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Abstract: This study vields a mumber of mnsights mto the analysis of agricultural export trade in SSA. Statistical
evidence reveals that SSA countries have significantly liberalized their trade regimes over the past two decades
or thereabout. This is evident in the significant reduction of tariffs and non-tariff barriers, removal of exchange
rate control and elimination of export marketing boards amoeng other trade reform measures. While the study
was able to confirm the distortions caused by trade barriers on export performance, there is not much evidence
that the adoption of trade policy reforms, since the mid 1980's have produced a significant agricultural export
response. Declining infrastructure investment, particularly transport infrastructure (air/sea port, railways and
roads) have generated substantial transaction costs and dampened the response of agricultural exports to the
more favourable trade environment being witnessed, since the mid 1980's. In addition, factors external to an
individual country such as relative prices and income of trading partners appears to be more important
determinants of exports than a country’s own structural adjustment policies. This however does not imply that
at the margin, structural adjustment policy reform 1s not beneficial. The simple pomnt 15 that there are many
factors other than structural policy that help explain the poor agricultural export performance of SSA countries.
Domestic policies are necessary to reduce the various constraints on supply response increase transport and
marketing efficiency and encouraging investment. To benefit from agricultural trade, SSA countries need to

mcrease the flexibility and efficiency of resource use so that they can be competitive in global markets.
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INTRODUCTION

The dismal macroeconomic performance of SSA
countries after the adoption of Import Substitution
Industrialization (I3I) strategy prompted the International
Monetary Fund (IMF) and the World Bank (WB) to
suggest an outward-oriented development strategy to
SSA countries as part of their structural adjustment and
reform programmes (Onafowora and Owoye, 1998). The
adoption of this type of developmental strategy, they
argued, would enable SSA countries to attain higher
economic growth propelled by a dynamic and more robust
external sector. As aresult, many SSA countries from the
mid 1980's adopted the Structural Adjustment Programme
(SAP) aimed at liberalizing their economies particularly the
external sector. The structural reforms focused on supply
and its redirection in the context of export promotion
strategies. This new development option which marked
SSA total departure from the import substitution strategy,
sought to redirect growth-promoting strategies towards
the external market (Hammouda, 2004). Consequently,

trade policies in most SSA countries went through major
changes within the context of Structural Adjustment
Programme (SAP) during this period. Foreign trade was
liberalized through the reduction of tariffs and non-tarff
barriers and reduction of import duties applied to imports
1n a large number of SSA countries. Import permits were
abolished and duty rates as part of tanff liberalization
were also lowered in many SSA countries. Currencies
were devalued to encourage exporters with the aim of
boosting exports and growth and fostering the integration
of SSA mto the global economy. A sizeable number of
SSA  countries virtually eliminated parallel market
premiums with buying and selling of foreign exchange
becoming market-based wlile abolishing previous
restrictions on currency transactions. Thus, this new
policy strategy attempted to promote greater openness in
order to boost growth and encourage the competitive
integration of the SSA economies mto the globalizing
world.

Although, the general consensus was on the need to
design and implement economic reforms in SSA, it was
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and is still not certain if the agricultural exports of the
region would be enhanced through the adoption of
programmes that encourage more open economic policies.
This is because despite significant trade policy reforms
over the past two decades, export performance has
remained dismal. Trade flows from SSA are still
characterized by shrinking share of SSA’s in world trade.
Trade structure of SSA countries also reveals high
dependence of exports on unprocessed primary
commodities and the direction of trade heavily leaning
towards European trade partners.

Many SSA countries have also not put in place the
policies necessary to raise living standards by improving
export shares in traditional markets thereby encouraging
rapid diversification. Consequently, the focus of this
study is to examine the supply response of agricultural
exports to adjustment reforms in SSA. Are there other
existing barriers apart from trade policy barriers that limit
the supply response of agricultural exports to structural
adjustment reform measures m SSA? Is there a
fundamental role for external demand and world price in
SSA export performance? These questions will constitute
the main research focus of this study.

MATERIALS AND METHODS

Trade liberalization in sub-Saharan Africa: Import
Substitution Industrialization (ISI) strategies were at the
heart of SSA development strategies during the 1960 and
1970's. The import-substitution strategies adopted were
meant to produce locally the consumer goods which had
previously been mmported from developed countries, so as
to promote the diversification of their economies. Many
countries in SSA established industries to produce
consumer goods, mostly intended for the new wrban
middle class. The results were initially seen in an average
annual industrial growth rate of 5.5% during the 1970's but
which fell to 2.5% between 1980 and 1984 and 0.4%
between 1984 and 1987, respectively. Manufacturing as a
proportion of GDP increased rapidly and there was a rise
i mdustrial employment and in its share of overall
employment (Hammouda, 2004). Nevertheless, this
strategy soon ran into problems (Bruton, 1998).

The development of final goods production led to
rapid increase in imports of intermediate and capital
goods, leading to worsening trade imbalances and
balance-of-payments deficits. Small domestic markets did
not generate sufficient demand for the products of
emerging industries, industries were prevented from
reaping the advantage of economies of scale and wnport
substitution was biased towards elite urban consumers to
maintain political support while focusing on consumer
goods for the middle class. It therefore, generated rent
seeking behaviour by firms as they took advantage of
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insulation from  international competition. The
disappointing outcome of import substitution strategy in
SSA was seen most starkly in the poor productivity
performance of the new enterprises (Mayer, 1996). Import
substitution delivered very poor results m terms of
productivity improvement, structural transformation of the
economy and export diversification.

The failure of the import substitution strategy and the
debt crisis in the early 1980's led to a new consensus on
the importance of trade policy reform and exports in
growth strategies. This new consensus was the main
focus of the reforms imtiated by SSA countries and the
developing world in general from the early 1980's within
the framework of SAPs (Oyejide, 2004). As a result, the
mid 1980's witnessed the formulation and implementation
of wide-ranging trade policy reforms by most SSA
countries with the support of the IMF and the World
Bank (2004).

The end result is that starting from the mid 1980's,
and especially in the 1990's, most SSA African countries
liberalized their trade regime to some extent with many
countries reducing trade barriers sigmficantly more than
others (especially restrictions on imports). These reforms
were aimed at making it easier to import by reducing tariffs
and non-tariff barriers and encouraging exports by
eliminating export taxes and providing export incentives.

For example, there was a partial or complete
conversion of quantitative restrictions to tariffs (except
for moral, health security and environmental restrictions
in some cases) in most SSA countries. A study by
Ovejide et al. (1999) revealed that in line with this new
strategy, Mauritius abolished import permits in 1991,
Ghana in 1989, Tanzama by 1993, Zambia by 1992, Kenya
by 1993 and South Africa reduced 85% of restrictions by
1990. Also, Mauritius compressed its tarff structure from
60-10 tariff categories, Kenya from 25-6, Cote d’Tvoire from
10-6 and Zambia and Tanzama compressed their
categories to 3. Mostly, this involves a switch from a
positive list of permitted imports to a small negative list of
mostly prohibited items or items considered to be Tuxury
goods for the country. The sequence was first to levy
import surcharges and then to adjust the minimum and
maximum tariff prior to abolishing restrictions.

Import permits were abolished in Mauritius, Ghana,
Tanzama, Zambia and Kenya m the 1990s. In addition,
duty rates as part of tariff liberalization were also lowered
in some SSA countries. Mauritius reduced its rates from
250-100%;, Tanzama from 200-60%; Zambia from 150-50%
and in Kenya from 170-40%. In Zimbabwe and Ghana, the
rates ranged from 5-30% and 10-40%, respectively. Tanffs
are now the main trade policy instruments of most
SSA countries. A broad picture of trade policy reform
can be obtamed by examimng the trends in SSA
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Table 1: Average tariffs by country

Countries 1980-1985 1990-1995 2000-2005
Benin 483 41.0 12.0
Burkina Faso N/A 21.0 12.0
Burundi 37.9 74 N/A
Cameroon 28.3 18.6 18.0
CAR N/A 18.6 18.0
Congo, Rep N/A 206 18.0
Cote d’Ivoire 27.7 22.9 12.0
Ethiopia 29.0 22.6 18.8
Gabon N/A 18.6 17.9
Ghana 333 16.7 14.6
Guinea 76.4 11.9 16.9
Kerya 41.0 333 17.1
Malawi 194 19.1 13.4
Mauritania 24.6 282 10.9
Mauritius 36.2 29.0 19.0
Nigeria 33.8 33.7 30.0
Rwanda N/A 384 9.90
Senegal N/A 13.3 12.0
Sierra Leone 25.8 30.3 16.7
South Africa 29.0 906.0 5.80
Tanzania 23.9 28.4 16.3
Togo N/A 15.0 12.0
Uganda N/A 17.1 9.00
Zambia N/A 25.5 14.0
Zimbabwe 10.0 16.7 183

countries tariffs level. A clear pattern emerges from the
data shown in Table 1. Average tariffs have been reduced
significantly, almost halved on average in SSA over the
past 20 years. Whle the overall varation or spread in
tariffs has been reduced, progress varies across the
regions of S5A. A breakdown of the tariff rates of various
regions 1s shown in Table 1. It reports average applied
trade-weighted mmport tanff rates for primary products,
ores and metals, manufactured products, chemical
products and machinery and transport equipment for
selected SSA countries.

