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I.

INTRODUCTION

1. The thrust of the report assesses Africa's situation and competitiveness of its products in the
traditional markets. It is against the background of coming into effect of the European single
market, the impasse in the Uruguay Round of MTN particularly its objective to liberalize trade
across the board that the report explores the prospects for Africa within the competitive world

trade.

2. Market imperfections have rendered Africa's product uncompetitive in the traditional markets.

In Africa the extend and the speed with which the region lost its competitiveness and market
share to rising power of new products gives market issues and competitiveness therein special
significance. For obvious reasons external trade plays a pivotal role in resource mobilization for
Africa's development. Moreover, it is against the backdrop of globalization of world trade that
hopes and assumptions are raised for the Uruguay Round of Multilateral Trade Negotiations
(MTN) to provide unique opportunity for Africa's effective participation and to compete in the
international markets.

3. For understandable reasons Africa is pondering the pros and cons of the dramatic changes
in the international trade in the aftermath of UNCTAD VIII, East-West rapprochement, emerging
global realignment of trading blocs, and more important the single European market. The entry
into force in January 1993 of the single market for goods and services within the European
Communities brings the international community closer to the point at which a decision may be
taken to no longer count intra-EC trade as part of world trade and treat the EC as a single trading
entity. The uncertainty that surrounds most of these evolving world economic and trade
relations, cast a shadow of concern to Africa's international trade outlook. Whether African
products will still find markets and/or become competitive is a daunting issue.

II.

AFRICA'S COMPETITIVENESS IN THE TRADITIONAL MARKETS AND
FACTORS CONTRIBUTING TO OR AGAINST

4. Africa found its vital links to the international trade and the world at large in production and
export of raw materials.
Trade became a strong mutuality of interest acquiring special
significance in the context of ACP/EEC Lome Conventions. Interdependence was further
strengthened through investment, monetary relations, technology and transfer. However, fast
pace changes created intense uncertainties and disorder through replacement and substitution of
natural products by synthetics, thereby hampering cooperation and expansion of a long term
mutually beneficial exchanges.
African countries face fast erosion of their comparative
advantages due to technological superiority and sophistication of production in the developed
countries that rendered Africa's natural products inferior.

5. The result was progressive shrinkage of world demand for Africa's natural products. The
slow production and consumption of the latter reflected in downward adjustment in market shares
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of Africa's products.

But most significant has been the lack of consistency in supply which

triggered end-users to search for alternative materials.

6. Technological development gave rise to the alternative products resulting in the danger of
long term replacement of all natural raw materials unless supply and demand prospects were
improved. Currently, it is estimated that there are substitutes for a greater number of natural
products.

(a)

Loss of Africa's Competitiveness

7. The analysis of African countries export performance in the international markets highlights
similarities and common elements. This allows for dangerous generalization while making it
difficult to replicate the success stories of some countries.
8. In taking stock of Africa's performance in the international markets one thing becomes clearAfrica's share started to decline some thirty years ago. The declining trend goes as far back as
the 1950s and 1960s when primary sectors started to experience takeovers, mergers and
bankruptcies of smaller and medium size trading companies. By the 1980s between 70 and 80
per cent of global commodity trade valued at about US$980 billion was traded through
transnational corporations!/.

9. Economic data support the contention that Africa's competitiveness is waning relative to other
developing countries. Available data illustrate the reduced share of markets held by African
exports. Africa now wields a smaller and declining share in the international markets. For
instances percentage share of African countries in 1992 of the world trade was only 1.8 exports
and 1.9 imports in contrast to 6.0 and 4.6 per cent respectively in 1969. The economies are in
worse crisis that have contributed to poor and declining importance of the African region in the
international trade relation.

10. Relative small import and export shares are a clear manifestation of low competitive trade
structure.
Notwithstanding the regions abundant natural resources, its trade is basically
dependent on primary products, few minerals and agricultural products.
It is also less
diversified. Low production patterns are associated with relatively small producers with
relatively low trade exposure. Moreover, most African countries generally employ very low
level technologies and have modest industries. Without a modern infrastructure, Africa's
productive capacity is limited, which explains its small and declining share in the world trade.

