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Export Performance of China: A Constant
Market Share Analysis

Abstract In the light of the fact that there has been substantial growth in
China’s exports in last three decades, particularly after China joined the WTO in
2001, this article investigates the major sources of China’s export performance
during 2002-2014 by using the constant market share (CMS) model. In this study,
exports are further decomposed in three categories based on their technological
intensity using Lall (2000) classification on 3 digit SITC Revision-3 data
provided by UN Comtrade via WITS database. The categories are high
technology, medium technology and low technology. It is found that growth of
China’s exports has, moreover, remained above world exports growth in all three
categories during the period of study. The analysis reveals that export
performance is mainly attributed to its competitive strength in the global market,
though decreasing trend has been observed in the competitiveness of all three
categories. Increasing cost of labor and appreciating RMB could be the causes
behind decreasing competitiveness of Chinese exports. Product structure effect,
on an average, has turned out to be negative in all the categories which is the
most disturbing aspect of China’s export performance. On the other hand,
geographical structure effect has positive impact on export performance of
high-technology based exports whereas it has negative impact on export
performance of low-technology and medium-technology based exports. China
being the world’s largest exporter, decreasing competitiveness and wrong product
structure effect could adversely influence its export performance in particular and

its growth in general.
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1 Introduction

China started opening its economy in 1978, with its reform and opening up
policy. Since then the economy has been growing at an impressive rate with
average annual GDP growth rate of 9.75 percent for the period of 1979 to 2014.
Capital formation, which is a significant driver of growth of a nation, has also
experienced a remarkable growth from approximately 3.6 percent of GDP in
1979 to approximately 38 percent of GDP in 2014. Further, China kept on
working towards joining the WTO and in December 2001 the country officially
became the 143rd member of the WTO. China’s accession to the WTO is
considered as a milestone in China’s reform and opening up process. WTO
membership has opened up China’s market for international trade and investment.
In a nutshell, it has opened up door of world economy for China’s exports.
Merchandise exports from China has on an average increased by 19 percent
annually for the period under study despite the fact that China experienced
negative growth rate in 2009 most probably because of the global financial crisis.
China’s integration with world economy has contributed to its sustainable growth
of international trade. This calls for investigating the major sources behind the
export performance of China especially for the period since China has joined the
WTO (2002-2014). For this purpose, we are using the constant market share
(CMS) model as proposed by Nyssens and Poullet (1990). In the studies of
international trade, Tyszynski (1951) was the first one who applied this technique,
later on it underwent various modifications to enrich its analytical features and to
handle some issues with its application.

The paper is structured as follows. Section 2 deals with brief literature review.
Section 3 provides the data and research methodology used in this study. Section
4 presents the empirical results from the study and Conclusion is presented in
section 5.

2 Literature Review

Many studies have been undertaken to analyze export performance of China.
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Yue and Hua (2002) calculated revealed comparative advantage (RCA) for
China for the period of 1980-2000 and concluded that as a result of China’s
economic reform, export has shifted from capital-intensive sectors to
labor-intensive sectors. In a study, Rodrik (2006) came up with a surprising
finding according to which product sophistication of China’s exports in the
1990s is significantly high, much higher than a country at China’s income level
in general. Technology index of China’s exports has been calculated by Du and
Wang (2007) for the period of 1980-2003 and they find results that are
different from Rodrik (2006). It has been found that since China’s economic
reforms, technology level of its exports has greatly improved. Though still
lower than the average level of developing countries, it has also been observed
that the proportion of high-tech and low-tech goods in China’s total exports is
increasing. Yang et al. (2009) examined the upgradation of technology in
Chinese exports. The exports are segregated into four groups based on their
technological content. These are primary, low-tech, medium-tech and high-tech
products. It is found that dramatic rise has been observed in RCA index of
high-tech products whereas slight increase has been observed in RCA index of
medium-tech products. On the contrary, deterioration of RCA index has been
experienced in case of primary and low-tech products. Ba and Shen (2010) has
analyzed China’s exports to the US and find that its volume to the US has been
declining. It is stated that continued appreciation of RMB against USD has
resulted in decrease in China’s price superiority in export to the US. It is
suggested that China should develop capital and technology intensive export
industries to sustain its dominant position in international market. Yao (2011)
examines the link between international trade and technological progress in
China and find that it is import trade volume that co-integrates with total factor
productivity rather than international trade volume and export trade volume.
Most of the above studies are related to analyzing features of China’s exports.
Looking at the phenomenal growth of China’s exports, what inspires more is to
explore explanation for the rapid growth. In order to do so, the study applies
CMS model to examine the factors behind the phenomenal growth of China’s
exports, separately for each technological category. A number of studies have
been carried out for different economies based on this model. Finicelli et al.
(2011) examines the causes of changes in export market share of some
industrial and emerging countries through constant market share analysis
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(CMSA) for the period 1985-2003. Coutinho (2011) uses CMSA to explain the
increase in exports of India and China to EU during 2001-2009. Husted and
Nishioka (2013) provide analysis of Chinese export growth and its market
share gain over the period 1995-2010 with the help of CMSA which
decomposes the market share gain in five factors including market share,
commodity composition, commodity adaption, market composition and market
adaption. It is stated that export share gain is best explained by the market
share effect that means expansion of trade in large part is within product lines
where Chinese firms had have early success.

