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In the mid-1990s, many countries enjoyed progress toward 
increased economic development and higher standards of living, 
but many African countries were left behind.  The reasons may 
have included these countries’ trade policies, the overall poor 
performance of their trade sector, and the declining level of 
Africa’s share in total world trade.  Previous research focused on 
the links among external trade, trade financing, and country-
specific economic performance to establish any influence of these 
economic activities on economic development in sub-Saharan 
Africa.  This article replicates and extends the same analysis for 
the region to measure progress or accomplishments in 
development over the intervening period.  The article posits that 
trade finance facilitates external trade in sub-Saharan Africa and 
that strategies to improve economic development through 
enhancing trade finance may be crucial to the region’s future 
development. 
 
 In the mid-1990s, progress toward increased economic 
development and higher standards of living was experienced by 
many countries of the world, while many African countries were 
left behind.  Among the reasons may have been these countries’ 
trade policies, the overall poor performance of their trade sector, 
and the declining level of Africa’s share in total world trade 
(UNCTAD, 2004).  Research conducted by Batten and Bryant 
(1999) focused on the links among external trade, trade financing, 
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and country-specific economic performance to establish any 
influence of these economic activities on economic development in 
sub-Saharan Africa.  
 The purpose of this article is to replicate and extend the 
same analysis for the region to measure progress or 
accomplishments in development over the intervening period.  The 
article posits that trade finance facilitates external trade in sub-
Saharan Africa and that strategies to improve economic 
development through enhancing trade finance may be crucial to 
future development in sub-Saharan Africa. 
 According to Disenyana (2008), 

Trade finance (sometimes called short-term credit) is 
considered as the true lifeline on which the majority of world 
trade operates today as it can provide fluidity and security to 
the movement of goods and services.  With around 80 
percent of the US$14 trillion in world trade financed by open 
accounts and 20 percent by way of documentary credits, 
such as letters of credit (LCs), trade finance is critical to 
sustaining global trade. 

 However, trade finance has dropped substantially since the 
global economic crisis began in 2007. Third World Network 
(2008) reports that, according to trade officials, there is a shortage 
of trade finance in all areas of the world, even though it is 
considered relatively safe, attributable to its short-term maturity. 
The authors go on to say that the supply of funds for trade finance 
used to be more resilient, but successive economic crises have 
caused banks to tighten all forms of credit. The sub-prime 
mortgage crisis and its aftermath exacerbated the problem. This 
tightening potentially hurts countries in Africa more than many 
others, given the least developed nature of many of these countries.  
 Elements of success for any given country are its levels of 
involvement in international trade and also various sub-factors 
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influencing external trade itself:  tariffs, tax system, and 
development of general economic infrastructure, exchange rate 
regime, openness to and attractiveness for foreign direct 
investments, degree of regional co-operation, and other factors.  
Additionally, effective foreign trade also requires financing to 
make the purchase of imports and the delivery of exports efficient.  
Relative size of the external trade sector and international trade 
financing were therefore treated as mutually supportive categories 
in this research.  External trade is important for economic 
development and various types of external trade financing have the 
same importance for smooth and effective external trade itself.  
 The approach adopted is to re-examine relationships 
between aggregate national economic progress and external trade 
and trade financing for 29 countries in sub-Saharan region, using 
annual data from 2003 and 2004 (87 observations), compared with 
22 countries (66 observations) in the initial research (Batten & 
Bryant, 1999).  This article, as compared with the previous 
research, provides a two-level test:  the first level is the analysis of 
individual countries’ economic dynamics over the ten-year period 
from 1995 to 2004.  This includes comparison of major economic 
indicators for the analyzed period and provides qualitative analysis 
of major country-specific events and trends, which might be 
explanatory of economic, political, and social progress or distress 
for the same period.  The second level of the analysis was 
conducted using econometric tools.  
 Standard regression techniques were used to test the 
relationship between the size of the trade sector as measured by the 
level of exports and imports to Gross Domestic Product (GDP), 
and a number of variables, including real economic growth as a 
percent; GDP per capita; country-specific risk level; general 
economic performance; and the degree of access by each country 
to various sources of trade finance (bank finance; long- and short-
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term financing through international organizations; international 
and syndicated credit; and forfeiting). The initial model was 
improved, in part, by adding an additional variable.  
 The article is presented in three main sections.  The first 
section describes the economic context of problems in sub-Saharan 
African countries, and the nature of foreign trade and finance in the 
region.  Also all sub-Saharan African countries analyzed in the 
model are categorized based on their economic and financial 
structural indicators.  The second part presents a formally 
developed hypothesis and regression procedures used to test the 
relationship between the trade sector and economic and financing 
variables.  The last section provides some concluding remarks and 
recommendations.  Appendices provide country-specific review 
and performance dynamics comparisons over the last decade.  
Aggregated analysis in the main section of the article may distort 
some individual country’s outstanding performance and, therefore, 
may not explain categorization of any particular country.  In 
addition, more detailed statistical data are presented in appendices 
to supplement general discussion of the econometric model in the 
article. 
 