1/Gamani Corea T>iqing rnmmnriity Markets, Manchester University Press 1992, P. 198.
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11. Official statistics may be misleading, especially in not capturing the trade flows taking place
in the informal transborder exchanges which play a major role in many African countries. Some

countries have recently been able to increase their growth performance which may have positive
overspill effects to Africa's competitive trade. As a region, however, Africa does not occupy
a significant position in the world trade.

But at the individual country level some African

countries feature among the world leading producers and exporters.

For instance, cocoa bean

production in Ghana, Nigeria, Cameroon, and C6te d'lvoire phosphate in Morocco, Senegal,

Togo, and South Africa; bauxite in Guinea, and Sierra Leone; manganese ore in Gabon,
Morocco, and South Africa; hard fibres in Tanzania; tea in Kenya and Malawi; copper in

Zambia and Zaire; and sugar in Mauritius. A number of these countries have great potential to
make Africa's trade more competitive if given conducive conditions. Indeed the price trends
have been fluctuating towards decline. In particular this is due to the strength of the US dollar.

B.

FACTORS RESPONSIBLE FOR AFRICA'S LOW COMPETITIVENESS

12. Developments in the markets for raw materials have widely been studied because of the
heightened concern for instability in markets and the alleged vulnerability of developing countries
to international competition. On a larger scale a combination of factors conspired to oust Africa
from its traditional markets, thus reducing its share in the international trade. These factors are
both external and internal as well as coupled with natural and man made disasters.
13. The assessment of factors behind Africa's loss of competitiveness in the international trade
suggests they are primarily macroeconomic in nature and require an appropriate policy response.
Some of the countries are already implementing structural adjustment programmes and economic
policy reforms that aim at improving Africa's competitiveness. However, if the framework of
Trade Strategies for Revitalizing the external sector and increasing Africa's share in world trade
to at least 3 per cent by the year 20002/, then more requires to be done to improve
competitiveness of African products including among others the following:
(a)

Advertising which has virtually been neglected should be taken up;

(b)

Attention should be given to quality control and design of products in order to
influence markets;

(c)

Transition from state trading monopoly to private initiative can pent up
competitive urge. To back this up Africa should build a dynamic entrepreneurship
quality and reliability will emerge as a result;

2/See Strategies for Revitalizationr Recovery and Growth of Africa's Trade in the
1990s and Beyond, UNECA Addis 1991, P. 14.
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(d)

Restructuring enterprises into small and medium units should be encouraged. A
robust and well developed sector of small and medium enterprises has proven to
be associated with increased exports in the Hungarian trade sector^/- Enhancing
private initiative is liable to enhance export performance significantly if given a
conducive environment;

(e)

Protection that insulates local competition from abroad hurts export performance

of many African nations and must be eliminated.
(f)

ffl.

Africa should embrace trade facilitation strategies relating to electronic data
interchange (EOT). These new techniques in international trade transaction and
procedures are capable of producing substantial time and money savings.

IMPLICATIONS OF THE GLOBAL EVOLUTION
COMPETITIVENESS IN THE MARKETS
(a)

ON

AFRICA'S

JTPpact of European Integration

14. The results of dismantling national barriers, the freer movement of factor inputs across
national boundaries within EEC, creating the single largest market in the world of nearly 320
million consumers^/ significantly means an increased level of competition in the European
market for non-European exporters.
These developments, together with the progressive
implementation of foreign policy, common security, and creation of a common economic space
in Europe mean not only creating new responsibilities for its community, but also new
expectations on its part towards traditional partners including Africa. In turn non-EC countries
are in principle expected to experience decreased competitiveness relative to EC firms. With
both productivity and employment increased EEC will most probably favour products from
member countries over imports from African trading partners and new aspirants. But as long
as external barriers could not be raised and growth performance within the community strong,
developing African countries could benefit significantly.
15.

Given the elasticity of demand for EC import from ACP countries of 3.4 per cent the

estimated increase of ACP export to the EC would amount to 1.7 per cent per annum or 350

I/See National Bureau of Economic Research, INC Spring 1993, P. 11.
4/World Bank Price Prospect 1990 P. 15.
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million US dollars at 1989 prices!/. This implies positive trade creation impact for ACP. In
the short-term the implications are expected to be positive. However, with the completion of
the internal market the competitiveness of EC firms is expected to increase in sectors
characterized by important economies of scale, such as computers, telecommunication equipment,
medical instruments, Pharmaceuticals and aircrafts. Such range of sectors and industries are
outside comparative advantage for African economies, in particular material based and mineral
manufactures. The unification programme therefore is likely to result in neither trade creation
nor trade diversion for African countries.

