Contents

List of Figures

List of Tables

Notes on Contributors

Foreword by Giovanni Andrea Cornia
Preface

1.

Introduction
G. K. Helleiner

Part I: Non-African Experience and Issues

2.

Selective Policies for Export Promotion: Lessons from the
Asian Tigers
Sanjaya Lall

. Export Performance in Chile: Lessons for Africa

Manuel Agosin

. Costa Rica: Policies and Conditions for Export Diversification

Ennio Rodriguez

. Real Exchange Rate Policy and Non-Traditional Exports in

Developing Countries
Ibrahim A. Elbadawi

Part II: Five African Countries’ Experience

6.

10.

Promotion of Non-Traditional Exports in Kenya, 1980-96
Francis M. Mwega

. The Role of Non-Traditional Exports in Mauritius

Beealasingh Dabee

. Growing Without Gold? South Africa’s Non-Traditional

Exports Since 1980
Anthony Black and Brian Kahn

. Promoting Non-Traditional Exports in Tanzania

Benno Ndulu, Joseph Semboja and Ammon Mbelle

Economic Reforms and Non-Traditional Exports in Zimbabwe:

Is Anything Taking Shape?
Jesimen Chipika and Rob Davies

Index

vi
vii
xi
xiii
XV

23

72

107

129

159

192

217

253

290

322



1

Introduction
G. K. Helleiner

In the vast literature on economic growth and development around the
world the role of international trade occupies a prominent place. Trade and
trade policies are seen by many as among the most important determinants
of overall economic performance; and these views are widely believed to be
supported by both theory and empirical evidence. In actual fact, however,
the relationships between trade, trade policies and economic development
are complex, and the empirical record is not unambiguous (Helleiner, 1995;
Rodriguez and Rodrik, 1999; Rodrik, 1999; Buffie, forthcoming). What is
beyond dispute is that export performance matters significantly to
development in small low-income countries (Berge, Daniel et al., 1994), and
that, for exports to expand sufficiently to make reasonable development
targets attainable in such countries, traditional primary product exports are
unlikely to be enough. It is also generally agreed that export performance
is likely to be profoundly influenced by government policies, although
which policies and which policy instruments are most important in this
respect remains in some dispute. In the Sub-Saharan African context, in
which most countries are small and economically very poor, trade and
appropriate trade policies have always been seen as critically important to
growth and development.

International trade played a major role in nineteenth- and twentieth-
century African development, and it will undoubtedly continue to do so in
the twenty-first century. International exchange has created the opportunity
for greater specialization, increased use of capacity, and the import of pro-
ductivity-increasing goods and services. Many speak of the economic
development of African and other low-income countries, particularly the
smaller ones, as actually or potentially export-led. It would be more accurate,
however, to speak of such development as investment-led. Whatever its other
requisites, African growth and development will certainly require increased
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2 Non-Traditional Export Promotion in Africa

investment. The key question is where such investment is likely to be
privately and socially profitable. In small, poor countries, investment in
production for export markets is obviously an area of greater potential than
most. Hence the important historical and prospective roles of exports in
African development.

Unfortunately trade and related policies must now be constructed in an
international economic environment that is more hostile to many of Africa’s
traditional exports. Since Africa lost market shares in global markets for many
of its traditional commodities in the past two decades, it could, with
increased productivity and improved incentives, probably ‘claw’ some back.
But the prospects for traditional export expansion, while certainly not zero,
as is sometimes suggested, are somewhat limited, particularly in the
important case of tropical beverages, which still make up over one-third of
total exports in ten African countries, by low world price elasticities and the
risks of rendering the already weak price prospects even bleaker. To make
matters worse, traditional export markets are highly unstable and, in recent
years, world market instability has even increased. The global economy seems
likely to continue to be as turbulent as it was in the last two decades; possibly
more so. African governments must probably learn to live within an even
more unstable world.

Background

In the next decade or two, growth and development in Sub-Saharan Africa,
if it occurs, will be driven primarily by efficient and profitable investment,
both in physical and in human capital. With such investment comes more
rapid total factor productivity growth and the prospect of a self-sustaining
process of increased growth, increased voluntary savings and further
increases in investment. Voluntary private investment obviously must play
a major role. At present, however, private investment rates in Africa are far
below those of other developing areas, or those necessary to generate
adequate rates of growth. Even in the relatively successful ‘adjusters’, real
private investment — whether domestic or foreign — has remained at disap-
pointingly low levels (World Bank, 1994, 2000; Hadjimichael et al., 1995).
There are various explanations: the possible low credibility of the policies
and incentive structures introduced by ‘adjusting’ governments and other
uncertainties in the investment climate; the weakness and small size of local
entrepreneurial groups; constraints imposed by other factors, e.g. infrastruc-
ture, legal systems, credit, etc. The determinants, potential sources and
possible composition of private investment in Africa all need to be more
clearly understood. To make matters worse, the productivity of much of
Africa’s investment, for related reasons, has been low.