Some studies on China using CMS model are as follows: Chatterjee and
Chattopadhyay (2013) have made an attempt to examine the rise in exports of
high-tech products in India and China using the constant market analysis. Lin
(2015) has examined the competition between China and Mexico in U.S.
market using relative market share analysis and constant-market-share analysis.
Xiao, Zheng, Hu and Chen (2015) have decomposed the trade growth factors
between India and China using the constant market share analysis.

The CMSA was initially used by Tyszynski (1951) to examine change in
market shares of manufacturing goods exporting countries. Later on it was used
by Baldwin (1958) to analyze the factors behind adverse pressure on the share
of manufacturing exports of the countries like UK and France. Narvekar
(1960) analyzed the role of competitiveness in Japan’s manufactured export
performance during the period 1954-1958. Richardson (1971) through
experimenting on growth data of the industrialized countries came up with
significant suggestions to improve its application and the inference that can be
drawn using the CMS model. Fagerberg and Sollie (1987) in their work came
up with a new version of CMS model which allows for the calculation of
effects reflecting the ability of exporting country to adapt its export structure to
the changes in the country and commodity composition of world imports.

Further Nyssens and Poullet (1990) purpose the modification to CMS model.
As per the suggestions total change in the market share of exports is
decomposed into three main additive terms, i.e., a market share effect, which
takes into account the effective change of share in each product/geographical
market and two additional terms that analyze the effect of geographical and
product composition affecting overall market share.

Thus, the CMS model is the commonly accepted procedure for examining
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the sources of a country’s export performance especially for the analysis of
aggregated commodity exports. Hence we can examine the sources of country’s
export performance where export is segregated into three different
technological categories. Sources of export performance of each category are
examined separately using CMS model. So far there is hardly any study
available which examines the sources behind performance of China’s exports in
different technological categories using CMS model.

3 Data and Methodology

The analysis has been made for a period of 12 years, from 2002 to 2014. Data
has been taken from UN Comtrade-WITS database. Results are presented on the
basis of technological content of exports where export segregation is based on
Lall (2000) classification. Lall classification is a widely accepted classification
and has been used by a number of economists for analyzing exports, segregated
on the basis of technological intensity. This classification has also been
recommended by United Nations Conference on Trade and Development
(UNCTAD) for classifying products based on technological intensity.] It is
based on the complexity of technology used in the production. Merchandise
exports have been classified in “low-technology based,” “medium-technology
based” and “high-technology based” exports. Though this classification is not
free from limitations, but it provides a broad picture of technology content of
exports which can also be used for analyzing performance of exports. As export
performance is defined in terms of change in China’s share in world exports,
given the large number of countries in the world to which China exports, it was
decided to focus on those countries as export market which accounts for
approximately top 60 percent share in China’s exports across each category. Out
of total 213 countries/regions in world, selection has been done for all the
categories, i.e., low-technology exports, medium-technology exports and
high-technology exports seprately. In the case of low-tech, the countries/regions
are US, Chinese Hong Kong, Japan, UK, Germany, South Korea, Russian
Federation, Vietnam, United Arab Emirates, the Netherlands, Australia and
Malaysia. For medium-technology based exports, the countries/regins are US,
Chinese Hong Kong, Japan, India, South Korea, Germany, Vietnam, Russia,
Indonesia, Singapore, Brazil, Malaysia, UK, Thailand, the Organization of

! http://unctadstat.unctad.org/EN/Classifications.html
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American States (OAS) and in high-technology based exports the countries/
regions are Chinese Hong Kong, US, Japan, South Korea and the Netherlands.
To facilitate analysis we have dropped the rest of the partners from the
calculation as their individual shares do not form significant parts of total exports
of each category of exports.

