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abstract

South Asia, comprising Bangladesh, India, Pakistan and Sri Lanka, with one-fifth
of the global population, is relatively insignificant in world trade as well as in
regional trade. Using conventional trade ratios, this paper finds that there is
potential for trade expansion within the region and, contrary to the common
perception, the commodity structures of all countries are complementary to each
other. Bangladesh and Sri Lanka have the highest level of complementarity in
their trade relative to any other pair, while trade complementarity between Pakistan
and India is less than that of any other pair of countries. India’s exportables are
complementary to importables of the other three countries. This paper suggests
that if the potential complementarities in traded products are fully harnessed and
regional trade and industrial activities are coordinated, both intra and extra-
regional trade will increase.
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Abbreviations

ANZ Australia and New Zealand

APEC Asia Pacific Economic Cooperation

ASEAN Association of South East Asian Nations

EU European Union

FY fiscal year

GATT General Agreement on Tariffs and Trade

GDP gross domestic product

GNP gross national product

HS Harmonised System

IMF International Monetary Fund

IPO Import Policy Orders

QR quantitative restriction

SITC Standard International Trade Categories

UNCTAD United Nations Conference on Trade and Development

UNIDO United Nations Industrial Developmen Organisation

VAT value-added tax

WTO World Trade Organisation
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outh Asian economies in the global
trading systemSSSSS

This paper describes the South Asian countries with respect to their economic structure
and commercial policies. Complementarity and competitiveness among the countries
are analysed using conventional trade measures with a view to examining the
implications of these factors for economic integration in the region.

The first section provides a general background of the South Asian economies, the
following discusses their commodity composition and direction of trade. The third
section analyses the export and import performance ratios to highlight trade
complementarities and the last section discusses the implications of the findings.

South Asian economies: a general background

South Asia—Bangladesh, India, Pakistan and Sri Lanka—is a region with apparent
potential for economic growth, but in the mid-1990s is relatively insignificant in world
trade. The region has a population of more than one billion living in an area comprising
only 3.2 per cent of global land area. The countries of South Asia have a long history of
inward-looking economic policies with a planned approach to development. It is only
recently that the South Asian economies have initiated reform programs to allow greater
integration with other markets. Due to their inward-looking policies, the foreign trade
sectors of these economies have remained small relative to other comparable economies,
for example, ASEAN (see Appendix Table A1 for the trade–GDP ratios of selected
countries and country groupings).

Tthe South Asian economies are in a vicious cycle of low income growth and high
population growth resulting in low per capita income growth (Table 1). Pakistan has
the highest growth rates in both GDP and population for the period 1980–93. While
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population growth rates are falling in the other countries, Pakistan’s population is
growing at an increasing rate. Agriculture remains a large part of economic activity in
Bangladesh and India while in Pakistan and Sri Lanka agriculture and industry
contribute almost equally. Service sectors are the largest GDP contributors in all the
countries.

One significant feature of these economies is that exports are increasing at higher
rates than imports. Yet the resource balance has not improved over the period 1980–93
due to the low level of exports compared to imports.

Table 1 Economic indicators of South Asian countries, 1993

Bangladesh India Pakistan Sri Lanka

Land area (000 sq km) 144 3,288 796 66
Population  (million) 115.2 898.2 122.8 17.9
Growth of population (% p.a.)

1973–80 2.9 2.1 2.7 1.7
1980–93 2.1 2.0 2.8 1.5

GDP US$million 23,977 225,431 46,360 9,377
Annual average growth of GDP

(1987 prices) 1980–1993 4.2 5.2 6.0 4.0
Distribution of GDP(%)

Agriculture 30 31 25 25
Industry 18 27 25 26
Service 52 41 50 50

Per capita GNP (US$) 220 300 430 600
Annual average growth of per capita

GNP (1987 prices) 1980–1993 2.1 3.0 3.1 2.7
Resource balance (US$million)

(X – M of goods & non-factor services)
1985 -1,527 -6,135 -3,564 -734
1990 -1,896 -6,415 -3,355 -672
1991 -1,650 -3,748 -3,041 -1,021
1992 -1,561 -3,530 -3,909 -917
1993 -1,515 . -3,678 -982

Growth of merchandise trade (% p.a.)
1980–93
Exports 9.8 7.0 10.1 7.3
Imports 4.8 4.2 3.0 4.0

Sources: World Bank, 1995c. World Development Report 1995, Oxford University Press, Oxford; International
Monetary Fund, 1996. International Financial Statistics Yearbook, International Monetary Fund, Washington,
DC.
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The anti-export commercial policies these countries have followed since
independence have led to their economies being less competitive in the global market.
However, the first phase of reforms being implemented is moving these economies
‘closer to their competitive potential’ in the international markets (World Bank 1996).
In this context, recent developments in trade policy in the individual countries are
outlined.

Bangladesh

Gaining independence in 1971, Bangladesh pursued inward-looking policies until the
mid-1980s when the government initiated economic reforms to rationalise its trade
regime and exchange rate management. With the change to outward-looking industrial
and trade policies, the objective was to increase export competitiveness. The transition
from an import-substituting strategy, based on public control and ownership, to a
private-sector driven, market-oriented liberal economic regime has been gradual and
is not yet complete. Until 1987, Bangladesh’s trade policy was characterised by
incentives for exports and restriction of imports to protect domestic production. Though
this policy appears to have been successful in some of the newly industrialised
economies, it proved unsuccessful in South Asia. Later, following the success of some
newly industrialising Southeast Asian economies (for example, Indonesia and
Malaysia), Bangladesh opted for a trade policy emphasising export promotion and
import liberalisation. This process started in fiscal year (FY) 1985 when the Bangladesh
government initiated a trade reform program by introducing negative and restricted
lists of quantitative restrictions (QRs), replacing the ‘positive list’ of importables in its
Import Policy Orders (IPO).1 Eventually in IPO 1989–91, Bangladesh introduced a
single list known as the control list, with 320 headings at the Harmonised System (HS)
four-digit level, combining both restricted and banned items. The coverage of the control
list was reduced in subsequent years as steps towards Bangladesh’s goal to achieve an
import policy with no protection for import substitution (World Bank 1994). In IPO
1993–95, the control list contained 110 headings.

