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ABJSTRACJ.

This p-iper attempts to provide estimates of demand

and supply elasticities of exports of four maj^r industrial

countries, viz., the USA, the UK, Federal Republic of Germany

and Japan, using simultaneous equations methods (TSL.S and FIN 0

and employing quarterly data for the period 1970 (ll/)«

Our results of long-run demand price elasticities are found to

be less than unity and are generally louar than those obtained

by other researchers* Second, our estimates of income elasticity

r
of demand for exports shou lesser inter-county variation than

A

those of other investigators,a finding uhich is in line uith

Balassafs contention against a uider range of estimates for

different countries. Finally, ue find that export supoly is

highly sensitive to capacity growth and that the degree of

sensitivity correlates strongly positively uith Openness* 
r

of a county and ueakly negatively uith its size as measured
A

by the GDP* This result implies that for a given capacity, 

expansion is likely to result in greater export expansion 

in economies that a.re small and already very open#



EXPORT DEMAND AND SUPPLY ELASTICITIES FOR 

SELECTED INDUSTRIAL COUNTRIES, 1970-1983

1. INTRODUCTION

The literature on the estimation of demand and supply 

relationships in foreign trade produced during the last three 

decades emphasises the estimation of demand equations. Indeed, 

attempts to estimate supply equations have been so feu that 

Goldstein and Khan (1985), in their recent survey of empirical 

literature on foreign-trade flous, open the subsection on 

supply elasticities uith the remark, ''Despite ov/er thirty 

years of econometric uork on trade equations, it does not take 

a very large table to present a reasonably comprehensive list 

of existing estimates of the price elasticity of supply of 

exports* t! A similar sentiment is expressed by Haynes and 

Stone ( 198 3) uho begin their paper uith the comment, ,fSupply 

behaviour in international trade has been notoriously 

difficult to capture empi rically *11

&n even more disconcerting fact about the literature 

on the estimation of foreign trade relationships concerns the 

‘infrequency uith uhich investigators have estimated both demand 

and supply equations* In the ease of import equations, the 

practice of ignoring the supply equation can be justified on 

the ground that in most cases an individual «ountry faces a 

perfectly elastic supply of its imports* A similar argument 

cannot be made, houever, in the case of exports. Vet only a 

small number of studies have attempted to estimate both the 

demand and supply equations for exports. For example, the 

Goldstein and Khan (1985) survey mentions only four major 

studies in this category ; a O 970) , Goldstein and Khan( 1978) , 

Gylfasen (1978), and Dunlevy (1980)*^



The purpose of this paper is to present estimates of 

long-run elasticities of demand and supply for total exports 

for four major industrial countries, namely, the United States? 

the United Kingdom, Japan and Federal Republic of Germany.

Us employ a simultaneous equations approach and use the more 

recent quarterly-d-uta covering the period 1970 to 1983 to 

estimate these elasticities. As the existing list of such 

estimates is relatively short, our paper should constitute a 

welcome addition to the literature. By comparing our e s t i ­

mates uith those of others, ue can gut some idea of whether 

the export demand and supply elasticities have changed 

significantly over time.

Most studies employing the simultaneous equations 

framework have relied on the single ■ equation method of Two 

Stage Least Squares (TSLS). A notable exception in this 

regard is Goldstein and Khan (1978) which uses the systems 

method of Full Information Maximum Likelihood (FIML). Ue 

experimented with both the methods and found that after 

correcting for autocorrelation, the FIHL method frequently
3

yielded coefficients with wrong signs. Therefore, like the 

majority of investigators in the area, we chose to rely on the 

TSLS estimator.

In using the TSLS procedure, an obvious question concerns 

the normalisation of equations. Haynes and Stone (l383), 

who estimated supply (but not demand) equations for exports 

and imports for USA and UK using this procedure, found that 

normalisation with respect to price yields better fits. In 

our computational work, we experimented with both normalisations 

and found the fits to be better when equations are normalised
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uith rospoct to quantity rather than price. Ua ara not certain 

uhat significance should bo attached to this finding but 

since tho issue of normalisation has bean raised in the 

literature, ue find it useful to at least mention it.

A final question concerns the choice of a proxy 

variable to represent the production capacity in tho export 

supply equation* Tuo variables that have been used in the 

literature for this purpose are trend income e.g., Goldstein 

and Khan (1978) and Haynes and Stone (i983) and trend 

production e.g# , Dunlevy (i960) • Qnce again, ue experi­

mented uith both variables and found that the latter performed 

better. Therefore, in the equations reported in tho paper, 

the production capacity is proxied by trend production.

