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1. It will berecalle~ that, at its 5th meeting helG at Rabat, the ECA Conference
of ~dnisters ~ecider to inclu~e stu~ies an~ relate~ activities concerning the
establishment of agriculhJr'al connno"ity exchange for «'astern an" Southern African
States "in the ,",ork programme of the Lusaka f.l'ILI'OC for 1980-1981. Thereafter,
the Lusaka !:ITJLPlX: Council of !!inisters, at its 3r" meeting he!c' at Gaborone,
Botswana, formally incorporate,,~. that orojec"t in its ,<or!, programme for 19P.r:l.

2. It "ill also be recallec' that at the l~th meeting of the lusaka V'Jl}'()(;

Committee of O:fficialo hel? in 1laseru, Lesotho from 12 to 15 January 19!>,1, a
progress report on the feasibility stu~y on the establishment of a~icultural
commor.1ityi exchange for ~~stern anJ Southern African States was oresent~' for
the consideration of the meeting of the Officials. It was rePOrte~ at that
meeting that the feasibility stu~y concerning this oroject will be rna"e available
to member States of the Lusaka WJLFI'X: by ene' of 1981.

3. In accordance with the above resolution, an" in line 'lith wbat "as agree"
in Haseru, this renort presents the stuc1y on the establishment of an agricultural
commo"ity exchange for the Eastern an""X)uth"rn African .states~

4. As the subject of establishing a subref(ional agricultural commo<:'ity exchanp'e
is a "i"e ranging one an" 'lith various imnlications, attention has been "raTn\
to the economic anr' technical feasibility of establishing the nrono"ei! exchange
an" to some of the major problems relate~ to the marketing of agricultural commoAities
at the subrec!onallevel. At the same time, an attempt has been ma~e to i~entify

some of the major functions which can be nerforme~ by the exchan8e, namely orice
~etermination, financing, era~ing an~ information collection an~ ~iGsemination

of information.

5. Since it is impossible to quantitatively measure acuriori the oerformance
of the marketing functions, some ju~eernent nee~s to be ma~e as rer,arrs what
coul~ be 8X?cctert in ?ractice.

6. In asscssing the practical nee'-' for such an exchange, intervieHlJ anc1
discussions were held with some potential userz of the exchange in the subregion.
Similarly, int~iews an~ ~iscuGsions were also hel~ with some government officials
of member counfries of the subregion to assess their views.an~ attitu~es to',ar"s
using the pr~pose~'exchange. ~ithin this conte,rt, extensive AiGcussions were
also he11 wit~ execatlves of existinr auction markets which are oueratingat
present in the subregion. These inclu~e the Coffee Boar~ of ~enya, the ~aBt

African Tea Exporters Ltc', Africa "'ea !3r'okers Lt" an" Tea !3r'okers of Fast
Africa Lt0.,
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7. A clear notion of the functions of mat'keting an" the nature of cOllDllOc'.it-y
exchange is essential to any judgement of the nee~ for feasibility of a co~ity
exchange. A brief review of the economic situation of Sastern an~ Southern
African States is also essential for suegesting the appropriate objectives an"
functions of the proposed collllllO':l.it-y exchange. Thus, the first two "arts of
this report provide a review of production and tra~e in agricultural commo~ities

in the subregion. This is follotred by.a synot-osis of the imoortant elements ann
advantages of a commodity exchange at the same time develo~ingthe theoretical
basis and the justifications for the establishment of the prooosed commo~it-y

exchange? !1hat are the objectives and functions of the propose". exchange? "'hat
are the prerequisites and problems that are likely to be encountered while
establishing commodity exchange at asubreeional level? The ~maining parts
of the report outline the organizational management aspects an" the financial
viability of the proposed exchange.- .The final part of the report presents the
broad conclusions and recommendations for the establishment of a c~it-y
exchange for the Eastern and Southern African States.

II. Economic Situation of Eastern and Southern African states

A. General !':conomic Features

8. The economies of the eighteen inc~epenclent African countries of the F-astern
and Southern African subregion are pr&:'ominantly agricultural. The subregion
occupies an area of about 8.? mn. sq. kilometres with a total Dopulation of
about 126 mn people. The population grows at a rather fast rate of about 2.7 per
cent .per annum. The main source of livelihoo<1 is deriver' from subsistence
agriculture, animal raising and fishing.

9. In these economies, agriculture contributes nearly ~O per cent of the
GOP of each country and provides livelihoo" for over 90 Per cent of the POPulation.
In addition, most of the agricultural exports of·these countries are destine" for
overseas markets an~ only a very small ~roooration is tra~e~ within the o~A

count'rieo.

10. The agriculture sector in almost all the countries of the subre/!,ion has
two subsectors< the subsistence subsector an<l the commercial subsector. The
subsistence subsector on "hich the tl~dorit-y of the Dopulation rleDen~ produces
staple food crops such as maize, cassava, mille~,' sorrhum, meat anr! fish pro~ucts.

The pro~uctivity of this subsector is ve~ low rue mainly to tra~itional oro"uction
techniques, l·ri<'_esprea~. ".rough~s, lack of fertilizers, pests anr' low levels of
investtlent. The grol~h rate achiever! in ~his subsector since political i~eDen~ence

lags behin~ the rates of population growth. acnee a large proportion of foreign
eXChange earnings is spen~ on itlports of food an~ foonstuffs.

11. The cOmIJercialized subsector is mainly for export crops. Host countries of
the subregion have paid greater attention to this sector in terms of providing
investments, inputs and research. This was also the case durinr the colonial
era. The subrector produces cash crops such as coffee, cotton, tobacco, sisal,
grOun0.nUtS, sugar, bananas, wood and HOO~~ pulp etc. ~is concentration of
'>.~:fot'ts on cash crops has meant that lar!!e areas of fertile lant1 as well as

modern techniques have been ~evoted to export crops. This ha" bar! the effect
of dis~orting the pattern of pr00uction. A large proportion of resources are

_ LtL _

"

.-
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12. '!his distortion in the pattern of agricultural proc1.uction of the countries
of the subregion can be Seen by examining.the·size of their agricultural exports
and the relative significance of exports in intra~ea trade in agr~cultural

products among'the countries concerned. It is clear that intra_rea trade is
still a very minor portion of the total. According to the cain features of
the commodity composition of trade in agricultural cormno-l.ities, inr1icate<:1. in
Table 1 and 2 of the .1nnex only a few cotmlodity groupings account for allllOGt
75 per cent of the exports an<1 66 per cent of the imports concerned. 'nth the
exception of a few cOmmoKlities like oilseods, sugar and to a lesser extent
tobacco and live 'lJrlmals, the leading commodities produced for export are
general!y not ir.JPortant import itet1G. Similar1y, of the most important items,
l'laize is the only one in which a substantial fraction is provi<1e<1 from within the
area. At present, there is still little effort to exploit comolementarity in the
area.

13. It shoul" also be notc~ that intra-area tra~e in agricultural co~~ities

is extrer.lely small. This is partly due to the fact that colonial powers harc11y
paid any attention to the possibilities, of inter-country specialization ani
exchange ane were generally concerned with the production for the metropolitan
centres. For instance, there is harc'ly any trade of significance between "'ambia
and Angola, despite the fact that for pscares ~rnbia's outlet to the coast has
been the railway traversing Angola.

14. In moot' of the countries of the subregion, the cOllll'1ercialize" subsector
of agriculture concentrates on one or two co~litiea that playa preponderant
role in the subregion economies. The magniturte of the dependance of exports on
one or two cash crops is very high in all the countries of the oUbreg!on.

15. Another feature of the countries of the subregion is ·that the variability
of natural conditions affecting aBriculture is perhaps as great within as
between the countries. Some of the countries are relatively well en~owc~ for
the production of ternperate~icultural cO[JlJ1odities such as wheat which forms
the largest single ioport iteoin the subregion.

16. If' specialization were to tarte place accor<:1ing to natural advantages, one
country would norr.tally be in surplus an," another in deficit in a particular crop.
Surpluses and deficits which are seasonal and erratic could also be suoerirnpose~

on the normal pattern of prcruction of agricultural comntorlities in the subrer.ion.
Thus, difference in the seasonal pattern of prouuction in a particularcron could
provide a basis for beneficial inte~tato tra~c. 'For example, in the case
of rraize,' a .c'6rnp~ison of Kenya ·an'; Tanzania clelivery curves shows that the
curves are steepE1st around January and February in [{cnya aru:\ September an~.

(ktober in Tanzania. This r:teans that the peak harvesting ".emanns for labour,
storage, transport, finance anct such facilities, occur a clear three months
after they have occured in Tanzania.

17. The above situation can be considere~ as one of potential economic comple
mentarity in which two countries can exploit their proc1.uction to their mutual
advantage providecl there are institutional arranpements to ryrOr.lOte tra~e in
agricultural comnodities.
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B. ~~tion of Agricultural Conm~ities

18. Though agriculture .is the main stay of the economies of the countries of
the subregion, the productivity of this sector as a l~hole is very low. The
depressing state of agricultural praeuction, especially fo~. pror1uction, an~

excessive dependence on a li",it<;>d number of exnort crops for forei~ exchange
earnings present a serious challenge to the countries of the subregion.

19. The subregion has the potential to achieve self-sufficienty in cereals
production because of the very ~iverse weather conditions. Although one cannot
be precise as to what each country ",ight produce, available <lata suggests that,
for instanc.e, Zambia, Zimbabwe, Kenya, l!ala",i, Ethiopia, Angola, an,1 !hzambique
can become r.lajor mize pr~ucers ancl exporters within the Gubregion. Similarly,
tlalawi an~ Swaziland appear best situated for rice production an~ perhaps
fibzar.lbique, Angola an,~ Kenya Can beeo",e oore important sunpliers of rice .dthin
the subregion.

20. The subregion has also a great ootential for liveGtock pror'uction. Similarly
oilseec1s and their by-prorl.ucts have good prospects in f·'ozambique,· Angola,
Tanzania, Ethiopia an'! l'alawi. These are but a fe" exarnples to highlir,ht the
agricultural potential of the Pastern an,1 Southern African ,Stages.

21. In spite of the above huge potential of the subregion, at oresent ina~equate

agricultural progress wholds back the "hole process of economic transfornation
of the countries of the subregion. Therefore, it aopears that in the early
stages of the, .-l,evelopment of some of the countries, their over_I 1, rate of
growth will depend primarily on what haopens to agriculture an" on how agricultural
policies are co-ordinated with respect to the marketing of agricultural comoodities.
The co-ordinationof agricultural marketing policies between countries of the
subregion is face<:! with a number of chronic problems associated ·lith their
geographical location and their colonial historical backgroun-!. "I'ith a few
exceptions, most of the ",e",ber countries trade in agricultural commodities is
still nainly geared to export trade and yet the degree of subregional self
sufficen6y in agricultural conmodities and in particular in food supply seems
to be unsatisfa~tory.

22. Therefore, the objeet of agricultural development and trade in agricultural
commodities at the,subregional level shoul~ not only be to incrse out?ut for
intra-area trade but also to achieve self-sufficiencv in food products accor.-lirt~

to the Lagos Plan of Action anrJ to cx?an" the existing market for agr'icltural
c01!lClCX'ities. other:dse the E:ta':'Utio:1 of acricu1tural ilevelooment in the
subregion could become a serious hindrance to the c1evelopment of other sectors.
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III. The Ne~ for an AGricultural Cornmorlity Exchange

A. Introduction

23. The foregoing analysis of the general econotIic features and trade in
agricultural products reveale~ that there is an obvious nee~ for co--orcinating
agricultural production and for ~cvelopinG organizer. commodity markets among the
Eastern and Southern African Stat,s. It is also clear that the' economies of the
countries of the subregion face a nunbcr of constraints arising, inter alia from
the low level of agricultural pr<Y!uctivity, meagre foreign excharige reserves,
strong orientation towards external markets for both imports an~ eXports of
agricultural commodities. The alleviation of these marketing constraints requires
the formulation of appropriate narketing nolicy measureS including the ~evelonment

of organized coQCOdity markets in the subre~ion. It is in this context that the
Treaty for the establishment of a PTA for Eastern and Southern African States
calls for the establishment of appropriate instruments an~ institutions for
promoting co--operation in various fieV's of economic activity. It is envisar.ec~

that the institutions proposed will be instruments for facilitating joint action
in the identification and implementation of subregional programmes an~ projects.

