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Key Points

• Weekly theme: «Examining learning by exporting: Reflections from recent studies on Africa»
• Global markets were propped up by the US FED’s decision to lay down a clear framework for 

tapering plans.
  

 Examining Learning by Exporting: Reflections from recent studies on Africa.

The success of an economy depends critically on the extent to which market structure, business climate and 
institutions promote the allocation of inputs to more productive businesses. Correspondingly, superior 
firm productivity brings about business dynamism critical for a country’s economic performance. Since 
exporters tend to be more productive than non-exporters, developing countries have actively pursued 
export oriented industrialization policies by encouraging manufacturing firms to export to international 
markets. Similarly, current thinking regarding ways of facilitating structural change in Africa emphasizes 
the capacity of economies to ‘learn-by-exporting’, through interactions with foreign customers and 
learning how to meet higher product standards, or through technology embodied in imports.

It is widely believed that exporting firms with access to international markets achieve economies of 
scale and that they are better positioned to observe and adopt new technologies. In acknowledgement, 
export promotion policies are, generally, predicated on the belief that exporting enhances firm 
productivity[1]. Although this is a reasonable expectation, empirical evidence is not resoundingly in 
support of this proposition. Earlier empirical evidence was so mixed and inconclusive that two non-
exclusive explanations were put forward to explain export productivity premia across firms: self-selection 
(SS) and learning-by-exporting (LBE).  

The ‘SS’ hypothesis states that more productive firms can afford higher costs of exporting. Particularly, 
future exporters tend to have significantly higher productivity than non-exporters prior to the fact; 
prevailing productivity premia, irrespective of the causes, determine which firm exports in the future. 
Therefore, one would expect that the effect of exporting on productivity should occur when firms enter 
international markets, giving rise to a widening productivity gap between export entrants and continuing 
non-exporters. While earlier empirical studies have found support for self-selection [2], more recent studies 
have focused on investigating the impact of exporting on firm productivity by attempting to control 
for self-selection. The emerging LBE hypothesis ascribes superior post-entry productivity performance 
in new entrants vis-a-vis non-entrants due to knowledge flows from international competitors which 
provide incentives and opportunities for improving productivity [3].  

Even if the frontiers of theoretical and empirical literature are expanding to include varied forms 
of heterogeneity, the prevailing empirical literature provides strong evidence of LBE as explaining 
productivity premia across African firms. For instance, Van Biesebroeck (2005)[4] – one of the earlier 
studies giving credence to LBE in Africa - looked at firms from Burundi, Cameroon, Cote d’Ivoire, Ethiopia, 
Ghana, Kenya, Tanzania, Zambia, and Zimbabwe. The study shows that engaging in exporting enhanced 
productivity by 25-28 percent, while previous export activity raised current output on average by 25 
percent. The productivity effect attributed to exporting is substantially higher at 45 percent under the 
assumption of constant returns to scale in contrast to 22 percent under variable returns to scale.

The findings suggest that exporting firms in these countries are more productive than domestically 
oriented firms in the same location and industry. Peculiarly, the productivity of exporting African firms 
is higher upon entering foreign markets, unlike exporters in other regions that have some productivity 
premia prior to joining international markets. Similarly, post-entry productivity growth tends to be 
higher for African firms compared to other developing regions even after controlling for self-selection.   
   

1. See {UNCTID (2001). Export promotion for economies in transition: Central Asia and South-Caucasus, Studies in Trade and Investment 
No. 45. United Nations. New York. 

2. Bernard and Jensen (1995, 1999); Alvarez and Lopez (2005). 
3. Blalock and Gertler (2004), Van Biesebroeck (2005), De Loecker (2007), Trofimenko (2008), and Fernandes and Isgut (2009), Ma and 

Zhang (2008), and Yang and Mallick (2010). 
4. Van Biesebroeck, Johannes (2005). Exporting raises productivity in sub-Saharan African manufacturing firms, Journal of International 

Economics 67(2), 373-391.
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Stock Markets
Global Markets

Global financial markets were propped up by the US FEDs decision to lay down a clear framework for tapering plans. The FED 
announced its plan to combine a US$10 billion reduction in monthly asset purchases to US$75 billion with a likely extension 
of zero percent interest rates beyond expectations conditional on sustained economic gains. The plan has underlined the 
message that the gradual tapering of QE does not signify a tightening of monetary policy. Reports from the US Department 
of Commerce showed Q3 growth reached 4.1 percent the strongest performance since the final three months of 2011 and 
forecasts of 3.6 percent. The DJIA, FTSE-100 and the Nikkei 225 edged up 3.0 percent, 2.6 percent and 3.0 percent, respectively.  

