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Preface

Following receipt on January 14, 1997, of a request from the Committee on Ways and Means
of the U.S. House of Representatives, the U.S. International Trade Commission instituted
investigation No. 332-379, Likely Impact of Providing Quota-Free and Duty-Free Entry to
Textiles and Apparel From Sub-Saharan Africa. The purpose of the investigation is to provide
the Committee with an assessment of the competitiveness of the textile and apparel industries
in Sub-Saharan Africa and the likely impact of granting increased access to the U.S. market for
textiles and apparel from the region. The Committee requested the Commission to provide the
information in a report by September 2, 1997.

A copy of the Committee’s request letter is in appendix A, and a copy of the Commission’s
response letter is in appendix B. Appendix C comprises a copy of the Commission’s notice of
investigation, which was posted in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and published in the Federal Register (62 F.R. 8036) on
February 21, 1997. The Commission held a public hearing in connection with the investigation
on May 1,.1997, in Washington, DC. All persons were allowed to appear by counsel or in
person, to present information, and to be heard. In addition, interested parties were invited to
submit written statements concerning the investigation. Appendix D contains a list of witnesses
appearing at the hearing and a summary of the views of interested parties submitted to the
Commission at the hearing or in written statements. Appendix E contains a technical
description of the model use to conduct the requested quantitative analysis and appendix F
comprises tables showing U.S. imports of textiles and apparel from Sub-Saharan Africa, by
selected countries and by product categories, for 1993-96.

The information and analysis in this report are for the purpose of this report only. Nothing in
this report should be construed as indicating how the Commission would find in an investigation
conducted under other statutory authority covering the same or similar matters.=






Abstract

At the request of the Committee on Ways and Means of the U.S. House of Representatives in January
1997, the U.S. International Trade Commission initiated a study on the likely impact of granting quota-free and
duty-free entry to textiles and apparel from Sub-Saharan Africa (SSA). Legislation introduced in April 1997
(H.R. 1432, the African Growth and Opportunity Act) would grant such trade preferences.

U.S. imports of textiles and apparel from SSA grew by an annual average of 18.8 percent during 1991-96
to $383 million, or less than 1 percent of total U.S. imports of such goods. They were concentrated in apparel,
especially cotton shirts and pants, and came mostly from Mauritius, South Africa, and Lesotho. SSA exports of
textiles and apparel to the world rose by 5.4 percent a year during 1990-95 to $1.7 billion, or 2 percent of the
region’s total exports. The European Union (EU) accounted for 53 percent of SSA exports of textiles and apparel
in 1994; the United States followed with 23 percent.

Seven of the 48 countries in SSA export textiles and apparel to developed-country markets such as the
United States and the EU. They are Mauritius, South Africa, Lesotho, Kenya, Swaziland, Madagascar, and
Zimbabwe. Nine other SSA countries have the potential to expand exports of such goods to the United States
should SSA be granted preferential U.S. market access. They are Botswana, Cameroon, Cote d’Ivoire, Ghana,
Malawi, Mozambique, Nigeria, Tanzania, and Zambia. The other SSA countries are less likely to compete in the
U.S. market; imports of such goods from most of them were less than $100,000 each in 1996.

Key findings of the Commission’s study are as follows:

»  Removal of U.S. quotas on textile and apparel imports from SSA would have a small impact on such
trade, based on the Commission’s quantitative analysis using 1996 data. The estimated increase in
apparel imports from SSA would range from 0.4 to 0.6 percent. U.S. consumers would benefit from
quota removal, but the welfare gains would be small ($2.6 to $3.3 million). The impact of quota
removal on U.S. producers and workers is negligible. Since the quota for textiles from SSA did not have
arestrictive effect in 1996, its removal would likely have a negligible effect on trade.

