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i, IETTODUCTION

1. During the 1980's, African sovernments have become increasingly

avare that yrpent action was needed to solve the serious economic crisis facing
_ the continet and that the re&ponnibility was entirely their own, It was also
'generally agreed that the crisis could only be solved by sustained, self-
“réliant action by the African countries themselves, although support from the
“international community. at larce was essential if they were to succeed in

" tHeit efforts. A self reliant policy for African development was thus
‘“esséﬁtlaily predlcated on econonic cooperatlon vithin the continent, with the
wain focus on the developnent and expansion of trade amon(; the African

“countrles."f

2. In the process, of settlnr up economic cooperation structures Ln Africa
- “such’ as’ the Economic Community of Uest African States (ECOWAS), the Communaute
‘-'econoquue de 1'Afrique de 1'ouest (CEAO), the Mano River Union (IRU), the
“Preferential Trade Area for Eastern and Southern African States (PTA), the
Union douaniere des etats de 1'Afrique centrale (UDEAC), the Communauté
feonomique des pays des grands lacs (CEPGL) and the Economic Community of
' Central African States (ECCAS), intra-African trade was made the catalyst and
principal engine for growth and development. llovever, for reasons which we
shall examine later, nieasures taken by these groupings have not led to any
significant 1ncrease in the volume of intra-African trade. Consequept}y the
impact on Afrlcap development has been very linited, _ o
3. The econonic salvation of the continent, as seen in the African,
Alternative Framework to Structural Adjustment Programmes for aoc10—Econom1c
Recovery and’ Transtormatlon (AAF~SAP) recently endorsed by'the Economlc
Summit of the lleads of state and povernment of the 0rgan1zdt10ﬁ of Afrlcan
Unity, 11es in the realignment of consumption patterus w1th productxon .patterns
" in Africa, hence the need .to promote intra-African trade in order to ensure
the eeconomic viability of production units through the expan31on of viable
markets, The stress, in the above major pol1cy document, is again laid on a
series of measures conversing on trade expansion awong African countries which
would eventually lead to the estahlishment of an African Comon 'iarket and an
African Economic Community.

4, This study highlightsmainthefeatures of intra-African trade with a
View to identifying the major reasons why it has so far failed to resPond to
the measures already adapted by African countries to promote ite expansion.
It also examines the prevaxlxng situation of Africa's trade in the world

' sgttino followed by a review of the current situation of xntra-Afrzcan trade.
‘The analysis will hlghllpht the commodity structure of the trade, the current
flow of goods, the various obstacles to trade including tariff and non-tariff
barriers, trade infrastructure and finance.
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i1, AFRICA’S TRADE SITUATION

(i) Africa's trade pattern

5. A‘rlca contlnues to be basically an exporter of primary commod1t1es

.

- to, and an 1mporter of manufactured and capital qoods from the industrialized
‘world as shown in Table I. In 1980, Africa's imports of Food beverages and
“tobacco (SITC 0+1), chenicals (SITC 5) machinery and transport equipment

(SITC 7) and other manufactured poods (SITC 6+8) from the eveloped market
ecoriomies represented 70.5% of her total imports while in 1987, the figure

"was'64'78/. In contrast, Africa's exports of food; beverages and tobagco

(SITC O+1), crude materlals (SITC 244) and mineral fuels and ‘related materials
(SITC 3) to the developed market economies represented 78.45% of her total
exports while the corresponding figure for 1987 was 68.01%Z. The overall result
showed 'a fall in both imports from and exports to the industrialized world of

e 'reSpectlvely 5.78% and 10.37. Africa's exports of manufactured goods however
nf'rose from 4 25% to 9.85% between 1980 and 1987.

6i3 “-The plcture;for overall trade with the: world shows a’ simllar pattern,

' w1th pribary commodities accounting for 85.5 per cent of totaI exports while

-manufactured goods represented some 13.0 per cent in 1989, It is also’

-31gn1f1cant to note that African imports a relatively 1mportant proportlon of
her food fequirewents. In 1987 imports of food, beverapes and tobacco

{SITC 0+1) from world sources was 14.,6% of total 'imports of which 10, 28% was
from the developed market economy countries. :

7. i7" Uithin the context of Horld trade, Africa's trade has not’ made any

~e1gn1f1cant progress elther.f‘”hlle in 1988, world trade rose by 8,5% in the

wake of 'the economic recovery of the industrial countries fDllOWlﬂg the world

irecession of the early eighties, Africa’s external trade still shows a drop
from 949 bllllon Us. dollers in 1980 to 51.8 billion in 1987. The trade

~ balance of 'the’ reﬁlon which showed a positive figure of 10.5 billion US dollars
1111980 resulted in’ a deficit of 12,05 billion dollars in 1987 1/. This

“poor 'performance was, almost certainly due to a fall in the export earnlngs

L from 011 whlch accounted for over.51 per cent of Afr1ca 8 exports in 1987.

