,985
(0.58) (0.19)  (1.00) (0.15)  (1.92)
0611 Raw Sugar 659,051 - - - - -
121 Tobacco,un- 31,854 222 - 324 - 546
manufactured (0.70) (1.01) (1.71)
221  0il Seeds, 0il 157,528 - - - - -
Nuts and 0il
Kernels
24 Wood, Lumber 233,500 - - 519 - 519
and Cork (0.23) (0.23)
4223 Coconut 0il 305,516 - 82 2,872 - 2,954
| (0.03)  (0.94) (0.97)
Note: Figures on the parentheses represent export value of each commodity

exported to each member country as the percentage share of total
export value of that commodity (the value in the column denoted by

"World").

Source: Computed from data in UN Commodity Trade Statistics, various

issues.
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TABLE A.6

IMPORTS OF SELECTED COMMDDITIES OF PHILIPPINES CLASSIFIED BY IMPORT
ORIGIN, AVERAGE 1974-1975
(Thousand US dollars)

o . ASEAN
SITC Commodity World Melaysia Philippines Singapore Thailand Total
Total Import 3,621,923 35,279 42,113 25,585 26,860 129,836
(0.97)  (1.16) (0.71)  (0.74)  (3.58)

0611 Raw Sugar - - - - - -

121  Tobacco, un- 17,692 i - - - -
manufactured : '

221  0il Seeds, 0il 1,827 - - - 299 299
Nuts and 0il (16.37) (16.37)
Kernels

24 Wood, Lumber 108 - - - - -

: and Cork

4223 Coconut 0il - - - - - -

Note: Figures in the parentheses represent the import value of each commodity

imported from each member country as the percentage share of total import
value of that commodity. . :

Source: Computed from data in UN Commodity Trade Statistics, various

issues.
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EXPORTS OF SELECTED COMMODITIES OF SINGAPORE CLASSIFIED BY EXPORT
DESTINATION, AVERAGE OVER 1974-1975.
(Thousand US Dollars)

ASEAN
SITC Commodity World Indonesia Malaysia Philippines Thailand  Total
Total Export 5,581,110 - 715,417 52,596 163,996 932,009
(12.82)  (0.94)  (2.94) (16.70)
075 Spices 70, 356 - 3,630 311 391 4,332
(5.16)  (0.44)  (0.56)  (6.16)
221 0il Seeds, 0il 6,729 - 2,092 - - 2,092
Nuts and 0il (31.09) (31.09)
Kernels
2311 Natural Rubber 697,158 - 45339 206 - 4,545
(0.62) (0.03) (0.65)
2836 Ores and Con- 9,262 - - - - -
centrates of Tin
4222 Palm 0il 902,025 - 249 161 - 409
(0.03) (0.02) (0.05)
4223 Coconut 0il 18,601 - 315 - 226 541
: (1.69) (1.21)  (1.90)
6871 Tin Allogs, 3,489 - 439 - - 439
unwrought (12.58) (12.58)
Note: Figures in the parentheses represent export value of each commodity
exported to each member country as the percentage share of total export
value of that commodity (the value in the column denoted by "World").
Source: Computed from data in UN Commodity Trade Statistics, various

issues.
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TABLE A.8

IMPORTS OF SELECTED COMMODITIES OF SINGAPORE CLASSIFIED BY IMPORT
ORIGIN, AVERAGE OVER 1974-1975
(Thousand US Dollars)

ASEAN

SITC Commodity . World Indonesia Malaysia Philippines Thailand Total

791,836 25,310 196,692 963,838
(9.61) (0.31) (2.39) (12.31)

' Total Import 2,239,454

Q75 -Spices 62,517 - 3,627 1,068 | 4,692
(5.80) (1.71) (7.51)
221 0il Seeds, 0il 25,000 - - 84 2,825 2,910
Nuts and 0il (0.34) (11.30) (11.64)
Kernels
2311 Natural Rubber 388,165 - 312,951 - 41,344 . 354,295
(80.62) (10.65) (91.27)
2836 Ores and Con- - - - - - -
centrates of Tin «
4222 Palm 0il 93,257 - 92,741 - - 92,741
(99.45) (99.45)
4223 Coconut 0il 10,814 - 6,189 2,633 - 8,822
(57.23) (24.35) (81.58)
6871 Tin Alloys, 6,665 - 5,058 - - 5,058
unwrought ' (75.89) (75.89)
Note: Figures in the parentheses represent import value of each commodity

imported to each member country as the percentage share of total
import value of that commodity.

