                                                                                Exports and Economic Growth in Namibia, 1968 - 1992

 by

Voxi Heinrich Amavilah

PO Box 38061

Phoenix, AZ 85069 - 8061 USA

vhs@ziplip.com

April 2002 (First Version August 1999)

_________________________________________________________________

This short paper analyzes Namibia’s data from 1968 - 1992 in order

to determine the role of exports in economic growth. The an alysis

confirms the general importance of exports, but finds no

discernible sign of accelerated growth. There is some evidence

supporting the political economist’s hypothesis about declining

terms of trade due to external demand - side factors. Even so,

Nami bia seems to represent a vent - for - surplus example in which

resource rents do neither sustain early, nor stimulate new,

economic growth. An important finding is that domestic export

supply factors are more important to growth than external demand

factors.

Keywords: economic growth and exports, trade in developing

countries

JEL Code: F43, O33, O38, O40, O55

__________________________________________________________________

0. INTRODUCTION

Prior to 1980 Namibia grew relatively fast, but thereafter
economic  growth has greatly slowed, leaving no real growth to
speak of during the entire 1968 - 1992 decade. The difference
between the two periods is that before 1980 production focused on
primary commodities for export,  viz., minerals, with the trade
surplus gain s going into expanding the productivity of the traded
primary goods sectors. To avoid the effects of UN - sponsored
economic sanctions against Apartheid policies in that country,

South Africa (which then controlled Namibia) attempted to incubate
manufacturin g and the non - traded secondary and tertiary sectors
started to eat away at the gains from trade leading to weak
economic performance. As it often happens, policy - makers took
cover behind the old Prebisch blame that the primary sector
overspecializes in the  production and export of raw materials.

The theoretical basis for a positive correlation alleged between
foreign trade and economic growth goes back to the role Adam Smith

(1937) assigned to trade as a vent - for - surplus method for
extending domestic marke ts, and was popularized by the success of

Asian newly industrializing countries in the 1980s and 1990s ( see

Irwin, 1996).
1

 To Smith’s vent - for - surplus model David Ricardo

                                       1

                                               According to Smith vent - for - surplus externalities are side -
effects of trade which "give a value [to] superfluities, by
exchangi ng them for something else, which may satisfy a part of

[traders’] wants and increase their enjoyment, [and thus reducing

latter added that export - led growth is abetted by differential

labor productivity (Chaudhuri, 1989). However, the trade effects

on the economic growth of developing countries were essentially

ignored until studies spark ed by Nurkse’s (1961) claim that

"trade as an engine of growth" was passé , began to incorporate

exports in an augmented production function along with capital and

labor (see Kindleberger, 1962; Caves, 1965; Corden, 1971; Choi,

1983; Thirlwall, 1982). Inco rporating exports double - counts

exports, and introduces a misspecification error; as flows exports

are part of output; as stocks they are part of capital.

The good thing that came out of the misspecification mentioned

above was that it justified the sear ch for less troubled

expressions of the export - economic growth nexus, and led to many

time - series, cross - sectional, and pooled data studies, among many

Emery (1967), Syron and Welsh (1968), Sheehey (1995), Balassa,

(1978), and Feder (1983). All, but Balass a and Feder, had assumed

exports to be a cause and economic growth its positive effect.

Balassa and Feder recognized the problems posed by the issue of

joint determination of exports and output. From this recognition

Salvatore (1983), Salvatore and Hatcher  (1991), Sprout and Weaver

(1993) have attempted to accommodate the simultaneous association

among income (output), capital, and exports. Like others, however,

the] narrowness of the home market [that tends] to hinder a

division of labor." (From Thirlwall, 1982, p. 338, [] added).

the functional forms they utilized remain open to the
specification bias and the double counting  misspecification error
just mentioned. To - date a great deal of ad hoc  evidence still
supports skepticism over the tests of export (x) - led growth

(Kravis,1970; Kanamori, 1968), leaving enough room for an
additional analysis.

