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CHAPTER 1

INTRODUCTION

1. HMost African countries have hitherto paid little attention to the develop-
ment and expansion of domestlc trade as an economlc policy objective, with the
result that this particular sector of the economy has evolved rather slowly.
Indeed, in most if not all African countries, former colonizing powers set up
trade structures which were in no way designed to cope with the various exigencies
of harmonious and independent economic development, The aim, instead, was to

feed metropolitan markets, developing North-South export trade rather than
catering for the well-being of the local population. This explains the paucity
of intra~African trade on the one hand, and on the other why domestic trade still
remains embryonic in a sizeable number of African countries.

2, As a result of its current orientation, African trade is not an active
factor in development. Even where trade does generate growth, the latter is
either transferred to areas outside of Africa or has an adverse effect on the
terms of trade. To maintain growth and at the same time direct it towards
achievement of development aims require new approaches in terms of production
policy, income distribution and domestic market structure, The expansion of
domestic markets represents a concrete means to activate the mechanisms for
encouraging internally generated growth as a basis for genuine economic develop-
ment.

3. This was one of the main themes of the Lagos Plan of Action which endorsed
the recommendations made by the sixth ECA Conference of Ministers held from

10 to 16 April 1980 and by the Conference of African Ministers of Trade at its
sixth session held from 17 to 22 April 1980 in Addis Ababa. Specific recommenda-
tions on domestic trade stipulate that: s

"Particular attention should be given to domestic trade and to
improving the conditions under which it is now taking place so
as to optimize its contributions to the socio=-economic: develop=-
ment of member States. To this end, steps should be taken where
appropriate:

(a) to promote internal trade at the national level with
particular attention to the potentials offered by the
rural markets;

(b) to rationalize channels of distribution with a view in
particular to minimizing the number of intermediaries
and to ensuring control thereof by indigenous enterprises
vhether private or public or a combination of both;

(c) to keep a balance between investment in the domestic trade
sector and investment in productive sectors in such a way
as to ensure that the growth of the former does not jeopardize
the growth of the latter." 1/

E-’Lagcs Plan of Action for Africa's economic development: 1980-2000
Organization of African Unity: Chapter VII, Para. 249, P, 87,
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4, For the purposes of this study, domestic trade-encompasses the rapes of
exchanges in goods and services including the production, storage, transport and
distribution operations conducted within national borders. In other words,
domestic trade establishes internal linkages between broadly-defined production
and consumption or the transporation of products from the producer to the
consumer or end user. The definition can help to identify the following points
that should form the basis for policy formulations:

(a) Establishment -and maintenance of adequate commercial structures
and a rationally-organized marketing system to sustain a high
level of activities in markets and local trade;

{b) Implementation of domestic trade and finance promotion activities
to expand the marketing of rural production;

(¢) Streamlining, under the control and supervision of national

' public or private enterprises, of distribution networks to
market rural products at remunerative prices while limiting
recourse to wmiddlemen ; R

(d) Establishment of flexibile structures and design of suitable
programmes to provide on going training for trade promotion,
information and negotiation specialists;

(e) Achievement of a fair balance between production and demand
through a rational channelling of investment.

5. The present study is a preliminary endeavour that will require follow-up

in greater detail and in a sustained manner b¥_member counfries. Its long-term
objective is implementation of the recommendations of the Lagos piap of Action

in terms of assembling and placing at the disposal of member States reliahle
data and appropriate tools for promoting and controlling their domestic trade.
More immediately, the study offers an overview of existing domestic trade
structures in African countries and provides a basis for discussion to determine
the direction to be taken bv medium and 1ong-term research and activities,

6. There is a strong focus throughout the study on interaction between domestic
trade and the agricultural sector: a main reasen for this lies in the need to
integrate the rural world into the evolving system of trade through monetization
of subsistence agriculture., Furthermore, developments at this level will provide
strong stimulus to other economic sectors such as industry which will, through
increased and diversified production, encourage the growth of domestic trade.

7. Chapter 11 reviews general considerations on the African region with
emphasis on several economic factors and provides a framework for the study.
Chapter IIT, in a peneral diagnosis of the current situation of domestic trade
in Africa, examines 'trade and organizational structures-and highlights both the
role of the State in this economic sector and the role of domestic trade in tle
national economy. Chapter IV provides identification and analysis of the major
problems and constraints that hamper domestic trade promotion. Chanter V offers
proposals and examines measurg for developing domestic trade in the spirit of
the Lagos Plan of Action.
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CHAPTER 1I1I
GENERALACQNSIDERA?IONS ON THE AFRICA REGION
A, General
8. Africa more than any other continent has constrasting economic, social

and cultural factors., On the one hand, it covers a vast area with substantial
_mining, agricultural and human resources. On the other, it counts the highest
number of the world's most underpriviledged natioms.,

1. Demographic aspects

9, According to United Nations estimates and projections, independent
Africas' 50 countries cover a surface of approximately 28,011,000 kn? and

accounted for an estimated population of 443,157,000 or an average population
density of 16 per km? in 1981, Demographic statisticians further believe that
the population figure will reach 589 million by 1990 and 778 million by the year
2000,2/ while the overall population growth rate is now in the neighbourhood of
2.9 per cent, some States record levels as high as 31 per cent or more.

16, In 1980 the population was distributed among the 50 States as follows:

Table 1

Population distribution in Africa

Population range No. of countries
Below 5 million inhabitants 2
5 - 15 million inhabitants 7
15 = 35 million inhabitants 17
above 35 million inhabitants 24
Total 50
11, On the basis of these figures, 48 of the continent's 50 independent States

could be characterized by F. Perroux' terms of "quasi-nations" or small nations"}
average nations are those with minimum populations of 40 million.3/ Another

_ E,EIDemographic Handbook for Africa, December 1980, ECA Secretariat and the
.1981 World Bank Atlas. .

3 , . c s
—jF. Perroux, Economie des Nations Jeunes, Industrialisation et groupements
de nations, (Paris, expresses Universitaires de France, 1962)
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characteristic of Africa is that it counts 26 of the world's 35 least developed
countries, or 74 per cent of the total. 4/ Per capita income in these countries

has yet to exceed US$200 per year, Flnally, 14 of Africa's 50 independent nations
are completely land-locked; another eight are either island or semi-island countries,

12. These flgures on population trends and distribution are useful indicators
in determlnlng the trade potential in Africa in particular, they illustrate the
small size of African markets. 1In addition, their possible implications for
investment and production policies should serve as a guide in the organization,
equipment and supplv of national markets.

13, Table 2 below, which provides an overview of basit indices for 1979/1980,
offers additional information on the economic and social situation of Africa and
points to further ‘conclusions. First, the per capita Gross National Product .{GNP)

is comparatively low in a sizeable number of African countries. Secondly, .a
comparison between growth rates of population and GNP shows a wide gap, with the
former in the lead. A possible inference is that not omnly is per capita .-income

iow == a true handicap in developing local demand -- but the population is increasing
at a faster pace than available resources. The table further. indicates that this
situation is more'acute in least developéd, landlocked and island countries.

14, Demographic data also show that Africa is essentially rural. In 1980, 27.4
per cent of its population lived in urban areas with over 20,000 inhabitants; 72,6
per cent were in rural areas, This phenomenon is particularly pronounced in
Burundi, Mozambique, Lesotho, Swaziland, Cape Verde, Upper Volta and other countries
vhere over 90 per cent of the population inbabit rural areas as seen in Table 3.

15. Yet examination of available statisiics and projections on changes in the
distribution between urban and rural areas show steady-trends-towards urbanization.
In industrialized countries, rural populations drift to urban areas primarly
because of technological progress; in Africa, the migration is due to rural exodus
wh’'c swells the numbers of unemployed in towns. The effect of rural to urban
migration on trade is discussed later in this chapter.

2. Agricultural sector

16. Agriculture plays a predominant role in the economic structure of Africa.
The position of the sector is evident in most economic development plans, where it
is still allocated a substantial percentage of the investment budget. The very
concept of collective or individual self-reliance commonly refers to agricultural
sector. Table 4 below illustrates the situation well: it shows first that the

- portion of total population engaged in agricultural activities is very high. 1In
addition, with a few exceptions, the contribution of agriculture to total GNP is
also considerabie.

i/Ap‘p::'tin:»irat:e modern telecommunications technology for integrated rural
development in Africa, Part II: Background Report, Annex 4/1, page 9, Geneva,
November 1921,