8. With a continuing deficit in Africa's trade balance since 1980, the

trade index fell from 100 in 1980 te 57 in 1986, 64 'in 1987 and was. estimated
at 55 in '1988 2/ The deterioration in the terns of trade of African exports
im-both due to . a rlse in the price of manufactured im»orts as well as a fall

~in the prlce of "African commodlty exports, although' some metals ewported by

the region reglstered some price increases. Howeveér, these were overshadowed

‘by the lar"e fall in agricultural CO\modlty prlces. _ L L

1/ Fipures cowputed from 3pecial Table Z, UM Monthly Bulletin of
Statistics, HMay 1989.

2/ UNCTAD ~ Tandbook of International Trade and Developnent
Statistics, 1988.



TABLE 1

AFRICA'S TRADE WITH THE DEVELOPED MARKET ECONOMIES
(in million US dollars) :

T

SITC - IMPORT L EXPOR
Courmodities CODE" j e - i ——— .
1080 1984 1985 1956 1987 1980 1984 1985 1986 1987
Food,Beverages (O+l) 90.6 . 7873 7534 6695 6569 7047 5676 5450 - 7012 6636
and Tobacco (10.68) (12.02) (11.84) (11.08) (10.28) (7.42) (8.99) (9.19) <(i4.6) ‘12.8)
Crude mafs. : : : : ) . _
(exd.fuels. 1777 2061: 5540 4139 3647 3292 3315

oils, fats)
i

2+4 2475 2252 2261

(5.83) (6.55) (5.31) (5.85) (5.39)

Animal and

veg.oils and 4 913 370 869 530 . 528 - 319 312 169 129 157
fats. | '

. i )
Mineral fuels : ‘ _ .
and related 3 2646 1511 1404 1211 1312 61911 38027 35369 22504 25302

materials (65.2 (60.25)(59.67) (46.88) (48.82)
Chemicals 5 5913 4373 4711 4B18 5749 327 475 44k 499 650

(7.0)  (6.68) (7.4) (7.98) (8.37) | Tl
*fachinery and ; - - Pl
transport 7 27864 20383 13580 18453 18495 231 179 - . 19¢ T %7 317
equipment (33.03) (31.14) (22.2) (30.57) (23.95) - S . - ‘

-

Other aanufac— &+3 16748 11140 10619 10496 10973 4067 2841 . 2661 . 3570 5109
tured poods (19.85) (17.1) (16.69) (17.3®) (17.13) | (4.28)  (4.5) (4.48) (7.43) (9.8))
Total to/from 34358 | 65445 63610  GN370 63875 94942 63112 59274 47997  51R21

world

Hote:

Source

Pi~ures in brackets renresent percentages of total imports/exports

Ul lMontkly Bulletin of Statistics, Vol. XLIII. Wo.5, liav 1989.

¢ @8eg
S1/68/30VaL/VOE/Z
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2. ihile Afrvica’s trade structure shows a dowinant relationship with the
avelosed market economies, as earlier indicated, trade with other economic .

srourings reuain relativelv s5aall, in marticular <rith other developing
countries. In recent years, there +as been a simnificant increase in iwports
from South East Aszian countries esncially from the lewly Industrializing
countries li%e Pony Kon~, Rorea, Taiwan andl Cinra-ore which supply an increas-—
ing amount of aanufactursd roods. o

(i1) Intra~Africhn Trade

10, = In spite of serious attenpts wvithin the African subrezional econoiic
groupings to promote trade among the African countries, the level of trade has
renained “it;fully lowv in the eighties and has even decline:d when coapared
vith the level in the SlthES and early Seventles when it averaged sround 6 per
-cent of Africa's total trade.

TABLE II

INTRA-ATRICAY TRADE (SITC 0-9)

(in million US Dollars) . : - ;
Intra-African Trade with. __ Iprra=-African Trade :
Trade ( : Horld Share in Percentage
1960 | 1_356 ' 531 5,59
1963 , . 3o 16190 © 6.13
1966 ' 550 822 6.69
1969 5601 10980 5.10
1570 L5 ' 12310 5.28
1975 1050 132940 | 5.45
21975 WAy B 4,77

1977

tfotas | Calculations are-based on export firures oaly,

Houréé: UNC”& Jiartbook of International Trade and Wevvlo; ut
t*tlstlcq 1976 and 19272,
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11, In the 19805 however, intra-African trade has recorded a very low

' percentage averaging around 4.86% of total exports between 1920 and 1987 as
shown in Table“III. There is however a slight trend towards an increase.
From 4.8% in 1985, intra trade :rose:to 6.,05% in 1986 although it dropped back
to 5,58% in 1987, It must also be noted here that the figures are based
solely on recorded trade, There is, however, a considerable amount of trade
taking place in ‘border areas of African countries which is not officially

"~ recorded due to the illegal mature of the trade. It is-difficult to give
"‘an estimate of the volume and value of this trade,

TABLE IIT

INTRA-AFRICAN TRADE (CITC 0-9) - =7
(in million US dollars) -

Intra~African Trade with .. Intra-African trade

trade ' Torid © Bhare in Tercentare
1280 2570 94942 3.12
1984 | - 2796 63112 L 4,43
1985 2832 59274 4.87
1986 2505 47997 6.05
1987 3035 51021 _' 5.85

“hverage = 4.86

Source: UN,ilonthly Bulletin ' of Statistics, May 1989.

