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February 23, 2009

Ms. Marilyn Abbott

Secretary

United States International Trade Commission
500 E Street, SW

Washington, DC 20436

Dear Secretary Abbott,

I wish to thank the Commission for the opportunity to submit this statement on behalf of the
Nien Hsing Textile Co., Ltd. in connection with the Commission’s investigation of the potential
for competitive production of textile and apparel inputs in Sub-Saharan Africa.

Nien Hsing is a specialized vertically-integrated denim fabric and jeans manufacturer.
Our manufacturing process consists of yarn spinning, dyeing, weaving, cutting, and sewing,
culminating in the final jeans product. We currently have investments of denim mills and/or
garment factories in Lesotho, Mexico, Nicaragua, and Southeast Asia, with annual worldwide
production of five million dozen pairs of jeans and a workforce of over 35,000 workers in least
developed countries around the world.

Nien Hsing is the largest denim fabric producer in Africa. Our Lesotho denim plant
(known as Formosa Textile in Lesotho) has a capacity of 27 million square meters annually. In
addition, our Lesotho plant uses exclusively African-origin cotton, consuming approximately
16,000 tons of cotton annually from Malawi, Zambia, Mozambique, Tanzania, and Benin, etc.

Nien Hsing has invested $120 million in the development of our denim mill, spinning plant
and jeans factories in Lesotho. We employ 8,000 workers at these Lesotho facilities. Our
investment in Lesotho was mainly made in reliance upon the original provisions of the African
Growth and Opportunity Act (AGOA), in particular the understanding that the third-country
fabric provision would expire on September 30, 2004. The expiration of the third-country fabric
provision would have provided a stable customer base, which is necessary to justify the
massive investment required to build a denim factory.

Although the denim fabric industry has been one of the largest and most competitive
sectors of the African textile industry, the African denim industry is currently under serious
economic stress. The combination of the end of the Multi-Fiber Arrangement (MFA) system of

quotas in 2005, coupled with Congress’ extension of the AGOA third-country fabric provision,
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subjected the African denim industry to intense competition from Chinese denim and
simultaneously reduced our potential market in Africa.

The resulting harm was partially mitigated by the enactment of the so-called “commercial
availability” provision in 2006, which was intended to encourage vertical integration as a means
to increase the competitiveness of the African textile and apparel sectors. The enactment of
this commercial availability provision, including in particular the determination that denim was
commercially available, made it possible for Nien Hsing to maintain our operations in Lesotho.

Nevertheless, last year Congress repealed the commercial availability provision, thereby
once again putting our Lesotho denim operation in jeopardy. The threat to the African denim
industry has been intensified by the current international financial crisis, which has significantly
reduced demand and simultaneously made it much more difficult for both our customers and
denim producers themselves to obtain the credit necessary for normal operations. In these
critical circumstances, therefore, it is essential to the survival of the African textile industry
generally, and Nien Hsing’s denim factory in Lesotho in particular, that further consideration be
given to additional means to assist the African textile industry to become more internationally
competitive.

It should be obvious from the foregoing that the African textile industry would not be
competitive without the incentives provided by AGOA. The duty-free preference provided by
AGOA has been the catalyst that led to the creation of the African denim industry. But even
the AGOA duty-free preference, which amounts to an advantage of approximately 16%
compared to duty-paid denim garments from other regions, barely offsets the competitive
challenges facing African textile producers, which include:

e Inadequate infrastructure, especially inadequate and inefficient port facilities, high
inland transportation costs, and high utility costs;

o High ocean freight costs and infrequent sailing dates;

e Lack of economies of scale, especially compared to our competitors in Asia, who
"~ have been in business for decades;

o Inadequate vertical integration, which is essential to efficient operation; and
« Relatively high labor costs and unskillful labor, especially compared to Asia.

Nien Hsing believes these competitive disadvantages can be significantly reduced, and
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the viability of the African denim industry thereby maintained, by taking addressing two issues:
(1) maintaining an adequate market base; and (2) improving infrastructure.