CMSA is a decomposition technique which decomposes export performance
(defined as difference between country’s export growth and world export
growth) into two components, i.e., competitiveness effect and structural effect,
where competitiveness effect reflects changes in both price and non-price
factors such as export price, related commodity prices, country’s trade policy,
quality of products, etc. Structural effect reflects changes in terms of product
structure effect and geographical structure effect and residual term. This
methodology has been used in this paper to look at the various components of
export performance of China and deriving policy implications from it.

Market share effect (MSE, or competitiveness effect) shows the country’s
capacity to increase market share as a result of competitiveness only, excluding
structural change in market or in product pattern (Skriner, 2009), whereas
positive competitiveness effect implies competitive advantage of the focus
country vis-a-vis rest of the world.

Geographical structure effect (GSE) indicates impact of geographical
breakdown of a country’s export, i.e., the value of geographical structure effect
will be positive if country’s exports are directed towards those countries where
the demand is strongly growing and negative if the exports are directed to
countries where the demand is growing slower than the rest of the world.

Product structure effect (PSE) reflects influence of pattern of exported
products. If a country specializes into those products whose foreign demand is
growing then the product structure effect would be positive otherwise it will be
negative.

The first step is to calculate difference between country’s export growth and
world export growth. A country gains if its export growth is higher than world
export growth but losses if export growth is not higher. The total change in the
share of China’s exports worldwide, i.e., the total effect (7E), is given by the
difference between the growth rate of China’s exports (g) and the growth rate of
world merchandise exports (g*) to the selected countries:

TE=g-8* =2, 2,08y =2, 2,0 " &*- (1)

The notion of individual market used here refers to each ij market measured as
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TE will be positive if China’s export growth exceeds world’s export growth

are equivalent for world exports (excluding China).

and vice versa. TE can be segregated into two parts that are market share effect
(MSE) and combined structure effect (CSE). Where MSE evaluates effective
changes in individual markets which is an indicator of competitiveness, whereas
CSE is further segregated into product structure effect (PSE), geographical
structure effect (GSE) and residual term (mixed structure effect, MIX).

While MSE captures the impact of change in competitiveness, CSE measures
the impact of product specialization and geographical specialization and residual

term.

TE = MSE + CSE = MSE + PSE + GSE + MIX,
MSE=3 > 0,(g;—8%;). 2)
PSE=7Y" (6,-0%)(g* —-g*), 3)
GSE=Y 0, =0%)g*; ~g%), 4

0%, 0%,

MW:EZ,- (0, -0%,)—(0, - 0*)9 —-(0,-0%, )9* g% (5)

where

6, = Z,ﬂz‘/ (share of product i in China’s exports),
0*= z,ﬂif * (share of product i in world exports),

0, = Z 0;  (share of market j in China’s exports),
0,*= Z 0, * (share of market; in world exports),

Z,ﬂ Y 8%

g*= —r (growth rate of world exports of product i),
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comparing China’s export structure with world export structure. It gives
information equivalent to the traditional Balassa index of revealed comparative
advantage (Devadason, 2008). PSE could be negative if §,>6,* and g, *<g*,

i.e., over specialization in product i having below world average growth rate, and
vice versa. Similarly GSE could be negative if 6, <6, * and g, *>g*, ie,

(growth rate of world exports to market ;).

provides information about the relative specialization by

under specialization in market j to whom world export is growing above world
average and vice versa.

4 Empirical Results

4.1 Share of China in World Exports
4.1.1 High-Technology Exports

According to Lall (2000), High-technology products can be classified as the ones
that have advanced and fast changing technologies and the complex skill needs.
Looking at the share of China’s exports of high-technology products in world
total exports of high-technology products, it is observed that China’s share has
been continuously increasing over the time (Table 1). China forms a significant
part of world export of high-tech products. It has increased from 6.72 percent in
2002 to approximately quarter of total world export of high-tech products in
2014. The growth of China’s exports of high-tech products is commendable.

