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ABSTRACT

T h is  s tu d y  e x a m in e s  th e  e x p o r t  s e c t o r  p e r f o r m a n c e  a n d  tr a d e  
l ib e r a l iz a t io n  p o lic ie s  o f  S r i  L a n k a  a n d  e s t im a te s  th e  e x p o r t  p r ic e  a n d  in c o m e  e la s t ic i t ie s .  
L o n g  r u n  p r o p e r t ie s  o f  th e  e x p o r t  d e m a n d  fu n c t io n  w a s  o b t a in e d  b y  e s t im a t in g  E n g le  
a n d  G r a n g e r  c o in te g c a t io n  e q u a t io n  w h i le  th e  s h o r t  r u n  d y n a m ic s  w e r e  a n a ly s e d  v ia  a n  
e r r o r  c o r r e c t io n  m o d e l .  I m p a c t  o f  t r a d e  r e fo r m s  w e r e  a n a ly s e d  in  tw o  r e fo r m  p e r io d s  
a n d  th e  r e s u lt s  in d ic a t e d  th a t  c o u n t r y ’s  e x p o r t  p e r f o r m a n c e  h a s  c o m e  to  a m o m e n tu m  
a f te r  15  y e a r s  o f  m a j o r  r e fo r m s  in  1 9 7 7  w ith  a n  e la s t ic  in c o m e  o f  1 .0 6  a n d  s ig n if ic a n t  
p r ic e  e la s t ic i t y  e s t im a te  o f  0 .2 9 . T h e  r e s u lt s  a ls o  in d ic a t e d  t h a t  a n y  s h o c k  to  t h e  lo n g  ru n  
e x p o r t  d e m a n d  ca n . b e  c o r r e c te d  a t  a  r a te  o f  0 .2 3  p e r c e n t  a n n u a l ly .  T h e s e  f in d in g s  
s u g g e s t  th a t  th e  a d o p t io n  o f  c h a n g e s  in  e x p o r t  s t r u c t u r e ,  r e m o v a l  o f  t r a d e  b a r r ie r s  a n d  
th e  in t r o d u c t io n  o f  g o o d  m o n ito r y  p o lic ie s  w o u ld  h e lp  a c h ie v e  th e  r e a l  b e n e f i t  o f  tr a d e  
l ib e r a l iz a t io n  in  S r i  L a n k a .

K E Y W O R D S :  Export demand function. Income elasticity, Price elasticity, Trade
liberalization.

INTRODUCTION

The link between the external trade and trade liberalization 
policies has recently gained much attention due to the unprecedented 
economic growth enjoyed by many Asian countries including China, India, 
Thailand, Malaysia and the Philippines. Among the existing studies on the 
export performance and trade liberalization reforms, Pacheco-Lopez (2005) 
and Santos-Paulino and Thirlwall (2004) have reported that recent 
liberalization attempts in respective sample countries had increased the import 
expenditure than the export earnings. Depending on the disparities in income 
elasticities of demand for imports and exports, trade balances are subjected to 
either improvement or deterioration (Houthakker and Magee, 1969). In some 
of the studies carried out in Asian countries, Ahmed (2000) estimated the 
export response function for Bangladesh, and Nguyen and Bhuyan (1977) 
estimated the export and import demand elasticities for Bangladesh, India, 
Pakistan and Sri Lanka. However, none of the countries had initiated trade 
liberalization reforms at the time of this study.

This study endeavours to examine Sri Lanka’s aggregate export 
price, export income elasticities and the impact of the two main trade 
liberalization regimes. One of the major objectives of the trade liberalization 
policies is to scratch the depleting foreign exchange reserve problem of a 
country. However, the success of such policies unarguably depends on the
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t ra d e  e la s t ic i t ie s .  F u r th e r ,  th e  im p o r ta n c e  o f  e x p o r t  s ec to r  p e r fo rm a n c e  is 
h ig h l ig h te d  as  Sri L a n k a  is c u r re n t ly  m o v in g  to w a rd s  the  fo rm a tio n  o f  
e c o n o m ic  u n io n s  w ith  o th e r  S o u th  A s ia n  c o u n tr ie s  a n d  th e  t ra d in g  p a r tn e rs  out 
s ide  th e  S o u th  A s ia n  reg ion .