» Ifboth quotas and tariffs were removed, the Commission estimated that U.S. imports of apparel from
SSA would grow between 26.4 and 45.9 percent (between $100 million and $175 million) and net
welfare would rise between $47 million and $96 million. U.S. apparel imports from the rest of the world
would fall by not more than an estimated 0.2 percent ($75 million). U.S. domestic shipments of apparel
would decline by about 0.1 percent ($47 million) and result in employment losses of 676 full-time-
equivalents (an upper-bound estimate).

+ For textiles, the Commission estimated that the removal of duties would result in an increase in U.S.
imports from SSA of 10.5 to 16.8 percent ($2.5 to $4 million) and in a welfare gain of $0.6 to $1.5
million. The expected increase in textile imports from SSA would lead to a slight decline (not more than
0.05 percent) in textile imports from the rest of the world. The likely impact on the U.S. textile industry
and its workers would be negligible.

+  Entry barriers for the production of apparel, compared with that for textiles, are generally minimal in
terms of capital and infrastructure requirements. Therefore, new investment in SSA resulting from
preferential access to the U.S. market will likely be in the apparel sector. However, uncertainty regarding
the economic environment in SSA with respect to limited infrastructure development, macroeconomic
policies, and political instability, precludes the assessment of the extent to which foreign direct
investment would be attracted to SSA, particularly in the short term.

« U.S. industry has expressed concern about a possible increase in textile fraud, especially illegal
transshipments of Asian textiles and apparel through SSA to avoid U.S. quotas. The legislation would
require exporting countries in SSA to adopt a visa system to guard against transshipment.®
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Executive Summaﬂ

On January 14, 1997, the U.S. International Trade Commission (Commission) received a
request from the Committee on Ways and Means of the U.S. House of Representatives for an
investigation under section 332(g) of the Tariff Act of 1930 (19 U.S.C. 1332(g)) regarding the
likely impact of granting quota-free and duty-free entry to textiles and apparel from 48 countries
of Sub-Saharan Africa (SSA). Specifically, the Committee requested that the Commission
provide--

(1) areview of any relevant literature on this issue prepared by governmental and
nongovernmental organizations;

(2) an assessment of the competitiveness of the textile and apparel industries in
SSA countries, to the extent possible;

(3) a qualitative and quantitative assessment of the economic impact on U.S.
producers, workers, and consumers of quota-free entry for imports of textiles
and apparel from SSA. The Committee also asked that the Commission
address the potential shifting of global textile and apparel production facilities
to SSA that might occur as a result of the changes contained in proposed
legislation. (The Committee specifically referenced H.R. 4198, African
Growth and Opportunity: The End of Dependency Act of 1996, introduced in
the 104th Congress, and stated that a similar bill would be introduced in the
105th Congress); and

(4) a qualitative and quantitative assessment of the economic impact on U.S.
producers, workers, and consumers of eliminating the exclusion of textiles and
apparel from SSA countries from coverage under the Generalized System of
Preferences (GSP), in addition to quota-free entry for imports from these
countries.

The Committee also requested that the Commission identify the specific types of textile and

apparel articles which are most likely to be produced in SSA and which would have the most
significant impact on U.S. producers, workers, and consumers.

Proposed Legislation

Legislation introduced in the 105th Congress on April 24, 1997--H.R. 1432, the African
Growth and Opportunity Act--would authorize a new trade and investment policy for SSA. In
part, the bill provides for increased U.S. market access for textiles and apparel from the region,
SSA countries currently account for less than 1 percent of U.S. imports of such goods. The bill
would eliminate existing U.S. quotas on imports of textiles and apparel from SSA countries and
authorize the President to grant duty-free treatment under the GSP to such imports. All 48 SSA
countries would be eligible under the Act, but only if the President determines that the country
has established, or is making continual progress toward establishing, a market-based economy.