4.1.2 Low-Technology Exports

“Low-tech products tend to have stable, well-diffused technologies mainly
embodied in capital equipment, low R&D expenditures and skill requirements,
and low-scale economies. Labor cost tends to be a major element of total cost
and the products tend to be undifferentiated. Barriers to entry are relatively low;
competitive advantages in products of interest to developing countries are based
on price rather than quality or brand names” (Lall, 2000). Looking at the share of
China in total world exports of low-technology products, it can be seen that
China’s share has increased from 13.80 percent in 2002 to 31.41 percent in 2014
(Table 1).
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Table 1 Share of China in World Exports of Different Technological Categories (%)

Year High-technology Low-technology Medium-technology
2002 6.72 13.80 3.39
2003 9.04 14.76 4.04
2004 10.88 15.64 4.76
2005 12.98 17.68 5.62
2006 14.37 19.76 6.35
2007 16.66 21.22 7.12
2008 17.74 22.18 7.96
2009 18.55 22.94 8.70
2010 20.76 25.09 9.42
2011 21.78 26.12 9.85
2012 23.38 29.35 10.52
2013 24.59 30.35 10.77
2014 24.19 31.41 11.39

Source: Authors’ calculation using WITS database.
4.1.3 Medium-Technology Exports

“Medium-technology products generally have complex but not fast-changing
technologies. They have moderate levels of R&D expenditure and call for
advanced engineering skills and large scales of production” (Lall, 2000). In case
of medium-technology products, China has made a remarkable growth over the
study period. China’s share increased from 3.39 percent in 2002 to 11.39 percent
in 2014 (Table 1).

4.2 Empirical Results of Constant Market Share Analysis
4.2.1 High-Tech Products

During the period 2002-2014, China’s export growth in high-technology
products has remained above world export growth except in the year 2013-2014.
It can be seen that China’s growth of high-tech based exports has decreased at the
greater rate as compared to growth rate of world’s export of high-tech based
goods between the period of 2002—-2003 to 2008—2009 whereas hike in growth
has been observed in the period 2009-2010. Overall the growth rate has
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decreased for both China and the world between the periods of 2002-2003 to
2013-2014 (Table 2).

As China’s export growth has remained above world export growth throughout
the period except in the year 2013-2014, it has resulted in a market share gain for
China and it is mainly attributed to competitiveness (Figure 1). Within the
combined structure effect, product structure effect has always been negative
revealing negative role of change in product composition in China’s export
performance. No trend can be seen in geographical structure effect over the time.
China’s competitiveness which is measured in terms of market share effect has
decreased over the time from 2002-2003 to 20122013 (Table 2).

Table 2 Results of Constant Market Share Analysis for High-Technology Based Exports

Year MSE GSE PSE MIX G G* TE
2002-2003 0.444 0.038 —0.035 -0.016 0.486 0.056 0.431
2003-2004 0.313 0.014 —0.028 —0.007 0.415 0.123 0.292
2004-2005 0.389 0.011 —0.024 —0.008 0.415 0.047 0.368
2005-2006 0.162 0.009 —-0.022 -0.014 0.255 0.120 0.135
2006-2007 0.219 0.001 —-0.033 0.012 0.213 0.014 0.199
2007-2008 0.074 —0.022 0.003 0.013 0.068 0.001 0.067
2008-2009 0.057 0.024 —0.036 —0.003 —0.092 —0.133 0.041
2009-2010 0.152 —0.004 —0.184 0.217 0.336 0.156 0.180
2010-2011 0.109 —0.002 —0.033 0.033 0.154 0.046 0.107
2011-2012 0.106 0.014 —-0.001 0.004 0.136 0.013 0.123
2012-2013 0.127 —-0.002 —-0.003 —-0.005 0.131 0.014 0.117
2013-2014 —-0.053 —-0.002 —-0.021 —0.008 —0.036 0.048 —0.084

Average 0.175 0.007 —0.035 0.018 0.207 0.042 0.165

Source: Authors’ calculation using WITS database.

Total Effect
%0431 ) 0368
0.200 0135 0199 o 0180 0107 0123 017

0.000 T e B e e N
-0.200 & @9‘7 $ &
e P

s MSE mm CSE TE
Figure 1 Total Effect of High-Tech Based Exports
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4.2.1.1 Market Share Effect
On an average, the market share effect is not only positive but also very high for
the period 2002 to 2014 (Table 2). The products majorly contributing to positive

” e

market share effect are: “automatic data processing machines,” “telecoms
equipment n.e.s” and ‘“valves/transistors/etc.” (Table Al) and the markets
majorly contributing to positive market share effect are the US, Chinese Hong
Kong and the Netherlands (Table A2).