Overview of the export structure

Sri L a n k a  h a s  b e en  h e a v i ly  d e p e n d a n t  on  fo re ig n  t ra d e  s in ce  the 
co lo n ia l  p e r io d .  E x p o r t  e a rn in g s  g e n e ra te d  by the  m a jo r  c a sh  c ro p s  w ere  
s u p p le m e n te d  fo r  th e  im p o r t  o f  c o n s u m e r  g o o d s .  H o w e v e r ,  th e  inc reased  
e x p e n d i tu re  fo r  im p o r ts  o f  c o n s u m e r  g o o d s  than  th e  e a rn in g s  g e n e ra te d  by 
e x p o r ts  h a m p e re d  th e  te rm s  o f  trade . T h e re fo re ,  the  b a la n c e  o f  p a y m e n t  cris is  
w a s  m a n a g e d  w ith  th e  co n tro l  o f  im p o r ts  an d  th e  c u r r e n c y  a p p re c ia t io n .  U ntil  
th e  la te  1970s, Sri L a n k a ’s e c o n o m y  c en tred  on  th e  im p o r t  su b s ti tu t io n  
a c t iv i t ie s  p e r fo rm e d  m a in ly  b y  s ta te  o w n e d  f irm s .

Sri L a n k a  in i t ia ted  th e  e c o n o m ic  and  t ra d e  re fo rm s  in 1977, due  
to  th e  fa i lu re  to  a c h ie v e  e c o n o m ic  p ro g re s s  th ro u g h  in w a rd -o r ie n te d  po lic ies  
e n c o u ra g e d  by  s t ro n g  e x p o r t -d r iv e n  g ro w th  in E as t  a n d  S o u th  E as t  A sian  
e c o n o m ie s .  A c c o rd in g ly ,  Sri L a n k a  b e c a m e  th e  f irs t  S o u th  A s ia n  c o u n try  to  
a d o p t  t r a d e  l ib e ra l iz a t io n  p o l ic ie s .  T h e  t a r i f f  p la y e d  a  s ig n if ic a n t  ro le  in 
r e g u la t in g  th e  in te rn a t io n a l  t ra d e .  W ith  th e  a im  o f  re m o v in g  t ra d e  re la ted  
p o l ic y  d is to r t io n s ,  fu r th e r  e m p h a s is  w a s  p la c e d  on  l ib e ra l iz a t io n  o f  the 
l ic e n s in g  c o n t ro ls  o v e r  im p o r ts  an d  a b o l is h in g  a ll ty p e s  o f  e x p o r t  du ties  
to w a rd s  th e  e n d  o f  1992.

T h e  p a t te rn  o f  Sri L a n k a ’s e x p o r t  p e r fo rm a n c e  and  the  real 
e x c h a n g e  ra te  c le a r ly  s h o w s  th e  im p a c t  o f  t ra d e  r e fo rm s  on  th e  e c o n o m y .  A s 
s h o w n  b y  th e  F ig u re  1, th e re  w a s  an  in c re a se  o f  e x p o r ts  w ith  a  p o s i t iv e  ra te  o f  
g ro w th  f ro m  1974  to  1977. H e a v y  c u r re n c y  d e p re c ia t io n  c o u ld  be  seen  from  
1976 to  1977, w h ic h  h as  lead  to  a  s u d d e n  in c re a se  o f  e x p o r ts  by  58 p e rc e n t  o f  
g ro w th  in 1 9 7 7 /7 8 .  H o w e v e r ,  th is  g ro w th  w a s  n o t  s u s ta in a b le  a n d  fell sh a rp ly  
in th e  n e x t  y e a r  to  4 .5  p e rc e n t  in d ic a t in g  th e  c o u n t r y ’s in a b i l i ty  to  s u p p o r t  the  
e c o n o m y  a f te r  h e a v y  c u r re n c y  d e p re c ia t io n .  A n  u n s te a d y  g ro w th  p a tte rn  o f  
e x p o r ts  d u r in g  th e  n e x t  fe w  y e a rs  a lso  in d ic a ted  th a t  th e  e x p o r t  s e c to r  d id  not 
h a v e  e n o u g h  in c e n t iv e s  f ro m  th e  t ra d e  re fo rm s .  H o w e v e r ,  g ro w th  re m a in ed  
p o s i t iv e  d u r in g  1991 to  2 0 0 1 .  E x p o r t  g ro w th  fe ll  s h a rp ly  in 2 0 0 1 ,  d u e  to  
o v e ra l l  c o l la p se  in th e  w o r ld  t ra d e  a n d  g a in e d  a  rap id  r e c o v e ry  d u r in g  th e  nex t  
th re e  y e a rs .
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Figure 1. Growth of Real Exports (GREXP) and Real Exchange Rate (R E R )1 in Sri 
Lanka.