16. At the detailed product level, the European integration is likely to have serious repercussions
that vary considerably from product to product. For instance, the high technical and hygienic
standard requirements in the EC markets coupled with the coming into effect of GATT measures
in respect to sanitary or phytosanitary regulations for African exports of fish, meat and plants
will restrict EC import from Africa. The harmonization of taxes and excises will have a negative
impact on Africa's exports of coffee, cocoa, tea and tobacco. Apart from the harmonization of

excises, the African exports of coffee, cocoa, and tea may further be negatively influenced by
changes in tastes and by harmonization of standards in chocolate production.
17. In as far as Common Agricultural Policy (CAP) is concerned, liberalization of this policy

regarding tobacco exports, and imposition of low-tar content standards European Communitywide could influence Africa's exports. Africa's exports of phosphates will be affected by the
establishment of a European Community norm for maximum content of cadmium.

18. The EC harmonization of excise taxes in energy and transport policies including the
environmental issues are expected to have a positive impact on Africa exports of mineral ftiels.
Also, the abolishment of national restriction under the 1992 programme should benefit Africa's
export of textile and clothing. But very few African exports can benefit from this. The 1992
programme convergence of labour cost in EC may have positive effects on tourism in Africa.

But, the unified and high EC norms on the level of noise for air-transport has increased the noncompliance of African aircraft. The impact has already been felt in many African countries.
19. Liberalization by the EC of imports of tropical products by lowering MFN tariff and tariff
under GSP is bound to reduce the preference enjoyed by African countries on the EC markets.
The evidence is however that the effects will be very limited both in terms of export value
foregone as well as product coverage. African countries are not exporters of textiles and
clothing. The textiles and clothing industries, especially clothing are in the initial phase of

5/See Dr. J. Kol "External Effects of European Integration" EIPA MAASTRICH March
1993.
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industrialization. But, African countries could be affected by the process of internationalization
of the industries by foreign processing on their territories among others.

20.

Unified EC market coupled with trade liberalization under the auspices of the Uruguay

Round will seriously affect prices for vegetable oils particularly olive oil. Olive oil has always

been supported in the EC to maintain producers prices which were more than twice the
international prices. Thus, the offer made by EC within GATT of a 30 per cent cut in protection
for most agricultural products including oilseeds, butter, olive oil as well as livestock will have
devastating effects on the competitiveness of olive oil from North African countries. Also,
extending price support to new entrants producers means huge budget costs and a complete price
collapse for tiny producers.
(b)

Implications of the Uruguay Round of MTNs

21. Uruguay Round of MTNs aims at liberalizing trade, thus creating competition in the
international markets. However, a major source of uncertainty in both short and medium term
is the obvious erosion of preference which African countries currently enjoy both within Lome
Conventions and Generalized System of Trade Preferences. The outcome of the Uruguay Round
for developing Africa will usher-in a very critical period. In fact it will make the 1990s and
beyond a very difficult period.
Agriculture

22. In the context of improving the competitive environment in this sector, the call to strengthen
rules and disciplines affecting trade distorting subsidies seem invain. Reduction or elimination
of Common Agricultural Policy through its effects on demand and supply for farm products will
have important but negative implications for African countries. In the short run countries of
Africa currently experiencing food shortages will suffer from high import prices. But, in the
long run major agricultural producers throughout may benefit. In the absence of import duties
and quotas, freer agricultural trade could lead to higher prices for large exports of traditional
agricultural products provided African producers are able to increase their production and
efficiently market them. Thus, higher prices for farm products would imply better terms for
agriculture and could provide incentives. But competitiveness of Africa's products would not
be guaranteed in the face of increased biotechnological uses.

