United States International Trade Commission

U.S. Trade and
Investment With
Sub-Saharan Africa

Third Annual Report

Investigation No. 332-415
USITC Publication 3552
December 2002



GPO
Note
Under authority granted by Title 44 USC, this copy was downloaded from the agency’s website by the U.S. Government Printing Office on June 1, 2007.



U.S. International Trade Commission

COMMISSIONERS

Deanna Tanner Okun, Chairman
Jennifer A. Hillman, Vice Chairman

Lynn M. Bragg
Marcia E. Miller

Stephen Koplan

Robert A. Rogowsky
Director of Operations

Robert B. Koopman
Director of Economics

Address all communicationsto
Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



U.S. International Trade Commission

Washington, DC 20436
WWw.usitc.gov

U.S. Trade and Investment With
Sub-Saharan Africa

Third Annual Report
Investigation No. 332-415

Publication 3552 December 2002




This report was principally prepared by

Arona Butcher, Chief, Country and Regional Analysis Division

Laurie-Ann Agama, Project Leader
Nannette Christ, Deputy Project Leader
Douglas Newman, Office of Industries Coordinator

Office of Economics
Edward Wilson, John Benedetto, Cindy Cohen, John Giamalva, and Diane Manifold

Office of Industries
Tsedale Assefa, Laura Bloodgood, Cynthia Foreso, Alfred Forstall, William Greene,
Eric Land, Christopher Mapes, Laura Rodriguez, and Judith Webster

Student Interns
Cory Davidson, Matthew Dixson, Erin Gammill, Adam McKean,
Lynn Miles, and Michael Smmons

Office of Information Services
Andy Rylyk, Patricia Augustine, Barbara Bobbitt, Frank Edwards,
Patricia Holland, and Peggy Verdine

Office of Publishing

Reviewers
James Stamps and Elizabeth Nesbitt

Supporting assistance was provided by:
Patricia M. Thomas, Office of Economics

Address all communicationsto
Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



EXECUTIVE SUMMARY

This report is the third in a 5-year series documenting U.S.-sub-Saharan Africa (SSA)
trade and investment flows. The U.S. International Trade Commission (Commission or
USITC) compiled this report at the request of the United States Trade Representative
(USTR). In a letter dated April 12, 2000, the United States Trade Representative asked
the U.S. International Trade Commission to submit a report that provides: an analysis
of U.S.-SSA merchandise trade and services trade flows; country-by-country profiles
of the economies of each SSA country, including information on major trading
partners, and a summary of the trade and investment climates in each; a summary of
U.S. foreign and total direct investment and portfolio investment in SSA; information
on SSA privatization efforts; updates on progress in regional integration in SSA,
including statistics on U.S. trade with the major regional groupings; and a summary of
multilateral and U.S. bilateral assistance to SSA countries.

In a letter dated July 10, 2002,2 the USTR requested the Commission to provide the
following additional information: the value of U.S. imports from SSA under the African
Growth and Opportunity Act (AGOA) including its Generalized System of Preferences
(GSP) provisions, by beneficiary country and major product categories; information
on investment developments related to AGOA; a description and analysis of major
SSA export sectors; expanded information on regional integration in SSA, including
information on the Communauté Economique et Monétaire de I’Afrique Centrale
(CEMAC); a description of major U.S. trade capacity-building initiatives related to
SSA,; and a description of major non-U.S. trade preference programs for countries in
SSA.

The data included in this report generally cover either calendar or fiscal year 2001,
depending on data availability. In cases where it is useful to show a trend, data for
1997 through 2001 are provided. In addition, when possible, up-to-date
developments in economic, social, trade, and commercial policies are included for the
period January 2002 through mid-year.

In general, a number of factors, including political and economic transitions in several
sub-Saharan African nations, resulted in a precipitous decline in trade and a related
drop in investment flows with this region from 1999 forward. However, trade began a
modest recovery in 2001 and that trend continued through the first half of 2002. The
next section summarizes major developments in U.S.-SSA trade and investment
trends.

1 Copy of the request letter is in appendix A.
2 Copy of the request letter is in appendix A.



U.S.-Sub-Saharan Africa Trade

In 2001, total U.S. merchandise exports to sub-Saharan Africa totaled $6.8
billion, up from $5.6 billion in 2000 (figure ES-1). U.S. exports to the region in
the transportation sector increased by 58.8 percent, but declined in the
footwear sector by 28.7 percent. U.S. exports of all nonpetroleum products
rose by 21.3 percent to $6.7 billion, led by large increases in exports of
transportation equipment and miscellaneous manufactures--especially
airplanes and other aircrafts, parts for boring and sinking machinery, and
parts and accessories for motor vehicles.

Total U.S. merchandise imports from the region declined 5.2 percent in 2001
to $21.1 billion, primarily due to falling petroleum prices and decreased
imports of crude petroleum from Nigeria. Nonpetroleum imports decreased
by 17.8 percent, while transportation equipment imports increased by 115.9
percent.

The United States posted a cross-border surplus in services trade of $2.6
billion in 2000. The predominant U.S. cross-border service exports to Africa

Figure ES-1
U.S. trade with sub-Saharan Africa, 1997-2001
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included tourism, freight transport, and education. U.S. service imports were
mainly travel and tourism, passenger transport, and freight transport. Port
services and telecommunication services also accounted for significant shares
of U.S. service imports from Africa.

African Growth and Opportunity Act

Table ES-1 lists the SSA countries designated as AGOA beneficiaries as of
November 22, 2002.

Table ES-1

AGOA beneficiary countries, as of November 22, 2002 (36)

Benin Guinea Nigeria

Botswana Guinea-Bissau Republic of the Congo
Cape Verde Kenya Rwanda

Cameroon Lesotho S&o Tomé and Principe
Central African Republic Madagascar Senegal

Chad Malawi Seychelles

Cote d’lvoire Mali Sierra Leone

Djibouti Mauritania South Africa

Eritrea Mauritius Swaziland

Ethiopia Mozambique Tanzania

Gabon Namibia Uganda

Ghana Niger Zambia

Source: USDOC, “Country Eligibility List,” found at Internet address /Atp.//www.agoa.gov,
retrieved Nov. 22, 2002.

U.S. imports under the African Growth and Opportunity Act (AGOA) first
entered the United States in January 2001. Total imports from SSA countries
eligible for the AGOA benefits (including the GSP provisions) totaled $8.2
billion in 2001 (figure ES-2).

The largest share of U.S. imports under AGOA came from Nigeria (69.5
percent), followed by Gabon (11.5 percent) and South Africa (11.3 percent).
These imports were dominated by U.S. purchases of energy-related products
in 2001. The remaining AGOA imports were comprised of smaller quantities
of textiles and apparel, minerals and metals, transportation equipment,
agricultural products, and chemicals and related products.



Figure ES-2

U.S. imports from the world and sub-Saharan Africa, 2001
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Table ES-2 presents AGOA-related investment in SSA. Evidence of AGOA’s
investment impact manifested itself in increasing foreign direct investment
(FDI) flows, as well as increased employment and output in targeted
industries. Although investment is concentrated in southern SSA and in the
textile and apparel industry, examples of AGOA-related investment emerged
across the continent in a number of sectors.

Table ES-2
Selected examples of recent AGOA-related investment, employment
increases, and industry output expansion, 2000-2002

Country

Examples

Botswana e Asof early 2002, five companies in the textiles sector had obtained neces-

sary approval to commence exports under AGOA.!

Cote d'lvoire ¢ In anticipation of AGOA qualification, Henan Youbioa Textile (China), in

partnership with an lvorian entrepreneur, prepared to invest $9 million in a
new textile factory to export under AGOA.2

Kenya

e  Economy-wide, AGOA is expected to create 50,000 jobs directly and
150,000 jobs indirectly.3




Table ES-2-Continued
Selected examples of recent AGOA-related investment, employment
increases, and industry output expansion, 2000-2002

Country

Examples

Kenya-
Continued

AGOA helped Kenya revive its cotton growing sector. From August 2000
to July 2001, Kenyan textile exports to the United States quadrupled, there-
by encouraging cotton farmers to increase production.

Lesotho

Textile manufacturing projects investments were the main source of foreign
exchange and new employment in Lesotho. Most investors were from Tai-
wan, South Africa, and South Korea.®

In 1999, 17,000 textiles workers were employed in the industry, into which
companies, most of Asian origin, have invested millions to access the U.S.
market through the AGOA program. As of January 2002, there were
40,000 employees, each earning an average of $80 a month.®

The U.S. market has become an increasingly important destination for
clothing and footwear exports, and accounted for nearly half of Lesotho’s
total exports. This trend is expected to continue as the country continues to
benefit from AGOA.”

The Swaziland factory, combined with Nien Hsing’s (Taiwan) factories in
Lesotho, was expected to give the company a monthly output of 93,000
dozen garments.8

The Lesotho government received plans for over $120 million in new invest-
ments aimed at exporting products under the AGOA program.?

Madagascar

AGOA was a significant incentive for new investment in Madagascar,
which represented $113 million, generating 52 new apparel companies
and 43,000 new jobs in 2001.10

Since Madagascar qualified for AGOA, economy-wide employment in-
creased by 10 percent.!

Madagascar’s textile and apparel exports to the United States in 2001
increased 83 percent. This increase was due, in part, to the special apparel
provision of AGOA which allows poorer countries to use any textile materi-
als for exports.12

Foreign investments rose sharply in Madagascar after it qualified for trade
benefits under AGOA.13

Madagascar’s exports of textiles and garments to the United States were
$64.5 million in the first half of 2001, thereby encouraging businesses to
triple industrial investment. Investment in the industry in the first half of
2001 represented a 200 percent increase over the whole of 2000.14

Mauritius

According to the Mauritius Freeport Authority, AGOA encouraged Mast
Industries Ltd. (U.S.), the GAP (U.S.), Eddie Bauer (U.S.), and William E.
Conner & Assoc. (Hong Kong) to open regional buying offices in the coun-
try. Also in the textile sector, Shenxi (China) was building a $60 million
spinning mill. CMT Ltd. (Mauritius) and Indo Count Industries Ltd. (India)
jointly invested $40 million in an additional cotton spinning plant. The
Mauritius Board of Investment reviewed other projects worth over $100
million submitted by Indian, Swiss, and ltalian companies.15

See footnotes at end of table.



Table ES-2-Continued
Selected examples of recent AGOA-related investment, employment
increases, and industry output expansion, 2000-2002-Cont.

Country Examples

Namibia e Inearly 2002, Ramatex Textiles (Malaysia) constructed an integrated textile
and clothing complex in Windhoek’s Otjimuise suburb. The Namibia Invest-
ment Center stated that negotiations were underway for two additional
factories.16

Rwanda e The Hong Kong-based firm Competent Group of Garment Manufacturing
announced plans to invest $11 million to establish a manufacturing plant in
Rwanda. The plant is expected to provide employment for 2,500 Rwandans
and to produce knitwear and cotton clothing for export to the U.S., Euro-
pean, and African markets.!”

South Africa e In August 2001, Frame Textiles (South Africa) planned investments worth
$25 million over the following two years to boost competitiveness and ca-
pacity in a bid to penetrate the U.S. market more effectively.18

e Arepresentative of the Clothing Industry Export Council stated that AGOA-
related activities and investment could lead to 300,000 new jobs in the
clothing industry and a further 100,000 jobs in the textiles industry, with
additional job opportunities in the agricultural sector from increased cotton
production.19

e Asof mid-2002, nearly 90,000 South Africans were employed in jobs
related to industries accessing AGOA benefits.20

e As of September 2001, the main South African sectors to benefit from
AGOA were the apparel, steel, and automotive sectors, as well as certain
sectors of the fruit industry. Some parts of the fruit industry held a 50 per-
cent share in the U.S. market. 2!

e According to the National Association of Automobile Manufactures of
South Africa, the increase in exports of locally assembled cars and com-
mercial vehicles in 2001 was, in part, due to AGOA.22

e In October 2000, Ramatex Textiles (Malaysia) invested $110 million in a
textile mill and export garment factory in the Eastern Cape in an AGOA-
related investment.23

Swaziland e In Swaziland, Nan Woei Industrial (Taiwan) invested $2.4 million in new
sewing machines. Nien Hsing Textile opened a new denim plant in Swazi-
land, with a capacity of 45,000 dozen garments a month. The Swaziland
factory, combined with Nien Hsing’s factories in Lesotho, is expected to
give the company a monthly output of 93,000 dozen garments. Nien Hsing
invested NT $1 billion ($28.9 million) in a denim fabric mill which will pro-
duce 1.6 million yards per month.24

e The minister of finance stated that 18 foreign manufactures had indicated
their intention to invest a total of E188 million ($21.9 million) in 2002 in
order to gain U.S. market access through AGOA.2°

See footnotes at end of table.
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Table ES-2-Continued
Selected examples of recent AGOA-related investment, employment
increases, and industry output expansion, 2000-2002-Cont.

Country Examples

e AGOA helped attract Tex-Ray (Taiwan) to Swaziland. The company in-
vested $24 million to expand its factory. This investment is expected to
create 4,000 new jobs.28

Uganda e InFebruary 2002, the Ugandan minister of Tourism and Trade launched
Star Coffee. The firm invested about Shs 150 million ($85,000) in process-
ing the coffee. For the first time in 100 years, a Ugandan firm added value
to coffee and exported it as a processed product. The coffee was pro-
cessed into instant coffee and exported to the United States.2”

e Inorder to take advantage of AGOA, the government encouraged farmers
to grow cotton through its Cotton Development Organization. The historical
cotton growing areas have resumed cotton production, and Uganda boasts
of its excellent long staple cotton.28

e OTK (South Africa) bought a cotton gin in Uganda to supply South African
spinners with raw materials to fully exploit AGOA.2°

L EIU Viewswire, “Botswana; Business: Industry Overview: Manufacturing,” Apr. 8, 2002.

2 FIU Viewswire, “Cdte d’lvoire: Business: Industry Overview: Manufacturing,” Apr. 16, 2002.

3 Inter Press Service, “Economy/ Africa Grew Faster in Developing World in 2001-Study,” May
31, 2002.

4 EIU Viewswire, “Sub-Saharan Africa: Economy: News Analysis: U.S. Trade Legislation has
Brought Benefits for Some,” Aug. 31, 2001.

5 U.S. Department of State, “Lesotho Investment Climate Statement 2002,” MASERU 00407,
found at Internet address Afip.//www.ifc.newsedge-web.com, retrieved on June 14, 2002.

8 The Survivor (Lesotho), “Africa a Focus for U.S. Investment,” Jan. 24, 2002.
7 EIU Viewswire, “Lesotho: Business: Industry Overview: Manufacturing,” Apr. 8, 2002.

8 Manchester Trade: Africa Business & Policy Update, “Taiwan: Garment Makers Expand Sub-
Saharan Africa Plants,” July 25, 2002.

9 Inter Press Service, “Economy/ Africa Grew Faster in Developing World in 2001-Study,” May
31, 2002.

10 y.S. Department of State, Cable ANTANA 01768, Aug. 2, 2002.

Y Manchester Trade: Africa Business & Policy Update, “USTR Robert B. Zoellick Visits Sub-Saha-
ran Africa February 14-20,” Feb. 21, 2002.

12 panchester Trade: Africa Business & Policy Update, “Investment Key to AGOA Success,” July
31, 2002.

13 Jnter Press Service, “Economy/ Africa Grew Faster in Developing World in 2001-Study,”
May 31, 2002.

14 F1U Viewswire, “Madagascar: Economy: News Analysis: Disruption to Exports Threatens
Trade,” Apr. 2, 2002.

15 U.S. Department of State, Cable PORT L 00922, Aug. 9, 2002.

186 £ Viewswire, “Namibia; Business: News Analysis: Ramatex Textiles Complex on Track,”
Feb. 14, 2002.

17 gBC Monitoring, “Hong Kong Textile Company Pledges to Invest 11m Dollars in Rwanda,”
Nov. 19, 2001.

18 £)U Viewswire, “Sub-Saharan Africa: Economy: News Analysis: U.S. Trade Legislation has
Brought Benefits for Some,” Aug. 31, 2001.

19 F1U Viewswire, “South Africa: Business: News Analysis: Textile Firms Come to Terms with
Globalization,” Dec. 8, 2002.

20 7he Associated Press, “Report Shows U.S. Trade Deal Boosting South Africa’s Economy,”
Aug. 16, 2002.
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Table ES-2-Footnotes Continued

1 Business Monitor International, “South Africa: Quarterly Economic Outlook-Q4 2001 Eco-
nomic Outlook,” Sept. 28, 2002.

22 FJU Viiewswire, “South Africa: Business: News Analysis: Automotive and Pharmaceuticals
Updates,” Jan. 31, 2001.

23 FIU Viiewswire, “South Africa: Economy: News Analysis: Country Seeks Inroads into U.S.
Market,” Nov. 15, 2000.

24 Manchester Trade: Africa Business & Policy Update, “Taiwan: Garment Makers Expand Sub-
Saharan Africa Plants,” July 25, 2002. (1 US $ =34.7 NT.)

25 FIU Viewswire, “Swaziland: Economy: News Analysis: Concern Grows Over AGOA Bene-
fits,” May 28, 2002. (1 US $ = 8.6 E.)

26 F1U Viewswire, “Swaziland: Economy: News Analysis: U.S. has Renewed AGOA Eligibility,”
Feb. 14, 2002.

27 Katamba Mohammed, “Local Firm Produces Instant Coffee for American Market,” 7he Moni-
tor (Kampala), Feb. 22, 2002. (1 US $ =1,755.7 Shs.)

28 .S. Department of State, Cable KAMPAL 02074, Aug. 8, 2002.

29 Jim Fisher-Thompson, “AGOA Creating New Jobs and Investment in South Africa: USTR
Zoellick Will Visit the Country,” Marnchester Trade: Africa Business & Policy Update, Feb. 12, 2002.

e Table ES-3 presents examples where AGOA facilitated political reforms
conducive to establishing investment-friendly environments. In an effort to
establish and to maintain AGOA eligibility, various governments instituted
changes, including reducing bureaucratic red tape, and improving and
reforming land-use policies.

Foreign direct investment in sub-Saharan Africa

e In 2001, SSA received $14.3 billion in investments, or 7.7 percent of global
foreign investment flows to developing countries. Almost one-half of 2001
inflows reflected the financial restructuring resulting from the sale of a South
African company to a British firm. Without this transaction, investment flows
would have totaled an estimated $6.9 billion, or a 9.2-percent decline from
2000.

e The drop in foreign investment flows was attributed to armed conflicts,
political and policy uncertainty, and social problems that discouraged foreign
investment. SSA countries were also adversely affected by a decrease in
tourism activities after the terrorist attacks in the United States on September
11, 2001, and by low commodity prices that resulted in reduced investment
flows to those sectors.

e In 2000, South Africa, Angola, and Nigeria were the largest recipients of
global and U.S. foreign investment flows to SSA. U.S. investments were
principally in the petroleum, mining, and manufacturing sectors.
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Table ES-3
Selected examples of AGOA-related facilitation of investment and reform,
2000-2002

Country Examples

Madagascar ¢ In an effort to maintain the AGOA-driven investment levels in the textile
industry, the government announced plans to reduce regulatory hurdles,
such as reducing waiting time for securing official approval for investment
in the export processing zone and allowing the development of export
processing zones on privately-owned land.!

Mauritius e An advisor to the Prime Minister of Mauritius urged Indian businessmen to
make investments in order to take advantage of AGOA.2

e The Mauritian Information Technology Minister, while leading an informa-
tion technology and telecommunications delegation to India, stated, “Our
inclusion in the Africa Growth and Opportunities Act can also be lever-
aged [as an investment opportunity].”3

Nigeria *  The Nigerian government assisted Nigerian manufacturers in exporting
goods to the United States under the AGOA program in order to achieve
export expansion and diversification, as well as to improve the Nigerian
economy.?

Senegal e The government expended significant energy to attract investors interested
in relocating existing apparel factories to Senegal, in particular from Mau-
ritius, in order to access AGOA benefits.®

Swaziland ¢ In 2001, Swaziland was warned that it would lose its AGOA benefits if its
human rights record did not improve. The embassy of Taiwan in Swaziland
expressed, for the first time, disapproval towards an action of the Swazi-
land government. Taiwan is a significant investment source for the
manufacturing sector, which the Swaziland government is trying to develop
to take advantage of the AGOA program.®

Tanzania e InFebruary 2002, Tanzania qualified for textile and apparel benefits un-
der AGOA. AGOA eligibility conditions were similar to eligibility criteria
for the IMF/World Bank HIPC initiative. Policy initiatives aimed at attaining
AGOA eligibility assisted Tanzania to also meet IMF and World Bank re-
quirements, and thereby to qualify for the HIPC debt relief program.”

Uganda ¢ In November 2001, Uganda completed the last step for AGOA approval
by amending the Customs Management Act. The Uganda Investment Au-
thority stated that the government must allow foreign ownership of real
estate before maximum AGOA benefits will be realized.®

Y EIU Viewswire, “Madagascar: Economy: News Analysis: New Figures Confirm Surge in Ex-
ports to U.S.,” Dec. 26, 2001.

2 Businessline (Islamabad), “India: “Mauritius, a Gateway to U.S. Markets,” Feb. 19, 2001.

3 Businesstine (1slamabad), “India: Mauritius Seeks Help to Become Cyber Island,” Mar. 15,
2001.

4 Asia Intelligence Wire, “Government to Assist Manufacturers Export Under AGOA,” July 26,
2002.

5Uu.s. Department of State, Cable DAKAR 01864, July 25, 2002.

8 F1U Viewswire, “Swaziland: Politics: News Analysis: A Controversial Royal Decree,” Aug. 13,
2001.

7 Manchester Trade: Africa Business & Policy Update, “Tanzania Gains Textile Free Trade with
U.S.,” Feb. 14, 2002.

8 EIU Viewswire, “Uganda: Economy: News Analysis: Africa Growth and Opportunity Act to
Create Jobs,” Nov. 7, 2001



Regional integration

During 2001, progress on economic regional integration in sub-Saharan
Africa continued to move slowly, and remained hampered by political
instability and economic problems in some member countries.

The Economic Community for West African States (ECOWAS) committed to
proceed toward a common currency. The Southern African Customs Union
(SACU) agreed to a new tariff revenue-sharing formula to disburse more
equitably tariff collections among its members. The Tripartite Commission for
East African Co-operation (EAC) was officially inaugurated in January 2001
after ratification of the treaty by all three member countries: Kenya, Uganda
and Tanzania.

A single passport was implemented for travel throughout the CEMAC region
in July 2001. In April 2002, CEMAC created a regional coordination and
administration committee mandated to conclude an economic partnership
agreement with the European Union (EU).

U.S. Trade Capacity-Building Initiatives

In 2001, USAID undertook a survey of U.S. government agencies’ trade
capacity-building initiatives. Based on this survey, 14 percent, or $192 million,
of the $1.3 billion distributed to all developing and transitional countries
during FY1999 through FY2001 went to trade capacity-building initiatives in
SSA.

Although numerous government agencies were involved in this effort, USAID
represented more than 50 percent of total SSA funding for FY1999 through
FY2001.

U.S. government agencies provided assistance through various funding
channels with the largest share (25.9 percent) falling under the “trade
facilitation” category. Ghana was the primary recipient in SSA, receiving
more than 30 percent and more than 18 percent of total SSA funding for
FY1999 through FY2001, and FY 2001, respectively.

Other Trade-Related Initiatives

GSP, first approved by GATT membersin 1971, was made permanent with the
1979 “Enabling Clause.” GSP programs represent the main trade
preferences programs carried out by developed countries.



e As of mid-2002, 16 GSP programs were in operation, carried out by 28
developed countries. Each country designs and maintains its own GSP
program with regard to product coverage and country eligibility.

e As of mid-2002, the United States granted preferences to 147 developing
countries; the EU granted preferences to 167 developing countries; Japan
granted preferences to 163 developing countries; and Canada granted
preferences to 181 developing countries.

e The main impact of the Everything But Arms Initiative is expected to be the
liberalization of certain agricultural markets covered under the Common
Agricultural Policy. EU duties on highly sensitive products—bananas, rice, and
sugar—uwill be gradually eliminated between Jan. 1, 2002 and Sept. 1, 2009.

Sector Profiles

The five sectors discussed below are: agriculture, fisheries, and forest products;
chemicals; petroleum and energy-related products; minerals and metals; and textiles
and apparel. Table ES-4 provides a tabular overview comparing U.S. imports, U.S.
exports, and U.S. FDI positions in these five sectors.

Agriculture, Fisheries, and Forest Products

e SSA represents a relatively small market for U.S. exports of agriculture,
fisheries, and forest products, about 1 percent, by value, in 2001. Such exports
declined 13 percent, by value, that year compared with the previous year.
Major SSA markets for U.S. sector exports in 2001 included Nigeria, which
accounted for about one-third of the total, and South Africa, which accounted
for one-quarter. Grains were the principal products, accounting for nearly
one-half of total U.S. sector exports to SSA in 2001.

e SSAalsois a minor source of U.S. imports of agriculture, fisheries, and forest
products, about 1 percent in 2001. U.S. sector imports from SSA declined 6
percent in 2001 compared with the previous year. Major SSA suppliers in
2001 included Cote d’Ivoire and South Africa, each of which accounted for
about one-quarter of the total. Principal products included cocoa beans,
vanilla beans, tobacco, and coffee.
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IX

Table ES-4

SSA sector profile summary data, 2001

(Million Dollars)

U.S.-SSA trade

U.S. imports
Total AGOA/GSP U.S. exports U.S. FDI Position
Major Major Major
Sector Value sources Major products value Major sources Major products value Major markets products Value countries
Cereals,
Agriculture, fisheries, and Cote d’lvoire, South Africa,  Sugar, fruit and Nigeria, printed
forest products ........ 956 South Africa  Cocoa, coffee 175 Malawi nuts 796 South Africa matter 90 South Africa
Organic Inorganic Rubber and
chemicals, chemicals, plastics,
South Africa, inorganic South Africa,  organic South Africa,  organic
Chemicals ............ 648 Nigeria chemicals 128 Kenya chemicals 811 Nigeria chemicals 346 South Africa
Refined Nigeria,
Petroleum and energy-re- Nigeria, An- South Africa,  petroleum Guinea,
lated products ......... 14,300 gola, Gabon Crude petroleum 6,800 Nigeria Crude petroleum 119 Nigeria products 5,378 Angola
Diamonds, pre- Iron, steel, South Africa,  Atrticles of South Africa,
Minerals and metals . . .. 3,100 South Africa  cious metals 319 South Africa  aluminum 250 Nigeria iron or steel 177  Zimbabwe
Mauritius, Lesotho, South Africa,
Lesotho, Woven and knit Madagascar, Woven and knit Nigeria, Tan-  Used clothing
Textiles and apparel . ... 992 South Africa  apparel 358 Kenya apparel 120 zania and textiles 6] )

1 Not available.

Source: Compiled from official statistics of the U.S. Department of Commerce; U.S. Department of Energy; Mining Africa Yearbook, 2002.



e U.S. imports under AGOA (including GSP) in 2001 represented about 18
percent of total sector imports from SSA, but only about 2 percent of total
imports under the program. Principal suppliers were South Africa, Malawi,
and Cote d’lvoire. Major products imported under the program included
sugar, tobacco, and oranges.

e The U.S. FDI position in the SSA food and kindred products sector is relatively
minor, accounting for less than 1 percent of total U.S. FDI in the region in 2001.
South Africa was, by far, the leading SSA country for which U.S. sector FDI
position data were reported in 2001. Numerous U.S.-based food corpor-
ations operate in the region, and investment activity was reported in 2001 by
U.S. firms such as Coca-Cola, Cargill, and H.J. Heinz.

¢  Numerous multilateral lending institutions have financed projects in this sector
in the region. Such projects range from micro-credit programs for individual
farmers to large loans for infrastructure and rural development projects.

Chemicals

e Chemical production in South Africa accounted for 5 percent of South
Africa’s gross domestic product (GDP) and 25 percent of all South Africa’s
sales of manufactured products. Production was dominated by such chemical
end-use products as soaps and synthetic detergents, pharmaceuticals, rubber
and plastics products, and fertilizers, and was primarily targeted at meeting
local needs.

e South Africa was by far the SSA country most involved in international trade
in chemicals, accounting for 71 percent of SSA chemical exports and 39
percent of SSA chemical imports. Major imports by SSA nations included
pharmaceuticals, and truck and bus tires. SSA exports were primarily organic
and inorganic chemicals, and natural rubber.

e A major concern of potential investors in developing the sub-Saharan Africa
chemical industry was the limited potential for a reasonable return on their
investment. Despite ample domestic natural resources to support a
petrochemical industry, ancillary issues complicate possible major
multinational investments. For example, conflicts and political unrest in the
regions where the necessary resources, primarily petroleum and natural gas,
are found have already complicated the delivery of these materials to
established energy industry facilities.

Petroleum and Enerqy-Related Products

e SSA accounted for less than 1 percent of the total value of U.S. exports of the
products in this sector. U.S. exports to SSA consisted of refined petroleum
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products (85 percent) and specialty coals (14 percent). U.S. imports of
petroleum and energy-related products from SSA accounted for about 10
percent of the total value of U.S. imports of these products from all sources.
Crude petroleum from Nigeria, Angola, and Gabon was the primary U.S.
import in this sector from SSA. The only significant AGOA import in this sector
was crude petroleum from Nigeria, which accounted for 80 percent of total
sector AGOA imports in 2001.

The state-owned petroleum industries in Angola and Nigeria entered into
joint venture agreements with large multinational petroleum companies. Joint
ventures accounted for about 90 percent of Nigeria’s total production of
crude petroleum during 2000-2001. However, foreign operators reportedly
remained reluctant to commit to future exploration and development plans
because of Nigerian arrearages in such programs. While a joint venture with
Royal Dutch Shell produced nearly 50 percent of Nigeria’s total production of
crude petroleum during 2000-2001, U.S. investment in the industry has
decreased significantly since 1998.

Minerals and Metals

The minerals and metals sector was one of the most important sectors in SSA,
because the region has vast natural resources. The sector provided significant
employment and export revenues for many countries.

Important products included diamonds, platinum-group metals, ferroalloys,
iron/steel, and aluminum. Prices for key metals continued their 5-year decline
through 2001 as a result of global overproduction and global economic
stagnation, resulting in sector contraction and reduced economic growth in
many countries.

The minerals and metals sector accounted for 25 percent of total regional
export value. More than 75 percent of exports were concentrated in four
product groups: precious metals, gemstones, ores and concentrates, and
ferroalloys. SSA imports included metal construction products, largely to
support the growth of the oil and gas industries.

South Africa dominated sector production and was the leading U.S. supplier.
The country increased its U.S. import market share to 90 percent in 2001.

FDI in the SSA minerals and metals sector has been limited recently by the
political and economic instability in minerals and metals countries, the
worldwide economic slowdown, and weak metals prices. Investment in
mineral exploration expenditures declined by 31 percent to $494 million in
2001.
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Governments in the region actively promoted and sought foreign investment
through enhanced financial, taxation, private property, and regulatory laws.
In contrast, South Africa’s 2002 Minerals Bill, which will return ownership of
mineral tracts to the state, is claimed by producers to negatively affect
investment as well as the financial health of the companies working in that
country.

Textiles and Appare/

Mauritius, South Africa, Kenya, Zimbabwe, and Madagascar were the top
five SSA textiles and apparel producers. SSA countries accounted for less
than one percent of world exports of textiles and apparel to the global market.
Textile and apparel industries were, however, significant contributors to
industrial production and sources of employment in many SSA countries.

SSA countries offer relatively low labor rates and ample labor pools.
However, poverty, the lack of capital, obsolete machinery, insufficient raw
materials (such as yarns and fabrics), low labor productivity, and inadequate
infrastructure in many SSA countries limited the competitiveness of their textile
and apparel industries.

SSA countries are implementing programs and policies to expand their textile
and apparel industries and thereby boost their level of industrialization.
Export processing zones with attractive corporate incentives have been
established and some state-run industries have been privatized.

On Oct. 1, 2000, AGOA authorized preferential treatment for qualifying
textiles and apparel from eligible SSA countries for 8 years. AGOA allowed
the President to proclaim duty-free and quota-free treatment to apparel
assembled in SSA countries from U.S.-origin fabrics, as well as specified
guantities of apparel made from “regional fabrics” that are produced in SSA
countries from U.S. or SSA yarns. On Aug. 6, 2002, President Bush signed the
Trade Act of 2002, which authorized an increase in the size of the caps,
clarified that preferential treatment is provided for garments assembled from
knit-to-shape components in SSA countries, allowed lesser developed
designated beneficiaries to use third-country fabrics under the regional cap,
and made Namibia and Botswana eligible for this designation.

SSA accounted for less than 1 percent of total U.S. exports in 2001. Used
clothing accounted for 51 percent of total U.S. exports of textiles and apparel
to SSA.

U.S. imports of textiles and apparel from the SSA countries rose by 26 percent
in 2001 over 2000, to $992 million, which can likely be attributed to the
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Country Profiles

implementation of AGOA. Leading articles imported from the SSA countries
were cotton sweaters, trousers, and shirts, as well as wool or cashmere
sweaters.

SSA countries have recently expanded incentives to attract foreign investment
inthe textile and apparel industries. Known U.S. investors and apparel buyers
include Levi Strauss, Sara Lee, Victoria’s Secret, the Gap, Nordstroms, and
Wal-Mart. The International Finance Corporation has approved projects and
loans to modernize certain textile facilities in SSA. Some SSA countries have
recently been troubled, however, by political instability that has disrupted
textile operations and led to some plant closures.

While SSA generally continued to implement economic reforms and to move
toward market-based economies, the pace of reform has slowed. A key
reason for the deceleration is that many governments have completed the
politically easy reforms and now face the more politically difficult reforms,
such as privatization of utilities, reduction in civil servant rosters, and
addressing agricultural subsidies.

SSA generally experienced a relatively strong 4.3 percent GDP growth in
2001 in part because of robust agricultural performance in East Africa,
cessation of some regional conflicts, and improved macroeconomic
management. This performance was substantially better than the 1 percent
increase from 1999 to 2000. Disparities remained widespread as a total of
36, or 80 percent, of the countries ranked below the region’s average per
capita GDP in 2001.

Debt levels, decreasing aid levels, continued reliance on primary commaodities
experiencing declining international prices, political upheavals, retrenchment
away from macroeconomic reforms, and the AIDS/HIV pandemic continued
to impede reaching the estimated 6- to -7 percent growth rate necessary for
sustained economic development.

Most of the governments in SSA are World Trade Organization (WTO)
members or are involved as WTO observers. Thirty-eight governments in SSA
are WTO members, while three others have established accession working
parties, and others have requested observer status without as yet electing to
accede to the WTO. Many governments resort to excessive and prohibitive
tariffs and additional non-tariff charges and do not promote the
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transparency of a tariff regime that would reduce uncertainty for traders that
would allow for expanded trade.

Economic growth varied significantly in 2001, ranging from a petroleum-led
annual growth rate of 65 percentin Equatorial Guinea to economic implosion
and an annual growth rate of negative 7.5 percent in Zimbabwe. South
Africa and Nigeria combined accounted for approximately 48 percent of the
total SSA GDP in 2000.

The top-ranking countries, by 2001 per capita income, were Seychelles,
Mauritius, Gabon, South Africa, and Botswana, of which, only Gabon
represents a substantial petroleum-producing country. The countries with the
lowest 2001 per capita income were Ethiopia, Burundi, Eritrea, Sierra Leone,
and Malawi, all of which, except Malawi, continued to experience significant
internal or regional conflict.

SSA world trade volume has increased by only 10 percent, relative to world
trade volumes that tripled in the last two decades. Although some countries
have successfully diversified their trade structure in recent years, including
Madagascar, Mauritius, and Senegal, most countries’ trade relied heavily on
a limited number of primary products, many of which continued to experience
volatile or declining international prices.

FDI flows into Africa fell in 2000, bringing the continent’s share of global FDI
to less than 1 percent. Frequent factors inhibiting investment into many SSA
countries were inadequate infrastructure, especially transportation; a small
domestic market size; lack of political or bureaucratic transparency; social
unrest; and high input costs, such as energy or imported inputs.

Generally, sectors experiencing the most privatization or non-petroleum
investment were:

o telecommunications in Burkina Faso, Gabon, The Gambia, Ghana,
Kenya, Mali, Mauritania, Rwanda, and South Africa;

O banking and finance in Angola, Guinea-Bissau, Mauritius,
Mozambique, Sudan, and Tanzania; and

O textiles and apparel in Benin, Cape Verde, Lesotho, Madagascar,
Mauritius, and Swaziland.
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INTRODUCTION

Purpose and Organization of the Report

This is the third report in a 5-year series documenting U.S.-sub-Saharan Africa (SSA)
trade and investment flows.! In a letter dated Apr. 12, 2000,2 the United States Trade
Representative (USTR) asked the U.S. International Trade Commission (Commission or
USITC) to submit, annually for 5 years, a report that provides:

an analysis of U.S.-SSA merchandise trade and services trade flows;

country-by-country profiles of the economies of each SSA country, including
information on major trading partners, and a summary of the trade and
investment climates in each;

asummary of U.S. foreign and total direct investment and portfolio investment
in SSA,

information on SSA privatization efforts;

updates on progress in regional integration in SSA, including statistics on U.S.
trade with the major regional groupings; and

a summary of multilateral and U.S. bilateral assistance to SSA countries.

In a supplementary letter dated July 10, 2002,2 the USTR asked the Commission to
provide the following additional information:

the value of U.S. imports from SSA under the African Growth and
Opportunity Act, including its GSP provisions, by beneficiary country and
major product categories;

information on investment developments related to AGOA,;

LIn a letter dated June 5, 1996, the USTR asked the Commission to submit, annually for 5 years, the
specified report. A first series of reports resulted from section 134 of the Uruguay Round Agreements Act
(URAA), which directed the President to develop a comprehensive trade and development policy for the
countries of Africa, and to report to the Congress annually for 5 years on the steps taken to carry out that
mandate. The Statement of Administrative Action approved by the Congress in the URAA broadly
outlined the Administration’s plans for this work, and the assistance needed from the Commission for the
President to fulfill this assignment. The series consisted of five reports, produced over the period
1995-1999. See USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round Agreements and U.S.
Trade and Development Policy, Fifth Annual Report, USITC pub. 3250, October 1999.

2 Copy of the request letter is in appendix A.

3 Copy of the supplemental letter is in appendix A.
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Approach

e adescription and analysis of major SSA export sectors;

e expanded information on regional integration in SSA, including information
on the Communauté Economique et Monétaire de I'Afrique Centrale
(CEMAC);

e adescription of major U.S. trade capacity-building initiatives related to SSA;
and

e adescription of major non-U.S. trade preference programs for countries in
SSA.

The request letters acknowledged that the information included in the USITC reports
would be useful in USTR’s work and also in meeting any additional reporting
requirements stemming from AGOA.

The report contains six chapters and two appendices. Chapter 1 presents information
on U.S. merchandise and services trade with SSA. The services trade analysis includes
information on cross-border and affiliate transactions. Chapter 2 presents infor-
mation on AGOA-related imports and investment. Chapter 3 addresses foreign
investment (both direct and portfolio investment) in the SSA region. The chapter also
updates and expands the coverage of integration initiatives in the SSA region
provided in the last USITC report* Chapter 4 is a compilation of multilateral
assistance, U.S. bilateral assistance and other trade-related initiatives related to the
SSA region in 2001. Chapter 5 contains a description and analysis of selected SSA
export sectors. The sector profiles present information on production, trade and
investment for various industry sectors in SSA. Chapter 6 contains country profiles for
each of the 48 countries of SSA, including basic economic data as well as a synopsis of
the trade and investment climate of each country. The formal requests from the USTR to
the Commission for this study are included in appendix A. Relevant statistics on
U.S.-SSA trade are included in appendix B.

The data included in the report generally cover either calendar or fiscal year 2001,
depending on availability. In cases where it is useful to show a trend, data for 1997
through 2001 are provided. Developments in economic, trade, and commercial
policies cover the period from January 2002 through mid-2002, when possible.

4 In addition, the previous series of five reports included information on progress on regional
integration in SSA. See, for example, USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round
Agreements and U.S. Trade and Development Policy, Fifth Annual Report, Inv. No. 332-360, USITC pub.
3250, October 1999, pp. 2-22 through 2-34.
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Online web-pages dedicated to data on trade covered under AGOA and all other
U.S. trade with SSA are available at the USITC website Aip.//reportweb.usitc.gov/
africa. These tables will provide year-to-date statistics that update the information
contained in certain tables of the published report. The website will be automatically
updated with quarterly data as the data become available from the U.S. Department
of Commerce (USDOC).

Numerous data sources were used to compile the information in this report. Annual
data on the value of U.S. exports to, and imports from, SSA were obtained from the
USDOC. Data on U.S. investment flows to SSA were obtained from USDOC and the
U.S. Department of the Treasury (Treasury). Information on major developments in the
WTO likely affecting U.S.-SSA trade flows was collected from the WTO and other
public data sources. Information on U.S. trade and economic activities potentially
affecting U.S.-SSA trade and investment flows was collected from USDOC, the U.S.
Department of State (State), the U.S. Agency for International Development (USAID),
Treasury, the Export-Import Bank of the United States (Eximbank), the Overseas
Private Investment Corporation (OPIC), the U.S. Department of Agriculture (USDA),
the U.S. Trade and Development Agency (TDA), and other relevant U.S. agencies.

Data ontrade and economic policy changes in countries in SSA, as well as information
on multilateral project lending, were obtained from USDOC, State, the World Bank,
the African Development Bank, the International Monetary Fund, and the Economist
Intelligence Unit. In addition, U.S. embassies in the SSA region provided important
trade and investment information.

Scope of the Report

As requested by USTR, only the countries of SSA are covered by this report. Figure 1
shows the 48 countries of SSA covered in this investigation. The countries are:

Angola Madagascar
Benin Malawi
Botswana Mali

Burkina Faso Mauritania
Burundi Mauritius
Cameroon Mozambique
Cape Verde Namibia
Central African Republic Niger

Chad Nigeria
Comoros Republic of the Congo
Cote d’Ivoire Rwanda
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Democratic Republic of the Congo

S&o Tomé and Principe

Djibouti Senegal
Equatorial Guinea Seychelles
Eritrea Sierra Leone
Ethiopia Somalia
Gabon South Africa
The Gambia Sudan
Ghana Swaziland
Guinea Tanzania
Guinea-Bissau Togo

Kenya Uganda
Lesotho Zambia
Liberia Zimbabwe

All of these countries are classified by the World Bank as developing countries.
However, although the countries of SSA share many common characteristics, they
vary widely in terms of population, size, geography, natural resources, stage of
development, and political stability.>

This report also covers U.S. trade flows with the following SSA regional and
subregional organizations: the Economic Community of West African States
(ECOWAS), the West African Economic and Monetary Union (WAEMU), the
Common Market for Eastern and Southern Africa (COMESA), the Southern Africa
Development Community (SADC), the Southern Africa Customs Union (SACU), and
the Tripartite Commission for East African Cooperation (EAC). At the request of the
USTR, the report also discusses the Intergovernmental Authority on Development
(IGAD), the Indian Ocean Commission (IOC), and the Communauté Economique et
Monétaire de I'Afrique Centrale (CEMAC).

5See USITC, U.S-Africa Trade Flows and Effects of the Uruguay Round Agreements and U.S. Trade
and Development Policy, First - Fifth Annual Reports, USITC pubs. 3000 and 3250, pp. 1-4.
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Figure 1
Map of sub-Saharan Africa
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CHAPTER 1

U.S. Merchandise and Services Trade With
Sub-Saharan Africa

This chapter discusses the pattern of U.S.- SSA merchandise trade from 1997 to 2001,
and services trade flows from 1996 to 2000 (the most recent year for which data on
services trade are available). The pattern of merchandise trade is presented by major
trading partners and commodity sectors, and for the SSA region as a whole. Data
beginning with 1990 are available in prior Commission reports.!

U.S. Merchandise Trade

Figure 1-1 shows the trend in U.S.-SSA merchandise trade from 1997 to 2001. In 2001,
total merchandise trade (exports plus imports) between the United States and SSA
remained at $27.8 billion.2 The 5.2 percent decline in U.S. imports from the region,
Figure 1-1

U.S. trade with sub-Saharan Africa, 1997-2001
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Source: Compiled from official statistics of the U.S. Department of Commerce.

L For data series beginning in 1990, see USITC, U.S.-Africa Trade Flows and Effects, First Report,
USITC pub. 2938, January 1996, table 2-1, p. 2-2.

2This report analyzes changes in U.S. merchandise trade on a value basis. A principal reason for
the use of value data is that aggregate trade data by quantity are generally not available. Consequently,
itis possible (if prices fluctuate significantly) for the value of trade to change considerably, but the quantity
of trade to remain the same. Where possible, this report also provides trade information on a quantity
basis.



from $22.2 billion in 2000 to $21.1 hillion in 2001, was offset by a 21.3 percent
increase in U.S. exports to the region, from $5.6 billion in 2000 to $6.8 billion in 2001.
The sharp rise in U.S. exports was primarily the result of a 58.8 percent increase in
transportation equipment and a 20.0 percent increase in machinery products. Kenya
and Nigeria accounted for almost one-half the increase in total U.S. exports to the
region. U.S. exports to Kenya rose by $338.4 million, or by 143.7 percent, with most of
the increase concentrated in the transportation sector (up by $319.7 million or by
260.9 percent). Exports to Nigeria increased by $235.0 million or 33.0 percent, with
much of the change accounted for by increases in exports of agricultural products (up
by $67.2 million, or by 37.6 percent), transportation equipment (up by $54.8 million,
or by 23.9 percent), electronics (up by $44.9 million, or by 106.7 percent) and
machinery (up by $28.8 million, or by 23.4 percent).

With respect to imports, the United States purchased $21.1 billion of merchandise from
SSA in 2001, a decrease of 5.2 percent, compared to 2000. Nigeria, Angola, and
Gabon accounted for most of the decline of total imports from the region. U.S. imports
from Nigeria declined by $763.7 million, or by 7.9 percent, with most of the decline
concentrated in the chemicals and related products sector (down by $684.9 million, or
by 72.6 percent). Imports from Angola declined by $567.7 million or by 17.0 percent,
largely because of a sharp decline in energy-related products (down by $552.7
million, or by 16.6 percent). U.S. imports from Gabon declined by $306.3 million, or
by 15.0 percent, mostly because of a decline in energy-related products (down by
$204.1 million, or by 10.8 percent).

The decline in total imports from the region was partly offset by increased U.S. imports
from Equatorial Guinea, South Africa, and Madagascar. U.S. imports from Equatorial
Guinea increased by $240.9 million, or 155.7 percent, mainly because of an increase
in energy-related imports (up by $202.6 million, or by 132.8 percent). However, U.S.
imports of energy-related products from Equatorial Guinea represented only a small
share (2.5 percent) of total U.S. imports of energy-related products from SSA in 2001.
For more information on the SSA energy-related products sector, see the petroleum
and energy-related sector profile in chapter 5. Imports from South Africa increased by
$225.9 million, or by 5.4 percent, primarily because of an increase in imports of
transportation equipment (up by $216.6 million, or by 119.0 percent). U.S. imports
from Madagascar increased by $114.1 million, or 72.3 percent, because of imports of
textiles and apparel (up by $68.8 million, or by 62.6 percent) and imports of
agricultural products (up by $44.4 million, or by 112.0 percent). For more information
on the transportation sector in South Africa, and the textiles and apparel sector in
Madagascar, see the respective country profiles in chapter 6.

The result was a U.S. trade deficit of $14.3 billion with SSA in 2001, a decrease of 14.1
percent over the deficit in 2000. Following a sharp increase of 35.0 percent to $9.3
billion in 2000, U.S. nonpetroleum imports declined in 2001 by 17.8 percent to $7.7
billion. Nonpetroleum trade with SSA is presented in figure 1-2.



Figure 1-2
U.S. nonpetroleum trade with sub-Saharan Africa, 1997-2001
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U.S. Merchandise Exports

Figure 1-3 presents U.S. exports to SSA by major trading partner. The largest U.S.
market in 2001 remained South Africa, which accounted for 41.8 percent of U.S.
merchandise exports to the region, down from a 50.9 percent share in 2000. Other
leading U.S. export markets were Nigeria (14.0 percent of the total), Kenya (8.5
percent), Angola (4.1 percent), Namibia (3.7 percent), Cameroon (2.7 percent), and
Ghana (2.7 percent). Cameroon became the sixth largest market for U.S. exports as a
result of a $125 million increase in 2001, including a $122 million increase in
purchases of U.S. transportation equipment.

A total of 35 countries in the region increased purchases of U.S. merchandise exports
in 2001, while 13 recorded a decrease. The largest increases in U.S. exports in 2001
were to Kenya (up by $338.4 million, or by 143.7 percent), Nigeria (up by $235.0
million, or by 33.0 percent), Namibia (up by $170.9 million, or by 217.8 percent),
Seychelles (up by $169.0 million, or by 2,424.1 percent), Chad (up by $125.7 million,
or by 1,166.0 percent), and Cameroon (up by $125.1 million, or by 212.2 percent). The
largest decreases in U.S. exports to the region in 2001 were to Ethiopia (down by
$104.4 million, or by 63.2 percent), Mozambique (down by $29.6 million, or by 51.1
percent), Zimbabwe (down by $21.6 million, or by 40.9 percent), Equatorial Guinea
(down by $15.1 million, or by 16.0 percent) and Burkina Faso (down by $11.2 million,
or by 71.7 percent).



Figure 1-3
U.S. exports to major sub-Saharan Africa trading partners, 2001
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As shown in figure 1-4, transportation equipment accounted for the largest share of
U.S. merchandise exports to the SSA region, accounting for 42.4 percent of the total in
2001, compared with 32.4 percent in 2000. U.S. exports of chemicals and related
products accounted for 11.6 percent of all U.S. exports to the region, down from 12.8
percent in 2000. Electronic products accounted for 10.4 percent of the total in 2001,

Figure 1-4
U.S. exports to sub-Saharan Africa by commodity sectors, by share, 2001
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compared to 12.6 percent in 2000. Machinery products decreased slightly to 9.9
percent from 10.0 percent in 2000, while agricultural exports accounted for 9.7
percent in 2001, down from 13.8 percent in 2000.

In absolute terms, U.S. merchandise export sectors with large increases to the SSA
region in 2001 included transportation equipment (up by $1.1 billion, or by 58.8
percent), machinery (up by $110.9 million, or by 20.0 percent), and chemicals and
related products (up by $70.0 million, or by 10.0 percent). U.S. exports of agricultural
products to the region decreased by $111.7 million, or by 15.0 percent. Figure 1-5
presents U.S. export growth rates by commodity sector for 2001; table 1-1 provides
data on U.S.-SSA exports and imports by major commodity sector for 1997-2001; and
table 1-2 shows the major U.S. commodity exports to SSA at the six-digit level of the
Harmonized Tariff Schedule (HTS) for this same period.

U.S. Merchandise Imports

U.S. merchandise imports from SSA decreased by $1.2 billion (or by 5.2 percent) in
2001, following a 61.5 percent increase in 2000. Figure 1-6 shows U.S. imports from
SSA by major trading partner. Nigeria remained the largest supplier of U.S. imports
from SSA, with $8.9 billion in sales (mostly of petroleum) to the United States,
representing 42.3 percent of U.S. imports from the region in 2001. South Africa
ranked second, with $4.4 billion in sales (of minerals and metals and transportation

Figure 1-5
U.S. exports to sub-Saharan Africa: Growth rates by commodity sectors,
2001
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Table 1-1
Sub-Saharan Africa: U.S. exports of domestic merchandise, imports for consumption, and
merchandise trade balance, by major commodity sectors, 1997-2001!

(Dollars)
ltem 1997 1998 1999 2000 2001
U.S. exports of domestic
mercandise:
Agricultural products . . . . . 755,915,550 781,187,266 727,752,959 768,772,931 657,105,328
Forest products ......... 205,130,047 193,993,785 154,984,055 158,991,910 147,568,278
Chemicals and related
products ............ 741,108,062 677,917,845 610,074,033 709,665,103 779,699,927
Energy-related products . . 223,822,622 202,882,624 150,167,321 157,501,223 149,189,241
Textiles and apparel .. ... 207,255,581 177,826,783 146,319,258 136,098,142 130,527,065
Footwear .............. 17,161,838 14,986,246 16,736,266 14,183,111 10,113,957
Minerals and metals . . ... 248,299,973 257,843,682 221,514,187 218,888,636 250,058,717
Machinery ............. 843,488,878 800,858,750 521,813,230 554,716,285 665,592,719
Transportation
equipment ........... 1,708,241,693 2,185,508,902 1,700,409,100 1,801,460,433 2,859,923,973
Electronic products ... ... 760,916,769 843,286,041 767,999,355 703,397,838 700,468,120
Miscellaneous
manufactures ........ 76,254,480 94,322,680 69,140,525 73,292,204 99,214,346
Special provisions . . .. ... 281,832,174 290,634,862 244,786,418 266,316,717 300,702,565
Total ................ 6,069,427,666 6,521,249,465 5,331,696,707 5,563,284,533 6,750,164,235
U.S. imports for
consumption:
Agricultural products . . . . . 915,079,443 919,205,352 832,664,602 874,842,835 835,736,057
Forest products ......... 101,644,871 105,875,612 109,640,190 140,706,086 119,393,988
Chemicals and related
products ............ 836,248,302 761,863,725 849,130,498 1,453,520,970 659,999,263
Energy-related products . . 11,014,127,414 7,963,730,107 8,000,647,833 15,016,274,113  14,271,302,154
Textiles and apparel . . . .. 471,310,715 568,440,555 621,955,260 789,240,337 997,994,773
Footwear .............. 1,393,702 811,477 3,422,670 686,473 1,497,322
Minerals and metals . .. .. 2,269,006,772 2,600,294,817 2,637,107,824 3,200,500,413 3,081,792,446
Machinery . ............ 68,348,991 79,263,206 127,684,349 178,378,794 263,164,492
Transportation
equipment ... ........ 80,000,397 104,616,498 200,824,690 185,261,892 399,937,849
Electronic products ...... 31,105,001 35,007,635 56,392,688 58,338,693 52,706,208
Miscellaneous
manufactures . ....... 87,203,905 90,246,426 99,488,421 97,421,586 108,557,532
Special provisions . ... ... 120,290,387 129,804,995 210,755,394 217,476,691 268,417,088
Total ................ 15,995,759,900  13,359,160,405  13,749,714,419  22,212,648,883  21,060,499,172
U.S. merchandise trade
balance:
Agricultural products . . . .. -159,163,893 -138,018,086 -104,911,643 -106,069,904 -178,630,729
Forest products ......... 103,485,176 88,118,173 45,343,865 18,285,824 28,174,290
Chemicals and related
products ............ -95,140,240 -83,945,880 -239,056,465 -743,855,867 119,700,664
Energy-related products ..  -10,790,304,792  -7,760,847,483  -7,850,480,512 -14,858,772,890  -14,122,112,913
Textiles and apparel .. ... -264,055,134 -390,613,772 -475,636,002 -653,142,195 -867,467,708
Footwear .............. 15,768,136 14,174,769 13,313,596 13,496,638 8,616,635
Minerals and metals .. ... -2,020,706,799  -2,342,451,135  -2,415,593,637 -2,981,611,777  -2,831,733,729
Machinery ............. 775,139,887 721,595,544 394,128,881 376,337,491 402,428,227
Electronic products ...... 729,811,768 808,278,406 711,606,667 645,059,145 647,761,912

See footnote at end of table.



Table 1-1—Continued
Sub-Saharan Africa: U.S. exports of domestic merchandise, imports for consumption, and
merchandise trade balance, by major commodity sectors, 1997-20011

(Dollars)

ltem 1997 1998 1999 2000 2001
U.S. imports for

consumption-Continued

Transportation

equipment ... .......... 1,628,241,296  2,080,892,404 1,499,584,410 1,616,198,541  2,459,986,124
Miscellaneous

manufactures .......... -10,949,425 4,076,254 -30,347,896 -24,129,382 -9,343,186
Special provisions ......... 161,541,787 160,829,867 34,031,024 48,840,026 32,285,477

Total ................. -9,926,332,234 -6,837,910,940 -8,418,017,712 -16,649,364,350 -14,310,334,937

*Import values are
Note.—Because of ro

based on customs value; export values are based on f.a.s. value, U.S. port of export.
unding, figures may not add to totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.

equipment) and a 21.0 percent share. Third was Angola, with $2.8 billion in sales
(mostly energy-related products), representing a 13.2 percent share. U.S. imports
from Gabon totaled $1.7 billion (mostly energy-related products), and from the
Republic of Congo (ROC), about $0.5 billion. For additional data, see appendix B,
table B-3.3

Total U.S. imports of SSA energy-related products totaled $14.3 billion in 2001, and
accounted for 67.8 percent of all U.S. imports from the region (figure 1-7), down
slightly from $15.0 billion, or 67.6 percent of the total, in 2000 primarily because of
decreased imports of crude petroleum from Nigeria and lower world petroleum
prices. The second-largest import commodity was minerals and metals ($3.1 billion),
which accounted for a 14.6 percent share in 2001, compared with 14.4 percent in
2000. Textiles and apparel ($998.0 million) represented 4.7 percent of the total. For
more information, see the respective industry and sector profiles in Chapter 5.

In absolute terms, the largest increase in U.S. imports from SSA in 2001 came from
transportation equipment (up by $214.7 million, or by 115.9 percent) and textiles and
apparel (up by $208.8 million, or by 26.5 percent). A smaller increase was measured
for imports of machinery (up by $84.8 million, or by 47.5 percent). Significant
decreases of U.S. imports from the region were recorded for chemicals and related
products (down by $793.5 million, or by 54.6 percent), energy-related products
(down by $745.0 million, or by 5.0 percent) and minerals and metals (down by $118.7
million, or by 3.7 percent). Table 1-3 shows the major U.S. commodity imports from
SSA at the HTS six-digit level for 1997-2001. Growth rates by commodity sectors are
shown in figure 1-8.

3 Table B-3 presents changes in sectoral trade between 1997 and 2001 for the 10 largest SSA
trading partners of the United States, based on total trade turnover (exports plus imports).



