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Background

» Treatment of agriculture in RTAs

» Importance of agriculture:
Contributes 35% of SADC’s GDP;

About 70 percent of the region’s people depend on agriculture
for food, income and employment;

Dominant source of exports: contributes about 13% to total
export earnings and about 66% to the value of intra-regional
trade.

» Role of agricultural trade and development in SADC'’s
RISDP.

» Trade as an engine of growth; agricultural trade as an
instrument for poverty reduction.

» However, intra-SADC agricultural trade is reported to be
marginal: explanations



Figure 1: Key Players in Agricultural Trade in the SADC
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Trade Intensity Indices
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Table 1: Trade Intensity Indices for SADC, 2000-2007

2000 2001 2002 2003 2004 2005 2006 2007

Total exports 19.7 190 198 19.0 16,5 168 157 17.7
Agricultural exports 309 34.8 359 332 283 294 273 29.7

Source: Author’s computation using COMTRADE data



Revealed Comparative Advantages
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Trade Complementary Indices

TCI, =lﬂ]—§(jmi—xi‘f1)

Imparting Sountry

Exposing Comslry .
Combies | Botwana |Makwpacar | Molowi | Mowiiis |Moronbipe | Nomibia | Soh Africa | Seailond | Zambia
Botrwana _ %72 BE BB TR AT L 4 7116
Wadwmear | TN _. BB o1 | 0% yik) % | . b3} 19
M akwi 5 B _ 871 17 1L 21 ny a6
Warizn yIL ! 54 18 _. 831 113l Fili 07 57
Wmaipe | 13 T yib ED _ Bl By U3 88
Namidia D 95 1] Tl B _ 73 3 | 63
Stk Africa | %73 R %Q KB .1 7 _ 43 5118
Swazilond AD 1716 g}, | il 8 pil | oz _ #50
7 canbia % | UI5 I | 1% 1D yilir %9 Bs5 i}
Zimbabwe D& pibs 1.1 ¥ T8 BD pil D18 . 17j




Empirical model
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Following Soloaga and Winters (2001), and Endoh
(1999), we define the RTA dummies, for each bloc,
as follows:

- RTA =1 if both the importer and the exporter are
members of a given RTA; zero otherwise;

- RTA1 =1 if only the exporter is a member of the
RTA:; zero otherwise; and

- RTA2 =1 if only the importer is a member of the
RTA; zero otherwise.




Regression methodology

- Tobit applied to log-linear specification

- However, recent evidence suggests that Tobit
estimates are not unbiased and consistent in the
presence of heteroscedasticity

- Alternative estimation procedure: the Poisson
Pseudo Maximum Likelihood (PPML) technique

- Gourieroux et al. (1984) and Cameron and Trivedi
(1998): PPML estimators are numerically equivalent
to the Generalized Method of Moments (GMM)
estimators and thus, the data does not have to follow
a Poisson distribution to generate consistent
estimators.
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Results and interpretation

- On the whole, the results are robust to variable
addition.

- The model yields a reasonably good fit,

characteristic of similar models, as measured by the
Pseudo-Rz2.

- The basic variables — income and population —
exhibit the expected signs and are significant.

- Remoteness shows up with the opposite sign and is
never significant.

- Physical distance comes up with a negative, and

strongly significant, coefficient in all variants of the
model.



Results and interpretation/?2

- The dummies for common language and common border
are both positive and significant in the full model.

- The RTA dummies yield a mix bag of evidence:

Few RTAs have stimulated intra-regional trade in agriculture in
a significant manner.

ASEAN stands out as an outlier: the evidence shows an

increase in intra-bloc trade without any significant trade
diversion.

- African RTAs — SADC and COMESA - present the same
pattern of effects: while there is some evidence of intra-

bloc trade creation, this effect has been more than offset
by the size of trade diversion.

In Frankel's (1997) terminology, these two RTAs will be
described as “stumbling blocs” in agricultural trade.



SADC’s Agricultural Export Potential
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Conclusion and implications for policy

» Consistent with other studies of intra-SSA trade that
explain low levels of trade in terms of trade
complementarity (Yeats, 1998) or low levels of GDP
(Foroutan and Fazeh, 1993)

» Implications for poverty reduction
» Systemic factors?

» Sensitive nature of agricultural products in the
SADC’s liberalization schedules?