Another important step in trade liberalisation was taken in FY 1992 with the
introduction of a trade-neutral value-added tax (VAT) at a uniform rate of 15 per cent,
replacing the discriminatory sales and excise taxes. In the same year, exchange rates
were unified (the secondary exchange market was abolished). These reforms were
followed by the compression and reduction of tariff rates in subsequent years. By FY
1995, the number of tariff rates had fallen to five from 16 in FY 1991 and the unweighted
mean tariff rate declined to 30 per cent from 89 per cent over the same period (World
Bank 1995a). The maximum tariff rates for most items were reduced to 60 per cent in
1991 (Bangladesh 1995).
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The economy has also undergone a significant change in its international trade
(Table 2). Its foreign sector has increased as measured by the ratio of exports plus
imports to GDP. By 1994, Bangladesh’s exports had risen to 10.4 per cent of GDP from
3.1 in 1975, and imports to 18.3 per cent of GDP from 12.6 per cent in 1975. In value
terms, exports rose more than imports during this period. The total value of imports
rose to US$4.7 billion in 1994 from US$1.3 billion in 1975 whereas exports rose from
the low level of US$0.3 billion in 1975 to US$ 2.7 billion in 1994.

This structural change is also reflected in commodity trade. In 1975, Bangladesh
relied heavily on exports of textile fibre (jute) which accounted for more than 24 per
cent of total exports, but by 1994, the share of jute in total exports had fallen to less

Table 2 Structure of international trade: Bangladesh, 1975–94 (per cent)

Exports Imports

1975 1985 1994 1975 1985 1994

Food items 7.21 17.91 11.43 52.55 24.25 16.35
Cereals 0.0 0.0 0.0 46.59 10.23 5.90
Veg. oil & oil seeds 0.0 0.0 0.0 2.71 7.34 5.76

Textile fibres 24.25 12.64 1.89 5.72 3.83 2.04
Mineral fuels . . . 7.56 16.53 6.09
Manufactures 67.74 65.80 85.94 29.88 50.67 71.30

Textiles and clothing 59.62 54.86 75.33 3.05 5.89 27.60
Chemicals . . 1.30 8.03 11.84 9.14
Fertiliser 0.0 0.0 1.16 3.24 5.73 1.04
Iron and steel 0.0 0.0 0.0 3.32 6.37 3.89
Machinery and

equipment . 1.58 1.61 9.76 18.37 20.42
Non-metallic mineral

products 0.0 0.0 . 2.44 2.81 2.05
Leather & leather

products 5.89 7.53 5.43 . . .

1975 1985 1994
Total exports (million US$) 327.0 999.0 2,661.0
Total imports (million US$) 1,321.0 2,772.0 4,701.0
Exports as share of GDP (%) 3.1 6.9 10.4
Imports as share of GDP (%) 12.6 19.1 18.3

Note: Commodity aggregations are described in Appendix Table A2.
Sources: UN trade data, International Economic Databank, The Australian National University,
Canberra; International Monetary Fund, 1996. International Financial Statistics Yearbook, International
Monetary Fund, Washington, DC.
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than 2 per cent. On the other hand, Bangladesh’s dependence on manufacturing exports
increased substantially. Manufactures were also the major items on the import side.
Imports of manufactures more than doubled, growing to 71.3 per cent of total imports
in 1994 from a level of around 30 per cent in 1975, at which time food items were the
major importable commodity. Reliance on food imports has fallen significantly over
time.

India

With the second largest population (nearly one billion) of the world and one of the
low income economies having a per capita GNP of US$290 in 1993, India has pursued
a planned approach to development with extensive regulation of the economy since
its independence from British colonial rule in 1947. Relative to its South Asian
neighbours—which followed a strategy of growth through central planning—India
has been the most successful in industrialisation. India’s industrial output grew by an
average of 6 per cent per annum between 1960 and 1990 (Economist 1997). Though its
development strategy led to a diversified industrial base and a relatively large and
sophisticated financial sector in an economy growing at positive rates (5.2 per cent
over the period 1980–93), its inward-looking industrial policy with extremely high
tariffs and pervasive quantitative restrictions kept growth well below its potential.
Until 1991, India had a complex import licensing system based on 26 separate lists
having 10 different types of licenses and quantitative restrictions on 91 per cent of
value added of all tradeable commodities. The tariff regime was characterised by a
maximum of 400 per cent with an import-weighted average rate of 87 per cent. Export
trade was subject to restrictions on 439 items in addition to export taxes and subsidies
on a number of items. As a result of economic stagnation and structural rigidity and
fuelled by the Gulf war, a major balance of payments crisis occurred in FY 1991 when
India’s foreign exchange reserves fell to a level just sufficient for two weeks’ imports
(Thakur 1996). After achieving an average growth rate of 5.5 per cent in 1980s, the
economy ‘nose-dived’ into a crisis in 1991 when industry and agriculture registered
negative growth and the growth rate of GDP fell to 1.2 per cent (Rao 1996).

This national economic crisis, accompanied by changed fundamentals in
international politics, prompted the Indian government to initiate a comprehensive
economic stabilisation and adjustment program in FY 1992.2 Export taxes were
abolished and export subsidies gradually eliminated. The nominal exchange rate was
devalued by 20 per cent in FY 1992, and further downward adjustment occurred as a
result of market forces (Ghosh 1996). By 1997 the currency was approaching full
convertibility. Most quantitative restrictions on imports of capital goods and
intermediates were eliminated and a single negative list was established. The maximum
import tariff was reduced to 65 per cent in FY 1995 with significant declines in tariffs
below the maximum. The dispersion of tariff rates declined from 22 rates in 1991 to
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only eight in 1995. These changes in tariffs reduced the import-weighted average tariff
to 33 per cent in 1995, while the mean tariff rate fell from 128 per cent in 1991 to 55 per
cent in 1995 (World Bank 1995b). However, the quantitative restrictions have not been
reduced substantially. Ahluwalia (1995) notes that for all sectors other than final
consumer goods, quantitative restrictions on imports have been largely eliminated.
The government has a target of replacing all QRs with tariffs by FY 1998 (APEG 1996).

Table 3 Structure of international trade: India, 1975–94 (per cent)

Exports Imports

1975 1985 1994 1975 1985 1994

Food items 37.7 25.3 15.5 25.8 8.4 6.0
Cereals . 2.3 1.5 23.4 . 0.0
Veg. oil & oil seeds 2.1 . . . 3.8 .