The paper is organised as follous. In Section 2, ue 

briefly describe the model* In Section 3, ue report our 

results and compare them uith those obtained by other researchers. 

Finally, in Section 4 ue summarise our conclusions. The 

appendix provides details regarding data sources and 

definitions of variables.

2. THE MODEL

The modol ue propose to estimate is familiar in the 

literature and can be found in Goldstein and Khan (1978, 1985).

It is assumed that a country's exports are imperfect substitutes 

for the exports of other countries so that the quantity 

demanded of its exports varies inversely uith its export price 

relative to tho rest of the uorld1s export price. Additionally, 

the export demand depends positively on the uorld income.

Formally, denoting the quantity demanded by Xd , the country's
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export price by PX ? the world price of exports by PXU, and 

the world income by YU, ua have

InX^ *= aQ + a ̂ ln(PX/PXU) + â . In; YU) ' (1)

The supply of exports by tho country is hypothesised to 

depund positively on its export price relative to the domestic 

price and on the production capacity. Denoting the export 

supply by X s , the domestic price by P and the production 

capacity by MF3T, ue have

InXs = b.3 -i- b ln(PX/P) + b 2 In(f'IFGT) (2)

Finally, equilibrium requires

X s = Xd = X (3)

The hypothesised signs of the coefficients are, a ^ < 0  and 

b f b 2 1 a 2 / o •

As usual, ue assume that X and PX are endogenous while 

the other variables are exogeneous to the system. Equations 

(l) and (2) are estimated in the form shown by the TSLS 

method for four industrial countries, namely, USA, UK,

Japan, and Federal Republic of Germany using quarterly data 

starting from the first quarter of 1970 and ending with the 

last quarter of 1983. The endogenous variables X and P X , 

respectively, are measured by the quantity and unit value 

indices of exports of the country in question, PXU is 

proxied by the unit value index of exports of all industrial 

countries, YU is a weighted average of real incomes of major 

industrial countries relevant to a given exporting country 

and MFGT is the logarithmic trend in production of the 

exporting country. The appendix at the end of the paper 

describes in detail the data sources and the manner in which 

some of eur variables were constructed.
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3. R E S U L T S

T able 1 shous the TSLS G s t i m a t o s  of ox port demand and 

e x p o r t  s u p p l y  e q u a t i o n s  for the four i n d u s t r i a l  c o u n t r i e s  

c o n s i d e r e d  in this s t u d y  t o g e t h e r  uith the v a l u e s  of i m p o r -
*

tant s t a t i s t i c s ,  n a m e l y ,  R~, the F - v a l u e  and the O u r b i n -  

U a t s o n  statistic* As can be seen in t his table, the e s t i m a t e d  

price e l a s t i c i t i e s  c a r r y  the e x p e c t e d  n e g a t i v e  sign in e x p o r t  

dema n d  e q u a t i o n s  and the e x p e c t e d  p o s i t i v e  sign in e x p o r t  

supply e q u a t i o n s  for all four countries. They are all found 

to be s t a t i s t i c a l l y  s i g n i f i c a n t  at the 5 per cent level 

e x c e p t  for demand price in tho case of UK and supply price in 

the case of Japan and F e d e r a l  R e p u b l i c  of Germany. E s t i m a t e s  

of income and ca p a c i t y  growth (activity) e l a s t i c i t i e s  have 

c orrect signs and are s i g n i f i c a n t  at the 5 per cent level in 

all four cases. J udging from the value of R ' uhich ranges 

between 0.75 and 0.95, the data used to estimate the equations 

may be regarded as e x h i b i t i n g  an acc e p t a b l e  Ffgoodness of fit" 

for all four countries. It may be noted that our e s t i m a t e s  

have been obtained after adjusting for autocorr e l a t i o n  (see 

the Du/ values in Table 1).

As noted in the introduction, ue also estimated the 

model represented by e quations (l)-(3) by the FIML method 

using the same set of quarterly data for the four countries. 

Unfortunately, the estimated equations exhibited the problem 

of autocorrelation. Attempts to correct for autocorrelation 

resulted in urong signs for many of the coefficients. As 

the FIML estimates of elasticities (unadjusted for au t o c o r r e l a ­

tion) had proper signs and uere s t a t i s tically significant, ue 

have included them in Table 2 along uith our oun TSLS results
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and those of a few other authors for purposes of comparison.

