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EXECUTIVE SUMMARY

Background

On June 11, 1996, the U.S. International Trade Commission (Commission) received a letter
from the United States Trade Representative (USTR) identifying the types of information
that the Commission should include in its second annual report on U.S.-Africa Trade Flows
and Effects of the Uruguay Round Agreements and U.S. Trade and Development Policy.
The USTR letter requested that the second report on U.S.-Africa trade flows contain the
following information:

1. An update, for the latest year available, on U.S.-Africa trade and investment
flows for both overall totals and for the following major sectors: agriculture,
forest products, textiles and apparel, footwear, energy, chemicals, minerals and
metals, machinery, transportation equipment, electronics technology,
miscellaneous manufactures, and services.

2. An identification of major developments in the World Trade Organization and
U.S. trade/economic policy and commercial activities which significantly affect
U.S.-Africa trade and investment flows by sector during the latest year.
Similarly, to the extent possible, changing trade and economic activities within
African countries that have a significant impact should be highlighted.

3. Progress in regional integration in Africa.

The USTR requested that the Commission focus on 48 Sub-Saharan African countries.!
Additionally, the USTR requested that basic trade flow information be provided for U.S.
trade with the following regional groups:

The Southern African Customs Union (SACU)

The Southern African Development Community (SADC)
Western African Economic and Monetary Union (WAEMU)
Common Market for Eastern and Southern Africa (COMESA)

Major developments in the World Trade Organization and in trade, economic, and
commercial activities in the United States and Sub-Saharan Africa cited in the second annual
report cover the period from January 1995 through August 1996.

' Angola, Benin, Botswana, Burkina, Burundi, Cameroon, Cape Verde, Central African
Republic, Chad, Comoros, Congo, Cote d'Tvoire, Djibouti, Equatorial Guinea, Eritrea, Ethiopia,
Gabon, Gambia, Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi,
Mali, Mauritania, Mauritius, Mozambique, Namibia, Niger, Nigeria, Rwanda, S80 Tomé¢ and
Principe, Senegal, Seychelles, Sierra Leone, Somalia, South Africa, Sudan, Swaziland, Tanzania,
Togo, Uganda, Zaire, Zambia, and Zimbabwe.

ix



Study Overview and Findings

Macroeconomic Background

The 48 Sub-Saharan African countries covered in this report represent a diverse set of
countries. Thirty-eight of the countries covered in this report are classified by the
World Bank as low income (1994 gross national product [GNP] per capita of $725
or less), six as lower middle income (1994 GNP per capita of $726 to $2,985), and
four as upper middle income (1994 GNP per capita of $2,896 to $8,955).

The economies of many of these countries depend heavily on agriculture, forest
products, minerals, metals, and energy products for generating export earnings and
income. The diversified exporters include Cameroon, Central African Republic,
Kenya, Mauritius, Senegal, Sierra Leone, and South Africa.

Twenty-nine of the covered countries are classified by the World Bank as severely
indebted, meaning that the ratio of debt service to GNP or to exports is considered
above critical levels. Many of the countries in Sub-Saharan Africa have limited or
no access to financial markets; thus, the region is a major recipient of official
development finance from multilateral and bilateral donors.

Sub-Saharan Africa experienced a 3.8-percent growth in real income in 1995, up from
1.7 percent in 1994, according to World Bank estimates. Economic growth in the
region is estimated to be slightly below the average of 3.9 percent for all low-and
middle-income countries in 1995,

U.S.-Sub-Saharan Africa Trade

The European Union (EU) is Sub-Saharan Africa's largest trading partner, accounting
for 43 percent of the region’s merchandise imports and 37 percent of its exports in
1995. The United States is by far the largest single importer of merchandise from
Sub-Saharan Africa, followed by Italy, France, Germany, and the United Kingdom.
France was the largest exporter of merchandise to the region in 1995, followed by
Germany and Japan.

Sub-Saharan Africa accounted for about 1 percent of U.S. commodity exports and
2 percent of U.S. commodity imports in 1995. U.S. merchandise exports to Sub-
Saharan Africa amounted to $5.3 billion in 1995, up from $4.3 billion in 1994. U.S.
imports amounted to $12.9 billion in 1995, up from $12.1 billion in 1994. The U.S.
merchandise trade deficit with Sub-Saharan Africa was $7.6 billion in 1995,

U.S. minerals and metals exports to Sub-Saharan Africa, which largely consist of iron
and steel pipe for oil and gas transport and drilling, experienced the largest rate of
increase during 1994-95 (49.0 percent), followed by exports of chemicals and related
products (45.4 percent) and forest products (38.8 percent). A 7.5-percent increase in
imports of energy-related products (mainly crude oil) largely accounted for the



increase in imports from the region. Some sectors which account for a relatively small
amount of U.S. imports from Sub-Saharan Africa achieved relatively large import
growth rates during 1994-95, however. These sectors and their growth rates include
electronic products (71.3 percent), transportation equipment (57.9 percent), chemicals
and related products (48.0 percent), forest products (35.0 percent), and machinery
(20.9 percent).

The major U.S. merchandise export markets in Sub-Saharan Africa are South Africa
and Nigeria. These countries together accounted for 62 percent of U.S. exports to the
region in 1995. Other important markets in 1995 and their export shares include
Angola (4.9 percent), Cote d’Ivoire (3.3 percent), Ghana (3.1 percent), Ethiopia (2.8
percent), and Zimbabwe (2.3 percent).

Major merchandise import suppliers include Nigeria, Angola, South Africa, and
Gabon. These four countries accounted for 85 percent of U.S. imports from Sub-
Saharan Africa in 1995. U.S. imports from South Africa 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 fell from
1.9 percent in 1994 to 1.7 percent in 1995. The highest average tariffs on U.S. imports
from Sub-Saharan Africa were on textiles and apparel (17.8 percent), footwear (10.5
percent), agricultural products (8.2 percent), and chemicals and related products (6.5
percent). In 1995, 67 percent of U.S. imports from the region were dutiable.

U.S. imports from Sub-Saharan Africa under the Generalized System of Preferences
(GSP) program rose from $328.6 million in 1994 to $488.8 million in 1995, or by 48.7
percent, and accounted for 3.8 percent by value of total U.S. imports from the region.
Much of this increase was due to higher imports from South Africa, which rose from
$181.2 million in 1994 to $357.0 million in 1995, or by 97.0 percent, and amounted
to 73.1 percent of such imports from the region. Sectors with the largest growth rates
for GSP imports during 1994-95 include transportation (142 percent), chemicals and
related products (100 percent), and minerals and metals (90 percent). Minerals and
metals and agricultural products were the largest sectors for imports entering under
GSP from Sub-Saharan Africa, accounting for 45.4 and 16.7 percent, respectively, of
such imports in 1995,

Services trade data cover 42 African countries. The United States recorded a service-
trade surplus with Africa of $886 million in 1994, the latest year for which data are
available. In addition, U.S. affiliates located in Africa recorded sales of services
valued at $793 million in 1993, exceeding African affiliates’ sales in the United States
by $581 million.

U.S. Investment in Sub-Saharan Africa

According to the U.S. Department of Commerce, U.S. direct investment in Sub-
Saharan Africa grew from $3.6 billion at yearend 1994 to $4.5 billion in 1995, or by
25.3 percent, and amounted to 0.6 percent of total U.S. direct investment abroad
(USDIA) in 1995.



o Of the total USDIA in Sub-Saharan Africa, $1.3 billion, or 28.3 percent, was in South
Africa, $650 million, or 14.5 percent, was in Angola, and $595 million, or 13.3
percent, was in Nigeria. In addition to USDIA, the United States had net portfolio
equity flows to South Africa and Ghana equal to $372 million and $6 million,
respectively, in 1995. USDIA in Sub-Saharan Africa is concentrated in petroleum,
mining, and various manufacturing sectors.

Developments in the World Trade Organization

Developments in the World Trade Organization (WTO) during 1995-96 were centered
around the implementation and administration of the Uruguay Round Agreements (URA).
The principal activities in the WTO affecting Sub-Saharan Africa were:

® By July 30, 1996, 33 countries in Sub-Saharan Africa had joined the WTO.

° The WTO Committee on Trade and Development (CTD) was given specific
responsibility for matters concerning least-developed WTO members. During 1995-
96, the CTD created the Subcommittee on Least-Developed Countries, organized a
workshop to help members meet notification requirements, and reviewed trade issues
affecting developing countries.

®  The WTO held two regional seminars in Sub-Saharan Africa to educate developing
and least developed countries regarding the content and requirements of the Uruguay
Round Agreement on Sanitary and Phytosanitary Measures. The WTO Committee on
Balance of Payments Restrictions held full consultations with Nigeria and South
Africa regarding restrictive trade measures that had been taken for balance of
payments considerations. The WTO Committee on Agriculture undertook some
administrative actions under the Decision on Measures Concerning the Possible
Negative Effects of the Reform Programme on Least-Developed and Net Food-
Importing Developing Countries.

® The WTO instituted an Africa Initiative in 1995 to encourage the growth and
diversification of Africa’s international trade. The initiative mainly involves increased
technical cooperation and assistance and a research project investigating the
implications of the URA for African countries.

U.S. Economic and Trade Policies Affecting Sub-Saharan Africa

U.S. economic and trade policies affecting Sub-Saharan Africa include U.S. contributions
to multilateral lending and investment guarantee agencies and U.S. bilateral trade and
economic assistance programs. These programs benefit U.S. trade and investment in the
region and provide financial and other assistance for Sub-Saharan Africa’s economic
development. General trends in multilateral and U.S. bilateral programs during 1995-96
were:

xii



Multilateral Programs

Fiscal year (FY) 1995 lending commitments to Sub-Saharan Africa by the World Bank
amounted to $2.3 billion, down from $2.8 billion in FY 1994. Donors agreed to a new
funding package for the World Bank’s International Development Association (IDA)
which allows for concessional lending of $22 billion to all poor countries during FYs
1997-99. The funding package includes an Interim Trust Fund (ITF) for FY 1997 of
about $3.0 billion. U.S. companies will not be able to bid on procurement of goods
and services for IDA projects funded through the ITF, as the United States has
announced it will not contribute to this fund.

FY 1995 lending to Sub-Saharan Africa by the various agencies of the African
Development Bank (AfDB) fell to $472.9 million, down from $1.4 billion in FY 1994,
due to requests by donors that management reforms be undertaken before agreeing to
a further replenishment of AfDB lending operations. In mid-1996, donors agreed to
a funding package of about $3.0 billion for the African Development Bank Fund
covering FYs 1996-98. South Africa became a member of the AfDB as of
December 31, 1995. :

Net concessional loan disbursements to Sub-Saharan African countries by the
International Monetary Fund (IMF) in 1995 amounted to $1.5 billion, up from $461.3
million in 1994. Both the IMF and the World Bank are currently working on an
initiative to provide debt relief to heavily indebted poor countries. Possibly 16 to 19
countries in Sub-Saharan Africa could be eligible for this initiative.

The United States provided debt relief through the Paris Club of creditor nations to six
Sub-Saharan African countries in FY 1995. The bilateral agreements negotiated with
the six countries covered $188.7 million in nonconcessional debt.

Bilateral Programs

At yearend 1995, financial support by the Export-Import Bank of the United States
(Eximbank) for exports to Sub-Saharan Africa amounted to $2.8 billion, down from
$3.2 billion in 1994. Nine countries in Sub-Saharan Africa were eligible for all
Eximbank programs, and four countries were eligible for some programs in 1995.
Countries in Sub-Saharan Africa have 69.7 percent of total delinquency on Eximbank
credits. :

During FY 1995, Overseas Private Investment Corporation (OPIC) assistance to Sub-
Saharan Africa amounted to $173.7 million, down from $236.5 million in FY 1994.
OPIC established the New Africa Opportunities Fund, a privately managed equity
fund, to encourage entrepreneurship in South Africa and neighboring countries in
1995. As of August 31, 1996, OPIC programs were suspended in six countries in Sub-
Saharan Africa due to foreign policy reasons.

Obligations of the U.S. Trade and Development Agency (TDA) in Sub-Saharan Africa
amounted to $3.9 million during FY 1995, up from $2.8 million in FY 1994.
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The U.S. GSP program, which expired on July 31, 1995, was extended until May 31,
1997, in legislation signed into law on August 20, 1996. The new law additionally
allows for products from least developed countries to be added to the GSP list provided
that such imports would have only a minimal impact on the U.S. industry.

The United States bilateral assistance to Sub-Saharan Africa administered by the U.S.
Department of Agriculture and the U.S. Agency for International Development
(USAID) amounted to $1.5 billion in FY 1995, of which $555.4 million was food
assistance. The Development Fund for Africa was discontinued in FY 1996.
Development Assistance programs, which amounted to $869.8 million in FY 1995, are
now funded from the USAID’s general Development Assistance Fund.

U.S. and Sub-Saharan African Economic and Trade Policies
Affecting U.S. Trade and Investment in Major Sectors

Developments affecting U.S. trade with and investment in Sub-Saharan Africa in major
merchandise and service sectors include:

The U.S. agricultural trade surplus with Sub-Saharan Africa increased by 165 percent
to $249.7 million in 1995. U.S. exports were facilitated by various food assistance and
trade programs, with grains, flours and meals, pulses, and vegetable oils the primary
commodities shipped to the region under these programs. A number of countries in
Sub-Saharan Africa, notably South Africa and Nigeria, reduced tariffs and other
barriers on items of interest to U.S. agricultural exporters. South Africa also agreed to
reduce an export subsidy program which has benefited its agricultural exports in the
past. The United States imposed a tariff-rate quota on tobacco imports in 1995 which
affected imports from a number of countries in the region.

The U.S. forest products trade surplus with Sub-Saharan Africa increased to $135.1
million in 1995. U.S. sector exports benefited from South Africa’s elimination of
import surcharges on forest products in October 1995. South African housing sector
initiatives may further benefit U.S. sector exports. U.S. imports of forest products,
especially chemical pulps from South Africa, are likely to increase slowly w1th the
liberalization of tariffs and nontariff barriers under the URA.

The U.S. trade surplus with Sub-Saharan Africa in chemicals and related products
increased to $478.9 million in 1995. U.S. exports to Nigeria and South Africa, the
largest markets, rose as both nations benefited from high export prices for agricultural
raw materials which allowed them to purchase increased sector imports. U.S. sector
imports from South Africa increased with South Africa’s regained GSP status and its
reintegration into the world economy. In particular, industries producing
petrochemicals and intermediate chemicals in South Africa grew by over 10 percent in
1995.

The U.S. trade deficit with Sub-Saharan Africa in energy-related products increased
further in 1995 to $8.9 billion largely due to increases in the price for crude petroleum
on the world market. Both Nigeria and Angola have made changes in their foreign
investment laws which may benefit U.S. companies. South Africa, additionally, is
beginning to open its energy sector to foreign investment.
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investment laws which may benefit U.S. companies. South Africa, additionally, is
beginning to open its energy sector to foreign investment.

The U.S. trade deficit with Sub-Saharan Africa in the textiles and apparel and footwear
sectors narrowed slightly in 1995 to $247.5 million. Low growth in U.S. imports was
largely due to a decline in apparel imports from Kenya following imposition of quotas
on men’s and boys’ cotton shirts. Increased U.S. sector exports in 1995 were due to
higher exports of used clothing and other used textile articles. A number of countries
in Sub-Saharan Africa, including South Africa, Zimbabwe, Senegal, Lesotho,
Tanzania, and Ethiopia, took actions to encourage domestic textile production, while
other countries, such as Ghana, encountered production difficulties and a loss of
investment,

The U.S. trade deficit with Sub-Saharan Africa in minerals and metals was relatively
unchanged at $1.9 billion in 1995. Sector imports under GSP, largely from southern
Africa, increased 90 percent in 1995. South Africa, the largest regional export market,
continued to lower its duty rates on sector products, although tariff consolidations
resulted in higher tariffs on some products, notably certain steel products. Export
subsidies to South African exporters of certain sector products were also lowered
during 1995-96. U.S. investments in Sub-Saharan Africa’s mining sectors continued
to benefit from Eximbank, TDA, and OPIC assistance, and from investment and
procurement opportunities financed by multilateral agencies. More liberal foreign
investment rules and mining law revisions in countries such as South Africa, Zambia,
and Zimbabwe in 1995 may benefit U.S. investors.

The U.S. trade surplus with Sub-Saharan Africa in machinery rose by 9 percent to
$585.6 million in 1995. Increased U.S. machinery imports in 1995 were largely due
to larger imports from South Africa under the GSP program. In 1995, South Africa
and Nigeria, the largest sector export markets in the region, lowered import duties
across the board on a number of products. A number of projects financed or
sponsored by Eximbank, TDA, and OPIC are likely to benefit investment and trade
in this sector. AfDB and World Bank projects also have the potential to increase
demand for U.S. machinery.

The U.S. trade surplus with Sub-Saharan Africa in transportation equipment, the
leading sector for U.S. exports to the region, rose to $1.1 billion in 1995. Sector
exports to leading markets, such as South Africa and Nigeria, continue to be hampered
by high tariffs, although both countries implemented tariff reductions in 1995 that
should benefit certain sector exports. Sector imports under the GSP program, which
are largely from South Africa, increased by 142 percent in 1995. U.S. export and
investment guarantee programs primarily benefit U.S. activities in South Africa, as
sector markets in Nigeria and Angola are not eligible for Eximbank programs and no
new OPIC programs have been introduced recently in Nigeria. U.S. sector exports
also benefit from AfDB and World Bank funding opportunities.

The U.S. trade surplus with Sub-Saharan Africa in electronic products increased to
$706.6 million in 1995. U.S. sector exports to Sub-Saharan Africa have increased due
to the widespread need for improved telecommunications and computing power.
Problems in protecting intellectual property exist. In 1995, the Government of South
Africa was assisted in stopping piracy by a number of South African firms, and Kenya



amended its intellectual property laws to conform to World Intellectual Property
Guidelines. Eximbank and TDA assistance, as well as AfDB-funded projects, have
benefited U.S. companies in this sector.

® The US. trade surplus with Sub-Saharan Africa in miscellaneous manufactures
declined to $4.3 million in 1995. High tariffs on sector products in Sub-Saharan
African countries continue to hinder U.S. exports. The ability to produce export-
quality finished goods continues to hinder Sub-Saharan African exports to the United
States in this sector.

® The United States continued to run a sizeable trade surplus in services trade with
Africa in 1994. U.S. services trade with Sub-Saharan Africa has been relatively
unaffected by services negotiations in the WTO, as scheduled commitments by Sub-
Saharan African countries are relatively modest. The development of U.S. services
trade with Sub-Saharan Africa has been hampered by underdeveloped communication
and transportation infrastructures. In FY 1996, to improve communications in the
region, USAID launched the Leland Project to bring Internet connectivity to up to 20
countries in the region.

Progress in Regional Integration

® A number of accomplishments were achieved by regional integration groups during
1995-96. Progress was made on the development of a trade protocol by members of
the Southern African Development Community (SADC). Member countries of SADC
will eventually harmonize their tariff structures and eliminate internal tariffs under this
protocol.

®  The institutionalization of the Permanent Tripartite Commission for East African
Cooperation (PTC/EAC) occurred as well as discussions about merging the SADC and
the Common Market for Eastern and Southern Africa (COMESA). Discussions also
continued on the renegotiation of the Southern African Customs Union (SACU), and
various new and strengthened initiatives, including a study on implementing a
common external tariff, were instituted by COMESA. B



CHAPTER 1
Introduction

Purpose of the Report

Section 134 of the Uruguay Round Agreements Act' (URAA) directs the President to develop a
comprehensive trade and development policy for the countries of Africa and to report to the Congress
annually over the next 5 years on the steps taken to carry out that mandate. The Statement of Administrative
Action? that was approved by the Congress in the URAA broadly outlines the Administration's plans for this
work and the assistance needed from the U.S. International Trade Commission (Commission) for the
President to fulfill this assignment.

On June 11, 1996, the Commission received a letter (see appendix A) from the United States Trade
Representative (USTR) requesting that the second report’ on U.S.-Africa trade flows contain the following
information:

1.  An update, for the latest year available, on U.S.-Africa trade and investment
flows for both overall totals and for the following major sectors: agriculture,
forest products, textiles and apparel, footwear, energy, chemicals, minerals and
metals, machinery, transportation equipment, electronics technology,
miscellaneous manufactures, and services. Basic trade flow information should
also be provided for U.S. trade with the following regional groups:

The Southern African Customs Union (SACU)

The Southern African Development Community (SADC)

Western African Economic and Monetary Union (WAEMU)

Common Market for Eastern and Southern Africa (COMESA)

' 19U.S.C. 3554.

% “Statement of Administrative Action,” Uruguay Round Trade Agreements, Texts of Agreements, Implementing
Bill, Statement of Administrative Action and Regional Supporting Statements, Message from the President of the
United States, September 27, 1994, House Document 103-316, pp. 73-74.

3 The Commission’s first report on U.S.-Africa trade flows was released in January 1996. See U.S. International
Trade Commission (USITC), U.S.-Africa Trade Flows and Effects of the Uruguay Round Agreements and U.S.
Trade and Development Policy, USITC publication 2938, Jan. 1996.
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2. An identification of major developments in the World Trade Organization and
U.S. trade/economic policy and commercial activities which significantly affect
U.S.-Africa trade and investment flows by sector during the latest year.
Similarly, to the extent possible, changing trade and economic activities within
African countries that have significant impact should be highlighted.

3. Progress in regional integration in Africa.

The USTR requested the Commission to confine its investigation and report to 48 countries in Sub-Saharan
Africa. The USTR requested that the Commission submit its report by October 4, 1996.

Approach

This report provides an update of the information presented in the Commission’s first report on U.S.-Africa
trade flows. The quantitative data in this report generally cover either calendar or fiscal year 1995, depending
upon which data are available. In cases where it is useful to show a trend, data for 1991 through 1995 are
provided. Developments in economic, trade, and commercial policies cover the period from January 1995
through August 1996, when possible.

A number of data sources were used to compile the information in this report. Annual data on the value of
U.S. exports to and imports from Sub-Saharan Africa were obtained from the U.S. Department of Commerce.
Data on U.S. investment flows to Sub-Saharan Africa were obtained from the U.S. Department of Commerce
as well as the U.S. Treasury Department. Information on major developments in the World Trade
Organization (WTO) likely affecting U.S.-Sub-Saharan Africa trade flows was collected from the WTO and
from other public data sources. Information on U.S. trade and economic activities potentially affecting U.S.-
Sub-Saharan Africa trade and investment flows was collected from the U.S. Department of Commerce, the
U.S. Department of State, the U.S. Treasury Department, the Export-Import Bank of the United States
(Eximbank), the Overseas Private Insurance Corporation (OPIC), the U.S. Department of Agriculture
(USDA), the U.S. Trade and Development Agency (TDA), and other relevant U.S. agencies.

Data on trade and economic policy changes in countries in Sub-Saharan Africa, as well as information on
multilateral project lending, were obtained from the U.S. Department of Commerce, the U.S. Department of
State, the World Bank, the African Development Bank (AfDB), and the International Monetary Fund (IMF).
The requested information on progress in regional integration was similarly obtained from public data bases,
the Organization for Economic Cooperation and Development (OECD), and the AfDB. Additionally, staff
requested such information through a cable sent to U.S. embassies in Sub-Saharan African countries.
Interested parties were also invited to submit written statements to the Commission covering the subject
matter in this report.*

* The Commission received one response, from ANSAC, an export association for producers of soda ash.
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Scope of the Report

The following 48 Sub-Saharan African countries are covered in this investigation:

Republic of Angola (Angola)

Republic of Botswana (Botswana)

Republic of Burundi (Burundi)

Republic of Cape Verde (Cape Verde)

Republic of Chad (Chad)

Republic of the Congo (Congo)

Republic of Djibouti (Djibouti)

State of Eritrea (Eritrea)

Gabonese Republic (Gabon)

Republic of Ghana (Ghana)

Republic of (Guinea-Bissau)

Kingdom of Lesotho (Lesotho)

Republic of Madagascar (Madagascar)

Republic of Mali (Mali)

Republic of Mauritius (Mauritius)

Republic of Namibia (Namibia)

Federal Republic of Nigeria (Nigeria)

Democratic Republic of Sio Tomé and
Principe (Sdo Tomé and Principe)

Republic of Sierra Leone (Sierra Leone)

Somalia

Kingdom of Swaziland (Swaziland)

Republic of Togo (Togo)

Republic of Zaire (Zaire)

Republic of Zimbabwe (Zimbabwe)

Republic of Benin (Benin)

Burkina Faso (Burkina)

Republic of Cameroon (Cameroon)

Central African Republic _
Federal Islamic Republic of the Comoros (Comoros)
Republic of Céte d’Ivoire (Cote d’Ivoire)
Republic of Equatorial Guinea (Equatorial Guinea)
Ethiopia

Republic of the Gambia (Gambia)

Republic of Guinea (Guinea)

Republic of Kenya (Kenya)

Republic of Liberia (Liberia)

Republic of Malawi (Malawi)

Islamic Republic of Mauritania (Mauritania)
Republic of Mozambique (Mozambique)
Republic of Niger (Niger)

Republic of Rwanda (Rwanda)

Republic of Senegal (Senegal)

Republic of Seychelles (Seychelles)
Republic of South Africa (South Africa)
Republic of the Sudan (Sudan)

United Republic of the Tanzania (Tanzania)
Republic of Uganda (Uganda)

Republic of Zambia (Zambia)

Figure 1-1 provides a map of the location of these countries and the region.

The merchandise sectors covered in the report include agricultural products, forest products, chemicals and
apparel, footwear, minerals and metals, machinery,
transportation, electronic products, and miscellaneous manufactures. The trade data for these sectors have
been aggregated from the Commission's trade-monitoring commodity groups and are provided for the 1991-

related products, energy-related products, textiles and

95 period.

The service sectors covered in the report include telecommunications, education services, professional
services, insurance, and royalties and license fees. The service sector trade data are limited, and there is a
data cover U.S. sector trade with Africa,’ and are

time lag in terms of availability. The services trade
provided for the 1991-94 period.

° The services trade data cover 42 countries in Africa, including Algeria, Egypt, Libya, Morocco, and Tunisia.
See U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Aug. 1995, pp. 113-

114,
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Figure 1-1
Forty-eight countries of Sub-Saharan Africa

Source: Compiled by staff of the U.S. International Trade Commission from PC Globe.

