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Introduction 

Trade between developing countries 
(intratrade) is often thought to hold consider
able potential for future expansion of develop
ing-country exports. However, much of the 
research in this area has focused on trade in 
industrial goods; detailed analyses of the past 
trends and future possibilities for agricultural 
trade between developing countries has re
ceived scant attention. 

This study seeks to fill the gap in the 
literature on intratrade in agricultural commodi
ties. Over time, intratrade in agriculture has 
grown in volume as well as in value. It has 
also grown as a proportion of world trade and 
as a proportion of developing countries' im
ports and exports. The relative importance of 
intratrade varies greatly among commodities 
and among different countries and regions, 
governed as they are by relative costs of pro
duction, transportation, and distribution, by 
different patterns of demand, and by different 
policies. A pertinent question is whether the 
volume of intratrade or its share in the overall 
trade of developing countries falls short of its 
potential in some sense. To what extent, for 
example, is it inhibited by institutional obsta
cles or inadequacies in the trade-related infra
structure? How does the growth of intratrade 
relate to the growth in overall world agricultur
al trade and in total agricultural imports and 
exports of developing countries? What are the 
prospects of intratrade in the future, overall 
and in specific commodities? 

Past reviews of intratrade in agricultural 
commodities by the Food and Agriculture 
Organization of the United Nations (FAO) note 
that there was a substantial increase in the 
value of intratrade in agricultural products 
between the three-year average for 1960-62 and 
1980-82, an increase of 11. 7 percent per year 
(FAO 1987a). Over the same period, exports to 

developed countries increased by 8.2 percent. 
Intratrade, therefore, played an increasing role 
in the expansion of developing-country exports. 
In addition to these overall trends, a concentra
tion in trade patterns by commodity and by re
gion also occurred. A large proportion of intra
trade was concentrated in a few commodities 
throughout this period, with 10 commodities 
making up 58 percent of total intratrade in 
agricultural products in 1970-72 and 56 percent 
in 1980-82. Furthermore, a very large propor
tion of intratrade was accounted for by a few 
Latin American and Asian countries. Also, in
terregional trade between developing countries 
has been gaining in importance over intrare
gional trade. Interregional trade increased from 
36.8 percent of total intratrade in 1960-62 to 39.8 
percent in 1970-72 and 49.8 percent in 1980-82. 

A number of constraints to the expansion 
of intratrade have also been identified. The 
constraints fall into two major categories. The 
first is the supply constraint, that is, the in
availability of export supplies from developing 
countries. The second is the demand con
straint-the difficulty of gaining access to 
developing-country markets. Domestic produc
tion in developing countries failed in many 
instances to keep pace with domestic and 
export demand. This resulted in a shortfall in 
the supply of exports to the developing-country 
markets or inadequate overall export supply, 
irrespective of the destination of exports. The 
access to developing-country markets was 
constrained by a variety of factors such as 
trade restrictions and inadequate transport and 
communications facilities. 

A study of intratrade by Valdes and 
Gnaegy (1984), based on a "market share 
model," analyzes the following determining 
factors: (1) growth in the import trade of 
developing countries, (2) changes in the share 
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of developing countries in total imports of 
developing countries, (3) differential growth in 
imports of different developing regions, and 
(4) change in the commodity composition of 
exports. 

The developing countries, according to 
this analysis, failed to maintain their market 
share in world agricultural exports to develop
ing countries, even though these exports were 
expanding between 1962 and 1979. Despite a 
loss in market share in world agricultural 
exports, however, the absolute value of agricul
tural exports from one developing country to 
another increased, particularly for vegetable 
oils, sugar, and fertilizers. Intratrade as a share 
of total agricultural exports increased from 12 
percent in 1962 to 18 percent in 1979. Latin 
America and Asia had significant shares of 
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intratrade, followed by North Africa and the 
Middle East, whereas the proportion of 
intratrade originating in Sub-Saharan Africa 
remained small. 

This paper builds upon and updates earlier 
work in this field. It uses additional and more 
up-to-date information to analyze the overall 
trends in agricultural trade between developing 
countries for a longer time period and in more 
detail. It examines in greater depth a few issues 
pertaining to the relationship between intratrade 
and overall trade, as well as the commodity 
composition and geographic distribution of 
intratrade. Furthermore, two new issues are 
analyzed: one relates to the effects of trade 
liberalization on intratrade and the other makes 
quantitative projections of future levels of 
intratrade. 
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Past Trends in Intratrade 

Why Trade Between Developing 
Countries Is Important 

A number of reasons have been advanced 
to support the contention that intratrade offers 
considerable potential for fueling future growth 
in developing countries. The markets in devel
oped countries, which served as a powerful 
source of growth for developing countries in 
the past, are likely to expand slower in the 
future because their income and population 
growth rates are declining (Singer 1983). For 
agricultural raw materials, this is due in part to 
increased economy in the use of raw materials 
per unit of output, as a result of technological 
progress in developed countries, and in part to 
an increase in the use of competing synthetic 
substitutes. There is an additional factor 
accounting for slow growth in demand. In most 
developed countries, per capita consumption of 
food and agricultural commodities is already 
very high and further expansion in response to 
increases in income is likely to be small 
because the income elasticity of demand is low. 

As demand slows in developed countries, 
several factors tend to increase demand in 
developing countries and to promote intratrade. 
In some developing countries, the demand for 
food has increased rapidly as a result of in
creases in income and population. A high rate 
of growth in demand has frequently exceeded 
any feasible rate of increase in domestic food 
production that can be achieved in the short- or 
medium-run. In fact, developing countries that 
have achieved high rates of growth in the past 

in domestic food production have increased 
their food imports at the same time. The more 
widely distributed are the benefits of growth in 
income and employment in developing coun
tries, the more rapid is the increase in demand 
for food likely to be. This has often led to 
greater import demand, since domestic food 
production has seldom been able to accelerate 
sufficiently in the medium run to meet the 
rapidly rising demand for food. This is particu
larly true for meat and dairy products, which 
have very high income elasticities of demand, 
especially in middle-income developing coun
tries. Furthermore, in newly industrializing 
countries, the demand for agricultural raw mat
erials is also likely to grow rapidly as a result 
of their rapidly expanding industrial sectors. 

Some authors have found interlinkages 
between South-South and North-South trade, 
specifically between South-South trade in agri
cultural commodities and raw materials, on the 
one hand, and South-North trade in manufac
tured commodities, on the other. It has been 
suggested that a major stimulus to growth in 
the import demand for agricultural raw mater
ials and primary commodities in the developing 
countries from other developing countries is 
provided by the expansion of manufactured ex
ports from developing countries to developed 
countries. Even though the manufactured ex
ports of developing countries are destined for 
both developing and developed countries, 
sometimes exports to developed countries pro
vide a greater stimulus to import demand for 
raw materials from other developing countries. [ 

I The above finding may suggest a tentative hypothesis that if the dynamic growth of some developing countries' 
manufactured exports to developed economies slows down because of a rise in protectionism or a fall in income and 
demand growth in the developed countries, and if developing countries discriminate in favor of South-South exports and 
against South-North exports, some developing countries that export raw materials are likely to suffer from a decline in 
exports due to an uncoupling of the export "locomotive" in the north. 
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For example, Asian manufactured exports to 
developed countries have exerted a significant 
positive influence on Asian primary commodity 
imports from developing countries. In Latin 
America, on the other hand, the South-South 
trade flows in both manufactured and primary 
commodities are more closely linked with each 
other than is the case in other regions. The 
growth of Latin American manufactured ex
ports to developing countries stimulated the 
growth of Latin American imports of raw 
materials from developing countries in a signi
ficantly stronger way than did the growth of 
Latin American manufactured exports to 
developed countries. To some extent, the 
centered market orientation of Latin American 
exports is explained by attempts in recent years 
at regional trade liberalization and industrial 
cooperation among Latin American countries. 
The "Northern" or developed-country orienta
tion of Asian manufactured exports is much 
more pronounced than that of most Latin 
American exports (Langhammer 1983c). 

In agricultural commodities, specialization 
and division of labor among countries is 
governed to a considerable extent by differ
ences in natural resource endowments or 
agroecological characteristics. In manufactured 
goods, intraindustry specialization leads to 
trade in similar goods; different countries reap 
economies of scale in different products in the 
same industry and thus gain a comparative cost 
advantage as a basis of trade. Countries that 
achieve technological progress ahead of others 
or are the first to enter the world market enjoy 
not only the advantages of established consum
er preference but also economies of scale, 
which are not shared by latecomers. These 
characteristics of intraindustry trade are also 
relevant in the case of processed agricultural 
products and may stimulate intradeveloping
country trade in agriculture. 

It is also possible that intratrade, 
especially within a region, could reduce the 
costs of transport that otherwise would be 
incurred when deficit countries import food 
from long distances. In surplus countries 
intratrade obviates the costs of storage, 
including costs associated with wastage or 
spoilage of foodgrains. At present, countries 
with occasional surpluses can seldom find easy 
access to the world market in the absence of 
established trading connections. With limited 
ability to store or export these occasional 
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surpluses, a collapse of prices in the domestic 
market cannot be avoided, thus destabilizing 
domestic production. So, even though, on a 
long-run basis, countries may have either a net 
deficit or be self-sufficient, they could mini
mize costs and avoid losses if opportunities 
were available for their occasional surpluses to 
be exported to deficit countries in the region. 

In the same way, regional trade also of
fers scope for reducing the effects of seasonal 
variations in supplies in different countries at 
minimum cost. Furthermore, regional trade 
between neighboring countries can reduce the 
cost of transportation and distribution if the 
surplus region in one country is adjacent to the 
deficit region in another and vice versa. In 
other words, over time, surplus and deficit 
countries may import and export the same com
modity to each other, probably in the same 
amount, thus creating a higher level of regional 
food security. 

ROLE OF INTRATRADE IN TRADE OF 
DEVELOPING COUNTRIES 

During the past three decades, intratrade 
has been a relatively dynamic component of 
world trade. The share of intratrade in world 
trade (excluding fuel) continued to grow 
despite variations in growth rates in world 
trade. This increase occurred across all com
modities, except cereals (Figure 1). However, 
the percentage rate of increase in the share of 
intratrade in world trade of agricultural 
products was lower than the growth in the 
share of intratrade in total world trade. In other 
words, intratrade in manufactured goods was 
decidedly more dynamic. 

During the same period, the share of 
intratrade in all categories of exports of 
developing countries increased (Figure 2). This 
is particularly so for agricultural commodities, 
where intratrade as a percent of total exports 
has increased from 17 percent in 1966-68 to 26 
percent in 1987-89. The growth in intratrade is 
expected to respond to relative rates of growth 
in the gross domestic product (GDP) in 
developed and developing countries. A higher 
rate of income growth in the developing than in 
the developed economies is likely to lead to a 
growth rate in intratrade that is higher than that 
in world trade. It should also lead to a growing 
share of intratrade in the exports of developing 
countries. 
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Figure l-Intratrade as a share of world trade for 
selected commodity groups 
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Figure 2-Intratrade as a share of developing-country 
exports 
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Lewis (1980) has suggested that in the 
face of a slow down in developed-country 
demand, the developing countries,. in order to 
maintain a high rate of growth, must turn 
toward their own more dynamic markets. 
However, during the early 1980s-a period of 
relatively slow growth in both developed and 

developing countries-developing-country mar
kets did not necessarily absorb the resulting 
excess exportable surplus of developed coun
tries. In fact, there was also a slight slowdown 
in the rate of growth of the share of intratrade 
in total developing-country exports during the 
period 1980-85 (Table 1). 

Table I-Growth rate of imports and exports, 1960-89 

All All 
Country Group/ Raw Agricultural Nonfuel 
Period Food Materials Commodities Goods 

(percent) 
Imports 

Developed countries 
1960-70 6.26 2.65 5.11 9.00 
1970-80 12.20 11.79 12.09 14.44 
1980-85 -1.73 -4.32 -2.41 -1.10 
1985-89 11.22 13.46 11.80 10.19 
1960-89 5.79 5.19 5.62 6.33 

Developing countries 
1960-70 4.44 4.71 4.51 6.75 
1970-80 14.96 13.70 14.70 15.49 
1980-85 -2.41 -1.45 -2.21 -1.36 
1985-89 8.29 16.53 10.31 6.93 
1960-89 5.95 6.08 5.98 6.23 

Exports 
Developed countries 

1960-70 6.94 3.58 5.90 8.90 
1970-80 13.71 12.53 13.42 14.03 
1980-85 -3.29 -2.95 -3.21 -0.02 
1985-89 11.23 13.62 11.85 11.80 
1960-89 6.02 5.58 5.90 6.34 

Developing countries 
1960-70 4.70 1.08 3.59 6.94 
1970-80 12.35 11.31 12.09 16.32 
1980-85 -0.16 -6.41 -1.52 -3.86 
1985-89 6.08 12.74 7.52 1.63 
1960-89 5.47 4.56 5.24 6.17 

Source: United Nations Statistical Office, Monthly Bulletin of Statistics (May 1972, May 1980, May 1990, May 1991). 
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Although the growth rate of developing 
countries was higher, the difference between 
the two rates became narrower. Accordingly, 
since the growth in import demand in 
developing countries was not much higher than 
that of developed countries it did not offset the 
impact of the decrease in demand growth in 
developed countries. The interdependence 
between the economies of the developed and 
developing countries was such that the sluggish 
developed-country growth inhibited growth in 
developing countries. This is because the 
markets in developed countries were the 
dominant source of export earnings for 
developing countries, which, combined with 
capital flows, constituted the principal external 
source of growth. 

Apart from relative rates of income 
growth, other factors such as government trade 
policies and cost competitiveness of exports 
may have effects that are just as important. For 
example, in spite of the higher rates of income 
growth in developing countries during the 
1970s and early 1980s, the share of intratrade 

in imports of agricultural commodities did not 
change appreciably, even though the growth 
rate of overall agricultural imports was quite 
rapid (Figure 3). 

This stagnant market share is largely due 
to a decline in the market share for agricultural 
raw materials and cereals and has resulted from 
two main factors. The first is an increase in 
developed-country programs to subsidize the 
export of their surplus agricultural commodi
ties; export subsidy programs of developed 
countries have been particularly important for 
such commodities as cereals; sugar; and 
oilseeds, fats, and oils, whose production has 
increased rapidly in developed countries over 
the last 20 years. The second factor is a supply 
constraint in developing countries, which has 
kept exports from expanding fast enough to 
meet the rapidly increasing demand in 
developing countries. In addition, accelerated 
industrialization of some developing countries, 
particularly in Latin America and Asia, has 
increased local demand for raw materials, thus 
reducing export surpluses. 

Figure 3-Intratrade as a share of developing-country imports 
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An additional development affected 
intratrade during this period. Many developing 
countries with significant intratrade had to meet 
large debt-servicing obligations to developed
country creditors and were obliged to seek a 
rapid expansion of exports and a reduction in 
imports. The commodity imports that suffered 
the most were mainly consumer goods, both 
agricultural and industriljl. Intratrade was 
adversely affected because these were the very 
commodities with larger shares in imports from 
developing countries. To the extent that this 
stagnation in iritratrade was due to temporary 
problems of debt service payments, it need not 
have implications for the potential long-term 
expansion of intratrade. 

REGIONAL PATTERNS OF 
INTRATRADE 

The relative importance of intratrade in 
total developing-country exports and imports 
differs among regions in the developing world. 
The relative importance of the various types of 
agricultural commodities in intratrade also 
differs among regions. These differences in 
trade arise from differences in natural resource 
bases, geographic locations relative to other 
developing countries, sizes of regional markets, 
levels of industrial development and transport 
infrastructure, levels of income, foreign 
exchange constraints, and government trade 
policies. 