Source: Computed from data in UN Commodity Trade Statistics, various
issues.




TABLE A.9

157

EXPORTS OF SELECTED COMMODITIES OF THAILAND CLASSIFIED BY EXPORT
DESTINATICN, AVERAGE OVER 1974-1975

(Thousand US Dollars)

o ASEAN
SITC Commodity World Indonesia Malaysia Philippines Singapore  Total
Total Export 2,378,329 63,710 108,622 28,152 195,522 396,005
(2.68)  (4.57) (1.18) (8.22) (16.65)
0611 Raw Sugar 232,138 - 18,756 - 6,583 25,339
(8.08) (2.84) (10.92)
075 Spices 799 - - - 126 126
(15.72) (15.72)
" 121 Tobacco, un-~ 25,012 - 168 - 860 1,028
manufactured (0.67) (3.44)  (4.11)
221 0il Seeds, 0il 21,588 909 1,759 60 2,892 5,619
Nuts and 0il (4.21) (8.15) (0.28) (13.39) (26.03)
Kernels
2311 Natural Rubber 209,429 120 19,798 - 36,376 56,293
(0.06)  (9.45) (17.37) (26.88)
24 Wood, Lumber 34,678 - 1,099 - 640 1,738
and Cork » (3.17) (1.84) (5.01)
2836 Ores and Con- - - - - - -
centrates of Tin
6871 Tin Alloys, 132,415 - - 235 1,109 1,343
unwrought (0.18) (0.84) (1.02)
Note: Figures in the parentheses represent export value of each commodity
exported to each member country as the percentage share of total
export value of that commodity (the value in the column denoted by
"World").
Source: Computed from data in UN Commodity Trade Statistiecs, various issues.
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TABLE A.10

IMPORTS OF SELECTED COMMODITIES OF THAILAND CLASSIFIED BY IMPORT ORIGIN
AVERAGE OVER 1974-197?
(Thousand US Dollars)

ASEAN
SITC Commodity Werld Indonesia Malaysia Philippines Singapore  Total
Total Import 3,217,478 3,151 11,376 4,805 56,914 76,245
(0.10) (0.35) (0.15) (1.77) (2.37)
0611 Raw Sugar - - - - - -
075 Spices 910 320 - - - 320
(35.11) (35.11)
121  Tobacco, un- 32,496 - - - - -
manufactured

221 011 Seeds, 0il - - - - - -
Nuts and 0il
Kernels

2311 Natural Rubber - - - - - -

24 Wood, Lumber 6,561 186 557
and Cork (2.83) (8.49)

2836 Ores and Con- - - -
centrates of Tin

6871 Tin Alloys, - - - - - -
unwrought

123 866
(1.87) (13.19)

Note: Figures in the parentheses represent import value of each commodity
imported to each member country as the percentage share of total
import value of that commodi<y.

Source: Computed from data in UN Commodity Trade Statistics, various
issues.
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TABLE B.1
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CORRELATION COEFFICIENTS OF MEMBER COUNTRIES' EXPORT EARNINGS OF
TOTAL SELECTED COMMODITIES, 1962-1975

INDONESIA  MATAYSIA  PHILIPPINES  SINGAPORE  THAILAND
INDONESIA 1.0000
MALAYSIA 0.7717 1.0000
PHILIPPINES 0.6378 0.6297 1.0000
SINGAPORE 0.7799 0.9586 0.5173 1.0000
THAILAND 0.7034 0.9123 0.7572 0.8627 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five~year moving average trend lines.

Source:

Computed from date in UN Yearbook of International Trade

Statistics, various issues.
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TABLE B.2

CORRELATION COEFFICIENTS OF ELECTED COMMODITIES' EXPORT EARNINGS OF
INDONESIA, 1962-1975

sitc | o075 121 221 2311 24 4222 6871 -

o075 l;OOOO

121 0.7158  1.0000

221 0.0600 0.0506  1.0000

2311 0.3299 0.3904 0.4796  1.0000

24 0.0900 0.2875 0.3827 0.6501 1.0000

4222 0.2921 -0.1064 0.3224 0.5125 0.0826  1.0000

6871 | -0.0813 -0.0800 0.5211 0.6984 0.4367 0.4838 1.0000

Note: Correlation coefficients are calculated by using the deviations
from five-year moving average trend lines.