Section 8(a) of H.R. 1432 sets forth several findings of Congress regarding the competitiveness
of SSA in the global market. First, SSA has limited capacity to produce textiles and apparel,
and this capacity is projected to grow at a modest rate; accordingly, it will be difficult for SSA
to annually supply more than 3 percent of U.S. textile and apparel imports during the next 10
years. Further, if imports of textiles and apparel from SSA grow to “around 3 percent” of total
U.S. imports of such goods, they will not represent a threat to U.S. producers, workers, or
consumers.

Section 8(c) of the bill eliminates U.S. import quotas on textiles and apparel from Kenya and
Mauritius, the only SSA countries now subject to such quotas, but only after each country
adopts a visa system to guard against unlawful transshipment of textiles and apparel.! Other
SSA countries planning to export large quantities of textiles and apparel to the United States
would also be required to have a visa system in place to guard against transshipment.

Section 9 of the bill authorizes the President to designate textiles and apparel as GSP-eligible
articles with respect to eligible SSA countries if, after receiving the advice of the Commission,
he determines that such articles are not import sensitive in the context of imports from these
countries. The proposed GSP duty-free treatment would remain in effect until May 31, 2007.

Country and Product Coverage

Sub-Saharan Africa comprises a diverse set of countries (see map on next page). Population
data for 1995 show that Nigeria is the largest SSA country with 111 million people, followed
by Ethiopia with 56 million. South Africa has the largest economy, with a gross national
product (GNP) of $131 billion in 1995; Nigeria is second, with $28 billion. Most countries in
the region rank among the poorest in the world. The World Bank classifies 38 of the 48 SSA
countries in the lowest income group (GNP per capita of $765 or less in 1995) and 6 in the
lower middle income group ($766 to $3,035); the remaining 4 countries are in the upper middle
income group ($3,036 to $9,385).

The articles covered by this investigation are those subject to textile agreements, namely textiles
and apparel of cotton, other vegetable fibers, wool, manmade fibers, and silk blends (hereinafter
referred to as sector goods). Used clothing and other used textile items are a major U.S. export
to SSA. Such U.S. exports to SSA totaled $92 million in 1996; they were eighth out of all U.S.
exports to the region. Several SSA countries have expressed concern about the adverse impact
that shipments of used apparel and textile articles have had on their domestic textile and apparel
sectors, as such goods depress demand for locally made goods.

U.S. imports of sector goods from SSA grew by an annual average of 18.8 percent during
1991-96 to $383 million, or less than 1 percent of total U.S. sector imports. In 1996, sector
imports from SSA fell by 7 percent. Most sector imports from SSA consist of apparel (93
percent of the 1996 total), particularly basic cotton pants, shirts, and blouses. These goods are
especially suited to production in countries at the initial stages of industrialization because
manufacturing involves standardized runs, simple tasks, and few styling changes.

1Visas are issued by the quota regulatory authority of the country in which the goods originate, and
they certify the origin of the goods, specify the product type and quantity, and authorize the shipment.

2The GSP program, which had expired on May 31, 1997, was extended retroactively to June 30,
1998, by the Revenue Reconciliation Act of 1997.
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Map of Sub-Saharan Africa
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Some 80 percent of sector imports from SSA in 1996 came from three countries--Mauritius (43
percent), South Africa (20 percent), and Lesotho (17 percent). Kenya followed with 7 percent
of the total. Sector imports from most of the remaining SSA countries were very small; 24 of
the countries each shipped less than $100,000 in 1996. Although sector goods accounted for
slightly less than 3 percent of total U.S. merchandise imports from SSA in 1996, they
represented a significant share of the shipments from several SSA countries. For example,
sector goods accounted for 99 percent of total U.S. imports from Lesotho, 76 percent for
Mauritius, and 38 percent for Swaziland.