Textile fibres 1.1 . . 1.5 1.3 2.2
Crude fertilisers

and mineral ores 7.7 7.2 2.8 2.2 4.2 4.1
Mineral fuels . 6.0 1.9 22.6 26.5 23.9
Non-ferrous metals 4.6 . . 2.2 2.8 3.5
Manufactures 44.8 58.1 76.2 45.1 54.4 51.3

Chemicals 2.7 3.7 8.5 17.8 14.6 15.2
Fertiliser 0.0 0.0 . 11.9 5.4 2.7
Iron and steel 2.7 . 2.9 6.8 7.1 4.1
Machinery and

equipment 7.3 6.3 7.1 15.6 20.8 19.4
Leather & travel goods  4.8 6.4 3.6 0.0 0.0 .
Paper products . . . 1.3 1.1 .
Textiles and clothing 18.2 21.8 28.7 . . 1.2
Non-metallic

mineral products 3.8 13.4 16.7 1.6 6.1 6.3

1975 1985 1994
Total exports (million US$) 4,355.0 9,140.0 25,075.0
Total imports (million US$) 6,381.0 15,928.0 26,846.0
Exports as share of GDP (%) 4.6 4.3 8.3
Imports as share of GDP (%) 6.8 7.5 8.9

Note: Commodity aggregations are described in Appendix Table A2.
Sources: UN trade data, International Economic Databank, The Australian National University,
Canberra; International Monetary Fund, 1996. International Financial Statistics Yearbook, International
Monetary Fund, Washington, DC.
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Implementation of the total reform package would be a remarkable achievement
considering that India began to reduce tariffs much later than other developing
economies and started from a much higher level of protection. The large devaluation
of FY 1992 (15 per cent depreciation of the real effective exchange rate between 1991
and 1992 as noted in Letiche 1996) more than compensated many producers of traded
goods for the tariff liberalisation implemented since 1991. Little (1996) suggests that
this indicates that tariff reduction could go faster. He further notes that India should
still be considered as one of the highly protected economies even after implementation
of the present reform package because it has too many rates (seven) and too high a
tariff level (50 per cent).

India’s exports and imports have been growing over the past several years—both
in value and as shares of GDP. By 1994, India’s exports had risen to US$26.8 billion
(8.9 per cent of GDP) from US$4.4 billion (4.6 per cent of GDP) in 1975 (Table 3). On
the other hand, imports had risen to US$25.0 billion (8.3 per cent of GDP) in 1994 from
US$6.4 billion (6.8 per cent) in 1975.

The commodity composition of India’s exports has also undergone a significant
change towards increasing reliance on manufactured products. In 1975, food items
(traditional agricultural products such as tea, coffee, spices, nuts and fish) contributed
37.7 per cent while manufactured goods contributed 44.8 per cent to total exports. By
1985 these shares had changed to 25.3 per cent and 58.1 per cent respectively. In 1994
manufactures accounted for two-thirds of exports earnings, while food exports had
fallen to 15.5. per cent.

The structure of imports has not undergone major change during this period except
that food imports have been reduced. Unlike Bangladesh and Sri Lanka, India’s imports
of textiles and clothing are negligible.

Pakistan

Pakistan, a country of 125 million people and a per capita GNP of US$430 in 1993,
came into existence as an independent nation in 1947. Despite considerable political
turmoil over the past several years in the re-establishment of its democratic institutions,
Pakistan achieved a high rate of GDP growth over the period 1980–93. Before embarking
on a comprehensive program of macroeconomic stabilisation and structural adjustment
in FY 19893 (with IMF approval of a 3-year Structural Adjustment Facility), Pakistan’s
economy was characterised by a heavily regulated investment regime and a non-
competitive and distorting trade regime. The interventionist economic policies with
import substitution and self sufficiency as the objectives have had a significant effect
on the efficiency of the economy. Despite some piecemeal and slow-paced reform
measures taken in the early 1980s, Pakistan experienced a serious macroeconomic
imbalance in FY 1988 (World Bank 1991). The main objectives of the medium-term
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reform program initiated in FY 1989 were to restore the resource balance to a sustainable
level and to improve the economy’s efficiency.

The trade regime with its high statutory tariffs (maximum of 225 percent in 1988)
but low effective average rate due to numerous concessions and exemptions, wide
tariff dispersion and stifling quantitative restrictions, was also reformed. The trade
reform program aimed to replace QRs with tariffs, reduce the number of banned items
from 400 to 80, reduce maximum tariffs to 100 per cent, and eliminate most tariff
exemptions and concessions by FY 1991 (World Bank 1989). The reform program stalled
in 1990, but was revitalised in FY 1991 after a new government took office in November
1990 and instituted an agenda for fundamental reform in a number of areas. By FY
1994, Pakistan’s negative list had been reduced to 77 items, the restricted list to 50, the
maximum tariff rate to 70 per cent (with a few exceptions) inclusive of all other charges

Table 4 Structure of international trade: Pakistan, 1975–94 (per cent)

Exports Imports

1975 1985 1994 1975 1985 1994

Food items 24.7 17.3 9.8 23.6 18.9 16.3
Cereals 18.3 10.2 4.3 12.6  4.8 3.2
Veg. oil & oil seeds . . . 4.7 7.9  8.5

Textile fibres 16.0 16.7 1.4 2.2 2.5 4.6
Mineral fuels 1.1 1.4 . 17.9 24.3 18.41
Manufactures 54.3 61.9 86.9 52.0 50.7 55.9

Textiles and clothing 39.6 45.3 76.3 2.2 2.0 .
Chemicals 1.1 3.4 . 9.4 11.5 16.3
Fertiliser 0.0 3.1 0.0 2.6 1.9 1.9
Iron and steel 0.0 . 0.0 9.6 3.6 3.7
Machinery and

equipment . 1.0 . 23.8 27.1 28.3
Leather & travel goods 4.3  6.1 3.7 0.0 0.0 .
Paper products 0.0 0.0 0.0 2.1 1.7 1.4

1975 1985 1994
Total exports (million US$) 1,052.0 2,740.0 7,365.0
Total imports (million US$) 2,158.0 5,890.0 8,889.0
Exports as share of GDP (%) 9.4 9.2 14.4
Imports as share of GDP (%) 19.2 19.9 17.4

Note: Commodity aggregations are described in Appendix Table A2.
Sources: UN trade data, International Economic Databank, The Australian National University,
Canberra; International Monetary Fund, 1996. International Financial Statistics Yearbook, International
Monetary Fund, Washington, DC.
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and duties, the unweighted tariff rate had fallen to 56 per cent, all export duties were
withdrawn, and the currency exchange system was fully liberalised (GATT 1995).
Pakistan had a target of reducing the maximum tariff rate to 35 per cent and with only
seven rates by FY 1997.

In relation to its neighbours, Pakistan has a reasonably large foreign sector as
measured by the ratio of exports plus imports to GDP (Table 4). Pakistan’s exports
and imports have been growing during the 1990s, however, the import growth has
been much lower than export growth, mainly because of the sound exchange rate
policy adopted under the structural reform package which involved currency
devaluation that led to a real effective depreciation of some two per cent annually
over the period 1988–92 and 10 per cent in 1993 (GATT 1995).

By 1994, Pakistan’s exports had risen to US$7.4 billion (14.4 per cent of GDP) from
US$1.0 billion (9.4 per cent of GDP) in 1975 (Table 4). But in import trade, the trade
ratio to GDP fell from 19.2 per cent in 1975 to 17.4 per cent in 1994; though in absolute
terms imports increased to US$8,889 million in 1994 from US$2,158 million in 1975.

