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Introduction 

Economic growth in African countries has been ursatisfactory over the last two decad­
es. Instead of closing, the gap between per capita income in African countries and 
the industrialized world has widened over time. Hence, tnere is a general agreement
that all means for promoting internal growth should be applid. One of these means
could he to expand trade. Accepting that ,growth has in the past been driven by trade"
(W.A. Lewis, 1981, p. 25), tradL, could be used as an engine of growth. However, exoe­rience has shown that Africai countries face many constraints in promoting trade. 
Their trade is often concentrated on few agticuilural raw products and directed at in­
dustrizalized countries. As the import demand of industrialized countries for agricultur­
al raw prcducts increases only slowly -- if at all - its seems that trade can no longer
serve as an engine of growth. However, there may be escape.an Even if the potential
of trade with industrialized countries has been exhausted, ;t may well be that intra-African trade could be promoted. This strategy could serve two pu;poses: it cou'd 
stimulate domestic economic growth and it could contribute to decreasiig the depend­
ency of African countries on the industrialized world. For these reasons, it has beensuggested since long to foster intra-African trade. However, realities have no! met ex­
pectations. Trade in agricultural products among neighboring cou.,ries is still marginal
if at all existent. An obvious explanation seems to be that African countries are toosimilar and, therefore, there is no potential for division of labor among these countries. 
It is this hypothesis in particular wh:ch will be challenged in this article. 

The determinants of a potential for agricultural trade among African countries arediscussed and empirically investig,3ted in the first part of the paper. Ideally, a quantifi­
cation of comparative advantage should be given. However, as iis i..not possible,
only some indicators of comparative advantage will be proposed. In the second part
of this paper, i present some hypotheses for the present state of underdeveloped trade 
among African countries. Some strategies for making better rise of the trade potential 
will be discussed at the end of the article. 
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1. 	Determinants of the Potential for Agricultural Trade Among African 
Countries 

1.1 	A General discussion of determinants 

A 	necessary condition for welfare-improving trade is given, if internal price rlt,',in a 
pre-trade state diffei from those gven ina trading situation. This is also a sufficient 
condition, it there are no externalities in production and consumption. Price ratios can 
only differ because production costs differ, because preferences of consumers differ, 
or 	hoth. Consequently, differences in prcr'uction costs alone among trading countries 
are 	not a necessaiy condition for welfare-rnpi ovng trade. Nevertheless, the argument 
that th,'e is only a small notential for trade in agricultural nroducts among Afiict'i 
countries is nlily l),2seil on the hypothesis that the production conditions iii these 
countries are very sinrilLr andf.hence, there is no l)oential for intna African trade in 
agricltuial p1O(JtL-ts HOwevel this hypothesis can be challenged on the foliowing 
grounds The costs of producing ,grt(cultutal produCts arE only partly determined by 
natural cor(fitions, like climate zid soil,; of even greater importanc, cc-. fdhe per ca 
pita resnr)c11e enfowmeits, the level of dfevelopment, the transpot -osts, anf the size 
of a Cirt t y 

Endowment with resources as a determinant of comparative advantage 

Mos! Alnjc-w courrtries ale lani rich The ratio between population and acreage is gen­
eially mrich lower than to other parts of the world, esrecially in Asia. This may ind-
Cate that all these coontries have a cornlpiiitive advantage in producing land-tied agri­
cultua1 prodt owver, there are sigi cit differences among Afiican countries, 
especially if the potertial fertility of lanni , taken into consideration. Moreover, land 
and labor are not the only ifetermirnanrs of comparative advantage. Production alterna­
tives it the lion-agri'ltral sector, availability and costs of capital, natural resources, 
and the size of the couritiy cart )e more inpo tant. At, 11ithese determinants differ 
arnong Africii corrrtr is, ore would expect diffenes !ii oinparative advantage. 

The level of development as a determinant of comparative advantage 

The level of development can be expressed by several idicators. Some economic indi 
cators are the leei of per capita income an humanr capital. Pet capita income affects 
opportunity costs fo ibor , and, thus, determines comparative advantage. A country
with high lahol costs may lose its cornparative advantage in agricultural production. 
Cil exporting 0fc ic-ii cuti - es, like Nigeria, riay serve as a special case in point. High 
income growth due to fmorning revenue fror oil exports contributed to a declining ex 
ploitation of the land ase. This indicates that per capita income of a country is a 
determinant of a countr y's pi olouction pattern and, thus, of comparative advantage. 

Generally, it cart be expected that pet capita income is strongly correlated with human 
capital endowment. Those countries with a relative abundance in human capital may 
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lose their comparative advantage inproducing agricultural products which are mainly
based on land and unskilled labor. Instead, these countries may gain a comparative ad­
vantage in those agricultural and industrial goods which can only be produced using
cost-saving technologies if sophisticated know-how is available. Production of seeds 
and agro-industrial goods may be cases where more developed countries may have a 
comparative advantage. 