Country Coverage

The 48 Sub-Saharan African countries covered in this report represent a diverse set of countries that vary
widely in population, size, geography, natural resources, stage of economic development, and political
stability. Despite political and economic obstacles, there are continuing opportunities for growth and
development in the region. New leadership in many Sub-Saharan African countries is committed to building
strong economies through restructuring, privatization, and deregulation.®

As noted in the Commission’s first report on U.S.-Africa trade flows, drought, highly variable commodity
prices, civil wars, and unstable governments have impeded economic development in some countries in the
region.” Additionally, extensive government involvement in African economies, a lack of transparency in
transactions, and periodic economic crises have tended to inhibit the development of commercial trade and
investment relationships with the United States as well as other countries.® Relatively small markets, poor
or deteriorating infrastructure, foreign exchange shortages, and high debt levels further tend to limit trade and

¢ Regina C. Brown, Deputy Assistant Secretary for African Affairs, U.S. Department of State, testimony at the
USITC hearing on U.S.-Africa Trade Flows and Effects of the Uruguay Round Agreements on U.S. Trade and
Development Policy, July 26, 1995.

7 USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round, USITC publication 2938, pp. 1-6.

* Ibid., pp. 4-6-4-8.
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investment in the region.” Many of the countries in Sub-Saharan Africa have limited or no access to financial
markets; thus, the region is a major recipient of official development finance from bilateral donors and
multilateral institutions.

Thirty-eight of the 48 countries covered in this report are classified by the World Bank as low income, six
as lower middle income,'® and four as upper middle income (table 1-1). The economies of most of these
countries depend heavily on agriculture, forest products, minerals, metals, and energy products for generating
export earnings and income. As shown in table 1-1, 31 of the covered countries depend on exports of
petroleum or nonfuel primary products for generating foreign exchange. Only seven countries--Cameroon,
Central African Republic, Kenya, Mauritius, Senegal, Sierra Leone, and South Africa--are classified as
diversified exporters.

As shown in table 1-1, 29 of the covered countries are classified by the World Bank as severely indebted,
meaning that the ratio of debt service to gross national product (GNP) or to exports is considered above
critical levels. Sub-Saharan Africa’s debt service/export ratio rose from 14 percent in 1994 to 14.7 percent
in 1995 and its total debt outstanding rose from $212.4 billion in 1994 to $223.3 billion in 1995."' It is
estimated that 30 percent of Sub-Saharan Africa’s long-term debt outstanding at the end of 1995 was owed
to multilateral institutions such as the World Bank, the IMF, and the AfDB."

Sub-Saharan Africa experienced a 3.8-percent growth in real gross domestic product (GDP) in 1995, up from
1.7 percent in 1994, according to World Bank estimates.” Economic growth in the region is estimated to be
slightly below the average of 3.9 percent for all developing countries in 1995. However, real income is
projected by the World Bank to continue to grow at 3.8 percent a year during 1996-2005, a rate that is far
below the rate of 5.3 percent which is forecast for all developing countries. Due to population growth, real
per capita income growth for the region is estimated at 1.1 percent in 1995, up from -1.4 percent in 1994.

A number of factors contributed to the relatively high growth rate for Sub-Saharan Africa in 1995. These
include higher commodity prices, which may be short term in nature, improved economic policies, an upturn
in the economy of the largest economy in the region, South Africa, and greater political stability, particularly
in Mozambique and Angola.”® Additionally, the successful devaluation of the CFA franc in West and Central
Africa in 1994 appears to have contributed to an improved export performance among the countries in the
CFA franc zone.’® Long run trends of gradually declining commodity prices suggest that a commitment to
stabilization and structural reform policies and to high-productivity investment will be required to sustain
economic growth in the region.

® United Nations Conference on Trade and Development, Foreign Direct Investment in Africa (New York:
United Nations, 1995), pp. 3741.

' Three countries, Cameroon, Congo, and Senegal, moved from the lower middle income classification to the
low income classification since the Commission’s first report on U.S.-Africa trade flows.

I These data are estimated by the World Bank. The data include all of the countries covered in this report except
Eritrea. Additionally, the debt service to exports ratio is calculated on the basis of the estimated debt service
actually paid and excludes arrears. See The World Bank, World Debt Tables, vol. 1 (Washington, DC: The World
Bank, 1996), p. 170.

2 Ibid. Nigeria is the largest borrower, with 15 percent of total debt outstanding in 1995,

3 The World Bank, Global Economic Prospects, p. 16.

* Ibid., p. 77.

B Ibid., p. 64.

'8 Countries in Sub-Saharan Africa that are members of the CFA franc area include Benin, Burkina, Cameroon,
Central African Republic, Chad, Congo, Céte d’Ivoire, Equatorial Guinea, Gabon, Mali, Niger, Senegal, and Togo.
The CFA franc was devalued by 50 percent in Jan. 1994.
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Table 1-1

Sub-Saharan Africa: Classification of economies, by income, major export category, and

indebtedness

Low income’

Lower middle income

Upper middle income

Benin, Burkina , Burundi, Cameroon,
Central African Republic, Chad,
Comoros, Congo, Céte d'ivoire,
Equatorial Guinea, Eritrea, Ethiopia,
Gambia, Ghana, Guinea, Guinea-
Bissau, Kenya, Lesotho, Liberia,
Madagascar, Malawi, Mali, Mauritania,
Mozambique, Niger, Nigeria, Rwanda,
S&o Tomé and Principe, Senegal, Sierra
Leone, Somalia, Sudan, Tanzania,
Togo, Uganda,

Zaire, Zambia, Zimbabwe.

Angola, Botswana, Cape Verde,
Djibouti, Namibia,
Swaziland.

Gabon, Mauritius, Seychelles,
South Africa.

Exporters of nonfuel primary products?

Diversified/oil exporters

Exporters of services

Botswana, Burundi, Chad, Cote d'lvoire,
Equatorial Guinea, Ghana, Guinea,
Guinea-Bissau, Liberia, Madagascar,
Malawi, Lesotho, Mali, Mauritania,
Namibia, Niger, Rwanda, Sdo Tomé and
Principe, Somalia, Sudan, Swaziland,
Tanzania, Togo, Uganda, Zaire, Zambia,
Zimbabwe.

Angola,® Cameroon, Central
African Republic, Congo,®
Gabon,® Kenya, Mauritius,
Nigeria,® Senegal, Sierra Leone,
South Africa.

Benin, Burkina, Cape

Verde, Comoros, Djibouti,
Ethiopia, Gambia, Mozambique,
Seychelles.

Severely indebted*

Moderately indebted

Less indebted

Angola, Burundi, Cameroon, Central
African Republic, Congo, Céte d'lvoire,
Equatorial Guinea, Ethiopia, Ghana,
Guinea, Guinea-Bissau, Kenya, Liberia,
Madagascar, Mali, Mauritania,
Mozambique, Niger, Nigeria, Rwanda,
Sé&o Tomeé and Principe, Sierra Leone,
Somalia, Sudan, Tanzania, Togo,
Uganda, Zaire, Zambia.

Benin, Chad, Cape Verde,
Comoros, Gabon, Gambia,
Malawi, Senegal, Zimbabwe.

Botswana, Burkina, Djibouti,
Lesotho Mauritius, Namibia,
Seychelles, South Africa,
Swaziland.

' Low income refers to 1994 GNP per capita of $725 or less; lower middle income to 1994 GNP per capita of $726-$2,985; and
upper middle income to 1994 GNP per capita of $2,896-$8,955.
2 Major exports are those that account for 50 percent or more of total exports of goods and services. Eritrea is not classified by

export category.
? Indicates oil exporter.

* The terms “severely,” “moderately,” and “less indebted” refer to World Bank classifications of indebtedness that are based on the
present value of debt service to GNP and onﬂthe present value of debt service to exports. Eritrea is not classified by debt category.

Source: The World Bank, Global Economic Prospects and the Developing Countries (Washington, DC: The World Bank, 1996).
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U.S. Trade Coverage

The European Union (EU)!" is Sub-Saharan Africa's largest trading partner, accounting for 43 percent of the

region’s merchandise imports and 37 percent of such exports in 1995 (figure 1-2). Other important export

markets for Sub-Saharan Africa include the United States (16 percent of exports), Africa'® (12 percent of
exports), developing countries in Asia (10 percent of exports), and Japan (5 percent of exports). Important

suppliers, in addition to the EU, include developing countries in Asia (16 percent of imports), Africa (12

percent of imports), Japan (8 percent of imports), and the United States (8 percent of imports).

Figure 1-2

Sub-Saharan Africa: Major trading partners, 1995
Sub-Saharan Sub-Saharan
African African
Exports Imports

European Ugéog European Union

z Developing Asia
United States¥ ping os 12.4
16.0 Japan ' . United States
' 4, Africa 76
Developing Asia 121 Japan /-

11.8

Percent of value

1 Other includes unsourced imports and exports.

Source: Compiled by staff of the U.S. International Trade Commission from data supplied in the
Direction of Trade Statistics YearbookAug. 1996.

As shown in figure 1-3, the United States is the largest single importer of merchandise from Sub-Saharan
Africa as compared to other individual countries. Other important importers include Italy, France, Germany,
the United Kingdom, and Japan. In 1995, France was the largest exporter of goods to Sub-Saharan Africa,
followed by Germany, Japan, the United Kingdom, the United States, and Italy.

7 EU-15.
18 < Africa’ in figure 1-2 refers to the 48 countries in this report plus Morocco, Tunisia, Algeria, Réunion, and St.

Helena.
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Figure 1-3
Sub-Saharan Africa: Exports and imports of major trading partners, 1995

Billion U.S. dollars

14 | |MBExports to Sub-Saharan African ,
1 OImports from Sub-Saharan Africa

121,

10

Japan United Germany France ltaly United States
Kingdom

1 us. imports are customs basis, all other countries’ imports are ¢.if. basis.

Source: Compiled by staff of the U.S. International Trade Commission from the International Monetary Fund, Direction of Trade Stafisfics
Yearbook, 1996 and data supplied by the U.S. Department of Commetrce.

The United States consistently runs a merchandise trade deficit with Sub-Saharan Africa, which is largely due
to imports of crude oil. This trade deficit amounted to $7.6 billion in 1995. South Africa is the major U.S.
export market in the region, accounting for 51 percent of total U.S. exports to Sub-Saharan Africa in 1995.
Four countries--Nigeria, Angola, South Africa, and Gabon--accounted for 85 percent of U.S. imports from
the region in 1995. The United States, on the other hand, runs a surplus with Africa in services trade, which
amounted to $866 million in 1994. South Africa is the largest market for U.S. service exports to Africa.

Major Developments in the World Trade Organization and
in U.S. Trade and Economic Policy Affecting Sub-Saharan
Africa

Developments in the WTO during 1995-96 centered around the implementation and administration of the
Uruguay Round Agreements (URA). General institutional, organizational, and procedural matters undertaken
by the WTO included the establishment of various Councils, Committees, and other bodies; the appointment
of office-bearers; and the installation of procedures with respect to notification and review of commitments
and policies, consultations, dispute settlement, technical cooperation and other matters. In response to
concerns expressed by African countries about the possible effects of the URA on reducing the benefits
enjoyed by developing countries from trade preferences granted by industrialized countries and on raising
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food prices, the WTO instituted an Africa Initiative in 1995 to encourage growth and diversification in
Africa’s international trade.!”® Nine additional countries in Sub-Saharan Africa--Benin, Burundi, Cameroon,
Guinea, Madagascar, Mozambique, Niger, Rwanda, and Sierra Leone-- have joined the WTO since the last

Commission report, bringing the number of countries in the region that are WTO members up to 33 (see table
3-2).

The United States operates a number of programs to facilitate U.S. trade with Sub-Saharan Africa. Certain
U.S. imports from eligible Sub-Saharan African countries benefit from the U.S. Generalized System of
Preferences (GSP), a program which provides duty-free treatment for eligible goods. The GSP program
expired on July 31, 1995, but was renewed to May 31, 1997, in legislation that was signed into law on August
20, 1996.2° The new legislation authorizes the President under certain conditions to extend GSP treatment
to articles not previously eligible for duty-free treatment if they are the product of a least developed country.
Many of the countries in Sub-Saharan Africa are categorized as least developed countries.”

U.S. exports to and investments in Sub-Saharan Africa benefited from programs operated by the Eximbank,
OPIC, and TDA during 1995-96. Certain agricultural exports to Sub-Saharan Africa were also shipped under
the Export Enhancement Program (EEP) and the GSM-102 program, as well as through food assistance
programs operated by the U.S. Agency for International Development (USAID) and USDA. Additionally,
at a hearing held by the House Committee on Ways and Means on August 1, 1996, proposals were made for
the creation of a U.S.-Africa free-trade area similar to the Asian Pacific Economic Cooperation forum,
negotiation of a U.S.-Africa free-trade area by the year 2020, new government-backed private investment
funds, and immediate greater access for Sub-Saharan Africa’s textiles and apparel

U.S. companies are also able to bid on contracts to supply goods and services for projects in Sub-Saharan
Africa financed by the multilateral development banks (MDBs), such as the World Bank and the AfDB, as
well as on projects funded by USAID. Concessional loans provided by MDBs and grants provided by
USAID promote macroeconomic policy reforms and support infrastructure development and poverty
alleviation in Sub-Saharan Africa. The International Development Association (IDA), an affiliate of the
World Bank, is the largest source of concessional (below market rate) financing for Sub-Saharan Africa, with
net disbursements of $2.7 billion® to the region in 1994. In March 1996 representatives of more than 30
donor countries agreed on a new funding package for the IDA of $22 billion for fiscal years 1997-99.
AfDB donors similarly agreed to $2.0 billion in new funding for the African Development Fund (AfDF), the

'® Sub-Saharan Africa’s concerns regarding the URA were discussed in the Commission’s first report on U.S.-
Africa trade flows. See USITC, U.S.-Af¥ica Trade Flows and Effects of the Uruguay Round, USITC publication
2938, pp. 1-8-1-9, and pp. 5-4-5-5.

» Public Law 104-188. The effective date of the legislation is Oct. 1, 1996. The extension is retroactive to Aug.
1, 1996.

2 The Commission has been requested by the USTR to provide advice on the designation of such articles by
Mar. 1997.

% “House Proposal Would Intensify U.S.- Sub Saharan Africa Business Connections,” Comtex Scientific Corp.,
News Edge/LAN, Aug. 1, 1996.

B At 1993 prices and exchange rates. OECD, Development Cooperation (Paris: OECD, 1996).

* The World Bank, “Eleventh Replenishment of IDA and the Role of the Interim Trust Fund,” found at
http://www.worldbank.org/html/opr/procure/eleven. html. The new funding for IDA includes a $3.0 billion Interim
Trust Fund which is funded from July 1, 1996-June 30, 1997. U.S. companies will not be able to bid on IDA
projects funded through the Interim Trust Fund because the United States did not contribute to it.
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AfDB’s concessional lending affiliate. When combined with other AfDB resources, these new funds will
make available a total of $3.0 billion for AfDB lending during 1996-1998.%

Increases in Sub-Saharan Africa’s accumulated debt stock and debt-servicing obligations became important
issues for the region and the international financial community during 1995-96.° The IMF and the World
Bank are currently working on a special initiative to reduce the debt burden of a number of heavily indebted
poor countries, most of which are in Sub-Saharan Africa. This special initiative would involve the “Paris
Club” of government creditors, other bilateral creditors, the IMF, the World Bank, and other regional
development banks. Debt reduction under the initiative would involve further reductions in the stock of debt
owed to Paris Club and to other bilateral and commercial creditors. The IMF and the World Bank, which
cannot write down the stock of debt owed to them, would provide debt-service relief.?’ During FY 1995,
the United States, through the Paris Club of creditor governments, signed agreements providing debt relief
to six countries in Sub-Saharan Africa.

Progress continued on a number of initiatives promoting regional integration in Sub-Saharan Africa during
1995-96. One important initiative involved progress toward a Trade Protocol by members of the Southern
African Development Community (SADC) that is to be launched in 1996. Other noteworthy initiatives in
the region include institutionalization of the Permanent Tripartite Commission for East African Cooperation
(PTC/EAC), discussions concerning merging SADC with the Common Market for Eastern and Southern
Africa (COMESA), the expansion of the Cross Border Initiative, and ongoing negotiations among the five
members of the Southern African Customs Union (SACU) on a new customs union structure and revenue-
sharing formula.

Organization of Study

Chapter 2 provides U.S.-Sub-Saharan Africa trade flow data for major commodity and service sectors and
U.S. investment data for 1991-95. Chapter 3 provides an update of WTO activities affecting countries in Sub-
Saharan Africa during 1995-96, as well as overall finance, trade, and economic developments affecting the
region. Chapter 4 provides information by major sector on WTO, finance, trade, and economic developments
likely affecting U.S. trade with and investment in countries in Sub-Saharan Africa. Chapter 5 provides
information on progress in regional integration. A glossary of abbreviations can be found at the front of the
report. Appendix B provides data on U.S. exports to and imports from Sub-Saharan Africa by country on a
value basis for 1991-95 as well as other country data. ®

# QOkolo, Paul, “ECONEWS: Africa-Bank Donors Pledge $420 million U.S. Dollars for African Bank,” Africa
News Service (via Comtex), June 25, 1996.

% The World Bank, Global Economic Prospects and “IMF Work Advances on Debt Initiative for the Poorest
Countries,” IMF Survey, July 15, 1996, pp. 229-234.

¥ IMF, “IMF Work Advances on Debt Initiative.”
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CHAPTER 2
Structure of U.S.-Sub-Saharan Africa
Trade And Investment Flows, 1991-95

U.S. merchandise exports to Sub-Saharan Africa amounted to $5.3 billion in 1995, or about 1 percent of total
U.S. merchandise exports of $546.5 billion' in that year (table 2-1). U.S. merchandise imports from Sub-
Saharan Africa amounted to $12.9 billion in 1995, or about 2 percent of total U.S. merchandise imports of
$739.7 billion? in that year. The United States consistently maintains a merchandise trade deficit with Sub-
Saharan Africa, which amounted to $7.6 billion in 1995. Imports of energy-related products (primarily crude
petroleum) account for the bulk of U.S. imports from Sub-Saharan Africa and are largely responsible for the
U.S. trade deficit with the region.

The United States recorded a service-trade surplus with African countries of $886 million in 1994, the latest

year for which data are available. The United States also recorded a surplus in affiliate transactions with
Africa equal to $581 million in 1993.

U.S. Merchandise Exports

U.S. exports to Sub-Saharan Africa rose from $4.3 billion in 1994 to $5.3 billion in 1995, or by 22.1 percent,
during 1994-95 (table 2-1). Transportation equipment, agricultural products,” and electronic products are
the largest U.S. merchandise export sectors. These sectors accounted for 22.3, 17.7, and 14.3 percent,
respectively, by value of U.S. merchandise exports in 1995 (figure 2-1). The increase in U.S. exports to Sub-
Saharan Africa during 1994-95 was largely accounted for by higher exports of transportation equipment,
chemicals and related products, agricultural products, electronic products, and minerals and metals. Minerals
and metals exports to Sub-Saharan Africa experienced the largest rate of increase during 1994-95 (49.0
percent), followed by chemicals and related products (45.4 percent), and forest products (38.8 percent).

Percentage changes in U.S. exports to Sub-Saharan African countries during 1994-95 by sector are shown
in table 2-2. The data in this table indicate that U.S. exports to a large number of Sub-Saharan African
countries experienced increases or decreases in all sectors. The relatively large number of countries to which
U.S. exports increased by rates of 100 percent or greater, and the large number of countries to which U.S.
exports declined, indicates the variability that is associated with exports to countries in Sub-Saharan Africa.
In some instances this variability is associated with market promotion efforts, whereas in other instances the
variability is associated with transhipments of merchandise exports, the availability of financing
arrangements, political developments, or, in the case of agricultural products, the food situation in a particular
country.

! U.S. International Trade Commission (USITC), U.S. Trade Shifis in Selected Industries, USITC publication
2992, Sept. 1996.

2 Ibid.

* U.S. exports of agricultural products include products exported under various food assistance programs
described in chapter 4.
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Table 21

Sub-Saharan Africa: U.S. exports, imports, and trade balance, by major commodity sectors, 1991-95

(Million dollars)
Item [ 1991 | 1992 | 1993 | 1994 | 1995
U.S. exports of domestic merchandise:
Agricultural products 566.9 1,145.3 874.9 778.5 936.3
Forest products 161.7 165.9 176.0 170.0 235.9
Chemicals and related products 561.1 521.9 493.6 485.5 705.7
Energy-related products 127.3 119.0 125.4 113.6 149.3
Textiles and apparel 141.9 162.7 165.1 142.4 171.0
Footwear 4.2 5.2 6.6 9.9 8.7
Minerals and metals 165.4 175.1 155.0 147.8 220.2
Machinery 494.5 610.3 606.1 581.1 638.9
Transportation equipment 1,670.5 1,5625.8 1,198.2 937.0 1,179.7
Electronic products 561.5 595.5 645.5 675.9 755.5
Miscellaneous manufactures 50.8 41.2 49.4 70.0 50.9
Special provisions' 210.0 231.9 211.2 227.0 246.8
Total 4,715.9 5,299.9 4,697.0 4,338.5 5,299.0
U.S. imports for consumption:
Agricultural products 600.3 591.4 670.4 684.7 686.6
Forest products 70.2 68.4 65.6 74.7 100.8
Chemicals and related products 93.9 110.7 128.4 153.3 226.8
Energy-related products 8,539.2 8,980.7 9,055.8 8,421.2 9,054.6
Textiles and apparel 167.8 234.3 3294 405.8 425.8
Footwear 1.2 2.2 4.4 3.9 1.4
Minerals and metals 2,061.2 1,929.5 1,937.8 2,055.8 2,142.5
Machinery 374 33.9 40.7 44.1 53.3
Transportation equipment 18.2 22.1 29.3 34.1 53.9
Electronic products 12.3 19.9 20.1 28.5 48.9
Miscellaneous manufactures 17.3 21.4 31.2 57.7 46.6
Special provisions' 67.8 68.7 108.8 88.2 99.2
Total 11,686.7 12,083.0 12,421.8 12,051.9 12,940.5
U.S. merchandise trade balance:
Agricultural products -33.4 553.9 204.5 93.8 249.7
Forest products 91.5 97.5 110.4 95.3 135.1
Chemicals and related products 467.2 411.2 365.2 332.2 478.9
Energy-related products -8,411.8 -8,861.7 -8,930.4 -8,307.6 -8,905.3
Textiles and apparel -25.9 -71.6 -174.3 -263.4 -254.8
Footwear 3.0 3.0 2.2 6.0 7.3
Minerals and metals -1,895.8 -1,754.4 -1,782.8 -1,908.0 -1,922.4
Machinery 4571 576.4 565.4 537.0 585.6
Transportation equipment 1,652.3 1,603.7 1,168.9 902.9 1,125.9
Electronic products 549.2 575.6 625.4 647.4 706.6
Miscellaneous manufactures 33.5 19.8 18.2 12.3 4.3
Special provisions' 142.2 163.2 102.4 138.8 147.6
Total -6.970.8 -6.783.4 -7.724.9 -7.713.3 -7.641.5
! Sdpecial provisions include items not in other sectors. For imports, these items include items exported but later returned to the
United States. For exports, these include charitable and relief donations and items for U.S. Government work and employee

ersonal effects.
ote.--Due to rounding, figures may not add to the totals shown.

Source: Compiled by staff of the U.S. International Trade Commission from data supplied by the Department of Commerce.
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Figure 2-1
Sl?b-Sa aran Africa: U.S. exports to and imports from, value share by sector, 1995
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Source: Compiled by staff of the U.S. International Trade Commission from data supplied by the U.S.
Department of Commerce.

U.S. Merchandise Imports

U.S. imports from Sub-Saharan Africa rose from $12.1 billion in 1994 to $12.9 billion in 1995, or by 7.4
percent, during 1994-95 (table 2-1). Energy-related products and minerals and metals are the largest sectors
for U.S. imports from Sub-Saharan Africa, accounting for 70.0 and 16.6 percent, respectively, by value of
U.S. merchandise imports from the region in 1995 (figure 2-1). Such imports grew by 7.5 and 4.2 percent,
respectively, during 1994-95. Two other sectors, agricultural products and textiles and apparel, accounted
for 5.3 and 3.3 percent, respectively, of U.S. imports from Sub-Saharan Africa in 1995, with such imports
growing by 0.3 percent and 4.9 percent, respectively, during this same period.

Some sectors which account for a relatively small amount of U.S. imports from Sub-Saharan Africa achieved
relatively large import growth rates during 1994-95. These sectors and their growth rates include electronic
products (increase of 71.3 percent), transportation equipment (57.9 percent), chemicals and related products
(48.0 percent), forest products (35.0 percent), and machinery (20.9 percent).