No to that the estimates of Goldstein and Khan in Tab .Uj 2 are 

based on the FIM-L method, those of Balassa on the constant 

market shares approach, and all the rest on the TSLS method.

For clarity of pro sen tati :;n s wo have separated tho demand and 

supply price elasticities shown in Table 2 from the income and 

capacity growth elasticities shown in Tables 3 and 4, 

re spe ct i v e 1y .

Lut us first consider the price elasticities of export 

demand for the four countries. It is evident from Table 2 

that these elasticities vary across countries as well as 

across studies reported here. Considering the fact that the 

various studies are based on different methodologies, 

specifications, and time periods, this fact is hardly surprising, 

Comparing our TSLS estimates with those of Dunlevy (1980) 

who estimated a similar specification as ours for the period 

1957 -75 or uith those of Amano et aJL. ("l981) wh d estimated 

the demand equation using data for the period 1971-77, we 

see that expert demand has continued to be price inelastic 

over time for all four countries. The elasticities estimated 

by us are somewhat larger than those of Dunlevy and Amano 

□Jb al. Turning to the FIML method, we find that our estimates 

are substantially smaller than those of Goldstein and Khan 

and much closer to the various TSLS estimates than those of 

the latter.

Our TSLS estimates of export supply elasticity are 

comparable with those of the other studies shown in Table 2.

As in most other cases, our estimate is the highest for USA.

Uhat is different, however, is that this estimate is not as
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large as the corresponding estimates reported by some other 

authors. For example^ Goldstein and Khan (l'^85; observe in 

their survey that ‘‘excluding the United States, t'he supply- 

price elasticity for the total exports of a representative 

industrial country appears to g o  in the range of one to four. 

The supply elasticity for US exports is probably considerably 

higher than that, perhaps even reaching ten to tuelve.:: Dur

0 stimars for USA is obviously in contradiction uith this 

statement and lies ue.il uithin the one-to-four range mentioned 

by Goldstein and Khan for other industrial countries. It 

is of'interest to note that as in the case of the demand 

equation, our FIML estimates of export-supply elasticity are 

much smaller than those of Goldstein and Khan and are much 

closer to the TSLS estimates obtained by us and other 

investigators. One difference between the equations estimated 

by Goldstein and Khan and us is that wa assume supply to be 

homogeneous of degree zero in PX and P while the latter do 

not do so.

Table 3 compares our estimates of the income elasticity 

of demand for exports with the corresponding estimates of 

other investigators. Compared to the Goldstein and Khan 

□stimates, our estimates show surprisingly little variance 

across countries. In particular, the former find the 

elasticity of demand for US exports to be 1.01 while that for 

Japan to be as high as 4.22. By contrast, our TSLS estimates 

are 1,43 and 1,65, respectively, for the two countries. The 

corresponding estimate far Germany is 1.78 and that for UK 

is 1.67. Our FIHL estimates, while generally slightly lower 

than the TSLS estimates, reinforce strongly the story regard­

ing a lack of variation in the income elasticity of demand
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across countries. Our estimates lend some support t j 

Salassa’s contention that Goldstein and Khan’s ostimate of 

income elasticity of demand uas biased upward for Japan 

and dounuard for US/-.. In conformity uith Balasss’s observa­

tion, the use of pruper capacity variable such as trend in 

industrial production instead of trend in real income does 

seem to result in narrower inter-country differences in the 

estimates of income elasticity of export demand. Balassa's 

argument is that compared uith trend in industrial production, 

trend in real income overstates capacity grouth in USA and 

understates it in Japan uhich, in turn, leads to higher 

estimates for income elasticity for the former and louer 

estimates for the latter.^

Table 4 compares our estimates of capacity grouth 

elasticity uith those of other investigators. Our estimates 

(both TSi-S and FIHL) are positive and significant in all 

four cases. The estimate is the highest for Germany (4.18) 

and louest for USA (1 • 12) • Our estimates suggest that, 

except in the case of USA, exports are highly sensitive to 

capacity grouth.

Finally, Table 5 presents the capacity elasticities of 

export supply for nine industrial countries and correlates 

them uith country size and the degree of openness as measured 

by the share of expui os j_ii uur, These estimates uere obtained 

by estimating equations postulated in the previous section.^ 

According to Table 5, the capacity elasticity increases uith 

the degree of openness and falls uith the GDP although the 

former relationship is much stronger than the latter. More
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precisely, Spearman’s rank correlation coefficient between 

the capacity elasticity and openness turns out to be 0.8 for 

these nine countries. The corresponding correlation of the 

elasticity uith country size is -0.5.