12, In terms of the structure of intra~African trade, three major commodity
groupsidccount for the bulk of the trade. These are food, beverages and.
tobacco:: (SITC O+1), mineral fuels and related materials (SITC 3) and manu-
factured goods (SITC 6+8), with mineral fuels and related materials accounting
for the largest share of the trade. From Table IV, it will be seen that im
1980, it represented 41 per cent of total intra-trade, while between 1984

and 1987, it registered an annual averase of 32 per cent. Trade in food,
beverages and tobacco has maintained a steady level of around 25 per cent while
manufactured goods have been annually around 18 per cent. This overall trend
has characterized intra~African trade for several decades which is highly
revealing of Africa's production structure. Africa remains predominantly a
producer of primary products although in the last decade some raw materials

- S
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are exported in a sexi-processed form, However, in the last few years, there
has been a slicht increase in the export of manufactured goods both within and
outgide the repion which indicates some changes in the production base,

13, . Intra-African trade disaggrepated at gybrosional level shows that there

'is a tepdency for concentration of trade between the countries of the subresion.
This is not altogether surprising given the existence of subreg10nal economic
sroupings and the relative trade facilitation measures in terms of distance and
transport infrastructure., It is obviously easier to trade poods within a
particular subregion than between one subrenion and another, This is showm in
Table ¥V, 1In absolute terms, the value of trade between the countries of the
Central African subregion ranged between 100 million US dollars in 1982 and 113
rillion UC dollars in 1287 compared with much lower figures for its trade with
the other subre~ions. The trade within the Eastern and Southern African subrecion
ranged from 481 million US dollars in 1980 to 392 million U3 dollars in 1987,acain
showing a much higher level of trade within the subrepion compared with its

trade with the other subrepions in spite of a fall in recent years. ilorth

Africa and ”eot Africa aIso EXhlblt the same trend.

14. Intra-African trade as a percentase of each subregion's total trade is
shown in Table VI. In comparative terms, the Gastern and Southern African
subregion accounts for a hipher percentage of intra-African trade than the
other subregions with ilorth Africa contributing the smallest share. The per-
centage of intra-African trade for the Central African subregion appears to be
around the average for the African region as a whole while that of the 'est
African subregion is slightly below the average.

15. In terms of coumodity composition of intra-trade within each subregions,
it was not possible to ohtain disaparenated data. lHowever, there is no reason

"to believe that it would be significantly different from the composition for

the whole region shown in Table IV given the structure of the overall-pattern of

.production and trade of the African region,

III. PEORZLEMS OF AFRICAN TRADE

(i) Dynamics of world trade

15. A review of world trade situation shows a slow but inexorable trend
towards the formation of trading blocs in particular, among the industrialized
nations., The recent trade 11beral1zat;on anreement between the USA and



TARLE IV

INTRA-AFRICAY TRADE STRUCTURE
(values in millions of US dellars)

Source:

UM, Honthly Bulletin of Statistics, iay 1988 and May 1989,

Trade and Development ¥Finance Division calculations,.

1930 1984 1255 1724 1¢87
Value Ter cent ﬁa]dé“mPe;_EEHt ﬁélug--feruéénf 7alue Per cert Vilue Per
cent

Food,bevétages and tobacco

(SITC_S?QtiODS 0 and 1) 727 24.5 683 24.4 744 25.9 7147 25,7 779 25.6
Crude materials,excluding fueis

(B31ITC sections 2 and 4) 27¢ 9.1 2034 10.2 236 19,0 324 11.2 324 10,6
tiineral fuels and related materials

(5ITC section 3) 1219 41.0 1093 35.9 396 34.6 R15 22,1 gee 23.7
Chemicals o

{(SITC section 5) 131 4.4 163 5.8 197 5.8 256 8.8 239 7.8
‘lachinery and transport esuipnent

(SITC section 7) 87 2.9 140 5.0 157 5.5 205 7.1 130 0.2
Other manufactured goods

(SITC sections 6,8) : 536 18.1 523 18.7 495 17.2 555 19,1 573 iu.B

e .,_4,“‘ - —— — . ——— — e —— — — g
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TABLE V