The level of development may also affect the dynamics of comparative advantage. Any
change in factor prices, factor endowment, or technology leads to changes in compara­
t~ve advantage over time and creates additional potential for trade flows. As per capita
income and incomne growth differ considerably among African countries,one could ex­
pect an increasing potential for intra-African trade in agricultural products. 

1ranpc t costs as a determinant of comparative advantage 

Specialization in production can only be welfare-improving, if marginal production 
costs in the exporting country are lower than marginal production costs in the import­
angcountry. However, marginal costs of production are normally dependent or; the 
',vel of prices. Hence, the exporting country must be able to produce as cheaply at 
',lling prices (export parity prices) as the importing country does at buying prices (im­
onit pal ity pr ices). Therefo-e, the differential between import and export parity prices
is a main determinant of trade and of comoarative advantage at locations. Itspecific 
can bt ,yponesized that transport costs are a main determinant of comparative advan­
tage :n agricultural production in the African case. First, transport costs per mile are
 
generally high inAfrica, especially if road transport has to be used and rails are not

available. This holds true for many land-locked African countries. Second, in general,
 
ponulation di.7sity in Africa is low, indicating that large distances may 
 have to be
bridged tierween regionally separated production and consumption centres. As the dis­
tances between specific locations of production and consumption differ widely from 
one production centve to arother, selling prices and, thus, opportunity costs must ne­
cessarily vary considwrab;y. Hence, there may be a scope for regional division of labor. 

The size of a country as a determinant of a trade potential 

It is a well known empirical fact that small countrie, are generally more open than 
large countries. This is not mainly due to a more libera! policy philosophy on the part
of policy makers in small countries, instead it is a reflection of potential benefits. 
Small economies lose relatively more by closing up their economies than large coun­
tries. 

Many Afr;can countries seem to be relatively open and, hence, potential benefits of 
additional growth intrade may be marginal. However, an in'lestigation of trade flows
reveals that the dirc,tion of exports has been very much influenced by former colonial 
ties and by links to specific industrial countries. Take for an example tlne case of the 
Southern African Development Coordination Conference (SADCC) counti ies (Table 1).
It is unlikely that these trading patterns reflect comparative advantage. 
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Table 1: Direction of SADCC trade, 1980 

Export Imports 

Major Share of Major Share of 
Country Total Suppliers Total Total Suppliers Total 

(U .S.$ (U.S.$ (percent) 
million) million) 

Angola 1.766.2 	 United States 40.1 1.359.1 Portugal 14.3 
United Kingdom 9.9 Brazil 9.6 
Japan 5.3 United States 9.0 

Germany, Federal 
Rep. of 8.3 
France 7.5

Botswanaa 508.0 	 Europa 63.0 679.9 Southern 

Africpb 87.0 
Western Western 
Hemisphere 20.0 Hemisphare 3.0 
Southern 
Africab 7.0 Europe 2.0Malawi 249.9 	 United Kingdom 28.1 438.8 South Africa 37.1 
United States 16.4 United Kingdom 18.1 
Netherlands 8.2 Japan 7.1 
Germany, Federal Germany, Federal 
Rep. of 7.4 Rep. of 5.0

Mozambique 487.6 United States 21.0 673 7 United States 11.3 
Kenya 9.4 France 8.3 
Singapore 8.8 Japan 5.8 
Indonesia 6.4 Germany, Federal 

Rep.of 5.4
Tanzania 51C.8 	 United Kingdom 15.3 1.226.6 United Kingdom 16.3 

Germany, Federal Germany, Federal 
Rep. of 14.4 Rep. of 9.9 
Netherlands 5.4 Japan 8.8 
Italy 5.1 Iraq 6.5

Zambia 1,520.4 Japan 17.9 912.7 United Kingdom 26.5 
France 13.6 United States 10.8 
United Kingdom 13.1 Bahrai, 7.5

Zimbabwec 1.360.4 South Africa 22.7 .638.0 South Africa 25.1 
United Kingdom 9.4 United Kingdom 9.8 
Germany, Federal United States 7.4 
Rep. of 8.3 Germany, Federal 
United States 7.9 Rep. of 6.9 