The transshipment of sector goods through third countries to avoid quotas, as well as other
types of textile fraud, is a priority of the U.S. Customs Service, which has expanded efforts to
combat such illegal transshipments. Although official data are not available on the extent of
these transshipments, the Customs Service has documented that eight SSA countries have been
used as illegal points of transshipment: Kenya,® Lesotho, Mauritius, Mozambique, South Africa,
Tanzania, Togo, and Zimbabwe. Under textile agreements negotiated with exporting countries,
the United States may send “jump teams” to foreign countries to verify production capacity of
a factory. In addition, the United States may apply transshipments to the quota of the true
country of origin and charge up to three times the amount of the transshipment against quota
in the event of repeated circumvention by a country.

Economic Overview of Sub-Saharan Africa

Economic growth in SSA, as measured by the average annual growth rate of the region’s gross
domestic product (GDP), fell from 1.7 percent during 1980-90 to 1.4 percent during 1990-95.
The region’s growth was much lower than that of most other lower and middle-income country
groups during 1990-95.

During the past decade, many SSA countries began the process of economic reform. To varying
degrees, these countries initiated reforms that were designed to stabilize foreign exchange rates,
liberalize trade and investment, and promote foreign direct investment (FDI) and free enterprise.
Nevertheless, SSA still lags behind other developing countries in terms of net private capital
flows, including FDI. Most net private capital and FDI flows into SSA are concentrated in a
few countries, led by Nigeria, Angola, and Ghana, and in the energy and mining sectors.

SSA also faces a significant debt burden. High debt burdens can have a detrimental effect on
economic growth both by acting as a disincentive to investment and by potentially increasing
uncertainty. The World Bank classifies 31 of the 48 SSA countries as “severely indebted.” The
ratio of total external debt to either GNP or exports of goods and services for SSA is higher than
the respective ratios for other regions, such as South Asia, Latin America and the Caribbean,
and the Middle East and North Africa.

Although many SSA countries rely heavily on agriculture, the services sector accounts for the
largest share of SSA GDP. From 1980 to 1995, services’ share of SSA GDP rose from 38 to
48 percent, while industry’s share fell from 36 to 30 percent, and agriculture’s share declined

3H. E. Dr. Benjamin E. Kipkorir, Ambassador of the Republic of Kenya, stated that there was only
one instance of transshipment involving Kenya and that the transshipment “was dealt with.”
Transcript of hearing, p. 12.



from 24 to 20 percent. The latest available data show that agriculture accounted for 68 percent
of SSA employment in 1990. Manufacturing value added accounted for more than 20 percent
of GDP in only six SSA countries--between 20 and 25 percent for Burkina Faso, Mauritius, and
South Africa, 30 percent for Zambia and Zimbabwe, and 36 percent for Swaziland.

Recent data on the value added for the textile and apparel sector are more limited. Of the SSA
countries currently competing in the global market, South Africa has the largest textile and
apparel sector ($2.0 billion), followed by Mauritius ($288 million), and Zimbabwe ($236
million). Mauritius stands out since the sector accounts for 45 percent of its manufacturing
value added.

Overall SSA exports decreased by 24 percent during 1980-93, to $62 billion. A major portion
of the decline was accounted for by the drop in exports of Nigeria (55 percent) and the
Democratic Republic of the Congo (36 percent). The share of SSA exports accounted for by
fuels, minerals, and metals fell from 61 to 40 percent during the period; “other manufactures”
rose from 16 to 36 percent. On a geographic basis, SSA exports to the European Union (EU)
declined by 31 percent during the period, to $18.9 billion, and exports to the United States fell
by 21 percent, to $13.0 billion. Exports to the rest of the world dropped by 21 percent to $30.1
billion. The decline in SSA exports to the EU occurred despite trade preferences afforded SSA
under the Lomé Convention. Factors attributable to the SSA’s inability to maintain or expand
its share of the EU market include unstable macroeconomic conditions and supply-side
constraints.

Although the level of infrastructure varies among SSA countries, the region as a whole lags
behind other low- to middle-income regions. SSA’s infrastructure deficiencies contribute to the
region’s difficulty in attracting FDI.