Source: IFS statistics

M E T H O D O L O G Y

Model specification

T h is  s tu d y  e s t im a te d  th e  in c o m e  an d  p r ic e  e la s t ic i t ie s  
a sso c ia te d  w ith  th e  e x p o r t  d e m a n d  fu n c t io n  fo r  Sri L a n k a  in re la t io n  to  th e  
im p a c t  o f  t ra d e  l ib e ra l iz a t io n  p o lic ie s  d u r in g  1 977  a n d  1992. T h e  s ta n d a rd  
e x p o r t  d e m a n d  fu n c t io n s ,  d e sc r ib e d  by  P a c h e c o -L o p e z  (2 0 0 5 ) ,  S a h in b e y o g lu  
and  U la sa n  (1 9 9 9 ) ,  a n d  S a n to s -P a u l in o  a n d  T h ir lw a l l  (2 0 0 4 )  w e re  u sed . A  
d u m m y  v a r ia b le  w a s  in c o rp o ra ted ;  in o rd e r  to  c a p tu re  th e  e f fe c ts  o f  t ra d e  
l ib e ra l iza t io n  p o l ic ie s  d u r in g  th e  m a jo r  p e r io d  o f  re fo rm s .  T h u s ,  th e  d u m m y  
v a r ia b le  w a s  ta k e n  as  a “ z e r o ” a n d  “ o n e ” p r io r  to  th e  e f fe c t iv e  l ib e ra l iz a t io n  
y e a r  an d  th e  p o s t  l ib e ra l iz a t io n  p e r io d  re sp ec tiv e ly .

T h e  a u g m e n te d  fo rm  o f  th e  s ta n d a rd  e x p o r t  d e m a n d  fu n c t io n  
w ith  th e  lo g a r i th m ic  t r a n s fo rm a t io n  w a s  e x p re s s e d  a s  in e q u a t io n  ( 1 ). 
lo g r  e x p ,  =• J30 +  log  rer, +  /32 log  rgdp, +  J33lib + e, (1 )  
w h e re ,  log  rexp, w a s  th e  rea l log  v a lu e  o f  e x p o r ts  o f  th e  c o u n t ry  m e a s u re d  in 
U S  d o lla rs .  T h e  rea l v a lu e  o f  e x p o r ts  w a s  o b ta in e d  b y  d e f la t in g  th e  n o m in a l  
v a lu es  b y  th e  c o n s u m e r  p r ic e  in d e x  (C P I) .  T h e  log  rer, w a s  th e  log  v a lu e  o f  
real e x c h a n g e  ra te ,  rer  w a s  o b ta in e d  by  u s in g  th e  n o m in a l  e x c h a n g e  ra te , 
fo re ig n  p r ice  P f (U n i te d  S ta te s  C P I )  a n d  d o m e s t ic  p r ic e  Pd. lo g  rgdp, w a s  the  
log v a lu e  o f  th e  real g ro s s  d o m e s t ic  p ro d u c t  o f  fo re ig n  c o u n try  . 1

1 Note: Real exchange rate o f Sri Lanka is calculated using the United States Consumer Price 
Index (CPI) : RERS, =  ERSI (C PIUSA /  C P ISI )
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T h e  real v a lu e  o f  G ro ss  D o m e s t ic  P ro d u c t  (G D P )  w as  ob ta ined  
by  d e f la t in g  n o m in a l  G D P  o f  U S A  u s ing  th e  US G D P  d e f la to r  (1 9 9 0 = 1 0 0 ) .  
T h e  t ra d e  l ib e ra l iz a t io n  d u m m y  v a r ia b le  w a s  sp ec if ied  as  lib. T h e  co eff ic ien ts  
to  be  e s t im a te d  w e re  po, Pi, ft2, P3 and  e, w as  the  d is tu rb a n c e /n o is e  te rm . T h e  
e x p o r t  d e m a n d  fu n c t io n s  w e re  e s t im a te d  u s ing  c o in te g ra t io n  and  erro r  
c o r re c t io n  m e th o d s  d e v e lo p e d  by  E n g le  and  G ra n g e r  (1 9 8 7 ) ,  w h ich  is m ore  
a p p ro p r ia te  s in ce  m o s t  o f  th e  t im e  se r ies  da ta  h ave  un it  roo t p ro b le m s .