The pattern of average tariff rates by sector in SSA
shown m Table 2 is consistent with the evidence in
Table 1. Tariff rates in virtually all the SSA countries were
compressed. For example, tanff rates on primary products
which averaged 34.4% m 1994 have gone down to 16.0%
by 2004 in Kenya. Similarly, Ghana which recorded an
average tariff rate of 14.1% on manufactured products
now recorded a tariff rate of 12.5% m 2004. Although,
tariff rates are a little bit higher m manufacturing than n
primary products, the gap is very close and there is no
country with average tariffs in primary products and
manufactured products 1 excess of 20%.

The reduction 1n tariff rates could not be said to have
negatively affected revenue collection from this source,
partly because of the simultaneous expansion of the tax
base made possible by larger programme funded imports
and a steep rise of the local currency value of imports due
to large currency depreciations. Moreover, revenue
increase may have been induced by the tariffication of
quantitative restrictions and increased comphance from
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taxpayers because of the lowering of the scheduled rates.
As part of the structural adjustment, other measures were
also adopted to reduce anti-export bias in most of the SSA
countries. Export taxes and levies were either significantly
reduced or totally eliminated in most of the SSA countries
under the review.

For example Cameroon removed all export taxes while
Mali abolished export levies and duties on most exports
(the only export levies in force are the Service Provision
Contribution (SPC) of 3% on the free on board (fob) value
of gold and the tax of CFAF 7.5 per kg of fish), Ghana has
no export quotas or voluntary export restramts. In a
similar vein, Uganda replaced its export licensing
requirements by a less restrictive export certification
system mn 1990 and also abolished export taxes. Most
exportation in Botswana does not require permits.
Significant reduction in the effective rates of protection
was also achieved in most of the SSA countries.
Countries such as Kenya, South Africa, Ghana, Mali,
Tanzania, Zimbabwe and Cote d’Ivoire witnessed a
significant reduction in their effective protection rates.

The remaining export prohibitions that still exist in
some cases apply only to sensitive goods because of the
need to ensure quality and for health and environmental
reasons. Export Processing Zones (EPZs) were also
established by the government in some of the SSA
countries. For example, the free zones act was enacted in
the Gambia. Incentives take the form of exemptions or
reductions in duties and taxes. Free zone enterprises are
required to export a substantial proportion of their
production; the government 15 currently using an
indicative benchmark of 70%. Siunilarly, Mali also created
free trade zones as part of the measures adopted to boost
export performance. Export Processing zones comparnies
also account for the bulk of manufacturing exports in
Mauritius which 13 dominated by textiles and clothung.

Exchange rate regimes in most of the SSA countries
were also liberalized. A good number of SSA countries
stopped fixing exchange rates and overvaluing their
currencies m order to stimulate exports and make the
economy more competiive. Kenya, Uganda, Ghana,
Tanzama, Zambia, Nigeria and Cote d’Ivowre virtually
eliminated exchange rate premiums where buying and
selling of foreign exchange is now market-based and
abolishing previous restrictions on current transactions.
The system of multiple exchange rates was abolished in
Burundi.

From 1996, Ethiopian currency, the Birr was allowed
to float thereby resulting in the convergence of the
official, auction and parallel market exchange rates. After
liberalizing its external sector in 1990, Berun Republic’s
currency was devalued and its black market premium
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Table 2: Average tariff rates by sector in SSA countries

Product. Primary Ores and Manufactured Chemical Machinery and Other mamifactured
categories products metals products products transp ort equipment. products
Benin

2001 11.8 7.5 12.0 a.3 85 15.4
2002 11.7 7.5 11.9 a.3 85 153
2003 11.7 73 11.9 a.3 8.9 153
2004 11.7 74 11.9 a.3 8.9 153
Botswana

2001 15.8 2.7 16.3 51 a.3 24.7
Burkina Faso

2001 11.8 7.5 12.0 a.3 85 15.4
2002 11.7 7.5 11.9 a.3 85 153
2003 11.7 73 11.9 a.3 8.9 153
2004 11.7 74 11.9 a.3 8.9 153
Burundi

2002 21.8 221 11.9 123 17.0 27.6
Cote d’Tvoire

1995 189 12.8 18.8 12.4 12.0 238
2001 11.8 7.5 12.0 a.3 85 15.4
2002 11.7 7.5 11.9 a.3 85 153
2003 11.7 73 11.9 a.3 8.9 153
Ethiopia

1995 27.4 13.6 27.9 16.4 14.6 371
2001 189 10.0 18.9 10.8 12.4 24.5
2002 189 10.0 18.9 10.8 12.4 24.5
Ghana

1993 14.0 10.9 14.1 11.1 10.1 16.7
2000 13.8 11.7 139 11.7 53 17.9
2004 12.5 11.5 12.5 10.9 57 15.8
Kenya

1994 34.4 283 34.6 30.0 25.5 39.8
2000 17.7 12.7 17.9 11.7 13.4 231
2001 189 12.0 19.2 10.9 11.8 25.2
2004 16.0 122 16.2 92 9.9 21.3
Mauritius

1995 317 159 32.2 22.0 315 36.1
1997 30.6 16.1 311 22.0 30.7 34.5
1998 30.6 22.6 311 24.9 30.0 337
2002 189 0.9 19.2 al 14.2 26.0
Mali

2001 11.8 7.5 12.0 a.3 85 15.4
2002 11.7 7.5 11.9 a.3 85 153
2003 11.7 73 11.9 a.3 8.9 153
2004 11.7 74 11.9 a.3 8.9 153
Malawi

1996 274 14.8 28.0 20.1 232 327
1997 25.7 13.9 26.2 19.8 221 30.1
1998 20.3 10.4 20.6 11.1 17.2 25.3
2001 12.9 8.0 131 al 94 17.0
Madagascar

1995 73 2.1 7.5 0.9 77 9.7
2001 4.6 1.5 4.7 0.6 4.5 6.3
Mozambique

1997 14.5 4.4 14.9 4.9 94 20.6
2001 12.9 4.4 13.2 4.7 8.8 17.9
2002 11.2 4.3 11.5 4.4 81 15.4
2003 11.2 4.3 11.5 4.4 81 15.4
Nigeria

1999 253 18.8 235.6 17.6 163 322
2000 253 18.8 235.6 17.6 163 322
2001 253 18.8 235.6 17.6 163 322
2002 26.7 17.4 27.1 16.1 154 357
Uganda

2001 84 8.0 8.4 71 KR 10.7
2002 83 8.0 8.3 7.0 35 10.6
2003 79 7.7 7.9 5.9 32 10.5
2004 7.0 7.5 7.0 1.9 32 10.4
Zambia

1993 25.6 20.6 25.8 20.5 229 28.8
1997 134 9.6 13.6 7.0 10.8 17.1
2002 11.4 6.8 11.5 6.2 8.5 15.3
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Table 2: Continued

Product. Primary Ores and Manufactured Chemical Machinery and Other manufactured
categories products metals products products transp ort equiprment products
Zimhabwe

1999 189 9.6 19.0 93 14.1 25.2
2001 19.1 8.6 19.5 7.9 133 26.1
2002 15.3 8.5 15.6 7.9 11.9 20.4
Camer oon

1994 17.9 154 18.1 11.3 14.1 221
1995 17.5 121 17.7 10.6 14.0 21.7
2001 17.3 11.7 17.5 10.6 14.0 21.4
2002 17.3 11.7 17.5 10.6 14.0 21.4
Central African Republic

1995 17.5 121 17.7 10.6 14.0 21.7
1997 17.5 121 17.7 10.6 14.0 21.7
2001 17.5 11.7 17.5 10.6 14.0 21.4
2002 17.5 11.7 17.5 10.6 14.0 21.4
Chad

1995 17.5 121 17.7 10.0 14.0 21.7
1997 17.5 121 17.7 10.6 14.0 21.7
2001 17.5 11.7 17.5 10.6 14.0 21.4
2002 17.5 11.7 17.5 10.6 14.0 21.4
Congo

1994 174 13.6 17.6 10.9 14.1 21.4
1997 15.3 10.9 15.5 6.6 13.0 19.7
2001 17.3 11.7 17.5 10.6 14.0 21.4
2002 17.3 11.7 17.5 10.6 14.0 21.4
Gabon

1995 17.5 12.1 17.7 10.6 14.0 21.7
1998 174 12.0 17.6 10.3 13.8 2.6
2001 17.3 11.7 17.5 10.6 14.0 21.4
2002 17.3 11.7 17.5 10.6 14.0 21.4
Senegal

2001 11.8 7.5 12.0 6.3 8.5 154
2002 11.7 7.5 11.9 6.3 8.5 153
2003 11.7 7.3 11.9 6.3 8.9 153
2004 11.7 7.4 11.9 6.3 8.9 153
South Africa

2001 7.9 1.4 82 2.5 3.2 12.4
Tanzania

1997 22.6 28.9 224 17.6 17.6 22.7
1998 229 29.3 227 17.9 17.9 23.0
2000 15.9 12.0 16.2 7.9 131 20.5
2003 12.9 7.0 13.3 37 8.9 18.5
Togo

2001 11.8 7.5 12.0 6.3 8.5 154
2002 11.7 7.5 11.9 6.3 8.5 15.3
2003 11.7 7.3 11.9 6.3 8.6 15.3
2004 11.7 7.4 11.9 0.3 8.0 153

averaged only 2% between 1990 and 1999, We can
therefore, conclude that most SSA countries witnessed a
significant relaxation of trade barriers. Import restrictions
are now lower and export barriers have been significantly
reduced.

