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International transport coats and industrial developaent in the 
Least Developed African Countries1 

1 • lntrodnctio11 

There are 36 countries classified aa 'least developed' 

(LDC'a). These are often resource-poor, al though soae aay have 

ainerals. Their prospects apecificallJ or industrial 

developaent and of creating any significant aegaent of industrial 

eaployaent in the long tera appear aeverel7 constrained b;J two 

other ractora, their saall eeonoaic aise, affecting the aise or 

their doaestic aarketa, and high external transport coats. In 

exploring thia proble• ve shall focus here on the 26 African 

LDC'a and specifically on the extent and iapact of high transport 

cos ta. 

Small economic sise 

Small economic aize is a result of small population and low 

income per capita. Thirteen LDC'a have populations of leas than 

2 million (nine of these in Africa) and ten leas than 1 aillion 

(eight in Africa) (aee Tables 1 and 2). Twelve African 

countries have GRP's (in 1981) below $1 billion, while the 

coabined GIP or the 26 vaa S,8.4 billion, leas than that of 

Algeria or of Greece2. l-wr capit.a GIP ia also extremely low, 

-----------------------------------------------------------------1. The considerable aaaiatance of Mr. llichael Jackson of the 
Crown Agents, Surre7 , U,JC., in calculating the transport 
11argina ia herebJ' acknowledged, ae aH helpful coaaent• ·11y 
Arthur Haslevood of Queen lli1abeth House, Osford. 
Reapo· 11ibili t7 for the final product ia •J' own. The atud7 
haa been ':arried out at the instigation of John Cod7. 

2. Precise calculation of economic ai~• i~ not roquired in the 
calculations or diacuaaion here. However aa pointed out for 
instance by Haslewood (1969) tbe size of the market depend• 
not only on GDP but on the proportion of the population 
located near to established coamunications: GDP is an 
iaperf ect aeaaure of this size because of the eroding eff 1ct 
of distance f~om the centre of manufacturing. 



Table 1: Basic data for 10 lt'n-African least developed countries 

Countr;r 1981 1981 1981 GNP G rovth rate, 1981 
Population GIP/Capita ( $ ) GNP/Capita llVA/GDP 
(aillions) ($) (billions) real 1970- (%) 

1980 (%) 

Afghanistan 16.3 n.t: • n.a. n.a. n.a. 

Bangladesh 90.7 140 12.8 1.4 8 

Bhutan 1.3 80 0.1 0 n.a. 

Haiti 5.1 300 1.5 1.8 n.a. 

Laos, P.D.R. 1.5 80 0.3 n.a. n.a. 

Maldives 0.2 n.a. n.a. n.a. n.a. 

Nepal 15.0 150 2.3 -0.3 n.a. 

v. Samoa 0.2 n.a. n.a. n.a. n.a. 

Yemen, A.R. 7.3 460 3.3 6.1 6 

Yemen, P.D.R. 2.0 41i0 0.9 10.7 14!/ 

a/ 1981 

Source: 1983 tlorld Bank Atlas; !2!:!,.'! Development Report 1983 (tor MVA/GDP) 

leas than $400 in all but 5 ot the 36 countries. The share ot 

aanutacturing value added was low: tor 14 out ot 18 countries 

tor which a tigure is available the percentage lies botw•en 4 and 

9 per cent. rroa Table 3, which coaparea 1980 figures with 

those tor 1970, it can be seen that aanut•cturing value added 

(MY.A) per capita at constant 1970 prices tell tro• 18 to 17 tor 

the African LDC'a, while the ahare of llVA in GDP (t.c.) tell froa 

8.7 11er cent to i .-, per cent. Eight ot the ccuntriea con+:ained 

significant ae•i-arid landa. 
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Table 2: Basic data for 26 African least developed countries 

Country 1981 1981 1981 GNP Growth Rate, 1981 
Population GNP/Capita {$ 11illion) GIP/Capita llVA/GDP 
{aillions) {$) real 1970 - {%) 

1980 (%) 

Benin 3.6 320 1140 1.2 7 
11obvana 0.9 1010 940 9.0 na 
Burundi 4.2 230 990 1 .5 9 
Cape Verde 0.3 340 100 5.5 na 
Central African Rep. 2.4 320 770 -0.2 6 
Chad 4.5 110 490 -3.6 ~ 
Coaoros 0.4 320 110 -2.4 na 
Djibouti 0.4 480 180 na na 
Eq. Guinea 0.3 180 62 na na 
Ethiopia 31.8 140 4530 0.6 11 
Gaabia o.6 370 220 3.1 

~ Guinea 5.6 300 1660 0.4 
Guinea-Bissau 0.8 190 150 na ;!! Lesotho 1.4 540 740 8.6 
Malawi 6.2 200 1250 2.8 13b/ 
Mali 6.9 190 1340 2.3 6 
Kiger 5.7 330 1890 -0.8 8 
Rwanda 5.3 250 1340 1.7 16 
Sao Tome and Principe 0.1 370 40 -0.2 na 
Sierra Leone 3.6 J~C 1140 -1.1 6 
Somalia 4.4 280 1240 1 .1 3~/ 
Sudan 19.2 380 ·1390 0.9 6 
Tanzania U.R. 19.1 280 5260 1.1 7 
Togo 2.7 380 1010 0.9 9 
Uganda 13.0 220 2890 -4.1 9!I 
Upper Volta 6.3 240 1490 1.6 12 

!I 1960 
!/ 1980 

Rotes: 

Populltion - 4 countries have populaUons ezceeding 10 aillion, 
8 countriea have populatiol18 of leas than 1 •illion 
(coabined population - 149. 7 mill:i.on) 

GIP/Capita - 3 countriea are in the range $480-1010, 
12 countries are below 1300 (average - $260) 

GIP - 3 countriea are in the range of $4.5 - 7.4 billion, 
12 countries are below $1 billion (coabined GIP ot $38.4 ia 

leas than that of Algeria or Greece) 
GIP/Capita growth - 3 countries are in the range of 5.5 - 9.0 percent, 

7 countries have negative growth 
MVA/GDP - 1960-1981 aharea range fro• 4 to 16 per cent. 

Source: 1983 World !_a~ Atlas; ~ Developent Report 1983 (tor MVA/GDP) • 

., 



Small econoaic size aa7 affect transport directly or 

indirectl7. The indirect effect is that the small size of their 

doaestic market severely restricts scope for even the elsevhere 

much criticized iaport-substituting industrialisation and 

increases the need to lcok tovards the export of aanufactures, 

vhere the transport factor becoaes critical. Table 4 indicates a 

relationship betveen economic size and the degree of 'openness' 

of an economy. There may be direct costs asoociated vith saall 

size: the lov level of incoaes aay be insufficient to develop 

transport infrastructure to an adequate level, vhile, secondly, 

such facilities as are developed may be exper~ive relative to the 

small amount of trade passing through. In other vords, there may 

be economies of scale in the provision of transport facilities. 

Beyond this, thirdly, there may be both administrative and actual 

financial costs associated with the infrequency and unreliability 

of the service. Becauise LDC's are of small economic size they 

are of minor potential as trading partners, and international 

transport facili tieo will not have been developed vi th them in 

mind. Even islands and ~oaatal countries with access to the sea 

may be given a wide berth by the shipping liner conferences 

because they are insufficiently profitable to merit becoming 

regular ports of call. Because o! this factor, small size may 

produce an additional element of "remoteness" which is 

independent of actual geographical distance. 'Reaoteneaa' is 

considered by Srinivasan (1985), for e:1tample, as a factor 

independent of small size. Many islands in particular are remote 

in terms of geographical distance from markets and trade routes, 

but mini-states such as Gui11ea-Bieaau are geographically.!!!! 

distant than, say, ligeria but aore remote in terms of beins 

served by shipping: due to econoaic size. 

4 
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Table 3: MVA per capita and share of MVA in GDP, African developing countries and country share in MVA of African countries, 
by country or territory and by economic grouping, 1970 and 1980 

Share, MVA in GDP at factor country share in MVA of 
MVA per capita coat African developinq countries 

country or territory (dollars) (Dercentaael (D9rcentaae) 
and economic groupin9 1980 1980 1980 1980 1980 1980 

1970 (constant) (current) 1970 (constant) (curr•nt) 1970 (constant) (current) 

Main oil-exportin9 countries 14 26 92 5.2 6.4 5.0 18.46 28.34 35.09 

Algeria 30 43 135 11. 2 11.1 8.1 7.48 8.57 9.53 
Gabon 23 121 456 4 .1 10.' 7.7 0.21 0.72 0.97 
Libyan Arab Jamahiriya 32 144 271 1.8 5.6 2.2 1. 91 4.60 3.10 
Nigeria 9 17 72 4.4 5.2 5.0 9.58 14.46 21.49 

i.ast developed countries 8 7 25 8.7 8.1 7.3 15.16 11.24 13.74 

Benin 7 6 14 8.4 6.3 5.2 0.35 0.19 Ci .19 
Botswana 10 6 68 7.8 10.3 6.9 0.11 0.22 0.21 
Burundi 4 6 19 6.8 7.P 11. 6 0.28 0.26 0.32 
Cape Verde 5 5 17 5.2 5.9 5.6 0.02 0.02 0.02 
central African Republic 13 13 41 13. 1 14.0 14.0 0.44 o. 30 0.36 
Chad 4 4 19 5.S 5.2 9.1 0.30 0.18 0.34 
Comoros 6 2 10 6.7 4.7 5.3 0.03 0.02 0.02 
Ethiopia 7 7 13 9.6 9.7 10.6 3.11 2.43 1.63 
Gambia 6 3 9 5. 1 2.6 2.6 0.05 0.02 0.02 
Guinea 5 5 10 2.9 3.0 3.1 0.33 0.25 0.20 
Guinea-Bissau 1 1 4 1.1 1.1 1.8 0.01 0.01 0.01 
Lesotho 2 5 11 2.7 s.o 4.9 0.03 0.07 0.06 
Malawi 10 16 36 15.4 16.1 15.7 o.e5 1.04 a.es 
Mali 5 5 22 10. 5 10.8 13.2 0.50 0.34 0.57 
Niger 6 6 21 6.0 5.7 5.3 0.43 o. 33 0.44 
Rwanda 2 10 28 3.5 12.2 12.8 0.13 0.53 0.52 
Somalia 5 7 29 6.5 8.2 8.6 0.26 0.21 0.41 
Sudan 14 10 32 10.2 7 .1 7.0 3.56 2.02 2.29 
Uganda 9 4 57 7.5 4.8 4.8 1.05 0.63 3.03 
United Republic of Tanzania 9 8 25 10.1 7.8 7.9 2 .14 1.59 1. 70 
Burkin.a Fuo 6 7 2'- 10.9 14.6 13.9 o.5e 0.51 o.ss 

Source: Industry and Deve lopnent, No. 8, .January 1984. 



Table 4: Relationehip or CDP aise to ratio, i•porta to CDP, 198': 

tor 62 developinf countries 

aise of countries in saaple aeasured by CDP 

eaall 
sise <S5bn. 

aediu• 
S5<eize<S50bn 

! large I sise >S50bn 

--------------·-------
no. of countries 25 7 

in eaaple 

average CDP $2.5bn S21.4bn S127.9bn 

total GDP S74bn $5}4bn S895bn 

K/GDP (unweighted) 29.9% 23.9% 14.7% 

K/GDP (weighted) 28.0% 24.4% 11 .9% 

----------------- -------·-·-------
Source: compiled from World Developaent Report, 1985 

Appendix tables ' and 9. 

Note: K • value of imports. In a cases data are for 1982. 
Numerous countries were not included because of 
insufticien-t data. Countries with population of le~s than 
one million were not included in the data, aod the M/GDP 
ratio may be even higher for the smallest countries. 

For all these reasons, it ia plausible to teat tor an etfect of 

economic aise on international transport coats. 

The expectation that aaall econoaic aise would affect 

transport coats ia expressed in an UICTAD report (UICTAD, 1984, 

p.76) which states that: 

G 



Since econoaiea of scale appl7 to transport as to other 
sectors ~f the econoa7, it is to be expected that the LDC"s 
would face higher transport coats than developing countries 
in general. Other reasons vb.7 freight factors are likely to 
be higher on iaports fro• LDC"a are that these countries 
generall7 export goods vith lover value to weight ratios 
than other countries and that the7 aay have inferior 
transport facilities. 

Landloclced LDCa 

In addition to this potential disadvantage of saall economic 

sise, a further 15 LDCs are landlocked, including 11 of the 26 

African countries. This leads to additional costs of di,,tance 

due to the additional loading and other transfer costs involved 

and to the heavier costs of overland transportation as coapared 

with aoveaent b7 ship; to costs asBociated with poorly developed 

transport infrastructure in the tranai t country, resulting from 

that country's ovn poverty or lack of economic interest in 

developing infrastructure for the benefit of transit trade of 

•ore iaportance to i ta neighbour; and thirdly, to costs 

associ3ted vi th delays, irregularities, and uncertainties 

(including the possibility of theft) in the shipment of goods, 

particularly where there are political problems in the transit 

countr'J, all outside the control of the landlocked co11ntry. A 

separate eapirical question, therefore, is the quantitative size 

ot this second handicap and its i•plicationa. 

As ve shall see again later, it is not so much being 

landlocked which is the problea, but being landlocked by ot;her 

verJ poor countries, such that iaportant potential markets lie 

outside the ring of surroundin« countries: being surrounded b7 
high-incoae countries, like Switzerland, countries which provide 

good i••ediate aarkets, is poaitivel7 advantageous. 

7 



2. Some statistical evi~~nce on the effects of ... 11 econaaic aisa 

McFarland bas provided soae statistical eYidence of the 

effects of the level of developaent on transport coate. ueing 

U.S. import data which. giving relatively reliable f.o.b. and 

c.i.f. figures for iaports froa different destinations. allows 

one to calculate the transport cost eleaent. Tabla 5 giYes 

weighted average fntight factors b7 count17 catego17 and product 

category. This shove that the freight factor ia greater for 

advanr.ed and niddle developing countries than for deYeloped and 

greater still for the least developed: indeed the difference is 

Table 5: Vei1hted avera1e freilf t factors !?I leYel of 
development and product cate1orz, 1981 Percent) 

I 
I all 11anufactured agricultural aining I 

'products products products products 

Developed 
countries 5.2 5.3 9.7 12.0 

Advanced devel-
oping countries 6.5 7.3 11.0 16.6 

Middle develop-
ins countries 6.5 6.5 11.8 22.4 

Least developed 
countries 9.3 10.9 17 .1 24.4 

Source: Mcrar~Mnd (1983) 

Note: the freight factor ia the ratio of international 
tranaportation coats to the tree al~ngaide (f.a.a.) value 
or the product being •hipped. 