Source: 	The Economist Intelligence Unit Quarterly Economic Review, various issues. 
Note: Data for Lesotho and Swaziland were not available. 
a For Botswana, data were only available for trade destination by legion.
b Southern Africa includes Lesotho, Swaziland, and the Republic of South Africa 
c Data for Zimbabwe were from 1981. 
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This short discussion of the determinants of agricultural trade potential supports the 
hypothesis that there may be a potential to expand welfare-generating trade. However, 
whether and to what extent such a potential really exists is an empirirai question and 
may vary from case to case. Hence, empirical research is needed and must necessarily 
be selective. In the following, some results for the SADCC countries are presented. 
The nine SADCC countries have been chosen for illustration because this is one of the 
most recent integration efforts in Africa, and because these countries may have a polit­
ical will strong enough to achieve less deperdence from the Republic of South Africa. 
How2ver, as these countries only serve as an empirical case study and are nct consid­
ered 3, representative in all respects for other African countries, it canrot be taken for 
granted that the results of this study ge-ierally prove that there is a high potential for 
note trade in aqricUltural products arno,.' all African countries. Nevertheless, the 
result of the irrnpirical investigation for a selected set of countries lends support 'o the 
hypothesis that the potential for trade in agricHtural products among .- , can coun­
tri es is no,, It, ly roI: exploited 

1.2 	 St'me quantitative indicators of the potential for expanded agricu."'ural trade 
among the SADCC countries 

Variability in production 

Tiade cali crntribute to sta hlIzing supply when national fluctuations in production 
ire greatef than flrtturtiorns for a group of countries. Thus, free intra regional trade 
among the SADCC courntire! coull he an efficient substitute for national stockpiling 
aind might ht wnert to even out flUctuatons in national production. Calculations for the 
SADCC countrihs tevealed th,it cereal production lor the region fluctuated by about 9 
pe(cent for the period 1960 .-80, hot much more for individual countries lsee Koester, 
1986, p 45). Similar results hive Leen derived for other groups of countries (see
 
kAoester. 1984, .Herce, 
 there i,, ,i .cope for trade wvith nerghbo 'rrgcouitrPs. 

The f.od balance sheet as art indicator of trade benefits 

We c,:n presume that the potential for intre--regional trade is greater if the region as a 
whole is self sufftcient in staple foods, but individual countries are not. Market inte. 
giation would hv!p to substitute Iritra-regional trade for inter-regional trade, providing
higher export prices for epot ting countries andor lower import prices for Importing 
Countries. 
Table 2 presents the balance sheet for staple foods of the SADCC region. The region 
would have been almost self-sufficient in grain equivalents in 1980 if production had 
equalled the 1979-81 average. Of course, this outcome i3 not just a mirror of the re­
gion's production potential and consumer needs. It is certainly also a consequence of 
the prices and price ratios set by the governments of individual countries. A different 
set of producer aind consumer prices could change the amounts as well as the pattern
of production and consumption. However, the figure., indicate that the region might 
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be abie to proc, t enough staple food to feed its population. This is quite important
for the trade potential created by integrating the markets of these countries, which 
would promote trade within the region. 
In investigating the potential benefits of market integration, it is reasonable to con­
sder the region as a nearly closed economy/ Thus, integration would result mostly intrade creation an-] less in trade diversion, as Viner defin es these terms. More tradewould be creater. a) the more the food supply situation of individual countries is un­balanced, eithe' tot total staple foods of for individual staples (see Table 3), b) the more a coup .ry's COsliSLmpticN patte)lI chaniges due to the cieation of intra-regional
trade, and c) the more the reqion's pintdict diffei in quality fror the interregionally 
traded 5ood!,. 

Table 2: Staple Food Production/Consumption Balance for the Aggregated SADCC 
Countriesa) 

Millet 
and
Vheat1 Rice Maze Sorghumi Cassava Total 

(1000 ment ic tons of grain equ ivalenIt ) 
-\l) rl!(Clnirllptj) 
.Mc, crpt,wM Fntricf r . 

605 1 
70 

302 0 
35 

1,471.3 
520 

9086 
10.6 

2,314.0 8.601.0 
26.9 100.0 

:'ti200.6 2694 4,8451 870.3 2,400.8 8,586.2 

K .,- n t c(vi 
'104 5 

33 0 
3")6 

9,0) 
373.8 
108.0 

-38.3 
96.0 

86.8 
104.0 

-- 14.8 
99.8 

P',(TI) T. ,i. .v' 19/9 1991. i iConsurrprion 1980. 
,umce Auth , uhions httsed on Iari from Southern African Developrnen CoordinationCormfernrci, feo,'ci' Food Set krity Rieqioridi Food Reserve Annex 1 Country Profiles Prepared
by hechii %i,ir ,1983syrriss M 

