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EXECUTIVE SUMMARY
Background

On March 31, 1995, the United States International Trade Commission (Commission)
received a letter from the U.S. Trade Representative (USTR) requesting that the
Commission conduct an investigation under section 332(g) of the Tariff Act of 1930
on U.S.-Africa trade flows and on the effects of the Uruguay Round Agreements and
of U.S. trade and development policy on such flows. Specifically, the USTR letter
requested that the Commission prepare a report on U.S.-Africa trade flows containing
the following information:

(1) A profile of the structure of U.S.-Affica trade flows over the
1990-94 period for the following major sectors: agriculture,
forest products, textiles and apparel, energy, chemicals,
minerals and metals, machinery and equipment, electronics
technology, miscellaneous manufactures, and services;

2 A summary of U.S. Government trade and development
programs (e.g., investments, trade finance, trade facilitation,
trade promotion, foreign development assistance, etc.) in
Affica, including dollar amounts on an annual basis, during
the 1990-94 period;

3) A summary of literature and private sector views relevant to
assessing the impact of the Uruguay Round Agreements on
developing countries and Affica, in particular; and

4 An assessment of any effects of the Uruguay Round
Agreements, and of U.S. trade and development policy for
Africa on U.S.-Africa trade flows.!

The USTR also asked the Commission to provide in its report, to the extent
practicable, any readily available information on the role of regional integration in
Africa's trade and development and on Affica's progress in implementing economic
reforms. The USTR requested that the Commission focus on 48 Sub-Saharan African
countries.> However, the USTR requested that, to the extent possible, more detailed
information be provided for 15 of these countries--Cote d'Ivoire, Gabon, Ghana,

! The information and analysis provided in this report are for the purpose of this report
only. Nothing in this report should be construed to indicate how the Commission would find
in an investigation conducted under statutory authority covering the same or similar subject
matter.

2 Angola, Benin, Botswana, Burkina, Burundi, Cameroon, Cape Verde, Central African
Republic, Chad, Comoros, Congo, Cote d'Ivoire, Djibouti, Equatorial Guinea, Eritrea,
Ethiopia, Gabon, Gambia, Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia,
Madagascar, Malawi, Mali, Mauritania, Mauritius, Mozambique, Namibia, Niger, Nigeria,
Rwanda, Sao Tomé and Principe, Senegal, Seychelles, Sierra Leone, Somalia, South Africa,
Sudan, Swaziland, Togo, Tanzania, Uganda, Zaire, Zambia, and Zimbabwe.
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Uganda, and the member countries of the Southern African Development Community
(SADC)--Angola, Botswana, Lesotho, Malawi, Mozambique, Namibia, Swaziland,
Tanzania, Zambia, Zimbabwe, and South Africa.’

Study Overview and Findings
Macroeconomic Background

®  The 48 Sub-Saharan African countries covered in this report represent a diverse
set of countries that range in population from 72,000 people in the Seychelles
to 105 million people in Nigeria. Thirty-five of the countries covered in this
report are classified by the World Bank as low income (1993 GNP per capita
of $695 or less), 9 countries as lower middle income (1993 GNP per capita of
$696 to $2,785), and 4 as upper middle income (1993 GNP per capita of $2,786
to $8,625).

®  The economies of many of these countries depend heavily on agriculture, forest
products, minerals, metals, and energy products for generating export earnings
and income. Whereas some Sub-Saharan African countries depend on nonfuel
primary products, others, such as Nigeria, Angola, Gabon, and the Congo,
depend on exports of petroleum products. Diversified exporters in Sub-Saharan
Africa include Cameroon, Central African Republic, Comoros, Kenya,
Mauritius, Mozambique, Senegal, Sierra Leone, and South Africa.