24. toS noted earlier, one of the immer.iate constraint to the accelerater'
economic transformation of the countries of the subregion is the lack of orgenizen
commodity markets. If an organized marl,etfor agricultUral commo<Hties is establisher'
in the subregion, it could be possible to nromote intra-area tra1e in basic
agricultural goods. ~ithin this context, the establishment of a subregional
agricultural conmx>dity exchange woul~ be an appropriate instrument for this
purpose. The proposed cornmo<1ity exchange would be a source of market information
for promoting intra-subregional tra".e in agricultural commo~ities. It woul<1
also provide a useful institutional framework for knowinc ann disserninatin~

information on surpluses anry neficits of agricultural commonities in the subregion.

25. Thus, the justification for the establishment of a subregional arricultural
cotmlOdity exchange is base1 on the nee.1 for a subregional trac1inB center which
would assist in,

(!) . Removing the Major obstacles reoresenten by the inaneouacy of
information on the availability of agricultural commo~ities

in the area.

(l2) Re=ving information barriers on su..;oly an.' clernan'!, ann orices
of specific key agricultural commorities which can be tranen within
the subregion.

(~) Ilssuming that member countries of the subreeion obtain the best
possible prices for their agricultural commodities.

(d) Providing basic marketing information for optimizing the level
of production of agricultural commorities.

(e) Encouraging subregional co-operation in matters relaten to trade
in agricultural commo~ities.

(f) Improving the existing system of cornrnortlty marketing in the
subregion.

(g) Developing banking an~ foreirrn exchanre facilities related to
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(h) Improving the communication network of the countries of the
subregion lorith resc>ect to. connnocHty trade •.

(1) Influencing positively the price ceterninationof agricultural
co~rlities locate'" outside the SUbregion.

B. motitutional Cap .

(i) f'iain Features of Intra-area Trade in Ffficultural CollllllO'1ities

26. At present intra-area trarle in agricultural commodities occupies a very
minor portion of the tot"L A,,~,l p~le stat{I"tics confir", the fact that in recent
years intra_rea trade in agricultural cOll'.mor1ities ".ecline,,! sharply. Only a small
part of each country's exports goes to its neighbours in the area an~ only a small
part of imports comes fro", them. In this respect, at present, the oossibilities .
for greater specialization and exchange of agricultural commor'ities are far froo
having been fully.exploited. For instance, there is minimal development of trade
between Ha;dagascar and Hauritius; almost none between Hac'agascar an'" any of the
countries along the whole of the East F£rican coast to give a few of the obvious
examples. As a result trade in agricultural coomodities between the countries
concerned is relatively small aor has received proportionally less attention
than trade in manufactured products. 'berefore, economic ca..oo;:>eration an'" tra~e

in agricultural commodities .lithin the countries of the subregion is boun" to
require a c.eliberate concerter1 effort by the countries concerned,

27. l1ith res;:>ect to some of the oost ir.1[>ortant agricultural connnor'ities like
cereals, it is possible to observe the followinp, patterns of tra"e:

The majority of cereals inroorts in the subregion comes from
outsi1e the area. The cereals exporte,' by the countries of
the subregion are much omaller ann. are sole:::. '!dthin the area.

At present, the cubreg~c~ is a big net importer of cereals
particularly of wheat and rice but also increasingly of maize,

<£) As some of the countries are surplus an" others ~eficit nro"ucers,
at preGent the basic food Hith the greatest notential for intra
area tra~e is maize.

~) F.s agricultural produ"tion in the subregion is rain fe<1, "heafher
conditions an':~ r.1roupht have made cereals ,?roouc'tion almost un
reliable to some of: the CQUntr1es of the subregion.

(~) I-"ost of the countries of the subregion out hiCh nriority on national
self-sufficiency in most inportant stanies and ignore the possibilities
of intra-area specialization.

28. As far as trade in livestock products is concernerl, by far the greater
part of the meat consumec' in the· area is prO"uced in the consuming countries.
At present there is little trane in meat products. Exports of meat n~lucts are
primarily destinec~ to the II,1(l."le East or Eastern Burope. The amount of intra
area exports in meat products is small co",,?are<' to intra-area exports of other
commodities.
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29. FUrther,the C\onventional tronical exports like "oftee, tea, cotton
an~ tobacco,accoUnt for a very limited ')ercentage of intra-area trac~.e. However
importing countries do obtain most of their supolies from the major producers
within the area. The majority of the countries in the area are coffee oroducers
and a few of them are sizable exporters of tea. Some of the countries like !(enya.
can provide an impol;':f;ant market for CX!lort production of cotton an-:l tobacco from .
!hi.ted Republic. of Tanzania, lfalawi, ?ambia an'" Uganc'a. l\s inr1icated in Tables 1
and 2 of the .l'innex it appears, therefore, that there are at the moment consic~er

able opportunities for much further development of intra-area trarle in some of the
traditional export of agricultural commo~ities.

(ii) Problems of Intra-area Tra~e in tiTicultural Commodities

30. ,fithin the Eastern am' Southern Africa subregion, intra-area trac'e in
agricultural commodities is constrainen in certain cases by soccific barriers an~

in others by the existence of similar ecological conditions in the countries eoncerne~.

31. Thou~ there are some significant ecological differences in the area, most
of the important agricultural commodities are produced in oractically all the
countries. Maize, neans an0 peas, tobacco, coffee, tea, cotton, several oilseeds,
beef, mutton, dairy proructs and hides an~ ~(ins are pro~uceA in almost all the
countries of the subregion. Of the export products, so far the primary markets
for coffee, tea, cotton, tobaccC' and meat arc in· othor regions. Thus, apart
from ~airy proc'ucts, tobacco, cotton and to a small decree meat, so far there has
been little impetus to focus on the opportunities for trade within the area.

32. It is possible that two countries may very well exchange to their mutual
advantage commoc'ities which they both can pro~uce, given cost ryifferences variations
in product Idnds an':! qualities anc' su?ply constraints. For instanc;e, '!imbab're may
well be able to export surplus maize to the fmited Repub'ic of Tanzania even though
maize is the most important staple fooe proc'uced in the !mitec' Republic of Tanzania.
Trade basec on such an exchange has not developed as far as it presumably could
to the ar!vantages of all the countries concerne'.1, because of an almost total lac!,
of co-ordination of agricultural cevelopment nlanning an~ lack of a marketinp
institution that promotes the exchange of agricultural commodities among the
countries of the subregion.

33. Lack of such co-orc'ination may be an outcome of h,o main factors.
Primarily, the fundamental aero-economic knowledge of comparative a0vantave is
not sufficiently Imown. Concertec' co-operat;ve research "ill be needed before
the countries of the subregion can base their pr<Y!uction plans of agricultural
commodities on firmly established !,nouledge indicating which neighbouring countries
can be relied on for supplementary supplies or as markets for planned surolus
production of basic agricultural commodities.

34. In the absence of such marketing information anc' exchange of agricultural
commodities, almost all the countries of the subregion seek national self
sufficinecy in most agricultural commodities. This is particularly the case
for staple cereals, sugar, meat anr' r'airy oroducts. Therefore, provir1ed that
there is a subregional institution that promotes the exchange of agricultural
commodities and that there is the commitment to co-operate in trade in agricultural
co~ities, it is very likely that joint opportunities for exchange of agricultural
commodities within the subreeion Can exist at all levels.
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35. ~other factor inhibiting the fast ~evel09ment of sienificant tra~e in
agricultural commocities is the fa~t that a substantial ryart of subsistence is
provided by hieh-bulk and low value crops "hich Hill not bear much transport
cost. This inclu~es products like sorghum, millet, cassava and so on.

36. In addition to the above factors, at present, the most imnortant inhibiting
factor is the fact that productivity an:l orry:1uction of agricultural cornrnocHties are
often still mtich too lOT,. Consequently, the nroo.uction of intra-area trar1 e in
agricultural commodities is apparently not viewed by pl~~ers and oolicy-rna1~ers as
a problem much less urgent than that of raising pro~uction and productivity.

37. It is against the backgrounc1 of' the above inhibiting factors that the
question of trade promotion in agricultural commodities must be assesse~. At
present little specific information exists on the most promising cornrnry:1ities for
expanded trade ldthin the subregion. Recent r'iscussions 1-1ith officials of' cotnnlo".ity
marketing agencies revealed very little planning oriented specifically to agri
cultural trade with neighbours within the subregion. In actual fact, in most
countries at both the highest oolitical levels an~ at the operational levels,
trarle in agricultural co!lllllCldities <'I.oes not seem yet to have of high priority. It
is not surprising, then, that documentation an"·nata specifically relevant to
intra-area trade in agricultural cOmrrKK1ities are not easily available.

C. The Pbtential use of anP~icultural Commodity exchange

38. As can be seen from the foregoing analysis, at present the potential levels
of intra-area trade in agricultural commodities cannot be in~icaten ,dth absolute
certainty. However, as already mentioned, the reasons for the ooor performance
of trade in agricultural commodities can to a substantial extent be attributed to
the inadequacy of the·existing transport and communications networks, lac'< of
co-ordination in agricultural developDent planning· and to the total lack of
attention to the expansion of exchange of agricultural comm,y'ities through
organized commodity markets.

39. A more sienificant increase in intra-area trar.' e in agricultural commo".ities.
can be expected only if more systematic an~ concerted attempts are made to ~etermine

what specific gains could result from the establishment of a commo1ity market
which promotes intra-area trade expansion ryarticularly in aericultural commo~ities.

In this respect, there is little reason to 00ubt that increas~ economic speciali
zation and exchange in basic agricultural com~ities in the area would lea~ to
greater efficiency, pro<}uct1v1'CY anc'. economic grOlrth. In ac'.c'ition, it is obYious
that self-sufficiency in staple cereals broc'uction on a subregional basis woul~

provide greater security of basic food supplies.

40. If the countries of the subregion 1<oulrl agree, in principle, not only
to the establishment of a subregional agricultural cOmrrKYJity exchange, but also
to seek impOrts of agricultural commodities from neighbouring countries an" to
gear their proDuction to meet the market ~emand in neiehbouring countries when
feasible, a much more appropriate climate for intra-area tra~e expansion in
agricultural commodities would be created.
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41. At present, there is no subre:;ional a'01'icultural commo~ity exchange l'lhich
is serving all the countries of the subregion. ~1ithin this context, the
establishment of a subregional commodity exchanr,e constitutes an undertaking of
prime importance and urgency. In this respect, therefore a first sten ,"ould be
an attempt to establish a subregional agricultural commodity exchange which would
explore the s9ccific opportunities and benefits of greater inter-<lepenrlence in the
exchange of basic agricultural comrnor1ities like cereals, livestock nroducts, oi~

seeds ane their by-products. As an information center, the propose~ agricultural
cOllll:lOdity exchanec couLi monitor syster.1atically nrospective crops c1,evelopments
in the subregion and identify beforehand likely crop shortfalls in some of the
countries of the subregion. In this way, the propose,', exchange can be used as
a focal point of information to disseminate possible r.1al'keting opportunities
concerning surplus and deficits of neighbouring countries. Through the exchange
it l~ld also be possible to review producers price policies for agricultural
colllJ1lOC!ities r'lith a vie", to their co-or'·,ination.

42. TI1ercfore, to a large extent, the potential use of the proposed agricultural
commodity exchange could assist in filling a gap by providing a specialized marketinp
center for agricultural commodities "hereby important marketing information such as
production, prices, delivery and payment arrangements wiLl be disseminated to all
the members of the proposer' commodity exchange. J\n1 the need for such an institution
should become even more obvious when the PTt. arrangements become operational.

r!. Objectives ano Functions of the !'roposed Commoc',ity Exchange

43. Commar..ity exchanges are specialized organized markets which provide a
place where their members buy and sell commoeities or contracts for future ~elivery

under established rules and regulations. Thus, the nrimary service of a commodity
exchange is to provide a market place where the members meet at ~efinite times ane
transact Certain types of business un~er the rules lai, ~Ol~ by the orpanization.
In the second nlace, its function is to reeulate business ~aalines of its members.
In the third place, the exchanee providen a methort for settling tra~e disputes,
specifies gra~cs for the commodities 'ealt in, and gathers and distributes mar~et

information. The exchange as such has no dealings in 'the 'comm00ities haneled
by its members. The distinguishing£eature of a commodity exchange is that it
furnishes an open market, managed under standardized practices for one or more
commodities.

41~. Belou basec', on the previous analysis of the economic an-:l, tra':!e problems
of the countries of the subregion and of the need for a comrnodityexchange in
the subregion are the suggested objectives an~ functions of the proposeo exchange:

A. Ob.1.ective

(i) provide a convenient place for the members to meet for 'the puroose
of trading and .of exchanging views;

(ii) collect anct disseminate market 'information throughout the
subregion;

(iii) establish anct enforce rules and regulations and set ~ mechanisms
designed to facilitate trade in agricultural com~.ities in the
subr'egion;
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(iv)

(vi)

(Vii)

establish ane maintain grades for agricultural commorities
originating from the subrec::ion;

provide an a~equate machinery for arbitration of tra~e disputes
concerning agricultural commo~ities;

aid in crystallizing market values for cOIllJllO'Hties that Hill
be traded at the exchange;

establish an appropriate mechanisI:lS for the settlement of
transactions. •

B. FUnctions

45. Broadly speaking, to achieve the above objectives, the proposed exchange
is expected to Perform inter alia, the following general an~ specific functions!

