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ABSTRACT

The rationale for regional integration among developing countries rests mainly on
the effects of the creation of regional markets on the more fundamental problems of those
countries which include the need for mobilization of unemployed resources, capital
formation for domestic investment, improvement in the general standard of living, and the
prospective gains from trade liberalization. While these goals are important, the structural
features of typical developing countries often present enormous obstacles toward their
realization.

The Economic Community of West African States (ECOWAS) was established in
1975 and is made up of sixteen countries. While one of its main objectives is to
encourage and intensify intraregional trade among the member states and to reduce
external trade dependency, it is also anticipated that effective economic integration would,
in the course of time generate clear political and socio-cultural ties which would, in turn,
reinforce the integration scheme. However, since the formation of ECOWAS in 1975,
intraregional trade has remained very low compared to extra-regional trade, and this along
with various structural and policy constraints within the region have impeded the process
of effective regional integration.

The purpose of this study was to provide possible explanations in terms of the
relative impacts of specific factors that tend to contribute to or limit intraregional trade
among the ECOWAS states and the general implication for regional integration. The
concept of regional integration is based on the transactional paradigm for which aggregate

Vil




trade flows provide a basis for assessing the past performance as well as the future
prospect of a regional integration scheme.

The study encompasses a period of 15 years (1975-1989) for which data were
collected on eleven indicators and for each of the sixteen ECOWAS countries. Six
research hypotheses were developed based on debt service ratio, economic modemization,
external dependency, colonial heritage, type of economic system, and type of political
system. A bivariate analysis between each of six independent variables and level of
intraregional trade supported many of the hypothesized relationships.  Further,
multivariate analysis based on the autoregressive procedure (Yule-Walker method) showed
that debt service ratio, economic modernization, and external dependency (net foreign
direct investment) had positive effects on level of intraregional trade. The dummy
variables representing colonial heritage and type of economic system were found to
explain some of the differences in level of intraregional trade for all different
specifications of the estimating equation. The effect of the dummy variable for type of
political system was negative.

While pointing to some of the critical factors that affect intraregional trade in the
ECOWAS, this study also challenges some widely held assertions that extemal
dependency tend to impede’ intraregional trade, hence the prospect for effective regional

integration in the ECOWAS.
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CHAPTER 1

INTRODUCTION

General Introduction

The relative success of the European Community as a model for regional
integration has spurred great interest in other parts of the world as nations develop
policies on mutual economic cooperation in order to advance their level of development
and welfare. "The rationale for regional integration among developing countries rests
mainly on the effects of the creation of regional markets on the more fundamental
problems of those countries, which include the need to increase the opportunities for
profitable domestic and foreign investment, the need to mobilize unemployed resources,
and the prospective gains from rationalizing the emergent structure of production”
(Robson, 1980: 146). In such underdeveloped regions as Latin America, Asia, and Africa,
"nations have opted for regional economic integration as a development strategy aimed
at increasing the welfare gains from increased intra-regional trade as well as to secure
better terms in their economic relations with international institutions and development
agencies”" (Davies, 1983: 170-171). While the above goals are important for the success
of these integration arrangements, the structural features of typical developing countries
often present enormous obstacles toward their realization.

"Regional integration in West Africa as in other developing areas, is
development-oriented integration in the sense that development goals constitute the central

objective as well as the driving force in all joint economic activities within the region"
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(Onwuka & Sesay, 1985: 150). It was also anticipated in the beginning of the Economic
Community of West African States, hereafter referred to as ECOWAS, that "effective
economic integration would in the course of time generate clear political and socio-
cultural ties which would, in turn, reinforce the integration scheme" (Ezenwe, 1983:136),
hence, one of the main objectives of ECOWAS, is to encourage and intensify
intraregional trade among the member states and to reduce external trade dependency.
The ECOWAS was established by the Treaty of Lagos on 25 May 1975, by the
Heads of State and Government (or their representatives) from Benin, Nigeria, Burkina
Faso, Cote d’Ivoire, Gambia, Ghana, Guinea, Guinea Bissau, Liberia, Mali, Mauritania,
Niger, Senegal, Sierra Leone, and Togo. They were joined a few months later by the
Cape Verde Islands, thereby increasing the number of member states to sixteen (Table
1.1). As stated by the United Nations Conference on Trade and Development (UNCTAD,
1991), most ECOWAS members, namely 12 countries, have less developed country status
(Benin, Burkina Faso, Cape Verde, Gambia, Guinea, Guinea Bissau, Liberia, Mali,
Mauritania, Niger, Sierra Leone, and Togo); the other four are classified as lower middle
income countries. The ECOWAS region covers a total of about 6 million square
kilometers and has a population of over 180 million with a per capita income of US$339
in 1987 (from a gross domestic product of over US$61 billion). Three countries have
populations of less than 2 million, while about eight countries have populations of
between 2-5 million each. Only two member states, Ghana and Nigeria, have populations
in excess of 10 million. Nigeria has a population of about 100 million and represents

nearly 60 percent of the total population of the Community.