4. CClMC LUSIO.MS

In this paper, ue have provided estimates of export 

demand and supply elasticities for four major industrial 

countries using both the TSLS and FJ.I-1L methods. The four 

countries are USA, UK, Uest Germany and Japan and ue have 

used quarterly data for the period 1 970 I~198 31 \J • Unlike 

most of the other investigators in the area, ue have 

estimated both the demand and supply equations and employed 

a simultaneous equations frameuork.

The findings of this paper may be summarised as 

follous. First, our estimates of the long-run elasticity 

ef demand for exports are generally louer than those 

obtained by Goldstein and Khan but higher than the ones 

obtained by other investigators. In all four cases, our 

estimates are belou unity. Second, our estimates of 

income elasticity of demand for exports shou less variation 

than those of other investigators. All of our TSLS estimates 

of this elasticity lie in the range 1.4 to 1.8. This 

finding is in lino uith B.olassa’s contention against a 

uider range of inter-country differences in the estimates 

obtained by Goldstein and Khan. Finally, ue find that 

export supply is highly sensitive to capacity grouth. The

9



degree of sensitivity of exports to capccity grouth 

correlates strongly positively uith openness g s  measured by 

the ratio of exports to tho GDP and ueakly negatively uith 

size as measured by the GDP. This result implies that for 

a given capacity, expansion is liMely to resu-lt 'WT- 

greater export expansion in economies that are small and 

already very open*

In conclusion, it is perhaps uorth pointing out that 

ue have found the export price variable to perform generally 

poorly in our efforts to estimate the demand and supply 

equations for exports. Indeed, for most of the countries 

included in Table 5, but not in Tables 1-4, the results of 

estimation uith respect to price variables after correcting 

for autocorrelation uere very mixed. This fact has at 

least tuo possible interpretations. First, as is often 

alleged, the unit-value index is a very poor measure of 

variations in the aggregate export price. Second, at the 

aggregate level, the demand for and supply of exports is 

largely determined by non-pricetvafiiables such as income 

and production capacity.
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Data.

All data ara quarterly, seasonally adjusted, where 

necessary and relatu to the ^ r i rJd 1570 I thrfiugn 1^80 IU.

The base year is 1980 throughout. The variables used in 

the model are defined as follows;

X - index of volume of exports

PX - index of unit value of exports

P - index of consumer prices (wholesale price index

for USA and Japan)

PXU - index of export prices of all industrial 

countrie s

MFGT - logarithmic trend in the index of industrial 

production

YU -- uuorldn real income expressed as on index.

YU for the jth country denoted YU$ is 

calculated as follows*

APPENDIX

Y
' j i 3 i

\\J. =* v  a . ,  y j. = u 2 f ...........12,

where a^^ is the weight of the i-th market in j-th country*s 

exports to 12 industrial countries and Y^ measures real 

income in the i-th country. The twelve countries are USA, 

UK, Austria, France, Federal Republic of Germany, Italy, 

Sweden, Switzerland, Canada, Japan, Finland and Australia.
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Formally, as described in r uth'-kker and ^agee (l969),

a = V/X ./UX. (i,j = 1? 12), where UX . . re pro sents
ji J 1 3 N J L

average exports (in value terms) from country j to i ov*r

i\l priods. As our period of inva stigation ranges from 1970

3j to 198 31V* we have N = 56. In precise terms, ue have

ux-ii = N.r, uxjit and uxj = / i ji* 
t~i

Y. has been derived as follows. The data in the 
i

gross domestic product at factor cost at 198 0 pr Ices are 

available in domestic currency units on a quarterly basis 

for all the tuelve industrial countries mentioned oarlier.

Unlike Goldstein and Khan (l978), Hh.D, 

qiuar te rly income^ ̂ se^rie s _ _ n p j j  a 1̂ da^tci, yg emp 1 eyed tho 

original quarterly series as reported in IS A represent 

movements in real income ever time. These series uere 

converted from domestic currency units to a common 

currency, namely, the Special Drauing Rights (SDRs) by 

using appropriate exchange rates.

Djitc. sources.

The data on V X ^ ^  uere taken from the computer tapes, 

Di^recj^n o£ Trade^ Statijstic^s, AnjliipJL (PiUiO and those on 

a 11 o thar variables are from Int-ornatipjoaJ. Financial 

§Ao,t i«S.t,ip,a., Quiar.tetrly (I F SQ) , International Monetary Fund.
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NOTES

1. As regards import-supply eiasticitios, Goldstein and 

Khan mention only two studies in a f o a t m t a ,  These 

studies are by Magee (1970) and Gylfasan (1*378).