5 /ZOASOAT/TRADT /1A

Paze 5
Table 2
Major basic indices for 1979-1989 in some African countries
o GF° -t market GNP per
Populati prices in 105 capita in
{in current current
thousands) dollars dollars
C OIU ATRIEE ' © - Pouul= GuP pex
ation ecanita Ir
mid- nid- 1770- - real terro
1572 192¢C 1372 13420 1373 1060 1272 1979-193G
Horth Africa
Alperia 17260 16912 (32350 36410 1770 1920 3,2 .- 2,3
“orocco 1953 20182 15250 17440 750 269 3,90 3,5
Sudan 17252 13371 L0480 2640 450 470 2,7 1,5
lest Africa _
Benin 3425 3539 240 1080 270 300 2,3 0.6
Cape Verde 312 324 5¢ 100 2560 300 2,0 4,5
Ghana 11313 11479 L4776 4920 430 420 3,1 -3,0
Liberia 1797 13580 240 an0 52¢C 520 3,4 0,5
“auritania 1535 1634 4539 530 390 320 2,7 -0,7
Tiger ' 51e3 5318 1530 1760 300 330 2,5 -1,2
Toqo 2420 2476 370 10220 400 410 2,4 1,2
Jentral Africa
Ancola 6901 7078 2370 3220 430 470 2,1 -9,§&
Burundi 4022 4097 760 C36 19¢ 200 2,2 1,5
Congo ' 1477 1537 1919 1120 670 730 2,5 0.2
Central African Rep. 2245 2294 520 630 oo N0 2,3 0.9
Sao Towe & Principe 110 113 59 &0 450 439 1,7 -0,2
Zaire 27509 25221 5750 4340 . 219 220 2,7 =2.6
Tastern/Courthern Africa
Bot swana 773 500 610 736 750 910 2,2 12,0
Cormoros 345 353 30 109 260 300 4,0 =4,3
Ethiovia 307362 31469 3216 4320 120 144 2,2 0,3
Lesotho 1349 1341 430 520 376 390 2,4 9,5
Uzanda 12727 13201 3710 3750 23¢ 230 3,0 -3,5
Zarbia - 550 57656 3000 3220 540 560 3,1 -1,9

Source: 1941 World Zank Atlas: Gross ‘ational Product, Fopulation and Crowth Tates.
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Table 3
'Pdpﬁlétion_distribution in urban(a) and rural zones
in some African countries(b)
Total Urban Rural Percentase Percentage
Ponulation Pooulation Population of of
COUNTRIES in cin in urban rural
- thousands thousands thousands population population
- North Africa 109917 49223 50794 44,2 55,8
- Algeria 13919 11512 7407 60,7 39,2
liorocco : 20236 5229 - 12067 40,5 59,5
Sudan 18371 4550 13521 24,3 75,2
Uest Africa 141372 31852 163520 22,5 17,57
Penin 3530 1052 2642 30,2 69,2
Cape Verde 324 13 305 5,3 34,2
Ghana 11672 415 7471 35,9 64,1
Guinea Bissau 573 135 437 23,5 76,2
Liberia 1957 048 1319 33,9 " 87,0
Micer 5313 5G5 4553 12,5 57,5
Higeria 770482 15725 61356 20,4 79,5
Tozo 2625 457 2153 17,4 52,6
Central Africa 53093 18310 347%4 34,5 65,5
Anpola 7075 1486 5592 21,0 79,0
Central African Rev., 2234 537 1357 40,9 53,1
Conro 1537 573 263 37,3 62,7
Burundi 47241 37 4144 2,5 97,5
Twanda 4797 200 4571 4,3 25,7
Equatorial Guinea 363 135 ooGs 53,80 . 46,4
Zaire 28291 11123 17108 37,5 60,5
Eastern and Southern Africa 135206 22157 114119 15,0 £5,4
Botswana 205 232 560 . 29,5 70,5
Lesotho 1341 &l 12306 5,5 95,5
Lthionia 31463 4554 26914 14,5 35,5
Cotioros 353 41 317 11,5 B3,4
Kenva 15463 2333 14133 14,2 25,8
Tanzania ' 17934 . 2117 15C17 11,3 08,2
Zambia ' 5755 2194 3572 38,9 62,0
58,1

Uganda 13201 1574 11627 .. ._.11,9 ..

Source: ECA secretariat, pépulation Division statistics.

(a) Urban areas mean any n»lace havine more than 23,707 inhabitants.

(5) These are indpendent African countries, excludin~ South Africa.
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Table 4
Importance of agriculture in the African economy
Agricultural Agricultural Agricultural Agricultural % share of
GDP as population Exports as - - Imports as total imports
Percentage of as percentage percentage of percentase of financed by
total GDP of total of total total imports agricultural
1978 population 1979 exports 1979 - 1979 exports 1979
North Africa
Algeria 7 51 1 19 1.
Morocco 16 52 35 24 15
Tunisia 14 41 13 18 8
West Africa
Benin. . 38 46 _ 87 35 14
Gambia 52 78 69 20 28
Ghana - 38 51 69 12 52
Liberia 28 70 .32 21 _ 33
Mauritania 25 83 36 31 20
Niger 43 ‘ 88 28 21 14
Togo 28 63 29 14 16
Central Africa
Angola ND 58 22 19 32
Burundi 50 83 96 23 71
Congo - 12 35 49 .20 21
Central Africa Rep. 38 88 A ) 35 39
Cameroon 32 81 65 19 58
Eastern/S, Africa
rialawi 44 84 95 6 S4
Kenya 31 72 63 3 38
Ethiopia 52 80 25 2 62
Mauritius 24 29 76 23 51
Uganda 75 21 585 14 204
Zambia 16 67 1 13 1

Source: The state of Food and Agriculture, FAQ, Rome 1282, Agriculture Series, Report Mo, 14,
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Table 5
Trends in the production of ﬁajor'foodstuffs in Africa
(excluding South Africa)
_ Percentage
o ; In thousands of metric tons srowth rate
Foodstuff — - - ,
1970 1977 1378 1979 1980 1979-1930 1970-1980
Wheat 6514 5813 7069 6705 7164 6,85 - 0,96
Paddy rice 7373 7961 7845 3367 8426 0,71 ‘ . 1,34
HMillet 7389 9467 17346 3936 10152 1,66 0,78
Sorghum 88406 9819 9722 9715 710 ~0,05 - -0,94
Maize 14443 16576 13012 156112 16961 5,27 1,62
Cereals (total) 51641 533827 53439 56040 58368 4,15 1,23
Root-vegetables (total) 58366 77653 73707 80560 83207 3,29 1,93
- Pulses (total) 4910 4763 4930 5026 4959 -1,33 0,10
" Groundnuts in shell _ 4903 4518 4355 4205 4456 -7,26 ~(},95

Suzar (unprocessed value) 3161 3957 4119 4275 4343 1,12 3,21
Meat (total) 4392 4959 5170 5329 5529 3,75 2,33
Cow milk (whole fresh milk) 6458 7453 7679 7656 7842 2,43 1,9%4

Total 138410 200771 2167233 21459¢ 221117 3,04 1,5

Source: ECA document No. E/ECA/CM.B/17
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17. it could be inferred from the data that Africa’s performance in the
agricultural sector is gatisfactory,even when compared to previous years.éj
This, however, would comstitute a rather zlobal analysis; a more detailed
examination of facts sives a different picture. Neither the subregions nor
.individual countries have achieved uniforn results despite the fact that agri-
cultural production has recorded pesitive rates of qrowth almost everywhere..
This raises the question of whether the overall recorded growth rate is not in
fact a result, in every case, of progress in cash crop farmin~, an area that
-is of little importance to domestic consumption. A retrospective comparision
between the periods 1360-1270 and 1970-1330 would indicate the existence of a
;-drop growth rates,

15, Table 5 below-gives an idea of the situation .and trends in production of
major foodstuffs din Africa durins the 1370s, hile some crops made remarkable
progress between 1973 and 1©#£0, the growth rate fell far short of recorded
increases in the population for the period under review,

18. FAQ's Report Ho. 12 states that recorded imbalances were caused in csreat
part by c¢limatic conditions including inter alia the prolonged drought in the
Sahel and the abundance of rainfall at cermination time, Despite an apparently
encouraging situation in the food production area, Africa must still import
substantial quantities of foodstuffs to feed itself, and notably cereals such as
wheat, rice, maize, millet, sorshum, barely, wheat flour and others, all of which
‘add to the already-sisgnificant volume of food products received as gifts from the
industrialized countries. To some extent, this is attributable to a grain deficit
and to the much higher cost of producing rather than importing food items. The
primary cause, however, lies in the lonz-standing neslect of the food crop sector
in favour of cash crops.

20, As a result, irmorts contribute to the disequili»rium in the trade balance;’
thevy also have a c0n51derab1y adverse impact on the balance of Dayments of concerned
countries. As explained by Professor Adedeji,

"Today we are faced with the alarming fact of our inability to feed
ourselves so we add food imports to the drain of foreign exchange
and to our external dependence."6/

21. In the implementation of the Lagos Plan of Action concerning the attainment
of food self-sufficiency, questions of food security, food losses and food produc-—
" tion hadve been given much attentionm. Recognizably the food situation fluctuates
‘w1de1y from year to year as a result of climatic vagaries. During years of good
harvest appropriate measures are not always taken to »nreserve production surpluses,
with, aé a result considerable levels of loss and wastage betweer production and
consumption. Converselv, when harvests are poor, no buffer stock mechanism eéxists
to bridge the gaps between production and consumption, In these cases the only

" solution is to resort to imports to offset deficits. The issue is ome of utmost
concern tc speclallzed 1nternat10nal agenciles such as the Food and Agriculture

E/FAO Report o, 12,1980,

..éjAdebayo Adedeji: -What kind of Africa bv the vear 2000? Oresanization of
African Unity, Tinal Report of the Monrovia Svmposium on the Future Develonment
Prospects of Africa towards the Year 2000, First nublished in Addis Ababa, 1979,
Second Printing 1980, Pase 52.
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Organization of the United Nations and the World Food Prograume, both of which
endeavour to take approprlate measures at the global level to increase production,
ensure proper preservation and achieve food secumity.