23. Africa would have to move away from semi-subsistence crop to modern agriculture to be
competitive. This will increase the scope for the use of fertilizers. But environmental aspects
of trade will become another problem. Africa's competitiveness will be discouraged on the
ground of environment safe agriculture which has become major issue.
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Natural Resource-based Products

24. Positive trade benefits through targeted improvements in import access for African natural
products will only be through cuts in rates applicable to the LDCs. Analysis so far carried out
of potential trade effects of MFN tariff reduction on natural resource based products such as
fisheries, forestry, mineral and metal products in major markets of EEC, Canada, Japan, Sweden
and the USA indicates that African countries would experience serious trade loss resulting from
erosion of preferential margin. The biggest loss will be experienced in fisheries in Africa's
traditional market the EEC.
Tropical products

25. African countries are dependent on exports of tropical products. Consequently, and because

of significance of these products in Africa's trade the separate negotiations, and tariff concessions
by major industrial countries, are bound to have negative implications. Africa will experience
substantial losses in the current Uruguay negotiation. Such losses will mainly be due to the
erosion of preference margins in EC market and special preferences for the LDCs.
26. A major source of uncertainty is the competition in the markets with synthetic and other
substitutes in the face of scientific innovations. Moreover, biotechnology and genetic engineering
are sources of concern for Africa since they open up new possibilities for tropical products in

a temperate climate. This will in the long run reduce or effectively eliminate tie importance of
the tropical climate factor in obtaining coffee and cocoa. If the countries of Africa aim at
becoming competitive in the market, it is incumbent upon them to have their own research
capacity and more influence on research as a priority.
Textiles and

27. The current volume of exports of textiles and clothing from the African region is very small
in terms of market share. Great potentials exist for this sector to increase its competitiveness in

the international markets. There are countries where textile and clothing industries are becoming
the most important manufacturing sector in terms of value-added, employment and production
of manufactured exports. The successful outcome of the Uruguay Round is envisaged to provide
new opportunities for market entry of Africa's processed and semi-processed products by
improving quality and product competitiveness in the markets.

28. The main objective of formulating modalities that would permit the eventual integration of
this sector into GATT rules and discipline while phasing out multifibre restrictions would have
permitted African products to have access into markets. Only then could African countries with
manufactured exports benefit. However, the acceptance by the industrial countries of the concept
of gradual loosening but not phase-out of the multifibre restrictions affecting trade in textiles and
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clothing makes the current negotiations meaningless for Africa in the short and medium term.
The effects on exports of manufacturers will depend on how much access they have in EEC
markets after the unification of that market.

29. Africa is concerned with the future operations of trade in textiles and clothing, particularly
the treatment of new entrants, small suppliers, and the LDCs most of which are non-contracting
parties in GATT. Even though African exports of textiles and clothing with few exceptions are
not subject to the multifibre restrictions, they are subject to quota and other restrictions. For
most African exports, erosion of GSP will result in loss of revenue, market share and evidently
low competitiveness.

30. The vital issues under negotiation such as trade in services, intellectual property protection
and investment have potentially far reaching implications for Africa's trade competitiveness as

well as development. It is however pertinent to stress, that these are areas where developed
countries are dominant. The service sector accounts for the largest component of developing
Africa's import bills. Lowering shipping freight costs, insurance rates etc. would reduce Africa's

bills. This sounds good. But on the other hand, African countries have weak financial markets
and hence will loose control over their national markets when they become free for all. Lifting
restrictions on investment could oust national companies in the competition with multinational
enterprises while at the same time give foreign companies dominance in the weak domestic
economies.

31. Africa will be highly disadvantage^ in the short and medium terms because these sectors are
less developed. Africa as a region has the lowest percentage of patents granted to nationals. The
highest percentage is granted to foreigners. This implies higher protection for intellectual
property right where foreign intellectual property owners would benefit exclusively. Very real
difficulties will face Africa in the years to come unless the negotiated text finds suitable

flexibility of offering Africa to adapt its intellectual property rights legislation to economic and

technological development needs. It imposes additional obligations to Africa.
(c)

Implications of Lome IV Convention

32. While it may be rather too early to evaluate the implications of the Lome IV, it is only
natural to review the relationship in the wake of the European unification and the upcoming
review. It is therefore better to review convention's objectives enshrined in the articles and
protocols of the Treaty to better appreciate the impact of the global change in the international
trade on the ACP/EEC relations. Even though EEC continues to be the single most important
market for Africa's export, accounting for over 55 per cent of their overall export earnings, and
the EEC being ACP's most important source of imports, the share supplied by Africa has

declined substantially as a percentage of that supplied by the other developing countries as a
group. The preferential market access enjoyed by Africa under the Lome Convention does not
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seem to have positively influenced either global trade with the EEC or the composition of that
trade.
33.