Export performance of sub-Sahara African countries:
The export share of the African continent in the world
trade has been experiencing a gradual decline since 1960.
The share of the Africa’s export in world export which
stood at 5.52% m 1960 declined gradually to 2.87% i 2007
before increasing to 3.45% m 2008 (Table 2). This share in
total world export is far below the share of the Asian
continent in world export. Statistical evidence actually
presents a conflicting scenario between Africa and Asia.
While the share of the Asian continent n world trade has
been enjoying an upward trend the share of the African
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continent has been declining. A similar comparison is also
noted between the African continent and the developing
America continent. Thus, the trends showed that Africa
has been losing market shares in exports in relative terms.
Perhaps, this dismal trend can be linked to the
composition of Africa’s merchandise trade. There is also
dismal performance in terms of agricultural raw materials
exports (Table 3). Except for a country such as Benin that
has over 50% of its exports in agricultural raw materials, a
sizable number of the SSA countries share of the exports
1s below 20% (Table 4 and 5).

However, when the absolute performance of
agricultural exports is viewed against these indices, it is
glaring that agricultural exports have increased.
Nevertheless, the growth rate value in Table 6 shows that
a good number of SSA countries also recorded
negative growth rates in their agricultural exports between
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Table 3: Export share in world trade

Percentage of export share in world trade

Regions 1960 1970 1980 1990 2000 2005 2006 2007 2008

World 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Developing economies 24.49 19.09 29.40 24.25 31.85 36.04 37.27 37.51 38.67
Economies in transition 4.75 4.56 4.20 341 2.39 342 3.71 3.85 3.06
Developed economies 7075 76.34 66.39 7233 65.75 60.52 59.00 58.62 56.57
Developing economies: Africa 5.52 4.98 5.85 3.07 2.37 2.89 2.97 2.87 3.45
Developing economies: America 7.48 5.46 5.47 4.13 5.64 5.44 5.65 5.53 5.52
Developing economies: Asia 11.34 8.46 17.96 16.96 23.77 27.64 28.59 29.05 29.64

Table 4: Export structure of selected S8A countries by major commodity groups

Total value Other Machinery
Countries/ (millions All food  Agricultural Ores and  Manufactured Chemical manufactured and transport
Years of dollars) iterns raw materials Fuels metals goods products goods equipment
Benin
1995 333 11.8 38.9 2.8 38.9 6.6 0.2 4.9 1.5
2000 188 20.1 69.7 0 0.1 71 0.7 51 1.3
2002 304 37.2 45.1 0.4 0.1 85 0.7 6.5 1.2
2006 283 20.5 o4.5 0.4 1.8 121 1.2 8.7 22
Camer oon
1990 2081 20.4 14.3 49.9 0.9 85 1.5 4.7 23
1995 1539 27.0 27.5 20.2 84 79 1.0 58 1.1
2000 1833 14.9 21.0 54.2 5.6 4.3 0.4 33 0.5
2003 2246 19.9 19.5 49.4 4.2 0.9 0.9 4.8 1.2
2006 3576 12.0 16.3 6l.6 4.9 3.0 0.3 23 0.4
Cite d'Tvoire
1995 3737 58.7 16.0 9.8 0.2 14.2 4.2 8.6 1.4
2000 3628 49.8 13.8 20.3 0.2 14.4 4.1 9.2 1
2003 5493 55.6 9.2 12.8 0.2 20.0 4.0 6.2 9.7
2006 8148 351 8.0 36.9 0.5 194 3.5 8.8 71
Ghana
1995 1754 40.9 10.3 34 36.1 93 0.1 8.7 0.5
2000 1671 30.7 6.5 4.9 11.9 93 0.6 7.5 1.2
2006 3614 41.9 28 0.4 34.1 20.6 1.1 19.1 0.4
Kenya
1990 1028 48.8 5.5 13.1 2.9 28.7 4.2 14.9 10.6
1995 1826 56.1 7.3 6.1 2.8 27.6 6.5 19.5 1.6
2000 1571 59.0 8.6 8.1 3.2 20.7 5.5 14.6 0.5
2004 2686 39.6 12.0 22.9 4.2 21.0 4.2 15.2 1.7
2006 3480 42.6 11.9 7.3 2.8 354 73 241 3.9
Mali
1990 330 36.1 62.3 0.0 0.0 1.6 0.0 0.6 0.9
2000 473 1.7 34.4 1.0 0.2 4.8 0.5 1.5 2.8
2001 519 1.6 3.7 1.9 0.0 92 0.6 1.9 6.7
2006 1526 5.8 16.7 0.6 74.2 2.4 0.5 0.7 13
Mauritius
1990 1221 31.9 0.5 1.4 0.2 65.8 0.9 63.5 1.4
1995 1538 28.6 0.7 0.0 0.2 70.2 0.8 67.1 23
2000 1490 17.8 0.5 0.0 0.2 80.8 0.9 78.6 1.3
2004 1925 26.9 0.5 0.1 0.4 70.9 1.7 o4.5 4.7
2006 2174 29.7 0.5 0.1 3.2 66.5 1.3 47.8 17.5
Nigeria
2000 27079 0.1 0.0 99.6 0.0 0.2 0.0 0.1 0.1
2003 24078 0.0 0.0 97.9 0.0 21 0.1 0.2 1.8
2006 46896 1.5 1.8 95.0 0.3 0.8 0.0 0.2 0.6
Senegal
1990 783 53.2 2.7 12.4 93 22.5 14.9 52 24
1995 531 154 8.5 15.1 10.6 49.4 398.5 7.4 2.5
2000 693 524 1.7 14.0 4.8 26.9 17.3 6.1 3.5
2003 1151 371 3.5 20.1 34 34.3 22.6 7.5 4.2
2006 1492 33.2 2.5 28.2 4.4 31.7 127 12.8 6.2
South Africa
2000 26075 8.5 38 10.2 10.7 53.9 7.8 28.6 17.5
2004 40206 8.7 28 9.1 22.0 56.5 7.8 29.0 19.7
2006 53170 7.1 23 9.5 33.6 47.4 7.5 18.5 21.5
United Republic of Tanzania
2000 656 54.7 11.1 0.1 0.4 16.2 0.8 14.4 1.0
2003 1218 37.8 7.5 1.3 5.9 11.6 1.2 8.8 1.6
2006 1690 34.6 7.0 0.1 48.4 9.7 3.1 5.6 1.1
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Table 4: Continued

Total value Other Machinery
Countries/ (millions All food Agricultural Ores and  Manufactured Chemical manufactured and transport.
Years of dollars) iterns raw materials Fuels metals goods products goods equipment
Zambia
1995 1055 2.7 0.6 33 86.5 6.9 0.2 52 1.5
2000 666 10.2 3.6 1.6 55.5 27.7 0.5 237 34
2002 930 9.2 28 2.1 063.6 19.2 1.0 13.3 4.9
2006 3770 6.0 28 0.6 81.5 91 0.6 57 2.8
Zimhabwe
1990 1470 44.0 7.3 0.7 15.9 30.8 1.7 25.5 3.7
1995 1846 43.2 6.8 1.3 11.6 36.9 2.6 31.6 2.7
2000 1925 47.1 12.5 1.1 10.9 28.0 2.7 22.9 2.4
2002 2327 25.0 10.6 1.1 19.0 34.8 4.1 25.9 4.8
2006 1470 28.4 11.9 1.1 29.5 28.1 1.6 25.3 22

UNCTAD (2008)

Table 5: Total agricultural exports (FAQO, cuirent US$000)

Countires 1970 1980 1990 2000 2001 2002 2003 2004 2005 2006 2007
Africa 5413491 13988833 11971653 13564118 13459302 14601811 18120021 20538361 21171734 23513999 25171973
Sub-gaharan 4405627 12444562 10502691 11834217 11635816 12576880 15662876 17192098 17584915 19740019 20745805
Africa

Benin 27090 54544 84365 176955 167201 184621 252806 277033 261058 338310 217139
Burkina Faso 20147 Ta583 116358 113078 166912 154183 307586 333623 274282 292129 319205
Botswana 15150 51400 79338 117243 132106 55630 62479 51787 48426 47428 151133
Cote dTvoire 330314 1980927 1613415 1911199 2102056 3006267 3215376 3136868 3021099 3158165 3475687
Cameroon 165097 687819 553648 364336 426381 479637 587463 654601 603642 598843 802029
Congo, Rep. 13765 13124 14789 16759 22802 21449 32810 37745 53662 49425 65353
Ghana 331143 743617 412749 542217 494879 645753 1053498 1274747 1164559 1550279 1482351
Kemnya 177548 693428 687497 1017983 1047055 Q22720 1287239 1296722 1578243 1847838 2164119
Mali 39098 190688 250635 253940 284791 208468 412962 480334 323014 353705 312490
Mozambique 119132 156870 41439 62113 53947 76282 103557 123576 140224 317062 333555
Mauritius 65917 302484 379203 246872 325273 326248 354996 406611 307282 404146 357940
Malawi 50369 250900 376435 419330 381747 334008 469200 404532 453736 587538 772632
Nigeria 437724 445515 228226 339389 399932 388768 592234 492394 655393 603430 564083
Rwanda 15569 65769 94633 41371 33159 28203 20107 32314 65038 TA6TO 76071
Senegal 93184 112934 218656 162292 132903 128777 174806 181737 149464 251176 296832
Tanzania 188554 401865 274025 451774 384527 318971 384865 481325 531036 506936 677315
Uganda 233470 344262 172864 260102 139632 252170 115385 359088 415965 454172 674469
South Africa 559546 2412905 1860310 2154359 2188418 2328951 2960668 3421223 3924576 3737832 4109251
Congo, Dem. 112196 234839 139080 39308 22457 24470 21564 38371 33922 39478 42104
Rep.