Table 1-2

Sub-Saharan Africa: U.S. exports, by major commodity items, 1997-2001

(Dollars)

HTS
No. Description 1997 1998 1999 2000 2001
8802.40 Airplanes and other aircraft nesoi, of an unladen weight

exceeding 15,000 Kg ... 130,651,831 583,041,436 422,581,019 539,629,241 1,147,073,529
8431.43 Parts for boring or sinking machinery, nesoi ................... 418,795,205 424,669,802 275,529,016 302,866,705 454,715,848
1001.90 Wheat (other than durum wheat), and meslin................... 222,732,534 249,814,260 250,978,937 300,270,976 287,165,536
9880.00 Estimate of non-Canadian low-value export shipments;

compiled low-value shipments to Canada; and shipments

not identified by kindtoCanada . .......................... 215,865,549 218,069,225 170,295,762 182,989,298 229,079,132
8708.99 Parts and accessories for motor vehicles, nesoi . ................. 53,878,684 100,549,524 39,465,301 89,422,963 206,131,715
8703.23 Passenger motor vehicles with spark-ignition internal

combustion reciprocating piston engine, cylinder capacity

over 1,500 cc but not over 3,000¢C . .......... ... 26,901,995 35,698,704 32,432,411 38,974,540 120,942,312
8803.30 Parts of airplanes or helicopters, nesoi ........................ 155,948,415 170,623,090 133,636,982 127,299,144 94,188,886
8802.30 Airplanes and other aircraft nesoi, of an unladen weight

exceeding 2,000 kg but not exceeding 15,000kg ............. 91,106,252 83,919,280 126,941,978 79,701,250 72,176,955
2713.12 Petroleum coke, calcined . .. ......... .o 54,624,503 47,829,237 58,529,148 58,276,265 65,273,651
8473.30 Parts and accessories for automatic data processing

machines and units thereof, magnetic or optical readers,

transcribing machines, etc., Nesoi . ........... ... . 72,128,239 90,430,466 83,915,736 70,864,522 61,677,829
6309.00 Worn clothing and other worn textile articles ................... 109,226,985 88,279,006 67,197,046 60,404,283 61,652,761
8704.10 Dumpers (dump trucks) designed for off-highway use ............ 98,499,547 66,496,579 34,551,607 33,802,382 58,235,525
8525.20 Transmission apparatus incorporating reception apparatus

for radiotelephony, radiotelegraphy, radiobroadcasting or

television .. ... ... .. 39,485,822 57,769,239 51,256,427 49,111,582 57,064,271
8431.49 Parts and attachments, nesoi, for derricks, cranes, self-

propelled bulldozers, graders, etc., and other grading,

scraping, etc., machinery ........... .. 89,070,899 115,179,178 42,965,382 41,368,008 50,541,811
3100.00 Fertilizers (includes crude fertilizers from other areas) ............ 59,123,714 21,272,909 47,245,848 42,599,378 49,930,451
1006.30 Rice, semi-milled or wholly milled, whether or not polished or

glazed . ... 78,015,469 60,671,979 66,826,292 53,468,799 47,107,455
8431.41 Buckets, shovels, grabs and grips for derricks, cranes,

bulldozers, angledozers, graders, scrapers, borers,

extracting, etc., machinery ............... ... ... ... ... 9,900,429 6,559,782 33,242,507 46,109,292 46,137,950
9018.90 Instruments and appliances for medical, surgical or veterinary

sciences, nesoi, and parts and accessories thereof . ............ 18,047,507 20,232,903 24,643,085 29,031,919 42,207,661



Table 1-2—Continued
Sub-Saharan Africa: U.S. exports, by major commodity items, 1997-2001

(Dollars)
HTS
No. Description 1997 1998 1999 2000 2001
3004.90 Medicaments, in measured doses, etc. (excluding vaccines, etc.,
coated bandages etc. and pharmaceutical goods),
NESOI . .ottt e e e 7,493,552 13,834,306 23,100,831 22,093,846 38,691,086
8431.39 Parts for lifting, handling, loading or unloading machinery, nesoi . . . 44,315,191 61,341,532 39,624,085 25,677,563 37,629,031
8411.12 Turbojets of a thrust exceeding 25kn ......................... 12,577,928 5,230,000 9,135,000 8,333,800 36,960,732
8479.89 Machines and mechanical appliances having individual
functions, NESOI .. ... oot 35,848,179 36,460,692 24,121,242 36,741,319 36,425,071
8471.80 Automatic data processing units, N€SOI .. ...t 37,267,196 60,813,890 47,496,386 46,473,989 35,802,405
4901.99 Printed books, brochures, leaflets and similar printed
MAMET, NESOI © . v 24,325,182 22,319,835 25,415,995 30,150,029 35,677,003
2710.00 Petroleum oils and oils from bituminous minerals (other than crude)
and products therefrom, nesoi, containing 70% (by weight) or
more of these oils .............. ... ... ... ... ... ... ..... 59,285,480 44,223,531 40,874,087 26,673,945 33,496,311
Subtotal . ... 2,165,116,287  2,685,330,385 2,172,002,110  2,342,335,038 3,405,984,917
AllOther . 3,904,311,379  3,835,919,080  3,159,694,597  3,220,949,495 3,344,179,318
Total . 6,069,427,666  6,521,249,465  5,331,696,707  5,563,284,533 6,750,164,235

Note.—Because of rounding, figures may not add to totals shown. The abbreviation “

Source: Compiled from official statistics of the U.S. Department of Commerce.

nesoi” stands for “not elsewhere specified or included.”
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Table 1-3

Sub-Saharan Africa: U.S. imports, by major commodity items, 1997-2001

(Dollars)

HTS
No. Description 1997 1998 1999 2000 2001
2709.00 Petroleum oils and oils from bituminous minerals, crude . . . 7,515,971,485 5,279,111,112 5,001,603,197 8,723,257,287 11,763,116,582
2710.00 Petroleum oils and oils from bituminous minerals (other

than crude) and products therefrom, nesoi, containing

70 percent (by weight) or more of these oils ... ....... 1,815,158,046 1,469,781,506 1,826,913,733 4,146,183,74 1,613,767,108
7110.11 Platinum, unwrought or in powder form ............... 584,092,150 655,025,976 548,919,598 744,737,163 802,297,889
7110.21 Palladium, unwrought or in powder form .............. 103,263,710 196,517,794 277,486,130 409,020,685 403,801,756
7102.31 Diamonds, nonindustrial, unworked or simply sawn,

cleavedorbruted ................ ... 268,456,832 219,992,625 284,056,284 272,590,846 339,710,363
8703.24 Passenger motor vehicles with spark-ignition internal

combustion reciprocating piston engine, cyclinder

capacity over 3,000CC ... ... .ot 11,100 0 82,066 1,022,134 255,636,991
1801.00 Cocoa beans, whole or broken, raw or roasted . ........ 197,735,178 338,189,950 296,213,426 270,307,532 246,750,210
9801.00 Imports of articles exported and returned, not advanced in

value or condition; imports of animals exported and

returned within8months . . ....................... 110,574,553 116,923,641 194,089,224 194,542,730 238,519,496
2713.11 Petroleum coke, notcalcined . ....................... 615,922,007 361,427,992 381,841,064 690,560,244 225,035,269
7110.31 Rhodium, unwrought or in powder form ............... 44,846,277 109,587,646 116,393,462 252,476,583 217,579,069
6110.20 Sweaters, pullovers, sweatshirts, vests and similar articles

of cotton, knitted or crocheted . .................... 63,493,484 80,480,489 90,608,399 139,655,644 214,516,754
6203.42 Men’s or boys’ trousers, bib and brace overalls, breeches

and shorts of cotton, not knitted or crocheted ......... 108,679,812 137,674,224 153,515,459 192,883,121 202,121,753
6204.62 Women'’s or girls’ trousers, bib and brace overalls,

breeches and shorts of cotton, not knitted or

crocheted ........ ... . . ... ... 46,439,118 84,313,541 111,721,076 116,430,404 195,983,989
2711.29 Petroleum gases and other gaseous hydrocarbons in a

gaseous state, nesoi (other than natural gas) ......... 455,777,584 359,600,828 360,584,427 689,757,508 183,302,306
271111 Natural gas, liquefied . ............................ 75,658 52,808 6,809 41,071,084 176,129,032
7102.39 Diamonds, nonindustrial, worked, including polished

ordrilled ............ . . 133,266,407 107,935,421 83,240,870 150,116,206 169,989,767
8421.39 Filtering or purifying machinery and apparatus for

g8SES, NESOI + v\ vttt 0 7,564,327 37,344,764 69,230,295 166,303,192
2620.90 Ash and residues nesoi, containing metals or metallic

ComMPOUNS NESOT .« v v v vt e et 153,579,165 186,456,068 186,325,531 167,950,066 145,923,724
0905.00 Vanillabeans ........... ... i i 28,117,239 24,832,399 19,950,548 32,746,566 90,245,008
2711.12 Propane, liquefied . ............ ... . i i 212,192,366 192,471,048 175,423,891 258,586,430 87,935,389
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Table 1-3—Continued
Sub-Saharan Africa: U.S. imports, by major commodity items, 1997-2001

(Dollars)
HTS

No. Description 1997 1998 1999 2000 2001
2901.29 Acyclic hydrocarbons, unsaturated, nesoi . ............. 18,970,276 25,550,839 39,106,809 75,367,179 77,156,835
2606.00 Aluminum ores and concentrates .................... 109,293,365 97,317,970 90,715,503 77,152,343 68,170,532
2901.22 Propene (propylene) . ... 116,589,664 107,219,749 148,209,953 274,800,569 67,756,936
2901.21 Ethylene (ethene) . ....... .. ... i, 90,088,390 81,834,167 108,559,120 256,015,559 66,487,281

6205.20 Men’s or boys’ shirts of cotton, not knitted
orcrocheted .......... ... ... ... . ... ... 75,762,181 76,834,933 76,119,770 78,266,372 66,073,489
Subtotal . ... 12,868,356,047 10,316,697,053 10,609,031,113  18,324,728,294 18,084,310,720
Allother ... 3,127,403,853 3,042,463,352 3,140,683,306 3,887,920,589 2,976,188,452
Total L 15,995,759,900 13,359,160,405  13,749,714,419  22,212,648,883 21,060,499,172

Note.—Because of rounding, figures may not add to totals shown. The abbreviation “nesoi” stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Figure 1-6
U.S. imports from major sub-Saharan Africa trading partners, 2001
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Source: Compiled from official statistics of the U.S. Department of Commerce.

Figure 1-7
U.S. imports from sub-Saharan Africa, by commodity sectors, by shares,

2001
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Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 1-8
U.S. imports from sub-Saharan Africa: Growth rates by commodity
sectors, 2001
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Source: Compiled from official statistics of the U.S.Department of Commerce.

Trade Balance

In 2001, the U.S. merchandise trade deficit with SSA decreased by $2.3 billionto $14.3
billion, compared with a deficit of $16.6 billion in 2000 and $8.4 billion in 1999.
Excluding petroleum, the U.S. trade deficit with the region decreased by $2.8 billion,
from $3.8 billion in 2000 to $1.0 billion in 2001. The nonpetroleum trade deficit totaled
$1.6 billion in 1999 and $0.1 billion in 1998.4

The SSA country with which the United States had the largest trade deficit in 2001
remained Nigeria measured at $8.0 billion, down from $9.0 billion in 2000; followed
by Angola ($2.5 billion in 2001, down from $3.1 billion in 2000); Gabon ($1.7 billion
in 2001, down from $2.0 billion in 2000); South Africa ($1.6 billion in 2001, up from
$1.4 billion in 2000); and ROC ($0.4 billion in 2001 and $0.4 billion in 2000). The
United States had trade surpluses with many SSA countries, including Kenya ($0.4
billion), Namibia ($0.2 billion), and Seychelles ($0.2 billion).

On a sectoral basis, the largest U.S. trade deficit with the SSA region occurred in
energy-related products, with a deficit of $14.1 billion in 2001, down slightly from
$14.9 hillion in 2000. Second was minerals and metals, with a deficit of $2.8 billion in
2001, down from $3.0 billion in 2000. The U.S. trade deficit in textiles and apparels
increased from $653 million in 2000 to $868 million in 2001.

4 Data were compiled from official statistics of the U.S. Department of Commerce.
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Several sectors showed a U.S. trade surplus in the region. The U.S. surplus in
transportation equipment measured $2.5 billion in 2001, up from $1.6 billion in 2000.
Electronic products registered a $648 million surplus in 2001, up from a $645 million
surplus in 2000. Other significant U.S. trade surpluses were in machinery products
($402 million) and chemicals and related products ($120 million). The U.S. trade
surplus in footwear was $8.6 million in 2001 and $13.4 million in 2000.

U.S.-Africa Services Trade

Services are provided to foreign customers through cross-border trade and affiliate
transactions.® The United States recorded a cross-border services trade surplus with
Africa of $2.6 billion in 2000 (figure 1-9).8 U.S. cross-border services exports totaled
$5.4 billion in 2000, compared to cross-border imports of $2.7 billion. During
1995-2000, U.S. exports of services increased at an average annual rate of 13.4
percent, while U.S. imports of services from Africa increased at a slower average
annual rate of 7.0 percent. The primary U.S. cross-border service exports to Africa
were tourism, freight transport, education, and business services, primarily
construction-related services (table 1-4).” Tourism alone generated $1.4 billion in U.S.
exports in 2000, or 26.8 percent of all U.S. exports of services to Africa. Exports of
education services reflected the tuition and living expenses of 29,000 African students
studying at U.S. colleges and universities during the 2000-2001 academic year.
African students, whose numbers increased by 12.7 percent over the previous year,
represented approximately 5 percent of all foreign students in the United States.8 U.S.
service imports from Africa totaled $2.7 billion in 2000, of which travel and tourism
accounted for 49.7 percent (table 1-5). Passenger transport, freight transport and port

5When a service, or a provider or a purchaser of a service, crosses national borders, the sale is a
cross-border transaction. When a service provider establishes a commercial presence in a foreign
market (an affiliate), sales are called affiliate transactions.

6 Data regarding cross-border services trade with the African continent are available through
2000. There are no data specific to the SSA region, or to individual countries other than South Africa.

7 Construction-related services are included within business services in table 1-4, and account for
48.7 percent of business services exports. U.S. tourism exports reflect spending by African residents while
traveling in the United States, such as for meals and lodging. Exports of freight transport and port services
stem from merchandise trade. Exports of freight services reflect payments to U.S. carriers in return for
transporting merchandise to foreign ports, while exports of port services reflect costs incurred by foreign
carriers docked in U.S. ports. Exports of education services reflect expenditures by African students
studying at U.S. colleges and universities. Exports of construction-related services include the costs of
construction, as well as pre-erection, design, and maintenance work. For further detail regarding trade
inservices, see USITC, Recent Trends in U.S. Services Trade, 2002 Annual Report, pub. 3514, June 2002.

8 Excludes students from Algeria, Egypt, Libya, Morocco, Sudan, Tunisia, and Western Sahara.
Institute of International Education, Open Doors 2001 (New York: Institute of International Education,
2002).
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Figure 1-9
U.S. cross-border trade in services with Africa: Exports, imports, and
trade balance, 1997-2000
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of
Current Business, November 2001, pp. 66-67.

Table 1-4
Total Africa and South Africa: U.S. cross-border service exports, 1995 and 2000
(Million dollars)
Africa South Africa

Average Average
annual annual
Service 1995 2000 growth 1995 2000 growth
Percent Percent
TOUMSM oo 699 1,443 15.6 344 429 4.5
Passenger transport ................. 33 69 15.9 1 11 61.5
Freight transport and port services ... ... 568 602 1.2 84 129 9.0
Royalties and license fees ............. 205 376 12.9 151 218 7.6
Education .............. ...l 341 603 12.1 34 43 4.8
Insurancel ............... .. ... 6 -10 A 3 -4 A
Telecommunications ................. 111 200 125 28 98 285
Financial services ................... 66 221 27.3 20 57 233
BUSINESS SErvicess ... ... 640 1,455 17.9 81 203 20.2
Otherd . ... . 200 423 16.2 55 164 24.4
Total® ... 2,869 5,382 13.4 801 1,348 11.0

Lnsurance exports are defined as the difference between premiums received from foreign policy-holders and claims

collected by foreign policy-holders.
Not a meaningful number.

3 Data also reflect professional and technical services.

4 Includes intra-corporate transactions; i.e., U.S. parent firms’ receipts from foreign-based affiliates, and U.S.-based affili-
ates’ receipts from foreign parent firms. Large shares of these receipts are in exchange for financial, computer and information,
and transportation services. Also includes expenditures of foreign governments and international organizations in the United
States, and expenditures of foreign residents employed temporarily in the United States.

Due to rounding and suppression of individual company data, figures may not add to totals shown.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, November 2001, pp. 67-91.
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Table 1-5

Total Africa and South Africa: U.S. cross-border service imports, 1995 and 2000

(Million dollars)

Africa South Africa
Average Average
annual annual
Service 1995 2000 growth 1995 2000 growth
Percent Percent
TOUFISM & ot 1,063 1,359 5.0 198 269 6.3
Passenger transport .................... 277 453 10.3 119 255 16.5
Freight transport and port services ......... 183 248 6.3 22 63 23.4
Royalties and license fees ................ 2 4 14.9 1 1 0
Education .................coiiiiii.... 22 61 226 1 S) O]
INSUFANCEZ . . o oo 5 -1 S -1 -1 0
Telecommunications .................... 234 222 -1.0 33 432 67.3
Financial services ...................... 10 31 254 5 14 229
BUSINESS SEervices? . ...t 138 228 10.6 16 43 213
OtherS . ..o 13 131 58.7 4 0] A
Total® ... 1,947 2,736 7.0 398 799 15.0

1 Data have been suppressed to avoid disclosure of individual company operations.
Insurance imports are the difference between premiums paid to foreign insurers and claims received by U.S. policy-holders.
Imports are entered as credits on the balance of payments when claims received by U.S. policy-holders exceed premiums paid to

foreigqn insurers.
Not a meaningful number. _ _
4 Data also reflect professional and technical services.

5 Includes intra-corporate transactions; i.e., U.S. parent firms’ payments to foreign-based affiliates, and U.S.-based affiliates’

payments to foreign parent firms.

6 Due to rounding and suppression of individual company data, figures may not add to totals shown.
Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, November 2001, pp. 67-91.

services, and telecommunication services also accounted for significant shares of U.S.
imports from Africa.?

South Africa remained the largest U.S. services trading partner in Africa in 2000,
accounting for 25.0 percent of U.S. exports to and 29.2 percent of U.S. imports from
the region. Tourism accounted for the largest share of U.S. cross-border exports to
South Africa (31.8 percent), followed by royalties and license fees (16.2 percent), and
business services (15.1 percent). Passenger transport, telecommunications, financial
services, and business services registered the most rapid growth rates of U.S.
cross-border service exports to South Africa during 1995-2000, each rising over 20
percent on an average annual basis, compared to 11.0 percent for all service exports.
The largest component of U.S. cross-border service imports from South Africa is
telecommunication services (54.1 percent), followed by tourism (33.7 percent), and
passenger transport services (31.9 percent). Telecommunication services also

9 Imports of tourism and travel services reflect travel expenditures by U.S. residents in Africa,
including those for meals and lodging. Passenger transport services principally include airfares. U.S.
imports of freight transport services reflect payments to foreign carriers in return for transporting
merchandise to U.S. ports, while imports of port services reflect costs incurred by U.S. carriers docked in
foreign ports. Imports of telecommunication services reflect payment by U.S. telecommunication
companies to African telecommunication companies in return for terminating telephone calls outbound
from the United States to Africa.
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registered the fastest growth, with average annual growth of 67.3 percent during
1995-2000, compared to 15.0 percent average annual growth for all services
imports. Freight transport and port services, financial services, and business services
all recorded average annual growth of greater than 20 percent during the period.

In 1999, majority-owned affiliates of U.S. firms in Africa recorded sales of services
totaling $2.3 billion (table 1-6).10 Sales by U.S.-owned affiliates in South Africa
accounted for 45.0 percent of the total, and sales by U.S.-owned affiliates in Nigeria
accounted for 11.1 percent. U.S. consumers purchased services valued at $1.2 billion
from African-owned affiliates operating in the United States, a significant increase
over 1997 purchases of $263 million, but in line with 1998 sales of $997 million.!!
Purchases from South African-owned affiliates were suppressed in 1998 and 1999 to
avoid disclosing individual company information, but in 1997, South African-owned
affiliates accounted for 73.8 percent of all U.S. purchases from affiliates of African
companies. The United States recorded a surplus of $1.1 billion in affiliate transactions
with Africa in 1999.

Table 1-6
Sales and purchases through U.S.-owned affiliates and African-owned affiliates, 1997-99
(Million dollars)
1997 1998 1999
U.S. sales:
Total Africa ........ ..o 2,144 2,274 2,296
South Africa...............o i 960 1,134 1,034
Nigeria ... 216 247 254
U.S. purchases:
Total Africa ... 263 997 1,196
SOUth AFFICE . . v e 194 O A
NIgEria ..ot @) @ @

! Data have been suppressed to avoid disclosure of individual company operations.

2 Not available.

Source: USDOC, BEA, U.S. Direct Investment Abroad: Preliminary 1998 Estimates, table Ill-F-17; USDOC, BEA, U.S.
Direct Investment Abroad: Revised Estimates, various issues, table IlI-F-17; USDOC, BEA, Foreign Direct Investment in
the United States: Preliminary 1998 Estimates, table E-13; and USDOC, BEA, Foreign Direct investment in the

United States: Revised Estimates, various issues, table E-13.

10 Data on sales by African-based affiliates of U.S. parent firms extend only through 1999, with
country-specific data limited to affiliates located in South Africa and Nigeria. Country-specific
information pertaining to sales by U.S.-based affiliates of African firms is available only for firms with
parent companies in South Africa.

I The large increase in purchases in 1998 had two primary causes. First, equity in several existing
U.S. affiliates changed hands, shifting the ultimate beneficial owner from a non-African to an African
country. Second, African-owned firms established several new, African-owned affiliates in the United
States, thus increasing total U.S. purchases. Telephone interview with USDOC, Bureau of Economic
Affairs staff, July 8, 2002.
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Box 1-1: U.S.-Aftrica Services Trade

Total trade in services between the United States and Africa is relatively small, but takes
widely varying forms, as illustrated by the following examples. In 1999, South Africa’s
largest life insurance and mutual fund company, Old Mutual Holdings, moved its
primary stock market listing to the London Stock Exchange, which allowed the
company to bypass legal restrictions on overseas acquisitions imposed by the South
African Government. Old Mutual subsequently purchased a number of foreign
affiliates, in order to expand into the U.S. and British financial services markets. These
included the acquisitions of two U.S.-based companies, United Asset Management
Corp., for $2.2 billion in June 2000, and Fidelity & Guaranty Life Insurance Co., for
$635 million in September 2001.12

In July 2000, U.S.-based Affiliated Computer Services-Business Process Solutions
(ACS-BPS) established a data entry business in Ghana. The Ghanaian facility
processes medical and dental insurance records for U.S. insurance companies with a
3-hour turnaround time through a dedicated satellite link. The U.S. Embassy in Accra
nominated ACS-BPS for an award to recognize its contribution to the development of
Ghana’s computer services industry.13 Also in 2000, U.S. Internet stock brokerage firm
E*Trade opened a South African subsidiary, offering online securities trading to South
Africans.!4

In October 2001, U.S.-based Dial-Thru International Corp. announced an agreement
with Telkom SA Ltd., the largest South African telecommunication services provider, to
jointly provide data, fax, and voice telephony services over the Internet, using fiber
optic cables owned by Telkom SA and U.S.-based Global Crossing. The deal is
expected to expand both voice and data traffic between the United States and South
Africa, thus increasing both U.S. exports and imports of telecommunication services.

12 institutional Investor, “Top Spin,” February 2002; Pensions & Investments, “Changes in Store for
UAM'’s Subs,” June 26, 2000, both found at Internet address Atip.//www.proquest.umi.com/, retrieved
onJuly 2, 2002; and “Old Mutual Completes Purchase of F&G Life,” Fidelity & Guaranty Life Insurance
Co., press release, Sept. 28, 2001, found at Internet address Atip.//www.fglife.com/, retrieved on July 9,
2002.

13 U.S. Department of State telegram, “Award for Corporate Excellence,” message reference No.
01362, prepared by U.S. Embassy, Accra, June 3, 2002.

14 Newsbyres, “E*Trade South Africa Goes Live,” Oct. 2, 2000, found at Internet address
http..//www.toolkit dialog.com/; retrieved on July 3, 2002.
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CHAPTER 2
AGOA-Related Imports and Investment

This chapter provides information on the African Growth and Opportunity Act,!
including its GSP provisions, as requested by the U.S. Trade Representative’s (USTR)
supplemental letter to the Commission dated July 10, 2002.2 U.S. imports under
AGOA are discussed by major SSA trading partner and commodity sector, as well as
for the SSA region as a whole. Trade data were compiled from official statistics of the
U.S. Department of Commerce. Investment developments related to AGOA are also
discussed. Since AGOA was only enacted in May 2000, AGOA-related investment
data generally are not available. Information on recent AGOA-related investment
was obtained primarily from the U.S. Department of State and various other
publications, such as the EIU, Businessline, and Manchester Trade.

African Growth and Opportunity Act

The Trade and Development Act of 2000, enacted on May 18, 2000, provided for
expanded trade benefits for 48 eligible SSA countries under Title I, which is the AGOA.
The AGOA amends the U.S. GSP program, authorizing the President to provide
duty-free and quota-free treatment for certain SSA products, if, after receiving advice
from the Commission, he determines that the products are not import-sensitive in the
context of imports from these countries.3 The statute also provides for graduation of
countries from the program when they become high-income countries and for removal
of eligibility of articles, or articles from certain countries, under certain conditions.*

On Oct. 2, 2000, the President issued Proclamation 7350, designating 34 countries as
AGOA beneficiaries (table 2-1). On Jan. 18, 2001, Swaziland became the 35t
AGOA beneficiary country.® All AGOA beneficiaries must undergo an annual review
to determine that they are making continued progress towards a market-based

1 Trade and Development Act of 2000, Pub. L. 106-200, Title I, May 18, 2000, 114 Stat. 252.

2 Copy of the supplemental letter is in appendix A.

3 The U.S. GSP program authorizes the President to grant duty-free access to the U.S. market for
certain goods that are products of designated developing countries and territories. The GSP is authorized
by Title V of the Trade Act of 1974, as amended (19 U.S.C. 2461 et seq.). The President implemented the
original GSP program by Executive Order 11888 on Nov. 24, 1975, and has modified it through later
executive orders and presidential proclamations.

4 U.S. Department of Commerce “The African Growth and Opportunity Act,” found at Internet
address Atip.//www.agoa.gov/About AGOA/about_agoa.himl, retrieved on Aug. 21, 2002,

566 Federal Register (FR) 15.
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Table 2-1
SSA countries designated as beneficiary countries of AGOA on
October 2, 2000 (34)

Benin Guinea-Bissau Republic of the Congo
Botswana Kenya Rwanda

Cape Verde Lesotho S&o Tomé and Principe
Cameroon Madagascar Senegal

Central African Republic Malawi Seychelles

Chad Mali Sierra Leone

Djibouti Mauritania South Africa

Eritrea Mauritius Tanzania

Ethiopia Mozambique Uganda

Gabon Namibia Zambia

Ghana Niger

Guinea Nigeria

Source: USDOC, “Country Eligibility List,” found at Internet address /Atip.//www.agoa.gov,
retrieved Nov. 22, 2002.

economy, the rule of law and political pluralism, free trade, and economic policies that
will reduce poverty and protect workers’ rights. On Dec. 31, 2001, the President
approved the designation of 35 SSA countries as AGOA-eligible under the annual
review.® Céte d’Ivoire was designated the 36" AGOA beneficiary country on May 16,
2002.7

On Aug. 6, 2002, the President signed the Trade Act of 2002, modifying certain
provisions of AGOA and expanding preferential access for imports from beneficiary
SSA countries. The modifications, which are collectively referred to as AGOA 1,8
became effective immediately upon enactment. AGOA Il amended AGOA to
accomplish the following: (1) to provide preferential treatment to “wholly assembled”
apparel articles assembled in one or more beneficiaries from U.S. or SSA
knit-to-shape components; (2) to provide preferential treatment for apparel articles
that are cut both in the United States and in beneficiary countries; (3) to make a
technical correction to allow SSA producers to take advantage of the AGOA benefit
for merino wool sweaters; (4) to increase gradually the cap for apparel made in SSA
from regional fabric made with regional yarn from the previous level of 1.5 to 3.5
percent of U.S. consumption to the new level of 3 to 7 percent over 8 years; and (5) to
grant Namibia and Botswana lesser-developed beneficiary country (LDBC) status,
and to allow producers in these LDBCs to use third country fabric and yarn

6 White House, “President Approves Tariff Preferences,” found at Internet address
http.//www.white house.gov./news/releases/2002/20020102-4.himi, retrieved on Feb. 11, 2002.

767 FR98.

8 Sec. 3108 of The Trade Act of 2002, Pub. L. 107-210, 116 Stat. 1038.
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in qualifying apparel through September 2004.° This change in designation provides
LDBCs greater flexibility in sourcing inputs for duty-free apparel exports to the United
States, and expressly adds these two countries to this group despite their slightly higher
per capita GNP levels.

AGOA |l was designed to improve the operation of AGOA and to improve SSA
country utilization of the AGOA program. The program reflects the U.S. commitment
to three broad goals: (1) to promote economic development in developing and
transitional economies through increased trade rather than foreign aid; (2) to
reinforce U.S. trade policy objectives that encourage beneficiary countries to open
their markets, to comply more fully with international trading rules, and to participate
more actively in the international trading system; and (3) to help maintain U.S.
international competitiveness by lowering the costs for U.S. business, as well as
lowering prices for American consumers.

On Jan. 24, 2002, the USTR published a Federal Register notice announcing the
timetable for public hearings for consideration of two petitions to alter AGOA benefits
for two products. One petition by Northwest Horticultural Council, Yakima, WA,
California Pear Advisory Board, Sacramento, CA; Washington-Oregon Canning
Pear Assn., Yakima, WA; Pacific Coast Producers, Lodi, CA; and Signature Fruit Co.,
LLC, San Roman, CA, proposed the termination of canned pears as a GSP-eligible
article. The second petition by Eramet Marietta Inc., Marietta, OH, and Manganese
Metal Company Ltd., South Africa, proposed the designation of manganese metal as
a GSP-eligible article when imported from AGOA beneficiary countries.1

Apparel Provisions

AGOA authorizes preferential treatment for qualifying textiles and apparel from
eligible SSA countries until Sept. 30, 2008. The trade benefits are available to
designated AGOA beneficiaries provided they meet certain customs-related
requirements, including the adoption of procedures to prevent unlawful
transshipments and the use of counterfeit documents. AGOA provides for duty-free
and quota-free access to the U.S. market for apparel made in eligible SSA countries
from U.S. fabric, yarn, and thread. It also provides for substantial growth of duty-free
and quota-free apparel imports made from fabric produced in SSA beneficiaries.
Apparel imports made with African fabric and yarn are subjectto a cap of 3 percent of
overall U.S. apparel imports beginning in 2000, and growing to 7 percent of overall
imports over an 8-year period. The cap is measured in square meter equivalents, and

9LDBCs are designated SSA beneficiaries with a per capita GNP of less than $1,500 in 1998. U.S.
Department of Commerce, “President Bush Signs the Trade Act of 2002 on Aug. 6, 2002 — Including
AGOA II,” found at Internet address Atp.//www.agoa.gov/index.him, retrieved on Aug. 21, 2002.

1067 Fr16.
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has no dollar equivalent. Under a special rule, Botswana, Namibia, and other LDBCs
are to enjoy duty-free U.S. market access for apparel made from fabric and yarn
originating anywhere in the world until Sep. 30, 2004. Apparel imported under the
special rule is counted against a cap.!! The Secretary of Commerce is directed to
monitor apparel imports on a monthly basis to guard against surges. If increased
imports are threatening serious damage to the U.S. apparel industry, the Presidentis to
suspend duty-free treatment for the article in question. Preferential treatment for
apparel took effect on Oct. 1, 2000; however, beneficiary countries must first establish
that they have effective visa and enforcement mechanisms to prevent illegal
transshipment. As of November 2002, 18 countries had met these requirements and
became eligible for the apparel trade benefits. These countries are: Botswana,
Cameroon, Cape Verde, Ethiopia, Ghana, Kenya, Lesotho, Madagascar, Malawi,
Mauritius, Mozambique, Namibia, Senegal, South Africa, Swaziland, Tanzania,
Uganda, and Zambia. The USTR has determined that the LDBCs — all 18 countries listed
above, excluding Mauritius and South Africa — are eligible for the special rule
benefits.}2

AGOA Forum

President Bush established the U.S.-SSA Trade and Economic Cooperation forum
(AGOA Forum) on May 16, 2001, to complement the AGOA.12 The first AGOA Forum
was held in Washington, D.C., on Oct. 29-30, 2001. The Forum was hosted by the
Secretaries of State, Treasury, and Commerce, and the USTR. Trade, foreign affairs,
and finance ministers from 35 eligible SSA countries participated, along with
representatives from African regional organizations. The forum serves as a vehicle for
regular dialogue between the United States and SSA countries on issues of economics,
trade, and investment. President Bush addressed the Forum, and in his address,
announced the creation of a $200 million Overseas Private Investment Corporation 14
support facility to give American firms access to loans, guarantees, and political risk
insurance for investment projects in SSA. The President also announced the
establishment of a Trade and Development Agencyl® (TDA) regional office in
Johannesburg, South Africa, and the TDA Trade for African Development and
Enterprise Program, to provide guidance and assistance to governments and
companies that seek to liberalize their trade laws, to improve the investment
environment, and to take advantage of AGOA.

1 ibid.

12 y.s. Department of Commerce, “African Growth and Opportunity Act Country Eligibility List,”
found at Internet address Atp.//www.agoa.gov/Eligibility/eligibility.htm, retrieved on Nov. 22, 2002.

13 USTR, “President Bush and USTR Zoellick Open First U.S.-Sub-Saharan Africa Trade Forum,”
found at Internet address Ap.//www.ustr.gov/releases/2001/10/01-90.him, retrieved on Feb. 15,
2002.

14 The Overseas Private Investment Corporation is discussed in greater detail in chapter 4.

15 The Trade and Development Agency is discussed in greater detail in chapter 4.
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The first AGOA forum focused on measures that the United States and SSA countries
can take jointly to stimulate economic growth and trade, to enhance democracy and
good governance, and to combat HIV/AIDS. During the forum, U.S. officials
emphasized the United States’ strong commitment to SSA and noted the initial success
of increased trade under the AGOA program. (See AGOA imports discussion below).
U.S. and SSA delegates underscored the necessity of good governance, rule of law,
and political freedom to attract investment and to achieve economic growth. The use of
African co-chairs and active question and answer sessions allowed SSA officials the
opportunity to speak openly about the benefits and challenges of AGOA.!6

On Oct. 30, 2001, U.S. Trade Representative Zoellick, signed two agreements—-a
U.S.-Nigerian Joint Declaration on Electronic Commerce, and a Trade and Investment
Framework Agreement (TIFA) between the United States and the Common Market for
Eastern and Southern Africa (COMESA). The TIFA represents the first agreement
between the United States and a regional organization in SSA.L

On Apr. 24, 2002, the Deputy U.S. Trade Representative, Ambassador Jon
Huntsman, signed a TIFA agreement between the United States and the West African
Economic Monetary Union (WAEMU).18

U.S. Imports under AGOA

The first U.S. imports under the additional AGOA benefits entered the United States in
January 2001. As shown in table 2-2 and figure 2-1, the countries supplying the most
U.S. imports under AGOA (including its GSP provisions) during 2001, included
Nigeria ($5.7 billion or 70 percent), Gabon ($938.8 million or 12 percent), and South
Africa ($923.2 million or 11 percent). These three countries combined accounted for
more than 92 percent of U.S. imports under AGOA (including GSP) in 2001. These
three countries’ combined imports, however, accounted for 88 percent during the first
half of 2002 as countries such as Lesotho ($142 million), Madagascar ($61 million),
and Mauritius ($55 million) increased their AGOA (including GSP) imports. For some
beneficiary countries, U.S. imports under additional AGOA benefits represented a
substantial portion of total AGOA (including GSP) imports (figure 2-1). For example,
for the following countries, U.S. imports under additional AGOA benefits represented
more than half of total AGOA (including GSP) imports: Nigeria (99 percent), Gabon
(99 percent), Lesotho (99 percent), the Republic of the Congo (99 percent), Cameroon
(99 percent), Madagascar (95 percent), Kenya (94 percent), Rwanda (83 percent),
Mauritius (72 percent), and Swaziland (56 percent).

16 ys. Department of Commerce, “The First U.S.-Sub-Saharan African Trade and Economic
Cooperation Forum,” found at Internet address Atp.//www.agoa.gov/AGOA Update/ agoa_
update.himi, retrieved on Feb. 19, 2002.

17 USTR, “Remarks on the Signing of the U.S.-COMESA Trade and Investment Framework
Agreement,” Oct. 29, 2001.

18 YSTR, “United States and West African Nations Sign Agreement Promoting Trade,” Apr. 24,
2002.
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Table 2-2

U.S. imports under AGOA, by sources, 2001, Jan.-June 2001, and Jan.-June 2002

(£,000 dollars)
2001 Jan.-June 2001 Jan.-June 2002
AGOA AGOA AGOA

Source (includes GSP) GSP (includes GSP) GSP (includes GSP) GSP
Benin .......... 178 178 0 0 0 0
Botswana ................. . 1,221 1,221 558 558 1,881 440
Cameroon ..........ooiiiiiii 37,174 443 16,541 293 22,799 142
CapeVerde ....................... 152 152 75 75 0 0
Congo(ROC) ....oovvviiiiii e 130,235 1,489 13,385 65 45,430 2,817
Coted’lvoire ....................... 13,321 13,321 6,525 6,525 15,729 8,896
Ethiopia . . ............oo i 822 607 270 270 1,349 705
Gabon ......... .. 938,760 65 448,501 18 608,356 121
Ghana .................iii 42,889 9,797 24,784 5,839 22,904 5,856
GUINEa ... 191 191 86 86 28 28
Kenya ... 58,873 3,783 17,887 1,738 48,875 2,243
lesotho ...l 129,592 69 4,905 0 142,208 169
Madagascar ..............coiiiiin.. 97,105 4,959 13,749 3,987 61,070 3,200
Malawi ......... ..o 35,362 23,305 16,744 16,744 21,757 1,425
Mali ... 293 293 142 142 90 89
Mauritania . ............. ... ...... 0 0 0 0 15 15
Mauritius . .....o 53,975 15,076 12,785 4,203 55,236 2,452
Mozambique . ............ 5,278 5,278 21 21 17 4
Namibia ............. ... .......... 93 93 2 2 136 133
Niger ... 42 42 42 42 6 6
Nigeria ... 5,688,461 359 2,335,079 172 2,340,602 75
Rwanda........................... 318 53 33 33 10 10
Senegal ............ ... 567 567 312 312 222 221
Seychelles ......................... 4,230 4,230 2,233 2,23 0 0
Sierraleone ............... ... 387 387 191 191 43 43
South Africa ....................... 923,243 505,987 395,690 260,193 556,955 233,082
Swaziland .............. .. ... ... 14,770 6,456 23 17 28,986 48
Tanzania .........ccovviiiiiin. 899 883 206 195 572 286
Uganda................. ...t 141 141 72 72 15 6
Zambia ... 775 765 724 714 42 18
Total ....... ... 8,179,346 600,189 3,311,565 304,742 3,975,333 262,530

Source: Compiled from official statistics of the U.S. Department of Commerce.



Figure 2-1

U.S. imports under AGOA, by top AGOA beneficiaries, by percent of additional AGOA

benefits, 2001

El GSP only
AGOA imports [ Additional AGOA benefits (81,000)
Nigeria : : 5,688,461
Gabon | ‘ 938,760
Lesotho | ‘ 129592
Congo (ROC) | ‘ 130,235
Cameroon 37.174
Madagascar : : 97 105
Kenya | ‘ 58,873
Rwanda | ‘ 318
Mauritius | ‘ 53,975
Swaziland | ‘ 14.770
0 60 80 100

Percent

Source: Compiled from official statistics of the U.S. Department of Commerce.

AGOA (including GSP) imports were dominated by U.S. purchases of energy-related
products in 2001 (table 2-3). U.S. imports of energy-related products during the
second quarter of 2002 totaled $3.0 billion, 87.3 percent of the AGOA (including
GSP) total. The remaining AGOA (including GSP) imports comprised smaller
quantities of textiles and apparel, transportation equipment, minerals and metals,
agricultural products, and chemicals and related products.!® Table 2-4 shows the
major U.S. commodity imports under AGOA from SSA at the six-digit level of the
Harmonized Tariff Schedule (HTS) for this period.

AGOA-Related Investment

This section discusses AGOA-related investment in SSA. The first part reviews the
examples of AGOA-related investment in SSA. The second part discusses the
facilitating role AGOA plays in increasing investment and encouraging economic
reform.

19 Chapter 5 provides additional details on production, trade, and investment for five of these
sectors: agriculture, fisheries, and forest products; chemicals; petroleum and energy-related products;
minerals and metals; and textiles and apparel.
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Table 2-3

Major U.S. imports under AGOA, by major commaodity sectors, 2001, Jan.-June 2001, and Jan.-June 2002

2001 Jan.-June 2001 Jan.-June 2002
AGOA AGOA AGOA
Sector (includes GSP) GSP (includes GSP) GSP (includes GSP) GSP
Value (1,000 dollars)
Energy-related products .............. 6,827,424 2 2,832,569 2 3,037,874 0
Textiles and apparel ................. 359,469 3,564 48,029 1,940 364,699 1,680
Mineralsand metals ................. 319,134 227,927 154,186 120,195 138,596 95,598
Transportation equipment ............. 300,539 59,339 106,284 24,705 245,080 28,581
Agricultural products . . ............... 153,515 94,525 53,090 41,444 79,920 31,643
Chemicals and related products ........ 128,083 124,271 62,459 61,744 65,640 62,218
Miscellaneous manufactures ........... 33,049 32,749 17,314 17,254 18,004 17,616
Machinery ......................... 22,988 22,976 18,370 18,370 8,867 8,862
Forestproducts ..................... 21,728 21,662 12,619 12,619 11,935 11,751
Electronic products . ................. 13,174 13,174 6,468 6,468 4,583 4,581
Footwear ............ ... ... ... ... 242 0 177 0 136 0
Total, all sectors . ................ 8,179,346 600,189 3,311,565 304,742 3,975,333 262,530
AGOA imports as a share of total sector imports from SSA (Percent)

Energy-related products .............. 61.87 0.00 46.02 0.00 87.32 0.00
Textiles and apparel ................. 36.59 0.36 11.22 0.45 7176 0.33
Mineralsand metals ................. 10.57 7.55 9.30 7.25 11.66 8.04
Transportation equipment ............. 75.16 14.84 60.53 14.07 87.35 10.19
Agricultural products . .. .............. 19.44 11.97 13.27 10.36 17.94 7.10
Chemicals and related products ........ 22.23 21.56 15.36 15.18 46.30 43.89
Miscellaneous manufactures . .......... 37.36 37.02 38.16 38.03 45.62 44.63
Machinery . .......... ... ... . ... 8.74 8.74 12.97 12.97 7.20 7.20
Forestproducts ..................... 18.85 18.79 19.72 19.72 23.63 23.27
Electronic products . ................. 25.45 25.45 25.05 25.05 21.60 21.59
Footwear ................coivuui... 17.60 0.00 16.35 0.00 29.62 0.00
Total, all sectors . ................ 46.54 3.42 34.54 3.18 62.62 414

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.



Table 2-4
Leading U.S. imports under AGOA, by HTS descriptions, 2001, Jan.-June 2001, and Jan.-June 2002

LC

(£,000 doliars)
2001 Jan.-June 2001 Jan.-June 2002
AGOA AGOA AGOA
HTS6 Description (includes GSP) GSP (includes GSP) GSP (includes GSP) GSP
270900 Petroleum oils and oils obtained from bituminous
minerals, crude . ........ ... 6,548,533 0 2,744,263 0 2,874,622 0

271000 Petroleum oils and oils obtained from bituminous

minerals, other than crude; and preparations,

MESOd 278,888 0 88,304 0 0 0
870324 Passenger motor vehicles with spark-ignition

internal-combustion reciprocating piston engine,

cylinder capacity over 3,000cc.............. 232,277 0 78,449 0 132,784 0
620462 Women'’s or girls’ trousers, etc., of cotton, not knitted
orcrocheted ............ ... i, 98,519 0 18,387 0 72,733 0

620342 Men’s or boys’ trousers, bib and brace overalls,
breeches and shorts not knitted or crocheted, of

COMON o 82,362 0 14,094 0 81,768 0
611020 Sweaters, pullovers, sweatshirts, waistcoats (vests)

and similar articles, knitted or crocheted, of cotton 61,964 0 2,331 0 68,694 0
760612 Rectangular plates, sheets and strip, over 0.2 mm

thick, of aluminumalloy .................... 55,478 55,478 28,372 28,372 32,836 32,836
720241 Ferrochromium, containing by weight more than 4

percentofcarbon ......................... 42,853 42,853 30,051 30,051 7,524 7,524
720230 Ferrosilicon manganese ...................... 37,388 37,387 15,209 15,209 23,878 23,878
720211 Ferromanganese, containing by weight more than 2

percentofcarbon ............... ... ... ... 28,058 0 9,147 0 17,243 0
170111 Cane sugar, raw, in solid form, not containing added

flavoring or coloring matter ................. 27,561 27,561 7,208 7,208 6,337 6,337
280469 Silicon, containing by weight less than 99.99 percent

ofsilicon ......... .. ... 24,692 24,692 12,563 12,563 10,504 10,504
240120 Tobacco, partly or wholly stemmed/stripped ... ... 23,968 15,769 13,079 13,079 16,344 1,415
711319 Articles of jewelry and parts thereof, of precious

metal (excluding silver) ..................... 23,833 23,833 12,200 12,200 13,098 13,098
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Table 2-4--Continued
Leading U.S. imports under AGOA, by HTS descriptions, 2001, Jan.-June 2001, and Jan.-June 2002

(£,000 doliars)
2001 Jan.-June 2001 Jan.-June 2002
AGOA AGOA AGOA
HTS6 Description (includes GSP) GSP (includes GSP) GSP (includes GSP) GSP
720219 Ferromanganese, containing by weight 2 percent or
lessofcarbon ........... ... .. ... .. 23,351 23,351 11,237 11,237 6,366 6,366
870870 Road wheels and parts and accessories thereof, for
motor vehicles . ........... .. 21,374 21,374 7,661 7,661 8,727 8,727
611010 Sweaters, pullovers, sweatshirts, vests and similar
articles of wool or fine animal hair, knitted or
crocheted ........ ... ... . ..., 20,242 0 1,075 0 0 0
080510 Oranges, freshordried ...................... 14,490 0 760 0 1,433 0
850433 Electrical transformers n.e.s.o.i., having a power
handling capacity exceeding 16 kVA but not
exceeding 500 kKVA ... ... 14,314 14,314 14,314 14,314 0 0
620520 Men’s or boys’ shirts of cotton, not knitted or
crocheted ........ ... ... . i 13,823 0 3,301 0 12,531 0
410790 Leather of animals n.e.s.o.i., without hair on 13,728 13,358 7,359 7,327 0 0
284390 Inorganic or organic compounds of precious metals,
not gold or silver, whether or not chemically
defined; amalgrams of precious metals ........ 13,216 13,216 10,805 10,805 6,504 6,504
220710 Ethyl alcohol, undenatured, of an alcoholic strength
by volume of 80 percent or higher 11,572 180 3,900 0 6,490 238
721049 Flat-rolled iron or nonalloy steel, not corrugated, 600
mm or more wide, plated or coated with zinc
other than electrolytically ................... 10,881 0 1,701 0 3,610 0
282010 Manganese dioxide ............... ... .. ..., 10,389 10,389 3,584 3,584 605 605
Subtotal ......... ... 7,733,755 323,756 3,139,354 173,610 3,404,634 118,033
Allother ... ... 445,592 276,433 172,211 131,131 570,700 144,497
Total ... 8,179,346 600,189 3,311,565 304,742 3,975,333 262,530

Note.-Because of rounding, figures may not add to totals shown. The abbreviation “nesoi” stands for “not elsewhere specified or included.”
Source: Compiled from official statistics of the U.S. Department of Commerce.



Examples of AGOA-Related Investment

In addition to having the goal of increasing market access to the United States, AGOA
was implemented to encourage investment in SSA. Increased levels of investment also
facilitate knowledge, managerial skill, and technology transfers that support
long-term economic growth. Despite the crucial role played by investment, specific
identification of the motivating factors remains a difficult task, as investment decisions
are often very complex and can rarely be attributed to a single factor. Components of
investment decisions include domestic market size, labor market flexibility,
infrastructure, especially transportation, political stability, macroeconomic stability,
and the overall investment climate, as well as numerous other factors. AGOA eligibility
improves the overall investment climate in SSA by affording eligible countries duty-free
access to the U.S. market. Table 2-5 lists selected examples of AGOA-related
investment, employment increases, and industry output expansion in SSA.

Table 2-5
Selected examples of recent AGOA-related investment, employment increases, and industry
output expansion, 2000-2002

Country Examples

Botswana As of early 2002, five companies in the textiles sector had obtained necessary approval to commence
exports under AGOA.

Cote d’lvoire In anticipation of AGOA qualification, Henan Youbioa Textile (China), in partnership with an Ivorian
entrepreneur, prepared to invest $9 million in a new textile factory to export under AGOA.2

Kenya Economy-wide, AGOA is expected to create 50,000 jobs directly and 150,000 jobs indirectly.3

AGOA helped Kenya revive its cotton growing sector. From August 2000 to July 2001, Kenyan textile
exports to the United States quadrupled, thereby encouraging cotton farmers to increase production.*

Lesotho Textile manufacturing projects investments were the main source of foreign exchange and new
employment in Lesotho. Most investors were from Taiwan, South Africa, and South Korea.®

In 1999, 17,000 textiles workers were employed in the industry, into which companies, most of Asian
origin, have invested millions to access the U.S. market through the AGOA program. As of January
2002, there were 40,000 employees, each earning an average of $80 a month.®

The U.S. market has become an increasingly important destination for clothing and footwear exports,
and accounted for nearly half of Lesotho’s total exports. This trend is expected to continue as the country
continues to benefit from AGOA.”

The Swaziland factory, combined with Nien Hsing’s (Taiwan) factories in Lesotho, was expected to give
the company a monthly output of 93,000 dozen garments.®

The Lesotho government received plans for over $120 million in new investments aimed at exporting
products under the AGOA program.®

Madagascar AGOA was a significant incentive for new investment in Madagascar, which represented $113 million,
generating 52 new apparel companies and 43,000 new jobs in 2001.10

Since Madagascar qualified for AGOA, economy-wide employment increased by 10 percent.l!

Madagascar’s textile and apparel exports to the United States in 2001 increased 83 percent. This
increase was due, in part, to the special apparel provision of AGOA which allows poorer countries to
use any textile materials for exports.12

Foreign investments rose sharply in Madagascar after it qualified for trade benefits under AGOA.13

See footnotes at end of table.
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Table 2-5-Continued
Selected examples of recent AGOA-related investment, employment increases, and industry
output expansion, 2000-2002

Country

Examples

Madagascar’s exports of textiles and garments to the United States were $64.5 million in the first half of
2001, thereby encouraging businesses to triple industrial investment. Investment in the industry in the first
half of 2001 represented a 200 percent increase over the whole of 2000.14

Mauritius

According to the Mauritius Freeport Authority, AGOA encouraged Mast Industries Ltd. (U.S.), the GAP
(U.S.), Eddie Bauer (U.S.), and William E. Conner & Assoc. (Hong Kong) to open regional buying offices
in the country. Also in the textile sector, Shenxi (China) was building a $60 million spinning mill. CMT Ltd.
(Mauritius) and Indo Count Industries Ltd. (India) jointly invested $40 million in an additional cotton
spinning plant. The Mauritius Board of Investment reviewed other projects worth over $100 million
submitted by Indian, Swiss, and Italian companies.t®

Namibia

In early 2002, Ramatex Textiles (Malaysia) constructed an integrated textile and clothing complex in
Windhoek’s Otjimuise suburb. The Namibia Investment Center stated that negotiations were underway
for two additional factories.16

Rwanda

The Hong Kong-based firm Competent Group of Garment Manufacturing announced plans to invest $11
million to establish a manufacturing plant in Rwanda. The plant is expected to provide employment for
2,500 Rwandans and to produce knitwear and cotton clothing for export to the U.S., European, and
African markets.1”

South Africa

In August 2001, Frame Textiles (South Africa) planned investments worth $25 million over the foIIowin%
two years to boost competitiveness and capacity in a bid to penetrate the U.S. market more effectively.!8

A representative of the Clothing Industry Export Council stated that AGOA-related activities and
investment could lead to 300,000 new jobs in the clothing industry and a further 100,000 jobs in the
textiles industry, with additional job opportunities in the agricultural sector from increased cotton
production.1®

As of mid-2002, nearly 90,000 South Africans were employed in jobs related to industries accessing
AGOA benefits.20

As of September 2001, the main South African sectors to benefit from AGOA were the apparel, steel,
and automotive sectors, as well as certain sectors of the fruit industry. Some parts of the fruit industry
held a 50 percent share in the U.S. market.?!

According to the National Association of Automobile Manufactures of South Africa, the increase in
exports of locally assembled cars and commercial vehicles in 2001 was, in part, due to AGOA.22

In October 2000, Ramatex (Malaysia) invested $110 million in a textile mill and export garment factory in
the Eastern Cape in an AGOA-related investment.23

Swaziland

In Swaziland, Nan Woei Industrial (Taiwan) invested $2.4 million in new sewing machines. Nien Hsing
Textile opened a new denim plant in Swaziland, with a capacity of 45,000 dozen garments a month.
The Swaziland factory, combined with Nien Hsing’s factories in Lesotho, is expected to give the company
a monthly output of 93,000 dozen garments. Nien Hsing invested NT $1 billion ($28.9 million) in a denim
fabric mill which will produce 1.6 million yards per month.24

The minister of finance stated that 18 foreign manufactures had indicated their intention to invest a total
of E188 million ($21.9 million) in 2002 in order to gain U.S. market access through AGOA.
Consequently, AGOA expiration would lead to significant job losses.2>

AGOA helped attract Tex-Ray (Taiwan) to Swaziland. The comGpany invested $24 million to expand its
factory. This investment is expected to create 4,000 new jobs.2

See footnotes at end of table.
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Table 2-5-Continued
Selected examples of recent AGOA-related investment, employment increases, and industry
output expansion, 2000-2002

Country Examples

Uganda In February 2002, the Ugandan minister of Tourism and Trade launched Star Coffee. The firm invested
about Shs 150 million ($85,000) in processing the coffee. For the first time in 100 years, a Ugandan firm
added value to coffee and exported it as a processed product. The coffee was processed into instant
coffee and exported to the United States.2”

In order to take advantage of AGOA, the government encouraged farmers to grow cotton through its
Cotton Development Organization. The historical cotton growing areas have resumed cotton production,
and Uganda boasts of its excellent long staple cotton.28

OTK (South Africa) bought a cotton gin in Uganda to supply South African spinners with raw materials to
fully exploit AGOA.2°

L E1U Viewswire, “Botswana: Business: Industry Overview: Manufacturing,” Apr. 8, 2002.

2 FIU Viewswire, “Cote d’Ivoire: Business: Industry Overview: Manufacturing,” Apr. 16, 2002.

3 Inter Press Service, “Economy/ Africa Grew Faster in Developing World in 2001-Study,” May 31, 2002.

4 EIU Viewswire, “Sub-Saharan Africa: Economy: News Analysis: US Trade Legislation has Brought Benefits for
Some,” Aug. 31, 2001.

5UsS. Department of State, “Lesotho Investment Climate Statement 2002,” MASERU 00407, found at Internet address
http.//www.ifc.newsedge-web.com, retrieved on June 14, 2002.

6 7he Survivor (Lesotho), “Africa a Focus for US Investment,” Jan. 24, 2002.

7 EIU Viewswire, “Lesotho: Business: Industry Overview: Manufacturing,” Apr. 8, 2002.

8 Manchester Trade: Africa Business & Policy Update, “Taiwan: Garment Makers Expand Sub-Saharan Africa
Plants,” July 25, 2002.

9 Inter Press Service, “Economy/ Africa Grew Faster in Developing World in 2001-Study,” May 31, 2002.

10 y.s. Department of State, Cable ANTANA 01768, Aug. 2, 2002.

W Manchester Trade: Africa Business & Policy Update, “USTR Robert B. Zoellick Visits Sub-Saharan Africa February
14-20,” Feb. 21, 2002.

12 pManchester Trade: Africa Business & Policy Update, “Investment Key to AGOA Success,” July 31, 2002.

13 Jnter Press Service, “Economy/ Africa Grew Faster in Developing World in 2001-Study,” May 31, 2002.

14 F1U Viewswire, “Madagascar: Economy: News Analysis: Disruption to Exports Threatens Trade,” Apr. 2, 2002.

15 U.S. Department of State, Cable PORT L 00922, Aug. 9, 2002.

16 £ Viewswire, “Namibia: Business: News Analysis: Ramatex Textiles Complex on Track,” Feb. 14, 2002.

17 BBC Monitoring, “Hong Kong Textile Company Pledges to Invest 11m Dollars in Rwanda,” Nov. 19, 2001.

18 £)U Viewswire, “Sub-Saharan Africa: Economy: News Analysis: US Trade Legislation has Brought Benefits for
Some,” Aug. 31, 2001.

19 F1U Viewswire, “South Africa: Business: News Analysis: Textile Firms Come to Terms with Globalization,” Dec. 8,
2002.

20 7he Associated Press, “Report Shows U.S. Trade Deal Boosting South Africa’s Economy,” Aug. 16, 2002.

2L Business Monitor International, “South Africa: Quarterly Economic Outlook-Q4 2001 Economic Outlook,” Sept. 28,
2002.

22 11 Viewswire, “South Africa; Business: News Analysis: Automotive and Pharmaceuticals Updates,” Jan. 31, 2001.

23 £JU Viewswire, “South Africa: Economy: News Analysis: Country Seeks Inroads into US Market,” Nov. 15, 2000.

24 Manchester Trade: Africa Business & Policy Update, “Taiwan: Garment Makers Expand Sub-Saharan Africa
Plants,” July 25, 2002. (1 US$ = 34.7 NT.)

25 FIU Viewswire, “Swaziland: Economy: News Analysis: Concern Grows Over AGOA Benefits,” May 28, 2002.
(1US$ =8.6E)

26 LU Viewswire, “Swaziland: Economy: News Analysis: US has Renewed AGOA Eligibility,” Feb. 14, 2002.

27 Katamba Mohammed, “Local Firm Produces Instant Coffee for American Market,” 7he Monitor (Kampala), Feb.
22,2002. (1US$ =1,755.7 Shs.)

28 .S. Department of State, Cable KAMPAL 02074, Aug. 8, 2002.

29 Jim Fisher-Thompson, “AGOA Creating New Jobs and Investment in South Africa: USTR Zoellick Will Visit the
Country,” Manchester Trade: Africa Business & Policy Update, Feb. 12, 2002.
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Investment Climate and Reform Facilitating Role of
AGOA

In order to receive AGOA benefits, a country must have or be making progress toward
the following:

. a market-based economy,

. the rule of law and political pluralism,

. elimination of barriers to U.S. trade and investment,

. protection of intellectual property,

o efforts to combat corruption,

. policies to reduce poverty,

. increasing availability of health care and educational opportunities,
. protection of human rights and worker rights, and

. elimination of certain child labor practices.2°

A government’s commitment to these AGOA requirements stands to help create an
investment-friendly environment that signals to potential investors the country’s
commitment to market-based policies.2! Numerous AGOA-eligible governments have
recognized this aspect of AGOA, and have used AGOA eligibility to attract investment
and to undertake reforms (table 2-6).

20 Trade and Development Act of 2000, Pub. L. 106-200, Title I, May 18, 2000, 114 Stat. 252. For
more information on AGOA eligibility requirements, see information found at Internet address
htip://www.agoa.gov.

2L FiU Viewswire, “Country seeks inroads into U.S. market,” Nov. 15, 2000.
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Table 2-6

Selected examples of AGOA-related facilitation of investment and reform, 2000-2002

Country

Examples

Madagascar

In an effort to maintain the AGOA-driven investment levels in the textile industry, the government
announced plans to reduce regulatory hurdles, such as reducing waiting time for securing official
approval for investment in the export processing zone and allowing the development of export
processing zones on privately-owned land.!

Mauritius

An advisor to the Prime Minister of Mauritius urged Indian businessmen to make investments in order to
take advantage of AGOA.2

The Mauritian Information Technology Minister, while leading an information technology and
telecommunications delegation to India, stated, “Our inclusion in the Africa Growth and Opportunities
Act can also be leveraged [as an investment opportunity].”3

Nigeria

The Nigerian government assisted Nigerian manufacturers in exporting goods to the United States under
the AGOA program in order to achieve export expansion and diversification, as well as to improve the
Nigerian economy.*

Senegal

The government expended significant energy to attract investors interested in relocating existing apparel
factories to Senegal, in particular from Mauritius, in order to access AGOA benefits.

Swaziland

In 2001, Swaziland was warned that it would lose its AGOA benefits if its human rights record did not
improve. The embassy of Taiwan in Swaziland expressed, for the first time, disapproval towards an
action of the Swaziland government. Taiwan is a significant investment source for the manufacturing
sector, which the Swaziland government is trying to develop to take advantage of the AGOA program.®

Tanzania

In February 2002, Tanzania qualified for textile and apparel benefits under AGOA. AGOA eligibility
conditions were similar to eligibility criteria for the IMF/World Bank HIPC initiative. Policy initiatives
aimed at attaining AGOA eligibility assisted Tanzania to also meet IMF and World Bank requirements,
and thereby to qualify for the HIPC debt relief program.”

Uganda

In November 2001, Uganda completed the last step for AGOA approval by amending the Customs
Management Act. The Uganda Investment Authority stated that the government must allow foreign
ownership of real estate before maximum AGOA benefits will be realized.®

L A1 Viewswire, “Madagascar: Economy: News Analysis: New Figures Confirm Surge in Exports to US,” Dec. 26,

2001.

2 Businessline (Islamabad), “India: Mauritius, a Gateway to US Markets,” Feb. 19, 2001.

3 Businessline (slamabad), “India: Mauritius Seeks Help to Become Cyber Island,” Mar. 15, 2001,

4 Asia Intelligence Wire, “Government to Assist Manufacturers Export Under AGOA,” July 26, 2002.

5U.sS. Department of State, Cable DAKAR 01864, July 25, 2002.

8 FIU Viewswire, “Swaziland: Politics: News Analysis: A Controversial Royal Decree,” Aug. 13, 2001.

T Manchester Trade: Africa Business & Policy Upaate, “Tanzania Gains Textile Free Trade with US,” Feb. 14, 2002.
8 FIU Viewswire, “Uganda: Economy: News Analysis: Africa Growth and Opportunity Act to Create Jobs,” Nov. 7,

2001
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CHAPTER 3
Foreign Investment and Regional Integration

Investment in Sub-Saharan Africa

Overview

In 2001, SSA received $14.3 billion, or 7.7 percent of global foreign investment flows
to developing countries. This amount nearly doubled the $7.6 billion received in 2000,
which represented 3.5 percent of all investment flows to developing countries (table
3-1).1The U.S. share of that global investment flow to Africa represented only a small
amount - $798 million in 2001 - or less than 0.1 percent of total U.S. direct investment
abroad. However, almost one-half of the 2001 inflows to SSA stemmed from the
financial restructuring of DeBeers Group (a South African diamond mining company),
which was purchased by Anglo American PLC (United Kingdom). Absent this
transaction, investment in SSA would have totaled an estimated $6.9 bhillion,
representing a 9.2-percent decline from 2000.2

The drop in foreign investment flows can be principally attributed to geographic
fragmentation and domestic conditions in SSA.3 The fragmentation of African markets
reduces their attractiveness as investment destinations because investors prefer access
to large or integrated markets. In addition, armed conflicts, political and policy
uncertainty, and social problems paint a negative picture of the continent and
discourage foreign investment. Recent conflicts in Burundi, the Democratic Republic of
Congo (DROC), Eritrea and Ethiopia, Liberia, and Sudan, and political events in
Zimbabwe further dampened investor interest in these countries. Investment flows to
Africa were also adversely affected by increased security concerns after the terrorist
attacks in the United States on Sept. 11, 2001, which reduced tourism receipts, and thus
investment in tourism infrastructure such as hotels. In addition, the decline in oil prices
reduced investment flows to the petroleum and tourism sectors in the region.# The
HIV/AIDS pandemic also may have dampened the investment climate because of its
adverse effect on the labor supply.®

1 The World Bank, “Global Development Finance (GDF) 2002, Analysis and Summary Tables,”
Washington, D.C.2002, pp. 22 and 46.