SUB-SAHARAN AFRICAN COUNTRIES:  KEY ISSUES 
 
 Economic growth during the 1990s and early 2000s in sub-
Saharan Africa could be characterized as very uneven across 
countries.  Similarly, within specific countries, economic growth 
was not stable due to many internal and external factors.  
Generally, however, on average since 1995, the region as a whole 
experienced robust economic growth (World Bank, 2003-2004), 
which, it is hoped, can be sustained. 
 This accelerated economic growth was attributable to a 
number of determinants:  broad internal reforms; political, social, 
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and economic developments, especially those directed toward 
improving tax systems, privatization, facilitating trade regimes, 
currency exchange regimes, etc.; regional cooperation:  regional 
trade agreements, establishment of regional financial institutions, 
and coordinating intergovernmental structures; financial and 
technical support of international communities, mainly from 
international financial organizations.  
 There were many notable accomplishments of countries in 
the region over the past decade.  Among these were lower levels of 
inflation; liberalization of international trade, with simplifications 
of tariff systems; facilitation of currency exchange; international 
treaties to promote exports from the regions into developed 
countries’ markets; improvements in social-humanitarian spheres, 
although still very moderate in the majority of the countries in the 
region; and improvement of external debt indicators.  These 
improvements are due to internal economic development and 
external financial support and debt relief programs. 
 On the other hand, some countries mismanaged their 
reforms, were reluctant to liberalize economies, and were trying to 
artificially control economic systems without allowing for market 
forces.  Also, internal political instability moderated economic 
growth or caused setbacks from earlier accomplishments.  Today 
among these distressed countries are Nigeria (general economic 
crisis), Ethiopia and Eritrea (war), Sudan, Sierra Leone, and 
Zimbabwe (political and general economic crisis).  Although some 
other countries in the region have not had severe political problems 
or even military conflicts, they still showed almost no progress 
over past ten years.  Besides poor governmental performance, that 
situation was attributable to other factors.  Being heavily indebted, 
some countries directed their proceeds to debt service and retiring 
debt, instead of directing currency proceeds to economic 
development.  
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 In some years, severe economic problems in agriculturally-
based countries occurred when weather conditions were 
unfavorable or when international market prices were extremely 
low for agricultural products.  Economic accomplishments in some 
years were offset by setbacks of other years, so that some countries 
showed moderate progress or no progress at all over the analyzed 
period.  Also, some countries had high growth potential, but were 
neighbors of economically and politically distressed countries.  As 
a result, they did not realize much actual progress, because many 
economic connections were broken and regional instability 
discouraged foreign direct investments and international trade with 
those countries.  Without hard currency proceeds from exports and 
other sources, imports of necessary investment goods to develop 
different industries restrained growth.  
 Historically, external financial cash flows, either as 
proceeds from international trade or as financial assistance from 
the international community, have been major determinants to 
solve many social-humanitarian problems (hunger and diseases) 
and to encourage economic growth prospects.  The role of 
international support must not be underestimated.  High 
governmental expenditures and relatively low proceeds from 
external trade caused external debts of many countries to increase 
substantially over the last two decades.  Repayment of that debt 
posed a major problem for any economic growth potential and 
prospects.  Various programs have been tried to alleviate the debt 
burden, including debt relief programs, financial assistance 
programs, debt restructuring programs, new loans with very 
favorable terms, joint investment projects, and bi- and multilateral 
country-specific trade agreements to promote exports around and 
from the region.  All of these measures, initiated by international 
financial organizations and the world economic community in the 
1990s, economically helped many countries in sub-Saharan Africa.  
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 Even with all of this help to the region, there was a gap in 
development, causing distinctive groupings of countries.  Also, 
much assistance from the international community in the 1990s 
was limited to countries that showed signs of democratic 
improvements and willingness to liberalize their economies.  Some 
poor countries, being reluctant to meet those requirements, were 
left without any external support.  That widened the development 
gap even more.  
 Historically, more successful countries in the region 
continued to move upwards during the last decade, while many 
previously poor nations showed signs of “sustainable poverty,” 
rather than any signs of sustainable growth, becoming even poorer.  
There were just a few exceptions among analyzed countries, over 
the last decade, that improved their situation and succeeded in 
becoming more politically and economically stable and successful 
in reducing their problems.  Some, however, moved down in the 
list, with Zimbabwe being an extreme example.  
 

COUNTRY-SPECIFIC ANALYSIS 
 
 A qualitative comparison of dynamics of major economic 
indicators for the 29 selected countries was done as the first level 
of analysis.  (See Appendix A for brief, country-specific analysis.)  
This comparison was also supported by analysis of different non-
quantitative factors, such as political events, changes in legislation 
and internal policies, and liberalization of trade regimes.  These 
factors can contribute also to understanding country-specific 
changes in performance over the past ten years.  
 An individual approach in analysis is appropriate, because 
the use of aggregate numbers can mask good or poor performance 
of some countries and not account for large deviations from the 
regional average performance indicators.  As in the original study, 
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all selected countries are grouped into three tiers of development, 
although there are differences in the groupings themselves.  (See 
Appendix B for Country Tiers classification and statistics.)  Tier 
One countries are economically strong, have diversified export 
structures and are less, if at all, dependent upon external financial 
and technical assistance programs than are countries in Tiers Two 
and Three.  Tier Two countries show signs of progress, but can be 
very close to falling into the Third Tier, if any contingent 
unfavorable conditions occur.  Tier Three countries are the poorest 
in the world; they are heavily economically distressed and may 
have some current severe political and social problems.   
 