Zambia 6388 13471 23534 79505 104981 126754 149369 355584 320873 322923 266283
Zimbabwe 128382 448333 704817 1061554 895670 613639 740652 846138 449570 1218217 530755

Africa Development Indicator (2008)

Table 6: Annual growth in total agricultural exports for selected 884 countries

Countries 2001 2002 2003 2004 2005 2006 2007

Affrica -0.77274 8.48862 24.09434 13.34623 3.083951 11.06307 7.051008
Sub-Saharan Africa -1.67650 8.087649 24.53706 9.763354 2.284869 12.26053 5.090371
Benin -5.51214 10.4186 36.93242 9.583238 -5.76646 29.59189 -35.8166
Burkina Faso 47.60785 -7.62617 99.49411 8.46495 -17.7868 6.506807 9.268508
Botswana 12.67709 -57.8899 123117 -17.1129 -6.49005 -2.06088 218.6578
Cote d'Ivoire 9.986244 43.01555 6.955769 -2.44164 -3.69059 4.536058 10.05400
Cameroon 17.02961 12.49024 22.48075 11.42846 -7.78474 -0.79501 33.92976
Congo, Rep. 36.05824 -5.93369 52.9675 15.04115 42.16982 -7.89572 32.220661
Ghana -8.73045 30.48705 63.1425¢6 21.00137 -8.64391 33.12155 -4.38166
Kerya 2.855843 -11.8747 39.50483 0.736693 21.7102 17.08197 17.11627
Mali 12.14893 -26.7997 98.09371 16.31433 -32.7522 9.501446 -11.6524
Mozambique -13.1470 41.40175 35.75549 19.33138 13.47187 126.1111 5.201822
Mauritius 31.75775 0.299748 8.811702 14.5396 -2.29433 1.727740 -11.4330
Malawi -8.96263 -12.5062 40.47963 -13.7843 12.16319 29.48895 31.50332
Nigeria 17.83882 -2.79147 52.3361 -16.8582 33.10337 -7.92853 -6.52056
Rwanda -19.8497 -14.9462 3.205333 11.01797 101.2688 2249762 -4.51738
Senegal 132903.0 128777.0 174806.0 181737.0 149464.0 251176.0 296832.0
Senegal -18.1087 -3.10452 35.74318 3.964967 -17.7581 68.05117 18.1769
Tanzania -14.8851 -17.0485 20.6583 25.06333 10.32795 -4.53830 33.60957
Uganda -46.3164 80.59614 -54.2432 211.2086 15.83929 9.185148 48.50519
South Aftica 1.580934 6.421671 27.12453 15.55578 14.71266 -4.75832 9.936749
Congo, Dem. Rep. -42.8691 8.963797 -11.8758 77.94009 -11.5947 16.37875 6.651806
Zambia 32.04327 20.73994 17.84165 138.0574 -9.76169 0.638882 -17.5398
Zimbabwe -15.6265 -31.4883 20.69833 14.24232 -46.868 170.9738 -56.4318

Africa Development Indicator (2008)
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2001 and 2007. The growth rate figures reported also
mndicate a sluggish response m the movement of
agricultural exports in most SSA countries.

RESULTS AND DISCUSSION

The discussion in the last section then bring us to
the 1ssue of what could have been responsible for the
sluggish response of agricultural exports to adjustment
reforms m most SSA countries. Some of them are
highlighted:

Natural barriers to trade: Aside from the barriers (trade
and exchange rate) that structural adjustment seeks to
dismantle, there are other factors affecting agricultural
export performance in SSA. Trade policy barriers may be
only a part of the various barriers to trade among the
mumerous factors that increase the transactions costs of
trade. These other factors include among others natural or
geographic barriers such as those associated with
distance being remote or landlocked, usually focusing on
transport costs. Transport cost 1s one of the non-policy
barriers to trade. This is a particular problem in SSA, not
only for the many landlocked countries but also because

significance of transport costs. Table 7 compares such
ratios for the 4 regions m SSA in 1980, 1985, 1990 and
1994, Transport costs have been increasing in SSA except
i 2000 when 1t declined slightly to 10% of umit values.
However by 2003, it had risen to 30% of unit values.
Transportation costs of this nature are a barrier to trade.
They are equivalent to a tax on exports, making SSA
economies less competitive.

The Central African region which comprises many
landlocked countries faced the lighest transport costs of
over 96% of unit values in 2003 while the East Africa
region faced the lowest transport costs. Transport costs
declined in both the East and Southern African region
from 19 and 14-5 and 8% of unit values between 1985 and
1990, It later rose to 12% of urnt values for the East Afica
region m 2000. The increase m transport cost for the West
Africa region was largely due to Niger republic while Chad
and Tesotho were responsible for the large increases
recorded in the Central and Southern Africa region,
respectively (Table 8). These statistics clearly suggest
that international transport costs could have a sigmificant
adverse unpact on the level of SSA agricultural exports.

Table 7: Regional transpoitation costs in S84

: : : : Central East Southem West All
many countries Wlth sea cqasts have large interiors that Periods “\fiica Africa Afiica Afiica 434
make transportation of agricultural exportable goods to 1980 098 1.03 1.00 1.07 104
the sea coasts costly. A standard proxy in the empirical 1985 0.90 119 114 1.0 1.07
literature for international transport costs 1s the ratio of }ggg }g }'83 }'gg }g }'?2
the cost, insurance and freight (cif) price to the free on 2000 119 112 Log 0.00 110
board (fob) price of imports. The ratio captures the 2003 1.96 1.02 1.09 113 1.30
Table 8: Transport Costs (CTF/FOB) by country, selected years
Regions 1980 1985 1990 1995 2000 2003
Central Africa
Burundi 1.122 1.2430 1.220 1.334 1.371 1.203
Cameroon 0.989 1.0135 0.978 0.841 1.153 2.560
Central African Rep. 0.438 0.6720 0.639 1.333 0.895 0.920
Chad 1.329 1.0000 1.100 1.723 1.486 7.759
Congo, Republic of 1.030 0.9490 1.210 1.023 1.020 1.033
Equatorial Guinea 0.548 04110 1.145 0413 1.542 1.542
Gabon 0.981 1.0000 1.140 1.001 1.092 0.943
Rwanda 1.241 1.3600 1.276 1.084 0.945 1.051
S4o Tomé and Principe 1.219 0.4970 1.635 2.250 1.209 0.691
East Africa
Comoros 1.300 1.2910 1.140 1.168 1.168 1.168
Ethiopia 1.119 1.1810 1.185 1.047 1.115 0.866
Kemnya 0.906 1.1300 1.108 1.118 1.020 1.047
Madagascar 0.784 1.1970 1.149 0.864 0.733 1.093
Tanzania 1.154 0.9710 1.149 1.249 1.112 0.957
Uganda 0.923 1.3740 0.585 1.139 1.617 1.007
Southern Africa
Botswana 1.149 1.3600 1.208 1.190 1.392 1.101
Lesotho 1.007 1.0470 0.999 0.999 1.001 1.387
Mauritius 1.190 1.1360 1.082 1.090 1.076 1.066
Mozambique 1.036 1.1140 1.156 1.059 1.001 0.994
Seychelles 1.180 1.1800 1.123 1.086 1.097 1.141
South Africa 1.045 1.0620 1.064 1.114 1.089 1.163
Swaziland 1.167 1.1600 1.126 0.947 1.004 0.949
Zambia 0.976 1.2630 0.807 0.930 1.125 1.125
Zimbabwe 1.085 0.9750 1.221 1.475 1.003 0.964
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Table 8: Continued

Regions 1980 1985 1990 1995 2000 2003
West Alrica

BRenin 1.060 1.014 0.819 1.197 1.187 1.612
Burkina Faso 0.973 0.942 0.987 1.320 0.949 1.133
Cape Verde 0.817 0.992 1.120 1.080 1.018 0.715
Cdte d'Tvoire 1.144 1.240 1.153 1.206 0.999 1.000
Garnbia 1.201 1.247 1.336 1.122 0.904 0.713
Ghana 1.242 1.294 1.058 1.129 1.078 0.907
Guinea 0.873 0.880 0.995 1.235 0.907 1.230
Guinea-Bissau 0.894 0.920 1.259 2.239 0.786 1.176
Mali 1.422 0.911 1.322 1.386 0.99% 0.987
Niger 0.875 1.068 0.774 1.222 1.058 1.495
Nigeria 1.131 1.192 1.140 0,999 1.015 1.263
Senegal 1.202 1.037 1.047 1.136 1.000 1.264
Sierra Leone 1.105 1.070 1.058 0.793 1.091 0.976
Togo 1.050 0.948 0.961 1.171 1.006 1.465

Researchers’s computation from statistics obtained in IMF IFS (2005)

Nevertheless, these international transport cost
statistics do not mcorporate the cost of inland
transportation or port charges which may be very high for
some countries. The importance of these charges should
not be underestimated. For example, World Bank data
show that port charges for clearing a 20 foot long
container through Abidjan, Céte d’Ivoire and Dakar,
Senegal were $1,100 and 910, respectively. In contrast, the
ocean freight cost for shipping the container to Hamburg,
Germany or Le Havre, France ranged between $1,350 and
1,430. In addition, the structure of sub-Saharan Africa’s
transport costs appears to have an important adverse
unpact on the types of goods exported from the region.
Specifically, nominal freight costs for many processed
commodities (like cocoa powder and butter) are higher
than those on the primary unprocessed component
(cocoa beans). Similarly, some processed products like
plywood and veneers are higher than those on rough or
sawn logs. Sub-Saharan African countries may have many
reasons for wanting to shift to exports of processed
goods (greater price stability, job creation, mcreased
levels of export earnings, etc.) but the structure of freight
costs often works against local processing of
domestically produced commodities. Thus, remoteness
poor infrastructure and bemng a landlocked country can be
a damaging factor to agricultural trade because they
increase trade costs and such costs are a burden on many
SSA countries.