Percentage changes in U.S. imports from Sub-Saharan African countries during 1994-95 by sector are shown
in table 2-3. These data indicate that U.S. imports from individual countries in Sub-Saharan Africa tend to
be highly variable, with U.S. imports from a large number of countries increasing or decreasing rates of 100
percent or greater during 1994-95. Changes in U.S. imports from countries in Sub-Saharan Africa tend to
be associated with the availability of supplies of agricultural and resource-based exports and their prices,
other competitive factors, as well as political developments in individual countries.
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Table 2-2
Sub-Saharan Africa: U.S. exports by sector, percentage change by country, 1994-95

Increase (Percent) Decrease (Percent)
Sector
1-24 25-49 50-99 100 or greater 1-100
Agricultural Mauritius Ghana Cote d’Ivoire Botswana Mali Angola Eritrea
products Rwanda Madagascar Djibouti Burkina Mauritania Benin Ethiopia
Sierra Leone Mozambique Guinea Cape Verde Nambia Burundi Gabon
Swaziland Zambia Niger Comoros* Séo Tomé Central African Kenya
Nigeria Gambia Zaire Republic* Lesotho
Seychelles Guinea-Bissau* Zimbabwe Cameroon Liberia
South Africa Malawi Congo Senegal
Togo Equatorial Somalia
Guinea* Sudan
Forest South Africa Guinea Mauritius Botswana Liberia Angola Guinea-bissau*
products Mozambicque Namibia Cameroon Mali* Benin* Lesotho*
Swaziland Cote d’Ivoire Nigeria Burkina* Madagascar
Zaire Djibouti* Rwanda* Cape Verde* Malawi
Zambia Ethiopia Seychelles* Central African  Mauritania*
Gambia* Senegal Republic* Niger
Ghana Sudan* Chad* Sdo Tomé
Kenya Comoros* Somalia*
Congo Sierra Leone*
Equatorial Tanzania
Guinea* Togo*
Eritrea* Uganda
Gabon
Chemicals Gabon Mauritius Angola Botswana Malawi Benin Mauritania
and related Chad South Africa Comoros Burkina* Nigeria Burundi Mozambique
Congo Céte d’Ivoire Central African Rwanda Cameroon Namibia
products Guinea Gambia Republic ~ Somalia Diibouti Niger
Liberia Ghana Ethiopia Togo Guinea-bissau  Seychelles
Zaire Senegal Madagascar Zambia Kenya Sierra Leone
Sudan Lesotho* Swaziland
Uganda Mali Tanzania
Zimbabwe
Energy- Cameroon Congo Botswana Benin Namibia* Angola Sdo Tomé*
related Mozambique Mauritania Ghana Chad* Niger* Cape Verde* Senegal
South Africa Zaire Céte d’Ivoire Nigeria Ethiopia Sierra Leone
products Djibouti Tanzania Gabon Sudan
Liberia Togo* Kenya Swaziland*
Malawi* Uganda* Madagascar Zambia
Mali* Zimbabwe* Mauritius
Textiles and Burundi Ethiopia Angola Cape Verde* Madagascar Botswana* Nigeria
apparel Cameroon Gambia Benin Central African  Niger Comoros* Swaziland*
Equatorial Guinea Burkina Republic Rwanda* Congo* Tanzania
Guinea Malawi Céote d’Ivoire Chad* Seychelles* Liberia Uganda
Gabon Mozambique Djibouti Eritrea* Somalia* Mauritania* Zambia
Ghana Senegal Mali Lesotho* Sudan* Namibia Zimbabwe
Kenya Togo Niger
Mauritius Zaire
Sierra Leone
South Affica
Footwear Cote d’Ivoire Ghana Angola Burundi* Rwanda* Benin Niger*
Nigeria Zaire Cameroon* Senegal* Burkina* Sierra Leone
Ethiopia* Tanzania Congo* South Africa
Gabon* Togo Guinea* Swaziland*
Kenya Uganda* Guinea-bissau* Zambia
Mali* Liberia Zimbabwe
Madagascar*

* Denotes change from a 1994 base of less than $100,00.
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Table 2-2 --Continued

Sub-Saharan Africa: U.S. exports by sector, percentage change by country, 1994-85

Increase (Percent) Decrease (Percent)
Sector
1-24 25-49 50-99 100 or greater 1-100
Minerals and Botswana Congo Cameroon Angola Namibia* Benin Mali
metals Ethiopia Ghana Central Burkina* Rwanda* Burundi* Niger*
Guinea African Equatorial Senegal Cape Verde* Sdo Tomé
Mauritania Republic Guinea* Sudan Chad Seychelles
South Africa Cote d’Ivoire Gabon Tanzania Djibouti* Sierra Leone
Uganda Kenya Gambia Togo* Eritrea* Somalia*
Mauritius Mozambique  Zambia Liberia Swaziland*
Nigeria Madagascar Zimbabwe
Zaire Malawi
Machinery Central African Cameroon Angola Benin Eritrea Burundi Malawi
Republic Ghana Botswana Burkina* Ethiopia Cape Verde Mauritius
Guinea Mali Senegal Congo Namibia Chad Mozambique
Kenya Mauritania Sudan Equatorial Seychelles Céte d’Ivoire Niger
South Africa Togo Guinea* Tanzania Djibouti Nigeria
Zaire Zimbabwe Gabon Rwanda
Zambia Gambia Séo Tomé
Guineau-bissau* Sierra Leone
Lesotho* Somalia
Liberia Swaziland
Madagascar Uganda
Transportation Niger Angola Botswana Benin Namibia Cameroon Mali
Cape Verde Burkina Burundi Senegal Central African Mauritania
Chad Equatorial Comoros* Sudan Republic Nigeria
Congo Guinea Cote d’Ivoire ~ Tanzania Djibouti Rwanda
Ghana Gabon Eritrea Ethiopia S&o Tomé
Guinea Liberia Gambia Seychelles
Mauritius South Aftrica Guinea-bissau  Sierra Leone
Mozambique Zaire Kenya Somalia
Zimbabwe Zambia Lesotho Swaziland
Madagascar Togo
Malawi Uganda
Electronic Cape Verde Botswana Angola Benin Eritrea Burkina Madagascar
products Gambia Nigeria Equatorial Central Malawi Burundi Mozambique
Ghana Senegal Guinea African Mali Cameroon Namibia
Guinea Tanzania Mauritius Republic Mauritania Comoros* Niger
Lesotho Uganda Chad Zaire Cate d’Ivoire Rwanda
South Africa Congo Zambia DjiboutiSao Tomé
Togo Ethiopia Seychelles
Gabon Sierra Leone
Guineau-bissau  Somalia
Kenya Swaziland
Liberia Tanzania
Miscellaneous Cameroon Swaziland Guinea Benin* Niger Angola Guinea-bissau*
Congo Zambia Namibia Central Rwanda* Botswana Kenya
manufactures Zimbabwe Uganda African Senegal Burkina* Liberia
Republic* Seychelles Burundi* Madagascar
Rwanda* Sudan* Cape Verde* Mali
Eritrea* Togo* Chad* Séo Tomé
Gabon Comoros* Sierra Leone
Malawi* Cbte d’Ivoire Somalia
Mauritius* Djibouti* South Africa
Mozambique* Ethiopia Tanzania
Gambia* Zaire
Ghana

* Denotes change from a 1994 base of less than $100,000.

Source: Compiled by staff of the U.S. International Trade Commission on the basis of Department of Commerce data.
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Table 2-3

Sub-Saharan Africa: U.S. imports by sector, percentage change by country, 1994-95

Increase (Percent) Decrease (Percent)
Sector
1-24 2549 50-99 100 or greater 1-100
Agricultural Céte d'lvoire Benin Burundi Eritrea™ Botswana Niger
products Guinea Gambia Cameroon Ghana Comoros Nigeria
Mauritius Cape Verde* Rwanda Congo* Senegal
Mozambigue Central African  Sierra Leone Dijibouti* Seychelles
South Africa Republic* Tanzania Ethiopia Somalia
Chad Zaire Gabon Sudan
Kenya Swaziland
Liberia* Togo
Madagascar Uganda
Malawi Zambia
Mali Zimbabwe
Namibia
Forest Gabon S&o Tomé Cameroon Angola* Gambia* Benin® Mozambique*
roducts Nigeria Zambia Ghana Botswana* Guinea-bissau* Burkina® Niger*
P Tanzania Zimbabwe Zaire Central African  Madagascar Burundi* Rwanda*
South Africa Republic* Malawi* Céte d'lvoire* Senegal*
Congo* Mauritius Ethiopia* Seychelles*
Equatorial Namibia Guinea* Sierra Leone*
Guinea* Swaziland Kenya Togo*
Eritrea* Liberia* Uganda
Mali
Chemicals Gabon Cote d'lvoire | Cameroon Angola* Guinea* Benin* S&o Tomé*
and related South Africa Liberia Botswana* Mauritius Djibouti* Seychelles
Mali Cape Verde* Mozambique* Equatorial Sierra Leone
products Sudan Comoros Niger* Guinea*  Somalia*
Congo* Nigeria Kenya Tanzania
Eritrea™ Senegal Lesotho* Zaire
Ethiopia Swaziland Madagascar Zimbabwe
Gambia* Togo* Nambia*
Ghana Zambia
Uganda
Energy- Angola Gabon Chad* Mozambique* Benin Liberia
related Nigeria South Africa Equatorial Togo* Cameroon Mauritania
Zimbabwe Zaire Guinea* Congo Namibia
products Céte d'lvoire  Niger
Ghana Senegal
Kenya Swaziland
Textiles and Mauritius South Africa Ghana Botswana Madagascar Benin Lesotho
apparel Zimbabwe Nigeria Burundi* Mali Burkina* Malawi
Seychelles Cape Verde* Séo Tomé* Cameroon Mauritania*
Zaire Chad Senegal* Central Mozambique
Equatorial Sierra Leone* African Nambia
Guinea* Somalia* Republic*  Niger
Eritrea* Sudan* Comoros* Swaziland
Guinea* Uganda* Cote d'lvoire  Tanzania
Ethiopia Togo
Gabon* Zambia
Gambia
Kenya
Footwear Zimbabwe Cameroon Botswana* Nigeria* Burkina Namibia*
Kenya* Sierra Leone* Céte d'lvoire  Somalia*
Mauritius* Ethiopia* South Africa
Ghana* Zimbabwe
Kenya

* Denotes change from a 1994 base of less than $100,000.
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Table 2-3--Continued
Sub-Saharan Africa: U.S. imports by sector, percentage change by country, 1994-95

Increase (Percent) Decrease (Percent)
Sector
1-24 25-49 50-99 100 or greater 1-100
Minerals and Botswana Tanzania Zimbabwe Cameroon Malawi* Angola Namibia
metals Guinea Central African Mauritania* Burkina* Niger*
Madagascar Republic* Mozambique Burundi Namibia
South Africa Chad* Nigeria Chad* Senegal*
Cote d’Ivoire  Seychelles* Djibouti* Sierra Leone
Ethiopia* Somalia* Gabon Swaziland
Gambia Uganda Ghana Togo*
Liberia Zaire Kenya Zambia
Mali
Machinery Cote d’Ivoire South Africa Kenya Angola* Liberia* Botswana* Kenya
Mauritius Burkina* Mali* Cameroon* Niger
Equatoria Nigeria* Cape Verde*  Seychelles*
Guinea* Seychelles* Cote d’Ivoire  Sierra Leone
Gambia* Somatia* Ethiopia* Zimbabwe
Ghana* Guinea* Gabon
Zaire*
Transportation Sdo Tomé Kenya South Africa Botswana* Madagascar* Angola* Namibia
Sierra Leone Mauritius Burkina* Swaziland* Cameroon* Niger
Zimbabwe Guinea* Congo* Nigeria
Cote d’Ivoire*  Senegal*
Ethiopia* Sierra Leone
Gambia* Somalia*
Ghana* Sudan*
Liberia* Uganda*
Mali* Zaire
Electronic Angola Burkina Congo* Mozambique Cameroon Namibia
products Equatorial Cape Verde Cote d’Ivoire  Niger* Ethiopia* Rwanda*
Guinea Gambia Djibouti Senegal Gabon* Seychelles
Mauritius Eritrea* Sierra Leone* Ghana* Somalia*
Nigeria Guinea Sudan* Liberia Togo*
Sdo Tomé* Kenya Tanzania* Mauritania* Zaire*
South Africa Malawi* Zambia
Swaziland Mali Zimbabwe
Miscellaneous Guinea Burkina Ghana Botswana* Seychelles* Angola Gabon
Congo Malawi Mauritius Central African Somalia* Benin* Kenya
manufactures | oo G Niger Sierra Leone Republic*  Swaziland Burundi* Lesotho®
Zimbabwe Djibouti* Tanzania Cameroon Madagascar
Liberia* Togo Cape Verde*  Mali
Central African Mauritania*
Republic Mozambique
Chad* Namibia*
Cote d’Ivoire  Nigeria
Equatorial Rwanda*
Guinea* Senegal
Eritrea* Sudan
Ethiopia* Zaire

* Denotes change from a 1994 base of less than $100,000.

Source: Compiled by staff of the U.S. International Trade Commission on the basis of Department of Commerce data.
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U.S. Merchandise Trade Balance

The U.S. merchandise trade balance with Sub-Saharan Africa was consistently negative during 1991-95 (table
2-1). The trade deficit in the energy-related products sector, which increased during 1994-95, largely
accounts for the overall U.S. trade deficit with the region. Other merchandise trade sectors in which the
United States has consistently run a trade deficit include textiles and apparel and minerals and metals. In
sectors where the United States traditionally has a trade surplus with Sub-Saharan Africa, such as agricultural
products, forest products, chemicals and related products, footwear, machinery, transportation equipment,
and electronic products, such trade surpluses increased during 1994-95.

Trade in Major Commodities

The major U.S. commodity exports to and imports from Sub-Saharan Africa are shown at the six-digit level
in tables 2-4 and 2-5. In 1995, wheat was the largest single U.S. export to Sub-Saharan Africa, followed by
parts for boring or sinking machinery, parts of airplanes or helicopters, corn, and used clothing,

Crude oil was the largest U.S. import from Sub-Saharan Africa in 1995, accounting for $8.6 billion, or 66.6
percent, of U.S. imports from the region in that year. Other important U.S. imports include platinum, oil (not
crude), diamonds, cocoa beans, men’s or boys’ shirts made from cotton, and ash and residues. Excluding
men’s or boys’ shirts made from cotton and cocoa beans, which are not produced in the United States, imports
of these commodities reflect a shortage of reserves in the United States and insufficient production for
meeting U.S. domestic demand.

Major Trading Countries

Led by increases in the agricultural product, transportation, and chemicals and related product sectors, U.S.
exports to South Africa, the largest U.S. export market in Sub-Saharan Africa, increased from $2.1 billion
to $2.7 billion during 1994-95, or by 27.5 percent (table 2-6). South Africa’s share of U.S. exports to the
region increased from 48.7 percent in 1994 to 50.9 percent in 1995 (figure 2-2).* U.S. exports to Nigeria, the
second-leading U.S. market in Sub-Saharan Africa, rose from $500.6 million in 1994 to $589.7 million in
1995, or by 17.7 percent, led by higher exports of agricultural products, chemicals and related products,
energy-related products, and forest products. Increased exports in the transportation and minerals and metals
sectors similarly contributed to a 31.6 percent increase in U.S. exports to Angola, the third-largest U.S.
market in Sub-Saharan Africa. Other important U.S. markets in Sub-Saharan Africa and the growth rates
of U.S. exports to these markets during 1994-95 include Céte d’Ivoire (56.5 percent), Ghana (37.3 percent),
Ethiopia (3.1 percent), and Zimbabwe (30.4 percent).

4 Value shares for U.S. export markets in Sub-Saharan Africa for 1994 were provided in USITC, U.S.-Africa
Trade Flows and Effects of the Uruguay Round Agreements and U.S. Trade and Development Policy, USITC
publication 2938, Jan. 1996.
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Table 24
Sub-Saharan Africa: Value of U.S. exports, by major commodity items, 1991-95

(Million dollars)

Schedule B commodity 1991 | 1992 | 1993 | 1994 | 1995
Total of items shown 1,561 2,135 1,737 1,674 | 2,182

100180 Wheat (other than durum wheat), and meslin 94 136 297 245 296
843143 Parts for boring or sinking machinery, nesoi’ 333 333 258 221 262
880330 Parts of airplanes or helicopters, nesoi 173 129 96 114 127
100590 Corn (maize), other than seed corn 33 603 142 53 109
630900 Worn clothing and other worn textile articles 53 72 67 56 81
870410 Dumpers designed for off-highway use 35 38 27 50 77
890520 Floating or submersible drilling or production, platform 72 29 51 11 74
847330 Parts & accessories for ADP machines & units 47 52 58 61 73
100630 Rice, semi- or wholly milled, polished etc or not 125 114 92 98 72
843149 Parts and attachments nesoi for derricks etc 55 36 42 52 66
240220 Cigarettes containing tobacco 33 25 22 24 55
852490 Recording media for sound 20 24 38 55 54
870899 Parts and accessories of motor vehicles nesoi 30 32 32 29 53
880230 Aimplane & a/c unladen wght > 2000, nov 15000 kg 35 72 51 56 51
870130 Track-laying tractors 19 19 14 23 47
310000 Fertilizers exports only incl other crude matls 29 22 35 26 45
150790 Soybean ail, refine, and fractions, not modified 28 29 35 56 45
847191 Digital process unit with storage, input output un 28 44 39 40 45
847199 Adp mach & unit, magntc//ptcl readers etc, neso : 6 10 28 26 42
270112 Bituminous coal, not agglomerated 12 20 28 29 37
290250 Styrene 11 10 11 22 35
‘870190 Tractors, nesoi 18 17 29 38 35
480411 Kraftliner, uncoated unbleached in rolls or sheets 14 15 15 12 35
847192 Input or output units for ADP machines 25 20 18 25 35
271000 Qil (not crude) from petroleum and bituminous mineral etc 19 30 42 16 35
071339 Beans nesoi, dried shelled, including seed 13 9 11 38 33
852520 Transmission appr incorporating reception apparats 26 34 39 30 32
730420 Casing etc. for oil & gas drill, iron nesoi & steel 21 20 4 8 31
481131 Paper nesoi, ov150g/m2, bleach, impr or last covr 2 ® 4 |. 24 30
843139 Parts for lifting, handing, loading/unloading machinery nesoi 27 35 27 26 30
150200 Fats, bovine, sheep or goat, raw or rendered 28 19 14 19 29
381121 Additive for lub oil cont petro/bituminous minoil 39 29 20 33 29
271312 Petroleum coke, calcined 29 15 13 17 28
290531 Ethylene glycol (ethanediol) 12 14 10 13 27
870323 Pass veh spk-ig int com rept p eng >1500 nov 3m cc 18 28 27 24 26

' Not elsewhere specified or included.
2 Less than $500,000.

Note.--Due to rounding, figures may not add to the totals shown.

Source: Compiled by staff of the U.S. International Trade Commission from official statistics of the U.S. Department of Commerce.

2-9



Table 2-5

Sub-Saharan Africa: Value of U.S. imports for consumption, by major commodity items, 1991-95

(Million dollars)
|_HTS commodity 1901 | 1992 | 1003 19094 1995

Total of items shown 10,756 | 11,007 11,170 10,793 11,574
270900 | Crude oil from petroleum and bituminous 8,317 8,751 8,617 7,987 8,614
711011 | Platinum, unwrought or powder 443 395 389 498 597
271000 | Oil (not crude) from petroleum and bituminous 196 192 400 397 325
710231 | Diamonds, nonindustrial, unworked 184 183 236 264 285
180100 | Cocoa beans, whole or broken, raw or roasted 211 128 165 123 174
620520 | Men's or boys' shirts, not knit, of cotton 20 31 74 114 122
262090 | Ash and residues nesoi, containing metals 86 133 124 142 121
711021 | Palladium, unwrought or in powder form 39 46 74 97 108
090111 | Coffee, not roasted, not decaffeinated 49 60 53 94 94
260600 | Aluminum ores and concentrates 117 92 96 88 88
711031 | Rhodium, unwrought or in powder form 364 188 94 85 83
720241 Ferrochromium over 4 percent carbon 91 72 39 29 83
620342 | Men's or boys' trousers etc, not knit, cotton 37 46 63 76 74
810510 | Cobalt, unwrought 80 101 61 85 72
710239 | Diamonds, nonindustrial, worked 28 35 50 70 58
720230 | Ferrosilicon manganese 32 31 26 45 53
470200 | Chemical woodpulp, dissolving grades 51 47 36 32 50
170111 ] Cane sugar, raw, solid form, w/o added 56 39 37 71 49
720211 Ferromanganese with over 2 percent carbon 40 33 52 47 49
261400 | Titanium ores and concentrates 53 49 75 54 46
611020 | Sweaters, pullovers etc, knit etc, cotton 29 39 39 41 39
750210 | Nickel, unwrought, not alloyed 30 28 33 43 36
400122 | Technically specified natural rubber 25 29 23 24 36
240120 | Tobacco, partly or wholly stemmed/stripped 438 103 142 64 36
620462_ | Women's or girls' trousers etc not knit, cotton 13 23 31 33 35
090500 | Vanilla beans 45 45 42 40 34
271129 | Petroleum gases etc., in gaseous state, nesoi 0 0 0 0 33
271311 Petroleum coke, not calcined 0 0 0 0 33
261800 | Granulated slag fr iron or steel manufacture 0 0 2 10 25
260200 | Manganese ores and concentrates 31 21 16 23 23
410790 | Leather of animals nesoi, without hair on 9 12 16 27 22
130214 | Vegetable sap & extract of pyrethrum 21 16 17 22 21
721049 | Flat-rolled products of iron or nonalloy steel 0 22 28 27 20
030341 | Albacore/longfinned tunas ex fillet/lvr/roe 2 10 15 16 19
130120 | Gum arabic 12 8 6 25 19

Note.--Due to rounding, figures may not add to the totals shown.

Source: Compiled by staff of the U.S. International Trade Commission from official statistics of the U.S. Department of Commerce.
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Table 2-6

Sub-Saharan Africa: Major U.S. export markets, 1991-95

(Million dollars)
Country 1991 1992 1993 1994 1995
South Africa 2,060.5 2,383.3 21445 2114.9 2696.5
| Nigeria 824.1 980.2 875.2 500.6 589.7
Angola 186.8 155.3 167.5 196.7 258.8
Céte d'lvoire 79.4 86.4 87.7 110.1 172.3
Ghana 140.7 119.7 211.3 121.4 166.7
Ethiopia 210.0 249.3 136.1 142.4 146.8
Zimbabwe 52.7 142.2 83.1 922 120.2
Kenya 91.0 123.0 115.5 168.5 112.6
Zaire 61.2 32.3 35.1 39.4 76.8
Senegal 75.8 76.8 68.9 42.2 67.1
Guinea 85.1 50.9 57.3 47.3 66.3
Tanzania _325 30.8 32.8 48.8 66.1
Cengo 43.1 59.4 27.4 37.9 54.4
Gabon 84.3 54.7 474 40.1 53.9
Mozambique 100.9 149.6 39.4 39.3 49.0
All other countries 587.8 597.0 567.8 596.7 601.7
Total _4.7159 5299.9 4.697.0 43385 52990
Note.--Due to rounding, figures may not add to the totals shown.
Figure 2-2 ,
Sub-Saharan Africa: U.S. major trading partners, value shares, 1995
Percent
U.S. Exports
South Africa 50.9
Nigeria 37.7
U.S. Imports

Angola 17.8

Céte d'lvoire 1.7
Mauritius 1.8
Zaire 2.1

South Africa 17.1 Gabon 12.1

Source: Compiled by staff of the U.S. International Trade Commission from data supplied by the U.S. Department of
Commerce.
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Major import suppliers from Sub-Saharan Africa include Nigeria, Angola, South Africa, and Gabon (table
2-7 and figure 2-2). These four countries accounted for 84.7 percent of U.S. imports from Sub-Saharan
Africa in 1995, up from 82.4 percent in 1994.° Imports from Gabon experienced the largest increase, 26.8
percent, during 1994-95, followed by imports from Angola (10.9 percent), South Africa (9.4 percent), and
Nigeria (6.2 percent). Imports from Gabon, Angola, and Nigeria are largely concentrated in the energy-
related products sector, particularly in crude oil which accounted for 93 to 98 percent of U.S. imports from
these countries in 1995. Imports from South Africa are diversified across a large number of sectors.

U.S. Imports Under the Generalized System of Preferences

The U.S. Generalized System of Preferences (GSP) provides duty-free treatment for imports of eligible
articles from developing countries to promote economic development through trade. To participate in this
program, a country must be designated as eligible for GSP benefits, and the products imported must be
eligible for the program. During 1995, the United States imported GSP-eligible items from 34 countries in
Sub-Saharan Africa.® Most products in the energy-related products sector, the largest sector for total U.S.
imports from Sub-Saharan Africa, and most textiles and apparel and footwear are not eligible for GSP
treatment.

The GSP program expired on July 31, 1995, with the result that GSP-eligible imports were subject to column
1 general rates of duty after that date. Legislation signed by the President on August 20, 1996, reauthorized
the program retroactively from August 1, 1995 and extended it through May 1997.” The legislation also
authorizes the U.S. Department of the Treasury to reimburse eligible importers for duties paid on GSP-
eligible products since August 1, 1995. The impact of the uncertainty related to reauthorization of the GSP
program on U.S. imports from Sub-Saharan Africa during the latter part of 1995 is not clear. In the case of
Botswana, information provided by the U.S. Embassy indicates that expiration of the program undermined
the competitiveness of certain firms in Botswana in selling goods in the U.S. market.?

Imports from Sub-Saharan Africa entering under GSP rose from $328.6 million in 1994 to $488.8 million
in 1995, or by 48.7 percent (table 2-8). Such imports rose to 3.8 percent by value of total U.S. imports from
the region in 1995, up from 2.7 percent in 1994.° The increase in imports under GSP from Sub-Saharan
Africa during 1994-95 was largely due to higher imports from South Africa, which became eligible for the
program in May 1994, Imports from South Africa entering under GSP rose from $181.2 million in 1994 to
$357.0 million in 1995, or by 97.0 percent, and amounted to 73.1 percent of GSP imports from the region

% Ibid. for value shares for U.S. imports from Sub-Saharan African countries in 1994.

¢ Fourteen countries in Sub-Saharan Africa did not export any products to the United States under GSP in 1995:
Cape Verde, Chad, Congo, Equatorial Guinea, Eritrea, Gabon, Guinea-Bissau, Liberia, Mauritania, Nigeria,
Rwanda, S3o Tomé and Principe, Somalia, and Sudan. Among these countries, Liberia, Mauritania, and Sudan are
beneficiary countries that have been suspended from eligibility due to the President's determination that these
countries were not affording internationally recognized worker rights. Nigeria, Gabon, and Eritrea are not
beneficiary countries.

7 Public Law 104-88.

¥ U.S. Department of State cable “USITC Study on Africa Trade Flows,” message reference No. 003450,
prepared by U.S. Embassy, Gaborone, Aug. 1, 1996. This message specifically indicates that certain gold jewelry
makers reported difficulties in competing with Mexican firms for U.S. sales.

® Total U.S. imports under GSP in 1995 amounted to $18.3 billion in 1995. See USITC, The Year in Trade:
Operation of the Trade Agreements Program, USITC publication 2971, Aug. 1996, p. 5-19.
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Table 2-7

Sub-Saharan Africa: Major U.S. import suppliers, 1991-95

Million dollars)

Country 1991 1992 1993 1994 1995
| Nigeria 5373.7 5,071.2 5309.4 4,595.2 48785
|_Angola 1,784.8 2,275.3 2,101.0 2,079.2 2,304.9

South Africa 1,729.0 1,719.9 1,851.0 2,019.7 2,209.6

Gabon 711.6 927.9 922.7 1,232.7 1,563.9

Zaire 302.2 249.7 240.7 187.0 267.4

Mauritius 131.4 136.8 196.4 216.8 229.6

Cote d'lvoire 217.6 187.5 178.2 185.3 214.1

Ghana 151.6 96.4 208.5 198.5 196.1

Congo 409.6 509.8 500.0 403.0 193.5

Kenya 73.8 73.3 92.3 111.0 101.4

Zimbabwe 77.4 130.2 142.3 106.0 96.7

Guinea 123.7 101.4 113.0 92.8 93.1

Lesotho 27.2 52.4 55.7 62.7 61.9

Cameroon 125.7 82.3 101.2 56.3 57.6

Madagascar 46.6 53.5 42.7 56.7 57.2

All other countries 400.8 4154 366.6 448.7 415.1

Total 11.686.7 12,083.0 12.421.8 12,0519 12.940.5

Note.~-Due to rounding, figures may not add to the totals shown.