As noted above, the now-repealed commercial availability provision was intended to
provide a stable market base for African textiles that is necessary to attract the large investment
required to build a textile plant. Although the commercial availability provision has been
repealed, the need for such incentives remains if Africa is to develop a competitive textile
industry. Nien Hsing respectfully suggests that the market for African-origin textiles can be
dramatically expanded by amending AGOA to provide that garments made with African-origin
textiles would qualify for duty-free eligibility under the United States’ various free trade
agreements (FTAs) and trade development programs for other regions (such as the Caribbean
Basin Initiative and the Andean Trade Promotion and Drug Eradication Act). This “cumulation”
would provide access to a new customer base, estimated to be significantly larger than under
AGOA, that is currently unavailable to African textile producers. Although significant
transportation costs would be involved in any such sales, we believe the 16% duty preference
would offset such transportation costs.

Second, as noted above, inadequate African infrastructure, especially transportation
infrastructure, is constraining the development of a competitive textile industry.  Significant U.S.
Government and/or multilateral support for infrastructure development will probably be
necessary if textile production in Africa is to become more internationally competitive.

Nien Hsing is available at the convenience of the Commission and your staff to provide
whatever assistance may be needed in this investigation.

John Chen

Nien Hsing Textile Co., Ltd.

13F, No., 306, Neihu Road, Section 1, Neihu
Taipei, Taiwan 114

+886-2-2656-8808
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TABLE F.1 Exports of textile and apparel inputs, by SSA country, selected other countries, and world, 2003-07

(1,000 $)

Country 2003 2004 2005 2006 2007

Group 1 countries:
South Africa 297,158 342,615 298,851 304,090 300,457
Mauritius 31,936 63,918 48,454 51,949 63,104
Nigeria 28,814 48,106 40,186 20,900 20,654
Tanzania 9,151 16,651 11,842 16,041 20,349
Lesotho 635 2,580 12,635 15,943 19,224
Zambia 25,947 31,404 35,505 20,239 14,532
Madagascar 8,538 10,241 10,982 11,217 10,560
Swaziland 14,400 11,959 9,771 9,594 9,803
Kenya 8,968 9,944 8,917 10,099 7,998
Ethiopia 8,256 6,901 3,596 3,108 3,059
Subtotal 433,801 544,317 480,738 463,179 469,740

Group 2 countries:
Ghana 4,686 6,381 4,602 1,477 2,812
Uganda 289 2,498 2,394 2,262 1,833
Mozambique 232 112 396 425 1,754
Namibia 113 1,052 691 3,868 1,550
Botswana 18 314 211 259 1,096
Malawi 130 249 165 86 252
Subtotal 5,468 10,606 8,458 8,379 9,296

Group 3 countries:
Togo 3,929 3,138 8,858 4,586 5,470
Burkina Faso 1,779 1,242 1,083 3,493 2,470
Benin 4,041 3,393 963 1,127 2,118
Mali 604 857 1,170 959 1,411
Senegal 619 1,273 848 603 1,337
Cameroon 1,573 1,359 1,090 1,153 1,137
Chad 48 50 42 106 33
Subtotal 12,593 11,312 14,053 12,027 13,977

Group 4 countries:
Sierra Leone 845 1,772 1,974 3,487 3,424
Djibouti 29 565 396 603 324
Niger 307 1,099 698 294 292
Seychelles 10 672 300 346 248
Gambia 150 763 425 277 238
Congo, Dem. Rep. 51 62 32 89 221
Guinea 164 95 114 258 168
Burundi 701 207 34 139 144
Cape Verde 7 139 105 94 143
Comoros 11 49 0 17 108
Liberia 97 132 248 25 65
Rwanda 258 522 282 103 58
Gabon 59 455 77 164 45
Sao Tomé and Principe 165 85 11 6 43
Congo, Rep. 22 41 38 5 20
Angola 30 36 10 21 14
Guinea-Bissau 2 129 266 69 5
Subtotal 2,910 6,821 5,009 5,999 5,561
Total, SSA countries 454,772 573,057 508,258 489,585 498,573
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TABLE F.1 Exports of textile and apparel inputs, by SSA country, selected other countries, and world, 2003-07