2 Anglo American’s acquisition of DeBeers shifted ownership of the latter’s assets from South Africa
to the United Kingdom. Consequently, the United Kingdom’s direct investment in South Africa increased
by the value of DeBeers assets. The World Bank, “GDF 2002, Analysis and Summary Tables,” p.186.

3 The World Bank, “GDF 2002, Country Tables,” Washington, D.C. 2002, p. 22.

4 The World Bank, “GDF 2002, Analysis and Summary Tables,” p.186.

5 The World Bank, “Intensifying Action Against HIV/AIDS in Africa,” found at Internet address
htp.//www.worldbank.org/afr/aids/; retrieved on July 2, 2002.
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Table 3-1

Global Investment Flows to Developing Countries, 1997-2001
Country/Region 1997 1998 1999 2000 2001

Value (million dollars)

Sub-Saharan Africa:

FDI ... 8,195 6,332 7,937 6,676 13,602
Portfolio equity flows .. ... 1,507 681 3,899 893 703
Total ................ 9,702 7,013 11,836 7,569 14,305

Developing Countries:

FDI oo 172,494 178,263 184,353 166,691 168,238
Portfolio equity flows . ... .. 30,094 15,567 34,456 50,867 18,527
Total ................ 202,588 193,830 218,809 217,558 186,765

Share of total (percent)

Share of Sub-Saharan Africa:

FDI ..o 48 3.6 4.3 4.0 8.1
Portfolio equity flows . ... .. 5.0 4.4 11.3 1.8 3.8
Total ................ 48 3.6 54 35 7.7

Source: The World Bank, “Global Development Finance 2002, Country Tables,” Washington, D.C.
2002, pp. 22 and 48.

Market reform and privatization

The basic elements commonly cited as essential to investor confidence include efficient
financial institutions; a legal framework, which defines the rights and obligations of
market participants and provides guidelines and rules for financial institutions; and a
regulatory and supervisory system to oversee the sector and to ensure competition.®
SSA countries have undertaken significant financial reforms and established facilities,
including capital markets, in the past decade to entice foreign investment.

In 1999, foreign investment accounted for 51.2 percent of the total proceeds from
privatization activities in SSA.” However, privatization activities in SSA have declined
considerably during the last 2 years. The World Bank recorded nine privatization
activities in 2001, compared to 35 in 2000.8 Uganda led in terms of the number of
privatization activities with four enterprises divested in 2001, mainly in transportation
services.? State ownership is estimated at 10 percent of GDP in developing countries on
average, suggesting that further privatization is possible in SSA.10

6 The United Nations Economic Commission for Africa, “Promotion of Capital Markets in Africa in
the Context of Enhancing Domestic and External Resource Mobilization for Development,” found at
Internet address Afjp.//www.uneca.org/, retrieved on June 9, 2002.

7 The World Bank, “GDF (GDF) 2001,” Analysis and Summary Tables, p. 189-190.

8 The World Bank, Privatization database, found at Internet address htip-//wwwAé.worldbank.org/
afr/%’az‘abase/afrpr/'y/pjget/sl, cfm, retrieved on July 9, 2002.

Ibid.

10 James S. Guseh, “The Public Sector, Privatization, and Development in sub-Saharan Africa,”

2001, found at Internet address Atp.//www.web.africa.ufl.edu, retrieved onJuly 10, 2002.

36



Global Investment Trends

Global Foreign Direct Investment (FDI)

Net FDI in sub-Saharan Africa declined for the period 1997 through 2000, from $8.2
billion in 1997 to $6.7 billion in 2000, as shown in table 3-2. Total private investment
flows to SSA spiked in 1999 at $11.8 billion, up from $7.0 billion the previous year, but
dropped to $7.6 billion in 2000. The same trend was evident in portfolio equity flows,
which rose from $681 million in 1998 to $3.9 billion in 1999, dropping to $893 million
in 2000.

Table 3-2
Global investment flows to sub-Saharan Africa, 1997-2000
(Million dollars)
Country/Region 1997 1998 1999 2000
Sub-Saharan Africa investment flows:
FDI(net) .........ccoviiiiiiin. 8,195 6,332 7,937 6,676
Portfolio equity flows . .. ........... 1,507 681 3,899 893
Total private investment flows . ... 9,702 7,013 11,836 7,569
Foreign direct investment flows:
Angola ........ ...l 412 1,114 2,471 1,698
Nigeria ..............coooi... 1,539 1,051 1,005 1,083
South Africa .................... 3,811 550 1,503 961
Portfolio equity flows:
South Africa .................... 1,393 619 3,855 864
Ghana ........................ 46 15 19 17
Nigeria . ...l 4 2 2 2
Total investment flows:
South Africa ................ 5,204 1,169 5,358 1,825
Angola .................... 412 1,114 2,471 1,698
Nigeria .................... 1,543 1,053 1,007 1,085

Source: The World Bank, “Global Development Finance 2002, Country Tables ,” pp. 6-8, 22.

FDI flows to SSA are unevenly distributed. In 2000, Angola, Nigeria and South Africa
received 25.4 percent, 16.2 percent and 14.4 percent, respectively, of total direct
investment flows to the region (table 3-3). The next five countries, Sudan, Mauritius,
Uganda, Zambia, and Tanzania, jointly received 19 percent.!! FDI flows to Angola
decreased by 31.3 percent and flows to South Africa decreased by 36.1 percent
during 2000, while flows to Nigeria increased by 7.8 percent. FDI flows to Angola and
Nigeria were mainly directed to the petroleum sector, where sharply lower oil prices
reduced or reversed the growth of inbound direct investment in 2000. Direct
investment in South Africa declined as privatization activities declined.!2

1 The World Bank, “GDF 2002: Analysis and Summary Tables,” p. 212.
12 ynited Nations Commission on Trade and Development (UNCTAD), Press Release “Foreign Direct
Investment in Africa Shrinks,” TAD/INF/PR24, Sept. 18, 2001.
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Table 3-3
Share of global investment flows to sub-Saharan Africa, 1997-2000

(Percent)
Country 1997 1998 1999 2000
Foreign direct investment:
Angola ................... 5.0 17.6 311 254
Nigeria ................... 18.8 16.6 12.7 16.2
South Africa ............... 46.5 8.7 18.9 14.4
Portfolio investment:
South Africa ............... 924 90.9 98.9 103.5
Ghana ................... 31 2.2 05 2.0
Total investment:
South Africa ........... 53.6 16.7 453 24.3
Angola ............... 4.2 15.9 209 22.6
Nigeria ............... 15.9 15.0 85 14.4

Source: The World Bank, “Global Development Finance 2002, Country Tables ,” pp. 6-8, 22.”

While the United States, France, and the United Kingdom remain the principal
investors in SSA, it appears that the sources of FDI in SSA are diversifying. For
example, Germany, the Netherlands, China, India, Malaysia, Taiwan, and the
Middle Eastern countries increased their participation in the SSA investment market.
U.S. direct investment flows to SSA countries are primarily directed to the petroleum
sector, while those from France target other natural resources extraction. The United
Kingdom invests mainly in the services sector, and Germany, the Netherlands and
Switzerland primarily invest in manufacturing.t3

Global Foreign Portfolio Investment

Portfolio equity funds in SSA are funneled through stock exchanges in Africa, and also
through other exchanges via mutual funds managed and traded overseas. African
companies—particularly South African companies—also list their shares on overseas
stock exchanges. Portfolio equity flows to SSA declined by 21.3 percent in 2001, to
$703 million (table 3-4). The decline principally reflected Anglo American’s
acquisition of DeBeers; South African residents’ holdings of DeBeers stock were, as a
result of the acquisition, counted as outbound investment, rather than as investment in
a domestic firm.14 Except for a one-time surge in 1999, portfolio investment flows to the
region have declined every year since 1997.1°

Many SSA stock exchanges were created or significantly reformed in the 1990s to
provide much needed liquidity to finance the development of the SSA region.16

13 UNCTAD, “WIR 2000,” Geneva:2000, p. 41-42; and “More than expected,” 7he Economist,
June 1, 2000, found at Internet address Atip.//www.economist.com, retrieved on May 29, 2002.

14 Fconomist Intelligence Unit (EIU), Country Profile 2001:South Africa, London, p.53.

15UsDOC, International Trade Administration, “Country Commercial Guide: South Africa 2002,”
09/05/2001, found at Internet address /fip.//www.stat-usa.gov, retrieved on July 2, 2002.

16 MBendi, “Africa’s Stock Exchanges,” found on Internet address /tfp.//mbendi.co.za/exaf.him,
retrieved on July 14, 2000.
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Table 3-4
Global portfolio equity investment flows into sub-Saharan Africa, 1997-2000

(Million dollars)
Share of
Total Change
Country/Region 1997 1998 1999 2000 2001 2000 1999-2000
Percent

South Africa .......... 1,393 619 3,855 864 6 96.8 -77.6
Ghana .............. 46 15 19 17 C) 1.9 -10.5
Cote d’lvoire .......... 18 6 8 6 C) 0.7 -25.0
Total SSA......... 1,507 681 3,899 893 703 @ -77.1

'Not available.

2 Not a meaningful number.
Source: The World Bank, “Global Development Finance, Country Tables,” pp. 6-8, 22.

However, the majority of these exchanges are either not operating or trading at a
minimal level. The Johannesburg Stock Exchange (JSE) in South Africa, established in
1887, isthe largest and the most active on the continent, with 353 listed companies and
amarket capitalization of $163 billion in March 2002.17 JSE accounted for 90 percent
of the total market capitalization of all exchanges in SSA in 1999.18 The Nigeria Stock
Exchange ranked second in the region with $2.9 billion in market capitalization in
1999. The Bourse Régionale des Valeurs Mobilieres (BRVM), a regional exchange in
Abidjan, serving the members of the West African Economic and Monetary Union
(WAEMU), was third with $1.5 billion, and the Ghana Stock exchange was fourth with
$916 million in market capitalization in 1999.1° With the exception of the JSE, stock
exchanges in Africa are restricted by low liquidity levels; that is, the low value of shares
traded relative to total market capitalization.2® While the exchanges may provide
larger corporations with access to additional capital, local companies, which are too
few in number and too small, make little use of them. This limited use is likely due to lack
of experience and resources for issuing shares, and also because managers fear
losing control after going public.?! The lack of adequate legal and regulatory
institutions also plays a role in discouraging portfolio investment through the
exchanges. In addition, foreign ownership of securities in Africa is controversial, as
there is concern that exposure to foreign markets might bring susceptibility to global

volatility.22

17 Johannesburg Stock Exchange, “Market Profile, Apr. 30, 2002,” found at Internet address

http.//www.jse.co.za/, retrieved on July 12, 2002.

18 Jacqueline Irving, “Africa’s Struggling Stock Exchanges,” Africa Recovery, vol. 14, No. 3, p. 25,
October 2000 found at Internet address Afp.//www.un.org/ecosocdev/geninfo/afrec/subjinax/1

43stock.htm, retrieved on June 20, 2002.

19 BRVM serves Benin, Burkina Faso, Cote d’Ivoire, Guinea-Bissau, Mali, Niger, Senegal and Togo.
MBendi, “Bourse Régionale des Valeurs Mobilieres (BRVM - Regional Stock Exchange),” found at Internet

address htip.//www.mbendl.co.za/exaf him, retrieved on May 24, 2002.
20 Jacqueline Irving, “Africa’s Struggling Stock Exchanges.”
2L |pid.
22 |pid.
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U.S. Investment

U.S. Direct Investment in Sub-Saharan Africa

U.S. direct investment flows to Africa totaled $798 million in 2001, or less than 0.1
percent of total direct investment abroad. In 2001, despite large net inflows to Nigeria,
U.S. direct investment flows to African countries decreased by 30.7 percent,
compared to a 30.9-percent decline in total U.S. direct investment flows abroad (table
3-5).23 The decline in U.S. investment to SSA was largely due to a reversal of capital
flows between the United States and South Africa, the latter of which recorded a net
outflow of $4 million, compared with a net inflow of $490 million in 2000. A drop in
the value of the rand and uncertainty in the region, compounded by events in
Zimbabwe, could have contributed to the flight of investment capital from South Africa.
Flows to the continent decreased to $581 million in 2001, from $980 million in 2000.
Nevertheless, U.S. direct investment position in Africa increased by 10.1 percent in
2001, to $15.9 billion (table 3-6).24 South Africa hosts $3 billion or 18.6 percent of U.S.
assets in Africa, Angola $1.5 billion or 9.4 percent, and Nigeria $1.3 billion or 8.1
percent. U.S. holdings are principally in the petroleum sector in Angola and Nigeria,
and in the mining and manufacturing sectors in South Africa.2°

U.S. Portfolio Investment in Sub-Saharan Africa

Few SSA companies list their stocks on U.S. exchanges. U.S. portfolio investment in
SSA is largely channeled through mutual funds managed by U.S. investment
companies. As noted, these funds integrate stocks of SSA companies with those of
other emerging markets, or concentrate exclusively on SSA stocks. SSA stocks

Table 3-5
U.S. direct investment abroad: Capital flows, 1997-2001
(Million dollars)

Country/Region 1997 1998 1999 2000 2001
All countries ........... 95,769 131,004 174,576 164,969 113,977
Africa ................ 3,436 3,075 498 1,151 798
Nigeria ............... 375 403 1721 -319 221
South Africa ........... 1,298 -83 872 490 -4
Other ................ 1,763 2,756 -202 980 581

1 Negative numbers indicate inflows of capital into the United States.

Source: USDOC, BEA, “ U.S. Direct Investment Abroad: Country Detail for Selected Items,” found
at Internet address, Atp.//www.bea.doc.gov/di/dia-ctry.htm, retrieved on June 28, 2002.

23Bhinda N., Griffith-Jones S., Leape J. and M. Martin, “Private Capital Flows to Africa: Perception
and Reality,” Forum on Debt and Development, The Hague: 1999, pp. 32-33.

24Data specific to SSA are not available. USDOC, BEA, “U.S. Direct Investment Abroad,” found at
Internet address Afjp.//www.bea.doc.gov/, retrieved on June 28, 2002.

25 Except for South Africa and Nigeria, country-specific USDIA data in SSA are not available.
USDOC, BEA, “U.S. Direct Investment Abroad: Country detail for selected items,” found at Internet
address htip.//www.bea.doc.gov/, retrieved on June 28, 2002.
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Table 3-6
U.S. direct investment position on a historical cost basis, 1997-2001

(Million dollars)
Country 1997 1998 1999 2000 2001
All countries .......... 871,316 1,000,703 1,173,122 1,293,431 1,381,674
Africa ............... 11,330 14,061 13,621 14,417 15,872
Nigeria ............. 1,396 1,686 1,442 1,237 1,467
South Africa .......... 2,499 2,344 3,009 3,245 2,950
Angola .............. 798 1,116 1,536 1,601 1,498
Other ............... 6,637 8,915 7,634 8,334 9,957

Source: BEA, USDIA, U.S. Direct Investment Abroad, found at Internet address
hip-//www.bea.doc.gov/beas/di/diapos 01.x1s, retrieved on July 12, 2002.

generally experienced a significant decline in 2001. For example, the Calvert South
Africa Fund dropped by 7.6 percent in value during the year ended June 30, 2002.26

Regional Integration in Sub-Saharan Africa

With nine major regional trade agreements, SSA has one of the highest number of
regional groupings in the developing world. These nine regional organizations, most
with overlapping memberships, are: (1) the Economic Community of West African
States (ECOWAS),with 15 members; (2) the West African Economic and Monetary
Union (WAEMU) with eight members, all also belonging to ECOWAS; (3) the Common
Market for Eastern and Southern Africa (COMESA), with 20 members; (4) the
Southern African Development Community (SADC), with 14 members; (5) the
Southern African Customs Union (SACU), with five members, all also belonging to
SADC and two to COMESA; (6) the East African Community (EAC), with three
members, two belonging to COMESA and one to SADC; (7) the Inter-Governmental
Authority on Development (IGAD), with seven members in eastern Africa; (8) the
Indian Ocean Commission (IOC), with five members, four belonging to COMESA and
one to SADC; and (9) the Communauté Economique et Monétaire de I'Afrique
Centrale (CEMAC), with six members.2”

Regional Integration in 2001

Progress on economic regional integration in SSA moved slowly in 2001. Political
instability and economic problems in certain SSA countries remained significant
constraints to economic integration. Countries with political instability in 2001 included

26 YSDOC, BEA, “U.S. Direct Investment Position Abroad on a Historical-Cost Basis,” found at
Internet address Afjp.//www.bea.doc.gov/, retrieved on June 27, 2002.

27 K.Y. Amaoko, Executive Secretary of ECA “Accelerating the Pace of Regional Integration in
Africa: The Challenges Ahead,” Mar. 4, 2002, found at Internet address Afp.//www.uneca.org/
eca_resources, retrieved on June 10, 2002.
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Cote d'lvoire, Zimbabwe, and DROC, all key members in a number of SSA trade
agreements.

Economic problems included inadequate financing, similarity in production structures,
and high poverty rates in member countries.28 These problems were compounded by
inadequate infrastructure that made transportation and communication expensive.2°
Internal economic problems also hampered the ability of many SSA countries to
promote free trade effectively, and the elimination of tariff barriers to interregional
trade continued to pose difficulties for several countries primarily because of the
adverse effects on government revenues.3°

A majorimpediment to successful regional integration in SSA is the overlapping nature
of the many trade agreements within the SSA region. Many SSA countries belong to
two or more regional groupings. Of the 48 SSA countries, 26 are members of two
regional economic agreements and 15 countries are members of three regional
economic agreements. DROC is a member of four regional agreements. Only seven
countries belong to one regional agreement.3L A recent IMF study describes the many
complications that arise as a result of these overlapping memberships. Foremost, trade
agreement implementation is difficult because of conflicting obligations, particularly
when trade blocs have different rules of origin or tariff reduction schedules. For
example, COMESA members are not allowed to offer trade preferences to partnersin
SADC and nine members of SADC are also members of the COMESA organization.32
Second, SSA countries already facing economic and financial difficulties cannot
afford the administrative costs of participation in multiple agreements. As a result,
many countries have fallen behind on their obligations to the trade groups. For
example, since the implementation of newer trade blocs such as SADC and EAC,
contributions to more established blocs like COMESA and CEMAC have fallen.
COMESA and CEMAC had a rate of collection which fell from 100 percent in 1993 to
just over 50 percent in 1998.33

Despite these problems, regional integration advanced, albeit slowly, during 2001.
Most importantly, regional blocs in Africa began to expand their role from solely
economic to political and military in order to address issues that were more political in

28 Nigerian Institute of Social and Economic Research. “Reflection on African’s Historic and Current
Initiatives for Political and Economic Unity,”, Mar. 1, 2002, found at Internet address
http.//www.allafrica.com/stories/200203010736.htmi, retrieved on June 10, 2002.

29 New Vision, “Examine Alternative Transport,” May 24, 2002, found at Internet address
http.//www.allafrica.com/stories/200205240123.htmi, retrieved on June 10, 2002.

30 United Nations Economic Commission For Africa (UNECA), “Annual Report On Integration In
Africa 2002,” Mar. 2002, found at Internet address A#p.//www.uneca.org/adfiii/ariaoverview.him,
retrieved on June 10, 2002.

31K.Y. Amaoko, Executive Secretary of ECA “Accelerating the Pace of Regional Integration in
Africa: The Challenges Ahead,” Mar. 4, 2002, found at Internet address Afp.//www.uneca.org/
eca_resources, retrieved on June 10, 2002.

32 i1 Viewswire, “Investors focus on Southern Africa,” May 21, 2001, found at Internet address
hitp-//www.viewswire.com/index.asp?layout=display _article&search_text=eac&doc id=147075,
retrieved on June 10, 2002.

33 K.Y. Amaoko, Executive Secretary of ECA “Accelerating the Pace of Regional Integration in
Africa: The Challenges Ahead,” Mar. 4, 2002, found at Internet address Afp.//www.uneca.org/
eca_resources, retrieved on June 10, 2002.
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nature and to help resolve conflicts. This shift indicates that the regional groups are
taking a stronger role in the SSA region. Almost every trade bloc in SSA has intervened
in regional conflicts. For example, the West African Peace Keeping Mission, known by
the acronym ECOMOG, a monitoring group within the ECOWAS, reportedly
intervened militarily and with some success in the armed conflicts in Liberia and Sierra
Leone.34 SADC acted as an election observer in Zimbabwe and attempted to end the
land seizures there. The Intergovernmental Authority on Development (IGAD), is
attempting to negotiate peace in Somalia.3°

In addition, the trade blocs promoted regional-based development projects.
Currently, there are a number of infrastructure projects that are being driven by
regional trade agreements, particularly in the energy and telecommunications
sectors. Energy pooling through the interconnection of electricity grids in the SADC
region, with the establishment of the Southern African Power Pool (SAPP) in 1995,
linked the SADC member states into a single electricity grid. The SAPP has become the
model for other SSA regions. ECOWAS is developing the West African Power Pool,
while the EAC is developing a regional plan for future energy projects and considering
the interconnection of electricity grids in the EAC region. Furthermore, COMESA has
launched COMTEL to build a regional telecommunications network, and ECOWAS is
setting up telecommunication regulatory organs to share information and harmonize
regulations.36

Many financing and development institutions have begun to approach the blocs
instead of individual countries to discuss financial and economic support. One of the
most significant projects geared toward the regional blocs is the World Bank-funded
Africa Trade Insurance Agency, whose purpose is to provide insurance and other
financial services to support trade and investments in Africa among the COMESA
countries.

Two other significant developments in 2001 were the creation of the Africa Union (AU)
and the New Partnership for African Development (NEPAD). The AU, which replaced
the 40-year old Organization of African Unity (OAU) and is modeled on the European
Union (EU), was established to promote good governance and economic development
in member countries. The AU will feature a standby peacekeeping force, a central
bank, and court of justice. The AU will complement NEPAD, an agreement formalized
in October 2001, in which African countries agreed to promote strategies of poverty
eradication, sustainable development, and economic growth and integration with
world markets.3” For more information on NEPAD, see chapter 4.

34 Nigerian Institute of Social and Economic Research, “Reflection on African’s Historic and Current
Initiatives for Political and Economic Unity,” Mar. 1, 2002, found at Internet address
http.//www.allafrica.com/stories/200203010736.html, retrieved on June 10, 2002.

35 FU Viewswire, “Enhanced regional role,” Oct. 18, 2001, found at Internet address
hitp-//www.viewswire.../ayout=display prini&doc iad=160974, retrieved on June 5, 2002.

36 UNECA, “Annual Report on Integration in Africa 2002,” Mar. 2002, found at Internet address
http.//www.uneca.org/adfiii/ariaoverview.itm, retrieved on June 10, 2002.

37 NEPAD, “New Partnership for Africa’s Development,” found at Internet address
http.//www.nepad.org/AA0010101.pdf, retrieved on Aug. 13, 2002
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Economic Community of West African States

Members: Benin, Burkina Faso, Cape Verde, Cote d’lvoire, The Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Niger, Nigeria,
Senegal, Sierra Leone, and Togo

Population: 228.7 million (2001)
GNP: $69.6 billion (2001)
Goals: Free trade area; full economic and monetary union

Status and structure:

ECOWAS, established in 1975, created a customs union among its 15 member states to institute the free circulation of
goods, services, labor, and capital within the ECOWAS area. The ECOWAS bloc includes all eight members of the WAEMU
and members of the Communauté Financiére Africaine (CFA) franc zone. In 1979, a trade liberalization program was
launched to reduce and eliminate tariffs within ECOWAS. By January 1990, tariff and nontariff barriers were eliminated on
agricultural products. This affected primarily livestock, agricultural, forestry and fishery products, meat, and certain textile
fibers. Import duties on industrial products were to be reduced at a rate ranging from 10 to 16.6 percent per year, over a
period of 6 to 10 years. After achieving full free trade agreement (FTA) status, there will be three separate groups of
countries, according to level of industrial development, within the ECOWAS area.

ECOWAS implemented a rules-of-origin regime for manufactured goods to receive preferential treatment -- more than 300
industrial products have been approved for this origin regime. In order to receive a certificate of origin, domestic content
must be at least 60 percent or, if less, domestic value-added must be at least 40 percent of the freight on board (f.o0.b.)
price.

In early 2001, ECOWAS unveiled the West African Monetary Institute, a transitional institution that paved the way for a
common central bank.

Trade:

Overall, ECOWAS ranks second among regional trade agreements in SSA with 17 percent of total intraregional trade.l1
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Economic Community of West African States

Recent developments:

AGOA Trade in 2001

At the April 2001 meeting of ministers and heads of
state, leaders decided to proceed towards a
monetary union by committing to reduce central bank
financing of budget deficits to 20 percent of the
previous year’s revenue; reduce budget deficits to 10
percent of the previous year's government revenue;
reduce budget deficits to 4 percent of GDP by 2003;
create a Convergence Council to help coordinate All other 1.0%
macroeconomic policies; and set up a common
central bank among the non-CFA franc countries by
January 2003 as the first step towards establishing
a wider monetary union encompassing all the
ECOWAS countries by 2004. As Liberia is not
expected to meet the convergence criteria by the By Sector

2004 deadline, five states -- Gambia, Ghana, Guinea,

Nigeria, and Sierra Leone -- are currently involved in

the single currency project.2 The leaders also agreed

that all member countries must meet certain criteria All other 3.1%
--for example, good governance -- before convergence Nigeria 99.6% Ghana 73.9%
could be attained.3

Agricultural 0
Energy-related All other 9.2%
prod%)éts 99.0% products 59.9%

Forest
products 30.9%

Other issues in the organization's agenda in 2001
included corruption, terrorism, money-laundering, All other 0.4%
good governance, human trafficking and children’s
rights.4

ECOWAS continued its work with the WAEMU to
develop common policies for trade liberalization and
macroeconomic policy convergence. Both ECOWAS By Country
and WAEMU have agreed to adopt new common

rules of origin and a single customs declaration form

to enhance the flow of trade. 5

Cote d’lvoire 22.9%

Key AGOA Developments

U.S. imports from the ECOWAS region
under AGOA (including GSP) totaled
$5.75 billion in 2001. Nigeria is one of
the key beneficiaries of AGOA due mainly
to a significant increase in exports of
energy-related products to the United
States. In 2001, the United States
imported $5.7 billion worth of
energy-related products from Nigeria
under the preference program.
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Economic Community of West African States

Issues:

Progress on full economic integration has been impeded by several factors. Most significantly, smaller countries are
concerned that Nigeria, which accounts for more than 82 percent of regional GDP, and 79 percent of regional
population, could dominate the Community.6 Another impediment to further economic integration has been the
dependency on exports of primary commodities, exported mainly to the EU. Three member countries are dependent on a
single commodity for over 50 percent of their export revenue -- Nigeria (petroleum), Guinea (bauxite), and Niger
(uranium).7 At the same time, ECOWAS members import manufactured goods from Europe.8 Therefore, opportunities for
intra-regional trade are diminished because the economies of ECOWAS are not complementary. Finally, there has been
difficulty within ECOWAS with tariff reduction and establishing a common external tariff. Tariffs have been eliminated on
traditional and artisan goods, but tariff reduction on industrial commodities has been limited.9

U.S. Investment by Sector in ECOWAS in 2001
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West African Economic and Monetary Union

Members: Benin, Burkina Faso, Cote d’lvoire, Guinea-Bissau, Mali, Niger, Senegal, and Togo
Population: 73.1 million (2001)

GNP: $24.3 billion (2001)

Goals: Customs union and coordinated monetary policy

Status and structure:

In January 1994, WAEMU was established to create a common market with free movement of goods, services, capital, and
labor within the WAEMU region. Ultimately aiming for the convergence of fiscal policies, harmonization of tax legislation, and
a common investment policy, the treaty provided for common sectoral policies as well as a customs union. All member
countries participated in the Communauté Financiere Africaine (CFA) franc zone based on the Euro and maintained an
operations account with the French Treasury to facilitate trade with France.

In December 1995, the member countries concluded a preferential trade agreement that instituted a transitional tariff
regime pending establishment of the customs union. The agreement set out regime and customs procedures applicable to
the movement of goods within the WAEMU area. A common external tariff became operative on January 1, 2000. Member
states tariff revenues losses were to be offset by a transitional but temporary tax on imports from outside WAEMU.

Trade:

WAEMU is ranked sixth among all regional trade agreements in SSA in terms of individual intraregional exports as a share
of total intraregional exports and as a share of intraregional exports in total SSA exports.10
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West African Economic and Monetary Union

Recent developments:

The WAEMU common external tariff, with rates not to exceed AGOA Trade in 2001
22 percent ad valorem, took effect in January 2000. However, T —

adherence to the tariff structure is not consistent throughout
the region. WAEMU has established a common accounting

system and a regional stock exchange. Also, ECOWAS and Miscellaneous

WAEMU have determined a number of measures which will All other ?gé;ufactures
help to harmonize the two blocs. Both have agreed to adopt 1.8% ) éhemicals

new common rules of origin to enhance the flow of trade and

0,
implement a universal customs declaration form. products 3.1%

Agricultural Forest
products 87.6% products
0,
Issues: 5.9%
Cote d'lvoire’'s economic crisis, which began in 1999, has
hampered economic prospects for the WAEMU region.
Key AGOA Developments By Sector
U.S. imports from the WAEMU region under AGOA All other 1.5%
(including GSP) totaled $14.4 million in 2001. This Mali 2.1%
—_— A7

reflects of a sharp decline in imports of agricultural

Senegal 3.9%
products from Céte d'lvoire.11 d
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West African Economic and Monetary Union

U.S. Investment by Sector in WAEMU in 2001
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Common Market for Eastern and Southern Africa

Members: Angola, Burundi, Comoros, Democratic Republic of the Congo, Djibouti, Egypt, Eritrea, Ethiopia, Kenya, Madagascar, Malawi,
Mauritius, Namibia, Rwanda, Seychelles, Sudan, Swaziland, Uganda, Zambia, and Zimbabwe

Population: 294.0 million (2001)
GNP: $133.8 hillion (2001)
Goals: Customs union by 2004

Status and structure:

COMESA was founded in December 1994 to promote the free movement of services, capital, and labor; and cooperation in
various policy areas, including money and finance, agriculture and industry, communications, energy, environment, health,
tourism, and transport within the COMESA area. The COMESA free trade area was officially launched on October 30, 2000.

Goods from countries not participating in the FTA are subject to the tariffs that FTA members apply to non-COMESA
countries, unless lower tariffs can be agreed upon between FTA members and honmembers on a bilateral basis. Nontariff
barriers on imports from member countries are to be eliminated, with possible exceptions allowed based on safety, security,
infant industry, or balance-of-payments difficulties. Emergency actions, such as safeguard, antidumping and countervailing
measures, are allowed for limited periods, for example, up to one year for safeguard measures. Cooperation regarding
customs management, and the harmonization of trade documents and procedures is another COMESA goal.

Trade:

Only 6 percent of COMESA's total exports are to its COMESA partners. COMESA ranks fourth among regional trade
agreements in SSA in total exports and fifth in imports.12
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Common Market for Eastern and Southern Africa

Recent developments:

Only nine COMESA members -- Egypt, Djibouti, Kenya,
Madagascar, Malawi, Mauritius, Sudan, Zambia, and
Zimbabwe -- have committed to participate in the free trade
area. One significant issue to be resolved is how to enable
other COMESA members to participate in the FTA without
revenue losses from reduced tariffs.

COMESA has taken steps to establish the Fund for
Cooperation, Compensation and Development,13 a $200
million fund to assist members that lose tariff revenue as a
result of opening their markets.14 COMESA has also taken
steps to implement tariff reductions, eliminate nontariff
barriers, apply remedial and safeguard measures, and define
rules of origin. Preparatory work continues for a regional
competition policy, the COMESA business community forum,
subregional women-in- business information centers, the
COMESA Iron and Steel Industry Association, and an
e-commerce information network for industry.

COMESA has adopted a four-phase monetary harmonization
program aimed at achieving full monetary union by 2025.
COMESA is currently in the second phase, and members have
agreed to introduce limited currency convertibility among
themselves and implement appropriate monetary and fiscal
policies to support overall stabilization efforts.

COMESA has also undertaken a number of measures to
strengthen the region and stimulate trade within the bloc. For
example, COMESA encouraged members to take advantage of
AGOA by producing high-quality yarn. Sub-Saharan Africa
exported 234 million square meters of yarn to the United
States in 2001, which COMESA hopes will increase by 13
times to 1.09 billion square meters by the time AGOA expires
in 2008.15 The opening of a Preferential Trade Bank to make
loans available to cross-border traders.16 COMESA sponsored
the establishment of the African Trade Insurance Agency
(ATIA), funded in part by the World Bank, to offer political risk
coverage for African trade. 17 COMESA worked on
strengthening ties with other regional groups in SSA to
promote harmonization between trading blocs, particularly
those with overlapping memberships. The EAC and COMESA
have a memorandum of understanding to promote
harmonization of their policies and programs, and the SADC
and COMESA have agreed to set up a task force to deal with
common issues and to regularly invite each other to their policy
and technical meetings.18
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U.S. imports under AGOA (including GSP)
from COMESA countries totaled $266.5
million in 2001. Imports from
Madagascar totaled $97.1 million, while
imports from Kenya and Mauritius totaled
$58.9 million and $54 million
respectively. Import growth was mainly
due to increased imports of textiles and
apparel.




Common Market for Eastern and Southern Africa

Issues:

There exist a number of impediments to full economic integration of COMESA. Most significantly, some members (for
example, Angola, DROC, Rwanda, Sudan, and Zimbabwe) are experiencing internal conflicts. In addition, individual
countries are having difficulty negotiating with each other or coming to terms with the convergence criteria. COMESA
members have expressed concerns about Egypt’'s plan to sign a free trade agreement with the EU. One concern is that
the agreement will flood COMESA with less expensive European imports.19 Zambia and Malawi want to use tariffs or
surcharges to protect local manufacturers. Kenya, which accuses sugar exporters of dumping their products in its
market, is reportedly considering import quotas.20

Zambia disagreed with labeling requirements imposed by Zimbabwe that requires Zambian milk exporters to label their
products in Shona and Ndebele. Zambian milk for export is already labeled in English, French and Portuguese, and the
manufacturers argued that the additional labeling would create additional costs for Zambian exporters. Disagreements led
to an escalating trade battle between the two countries. Zambian farmers also asked the government to impose a
year-long ban on imports of Zimbabwean agricultural commodities, including wheat, dairy products, oilseeds, fruit and
vegetables, alleging that Zimbabwean farmers had unfair advantages, including access to a parallel foreign-exchange
market. In July 2002, the Zambian government announced that it would introduce nontariff barriers to protect Zambian
farmers.21

Rules of origin have been a source of concern among COMESA members, with some members arguing that the current
rules are too stringent. Nevertheless, concerns about rules of origin violators have resulted in even tighter controls to
stop illegal transshipment of goods within the bloc.22

The lack of harmonization between the many overlapping trade blocs in southern Africa has impeded COMESA's
effectiveness. This problem is particularly relevant as South Africa, the region’s largest economy, is a member of SADC
but not COMESA. SADC and COMESA have limited cooperation and coordination.

U.S. Investment by Sector in COMESA in 2001
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Southern African Development Community

Members: Angola, Botswana, Democratic Republic of the Congo, Lesotho, Malawi, Mauritius, Mozambique, Namibia, South Africa,
Seychelles, Swaziland, Tanzania, Zambia, and Zimbabwe.

Population: 204.4 million (2001)
GNP: $166.3 hillion (2001)
Goals: Common market; common currency

Status and structure:

The SADC Free Trade Area was launched on Sept. 1, 2000, to promote development and economic growth, alleviate
poverty, enhance the standard and quality of life for the people of Southern Africa and support the socially disadvantaged
through regional integration.23 SADC seeks to establish a free trade area among the 14 member countries in the region,
providing for the reduction and elimination of tariff and nontariff barriers within 8 years of entry into force. It includes a
rules-of-origin regime that requires goods to be wholly produced in the member states, with specific provisions for mineral
products that must be either extracted from the ground or the sea-bed of the member states. SADC develops policies that
reduce and eliminate barriers to the free movement of goods, services, capital, and labor, as well as mobilizes support for
national and regional projects. SADC is governed by a policymaking body (the Summit of Heads of State and Government),
along with a Council of Ministers, and a secretariat based in Gaborone, Botswana. The SADC treaty provides for a protocol
to exercise a trade tribunal to adjudicate disputes between members that arise from the treaty in a final and binding
manner.

SADC promotes sectoral cooperation within the region, such as in communications, energy, industry, mining, tourism, and
transport, and operates projects partially financed by foreign sources. Certain specific sectoral tasks are apportioned to
particular members, for example, South Africa coordinates SADC's finance and investment, Namibia coordinates projects in
fisheries, and Botswana holds the seat of the SADC Secretariat.

Trade:

Of all the regional integration projects in SSA, SADC is the most successful, ranking first out of all the SSA trade blocs. Of all
interregional trade in SSA, SADC accounts for 31 percent of exports and 24 percent of imports. This strong performance is
a result of trade among South Africa, Mauritius, Zimbabwe, Malawi and Mozambique, which are more developed and
diversified economies.24
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Southern African Development Community

Recent developments:

The institutional framework for the FTA is slowly evolving. The
SADC Secretariat's new trade implementation unit, which is
responsible for assisting members in implementing the FTA, is
operating. SADC countries, with the assistance of the U.S.
Agency for International Development (USAID), are beginning to
form interagency task forces to oversee implementation of the
FTA at the national level. SADC has made slow progress in
implementing the FTA. As of March 2001, 11 signatories had
ratified the agreement and eight had submitted their
instruments of implementation. Negotiators met in December
2000, but were unable to resolve outstanding issues
concerning textiles and apparel trade and overall market
access. The least developed signatories, Mozambique, Malawi,
Tanzania and Zambia (or MMTZ countries), claim that the
textile and apparel import quotas offered by the SACU
countries—South Africa, Botswana, Lesotho, Namibia and
Swaziland (the latter four are commonly referred to as BLNS
countries)—are inadequate. In addition, South Africa favors an
immediate reduction to a zero tariff, whereas the BLNS
countries prefer a gradual tariff phase-down. As part of the
market access debate, the BLNS countries and MMTZ
countries are demanding reciprocal concessions from each
other on textile and apparel quotas. Negotiators have yet to
settle on product-specific rules of origin for coffee, wheat flour,
plastics, electrical appliances and motor vehicles. UNCTAD is
helping to facilitate further negotiations on these product
categories and a technical committee will be established to
address the motor vehicle issue.

SADC continues to advance its plans to interconnect the power
grids within SADC countries. The Southern African Power Pool
has been a model for other regional integration projects in
SSA.
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Key AGOA Developments

U.S. imports from SADC under AGOA
(including GSP) totaled $1.2 billion in
2001. Lesotho, which had no exports to
the United States under the GSP program
in 2000, had the greatest increase in
trade under AGOA in 2001 with $129.5
million in exports to the United States of
textiles and apparel goods.




Southern African Development Community

Issues:

Key impediments to full integration within SADC have been civil war in the DROC as well as conflict between the president
of Zimbabwe and the rest of the SADC countries.25 Another concern is the effect of the loss of tariff revenue from
intraregional trade on the weaker SADC economies as a result of full FTA implementation. Member countries may have
to raise internal taxes to compensate for lost customs revenue after full implementation of the agreement. The
anticipated inclusion of SADC members in the EU-South Africa free trade agreement has also raised concern that the
weaker SADC countries will not be able to contend with EU competition. Tariff schedules for key sectors such as sugar,
fuels, autos, and electronics have yet to be developed. More broadly, the interrelationship between SADC and the SACU
has been reported to pose some difficulties.

U.S. Investment by Sector in SADC in 2001
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Southern African Customs Union

Members: Botswana, Lesotho, Namibia, South Africa, and Swaziland
Population: 51.1 million (2001)

GNP: $123.4 billion (2001)

Goals: Free trade area and customs union

Status and structure:
On March 1, 1970, the SACU agreement entered into force.

Members may not impose duties or quantitative restrictions on goods from the SACU area. Nor may members impose
duties on imports from other SACU members that are of foreign origin. Duties are collected at the place of entry into the
common customs area, following which these goods are given duty-free circulation within the SACU area. However, each
member has its own legislation concerning quantitative restrictions on goods imported from outside the SACU area.
Botswana, Lesotho, Namibia, and Swaziland, but not South Africa, may apply additional duties or increase duties for the
protection of infant industries. The SACU agreement also provides for nondiscriminatory transportation rates and freedom of
transit within the common customs area.

The SACU common monetary area, the Multilateral Monetary Agreement, aims to achieve monetary stability, better
economic and financial cooperation among member states for sustained economic development, and to encourage the
advancement of the lesser developed members.

All five SACU members — South Africa, Botswana, Lesotho, Swaziland and Namibia — are also members of SADC. Whereas
SADC is a free trade agreement with separate external tariff regimes, SACU is a customs union with a common external
tariff.

Trade:

Botswana, Lesotho, Namibia, and Swaziland still depend on South Africa for most of their imports and, more importantly,
are dependent on the privileged access to the South African market that their goods receive.
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Southern African Customs Union

Recent developments:

A new SACU agreement was reached in October 2001 after 8
years of negotiations among SACU members. The revisions
occurred as a result of perceptions of the other four members
that South Africa was dominating the treaty, particularly in
terms of revenue sharing. Under the former agreement, South
Africa was responsible for setting tariff rates, collecting tariffs,
and disbursing revenue to member countries. This
disbursement was often delayed for up to 2 years. The
renegotiated agreement has two key elements: a new
revenue-sharing formula and institution building designed to
strengthen the SACU. The new revenue formula makes a
distinction between customs duties on imports, which will be
distributed pro rata among members based on their imports,
and excise duties. A total of 15 percent of excise taxes--on
beer, tobacco and fuel--will go into a development fund for
disbursement to the BLNS states for development projects.
The balance of excise duties will be shared between all member
states based on their per capita GDP. The 15 percent share
for development will be increased if deemed necessary. In a
reported effort to reduce institutional weakness in SACU, the
five governments have agreed to set up a council of ministers
and secretariat. A board of independent regional trade experts
will meet on a quarterly or monthly basis, as needed, to
consider tariffs and antidumping applications from member
states, with final decisions made by the council of ministers of
trade or industry.26
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Southern African Customs Union

Issues:

As many SACU members are involved in other trade blocs, there is concern that members cannot focus on SACU due
to multiple administrative costs and conflicting trade policies. For example, all five SACU members are members of the
SADC. The interrelationship between SADC and SACU has been reported to pose difficulties because SADC is a free
trade agreement with separate external tariff regimes and SACU is a customs union with a common external tariff.
Since the foundation of SADC, South Africa has been accused of focusing on SADC at the expense of SACU.
Furthermore, the BLNS countries of SACU have criticized South Africa for using SACU to satisfy its own industrialization
strategy while using SADC as its mechanism for free trade.27

U.S. Investment by Sector in SACU in 2001
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FAC

East African Community

Members: Kenya, Tanzania, and Uganda
Population: 88.3 million (2001)

GNP: $25.0 hillion (2001)

Goals: Customs union

Status and structure:

The original EAC was founded in 1967, but dissolved in 1977 after persistent disagreements over a variety of financial and
political issues. In 1999, Kenya, Uganda, and Tanzania signed a second East African Community Treaty, which laid the
administrative foundation for future talks on regional integration, with the long-term goals of creating a common market and
federation. Priority areas of cooperation and coordination include fiscal and financial policies; immigration controls; tariffs,
customs procedures and other trade issues; standards; air, road, rail, and water transport; and postal services and
telecommunications. The EAC anticipates eventual evolution into an organization that resembles COMESA. Kenya and
Uganda are members of COMESA. EAC goals include the eventual establishment of zero tariff rates among EAC members.
To protect revenue and infant industries, a 10 percent surcharge will be permitted on certain products.

EAC’s administrative provisions establish a biannual council of ministers and cooperation committee, as well as a court of
justice and a legislative assembly responsible for budgeting and auditing.

Trade:

The EAC is ranked seventh among all regional trade agreements in SSA in terms of individual intraregional exports as a
share of total intraregional exports and as a share of intraregional exports in total SSA exports.28

; El U.S. exports -
U.S. Trade with EAC = U.S. imports — Key Traded Commaodities
=3 Trade balance

Thousand dollars U.S. Exports

700 Aircraft and spacecraft

600 Turbojets and turboprops
Fertilizers

500 Worn clothing

400 Parts of aircraft

300 U.S. Imports

200 Women's or girls’ suits
Men’s or boys’ suits

100 Coffee
Tea

1997 1998 1999 2000 2001 Precious and semiprecious stones
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East African Community

Recent developments:

The EAC was officially inaugurated in January 2001 after
ratification of the treaty by all three member countries. The
member countries agreed that Kenya would have no tariffs on
its imports from Uganda and Tanzania and that the latter two
countries would apply a diminishing 10 percent tariff on their H

imports from Kenya that would be phased out over 4 years. M
During 2001, the EAC established a number of institutions
designed to strengthen the bloc. The East African Assembly (a

legislative body) and a Court of Justice were created.29 The gp;g&lgt?

East African Business Council was established to promote 2 0% Forest
trade and investment. The East African Law Society, and the All other ' products
East African Securities Regulatory Authority were also created. 1.5% 4.3%

Kenya, Tanzania, and Uganda are considering joint projects in

power, road and rail transport, and telecommunications.

Finally, the EAC and COMESA have concluded a memorandum

of understanding to foster the harmonization of their trade

policies and programs. Textiles
and
apparel

Key AGOA Developments 86.1%

U.S. imports under AGOA (including GSP) from EAC
totaled $59.9 million in 2001. According to a recently
published report by the Central Intelligence Agency, the
EAC was the greatest sub-Saharan regional beneficiary
under AGOA in 2001. This was primarily because of
Kenyan textile and apparel exports, which increased to
$51.6 million. Tanzania and Uganda, which lack Uganda
well-developed apparel industries and are dependent on 0.29%
coffee and tea exports, have been slower to profit from
the U.S. provisions.

Agricultural
products
6.1%

By Sector

Tanzania
1.5%

[

Kenya
98.3%

By Country
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East African Community

Issues:

Economic disparity between member countries in the EAC is a major issue. Tanzania and Uganda have expressed concern
about Kenya's stronger industrial base and more competitive economy.30 One of the major challenges facing the EAC is to
develop strategies that will enable Kenya's industrial strength to benefit the region as a whole. Kenya dominates the zone
economically because the vast majority of goods move from Kenya to Tanzania and Uganda, and there is little trade
between Tanzania and Uganda.31 Conflicts over tariff disputes have led Kenya to impose duties on goods from Tanzania
and Uganda in retaliation for excise and suspended duties on Kenyan goods applied by those two countries.32

In January 2001, Tanzania and Uganda expressed concerns regarding Kenyan proposals in the areas of tourism and
agriculture. Both countries are concerned that Kenya will receive the bulk of proceeds from ventures in these sectors.
For example, Tanzania is concerned that most tourists could choose to visit the better known Kenyan game parks,
resulting in a disproportionate share of revenue being realized by Kenya.33

U.S. Investment by Sector in EAC in 2001
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IGAD
Intergovernmental Authority on Development

Members: Djibouti, Eritrea, Ethiopia, Kenya, Somalia, and Uganda

Population: 136.5 million (2001)

GNP: $23.2 billion (2001)

Goals: To combat the effects of drought and address economic, political and social issues, including conflict prevention and resolution.

Status and structure:

The current focus of IGAD is on transportation and communications infrastructure cooperation. Regional roadways are in
disrepair, and members are favoring rail-line rehabilitation to improve transportation. IGAD is applying most of the
integration instruments already adopted within the COMESA.34 Djibouti, Eritrea, Ethiopia, Kenya, and Uganda are
members of COMESA.

Trade:

IGAD is ranked eighth among all regional trade agreements in SSA in terms of individual intraregional exports as a share
of total intraregional exports and as a share of intraregional exports in total SSA exports.35

U.S. Trade with IGAD o 3 borts | Key Traded Commodities
=3 Trade balance
Thousand dollars U.S. Exports
600 Aircraft and spacecraft
" Wheat and meslin
500 ' : Fertilizers
Turbojets and turboproppellors
400 Parts of aircraft
300 = U.S. Imports
200 Women's or girls’ suits
Men’s or boys’ suits
100 — | Coffee
| Tea
1997 1998 1999 2000 2001 Oil seeds

Recent developments:

In January 2002, IGAD members held their ninth summit. The top issues on the agenda were developing a peace
initiative for Sudan, the Somali reconciliation process, and the establishment of a regional mechanism for fighting
terrorism.36 Talks on peace in the Sudan have continued through June 2002.37 Early in 2002, there was discussion
of establishing an IGAD parliament.

Issues:

Regional fighting between Somalia and Sudan, Eritrea and Ethiopia, and between Ethiopia and Somalia has stalled
progress of the organization.
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Intergovernmental Authority on Development

U.S. Investment by Sector in IGAD in 2001
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Indian Ocean Commission

Members: Comoros, France (representing the French Overseas Department of Reunion), Madagascar, Mauritius, and Seychelles
Population: 18.4 million (2001)

GNP; $10.0 billion (2001)

Goals: To achieve representation in the EU and tariff reduction among members.

Status and structure:

In 1982, the Indian Ocean Commission was established to promote cooperation between the islands of the Indian Ocean in
economic, social, cultural, agricultural, and scientific policies. Regarding trade, the IOC aims to carry out the “Programme
Regional Integré de Dévelopement des Echanges” (PRIDE) which concerns trade in goods and services among the |10C
member states. The program seeks to promote intraregional trade by removing trade barriers and facilitating import
payments, and hopes to contribute toward the better integration of the markets of the IOC member states. 10C is applying
most of the integration instruments already adopted within COMESA.38 Comoros, Madagascar, Mauritius, and Seychelles
are members of COMESA.

Trade:

The 10C ranks last out of all regional trade agreements in SSA in terms of individual intraregional exports as a share of total
intraregional exports (0.7 percent) and as a share of intraregional exports in total SSA exports (0.1 percent).39

U.S. Trade with IOC o 3 mborts N Key Traded Commaodities
=3 Trade balance US. E :
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800 Aircraft and spacecraft
Medical instruments
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Indian Ocean Commission

Recent developments:

IOC has initiated a number of projects aimed at promoting
industry development in member countries. The bloc has
received aid from the EU for more than 20 developmental
projects. Current projects include a regional tourism
promotion, which is aimed at attracting tourists and improving
tourism services; an oil-spill contingency planning project, which
will develop legal and institutional frameworks to deal with spills;
and a regional environment program, which seeks to protect
species endemic to the region and establish environmental
auditing systems. Other projects that have been initiated
include: Regional Program for Eradication of the Fruit Fly, i
Integrated Regional Program for the Development of Textiles
Exchanges, and the University of the Indian Ocean Program. and
The following projects are being finalized: Regional Handicraft apparel
Program, Foreign Trade Statistics Program, Meteorological 84.7%
Program, Regional Tuna Fishing Program and International

Transit Center. The IOC also organizes annual regional trade

fairs.

Issues:

Poor transportation and communication infrastructure inhibit
the flow of goods and people among the members of the
IOC. 10C’'s mandate is limited by its budget even with the
inclusion of French (Reunion) funds. The group also
experiences an irregular payment of dues as well as the
inability to pay qualified staff members. The importance of

IOC in terms of economic integration has been negated by Madagascar

the formation of the SADC and the COMESA as these two 62.5%
groups incorporate countries with stronger economies and '
have more defined goals than that of 10C.

AGOA Trade in 2001

Miscellaneous

manufactures
S\ISI)S/)ther 1.5% |
I Electronic
products
4.8%

Agricultural
products
8.1%

By Sector

Seychelles
2.7%

Mauritius
34.8%

By Country

Key AGOA Developments

U.S. imports from IOC countries under
AGOA (including GSP) totaled $155.3
million in 2001. Madagascar benefitted
the most from AGOA, as the United
States imported $97.1 million worth of
goods from Madagascar under the
preference program. This was mainly due
to an increase in U.S. imports of textile
and apparel goods.
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CEMAC

Communauté Economique et Monétaire de I'Afrique Centrale

Members: Cameroon, Central African Republic, Chad, Republic of Congo (ROC), Equatorial Guinea, and Gabon

Population: 7.8 million (2001)
GNP: $16.9 billion (2001)
Goals: Customs union

Status and structure:

CEMAC was founded in March 1994 to promote an economic and monetary union. Like WAEMU, CEMAC members use the

CFA franc as a common regional currency. The long-term goals of CEMAC are similar to WAEMU's: to promote a
convergence of macroeconomic policies, stabilize the common currency, create a single market, harmonize sectoral

policies, and remove tariff and nontariff barriers.40 CEMAC also has institutions in place such as a parliament and a court of

justice comprising judicial and accounting chambers.41

Trade:

CEMAC ranks only ahead of the 10C in terms of individual intraregional exports as a share of total intraregional exports (1.1

percent) and as a share of intraregional exports in total SSA exports (0.1 percent).42

El U.S. exports
3 U.S. imports I
=3 Trade balance

U.S. Trade with CEMAC

Million dollars
4

3
2 -

1997 1998 1999 2000 2001

Recent developments:

Key Traded Commodities

U.S. Exports

Parts of machinery

Aircraft and spacecraft

Machinery for moving earth or snow
Prefabricated buildings

Lifting, handling, or loading machinery

U.S. Imports

Petroleum oils

Petroleum gases

Oils from distillation of coal tars
Acyclic alcohols and hydrocarbons
Manganese ores

A single passport was implemented for travel throughout the CEMAC region in July 2001.43 In April 2002, CEMAC
created a regional coordination and administration committee mandated to conclude an economic partnership

agreement with the EU.44

Issues:

Rivalry among leaders within CEMAC and political instability is expected to affect the integration process negatively.45
Moreover, according to Gabon’s deputy prime minister, the CEMAC region also suffers from the lowest road density of

any grouping in SSA.
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Communauté Economique et Monétaire de I'Afrique Centrale

U.S. Investment by Sector in CEMAC in 2001
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Key AGOA Developments

U.S. imports under AGOA (including GSP)
from CEMAC totaled $1.1 billion. Almost
all U.S. imports from CEMAC in 2001
under AGOA were energy-related
products. Gabon was the greatest
beneficiary of AGOA in 2001. U.S.
imports of energy-related products from
Gabon totaled $938.7 million in 2001.
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CHAPTER 4
Multilateral Assistance, U.S. Bilateral Assistance,
and Other Trade-Related Initiatives

U.S. trade and investment relationships with countries in SSA are influenced by a
number of factors, including programs providing multilateral assistance, bilateral
assistance, and other trade-related initiatives. U.S. export and investment
relationships with the region are affected by policies and programs of the
Export-Import Bank (Ex-Im Bank), U.S. Trade and Development Agency (TDA),
Overseas Private Investment Corporation (OPIC), and various programs for
agricultural exports operated by the U.S. Agency for International Development
(USAID) and the U.S. Department of Agriculture (USDA).! Additional U.S. economic
assistance to SSA is largely provided through grants administered by USAID. USAID’s
development assistance programs in the region promote development activities in
health, education, agriculture, finance and business development, democratic
institutions, and international trade and investment. The nature and level of U.S.
imports from SSA are similarly influenced by U.S. and foreign trade-related initiatives
and programs.

Given the relatively low investment levels (see chapter 3), lending through the
International Development Association (IDA) of the World Bank and the African
Development Fund of the African Development Bank (AfDB) Group is a significant
source of financing the economic development programs in the region. As a
shareholder in both the World Bank and the AfDB, the United States is an important
voice in these banks’ operations, and U.S. companies are eligible to bid on their
funded procurement opportunities.

This chapter summarizes developments in multilateral assistance, U.S.-bilateral
assistance to SSA, and other trade-related initiatives and programs. Table 4-1
provides an overview of these activities.

Sources of Multilateral Assistance to Sub-Saharan Africa

The World Bank Group and the AfDB Group are major sources of multilateral
assistance for SSA.2 Lending by the World Bank and AfDB finances specific

1The USDA administers Title | of Pub. L. 480, which provides sales of U.S. agricultural commodities
using long-term concessional credit.

2The World Bank Group includes the International Bank for Reconstruction and Development (IBRD)
or World Bank, the International Finance Corporation (IFC), and the Multilateral Investment Guarantee
Agency (MIGA). The IFC promotes private investment in its members by financing private-sector projects
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Table 4-1

Summary of general developments in multilateral assistance, U.S. bilateral
assistance and other trade-related initiatives for sub-Saharan Africa,

2001-02

Institution/activity

2001 assistance levels for
Sub-Saharan Africa

Other developments

Multilateral Economic and Trade Assistance

The World Bank Group:
International Development
Association (IDA)/World Bank

The World Bank Group:
Multilateral Investment
Guarantee Agency (MIGA)

The World Bank Group:
International Finance
Corporation (IFC)

African Development Bank
Group (AfDB)

International Monetary Fund
(IMF)

Heavily Indebted Poor
Countries debt relief (HIPC)

New Partnership for African
Development (NEPAD)

U.S. Trade Capacity Building
Initiatives

Lending commitments made by
the World Bank to countries in
sub-Saharan Africa were
valued at $1.8 billion in 2000
and in 2001 reached $3.4
billion.

In FY 2001, MIGA provided
guarantees or coverage for
eight projects in sub-Saharan
Africa, totaling $186 million.

The IFC supported
approximately $1.5 billion in
financing for projects in
sub-Saharan African countries
during FY 2001.

In 2001, the AfDB approved
loans, private equity
investments, and debt relief
with a combined value of $3.0
billion.

Regular and concessional
lending increased in FY 2001
to SDR $9.5 billion from SDR
$6.3 billion in FY 2000.

Nine countries in sub-Saharan
Africa qualified for an
estimated $9 billion (in nominal
terms over time from alll
creditors) of debt relief in FY
2001.

African leaders advocated
NEPAD funding levels of
approximately $65 billion at
the June 2002 G8 meeting.
No definite funding was
allocated; however, G8
leaders did advocate efforts
aimed at increasing official
development assistance by $12
billion by 2006.

According to a 2001 USAID
survey, U.S. Government
agencies funded or
implemented trade capacity
building initiatives totaling
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The first Poverty Reduction
Strategy Credit was issued to
Uganda.

The African Connection
Telecomms Databank was
launched.

Assisted African countries in
projects ranging from hotels to
infrastructure.

In 2001, the AfDB implemented
projects in line with emphasis
on agricultural and rural
development investments as an
approach to poverty reduction.

Held a joint meeting with
World Bank to discuss views of
African leaders.

34 countries received $36
billion, freeing them of $56
billion in payments.

NEPAD is a merger of the
Millennium Partnership for the
African Recovery Programme
(MAP) and the Omega Plan.
On July 3, 2001; the merger
was finalized and the New
Africa Initiative (NAI) was
established. On October 23,
2001, the policy framework
was finalized by the Heads of
State Implementation
Committee and NEPAD was
formed.

Assisted countries received
trade capacity building
assistance in areas ranging
from WTO Awareness and
Accession to Environment to



Table 4-1—Continued

Summary of general developments in multilateral assistance, U.S. bilateral
assistance and other trade-related initiatives for sub-Saharan Africa,

2001-02

Institution/activity

2001 assistance levels for
Sub-Saharan Africa

Other developments

U.S. Economic and Trade Assistance

U.S. Trade Capacity Building
Initiatives-Cont.

Export-Import Bank of the
United States (Ex-Im Bank)

U.S. Trade and Development
Agency (TDA)

Overseas Private Investment
Corporation (OPIC)

Development Assistance and
other economic assistance
programs (USAID)

African Growth and
Opportunity Act (AGOA)

$192 million for FY1999

through FY2001, of which
approximately $54 million
was distributed in FY2001.

Ex-Im Bank’s support to
sub-Saharan Africa, which
consists of loans, guarantees,
and insurance, increased from
$136 million in FY 2000 to
$312 million in FY 2001.

TDA'’s obligations in
sub-Saharan Africa increased
to $6.1 million in FY 2001 from
$4.2 million in FY 2000.

In FY 2001, OPIC committed
$31.8 million to insure and
finance five investment projects
in sub-Saharan Africa.

USAID appropriations
increased from $924 million in
FY 2000 to $1,262 million in
FY 2001. ATRIP funding was
about $22 million in FY 2001.

In 2001, AGOA (including
GSP) imports from AGOA
beneficiary countries totaled
$8.2 billion. Nigeria was the
leading sub-Saharan African
beneficiary with 69.5 percent
of the total; Gabon was second
with 11.5 percent; and South
Africa was third with 11.3
percent.

Services to Governance and
Interagency Coordination. A
variety of U.S. Government
agencies were involved in
trade capacity building
initiatives, including USAID,
Department of Agriculture,
Department of Commerce,
Ex-Im Bank, OPIC, and Trade
and Development Agency.

In FY 2001, Ex-Im Bank
authorized a loan for mining
improvements in Ghana and
provided a guarantee for a
South Africa aircraft purchase.

To promote airline safety the
TDA held 2 orientation visits for
African aviation officials in FY
2001.

OPIC supported funds that
invest in sub-Saharan Africa
including the Africa Millennium
Fund, the ZM Africa Investment
Fund, the Modern Africa
Growth and Investment Fund,
and the Africa Growth Fund.