22, Arguably efforts in Aftica concentrate primarily on food production, and
tHere is little co-ordination in the area of food security, A notable exception,
however, is the decision taken at the Summit Conference of Heads of State and
Government of the Southern African countries held at Lusaka in April 1980 and at
the second conference on Southern African development: it calls for co-ordination
and harmonization of policies of the nine countries concerned 7/ in matters of food
security through establishment of buffer stocks at national and subregional levels,

23. Food security is an obvious area to which domestic trade and finance
srogrammes could effectively contribute, In brief, financial flows in agricultural
investment to date have failed to brinz about harmonization of the sector. Aorl-
cultural credit has been lacking; instead credit allocations have inequitably '
favoured the industrial and trade sectors. Furthermore, measures to keep agri-
cultural prices at relatively lower levels than would be allowed by free-market
forces in an effort to avoid the effects of inflation on waces in other sectors
have neither offered farmers the volume of profits likely to motivate them nor
assisted in promoting investment and productivity. Thus markets and financial®
mechanisms operate to the detriment of the agricultural sector, and insufficient
monetization has an adverse effect on the structure of demand.

3. Industrial sector

24, Post independence accelleration of industrialization did not bring about
profound changes in production structures: the extractive industries retained
their predominant position., If anything, accellerated industrialization weakened
the agricultural sector by depriving it of the major factors of production such as
labour. The limited distribution of income from the extractive industries does
not compensate for such demand either. Furthermore, the predominant extractive
sector does not generate production for the domestic market,

25. The general overview of Africa's economic sector provided here needs no
further elaboration: the issues involved have been the subject of detailed studies
conducted at various levels within ECA and other organizations. One point, however,
should be borne in mind: despite dispersal over a vast territory, the increase in
Africa's population is generally outpacing growth in food production, In other
words, needs are rising day by day, yet domestic supply lags far behind demand. .-

25, To cope with the situation Africa must continue to import goods; its exmort
earnings will hardly cover its import bill. Furthermore, dependence on imports will
have an adverse impact on the trade and balance of payments of African countries.
There is thus a disequilibrium between domestic demand and supply; the imbalance.

is not rooted in developmental causes but rather, is based on transfer of benefits
accruing from economic growth outside of Africa. The issue will be analysed
subsequently in the study. TFor the present, the focus is on close examination of
the internal disparities which have hampered the growth of trade.
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B, Disparities between rural and urban areas

27. Regardless of originm, the rural to urban wigration discussed earlier

has a definite influence on production, particularly of foodstuffs: it affects
the organization of distribution channels and at the same time, changes the
volume of trade as depopulation of rural areas creates new centres of demographic
concentration.

28, A major disparity between urban and rural areas in Africa is the great
concentration of industry in the foruwer. Foreign investors in African countries
want to earn immediate profits and also wish to recover their initial investment
in a comparatively short time., As a result, foreign investors try to derive
maximum benefit from existing infrastructures such as markets, roads, railways,
ports and airports to develop their business., Cities seem to fulfill these
conditions and therefore provide ideal locations for industrial, commercial and
import/export activities. The result, however, is that industry is practically
aon-existent and trade extremely minimal in rural areas: the majority of rural

primarily live off their produce, remaininy somewhat on the
periphery of major economic activities.

29. A severe consequence of super-iwmosition of a mdern industrial sector
over the traditionmal artisanal one is regional imbalance: there are deep 2aps
in income between rural and urban inhabitants and particularly between the
agricultural and the non-asricul tural professions. Disnarity in income has an
obvious impact on the rural population in particular oa its purchasing and its
behaviour as consumers, This trends to linit trade on allocalized, resional
basis.

36. Concentration of industries around citles creates differences between
rural and urban areas; the duality results in conflict amons various sectors
of the economy in Africa.
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CTARENT SITUATICH OF DCVESTIC TRAZE T AFRICA

21, i .entioned earlier, the funetion of trzde, waether douestic, intra African
or external, is tc establisl z linkage betusen production and consu.ption. Trade

is therefore based on relations-ins hetween persong pursuing different objectives—
buying and selling - on ti.e one hand, and en .cveuents of goods and services on the
other, Trade can thus oniv act effectively once a .iniuuu of recuirenents are in
place: trese include practicable co..unications, appropriate trade structures
providing contact between huyers and sellers and a reliable transportation organization,
The ai.: of douvestic trade iz to secure hetter living conditions for producerslénd
consuwers alike, pmarticularly those in rural aress: the developuent of agricultural
production would indeed serve no nurpose, for exa.nle, if farners were not provided
at the saue tiue witi the _zang for .arketing t.eir products and, in return, for
accuiring fron nrofits cade on sales thie conguier or capital goods they renuire

but do not produce.

a2, In a list part, this clanter will exa.ine transnort facilities and organi-
zation and existing trade structuresc in Africa. /4 second part highlights tie'role
of douestic trade as well as its i.oortance in national econoiies.

Ao QOrganization of do.estic trade in Africsa

2o, The current organization of do.estic trade in ffrica is a legacy of tie
colonial era. For tiis very reason, dowestic trede in African countries today is
low and does not contribute to a faster rate of econouic developsent, DSishariony
exists bhetween the nroduction ..achinery and tie .eans of coumimnication inecluding
supply and zccess cadacity or the one nand, and deiand on the others the foruer

were not degigned teo satisfy the latter.

2. “Throughout the continent and after 20 yeavc of incdependence, despite rewark-
able efforts ..ade in individuzl cases, douestic frade as an econo.iic sector has yet
to receive »roper attention fro.. zuthorities. 4s a result; two general patterns
Lave zvolved; both with siriiar consemences.
o Tn a first case, there zre countries r.ic’ continue to focus 211 their efforts
on the intensive develop.ent of export crons such z2s cotton, groundnuts, coffee and
cocoa or on tie exploitation of .Lining resources including bauxite, iron ore, ..anganese,
cooper, petrolew. or others to the detriuent of oHroduction of food crons or agri-
ulture in general: in essence tiev are perpetiating the colonial syste... Although
foreign exchange earnings fro.. the sale of casl. crore or .ining mroducts zre, of
course, considerable, the courmtries that practice wonoculture rewain in orepetual
food deficit and as a result, rust resort to waseive iuports to satisfy local dei.and.

F

e 5 7 ot me e S . :
o In & few cases such as in Egyat and Ethionis for instance commendable efforts

have been ..ade to develon douestic trade. “ere =zgain, thougli, the thrust kas unfairly
benefiteed urban centres at the expense of rural areas, The combined results are that
a wajority of rural population continues to depend on subsistence far.:ing and that
increasing nuuber of this eategorv are drifting te urban centres, thereby creating

a host of additional nrobless in villages and cities alike,

balance zand to streawc:line doiestic trade.

2 T-e situation calls for leasures to re-ectablis!: so.e degree of regional
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1, Trangport facilities

27, 4 service is considered to he productive cnly to the extent that it
increases tie useftiness of & good or merchandige. Tuis applies to transport
vhich allows for the woveient of goods fro.. their -~lace of production to the
location of consu.ption,

2C. 4 first distinction when encaking of transpertation concerns its
various tyves or w.odes, nauely :soritise, air, road, rail and inland water
transport. The following text triefly reviens tlie contribution of each
incdivid:al .ode to douestic trade and exauines t.e extent to whic.. their
develop.ent has affected growts of douestic trade.

(a) ‘Uaritiue trangport

LU, “ariti.e transnort is & Ligily iuportant coionent of trade, whicn

it facilitates bv sumlving iuports and assisting in tie shipuent of exports
collected fro. local producers. For nurpcses of the study, however, the
.aterials .anage.ent aspects of tl.c Lode alone afiect douzestic trade, and in
particular, those eleuents w:ich: occur at the nort of entry.

41, A nuwber of factors, broadly categorized lere as infrastructural and

ad.inictrative, influence tihe rate of .ovement of goods at entry and exigt
points. Port infrastructures t.at coue in to play include throughout canacities,
ease or lack of case for access, avaoilability and state of repair of loading

and offloading ecuin.ent and handling facilities suayside storage capacity and
iiport warelouses. Adidnistrative eleuents wlicu alfect the usefulness of maritiae
transport are visible nricarily in the iipact of tedious custois adidinictration
asrocedures characteristic of several African seris. A fziiliar situation occurs
in countries where goods whicl: are in short sumdly ave left to rote either on
board s:ias or on tie quayside for lack of efficient clearance by custous;

slack procedures also affect i.ole.entation of developient nrojects which are

of ten delayed by the sheer nuuher of orocedural difficultice encountered in
clearing eguincent frou ports.

(L) Lir transport

L2, Tre adiinistrative and infrastructural constraints affzeting the
effectivenegs of iLaritice transnort ammly to zir transport a2s well. 4An
additional difficully resu’lte I{rou uisconceptions rezarding the econowic
advantages of air sbhipuent, despite the fact that several countries in
Africa do have inland zirstriss and airports., Tris .ode of transnort is
perceived by wany as hig:ly erxnensive, To be used only as a last fesort,?/
Ctler factors affecting uvtilization of airnlanes For shinuent of goods are
the nature of the wrodicts to be noved, their relative veight, costs and the
extent to hich user countries are landlockec.

3/ & striking exa.ple occured in Burundi in 1975, during the Tanzanis-
Uganda conflict wiich cut off access to Buju.bura fre.. the port of Moubasa,
Because of a general slortege of goods in Burundi, an cirlift had to be
organized fro. i'oubasa tc orotect the country frou: econowic stranguiation.
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43, Recognizably air trangnort is an expensive .eans for moving nassengers,

pmarticularly given prevailing airline tariffe in Africa, It is not exho
towever, when factors other tham cost are concidered: speed, safety and

rbitant,

quality of service .ake it Lighly coupetitive, Itz use to shin freight or

goods could render invaluable service to large countries which do have s

ea

outlets but experience difficulties in creating overland access to certain

regions because of insufficient developient or laclh of other neans of

transportation, Exa.nles here include Algeria, /mpgola, Etlhioonia, Mauritania
£ g &5 5 s § ?