(a) General functions:

(i) Act as a marketing and information centre for the exchange
of agricultural comrno~ities;

(ii) Act as a policy c'cvelopment with regarCl. to marketinG
institutions for agricultural commodities;

(iii) Serve as a mechanism for fOrl'arrling information on whether
or not an(j, to what extent, local prQ(l.ucers of agricultural
commoeities in the subregion should expand the pr()(luction
or particular cOlllJllO'lities at any given time to meet ex~ort

possibilities within the subregion.

(b) Specific functions,

(i)

(it)

( . i' \1 1;

In accordance with the current supply an<1. 4e>man". of
agricultural commodities, to helo to determine> the orice>s of
the commodities that are likely to be traded in the
exchange;

To serve as a clearing house by proviclin,'"' financial
transactions facilitating mechanisms, .ihich aim in
particular at guaranteeing contract performance in
accorclance with the rules of the exchange;

To supervise tracling activities, actopt anel enforce such
rules and regulations as will prevent trade mc.loractice
amng the members of the exchange anr ' facilitate the speedy
settlement of business disputes.
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(c) Other Functions:

There are other activities that loeically flow from the
establishment of the proposed exchange. '!hese activities shouP be
recarde" as an integral part of the exchange activities. '!hese
include:

The promotion of the establishment of various cOIllllO"ity
market associations;

(ii)

(iii)

(iv)

':'he deftlopnent of unifoMl r.rades for a,llt'icultural products;

The development of a system for facilitating the transfer
of funGs;

A variety of other lesser services for the member countries
of the subregion.
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V. O1aracteristics and Advantages of Commodity Exchange

A. Major Characteristics of Commodity Trading

(i) Types of Transactions

46. As is well known, trading in a commodity exchange generally
relates to two classes of transactions namely spot or cash and futures. A
spot or cash transaction is purchase or sale of a commodity or some specific
grade of it by paying cash on the spot or wi thin a -short period as prescribed
by the exchange and the delivery is taken also on the day of purchase or
usually within a maxil1'Wll period of eight days. FUrther, after a spot trans
action is made, it cannot be cancelled for the purpose of taking away the margin
if the price rises, as in forward transactions. This means that the purchaser
has to take delivery, the seller has to deliver, and money has to be exchanged
between the parties. The other kind of transaction, called fUtures trading or
dealing in futures is similarly on agreement between parties as to the purchase
or sale of a particular commodity or grade thereof, on the Wlderstanding that
the delivery may be taken on a future date agreed upon. Whereas a spot or cash
transaction may be entered into on the basis of sample, a futures transaction
must necessarily have reference to a standardized grade.

(ii) Commodity Trading Conditions

47. In this respect, certain conditions must be met before a specific commodity
can be traded on an organized market.

The main conditions needed for rendering any class of products suitable
for trading on an exchange are that I

(1) the commodity should be homogeneous.

(2) the commodity should be capable of being graded.

(3) the commodity should be durable enough to last for the period of
the contract.

(4) the trading
large volume.

(5) the cOllllllOdity should be one >lhose supply is not subject to
rapid changes in the rate of production.

In the light of the above, the commodities most suitable for trading on the
proposed commodity exchange are: cereals, sugar, cotton, vegetable oils, tea,
meat and livestock&See tables 3 - 8 of the Annex.



ECA/MULPOC/Lusaka/V/3(ii)
Page 13

48. Within the above broad framework of types of transactions, and commodities
the trading of coll1l1Odities at the proposed exchange should have the follOWing
distinct characteristics:

(1) Primarily trading at the exchange should be conducted in an organized
way with a cornman set of rules governing all the transactions.

(2) The most important rules governing trading should specify that:

~) only members of the exchange will be eligible for trading
contracts at the exchange;

(~) trading must occur at one place (in the trading pit or ring)
by open outcry, within specified hours. In thi.s way, all bids
and offers should be known to all participants and all trans~

actiollD should be public knowledge;

(c) various anti-eompetitive practices should also be forbidden;
for instance, members of the exchange should not fill or match
their order to buy or sell without first offering it openly in
the trading pit.

en All contracts traded in the pits should be for a standard deliverable
grade and quantity with a uniform delivery location and procedures;
when actual tradinp, takes place at the exchange, only the price of the
commodity should be negotiated in the trading pit. n,is means. that
nothing other than the deliverable grade and quantity under standard
ized dates and rules of delivery and payment can be traded. In an
ordinary. forward dealings any peripherr,:. terms and conditions can be
negotiated,

(4) When future tradings are being handled, the exchange clearing house
should become a party to every contract that is negotiated in the pit.
This means that, in actual practice, buyer and seller should do the
nego~;iating but, once the deal is struck, each one should have re
ciprocal obligations with the clearip~ house and not with one another.

(5) In t'lis respect, the exchange clearing hOUl3e should also act as a
comm"n guarantor of all the contract:; that will be traded at the
exchange. Therefore, all members of the clearing house must maintain
a minimum amount of working capital and they must deposit funds to
"margin" their outstanding trades. Exchange members who are not
clearing members must affiliate with clearing members, for purposes
of haVing all their contract verified and .guaranteed. No credit should
be extended in this process. It should also be noted that the margin
deposit should be considered as a performance bond and not as a down
payment.

(5) When delivery occurs in satisfaction of a contract, full payment should
be required of a trading partner as the title of ownership is auto
matically transferred from the seller to the buyer. Prior to delivery,
no title should be expected to be transferred and no credit should be
e:ctended.
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49. It can be seen from the above descriptioa of types of transactioru: that, in
most cases, future trading refers to a special type of contract bought and sold
under the rules of an organized exchange. In most cases, it is considered as
a legally binding contract to buy or to sell a stipulated amount ofa particular
grade of product during an agreed future period, subject to the rules and regula
tions of the exchange, where the contract in made and the price determined by
public auction on the floor of the exch~ge. As future trading often involves
more of speculation al1d hedging ~~d less of actual delivery,. it may not be as
attractive as cash trading dUring the initial stages of the proponed exchange.

In trying to fulfill the foregoing objectives and functim:s, the exchange
re.'lder the follot·ring advantaEes to its mem!:-ers:

(i) One of the primary advar~-cag~ of th8 propC'.... "",..:l 'J("-1"l;vl.H:y 3xch::l11.ge is
that it Ifill s~pply pr00ucern, distributors, financiers and consumers
of the subregion lrith a ::or:.tip'1nll':"'. :"7''''r''l':.et" f~t present$ as there is
no exchange with org?}'lJ.Z :,.1~ :::-:..~_ ..... .1i·l:ies, it is p~:actically impossible
to find a purchaser or seller of co~~odities at any time one desires.
If an 0::"ganized market of this nature is established in the subregion
there would always be opportunitipG to sell or buy at some price at
very short notice. This me~~G that producers in the subregion need
not stock cO~:1IJodities for n. longer period than what is required a

This will substantially reduce cost of storage of agricultural products.

(ii) Because of the exintence of such ~ cO~.:inuous market. in the subregion,
the commodities that will be traded a.'; the exchange will be highly
"1iquid ll to the E::xten"c that cO!:'C"Jd::'ti c:s ca.~ be converted into cash
at a ~onentts no~ice, or vice vcr8a~

(iii) The advantage" of establis;;ing the p'opxed cOr.'Dodity exchange will
not b~ co~ined only to thone who d:rectly use it. In £~ct, based
on the level of com~~itv p~{~PB nrr~ailing at the COQDodity exchange,
farr.~ers of the sU0region co~l~ dec: ~~ which crops they chould grow
for the next season. T~1e7 C~J. al~'-" """""'~(">iGe caution in disposing of
the~r products at harvest time by k 0 eping themselves in touch with
the informatioa clisseninated by the exchange thro~e;hout the subregion.
In this respect, the over-all advan>ge of the establishment of the
exchange ,"ould be to improve the conditions of production of agri'
cultural cOIZJoditiec throughout the subregion~

(iv) A further advantage of a subEG~ional coa~odity will be in the dis
covery of prices of agricultural. c~mnoditicG at the Dubregional level.
When the exchange is fully operational~ news fron every corner of the
subregion havinG a di rec·:-; or iEdiroc'~ effect UP~i:1 COI:l.modity prices
will be received by the e"chance alr.lOst ce.ily. This nellS will be
received and be weighed by traders at the exchange, The traders l<ill
also register their opi~ions of the news by buying and selling con
tracts, This process ,·iill result in the discovery of cor.modity prices
whic~ best represent their Wei&ltcd opinions of lrl1~t rhe prices should
be given the daily infcrr1-::-.tiono In thin Hay, the pr-'JposI3d exchange
"rill help in discoveri:.1g the 2.c"'':U::l] price of COIT'_'7lOdi ties L.'1. the subregion.
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(v) In respect of futures trading, the exchange will also be useful in
reducing Wlcertainties by discountina the events of tte future on
commodity prices thereby improving the accuracy of expectations.
As news. or statistical data which aid informing opinions are known,
price$,~ill move correspondingly and the ad]istments will also be
made Acoordingly. In this way, the exchange will serve as a guide to
future prices. The effect of supply and demand developments will
thus spread out over a period of time and both price advances and
price declines will be more orderly tIWo"';ghout the subregion. Thus,
with the use of the proposed exchange, producers and consumers of
agricultural commodities will have better' ideas of how events will
affect agricultural commodity prices and be able to plan accordingly.

(vi) A further advantage of the 'establishment of a subregional conmodity
exchange is that, to the 'extent that the prices of commodities reflect
the price expectations of producers and consumers in the subregion,
they will act as regulators of production and consumption of aGri
cultural commodities in the subregion. TIlis regulation of consumption
and production 1;\lrough price movements will tend to rationalize
allocation of resources in the subregion. Commodity prices ,nIL act
as regulators by encouraging consumption in areas where expectations
of surpluses erdst and by discouraging consuoptionsin areas where
shortages are eA~ected. Thus, the establishment of a subregional
commodity exchange will facilitate the movement of agricultural
commodities within the subregion.

(vii) Besides giving estimates of commodity prices at any given time, 'the
proposed commodity exchange will tend to level prices of commodities
among different national markets over space, time and fOrr.1o The
focusing through the exchange of all factors influencing prices,
with full publicity of all prices, tends to keep the prices of these
agricultural commodities in various local markets of the subregion in
close aligOment with one anot;ler. Assuming that barriers to commodity
trade will be minimized such action causes the prices in the different
markets to return to a differential of only the approximate cost of
transfer between the two Ill2rkets. In this way, the proposed col1lIlDdity
exchange will ~,intain the price structure of agricultural commodities
throughout the SUbregion.

(viii) ,fucn the exchange becomes fully operational, it will provide equitable
opportunities of trading to all member States of the subregion. This
opportunity will be provided by the continuous records of 'prices that
l<ill normally be available to all member States. In an organized
commodity exchange of this sort, information about market situation
should be more easily available to all members and the·differcnces
in the bargaining power of all meobers should be reduced. It should
C'Jst all members the sat.1e atlO\mt to participate in the auction process
and each order of a mer.lber s'lOuld be treated identically. This
arrangement will ensure tloat the prices of the colllllOdi.ties that will
be traded at the exchange will be representative of supply and demand
conditions. in the sub-region.
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(ix) The establishment of the proposed agricultural cOllB1lOdity exchange
will have a further advantage of stabilizir~ the prices of agri
cultural coCllllOdities in the subregion. The operation of the
exchange wher. it is fully developed will allow for more orderly price
adjustment over time. This ,rill have the advantage of reducing
extre"", price fluqtuations which may be caused by undertainty of
one kind or another.

(x) The establishment of a subregional commodity exchange will also have
tbeadvantage of facilitating the financing of commodity trade
throughout the subregion. As explained previously, the proposed
'exchange is boUl1.d to be a source of CQr.Eodity namet infoZ'lilation
throughout the subregion. By minimizing risk, market information of'
this sort Hill make the problems of Imrket financing less difficult
to resolve. In this respect, commercial loans in the respective
mecher State of the subregion can be made and credit extended on
sales with greater certainty of payment. Thus, the exchange will
facilitate the long-term financing of commodity trade in the sub~

region. This, of course, assumes that there will be co-ordination
of commercial b~ing policies in all the member States of the
subregion.