Source: Compiled by staff of the U.S. International Trade Commission from data supplied by the U.S. Department of Commerce.

in 1995 (table 2-9). Imports under GSP from South Africa are diversified across a number of product sectors,
with imports in the minerals and metals sector accounting for 52.2 percent of such imports in 1995.

Other important Sub-Saharan African suppliers under GSP in 1995 included Zimbabwe, Mozambique,
Swaziland, Mauritius, and C6te d'Ivoire (table 2-9). Imports under GSP from Zimbabwe and Mozambique

rose by 28.4 and 17.1 percent, respectively, while such imports from the other top suppliers fell during 1994-
9s.

Data in table 2-8 indicate that minerals and metals and agricultural products are the largest sectors for GSP
imports, accounting for 45.4 and 16.7 percent, respectively, of such imports from Sub-Saharan Africa in
1995. Imports of ferroalloys accounted for 74.9 percent of imports entering under GSP in the minerals and
metals sector in 1995, whereas four commodities--cane sugar, leather, cocoa paste, and seeds of flowering
plants--accounted for 84.3 percent of the imports of agricultural products. During 1994-95, GSP imports in
the largest sector, minerals and metals, grew by 90.1 percent, while such imports in the agricultural products
sector fell by 24.2 percent, due largely to a decline in imports of cane sugar. Imports entering under GSP
in two fast growing sectors, transportation and chemicals and related products, rose by 142.0 and 100.1
percent, respectively.

Imports under GSP have accounted for significant percentages of U.S. imports from Sub-Saharan Africa in
certain sectors despite their low share in total imports from the region. For example, in 1995, imports of
machinery under GSP accounted for 73.3 percent of sector imports, while imports of miscellaneous
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Table 2-8

Sub-Saharan Africa: U.S. imports under the Generalized System of Preferences, value and share of imports,

by sectors, 1991-95

1992 |

GSP imports 1991 | 1993 | 1994 | 1995
Million dollars:
|_Agricultural products 79.0 414 50.7 107.5 81.5
Forest products 2.1 3.1 4.0 11.4 13.4
Chemicals and related products 1.0 1.3 1.4 30.1 60.5
Textiles and apparel 0.2 1.0 0.6 2.1 3.2
Footwear 0.0 0.1 0.0 0.1 0.1
Minerals and metals 7.1 30.8 59.1 116.6 221.7
Machinery 6] 0.6 0.2 21.5 39.1
Transportation equipment 6 0.0 1.2 11.9 28.8
Electronic products 3.8 4.1 5.3 7.7 12.2
Miscellaneous manufactures 4.5 7.7 16.1 19.8 28.4
Total 97.8 90.1 138.5 328.6 488.8
Percent

| Agricultural products 13.17 6.99 7.56 15.70 11.87
Forest products 3.03 4.61 6.16 16.28 13.31
Chemicals and related products 1.06 1.14 1.05 19.67 26.65
Textiles and apparel 0.10 0.43 0.18 0.51 0.74
Footwear 0.00 3.03 0.00 2.94 4.19
Minerals and metals 0.34 1.60 3.05 5.67 10.35
Machinery 0.09 1.75 0.41 48.66 73.29
Transportation equipment 0.02 0.00 3.96 34.94 53.44
Electronic products 30.79 20.87 26.23 26.91 24.89
Miscellaneous manufactures 26.11 36.12 51.78 34.27 60.96
Total GSP imports 0.84 0.75 1.12 2.73 3.78

' Less than $50,000.

Note.--Due to rounding, figures may not add to the totals shown.

Source: Compiled by staff of the U.S. International Trade Commission from data supplied by the U.S. Department of Commerce.

Table 2-9
Sub-Saharan Africa: Major U.S. import suppliers under the Generalized System of Preferences, 1991-95
(Million dollars)
Country 1991 1992 1993 1994 1995
South Africa 0.0 0.0 0.0 181.2 357.0
Zimbabwe 10.0 15.7 35.3 40.2 51.6
Mozambigue 9.9 7.4 0.1 17.2 20.1
Swaziland 19.4 8.8 8.7 19.4 10.9
Mauritius 19.7 7.4 18.2: 15.7 10.5
Céte d'lvoire 12.1 6.5 13.5 10.7 7.9
Madagascar 3.6 6.2 1.3 7.8 6.7
Kenya 5.4 5.0 7.2 9.1 6.6
Cameroon 3.6 1.2 3.2 14 2.3
Botswana 0.7 0.4 0.8 0.5 2.1
All other countries 13.4 31.5 50.2 25.4 13.0
Total 97.8 90.1 138.5 328.6 488.8

Note.--Due to rounding, figures may not add to the totals shown.

Source: Compiled by staff of the U.S. International Trade Commission from data supplied by the U.S. Department of Commerce.
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manufactures and transportation equipment accounted for 60.9 and 53.4 percent, respectively, of sector
imports from the region under the program.

Average Tariffs and Dutiable Values

Average trade-weighted tariffs on U.S. imports from Sub-Saharan Africa in 1994 and 1995 are shown in
figure 2-3. The overall average trade-weighted tariff for all U.S. merchandise imports from Sub-Saharan
Africa was 1.7 percent ad valorem equivalent (AVE) in 1995, down from 1.9 percent in 1994. The highest
average tariffs on U.S. dutiable imports in 1995 were on textiles and apparel (17.8 percent AVE), footwear
(10.5 percent AVE), agricultural products (8.2 percent AVE), and chemicals and related products (6.5 percent
AVE). The lowest average trade-weighted tariffs in 1995 were on energy-related products (0.62 percent
AVE), machinery (2.9 percent AVE), and transportation equipment (3.4 percent AVE). Changes in the sector
average trade-weighted tariffs during 1994-95 reflect changes in the mix of products imported by the United
States from Sub-Saharan Africa in each sector as well as reductions in tariffs enacted under the Uruguay
Round. ’

In 1995, 67.0 percent of the value of U.S. imports from Sub-Saharan Africa was subject to import duties,
down from 69.2 percent in 1994 (figure 2-4)."° Imports of energy-related products accounted for 90.7 percent
of these dutiable imports in 1995. Excluding energy-related products, dutiable imports accounted for 20.7
percent of the remaining imports from Sub-Saharan Africa. Most of the imports in the textiles and apparel,
footwear, and energy-related product sectors are dutiable, whereas the shares of dutiable imports in other
sectors ranged from 2.0 percent (forest products) to 42.2 percent (electronic products).

Antidumping and Countervailing Duty Actions

Imports from Sub-Saharan African countries are currently the subject of three antidumping duty orders. The
antidumping duty orders apply to importers of furfuryl alcohol from South Africa," low-fuming brazing
copper rod and wire from South Africa,' and carnations from Kenya.”® A countervailing duty order issued
by the Department of Commerce (Commerce) on imports of carbon steel wire rod from Zimbabwe' was
revoked by Commerce in September 1995% following a negative injury investigation by the International
Trade Commission (Commission).'®

Imports of standard carbon steel pipe from South Africa were involved in an ongoing antidumping
investigation during 1995 and 1996. The Commission made an affirmative preliminary injury determination
in that investigation in June 1995;" Commerce made its preliminary antidumping determination on

19 Data in figure 2-4 do not include the value of imports under the GSP program on which duties were paid
following the expiration of the program on July 31, 1996.

' For notice of the order, seé¢ 60 F.R. 32302 (June 21, 1995).

2 For notice of the order, see 51 F.R. 3640 (Jan. 29, 1986).

1 For notice of the order, see 52 F.R. 13490 (Apr. 23, 1987).

" For notice of the order, see 51 F.R. 29292 (Aug. 15, 1986).

' For notice of the order, see 60 F.R. 50553 (Sept. 29, 1995).

' Commission inv. No. 753-TA-32, Carbon Steel Wire Rod from Zimbabwe; notice of the Commission’s
investigation determination was published in the Federal Register of Sept. 27, 1995 (60 F.R. 49857).

17 Notice of the Commission’s preliminary investigation determination was published in the Federal Register of
June 28, 1995 (60 F.R. 33428).
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Figure 2-3

Sub-Saharan Africa: U.S. trade-weighted average tariffs by dutiable value, by sectors, 1994-1995
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Figure 2-4

Sub-Saharan Africa: U.S. dutiable imports by share of sector imports, 1994-1995
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November 30, 1995.® However, on June 18, 1996, the Commission made a negative final injury
determination and no antidumping duty order was issued.”

U.S.-Africa Services Trade

International transactions in services are conducted in two ways. First, services may be sold by a firm in one
country to consumers in another, with people, information, or money crossing national borders. These are
referred to as “cross-border transactions™ and they appear explicitly as imports and exports in the balance of
payments. Second, services may also be provided to foreign consumers through affiliates established abroad.
These are referred to as “affiliate transactions” and the income generated by such affiliates appears as
investment income in the balance of payments.

Data pertaining to U.S. trade in services with Sub-Saharan Africa are limited. There is a paucity of country-
specific detail and a pronounced time lag in terms of data availability. Country-specific detail on cross-border
transactions is limited to the United States’ largest trading partner in the region, South Africa. Beyond this,
data on cross-border transactions are available only for the continent of Africa. The latest year for which
cross-border services trade data are available for South Africa and the African continent is 1994.

Country-specific detail regarding sales by African affiliates of U.S. firms is limited to South Africa and
Nigeria, and the data series available extends only through 1993. Country-specific information pertaining
to sales by U.S.-based affiliates of African firms is available only for South Africa.

Cross-border Transactions

U.S. cross-border exports of services to Africa amounted to $1.3 billion in 1994, accounting for less than
1 percent of total U.S. cross-border service exports (figure 2-5, table 2-10). During 1991-94, U.S.
cross-border service exports to Africa increased by an average of 4 percent per year. At $401 million, U.S.
cross-border service imports from Africa were also relatively small, accounting for less than 1 percent of all
U.S. service imports (table 2-11). Cross-border service imports from Africa increased by an annual average
of 8 percent during 1991-94. During 1993-94, the cross-border trade surplus with Africa decreased by
8 percent, from $965 million to $886 million, due principally to increased U.S. imports of telecommunication
and professional services and decreased U.S. exports of education services.

In 1994, professional services and education services” accounted for 69 percent of total U.S. cross-border
service exports to the African continent. Telecommunication services accounted for 55 percent of total cross-
border imports of services from Africa. The United States records relatively large imports of
telecommunication services from Africa because most calls between the United States and Africa originate
in the United States, whose carriers collect fees for the calls and subsequently divide these receipts with
African carriers. Since payments are made to foreign carriers, these transactions are recorded as imports.

'® Commerce inv. No. A-791-803. Commerce’s preliminary determination was published in the Federal Register
of Nov. 30, 1996 (60 F.R. 61533).

1 Commission inv. No. 731-TA-733 (Final), Circular Welded Non-Alloy Steel Pipe from South Africa. Notice of
the Commission’s negative final determination was published in the Federal Register of June 18, 1996 (61 F.R.
35814).

% ys. Department of Commerce, Bureau of Economic Analysis (BEA), “U.S. International Sales and Purchases
of Private Services,” Survey of Current Business, Sept. 1995.

2-17



Figure 2-5
U.S. trade in services with Africa: Exports, imports, and trade balance

Cross-border transactions, 1991-1994
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Sources: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Sept,
1995; ibid., U.S. Direct Investment Abroad, Revised 1992 Estimates, June 1995, tables Ili-F-17 and F-22;

ibid., Foreign Direct Investment in the United States, Preliminary 1993 Estimates, June 1995; and ibid., Foreign
Direct Investment in the United States, 1992 Benchmark Survey, Final Results, Sept. 1995, table E-15.
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Table 2-10

Total Africa and South Africa: U.S. cross-border service exports, 1991-94

(Million dollars)
Total Africa South Africa
Service
1991 | 1992 | 1993 | 1994 | 1991 | 1992 | 1993 | 1994
Royalties and license fees 57 47 66 64 35 35 51 51
Education 330 320 311 303 " 1 5 5
Insurance? 1 6 5 -1 2 2 2 2
Telecommunications 105 81 81 92 ) 16 18 20
Financial services 17 30 55 45 ¢ ) @) ¢)
Professional 442 549 557 579 78 74 77 76
- Advertising 2 3 2 1 9] 1 1 1
- Computer 27 46 47 53 23 16 12 25
- Database 2 4 4 7 1 4 2 4
- Research and development 41 18 37 33 1 §) 1 M
- Management, consulting, and 66 79 93 104 5 3 5 6
public relations services

- Legal services 3 4 6 5 1 2 2 3
- Construction-related services 118 210 182 166 35 28 36 15
- Industrial engineering 33 8 9 6 3 $) 0] "
- Equipment-related services 53 66 62 98 6 14 11 15
- Other professional services 98 110 115 106 2 6 7 6
Film rentals 20 27 17 15 19 24 15 13
Other 170 177 185 190 ¢ ¢ ¢ é
Total* 1142 | 1237 | 1277 | 1287 175 179 191 199

' Less than $500,000.

2 Insurance exports are the difference between premiums received from foreign policyholders and claims collected
by foreign policy-holders. Exports are entered as a debit on the balance of payments when the claims collected by

foreign policyholders exceed their premiums.

® Data have been suppressed to avoid disclosure of individual company data.
* 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, “U.S. International Sales and Purchases of
Private Services,” Survey of Current Business, Sept. 1995, pp. 82-102.
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Table 2-11
Total Africa and South Africa: U.S. cross-border service imports, 1991-94

(Million dollars)
Total Africa South Africa
Service
1991 1992 1993 1994 1991 1992 1993 1994
Royalties and license fees (" 2 O 4 () O () 4
Education 9 12 13 18 0] Q) Q) o)
Insurance? -2 9] -2 3 -1 -2 -1 Q)
Telecommunications 202 181 189 220 Y] O 'y Q)
Financial services 1 1 3 9 1 ®) 1 5
Professional 93 88 90 125 3 11 10 14
- Advertising %) 0) 2 2 0 %) 1 1
- Computer 0 O ¢) () 0 O (" )
- Database " (" " (") 0 " §) O
- Research and 12 11 9 14 O 1 1 2
development
- Managment, consulting, 16 15 14 20 " 2 " 1
and public relations
- Legal services 2 2 2 3 1 1 1 1
- Construction-related 18 8 14 27 0 " " O
services
- Industrial engineering Y] 0 0 0 0 0 0 0
- Equipment-related Q) 2 1 0 0 0 0 0
services
- Other professional 9] 48 47 2 7 5 9
services 59
Film rentals 0 O 0 1 0 0 0 1
Other 18 18 19 21 ® ) ) ®
Total* 321 302 312 401 33 38 48 68

' Less than $500,000.

2 Insurance imports are the difference between premiums paid to foreign insurers and claims received by U.S.
policyholders. Imports are entered as credit on the balance of payments when claims received by U.S. policyholders
exceed premiums paid to foreign insurers.

® Data have been suppressed to avoid disclosure of individual company data.

4 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, “U.S. International Sales and Purchase of
Private Services,” Survey of Cumrent Business, Sept. 1995, pp. 82-102.
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South Africa is the largest market for U.S. service exports in Africa. In 1994, South Africa accounted for 15
percent of total U.S. cross-border service exports to Africa (table 2-10). It appears that sales of rights to
patented industrial processes, telecommunication services, and professional services related to construction
and other equipment accounted for 50 percent of U.S. cross-border exports to South Africa in that year.

Affiliate Transactions

The United States also runs a trade surplus with Africa in affiliate sales (table 2-12). In 1993, majority-owned
African affiliates of U.S. firms recorded sales totaling $793 million® in Africa, while U.S. consumers
purchased services valued at $212 million” from majority-owned U.S. affiliates of African companies,
resulting in a balance of $581 million (figure 2-5). During 1991-93, sales by U.S.-owned affiliates increased
by an average annual rate of 13.5 percent and the U.S. surplus in affiliate transactions by 19 percent.
Petroleum-related services accounted for the bulk of U.S.-owned affiliates’ service exports to African
consumers.

Limited information regarding affiliate transactions is reported for South Africa and Nigeria (table 2-12).2
According to available data, the United States ran a deficit in affiliate transactions with South Africa valued
at $130 million, in 1993 the last year for which data are available. At $165 million, U.S. purchases from
affiliates of South African firms alone accounted for 78 percent of all purchases from affiliates originating
in Africa in 1993. Reportedly, affiliates of South African firms provide a variety of services to U.S.
consumers in the financial services, tourism, courier services, and airline industries.?* In contrast, the data
indicate that sales by South African affiliates of U.S. firms accounted for only 4 percent ($35 million) of total
U.S. affiliate sales to Africa. U.S. firms in Nigeria accounted for 29 percent of total affiliate sales to Africa
in 1993. A large part of U.S.-owned affiliates’ sales in Nigeria are likely in the petroleum sector.

Table 2-12

Africa: U.S. sales of services through U.S.-owned affiliates (exports) and African-owned affiliates
(imports), 1991-93

(Million dollars)
Total Africa South Africa Nigeria
1991 1992 1993 1991 1992 1993 1991 1992 1993
U.S. Exports 616 700 793 35 35 35 117 149 230
U.S. Imports 207 205 212 104 154 165 0 Q) 0
Balance 409 495 581 -69 -119 -130 M O 0
! Not available.

Source: U.S. Department of Commerce , Bureau of Economic Analysis, U.S. Direct Investment Abroad, Revised 1991 Estimates
June 1994, table Ill. F-17; Ibid., U.S. Direct Investment Abroad, Revised 1992 Estimates, June 1995, table Ill. F-17; and Ibid., U.S.
Direct Investment Abroad, Preliminary 1993 Estimates, June 1995, table Ill. F-17; and Ibid., Foreign Direct Investment in the United
States, Revised 1991 Estimates, June 1994, table E-13; Ibid., Foreign Direct Investment in the United States, Preliminary 1993
Estimates June 1995, table E-13; and Ibid., Foreign Direct Investment in the United States: 1992 Benchmark Survey, Final Results,
Sept. 1995, table E-17.

2 1bid., U.S. Direct Investment Abroad, Preliminary 1993 Estimates, June 1995, table III-F-17.

%2 1bid., Foreign Direct Investment in the United States, Preliminary 1993 Estimates, June 1995, table E-13.
# Information pertaining to sales by U.S. affiliates of Nigerian firms is not available.

* Embassy of South Africa, facsimile received by USITC staff, July 10, 1995.
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Investment in Sub-Saharan Africa

Global Investment Trends

Investment flows to Sub-Saharan Africa remain small and are subject to year-to-year fluctuations. For
example, the World Bank estimates that net foreign direct investment flows to Sub-Saharan Africa increased
from $0.9 billion in 1990 to $3.0 billion in 1994 but fell to $2.2 billion in 1995 and accounted for 2.4 percent
of such flows to all developing countries in that year.”

A growing source of foreign investment for Sub-Saharan Africa, particularly since 1992, has been foreign
portfolio investment (FPI). FPI includes bonds issued in international capital markets (portfolio debt flows)
as well as country funds, depository receipts, and direct purchases of stocks by foreign investors (portfolio
equity flows). Growth in FPI has been due to structural adjustment policies in Sub-Saharan Africa, an
emphasis on development of stock exchanges in the region, and to an interest on the part of foreign investors
to diversify their portfolios internationally.

Portfolio debt flows to Sub-Saharan Africa have been highly concentrated in a few countries. For instance,
during 1994-95 only Congo, a first-time borrower, South Africa, and Mauritius had new bond issues.® World
Bank data, on the other hand, indicate that foreign portfolio equity investments have recently flowed into
South Africa, Nigeria, Ghana, Zimbabwe, Namibia, Mauritius, and Céte d’Ivoire.”

There are 11 operative stock exchanges in Sub-Saharan Africa. These include the Johannesburg Stock
Exchange (JSE) in South Africa, which is the 11th-largest stock exchange in the world and the largest
exchange in Sub-Saharan Africa, as well as exchanges in Zambia, Namibia, Ghana, Swaziland, Kenya, Cote
d’Ivoire, Mauritius, Zimbabwe, Botswana, and Nigeria.® The JSE has a market capitalization of $240 billion
and the remaining 10 stock exchanges have a combined capitalization of about $11 billion.”® Most foreign
portfolio equity investments in Sub-Saharan Africa are in the petroleum, mining, chemicals, and plastics
industries.*® According to the World Bank, portfolio equity investment flows to Sub-Saharan Africa
increased from $144 million in 1992 to $860 million in 1994, before falling to $465 million in 1995.3

B

» The World Bank, World Debt Tables, vol. 1 (Washington, DC: The World Bank, 1996).

% The World Bank, World Debt Tables, vol. 1, p. 101,

77 Tbid., vol. 2.

% Mbendi Information Services, “Africa’s Stock Exchanges,” found at http://mbendi.co.za/Mbendi/exaf.htm,
Stock exchanges are scheduled to be open in Tanzania, Uganda, and Malawi during 1996.

» Ibid.

3 Tbid.

3! The World Bank, World Debt Tables, vol. 1, p. 102. According to the World Bank portfolio equity flows
declined globally in 1995 due to higher U.S. interest rates in early 1994 and to the devaluation of the Mexican peso
in late 1994, which eroded investor confidence in emerging market investments.
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U.S. Investment in Sub-Saharan Africa
Recent Trends
According to data from the Department of Commerce,** U.S. direct investment abroad (USDIA) in Sub-

Saharan Africa grew from $3.6 billion at yearend 1994 to $4.5 billion in 1995 or by 25.3 percent, as shown
below (historical-cost basis, million dollars):

Country 1994 1995
South Africa 1,013 1.269
Angola 575 650
Nigeria 322 595
| Cameroon 228 258
Liberia 197 229
Kenya 134 190
Ghana 143 170
Zimbabwe 144 150
| Gabon 157 142
Zaire 58 80
Zambia 52 63
All other 557 691
Total 3580 4 487

USDIA in Sub-Saharan Africa amounted to 0.6 percent of total USDIA in 1995.* Of the total USDIA in
Sub-Saharan Africa in 1995, $1.3 billion, or 28.3 percent, was in South Africa, $650 million, or 14.5 percent,
was in Angola, and $595 million, or 13.3 percent, was in Nigeria. During 1994-95, USDIA in a number of
countries increased significantly. These countries and their growth rates for USDIA include Nigeria (84.8
percent), Kenya (41.8 percent), Zaire (37.9 percent), South Africa (25.3 percent), Zambia (21.2 percent),
Ghana (18.9 percent), Cameroon (13.2 percent), and Angola (13.0 percent).

The available data** on net U.S. portfolio equity flows to Sub-Saharan and other African countries during
1994-95 are shown below (million dollars):

Country 1994 1995
South Africa 164 372
Ghana 32 6
Liberia 13 0
Zaire 4 0
Other Africa 24 -63

U.S. portfolio equity flows were largest to South Africa during 1994-95, increasing by 127 percent. The
lifting of financial sanctions against South Africa precipitated the launching of several international funds
devoted to South Africa, such as Alliance Capital Management’s $100 million Southern African Fund and
Morgan Stanley’s $60 million Africa Fund, which have encouraged foreign portfolio investment in South

%2 U.S. Department of Commerce, facsimile received by USITC staff, July 23, 1996.

3 Department of Commerce, BEA, Survey of Current Business, Sept. 1996, table 17.

3 U.S. Department of the Treasury Financial Management Service, U.S. Treasury Bulletin, Dec. 1995, and June
1996, table CM-V-5.
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Africa.*® Information on U.S. investment in selected countries in Sub-Saharan Africa and the investment
climate is provided in the following section.

Major Countries for U.S. Investment Growth, 1994-95

USDIA in Nigeria is concentrated largely in the petroleum sector. Nigeria is generally not considered to have
a safe investment climate outside of the petroleum sector.®® In an effort to attract foreign investment, Nigeria
altered many of its investment policies in 19957 These changes included allowing foreign investors to
source foreign exchange from wherever they want and eliminating prior limitations on the extent of foreign
ownership. Additionally, the Nigerian National Petroleum Corp. released a recent report announcing that it
will invest $2.8 billion in its oil sector before 1998 to increase its crude oil reserves by 25 percent.® Most
of Nigeria’s petroleum production is controlled by foreign companies.*

USDIA in Kenya is concentrated in the toiletries, cosmetics, and pharmaceutical industries; petroleum
refining and distribution; and vehicle assembly.* In the early 1990s, Kenya began implementing policies to
encourage investment, such as liberalizing foreign exchange controls, decontrolling prices and interest rates,
and developing export processing zones." Kenya also set new guidelines for processing investment
applications through a “one-stop shop.” Additionally, Kenya has wide ranging plans to liberalize its capital
market and to expand the number of companies listed on the 36-year old Nairobi Stock Exchange (NSE).
Between 1992 and 1995, the Government of Kenya privatized 67 out of a possible 212 public sector
enterprises.” As more of these enterprises are privatized, the stocks of these companies are expected to be
listed on the NSE.

Due to its substantial market, its access to other countries in Sub-Saharan Africa, allowed repatriation of
profits, and more market-oriented policies, South Africa is generally considered to have the best foreign
investment climate in Sub-Saharan Africa.® Foreign investors are allowed 100 percent ownership in South
Africa, and foreign investment is not normally screened. USDIA in South Africa is concentrated in
manufacturing, primarily in chemicals, machinery, and equipment, as well as in petroleum and financial
services.

There has been renewed interest in foreign investment in Zambia on account of its structural adjustment
programs, which include plans to privatize numerous state-owned enterprises.* Recent political volatility

3% U.S. Department of Agriculture, Foreign Agricultural Service, “1996 Country Risk Assessment: South
Africa,” July 17, 1995.

% U.S. Department of Commerce, International Trade Administration (ITA), “1996 Country Commercial Guide
for Nigeria,” National Trade Data Bank, 1995.

¥ Ibid.

3 “Nigeria Pours New Investment into Oil Sector,” Comtex Scientific Corp., NewsEDGE/LAN, May 7, 1996.

¥ Ibid.

4 U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Kenya,” National Trade Data
Bank, 1995.

4 Tbid.

“ Tbid.

# U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for South Africa,” National Trade
Data Bank, 1995.

“ U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Zambia,” National Trade Data
Bank, 1995.
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has halted interest on the part of some potential foreign investors to purchase newly privatized enterprises.*
However, the Government of Zambia recently gave exploration and mining rights to 11 foreign mining
companies to encourage private investment in that sector.”* The largest foreign investments in Zambia
involve South African firms and are concentrated in food and beverage processing, hotels, trading, and
agriculture. About 33 U.S. firms have subsidiaries in Zambia. At least four major U.S. firms have taken
leading positions in privatizations conducted by the Zambia Privatization Agency."’