Table 1.1

Historical Profile of ECOWAS Member States

COUNTRY AREA OFFICIAL DATE OF CORE
(sq.km) LANGUAGE | INDEPENDENCE STATE
BENIN 112,622 French August 1,1960 France
BURKINA FASO | 274,200 French August 8,1960 France
CAPE VERDE 4,033 Portuguese | July 5.1975 Portugal
COTE D’IVOIRE | 322,463 French August 7,1960 France
GAMBIA 11,570 English February 18,1965 G. Britain
GHANA 238,305 English March 6, 1967 G. Britain
GUINEA-BISSAU | 36,125 Portuguese | Sept. 10,1974 Portugal
GUINEA 245,857 French October 2, 1958 France
LIBERIA* 111,370 English July 26,1847 US/GB
MALI 1,204,021 French Sept. 22,1960 France
MAURITANIA 1,030,700 French Nov.28,1960 France
NIGER 1,267,000 French August 3,1960 France
NIGERIA 923,768 English October 1,1960 G.Brntain
SENEGAL 197,161 French April 4,1960 France
SIERRA LEONE | 71,740 English April 27,1961 G. Britain
TOGO 56,000 French April 27,1960 France

Liberia was never colonized.
US/GB = United States/Great Britain

Source: Compiled based on information from George Kurian: The Encyclopedia of the

Third World,(4th Ed),Vols. LILIII, 1987/92. New York, NY: Facts on File.
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For the fact that "West Africa produces a wide range of commercial crops, including
tropical oils (the world’s largest), peanuts, coffee, 60 percent of the world’s cocoa and a
variety of mineral resources including petroleum, it is an important world sub-region”
(Gambari, 1991: 17).

The rest of this chapter will include a review of the nature of the problem,
definition of regional integration, objectives of the study, justification for and limitations
of the study. Chapter I will provide background information on the Economic
Community of West African States (ECOWAS) and the structural and policy constraints
on West African regional integration. Chapter IIl provides a review of regional
integration experiences in Europe and Central America. Chapter IV provides a review
of the major theories of regional integration including the theoretical framework of this
study. Chapter V presents the transactional model which guide the study, the major
research hypotheses, and a discussion of the dependent and independent variables
including the research methodology. Chapter VI provides the findings based on an
analysis of the relationship between the independent variables and level of intraregional
trade, while Chapter VII provides the findings based on the explanatory effects of the
independent variables on level of intraregional trade. Chapter VIII presents the summary

and conclusion of the study.

Nature of the Problem

International organizations such as the Economic Community of West African States

provide the institutional basis for monitoring or assessing the efficacy of various
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integrative processes between member states. Progress toward integration and
harmonization of the national economies of the sixteen ECOWAS member states has been
hampered by the fact that the rate of growth in intraregional trade (transactions) has
remained very low ever since ECOWAS was formed in 1975. Okolo and Wright (1990:
4) state that "ECOWAS’ trade pattern is one very much linked with and dependent upon
the outside world, with less than 10 percent of official trade being intraregional."

Gambari (1991: 39) states that "intraregional trade in West Africa as a percentage
of total extemal trade is the smallest of all other world regions, and that the most
commonly used figures for intraregional trade in West Africa is between 2.2 percent and
3.3 percent." He concludes that no significant increases in intraregional trade have taken
place among the West African countries since the decade of the 1970s.

There are other equally pressing problems which confront the ECOWAS integration
scheme. The low level of infrastructural development, high rate of foreign indebtness,
low rate of literacy, low market volume, and export-oriented non-complementary primary
agricultural products, have tended to limit the growth in the level and efficacy of
transactions between the member states. As these nations look outward for solutions to
their problems, they tend to neglect potential choices within the region including cases
where joint regional innovation could provide satisfactory solutions. Robson (1983: 2)
contends that "during the last two decades, the record of African regional integration has
not been outstandingly successful; that trade expansion has been slow, intra-group trade
has remained modest, and industrial coordination has often been conspicuous by its

absence."




Research Question

The main research question posed by the above problems and the points articulated
earlier in terms of ECOWAS’ objectives is: Why has intraregional trade (transactions)
remained very low among the ECOWAS states in light of the fact that regional trade
expansion remains one of its main objectives?

Before I proceed, it will be useful to look at the concept of regional integration and
to explicate some of the definitions that pervade the field, in the belief that it will shed

more light on which aspect of regional integration theory drives this study.