For total agricultural imports, the share 
of imports from developing countries is highest 
in South and Southeast Asia and West Asia and 
lowest in Africa (Figure 4).2 In South and 
Southeast Asia, the large share of intratrade 
imports mostly reflect the need for agricultural 
raw materials as industrialization occurs and 
increases in food consumption as incomes 
increase. In West Asia, the share of intratrade 
in imports is high because the agricultural 
productivity of the region is low, income from 
oil exports is high, and the region has close 
geographic proximity to developing countries in 
both Asia and Africa. 3 In Africa, the low share 

of intratrade in imports .is a function of low 
incomes in the region, poor transportation 
infrastructure, high debt, better trade credit 
facilities associated with developed-country 
exports, and strong ties between former 
colonies and colonial powers. 

The share of intratrade in exports is 
generally lower than that in imports because 
markets are larger in developed countries 
(Figure 5). The highest share of intratrade in 
exports is in West Asia, followed by South and 
Southeast Asia, Latin America, and Africa. In 
West Asia intratrade is a high proportion of 
agricultural exports because the region is a net 
importer of food and agricultural products, 
making local markets very lucrative for the 
small amounts of agricultural products that are 
exported by countries in the region. The share 
of intratrade in exports is high in South and 
Southeast Asia because the relatively high 
incomes of the newly industrializing countries 
in the region generate excess demand for food, 
and they are geographically close to other 
developing countries. Africa and Latin America 
have closer geographic proximity and historical 
ties to the European and North American 
markets and therefore a lower proportion of 
their exports is intratrade. Another contributing 
factor in these regions is that infrastructural 
development has focused on trade with devel
oped countries. An examination of changes in 
the share of intratrade in agricultural imports 
and exports over time reveals that the share of 
intratrade in imports has remained more or less 
constant for Africa, decreased in Latin America 
and West Asia, and increased in South and 
Southeast Asia, while the ratio of intratrade to 
total exports has increased for all regions. 

The predominant source of each region's 
imports from the developing countries is the 
region itself. The highest proportion of intra
regional imports in intratrade in 1987-89 is 
found in Latin America, followed closely by 
South and Southeast Asia. Almost 88 percent 
of the imports of Latin America from develop
ing countries originate in Latin America, 
whereas 85 percent or more of such imports in 
South and Southeast Asia originate within the 

2 West Asia, often called the Middle or Near East, extends from Iran to Turkey and includes the Arab Gulf States. 
Developing Africa is continental Africa, including North African countries and excluding South Africa. 

3 An elaboration of this case is presented in Appendix 1. 
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Figure 4-Regional origin of imports, 1987-89 
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Figure 5-Regional destination of exports, 1987-89 
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region. These two regions have the capacity to 
supply regional needs through intraregional 
trade, and they have a transport cost advantage 
when they import from within the region. In 
West Asia, the relevant figure is 30 percent 
and in Africa, 31 percent. Since West Asia is 
a region of low agricultural productivity, it 
must import much of its food. Its geographic 
location, between Africa and South Asia, 
makes it a large importer of agricultural pro-

ducts from these regions. Africa's relatively 
low level of intraregional trade is the result of 
poor transport infrastructure within the region. 
Over the years, the share of intraregional 
imports has not changed significantly in Latin 
America and South and Southeast Asia; trade 
continues to be overwhelmingly intraregional. 
However, in Africa and West Asia, the relative 
importance of interregional imports has in
creased (see Figure 4 and Table 2). 

Table 2-Distribution of total agricultural imports of each region, 1966-89 

All Dllstination 
Country of Developing Latin West South and 
Origin Markets Africa America Asia Southeast Asia 

(percent) 
All developing 

markets' 
1966-68 32.47 24.26 30.46 44.69 34.37 
1975-77 32.97 24.48 30.94 36.91 37.38 
1987-89 32.18 25.47 26.56 36.20 39.41. 

Developing 
Africa 

1966-68 5.39 12.73 0.64 8.18 4.26 
1975-77 3.28 8.20 0.56 3.33 1.99 
1987-89 2.66 7.94 0.15 2.71 1.28 

Developing 
Latin America 

1966-68 8.90 3.19 28.19 3.89 1.91 
1975-77 10.42 8.32 28.31 7.90 2.97 
1987-89 7.76 4.60 23.32 7.74 3.69 

Developing 
West Asia 

1966-68 2.85 1.43 0.17 18.94 0.86 
1975-77 2.26 1.03 0,02 9.36 0.80 
1987-89 2.85 1.98 0.14 10.97 0.59 

Developing South 
and Southeast Asia 

1966-68 15.63 7.04 2.16 13.99 27.66 
1975-77 17.30 7.01 2.45 16.97 32.30 
1987-89 18.39 9.56 2.86 14.12 33.40 

Source: United Nations Statistical Office, Monthly Bulletin of Statistics (May 1972, May 1980, May 1990, May 1991). 
a The totals for the regions do not add to the value for all developing markets because developing Oceania is not included 
in the table. 
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The intraregional market was also the 
largest market for the export intratrade of each 
region, varying from 79 percent for Latin 
America to 77 percent for both West Asia and 
South and Southeast Asia, to 43 percent for 
Africa in 1966-68. Over the years the relative 
importance of the intraregional market has 
changed. By 1987-89 it had decreased to 54 
percent in Latin America as Latin American 
exports were diverted to Africa. For Africa, 
the importance of regional markets has 
increased, accounting for 77 percent of its total 
exports to developing countries. In West Asia, 
the importance of regional markets increased 
slightly, rising from 77 percent in 1966-68 to 
78 percent in 1987-89. The proportion of re-

gional markets in the intratrade of agricultural 
exports from South and Southeast Asia 
decreased between 1966-68 and 1975-77 but 
had increased to 79 percent by 1987-89 (see 
Figure 5 and Table 3). 

The share of intratrade in export markets 
outside of the region is very low for South and 
Southeast Asia and West Asia. For Africa, 
extraregional markets such as South and 
Southeast Asia and West Asia are of some 
importance. Overall, export markets are more 
diversified for Latin America and Africa than 
for West Asia and for South and Southeast 
Asia, while sources of imports are more 
diversified for West Asia and Africa than for 
Latin America and South and Southeast Asia. 

Table 3-Distribution of total agricultural exports of each region, 1966-89 

All Destination 
Country of Developing Latin West South and 
Origin Markets' Africa America Asia Southeast Asia 

(percent) 
Developing 
Africa 

1966-68 11.88 5.09 0.35 2.08 4.12 
1975-77 11.47 6.27 0.41 2.16 2.60 
1987-89 11.99 9.26 0.17 3.51 3.54 

Developing 
Latin America 

1966-68 11.52 0.75 9.14 0.58 1.09 
1975-77 15.43 2.69 8.92 2.17 1.65 
1987-89 16.74 1.81 8.98 3.38 3.44 

Developing 
West Asia 

1966-68 24.30 2.21 0.36 18.70 3.22 
1975-77 29.89 2.99 0.07 22.89 3.94 
1987-89 46.03 5.83 0.40 35.84 4.13 

Developing 
South and 
Southeast Asia 

1966-68 27.48 2.25 0.95 2.85 21.36 
1975-77 34.10 3.02 1.03 6.19 23.78 
1987-89 34.33 3.25 0.95 5.34 27.01 

Source: United Nations Statistical Office, Monthly Bulletin o/Statistics (May 1972, May 1980, May 1990, May 1991). 
II. The totals for the regions do not add to the value for all developing markets because developing Oceania is not included 
in the table. 
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In general, for all regions taken together, 
between 1966 and 1989 there was a decline in 
the relative importance of intraregional trade 
and a rise in the importance of interregional 
trade in agriculfural commodities, as infra
structure improved and growth in developed
country markets declined. Between 1966-68 
and 1975-77, interregional trade as a pro
portion of total intratrade increased from 27 
percent to 34 percent; by 1987-89 it had 
decreased again to 30 percent (Table 4). 

REGIONAL INTRATRADE IN 
SELECTED COMMODITIES 

To understand the factors driving 
intratrade and intraregional trade in agricultural 
commodities, it is useful to examine the 
underlying trends in selected groups of 
commodities (Table 5). 

Raw Materials 

The intratrade share of imports is highest 
for South and Southeast Asia, roughly 50 
percent until the late 1970s, though declining 
rather significantly over time, followed closely 
by Latin America and West Asia. In Latin 
America, the share of intratrade in imports 
declined between 1966-68 and 1987-89, 
whereas in West Asia and Africa it declined 
between 1966-68 and 1975-77 and increased 
again between 1975-77 and 1987-89. With 
rising incomes accompanying industrialization 
in the middle-income regions, intratrade in 
raw materials was high. However, over time 

the pattern of demand for raw materials 
became increasingly diversified and the sources 
of imports extended beyond the developing 
countries. In addition, supply constraints in the 
exporting developing countries, especially with 
increasing domestic absorption, tended to 
reduce the share of intratrade in the imports of 
developing countries. The share of intratrade in 
exports of raw materials in all developing 
regions went up over the years. 

Food Items 

West Asia had the highest percentage of 
imports of food from developing countries, 
closely followed by South and Southeast Asia. 
A higher percentage of imports of oilseeds, 
fats, and oils than of cereals was obtained from 
developing countries. For exports of food, 
West Asia had the highest percentage of 
intratrade, closely followed by South and 
Southeast Asia. Cereals constituted a high 
percentage of food exports to developing 
countries. They made up between 72 and 85 
percent of the exports of South and Southeast 
Asia during the period 1966-68 to 1987-89. 
For Africa and Latin America, a high 
percentage of cereals exported were also sent 
to other developing countries. 

Although the relative importance of 
intraregional trade was high for all groups of 
commodities, it was highest for raw materials 
throughout the period. In the 1960s the relative 
importance of intraregional trade was very high 
for food in general but less so for cereals, 
declining over the years from 70 percent to 63 
percent for food and from 55 percent to 46 

Table 4-Intraregional trade as a proportion of aggregate intratrade for selected 
connnodities, 1966-89 

Period 

1966-68 
1975-77 
1987-89 

Total 
Agriculture 

73.0 
65.7 
69.5 

Raw 
Materials 

79.7 
75.9 
86.2 

Food 

(percent) 

70.3 
62.1 
62.7 

Cereals 

54.8 
63.1 
46.3 

Oil seeds 
Fats, and Oils 

45.4 
61.0 
60.4 

Source: United Nations Statistical Office, Monthly Bulletin ojStatistics (May 1972, May 1980, May 1990, May 1991). 
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Table 5-Relative importance of intratrade for different gronps of agricultural conunodities 
in different regions, 1966-89 

Latin South and 
Commodity/ Africa Americ~ West Asia Southeast Asia 
Period Imports Exports Imports Exports Imports Exports Imports Exports 

(percent) 

Raw materials 
1966-68 29.06 12.46 39.38 17.09 37.80 15.79 54.20 20.86 
1975-77 23.11 10.26 35.70 21.64 33.55 21.57 51.58 33.31 
1987-89 30.95 21.33 33.68 32.40 39.68 29.12 43.53 36.70 

Food 
1966-68 23.55 11.65 28.15 10.04 46.48 31.44 28.04 32.60 
1975-77 24.65 11.82 30.07 14.76 37.45 36.16 31.74 34.55 
1987-89 24.42 16.00 23.50 14.56 35.65 48.62 35.13 33.31 

Cereals 
1966-68 15.71 32.43 27.90 n.a. 38.43 n.a. 24.29 74.83 
1975-77 17.50 46.39 20.18 33.14 25.58 n.a. 22.11 84.99 
1987-89 19.77 64.50 16.99 61.16 25.80 78.28 19.60 72.76 

Oilseeds, fats, 
and oils 

1966-68 18.59 5.84 35.68 n.a. 36.61 n.a. 26.95 16.47 
1975-77 24.52 14.24 30.41 23.23 47.69 n.a. 38.85 27.90 
1985-87 38.10 24.25 26.27 33.33 58.39 69.30 48.95 3.07 

Source: United Nations Statistical OffIce, Monthly Bulletin of Statistics (May 1972, May 1980, May 1990, May 1991). 
Note: n.a. indicates that data are not available. 

percent for cereals. The relative importance of 
intraregional trade in oilseeds, fats, and oils, 
however, increased over time from 45 to 60 
percent (Tab Ie 4). 

For food items, as can be seen in Table 5, 
West Asia had the highest percentage of 
imports derived from developing countries, 
closely followed by South and Southeast Asia. 
A higher percentage of imports of oilseeds, 
fats, and oils than of cereals were obtained 
from developing countries. In summary, the 
dynamic commodities in intratrade are oilseeds, 

fats, and oils; meat; and horticultural products. 
Intraregional trade accounts for the predomi
nant share of intratrade. This characteristic may 
be of growing importance if regional cooperation 
in trade between developing countries receives a 
boost in the future, through regional groups such 
as the Andean Pact nations, the Association of 
Southeast-Asian Nations (ASEAN), the West 
African Economic Community (W AEC), the 
South Asian Regional Cooperation (SARC), and 
the Southern African Development Coordination 
Conference (SADCC). 
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Commodity Composition and Salient 
Characteristics of Intratrade 

COMMODITY COMPOSITION 

Agricultural commodities compose about 
30 percent of the total value of intratrade in 
nonfuel commodities, and food commodities 
dominate agricultural commodities. Among the 
25 agricultural commodities leading in intra
trade, food items-including cereals; sugar; 
oilseeds, fats, and oils; and meat-constitute 64 
percent of the total. Cereals alone (wheat, rice, 
and coarse grains) constitute 27 percent. 
Agricultural raw materials account for about 15 
percent and tropical beverages and tobacco 13 
percent (Table 6). 

Insofar as the relative importance of 
individual commodities in intratrade is con-

cerned, the commodity with the largest share is 
oilseeds, fats, and oils, followed closely by rice 
and sugar. Rubber, wheat, maize, cotton and 
bovine meat (beet) follow in that order (Table 
7). Among the 25 most important individual 
agricultural commodities in intratrade, 3 
commodities-oilseeds, fats, and oils, rice, and 
sugar-accounted for 38 percent of the total 
value during 1982-84. 

The share of intratrade in exports of 
individual commodities is not related to the rel
ative importance of these commodities in total 
agricultural exports of developing countries. In 
other words, the commodities or commodity 
groups that are the most important exports of 
developing countries are not necessarily those 

Table 6-Total trade and intratrade shares by connnodity group, 1982-84 

Share of Intratrade 
Commodity Weight in Total Developing- Developing-
Group Value of Trade Intratrade Country Imports Country Exports 

(US$billion) (percent) (percent) 
Tropical beverages 
and tobacco 159 13.04 77.28 11.56 

Agricultural raw 
materials 69 14.88 61.62 30.14 

Sugar 60 11.93 56.69 27.59 
Oilseeds, fats, 
and oils 38 13.29 52.83 47.72 

Wheat 24 5.94 38.67 62.69 
Coarse grains 24 8.79 25.21 51.65 
Rice 21 12.66 64.78 85.08 
Meat 17 11.18 6.30 48.84 

Source: Calculated from data available in Food and Agriculture Organization of the United Nations, IIAgricultural Trade 
Matrices for Selected Commodities," Rome, 1987 (computer printout). 
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Table 7-Value of exports, intratrade shares, and trade growth rates for individual 
connnodities 

Weight of 
Individual 

Commodities 
Value of in Total Growth Rates, 

Developing- Intratrade Intratrade Share in 1970-72 to 1982-84 
Country of 25 Develol1ing-Countrx Developing-
Exports, Commodities, Imports, Exports, Country 

Commodity 1982-84 1982-84 1982-84 1982-84 Intratrade Imports 

(US$billion) (percent) (percent) (percent) 

Coffee 93.214 4.36 95.67 6.49 14.54 14.60 
Sugar 60.023 11.93 56.69 27.59 12.28 13.60 
Rubber 39.264 9.09 97.43 32.12 9.97 9.80 
Oilseeds, 
fats, 
and oils 38.640 13.29 52.83 47.72 22.70 17.69 

Cocoa 28.709 1.29 86.29 6.24 17.32 16.00 
Cotton 26.977 5.06 36.05 26.14 4.64 9.43 
Rice 20.649 12.66 64.78 85.08 13.95 11.38 
Tobacco 19.744 2.41 45.53 16.95 18.46 15.16 
Bananas 16.963 1.09 99.04 8.88 14.74 14.12 
Wheat 16.886 5.94 6.30 48.84 18.04 17.62 
Tea 14.966 4.98 90.10 46.17 12.65 12.91 
Bovine meat 14.869 5.05 37.23 47.09 13.60 18.12 
Maize 14.251 5.73 29.91 55.76 21.00 23.90 
Roots and 
tubers 8.074 0.28 94.74 4.73 17.48 17.65 

Citrus 
fruits 6.696 1.58 61.84 32.69 21.93 20.94 

Ovine meat 6.446 4.40 45.93 94.80 21.55 23.94 
Cereals, 
n.e.s. 6.063 0.80 19.46 18.27 16.65 22.97 

Pulses 5.865 2.55 59.57 60.33 15.02 15.79 
Processed 
vegetables 5.117 1.08 33.08 29.29 18.38 16.56 

Poultry 3.442 1.74 30.01 69.96 33.10 24.18 
Barley 3.309 2.27 19.51 95.10 33.73 31.86 
Tomatoes 3.128 0.46 38.95 20.52 20.71 19.77 
Apples 2.425 0.84 44.40 48.23 9.49 12.42 
Jute 2.269 0.71 97.89 43.54 7.85 -0.08 
Potatoes 1.323 0.41 26.56 42.62 12.90 11.04 

Source: Calculated from data available in FAD (Food and Agriculture Drganizationofthe United Nations), "Agricultural 
Trade Matrices for Selected Commodities," Rome, 1987 (computer printout). 