(a) Tier One Countries 
 Bank financing and trade financing, in particular, are more 
readily available to countries with high economic standards, well-
developed economic policies, political stability, legal systems, safe 
and encouraging climates for foreign direct investments, and other 
highly developed and reliable systems, than those without.  These 
standards are essential for sustainable and significant economic 
growth and development over long-term periods.  Tier One 
includes South Africa in first place, with all other countries far 
behind in the table - Ghana, Kenya, Botswana and Mauritius.  Côte 
d’Ivoire and Zimbabwe were originally included in this first tier, 
but dropped to the second tier over the decade studied, as political 
unrest and economic distress of recent years offset many of the 
previous economic accomplishments, making these countries 
unattractive for international investments or trade.  Zimbabwe 
would now be in the bottom tier, due to its political strife and 
extreme inflation rates.  Botswana and Mauritius moved up into 
the top tier from Tier Two, previously. 
 South Africa has the most developed financial system in 
the region.  Rapid, stable growth and development have attracted 



9  
 
 
 

 
 

various foreign financial institutions to South Africa.  
Governments around the world and donor agencies (World Bank, 
the IMF, and the US Agency for International Development 
(USAID)) have been encouraging trade finance in goods and 
services in South Africa, by developing programs specifically for 
that purpose.  South African success has been an engine for 
development of other countries in the region.  
 The presence of numerous international banks in South 
African markets is also well explained by the development of 
external trade in the country, as more than 100 billion USD of 
external trade just in 2004 demonstrates a substantial and 
promising market to be served.  Major areas of business for many 
international banks include trade finance, letters of credit, foreign 
exchange activities, guarantees, crediting international trade 
transactions and services to offshore investors.  In addition, 
export/import banks, often as functional parts of commercial 
banks, guarantee performance of the parties involved and lend 
money for businesses to carry out trade transactions.  These 
institutions provide guaranties, documentation, and information in 
transactions, although they also extend credit to exporters and 
importers. 
 
(b) Tier Two Countries 
 Many of the same financial services that are available to 
Tier One countries are available to other countries as well, but in 
more limited quantity and quality.  The main reasons for the 
difference are 1) political and economic instability; 2) market size 
for specialized services, as many markets in the region are 
extremely small, and many large international banks prefer not to 
establish their presence in those markets; and 3) low levels of 
protection for international businesses in many regional markets, 
with vague legislative standards, complicated and volatile tax 
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systems, and risk of expropriation.  All of these factors serve as 
barriers for international businesses to go to many markets in sub-
Saharan African region.  It must be mentioned, however, that the 
majority of the countries in the region initiated reforms in these 
poorly defined spheres in the late 1990s and the reformation 
process is still ongoing for many of those countries.  But, more 
often, many exporters selling to these countries still prefer to guard 
payments in many cases through the use of letters of credit, cash in 
advance, or confirmed and irrevocable letters of credit. 
 There are ten countries with significant forms of trade in 
Tier Two, as shown in Appendix B.  These countries have 
infrastructure for development, but generally have high debt 
burdens.  Tier Two countries are less developed or are somewhat 
politically unstable.  Some of them are politically distressed or 
even involved, or recently involved, in military conflicts, and rely 
heavily on a few export products.  This reliance makes them 
extremely vulnerable and sensitive to external economic 
uncertainties and international markets’ severe unfavorable 
fluctuations.  In many of cases, the narrow export structures 
stipulated uncertain and moderate external revenues for the 
countries, which, combined with the necessity of substantial debt 
service obligations, did not allow for purchase of many needed 
investment goods for development of other sectors and industries.  
This has always been one of the major obstacles for improving 
economic conditions or building developmental potential in many 
Tier Two countries. 
 Their lower level of economic development, involvement 
in international trade, ability to sustain economic development and 
growth in the intermediate to long terms, moderate access to trade 
financing, and general external trade promotion improve the 
prospect for overall economic stability and progress.  For these 
countries, the absolute or relative volume of external trade may not 
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be the major focal point.  Instead, they need to establish stable 
trade relationships with foreign partners, develop stable sources of 
funding of various investment projects and for external trade itself, 
and diversify the export structure for better competitiveness.  
These actions will allow these countries to make their economic 
growth less volatile, especially due to external environmental 
shocks, and will improve the general economic situation within 
those countries. 
 Most of the Tier Two countries have stayed in the same tier 
since the previous study.  Burkina Faso, Nigeria, Swaziland, 
Lesotho, Senegal, Namibia, and Cameroon were all included in 
both lists.  Côte d’Ivoire moved up to Tier One, as mentioned 
above.  Ethiopia, Mozambique, and Tanzania improved from Tier 
Three to Tier Two over the 10-year period.  However, political 
unrest in Côte d’Ivoire, Ethiopia, and others threatens to severely 
undermine any trust that the international community has accorded 
these countries.  Zimbabwe fell from Tier One due to political 
instability and poor economic performance. 
 