4.2.1.2  Product Structure Effect and Geographical Structure Effect

On an average, product structure effect contribution to market share gain has
been negative (Table 2). This is the result of overspecialization in product like
“automatic data processing machines, n.e.s” having below average growth of its

LR NS

world export and under-specialization in products like “medicaments,” “other

EEINT3

power generating machinery & parts n.e.s,” “measuring analysis & controlling

apparatus, n.e.s” having above average world exports growth (Table A4).
Geographical structure effect contribution to market share gain has been very

small though positive, attributing to high relative specialization in Chinese Hong

Kong (Table A5)

4.2.2 Low-Tech products

In low-tech products, China’s export growth has remained above the world
export growth throughout the period under consideration; the similar trend has
been observed in the growth rate of low technology based exports of China and
the world. There is a dip in the year 2008—2009 which is probably due to global
financial crisis. Over the period from 2002-2003 to 2013-2014 the gap between
growth rate of China’s exports and world’s exports has decreased (Table 3).

As China’s growth rate has remained above the world’s growth rate, it resulted
in market share gain. The major contributor in China’s market share gain in
low-tech based products is its competitiveness. China possesses high
competitiveness in low-tech products except in year 2008—2009 where combined
structure effect played important role (Figure 2). Both the geographical structure
effect and product structure effect on an average made negative contribution to

market share gain; competitiveness is decreasing over time (Table 3).
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Table 3 Results of Constant Market Share Analysis for Low-Tech Based Exports

Year MSE GSE PSE MIX G G* TE
2002-2003 0.155 —-0.025 —0.028 0.007 0.211 0.102 0.109
2003-2004 0.152 -0.024 —-0.054 0.003 0.233 0.156 0.078
2004-2005 0.174 0.005 —-0.009 -0.010 0.212 0.052 0.160
2005-2006 0.138 -0.015 -0.024 0.010 0.185 0.077 0.108
2006-2007 0.129 —0.038 -0.012 0.026 0.208 0.104 0.105
2007-2008 0.050 -0.010 —0.013 0.026 0.117 0.064 0.053
2008-2009 —-0.001 0.014 0.026 0.011 —0.163 -0.214 0.050
2009-2010 0.093 0.038 -0.027 0.000 0.244 0.139 0.105
2010-2011 0.054 —-0.013 -0.010 0.023 0.229 0.175 0.054
2011-2012 0.099 0.026 0.006 0.021 0.124 -0.027 0.152
2012-2013 0.027 -0.012 0.020 0.021 0.090 0.034 0.056
2013-2014 —0.013 0.008 0.006 0.022 0.076 0.053 0.023

Average 0.088 —0.004 —-0.010 0.013 0.147 0.060 0.088

Source: Authors’ calculation using WITS database.
Total Effect
0.300
0250 | B =
0.200
0.150 .
0.100 -
0.050 B -
0.000

-0.050
-0.100 | of

wmm MSE wesmm CSE v TE
Figure 2 Total Effect for Low-Technology Based Exports

4.2.2.1 Market Share Effect

On an average market share effect is positive for the period 2002—2014 but it is
decreasing over the time (Table 3). Three topmost products contributing to
positive effect are: “furniture/stuff furnishing,”jewellery” and “baby carrier/toy/
game/sport” (Table Al). Top three markets attributed to it are US, Chinese
Hong-Kong and UK (Table A2).

4.2.2.2 Product Structure Effect and Geographical Structure Effect

Both the product and geographical structure effects are on an average negative in
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case of low-technology exports. Negative product structure effect is due to
overspecialization in products like “baby carrier/toy/game/sport,”*‘iron/steel
bars/rods/etc.” which are having below average world exports growth and
under-specialization in products like “jeweler” and “flat rolled alloy steel” whose
world exports is growing above average (Table A4).

Negative contribution by geographical structure effect is mainly because of
overspecialization in markets like Chinese Hong Kong and Germany and below

average growth rate of world exports to these countries (Table A6).