Table 4 reveals that actually only two of the nine SADCC countries do not produce asurplus of at least one staple food The imbalance of individual countries for single pro­
ducts would increase, if free trade were allowed among the member countries. Thispresumption is supported by evidence that people in countries that do not produce
specific staples, such as iice and cassava, do not include them in the diet, 
The potential for growth in inti a-regional trade is higher when countries that producesurpluses of some staples are bordered by countries with deficits in the same staples.Table 4 shows that there were five such countries. Thus there is a potential for trade a­mong the SADCC countries with the present production and consumption patterns. Iffree trade within the region led to a change in prices and availability oi specific pro­
ducts, like cassava, then production and consumption in individual countries would ad­just and, thus, increase this potential for intra-regional trade in staple foods. 
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Table 3: Self-Sufficiency Ratios for Staple Foods and Consumption Patter for 
SADCC Countries 

Millet 
and 

Wheat Rice Maize Sorghum Cassava Total 

1 2 2 1 2 1 2 1 2 1 2
 

Angola 6.2 11.0 34.9 3.6 66.6 -,1.5 56.9 5.9 102.7 43.0 75.6 100
 

Botswana 3.2 13.0 ....-... 7.6 47.5 56.4 39.5 ............ 26.3 100
 

Lesotho 23.0 34.7 ....... 78.3 47.5 116.7 17.8 ...........-- 65.6 100
 

Malawi 24 1.7 128.4 1.9 104.3 90.8 220.0 1.0 518.8 1.6 114.3 100
 

Mozamhvqu,: 1.6 6.8 49.8 4.8 50.5 25.9 58.7 13.2 83.1 49.3 64.3 100
 

Swaziland 180.0 0.8 260.0 1.4 46.1 95.9 107.7 1.9 ............ 51.3 100
 

Tanzanzia 4B.2 4.6 126.1 6.5 156.6 40.1 137.8 8.7 110.2 40.1 129.4 100
 

Zambia 6.7 11.3 25.0 1.0 84.7 73.3 96.4 8.1 208.3 6.3 84.0 100
 

Zimbabwe 167.2 5.0 2.5 0.6 132.5 76.0 80.9 18.4 ........... 124.0 100
 

Average production in grain equivalent from 1979 to 1981
 
Notes: 1 = Apparent consumption 1980 x 100
 

= 
2 Consumption pattern in percentiajes 

Source: 	 Author's calculations based on data from Southern African Development Coordination 
Conference. 
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Table 4: Surplus and Deficit inStaple Foods of Neighboring Countries in the SADCC 
Region, 19 80 a 

Surplus Staple
Producing Foods in 
Countries SurpluS 

Angola Cassava 

Malawi RIce, Maize, 
Sorghum, Millet, 
Cassava 

Swaziland Wheat, Rice, 

Millet, Sorghum 
Tanzania Rice, Maize, 

Millet, Sorghum,
Cassava 

Zambia Cassava 

Zimbabwe Wheat, Maize 

Border Staple Foods
 
Countries in Deficit
 
in Deficit
 

Zambia Wheat, Rice, Maize, Millet, Sorghum 
Mozambique Wheat, Rice, Maize, Millet, Sorghum, 

Cassava 

Tanzania Wheat
 
Zambia 
 Wheat, Rice, Maize, Sorghum, Millet 
Mozambique Wheat, Rice, Maize, Millet, Sorghum, 

Cassava 
Malawi Wheat 

Zambia Wheat, Rice, Maize, Sorghum, Millet 
Mozambique Wheat, Rice, Maize, Millet, Sorghum, 

Cassava
 
Angola 
 Wheat, Rice, Maize, Millet, Sorghum 

Botswana Wheat, Riceb), Maize, Millet, Sorg­
hum, Cassavab) 

Malawi Wheat 
Mozambique Wheat, Rice, Maize. Millet, Sorghum, 

Cassava 
Tanzania Wheat 
Zimbabwe Rice, Millet, Sorghum, Cassavab) 
botswana Wheat, Riceb) Maize, Millet, Sorg­

hum, Cassavab) 
Mozambique Wheat, Rice, Maize, Millet, Sorghum, 

Cassava 
Zambia Wheat, Rice, Maize, Millet, Sorghum 

Notes: a) Production: Averge 1979-81. Consumption: 1980. 

Source: 
b) Negligible consumption so far. 
See Table 3. 
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Table 5: Import and Export Parity Prices for Maize, Sorghum, and Wheat for Selec­
ted Locations in the SADCC Region ($/ton) 

Maize Sorghum Wheat 
Import Export Import Export Import ExportParity Parity Parity Parity Parity Parity
Price Price Price Price Price Pr ice 

(1977/78) 

Maun, Botswana 203 6 196 --1 220 23Maseru, Lesotho 60 49 153 42 177 66Rumphi, Malawi 222 -12 215 -19 239 4LichingaMozambique 189 20 182 13 206Manzini,Swaziland 132 / 7 125 70 
37 

149 94TaboraTarnzania 153 5G 146 49 170 73LusakaZarmia 187 22 180 15 204
Ndola, Zambia 198 11 191 4 