2. Mention may also be made of a short note by Browne 

(1982). It may be noted that some studios uhich 

estimate only the demand-for-experts equation do correct 

for the simultaneity bias. For example, see Basevi

(1973) and Khan (1974).

3. It is perhaps worth noting in this context that the

FIMi- estimates can be highly sensitive to small changes 

in specification and data.

4* Over the relevant period, G.MP greu at a much lower rate

than value added in the production of tradable goods

in Japan while the opposite holds for USA. As trend in 

industrial production which includes mostely tradables 

ia likely to proxy export capacity better than trend in 

GNP which includes both tradables and non-tradables, the 

latter will overstate capacity growth in USA and 

understate it in Japan.

5. For countries other than those included in Tables 1.4,

the price elasticity was generally either of the wrong

sign or insignificant. The general failure of the 

price variable to perform well in our supply equations 

suggests that either the unit-value index is a hopelessly 

poor proxy for the export price or the export performance 

is determined by non-price variables.
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TABLE 1

E x, p.p, r t_ Djijn̂ anc!_.jand̂  LX^Drt^..SjJp,g.l.

Data Period? 1 97HI »-'} 98 311/

C ountry Estimated Equations and Statistics 
(Adjusted for auto-correlation)

Un.it.firi- States

i. Export 
Demand

ii. Export 
Supply

Unite_d_ Kingdom

i. Export 
Demand

ii. Export 
Supply

lnXd = - 2.04 -0.96 -Infp-wr-) + 1.43 lnYU
(6.003)*(-1.911) (-2.518)

ff2 = 0.874 ;F(2,52) = 188.OB; O.U=2.36

inX s = -0.69 + 1.27 ln(§”) + 1.12 PIFGT 
_ (=.449) (2.459)* (3.293)*

r 2 =0.876 ;F(2,52) = 191.50; D.U. = 2.43

In* = -3.14 

(-1.004)

-2
r = 0.760

-0.09 In (j^y) + 1.67 In YU

(-.0.296) (2.439)*

;F(2.52) = 82.34; D.U. = 2.51 

PX
lnx = -12. 42 _ + ].05 ln(™-) + 3.69 ItFGT

-2
R = 0,858

• - 1*°i -8.000) (3.627)* (l0.9 1 1 )*

F(2,52) = 164.52; D.U. =2.01



3 apaji

i. Export h ^ n 'PX \
Demand ; ln^ = “3.05 “0.8 ( ^n ^pxTJ^

( - 2 . 0 7 2 ) *  ( - 4 .  9 2 6 ) *

 ̂2 =0 .9 30  “ F ( 2 . b2) = 358 . 9 1 ;
ii. Export s r>v

Supply 1 ln^ = - 9 . 0 8  + 1 . 01  In I'^pV

( - 3 . 4 1 3 ) *  ( 1 . 1 7 9 )

• p 2 = 0.  962 ; F (2 ,5 2) = 6 8 2 . 7 6

Federal Republic 
°JL Ge„r.mjan3/________

i. Export r] py
Demand ; lnx = - 3 . 5 3  - 0 . 5 9  In +

( - 1 . 4 1 )  ( - 3 .  9 6 3 ) *

R 2 = 0 . 8 9  1 F (  2 , 5 2 )  = 203 .

i i .  Export Q P X

Supply ; In* =-14.47 + 0. 67 In + 4.

(-•8.182)* { .65) (10

r 2 = 0.92 ; F(2,52) = 304.78

Mote; Numbers in parentheses are t-values and 
denotes significance at the 5Jo level.

+ 1, 65 I n  YU 

( 5 . 2 3 7 ) *  .

D. U. = 2 . 3 6

+ 2 . 9 8  r-iFGT 

( 5 .  1 8 0 ) *

5 D . U .  = 2 . 2 7

1.78 In YU 

(3.284)*

6 3 j D.U. =2.36

18 HFGT 

.73)*

; D.U. =2.17

1 ** mark



tabu: 2

.PjJljcb. E XjXstipAtJ.2 s_of_ Exj-.qrt .Derniand. anc!̂  J3upj^ly

E^J^irnato.dtJdy_ Pi ff_srent Au„t„hor s

Country G. K.
(FIHL)

Ours
(FIML)

Dunlevy
(2SLS)

Amano Gylfason 
at. a I 12SLS)
( 2 S L S )