TIPTRA-ATRICAN TRADE BY SUSB-HEGION
(million US dollars)

g 2dey

1930 12431 1282 1233 1924 1845 1988

cuaorts to

Jorth Arrieca : 7 14 22 a7 32 63 £5
“iest Africa < 35 43 34 57 o4 75
Central Africa 130 153 113 13 , EE 64 114
Tastern & Southérn Lf1ica 12 S 2 i 20 17
Developing Africa. TOTAL . 156 230 294 s o 323 346

HA
[
o o

r
1

168/ 3QVL/VOR/ 9

1327

[ 'l;}'[

Uxports to BASTEITT ARD SOUTHIR™ ATWIN4

V:Ndrth Africa?uugwm' . 1

oo

o Skt on

Ll
el

49 157 133 132 116 an 73
lest Africa 25 22 16 1 5 € 2
Central Arrica 125 157 127 117 107 59 Y
Instern & Southerr Africa - 4E1 541 503 447 421 361 437
Peveleping Africz . TOTAL 260 G2n can 779 715 00 239

- HORT AFRICA

Lup0rts to
Jorte Africa 152 30e. 242 201 429 454 438
T A e Afr ; . - - . -
TTest SIFLEA - 173 176 245 126 53 60 50
Central Africa 14 17 27 o 15 Z5. 25
sZastern & Youthern frica 24 4% 124 111 61 26 12
seveldping Afrika, WUTAL 368 553 635 456 842 565 537




TABLE V (cont'd)

1250 1981 19¢2 1843 1984 1988 1084 1237
EAST ATRICA
Exports to
Jorth Alrica 164 144 78 4g 37 52 G5 . :
Tast Africa : 1282 1174 571 338 1034 104 953 .. %
Central Africa 76 64 49 R Ea 219 a7 11 |
Sastern an’ outlern Africa - 2 1 46 1 5 / g
Tevelonins ilrica, _ _ %
TOTAL 1350 13056 1128 1CE8 1315 1241 1155 .. ;
%
§
Tource - 04 Statistical Datanrse, .0 3eptenber 1983, :
Symbols us:d. ven =  data not available i
= il or re-livible z
3
.
0
e
g
—
5
b
U
2 -
= R
oo
® @
D -
o
W

i
!
!
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{vaiues in =illion of UH :dollars)

T 28eg

1907

Intra- Total
Trade

47.7 0 1907323

African Trade

Zintra. Intra- Total
Afvican African Trade

Terale

G21.0 31974.5

755,23 207325

2.7 F2%2.5 0 25490

4.9 L1G5%.0 162505

4.7 292 = &172.

£.6 733.¢ 7731.

[

3

4.

N

Tources: (1)

(21)

Zucluding

Ixcluding

tirection of Trade Ttatistics Yearbool, 1986,

Direction of

Y.ade Statistics Yearbook, 1988,

San Toe and Principe

Botswena, Lesotho and Swaziland

F
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Tame il

Canala must be seen az a reasure towvards the strencthenin~ of ecenonic relations

rithin the North %:ﬂrican.contlnent in the fncn of Hyrune'ls wove tovards an

inresrate’ econo ¢ enciiy. Ohe Latin Aooricst eonsfrees pursue their oum rein-
forcine of epconomic tias srithin the Teofin ‘ne'lc“" Intecratioan Assoclation
(ATANTY and {le oroarnd-atins 2 Anericsr Jtatee (045) 7-l¢n hinds the two

halves of the American continent. 1In asia. thé Association of South East Asian
Tations (AGEAII) is the ipstitution which has set the pace for trade and economic
cooperation afiong the countries of that recion. Japan, the econoric piant of
the region, is seen as the catalyst for trade and economic development of that
region whiéh seems torb“ ererging as et a third major econoamic bloc of the world
~iven the kighly populous nations of the revion. In this framework, Africa
reaains a frasmented continent except for its subresional entities.

17. The emergence of these tripolar trading bloes within the world;namely
North Amerlca9 Europe and the Far East does not presently seem to constltute a
‘"sétious threat to the internatiomnal tradinc syste: 3/. Hovever, «iven

the preponderance of its trade :rith T"rope the'pntentlal iaact

could be disastrous for African economies. The free flow of noods which ill be
subject’ to zero tariff within the Turopean uomrunlty under the single European
Act could make African menufactured products, in particular textiles, less
competitiva vwhile there would be greater scope for the use of synthetics as
substitutes to primary nroducts from Africa. Similarly EC legislations rezarding
apricultural preducts could virtually close the door to African agricultural
products.

18. A further development in international trade,which has discriminated
strongly against developins countries. relates to the ‘safeguard actions’ taken
by the industrialized countries 4/ Alt houph tariff concessions have been made
by these countriesrunder the Ceneralized System of Preferences and the Lome
Convention, they have iaposed a number of non-tariff barriers such as voluntary
restraint agreements, bilateral agreements for textiles, lower quotas on
agricultural products, etc vwkich have creatly affected African exports in
particular.