Economic reforms in Ghana, which has large mineral deposits (primarily gold), tropical hardwoods, and
export crops, have been widely praised and have encouraged foreign investment.” USDIA in Ghana is largely
concentrated in mining (gold and aluminum) and in food processing.

USDIA in both Cameroon and Angola is largely concentrated in petroleum. Although Cameroon has an
attractive investment code and laws that favor private enterprise, reportedly these laws are not enforced in
a fair and transparent manner, thus discouraging foreign investment outside of the petroleum sector.”’
Cameroon is currently negotiating with U.S. and other oil companies on a $1.5 billion pipeline project which
will bring oil from Chad to Cameroon.”® In Angola, the oil sector is the most prosperous sector; production
of most non-oil products is limited.”*

The investment climate in Liberia had been damaged by years of political instability, even before the current
civil war which started in December 1989. Nevertheless, several major U.S. investments remain in the
rubber, beverage processing, banking, insurance, petroleum, and security and navigation systems industries.*
The Firestone Natural Rubber Company plantation and rubber processing plant is the largest U.S. company
in Liberia; however, most rubber plantations are not in a production status due to the war. Many other
companies are also operating at a reduced level due to the war.”

The United States is the third largest investor in Zimbabwe, with about 45 U.S. companies operating in the
country in 1995.%* USDIA in Zimbabwe is in production and refining of chrome alloys, engine assembly,
seed conditioning, tobacco processing, and distribution of retail petroleum. Zimbabwe has one of the most
highly skilled labor forces in Africa, but high inflation and interest rates in the country tend to discourage

“ This volatility began in late 1994 when former president Kenneth Kaunda announced his plans to run in
Zambia’s 1996 elections. Kaunda also announced that if he returned to power, he would nationalize all parastatal
firms sold by the current government. Ibid.

4 «Zambia Encourages Private Investment,” Comtex Scientific Corp., NewsEDGE/LAN, June 6, 1996.

47 U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Zambia.”

“ U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Ghana,” National Trade Data
Bank, 1995.

* U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Cameroon,” National Trade Data
Bank, 1995.

% U.S. Department of State cable, “Economic Patterns in Cameroon and the Region,” message reference No.
009347, prepared by U.S. Embassy, Yaounde, Dec. 1995.

5! US. Department of State, “1995 Country Report on Economic and Trade Policy Practices: Angola,” 1995.

%2 U.S. Department of Commerce, ITA, “Liberia--U.S. Business Contacts,” Market Research Report, Apr. 13,
1995.

3 Tbid. ‘

%4 U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Zimbabwe,” National Trade Data
Bank, 1995.
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foreign investment.”

investors.”¢

Additionally, certain sectors of the economy are still “reserved for domestic

Investment Treaties

As noted in the Commission’s last report, the United States has bilateral investment treaties (BITs) in place
with four countries in Sub-Saharan Africa: Cameroon, Congo, Senegal, and Zaire. These treaties guarantee
U.S. investors in these countries that investment terms are no less favorable than those accorded to domestic
or third-country investors. The BITs provide for the unconditional repatriation of capital, the protection of
intellectual property rights, and for access to international forums of arbitration. The U.S. Government is
currently in the process of negotiating a BIT with South Africa, and a double taxation agreement with South
Africa is also being negotiated against a background of an internal review of South Africa's tax system. m

% «(J.8. Urges for Impreving Investment Climate in Zimbabwe,” Comtex Scientific Corp., NewsEDGE/LAN,
Apr. 25, 1996.
% U.S. Department of Commerce, ITA, “1996 Country Commercial Guide for Zimbabwe.”
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CHAPTER 3

Finance, Trade and Development Issues
Affecting U.S-Sub-Saharan Africa Trade
and Investment Opportunities

This chapter presents developments in the World Trade Organization (WTO) affecting Sub-Saharan Africa
as well as information on U.S. trade, economic, and commercial activities affecting Sub-Saharan Africa
during 1995-96. This chapter discusses general developments and overall trends in such activities. Specific
actions taken by countries to meet obligations under the Uruguay Round Agreements (URA) and specific
developments in U.S. trade, economic, and commercial policies likely affecting U.S. trade and investment
with the region in major sectors are discussed in chapter 4. General developments in WTO activities and in
trade and economic assistance for Sub-Saharan Africa during 1995-96 are summarized in table 3-1.

U.S. trade and investment relationships with countries in Sub-Saharan Africa are influenced by a number of
factors. For WTO member countries, these factors include developments in the WTO and actions taken to
implement their obligations under the URA. U.S. export and investment relationships with the region are
additionally affected by policies and programs of the Export-Import Bank of the United States (Eximbank),
the U.S. Trade and Development Agency (TDA), the 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).! The nature and level of U.S. imports from Sub-

Saharan Africa are similarly influenced by developments in the U.S. Generalized System of Preferences
(GSP).

Concessional lending through the International Development Association (IDA) of the World Bank and the
African Development Fund (AfDF) of the African Development Bank (AfDB) plays an important role in
financing economic development programs in the region. The United States is a shareholder in both the
World Bank and the AfDB, thus the United States Government has an important voice in these banks’
operations, and U.S. companies are eligible to bid on their funded procurement opportunities. U.S. economic
assistance programs to Sub-Saharan Africa are largely provided through grants and administered by USAID.?
USAID’s Development Assistance programs in Sub-Saharan Africa assist sustainable development in health,
education, agriculture, finance and business development, population, and building democracy.®> Other
USAID-administered programs in Sub-Saharan Africa include food assistance, disaster assistance, and
balance of payments support through the Economic Support Fund.

! Export programs that are administered by the USDA and targeted to agricultural products are discussed in
chapter 4.

? The USDA administers Title I of Public Law 480 which provides sales of U.S. agricultural commodities using
long-term concessional credit. This program is discussed in chapter 4.

* USAID programs in Sub-Saharan Africa are discussed in the first Commission report on U.S.-Africa trade
flows. See U.S. International Trade Commission (USITC), U.S.-Africa Trade Flows and Effects of the Uruguay
Round Agreements and U.S. Trade and Development Policy, USITC publication 2938, Jan. 1996.
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Table 3-1

Summary of general developments in the World Trade Organization and in muitilateral and U.S. trade and
economic assistance for Sub-Saharan Africa, 1995-96

Institution/activity

1995 assistance levels for Sub-
Saharan Africa

Other developments'

World Trade Organization

Not applicable .

As of July 30, 1996, 33 Sub-
Saharan African countries had
joined the WTO. Activities included
administration and implementation
of the Uruguay Round Agreements,
including actions taken by the WTO
Committee on Agriculture to
implement the Uruguay Round
Decision on Measures Concerning
the Possible Negative Effects of the
Reform Programme on Least-
Developed and Net-Food Importing
Developing Countries. Africa
Initiative involves increased
technical cooperation and
assistance for Africa and a research
project investigating the implications
of the URA for African countries.

Multilateral Economic and Trade Assistance

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

FY 1995 lending commitments of
$2.3 billion, down from $2.8 billion
in FY 1994

Donor countries agreed to a $22
billion funding package for all IDA
loans for FYs 1997-99. The 3-year
funding package includes an Interim
Trust Fund (ITF) for FY 1997 of
about $3.0 billion. U.S. companies
will not be able to bid on
procurement of goods and services
for projects funded through the ITF,
due to the U.S. decision not to
contribute to the ITF. Staff are
working with the International
Monetary Fund on a debt relief
initiative.

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

As of June 30, 1995, MIGA's
investment guarantees in Sub-
Saharan Africa amounted to $40.4
million, or 2.5 percent of MIGA's
total guarantee portfolio.

MIGA issued its first guarantee
contracts to South Africain FY 1995
for investments in a steel slag
processing plant. Two guarantees
were also issued for a joint venture
in Uganda to clean, grade, and bag
high-quality coffee beans for export
to Europe.

The World Bank Group:
International Finance
Corporation (IFC)

The IFC approved $431 million in
loans for private sector projects in
21 countries in Sub-Saharan Africa
in FY 1995,

¥ Jan. 1995 - Aug. 1996.
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Table 3-1--Continued
Summary of general developments in the World Trade Organization and in multilateral and U.S. trade and
economic assistance for Sub-Saharan Africa, 1995-96

Institution/activity

1995 assistance levels for Sub-
Saharan Africa

Other developments'

Multilateral Economic and Trade Assistance--Continued

African Development Bank Group

FY 1995 lending of $472.9 million,
down from $1,426.9 million in FY
1994,

In May and June 1996, donors
agreed to a package of about $3.0
billion for lending by the Affican
Development Bank Fund during
FYs 1996-98. Management reforms
instituted during FYs 1995 and
1996. South Africa became a
member as of Dec. 31, 1995.

International Monetary Fund
(IMF)

Net IMF concessional loan
disbursements to Sub-Saharan
Africa in 1995 amounted to $1.5
billion, up from $461.3 million in
1994. A loan to Zambia accounted
for 67 percent of disbursements in
1995.

Currently working on an initiative to
provide debt relief to heavily
indebted poor countries. Possibly
16 to 19 countries in Sub-Saharan
Aftica could be eligible for this
initiative.

Paris Club debt relief

Bilateral agreements for debt relief
between the United States and six
Sub-Saharan African countries,
representing a total of $188.7 million
in nonconcessional debt, entered
into force in FY 1995,

Paris Club debt relief, using the
“Napies Terms,” allows creditors to
reduce debt service and debt stock
up to 67 percent.

U.S. Economic and Trade Assistance

Export-import Bank of the United
States

Suppott in Sub-Saharan Africa was
$2.8 billion as of Dec. 31, 1995,
down from $3.2 billion in 1994,

Botswana, Ghana, Lesotho,
Mauritius, Namibia, Seychelles,
South Aftica, Swaziland, and
Zimbabwe were eligible for all
programs, and Benin, Gabon,
Kenya, and Uganda were eligible
for some programs.

U.S. Trade and Development
Agency (TDA)

TDA's obligations in Sub-Saharan
Africa amounted to $3.9 million
during FY 1995, up from $2.8 million
in FY 1994.

TDA began to require
reimbursement for its contributions
to successful projects in 1995. This
fee is collected after the U.S.
beneficiary of TDA's support
implements its project.

Overseas Private Investment
Corporation (OPIC)

OPIC support in Sub-Saharan Africa
amounted to $173.7 million in FY
1995, down from $236.5 million in
FY 1994,

Established the New Africa
Opportunities Fund, a privately-
managed equity fund, to encourage
entrepreneurship in South Africa
and neighboring countries in 1995.
As of Aug. 31, 1996, OPIC
programs were suspended in six
countries--Burundi, Gambia,
Liberia, Mauritania, Sudan, and
Nigeria. Comoros and Seychelles
do not have OPIC investment
agreements.

' Jan. 1995 - Aug. 1996.
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Table 3-1-Continued

Summary of general developments in the World Trade Organization and in multilateral and U.S. trade and
economic assistance for Sub-Saharan Africa, 1995-96

Institution/activity

1995 assistance levels for Sub-
Saharan Africa

Other developments'

U.S. Economic and Trade Assistance--Continued

U.S. Generalized System of
Preferences (GSP)

U.S. imports from Sub-Saharan
Africa under GSP rose from $328.6
million in 1994 to $488.8 million in
1895. Imports from South Africa
amounted to 73.1 percent of GSP
imports from the region in 1995.

Expired on July 31, 1995.
Legislation signed into law on Aug.
20, 1996, renewed the program
until May 31, 1997. The law allows
products from least developed
countries to be added to the GSP
list provided such imports would
have only a minimal impact on the
U.S. industry.

Development Assistance and
other U.S. economic assistance
programs

U.S. bilateral assistance programs
in Sub-Saharan Africa administered
by the U.S. Agency for International
Development and the U.S.
Department of Agriculture

The Development Fund for Africa
was discontinued in FY 1996.
Development Assistance programs
for Africa are now funded through
the Development Assistance Fund.

amounted to $1.5 billion in FY 1995,
down from $1.6 billion in FY 1994.

*Jan. 1995 - Aug. 1996.

Source: Compiled by the staff of the U.S. International Trade Commission.

Developments in the World Trade Organization

Developments in the WTO during 1995-96 were centered around the implementation and administration of
the URA. General institutional, organizational, and procedural matters undertaken by the WTO included the
establishment of various Councils, Committees, and other bodies; the appointment of office-bearers; and the
installation of procedures with respect to notification and review of commitments and policies, consultations,
dispute settlement, technical cooperation, and other matters. As the period progressed and the necessary
administrative structures were established, the WTO began operational activities, such as conducting trade
policy reviews, notification surveillance, dispute panels, trade monitoring, and seminars and courses.

During 1995-96, the WTO conducted regional and national seminars, workshops, and technical missions and
had ongoing staff contact with officials in member countries, including those in Sub-Saharan Africa. The
WTO held two workshops on notification requirements, two dispute settlement courses, several trade policy
courses, and a special training course on dispute settlement procedures and practices which were available
to WTO member countries in Sub-Saharan Africa.*

* WTO, Committee on Trade and Development, Report on Technical Cooperation, document WT/COMTD/
W/14, May 15, 1996.
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Membership Status

The membership status of countries in Sub-Saharan Africa with respect to the WTO is shown in table 3-2.
By July 30, 1996, 33 countries in the region had joined the WTO, with nine additional countries--Benin,
Buriindi, Cameroon, Guinea, Madagascar, Mozambique, Niger, Rwanda, and Sierra Leone--joining since the
last Commission report. The WTO is still considering accession requests by Seychelles and Sudan. No
additional Sub-Saharan African countries have requested to join the WTO since the last Commission report.’

Sub-Saharan African URA Obligations and Technical Assistance

The WTO has recognized the special needs of developing and least developed countries from its inception.
All countries in Sub-Saharan Africa except South Africa are in these categories.® This recognition is
embodied in various provisions of the URA that allow for a reduction in the scope of obligations, longer
phase-in periods, and reduced notification requirements for these countries.” For example, Article XI 2. of
the Agreement Establishing the World Trade Organization states that “The least-developed countries
recognized as such by the United Nations will only be required to undertake commitments and concessions
to the extent consistent with their individual development, financial and trade needs or their administrative
and institutional capabilities.” The following URA contain specific articles regarding special and differential
treatment for developing countries and least-developed country members: Agreement on Agriculture® (article
15), Agreement on the Application of Sanitary and Phytosanitary Measures® (SPS Agreement) (article 10),
Agreement on Technical Barriers to Trade'? (article 12), Agreement on Trade-Related Investment Measures'
(article 4), Implementation of Article IV of the General Agreement on Tariffs and Trade 1994'? (article 15),

5 Countries in Sub-Saharan Africa that have not made requests to join the WTO include Cape Verde, Comoros,
Equatorial Guinea, Eritrea, Ethiopia, Liberia, S80 Tomé and Principe, and Somalia.

¢ Developing countries in Sub-Saharan Africa include Botswana, Cameroon, Congo, Cote d’Ivoire, Gabon,
Ghana, Kenya, Mauritius, Namibia, Nigeria, Senegal, Seychelles, Swaziland, and Zimbabwe. Least developed
countries in Sub-Saharan Africa include Angola, Benin, Burkina, Burundi, Cape Verde, Central African Republic,
Chad, Comoros, Djibouti, Equatorial Guinea, Eritrea, Ethiopia, Gambia, Guinea, Guinea-Bissau, Lesotho, Liberia,
Madagascar, Malawi, Mali, Mauritania, Mozambique, Niger, Rwanda, S0 Tomé and Principe, Sierra Leone,
Somalia, Sudan, Tanzania, Togo, Uganda, Zaire, and Zambia. These country categories are defined by the Economic
and Social Council of the United Nations.

7 Notification obligations in Annex 1A of the WTO Agreement are compiled in WTO document G/NOP/W/14,
May 20, 1996.

¥ Agreement on Agriculture, Final Agreement Embodying the Results of the Uruguay Round of Multilateral
Negotiations. .

® Agreement on the Application of Sanitary and Phytosanitary Measures, Final Act Embodying the Results of the
Uruguay Round of Multilateral Negotiations.

1 Agreement on Technical Barriers to Trade, Final Act Embodying the Results of the Uruguay Round of
Multilateral Negotiations.

1 Agreement on Trade-Related Investment Measures, Final Act Embodying the Results of the Uruguay Round of
Multilateral Negotiations.

12 Agreement on Implementation of Article IV of the General Agreement on Tariffs and Trade 1994, Final Act
Embodying the Results of the Uruguay Round of Multilateral Negotiations.

3-5



Table 3-2
Sub-Saharan Africa: Status under the General Agreements on Tariffs and Trade (GATT) and the
World Trade Organization (WTO), by country, as of July 30, 1996

WTO member countries (33)

Benin Mali
Botswana Mauritania
Burkina Mauritius
Burundi Mozambique
Cameroon Namibia
Central African Republic - Niger
Cote d’Ivoire Nigeria
Djibouti Rwanda
Gabon Senegal
Ghana Sierra Leone
Guinea South Africa
Guinea-Bissau Swaziland
Kenya Tanzania
Lesotho Togo
Madagascar Uganda
Malawi Zambia
Zimbabwe

GATT member countries but not yet WT'O members (5)

Angola Congo
Chad Gambia
Zaire

Countries that have made formal requests
for WTO accession (2)

Seychelles Sudan

Source: World Trade Brganization, membership list, found at http://www.wto.org/membat2_ wpf.html.

Implementation of Article VII of the General Agreement on Tariffs and Trade 1994'? (article 20), Agreement
on Subsidies and Countervailing Measures™* (article 27), and Agreement on Safeguards'® (article 9).

In addition to the specific articles mentioned above, the Decision On Measures In Favor Of Least-Developed
Countries affirms preferential treatment for the least developed countries and mandates continuing WTO

1 Agreement on Implementation of Article VII of the General Agreement on Tariffs and Trade 1994, Final Act
Embodying the Results of the Uruguay Round of Multilateral Negotiations.

14 Agreement on Subsidies and Countervailing Measures, Final Act Embodying the Results of the Uruguay
Round of Multilateral Negotiations.

' Agreement on Safeguards, Final Act Embodying the Results of the Uruguay Round of Multilateral
Negotiations.
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consideration and support.'® The Decision on Measures Concerning the Possible Negative Effects of the
Reform Programme on Least-Developed and Net Food- Importing Developing Countries'’ committed the
WTO to establish mechanisms to ensure that the Agreement on Agriculture does not adversely affect the
availability of food aid to developing countries.'®

The WTO Committee on Trade and Development (CTD) was given specific responsibility for matters
concerning least-developed WTO members.'® During 1995-96, the CTD created the Subcommittee on Least-
Developed Countries, organized a workshop to help members meet notification requirements, and reviewed
trade issues affecting developing countries.”* The CTD focused on three main issues regarding developing
and least-developed WTO members during this period: guidelines for providing technical assistance;
implementation of WTO commitments; and, the integration of these members into the multilateral trade
system.?!

Activities of the WTO Committee on Sanitary and Phytosanitary Measures during 1995-96 centered on
technical assistance and special and differential treatment for developing and least-developed country
members.? Technical assistance activities included Committee meetings, regional seminars, and ongoing
contact with country representatives. Two regional seminars were held in Dakar, Senegal, and Pretoria, South
Africa, in November 1995. The seminars, held in conjunction with the Codex Alimentarius Commission, the
International Office of Epizootics, the International Plant Protection Convention, and the World Health
Organization, were designed to educate developing and least developed countries regarding the content and
requirements of the SPS Agreement.® There were no activities regarding special and differential treatment
during the period, inasmuch as no developing country had yet requested exceptions from obligations under
article 10 of the SPS Agreement regarding special and differential treatment.

Activities in other WTO committees and organs during the period under review mainly included establishing
procedures regarding notification and other obligations, reviewing member policies, and providing technical
assistance to help members understand commitments and meet obligations.* For the most part, these
activities did not specifically target Sub-Saharan African members. Following is a summary of relevant
activities in WTO bodies specifically affecting Sub-Saharan African members during the period under
review:?

'* Decision On Measures In Favor Of Least-Developed Countries, Final Act Embodying the Results of the
Uruguay Round of Multilateral Negotiations.

17 Decision on Measures Concerning the Possible Negative Effects of the Reform Programme on Least-
Developed and Net Food-Importing Developing Countries, Final Act Embodying the Results of the Uruguay Round
of Multilateral Negotiations.

'® Particularly with respect to the decrease in export subsidies that could result in higher food prices and lower
availability.

¥ Article IV 7. of the Agreement Establishing the World Trade Organization.

2 Renato Ruggiero, “Overview of WTO’s First Year,” WTO Focus , Dec. 1995, p. 7.

2! USITC staff telephone interview with an official of the WTO Committee on Trade and Development, Aug. 1,
1996.

2 WTO internal report, Work On Development-Related Provisions Undertaken In The Committee on Sanitary
And Phytosanitary Measures, requested by the Chairman of the Committee on Trade and Development, July 1996.

® WTO, WTO Focus, Aug.-Sept. 1995, p. 12.

# Renato Ruggiero, “Overview of WTO’s First Year,” WTO Focus, Dec. 1995, pp. 5-17.

» Unless otherwise specified, the information in this summary is from Office of the United States Trade
Representative (USTR), 1995 Annual Report of the President of the United States on the Trade Agreements
Program, found at http://www.ustr.gov/reports/tpa/1996.
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Committee on Market Access--This Committee reviewed, verified, and approved
schedules of concessions on agricultural and industrial products for developing
countries that were given an extra year to submit the schedules and for countries that
acceded to the WTO under special provisions for former colonies.

Working Party on Notifications--This Working Party analyzed the issue of assistance
to developing countries in meeting notification obligations and indicated it will offer
recommendations to the WTO General Council by the end of 1996 on streamlining the
requirements.

Committee on Trade and the Environment--This Committee considered a request by
Nigeria to draft an agreement regarding trade in goods that are exported but are
prohibited for domestic sale.

Committee on Balance of Payments Restrictions--This Committee held full
consultations with Nigeria and South Africa during 1995-96 regarding restrictive trade
measures taken for balance of payments considerations.*

General Council--Under the direction of the General Council, the various bodies of the
WTO are making preparations for the first WTO Ministerial Conference to be held in
Singapore during December 9-13, 1996. These preparations include determining
priority issues for the Conference agenda and drafting progress reports on WTO
activities and compliance with URA commitments. The General Council announced
that it will prepare a comprehensive report for Ministerial review in the fall of 1996.

Other--The Market Access Committee and the Council for Trade in Goods approved
requests for the extension of waivers under Article IX of the Agreement Establishing
the World Trade Organization by Senegal and Zambia concerning renegotiation of
their schedules of commitments.”’ The Trade in Services Division held a conference
on regional African telecommunications in Cote d’Ivoire during May, 1995.

WTO Committee on Agriculture

Inasmuch as agriculture accounts for a substantial share of the economies of Sub-Saharan African countries,
activities in the WTO Committee on Agriculture can have an important impact on these countries. WTO
Committee on Agriculture activities during 1995-96 mainly involved the establishment of working procedures
and notification requirements and obligations; administration of substantive elements of the Agreement on
Agriculture (such as concessions and notifications); administration of the Decision on Measures Concerning
the Possible Negative Effects of the Reform Programme on Least-Developed and Net Food-Importing

Developing Countries (NFDIC); and, preparations for the first WTO Ministerial Conference.®

% South Africa eliminated balance of payments measures, and consultations with Nigeria are to continue in

Sept. 1996.

¥ U.S. Department of State, “Instructions for WTO General Council,” message reference No. 149084, prepared

by the Secretary of State, Washington, D.C., July 18, 1996.
% WTO internal report on Work On Development Related Provisions In The Committee On Agriculture
requested by the Chairman of the Committee on Trade and Development, July 1996.
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Substantive actions taken by the Committee during this period include the modification of notification
obligations, administering the NFIDC Decision, and providing technical assistance. Least developed
countries are now required to notify the WTO regarding domestic support every 2 years, as opposed to
annually. Developing countries may now request that certain elements of required notification be set aside.
The Committee established a list of net food-importing developing countries, which comprises the least
developed countries and 15 developing country members.* Technical assistance was provided through
contacts and seminars at WTO headquarters in Geneva, through remote contacts (telephone, fax, etc.), and
through missions to member countries. Such assistance in Sub-Saharan Africa dealt mainly with details
regarding obligations under the URA, including notification requirements and procedures.

WTO Africa Initiative

The WTO’s Africa Initiative was instituted in 1995 to encourage the growth and diversification of Africa’s
international trade. This initiative mainly involves increased technical cooperation and assistance and a
research project investigating the implications of the URA for African countries. The initiative responds to
concerns expressed by African members regarding reduced trading preferences in their export markets and
rising food prices resulting from the URA.*® Activities related to technical cooperation and assistance have
included missions to African countries to assist in the understanding of the contents and obligations of the
URA.*' Additionally, the Director-General of the WTO traveled to Cote d’Ivoire, Ghana, South Africa,
Kenya, and Tanzania in connection with technical cooperation efforts.> The WTO also established a
technical assistance fund for least developed countries. The fund was financed largely by a $2.5 million
contribution from the Government of Norway.” Another grant of 1.1 million ECUs was made by the
European Union (EU) to finance eight WTO seminars in the Africa, Caribbean, and Pacific region (six in
Africa) regarding the results of the URA.**

Another element of the WTO’s Africa Initiative is increased cooperation with other intergovernmental
organizations, particularly the United Nations Conference on Trade and Development (UNCTAD) and the
International Trade Center, to coordinate efforts to assist countries in the region. The first high-level meeting
between the WTO and UNCTAD took place on January 11, 1996, in connection with the initiative,* and the
Director-General of the WTO attended the UNCTAD IX conference held in Midrand, South Africa, during
April 27- May 11, 1996. UNCTAD, in connection with the cooperative effort with the WTO, announced its
Special Initiative on Africa on March 15, 1996, to facilitate trade and investment in the region.*® In another
related development, the World Association of Investment Promotion Agenmes approved the establishment
of an African chapter on May 4, 1996, to improve regional investment activities.”’

# USITC staff telephone conversation with an official of the WTO Committee on Agriculture, July 30, 1996.
Developing countries in Sub-Saharan Africa that were designated as net-food importers include Cote d’Ivoire,
Kenya, Mauritius, and Senegal.

*® Renato Ruggiero, “Africa’s trade is top WTO priority,” WTO Focus, July 1995, pp. 4-5.

*! For example, the regional seminars held in Sub-Saharan Africa regarding the SPS Agreement.