Moreover, under Lome IV Convention Africa like all ACP countries is unable to secure

improvement in preferential treatment for their exports to EEC markets. Preferential treatment
is now under threat due to uniform non-tariff barriers within the single European market. It
appears the EEC will eventually cease to grant preferential treatment to African countries under
the new arrangement in the Single European Market.
34.

Article 17 of Lome IV recognizes industrialization as a driving force in development.

It

thus aims at assisting ACP States establish industries to supply local markets in a most cost

effective manner and to ensure the growth of non-traditional exports. It is therefore imperative
to perceive that EEC has not been able to fulfil its obligation, the reason why years of
cooperation have not resulted in lowering dependence of Africa's trade on exports of primary
products.

35. The main provisions of articles 77-98 target support for the establishment of new industries
to ensure the growth of non-traditional export focusing in particular on manufacturing and
processing of primary products. By the same token, Article 18 emphasises new cooperation
framework aimed at enhancing both vertical and horizontal diversification in ACP economies
through development of processing, marketing, distribution and transportation.
However,
notwithstanding these provisions today, Africa has lost its competitiveness in the markets due in
particular to low industrialization. Africa's share of manufactured products in the total exports
to EEC has declined drastically. On the whole, the share of manufactured exports from ACP
was estimated to have been more than 50 per cent during the period 1970 to 1989. Lome IV has
provided inadequate assistance for industrial development in Africa. Moreover, the main
provisions aim at supporting the establishment of new industries and to ensure growth of nontraditional exports focusing in particular on manufacturing and processing of primary products.
In this respect, African countries should aim at taking advantage of articles of Lome IV and
make EEC assistance a necessary pre-requisite for enhancing productivity, better balance between

the urban and rural area and undertaking specific measures for enhancing competitiveness of
African products not only in EEC markets but in other new markets and African markets in
particular through ensuring standardization of products for international markets.

36. The prospects for African exports to compete in EEC markets in the context of the EEC
Lome Convention is bleak. Moreover, notwithstanding EEC's important role within GATT, it
has not been able to guard Africa's trade interest by possibly influencing the course of events in
favour of Africa. Instead, since the creation of the General Agreement on Tariffs and Trade
(GATT) especially the incorporation into it of the "most favoured nations" principle, international

trade system has worked favourably for countries of comparable levels of industrial development.
Instead of Uruguay Round of GATT adequately dealing with anti-competitive practices of EEC
it has on the contrary strengthened it in many respects.

E/ECA/TRADE/93/15
Page 10

37. Against this background, and in view of the effects of European integration, indications are
that Africa's position in the EEC markets will continue to be precarious. What could be a virtual
disaster for African States is the likely outcome of the Uruguay Round to erode even this present
regime seriously. From the African stand the main worry is the imminent erosion of preferences
already granted under the Generalized System of Preference (GSP). Similarly, the extend of
unknown losses to be incurred from unilateral trade management.
38. Agricultural policies of the European Community member countries reflect perceived
national interests and their effects are far from positive considering the cooperation agreement
enshrined in the ACP/EEC Lome Convention. Such policies have actual spill over onto world
economy. Figures clearly prove this assumption. The estimated cost of agricultural support
programmes in all member countries was US$299 billion in 1990, twice more than the aggregate
export earnings from non-fuel commodities of developing countries. To guarantee high domestic
prices, export subsidies are on the increase. Thus, EEC continues to increase its share of World
market exports at the expense of its ACP partners. Developing Africa for its part has distinctly
lost ground in the world market for meat. Current information shows that heavily subsidised
beef surplus from EEC is disposed in countries such as Ghana, C6te d'lvoire, Togo and Benin.
The meat from EEC is about 50 per cent cheaper than locally produced beef. Obviously, this
action is destroying the market for African farmers who rely heavily on cattle raising for their
livelihood.
Implications for the dumping of low-grade EC beef in West Africa are far
reaching^/.

(d)

Implications of technological innovations

39. Review of prospects for Africa's competitiveness in the traditional markets would not be
complete if it failed to raise issues of biorevolution. Precisely because above all other factors
ousting Africa from international markets, technological innovations are the most serious known
today.
40. Empirical evidence has proved that technological change has reversed the theory of
comparative advantage.
Technological change has become a chronic disturber of existing
patterns of comparative advantage. One obvious manifestation of this is seen in the replacement
of African natural products by biotechnical products. African countries are disadvantaged in the
international trading milieu as a result of scientific research. Whether science will enhance
competitiveness of African products in the markets is the issue of great concern for Africa. In
particular because the region is resource constraint to acquire and apply technology in its
production. Furthermore biorevolution is likely to move the substitution further. Agricultural

£/For further information see Peter Madden, "Brussels beef carve-up; Christian Aid", No.