In the export sphere, African ‘adjusters’ have typically done relatively
better; but here too the record has been spotty and disappointing. Weak
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export growth is linked to weak performance in private investment. In small,
poor countries, opportunities for efficient and profitable investment in
import-substituting or non-tradable activities are limited. Investment in
production for export markets is an obvious area of greater longer-run
potential. (Prospects in export-oriented mining — and, in some cases, forestry
- depend heavily on the possibility of attracting fresh foreign direct
investment which, in most instances, remains highly uncertain despite con-
siderable current investment in exploration.)

Exporting provides foreign exchange with which to import capital goods,
critical inputs, management and technology, all of which are likely to
contribute to continuing growth in productivity. ‘Openness’ to international
exchange may also stimulate increased efficiency via the competitive
pressures that it typically brings. Exports have therefore played an important
role in African economic progress in the past and they are bound to continue
to do so in the future. Weak export performance, and consequent declining
African market shares in traditional export markets, were important con-
comitants of the African crisis of the 1980s. Whatever else may divide current
analysts of Africa’s economic problems, they are virtually at one in their
recognition of the need quickly to achieve more rapid export growth if hopes
for more acceptable levels of economic and social development are to be
realized in the medium term (Lyakurwa, 1991; Helleiner, 1992; Rodrik, 1997,
1999; Sachs and Warner, 1997; Elbadawi and Helleiner, 1998; Oyejide, 1998;
UNCTAD, 1998; Collier and Gunning, 1999; Mkandawire and Soludo, 1999).

Yet dependence on exports has also created problems, particularly when,
as in the past two decades, traditional African exports have faced severe real
price deterioration in world markets. Economies that are small, poor and
dependent upon primary exports are highly vulnerable to external influences
and external shocks, particularly those from sharp changes in the terms of
trade. Shocks are always costly to growth (Easterly et al., 1993). These
economies’ structural rigidity (or, in Killick’s (1995) terminology, ‘inflexibil-
ity’) and limited access to offsetting credit result in particularly heavy costs
from temporary adverse shocks which hit them, in any case, on average more
severely. Sub-Saharan African countries experienced enormous adverse trade
shocks in the 1980s — larger than those suffered in the 1930s — and the costs
to their progress have been severe (Elbadawi and Ndulu, 1996; World Bank,
2000: 20-2). Nor have African governments recently managed their
commodity booms and busts well (Collier and Gunning, 1998). In the
absence of international reforms to stabilize commodity prices and/or
primary exporters’ import volumes (the prospects for such reforms at present
look bleak), there must be increased attention to the management of shocks
(both positive and negative), which seem likely to continue to be frequent as
integration into the global economy proceeds, so as best to preserve prospects
for longer-run development whatever the trend rates of export growth.
Effective social institutions for mediating conflicts among social groups,
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especially in societies characterized by social cleavages emanating from high
income inequality or ethnic diversity such as are found in most of Africa, are
likely to be helpful in such management of shocks (Rodrik, 1999).

African export performance in recent decades has been disappointing, but
it is important to understand the overall context for such poor performance.
African failures have been developmental failures, not export failures per se.
Export shares of gross domestic product (GDP) in Africa are within the usual
norms for countries of equivalent size and income levels; and their trade ties,
both with industrial countries and with one another, are similarly ‘normal’
(Foroutan and Pritchett, 1993; Rodrik, 1997; Coe and Hoffmaister, 1998). ‘If
anything’, one study finds, ‘Africa overtrades compared with other
developing country regions in the sense that its trade is higher than would
be expected from the various determinants of bilateral trade’ (Coe and
Hoffmaister, 1998). African countries’ declining shares of world trade reflect
their relatively slow growth of GDP (and, to some degree, others’ increasingly
outward orientation), not a decline in their trade or export shares of GDP.

It is also important to emphasize that there is great intercountry variation
in Africa both in overall economic performance and in export growth. Cross-
African generalizations can therefore be quite misleading about individual
countries’ experiences. To be most useful, analysis is best conducted at the
national level, where trade policy is made and most statistics are kept.