8 



•uch the •ore significant in the latter case, the foraer not 

beiug very large. In the caae of the least developed countriea 

substantial differen~•• ezist in the case of both agricultural 

acd aanufactured produr.ta, coapared vith the aiddle group of 

countries. and with aining products as vell coapared with 

developed countries and advanced developing countries. One of 

the characteristics or the LDCs as a category ia their saall 

econoaic size. 

The aaae study finds that the trauport disadvantage of LDCs 

has been increasing: since 1965 the freight factor for U.S. 

imports from all overseas sources declined fro• 10 percent to 4.5 

percent in 1981. in part for reasons of t&chnical innovation in 

transportation. Since the (percentage) fall vas greater for 

manufactured products the prices of which rose relative to those 

of non-petroleun rav aaterials. this benefitted the LDCa least. 

The data above are classified only by level of developaent. 

and not specificall7 by aise. Moreover, as noted in the UICTAD 

quotation reproduced earlier. one iaportant reason for the larger 

freight factor in developing countries' trade is the bulkier. 

lower-valu~d coaaodities which the7 ezport. While higher 

transport coats increase the likelihood of their dependence on 

auch products, this dependence in turn increases the transport 

margin. Table 5 allows for thie to soae extent, b7 providing 

separate data for different categories of product, each of which 

provides evidence of increasing coats: but these categories are 

highly aggregated, and leave open the poaaibilit7 of different 
"baskets" of goods within each category in part producing the 

divergence of freight factor. 

9 



Por theae tva reaaona ve have thought it worthwhile re­

e:ir:aaining the U.S. iaport data for 1 ~ for a selectio~ of 26 

specific coaaodi ties, for aore heterogeneous groupings of 

cowitries. The 26 representative coaaoclitiea are listed in Table 

A.1. 

Tatle 6 suaaarises the results, vith details for individual 

countries given in Table A.1. The percentage freight factor is 

negligible in the case of adjacent countries (Canada and Me:ir:ico), 

suggesting that c.i.f. and f.o.b. values are calculated at the 

bcrder rather than actual production centres vithin the countries 

concerned, which is aisleading of the advantage of Me:ir:ico, sa7, 

over Panama. The data does not suggest saall econoaic size is a 

particular cUsadvantage. 'fhe freight factor for saall Central 

Aaerican and Carribean L~untries, for instance, is 4.7, coapared 

vi th 5.8 for European and 5.0 large Latin Aaerican countries. 

This result aay in part reflect the advantage of pro:ir:iaity, 

although the iaportance of coffee and sugar, with high value 

relative to bulk, despite their being agricultural products, ia. 

probably the aore important explanation. tailarly the transport 

factor is not very different as betvean large and saall African 

countries. Interestingly, the freight factor ia significantly 

higher for East Asian IICa and potential IICs (7.,), coapared 

with African and Central Aaerican countries. Their obvious 

auccesa, nevertheleaa, in aanutacturing tor export au11eata that 

a transport disadvantage can be overcoae if other conditions are 

favourable. On the other hand, given the advantage of proxiaity, 

••all 1ise should not be a factor ~olding back export-oriented 

10 



Table 6: Freig!lt factors in U.S. iapor.;a. 1960, calculated for 
regi~nal countrz groupinga baaed on 2~ selected representative 
coaaoditiea 

Regional Groupings 

Adjacent countries 
E ~pean countries/Japan 
l Jlocked European countries 
European/Mediterranean islands 
Latin American countries 
Landlocked Latin Aaerica (Paraguay) 
Small Central American/Carribean 

countries 
East Asian NICs/potential NICs 
Low-incoae Asian countries 
Australia, N. Zealand, R.S.Africa 
Larger African countries 
Small African countries, not landlocked 
Small African countrieu, landlocked 

Freight 
Factor 
(J excess 
cif over 
fob) 

0.2 
5-8 
6.6 
e.4 
5.0 

~ 4.7 
4.5 

1.3 
9.7 
7.3 
5.9 
6.o 
5.3 

Mean of 
Ratios* 

0.185 
0.975 
1.003 
1 .131 
1.251 
0.958 
o.93a 

1.145 
1.667 
1.445 
1.237 
1.335 
1.137 

Note: *Mean of Ratios • mean of ratios of country freight factor 
~ for product to the factor for the product as a whole. 
Adjacent Countries • Canada, Mexico 
European C<'untries/Japan • U.K , Frar.ce, FRG, Italy, Netherlands, 

Spain, Portugal, Sweden, Denaarlc, Poland, Japan. 
Landlocked European countries • Switzerland, Austria, Hungary 
European/Mediterranean islands • Iceland, Cyprus, Malta 
Latin American countries • Brazil, Argentina, Chile, Uruguay, 

Peru, Colombia, Ecuador 
I.andlocked Latin Aaerican countries • Paraguay 
Small Central Aaerican/Carribean countries • Honduras, Nicaragua, 

Costa Rica, Bahaaas, Guyana, Doainican Republic, 
Guatemala, Salvador. Panama, Haiti, Trinidad, Jamaica 

East Asian IICs/potential IICs • Singapore, Hong Kong, Korean 
Republic, Taiwan, Phillipinea, Thailand, Malaysia, 
Indonesia 

Low-income Asian countries • China aainland, India, Bangladesh, 
Pakistan, Sri Lanka. Papua lev Guinea 

Larger African countries • Nigeria, Zaire, Ken7a 
Small African countries • Caaeroon, Senegal, Sierra Leone, Ivo17 

Coast, Congo-Bras., Mosaabique, Ghana, Liberia, Guinea, 
£thiopia, Tanzania, Mauritius 

Small African countries, landlocked • Swaziland, Zimbabwe, 
Malawi, Burundi, Uganda 

11 



drYelopaent in Central Aaerica. at least to the eztent that theae 

calculations are aean~~l. 

The aajor veakneas of the data liea in the dependence or the 

calculated freight factors on the coaaoditiea actuall7 traded. 

The •oat iaportant auch coaaoditiea are listed in Table A.2. In 

aan7 casea theae are the high-•alued (relatiYe to weight) 

agricultural products such aa coffee, augar and cocoa. 

Thia •&J' alao in part ezplain vhJ' thoae countries vhi".h are 

landlocked do not haYe •er7 auch higher freight factors: the 

European countries ahov a percentage of 6.6 coapared vi th 5.8 for 

the non-landlocked, Paragua7 haa a lov value (certainl7 coffee in 

thia caae) of 4.7, and the landlocked African countries actuall7 

have a lover value than the non-landlocked. 

To at leaat partl7 counteract the effect of actual traded 

conaignaenta, we have in addition calculated for each coaaodity 

traded the ratio of the individual country's freight factor to 

the product freight factor for all the countries trading. A high 

value would then show a transport disadvantage fa~ing the count17 

in question coapared with other countries ezporting the saae 

product to the U.S.A- The second coluan in the tables gi vea the 

aean, unweighted, of such ratios for all the products in the liat 

of 26 which the count17 exports to the U.S.A •• 

The value for European countriea, below 1.0, au11eate we 

could take thia aa a reference point. 'fhe value for Bast Aaian 

IICa/potential IICa 1• not auch above 1.0, au1aeating that, after 

all, their diaadvantage ie not ao great when traded product 
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coapoaition is taken into account. The low Yalue for aaall 

Central Aaerican and Carribean cGuntriea do~e not indi:ate, 

utill, a diaadYantage froa aaall econoaic size, though even then 

these ratios, not coYering all potentiall7 traded products, are 

not independent of actual traded product coapoaition. 

3. Direct nluationa of transport coeta froa aelec~ted African 

cwntries 

Ultiaatel7, the onl7 aeana or overcGaing this problea is to 

obtain direct figures for coat of shipping. This has been done 

for four selected products using quotations aade b7 regular 

shippers to the Crown Agents, for shipaent froa the U.K. to 

Africa. The coaaoditiea selected were enaaelware, leather 

footwear, cotton clothing and aachinery. These vary widel7 in 

respect of their value in relation to bulk, which is revealed to 

be a aajor influence on coats ot shipaent per freight tonne, a 

freight tonne being deterained either b7 weight or b7 cubic 

capaci t7 as one cubic aetre. '?he asauaption aade here is that 

the pattern ot transport coats troa the U.K. to Africa can serve 

as an indicator ot that in the reverse direction tor potential 

11a11utactured exports. 

The precise tigurea uaed tor ex-work• values ot one f reigbt­

tOD.De ot each product are not too iaportant, so long as realiatic 

and repreaentative values are taken: the tigurea uaed in the 

tirat three caaea were calculated •• aeana troa a •••ple or 5-6 

invoice• of ahipaenta b7 a Birainghaa-baaed •hipping agent. 

,, 



Because 'aachiner:r' varies so videl7 in nature !roa conaignaent 

to consignaent in this case an ez-vorka Yalue or £4500 was taken 

as realistic in relation to that obtained tor cotton clothing. 

The detailed breakdown or transportation charges ia derived rroa 

actual quot..tiona aade to the Crown Agents in lo"Weaber. 1ge5. It 

auet be stressed that quotatiom gi•en b7 shippers are volatile. 

va~ing between shippers and between regular and non-regular 

cuatoaera, cargoa • .-nd plecea, as well aa fro• week to veelc, so 

that it i, di!!icult to state preciael7 what ia !!!! coat or 

ahipaent of a partiwlar product rroa A to B. It 987 be the case 

also t:Wt the Crown Agents, as a -jor custoaer, are ottered aore 

ravourable quotations. There are also differences as between 

containerised and non-containerised cargo (the data here rerer to 

container cargo). levertheleaa the structure of charges ahovn 

here is likely to represent a realistic picture for these 

representative products at the end or 1955. 

The coat bre~dovn Biraingbaa-Koabaea is presented here as 

Table 7. Those tor other destinations can be consulted in Table 

A.2(a)-(g). Birainghaa vaa selected aa a representative 

industrial centre in the U.I. in the light or i ta central 

aituation. The data shows that tbe per,centage oncoet (over the 

ex-works value) fro• Birainghaa to the U.JC. port i• as great •• 

(or •ore than) the ocean freight to the African port. Coate of 

ahipaent (including traufer coats) .!!!: !!!!. aa:r alao be greater 

vi thin the U.IC. than over longer diatancea vi thin Africa. 

Inaurance ia not a perti'!Ularl7 large itea, here adding about one 

percent to coat. 
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Ta~le 7: Batimatecl total diatribt1tion coats, one freight tonne of 
cargo, Bil'lli!!§ba!-lloabaaa 

I 
Enaaelvare Leather Cotton I Machinery I I I rc.otvear Clothiq I I 

I £ % £ % £ j I £ % I I 
I I 
I I 
I I 
I I 

Priaary packed ex. :1150 100 2430 100 3000 100 14500 100 
worlts, Biraingbaa I 

I 
I 
I 

Packing into atronc: 69 69 69 69 
wooden cratea 

Collection and del- 24.60 24.60 24.60 24.60 
ivery to Liverpool 

Port charges 20 20 20 20 

r.o.b. Liverpool 1263.60 109.9 2543.60 104. 7 31 tJ.60 10}.8,461J.60 102.5 
I 

I 
I 

Ocean treiBbt, net I 
I 

or currenq bunker 96.19 (8.4) 128.24 (5.3) 8}.J6 (2.8): 115.42 (2.6) 
adjustaent factors, I 

I including loading I 
I 

I I 
C I F Moaban : 1359.79 :2671.84 :}196.96 '4729.02 

I 
I 

Vharfage @ 1 .5j I 

I c.i.r. Me>11basa I 20.62) 40.52) 48-48) 71.72) 
Port coats I 11.00) (J.6) i 11.00) (2.5) 11 .oo) (2.}) 11 .oo) (2 .1 ) I Delivery to store I 10.00) 10.00) 10.00) 10.00) 

I 
I 

Inaurance@ 0.7775%: 11.99 (1.0) 2}.}8 
I 

(1.0) 27.94 (0.9) 41.24 (0.9) 

I 
I 

c.i.t.ll011baaa atorei141}.40 122.9,2156.74 113.4,3294.38 109 .8,4862 .98 108.0 
I I I 

I I I I 

The freight factors ctalculated tor the four repreHntative 

producta to different African destination• are auaaarised in 

Table 8. The destinations have been aelected to provide a 

coapariaon between countriea of aaaller and larger econoaic aise, 

landlocked and non-landlocked, on both aid•• of the continent. 

The upper part of tbe table givea the percentage oncoat to the 



destination over tbe Biraingbaa ex-works value, and the love~ 

part gives the ratio or these freight racton to that ror cotton 

clothing, used as a rererence point. 

Ve aa7 coaaent tirst on the sise of the freight factors 

coapared with those calculated b7 llcrarland in Table 5. Tbe 

freight factors of 13..4 and 9,8 percent Biraingbaa-lloabaaa, tor 

i:istance, are high in relation to the 5.3 percent in Table 5 for 

aan~factured products iaported b7 the U.S.A. froa developed 

countries or the 6.5 percent rroa '•iddle developing' countries, 

and consistent with or g:-eater than tbe 10.9 percent for least 

developed countries. The7 are aignificantl7 higher than the 

freight factol"s in Table 6 (5.8 percent for European countries 

but only 6.0 percent for aaall Atrican countries) where the 

figures reflect coaaodities actuall7 exported. Coapared with tbe 

McFarland figure cited and in relation also to the differences 

shown in his table between developed and least deYeloped 

countries, soae or the figures here, such as the 22.7 percent for 

footwear to Bujuabura an~ the 40.5 percent for enaaelvare to 

Bujumbura are aatronoaic. Since llcParland's tigurea are baaed on 

c.i.f./f.o.b. differences we ahould coapare rather the fiprea in 

brackets in Table 6, baaed OD f.o.b. Liverpool values, but theae 

are still relatiYel7 high. 