3 USITC staff telephone conversation with an official of the WTO, Aug. 1, 1996.

% WTO, WTO Focus, Aug.-Sept. 1995, p. 12.

3 Renato Ruggiero, “Overview of WTO’s First Year,” WTO Focus, Dec. 1995, p. 8.

% WTO, WTO Focus, Jan.-Feb. 1996, p. 12.

* UNCTAD, “UNCTAD Puts Africa High On Its Agenda,” press release TAD/INF/2642, Mar. 15, 1996, found
at gopher://iccuc2.unicc.org:70/00/UNCTAD/pressrel/960315.642.

7 UNCTAD, “World Association of Investment Promotion Agencies Establishes an African Chapter During
UNCTAD IX,” Note to correspondents No. 6, May 23, 1996, found at gopher://iccuc2.unice.org:70/00/UNCTAD/
pressrel/960523.6n.
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Trade Policy Reviews

The Trade Policy Review Body (TPRB) of the WTO conducts trade policy reviews of member states. During
1995, the WTO conducted trade policy reviews of the Sub-Saharan Africa countries of Cameroon, Cote
d’Ivoire, Mauritius, and Uganda. The TPRB is planning a review of Benin in 1996. The following discussion
summarizes the findings of these reviews.

Cameroon began economic reforms prior to the URA, mainly in response to declining global petroleum prices
and the related devaluation of the CFA franc. The TPRB concluded that while Cameroon has made
significant economic reforms, its relatively limited commitments under the URA were a cause of concern.®®

Céte d’Ivoire began economic liberalization prior to the URA, mainly in response to a prolonged recession
linked to depressed world prices for cocoa and coffee™ and the related 50-percent devaluation of the CFA
franc on January 12, 1994. The TPRB concluded that the Government of the Cdte d’Ivoire has made
significant reforms, particularly with respect to tariffs, quotas, and privatization.*

The TPRB questioned the trade policies of Mauritius with respect to most-favored-nation and national
treatment principles and its limited use of bound tariffs. Commitments made by Mauritius in the services
sector were noted by the TPRB. The TPRB concluded the UR Agreement on Agriculture (along with the
reform of the EU’s sugar regime) likely will weaken the price Mauritius receives for sugar exports,* and that
further progress is necessary in general trade policy areas.*

Uganda also initiated economic reforms prior to the URA, largely the result of a cessation of political
upheaval and civil war. The TPRB concluded that Uganda has fulfilled all necessary conditions to become
a WTO member and that the URA will contribute to Uganda’s trade and investment objectives.

Developments in Multilateral Assistance
to Sub-Saharan Africa

As noted earlier, the World Bank and the AfDB are major sources of multilateral assistance for Sub-Saharan
Africa. Additionally, the International Monetary Fund (IMF) makes some concessional loans to help
countries in balance-of-payments difficulties. Loans of the World Bank and the AfDB are made to finance
specific development projects and, as such, can generally be classified by sector. Loans of the IMF are made
to finance balance-of-payments deficits and, as such, cannot be classified by sector.

World Bank and AfDB projects, such as those dealing with transportation, electrical power,
telecommunications, water supply, and sewerage, typically involve the purchase of materials, equipment, and
consulting services outside the recipient country. Other projects, such as those dealing with health, education,

*® World Trade Organization, Trade Policy Review of Cameroon, Feb. 10, 1995, found at http://www.unicc.
org/wto/Trade_Reviews/6_6_0_wpf html.

% These commodities account for in excess of half the country’s export revenues.

“ 'World Trade Organization, Trade Policy Review of Céte d’Ivoire, June 27, 1995, found at http://www.unicc.
org/wto/Trade_Reviews/6_9_0_wpfhtml.

41 Sugar accounts for about a quarter of the value of total exports by Mauritius.

“ ‘World Trade Organization, Trade Policy Review of Mauritius, Oct. 13, 1995, found at http://www.unicc.
org/wto/Trade_Reviews/tprb.html. '
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and public sector management, are likely to involve the purchase mainly of consulting services from outside
the recipient country.

The World Bank, together with the affiliated International Finance Corporation (IFC) and Multilateral
Investment Guarantee Agency (MIGA), comprise the World Bank Group.” MIGA offers political risk
guarantees in order to encourage foreign investment in its developing country members. The IFC promotes
private investment in developing countries by financing private-sector projects that do not have government
guarantees. 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 of both MIGA and the IFC.

The World Bank Group

The World Bank/International Development Association

The majority of World Bank loans support specific development projects and sector investor programs, but
the Bank also makes policy-oriented structural and sectoral adjustment loans to assist developing countries
to make the national policy changes and institutional reforms needed to improve their balance of payments
and restore economic growth. The IDA, the World Bank’s soft loan affiliate, provides highly concessional

loans to developing countries. In 1994, 88 percent of World Bank disbursements to countries in Sub-Saharan
Africa were IDA loans.*

The World Bank reports that just over 50 percent of its disbursements to all developing countries were for
procurement of goods and services outside the recipient country in FY 1995.% The United States, France,
Germany, Italy, and Japan were the largest supplying countries for foreign procurement with shares of 10.3,
10.3, 9.0, 8.3, and 6.8 percent, respectively. *

Sectoral loan commitments made by the World Bank to countries in Sub-Saharan Africa in fiscal years (FYs)
1991-95*" are shown in table 3-3. In FY 1995, the largest loan commitments were in human resources
(including education, population, health, and nutrition) with loans of $512.7 million; multi sectors, $470.9
million; agriculture, $375.1 million; power, $255.3 million; and water supply and sewerage, $248.2 million.*®

The largest loan commitments approved in FY 1995 were for a thermal power project in Ghana ($175.6
million); a fertilizer project in Ethiopia ($120.0 million); a water project in Senegal ($100.0 million); an
economic recovery project in Cote d’Ivoire ($100.0 million); and a private-sector energy project in Céte
d’Ivoire ($79.8 million).*

“ Although the common objective of all the World Bank Group institutions is to help raise the standard of living
in the developing countries, only the activities of the World Bank that provide development capital and related
services under concessional terms are classified as development assistance.

“ The World Bank, World Debt Tables, vol. 1 (Washington, DC: The World Bank, 1996), p. 217.

“ The World Bank, The World Bank Annual Report 1995 (Washington, DC: The World Bank, 1996), p. 37.

% Tbid., pp. 211-212.

*7 The World Bank’s fiscal year is July-June.

:j The World Bank, The World Bank Annual Report 1995, p. 59.

Ibid.
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Table 3-3

Sub-Saharan Africa: World Bank lending commitments to borrowers by sectors, fiscal years 1991-95

(Million dollars)

Sector 1991 1992 1993 1994 1995
Agriculture 504.9 707.4 318.3 152.6 375.1
Energy

QOil and gas 300.0 485 0.0 186.20 0.0

Power 155.0 76.0 356.0 90.0 255.3
Environment 0.0 0.0 0.0 26 0.0
Human resources 698.7 503.2 548.6 487.1 512.7
Industry and finance

Industry 0.0 200.0 83.5 20.6 53.0

Financial 138.8 619.9 2523 400.1 7.2
Infrastructure and urban development

Telecommunications 12.8 0.0 89.1 0.0 0.0

Transportation 309.5 242.8 483.0 515.0 74.8

Urban development 98.3 2226 61.2 1114 158.0

Water supply and sewerage 256.0 297.4 67.2 74.1 248.2
Mining and other extractive 21.0 6.0 0.00 0.00 248
Multi sector 887.0 936.7 453.6 711.0 470.9
Public sector management 122 11341 104.5 482 104.3

Total 3,394.2 3,973.6 2,817.3 2,807.9 2,284.3

Note: Because of rounding, figures may not add to the totals shown.

Source: The World Bank, World Bank Annual Report 1995, p. 59.

In March 1996 representatives of more than 30 donor countries agreed to a new funding package for the IDA
that will allow concessional lending of $22 billion to all poor countries during FYs 1997-99.° The 3-year
funding package includes an Interim Trust Fund (ITF) for FY 1997 of about $3.0 billion, which is designed
to provide additional resources to the IDA in the absence of United States funding for that year. The United
States currently owes the IDA $934.5 million. As of August 1996, a bill to clear these arrears had not yet
passed Congress.” Because the United States has announced it will not contribute to the ITF, U.S. companies
will not be able to bid on procurement of goods and services for IDA projects funded through the ITF.

%0 The World Bank, “Eleventh Replenishment of IDA and the Role of the Interim Trust Fund,” Jul. 18, 1996,
found at http://www.worldbank.org/html/opr/procure/eleven.html.

%! The House of Representatives approved funding of $525 million for IDA (H.R. 3540) to meet these arrears.
The Senate version of this bill would provide $700 million.
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However, U.S. companies will be able to bid on procurement for projects funded through other IDA
resources.>?

The Multilateral Investment Guarantee Agency

MIGA offers guarantees to protect foreign investors against losses arising from currency transfer problems,
expropriation, war and civil disturbance, and breach of contract. MIGA provides long-term (up to 15 or 20
years) coverage for investments in developing countries for projects which would be otherwise difficult to
insure through private insurers. As of June 30, 1995, 33 countries in Sub-Saharan Africa were MIGA
members.”® Benin, Equatorial Guinea, and Mozambique joined MIGA in FY 1995.

MIGA activities in Sub-Saharan Africa in FY 1995 included issuing its first guarantee contracts to South
Africa, signing guarantee contracts with an investor for a project in Uganda, and arranging visits by MIGA
staff to a number of Sub-Saharan African countries, including Gabon, South Africa, Tanzania, and Uganda,
to meet with local and foreign businesses.’* MIGA's first guarantees in South Africa were issued to Multiserv
International N.V. of the Netherlands totaling $4.0 million for its equity investment in a steel slag processing
plant. MIGA also insured Harsco Corp. of the United States for a $4.5 million loan by the First National
Bank of Southern Africa, Ltd., to this project. MIGA issued two guarantees totaling $1.7 million to France
Commodities SA, a French company, for a joint venture in Uganda. The covered project will clean, grade,
and bag high-quality coffee beans for export to Europe.”

In addition to its guarantee program, MIGA also provides technical assistance to promote private investment
opportunities in developing countries and organizes investment promotion activities. In May 1995, MIGA
held a conference, in conjunction with the World Bank and the IFC, concerning the mining sector in Africa
and investment opportunities.

The International Finance Corporation

The IFC promotes private investment in developing countries by financing private-sector projects that do not
have government guarantees. IFC also mobilizes funds in international capital markets for developing
country businesses and advises businesses and governments on investment-related matters. As of June 16,
1996, the IFC had 552 investments in Sub-Saharan Africa amounting to $2.4 billion, or 10 percent of the
value of IFC investments world-wide.”® The IFC approved $431 million in financing in 21 countries in Sub-
Saharan Africa in FY 1995, or 8 percent of the IFC’s total financing in that year.”” IFC loans are made at
market rates and are usually denominated in convertible currencies.

%2 The list of projects funded through the ITF was announced in The World Bank, “Eleventh Replenishment of
IDA and the Role of the Interim Trust Fund.” This list includes $1.5 billion in lending for Sub-Saharan Africa.

%3 These MIGA members include: Angola, Benin, Botswana, Burkina, Cameroon, Cape Verde, Congo, Cote
dTvoire, Equatorial Guinea, Ethiopia, Gambia, Ghana, Kenya, Lesotho, Madagascar, Malawi, Mali, Mauritania,
Mauritius, Mozambique, Namibia, Nigeria, Senegal, Seychelles, South Africa, Sudan, Swaziland, Tanzania, Togo,
Uganda, Zaire, Zambia, and Zimbabwe.

* Tbid.

35 Tbid. MIGA reports that as of June 30, 1995, it had 28 applications for prospective investments in Africa.

% International Finance Corporation, "IFC Involvement by Region/ Country," found at http://www.ifc.org/
DEPTS/REGION/AFRICA/PROJECTS/SUMMARY HTM.

%7 Ibid., “Highlights of Fiscal 1995,” found at http://www.ifc.org/ABOUT/HIGHENG.HTM.
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InFY 1995, 60 percent of the IFC’s financing for Sub-Saharan Africa was through the Africa Enterprise Fund
(AEF) which provides debt and equity financing for projects with costs ranging from $250,000 to $5
million® To be eligible for financing, projects must be located in IFC-member countries and have the
potential to earn a satisfactory rate of return while benefiting the economy of the host country. Examples of
recent AEF loans include a $1 million loan to Plantivoire in the Céte d’Ivoire to help finance the expansion
of the company's bergamot™ plant, a $400,000 loan to Combined Farmers, Ghana's largest pineapple
exporters, to help finance the expansion of a pineapple farm near Accra; a $1.6 million loan to Big Game
Fishing in Mauritius to finance an expansion; $100,000 to Vicoda, which supplies Nigeria's textile industry
with imported raw materials and spare parts; and an $850,000 loan to Clovergem, a fish-processing company
in Uganda.®

The IFC also operates the Africa Project Development Facility (APDF), along with the AfDB and the United
Nations Development Programme, to help African entrepreneurs prepare viable projects. The APDF receives
funding from these three sponsoring agencies and from the governments of 15 industrial countries.

The IFC has strong programs in South Africa and Mozambique. The agency plans to invest $10 million in
Mozambique in FY 1996. In FY 1995, the IFC provided $1.6 million in equity and loans for the fishing and
coke and coke tar industries in Mozambique, and it supported a market assessment on modernizing a coal-
handling port for specialty coal through its Technical Assistance Trust Funds Program.®* In FYs 1995 and
1996, the IFC approved investments of $37.3 million in equity in financial sector investments in South Africa,
and it approved an investment of $600,000 for WIP Motors, a car dealership in Johannesburg.®

The African Development Bank Group

The African Development Bank Group consists of three institutions, the AfDB, the AfDF, and the Nigeria
Trust Fund (NTF). The NTF was established by the Government of Nigeria in 1976 as a means to finance
projects in some African countries at concessional rates. In addition to the 48 countries of Sub-Saharan
Africa, the regional members of the AfDB include Algeria, Egypt, Libya, Morocco, and Tunisia. South
Africa became a member of the AfDB in December 1995.5

Faced with a downgrading of the AfDB’s credit rating in 1994, the nonregional members that fund the AfDF
refused to replenish its capital unless new management was installed and reforms were instituted. A new
AfDB president was installed in August 1995 and large cuts in employees, especially management staff, were
made. At the AfDB’s annual meeting in May 1996, donors agreed on a replenishment level of $1.6 billion

%8 Thid.
% Bergamot is an essential oil used in the manufacture of perfume.

% International Finance Corporation, "Africa Enterprise Fund," found at http://www.ifc.org/DEPTS/REGION/
AFRICA/AEF HTM.

S International Finance Corporation, "The IFC in Mozambique," found at http:/www.ifc.org/PUBLICAT/
PRESS/FACTSHEE/AFRICA HTM.

82 Ibid., "The IFC in South Africa," found at http://www.ifc.org/PUBLICAT/PRESS/FACTSHEE/
AFRICA HTM.

 Currently, the 53 African countries own two-thirds of AfDB shares as against one-third for non-African
members.
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for the AfDF.% Additional funds equal to $420 million were pledged at a donors” meeting in June 1996.%
When combined with other AfDF resources, total AfDF lending availability will amount to about $3.0 billion
for 1996-98.

The United States joined the AfDB in 1982 when membership was opened to non-African countries. The
United States has been a minor source of goods and services procured on AfDB loans. As of December 31,
1995, 4.5 percent of goods and services procurement had been from the United States. Regional AfDB
members accounted for 43 percent of procurement (including local procurement). France, Germany, the
United Kingdom, and Italy with 9.9, 7.5, 6.1 and 6.0 percent procurement shares, respectively, accounted for
shares larger than that of the United States.*

Sectoral loan disbursements by the AfDB to countries in Sub-Saharan Africa during 1991-95 are shown in
table 3-4. In 1995, the sectors receiving the largest disbursements were transport ($116.5 million in
disbursements), agriculture ($112.6 million), and public utilities ($98.7 million). The drop in total
disbursements in 1995 reflects the cutoff of AfDF funding. Disbursements of previously approved AfDF
loans were continued even though no new loans have been made.

Table 3-4
Sub-Saharan Africa: African Development Bank Group disbursements, by sectors, 1991-95
(Million dollars)

Sector 1991 1992 1993 1994 1995
Agriculture 112.6 350.9 312.9 342.0 112.6
industry 195.6 324.3 151.5 197.7 85.8
Multisector 57.5 253.5 389.1 203.8 23.6
Public utilities 113.4 252.7 221.3 310.7 98.7
Social 43.3 137.6 117.7 149.2 35.8
Transport 162.7 238.1 217 1 223.5 116.5

Total 685.0 1,557 1 1,409.6 1,426.9 472.9
Note.--Because of rounding, figures may not add to the totals shown.

Source: Compiled by USITC staff from statistics supplied by the African Development Bank, transmitted by
facsimile, Aug. 5, 1996

The International Monetary Fund

The IMF functions as an international central bank, providing monetary reserves, usually on a short-term
basis, to countries facing balance-of-payments deficits. Most such assistance is provided on conventional
terms through the IMF’s General Resources Account. The IMF provides longer-term concessional balance-
of-payments support to low-income developing countries that face protracted balance-of-payments problems
through the Structural Adjustment Facility and the Enhanced Structural Adjustment Facility.

 U.S. Department of State cable, “Highlights of the 1996 AfDB Annual Meeting,” message reference No.
128332, prepared by U.S. Department of State, Washington, DC, June 1996.

% Qkolo, Paul, “ECONEWS: Africa-Bank Donors Pledge $420 million U.S. Dollars for African Bank,” Africa
News Service (via Comtex), June 25, 1996.

% African Development Bank, Compendium of Statistics (Abidjan: AfDB, 1996), p. 60.
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At the end of May 1996, Sub-Saharan African countries had outstanding IMF concessional loans of $5,295.9
million. Zambia had the largest outstanding loan balance at $1,201.9 million, followed by Ghana ($488.8
million), Uganda ($414.6 million), Kenya ($377.1), and Céte d’Ivoire ($343.5 million).”’

Net IMF concessional loan disbursements to Sub-Saharan African countries in 1995 amounted to $1,543.5
million, up from $461.3 million in 1994 and from $126.5 million in 1993.% The relatively large increases
in disbursements in 1994 and 1995 were largely driven by loans to a small number of countries. Loans to
Cote d’Ivoire, Sierra Leone, and Zimbabwe accounted for 53 percent of concessional IMF loan disbursements
in 1994, and a loan to Zambia accounted for 67 percent of disbursements in 1995.

Special Debt Initiative

The IMF and the World Bank have proposed an initiative to provide special assistance for heavily indebted
poor countries, most of which are in Sub-Saharan Africa. This initiative would encompass existing debt relief
mechanisms, such as the Naples terms® applied by the Paris Club, and bring in non-Paris Club bilateral
creditors, commercial creditors, and multilateral creditors. Annual debt-service payments would be reduced
while the debtor country pursues structural adjustment. Successful reform would lead to substantial debt
forgiveness on the part of participating creditors at the end of 3 or 6 years. Sixteen countries in Sub-Saharan
Africa have been identified as possibly qualifying for this initiative.”” Drawbacks to implementing the
initiative include gaining the participation of all creditors and the financing of the debt stock reduction.”

Paris Club Debt Relief

During FY 1995, the United States provided debt relief to Sub-Saharan Africa under the Paris Club
mechanism. The Paris Club is an international forum where the creditor nations issue, insure, as well as
reschedule their loans. The Paris Club mechanism intends to maximize collections on outstanding loans from
countries experiencing debt service difficulties. During grace periods, granted as part of the rescheduling
agreements, beneficiary debtor nations are expected to undertake economic adjustment programs aimed at
improving their ability to service their debts. Following the conclusion of an ad referendum agreement
among Paris Club members on debt rescheduling, each member country negotiates bilateral agreements with
each debtor country to finalize the specific details.

In 1988, the Paris Club recognized that many of the poorest countries would never be able to service fully
their external debt, even with repeated rescheduling and significant economic reforms. As a result, the Paris

§7 Dollar amounts have been converted from Special Drawing Rights (SDRs) at the rate of 1SDR=$1.4422, the
conversion rate of May 31, 1996.

%8 International Monetary Fund, International Financial Statistics, Jane 1996.

% The Naples terms for debt stock reduction allows for a 67-percent reduction in debt stock or in future debt
service payments on a present-value basis on a country’s eligible pre-cut-off-date Paris Club debt. See The World
Bank, World Debt Tables, vol. 1, p. 33.

7 International Monetary Fund, “IMF Work Advances on Debt Initiative for the Poorest Countries,” IMF Survey,
July 15, 1996, pp. 229-234. The 16 countries include Burundi, Cameroon, Congo, Céte d’Ivoire, Ethiopia, Guinea-
Bissau, Madagascar, Mozambique, Niger, Rwanda, Sio Tomé and Principe, Sudan, Tanzania, Uganda, Zaire, and
Zambia. The debt status of Liberia, Nigeria, and Somalia has not yet been determined.

! Tbid.

72 Information on U.S. debt relief was provided by the Office of International Debt Policy of the U.S. Treasury
Department, through a facsimile transmission to USITC staff dated Aug. 1, 1996.
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Club introduced options for debt and debt service reduction for those countries. The terms currently used for
such debt relief, the so-called “Naples Terms,” adopted in December 1994, allow creditors to reduce debt
service and debt stock up to 67 percent for eligible countries on a case-by-case basis.

During FY 1995, bilateral agreements between the United States and six Sub-Saharan African countries
entered into force, representing a total of $188.7 million in nonconcessional debt. The distribution of this sum
among the affected countries was as follows: Cameroon ($14.2 million); Central African Republic ($5.1
million); Congo ($12.0 million); Cote d’Ivoire ($115.4 million); Gabon ($40.3 million); and Sierra Leone
($1.7 million). U.S. budget costs associated with potential debt reduction cannot be precisely determined
before the implementation of particular bilateral agreements. Debt rescheduling does not incur budget costs.

U.S. Bilateral Economic and Trade Policies
Affecting Sub-Saharan Africa

Developments in U.S. economic and trade assistance programs during 1995 and 1996 are discussed in the
following sections.

The Export-Import Bank of the United States™

Eximbank provides assistance to U.S. exporters through export loans, loan guaranties, and export credit
insurance. To qualify for Eximbank support, a country to which a U.S. company proposes to export must be
sufficiently creditworthy; that is, it must be able to generate sufficient levels of convertible currency, either
through exports or through borrowing, to allow its importers to pay their U.S. vendors.

Eximbank support (the dollar sum of outstanding loans and loan guarantees) in Sub-Saharan Africa declined
from $3.2 billion as of December 31, 1994, to $2.8 billion, or 5.9 percent of its worldwide exposure of $47.5
billion, as of December 31, 1995 (table 3-5).”* At the end of 1995, nine countries in Sub-Saharan Africa were
eligible for all Eximbank programs and four others were eligible for some programs.”” Eximbank support
is relatively important for the region, considering that it accounts for only one percent of U.S. exports.

The extent of delinquency on Eximbank loans and loan guarantees underlines the adversity of economic
conditions in Sub-Saharan Africa. As of December 31, 1995, 17 countries of the region were delinquent on
Eximbank credits. The delinquency on credits extended to Sub-Saharan markets accounted for 69.7 percent
of total delinquency on Eximbank credits.

7 Information on Eximbank’s 1995 activities is based on facsimile transmissions received by USITC staff from
the agency dated July 11 and 14, 1996.

™ See USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round, USITC publication No. 2938, pp. 3-
35 for Eximbank exposure in Sub-Saharan Africa as of Dec. 31, 1994.
7> Kenya became eligible for some Eximbank programs in 1995.
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Table 3-5

Sub-Saharan Africa: Exportimport Bank (Eximbank) exposure’ as of Dec. 31, 1995, delinquency” and
availability for further support® at yearend 1995

! Exposure = Authorization of all forms of support minus repayment.
2 Arrears in the repayment of principal. : )

types of financing: short, medium, and Ion%term for both private and public bu
es for economic reasons;

Yes=Available for all 6

services; No=Not available for'any of the 6
economic reasons; L=Support is legally prohibited.

Source: Eximbank.
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{ P/ers of U.S. ?
.A.=Not available for at least one of the 6 types for

oods and

Exposure on Delinquency on Availability on

Country Dec. 31, 1995 Dec. 31, 1995 Dec. 31, 1995
Angola $7.291.719 0 No
Benin 0 0 P.A.
Botswana 0 0 Yes
Burkina Faso . 3,162,879 0 No
Burundi 0 0 No
Cameroon 94,940 595 $3.420,525 No
Cape Verde 0 0 No
Central African Republic 7.805,094 481 335 No

| Chad 0 5,300,000 No
Comoros 0 0 No
Congo 11,815,103 0 No
Cote d' Ivoire 193,817.009 0 No
Diibouti 0 0 No
Eguatorial Guinea 0 0 No
Eritrea 0 0 No
Ethiopia 0 0 No
Gabon 81,099,603 3,450,462 P.A
Gambia 0 0 No
Ghana 13,508,160 0 Yes_|
Guinea 8.756,743 2,156,891 No
Guinea-Bissau 0 0 No
Kenya 77,795,003 11,761,553 P.A,
Lesotho 340,000 0 Yes
Liberia 5.980.110 9,494 298 No
Madagascar 24,366,996 21.224.237 No
Malawi 0 0 No
Mali 0 0 No
Mauritania 6,596,857 0 No

| Mauritius 3,846,996 0 Yes
Mozambigque 48.589.816 63,306 No
Namibia 0 0 Yes
Niger 6,821,520 612,320 No
Nigeria 752,148,773 359,905,499 L
Rwanda 232,182 826,986 No
Sso Tome' and Principe 0 0 No
Senegal 1,594,390 0 No
Seychelles 1,193,100 0 Yes
Sierra Leone 12,529,959 0 No
Somalia 0 0 No
South Africa 213,824 830 0 Yes |
Sudan 28.246.331 43952618 L
Swaziland 0 0 Yes
Tanzania 27.010,133 997.196 No
Togo 2,820 0 No
Uganda 5,301,923 1,450,282 P.A.
Zaire 921,830,191 829615929 No
Zambia 146,971,848 5,439,262 No
Zimbabwe 117.530.811 0 Yes

2.82. 1.300.152.699




In countries where economic conditions disallow routine functioning, Eximbank is allowed to support (1)
private sector borrowers with a strong record of independent access to private international capital markets;
(2) private projects that are insulated effectively from government involvement and able to generate
convertible currency earnings through offshore payments and/or escrow mechanisms: and (3) long-range
aircraft leases, when the airline’s country of registry is a signatory to international conventions protecting
aircraft property rights. Programs quoted in the last Commission report continued during 1995.7°

U.S. Trade and Development Agency’

TDA programs in Sub-Saharan Africa assist U.S. firms by identifying major development projects that offer
large export potential and by funding U.S. private sector involvement in project planning. In 1995, TDA
began to require reimbursements of its contributions to successful projects. This so-called “success fee” is
collected after the U.S. beneficiary of TDA’s support implements its project. The new measure aims at
making the agency increasingly self-supporting.