Non-traditional exports and their problems

Steady deterioration in the terms of trade of the traditional export basket,
such as was found in most Sub-Saharan African countries in the 1980s, should
be met with a shift to new non-traditional activities, both exporting and
efficiently import-substituting. In addition, with worldwide trade liberaliza-
tion, market access for African non-traditional exports should be improving.
Even temporary adverse shifts in the terms of trade, if handled well, may
provide useful opportunities to restructure the economy towards non-
traditional exports and other activities, as they did, for instance, in the case
of Colombia’s transition from primary exports to industrial development
(Ocampo, 1991). Deterioration in the external terms of trade should, other
things being equal, generate ‘reverse Dutch disease’ effects. As aggregate
demand declines, the relative price of non-tradables should fall and there
should follow some shift of resources into new exporting and import-
competing activities.

Yet, despite an evidently increasing need for it, most Sub-Saharan African
countries appear, at least until recently, to have achieved remarkably little
diversification of their traditional primary export base. With a few obvious
exceptions, e.g. Mauritius and South Africa (see Chapters 7 and 8), the shares
of the top two or three traditional exports in individual African country export
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bills altered very little over the 1980s. Diversification increased in more African
countries, though by no means all, in the 1990s (World Bank, 2000: 215).

In some cases, manufactured exports did respond somewhat to real
devaluation and domestic demand restraint, but this response often
amounted only to a once-and-for-all diversion of production capacity, which
had not itself expanded, from the meeting of domestic demand to export
markets. In others, production expanded in consequence of increased avail-
ability of foreign exchange and thus increased capital utilization, and some
of the increase was exported. What are the principal constraints on the
development of non-traditional exports — whether primary or manufactured
- in Africa? Can such improvements as there have been be sustained? What
is required to attract more private investment in this sector?

Rapid growth of the global economy and ready access to its markets are
fundamental to Africa’s non-traditional export prospects and indeed, since
African economies are so ‘open’ and ‘dependent’, to African development
more generally. African access to Northern markets has generally been
relatively open (Amjadi et al., 1996); but in specific instances, Northern pro-
tectionism has been and remains a serious impediment (Kaplan and
Kaplinsky, 1999). Neither rapid global growth nor market access can be
assured. Still, on the basis of experience elsewhere (see Chapters 2-4), one
would think that there is much that policies within Africa can do to raise the
prospects of export success and there are important issues of development
strategy and tactics in this regard that need to be addressed.

Sub-Saharan Africa’s endowments of relatively abundant natural resources
and relatively scarce human skills appear to offer almost all its countries little
hope of developing significant manufacturing for export in the near future,
except in some unskilled-labour-intensive primary processing activities (Lall,
1995; Wangwe, 1995; Lall and Wangwe, 1998). This familiar proposition has
been buttressed by empirical research by Adrian Wood and colleagues on the
roots of comparative advantage in a world of mobile capital and immobile
resources and labour of different skills (Wood, 1994; Wood and Berge, 1994;
Wood and Mayer, 1998). Investment in human capital has a very long
gestation period so that even if Africa could accelerate it — and, under current
constraints, it is unable to do so — it would be many decades before its relative
factor endowments could significantly alter. Sub-Saharan Africa’s (static)
comparative advantage therefore lies unquestionably with primary
production - agricultural and, where possible, mineral (and petroleum)
production and related unskilled-labour-intensive activities; and this will
continue to be so for decades to come. Again, exceptions are Mauritius and
South Africa.

But what does this imply for Africa’s longer-run development and its future
role in the global economy? Unskilled-labour-intensive activities can be a
technological ‘dead-end’, unconducive to the productivity enhancement and
indigenous learning upon which ongoing development is now generally
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believed to depend. Analysts from Adam Smith to Grossman and Helpmann
(1991) have called attention to the risks attendant upon specialization in
activities with few ‘dynamizing’ possibilities. Import-substituting industrial-
ization, which has attracted so much opprobrium from mainstream
economists, and was so imperfectly implemented, was motivated signifi-
cantly by such theoretical (and practical) considerations. Yet we still know
remarkably little about the potential ‘dynamic’ properties of different
economic activities, and different degrees and forms of specialization. There
is a corresponding vacuum in the theoretical and empirical literature on the
appropriate government policy stance in circumstances where static
comparative advantage clearly rests with primary activities, but where these
activities are likely to be weak in ‘development’ effects.

To shed light on the possibilities of different ‘dynamic’ effects from
different types of production the most obvious approach is the analysis of
learning, productivity growth, externalities, scale economies and the like in
industries and countries that have a history to analyse (Pack, 1992; ul Haque,
1995; Wangwe, 1995, 1998; Mayer, 1996; Mytelka and Tesfachew, 1998;
Tybout, 1998; UNCTAD, 1998).