Proa Table 6, the effect of aaall econoaic aise doea not 

appear substantial. Deapi te lloabaaa'a far larger Yoluae of trade 

coapared with Dar ea Salaaa, for instance, the percentage oncoata 

nre identical. Siailarl7 the percentage oncoata for Lagoa are 

not aignificantl7 different fro• those of Accra or Banjul deapit• 

Nigeria'• auch •ore aubatantial econoaic aise. Then coat• are 
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Table 8: SUlllWarJ of freigl!t factors tor different deetinationa 
f~r four repreeentatiYe products, &D~-1985 

Percentage oncoata over ex-works Yaluea 

Destination enaaelvare 

Moab&.~• 22.9 
Dar es Salaaa 22.9 

- lloahi 27.0 
- llvansa 28.8 

Banjul 20.3 
Accra/Teaa 25.8 
Lagoa 22.5 
Ouagadougou via Abidjan1 35.9 
Bujuabura via lloabaaa 1 40.5 
Blantyre via Durban l 32.8 
Mean, all deatinations1, 27.95 
Difference in aeana 1+15.84 
( froa cotton clo·thing) 1 

(11.9) 
(11.9) 
(15.6) 
(17.2) 
(9.5) 

(14.5) 
(11.5) 
(23.7) 
(27.9) 
(20.9) 
(16.5) 
(8.5) 

leather 
footwear 

n.4 (8.4) 
n.4 (8.4) 
15.4(10.2) 
16.2(11.C) 
11.2 (6.2) 
n.5 (8.4) 
12.2 (7.2 
17.7(12.5) 
22.7(17.2) 
17.3(12.0) 
15.08(10.0) 
+2.97(2.0) 

cotton 
clothiq 

9.8 (5.8) 
9.8 (5.8) 

11.4 (7.3) 
12.1 (8.0) 
9.3 (5.4) 

10.8 (6.7) 
10.2 (6.2) 
14.6 (10.5) 
17.6 (13.3) 
14.8 (10.6) 
12.11 (8.0) 

( - ) 

8.0 (5.4) 
8.0 (5.~) 
9.1 (6.4) 

10.0 (6.9) 
6.6 (3.9) 
7.9 (5.3) 
rf.1 (4.4) 

10.2 (7.5) 
1').8(11.1) 
10.8 (8.1) 
9.30(6.4) 

-2.81 (-1.6) 

Mean, coastal countrfesl 22.88 (11.86) 
Mean, land~ocked cos. 1 36.40 (24.17) 
Difference in aeana l+13.52(+12.31) 
(coastal a landlocked) : 

\2.;4(7.72) 9.95 (5.98) 7.52(4.ee) 
19.23(13.90) 15.67(11.47) 11.60(8.90) 
+6.49(6.18) +5.69(+5.49) +4.08(+4.02) 