Note: n.e,s. is not elsewhere specified. 
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in which there is a large share of intratrade; for 
example, tropical beverages and tobacco 
constitute the largest single group among the 
agricultural exports of developing countries, 
whereas intratrade constitutes only 11.6 percent 
of the total value of their exports. At the same 
time, the total value of exports of agricultural 
raw materials is less than half that of tropical 
beverages and tobacco, but the share of 
intratrade in their total exports is 30 percent. 

The individual export commodities with 
the highest value are coffee; sugar; rubber; 
oilseeds, fats, and oils; and cocoa in that order. 
Three of these commodities-rubber, sugar, 
and oilseeds, fats, and oils-rank among the 
five most important commodities traded 
between developing countries. Coffee and 
cocoa rank 11 th and 7th in order of importance 
in intratrade, constituting 4.4 percent and 1.3 
percent of the total value of intratrade in the 
top 25 agricultural commodities. Rice ranks 7th 
and wheat 10th in total value of agricultural 
exports, whereas these two cereals rank 
higher-2nd and 5th-in their relative impor
tance in intratrade (Table 7). 

THE RELATIVE IMPORTANCE OF 
INTRATRADE FOR INDIVIDUAL 
COMMODITIES 

The great variation in the relative 
importance of individual commodities in 
developing-country markets has important 
implications for their future trade growth. As 
seen in Table 7, the share of intratrade in total 
exports ranges from about 5 percent for roots 
and tubers to 95 percent for barley. The 
median value of the share of intratrade in the 
total exports of this set of 25 important 
agricultural commodities during 1982-84 is 43 
percent. Among those with a share less than 
the median value are some traditional exports 
of developing countries, such as tobacco, 
sugar, tropical beverages (coffee and cocoa), 
and bananas, as well as agricultural raw 
materials such as rubber and cotton. 

The share of intratrade in total exports is 
low for cocoa, at 6.2 percent, for coffee at 6.5 
percent, and for bananas at 8.9 percent. The 
markets in developed economies remain over
whelmingly important for these exports. At the 
same time, 86-99 percent of total developing
country imports of these commodities originate 
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in other developing countries. Because the 
developed countries do not produce these 
commodities, they offer no competition in the 
markets of developing countries. Future growth 
in exports of coffee, cocoa, and bananas to 
developing countries therefore depends on 
expanding aggregate demand in the developing 
countries; there is no scope for replacing 
imports of developing countries with these 
commodities from other sources. 

A similar situation exists for rubber. Even 
though the share of intratrade in total exports is 
higher, at 32 percent, than is the case for 
coffee, cocoa, or bananas, the proportion of 
total imports of developing countries derived 
from intratrade is 97 percent. This implies that 
the future expansion of exports to developing 
countries will likewise depend on the growth of 
their aggregate import demand for rubber. 

In sugar, cotton, and tobacco, intratrade 
faces competition from the exports of 
developed countries, which are often heavily 
subsidized (especially sugar). The future 
expansion of exports to developing countries 
will be governed by a variety of factors 
affecting the pattern of trade in a particular 
commodity, such as institutional factors and the 
export or import policies of developing and 
developed countries. 

No less important are the supply 
constraints in developing countries. It has often 
been suggested that developing countries do not 
possess the capacity or flexibility to respond 
quickly and competitively to increases in 
domestic or export demand. For example, apart 
from the price and quality differentials that 
influence the competitive position of cotton 
exports from developing countries vis-a-vis 
those of developed countries, many developing 
countries have increased their use of raw cotton 
in domestic manufacturing industries, thereby 
reducing their exportable surplus. The share of 
intratrade in cotton imports of developing 
countries is about 36 percent, whereas its share 
in exports is about 26 percent. 

In jute, on the other hand, the share of 
intratrade in exports is just above the median 
value, at 44 percent, but its share in imports is 
98 percent. Over the years, the share of intra
trade in jute exports of developing countries 
has been rising. Further expansion of intratrade 
in jute is critically dependent on the growth of 
import demand in the developing countries. 
Competition from synthetic substitutes and bulk 



handling of commodities in packaging and 
shipment reduce the global demand for jute as 
a packaging material. In this case, the future of 
both world trade and intratrade depends on the 
development of new uses for jute, particularly 
in its various processed and manufactured 
forms. 

Among the commodities with a share of 
intratrade in exports that is higher than the 
median value are barley, ovine meat (such as 
goat meat, mutton, or lamb), and rice; the 
markets in developing countries are of 
particular importance for their exports. For 
these commodities, the share of intratrade in 
exports in developing countries reaches 85-95 
percent, whereas its share in imports ranges 
from 20 percent for barley to 65 percent for 
rice. In these cases, a further expansion of 
intratrade with a view to gaining market share 
in the imports of developing countries requires, 
on the one hand, an expansion of domestic 
production, and on the other, successful 
competition with developed-country suppliers 
in the markets of developing countries. 

The relative importance of supply 
constraints, trade policies, and institutional 
factors in determining the share of intratrade 
varies among commodities. For commodities 
that are largely imported from developing 
countries (tea, for example), an increase in 
intratrade depends on incomes in developing 
countries; if there is no increase in production 
in developing countries, rising demand in 
developing countries can be met only by a 
diversion of tea exports from the markets of 
developed countries. 

On the other hand, exporters of rice in 
developing countries do face competition from 
developed countries, mainly the United States, 
sales of which are often subsidized directly or 
indirectly in the markets of developing 
countries. For the superior varieties of rice 
produced in India and Pakistan, there are 
specialized markets in the Near East and 
Africa; export expansion depends on growth in 
aggregate demand for finer varieties. This is 
likely to be related to the prospects for growth 
in per capita income in those countries. 
Therefore, for some varieties of rice, future 
expansion is primarily a matter of competition 
with exports from developed countries; for 
other varieties, it is a question of growth in 

aggregate demand in developing countries. 
For nontraditional exports, such as apples, 

citrus fruits, tomatoes, and processed 
vegetables, the share of intratrade in exports 
varies from 21 percent for tomatoes to 48 
percent for apples, and the share of intratrade 
in imports varies from 33 percent for processed 
vegetables to 62 percent for citrus fruits. 
Neither the intratrade share in imports or 
exports is very high, creating possibilities for 
expansion. In all cases these commodities face 
competition from developed-country exports. In 
the trade of such seasonal commodities as 
citrus fruits and tomatoes, however, the market 
is somewhat segmented, allowing the 
developing countries a competitive advantage at 
certain times of the year. 

For the rate of growth in intratrade over 
time, trends for different commodities diverge 
(Table 7). Hypothetically, when the markets in 
developing countries expand rapidly, as 
evidenced by the high rate of growth of their 
imports, the developing countries are able to 
take advantage of the expanding market 
opportunities and to increase their shares of 
intratrade either in imports or iQ exports, thus 
diverting a larger share of their exports to 
developing countries. For example, the share 
of intratrade in exports may thus be related to 
the rate of growth in total imports of 
developing countries. Do the commodities that 
enjoy a high rate of growth in total imports of 
developing countries also enjoy an increasing 
share of intratrade in exports? 

For individual commodities, there seems 
to be a correlation. The commodities with a 
higher than average rate of growth in total 
imports also generally enjoy a higher than 
average rate of growth in intratrade. Of the 12 
commodities with growth rates of imports 
greater than the median value (16 percent), 10 
have intratrade growth rates of approximately 
17 percent or higher (Table 7). The rate of 
growth of imports in developing countries 
provides the basis for determining whether 
expanding market opportunities for intratrade 
exist; whether such opportunities can be 
exploited depends on supply conditions and 
comparative costs in the exporting developing 
countries and on the policies pursued by the 
competing developed-country exporters for 
increasing their share of world trade. 
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Roles of Institutions and Policies 
in Intratrade 

There are a number of obstacles to 
intratrade that help keep its volume below the 
potential warranted by demand, on the one 
hand, and production possibilities or relative 
costs, on the other. Important among these 
barriers are (1) developing countries' lack of 
market intelligence and trade information 
concerning each other's export prospects and 
import possibilities for individual commodities; 
(2) lack of availability of export financing or 
credit from potential exporters to importers in 
developing countries; (3) lack of transport, 
communication, and insurance facilities; and 
(4) tariffs and nontariff barriers erected by 
developing countries against each other's 
exports. In addition, there are preferential 
arrangements entered into by developed coun
tries with selected developing countries, such 
as the Lom~ Convention between the European 
Community and the. African, Caribbean, and 
Pacific (ACP) countries, the Caribbean Basin 
Initiative of the United States, or bilateral 
preferential trading arrangements between indi
vidual developing and developed countries-all 
of which divert developing-country trade away 
from each other and toward the developed 
countries. 

Many developing countries have inheri
ted, often from colonial days, long-established 
trade and transportation links with developed 
countries. Similar links with other developing 

countries, even in the same geographical 
region, are frequently lacking! The volume of 
trade with developed countries has been much 
larger than that with other developing coun
tries. Given the low volume of intratrade, 
return on investment in infrastructure facilities 
is low. The minimum amount of infrastructure 
required is frequently more than can be profit
ably used immediately. The lack of transporta
tion and communication facilities linking devel
oping countries and the small volume of intra
trade that currently occurs create a vicious 
circle, each adversely affecting the other. The 
question may, therefore, be raised of whether 
the public sector should invest in infrastructure 
even though it may be underused for awhile, or 
whether it should directly promote intratrade so 
that infrastructure is fully used. Joint action by 
the developing-country governments to build up 
such facilities would stimulate trade by reduc
ing the costs of transportation and communi
cation, providing a high payoff in the medium 
and long runs. At the same time, to justify the 
costs of such infrastructural investment, actions 
to increase the flow of goods, on the one hand, 
and to require the users to pay the costs, on the 
other, may be necessary (Agarwal 1989).5 

The problem of trade finances has two 
aspects. First is the difficulty of access to 
routine short-term commercial credit, which 
exporters in developed countries, especially in 

4 A Nigerian businessman spent three months trying to find a ship to transport aluminum circles from Douala in 
Cameroon to Lagos in Nigeria, cities separated by a one-hour flight (World Bank 1989, 57). 

, A freight rate disadvantage for South-South shipping was found for a few items. To the extent that the 
disadvantage was due to the small volume of trade, and the volume of trade was small because the freight rate was high, 
this "chicken or egg tt relationship could be broken by stimulating additional trade by lowering tariffs on intratrade. It is 
better to expect that shipping facilities will be established once intratrade flourishes than to hope that these facilities will 
be created in advance on the basis of the potential expansion of intratrade (Langhammer 1983b). 
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agricultural commodities, can extend to im
porters in developing countries. Developing
country exporters are unable to provide such 
financing in view of the rudimentary state of 
their financial and banking institutions. There 
is scope for cooperation among developing 
countries in this respect, through establishment 
of a joint bank from which developing coun
tries can borrow cooperatively and at the same 
time secure access to the international market 
for financing short-term export credit (Arda 
1985b). 

The second aspect concerns the facilities 
for export credit and various forms of related 
guarantee schemes provided by governmental 
or semigovernmental institutions in exporting 
developed countries. In addition, developed 
countries undertake export sales under "tied 
aid" -aid linked to the purchase of specific 
commodities from an aidcgiving country, such 
as food aid under the P. L. 480 programs of the 
United States. For the importing developing 
countries, aid-financed exports are a great 
attraction. To some extent, barter trade or 
countertrade arrangements between developing 
countries help to offset the inhibiting efforts of 
the export credit provided by the exporting 
developed countries. 6 There has been an 
increase in countertrade in recent years. 

In some instances, transnational corpora
tions are involved in both the production and 
the marketing of export commodities. They 
have easier access not only to international 
transport and communications facilities, but 
also to trade finance. The established connec
tions of the international trading companies 
often cause intratrade to be conducted between 
two developing countries via an intermediary in 
a developed country. For example, tea impor
ted from a developing country by the United 
Kingdom is then re-exported by a UK trading 
company to another developing country. 

Inadequate information regarding export 
availability and import requirements in indivi
dual developing countries is a constraint to 

intratrade. The developing countries do not 
possess adequate information on markets, 
supplies, and prices of individual commodities. 
There is often "unofficial" trade between 
neighboring developing countries, so that 
traders engaged in border trade have access to 
a certain amount of information regarding 
trading possibilities that is not widely and 
readily available. To a limited extent, the 
International Trade Centre, sponsored under 
the General Agreement on Tariffs and Trade 
(GATT), and the United Nations Conference 
on Trade and Development (UNCTAD) pro
vide trade and market intelligence through 
occasional market studies of individual com
modity exports. The shortage of information 
arises mainly because the cost of gathering 
information and of creating and updating a data 
base is high, and recovery of the cost is 
complicated by a "free rider" problem. Since 
this indicates a need for regional or inter
national government action to provide this 
service, it may indeed be an area for collab
orative action among developing countries.' 

The reliability and regularity of supplies 
is an essential component in a strategy of trade 
promotion, be it overall trade or intratrade. 
This is particularly important in the case of 
food and agricultural commodities, which are 
sometimes subject to considerable annual and 
seasonal fluctuations in production. Developed
country exporters who compete in the world 
market with suppliers from developing coun
tries have the resources to ensure reliable and 
regular export supplies. This puts the 
developing-country exporters at a competitive 
disadvantage. The assurance of stable export 
supplies requires that the exporters be able to 
hold stocks for use during lean seasons and 
from one year to the next in order to smooth 
out fluctuations in production. This imposes a 
financial burden on the developing countries, 
which many of them are unable to meet. Many 
developing countries, particularly if they are 
net importers, already strain their financial 

6 Countertrade "includes all exchanges of goods between nations where the exchange does not consist of a 
straightforward exchange of goods for internationally convertible money, but consists of a straightforward exchange of 
goods for goods, or goods for a combination of goods and money, or goods for money placed in an escrow account or 
some other unorthodox method of exchange" (Stewart 1985). Barter trade, a subset of countertrade, only refers to the 
exchange of specified quantities of goods between two trading countries, without involving foreign exchange transactions. 