African Markets

African markets closed the week with mixed performance. Nigeria’s All Share Index (NGSE) firmed 1.9 percent despite expected 
volatility in short-term flows due to the US FED’s tapering plans. The NGSE shrugged off tapering news to gain 1.9 percent, 
lifted by the banking and consumer goods sectors. The NGSE has gained 40 percent since the beginning of 2013.. South 
Africa’s Composite Index (JASH: IND) edged up by 3.2 percent with market sentiments remaining upbeat despite US FED 
tapering plans.  Market sentiments were in line with estimations that the US FED’s modest cut in stimulus is not likely to be 
followed by interest rate hikes and therefore will not trigger large portfolio flight from emerging markets. 

A more recent study[5] makes a similarly compelling case for the LBE hypothesis by exploring firm level data for 
Mozambique. The results show that while very few manufacturing firms export (3 percent out of the sample of 761 firms), 
and export participation is highly persistent, the productivity premium for exporting firms is significant at 15-24 percent. It 
recommends policies aimed at improving competitiveness through exporting as critical to improving anaemic growth in 
the manufacturing sector which presently account for only 3 percent of total employment. 

Another study[6] based on a panel of Senegalese manufacturing firms spanning the period 1998-2011 also affirms the 
LBE hypothesis for. The findings indicate significant productivity premia emanating from better skills (41 percent) and 
exporting (28 percent). The study places emphasis on government support to enable domestic firms enter foreign markets 
by encouraging market focused skills development that enhance productivity and competitiveness. Concomitantly, better 
access to patents and licences encourages firms to adapt to novel production methods and, subsequently, enhances their 
propensity to innovate.

These findings are broadly consistent with another study[7] which explores performance of 28 African countries against 
groups of developing countries in Asia and Europe. After controlling for differences in firm characteristics, infrastructure, 
institutional quality and business environment, African manufacturing firms exhibit a conditional advantage in productivity 
levels and growth. In other words, African firms perform better than firms in other developing regions of the world at similar 
income levels in spite of challenging circumstances. Key factors explaining the disadvantage of African firms, in contrast to 
better performing developing countries elsewhere, included infrastructure deficits, access to finance and export markets.

The unifying thread in the prevailing theoretical and empirical literature is a strong support for LBE in developing countries 
in Africa. The productivity gap between exporters and non-exporters is explained by utilization of capacity. While exporters 
have fully exploited scale economies to move up to a higher technological frontier, non-exporters produce at a lower 
production frontier with large returns to scale. Exporting allows firms to get round domestic shortfalls in demand resulting 
from constraints to formal consumer credit. Correspondingly, exporting expands the client base and exposes firms to 
international sources of trade finance and insurance. Nevertheless, the extent of productivity premia to be derived depends 
on country specific factors or firm level heterogeneity in exporters and non-exporters –for instance, foreign versus domestic 
and old versus new,  that requires deeper understanding. One of the themes of the L2C project[8] – a collaborative research 
program between AfDB, The Brookings Institution and UNU-WIDER sought to provide the required deeper understanding 
to guide practical policy making for industrial development in Africa. 

5. Rand, J., A. Cruz, C Newman, and Finn Tarp (2013). Learning by exporting: the case of Mozambican Manufacturing. Learning to Compete (L2C)-: Industrial Development 
and Policy In Africa, 24-25 June. Helsinki, Finland.

6. Cisse Fatou and Ji Eun Choi (2013). Do firms learn by exporting or learn to export?: Evidence from Senegalese manufacturers’ plants. African Development Bank. 
Working Paper Series, WPS No. 191.