The commodity composition of Pakistan’s export trade has undergone a significant
change towards increasing reliance on manufactured products, especially from the
textiles and clothing sector. In 1975, the manufacturing sector contributed 54 per cent
of total exports, but by 1994 this share had increased to about 87 per cent. Textiles and
clothing exports alone accounted for 76 per cent of total exports in 1994. During the
period 1975–94, Pakistan’s exports of textile fibres (mostly cotton) significantly
decreased, reflecting increasing demand for raw cotton by the textiles industry.

Pakistan’s import sector has also undergone some changes, though these were not
spectacular. Imports of manufactures increased with machinery and equipment being
the major import sector. Imports of raw materials (for example, chemicals) also
increased. Food imports fell significantly. Unlike some other South Asian countries
(for example, Bangladesh and Sri Lanka), Pakistan’s imports of textile manufactures
are negligible. However, its imports of jute (a textile fibre) have been gradually
increasing. Barring these, Pakistan’s imports have not seen any major change since
the 1970s.

Sri Lanka

Sri Lanka is endowed with richly varied natural resources and well-developed human
resources living in an area of 66 thousand sq km. Its population totals about 18 million
with per capita GNP of US$600 in 1993. Sri Lanka achieved its independence in 1948.
It is a highly trade-dependent economy exporting plantation crops like tea, rubber
and coconuts and importing food cereals as well as manufactured consumer goods.
Until 1977 its trade policy moved back and forth between more or less intervention
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with the cyclical changes of government. In 1977 when J. Jaywardene took over the
government, the economy was characterised by intervention in trade, investment and
foreign exchange. Sri Lanka’s commodity market was subject to trade taxes, subsidies,
price controls and quantitative import controls (Athukorala and Jayasuriya 1994). The
tariff structure had rates up to 500 per cent with more than 19 major tariff bands (Central
Bank of Sri Lanka 1995). The new government initiated a reform package in November
1977—the first in South Asia. The main elements of this reform package included
tariffication of quantitative trade restrictions, reduction of export taxes, abolition of
the pervasive system of exchange controls and adoption of a floating exchange rate
system and relaxation of foreign investment regulations. But the pace of implementation
was rather slow. Moreover, it was an incomplete reform package in that the
liberalisation of quantitative restrictions was not followed by a reduction of tariff rates,
and this reduced the chances of completing the reforms (Lal and Rajapatirana
1989). After a long delay, in 1985 a major step towards tariff rationalisation was taken
when the maximum tariff rate was reduced to 60 per cent from 100 per cent (WTO
1996). Since 1995, Sri Lanka’s tariff regime has had three bands, 10, 20 and 35 per cent
with a future objective of having a uniform single rate of 15 per cent by 1997 or 1998.
Sri Lanka has the most open economy in South Asia.

Sri Lanka has a large foreign sector as measured by the ratio of exports and imports
to GDP (Table 5). By 1994, Sri Lanka’s exports had risen to 27.4 per cent of GDP from
16.0 per cent in 1976, the year before economic reforms were initiated. Imports rose to
40.8 per cent of GDP in 1994 from 16.2 per cent in 1976. The higher level of the trade–
GDP ratio was largely due to the greater increase in the level of imports. Over the
period 1976–94, the total value of imports rose from US$0.6 billion to US$4.8 billion,
while exports rose from a similar level to US$3.2 billion.

The economy has also undergone a significant change in the composition of trade.
In 1976, it relied heavily on exports of tea, vegetable oils and seeds (coconut and coconut
oil), and agricultural raw materials (rubber). These three plantation crops comprised
more than 60 per cent of total exports at that time. Since the mid-1970s, Sri Lanka’s
dependence on manufacturing exports had increased substantially. In 1994
manufactured products contributed more than 72 per cent to total exports with textiles
and clothing alone holding a share of more than 50 per cent. On the import side also
manufactures increased their share to about 75 per cent in 1994 from a level of 34 per
cent in 1976. Sri Lanka’s thrust to increase production of cereals has driven food grain
imports down to only 3 per cent in 1994 from a level of about 17 per cent in 1976.
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Regional and international trade

This section is devoted to a discussion of the intra-regional and international trade
structures of the South Asian economies. Analysis is conducted in terms of conventional
trade measures such as commodity composition, direction of trade and bilateral trade
shares.

Table 5 Structure of international trade: Sri Lanka, 1975–94 (per cent)

Exports Imports

1976 1985 1994 1976 1985 1994

Food items 58.5 47.4 21.2 36.3 20.0 15.9
Cereals . 0.0 . 16.8 7.9 3.3
Tea 43.7 34.8 13.1 0.0 . .
Veg. oil & oil seeds 4.6 3.2 . . . .

Agri. raw materials 21.2 9.8 3.5 2.6 1.9 2.0
Textile fibres 2.0 1.4 . 1.7 1.1 1.3

Mineral fuels 0.5 9.0. . 24.9 21.8 6.3
Manufactures 5.8 32.6 72.5 34.1 54.6 74.7

Textiles and clothing 1.6 23.8 50.6 4.5 9.9 23.8
Chemicals 3.0 2.8 1.3 7.3 9.2 8.6
Fertiliser 0.0 0.0 0.0 1.62 3.0 1.5
Iron and steel 0.0 0.0 . 2.44 2.8 2.9
Machinery and

equipment . . 2.3 13.03 20.6 23.4
Non-metallic mineral

products . 3.0 8.3 . 2.8 5.3
  Paper products 0.0 0.0 . 1.19 1.8 2.4

1976 1985 1994
Total exports (million US$) 570.0 1,293.0 3,208.0
Total imports (million US$) 585.0 1,843.0 4,776.0
Exports as share of GDP (%) 16.0 22.3 27.4
Imports as share of GDP (%) 16.2 33.3 40.8

Note: Commodity aggregations are described in Appendix Table A2.
Sources: UN trade data, International Economic Databank, The Australian National University;
International Monetary Fund, 1996. International Financial Statistics Yearbook, International Monetary
Fund, Washington, DC.
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Commodity composition of trade

Values of exports and imports of each country and sectoral shares for 1994, measured
in broad commodity aggregates, are presented in Tables 6 and 7, respectively. Based
on these broad aggregates, the import and export structures of South Asian economies

Table 6 Commodity composition of South Asian exports, 1994 (US$ million)

Bangladesh India Pakistan Sri Lanka South Asia

Primary products 417 5,826 941 818 8,002
(13.9) (22.1) (12.8) (25.6) (20.1)

Food Items 346 4,085 717 678 5,826
(11.5) (15.5) (9.8) (21.2) (14.6)

Agricultural 60 314 157 112 643
Raw materials (2.0) (1.2) (2.1) (3.5) (1.6)
Crude fertilisers & 0.8 739 10 19 769

