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The: adjastments in supply response to demand changes in 1he case of perennial crops are always
with a ime-lag becawse of gostation lags and peculiar yield profiles. Phis leads to charecteristic
movemeant of price which in hum makes for phases of area expansion. In order o frse the
hypothesis a basic model of supply rosponse is set oul which s further cxtengdel by incorporating
introduction of HYY, replaniing and price. The empirical analysis of the model using daka on
niatural nubber fur the period 1855-1989 has brought vut the vatidity of the model. The production
of matural eubber is characterised by eycles cwing to the pahses in the expansion of area in
response b the cyclical bebaviour of prices one leading o the ather and [eeding un it
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INTRODUCTTON

Commodity problem has attracied
the attention of economics worldwide and
the literature on i has grown voluminous.
Howcever, accerding to Avromovic (1947)
no comprehensive Investigation has yet
been undertaken of the relative weight of
different causes of the current price delcine.
The natural conditions of production of
different commeodities differ so widely, be-
tween annual ¢rops, tree crops ete that mo
plan can claim to be applicable io all
commndities (Keynes, 1974), The natural
conditions of production of perennial crops
arc characterised by long gestation lags and
specific yield profiles. Translation of any
rosponse in lerms of area changes or intro-
duction of avariety withsignificantly higher
yield mie production changes requires a
time lag no shorter than the gestation lag.
Comsequently, adjustments in supply in
response to demand changes are always

with a time lag and a characteristic of the
demand-supply situation is onc of long
periods of demand exceeding supply fol-
lowed by equally long or still longer periods
ol supply exceading demand. Tt is such a
situation which gives rise to the character-
ishe movenent of prices which in turn
makes for phases of arca expansion typical
of perennial crops. What is of analytical
interest and relevance for our purpose is
replanting al the ¢end of the life of tree. One
immediate implication of replanting is that
the arca replanted remain unproductive
oyer the gestation lag. In case replanting s
marked by phascs consequent to the ghases
of area expansicn this might superimpose
certain patterms on the demand-supply
disequilibrium. The disequilibrium might
get accentuated if phases of rapid area
expansion are also phases of rapid replant-
ing; if not the disequilibrium may be mod-
crated. The price movemont of produce
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