7. Harrison, A., J. Lin & L. Xu (2013). Explaining Africa’s (Dis)Advantage. National Bureau of Economic Research. NBER Working Paper Series. WPS No. 18683, Cambridge, MA.
8. The project commenced in 2011 and run through 2013, during which time country teams produced a series of academic working papers that will eventually contribute 

to a large-scale publication of accumulated research findings. The country case studies are based on research on ten African countries: Ethiopia, Ghana, Kenya, 
Mozambique, Nigeria, Rwanda, Senegal, Tanzania, Tunisia and Uganda
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Commodity Markets

Crude (Brent): Oil prices firmed up 0.1 percent as a result of speculative pressure following uncertainty caused by 
a string of glitches and strikes at four Total refineries in France. Further support came from data showing the US 
economy grew at a faster pace in Q3 2013 compared to the past two years signalling stronger future fuel demand.  

Gold & Silver: Gold and Silver shed-off (2.0 percent and 0.03 percent, respectively) as speculative short positions 
grew in response to the intentions of the US Federal Reserve to cap bond purchasing. In 2013, silver was the 
second-worst performer in the S&P GSCI Spot Index of 24 commodities amid speculative pressure involving the 
FED’s tapering plans.

Cotton: Cotton futures surged 3.2 percent for a second consecutive week, despite the record production expected 
in 2013-14. Even though recent estimates show that Cotton futures will average as low as 73 cents a pound in 
Q4 2013, earlier estimates of a decline in import demand from China were overly exaggerated. Market reports 
show that China is selling its cotton from state reserves at the equivalent of 133 cents a pound, a price well above 
the international market. This is expected to induce imports by firms. China currently holds more than half of the 
world’s cotton inventories. 

Coffee: Arabica coffee firmed up 3.4 percent on speculative pressure as investors view the convergence in price 
with other varieties as a sign of a turnaround in the USD 6.3 billion Arabica market. The price of Robusta also firmed 
up 2.7 percent amid falling stockpiles and slow exports from Vietnam as farmers hold off selling in anticipation of 
better prices at the end of the harvest season.

Cocoa: Forecast deficits for cocoa were updated to MT 207,000 from 107,000 a month earlier in November. The 
production growth constraints contributed to rallying cocoa prices (+1 percent). Adverse weather conditions in 
Cote d’Ivoire remain the chief supply side challenge.. In addition, speculative bets on higher cocoa prices more 
than doubled this year as consumption is forecast to outstrip production in the 2013-14 season started in October. 

Figure 2: Price of Crude Oil Figure 3:  Oil & Metals – Weekly price changes (%)

Source : Bloomberg (Nov. 2013)

Source : Bloomberg (Nov. 2013)

Figure 4: Price of Gold (US$/t.oz)                                                                  Figure 5:  Agricultural commodities 
Weekly price changes (%)
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Food Security Watch

South Sudan: Humanitarian aid agencies estimated US$166mn in emergency funding from now until March 2014 
for the needs of those affected by the violence in South Sudan. The Civil conflict that begun in December 15, 2013 
is estimated to have displaced around 58000 people in addition to 1000 in reported fatalities. 

Sovereign Debt Issues in Africa

African yield spreads tightened for a third consecutive 
week. South Africa continues to run large external and 
fiscal deficits that are proving slow to correct, against a 
backdrop of subdued growth, infrastructure limitations 
and weak commodity prices. The yield on the 2026 
government bond inched up 4 basis points to 8.2 percent 
while that on the 2015 paper was up 3.5 basis points 
at 6.09 percent. The yield on the government’s 5.75 
percent Eurobonds due in April 2020 bonds retreated 2 
basis points to 6.83 percent- the lowest level on a closing 
basis since September. The yield on 2016 notes fell 19 
basis points from the last sale Dec. 2 to 12.2 percent, 
while the yield on 2020 securities advanced five basis 
points to 13.95 percent. Yields on Nigerian government 
bonds were mixed.  The 10-year benchmark bond, which 
is listed in the JP Morgan emerging market government 
bond index (GBI-EM), closed flat at 13.03 percent. The 
5-year bond saw its yield rose marginally to 13.1 percent 
on Thursday, from Wednesday’s close of 12.82 percent.

Market Brief Volume 4, Issue 53; For the period of Dec. 23-27, 2013

Currency Markets

The US dollar fell from fell from five-year highs against the yen and to two-week peaks against 
both the euro and the Swiss franc.. The dollar rose against the Euro, which was held back by 
S&P’s decision to cut the European Union’s supranational long-term rating to AA-plus from 
AAA, citing rising tensions on budget negotiations. 