Leaving the precise nature of export specialization entirely to the market
imparts a significant degree of randomness to the eventual export
composition and overall product-mix in countries with comparative
advantage in primary activities. Scale economies in processing, transport and
marketing — even if such scale effects are weak in production — would
generate locational decisions on the part of private investors, if they are left
to make them alone, that concentrate investments and production in
relatively few places rather than wherever the objective conditions would
make them profitable (Krugman, 1989). Externalities may further encourage
processes of concentration in the evolution of the ‘geography’ of interna-
tional trade (Krugman, 1991). The literatures on the economics of
infrastructure and on the locational decisions of transnational corporations
(including that on investment incentives) are certainly relevant here.

There is therefore an a priori case, powerfully argued in Chapter 2, for
conscious and selective governmental non-traditional export promotion.
Successes and failures of others’ efforts at encouraging non-traditional
exports deserve analysis in Africa. From the standpoint of Africa’s interests,
experience in countries that, in relatively recent times, have successfully
diversified their exports and thus their overall economies is likely to be most
relevant; and that is the rationale for the non-African case material presented
in Chapters 2—4 of this volume.

Concepts and definitions

The basis for any statistical measurement of ‘non-traditional exports’ will
vary depending on why one considers the non-traditional character of
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exports to be important. One can, for instance, distinguish at least four
different reasons for policy interest in non-traditional exports:

* The hope of finding new export products that are not as vulnerable to
deteriorating terms of trade and/or declining world demand as are the
traditional bundle of exports (e.g. Delgado, 1995)

¢ The hope that diversification in the export portfolio will reduce export
instability and, more broadly, risk; diversification may, for these
purposes, be achieved either through a new mix of products or via an
expanded range of markets (e.g. Alwang and Siegel, 1994)

e The belief that certain new export products may generate greater
‘dynamic’ effects — learning, positive externalities, etc. — than
traditional exports (e.g. Wangwe, 1995; Ernst et al., 1998)

e The prospect of exporting products that were previously produced
within the country but not exported.

Clearly the search for more dynamic products (either in the sense of stronger
world markets or broader productivity-raising effects) will require a different
categorization of exports than the search for a more diversified export
portfolio. No doubt this ambiguity as to the purposes of diversification into
non-traditional exports helps to explain the fact that many different
definitions of ‘non-traditional exports’ can be found in the literature. A great
many studies have used the term ‘non-traditional exports’ in a qualitative
way without defining it in precise quantitative terms. Such approaches can
generate ad hoc and arbitrary lists of non-traditional exports; sometimes
analyses of the same country can employ quite different lists of so-called
non-traditional exports.

It is certainly desirable to try to identify products with different degrees of
developmental and productivity-increasing effects (and some attempt has
been made in what follows to do so) but these are difficult and controversial
issues. Wood and Mayer’s categorization of African exports, shown in Figures
1.1a and 1.1b, shows not only the standard broad trade and industrial
categories (and how they differ) but also eight subcategories that are intended
to shed light on these issues. Davies and Chipika, in their study of Zimbabwe
(Chapter 10), express particular concern over these questions and argue that
dynamism may be reflected in new markets as well as new products in the
export bill.

Efforts to get at the ‘dynamic’ properties of different exports have typically
been forced to resort to fairly crude categorizations, complicated further by
the arbitrary and often inconsistent trade and industrial statistical systems in
most frequent use (the SIC (Standard Industrial Classification) and SITC
(Standard International Trade Classification) systems). (See Wood and Mayer,
1998, for a good discussion of these statistical issues.) Some have defined
traditional exports of developing countries as food and raw materials
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excluding fuels (SITC 1-digit commodity groups O, 1, 2 and 4). Non-
traditional exports, in this formulation, therefore consist of manufactures
and machinery (SITC groups 6, 7, 8 and 9) (Love, 1983: 7-9). Such a catego-
rization obviously excludes the possibility of non-traditional primary exports,
and it categorizes fuels and chemicals (SITC groups 3 and 5) separately.
UNCTAD'’s recent analysis of the share of such ‘manufactures’ in African
exports (it is unusually small by international standards) is obviously
predicated upon the assumption that such exports have particularly desirable
developmental characteristics (UNCTAD, 1998). In the end, since we were
unable to shed much light on the possible developmental attributes of
alternative forms of export production (this is an obvious area for further
research), we abandoned the effort.