39 
215 28Harar, Z mlhahwe 1,17 62 140 55 164 79B~LHwdVZirnhah,,e 159 50 152 43 176 67 

(1983,84) 

Maun, Botswana 270 39 255 24 277 46Maseru, L',so:bo 227 82 212 67 234 89Rumphi, Malawi 289 20 274 5 296 27Lich gaMozarn )Ul- 256 53 211 38 263
Marizini,Swaziland 199 110 184 95 

60 
206 117TaboraTanzania 220 89 205 74 227 96Lusaka, Zambia 254 55 239 10 261 62

Ndola, Zambia 265 44 250 29 272 51Hatare, Zimbabwe 214 95 199 80 221 102Bulawayo Zimbabwe 226 83 211 68 233 90 

Source: Author's calculations based on data for transport costs from Southern African Devel­
opment Conference Regional Food Security. op. cit.. It has been assumed thet ship­
ments will be made by train whenever there is a railway connection. 
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Transport costs as an indicator of a trade potential 

To highlight the signifi ance of transport costs. Table 5 presents import and export
parity prices for selected 'ocations in the SADCC region. It was assumed that the coun­
tries trade only with overseas markets without having set up a regional integration
scheme. The large difference in prices indicates, first, that a policy of autarky in staple
foods is likely to be a reasonable policy if no trade with neighboring countries is al­
lowed; second, that price ratios of staples may differ considerably from country to 
country, and third, that fluctuations in domestic production are more likely to lead to 
changes in national carryover stocks than to changes in trade flows. 
The following calculations give an idea of how large the savings in transport costs
could be if SADCC countries traded among themselves rather than with overseas coun­
tries. 
Assume that Zambia's production in staple foods 1980 was equal to the 1979-81 
average. If consumption was normal in 1980, Zambia would have needed to import
96,000 metric tons of maize. Zambia could have imported all this maize and 46,400
metric tons of wheat from Zinlbabwe. Assuming that import and export parity prices 
were the prices in Lusaka and Bulawayo in 1977/78, Zambia would have had to pay
US.V 187 1, n~rize and US-, 204 for wheat imported from overseas or US-S 89.56 for
Tmailo and US $ 95.56 for wheat imported from Zimbabwe. Hence, buying from Zim­
babwe Isttel Of buying from overseas markc!s would have saved US-$ 108.44 per ton 
of Zambia s inport, otal saviMngs which could have been divided between Zambia and 
Zirniabwe wuikil h avei arnounted to US- 14,481,160 (US.I 5,031,616 for wheat-trad­
ing and US $ 9,450,250 for maize trading without taking into account the premium
for white maize). Ceitainly this is not a negligibrle amount. Zambia's Agricultural Do­
mestic Pr odict in 1965 pr ices was equal to .S-% 179.5 million at the 1981 exchange
rate. Hence, trading maize and wheat between Zambia and Zimbabwe would have led 
to savings in t1ransport costs equal to 8.6 percent of Zambia's Agricultural Domestic 
Product. 

Of course, these calculatorns (do not show the potential gain exactly. Some of the gain

may have already been 
 captured through trade within the region. Nevertheless, they

highlight the comparative advantage that trade within the region has.
 
Savings in transport costs will not only materialize if ,)ne country produces a surplus
of a specific commodity and the neighboring country generates a deficit. They will also
materi3lize if production and consumption within individual countries are not in
balance and trade is allowed across the border. Thus, it might well be that a country
with a deficit in maize in one year nevertheless exports because in parts of the country
surpluses of maize are produced that can be xported to parts of a neighboring country
with deficits. This indicates that trade flokvs among the countries taking part in an 
integration scherrie would be different from those w;thout a schemc. 
Liberalized intra-regional trade leads to 3 greater reduction in transport costs in one 
country, if tire covariance between production in neighboring countries is negative.
Subregions near the border are normally remote from the central domestic markets.
Hence, a fluctuation in production will either lead to significant price fluctuations in 
these regions or will require additional resources to be allocated to transportation. If,
hosvever, these border zones are allowed to trade with zones on the other side of the 
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border, the transportation costs incurred would be smaller. They will be srialler the 
more there are negative or zero covariances between the fluctuations in production on 
both sides of the border. Correlation coefficients were calculated "or projectec fluctua­
tions of cereal production between 27 neighboring zones separated from each other by
national borders. Some of these coefficients were negative, indicating that the covarian­
ces were negative. Furthermore, these coefficients were statistically insignificant in all 
cases but one, indicating that the fluctuations were statistically independent. Hence,
free border trade could help compensate for fluLtuations in production between these 
countries. 