(c) Tier Three Countries 
 Tier Three countries represent the least developed, poorest 
nations, and perhaps some of the most troubled in Africa for which 
data were reported.  Having scarce natural resources, many of them 
have to deal with war recoveries, draughts, famines, epidemics, 
and other problems.  These countries have some exports, but are 
mostly undiversified, usually consisting of three to five basic 
products, such as food and other agricultural products.  They 
typically import basic necessities, such as food products and, 
unfortunately, few investment goods, which are important for 
economic development and growth.  This category includes twelve 
selected countries. 
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 Countries in both the original list and the current one are:  
Madagascar, Malawi, Mali, Mauritania, Niger, Togo, Uganda, and 
Zambia.  New to the current list are Gambia, Eritrea, Sierra Leone, 
and Sudan.  Ethiopia and Mozambique moved up to Tier Two, as 
mentioned above.  Congo and Guinea are not included on the 
newer list, due to lack of data. 
 

HYPOTHESES DEVELOPMENT 
 
 The main hypothesis of this study is that the size of the 
trade sector, defined by combined exports and imports as a fraction 
of GDP (EIGDP), is a function of a number of macroeconomic and 
financing variables.  These variables include: 
 
(a) Size of the trade sector as associated with the economic growth 
level (GDPG) 
 Some previous studies (Schneider, 2005; Frankel & Romer, 
1999; Langenfeld & Nieberding, 2005; Makki & Somwaru, 2004) 
have already established relationships between export growth and 
general economic growth in less developed countries.  Externally-
oriented trade promotes external competitiveness, facilitating both 
export expansion and growth and stimulating development and 
improvement of comparative advantages in specific areas and 
industries.  According to Ghura (1995), the policy environment 
and the correct trade policy can affect long-run economic growth 
through their influence on labor and capital factors.  The 
alternative hypothesis states that there is no relationship for a 
variety of reasons, among which can be time lags between 
economic growth and trade sector expansion.1

                                                 
1 To lag variables, we would have had to build the time series model for at least 
10 years of observations, 1995 to 2004.  This will be the next research effort. 
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(b) Size of the trade sector as associated with the level of 
individual wealth (GDPPC) 
 Countries with high levels of individual wealth, as 
measured by GDP per capita, tend to experience financial 
deepening.  Individuals have more opportunities to save and direct 
domestic savings to finance national economies, external trade, and 
investment projects.  The alternative hypothesis is that there is no 
relationship due to low variation of incomes to account for 
differences in the trade sectors’ size.  Also, there might be no 
expected variation due to country-specific situations.  For example, 
Togo has low individual wealth levels with an associated 
developed trade sector, but a large portion of that trade is 
represented by transit merchandise.  While statistically it may be 
treated as Togo’s own exports and imports, this accounting distorts 
the true situation. 
 
 (c) Size of trade sector as associated with the level of economic 
performance (EPerf), as obtained from Euromoney (2002-04). 
 General economic progress and level of development of 
external trade is determined by the overall economic performance 
of the specific country.  Developed infrastructure (transportation, 
warehousing, retailing channels) are important for stable and 
smooth flows in any kind of business.  Alternative hypothesis:  
there might not be any relationship due to unreflective 
measurement of the overall performance or this relationship might 
be statistically insignificant. 
 
(d) Size of the trade sector as associated with the level of political 
risk (CRisk), as obtained from Euromoney (2002-04).  
 Macro stability may be directly related to investment 
growth and, therefore, to general economic growth.  Political 
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instability increases expected return from investment, and, very 
often, may discourage investment in general and growth as a 
consequence.  The alternative hypothesis is that there is no 
relationship due to the impossibility to objectively and completely 
quantify country risk measurement or that risk is not a significant 
factor in influencing the level of trade. 
 
(e) The size of the trade sector as associated with the degree of 
access to trade finance (AF)  
 Financing may be available from a number of sources, 
including:  
  (i) Access to bank finance (ABF), based upon disbursements 

of private, long-term guaranteed loans as a percent of GDP.  
It reflects the range of mainly short-term financing 
instruments available for production and financing of trade.  

 (ii) Access to short-term trade finance (ASTF) from 
international organizations.  ASTF generally represents 
access to government-supported export financing and is 
expected to be larger in monetary numbers than items 
financed through ABF. 

(iii) Access to international bond and syndicated loan markets 
(AICM) that might reflect the ease with which a country 
would be able to issue bonds and other loans.  AICM can 
also be government-supported financing, although larger 
corporations may also have access to international capital 
and money markets.  

 (iv) Access to and discount on forfeiting (DOF) reflects the 
average maximum tenor and the average spread over 
riskless countries, such as the US (Euromoney, 2002-04).  