Definition of Regional Integration

Although the focus of this study is the concept of regional economic integration,
the definition is presented within the more encompassing environment of integration
theory. According to Deutsch (1968: 159), "integration is a relationship among units
which are mutually interdependent and jointly produce system properties which they
would separately lack." Hence, to integrate generally means to make a whole out of
parts; to turn previously separate units into components of a coherent system.

While Blau (1975) defines integration as a form of social interaction, further review
of the literature provides other functional definitions of integration. Van Wagenen (1952:
10) defines integration as "the attainment of a sense of community, accompanied by
formal and informal institutions and practices, sufficiently strong and widespread to assure
peaceful change among members of a group with reasonable certainty over a long period

of time." Kaplan, cited in Caporaso (1974: 5), views integration in terms of "regulatory
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processes which join systems or organizations with separate institutions and goals within
a common framework providing for the common pursuit of at least some policies.”
Etzioni (1965: 330) defines integration as "the ability of a unit or system to maintain itself
in the face of internal and external changes,” while on the other hand, Haas (1966: 94)
looks at integration as "the process whereby actors in several distinct national settings are
persuaded to shift their loyalties, expectations, and political activities toward a new and
larger center whose institutions possess or demand jurisdiction over the pre-existing
national states."

While most of the above definitions deal with integration in terms of political
integration or unification among nation-states, the focus of this study on regional
economic integration necessitates a consideration of alternative definitions. However,
there is no attempt to discount the political implications of economic integration except
to emphasize the point that the primary goal of ECOWAS is the attainment of economic
integration, which is hoped, would incidentally "spillover” into political integration. That
is, as gains from economic integration increase and cumulate, it would necessitate the
need for the creation of structures (treaties or policies) and institutions that would
safeguard and coordinate both the mutual gains of economic cooperation and the existent
system of interstate relations.

Economic integration can take such forms as: the free flow and exchange of
goods, services and productive factors (trade); the strengthening of collective bargaining
power against the rest of the world; the coordination, harmonization and unification of

economic policies (commercial, fiscal, monetary), or a mixture of these among members
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of a regional integration framework (UNCTAD, 1991: 2). "The main raison d'etre of
economic integration for developing countries lies in its potential for pooling together,
hamessing and making more effective use of their natural resources and markets with a
view to facilitating economic growth, industrialization and technological progress”
(UNCTAD, 1991: 3).

It is envisaged by the United Nations Conference on Trade and Development
(UNCTAD) that the expansion of the domestic market through regional economic
integration stimulates the development of local industries, promotes diversification of
products and exports, and allows economies of scale to be realized in many industries.
The opportunities for trade created by the enlarged domestic market would enhance
competition and lead to more investment in industry and infrastructures which generate
employment and income. Furthermore, member countries of an integration grouping
could also strengthen their bargaining positions in international negotiations by adopting
common stands on issues of common interest.

In this study, the choice for the definition of regional integration is guided by the
transactional theory of integration. It must equally be emphasized that regional
integration and community formation can be and are used interchangeably here. The
theoretical and empirical linkages between transaction flows (i.e., communication patterns)
and community were first introduced into the literature of political science by Karl
Deutsch. Deutsch (1954: 46-64; 1957) pointed out that "international community
formation (regional integration) could be ascertained and measured by examining the

volume, content, and scope of international transactions between relevant community
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members.” Thus, "if international community formation is in progress, one would expect
to observe internal intensification and expansion of transaction flow patterns, matched by
a reduction in transactions with non-members of the regional community" (Puchala, 1971:
139).

For the purpose of this study, regional integration is viewed as a process of
community formation engendered by increasing levels of transactions (intraregional trade)
among units or states engaged in an integration scheme. For the fact that there are other
definitions of regional integration as has been noted earlier, there is no attribution of
comprehensiveness to the definition used here. This definition permits us to approach
regional integration from the transactionalist perspective denoting the fact that
intensification of transactions (economic as well as political) among nations is essential
for regional integration, while low or decreasing levels of international transactions do not
contribute to regional integration. Secondly, most of the literature cited in this study
points to the low level of intraregional trade as a key obstacle to West African regional
integration. Since trade is an indicator of transactions, this definition seems particularly
suitable for the study of regional integration in West Africa.

Puchala (1971: 129) points out that "although different states exchange different
volumes of different kinds of transactions at different periods in time, continuities and
shifts in transaction flows can reflect movement toward or away from regional
integration.” Transactions between states can be of an economic (trade) or political nature
(bilateral or multilateral agreements), or they may concern social, cultural, or technical

affairs. For example, since trade and communication are used as indicators of transaction




10

flows, it can thus be stated that continuities and shifts in trade and communications can
reflect movement toward or away from regional integration. In other words, movement
toward regional integration suggests an intensification or highly significant increases in
trade and communication flows between member states; if this does not occur, then there
is movement away from regional integration. Pentland (1975: 13) argues that "to the
extent such exchanges are intense, enduring and perceived as mutually rewarding, they
represent the structural bonds of an integrated system which can be as stable and
efficacious as one which is formally governed by a common authority."