Data

T h e  m a in  o b je c t iv e  o f  th is  re sea rch  w a s  to e x a m in e  the  im pac t 
o f  t ra d e  l ib e ra l iz a t io n  o f  e x p o r t  d e m a n d  o f  Sri L a n k a .  For th is  p u rp o s e  annua l 
t im e  se r ie s  d a ta  w e re  c o l le c te d  from  th e  In te rn a tio n a l  F in an c ia l  S ta t is t ic s  (IFS,
2 0 0 5 )  d a ta  b a se  o f  th e  In te rn a t io n a l  M o n e ta ry  F u n d  (IM F ) .  D a ta  ra n g in g  from  
1950 to  20 0 5  w e re  c o n s id e re d  fo r  the  ana lys is .

U S A  is c o n s id e re d  as  the  c o u n try  in f lu en c in g  fo re ig n  incom e  
an d  p rice  lev e ls  fo r  e x p o r t  d e m a n d 2 o f  Sri L an k a .  T h e re fo re ,  c o n s u m e r  price 
o f  U S A  w a s  c o n s id e re d  as  fo re ig n  p r ice  level to  e s t im a te  th e  real ex ch a n g e  
ra te  an d  th e  U S A  in c o m e  w a s  used  as a p ro x y  to  m e a s u re  ‘w o rld  in c o m e '.  T he  
U S A  G D P ,  G D P -d e f la to r  in d e x  and  C P I  w e re  a lso  o b ta in e d  f ro m  IFS.

T h e  a n a ly s is  w a s  ca r r ied  o u t  u s in g  t ra d e  l ib e ra l iz a t io n  d u m m y  
v a r ia b le  in tw o  re fo rm  p e r io d s  n a m e ly ,  1977 and  1992. T o  illu s tra te , d u r in g  
th e  firs t  re fo rm , th e  d u m m y  w a s  a ss ig n e d  ‘z e r o ’ f rom  1 9 5 0 -1 9 7 6  and  ‘o n e ’ 
from  1 9 7 7 -2 0 0 5 . D u r in g  th e '  n e x t  re fo rm , th e  d u m m y  w a s  a ss ig n e d  ‘z e r o ’ 
from  1950-1991  a n d  ‘o n e ’ from  1 992-2005 .

Unit root test

S in c e  th e  use*o f t im e  se r ies  d a ta  w a s  re q u ire d  fo r  c h e c k in g  the 
un it  ro o ts  i.e. s ta t io n a r i ty ,  the  A u g m e n te d  D ic k e y  F u l le r  (A D F )  un it  roo t test 
w a s  p e r fo rm e d  to  e x a m in e  w h e th e r  a  se r ies  c o n ta in e d  a  un it  roo t. S in ce  the 
t ru e  d a ta  g e n e ra t in g  p ro c e ss  o f  th e se  v a r ia b le s  w e re  no t k n o w ri ,  A D F  tests  
w e re  c o n d u c te d  on  the  th re e  m o d e l  s p ec if ic a t io n s ;  a s  a  pu re  ra n d o m  w alk, 
r a n d o m  w a lk  w ith  d rif t ,  a n d  a  ra n d o m  w a lk  w ith  d r if t  an d  a tren d . T he  
a p p ro p r ia te  lag  len g th  w a s  d e c id e d  u s in g  S c h w a r tz  B a y e s ia n  C ri te r io n .  A D F  
te s t  re su lts  s u g g e s te d  th a t  all o f  th e  v a r iab les  c o n ta in e d  a  u n it  ro o t  in levels 
(n o n  s ta t io n a ry ) ,  b u t  w e re  s ta t io n a ry  in th e  firs t d i f f e re n c e  (T a b le  1).

2  In year 2000 the proportion of export shares sent to USA from Sri Lanka was 44.2 percent. 
(Direction o f Trade Statistics, IMF data, various issues).



IMPACT OF TRADE LIBERALIZATION ON EXPORT DEMAND 153

Table 1. A ugm ented Dickey Fuller unit root test.