 Different types of finance access were quantitatively 
measured with respective score measurements.  It is expected that 
the more developed of these countries have more financing options 
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available to them, which may be a positive factor in development 
of external trade.  The alternative hypothesis is that there is no 
relationship, due to insufficient variation in financing options 
available to countries to explain differences in those countries’ 
trade sector sizes. 
 These relationships may be functionally presented for the 
specific country (i) at time (t) in the following way: 
 
EIGDPit = f (GDPGit, GDPPCit, EPerfit, CRiskit, AFit), where: 
 

EIGDPit = Exports plus Imports divided by GDP 
GDPGit = Real GDP Growth, % 
GDPPCit = GDP per Capita, US$ 
EPerfit = Economic Performance, natural log of Economic 

Performance score 
CRiskit = Country Risk, natural log of Country Specific Risk 

score  
AFit = Total access to finance 

 
A country’s access to finance (AF) may be further presented as the 
function of four lower level components (ABFit, ASTFit, AICMit, 
ATDFit): 
 
AFit = g (ABFit, ASTFit, AICMit, ATDFit), where: 
 

ABFit = Access to Bank Finance 
ASTFit = Access to Short-Term Trade Finance 
AICMit = Access to Finance from International and 

Syndicated Loan Markets 
ATDFit = Access to and Discount on Forfeiting or Factoring 
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 This relationship is tested with a regression model for 
cross-sectional effects and relationships.  This model is a 
modification from the model developed in the initial study (Batten 
& Bryant, 1999).  EPerf variable was added to the revised model.  
EPerf, CRisk variables were represented as natural log functions of 
actual scores.  
 

DATA AND METHODOLOGY 
 
(a) Data 
 Seven countries were added to the model, compared to the 
twenty-two countries in the original model.  These twenty-nine 
countries are Botswana, Burkina Faso, Cameroon, Côte d’Ivoire, 
Eritrea, Ethiopia, Gambia, Ghana, Kenya, Lesotho, Madagascar, 
Malawi, Mali, Mauritania, Mauritius, Mozambique, Namibia, 
Niger, Nigeria, Senegal, Sierra Leone, South Africa, Sudan, 
Swaziland, Tanzania, Togo, Uganda, Zambia and Zimbabwe. 
 Economic data were sourced from the World Trade 
Organization country profile database (profile data for 2003 and 
2004) and from African Development Bank (2004).  The economic 
performance (EPerf) and country risk (CRisk) variables are from 
Euromoney’s assessment of country general economic 
development and political risk (Euromoney, 2002-04).  Raw scores 
are presented in Appendix A for each country.  The scores have a 
possible range from zero to 25 for each of these two variables.  
Highly developed Western countries with low political risk tend to 
have scores closer to 25 (range from 21 to 25), while riskier, less 
developed countries have scores in the 2 to 12 range.  The level of 
general economic performance was measured based on the same 
scale, using a possible range from 0 to 25, with 25 being the best 
score possible.  These scores were translated into natural 
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logarithms for inclusion in the model to adjust for extreme 
variations in the observations. 
 The four measurements of access to trade finance each 
have a maximum value of five points.  They are access to bank 
finance (ABF), access to short-term trade finance, (ASTF), access 
to international bond and syndicated loan markets (ACM), and 
access to and discount on forfeiting (DOF). 
  
(b) Methodology 
 The following general linear model was developed: 
 
EIGDPit = b0it + b1itGDPGit + b2itGDPPCit + b3itEPerfit + b4itCRiskit 
+ b5itABFit + b6itASTFit + b7itAICMit + b8itATDFit + uijt 

 
Standard multiple regression procedures were applied.  Hypotheses 
were presented as follows:  H0: bnit = 0 (where n  = 1 to 8) and Ha: 
at least one of bint is not equal to 0 (where n = 1 to 8).  The 
expected empirical signs on these variables are all positive. 
 Multicollinearity between the variables was low (variance 
inflation factors (VIFs) of less than three were found for all 
variables in the model), although some significant correlation 
between a few individual paired variables existed.  The model was 
also tested for heteroscedasticity with standard diagnostics 
techniques.  Problems of heteroscedasticity were not identified. 
 

EMPIRICAL RESULTS 
  
  (i) Summary Statistics 
 Table 1 presents descriptive statistics for the twenty-nine 
sub-Saharan African countries over the two-year period from 2003 
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to 2004.2

 

  High variation was found for economic performance, 
GDP growth figures, and country-specific risk levels.  High 
variability of these three factors may support the idea of extreme 
economic development and performance diversity in sub-Saharan 
Africa.  