Market access: Access to foreign markets 135 a critical
determinant of export performance. It relates directly to
the characteristics of the trading partner countries such as
the size of their market and transport facilities and
inversely to their own internal transport costs. Tt also
depends positively on the size of the export basket and
the number of differentiated items and their prices which
m tum are affected by market entry conditions.
Developing countries in sub-Saharan Africa receive one
of two types of general preferences: those provided under

the BEuropean Union’s Lome Convention and those
provided by other OECD countries under the Generalized
System of Preferences (GSP). Many GSP schemes further
differentiate between developing countries in general and
those the United Nations (UN) has designated as least
developed countries (which are predominantly in sub-
Saharan Africa). These schemes extend even lower
preferential tariffs to the latter group of countries. Once an
account is taken of these preferences, tariffs on SSA
exports to all OECD markets are very low. As aresult, SSA
countries have enjoyed preferential market access to
OECD markets, most especially the EU. For example,
mauritius has sigmficant exports of textile and clothing
manufactures but has relied to a great extent on
preferential access to the European Union. Other
countries such as Lesotho and Kenya have increased
clothing exports to benefit from preferential access to the
United States (US) under the African Growth and
Opportunity Act (AGOA). In general, preferential access
to developed country markets has been an important
feature of African exports.

The erosion of trade preferences may imply
significant losses for some SSA countries in the case of
manufactures such as textiles and agricultural exports
which may increase the challenges facing SSA countries
attempting to diversify exports beyond processing of
commodities. This is because an advantage from a
preference can only be available where the preference-
giving party (for example the EUT) applies some restrictions
onits trade with third countries.

Therefore if the EU does not apply restrictions on its
trade with third countries, there is no value in granting
preferences. Thus while SSA countries might have a trade
preference in the form of zero or low duty, the value of
such preferences needs to be examined in the light of the
duty facing other non-preferential exporters. In addition,
aside from tariffs and mport duties, industrial countries
apply Non-Tariff Barriers (NTBs) such as quotas and
restrictive licensing requirements to agricultural exports
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from SSA. Sandrey classifies-albeit arbitrarily three broad
categories of NTBs: those measures put in place to
protect the public health, safety and the environment.
These mclude most Sanitary and Phyto-samtary (SPS)
measures and standards; an assortment of trade policy
measures such as export assistance, export taxes, import
licences, import quotas, production subsidies and the use
of trade remedies (Anti-dumping (AD)), safeguard and
countervailing duty measures and an array of
admimstrative disincentives to export (which are not
regulations per sec for example, customs clearance delays,
lack of transparency and consistency in customs
procedures, high transport charges and bureaucratic or
arbitrary document requirements and their processing for
shipments (Maduna, 2005).

Over the past quarter century, Anti-dumping (AD)
has emerged as one of the most widespread impediments
to international trade. The number of AD initiations per
year more than doubled between the late 1980s and the
late 1990's, reaching 366 mn 2001 and decreasing to
about 220 1n 2004,

The traditional users (including Australia, Canada,
the Huropean Union and the United States of America)
accounted for over 80% of total AD initiations in the
1980's and the first half of the 1990's (UNCTAD, 2005). An
explanation for the large mcrease in AD 1s that it is
relatively user-friendly.

Contrary to most other trade policy instruments such
as tariff, quotas and voluntary export restraints, AD has
not been brought under strict multilateral discipline
through the GATT or WTO. This has led to an increasing
gap between the legal defimtion of dumping and any
economic notion of dumping: AD has less to do with
combating unfair trade and more with improving the
competitive position of the complainant against
companies of countries against which complaint 1s
lodged. Tn other words, AD in many cases has become a

Table 9: Trends in primary export prices (2000 = 100)

contemporary form of trade protection. This has important
implications for the agricultural export prospects of SSA
countries trying to upgrade export products which
includes improving domestic contents or selling their
own-brand products through independent distributors. ITn
doing so, some of these countries often rely on a price
policy involving a reduction in the retail price to make
such products attractive in foreign markets. Even though,
such pricing may simply reflect lower profit margins
arising from avoidance of middlemen’s rent, it exposes the
exporting country to the risk of being targeted for AD
initiations. These barriers have serious implications for
developing countries in terms of high compliance costs
and potential or actual trade losses as an increasing
number of their exports are being subjected to these
barriers.

Price volatility: Tt is quite often argued that world demand
for tropical agricultural products is fairly price inelastic
and ncreases in SSA countries exports may mevitably
lead to lower world market prices and possibly even to
lower export revenues. However, this argument does not
hold for all tropical export products for instance fruits and
vegetables. Tn the food category, the price of wheat
increased from $91 .4 per metric ton in 1985 to $158.4 per
metlric ton in 1996,

Thereafter, it witnessed a steady declined but
showed some recovery in 2001. The value increased to
3126.8 per metric ton in 2003 from $108.2 per metric ton
recorded in 2002. A similar pattern was recorded by maize
and sugar between 1980 and 2003. They both witnessed
a decline n their prices between 1996 and 2001 when they
started ncreasing again. However m the case of sugar, 1t
declined from 105.6 cents per pound in 2001 to 84.2 cents
per pound in 2002 The commeodity recorded another
increase to 87 cents per pound m 2003 (Table 9). In
the tropical beverages category, the price of cocoa

Commodity 1985 1990 1995 1996 1997 1998 1999 2001 2002 2003
All commodities 96.0 124.3 138.0 134.9 131.7 114.4 98.4 96.4 97.2 1051
All foods 103.4 121.8 1389 145.0 142.4 1263 102.8 99.6 102.5 106.8
Wheat 91.4 88.9 139.4 1584 127.0 99.3 96.0 99.5 108.2 126.8
Maize - 123.9 142.7 179.9 1321 117.9 108.7 101.1 111.0 117.9
Sugar 49.6 1534 162.4 146.2 139.0 109.6 76.7 105.6 84.2 86.7
Tropical beverages 179.1 107.6 163.3 1361 176.7 149.6 1182 79.4 88.7 94.1
Coffee 151.9 94.1 154.3 127.9 193.9 139.2 113.5 70.4 63.6 65.6
Cocoa 254.0 143.2 161.5 164.0 182.4 189.2 1284 122.7 200.3 197.7
Tea - - 71.1 1.4 96.5 100.7 93.7 79.9 72.2 78.3
Agricultural raw materials 92.5 130.2 153.1 1374 122.7 107.8 97.0 96.1 93.8 1124
Cotton 108.9 127.9 159.4 136.9 124.6 114.7 85.1 81.0 72.5 105.9
Hide 63.8 115.0 109.9 108.8 110.0 95.6 89.9 105.5 102.4 85.2
Rubber 112.8 1294 239.2 210.7 1511 106.1 92.7 859 114.3 162.0
Wool 132.6 216.3 174.3 1485 167.1 114.8 106.8 82.8 - -

Minerals ores and metal 81.2 127.0 1281 1104 111.9 90.7 89.0 89.2 86.8 97.6
Copper 78.2 146.8 161.8 126.5 125.5 91.2 86.7 87.0 86.0 98.1
Aluminum 69.8 105.8 116.6 97.2 103.2 87.6 87.9 93.2 87.1 92.4
Iron Ore 96.0 111.3 97.4 103.3 104.4 107.3 97.4 104.5 103.4 1122
Gold 113.7 1374 137.7 139.0 118.7 105.4 99.9 97.1 111.1 1303

UNCTAD (2005)
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declined from 254 cents per pound in 1985 to 189.2 cents
per pound in 1998. Although, it increased to 200.3 cents
per pound m 2002, it however declined agan to 197.7
cents per pound in 2003. An almost similar pattermn
emerges for the price of coffee and tea.

A noteworthy point about the data in Table 8 is the
existence of the variations in commodity prices from one
year to the next which makes it quite difficult to forecast
prices. This large variability in prices could be taken as
the primary cause of instability of African export earnings
and could be another reason why the market share of SSA
export 1s falling at the world market.