Level lnr exp Inrgdp Inter
A D F I A D F 2 AD F3 A D F I AD F 2 AD F3 A D F I AD F 2 AD F3
-1.06 -0.87 -2.8 1 1.03* 1.25. -2.23 1.66 -1.03 -1.03

1" A \nrexp A Inrgdp A In ret
difference . *

A D FI ADF2 ADF3 A DFI ADF2 ADF3 A D Fi ADF2 ADF3

-7.49* -7.63* -7.55* -3.27* -7.20* -7.17* -6.23* -6.51* -6.51*

♦denotes statistical significance at the 1% level. The critical values as reported in Engle and 
Yoo (1987), for 5Q observations at 1%, 5% and 10% levels o f significance: ADF1(t statistics) 
-2.62, -1.95, and -1.61 : ADF2 (t ,̂ statistics) -3.58, -2.93 and -2.60: ADF3 (t, statistics) -4.15, - 
3.50 and -3.18. The time period assessed is 1950-2005. All variables are in reai values 
( 2 0 0 0 = 1 0 0 ) and i^logarithm  form.

E ngle-G ranger (EG ) m ethodology

Engle and Granger (1987) suggested that a linear combination 
of nonstationary variables may produce a stationary series. As suggested by 
EG method, the two step procedure was adapted; firstly, non stationary 
variables integrated in the same order was estimated using standard regression 
techniques; secondly, the residuals from the best linear regression were tested 
for the unit root.

Initial diagnostic tests such as regression specification of this 
study revealed theoretically unexpected signs for price and income elasticity. 
From the economic theory, it is expected that the price elasticity of demand for 
exports is positive (fii>0) as the depreciation of the home currency leads to 
higher monetary values for exports. The income elasticity of demand is also 
expected to be positive (/?2>0) as the increase of foreign income leads to 
increase the demand for export of normal goods.

Therefore, the following model was selected incorporating a 
trend (/) variable to the previous equation, which is written as;
In r exp, — A, + A ^  rert + /?2 In rgdpt + /3Jib + a 2t + e, (2)

Error C orrection M odel (ECM )

Cointegration is only related to the long run relationship of the 
variables. Short run relationship of variables was estimated via an ECM. Once 
the cointegration relationship of the variables was confirmed, saved residuals 
{et_i} were used to estimate the ECM as shown in equation (3). The 
coefficient of the error correction term (y) in this model was referred to as the 
speed of adjustment parameter.
A In r exp, = a, -f/^Alnrer, + J32A\nrgdpt +yel_] +£, (3)
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R E S U L T S  A N D  D IS C U S S IO N

A s  d is c u s s e d  ea r lie r ,  th e  a im  o f  th is  s tu d y  w a s  to  e s t im a te  long- 
run  and  sh o r t  run  e x p o r t  e las t ic i t ie s  fo r  Sri L a n k a .  T h e  re su lts  o f  the 
c o in te g ra t io n  a re  s u m m a r is e d  in T a b le  2. A D F  un it  roo t te s t  re su lts  on  
re s id u a ls  s h o w e d  the  e x is te n c e  o f  a c o in te g ra te d  re la t io n sh ip .  T h e  resu lts  o f  
th e  e r ro r  c o r re c t io n  m o d e l  are  s u m m a r iz e d  in T a b le  3.

T a b le  2 . T h e  co  in te g r a te d  r e la t io n s h ip  a n d  A D F  u n it  r o o t  te s t  o n  r e s id u a l s e r ie s .

C onstant hirer Inrgdp lib t R2 F-Stcit ADF  
on e,

1977 0.54 0.192 0.359 -0.010 -0.033 0.77 43.69* -2.96+
(0.09) (1.50) (0.63) (-0.07) (-1.80)**

1992 -6.62 0.29 1.06 0.18 -0.06 0.79 48.52* -3.06+
(-1.11) (3.24)* (1.78)** (2.09)* (-2.94)*

* 5%, ** 10%, significance in OLS estimates, t statistics are given in parenthesis +. statistical 
significance at the 1% according to the Dickey Fuller critical values. The critical values for t 
statistics as reported in Engle and Yoo (1987) for-60 observations are -2.62, -1.95, and -1.61 at 
1 %, 5 % and 1 0 % levels of significance respectively.

T a b le  3 . E s t im a te s  o f  th e  e r r o r  c o r r e c t io n  m o d e l.