7 It has been stated that because of the small volume of trade, it costs almost four times as much to promote sales 
in Sub-Saharan Africa as in developed markets (World Bank 1989). 
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resources in seeking to maintain some stability 
in the domestic price of foodgrains through 
publicly held stocks. To bear the additional 
burden of holding stocks for export markets to 
ensure stable export supplies is frequently 
beyond their means. The availability of 
external assistance for this purpose would no 
doubt facilitate the financing and acquisition of 
stocks to ensure regular export supplies. 

Frequently, developing countries try to 
attain the objective of stabilizing domestic 
agricultural prices not only through stock
holding operations, but also by placing restric
tions on trade in order to insulate domestic 
prices from the effects of fluctuations in world 
prices. These trade restrictions act as a 
constraint on the development of external trade, 
including the promotion of intratrade. In cases 
where state trading and marketing agencies 
play a dominant role in the foreign trade of a 
country, agreements between such national 
agencies are necessary for the promotion of all 
external trade, including intratrade. 

Trade between developing countries is 
also inhibited by the absence of uniform 
standards and specifications relating to 
agricultural commodities. Specifications for the 
products exported from developed countries are 
easier to verify. Importing developing countries 
are more familiar with such standards because 
of the established trade connections. The 
specifications for developing-country exports, 
in the absence of well-recognized, uniform 
standards, are difficult to verify. This puts the 
exporting developing countries that process 
agricultural products, particularly food com
modities, at a competitive disadvantage. 8 

The expansion of intratrade in many 
agricultural commodities has been based partly 
on natural complementarities in resource 
endowments between developing countries and 
partly on their ability to compete in quality and 
price with exports from developed countries. 
For example, adequate and efficient processing 
facilities are needed to increase exports of 

refined sugar, packeted and bagged tea, or 
such hard-fiber manufactures as rope and 
twine. These factors are important for the 
expansion of overall trade, including intratrade. 
A recent study of regional trade in the 
Caribbean, however, found that there was a 
strong relationship between the level of overall 
trade and the share of regional trade (World 
Bank 1989). This is because, in a more open 
economy, domestic activities are oriented 
toward traded goods, and the marginal costs of 
finding new markets in developing countries 
that have relatively open trade are low. 

The misalignment of exchange rates also 
has adverse effects on trade between 
developing countries. This is one reason why 
unofficial trade is carried out between 
neighboring countries, whereas official trade is 
either absent or very small. For example, if 
two countries' official rates are set at parity 
with U. S. dollars, but the rate in the parallel 
market of country A is two units to one U.S. 
dollar, whereas in country B, it is four units io 
one U.S. dollar, official trade is unlikely to 
take place. 

An inward-looking import substitution 
strategy under high protective barriers has a 
restrictive effect on intratrade in agricultural 
commodities. On the one hand, it leads to an 
inefficient allocation of resources, which limits 
growth in income and effective demand, 
including demand for each other's products. 
On the other hand, such a policy is frequently 
biased toward industrialization and discrimi
nates against agriculture, effectively taxing 
agriculture and discouraging its growth. Hence, 
it constrains the supply of agricultural com
modities, including exportable surplus. 

An important limitation to the expansion 
of intratrade is the foreign exchange constraint 
faced by many developing countries. The 
importing countries are unable to pay for im
ports from developing countries in multilater
ally convertible currencies. The alleviation of 
this constraint through domestic and external 

8 The role of quality control in promoting intratrade in food products, including processed food products, is very 
important. For example, the quality requirements for most of the maize bought by developing countries are governed by 
the specific needs of livestock feed manufacturers, who need to be assured that the grain they procure is of a known 
variety, uniform quality, and conforms to specific standards concerning the maximum permissible content of moisture, 
broken or damaged kernels, foreign matter, and so forth. Their requirements are met by the developed-country exporters, 
but by very few developing countries except Argentina and Thailand. Similarly, tests for acceptable levels of aflatoxin 
content in maize exports of developing countries are often unreliable, hence these countries are unable to compete with 
developed-country exporters. 
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policy reforms would enlarge the flow of trade, 
including that between developing countries. In 
the absence of an efficiently functioning multi
lateral trade and exchange system, donors use 
food and other commodity aid as export pro
motion devices by tying aid to their exports. 
This adversely affects intratrade. Those devel
oping countries that are food-aid recipients are 
unable to pay for food imports from exporting 
developing countries with financial assistance 
obtained from the donor countries. In a few 
instances in recent years, donors have agreed 
to buy food from a developing country bur
dened with an occasional surplus in order to 
provide aid to a recipient country, especially 
when the former faces a serious difficulty in 
disposing of it in the world market or when 
there is a savings on the cost of transport. 

A policy to untie aid would enable reci
pient countries to finance the purchase of com
modities from other developing countries and 
thus would help expand intratrade. Such a 
policy would have a net trade-creating effect 
because the additional purchasing power ob
tained by the aid-receiving countries would be 
used to procure imports from other developing 
countries. This would provide an impetus in 
the developing countries for increased export 
production to meet the additional import de
mand of aid-recipient countries. 

Tariffs and nontariffbarriers (NTBs) have 
been a major obstacle to trade between devel
oping countries and have resulted in a signifi
cant distortion in trade patterns. In general, 
food products have the second highest level of 
tariffs and paratariffs, only slightly less than 
manufactured goods, and the highest frequency 
of NTBs. Tariffs and paratariffs on agricultural 
raw materials, while still high, are considerably 
less than those on food (Table 8). Furthermore, 
there are significant differences in tariff levels 
by region: the highest levels are those imposed 
by Latin America and Africa, whereas West 
Asia has considerably lower tariffs than other 
developing countries (Table 9). 

What is striking, however, is the difference 

between high- and low-income developing coun
tries in terms of the severity of trade restric
tions (Table 10). The lower the per capita 
income, the higher the degree of trade restric
tion. For example, countries with per capita 
GDPs of less than US$500 have average tariff 
levels on food of 70 percent and a frequency of 
NTBs of 78 percent, while countries with per 
capita GDP levels greater than US$1,501 have 
tariff levels between 2 and 35 percent and 
frequency levels of NTBs between 14 and 43 
percent. With such pronounced differences, it 
is inevitable that there would be a bias against 
intratrade between developing countries. 

Although there is no evidence that devel
oping countries apply quantitative restrictions 
of trade in a discriminatory manner against 
each other, there is some evidence that the use 
of cost-insurance-freight (c.Lf.) as a basis for 
tariff assessment tends to place a disproportion
ate burden on developing countries that have 
relatively higher freight and insurance costs. 
This method of valuation exacerbates the com
petitive position of developing countries vis-lI
vis developed-country exporters (Erzan and 
Yeats 1990). 

Tariff escalation-the higher the degree of 
processing, the higher the tariff-also seems to be 
a major problem in developing countries. For 
example, in 1985, the average tariff on dried, 
salted, and smoked meats was 48.8 percent, 
while the tariff on fresh meat was 25.2 percent 
and the tariff on live animals was 14.7 percent. 
The same pattern was true for tropical beverages, 
where the tariff on processed cocoa was 59.6 
percent against 28.1 percent from cocoa beans, 
and the tariff on coffee extracts was 56.8 percent, 
compared with 42.5 percent for raw coffee (FAO 
1983, 32). This makes it difficult for developing 
countries to sell their higher value processed 
goods in other developing countries. In many 
cases, products face higher tariffs in developing 
than in developed countries. For example, the 
average tariff for raw sugar was 26 percent in 
developing countries whereas it was only 13 
percent in developed countries (FAO 1983,97).9 

9 The trade in food commodities is also subject to sanitary and phytosanitary regulations. For example, Cuba, 
Mexico, the Republic of Korea, and Saudi Arabia have imposed stringent regulations on the import of live animals from 
disease-prone areas in Africa. Saudi Arabia has also imposed restrictions on trade in live animals by placing restrictions 
on the mode of transport for live animal products, seriously limiting the ability of developing countries in the traditional 
supply area of East Africa to supply these animals. This has resulted in a sharp fall in the quantity of trade in live animals 
between these regions. 
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Table 8-Average sectoral tariffs and paratariffs and frequency of nontariff barriers for 
developing countries, 1985 

Sector 

Food 
Agricultural raw materials 
Mineral fuels 
Ores and metals 
Manufactured goods 

Rate of Tariffs 
and Paratariffs 

30 
21 
16 
19 
32 

(percent) 

Frequency of 
Nontariff Barriers 

48 
37 
42 
38 
39 

Source: R. Erzan et aI., The Profile of Protection in Developing Countries, Discussion Paper 21 (Geneva: United Nations 
Conference on Trade and Development, n.d.). 

Note: Tariffs and paratariffs are aggregated together and expressed as a percentage of the value of the imported good, 
while nantariff barriers (NTBs) are measured in terms of the frequency with which they occur in each 
commodity group. Paratariffs are assumed to include, among other things, customs surcharges and surtaxes and 
stamp taxes on foreign exchange, while NTBs are assumed to include quotas, prohibitions, variable levels, 
embargoes, voluntary export restraints, and exchange controls. Frequency of NTBs is calculated by counting the 
number of commodities that have one or more NTBs in place, that is, a tlnonstacked" total of NTBs. 

Table 9-A verage tariffs and paratariffs for developing countries, selected regions 

Region 

Caribbean 
Central America 
South America 
North Africa 
Other Africa 
West Asia 
Other Asia 
All regions 

Food 

19 
64 
50 
38 
41 

4 
28 
30 

Tariffs and Paratariffs' 
Agricultural Raw Materials 

(percent) 
4 

49 
41 
19 
30 
4 

18 
21 

Source: R. Erzan et al., The Profile of Protection in Developing Countries, Discussion Paper 21 (Geneva: United Nations 
Conference on Trade and Development, n.d.). 

II. Paratariffs include customs surcharges and surtaxes, stamp taxes, any additional fiscal charges, and taxes on foreign 
exchange transactions. 
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Table lO-Average tariffs and paratariffs and frequency of nontariff barriers on 
agricultural products of developing conntries, selected income groups 

Per Canita Gross Domestic Product 

Item 

Tariffs and 
paratariffs' 

Food 
Agricultural 
raw materials 

Frequency of 
nontariff barriers 

Food 
Agricultural 
raw materials 

Less than 
US$5OO 

70 

49 

78 

65 

US$500 
-1,000 

42 

28 

83 

78 

US$I,ool 
-1,500 

(percent) 

54 

43 

93 

81 

US$I,501 
-5,000 

35 

24 

43 

34 

More than 
US$5,000 

2 

2 

14 

1 

Source: R. Erzan et al., The Profile of Protection in Developing Countries, Discussion Paper 21 (Geneva: United Nations 
Conference on Trade and Development, n.d.). 

Note: Frequency of nontariff barriers is calculated by counting the number of commodities that have one or more 
nontariff barriers in place. 

II Paratariffs include customs surcharges and surtaxes, stamp taxes, any additional fiscal charges, and taxes on foreign 
exchange transactions. 

There have been attempts from time to 
time to liberalize trade between developing 
countries at the regional level-between Asia, 
Africa, and Latin America. The achievements 
to date have not been significant. The growth 
in intratrade between the countries entering into 
various cooperative arrangements has not been 
higher than that between countries not included 
in such cooperative arrangements. This is 
partly because effective trade liberalization 
measures have not been effectively pursued in 
these arrangements (FAD 1987a, 173-206). 

The basic argument in favor of liberal
izing trade between developing countries on a 
preferential basis is that it would encourage 
competition and division of labor and enable 
the realization of economies of scale. No doubt 
these benefits could also be realized on the 
basis of world-wide trade liberalization rather 

than through a preferential liberalization be
tween developing countries. But intradevelop
ing-country liberalization can be considered 
part of a process, as a step in a progression 
toward global liberalization. Exposure to the 
full blast of world-wide competition would 
require a more drastic readjustment in the 
internal economic structure than is likely to 
occur in the context of intradeveloping-country 
liberalization. This is true particularly for 
processed agricultural commodities, including 
manufactured goods. It is unlikely, however, 
that preferential trading arrangements will be 
made only for raw materials to the exclusion of 
processed and industrial products. Moreover, 
gains from intradeveloping-country trade 
liberalization are likely to be substantial if there 
is comprehensive coverage of commodities, 
both primary and manufactured. 
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5 

Expansion of South-South Agricultural Trade: 
Future Prospects and Likely Effects of Trade 
Liberalization 

What are the future prospects for agricul
tural trade between developing countries? 
What dynamic commodities in the world 
market have strong prospects for growth in 
intratrade? Will imports in the developing 
countries grow fast enough to offset the 
slowdown of growth in demand for traditional 
agricultural commodities in the developed 
market economies? With developing-country 
markets expanding faster than developed
country markets, will developing-country ex
porters be able to capitalize on this fast
growing market? This chapter tries to project 
intratrade under alternative assumptions, such 
as high and moderate rates of growth in income 
in developing countries. Furthermore, it 
analyzes the effects on intratrade of trade 
liberalization by developing countries. 

PROJECTIONS OF INTRATRADE 

Moderate-Growth Scenario 

The projections are made under various 
assumptions relating to changes in incomes and 
the export supply capacity of both developing 
and developed economies between 1982-84 and 
2001. 10 They do not explicitly deal with 
domestic consumption or production, but only 
with exports and imports, thus implicitly 
separating domestic markets from foreign 
markets. The construction of a complete model 
that incorporates aggregate domestic production 

and consumption for the traded commodities is 
beyond the scope of this exercise. The charac
teristics of the trade model used in this study, 
along with its limitations, are presented in 
Appendix 2. 

Under a moderate-growth scenario (called 
model 1), the value of intratrade for eight 
groups of commodities is projected to increase 
between 1982-84 and 2001 by 70 percent, that 
is, to rise to US$31.3 billion by the year 2001 
from US$18.4 billion in 1982-84. The biggest 
absolute increases are expected to be in meat 
(US$2.42 billion), fruits and vegetables 
(US$2.39 billion), and oilseeds, fats, and oils 
(US$2.28 billion) (Table 11). Oilseeds, fats, 
and oils and fruits and vegetables are expected 
to remain at the top of the list. The share of 
fruits and vegetables is expected to rise from 
16 to 17 percent by 2001, while that for 
oilseeds, fats, and oils will remain unchanged. 

Traditional agricultural exports are also 
projected to enjoy buoyant growth in the 
future. Among the traditional exports, intra
trade in sugar will grow at a higher rate than 
other commodities-at 79 percent, compared 
with 68 percent for raw materials and 56 
percent for tropical beverages and tobacco. 
Tropical beverages and tobacco, now the third 
most important commodity group in intratrade, 
will concede its place to meat, which will have 
a much higher growth rate. The share of 
cereals in intratrade is expected to decrease 
from 19 to 16 percent. 

A deterioration in export prices is projected 

10 A distinction is made between export capacity and realized (future) exports: the latter is a function of supply and 
demand developments in the future, responding to price and income changes (see Appendix 2). 
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Table ll-Projected trade between developing countries, moderate-growth scenario 

Value of Intratrade Share in Intratrade Percent 
Commodity Group 1982-84 2001(1)' 1982-84 2001(1), Increase 

(US$million) (percent) 

Wheat and rice 2,385 3,509 13 11 47 
Coarse grains 1,164 1,575 6 5 35 
Oilseeds, fats, and oils 3,157 5,434 17 17 72 
Sugar 2,167 3,899 12 12 79 
Raw materials 1,827 3,069 10 10 68 
Tropical beverages 

and tobacco 2,422 3,798 13 12 56 
Meat 2,339 4,757 13 15 103 
Fruits and vegetables 2,905 5,296 16 17 82 

Total 18,366 31,337 

82001(1) indicates a projection for the year 2001 using a moderate-growth rate in developing countries of 4.9 percent. 

for several commodity groups, including 
cereals; oilseeds, fats, and oils; and tropical 
beverages and tobacco. Increases in export 
prices are expected for sugar, meat, fruits and 
vegetables, and raw materials (see Appendix 2, 
Table 18).11 

The share of intratrade in the exports of 
developing countries will increase for all 
groups of commodities (Table 12). In 1982-84, 
the shares were in wheat and rice; meat; coarse 
grains; and oilseeds, fats, and oils in that 
order. By 2001, increases in intratrade are 
projected to be significant. 