In view of the low rate of intraregional trade between members of the ECOWAS
which has fluctuated between 2 to 4 percent since the founding of the ECOWAS in 1975,
and the relative expansion of trade with external non-members, it can be argued that the
member states of ECOWAS have been moving away from regional integration or at best
regional integration has remained stagnant. Since one of the main objectives of
ECOWAS is to increase intraregional trade (internal intensification) and to reduce external
trade dependency (external discontinuity), it can be argued that increases in intraregional
trade will generate incremental leaps toward regional integration. The objective is not to
increase trade for trade’s sake, but for the cumulative gains that it can generate, i.e.,
economies of scale, expansion of the domestic market, regional infrastructural
development, economic development, employment, capital formation, self-reliance and
reduced external dependency. Moreover, substantive growth in intraregional trade will
provide an effective economic anchor for the subsequent goal of a common market and

the foundation for future political unification.
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Objectives of the Study

The objectives of this study are threefold:

(1)  To explicate the ECOWAS situation in the context of a regional integration
framework among less developed countries.

(2) To provide possible explanations in terms of the relative impacts of specific

factors that tend to contribute to or limit intraregional trade (transactions) among

the ECOWAS states.

(3) To present empirical justification for the transactional paradigm as a useful

model for the analysis of regional integration in West Africa or in other areas.

Justification for the Study

In this study, it is argued that high levels of intraregional trade (transactions) are
conducive to the creation of a regional economic community. While most scholars of
West African regional integration (Robson, 1983; Ezenwe, 1983; Asante, 1986; Okolo &
Wright, 1990; Gambari, 1991) have all pointed to the low intraregional trade among the
ECOWAS states, citing among other reasons, the high level of indebtedness of the
countries, external dependency, low levels of economic development, and colonial
differences; this study goes further and aims to provide empirical validation or non-
validation of these assertions. Furthermore, Duffy and Feld (1980) argue that one of the
main issues regarding the transactional or communications approach is the lack of a
causal basis for its assumptions concerning shifts in transaction patterns. This study

represents an attempt to deal with this issue in the context of a particular regional setting.
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The emphasis on trade between members of common markets is evidenced in
previous studies on regional integration. Krause (1964: 11) points out that "trade among
the member countries of the European Economic Community increased by 98 percent
between 1958 and 1962, while their trade with the rest of the world increased by only 35
percent in those years." At the same time, industrial production within the member
countries increased by 34 percent or an average annual growth rate of 7.6 percent. Nye
(1968: 404) asserted that "the expansion of trade in Central American industrial goods
which rose 535 percent during 1960-1965, was the most spectacular achievement of the
Central American Common Market." Haas (1971: 23) also pointed out that "there was
a very high correlation between nontrade and noncommunity formation in the Latin
American Free Trade Area (LAFTA) and an equally high one between the relative success
of the Central American Common Market and the above-mentioned spectacular increase
in regional trade."

As has been pointed out earlier, the expansion of intraregional trade is one of the
main objectives of the ECOWAS. It was believed that by increasing trade among the
member states of the economic community through liberalization policies, economies of
scale would be achieved, the regional market would expand, and the economic incentive
for harmonizing national economic policies would have been created as the Community
advanced toward total economic union. In terms of the number of participant countries,
the ECOWAS (16 members) remains the largest of all regional integration frameworks

in the world and has been in existence for almost 19 years.
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Findings from this study would help in directing the effort of regional policy
makers to deal with the fundamental development issues affecting the West African states
in their progress toward regional integration and development. Also. the findings could
be useful to some international organizations like the World Bank and the IMF that deal
with issues of Third World development, capital lending, and technical cooperation.
Furthermore, while the ECOWAS states provide a good test case of the enduring
problems which have befallen most regional integration schemes among less developed
countries, the transactional approach as well as the analytical perspective utilized in this
study, can provide a useful model for studying other integration schemes and also
contribute to the discourse on the efficacy of regional integration as a development

paradigm for less developed economies.

Limitations of the Study

The most general limitation of this study is the lack of data on some of the
indicators that could have been used. For instance, it would have been useful to include
data on intraregional mail flows, or telephone exchanges but their inclusion is precluded
because of non-availability of the data. Furthermore, since the unit of analysis is the
nation-state of the ECOWAS on which the data for analysis are collected, data on
programs undertaken by the Secretariat (or the administrative institution) of the ECOWAS
are not used. In the next chapter, I will provide background information on the
ECOWAS including structural and policy constraints that affect regional integration in

West Africa.