I 
~~~~~~~~~-·~~~~~~ 

s .. 11 a large countries 
Moabasa 
Dar ea Sal­
Banjul 
Accra/Teina 
Lagoa 
Coastal 4 landlocked 
lloabasa 
Bujua'bura 
Blantyre 
Accra/Teaa 
Ouagadougou 
Mean (coastal) 
Mean (landlocked) 

Ratios or oncoat percentages 

2.337 
2.337 
2.183 
2.359 
2.206 

2.337 
2.301 
2.216 
2.389 
2.459 
2.290 
2.325 

1.367 
1.367 
1.204 
1.250 
1.196 

1.367 
1.290 
1.169 
1.250 
1.212 
1.277 
1.224 

1 
1 
I 
1 
1 

1 
1 
1 
1 
1 
1 
1 

0.816 
0.816 
0.710 
0.731 
0.6~ 

0.816 
0.784 
0.730 
0.731 
0.699 
0.754 
0.738 

Figures in brackets ahov percentage oncoat over f.o.b. Liverpool values. 

1 Excluding thoae within Tansania. 

liaited to direct ahipping coata, of course, and do not take into 

account such indirect ~nd perhaps quite iaportant coata 

associated with infrequency of service tor instance affecting the 
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capacity to respond effectiYel7 and quickly to overseas aarket 

de~ands, longer periods in transit, or unpredictability of 

delivery. 

Being landlocked baa a aucb aore significant effect. The 

percentage oncoat for cotton clothing f o~ ezaaple. juape fro• 9.8 

at lloabaaa to 17.6 at Bujuabura. The aean for enaaelvare to 

~oastal countries ia under 23 percent coapared with over 36 

percent for landlocked countries. For products in the aiddle of 

the value per freight tonne range, footwear and cotton clothing. 

the oncoat is 10-13 percent for coastal countries and 16-19 

percent for the landlocked cou~tries. 

What aakes the greatest difference to the percentage oncoat 

proves to be th& type of product. specifically value relative to 

weight or bulk. The aean for all destinations is close to 28 

percent for enamelware - coapared vi.th just 12 percent for cotton 

clothing. Looking at the ratios in the bottoa half of the table 

it can be seen that the pattern of ratios for different products 

ia alaost the aaae for aaall and 'large' countriea ~nd for 

landlocked and non-landlocked countries, suggesting that the 

relative iapact of different values per tonne ia independent of 

these factors. The absolute iapact aay be a different aatter 

since the 36 and 40 percent oncoste at Ouagadougou and Bujuabura 

reapectivel7, for ezaaple, aa7 exceed the level where even 

aanutacturing industries which can take advantage of cheap labour 

in the LDC can tolerate, where the lover values at Koabasa aight 

fall within the li~its ot tolerance. A low value ez-vorks such 

••the £1150 per tonne here for enaaelvare will therefore produce 
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a strong coaparative disadvantage in ezport production and in 

genera! the data points to the need to concentrate on higher­

valued (per tonne) aanufactured g~ods for ezport and to high 

natural protection for production of low-valued (per tonne) goods 

for the doaeatic aarket. 

Aa already streaaed the aftrgins revealed by these quotations 

relate only to direct coats of ahip•ent. In the case of 

landlocked countries the probleas of delays and general 

unpredictability associated either with bureaucratic interference 

in the transit country or in some cases political dislocation, or 

losses from daaage or theft (not fully coapensated by insurance) 

can not only add greatly to costs but interfere with the capacity 

to deal in foreign aarketa. The capacity to deliver to overseas 

markets on a reliable basis may be affected in both directions, 

availnbili ty of imported inputs becoming less reliable as well as 

t~e supply of the finished product. 

The freight factors calculated above will also be increased 

to the extent that the manufactured goods produced incorporate 

some import content, in the fora of capital equipment as well as 

materials and coLponenta, which itself has an infldted element of 

international transport. Data for precise ctilculation are not 

readily available, but illustrative calculations are shown in 

Table 9, asau~ing in each case that the import content amounts to 

'O percent of the es-works value, that it is subject to the 

freight factor already calculated fo~ machinery, and that the 

freight factor from Africa to Europe ia identical to that in the 

reverae direction. Thia adds a significant amount to the aize of 

the freight factor in all caaea. The absolute increase in the 
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Table 9: Effect on freight factors of aeeuaed iaport content of 
the goods manufactured1 

Freight factor 
(Percentage oncost) Absolute ?roP')rtiona u 

co-odity and vith transport increase increase 
destination/ as already oncost on JO% in freight in freight 
origin calculated iaported capital factor factor 

content % % 

Footwear 
M'labasa 13.4 16.0 2.6 19.4 
Bujumbura 22.7 27.4 4.7 20.7 

Accra/Tema 13.5 16.0 2.5 18.5 
Ouagadougou 17.7 21.1 J.4 19.2 

Enaaelware 
Moabasa 22.9 25.7 2.8 12.2 
Bujumbura 40.5 45.9 5.4 13.3 

Accra/Tema 25.a 28.6 2.8 12.2 
Ouagadougou 35.9 39.a 3.9 10.9 

Cotton Clothi.!!I 
Moabasa 9.8 12.3 2.5 25.5 
Bujumbura 17.6 22.0 4.4 25.0 

Accra/Tema 10.8 13.3 2.5 23.1 
Ouagadougou 14.6 17.9 }.3 22.6 

1 Import content of goods calculated aa 30% of ex-works value in 
African country, subject to freight factor calculated already for 
machinery. 

sise of the freight factor is slightly higher in the case of 

enamelware (the gr J vi th low value to bulk). But since export 

production of goods such as this aay already be ruled out, it is 

worth noting that the proportionate increase in size of freight 

factor - some 22-25 percent in the cane ot cotton clothing -

increases for higher value-to-bulk goods, i.e. inversely with the 

size of freight factor: decreasing the co•petitiveness of those 
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gooda that the countries in question aight have had in relation 

tc tbeae goods. The proportionate change is about the saae for 

landlocked and non-landlocked countries, the absolute increase 

larger for landlocked. Since even within the category of least 

deYelope~ countries there is potential coapetition as supply 

centres to developed country aarketa between the large nuaber of 

islands and coastal countries en the one band, and landlocked 

LDCs on the other, the eleaent of iaport content will add a 

further iaportant disadvantage in the latter's case. 

Beferen<;.t should be aade to two iaportant issues with policy 

iaplicationa raised by Yeats. In one paper (Yeats, 1977), baaed 

on data froa India, he shows that .!! valorea transport rates for 

aoae iaportant products tend to escalate vith each stage of 

processing in the aaae vay as tariffs, compounding the negative 

effect on the growth of processing industries in developing 

countries. In his book (Yeats, 1981), he deaonatrates that 

tariff valuation procedures using a base of c.i.f. rather than 

f.o.b. figures severely disadvantage exports from developing 

countries and particularly those landlocked countries for which 

freight facton are highest. He notes (p.89) that many products 

with production characteristics that make thea especially 

suitable for developins countries have freight factora which 

ranp froa 20 tn 50 percent or aore. 

3. General laplicationa of hilh external transport coats. 

The effects of high external transport cos~a are in aany 

respects opposite to those of small market aise, for ti·ansport 

coats provide a 'natural' barrier to trade, favouring the 
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doaeatic rather than the external aarket, and thus tend to reduce 

the rstio of trade to GDP. Saall countries with high external 

transport costs could be said to have suffered diaadTaDtages in 

producing for both doaestic and external aarkets, despite the 

natural barrier advantage. However Pigure 1 illustrates the 

effect of the latter. Assuae that •saa11• countries 1 and 2 haYe 

equivalent doaestic deaand and supply functions for steel (say), 

DD and SS (saall aeans here that iaport supply and export deaand 

elasticities are infinite, so that, for traded goods, prices are 

set externally, with trade adjusting for supply-deaand 

differences). Country 1 faces higher external transport cost 

than country 2, since the difference between what would be paid 

for imported steel (M1) and what would be received for steel 

exports (X1) is much higher than M2-X2. For country 1, the 

domestic equilibriua (e) lies between the import aupply price 

CM1) and the export deaand price (X1 ), resulting in steel being 

non-traded. Quantity OB will be produced (and consuae:J). Por 

country 2, the export deaand price (X2) lies above e, so that 

steel is exported (note that the import SUJiply line for a given 

good always exceeds the export demand line, since the foraer 

includes transport coat). Quantity OA will be conauaed and AC 

will be expo .. ted. An important point of the diagraa is that it 

shows that high tranepvrt coats iaply that many good• which would 

be traded in the case of low tranaport costs becoae non-traded. 

The effect of high tranaport coats aay be either to reduce 

the net return received by producers for undertaking an export 

activity or to aake this activity non-competitive and non-viable. 

The first effect will moat often hold in the case of priaary 

products where farmers and other producers are price-taker• in 
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the world aarket, and will reault in lover incoaea per unit of 

effort or resources used up in production. 

Fipre 1: Iapact of transport coat on trade, production and 
conauaption: hip and lov coat countries compared. 

•• •• 

.. 

t--------~~-.,......,,.,c...u...~--'--~-----. ,._.. .......... , 
I 

I 

... , .......... 
"., .. ._. . 
., •C.•. •>•. _ , ..... lllll·•-·--· .......... 

• L------------r---W--+------.....,,..__.-= •• , 

A numerical example may serve to indicate the orders of 

aagnitude involved. Suppose footwear aa7 be produced either in 

Accra or Bi raingha•, and that the wage bill at U.K. wage levele 

aaounta to 30 percent of the ex-works value. The freight factor 

in either direction is 15 percent of the u.1. ex-works price, but 

••••urea the transport disadvantage faced by Ghana in suppl7ing 

the U.I. aarlcet (compared with 13.5 percent calculated above tor 

Accrafl'eaa). Aasuaing Ghana is a price-taker in the U.K. aarket 

and ia able to absorb the export oncoat onl7 via reduction in the 
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wage bill, the 15 percent would need to coae out of the 'O 

percent for the wage bill, iapl7ing wages at just half the u.1. 

level. If the transport oncoet were higher, at 25 percent 

(coapare 22.7 percent for footwear Birainghaa-Bujuabura), a 

siailar calculation would allow wages of only one-sixth of the 

U.K. level. This indicates that even for coa!"tal countries the 

transport factor aay significantly erode the cheap labour 

advantage of a developing countl'J in relation to aanufacturing, 

but that for landlocked countries the effect on the return to 

labour aay be catastrophic. 

In the case of agricultural export coaaoditiea, there aa7 be 

no choice but to accept a reduced return to labour. the 

alternative being purely subsistence agriculture. If a high­

priced export crop is involved, such as coffee, incoaes aa7 still 

be very satisfactory and since there will not be the eaae problaa 

of economies of scale in production - peasant faraing units being 

entirely viable - small econoaic size (of country) aa7 not affect 

the viability of production. Thia aay not hold in the case of 

manufacturing where capital is aobile and able to seek 

alternative locations, not leaving labour the option of accepting 

a lover wage. 

Table 10 ahova the neglig'!.ble extent of aanufacturing for 

export in the African least developed countriea. Th••• 

frequently aaount to no aore than a few per cent of export•, 

which are overvhelaingly of pria81·~- product.. Such IUUUlfacturecl 

exports as exist are invariably resource-baaed, vegetable oila, 

for example, animal feeding stuff (cattle cake fro• oil aeeda) or 

manufactured tobacco. 
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As stated at the outset. saall doaestic aarkets aake a 

standard iaport-substitution strategy even aore probleaatic: 

this aay also affect potential for export of aanufacturea vbere 

doaestic production vould haYe proYided the foundation required 

for subsequent export proaotion. Exports to neighbouring 

countries are often of this type. Kore generally Srinivasan 

(1965. p.1) states that 

even if there are no constraints on size of the aarket for a 
product because of possibilities for export. to the extent 
that penetration into foreign aarkets depends on the 
experience g•ined in producing and selling in the doaestic 
aarket. saallness of the latter aay preclude export 
developaent. 

It has been reaarked elsewhere (UBIDO. 1983b. p.56) that the 

saall LDCs ·are utterly lllcking in the institutional 

infrastructure needed for export proaotion policies' and that 

transnational enterprises with their extensive aarketing net•ork 

throughout the world. and their acquired skills in this 

direction. might be the beat aeans. or one aeana or overcoaing 

this problem. TRCs may be persuaded to locate in a country for 

offshore production and export. taking advantage or cheap labour 

or tax concessions, independently of any doaestic aarket: but 

the existence of such a aarket could undoubtedly provide a reason 

for selecting one location rather than another - Brasil, say, 

rather than Ghana. Industries which are directed siaul taneoualy 

towai·ds doaestic and export aarkets have been referred to as 

'Janus' industries.1 It these are iaportant, saall econoaic •is• 
can handicap a countl"J''s industrial progress in both domestic and 

export aarketa. 

-----------------------------------------------------------------
1After the Greek god Janus who faced in tv~ directions. 
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Table 10: Export structure of I.Dee: lead~ exports and share oi 
different mufactured exports in total (j , 1961 

Countr.J ! Leading exports !mufactured exports and prorrtion I i of total doaestic exports (~ 

- ---------· I I 1----------------------------~ 
Benin !cocoa !ceaent. building products (5.74) 

lfixed vegetable oiliani-1 feediq stuff(4.21) woven 
cotton 1cotton fabrics(2.10) clothing(1.44) 

Botevana 

Burkina 
Faso 

n.a. 

cotton 
live ani•ls 

1oil seeds. nuts.etc 
I 

;other inorganic cbeaicals(1.~) 
cereal. etc. prepartiona(0.69) 

a.a. 

----------:--------------~--------~---------------------
Burundi !coffee textile yarn and thread(0.11) 

l laniaal feeding stuff(0.11) 

----------· ·-------------------------------' I 

Cape Verde !fresh fish !tinned fish(12.07) animal faediDB 
'other crude aineralistuff(1.62) aachinel'J' for spacial 

1induatries(0.56) aetal mufacturea 
;n.e.a.(0.44) power .. chinery. non-
1electric(0.41) 
I 

---------------------------~1-------------------------------
Central 
African 
Rep11blic 

1 

diaaonds lveneera. plywood. etc(1.30) tobacco 

1coffee !atres(1.27) natural abrasives(0.70) 
1 1coal and coke briquettee(0.69) rub-i lber. crude. synthetic(0.24) proces-
1 1sed animal vegetable oil, etc(0.16) 
I I 

-----------1--------------~l---------------------------------
1 ' Chad lcotton :cotton fabrics, voven(13.45) aniaal I lfeediDB stuffs(o.93) alcoholic 
, 1beverages(0.41) leather(o.39) sugar I ;and honey(0.16) 

----------I 1--------------------------------
Ethiopia ! coff e•. hide• and !uii .. l feeding etuff(1.01) 

l•kine iproceaaed aniaal vegetable oil(0.33) 

-----------1 1----------------------------------
Caabia ! oil eeeda, nute.etc!r1xed vegetable 011(31.6) an1 .. 1 

i lfeedinc atuff(12.46) clothing{0.72) 
1 1gold, eilver, jevell•l'J'(0.47) 