(1,000 $)—Continued

Country 2003 2004 2005 2006 2007
Selected other countries and world:
China 17,981,607 22,202,533 25,590,702 28,562,818 29,403,449
India 3,454,472 4,082,057 4,123,694 4,067,153 4,688,820
Vietnam 197,181 309,949 349,174 470,933 695,791
Cambodia 180,500 261,083 252,978 253,354 257,547
Bangladesh 10,779 17,258 24,046 15,207 11,164
World 125,138,957 142,654,498 144,869,637 145,917,316 149,185,911

Source: World Bank, WITS Database (accessed December 3, 2008).
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TABLE F.2 SSA-country exports of textile and apparel inputs, by product group, by destination, 2003—-07 (1,000 $)

Product group and destination 2003 2004 2005 2006 2007
Carded or combed fibers:
SSA countries 2,503 5,819 4,356 9,156 10,101
Rest of world 31,310 36,578 32,937 33,901 29,631
EU 57,572 57,559 47,933 49,905 51,254
United States 641 2,407 585 1,199 1,179
Total 92,025 102,363 85,811 94,160 92,165
Knit fabric:
SSA countries 4,233 8,615 9,465 10,828 14,044
Rest of world 5,186 6,327 7,821 8,453 8,661
EU 2,527 2,688 1,353 1,030 881
United States 1,316 1,690 1,187 1,822 1,998
Total 13,262 19,320 19,826 22,133 25,584
Manmade fibers:
SSA countries 2,750 2,867 3,367 3,443 3,628
Rest of world 10,524 6,040 6,093 6,280 6,188
EU 17,329 23,668 21,908 10,909 14,195
United States 73 1 1 1 6
Total 30,677 32,576 31,368 20,634 24,016
Other fabric:
SSA countries 3,749 4,074 4,078 3,870 4,461
Rest of world 3,488 7,285 4,333 6,528 8,914
EU 17,370 22,228 18,134 18,740 26,167
United States 2,056 1,144 2,585 4,189 394
Total 26,663 34,730 29,130 33,327 39,936
Thread:
SSA countries 1,130 1,455 1,731 1,985 1,423
Rest of world 1,014 2,638 1,993 2,239 2,144
EU 7,412 10,214 13,450 16,700 13,349
United States 52 11 37 13 10
Total 9,608 14,318 17,210 20,937 16,927
Trim:
SSA countries 7,495 10,839 12,804 12,381 13,405
Rest of world 5,581 5,849 5,288 5,643 5,993
EU 7,368 9,662 10,724 12,116 12,885
United States 6,386 9,733 7,483 6,777 5,302
Total 27,331 36,083 36,299 36,917 37,586
Woven fabric:
SSA countries 45,490 67,598 62,785 59,495 76,534
Rest of world 23,568 39,813 33,607 22,902 18,242
EU 42,514 52,636 36,963 35,821 36,407
United States 4,917 5,671 4,365 4,864 3,025
Total 116,489 165,718 137,720 123,082 134,209
Yarn:
SSA countries 30,682 28,627 18,258 15,596 22,813
Rest of world 28,269 41,728 46,638 42,848 36,302
EU 67,979 88,472 75,897 67,818 60,903
United States 11,788 9,122 10,100 12,132 8,132
Total 138,718 167,949 150,893 138,394 128,151
Total, SSA countries 454,772 573,057 508,258 489,585 498,573

Source: World Bank, World Integrated Trade Solution Database (accessed December 3, 2008).
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TABLE F.3 SSA-country exports of textile and apparel inputs, by product group, 2003-07 (1,000 $)