1. ECONOMIC GROWTH AND TRADE I N NAMIBIA

In order to minimize the misspecification error output growth and
labor productivity growth used here as measures of economic growth
were estimated separately (see Amavilah, 1996; Amavilah and

Newcomb, 1996). In one instance, output growth (Y
it

- d ot) was
estimated as a function of the growth of labor (L
it

- dot), capital

(K

                    it

                                 - dot), and some sector - specific measure of technical change

(T

                    i

                          ), in another instance output was assumed to be a function of
capital, technical change (T
i

), skilled (H
it

- dot) lab or, and
unskilled (L
                                                                                                                      *
it

- dot) labor, in the second instance, i.e.,

In that case (1) is the output growth measure of economic growth.

An alternative measure of economic growth used was the annual
average labor productivity (y
t

- dot) as,

The dot over a variable in dicates its growth rate over t ime.

)

T
,

K
,

L
,

H
f(

=

Y

)

T
,

K
,

L
f(

=

Y

Y
it

*
it
it
it

Y
it
it
it

�

�

�

�

�

�

�

�

�

 (1)

,
h
,
k
f(

=
y

)

T
,
k
f(

=
y
it
it
it

y
it
it

�

�

�

�

�

�

 (2)

1.1. Output - Export Growth Correlations

Like in previous research this analysis infers the role of exports

in economic growth from the association between output growth and

trade openness as,

ZKHUH� �

                                                                     i

                                                                             is the income elasticity of export growth over time t , x

it

is for export, i  is for the i
th
 export type or origin of the

exports. While (3) is consistent with judging the merit of exports

by noting the correlations between export growth and output

growth, it does not suffer the double counting problem because (1)

and (2) were estimated separatel y, not as direct determinants of

an export - augmented production function approach (Fosu, 1996). In

other other words, output growth depends on the growth of

traditional inputs, but it is accelerated (decelerated) by the

growth of exports.

1.2. Labor Produ ctivity Versus Exports

Instead of depending on export growth labor productivity is

affected by the volume of exports. The relationship between labor

productivity and export volume is rich: it does not just say

something about the productivities of the exp orting sectors, and

the openness of the trade regime itself, it also says something

,
x

=

Y

it
i
it

�

� p
 (3)

about the welfare implications of foreign trade. Formally, changes
in the growth of average labor product depends on increases  in
the volume of exports,

ZKHUH� &

                                                                      i

                                                                              is the productivity elasticity of exports. The subscript
i  stands for 1 if primary exports, 11 if primary mineral exports,

12 if primary agricultural and fish exports, 2 if secondary
exports, and 21 if manufacturing exports. Within mineral exports
x

          d11t

                                     is for diamond exports, x
u11t

 is for uranium exports, and x
o 11t
is for other (non - diamond and non - uranium) mineral exports. This
means that whereas (3) is a definitional function (hence double
counting), (4) is analytical in which x
it

 may be thought of as a
proxy for (foreign) capital stock.

1.3. Factors Determini ng Export Supply

Once the relationship between exports and economic growth is
examined, whatever its nature, it becomes essential to ask what
the determinants of export supply are. From theory exports are
determined by demand (external) and supply (inter nal) forces.

According to that theory, the demand for Namibian total exports
would be a function of own export prices (P
x

), competitor’s prices

(P

                    w

                          ), a measure of the condition of the world market represented
by world income (y
w

), and export demand - related  technical changes

(T

                    dx

                                 ),

,
x
=
y
it
i
it

w

�  (4)

On the supply side exports depend on export prices, variable costs

(C), the ratio of x

it

 to Y

it

, i.e., K =  x

it

/Y

it
as a measure of

export productive capacity, and supply - related technical changes

(T

                    sx

                                 ),

Since in equilibrium supply equals demand (small country

assumption under competition), (5.1) and (5.2) can be combined

into,

where e

                                                                           � 7
                                                                                         = (e

� 7G[
)(e

� 7V[
) is net trade - related technical change,

f

          w

                (.) is a function of foreign factors, q

w

, f

d

(.) is a function of

domestic factors, q

d

. Here the world price (P

w

) is approximately

equal to the exchange - rate weighted domestic import price (P

m

),

and domestic import price is approximately equal to the gene ral

domestic price level (P

d

). Now single - deflating (dividing both

sides of) (5.3) by P

d

 one gets,

where P is the ra tio of export price to import price index

evaluated at the rates of exchange and domestic inflation. Eq.