Competitive Position of the Textile and Apparel

Sector in SSA Countries

SSA is a very small exporter of sector goods to the global market, accounting for less than 1
percent of world exports of such goods in 1995. SSA sector exports grew by an annual average
of 5.4 percent during 1990-95 to $1.7 billion, two-thirds of which consisted of apparel. Sector
exports accounted for about 2 percent of the region’s total exports in 1995. Mauritius and
South Africa together generated three-fourths of SSA’s sector exports in 1995. The EU, with
its colonial ties to SSA, was the primary market for the region’s exports of textiles and apparel,
accounting for just over one-half of the total in 1994. The United States followed with just
under one-fourth of the total. Other SSA countries accounted for 13 percent of exports.

For purposes of this report, the 48 SSA countries are divided into three groups. The first group
comprises the seven countries that currently export textiles and apparel to developed country
markets such as the United States and the EU. Although costs related to entry into foreign
markets such as the United States are often substantial, the growth and/or current size of the
export sectors in these SSA countries suggests that costs related to entry and expansion are not
insurmountable. The second group consists of nine countries that are considered to have the
potential to expand exports of textiles and apparel to the United States based, in part, on past
production and export performance. The third group includes the 32 remaining SSA countries,
which are less likely to compete in the U.S. market for such goods. -

Xiii



The seven countries in group 1 are Mauritius, South Africa, Lesotho, Kenya,
Swaziland, Madagascar, and Zimbabwe. Mauritius has the most developed, export-
oriented apparel industry in SSA, exporting quality apparel all over the world. U.S.
sector imports from Mauritius peaked at $191 million in 1995, and then fell to $165
million in 1996. The price competitiveness of Mauritian sector goods has declined
recently because of rising labor costs brought on by a tight labor market. As a result,
some Mauritian sector trade has shifted to neighboring Madagascar. U.S. sector
imports from Madagascar, which has a low-cost, relatively skilled workforce, rose from
less than $1 million a year in the early 1990s to $11 million in 1996.

U.S. sector imports from South Africa have grown rapidly since 1991, when the United
States lifted the trade embargo imposed against South Africa under the Comprehensive
Anti-Apartheid Act of 1986. Imports rose from $1.5 million in 1991 to $77 million
in 1996; the pre-embargo peak was $55 million in 1985. South Africa is the largest
producer of sector goods in SSA, but it exports only a small share of its production.
Factors such as low productivity and the limitations initially imposed during the period
of international sanctions hamper its ability to compete globally, especially with Asian
sector firms. In addition, South Africa has relatively high labor costs, so the sector
tends to focus on the production of higher quality or niche products for export.
Nonetheless, South Africa has a developed infrastructure and an established textile and
apparel sector upon which to expand production. Both Lesotho and Swaziland, which
have close trading relationships with South Africa, have long-term potential to develop
globally competitive textile and apparel sectors. -

The trade sanctions on South Africa encouraged firms there to shift production of
sector goods for export to neighboring Lesotho and Swaziland. The resulting increase
in U.S. sector imports from Lesotho, from negligible levels in the mid-1980s to $27
million in 1991 and to $52 million in 1992, led to the establishment of U.S. quotas.
However, reflecting the imposition of the quotas and the lifting of the U.S. trade
embargo on South Africa, sector imports from Lesotho leveled off at slightly more than
$60 million during 1994 and 1995, and then rose to a high of $65 million in 1996.
Sector imports from Swaziland more than doubled between 1991 and 1994 to $15
million, and then fell to about $11 million in 1995 and 1996. Both Lesotho and
Swaziland, which have close trading relationships with South Africa, have long-term
potential to develop globally competitive textile and apparel sectors.

Zimbabwe’s textile and apparel sector has shown the capability to export to developed
country markets, which account for most of its sector exports. The 50-percent growth
in Zimbabwe’s sector exports during 1990-95 partly reflected efforts by apparel
exporters to shift their product mix to more fashionable and higher valued goods.
Zimbabwe’s textile industry mainly exports low-valued cotton goods, such as yarn and
unfinished fabric. For the most part, the industry is unable to competitively produce
quality finished fabrics or other textiles for export to developed country markets.