SIC definitions SITC definitions

Narrow
manufactures Manufactures

(NM)
Manufactures \

Processed
primary
(PP)

Primary products

Narrow

Primary products primary
(NP)

Figure 1.1a  Alternative export categorizations: three export categories

SIC definitions SITC definitions
High-skill
Low-skill
manufactures (NML) Manufactures
Manufactures Processed | Processed | Processed
‘static’ ‘dynamic’ minerals, !
agricultural | agricultural | metals and
products products fuels
(PPS) (PPD) (PPM)
Non- Non- Non-
processed | processed | processed Primary products
Primary products ‘static’ ‘dynamic’ minerals,
agricultural | agricultural | metals and
products | products fuels | f
(NPS) (NPD) (NPM)

Figure 1.1b  Alternative export categorizations: eight export categories
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Other attempts have been made to derive the dynamic market characteris-
tics of different products based upon the growth of the Organization for
Economic Cooperation and Development’s (OECD) demands for different
products (e.g. UNCTAD, 1996). In this approach, the most ‘dynamic’
products are those with both the most rapidly increasing OECD import
demands and an increasing share in OECD imports, while the most ‘stagnant’
products are those with both lower rates of growth in OECD demand and a
declining share therein. Such a demand-based definition has the major dis-
advantage of neglecting entirely the frequently important (and growing)
trade with non-OECD members, not least other African countries. After some
experimentation with this approach, we therefore also abandoned it.

Much less difficult and less controversial, although obviously also less
useful, is the focus upon ‘newness’ of export products and/or market desti-
nations. In the absence of agreed methodologies for assessing developmental
and dynamic attributes of non-traditional exports, it is on the latter that the
common approaches to this volume’s African studies are based. We are
painfully aware that sheer ‘newness’ is far from the whole story when it
comes to the motivation for non-traditional export promotion.

Because of this agreed common approach, the definitions of non-traditional
exports employed therein overlap to some degree with others’ definitions of
so-called ‘minor’ exports. Most quantitative analysts have employed export
share thresholds to distinguish statistically between ‘traditional’ and ‘non-
traditional’ exports. Agreement on such an approach still leaves lots of room
for variation in detailed methodology. For instance, recent authors have
defined non-traditional exports as those accounting for less than 1 per cent
(Labys and Lord, 1990: 268), 5 per cent (de Vries, 1967: 9), 2 per cent (Balassa,
1977: 17), and 3 per cent (Balassa et al. 1971: 49-50). Most recently, in the
World Bank’s measurement of export diversification in its compendium of
‘development indicators’ (World Bank, 1997, and subsequent), it defines
‘traditional exports’ as the ten largest three-digit commodity groups in the
country’s exports in the base year (1983-4), unless those 10 do not account
for at least 75 per cent of those exports, in which case more three-digit groups
are added as necessary until at least 75 per cent is reached (1997: 259). Non-
traditional exports are, by implication, all of the rest.

Following discussion among the project participants, it was decided that it
would be most feasible to employ the following three measures of non-
traditional exports (NTX):

e NTX1 - the definition of non-traditional exports as defined in con-
ventional usage by the government within each country

e NTX2 - the World Bank definition of non-traditional exports described
above

e NTX3 (our own somewhat arbitrary definition) — all goods exports
accounting for less than 3 per cent of total exports in 1979-80 or 1980
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plus exports of non-factor services (notably tourism). (Items not domes-
tically produced were not included unless there was significant
domestic value added; and in the case of South Africa, for some
purposes gold was excluded from total exports.)

African data are notoriously unreliable and trade statistics are unfortunately
no exception (Yeats, 1990). Export data, as recorded in African exporting
countries, have generally been considered less reliable than the statistics of
OECD member countries on their imports from African countries (Yeats,
1995). Intra-African trade data have no such checks on their reliability and
are considered especially dubious in quality.

Despite much general discussion and even advocacy of the expansion of
‘non-traditional exports’, then, it seems that the precise meaning of this term
is not agreed and the reasons for interest in them are varied. An important
early conclusion of this study is that greater effort should be made to generate
standardized definitions and measurement procedures if this term is to
continue to be used in international discourse on trade and development. In
particular, a clear distinction is required between ‘minor’ exports (those
which are not of great relative size but may have a considerable history) and
‘new’ exports (which have no prior history in the country in question).
Within the category of ‘new’ exports it is also important to distinguish
between those previously produced only for home consumption and those
which are truly innovative and presumably require new investments and
skills. More fundamentally, many see ‘non-traditional’ activities as
innovative in a deeper sense — involving a switch from primary or primary-
based production to ‘higher value added’ activities involving more complex
technology and skills; in short, as incorporating a shift to manufacturing
activities and industrialization, and/or to exports with more dynamic
demand prospects. It is small wonder, then, that a literature search uncovers
so limited a yield of international studies of the development of non-
traditional exports. Trade and development economists have not yet agreed
on what exactly they are.

