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SUBREG ONAL TRADE POTENTI AL | N AFRI CA, SOUTH OF THE SAHARA
W TH PARTI CULAR REFERENCE TO LAND- LOCKED COUNTRI ES

. I NTRODUCTI ON

1. In the 1980s Africa's export trade decreased by approximately 22 per cent
in value terns and the region's share of world exports hal ved over the decade,
falling to a nere 1.3 per cent. The causes of Africa's export decline are

mani fold and vary fromcountry to country. However, it is commonly asserted
that African economies in the 1980s were hard hit by volatile comodity

prices, while only a few African countries succeeded in partially diversifying
t heir export base.

2. In the early 1980s I TC introduced a new elenment in its technica
cooperation programre for the African region, focusing on the devel opment of
intra-African trade. This initiative was based on the observation that gl oba
markets are often too conpetitive to be penetrated by African manufactures
fromzero-base level. Africa' s regional market, however, mght provide the
necessary breedi ng ground for production and trade devel opnent and yield some
val uabl e experience, as a necessary prelude to attenpt at market entry in
countries outside the African continent.

3. Previous initiatives by the international devel opnent comunity for the
pronmotion of intra-African trade had been largely limted to theoretical

anal yses of real and perceived obstacles to comrerci al exchanges between
African countries, and invariably concluded that the | ow | evel of
intra-African trade signified the absence of regional market potential. From
the outset, ITC believed the latter argunent not to be entirely accurate and
therefore the I TC progranme of activities for intra-African trade pronotion
was first and forenost designed to quantify this potential, and to
subsequently identify opportunities for trade on which further efforts would
concentrate. This paper ainms at providing a synopsis of sone of the findings
of the ITC programre as carried out over the last 10 years.

1. TRADE POTENTI AL AT SUBREG ONAL LEVEL

4, The Iow level of intra-African trade is often attributed to historic
econom ¢ structures and dependencies, resulting in a south-north orientation
of Africa's external sector. Qher inportant categories of obstacles to
intra-African trade expansion frequently cited relate to a nunber of factors
whi ch negatively affect the price/quality conpetitiveness of African products.
Such factors appear to be further exacerbated by the particul ar geographica
conditions of African |and-1ocked countries. It is also argued at tinmes that
t he nunber of tradeable products is insignificant, or that the products

avail able for trade are alike and therefore do not represent an incentive for
trade. It was to test the accuracy of the latter argunents that |TC deci ded
to devel op a nethodol ogy which would for the first time quantify existing
intra-African trade potentialities.

5. Rat her than | ooking at Africa as a whole, it nakes sense to first
consider intra-African trade potential at the subregional level. This for
two reasons: the gradual introduction of trade |iberalization programes by



subr egi onal econonic integration groupings, and the existence of "natural"
trading partners within a subregion. Thus, |ITC anal ysed trade potential for
the Preferential Trade Area for Eastern and Sout hern African States (PTA), the
Econoni ¢ Community of West African States (ECOMS), and the Economi ¢ Conmunity
of Central African States (ECCAS). Together, these three subregions conprise
all of Africa south of the Sahara, while some countries belong to nore than
one groupi ng.

6. As intra-subregional trade |evels represent approximately 5 per cent

of total foreign trade, it appears justified to consider the trade between
African subregions and the rest of the world as representative both of their

i mport requirements and of their export capabilities. The trade flow anal yses
carried out by ITC were therefore based on a detail ed scanning of trade
statistics as reported by the non-African trading partners of the subregions.
The initial analysis was based on the COMIRADE dat abase of the United Nations
Statistical Ofice (UNSO and on the Standard International Trade
Classification (SITC Rev.2) at the four-digit |evel.

7. An anal ysis of PTA trade flows reveals a considerable diversity of
products exchanged between the PTA and the rest of the world. In fact it is
possible to identify 550 products and product groups which are exported to
destinations outside the PTA and for which the export val ue exceeded

US$ 100,000 for at |least one year during a five-year reporting period. CQut of
t hese products and product groups 475 itens were also inported into the PTA
during the same period, suggesting intra-PTA trade opportunities. The annua
PTA inport bill for those products which are al so exported by PTA nmenber
countries (further referred to in this paper as "nmatching products") anounts
to approxi mately 50 per cent of total annual inports.

8. The range of products exchanged between nenber countries of ECOMS and
the rest of the world is sonewhat |less diversified than in the PTA, yet
reveal s considerable trade potential. Anmong the products jointly inmported by

the menber countries, with an inport val ue exceeding US$ 100, 000 for at |east
one year during a five-year reporting period, over 200 itens were available in
t he subregi on, as evidenced by the fact that they were exported to countries
out si de ECOMS. The conbined i nport val ue of these products on average
amounted to 50 per cent of total annual ECOAMAS inport trade

9. The potential for intra-ECCAS trade expansion is believed to be sonewhat
less significant than in the other two subregions. Yet, it has been possible
to identify 215 matching products with a conbi ned inport val ue of 33 per cent
of total ECCAS inport trade.

10. It is clear that a theoretical trading potential at the subregiona

| evel does not represent equal opportunities for the individual menber States.
In the listing of matching products, however, |and-Iocked countries are
represented in a proportional incidence to non-land-|ocked countries,

i ndicating that the |lack of tradeable products or of conplenentary supply and
demand conditions are not a particular limting factor for the devel opnent of
the I and-| ocked countries' subregional trade.