Selective statistical indicators 

It could well be that neighboring countries have similar factor endowments and clima­
tic conditions, and therefore, their producticn patterns are very similar. With only li­
mited complementarity, the potential for intra-African trade could be small. 
To test this hypothesis for the SADCC countries, the following indites were calculated 
(Koester, 1986): 

production similarity index 

- comparative production performance coefficient 
export similarity index 

- evialed conparative advartage coefficient 

c ,mparative expott perfniiarce coefficient 
tr. le overlap indicator 

- tra, . expansion indicator. 
In the 'ase of the SADCC countries, these indices all refute the hypothesis that pro­
ductron and trade pattern of African countries are too similar for mutually beneficial 
trade to It is true that exports in agricultural products are highly specialized,occur. 
with the najor export product accounting for more than 50 percent of total agricultur­
al export earnings in most countries. However, specialization varies from country to 
country. -he same products that some countries export to destinations outside the 
region are mported by other SADCC countries. 

2. Why i; Agricultural Trade Among African Countries Sub-optimal? 

2.1 Historical reasons 

Quite often t is argued tnat developing countries are victims of former colonial ties 
which have c)ntributed to a trade bias in the production pattern and have led to trade 
flows mainly to and from industrialized countries. Moreover, the direction of past
trade flows has solidified a network of communication and trade preferences which 
favor a continuation of past ti ends. 
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It cannot be denied that present -'ade is constrained by past trade flows and that the 
former colonial ties constrict developing countries (Havrylyshyn and Wolf, 1981, p. 1).
However, there is ample empirical evidence that some developing countries in Asia and 
South-America have freed theemselvts and have developed trade patterns which may be 
more in lne with their comparative advantage, Hence, there must be other reasons 
why most African countrieshave not expanded intra-regional t.ade as much aspossible. 

2.2 Internal market regulations 

Most African countries have set up specifc domestic food policies which involve inter­
vention in agricultural markets. Policy makers argue that food security is the most im­
portarit policy objective and that the jchieve-nent of this objective should not depend 
on arbitrary marker forces. .-orie oe these market interventions are extremely harmful 
for intra -African tride in agricultin al products. The most irrportant interventions will 
be discussed in the llowing 

Pan-territorial pricing 

A cornmon phenomenon throughlout the region is the use of pan -territorial pricing
for agrCiltural Oitpurs, If'puts arid for consumer prices" (FAO, 1986, p. 6). If prices 
are the same for all locations within a country there is no incentive to bring the pro­
duction patter, in line with regional comparative advantage Moreover, there is no in­
centive for private traders to trade iterregionally, governments have to intervene in
 
inteiinIl inn1 exteptnal trade is well. Hence, external trade cannot react to 
market for­
ces 

Uniform seasonal prices 

Most Aftican count-ies t:y to stabilize prices not only from year to year, but also 
within a year. Consequently, not allowedmarket prices are to reflect production and 
storage costs at different points of time within a year. Hence, there will be less private
trade within a country and also less incentives for border trade. 

Food subsidies 

Many African countries pay food suhsidies either to hold specific consumer prices gen­
erally down or to avoid price rises during specific periods or to improve consumption
standards for specific groups of the society. It is obvious that international trade is not 
consistent with a general food subsidy system. 
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Price level policy 

Policy makers try to regulate the level of domestic agricultural prices in order to con­
tribute the most to the achievement of food policy objectives. Most African countries 
have set agricultural prices below import or export parity prices because of food policy
objectives. Such a policy can only be efficiently achieved, if external trade is not al­
lowed to respond to market forces. 

2.3 Border regulaticns 

Specific border regulations for trade in agricultural products are needed to achieve do­
mestic food policy objectives and to make internal policy measures efficient. The po­
tential for international trade in agricultural products is already limited because of in­
ternal policy measures; it is even more constrained due to specific border regulations
.vhich include licencirg, granting and the granting of monopoly powers to state trading
agencies or to parastatals. It is quite obvious that these regulations impede intra-Afri­
can trade. 

It is possibily less obv;ius that the division of labor among African countries is rather
negatively affected by exchange rate policies. Most African countrier intervene in the 
foreign exchange market and distort exchange rates. Given this situation, liberal agricul­
tural trade flows might not necessarily conflict with food policy obect ves, but may
lead to welfare losses. How uch losses may occur is highlighted by the following ex­
ample. 