Source: . Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TAELE B.3

CORRELATION COEFFICIENTS OF SELECTED COMMODITIES' EXPORTS EARNINGS OF
MALAYSTA, 1962-1975

SITC 075 221 2311 24 4222 4223 6871
075 1.0000

221 0.1128  1.0000

2311 0.3139 0.6200  1.0000

24 -0.0484  0.6749 0.8660  1.0000

4222 0.7486 -0.1738 -0,1072 -0.3672  1.0000

4223 0.6153 0.3388 0.2098 0.1121 0.7888 1.0000

6871 0.8513 0.1757 0.3476 -0.0456 0.7481 0.6236 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE B.4

CORRELATION COEFFICIENTS OF SELECTED COMMODITIES' EXPORT EARNINGS OF
PHILIPPINES, 1962-1975

SITC 0611 121 221 24 4223
0611 i.OOOO

121 -0.0193 1.0000

221 -0.2253 0.2146 l.OOOO\

24 -0.2371 0.3512 0.4306 1.0000

4223 0.8779 - 0.1363 0.0809 0.1640 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.




TABLE B.5

164

CORRELATION COEFFICIENTS OF SELECTED COMMODITIES' EXPORT EARNINGS OF

SINGAPORE, 1962-1975

SITC 075 221 2311 4222 4225 6871
075 1.0000
221 -0.0044 1.0000
2311 0.0190 0.3301 1.0000
4222 0.6105 ~0.1950 -0.0538 1.0000
4223 0.4143 O.6088 0.1756 0.5883 1.0000
6871 0.3128 0.5242 ~-0.0046 0.2108 0.4936 1.0000
Note: Correlation coefficients are calculated by using the deviations
from five-year moving average trend lines.
Source: Computed from data in UN Yearbook of International Trade

Statistics, various issues.
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TABLE B.6

CORRELATION COEFFICIENTS OF SELECTED COMMODITIES' EXPORT EARNINGS OF
THATILAND, 1962-1975

SITC 0611 075 121 221 2311 24 6871

0611 1.0000

075 0.1891  1.0000

121 0.7630 0.3069  1.0000

221 -0.3765 ~0.1067 ~0.4683  1.0000

2311 | -0.2728 -0.1182 -0.5005 0.8406 1.0000

24 -0.4822 -0,1309 -0.5017 0.9247 0.8685 1.0000

6871 | 0.3523 0.3525 0.2222 0.2163 0.2070 0.1651 - 1.0000

Note: Correlation coefficients are calculated by using the deviations
from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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CORRELATION COEFFICIENTS OF SELECTED COMMODITIES®' EXPORT EARNINGS OF
ASEAN COUNTRIES, 1962~ 1975

SITC 0611 075 121 221 2311 24 4222 4223 6871
0611} 1.0000 )
075 | 0.4079 1.0000
121 |-0.4566 0.1896 1.0000
221 |-0.2098 0.2092. 0.5844 1.0000
2311(-0.0859 0.0103 0.2141 0.4202 1.0000
24 |-0.2867 0.0047 0.4362 0.7182 0©.8565 1.0000
42221 0.9723 0.5668 -0.3594 -0.0962 -0.0079 -0.2183 1.0000
4223 0.8291 0.4346 -0.2440 0.3150 0.2760 0.1837 0.8694 1.0000
68711 0.6679 0.2226 -0.3335 -0.0168 0.5160 0.2671 0.6667 0.7129 1.0000
Note: Correlation coefficients are calculated‘by using the deviations
from five-year moving average trend lines.
Source: Computed from data in UN Yearbook of International Trade

Statistics, various issues.
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CORRELATION COEFFiCIENTS OF EXPORT EARNINGS IN RAW SUGAR OF ASEAN
EXPORTING COUNTRIES, 1962-1975