I I 

-------------· '--------------------------------
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itobacco. eupr.tea :clothing(0.66) teztile 7arn and 
1 :thread{0.49) ani•l reeding aturf 
i i (o.44) rootwear{0.,9) teztile 
1 1proclucta. nea(0.34) 
I I 

llalavi 

___________ , _________________ , ______________________________ __ 
I I 

llali :cotton. oilaeeda :cotton fabrics, voYen(2.0) animal 
J :reeding atutf(2.0) leather(O.,) 

-----------: :--------------------------------
Kiger !non-f e rroua baaic !tobacco afrea(3.25) cotton rabrica, 

:aetal ore :voYen(0.54) non-cotton vowen tezt-
: :ilea(0.25) coal, coke briquette• 
: ;co.2:5) -chiner:r tor special indua-
: 1triea{0.14) lace, ribbona,etc(0.11) 
I I ___________ , , ____________________________ __ 
I I 

:coffee lto7s. aportinc gooda etc(0.04) 
: 1teztile J'8rD and thread(0.03) 
: :clothing{0.0:5) 

Rwanda 

I I 

-----------:-----------------1--------------------------------
Sierra ! d iaaonda, natural !ani•l teediq atutr(1.05) 
Leone :abraaiYea, non- :rized yegetable oil, nonaoft(1.86) 

:ferrous baae aetal : 
1ore, cocoa, corree : 

I 

----------------------------:--------------------------------
so .. lia live ani .. la, !tinned aeat, leather 

fresh fruit and nut: 
I 

----------------------------1-------------------------------1 

Sudan ,oilseeds, etc. :ani .. l reeding stuff(3.39) 
!cotton lrized vegetable oil, nonaoft(2.40) 
,cereals. nea 1teztile yarn and thread(0.63) 
I I __________ , ________________ , ____________________________ ___ 
I I 

:crude fertilisers :ceaent,etc(10.64) petroleua product 
!cocoa 1<1.32) iron and steel ahapea(o.71) 
, 1cotton rabrica, voven(0.61) 

'l'ogo 

I 1-chinea,nea, non-electric(o.43) 
1 1clothing(0.4) ani .. l feeding stuff I i<o.26) teztile producta,nes(0.26) 

-----------' ·--------------------------------' I 

Uganda 1cof'f'ee !electrical ener17(0.53) teztile 
lyarn and thread(0.13) iron and 
1ateel shapea(0.10) iron and steel 
lplate and aheet(0.07) iron and 
1ateel pri .. r:r foru(0.06) organic 
!cheaicala(0.05) 

----------------------------!------------------------------~ 
United 
Republic of 
Tansania 

1coffee, cotton, !an1 .. 1 feeding atuff(2.22) apecial 
!caahev nuta, apice•iteztile producta(1.98) 
I I 
I I 

~---------' ·------------------------------~ Source: __ Handbook __ of International Trade and Develop•ent Statiatica, 
1984, Supplement 
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The data proTided aboTe baTe indicated the aise of the 

relat~Ye transport handicap raced b7 the landlocked aaong the 

least deYelopecl countri~a. It is neceaa&l'J' to be aore specific 

about the nature or thia handicap, pa~ticularl7 aa transport 

coats between port citiee and interior areaa of ,!!!!!-landlocked 

countries aay be juat as large and are frequently larger than 

thoa~ of the landlocked. One apecific difference is that 

transport coats to the interior are in the latter caae pa7able 

in foreign exchange, and generate incoaea to nationals. An 

obYioua problea, aecondl7, is that the countr.J in the roraer caae 

retaina control oYer procedures, conditions, facilities and rates 

affecting transport, including transport inveataent. Thirdly, 

due to the iaport content of manufacturing, a large proportion of 

aanufacturing ia frequently located at the port, aa at Lagoa, 

Accra, or Moabaaa: in the caae of landlocked countries this 

locational factor takes i~duatr.J out of the countr.J altogether. 

Related to this, fourthly, labour aobility peraits aigration to 

the coast in search or eaployaent, where alao a significant part 

of the national (urban) aarket ia found. The aaae aobility for a 

landlocked countr.J to coastal countr.J industries doea not exist, 

and an7 eaployaent obtained abroad ia lesa secure and leaa 

durable than eaployaent at hoae. 

The effect of tranaport coata·on the location of industry is 

particularlJ critical for landlocked countries because of 

reliance on foreign inveataent mid the international aobility of 

TICa. There i• no obvioua reaaon to locate in the landlocked 

countrJ rather than the tranait, coaatal countl"J', particularly aa 

the doaeatic aarket of the la~ter ia alaoat invariablJ the larger 

or the tvo: and indeed there will alway• be aany coastal 
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countries - and ialancla - to choose froa. Landlocked countries 

••7 thus be at the end or a long queue fro• the point or view of 

internationalq footloose induatr"7. with aaJl7 iaplicationa for 

their .!!!!!4 .!!!!!. developaent. 

This will appl7 •lao to the location or induatr"7 geared to a 

local regional -rket as well as to overseas aarkets. Here the 

iaport content or aanufacturing with weight loss in processing at 

the port will be iaportant also. as alread7 aentioned. One 

example or the iapact of this is cited b7 Sel11J1l (1973. p.5}: 

Thus in the trade between Upper Volta and the Ivoey Coast. 
BOS of Upper Volta's ezports to the Ivo~ Coast in 1969 
consisted of live aniaals and aniaal products. and a further 
15% of vegetable products. Ivor7 Coast's ezports to Upper 
Volta were far aore diversified, including ceaent (15.6%). 
wood and cort products (10.JS), teztiles (9.6%), cheaical 
products (9.2%). transport products (8.6%). food, drink and 
tobacco products (5.6%) and base aetal products (4.9%). 
This structure clearl7 shows the peripheral relation of 
Upper Volta to the Ivoey Coast econoay. 

A siailar fate aa7 befall Uganda, for instance, in relation to 

Ken7a. The effect of ezternalities in producing polarisation of 

industry around established centres will tend to render this 

cumulative. 

Bven though landlocked LDCs are particularl7 disadvantaged 

ae a sub-group. the least developed countries theaselvea 

constitute a special group with a nuaber of coapounded 

disadvantages: aaall doaestic aarket; high e:a:ternal transport 

coat; a poor resource base (in aoae cases there is the good 

fortune of ainerals which however do not create significant 

eaplo7aent or videl7 spread incoaes}; veey often a aeai-arid 

cliaate producing a weak agricultural econoa7 lacking potential 

linkages with industry and creating a special problea or labour 
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absorption; and Yicioua circle eftects due to povert7, such aa 

underdeYeloped transport and other infrastructure, low eaYinga 

and lack of education and technical/llllllagerial know-bow. 

The problea of labour absorption needs special eaphaaia 

since the adYent of aedical services in seai-arid countries, by 

reducing the death rate, ia resulting in a specific population 

problea affecting countries which haYe a fragile resource baae 

and aa7 face increaaingl7 serious probleas of resource 

conservation in the Cuture. While countries vith a fertile 

agriculture can uae thia to bu7 tiae, the agriculture sector 

serving as a 'sponge' to absorb population pending the eventual 

developaent of aanufacturing, it is aore difficult to see even a 

teaporary solution in ao .. of the seai-arid countries. 

An obvious advantage vhich LDCa aight exploit, for labour­

intensive export aanufacturing, is cheap labour. A aajor problea 

here is that the nuaber of candidates for location of such 

enterprise is far greater than viable: just as in the case of 

primary product exports, there aa7 be a "fallac7 of coaposition• 

in expecting that ••DJ nev such centres cab be established. The 

entire sub-group of LDCa in fact, aa7 be late-coaera or rather 

'last-coaers' in thia respect. 

It ia quite poaaible, therefore, that the exiating gap 

between thia aub-group and other developing countriea will widen. 

Table 11 showa that the LDCa have experienced a lower growth rate 

of manufacturing value added, and that this rate baa alao fallen 

behind that or GDP over the decade, particularly during 1975-80, 
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iapl7iq a falling share or llYA in CDP. vhile tbia baa not been 

true in other African countriea.1 Table 12, relating to all 

LDC•. above that their incoae per bead was only an eatiaated 2J 

percent or that in all developing countries h 1981 and that this 

figure aight actually Call. to below 18 percent bz 1990: 

auggeating that there is a clear aegaent of the world's 

popalation which ia extreael7 poor and becoaing, in relative 

teraa. progreaaivelz poorer.2 

4. Specific iaplicatio!!. _!!!!: industrial developaent policz 

One or the cleareat iaplications of Table 8 incorporating 

our international transport coat calculationa ia the sensitivity 

of the freight factor to the value of the coaaodity relative to 

weight or bulk. Thia points to identification or high value-to-

bulk coaaoditiea ror the export aarket, as those aoat able to 

bear high external transport coats3, and to doaestic production 

rather than iaports. when this is feasible. where low value-to-

bulk goocf a are needed at hoae. 

The latter aaz tie in with a second criterion, the 

aaziaisation of local content. Thus instead of iaported 

-----------------------------------------------------------------1 

2 

' 

Statietical data on aanufacturing value added is often 
aieleading when the industrial sector is coaparatively 
underdeveloped, because it aay reflect processing or a 
single •ineral or one or two high-valued crops, e.g. sugar 
and tobacco in Malawi. 

The CDP per capita figures quoted here cannot be considered 
Ye17 reliable indicatora, of course, tor vell-knovn reaaona, 
but the a-neral conclusion aay nonetheless atand. 

Thia hu to be qualified to take account ot resource-baaed 
export coaaoditiea, as diacusaed presently. 
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Table 11: Expanaion or aanuracturing Yalue added in the least 
developed African countries, 197<>-80 

I 

Real growth rate or : Real growth or llYA 
Grouping llYA (j) : leas that or CDP(S) 

I 

----------~!~-----------• I I I 

I 1970-75 1975-80 11970-80 I 1970-75 1975-80 11970-8() 

21 least developed 3.0 2.1 2.6 0.2 -1.4 -o.6 
countries 

Main oil-exporting 11 .6 9.1 10.4 4.1 0.7 2.4 
countries 

Other African countries 5.2 3.9 4.6 1.6 0.1 0.8 

Source: UMIDO Secretariat (1983a) 

1able 12: Per capita GDP and population in different regions or the world 
in 1981 

Country Grouping 

I 
I 
I 
I 
I 

GDP per ca pi ta 

l 1 ; Annual averagf• jProjected 
lPopulationlValue inl growth rate lvalue in 
: 1981 l 1981 : (~) : 1990 
I <1111> i cs> 11960-10'1970-eo' cs> 

------------: ·--·----------
Least developed countries 

(LDC a) 
All developing countries 
Developed market econoaiea 
Socialist countries or 

Eastern Europe 

LDCa as % or all developing 

LDCa as % ot developed 
market economies 

Source: UNCTAD (1984) 

1 292 

2280 
789 
383 

12.a 

37.0 

32 

227 

1003 
9723 
5005 

22.6 

235 

1'20 
12143 
7374 

11.e 
1.9 



enaaelware, or doaeati _. _y-produced enaaelware vi th a high 

iaport content and low value added, doaeatically-produced cooking 

pots and containers can be used. Thia would aiaply be a response 

to coaparative advantage and is, of course, already in evidence 

in developing countries, particularly those landlocked countries 

with exceptinnally high external transport coats. A aajor 

exaaple of a coaaodity produced with aaxiaua local content (and 

labour-intensive construction techniques) is, of course, housing, 

while fumi ture, baskets and aats (serving as carpets), and other 

household equipment and agricultural transport (ox-carts) are 

others. 

Raxiaisation of local content is related to an emphasis on 

'appropriate products'. Care should be taken in the use of this 

latter term, not to imply that consumers in particular countries 

should be content with inferior products or forms of the product: 

rather, it is suggested here that the moat should be m•de of 

comparative advantage, selectively, in the choice of domestic 

production or manufactured goods and, related to this, ot choice 

or technique1. Thus it will not make sense to eschew factory 

production of cheap leather or plastic shoes vi th high import 

content, or even importation of cheap shoes, in order to protect 

laborious production of the hand-made article. Thia would not 

promote the attainaent of basic needs. On the other hand the 

pushing of import-substituting industrialisation beyond the 

limits of a very narrow domestic market, such that factoriea 

exhibiting colossal excess capacity have to be subsidised 

directly or through tariff and import controls, aa in Soaalia, 

-----------------------------------------------------------------
The theoretical baaia ot these arguments is explored at some 
length in Stewart (1977). 



tor instance. should be aYoided. The suggestion here ie that 

ettorta be aade to identif) local products which can perfora the 

equivalent function. and thus econoaise foreign exchange at 

aini11U11 cost to conauaera. 

In aoae cases advertising uid sales proaotion by expatriate 

or other large-scale enterprises has influenced tastes in the 

direction of 'Western' products produced by aore capital­

intenaive aethods. An exaaple is traditional bread versus the 

factory-packed 'English' white bread produced in aany African 

countries. particularly for the benefit of urban conauaers but 

nov extending into rural areas. Middle Eastern oven-baked flat 

bread produced by saall enterprises. or the Indian chapati, might 

be more suitable types of product to encourage here, and saall 

enterprises producing such a product should be given at least 

equivalent ·assistance aa the large firm. 

Similar considerations can be extended to energy, where 

charcoal supplies need to be preserved and hydro-el@~t~ic power 

may be available. 

Maxiaiaation of do~eatic value added together with 

ainiaiaation of transport coat content aay be secured in aom" 

caaea by iaporting and distributing a baaic inpu\.. Thus sheet 

aetal aay be iaported and converted locally into basic iteaa such 

as veter containers, cases or pipea using vhat scale of 

production the aise of the aarket can aupport. Very often 

internal coat• of tranaport for auch items ia aubatantial, and 

can be reduced bJ producin1 the• throulh a diaperaed local craft 

induatry. Thus in Tansania in the early 1970s supply of aheet 

J4 



aetal to artlaan• worklnc under the lational Saall Induat17 

Corporation (ISIC)'a proaotional acheae proved ftl'J aucceaatul.1 

Production or appropriate eood• aq aore generalq be United 

to the proaotion or aaall-acale induatr7 and lnroraal sector 

aanufacturiag. AdYocatea or aaall induat17 and inroraal aector 

de•elopaent prograaaea aoaetiaea have roaantic notions or their 

potential, but clearl7 the· tvo condl ti one obtaining here 

(particularl7 in aaall lendlocked countries), a reatricted 

doaeatic aarket and high external tranaport coat• affecting the 

iaported good, together create the situation aoat favourable to 

the econoaica of auch production. 

While iaport-aubatituting factor7 production generall7 

benefits froa substantial protection and priority in foreign 

exchange allocations, saall and naral industry uauall7 obtains no 

such assistance and suffers chronic probleae of access to credit, 

equipaent, aateriala and aeane of obtaining iaport requireaenta. 

The nature and •~op1 of the product• involved and eoae of the 

difficulties encountered bJ their producer• are indicated bJ the 

following obaervationa of ~hula and laleka (1984), baaed on a 

recent aurYe7 of artisan induatr7 in the lchelenge District of 

Zaabia: 

Coaac.n products bJ carpenters include boat., wooden doora, 
window and ~oor rraaea, chaira, dining and aide tablea, babJ' 
cote, atoola, cupboarda, bookahelvea, wardrobe• and ao 
forth. The aore proainent carpenter• do engage in 
upholater7 work, producing advanced aofaa, on order• froa 