1%. Such discriminatory practices whiclh are contrary to the GAAT pr1nclples
are currently subject to discussions under the Urusuay “ocund of Trade

- legotiatioms. doweaerq althou ph the outcome is likely to be p051t1ve overall
nrospects for Africa’s exports remain bleak given the nature of its coumodity
composltlon and the international trade enviromment. ‘/hile the volume of world
trade expanded by 9 per cent in 1982, Africa’s own e¥%pOYLS pgse by only .0 per
cent compared to 1%07., This was due esgentially to the fall in the prlce of
oil and Africa's export corrodities whose prices either rose little or actually
declined. In spite” of these ri1fF1cu1tlea, there is no doubt that Africa
st continue to pursue its efforts to increase its share in world trade.

e,
)

3/ See UTOTAT Trale and evelopnent lwenort, 100G

4/ See ‘orld Lank 'arld Develowrent Terort, 19707

L IV e
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However, the alternative to the continuen de“_n49ncy on the export of nrimary
coruoditics subject to the va~aries of the internatioral rarket must he the

rapid dewvelor 2nt of iurre ra-ioral t—alv basc? omoa Testructurine of “frica’s
production pattern. ‘ .

(ii) Ghskagles to intra-ifrican trade

20. 1t has beer noted that ofFlrLal’v recorded trade arong the African countries
has been stagnatin~ over certain perieds but senerally declining over the years.
The conpOSLtlon of the tradé has also remained basicallv unchanged. There are '
severalreqsoAs for this situation. It is useful first to make a brief review of
the economic wvackpround of the African region in order to situate the nroblenms
more precisely and examine appropriate colutions.

21. As it has been clearly articulated in the African Alternative Framework
to Structural Adjustrient Programmes for Socio- Econo*xc Recover7 and Lransforlat1on

(AA° TAD) J/ the funda ental causes of AL rica’s under - developzent .
and retrogression have their roots in tbe structure of the African economy; that

is its pattern of productlon, consumntion and exchanﬁe,utbe characteristics of
which are:
(i) the nredominance of subsistence and commercial activities;
©{ii) the narrow production base;

the neglecte! informal sector:

e
[l
et

~~ e
i
<
St

the degraded environment;
,(v)“ the urban bias of public policies!

{(vi) - the openness and excessive dependence of the economies on
: external factors and

(vii) weak institutional capabilities.

22. The low 1eve1 of intra-African trade is a dircct consequence of the above
structure and unliess African countries are prepares to bring about dvmamic

changes in their economic structure the removal of the 1m“ed1ate ‘obstacles to
intra-African trade,which Wlll be analvsed below,will not .iake any substantial
impact on that trade and. by extensions, African develorment. It will be recalled
that in the Lasos Plan of Action, African heads of state and sovernment have’
stressed. that internzl self-reliance and resional cooperation through intra—’
African trade constitutes the core issue of African development. This is also
emphasizec in the Afrlcan Alternative Tramework to Dtructural Adjustment
Propramwe for Socio-Economic Recovery and Transformation (AAF®SAP) 6/.

5/ UHECA. Arrican Alternative Fravevork to Structural Adjﬁstment
Programmes for Socio-Econoiic Recovery and Transforrmatior (AAT-SAP), Document
E/ECA/Ci.15/6/Revi3, 6 July 1989.

6/ 1Ibid., page 10.
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23.. - Ome ¢f the najor obstacles to intra—-‘frican trade is rooted in the African
production structurz. Trere is a clear Jdiveryence between supply and demand
patterns. Lost African countries are primary producers whereas their most
. pressing needr  are | ranufactured and capital poods for which the industrial

countries have at present a clear advantage. This diverrence in supply and
demand iz also reflected with resnect to raw naterials for which the Jenand

in African countries is very linited; with the result that production is mostly
forexports to the industrialized countries. The low demand for raw materials
itself is related to the limited production base for manufactured goods in
Africa.

24,  5till on the subject of manufactured soods production and trade, Ln Afnca9
intra-African trade suffers because many African countries are produclnn similar
coods qirlslnn from the low technolosical threshold 1ntHeIE”1on. ﬂv=resu1t is that
the dyfference ‘in gquality of the zoods wroduced is not an 1ncent1ve for ‘trade
_exchanges particularly because of hiph transport cost and other trade—related
constraints such 1s lack of credit facilities etc. On the. uther hand the
quality of goods procduced ir Africa suffers /rom a definite’ dlsadvantage in
coampetition with sindilar ﬁoods imported from the industrial countrles which are
often not only of hetter quality but also relatively cheaner in spite of the
transport costs. The cuality control and technical standards in Africa are also
a serious constraint to intra-African trade: To this must be added ‘the'
psychological factor that invorted roods aré renerally reparded 48 better than
locally produced poods even if that is not: necessquly the case. _ .