TDA obligations in Sub-Saharan Africa amounted to $3.9 million during FY 1995, up from $2.8 million in
FY 1994 (table 3-6).® Total FY 1995 obligations to the region were an estimated $4.7 million, if the Sub-
Saharan portion of joint projects with Middle Eastern countries are also counted.

The time lag between funding project planning activities and the possibility of identifying actual export sales
associated with the project varies widely. The 1995 grant of $500,000 to develop the Ethiopian sugar
industry and the $200,000 grant to develop VSAT communications in South Africa began to generate export
sales during 1995. The Ethiopian project led to $52 million in U.S. exports and the South Africa project led
to $45 million exports by yearend 1995. However, for many projects, the generation of exports does not
begin in the year in which the assistance is extended. Examples of such projects are a $44,000 grant extended
in 1993 to develop road transportation in Swaziland, and a $149,000 grant extended in 1992 to develop the
railway systems in and among several African countries.”” The first project had generated $9 million and the
second one $40 million in U.S. exports by the end of 1995.

Overseas Private Investment Corporation®

OPIC is a self-sustaining U.S. Government agency that provides investment information, financing, and
political risk insurance for U.S. investors in countries eligible for its support. OPIC finances new investments
or modernization of existing production or service facilities through both direct loans and loan guarantees.
Whereas direct loans are reserved for smaller projects, generally ranging from $2 million to $30 million, loan
guarantees are used for larger projects ranging from $10 million to $200 million. OPIC offers insurance
against currency inconvertibility, expropriation, and political violence.

¢ See, USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round Agreements and U.S. Trade and
Development Policy, USITC publication No. 2938, pp. 3-35 and 3-36.

7 Information on TDA’s 1995 activities is based on facsimile transmissions received by USITC staff from the
agency dated July 3, 1996; and on TDA’s 1995 public reports.

™ See USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round, USITC publication No. 2938, pp. 3-
36 to 3-41 for information on TDA’s FY 1994 activities.

7 For reference to these two projects, see ibid., table 3-13. The countries involved in the regional grant to
develop railways were Ghana, Kenya, Mozambique, Nigeria, Tanzania, Uganda, Zambia, and Zimbabwe,

¥ Information on OPIC’s 1995 activities is based on facsimile transmissions received by USITC staff from the
agency dated July 17, 1996.
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Table 3-6

Sub Saharan Africa: Trade and Development Agency assistance, by countries and activities, FY 1995

Country Activity' Classified Obligation
Angola Fish processing plant DS $2,500
Céte d’ Ivoire Multi-purpose tugboat oV 38,691
Vridi | power station modernization DS 2,400
Eritrea Integrated sugar production facility FS 295,000
Ethiopia Finchoo turn-key sugar operations T 500,000
Plastics factory upgrade DS 2,500
Plastics factory upgrade FS 125,000
Gabon Cellular and telephone switching systems DS 3,732
Ghana Natural gas reserves and power plant DS 2,500
Mauritius Bagasse power generation DS 1,000
Mozambique Aluminum smelter complex FS 675,000
Sugar production and processing oV 27,200
| Niger Kandadii dam hydroeletric power plant DM 23,097
Senegal Goree Island hotel complex FS 150,000
South Africa Telecommunication officials (o)) 11,000
VSAT voice and data communications T 200,000
Glycol processing facility DS 2,500
Glycol processing facility FS 155,000
Food processing facility expansion DS 2,500
Qutreach clinic DS 2,500
Dredging equipment oV 41,845
Rural telephony project DS 2,416
Health care procurement officials oV 82,520
Health care procurement officials briefing TA 10,000
Swaziland Cellular and data transmission system FS 261,000
Swaziland/Mozambigue power transmission interconnector DS 2,500
Swaziland/Mozambique power interconnection FS 285,000
| Uganda Telecom services market assessment DS 2,500
Zambia ltezhi-Tezhi hydroeletric power DS 2,145
Zimbabwe Automated frequency management system T 100,000
African regional African Development Bank FS fund O 186
Aviation officials oV 47,228
Locomotive rehabilitation facility DM 24,974
Locomotive rehabilitation facility FS 195,000
African power conference TS 129,524
African power conference support TA 23,173
Financial wide area network DS 2,500
Eastern and Southern Africa financial wide area network FS 235,000
SADC regional trade clearing operation DS 5,000
African petroleum industry oV 88,024
Africa cellular telecommunication oV 88,000
Senegal/Céte d’ Ivoire power plants DM 24 084
Total 3,884,739

T Activities are classified in the following main forms: Desk studies (DS);
Technical assistance (TA); Orientation visits (OV); Grants (G); Training (T),

Source: U.S. Trade and Development Agency.
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OPIC operates programs in countries with which it has an investment agreement. OPIC currently does not
have agreements with two countries in Sub-Saharan Africa--Comoros and Seychelles. During FY 1995,
OPIC programs were suspended in 5 countries--Gambia, Liberia, Mauritania, Nigeria, and Sudan. OPIC
programs were suspended in Burundi in FY 1996.®

During FY 1995, OPIC support in Sub-Saharan Africa amounted to $173.7 million, down from $236.5
million in FY 1994.32 QOPIC extended support to the following projects in Sub-Saharan Africa in FY 1995:
Equatorial Guinea, liquid petroleum gas plant ($9.5 million); Ethiopia, sugar refinery, ($47.7 million); Ghana,
soft drink bottling ($12.5 million) and gold mining ($54.0 million); Guinea, bauxite mining ($7.4 million);
Mozambique, consultancies ($1.5 million); South Africa, financial services ($17.1 million) and auto-emission
pollution control ($18.0 million); and Tanzania, financial services ($6.0 million). OPIC projects approved
during 1995 are projected to generate $49.8 million in U.S. exports during a S-year period following
approval.

OPIC established the New Africa Opportunities Fund (NAOF) in 1995. The NAOF is a privately managed
equity fund designed to encourage the development of entrepreneurship in South Africa and neighboring
countries and to support the process of privatization in the region. With a capitalization of $120 million, and
managed by the Sloan Financial Group, Inc., the NAOF is to be used to insure U.S. investments in South
Africa and neighboring countries.

The U.S. Generalized System of Preferences

The GSP program provides duty-free treatment for imports of eligible articles from designated beneficiary
developing countries in order to (1) promote economic development in developing and transitioning
economies through increased trade; (2) reinforce U.S. trade policy objectives by encouraging beneficiaries
to open their markets, comply more fully with international trading rules, and assume greater responsibility
for the international trading system; and, (3) help maintain U.S. international competitiveness by lowering
costs for U.S. business, as well as lowering prices for American consumers.*®

To qualify for GSP privileges, each beneficiary country must meet various eligibility requirements. These
include market access, worker rights, and intellectual property rights. The GSP statute excludes certain
products from eligibility. As noted in chapter 2, most footwear, textiles and apparel, and energy products are
excluded. Each year, the Trade Policy Staff Committee (TPSC) conducts a review process in which products
can be added to or removed from the GSP program, or in which a beneficiary's compliance with the eligibility
requirements can be reviewed.®* In 1995, the TPSC began the annual GSP review, but it was suspended when

8 OPIC programs in Liberia, Mauritania, and Sudan are suspended due to a lack of internationally recognized
worker rights. Programs in Gambia and Burundi are suspended due to military coups that overthrew democratically-
elected governments. Programs in Nigeria are suspended due to foreign policy infractions, human rights abuses, and
lack of appropriate drug enforcement practices. USITC staff telephone conversation with OPIC official, Sept. 10,
1996.

%2 For details on annual levels of OPIC support in 1994, see table 3-12 in USITC, U.S.-Africa Trade Flows and
Effects of the Uruguay Round, USITC publication 2938.

¥ The GSP program is authorized by Title V of the Trade Act of 1974, as amended (19 U.S.C. 2461 et seq.).
For a description of the program, see USTR, 4 Guide to the U.S. Generalized System of Preferences (GSP)
(Washington, DC: USTR, 1991).

 The TPSC is a committee coordinated by the USTR and composed of relevant U.S. government agencies.
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the program expired on July 31, 1995. A bill to renew the program was introduced in 1995% and approved
as part of the Budget Reconciliation Act that was vetoed by the President.®® On August 20, 1996, the
President signed legislation to amend and extend the program until May 31, 1997.8” The new legislation
authorizes the U.S. Department of the Treasury to reimburse eligible 1mporters for duties paid on GSP-
eligible products since August 1, 1995.

The new legislation authorizes the President to add import-sensitive products to the list of GSP-eligible items
if the article is a product of a least developed country, provided that such imports have only a minimal impact
on the U.S. industry. The new program also allows products granted exemption from duty-free access under
an import sensitivity petition to keep that status for 3 years. Moreover, petitions to add products previously
exempted are prohibited for the following 2 years. Finally, the new program enhanced the Administration’s
discretionary authority to enforce intellectual property rights.

U.S. Bilateral Economic Assistance

U.S. bilateral economic assistance to Sub-Saharan Africa amounted to $1.5 billion in FY 1995, down from
$1.6 billionin FY 1994.%% This assistance includes $869.8 million in Development Assistance, $555.4 million
in food assistance, $116.9 million in disaster assistance and $5.0 million in Economic Support Funds.

Until FY 1996, Development Assistance programs for Sub-Saharan Africa were funded through the
Development Fund for Africa (DFA) as well as USAID’s general Development Assistance Fund (DAF).
Earmarked funding for Development Assistance to Sub-Saharan Africa through the DFA was discontinued
by Congress in FY 1996, and such programs are now funded through the DAF. Development Assistance
programs for Sub-Saharan Africa are estimated to decline to $627.9 million in FY 1996. m

% See GSP Renewal Act of 1995 (HL.R. 1654), introduced by Mr. Crane and Mr. Rangel on May 17, 1995.
8 See section 11801 gt seq. of the Seven-Year Balanced Budget Reconciliation Act of 1995 (H.R. 2491), which
was vetoed on Dec. 6, 1995.

8 Public Law 104-188.
¥ Facsimile received by USITC staff from USAID official, Sept. 5, 1996.

3-22



CHAPTER 4

Trade and Economic Policies Affecting
U.S.-Sub-Saharan Africa Trade and
Investment in Major Sectors

This chapter summarizes developments during 1995-96 with respect to the Uruguay Round Agreements
(URA) and to specific economic and trade policies likely affecting U.S.-Sub-Saharan Africa trade flows and
investment in major sectors. The sector summaries provide, to the extent available, information on the
following: (1) changes in tariff and nontariff barriers in the United States and in major sector trading partners,
(2) developments in U.S. trade and economic policies, including the level of trade entering under the
Generalized System of Preferences (GSP), (3) economic and trade developments in major Sub-Saharan
African trading partners, and (4) developments in multilateral lending to major sector trading partners.

As noted in the first Commission report on U.S.-Africa trade flows,' many countries in Sub-Saharan Africa
have been implementing sector-specific policy changes, such as easing or lifting price and trade controls,
privatizing state-run enterprises, initiating land reform, and implementing economy-wide changes, such as
establishing strengthened business codes and more liberalized foreign investment rules, and easing foreign
exchange controls. Improvements in regional infrastructure have also continued, much of it assisted through
multilateral lending and investment guarantee programs. These developments are likely to increase
U.S.-Sub-Saharan Africa trade and investment flows.

Agricultural Products?

Overview

U.S. exports of agricultural products to Sub-Saharan Africa amounted to $936.3 million in 1995, representing
a rise of 20 percent over 1994 exports, while imports registered a minor increase to $686.6 million. The net
U.S. trade balance improved by 165 percent, reaching a surplus of $249.7 million.

' U.S. International Trade Commission (USITC), U.S.-Africa Trade Flows and Effects of the Uruguay Round
Agreements and U.S. Trade and Development Policy, USITC publication 2938, Jan. 1996.

? The agricultural products sector includes live animals; animal products; vegetable products; animal or vegetable
fats and oils and their cleavage products; prepared edible fats; animal or vegetable waxes; prepared foodstuffs;
beverages, spirits, and vinegar; tobacco and manufactured tobacco substitutes; raw hides and skins, leather, and
furskins; wool and fine or coarse animal hair; and, cotton.
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Major U.S. agricultural export markets in the region in 1995 include South Africa, Nigeria, Ethiopia, Ghana,
and Cote d’Ivoire, as shown below (million dollars):

South Africa 278.1

|_Nigeria 117.2
Ethiopia 62.9
Ghana 46.5
Céte d'lvoire 38.0
All other 393.6

Total 936.3

Leading agricultural export items to the region include grains, fats, and oils. A significant portion of such
exports benefit from U.S. export promotion and food assistance programs.

The leading U.S. agricultural import suppliers in the Sub-Saharan Africa region in 1995 include Cote
d’Ivoire, South Africa, Ghana, Kenya, and Madagascar, as shown below (million dollars):

Cote d'lvoire 168.8
South Africa 138.8
Ghana 58.7
Kenya 48.6
Madagascar . 38.5
All other 233.2

Total 686.6

The leading import items include tropical products, such as cocoa products, coffee, and vanilla beans. Sugar
and tobacco are also major U.S. agricultural import items from Sub-Saharan Africa; these commodities are
subject to import quotas but are eligible for duty-free treatment under the GSP.

Since the last Commission report, there has been progress within the Sub-Saharan Africa region in economic
reforms and market liberalization. In the United States, there has been a shift in emphasis away from direct
aid toward market forces in the agricultural export sector, as agricultural export subsidies are phased down.
The prospect of lower agricultural export supplies and higher global food prices is a concern to the net food
importing countries in Sub-Saharan Africa. This concern is currently being addressed by the WTO.?

* See Decision on Measures Concerning the Possible Negative Effects of the Reform Programme on Least-

Developed and Net Food-Importing Developing Countries, Final Act Embodying the Results of the Uruguay Round
of Multilateral Trade Negotiations.

4-2



URA Developments Affecting Sector Trade and Investment

Tariff Changes

The share of U.S. imports of agricultural products from the Sub-Saharan Africa region that are dutiable fell
from 16.9 percent to 12.6 percent during 1994-1995. This decline resulted from a rise in imports of cocoa
beans, which are free of duty. In terms of leading Sub-Saharan African suppliers, the share of U.S.

agricultural imports subject to duties ranged from a low of 0.1 percent for Ghana to 27 percent for South
Africa.

The U.S. average trade-weighted tariff (ATWT) for imports of agricultural products from Sub-Saharan Africa
was 8.2 percent ad valorem equivalent (AVE) in 1995, down from 15.5 percent AVE the previous year. This
47 percent decline largely resulted from the decline in the share of dutiable imports discussed above. The
ATWTs applied to leading Sub-Saharan Africa suppliers of U.S. agricultural imports from the region in 1995
are shown below (percent AVE):

Céte d'lvoire 29
South Africa 4.5
Ghana 6.8
Kenya 2.0
Madagascar 9.9

Average, Sub-Saharan Africa 8.2

As a result of the URA, tariff and quota commitments were made by 20 Sub-Saharan African countries.* As
a result of provisions in various URA agreements and decisions giving special and differential treatment to
developing and least developed countries, developing Sub-Saharan African WTO members have a period of
up to 10 years to implement reduction commitments (at two-thirds the reduction rate of developed countries)
and least-developed Sub-Saharan African members are not required to make commitments. Table 4-1 shows
Uruguay Round (UR) Sub-Saharan African country tariff rate concessions for agricultural products.

Many Sub-Saharan African countries were required only to bind agricultural tariffs in 1995, with no
commitment to further reductions, while others committed to significantly reduced tariffs over varying
periods. The most liberalized tariff reduction commitments were made by South Africa, Namibia, and
Swaziland, followed by Co6te d’Ivoire, Zimbabwe, and Ghana. For example, South Africa reduced or
eliminated tariffs on poultry products in July 1995° and eliminated luxury surcharges on imports in October
1995.° Nigeria removed various agricultural items from an import prohibition list and established tariff
breakouts for these items in February 1995.

* Schedules containing such commitments were submitted to the WTO by Nigeria, Gabon, Senegal, Madagascar,
Cote d’Ivoire, Zimbabwe, South Africa, Zambia, Namibia, Cameroon, Ghana, Kenya, Mauritius, Swaziland, Benin,
Mauritania, Niger, Congo, Tanzania, and Uganda.

% U.S. Department of State cable, “Poultry,” message reference No. SF5027, prepared by U.S. Embassy, Pretoria,
July 10, 1995.

¢ U.S. Department of State cable, “Agricultural Situation,” message reference No. SF5011, prepared by U.S.
Embassy, Pretoria, Mar. 20, 1995. Surcharges had ranged from 15-40 percent ad valorem on agricultural items.

7 U.S. Department of State cable, “Agricultural Situation,” message reference No. NIS011, prepared by U.S.
Embassy, Lagos, Sept. 30, 1995. Items include baby chicks, beer, wines, spirits, water, fruits and fruit juices, rice,

(continued...)
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Table 4-1
Sub-Saharan Africa: Tariff concessions for agricultural products under the Uruguay Round, by country

Bound tariffs Implementation Other duties and charges
period
Country Percent ad valorem Year Percent ad valorem
|_Benin 60-100 1995 19
Cameroon 80 1995 230
Conago 30 1995 -
Céte d' Ivoire 4-64 1995-2004 200
|_Gabon 60 1995 200
Ghana 40-99 1995-2004 -
Kenya 100 1995 -
Madagascar 30 1995 250
Mauritania 25-75 1995 15
Mauritius 37-122 1995 -
Namibia 0-597 1995-2000 )
_Niger 50-200 1995 50
Nigeria 80 1995 80
Senegal 30 1995 150
South Africa 0-597 1995-2000 &)
Swaziland 0-597 1995-2000 (")
[anzania 120 1995 120
Uganda 40-70 1995 -
Zambia 45-125 1995 -
| Zimbabwe 25-150 1995-2004 15

' Includes provisions for both a normal levy and a special levy.

Source: Various schedules of the Uruguay Round of Multilateral Trade Negotiations, Legal Instruments Embodying
the Results of the Uruguay Round of Multilateral Trade Negotiations Done at Marrakesh on 15 April 1994.

Other URA Developments

The United States has long maintained tariff rate quotas for imports of sugar and tobacco, both of which are
major U.S. agricultural import items from Sub-Saharan Africa. Quota allocations for sugar during fiscal years
(FYs) 1995 and 1996 were held by Congo, Cote d’Ivoire, Gabon, Madagascar, Malawi, Mauritius,
Mozambique, South Africa, Swaziland, and Zimbabwe.® Allocations for these countries during FY 1996
totaled 220,764 metric tons, raw value, or 10 percent of the global allocation.” The largest allocations were
held by South Africa (23 percent of the Sub-Saharan African total), Swaziland (16 percent), and Mozambique
(13 percent).

7 (...continued)
tobacco products, tomato paste, confectioneries, and non-carbonated beverages.
¥ Office of the U.S. Trade Representative (USTR), “USTR Announces Allocation of Tariff-Rate Quota for Raw

Cane Sugar,” press release 96-49, June 13, 1996, found at http://www.ustr.gov/releases/1996/96-49.html.
® Ibid. Quantities include additional allocations.
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The United States imposed a tariff rate quota on imports of leaf tobacco in September 1995.1° Quota
allocations were granted to Malawi and Zimbabwe (12,000 metric tons each, representing 16 percent of the
global quota). The establishment of the quota terminated the so-called Ford Amendment.!! The tariff rate
quota reportedly has affected Malawi, which diverted tobacco exports to other markets.'

Under the UR Agreement on Agriculture, the United States committed to reduce export assistance programs
during 1995-2000 by 36 percent in terms of budgetary outlays and 21 percent in quantity compared with the
average level during 1986-90."* However, recent U.S. funding levels have been below the allowable levels
and export assistance programs are not expected to be significantly affected by the UR. Commitments under
the URA regarding the reduction of nontariff measures (generally quotas) affecting agricultural products were
made by Senegal, South Africa, Namibia, Cameroon, and Swaziland.'

Developing and least developed countries, including those in Sub-Saharan Africa, are exempt under the UR
Agreement on Agriculture from requirements to reduce many domestic support and export subsidy programs
and are subject to lower requirements for others. One major commitment was by South Africa regarding its
General Export Incentive Scheme (GEIS). South Africa notified the WTO Committee on Subsidies and
Countervailing Measures that the GEIS would be scaled back effective April 1, 1995, and will be eliminated
by December 31, 1997.° In the past, agricultural products such as chilled meat, chilled fruit, canned fruit,
wine, and packaged dried fruit benefited from the program.'¢

Economic and Trade Policies Affecting U.S.-Sub-Saharan Africa
Trade and Investment

U.S. Policies

In addition to the GSP program, other programs affecting trade and investment between the United States and
Sub-Saharan Africa include a number of export and trade contact programs administered by the U.S.
Department of Agriculture (USDA) to facilitate U.S. agricultural exports. Other programs affecting such
trade and investment include food assistance programs operated by the U.S. Agency for International
Development (USAID), domestic agricultural legislation, and development programs run by the U.S. Trade
and Development Agency (TDA) and the Overseas Private Investment Corporation (OPIC). The value of
trade or expenditures for various U.S. programs affecting agricultural trade and investment with respect to
Sub-Saharan Africa in FY 1995 is shown below (million dollars): ‘

1 USTR, “Tobacco Import Tariff-Rate Quota Proclamation Signed by President Clinton,” press release 95-66,
Sept. 13, 1995, found at fip://fip.ustr.gov/pub/press/releases/1995/09/95-66.

1 Section 1106 to the Omnibus Budget Reconciliation Act of 1993 (Public Law 103-66, 107 Stat. 312, 318).
The Ford Amendment required minimum domestic content requirements for cigarettes and imposed assessments and
fees on imports.

12 U.S. Department of State cable, “USITC Study on Africa,” message reference No. 003246, prepared by U.S.
Embassy, Lilongwe, July 30, 1996.

¥ Agreement on Agriculture, Article 1(f); Article 9 2.(b)(iv), Final Act Embodying the Results of the Uruguay
Round of Multilateral Trade Negotiations.

' Determined from examining the countries” schedules of tariff and quota commitments.

13 WTO notification, document G/SCM/N/2/ZAF, May 21, 1995.

'* Announcement by Mr. G. J. J. Breyl, Acting Director-General, Department of Trade and Industry, Republic of
South Africa, media release, Sept. 15, 1994.
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Generalized System of Preferences ' 81.5"
GSM-102 32.0
Export Enhancement Program 33.0
Dairy Export Enhancement Program 2.0
Market Access Program 110.0
Foreign Market Development 20.8
Emerging Markets Program .6
Food Assistance 555.4
U.S. Trade Development Agency .3
Overseas Private Investment Corporation 60.2

! Calendar year.

These programs are discussed in greater detail below.

Generalized System of Preferences

U.S. imports of agricultural products under the GSP from major sources in Sub-Saharan Africa in 1995 are
shown below (million dollars):

South Africa . 24.5
Mozambique 20.1
Zimbabwe 8.0
Céte d'lvoire 7.5
Swaziland 6.1
All other 15.3

Total 81.5

Sugar was, by far, the principal agricultural item imported under the GSP from the Sub-Saharan African
region in 1995, accounting for 60 percent of the regional total. Other leading commodities included leather
(12 percent) and cocoa paste (11 percent). The share of total U.S. agricultural imports from the Sub-Saharan
Africa region entered under GSP was about 12 percent in 1995, down from 16 percent in 1994. There was
a wide variation in this share among individual supplying countries.

Export Programs

U.S. agricultural export programs include the GSM-102'7 export guarantee program, the Export Enhancement
Program (EEP), and the Dairy Export Enhancement Program (DEIP). U.S. exports of agricultural products
to the Sub-Saharan Africa region under the GSM-102 program in FY 1995 totaled $32 million, an increase
of 199 percent over the level in FY 1994.'® The principal commodities included soybeans ($23.0 million),
white corn ($4.3 million), poultry meat ($3.5 million), and wheat ($1.4 million). Exports under GSM-102

7 The GSM-102 program provides short-term credit guarantees for financing terms of up to 3 years. Longer
term credit guarantees (3-10 years) are provided by the GSM-103 program; no U.S. exports of agricultural products
to Sub-Saharan Africa were made under GSM-103 in FY 1995.

' U.S. Department of Agriculture, Foreign Agricultural Service, Notice to Recipients, May 20, 1996, received
by facsimile.
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to the region in FY 1995 accounted for 1.3 percent of the value of total exports under the program and 3.4
percent of the value of total U.S. agricultural exports to the region in 1995. The GSM-102 program was
amended for FY 1996 to include the eligibility of exports of oilseeds (soybeans, cottonseeds, peanuts, and
sunflower seeds) to the West Africa region."

Bonus award payments for U.S. agricultural exports to Sub-Saharan Africa under the EEP and the DEIP
during FY 1995 totaled $33 million and $2 million , respectively.?® By far, the principal commodity exported
under the EEP to Sub-Saharan Africa was wheat (96 percent of the total), with relatively smaller amounts of
exports of barley malt, wheat flour, and frozen poultry. The leading commodity exported to the region under
the DEIP was nonfat dry milk (73 percent of the total), followed by whole milk powder, butter, and
anhydrous milkfat. The Sub-Saharan Africa region accounted for a relatively small share of total EEP and
DEIP bonus awards in FY 1995, ranging from 13.2 percent of the value of total awards for wheat to 0.7
percent for frozen poultry.* The region accounted for 9.8 percent of the value of total EEP program awards
and 1.1 percent of total DEIP program awards that year.

Market Development Programs

The USDA recently renamed the Market Promotion Program the Market Access Program (MAP).* Annual
set aside funding for the MAP, which totaled $100 million in FY 1994 and $110 million in FY 1995, is
scheduled to decline to $90 million annually during FYs 1996-2002. Annual set aside funding of the Foreign
Market Development (FMD) program declined from $31.4 million in FY 1994 to $20.8 million in FY 1995;
such funding is slated to increase to $24 million in FY 19962 As in previous years, South Africa was the
major regional beneficiary of U.S. agricultural market development programs during FY 1995, accounting
for 78 percent of current FMD spending and 85 percent of MAP spending in Sub-Saharan Africa. The higher
share of MAP spending likely reflects South Africa’s relatively high regional income level and the emphasis
of the MAP on relatively higher priced, value-added products.