USAID’s regional programs
emphasized diverse initiatives
such as crisis prevention,
sustainable economic growth,
support for national food
security strategies, and small-
and medium-scale business
development.

On August 6, 2002, the
President signed the Trade Act
of 2002, which modifies
certain provisions of AGOA
and expands preferential
access for imports from
beneficiary sub-Saharan
African countries. The
modifications, collectively
referred to as AGOA Il, are
effective immediately upon
enactment, but must be
reflected in the HTS by
proclamation.

Source: Compiled by USITC.
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development projects, and therefore can generally be classified by sector. In addition
to these two organizations, the International Monetary Fund (IMF) provides
concessional loans to countries experiencing balance-of-payments difficulties. These
loans cannot be classified by sector.

The World Bank Group

The World Bank/International Development Association

The World Bank is the leading multilateral institution dedicated to providing
development assistance. The Bank’s main goals are to strengthen the investment
climate and invest in poverty reduction. While focusing on project quality, the Bank
seeks to improve public expenditure through improved procurement and financial
management, and by reducing structural constraints to poverty reduction. The
International Development Association (IDA), the Bank’s concessional lending arm,
provides long-term loans at no interest to eligible borrowers from developing
countries.

The IDA is an integral part of the Bank’s poverty reduction mission by lending to and
assisting those countries with limited access to capital.2 Eligible countries are ranked on
the basis of policy performance and effective use of financial aid. The IDA allocates
more funds to the poorest eligible countries, with a consideration for a country’s level
of policy performance and institutional capacity. The goal is to increase the likelihood
that the loans are granted to countries where they will have the most impact.#

In 1999, the Poverty Reduction Strategy Program was launched. This program was
designed to increase government participation in projects that use foreign aid.
Thirty-two countries (17 in Africa) have submitted Full or Interim Poverty Reduction
Strategy Papers (PRSPs). The Bank and IMF perform joint staff assessments on these
plans to ensure that the plans move the country toward international development
goals such as applying sound macroeconomic and sectoral policies, protecting the
environment, and strengthening social sectors. The Bank then allocates Poverty
Reduction Support Credits (PRSCs) to low-income countries to assist them in
implementing their reforms. Uganda received the first PRSC in May 2001, a $150
million credit.

The 13! replenishment of the IDA (IDA-13) was held in June 2001. Replenishments are
held so donors can commit funds to the IDA. To achieve better transparency and

2 Continued
that lack government guarantees. MIGA offers investment insurance to encourage foreign investment in
its developing country members. As with the World Bank and the AfDB, share capital for MIGA and the
IFC is provided by the member countries, which collectively determine the policies and activities of these
institutions. The United States is a shareholder in both MIGA and the IFC.

3'World Bank, 7he World Bank Annual Report, 2001, vol. 1, pp. i, 11.

4 bid., p. 11.

51bid., pp. i, 11, 43 and 67.
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broaden participation of the IDA, the Bank included borrowing countries, for the first
time, in discussions with donors about the IDA’s future direction.®

IDA lending increased to $6.8 billion in fiscal year 2001, compared with $4.2 billion in
fiscal year 2000. Sub-Saharan Africa received $3.4 billion of the fiscal year 2001
total, one half of all new IDA commitments. Several factors caused this increase, some
country specific and others affecting the entire region. Ethiopia and Kenya, which did
not receive funding in 2000, received funding in 2001. Ethiopia was the largest overall
borrower with loans of $667 million. New types of activities in Africa supported by the
IDA have increased the average amount of loans. According to the World Bank, these
include a concerted response to the HIV/AIDS pandemic, help in adjusting to
petroleum price changes, promotion of regional trade, and post-conflict
reconstruction support.” Sub-Saharan African countries eligible to borrow from the
IDA are listed in table 4-2.

Table 4-2

World Bank/IDA: Eligible borrowers in sub-Saharan Africa (39)
Angola Ethiopia Niger

Benin The Gambia Nigeria

Burkina Faso Ghana Rwanda

Burundi Guinea Sao Tomé and Principe
Cameroon Guinea-Bissau Senegal

Cape Verde Kenya Sierra Leone
Central African Republic Lesotho Somalia

Chad Liberia Sudan

Comoros Madagascar Tanzania

Congo (DROC) Malawi Togo

Congo (ROC) Mali Uganda

Cote d’lvoire Mauritania Zambia

Eritrea Mozambique Zimbabwe

Source: IDA, “Current IDA - Eligible Borrowers,” found at
http.//www.worldbank.org/ida/eligible.him, retrieved May 30, 2002.

Table 4-3 presents sectoral loan commitments made by the IDA, and credits provided
to countries in SSA by the World Bank during fiscal years 1992-2001. Economic policy
received the largest loan commitment of fiscal year 2001, with loans totaling $531.2
million. Private sector development and social protection received loans totaling
$462.2 million and $453.7 million, respectively. Traditional activities such as
transportation and agriculture received loans totaling $99 million and $362.3 million,
respectively.

Table 4-4 shows World Bank projects approved for SSA in fiscal year 2001. There
were 76 IDA projects undertaken in 27 African countries during fiscal year 2001. The
five countries borrowing the most were Ethiopia ($666.8 million), Uganda ($358.4
million), Kenya ($350.2 million), Madagascar ($267.6 million), and Senegal

6 Ibid., p. 11.
7 Ibid., p. 19.
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Table 4-3
World Bank (IDA and IBRD) lending commitments in sub-Saharan Africa to
borrowers by sectors, fiscal years 1998-2001, and average 1992-97

(Miflion U.S. dollars by fiscal years)

Average

Sector T 1992.97 1998 1999 2000 2001
Agriculture . ....... ... 322.1 176.9 188.1 1735 362.3
Economic Policy . ............... 527.1 330.1 676.6 426.3 531.2
Education .................... 235.7 372.3 194.1 159.7 84.9
Electric power and other energy . . . 181.4 380.3 0! 42.9 C)
Environment .................. 47.1 71.8 15.0 16.4 22.0
Finance ...................... 213.1 5.0 294 60.4 189.4
Health, population and nutrition . . . 133.3 227.0 172.1 110.0 384.2
MiNiNG . ....ooeee 10.7 5.0 15.0 A 18.0
Multisector . ................... 38.9 A C) 65.0 C)
Petroleum oiland gas ........... 314 ® 17.5 116.6 72.0
Private sector development ....... 204.5 444 78.1 200.6 462.2
Public sector management ....... 96.4 180.5 121.2 283.4 382.2
Social protection ............... 118.9 114.7 129.6 139.4 453.7
Telecommunications ............ 14.9 A 10.8 10.2 Q)
Transportation . ................ 2944 770.1 236.6 256.2 99.0
Urban development ............ 132.3 85.0 110.9 10.8 40.0
Water supply and sanitation . .. ... 124.6 110.7 75.0 87.7 254.4

Total .................... 2,7126.7 2,873.8 2,070.0 2,159.1 3,355.5

! Not available

Note.—Because of rounding, figures may not add to the totals shown.
Source: World Bank, 7he World Bank Annual Report, 2001, Volume 1, pp. 107-125.

($255 million). Ethiopia received funding for eight projects, three of which received the
largest loans overall. These projects were $230 million for an emergency recovery
project, $171 million for an emergency demobilization and reintegration project, and
$150 million for economic rehabilitation support credit. Uganda borrowed $150
million of credit for poverty reduction.8 Kenya borrowed $150 million of credit for
economic and public sector reform. Kenya borrowed funds for six projects, and
Uganda borrowed $7 billion for payments.® Nine African countries qualified for $9
billion. These countries were Benin, Burkina Faso, Cameroon, Mali, Mauritania,
Mozambique, Senegal, Tanzania, and Uganda.10

The Highly Indebted Poor Countries (HIPC) Initiative is a joint effort of the International
Monetary Fund and the World Bank. The HIPC Initiative was recently enhanced to
deliver debt relief faster to countries in need. In FY 2001, 34 countries received $36
billion, which freed them of $56 billion in payments.

8 poverty Reduction Support Credits are discussed in detail later in the chapter.

9 |MF, “Debt Relief under the Heavily Indebted Poor Countries (HIPC) Initiative,” found at Internet
address htip.//www.imf.org/external/np/exr/facts/hipc.hitm, retrieved on July 11, 2002,

10 world Bank, “Prospects for Development,” found at Internet address
http.//www.worldbank.org/prospects/gep2001/appxl/safrica.htm, retrieved on July 10, 2002.
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Table 4-4

World Bank projects approved in sub-Saharan Africa, FY 2001

Principal
Date of Maturity amount
Country/project name approval dates (miflion dollars)
Africa
Regional Trade Facilitation Project April 3, 2001  2011/2036 5.0
Benin
Public Expenditure Reform Adjustment Credit Mar. 22,2001 2011/2041 10.0
Burkina Faso
Ouagadougou Water Supply Project Mar. 21, 2001 2011/2040 70.0
Community-Based Rural Development Project Nov. 30, 2000 2011/2040 66.7
Burundi
Regional Trade Facilitation Project Apr 3, 2001 2011/2041 75
Public Works and Employment Creation Project Jan 23,2001  2011/2040 40.0
Cameroon
Structural Adjustment Credit Ill-IDA Reflows June 15, 2001  2008/2038 7.8
Multi-sectoral HIV/AIDS Project Jan. 15,2001  2011/2040 50.0
Cape Verde
Supplemental Credit for Transport and Jan. 30,2001 200372033 5.0
Infrastructure Project
Chad
National Transport Program Support Project Oct. 26, 2000 2011/2040 67.0
Comoros
Infrastructure, Water and Environment Project Mar. 1, 2001 2011/2040 11.4
Eritrea
HIV/AIDS, Malaria, Sexually Transmitted Dec. 18, 2000 2011/2040 40.0
Diseases andTuberculosis Control Project
Emergency Reconstruction Credit Nov. 22, 2000 2011/2040 90.0
Integrated Early Childhood Development Project  July 27, 2000 2010/2040 40.0
Ethiopia
Supplemental Credit for National Fertilizer June 14, 2001  2011/2041 44.0
Sector Project
Economic Rehabilitation Support Credit June 5,2001  2011/2041 150.0
Distance Learning Project Apr. 17,2001  2011/2040 49
Conservation and Sustainable Use of Feb. 13,2001  2011/2041 2.6
Medicinal Plants Project
Emergency Recovery Project Dec. 5,2000 201172040 230.0
Emergency Demobilization and Reintegration Dec. 5,2000  2011/2040 170.6
Project
Multi-Sector HIV/AIDS Project Sep. 12,2000 2011/2040 59.7
Women Development Initiatives Project July 27,2000 2010/2040 5.0
Gambia, The
HIV/AIDS Rapid Response Project Jan. 16, 2000  2011/2040 15.0
Ghana
AIDS Response Project (GARFUND) Dec. 28,2000 2011/1040 25.0
Supplemental Credit for Economic Sep. 7,2000  2011/2040 49.0
Reform Support
Operation Il Program
Agricultural Services Subsector Investment Aug. 1,2000  2010/2040 67.0
Project
Kenya
Regional Trade Facilitation Project Apr.3,2001 201172041 25.0
Supplemental Credit for Economic and Public Sector Jan. 24, 2001  2010/2040 32
Reform
Decentralized Reproductive Health and HIV/AIDS Dec. 12,2000 2011/2040 50.0

Project
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Table 4-4—Continued

World Bank projects approved in sub-Saharan Africa, FY 2001

Principal
Date of Maturity amount
Country/project name approval dates (miflion dollars)
Kenya-Continued
Emergency Power Supply Project Oct. 26, 2000 2011/2040 72.0
AIDS Disaster Response Project Sep. 12,2000 2011/2040 50.0
Economic and Public Sector Reform Credit Aug. 1,2000  2010/2040 150.0
Lesotho
Utilities Sector Reform Project Mar. 29, 2001 2011/2040 28.6
Madagascar
Rural Development Support Project June 19, 2001  2011/2041 89.0
Community Development Project Apr. 19,2001 2011/2040 110.0
Supplemental Credit for Structural Adjustment Il Dec. 22,2000 2011/2040 304
Supplemental Credit for Structural Adjustment Il July 20, 2000 2009/2039 20.1
Supplemental Credit for Social Fund IIl Project for  July 20, 2000  2010/2040 18.1
Cyclone Rehabilitation Activities
Malawi
Regional Trade Facilitation Project Apr.3,2001 201172041 15.0
Fiscal Restructuring and Deregulation Program Dec. 22,2000 2011/2040 0.5
Credit Ill
- IDA Reflow
Fiscal Restructuring and Deregulation Program Dec. 21, 2000 2011/2010 3.0
Technical Assistance Il Project
Fiscal Restructuring and Deregulation Program Dec. 21,2000 201172040 55.1
Credit Ill
Mali
Supplemental Credit for Fiscal Reform Dec. 22,2000 201172040 254
Education Sector Expenditure Program Dec. 20, 2000 2011/2040 45.0
Mauritania
Supplemental Credit for Fiscal Reform Support Dec. 22,2000 2010/2039 18.3
Operation
Mozambique
Mineral Resources Management Capacity Mar. 29, 2001 2011/2040 18.0
Building Project
Niger
Water Sector Project May 3,2001 201172040 48.0
Supplemental Credit for Public Finance Recovery ~ Dec. 22, 2000 2011/2040 12.2
Adjustment
Public Finance Adjustment Recovery Credit Sep. 14,2000 2011/2040 35.0
Nigeria
Privatization Support Project June 14, 2001  2011/2036 114.3
Community Based Poverty Reduction Project Dec. 20, 2000 2011/2035 60.0
Rwanda
Competitveness and Enterprise Development Apr. 19,2001 201172041 40.8
Project
Regional Trade Facilitation Project Apr. 3,2001 201172041 75
Rural Sector Support Project Mar. 29, 2001 201172040 48.0
Supplemental Credit for Economic Recovery Dec. 22,2000 2009/2038 15.3
Supplemental Credit for Health and Population Dec. 21, 2000 2011/2040 7.0
Project
Sao Tome and Principe
Public Resource Management Credit Nov. 2, 2000 2011/2040 7.5
Public Resource Management Technical Nov. 2, 2000 2011/2040 2.5

Assistance Il Project
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Table 4-4—Continued
World Bank projects approved in sub-Saharan Africa, FY 2001

Principal
Date of Maturity amount
Country/project name approval dates (miflion dollars)
Senegal
Long Term Water Sector Project Mar. 6, 2001 201172041 125.0
Social Development Fund Program Dec. 20, 2000 2011/2040 30.0
Trade Reform and Competitiveness Credit Sep. 14, 2000 2011/2040 100.0
Sierra Leone
Public Sector Management Support Il Project Feb. 15, 2001  2011/2040 35
Supplemental Credit for Economic Rehabilitation ~ Dec. 14, 2000 2010/2040 10.0
and Recovery
Tanzania
Regional Trade Facilitation Project Apr. 3,2001  2011/2041 15.0
Programmatic Structural Adjustment | IDA-Reflow  Jan. 29, 2001  2010/2040 0.8
Social Action Fund Project Aug. 22, 2000 2010/2040 60.0
Uganda
Poverty Reduction Support Credit May 31,2001  2011/2041 150.0
Regional Trade Facilitation Project Apr. 3,2001 201172041 20.0
Environmental Management and Capacity Mar. 20, 2001 2011/2041 22.0
Building Il Project
National Agricultural Advisory Services Project Feb. 15,2001  2011/2040 45.0
HIV/AIDS Control Project Jan. 18,2001  2011/2040 475
Supplemental Credit for Structural Adjustment Il Dec. 22, 2000 2007/2037 25.4
Privatization and Utility Sector Reform Project Aug. 24,2000 2010/2040 48.5
Western Africa
BCEAO Regional Payment Systems Project Oct. 19,2000 2011/2040 94
Zambia
Technical Education Vocational and June 14, 2001  2011/2041 25.0
Entrepreneurship Training Development
Program Support Project
Regional Trade Facilitation Project Apr.3,2001 201172041 15.0
Supplemental Credit for Fiscal Sustainability Dec. 22,2000 2010/2040 304
Supplemental Credit for Fiscal Sustainability Nov. 20, 2000 2010/2040 2.1
Railways Restructuring Project Nov. 16, 2000 201172040 27.0
Total ... 3,369.6

Note.—n.a.=not applicable (IBRD loan). Because of rounding, figures may not add to the totals shown.
Source: World Bank, 77e World Bank Annual Report, 2001vol. 1, pp. 144-146.

Multilateral Investment Guarantee Agency

The Multilateral Investment Guarantee Agency (MIGA) was established in 1998 as a
member of the World Bank Group to address the concerns of political instability for
investors. Its purpose is to encourage foreign direct investment in developing countries
by providing investment guarantees and technical assistance. Investment guarantees
act as insurance for investors against numerous situations involving economic and
social risks, such as expropriation, breach of contract, and war and civil disturbance in
a host country considered too risky to be profitable by private-sector insurance firms.
In 2001, MIGA was composed of 154 industrialized and developing countries.! Table
4-5 lists those countries in SSA that are currently members of MIGA and those that are

I MIGA, “Miga Membership,” found at Internet address Atp://www.miga.org/screens/
pubs/annrep0l/members.pdf, retrieved on June 3, 2002.
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Table 4-5
Sub-Saharan African MIGA members and countries in the process of
fulfilling membership requirements, 2000

MIGA Member countries (38)

Angola The Gambia Seychelles
Benin Ghana Sierra Leone
Botswana Guinea South Africa
Burkina Faso Kenya Sudan
Burundi Lesotho Swaziland
Cameroon Madagascar Tanzania
Cape Verde Malawi Togo
Central African Republic Mali Uganda
Congo (DROC) Mauritania Zambia
Congo (ROC) Mauritius Zimbabwe
Cote d’lvoire Mozambique

Equatorial Guinea Namibia

Eritrea Nigeria

Ethiopia Senegal

Countries in the Process of Fulfilling Membership Requirements (6)

Chad Guinea-Bissau Niger
Gabon Liberia Rwanda

Source: MIGA website, “MIGA Member Countries,” found at Afjp.//www.miga.org/screens/pubs/
annrep01/members.paf.

in the process of fulfilling membership requirements. MIGA issued investment
guarantees to cover eight projects in Africa totaling $186 million during fiscal year
2001. Table 4-6 outlines these projects, which typically involve privatization efforts
and capacity building activities.

Table 4-6
MIGA guarantees issued in sub-Saharan Africa, fiscal year 2001
Investor Guarantee
Country Investor country amount  Sector
Angola Desco A.B. Sweden $1,000,000 Construction and
management of an office
building
Guinea Agro-Industial and ~ Panama $9,000,000 Restructure and refinance a
Development S.A. flour mill
Guinea Guinea Investment  Guinea $40,000,000 Mining, processing,
electricity and
transportation
Mozambique Banque National France $4,500,000 Creation of a corporate
de Paris and trade finance facility
Mozambique  “Sena Group” Mauritius $65,000,000 Rehabilitate and partially
privatize a large sugar
estate
Tanzania Barrick Gold Corp ~ Canada $56,300,000 Mining
Togo Banque Belgolaise ~ Belgium and $7,400,000 Cotton ginning facility
and Joseph Fermon  United States
Zambia Mitubishi Corp. Japan $2,400,000 Expansion of a car

dealership

Source: MIGA, MIGA Annual Report, 2001, pp. 50-53.
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In its continued support of foreign direct investment into developing countries, MIGA
has been assisting the startup of the African Trade Insurance Agency (ATIA). ATIA is
designed to provide insurance against noncommercial and commercial risks, which
often keep Africa out of the global trading and investment loop. Membership is open to
all African countries and users are expected to be African and non-African firms and
banks. The initial members are Burundi, Kenya, Malawi, Rwanda, Tanzania, Uganda,
and Zambia.

MIGA also was involved in several other projects in 2001. The MIGA funded “Promote
Africa” which is a project designed to develop and utilize relationships for outreach
and marketing efforts. Also in 2001, another project was launched, African
Connection Telecomms Databank, a joint effort of the International Finance
Corporation (IFC) and MIGA. Furthermore, IFC has been assisting MIGA by marketing
its activities in Southern Africa. In 2001, a mobile office was set up in Senegal to
promote investment. MIGA teams conducted seminars in West Africa and met with
high-level government officials and business representatives in Mali, Senegal, and
Ghana. MIGA staff listened to concerns about local investment priorities and
challenges.12

International Finance Corporation

The IFC is a legally and financially independent member of the World Bank Group
founded in 1956. The IFC’s main objective is to promote sustainable private sector
investments.13 The IFC does so by following its current strategy, developed in 1998,
which emphasizes three areas: building up the financial sector, expanding private
investment in infrastructure, and supporting indigenous entrepreneurship.14

The IFC expanded its involvement in SSA in fiscal year 2001 as its committed portfolio
in Africa increased to $1.5 billion. Out of the 240 projects approved worldwide for
fiscal year 2001, 45 were for the Africa region.1® Reflecting the IFC’s focus on building
financial markets, $1,185 million (30 percent of the committed portfolio) went to fund
projects in financial services, infrastructure projects received $827 million (21
percent), and $309 million was directed towards petroleum, gas, and mining projects
(8 percent). Health care and education projects received $139 million (3.5 percent).16

According to the IFC, progress has been made toward peace in Sierra Leone, and
fighting has ended in Ethiopia and Eritrea, although HIV/AIDS continues to challenge
economic and social development in many SSA countries. Given these perceptions of
increasing stability, the IFC has stated that one of its interests is increasing tourism in

12 MIGA, Annual Report 2001, pp. 10, 12, and 31.

13 |FC, “Introduction,” found at Internet address http.//www.ifc.org/ar2001/annual/intro.himi,
retrieved on July 9, 2002.

14\rC, Annual Report 2001, p. 38.

15 |bid., pp. 30 and 38.

16 |rC, “Financial Highlights,”found at Internet address  /tp.//www.ifc.org/ar2001/annual/
financial htmi, retrieved on July 9, 2002.
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SSA. In FY 2001, the IFC committed to 12 hotel projects in Africa. In Tanzania, the IFC
provided equity for a hotel in an ecotourism area. This project targets environmental
conservation as well as provides positive economic benefit. Other hotel projects were
in South Africa and Botswana.’

The IFC also dispenses assistance to other areas. For example, the IFC assisted
Nigerian banks in meeting the medium-term lending needs of their customers. IFC
committed $122.5 million to this project, which benefits a broad range of companies
and local financial institutions. Bank projects were assisted in Cameroon, Malawi,
Namibia, and Tanzania, as well. The IFC loaned $40 million and arranged another
$60 million loan to assist Ghana Telecommunications. These loans will provide at least
70,000 households with telephone access. Communication projects also were
financed in Rwanda and Uganda.18

The African Development Bank Group

The African Development Bank (AfDB), the African Development Fund (AfDF) and the
Nigerian Trust Fund (NTF), together, comprise the African Development Bank Group
(AfDB Group). The main goals of the AfDB are to promote sustainable economic
growth and to reduce poverty in Africa. To achieve this, the Bank finances a broad
range of development projects and programs. The AfDB offers financial assistance on
nonconcessional terms, while the AfDF and NTF lend on concessional terms to
low-income regional member countries. The AfDB Group approvals for loans, equity
investments, and debt relief totaled $3 billion in 2001. In 1999, the AfDB adopted a
new mission statement that emphasized agricultural and rural development
investments as part of a new approach to reduce poverty. Because poverty is most
prevalent in rural areas, poverty reduction programs generally attempt to boost
productivity and develop human capital. The AfDB Group sees agriculture as the most
likely source of income generating activities for African populations, which are still
largely rural and agrarian. Almost 45 percent of the loan approvals went to projectsin
the agriculture and social sector.1®

The AfDB agenda addresses human capital building needs and private sector
development. Projects in these areas aim to facilitate the integration of African
economies with the global economy and enhance African workers’ employment
prospects. Toward these ends, there are several mechanisms devoted to expanding
and cultivating various segments of the private sector. There are venture capital funds,
infrastructure funds, and development financial institutions that provide lines of credit
to small- and medium-sized enterprises. Additionally, there are organizations such as
the African Project Development Facility, which assists African entrepreneurs in
developing business plans and feasibility studies. The AfDB Bank also approved loans

Y7\rC, Annual Report 2001, pp. 37, 38, and 41.
18 Ipid., pp. 39 and 41.
19 Africa Development Bank, Annual Report, 2000, pp. viii, ix, 1, 2, and 7.
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to the African Management Services Company, which provides management services
and training to African enterprises with potential long-term economic viability but with
no experienced management.20

The AfDB has had much success in cofinancing with foreign, local, and private
institutions. The major cofinanciers in 2001 were the World Bank (UA2! 1.16 billion,
$1.46 billion), IMF (UA 0.72 billion, $0.90 billion), and EU (UA 0.35 billion, $0.44
billion). Regional member countries obtain loans from capital markets or other
third-party lenders, and the AfDB guarantees payment of the loan. The AfDB is able to
draw on a greater supply of financing resources, and hence lower financing costs for
borrowers by covering the risk that the private market is often unable to evaluate or
unwilling to accept. In 2001, external cofinanciers contributed UA 3.09 billion ($3.88
billion). The AfDB contributed UA 813.2 million ($1,022.0 million) to cofinancing
projects.??

The AfDB Group is actively involved in the movement to provide African countries with
debt relief. Its collaboration with the World Bank and IMF on the Enhanced HIPC
Initiative complements the AfDB Group’s efforts in that area. Under the Enhanced HIPC
Initiative, the AfDB Group relieves regional member countries of up to 80 percent of
their annual debt. The AfDB uses the PRSPs to monitor projects and poverty reduction
strategies implemented with newly available funds. In 2001, Gambia, Guinea,
Madagascar, Malawi, Rwanda, and Zambia received UA 174.9 million ($219.9
million) in debt relief from the AfDB under the Enhanced HIPC Initiative.23

Table 4-7 summarizes AfDB and AfDF approvals of loans and grants for projects in
SSA for 2001 (excluding multinational projects). The AfDB Group authorized funding
for 105 projects at a total cost of UA 2.1 billion ($2.6 billion). Ethiopia received the most
loans and grants: UA 185.8 million ($233.5 million), for seven projects. Niger also
received funding for seven projects. The AfDB Group’s funding approvals by sector
reflect the priorities set out in the mission statement adopted in 1999: UA 611.2 million
($768.1 million) was authorized for debt relief; UA 217.3 million ($273.1 million) was
authorized for agriculture and rural development; UA 100.6 million ($233.6 million)
was designated for social sector projects; and UA 173.3 million ($217.7 million) was to
be allocated to transportation projects.

International Monetary Fund

The IMF is composed of several lending facilities that tailor their assistance to respond
to specific balance of payments problems and help cushion the impact of structural

20 |bid., pp. 70, 73, and 74.

21 YA= Unit of Account. An artificial currency used for accounting purposes where 1UA=$1.25674
as of Dec. 31, 2001.

22 African Development Bank, Annual Report, 2001, pp. 7 and 35. Note: U.S. dollar figures
calculated by USITC using conversion factor of IJUA=US$1.25673.

23 African Development Bank, Annual Report. 2001, pp. 37-40.
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Table 4-7

Total AfDF and AfDB projects and programs approved during 2001, by country

AfDF and AfDB Funding
Loan & Grants
Country Sector Project Total Cost Amounts
(Miflion dollars)
Angola Social Basic Education and Job Skills Project $24.37 $12.10
Benin Agriculture and Rural  Project to Support the Rural Development of the
Development Mono and Couffo Departments 13.26 11.47
Agriculture and Rural  The Firewood Project
Development 14.77 12.57
Social Budget Reform Support Program for Poverty
Reduction 17.59
Burkina Faso Agriculture and Rural ~ Decentralized and Participatory Rural
Development Development Project in the Bazega and
Kadiogo Provinces 25.44 18.85
Agriculture and Rural  Study of a Decentralized Rural Development
Development Support Project for the Centre-West Region 0.77 0.73
Social Poverty Reduction Strategy Support Program 29.02
Transportation Second Road Program 3110 27.65
Cameroon Multisector National Governance Program 421 4.00
Multisector Structural Adjustment Program Ill 25.76
Social Human Resources Development Project 0.58 0.57
Social Rural Family Income Improvement Program 21.87 17.59
Transportation Road Development Project 21.70 18.85
Chad Agriculture and Rural  Biltine Department Rural Development Project
Development 15.08 11.31
Agriculture and Rural  Livestock Breeding System Support Project
Development 0.54 0.50
Agriculture and Rural  Natural Resources Management Project
Development 0.63 0.58
Social Education V 9.40 8.46
Social Project to Support the Control of HIV/AIDS and
other Epidemic Diseases 16.38 7.54
Other Approvals HIPC Debt Relief 49.82
Demaocratic Social Emergency Humanitarian Assistance Program
Republic of
Congo 0.48
Multisector The National Capacity Building Program
Support Project 343 248
Djibouti Agriculture and Rural  Integrated Fisheries Development Project
Development (Supplementary Loan) 2.10 1.89

See footnotes at end of table.
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Table 4-7—Continued
Total AfDF and AfDB Projects and Programs Approved During 2001, by country

AfDF and AfDB Funding
Loan & Grants
Country Sector Project Total Cost Amounts
(Milllion dollars)
Djibouti—Con. Multisector Institutional Building Project for Good 157 1.48
Governance of Public Finance
Social Institutional Support to Improve the Situation of 0.98 0.90
Women
Ethiopia Agriculture and Rural ~ Genale-Dawa River Basin Integrated Resources 5.28
Development Master Plan Study 494
Agriculture and Rural ~ Koga Irrigation and Watershed Management
Development Project 47.55 42.63
Agriculture and Rural ~ National Fertilizer Sector Project
Development (Supplementary Loan) 23.79 10.59
Capacity Building of Ministry of Finance and
Multisector Economy 0.72 0.65
Multisector Second Structural Adjustment Loan 463.23 75.40
Power Supply The Rural Electrification Project 54.45 47.34
Transportation Butajira-Hossaina-Sodo Road Upgrading 57.68 51.92
Project
The Gambia Other Approvals HIPC Debt Relief 1.27
Environment Coastal Protection Project 19.00 12.05
Other Approvals HIPC Debt Relief 17.68
Ghana Agriculture and Rural  Livestock Development Project 27.74 24.61
Development
Agriculture and Rural  The Inland Valleys Rice Development Project 21.49 18.85
Development
Multisector Economic Reform Support Operation 49.01
Multisector Institutional Support Project for Governance
and Poverty Reduction 421 3.77
Guinea Other Approvals HIPC Debt Relief 66.78
Agriculture and Rural  Study of a Palm Oil and Rubber Development 2.63 249
Development Plan
Multisector Third Structural Adjustment Program 15.39
Social Sustainable Social Development in Upper and
Central Guinea 30.35 27.33
Other Approvals HIPC Debt Relief 22.01
Guinea-Bissau Agriculture and Rural  The Fishing Sector Support Project 8.34 7.53
Development
Agriculture and Rural  The Rural Development Institutional Support 1.73 1.38
Development Project
Social The Rehabilitation Project 8.03 7.35
Kenya Transportation The Roads 2000-Districts Rural Rehabilitation 28.00 25.13
Project

See footnotes at end of table.
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Table 4-7—Continued
Total AfDF and AfDB Projects and Programs Approved During 2001, by country

AfDF and AfDB Funding
Loan & Grants
Country Sector Project Total Cost Amounts
(Miflion dollars)
Madagascar Other Approvals HIPC Debt Relief 15.95
Agriculture and Rural
Development Preventive Locust Control Project 17.48 8.70
Water Supply and Great South Rural Area Water Supply and
Sanitation Sanitation Project 11.21 9.97
Other Approvals HIPC Debt Relief 56.90
Malawi Social Humanitarian Relief Support of the Victims of
the 2001 Floods 0.50
Other Approvals HIPC Debt Relief 20.18
Social Support to Community Day Secondary Schools 20.95 18.85
Water Supply and The Integrated Rural Water Supply and
Sanitation Sanitation Project 13.92 12.05
Other Approvals HIPC Debt Relief 74.56
Mali Agriculture and Rural ~ MOPTI Region Rural Development Support
Development Project 22.63 19.19
Agriculture and Rural  Study of the Douentza District Agricultural
Development Development Project 0.87 0.82
Agriculture and Rural  The Seed Subsector Support Project 8.23 7.13
Development
Social Health and Social Development Support 20.95 18.85
Mauritania Industry Project to increase the Export Capacity of
Societe Nationale Industrielle Miniere 185.51 29.67
Agriculture and Rural  Livestock Development and Range Management
Development Project 11.69 6.28
Multisector The Fiscal Adjustment Program 121.81 12.57
Social The Ten-year Education System Development
Program Support Project 12.19 10.42
Mauritius Finance Regional Line of Credit to the Mauritius
Commercial Bank Ltd 100.89
Social Support to the National Health Plan Project 25.26 14.50
Sociall Support to the National Health Plan Project 25.26 6.41
Mozambique Social Humanitarian Relief Support to the Victims of
the 2001 Floods 0.50
Agriculture and Rural  Artisanal Fisheries Development Project 23.25 19.98
Development
Industry Mineral Resources Management Capacity
Building Project 33.52 4.13
Power Supply The Rural Electrification Project 24.29 13.97
Social Education Program IV 24.12 12.57

See footnotes at end of table.
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Table 4-7—Continued
Total AfDF and AfDB Projects and Programs Approved During 2001, by country

AfDF and AfDB Funding
Loan & Grants
Country Sector Project Total Cost Amounts
(Miflion dollars)
Namibia Finance Second Line of Credit to Agribank 8.71
Transportation Northern Railway Extension Project
(Tsumeb-Ondangwa section) 60.35 25.01
Niger Agriculture and Rural  The Agricultural Development Support Project in
Development Zinder Region 8.28 7.29
Multisector Third Structural Adjustment Program 12.57
Social Healthcare Improvement Project 22.80 20.55
Transportation Road Study Il 1.82 1.73
Water Supply and Rural Water Supply Program Study 1.27 1.21
Sanitation
Water Supply and Study on Run-off Water in the Dosso and
Sanitation Tillabery Regions 0.63 0.55
Other Approvals HIPC Debt Relief 56.80
Nigeria Finance Line of credit to the International Bank FSB PLC 17.54
Ibadan Emergency Water Rehabilitation
Other Approvals Project (Reallocation) 16.44 12.62
Governance Institutional Support Project for
Multisector Capacity Building and Poverty Reduction 6.18 5.03
Rwanda Other Approvals HIPC Debt Relief 0.15
Agriculture and Rural  The Forestry Management Support Project 14.46 11.18
Development
Multisector Public Investment Programming and
Management System Institutional Support
Project 2.76 251
Other Approvals HIPC Debt Relief 135.99
S&o Tomé and Multisector Structural Adjustment Program Ill
Principe 2.01
Social Human Resources Development Support
Program 0.31 0.30
Other Approvals HIPC Debt Relief 78.68
Senegal Agriculture and Rural ~ Anambe Basin Rural Development Project 10.87 9.02
Development
Transportation The Diam Niadio-Mbour-Kaolack Road Project 33.68 18.85
Water Supply and The Dakar City Sanitation Project 16.90 14.99
Sanitation

See footnotes at end of table.
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Table 4-7—Continued
Total AfDF and AfDB Projects and Programs Approved During 2001, by country

AfDF and AfDB Funding
Loan & Grants
Country Sector Project Total Cost Amounts
(Miflion dollars)
Sierra Leone Agriculture and Rural  Artisanal Fisheries Development Project 14.96 12.57
Development
Multisector Economic Rehabilitation and Recovery Program
The Institutional Support Project for Capacity
Strengthening, Governance and Poverty 12.57
Multisector Reduction 1.31 1.21
Tanzania Multisector The Second Structural Adjustment Program 50.27
Power Supply The Rural Electrification Study 2.53 2.35
Project: The Roads Rehabilitation/Upgrading
Transportation Project 53.96 48.57
Water Supply and Dar Es Salaam Water Supply and Sanitation
Sanitation Project 144.36 48.07
Uganda Power Supply Bujagali Hydroelectric Power Project 573.62 54.59
Zambia Other Approvals HIPC Debt Relief 115.52
Fiscal Transparency and Accountability Support
Multisector Program 20.36 0.67
Social Support to the National Aid Control Program 1.36 1.26
Other Approvals HIPC Debt Relief 55.84
Total® $2,649.76 $2,110.38

L NTF project.

2 Totals do not include multi-country programs and projects approved by the African Development Bank Group in 2000.

Source: Derived from data in African Development Bank, Annual Report 2001, pp. 138-144 and 206-230. US$ figures
calculated by USITC staff using a Unit of Account (1 UA)=US$1.25673, African Development Bank, Annual Report 2001, p. 7.

adjustment. Stand-By Arrangements and the Extended Fund Facility (EFF) are two
traditional examples of such assistance. Member countries needing a line of credit on
a short-term basis rely on the SBA; member countries needing long-term funding (at
least 3 years) rely on the EFF. In fiscal year 2001, the IMF changed the repurchase
schedule for the EFF. Payment must still start after 4.5 years, but must be repaid after 7
yearsinstead of 10. The Supplemental Reserve Facility and the Contingent Credit Lines,
established in 1999, provide additional resources to prevent loss of market confidence
in a member country or sustain those experiencing abrupt reversals of investment

flows.24

24 \MF, Annual Report 2001, pp. 38-40.
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The IMF has two mechanisms through which it addresses protracted payments arrears:
the HIPC Initiative and the PRGF. The World Bank and the IMF combined their
resources in 1996 to provide debt relief more effectively through the HIPC Initiative. In
the fall of 1999, the World Bank and IMF governing boards adopted the Enhanced
HIPC Initiative to shorten the time it takes for countries to qualify for relief. The PRGF is
the most recent incarnation of the IMF’s concessional lending facility (it was known as
the Structural Adjustment Facility (SAF) in 1986, and the Enhanced SAF in 1987).
Launched in November 1999, the PRGF reflects the new primary objective of the IMF’s
concessional lending arm—poverty reduction in low-income countries. Loan approvals
are linked to antipoverty programs developed by the recipient country in the Poverty
Reduction Strategy Paper.2° To qualify for support, the antipoverty programs must be
developed by member countries in collaboration with civil society and bilateral and
multilateral donors.2®

As of Apr. 30, 2001, the Democratic Republic of the Congo, Liberia, Somalia, and
Sudan arrears accounted for over 97 percent (SDR 2.190 billions of SDR 2.242
billions) of outstanding debt to the IMF. These four members were no longer eligible to
receive support pursuant to Article XXVI, Section 2(a). Declarations of noncooperation
remained in effect for the Democratic Republic of the Congo (issued on February 14,
1992) and Liberia (issued on March 30, 1990) as of May 31, 2002. After a review of
Sudan’s overdue obligations, compliance with commitments, and policy performance,
the IMF terminated the suspension of Sudan’s voting rights in the IMF, with effect from
August 1, 2000.27

New Partnership for African Development

The NEPAD was launched in 2001 as a comprehensive, integrated, strategic
framework for African socioeconomic development. The NEPAD is a merger of two
continentwide economic development initiatives: the Millennium Partnership for the
African Recovery Program, and the Omega Plan. On July 3, 2001, the merger was
finalized, and the New Africa Initiative (NAI) was formed. The NAIl was approved on
July 11, 2001 by the heads of state and government at the 2001 Organization for
African Unity summit. On October 23, 2001, the policy framework was finalized by
the Implementation Committee and the NEPAD (renamed from the NAI) was
formed.28 The primary goals of the NEPAD are:

e to promote accelerated growth and sustainable development;
e to eradicate widespread and severe poverty; and

e to halt the marginalisation of Africa in the globalization process.

25[The PRSP is a tool first used by the World Bank as part of its strategy to increase the effectiveness
of financial assistance.] See discussion in section of this chapter entitled 77e World Bank Group.

26 \MF, Annual Report 2001, p. 38.

27 |bid., p. 73.

28 NEPAD, “NEPAD in Brief,” found at Internet address Atfp.//www.nepad.org/about himi,
retrieved on July 16, 2002.
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The NEPAD priorities include:

e to achieve universal primary education by 2015;

e {0 encourage peace, security, democracy, human rights, and good
governance;

e to promote export diversification;
e to promote and to protect African culture and the environment; and

» to develop healthcare, clean water, and sanitation systems.

At the June 2001 G-8 meeting, African leaders advocated an overall NEPAD funding
level of approximately $65 billion, deemed as necessary for Africa to attain the
estimated 7 percent annual economic growth rate needed for substantive
socioeconomic development.29 Although G-8 leaders praised NEPAD and made it a
summit priority, no definite funding was allocated.

Sources of U.S. Bilateral Economic Assistance to Sub-Saharan Africa

The major economic and trade programs supported by the U.S. Government are those
directed by the Ex-Im Bank, TDA, OPIC, and USAID. The discussion below includes
developments in U.S. trade capacity building initiatives, economic programs, and U.S.
trade assistance programs during 2001.

U.S. Government Agencies’ Trade Capacity-Building
Initiatives

A variety of U.S. Government agencies fund and implement a broad range of trade
capacity-building initiatives in SSA, aimed at assisting countries to integrate more fully
into the world trading system. Although initiatives vary, they all aim to remove
obstacles to trade and, consequently, to development. In the summer of 2001, USAID
undertook a survey of its programs and initiatives that promote trade
capacity-building in developing and transitional economies, and developed a
database from the survey results. The survey was updated in 2002.3% According to
USAID, 14 percent, or $192 million, of the $1.3 billion distributed to all developing and
transition countries during FY1999 through FY2001 went to trade capacity-building
initiatives in SSA. Of the total funding for SSA countries, 33 percent was provided in

29 F|U, “Partnership development programme just may succeed,” Apr. 19, 2002, found at Internet
address Ato.//www.viewswire.com, retrieved on June 19, 2002. G-8 countries are Canada, France,
Germany, ltaly, Japan, Russia, the United Kingdom, and the United States.

30 For additional information on the USAID Trade Capacity Building Reports and Database, see
Internet address Afjp.//www.quesab.cdie.org/tcb/index.htmi, retrieved on Oct. 2, 2002.
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FY1999, 40 percent was provided in FY2000, and 28 percent was provided in
FY2001.3!

U.S. Government Agencies Involved

In developing its database, USAID surveyed numerous U.S. Government agencies that
provide trade capacity-building assistance, including USDA, Department of
Commerce, Department of Energy, Department of Justice, Department of Labor,
Department of State, Department of Transportation, Environmental Protection
Agency, Ex-Im Bank of the United States, Federal Trade Commission, Overseas Private
Investment Corporation, Peace Corps, Trade and Development Agency, and USAID.
Although U.S. assistance funding was provided through a variety of agencies with
various areas of expertise, more than 50 percent of funding for FY1999 through
FY2001 was attributed to USAID.32

Country Coverage

The Trade Capacity Building Database geographic region covering SSA includes:
Angola, Benin, Botswana, Burkina Faso, Cameroon, Demaocratic Republic of the
Congo, Eritrea, Ethiopia, Ghana, Guinea, Kenya, Lesotho, Liberia, Madagascar,
Malawi, Mali, Mauritius, Mozambique, Namibia, Nigeria, Rwanda, Senegal,
Seychelles, Somalia, South Africa, Swaziland, Tanzania, Togo, Uganda, Zambia,
and Zimbabwe. Sub-Saharan countries for which the database provides detailed
country breakouts include: Angola, Benin, Botswana, Cameroon, Cé6te d’lvoire,
Ethiopia, Ghana, Kenya, Lesotho, Madagascar, Malawi, Mali, Mauritius,
Mozambique, Namibia, Nigeria, Senegal, South Africa, Tanzania, Togo, Uganda,
Zambia, and Zimbabwe.33 As table 4-8 indicates, more than 75 percent of FY1999
through FY2001 funding went to six country recipients, with Ghana receiving the
largest share (30.5 percent). Analysis of FY2001 data indicates that Ghana remained
the primary recipient; Tanzania, Nigeria, Zambia, Uganda, and Mali ranked second,
third, fourth, fifth, and sixth, respectively. Although the top six countries continued to
receive over 75 percent of funding in FY2001, distribution between the countries was
more balanced.

31 Figures and analysis based on USAID summary data which include data as of June 2002 for
which a funding agency can be attributed. Because of rounding, figures may not add up to 100.

32Figures and analysis based on USAID summary data which include data as of June 2002 for both
Funder and Implementer Only departments.

33 Quantitative analysis of trade capacity building funding in the “Country Coverage” and “Types of
Trade Capacity Building Initiatives” is based on countries for which funding agency can be attributed and
category breakout figures are available as of June 2002.
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Table 4-8

Trade Capacity-Building Initiatives: Primary Country Recipients and Percent of Total, FY1999

through FY2001, and FY20011

Percent of total

Percent of total

Country (FY1999-FY2001) ([ Country (Fy2001)
Ghana ..................... 305 ([Ghana ... ... ... 18.5
Mozambique . .. .............. 11.7 ||Tanzania .. ................... 154
Nigeria ......... ... ... . ... 9.9 || Nigeria ...................... 15.3
Mali ... 94 ||Zambia ........... ... ... 144
Zambia ........... ... ... ... 86(Uganda...................... 8.3
Tanzania.................... 70([Mali ...l 5.9

1Percentages based on countries for which funding agency can be attributed and category breakouts are available as

of June 2002.

Source: USAID Trade Capacity Building Database.

Types of Trade Capacity-Building Initiatives

U.S. Government agencies’ trade capacity-building initiatives cover a wide variety of
categories. The primary funding channel or category is “Trade Facilitation,”
representing 26 percent of FY1999 through FY2001 funding for SSA. Table 4-9
provides definitions and percentage of total funding. Of the 11 funding avenues
covered in FY1999 through FY2001, nearly 75 percent of funding falls into the top five
categories. Analysis of FY2001 data indicates that “Trade Facilitation” remained the
top funding avenue with “Services” ranked second, “Government and Interagency
Coordination” ranked third, “Agricultural Development” ranked fourth, and “Human
Resources and Labor Standards” ranked fifth. Table 4-10 provides illustrative
examples of U.S. trade capacity-building initiatives.34

The Export-Import Bank of the United States

The Ex-Im Bank is an independent U.S. Government agency that assists in the sale of
U.S. exports, primarily to emerging markets. This assistance is provided through loan
financing and other credit measures.

The Ex-Im Bank supported $12.5 billion of U.S. exports in FY 2001,3° and $15.5 billion
in FY 2000.%6 Ex-Im Bank support to SSA-which consists of loans, guarantees, and
insurance—increased twofold to $312 million in FY 2001,37 from $136 million in FY
2000.38 The Ex-Im Bank can consider project financing in every SSA country except
Sudan.3? Project finance is available for projects that do not rely on the typical export
credit security package but require long-term cash flow financing. Traditional export

34 Further discussion and full report available at Internet address Atp.//www.usaid.gov/
economic_growth/tradereport/index.himi, retrieved on May 24, 2002.
35 Ex-Im Bank, 2001 Annual Report, p. 14.

36 |bid., p. 6.
371bid., pp. 20-23.
38 1bid., pp. 20-23.

39 Ex-Im Bank, “Country Limitation Schedule,” found at Internet address /tfp.//www.exim.gov/
country/cntlimit.htmi, retrieved on May 24, 2002.
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financing is also available in 37 SSA countries.*? Countries benefitting from financing
in 2001 included Benin, Cameroon, Gambia, Ghana, Kenya, Mali, Nigeria, Senegal,
South Africa, Tanzania, Uganda, and Zimbabwe.

In addition to more traditional export financing, the Ex-Im Bank patrticipates in
innovative methods to promote development in SSA. For example, in FY 2001, the
Ex-Im Bank authorized $5.4 million in loans to Ghana for mining improvements and
guaranteed $257.7 million for South Africa to purchase aircraft.*! As of December
14, 2001, Ex-Im Bank’s total exposure in SSA was $3.1 billion. The Democratic Republic
of the Congo (DROC) accounted for 29 percent, while Nigeria made up 19 percent,
and South Africa constituted 14 percent of total regional Ex-Im Bank exposure. Table
4-11 lists Ex-Im Bank exposure, 2001 authorizations, and availability of financing in
SSA.

U.S. Trade and Development Agency

TDA is an independent government agency that assists U.S. firms by identifying major
development projects in developing countries offering large export potential, and by
funding U.S. private sector involvement in project planning activities which, in turn,
helps to position U.S. firms for follow up activities during the implementation phase. The
TDA also promotes economic development in developing countries by funding
feasibility studies, consultancies, training programs, and other project planning
services.

The TDA’s obligations in SSA totaled $6.1 million in FY 2001 (table 4-12) and $4.2
millionin FY 2000. SSA funding accounted for 11.8 percent of all TDA funding in 2001,
compared with 8.2 percent of funding in 2000.42 The time lag between funding project
planning activities and the identification of actual export sales associated with the
project vary widely.

The TDA uses its commercial experience in developing and middle income countries, in
conjunction with the State Department and the USAID, to promote U.S. foreign policy.
For example, the “Safe Skies for Africa” was started in 1998 through the TDA. This
partnership between the U.S. government and eight African countries promotes safe
and secure airlines. In 2001, TDA funded two orientation visits for 28 African aviation
officials. The participating countries were Angola, Cameroon, Cape Verde, Kenya,
Mali, Namibia, and Tanzania.*3

40Ex-Im Bank, “Ex-Im Bank Program Availability,” found at Internet address /{p.//www.exim.gov/
africa-1/afrO3.htmi, retrieved on June 13, 2002.

4L Ex-Im Bank, 2001 Annual Report, p. 26, 29.

42TDA, 2001 Annual Report, pp. 31-38,:and 2000 Annual Report, p. 40. Overall, TDA funding to
the Africa/Middle East region increased from $6.4 million in 2000 (12.3 percent of all 2000 funding) to
$8.8 million in 2001 (16.9 percent of all funding).

43TDA, 2001 Annual Report, p. 13.
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Table 4-9

Trade Capacity-Building Initiatives: Definitions and Percent of Total, FY1999 through FY2001!

Category

Percent of total

Definition (FY1999-FY2001)

Trade Facilitation

Agricultural
Development

Trade-Related
Infrastructure

Development

Services

Human Resources and
Labor Standards

WTO Agreements

Governance and
Interagency
Coordination

Competition Policy

WTO Awareness and
Accession

Environment

To lower the costs of engaging in international trade, assistance to business
support agencies and market development services, private business

organizations, information services and technology transfer 25.9

To extend the benefits of trade to rural sectors, support of trade-related
aspects of agriculture technology development and agribusiness ........... 20.7
To build the physical capacity to conduct international commerce, support for
trade-related telecommunications, marine ports, airports, and related

faCilities . . ..o e 9.8
To help developing and transition countries engage in international services

trade, support for the service sectors in those countries 9.2

To help workers patrticipate in the gains from trade and protect their rights in
trade related sectors, support for workforce skills development, worker rights
and labor standards, elimination of child labor exploitation and gender bias . 9.1

To support countries’ efforts towards compliance and implementation,
including institution building so that developing and transition countries may
reap the benefits of membership . ....... ... 7.4
To make government trade programs more accountable, trade policies and

regulations more transparent, and to improve planning and communications

among government agencies working in trade policy formulation and

implementation 6.8

To assure that participation in international trade is conducted on an equal
footing and benefits consumers, support for developing and strengthening
antitrust laws and eliminating local monopolies ........................ 2.5

To provide a basic understanding of the WTO Agreements, helping accession
candidates to identify changes to laws, regulations, policies, and procedures
necessary to complete negotiations on the terms of WTO membership . .. .. .. 16

To assure that trade is environmentally neutral or positive; includes efforts to
improve environmental regulations and standards, as well as to promote

transfer of environmental technology for sustainable development 0.6

! percentages based on countries for which funding agency can be attributed and category breakouts are available as of

June 2002.

Source: Definitions provided by USAID and available at /tp.//qesdb.cdie.org/tchb/definition.himl.
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Table 4-10

Examples of Trade Capacity-Building Initiatives in sub-Saharan Africa, FY1999 through FY2001!

Country/Region Category Description
COMESA Trade Facilitation Team of experts reviewed existing COMESA regime on Rules of
Origin to assess its adequacy in supporting the growth of
intra-COMESA trade
East Africa Agricultural Development Sponsored a project to reduce import costs by harmonizing trade
and transport standards for commerce between Uganda, Kenya,
and Tanzania
Ghana Agricultural Development Assisted food producers to comply with foreign phyto-sanitary
standards
Ghana Human Resources and Helped incorporate gender neutral language into labor laws and
Labor Standards prohibit discrimination based on sex
Ghana Human Resources and Solidarity Center promoted gender equity in the trade union
Labor Standards movement allowing for greater female participation at both the
union and government levels
Ghana Services Helped develop tourism-led economic growth through the private
sector by supporting preservation of natural and historical sites
Ghana WTO Agreements: Conducted seminars and training programs to assist in the
Intellectual Property Rights  enforcement of intellectual property rights
Kenya WTO Agreements: Conducted seminars and training programs to assist in the
Intellectual Property Rights  enforcement of intellectual property rights
Malawi Human Resources and Provided assistance increasing HIV/AIDS awareness in the
Labor Standards workplace and protects worker rights in trade-related industries
Mali Trade Facilitation Business development services grant program promoted crafts
suitable for export and linking artisans with overseas importers
Mozambique Human Resources and Supported trade union education and training programs to increase
Labor Standards and upgrade workers’ negotiating skills
Mozambique Infrastructure Development  Funded the restructuring and privatization of Mozambique’s three
main railroads which link Swaziland, South Africa, Zimbabwe, and
Malawi to the Indian Ocean ports
Mozambique Trade Facilitation At the request of the Confederation of Mozambican Business
Associates, sponsored series of discussions of the opportunities and
costs of trade liberalization, with particular focus on Southern
African Development Community free trade area
Mozambique WTO Agreements: Conducted seminars and training programs to assist in the
Intellectual Property Rights  enforcement of intellectual property rights
Nigeria Human Resources and Developed programs that reintegrate recently discharged military
Labor Standards combatants into civilian trade-related occupations
Nigeria Human Resources and Helped incorporate gender neutral language into labor laws and

Labor Standards

prohibit discrimination based on sex
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Table 4-10—Continued
Examples of Trade Capacity-Building Initiatives in sub-Saharan Africa, FY1999 through FY20011

Country/Region

Category

Description

Nigeria

South Africa

South Africa

Sub-Saharan Africa
Sub-Saharan Africa

Sub-Saharan Africa

Sub-Saharan Africa
(e.g. Benin, Cote d’Ivaire,
Guinea, Mali,
Madagascar,
Mozambique, Rwanda,
Uganda)

Sub-Saharan Africa

Sub-Saharan Africa

(e.g. Kenya, Mozambique,
Nigeria, South Africa,
Uganda)

Sub-Saharan Africa

Sub-Saharan Africa

Sub-Saharan Africa

(e.g. Benin, Ghana, Kenya,
Madagascar,
Mozambique, Namibia,
Senegal, Zambia,
ECOWAS)

Tanzania

Infrastructure Development

Human Resources and
Labor Standards

Services

Competition Policy
Environment

Financial Sector
Development

Infrastructure Development

Infrastructure Development

WTO Agreements:
Technical Barriers to Trade

WTO Agreements: Customs
Valuation Methods

WTO Agreements: Sanitary
and Phyto-Sanitary
Measures

WTO Awareness and
Accession

WTO Agreements: Customs
Valuation Methods

Assisted in modernizing the Murtala Mohammed International
Airport and the Nigerian aviation system, assessing Lagos port and
privatization services, implementing an oversight system for
maintenance, and privatizing of the railways

Developed programs that reintegrate recently discharged military
combatants into civilian trade-related occupations

Developed and applied workforce diagnostic tool, “Workforce
Development: Skills for Competitiveness,” which comprehensively
examines training requirements and available skills in the labor
force

Hosted internships and conferences for antimonopoly officials

Provided support for sustainable, environmentally-based enterprises
including nature tourism, bio-prospecting and sustainable forest
management and timber harvesting

Invested in OPIC Modern Africa fund which furthers trade
integration with the rest of the world

Funded the Leland Initiative which provided technical and financial
support for the expansion of Internet connectivity and helped
increase the availability of trade information in the areas of new
market development, investment, and trade promotion

“Safe Skies for Africa” initiative to promote aviation safety and
security

Assisted countries to participate in the development of standards
and to disseminate information on standards to facilitate market
access

Provided technical assistance to expedite the movement of goods
across borders and in complying with WTO customs valuation
agreement; and to assist regional trade organizations to improve
procedures and to introduce regional customs-bond guarantee
scheme

Helped administer the founding congress of the African Seed Trade
Association to provide mechanism for communication between
African countries facilitating regional harmonization of policies,
liberalization of national markets, and integration into international
markets

Conducted trade policy workshops on the benefits of trade reform
and open markets; and clarified of general rights and obligations
under the WTO and current issues before the WTO

Assisted in reducing the number of steps and amount of time
required of importers in obtaining customs clearances
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Table 4-10—Continued
Examples of Trade Capacity-Building Initiatives in sub-Saharan Africa, FY1999 through FY2001!

Country/Region Category Description

Uganda Trade Facilitation Competitive Enterprise and Trade Expansion Project helped the
coffee, fish, and cotton industries to improve their export
competitiveness and increase foreign exchange earnings

Zambia Trade Facilitation Assisted Zambia Investment Center to upgrade its website and to

establish an investor tracking system

Source: United States Government Initiatives to Build Trade Related Capacity in Developing and Transition Countries (USAID,

2001).

Overseas Private Investment Corporation

OPIC is a self-sustaining U.S. Government agency that provides investment funds,
project finance, and political risk insurance to U.S. businesses investing in developing
nations and emerging markets around the world. OPIC focuses its efforts in Africa on
supporting small- and medium-sized businesses.

In 2001, OPIC’s programs were available for 40 of the 48 SSA countries.** OPIC
supported four privately managed funds that invest in SSA: the $350 million Africa
Millennium Fund, which replaces the Africa Infrastructure Fund; the $120 million ZM
Africa Investment Fund, L.P. for Southern Africa; the $105 million Modern Africa
Growth and Investment Fund; and the $25 million Africa Growth Fund.#> OPIC also
committed to providing insurance for three investment projects in SSA: $25 million for
oil and gas field expansion, development, and production in Cote d’lvoire; $4.77
million for import and marketing of cement in Nigeria; and more than $1.5 million for
agribusiness in Zambia. In addition, OPIC committed to providing finance for two
projects: $0.2 million for drilling potable water wells in Kenya, and $0.3 million for
assembly and sale of solar ovens in Uganda.*®

44 OPIC, 2001 Annual Report, p. 30.

45 OPIC, OPIC Direct Investment Funds List, as of Nov. 6, 2001, found at Internet address
htp.//www.opic.gov/InvestmentFunds/fundlist. htm, retrieved on June 7, 2002.

46 OPIC, 2001 Annual Report, p. 25.
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Table 4-11
Sub-Saharan Africa: Export-Import Bank exposure, authorizations, and availability? for further
support as of December 14, 2001

Country Exposure 2000 Authorizations Availability
Angola ... ... $141,232,855 NA
Benin ... 10,812,497 $10,662497 P.A.
Botswana ...............0.. 0.l Yes
BurkinaFaso ..................... P.A.
Burundi ............ ... .. NA
Cameroon ..........iiii 47,628,784 1,310,930 P.A.
CapeVerde ..................... P.A.
Central African Republic . ........... 8,710,258 NA
Chad ........... ... .. il P.A.
Comoros ... NA
Congo(ROC) ... P.A.
Congo DROC) ...t 921,830,192 NA
Coted'lvoire ..................... 164,649,554 P.A.
Djibouti ........... ... ... L P.A.
Equatorial Guinea ................. NA
Eritrea .......... ... ... . NA
Ethiopia ......................... NA
Gabon ......... .. 61,203,980 P.A.
The Gambia ..................... 184,056 210,350 P.A.
Ghana ............ ... .. .l 157,800,151 15,006,148 P.A.
Guinea ... 7,761,977 P.A.
Guinea-Bissau ..............iii..n P.A.
Kenya ... 113,041,466 2,731,304 P.A.
lesotho ............ ... ... ... ... Yes
Liberia ............. ... .. ... L 5,980,110 NA
Madagascar ..................... 38,318,462 P.A.
Malawi ........ ... ... 1,271 P.A.
Mali ... 2,716,474 2,716,474 P.A.
Mauritania .......... ... ... .. ... 6,598,057 P.A.
Mauritius ........ ... .. .. . 28,276,955 Yes
Mozambique ..................... 48,156,266 P.A.
Namibia ........................ 89,528,788 Yes
Niger ... 7,002,759 P.A.
Nigeria ........ ..., 601,636,742 13,958,002 P.A.
Rwanda ......................... 559,569 NA
S&o Tome and Principé ............. P.A.
Senegal ........... . ... . 7,819,754 3,010,584 P.A.
Seychelles ....................... 70,834 P.A.
Sierraleone ........... . 1,740,984 NA
Somalia ......................... NA
South Africa ..................... 445,300,018 258,235,789 Yes
Sudan ... 28,246,331 L
Swaziland ....................... Yes
Tanzania ............cooiiiiiiinn. 21,868,528 326,824 P.A.
TOQO .ot 2,820 P.A.
Uganda ......................... 2,407,512 1,665,133 P.A.
Zambia ... 147,156,683 P.A.
Zimbabwe ....................... 65,959,481 1,904,204 NA
Total ... $3,184,204,367 $311,738,239

1 Exposure is defined as authorization of all forms of support minus repayment and cancellations.

2 Yes = Available for all six types of financing: short, medium, and long term for both private and public buyers of U.S. goods
and services; NA =country is open for specifically financed transactions but short-term, and long-term sectors are not open.; P.A. =
Partially available for some of the six types of financing; L = Support is legally prohibited.