Objectives

The main objectives of the international research project of which this
volume is the main product were twofold: (1) to draw on other developing
countries’ (specifically, East Asia, Chile and Costa Rica) experiences in the
development of rapid and more diversified (non-traditional) export growth
so as to inform today’s African export policy discussion; and (2) to analyse
recent experience in ‘adjusting’ Sub-Saharan African countries with a view
to identifying key constraints on better export performance, particularly non-
traditional export expansion, and policy requirements to overcome them.
(There has been remarkably little written on individual African countries’
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experience in non-traditional exporting. An exception is Jebuni et al., 1992,
on Ghana.)

The African case studies

With the limited availability of African data and the great variation in African
experience it has proven extremely difficult to conduct detailed cross-country
comparative analysis in the African context. Several proposed elements of
the African country studies therefore had to be dropped.

Nine Sub-Saharan African countries were originally chosen for detailed
analysis at the country level. Unfortunately, only five such analyses could
be included in this volume. Burkina Faso had to be dropped because of severe
data limitations there. Cote d’Ivoire, Ghana and Uganda were eventually
dropped as well; in the case of Ghana, the existence of the earlier (Jebuni et
al., 1992) study compensates somewhat for this.! The five countries retained
for analysis in this volume are the following: Kenya, Mauritius, South Africa,
Tanzania and Zimbabwe.

The basic characteristics of these economies are shown in Table 1.1. They
are obviously not a random sample of African countries. They exclude
countries severely affected by war or civil disturbance. They are all countries
that have undertaken economic stabilization and structural adjustment to
some degree, with a fairly wide range of success (or failure). Their initial
conditions, e.g. per capita income, vary widely, with South Africa and
Mauritius at the top and Tanzania at the low end. Total exports grew more
rapidly in the 1990s than in the 1980s in three of the five countries; but gross
national product (GNP) growth also fell in three of the five countries
(obviously not the same three) in the 1990s. The quality of investment and
savings data is often weak but it is clear that of these five countries only
Mauritius had savings and investment rates that might sustain rapid
economic growth.

The base period for all of these African analyses is 1980, immediately after
the second oil price shock and prior to the widespread adoption of structural
adjustment programmes in Africa. Export promotion and trade liberalization
have been prominent features of these programmes (Soludo, 1998). Each
African country’s analysis undertakes to explain the record of recent export
performance, particularly performance in non-traditional exporting, in the
context of this recent policy experience (as well as other elements of policy),
and to analyse the current constraints on such performance. Particular
attention is devoted to the distinction between incentive systems and other
supports and supportive institutions, e.g. credit, for the expansion of non-
traditional exports (Nissanke, 1998). Special efforts have been made to
understand the role of new investment, if any, in such non-traditional export
expansion as has taken place. (Among the important findings of this research
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has been that data on such investment, or on firm-level performance in the
export sector more generally, are very hard to come by.)

Organization of this volume

The analysis of non-traditional export promotion and performance is
presented in this volume in two parts. Part I begins with three chapters on
non-African countries’ experience and the key issues raised. In particular,
attention is devoted to the lessons from the East Asian experience and those
from Chile and Costa Rica. In these analyses, attention is directed not only
to the general policy approaches to the encouragement of non-traditional
exports but also, most importantly for the African debate today, the more
selective policies for export promotion that have been pursued. Part I
concludes with an original cross-country econometric analysis of the role of
the real exchange rate and other influences in the development of non-
traditional exports (NTX2) in a wide sample of developing countries.

Part Il is devoted to the performance of five African countries in the export
sector from 1980 onwards, with particular attention to policies and
experience with respect to non-traditional exports. Here, local authors
employ elements of a common framework developed through discussions
among themselves, and discussed in part above, but also introduce particular
country-specific elements to their individual chapters.

Summary and conclusions

Non-African experience

What do the studies of other developing countries in Part I have to say that
may be relevant to Sub-Saharan Africa’s export, particularly non-traditional
export, prospects? In East Asia, Chile, Costa Rica and other developing
countries, non-traditional export success was associated with a number of
aspects of economic experience and policy that are worth noting.

e An appropriate and stable real exchange rate, typically itself associated
with relatively stable macroeconomic conditions, has been associated
with rapid growth in non-traditional exports both in the East Asian
and Latin American case studies and in the econometric analysis of the
experience of a much larger sample of developing countries. (The same
result was found in our analytically comparable analysis of total exports
but the details are not reported here.) The need for this maintenance
of an appropriate real exchange rate argues against complete capital
account liberalization.

e The East Asian and Latin American case studies do not support the
proposition that generalized import liberalization, of itself, is
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necessarily important to non-traditional export success. The degree of
anti-export bias, on the other hand, typically is important to such
success. Special incentives to non-traditional exports, including import
duty drawbacks or rebates, undoubtedly were usually associated with
success.