4.2.3 Medium-Technology Products

China’s medium-technology based export growth has also remained above world
export growth throughout the study period, though the difference between the
growth rate of world and China is reducing over time. Though market share
effect remained positive, it has decreased over time (Figure 3). Competitiveness
on an average remained the major contributor to market share gain though it has
also decreased over time. Both the product structure effect and geographical
structure effect are on an average made the negative contribution to market share
gain (Table 4).

Table 4 Results of Constant Market Share Analysis for Medium-Technology Based Exports

Year MSE GSE PSE MIX G G* TE
2002-2003 0.262 -0.012 —-0.001 -0.011 0.359 0.120 0.239
2003-2004 0.219 —-0.008 0.007 0.010 0.413 0.184 0.229
2004-2005 0.245 —0.008 -0.012 —0.008 0.297 0.081 0.216
2005-2006 0.206 —0.035 —0.015 0.003 0.262 0.103 0.159
2006-2007 0.116 —-0.021 —0.001 0.043 0.265 0.128 0.137
2007-2008 0.051 0.001 0.021 0.049 0.211 0.088 0.123
2008-2009 0.007 0.033 0.034 0.003 -0.199 -0.277 0.077
2009-2010 0.060 0.031 —0.041 0.016 0.336 0.270 0.066
2010-2011 0.063 -0.019 —0.015 0.021 0.231 0.182 0.050
2011-2012 0.013 0.011 —0.001 0.007 0.064 0.033 0.031
2012-2013 0.074 —0.028 —0.018 0.018 0.051 0.004 0.046
2013-2014 0.065 -0.010 0.004 —-0.003 0.076 0.019 0.056

Average 0.115 —-0.005 —-0.003 0.012 0.197 0.078 0.119
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Total Effect
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4.2.3.1 Market Share Effect
Market share effect, on an average, is both positive as well as high in case of
medium-technology exports. Three topmost products contributing to positive

2

market share effect are “electric circuit equipment,” “sound/Tv recorders etc.”
and “motor vehicle parts/access” (Table Al) and three major markets are: US,
Chinese Hong Kong and Japan (Table A2).

4.2.3.2 Product Structure Effect and Geographical Structure Effect

Both the product structure effect and geographical structure effect are on an
average negative for the time period 2002-2014. Negative contribution of
product structure effect has been attributed to overspecialization in products like

LR N3

“sound/Tv recorders etc.,” “radio broadcast receiver”, etc. and below average
growth rate of world exports of these products (Table A4).

Negative contribution of geographical structure effect is on account of
overspecialization in countries/regions like Chinese Hong Kong having below
average growth rate of world export to it and under-specialization in country like

Russia having above average growth rate of world exports to it (Table A6).

5 Conclusion

This study reveals that China has experienced on an average positive market
share gain in all three categories of exports but one thing that is common among
all three categories is that downward trend has been observed in competitiveness
of all categories. It could be because of increasing cost of labor as it is an
important factor that affects the competitiveness of exports. It is to be noted that
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Chinese wages have observed a sharp rise in the previous decade. Since 2006,
average wages are more than doubled in China® which may lead to decrease in
competitiveness, along with this it is argued that RMB has remained undervalued
for long (Frankel, 2005) which resulted in large trade surplus and FDI inflows.
However, China has entered in an era of managed floating since July 2005 which
has led to the appreciation of RMB. This may have decreased China’s
competitiveness.

The structure of geographical markets to which China’s exports exerted a
negative impact on China’s export performance in case of low-tech based exports
and medium-tech based exports whereas positive contribution has been made in
high-tech based exports and resource-based exports. Another important finding
of this study is that same destination can make positive contribution in one
category of exports but negative in case of the other. For example, Chinese Hong
Kong which is among the most important destination for China’s exports has
made a positive contribution in high-tech based exports but negative in case of
low-tech based exports and medium-tech based exports.

The product structure focused on relatively slow growing product line in all
three categories of exports and has not been conducive to better export
performance of China.

The study suggests that China should focus on improving geographical
structure and product structure of its exports. China should work on exporting to
those countries to which world export is growing above average and exporting
those products for which world export growth is above average.

One constraint of the study is that CMS model does not provide a full
explanation of the factors which lie behind the behavior of exports. However,
Richardson (1971) stated that it has intuitive appeal. Sarris (1981) argued that the
method can be used to project future changes in trade share on the basis of past
observations.
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