Source: Ex-Im Bank, 2001 Annual Report, pp. 20-23 and CLS
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Table 4-12

TDA Program Activities in Africa, FY 2001

(Funds obligated

Country Title Activity dollars)
Angola Luanda Aiport Upgrade Feasibility Study 322,150
Angola Port of Cabinda Expansion Desk Study 2,500
Angola Port of Cabinda Expansion Feasibility Study 374,850
Cameroon Port of Limbe Project Phase | Assessment Desk Study 2,500
Cameroon Port of Limbe Project - Phase I Feasibility Study 300,375
Cameroon Codilait S.A. Beverage Packaging Feasibility Study 172,500
Cameroon Camlait S.A. Beverage Packaging Feasibility Study 172,500
Cameroon Nickel-Cobalt Mining Desk Study 4,750
Ghana Poultry Processing Facility Desk Study 2,500
Gabon Poultry Processing Facility Feasibility Study 192,825
Gabon Road Infrastructure Definitional Mission 24,923
Ghana Sunyani Municipal Water Desk Study 2,500
Ghana Sunyani Water Treatment and Supply Feasibility Study 365,071
Ghana Government Wide Area Network Definitional Mission 24,518
Ghana Sogakope-Lome Water Supply Definitional Mission 20,000
Guinea Hydroelectric Plants Feasibility Study 140,044
Kenya Power Sector Definitional Mission 25,000
Kenya Power Transmission Feasibility Study 498,804
Mali Bamako-Senou Airport Expansion Technical Assistance 145,000
Mauritius Information Technology Sector Definitional Mission 24,815
Nigeria Agribusiness Sector Definitional Mission 24,946
Nigeria Bauchi State Meat Processing Plant Feasibility Study 70,150
Nigeria Imo-Abia Waste Management Desk Study 2,500
Nigeria Imo-Abia Waste Management Feasibility Study 238,200
Nigeria Bulk Commadities Transit Terminal Desk Study 2,500
Nigeria Independent Power Production Definitional Mission 29,950
Nigeria Ogun State Sugar Factory Desk Study 2,500
South Africa Portnet/ACSA Visit Orientation Visit 846
South Africa Road Radio Project Desk Study 4,685
South Africa La Mercy Airport Intermodal Desk Study 2,500
South Africa La Mercy Airport Intermodal Feasibility Study 291,200
South Africa Point Marine Project Desk Study 2,500
South Africa Point Marine Project Technical Assistance 100,00
South Africa South Africa Tire Recycling Desk Study 2,500
South Africa Integrated Waste Management Desk Study 2,500
South Africa ACSA Noise Abatement Technical Assistance 291,000
South Africa Richards Bay Fluidized Bed Power Desk Study 3,940
Tanzania Heart Institute Desk Study 2,500
Uganda IFC Rural Electrification Technical Assistance 200,553
Uganda Entebbe Airport Development Desk Study 2,500
Uganda Entebbe Airport Development Feasibility Study 287,680
Zambia Kansanshi Power Transmission Feasibility Study 287,970
Zambia Mufulira Deep Mining Feasibility Study 248,540
Africa/ME Regional Project Analyst Technical Assistance 28,579
Africa/ME Regional Maghreb Trade and Investment Conference Technical Symposium 50,032
Africa/ME Regional Benin/Cameroon Agribusiness/ Food Processing Definitional Mission 24,990
Africa/ME Regional Sake Skies Symposium Orientation Visit 73,816
Africa/ME Regional Gaza-Ashkelon Passenger and Freight Rail Link Desk Study 2,500
Africa/ME Regional North African/Middle East Aviation Sector Desk Study 5,000
Africa/ME Regional CCA Africa Major Project Conference Technical Symposium 309,908
Africa/ME Regional Safe Skies Il Orientation Visit 136,784
Africa/ME Regional Middle East Petrochemicals Definitional Mission 29,951
Africa/ME Regional North Africa Interconnection Reinforcement Desk Study 5,000
Africa/ME Regional North Africa Interconnection Reinforcement Feasibility Study 397,896
Africa Regional Port Orientation Visit Orientation 143,943

Total $6,128,684

Source: U.S. Trade and Development Agency, 200! Annual Report, found at Internet address Afjp.//www.tda.gov/abouttda/re-
port2001/pabr_africa-me.htmi, retrieved May 2002.
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U.S. Agency for International Development

USAID implements U.S. foreign economic assistance programs offered by the U.S.
Government. Issues addressed by these programs include sustainable broad-based
economic development and the promotion of democratic ideals and values. USAID’s
program and management challenges in SSA include responses to the HIV/AIDS
pandemic, as well as staff and operating expense constraints.4’

In FY 2001, USAID obligations for SSA totaled $1.3 billion. USAID’s assistance
consisted of $344 million for child survival and disease programs; $424.1 million for
development assistance programs; $466.9 million for Public Law 480, Title II, which
provides food assistance and poverty alleviation through nonprofit, charitable
organizations; and $85.8 million in economic support funds.#8 Table 4-13 contains
additional information on USAID projects in SSA.

Regional programs offered by USAID include: the Africa Regional Program, the Great
Lakes Justice Initiative (GLJI), the Greater Horn of Africa Initiative (GHAI), the Initiative
for Southern Africa (ISA), the Regional Economic Development Service for East and
Southern Africa (REDSO/ESA), the West Africa Regional Program (WARP), and the
Africa Trade and Investment Policy (ATRIP) Program. The Africa Regional Program,
with funding of $191.2 million in FY 2001 provides Africa-specific technical expertise to
support bilateral program development, address transnational issues, and support
other USAID efforts when a geographic focus is necessary.4? The GLII seeks to
strengthen national and local judicial systems and to promote processes for
reconciliation in the Great Lakes region, which includes Rwanda, Burundi, and DROC.
The United States is currently promoting the involvement of other bilateral and
multilateral donors in these efforts.?? The GHAI was launched in 1994 to address the
recurring cycle of crisis, instability, and famine in the Greater Horn region. In 2001, the
program focused on strengthening African regional capacity to improve food security
and manage conflict.>! The REDSO/ESA program supports U.S. national security
goals to foster regional stability, prevent conflict, and promote free and open
markets.>?

The ISA is the USAID’s regional approach to helping the countries in the southern
Africa region achieve equitable, sustainable economic growth, and successful
democracies. ISA programs complement and support broader U.S. foreign policy

47 YSAID, “Africa Overview,” found at Internet address htip-//www.usaid.gov./country/afr.himi,
retrieved on June 4, 2001.

48 USAID, “FY 2003 Congressional Budget Justification,” found at Internet address
http.//www.usaid.gov/pubs/cbi2003/1f/03_table4b.him, retrieved on June 13, 2002.

49 USAID, FY 2003 Congressional Budget Justification, found at Internet address
http.//www.usaid.gov/pubs/cbi2003, retrieved on June 13, 2002.

50 USAID, “Great Lakes Justice Initiative,” found at Internet address htip-//www.usaid.gov/
pubs/bj2001/afr/glji/; retrieved on June 13, 2002.

51 USAID, “Greater Horn of Africa Initiative,” found at Internet address
hitp.//www.usaid.gov/regions.afr.ghail , retrieved on July 15, 2002.

52 YSAID, “Regional Economic Development Services for East and Southern Africa,” found at
Internet address Afjp.//www.usaid.gov/country/afr/redso/, retrieved on June 13, 2002.
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Table 4-13

USAID funds allocated for sub-Saharan Africa,! by major project categories, FY 2001

(Million dollars)
Economic
Development  Child Survival P.L. 480 P.L. 480 Support

Country Fund for Africa and Disease Title Il Title Il Funds Total
Angola ..................... 35 6.4 7.8 5.0 22.7
Benin....................... 4.6 10.0 42 - 18.9
DROC ... 3.1 9.8 - 12.9
Eritrea ......... ... ... . .... 4.6 4.7 - - 9.3
Ethiopia . .................... 15.7 247 38.3 - 78.7
Ghana ..................... 209 15.3 16.3 - 52.4
Guinea .......... i 13.1 9.6 3.9 - 26.6
Kenya ........coovviiiiiinn 226 9.3 73 - 39.2
Liberia...................... 7.8 1.9 44 - 14.1
Madagascar ................. 16.9 4.2 7.2 - 28.3
Malawi ..................0.. 17.7 115 3.0 - 322
Mali ... 25.7 12.3 11 - 39.1
Mozambique . .. .............. 32.7 12.9 19.3 - 64.9
Namibia ................. ... 6.8 35 - 10.3
Nigeria . ... 328 222 250 80.0
Rwanda..................... 85 6.3 10.1 - 249
Senegal ..................... 16.5 7.0 - 234
Sierraleone ................. 3.1 1.9 - 5.0
South Africa ................. 39.1 154 - 545
Tanzania.................... 15.8 10.3 - 26.1
Uganda..................... 311 22.7 9.3 - 63.1
Zambia ................L L 13.7 214 - 35.0
Zimbabwe ................... 7.7 6.0 - - - 13.7

Total ................... 364.1 249.1 132.2 0.0 30.0 775.4

1 Only sub-Saharan African countries receiving direct USAID bilateral assistance are included in this table. These and other

sub-Saharan African countries may receive USAID assistance indirectly through regional programs.
Source: Compiled from USAID data available at Internet address Afjp.//www.usaid.gov/pubs/bj2001/afr. retrieved May 28, 2002.

initiatives, including efforts by the Department of Commerce to create export
opportunities for U.S. firms, efforts by the USTR to negotiate a Trade and Investment
Framework Agreement with the Southern Africa Development Community (SADC),53

and the U.S. Secretary of State’s annual U.S.-SADC Forum.>4

The WARP supports U.S. national interests through its goals of regional political
stability and economic prosperity. The program coordinates current USAID regional
activities in West Africa.%® The ATRIP is one of the main financial support and technical
assistance components offered under AGOA. The ATRIP program provides technical

53 SADC is discussed in more detail in chapter 3.
54 USAID, “Initiative for Southern Africa,” found at Internet address Atp.//www.usaid.gov/
country/afr/isa, retrieved on July 10, 2002.
55 USAID, “West Africa Regional Program,” found at Internet address /Atp.//www.usaid.gov/

country/aft/wafr/, retrieved on July 8, 2002.
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assistance and training to create the environment for trade and private investment. The
program also assists in promoting business linkages between U.S. and African
business associations and business networks. Total ATRIP funding for fiscal year 2002
was $22 million. USAID planned funding for the ATRIP in fiscal year 2001 was
approximately $22 million, although as of June 2002, total fiscal year 2001 funding
was unavailable.%®

Other trade-related initiatives

Generalized System of Preferences Programs

The GSP is a regime of trade preferences granted by the developed countries to
developing countries. The United Nations Conference on Trade and Development
initially proposed GSP in the early 1960s during the Kennedy Round, but it was evident
that the GSP program would violate most-favored- nation status, a requirement of the
GATT. Temporary special waivers for GSP programs, first approved by GATT
members in 1971, were made permanent with the 1979 GATT agreement on
“Differential and More Favourable Treatment, Reciprocity and Fuller Participation of
Developing Countries,” better known as the “Enabling Clause,” negotiated under the
Tokyo Round agreements. As of mid-2002, 16 different GSP programs were in
operation, carried out by 28 developed countries.>’ Under a GSP program, a
developed nation voluntarily reduces tariffs on selected imports from developing
countries. This preference is granted on a nonreciprocal basis; the beneficiary country
is not required to concede additional market access in return. There is no legal
obligation for a country to provide GSP trade benefits, and any country injured
becaé%se of exclusion from a GSP program has no available recourse in international
law.

The Enabling Clause did not establish guidelines for GSP implementation by donor
countries. Consequently, each country designs and maintains its own GSP program
with regard to product coverage and beneficiary eligibility. Each donor nation also
determines its “graduation” criteria, the point at which a developing nation is no
longer in need of any special trade status. Economic eligibility criteria usually include
level of economic development, lack of affiliation with cartels, progress toward
economic liberalization, and the degree to which other developed nations give
preferences to the country in question. Other factors can include affiliation with

56 USAID, “Africa Trade and Investment Policy (ATRIP) Program,” found at Internet address
http.//www.usaid.gov/regions/afr/atrip-overview.htmi, retrieved on June 11, 2002.

57 The nations that grant preferences under the Enabling Clause are Australia, Belarus, Bulgaria,
Canada, the Czech Republic, the EU member nations, Hungary, Japan, New Zealand, Norway, Poland,
Russia, the Slovak Republic, Switzerland, and the United States.

58 Caglar Ozden and Eric Reinhardt, “The Perversity of Preferences: GSP and Developing Country
Trade Policies, 1976-2000,” p. 5, found at Internet address Afp..//www.eserwww.service.emory.edu/
~erein/research/gsp2.pdf, retrieved on Oct. 2, 2002.
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terrorist groups, level of democracy, environmental standards, or human or labor
rights records. Imports of items considered as sensitive products by the donor country
are generally excluded from GSP programs.>? So-called escape clauses may also be
included, generally setting a limit to the amount of any good that a country may export
to a donor nation without losing its GSP eligibility. Although most imports from
developing countries are GSP-eligible, some importers do not apply for the lower GSP
tariffs. Various cited reasons for low utilization rates include lack of exporter
knowledge, administrative complexity, strict rules-of-origin criteria, and lack of
technical capacity.

The United States established its GSP program in 1976. As of mid-2002, the United
States granted preferences to 147 developing nations including most of the SSA
countries. The total value of imports receiving preferences under the U.S. GSP
program in 1997 was $14 billion. The utilization rate®® was 61.1 percent for all
beneficiary countries, and U.S. tariff revenue foregone was estimated at
approximately $242 million. Changes made to the U.S. GSP program in 1997
substantially increased product coverage for imports from LDCs. Product coverage
increased to nearly 100 percent for agricultural products from LDCs and to more than
60 percent for industrial goods. In October 2000, the United States incorporated the
AGOA program into its GSP program, removing almost all tariffs from SSA
beneficiary country imports. (See chapter 2.)

Japan’s GSP program began in 1971,%1 and as of mid-2002, 163 countries received
preferences. The total value of imports receiving preferences under Japan’s GSP
program was $15 billionin 1997. Japan’s GSP utilization rate was 42.5 percent for all
beneficiary countries. An estimated $353 million in tariff revenue was foregone.
Industrial imports to Japan are subject to ceilings under its GSP program. Products can
only be imported at the preferential rate until the ceilings are reached, after which the
MFN rate applies. In 1999, Japan began to provide for graduation of selected
products.52

Canada initiated its GSP program in 1974,%3 and as of mid-2002, granted
preferences to 181 developing nations. GSP program imports into Canada
represented $2.9 billion in 1997. The utilization rate was 65.9 percent for all
beneficéiry countries. Tariff revenue forgone was estimated at approximately $52.6
million.

59 Usually agriculture, textiles, clothing, and fish products. See “Participation of Developing
Countries in World Trade: Overview of Major Trends and Underlying Factors. A note by the Secretariat,”
found at Internet address Atip.//www.unctad.org/en/docs/poitcdisbm52.en.pdf, retrieved on Oct. 2,
2002.

60 ytilization rate is defined as the ratio between imports receiving preference and covered imports.
Source for all cited utilization rates is UNCTAD, “Quantifying the Benefits Obtained by Developing
Countries From the Generalized System of Preferences: Note by the UNCTAD Secretariat,” Oct. 7, 1999,
p. 6-7, found at Internet address Atip.//www.unctad.org/en/docs/poitcdisbm52.en.padf, retrieved on
Sept. 30, 2002.

61 bid., p. 4.

62 |bid., p. 4.

63 UNCTAD, Handbook on the Scheme of Japan 2000/2001, found at Internet address
http.//www.unctad.org/en/docs/poitcdisbm42rl.en.pdf, retrieved on Oct. 2, 2002.

64 UNCTAD,“Quantifying the Benefits Obtained by Developing Countries From the Generalized
System of Preferences: Note by the UNCTAD Secretariat,” Oct. 7, 1999, p. 9, found at Internet address
http.//www.unctad.org/en/docs/poitcdtsbm52.en.pdf, retrieved on Sept. 30, 2002.
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The EU implemented its GSP program in 1971, and as of mid-2002 granted
preferences to 167 countries. In 1997, the total value of imports receiving preferences
was $65 billion, 22 percent of the value of total imports from GSP beneficiaries.5° The
utilization rate®® was 55.9 percent for all beneficiary countries. Total tariff revenue
foregone was estimated at approximately $1.6 billion. In March 2001, the EU
implemented the “Everything But Arms” (EBA) initiative, removing duties from almost
all imports from least-developed countries (LDCs). (The EBA initiative is discribed in the
next section.) In June 2001, in an effort to simplify its GSP program, the EU divided
eligible imports into two categories, sensitive and nonsensitive, replacing the four it
used previously.

The EU incorporated the “Everything But Arms” (EBA) initiative into its GSP program on
March 5, 2001. This program grants duty-free entry to all imports from the 49 LDCs®’
excluding armaments.%8 The EU will gradually eliminate duties on three highly
sensitive products in order to provide an adjustment period for European producers in
these sectors. Reduction of customs duties on fresh bananas commenced on Jan. 1,
2002, and the duties will be eliminated by 2006.59 Duties on rice and sugar will be
phased out between 2006 and 2009.79 To compensate for the time lag in the latter two
products, the EU will establish a tariff-free quota for the products, which will increase
by 15 percent per year until the tariffs are eliminated. The initiative contains a
safeguard clause, which allows the European Commission to rescind preferences
“where imports...massively exceed the usual levels of production and export
capacity” "1 of the LDCs. The initiative is noncontractual, and has no date of expiration
or required renewal process.

As most imports from LDCs have already been accorded duty-free preferences for
most products under GSP and other EU preference programs, the main impact of EBA
is the liberalization of certain European agricultural markets, particularly ones
covered under the Common Agricultural Policy. The market impact on the EU, at least
in the short-term, is likely to be insignificant; LDC exports account for only 1 percent of
EU imports.”2 The potential impact on the agricultural sectors of the LDCs may be far

85 UNCTAD, Handbook on the Scheme of Canada, found at Internet address
hitp-//www.unctad.org/en/docs/poitcdisbm66.en.pdf, retrieved on Oct. 2, 2002.

66 UNCTAD, “Quantifying the Benefits Obtained by Developing Countries From the Generalized
System of Preferences: Note by the UNCTAD Secretariat,” Oct. 7, 1999, p. 10, found at Internet address
htp.//www.unctad.org/en/docs/poitcdtsbm52.en.pdf, retrieved on Sept. 30, 2002.

67 As classified by the United Nations.

68 “Armaments” are all imports included in chapter 93 of the Harmonized System of Trade
Classification.

69 Customs duties on fresh bananas will be reduced by 20 percent per year beginning on Jan. 1,
2002 and will be eliminated by Jan. 1, 2006.

70 Customs duties on rice will be reduced by 20 percent on Sept. 1, 2006; by 50 percent on Sept. 1,
2007; by 80 percent on Sept. 1, 2008; and eliminated by Sept. 1, 2009. Customs duties on sugar will be
reduced by 20 percent on July 1, 2006; by 50 percent on July 1, 2007; by 80 percenton July 1, 2008; and
eliminated by July 1, 2009.

X Official Journal of the European Communities, “Council Regulation (EC) No. 2501/2001,” found
at Internet address  Afp.//europa.eu.int/eur-lex/pri/en/of/dat/2001/1 34620011231 en
00010059.pdf, retrieved on Oct. 17, 2002.

2 Solagral(France), “The (Everything But Arms’ Initiative: What are its consequences for the RESAL
countries?” June 2001, found at Internet address /tip.//www.europa.eu.int/comm/europeaid/
projects/resal/Download/report/mission/coord/0301incoordebaeng.paf, retrieved on Sept. 30,
2002.
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greater. Currently, over 50 percent of LDC agricultural exports are destined for the
EU.”3 The short-term impact of the initiative on the LDCs is likely to be small because of
production capacity constraints.”# Another cited goal of the initiative was that it would
serve as “concrete indication of EU political goodwill towards the LDCs in the context of
preparations for the next round of WTO negotiations.”’®

Medium- and long-term impact will depend, in part, on the degree to which the EBA
initiative encourages LDCs to redirect their exports to Europe, to increase export
volume, and to establish additional export structures.’® Concern has been expressed,
however, that the EU’s June 2001 update to its GSP program will diminish EBA’s
relative advantage to LDCs by further reducing tariff restrictions on imports from all
GSP-eligible countries.””

3 bid.

4 bid.

5 JCTSD Bridges Weekly, “One Eye on the New Round, EU Woos Developing Countries,” vol. 5, No.
7. February 2001, found at Internet address Atip.//www.ictsd.org/html/weekly/ storyl.27-02-01.htm,
retrieved on Sept. 30, 2002.

6 Solagral (France), “The (Everything But Arms’ Initiative: What are its consequences for the RESAL
countries?” June 2001, found at Internet address Ahtp.//www.europa.eu.int/comm/europeaid/
projects/resal/Download/report/mission/coord/0301ncoordebaeng. paf, retrieved on Sept. 30,
2002.

7 Bridges Weekly Trade News Digest “New GSP Adopted by European Union,”vol. 5, No. 42,
found at Internet address Afp.//www.newsbulletin.org/bulletins/getbulletin. CFM?SID=#New %20
GSP%20Adopted%20by%20Furopean%20Union, retrieved on Oct. 2, 2002.
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CHAPTER 5
Industry Sector Profiles

This chapter provides information and analysis on production, trade, and investment
for various industry sectors in sub-Saharan Africa. The sectors include agriculture,
fisheries, and forest products; chemicals; petroleum and energy-related products;
minerals and metals; and textiles and apparel.! These sectors comprise the major items
of trade between the United States and the SSA region. Each sector discussion
provides industry background information, including sector production, industry and
sector issues, and economic and trade policy developments. Trade information is also
provided, including trade between the United States and SSA as well as global SSA
trade. Investment information includes major SSA sector policy developments, U.S.
foreign direct investment position in SSA, major investments, investment issues, and
multilateral lending. The information and analysis generally focuses on developments
that occurred during 2001.2

Data on SSA industry sector production were compiled from numerous sources,
including the U.S. Department of Commerce, the U.S. Department of Energy, the U.S.
Geological Survey, the Central Intelligence Agency, the United Nations, various U.S.
and international industry trade associations, and various industry-specific statistical
publications. Data on SSA global trade were compiled from statistics of the United
Nations. Data on U.S.-SSA trade were compiled from official statistics of the U.S.
Department of Commerce. Data on U.S. foreign direct investment in SSA were
compiled from statistics of the U.S. Department of Commerce.

1 The sectors generally are in the order of the Harmonized Tariff Schedules.
2n some cases, the latest available data are for 2000.
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Industry Overview

The agriculture, fisheries, and forest products sector is a
major component of the SSA economy. In 1999, agriculture
contributed 18 percent of SSA GDP, 70 percent of
employment, and 40 percent of exports.2

During the period 1996-2000, sector production was
relatively flat, increasing at an average annual rate of less
than 1 percent, by quantity. Production was highly
concentrated; the top two countries, Nigeria and South
Africa, together accounted for one-third and the top five
accounted for more than one-half of the total quantity of
SSA production in 2000.3

Agricultural crops, by far, accounted for the largest share
of sector production, nearly two-thirds of the total, by
quantity, in 2000. The leading crops produced in SSA
included cassava, cereals, sugar cane, and fruit. Forest
products production was the second leading sector
category, accounting for about one-third of the total. Fuel
wood comprised 90 percent of forest products production
in SSA. Livestock and fishery products production were very
small parts of sector production.4
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The mix of sector production varied by country. In Nigeria,
crops (mainly cassava, yams, oil palm fruit, and sorghum)
comprised 79 percent (by weight) of sector production,
and in South Africa, crops (principally sugar cane, maize,
alfalfa, and wheat) comprised 77 percent of sector
production. In Ethiopia, forest products comprised 59
percent of sector production.S

Industry and Sector Issues

Arable crop land in the SSA generally is relatively low in
quality. SSA agricultural production is often constrained by
the inability of farmers to obtain necessary inputs at
affordable prices. Because much of the remaining land in
SSA is marginal for agriculture, opportunities to increase
agricultural output through expansion of arable lands are
limited.6 In addition, SSA agriculture has been plagued by
poor policies, institutional failures, heavy state control,
inadequate infrastructure, and antiquated farming
methods.

Food security continues to be a concern in SSA, partly due
to continuing political unrest in some countries.” In 2001,
337 million of SSA’s total 589 million people were
inadequately fed. The number of hungry people in SSA is
projected to increase over the next decade to 367 million.8

Food shortages currently exist in several southern SSA
countries (mainly Zambia, Malawi, and Zimbabwe) due to
low rainfall, and the resulting higher price of corn has
limited access to food for a large segment of the
population within drought-stricken areas. SADC estimates
an overall corn deficit of more than 3 million metric tons,
and it is estimated that food security will continue to
worsen through early 2003. Inadequate transportation
infrastructure often hampers efforts to transport food from
areas of plentiful harvest to drought-stricken regions.9

Cereal food aid pledges to SSA totaled about 2.6 million
metric tons for marketing year 2000/2001. Principal
recipients included Ethiopia (32 percent of the total), Kenya
(12 percent), and Eritrea (9 percent). Principal donors
included the World Food Program of the United Nations
(49 percent of the total), the United States (35 percent),
and the EU (12 percent).10

In Zimbabwe, the redistribution of commercial farm land
has exacerbated the impact of drought. In addition to its
short-term adverse impact on production, sources
estimate that the redistribution stands to reduce
economies of scale for some crops.11

Climate change resulting from global warming is expected
to reduce agricultural productivity in SSA through greater
rainfall variability. This likely will increase food insecurity and
the incidence of certain diseases, such as malaria.12

SSA agricultural research generally lags behind the world.
However, many SSA countries are recognizing the potential
for genetically modified (GM) products and genetically
improved varieties. South Africa has adopted an ambitious
strategy to develop its agricultural biotechnology industry,
has introduced GM soya, white maize, and cotton, and now
has the capacity to produce GM crops specifically tailored
to local growing conditions. Kenya has introduced GM
sweet potatoes and cotton. New, high-yield, high-protein,
rice varieties are to be introduced in seven SSA pilot
countries.13



The HIV/ZAIDS pandemic is adversely affecting SSA. The
prevalence of this and other diseases, such as
tuberculosis, diarrhea, and respiratory infections, directly
undermines efforts to improve agricultural productivity by
reducing the availability and quality of labor and by
imposing additional cost burdens on family members.
Indirectly, HIV/AIDS will adversely affect nutritional intake
in those countries that switch to less labor-intensive, but
less nutritious crops, such as corn to cassava, in
response to labor shortages.14

Low prices for major SSA export commodities have
adversely affected several SSA countries. Low coffee
prices have discouraged production in Cote d’lvoire,
Kenya, Uganda, and Ethiopia, with Kenyan production
dropping by 50 percent in 2001. Crops have been
abandoned in Kenya and Céte d'lvoire, and the plunge has
severely reduced the foreign exchange reserve of Ethiopia,
which depends on coffee exports for 60 percent of this
reserve.15

Production methods for certain important SSA
commodities, mainly coffee and cocoa, have come under
criticism in major export markets. Environmental
production practices and prices paid to farmers are of
issue in the production of coffee, and cocoa production
has come under increasing scrutiny in world markets
because of child-labor practices.16

Economic and Trade Policy Developments

Some SSA countries have begun relaxing government
control of their agriculture industries. In October 2000,
Ghana partially privatized the external marketing of its
cocoa production, and in 2002, Kenya partially privatized
its coffee industry and its largest sugar company.17

A dependence on a narrow range of export commodities
places many SSA countries at the mercy of fluctuations in
world commodity prices. In response to low commodity
prices, Ghana has initiated price-driven incentive policies
to encourage cocoa production, and Céte d'lvoire will
subsidize its coffee producers.18

There is increasing concern among SSA countries
regarding GM products, particularly with respect to
increasing global market restrictions on these products.
Because of traditionally strong ties to the United Kingdom
and the Netherlands, South Africa’s agricultural
biotechnology policy is affected by the EU, which currently
has closed its market to most GM products. South
African fears of potential trade friction with the EU have
slowed its development of a national biotechnology
strategy. South Africa has capitalized on the market for
non-GM grains by importing GM varieties for domestic
consumption and selling its output of non-GM varieties
abroad.19

Concerns over GM products also prompted Zimbabwe
and Zambia to refuse food aid containing GM corn during
the summer of 2002. Such refusals would greatly
exacerbate the impact of food shortages caused by
drought.20

In May 2001, an agreement was signed by South African
agricultural groups and farm worker unions to improved
pay and working conditions for South African farm
workers.21

Certain SSA countries are moving to protect and develop
their own fishing industries and are increasingly excluding
foreign vessels from their waters. In January 2002,
Ghana passed a law prohibiting foreign trawlers in
territorial waters. Namibia is considering a total ban on
pilchard fishing due to depleted stocks.22
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In efforts to protect domestic interests, several SSA
countries have recently raised tariffs on agricultural
products. In March 2002, Kenya raised duties on
imported dairy products and wheat. In January 2001,
Nigeria raised duties on rice and announced a ban on
imports of bulk vegetable oils. In March 2002, Nigeria
imposed large tariff increases, particularly for
agricultural and processed food products.23

SSA countries have made progress towards meeting
international sanitary and phytosanitary (SPS)
requirements. The South African fruit industry has
implemented protocols to meet the requirements of
European markets and in February 2002, Uganda
resumed exports of fish products to the EU.24

In May 2001, Nigeria instituted new customs clearance
procedures requiring 100 percent inspection of all
imports to counter tariff avoidance. The resulting port
congestion and abandonment of some shipments
resulted in a drop in national retail sales of imported
processed food products by 50 percent.25
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EU ..o 48 Wheat, not durum (1001.90) ... 8
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U.S. sector imports under AGOA
(including GSP), by source, 2001
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Key U.S. Import Developments

U.S. sector imports from SSA totaled $956 million in
2001, down 6 percent from the previous year. SSA
accounted for about 1 percent of total U.S. sector
imports in 2001.

In 2001, the top five import commodities at the
6-digit HS level accounted for 50 percent of total
imports. Cocoa beans (HS 1801.00) accounted for
26 percent; vanilla beans (HS 0905.00) for 9
percent; stemmed and stripped tobacco (HS
2401.20) for 6 percent; coffee not roasted or
decaffeinated (HS 0901.11) for 5 percent; and frozen
fish fillets (HS 0304.20) for 4 percent.

Cote d'lvoire and South Africa supplied about 50
percent of all U.S. sector imports from SSA.
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Key AGOA Trade Developments

In 2001, the value of U.S. sector imports under AGOA
(including GSP) was $175 million, representing 2
percent of total AGOA imports and 18 percent of total
sector imports from SSA. South Africa was by far the
largest source for U.S. imports under AGOA in the
sector in 2001, accounting for half of such imports.

The principal products imported under AGOA were
raw cane sugar (HS 1701.11), at $28 million or 16
percent of the total; stemmed and stripped tobacco
(HS 2401.20), $24 million or 14 percent); and fresh
oranges (HS 0805.10), $14 million or 8 percent.

AGOA contributed to an increase in South African
citrus fruit shipments to the United States from $8.3
million in 2000 to $20.2 million in 2001. South
African citrus output is forecast to increase 5 percent
and exports to increase 69 percent in 2002.26

Kenyan efforts to take advantage of AGOA for fresh
produce have been hampered by SPS requirements
and high freight charges. Kenya is actively seeking
U.S. technical assistance to update its pest risk
analysis facilities to international standards.27

U.S. canned pear producers sought in 2002 to have
duties reimposed on canned pears under AGOA.
Virtually all such imports from AGOA countries are
from South Africa.28

Key U.S. Export Developments

U.S. sector exports to SSA totaled $796 million in
2001, down 13 percent from the previous year. SSA
accounted for about 1 percent of total U.S. sector
exports in 2001.

In 2001, the top four export commodities at the
6-digit HS level accounted for 50 percent of total
exports. These included wheat other than Durum (HS
1001.90), 36 percent; milled rice (HS 1006.30), 6
percent; books, brochures, and leaflets (HS
4901.99), 4 percent; and frozen chicken cuts and
offal (HS 0207.14), 4 percent.

U.S. exports of grain to SSA countries were about
$360 million in 2001, a 10 percent drop from 2000.
Nigeria, Ghana and South Africa purchased 75
percent of the total. About three-quarters of U.S.
grain exports to the region in 2001 consisted of
wheat, one-eighth of rice, and the remainder was
mostly corn.

A high proportion of U.S. grain sales to SSA consist of
food aid sales under humanitarian assistance or
export credit programs. U.S. exports to Nigeria are
mostly commercial sales, but those to most other
SSA countries are food aid or donations. The 10
percent drop in U.S. exports occurred because of
fewer food aid exports to South Africa, Ethiopia,
Mozambique, the Democratic Republic of the Congo,
and the Republic of the Congo.

U.S. wheat sales to Nigeria in 2001 increased $65
million (43 percent) from the 2000 total, but did not
offset the drop to other countries. Higher per capita
income and lower tariffs on wheat helped Nigeria
become the fourth largest foreign market for U.S.
wheat exports.29

In December 2000, South Africa imposed prohibitive
antidumping duties on imports of bone-in dark meat
chicken cuts from the United States, effectively
eliminating such imports by 2002.30
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Major SSA sector investment policy developments

Country/region Development

Malawi A new land ownership policy in Malawi pro-
hibits foreigners from owning land.3!

Kenya In June 2002, Kenya abolished tax conces-
sions and imposed 100 percent duties on im-
ported sugar, affecting Del Monte operations
in that country.32

Zimbabwe In 2002, Zimbabwe effected a land redistribu-

tion policy that seriously disrupted domestic
farm output and jeopardized investments.
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Major Investments

U.S. FDI in SSAs food and kindred products category
totaled $90 million in 2001, down from $222 million
in 1997. South Africa has been by far the leading
destination country. Sector FDI was about 1 percent of
the total for all industries in SSA and less than 0.5
percent of world total for the food and kindred
products sector.33

Numerous U.S. and foreign-based multinational food
product corporations report operations and
investments in the SSA region. Among these include
H.J. Heinz (Seychelles, Ghana, South Africa,
Botswana, Zimbabwe), Kellogg (South Africa), Mars
(South Africa, Cote d'lvoire), Nestlé (South Africa,
Cameroon, Coéte d'lvoire, Gabon, Ghana, Guinea,
Kenya, Mauritius, Nigeria, Senegal, Zimbabwe), Kraft
(Cote d'lvoire, Ghana, Kenya, Malawi, Nigeria, South
Africa, Tanzania, Uganda, Zambia, Zimbabwe), Wrigley
(Kenya), Cargill (Cameroon, Cote d'lvoire, Kenya,
Nigeria, South Africa, Tanzania, Zimbabwe), Dole
(Cameroon, Ghana, Cote d'lvoire, Kenya, Namibia,
South Africa, Zimbabwe), and Coca-Cola (Nigeria,
South Africa).34

Recent investment activity reported by multinational
food product corporations in SSA include the following:
$8 million in capital expenditures by the Coca-Cola
Company; a 100,000 ton capacity cocoa processing
plant in Céte d'lvoire by Cargill; and the acquisition of
John West Foods in South Africa by Heinz.35

Various government agencies are making efforts to
match partners for investment opportunities. For
example, lllinois is focusing trade and investment
efforts on Tanzania, South Africa, Botswana, and
Ghana, and a U.S. fruit-processing firm is reportedly
looking for partners within COMESA. The governments
of South Africa and the United Kingdom are reportedly
working to identify partnerships that would lead to
increased agricultural trade.36

A Uganda project to farm Nile perch in Lake Victoria is
being funded by USAID. Uganda is looking to replenish

dwindling fish stocks and increase exports, particularly
to non-European markets, such as the Middle East and
Asia.37

Investment Issues

Major multinational agribusiness enterprises have
identified the following major investment barriers in
SSA: restrictions on profit repatriation, foreign
exchange controls, inadequate infrastructure,
government policy changes and uncertainty, and
inadequate legal systems.38

SSA domestic agricultural enterprises have identified
such investment-limiting factors as financing
obstacles, weak research and extension services,
unstable government policies, and cumbersome land
ownership and leasing procedures.39

Specific FDI constraints include political instability and
corruption in many SSA countries, relatively low GDP
levels and growth rates, relatively high tariffs and other
trade restrictions, and unstable exchange rates.40

Recent progress has been made in improving policies
and conditions affecting sector investment in SSA. In
particular, market liberalization measures, such as
privatization of production and state trading
enterprises, have encouraged such investment in
recent years.41
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According to a survey of investment promotion
agencies conducted by UNCTAD, the food and
beverage sector ranked as the second most
attractive sector for FDI in SSA. The agriculture
sector ranked sixth, fishery sector ranked eleventh,
and the forestry sector ranked sixteenth.42

Multilateral Lending

In 2002, the International Fund for Agricultural
Development announced $42 million in loans to
Uganda and Nigeria to assist in rural and agricultural
development, particularly small-scale farmers and
entrepreneurs and loans to Mozambique and Benin
to assist in development of fisheries.43
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In February 2002, the African Development Bank
(AfBD) announced a $5 million loan to Mauritius for
new waste treatment systems that will provide
additional irrigation water and compost for sugar
cane farmers.44

In June 2002, AfDB approved a loan to finance new
coffee production, processing, and marketing
operations in Uganda.45

Eighty thousand Nigerian farmers have utilized a $4
million micro-credit fund from the United Nations
Development Program.46



ENDNOTES

1 This sector includes Harmonized System chapters O1
through 24 and 44 through 49, and portions of chapters 35,
41, 43, 51, and 52.

2 World Bank, “Sub-Saharan Africa Data Profile,” found at
Internet address http.//devdata.worldbank.org/external/
dgprofile.asp?, retrieved July 3, 2002. Also see Corporate
Council on Africa, Africa 2002, Business Books International,
New Canaan, CT (2001), p. 98; and World Bank,
“Sub-Saharan Africa,” World Bank Brief, found at Internet
address http.//www.worldbamk.org/afr/overview.pdf,
retrieved June 17, 2002.

3 Based on data of the Food and Agriculture Organization
of the United Nations.

4 Ibid.

S |bid.

6 Keith Wiebe and Abebayehu Tegene, “Resource Quality,
Agricultural Productivity, and Food Security in Developing
Countries;” USDA, ERS, Food Security Assessment GFA-12,
December 2000, p. 26; USDA, FAS, Ghana Cocoa Situation
Report, 2000, GAIN Report #GH0002, Oct. 6, 2000, p. 3;
USDA, FAS, Nigeria Cotton and Products Annual, 2001,
GAIN Report #NI1011, May 22, 2001, p. 1; and Shahla
Shapouri and Stacie Rosen, “Toll on Agriculture from
HIVZAIDS in Sub-Saharan Africa,” USDA, ERS, Agriculture
Information Bulletin No. 765-9, June 2001.

7 Corporate Council on Africa, Africa 2002, p. 98; and
Shapouri and Rosen, “Toll on Agriculture from HIV/ZAIDS in
Sub-Saharan Africa.”

8 Stacey Rosen, “Sub-Saharan Africa,” USDA, ERS, Food
Security Assessment GFA-13, March 2002, p. 10.

9 U.S. Department of State telegram, “Zambia’s Maize
Shortage Unabated,” message reference No. 03370,
prepared by U.S. Embassy, Lusaka, Oct. 12, 2001; U.S.
Department of State telegram, “Maize Shortfall and Higher
Maize Prices in Malawi,” message reference No. 01931,
prepared by U.S. Embassy, Lilongwe, Oct. 16, 2001;
MBendi, “Zambia declares food disaster,” news release found
at Internet address http.//www.mbendi.co.za/a_sndmsg/
news_view.asp?P=0&PG/=11&/, retrieved June 14, 2002;
USAID, “US AID Response to Drought in Southern Africa,”
found at Internet address http.//www.usaid.gov/press/
releases/2002/1s020510.html, retrieved June 17, 2002;
and USAID, “Southern Africa-Complex Food Security Crisis
Situation Report #5 (FY) 2002,” found at Internet address
http://www.usaid.gov/hum_response/ofda/southernafrica_
sr5 fy02.htmi, retrieved June 17, 2002.

10 Food and Agricultural Organization of the United
Nations, Global Information and Early Warning System on
Food and Agriculture, Food Supply Situation and Crop
Prospects in Sub-Saharan Africa, No. 3, Dec. 2001, p. 15.

11 MBendi, “Drought blamed as Mugabe declares state of
disaster over food shortages,” news release found at Internet
address http.//www.mbendi.co.za/a_sndmsg/
news_view.asp?P=0&PGI/=11&/=33162&M=0, retrieved June
14, 2002; Nando Times, “World: Zimbabwe white farmers
prepare for government takeover,” found at Internet address
http://www.nandotimes.com/world/story/446 724p-3574
703c. html, retrieved June 26, 2002; and Foodnews, “Land
grabs ruin Zimbabwe citrus,” vol. 30, No. 8, Feb. 15, 2002,
p. 9.

12 Roy F. Darwin, “Climate Change and Food Security,”
USDA, ERS, Agriculture Information Bulletin No. 765-8, June
2001; and World Bank, “Sub-Saharan Africa,” World Bank

122

12_Continued
Brief found at Internet address http.//www.worldbank.org/
afr/overview.htmn, retrieved June 17, 2002

13 MBendi, “Soya is SA's latest modified crop” and “Africa is
falling behind in agricultural research,” news releases found at
Internet address http.//www.mbendi.co.za/a_sndmsg/
news_view.asp?P=0&PG=11/, retrieved June 14, 2002; U.S.
Department of State telegram, “South Africa Making
Biotechnology a Focus for Future Development,” message
reference No. 05919, prepared by U.S. Embassy, Pretoria,
Oct. 5, 2001; USDA, FAS, Kenya Biotechnology in Kenya,
2001, GAIN Report #KE1005, Oct. 29, 2001, p. 2; USDA,
FAS, Kenya Cotton and Products The Kenya Cotton Industry,
2001, GAIN Report #KE1006, Oct. 29, 2001, p. 3; and
MBendi, “New rice varieties to benefit sub-Saharan Africa,”
news release found at Internet address Attp.//www.mbendi.
co.za/a_sndmsg/news_view.asp?/=37256,retrieved June 14,
2002.

14 World Bank, “Sub-Saharan Africa,” World Bank Brief
found at Internet address http.//www.worldbamk.org/aft/
overview.pdf, retrieved June 17, 2002; Shahla Shapouri and
Stacey Rosen, “Food Security Assessment: Regional Overview,”
USDA, ERS, Agricultural Information Bulletin Number 765-1,
April 2001 ; USAID, “Southern Africa - Complex Food Security
Crisis Situation Report #5 (FY) 2002,” found at Internet
address http.//www.usaid.gov/hum_response/ofda/
southernafrica_sr5_fy02.html, retrieved June 17, 2002; and
Shapouri and Rosen, “Toll on Agriculture from HIV/ZAIDS in
Sub-Saharan Africa.”

15 MBendi, “Uganda suffers as a result of falling coffee
prices,” news release found at Internet address
http:.//www.mbendi.co.za/a_sndmsg/news_view.asp?P=0&P
G/=11&/..., retrieved June 14, 2002: Mbendi, “Kenyan coffee
production dips by 50 percent,” news release found at Internet
address http.//www.mbend).co.za/a_sndmsg/
news_view.asp?P=0&PG/=11&/, retrieved June 14, 2002;
USDA, FAS, Kenya, Coffee Annual, 2002, GAIN Report
#KE2004, May 8, 2002, p. 1; USDA, FAS, Cote d'lvoire,
Coffee Annual, 2002, GAIN Report #V2003, May 13, 2002,
p. 1; and MBendi, “Plunge in coffee prices hit Ethiopia’'s forex
reserves,” news release found at Internet address
http://www.mbendi.co.za/a_sndmsg/news_view.asp?P=0&P
G/I=11&l..., retrieved June 14, 2002.

16 See, for example, Global Exchange, Fair Trade Coffee
Campaign, found at Internet address
http-//www.globalexchange.org/economy./coffee/, retrieved
Sep. 23, 2002; and International Institute of Tropical
Agriculture, Child Labor in the Cocoa Sector of West Africa,
found at Internet address http.//www.iita.org/news/
cocoa.pdf, retrieved Aug. 6, 2002.

17 USDA, FAS, Ghana Cocoa Situation Report, 2000, GAIN
Report #GH0002, Oct. 6, 2000, p. 1; USDA, FAS, Kenya
Coffee Annual, 2002, GAIN Report #KE2004, May 8, 2002,
p. 1; and USDA, FAS, Kenya Sugar Annual, 2002, GAIN
Report #KE2003, Apr. 9, 2002, p. 1.

18 USDA, FAS, Ghana Cocoa Situation Report, 2000, p. 5;
and USDA, FAS, Cdte d'lvoire, Coffee Annual, 2002, GAIN
Report #IV2003, May 13, 2002, p. 1.

19 U.S. Department of State telegram, “South Africa
Making Biotechnology a Focus for Future Development,”
message reference No. 05919, prepared by U.S. Embassy,
Pretoria, Oct. 5, 2001.



ENDNOTES-Continued

20 U.S. Department of State telegram, “Demarche to
SADC Secretariat and Member States: The Urgent Case for
Genetically Modified Food,” message reference No. 145379,
July 30, 2002.

21 U.S. Department of State telegram, “Workers on
Commercial Farms Struggle for a Decent Standard of Living,”
message reference No. 00723, prepared by U.S. Consul,
Johannesburg, May 31, 2001.

22 MBendi, “West Africa focuses its investments on
upgrading,” news release found at Internet address
http://www.mbendi.co.za/a_sndmsg/news_view.asp?P=0&
PGI=11&/, retrieved June 14, 2002; MBendi, “Fishing in
Ghana'’s waters is for Ghanaians only,” found at Internet
address http.//www.mbendj.co.za/a_sndmsg/
news_view.asp?P=0&PG=11&/=32488&M=0, retrieved June
26, 2002; and Foodnews, “Pilchard fishing quotas likely to be
slashed,” vol. 30, No. 14, Mar. 29, 2002, p. 5.

23 Foodnews, “Kenya raises tariffs on dairy goods,” vol.
30, No. 13, Mar. 22, 2002, p. 6; USDA, FAS, Kenya Grain
and Feed Wheat Update, 2002, GAIN Report #KE2001,
Mar. 22, 2002, p. 1; USDA, FAS, Nigeria Grain and Feed
Rice Situation, 2001, GAIN Report #NI11024, Dec. 7, 2001,
p. 1; USDA, FAS, Njgeria Oilseeds and Products Annual,
2002, GAIN Report #NI2002, Feb. 20, 2002, p. 1; and
U.S. Department of State telegram, “Nigeria: GON
Implements Protectionist Tariff Schedule,” message reference
No. 01163, prepared by U.S. Embassy, Abuja, Apr. 12,
2002.

24 USDA, FAS, South Africa, Fresh Deciduous Fruit
Annual, 2002, GAIN Report #SF2001, Feb. 14, 2002, p.
11; Foodnews, “Uganda renews fish exports to EU,” vol. 30,
No. 7, Feb. 8, 2002, p. 9; Foodnews, “Fish farming in Lake
Victoria,” vol. 30, No. 27, June 28, 2002, p. 3.

25 USDA, FAS, Nigeria Trade Policy Monitoring Imports of
High-Value Food Drop Sharply, 2001, GAIN Report #NI1016,
Jul. 31, 2001, p. 1.

26 USDOC, ITA, U.S.-African Trade Profile, found at
Internet address http:.//www.agoa.gov./traproflO2.pdf,
retrieved June 17, 2002; and Foodnews, “SA citrus rise,”
vol. 30, No. 24, June 7, 2002, p. 6.

27 USDA, FAS, Kenya Horticultural Situation, 2002, GAIN
Report #KE2006, June 20, 2002, p. 5; and MBendi, “Kenya
to diversify products for export to US,” news release found at
Internet address http.//www.mbendl.co.za/a_sndmsg/
news_view.asp?P=0&PG=11&/=33841&M=0&CTRL=S,
retrieved June 14, 2002.

28 Foodnews, “South Africa battles to halt U.S. duty
imposition,” vol. 30, No. 25, June 14, 2002, p. 5.

29 USDA, FAS, Nigeria Grain and Feed Annual, 2002,
GAIN Report #NI2009, Apr. 18, 2002, p. 1.

30 USDA, FAS, South Africa, Poultry and Products
Annual, 2001, GAIN Report #SF1020, Aug. 16, 2001, p. 4.

31 MBendi, “Malawi: land row erupts,” news release found
at http-//www.mbendi.co.za/a_sndmsg/news_view.
asp?P=0&PG=11&I=36658&M=0&CTRL=S, retrieved June
14, 2002.

32 Foodnews, “Kenyan taxation puts Del Monte in
jeopardy,” vol. 30, No. 27, June 28, 2002, p. 11.

33 USDOC, BEA, U.S. Direct Investment Position Abroad
on a Historical-Cost Basis: Country Detail by Industry, 2001,
obtained by email, Jul. 23, 2002. Data for some countries
are not disclosed owing to confidentiality.

123

34 Various corporate annual reports. Companies may have
operations or investments in additional SSA countries.

35 Coca-Cola Company, 2001 Annual Report, p. 53;
Cargill, Worldwide Presence, found at Internet address
http://www.cargill.com/prodserv./country/cotedivoire. htm,
retrieved July 12, 2002; and H.J. Heinz Company, Annual
Report 2001, p.19.

36 U.S. Department of State telegram, “State of lllinois
Seeks Investment Opportunities in Tanzania,” message
reference No. 02327, prepared by U.S. Embassy, Dar Es
Salaam, Jun. 19, 2001; MBendi, “U.S. based fruit-processing
firm looking for COMESA partners,” news release found at
Internet address http.//www.mbendi.co.za/a_sndmsg/
news_view.asp?P=0&PG/=11&/, retrieved June 14, 2002;
and MBendi, “SA and UK establish agricultural partnership,”
found at Internet address http.//www.mbendi.co.za/
a_sndmsg/news_view.asp?P=0&PG=11&/I=34649&M=0,
retrieved June 26, 2002.

37 Foodnews, “Uganda renews fish exports to EU,” vol.
30, No. 7, Feb. 8, 2002, p. 9.

38 Vince Ruddy and others, “The Changing Environment for
Southern African Agribusiness: Perspectives of Regional and
International Companies,” Southern African Agribusiness.:
Gaining through Regional Collaboration, World Bank Technical
Paper No. 424, February 1999, pp. 23-24.

39 |bid, pp. 15-16.

40 Stacey Rosen and Shahla Shapouri, USDA, ERS, “The
African Growth & Opportunity Act: How Much Opportunity?,”
Agricultural Outlook, August 2000, p. 20.

41 Ruddy and others, “The Changing Environment for
Southern African Agribusiness,”, p. 23.

42 Corporate Council on Africa, Africa 2002, Business
Books International, New Canaan, CT, 2001, p. 62.

43 International Fund for Agricultural Development, “IFAD
to Support an Agricultural Modernization Programme in the
Republic of Uganda,” found at Internet address http.//
www.ifad.org/media/press/2002/07-02. htm, retrieved
June 26, 2002; “Programme Agreement Signed for USD
29.9 Million IFAD-initiated Community-Based Agricultural and
Rural Development Programme in Federal Republic of
Nigeria,” found at Internet address http.//www.ifad.org/
media/press/2002/28-02.htm, retrieved June 26, 2002;
“IFAD to Support the Sofala Bank Artisanal Fisheries Project in
the Republic of Mozambique,” found at Internet address
http://www.ifad.org/media/press/2002/15-02. htmn,
retrieved June 26, 2002; and “IFAD to Assist in the
Participatory Artisanal Fisheries Development in the Republic
of Benin,” found at Internet address http.//www.ifad.org/
media/press/2002/16-02.htm, retrieved June 26, 2002.

44 MBendi, “The African development bank approves a US
$5.03 million and euro 5.75 million loan to Mauritius,” news
release found at Internet address http.//www.mbendi.co.za/
retrieved June 26, 2002.

45 MBendi, “African Development Bank approves a $2.5
million loan to finance the kaweri coffee plantation project in
Uganda,” news release found at Internet address
http://www.mbendi.co.za/a_sndmsg/news_view.asp?P=0&
PG=11&/I=33528&M=0, retrieved July 1, 2002.

46 MBendi, “Thousands of Nigerian farmers benefit from
UNDP micro-credits,” news release found at Internet address
http://www.mbendi.co.za/a_sndmsg/news_view.asp?P=0&
PG=11&/=3396 7&M=-0&CTRL=S, retrieved June 14, 2002.



124



CHEMICALS

BACKGROUND

SSA sector production, by country, 2000 *  The major western SSA chemical industries (primarily in
($16.6 billion) Nigeria) are largely based on crude petroleum and natural

gas resources located within their borders, and rarely
import petroleum products or gas derivatives for use as
All other 29% feedstocks.

South Africa 71%

e Chemical production in South Africa, mostly based on
organic chemicals derived from coal, contributes 5
percent of South Africa’s GDP and accounts for 25
percent of all South Africa’s sales of manufactured
products.

Industry and Sector Issues

e  SSA's chemical production capacity grew rapidly during the
late 1990s, as several multinational chemical companies
sought to capitalize on the crude petroleum and natural

Source: USITC estimates based on information from gas reserves found in Nigeria.
MBendi; Chemical & Engineering News, "World e Producers were forced to delay many planned projects
SrS\%naEaIUOSlét,L%cJSkMaIDrEg.t }zzlsggr%}; ,ngpg?t_ 54_0' during 2001 and postponed completion on some projects
Chemicals-South Africa. Dec. 5. 2001 and USDOC. already under construction due to financial problems,
US&FCS Market Research Reports: The Chemicals problems with civil conflicts that caused interruptions in
Industry—South Africa, material supplies, and the uncertain availability of needed
Oct. 26, 1999. resources.

SSA sector production, by product, 2000 ¢ Infrastructure constraints owing to civil disturbances and

($16.6 billion) the lack of preexisting transportation links has caused

significant unforeseen expenses in recent years. For
example, inconsistent deliveries of feedstock natural gas
to two new petrochemical complexes that produce plastics
and fertilizers in Port Harcourt, Nigeria forced these
plants to run at about 20 percent of installed capacity.2

Organic chemicals
Rubber and plastics

Inorganic chemicals . ) : .
¢ Demand has increased steadily for certain pharmaceutical

products due to the rapid spread of certain diseases,
such as AIDS and other AIDS-related infections.3

¢ As of March 2001, 39 foreign pharmaceutical
manufacturers had filed petitions to challenge a South
African law (Medicines and Related Substances Control
Amendment Act) allowing domestic drug companies to buy
inexpensive, generic substitutes for patented AIDS drugs.
In April 2001, these companies dropped their challenges,

Pharmaceuticals
Specialty chemicals
Fertilizers

Miscellaneous chemical products

0 10 20 30 40 50

Share of total (percent) thereby allowing South African drug companies both to
) ) ) purchase and to produce the generic substitutes to help
Source: USITC estimates based on information from treat the large number of HIV-positive individuals in their
MBen(_:Il; Chemical & Engineering News, “World population.4
Chemical Outlook,” Dec. 17, 2001, pp.26-40; :
USDOC, US&FCS Market Research Reports: e Sales of many nonessential consumer chemical products
Chemicals-South Africa, Dec. 5, 2001; and USDOC, in SSA, such as cosmetics, toiletries, and perfumes, are

US&FCS Market Research Reports: The Chemicals

Industry—South Africa, Oct. 26, 1999. limited owing to relatively low levels of discretionary income

compared with the U.S. market.

Industry Overview

«  The majority of the chemical production located in SSA is Economic and Trade Policy Developments

targeted at meeting local needs, with production dominated e In April 2001, the Pharmaceutical Manufacturers

by such chemical end-use products as soaps and synthetic Association ended its legal challenge to South Africa’s
detergents, pharmaceuticals, rubber and plastics products, Medicines and Related Substances Control Amendment
and fertilizers. Act. As a result, the South African Government agreed

that their implementation of the Act would remain
consistent with the WTO rules governing intellectual
property rights.

e Domestic companies involved in the SSA chemical industry
range from smaller domestic privately owned companies
that specialize in limited product lines to larger domestic

companies that are more vertically integrated and produce e U.S. trade programs such as GSP and AGOA have helped
different products most often based on a specific type of improve the ability of SSA nations to export chemical
basic feeedstock chemical. Also, various state-owned firms products to the U.S. market. However, the emphasis of
and multinational companies with facilities throughout the SSA nations remains on developing their domestic

region generally produce a broader range of products than industries to take advantage of their own domestic

most of the privately owned domestic producers. resources.
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SSA sector global imports, by country, 2000
($8.0 billion)

South Africa 38%
All other 37%

Zimbabwe 4%
Cote d'lvoire 4%
Kenya 4%

Nigeria 13%

Source: United Nations.

SSA sector global imports,
by HS chapter, 2000

($8.0 billion)
Rubber and plastics (39,40) E‘)]
Pharmaceuticals (30) 20
Organic chemicals (29) 9
Inorganic chemicals (28) 6
All other 35

0 5 10 15 20 25 30 35 40
Share of total (percent)

Source: United Nations.

Major Share of Major Import Share of
Import Total Item Total
Source (2000) (percent) (6-digit HS) (2000) (percent)
France .............. 15 Pharmaceuticals (3004.90) .... 12
South Africa ......... 10 Bus and truck tires (4011.20) .. 2
Germany .............. 9 Insecticides (3808.10) ......... 2
United States ......... 9
United Kingdom ....... 8
Belgium ............... 5

Source: United Nations.

SSA sector global exports, by country, 2000
(%2.2 billion)

All other 11%

South Africa 71%
Liberia 4%

Niger 4%

Guinea 5%

Cote d'lvoire 5%

Source: United Nations.

SSA sector global exports,
by HS chapter, 2000
($2.2 billion)

Inorganic chemicals (28)

All other

0 5 10 15 20 25 30
Share of total (percent)

Source: United Nations.

Major Share of Major Export Share of
Export Total Item Total
Market (2000) (percent) (6-digit HS) (2000) (percent)
United States ....... 17 Acyclic hydrocarbons (2901.29) 6
France .............. 11 Uranium (2844.10) ............ 6
Germany .............. 7 Natural rubber (4001.22) ...... 4
Iran ........ ... 6 Aluminum oxide (2818.20)...... 4
United Kingdom ....... 5 New tires for cars (4011.10) ... 3
Russia ................ 4 Latex (4001.10) ............... 3

Source: United Nations.
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U.S. sector imports from
SSA, by source, 2001
(8648 million)

South Africa 48%

All other 18%

Nigeria 34%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports from SSA,
by HS chapter, 2001
(8648 million)

(=]

Organic chemicals (29)

Inorganic chemicals (29)

Rubber and plastics (39, 40)

All other

0 10 20 30 40 50 60 70
Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector imports under AGOA
(including GSP), by HS chapter, 2001
(8128 million)

All other 1% Kkenya 1%

South Africa 98%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports under AGOA
(including GSP), by HS chapter, 2001
(8128 million)

&

Inorganic chemicals (28)

(2]
(2]

Organic chemicals (28)

Plastics and articles
thereof (39)

Dyes and pigments (32)

All other

|ZT:|

0O 10 20 30 40 50 60

Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector exports to SSA, Key AGOA Trade Developments
by market, 2001 e In 2001, U.S. sector imports under AGOA totaled
(%811 million) $128 million.5 This represented 2 percent of total

U.S. imports under the GSP and AGOA and 20

South Africa 60% percent of total sector imports from SSA.

All other 26%

e The major products imported under AGOA in 2001
included silicon (HS 2804.69.10), representing 19
percent of the total, compounds of precious metals
(HS 2843.90.00), with 10 percent, and manganese
dioxide (HS 2820.10.00), with 8 percent. All of these

products entered under the GSP.
Kenya 5% . . .
e U.S. imports under specific AGOA provisions were

relatively minor in 2001, totaling $3.8 million. AGOA,
Nigeria 9% apart from GSP, is not expected to have a major
effect on the export of products in the chemical
sector from SSA nations to the United States.

¢ None of the SSA countries that are not designated for

Source: Compiled from official statistics of the AGOA has significant production of sector products.

U.S. Department of Commerce.

U.S. sector exports to SSA, Key U.S. Export Developments
by HS chapter, 2001 e U.S. sector exports to SSA totaled $811 million in
(4811 million) 2001, up 8 percent from the previous year. South

Africa, by far, was the major SSA market, followed by
Nigeria and Kenya.

e The largest (by value) traded chemical exports to
South Africa were: medicaments, in measured doses
(HS 3004.90), valued at $22.6 million; (nylon type)
polyamide, in primary forms (HS 3908.10), valued at
$17.0 million; and supported catalysts with precious
metal or precious metal compounds (HS 3815.12),
valued at $16.4 million.