3 April 1993.
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biotechnology promises to accelerate the rate of technical changes in agriculture through more
rapid inventions of genetically improved plants.
41. As scientific research intensifies Africa seem to backpaddle. Biotechnologies and genetic
engineering are creating a concern for Africa since they are opening up new possibilities for
producing tropical products in temperate climate. This will in the long run reduce or effectively
eliminate the importance of the tropical climate factor in obtaining coffee and cocoa.

It is

incumbent upon African countries to have their own research capacity and more influence on
research as its priorities if the countries should become competitive in the markets.
42.

Technological change is surely likely to stand in the way of Africa's attainment of

competitive level in the markets. Biotechnology is now being used to develop new products in

the laboratories. For example Africa accounts for about 57 per cent of world production of
cocoa. Cdte d'lvoire, Ghana, Nigeria, Cameroon and Togo are the largest exporters of cocoa
in Africa. Also, cocoa beans are the main export products for Togo, Ghana and Cdte d'lvoire
accounting for 90 per cent, 60 per cent and 40 per cent respectively. However, with the
application of biotechnology on the cocoa production, there is likely to be a shift of raw material
use in production of chocolate which will continue to put pressure on cocoa prices. The WestAfrican countries of cocoa small holders will evidently face lower prices without any
compensation from increased output-enhanced by application of biotechnology because of
inhibitive price of such technology.
43.

For the island countries, Madagascar, Reunion, the Comoros the production of natural

vanilla flavour in the laboratory could devastate the economies of these countries which depend

on the export of vanilla beans valued at about US$66 million annually7. Vanilla beans account
to about 10 per cent of Madagascar's annual export earnings and about 66 per cent of Comoros
annual export earnings8. Madagascar alone accounts for about 75 per cent of the world's vanilla
production, with up to about 70 thousand small farmers engaged in production of this labour
intensive crop.
44. African countries are already experiencing negative impact of substitution process to which
application of biotechnology gives rise. For instance, cocoa butter production through tissue
culture or via enzymatic transformation of palm-oil and manufacturing of plant secondary
metabolites such as fragrances and flavours constitute a serious competition with African products
in the markets. African countries in the near future may not find markets for their cocoa, coffee,
vanilla, palm oil to mention but a few.

2/United Nations, FAO, Trade Yearbook, Vol. 38, 1984.
^/Development, 1987, Vol.4, P.35.
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45. While African countries cannot stop application of biotechnology in the industrial
economies, they should at least be in a position to limit its negative impact. Obviously its
widespread presupposes the virtual discontinuation of Africa as a trading partner and supplier of

raw material to the traditional markets. Africa will be obliged to accelerate the pace of its
regional integration, create a self contained regional market within which autonomous and
authentic development can be pursued.

46. Positive and negative implications of the on going structural changes pinpoint to the need
for adoption of innovative strategies and mechanisms to appraise, and monitor effects of changes.
47. Within this premises, Africa should aim at providing direct support to private research and
fostering a climate where competitive initiative can thrive. A large part of competitive climate
will depend on government policies for building national capability and strengthening or
developing international cooperation that improves competitive urge.
In fact a fruitful
cooperation between Africa and industrial countries could aim at mitigating the effects of
technical secrets and harsh competition for African products through patents, exclusive rights.
Such cooperation will no doubt contribute to Africa's trade returns from the application of
biotechniques for agricultural production.

IV. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

48. Trade is competition. Competition as a principle where actors i.e. enterprises and
consumers work and/or have to act free from intervention is not well established in Africa.
Competition laws/rules/policies in real terms still play limited role in many African countries.
African countries entered international trade not so much as competitors but more or less as
preferred nations, given preferential treatment above other exporters, particularly by OECD
countries, Africa's traditional trading and economic partners on whom Africa overly depends.
In this respect Africa has to first and foremost embrace the rules that govern competition.
Arguably, Africa played important role within the limited division of labour. But, not enough
to become competitive. The regions weakness seem to have further been aggravated by lack of
policy instruments to instill, enhance and sustain competitiveness. Without these, Africa cannot
withstand competition.