Ours
(2SL

.. u ) _____ ______ 1 ( 5 1 1 (7)

ys_

Export Demand -2.78 -0.58 -0.56 “0.32 -0.62 -0, 96

Export Supply + 6, 60 + 0.85 + 1.09 l\l • A . +2.40 + 1-.27

UK

Export Demand -1.32 -0.35 -0.48 -0.08 -0.32 -0.09

Export Supply +1.40 + 0.83 + 1.45 N.A. +0.80 + q • 0 5

OajDan

Export Demand + 2.47 -1. 18 iM. A. -0.81 -2.13 -0.87

Export Supply + 0.00 -1.00 N. A. N.A. +1.70 + 1.01

Federal Republic

Export Demand -0.83 -0.65 N. A. -0,29 -0.38 -0.59

Export Supply + 4.60 + 1.01 N. A. N.A. +0.80 + 0.67

— —----- -— — ------- .. . _______ _

Note' The results obtained by the researchers shoun above
relate to different time periods and estimating techniques, 
viz,, G K 1 s data period is 1955-70, Dunlevy 1957-75 , Amano 

1^71 “77 and Balassa 1953-71. Uhile our results 
refer to the latest period 1970-1983. Similarly, uhile 
GK employed FIHL techniques of estimation, all others 
used 2SLS procedures to generate the elasticities? 
however Balassa folloued constant-market-share approach.



TABLE 3

Income Elasticities af jDeman d, tjstimji tcd^b^

Di^f^ejron^ J,ut hPS..S,r ,

Country G. K.
(Fin l )

Ours
(FIML)

Dunlevy
12SLS)

B a 1 a s s a
( c . n .  s.)

Our s 
(2SLS)

3 X 1 __________,._L2L - . » j I E Z " Z Z M Z Z _ U i...Z M Z i
us 1.01 1.46 0.78 2.02 1.43

UK 0.92 2.71 0.59 2.20 1. 67

Japan 4.22 1.50 N. A. 2.00 1.65

Federal Republic 1*80 
of Geoomany

1.89 N. A . 2.27 1.78

Note*. As in Tab la 2.

TABLE 4

Capacity Grouth Elasticities Estimated by 
Different ,Authcjrs,

Country

~ H 7 ~ '

(FINJL)
Ours
(FIML)

Dunlevy 
( 2SLS)

Bala ssa 
(C.M.S.)

( 5 )

Ours 
(2SLs)

(6)

us 2.41 1.79 1. 27 N . A. 1. 12

UK 2.09 3.88 1.64 N. A. 3.69

3 ap an 2.63 1.84 N. A. N . A. 2.98

Federal Republic 5. 50 4. 19 N. A. N . A. 4. 18
o f Germany

Note: As in Table 2.



R a nking of Indus tri al_ Coun triers _Ac_c_o rdi nj^ Jt o J ^ & a o i  tŷ  J2r ou th 
~ 1-1 as ti ci ty of Export Supply* Size and Degree of Openness 

dujriVg 'the P

TABLE 5

Exporting
country

grButfl l'r ' 
elastici ty 
of export 
supply(2SLS 
e s ti mate s)

a at ik Size of- 
coun try 
( Real 
GNP for 
1970-83) 
Billion 
US S

2/ Rank n 2/Degree—
openness 
(E xport 
share in 
G N P ,aver­
age d f o r 
1970-83)

( %)

Rank

Z Z 3 3 E I
* r ™ I I — i 61 _____ T n

US 1. 19 9 2488.8 1 7.9 9

UK 3.69 4 452.8 5 26.0 4

3 apan 2.98 5 913. 1 2 13.5 8

Germany 4. 18 3 567.0 3 27.0 3

F ranee 2.80 7 496.0 4 19. 3 7

I taly 2.89 6 378. 1 6 21.4 6

Sweden 7.84 2 101. 3 8 28.7 2

Sui tzerland 15.61 1 71.0 9 33.9 1

Canada 1.71 8 24 2. 2 7 24.7 5

Notes: jy All 2SLS estimates of capaci ty grouth e 1 a s ti ci ty are
statistically significant at the 5% level and have 
been obtained by estimating the respective export 
supply equations as hypothesised in section 1 using 
quarterly data for the period 1970 I-'iQBZilV/.

2/ Data on real GNP (GNP at 1980 prices), export value, 
GDP are taken from International Financial S tatistics 
originally in domestic currency units; they are sub- 
sequently converted to US dollars using annual 
average exchange rates available from the same source.
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