The intratrade share of exports was 
relatively low for tropical beverages and 
tobacco (12 percent), sugar (28 percent), and 
raw materials (30 percent) in 1982-84. These 
traditional commodities are mainly exported to 
developed countries. Since consumption and 
imports of these commodities are already near 
saturation in developed market economies, the 
prospects for further expansion in these 
markets are limited. However, demand for 
tropical commodities in developing-country 
markets has grown rapidly with good prospects 

for further expansion in the future. Despite 
these changes, given the assumptions of income 
growth of 3.3 percent for developed countries 
and 4.9 percent for developing countries, a 
slowdown in the growth of traditional exports 
to developed-country markets is not likely to be 
offset by the incremental import demand in 
developing countries. This is because the 
developed countries will retain a very large 
share of the world import market in the future. 
Therefore, the slow growth in consumption and 
imports in the developed market economies is 
expected to dominate the overall growth pros
pects for exports from developing countries. 

Except for raw materials, which recorded 
a negative growth rate during the period 1961-
63 to 1982-84, past trend rates will not be 
maintained in the future. The annual rates of 
growth of exports are projected to decline from 
more than 2.4 percent to 1.4 percent a year for 
sugar and from 1. 8 percent to 1. 3 percent a 
year for tropical beverages and tobacco (see 
Appendix 3, Table 22).12 However, among 
traditional export commodities, the share of 
developing-country markets in the exports of 

II Price projections made by the World Bank (1986) show similar export prices for most of the commodities. 

12 In Appendix 3, the growth rates for imports and exports projected in this study are compared with those projected 
byFAO. 
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developing countries is projected to rise signifi
cantly from 28 to 38 percent for sugar, from 
12 to 16 percent for tropical beverages and 
tobacco, and from 30 to 40 percent for 
agricultural raw materials (Table 12). 

Developing countries are expected to 
retain their market share in cereals. The low 
current prices of cereals are likely to moderate 
the increase in the production and exports of 
cereals in both developed and developing 
exporting countries. If the GATT negotiations 
currently under way should reduce subsidies to 
developed-country exports, the major develop
ing-country exporters may find their role in 
meeting the import requirements of the cereal
deficit developing countries expanding. 

The share of intratrade in the total imports 
of developing countries for four commodity 
groups-sugar, oilseeds, fats, and oils, agricul
tural raw materials, and fruits and vegetables
is projected to stay more or less within the 
current range, whereas intratrade's share in the 
imports of tropical beverages and meat is 
expected to decline. Although the developing 
countries have a competitive advantage in many 
of these products, they have often failed in the 
past to maintain their share in the import 
markets of developing countries. The demand 

for oilseeds, fats, and oils in developing 
countries is expected to grow faster than other 
commodity groups. Whether the developing 
countries maintain their market share will 
depend on the export performances of Brazil, 
Malaysia, and Indonesia; Indonesia is expected 
to increase its already large share in world 
production and exports of palm oil. Similarly, 
the developing countries are expected to 
maintain their shares of imports of fruits and 
vegetables, relatively labor-intensive products 
in which developing countries have a 
comparative advantage. However, developing 
countries need to improve and strengthen their 
infrastructure, marketing, and distribution 
systems, as weIl as research and development 
efforts, to realize this potential. 

Alternative Scenario: Accelerated Growth 

Trade between developing countries is 
expected to increase if income growth is accel
erated in the developing countries. If the recov
ery of the world economy is accelerated and 
the rate of growth of the developing countries 
increases from 5 to 7 percent (caIled model 2), 
the overall increase in intratrade is expected 
to be higher. For example, the total value of 

Table 12-Intratrade shares in total exports and imports of each major agricultural 
product, moderate-growth scenario 

Shares in EXllorts Shares in Imllorts 
Commodity Group 1970-72 1982-84 2001(1)" 1970-72 1982-84 2001(1)" 

(percent) 

Wheat and rice 78 69 80 18 16 16 
Coarse grains 17 52 62 35 25 24 
Oilseeds, fats, and oils 15 45 55 25 43 44 
Sugar 18 28 38 65 57 55 
Agricultural raw materials 26 30 40 72 62 60 
Tropical beverages 

and tobacco 7 12 16 75 77 72 
Meat 23 63 80 52 39 33 
Fruits and vegetables 28 31 37 55 52 51 

Source: FAO (Food and Agriculture Organization of the United Nations), "Agricultural Trade Matrices for Selected 
Commodities, If Rome, 1987 (computer printout), 

II 2001(1) indicates a projection for the year 2001 using a moderate-growth rate in developing countries of 4.9 percent. 
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intratrade is projected to reach US$41.0-42.0 
billion instead of US$31.3 billion in 2001, up 
from US$18.4 billion in 1982-84. If, instead of 
an acceleration in income growth, a 50 percent 
higher level of income elasticities is assumed 
(called model 3), a similar result for intratrade 
is projected (Appendix 2, Table 19). 

The intratrade share in exports goes up 
substantially if higher rates of income growth 
or higher levels of income elasticities are 
assumed. The share of intratrade in total 
exports is projected to be 84-85 percent for 
wheat and rice, 88-89 percent for meat, and 64 
percent for oilseeds, fats, and oils. Also, tradi
tional agricultural exports will find a larger 
market in developing countries. The share of 
intratrade in the exports of developing coun
tries increases at about the same rate-44-45 
percent-for three groups of commodities: horti
cultural commodities, sugar, and raw materials. 

On the other hand, except for meat, the 
share of intratrade in the imports of developing 
countries does not respond to higher rates of 
growth in income or to higher income 
elasticities of demand. Developing countries 
are not likely to increase market shares in the 

imports of any commodity group but will retain 
their share in the imports of cereals; sugar; and 
oilseeds, fats, and oils (Table 13). 

The value of intratrade will increase by 
132-135 percent for oilseeds, fats, and oils, 
rising from US$3.2 billion to US$7 .3-7.4 
billion; by 136-140 percent for fruits and 
vegetables, from US$2.9 billion to US$6.9-7.0 
billion; and by 175-180 percent for meat, from 
US$2.3 billion to US$6.5 billion. The relative 
importance of wheat and rice and coarse grains 
will decline, whereas the shares of oilseeds, 
fats, and oils and meat will increase (Appendix 
2, Table 19). 

As in the slow-growth scenario, export 
prices under the high-growth scenario are 
projected to decline for such commodities as 
coarse grains, oilseeds, fats, and oils, and 
tropical beverages and tobacco. They are 
expected to go up for sugar, raw materials, 
meat, and fruits and vegetables. The significant 
difference between the fast- and slow-growth 
scenarios is that wheat and rice prices are 
projected to increase in the fast-growth 
scenario and decline in the slow-growth 
scenario (Appendix 2, Table 18). 

Table 13-Intratrade shares in total exports and imports of each major agricultural product 
for scenarios of increased income growth and increased income elasticity 

Share in EXllorts Share in Imll0rts 
Commodity Group 1982-84 2001(2) 2001(3) 1982-84 2001(2) 2001(3) 

(percent) 

Wheat and rice 69 84 85 16 15 15 
Coarse grains 52 67 68 25 24 24 
Oilseeds, fats, and oils 45 64 64 43 43 43 
Sugar 28 44 45 57 56 56 
Flaw materials 30 45 45 62 60 60 
Tropical beverages 

and tobacco 12 20 20 77 72 72 
Meat 63 88 89 39 29 29 
Fruits and vegetables 31 44 45 52 50 50 

Source: FAO (Food and Agriculture Organization of the United Nations), • Agricultural Trade Matrices for Selected 
Commodities, II Rome, 1987 (computer printout). 

Note: 2001(2) indicates an increase in income growth in developing countries from 4.9 to 7.0 percent; 2001(3) 
indicates an increase in income elasticities of 50 percent. 

27 



EFFECTS OF TRADE LIBERALIZATION 
ONINTRATRADE 

Much has been said about the potential for 
and consequences of trade liberalization on a 
preferential basis among developing countries. 
Efforts have been made in recent years to 
expand trade between developing countries 
through regional cooperative arrangements in 
Asia, Latin America, and Africa. An attempt is 
made below to examine the consequences of 
such a liberalization through the elimination of 
tariff barriers between developing countries. 
The results of a detailed examination of the 
effects of reducing tariffs on six commodity 
groups by 100 percent is presented in 
Appendix 2, Table 20. Because the required 
data are unavailable, cereals (wheat, rice, and 
coarse grains) are not dealt with. These 
estimates include not only expansion of 
intratrade, but also the reduction in imports of 
developing countries from developed countries 
(trade diversion) that would occur under a full 
preferential tariff reduction in developing 
countries. 

A complete elimination of tariffs increases 
intratrade in these commodity groups as a 
whole by US$1.86 billion dollars, which repre-

sents a 13 percent increase over 1982-84 
values. The expansion of intratrade is highest 
in oilseeds, fats, and oils (17.6 percent), 
followed by fruits and vegetables (13.8 
percent), sugar (11. 7 percent), and tropical 
beverages and tobacco (11.7 percent), in that 
order. On the other hand, imports into 
developing countries from developed countries 
decline substantially for all commodity groups. 
For example, imports decline as much as 17 
percent in tropical beverages and tobacco, 11 
percent in sugar, and 9 percent in oilseeds, 
fats, and oils. Therefore, the net percentage 
increase in the total imports of developing 
countries resulting from preferential tariff 
reduction is not very significant, ranging 
between 1.8 percent for meat and 5.3 percent 
for raw materials. Similarly, the increase in 
total exports as a result of trade liberalization 
varies between 5.7 percent for oilseeds, fats, 
and oils and 1.5 percent for tropical beverages 
and tobacco. 

As a result of trade liberalization, the 
shares of intratrade in total exports and imports 
of developing countries increase. The rise in 
the share of intratrade in exports is largest 
(about 10 percent) in the case of oilseeds, fats, 
and oils and fruits and vegetables (Table 14). 

Table 14-Intratrade shares in total exports and imports of each major agricultural product 
after liberalization 

Share in Exports Share in Imports 
Commodity Group 1982-84 After Liberalization 1982-84 After Liberalization 

(percent) 

Oilseeds, fats, and oils 45 51 43 48 
Sugar 28 30 57 61 
Tropical beverages 

and tobacco 12 13 77 82 
Raw materials 30 32 62 65 
Meat 63 65 39 41 
Fruits and vegetables 31 34 52 56 

Source: FAO (Food and Agriculture Organization of the United Nations), "Agricultural Trade Matrices for Selected 
Commodities, II Rome, 1987 (computer printout). 
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The smallest increase in the share of intratrade 
is in tropical beverages and tobacco. The rise 
in the share of intratrade is yenerally greater 
for imports than for exports.! 

The above analysis of effects of trade 
liberalization is subject to well-known limita
tions. The results of trade liberalization depend 
on the assumptions regarding elasticities of 
import demand and export supply. Also critical 
to the results is an assumption regarding the 
elasticity of substitution between imports by 
source or origin. A sensitivity test to assess the 
effects of changes in the elasticity of substi
tution indicate that the variations within 
reasonable upper and lower limits do not 
substantially change the results of the projec
tions. However, the results are very sensitive 
to initial tariff levels. There is some un
certainty regarding the level of tariffs used for 
the broad commodity groupings in the above 

exercise. Furthermore, the results are based on 
the assumption of elimination of tariffs alone; 
if nontariffbarriers, which have a greater trade 
restrictive effect, are eliminated, the results 
will be different. Average trade-weighted tariff 
rates applied in this study are presented in 
Appendix 2, Table 21. 

It should be noted that the results relate to 
the short run; they do not measure the benefits 
of trade liberalization that result from 
economies of scale and increased competition. 
The gains are measured only in increased 
volume of trade and do not include the value of 
increased economic activity in domestic sectors 
that are linked to export industries. Finally, 
different countries gain differently from 
liberalization efforts; in some cases the balance 
of trade may take an adverse turn and in 
others, exports or net balance of trade may 
increase. 

13 Similar results were obtained in an UNCT AD study on preferential trade liberalization among developing 
countries (based on a 100 percent reduction in tariffs) for all commodities, both industrial and agricultural (Laird and 
Yeats 1987). Imports from other developing countries increase by 5.8 percent for meat; by 7.6 percent for fruits and 
vegetables; by 6.2 percent for vegetable oils; by 7.8 percent for coffee, cocoa, and sugar; and by 18.6 percent for cotton 
and rubber. The increase in the share of intratrade in developing~country imports is projected to range from 1.3 percent 
for meat to 6.8 percent for cotton. 
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6 

Summary and Conclusions 

Trade between developing countries 
(intratrade) has been a growing and dynamic 
sector of world trade during the last two 
decades. The share of intratrade in virtually all 
categories of exports of developing countries 
has been increasing. 

Even though manufactured goods are the 
major component of intratrade, the share of 
agricultural commodities in intratrade has been 
expanding rapidly. For example, while agri
cultural exports from developing to developed 
countries grew by 6 percent per year during 
1960-89, intratrade in agricultural commodities 
grew 7.3 percent per year. During this period, 
total agricultural imports of developing 
countries increased rapidly. In response, the 
developing countries increased the share of 
their total agricultural exports going to devel
oping countries from 17 to 26 percent between 
1966-68 and 1987-89. The share of intratrade 
in total agricultural trade continued to grow 
even when there was a slowdown in the growth 
of overall agricultural trade of developing 
countries during the early 1980s. However, 
intratrade's share of total agricultural imports, 
as contrasted with its share in exports, has not 
sustained growth over time, maintaining a 32 
percent share. The relative stagnation is due to 
both domestic supply constraints and the com
petitive strength of developed-country exports. 

Most intratrade is carried out within the 
major regions of the developing world-Asia, 
Africa, and Latin America. In 1987-89 almost 
87 percent of intratrade imports in Latin 
America originated in the region itself. In 
South and Southeast Asia, intraregional trade 
was 85 percent of total intratrade imports 
during the same period. Geographic proximity, 
low transport costs, and greater familiarity with 
and knowledge about each other's production 
and trade possibilities tend to favor trade within 
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regions. However, in recent years the over
whelming dominance of intraregional trade has 
started to diminish, interregional trade in
creased from 27 to 30 percent of total intra
trade between 1966-68 and 1987-89. The 
growing importance of interregional trade is 
due partly to the diversification of demand in 
high-income developing countries and partly to 
a reduction in long-distance transport costs and 
increased communication between far-flung 
regions. Also, supply constraints in economi
cally stagnant regions such as Africa; changes 
in comparative cost advantages across regions 
for raw materials and food products such as 
fats and oils; and a growing concentration of 
cereal exports in one or two countries have 
contributed to the growing importance of 
interregional trade. 

Developing-country markets are expected 
to continue to gain importance in the future, 
due partly to higher rates of income and 
population growth in developing countries and 
partly due to high income elasticity of demand 
for both food and nonfood agricultural 
commodities. 

Whereas, for traditional agricultural 
exports like tropical beverages and agricultural 
raw materials, the rate of growth of demand in 
developed countries is low and slowing, the 
higher rate of growth in developing countries 
partially offsets it. This trend is likely to 
continue in the future and be strengthened if 
income growth, especially in populous low
income developing countries, is accelerated. 
However, the developing countries have also 
suffered from sluggish growth in recent 
decades. 

If the growth rate in developing countries 
accelerates at 5 percent per year, it is estimated 
that intratrade will increase by 71 percent in 
the aggregate by the year 2001; much higher 



growth rates are projected for meat, fruits and 
vegetables, sugar, and oilseeds, fats, and oils 
in that order. By 2001, the share of intratrade 
in agricultural exports is estimated to be 80 
percent for wheat and rice; 62 percent for 
coarse grains; 55 percent for oilseeds, oils, and 
fats; 38 percent for sugar; 40 percent for 
agricultural raw materials; 37 percent for fruits 
and vegetables; and 16 percent for tropical 
beverages and tobacco. The higher the growth 
rate of income in a developing country, the 
higher the share of intratrade in these 
commodities. 