Nigeria, Sudan the United Rewulic of Tanzanisz and Zeaire.
3 "

L. Airplanes are being vtilized increasingly to transnort suall, exo
werchandige, fragile and lig't products and pharaizceuticals as well as

evacuate perishable foodstui{s and agricultural »roducts to wajor urban

In suiwsary, however, air transport L:as only .;ade a riniwz! contribution
Y ’ 2 ¥

dowestic trade in Africa tc date,

(¢} Rail transoort

w ®

ensive

to

centres, g/
to

E Yost railwave in Afrieca, waich were built in colonial days with narrow

one-i:etre gauges iave now bhecoie obsolete. The uode of transport has developed

slouly since then; landlocked an< island countries in narticular, with
exceplion of i‘adagascar, do not have a single kiloietre of rail. 4As a g
ruie, tie railways link international norts or airports to iaior towns,
particular capital cities, and thius play en insignificant role in onenin
to riral areas,

LE, Hiere tuev do exist, Lfrican railwave are preferred for transpor
passengers or long-dictance “.auling of heavy goods such as tiuber or hyd
carbons. They peruit the evacuation of exnort sroducts frow inland area

e
eneral
in

g acgess

t of
TO—~
s to

ports; in thie respect, rail lines are often tie only i.eans ovailable to
Arican countries for exnloitation of wineral rescurces. Tiis is tLe case

for export ol iron in *auritania, iron and uesngenese in Gaben, cowper in

and Zaibia, phosphates in Togo and i'orocco andl hzuvite in the Trhited Ren
of Cauceroon, tc naue a feuw,

(2) Inland water transnort
47, Arica is endowed witl nu.erous water courzes t at flow through

regions., Tiey include, for instance, tie Nile in Hgypt, the Zaubezi in
Pozaihique,; tue Congo and Uvangui in the People’c fepablic of Congo, Zai
and the Central African Resublic; tle Iliger in Iligeria and the Benue in
United Republic of Caieroon and iligeriz. Unfortunately, these rivers ar
generally difficult to naviage for %two .ain reasonsz: their flows are
frequently interrusted Ly falls and rapids and they ezperience irregular
disci:arges wiidcer liuwit navigahility at certain ties of the Tear.

47, The Lajor lakes in Africa include Lake Victoria hetween Tanzania

Zaire
uklic

several
re

the
e

H

Kenya and Uganda; Lake Tanganviks hetween Zaire, Burundi and Tanzania; Lake

Volta in Ghana; Lake Chad “etween the imited Resulic of Canercon, Niger

3/ Tiis is the case, for instance, witi Zenvan nyrethruw flower
tomatoes,

and

s and
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Nigeria; Lake lyasa between lfalawi, Tanzenia and Vozambique; Lake Kariba between
Zimbabwe and Zaubia; and the artifical lake created by the Aswan IHigh Dam on
the Nile.

LS. Despite constraints to navigability, boti rivers and lakes are exploited
to ship goods in or out of countries, as occurs from the norts of Bujumbura on
Lake Tanganyaka, Bangui on the Ubangui river, Brazzaville and Kinshasa on the
Congo, or to provide supplies to regions adjoing the water courses, Isolated
areas separated by an umnavigable river can be linked via ferrvy, a practice
counonly observed in Africa.

50, Consuser and other essential ite:s are supnlied and food and cash crops
frou regions adjoining rivers and lakes evacuated by barge anc canoe. While
transport costs are thus kept at low levels, the inland water means of
comaunications had disadvantages, chief anongst w ick is slow speed arising
frou: the inflexibility iuposed By t:e course of rivers or location of lakes.

£1. In conclusion, inland water transport contributes to a liuited
extent to douestic trade; rivers and lakes could, however, play a e
wore important role in intra African trade than is presently the case. A
major recuirement for effective use of inland water transport would be
genuine co-operation between the countries involved.

(e) Road transport

(i} General

52, Road transport is the wost widely used neans of comuumication in

Africa at present, primarily because of its counaratively low operating costs.
It offers a range of iunmediate benefits that single it out as the preferred .
iwode of  transport. In particular:~ : ‘ C S

- it offers inuerent flexibility in schedules; routes and allowable
wveights;

-  its nanpower requireuents, both in teris of numbers and skills, are
undez.anding;

~ it offers opportunity for local developuient and operation over short
distances;

- v providing ieans for linking rail teruinals, airports and ports it
stands as 2 useful counleuent to other nodes of transport; ig/

- finally, it provides easy access to otherwise inaccessible areas,

B3. Road transnort does, however, have recognized disadvantages including
slow woveuent of goods and siore particularly, :igh cocst of construction and

12/ This has led to coupetition, in soue cases, between rail and road
networks, to the detriuent of ti:e latter: exainies include delays in
construction of the Pointe Noire/Brazzaville road in Congo, the Douala/Yaounde
road in the United Republic of Caieroon as well as others throughout the
continent.
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maintenance, ll/ This explains why the road networks in most African countries
consist chlefly of secondary and earth roads that cannot be travelled year
round,

(ii) African road network

8L, Because of irregular availability of national data, examination of the Arican
road network here is based on a sample of countries representing the five ECA sub-
regions for the period 1973-1970. Roads are broadly categorized in two distinguishable
groups :

- major or national all-weather roads;
- secondary and regional roads including earth roads which are only
practicable at certain times of the year.

In addition, the term "permanent" in Africa applied to both tarred and gravel
roads, .

BE. Figures on roads in Table 6 are not representative of the continent as a whole;
they do, however, offer a number of interesting conCulsions. First; in a number of
cases the length of the road network has remained stagnant, changing little from year

to year. A second aspect is the low percentage of tarred roads as a portion of the
total network. Of the nine countries examined in the table, only two- Tunisia and
Mauritius - have percentages of permanent roads siuilar to those observed in developed
countries, Finally, secondary and earth roads account in each case for the three
quarters of the total network, a fact that explains the relatively low degree of
competitiveness of roads at national levels.

(iii) Practicability of the network
¥

=6, A comparison between data in Table G and figures on surface area and population
in the countries considered yields indices on total length of all categories of roads
on the one hand and on total length of permanent roads of the other. The indices are
applied hereafter to determine the practicability of roads in Africa.
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57. Table / of indices reveals that total and nermanent road network
densities are extremelv low in nroportion to sice of covntry and nopulation.
fauritius remains an excention: Iigures here reflect the aigh concentration
of the island's inhabitants on = velatively simall zrea.

er. In conclusion, despite its limitations as o aenas of coswnication road
transport contibutes enowr.ously to the develonuent of dosestic as well as intra-

African trade,

Tarle

Indices of total and Peruanent road networks

In km per T %. wer T lea per In iz ner 1000
1000 =ersons 106G ko2 1000 nersons ka2 of svrface
of surface area
areon
Botswvana
o i : - 'R
1974 L, 63 1~ 911-.[:. - 2,9_-"9 2 ) ! (&
1579 13,377 2,765
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1877 25 45 0,450 21,485
15/5 2,38 €C,51) 3, X
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e ————
-16.5 1,214 35,128 G,y 2,857
195 1,208 W,E1G G002 S, LGk
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1979 1 9&-15 i
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e} - ‘
1S /3 . 24747 103,094 7,521 42,262
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1975 4,005 - ' 7,507 B ) 68,157
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(f) Other means of transportation

3. In considering doimestic trade in Africa mention should be made of pedestrians,
cyclists, sctorcyclists, as well as draught animals including donkeys and camels.
These modes of transsortation sre an essential cosplement to road transport in
Africa becuase of their particular services io inaccessible rural areas:. Their
principal inconvenience stems from limitations in voluue, weight, type of goods to
be transported and distance that can te covered.

2. Transport organization

iy shown earlier, ai maritime, rail and iniand wnter transport make minima
60 As lier, , time, 1 and d wzter t port make minimal
contributions to domestic trade in ifrica. As a result, the following section
focusses particularly, albeit not exclusively, on the organization of road transport,

i
1

(a) Vehicle fleet

£1, Table 2 shows the vehicle fleet in countries cxamined earlier in Table 7.

Figures here do not include two-wheel vehicles or agricultural machinery. They do,
however, take into account newly-registered vehicles as uwell as those out of circulation
for reasons of age or damage.

G2, The vehicle fleet in 21l countries considered increased by 10 per cent between
1978 and 1979, Despite this, the nuiber of vehicles reiiains low in relation to total

population and to total length in kilometers of the network.