(xi) LastlYI the proposed exchange will prOVide an ideal institution
for collective action for developing comClodity grade and quality
standards for all agricultural commodities that will be traded
within the subregion. By definition the proposed exchange will be
a Deans of facilitating the price discovery process. As such an
efficient pricing of cOllL1adities lIill not be posS'ible without some
ceans of describing ,and grading the commodities. Hence, the proposed
exchange will becoce an important institution for developing staIlliards
and grades for many agricultural comClodities that will be traded at
the exchange. Grades for comrnoditieslike caize, wheat, rice, oilseeds,
butter, meat products can be 06tablished by the functional divisions
of the proposed exchange for purposes of developing commodity trading
wi thin the subregion. The proposed exchange will be the ideal
institution for developing such commodity grading system.

VI. Prerequisites and Problems of Establisbing Commodity Exchange

A. The Development of Commodity Exchanges

51. Although the roots of comniodity trading can be traced back to the Medieval
fair system, the modern system of organized commodity exchanges began in Japan
around the end of the 17th century.

52. Economic historians who have studied the development of cOllUllOdity exchange
have noted that the carketing system for any commodity traded on an exchange needs
to pass through five distinct stages namely: gift-giving, barter, cash or spot
markets, forward markets, and lastly futures market. Thus, the establishment of
a futures roamet in a given comClodity would seem to be the final stage of a
natural evolutionary process.
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53. In any evolutionary process, ch~lges occur slowly, generally over a fairly
long period of time. Historical analysis demonstrates that most organized
markets were almost there prior to the ultimate establishment of the unique
llBrketing arrangements that charact:erize organized trading. ~n,ile the necessary
marketing ingredients that characterize cor.unodity tradins may e:dst for sometime
a commodity exchange cannot emerge until the conditions in the financial community
are favourable. For instance, in the United' States, many efforts were made over
a span of nearly fifty years to establish futures trading in livestock. It was
not until the mid nineteen sixties when the structare of the livestock and ~t .',
packing industry became sufficiently competitive and the financial community 'of
commodity brokers became sufficiently interested in developing a market that it
emerged.

B. Prerequisites for Establishing the Proposed Commodity Exchange

54. The experien<;>e of the world commodity markets over the last hundred years
or so can provit:ie US with a large number of useful insights into the reasons
why sOllle markets'Pave thrived and others either have not got off the ground at
all or ceased trading after a short period of activity. many collllilOdity organiza
tions have over time, attempted to establish a wide range of commodity markets
differing both in terms of the scope, grade of commodity and the type of contr2ct
for which it is traded. Some of these r.~rkets have succeeded and arc very active
today. Others have not generated a response from the trade and have resulted in
considerable losses to the cormnodity organizations c,?ncented.

55. Therefore, in the following part of this study, it is intended to point out
the; set of conditions ~Ihich are required for the successful establishment of the
proposed commodity exchange in the subregion. There are three broad categories
of essential prerequisites for the successful operation of the proposed commodity
exchange. These prerequisites arc discussed as follows:

(i) Functional necessity

TI,e fUL~ctiolli~l necessity of establishing a commodity exchanse is a
crucial element in any consideration of thB setting up of commodity
exchange. By functional necessity it is meant that when the exchange
is established it must fulfill a clear set of functions in the subregional
pattern of trade in agricultural corJIJ1Odities. This assumes that for the
exchange to be successful in all its operations there must be a need for
the services that the exchange will provide to its members. This need
must be felt equally by all the member countries which are seeking to
establish the Cl~chal1ge at a subregional level. At present, not only there
is no other institution that looks after the development of commodity
trade in the subregion, but it appears also that the need for establishing
such an exchange is large al,d specific enough to justify the irwestrnent
in the proposed co~nodity exchange. Part of the obvious demand arises from
the existing PTA arrangements Hhich aim at expanding intra-area trade among
the member countries of the subregion. flhon the PTA becomes rully operational,
it is anticipated that new activities related with trade in agricultural
commodities will be gellerated at the subregional level.
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56. Therefore, for the proposed commodity exchange to be viable and successful,
there has to be an active two-way flol1 of trade in the sense that buyers and
sellers of agricultural commodities in the subregion must be interested in using
the eY~hange on a regular and quantitatively significant basis. The exchange
must provide all members with a relatively open competitive forum for trading
in agriculturalcDmDodities without there being any monopolistic or monoposoni
stic forces interfering in the price form.ction mechanisms of the proposed
exchange. All member States of the PTA interested in trading in agricultural
commodities llI.lst havc reasons for and be iaterested in using the exchange
regularly. This may include not only State Trading Corporations but also
producers and manufacturers in the respective member States of the subregion.
Dace this important ftL~ctional necessity is assured, it would appear that the
proposed excllange would have a fair change of success in its future dealings.
IA'other words, for the exchangc to be successful at the subregional level, it
must enlist active trading interest within the subregion. To atteact this
interest, the exchange needs to generate and develop a market system >;hich will
enlist the =nfidence and support of thc member States of the subregion. &lch
a market system must mect certain opcrational and administrative req~irements

before significant traders will be induced to use it as an important subregional
trading forum.

(ii) Operational and Administrative acquiremcnts

51. One of the major operational requirements for thc success of the proposed
ag~ltural commodity exchange is the availability of an appropriate contract.,
This =ntract must reflect the needs of the subregional trade and it should
act as a flexible vehicle for the promotion of the above functions of the
exchange. An optimal contract is an essential prerequisite for
establislring a successful subregional commodity exchange. Once an active two
way trade has been established, thcn the precise fornulationof tbe contract
should become less important. It must be stressed here that a properly drafted
and appropriate contract will considerably reduce the ricks of the new exchange
faltering during its initial years of activity. The contract should also be
designed in such n. wz.y that the value expressed in th0 contract corresponds
closely to the price of the actual commodity that is being traded physically
a t the excr',ange. TIlis requirement of a physical basis to a nell exchange con
tract implies the provision of suitable warehousing, freight and insurance
services in a reasonable proximity to the cxchange.

58. Two of the major features of commodity contracts are lot size and margin
requirements. The lot size is intended as a balance betwee."l adLlinistrative
economy, which obviously tends to favour the larger lot size and the need to
attract a wide range of users. As the traders on the proposed exchange are
likely to be State Trading Corporations at least for the initial stages, the
lot size of the contracts sbould be reasol>ably large.

59. ~~rgin requirements are arrived at as a result of another compromise
between the need to protect the users of the exchange against any possible
default and the ever present desire to attract increasing volume of business
to the proposed exchange. This desire to attract increasing volumes of wsiness
carries with it the dangers of speculation ili,d the possible consequent price
distortion. Hmlever, during the ir-itial phase of the proposed exchange, as
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quite a few of the members might be State Trading COrporations representing
member States, it might be assumed and hopcd that there will perhaps not be
eXCeSs speculation on commodity prices. However, in the event that the proposed
exchange. gets involv.ed in futures trading, it may bc worthwhile to develop a
system of clearing the ~~rket. This system should achieve the right balance
between guaranteeing s~curity on the market and not deterring trading members
by the extent of the margins and deposit that they have to place on each of
their trade. In this respect, therefore, a recognized clearing system, with
well defined margins and deposits and its consequent insurance cover is also
a fundamental prerequiste for the success of a neW commodity market.

60. Apart from the above operational requirements involved in the contract.
there are essential administrative arrangements that need to be made for the
actual running of the pr,posed comr.todi:ty exchange:

(1) In the first place, the exchan3e should be a self-administered,
autonomous joint stock corporation of which the operating members
should be the sole shareholders.

(2) A management committee and various officers should be elected from
among the membership and some officials should be appointed and
employed on a full time basis.

(3) This manaGing body or .authority should exist from the outset of the
proposed commodity exchange.

(4) A superviso~J body which may be a separate entity or part of the
management authority should be established when the exchange is still
in its embryonic fom and this body should be involved in the drafting
of the statutes, rules for membersaip, rules for dealine etc.

(5) A number of documents need to be drafted consisting inter alia;
of;

(f!) statutes establishing the organization concerned with
the exchange;

(~) rules for trading including: definitions, methods of
tradi~~, details of the contract, trading room regulations,
delivery, enforceQent of contracts, margins of contracts,
co~ission treatments, settlement and provision for disputes;

(5) It will also be necessary to draft definition of the terms that will
be used and of the institutions themselves to which membership rules
will apply.

(7) Policy decisions need to be taken on the fOrti1s of membership and the
proportion elected to each membership sub-section i.e. full members,
associate members, non-dcaling members and individual members if any.

(8) Government involvement in monitoring the activities of the proposed
exchange should also be spelt out clearly. At times it may be possible
that the exchange may be over active in terms of price distortion.
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This oft~1 happens when fu~~rcs trading is taking place., In such
circwnstances gove!'IlDOnt involvement may be very crucial. There
may also be a need to exercise a certain degree of control over the
activities of the exchange. Care should also be taken to, ensure
that the exchange doe~ not become a gaobling casino or a device
for transferring foreign exchange from one country to the other.
In this respect, the proposed exchange should induce sufficient
genuine trading interest among its members. At the same time too
many restrictions should not be placed on the repatriation of any
~arned profits on the exchange.

(9) It is anticipated that the proposed exchange should also be self
financing after the initial 'learning costs. If the exchange is made
to rely wholly on registration fees, capitation charges on members
and on special fees on deals, it would have to impose relatively
high costs for a relatively insignificant level of business with
a low turnover. The hiW' charges could act as a deterrent to
potential members and thereby hinder the development of trade on
the exchange to a level llhich reduces average costs to a minimum.
In this respect it is possible that the proposed exchange may earn
assets through sensible canagcment of margins and deposit money.
Interest thus gaiaoo on this could assist in keeping charges
imposed. on to new members at a 1m:! level.

(10) There arc many other important aQroinistrative requirmaents 'fl1ich are
necessary for the establishment of the proposed exchange. One of
the most important of these art"a..Tlgemcnts is the need for a..~ accurate,
fast and reliable telecommunications system in the entire subregion.
There should be up-to-<late r.loecrn tele" facilities connecting the
exchange with buyers and sellcro of cClwmodities in the subregion. At
present the situation in most of the 00untries of the subregion in
this respect is not satisfacto~f~ R~18ver, it is hoped that the
quality of e,dsting eomnunication facilities in the subregion can be
improved on a comJercial b~sis. The t~o most important aspects of
the corrmunications rcquiroclcr..t of the proposed exohange Hill be:

(!.) the direct need of the UGcrs of the exchange and of the
exchange authority itself in terms of communicating marketing
directives by the trading members;

(E) the need by the excha.'1ge and its members to disseminate marketing
information; in this respect, a reliable and rapid telecommunica
tion by telephone a'1.d ~(81c" to clients and other exchange users
is essential for tile effectiveness of the proposed commodity
exchange as a market center. Therefore, there will definitely be
a need for investQent in up-to-date telecommunication inf~astructure.

Joa,Ue it may lIell seem thet the basic infrastructure of the sub
region needs to be developed before the actual commencement of the
proposec commodity e:"".c: __ange, an increase- in the extent of the
communications netHork could be arranged as the need for it arises
givcn especially tr,e existence of commercial oreanizations Hhich
are capable of installing an effective system of communications at
a reasonably short notice.
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(11) Apart from the functional requirements of the traders for telccolllllUnica
tion services, the proposed systep can also be used to disseminate
information througaout the subregion concerning trade activities of
the exchange. If a reasonable amount of business is to be attracted

-to the proposed exchart3c, potGntial trad~rs in th~' ~ubrcgion must be
'kept fully informed of its operations. Indeed, unless these activities
are constantly reported to members, in the subregion the risk exists
that the proposed exchange may be ignored and lose business to other
exchanges uith better information networks located outside th8 region.
This subregional reporting can be arrnaged by negotiation with
existing -financial news services. For instance, in some exchanges
like the London loleta1 ;;;xcbang8, Commodity prices are reported
exclusively by Reuters, although exchanges elsewhere in th8 world
normally permit any agency to report on conunodity prices. In the
United States, for example, freedom ofpcces~ is guaranteed by law
and exchanges sec it as being in their interests to have links ,with
as many neNS agencies as possible. There is no doubt, therefore,
that IlI.lch of the sucCess of the proposed conunodity exchange "il'l be
contingent upon accurate, fast and reliable,telecommunication system
in the entire subregion.

(iii) Need for financial servi~

51. Although the provision of fin~~cial services to ensure th0 successful
operation of a subregional commodity ,",xchanilG could be an extremely complex
subject, for pUrposes of simplicity attcntion llill be called in this stully to
only four of the prerequisites or areas of concern.