E’F e The largest (by value) traded chemical exports to

Rubber and plastics (39, 40)

Organic chemicals (29)

Phamaceuticals (30)

All other Nigeria were polypropylene in primary forms (HS

3902.10), valued at $6.3 million; other prepared
binders for foundry molds or cores, including culture

0 10 20 30 40 50 crystals (HS 3824.90), valued at $6.0 million; and
Share of total (percent) certain additives for mineral oils (HS 3811.90),
Source: Compiled from official statistics of the valued at $5.2 million.
U.S. Department of Commerce. e The largest (by value) traded chemical exports to
Kenya were fertilizers (HS 3100.00), valued at $20.7
Key U.S. Import Developments million, and certain water-based paints (HS
+ U.S. sector imports from SSA totaled $648 million in 3208.90), valued at $8.6 million.
2001, down 53 percent from the previous year. Principal e  The largest (by value) traded chemical exports to
SSA sup_pliers included South Africa and Nig(_aria. Most of Ghana were aluminum oxide (HS 2818.20), valued at
the decline was accounted for by petrochemicals from $9.2 million; certain hair preparations (HS 3305.90),
Nigeria. valued at $3.2 million; and sheath contraceptives (HS
e The three largest (by value) traded U.S. chemical imports 4014.10), valued at $2.5 million.
from the SSA nations were organic chemicals used as e The largest (by value) traded chemical exports to Cote
feedstocks for producing chemical intermediates and d'lvoire were fertilizers (HS 3100.00), valued at $5.2
chemical products. These products were unsaturated million, and polyvinyl chloride (HS 3904.10), valued at
acyclic hydrocarbons (HS 2901.29), accounting for 12 $4.4 million.

percent of U.S. chemical imports; and propylene (HS
2901.22) and ethylene (HS 2901.21), each accounting
for more than 10 percent of U.S. chemical imports.

e Only Nigeria and South Africa are significant suppliers of
U.S. chemical imports, of which most are organic
chemicals produced from the petroleum resources in
Nigeria and from the coal resources in South Africa. The
remaining items are minerals from South Africa.

e The primary materials that comprise U.S. chemical imports
from SSA nations are ethylene (HS 2901.21), propylene
(HS 2901.22) and mixed xylenes (HS 2902.44) from
Nigeria; and unsaturated acyclic hydrocarbons (HS
2901.29), silicon (HS 2804.69) and uranium (HS
2844.10) from South Africa.
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U.S. sector SSA FDI position, by country, 2001 Investment Issues

e The major concern of potential investors in
developing the SSA chemical industry is the
. currently limited potential for a reasonable return
South Africa 300 on their investment. Despite ample natural
resources to support a domestic petrochemical
industry, ancillary issues complicate possible major
multinational investments. For example, conflicts
and political unrest in the precise regions where the
necessary resources, primarily petroleum and
natural gas, are found have already complicated the
delivery of these materials to established energy
industry facilities.

Senegal|

346 Multilateral Lending

Total
¢ Information published by the International Monetary
0 50 100 150 200 250 300 350 400 Fund (IMF) stated that despite the overall weak
. world economic situation, growth in Africa was
Millions of U.S. dollars reasonable in 2001and is expected to remain so in
Source: U.S. Department of Commerce, Bureau of 2002. Assuming continued positive economic
Economic Analysis. developments in SSA nations, the IMF recognizes

the need to advance policies and initiatives to
promote multilateral level economic growth.9

U.S. sector SSA FDI position, 1997-2001
Miflions of U.S. dollars

450
400
350
300
250
200
150

100

50

397

1997 1998 1999 2000 2001

Source: U.S. Department of Commerce, Bureau of Economic
Analysis.

Major Investments

e Dow Chemical is closing several of its SSA plants
producing organic chemicals for the European market
as part of a restructuring and rationalization of its
overall European strategy for production of chemical
intermediates. Specifically, Dow has announced plans
to close a plant located in Durban that currently
produces 20,000 metric tons per year of polyols,
effectively ending manufacture of polyurethanes at that
location.6

e  Sasol, a major South African chemical producer, is
seeking multiple arrangements with Mitsubishi to
continue major petrochemical plant expansions and
developments in organic solvents, both in South Africa
and also in Nigeria.”7 Also, Sasol is looking into new
investments in olefins and derivatives at Secunda,
which would in turn allow for future development of
new world-scale polyethylene and polypropylene units at
Secunda.8
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PETROLEUM AND

ENERGY-RELATED PRODUCTS

SSA sector production, by country, 2001 * Angola is the region’s second largest producer of crude
($57.3 billion) petroleum behind Nigeria, with the majority of its crude oil
production located offshore. Angola accounts for less

All other 9% than 1 percent of the world's crude petroleum and
natural gas reserves. Angola has only one small refinery
with a capacity to refine 39,000 barrels of crude per
day.

Nigeria 42% »  Both Nigeria’'s and Angola’s crude petroleum reserves
consist primarily of high quality, low-sulfur quality crude.

South Africa 49%

e South Africa accounts for about 4 percent of the world’'s
recoverable reserves of coal. South Africa accounts for
less than 1 percent of the world's recoverable reserves of
crude petroleum and has virtually no recoverable reserves
of natural gas.

e South Africa is one of the major refining countries in the
region with four refineries and a total capacity to refine

Source: U.S. Department of Energy and the American Petroleum 468,547 barrels of crude petroleum per day.
Institute. e South Africa has a highly developed synthetic fuels
SSA sector production, by product, 2001 industry, which takes advantage of the country's abundant
($57.3 billion) coal resources and offshore natural gas and condensate

production in Mossel Bay. The two major players are
Sasol, the world’s largest manufacturer of oil from coal,
(coal-to-oil/chemicals) and Mossgas (natural
gas-to-petroleum products).

Crude petroleum

¢ In October 2000, Sasol referred to natural gas as an

Coal
“underused” resource in South Africa, accounting for just
2 percent of the country’s energy needs. Sasol pledged to
Natural gas increase its expected natural gas consumption from 82

million cubic feet in 2002 to 184.5 million cubic feet by

Refined petroleum 2010. Sasol has the capacity to produce 150,000

products barrels per day and Mossgas 45,000 barrels per day.
0 10 20 30 40 50 60 Economic and Trade Policy Developments
¢ Nigeria's economy is heavily dependent on the petroleum
Share of total (percent) sector, which accounts for nearly 80 percent of
Source: U.S. Department of Energy and the American Petroleum government revenues, 90 to 95 percent of export
Institute revenues, and over 90 percent of foreign exchange
Industry Overview earnings.

e Crude petroleum in Nigeria and coal in South Africa are the * Nigeria’s four refineries and its system of pipelines for
primary petroleum and energy-related products produced in carrying crude petroleum and refined petroleum products
SSA. Nigeria accounts for 3 percent of the world's have experienced severe problems including sabotage,
production and 9 percent of OPEC’s production of crude fire, poor management and lack of turnaround
petroleum. maintenance, which have sharply decreased actual

output.

e Both countries have recoverable reserves of the products P ) ] o
and have developed industries geared toward export. * Angola, which has been in a state of nearly constant civil

o . war since it achieved independence from Portugal in

*  South Africa is a major producer and consumer of coal, 1975, also is heavily dependent on its petroleum sector,
based on its a_bunda_nt_ reserves. In addltlonz South Africa is which accounts for over 60 percent of its GDP and nearly
one of the major refining centers in the region. 90 percent of total government revenues.

. Nigeria's four refineries have a capacity to refine a total of «  Angola maintains positive GDP growth rates due to the
438,750 barrels of crude petroleum per day, or 1 percent strength of its petroleum sector, which has very few

of the world's total refining capacity. linkages to other sectors of the economy.

e  Coal is the primary fuel produced and consumed in South

Industry and Sector Issues Africa and is its largest source of foreign exchange.

¢ Nigeria accounts for about 2 percent of the world’s total
recoverable reserves of crude petroleum and 2 percent of
the world's reserves of natural gas. Nigeria is a member of
OPEC and accounts for 3 percent of OPEC’s total crude

reserves and 5 percent of OPEC's natural gas reserves.

e South Africa’s coal reserves are mainly bituminous, with
relatively high ash content (about 45 percent) and low
sulfur content (about 1 percent). Three coalfields hold 70
percent of total recoverable reserves.
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SSA sector global imports, by country, 2000
($3.4 billion)

All other 10%

Céte d’Ivoire 36% Nigeria 3%

South Africa 18% Ghana 11%

Source: United Nations.

SSA sector global imports,
by 4-digit HS, 2000
($3.4 biflion)

Crude petroleum (2709)

Refined petroleum products
(2710, 2712-2715)

Coal (2701-2703)
Natural gas (2711)

All other

0 20 40 60 80 100
Share of total (percent)

Source: United Nations.

Major Share of Major Import Share of
Import Total Item Total
Source (2000) (percent) (6-digit HS) (2000) (percent)

Crude petroleum (2709.00) ... 82

Refined petroleum products
(2710.00) ..ot 5

Source: United Nations.

Cameroon 11%

Senegal 11%
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SSA sector global exports, by country, 2000
($36.7 billion)

All other 14%

South Africa 5%

Gabon 8%
Nigeria 54%

Angola 19%

Source: United Nations.

SSA sector global exports,
by 4-digit HS, 2000
($36.7 billion)

e

Crude petroleum (2709)

Coal (2701-2703)

Natural gas (2711)

Refined petroleum products
(2710, 2712-2715)

0 20 40 60 80 100
Share of total (percent)

Source: United Nations.

Major Share of Major Export Share of
Export Total Item Total
Market (2000) (percent) (6-digit HS) (2000) (percent)
United States ....... 47 Crude petroleum (2709.00) ... 92
EU .o 25 Bituminous coal (2701.12) ..... 3
China ............... 10
Korea................. 5
All other ............ 13

Source: United Nations.
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U.S. sector imports from
SSA, by source, 2001
($14.3 billion)

All other 9%

Nigeria 61%
Gabon 11%

Angola 19%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports from SSA,
by 4-digit HS, 2001

($14.3 billion)
Crude petroleum (2709) és:l
Refined [(Jggrloé?uzr;mlgr_ozd7u1c§§
All other

0 20 40 60 80 100

Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector imports under AGOA
(including GSP), by source, 2001
(%6.8 biflion)

All other 17%
Nigeria 83%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports under AGOA
(including GSP), by 4-digit HS, 2001
(86.8 biflion)

— 00 0 =

All other I E:l
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Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector exports to SSA,
by market, 2001
(%119 million)

South Africa 62%
All other 24%

Nigeria 14%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector exports to SSA,
by 4-digit HS, 2001
(%119 million)

Refined petroleum products
(2710, 2712-2715)

-

Coal and coke (2701-2708) 14

Al other | [1

—J

0 20 40 60 80 100
Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.

Key U.S. Import Developments

e U.S. imports of petroleum and energy-related
products from SSA account for about 10 percent of

total U.S. imports of these products from all sources.

e U.S. imports of petroleum and energy-related
products from SSA decreased from $15 billion in
2000 to $14.3 billion in 2001, or by 5 percent. The
decrease was due primarily to decreased imports of
crude petroleum from Nigeria coupled with a drop in
the world price of crude petroleum during the period.

¢  Crude petroleum from Nigeria, Angola, and Gabon is
the primary U.S. import in this sector from SSA.

e The quantity of U.S. imports of crude petroleum and

refined petroleum products from Nigeria decreased by

5 percent from 2000 to 2001, primarily as a result

of continued supply disruptions resulting from the civil

unrest in Nigeria.

e The quantity of U.S. imports of crude petroleum from
Angola increased by 6 percent but decreased by 5
percent from Gabon during the period; however
Angola and Gabon each account for less than 1
percent of total U.S. imports of crude petroleum.
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Key AGOA Trade Developments

U.S. imports of coal and natural gas enter the U.S.
market unconditionally free of duty. The only
significant imports in this sector under the
provisions of AGOA (including GSP) from the SSA
are crude petroleum imports from Nigeria.

Crude petroleum from Nigeria accounted for 80
percent of total sector AGOA imports from the
region in 2001. Crude petroleum from Gabon, the
ROC, and Cameroon together accounted for 16
percent and refined petroleum products from
Nigeria, the ROC, Ghana, Cameroon and South
Africa together accounted for the remaining 4
percent.

The share of total U.S. sector imports from SSA
accounted for by imports entering the U.S. market
under the provisions of AGOA was 47 percent in
2001.

Key U.S. Export Developments

The United States is a major world producer and
consumer of petroleum and petroleum-related
products and accounts for 2 percent of the world's
estimated proved reserves of crude petroleum; 3
percent of natural gas reserves; 26 percent of coal
reserves; and 22 percent of the world’s refinery
capacity.

SSA accounts for less than 1 percent of total U.S.
exports of the products in this sector.2 U.S.
exports to SSA consist of refined petroleum
products (85 percent) and specialty coals (14
percent).

U.S. exports of petroleum and energy-related
products to SSA decreased, from $125 million in
2000 to $119 million in 2001, primarily because
the world price of crude petroleum decreased by
about $6 per barrel from 2000 to 2001. This
decrease in prices was due to a situation of excess
production capacity and stable production levels
despite fear that the September 11th terrorists
attacks on the United States would cause supply
disruptions.

South Africa also continued to replace U.S. refined
petroleum products with domestically-produced
coal-based synthetic liquid fuels, which account for
more than 45 percent of all liquid fuels consumed
in South Africa.

Nigeria is a market for U.S. exports of diesel and
bunker fuels as three of Nigeria's four refineries
have had major supply disruptions due to safety
shutdowns since 1997. Because of these
shutdowns, Nigeria has been forced to import
refined petroleum products from the United States
and other world exporters to satisfy domestic
demand.
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U.S. sector SSA FDI position, by country, 2001
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Note.—Data for some countries are not disclosed owing to
confidentiality. U.S. FDI position is negative for some
countries.

Source: U.S. Department of Commerce, Bureau of
Economic Analysis.
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Analysis.

Major SSA sector investment policy developments

Country/region Development

SSA There have been no major developments
during 2000-01. Nigeria, Angola, and
Gabon operate national petroleum com-
panies, which are responsible for all ex-
ploration and development as well as
joint venture agreements involving crude
petroleum, natural gas, and refined pe-

troleum products.
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Major Investments

Angola’s national petroleum company, Sonangol, was
established in 1976. A hydrocarbon law passed in 1978
made Sonangol sole concessionaire for exploration and
production. Associations with foreign companies are in the
form of joint ventures and production sharing agreements.

The Nigerian National Petroleum Corp. (NNPC) maintains
interests of 50 percent or more in production joint
ventures with large multinational petroleum companies that
produce more than half of Nigeria’s total production of
crude petroleum.

During 2000-2001, joint ventures account for about 90
percent of Nigeria's total production of crude petroleum;
however, foreign operators continue to be reluctant to
commit to exploration and development plans because
NNPC has not upheld its financial obligations in many such
programs.

While a joint venture with Royal Dutch Shell produced
nearly 50 percent of Nigeria’s total production of crude
petroleum during 2000-2001, U.S. investment in the
industry has decreased significantly since 1998.

Nigeria’s liquefied natural gas facility on Bonny Island,
completed in September 1999, was designed to process
252.4 billion cubic feet annually but has faced start-up
problems and damage caused by civil unrest.

In September 2001, Shell reported that a flow station,
located in southern Nigeria, had been severely damaged in
an attack by armed youths. The flow station will be out of
operation for the next 18 months, with nearly 40,000
barrels per day of production shut in. In addition, since the
terrorist attacks in the United States on September 11th,
2001, OPEC production quotas resulted in cutbacks in
Nigerian production of crude petroleum.

In South Africa in October 2000, Sasol announced the
formation of a joint venture with Chevron to commercialize
natural gas-to-liquids technology worldwide. The two
companies are partners and anticipate investments
totaling more than $5 million through 2010.

South Africa’s prospects for sustained natural gas
production received a major boost in March 2000 with the
discovery of offshore reserves close to South Africa’s
border with Namibia.

South Africa has been slow to develop its offshore
reserves of conventional crude petroleum but is developing
joint venture agreements with several multinational
petroleum companies to explore for and produce crude
petroleum.

Investment Issues

Nigeria, Angola, and Gabon operate national petroleum
companies, which are solely responsible for all exploration
and development of energy resources.

Generally, the national petroleum companies maintain a
majority share in any joint ventures with multinational
energy companies relating to development and production.

Multilateral Lending

Under the terms of most joint venture agreements
between national petroleum companies and the
multinational energy companies, the multinational provides
the financing, technical expertise, equipment, and some
personnel for exploration, development, production, and
processing. In exchange for their investments, these
multinational companies retain a certain amount of the
production and/or discovered reserves.



ENDNOTES

1 This sector includes Harmonized System chapter 27.

2 U.S. exports of crude petroleum have been prohibited
since 1973, except as approved by the U.S. Government.
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MINERALS AND METALS

SSA sector production, by country, 2001
(%205 billion)

All other 12%

South Africa 62%
Zambia 3%
Uganda 4%

Tanzania 5%

Zimbabwe 5%

DROC 9%

Note.—Data are for mining and refining for reporting countries.

Source: USITC estimates based on data from C/A World Factbook
2001 and Mining Africa Yearbook 2002.

SSA sector production, by product, 2001
(8205 billion)

Diamonds, non-industrial

Steel

Gold

All other

I"i"l
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Share of total (percent)

0

Note.—Not including manufacturing production of fabricated forms. Total
is of those reporting.

Source: U.S. Geological Survey and World Bureau of Metal Statistics.

Industry Overview

SSA'’s extensive mineral resources have provided the basis
for substantial minerals and metals industries in
numerous African countries. The sector is one of the
most important in SSA, constituting a large portion of the
GDP of many countries, as well as employment and export
earnings.2

Countries with significant mining dependence include the
following:3
Botswana, with 80 percent of earnings from exports
and one third of total GDP from mining (primarily
diamonds);
Central African Republic: 40 percent of GDP;
DROC: 60 percent of GDP from mining (primarily
copper and cobalt);
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Guinea: 95 percent of exports and 29 percent of the
state’s earnings (primarily bauxite), and employment for
about 40,000 people;4

Lesotho: royalties from South African mining is one-third
of GDP;

Mauritania: iron ore is responsible for 50 percent of
exports;

Mozambique: 12 percent of GDP;

Namibia: 60 percent of the country’s total export
earnings and 20 percent of GDP;

South Africa: 31 percent of GDP (mainly processed
aluminum, ferroalloys, and steel);

Tanzania: 40 percent of GDP;

Uganda: 30 percent of GDP;

Zambia: 60 percent of GDP from exports of copper, 20
percent from exports of cobalt; and

Zimbabwe: 40 percent of foreign exchange earned from
exports of mineral resources.

During 1999, SSA produced much of the world’'s mined
supply of platinum group metalsS (PGMs) (63 percent),
chrome (55 percent), diamonds (55 percent), vermiculite
(48 percent), alumino-silicates (46 percent), vanadium (45
percent), cobalt (36 percent), manganese (32 percent),
fluorspar (28 percent), zirconium (24 percent), gold (24
percent), and titanium (23 percent).6 Several other metals,
such as iron, copper and aluminum also are produced,
although the SSA share of world production is not as
significant.

The region has many mineral deposits that are among the
highest grade in the world, and several crucial metals
(PGMs, chrome, and cobalt) produced from these minerals
occur naturally in only a few areas of the world.

South Africa is by far the region’s largest producer,
accounting for more than half of SSA’s output for many
minerals and metals. Gold and diamonds have been produced
at South Africa’s facilities for several hundred years, and on
massive industrial scale for well over one hundred years.
Anglo Platinum, the world’s biggest platinum producer, holds
about two-thirds of South Africa’s platinum reserves,
according to the government. Roughly half the country’s gold
reserves are controlled either by Anglo Gold or by Gold Fields
Ltd., both of whom operate many holdings elsewhere on the
continent and overseas.

Other important producers include Cameroon and Ghana
(aluminum); Gabon, Guinea, and Mauritania (several
nonferrous metals); and Zambia, Democratic Republic of
Congo (DROC), and Angola, which cover the Copperbelt,
producing copper and cobalt.

Most of SSA’s mineral production is manufactured into pure
form. There is little production of downstream products (such
as sheet, strip, wire, bars, rods, castings). Many of the pure
forms of metals and diamonds are exported. South Africa is
the exception as it produces downstream metal and metal
alloy products of steel, aluminum, and copper.”?

Despite significant production, the SSA minerals and metals
sector, especially outside South Africa, is considered
underdeveloped or in significant disrepair. Africa is now the
focus of mineral exploration and mine development for new
deposits and revitalization of existing operations by many
Canadian, South African and Australian companies, most
notably in cobalt, copper, gold and diamond projects. The
region’s contribution to the world in these commodities
should increase significantly in the future.



Industry and Sector Issues

Worldwide overproduction of most metals, coupled with
economic downturns in the United States, the EU
(primarily Germany) and Japan, has led to significant
price decreases for many minerals and metals in the
past five years. For example, during the period
1997-2001, the price of copper declined from $1.03
to $0.75 per pound; aluminum from $0.72 to $0.62
per pound; and gold from $331 to $294 per troy
ounce. Several base metals approached or set all-time
record low constant dollar values in 2001.

In contrast, prices of PGMs have increased over the
same period because of strong demand from the
transportation sector (these metals are used in
catalytic converters) and partly as a result of
uncertainty regarding Russian supplies of these metals.
This benefits South Africa primarily.

The South African mineral and metal sector is
experiencing significant competitive problems. Mineral
deposits have been extensively exploited and grades of
many deposits have been declining. Further, the
country’s mines are almost exclusively deep
underground operations. These factors contribute to
relatively high operating costs, and have especially
affected the South African gold mining sector, the
largest in the world, which has had to restructure and
rationalize.

Political instability has caused a substantial contraction
of the vast Copperbelt minerals and metals sector.
These countries have rich copper and cobalt deposits
that are close to the surface, indicating the potential
for low-cost production. Internal strife has caused a
precipitous decline in production since the 1970s.
Reinvestment has been minimal, little new technology
has been adopted, and much of the equipment has
become antiquated and unreliable. Present operating
costs are substantial as a result. The Copperbelt is
indicative of SSA’'s mineral export dependence, with as
much as 85 percent of Zambia's historical GDP being
derived from metal sales.8

In 1995, DROC was the continent’s fifth largest mineral
producer. However, cobalt production is now only 25
percent of its 1974 peak, copper is 7 percent of 1980
levels and current diamond production is 85 percent of
its 1986 high.

Economic and Trade Policy Developments

Sub-Saharan African countries continued to liberalize
mining laws in an effort to attract foreign investment,®
although South Africa recently passed legislation that
converts all mineral rights from private to state
ownership (see investment issues section for details).

In Zambia, the privatization of the major copper-cobalt
mines of the state-owned mining company Zambia
Consolidated Copper Mines (ZCCM) has not been
without difficulty and has yielded little return to the
government. The industry is in dire need of
reinvestment and revitalization. Anglo American, a
South African mining company, headed a consortium
that purchased the majority of the mines from the
government. First Quantum, of Toronto, Canada,
purchased other smaller holdings of the ZCCM sale.

The DROC has enacted new mining legislation that
could help attract foreign investment back into the
country’s minerals and metals sector. The legislation
cuts income tax to 30 percent from 50 percent,
although royalties will now apply of 2 percent for base
metals and 4 percent for precious metals, gems and
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diamonds. Generale des Carrieres et des Mines
(Gécamines), the state mining company, is currently
negotiating with several potential foreign investors,
including Kumba Resources Ltd., BHP Billiton, Phelps
Dodge Corp., Lundin Group, Rio Tinto, Anglo American plc
and First Quantum Minerals Ltd. Many of these
companies already have joint-venture agreements with
Gécamines.

Many developed countries are instituting "conflict
diamonds” policies and legislation.10 The World Diamond
Council, representing the diamond and diamond-containing
jewelry industries, and The Campaign to Eliminate Conflict
Diamonds, representing a number of international human
rights groups, have collaborated in the drafting of
legislation to address social concerns related to this issue.
As of November 18, 2002 pending legislation before the
U.S. Congress would prohibit imports of diamonds from
conflict countries without certification of uncut diamonds.
Countries affected include Sierra Leone, Angola, the
DROC, and Liberia.

The U.S. Inter-Agency Market Impact Committee, which
plans disposals of material stored in the U.S. Defense
National Stockpile, approved disposing of 125,000 troy
ounces of platinum and 200,000 troy ounces of palladium
during fiscal years 1999 and 2000. This plan has yet to
be approved by Congress. Similarly, during 2001, the
International Monetary Fund proposed selling part of its
gold reserves to provide financial assistance for poor
countries. This proposal had the support of key IMF
members, including the United States. South African
Government officials and Anglo American Platinum (a
major South African producer) were concerned that such
sales would disrupt the market, and suggested that the
proposed sales be implemented over a long time period to
minimize market effects.



TRADE

SSA sector global imports, by country, 2000
($4.9 billion)

South Africa 36% Al other 35%

Mozambique 3%
Angola 3%

Cote d'lvoire 3%
Kenya 4%

Ghana 4%

Nigeria 12%

Source: United Nations.

SSA sector global imports,
by HS chapter, 2000
($4.9 biflion)

Articles of iron
or steel (73)

Iron and steel (72)
Diamonds and precious L

All other
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Share of total (percent)
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Source: United Nations.

Share of
Total
(percent)

Share of
Total
(percent)

Major

Major Import
Item
(6-digit HS) (2000)

Import
Source (2000)

South Africa ......... 11 Nonindustrial diamonds (7102.31) ...... 5
United Kingdom ....... 9 Iron or steel structures (7308.90) ...... 4
Germany .............. 8 Portland cement (2523.29) ............. 3
China ................. 8 Flat steel coils (7209.18) ............... 2
taly ... 6 Glazed ceramic tiles (6908.90) ......... 2

Iron or steel articles (7326.90) ......... 1

Source: United Nations.
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SSA sector global exports, by country, 2000
($19.4 billion)

All other 9%

South Africa 76%

Source: United Nations.

Zambia 2%

Zimbabwe 2%
Guinea 3%
Angola 3%

DROC 5%

SSA sector global exports,
by HS chapter, 2000

($19.4 billion)

Diamonds and precious
metals (71)

Metal ores and [
concentrates (26)

Iron and steel (72)
Aluminum (76)
Copper (74)

Lime and cement (25)

All other
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Share of
Total
(percent)

Major

Export
Market (2000)

United States ....... 17
Belgium ............. 14
Japan............... 13
United Kingdom ..... 12
taly ................. 10
Germany .............. 7

Source: United Nations.

Major Export Share of
Item Total
(6-digit HS) (2000) (percent)
Nonindustrial diamonds (7102.31) .... 21
Platinum (7110.11) .................. 11
Gold (7108.12) ... 9
Palladium (7110.21) ...........c.con... 6
Aluminum (7601.10) ................... 5
Ferrochromium (7202.41) .............. 4
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U.S. sector imports from
SSA, by source, 2001
($3.1 biflion)

All other 7%
Guinea 3%

South Africa 90%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports from SSA,
by HS chapter, 2001

($3.1 billion)
68 |

Precious stones and
metals (71)

Metal ores and L
concentrates (26)

Iron and steel (72)
Aluminum (76)

All other
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Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.
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South Africa 99%

U.S. sector imports under AGOA
(including GSP), by source, 2001
($319 million)

All other 1%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports under AGOA
(including GSP), by HS chapter, 2001
(8319 million)
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All other
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Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector exports to SSA, e The decrease in U.S. sector imports during 2000-01 was
by market, 2001 a result of decreased shipments from South Africa, mostly
(4250 million) of ferroalloys, especially ferrochrome and

ferromanganese. This decrease was partially offset by a
minor increase in imports of PGMs (platinum and
palladium imports were up $88 million due to increased
trading volume outpacing significant price declines, but
rhodium, indium, osmium, and ruthenium were down $80
million due to level volumes but significant price declines),
and diamonds, particularly non-industrial diamonds, which
increased substantially.

All other 21%
South Africa 39%

Kenya 4%

Liberia 4% e The dutiable value of U.S. minerals and metals imports
Guinea 4% from SSA decreased $201 million (62 percent) to $123
million in 2001. Slightly over 10 percent of imports were
Chad 5% subject to duties, and almost 99 percent ($121 million) of

Nigeria 15% Angola 8% dutiable imports were from South Africa.
¢ Duty-free imports of minerals and metals products from all
of SSA under the GSP program decreased $62 million (19

Source: Compiled from official statistics of the percent) to $256 million in 2001. Most GSP imports
U.S. Department of Commerce. were supplied by South Africa ($225 million, or 88
percent of total) and Zimbabwe ($19 million, or 7 percent
U.S. sector exports to SSA, of the total). Ferroalloys accounted for almost half of the
by HS chapter, 2001 GSP imports and were responsible for the decline,
(4250 million) declining $76 million, or 37 percent, during 2000-01.

e  Final antidumping and countervailing duty orders were
instituted in 1999 for certain stainless steel plate in coils
from South Africa. These orders established an
antidumping margin of 37.77 percent and countervailing
duty of 3.95 percent. The entire region was granted
developing country exclusions from the 2002 steel 201
remedies.

Articles of iron
or steel (73)

-

Base metals tools
and cutlery (82)

Stone, plaster, etc. (68)
Precious stones
and metals (710

Glass and
glassware (70)

All other

e No other URA provisions in 2001 were identified to have
significant effects on U.S.-SSA trade in the minerals and
metals sector. The Doha Round Agreements are not
expected to have significant effect on U.S.-SSA trade in
the minerals and metals sectors.

0 10 20 30 40 50 60
Share of total (percent) Key AGOA Trade Developments
e U.S. sectoral imports from AGOA countries under the
AGOA/GSP trade programs were $319 million in 2001,
or 12 percent of total U.S. sectoral imports from AGOA
countries.

¢ Major import items under AGOA and GSP in 2001
included ferroalloys (44 percent of the total), and
aluminum alloy plate, sheet, strip (17 percent).

Source: Compiled from official statistics of the
U.S. Department of Commerce.

e South Africa supplied nearly all U.S. imports under AGOA
(including GSP) provisions in 2001. The ROC was the only
Key U.S. Import Developments other significant AGOA exporter to the United States.
. During 2001, U.S. sector imports from SSA of $3.1 Sector imports under AGOA declined from the previous

billion were more than 10 times as much as U.S. year.
exports to SSA of $250 million. The U.S. trade deficit
decreased $150 million (5 percent) to $2.8 billion, as Key U.S. Export Developments
U.S. imports fell by $119 million (4 percent) and

exports increased by $31 million (14 percent). ¢ U.S. exports to the region increased by $31 million (14

percent) over 2000, reversing the decline of the prior two
e  Fifty percent of U.S. sector imports from SSA are years and returning to levels of 1997-1998, although still
PGMs, all of which are from South Africa, which is the below 1996 levels.
major source of these metals to the world. Imports of
diamonds totaled $523 million in 2001, or 17
percent of the sector import total.

e U.S. exports reflect the significant oil exploration and
oil-field development that is underway in SSA, primarily in
Nigeria, Angola, and surrounding areas. U.S. companies

e South Africa is the leading U.S. sector supplier, by an are heavily involved. Steel products, such as tube/pipe,
overwhelming margin, and increased its U.S. import barrels, and casings, and ancillary products such as
market share to 90 percent in 2001. The country is drilling muds and abrasives are the major exports.
the primary mine source for many specialty metals Together, these products total 90 percent of the sectoral
(including PGMs) needed by the U.S. high-tech and and 50 percent of the entire U.S. exports to the region,
transportation industries. In some cases, such as and increased by $49 million (89 percent) during
chrome, there is little alternative sourcing available. 2000-01.
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¢ Nonpowered handtools are also a major U.S. export to the
region. Much of SSA is agrarian and/or minerals-based,
and almost one-third of these exports are rock drilling or
earth boring tools, which are likely used by farmers and
mining companies.

e U.S. exports to South Africa in the minerals and metals
sector decreased by $21 million (18 percent) from 2000,
largely attributable to a $19-million decrease in exports of
PGMs. The majority of the decrease is in
semi-manufactured forms of platinum and palladium U.S.
exports of unwrought forms of platinum, palladium, and
rhodium to South Africa entirely ceased in 2001, reflecting
a shift of exports of the unrefined or unwrought forms to
other countries with refining and fabricating capabilities.
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U.S. sector SSA FDI position, by country, 2001 Major SSA sector investment policy developments
Country/region Development
Burkina Faso Implementing new mining law regulations

for law enacted in 1997.

South Africajl | 11

Botswana Additional revisions to mining law.
) DROC Government completed mining law revi-
Zimabwel | 6 | sion that provides for investor security and

financial incentives.

Total E77 Sierra Leone New mi_ning law enacted to encourage
foreign investment.
South Africa Change in mining code for state to retain
0 20 40 60 80 100120140160180200 mineral ownership, with lease provisions.
Millions of U.S. dollars : —
Tanzania New mining law enacted to encourage

Note.—Does not include mining activities. Data for
various countries are not disclosed owing to
confidentiality. U.S. FDI position is negative for some
countries.

Source: USITC estimate based on data from the U.S.
Department of Commerce, Bureau of Economic
Analysis.

foreign investment.

Uganda Revisions to mining law completed. Draft is
expected to make private-sector foreign
investment more likely, since government is
in favor of development of the mineral in-
dustry.

U.S. sector SSA FDI position, 1997-2001 WAEMU countries Have created regional mining code to fa-

o cilitate exploration.
Millions of U.S. dollars

300

Zambia Quantum Minerals purchased a majority
stake in Kansanshi (Zambian government
as junior partner) mine of Copperbelt. De-
veloping plans to bring into production in
next few years.

252

250
200

Zambia Kvaerner Engineering and Construction
(South Africa) recently completed work on
Cobalt from Slag and Copper, the first ma-
jor capital project undertaken in Zambia
for almost 30 years. The $100 million proj-
ect upgrades and extends the Chambishi
metals treatment facility. Chambishi is

150
100
50

1997 1998 1999 2000 2001 jointly operated by Avmin (90 percent)
Note.—Does not include mining activities. Data for various and the Zambian government (10 per-
countries are not disclosed owing to confidentiality. U.S. FDI cent).t

position is negative for some countries.

Source: USITC estimates based on data from the U.S.
Department of Commerce, Bureau of Economic Analysis,.
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Major Investments

Governments in the region actively promoted foreign
investment through enhanced financial, taxation, private
property, and regulatory laws. Despite this, investment
in mineral exploration expenditures declined $168 million
to $494 million in 2001 because of weak metal prices.
The general economic slowdown worldwide and the
depressed state of the minerals industries because of
oversupply have limited foreign investment in the SSA
minerals and metals sector.

Less than one percent ($177 million) of the United
States’ total FDI to the world was earmarked toward
SSA's metals sector, down 30 percent ($75 million)
from the 1999 high. The percentage of FDI to SSA’s
sector also decreased, almost by half, indicating
movement to other areas or sectors. Unreported,
because of company confidentiality reasons, were gold
processing activities in Ghana.

Estimates indicate between $100 million to $150
million of U.S. investment went to metal and nonmetallic
mining ventures in SSA, which is down from about $200
million in the mid- to late-1990s.12 Notable was an
investment in bauxite mining in Guinea, and metals
mining ventures in South Africa and Zambia.
International partners significantly increased their
investment in Guinean bauxite mining in 2001.13 Bauxite
dominates the mining sector in the Guinean economy,
and the nation has more than one-third of global bauxite
reserves. Guinea holds around 40 percent of the world
bauxite market. General FDI in the mining and quarrying
portion of the sector since 1996 was targeted toward
the following countries: Botswana, Burkina Faso, ROC,
DROC, Céte D'lvoire, Ethiopia, Ghana, Madagascar, Mali,
Namibia, Niger, Sudan, Tanzania, Togo, Zambia, and
Zimbabwe.14

The most recent major financial acquisition investment
was the Africa Franco-Nevada of Canada purchase of
Gold Fields of South Africa for $1.7 billion in 2000.15
Newmont, of the United States, purchased
Franco-Nevada in 2001, making it the largest gold
mining company in the world, displacing Anglo Gold, a
subsidiary of Anglo American of South Africa.

At the beginning of 2002, Anglo American announced
that it was pulling out of its investment in the Konkola
facilities, despite agreements to spend another $500
million in continuing and development capital. Zambian
and IFC officials have cited the low level of copper prices,
the global economic slowdown, and unanticipated
operational difficulties in Zambia as combining to give a
triple blow to Konkola Copper Mines’ profitability and
future prospects. These factors placed the survival of
these facilities in jeopardy. More importantly, the
development of the Konkola Deep, which was widely
expected to be the source of high-grade material for
another 20 to 40 years, is now in jeopardy.

Almost concurrently, several other companies with
minority positions in the Copperbelt, notably First
Quantum of Canada, are reorganizing their focus away
from existing facilities to new opportunities. First
Quantum has chosen not to develop the Kolwezi and
Likasi tailings dump projects in the DROC. However, as
noted, they have purchased a majority stake in the
Zambian Kansanshi property, intending to bring it into
production in a few years, and are investing heavily to
expand its Bwana Mkubwa mine, which is operating so
efficiently that it is importing ore from DROC to process
in Zambia.16
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After several years of prospecting and development,
the Yatela Gold Mine-a joint venture between
AngloGold (40 percent), IAMGOLD (40 percent) and
the Mali Government (20 percent)-officially opened in
Mali in September 2001.

After more than a year of negotiations with the
Angola Government, DeBeers announced in May
2001 suspension of all exploration and investment
activities in Angola. DeBeers held exclusive rights to
market Angola’'s diamonds in a joint venture with
Endiama, a company run by the State. The Angolan
Government has awarded the marketing rights to an
Israeli firm.17

Investment Issues

Several issues deter new investment and
reinvestment in existing facilities. These include the
following:

Political risk. There have been significant strides in
stabilization in the past decade, but the
overwhelming presence and potential of
re-nationalization of mineral and metal assets
remains a concern for most foreign investors. A
recent example is the published concern that
Zambia may re-nationalize the Konkola copper
facilities.

Health risk, including the need for malaria
prevention and treatment and the high HIV
infection rate. These risks, when coupled with an
additional cost for employee health protection,
diminish the financial attractiveness of any
potential investment. Health issues also make it
difficult to encourage suitable foreign technical
professionals to move to the region to manage
operations.

The DROC, a major copper producer that has recently
undergone significant turmoil, has been ranked in the
lowest five countries of the world in economic
freedoms, according to a recent study. African
countries generally performed poorly in the study.18

Zambia’'s attempt to rid itself of government
corruption will be an important test of how African
states are able to adapt to the demand for clean
governance imposed by the African Union. This is
considered essential to the success of the New
Partnership for Africa’s Development. According to
local press, the change in the presidency in 2002 is
clouded with charges of corruption between Frederick
Chiluba, the outgoing president largely responsible for
the growth in the past few years, and his protege,
Levy Mwanamasa. In July, Parliament overturned the
constitutional immunity Chiluba had against charges of
corruption.19

In early 2002, South Africa enacted the Minerals Bill,
which gives the government ownership of all of the
country's mineral resources, which mining companies
can exploit only under license. The law calls for
licenses of up to 5 years for prospecting rights and
up to 30 years for mining rights. The purpose of the
law is to create opportunities for more black
ownership in the sector. The government claims there
will be automatic conversion of the “old order rights”
to “new order rights,” but admits that there may be a
temporary drop in investment, particularly while the
details of the law, regarding paying for the asset
rights, are worked out. It is claimed by the producers
that the change in reserve value, by reverting the
assets to the state, may affect the financial strength
of present companies operating in South Africa.20



Multilateral Lending

The World Bank Group, through the IFC, approved
loans or other financial assistance for two mineral
and metal projects in SSA during fiscal year 2001.
These projects included $3.9 million in assistance
for upgrading a clay mining operation in Senegal
that will cost a total of $9.6 million and $700,000
in assistance to build a $1.6 million factory to cut
and polish gemstones in Zambia. The IFC also made
a commitment in late 2001 for a one-third equity
stake in a small company that is planning a $5
million mine development investment in Burkina
Faso. The World Bank provided a loan of $5 million
to the Government of Madagascar to study and
assess reform of the country’s mining policies and
regulations to stimulate private-sector
investment.21

The World Bank is considering financial assistance
to Sierra Rutile, a company that mines rutile
(titanium oxide) that has been shut down since
1995 because of rebel activity. The Sierra Leone
Government and the U.S. and Australian companies
that own Sierra Rutile are negotiating with the
World Bank for an $80 million loan to re-open the
mine.

The EU provided $12.5 million to rehabilitate a
government-owned gold mine in Burkina Faso. The
mine is expected to produce 1.5 to 2 tons per year,
and the government has agreed to privatize the
mine if it proves to be a viable enterprise.22

The IFC and others have stepped in to prevent the
shutdown of the former Anglo American holdings of
Konkola Copper Mines (KCM), promising continuing
capital to keep the operations going, and to attract
potential investors through low-cost loans. The IFC
is requiring Anglo American to pay up to $200
million of the costs involved in the company’'s
withdrawal from Zambia’s copper industry.23 Bank
officials stressed on several occasions that they
would help Zambia through the difficult times that
undoubtedly lie ahead. There is discussion of
re-nationalization by the local population.
Developmental capital spending has ceased for the
Konkola Deep Mining Project, which had been
expected to provide another 25 to 30 years of
mining life.24

The growth of Tanzania’'s mining sector has led to a
surge in foreign investment of more than 300
percent since 1994, making Tanzania among the
leading investment destinations in sub-Saharan
Africa. Tanzania attracted more mining exploration
expenditure in 1998 than any other African country,
including South Africa, with spending in nonferrous
minerals reaching nearly $58 million, some 13
percent of the African total. Investor sentiment is
more optimistic as a result of clear government
shifts away from socialist self-reliance and distrust
of foreign investment. In July 2002, Tanzania
launched an initiative supported by the World Bank
and the IMF, seeking to improve the investment
climate in the country. Tanzania’'s Investors Round
Table brings together national and international
corporate leaders in an effort to enable a stronger,
direct partnership between business and
government in prioritizing and implementing
necessary reforms.25
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In DROC, lack of financing constrains the industry as
a whole. In Katanga Province, for example, current
exploitation rates represent about 20 percent of its
potential. Hesitation for increased spending
generally is attributed to continued political
uncertainty resulting from the murder of former
President Laurent Kabila in January 2001.
Developments in 2001, prior to Kabila's death,
include the following:
The government opened its diamond market, the
country’s principal source of foreign exchange,
by suspending a monopoly on buying and
exporting the gem stones held by the Israeli
Company Idi Diamonds since July 2000.26
Phelps Dodge, BHP World Exploration, Anvil
Mining NL, and Oryx Natural Resources all
purchased options to invest in, develop and
manage concessions from the state-owned
Tenke Mining Corp’s African property interests,
in cobalt, copper, and diamonds.27
Anvil Mining claimed that President Joseph
Kabila’'s actions resulted in the emergence of
significant financial support and a very significant
re-engagement after many years of absence by
key multilateral organizations such as the
International Monetary Fund, the World Bank
and the United Nations.28
The government suspended all managing
directors and board members of public sector
operations after allegedly discovering gross
mismanagement following an audit.29 President
Joseph Kabila then fired the heads of all public
sector companies, including Gécamines, the
state-owned copper and cobalt mining company.



ENDNOTES

1 This sector includes Harmonized System chapters 26,
68 through 69, 71 through 76, 78 through 83, and portions
of chapters 25 and 70.

2 The minerals and metals sector includes clays and
earths, sand and gravel, stone, cement and plaster, and
nonmetallic minerals; metal-bearing ores, concentrates, ash,
and residues; ceramic, glass, and fiberglass articles;
gemstones; iron and steel, base metals, precious metals, and
metal alloys in unwrought and scrap forms; ferrous and
nonferrous mill products (shaped by casting, forging,
machining, rolling, drawing, or extrusion operations); and
certain fabricated metal products, such as containers, wire
cables, chain, industrial fasteners, certain kitchen and sewing
implements, cutlery, nonpowered hand tools, construction
components, and builder’'s hardware.

3 Infomine-africa.com, Mining Africa Yearbook 2002,
CD-ROM; and George J. Coakley, “The Minerals Industry of
South Africa,” Minerals Yearbook International 2000, U.S.
Geological Survey, found at Internet address
http://minerals.usgs.gov/minerals/pubs/country/2000/92
35000.pdf, retrieved June 8, 2002.

4 MBendi, “Guinea: Mining,” found at Internet address
http://www.mbendi.co.za/indy/ming/at/gu/p0oO005. htm,
retrieved Aug. 16, 2002.

5 The platinum group metals are platinum, palladium,
rhodium, ruthenium, iridium and osmium, and are collectively
known as PGMs.

6 The process of mining produces mineral products. Mining
activities also include the first level of processing, or
beneficiation, that separates the desired mineral from the
waste minerals or makes a concentrated form of the mineral.
The concentrated minerals need no further processing in
certain cases (some industrial minerals and diamonds) but
many must be manufactured into pure substances. In the case
of metals, the concentrated minerals are further refined to
pure metal. This unwrought pure form is the result of
processing at smelters, refineries, and other types of plants.
Further processing into wrought forms (wire, plates, sheets,
strip, etc.) is typical before metals are ready for use in
fabricated products. For most of these items, production
figures refer to the mineral or metal content of the mined
material. Some SSA countries have facilities for conversion to
the pure form, but other products are exported from the
region in mineral form. Few SSA countries have facilities for
conversion to wrought forms.

7 Coakley, The Mineral Industries of Africa.

8 John Chadwick, “The Zambian Copperbelt,” MINING
Magaczine, Feb. 2002, pp. 64-70.

9 Composite of multiple unattributed references in various
issues of The Mining Journal LTD, London, 2001 and 2002,
and U.S. State Department reports available at
http://www.state.gov/p/at/ci/, first retrieved Mar. 20,
2002.

10 Conflict diamonds are rough diamonds, the importation
of which is prohibited by United Nations security council
resolutions because trade in these products fuels conflict.
Certain diamond-producing facilities in SSA are targets of
groups wanting to acquire control of valuable resources. The
funds derived from the sale of certain diamonds reportedly are
being used by rebels to finance military activities that include
the overthrow of legitimate governments, subverting
international stabilization efforts, and ethnic warfare. Source:
Senators Richard Durbin (D, IL), Mike DeWine (R, OH), and
Russell Feingold (D, WI), “To implement effective measures to
stop trade in conflict diamonds, and for other purposes.,” Bill
No. S.2027, 107th Congress, 2d Session, In The Senate of
the United States, introduced Mar. 18, 2002.

146

11 Gavin Horscroft, “Chambishi Metals,” MINING Magazine,
Feb. 2002, pp. 82-84.

12 Much of the data in the mining sector are withheld to
avoid disclosure of data of individual companies. The estimates
reflect a composite of industry analyst sources.

13 Bauxite, a mineral composite usually containing 60
percent alumina, is the primary mineral feeding the worldwide
aluminum industry.

14 Coakley, The Mineral Industries of Africa.

15 Infomine-africa.com, Mining Africa Yearbook 2002.

16 The Economist, “Copper Bottomed,” vol. 363, No. 8278,
June 22, 2002, p.18

17 Infomine-africa.com, Mining Africa Yearbook 2002.

18 James D. Gwartney and Robert A. Lawson, £Economic
Freedom of the World: 2002 Annual Report, Sixth Edition,
Fraser Institute, found at Internet address
http:.//www.fraserinstitute.ca/shared/readmore.asp?sNav=pb
&Iid=329, retrieved July 10, 2002.

19 Asia Intelligence Wire, “Zambian mischief,” July 18,
2002.

20 NewsEdge Headlines, “SA Minerals Bill: Boost to Black
Economics,” June 21, 2002. Paragraph also synopsizes other
press reports through Aug. 1, 2002.

21 Infomine-africa.com, Mining Africa Yearbook 2002.

22 |bid.

23 “KCM's funding, fate is on the line at Anglo talks,”
American Metal Market, May 14, 2002, found at Internet
address http.//www.amm.com/index2. htm.

24 The Economist, “Tragically undermined,” Special Report:
Zambian Copper, vol. 363, No. 8275, June 1, 2002, pp.
65-66.

25 Asia Intelligence Wire, “Tanzania convenes roundtable to
court new FDL.” July 18, 2002.

26 Mining Journal, “DRC revokes diamond monopoly,” vol.
336, No. 8631, Apr. 27, 2001, first reported by 7he
Johannesburg Star, April 23, 2001.

27 Infomine-africa.com, “Countries: CONGO DRC,” found at
Internet address
http://www.infomine-africa.com/CongoDRC.asp, retrieved July
18, 2002.

28 Anvil Mining NL, “Anvil Takes Major Step Forward with
Financing Facility to Initiate Development of Dikulushi,” Media
Release, July 10, 2001, found at Internet address
http://www.anvil.com.au/media/avi100701. htm, retrieved
Oct. 17, 2002.

29 Mining Journal, “Kabila sacks Gécamines head and
others,” vol. 337, No. 8650, Sept. 7, 2001.



TEXTILES AND APPAREL

Industry Overview

Textiles and apparel production data for SSA are not readily
available. Based on U.S. Department of State information
and United Nations trade data, the top five SSA textiles and
apparel producers are Mauritius, South Africa, Kenya, and
Zimbabwe, and, until early 2002, Madagascar.2 Other
significant producers include Lesotho and Swaziland.
Encouraged by the employment and trade opportunities
offered by AGOA, numerous SSA countries are expanding
their textiles and apparel industries.

Although their textile and apparel industries have been
growing in recent years, SSA countries together are still a
relatively small supplier of textiles and apparel to the global
market, accounting for less than 1 percent of world exports
of such goods in 2000. Textiles and apparel industries are,
nevertheless, a significant sector in industrial production
and a source of employment in a number of SSA countries.

Mauritius’ apparel industry ranks second to sugar in driving
the country’'s economic growth. South Africa’s textile and
apparel industry is the country’s sixth largest manufacturing
sector employer and the country reportedly has spent about
$900 million since 1994 to upgrade and modernize the
industry.3 South Africa’s textile industry directly employed
230,000 people and another 200,000 in dependent
industries such as transport and packaging in 1998.4
Kenya's textile industry is the country’s largest
manufacturing industry and employer.5 As a result of
AGOA, Kenya's apparel sector rose from 10 factories
producing $30 million in garment exports in 2000 to 24
factories producing $70 million in exports in 2001.6

Apparel assembly accounts for the majority of total SSA
sector production and exports. Leading apparel products
include sweaters, trousers, and basic shirts. Because the
manufacturing of these articles generally involves
standardized runs, simple tasks, and few styling changes,
they are particularly suited to countries that are still in the
initial stages of industrialization.

Although generally small, textile manufacturing in the SSA
countries has been growing. Some SSA countries produce
their own raw materials; for example, South Africa
produces wool, accounting for over half of the world’'s supply
of mohair wool;7 and Madagascar, Swaziland, and Céte
d’lvoire grow cotton. Other SSA countries lack access to
sufficient quantities of raw materials and fabrics and rely
heavily on imports from Asian and other suppliers.
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Industry and Sector Issues

SSA countries generally offer relatively low labor rates and
ample labor pools. In 2000, wage rates for Kenya were 60
cents per hour and for Madagascar were 37 cents per
hour. Fewer available workers and higher wage rates were
found in Mauritius at $1.47 per hour and South Africa at
$1.82 per hour, leading to a shift of some operations to
Madagascar, Lesotho, Mozambique, and other lower cost
SSA countries.8

Political unrest in Madagascar following a presidential
election has led to transportation disruptions and some
apparel plant closings because of reduced levels of clothing
inputs. Plant closures included the shutdown of a sweater
factory and also the large knit shirting operations owned by
foreign investor Novel Denim Holdings, a Hong Kong-based
denim manufacturer. Novel Denim incurred $5.2 million in
costs associated with production disruptions and plant
closures.9

SSA countries’ competitiveness has been hindered by
poverty and a resulting lack of capital, insufficient access to
quality raw materials, yarns, and fabrics, low industrial
development and weak domestic demand, along with
outdated technology, lower labor productivity-25 percent
lower than China and other low-cost suppliers10-and
increased input costs in recent years.11

Inadequate infrastructure-roads in disrepair and poorly
developed transportation networks, port delays and
bureaucracy, and unreliable power supplies—constrain
textile and apparel production, delay delivery times, and
increase textile and apparel production costs. Natural
geographic barriers that landlock Uganda, Botswana, and
Zambia boost transportation costs and slow deliveries,
making these suppliers less attractive as textile and apparel
sources for the U.S. and EU markets.12

Economic and Trade Policy Developments

Industrialization is a key concern of many SSA countries.
SSA countries such as Uganda, for example, have made a
commitment to expand their textiles and apparel industry in
order to boost the country’s level of industrialization.13

SSA countries have been implementing various measures
and programs to boost their textile and apparel industries.
Until early 2002 when political strife disrupted textile and
apparel operations, Madagascar's apparel industry had
expanded from the early1990s when export processing
zones (EPZs) were set up with such incentives as lower
corporate tax rates and the elimination of traditional local
ownership and local content requirements. The government
had also begun to privatize state-run industries.14 Until
early 2002, 140 of 230 companies established in
Madagascar’'s EPZs, or more than half, were apparel
assembly operations and were the largest employers.15

SSA countries have been working with the multilateral
lending institutions to expand their economies. See
investment section for information on recent projects in
Madagascar.
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. Under U.S. law (title V of the Trade Act of 1974, which
authorizes the GSP program), the President may not
designate textiles and apparel subject to textile agreements
as eligible for duty-free treatment under the GSP. These
products were considered import sensitive. Consequently,
to date, a negligible amount of U.S. imports of textiles and
apparel from SSA countries have entered under the GSP.

e Beginning on Oct. 1, 2000, AGOA authorized preferential
treatment for qualifying textiles and apparel from eligible
SSA countries for 8 years. AGOA extends duty-free and
guota-free treatment to apparel assembled in SSA
countries from U.S. -origin fabrics, as well as specified
guantities of apparel made from “regional fabrics” that are
produced in SSA countries from U.S. or SSA yarns.

e Imports of apparel made in SSA countries from regional
fabrics are subject to an annual cap that began on Oct. 1,
2000, equal to 1.5 percent (in square meter equivalents)
of total U.S. apparel imports by quantity in the preceding
12-month period, and rising in equal annual increments
over 7 years to 3.5 percent in the final 1-year period
beginning Oct. 1, 2007.

e A special rule allows apparel entered under the cap from
lesser developed SSA countries to be made of third-country
fabrics through September 30, 2004.16

e On Aug. 6, 2002, the President signed into law the Trade
Act of 2002 (P.L. 107-210). The legislation amends the
AGOA by doubling the size of the cap; that is, changing the
applicable percentage from the current level of 1.5 to 3.5
percent to a level of 3 to 7 percent over the 8-year period.
The Trade Act also clarifies that preferential treatment is to
be provided for knit-to-shape garments assembled in SSA
countries and allows Namibia and Botswana to use
third-country fabrics under the regional fabric cap ( a
provision set aside only for lesser-developed countries)
through September 2004.17
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SSA sector global imports, by country, 2000
($3.1 billion)

South Africa 24%
All other 32%

Nigeria 12%

Kenya 4%
Togo 5%

Madagascar 7%
Mauritius 7%

Benin 9%

Source: United Nations.

SSA sector global imports,
by HS chapter, 2000
($3.1 biflion)

Cotton textiles (52)

Man-made filaments (54)

Knit apparel (61)
All other

0 5 10 15 20 25 30
Share of total (percent)

Source: United Nations.

Major Share of Major Import Share of
Import Total Item Total
Source (2000) (percent) (6-digit HS) (2000) (percent)
China ............... 31 Used clothing (6309.00) .............. 11
Indonesia ........... 10 Cotton fabrics (5208.52) ............... 4
Korea ................. 8 Badges, etc. of man-made

United Kingdom ....... 6 fiber (6810.92)................ ... 2
France ................ 5

Source: United Nations.
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SSA sector global exports, by country, 2000
(%$2.3 billion)

All other 9%

Zimbabwe 3%
Kenya 3%

Mauritius 42%

Madagascar 17%

South Africa 26%

Source: United Nations.

SSA sector global exports,
by HS chapter, 2000
($2.3 billion)

Knit apparel (61)

Woven apparel (62)

Cotton textiles (52)

Wool textiles (51)

All other
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Share of total (percent)

50

Source: United Nations.

Share of
Total
(percent)

Share of
Total
(percent)

Major
Export

Major Export
Item
(6-digit HS) (2000)

Market (2000)

EU ..o 56 Cotton trousers (6203.42) ........... 12
United States ....... 28 Cotton T-shirts (6109.10) ............ 11
Iran ..., 3 Wool sweaters (6110.10) .............. 8
Cotton sweaters (6110.20) ............. 8
Cotton shirts (6205.20) ................ 7

Source: United Nations.
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U.S. sector imports from
SSA, by source, 2001
(8992 million)

All other 8%
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Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports from SSA,
by HS chapter, 2001
(8992 million)

Woven apparel (62)

Knit apparel (61)

All other
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Share of total (percent)

Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector imports under AGOA
(including GSP), by source, 2001
($358 million)

All other 4%
South Africa 9%

Lesotho 36% "
Mauritius 11%

Kenya 14%

Madagascar 26%

Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector imports under AGOA
(including GSP), by HS chapter, 2001
(8358 million)
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Knit apparel (61)

All other | 1
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Source: Compiled from official statistics of the
U.S. Department of Commerce.
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U.S. sector exports to SSA,
by market, 2001
(8120 million)
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Source: Compiled from official statistics of the
U.S. Department of Commerce.

U.S. sector exports to SSA,
by HS chapter, 2001
(8120 million)

Used clothing/
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Source: Compiled from official statistics of the
U.S. Department of Commerce.

Key U.S. Import Developments

U.S. imports of textiles and apparel from the SSA countries
rose by 26 percent in 2001, up from $992 million in
2000, which can likely be attributed to the implementation
of AGOA.

In 2001, U.S. imports from top SSA textiles and apparel
suppliers Lesotho rose by 55 percent, Madagascar by 63
percent, and Kenya by 46 percent from the 2000 levels.
U.S. imports from South Africa rose by 21 percent,
whereas U.S. imports from Mauritius fell by 3 percent in
2001. The slower growth rates and downturn in imports
from South Africa and Mauritius can at least partly be
attributed to their higher production costs and inability to
use third-country fabrics.18

Leading articles imported from the SSA countries were
cotton sweaters, trousers, and shirts, and wool or
cashmere sweaters.
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Key AGOA Trade Developments

In 2001, U.S. imports of textiles and apparel from SSA
countries under AGOA (including GSP) totaled $357.7
million, or 36 percent of total U.S. imports from the SSA
countries. Only 0.5 percent ($1.9 million) were
accounted for by imports entering under the GSP.

The principal woven apparel articles (59 percent)
imported under AGOA included trousers and shirts. The
principal knit apparel articles (40 percent) included
cotton and wool sweaters and cotton shirts.

A total of 85 percent of the articles imported from SSA
countries under the GSP were textile articles, primarily
transmission or conveyor belts, sails for boats, and
miscellaneous made-up textile articles.

A total of 77 percent of U.S. imports of textiles and
apparel entered under AGOA in 2001 came from
Lesotho, Madagascar, and Kenya, lower-cost textile
producers, whereas only 20 percent of U.S. imports
under AGOA came from Mauritius and South Africa.

Key U.S. Export Developments

SSA is a small export market for the U.S. textiles and
apparel industry, accounting for less than 1 percent
($119.9 million) of total U.S. exports in 2001. U.S.
exports to the region declined by 38 percent in value
during the 1997-2001 period. Increased competition
from Asian suppliers likely explains the decline in U.S.
exports to the region during the period.

South Africa has consistently been the United States’ top
export market in SSA in recent years. U.S. textile and
apparel exports to South Africa totaled $22.4 million in
2001.

The leading U.S. product exported to SSA in 2001 was
used clothing, which accounted for 51 percent of total
U.S. textile and apparel. Used clothing from the United
States is perceived as stylish and higher quality and
therefore often outsells apparel produced in domestic
apparel facilities.19 Other leading U.S. exports to SSA
include woven fabrics of synthetic filament; pile fabrics;
various made-up textile articles; and knitted or crocheted
fabrics.

Since 1992, South Africa has been implementing a
significant 12-year tariff reduction program for textiles
and apparel. Textile tariffs are being reduced from 100
percent to 45 percent on clothing, from 50 percent to
25 percent on fabrics, from 35 percent to 17.5 percent
on yarn, from 15 percent to 10 percent on fibers, and
from 60 percent to 30 percent on household textiles.
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Major SSA sector investment policy developments

Country/region

Development

Mauritius

Adopted new investment promotion act in
December 2000 to streamline legal frame-
work and enhance investment promotion
and facilitation.!

Madagascar

Until early 2002, the textile and apparel
industry had grown steadily since the es-
tablishment and expansion of export proc-
essing zones (EPZs) that had begun 1990.
The EPZs have offered several investment
incentives, boosted textile and apparel
manufacturing.

Lesotho

Following political unrest in the late 1990s,
the Government introduced incentives to
attract foreign investors (principally from
Taiwan, South Korea and South Africa) to
the local economy. Generally FDI is con-
centrated in the manufacturing sector.

South Africa

The South African government actively
seeks foreign investment and conducts in-
vestment promotion efforts to attract U.S.
investment in its textiles, apparel, and oth-
er priority industries. Policies to boost in-
vestment include allowing foreign inves-
tors 100 percent ownership, eliminating
most foreign exchange controls, and per-
mitting foreign firms to be eligible for ex-
port incentive programs, tax allowances,
and other trade regulations.??