{b) Transport enterprises

&3, In view of the important impact of cowmunications on the economic development

of a country, proper planning, rational choice of trensport system and their organization
as a menas of achieving positive results with limited resources are essentizl, A

nuiaber of criteria are applied when assessing the efficiency of transportation systems,
ineluding scheduling and its regularity, flexibility, speed, capacity, cost and

safety,
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Table 8

Vehicle fleet in selcected Afvrican countries

B

4\7

Trailer Per kum Per ki No, of

Deivate Buses and seii- " Por of the of per— Private
Country e and trailer Total 1007  roac sanent vehicles
vehicles . d = .
Coaciics lorries network  road ner 1000
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Senegal
19,3 65507 3721 5227 LECT 13,24 537 22,52 12,1/
Sierra lLeone
19/8 27529 A/ 2251 3254 16,0 4,50 1G,G7 8.2€
Tunisia
1973 115326 4251 1015 4 221552 20,71 6,17 20,65 19,11

Source: International road statistics, 1930 edition, except for Caueroon
vhose figures are taken from national statistics.
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oh. The amount of capital investment and operating and maintenance fund required in
the case of most transport systems and to a lesser extent, the fact that they lend
themselves to sneculation, have brough about a high level of State, rather than private
intervention in the sector., In Africa, tinis is evident in existence of national railway,
airline and shipping cowpanies. To 2 lesser extent it is also in the road transport
sector. Most cities and towns in Africa have public urban transport for passengers;
governments have also established national freight transport companies,ég/ However, road
transport is an area that is shared between public and nrivate enterprises.

€5, Both large private firums and small operators specialize in the transport

of goods and passengers. Typically, these activities lie almost exclusively in the

nands of nationals, despite the presence of a few resident foreigner in the field. The
bulk of coamodit” and passenger transportation, soth public and private, within a country
ost often moves from major urban centres to other central points and vice versa. In

the particular case of private operators, the systen is characterized by absence of
snecialization,haphazard pick-up and drop off points and independently-set itineraries
and schedules. s

66. Despite this, these and public enterpirses contribute much to the development
+f trade, . : e S : 8

2. Trade structures | e

TR A N

6. A major characteristic of trade structures in Africa is the preponderance

of cities over rural areas, with the result that the former are usually well-stocked
while the latter lack marketing organization and offer a very restricted choice of
products. There are several reasons to explain the situation. Cities are. either
political capitals, port towns or a combination; of both, hosting political and
administrative institutions, international organizations and diplomatic missions. They
also serve as final points of entry and exit; in many cases, they are the location of
airports and ports and the focal point from which all roads radiate to other regions

of the country.

63, Trade is the preserve of the private sector in free—market economies
and of the State in socialist nations. Fither way, the sector plays a vital
role in the economy of the country with the result that even in free market
economies, state trade organizations have developed alongside the private
trade structures. The following paragraphs examine both private and state

trading structures. t
lg/ Landlocked countries including Burundi, Chad; Rwanda and the Central

African Republic abound in exaiples of trailer and semi-trailer conveys that
.ove national export products to the port of embarkation of the transit
countries and subsequently return with imported goods for respective capitals.
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(a) Private trade structures

69, A first distinction to be wade in this area is the difference between
formal and informal sectors., A main characteristic of both, however, is the
priiary role played by foreigners in numerous African countries: in many
cases, indigenization of trade circuits has yet to become a nriority.

(i) Formal sector

70, The forual sector covers import/export and sodern wholesale and semi-
wholesale trade; it is not linited to final distribution or to the retail
sector., It requires investment of substantial funds for transport equipment
and accessories, warehousing, storage and handling facilities; as a result,
the formal trade sector in Africa is frequently dominated by large foreign
trading companies and, to soie extent, by private traders including a few
nationals. Examples of large export/import and wholesale trading companies
include the Compagnie Francaise d'Afrique Occidentale (CFAO), the Societe
Comierciale de 1'Cuest Africain (SCOA), the Societe du Haut Ogoue, the BATA
Company, the R.W. King Company, tae Compagnie Sovdanaise and othars, These
companies frequently own the major outlet stores such as Printania, Scofe,'
Monoprix, Prisunic, Printemps and of course, the host of BATA warechouses and
shops and thus combine wholesale and retail activities, Furthermore, a T
number of them have broadened tieir scope of activity considerably through -
diversification into special goods and services: they have created téchnical
departments to handle operations relating to automobiles, telephones,
agricultural equipuent and implements while also exporting primary commodities,

7ls  Private traders are also active in wholesale trade but, owing to
limited financial resources, taneir turnover is less +that that of larger
companies. This area is dotiinated by Lebanese, Syrians, Greeks, Indians and
in recent years, a growing nuwmber of nationals, Most private traders are
also exporters who participate actively in the collection of agricultural
exports including coffee, cocoa, groundnuts, cotton and paln nuts,

72, Both large foreign companies or independent traders play an important
role in domestic frade to the extent that they supply retailers and
traditional traders and contribute to the promotion of export products,

(ii) Retail trade

73 The retail sector priwarily involves trade in imports and, to a
lesser extent, in local products. Retailers secure their supplies both
from large companies or private traders and are wmajor suppliers for loeal
petty traders who, because of liiited resources and small volume of
purchases, are not adequately served Oy wholesalers or iiporters,
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74. ¥hile retail trade, in keeping with its name, should only hanile final

distribution to consumers, it substantially oversteps its limits in the area

of local petty trade to the extent that is it handles semi-wholesale trade

as well. - ' : o
75. These nractices which lessen the distinctich hetween whlesalers and.
retailers and thus enables the trader to perform dual functions thereby
dispensing with the necessity of middle-men.

(iii) Informal sector

76, The traditional or informal sector handles general petty trading for
final distribution of imorts and local products.  There is sore extent
of specialization in traditional trade, particularly with regard to cattle,
cola nut and other similar products.

77.  Traditional trading is most “fraquently carried out from kiosks, small
shops or village markets, or by hawkers and peddlers in the open air.

As a form of trade. it has the dual role of providing towms with foodstuffs
either directly or  through wholesalers and of handling distribution anlg

rural areas of certain essential imports such as salt, sugar, soap
paraffin oil.

() State trade

78.  Given the importance of the sector to national economies, ‘jrmediately
following independence, African countries intervened in the trade field in
three main ways: :

- = by rmonitoring the sector:
- by controlling the operations of major foreign trading companies:
- by compiafaehting the privaté sector wherever any gaps existed.

(i) HMonitoring the sector

7. Intervention at this level is reflected in the establishment of
regulatory or control mechanisms.

(a) Ministry of Finapge_.li/

80. In its capacity of custcdian of public funds, the Ministry assumes
responsibility for monetary and credit policy, foreign exchange and price
policies in domestic and international trade. It is specifically
responsible for granting foreign exchange to importers and for both fixing
and controlling prices at all levels of distribution from the wholesale to
the retail stages.

13/ &Actual names for organizations and ministries may vary from country to
country: those used here are representational.
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{b) I—ﬁnistry of Trade and Irﬁustrv}—é-/

1. Within this ministry is a domestic trade department which deals with

the organization of domestic trade and traders as well as the organization

of distribution. The ministry alsc regulates vrofessional activities of
importers and exporters by issuing import, authorizations, clearances, licenses
and permits. -

(c) Chambers of Commerce, Agriculture and Industrylé/

87.  These operate at the. more general level of trade promotion.

(d) Trade associations

83. Without being strictly public agencies, tradjng associations benefit
in all respects from the surport of public authorities nand play a vital
role in organizing traders and protecting their interests.

(ii) ~ Control of operations of foreign trading campanies

g4. A major need after independence was to integrate all sectors of the
econoy in national development proorammes: in this respect, trade was
one of the major sectors of concern.

85. A first measure taken by governments was to Africanize the
administration of major foreign trading companies with the aim of training
nationals in management of the national wealth. In a minority of countries
the change was insignificant, and by 1983, national trade continued to be
daminated by foreigners. In most cases, however as nuch as 80-95 per cent
of the trade is now managed by nationals. A second phase in establishing
control has been direct participation of the State, through ownership or
acquisition of majority stock. in foreign trading companies.

T4/ 1bid
15/ Ibid
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CHAPTER IV
DOMESTIC TRADE: PROBLEMS AND CONSTRAINTS
86. An economic sector such as trade that brings together a significant

number of operators and middlemen, will always face problems. In the particular
case of African markets, the situation is alarming: attention has long focussed
on supply of imported goods and services to cities at the expense of rural areas
and development of local manufactures. The following chapter attempts to identify
and analyse the major problems which hinder the development of domestic African
trade. :

Ae Size of domestic markets
87, Low population on a vast territory results in low density, a situation that

has immediate consequences on the growth of internal markets. First, there is
usually evidence of strong urban concentration, particularly in countries with
extremely low populations such as Botswana and Mauritania, 12/ migration further
diminishes the size of the rural population. . - : IR e

88. Secondly, industrialization is extremely difficult in low-density

countries with large urban centres: low population requires the establishment of
capital instead of labour—intensive industries, In addition, combined with the
impact of rural to urban migration, it eliminates the predominance of agriculture
and consequently; the potential of agro-food industries, The private sector
hesitates to invest under unfavourable circumstances of this type, and public
sector allocations are minimale In the long term, this contributes'to continued
urbanization,

89. Finally, development resources are rarely equitably distributed between the
isolated rural sector dominated by subsistence economies and the well—equipped,
well supplied urban sector with its appropirate trade structures. A great number
of African countries are. currently experiencing this situation. '

90, Whatever the case may be, the small size of most African domestic markets,

result of population level and/or distribution, disccurages development initiatives,
especially in the trade area.

B. Inadequate agricultural production

91. Based on percentages of total population engaged in agricultural activities
and contribution of agriculture to total GNP, Africa's economies can be described
as predominantly agricultural. Production in this area implies both industrial
and food crops: for various reasons, however, production of the latter is
inadequate, ‘ '

17/  See Table 3.
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92. Neglect of food production is historically attributable to the colonizers,
whose primary aim was to davelop cxport crops for the benefit of metropolitan
markets. Following independence, in an effort to sccure the foreign exchange
required for implementation of national development projects, African governments
continued the practice of producing export commodities. The nced for subsistence
goods increased, however, in proportion with population growth until export
earnings could no longer both cover the import bill and offset resulting food

deficits. .