Mineral ores (.) (2.8) (0.1) (0.6) (1.9)
Mineral fuels 10 512 56 7 585

(0.3) (1.9) (0.8) (0.2) (1.5)
Non-ferrous metals . 177 . 1 179

(0.7) (.) (0.4)
Manufactured products 2,581 20,052 6,368 2,314 31315

(85.8) (76.2) (86.9) (72.5) (78.6)
Chemicals 39 2,226 46 43 2,355

(1.3) (8.5) (0.6) (1.3) (5.9)
Iron and steel 1 775 2 2 781

(.) (2.9) (.) (.) (2.0)
Machinery & 48 1876 16 72 2,013

equipment (1.6) (7.1) (0.2) (2.3) (5.0)
Other manufactured 2,492 15175 6303 2197 26167

products (82.9) (57.7) (86.0) (68.8) (65.7)
Textile & clothing 2,262 7,541 5,593 1,614 17009

(75.2) (28.7) (76.3) (50.6) (42.7)
Leather & travel 163 938 272 37 1410

goods (5.4) (3.6) (3.7) (1.1) (3.5)
Goods not classified 8 431 20 60 518

(0.3) (1.7) (0.3) (1.9) (1.3)
All products 3,007 26,309 7,328 3,192 39,836

(100) (100) (100) (100) (100)

Notes: Figures in parentheses are commodity shares in total trade. Shares may not add up to 100 because
of rounding. The product categories defined in terms of SITC (Rev. 1) codes (UN  1961) are listed in Appendix
Table A2. The aggregation of commodities is adopted from UNCTAD (1994) and is fairly standard.
Source: UN trade data, International Economic Databank, The Australian National University, Canberra.
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are similar—all are dominated by the manufacturing sector. The region as a whole
and the countries individually are net importers of primary commodities because of
their heavy dependence on fuel imports. In 1994, US$8.9 billion was spent on imports
of mineral fuels, accounting for 19.6 per cent of the total import bill for the region
(Table 7). While the region is commonly believed to be a food deficit area, it is in fact a

Table 7 Commodity composition of South Asian imports, 1994 (US$ million)

Bangladesh India Pakistan Sri Lanka South Asia

Primary products 1,045 11,816 3,874 1,123 17,858
(27.4) (41.9) (43.6) (25.2) (39.4)

Food items 624 1,700 1,448 708 4,480
(16.3) (6.0) (16.3) (15.9) (9.9)

Agricultural 106 1,244 555 87 1,991
Raw materials (2.8) (4.4) (6.2) (1.9) (4.4)
Crude fertilisers & 19 1,144 137 19 1319

Mineral ores (0.5) (4.1) (1.5) (0.4) (2.9)
Mineral fuels 232 6,741 1,631 279 8,882

(6.1) (23.9) (18.4) (6.3) (19.6)
Non-ferrous metals 64 987 104 30 1185

(1.7) (3.5) (1.2) (0.7) (2.6)
Manufactured products 2,725 14,462 4,966 3,329 25,482

(71.3) (51.3) (55.9) (74.7) (56.2)
Chemicals 353 4,285 1,447 384 6,469

(9.3) (15.2) (16.3) (8.6) (14.3)
  Iron and steel 148 1,165 333 128 1,774

(3.9) (4.1) (3.7) (2.9) (3.9)
Machinery & 780 5,459 2,517 1,041 9,796

equipment (20.4) (19.4) (28.3) (23.4) (21.6)
Other manufactured 1,443 3,553 669 1,777 7,442

products (37.8) (12.6) (7.5) (39.9) (16.4)
Textile & clothing 1,052 328 77 1,058 2,514

(27.5) (1.1) (0.9) (23.7) (5.5)
Leather & travel 6 99 10 20 136

goods (0.2) (0.4) (0.1) (0.5) (0.3)
Goods not classified 28 1,906 39 3 1,977

(0.7) (6.8) (0.4) (.) (4.4)
All products 3,820 28,185 8,879 4,455 45,339

(100) (100) (100) (100) (100)

Notes: Figures in parentheses are commodity shares in total trade. Shares may not add up to 100
because of rounding.
Source: UN trade data, International Economic Databank, The Australian National University,
Canberra.
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net exporter of food items. This is mainly because of India’s much higher exports of
food items relative to its imports. Among primary commodities, these items are the
main exportables of this region.

Although manufactured products occupied dominant shares of both imports and
exports of all countries, as a group they are a net exporter of manufactured products.
However, Bangladesh and Sri Lanka import more manufactured goods than they
export, while Pakistan and India are net exporters. Among manufactured products,
textiles and clothing are the major exportables and machinery and equipment are the
major importables of the region.

Exports from the region are generally dominated by labour-intensive manufactured
goods, for example, textiles and clothing. These items contribute more than two-thirds
of the export earnings of Bangladesh and Pakistan, more than half of Sri Lanka’s but
less than one-third of India’s export earnings—though in absolute value, India’s exports
of textiles and clothing are higher than those of any other country in the region.

On the import side, capital-intensive manufactured products such as chemicals,
machinery and equipment are predominant. The countries of the region are dependent
on imports of machinery and equipment to sustain their development efforts.
Agricultural raw materials, of which textile fibre is an important component, are also
an important import item. For Bangladesh and Sri Lanka, imports of textiles and
clothing are substantial. Both countries have to rely heavily on imported textile yarn
and fabric for their clothing industries which account for the bulk of their export
earnings.

Direction of trade

The destinations and origins of the region’s exports and imports are mainly non-Asian
countries, particularly the United States and the European Union (EU) (Table 8). Only
19 per cent of exports and 23 per cent of imports of the region are destined to or
originate from Asian countries, while these shares are 50 per cent and 33 per cent,
respectively, for the United States and the EU combined. Of the four countries,
Bangladesh and Sri Lanka are much more dependent on the United States for their
exports while India and Pakistan are more dependent upon the EU. India and Pakistan
are also more dependent upon Middle East countries for their oil imports. Individually,
the United States and Japan are the major trading partners. Import shares with Asian
partners, for example, Japan, China, and the Middle East are significantly higher than
the export shares with them, while the region’s export shares in trade with non-Asian
partners except Australia and New Zealand (ANZ) are higher than its import shares.
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Regional trade patterns

The realities of existing trade relations and the increasing political and diplomatic
problems in the region present significant difficulties in the development of trade
among South Asian economies.