Table 1:  Summary Statistics 
 
Variable N Mean Std Dev CV Sum 
EIGDP 87 0.5890 0.2815 0.4780 51.25 
GDPG 87 4.1437 4.6672 1.1264 360.50 
GDPPC 87 6.1310 0.9343 0.1524 533.40 
CRISK 87 1.8580 0.5380 0.2895 161.65 
EPERF 87 1.4180 0.8448 0.5958 123.36 
ABF 87 0.0257 0.0785 3.0505 2.24 
ASTF 87 1.9790 0.6912 0.3493 172.17 
AICM 87 0.4310 0.8616 1.9988 37.50 
ATDF 87 0.9656 1.2210 1.2645 84.01 

 
 Another interesting observation was made regarding the 
four factors of access to trade finance.  The extreme variation in 
economic performance is evident from the coefficient of variation 
(CV) for three out of four factors in AF category:  CVs of 3.05, 
1.99 and 1.26 for ABF, AICM and ATDF, respectively.  CVs 
larger than one show even greater variation around means for these 
three variables.  This indicates that values for these variables range 
from zeros to at least two times the mean for each of the respective 
variables.  Largely, these values are attributable to the fact that 

                                                 
2 The coefficient of variation (CV) values, from Table 1, show that high standard 
deviation creates a large spread relative to mean values of the variables.  CV = 
standard deviation/mean. 
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many countries had no access to those forms of trade finance or 
had almost non-existent access to no more than one form of trade 
finance (out of possible four forms).  Specifically, Côte d’Ivoire, 
Ethiopia, Madagascar, Mauritania, Togo, Zimbabwe, Eritrea, 
Sierra Leone and Sudan scored zero in three out of four categories 
of trade finance access.  (See Appendix A.) 
 
 (ii) Pearson correlation matrix for pairs of variables in the model 
 The correlation matrix of paired variables is presented in 
Table 2.  The high positive correlations were found between CRisk 
and four other variables, EPerf (0.737), ASTF (0.749), ATDF 
(0.634) and GDPPC (0.598).  Also high positive correlation was 
present  for  GDPPC  against  ASTF  (0.517),  AICM  (0.581)  and 
ATDF (0.596).  This may be indicative of the interrelationships 
and importance of country-specific risk factors (CRisk) and access 
to trade finance for businesses (AF variables) for better economic 
performance (higher EPerf and GDPPC).  At the same time, CRisk 
influences availability and diversity of trade finance options for 
countries with better risk scores. 
 
(iii) Multiple regression results 
 Regression results are presented in Table 3 and the analysis 
of variance is presented in Table 4, below.  The regression model 
was statistically significant (F = 3.206, assuming rejection of the 
null hypothesis that all coefficients in the model are equal to zero 
at the 99% confidence level) with an adjusted R-squared value of 
17.03%. 
 Results suggest that the level of exports and imports is 
positively related to five variables out of a total of eight 
independent factors.  Only three coefficients, EPerf, ASTF and 
ATDF, are negative, but they are not statistically significant.  
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Table 4:  Variance Analysis 
 

Source DF 
Sum of 
Squares 

Mean 
Square F Value Prob>F 

Model 8 1.6867 0.2108 3.206 0.0034 
Error 78 5.1298 0.0658   
Total 86 6.8165    

 
 Generally, GDPG was statistically significant in explaining 
external trade volume dynamics only at the 90% confidence level.  
GDP per capita was significant at the 99% level and was positively 
related with international trade activity.  Two coefficients, for 
variables ABF and AICM, were positive, as hypothesized, but only 
AICM was statistically significant at the 98% confidence level.  
 So, three factors, GDP growth level (GDPG), GDP per 
capita (GDPPC), and access to international capital markets 
(AICM), explain the dynamics of international trade volumes for 
these sub-Saharan African countries, as these three factors are 
statistically significant to validate those explanations.  Volume of 
external trade is positively related to the growth level of GDP, to 
the national wealth as measured by the GDP per capita; and larger 
external trade volumes will be associated with countries’ higher 
access to international capital markets.  
 In the initial study by Batten and Bryant (1999), the 
following factors were found significant in explaining trade sector 
behavior: GDPG, AICM, and ASTF.  Results of the current study 
suggest that the volume of internationally-oriented trade sector of 
the twenty-nine sub-Saharan African countries was associated with 
the following factors: 

  (i) GDP growth (GDPG), 
 (ii) GDP per capita (GDPPC), 
(iii) Access to international capital markets (AICM). 
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These findings are in line with the former study, since access to 
external sources of funds is important to growth and development.  
The difference in findings may be due to the natural shift in 
importance of various factors over the analyzed period or due to 
differences caused by sampling.  

 
SUMMARY AND CONCLUSIONS 

 
 Many sub-Saharan economies have been traditionally 
highly dependent on agricultural and raw material products in the 
structure of their exports.  Imports largely consist of machinery, 
equipment, medications, food products and technologically 
complex items.  From 1995 to 2004, many economies of the region 
experienced very volatile economic performance in general and in 
their foreign trade, in particular.  While very few successful 
countries experienced periods of sustained growth and 
development (Botswana, Ghana, Kenya, Mauritius, and South 
Africa), others were dealing with problems rooted as far back as 
the 1970s or 1980s or were affected by some contingent events.  
Some countries’ development was hampered by long civil wars 
and local conflicts with neighbors (Côte d’Ivoire, Eritrea, Ethiopia, 
Sierra Leone, and Sudan).  Agricultural economies were struck by 
severe weather conditions of early 2000s (droughts in Eritrea, 
Ethiopia, Swaziland and Togo).  Some countries, heavily 
dependent on raw materials and natural resources as the base of 
their export structures, were affected by the price drops in world 
commodities markets (Burkina Faso, Cameroon, Côte d’Ivoire, 
Eritrea, Gambia, Ghana and others).  Also, many international 
businesses have not been willing to enter local markets due to high 
levels of corruption, capital liquidity constraints, protectionist trade 
policies, and other risk factors (Cameroon, Swaziland, Tanzania, 
Zambia, Zimbabwe and others).  All of these issues deter growth 