Poor agricultural policies: Government agricultural
policies also have been poor, providing only weak
economic mcentives to rural producers. Privatization and
other structural adjustment policies led to an over-hasty
withdrawal of the state from direct production. In the
absence of a sound private sector, this caused severe
dislocation of production, farm trade and farmer support
services. Agriculture also has been starved of investment.
Many African governments devote >1% of their budgets
to agriculture. Not only have overall donor aid levels
declined but donor priorities have simultaneously shifted
away from agriculture toward other sectors. Worldwide,
the amount of aid allocated to primary agriculture declined
from $11 billion n 1990 to $7.4 billion i 1998.

The decline has been especially sharp in the case of
the World Bank which provided 39% of its total lending
to agriculture in 1987 but only 7% in 2000 (Harsch, 2004).
Thus, the reasons for the stagnation m agricultural
responses can be said to be multiple: continuing
dependence on uncertain, nutritional deficiencies in
Africa's soils, small and dispersed domestic markets, the
instability and decline of world prices for African
agricultural exports, the small size of most farms, farmers'
frequent lack of organization, the lack of rural roads and
additionally, the neglect of the particular needs of women
farmers (who produce most of the continent's food).

World demand: The success of any structural adjustment
policy depends very much on the prospects of world
demand for SSA export commodities. If world demand for
a specific commodity increases by 3-3% because of
population growth and per capita income increases, SSA
countries exports could grow by 3-3% without leading to
mcreased world market shares (Koester ef al., 1989). A
continental market share analysis has revealed that SSAs
have lost market shares for most commodities over time.
In the light of SSA countries past export performance any
structural adjustment policy would be termed moderately
successful if negative export growth for most commodities
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were stopped and cwrrent market shares maintained.
However, this is not the scenario as highlighted in
Table 5 where the annual average export growth for most
SSA countries 1s negative.

Market share: If SSA countries were to increase their
exports of mdividual products significantly, this might
have only insignificant effects on world markets in cases
where their share of world markets is small. Real problems
are expected for commodities for which SSA countries
share in global exports 1s rather large. SSA countries hold
high market shares for their two main export products,
coffee and cocoa. Hence, one might expect that SSA
countries export growth could affect the world market
prices of these two commodities. Moreover, increased
coffee and cocoa exports could result in negative margimal
export revenues. However, there are other products such
as palm kernels, sisal, groundmut oil and groundnuts
where SSA countries are dominant exporters with high
shares on world markets but the export values and their
share in SSA countries total export revenue are fairly
small. Hence, a decline in world market prices of these
commodities might cause fewer adjustment problems than
1n the cases of cocoa and coffee. By way of illustrations,
in terms of individual countries share of world exports,
Cote d’Ivoire is one of the few SSA countries with over
30% of world market in cocoa exports. Siumilarly, Niger and
Namibia also account for a good share of the world
exports market in uranium and tobacco exports,
respectively. Although, the primary commodity exports
of virtually all SSA countries take a substantial part of
each country’s exports, the market share of SSA countries
in primary commodity exports in world exports cannot be
said to be encouraging (Table 10).

Unprocessed nature of agricultural exports in SSA:
Most SSA countries are small and thus each account for
a small percentage of world exports or imports. The
decline in demand for major export products which are of
crucial importance to SSA and the reliance on a narrow
range of unprocessed primary commodity exports have
made SSA countries vulnerable to market fluctuations and
weather problems (Table 11). In the late 1990's, about
39 African countries depended for more than half of their
export earnings on just primary commaodities. Tn addition,
the collapse of world commodity prices in 1998 was
equivalent to a real income loss of 2.6% of SSA GDP
between 1997 and 1998 (UNCTAD, 2008). Thus, supply
shocks with its attendant problem of price volatility and
the resulting terms of trade losses could be the probable
causes of the weak response of agricultural export to
structural reforms.
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Table 10: SSA countries with a high percentage share of world exports of a primary commodity (2001-2002)

Percentage share of:

Countries Commodities Value of export (U8 $m) Country Total Country export World export

Cote d’Ivoire Cocoa 1656547 37.11 48.24 31.31

Ghana Cocoa 401584 18.27 11.69 7.59

Madagascar Spices 156826 40.66 341 6.38

Zimbabwe Tobacco, 379150 21.46 12.57 6.81
Unmanufactd, refuse

UNCTAD (2004)

Table 11: Major exports of selected SSA countries

Countries Cormmodity exports

Benin Catton, crude oil, palim products, cocoa

Botswana Diamonds, copper, nickel, soda ash, meat, textiles

Burkina Faso Chatton, livestock, gold

Burundi Coatfee, tea, sugar, cotton, hides

Cameroon Crude oil and petroleumn products, lumber, cocoa beans, aluminum, coffee, cotton
CAR Diamonds, timber, cotton, coffee, tobacco

Cote d’ivoire Cocoa, coffee, timber, petroleum, cotton, bananas, pineapples, palim oil, fish
Ethiopia Coffee, qat, gold, leather products, live animals, oilseeds

Gabon Crude oil (77%0), timber, manganese, uranitim (2001)

Garnbia Peanut products, fish, cotton lint, palm kernels, re-exports

Kerya Tea, horticultural products, coffee, petroleumn products, fish, cement

Malawi Tobacco (60°4), tea, sugar, cotton, coffee, peanuts, wood products, apparel
Mali Catton, gold, livestock

Nigeria Petroleurn and petroleun products (95%), cocoa

South Africa Gold, diamonds, platinum, other metals and minerals, machinery and equipment
Zambia Copper/cobalt (64%), cobalt, electricity; tobacco, flowers, cotton

Zimbabwe Clatton, tobacco, gold, ferroalloys, textiles/clothing

Uganda Coffee, fish and fish products, tea, cotton, flowers, horticultural products; gold

CTA World Fact Book (2009)

Policy issue: The core theoretical criticism of export-led
growth is that it suffers from a fallacy of composition
whereby it assumes that all countries can grow by relying
on demand growth in other countries (Blecker, 2000).
When pursued globally, there is a danger of a beggar-thy-
neighbor outcome in which all try to grow on the baclk of
demand expansion in other countries and the result is
global excess supply and deflation. For individual
countries export growth represents a way of growing
demand. However if export growth, comes at the expense
of foreign demand growth then it may just shift the
country’s composition of growth without raising overall
world  economic growth. Developing countries,
particularly SSA countries are rivals with each other and
when one country manages to increase its exports it often
does so by crowding out the exports of another
developing country. This is the fallacy of composition as
it applies to the developing world. Export-led development
may work when adopted by one or even a few countries
but 1t takes on a zero-sum dimension when adopted by all
this, the proponents of SAPs refused to acknowledge.

A second issue concerns developing countries’
terms-of-trade. The export-led growth model prompts
countries to shift ever more output onto global goods and
commodity markets, thereby aggravating the long
standing trend deterioration in developing countries
terms-of-trade. This pattem partakes of a vicious cycle
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since falling export prices compel developing countries to
export even more thereby compounding the dowmnward
price pressure. This vicious cycle has long been visible
for producers of primary commodities (Prebisch, 1950,
Singer, 1950).

Way forward: African agriculture is in crisis and such a
situation requires a crisis response. Nevertheless, the
findings from the study discussed in the last section
presents various policy implications for SSA’s countries
policy makers m thewr attempts to boost agricultural
exports and fostering the mtegration of SSA countries
into the global economy.

Strengthening of trade policy reform measures:
Continuous and mcreased utilization of structural
adjustment reform tools such as tariffs and non-tariff
barriers should be used to reduce anti export bias.
Although, tanff regimes have been sigmficantly liberalized
over the past two decades, further reduction and
simplifications of the tariff regime are still possible. The
reason is that the number of different tariff rates is still
high for some SSA countries and considerable variation
of tariff rates at the 8 digit HS level remains. While the
ability to reform the tariff structure is being constrained
by the numerous trade preference agreement that have
been negotiated, it 1s still possible to simplify the Most
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Favoured Nation (MFN) schedule by unifying tariff levels
within the 4 digits HS code and also reducing the number
of tariff rates to 6.

This simplification is very mmportant since future
bilateral trade negotiations may entrench the existing
complexity of the tariff structure. In addition, other
restrictive measures such as mmport duties and taxes,
umport prohibitions, quantitative restrictions and licensing
should be reduced to the barest minimum if not
completely eliminated.

Infrastructural support: Infrastructural support by the
government becomes even more crucial for trade
policy reforms to be effective. Roads are in poor state,
sea-bound transport link for landlocked countries are
weak and the costs of transportation to market overseas
are prohibitive. Tn addition, electricity supplies in many
SSA countries are also epileptic. SSA countries could do
much to raise their supply capacity by mvesting in
infrastructural  facilities and  services such as
telecommunication, transport infrastructure, power
generation and distribution for better export performance.
In addition, adequate infrastructural support (especially
good roads and adequate power supply) will go a long
way to reduce the perishable nature of agricultural
outputs which are meant for export. As earlier mentioned,
transportation of agricultural output 1s a problem m SSA,
not only for the many landlocked countries but also
because many countries with sea coasts have large
interiors that make transportation of exportable goods to
the sea coasts costly. A more active role of the
government as well as private public partnership 1s
required to stimulate and carry out investment in
infrastructural facilities.