In East Asian, Chilean and Costa Rican experience, conscious govern-
mental policies were implemented to strengthen indigenous capacities
to produce potential new exports competitively. These took the forms
both of general factor market interventions (e.g. strengthened infra-
structure, technological training, research support, etc.) and of unique
institutions, incentives and arrangements specifically to assist
exporters, and particularly non-traditional exporters. The econometric
investigation of a larger sample of developing countries also found
evidence suggestive of the importance to non-traditional export success
of supply-side (capability) factors, over which policy may have
influence, such as the quality of human capital (schooling), investment
in machinery and well-functioning factor markets.

Selective governmental intervention in support of particular forms of
non-traditional exporting activity — both through special incentives
and through other types of encouragement and support, including
specific training and research, credit, and marketing assistance — were
important to the development of non-traditional exports in East Asia,
Chile and Costa Rica.

The role of multinational corporations and their direct investments
varied greatly in the non-traditional export experience of the East Asian
and Latin American cases studied in this volume. They played a major
role in non-traditional export development in Malaysia, Singapore and
Costa Rica. Foreign direct investment (FDI) played a part in Chile, Hong
Kong, Indonesia and Thailand but was less important (though foreign
buying firms still usually played an important role) in Korea and
Taiwan. To attract FDI, governmental policies were ‘friendly’ but that
is not to say that they were laissez-faire. Except in Hong Kong,
governments were active in attempting to encourage FDI into ‘priority’
sectors while restricting it elsewhere.

While non-traditional export experience in Asia and Latin America
may be highly relevant to Africa’s future, clearly it offers no ‘quick and
easy’ lessons. The initial conditions differ markedly across countries.
The capabilities of potential exporters and the supportive infrastruc-
ture in Sub-Saharan African circumstances are often uniquely weak.
Investment rates are typically low. Governmental capacity for
sustained and effective economic development policymaking is also
often lacking; and aid donors and international financial institutions,
with agendas of their own, frequently ‘drive’ the development policy-
making process.
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African experience

As noted above, the five African countries studied here are not intended to
portray the full range of African experience.

Non-traditional exports, however defined, grew at rapid rates in each
of the five African countries studied here. Kenyan NTX3 grew at 20 per
cent per annum from 1980 to 1996; NTX1 grew at 15.6 per cent
annually in Mauritius from 1981 to 1997, and at 17 per cent annually
in Tanzania from 1986 to 1997. Non-traditional exports increased sig-
nificantly in relative importance, both in total exports and in total
GDP, in each of these African countries from the early 1980s onward.
By the second half of the 1990s, NTX3 was valued at 24.6 per cent of
GDP in Kenya, 41 per cent in Mauritius and 14.1 to 16.8 per cent in
South Africa (depending on whether gold is included in the export total
in the definition of NTX3 in that country). (Value added in non-
traditional exporting activity is much less than suggested in these
numbers where, as in Mauritius, imports make up an important share
of gross export value.) In Tanzania, however, NTX1 was still only 5.2
per cent of GDP in the 1990s. In South Africa and Zimbabwe NTX3 by
this time made up half or more of total export value. Overall export
concentration fell after 1980, both in terms of commodities and of
country destinations, in all five countries.

In Mauritius, South Africa and, to some extent, Zimbabwe there was
considerable non-traditional exporting of manufactured products
which may potentially have more ‘dynamic’ characteristics. The bulk
of the non-traditional exporting in Kenya and Tanzania was found in
primary production, primary processing and tourism.