well-to-do cuatoaera froa both inaide and outaide the 
diatrict. Here we are talking of iteae found to coat aore 
than K1500 11 piece ••• Producte or the two crafta [knitting 

-----------------------------------------------------------------
Deacribed in Livingatone (19'12) and (1962). 

J5 



and aeving] include J•r••7•• bate, eack baga, ahavla, 
roapera, aocke, tablecloth• and dreeeee ot.varioue t7pe•, 
These are in high deaand in local coaaunitiee but their 
production ie often haapered b7 ditficul ties vi th input · 
aupplJ to the dietrict .••• The Diatrict baa approziaatel7 40 
registered pi taaving groups spread all over fro• ICabalenge 
to Chipingu. Of late pi taav7era have been ezperiencing a 
criaie, a liaited but growing criaia of inaufficient 
productivity in ti•ber euppq induet17 due to recedlng atock 
of suitable apeciea •••• Product• [tro• basket/aat-aaking] are 
equally in high deaand throughout the dietrict. Thoae 
involved noraally produce baaketa of varioue tJpee, drying 
mats, side tablee, baaboo/reed bowls, sun hate, bab7 cots, 
stools, veter stands, chairs, fish traps and other ite•a for 
ho•e decor. And to get the ba•boo long journey• to sources 
are a llUat. (pp. 42-47) 

The references to tiaber and baaboo indicate that polic7 for the 

proaotion or such induatrial activitiee ehould include the 

conservation and developaent or natural aateriale, an area where 

private and aocial intereeta aay diverge, requiring intervention. 

Tvo further ezaaples of really quite significant aaall scale 

production activities aa7 be cited froa Malawi. An eetiaate for 

1978 indicated that over 15,000 persona (including voa~n and 

children) were engaged in saall-ecale brickaaking throughout the 

country, attached to aoae 400 enterprises producina rather 

attractive brick• which aake rural houaea and other buildings in 

Malawi aoae or the aoat attractive and well-built in Africa. In 

1981 these were producing, by the aoet aiaple, labour-intensive 

aethode, aoae 70 ail lion brick• per annua, coapared vi th onl7 

about one aillion aachine-aade bricke, the latter accounting for 

no aore than 1.4 per cent or the coabined total. Al though the 

hand-aade bricks were of lover qualitJ and durability, tbe7 coat 

only 10 to 20 per cent of the aachine-aade. lven in the urban 

••rket 15 to 20 per cent of hi1her qualit1 bricks are aade in the 

intoraal sector and an atteapt to proaote a aachine-baaed 

enterpriae tailed becauae of coapetition fro• the intoraal 
industry (UNIDO, 1982. p.50). 



Likewise, infor•al sector tailoring is a significant 

e•ployer in Malawi. Although there was a suostantial nuaber of 

persona, soae 5,400 in 1977, eaployed in a aodern textile sector, 

the nu•ber engaged in the traditional sector vas between 25,000 

and 30,000, about five tiaes as aany. An interesting aspect is 

that David Whitehead's, a large-scale transnational enterprise 

producing cotton fabrics, felt it aore ~dvantageous to supply 

aaterial for purchase by informal sector tailors than to extend 

its own activities vertically (UNIDO, 1982, p.55). In •any 

African countries aaking substantial nuabers of sewing aachines, 

new or second-hand, available to saall-scale entrepreneurs, on a 

hire-purchase basis, might have a greater iapact and shov a 

higher rate of return than the same aaount of capital invested in 

a single large industrial project. 

Small-scale industry in general has the advantages of being 

dispersed, often local resource-using, and labour-intensive. 

Moreover dispersed rural industry can be coabined by rural 

households with agricultural production as suppleaentary non-fara 

activities, helping to aaintain rural houaehold viability and 

reduce rural-urban migration. By aaintaining a larger 

proportion of houaeholda in the rural areas where they are in a 

position to provide auch or their own food supply, the coata and 

di!ficultiH or providing for an ezpandinc urban population are 

reduced. Dispersed aaall induatry reduce• internal tranaport 

coat where these are especially high due to diaperaed 

populations, underdeveloped roads, and low value or good• 

transported relative to distance, coaaon characteriatica in the 
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least developed countries, pro'babl7 aore ao in the landlocked 

onea. Thia applies particularl7 to resource-baaed actiYitiea. 

Hughes (1984) points out that the .uatural protection giYen 

b;r high tranaport coats affords opportunities for developaent of 

aeai-service actiYities auch aa bating, dr"7 cleaning, printing 

and aotor repair. In fact aoat of theae do not require auch 

protection and additional protection ia redundant. The 

significant eleaent is vhere the coaaodity ia expeaaive, due to 

high external transport coata, and iaported, inYolving acarce 

foreign exchange. Where alao conauaera ere poor. it vill pa7 

the• to prolong the life of tne ite• aa far aa possible b7 

constant repair rather than replace it. Thia applies to iteaa 

such as aotor vehicles, particularl7, but alao radios, vatchea, 

clothes, and ahoea, and indeed an7 coneuaer or producer durable, 

but especiall7 expensive i•ported iteaa. 'l'he greater relative 

iaportance of repair activities in developing countries ia 

evident. Vhat is leas evident, perhaps, ia that entrepreneurs 

e.g. in •otor repair aa7 require aoae proaotion and credit 

facilities on the aaae basis aa other entrepreneurs. 

'l'he type ot products aentioned ao tar reflect two general 

points. The standard iaport-aubati tu ting industrial atrateg7 

pursued by ao aan7 countriea baa been auch criticised in part 

because it proYides tor a restricted aarket weighted beavlly in 

favour or a high-incoae conauaing elite. The aise of tbe aarket 

in the countries conaidered here is auch aaaller atill, 

particularl7 if baaed on the ver'7 saall ainorit7 or higber-incoae 

conauaera within the tovna. ror thia reaaon an7 iaport­

aubati tu ting response to high e:ltemal transport. coat should be 
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directed towards goods aore videl7 consuaed b7 lov or average 

incoae consuaers: on a selective basis, as already stressed. 

The production ot such goods •&7 not require other than natural 

protection but aa7 beneti t fro• other specific foras of 

assistance or proaotion, including trainin~ and technological 

developaent. 

Secondl7, the activities proaoted aust reflect the nature of 

the econoaies concerned and a long tera developaent perspective 

appropriate to their circuaatances: particularl7 the coapound o~ 

disadvantages described earlier. Kuznets (1971) baa stressed 

the need 'tor devising variants of a theor7 of econoaic growth 

fer the aan;y saall national uni ta different troa those tor the 

rev large ones'. Kore recently Nixson (1984) baa stressed the 

specifici t1 of the processes of growth and change occurring in 

the developing and other countries, and the need to consider the 

historical circuastances - and preauaably geographical and 

resource endovaent - or each. A general tendency aaong not only 

econoaista but also polic7-aakera in the countries concerned is 

to aaauae a standard sequential aodel in which eV•rJ' count17 will 

follow in due course the saae sequence of econoaic - and 

industrial - developaent, en route to joining the ranks of the 

industrialised nations. The need is rather to assess the 

individual circuaatancea and to devise a aet of strategies and 

policies which will aake the aoat or the opportunities actually 

offered, and which can hope to produce benefits - and avoid 

disasters - for the aajority of the people in the short and 

aediua aa well aa th• long tera. Thia point• aaong other thing• 

to a 1-aic needs orientation in industrial and other developaent. 
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llan7 of the products and actiYitiea identified aboYe are 

consistent vith thia. 

The proble• of labour absorption in seai-arid and other 

econoaies vi th a veak agricultural base vas eaphaaiaed aboye. 

Thia ia also reflected in aan7 of the countriea under diacuaaion 

here in •igration and the export of labour to other econoaiea: 

Soaali 's labour to the Gulf, llalavian and BLS labour to South 

Africa, and Burkina raao labour to the IvorJ' Coaat. Thia kind 

of participation b7 labour in a regional econoa7 where the 

national econoa7 is veak auat be accepted - vitb efforts to 

proaote the regional econoa7, and discussion on distribution of 

benefi ta and safeguards to labour: apart fro• the direct 

eaployaent opportunities involved, reaittances •87 be valuable to 

aaintain household viability at ho•~ and have iaportant aultiplier 

effects, aa in the case, for exaaple, of Soaalia (ILO/JASPA, 

1985). 

Standard i•port-aubstitution strategies do not create auch 

employment and aay be eaplo7aent-deatro7ing. 'l'hia •87 be aore 

so in the kind of econoaies diacuaaed here because the liaited 

range of industrial activities for which iaport-aubatituting 

factory produc~ion can be conteaplated aa7 lead to direct 

competition vith traditional industries alread7 established in 

these fields. Thus for exaaple lthiopia'a fine traditional 

cottage cloth-aakioa induat?'J', which eaplo7a •ore than 10,000 

people throughout the count1"7, having already been 8U'b9titutecl b.J 

factory production to a great extent around the capital, ia under 

threat from a decision to distribute nev textile factorie• around 

the country aa part of regional developaent poliCJ• The ••all-
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acale, baaic needa aanuracturiq actiYitiea diacuaaed earlier, 

not, it ahould be atreaaed aaain, to be paraued in isolation but 

aa one coaponent part or industrial deYelopaent policy - do haYe 

the advantages fro• the labour abaorptio:i point or viev of beiq 

both labour-intenaiYe and diaperaed. 

Resource-poor least developed ~ountriea are quite likely to 

ezhibit aajor rural-urban dichotoaiea. Soaalia, once aore, and 

Ethiopia are obvious e:ir:aaplea. There ia a need, therefore, to 

aaaiat the interdependence of the two aectora, again for instance 

by proaoting resource-baaed industries. Leather gooda 

production in a livestock econoa7 would be an e:ir:aaple. 

An iaportant issue is what capital goods production should 

be conteaplated b7 econoaies such as these. If •ore advanced 

developing countries have difficulty in justifying a capital 

goods induat1'7, the auch aaaller size of doaestic aarlcet here and 

aore aevere.17 restricted range of iapon-subatituting conauaer 

goods industries will produce an even stronger liaitation. 

However, as Stewart (1977) and Pack and Todaro (1969) have 

argued, capital goods industries in the aenae of aach1ne-aaking 

induatriea rather than large-acale iron and steel production or a 

cheaical industry aa7 be both essential in developing countries 

for enauriq aoae technical capacity and progress and also aore 

viable development. In our case high external transport costs, limited 

foreign n:change, and a range of saaller enterpriaea points to 

aoae aaall-acale aachine-aaking induat1'7 (for aaaller, cuatoa-

built itema), machine asaeably and - where lines of coaaunication 

with the original machine-aakera overaeaa are extended - machine-
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repair acti rt u ... Such induat17 aight aake parta and spares. 

including equipaeat used ill api.culture. li'Yatoclt induat17 (e.g. 

for boreholes) or transportation - pro•iding a further urban­

rural linkage and aoae proaiee of technological deYelopaent. 

The discussion ao far haa concentrated on aanufacturing for 

the doaatic -r1cet. taking into account s-11 -rlcet aise but 

alao the eleaent of natural protection afforded b7 external 

transport coats. Ve can exaaine. secondl7. the poaaibilities 

for producinc for the export aarlcet. 

Labour-intenait7 ia an obvious criterion tor choice of 

ez:port-oriented indust?'J' in coastal countries. though the 

'fallacy or coaposition' involved in suggesting that all auch 

countries could follow thia path baa been pointed out. Por 

landlocked countries the criterion ia valid in respect or inward­

oriented induat17. certainl7. capital equipaent beinc ez:penaive 

to iaport. but ie atill aore probleaatic tor export induat?'J'• 

The calculations carried out above did not refer 

specifically to resource-baaed induat17. In this caae. however, 

soae of the ez:ternal tranaport coats of aanutacturing value added 

are alread7 borne b7 agricultural or aineral ez:porta. 

Manuracturinc in the fora or processing which reduces bulk aa7 in 

effect carl'J neptive external trauport coata, particularly u 

the count?'J' ia likel7 to have no alternative to the exports in 

question, the onl7 iaaue being whether theae are exported in 

proceaaed or unproceaaed fora. Moreover agricultural ezporta, 

in raw or proceaaed fora, aa7 provide the neceaaar7 acale tor 

tranaportation, li•i tiq the effect• of ••all econoaic aise on 
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transport coats. Apart fro• the abeolute adnntap of reduced 

transport coats. resource-baaed aanufacturing will derive a 

relative adYaDtap aa coapared with other possible aanufacturing 

activity. particularly. of courae. in landlocked countries where 

the external transport coats are highest. Ve have. therefore. 

an iaportant additional arpaent. apart froa the obvious benefit 

of using local re&ourcea, for e:irploring aa fully aa possible the 

possibilities for resource-baaed aanufacturing. It ia 

significant that such exports constitute aoat of the liaited 

aanufacturing exports vbicbb exist at present (Table 10). 

There aay also be scope for resource-baaed aanutacturing 

activity by land-locked countries for export to other countries 

further inland: auch as augar production in Uganda for export to 

Sudan or Burundi. Theee opportunities •l•o need to be explored. 

Saall econoaic eise suggests a need for countries in their 

search for viable aanufacturing export activities to concentrate 

and specialise. Thia has been argued, for instance, by Hughes 

(1984, p.90): 

[aaall countries'] opportunities for exploitin: internal and 
external econoaiea of acale in production (including aalea 
and aarlceting) are li•ited in an absolute eenee by the eise 
of the labour force and the capacity to absorb iaaigranta, 
ao that aaall countries are restricted in specialisation 
options and auat choose their induetriea carefully to enaure 
coapetitiveneaa and an enauring build-up of coaparative 
advantage in apecific areae of induatrial production. 

The eaphaaie here on the aise of the labour force i• probably ,!!.2! 

juetified, except in the caae of very eaall ialand econoaiea. 

The proportion of the labour force engaged in aanufacturing ia 

usually no •ore than 5-10 percent, and the supply of labour to 

the aector perfectly elaatic at a lov wage. 
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It ••1 b• ••Deible to epeeialiae in aoae specific 

actiYitiea, hoveYer, in order to concentrate the liaited aaount 

of aaYings available for inYeataent in a aaall econoay, given 

also the large nuaber of potential coapeti tors in the 'queue' for 

exporting to aajor world aarketa. Thia ia illustrated b7 the 

data presented in Table 1}, which gives econoaic size relative to 

the U.K. (U.K. GDP • 100) and the level of inveataent, also 

relative to the U.I. (• 100), both figures being ainute in aoat 

cases, even if coapariaon is aade with the aaallest European 

countries such aa Belgiua and Finland, or even with Singapore. 

There aay, secondly, be external econoaiea at the level of 

the industry, either in production or in aarketing and a~lea 

promotion, which favour specialization. The fact that the 