62. First credit facilitics for op6rations on t~e proposed e,~hanic will be
needed by the users both to cover margin money advances and to makc sei;tlement
payments at short notice. In normal cases this sort, of credit should be pro
vided by the commercial banking sector. rn,ethBr or not such credit facilities
will be made available to traders at the proposodexchange will depend toa
large extent on eXisting commercial banking pol-icies of the member States of
the subregion. In this respect it Hill be absolutely necessary to include some
form of fleXibility into the statutory provisio'1S of the banks for the extension
of credit for the special reguirerncIits of tl:'3 neB exchange. Commercial banks
in the subregion should 1>.0 able to provide short-ten., credit on a rcasonably
flexible basis. Once the cxchange has been established and confidence has been
secured throughout the subregion, p!'iva"fc_ t'raders in. the SUbregion may involve'
their own assets in thc ,",,,change thereby natui'ally increasing l"vels of activity
and improving the viability of the propos"d exchange. Thus, commercial banks in
the subregion should be given the appropriate guidelines for the provision of
credit facilities to th" exchange and the traders as a special case.

63. The second paramount conCern to users of the proposed commodity exchange
is likely to be of adequate and fl"y~ble foreign exchang" facilities. One of
the main requirement of traders is that they should be able to get their profits
out quickly and without resort to e;:tensive bureaucratic constraints. Subregional
traders at the exchange may ,deh to convert any of their trades specified in a
local currency into an internationally recognized currency. To fulfill this
essential requirement the exchange should have at its disposal a sufficient supplv
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of the major foreign currencies and the exchange should develop some kind of
forward foreign exchange market. The Central Bank of the country Nhere the
exchangc is to be bcatoo should support any existing foreign exchange market
or it should proClO'"e the development of an appropriate foreign exchange market.
It should also ensure that exchange control and other restrictions on users of
the proposed exchange are at the minimum level required to promote active trading
and at the same time retain some element of control. The existence of such
a for"ard foreign exchange market will be of interest to all traders of
commodities at the exchange.

64. A third important areas is that of tay~tion and customs ~tters ar~s~ng

'out of settlements of p'lysieal trade. In this respect, special dispensation
should be given to dealings at the exchange so that the transactions l<ill be
free from customs tariffs, taxes and exchanae control. If, as l<ill be the
case, the exchange is to be sited in a country with foreign exchange control,
it should be accorded a form of free port status by the government of the
country.

65. The fourth area of concern would be the financial viability of the proposed
exchange as a separate institution. The funetional details of the appropriate
type of the exchange would depend on the actual needs of the member States.
Whatever the model adopted, the initial capital costs of establishing the
proposed exchange should be met by the members. As in other cases of establish
ing a subregional institution, the active members of the exchange should be
asked t"o buy shares in the exchangc corporation. The siz,,:,! this "ec,uity contribu
t"ion can be decided by the members themselves aft"er t"aking int"o considerat"ion
the estimat"es of the ar.r>unt of capital required for t"he successful launching
of the exchange. The recurrent" cost"s of administ"ering t"he proposed exchanee
should be considered as having t"wo distinct element"s. Firstly, the costs
relating t"o the commodit"ies that will be dealt in thosc incurred by the exchange cor
;>orationin providing t"hc basic services to th" exchange. Most" tcrminal market"
associations prefer t'O cover their share of th" e"change's costs by means of a
su~cription fee raised from the different" classes of membership of t"heir
associat"ion. These fees vary in quant"ity from one exchange to the other. Some
market associat"ions rais" part of their revenue by means of a small levy on
each cont"ract passing t"hrough the exchange. Charges can also occasionally be
levied for t"he provision of specific services by t"he proposed exchange such as
t"he dissemination of price information. Although it is impossible at this stage
to assess t"he exact" sum of money t"hat the exchange would be able to colIact from
such arrangement"s, there should be lit"tle difficult"y in ensuring that the proposed
exc!Lange will be ~ vi~blv financial cnt"ity.
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C. Potential Problems of Establishing the Proposed Commodity F.xchang~.

65. As the proposed oonuoodity exchanee will be the first of its kind. in the
subregion, it is possible,:tQ perceive the follo'ling potential problems that
may be asSociated with its technical operations:

Banking Facilities and Foreign Exchange

67. After the first few years of its establishment, the proposcd commodity
exchange 'lill be a financial institution in many respects. Thus, it will be
expected to attract a considerable amount of liquid capital. COnsequently
it will require a olose operating liaison with the banl<ing community of the
subregion. " The banking facilities "ill beoome particularly important in the
follmdng tcchnical areas of operations:

/

(~)

(.s.)

facilitating the holding, investment and transfer of the fUnds
oollected by the clearing housc of the exchange;

making avai lable to E£mbe'rs of the clearing house short term
credit facilities;

making available and facilitating foreign excLange transactions
to the users of the exchange.

(i) The Banldng Colllllllnity and the Clearing Eousc Funds

58. If the exchange clearing house is one >Thich would legally becolllD the
guarantor of each contract, then it will be necessary that each contract be
"bonded" with a certain artlount of margin money. Margin money as it is
cor<lr.lonly known in most commooity exchanges, is not a down payment. It is
simply a security deposit posted by each party to a contract assuring the
other party that it inte,<ds to fulfill the contractual obligations: Such
margin money is normally collected from thc parties to each transaction and
is used by the clearL~e ~ouse for meeting scttlements among membcrs.

69. Thcse clearing house ronies, when cash, Can be held and can be invested
by th" clearing house. Thcy can be invested in government investments such as
Treasury Bills, lthen the proposed exchange becomes active, the size of this
pool of clearing house funds can be quite large.

70. In this respect, therefore, the balli<ing community of the subregion will
thus become an ir.>portant factor in facilitating the investment of the funds
and the settlements between members of the clearing hou~e. tfilenevcr settle
ments of accounts are done, accounts at various banks need to be debited or
credited on a regular basis. Within this context, it would be quite difficult
to say a priori whether or not the existing ballidng system of the countries of
tho subregion would be capable of providing the above necessary scrvices to
assure the proper ftinctioning of an exchanGe clearing house. The problem of
transferring of funds within banks in the subregion need to be tacklild by
banking experts in the member countries of the subregion.
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71. Within this context, there is a need to review the present state of the bank
inG systCf.l in tl:c suo4"c::~ion to as.seGG, uh>2tli3r o~, n?t -~be G~~~c~.;i.n8 btulking
practices in the mambo:-· co'..Ultrie's· o~ ·:':~lC su:)rc~ia:l. 'uoule1 be cap~blc
of handling all the types of business transactions which the establishment of
the proposed exchange would entail particularly in areas ofremittances,
credit guarantees and foreign exchange. Hith regard to remittance and
telegraphic transfers, the crucial question is to what extent will it be
possible to remit funds from one bank to the other in settlement. of trans!,-ctions
made at the exchange.

(ii) Availability of credit

72. In a commodity' exchange where prices of commodities change very often
and settlements are made periodically, credit facilities are needed for
operations on the exchange. To the extent that funds may not be available
so easily, short term borrowings must be used by members to settle their
payments. This credit should be prOVided by the commercial banking sector.
Therefore, bankers in the subregion should be ready to extend the necessary
credit for financing trade concerning agricultural conunodities. But since
different conunercial banks are operating at present in the countries of the
subregion, their credit policies may not be co-ordinated. Somc commercial
banks in some member countries may like to extend say overdraft facilities
for operations at the exchange and others may curtail these facilities due to
policy consideration of one sort or another. In this respect, therefore, the
banking community in the different member countries of the subregion need
also to work out a common line of policy .Iith respect to extending credit
facilities to traders at the exchange. This means that officials of banks in
the subregion should be able to do whatever would be possible and consistent
with their national economic policies to facilitate the availability of credit
to assure the smooth functioning of the proposed commodity exchange.

(iii) The problem of Foreim; S:xchange Control

73. At present several of the countries in .the subregion are faced lIith serious
balance of payment problems. As such exchange control measures are used to
support other policies designed to achieve equilibrium and stability in the
external sectors of tt~ir economy. One of the moSt paramount concerns of
likely traders at the pr0posed exchange llould be .the need for haVing an
adequate and flexible foreign exchange fac ilities at the exchange itself.

'/4. In the light of existing foreign exchange constraints in the area, and
to avoid unnecessary outflow of foreign e;<change, it may be necessary to set
a IllaY.imum ceiling for transferring foreign exchange out of the country nhere
the exchange will be located.
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75. In~ther .words, for a successful ope~ation of the exchan6e, exchange
control practices would need to be minimized to the extent. possible so that
commodity traders would have less problems with respect to the transfer of funds
within the subregion. If a subregional commodity exchaJi,ge is to be .successful
in promoting trade in agricultural "commodities, there is a strong need to develop
a more extensive and liberalized foreien exchange market so that low cost foreign
exchange cover can be obtained. In this respect, there is. a need to remove
'trade barriers and exchange controls too as much as possible.

(iv) The ProbleClS of Transport and Conununications

75. As stated earlier, a reliable and rapid transport and communication '"
network is an essential prerequisite for the effectiveness of a commodity '"
exchange as a marketing forum. As far as transport facilities are concerned, ,
some of the countries in the subregion are is~ands w~ich are largely dependent
on foreign shipping lines and to a certain extent on air transport for trade
with .the other countries. Others are land locked and depend on transportation
facilities ofneiehbouring countries for access to the sea. Only some countries
in the subregion have direct access to the sea. But not all these countries
have adequate transport and communication facilities to provide for the traffic
of the neighbouring lan~dlocked countries.

77. In addition, at present several bottlenecks exist in the transport system
of the countries in the subregion. These bottlenecks constitute major
impediments to the expansion of commodity trade among the Eastern and Southern
African States•. Spme of these bottlenecks arise mainly as a result of gaps in
the existing infrastrUcture of the countries in the subregion. The inefficiency
of the rail transport system in the subregion and the lack of adequate port
facilities as well as the inadequacy of the existing road networks could be
serious deterrent to the expansion of trade in the subregion. In most of the
countries of the subregion, the load that the new exchange would place on
existing transport and communications facilities could be quite substantial.
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VII. ~zation and NanageJnP...nt of the proposal teclmical and operational
ity Exchange

78. The organization of the exchange is the Il'Ost important element in assuring
its success. If the proposal excllcUlge is properly organizal, it will attract a
great deal of interest fran various business groups anCl. this diversity will make
it possible for the exchange to De a market. Proper organization is also :iIrp:lrtant
in developing the cralibility 0;: the institution.

79. There are undoubtally a variety of ways in which an exchange could be
organizal. 'fue usual procalure is 'co fonn a Corporation and sell the shares to
interestal parties. The pool of fu..ds gel.erai:ed \Yi.ll be the seal lI01ey for
developing, staffing, operating a"1d pra-,'.Jting the exchange. However, it is assumerl
that the proposal exchange will be a scw;:egional exchange whereby different member
States of the subregion ~.r.i.ll be troding agricultural crnm::dities arrong themselves.
It is also assuned that like Il'Ost c:orrnodity exchanges, the proposal calilLdity
exchange will also be a l:"~" =:::'"::. membership association. within the frame
work of the above assumption, the f.1?m features of the exchange should be as
follows:

A. Tba Exchange CorporatioI1:

Primarily, it is sugge~:ted that the affairs of the proposal exchange
should be direc-tal by its C',", Board of Directors the members of. which
should be electal fran amcng ;:-c;:n:e="1tatives of the member States of the
subregion. The main re'-~XJnsibilit':es of the Board should be in matters of
general policy deve:'.q:m311t of tl'2 eY.ch2i.ge, approval of manbership
applications and enforCl!'.3 disd.plir.e. The Board should also be responsible
for establishing and ,JIl1ending l?.zcr."""1ge rules. At times, the Board may act
in a jtrlicial capacity in cc:Ju::tir.g heari.l1gs involving members misconduct.
In general, it s~ould be the auty of: tl1e E:)~d to enforce the rules and
regulations of the excha".ge and to require ohedience thereto fran all
members of the cxchznge. :;:"1 acL~H:io", tl'; Bo:rd of Directors will be
expectal to;

(al decide on al1:" Ch:~g2 L1 ,:)l" be.!:5.:: Fo·.ici.es and tasks of the exchange,
(b) approve \\Ork r:c.;T.·::::a::e <.:-:.:1 f~·,:.':"1;.~,-'.:::~~:: ~

(c) appraise the Y-·:"l~~.r)e3 z·;!:~:·jt:-m!-..1.-~r~ c.c;:lvities of the exchange and evolve
imprOVeaE?"::-:'s of i ts cl::~-at,icl:.~;

(dl consider aPe! a6cpt tli-" l"(~)J~,::t of the ~1anaging Director on the
expenditures 2l1.d the aC:1ic".:"'~i.1'Syt.J of th9 exchange.