U.S.-Sub-Saharan Africa Trade

®  The 48 countries covered in this report accounted for less than 1 percent of
U.S. commodity exports and approximately 2 percent of U.S. commodity
importsin 1994. Japan is Sub-Saharan Africa’s largest single import supplier
and is also an important market for Sub-Saharan Africa’s exports. The United
States, however, is the region’s leading single export market and its fifth largest
import supplier. The European Union (EU) is Sub-Saharan Africa's largest
trading partner, accounting for 39 percent of Sub-Saharan Africa’s imports and
35 percent of its exports in 1994.

e  U.S. merchandise exports to Sub -Saharan Africa amounted to $4.3 billion in
1994, with U.S. imports amounting to $12.1 billion. The U.S. merchandise
trade deficit with Sub-Saharan Africa was $7.7 billion in 1994, with imports of
energy-related products (mainly crude oil) largely responsible for the
merchandise trade deficit with the region.

e  The major U.S. merchandise export markets in Sub-Saharan Africa are South
Affica and Nigeria. These countries together accounted for 60 percent of U.S.
exports to the region in 1994. Other important markets include Angola, Kenya,
Ethiopia, and Ghana.

3 Mauritius joined the SADC in August 1995.
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Major merchandise import suppliers include Nigeria, Angola, South Africa, and
Gabon. These four countries accounted for 82 percent of U.S. imports from
Sub-Saharan Africa in 1994, with Nigeria accounting for 38 percent, South
Africa and Angola 17 percent each, and Gabon 10 percent. U.S. imports from
South Affica are diversified across sectors. Imports from Nigeria, Angola, and
Gabon are heavily concentrated in energy-related products, particularly crude
oil.

The average trade-weighted duty on U.S. imports from Sub-Saharan Africa in
1994 was 1.9 percent. The highest average tariffs on U.S. imports from Sub-
Saharan Africa are on textiles and apparel (18.2 percent), agriculture (15.5
percent), footwear (7.7 percent), and miscellaneous manufactures (6.1 percent).
In 1994, 69 percent of U.S. imports from the region were dutiable on a value

basis. Energy-related products accounted for 88 percent of these dutiable
imports in 1994.

U.S. imports from Sub-Saharan Africa under the Generalized System of
Preferences (GSP) program are a small percentage of imports from the region--
2.7 percent by value, in 1994, up from 1.1 percent in 1993. South Africa, which
became eligible for GSP in May 1994, is the largest regional beneficiary under
this program, followed by Zimbabwe, Swaziland, and Mozambique. Minerals
and metals, followed by agricultural products, were the sectors with the largest
values of GSP imports. GSP imports from Sub-Saharan Affica, as a share of
total sector imports from the region, were highest for machinery products (48.7
percent) in 1994, followed by transportation equipment (34.9 percent), and
miscellaneous manufactures (34.3 percent). Most textiles and apparel and
energy-related product imports are not eligible for GSP treatment.

The United States recorded a surplus in services trade with all African countries
in 1993, the latest year for which data are available. This surplus amounted to
$699 million.

U.S. Investment in Sub-Saharan Africa

According to the U.S. Department of Commerce, U.S. direct investment in Sub-
Saharan Africa amounted to $3.5 billion at yearend 1993. Of this total, U.S.
investment of $925 million in South Africa and $527 million in Nigeria,
combined for 41 percent. U.S. direct investment is concentrated in the
petroleum sector, although the position in South Africa is mostly in
manufacturing. Other countries with relatively large U.S. investment include
Cameroon and Liberia.

U.S. Government Development Assistance

The United States provides bilateral assistance to Sub-Saharan Africa through
programs operated by the U.S. Agency for International Development
(USAID), the U.S. Department of Agriculture (USDA), the U.S. Department
of State, the Peace Corps, the African Development Foundation, and other
U.S. Government agencies.
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Through its bilateral economic assistance programs, the United States was the
fourth largest donor to Sub-Saharan Africa in 1993, providing approximately
8 percent of total official development assistance, after France, the World Bank,
and the EU.

U.S. bilateral economic assistance programs for Sub-Saharan Africa include
USAID's Development Assistance (DA) programs , which are largely funded
through the Development Fund For Africa, food assistance, disaster assistance,
economic support funds, international narcotics control, Peace Corps, and
African Development Foundation programs. U.S. assistance under these
programs in fiscal year (FY) 1994 is estimated at $1.7 billion. Additional
economic assistance is provided through housing guaranties and loan guaranties
to micro and small enterprises. Military assistance to Sub-Saharan Africa
amounted to $4.5 million in FY 1994.