Although the developing countries' share 
of export markets will tend to increase over 
time, developed-country markets are likely to 
remain substantial. Even by 2001, the major 
markets for raw materials, tropical beverages 
and tobacco, sugar, and fruits and vegetables 
will be in developed countries, whereas for 
cereals, meat, and oilseeds, fats, and oils, the 
major markets are likely to be in the develop
ing countries. This has implications for trade 
and commercial policies of developing coun
tries, as well as for the relative importance of 
global versus intradeveloping-country liberali
zation of trade. 

The share of intratrade in the imports of 
developing countries is generally projected to 
remain unchanged or to suffer a slight decline. 
Whether the developing countries will be able 
to take advantage of the growth in each other's 
markets, resulting in a rise in the share of 
intratrade in imports, will depend on their 
export supply potential, on the one hand, and 
their competitive advantage in world markets, 
on the other. Improvements in cost or in price 
competitiveness are essential. Given the in
crease in demand in developing countries, 
allocation of their imports between alternative 
sources will be governed by relative price 
differences between developed and developing 
countries. These projections of intratrade 
assume no specific action or policies either to 
remove obstacles to intratrade or to promote it. 

Intratrade is inhibited by a number of 
institutional and policy measures in developing 
countries, some of which undoubtedly inhibit 
external trade in general. High freight costs, 
limited transportation and communications 
facilities linking developing countries, scarcity 
of trade finance, and inadequate market 
intelligence and trade information are among 
the important barriers to the expansion of 

intratrade. The inadequacy of infrastructure 
related to intratrade, such as transport and 
communication facilities, for example, is partly 
due to the small volume of current intratrade. 
Investment in such facilities is profitable only 
if it is undertaken on a large scale. This in turn 
requires a large volume of intratrade. 

Historically, investment in necessary 
infrastructural facilities has often preceded the 
expansion of trade, requiring action by the 
govermnents of developing countries either 
singly or in cooperation with each other. 
Alternatively, direct measures to stimulate 
intratrade, such as preferential trading arrange
ments, can expand intratrade and in turn make 
investments in infrastructural facilities profit
able and worthwhile. A combination of these 
approaches may be necessary. 

The developing countries frequently have 
high tariff and nontariff barriers on commodi
ties that they trade among themselves, especial
lyon processed agricultural commodities. 
Many developing countries seek to attain self
sufficiency in basic cereals or staple foods, and 
most of them want to promote industrialization, 
starting with the processing of agricultural 
commodities under a regime of import protec
tion. They place relatively low barriers on the 
capital goods and intermediate products that 
they import from developed countries, mostly 
as inputs into the process of industrialization. 
Hence preferential trade liberalization has the 
potential of encouraging efficient trade between 
developing countries. A preferential elimination 
of tariffs on agricultural commodities is 
estimated to increase intratrade by 12-13 
percent over the existing volume of $18 billion 
during 1982-84. The trade-creating effects of 
preferential liberalization tend to outweigh the 
trade-diverting effects, with the result that there 
is likely to be a net increase in trade in 
developing countries. The largest increase in 
intratrade is expected to be in oilseeds, fats, 
and oils; fruits and vegetables; sugar; and 
tropical beverages and tobacco. Since the 
nontariff barriers often constitute a more 
important barrier than tariffs, the elimination or 
reduction of both tariff and nontariff barriers 
on a preferential basis would result in a larger 
increase in trade than is envisaged above. 

Under the auspices of UNCTAD, the 
developing countries have been pursuing efforts 
in recent years to liberalize trade among 
themselves under a system of Global Trade 
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Preferences. However, under this scheme, 
developing countries do not simultaneously 
liberalize trade between all developing coun
tries, nor does an individual country liberalize 
trade with all other countries. In fact, one 
country negotiates with another country or a 
small set of other developing countries to 
liberalize their trade in specific commodities. A 
country offers concessions only to those who 
are willing to provide reciprocal concessions 
and not to the rest of the developing world 
(UNCTAD 1988). Progress under this scheme 
has been very limited so far; moreover, 
restricted liberalization in selected commodities 
is likely to yield small benefits. In fact, 
liberalization is likely to take place mostly in 
commodities in which countries do not compete 
with each other. Therefore, opportunities for 
specialization and division of labor through a 
reallocation of resources within and between 
sectors in each country will be limited. 
Accordingly, the incidence of trade diversion is 
likely to be greater than that of trade creation. 

An across-the-board liberalization on a 
preferential basis has the potential to yield 
higher net economic benefits if such an 
arrangement is a stage in a process toward-not 
a substitute for-liberalization on a global 
basis. The developing countries can open up to 
competitive trade between themselves, based on 
comparative cost considerations, as a prelude to 
and in preparation for opening up trade vis-lI
vis the rest of the world. 

The general economic policy reforms in 
favor of competitive domestic markets and 
prices, on the one hand, and free foreign ex
change markets, on the other, that have charac
terized trade in several developing countries in 
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recent years have tended to correct anti-trade 
bias. This is likely to expand efficient trade 
opportunities in general, including intratrade. 
Recent reforms to correct the traditional bias 
against agriculture have facilitated a greater 
supply response from agriculture in relation to 
expanding domestic and foreign demand. 
However, the emphasis on trade liberalization 
has been more in favor of industrial than 
agricultural commodities. A few middle-income 
developing countries, in which the importance 
of agriculture in the national economy is 
declining, have started to provide positive 
rather than negative protection to agriculture, 
especially to food commodities. The .benefits 
that are likely to follow from a generally liberal 
trade regime will be restricted by this trend. 

The developed countries can assist the 
expansion of intratrade by "untying" or delinking 
food and nonfood aid from their export promo
tion efforts; they can allow external assistance to 
be used for the purchase of imports from the 
cheapest source in the developing world. At the 
same time, there must be concerted efforts 
toward the development of infrastructure pertain
ing to intratrade, either singly or through coop
erative arrangements among developing coun
tries. This will help expand trade opportunities 
between countries within a region by matching 
their seasonal and annual deficits or surpluses, 
thus saving on transport and domestic storage 
costs. Above all, it must be emphasized that the 
policy objective is not to expand the volume of 
intratrade per se but to exploit opportunities of 
efficient utilization of resources through trade 
between developing countries-opportunities that 
currently remain unexploited due to inadequate 
infrastructure or inefficient policies. 



Appendix 1 

Structural Constraints to Developing-Country 
Export Capacity: Intratrade Between OPEC 
Countries 

Developing countries are generally 
assumed to lack the knowledge and infra
structure necessary to respond as flexibly as 
developed countries to changes in world 
demand. Constraints in supply-side export 
capacity might easily be expected to limit the 
potential of intratrade. In the context of these 
expected constraints, it is interesting to 
examine the remarkably rapid increase in 
demand of the Organization of Petroleum 
Exporting Countries (OPEC) during the 1970s 
and the ability of the non-OPEC developing 
countries to respond to that demand. 

The value of both the imports and exports 
of OPEC member countries virtually exploded 
in the 1970s. The enormous oil price increases 
created a tremendous amount of wealth and 
foreign exchange for member countries. The 
flood of export earnings in turn generated a 
ravenous demand for imports. This demand 
established an essentially new and untouched 
market for world exports. 

Developing countries managed not only to 
expand export supplies to match demand 
growth, but actually increased their share of 
total OPEC imports during this expansion. In 
fact, between 1970 and 1985 nonfuel imports 
from non-OPEC developing countries grew 
more quickly than total non fuel OPEC imports 
from the world as a whole (Table 15). The 
impressive performance of developing-country 
exports to OPEC suggests that the developing 
countries did possess the capacity to expand 
export production quickly and competitively. 

In order to better understand the nature of 
the developing countries' export success in 
OPEC markets it is helpful to isolate the 
performance of specific commodity groups and 

regions. It has been suggested, for example, 
that only a handful of the developing countries 
were capable of exploiting the dramatic rise in 
OPEC demand (Donges 1987,42). If only a 
few commodities could be produced without 
significant capacity constraints, or only a very 
few countries had flexible export capabilities, 
the implications of this successful example for 
potential intratrade would be severely limited. 

The annual growth rate of total nonfuel 
OPEC imports from the non-OPEC developing 
countries averaged 21.4 percent between 1970 
and 1985, while OPEC nonfuel imports from 
the world grew an average of 16.4 percent 
(Table 15). When the products are decomposed 
into four major categories-food items, 
agricultural raw materials, ores and metals, and 
manufactured goods-all showed higher rates 
of growth for imports from non-OPEC 
developing countries than for OPEC imports 
from the world. In addition, the growth rates 
for these categories do not differ greatly from 
one another; all grew at roughly 20 percent. 
Thus the expansion of imports from non-OPEC 
developing countries appears to be relatively 
balanced among commodity groups, with no 
major group showing conspicuous supply 
constraints. All imports from non"OPEC 
developing countries expanded more rapidly 
than the OPEC imports from the world, and all 
major groups expanded at roughly equal rates. 
All but food items more than doubled their 
shares. 

The composition of commodity groups 
in . the exports of non-OPEC developing 
countries to OPEC was heavily weighted by 
food items and manufactured goods, with raw 
materials accounting for a notably small share. 
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Table 1S-Non-OPEC developing countries' share of OPEC imports, by commodity group 

Total Agricultural 
Item/ Nonfuel Raw Ores and Manufactured 
Year Goods Food Items Materials Metals Goods 

(percent) 
Non-OPEC developing 
countries' share of 
OPEC imports 

1970 10.06 25.1 14.6 11.9 7.1 
1975 10.27 32.9 22.6 5.6 7.3 
1985 16.97 30.4 32.2 28.9 14.5 

Share of commodity 
group in nonfuel 
exports to OPEC 

1970 33.0 3.6 11.5 39.7 
1975 39.1 3.8 6.2 35.9 
1985 25.8 3.4 12.6 38.5 

Annual average growth 
rates of OPEC imports 
by origin 

World 
1970-85 16.45 17.9 14.9 15.1 16.4 

Non-OPEC 
developing 
countries 
1970-85 21.40 19.4 21.0 22.2 22.0 

Source: Calculated from data in UNCTAD (United Nations Conference on Trade and Development), Handbook of 
International Trade and Development Statistics (1987 Supplement) (New York: UNCTAD, 1987). 

Each commodity group behaved differently. 
The greatest average annual growth rate differ
ential between developing-country exports and 
world exports to OPEC was achieved in the 
ores and minerals category during the 1970-85 
period. Growth in the share of developing 
countries in the OPEC imports of this 
commodity group, however, has been highly 
variable over time. Ores is the only group in 
which the developing-country market share of 
total OPEC imports declined between 1970 and 
1975, and it declined more than 50 percent. 
This market share decline took place despite a 
threefold increase in the value of developing-
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country exports of ores to OPEC. The increase 
in demand for ores and minerals may have 
temporarily outpaced the export expansion 
capabilities of developing countries. At the 
same time, a decrease in the share of ores in 
non-OPEC developing-country exports to OPEC 
between 1970 and 1975 might suggest that 
production of these commodities was unable to 
expand as immediately as the production of 
commodities in other groups. Despite this slow 
start, however, exports in ores and minerals 
eventually outperformed all other commodities. 

The strong performance of non-OPEC 
developing-country exports of ores and minerals, 



relative to world exports of these commodities, 
was nearly matched by agricultural raw mater
ials. The share of non-OPEC developing
country exports in the OPEC imports of this 
commodity group rose steadily between 1970 
and 1985. It should be noted, however, that 
agricultural raw materials are only a very small 
portion of this trade. Manufactured goods also 
performed quite strongly. Their share in total 
OPEC imports doubled between 1975 and 
1985. This category is the highest of the 
commodity groups in value. It appears that de
veloping-country manufactures have competed 
successfully with those of developed countries. 

Overall, export performance was not imbal
anced, and the ability of non-OPEC developing 
countries to respond to changes in demand ran 
across commodity categories. The response of 
different regions to demand changes is equally 
important. Total imports of OPEC countries 
from developing non-OPEC countries have 
risen steadily since 1970 (Table 16). Region
ally, this increase has been neither steady nor 
evenly distributed. Africa's share in OPEC 
imports has, in fact, decreased since 1970. 
West Asia's share in OPEC's nonfuel imports 
declined between 1970 and 1975, but grew 

dramatically between 1975 and 1985, while 
developing Latin America (South and Central 
America) and South and Southeast Asia 
captured increasing shares of the OPEC import 
market during the period. All regions, with the 
exception of Africa, exploited the expansion of 
OPEC demand, increasing nonfuel exports to 
OPEC at a rate higher than the increase in 
OPEC's total nonfuel import demand. The great
est rate of expansion was achieved by developing 
Latin America, while South and Southeast Asia 
had the highest share of non-OPEC, developing
country nonfuel exports to OPEC. 

Differences in regional export perfor
mance could be attributed to a number of 
factors. The regions that were expanding faster 
might have had the most flexible export 
production structures and therefore were able 
to generate the quickest supply response. The 
increase in the share of OPEC imports from 
developing Latin America between 1970 and 
1975, in comparison with the constant or de
clining shares of other regions, might suggest 
a superior flexibility in the region's production 
structure or absence of a significant supply 
constraint. If this is the underlying cause 
of the differences in regional performance, 

Table 16-0PEC nonfuel imports by region, 1970, 1975, and 1985 

Value Share 
Source of Imports 1970 1975 1985 1970 1975 1985 

(US$million) (percent) 

World 9,419 56,248 92,550 

Non-OPEC developing 
countries 998 6,129 19,382 10.5 10.8 20.9 

Africa 143 576 919 1.5 1.0 1.0 

Latin America 125 1,348 4,163 1.3 2.4 4.5 

West Asia 255 1,365 6,587 2.7 2.4 7.1 

South and Southeast Asia 475 2,840 7,713 5.0 5.0 8.3 

Source: Calculated from data in UNCTAD (United Nations Conference on Trade and Development), Handbook of 
International Trade and Development Statistics (1987 Supplement) (New York: UNCTAD, 1987). 
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sUbstitutability between the goods of the 
different regions must be assumed. It may be 
that these goods are imperfect substitutes, or 
that certain regions produce entirely different 
commodity bundles. In this case the change in 
the source of OPEC imports might be demand 
driven-not having any implications concerning 
the export supply response of the developing 
regions. In addition, there are various trade 
policies that distort broad comparisons of this 
kind. Issues such as debt service obligations, 
preferential trading arrangements, natural 
disasters, and external or regional conflicts or 
war also might have affected relative export 
performance. 

It is clear that the developing countries 
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responded to changes in demand with varying 
speeds and success. The export supply 
response across commodities appears on the 
whole to have been consistently strong. The 
export response across regions showed greater 
variability. This fact must be considered in the 
context of the particular circumstances of 
various countries, including factors such as 
structural export supply constraints. The 
evidence, in this context, does not conclusively 
point to the existence of binding structural 
constraints to export supplies of the developing 
countries. The great majority of developing
country traders responded rapidly and 
competitively to the increased demand of the 
OPEC countries. 



Appendix 2 

A Model for Trade Projection 

The model used for the purpose of 
projection/simulation in this study is of a 
partial equilibrium type and is a variant of the 
Armington (1969) model used by Sarris (1983). 

THE ARMINGTON-SARRIS MODEL 
OF TRADE FLOW PROJECTION 

Only the basic structure of the model is 
presented below (see Sarris [1983] and 
Armington [1969] for the details). Subscript 1 
represents the developing countries as a group, 
while subscript 2 is used for developed 
countries. For example, XI is the total quantity 
of exports of the developing countries and XI2 
is the quantity of exports of the developing 
countries to the developed countries. 

The following notations are used: 
ij = 1, 2 (1 = developing countries, 

2=developed countries), 
= real income of region i, 
= total quantity of exports of i, 

Xij = quantity of exports from i to j, 
Mi = total quantity of imports into i, 
Pt = landed price of imports into j from i, 

including all duties, 
p.' 