The real exchange rate was associated with successful non-traditional
export performance in African countries as elsewhere. In the Tanzanian
case study, time series econometric analysis found a statistically
significant relationship between real devaluation (and also reduction
in anti-export bias) and non-traditional export growth. In the other
African countries (including Kenya, where no statistical relationship
between the real exchange rate and non-traditional exports could be
found) the real value of the currency was sustained at or near its
‘fundamental’ value throughout periods of non-traditional export
growth. None of the five African countries could be said, however, to
have engaged in conscious real currency undervaluation, as might be
indicated, for instance, by accumulation of foreign exchange reserves.
All of the five African countries offered general incentives specifically
to encourage non-traditional exports. These took a variety of forms
including direct subsidies, more liberal foreign exchange retention
allowances, import duty rebates, income tax concessions, ready and/or
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subsidized credit and the establishment of export processing zones
(EPZs). Generalized import liberalization formed an element in all of
these countries’ adjustment programmes but, as elsewhere, it seems to
have been, of itself, only sporadically important (e.g. in Kenya in
1993-5) to the creation of relevant incentives for non-traditional
exports. More directed export incentives were typically of greater sig-
nificance in this respect.

e African governments have typically not developed strong supply-side
supports, either general or selective, to encourage investment in non-
traditional exports, comparable to those employed in South-East Asia
or Latin America. Overall investment rates, averaging 16-23 per cent
of GDP in the 1990s, remain well below those necessary for sustained
rapid overall economic growth in all of these African countries except
Mauritius; and even in Mauritius the investment rate has recently fallen
(to around 25 per cent of GDP). Weak infrastructure, limited access to
credit, and limited support for relevant human capacity-building have
undoubtedly inhibited African success with non-traditional exports, as
with other dimensions of growth and development.

e Relative to the East Asian and Latin American cases studied in this
volume, the five African countries do not appear to have made as much
effort at selective non-traditional export promotion. But there are never-
theless, as noted above, examples of such selective promotion in these
African studies, e.g. special supports for tourism in all five countries,
for particular elements of processing and manufacturing in South
Africa, etc. Again, limited resources and human capacities undoubtedly
constrained the efficacy of public policies in Africa, whatever may have
been governmental intentions; particularly was this so in such
extremely poor countries as Tanzania.

e Export processing zones were not important contributors to non-
traditional export success, except in the dramatic case of Mauritius
where they were a dominant influence. Other constraints evidently
limited their attraction to investors in the other four African countries,
each of which experimented with EPZs (albeit somewhat hesitantly)
with, at least so far, only very limited effect. It is possible to argue,
however, as some do, that EPZs will have greater potential if they are
given both more support and more time.

e When major non-traditional ‘success’ was realized, as in Mauritius,
there was a long lag between the policy changes that appear to ‘explain’
it and their positive effects. In Mauritius it took many years from the
initiation of the explicit ‘export push’ before rapid non-traditional
export expansion began.

e TForeign direct investment has not as yet made a particularly important
contribution to African non-traditional export expansion. Even in the
Mauritius EPZ experience domestic investment was dominant.



Introduction 17

Elsewhere there is little firm evidence of significant long-term private
investment, whether domestic or foreign, in non-traditional exporting;
but, as noted above, the absence of good firm-level investment data
seriously inhibits analysis of this question.

From the experience described in Parts I and II of this volume, there is room
for considerably greater optimism about African non-traditional export
prospects than has customarily been expressed in analyses of Africa’s
economic problems. (A recent, more optimistic, assessment, however, may be
found in World Bank, 2000: 212-21.) Non-traditional exports are obviously
not a development panacea. Without minimizing the extent of the many
current constraints on Africa’s economic growth and development, or
overstating the representativeness of the five African countries studied in this
volume, it is possible to say not only that non-traditional exports can respond
to official policies that support and promote them, but also that in many
African countries they have already done so.

For the effective promotion of non-traditional exports African
governments will have to pursue policies that are not merely ‘permissive’ —
a stable macroeconomic framework, an appropriate level and stability of the
real exchange rate, adequate export incentives, a friendly investment climate
(but caution with capital account liberalization), etc. They will also have to
pursue more ‘activist’ policies to overcome continuing weaknesses in infra-
structure and human capital and, more particularly, to offer selective further
support for those non-traditional exports with the most promising develop-
mental and market prospects. Such activist policies require knowledge and
resources; and in Africa these are both usually in short supply. To maximize
effectiveness, it is likely to be fruitful for governments to work closely with
potential investors in the private sector as they develop strategies and policies
for non-traditional export expansion. African governments can also benefit
from information-sharing and other forms of regional cooperation, including
trade and exchange liberalization among themselves, at the regional or
subregional levels. Needless to say, and as noted earlier, access for African
export products on world markets will also be essential for sustained non-
traditional export success.

With appropriate national and international policies, increased
investments (both public and private) and improved overall domestic
capacities, one should be able to expect better and more widespread non-
traditional export success in Africa in the future. Sustained private
investment will clearly be critical to long-run success. In the meantime it will
be important for policymakers that more research be undertaken on the
developmental advantages of different kinds of export activity so as to
increase conceptual clarity as to what non-traditional exports it may be most
efficacious to promote.
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