Major Investments

Although most FDI in Mauritius has been concentrated in
low-skill manufacturing activities in the EPZs, such as
textiles and apparel, FDI in these zones totaled only
$300,000 in 2000. AGOA has reportedly prompted
several apparel companies to open regional buying
offices in Mauritius: Mast Industries Ltd. (subsidiary of
the Limited), the Gap, Eddie Bauer, and William E.
Connor. Also, American & Efird Inc. began its operations
of a joint venture thread dyeing plant. Country sources
report that AGOA is encouraging foreign investment by
firms in China, India, and Italy to construct cotton
spinning mills.23 Shanxi Tianli Enterprises Ltd. of China
began construction of a $60 million cotton yarn-spinning
mill in Mauritius in early 2002.24

Major known U.S. investors in South Africa reportedly
include Levi Strauss and Sara Lee.25 Since AGOA was
implemented, U.S. apparel buyers pursuing business in
South Africa include Victoria's Secret, the Gap,
Nordstrom’s, J.C. Penney, and Wal-Mart.26
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FDI investment in Lesotho is primarily concentrated in
the manufacturing sector which includes textiles and
apparel production. As in many SSA countries, Asian
investors (Chinese, Taiwanese and South Korean) as well
as investors from South Africa dominate FDI in Lesotho.
Chinese-owned operations reportedly have been the
principal suppliers to the U.S. market.27 Several
Taiwanese garment producers have opened large
factories to take advantage of AGOA.28 Currently, there
are no known significant U.S. textile investors in
Lesotho.29

Investment Issues

Political instability in several SSA countries, such
Madagascar30 and Cote d'lvoire, have disrupted textile
operations and led to some plant closures and could
discourage new foreign direct investment.

Multilateral Lending

In 2001, the International Finance Corporation approved
a $27 million project and a loan of up to $8.5 million to
modernize the manufacturing equipment, capacity, and
facilities of Cotona, the largest vertically integrated textile
manufacturer in Madagascar.31
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2001 Investment Climate Statement.”

24 U.S. Department of State telegram, “Updated
Information for Use in 2002 President's Report on AGOA,”
message reference No. 451, Apr. 17, 2002, prepared by
U.S. Embassy, Port Louis.

25 U.S. Department of State telegram, “Investment
Climate for South Africa - FY 2001.”

26 U.S. Department of State telegram, “Scenesetter
for USTR Zoellick: AGOA is working in South Africa,”
message reference No. 772, prepared by U.S. Embassy,
Pretoria, Apr. 12, 2002.

27 Steele, “AGOA: New Opportunities for the Textile and
Clothing Industries in Sub-Saharan Africa,” p. 99.

28 Angela Mackay, “Africa Woos Far Eastern Fashion
Factories,” Sunday Business, Sep. 23, 2001.

29 U.S. Department of State telegram, “Lesotho
Investment Climate Statement 2002,” message reference
No. 407, June 13, 2002, prepared by U.S. Embassy,
Maseru.

30 U.S. Department of State telegram, “Madagascar
Election: The Economic Impact of Civil Protests,” message
reference No. 346, prepared by U.S. Embassy
Antananarivo, Feb. 8, 2002.

31 International Finance Corporation, “Summary of
Project Information - Project Cotona Il - Project number
8660,” found at Internet address
http://wbin0O018.worldbank.org/IFCExt/spivebsitel.nst/f
f6b5ca54 705f90185256c55004c6db3/ef997ef3f4f972
4585256a3b00 7c6f3920penDocument, retrieved July 3,
2002.
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CHAPTER 6
Country Profiles

This chapter presents economic data on the 48 countries of SSA. It consists of four
sections. The first section briefly discusses the region, broadly comparing countries and
identifying common factors. The second section discusses the tariff structure of SSA
countries. The third section consists of technical notes regarding data and information
sources. The last section consists of the 48 country profiles.

Regional Overview!

SSA still faces a number of barriers to achieving sustained economic growth. In
general, Africa’s share of world FDI has fallen in the last two decades; foreign aid
levels have subsided; and most commodity prices (SSA’s primary exports) have
declined substantially, deteriorating its terms of trade. The estimated 6 percent annual
real growth rate necessary to achieve significant poverty reduction and sustainable
development continues to elude the region.2 Despite these barriers, SSA generally
experienced a relatively strong 4.3 percent GDP growth rate in 2001. Africa’s
relatively strong economic growth in 2001 was in part because of robust agricultural
growth in East Africa, cessation of some conflicts, and better macroeconomic
management.3 There were, however, significant disparities in growth ranging from
exceptional growth in petroleum-rich Equatorial Guinea (65 percent) to negative
growth in Zimbabwe (-7.5 percent).” Total GDP for SSA was $323 billion in 2000, a 1
percent increase ($3.3 billion) over 1999.° Total GDP fell to $167 billion, a 48 percent
decrease from the total SSA figure, when South Africa and Nigeria were excluded.
The average real GDP per capita in 2000 was $984 (figure 6-1).6 The top ranking
countries were Seychelles, Mauritius, Gabon, South Africa, and Botswana. The
countries with the lowest per capita GDP were Ethiopia, Burundi, Eritrea, Sierra Leone,
and Malawi. A total of 36 countries, or 80 percent, ranked below the region’s average
per capita GDP.

External debt levels remain high for many SSA countries. One indicator of the relative
burden of debt levels on SSA countries is the debt-to-GDP ratio. Namibia, Botswana,

1 Data for tables and figures in this introductory section are from the World Bank, African
Development Indicators 2002 unless otherwise indicated.

2 United Nations, Economic Development in Africa, (New York and Geneva; 2001).

3 United Nations Economic Commission for Africa, £conomic Report on Africa 2002 (Ethiopia,
2002), passim.

4 Ibid.

ZWorId Bank, African Development Indicators 2002 (Washington, DC: 2002).

Ibid.
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Figure 6-1
Real Per Capita GDP, 2000 (constant 1995 US$)
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Note.—Due to lack of data, DROC, Liberia, and Somalia have not been included.

Source: World Bank, African Development Indicators, 2002.
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South Africa, Swaziland, and Eritrea have relatively low debt-to-GDP ratios of less
than 0.21. Sdo Tomé & Principe, Guinea-Bissau, the Republic of the Congo,
Mozambique, and Zambia ranked as the countries with the highest debt-to-GDP ratios
with ratios exceeding 1.7 (figure 6-2). Another factor further exacerbating the debt
burden was the declining levels of aid to SSA. For example, aid to the continent fell
from $28.6 billion in 1990 to $16.4 billion in 2000.”

While the value of world trade has tripled in the last two decades, the value of SSA’s
world trade has increased by only 10 percent.® One factor was SSA’s continued heavy
reliance on exports of primary commodities, such as coffee, tea, copper, and cocoa,
many of which have been experiencing declining international prices. Madagascar,
Mauritius, Senegal, Sierra Leone, and the countries of the Southern African Customs
Union (primarily South Africa and Lesotho) rank among the few SSA countries to have
successfully diversified (table 6-1).° As mentioned, many sub-Saharan countries
experienced low levels of investment. Although global FDI increased 18 percent in
2000, FDI inflows to Africa have fallen, bringing the continent’s share of world FDI to
less than 1 percent.1? Privatization, a primary vehicle for investment, also experienced
a decline. While previous years have seen the privatization of relatively politically easy
parastatals, many countries are encountering the more politically difficult
privatizations that have provoked resistance from trade unions and the general public.
In addition, many of the remaining companies are deep in debt, compete with some
companies that remain heavily state controlled, or operate in sectors where
government price controls still prevail, thereby inhibiting new investment.!! The African
Trade Insurance Agency was launched in August 2001 to provide political risk
insurance, to promote trade, and, more broadly, to improve the investment climate.!2
A concern for SSA is the HIV/AIDS pandemic and its impact on the labor force and
SSA economic development. HIV/AIDS has a significant adverse impact on life
expectancy and labor productivity. One health writer pointed out that although the
epidemic’s effects varied by African country, by the end of 2000, 25.3 million people
were infected in SSA. This included 3.8 million new infections in 2000 and an average
HIV rate of 8.8 percent throughout Africa.13 According to officials of UNAIDS and the
World Health Organization, by 2010 some of the more severely affected countries
could experience an 8 percent drop in per capita GDP due to the effects of AIDS and
HIv.14

" United Nations, /ndependent evaluation of the implementation of the United Nations New Agenda
for the Development of Africa (New York: June 2002).

8 John Murphey, “Africa Strives to Sell to Others,” Baltimore Sun, June 10, 2002.

9 Economist Intelligence Unit, “Commodities — Primary Mover?”July 18, 2002.

10 Stephen Williams, “Slump in African FDI,” African Business, January 2002.

11 Neil Ford, “Privatization in Africa,” African Business, May 2002.

12 UNCTAD, World investment Report 2001, (Geneva: 2002).

13 Jeff Gow, “The HIV/AIDS Epidemic in Africa,” Health Affairs May/June 2002.

14 UNAIDS and WHO, A/Ds Epidemic Update - December 2001, (Geneva: 2001).
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Figure 6-2
Debt-to-GDP Ratio, 2000
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Tariff Structure

Table 6-1
Share dependance on exports of primary products, selected sub-Saharan
African countries, 1998-2000

Percent

Country

ANGOla o 100
Zambia ... 100
NIgrIa .« ot 99
Democratic Republic of the Congo . ....... ... ... i 96
GabON . 96
Uganda . . ... 92
CaMEBIO0N .« o 90
COte d'IVOITE . . ottt 81
TANZANIA . . o 79
KNy . 77
ZIMbabWe . .. o 72
Ghana ... 68
SeNEgAl . . 45
SACU 37
MadAgASCAr . . . .ot 28
MaAUFIIUS © . oot e e e e e 24
SIBITA LBONE . . it e 16

Source: EIU, “Commodities — Primary Mover?” July 18, 2002.

Most of the governments in SSA are WTO Members or are involved as WTO
observers.1® Thirty-eight governments in SSA are WTO Members, while three others
have established accession working parties,!® and others have requested observer
status without as yet electing to accede to the WTO (table 6-2).17

Despite their WTO participation, accurate tariff information for SSA is scarce. In the
situations where tariff data for sub-Saharan countries are available, the information
can be spotty, inconsistent, and nontransparent. When a picture does emerge of
African tariff regimes, it generally indicates high tariffs that are likely to hinder, rather
than facilitate, trade. Common among WTO schedules and other tariff information
available are high to prohibitive tariffs (e.g., tariffs averaging from 35 to 100 percent),
as well as extra import charges, taxes, or fees that do not promote a transparent trade
environment that, in turn, could facilitate expanded trade.

15 The following 10 governments of SSA are not WTO Members: Cape Verde, Comoros, Eritrea,
Ethiopia, Equatorial Guinea, Liberia, S&o Tomé and Principe, Seychelles, Somalia, and Sudan.

16 WTO accession working parties were established for the following SSA countries: Cape Verde
(July 2000), Seychelles (May 1995), and Sudan (November 1994).

17 The following SSA countries have requested WTO observership: Ethiopia (October 1997),
Equatorial Guinea (March 2002), Liberia (June 2000), and Sdo Tomé and Principe (January 2001).
Countries with established WTO accession working parties also enjoy observership status, namely, Cape
Verde, Seychelles, and Sudan. See WTO, WT/ACC/11/Rev. 1 (09.vii.02.), WT/L/448 (03.iv.02.),
WT/L/357 (15.vi.00.), WT/L/389 (25.i.01.)
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Table 6-2
Sub-Saharan Africa Tariff Averages

Agricultural
Country Agricultural Industrial ~ and Industrial
WTO members:
Angola. ... 133 80.0 A
BENIN ettt ¢ ©) 11.0
Botswana ...................... ..., 8.0 8.6 8.5
BUrKINA FASO .o v e e 25.9 235 A
Burundi ...t ¢ ©) 7.4
Cameroon . .........ooueueuennnnn... 211 18.0 &
Central African Republic ............... 211 174 A
Chad ... 15.9 156 0
Congo, Democratic Republic ............ 19.5 200 Q)
Congo, Republic . .................... 17.8 175 Q)
Cote d'IVOIre . .......oovevieein .. 19.7 188 A
Djibouti ... 225 320 Q)
Gabon ... 235 17.2 (1)
Gambia ..o 0 C) 13.6
Ghana . ... 20.2 13.8 O
GUINEA . . ettt ¢ ©) 16.4
GUINEa-BISSAU . ..o vt 40.0 50.0 &
Kenya ... 20.6 16.5 0]
lesotho ......... .. 8.0 8.6 85
Madagascar ........................ 56 6.0 Q)
Malawi .................c i 175 155 A
Mali oo 161 104 )
Mauritania . .. ......oveeaeea A 0] 20.3
MaUFIEUS . o . ove e e e e 217 19.2 &
Mozambigue . ....................... 19.9 162 A
Namibia .............. ... ... ...... 8.0 8.6 8.5
Niger .o ¢ ©) 18.3
Nigeria ... 29.5 20.2 21.8
Rwanda ..............o ., 378 275 34.8
Senegal ... 0] 6] 123
Sierraleone ...........iiiiiiii. A O 21.0
South Africa......................... 8.0 8.6 8.5
Swaziland ............ ... ... ..., 8.0 8.6 8.5
TANZANIA © oo oee e 171 18.0 A
TOGO vt 136 133 6]
Uganda ..........o.oeiiiiiiiiii., 122 85 Q)
Zambia ..., 17.1 14.4 (1)
Zimbabwe ... 277 173 O
WTO Average . .................. 18.6 19.0 14.6
Non-WTO members:
CapeVerde ...........cccovvuvvenn.. 6] 6 20.0
COMONOS .ot oee e ©) o) &
1 R O A A
Ethiopia .. ..o 371 317 Q)
Guinea, EQU. . ..o 211 18.4 A
Lberia . ..ot 0! o) &
SEOTOME oot A 0 A
Seychelles . .............coiiii.... §) §) 0]
Somalia . ..o A O 232
SUdaN ... 12.4 4.7 O
Non-WTO average ................ 235 18.3 21.6
All sub-Saharan Africa ........... 21.0 18.6 181

1 Not available.

Note.-Simple average tariff data for sub-Saharan Africa is reported by separate agricultural and
industrial sectors where available, or by a single combined average tariff or if more current. Be-
cause of the scarcity of tariff data for sub-Saharan Africa, the data reflect tariff rates reported for
various years from 1993 to 2001 and the data reflect a mix of applied and bound tariff rates.

Source: Compiled by USITC from data of the WTO and World Bank.
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Tariff Data, Avallability, and Comparability

The tariff information available for SSA and used in this report comes primarily from
sources such as the WTO, UNCTAD, and the World Bank. These data include the—

e WTO, Results of the Uruguay Round, CD-ROM,;

e WTO Trade Policy Reviews (CD-ROM and from the WTO website at
WWw.wio.org);

e WTO Integrated Data Base (CD-ROM, version 4);

e UNCTAD TRAINS for Windows database CD-ROM:;!8 and
e World Bank, World Development Indicators 2002.

The coverage of different SSA countries varies among these sources, but no one source
covers all 48 countries. The WTO database of the Uruguay Round results covers 38
countries—the broadest coverage-whereas the UNCTAD TRAINS disc covers 16
countries, and the World Bank website covers 11, with some overlap involved among
all three sources.

Comparability also varies among these sources. The tariff information from WTO
national schedules of concessions typically represents the maximum tariff that a
government agrees can be levied legally—in effect a tariff rate ceiling for each product
category.

Bound tariff rates can contrast sharply with applied tariff rates typically published in
national tariff schedules. Although the bound rate is the maximum possible tariff
charge that can legally be levied under the GATT on an import, the applied rate is the
standard tariff charge commonly levied on an import in daily commerce.

Although the bound tariff rate and the applied tariff rate for an imported article can be
the same or approximately so (i.e. the applied rate may be equal or near the bound
rate), the two rates could differ significantly in situations where a government has
agreed during negotiations only to a bound rate that is greater than the applied tariff
rate typically charged. Thus, obtaining a tariff binding may be an initial goal of
negotiators, whereas obtaining a tariff binding at a lower applied tariff rate may
prove a subsequent goal.

A bound tariff rate higher than the applied rate permits a government to raise tariff
rates above the applied tariff rate as an instrument of trade policy without the required
payment of trade compensation that would otherwise be due under WTO multilateral
trade rules to a trading partner whose exporters are suddenly confronted with
additional tariff duties. A large difference between standard applied tariff rates and
higher bound tariff rates might act as a brake on expanding trade if it suggests to
traders an unpredictable tariff policy.

18 TRAINS is the acronym for the Trade Analysis Information System.
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Commitments in the WTO schedules are being phased in over various implementation
periods, and so may not be the tariff rate currently imposed on a product.
Market-access commitments for most industrial products (HS chapters 25 to 97) were
phased in with five equal-increment reductions starting on the Jan. 1, 1995,
establishment of the World Trade Organization, and the final rates were to enter into
effect at the start of 1999.

However, market-access commitments for agricultural products (HS chapters 1 to 24)
were to be phased in over implementation periods that varied by a WTO Member’s
level of economic development:®

e Developed country WTO Members had 6 years to phase-in their agriculture
commitments;

e Developing country WTO Members had 10 years to phase-in their agriculture
commitments; and

e Least developed country WTO Members were not required to make
agricultural market-access commitments.

Consequently, although developed country agriculture commitments were to be in
place at the start of 2000, developing countries have until 2004 to finish phasing in
their agricultural market-access commitments. Moreover, least developed
countries-the status for much of SSA-were not required to make agricultural
market-access commitments in the Uruguay Round.

In contrast to most WTO tariff data publically available, the tariff information from the
UNCTAD database and World Bank sources appears to be based largely on applied
tariff rates. Thus, the WTO schedules cover the widest array of sub-Saharan countries,
but reflect a higher average tariff rate (comprising bound rates) in their coverage,
compared to calculations derived from national tariff schedules where applied tariff
rates are shown. In addition, the version or year of a tariff schedule may affect the
utility of available tariff information as well. For example, South African tariff
schedules for 1997, 1998, 1999, or other years may all be available, which will affect
in turn the five countries that are party to the Southern African Customs Union,
depending on which schedule is selected.

Other tariff information is available but only adds to the mixture in terms of data
comparability. The WTO Integrated Data Base PC CD-ROM (revision 4) provides tariff
information for a very few SSA countries (Madagascar, Mali, and Togo), but typically
provides applied tariff rates.

In March 2002, the WTO revised its listing entitled “Tariff Information Available in the
Secretariat.”20 It updates the list of available tariffs and their latest modifications as of

19 WTO, “Tariff Information Available in the Secretariat,” revision, G/MA/TAR/3/Rev.7, Mar. 1,
2002.
20 Tg some extent, implementation dates also varied.
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Mar. 1, 2002. It is drawn from three sources: national editions of the customs tariffs,
publications of the International Customs Bureau in Brussels, Belgium; and the German
Bundestelle fuer Aussenhandelsinformation (BFAI). The list indicates that, although
many SSA governments have some tariff schedules on file in Geneva with the WTO
Secretariat, the WTO has no tariff information available for WTO members Burundi,
Djibouti, Gambia, and Rwanda; for non-WTO members Cape Verde, Eritrea,
Ethiopia, Equatorial Guinea, Liberia, S&o Tomé and Principe, and Somalia; nor for a
number of regional trade arrangements such as COMESA, SADC, and WAEMU.

Glossary and Definitions
Definitions used in table 6-2 and this tariff structure section include the following:

e Agriculture tariff averages are a simple average of rates for HS chapters 1 to
24.

e Manufactures tariff averages are a simple average of rates for HS chapters
2510 97.

e The terms “manufactures,” “industrial tariffs,” and “nonagricultural tariffs”
are interchangeable, referring to goods or rates for HS chapters 25 to 97 in
aggregate.

e The term “charge” indicates the “Other Duties and Charges” column in WTO
national schedules, encompassing both normal and special levies.

e |CB tariff schedules indicate those from the International Customs Bureau
(Brussels, Belgium).

e BFAI tariff schedules indicate those from the German Bundesstelle fur
Aussenhandelsinformation.

e The term “schedule anomaly” indicates that a national schedule entry was
corrected for apparent errors.

Technical Notes and Data Sources

Attempts have been made to provide standard and consistently defined measures for
each country profile, but because of statistical methods and data limitations, coverage,
practices, and information may differ, both among the 48 countries and among
different sources. Consequently, full comparability cannot be assured. The data are
drawn from sources thought to be the most authoritative and most recent. As statistical
systems in many countries remain weak and government data publication can be
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significantly delayed, availability and reliability can be compromised. To facilitate
cross-country comparisons, values of many national series have been converted from
the national currencies to U.S. dollars, using the World Bank Atlas methodology.2!
Data series expressed in constant U.S. dollars and exchange rates use a base year of
1995. Most group averages are weighted according to the relative importance of the
countries in the group total where appropriate, and shares and ratios are calculated
using current price series.22 “MR” indicates “most recent year available.” “NA”
indicates “not available.” Some data based on estimates in previous editions have
been updated or replaced with actual data or improved estimates.23 In situations
where official exchange rates diverge by an exceptional margin from the rate
effectively applied to international transactions and a more appropriate conversion
factor is estimated, the dollar value of GDP may not equal the local currency GDP
value multiplied by the exchange rate. Referenced information throughout the text is
primarily drawn from sources including African Business (London), World Trade,
Associated Press, Agence France Presse, Corporate Council on Africa’s Africa 2002
Report, and The Economist Intelligence Unitcountry reports. Discussions relied on these
sources, as well as the U.S. Department of State, the World Bank, and the International
Monetary Fund. Text references to the “formal” sector indicate activity that is linked to
official administrative entities (such as through tax collection); and text references to
the “informal” sector indicate activity primarily unmonitored by administrative entities
(such as cash payments to employees). All country profile text discussions represent
reported information from the just-referenced sources, and are not Commission
opinion or assessment. Statistical data for the 48 countries were sourced from the most
recent data available from the £conomist Intelligence Unitas of June 2002 (economic
and world trade indicators),2* World Bank Africa Database (net FDI),2% and the U.S.
Department of Commerce (U.S.-SSA trade data).28 Some countries’ “Composition of
GDP” charts are divided into primary, secondary, and tertiary sectors. These are
defined as: primary — agriculture, fisheries, mining, and quarrying; secondary —
manufacturing, construction, electricity, water, and other utilities; and tertiary —
primarily service activities, such as retail, financial, real estate, and government
services.

Profiles of 48 sub-Saharan African Countries

Each country profile contains Economic, Trade, and Investment and Privatization
sections. Each section combines a tabular or graphical summation of related key

2L\World Bank, African Development Indicators 2002, Washington, DC, p. 2.

22 |bid., p. 2 and 3.

23 |bid., p. 2.

24 Fconomist Intelligence Unit various Country Economic Structure profiles, 2001. EIU data include
both official government data and EIU estimates when official source information is unavailable.

25\World Bank, African Development Indicators 2002 (drawn from World Bank Africa Database).

26 Compiled from official statistics of the U.S. Department of Commerce.

27 For historical information, see previous editions of this report (USITC, U.S. Trade and Investment
with Sub-Saharan Africa, Investigation No. 332-415, publication 3371 and 3476).
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economic indicators or information with a brief discussion of the topic with emphasis
on the last 12 months.2” Because of the close link between investment levels and
privatization efforts for many SSA countries, this edition has combined these two
previously separate sections. Where available, information on the climate for services
was included as part of the trade profile discussion.28

28 See other chapters of this publication for more in-depth discussions of trade, investment,
multilateral and bilateral assistance, and regional organizations.
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ANGOLA

Economic Overview

Economic Indicators

2000 2001 Difference
GDP (nominal, Kz bn) 40.1 89.6 49.5
GDP (US$ bn) 4 4.1 0.1
CPI Inflation (annual average; %) 325.3 115 -210.3
Goods Exports (US$ mn) 8,090 6,910 -1,180.0
Goods Imports (US$ mn) 2,469.9 2,667.4 197.5
Trade Balance (US$ mn) 5,620.1 4,242.6 -1,377.5
Current Account Balance (US$ mn) -109.9 -497 -387.1
Foreign Exchange Reserves 1,198.2 732 -466.2
(US$ mn)
Total External Debt (US$ bn) 10.6 10.6 0.0
Debt Service Ratio, paid (%) 16.9 18 1.1
Exchange Rate (Kz/US$) 10 22.1 12.1
Origins of GDP (1999)
Agriculture
(7%)
Others
(12%)
Manufacturing
(4%)
Services
(7%)
Mining
(9%)

Real GDP Growth Rate
[ ]

Percent

Economic Profile

Angola has substantial natural resources, such as
petroleum, which contribute significantly to GDP.1
Angola also has reserves of natural gas and
diamonds, as well as hydroelectric potential.
Manufacturing and agriculture, which employ most of
the population, contribute modestly to GDP. Civil
unrest and political uncertainty, however, have
severely impacted economic growth. In recent
months, however, Angola has experienced increased
stability that is more conducive to economic growth.

Fiscal and monetary policies have resulted in high
inflation and low GDP growth. With one the highest
inflation rates in SSA, Angola has experienced
unabated price increases driven by a loose monetary
policy. In an effort to halt hyperinflation, Angola has
remonetized four times since its independence in
1975. Monetary and fiscal discipline remain poor
despite an April 2000 IMF agreement. The central
bank continues to intervene in support of the kwanza.

At the end of 2001, the IMF reviewed economic
performance and policies as well as the lapse of the
staff-monitored program. The IMF conducted a
partial audit of the petroleum sector. In addition, it
recommended greater fiscal and financial
transparency, a reduction in off-budget expenditure,
and increased spending on health and education.
Although a number of the goals have been attained,
reform is behind schedule. Angola missed its 2001
year-end targets established by the IMF, which were
necessary for loan restructuring. In addition, efforts
to draft a PRSP have encountered obstacles.

O L NWhouo N

1997 1998

1999

2000

2001

1 Due to delays in official statistics resulting in analyst and
government estimates, the significant role of the petroleum
sector, and different measurement terms for trade and GDP
data, trade balance may exceed GDP.
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ANGOLA

Main Trade Partners, percent of total, 1998

Markets Sources
United States 49.4% Portugal 15.9%
China 13.9% United States 10.3%
Belgium/ 7.8% South Africa 10.2%
Luxembourg
France 5.1% France 5.6%
Main Trade Commodities, US$ million
Exports 1999 Imports 1996
Crude Ol 4,305 | Consumer goods 712
(excluding food)
Diamonds 577 | Capital goods 327
Refined Intermediate 299
petroleum 75 | goods
products
Gas 10 |Food 295
U.S. Trade Balance
mm U.S. exports
Millions of U.S. Dollars = 1.5 Imports
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Kez Investment and Privatization Sectors

e Petroleum and energy-related products
e Minerals and mining (diamonds)

Trade Profile

Because of civil unrest and the historic government’s
land policies of confiscating settler farms and
establishing inefficient state farms and marketing firms,
Angola continues to depend on food imports despite
plentiful arable land. Petroleum is the predominant
export for the country, making up 95 percent of the
export receipts. Angola is the second largest producer
of petroleum in SSA. The country also produces smaller
quantities of liquefied natural gas and refined petroleum
products. Trade diversification continues to be
hampered by rail corridors and ports that are in decay.
Because of civil unrest, however, the large diamond rich
areas are considered to be under-explored.

In 2001, U.S. exports to Angola consisted primarily of
machinery and mechanical products; and U.S. imports
from Angola consisted primarily of mineral fuels.

Angola is not designated an AGOA-beneficiary country.

Investment and Privatization Profile

The operating environment for business is extremely
adverse because of a weak regulatory framework and a
high cost structure imposed by economic distortions.
Consequently, investment outside the energy sector has
been hampered by a tenuous legal framework,
corruption, civil unrest, weak enforcement of private
property rights and contracts, and a devastated
infrastructure, including roads and rail systems.
Inadequate telecommunication services also contributed
to a poor investment environment. Large offshore
crude petroleum discoveries and exploration have
boosted investments in the petroleum sector. A March
2002 agreement between Angola and the Republic of
the Congo resolved their border dispute opening the
petroleum sector to further investment. Sonangol, the
state-owned petroleum company, has established many
joint ventures with foreign companies. In early 2002,
Sonangol signed a letter of intent with five petroleum
firms (ChevronTexaco, TotalfinakElf, ExxonMobil, British
Petroleum, and Norsk Hydro) to invest in liquified
natural gas plant production.

Angola’s privatization program has been fairly weak,
reportedly lacking financing and administrative support.
The privatization overseeing body stated in October
2001 that seven state-owned companies were slated
for privatization. These included a woodworking
company, an oil and soap factory, two biscuit
manufacturers, two flour millers, and the Katekero
Hotel. As of the end of 2001, however, these
state-owned companies had not been sold because of a
lack of interested buyers. Privatization of the state bank
was a key requirement of the ongoing IMF program,
and state officials announced in September 2001 that
consultants would be appointed to prepare the sale of
51 percent of the bank. Generally, Angola’s privatized
companies have not performed well. Plans to divest the
telecommunications sector were announced in 2001
and for the banking sector in 2002.
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BENIN &

Economic Overview
. . {
Economic Indicators ‘a{ O
2000 | 2001 Difference  Economic Profile J
GDP (nominal, CFAfr bn) 1,605.4 | 1,755.7 150.3

Despite its endowments of offshore crude petroleum
GDP (US$ bn) 2.3 2.4 0.1  deposits, limestone, marble, and timber, Benin's
economy continues to be constrained by its small
market size. Benin is heavily dependent on

Goods Exports (US$ mn) 186 209 23.0 international donor assistance and economic
performance is subject to fluctuations in world

CPI Inflation (annual average; %) 4.2 3.3 -0.9

Goods Imports (US$ mn) 438 455 17.0 " commodity prices. Historically low international
Trade Balance (US$ mn) 952 246 6.0 cotton prices dampened potential eqo_nomic
performance. A February 2002 decision to lower
Current Account Balance (US$ mn) -182 -158 24.0 gasoline prices led to shortages of gasoline and
- kerosene. Efforts by Benin's SBEE Electrical Company
(Fggignan)XChange Reserves 458.1 >80 121.9 {9 link Benin's electrical grid with Nigeria may lessen
its use of electricity from Ghana and Cote d'lvoire,
Total External Debt (US$ mn) n/a n/a n/a and make supply more reliable. Benin's industrial
sector contributed minimally to GDP.
Debt Service Ratio, paid (%) n/a n/a n/a
Benin's economic policies during 2001 concentrated
Exchange Rate (CFAfr/US$) 712 [ 7323 203 on reducing poverty, economic development,
enhancing the business environment, improving
Origins of GDP (2000) government financial management, and developing

an effective anticorruption regime. In late 2001, the
government announced plans to streamline legal and
regulatory frameworks to facilitate private sector
growth, as well as plans to strengthen the banking

Primar) . . .
(37%))/ system. In 2002, Benin failed to meet some of its
Tertiary budgetary targets to the IMF and World Bank
(49%) because of strikes and social unrest, high petroleum

prices that contributed to higher-than-expected
import bills, and depreciation of the CFA franc. Benin
successfully met its UEMOA convergence criteria by
maintaining a budget deficit below 3 percent.
Government public spending, however, kept inflation

Seconaary rates higher in Benin than in the rest of UEMOA.
(14%)

1997 1998 1999 2000 2001

Real GDP Growth Rate
[ ]

Percent
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BENIN

Main Trade Partners, percent of total, 2000

Markets Sources

Italy 17% France 20%
India 16% China 11%
Indonesia 11% Céte d'Ivoire 9%
Thailand 4% Germany 5%

Main Trade Commodities, US$ million, 2000

Exports Imports
Cotton and 152 Food 211
textiles
Capital goods 116
Fuel 153

U.S. Trade Balance

Miflions of U.S. Dollars
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U.S. imports
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9 2000

Net Foreign Direct Investment

2001

Miflions of U.S. Dollars

-10

1996 1997

1998

1999

2000

Kez Investment and Privatization Sectors

Agriculture and forestry
Minerals and mining

Petroleum and energy-related products

Trade Profile

Cotton was Benin's principal export sector,
representing 90 percent of total official foreign
currency earnings and roughly 50 percent of GDP.
Low international cotton prices were partly offset by
rising reexports to Nigeria, Niger, and Burkina Faso.
Benin also has made efforts to improve the
performance at the Port of Cotonou to lure transit
trade from the Port of Lagos and to promote closer
economic ties with Nigeria.

On Apr. 4, 2002, Benin and seven other West African
countries signed a Trade and Investment Framework
Agreement with the U.S. government. State-owned
Sitex (cloth and thread) and Sobetex (printed cloth)
ceased exporting to the United States partly because
the higher input costs made their products less
internationally competitive.

In 2001, U.S. exports to Benin consisted primarily of
textiles, machinery and equipment, and iron or steel;
and U.S. imports from Benin consisted primarily of live
animals and wood. In addition, Benin has been
designated a beneficiary country under AGOA. AGOA
(including GSP) imports from Benin totaled $178,000
in 2001.

Investment and Privatization Profile

Benin continued plans to establish industrial free-trade
zones in each of its 12 departments to attract
domestic and international investment. Investors will
be provided with tax breaks, as well as preferential
access to water, electricity, and telephone services. A
Chinese-European shirt and apparel joint venture
reportedly may build a factory near Cotonou to benefit
from AGOA. Also, a Hong Kong company expressed
interest in importing 3,000 sewing machines to
assemble apparel for the U.S. market with production
valued at $60 million and for the Japanese market
with production valued at $50 million.

In late 2001, the government drew up a new
timetable for privatization. Changes in the new time
line included proposals to increase private participation
in the Cotonou port, to continue liberalization of the
cotton sector, and to sell state interests in the textile
sector. For example, in 2001-02, the government of
Benin privatized the cotton parastatal. In January
2002, West Cost Energy (U.S.) announced that it had
invested $80 million in Benin to build a
75-t0-125-megawatt power plant and a 40 km gas
pipeline from the Aje field in Nigeria to Benin. The
project is expected to be completed by 2004. In July
2002, the government announced plans to privatize
its telephone parastatal, Société Beninoise des
Télécommunications (Sobetel). The principal
front-runner in the bidding process has been France
Télécom. Plans also were announced to restructure
SBEE prior to its planned sale in late 2002.
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BOTSWANA 55,

Economic Overview
. ) 4
Economic Indicators "‘{ O
2000 | 2001 | Difference ECONOMIC Profile ﬁ

GDP (nominal, P bn) 28.9 32 3.1  Botswana’s relatively strong economic growth in
2001was fueled by foreign reserves, low inflation,

DP 7 . -0.1
GDP (US$ bn) > >6 0 and a stable government. The economy has seen a
CPI Inflation (annual average; %) 8.5 6.6 -1.9  growth in the manufacturing, construction, trade,
transportation, and services sectors. Diamond
Goods Exports (US$ mn) 2,736 2,432 3040 mining remains Botswana’s largest industry, but
Goods Imports (US$ mn) 1,780 1,784 4.0 accounted for less than 5 percent of total

employment in the formal sector. Manufacturing
Trade Balance (US$ mn) 956 648 -308.0 accounted for only about 5 percent of GDP, but
employed about 10 percent of those in formal

Current Account Balance (US$ mn) 677 440 2370 employment. Almost one-half of the total employment

Foreign Exchange Reserves 6.3 6.2 .0.1 inthe formal sector is in public enterprises.

(US$ mn) Botswana remains highly dependant on the
agricultural sector for rural sector employment.

Total External Debt (US$ mn) 380 310.5 69.5  Economic expansion was hampered, however, by lack

Debt Service Ratio, paid (%) 25 21 0.4 of economic dive_rsity, low level of industrialization,
and reportedly high HIV prevalence.

Exchange Rate (P/US$) 5.1 5.8 0.7

The government’s economic policies focus on

. diversifying the economy and increasing employment.

w)f GDP (2000) In an effort to position itself as an international
financial center, the government issued its first
sovereign bond in early 2002. The International
Financial Services Center project offers tax breaks
and other incentives to international financial services

Mining and quarrying  firms. Tourism earnings have boosted the services

(36%) sector as the government has promoted ecotourism

Agriculture

Others (3%)
(14%)

Financial & business

services (11%) at Botswana'’s unique wetlands, three national parks,
and five game reserves. Botswana and Zimbabwe
have closely connected tourism sectors, and the

General government government has expressed concern over the influx of

(16%) Zimbabwean refugees and the potential threat that

Zimbabwe’s instability poses for Botswana’s tourism

Manuftacturing
Trade, hotels, & restuarants Construc [/55;7%) sector.
(10%) (5%) The government continued to maintain budget

surpluses and high levels of capital spending.
Botswana’'s main sources of government revenue
were diamond earnings, income from the common

Real GDP Growth Rate
[ ]

Percent customs pool of the Southern African Customs Union

10 (SACU), and income earned by the central bank on
its investment of the country’s foreign-exchange

8 reserves. Inflation remained within the single-digit

6 range. The government also continued to encourage
open trade policies and foreign direct investment.

4

2

0

1997 1998 1999 2000 2001
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BOTSWANA

Main Trade Partners, percent of total, 1999

Markets Sources

EFTA 85% SACU 7%
SACU 10% EFTA 9%
Zimbabwe 2% Zimbabwe 4%

Main Trade Commodities, US$ million, 1999

Exports Imports

Diamonds 2,099 Machinery & 463
electrical

Vehicles 144 Food, 305
beverage &
tobacco

Copper & nickel 121 Vehicles & 297
transport

Textiles 54 Chemical & 203
rubber

U.S. Trade Balance

El U.S. exports —
Millions of U.S. Dollars 3 U.S. imports
= Trade balance
50
40
30
20 r
10
0
-10 o
-20

1997 1998 1999 2000 2001

Net Foreign Direct Investment

Millions of U.S. Dollars
100 —
80
60
40
20

0
1996 1997 1998 1999 2000

Kez Investment and Privatization Sectors

e Minerals and mining (diamonds)
e Tourism
e Vehicle assembly

Trade Profile

Mined products are Botswana’'s main export.
Diamonds, copper-nickel, and soda ash are heavily
mined. Diamonds are marketed exclusively by
DeBeers’ London-based Diamond Trading Company.
Botswana is the world’'s second largest volume
producer after Australia and the second largest
African mining producer by value. Global diamond
demand, however, has fallen, reducing demand for
Botswana diamonds. Consequently, Debswana (the
joint partnership between DeBeers and the
Botswana government) stated that it had no plans
to develop potential resources. Botswana has many
coal mines, but poor quality and high transportation
costs make it an improbable export. Botswana'’s
soda ash and gold exports, however, have
increased. A feasibility study was commissioned on
developing a new direct line linking Botswana and
Zambia, which could facilitate trade and reduce
import bills. As of early 2002, five companies in the
textile sector had been issued the required
documentation to begin exporting to the United
States under AGOA.

In 2001, U.S. exports to Botswana consisted
primarily of aircraft and parts, and machinery and
equipment. In 2001, U.S. imports from Botswana
consisted primarily of minerals. In addition,
Botswana has been designated a beneficiary country
under AGOA, including the apparel provision. AGOA
(including GSP) imports from Botswana totaled $1.2
million in 2001.

Investment and Privatization Profile

Conditions are generally favorable for foreign
investment in Botswana due in large measure to low
tax rates, government stability, and a stable
monetary policy linked to South Africa. In addition, in
2001, Botswana was ranked 26th out of 91
countries rated by Transparency International, the
highest ranking of any surveyed African country.
Other factors conducive to investment include a
stable electricity supply, as well as well-developed
telecommunications, road, and rail networks. There
has been an increase in concern over the instability
in Zimbabwe, however, and its effect on Botswana.

The government has eliminated subsidies to the
electricity, telecommunications, transportation,
water, real estate, cattle, and mining sectors in
anticipation of privatization. The government
continued to encounter difficulty in privatizing its
parastatals. In 2001, the Public Enterprise
Evaluation and Privatization Agency was established
to oversee and accelerate the privatization program.
The national airline, Air Botswana, is being prepared
for privatization, although the sale date was
extended from 2001 to 2002.
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BURKINA FASO&SE,

Economic Overview

Economic Indicators ‘:‘{ O
2000 | 2001 | Difference ECONOMIc Profile ﬁ
GDP (nominal, CFAfr bn) 1,580 1,740 160.0  Burkina Faso’s overall economic performance

depends heavily on the cotton sector, but agriculture

GDP (US$ bn) 2.2 2.4 0.2 . . .
is prone to inadequate water resources, persistent
CPI Inflation (annual average; %) -0.3 4.9 5.2 droughts, and land degradation. Subsistence
agriculture employed 90 percent of the population in
Goods Exports (US$ mn) 2056 | 2415 359 2001 and accounted for 40 percent of GDP. Burkina
Goods Imports (US$ mn) 517.6 537.5 199 Faso’'s economy is dominated by cereals for domestic

consumption, combined with exports of cotton and
Trade Balance (US$ mn) -312 -296 16.0 limited quantities of gold. Important crops include
shea nuts, sesame, irrigated vegetables, tobacco,

(Cdjggergn/;‘cc"“”t Balance -313.9 -301.5 124 millet, sorghum, peanuts, yams, and rice. Despite
improved economic performance over the last few

Foreign Exchange Reserves 243.6 244.6 1.0 Yyears, with growth that averaged 5.7 percent during

(US$ mn) the 1996-2000 period, Burkina Faso's economic
development continued to be adversely affected by

Total External Debt (US§ mn) n/a n/a na  gocial and labor unrest, domestic and regional

Debt Service Ratio, paid (%) n/a n/a n/a  instability, higher petroleum prices, declining worker
remittances, inadequate rainfall, and declining

Exchange Rate (CFAfr/US$) 712 733 21.0  international commaodity prices, especially for cotton
and gold.

Orlglns of GDP (2000) Burkina Faso's economic development relies heavily

on the IMF, World Bank, and other international
donor institutions. According to the World Bank,
Burkina Faso is notable for implementation of its

Primary strategic framework agreement in the fight against

Tertiary (36%) poverty. In 2001, the nation received $700 million in
(45%) debt-service payments from the World Bank’'s HIPC

and $7 million from the IMF's PRGF. In January
2002, the World Bank provided an additional $32.6
million loan for the initial phase of Burkina Faso's
10-year educational reform plan. The EU announced
in March 2002 that it would provide Burkina Faso
with $310.8 million to support the government’s

Seconaary antipoverty, rural development, food security, basic
(19%) education, road building, and health programs. In
Real GDP Growth Rate April 2002, the World Bank and the IMF reported
— that they would provide Burkina Faso with a $129
Percent million grant for debt relief under the HIPC initiative.

The African Development Bank announced in June
2002 that it would provide 74 percent of the $30
million budget for a poverty-alleviation project aimed
at improving agricultural output. Burkina Faso has
made significant progress in implementing the
structural reforms and institutional changes agreed
to with the IMF and World Bank.

O = N W b 01 O N
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BURKINA FASO

Main Trade Partners, percent of total, 2000 Trade Profile

Markets Sources Burkina Faso exports continued to be dominated

Venezuela 14.7% | Cote d'Ivoire 25.1% by cotton and gold. Cotton harvests reached
historic levels of 400,000 metric tons in 2001,

Belgium/ 12.2% | Venezuela 23.4% representing an increase of more than 45

Luxembourg percent. In 2001 and 2002, declining

international gold prices resulted in the closure of

Italy 9.6% France 17.0% Burkina Faso’s largest gold mine.

France 7.0% In 2001, U.S. exports to Burkina Faso consisted
primarily of cereals, and machinery and

Main Trade Commodities, US$ million, 2000 equipment; and U.S. imports from Burkina Faso
consisted primarily of agricultural products.

Exports Imports Burkina Faso is not designated as an

Cott 0 Canital J 7 AGOA-beneficiary country.

otton apital goods . . . -

Investment and Privatization Profile

Livestock 42 E?;:j?,:ﬁtjsm 9l Foreign investment levels in Burkina Faso remain
limited despite the government’s efforts to control

Gold 8 | Food 63 inflation and to attract private and foreign
investment. Government efforts to increase

investment in the mining sector included easing

U.S. Trade Balance s I regulatory laws, reducing taxes, and adopting

Wil y Dol 5 Us. %Bgﬁg standard investment contracts. Morocco’'s Omnim
illions of U.S. Dollars @ Trade balance Nord Africain group announced plans to open a

20 gold mine in Burkina Faso in 2004. One factor

said to be inhibiting the investment environment is
the reportedly high rate of HIVZAIDS, and its
potential impact on labor productivity and
economic performance.

In 2001 and 2002, the government continued its
liberalization plans for the cotton sector by selling
a majority share in Sofitex, the national ginning
and marketing company. In mid-2001, the
government officially announced additional firms
slated for privatization, including Sonabel
Net Foreign Direct Investment (electricity), Sonabhy (hydrocarbons), Onea

" (water), Bumigeb (mining), several hotels, and
Millions of U.S. Dollars Medifa (medical laboratory). In 2001, the process
35 of privatizing Onatel, the telecommunications
25 parastatal, began and was expected to be
competed by 2003. The government announced

1: e — its intent to sell 34 percent of Onatel to a foreign

1997 1998 1999 2000 2001

\ / investor, to sell 20 percent on the regional stock
-5 exchange, and to retain the remaining 46 percent.
15 \ / As of mid-2002, Burkina Faso had liquidated or
25 N sold 41 state enterprises.
1996 1997 1998 1999 2000

Kex Investment and Privatization Sectors

e Minerals and mining (gold)
e Agriculture (cotton)
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Economic Indicators

BURUNDI

Economic Overview

2000 2001 Difference
GDP (nominal, Bufr bn) 489 550 61.0
GDP (US$ bn) 0.7 0.7 -0.0
CPI Inflation (annual average; %) 24.3 10 -14.3
Goods Exports (US$ mn) 49.1 30 -19.1
Goods Imports (US$ mn) 107.9 125 17.1
Trade Balance (US$ mn) -58.8 -95 -36.2
Current Account Balance (US$ mn) -30.6 -35.7 -5.1
Foreign Exchange Reserves 32.9 17.7 -15.2
(US$ mn)
Total External Debt (US$ mn) 1,180 1,145 -35.0
Debt Service Ratio, paid (%) n/a n/a n/a
Exchange Rate (Bufr/US$) 720.7 830.4 109.7
Origins of GDP (1998)

Agriculture
Services (46%)
(37%)
Other Industry
9
(4% Manufacturing
(13%)

Real GDP Growth Rate
[ ]

Percent
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Economic Profile

Burundi’'s economy continued to suffer from the
effects of United Nations economic sanctions
(1996-1999); a 9-year-old civil war, falling
international coffee and tea prices; and a large,
displaced refugee population. Economic prospects
may improve with the July 2001 peace agreement.
In 2002, roughly 68 percent of Burundi’'s population
continued to live in extreme poverty. Subsistence
agriculture accounted for 46 percent of Burundi's
GDP and sustained more than 90 percent of the
population. Subsistence crops include cassava,
bananas, sweet potatoes, pulses, maize, sorghum,
yams, and peanuts. Export crops consisted of tea,
coffee, and raw cotton. Coffee, Burundi's principal
cash crop, accounted for 80 percent of the value of
exports. The government maintained price controls
on products such as petroleum products, beer, and
sugar.

In 2001 and 2002, the government's primary
economic policy objectives were to stabilize the
economy and reduce poverty. The government
adopted tight monetary policies to promote price
stability and lower interest rates. Burundi is heavily
dependent on pledges from bilateral and multilateral
donors. Burundi requested that the IMF and World
Bank accelerate the process for obtaining
post-conflict macroeconomic assistance. Government
officials indicated that Burundi required $100 million
in budgetary aid and $115 million to cover foreign
debt payments. A significant share of government
revenues are budgeted for the payment of Burundi's
$1.4 billion debt, which represented 140 percent of
GDP. The World Bank approved a $187 million loan
in March 2002 for Burundi's transitional support
strategy to be used for health and population
projects, HIV/AIDS-related programs, and economic
rehabilitation. Germany also announced in April 2002
that it would resume aid to Burundi after a 9-year
break. Germany designated $40 million for projects
related to the reintegration of refugees, HIV/AIDS-
related activities, and rural water supply projects.
Burundi made substantial progress in implementing
the structural reforms and institutional changes
prescribed by bilateral and multilateral financial
institutions. Burundi has completed an exhaustive
PRSP as part of its compliance obligations to the IMF
and the World Bank. IMF officials indicated that
Burundi's PRSP had been prepared, but had yet to
be implemented.
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BURUNDI

Main Trade Partners, percent of total, 2000

Markets Sources
UK 38.3% France 24.9%
Switzerland 22.1% Zambia 15.6%
Germany 16.0% Kenya 14.4%
United States 13.2% Tanzania 12.0%
Main Trade Commodities, US$ million, 1999
Exports Imports
Coffee 441 Intermediate 50.2
goods
Tea 10.3 Capital goods 30.0
Manufacturing 1.0 Consumption 37.4
goods
Hides 0.1 Food 10
U.S. Trade Balance
5 U.S. exports —
il U.S. imports
1/|54////0/75 of U.S. Dollars B3 Trade balance B
10
; Er-n=la_=n
0 i
5 — = —
-10 .
-15 “
1997 1998 1999 2000 2001
Net Foreign Direct Investment
Miflions of U.S. Dollars
6
5 /
4 /
3 /
2 /
1 /
0 v 4
1996 1997 1998 1999 2000

Kex Investment and Privatization Sectors

Agriculture (coffee, tea)
Minerals and mining (nickel, cobalt, copper)

Trade Profile

Porous boundaries and civil unrest made assessing
Burundi's trade levels difficult. Tea, coffee, and
cotton continued to dominate Burundi's exports.
Coffee, Burundi's principal cash crop, accounted for
80 percent of the value of exports. Exports
continued to be adversely affected by Burundi's
protracted civil unrest, and by falling international
coffee and tea prices. Export diversification was
hampered by regulations in the commercial
agriculture sector and export taxes.

In 2001, U.S. exports to Burundi consisted primarily
of cereals and vehicles and parts; and U.S. imports
from Burundi consisted primarily of coffee, tea, and
spices. Burundi is not designated as an
AGOA-beneficiary country.

Investment and Privatization Profile

Inadequate telecommunications services, civil
unrest, high poverty levels, inadequate transport
systems, energy disruptions, and reportedly high
HIVZAIDS rates continued to inhibit investment
prospects. Burundi's government continues to own
a large percentage of the country’'s economic
assets. The government has indicated intentions to
divest parastatals, but the dearth of private
investment, both domestic and foreign, stymied this
goal. Argosy (Australia) announced in April 2002
that it would resume development of the Musongati
nickel project, which was suspended in 2000
because of escalating political tensions.
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Economic Indicators

CAME

Economic Overview

ROON

2000 2001 Difference
GDP (nominal, CFAfr bn) 6,311 6,938 627.0
GDP (US$ bn) 9.6 9.4 -0.2
CPI Inflation (annual average; %) 0.8 2.8 2.0
Goods Exports (US$ mn) 1,998 2,050 52.0
Goods Imports (US$ mn) 1,387 1,542 155.0
Trade Balance (US$ mn) 611 508 -103.0
Current Account Balance (US$ mn) 176 64 -112.0
Foreign Exchange Reserves 212 338 126.0
(US$ mn)
Total External Debt (US$ bn) 9.6 9.5 -0.1
Debt Service Ratio, paid (%) 19.3 17.4 -1.9
Exchange Rate (CFAfr/US$) 712 733 21.0
Origins of GDP (2001)
Agriculture
(29%)
Services
(40%)
Industry
(31%)
Real GDP Growth Rate
—
Percent
6
5
4
3
2
1
0
1997 1998 1999 2000 2001
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Economic Profile

Agriculture is the dominant sector in the economy of
Cameroon, and employed over 75 percent of the
workforce in 2001. The country has relatively large
crude petroleum reserves and unexplored mineral
resources including bauxite, cobalt, chromium, gold,
iron, nickel, tin, titanium, uranium, and limestone.
Since 1996, macroeconomic performance has
increased, averaging 4 to 5 percent real GDP
growth, but is highly dependent on the petroleum
sector. Cameroon also has a large tropical rainforest
that is a source of lumber for export and local
consumption. The fishing industry remains a strong
sector. Recent economic growth has been driven by
the construction of the Chad-Cameroon crude
petroleum pipeline, external assistance including
private investment in forestry and other industries,
and donor-funded investment projects. Inflation has
been kept low primarily because of improved fiscal
management, a stable monetary policy by the BEAC,
the regional central bank, and lower consumer prices
in the euro area, a primary import source.

Government economic policy has largely followed
agreements made with the World Bank and IMF. The
IMF has praised the government for accomplishing
strong growth and low inflation based on sound
macroeconomic management and market-oriented
reforms. Cameroon qualified for debt relief up to $2
billion under the HIPC initiative. The country also
qualified for a new three-year PRGF totaling $134
million. The PRGF was revised in October 2001.



CAMEROON

Main Trade Partners, percent of total, 2000

Markets Sources

Italy 28.7% France 35.6%
France 12.6% Nigeria 14.4%
Spain 10.6% Italy 4.6%
Main Trade Commodities, US$ million, 2001

Exports Imports

Oil 878 Manufactures 1,363
Timber & cork 384 Primary products 123
Cocoa 134 Fuel 55
Coffee 58

U.S. Trade Balance
Millions of U.S. Dollars
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Kez Investment and Privatization Sectors

e Petroleum and energy-related products
e Agriculture and forestry

Trade Profile

Petroleum exports have declined slightly in recent
years, but still represented the predominant export
product in 2001. Petroleum development has been
limited because of maturing petroleum fields, poor
incentives, and a lack of exploration. Several
petroleum fields were discovered after the
government passed a law reducing regulations, but
discovery dwindled again in 2000 and 2001. After
petroleum exports, forest products are the second
largest export. Logging flourishes in the east, and
despite rapid deforestation, the country still
possessed the third largest forest in Africa.
European firms control an estimated 70 percent of
Cameroon’s logging industry. Cocoa was the main
cash crop. Despite a large mineral potential, mining
remained underdeveloped primarily because of the
lack of infrastructure.

In 2001, U.S. exports to Cameroon consisted
primarily of aircraft and parts and machinery; and
U.S. imports from Cameroon consisted primarily of
mineral fuels, wood, and rubber. In addition,
Cameroon has been designated a beneficiary
country under AGOA, including the apparel provision.
AGOA (including GSP) imports from Cameroon
totaled $37.2 million in 2001.

Investment and Privatization Profile

Although the government is open to investment, the
process to obtain the required licenses can be
difficult, and there are reports of favoritism and
corruption. The country created an Industrial Free
Zone which mandates that 80 percent of the
product must be sold outside of Cameroon and
allows investors to operate virtually outside the
country’'s legal and regulatory systems. Investment
in certain potentially petroleum rich areas is
hampered by the ongoing dispute between
Cameroon and Nigeria (currently before the
International Court of Justice) over the Bakassi
Peninsula. In November 2001, the Doula Stock
exchange was established with an initial share
capital of CFA 1.2 billion. Equity holders include a
private investment bank, PSI, (55 percent),
insurance companies (21 percent), parastatals (15
percent), and the government (9 percent).

The government continued plans to privatize all
parastatals except for the aluminum company. As of
late 2001, four of 11 state-owned companies had
been privatized. Legal and other political issues,
however, have delayed privatization of the remaining
companies. Parastatals still slated for privatization
include Camair (airline), Camtel and Camtel-Mobile
(telecommunications), and CNPS (insurance).
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CAPE V

-

RDE

Economic Indicators

Economic Overview

2000 2001 Difference
GDP (nominal, CVEsc bn) 64.7 68.6 3.9
GDP (US$ mn) 558.2 553.3 4.9
CPI Inflation (annual average; %) -2.5 3 5.5
Goods Exports (US$ mn) 23.9 27.3 3.4
Goods Imports (US$ mn) 217.6 218 0.4
Trade Balance (US$ mn) -193.7 -190.7 3.0
Current Account Balance (US$ mn) -66.9 -60.9 6.0
Foreign Exchange Reserves 28.2 27.9 -0.3
(US$ mn)
Total External Debt (US$ mn) 301.3 344 42.7
Debt Service Ratio, paid (%) n/a n/a n/a
Exchange Rate (CVEsc/US$) 115.9 122.9 7.0
Origins of GDP (2000)
Agriculture
(12%)
Services
(68%) Industry
(20%)

Real GDP Growth Rate
[ ]

Percent
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Economic Profile

Cape Verde has few natural resources and a low per
capita GDP. Economic growth was driven by aid
flows, remittances, and government development
programs. Approximately 90 percent of food is
imported. Migration from the 10 islands continued at
high levels, and emigrant remittances supplemented
GDP by approximately 20 percent. The service
sector is the economy’s foundation. Services
consisted primarily of foreign shipping and airline
services. The country’s location in the North Atlantic
high-pressure belt makes it an ideal transit point for
foreign ships and planes. In 2001, tourism and
construction grew rapidly. Although fishing has
significant potential, lack of technology for deep-sea
fishing inhibited fishing industry growth. Mining
efforts were limited to pozzolana (a volcanic
substance used for cement) and salt.

The government’s economic policies continued the
decade-long shift from participant to promoter and
regulator. The 1991 government move toward
market-oriented policies now appears to be resulting
in economic growth. Sound government policies
maintained a relatively low inflation rate. The World
Bank, the IMF, and many multilateral and bilateral
donors have supported the government’'s economic
policies. Cape Verde signed an $11 million PRGF
with the IMF in April 2002, the main goals of which
include fiscal consolidation, debt reduction, and social
services improvement.



CAPE VERDE

Main Trade Partners, percent of total, 2000

Markets Sources

Portugal 81.8% Portugal 48.1%

United States 9.1% Netherlands 5.9%
Japan 5.5%

Main Trade Commodities, US$ million, 2000

Exports Imports

Fuel 21.6 Capital goods 150.3
Clothing & 10.8 Food 78.3
footwear

Fish & fish 0.8 Fuels 10.1
products

U.S. Trade Balance
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12 3 Trade balance | —
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Kez Investment and Privatization Sectors

e Services (tourism, transportation, communications)
e Light manufacturing
e Fishing

Trade Profile

Because of historic colonial ties, Portugal is Cape
Verde's primary trade partner. Cape Verde imports
nearly all of its basic consumer products, industrial
inputs, and energy. These high import requirements
have led to persistent trade deficits. In mid-2001,
the EU signed a new fishing agreement with Cape
Verde that represents a significant portion of
foreign exchange earnings. The Cape Verde escudo
is tied to the Portuguese escudo and thus to the
euro.

In 2001, U.S. exports to Cape Verde consisted
primarily of aircraft and parts, and cereals. In
2001, U.S. imports from Cape Verde consisted
primarily of apparel and clothing. In addition, Cape
Verde has been designhated a beneficiary country
under AGOA, including the apparel provision. AGOA
(including GSP) imports from Cape Verde totaled
$152,000 in 2001.

Investment and Privatization Profile

The foreign investment promotion agency PROMEX
has successfully attracted large amounts of
investment in light manufacturing, tourism, fishing,
transportation, and communications. Although most
foreign investment came from Europe, many Asian
and American investors have expressed interest in
opportunities available on the islands. Relatively
labor-intensive sectors, such as light manufacturing,
are a main investment target. Many foreign firms
established manufacturing and assembly plants in
Cape Verde to take advantage of its often-unfilled
quotas to Europe and the United States. Industries
in the export sector are often given preferential
access to markets in Europe, West Africa, and the
United States.

In 1997, Cape Verde began to privatize as part of a
5-year World Bank funded program. In recent
years, with help from the World Bank, Cape Verde's
financial sector has restructured dramatically. The
Bank of Cape Verde was split into central and
commercial banks, and the Stock Market of Cape
Verde was launched in March of 1999. Foreign
banks have been allowed to operate on the island,
and there are currently two foreign-owned
commercial banks. Since privatization began, Cape
Verde has sold more than 30 parastatals, primarily
to Portugese buyers. These companies include
Cabo Verde Telecom (telecommunications), Enacol
(petroleum distribution), and three hotels. The sale
of two commercial banks, an insurance company,
the port authority, and the power supply company
continued to advance along their privatization
processes.
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Economic Overview

Economic Indicators

2000 2001 Difference
GDP (nominal, CFAfr bn) 672.6 699.4 26.8
GDP (US$ bn) 0.9 1.0 0.1
CPI Inflation (annual average; %) 3.1 3.8 0.7
Goods Exports (US$ mn) 155 131 -24.0
Goods Imports (US$ mn) 115 123 8.0
Trade Balance (US$ mn) 40 8 -32.0
Current Account Balance (US$ mn) 12 7 -5.0
Foreign Exchange Reserves 133 115 -18.0
(US$ mn)
Total External Debt (US$ mn) 872 n/a n/a
Debt Service Ratio, paid (%) 9 n/a n/a
Exchange Rate (CFAfr/US$) 712 733 21.0

Origins of GDP (2000)

Industry
(16%)

Agriculture
(55%)
Services
(29%)

Real GDP Growth Rate
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Economic Profile

The Central African Republic is sparsely populated
and contains vast natural resources, but
development of these natural resources continued to
be inhibited in 2001 by the country’s landlocked
status, inadequate transportation system, lack of
skilled labor, and civil unrest. The economy is based
on subsistence agriculture (including forestry), which
contributed approximately 55 percent of GDP and
represented 80 percent of all jobs. The ongoing civil
unrest that erupted in May 2001 and again in
November 2001 damaged the economy. Late 2000
and early 2001 witnessed strikes that ceased in
March 2001, but erupted again 2 months later.
Education and healthcare services reportedly have
suffered from inadequate government funding,
frequent strikes, and the civil unrest. On the UN
human development index, the Central African
Republic ranked among the 10 least developed
countries.

In 2001, the government continued its reform
efforts. Lapses in its 3-year enhanced structural
adjustment facility continued in 2001 when the
government fell short of IMF targets. Civil unrest in
mid-2001 resulted in the postponement of a decision
regarding the country’s qualification for the HIPC
initiative. The IMF, World Bank, and bilateral donors
have stated they are reluctant to invest in long-term
projects in the Central African Republic because of
the political unrest, lack of financial transparency,
and limited governance capacity.