DA programs, which amounted to $826.7 million for Sub-Saharan Africa in FY
1994, are the primary means for providing long-term, bilateral economic
assistance to the region. During FYs 1990-94, 26 percent of these funds were
used for assistance for agricultural development in Sub-Saharan Affica, 18
percent for education, 15 percent for health, and 13 percent for business, trade,
and financial development. Food assistance programs, which amounted to
$635.1 million in FY 1994, have been used to provide wheat, corn, rice, and
other bulk commodities to countries in Sub-Saharan Africa on the basis of
grants or long-term concessional sales.

U.S. multilateral assistance to Sub-Saharan Africa is channeled through the
International Development Association, a World Bank affiliate, the African
Development Bank (AFDB), the International Monetary Fund (IMF), and
various agencies of the United Nations. The United States provides assistance
also by means of debt reduction through the "Paris Club" of creditor
governments.

During FYs 1990-94, U.S. assistance to Sub-Saharan Africa through bilateral
and multilateral channels is estimated at $13.6 billion. Of this amount, 65

percent was provided through bilateral assistance and 35 percent through
multilateral channels.

U.S. Trade Programs

Export and investment assistance facilitating U.S. trade with and investment in
Sub-Saharan Africa is provided through such agencies as the Export-Import
Bank of the United States (Eximbank), the Overseas Private Investment
Corporation (OPIC), the Trade and Development Agency (TDA), and a number
of agricultural export assistance programs, such as the Export Enhancement
Program (EEP) and the GSM-102 Credit Guarantee Program. A number of
trade contact and market development programs are also operated by the
USDA and the U.S. Department of Commerce.
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In 1994, Eximbank financial support for exports to Sub-Saharan Africa
amounted to 6.2 percent of its worldwide exposure. At the end of 1994,
however, only 9 countries in Sub-Saharan Africa were eligible for all Eximbank
programs, and 3 countries were eligible for some programs. Two countries,
Sudan and Nigeria, are legally prohibited from the program. Lack of Eximbank
financing for countries in Sub-Saharan Affica is cited by private sector interests
as a significant impediment to increasing U.S. exports to the region.

During FY 1994, OPIC assistance to Sub-Saharan Africa amounted to $236.5
million, or 5.5 percent of total OPIC assistance in that year. Oil industry
projects in Congo and Nigeria received the largest support during FYs 1990-94.

U.S. agricultural exports under commercial export programs (GSM-102 and
EEP) are relatively small. Senegal and Zimbabwe have been the largest users
of the GSM-102 program, which has been used to finance purchases of U.S.
rice, cotton, corn, and poultry. EEP shipments have largely been to South
Africa for purchase of U.S. wheat and wheat flour and to Senegal for purchase
of vegetable oil. In FY 1994, exports of wheat and wheat flour under the EEP
to Sub-Saharan Africa accounted for 9 percent of the total quantity of exports
of wheat and wheat flour under the program.

Review of Literature and Private Sector Views of the
Uruguay Round Agreements

A number of studies have assessed the probable effects of the Uruguay Round
Agreements (URA) on developing countries in general and on Africa in
particular. These studies’ conclusions have ranged from negative in the short
term to positive in the long term. Important reasons for these results include the
fact that many African countries have neither the economic infrastructure nor
the political institutions necessary to take full advantage of the gains that are
likely to arise from the URA. These studies found also that, in some cases, the
URA will not benefit developing countries because some agreements will not
result in significant reductions in trade barriers on the part of either developed
or developing countries.

The U.S. private sector largely takes the view that the URA will have little
effect overall on U.S.-Sub-Saharan Africa trade flows. According to private
sector interests, such impediments as a lack of infrastructure and investment
financing, high costs of doing business from burdensome regulations and state-
owned monopolies, and lack of transparency in business dealings are important
factors inhibiting trade growth under the URA. The views of the private sector
in Sub-Saharan Africa include concerns that the lack of Sub-Saharan Africa’s
infrastructure and its inability to compete in international markets will limit any
benefits from the URA.