developing countries which have already broken into aanufacturing 

export aarketa have done ao often in particular lines, initially 

at least, offers aoae evidence of this. Thus Mauritius, for 

example, has relatively recently established a niche in the 

international knitwear industry, but on the basis of a number of 

separate small firaa, all engaged in the aaae line of production, 

suggesting econoaiea external to the fir• but internal to the 

industry. Unfortunately it is not poasible to be aore specific 

than this because ot the general lack of eapirical investigation 

specifically of industry-level externalities. 

In soae caaes a 'Janua' induatry would provide the basia for 

the externalities. Experience in production and in product 

deaian and developaent ••1 provide the baaia for export• and 

augaeata an obvious advantaae in concentratina on lines already 

aucceaatully developed. However, the aaaller the countey the 
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Tabl~ 13: Level of inveatment in African cowitri•• compared with other •elected cowitrie• 

; Inve1t1Hnt 
Country I Year to GDP GDP/capita Index of (GFCF + incre .. e in 1tock•) 

which data GDP Year 
~pU.e• (it ' of $ mn 

Cf mn> ($) (UK • 100) different) GDP (Ht,) 

tit 1982 478,588 8495 100 - 15 71,788 
France 1982 540,124 11015 112.9 - 22 118,827 
BolCJiWI 1982 86,229 8754 79.5 - 17 14,659 
Finland 1982 49, 168 10201 10.3 - 24 11,800 
India 1982 173,883 242 36.3 - 25 43,471 
Sin9apore 1982 14,928 6044 3. 1 - 45 6,718 ' 
Mauritiua 1982 1,078 1135 0.2 - 18 194 

Benin 1979 910 272 0.2 1978 17 155 
Botavana 1980 981 1087 0.2 - 46 451 
Burundi 1980 889 216 0.2 - 14 124 
COngo 1981 1,994 1270 0.4 - 48 957 
Ghana 1979 3,656 339 o.8 1978 5 183 
Ivory Oout 1981 8,519 996 1. 8 - 25 2 ,130 
Kenya 1982 6,264 344 1. 3 - 22 1,378 
Leaotho 1982 352 250 0.1 - 37 130 
Liberia 1982 834 419 0.2 - 21 175 
Malawi 1982 1,334 213 0.3 - 20 267 
Nigeria 1982 71,044 825 14.8 - 30 21,313 

(Eat) .. (Eat) 
Rwanda 1980 1,163 230 0.2 - 8 93 
Sierra Leone 1980 1,231 373 0.3 - 19 234 
Tanzania 1982 5 ,127 253 1.1 - 20 1,025 
a. Faso 1979 1,209 200 0.3 - 18 218 
Zaire 1979 6,423 233 1. 3 1977 37 2,377 

Source: UN National Accounts Statistics: Analysis of Main Aggregates, 1982, Tables 1 and 3. 

Index of 
inve•tment. 

UK • 100 

100 
165,5 
20.4 
16.4 
60.6 

9.4 . 
0.3 

0.2 
0.6 
0.2 
1.3 
0.3 
3.0 
1.9 
0.2 
0.2 
0.4 

29. 7 

0.1 
0.3 
1.3 
0.3 
3.3 
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leas likel7 it ia to be able to eatabliah an initial induat17 

baaed on the hoae •rtet. 

Externalities aa7 arise out or product differentiation in 

the export aarket and the need to establish credibilit7 for a 

Nauri tian, llalavian or Bunandian product, aa vell aa in aartetiDg 

i taelr, input availability or bank credit and goYernaent 

assistance. The need to keep up vi th changing fashions and tor 

awareness or detailed aarket deaanda is clearl7 a aajor handicap 

tor developing cou~tries tr.Jing newly to establish a foothold in 

toreign aarketa and leads to advantages in specialising in 

certain product lines. 

In soae aarketa it aay be necessary to secure specific 

market quotas on a national basis, as in the case or Mauritian 

kni tvear, and this will concentrate opportunity tor nev f'iras 

within the quota areas. Attention aight be given internationally 

to offering favourable initial quotas to allow a degree of 

participation by saall countries vith proaiaing but as yet 

unestablished nev lines. 

5. Conclusions 

1. This paper focuaaea on the iaplicationa of' tvo particular 

aspects ot the catego17 known aa 'leaat developed countriea' 

(LDCs), aaall economic size, aa aeaaured by population or aore 

accurately by aggregate GDP, affecting the aise of' the aoaeatic 

market, and high external transport coats, affecting access to 

export markets but alao affording a degree or natural protection. 
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2. The interdependence between the two, i.e. the ettect ot 

aaall econoaic aise on external transport coat, vaa investigated 

bf euaining U.S. iaport data for different categories of country 

for 26 representative coaaoditiea and directly by obtaining 

quotations rroa shippers for shipaent U.K.-Africa for four 

representative c011moditiea. 

'· rreight factors calculated by llclarland tro• the saae U.S. 

iaport data Var'J' according to level of econoaic developaent and 

are particularly high for the LDCs. 

4. Although theae were calculated separately for different 

categories or product, any calculation baaed on goods actually 

traded is biased to the extent that the goods traded vill be 

those with relatively favourable freight factors, e.g. with high 

value to bulk. 

5. The data to~ the 26 representative coaaoditiea do not 

suggest that aaall econoaic size necessarily produces a high 

freight factor and ia lover for aaall Central Aaerican countries 

vi th lov aucceas in exporting aanufacturu to the U.S.A. aarket, 

tor instance, than for the south-east Asian IICs with a good 

record or aucceas. 

6. Despite the application of a correction factor to reduce 

biaa, however, this data reaaina biased by dependence on coat 

data relating to goods actually exported, including high valued 
products auch ••coffee with proportionately very low freight 

factors. 
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7. Thia points to the need ror direct valuation• of transport 

coat as pro~rided here for four representative coaaoditiea vith 

varying value-to-bulk ratios. 

8. A aajor li•i tationa of the data presented here is that it 

uses quotations ror ahipaent fro• a representative point in 

Europe (Bir•inghaa) to varying destinations in Africa as an 

indication or coats rroa these deatination.e to Europe. Thia may 

be defended in part b7 the likelihood that relative tranaport 

costs for different kinds of aanuractured goods would reaain 

substantially the saae in the reverse direction and aleo b7 the 

fact t-hat, vhilf! it aay be possible to take advantage 

opportunistically of cheap backhaul, the appropriate coats would 

be those which approxiaate the rates which would obtain vere 

trade to settle to an equilibriua and regular pattern. 

9. Once again the data, restricted, it should be said, to 

dir~ct coats of transportation, do not suggest that econoaic aise 

itself produces high external transport coats, countries of 

different econoaic size in teras of GDP and voluae of ezporta 

having aiailar and soaetiaee identical coats. 

1 O. Part of the reason for this appears to be aha red ahippiag 

lines, for instance along the Veat African coaat, where abip• 

call at succeeei ve ports independently of coaatal country •i•e, 

and perhaps a degree to bureaucratic 'averaging' of shipping 

charges by liner coapaniea. 
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11. The far bigger differences in ahippinc coats are (a) between 

coastal and landlocked countries and (b) between goods of 

differing ratios of value to bulk, tending to dwarf oth~r 

factors. 

12. These direct cost estiaates do show relatively high freight 

factors even for coastal countries, how-.,ver, coapared with, for 

example, the figures provided by McFarland for actu•l Europe-U.S. 

trade, i.e. between developed countries. 

13. These direct costs will undereatiaate the full coats of 

shipment to small countries off the aain shipping routes and 

especially to landlocked countries as a result of delays, losses, 

uncertainties, and other factors. These could seriously affect 

the capacity to export. 

14. The freight factors should be increased to take account of 

import content, in the fora of capital equipment as well as 

materials and components. Illustrative calculations shov that 

this increases the freight factor significantly. 

15. Further illustrative calculations ahov that freight factcra 

of the orders of aagnitude calculated would require substantial 

reduction• in wage levels in the exporting countries if 

competitiveness is to be aaintained through reductions in the 

wage bill. 

16. Because capital is mobile, transport coats and difference in 

economic size vill always favour location ot industry in coastal 

over landlocked countries. Landlocked c:ountriea may be at the 
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end of a long queue fro• the point of view of internationally 

footloose industry. 

17. The LDCs constitute a sub-group of countries suffering fro• 

coapounded disadvantages of doaeatic aarket. high external 

transport coats. a poor resource base including a weak 

agricultural econo•y. producing' a proble• of labour absorption. 

and various 'vicious circle' effects. As a group these exhibited 

relatively weak growth perforaance during the 1970a and can 

expect to fall further behind ev,n other developing countries in 

respect of the share of MVA in GDP and of GDP per capita. 

18. On the export aide the high freight factors revealed point 

to concentration on high value-to-bulk products and on the 

domestic side to low value-to-bulk products. 

19. In respect of the latter, there should also be aaxiaieation 

of local content. Thia would be in line with coaparative 

advantage. 

20. Thia aay be related to an eaphaaia on appropriate products, 

which ua~ local content, applied on a selective baaia to avoid 

~onflict with econoaiea ot scale. Such an eaphaaia would be in 

line with eziatin1 ooaerved reaponaea to ~oaparative advantage. 

21. Local energy sources, equall7, need to be developed. 

22. Kaziaiaation ot doaeatic value added and •iniaiaation ot 

trana,ort coat content aay be ••cured in eoae ca••• by iaporti~ 
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and distributing a basic input for local fabrication. 

23. Production of appropriate gooda can be linked to the 

proaotion of saall industr:r and inforaal sector aanufacturing, 

which are aade aore econoaic by the coabination of a restricted 

doaeatic aarket and high external transport coats. Such induatey 

ia capable of producing a wide range of the basic conauaer goods 

conauaed by the population. 

24. The proaotion of such activity should include the 

conservation and developaent of natural materials. 

25. Dispersed rural industry can be coabined by rural households 

vith agricultural production aa auppleaentary non-fara 

activities, helping to maintain rural household viability and 

reduce rural-urban migration. It also reduces the internal 

transport costs content of goods consuaed, often also high in the 

LDCs under consideration. 

26. A conventional import-substitution stratea biased towards 

the consumer goods consuaed by the higher incoae groups is leas 

viable in countries vi th even aaaller doaestic aarkets. Hence 

any import-substituting response should be directed towards 

consumers with low or average incoaes. 

27 Develop•~nt strategy as a whole and for aanufacturing 

specifically should be devioed in the light of the individual 

circumstances of each country and to aake the moat of the 

opportunities actually offered. 
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28. Thia points aaong other things to a bftaic needa orientation 

in industrial and other development. 

29. The kind of activities suggested under the preceding 

criteria would alao be favourable to labour absorption coapared 

vith conventional iaport substitution. 

JO. Participation by aigrant labour in a developing regional 

econoay vill need to be accepted vbere the national econoay ia 

veak, vith discussion on distribution ot benefits (e.g. freedoa 

to reait foreign exchange) and safeguards to labour. 

31. There is a need to proaote the interdependence of urban and 

rural sectors in the econoay, tor instance by encouraging 

resource-baaed industries. 

32. High external transport costs, liaited foreign exchange, and 

a range of smaller enterprises point to the need for a capital 

goods industry in the fora of some saall-acale aachine-aaking 

industry for smaller, often custom-built items, machine asseably, 

and machine-repair activities, also making parts and spares, and 

including equipaent used in agriculture, the livestock industry 

and in transportation. 

33. Labour intensity is an obvious criterion tor choice of 

export-oriented industry in coastal countries, but expectation of 

general development here aay be subject to a 'fallacy of 

coaposition', liaiting the aggregate voluae of output which can 

be establiahed in the developing countries. 
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34. Por landlocked countries especially, the labour intensity 

criterion will be Yalid for inward-oriented industry. 

35. llanufacturing in the fora of processing which reduces bulk 

aay in effect carry negative external transport coats if the 

country has no alternative to the exports, processed or 

unproceaaed, in question. 

36. Thia will reduce not only the absolute transport costs for 

value added in resource-baaed aanufacturing, but also coat 

relative to alternative aanufacturing activity, especially in 

landlocked countries. 

31. This provides a further strong arguaent for a resource-baaed 

industrial developaent strategy. 

38. There aay also be scope for resource-baaed aanufacturing 

activity by the landlocked countries for export to other 

countries still further inland. 

39. Saall econoaic-aize suggests a need in respect of export 

•anufacturing tor specialisation. Thie aay be justified, not on 

the basis or labour force size, except in the case of very small 

islands, but in teras or the need to concentrate the limited 

aaount or 8aVinga available for investaent and by the existence 

ot i~uatl')'-level external econoaies in production and marketing. 

The tact that aany countries have aade their initial breakthrough 

into export aarlcets in just one or two industries is suggestive 

ot the exiatence of industl"J'-level externalities. 
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Appendix ! 

Table A.1: Products selected for calculation of freight factora 
in U.S. i•ports bf catepr;r of countr;r 

Fish. filleted. 

2 Shriapa. peeled. 

3 Cane or beet sugar. etc. 

4 Cocoa beans. 

5 Coffee, crude. 

6 Tea. 

7 Luaber, hardwood, roup. n.e.s. 

8 Hardwood veneers, n.e.s. 

9 Men and boys cotton knit shirts. 

10 Men's cotton sports shirts. 

11 Men's sweaters, wool knit. 

12 Women's cotton dresses. 

13 Women's other wool knit aveaters over $5. 

14 Women's man-aade fibre blouses and skirts. 

15 Natural rubber, drJ fora. 

16 Screwdrivers. 

17 Hand tools NSPF 

18 Aluainiua cookware ex cast. 

19 Digital clock radios. 

20 Electrical avitches ISPr. 

21 Transistors. 

22 Footwear, leather uppera, tor .. n. 

23 Pootvear, leather, c8118Dt aolea tor VOlleD· 

24 Handbags or pocket books, v0118n/girla. 

25 Luggage, baga and caaea, leather, except reptile. 

26 Furniture or wood, ISPr. 
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Table A.2 

·AdJacent countries 
Canada 
Mexico 

Lari! EuroJ!!an countries/Japan 
United Kingdoa 
France 
F.R. Geraany 
Italy 

I ether lands 
Spain 

Portugal 
Sweden 
DeD118rk 
Foland 
Japan 
Landlocked Euro2ean countries 
Switzerland 
Austria 
Hungary 

Freight 
ractor 

(j exceH) 
(cir over) 
(rob ) 

0.2 
0.1 
0.2 

5.e 
1CT 
4.1 
3.e 
5.4 

6.0 
5.7 

6.7 
6.7 
9.1 
1.6 
3.7 
6.6 
3.b 
9.1 
7.9 

Euro2eanl!editerranean islands a.4 
Iceland 7.8 
Cyprus 9.2 
Malta 6.4 
Lar1e Latin Aaerican countries 5.0 
Brazil 5.6 

Argentina 7.0 
Chile 15.3 
Uruguay 9.7 
Peru 5.6 
Coloabia 3.6 
Ecuador 4.4 
Landlocked Latin Aaerican 

~ParaealJ 
Saall Central Aaericanl 

4.7 

Carribean countries 4.5 
Honduras 1 .4 
Nicaragua 4.7 
Costa Rica 5.1 
Bahama• 5.3 
Guyana 4.4 
Dominican Republic 4.8 

Guatemala 4.2 

57 

Kean or ratios of 
countey freight 