I11. A STRATEG C APPROACH FOR THE PROMOTI ON
OF TRADE AT THE SUBREG ONAL LEVEL

11. The statistical data obtained through trade flow anal yses confirma
consi derabl e diversity of the export base at the subregional |evel and a
substantial conplenentarity of supply and demand conditions, which are a
precondition for trade to take place. Therefore, if the potential for

i ntra-subregi onal trade expansion is quantifiably nore significant than
general Iy believed, which then are the factors standing in the way of such
trade to be devel oped? |If one accepts that the generation of trade is
based on the premnise that econom c agents act on real or perceived trade
opportunities in the expectation that these can be profitably exploited,
then one also has to adnmit that the African marketing environment |acks the
required transparency and that a mechanismfor the identification and

di ssem nation of information on trade opportunities at the subregional |eve
until very recently was non-existent.

12. The I TC strategy for the promotion of intra-African trade has been
designed to address this very issue, and is based on a two-pronged approach
Firstly, the outcone of the trade fl ow anal yses provi des the basis for the

sel ection of products on which national and subregional trade pronotion
efforts can be concentrated. Such a selection is nmade in consultation with

t he busi ness community and governnent institutions in the countries concerned,
based on national priority criteria, on the results of ITC technica
cooperation activities at the national |evel and on subregi ona

conpl ementarities.

13. It is recognized that the statistical data obtained through trade fl ow
anal yses refer to classification headings and not to products in the
conmer ci al sense of the word. Matching trade flows for SITC itenms therefore
do not per se indicate readily exploitable trade opportunities but rather
point to an existing potential and the necessity for further analysis of the
product groups concerned, by neans of a systenmatic undertaki ng of detail ed
supply and demand surveys.

14. The supply and denand surveys are carried out in the countries which have
been identified as potential trading partners, and cover one product and
country at a tine. The methodol ogy for collecting, analysing and presenting

i nformation for the surveys was devel oped by I TC and has been adapted to the
specific trading environment of the African region. Werever possible they
are undertaken by national trade pronotion organizations and Chanbers of
Commerce and I ndustry, with technical guidance provided by |ITC personnel. To
date 130 supply and demand surveys have been carried out covering 12 product
groups and 30 African countries, 11 of which are | and-I ocked.

15. The surveys reveal not only existing trading opportunities and propose
ways to take advantage of those opportunities, but also suggest necessary
nmeasures for further product devel opnment and adaptation. Therefore, in order
to generate the nost appropriate followup action, results of the surveys are
extensively discussed with the direct beneficiaries at so-called
buyers/sellers meetings.
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16. The buyers/sellers neetings first and forenost serve the purpose of
pronoti ng busi ness negotiations and transactions through direct persona
contacts between inporters and suppliers. As the buyers/sellers neetings
focus on one product group at a time, they also provide an em nent opportunity
for the identification and anal ysis of existing obstacles to trade expansion
in the product group concerned and for proposing pertinent follow up action
Reconmendati ons for the renoval of obstacles requiring governnent intervention
may be subnitted to the policy organs of the subregional groupings.
Constraints existing at the enterprise level related to marketing techni ques
and products inprovenent and adaptation rmay be addressed through technica

assi stance.

17. The 14 buyers/sellers neetings organi zed by ITC to date at the

subregi onal |evel have generated several hundred nmillion US dollars worth of
new i ntra-African trade, and assisted in the creation of a new marketing
"culture" which potentially could develop into a dynanmic intra-African

mar ket i ng environment. Evidence suggests that the |and-1ocked countries

to a larger extent have taken advantage of the newy identified trading
opportunities than the coastal countries of the subregions.

18. The undert aki ng of supply and demand surveys, and the organization of
buyers/sellers neetings with relevant followup action at the subregional and
the national |evels, represent an in-depth approach to the pronotion of trade
in specific products between selected countries. The second track of the ITC
strategy provides for an infornmati on exchange system on the whol e range of
tradeabl e products in the subregions. For this purpose ITCinitiated in the

| ate 1980s the establishnent of trade information networks which woul d:

- "create" information, currently unavail able, specifically related
to the subregional nmarketing environment, in the form of
conput eri zed dat abases;

- provi de a nmechani smfor the exchange of this information

19. The networks link national trade pronotion offices, Chanbers of Comerce
or simlar organizations, and are serviced by a central unit, based at a
suitabl e | ocation, which is responsible for coordinating the regul ar updating
of the databases. A trade information network in the PTA becane fully

operational in 1992 and is currently being expanded with I TC assistance. It
is anticipated that parallel initiatives taken by ITC in the West African and
Central African subregions will in the near future reach a simlar state of

devel opnent, with a view to linking the individual subregional networks to a
Pan- African Trade |Informati on System (PANAFTIS)

V.  CONCLUSI ONS

20. The potential for trade expansion at the subregional |evel in Africa,
south of the Sahara, is considerable and exceeds current flows by far. The
econoni ¢ devel opnment of African countries could be stinmulated by well-defined
strategies aimed at exploiting this potential. Existing opportunities can now
be identified, in both |and-|ocked and coastal countries. The outcone of

| TC s ongoi ng programe for the pronotion of intra-African trade suggests that
| and- | ocked African countries would benefit fromthe existing subregi ona



mar ket potential by systematically analysing trading conplenentarities and
i ntroducing a series of activities both at the product and enterprise |eve
in order to take advantage of the identified tradi ng opportunities.

21. It is obvious that, in order to sustain the expansion of
intra-subregional trade in the long term the provision of trade informtion
and the undertaking of other trade pronotion activities initself will not
be sufficient. Production capacity needs to be enhanced, conditions of
conparative advantage will have to be net, and a | arge degree of factor
nmobility at the subregional level will have to be introduced. However, the
necessary renedi al nmeasures for this purpose can only be adequately desi gnhed
and i npl enented after the opportunity for trade has first been revealed. It
is therefore encouraging to note that the tools for identifying these
opportunities are now avail able and have al ready denonstrated their

ef fecti veness.