Product group and SSA country 2003 2004 2005 2006 2007
Carded or combed fibers:
South Africa 89,134 97,362 80,524 85,664 82,643
Tanzania 1,003 2,349 2,810 4,049 3,892
Nigeria 181 149 734 2,307 2,214
Lesotho 0 0 0 1,280 1,240
Mali 0 0 412 12 679
All others 1,707 2,503 1,331 848 1,498
Total 92,025 102,363 85,811 94,160 92,165
Knit fabric:
South Africa 8,014 12,439 9,882 10,768 12,149
Mauritius 3,057 4,747 8,023 9,160 10,975
Tanzania 346 921 694 910 1,672
Kenya 321 496 500 776 369
Djibouti 0 0 1 1 88
All others 1,524 718 726 519 331
Total 13,262 19,320 19,826 22,133 25,584
Manmade fibers:
Nigeria 9,007 15,791 17,592 10,461 12,485
South Africa 20,504 15,813 12,600 9,077 10,769
Togo 51 53 178 188 261
Botswana 0 0 2 0 110
Kenya 436 389 706 269 90
All others 678 531 291 639 302
Total 30,677 32,576 31,368 20,634 24,016
Other fabric:
South Africa 25,536 32,571 26,823 30,890 36,973
Sierra Leone 56 518 796 948 833
Botswana 0 212 133 142 531
Kenya 351 128 349 221 411
Ghana 7 52 11 24 220
All others 713 1,249 1,018 1,102 969
Total 26,663 34,730 29,130 33,327 39,936
Thread:
South Africa 8,301 11,809 15,383 19,301 15,764
Mauritius 835 1,465 958 1,156 581
Congo, Dem. Rep. 3 0 1 1 107
Swaziland 199 626 165 58 97
Kenya 85 81 186 70 72
All others 186 337 517 352 306
Total 9,608 14,318 17,210 20,937 16,927
Trim:
South Africa 19,249 25,934 23,043 22,347 22,841
Swaziland 3,275 3,040 3,571 5,495 5,265
Madagascar 1,538 2,712 4,736 4,066 4,227
Mauritius 1,800 2,402 2,090 2,514 2,613
Togo 23 59 1,489 1,307 1,417
All others 1,447 1,936 1,371 1,186 1,222
Total 27,331 36,083 36,299 36,917 37,586
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TABLE F.3 SSA-country exports of textile and apparel inputs, by product group, 2003-07 (1,000 $)—Continued

Product group and SSA country 2003 2004 2005 2006 2007
Woven fabric:
South Africa 55,825 67,624 59,255 49,972 48,944
Mauritius 23,848 44,745 28,095 25,349 30,166
Lesotho 63 2,579 12,343 14,402 17,288
Tanzania 4,979 8,806 4,084 5,067 8,763
Madagascar 2,202 5,413 5,072 6,360 5,613
All other 29,572 36,550 28,871 21,931 23,535
Total 116,489 165,718 137,720 123,082 134,209
Yarn:
South Africa 70,594 79,063 71,341 76,070 70,374
Mauritius 2,187 10,286 8,835 13,513 18,610
Zambia 25,502 30,969 34,882 20,014 14,323
Tanzania 2,567 4,192 4,075 5,752 5,866
Kenya 4,501 6,583 5,370 6,066 5,106
All others 33,368 36,857 26,391 16,979 13,872
Total 138,718 167,949 150,893 138,394 128,151

Source: World Bank, WITS Database (accessed December 3, 2008).
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TABLE F.4 Exports of apparel, by SSA country, selected other countries, and world, 2003-07 (1,000 $)