25, The exransion of intra“African trade must rely on the remularity of supply
within the African continent at reasonable prices and ruality. Until now, this
situation has not prevailed in trade within the re~ion Jue to the insufficient
e“p101tat10n of Africarn indijencus vaw msteriasls  Because of this, some African
Droducts have a larse component of imnorted inputs which dlsﬂuallfles them for
trade wvith partner countries,especially =ithin the subre-ional economic
groupings in particular since they do not satisfy the rules of origin applicable
within the subrepions. The lack of comsisdtency of supply therefore drives
Lnuorters to seek supnlies from the industralized countries which not only
quarantee supnly but imvariably provide credit as well.

26, Another important category of  obstacles to intra-African trade relatgs. to
institutional problems. The paucity of trade infornation and marketing ..
_Instxtutzcns have hlndere’ trade within the resmion to a considerable de"reealn
particular with reg~r: to rooﬂ products. In some cases espec1a11y in cereals
and food crops, oupplxes have remalned linited to local demand or denand at
_the country level when ot“er parts of Africa were suffering from chortaces. This
._was evident during the last focid crisis in Africa. Door ﬂarketing channels and
“lack of infor:ation within the continent rewmove any incentive which African
businessmen might have to promote intra-African trade. Lack of marketing skill,
the complicate:d export and import procelures anl documentation as well as lack
of export incentives and approvriate government sup;ort to businessren to do
business within Africa have been serious obstacles to intra-African trade.

G At |
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27. Exchanse rate policies in African countries as well as the persistent \
use of convertible currencies for trade transactions in Africa constitute yet
"another impediment to trade. This is in spite of the establishment of payments
and clearing systems established in the three subrepions of Eastern and Southern,
Hest and Central Africa for the settlement of trade balances as opposed to individual
trade transactions. Some countries have maintained exchanse rates which are
considered unrealistic. Their currencies have been overvalued making their

expor:ss highly uncompetitive.

28. Physical problems relating to transport and communications have beset trade
transactions in Africa or a very long tine. Traasport costs coatinue to remain
high whether by road, rail or air due to the hich cost of putting up the
infrastructure, maintaining them, keeping rollinm~ stock in rumning order, etc.
‘Bimilarly, in spite of development in communications in Africa, it is easier to
communicate with the industrizlized world than within the region. African countries
still suffer from a shortare of road transport vehicles as well as storage
‘facilities especially for perishable goods. Such goods are more easily exported
to the developed countries vith repular air connections between Africa and their
countries. Similarly, it is easier to transport goods from the developed
countries to Africa than between African countries especially from one side of

the continent to the other.

29. It has been variously argued that tariff barriers have been a serious
drawback to intra—-African trade?/.All the subregional groupings established for
cooperation among African countries make provision for their reduction or
removal. However, they have not found it easy to implement this because tariff
constitute a major source of government revenue for many African countries. It
is obvious that their removal would improve the competitive edge of African
products in terms of price vis-a-vis similar products from the industrialized
countries. Since all products generally face the same tariff level irrespective
of their origin, the limited advantage gained from !Most Favoured Nation treatment
within subregional economic groupings have to face.all the other non-tariff
barriers ‘discussed above and very often these outweigh the gain from tariff
~removal., However;, this could help to increase competition within Africa although
it would have the opposite effect with regard to the industrialized countries.
‘Some African countries are also reluctant to remove tariff barriers altogether

in order to protect their own industries.

30. Lastly, there is a set of factors related to the rural sector of African
econmies which represent a major obstacle to Intra-African trade. It is a well-known
fact that in most African countries, some 75 per cent of the population live

and work in the rural areas. Because of low rural incomes in Africa, their
participation in the monetary economy is very limited with the result that they
deprive Africa of a potentially wide market which could make industries economi-
cally viable through the exploitation of economies of scale. ‘The other

7/ See studies by the ECA Secretariat:
Documents E/ECA/C'1.11/64/REV.1, 14 August 1985,

T/ECA/TRADE/24/REV.1, August 1935
E/ECA/TRANDE/85, August 1987.
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related factor is lacy of domestic tradse struetures vhich both limit rural
production and restrict the. size of markets. This untapped trade potential
arises from a lack of apnrorriate rural develosnent and incomes policy.