0611- PHILIPPINES THAILAND
PHILIPPINES 1.0000
THAILAND ©0.9113 © 1.0000

Note: Correlation coefficients are calculated by using the deviations
from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues. '
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TABLE B.9

CORRELATION COEFFICIENTS OF EXPORT EARNINGS IN SPICES OF ASEAN
EXPORTING COUNTRIES, 1962-1975

s : s : e
075 INDONESIA ~ MALAYSIA  SINGAPORE  THATLAND
INDONESIA 1.0000
MALAYSTA -0.2646 1.0000
SINGAPORE -0.7761 0.5744 1.0000
THATLAND 0.5244 0.1758 0.4935 +1.0000

Note: Correlation coefficients are calculated by using the deviations
from five-year moving average trend lines,

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues,
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TAELE B.10

CORRELATION COEFFICIENTS OF EXPORT EARNINGS IN TOBACCO, UNMANUFACTURED
OF ASEAN EXPORT COUNTRIES, 1962-1975

121 INDONESIA PHILIPPINES THATLAND
INDONESIA 1.0000
PHILIPPINES -0.2129 1.0000
THAILAND ~0,2715 -0.0305 , 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE B.11

CORRELATION COEFFICIENTS OF EXPORT EARNINGS IN OIL SEEDS, OIL NUTS
AND OIL KERNELS OF ASEAN EXPORTING COUNTRIES, 1962-1975

- et

221 INDONESIA MALAYSIA PHILIPPINES SINGAPORE THAILAND

INDONESIA 1.0000
MALAYSTA 0.7158 1.0000

PHILIPPINES 0.1409 0.3148 1.0000

SINGAPORE 0.7277 0.6309 0.3763 1.0000
THAILAND 0.3330 0.6950 0.5615 0.4215 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five--year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics., various issues.
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TABLE B.12

CORRELATION CORFFIENTS OF EXPORT EARNING IN NATURAL RUBBER OF ASEAN

EXPORTING COUNTRIES, l962-l97§

2311 INDONESIA ~ MATAYSIA  SINGAPORE  THAILAND

INDONESIA 1.0000

MALAYSTA 0.6773 1.0000

SINGAPORE 0.7372 0.9715 1.0000

THAILARD 0.6042 0.9890 0.9393 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE B. 13

CORRELATION COEFFICIENTS OF EXPORT EARNINGS IN WOOD ROUGH AND WQOD
SHAPED OF ASEAN EXPORTING COUNTRIES, 1962-1975

24 3‘INDONESIA MALAYSIA PHILIPPINES: THAILAND
INDONESIA 1.0000
MALAYSIA 0.9560 1.0000
PHILIPPINES 0.9066 0.9378 1.0000
THAILAND 0.9495 0.9485 0.8817 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source:. Computed from data in UN. Yearbook of International Trade
Statistics, various issues.
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TABLE B. 14

CORRELATION COEFFICIENTS OF EXPORT ‘EARNINGS IN PAIM OIL OF ASEAN

EXPORTING COUNTRIES, 1962-1975

4222 INDONESIA  MALAYSTA  SINGAPORE
INDONESIA 1.0000
MALAYSTA 0.8458 1.0000
SINGAPORE 0.8471 0.9072 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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TABLE B. 15

CORRLLATION COEFFICIENTS OF EXPORT EARNINGS IN LOCONUT (COPRA) OIL OF
ASEAN EXPORTING COUNTRIES, 1962 1975 - '

o
" 4223 MALAYSIA  PHILIPPINES  SINGAPORE
MALAYSIA 1.0000
PHILIPPINES 0.9506 1.0000
SINGAPORE 0.,8701 0.7768 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statisties, various issues.
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TABLE B, 16

CORRELATION COEFFICIENTS OF E{PORT EARNINGS IN TIN OF ASEAN EXPORTING
COUNTRIES. 1962-1975

—

ﬁ%é?l INDONESIA  MALAYSIA  SINGAPORE  THAILAND
INDONESIA 1.0000
MALAYSTA 0.3353 1.0000
SINGAPORE 0.4802 nO°222§ 1.0000
THAILAND 0.5737 0.1266 0.4090 1.0000
Note: Correlation coefficients are calculated by using the deviations

from five-year moving average trend lines.

Source: Computed from data in UN Yearbook of International Trade
Statistics, various issues.
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