Similarly, the greenback strengthened against major African currencies. The South African 
rand was stable during the week, but remained weaker than the US dollar (1.8 percent). 
While fears of a sharp depreciation in the rand did not materialise as currency markets have 
factored in the Fed’s decision, we expect the rand to remain vulnerable in 2014 due to short-
term volatility in portfolio flows. 
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Figure 6: Weekly % Changes of Selected African Yield Spreads                                                                     

Source : AfDB (Dec, 2013)

Development Partnerships

African Development Bank: AfDB approved the release of US$184.79 million fund for a proposed 9,000-kilometre 
Trans-Sahara Highway. The project involves the construction and asphalt of 565 kilometres of road to link the main 
axis and the Chadian branch of the Trans-Sahara Highway. Part of the amount would be used for the construction 
of a 543-metre-long bridge on River Niger at Farié, with three kilometers of access road and  the construction of 
infrastructure to ease transport and transit at the Algeria and Niger and the Niger and Chad borders.
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Countries in Focus

Kenya: During the week Kenyan stocks fell in the longest selloff on record as foreigners sold shares on speculation 
that the Federal Reserve’s plans to monetary stimulus. Reports from fitch ratings indicated South Africa, Nigeria and 
Ghana are at risk of losing foreign investor flows when tapering begins due to financial sector exposure. The FTSE 
NSE Kenya 25 Share Index fell for 13 consecutive days, declining 0.6 percent to 169.71 by December 18. The gauge’s 
14-day relative-strength index was at 24.4, below the 30 level that signals overselling.  

South Africa: South Africa’s credit risk is rising relative to emerging-market peers on investor concern the nation may 
get downgraded due to receding economic growth and rising borrowing costs. South Africa’s default swaps are the 
fourth-highest among emerging market economies. Investors are paying 1.05 percentage points more to insure the 
country’s debt against non-payment for five years using credit default swaps than for similarly rated countries, up 
35 basis points in the fourth quarter

5

Updates on African Economic Indicators

Nigeria: Nigeria’s budget plan for 2014 remains unchanged from its 2013 level of NGN 4.9 trillion (US$ 30.96 billion) 
despite expectations of reduced oil production. Oil output estimates for the coming six years are 6 percent lower 
than the figure of 2.53 million barrels a day for 2013. 

Kenya: The rate of inflation dropped for the third consecutive month to 7.15 percent in December. The year started 
with a low inflation rate of 3.67 percent in January which went up and down in alternate months until June when 
it stood at 4.91 percent and rose subsequently over the next three months to September when it peaked at 8.3 
percent. In October, the rate started on a gradual decline of 7.8 percent to close the year at 7.2percent.

Ghana: Ghana’s currency Cedi plummeted 15 percent in 2013 against the dollar, driving up inflation. Ghana missed 
its targets to reduce the budget deficit to 9 percent of gross domestic product. The cedi’s decline is the worst 
among major African currencies. Ghana’s fiscal deficit is now forecast to be 10.2 percent of GDP this year before 
narrowing to 8.5 percent in 2014. 

South Africa: South Africa relies on foreign investment in bonds and stocks to plug its current-account deficit, which 
widened to 6.8 percent of GDP in the third quarter. Those flows are drying up as investors anticipate a reduction 
in stimulus from the Fed. Foreign investors have sold an estimated net ZAR 17.1 billion (USD1.65 billion) of South 
African bonds since the beginning of November 2013, cutting inflows in 2013 to ZAR 25.7 billion. This sum falls 
short of the average ZAR 19.5 billion a month needed to fund the current-account shortfall of South Africa.
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Global Economic Leading Indicators
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Chinese Purchasing Managers’ Index (PMI)                            India Purchasing Managers’ Index (PMI)

Japan Purchasing Managers’ Index (PMI)                USA Purchasing Managers’ Index (PMI)

                    Eurozone Purchasing Managers’ Index (PMI)                                   US Unemployment Rate

Source: Markit and US, Institute of Supply Management. 2013
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Appendix Table 2 : Exchange Rate Movements – Week ending 27 December 2013

        Appendix Table 1: Stock Market Movements – Week ending 27 December 2013
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Source : ADB Statistics Department, December 2013. 
* in the interbank currency market.

Source: Bloomberg. * value at end of 27/12/2013