I 

a,j 
= export price of i, 
= ratio between P t and Pt arising from 

trade restrictions of various types, 
Vi = the base period intratrade share of 

exports in i, 
Wi = the base period intratrade share of 

imports in i, 
O<j = income elasticity of import demand, 
Bj = price elasticity of import demand, 
II; = price elasticity of export supply, 
tPi = trend of export supply (a constant), 
Ui = elasticity of substitution in market i, and 
a,j, Pit, and Pi" are normalized to one in the base 
period. 

(1) The exports of region i are composed 
of Xii and Xij ; that is, 

Xi = Xu • Xir (1) 

By expressing X. in terms_of percentage 
changes over time, denoted Xi' equation (2) 
can be written as 

X = vix" • (1 - v,)X'r (2) 

Similarly, the aggregate import demand of 
regionj, expressed in percentage terms, can be 
specified as 

(3) 

where percentage change in the import price 
index can be expressed as 

Pt = Wj P,t • (1 - wj)Pli
m

• (4) 

(2) An important equation derived by 
Armington, which describes trade flows from 
itoj,is 

(5) 

where Uj is the elasticity of substitution in the 
j market and bi" is a constant. 

Total differentiation of equation (5) 
yields, 

dX,. = aXij dM. • aX,j dP.~ • aXiJ dP m 
JaM. J ap,m I) apm J 

J 'J J (6) 
= X'd'" _ u}(, dp.m • u}(Udpm 
-"'I -, -I' 101 pm pm 

I if I 

Dividing both sides of the equation by Xu gives 

dX,j _ Xu ~ d~ dPt dPt (7) 
-X - -II - Uj - m- • "t-. 

ij 1011 XV "'I P, Pt 

If the partial elasticity of Xij with respect 
to Mj equals unity (that is, if total imports 
increase by 10 percent, imports from different 
sources also increase at the same rate), and 
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variables are expressed in terms of their 
percentage change, 

x,j = Mj - u/i\m - pn. (8) 

The second term of this equation can be 
expanded in the following way: 

-Uj(Pit-Pt)= -o;{Pt-[(l-wj)P,t+ WjpjjmJ) 

= -o/wjP1j
m 

- Wl'jjj 
= -(Jjw/pjj

m 
+ O'jW;f'jj m. 

When equation (9) is substituted into (8), 

(9) 

(3) The relationship between the change 
in import price from i to j and the export price 
of j is 

(11) 

As a next step, the export supply equation 
is assumed to be as follows: 

Xi = Ai(Pi')"' exp(<Pit), (12) 

which can be expressed in terms of percentage 
changes as 

(13) 

(4) In equilibrium, export supply meets 
export demand, that is, 

The right-hand side of equation (14) can 
then be rewritten in terms of the percentage 
change in the export price, using equations (3), 
(4), (10), (11), resulting in a system of two 
simultaneous equations, which, when solved, 
provides the percentage changes in export prices 
and, consequently, the percentage changes in 
trade flows. 

The critical determinants of the flow of 
intratrade are therefore, differential income 
growth, price and income elasticity, and sub
stitution elasticities between imports from 
developed and developing countries. 

(5) Since the time interval of projection 
is a rather long period of 18 years, the whole 
interval was split into finer subintervals to 
minimize the problems of a one-shot linearized 
projection. For each subinterval the results 
obtained from the previous projection were 
used as a base. This successive linearization is 
believed to produce a much closer approxima-
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tion to a new equilibrium than a one-shot linear
ized projection between the base year and 200 1. 

SPECIFICATION OF THE MODEL 

Intratrade data were obtained from FAO 
for 40 agricultural commodities and were 
aggregated into groups of commodities for the 
base year. The base period selected was 1982-
84 because of data availability. The data for 
parameters including ui> <Xi> Ili , ni were 
collected from various sources. 

Commodity Groups Selected For Projection 

Wheat and rice 
Coarse grains 
Oilseeds, fats, and oils 
Sugar 
Agricultural raw materials 
Tropical beverages and tobacco 
Meat 
Fruits and vegetables 

Cline et al. (1978) suggested a value of 
-2.5 for the elasticity of substitution in import 
demand among alternative· suppliers for all 
countries and products. However, in this 
exercise, -2.5 is used for developed countries 
and -1.5 for developing countries, since 
developing countries often have fewer options 
for shifting sources of supply. 

The estimates of import demand and 
export supply elasticities are critical in this 
projection/simulation model (see Table 17). 
Information on elasticities of import demand 
and export supply can be found in many sources 
including Stern, Francis, and Schumacher 
(1976), Cline et a1. (1978), Langhammer 
(1983c), Goldstein and Kahn (1984), and Bond 
(1987). In cases where estimates are only 
available for high levels of aggregation, they are 
assumed to represent the component products. 

The exogenous variables of the model are 
changes in real income (Y), trend growth in 
export supply (¢), and trade policy (a). Income 
(Gnp) is assumed to grow at an annual rate of 
growth of 3.3 percent in developed countries 
and at 4.9 percent in developing countries 
between 1983 and 2001, following the assump
tions used in Agriculture: Toward 2000 (FAO 
1987b, 61). An increase in the rate of growth 
of developing countries to 7 percent was also 



Table 17-Elasticities assumed for the model 

Price Elasticity" Income Elasticity' 
Import Commodity Group Import Export 

Wheat and rice 
Coarse grains 
Oilseeds, fats, and oil 
Meat 
Sugar 
Tropical beverages and tobacco 
Flaw materials 
Fruits and vegetables' 

-0.22 
-0.22 
-0.22 
-0.22 
-0.22 
-0.33 
-0.62 
-0.61 

0.70 
0.70 
0.70 
0.70 
0.70 
0.66 
0.43 
0.93 

0.52 
0.52 
0.67 
0.88 
0.66 
0.61 
0.54 
0.65 

\I With the exception of fruits and vegetables, price elasticities are derived from M. E. Bond, !IAn Econometric Study of 
Primary Commodity Exports from Developing Country Regions to the World," IMF Staff Papers, 34 (June 1987): 191-
227. 
b Income elasticities for imports are derived from FAC (Food and Agriculture Organization of the United Nations), 
"Agriculture: Toward 2000 Data Tape," Rome, 1987. 
C Elasticities for fruits and vegetables are from Nurul Islam, Horticultural Exports of Developing Countries: Past 
Peiformances. Future Prospects, and Policy Issues, Research Report 80 (Washington, D.C.: International Food Policy 
Research Institute, 1990). 

tested, under the assumption that the recovery 
of the world economy would be accelerated. 

An assumption is also made on future 
growth rates of export supplies. However, it 
has to be pointed out that the growth of future 
export supply availabilities might not repeat 
trends maintained during the last two decades. 
For instance, the trade of major nonfuel 
commodities has shown signs of significant 
slowdown in the 1980s, compared with the 
1970s and 1960s. The future growth of 
production and export is most likely to remain 
slow during the period 1982-84 to 2001 
relative to earlier decades. In particular, 
developed countries will need to curtail 
production and export growth in view of the 
adverse market conditions. 14 

Data on average tariffs of developing 
countries as a whole at the level of detailed 
commodity groups are scarce. This model 
relies on the information provided in a study 
by Laird and Yeats (1987) on tariff averages 
for various broad categories of agricultural 
commodities. 

This particular liberalization scenario has 
attracted significant attention among research
ers and policymakers as an element of a 
development strategy emphasizing "collective 
self-reliance" of the developing world. The 
Armington-Sarris model is used for the purpose 
of simulating the likely effects of a preferential 
removal of tariffs in developing countries in 
favor of other developing countries. The model 
can provide the static trade effects of various 
changes in trade policies, assuming that there 
are no exogenous changes in income_ and long
term export supply capacity, that is Yi = 0 and 
q,i = O. In this exercise, it is assumed that exist
ing tariffs in developing countries are reduced to 
zero only for commodity exports originating in 
other developing countries, while present rates 
continue to apply to the commodities imported 
from developed countries. Since data for nontariff 
barriers are not available to the author, only the 
effects of the elimination of tariffs are reported. 
Also, for lack of data, cereals are excluded from 
the exercise. Basic data for the model are 
presented in Tables 17'21. 

14 The growth rates of export projected by FAO are significantly lower than the past trend rates in most commodity 
groups. In this exercise, it is assumed that the future growth of export capacity will be sustained at 50 percent of historical 
rates maintained in 1961-63-1982-84 for all commodity groups, except for raw materials and tropical beverages and 
tobacco, where past trend rates are employed for projection. These seem to be roughly in line with the projections of 
FAO. 
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Table 18-Projected growth rates of trade, 1982-84 to 2001, and indices of export prices 

Growth R~tes (1982-84 to 2001} 
Imll°rts EXllorts Projected Price Indices 

Commodity Developing Developed Developing Developed World This Study 2001 2001 
Group Countries Countries Countries Countries Bank" (1)" (2)b (3)b 

Wheat and 
(percent) (1982-84 prices - 100) 

rice 2.71 -0.37 1.68 1.64 85 88 108 108 
Coarse 
grains 2.99 0.88 1.80 1.64 75 69 77 77 

Oilseeds, fats, 
and oils 3.75 1.28 2.78 1.94 72' 75 86 86 

Sugar 3.35 0.64 1.37 2.34 158 102 126 125 
Raw materials 2.26 0.01 0.58 1.25 120 137 136 
Tropical 
beverages 

93d and tobacco 3.53 1.66 1.27 3.87 79 85 85 
Meat 4.36 1.19 1.99 2.36 113' 104 119 119 
Fruits and 
vegetables 3.27 1.77 2.19 1.95 87' 104 112 III 

• World Bank, Price Prospects/or Major Primary Commodities, Vol. 2, Report 814/86 (Washington, D.C.: World Bank, 
1986). 
b Study (I) is the base study, which uses a moderate growth rate of 4.9 percent. 2001 (2) is an increase in income growth 
in developing countries from 4.9 to 7.0 percent. 2001 (3) is an increase in income elasticities by 50 percent. 
C Includes only vegetable oil production for soybean, palm, groundnut, and copra. 
d Does not include tobacco. 
, Includes only beef. 
f Includes only bananas and citrus fruits. 

Table 19-Projected intratrade between developing countries, by commodity group, from 
scenarios with an increased income growth rate and increased income elasticity, 
1982-84 to 2001 

Intratrade Percentage Increase 
Commodity Group 1982-84 2001(2) 2001(3) 2001(2) 2001(3) 

(US$milIion) (percent) 

Wheat and rice 2,385 4,520 4,577 90 92 
Coarse grains 1,164 1,999 2,021 72 74 
Oilseeds, fats, and oils 3,157 7,318 7,426 132 135 
Sugar 2,167 5,424 5,504 150 154 
Raw materials 1,827 3,824 3,866 109 112 
Tropical beverages and tobacco 2,422 5,013 5,084 107 110 
Meat 2,339 6,446 6,542 175 180 
Fruits and vegetables 2,905 6,871 6,961 136 140 

Total 18,366 41,415 41,981 126 129 

Source: FAO (Food and Agricultural Organization of the United Nations), "Agricultural Trade Matrices for Selected 
Commodities, If Rome (computer printout), 1987. 

Notes: 2001 (2) represents an increase in income growth in developing countries from 4.9 to 7.0 percent. 2001 (3) 
represents an increase in income elasticities by 50 percent. 
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Table 20-Effects of a tariff reduction of 100 percent in developing countries on value and 
share of exports and imports 

Developing-Country Developing-Country Net 
EXll0rts to ImllQIY frQm Exports of 

Developing All Developing Developed All Developing 
Commodity Group Countries Countries Countries Countries Countries Countries 

($US million) 
Projected changes 
in 1982-84 values 

Oilseeds, fats, and oils 555 395 555 -370 185 210 
Sugar 253 220 253 -175 78 142 
Flavv materials 188 194 188 -52 136 58 
Tropical beverages 
and tobacco 283 314 283 -117 167 147 

Meat 182 142 182 -74 108 33 
Fruits and vegetables 401 321 401 -189 212 109 

Total 1862 1586 1862 -977 886 670 

Share of projected changes (percent) 

Oilseeds, fats, and oils 17.6 5.7 17.6 -8.8 2.5 
Sugar 11.7 2.8 11.7 -10.6 2.0 
Flavv materials 10.3 3.2 10.3 -4.6 4.6 
Tropical beverages 
and tobacco 11.7 1.5 11.7 -16.3 5.3 

Meat 7.8 3.8 7.8 -2.0 1.8 
Fruits and vegetables 13.8 3.4 13.8 -6.9 3.8 

Total 12.6 2.9 12.6 -6.9 3.0 

Table 21-Average trade-vveighted tariff rates applied by developing countries 

Commodity Group 

Oilseeds, fats, and oils 
Sugar 
Flavv materials 
Tropical beverages and tobacco 
Meat 
Fruits and vegetables 

Tariff 

23.4 
19.0 
11.3 
23.6 
7.8 

16.7 

Source: Samuel Laird and Alexander J. Yeats, "Empirical Evidence Concerning the Magnitude and Effects of 
Developing-Country Tariff Escalation," The Developing Economies 25 (June): 99-123; FAO (Food and 
Agriculture Organization of the United Nations), Economic Cooperation Among Developing Countries in 
Agricultural Trade-Part IV (Rome: FAO, 1987). 
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Appendix 3 

FAO Projections to 2001' A Comparison 

This appendix compares the growth rates 
of total imports and exports of developing 
countries projected in this study with those 
projected by FAO (see Table 22) (FAO 
1987b). There are some significant differences 
between the two projections. For instance, 
meat and fruits and vegetables, which here are 
expected to be among the fastest growing 
agricultural imports of developing countries, 
are projected to be the slowest growing import 
categories in the FAO study. FAO's projec
tions of import demand and aggregate demand 
for meat are substantially less than warranted 
on the basis of assumed increases in income 
and population growth. FAO adjusted their 
demand projections downward on the basis that 
the projected high growth in demand would not 
be realizable due to a combination of domestic 
supply constraints and foreign exchange short
ages in developing countries. lS The increases in 
demand for pork and poultry are projected to 
be met to a large extent by domestic production 
based on imported feedgrains. Trade is assumed 
to expand mainly in bovine and ovine meats. 

The low import growth in fruits and vege
tables projected by FAO is mainly the result of 
an assumed absolute decline in fruit imports by 
2001, although imports of vegetables are pro
jected to increase significantly during this 
period. FAO assumes that domestic production 
of fruits in the developing countries will ex
pand rapidly enough to meet the increase in 
domestic demand. According to the projection 
in this study, oilseeds, fats, and oils and 
tropical beverages and tobacco are the fastest 
growing agricultural import groups, whereas 
FAO projects that coarse grains, as well as oil-

seeds, fats, and oils and tropical beverages and 
tobacco, will be fast-growing imports. It is 
worth noting that both projections expect 
tropical beverages and tobacco to emerge as 
important imports of developing countries as 
their incomes grow. 

The differences between the two sets of 
projections of exports are especially large in 
meat and wheat and rice. According to FAO, 
the expansion of trade in meat is highly 
uncertain in view of production and pricing 
policies in developed countries, especially price 
support and subsidy policies (FAO 1987c). 
FAO also expects that the world market for 
wheat and rice will grow at a rate significantly 
below that of past years, and major developing 
exporters will face difficulties in expanding 
their exports in this sluggish market. Excluding 
meat and wheat and rice, however, the ranking 
of commodities according to their growth rates 
of exports is similar in the two groups of 
projections. Both sets of projections rank 
oilseeds, fats, and oils; fruits and vegetables; 
and coarse grains among the most rapidly 
expanding exports. 