49. Global trade arena, particularly in the aftermath of successful conclusion of the Uruguay
Round and consolidation of a single European market will dramatically change Africa's
participation in the markets. It is expected that a system of international trade will be universally
unrestricted with well conceived principles of competition in place. But, the emerging bloc
system will most certainly strengthen unilateralism which hampers competition and runs counter
to the spirit of multilateralism. Unfortunately unilateralism is heavily underplayed in the

Uruguay Round. Instead, it is being justified by the inadequacy of scope of GATT negotiation

in the Uruguay Round. By delaying the answer to this fundamental question relating to the shape
and multilateral trading system, GATT negotiators are creating a problem for international trade

E/ECA/TRADE/93/15
Page 13

environment to improve and tilt towards competition. A more prosaic matter is Africa's physical
limitation to compete which is not substantively discussed.

50. The globalization of world trade is expected to bring new opportunities. But, it will take
time and effort to bring these opportunities to fruition. In the meantime the current analysis
show the risks are immediate: For instance, empirical analysis show that developing countries
as a group are likely to bear new welfare losses of between US$519 and 789 million9. The
degree of loss will evidently be greater for African economies that have inverse trade structures.

Of particular concern is the degree of protection and discrimination placed on agricultural
products from African countries.

51. There is strong evidence that the New Trade Order will cause continual and painful
adjustment for less industrialized countries of Africa.
(i)

(ii)

The spate of regional trade blocs is going to reduce the share of
trade conducted on a most favoured nations basis. It will also
intensify protectionist pressure that will continue to endanger the
functioning of the multilateral trading thus placing pressure on
Africa's products into market;

Present preferential arrangements will be less beneficial to African
countries;

(iii)

Agricultural trade and/or policies will become more significant part
of trade blocs, influenced by what the blocs desire;

(iv)

Investment flows will be determined at the regional trade bloc.

(v)

Presently existing preferences will be eroded. Access to markets
for African exports will be limited.

(vi)

Diversion of attention to Eastern Europe and possibility of its
joining G7 at the expense of ACP countries;

(vii)

High price for essential food import as agricultural support is

reduced.

2/See Monika Hartmann and Peter Michael Schmitz, "Issues in Agricultural
Development" IAAE DARTMOUTH, 1992, p.55.
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52. The culmination of these problems may make it imperative for Africa to look for options.
In the short and medium term, African with other developing countries should make the
following concrete request in order to alleviate the impending heavy losses:
With the most favoured nations rates to be brought down, Africa should urge
preference giving countries to consider where possible, increasing preferential
margins and duty-free treatment offered under existing preferential schemes.
Considering the difficulties and limitations on preferential imports as well as
possible withdrawals of preferential benefits, Africa with other developing
countries members of ACP should urge EEC to minimize and simplify rules of
origin so as to impart transparency and greater predictability.
Progressive reduction of trade barriers consistent with Africa's trade, financial and
development needs.

53. In the long run, African countries may have to modify their trade strategy in particular as
the EEC markets may neither be accessible nor attractive as in the past. The more promising
option for African countries may well be to intensify exchanges within intra-African trade. Intraregional trade would strengthen the economic integration of the region already in process. Also,
it would contribute to dynamism, provide a mechanism through which Africa could gradually
be integrated into competitive trade.

54. The attempt at identifying the trends in the world trade is not only meant to contribute to
the debate. But is in order to have a clearer idea of the preparations needed to adjust to them.
Africa must have a plan for the future. This involves major policy planning issue such as
adapting the African economies to the new realities, coping with dramatically reduced market
access with new requirements of international trade based on strong and competitive markets.
But most dramatic, disadvantage due to insufficient investment for technology of the future.

V. CONCLUDING REMARKS
55. It is important first and foremost to be cognizant of the fact that the process of globalization
and transformation of the world trade is a global issue demanding participation of all developing
as well as developed countries. Greater polarization of Africa while the EEC is creating global
centers that aim at capturing the markets of the Eastern Europe, points to some impending
difficulties. These difficulties if ignored, could result in reversals which could carry with them
isolationism, inward-looking and would endanger both multilateral trade and consensus on the
concept of development.