It is also suggested th.,~, a'.til GUc.'1 '~:.lT.e that cemrodity market associations
are well establiEhed in the sl.±region tc aFFOjnt their own directors, the
proposal interim Bacrd of D~_~'c"'Ctcrs sho\'ld be responsible for inplementing
policy guidelines a:-a e,ctiviti.es ;-:h2.t \'Iill be assignal to the exchange. In
alnost all its dealings, the; prorosoo i."1Cerim Board of Directors should act
in close consultatio':1 wit.h the ccmt.:ibntil1g memb"J's of the exchange.

00. Initially, therefore, the in';:srim Bocrd of Directors soould consist of
representatives of founder rri"rober StatGs. But as the exchange develops and !!'Ore
and !!'Ore caillolity associations il":e fon:te:1 b tIle EUbregion, the permanent Board of
Directors should incltrle all tl,8 cJ::-;i.~~, of carrroditv associations so that the
permanent Board of Directors may b2c= i:'Yl executive <:me chargerl with the day-to-day
OOministratian of the proposed CCh X".'iity exchaC1ge. In this way, it is anticipatal
that gradually the COIlp:lsition of t."", Board of Directors will represent propor
tionally the interests of carrnodity associations at the exchange. However, during
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the early stages of the establishrrent of the proposed exchange, as it is assumed
that there will not be culi<olity associations operating at subregional level, it
is strongly suggested that· the interim Board of DirectorS shoold be C01lPOsed of
nanber States of the subregion.

81. within the above frarrework, the daily administration of the proposed
exchaI¥Je shoold be. in the hands of an awainted and salaried Managing Director,
anplayed with the approval of the excha."lge BOard. 'Ib2 Mmaging Director, as the
chief executive officer of the exchange, shoUld be assisted by such other officers
and staff as he deems neG!3ssary. The!':'ain duty o~ the Mqnaging Director shoold be
to implanent the policy dir~ves of the Board of Directors. It is suggested that
there should be seven substantive departments urrler the Managing Director. Each
Depar\:Irent will be hecrled by a manager as indicated in the organizatiorial chart
of the proposed exchange. Each of the above managers sho.lld have support staff
urrler his supervision. 'Ib2se nanagers should be appointed by the Managing Director
after obtaining approval of the Board of Directors. 'rhus, during the first ffOM
years of the .establislmmt of the exchange, the day to day running of the proposed
exchange should be delegated toa M::naganent Cortlit;tee under the ~shipof
the Managing Director. The t1ro'1.ager.ent Ccmnitteecan in turn appoint other CClTI1Iittees
to perfonn various functions including ser:arate marketa:mnittees to suIervisethe
comuct of each cumolity market.· L, the long :tUI1 the pennanent members of the
Market Comtittee should be elected :fran the lt1€I11bers of camolity Market Associations.

8:>.. The organizational structure suggested above is 00[[(011 to mst exchanges
that are oonstituted as self-governing institutions. It is danacratic, simple
and econanical as it allows the exchange and its markets to be operated with the
rnininun of expense on staff salaries and office aco:llIlodations. As the exchange
will be a ncn-profit manbership association in the long-run, it should be a =rporatioo
limited by guarantee having no provision for the distribution of profits or surpluses
aroongst its nanbers. It is not awropriate that the proposed exchange be profit
making because its incare will be derived solely from dues paid by its aNn manbers.
If therefore, the proceeds fran cc;ltract levies, rranbership subscription and
interest earnings on capital are in excess of tr_e outgoings, the exchange should
make reductions in the charges m =bers so as to lCMer the cOst of trading. Thus,
the exchange should be run in such a way that it: does not make profit nor makes
heavy losses. .

B. !-BnbeJ::ship

(i) full rrarbers

53. In the early stages of the establisl1me;1t of the exchange, it is
assumed that the exchange will start out "lith few ccmncx1ities. In most cases,
~ only cne carmcdity is being traded at the exchange, the principle with respect
to manbership is to start with small meirers and keep it exclusive. The nucleus
of this first oolilolity market should consist of a srrall band of dedicated
suworters of the establishroont of cc;mrodity exchange in the subregion. The main
reason for this suggestion is that large trading volunes cannot be expected
during the early stages Of the life of any new c:x::moodity exchange. The nunber
of traders participating in tlJ,e exchange can also be very small. Another reason
for keeping initially the manbership small is that the necessary arrount of
dedication or effort required to create a new exchange may not be fortho::ming
unless the r€Mards for such efforts are crnmensurate. In the early stages of the
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establishrtelt,it is an obvious fact that nanbers IlU.lSt be prepare1 to [ace the-,;
risk of loosing in the tXllliOlI cause of getting a new exchange on its feet.

(Hl Associate rrariJers

8l:.. The other category of manbership, saneti.rres kno.vn as "associate rranbership·
sOOuld be available to those who areintGrested in calliodity trading but are not in
a positicn t9 eemnit thanselves to full manbership. In rrost tXlmolity exchanges,
this type of ~ship is desiqnaiprimarily for those involved in trade in a
particular type of o:Jillolity. Associate manbership, since it carries the right to
trcne throu:Jh ,full manDerS at reduced camli.ssions, is often oonsidered reasonably
e~p. '

(Hil Multi-oomOOity exchange

85. If 00wever, it is desired to establish a multi'-tXllllolity' exchange in the
EasteI:rl,~ Soothern African subregion, it ~d be necessary to take the follOtlings
into" aq:xront, in designing the basic structure of the exchange.

(al

(bl

I"

(el

In establishing a'multi-cx:mrcrlity exchange, as the iiolune of trading
involving the various cutllolities cOuld be substantial it is"neces~
to develop astidlgclearing and guaranteeitighouseWithin theexc@nge
1't'se'If. ' . ,

: i."

.....
,In ..additicn to the clearing house, it i,salso necessary to' establish
cull10lity marketing associations within the exchange itself. '

~ .

In.the case or a subregional~lti-a:.:lfiolitj. ~e"th~ nece~~ity
for'the al:ove organizational structure¥ises franthe ve:tyfuarked
differences that inevitably exist between the trading'terms' and rules
and regulations applicable to such differing tXltllolities as grains,
tea, sugar, cotton, livestock, etc.

86. It ~ld be unnecessarily and urrlesirably restrictive and canplieated to try
to include rules ax1fj regulations for all of than urrler the aegis of one exchange.
It will be useful to hElve sorre exchange of ideas between those concerned With one
cu,ilolity and another.'That is why it was suggested earlier that the chairman of
individual culliolity associations should ,be'the nariJersof the Board of Directors
of the proposed canrodity exchange. .

117. lkJweVer, when settinj up a multi-canrodity exchange, in rrost cases differing
requirerents make it desirable that only those closely involved with each individual
cutilodity should finally determine the teImS and conditions for trading in that
particular cutllolity.

88. In addition, it is also suggested that each culllolity market association in
oonjunctioo with the Clearing House, shJuld be responsible for the orderly'oon:1uct
and disciplining of the market in that camodity. Encouraging self-regulation in
each tXllilolity market will result in a rrore satisfactory operation of the eattrodity
market.
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89. It can be seen from the fe-regoing analysis tlk"lt, if it is desired to
establish a nulti-cemrodityexchi.Jlge in the subregion, the proposed exchange
should be divided into self-ccnt'lined units providing facilities·:for trading in
each of the c:crnoodities. Each \J"1it ;Jhould be administered by the. appropriate
ttltllodity association \'/hi.c'h shedd be responsible for payrrent to. the exchange COI;X>
ration of all costs directly e.;:tributable to its m::rrket area and for the
administration of trading uithix: itz a.m. market.

90. In a multi-ccrnncdityexc'1imge, the main resr.(Jnsibilities of the varioos
ttllllodity associations should incl'.::le SCiTe of the follCMing basic; functions:

(~)

(f)

. (cJ)

(~)

To provide trading, an~ C0:ltract a"1d arbitration rules,

Supervision of trainin; p:::ocedures for j18'>'lly recruited. floor nat1bers;

Supervision of tr&dir,g practices with respect to each ttlllto:lity tradoo
at the exchange;

ProVision of Boards of arbitration to deal with disputes, in accordance
with the arbitratio:.... 1.v'es of the associations;

Control of grodjl~g F:·~'-:;Cl.~':e;-3 in c;Jnnexicn \-r.Lth rules for tendering;

Centrol of discipline i;1 the respective markets;

Day-to-day adm:ir.ist::c:do:1 end resolving of erergency situations;

Control of the resp8ct:iva associations investments.

'!hese broad responsibilitie::: of cartl'o:Ety market associations can be
sumnarized by saying that '.:.l1eir priJrary function should be a close managarent of
trading ard longer tenn planrung.

91. Within the aOOw structtJral fr=,,;J1y., t):2 c:cganization chart of the proposed
exchange is shOwn in able 3 of the Acu,,-v.. iJhLe the proposed organizational
structure is desigr:ed .;:'J fulfil tl'e nS202 c1' a ::·.J.:,regional CXltllooity exchange at
its full scale of operat-:'on'~. t.r:·2 ,,c'".'-L,1 ::,lD.::ezc.c:1t of the envisagoo Depart:mant
Managers should be resar-ted to Cl:Cb2r cure:':"ul aS3es:::.r.ent of the need to fill each post
an:1 keeping in view of the l:d::'d up of ac-!:ual 1 )"':( load, success an:1 acceptance 01;
the work of the Exchange. 'IrrJJ c::;S'.:a~:: t;1at ct.2 ex:::lunge can start out in the
beginning with a very lim'c7.ed n',,",'L,,-:,:: cf profeu:::or-.al c:n:1 support staff.

VIII. Exchange viability, Reso~c;C3 and ~d3~C.

92. It is assumed that ti,e f~;:l"'cial viability of the proposed camo:lity excl'lan:Je
should initially depend on the willingnccs of t.'1e mo-nber States of the subregion to
contribute their share at least fo:: the fi}:st: ff'M 'leers.

93. It is also assurred thc"1.t the GXdlimlJ2 should be fu;,dEd in the !:;leginning frem
rrenbership contrihltions. It is iliSD assu±ned that the exchange srould adequately
charge its manbers for its sekvices vith a vie"l Lov;::rds obt<-uning =plete self
sufficiency after three to fccr yea:::s o~ operat:'on. As the exchange will be a
non-profit organization, it is also ass!JmeQ that in the course of its operations
surpluses deriVE!d frem its activities will be fully re-invested into up-grading
and expan:ling its activities.
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A. COsts/Benefits of the Proposed. Agricultural CamDdity Exchange

9L,. A oostjbenefit analysis is usually made in terms of input and output data as
related. to productive projects. However, the establishment of an agricultural
conm::x'lity exdlange does not involve dire::t productive activities. Within this
context; it may be urrlerstood that the nature of this project is quite different fran
that of otherinvestIrEnt projects where a costjbenefit analysis can be made in
terms of the conventional input-output analysis. The proposed exchange would
merely act as a central place v;here actual trading in agricultural CCiillodities
\IO.lld take plaoe among the IlIE!l1bers of the exchange. In this regard, therefore, it
will not be possible to quantify in concrete terms the benefits of establishing
the proposed. carrrodity exchange. IIcMever, it may be possible to identify sate fore
seeable benefits rrostly of a quali':ative nature, of the exchange itself.

(~) costs

95. '1lle estimated. costs of running the proposed. exchange during the first three
years of its establishrrent are pronded. in Table 13. 'Ihe cost of operating the
exchange during the first year will be U5$695,800. 'lbis includes costs of personnel,
capital and operational expenses required. during the first year. However, during
the second and third years of its cperations, as II'Ore and rrore professional staffs
1OOUl.d be required. to carry out the normal functions of the exchange, the persorme1
costs and the operational costs are expected. to rise to U5$861,000 in 1984 and
U5$1,020,150 in 1985. '!he total costs of 8Stablishing the proposed. exchange during
the first three years is anticipated to reach U5$2.5 million.