93. - A great number of African countrics_perééived the iong~term consequences’
of the situation and initiated mzjor development projects to intensify and ‘
diversify food production: land under cultivation was increased; numerous
varietics of crops were introduced; and efforts werc made to sceure optimum’
yields through use of modern farming techniques and proccsses,.

94. Despite positive intentions, the initiatives created new*pr&ﬁiems-requiring

rapid and appropriate solution in the collzction, storage, preservation and
marketing of production surpluscs.

Ca Inadequate organization 6f'tfade ihifdod products

95. Harvest seasons vary from individual on groups of countries and sub—
regions to others depending on type of ecrop, time of planting and climate and
are characterized by abundance of food products. Tt is usually at harvest

time that farmers accurmulate rescrves for family use, next plantings and
livestock feeds Surplus production is then sold to satisfy additional expendi-
tures. such as payment of taxes, customary anc religious ceremonies, clothing
and implements.

26. In cases of inadequate harvcest, farmers have to meet personal needs
through market purchases: failing to find satisfaction within the familiar
traditional system, they are. brought into contact with the modern trade sector
comprising both public and privéta enterpriscs. The modern sector, for its
part, has little intercst in handling the rcquirements of intermittent and
traditional trade in rural areas. przferring instead of dircet services to
those sectors. of the economy that havh:flxed and stable structures such as the
supply of urban centres and the marketlng of export products,

97. Rejection of rural needs by the modern trade scctor is illustrated
below:

“One of the main rcasons why national graim boards or their -equivalents
operate littfle on the market is that they are not interested in food

- crop produce. Most of thﬂm traditionally market the export produce of

. farmers growing cash crops. It is easjicer to purchase such produce because
it is grown in areas that generally have a fairly good trade 1nfraatructure
made up of roads and storage and processing facilities. Furthermore, ‘
most marketing boards lack the administrative facilitics and the staff
required to buy small guantitiss of farm produce at many different
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locationse Finally, thesc boards are fregquenciy not interested in
distributing the food products they buy outside the national capital
or its immediate vicinity. 18/

98. Essentially, distribution is directed from urban tc rural centres, with
all the possible consequences this cntails in terms of prices, transportation
time and incrzased opportunitics for speculationa

99. The system therefore apnears unsuited for and incapable of alleviating

in a timely fashion on behalf of the rural population the adverse effccts of
shortages brought about in a subsistence cconomy by inordinately high consumer
prices. Furthermore, fragmentation of the food market coupled with inadequate
trade organizalion create disparities between supply and prices. As a result
of instability of producer prices and scasonal hikes of consumer prices, farmers
experience difficultics.

Da Price control and tradc misinformation

100. Issues of price control and trade misinformation are not particular to
traditional trade; they also affcet the modern sector where importers;
wholesalers and scmi--wholesalers are frequently involved on the side in the
retail business, thereby crecating unfair competition and avoiding payment of
appropriate taxes and duties, In most African countries, price regulations arc
carefully updated; they usually cover prices of goods, products and services,
the way in which prices are determined and parameters for profit margins in the
marketing, distribution or collection systems.

101. However, because of its structure, the traditional trading sector is
highly sabject to difficultics in implementing price countrol systems. Problems
encountered in enforcing price control regulations arc compounded in this area
by absence of or deficiencies in information diffusion mechanisms. Farmers
rarely know or at best obtain scattered details on naximum sclling prices for
imported products as well as profits made at varions levels of marketing, all
of which are published reguiarly by the national economic servieces; minimum
producei’ purchasing prices, which are usually established a2t the onset of each
season. Two opinions have been expressed on the subjoet. Professor Tchundjang
- states his concern that the "daily life in Africa, the disconcerting fact that
Greek or Lebancse traders can scll the same cloth in the same place at prices
differing by as much as one hundred per cent simply illustrates the absence of
geruine community; people arc worlds apart when it comes to information." lﬂ/

;g[. Uma Lele, The Design of Rural Development, Lessons from Africa, Baltimore,
M. (Johns Hopkins University Press, 1975). Originally published in French by
Economica, Paris for the World Bank.

;2/ Je Tehund jang Povémi, lonnaic, Servitude ¢t Liberte, la renression
monetaire de 1'Afrique, (Edition Joh.)e pe 40,
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102. Professor Albertimi writes that "in areas where agriculture is market—
oriented, middlemen manage to get away with buying at their own producer prices
and selling at their own consumcr prices., They are the only ones to benefit
from selling highe Should prices fall, however, they pass the entire loss on
to farmers. Many are the wayz in whlch they manape to <o this but the most
common is by keeplng farmers ignoran? of the price that final consumers have to
pay for the opraduce. gg/

103. The effects of nisinformation or lack of information are not limited to
illegally~inflated prices. They also affect quantities and weights of

products bought or sold. Meat or fish purchased on traditional markets in
urban centres is often weighed on incorrect scales: the situation appears,
however; acceptable to the buyers In other cascs, the use of scales or other
weighing instruments is rarc and transactions are conducted by volume or by
rough guesses at the weight of a purchasz., Mecasuring units currently in use on
traditional markets range from 200 liter barrels tc tins of preserves. They
include jerry cane and all sizes of bottles, basins and baskets. Recipients
are frequently tampered with tc falsify true volume, thereby creating considerable
variations from one market to another, from one season to another and often,
depending on local custome On this subjecct, Uma Lele notes that "at Ethiopian
markets, farmers are surreptitiously, not openly cheated by the use of false
weights and measures," 21/

104. These comments raise the question of the effectiveness of price controls.
Lack of qualifiecd manpower plagucs this area as it does Host cconomic sectors

in Africa. In view of their extremely low wages and occasional absence. of
integrity, therc is ample ground to suspect the quality and efficiency of work
produced by price control inspectors. Furthermore, sxamples about countries
where a handful. of inspectors are cxpected to cover the entire naticnal territorys:
insufficient manpower aloae cen recuce the erzcewiveness of price control
measures. In addition in its naturce, it would tond to cncourage a certain :level
of corruption, Professor Tchundjang comments that "price controls are ineffective .ea
But to make them cffective, all prices would necd to be controlled and such an
operation would roquire an army of inspectors. Price controls breed corruption,
eso -becausc of falaifying economic information, commercial activities dre thrown
out of joint." The author conciudes by saying tnat "the surest way of organizing
food product shortages is by controlling their prices.” . ’7/

105. TIn conclusion, price controls lose their economic meaning to the extent that
they become a determinant in the balance between supply and demand in a competitive
situation. Therefore, while price control may be a pressing concern in Africa
teday, it should be approached cautiously, and, though cxtended to the modern
sector, should be limited to spccific products that are cither strategic or under
monopoly.

_20/ J.M, Albertini, Les Mécanismes du sous—dbveloppement, raris (3rd eds revised,
Edition Economic et Humanismc, 10G7) ppDe 57—5os

2L/ Una Lele, ope gite; pe 154
22/  J. Tchundjang, Lavémi, op, cite, p» She
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Ee Condition of road netwcrks

1n6. Road conditions in Africa constitute a ma jor hindrance to private or

public economic development activities in general and domestic trade in particular.
The problems are felt more keenly in landlocked countries which need access to
their borders in order to evacuate or import.commodities through third country
ports, The ecase is similar for countries which; though in possession of mational
ports,.cover such large areas that distance to ports becomes a constraint to

- trade activities. :

107. The African road network has already been discussed in Chapter IIT,
paragraphs 54-55. Major problems arising from its condition and composition
directly affect the supply of goods and services to rural areas and include in
particular: -

— isolation of rural areasj - | .

—~ difficulties for large capacity vehicles to gain access to
rural areas on seasonal bases; .

-~ delays in the evacuation of agricultural products with
resulting loss of rational production;

~ increases in the cost of transportation which reflect on
prices on consumer items; .

—~ increase in the number of middlemen and high risk of

speculation. L
F. Inadequacy or mismanagement of agricultural and buginess credit
108. Major weaknesses ln the agricultural and trade sceter in Afriza arise from

insufficient financial assistance. To rectify this, agricultural credit
institutions and co—operatives have beeh estabiishod in ali-African countries

and favourable govermment dircctives issued to commercial banks to assist
national businessmen. In every case, the aim is twofold: first; it praovides
assistance to the traditional scctor of subsiStence agriculture which accounts
for ‘a sizeable portion of the population'and_generates a high perqgntage of
national income.. It also encourages the development of local markets by granting
loans to small ‘businessmcn so as to stimulate investment in the sectqu

109. Large plantations that grow coffee, cotton, groundnuts or bananas for
instance, and import/export, wholesale and retail trading companies have
sufficient funds and casy access to banks co as to operate independently,
They also benefit from other forms of assistance such as marketing scason
credits and. import credits. :

110. The situation for farmers and small-scalz traders, on the other hand, is
different: loan conditions, guarantees réquired by financial institutions and
the time and amount of work nceded to complete administrative formalities are
not in proportion to the volume of credit requested; consequently, farmers and
petty traders cannot avail themsclves of the financing facilities that were
initially intended for their benefit. Funds are distributed on a haphazard,
often personal basis; in many cases, officials themselves are the first to be
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served by agricultural credit institutions or small business promotion agencies,
Control organizations and their inspectors; who arc supposed to ensure that
credit is in effect granted to intended bencficiaries, are rarely offective in
rectifying the situation.