CENTRAL AFRICAN REPUBLIC

Main Trade Partners, percent of total, 2000

Markets Sources
Belgium/ 62.8% France 29.2%
Luxembourg
Spain 6.1% Cameroon 12.9%
Pakistan 5.1% Belgium 7.8%
Main Trade Commodities, US$ million, 2000
Exports Imports
Timber 67 Public 20
investment
Diamonds 59 Fuel & 15
energy
Cotton 1
Coffee 9
U.S. Trade Balance
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e Minerals and mining (diamonds, gold)

e Forestry products

Trade Profile

Trade is hindered by the Central African Republic’'s
lack of a shipping port. The civil unrest in the
Democratic Republic of the Congo led traders to
utilize more costly routes through Cameroon. A
major barrier to trade expansion continued to be
product distribution problems. The main route for
petroleum imports from the Democratic Republic of
the Congo remained closed because of fighting in
the country, resulting in delays and increased cost.

In 2001, U.S. exports to Central African Republic
consisted primarily of machinery and equipment;
and U.S. imports from Central African Republic
consisted primarily of minerals. In addition, the
Central African Republic has been designated a
beneficiary country under AGOA.

Investment and Privatization Profile

Foreign direct investment was focused primarily on
the diamond, gold, and timber industries. The
government introduced a new investment code in
July 2001, which offers tax concessions, export
support, and a more streamlined approval process.
Government reforms also were aimed at increasing
opportunities in the telecommunications sector.
Capital, profits, and dividends can be freely
transferred in and out of the country; however, tax
and customs laws can be confusing. The investment
climate is hampered by a reportedly high HIV/AIDS
rate, civil unrest, regional instability involving the
Democratic Republic of the Congo, the Republic of
the Congo, and Sudan, and inadequate transport
systems. In March 2002, the U.S.-based company
Grynberg Petroleum reported commercially viable
crude petroleum deposits in the country’'s remote
eastern regions. Several American firms have
reportedly expressed interest in developing the
diamond sector.

Although parastatals are being privatized under an
IMF-approved extended structure adjustment facility,
civil unrest continued to delay privatization efforts.
To date, 49 percent of the national
telecommunications company, Socatel, has been
sold.
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CHAD

Economic Overview

Economic Indicators

2000 2001 Difference

GDP (nominal, CFAfr bn) 1,002 1,175 173.0
GDP (US$ bn) 1.4 1.6 0.2
CPI Inflation (annual average; %) 3.8 12.4 8.6
Goods Exports (US$ mn) 182 191 9.0
Goods Imports (US$ mn) 243 559 316.0
Trade Balance (US$ mn) -61 -368 -307.0
Current Account Balance (US$ mn) -194 -660 -466.0
Foreign Exchange Reserves 111 115 4.0
(US$ mn)

Total External Debt (US$ mn) 1,116 n/a n/a
Debt Service Ratio, paid (%) 9.3 n/a n/a
Exchange Rate (CFAfr/US$) 712 733 21.0
Origins of GDP (2000)

Tertiary Primary
(47%) (39%)
Secondary
(14%)

Real GDP Growth Rate
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Economic Profile

Persistent civil unrest, inadequate infrastructure, and
long-standing drought have made Chad one of the
world’s poorest and least developed countries. The
agricultural sector was adversely affected in 2001 by
extreme weather conditions and a decline in world
cotton prices. Subsistence agriculture and pastoral
activities accounted for a substantial part of GDP and
engaged more than 80 percent of the population. In
2001, the agricultural sector suffered from drought
and severe food shortages, fueling inflationary
pressures. Chad's principal subsistence crops
included cereals, sesame, potatoes, and rice. In
2001, manufacturing consisted primarily of cotton
ginning, textiles manufacturing, and sugar refining.
GDP growth has been driven by construction of the
Chad-Cameroon crude petroleum pipeline, petroleum
exports, structural reforms, and improved
governance. Chad's economic policies during 2001
and 2002 were guided by agreements made with the
IMF, World Bank, and other donor institutions.
Government spending concentrated on education,
health, rural development, infrastructure
development, and improved governance. Chad’s fiscal
policy concentrated on increasing revenue by
improving customs administration, tax collection, and
tax coverage.

In February 2002, the EU signed a 5-year 202
million euro cooperation agreement with Chad
targeting poverty-reduction programs, roads and
transportation development, healthcare, good
governance, and civil society support. The IMF
provided Chad with an additional $6.8 million in
2002 to ease the consequences of reduced cotton
earnings. Relations with the EU, the World Bank, and
the IMF were strained, however, because of alleged
irregularities in the April 2002 elections, reported
corruption, and policy slippages.
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CHAD

Main Trade Partners, percent of total, 2000

Markets Sources
Portugal 31% France 35%
Germany 17% Nigeria 10%

United States

6%

United States

6%

France

6%

Saudi Arabia

5%

Main Trade Commodities, US$ million, 2000

Exports

Imports

Livestock & meat

106

Oil

190

Cotton

Public sector

90

Non-oil

72

U.S. Trade Balance
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e Petroleum and energy-related products
e Agriculture (cotton)
e Infrastructure development

Trade Profile

Trade expansion was inhibited by Chad's landlocked
status and inadequate infrastructure, which
contributed to high transport costs for imports. In
2001, livestock surpassed cotton as Chad's
primary trade commodity. Chad's trade profile is
expected to change to reflect increased petroleum
exports with completion of the Chad-Cameroon
pipeline. In 2002, Chad continued to run a trade
deficit because of its limited export base. Imports
increased in 2001 and were driven by demand for
imported food, and for intermediate goods and
capital equipment needed for the Doba petroleum
project.

In 2001, U.S. exports to Chad consisted primarily
of machinery and equipment; and U.S. imports from
Chad consisted primarily of agricultural products. In
addition, Chad has been designated a beneficiary
country under AGOA.

Investment and Privatization Profile

Nonpetroleum investment (and trade) diversification
were hampered by inadequate infrastructures, high
energy costs, and civil unrest. In 2001, an
international consortium led by ExxonMobil-Chevron
began drilling for crude petroleum in Chad. The
$3.5 billion project is expected to result in a
650-mile pipeline from Chad to Cameroon. The
pipeline is expected to be online by late 2003, and
it is reportedly estimated that Chad will receive
between $2.5 billion and $5 billion in annual
revenues from royalties, taxes, and dividends over
the petroleum field's potential 30-year life span.
Approximately $370 million of the project’s cost is
expected to be underwritten by the World Bank’s
International Finance Corporation. In June 2001,
the World Bank approved a $93 million loan to
develop the Doba petroleum fields, representing the
largest onshore investment in Africa.

The majority of state-owned enterprises have been
privatized. Privatization continued steadily with the
restructuring of the state-owned bank and rural
water companies. Companies that remained on the
privatization list include Sonasut (sugar monopoly),
TIT (telecommunications), ONPT (post), Air Chad,
and Cotontchad (cotton monopoly). Chad has only
partially liberalized its telecommunications industry
and telecommunications services are still dominated
by parastatal Sotelchad. Chad petitioned the World
Bank in March 2002 for an emergency loan for the
Société Tchadienne d’Eau et d’Electricité (STEE), its
power authority. STEE, currently under a 30-year
management contract with Vivendi (France), is
scheduled to eventually transfer ownership from the
government to Vivendi. The Government of France
provided CFA 3.5 billion for the STEE privatization
process.
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COMOROS &1

Economic Overview

Economic Indicators ‘:‘

2000 2001 | pifference EConomic Profile

GDP (nominal, Cfr bn) 90.1 108 17.9 Comoros is one of the world’'s poorest countries. It is
heavily dependent on subsistence agriculture,

GDP (US$ bn) 0.2 0.2 0.0 hunting, fishing, forestry, and grants and technical
assistance from donor institutions. Agricultural

CPI Inflation (annual average; %) -1.9 3.5 54 activities contributed 40 percent to GDP in 2001
and employed approximately 80 percent of the

Goods Exports (US$ mn) 122 2.6 26 population. The country remained heavily dependent
on food imports, and spent approximately 50 percent

Goods Imports (US§ mn) 38.1 4.9 68 of its annual budget on imported food. Its principal

Trade Balance (US$ mn) 5.9 35.3 .94 €xportcrops were vulnerlable to international
commodity price fluctuations. These cash crops

Current Account Balance (US$ mn) -0.9 10.5 11.4 include vanilla, ylang-ylang oil, and cloves.
Manufacturing activities were limited to processing of

Foreign Exchange Reserves 43.2 n/a n/a ylang-ylang oil and vanilla, and to the production of

(US$ mn) soap, plant oils, soft drinks, plastics, and wood
products. Comoros’ tourism industry remained small,

Total External Debt (US$ mn) 11 104 7.0 and the unstable political situation continued to

Debt Service Ratio, paid (%) n/a n/a n/a impair its development. Despite the political

instability, Comoros nevertheless attracted 20,000
Exchange Rate (Cfr/US$) 533.9 550.2 16.3 tourists, principally from South. Afncg and Europe.
Although the government continued its program to
improve roads and links to rural communities,

O”gms of GDP (2000) inadequate transport systems continue to inhibit
Agriculture, fishing & forestry economic development. Remittances from 150,000
(41%) Comorans living abroad supplemented Comoros’
GDP.
) Economic policy is formulated within the guidelines of
fg’g‘%j“ the IMF's staff-monitored program. Government

policy focused on improving education, technical
training, and health care, as well as diversifying
exports, promoting tourism, and privatizing
parastatal enterprises with support from
international donor institutions. The government set
a 4 percent annual GDP growth target. Inflation
Manufacturing remained under control, as the Comoran franc is
(4%) pegged to the French franc.

Real GDP Growth Rate
[ ]

Percent
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1997 1998 1999 2000 2001
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COMOROS

Main Trade Partners, percent of total, 2000.0

Markets Sources

France 31.3% France 25.0%
United States 18.8% South Africa 16.7%
Singapore 18.8% Kenya 6.7%
Germany 6.3% Pakistan 3.4%

Main Trade Commodities, US$ million, 2000

Exports Imports

Vanilla 7.7 Rice 8.8
Ylang-ylang 1.7 Petroleum 5.1
Cloves 2.3

U.S. Trade Balance
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Kez Investment and Privatization Sectors

e Tourism
e Fishing
e Perfume distillation

Trade Profile

Comoros is a major world exporter of vanilla which
continued to represent the major portion of Comoros
overall export structure. Comoros’ trade deficit was
driven by weak international prices for vanilla and
cloves. Tourism remained stable. Official transfers
continued to improve as donor support and private
transfers reached approximately $3 million.

In 2001, U.S. exports to Comoros consisted
primarily of machinery and equipment; and U.S.
imports from Comoros consisted primarily of coffee,
tea, and spices. Comoros is not designated an
AGOA-beneficiary country.

Investment and Privatization Profile

Although the government offered a number of special
tax and other incentives, investment continued to be
hampered by the country’'s small domestic market
and continued political instability. The privatization
process continued slowly. A South African company
recently purchased three hotels. French companies,
however, remain the primary potential buyers of
state-owned assets. One aspect of the country’'s
return to the reform process included its announced
intent to privatize SNPT (postal and
telecommunications services) and Socopotram (port
and marine transport).
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COTE D

VOIRE

Economic Overview

Economic Indicators

2000 2001 | Difference
GDP (nominal, CFAfr bn) 6.7 6.8 0.1
GDP (US$ bn) 9.4 9.2 0.2
CPI Inflation (annual average; %) 2.4 4.4 2.0
Goods Exports (US$ mn) 3,972.9 | 3,795.7 -177.2
Goods Imports (US$ mn) 2,175.5 | 2,198.9 23.4
Trade Balance (US$ mn) 1,797.4 | 1,596.8 -200.6
Current Account Balance (US$ mn) -12.9 -131.4 -118.5
Foreign Exchange Reserves (US$ 667.8 | 1,018.9 351.1
mn)
Total External Debt (US$ bn) 12.1 11.8 -0.3
Debt Service Ratio, paid (%) 21.6 18.6 -3.0
Exchange Rate (CFAfr/US$) 712 733 21.0

Origins of GDP (2000)

Tertiary
(43%)
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(24%)

Primary
(33%)
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Economic Profile

Agriculture was the predominant sector of Cote
d’lvoire’s GDP in 2001 and employed approximately
80 percent of the population. The country is the
world’s largest producer of cocoa and one of the
largest producers of coffee. Cocoa producers have,
however experienced falling international prices in
recent years. In an attempt to counter this trend,
Africa’s Cocoa Producers Alliance ordered the
destruction of 250,000 tons of cocoa during the
2000/2001 season in Cote d'lvoire, Nigeria, Ghana,
and Cameroon. Government-stated economic goals
included export diversification, agricultural
diversification, extractive industries expansion, and
services sector expansion. The main focus of the
government’s budget was poverty reduction, fiscal
consolidation, repayment of external and domestic
debt, improved public expenditure management, and
structural reforms.

Donor activity returned to the country after the
national reconciliation forum was held in late 2001.
In late 2001, the IMF officially ended its freeze on aid
to Céte d'lvoire that had been instituted in late-1998.
In early 2002, the EU and France re-established aid.
France subsequently announced budgetary aid of
183 million euros for Céte d'lvoire, the most financial
aid France had ever given to an African country.
Shortly after, the African Development Bank (AfDB)
restored its assistance to Cote d’lvoire and gave it a
$39 miillion loan to assist in meeting the country’s
outstanding interest payments. In April the AfDB
approved another loan of CFAfr23 billion for worker
training and education. The international financial
institutions continued, however, to express concerns
over good governance and transparency. After the
successful completion of the staff-monitored program
set up by the IMF in March 2002, it approved a
$365 million, 3-year PRGF. Also, in March 2002,
the World Bank approved an interim PRSP compiled
by the government. On April 20, 2002, the Paris
Club of official bilateral creditors signed a $2.3 billion
debt scheduling deal with Cbte d'lvoire. Because of
increased political stability, the IMF also announced
plans to consider the country for the HIPC initiative in
September 2002. Efforts are ongoing to complete
the final PRSP in the second half of 2002.



COTE DIVOIRE

Main Trade Partners, percent of total, 2000

Markets Sources

France 11.4% Nigeria 19.8%

United States 6.4% France 15.1%

Netherlands 7.5% Belgium/ 3.0%
Luxembourg

Mali 4.4% Italy 2.7%

Main Trade Commodities, US$ million, 2000

Exports Imports

Cocoa & 1,031 Capital goods 446

products

Petroleum & 735 Fuel & 839

products lubricants

Timber 305 Food 431
products

Coffee & 302

products
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2000

Petroleum and energy-related products
Agriculture and forestry (cotton, timber)
Agro-industry

Trade Profile

Led by cocoa and coffee, which accounted for 60
percent of the area under cultivation, agriculture
was the main contributor to Cote d'lvoire’s exports
in 2001. The country’'s trade performance
depends on the price fluctuation of cocoa. Cote
d’lvoire produced more than 40 percent of the
world’'s supply of cocoa in 2001. Although Cote
d’lvoire also exports palm oil and rubber, the nation
continued to experience declining international
prices for these products. Many forest resources
have been depleted; however, timber remained a
major export.

In 2001, U.S. exports to Cote d'lvoire consisted
primarily of machinery and equipment; and U.S.
imports from Céte d'lvoire consisted primarily of
cocoa. In addition, Céte d'lvoire has been
designated a beneficiary country under AGOA.
AGOA (including GSP) imports totaled $13.3 million
in 2001.

Investment and Privatization Profile

Direct foreign investment declined significantly
during the last 2 years because of political
instability that resulted in severed international
ties. Foreign firms continued to focus on mining
(gold and nickel) and crude petroleum exploration.
In 2001 and 2002, Canadian, Australian, and
South African mining companies entered into new
contracts. The agro-industry also attracted foreign
interest. France was Cote d'lvoire’s main
investment source.

Because of an ambitious privatization program in
the 1990s, which resulted in the privatization of
most of the 60 parastatals, few firms remain to be
privatized. Remaining state-owned companies
included the telecommunications company, the
vegetable oil producer, a hotel, the electric
company, and a petroleum refinery. In October
2001, Cbte d'lvoire sold 51 percent of its stake in
Nouvelle Air Ivoire, the domestic airline, to All
Africa Airways, owned by Air France. The airline
suspended operation several times, but in June
2000, resumed service with privatization
assistance.
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DEMOCRATIC REPUBLIC
L CONGOESF

Economic Overview

Economic Indicators

1H

Industry
(17%)

2000 2001 Difference
GDP (nominal, FC bn) 313.3 1,376 1,062.7
GDP (US$ bn) 14.4 6.0 -8.4
CPI Inflation (annual average; %) 554 358 -196.0
Goods Exports (US$ mn) 760 750 -10.0
Goods Imports (US$ mn) 1,035 1,024 -11.0
Trade Balance (US$ mn) -275 -274 1.0
Current Account Balance (US$ mn) -798 -800 -2.0
Foreign Exchange Reserves
(US$ mn) n/a n/a n/a
Total External Debt (US$ mn) 12,862 n/a n/a
Debt Service Ratio, paid (%) n/a n/a n/a
Exchange Rate (FC/US$) 21.8 231 209.2
Origins of GDP (1997)
Services
(25%)
Agriculture
(58%)

Real GDP Growth Rate
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Economic Profile

The Democratic Republic of the Congo has many
resources, but has been plagued by civil unrest and
regional instability over the past several years. The
eruption of Mount Nyiragongo in Gonea further
exacerbated the refugee situation and economic
turmoil. Consequently, agricultural output was low in
2001. The Democratic Republic of the Congo’s main
crops include coffee, palm oil, cotton, cocoa, rubber,
and tobacco. A major portion of the population is
employed in the informal sector or is engaged in
subsistence farming. Economic growth is hampered
by lack of investment outside the mining sector,
inadequate infrastructure, unreliable energy supply,
and social turmoil. Though not fully tapped, the
Democratic Republic of Congo has hydropower
energy potential from the Congo River.

A new president was appointed in January 2001,
and has worked to improve economic conditions,
beginning with the liberalization of foreign exchange
controls when he took office. The government’s
interim economic adjustment program consisted of
tightening fiscal oversight and controlling monetary
growth. Overall domestic public spending was
approximately 6 percent. The Democratic Republic of
the Congo has not received official international aid
assistance for many years. The new president has,
however, made economic and management
improvements; and the country is now eligible for
official international aid assistance. In 2001, the
World Bank prepared a transitional support strategy
to promote economic recovery and social
stabilization. In July 2001, the IMF approved a
6-month staff monitoring program that could lead to
funding. In January 2002, the World Bank
announced technical assistance of $50 million, and
the EU committed $108 million in assistance.



DEMOCRATIC REPUBLIC OF CONGO

Main Trade Partners, percent of total, 2000

Markets Sources

Belgium 61.1% South Africa 21.2%
United States 17.4% Belgium 15.7%
Finland 6.1% Nigeria 10.4%
Netherlands 2.6% Zambia 5.2%
Main Trade Commodities, US$ million

Exports (2000) Imports (1999)

Diamonds 437 Consumer goods 263
Crude Oil 141 Capital goods 110
Cobalt 97 Raw materials 115
Copper 45

U.S. Trade Balance
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Kez Investment and Privatization Sectors

e Petroleum and energy-related products
e Minerals and mining (diamonds, copper, cobalt)

Trade Profile

Most of the Democratic Republic of the Congo’s trade
is with industrialized countries. Formal regional trade
was minimal; informal trade and smuggling, though
difficult to quantify, is believed to be substantial.
Mining accounted for almost 80 percent of the
Democratic Republic of the Congo’s export revenue.
The main minerals were copper, cobalt, diamonds,
and zinc, with small amounts of cadmium, cassiterite,
gold, silver, and wolframite. The Democratic Republic
of the Congo was the third largest producer of
diamonds by volume, though the diamonds tend to be
of lower quality. Diamonds accounted for most of the
mining revenue. Most mining activity was in the
Katanga region. In April 2001, the government
abrogated the IDI Diamond (Israeli) monopoly, which
had increased illegal diamond sales. Societe Miniere
de Bakwanga (Miba) is 80 percent government
owned and controls one-third of the diamond
production. General des carrieres et des mines
(Gecamines) is the state-owned copper and cobalt
producer. The main cash crops were coffee and
timber.

In 2001, U.S. exports to the Democratic Republic of
the Congo consisted primarily of cereals and
furniture; and U.S. imports from the Democratic
Republic of the Congo consisted primarily of mineral
fuels. The Democratic Republic of the Congo is not
designated an AGOA-beneficiary country.

Investment and Privatization Profile

The Democratic Republic of the Congo'’s
infrastructure has suffered from years of civil unrest.
Roads and railroads remain in inadequate condition.
River and air transport are both frequently used,;
however, air transportation is poorly regulated.
Because of frequent conflict and instability,
investment external to the mining and petroleum
sectors has been nonexistent. As agreed upon at the
Inter-Congolese Dialogue, the government continued
to review contracts and concessions awarded during
the conflict. In early 2002, the government began
work on drafting a new mining investment code aimed
at increasing foreign investment by lowering taxes,
abolishing export duties, and improving licensing
transparency. The Democratic Republic of the
Congo’s crude petroleum reserves are being exploited
primarily by two consortia: Chevron (U.S.), Union Oll
(U.S.), and Teikoku Oil (Japan); and Petrofina
(Belgium) and Shell (Anglo-Dutch).
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DIJIBOUTI

Economic Overview

Economic Indicators

2000 2001 Difference

GDP (nominal, Dfr bn) 98.3 102.3 4.0
GDP (US$ mn) 553.2 575.7 22.5
CPI Inflation (annual average; %) 2.3 1.8 -0.5
Goods Exports (US$ mn) 75 75 0.0
Goods Imports (US$ mn) 270 261 -9.0
Trade Balance (US$ mn) -195 -186 9.0
Current Account Balance (US$ mn) -39 -17 22.0
Foreign Exchange Reserves 67.8 70.3 2.5
(US$ mn)
Total External Debt (US$ mn) 238 n/a n/a
Debt Service Ratio, paid (%) 5.5 n/a n/a
Exchange Rate (Dfr/US$) 177.7 177.7 0.0
Origins of GDP (2001)

Primary sector

(4%) Construction & public works

Other tetiary
(52%)

(7%)

(9%)

Other secondary

Transport & communications
(28%)

Real GDP Growth Rate
[ ]
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Economic Profile

Djibouti’'s economy is based primarily on service
activities for France's military garrison and its
strategic location as an outlet to the Red Sea and
the Indian Ocean. Djibouti's service sector, which
accounted for 80 percent of GDP in 2001, depends
on serving Ethiopia through its port, rail, and air
links. In 2002, Ethiopia signed a major agreement
with Djibouti to use its Red Sea port. Although the
agriculture sector contributes minimally to GDP, it
accounted for approximately 75 percent of
employment in 2001. Almost 45 percent of Djibouti's
population lives in poverty and nearly 60 percent are
unemployed. Over the last 3 years, shortages of
arable land, drought, and food shortages have cause
malnutrition to increase from 24 percent to 30
percent of the population. The country has little
manufacturing aside from those industries that rely
on the port and airport.

In 2002, Djibouti’s Ministry of Finance and the
Banque Nationale de Djibouti continued to move
toward increased budgetary discipline. The
Parliament enacted legislation in January 2002 to
bolster existing legal protection for intellectual
property. In November 2001, Djibouti agreed to
carry out IMF-requested budgetary reforms. In
March 2002, the African Development Bank
provided several grants and loans to Djibouti, valued
at $7.22 million, directed at poverty reduction, good
governance, business environment enhancement,
and improving the situation of women. In June 2002,
the World Bank approved a $15 million loan to
finance Djibouti's long-term health sector
development program and granted Djibouti a $10
million fiscal consolidation credit. In June 2002, the
Government announced that it would begin issuing
“certificates of origin” for diamonds produced in the
country in an effort to stem the flow of smuggled
diamonds.



DIJBOUTI
Main Trade Partners, percent of total, 2000 Trade Profile

A significant portion of Djibouti’s trade consisted of
Markets Sources goods destined for Ethiopia and Somalia. Djibouti
Somalia 56% Saudi Arabia 18% exports little beyond personal effects and personal
vehicles, hides and skins, salt, and re-exported
Yemen 24% | France 10% products. In October 2001, the Ethiopian Chamber
. of Commerce and Djibouti's ministers met to
France 6% China 10% discuss Ethiopia’'s concern regarding the Djibouti
UAE 5% | Ethiopia 10% Ministry of Transport's September 2001 legislation
reserving key port handling and forwarding activities

for national companies. The United States and
Main Trade Commodities, US$ million, 1998 Djibouti signed an agreement in June 2002 to

establish a radio relay station valued between $7
Exports mports million and $8 million.
Re-exports 45 | Food & 53 In 2001, U.S. exports to Djibouti consisted primarily
beverages of fertilizer and vehicles and parts; and U.S. imports
Locally produced 14 Qat 17 frqm Djibouti consisted .p_rimarily of agricultural and
goods animal products. In addition, Angola has been
designated a beneficiary country under AGOA.
Efg:j‘l’}‘é;‘sm 17 Investment and Privatization Profile
: Increased investment was hampered by civil unrest.
Machinery 15 Sysnet (U.S.) is currently modernizing Djibouti's
telecom billing system. A principal condition of the
U.S. Trade Balance - IMF’s structural adjustment agreement is that
o Il U.S. exports Djibouti privatize government-owned monopolies. In
Millions of U.S. Dollars 3 U.S. imports September 2001, the government announced plans
30 [ Trade balance to privatize its telecommunications, utilities, and
25 % transport (airport) parastatals. These

announcements were not, however, met with

20 significant investor responses.
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Kez Investment and Privatization Sectors

e Infrastructure projects (port, airport)
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Economic Overview

Economic Indicators

Economic Profile ‘é" ‘

Equatorial Guinea exhibited one of the faste

growing economies in the world in 2001, primarily
because of the rapid development of the petroleum

sector. Despite having one of the highest GDP
growth rates in Africa, Equatorial Guinea continues to

have widespread poverty, income disparities, and

severe social problems. Agriculture is predominantly
subsistence farming and employs a large portion of

the population. The once dominant agriculture sector
contributed minimally to GDP in 2001, but the

government announced in November 2001 that it
would use some of its petroleum revenues to

facilitate agricultural development and to revive rural
communities. The lack of infrastructure has limited

potential tourism growth.

Government policy reportedly exhibited lackluster

macroeconomic management, limited fiscal
discipline, increasing debt, and rising corruption in

2001. Primarily because of tight monetary policy by
the central bank, however, inflation was low and

stable. In February 2002, the World Bank reached

2000 2001 Difference
GDP (nominal, CFAfr bn) 954.9 1,346.6 391.7
GDP (US$ bn) 1.3 1.8 0.5
CPI Inflation (annual average; %) 6 6 0.0
Goods Exports (US$ mn) 1,363 2,182 819.0
Goods Imports (US$ mn) 464 696 232.0
Trade Balance (US$ mn) 899 1,486 587.0
Current Account Balance (US$ mn) -366 -480 -114.0
Foreign Exchange Reserves 17.3 38.4 21.1
(US$ mn)
Total External Debt (US$ mn) 225 n/a n/a
Debt Service Ratio, paid (%) 1.2 0.6 -0.6
Exchange Rate (CFAfr/US$) 712 733 21.0
Origins of GDP (1998)
(0522)”5 Agriculture
Services (15%)
(12%)
Forestry
(7%)
ol
(61%)
Real GDP Growth Rate
—
Percent
80
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an agreement with Equatorial Guinea to fund
transport development, including roads and ports.
This program represented the first agreement with
the World Bank in over a decade. The IMF also
returned to Equatorial Guinea and urged the
government to control better petroleum revenue
expenditure and to promote transparency in the
accounting of petroleum receipts.
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EQUATORIAL GUINEA
Main Trade Partners, percent of total, 1999

Markets Sources

China 24% United States 60%
Japan 7% France 12%
United States % Spain 8%
Korea 5% Italy 6%

Main Trade Commodities, US$ million, 1999

Exports Imports
Petroleum 629 Petroleum 352
sector
Timber 63 Manufactured 76
goods &
equipment
Cocoa 7
U.S. Trade Balance
musomr [
I .S. imports
Millions of U.S. Dollars B3 Trade balance
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Kez Investment and Privatization Sectors

e Petroleum and energy-related products

Trade Profile

Equatorial Guinea’s main cash crops are cocoa and
coffee, but their relative importance has declined
with the development of the petroleum sector.
Equatorial Guinea has become one of the largest
petroleum producers in the Gulf of Guinea. Petroleum
production began to grow in the mid-1990s and
doubled between 2000 and 2002. The United States
was a primary petroleum export destination. After
petroleum, the main source of foreign exchange was
timber. Timber exports have increased in recent
years, especially to Asia. Imports were primarily
destined for the petroleum industry, public
infrastructure projects, and consumer consumption.

In 2001, U.S. exports to Equatorial Guinea consisted
primarily of machinery and mechanical products; and
U.S. imports from Equatorial Guinea consisted
primarily of mineral fuels. Equatorial Guinea is not
designated an AGOA-beneficiary country.

Investment and Privatization Profile

The rise in petroleum production in Equatorial Guinea
is attracting more international attention. Despite the
political uncertainty, petroleum companies continue
to press ahead with new exploration and production.
A principal petroleum sector investment source in
2001 was the United States. Since 1995, U.S.
companies have invested more than $3 billion in the
country, the third largest single country amount in
Africa. In 2001, the U.S.-owned company, Amerada
Hess, announced several new crude petroleum
discoveries in the offshore Rio Muni Basin. The
company owns 85 percent of the Rio Muni project
along with the South Africa-based Energy Africa,
which owns the remaining 15 percent. Sasol
Petroleum International, a South African petroleum
and natural gas company, acquired a 20 percent
interest in a block of the Rio Muni Basin. In February
2002, Gepetrole, the state-owned petroleum
company, awarded an offshore exploration license to
Petronas (Malaysia). In 2002, a French company,
Technip-Coflexip, won a contract from Mobil
Equatorial Guinea for a section of the offshore Bioko
Island.

In order to attract foreign companies to the mineral
sector, the government offered various investment
incentives. Nonpetroleum sector investment was
hampered by political uncertainty, reported
corruption, and a small domestic market.
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ERITREA &7

Economic Overview

Economic Indicators ‘:‘

2000 2001 | pifference ECOnomic Profile

GDP (nominal, Nfa bn) 7.6 8 0.4 Eritrea’'s economy continued its recovery in 2001
after years of social turmoil and persistent droughts.
GDP (US$ bn) 0.8 0.6 0.2 |n 2001, the World Food Program stated that 1.8
million Eritreans needed food aid, despite recovering
CPI Inflation (annual average; %) 14 15 1.0 grain production in 2001. The UN Development
Program also funded the artisanal fisheries sector
Goods Exports (US$ mn) 24 20 40 development. The agriculture and fishing industries
contributed substantially to GDP and employed
Goods Imports (US§ mn) 200 >00 0.0 approximately 70 percent of the population. The
Trade Balance (US$ mn) 476 -480 40 Main crops are teff, millet, wheat, sesame,
vegetables, barley, fruit, cotton, and coffee. The
Current Account Balance (US$ mn) -195 -190 5.0 fishing industry produces primarily sardines,
anchovies, shrimp, and lobsters. The mining sector
Foreign Exchange Reserves n/a n/a n/a  continued to depend on artisanal gold, while copper,
(US$ mn) zinc, and steel were also minimally mined. Although
there are several projects in progress, petroleum
Total External Debt (US$ mn) 31 n/a "a  and natural gas have not contributed significantly to
Debt Service Ratio, paid (%) na na n/a GDP. In May 2002, the government approved a

major national strategy aimed at rapid economic
Exchange Rate (Nfa/US$) 9.7 13.5 3g development to help rebuild the country after. war.
The government focused on continued liberalization
o and implementation of market-oriented economic
Orlglns of GDP (1999) policies. Economic policy focused on developing
infrastructure and improving food security. The

%/Zers Aaricult supply of food aid in 2001 helped to reduce inflation
Other services (_797%” ure rates. Multilateral lenders, such as the World Bank
(13%) and IMF, have commended the government's fiscal

policy. In May 2002, Eritrea signed a $60 million
loan agreement with the World Bank, aimed at a
variety of development projects. Also in May 2002,

Distributionservices Industry the UN signed a $242 million aid agreement with the
(32%) (27%) government.

Manufacturing
(10%)

Real GDP Growth Rate
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ERITREA
Main Trade Partners, percent of total, 1998

Markets Sources

Sudan 27.2% Italy 17.4%
Ethiopia 26.5% UAE 16.2%
Japan 13.2% Germany 5.7%
UAE 7.3% UK 4.5%

Main Trade Commodities, US$ million, 1998

Exports Imports
Crude materials 12 Machinery & 141
transport
equipment
Food & live 8 Manufactured 88
animals goods
Manufactured 4 Food & live 63
animals
Chemical & 21
chemical
products

U.S. Trade Balance
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Kez Investment and Privatization Sectors

e Minerals and mining (gold)

Trade Profile

Agricultural sector expansion, which contributed a
substantial share of exports, was constrained by
persistent drought. In 2001, Eritrea’s trade deficit
was driven by the demand for capital imports that
were used in the reconstruction process. After
mounting political tensions in 1998, trade was
suspended with Ethiopia, formerly Eritrea’s largest
trade partner. The government has reoriented
attention toward East Asia and the Great Lakes
region of Africa in search of trade partners. The
biggest hindrance to trade expansion is the lingering
effects of war and a weak economy.

In 2001, U.S. exports to Eritrea consisted primarily
of cereals; and U.S. imports from Eritrea consisted
primarily of animal products. In addition, Eritrea has
been designated a beneficiary country under AGOA.

Investment and Privatization Profile

Foreign investment helped to drive GDP growth prior
to the Eritrea-Ethiopia conflict. The government
continued to support partnerships with international
donors and foreign private investors. The targeted
areas for investment were fishing, offshore crude
petroleum and natural gas exploration, mining, and
construction enterprises. In May 2001, the
government signed a petroleum exploration
agreement with CMS Oil and Gas (U.S.). Investment
inhibitors include inadequate infrastructure, social
upheaval in the aftermath of war, and a small
domestic economy. In 2001, privatization plans
continued for the majority of Eritrea’s 42 state-owned
companies, including its hotels. Over the last 2 years,
a dozen enterprises have been privatized, including a
dairy factory, brewery, and a corrugated iron sheet
factory. Eritrea’s first private bank was established in
May 2002 and planned to commence operations in
the latter half of 2002.
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ETHI

Economic Overview

OPIA &F,

Economic Indicators

2000 2001 Difference
GDP (nominal, Birr bn) 51.4 51.2 -0.2
GDP (US$ bn) 6.3 6.1 0.2
CPI Inflation (annual average; %) 0 -7.5 -7.5
Goods Exports (US$ mn) 486 502 16.0
Goods Imports (US$ mn) 1,131 1,300 169.0
Trade Balance (US$ mn) -645 -798 -153.0
Current Account Balance (US$ mn) 16 -300 -316.0
Foreign Exchange Reserves 306 427 121.0
(US$ mn)
Total External Debt (US$ bn) 5.5 5.4 -0.1
Debt Service Ratio, paid (%) 17 16 -1.0
Exchange Rate (Birr/US$) 8.2 8.3 0.1

Origins of GDP (2000)

Services sector
(44%)

Agriculture & allied activities
(45%)

Industry
(11%)

Real GDP Growth Rate
[ ]

Percent
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Economic Profile

Ethiopia is one of the least developed countries in the
world. Agriculture represented the largest
percentage of GDP in 2001 and employed more than
80 percent of the population. Economic performance
depends on the agriculture and forestry sectors’
performance; consequently, these sectors are
affected by environmental conditions. One-fifth of
arable land is cultivated, and a high dependence on
rainfall leaves the country vulnerable to famine and
crop failure. In addition, low fertilizer use, coupled
with soil erosion, have historically produced low
yields. Although the country experienced a buoyant
harvest in 2001 that increased food security, the
food deficit affected more than 5 million people.

In mid-2002, the Council of Ministers in Ethiopia
approved a $2 billion budget for the 2002-2003
fiscal year. The budget included an increase in capital
expenditures funding and for regional governments to
build institutional capacity and to improve
infrastructure. Economic policy has focused on
modernizing and diversifying agriculture to reduce
poverty and increase foreign earnings.

The IMF completed Ethiopia’s second review of the
PRGF approved in March 2001 and made available
an additional $30 million. In 2001, the EU provided
Ethiopia’s largest grant ever, $480 million, to help
rebuild infrastructure and fight poverty. In mid-2002,
Italy cancelled $350 million of Ethiopian debt to free
funds for development programs. Through its
development cooperation program with Ethiopia, Italy
has disbursed within the last 5years about $101
million for the implementation of such programs. The
IMF and the World Bank granted $1.9 billion of debt
relief to Ethiopia as a part of it's efforts to qualify for
the HIPC initiative. This assistance is expected to
reduce Ethiopia’s total external debt by 47 percent.
The World Bank, which resumed assistance in late
2000, approved a loan of $120 million in mid-2002
to help stabilize the economy and increase economic
growth. The government also submitted the PRSP in
2002.
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ETHIOPIA

Main Trade Partners, percent of total, 2000

Markets Sources

Germany 17.8% Saudi Arabia 25%
Japan 10.8% United States 8.8%
Djibouti 10.5% Italy 6.7%
Saudi Arabia 7.7% Russia 3.5%

Main Trade Commodities, US$ million, 2001

Exports Imports

Pulses 8 Consumer 459
goods
Capital goods 436
Fuel 403
Semi-finished 278
goods

U.S. Trade Balance 5 Hg expor%s
e . IMports
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Kez Investment and Privatization Sectors

e Minerals and mining (gold)
e Petroleum and energy-related products
e Agro-industry

Trade Profile

Ethiopia’s export performance relies on the coffee
industry, which in recent decades produced
approximately two-thirds of export earnings.
Decreases in world coffee prices and an increase in
coffee berry disease have negatively affected coffee
production and terms of trade. Import costs
increased primarily because of increased machinery
imports destined for the reconstruction process. In
order to increase foreign exchange and to diversify
trade, government policy has emphasized a shift from
food crops to cash crops. This policy adopted by the
Agricultural Development Led Industrialization
Strategy, targets on poverty reduction, economic
growth, and reduced food imports (food aid).

In 2001, U.S. exports to Ethiopia consisted primarily
of cereals; and U.S. imports from Ethiopia consisted
primarily of coffee, tea, mate, and spices. In addition,
Ethiopia has been designated a beneficiary country
under AGOA, including the apparel provision. AGOA
(including GSP) imports from Ethiopia totaled
$822,000 in 2001.

Investment and Privatization Profile

In early 2002, the government streamlined its
bureaucracy and immigration formalities and began
offering investment incentives to encourage
nonresident Ethiopian investment. Inadequate
telecommunications network, underdeveloped energy
provision, inadequate transport infrastructure, and
reported corruption continued to hamper investment.
For example, reported corruption at the Commercial
Bank of Ethiopia led to questions regarding the
strength of the financial sector. The majority of the
charges targeted to faulty loans to Star Business
Group. In March 2002, the governor of the National
Bank appointed new officials to carry out necessary
reforms.

Since 1995 approximately 180 parastatals have been
privatized. The privatization of state-owned
enterprises has, however, subsided primarily because
of reported corruption in the privatization process.
The issue of reported corruption in the privatization
process has led to the renationalization of five
enterprises, including the Taitu Hotel, a soap factory,
a printing press, and a flour mill. In late 2001, the
new director of the Ethiopian Privatization Agency was
announced. In January 2002, the government
reissued bid calls for nine state-owned enterprises
because of a lack of investor interest in the initial
round. As of mid-2002, 12 agricultural enterprises
had been privatized. The Ethiopian Coffee Exporting
Enterprise, Ethiopian Fruit Marketing Enterprise, and
a few other parastatals awaiting privatization were
reorganized into share companies. Despite
privatization efforts, the manufacturing sector
remains largely state controlled.
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Economic Overview

Economic Indicators

2000 2001 Difference
GDP (nominal, CFAFr 000bn) 2.5 2.6 0.1
GDP (US$ bn) 3.5 3.5 0.0
CPI Inflation (annual average; %) 0.5 1.7 1.2
Goods Exports (US$ mn) 3,149 2,626 -523.0
Goods Imports (US$ mn) 823 880 57.0
Trade Balance (US$ mn) 2,326 1,746 -580.0
Current Account Balance (US$ mn) 608 -59 -667.0
Foreign Exchange Reserves 190 35 -155.0
(US$ mn)
Total External Debt (US$ bn) 4 3.6 -0.4
Debt Service Ratio, paid (%) 13.5 25.5 12.0
Exchange Rate (CFAfr/US$) 712 733 21.0
Origins of GDP (2000)
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(61%)
Real GDP Growth Rate
—
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Economic Profile

The heavily petroleum-dependent country of Gabon
exhibited modest growth in 2001 driven by a decline
in petroleum production. Attempts to diversify the
economy away from petroleum dependency remained
relatively unsuccessful. Consequently, the economy
continues to be vulnerable to changing international
petroleum prices. Agriculture represented a small
portion of GDP in 2001. Agriculture sector
expansion was constrained by limited arable land and
inadequate infrastructure. Forestry contributed a
larger amount to GDP, but deforestation remains a
government concern. With 70 percent of the country
covered by forest, Gabon is Africa’s fourth largest
producer of tropical wood. A weakened economy,
falling food prices, and a tight monetary policy by the
regional central bank kept inflation relatively low.

In 2001, government reform policies were
coordinated with the World Bank and aimed at
diversifying the economy and reducing debt.
IMF-based reforms progressed, and the new
government sought to negotiate a new IMF program
by the middle of 2002. In mid-2002, the government
also began negotiations for a debt-rescheduling
agreement with the Paris Club to alleviate the
pressure of debt servicing on public finances. In in a
June 2002 review, the IMF requested that the
government improve budgetary management and
implementation of poverty-reduction measures.
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GABON
Main Trade Partners, percent of total, 2000

Markets Sources

United States 50.2% France 64.8%
France 17.1% United States 5.1%
China 7.7% Belgium 4.2%
Netherland 4.3% Netherlands 2.5%
Antilles

Main Trade Commodities, US$ million, 2000

Exports Imports

Petroleum 2,564 Oil Sector 275

(crude)

Timber 381 Public Sector 12

Manganese 107 Forestry 8
Sector

U.S. Trade Balance
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Kex Investment and Privatization Sectors

e Petroleum and energy-related products
e Minerals and mining (manganese)
e Forestry (timber, wood processing)

Trade Profile

Petroleum represented the predominant export
commodity. Gabon’s main cash crops are coffee,
cocoa, palm oil, and rubber. Petroleum sector
expansion, however, has reduced the incentive to
produce cash crops. In September 2001, the
European Union renewed a 4-year fishing agreement
allowing EU vessels to fish in Gabon’s territory.
Timber also contributed to export earnings, and in
2001, the government passed a new forestry code
aimed at better management in order to avoid
deforestation. Staple food products, such as cereal,
represented a substantial portion of Gabon's imports.
The increase in U.S. exports to Gabon was primarily
because of the demand for petroleum equipment.

In 2001, U.S. exports to Gabon consisted primarily
of machinery and mechanical appliances; and U.S.
imports from Gabon consisted primarily of mineral
fuels. In addition, Gabon has been designated a
beneficiary country under AGOA. AGOA (including
GSP) imports from Gabon totaled $938.8 million in
2001.

Investment and Privatization Profile

The majority of investment targeted the petroleum
sector. In recent years, U.S. firms have increased
their presence in the petroleum sector. In February
2002, Royal Dutch/Shell discovered a hew onshore
crude petroleum deposit at fields jointly owned by
Amerada Hess (U.S.). In May 2002, Energy Africa
(South Africa) signed a production-sharing contract
with the government covering three fields of Akoum
Permit. With the Société Nationale de Bois du
Gabon'’s loss of its monopoly in August 2001 and the
introduction of new forestry legislation, however, the
government opened the way for increased investment
in the timber sector. Investment outside the
petroleum sector was hindered by lack of skilled and
high input costs.

The government’s reportedly tenuous commitment to
privatization efforts slowed down privatization efforts.
Privatization plans continued for the Trans-Gabanese
railway, the state electricity and water company, and
the telecommunications company (OPT). In January
2002, Price Waterhouse Coopers was chosen to
liquidate OPT. France was a major participant in
investment and privatization efforts.
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Economic Indicators

THE GAMBIA &30,

Economic Overview

2000 2001 Difference
GDP (nominal, D mn) 5,171 5,641 470.0
GDP (US$ mn) 404.3 352.6 -51.7
CPI Inflation (annual average; %) 0.8 4.3 3.5
Goods Exports (US$ mn) 126.5 n/a n/a
Goods Imports (US$ mn) 192.3 n/a n/a
Trade Balance (US$ mn) -65.8 n/a n/a
Current Account Balance (US$ mn) -19.4 n/a n/a
Foreign Exchange Reserves 109 111 2.0
(US$ mn)
Total External Debt (US$ mn) n/a n/a n/a
Debt Service Ratio, paid (%) n/a n/a n/a
Exchange Rate (D/US$) 12.7 16 3.2
Origins of GDP (1999)
Agriculture
(33%)
Services
(54%)

Industry
(13%)

Real GDP Growth Rate
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Economic Profile

The Gambia is Africa’s smallest country and one of
the world’'s poorest with approximately 47 percent of
the population living below the international poverty
level. In 2002, agriculture employed 75 percent of
the population and accounted for 33 percent of GDP.
Cross-border trade and other services accounted for
approximately 67 percent of GDP. The agricultural
sector is highly dependent on weather conditions.
Main crops include groundnuts, millet, sorghum,
maize, and rice. Groundnuts provided income for 70
percent of the population. Small-scale manufacturing
remained limited to activities such as the processing
of peanuts, fish, and animal hides.

The Gambia’s economic development policies focused
on complying with IMF and World Bank agreements
in 2001. In November 2001, the EU announced a
new 5-year $44 million financial package for The
Gambia. In 2002, the IMF and World Bank approved
a $16 million loan to finance The Gambia Trade
Gateway Project, which was designed to encourage
private sector growth in the processing, packaging,
transshipment, and distribution of goods; to attract
domestic and foreign investment; and to produce an
internationally competitive business environment. The
IMF announced its intent to arrange a new 3-year,
$27 million PRGF initiative for The Gambia during
2002. The initiative will stress monetary policy
reforms limiting inflation, improved tax collection, the
privatization of state-owned enterprises, and reform
of the groundnut industry.



THE GAMBIA

Main Trade Partners, percent of total, 2000

Markets Sources
Belgium/ 25.6% China (incl. 17.9%
Luxembourg Hong Kong)
Japan 14.9% UK 10.4%
UK 14.1% Netherlands 8.5%
Brazil 7.1% France 6.4%
Main Trade Commodities, US$ million, 1999
Exports Imports
Groundnut 10.0 Food & 89.4
products beverages
Fish & fish 3.1 Machinery & 46.5
preparation transport
equipment
Re-exports 104.0 Manufactures 53.8
Minerals & 124
fuel
U.S. Trade Balance
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Kez Investment and Privatization Sectors

e Fish and fish processing
e Tourism
e Agriculture

Trade Profile

Groundnuts accounted for most of The Gambia’s
agricultural exports. The government has instituted
programs to diversify the economy by promoting
exports of horticultural products, flowers, and exotic
fruits. These efforts have been restrained by
under-investment and inefficiency at the Port of
Banjul. The Gambia trade profile relied on re-exports,
groundnuts, fish, and fish processing. In 2001, U.S.
exports to The Gambia consisted primarily of
agriculture and animal products. In 2001, U.S.
imports from The Gambia consisted primarily of fish
and ocean products. The Gambia is not designated
an AGOA-beneficiary country.

Investment and Privatization Profile

Investment continued to be hampered by frequent
energy shortages, inadequate transportation
networks, and a small domestic market. In November
2001, the Director General of the Kuwaiti Fund
signed a $10 million, 24-year loan agreement with
The Gambia for the construction of a 115-kilometer
road in the North Bank Division. In early 2002, Africa
Oil and Gas, Fusion Qil, and an Anglo-Australian
company announced plans to increase exploration in
The Gambia after an Australian petroleum company
made a promising discovery in late 2001. The
privatization of state-owned Gambia
Telecommunications and National Water and
Electricity Company was postponed beyond 2002. In
2001, Africell, became The Gambia’s first private
mobile telephone service company.
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Economic Indicators

GHANA &5,

Economic Overview

2000 2001 Difference
GDP (nominal, C bn) 27.1 38.1 11.0
GDP (US$ bn) 5.0 5.3 0.3
CPI Inflation (annual average; %) 25.2 32.9 7.7
Goods Exports (US$ mn) 1,898.4 1,843.0 -55.4
Goods Imports (US$ mn) 2,741.3 2,688.0 -53.3
Trade Balance (US$ mn) -849.9 -845.0 4.9
Current Account Balance (US$ mn) -412.6 -313.0 99.6
Foreign Exchange Reserves 232.1 265.0 32.9
(US$ mn)
Total External Debt (US$ bn) 6.7 6.8 0.1
Debt Service Ratio, paid (%) 16.2 15.3 -0.9
Exchange Rate (C/US$) 5,455.1 7,170.8 1,715.7

Origins of GDP (2000)

Services

(39%)
Other industry
(17%)

Real GDP Growth Rate
[ ]

Agriculture, forestry & fishing
(35%)

Manufacturing
(9%)

Percent
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Economic Profile

Agriculture is the mainstay of Ghana's economy,
accounting for about 36 percent of GDP and 60
percent of employment. Mining, especially gold,
accounted for 6 percent of GDP and rivaled cocoa as
Ghana’s main foreign exchange earner in 2001.
Commercial forestry became the third largest source
of foreign exchange. Agriculture suffered from low
investment, a lack of technology investment, and the
removal of subsidies on fertilizers. Cocoa was
Ghana’s most important agricultural export, and
accounted for about 35 percent of total exports.
Less than 15 percent of Ghana's cocoa trees were
at peak production age in 2001, and donors and the
government have been working to replace aging
trees. The mining and cocoa industries, both sectors
subject to volatile international prices, tried to
encourage price stability-the mining companies used
swaps and options, and the state-owned Ghana
Cocoa Board (Cocobod) traded on the futures
market. Ghana’s industrial sector is relatively broad
and diverse, and includes aluminum smelting, timber
and agricultural processing, brewing, cement
manufacturing, petroleum refining, textiles,
pharmaceuticals, and mining. Government jobs
accounted for most formal employment.

Government economic policy was heavily focused on
agreements with international financial institutions.
The government economic policy emphasized
macroeconomic stability and sustainable economic
growth. The government identified the fiscal deficit,
public sector debt, falling economic growth rates,
rising inflation, and high unemployment as the main
issues facing Ghana's economy. In 2001, the
government increased fuel prices by 64 percent as it
moved toward market prices. Ghana qualified for the
HIPC initiative in March 2002.
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GHANA
Main Trade Partners, percent of total, 2000

Markets Sources

Togo 14.9% Nigeria 20.2%
Netherlands 13.2% Italy 12.2%
United States 10.8% UK 9.4%
UK 7.3% United States 6.9%

Main Trade Commodities, US$ million, 2000

Exports Imports
Gold 705 Manufactures 1,650
Cocoa beans & 437 Fuels 250,140
products
Timber & 175 Non-fuel 140
products primary

products

U.S. Trade Balance
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e Minerals and mining (gold)
e Manufacturing
e  Parastatal divestiture

Trade Profile

Cocoa is Ghana’'s main cash crop. Cocobod has a
monopoly on external marketing and dominated the
domestic purchasing through its Produce Buying
Company. Cocoa smuggling through Cote d'lvoire has
been increasing because of higher prices offered
there. In early 2002, the government attempted to
rectify this problem by increasing cocoa producer
prices. In 2001, gold exports surpassed cocoa. The
country’s largest gold producer, the Ashanti
Goldfields Company, accounted for 50 percent of
Ghanaian production. Ghana also is one of the
world's largest exporters of manganese, which was
solely produced by the Ghana Manganese Company.
Ghana Bauxite is the sole producer of bauxite, and
mined only a small proportion of the reserves. The
main growth sectors include agriculture and
agro-processing industries, particularly fish products
and pineapples.

In 2001, U.S. exports to Ghana consisted primarily
of cereals, and machinery and mechanical
appliances; and U.S. imports from Ghana consisted
primarily of mineral fuels and cocoa. In addition,
Ghana has been designated a beneficiary country
under AGOA, including the apparel provision. AGOA
(including GSP) imports from Ghana totaled $42.9
million in 2001.

Investment and Privatization Profile

The government is committed to attracting new
investment. The Industry Revival Scheme provided
incentives by increasing access to capital, and the
Export Development Fund assisted private
entrepreneurs to invest in the export sector by
improving exporters’ access to short-term credit
funds. The government is drafting new legislation to
attract more investment in offshore crude petroleum
drilling by extending licensing periods, eliminating
offshore sites royalties, and reducing the petroleum
profit tax on deepwater sites. A variety of companies
invested in Ghana in 2001 and 2002. Tyme
International (UK) and a Ghanian company, Bytes and
PC World, established a joint venture to manufacture
computer components in Ghana. An American
insurance firm set up an office in Accra to process
claims. Gold Fields (South Africa) and Repadre Capital
Corporation (Canada) are buying Ranger Minerals’
(Australia) 90 percent stake in Abosso Gold.

The privatization of state companies is overseen by
the Divestiture Implementation Committee. In 2001
and 2002 GT was partially sold to G-Com (Malaysia)
and the new government is planning to sell an
additional stake in GT to increase competition. PBC
was partly privatized through sales of shares to the
public. The government continued plans to sell 25
percent of its shares in the Cocoa Processing
Company, and two development banks, the National
Investment Bank and Agricultural Development Bank.
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GU

Economic Overview

NEA  §

Economic Indicators

2000 2001 Difference
GDP (nominal, Gnf bn) 5,252 5,946 694.0
GDP (US$ bn) 3.0 3.1 0.1
CPI Inflation (annual average; %) 6.8 9.6 2.8
Goods Exports (US$ mn) 695 775 80.0
Goods Imports (US$ mn) 555 648 93.0
Trade Balance (US$ mn) 140 127 -13.0
Current Account Balance (US$ mn) -90 -76 14.0
Foreign Exchange Reserves 148 130 -18.0
(US$ mn)
Total External Debt (US$ mn) 3,388 n/a n/a
Debt Service Ratio, paid (%) 15.3 n/a n/a
Exchange Rate (Gnf/US$) 1,747 1,951 204.0
Origins of GDP (1999)

Agriculture
(13%)
Services
(39%)
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(26%)

Construction
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Real GDP Growth Rate
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Economic Profile

Mining continues to drive GDP performance in
Guinea. But having significant mineral wealth,
including more than 30 percent of the world’'s
bauxite reserves, Guinea remains a relatively poor
country. Bauxite, aluminum, gold, and diamonds
accounted for 90 percent of exports and 70 percent
of government tax revenues. Guinea is the world’s
second largest producer of bauxite, which accounted
for 65 percent of its exports in 2001. Light
manufacturing and agriculture employed
approximately 80 percent of the population. The
agricultural sector accounted for approximately 65
percent of employment and 10 percent of exports.

Civil unrest in the Mano River countries of Guinea,
Liberia, and Sierra Leone continued to limit economic
development and created a humanitarian crisis. The
10-year struggle centers primarily on control over
Sierra Leone’s diamond fields. Easing of border
tensions with Sierra Leone and Liberia has
encouraged foreign companies to resume diamond
mining in Guinea, and has increased agricultural
production in the eastern border zone. Government
economic policy focused on dismantling the state-run
economy by privatizing parastatals, improving public
sector performance, improving regulatory
environment, liberalizing price controls, and
increasing tax collection efficiency. Good harvests,
lower petroleum prices, and continued donor support
helped stabilize inflation rates.

In May 2001, the IMF approved a 3-year, $82
million PRGF arrangement for Guinea, but relations
with the IMF and the World Bank were strained after
Guinea delayed presenting its 2002 budget in an
acceptable format. The delay could slow upcoming
disbursement from the IMF under the HIPC initiative.
The IMF and World Bank’s main areas of concern
were border tensions with Sierra Leone and Liberia,
inadequate efforts to alleviate corruption, and the
renationalization of previously privatized parastatals.
In April 2002, Guinea signed a $22.6 million
debt-reduction agreement with the United States to
finance poverty reduction, education, health care,
and infrastructure programs.
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GUINEA

Main Trade Partners, percent of total, 2000

Markets Sources

Belgium 16.9% France 18.9%
United States 12.9% United States 11.0%
Russia 9.2% Cote d'Ivoire 8.5%
Ireland 8.8% Belgium 7.1%

Main Trade Commodities, US$ million, 1999

Exports Imports

Bauxite 285 Fuel & 59
energy

Gold 119 Capital goods 42

Aluminium 94 Food 41

Diamonds 24
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Kez Investment and Privatization Sectors

e Minerals and mining (bauxite, gold, diamonds)
e Aluminum smelting
e Manufacturing

Trade Profile

Exports of bauxite, gold, and diamonds, which
account for nearly 80 percent of Guinea’s exports,
have encountered declining international market
prices. In 2002, Guinea joined with The Gambia,
Nigeria, Ghana, Liberia, and Sierra Leone to establish
a common currency and central bank under the new
West African Secondary Monetary Zone by January
2003. In 2001, U.S. exports to Guinea consisted
primarily of machinery and mechanical appliances,
and inorganic chemicals; and U.S. imports from
Guinea consisted primarily of ores, slag, and ash. In
addition, Guinea has been designated a beneficiary
country under AGOA. AGOA (including GSP) imports
from Guinea totaled $191,000 in 2001.

Investment and Privatization Profile

Foreign investment targets primarily the mining
sector. Political instability, reported corruption, and a
poor business environment continue to deter foreign
investors in nonmining sectors. Guinea has
encountered difficulty in locating foreign partners for
recently privatized water and electricity parastatals.
The electricity company, was renationalized 3 months
after the company’s foreign partners Saur (Eectricité
de France) and HydroQuebec departed. DiaBras of
Canada announced in November 2001, that it had
signed an agreement giving it an option on a
60-percent interest in the Banankoro mine. In March
2002, Rio Tinto, an Anglo-Australian mining
company, signed a $14.5 million joint-venture
agreement with Trivalence to conduct preliminary
exploration of the Aredor kimberlite project. In May
2002, Omuium Nord Africain of Morocco opened a
$24 million gold mine in Guinea.
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Economic Indicators

Economic Overview

2000 2001 Difference
GDP (nominal, CFAfr bn) 135.6 148.8 13.2
GDP (US$ mn) 190.4 203.8 13.4
CPI Inflation (annual average; %) 9.1 5 -4.1
Goods Exports (US$ mn) 80 68 -12.0
Goods Imports (US$ mn) 55.2 58 2.8
Trade Balance (US$ mn) 24.8 10 -14.8
Current Account Balance (US$ mn) 33.5 28 -5.5
Foreign Exchange Reserves 53.7 70 16.3
(US$ mn)
Total External Debt (US$ mn) n/a n/a n/a
Debt Service Ratio, paid (%) n/a n/a n/a
Exchange Rate (CFAfr/US$) 712 733 21.0

Origins of GDP (1999)

Services
(26%)

Inaustry
(12%)

Agriculture and fishing

(62%)

Real GDP Growth Rate
[ ]

Percent
15

10

5
0
-5

-10

-15

-20

-25
-30

-35

1997 1998

1999

2000

2001

Economic Profile

Guinea-Bissau, the world’s sixth poorest country,
continues to rely heavily on subsistence agriculture,
fishing, and support from international donor
institutions. Guinea-Bissau continued to suffer from
the adverse effects of years of intermittent civil
unrest, an undercapitalized private sector,
inadequate infrastructure, poor rural market
development, and poor macroeconomic policies. GDP
growth fell sharply after social conflict resumed in
1998. In 2001, subsistence agriculture accounted
for 60 percent of GDP, employed approximately 85
percent of the population, and accounted for 90
percent of exports. The manufacturing sector,
primarily activities related to food-processing,
brewing, and cotton and wool processing,
contributed minimally to GDP. Political instability has
impeded government efforts to implement policies
promoting economic recovery.

The Guinea-Bissau government continued to initiate
programs designed to secure the restoration of the
IMF's PRGF, which was suspended in May 2001. To
meet these objectives, the government reportedly
plans to improve its budgetary and financial
management, and to address donor concerns
regarding poverty reduction, economic diversification,
and public sector infrastructure development. The
IMF and the government agreed on a 4-month
program that could potentially lead to the restoration
of the PRGF in 2002. In February 2002, the World
Bank concluded a $26 million agreement to support
the Private Sector Rehabilitation and Development
Project in Guinea-Bissau. The project will provide
funds for privatization, infrastructure and legal
reform, improvement of the country’s business
environment, and settlement of domestic debt.
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GUINEA-BISSAU

Main Trade Partners, percent of total, 2000

Kez Investment and Privatization Sectors

Markets Sources
India 51.4% Portugal 30.0%
Italy 2.7% Senegal 14.6%
South Korea 2.0% Thailand 8.5%
Belgium 2.0% China 5.7%
Main Trade Commodities, US$ million
Exports (1998) Imports (1999)
Cashew nuts 22.9 Foodstuffs 19.8
Fish and shrimp 0.5 Petroleum 6.4
products
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e Agriculture (cashews)
e Petroleum and energy-related products
e Infrastructure development

Trade Profile

Guinea-Bissau has ample fish stocks, but was unable
to exploit this potential export commodity because of
the lack of a modern fishing fleet and onshore
processing facilities. In 2002, the majority of
Guinea-Bissau’s fishing activities were contracted out
to foreign fleets, primarily from the EU, in return for
licensing fees. Other leading exports inc