Such puLlulES that exist have been e3p101tat1ve of the rural sector, leaving
farmers, in Dartlcular worien- underpaid in order to ensure cheap food supnlles
to the urban population. 17 intra African trade i3 to serve as the true engine
of growth in Africa, major policy chanres will have to be brought about by
African goveraments to harness the eccromic force of rural nopulatlons by
bringin; the: into the nainstream of African economies.

v, PROSTECTS PO7 THTTA-AFRICAH TRADE

31. An analvsis of the .prospects for trade expansion among:African countries
cannot be divorced from the realities of . the trends in the world economic
environwent., The current African economic crisis is senerally attributed to
the collapse of the international commodity market in the 1980s. It is also
apreed that even the revival of that market is unl;kelv tc bring substantial
changes in the earning pover of African countries from commOultles, The
prosmctq for their exports to the industrialized.countries are extrenely poor
given the conti-ned search for substitutes to the raw materials exported by
Afrlcae This serious problen is compounded by the establishment of powerful
econonic blocs and their likely impact on African exports in spite of the

Lome Anreesent and other possible concessions arising fren the Uruguay Round
of Megotiations. From that point of view therefore, the prospects for
intra-African trade expansion are good because Africa has no alternative but
to implement its declared policy of self-reliance and regional economic .
cooperation which should culminate in the establishment of an African Economic
Community.

32, In order to apalyse the prospects for intra-African trade development, it
is sufficient to exanine the structure of Africa’s imports and exports to
 realize the vast poteatial that exists for Lrade in manufactured goods and in
food’ commoﬂltles which Africa is currently importing from outside the region.
As shown in Table I, the present structure of African production leaves
considerable scope for expanding intra—-African trade in raw materials which
should serve as the backbone for African develonment.

33. Earlier studies 8/ by the ECA Secretariat have shown that considerable
potential exist for trade in the catesory of foed, beverages and tobacco
(SITC O+1) . Africais a major nroducer of neat which is exported in the form
of live apimals while irn the form of processed food, Africa is a net importer
of meat and products. The problem is obviously the lack of plants and skills
for processxng the raw mater1als :rithin the continent. Very few countries
which are meat nroducers have meat processing plants. Siwilarly, potential

8/ Ibid, page 14
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exist for trade in ce?eals and Fresh fruits and vepetables., Africa is a nat
gxporter in the ‘latter category of products whllst for cereals, trade is
constrained by linized -rolductis: due to lack of isforaation on »arket R
potential and trade infrastructure. The scope for trade in manufactured soods
is unlinited, as carlier indicated in our analysis, vith the raw materials
‘readily available within the continent.

34. ' The potential for intra-African trade is more evident in the absolute

trade figures of the African resion. Trarslated from Tahle I, Africa'’s

trade balance with all its tradines partners 1s nerative in all SITC Sections with
a total deficit of 31 0% billicn US doliars for the period 1984 to 1987 represent-
1n%, an annua! average of some 2 billiion US dollars althouph the bulk of the
deficit falls during the last two years 19%6 and 1387. The table clearly shows
‘that the co modity nroups “thich cause the larszest share of the deficit are

Food, Beverages and Tobacco (5ITC 0%1), chemicals (3ITC 5), iachinery andft-ansport
Fqulpment {5ITC 7) and other manufactured goods (SITC 6+8). 2 restructuring

of African production should considerably increase intra~African trade in

these major categories anl reduce substantially Africa's trade deficit.

35. Intra-African trade expansion as earlier indicated; must be predicated
on a comnlete overhaul of African nroduction structures. Towever, the shortace
of capital, the low level of scientific and technological application, the
shortapes of trained personnel, weak infrastructure, institutional risidities
scarcity of entrepreneurial capabilities and the limited size of the private
sector are all constrainins factors to the restructurine of production in
Africa. Because of such factors, joint production ventures as well as multi-
lateral cooperation in banking, trade promotion, irforuation. transport .gnd.
cormunication are of prlme importance. The framework for such cooperation has
already been laid dowm in the establishrment of subresional economic prounings
such as ECOWAS, ECCAS, PTA.  CEpCL, CHAO, (PW, etec. The recent creation
of ‘the ifaghreb Arzb Union covering &lgeria, lorocco, Tunisia, Libya and.
Mauritania will prov1de the framewvork for the necessary cooperatlon in Wort
Africa althOuph Eryet and Sudan reoain outside the frapework. However, measures
are under way for the establishment of a Preferential Trade Area for Vorth
Africa which would include these two countries,

K ATRA-APRICAT TRADE A STRUCTUTAL TRaNGTORHATION

(i)“ Policv recpmnendations for intra~African trade expansion

36, - The lop-sided otructure of the A‘rlcan econorty reflects the structute

of its trade and it is therefore logical to argque that to srovote intra-
African trade remuires alteration of the basic structure of the African economy.
To achieve this, the African Alternative Framework to Structural Adjustment
Prosra-es for Socio-Economic Recovery and Transformation(AAR-SAP) has called
for a set o” izajor policy decisions to be adonted by nevber countries. Tor trade
expansion, vertical and horizontal diversificatior for the productio: of
essential -oods and services to meet t'.e needs of the majorits of the opulation
in all sectors of the economy. The zccond aspect of this policy is to reduce
dependence on . ono-cultural and siocle cormodit; exports and its associated
instability in terms of earnings.
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37. The above maior policy direction should be accompanied by directives
includinz ennanced nroductién and efficient resource use, greater and wore
efficient domestic resource mobilisation, improving human resources and building
technolopical capacity and capabilities.