Table 8 Direction of trade of South Asia, 1994 (per cent)

Bangladesh India Pakistan Sri Lanka South Asia

Exports
South Asia 1.8 3.6 3.0 2.3 3.3
Asia 9.9 20.6 23.2 6.6 19.1
APEC 46.0 47.0 43.7 44.4 46.1
China 0.6 1.0 0.7 0.2 0.8
Japan 2.6 8.3 7.1 5.1 7.4
Africa 2.2 4.5 4.7 1.3 4.1
Middle East 3.7 8.3 11.0 7.7 8.5
ANZ 0.7 1.6 1.8 1.3 1.5
EU 40.2 27.4 29.8 32.0 29.0
NAFTA 36.2 21.1 17.6 33.9 22.6
USA 34.2 19.7 15.3 31.8 20.9
NIE 4.7 10.8 14.2 2.6 10.3
Developing countries 17.7 36.2 39.8 21.1 34.3
Industrial  countries 81.1 60.9 59.3 74.5 63.2

Imports
South Asia 12.7 0.4 1.5 9.0 3.0
Asia 49.8 14.4 23.9 39.5 23.1
APEC 52.4 34.8 42.6 48.1 39.8
China 8.3 2.6 4.6 3.2 3.7
Japan 7.5 7.7 9.2 9.9 8.2
Africa 0.3 5.6 2.7 1.2 3.9
Middle East 3.5 21.0 20.9 4.7 17.2
ANZ 1.8 3.3 2.2 3.6 2.9
EU 11.3 28.9 24.0 20.5 25.0
NAFTA 6.6 10.5 10.4 4.6 9.4
USA 5.2 9.4 9.6 4.3 8.4
NIE 23.8 7.3 6.9 18.9 10.4
Developing countries 70.3 43.4 48.0 58.1 48.9
Industrial  countries 28.4 54.9 49.7 41.0 49.3

Notes: APEC = Asia Pacific Economic Cooperation; ANZ = Australia and New Zealand; NAFTA =
North American Free Trade Area; NIE = newly industrialies economies.
Source: UN trade data, International Economic Databank, The Australian National University,
Canberra.
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Bilateral shares and commodity shares are used to describe intra-regional trade.
The bilateral share is the ratio of a country’s trade with its partner to its total trade
with the world. Higher bilateral shares reflect higher levels of inter-dependence
between a pair of countries. Bilateral trade shares for South Asian countries are
presented in Table 9. In aggregate, the South Asian countries engage in little trade
within the region. In 1994, the import and export shares sourced from and destined to
the region were below 4 per cent. Though the share of imports coming from within the
region increased from 1.8 per cent in 1980 to 3.3 per cent in 1994, the share of exports
going to the region fell from 4.2 per cent to 3.6 per cent during the same period. This
implies that the substantial growth in the exports of the region during this period has
largely been directed to economies outside the region.

Bangladesh and Sri Lanka import relatively more from the region than the others.
In 1994, the imports of Bangladesh and Sri Lanka from the region accounted for 20.2
per cent and 10.6 per cent of their total imports, respectively. Imports of these two
countries from the region are increasing while their exports to the region are decreasing.
The other two countries, India and Pakistan, imported only 0.4 per cent and 1.6 per
cent, respectively, from the region in 1994. Their import shares did not change
significantly over the period 1980–94. While India’s share in regional trade is small, it
has increased over time. The share of India’s exports destined to this region rose from

Table 9 Bilateral trade shares, 1980 and 1994 (per cent)

Partner Bangladesh India Pakistan Sri Lanka South Asia
‘80 ‘94 ‘80 ‘94 ‘80 ‘94 ‘80 ‘94 ‘80 ‘94

Imports
Bangladesh .. .. . 0.1 1.4 0.3 0.2 0.2 0.4 0.2
India 5.1 16.9 .. .. . 0.8 4.7 9.1 0.9 2.5
Pakistan 2.8 3.1 . 0.2 .. .. 1.5 1.4 0.4 0.5
Sri Lanka 0.3 0.2 0.1 0.1 0.7 0.5 .. .. 0.2 0.2
South Asia 8.1 20.2 0.1 0.4 2.2 1.6 6.4 10.6 1.8 3.3

Exports
Bangladesh .. .. 1.2 2.5 2.1 1.6 0.4 0.3 1.3 1.9
India 0.9 1.3 .. .. 2.7 0.6 3.3 0.7 0.9 0.3
Pakistan 9.5 0.8 . 0.2 .. .. 3.3 1.4 0.9 0.3
Sri Lanka 0.9 0.3 1.1 1.4 1.5 1.0 .. .. 1.1 1.1
South Asia 11.3 2.3 2.4 4.1 6.3 3.2 6.9 2.3 4.2 3.6

Note: Bilateral trade share is defined as a reporter country’s (i) trade (imports or exports) with a partner
country (j) as percentage of the reporter country’s trade with the world (i.e. Tij/Tiw). The shares are
calculated for all commodities.
Source: UN trade data, International Economic Databank, The Australian National University,
Canberra.
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2.4 per cent in 1980 to 4.1 per cent in 1994. India trades relatively more with Bangladesh
and relatively less with Pakistan. This may be a result of the absence of most-favoured
nation (MFN) relationships between India and Pakistan. On the other hand, Pakistan’s
share in regional trade is falling.

Specialisation of South Asia

International trade theory suggests that trade between countries is established on the
basis of comparative advantage. This argument has its origin in the writings of Ricardo,
and was subsequently formalised in the Heckscher-Ohlin-Samuelson
(H-O-S) model. Trade theory has been enriched with the introduction of technology,
economies of scale in production, and imperfect competition in product markets as
determinants of trade. Yet the core of trade theory remains the Heckscher-Ohlin-
Samuelson model which implies that two countries with differing factor endowments
will benefit from trade.4

The differences in comparative advantage between countries determine the
complementarity among them. The complementarity and consequent interdependence
among the South Asian countries are examined in this section in the light of
specialisation in trade.

Commodity specialisation in trade

A country specialises in the trade of a commodity having comparative advantage. The
comparative advantage patterns of South Asian countries are examined using some
conventional trade ratios calculated with the ex-post trade figures. In theory,
comparative advantage is specified with respect to pre-trade relative prices. In the
absence of pre-trade prices—which are unobservable—researchers have to rely on
trade data generated by trade flows in post-trade equilibrium. The idea of ‘revealed’
comparative advantage was introduced in the international trade literature on the
basis of the assumption that the pattern of commodity trade reflects relative costs and
differences in non-price factors (Balassa 1965:103).

A variety of ex-post trade indices are used to measure comparative advantage. These
include the export–import ratio, the net export ratio and the export performance ratio.
Of these, the last-mentioned, which does not take imports into consideration, is the
most commonly used. The export performance ratio, which Balassa and Noland (1989)
term the export index of revealed comparative advantage (XRCA), represents the ratio
of the share of country i in world exports of commodity k to its share in global total
merchandise exports. This can be presented by
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XRCA  =

This ratio exceeds unity when country i specialises more intensively in the export
of commodity k than the average; it falls short of unity when a country specialises less
intensively. A value of unity indicates average export specialisation.