(£) Benefits

96. 'lllough the above costs are expected. to rise during the first three years of
its operations, it is vlOrthy of note that the lcng-tenn benefits of the proposed
exchange could be far reaching. Tho;.,gh these lc:.g-term benefits cannot be quantifioo
in concrete terms at this early stage, it is anticipated. that the establishlrent of
the proposed exchange would have the follcJ\<linq ITajor benefits:

Increased Agricultural PrrdClction

'n. The establishrrent of the prcposed. cc:rnro:1ity exchange originates fran a concern
that at present the expansion of trade in agricultural carmodities arrong the
countries of the subregion is hampered. b'J the inadequacy of marketing information
and other comitions suc.1'l as prices cance..'"Ili.ng trade in agricultural CCil1lDdities
arrong the manber countries of the subregion. In this respect, the primary benefit
to be derived. fran the proposed. exchange would be an increase in the production of
agricultural carm:x1ities throughout the subregion. As a result of stepped up denand
for the relevant products prcxiuction of agricultural CCiIItooities w:JU1d be aimed at
satisfying not only natioi1al =ket but also the enla.!"ged PTA subregional market.
The increase in the size of the subregicl'lal PTI\ market would eventually lead to large
scale proouction of agricultural camodities in the subregion.
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98. Related to the increase i'1 pn:.du.::tion U.e esbblisbrClent of the exchange
would result in an additional benefit, that is, the stc.:::ia...rdization qlf cemnodities,

tlle grading thereof and the fixinJ of contracts for the =m:Jdities related theretx>.
Trading at the exchange would also encourage pranpt polyTOOllts at the tin'e of
delivery. 'fue priCes of ccmlicd5.ties would J:e determined by open outcry of bids
and offers. T'nis is e;,.-pected t-J ensure f::-ee CCJ!!1P2titive pricing of agricultural
eatIIlXlities at th9exchang8 "cd at t:18 C:Jme tilre J::!ild up confidence in intra-African
price detennina-tian lllEcl-)anisrrs.

Foreign E:tohar.ge S3.v5.nc 3

99. When trcde in ag;:-icultural "armolit:'es is well developed a!'!'crlg the oolmtries
of the subregim, it is expEY'CErl ~c';at imports of agricuitural camodities that
originated previously c.lcside the ;;ub::-egicl1, would l:e J:cplace:l ITf imports originating
in the oountrie~ of the sth,~egici1. T'ne tenefit derived, in this respect, w:lU1d be
to encourage appropriate i.qx,rt oh::~i+:u"ion and ccr..sc-que:1tly e.,able countries in
the subregion effect savin;:; in 1:11, U:;8 oE scare," fo]~cigr: exch~lg9. Though this
benefit caJ1.not b8 qua::tificd b rx: ,cr",~'" te:r:cs, ib c::fect could generally be said
to J:e substantial.

100. At precent the inCldequaC"f 0:1' cp-to-dcte n>Zck0t bforrm".:icn on agricultural
ex:tlllooities oonstitute~ a cerious constra:ir.t en t11e dc,-elOJ:m2nt of intra-African
trade in such ccnm:rlities. The:::oforc, ene of the prilr.2._Y J:enefits to be derived
frcro the proposed excha!y,re \,uuld be tr.e deve'.q:me.'lt and strengthening of trade
infonnation cn agriC'll';LyaJ c=ncdities. 'Ihis!.s J:-eCe,use the exchclnge would be
an advertising cehtre for tb.e ava:..i.abi.1ity, pricin], supply and danand of agricultural
a:mrodities in the s\.1bregic,:1. I:l this res-pect, the prc1X>sed CXC1:'lIlge would be a
focal point in p::oviding c=litY!:\"'ll-!':ct in[O:'7,'.Ci.Gl. In C:JU:Cse of pursuing its
daily activities~ -G1e E'zchLlr.g3 \\:~;".lld collect: a2:1 disE"eri.::.ate information as well as
other releva~t ::(lC;';:g::o,;n.J .i.-t!fC:i'1r.aticr. C'"!, i.l1~.pr alia, tr&:iin; f.XJlicies and practices
which "~uld f ,'l't--<- tr~-" '-cot- -=,~ -,·-t::-'a;::--"= ~-,~_. -,' ,....v acl. ~ d_e u,~ .... _V':.:,.~\,_~, .• C,.... L..:.. ":"_'_." (JJ... w1e oJ ............. e::::;l.G.ll.

101. The pre·x....... ,,,, r. tr '0; ·v ~'c·-" -~ 1 .. -1't--". t' .".-." f the' .~,,-._, __'1 0,1. act. _n <"~:;,.L.L. l,.:.J_ ....~ _t ':XlT.ll._ ..,l ......Le,;:,,) ,..:.11.."0'.....'::> .. .,;. t.i1€ use 0 ,

exchange facilitiGS l-lC'''.1~J L-~ v· ~ a fur~:I~,c:r be:.':; ~it c£ c.ev210;li.ng ce...~ications

facilities.. '_he."': is .Cc~.;t.~:~;2 c.c.:Ct~c:~:e ~:::1.d fani: tele-:am.u.T1icatia.1S systans are an
important feab:.rc of ths C::>2::-i',ti.0:-23 of the pn'jCOsed exch:ll1ge. In fact, theJ;e. should
J:e an efficier,t telex faciJity ~!h".ch would ce,'"eet Un ex::::hc:-ge 1/iith CCJ!TlllCXiity .
buyers and sellers in Cl:'l ·tl..e ;X)'Jr"tries of -:j-'_-~ sub::~:;.S~--'_'~~. ~s basic rsquire:nent
of an exchange w:Juld. rove th8 l'l';::'.r,~ate beneEoc of :l17pc:-0';ing the existing camumica
tions facilities b tPJ3 subreg:lo:." ':'ele]!"ilphk trw-.sfer of fUl1.ds for clearing
and polyrrents CL""rangere:nts wc:·ull, therefcre, ,,1,;0 hav.3 1::'0 bo,-,efit of developing
subregional banking co-operatiofL

1.02. In the ligrrc of tl.e 2'.::0.".:., ::.t oou: j l:c dead:' SEi',x that the proposed exchange
IOOl.l;ld confer substantial ips.Gfits, ai.thouc;1 t:,e latter (;0u11 r.ot be quantified
precisely due to the lk".ture of t[;2 project. in'JOlvaL In relation to these benefits,
=sts sean to be relativel:! b.?a.lL
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B. Sources of funds for establishing the exchange

103. It is assumed that, unlike other crnmodity exchanges, establishErl elsewhere
in t:h; world, the proposErl exchange will not be financErl initially by a private
group of praroters. A subregional institution like this is likely to experience
its acutest financial problens Luring its forrrative stages. Accordingly, in order
to ensure that the proposErl exchange gets off to a good start, that manber States
of the subregion should be prepared to provide a launching contri.b.1tion.

104. It will also be necessa::y to sul:init a project request for African Trust Funds
for tre establishment of the e:{change and for its first three years of operatien•.
It is suggestErl that finance should be made available to the exchange during the
first f~ years of operatim.

105. After the initial eFltablishr1ent of t.he exchange, since it is assumed that
t:h; exchange will become opcratioml, sufficient rroney can be raisErl fran the
following sources:

(i) !-Bobership fees

(ii) Annual subscriptions ard sale of publications

(iii) Levies on contracts and taxes en the users of the exchange for
services offered.

lcti '!he question of the cost of rrat'bership and the possibilities of charging
subscripticns to cover operating costs cannot be resolvErl at this stage either.
Q1e does not km:M what the =ket will bear. Therefore, the mariber states of the
subregion should be the first contributors of funis through their subscriptions and
grants, to get the exchonge startErl. The total cost envisagErl for the first three"
years of the establisrnent of the exchange in about US$2.5 million.

107 other various sDt;rces of fi::'l;:cing can include:

(i) Grants fran oU~r,r developed countri es;

(ii) Grcil..ts fran ,\friCaJl financial institutions;

(iii) Co"ltributior.s from othsr united Ka":ions agencies.

108. In addition to the ,:rove sources, oil-rich African countries can also be
approached to extend a helping rond durir,g the early stages of the exchange. It
should, n::x.ever, be stressed that tlle member States of the subregion gh)uld playa
leading role in finc'-.,cing the establishment of the prornsed exchange in the subregion.

C. Staff Requirements and Annual Budget

109. Unier the above assurrptior.s, the follCll'!ing estirrates of annual btrlget are
presentErl for considerations. The number of managers and supporting staff has been
deducErl fran the organizatio:lal dmrt presented in Table 3. The actual number of.
requirErl professional and suppor6ng staff for the period 1983 to 1985 is also shown
in Table 10. Estirrates of staff costs and other operational costs are also indicatErl
in Tab1e 11 and 1:' respectively. A S'JImlary of estimates of total budget requirErl
for the first f8\<1 year3 of operations is shCMn in Table 13. According to the above
estirrates, the annual budget of the proposed exchange will run fran U5$695,800 in
1983 to U5$1.02 million in 1985.
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IX. conclusioos and Recarmendations

A. Calclusioos

110 '!he prec:edinJ chapters of this study have dealt with the general ecooanic
features of the Eastern and SOUthern African States with particular reference to
the proouctioo and marketing of agricultural o:mrodi.ties and, consequently, the
need for a subregiooal agricultural ccmrodity exchange.

111. In the above analysis, it was pointed out that ooe major obstacle to the
expansioo of trade in agricultural CCltuooities ClITQ'lg Eastern and Southern African
States is the laek of in..:uc,ud'W.01l on the avcu-tdi:>ility, pricing and othar ccnditions
ClalCElning specific agricultural CXilIlDdities including foodstUffs, to be traded
between II'SIIber States of the subregion. It was also pointed cut that at tiloos
particular agricultural o:mrodi.ties -,uld be in suxplus in serre CXJ\lIltries of the
subregicn while other countries are short of them. 'n1e latter COlU'ltries often
b1y a go:xl prCJiX%ticn of their require'nents of agricultural oouliodities fran cutside
the subregioo. In !lOSt cases it has been found out that these CXllllltries buy their
requiranents E!Va1 fran outside the region at great i:x)St to themselves•.

112. 'n1e main~ of this study is to consider the feasibility of establishing
a subregialal CX1lfiooity exchange which \'>Culd assist in overcaning the above problans
and ~, at the sama tiroa, strengthen trade relatioos in agricultural CCllliWities
within the subregion.

113. While assessing the need fer the establislnient of an agricultural CCllIlLXlity
exchange it is indicated that such a subregional exchange w:Ju1d in nany ways solve
the existing marketing infonrotioo problEm within the subregion. It is also pointa:i
out that the establis1"lllent of a comro::1ity exchange \IUlld eventually S\l.Wlemant the
CI.ln'ent marketing arrangEm"J1t within the PTA.

114. 'n1e study has dernms'CrC1tcXl ~,:lt the eccnccnic and marketing advantages of
establishing such an institution ffi:e nu:nerous. The prop::>sa:i exchange will initially
oonstitute a focal point for the diEseninatioo of trade infonnaticn within the
subregion. It ~uld also provide procucers and consumers of agricultural ClamLXlities
with continuous marketir:; facility. \'Jhcn the exchange is fully developed nerOOr
States of the subregion would be in a position to trade am:mg themselves so easily
that depenjence of theS8 cou~t::-ies to external market will be lessened. It is also
expected to provide equitable o;:porltLrUties of trading to all Ila!tler States of the
subregion.

B. Recatilieirlations

115. In the light of the above, the follCMing recame'ldations are made:

1. that a fonnal agreement ~cifying the terms of the establistment of
a subregional agricultural o:xmoclity exchange should be formulated
and agreed by tho man/y>-r States;

2. that oonsideratian should be given to specific agricultural CCllilcdities
l'lCmilly, maize, wheat, rice, meat and livestock, tea, sugar, cotton and
vegetable seeds and oils;
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3. that in this respect, articles of agreem=nt for CX1lilooity associations
am rules am regulations 00 trade in the specific agricultural
camodities, contract specificaticns and terms of trade sIDuld be
fOIm1l.ate:i and agreed upoo. by the members of the propoSEd agricultural

.. camodity associations;

4. that the proposed agricultural cerrmodi.ty exchangeslDuld ccmnenoe
q;erati= as an infoIl'llation centre ~ch ~d dissaninate lXAlllodity
marketinfOIl'llation to the nanber States of the subregion; -

5. that the exchange shrold by 1984 start tradiJlg in physical goods 00.
the basis of delivery either :imrediately, that is, "spot" or at .
specifierl future dates, providerl that trading in futures market be
developed gradually; .

6. that a w:>rkin:J. party be set up consisting of experts fran manber
States of the subregioo to draw up an agreem=nt for the exchange 00
the basis of a sUitable set of tenns of reference am a timetable
for iItplenenting this project.
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X. Statistical Annexes

Table 11 Eastern and Southern Africal Agricultural Trade

Total and wi thin the Area

(in $ US .... ) 1974

Agricultural Exports Agricultural Imports

Country
to From theTotal other 13 % Total other 13 "Angola 220 4 2 50 1.5 3

Botswana 25 1 1 15 0.1 1

Ethiopia 235 3 1 18 0.8 4
Kenya 290 38 13 80 16.0 20

Lesotho 12 34 1.0
Madagascar 185 4 2 38 1.0 3
Malawi 106 8 8 24 12.0 50
Mauritius 281 8 3 98 1.6 2

, ...
I.bzamhique 200 16 S- 50 5.0 10

Somalia 55 1 30 9.2
Swaziland 100 4 4 12 0.5 4
Uganda 280 13 5 20 13.0 65- -,,,... ,... -
United Republic

290 16 6 150 17.0 11of Tanzania

ZaJnbi"a 23 19 80 i\J 9.0 13

Total 2312 1]6 6 690 85 12

Sources: National Trade Statistics
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Table 2: Eastern and Southern Africa: Leading Agricultural Trade

Commoditv Group! (in $ US mn.) 1974..