Projected net trade in the year 2001 is 
also shown in Table 23, along with the base 
year figures on net trade. The projections from 
this study and those from FAO both anticipate 
that the net trade position of developing 
countries will remain unchanged in most 
commodity groups between the base year and 
2001. According to this study, however, a 
surplus of 0.45 million tons of meat will turn 
into a deficit of 0.6 million tons by 2001, 
whereas FAO projects that a surplus will 
continue into the future. 

15 In view of the perishable nature of livestock products and the Heed for specialized storage, transport, and 
marketing infrastructure, particularly for tropical countries, FAD assumed that neither domestic production nor imports 
could accelerate rapidly. 
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Table 22-Comparison of projected rates of growth of total imports and exports of 
developing countries 

This Study This Study FAO, Past Trend, Assumed Export 
(I), 1982-84 (4), 1982-84 1983-85 1961-63 Capacity Trend, 

Commodity Group to 2001' to 200lb to 2000' to 1982-84 1982-84 to 2001 

(percent) 
Total imports 
Wheat and rice 2.71 3.15 1.70 4.11 
Coarse grains 2.99 3.64 3.90 11.30 
Oilseeds, fats, and oils 3.75 4.42 4.10 10.40 
Sugar 3.35 3.82 2.30 5.10 
Flavv materials 2.26 2.26 1.44 3.82 
Tropical beverages 

and tobacco 3.53 3.53 2.59 3.75 
Meat 4.36 4.12 0.80 7.80 
Fruits and vegetables 3.27 3.65 0.87 4.35 

(3.36)' 

Total exports 
Wheat and rice 1.68 2.93 0.84 2.18 1.09 
Coarse grains 1.80 3.29 2.70 4.60 2.30 
Oilseeds, fats, and oils 2.78 4.82 3.23 4.10 2.05 
Sugar 1.37 1.64 1.50 2.40 1.20 
Flavv materials 0.58 0.58 1.07 -0.87 -0.87 
Tropical beverages 

and tobacco 1.27 1.27 1.17 1.79 1.79 
Meat 1.99 2.82 0.40 2.40 1.20 
Fruits and vegetables 2.19 3.24 2.23 4.01 2.00 

(2.75)' 

Notes: The developing countries in this exercise exclude China. 
The methodology for projections is elaborated in Appendix 2, where projected rates of growth in total imports 
and exports and in intratrade are presented. FAO's study projected imports and exports of developing countries 
as well as domestic consumption and production, but did not deal with intratrade between developing countries. 
Demand or consumption was projected on the basis of assumed GDP and population growth. Then preliminary 
projections were made for production, and trade was calculated as a residual. Once the preliminary production 
targets were introduced, the input implications were analyzed in terms of yield growth and input requirements. 
The input and trade projections were then re-examined against national resource availability and international 
consistency. If inconsistencies were detected, modifications were made to some or all of the building blocks of 
the projection, including the targets for production, trade, the projections for land availability, yields, and 
occasionally even demand. This process went through several interactions, until consistent results were obtained. 

a Based on the assumed growth of export capacity shown in the final column of this table. A distinction is made between 
export capacity and actual exports, the latter being a function of the supply and demand developments in the future, 
responding to price and income changes. All growth rates are assumed to be half of these current rates except tropical 
beverages and tobacco and raw materials. 
b Based on the assumption that export capacity grows at the past trend rates reported in the fourth column of this table. 
, FAO (Food and Agriculture Organization of the United Nations), Agriculture: Toward 2000 data tape, Rome, 1987. 
, The projections for fruits and vegetables are from Nurul Islam Horticultural Exports of Developing Countries: Past 
Performances, Future Prospects, and Policy Issues, Research Report 80 (Washington, D.C.: International Food Policy 
Research Institute, 1990). 
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Table 23-Net trade projection, 2001 

191\2-1\4 PrQje~tions Collective 
This Study FAO Self-

Commodity Group Imports Exports Net Trade (1)' Studyb Reliance' 

(million metric tons) 

Wheat and rice 69.79 22.47 -47.32 -77.7 -66.53 0.34 
Coarse grains 27.82 13.94 -13.88 -26.0 -32.58 -4.00 
Oilseeds, fats, and oils 9.98 7.37 2.61 2.2 2.25 2.36 
Sugar 0.23 17.64 7.40 4.6 6.87 6.54 
Raw materials 2.15 6.24 4.09 3.8 4.70 4.76 
Tropical beverages 

and tobacco 1.05 7.42 6.36 7.2 7.30 7.29 
Meat 1.96 2.41 0.45 -0.6 0.16 0.59 
Fruits and vegetables 8.14 28.44 20.30 26.9 31.64 30.63 

• Study (1), the base study in this report, uses a moderate growth rate of 4.9 percent. 
b FAD projections are based on an assumption of future growth in export supply at 50 percent of current trends, except 
for tropical beverage,s and tobacco and raw materials, where past trends are used. This is a moderate-growth scenario with 
limited export growth. 
C This scenario is based on the assumption that developing countries strive to achieve collective self-reliance, that is, to 
reduce dependence on the rest of the world for their net imports. In other words, they would increase the production of 
the commodities in which they have a net deficit, so that they would be able to meet each other's requirements. 

Both projections predict that the deficits 
in wheat and rice and coarse grains will 
increase. Wheat and rice will continue to have 
much larger absolute deficits than coarse 
grains, although the deficit in coarse grains will 
increase at a much faster rate than that in 
wheat and rice. 

The traditional agricultural commodi
ties, such as sugar, raw materials, and tropical 

44 

beverages and tobacco, as well as nontradition
al exports like fruits and vegetables, are among 
the surplus commodities. FAO projects that the 
surplus in traditional exports will remain at 
almost the same level, while a substantial in
crease is expected in fruits and vegetables. The 
results of the projections here are not much 
different from those ofFAO, but the amount of 
surplus is generally projected to be lower. 



Bibliography 

Agarwal, M. 1989. South-South trade: 
Building block or bargaining chip? In 
Developing countries in the global trading 
system, ed. J. Whalley, 189-209. Ann 
Arbor, Michigan, U.S.A.: Michigan State 
University Press. 

Arda, Mehmet. 1985a. Primary and processed 
commodities in South-South trade. Paper 
presented at a meeting at Center Za 
Proucevanje Sodelovanja Z Dezelami V 
Razvoju--RCCDC on Primary 
Commodities--A Challenge to Cooperation 
Among Developing Countries, September 
26-27, Skopje, Yugoslavia. 

1985b. South-South trade in 
commodities. Paper presented at a United 
Nations Conference on Trade and 
Development symposium on South-South 
Trade: Obstacles to Growth, Geneva, June. 

Armington, Paul S. 1969. A theory of demand 
for products distinguished by place of 
production. International Monetary Fund 
Staff Papers 16 (March): 159-178. 

Badiane,Ousmane. 1991. Regional agricultural 
markets and development strategies in West 
Africa. Quanerly Journal of International 
Agriculture 30 (January-March): 37-50. 

Bond, M. E. 1987. An econometric study of 
primary commodity exports from 
developing countries of the world. 
International Monetary Fund Staff Papers 
34 (June): 191-227. 

Chakravarti, Ashok. 1985. The GSTP and the 
Asian least-developed countries: An 
analysis of approaches and potential 
benefits. Report on the Global System of 
Trade Preferences Among Developing 
Countries (GSTP). United Nations 
Conference on Trade and Development, 
Geneva, February 27. 

Cline, W., N. Kawanabe, T. Kronsjo, and T. 
Williams. 1978. Trade negotiations in the 
Tokyo Round: A quantitative assessment. 
Washington, D.C.: The Brookings 
Institution. 

Donges, Juergen B. 1987. Comment on 
"Evidence of differences between 
South-South and South-North trade." In 
Expons of developing countries: How 
direction affects performance, ed. Oli 
Havrylyshyn, 42. Washington, D.C.: 
World Bank. 

Erzan, Refik. 1989. Would general trade 
liberalization in developing countries 
expand South-South trade? Policy, Planning 
and Research Working Papers 319. 
Washington, D.C.: World Bank. 

Erzan, Refik, and Peter Svedberg. 1989. 
Protection facing expons from Sub-Saharan 
Africa in EC, Japan, and the United States. 
Policy Planning and Research Working 
Papers 320. Washington, D.C.: World 
Bank. 

Erzan, Refik, and Alexander Yeats. 1990. 
Tariff valuation bases and trade among 
developing countries: Do developing 
countries discriminate against their own 
trade? Policy Planning and Research 
Working Papers 371. Washington, D.C.: 
World Bank. 

Erzan, R., H. Kuwahara, S. Machese, and R. 
Vossenaar. n.d. The profile of protection in 
developing countries. Discussion Paper No. 
21. Geneva: United Nations Conference on 
Trade and Development. 

Erzan, R., S. Laird, and A. Yeats. n.d. On the 
potential for expanding South-South trade 
through the extension of mutual preferences 
among developing countries. Discussion 
Paper Series No. 16. Geneva: United 
Nations Conference on Trade and 
Development. 

45 



FAO (Food and Agriculture Organization of 
the United Nations). 1983. Expanding 
agricultural commodity trade anwng 
developing countries. FAO Economic and 
Social Development Paper 29. Rome. 

__ . 1987a. Economic cooperation anwng 
developing countries in agricultural trade-
Pan IV. Rome. 

_=-' 1987b. Agriculture: Toward 2000. 
Rome. 

__ . 1987c. Agriculture: Toward 2000 data 
tape. Rome. 

__ . 1987d. Agricultural trade matrices for 
selected commodities. Rome. Computer 
printout. 

Goldstein, M., and M. Kahn. 1984. Income 
and price effects in foreign trade. In 
Handbook of international economics, Vol. 
II, ed. Ronald Jones and Peter Kenan. 
Amsterdam: North Holland. 

Greenway, D., and C. Miller. 1988. 
South-South trade: Evidence and policy 
aspects. Research Paper I. Nottingham, 
England: Center for Research in Economic 
Development and International Trade. 

Havrylyshyn, Oli. 1985. The direction of 
developing country trade: Empirical 
evidence of differences between 
South-South and South-North trade. Journal 
of Development Economics 19 (December): 
225-281. 

__ , ed. 1987. Exports of developing 
countries: How direction affects 
pe/fornwnce. A World Bank symposium. 
Washington, D.C.: World Bank. 

Havrylyshyn, Oli, and I. Alikhani. 1989. 
Changing comparative advantage and trade 
among developing countries. In Causes of 
change in the structure of international 
trade, ed. J. Black and A. MacBean, 136-
137. London: Macmillan. 

Havrylyshyn, Oli, and E. Civan. 1983. Intra
industry trade and the stage of 
development: A regression analysis of 

46 

industrial and developing countries. In 
Intra-industry trade: Empirical and 
methodological aspects, ed. P. K. M. 
Tharakan, 111-140. Amsterdam: North 
Holland. 

Havrylyshyn, Oli, and Martin Wolf. 1981. 
Trade anwng developing countries: Theory. 
policy issues. and principle trends. 
Working Paper No. 479. Washington, 
D.C.: World Bank. 

__ . 1983. Recent trends in trade among 
developing countries. European Economic 
Review 21 (April): 333-362. 

. 1987. What have we learned about 
South-South trade? In Expons of developing 
countries: How direction affects 
pe/fornwnce. A World Bank symposium, ed. 
Oli Havrylyshyn. 149-166. Washington. 
D.C.: World Bank. 

Hughes. H. 1980. Inter-developing country 
trade and employment. A paper presented 
at the International Economic Association 
Sixth Annual Congress on Human 
Resources, Employment and Development, 
August 4-9, Mexico City. 

Islam, Nurul. 1990. Honicultural expons of 
developing countries: Past pe/fornwnces. 
future prospects. and policy issues. 
Research Report 80. Washington, D.C.: 
International Food Policy Research 
Institute. 

Koester, Ulrich. 1986. Regional cooperation to 
improve food security in southern and 
eastern African countries. Research Report 
53. Washington, D.C.: International Food 
Policy Research Institute. 

__ . 1987. Trade in agricultural products 
among African countries. Quanerly Journal 
of International Agriculture 26 (April-June): 
190-206. 

Laird, Samuel, and Alexander J. Yeats. 1987. 
Empirical evidence concerning the 
magnitude and effects of developing
country tariff escalation. The Developing 
Economies 25 (June): 99-123. 



Langhammer, R. J. 1980. Multilateral trade 
liberalization among developing countries. 
Journal of World Trade Law 14 
(November-December): 508-515. 

1983a. Developing countries' 
manufactured exports and South-South trade 
in primary commodities on South-North and 
South-South trade interpendencies, in 
Challenges of South-South cooperation, 
Vol. 1, ed. H. W. Singer, N. Hatty, andR. 
Tandon, 614-641. New Delhi: Ashish 
Publishing House. 

__ . 1983b. The importance of national 
barriers to trade among developing 
countries: Some evidence from the transport 
cost contract in Brazilian imports. World 
Development 11(5): 417-425. 

--0-.' 1983c. Problems and effects of a 
developing countries' tariff concession 
round on South-South trade. Kiel Working 
Paper No. 167. Kiel: Institut fur 
Weltwirtschaft. 

_--:' 1987. Effects of preferential tariff 
reductions among developing countries. In 
Exports of developing countries: How 
direction affects perjormance, A World 
Bank symposium, ed. Oli Havrylyshyn, 71-
90. Washington, D.C.: World Bank. 

Lewis, W. Arthur. 1980. The slowing down in 
the engine of growth. American Economic 
Review 70(4): 555-564. 

Ranis, Gustav. 1985. Trade cooperation: The 
prospects. Paper presented at the Society 
for International Development 18th World 
Conference on World Development: Risks 
and Opportunities. July 1-4, Rome. 

Sarris, A. H. 1983. European community 
enlargement and world trade in fruits and 
vegetables. American Journal of 
Agricultural Economics 65 (May): 235-246. 

Singer, Hans W. 1983. North-South 
multipliers. World Development 11 (May): 
451-454. 

Somel, K. 1987. For agriculture: Toward 
ECDC scenario. Food and Agriculture 

Organization of the United Nations, Rome. 

Stern, Robert M., J. Francis, and B. 
Schumacher. 1976. Price elasticities in 
international trade: An annotated 
bibliography. London: Macmillan Press. 

Stewart, Frances. 1985. Countertrade: An 
assessment. Paper presented at the Society 
for International Development 18th World 
Conference on World Development: Risks 
and Opportunities. July 1-4, Rome. 

Thomas, H. C. 1988. A study of trade amang 
developing countries, 1950-1980: An 
appraisal of the emerging pattern .. 
Amsterdam: North Holland Press. 

UNCTAD (United Nations Conference on 
Trade and Development). 1988. The 
global system of trade preferences 
among developing countries (guide 
book). Geneva. 

__ . 1989a. Review of developments in the 
area of trade and monetary and financial 
cooperation among developing countries, 
Geneva. 

_-;-:-' 1989b. Some areas of ECDC for new 
initiatives and priority attention. Report by 
the Committee on Economic Cooperation 
Among Developing Countries, Geneva. 

Various years. Handbook of 
international trade and development 
statistics. New York. 

United Nations Statistical Office. Various 
years. Monthly Bulletin of Statistics. New 
York. 

Valdes, Alberto. 1984. Trade in agricultural 
products between developing countries: 
Latin American exports during 1962-1979. 
Material Prime 3 (June): 96-107. 

__ . 1989. The role of agricultural exports 
in development. Paper presented at the 
Marbach Conference on Agriculture and 
Economic Development in the 1980's: 
Lessons for the Role of Government, 
August 28-31, Zurich, Switzerland. 

47 



Vald~s, Alberto, and Suzanne Gnaegy. 1984. 

48 

Trends and structure of agricultural trade 
among developing countries, 1962-79. 
International Food Policy Research 
Institute, Washington, D.C. Mimeo. 

World Bank. 1986. Price prospects for mfljor 
primflry commodities. Vol. 2. Report No. 
814/86. Washington, D.C. 

__ . 1989. Repon on intra-regional trade in 
Sub-Saharan Africa. Washington, D.C. 