Constant Aimer A Inrgdp e>-i
1977 -0.058 0.308 1.080 -0.29

(-2.53)* (2.47)* ( 1 .8 8 )** (-3.14)*
1992 -0.05 0.184 0.942 0.23

(-2.14)* (1.42) (1.58) (2.34)*
*5%, ** 10%, level of significance

E s t im a te s  o f  th e  long  run  p rice  and  in c o m e  e la s t ic i ty  d u r in g  
1977 re fo rm s  s h o w e d  e x p e c te d  s igns, bu t  w e re  no t  s ta t is t ic a l ly  s ig n if ic a n t  a t 5 
p e rc e n t  leve l .  T h e  lo w - p r ic e  e la s t ic i ty  o f  e x p o r t  d e m a n d  su g g e s ts  th a t  Sri 
L a n k a  is b a s ic a l ly  e 'xporting  in e las t ic  g o o d s .  H o w e v e r ,  p r ice  an d  in co m e  
e la s t ic i ty  e s t im a te s  d u r in g  1992 w e re  b o th  s ig n if ic a n t  w i th  an  e la s t ic  incom e . 
T h is  s u g g e s ts  th a t  th e  1 p e rc e n t  in c rease  in th e  w o r ld  in c o m e  w o u ld  increase  
Sri L a n k a  e x p o r t  d e m a n d  by  1.06 p e rc en t .  A l th o u g h  e la s t ic i ty  o f  p rice  w as  
fo u n d  to  be  ine las t ic ,  th e  s ig n if ic a n t  d i f fe re n c e  s u g g e s ts  th e  p re v a le n c e  o f  
p r ice  r e s p o n s iv e n e s s  to  ex p o r ts .

T h e  c o e f f ic ie n t  o f  t ra d e  l ib e ra l iz a t io n  d u r in g  1977 had  a 
n e g a t iv e  s ig n  b u t  n o t  s ta t is t ic a l ly  s ig n if ic a n t  im p ly in g  th a t  t ra d e  l ib e ra l iza t io n  
w a s  no t  a  m a jo r  d e te rm in a n t  o f  e x p o r t  d e m a n d  in Sri L a n k a .  S ig n if ic an t  
c h a n g e s  c o u ld  b e  seen  a f te r  1992 as  t rad e  re fo rm s  had  b e en  a b le  to  inc rease  
th e  c o u n ty ’s e x p o r t  d e m a n d  by  18 p e rc e n t  e ac h  y e a r  a t  5 p e rc e n t  level o f  
s ig n if ic a n c e .  T h i s  s u g g e s ts  th a t  c o u n t ry ’s e x p o r t  p e r fo rm a n c e  has  c o m e  to  a 
m o m e n tu m  a f te r  15 y ea rs .
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The estimated error correction model suggests that the short run 
income and price elasticity of export demand was higher in magnitude than the 
long run income and price elasticity during 1977 reforms. However, this 
unusual behaviour has changed during 1992 and error correction coefficient 
suggests that any deviation from the long run export demand is corrected at a 
speed of 23 percent annually to reach long run equilibrium.

CONCLUSIONS

The study estimated both short and long run income and price 
elasticities of the export demand functions of Sri Lanka. As it was found, Sri 
Lanka’s export income and price elasticities seem to be basically inelastic in 
nature after 1977 reforms. It is commonly believed that mainly traditional 
exports such as agricultural produce are inelastic while exports of 
manufacturing goods are highly elastic. Since the USA income had been taken 
as the proxy variable for foreign income, these observations directly related 
with the changes in USA economy.

During 1992, Sri Lanka’s export performance was significant 
with high price and income elasticity estimates. This was mainly due to the 
change in pattern of Sri Lanka’s export structure, diversifying commodities 
into manufactured and other value added goods. Significant and high price 
elasticity value suggested that Sri Lanka’s export demand can be improved by 
adopting good monetary policies. Even though, trade liberalization has not 
been a significant impact for Sri Lankan economy during 1977, the changes in 
export structure and escalation of export duties has lead the country to achieve 
higher export growth after 1992.

, This study estimated only aggregate export demand elasticities 
of the economy. Further studies can be carried out to estimate disaggregated 
export demand elasticities for major sub sectors of the economy such as 
agriculture, manufacture and services, and for individual export commodities. 
Thus, disaggregated export demand elasticity estimates enable to specify 
policy intervention measures for the betterment of each sub sector and product 
category of the economy.
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