111. Uma Lele draws similar conclusions based on his field experiences: "In

a number of the countrizs considercd in the study on raral development in
Aftrica, gﬁ/ only a minimal percentage of institutional credit is allocated to
developing the farms of peasants who grow subsistence crops ... In Zthiopia,
one of the main purposes of establishing the Agricultural and Industrial
Development Bank (AIDB) was to satisfy the urgent needs of the agricultural
sector. However, owing to the minimum guarantees required for loans, more than
80 per cent of the farming population are not eligible for AIDB credit., While
53 per cent of the loans granted in the first two vears of the Bank's operations
went into the agricultural sector, the main beneficiaries were the large planta-
tions and a few co—operative associations ... The relatively well—off farmers
are too often the ones who control the co—operatives and also benefit from the
programme subsidies." g&/

112. Under the circumstanccs, farmers and petty traders almost everywhere are
reduced to relying on sources of financing other than official credit institutions,
One of these, perhaps the most important, is the tontine, a traditional credit
association made up of groups of five, ten, twenty or more people who, at
regular meetings, contribute cash at a fixed rate so as to bypass banks and
avoid the problems associated with these institutions. The contribution,
depending on the regulations of the association, is offered to the members in
turn or sold to them at auction with the highest bidder "hitting the jackpot’.
Given the host problems:encountered—at banks when applying forcredit, tontine
associations have gained great popularity and are now remarkably well organized.
They have a turnover of several hundred thousand CFA Francs in many African
countries, a very substantial amount of money falling ouiside the control of
government authorities. In some cascs, the associations represent a real
challenge to monetary authorities and banking institutions.

Ge Lack or inadequacy of trade co-operation among neighbouring countrics

113. Major accomplishments have been achieved by cconomic co~operation
institutions such as the Central African Customs Tnion (UDHAC), the Communauté
Economique de 1'Afrique de 1'Ouest (CEAQ), the Economic Community of West
African States (ECONAS), the Zconomic Community of the Great Lakes Countries
(CEPGL), the Preferential Trade Arca (PTA) for Eastern and Southern African
States and other existing sub-regional groupings. Unfortunately, the same does
not apply to economic and tradc relations between neighbouring countries,
regardless of whether or not they belong to the same economic groupings or

g;/ EDRA is a study on the experiencé of Cameroon, Ethiopia, Kenya, Malawi,
Mali,; Nigeria and Tanzania.

24/ Iula Uma Lele, ope _cite, ppe. 108-109,
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monetary zone. Individual neighbouring states remain hesitant to engage in
formal trade relations: as a result, border trade is on the rise everywhere,
operating outside administrative control and, at present, always taking the
form of smuggling.

114. Border trade offers a number of visible advantages: it opens up border
arcas between African countries by providing regular albethey illegal trade
circuits; it creates markets for the agricultural produce of border arcas;
and it secures a monetary income for farmers in those areas.

115. The negative impact of border trade, however, is far more important.

The country from which goods are smuggled suffers a food deficit and resultant
increases in domestic consumer prices. If imported products are involved, the
recipient country is in effect being subsidized by the country of origin: the
amount of foreign exchange used in paying the corresponding import bill takes
its toll on the balance of payments of the latter country. If the goods are
intermediate products, the country from which they are smuggled will experience
a recession in domestic production while financing production in the receipient
country, Finally, customs or excise duty is levied on goods that cross natiomal
borders in this manner. The effects of border trade are even more negative if
they involve two border states which do not have the same currency or do not
belong to the same monetary zone.

116. Originally, traditional trade developed in response fto real needs: it
focussed on satisfying the food requirements of pecple who shared common diets,
customs, language and often religious beliefs but who, as a result of the
arbitrary partitioning of Africa; found themselves separated by artificial
borders between different states. In time, products ranging from sugar, oil,
salt, textiles, handicrafts, houschold appliances, livestock to spices and cola
nuts found their way into border trade. Quantities originally traded were
limited and thus did not represent substantial sums of money. In recent years,
however, smuggling has grown to involve large quantities of cigarettes, alcoholic
beverages, building materials such as cement, and, to an increasing extent,
vehicles of all types.

117. Precisely because border trade is unrecorded, only estimated fipgures can
assess its volume. Border smuggling is definitely assuming alarming propor-—
tions as it now involves substantial sums of money in certain African su-
regions., Furthermore, it is no longer the domain of petty traders and farmers:
it has attracted influential individuals from all classes of society who are
amassing wealth at the expense of tax and customs administrations, thus con-
tributing to a thriving system of corruption.

118. Poor organization of domestic trade and especially of distribution networks
to rural areas coupled with deficiencies in the road transport system may be
considered the root causes of smugpgling today. DNevertheless, such trade can
ronly thrive so long as disparities in the prices of products in contigucus
countries are likely to cause a profitable movement of pgoods.
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In summary, border trade should not necessarily be eradicated at all

costs: on account of the host of marketing difficulties and problems encountered
in Africa, it may be a perfectly acceptable form of transaction, Unfortunately,
it is abused in practice and therefore needs to be organized and regulated in
the mutual interest of the countries concerned in particular and of the developw-

ment of intra-African trade in general,

i19.
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CHAPTERE V
FROSPECTS AMD MEASURES FOR TUE DEVELOPMENT
oF DOMFSTIC TRADE I ATRICA
179, The development prospects for expanding domestic trade in Africa must be

viewed within the gemeral context of the overall eccnomic crisis facing the
African countries. This was amply summed up by Frofessor Adebayo Adedeji in his
statement when he eaphasized that: ‘'Although during the past two decades there
have been some structural chanzzs in the African economies, the fact is that
today the African economy is still basically underdeveloped: low income per
head, a verv high provortion of the population in agriculture, low levels of
productivity, a circumscribed and fractured industrial base, a high dependence
on a vulnerably narrow spectrum of primary export commodities, a transport new-
work geared lareely to thne export sector, a sharp bifurcation between the
traditional and rodern sectors, a hich degrees of illiteracy, low levels of life
expectancy and predominance of expatriate business enterprise in banking, commerce,
finance, industry and management,"23/

121. The statement summarizes the situation in Africa 20 years after independence.
The issues will require appropriate solutions, otherwise the gap which already

exists between the towns and viilapes will continue to widen and rural areas will
become even more isolated than ever.

172, The following highlizhts wajor factors that can have a positive impact
on the future of domestic trade and offers proposals to rectify previously
identified problemns.

123. The development of domestic African trade can lead to increased domestic
agricultural production; achievement of balance of food products; and nroper
distribution at reasonable nuices of imported and locally-manufactured commodities.
As such, it is closely linked to increases in local production and in purchasing
power of the majority of the population - rural inhabitants - to information and
traininz systems for consumers and traders to improvements in road networks, to

the development of inter-regional and intra-African trade and to the organization
of a marketing system which can secure for consumers necessary items which they

do not manufacture. Immecdiate attention should be given to solutions for these
problems,

A. Increasing local production

174, This area covers agricultural, industrial and handicrafts production.

1. Apricultural production

1°5. Increasing agricultural production implies raising output of both export
and food products. To date, expvort crops have received and continue to benefit

2 P . .
~§/Adebayo Adedeji, in Vhat kind of Africa by the year 20007 pp. 59-61.
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from various forms of expansion-oriented assistance. Major efforts should there-
fore focus on developing food crops without, however, neglecting export production
which constitutes the main source of foreign exchange for a great number of
African countries.

126. The development and increase in agricultural food production requires
adoption, inter alia, of the following measures:

- providing or guaranteeing markets for farmers for their surplus
food crops: a general decline in producer prices noticeably
diminishes the income of farmers and discourages production;
conversely, a rise in prices motivates or stimslates producers
to expand and intensify activities;

- Establishing an adequate system to grant agricultural credits
through introduction of rural development programmes specifically
designed for small-scale subsistence farmers;

- Increasing the size of farms and their yields through use of
intensive agricultural extension techniques, fertilizers, seed
distribution systems and crop diversification methods;

- Establishing in major towns or administrative capitals storage
systems designed to build up grain food reserves in order to
achieve regional food balances during periods of shortage: in
this context, care should be taken to train specialized technical
personnel in stock management and food preservation in order %o
avoid warehouse losses caused by rodents, insects, dampness,
fungi, thieves or other forms of damage.

127. These measures combined can help to solve the problems currently encountered
in food supply by stimulating production through guaranteed purchase of surpluses
at fixed prices, In addition, they will alleviate dispartieis between volume of
production sold and consumer requirements on the one hand, and time lapse between
production and consumption on the other,

128. A buffer stock system would allow for increases in food supplies by avoiding
losses of national production, thereby helping to achieve at little cost the
national food security so strongly recommended by international organizations,

most particularly the Food and Agriculture Organization of the United Natioms

and the World Food Programme.

129. Measures such as these could be implemented by an office, public agency or
parastatal organization established for the collection, storage and marketing of
foodstuffs. It would also promote cultivation of food crops through extension,
seed and grain distribution and other activities. State intervention could help
to impose control on private enterprises which are inclined to speculate and
prefer to confine activities to major markets, avoiding remote and inaccessible
areas.
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130. A second implementing tool would be farmer co-operatives, Increased
monetization will eventually require organization of the rural sector, and a
practical way to achieve this is through establishment of co-operatives: their
role is to serve 25 intermediaries between members and public authorities; to
participate in the fixing of minimum prices ro defend the interests of members;
and to act as conduits for information and training programmes for farmers.