(5.4) is obviously a lame, but useful, cop - out because x

j

 is now

either export demand or export supply depending on the empirical

).
T

,
y

,
P

,
P
f(

=
X

dX
w
w
x
d

 (5.1)

)
T

K,

 ,

C

,
P
f(

=
x

sx
x
s

 (5.2)

K),

C,

,
P

(
f

)
y

 ,
P

(
f
e

=

)
q

(
f

)
q

(
f
e
e

=
                                                                                                            x

x
d
w
w
w

T

d
d
w
w

T

T

                                                                                                                     j
sx
dx
l
l
l

 (5.3)

,
K

C
P
y
e

A

=
x
2

1
2

1

w

T

j
d
d
f
f
l

 (5.4)

- 0.1 ( - 2.2)

- 0.1 ( - 1.1)

Agr. & Fishing    0.002 (0.5)

0.006 (0.7)

0.01 (2.15)

0.02 (1.2)

MANUFACTURING   - 0.03 ( - 2.1)

- 0.04 ( - 1.6)

- 0.03 ( - 2.1)

- 0.05 ( - 2.0)

- 0.04 ( - 1.3)

- 0.03 ( - 1.2)

Adj. R
                                              2

Adj.R
                                      2

0.8718

0.4881

0.8780

0.5737

0.8760

0.5621

0.8935

0.4983

’:� ! �

’:� ! �

2.01( - 0.01)

1.82 (0.001)

1.98 (0.01)

1..73 (0.02)

1.94 (0.03)

1.69 (0.04)

2.00 (0.00)

1.68 (0.03)

 Table 2 -  Output - Export Growth Correlations in Namibia, 1969 -

1992

                                       3

        Exports  Model A  Model B  Model

C

Model D

        Total  +n

        Primary   +s

        Minerals    +s

        Diamonds     +n

        Uranium     +n

        Other     - s

        Agriculture  +n   +n  +s

        Manufacturin

        g

 - s  - s  - n

Table 3 -  Export Effects on Productivity in Namibia, 1968 - 1992

4

        Exports  1968 - 1992  1968 - 1980  1981 - 1992

        Total  +ss  +ss  +n

        Primary  +n  +s  +n

        Minerals  +ss  +ss  - ss

        Diamonds  +ss  +n  +n

        Uranium  +ss  +ss  - ss

        Other minerals  +s  +s  +n

                                                                                   3
                                                                                          n/a = not applicable; +s = positive and significant, - s

                                            = ne gative and significant; +n = positive and insignificant;

                                            - n = negative and insignificant.

                                                                                   4
                                                                                          +ss = positive and very significant; +s = positive and

                                            significant; +n = positive and insignificant; - ss = negative

                                            and very significant; - s = negative and significant; - n =

                                            negative and insignificant.

Agriculture  +n  +n  +n

Manufacturing  - s/+s  - s/+n  +n/ - n

their impacts are low. Mineral export growth has the expected

positive and significant impact on economic growth, while non -

mineral primary export growth is statistically nonessential to

economic growth. In terms of mineral commodities, the effects of

the  exports of uranium and other non - diamond and non - uranium

minerals remain weak. In fact, the significance of non - mineral

primary exports is actually negative in this case. Thus, contrary

to the literature for other regions, while export growth plays an

obv ious role in Namibia’s economic performance, it is neither a

dominant nor necessarily a positive growth factor.