38. Improvement in the pattern of income distribution among different socio-
economic categories of householls is another important policy direction
emphasized in the AAT-SAP. It has a direct impact on the size of domestic
markets for dommstic products and the alleviation of mass poverty. Allied to

this is the reed to pursue a policy of feod self-sufficiency in order to achieve
a gr0per balance between the food subsector and the -roduction of apricultural

export comodities. Vithout an apnropriate pricing policy for agricultural products,

:thls objective Jlll not be achieved. This will also require a reversal of the

present trend of adopting nolicies that tend, especially in terms of price
incentives, to create a bias against the food subsector and to favour the
production of export commodities. :

39.  The realignment of consunptxon patterns vith production patterns is another
requirement which calls for change im consuription habits so that people will

start to consume more of what is domestically produced especially in the areas of
foad, clothinns and other essential consurer ~oods.

40, In consiuction with the above policy directives,; the AAF-SAP calls for
a number of policy instruments and measures to be applied. In an enumerative
form, they are as follows:

(a) sectoral allocation of credit using credit suidelines that would
favour the food subsector and the manufacture of essential goods:

(b) creation and strengthening of rural financial institutions;

(c) guaranteed wmininua price for food crops manarmed through strategic
food reserves; ~

(d) selective use of trade policy, including the banning of certain
specified luxuries;

{e) nass education towards the consumdtion of domestic foods}

(£) strengthenin~ intra~African monetar and financial cooperation as
well as payments and clearin~ arranrements:

{(g) differnetial export subsidies, removal of trade barriers, encouraging
banker trade;

(h) bilateral and rwltilateral apreements on primary commodities,
(i} creation of rural institutions to support cottage and small

industries with emphasis on indirenous technology, domestic
~finance, rural infrastructure and wouen participation;
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(3) and last but not least, restructure production from cash crops :
and primary comnodities to production of food and consumer
Tx
poods.
(i1} Specific neasures for intra-African trade expansion
41. Having earlier analysed the various obstacles to intra-African trade,

it is worthwhile to pinpoint the measures which are specifically directed towards
the removal of these obstacles. A number of such measures have already been
examined as policy recommendaticns. The measures below would have the necessary
reinforcing effects to the policy easures but would not by themselves make

any substantial ifmpact on intra~African trade. They are however vital for

its expansion. : L

42. The followine is a summary of specific measures which have been analysed
anil submitted to member countries in several studies prepared by the ECA
‘Secretariat since the beginnin~ of the decade. Several of them have been
~endorsed by the Conférence of African ‘linisters of Trade in 1985.

1. TPinancial measures
(a) The removal or reduction of tariff as well as non-tariff
barriers including guotas, prohibitions, foreipn exchange
contral, etc. throuch negotiations both within the frarework
of subrerional econowic croupings and outside such the
framework in order to promote intra—-subregional trade:

(b} The provision of credit facilities for intra-African trade by
establishina an Export Credit and Guarantee System (ECGI):

(¢) The provision of tax and other financial incentives for exports
to other African countries,

(d) Tasier access to investent and trade financing institutions
and echanisms for regional businessmer including insurance

servicas:

(e) Increasing use of existing payments and clearing systems,

2. Legislative m¢gsgures
(£f) Improvement im trade licensin~ proce‘'ures:

(g) . Sioplification and har.onizations of trade documentation and
procedures;

(h) Standardization of trade legislations, rules, regulations and
tarifi procedures:
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Loororey rales of oric-in for intra trads

I~prove rural incoo2e¢ to onen rural —iarkets te sanufactured
~oods

flarness the rescurces and ex.ertise of transnational
corporations to pro ote intra-iAlrican trade through
arpronriate lesislations, incentives an’ controls,

Institutional easure:s

¢

{n)

(o}

()

(r)

The creation of trade pronotion institutiorns an? other support
services includings clharbers of corerce

Barelopient »f a trade irfortation networ’t in collaboration with
other African countries;

The establisbment of joint proluction arnt —rarketing enter -
nrises:

institutiosal sunuort Forv or~anisine buver/seller wmeetines,
trade fairs and African trade idssions

Lomrocivn the wuality and stonsard of African goods:

Drovide adequate training; for trade operators:

Physical Jevelopment

(u)

(v)
()

The irprovenent of comurication channeis both domestically
and exiernally

The levelo;eni of domestic trade narketine channels and
infrastructure

£

ircreased processins of Africa’s sericultural and s.ineral

proiucts
Improvenent of road, rail and octher internal transnport systens:

Fro:wte African airlines, shippin~ ani freicht services.
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