Country 2003 2004 2005 2006 2007
Group 1 countries:
Mauritius 970,002 955,126 804,680 836,398 942,147
Madagascar 362,559 560,570 538,767 576,546 695,774
Lesotho 427,502 494,244 421,636 418,338 413,792
Kenya 207,741 305,190 296,556 287,010 269,584
South Africa 412,868 329,339 240,277 200,268 206,913
Swaziland 153,052 190,550 169,532 142,822 143,184
Tanzania 5,146 8,097 7,380 8,635 7,984
Ethiopia 2,100 4,687 5,219 6,177 5,886
Zambia 97 367 339 92 582
Nigeria 802 531 601 1,159 503
Subtotal 2,541,869 2,848,701 2,484,988 2,477,444 2,686,348
Group 2 countries:
Botswana 14,386 34,871 37,665 36,397 43,109
Malawi 42,200 48,209 48,492 40,444 37,455
Namibia 45,089 83,366 56,569 35,505 31,452
Ghana 5,271 8,732 7,921 10,822 9,341
Uganda 3,318 4,789 5,702 1,665 1,608
Mozambique 4,262 4,589 5,418 3,007 960
Subtotal 114,526 184,556 161,768 127,841 123,923
Group 3 countries:
Togo 2,336 1,879 6,753 4,977 5,907
Mali 417 200 746 526 3,900
Cameroon 2,030 1,832 1,923 3,075 2,724
Senegal 548 758 723 1,074 2,605
Burkina Faso 72 799 640 600 1,293
Benin 134 106 108 91 89
Chad 446 38 490 655 71
Subtotal 5,983 5,613 11,383 10,997 16,590
Group 4 countries:
Cape Verde 7,487 8,456 7,620 6,112 7,887
Sierra Leone 6,370 3,442 1,308 1,856 2,781
Gambia 248 282 283 399 449
Niger 218 234 85 297 411
Seychelles 116 20 406 557 381
Liberia 1,068 376 900 181 357
Gabon 89 411 67 183 347
Guinea 61 137 154 179 336
Comoros 63 311 36 36 303
Congo, Dem. Rep. 185 240 789 337 248
Burundi 200 495 460 160 127
Djibouti 17 96 2,135 397 86
Sao Tomé and Principe 566 39 5 10 56
Angola 92 31 256 19 38
Congo, Rep. 6 78 33 15 25
Rwanda 387 192 22 63 10
Guinea-Bissau 1 33 11 3 5
Subtotal 17,173 14,873 14,568 10,804 13,847
Total, SSA countries 2,679,551 3,053,743 2,672,707 2,627,086 2,840,709
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TABLE F.4 Exports of apparel, by SSA country, selected other countries, and world, 2003-07 (1,000 $)—Continued

Country 2003 2004 2005 2006 2007
Selected other countries and world:
China 59,689,176 70,318,393 89,149,423 100,431,095 115,460,327
Bangladesh 6,332,666 7,937,933 8,026,906 10,391,892 11,117,914
India 6,192,628 7,005,535 9,461,037 10,343,893 10,973,151
Vietnam 3,930,908 4,481,528 4,821,399 6,037,498 7,770,533
Cambodia 1,965,326 2,433,113 2,697,289 3,320,103 3,753,441
World 222,577,855 248,309,858 265,954,493 285,747,305 310,780,523

Source: World Bank, WITS Database (accessed December 3, 2008).
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TABLE G.1 Cotton production in SSA-countries, MY 2000—07 (1,000 bales)
Marketing year

Country 2000 2001 2002 2003 2004 2005 2006 2007

Group 1 countries:
Ethiopia 64 64 92 60 92 82 85 85
Kenya 20 20 20 20 20 25 25 25
Lesotho @) @ @ @) @) @ @) @
Madagascar 73 55 18 37 60 60 60 60
Mauritius @) @ @ @) @) @ @) @
Nigeria 400 450 390 415 420 400 400 450
South Africa 155 83 70 125 95 68 52 46
Swaziland @) @ @ @) @) @ @) @
Tanzania 188 230 280 235 525 575 200 310
Zambia 133 170 240 325 350 400 160 160

Group 2 countries:

Botswana © @) @) ©) ©) ® ) @)
Ghana 87 37 32 25 30 40 40 23
Malawi 44 46 48 80 90 90 109 130
Mozambique 75 110 95 153 110 165 165 100
Namibia V) @) @) V) ) O ) @)
Uganda 85 90 95 125 200 90 95 60

Group 3 countries:

Benin 640 790 640 635 750 367 475 500
Burkina Faso 525 725 750 965 1,180 1,367 1,300 675
Cameroon 430 450 425 500 500 415 365 210
Chad 300 325 325 225 350 335 200 190
Mali 480 1,100 825 1,200 1,026 1,003 792 450
Senegal 40 65 65 100 100 90 100 88
Togo 225 275 320 325 325 140 80 110

Group 4 countries:

Angola 20 5 5 5 5 5 5 5
Burundi @) @) @) @) ) ) @) @)
Cape Verde @) @) @) @) @) @ @) @)
Comoros Islands @) @) @) @) @) @ @) @)
Congo, Dem. Rep. 15 15 15 15 15 15 15 15
Congo, Rep. @) @) @) @) @) @ @) @)
Djibouti @) @) @) @) @) ) @) @)
Gabon @) @) @) @) @) @ @) @)
Gambia @) @) @) @) @) @ @) @)
Guinea 37 69 55 40 14 14 14 14
Guinea-Bissau @) @) @) @) ) @ @) @)
Liberia @) @) @) @) @) @ @) @)
Niger 5 5 5 5 5 5 5 5
Rwanda @) @) @) @) @) ) @) @)
S&o Tomé and Principe @) @) @) @) @) @ @) @)
Seychelles @) @) @) @) @) ) @) @)
Sierra Leone @) @) @) @) @) @) ) @)

Source: USDA FAS, PS&D Online.