2. Industrial production

131. TFragmentatiou and small size of markets, dispersal of people over vast
territories and low purchasing power among the majority of the:population are
among the obstacles to industrialization in Africa. Despite the predominance

of agriculture, the continent needs to industrialize in order to reduce dependency
on imports of capital and manufactured goods and to replace production of
complementary items with that of import substitution products. On these issues,
J.M. Albertini has written that "the international division of labour is breaking
down because the industrialized countries need the non-industrialized countries
comparatively less, Internationazl complementarities are emerging not between
industrialized and nun-industrialized countries, but among industrialized countries.
With time, any country that fails to diversity its economy would relegate itself
to playing a marginal and dependent rola", 26/

132, To avoid assuming marginal economic positions, African countries and
subregions need to make a decisive effort to monetize rural economies and to

pursue basic-industrialization polices, The purpese is not to create sophisticated
industrial ' complexes but instead, to identify areas of major national production
and consumption and either encourage private initiative or commit direct public
action into preduction of certain ¢ommon consumer items which would totally or
partially replace impcrts, thvs. reducing the drain on foreign exchange. Agro-
_industries represent at prasent an optimal area for indﬂsﬁrialization initiatives.

133, InveatanL codes and cax and customs regulations have a great role to play
in this regard:

- Tax incentives should be granted to investors who agree to locate
their industries in production zones situated outside major urban
centrecg;

= Capltal cred1t snould be granted on very favourable terms to
assist small and med1um—SCale 1ﬂdLatT1ES'

- MeaSureS’Ohould be adopted and enforced to protect small and
medium-scale national industries in their initial five years
of opelatlonn

26
——/J M. Albertini, op.cit., p. 235,
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134. A diversified industrial production as proposed here would have a guaranteed
. market ‘when the majority of people engaged in farming had succeeded in 1ncre351ng
‘their purchasing power.

3. Artisanal production

135. The artisanal industry covers a wide variety of activities relating to
virtually all sectors of the economy and produces an equally diverse range of
goods and services. Unfortunately, in Africa, the sector is frequently limited
in its definition to production of carvings in wood, copper or ivory, woven
products, canvas paintings, pottery, basketry and tannery.. Masons, painters,
mechanics, fishermen, joiners and others who provide repair and maintenance
services are omitted., In addition, to date artisanal industries have been
concentrated in major urban centres, at tourist sites and near market places.

136... . The artisanal industry secures substantial income, including foreign
exchange, for certain African countries. In addition, it represents:a major if
.-not the single source of income for a fairly large number of African families
throughout the continent. The sector provides important services and produces
goods at low cost; it also complements the efforts of major industrial enterprises,
thus contributing to national income formation. Unfortunately, demand by far
exceeds supply and is unequally distributed in individual countries.

137. . -These reasons explain the need to diversify and increase artisanal
production, again through State intervention at three basic levels:

- Financial assistance to artisans by facilitating their access to
bank loans and by providing flexible loan conditions: artisans
car not resort to commercial banks and therefore require authoriza-
tion for access to specialized public financing institutions such
as national development banks or industrial and artisans' develop-
ment banks;

~ Completion of a comprehemsive survey om artisams by sector of
activity;

- Development and establishment of handicrafts promotion agency:
its role, for each sector, would be to promote products, defend
the interests of respective members, serve as intermediary with
public authorities, provide professional training and informa-~
tion for artisans and deal with the organization of the
profession and the marketing of products.

138. These measures could stimulate artisanal production and increase the income
of artisans.
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B. ' Improvements of roads to develop inter-regional trade

139, The effects of road conditions on the development of trade have been
discussed earller. The object here is to recommend areas of lmprovement which
would, in the long term, assist in developlng domestic and inter-regional trade.

140. A first measure of prlmary importance is to strengthen ‘road maintenance
procedures in African countries. Reqular malntenance of all categories of roads
should ensure that roads are practicable at all times of year and that they reach
major production and population centres. The maintenance of secondary earth roads
deserves particular attention as these usually serve isolated, ‘otherwise inaccess-
ible rural areas. Responslblllty for the maintenance of secondary roads should be
shared between State or public agencies and individual . villages: road authorities
or departments should supply villagers with the equipment and tools required for
periodic maintenance activities and conduct regular on-site inspectioms to monitor
the quality of work.

141, In the area of new coﬁstruction, the focus should shift from expensive
highways which only serve a limited population to programmes to comnect, in a
first step, major urban centres throughout countries and subsequently, link these
with capital cities and/or port towns as the case may be, Improvements such-as
these will help to develop inter-regional trade by establishing possibilities for

flows between surplus-producing and deficit regions within individual countries
and on a regional basis.

142.  Africa places great importance on implementation of the projects planned
under the United Nations Transport and Communications Decade in Africa. It is
hoped that by the end of the Decade in- 1988. .vroad and rail networks and port and
air transport facilities will have been sufficiently developed to provide access
‘tothe. most remote areas of Africa. In 50 doing, countries will also have
contributed to the development of trade with these regions.

T

C. Additional measures for streamlining the marketing system

143. Additiooal,measures listed here that would favourably influence the
distribution trade in African countries are related to information.

144. Information in Africa is scarce and sometimes intentionally suppressed,

a practice which erodes the already insignificant purchasing power of the rural
world. Rural producers are not aware of official producer prices; conversely,

as consumers these same population categories have no idea of the going prices

in neighbouring regions or in urban centres for the sale of essential imported

or locally-manufactured items,

3
'
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145. Public authorities could intervene through food produce promotion and
marketing agencies to inform producers of prevailing prices in major commercial
centres for both sales and purchases. The information disseminated by such
agencies should alsc cover the weights and measures used in market places either
for sales of imported products or purchase of agricultural commodities,

146. Uma Lele's experience during the course of a survey conducted at Chilalo
and Wollamo in Ethiopia sheds further light on the problems encountered by food
producers as a result of lack of information:

"In general, the lack of adequate and reliable information at
all levels of the marketing system is mainly to blame for the
farmer's weak bargaining position. It is also the reason for
the low producer prices paid and the disparity in prices from
one market to another.27/

147. Various media including press, television, market criers and posters should
be used to achieve this goal. However, on account of the high rate of illiteracy
in certain areas and because agricultural extension programmes are already
broadcast in national languages at present, radio seems to be one of the most
effective ways of reaching rural populations. Because of their direct contact
with rural producers, agricultural extension offices should not be underestimated
either as a potential channei for information.

148. Another information-oriented measure is the periodic organization on a
regional or national basis of agricultural fairs and exhibitions. The purposes

in staging these events in appropriate locations would be to acquaint nationals

and foreigners with local products; to provide information on current prices; and

to provide a forum for establishing business contacts. Inherent in the promotional
content of agricultural fairs is competition aimed at rewarding farmers for quantity
or quality of production and for efficient maintenance of farms or plantations.,

149, Similarly, publicity campaigns should be launched to encourage consumers

to buy African: the average African lacks confidence in local products and

often prefers to purchase imported consumer goods. “An example of such behaviour
is evident in many supermarket-type stores, which advertise as "French" and
immediately sell full~-day supplies of avocado pears which, in fact, were supplied
at low cost by local farmers. Professor Adebayo Adedeji has expressed his concern
on the subject:

"Let me recall to your mind some of the visual manifestations of
the conditions to which we have been reduced. A casual walk
through some of our urban centres reveals the existence and
worsening situation of the very things which governments have
indicated in their statements of development policies and in
their development plans as objects of correction and socio- ,
economic change: shanty towns, congested traffic, beggars, the
unemployed, both young and old, in desperate search of wealth

27/ .
—' Uma Lele, op.cit. p. 155,
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and high income and conspicucus consumption. Our department
stores and boutiques are full of consuner goods for the
better—off, thus demonstrating that our urban distribution
networks continue tc be an extznsion of the marketing system
of udvanced, iidustrialized countries,28/

150. In brief, these are soue of the neasures likely to influence the expansion
of domestic trade and to improve the well-being of the majority of the population
in Africa. The purposc i: to create a framework for officials and decision-makers
80 as to enable them to think comprehensively about ways and means of achieving

rapid, effective and rational promotion of the domestic trade sector in the spirit

of the Lagos Plan of Actior.

CHAPTER VI

CONCLUSION

151.  The preliminary analysis presented in this paper reviews a limited number

of factors and characteristics of domestic trade in Africa. At the same time,

the problems and constraints identified and the proposals to expand domestic

trade are leased on the data available at this stage. The study does not therefore
claim to have exhausted all aspects of domestic trade, Rather, it represents the
introduction to a series of relevant issues that neede further investigation so

as to provide the necessary research that will be conducted in the focus on specific
components of domestic trade including distribution channels, marketing end trading
structures and dynamics, prices and profit margins and more. A more thorough
analyeis of the situwation wund potential of domestic trade in Africa should constitute
a long-term endeavour that will require particular efforts from meuber countries

and international organiznticas, especially the Economic Commission for Africa.

152, An issue of vital importance is to recognize that domestic trade is an
essential and integral p-vt oF ihe developmaut piocess and sbsuld therefore be
taken into account in deviring the country's overzll trade policy. African
Governments should therefore accord new and higher priority to domestic trade than
has been the ease hitherte. Without this natiocel commitiuent, any zttempts at
changing and improviny il structure and organization of the zural development
systems would present formidable nroblems,