2.2. Labor Productivity and Exports

In terms of productivity an increase of one percent in total

exports leads to a positive but tiny rise in  labor productivity,

leaving unexplained a large portion of the observed variations in

productivity (see Models 1 and 2). Mineral exports are positively

associated with labor productivity (Model C). While diamond

exports and other primary mineral exports a re all statistically

essential to productivity during the 25 years, in substance their

importance is questionable given low partial coefficients (Model

D). For the early years (1968 - 1980) 85.6% of variations in labor

productivity are explained by uranium e xports and other primary

mineral exports. During the later (1981 - 1992) years uranium

exports have a significantly negative effect on labor

      productivity, while diamond and other primary mineral exports are

      weakly positive. Whichever period one looks at manu factured

      exports have either had a zero or negative influence on the

      Namibian economy. These findings clearly reflect the falling

      uranium price and output since 1983, and diamond price weakness

      during 1980’s. Just as clearly they suggest that exports are a

      necessary but not sufficient condition for economic growth.

      2.3. Export Volume Determination

      Table 2 summarizes the results of (5.4).
5

 With respect to total

      exports, the effects of export market conditions such as foreign

      income and domestic export capacity are negative. The latter

      means that investment in the export se ctor has declined over the

      1968 - 1992 years; the former reflects weak mineral markets in

      developed countries as noted by (Roberts, 1988). World demand

      conditions, export prices, and technical change have favored

      primary exports. Variable costs and export ca pacity have

      statistically zero effects on labor productivity. On the brighter

      side of things though, despite economic recession in the

      industrialized countries, Namibian primary exports held their

      own. That is not surprising given that a large part of prim ary

      exports is mineral exports for which both technical change and

                                       5

                                               Those interested in numerical magnitudes of estimated
coeffiecients are referred to Amavilah (1996, Chapter 5), a nd/or

Amavilah and Newcomb (1996, Table 3, p. 23, and Table 4, p24).

capacity building were already in place and the world state of

the mineral economy as well as export prices were favorable. The

variable costs in the mineral sub -

Table 4 -  Export Supply R esults in Namibia, 1968 - 1992
6

        Variable  lnx
t

 lnx

1t

 lnx

11t

 lnx

21t

=lnx

2t

        Intercept  - 8.5( - 11.2)  - 90.6( - 2.7)  0.6(0.3)  - 171( - 2.2)

        lny

                               w

                                     - 0.1( - 1.1)  0.4(1.6)  0.3(1.5)  - 0.5( - 1.5)

        lnK  - 8.5( - 4.7)   -   -   -

        lnP   -   -  0.4(3.1)  1.4(1.1)

        lnC   -  0.5(2.3)   -  - 13.2( - 2.1)

        T

                sx

                            -  0.48(2.86)  4.56(4.29)  0.09(2.34)

        Adj.R
                                               2

                                                    0.5017  0.4184  0.5794  0.5744

        1
                2

                      0.0066  0.0164  0.0191  0.0397

        DW  1.7213  1.698  1.625  1.498

        !  0.128  0.136  0.169  0.245

        N  24  24  24  24

        $
                2

                      (df)  1.881(1)  1.716(4)  3.316(4)  3.028(3)

        Mean x

                                                      it

                                                                  6.9416  6.7511  6.5273  5.1347

                                       6

                                               Parentheses T - ratios, -  = not applicable

lnK

+
lnC

+
lnP

+
lny
+

T

+

=
lnx

2

1

2
w

1
j

d
d
f
f
l
a

sector were the most important constraint of export supply, which

is understandable given the energy costs of the mid - 1970s.

3. IMPLICATIONS AND CONCLUSIONS

3.1. Output Growth Versus Export Growth

An increase in the growth of exports resulted in a mod est rise in

the rate of output growth in the short - run and doubles in the

long - run (Cf. Motinga, 2001). In that case the significance of

manufacturing and nonmineral primary exports was almost nil (see

Table 2). Table 3 indicates that exports were importan t to labor

productivity in Namibia, especially in the first decade (1968 -

1980). However, after 1980 export effects on labor productivity

slowed. In fact, export volume did worse in explaining economic

growth measured as labor productivity than export growt h.