Another frequently used measure of comparative advantage is the net export ratio
(NER) defined as the net exports of a product category as a ratio to the total trade. This
ratio can be expressed as

where X and M stand for exports and imports, i and k stand for country and product
category, respectively. The NER takes values ranging from -1 (with no exports) to +1
(with no imports) and is affected by the trade balance. This measure is considered
theoretically superior to XRCA as it ‘indicates the effects of comparative advantage on
the relationship between exports and imports rather than on exports alone’ (Balassa
and Noland 1989:9). But as this measure is affected by the trade balance, import
restrictions and export promotion policies can greatly influence its value. Thus inter-
country comparison becomes obscure. UNIDO (1982) points out that such an index,
involving both imports and exports, is likely to be biased against ‘underlying’
comparative advantage patterns. Moreover, its interpretability is also subject to
criticism. It is not clear what values between two extremes reveal comparative
advantage.

The XRCA index also does not give a true measure of the comparative advantage
structure of a country since it may be influenced by the trade and economic policies of
the governments concerned, the demand pattern of importing countries and product
differentiation in the exporting countries. Use of the XRCA index, however, provides
a  second-best measure in the absence of any ‘true’ measure of comparative advantage.
Hillman (1980) established a relationship between XRCA and comparative advantage,
based on pre-trade relative prices, and showed that Balassa’s XRCA is a good indicator
of comparative advantage as reflected by pre-trade prices. Moreover this measure
claims superiority over other measures as it provides for comparison of a country’s
exports of a product with corresponding total global exports.
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The sectoral export indices of revealed comparative advantage for all South Asian
countries for 1980 and 1994 are presented in Table 10. The indices have been multiplied
by 100 for the purpose of presentation.

In general, the XRCA indices of the South Asian countries follow a similar trend.
All countries except Sri Lanka have a comparative advantage in manufactured products
and a disadvantage in primary products. Sri Lanka has a comparative advantage in
primary products and disadvantage in manufactured products. At a sectoral level, all
countries are losing competitiveness in agro-based products, such as agricultural raw
materials (including textile fibres and rubber) and food items (except for Bangladesh).

Table 10 Sectoral export indices of revealed comparative advantage, 1980 and
1994

Bangladesh India Pakistan Sri Lanka
1980 1994 1980 1994 1980 1994 1980 1994

Primary products 73 61 96 97 121 56 191 112
Food items 115 122 260 165 217 104 434 225
Agricultural raw

materials 520 75 139 45 569 81 504 133
Crude fertilisers &

mineral ores . 02 370 247 19 12 41 53
Mineral fuels . 05 01 03 30 10 65 03
Non-ferrous metals . . 09 04 . . 01 02

Manufactured products 127 114 110 101 90 115 35 96
Chemicals 19 14 57 92 11 07 42 15
Iron and steel . 01 31 101 . . . 03
Machinery and

equipment 05 04 33 19 05 . 02 06
Other manufactured

products 370 330 257 230 263 343 86 274
Textile & clothing 1,200 111 492 425 809 1,130 230 749
Leather & travel

goods 1,632 699 1,213 460 814 480 14 148
Goods not

classified 59 13 13 82 15 14 05 95

Notes: A value greater than 100 implies presence of comparative advantage and less than 100 implies
disadvantage. Commodity aggregation is defined in Appendix Table A2.
Source: UN trade data, International Economic Databank, The Australian National University,
Canberra.
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Yet food products are the only primary commodity in which all countries of this region
have a comparative advantage. In agricultural raw materials, all countries had strong
comparative advantage in 1980, but in 1994 only Sri Lanka had comparative advantage
in this sector.

Among the manufactured products, this region has comparative advantage in
labour-intensive products and disadvantage in capital-intensive products, as it should
be given the factor endowments. The region is specialising in exports of textiles and
clothing products as well as leather and travel goods.

Complementarity in commodity structure

When the export specialisation of a pair of countries is similar, they are competitive in
foreign trade. When countries differ in export specialisation there may be
complementarity in trade and in that case there is potential for increasing inter-industry
trade among them.

The sectoral analysis points to an apparently similar specialisation structure in
South Asia’s trade. To examine the inter-industry complementarity it is necessary to
carry out the analysis at an industry level. The export-performance ratios and import-
performance ratios have therefore been calculated at the industry level (defined at the
three-digit level) for all countries. 5

These calculations reveal that out of a total of 188 internationally traded 3-digit
commodities, the region has only 39 commodities with a minimum export specialisation
index of 2.0. Table 11 lists the top 10 export and import commodities for each of the
countries. While some commodities are common to more than one country’s exports,
the specialisation index differs from country to country in both absolute and relative
terms. For example, Bangladesh has the highest specialisation index in jute (code 264)
with an index of 1,556, while India’s index in jute is 4, occupying the 15th rank. Similarly,
Pakistan has its highest specialisation in cotton (code 263) in which none of the other
countries has a comparative advantage. Tea (code 074) ranks highest in India and Sri
Lanka and second highest in Bangladsh. Sri Lanka's ration of 209 is many times larger
than in either Bangladesh or India.

From the import-specialisation indices, it is seen that the region is specialising more
in imports of primary commodities, with the highest specialisation in textile fibres
followed by fuel. The highest specialisation ratios of Bangladesh and Pakistan are in
textile fibres (jute and cotton respectively), India’s is in fuels and Sri Lanka’s highest
ratio is in manufactured textiles.
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Table 11 Ranking of commodities in order of export and import specialisation
ratios, 1992

Bangladesh India Pakistan Sri Lanka
Exports

264 Raw jute 074 Tea* 263 Raw cotton 074 Tea*
074 Tea* 667 Pearl* 042 Rice* 265 Veg fibre
611 Leather* 042 Rice* 656 Misc. textiles* 075 Spices*
656 Misc. textiles* 612 Leather prods 652 Woven cotton 841 Clothing*

fabrics*
841 Clothing* 075 Spices* 651 Textile yarn 275 Natural

& thread* abrasives
031 Fresh fish 657 Carpets* 611 Leather* 231 Rubber
653 Noncotton 281 Iron ore 657 Carpets* 521 Chemicals

woven textile from coal
941 Zoo animals 273 Stone, sand 052 Dried fruit 121 Raw

& pets & gravel tobacco
655 Special textiles* 652 Woven cotton 075 Spices* 667 Pearl*

fabrics*
651 Textile yarn 531 Synth. dye 653 Noncotton 666 Pottery

& thread* woven fabrics*

Imports
274 Sulphur, etc.* 261 Silk* 264 Raw jute* 042 Rice
431 Animal & veg. oil 274 Sulphur* 074 Tea 652 Woven

cotton fabrics
263 Raw cotton 271 Crude fertiliser 422 Veg. oil 075 Spices
532 Tanning prods* 282 Iron scrap 717 Textile & leather 061 Sugar

machinery & honey
266 Synth. fibre* 667 Pottery 041 Wheat 653 Non-cotton

woven textiles
671 Pig iron 561 Manufactured 267 Waste of textile 654  Lace,

fertiliser fabrics* ribbons etc.
265 Veg fibre 513 Inorganic oxides 411 Animal fats 961 Coins
045 Unmilled cereal 264 Raw jute* 266 Synth. fibre* 661 Cement
046 Flour 267 Waste of textile 532 Tanning prods* 022 Milk &

fabrics* cream
261 Silk* 332 Petrol prods 421 Soft veg. oil 731 Railway

vehicles
022 Milk & cream* 676 Rail track etc 561 Manuf fertiliser 041 Wheat*
686 Zinc 321 Coal & coke etc. 282 Iron scrap* 121 Raw tobacco