Assuming that in 1970 the exchange market was in equilibrium for all SADCC coun­
tries, and triat the overvaluation of purchasing power for the average 1978/80 period 
was 42 percent for Tanzania, 24 percent for Zambia, 1115 percent for Malawi, and 

percent for Z'mbalbwe. If these countries were to liberalize trade and to accept the
 
currencies of other SADCC countries in exchange, significant amounts of real income 
would be transferred. For example, Tanzania would have paid 23.5 percent less for its 
imports from neighbcring Malawi over the period 1978/80, as compared to 1970, but 
would have received 23.5 percent more for its exports to Malawi because of the over­
valuation. Clearly, if each country accepted the other's currency in exchange for pro­
ducts, Malawi would lose and Tanzania would benefit. Thus, transfer effects are gen­erated, even it trade in national currencies is balanced. In general, countries with 
stronger currencies are penalized to the benefit of countries with weak currencies. 
Hence, given the present situation of strong governmental interference in the foreign
exchange market it may not be wise to liberalize trade in agricultural products. There 
is no guarantee that additional trade flows would oe beneficial for all trading partners.
Consequently, countries may be well advised to restrict trade among each other. 
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3. How to Expand Trade in AgriculturbI Products Among African Countries 

Iniernal adjustment 

Adjustmenis in inte,'ial and external agr icultural tra Ue regimes and in exchange rate 
police', are necessary if all the potential benefits of intra-African trade should be cap­
,ured. As a mere rerinval of trade barriers may not re welfare-generating, given the 
prrrcrt exchang: ratc" p.iicre , seond vest policies a'e needed. Some African govern­
ments believe that s engthening of hilateral trade arrangements and couuiertrade in 
the fom cf ounteipurchase night be a step in the right direction. Such policies have 
been ?ecerltly ailrorunced by the SAFuCC :ourtries and also by the Preferential Trade 
Area f0, Ltasteril and SoUlein Afric,n Slates (PTA. SADCC favors agreements where 
tW: value ol Tqahe value of irrports on a bilateral basis, that counter­c X[)orts h is 

urrcha., tire P-TA liar, als() ,0 anorlles wherei imports can be paid for in national 
run ernces, hi)t j c,-a l, . lin tsewill ask liding courntr ies to their overall ie­hrg balance 

fleit With pafo'r fi ruriti es in h )rad ctren-ie-


Btutlr str; t l14s irk srititwraiv. It seems that the rnin obstacle for expanding the 
(ini)(i L if i.r]!(, AesJri c9i trnor ;iameiy shorage ir- foreign excfange, might be 

iuveniirir i the,, .1 r1 owseit nsurlhk ely that such agreements will actually be 
,uri:e,sfl (3,ve i, in'd - 1aninji ares. tiade aniori African corrntries will lead to 
tl l1p t O~fit(if i I rl(rrlnlj :OUritr 05 iii favor of those countries whose currency is 
Oil. io"It ovfr vahied rh, w%'il:evoli ocr if trade in national currencies in balance 
etqi blitrrallwt as1per r t SACC a,.poach or rnultilaterally as per the PTA ap­

beg( 'iless,s v+:rn.r,h l s- o l ituriatlri of govnririental interfeience, liberalization of 
.i elei n even Instead, it is,i Vi h , ;flira i har(dly he eXp)ect(I and is riot advisable. 

tecorrlrrrllrinil tiit ,TroleIrikaje-; aiiorig Aft c;iii countries be streiijhtened through 
thie piesent staln trailing conipnre and parastatals. However, exchange of products 
sloulid he viht J ,t itfernatondl prices Ti will not directly help to mitigate the 
chronic halain: tf payments pn15. i, but it would do so indirectly. Exports of all 
CoLti trl5 COlie! F I . and, thtus, !nu/ potential to impori enlarged. Moreover,
1rhirn at ltin,-u rnl prpicus w lhdguarantee that additional flows would be welfare­

ieteasrnr fr aitihrig [)artlnc. 

External assistance 

1. Reorienration in fo/xl aid policy: Industrialized countries could provide additional 
incentives for an expansion of intra-African trade. One instrument is ,ood aid. How­
ever , foorl aid curteritly provides disincentives rather than incentives for intra-African 
trade. If oie country is in urgent need for food it may ask the industrialized countries 
for food aid, even if neighboring countries have a fcod surplus in the same year. Indu­
strialized countries often find the disposal 6,I their food surpluses via food aid in cases 
of temporary starv tion to he politically convenient. Given the present state of food 
aid policy, some African countries might be 'I-advised to iniegrate their markets, be­
cause the consequence could well be that the total inflow of food aid would be less. 
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Hence, a reorientation ot food aid policies coi;d help to abolish iriplied obstacles for
integrating m.-rkets aid could, moreover, provide incentives for intraregior-al trade.First, Af, ican countries must be assured that their inflow of total food aid will not be 
adversely affected. This could ?asily be (lone I industrialized countries were to an­
nuuice objective criteria for giving food aid. Sec.ond, food aid could be used to exert
incentives for intra-African tradc. This could he achieved if food aid would be given
less as delivery in Kind, as h.is been the rule up to now, but instead as payments in
cash in - -,use csrs whetuit is konun, thiat .sorf ciher Atrican countries have ar ex­
portable surplus, 