The results clearly indicates that domestic supply factors were by

far more important growth factors in Namibia than foreign demand

factors. An important implication of the results is that countries

like Namibia stand to gain little or nothing from bl aming

"foreigners" for their poor performance. Admittedly this short

paper excluded other factors which are known to be also important

to demand for and supply of exports such as tastes and

preferences, as well as government policies (see Weder, 1996).

        K  export capacity, proxied by output of ith sector

                                                                                                                   to total output

        T

                  i

                          dummy variable for technical change

REFERENCES

Amavilah, Voxi H.S., and Newcomb, Richard T., 1996, The Impacts of

Changing Resources and Strategic Trade Policies on Namibian

Sustainable Growth: 1968 - 1992, University of Arizona, Tucson, AZ

85721, USA (in progress).

Balassa, B., 1978, "Exports and Econo mic Growth: Further

Evidence", Journal of Development Economics  Vol. 5, pp.181 - 189.

Bank of Namibia, Annual Report s, Windhoek: Bank of Namibia

(various).

Bank of Namibia, Namibia: 1990 to 1992 Balance of Payments ,

Windhoek: Bank of Namibia, Publication N o. BOPA1, 1993.

Caves, R.E., "Vent for Surplus Models of Trade and Growth", in

R.E. Baldwin, et al., Trade Growth and the Balance of Payments ,

Chicago:  Rand McNally, 1965.

Chaudhuri, Pramit, Economic Theory of Growth . New York:  Harvester

Wheatsheaf, 19 89, Chapters 7 - 11.

Choi, Kwang, Theories of Comparative Economic Growth , Ames (Iowa):

Iowa State University Press, 1983.

Chow, Peter C.Y. and M.H. Kellman, Trade -  the Engine of Growth in

East Asia , New York:  Oxford University Press, 1993.

Coppin, Addington, 1994, "Determinants of LDC Output Growth during
the 1980’s", Journal of Developing Areas , Vol. 28, pp. 14 - 28

(March).

Corden, W.M., "The Effects of Trade on the Rate of Growth" In

Trade, Balance of Payments, and Growth , J. Bhagwati (Ed. ),

Amsterdam: North Holland, 1971.

Emery, R., 1967, "The Relation of Exports and Economic Growth",

Kyklos , Vol. 20, pp. 470 - 484.

Feder, G., 1983, "On Exports and Economic Growth", Journal of

Development Economics , Vol. 12, Nos. 1 and 2, pp. 59 - 73.

Fosu,  A.K., 1996, Primary Exports and Economic Growth in

Developing Countries", World Economy , Vol. 19, No. 4, pp. 465 - 475.

Greenway, D. and David Sapsford, 1994 "What does Liberalization do

for Exports and Growth?"  Weltwirtschaftliches Archiv (Review of

World Economics) , Band 130, Heft 1, 153 - 174.

Greenway, D. and David Sapsford, 1994, "Exports, Growth and

Liberalization:  An Evaluation," Journal of Policy Modeling , Vol.

16 15. No. 2,pp.165 - 186 (April)

Irwin, Dou glas A., Against the Tide: an Intellectual History of

Free Trade , Princeton University Press, Princeton (NJ), 1996.

Kanamori, H. "Economic Growth and Exports" In L. Klein and K.

Ohkawa (Eds) Economic Growth: The Japanese Experience since the

Meiji Era . Ho usewood (IL): R. Irwin, 1968.

Kindleberger, C.P., Forei gn Trade and the National Economy , New

Haven: Yale University Press, 1962.

Kravis, Irving B., 1970, "Trade as a Handmaiden of Growth:

Similarities between the 19th and 20th Centuries",  Economic

Jour nal , Vol. 80, pp. 850 - 870.