URA Issues of Concern to Sub-Saharan African Countries

The United States and other developed countries committed themselves to a
wide range of obligations under the URA, including reductions in tariff and
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nontariff barriers. Developing countries for the most part have not committed
themselves to reductions in barriers that are as extensive as those agreed to by
developed countries, and, in some instances, were given additional time to
phase-in reductions and other commitments. Least-developed countries
received even more favorable treatment, particularly under the UR Agreement
on Agriculture,

Two issues of concern have been raised by Sub-Saharan African countries in
terms of the impact of the URA. The first issue involves the impact of reforms
of developed-country agricultural support policies negotiated under the
Agreement on Agriculture on food import prices. Most African countries are
net importers of food, and some countries fear that, in the short term, the URA
will result in higher prices for food imports caused by reductions in export
subsidies and internal support programs by food-exporting countries. In
response to these concerns, the URA commits developed countries that are
members of the World Trade Organization (WTO) to provide technical and
other assistance to help affected developing countries avoid harm from
increased food bills.

Second, some African countries fear that tariff reductions under the URA will
result in a reduction in the margins of preference currently enjoyed by these
countries in developed-country markets. Currently, 46 Sub-Saharan African
countries enjoy a special relationship with the EU under the Lomé Convention,
which allows duty-free and preferential treatment for eligible products. Eligible
imports similarly benefit from duty-free treatment under GSP programs in the
EU as well as in the United States. Some developing countries are concerned
that the URA could result in increased competition for exports that currently
benefit from these preferences.

Effects of the URA on U.S.-Sub-Saharan Africa Trade Flows

Based on the Commission’s qualitative analysis, the effects of the URA on U.S.-Sub-
Saharan Africa trade flows are as follows:

U.S. trade in one sector, miscellaneous manufactures, is likely to experience a
small* (from over 1 percent to 5 percent) increase after URA provisions are fully
implemented. The URA should result in a negligible impact (change of
1 percent or less) in overall U.S.-Sub-Saharan Africa trade flows in the
following sectors: agriculture, forest products, chemicals and related products,
energy-related products, textiles and apparel, footwear, minerals and metals,
machinery, transportation equipment, electronic products, and services.

4 The Commission used the following terms to describe the expected impact of the URA on

U.S. trade:
negligible . .............. a change of 1 percent or less;
small .................. a change of over 1 percent to 5 percent;
modest ................. a change of over 5 percent to 15 percent; and
sizeable ................ a change of over 15 percent.
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URA reductions in tariffs could adversely affect U.S. GSP preferences in the
following sectors: forest products, chemicals and related products, machinery,
and miscellaneous manufactures. In other sectors, tariffs were already low
before the URA , U.S. tariff changes will likely not affect U.S. trade with Sub-
Saharan Africa, or products in the sector are not eligible for GSP treatment.

In the agricultutal sector, U.S. exports to Sub-Saharan Africa are not likely to
increase because of the URA and could decline in the short run to the extent
that increased world prices resulting from declines in export subsidies in
developed countries limit the volumes purchased by countries in Sub-Saharan
Africa. However, a significant amount of U.S. bulk commodities are exported
under food assistance programs, which are not subject to reduction under the
URA. U.S. imports from Sub-Saharan Affica are expected to increase by a
negligible amount because most sector imports from the region either are duty
free under MFN column-1 rates or enter duty free under GSP.

Most U.S. imports of forest products are duty free or enter duty free under
GSP. GSP preferences that do exist for forest products, however, will be lost
or reduced under the URA since a significant share of U.S. forest products
imports will be duty free or enter at rates of duty below 5 percent by the end of
the URA implementation period. U.S. exports of forest products to Sub-
Saharan Africa are not likely to be affected by the URA because the markets for
such products in the region are small and limited by per capita income.

URA tariff changes in the chemicals sector are not expected to affect U.S.-Sub-
Saharan Africa trade flows, although U.S. tariff reduction could diminish the
benefits of GSP, especially for South Africa. The Agreement on Trade-Related
Aspects of Intellectual Property Rights, however, may encourage investment
and technology transfer to Sub-Saharan Africa in this sector. U.S. net trade
with Sub-Saharan Aftica in energy-related products is unlikely to be affected by
the URA because U.S. and foreign import duties were already low before the
URA.

The phaseout of U.S. quotas on imports of textiles and apparel under the
Agreement on Textiles and Clothing is likely to expose Sub-Saharan African
countries to strong competition in the U.S. market from large Asian sources;,
thus U.S. imports from Sub-Saharan Africa are not expected to increase by
more than a negligible amount under the URA. U.S.-Sub-Saharan Africa trade
in footwear is relatively insignificant and is unlikely to be affected by the URA.
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