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Motivation

m Diversification can help mitigate impact from climate change.

m There is limited analysis of what aspects of diversification are
important.

B Key questions:
What is the state of diversification in LICs?
What 1s the impact on growth and volatility?

What are the drivers of diversification in I.ICs and its
implication on policy ?
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Snapshot ot Export Diversification

Export Diversification, 2010




Export Diversification by Region

Export Product Diversification,
Developing Countries, by Region
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A Closer Look in Africa

Number of African Countries have also Diversified

Export Product Diversification,
1965-2010
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Quality Upgrading Across Regions, 2010

Quality Index, 2010

Developing countries, by Region
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Probability of Etfectiveness for
Drivers of Growth

Growth and Export Diversification Growth and Output Diversification

Probability of Effectiveness
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Source: IMF staff calculations, Eicher et a. (2009). Source: IMF staff calculations, Eicher et a. (2009).




Growth through Diversification

Diversification is associated with higher real GDP growth (1962-2010)
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Quality Upgrading and Growth

Quality Upgrading and GDP per Capita Growth, 1995-2010
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Volatility and Diversitication

Output volatility diminishes after major diversification episodes
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Diversification, Growth and Stability
Growth Volatility

> Robust relationship between > Diversification 1s also

diversification and growth in associated with a reduction in

LICs. output volatility.

Growth Rate, LICs, 1962-2010 Volatility, LICs, 1962-2010

Less Diversified More Diversified Less Diversified More Diversified

Note: “Less Diversified” indicates countries with diversification level below the 30t percentile of all LICs; “More Diversified”
indicates the countries with diversification level above the 70t percentile of all LICs.
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Tanzania

Tanzania: Export Diversification, 1965-2010 Prime example of economic diversification

Policies:
Waves of market oriented economic and
structural reforms

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010




Tanzania (continued)

Tanzania: Quality by SITC1 Sector, 2010

40

1)

30
1.5

Quality (90th percentile:

Tanzania has not only potential for
diversification into new products but
also for quality upgrading in
agriculture.

Percent of Exports
20
1

10
5

o

25 2\ A S \eS el
. a\\&\leg odTO"a o“e‘“‘c 2et2%% e o oﬂ‘@)ﬂ T \\l\\“e‘ g RO o
PV ero0®® grote Moot e oM
e’
\\l\ 20!

B Percent of Total Exports ® Quality Ladder
o Tanzania position




Policies in Selected Asian Countries

Malaysia Vietham
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First Phase: Primary Commodities
y Reforms: first round

Tax incentives and government
support for export promotion

Publically funded research and Land use rights/ privatization
| training Opening to FDI
g

(" Second Phase: Industrial ) 4
Development Reforms: second round

Removal of agricultural subsidies

Export Oriented Strategy Administrative (licensing)
Free Trade Zones Legal (for foreign enterprises)

Opening to FDI Sectors (telecom, power: better
Liberal Trade Policies infrastructure)

Human Resource Development Banking sector reforms

\_

Gound Macroeconomic Management )




Stylized Facts Link with
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Drivers

Economic
Fundamentals

Education

Macroeconomic
Policies

Institutional and regulatory
environment

Trade liberalization

Financial deepening

Agricultural reforms

Investment in Infrastructure

Banking sector reforms

Proximity to markets

Competitiveness through
reduction in distortions




Policy Views

m Development strategies should involve diversification as it is
conducive to growth and lower output volatility.

Development policies need to include rather than abandon agriculture.
Within agriculture there is significant scope for entry into new
products and quality upgrading .

While recognizing that there is no one size fits all approach,
successful diversification is typically underpinned by reforms that are
general in scope.
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Diversification Toolkit

> The toolkit contains two main databases:
JExport Diversification Database
JExport Quality Database

»The data covers 187 countries and at four digits

of disaggregation 625 sectors.
» Time coverage: 1962-2010.




Diversification Toolkit:
IMF Toolkit Website

What's New | Site Map | Site Index | Contact Us | Glossarv
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Diversification Toolkit:

IMFE Data Mapper

» http:/ /www.imf.or

xternal/datamapper/i o
ndex.php?db=SPRLU

For main
diversification and

quality indicators
Interactive tool for
heat map and charts

IMF Data Mapper ®
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Diversification Toolkit

» Example of the toolkit data: Tanzania

Tanzania: Export Diversification, 1965-2010 Tanzania: Quality by SITC1 Sector, 2010
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