factor tor product 
to factor tor the 
product as a whole 

0.185 
0.032 Wooden furniture 
0.-,47 corree, crude, 

peeled shriap 
0.975 
0.930 
0.757 corree, crude 
0.751 corree, crude 
1.058 Footwear, leather, 

tor woaen 
0.742 
1.236 Footwear, leather, 

tor woaen 
1.400 
1.069 

Wooden furniture 
1.663 
0.969 
1 .003 
0.710 
1.120 
1.590 
1.131 
1.026 
1.251 
1 .310 
1.251 
1 • 363 Coffee, footwear 

tor women, sugar, 
cocoa beans 

1.538 Sugar 
1.556 
1.255 
1 .301 
0.864 Cottee 
1.069 Cottee, sugar 

0.958 

6.938 
0.915 Cottee, sugar 
o.75e Cottee, sugar 
0.999 Coffee, augar 
0.515 
0.853 
0.774 Sugar, cottee, 

cocoa beans 
0.863 Cottee, augar 



Sal'wador 4.6 0.944 Coffee 
Panaaa 5.7 1.024 Sugar 
Haiti 4.4 0.942 
Trinidad 7.6 1.624 
J-ica 9.1 1.219 Sqar 
East Asian IICa/potential IICs 7., 1.145 
Singapore 5.9 1.084 latural rubber 
Hong Kong 6.0 1.062 
Korea, Republic of 5.5 1.019 ? 
Taiwan, Provinc3 of China 8.7 1.021 
Phillipines 7.9 1.,,. Sqar 
Thailand 7.4 1.134 Rubber, sugar 
llala7sia 6.6 1.081 Rubber 
Indonesia 8.0 1.5,9 Rubber, coffee 
Low Incoae Asian countries 9.7 1.667 
China 11.9 ·1.,,5 
India 8.2 1.906 Peel~ sliri•p 
Bangladesh 16.2 1.,91 
Pakistan n.9 2.160 
Sri Lanka n.o 1.561 
Papua lev Guinea 4.9 1 .101 
Australia11.Zealand1R.S.Africa 7.3 1.445 
Australia 7.0 1.2n Sugar 
N. Zealand n.9 1.401 
Republic of South Africa 7.5 1.612 Sugar 
Larser African countries 5.9 1.2,7 
Nigeria 4.0 1 .621 Cocoa beans 
Zaire 5.6 1.04:5 
Kenya 10.3 1 .143 
Small African countries 1 not 

landlocked 6.0 1.338 
Caaeroon 5.5 1.189 
Senegal 5.5 1 .157 
Sierra Leone 5.5 1.593 
Ivory Coast 5.1 1.269 Cocoa beans 
Congo-Brazzaville 11.8 2.479 
Mozaabique 1.s 0.932 Sugar 
Ghana 4.4 1 .012 Cocoa beans 
Liberia 7.4 1.159 
Guinea 2.5 0.641 
Ethiopia 4.9 1.260 
Tanzania 5.9 1.170 
Mauritius 11.5 1.894 Sugar 
Saall African countries 1 

landlocked 5.3 1.1:57 
Svasiland 5.9 0.950 Sugar 
Ziababve ? 1.:567 
Malawi 10.2 1.039 
Burundi 5.1 1.288 
Uganda 4.5 1.140 
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I 

Enaaelvare I Leather Cotton llachinery I 
I Pootvear Clothing I 

£ s I £ % £ s £ j I 
I 

I 
I 

Priaaey pecked, ex 1150 100 124JO 100 3000 100 4500 100 
vorlca Biraingbaa 
Packing into atrong 69 69 69 69 
wooden cratea 
Collection and del- 24.60 24.60 24.60 24.60 
ivery to Liverpool 
Port charges 20 20 20 20 

f.o.b. Liverpool 1263.60 109.9 2543.60 104. 7 3113.60 103.8 4613.60 102.5 

Ocean freight, net 
of currency/bunker 
adjuataent factors 

96.16 (8.4) 128.24 (5.3) 83.J6 (2.8) 15.42 (2.6) 

I including loading! 

--------:----------------- ·------
c I P Dsa. !1359.79 
Vbarfage@ 1.5j I 20.62) 
of c.r.r. Dar I ) 
Port coate I 11 ) 
Del'y to atore,DSll I 10 ) 
Insurance@ o.7775ji 11.99 
cif Dar ea Salaaa 1413.40 
a tore 

,2671.84 
I 40.50) : ) 

(3.6)l 11 ) 
: 10 ) 

(1.0) i 23.JB 
122.9,2756.74 

I 

I 
I 

41-.40) 

1 

,3196.96 l4729.02 
: 48.48) : 71.72) 
: ) : ) 

(2.5)l 11 ) (2.3)l 11 ) (2.1) 
I 10 > l 10 > 

(1 .0) i 27 .94 (0.9) i 41 .24 (0.9) 
113.4 3294 .J8 109.8 4862.98 1oe.o 

41.40) 41.40) Transport to lloahi 
Dely to atore lloahi 
Additional insur­
ance to lloahi 

41.40) i 
5 ) (4.1), 
0.40) ; 

5 ) (1.9) 5 ) (1.6) 5 ) (1.0) 
0.40) 0.40) 0.40) 

I 

cif lloahi atore 1460.20 121.012eo3.54 115.4,3341.18 111.4 14909.78 109.1 
I I I 

Transport to llvansa1 61.83) i 61.83) l 61.83) i 61.83) 
Del'1 to atore,llsa I 5 ) (5.9)I 5 ) (2.8)I 5 ) (2.2)1 5 ) (1.5) 
Additional inaur- I 0.57) I 0.57) I 0.57) I 0.57) 
ance to llvansa I 1 1 I 
cif llvansa atore 114eo.eo 128.812824.14 116.2j3361.78 112.1 l49JO.JB 110.0 

Tranport to lbeJ'a I 99 ) f 99 ) ! 99 ) ! 99 ) 
Del'y to •tore, llba1 5 ) (9.1) 1 5 ) (4.J)I 5 ) (J.5)1 5 ) (2.3) 
Additional inaur- ; o.89) ; 0.89) I 0.89) I 0.89) 
ance to llbe7a 1 1 1 1 

cif llbeya atore 11518.29 132.0f2861.63 117.81:5:599.27 11J.Jr4967.87 110.4 

--------· I I '-------
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Table l.J(b): Eatiaated total diatribution coats, 
Binli.npu-Banjul 

f'reight tonne of' cargo, 

I I 

Enaaelvare I Leather Cotton I Machinery I I I Pootvear Clothing I I 

£ :i I £ % £ % I 
I I 
I I 

I I 
I 

I I I 

Priury packed, 1150 100 12430 100 13000 100 14500 100 
ex vorka 
Packing into strong 69 69 69 69 
wooden crates I 

I 

Collection I deli- I 24.60 24.60 24.60 24.60 
very to Liverpool 1 

Port chargea I 20 20 20 20 I 
I 
I I 

I I 

r.o.b. Liverpool 11263.60 109.9 254J.60 104.7 3113.60 103.8 14613.60 102.5 
i 
I 
I 
I 

Ocean f'reight, net I 66.80 (5.8) 57.59 (3 .6) 87.59 (2.9) 81.65 (1 .8) 
of currency/bunker I 
adjuataent factors , 
I including loadingl 

C I F Banjul 13'.50.40 2631.19 3201 .19 4695.25 
Landing coata1 3.63) 3.63) 3.63) 3.63) 
Vharf'age (eat) 20 ) (2.9) 20 ) { 1 .4) 20 ) ( 1 .1 ) 20 ) (0.7) 
Oncarriage to 10 ) 10 ) 10 ) 10 ) 
Banjul atore(est) 
Insurance @ 1 .2775% 19.17 ( 1. 7) 37.45 (1 .5) 45-46 ( 1 .5) 66.45 (1 .5) 

c.i.r. Banjul 1353.20 120.3,2702.27 111.2,32eo.2e 109.3,4795.33 106.6 
I I 

I I I 

1could be included in CIP Banjul, but here listed alongside, vharf'age etc. 
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Table A.J(c): latiaated total distribution coats, 1 freight tonne of cargo, 
Binlinpaa - Accra/fw 

lnaaelvare 

£ 

Pri .. 17 packed, 1150 
ex vorke 
Packing into strongl 69 
wooden crates 1 

Collection and del-i 24.60 
ivery to Liverpool 1 

Port charges : 20 
I 

100 

Leather 
Pootvear 

I £ % 
I 
I 
I 
I 
12430 100 

69 

24.60 

20 

Cotton Machinery 
Clothing 
£ % £ % 

3000 100 14500 100 
I 

69 I 69 I 
! 

24.60 24.60 

20 20 

--------1------------------------
f.o.b. Liverpool !126J.60 

I 
109.9 2543.60 104.7 3113.60 103.8 4613.60 102.5 

--------1------------------------

' Ocean freight, net I 84.56 
of currenc7/bunlcer 1 

adjustaent factors f 
4 including loading 1 

I 
I 

Handling costs I 1.10 
I 

(7.4) 97.74 (4.0) 1()1j.34 (3.5) 97.74 (2.2) 

1.10 1.10 1.10 

r------ ------------------
• 

C 4 P Te11a 11349.26 12642.44 13200.04 l4712.44 
Vharfage 1 - 1 - 1 - 1 -

Clearance/oncarr- l 78 (6.8)1 78 (3.2)1 78 (3.2): 78 
iage to Accra atore 1 , I I 
C a r Accra 11427.26 :2720.44 :3278.04 :4790.44 
Insurance@ 1.25% : 19.62 (1.7): 37.41 (1.5)1 45.07 (1.5): 65.87 

I I I I 

( 1 • 7) 

( 1 • 5) 

--------1-------1-------1------1---------
• I I I 

c.1.r. Accra store 11446.88 125.812757.85 113.5f3323.11 110.8!4856.31 101.9 

--------' I I '------
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Table A.3(d): Betiaated total dietribution coate, 1 freifbt tonne of cargo, 
Birainpaa - Lap 

lnaaelvare Leather 
Pootwear 
£ s 

Cotton 
Clothing 

llachin•l'J' 

£ s 

Pri .. l'J' packed, 1150 100 r2430 
ex vorka 1 

100 '.jOOO 100 4500 100 

Packing into atrongl 69 i 69 
wooden crates 1 1 

69 69 

Collection and del-1 24.60 l 24.60 
ivery to Liverpool 1 1 

24.60 24.60 

Port charges I 20 I 20 20 20 

--------1-------1------ -, 
f.o.b. Liverpnol !1263.60 109.912543.60 104.7 3113.60 103.814613.60 102.5 

I ________ , ____________ ------------
• Ocean freight, net l 75.50 (0.6) 96.00 (4.0) 96.00 (3.2) 87.59 (1.9) 

of currency/bunker 1 

adjuataent factors I 
4 including loadingl 

I 

Landing coats ! 25----) 25----) 25----) 25----) 
I ) ) ) ) 

-------! rrr.3T. rr2.n. >tr:'fT >rr.rT 
C 4 r Lagoa port 11364.10 ) 12664.60 ) 13234.60 ) 4726.19 ) 
Clearance/oncarr- I 25----) 25----) 25----) 25----) 
iage to Lagoa store! 
{eat) 1 

Insurance ti 1.2775%1 19.52 (1.7) 37.eo (1.6) 45.81 (1.5) 66.TI (1.5) 
I 

--------:,-------------------------
c.1.r. Lagoa store !1408.62 122.5 12727.40 112.2 13'°5-41 110.214817.96 107.1 

--------· I I '------
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Table A.J(e): lstiaated total distrib.ation coats, 1 frei1ht tonne of cargo, 
Bil'lliJ!l)uul - Ouagadougou •ia Abidjan 

I 

Enaaelvare I Leather Cotton llachinel':J I 
I footwear Clothing I 

£ ~ I £ ~ £ % £ % I 
I 

I 
I 

Priul':f packed, 1150 100 12430 100 ~ 100 4500 100 
ex vorlca I 
Packiq into atrongl 69 69 69 69 
wooden crates 1 

Collection and del-1 24.60 24.60 24.60 24.60 
ivery to Liverpool 1 

Port charges : 20 20 20 20 
I 

I-
f.o.b. Liverpool 

Ocean freight, net 
of currency/bunker 
adjuataent factors 
I includiq loading 

C cl P Abidjan 
Landing coats (est) 
Insurance to 
Abidjan @ 1 .2775% 

c.1.f. Abidjan 

Re .. ining clearance 
and oncarriage to 
Ouagadou1ou store 
Additional insur­
ance to Ouagadou­
gou @ 1 • 2775• 

c.1.t. OuapdOUIOU 
a tore 
Total iuurance 

1126).60 109.9 2543.60 104.7 3113.60 103.e 4613.60· 102.5 

111.17 (9.7) 111.11 (4.6) 111.17 (3. 7) 111.17 (2.5} 

I 

I 
I 

•1374.77 ,2654.77 ,3224.77 4724.77 
20 I 20 20 I I 20 

I I 

I I 

19.60 37.59 I 45.60 66.68 I I 
I I 

I I 
I 

I I 

1414.37 123.0 12712.36 111.6 13290.37 109.7 4811.45 106.9 

146.75) 
) 
)(12.9) 
) 

2.06) 

146.75) 
) 
) (6.1) 
) 

2.06) 

146-75) 
) 
) (5.0) 
) 

2.06) 

146.75) 
) 
) (3.3) 
) 

2.06) 

,1563.1e 135.912861.17 111.1!'439.tS 114.6,4960.26 110.2 
I I I 

I I I I I 21.66 (1.9)I 39.65 (1.6)I 47.66 c1.6)I 68.74 (1.5) 

--------·------·------·------·------



Table A.3(t): Betiaated total dietribution coete, freipt tonne ot cargo, 
Birainghaa - Bujuabu.ra, via lloabaaa 

I 

Enaaelvare Leather Cotton : llachiD•rJ' 
Pootvear Clothing : 

:C I £ % £ j : £ % 
I I -------- _______ , ______ ------1------
1 I 

Priaary packed, 
ex works 

1150 100 12430 100 3000 100 14500 100 

Packing into strong 
wooden crates 
Collection and del­
i very to Liverpool 
Port charges 

69 

24.60 

20 

69 

24.60 

20 

69 

24.60 

20 

69 

24.60 

20 

f.o.b. Liverpool 109.9,2543.60 104.7,3113.60 103.8 4613.60 102.5 
I I 

--------------1------1------------
1 I 

Ocean freight, net I 96.19 (8.4)1 128.24 (5.3) 1 83.36 (2.8) 115.42 (2.6) 
of currency/bunker I : 
adjuataent factors I I 
a including loading: : 

I I 

--------:------!-------------------
1 I 

Total 11359.79 :2671.84 
I 
I 

Wharfage @ 2 .6% l 

,3196.96 
I 

I 
14729.03 
I 
I 
I 

I I 

c.i.f.Mombasa1 35.74) (4.1}1 70.23) (3.3)1 84.04} {3.2)1 124.31) (3.0) 
Port costs 

C I r Moabasa 
Insurance to 
Mombasa @ 1 • 275% 

11 ) I 11 ) 
I 

I 11 ) : 11 ) I I 

1406.53 !2153.07 !3292.00 !4864.34 
I I I 
I I I 

19.13 I 38.61 I 46.11 I 68.22 

---------------1------1------1------
c.i.f. Mombasa 
Additional clear-

1426.26 124.012791.68 114.9!333a.17 111.3 14932.56 109.6 
I 

ance and oncarriage 187.40 (16.3) 187.40 
to Bujumbura store 

C 7. 1 > I 187 • 40 (6.2) 187 .40 (4 .2) 

Additional insur­
ance to Bujumbura 
0 1.275% 

c.1.r. Bujuabura 
store 
Total lneurance 

2.63 2.63 

11616.29 140.5 12991.71 122.1 1352a.20 111.6 15122.59 
I I I I I 22.,6 c1.9>: 41.24 c,_1>\ 48.eo c1.6>I 10.55 

11'.8 

(1 .6) 

--------·-----·------·------·------
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Table A.J(c): Betimated total distribution coats, freipt tonne of car40, 
Birainpaa - BlantJn, Yia Durban 

I I I 

Bnaaelvare I Leather I Cotton I llachine17 I I I 
I Poot.ear I Clothiag I 

I I I 

£ s £ J I £ s I £ j I I I 
I I I 

I I I 
I I I 

Pr:iu17 packed, 1150 100 12430 100 ':5000 100 14500 100 
ez vorta 
Packing into atronc1 69 69 69 69 
wooden crates 1 

Collection and del-i 24.60 24.60 24.60 24.60 
ivef7 to Liverpool 1 
Port cbarpa I 20 20 20 20 I 

I 
I 

f.o.b. LiYerpool I ,126J.60 109.9,2543.60 104.7,3113.60 10J.8 461J.60 102.5 
I I 

I l 
I I 

Ocean freight, net : 122.86 ( 1o.7) l 1 04.29 (4.J) l 
of currenq/bunker : I 

I 

adjuatllent factors l I 
I 

a including loadincl I 
I 

I I 

I I 
I I 

c a P Durban i1'86.46 12647.89 
Vharfap tl 1.sj I 22.74 45-78 
Of f.o.b. Yalue I 

I 
Ineurance to I 

I 

Durban I 1 .0275j I 15.9J 30.45 I 
I 
I 

c.1.f. Durban 11425.13 12J.9 2724.12 112.1 

clearance and on­
carriap to· 
Blant7re atore 

101 ) 124 ) 

Additional inaur­
ance to Blca\)'n 
• 1.0215• 

) 
) (8.9) 
) 

1.14) 

) 
) (5.2) 
) 

1.40) 

I 
I 
I 
I 

82.86 (2.8) 89.29 r2.o) 
I 
I 
I 
I 
I 
I 
I 

I 
I 
1J196.46 14702.89 

56.04 I 8J.04 
I 

I 
I 

J6.76 I 54.09 I 
I 

I 
J289.26 I 109.6 485J.05 101.e 

154 ) 
) 
) (5.2) 
) 

1.74) 

145 ) 
) 
) (J.J) 
) 

1.64) 

c.1.r. BlaatJre 
a ton 
Total iuurance 

11,21.21 1J2.e12549.52 111.J13445.oo 114.814986.66 110.e 

1 11.01 c1.5>I ,1.e; c1.,>J '8·50 c1.,>f 55.7, c1.2> ________ , ______ ,, ______ . ______ ,, _____ _ 



Notea 

1. The data are baaed on quotations aade by shippers to Crown 

Agents and aay be soaewhat aore favourable than general aarlcet 

rates for reasons of goodwill, but not significantly. 

2. Freight costs are volatile due to the co•petitive nature of 

cargo movement to East and Vest Africa and fluctuations in fuel 

costs, currency values or sudden govern•ent-iaposed changes in 

port charges. These quotations vere obtained in Noveaber, 1985. 

3. Items included :-.aong the charges and their description var.J 

between shippers and between destinations, and the overall 

quotation to destination is •ore reliable than its component 

parts. 

4. Wharfage is a particularly loose tera and can include other 

costs (e.g. agency, indirect taxes, etc.). It may also be 

included in clearance costs and not consequently shown as a 

percentage of the value of the goods (as for Ghana here). It •ay 

be charged either on the f.o.b. value (as here for Malawi) or 

c.i.f. port of discharge value (as here for Tansania). In 

Tanzania· a noainal insurance rate of 1 /2 - 1 percent is 

calculated before estimating wharfage. 

The usual calculation iE to take the C plus P value, 

uplifted by 10 percent, before calculating insurance at, say, 1 

percent, adding this to the C a 1 value to obtain a c.1.r. value 

to which a 1.5 percent vhartage may be applied. The insurance 

element here is unrelated to the actual marine insurance payable 
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on the goods. 

5. Karine insurances rates are governed b7 aarket conditions, 

nature of cargo, destin&tion, special risks involved, the 

assured's insurance clai•s record, t7pe of cover required, and 

aetbod of ahipaent, and aa7 vary fro• those obtained in these 

quotations. 

6. Rates differ as between containerised, as quoted here, and 

non-containerised cargo. Saall and reaote countries are quite 

likel7 to have a higher proportion of non-containerised export 

and iaport cargo. 

7. It is aasuaed throughout that a full containerised freight 

tonne is shipped, except in the case of transport between Dar es 

Salaaa and internal Tanzanian destinations, where transportation 

charges for miniaum shipments of 30 tonnes have been increased by 

50 per cent to allow for smaller consignaents. 

8. There are differences in rates between conference line 

shippers used here and more competitive non-conference agents. 
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For the guidance of our publications progra..ae in order to assist in our 
publication activities. we would appreciate your COllpleting the questionnaire 
below and returning it to UNIDO. Division for Industrial Studies. P.O. Box 300, 
A-1400 Vienna. Austria. 

QOISllcm&IU 

INTERNATIONAL TRANSPORT COSTS AND INDUSTRIAL DEVELOPMENT IN THE LEAST 
DEVELOPED AFRICAN COUNTRIES. 

(please check appropriate 

(l) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Were the data contained in the study useful? 

Was the analysis sound? 

Was the information provided new? 

Did you agree with the conclusion? 

Did you find the reconnendations sound? 

Were the format and style easy to read? 

Do you wish to be put on our documents 
mailing list? 

If yes, please specify subjects of interest: 

Do you wish to receive the latest list of 
documents prepared by the Division for 
Industrial Studies? 

(9) Any other co11111ents? 

yes 

Cl 
Cl 
I] 

I] 

Cl 
Cl 

Cl 

1:i 

Name: 
(in capitals please) 

................................. 
Institution: 
(please give full address) 

................................. 

................................. 
Date: .................. 

no 

Cl 
Cl 
Cl 
Cl 
Cl 
Cl 

Cl 

1:i 

box) 