®No production available.
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TABLE H.1 Summary of selected regional free trade agreements and organizations

Agreement

Member states

Key characteristics

Common Market for
Eastern and Southern
Africa (COMESA)

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

COMESA was founded in 1981 as the Preferential Trade Agreement (PTA), and in
1994 was renamed the Common Market for Eastern and Southern Africa.

COMESA plans to achieve an economic community with a common currency and
unified monetary policy. Stage one of the integration plan is a preferential trade area
with lower tariffs on intraregional trade. Stage two is a free trade area. Stages three
and four are a customs union and a common market. COMESA is currently between
the first and second stages.

East African Community
(EAC)

Burundi, Kenya, Rwanda, Tanzania, and
Uganda

Agreement for the establishment of the permanent Tripartite Commission for East
African Cooperation was signed on November 30, 1993.

The EAC’s customs union became effective on January 1, 2005. The EAC maintains
a common external tariff. The EAC countries are working toward the establishment of
a common market by 2010, a monetary union by 2012, and ultimately a political
federation of the East African states.

Economic Community of
Central African States
(ECCAE)

Angola, Burundi, Central African Republic,
Chad, Democratic Republic of the Congo,
Equatorial Guinea, Gabon, Republic of the
Congo, Rwanda, and Sdo Tomé and Principe

The ECCAE was established in December 1981. The ECCAE became inactive in
1992 and was reactivated in February 1998.

The ECCAE seeks economic cooperation and a regional market for its members.

Economic Community of
West African States
(ECOWAS)

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

ECOWAS was established on May 28, 1975. An updated ECOWAS Treaty was
signed in 1993.

The 1993 treaty seeks increased political cooperation, a common market with a single
currency, a common parliament, a Court of Justice, and increased responsibility in
solving regional conflicts.

Inter-Governmental
Authority on
Development in Eastern
Africa (IGAD)

Djibouti, Eritrea, Ethiopia, Kenya, Somalia,
Sudan, and Uganda

IGAD began in 1996.

IGAD’s purpose is to enhance cooperation and coordination of macroeconomic
policies, agricultural development and food security, and environmental policies;
encourage conflict prevention, management, and resolution; encourage respect for
the rights of persons to benefit from humanitarian assistance; and promote trade and
the harmonization of trade, transport, and communication policies.
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TABLE H.1 Summary of selected regional free trade agreements and organizations—Continued

Agreement

Member states

Key characteristics

Southern African
Customs Union (SACU)

Botswana, Lesotho, Namibia, South Africa,
and Swaziland

SADC began in 1990. Updated agreements were reached in 1969 and 2002.

Under SACU, the member states form a single customs territory in which tariffs and
other barriers are eliminated on substantially all the trade between the member states
for products originating in these countries; there is a common external tariff that
applies to nonmembers. All members except Botswana share a common monetary
area (CMA), and within the CMA, the currencies of Lesotho (loti), Swaziland
(lilangeni), and Namibia (dollar) are tied to the South African rand.

Southern African
Development Community
(SADC)

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

SADC was established in April 1980.

SADC seeks economic cooperation, regional economic integration, similar political
system choices, and regional solidarity. The SADC trade protocol was implemented in
2000. By 2012, 98 percent of SADC merchandise trade is to have zero tariffs, in effect
making SADC a free trade area.

West African Economic
and Monetary Union
(WAEMU)

Benin, Burkina Faso, Cote d’lvoire, Guinea-
Bissau, Mali, Niger, Senegal, and Togo

WAEMU was established on January 10, 1994.

WAEMU'’s goals include tariff elimination and common monetary and commercial
policies for its members. A common monetary zone was launched in 2000, and the
WAEMU Inter-Parliamentary Committee has held discussions about creating a
regional framework.