* indicates common to at least two countries.
Notes: Numbers are SITC (Rev 1) codes.
Sources: UN trade data, International Economic Databank, Australian National University, Canberra.



M. MANIR HOSSAIN

•  26  • E c o n o m i c s  D i v i s i o n W o r k i n g  P a p e r

The export and import specialisation indices reflect the presence of competitiveness
among the South Asian countries in both exports and imports of most commodities.
Fifteen commodities out of a total of 46 included in the chart have the opposite
specialisation. A careful inspection of the indices would, however, reveal that there is
potential for further complementarity in the commodity structure of the region.
Bangladesh has a strong comparative advantage in raw jute which ranks highest in
Bangladesh’s export specialisation. India has also some advantage in this product but
not as much as Bangladesh. On the other hand, Pakistan has high import specialisation
in jute. Similarly, Pakistan has the highest export specialisation in raw cotton while
Bangladesh has its third highest import specialisation in this product. In tea, all the
countries except Pakistan, where the product is imported, have comparative advantage,
but Sri Lanka has the highest advantage with a specialisation ratio many times higher
than either Bangladesh or India. In rice, both India and Pakistan have comparative
advantage in exports while Sri Lanka has its highest import specialisation in rice. In
the manufacturing sector also, there are complementarities in basic manufactures for
example, textiles and yarn and intermediate products like chemicals.

This potentiality is corroborated by the indices of complementarity in commodity
composition calculated for aggregate commodities (Table 12).6 The complementarity
indices are multiplied by 100 for the purpose of presentation implying that an index
of more than 100 would indicate the presence of complementarity between a pair of
countries. The complementarity indices indicate that the commodity structures of all
four countries are complementary, with Sri Lanka and Bangladesh having higher levels
of complementarity than any other pair of countries in the region. Furthermore, these
two countries’ import specialisations show a trend of increasing complementarity with
their regional partners’ export specialisations (first and fourth row), while India and
Pakistan were generally moving away from the region’s export structure (second and

Table 12 Indices of complementarities, 1994

Partner Bangladesh India Pakistan Sri Lanka
1980 1994 1980 1994 1980 1994 1980 1994

Bangladesh . . 319 491 496 865 250 648
India 151 183 . . 181 170 227 197
Pakistan 299 175 226 200 . . 218 198
Sri Lanka 271 759 282 478 343 780 . .

Note: The indices are calculated for all commodities summed over 3-digit level of aggregation.
Source: UN trade data, International Economic Databank, The Australian National University, Canberra.
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third row). The complementarity structure indicates that there is a potential for
expansion of inter-industry trade among these countries (Table 12).

Conclusion

Although the countries of South Asia appear to be competitive to each other in
international trade at an aggregated level of analysis, a careful study at a disaggregated
level of commodity trade shows that the countries are, in fact, complementary to each
other. This implies that there is a potential for expansion of inter-industry trade in the
region. If the distortions in trade are removed and industrial activities are coordinated,
the region has a potential for economies of scale in regional integration.

Endnotes

1 The fiscal year (FY) for Bangladesh runs from July through to June. FY 1995 refers
to the year to June, 1995.

2 The Indian fiscal year runs from April through March. FY 1992 means the year
from April 1991 to March 1992.

3 The fiscal year for Pakistan is the same as for Bangladesh.
4 Recent developments in the theory of intra-industry trade suggest that trade may

take place among  countries with similar factor endowments.
5 The import-performance ratio is defined as the ratio of the share of country i in

global imports of commodity k to its share in global total imports. Like the export-
performance ratio, the import-performance ratio reflects import specialisation.
Tables containing the top 20 commodities ranked by XRCA indices for each country;
commodities which had a minimum export specialisation index of 2.0 in any country
in 1992 and import specialisation ratios; the top 20 commodities of each country in
order of import specialisation ratio for 1992; and the commodities ranked in order
of import specialisation ratios for the region as a whole can be obtained from the
publisher.

6 The complementarity index, due to Drysdale (1967), reflects the degree of matching
of one country’s (i)  exports (X) with a partner’s (j) imports (M). It is defined as

where i, j, w, stand for country i, country j,  and the world respectively. An index of
more than unity indicates the presence of complementarity.
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Appendix

Table A1 Trade–GDP ratio of selected countries and country groupings, 1993

Imports as a share of GDP Exports as a share of GDP

ASEAN 51.9 48.7
EC (12) 22.5 23.3
NAFTA 11.5 9.0
South Asia 11.6 9.8
Japan 6.0 8.6
China 31.8 33.2
Bangladesh 18.3 10.4
India 8.9 8.3
Pakistan 17.4 14.4
Sri Lanka 40.8 27.4

Source: International Monetary Fund, 1996. International Financial Statistics Yearbook, International
Monetary Fund, Washington, DC.
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Table A2 Definition of SITC (Rev. 1) based product categories

Product categories SITC Rev.1

100 Primary products (0 to 4) +68
110 Food 0+1+22+4
111 Cereals 041 to 045
112 Vegetable oil and oil seeds 22+42
120 Agricultural raw materials 2-(22+27+28)
121 Textile fibres 26
130 Crude fertilisers & mineral ores 27+28
140 Mineral fuels 3
150 Non-ferrous metals 68
200 Manufactured products (5 to 8)–68
210 Chemicals 5
211 Fertiliser 56
220 Iron and steel 67
230 Machinery and equipment 7
240 Other manufactured products (6+8)–(67+68)
241 Leather and travel goods 61+83
242 Rubber products 62
243 Wood products 63
244 Paper products 64
245 Textile and clothing 65+84
246 Non-metallic mineral products 66
250 Goods not classified 9
300 All product categories 0 to 9

Note: Adopted from UNCTAD, 1994. Directory of Import Regimes: PartI —monitoring import regimes, United
Nations, New York.
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