Volume 11 (2008-09)  Trade Finance in Sub-Saharan Africa  24 
 
 
 
and do not stimulate international trade and cooperation in the 
region.  
 Many of the poorest countries in the region still showed 
improvements in many economic aspects: external debt reduction, 
increasing of national currency reserves, GDP per capita 
improvements, and other accomplishments.  Also many countries 
managed to increase their positions in international trade, at least 
in absolute figures, but often in relative terms, as well.  That was 
attributable to internal initiatives: economic and political reforms, 
quality improvements and trade liberalization by allowing in 
foreign capital (Burkina Faso, Cameroon, Ghana, Lesotho and 
other countries).  But among the most decisive factors was a 
willingness of developed countries to allow access to their markets 
for African products, through bilateral trade agreements, free trade 
zones, and regional cooperation agreements.  These agreements 
have significantly stimulated international trade development for 
many countries in sub-Saharan Africa, including (Burkina Faso, 
Cameroon, Ethiopia, Lesotho, Nigeria, Uganda, and almost all 
other countries in the region). 
 Generally, many sub-Saharan Africa countries have had 
positive economic accomplishments over the last decade.  Success 
was partially attributable to internal efforts (general economic, 
political, and industry-specific reforms), and to external assistance, 
through debt relief programs and favorable trade agreements.  
Continuing these efforts may be the major sources of economic 
success going forward in many sub-Saharan economies discussed 
in this study.     
 These accomplishments have become possible also because 
of the continued efforts of developed countries and international 
organizations, such as the UN and World Bank, in conjunction 
with efforts by the African Development Bank.  Many countries 
have received debt relief and debt restructuring, including 
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Cameroon, Ethiopia, Gambia, Madagascar, Malawi, Mali, Senegal, 
Sierra Leone, Togo, Zambia, and other sub-Saharan countries.  In 
addition, some countries have attracted foreign capital into local 
projects and joint ventures (Lesotho).  
 Progress on the Africa continent is encouraging.  Since 
access to international capital markets is demonstrated in two 
studies to be an important factor associated with active 
international trade, then strategies that improve the development of 
trade finance may be crucial to foster continued economic 
development and improvement in sub-Saharan Africa. 



Appendix A: Country-Specific Analysis 
 

Country Years Euromoney’s Country Scores GDP GDP 
PC 

Trade 

CRisk ABF ASTF AICM DoF 

Botswana 1995 15.45 0 3.5 1 3.32 4.66465 3190 0.8073 

  2004 17.04 0 1.83 2 2.92 8.7 4340 0.6485 

Burkina Faso 1995 7.11 0 1.25 0 0 2.46317 240 0.2937 

  2004 6.57 0 2.58 0 0 4.8 360 0.2113 

Cameroon 1995 4.88 0.79 2.25 0.5 0 7.96528 660 0.3572 

  2004 8.79 0 2.5 0 0 14.7 800 0.3555 

Côte d'Ivoire 1995 7.68 2.7 3.5 1 0 11.0001 730 0.5669 

  2004 4.71 0 1.83 0 0 13.404 780 0.8648 

Eritrea 1995 N/a N/a N/a N/a N/a 0.54804 200 0.9844 

  2004 2.62 0 1.17 0 0 0.92 180 0.4772 

Ethiopia 1995 3.3 0 0.75 0 0 5.78242 110 0.2697 

  2004 5.91 0 1.58 0 0 8 110 0.3985 

Gambia 1995 6.07 0 0.75 0 0 0.38179 340 0.7478 

  2004 8.88 0 1.5 0 0 0.42 290 0.75 

Ghana 1995 10.15 0.13 1 1.5 3.31 6.45819 380 0.483 

  2004 10.51 0 2.5 0.5 1.17 8.6 380 0.7728 

Kenya 1995 7.68 1.4 3.25 0.5 0.22 9.0467 280 0.5082 

  2004 9.77 0 2.25 0.5 0.58 15.6 460 0.4487 

Lesotho 1995 7.42 0 0 1.5 0.22 0.9329 710 1.2276 

  2004 9.22 0 2.83 0 0 1.4 740 1.1886 

Madagascar 1995 4.62 0 0.75 0.5 0 3.15985 240 0.3591 

  2004 6.73 0 1.5 0 0 4.4 300 0.5723 

Malawi 1995 6.15 0 2.25 1 0 1.42862 170 0.6679 

  2004 6.73 0 1.5 0 0.58 1.9 180 0.7011 
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Mali 1995 6.49 0 0 0 0 2.7947 250 0.3573 