Commodities
Exports of the Imports of the

~I "14 countries 14 COlDltries r s

Co~J~~.
·688-·.. ···...- 2 0.3

Sugar 393 33 8.4

Sisal 192 0 0

Cotton .127 5
"'"~ __ •• H. _. ,••

3.9
Tea' -- .... 118 4 3.4
Vegetable Oil 101 37 'f>.,7

Tobacco 97 16 16.4

Live Cattle, Sheep & Goats 70 18 26.0

Pulses 60 8 13.3
Meat 21 ...2 4.2
Total of above 1847 1]2 7.1
Total Agricultural 2312 690 29.8

Leading Import Co'mmoditv Groupings

Commodities IIIports of the Exports of the
~14 countries 14 countries r s

Rice 92 8 " ._,.. ~.- 9-

Wheat and Flour' 174 0 ".-..- ..

Maize ..-...- -~~._. 54 21 39
Dairy Products 40 10 25
Malt ~ 0 -- -
Total of above 385 39 10



Table 3: Eastern and Southern Africa: Production and Trade in Cereals
~ H '" 1974-1978 in 000 HI'.,..,
·ri >< Q.l
~"'bO

"'<:1m
"-<:10.>«

Imports Exports"- Productionm
.>: Countriesm

1974 1976 1978 1974 1976 1978 1974 1976 1978lIJ

'"H
"- Botswana 55 124 106 22 21 25 10
0 Burundi 699 301 293 7 11 15A<

I H Comoros 16 19 21 19 14 18p
Ethiopia 4,424 4,665 4,266 5 92 12 9I :<:

I "- Kenya 1,979 3,230 2,928 15 12 93 80 119 181«

I
0 Lesotho 211 251 211 52 70 69 2[iJ

Madagascar 1,988 2,179 2,081 102 78 261 7 7 2
Malawi 1,402 1,248 1,554 17 43 12 42 " 11J

Mauritus 2 2 2 160 137 143
f/bzambique 801 756 645 62 177 191 260
Rwanda 192 234 242 3 9 8

"I Somalia 303 227 237 42 123 l24,
5>raziland 125 104 98 15 17 17 2 2 2
Tanzania 951 1,518 1,737 431 97 184 1
Uganda 1,774 1,598 1,700 34 17 17
Zambia 811 1,220 989 95 86 110 III 9Zimbabwe 2,061 1,785 1,790 79 25 24 53 65 65

Total 17,794 19,461 18,900 1,160 1;029 1,323 307 208 521

Source: FAO Production and Trade year book Vol. 29, 30, 32.



Table 41 Eastern and Southern Africal Production and Tr<>de in Sugar

1975-1977 in 000 Tons

~

oM
OM
~

~
u
2
,...:jH
:=> ..:t
::<: x
....... '" '"~<::te
u <:: OJ
iii":""

Production Imports Exports
Countries

1975 1976 1977 1975 1976 1977 1975 1976 1977

Angola 40 50 60 7 45 51
Ethiopia 1)6 146 135 - 7 26 4
Kenya 174 182 175 20 52 39 1
Madagascar 124 114 110 - 41 32 32
Malawi 68 86 98 0.1 31 45 57
I!.auritus 468 731 715 - 498 551 524
Imambique 228 248 250 - 52 6 37
Somalia 36 29 32 13 23 54
Swaziland 224 209 226 201 194 214
Tanzania 110 106 114 12 21 18 24 11
Uganda 40 21 23 0.2 18 3
Zambia 85 84 95 0.3

Total 1,733 2,006 2,033 40.4 132.2 183 849 821 879

Source 1 FAO Production and Trade year book, Vol. 30, 31 and unofficial information.



Table 5. Eastern and SCUthern Africa: Producticn and Trirle in cotton fibre, 1975-1977 (in tans)

r-t-1"".....
·.-iX'1.l
~"'''' Q:m1tries Production Imports ;: x p 0 r t s/'i'\t:et
~

1975 1976 1977 1975 1976 1977 1975 1976 1977><
"-ro Angola 13,000 13,000 12,000 11,724 6,037 9,800.>:

OJ
LQ

BotSl'1aIla 1,000 1,000 1,000 8)8 1,772 73"H"- Ethiopia 18,000 24,000 24,000 401 95 - 4,5)8 2,404 4860
0

5,000 2,010 2,731 2,700 3,8)0p, Kenya 5,000 7,000 2,073 322H

~ Madagascar 10,000 13,000 14,000 _.
1,742 2,177

"-« lllalawi 6,000 6,000 8,000 60 2,193 2,028 2,0000
Vi

M;Jzanbique 28,000 28,000 30,000 17,798 16,347 6,200
Scrnalia 1,000 1,000 1,000 212 210 210
SWaziland 6,000 6,000 6,000 3,905 980 1,100
Tan;ania 42,000 69,000 59,000 47 30 39,674 57,581 40,700
Ugurrla 35,000 41,000 41,000 25,377 19,301 10,400
Zambia 1,000 1,000 1,000 3,900

Total 166,000 208,000 204,000 2,730 2,877 2,910 113,677 94,081 73,253

SCUrce, FNJ Prcductioo and Trade Yearbook, vol. 30, 31 and sane unoffich1 infoDl'ation.
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Table 6. Eastern and Southern Africa, Total quantity of imports of oils and fats!!
1976-1978 (in thousand MT)

COUntries 1976 1977 1978

Angola 8 46 47

Botswana 2

Burundi 1 1 2

Ethicpia 3 1\ 3

Kenya 55 58 59

Ie50tiP 1 1 1

Madagascar 22 13 13

Malawi -1 4 3

Mauritius 21 20 20

lbzambique 7 ,1 5

Rwanda ·1 1 1

Seychelles 1 1 1

5analia 6 12 16

SWaziland 1 1 1

Tanzania 27 28 29

Uganda 2 1 1

Zambia 24 20 19

Total 189 215 221

Source: Fro, African Corcmodity Intelligence service, No. 04, 1980.

Y Inclu:iing the oil equivnrent of oilseeds.



Table 7. Eastern and Southern Africa: Productioo and Trade in Moat, 1977-1979

Soorce: F]>J) Prcxiucti.cn and Trade Yearl:xlok, vol. 30, 33.

Y Beef and Buffalo rreat. y SI'l(; - 011 fresh, chilled or frozm rreat.

Y SI'l(; - 011 fresh, chilled or frozen rreat.

Production = '000 Mr



Table 8 Eastern and Southern Africa - Proc1uction anr1 "'ra"" in 'rea

1977 - 1979 (r" tons)

rmoorts

1 000 J'OOO J JO,

1977 1978 1979

5 747 7 763 8 6~<

1,2

7

;Xnorts

1977 lQ.,g 19'7q

1 390 1 ;>e:ll 1 <;4<;

75 6c;/l 93 ?'\~ 94 O?c;

?9 9101 31) 777 .<1 QClh

< :ng 4 1,<0 < '399

17300 10000 U ()<)()

5 367 e: 11e: 4 1,00

2 2

11 977 14 ql'\7 Ie; 0?1,

15 039 II 5h< 1/,P

7044

18

29

7

Production

1977 1978 1979

1 000 1000 1 000

86000 93000 99 000

:;\ 700 32000 33000

5000 5000 5000

17000 15 000 16000

5000 5000 7000

-
17000 17 000 18 000

17000 18000 6000

3000 3000 3000

Ugancla

Zir.lbabT4e

Countries--

Ilhzambique

Rwanda

Seychelles

Tanzania

Kenya

14alawi

Hauritius

&1runci

Source, FAO Pr<Y.1uction an'" 1'ra,.le Yearbook vol. en.

~

'M
'M
~

~

~
~
III

"~
~
...:lH
D 00
::E: ><
~2!~
US::al
~<p.,

Total 183 000 18g 000 188 000 6 g38 ~ 82<; 9 693 156 01< 11)'3 "llo V3? 1,01
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* Job ~escriDtions ·of the functional cenartrnents are ~ttaChG0 to above or~nizational chart.
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FUnctions of ~?artnent of the Exchange

Relations Deryartnent

To supervisc anc acminister all matters concerning the public relations
function of the exchange. Its primary function is·to oromate public awareness
of the vital economic role fulfillG~ by the proposed commo~ity exchange anc its
place in the Eastern anc' ,'Southern M'rican States as a financial institution of
integrity anc responsibility. In a~cition to the above function this cepartment
will be charged with the responsibility. of provicinp ecucationa! materials an~

services to various segments of the public concerne~ with or intereste~ in the
function an~ oryeration of the mar~ets. The groups the ~epartment attemots to
reach inclurle commercial tra:'ers, bankers,commo(Hty bro!:ers an". the economic
community in the subregion.

Au~its an~ Investieations

(a) Monitoring the financial status of members of the exchange ann
uncovering financial weakness early enough to enable corrective
action to be taken.

(b) f~ket surveillance, inclu"ing the review of all ciscretionary
an~ omnibus accounts which must be registerer with the exchange.

(c) Aining the ClearingHouse by proviring information gleaner from its
review of all applications for clearing house orivileees.

(d) SCreening applicants for membershin ann reviewing apDlications
from members.

Statistical Department

ffuintainec by all major co~~ocity exchanges. It renorts anr risseminates caily
markct price nata an~ such infornation as any become .available from governmental
and other sources about supDly ane cernanc factors •.

Quotations Department

Rexponsible for su~ervisinG the instantaneous release of market ~rice

quotations over national and international wire services as well as supervision
of all price ~ata poste~ on the exchange floor.

Research Denartment

Conducts or assists in making feasibility stu"ies with respect to new
contracts that might be tra~ec anc also in the analysis ann imr1ementation of
changes to be made in existing contracts.
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Cormnodity Department

Responsible for the fo!,naJion of various I1Illlti~ommo<:1.ityassocia,!;ions
an~ standardization of marketing practices inclu1ing preparation of memorandum
and articles of associations.

Clearing House 'Jeoartment

Responsible for settling transactions executed on the floor of the
exchange. Charged also with the responsibility of assuring the proper
conduct of delivery procedures and the a~equate financing of commO<lity
trading. Responsible for acting as guaran'!;or of contract performance
according to the rules and regulations of the exchange.
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Table 10. Staff establishment and budget estimates of the

Proposed Commodity Exchange 1983 to 1985

A.

Staff Establishment

Managing Director

Department Managers

Secretary !4anaging
Director

Secretaries

Clerks

General Labour

Grade 1983 1984 1985
Level m/m m/m m/m

D-1 12 12 12

P-5 36 72 84

P-J, 12 12 12

~ 36 72 84
G&-7 36 72 84
G&-2 36 36 60

Table 11. Estimates of Staff Costs

B. Budget Estimates

Grade Persormel 1983 1984 1985
Level

m/m uS$ m/m US$ m/m ust

D-1 Managing Director 12 72 000 12 72 ')()() 12 72000

P-5 Department Managers 36 180 000 72 360 000 84 420 000

P-4 Secretary to Managing
Director 12 48000 12 48000 12 48000

~ Secretaries 36 54000 72 108 000 84 126 000

GS-7 Clerks 36 43 200 72 86400 84 100 400

GS-2 General Labour 36 21600 36 21 600 60 )6000

Tot a 1 168 418 800 7:76 696 000 336 802400
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Other Capital and Operational Costs

(in US ~)

Items Total 1983 1984 1985

(~) Estimated capit~l

cost for office space 350 000 100 000 100 000 131 250

ell) Data Processing
Equipcent 50000 60 000

(£) Stationery 45000 15000 15000 13 125

(2) Office !~chinery and
Equipment 85000 20000 20 000 39375

(~) Telex 15000 4 000 5000 6000

(!) Transport 50000 60000

(&) Operations and Maintonance 30000 8000 10000 10500

(!l) Travelline Costs IfS 000 10000 15 000 17500

Total 690 000 277 000 165 000 317 750

Table 130 Summary of Estimates

Personnel and Total 1983 1984 1985
Operational Costs

O1/m US1~ mlm ust m/m lISt mlm u~

(~) Personnel 780 1 917 200 168 418800 Z76 596 000 336 802400

(,!2) Capital and
Operational 6:39 75° 277 000 165 000 217 750

Grand Total 780 2 576 950 168 595800 276 861 000 336 1 020 150