The Emerging Markets Program?* (EMP), which provides trade credits, market development funds, and
technical assistance to eligible countries, was authorized by the Federal Agricultural Improvement and
Reform Act of 1996 (Public Law 104-127), which became effective April 4, 1996. The new name reflects
a shift in emphasis from geo-political considerations that previously targeted the Newly Independent States

19 U.S. Department of Agriculture, Foreign Agricultural Service, press release PR 0275-96, June 28, 1996.

¥ Data from the U.S. Department of Agriculture, Foreign Agricultural Service, Commodity Credit Corporation.
The program provides cash bonuses to allow U.S. exporters to sell U.S. agricultural products in targeted countries at
prices below cost in order to challenge unfair trade practices, encourage negotiations to eliminate these practices,
and to expand U.S. agricultural exports. No U.S. exports to Sub-Saharan Africa benefitted from awards under the
Cottonseed Oil Assistance Program (COAP) or the Soybean Oil Assistance Program (SOAP) during FY 1995 (per
telephone conversation with an official of the Commodity Credit Corporation, July 16, 1996). The COAP and
SOAP programs were not reauthorized under the Federal Agricultural Improvement and Reform Act of 1996 (Public
Law 104-127), which became effective April 4, 1996.

2! Eligible commodities for which no EEP or DEIP bonus awards were made for Sub-Saharan Africa in FY 1995
include barley or malting barley, eggs, feed grains, frozen pork, rice, butter oil, cheddar cheese, mozzarella cheese,
and processed American cheese.

 The change was part of Title I of the Federal Agricultural Improvement and Reform Act of 1996 (Public Law
104-127), which became effective Apr. 4, 1996. :

B USITC staff telephone conversation with an official of the U.S. Department of Agriculture, July 23, 1996.
MAP funding levels are specified by Congress, while FMD funding levels are discretionary by the Foreign
Agricultural Service.

* Previously this program was known as the Emerging Democracies Program
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of the Former Soviet Union to economic and market potential in emerging markets.*> The main criteria in
targeting countries under the new program are positive economic growth factors, a substantial population
(1 million or more), and an annual per capita income level of $8,355 or less. During FY 1995,% expenditures
in Sub-Saharan Africa under the EMP totaled $600,000. Of this amount, South Africa received $485,000 (81
percent of the total), Namibia $61,000 (10 percent), and Ghana $54,000 (9 percent). Obligations for FY 1996
include $445,000 in fellowships under the Cochran Fellowship Program in South Africa and Namibia,
$89,000 for wood product exports to South Africa, and $81,000 for U.S. exporters to exhibit products at the
Food and Hotel Africa 96 conference in South Africa.”’

Food Assistance

U.S. food assistance under titles I, II, and III of the Food for Peace Program ( Public Law 480)* to Sub-
Saharan Africa countries totaled $555.4 million in FY 1995 and was 13 percent lower than in FY 1994, owing
mainly to lower budget levels. The Sub-Saharan Africa region accounted for 44 percent of total U.S. food
assistance under these programs in FY 1995, The primary recipient countries in the region that year included
Rwanda (23 percent of the total), Ethiopia (17 percent), Angola (10 percent), and Liberia (9 percent).
Principal commodities included grains, flours and meals, pulses, and vegetable oils. Food donations under
title IT of Public Law 480 accounted for 86 percent of total food assistance in FY 1995 to the region, followed
by title III (9 percent) and title I (5 percent). Angola, Céte d’Ivoire, and Congo were the only recipients under
title I; Rwanda, Ethiopia, Liberia, and Angola were the primary recipients under title II; and Ethiopia and
Mozambique were the only recipients under title III. No assistance was provided under section 416(b) of the
Agricultural Act of 1949 in FY 1995. »

Agricultural Legislation

The major domestic agricultural legislation passed during 1995-96 that affects U.S.-Sub-Saharan Africa trade
is the Federal Agricultural Improvement and Reform (FAIR) Act of 1996.* The FAIR Act, which succeeds
the Food, Agriculture, Conservation and Trade (FACT) Act of 1990,* generally reduces domestic production
subsidies and reforms trade and food aid programs. The trade provisions of the FAIR Act generally shifts
emphasis from matching export subsidies of competitors in commodity export markets to targeting higher-
value, agricultural exports driven by market considerations. The food aid provisions generally were amended
to provide greater flexibility and improve the administration of food aid programs.

% USITC staff telephone conversation with an official of the U.S. Department of Agriculture, July 23, 1996.

% Asof Apr. 1996. As with the FMD and MPP, FY 1995 is still open.

% USITC staff telephone conversation with an official of the U.S. Department of Agriculture, July 23, 1996.

% The Agricultural Trade Development and Assistance Act of 1954, Public Law 480, 68 Stat. 454. Title I,
administered by USDA, provides for sales of U.S. agricultural commodities using long-term concessional credit.
Title IL is the primary U.S. foreign food donation component and can be used for development projects or emergency
feeding. Title III provides grants for development activities on a government-to-government basis that normally
include policy reform conditions and that frequently generate local currencies for development projects. Titles I
and IIT are administered by USAID.

* Public Law 104-127.

% Public Law 101-624.

31 See, for example, Edwin Young and Dennis A. Shields, “Provisions of the 1996 Farm Bill--the Federal
Agricultural Improvement and Reform (FAIR) Act,” Agricultural Outlook, Economic Research Service, U.S.
Department of Agriculture, Apr. 1996.
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Concerns regarding changes in U.S. and other developed-country agricultural production and export policies
center on the expectation that world food prices will rise and thus reduce the ability of Sub-Saharan Africa
to import food. According to USDA, however, the new food trade and aid policy maintains the U.S.
commitment to remain a major food aid donor and it improves the ability of the United States to adjust food
aid to respond to individual recipients’ needs and conditions.*®

Other Programs

TDA activity in Sub-Saharan Africa in 1995 with respect to agriculture involved a feasibility study for an
integrated sugar production facility in Eritrea, funded at $295,000.** Agriculture-related OPIC assistance
in the region during FY 1995 included insurance coverage for a $47.7 million sugar refinery project in
Ethiopia and a $12.5 million soft drink bottling project in Ghana. This assistance represented about 35
percent of OPIC’s assistance for Sub-Saharan Africa in 19953

Policy Developments in Sub-Saharan Africa

Policy developments in major U.S. agricultural trade partners in Sub-Saharan Africa are discussed below.

South Africa

In the past, South Africa’s agricultural policy emphasized self-sufficiency, largely because of economic
sanctions. Policy measures included price incentives and input subsidies to producers, the use of state trading
enterprises to control the marketing of farm production, and high import tariffs and other barriers. The
estimated cost of these measures to South African consumers was about $550 million annually.® One major
policy change in South Africa has been the aforementioned reductions in tariffs and quotas. Currently, the
South African Government is in the process of liberalizing its agricultural marketing system. The Marketing
of Agricultural Products Bill is under consideration by the Parliamentary Portfolio Committees on
Agriculture. The contents and outcome of the bill are as yet uncertain. There is concern on the part of trading

partners that the new bill would establish new marketing organlzatlons which could limit market access in
the future.*

Land reform in certain countries in Sub-Saharan Africa likely will affect future foreign investment
opportunities. In South Africa, the recent change in government has led to a commitment to land reform on
two fronts--restitution for past forced removals and redistribution to address hunger and inequality.” The
effect of land reform on South African agricultural production, trade, and investment is yet unclear. For

32 1.S. Department of State cable, “Farm Bill: Implications for Trade and Aid,” message reference No. 129256,
prepared by U.S. Department of State, Washington, D.C., June 21, 1996.

3 U.S. Trade and Development Agency, TDA projects, Apr. 1996.

3 QOverseas Private Investment Corporation 1995 Annual Report (Washington, DC: OPIC, 1995), pp. 22-26.

% 1U.S. Department of State cable, “Agricultural Situation,” message reference No. SF5041, prepared by U.S.
Embeassy, Pretoria, Sept. 30, 1995, pp. 12-15.

3% WTO, Working Party on State Trading Enterprises, “Replies to Questions from Canada on the Artwle XVII
Notification of South Africa,” document G/STR/Q1/ZAF/1, July 8, 1996.

%7 U.S. Department of State cable, “Agricultural Situation,” message reference No. SF5041, prepared by U.S.
Embeassy, Pretoria, Sept. 30, 1995.
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example, land reform in neighboring Zimbabwe has resulted in declining productivity and has raised concerns
regarding the erosion of the commercial agricultural sector.*®

Nigeria

Nigeria’s lifting of import prohibitions on many items, as mentioned above, provided the most opportunity
for U.S. exports of rice. U.S. rice enjoys a reputation for high quality in the Nigerian market compared with
rice from Asian competitors.*® In addition, a domestic shortage of fertilizer caused, in large part, by a
suspension of imports in 1995 has had a negative impact on Nigerian agricultural production.* Although this
may present a short-term opportunity for U.S. agricultural exports, foreign exchange constraints may limit
the ability of Nigeria to import.

Ghana

Ghana continued its agricultural policy of increasing the role of the private sector. The Government largely
privatized the Ghana Food and Distribution Corporation, which controlled the marketing of cereals and staple
foods.* The Government is also considering the privatization of COCOBOD, the state marketing agency for
cocoa.*? With respect to trade, COCOBOD officials are concerned about a recent EU proposal that allows
certain manufactured chocolate products to contain up to 5 percent vegetable fat, thus displacing Ghanaian
exports of cocoa butter.”* The officials are also concerned that the United States may adopt a similar standard
in the future, further limiting the global market for Ghanaian cocoa butter.

U.S. exports to Ghana under GSM-102 are affected by foreign exchange restrictions. Ghanaian banks are
subject to foreign exchange ceilings and, as a result, Ghanaian banks generally require 100-percent collateral
at high rates of interest (30-35 percent) for letters of credit to finance GSM-102 transactions. The main
commodities affected by these restrictions are rice, wheat, and corn, although rice was not included in the
GSM-102 program in FYs 1995 and 1996.*

Cote d’Ivoire

Céte d’Ivoire has begun an economic liberalization program mainly in response to a prolonged recession
linked to depressed world prices for cocoa and coffee* and the 50-percent devaluation of the CFA franc on

%8 “Mugabe Assures Investors Zimbabwe’s Land Policy,” Comtex Scientific Corp., NewsEDGE/LAN, June 4,
1996.

¥ U.S. Department of State cable, “Grain and Feed,” message reference NI6007, prepared by U.S. Embassy,
Lagos, April 16, 1996, p. 6.

“ Tbid, p. 1. : '

“ U.S. Department of State cable, “Agricultural Situation,” message reference No. GH5006, prepared by U.S.
Embassy, Lagos, Sept 30, 1995.

“ U.S. Department of State cable, “Producer Price Changes for Cocoa in Ghana,” message reference No.
006508, prepared by U.S. Embassy, Lagos, July 9, 1996. Vegetable fat is a low-cost substitute for cocoa butter in
the production of chocolate.

“ Tbid.

# U.S. Department of State cable, “Grain and Feed,” message reference No. GH5005, prepared by U.S.
Embassy, Lagos, Sept. 30, 1995, pp. 1-2.

* These commodities account for in excess of half the country’s export revenues.
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January 12, 1994.“ The general aim of reforms in the agricultural sector is to deregulate and privatize the
distribution of controlled agricultural commodities to hasten the development of the private sector and to
lower costs borne by the government.*” Such reforms have been targeted to sectors such as rice, cotton, palm
oil, and sugar, which are being privatized.

The dissolution in May 1995 of the Caisse de Perequation, the state trading company that handled rice
imports, has reportedly resulted in increased U.S. rice exports.® Measures have been taken to eliminate a
government monopoly on wheat and flour imports,” and domestic production subsidies were eliminated in
January 1996.° A new investment code, established in 1995, liberalized controls on foreign investment, and
the Government opened the Centre for the Promotion of Investment in Cote d’Ivoire on March 8, 1995. In
response to consultations with the World Bank regarding a $150 million structural adjustment program, the
state trading company that controls the marketing of cocoa and coffee established an electronic auction
system for exporters and lowered freight rates to the United States,” resulting in increased exports.>

Kenya

Recent developments affecting Kenya’s agricultural trade include the expansion of production capacity for
tea and coffee, two of the country’s major export items. The Kenya Tea Development Authority, the agency
that controls the marketing of small-holder tea, is in the process of building 7 new tea factories to augment
the 44 existing factories and may build even more factories.”® The Coffee Board of Kenya, a state trading
agency, commissioned a new coffee mill in March 1995 to augment the output from three existing mills.>*

A development potentially affecting U.S. comn exports was Kenya’s entry into the export market to the
southern Africa region. As a result of recent favorable domestic growing conditions, the liberalization of
grain marketing, relatively high grower support prices, and a prolonged drought in southern Africa, the
National Cereals and Produce Board (NCPB) contracted to export surplus corn supplies to the region.* This
situation occurred in the face of an announced policy by the Kenya Government to reduce the role of the

NCPB in the grain market. Government officials stated that this would be an isolated action to reduce grain
stockpiles.>

% World Trade Organization, Trade Policy Review of Céte d’Ivoire, June 27, 1995, found at
http://www.unicc.org/wto/Trade_Reviews/6_9 0_wpfhtml.

7 Tbid.

8 U.S. Department of State cable, “U.S.-Africa Trade Flows,” message reference No. 009442, prepared by U.S.
Embassy, Abidjan, Aug. 6, 1996.

# U.S. Department of State cable, “Wheat and Flour Imports--Liberalized, But Not,” message reference No.
1V5013, prepared by U.S. Embassy, Abidjan, May 5, 1995.

%0 U.S. Department of State cable, “Agricultural Situation,” message reference No. IV5034, prepared by U.S.
Embassy, Abidjan, Sept. 21, 1995, p. 24.

3! Toid., p. 6.

52 U.S. Department of State cable, “U.S.-Africa Trade Flows,” message reference No. 009442, prepared by U.S.
Embassy, Abidjan, Aug. 6, 1996.

% U.S. Department of State cable, “Tea,” message reference No. KE5010, prepared by U.S. Embassy, Nairobi,
Dec. 18, 1995.

3 U.S. Department of State cable, “Coffee,” message reference No. KE5009, prepared by U.S. Embassy,
Nairobi, Nov. 15, 1995, p. 6.

% U.S. Department of State cable, “Grain and Feed,” message reference No. KE5008, prepared by U.S. Embassy,
Nairobi, Nov. 1, 1995.

% Thid., p. 5.
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Multilateral Lending

Multilateral lending that could affect U.S. trade and investment in the Sub-Saharan Africa agricultural sector
includes project financing and other credit extended by the World Bank Group and the African Development
Bank (AfDB). The World Bank, mainly through the International Development Association (IDA), provided
$375.1 million in lending commitments to the agriculture sector in Sub-Saharan Africa in FY 19955
Projects were funded in Central African Republic, Chad, Céte d’Ivoire, Ethiopia, Ghana, Madagascar, Mali,
Senegal, and Zambia.

Agricultural financing provided to Sub-Saharan Africa through various bodies of the AfDB totaled $112.6
millionin 1995 and accounted for approximately 24 percent of AfDB disbursements to the region (see chapter
3). Leading recipients in Sub-Saharan Africa include Cdte d’Ivoire, Ethiopia, Gabon, Mozambique, Nigeria,
Sudan, and Tanzania. ®

Forest Products™

Overview

Trade in forest products with Sub-Saharan Africa experienced substantial growth in 1995. U.S. exports of
forest products totaled $235.9 million, an increase of 39 percent over the 1994 level, while U.S. imports of
forest products were valued at $100.8 million, a 35 percent increase. The United States ran a trade surplus
in forest products of $135.1 million in 1995.

More than 90 percent of U.S. exports of forest products in 1995 were concentrated to a few countries in the
region, notably South Africa, Cote d’Ivoire, Nigeria, Zambia, and Cameroon as shown below (million
dollars):

South Africa 147.9
Céte d'ivoire 23.0
| Nigeria 19.4
Zambia 15.4
Cameroon 6.8
All other 23.3
Total 2359

Coated paper and kraft paper products were the most important U.S. exports to Sub-Saharan Africa, totaling
over $50 million in 1995. South Africa was by far the main market for these products, accounting for 96
percent of the total. Another important U.S. export to the region is printed books, periodicals, paperbacks,

57 July 1-June 30.

%8 The World Bank, The World Bank Annual Report 1995 (Washington, DC: The World Bank, 1995), p. 59.

% The forest products sector includes wood and articles of wood; wood charcoal; cork and articles of cork;
manufactures of straw, of esparto or of other plaiting materials; basketware and wickerwork; pulp of wood or of

other fibrous cellulosic material, waste and scrap of paper or paperboard; and, paper and paperboard and articles
thereof.

4-12



and other similar printed matter items. Although South Africa is the largest market for these items, an
increasing amount is being exported to other Sub-Saharan countries such as Zambia and Botswana. Exports
of printed matter to all of Sub-Saharan Africa were valued at over $46 million in 1995, up 35 percent from

1994, and are expected to rise further due to the increasing use of the English language in business and
culture.

U.S. imports of forest products from Sub-Saharan Africa also tend to be concentrated among a few countries,
with the top five countries of South Africa, Ghana, Swaziland, Céte d’Ivoire, and Cameroon, accounting for
nearly 85 percent of imports from the region as shown below (million dollars):

South Africa 63.1
Ghana 6.7
Swaziland 6.5
Céte d'lvoire 4.8
Cameroon 4.3
All other 15.4

Total 100.8

U.S. imports of forest products, especially chemical pulps from South Africa, are likely to increase, albeit
slowly, resulting from increased liberalization of U.S. tariffs and nontariff barriers. A South African
company’s acquisition of a large U.S. paper maker and converter in 1994 is expected to increase South
Africa’s shipments of pulp to the United States as the recently acquired firm adjusts its purchasing patterns
of pulp products.®

URA Developments Affecting Sector Trade and Investment

Dutiable U.S. imports from Sub-Saharan Africa fell from $3.0 million in 1994 to $2.0 million in 1995, or by
33 percent, as tariffs in the United States have been reduced under the URA. The U.S. ATWT on forest
product imports from Sub-Saharan Africa into the United States similarly fell from 5.7 percent AVE in 1994

to 4.8 percent AVE in 1995. This decline was due to increased imports of pulp products from South Africa,
which enter duty-free.

The main dutiable item imported by the United States in 1995 consisted of wooden doors and their frames
and thresholds from South Africa, valued at $2.4 million at 7.0 percent AVE, and wicker luggage and
handbags, valued at $1.2 million at 5.3 percent AVE from Madagascar. U.S. duties on wooden doors are
slated to be reduced by 36 percent under the URA, but duties on wicker luggage and handbags are not slated
for further reductions.

Duties on paper and paperboard products in South Africa average 7.5 percent AVE, which is below the 11.7-
percent AVE duty for the major paper and paperboard trading countries.*’ The effective rate of protection
afforded the entire forest products industry declined on October 1, 1995, when the South African Government

% U.S. Department of Agriculture, “South Africa’s Wood, An Overview,” Agworld Attache Reports, Jan. 17,
1996.

¢! Mick Collins, “Paper Industry, Falling Off a Log,” Financial Mail, Nov. 8, 1995, found at
http://www.atd.co.za/fm/issues/1 10895/LA. 1.html.
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eliminated its imposition of import surcharges for the forest products sector.®> However, the South African
Government still requires an import permit, which involves applying to the Director of Imports and Exports
to receive the necessary permission, for the pulp, paper, and wood sectors.*

Economic and Trade Policies Affecting U.S.-Sub-Saharan Africa
Trade and Investment

U.S. Policies

U.S. imports of forest products from Sub-Saharan Africa eligible for GSP treatment totaled $13.4 million in
1995, or 13.3 percent of total forest product imports from the region. This represents an increase of 17.6
percent from 1994 levels. GSP imports from South Africa, Kenya, Madagascar, Ghana, and the Céte d’Ivoire
account for 94 percent of the total as shown below (million dollars):

South Africa 8.0
Kenya 1.9
Madagascar 1.8
Ghana 0.6
Céte d'lvoire 0.3
All other 0.8

Total 134

In regard to U.S. exports in this sector, the USDA plans to provide $89,000 in trade credits for wood product
exports to South Africa under the EMP in FY 1996 as noted previously in the section on agricultural products.

Policy Developments in Sub-Saharan Africa

A number of policy developments occurred during 1995 in Sub-Saharan Africa that may affect future U.S.
exports of forest products to the region. One of the most notable developments is South Africa’s housing
initiative. Housing Minister Sankie Mthembi-Nkondo pledged to continue an initiative to construct 1 million
new housing units over the next five years.** The South African Government is attempting to establish a
mortgage market to finance such construction and has authorized the use of $800 million to develop the
housing sector. Housing construction anywhere close to this volume should lead to an increase in demand
for U.S. wood products and other construction materials.®®

During September 1995, the Government of the Céte d’Ivoire instituted a ban on the exportation of logs,
planks, and scantlings with the aim of reducing over-exploitation of the forest resources and aiding the
development of local, value-added wood processing industries. Approximately 240,000 cubic meters of logs

%2 USTR, 1996 National Trade Estimate Report on Foreign Trade Barriers (Washington, DC: GPO, 1996), pp.
305-307.

8 U.S. Department of Commerce, International Trade Administration (ITA), “1996 Country Commercial Guide
for South Africa,” National Trade Data Bank, 1995.

# U.S. Department of Commerce, ITA, “Housing Market Trends,” Market Research Report, Jan. 1996.
% Tbid.

4-14



were exported to the world before this ban took effect.®® The United States is a very small importer of logs
from Céte d’Ivoire. ®

Chemicals and Related Products®’

Overview

In 1995, the United States remained a major world producer and exporter of chemicals and improved its
positive balance of trade in terms of chemicals and related products with Sub-Saharan Africa. U.S. exports
of chemicals and related products totaled $705.7 million to this region, an increase of 45 percent over 1994,
while U.S. imports of these products were valued at $226.8 million, an increase of 48 percent. The U.S. trade
balance in chemicals and related products increased from $332.2 million in 1994 to $478.9 million in 1995.
The Sub-Saharan African nations are, however, minor U.S. trading partners in terms of these products,

accounting for less than 1 percent of total U.S. imports and total U.S. exports of chemicals and related
products.

In 1995, the primary markets for U.S. chemicals and related products were South Africa, accounting for
$440.2 million, or 62 percent, of total U.S. sector exports to Sub-Saharan Africa, and Nigeria, which
accounted for $83.4 million, or 12 percent, as shown below (million dollars):

South Africa 440.2
|_Nigeria 83.4
Céte d'lvoire 326
Ghana ' 27.3
Ethiopia 27.0
All other 95.2
Total 705.7

U.S. exports to South Africa and Nigeria consisted primarily of intermediate chemicals, which both nations
used as feedstocks for their production of specialty chemicals. Both nations have increased revenue from
exports of various raw materials, such as coal and crude petroleum, allowing them to purchase more goods,
including chemicals and related products, on the world market.

% U.S. Department of Agriculture, “Céte d’Ivoire (Ivory Coast), Forest Products, Ban on Log Exports,”
Voluntary Report, Sept. 1995.

¢ Chemicals and related products, for the purpose of this sectoral write-up are grouped into six categories: (1)
primary aromatic chemicals and olefins (major primary olefins, other olefins, and primary aromatics); (2)
agricultural chemicals (fertilizers and pesticides); (3) miscellaneous finished chemical products (paints, inks, and
related items, synthetic organic pigments, synthetic dyes and couplers, synthetic tanning agents, synthetic tanning
and dyeing materials, photographic chemicals, adhesives and glues, perfumes, cosmetics and toiletries, soaps,
detergents, surface-active agents, explosives, and propellant powders); (4) pharmaceuticals (antibiotics and other
medicinal chemicals); (5) rubber, plastics, and products thereof (polyethylene resins, polypropylene resins, PVC
resins, styrene polymers, saturated polyester resins, other plastics in primary forms, SBR rubber, other synthetic
rubber, pneumatic tires and tubes, other tires, plastic containers and closures, hoses, belting, and plastic pipe,
miscellaneous rubber or plastics products, and natural rubber); and (6) other miscellaneous chemicals (benzenoid
commodity chemicals, benzenoid specialty chemicals, miscellaneous organic chemicals, selected inorganic
chemicals and elements, inorganic acids, salts, and other inorganic chemicals, chlor-alkali chemicals, industrial
gases, essential oils, and other flavoring materials, miscellaneous chemicals and specialties, and gelatin).

4-15



The primary sources of U.S. imports of chemicals and related products from Sub-Saharan Africa in 1995 were
South Africa, which accounted for $117.1 million, or 52 percent, of total U.S. sector imports from Sub-
Saharan Africa, and Nigeria, which account for $68.8 million, or 30 percent, as shown below (million
dollars):

South Africa 117.1
| Nigeria 68.8
Céte d'lvoire 13.1
Cameroon 7.8
Angola 7.4
All other 12.6
Total 226 8

U.S. imports of chemicals and related products from Sub-Saharan Africa were primarily small shipments of
various specialty chemicals, polyester fibers, and plastics products. During 1994-95, U.S. imports of
chemicals and related products from South Africa rose by 26 percent while imports from Nigeria rose by 149
percent. The increase in U.S. imports from South Africa is attributed to a gradual reintegration of the nation
into the world economy and to South Africa’s regained GSP status in May 1994. At the same time, U.S.
imports from Nigeria rose significantly as a result of increased economic stability in the nation and an
increase in the availability of hard currency derived from increased production and exportation of crude
petroleum,

URA Developments Affecting Sector Trade and Investment
Tariff Changes

The dutiable value of U.S. imports of chemicals and related products from Sub-Saharan Africa fell from $51.2
million in 1994 to $22.0 million in 1995 largely due to increased GSP imports from South Africa. The
ATWT on U.S. imports of chemicals and related products from the region increased from 4.5 percent AVE
in 1994 to 6.5 percent AVE in 1995. This change is attributed to a decrease in GSP-¢ligible imports from
other nations, primarily Céte d’Ivoire.

Economic and Trade Policies Affecting U.S.-Sub-Saharan Africa
Trade and Investment

South Africa attempted to simplify its tariff system by consolidating similar products, which resulted in
higher tariffs on some products such as soda ash.® The tariff on soda ash rose from zero in 1991 to 10
percent in 1995. Under the provisions of the URA, South Africa agreed to bind the tariff on soda ash at 10
percent for 5 years and to then reduce the duty to 5.5 percent in 5 equal stages over 5 years.*

8 USTR, “South Africa,” 1996 National Trade Estimate Report, pp. 3