2. Increasing security for teirporarily exportirng countries." It is well known that fluc­
tuations in food produt, are qJuite high in)African counties. Even countries which 
ran hardly teed themselv s in normal Veeis nmay have surpluses in exceptional years. 
.nose couLl tries may sto~e Oie sinrpuses or may export them. Exports to neighboring

r:ounTries are often ccnsidcr.:;d inferior because of weak currencies which exporters re­
ceive In exchange 0,nd or hecrise ;x'tters are atraid that they will not Ire able to im­
port needed quantities of food in rotnq vars of production thoitfalls. Hence, stock-Ing up ihe terilpoiliry food surplos is s r!ttias the most r';asorialle alternative. Industrial­
ized "ountries coU:d provide incentives wnich favor [rode. This could he done by giv-
IN security export ig COUNtrIes. Jthey (ould, for example, he assured that they will 
hove access Ic impnots ot To(n i0 coming y,eas, up to the (uantity that they have ex­
ported, Ord .t mue thai t 5 percint of tlhe expo[rr or) price they can receive for theirtemporary texuori. Such J rJuarain v wiCuJl certablly make domestic food stocking lets 
,It'ract ve. Hence, Africa ,, - NI 1It' CiOLu; S; e :, orage cos i . 

3. Ro-fOt(usln 
5 ' lorrj l tin ami( , h ttd I ur ctluId i-(o "'I t; lacilitate ntra-Africin 

jIIde tihIhasIeer. the, cr4St in lle pa';t. F I!t, if tempor al , trade flows aie supposed
to corn').)ensate 'ar f luctuation,, III proiuction, traders reed ,formation abolt supply
 
'rc spects before iarvesting in . Henice, t li establishment of e rly-warning systerns to


pruvidJe reqular information aboul prospc live productit,n would contribute to facili
t ing trade. Moreovir, 
 i Ivv,stment in conriunication nIetwor ks, infrastructure, and
Iran';oorttrion systenls could help to spur rrade. Capital aid to st tip a regiona food 
reserve syst rn col dirt..tly coriri[ho.te to StMulating trade flows ariong African 
counri r res. 

Trade tacilI,trg investernts generally hare external effects across nati nal borders. 
-he benefits of these investments are higher frcm an African point of vieN than from

at' Individual ;ountry's point of view. Hence, it may be understandabh that while 
some trade facilitating investments are sub-optink! from an individu il country's
Doint of view, they are optimal from the African point of view. -orin aid policy
could help to reduce this divergence. 

Summary 

Trade in agricultural prcducts among African countries is fairly smali. An obvious
explanation seems to be that structures of neighboring countries are too similar and, 
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therefore, there is no potential for division of labor among these countries. It is this 
hypothesis in particular which has been challenged in this article. 

This discussion of determinants o the potertial for agricultural trade among African 
countries revealed that differences in comparative advantage could be expected, but 
that it is an empirical question how significa',t the potential for trade actually is. The 
empirical investigation has been focused on the Southern African Development Coor­
dination Conference (SADCC) counti s. It is found that a high potential for trade ex­
pansion reaily exists. Explanations are given why the potential has not been exploited 
so far. Finally, strategies are discussed how countries could expand trade. 

Zusammenfassung 

Der Agrarhandel innerhalb der Lander Aftikas ist ziemlich unbedeutend. Eine einsich­
tige Erklaruing hierfur konnte die Tatsache sein, dal, sich die jcweiligen Nachbarstaaten 
von ihrer Struktur her zn ahnlich sind und daf. daher kein Potential zur Arbeitstei­

.lung vorhanden ist. Dies Hypothese wIrd im vorliegenden Aufsatz in Frage gestellt. 
Eine Untersuchung der Bestirnrnungsgrunde des Potentials fur einen Agrarhandel zwi­
schen afrikanischen Landern zeigt, daRs Unterschiedc in der relativen Eignung ange­
nommen, werden konnen, dag es abet eine empirische Frage ist, wie bedeutsam das 
Handelspotential tatsachlich ist. Die empirischen Untersuchungen konzentrieren sich 
ai~f die SADCC-Lander (Southern African Development Coordination Conference),
wobe sich herdusstellte, dea, in der Tat ein groges Potential zur Handelsausweitung
vorhanden ist. Der Ajfstz zeigt auf, warum dieses Potential bisher nicht voll ausge­
schopft wurde und welche Strategien man fur die Ausweitung des Handels einsetzen 
konnte. 

Note 

1 	 This article is widely based on research done at the International Food Policy Research Insti­
tute, Washington, D.C. 
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