Source: Compiled by Commission staff.
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TABLE 1.1 Definitions and sources for basic economic indicators

Indicator

Definitions

Source

GDP (current US$)

GDP at purchaser's prices is the sum of gross
value added by all resident producers in the
economy plus any product taxes and minus any
subsidies not included in the value of the products.
It is calculated without making deductions for
depreciation of fabricated assets or for depletion
and degradation of natural resources. Data are in
current U.S. dollars. Dollar figures for GDP are
converted from domestic currencies using single
year official exchange rates. For a few countries
where the official exchange rate does not reflect
the rate effectively applied to actual foreign
exchange transactions, an alternative conversion
factor is used.

GDP growth (annual percent)

Annual percentage growth rate of GDP at market
prices based on constant local currency.
Aggregates are based on constant 1995 U.S.
dollars.

GDP per capita (current US$)

GDP per capita is gross domestic product in
current US$ divided by total population, calculated
by Commission staff.

Population (millions)

Total population is based on the de facto definition
of population, which counts all residents regardless
of legal status or citizenship—except for refugees
not permanently settled in the country of asylum,
who are generally considered part of the
population of their country of origin.

Inflation, consumer prices
(annual percent)

Inflation as measured by the consumer price index
reflects the annual percentage change in the cost
to the average consumer of acquiring a fixed
basket of goods and services that may be fixed or
changed at specified intervals, such as yearly. The
Laspeyres formula is generally used.

Literacy rate, adult total
(percent of people ages 15 and above)

Adult illiteracy rate is the proportion of the
population 15 years of age and older who cannot,
with understanding, read and write a short simple
statement on everyday life.

Labor force, total (millions)

Total labor force comprises people who meet the
International Labour Organization definition of the
economically active population: all people who
supply labor for the production of goods and
services during a specified period. It includes both
the employed and the unemployed. While national
practices vary in the treatment of such groups as
the armed forces and seasonal or part-time
workers, in general the labor force includes the
armed forces, the unemployed, and first-time job-
seekers, but excludes homemakers and other
unpaid caregivers and workers in the informal
sector.

World Bank,
World Development
Indicators Online.




TABLE 1.1 Definitions and sources for basic economic indicators—Continued

Indicator

Definitions

Source

Foreign direct investment, net inflows
(BoP, current US$, millions)

Foreign direct investment is net inflows of
investment to acquire a lasting management
interest (10 percent or more of voting stock) in an
enterprise operating in an economy other than that
of the investor. It is the sum of equity capital,
reinvestment of earnings, other long-term capital,
and short-term capital as shown in the balance of
payments. This series shows net inflows in the
reporting economy.

Gross capital formation
(current US$, millions)

Gross capital formation (formerly gross domestic
investment) consists of outlays on additions to the
fixed assets of the economy plus net changes in
the level of inventories. Fixed assets include land
improvements (fences, ditches, drains, and so on);
plant, machinery, and equipment purchases; and
the construction of roads, railways, and the like,
including schools, offices, hospitals, private
residential dwellings, and commercial and
industrial buildings. Inventories are stocks of goods
held by firms to meet temporary or unexpected
fluctuations in production or sales, and "work in
progress." According to the 1993, net acquisitions
of valuables are also considered capital formation.

Lending rate (percent)

Lending rate is the bank rate that usually meets the
short- and medium-term financing needs of the
private sector. This rate is normally differentiated
according to creditworthiness of borrowers and
objectives of financing.

Manufacturing value added
(current US$, millions)

Manufacturing value added refers to the net output
of industries belonging to International Standard
Industrial Classification divisions 15-37 after
totaling outputs and subtracting intermediate
inputs.

Prevalence of HIV, total
(percent of population 15-49)

Prevalence of HIV, adults is the percentage of
people ages 15—49 who are infected with HIV.

Goods exports (current US$, millions)

Goods exports include all merchandise that
subtract from the stock of material resources of
a country or territory by leaving the country’s
economic territory.

Goods imports (current US$, millions)

Goods imports include all merchandise that add
to the stock of material resources of a country or
territory by entering the country’s economic
territory.

WTO, Statistics
Database: Time
Series on
International Trade.

Source: As cited. Compiled by the Commission.