Roads and marketplaces: In Sikorola, a village in western
Burkina Faso, farmers generally benefit from adequate
rains and more fertile soils. But their efforts to expand
output are hampered by the area i1s very poor physical
mnfrastructure. We are ready to produce more maize and
potatoes, says one member of the Siguizani family but
there is no road to transport the crop. Sikorola is not
unusual. Across Africa, paved rural roads scarcely exist.
Much produce 15 taken to market by cart or bicycle over
unpaved roads or by foot along narrow paths cut through
the brush. Africa has the lowest density of paved
roads of any world region. Out of 1.8 mn km of roads n
sub-Saharan Africa only 16% are paved.

Moreover, many of Africa's paved roads have
deteriorated badly from overuwse and inadequate
maintenance. Because of poor road quality, lorry drivers
in rural Cameroon may charge an extra CFA1,000-2,000
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(UUS$1.70-3.40) for just a short trip of 6 km. Higher
transport costs raise the prices farmers must charge,
reducing ther competitiveness in both domestic and
international markets.

Because farmers will not have much incentive to grow
more without the roads, storage facilities and other
physical mfrastructure, they need to market their crops,
the CAADP urges that more than half of the investments
projected under the plan be directed toward rural
infrastructure (not counting irrigation systems). In
addition to reads and other hard mfrastructure, the
CAADP argues, farmers also need soft infrastructure:
communications and accurate price and market
information in order to take the best advantage of
changing market opportunities.

External markets also are vital for many of Africa's
producers of cotton, cocoa, coffee, tea and other export
crops. Yet world market conditions have not been
favourable to African farmers. Not only are mternational
agricultural prices volatile but African exports face
restrictions on access to Northern markets and are
severely hurt by the high subsidies paid to rich farmers in
the industrialized countries. It 13 an irony, notes the
NEPAD agricultural plan that many African countries
have largely internalized the perspective that a dynamic
and sustainable agricultural economy cannot be based on
subsidies yet their agricultural systems continue to be
undermined by the subsidies paid out in precisely the
developed countries that are the main proponents of
liberalization (Agriculture: Africa's engine for growth,
small-scale farmers hold the key, says NEPAD plan by
Harsch (2004).

Market access issue: An important step in improving
market access requires the continuous lowering of trade
barriers for developing countries at all stages of
development. Efforts to improve market access should
include tackling high tariffs and tariff peaks and escalation
facing items of agricultural export of interest to
developing countries, the argument for the phasing out of
export subsidies and substantial reduction in trade-
distorting domestic support by developed countries.
NTBs have gained prominence in more recent times
through the application of discretionary measures by
importing countries under certain WTO rules. These
include Sanitary and Phyto-sanitary (SPS) measures,
Technical Barriers to Trade (TBT) and Anti-dumping (AD)
measures as well as evolving voluntary health,
environmental and other standards set by the private
sector operators, their associations and other Non-
Governmental Organizations (NGOs). These barriers have
serious unplications for SSA countries m terms of high
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compliance costs and potential or actual trade losses as
an increasing number of their agricultural exports are
being subjected to them.

Actions to unprove market access in agricultural and
non-agricultural areas should be accompanied by
measures to help SS5A countries gain actual market entry.
These
appropriate, non-tantf barriers and evolving discretionary
measures, particularly those related to technical
regulations and standards, sanitary and phyto-sanitary
measures, environmental conditions and anti-competitive
market structures and practices. Anti-dumping in
particular seems to have become the defence mechanism
of choice and further disciplining on the use of such
measures may be required if the gains from trade policy

should mclude disciplining and removing as

reform are to be realized. Also important are private sector
measures and requirements such as voluntary standards.
A major effort is required to ensure that these standards
developed transparently with
participation of SSA countries and applied n a non-
discriminatory manner. Simultaneously, innovative
measures, complemented by capacity building support are
required m order to upgrade substantially developing
countries technical levels and capacity, particularly in
standards  setting in accordance with relevant
international standards and scientific criteria as well as

and measures are

helping developing countries to meet legiimate health
and safety requirements.

World demand for SSA countries exports could be
further stimulated if industrialized countries were to open
up their markets to imports from developing countries.
According to the market share analysis, the EU and other
OECD countries are the most important regions for SSA
countries exports. These countries have restricted access
to their markets much more for processed agricultural
mnports then for raw products. Liberalization of
agricultural imports would create additional demand
for SSA countries exports. Moreover, removing the
presence of tanff escalation could help SSACs to set up
an export-oriented agro-industry without facing strong
external demand constraints.

Strengthening of SSA  productive capacity and
diversification of exports: The productive capacity of
most SSA countries needs to be strengthened to achieve
the little gains from structural adjustment reforms.
Increasing domestic supply capacity and enhancing
mternational competitiveness should rank high among the
strategic objectives of policies at the macro, sectoral and
micro levels. Specific market failures, the lack of
entrepreneurial base, imperfection in technology and
capital markets as well as linkages and extemalities among
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different sectors should be adequately factored into
policy measures. Addressing the problem of SSA
countries’ inability to diversify their exports from primary
commodities into semi-processed should enhance
agricultural export performance of the sub-region. Efforts
should be made to diversify from exports of unprocessed
low value-added primary commodities often exported
unprocessed mto those agricultural exports where world
demand is growing. The extent of benefit from improved
agricultural export performance depends to a considerable
extent on the magnitude of domestic value added.

Vigorous export promotion strategies: SSA countries
should adopt vigorous export promotion strategies.
Export incentives such as export subsidies and finance,
duty drawback and manufacture-in-bond schemes, export
promotion and assistance should be pursued to reduce
the anti-export bias resulting from the protection of
domestic markets by tariffs and import prolibitions.
Nevertheless, export incentive schemes require individual
evaluation to determine the extent of the contribution of
each scheme to export promotion geals with a view of
expunging moribund and redundant schemes and
replacing them with new relevant ones.

Need to diversify into semi-processed products: There is
a good need for SSA countries to diversify into semi-
processed agricultural goods in order to gamn competitive
edge in the global market. This will help solve of the
constraints being faced by unprocessed primary
products. Most of the exported primary commodities
usually find their way back to SSA countries as semi-
processed commodities. Consequently, SSA countries will
do a lot better if they processed some of the agricultural
outputs. A good example is raw cocoa beans which can
be processed into cocoa butter and cocoa cake for making
chocolate.

A case study of success story of the indonesian oil palm
sector: The development of the oil palm sector m South
East Asia started in 1848 when four seedlings were
transported from Africa to the botanical garden in
Buitenzorg (the presentday Bogor) n Java which was
then under Dutch colomal control. The descendents of
these four palms were transferred to Deli in Sumatra where
they were first used for ornamental purposes only. The
first large-scale Indonesian o1l palm plantation was set up
by Dutch traders in 1911 using the seed of these Deli-
palms. Soon afterwards, British traders set up oil palm
plantations in Malaysia as well Setting up state-owned oil
palm plantations i Indonesia was made possible by the
Agrarian adopted by the colomal government m 1870
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which declared all land not under permanent cultivation to
be waste land Dutch developers were then offered as
much land as they needed on 75 years renewable leases
at nominal rent. Until the 1940's palm o1l preduction
developed at a moderate pace in both Malaysia and
Indonesia as it was restricted mainly to use as a lubricant.
A more rapid phase of expansion began in Malaysia in the
1950 and 1960's which turned Malaysia mto the dominant
oil palm producer in the world. Final processing industries
in the industrialized world discovered that cil palm could
be a cheap alternative to crude oil (for mstance in
detergents) to butter (margarine) and to other edible oils.
World demand for palm oil therefore increased
substantially. At the same time, global demand for rubber
decreased, making it attractive to tumn rubber plantations
mnto o1l palm plantations.

Post-colonial decline (1945-1968): After Indonesia had
gained independence 1n 1945, the plantation system partly
collapsed as Dutch plantation owners no longer had the
backing of the colonial government and labour migration
was no longer undertaken with government assistance.
Furthermore, president Sukarno promoted an 1solatiomst
policy during the period (known as Guided democracy),
antagonistic towards the entry of foreign capital or
foreign loans. Tn 1957, the Dutch colonial plantations were
nationalized and placed under the control of the New
State Plantation Company (Perusahaan Perkebunan
Negara Baru). Since, then they suffered a period of
declining production. In 1967, the oil palm plantation
sector covered no >106,000 ha including 65,573 ha of
state-owned plantations.

First expansion phase (1968-1985): From 1968, president
Suharto started to invest again in the Indonesian oil palm
sector by making direct mvestment via state run
companies called Perseroan Terbatas Perkebunan (PTPs).
During this period, the area planted with oil palm on
government estates grew from 65,573 ha in 1967 to
176,408 ha in 1979. Most of these plantations were found
in Sumatra, primarily North Sumatra. However, the
government began to expand stateowned plantations into
Kalimantan and Irian Jaya in the late 1980's.
Since 1979, the development of private plantations
smallholder estates was stimulated by the
government as well with some World bank aid. Under the
so-called PIR/NES schemes (Perkebunan Inti Rakyat or
Nucleus Estate and Smallholder Scheme) private
developers (known as Inti or Nucleus) planted plots of
land with oil palms on behalf of smallholders located
nearby. Most of these smallholders were migrants from

and

other areas.
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As the oil palms matured, usually after 3-4 years, the
plots were transferred to the smallholders (known as
Plasma) who developed the plantations under the
supervision of the Inti developers. Inti developers were
then required to purchase the o1l palm Fresh Fruit
Bunches (FFB) from the smallholders, process them mto
CPO and sell this CPO on the market.

