- . v svvavn waien pangladesh retaing
1ts comparative advantage under super free trade as under

;r:lc lr_ade.};hcre is no good for which endowment
ermines the economy’s comparati
parative advantage.
On the o o

ther hand, India’s com i i
Agriculture-and Textile whose prod\?;;::v:rji‘fxlaii 13
up by Bangladesh is due to technology whileqendmfme e!s
are responsible for India’s comparative advantage in t:
gooqs, like Manufacmring, Chemicals, Machiger ang
Services, in which the country retains its advanta eyeven
when technology differences are leveled out. Hencf bein,
endowed with the scope to adopt India’s xcch;mlo ;
Ban;ladesh picks up the production of the two oodgs>~,
Agriculture and Textile for which India’s com Erativ
advantage is solely due to its technology while Indiarv)vﬂl iclf
up the production of three goods- Livestock, fishin };x d
forestry; Other food & Electricity and gas fron; B; Ig ’
under super free trade. ngladesh

7. Concluding Remarks
Given the present

global scenario it is absolutel 3
for the countries economic

of South Asia to bui i
¢ uild up economic
clo()}?erauon for the sake of their own economic
cevelopment and survival. This is a historical necessity.

programming Iramework. The solution to the model
confirms that most trade directions between India and
Bangladesh conform to the comparative advantages of the
Indian economy vis-a-vis Bangladesh. This pertains to the
Indian exports in Agriculture, Textile, Manufacturing and
Machinery and to the Bangladesh exports in Electricity and
gas. There are few reversals that might be expected under
free trade. Chemicals and Services are exported by
Bangladesh, but the comparative advantage rests in India.
The model reveals that Bangladesh should rather export in
Livestock, fishing and forestry, as well as in Other food, two
of the three sectors where bilateral trade has not taken
place. India should pick up the third: Services. We estimate
the gains from free bilateral trade to the economy of
Bangladesh due o free trade with India as high as 60%,
while India would make only a small gain of 6%.

The model of super free trade devcloped in Section-6
further enables one to find out the relative importance of
the determinants of comparative advantages of the two
economies. By holding technology in production and
consumption constant across the two economies we have
been able to separate out those goods in whose production
an economy has a comparative advantage solely due to its
technology from those goods for which the comparative

"

190 Essays on International Trade

advantage is brought about by endowments of the economy.
While there is no good for which endowments determine
comparative advantage for Bangladesh, its technology
determines the comparative advantage in three goods-
Livestock, fishing and forestry; Other food & Electricity and
gas. For India, on the other hand, endowments are
responsible for India’s comparative advantage in the goods,
like Manufacturing, Chemicals, Machinery and Services and
technology determines that for Agriculture and Textile.

This model also helps to highlight the role of international
trade as a medium of transferring technology between the
nations. Here, the relatively less developed economy
Bangladesh not only gains in terms of access to greater
volume of goods and services by entering into free trade
with its relatively developed partner India, but it also gets
an opportunity to use India’s technology to its advantage in
a number of cases. As obtained from Table 6.4, given free
access to technology Bangladesh gains comparative
advantage in the production of even agricultural and textile
goods which it otherwise could not have gained with its own
technology under perfectly competitive free trade
conditions.

APPENDIX: DATA
The data required for our empirical work was not available
in the desired form and as such we had to adopt round
about methods to obtain the statistics necessary for the
model. We have used various sources—official, semiofficial,
and studies of other researchers—to build a database for
the empirical implementation of the model.

The application of the model requires data on the
following:
1. Input-output coefficient matrices for India and

Bangladesh (4, A");

2. Sectoral capital and labor coefficients (k, {, k% [%);
3. Sectoral consumption coefficients (y, y¥);
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4. Stocks of capital and labor for the two economies (K,
L, K* L¥. .
Since the data are not always available in these fprins,.wc
now describe the underlying data and their manipulation
for each of the four categories.

-Output Coefficient Matrices

IF}{’: tb(a)sui?of [h:f gala of this study are the two Input-Output
Tables of the Indian Economy for lt?e year 1991-92
(Government of India, Planning Commission, 1995) a‘nd of
the economy of Bangladesh for the year 1992-93, ((,en.tre.
on Integrated Rural Development for Asia and Paclf;r_
(CIRDAP), Bang\adcsh,]une 1996). The lnpul—()ul_pul Table
for the Indian economy consists of 60 sectors, while that of
the economy of Bangladesh consists of 53. sectors. These twlo
input-output tables have been aggregated into 10 scctglrs on();
in a way such that all sectors arc common to In \2; an-h
Bangladesh. From the aggregated mput—c.utpm mb]g of ;a(,

of the country, the input-output coefficient matrices have
been computed (A for India and A* for Bangladesh).

r and Capital Coefficients
f:‘:l‘:‘s study, sel;Loral lgﬁur coefficients for each sector ha\«e‘
been computed from the sectoral employmem afnd seclo;a
output data of the respective economies. While for lhe
cconomy of Bangladesh the employment l':gufes for ;Pe
desired sectors were available for the year 199293 (CI@ \ 2
Bangladesh, June 1996), for the cconomy of Indll‘a t 16‘
employment figures for all the sectors desired were no
available for the year 1991-92. We computed them usmg
the employment figures of the year 197980 (ten Raa az)r
Chakraborty, 1991) and the employment growth rfa;e o
the period from 1977-78 o 1987-88 (Government of India,

i mmission, 1995).
Pla;l:!:g[(:n the sectoral capital coefficients for Lh_e
cconomies of India and Bangladesh, we madle use of th[elsr
sectoral values added at factor cost and their wage rates.