  2004 7.23 0 2.17 0 0 4.9 370 0.6424 

Mauritania 1995 4.52 0 0 0 0 1.06819 470 0.7199 

  2004 4.7 0 1.17 0 0.58 1.4 420 0.5326 

Mauritius 1995 17.29 0.95 0 2 0.22 4.0415 3360 0.8373 

  2004 16.54 0.05 3.33 1.5 2.34 6.1 4640 0.6975 

Mozambique 1995 3.25 0.36 0.5 0 0 2.31082 140 0.3783 

  2004 8.27 0 2.33 0 1.17 5.5 250 0.6293 

Namibia 1995 10.38 0 0 1.5 0.22 3.5032 2300 0.8468 

  2004 13.97 0 2.5 2 1.75 5.5 2370 0.5865 

Niger 1995 4.85 0 1.25 0 0 1.8808 190 0.3157 

  2004 6.66 0 2.17 1 0 3.1 230 0.3532 

Nigeria 1995 4 0 2.25 0.5 0 28.108 210 0.71 

  2004 6.92 0 2 0 0.44 72.1 400 0.7546 

Senegal 1995 5.97 0.02 1.25 1 0 4.47701 550 0.4995 

  2004 10.57 0.04 2.17 0 0.58 7.7 670 0.5395 

Sierra Leone 1995 3.43 0 0.5 0 0 0.87074 180 0.2407 

  2004 4.87 0 1.17 1.5 0 1.1 200 0.4482 

South Africa 1995 15.39 0 2.5 3 4.37 151.113 3740 0.3804 

  2004 16.31 0.32 3.33 3 3.63 212.8 3650 0.4709 

Sudan 1995 2.02 0 0 0.5 0 7.28789 260 0.2225 

  2004 2.99 0 1.17 0 0.58 16.6 530 0.3778 

Swaziland 1995 8.46 0 0 0 0 1.36443 1490 1.4161 

  2004 7.82 0 1.5 0 1.75 2.4 1660 1.2158 

Tanzania 1995 4.7 0 0.5 0 0 5.25524 160 0.3849 

  2004 8.78 0 2.42 0 1.17 10.9 330 0.3333 
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Togo 1995 5.19 0 0 0 0 1.30938 330 0.675 

  2004 7.11 0 1.17 0 0 2.1 380 0.7019 

Uganda 1995 3.84 0 1.25 0 0.22 5.75598 250 0.2584 

  2004 8.07 0 2.33 0 0.58 6.8 270 0.2557 

Zambia 1995 3.97 0.04 0.75 1.5 0.22 3.47759 350 0.6844 

  2004 7.22 0 1.17 0 0.73 5.4 440 0.6194 

Zimbabwe 1995 11.01 1.05 2.25 2 3.3 7.14884 610 0.6075 

  2004 1.39 0 0.83 0 0 4.7 480** 0.7806 

 
*   2003, ** 2002. 
Sources:  Euromoney 2002-04. 
World Development Indicators Database (2008). 
  
KEY 

CRisk – political country risk score, 
ABF – access to bank finance, 
ASTF – access to short-term financing, 
AICM – access to investment and capital markets, 
DoF – discount on forfeiting, 
GDP – in current prices, bln US$, 
GDPPC – GDP per capita, US$, 
Trade – export and import related to the GDP. 



Appendix B: Country Tiers classification* 
 
Countries GDP (billions 

US$) 
Real GDP 
Growth 
rate %** 

GDP per 
Capita (US$) 

Total 
Trade 
Volume to 
GDP 

Tier One 
Countries 

    

Botswana 8.7 5.4 4340 0.6485 
Ghana 8.6 5.2 380 0.7728 
Kenya 15.6 1.8 460 0.4487 
Mauritius 6.1 3.1 4640 0.6975 
South Africa 212.8 2.8 3650 0.4709 
Tier Two 
Countries     
Burkina Faso 4.8 6.5 360 0.2113 
Cameroon 14.7 4.8 800 0.3555 
Côte d’Ivoire 13.404 -1.7 780 0.8648 
Ethiopia 8 -3.9 110 0.3985 
Lesotho 1.4 3.3 740 1.1886 
Mozambique 5.5 7.1 250 0.6293 
Namibia 5.5 3.7 2370 0.5865 
Nigeria 72.1 10.7 400 0.7546 
Senegal 7.7 6.5 670 0.5395 
Swaziland 2.4 2.4 1660 1.2158 
Tanzania 10.9 7.1 330 0.3333 
Zimbabwe 4.7 -10.4 480 0.7806 
Tier Three 
Countries 

    

Eritrea 0.92 3 180 0.4772 
Gambia 0.42 6.7 290 0.7500 
Madagascar 4.4 9.8 300 0.5723 
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Malawi 1.9 6.1 180 0.7011 
Mali 4.9 7.4 370 0.6424 
Mauritania 1.4 8.3 420 0.5326 
Niger 3.1 5.3 230 0.3532 
Sierra Leone 1.1 9.2 200 0.4482 
Sudan 16.6 6 530 0.3778 
Togo 2.1 2.7 380 0.7019 
Uganda 6.8 4.7 270 0.2557 
Zambia 5.4 5.1 440 0.6194 

* Data for 2004: World Development Indicators Database (2008). 
. 
** Data for 2003: World Development Indicators Database (2008). 
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