Since the PIR/NES scheme was initiated, smallholder
plantations have further expanded under the PIR-
Transmigration scheme (1986-1994) and the KKPA
scheme (1995-1998) which both stimulated smallholder
developments in transmigration areas. Non-existent in
1978, planted areas held by smallholders grew to a total of
1.1 million ha in 1999. Most smallholder estates are found
in Riau, Scuth Sumatra, North Sumnatra, Jambi and West
Kalimantan. During this first expansion phase, total
acreage of the Indonesian oil palm plantation sector
increased fivefold from 120,000 ha 1n 1968 to 600,000 ha in
1985,

Second expansion phase (1985-1998): As the world
demand for oil palm continued to grow at a rapid pace, the
Suharto regime recognized the possibilities of further
developing the oil palm sector during the 1980's. Labour
costs are much lower in Indonesia than in Malaysia and
land 18 more abundantly available. The average cost of
producing 1 ton of crude palm o1l was calculated i 1998
at 1IS$ 225.5 for Malaysia, US$ 296.1 for Colombia,
US$ 2984 for Ivory Coast and only US$ 2068 for
Indonesia. In the mid 1980's, the Indonesian government
formulated a policy goal to overthrow Malaysia as the
world’s largest palm oil producer.

To achieve this amm, large forest areas where handed
out to the large Indonesian business groups and to
foreign investors. Officially, the government reserved
5.5 million ha, mainly covered with forests to be converted
into oil palm plantations. But the Indonesian consultancy
data consult in 1996 calculated from records of the
investment Coordinating Board (BKPM) that the
government had actually allocated 9.13 maillion ha of land
for ail palm plantations mn the eastern part of the country
alone including 5.56 million ha in Irian Taya, 1.70 million ha
in East Kalimantan and 1.80 million ha m Maluku.

Even this area looked insufficient to satisfy, the
appetite of the oil palm plantation sector. According to
some sources, private plantation companies around
1995 had applied for the conversion of an additional
20 million ha of forestland into oil palm plantations. Part
of this tremendous demand was motivated by the search
for cheap timber supplies, rather than serious mvestment
plans.
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Greater private sector involvement in the oil palm
sector was also encouraged between 1986 and 1996 by
granting access to credit at concessionary rates for estate
development, new crop planting and crushing facilities.
Newly established companies could then draw on a loan
from an executing bank at a rate of 11% during land
preparation and establishment of the trees and 14% after
the trees had begun to yield. In tum, the executing bank
was eligible to borrow from the bank of Indonesia at a
concessionary rate of 4%.

The mterest subsidies were intended to help
mvestors overcome risks and uncertainties associated
with establishing estates involving smallholders. As a
result of this expansion drive, the area planted with oil
palm i Indonesia increased considerably from the mid
1980's. Starting from about 600,000 ha n 1985, the total
area reached approximately 2.8 million ha in 1998 and
4.1 million ha in 2003.

Private plantations which covered just 145,000 ha in
1986, experienced the strongest growth during the 1990's
and now cover 2.0 million ha. Greasy palms: European
buyers of Indonesian palm oil Jan Willem van Gelder,
March 2004,

Tncreased investment: Although, available financial
resources should be managed better, the Comprehensive
Africa Agriculture Development Programme (CAADP)
acknowledges, overall investments in agriculture need to
be drastically increased if Africa is to pull out of its
agricultural crisis. The 4 pillars highlighted mn the plan will
require $251 billion n investments between 2002 and 2015
(Table 11). Although, an ambitious amount the annual
average of $17.9 billion is less than the continent spends
each year on food imports. The plan expects that Africa
will be able to mobilize about half of the total amount
from its own resources with its share gradually increasing
as the continent strengthens its domestic capacities
(Harsch, 2004).

Boosting yields: Much can be done to increase African
farm yields through simple methods of improving soil
fertility and better utilizing the continent's available water.
The vast bulk of farmland 1s left to the vagaries of weather
including insufficient rainfall and flooding that may strip
away topsoils as well as unsustainable farming methods
that gradually deplete soil nutrients. There 1s a need for an
mtegrated approach that combimes much greater use of
organic matter and mineral fertilizers, higher-yielding
hybrid seeds, small-scale irrigation and other methods.
The plan notes that just 7% of arable land i Africa 1s
under imgation (with 40% of that land area mn North
Africa).
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As with fertilizer use, Africa's utilization of irrigation
pales in comparison with other regions: the share of
iurigated farmland in South America stands at 10% i East
and Southeast Asia at 29% and m South Asia at 41%
(Harsch, 2004).

While there is a need to upgrade and rehabilitate
existing large-scale mmgation schemes and to develop new
ones, the importance of promoting small-scale efforts
within the reach of poor farmers should be taken into
consideration by African policy malcers.

Technology for development: To succeed, SSA's efforts to
boost agricultural output which can then be exported, it
must also rely on greater use of science and technology,
the plan's fourth, long-term pillar. Research has shown
that improved varieties of millet, sorghum and other
traditional African grains can also significantly boost
yields. Beyond seeds, farmers need access to animal
health remedies, safe pesticides and other mputs as well
as traming m agro-forestry and wvarious skills. SSA's
agricultural research institutes and extension services
have very little capacity to engage in new scientific
research or get existing technologies out mto farmers
fields. In part such problems can be overcome by finding
new ways to generate and handle scientific knowledge.

Relaxing external demand constraints: For SSA
countries, the 1ssue 1s not whether to mtegrate or not.
SSA  countries need to and must integrate their
economies. More than ever before, SSA countries need to
pay more attention to their regional integration agenda.
Regional integration efforts should now move beyond
rhetoric into concrete plans and actions for effective
integration of Markets. SSA 15 the most fragmented
continent with about 165 national borders demarcating the
region into some 53 countries 22 of which have a
population of 5 million or less and 11 of which have a
population <1 million. This does not augur well for
industrialization as the national markets are small and
fragmented.

SSA  countries may face less severe external
demand-side constraints if simultaneously implemented
adjustment policies were to stimulate mtra-African trade
in agricultural products. Intra-African trade could be
boosted because adjustment policies are supposed to
reduce the barriers to trade and moreover are supposed to
spur income growth. Growing mtra-African trade could
play a dominant role m contributing to the successful
promotion of adjustment policies. The export pattern of
African countries could become more diversified and the
dependence on industrialized countries import demand
could be relaxed.
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However, growth in intra-African trade in agricultural
products will only materialize 1if there 13 a potential for
trade expansion. Tt is a well-known fact that African
countries do not trade much with each other. Past
experience seems to support the widely held belief that
African countries are very similar and hence, there is only
a small potential for intra-African trade in agricultural
products. However, this view considers only natural
factors such as climate and soil fertility as determinants of
production costs. SSA countries are quite different with
respect to other determinants of production costs for
instance per capita resource endowment, level of
development, infrastructure and institutional framework.
Additional benefits from intra-SSA trade accrue in several
ways. First, the expansion of a country export marlkets
supports the development of comparative advantage in
production. Second, mtra-3SSA countries trade leads to
export diversification away from the traditional exports to
industrial countries, 1.e., coffee, cocoa, etc.

Third, mtra-SSA trade is politically desirable, since it
supports regional economic and political integration in
sub-Saharan Africa. Of course, it has to be realized that
trade expansion among African countries is not an easy
task. Tt requires a liberalization of each country exchange
rate system and a simultaneous liberalization effort across
countries. In the African case, not much may be gained 1f
only one country opens up its borders. Because of high
transport costs to overseas markets and thus, large
differences between import and export parity prices, trade
effects due to unilateral liberalization may be insignificant.
However, simultaneous liberalization might allow
specialization with respect to comparative advantage.
Simultaneous implementation of adjustment policies can
be considered as a unique chance to integrate African
marlkets and thus, relax dependence on traditional marlkets.

CONCLUSION

This study yields a number of insights into the
analysis of export performance in SSA. Empirical evidence
shows that SSA countries have sigmficantly liberalized
their trade regimes over the past two decades or
thereabout. Although, the pace and patterns of trade
policy reform varies among countries, the general trend
tends towards lower barriers to trade.

This is evident in the significant reduction of tariffs
and non-tariff barriers, removal of exchange rate control
and elimination of export marketing boards among other
trade reform measures. While the study was able to
confirm the distortions caused by trade barriers on export
performance, there is not much evidence that the adoption
of trade policy reforms since, the mid 1980's have
produced a significant agricultural export response.
Declining infrastructure investment, particularly transport
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infrastructure (air/sea port, railways and roads) have
generated substantial transaction costs and dampened
the response of agricultural exports to the more
favourable trade environment being witnessed, since the
mid 1980's. In addition, factors external to an mdividual
country such as relative prices and income of trading
partners appears to be more important determinants of
exports than a country own structural adjustment policies.

This however does not imply that, at the margin,
structural adjustment policy reform is not beneficial. The
simple point 1s that there are many factors other than
structural policy that help explain the poor agricultural
export performance of SSA countries. Domestic policies
are necessary to reduce the various constraints on supply
response, increase transport and marleeting efficiency and
encouraging investment. To benefit from agricultural
trade, SSA countries need to mcrease the flexibility and
efficiency of resource use so that they can be competitive
in global markets.
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