Krogh, D.C., 1960, "The National Income and Expenditure of SWA

(1920 - 56)," South African Journal of Economics , Vol. 20, No. 1,

pp.3 - 22.

Krugman, P.R., and M. Obstfeld, International Economics:  Theory

and Policy , 2nd Ed. New Yo rk: Harper Collins, 1991.

Leistner, G.M.E., 1971, "Public Finance in SWA, 1945/46 to

1969/70," South African Journal of Economics , Vol. 40, No. 1, pp.

1 - 32.

Motinga, Daniel (2001) Openness and Economic Growth: Is There a

Long Run Relationship for Namibi a? NEPRU Working Paper No. 79.

Namibia Economic Policy Research Unit.

Nurkse, Regnar, "Contrasting Trends in the 19th and 20th Century

World Trade", In Problems of Capital Formation in Underdeveloped

Countries and Patterns of Trade and Development , New Yo rk: Oxford

University Press, 1961, pp.163 - 227.

Roberts, Mark, 1988, "What caused the slack demand for metals

after 1974? Resources Policy  (December), pp. 231 - 246.

Salvatore, D., and Thomas Hatcher, 1991, "Inward Oriented and

Outward Oriented Trade Strate gies", Journal of Development Studies

Vol. 27, (April), pp. 7 - 25.

Salvatore, Dominick, 1983, "A Simultaneous Equations Model of

Trade and Development with Dynamic Policy Simulations",  Kyklos  36,

Fasc. 1 (March), 66 - 90.

Sapsford, David, 1990, "Primary Commodity Prices and the Terms of

Trade", Economic Record , pp. 342 - 356 (December).

Sheehey, E.J., 1995, "Trade, Efficiency, and Growth in a Cross

Section of Countries", Review of World Economics , Vol. (Band) 131,

No. (Heft)  4, pp.723 - 736.

Smith, Adam,  An Inquiry into the Nature and Causes of the Wealth
of Nations . New York: Random House, Edwin Cannan (Ed), 1937. (See
also George Stigler’s Selections from the Wealth of Nations ,

Arlington Heights (IL):  Harlem Davidson Inc., 1957, Book IV, 62 -

88; and  Andrew Skinner’s Penguin Books Edition, 1974, Book I,

Chapter 3; Book II, all; Book III, Chapter 1.

Smith, D. M., 1975, "Neoclassical Growth Models and Regional

Growth in the United States", Journal of Regional Science , Vol.

15,  pp. 165 - 181.

Sprout, Ronald V., and James H. Weaver, 1993, "Exports and

Economic Growth in a Simultaneous Equations Model", Journal of

Developing Areas Vol. 27, (April), pp. 289 - 306.

Stone, Simon, The Consumer Price Index and Inflation in Namibia,

Worki ng Paper No. 37, NEPRU, Windhoek, (April), 1992.

Syron, R.F., and B.M. Welsh, 1968, "The Relation of Export and

Economic Growth: A Note, Kyklos , Vol. 21, Fasc. 3, 541 - 545.

Thirlwall, P.A., Growth and Development , 2nd Ed., London:

Macmillan Press Ltd, 1 982.

UNIDO (United Nations Industrial Development Organization),

Namibia:  Industrial Development at Independence , Industrial

Development Review Series, 1990.

United Nations Department of Economic and Information, Systems of

National Accounts , Washington , D.C.: World Bank,1993.

Weder, Rolf, 1996, "How Domestic Demand Shapes the Pattern of

International Trade", World Economy , Vol. 19, No. 3, pp. 273 - 286.

World Bank, World Development Report , New York: Oxford University

Press, 1990 - 1995.

World Bank, Na mibia: Poverty Alleviation with Sustainable Growth ,

Washington, D.C.: The World Bank, 1992.

World Bank, The East Asian Miracles: Economic Growth and Public

Policy , Washington D.C.: The World Bank, 1993.