U.S. sector imports from Kenya rose about sixfold during 1991-94, to a high of $37
million, before decreasing to just under $28 million in 1996. Although these imports
fell following the establishment of U.S. quotas on Kenya’s shipments of certain shirts
and pillowcases in 1994 and the difficulty that the Government of Kenya and sector
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producers had in allocating the quotas, Kenya’s textile and apparel sector has the
capacity and capability to regain a share of the U.S. market.

The nine countries in group 2 that are considered to have the potential to expand
exports of sector goods to the United States are Botswana, Cameroon, Céte d’Ivoire,
Ghana, Malawi, Mozambique, Nigeria, Tanzania, and Zambia. With the proper
amount of investment and the opportunity to export to the United States with quota-
free and duty-free status, these countries would likely develop a textile and apparel
sector capable of competing in the U.S. market.

The 32 remaining countries (group 3), which are considered less likely to compete in
the U.S. textile and apparel market, are among the poorest in the world. These
countries, some of which have no formal textile or apparel industry, are characterized
by political instability, a poor natural resource base, a small internal market, and/or
limited infrastructure.

Entry barriers for the production of apparel, compared with that for textiles, are
generally minimal in terms of capital and infrastructure requirements. Thus, new
investment in SSA resulting from preferential access to the U.S. market will likely be
in the apparel industry. However, uncertainty regarding the economic environment in
SSA with respect to limited infrastructure development, macroeconomic policies, and
political instability, precluded the assessment of the extent to which FDI would be
attracted to SSA, particularly in the short term.

Qualitative and Quantitative Assessment

°

The Commission estimated the potential economic effect of removing the quotas
imposed on U.S. imports of sector goods from SSA. It found that quota removal would
have a small impact on U.S. imports of apparel (an increase of 0.4 to 0.6 percent). U.S.
consumers would benefit somewhat, but the welfare gains would be small ($2.6 million
to $3.3 million). The impact of quota removal on U.S. producers and U.S. workers
would be negligible. Since the U.S. quota on imports of textiles from SSA did not have
a restrictive effect in 1996, its removal is likely to have a negligible effect on trade.

If both quotas and tariffs on U.S. imports of apparel from SSA were eliminated, the
gains to SSA exporters and U.S. consumers would be more significant. U.S. imports
of apparel from SSA are projected to increase by 26.4 to 45.9 percent; net welfare
would increase by $47.0 million to $96.4 million.

Duty-free treatment for U.S. imports of textiles from SSA would result in increases in
imports of between 10.5 and 16.8 percent. The welfare gains generated by tariff
elimination would amount to an estimated $0.6 million to $1.5 million.

The increase in U.S. imports of textiles and apparel from SSA resulting from duty-free
and quota-free treatment leads to a slight reduction in imports of comparable goods
from the rest of the world. However, the declines do not exceed 0.3 percent.



. U.S. domestic shipments of apparel would decrease by about 0.1 percent ($47.1
million) with the removal of quotas and duties on U.S. apparel imports from SSA.
Corresponding employment losses amount to approximately 676 full-time-equivalents
(an upper-bound estimate). The estimated impact on the U.S. textile industry and its
workers is considerably smaller; the decline in domestic shipments and employment
would be negligible.

Views of Interested Parties

The Commission received written submissions from representatives of five SSA countries,
which support the proposed legislation. The Ambassador of the Republic of Kenya underscored
the importance of removing quotas on imports from his country, asserting that the U.S. decision
to impose quotas in 1994 has had a negative impact on the apparel sector of Kenya’s economy.
The Mauritian Ambassador noted that imports of sector goods from 46 of the 48 countries in
SSA currently enter free of quota and that sector imports from these nations do not negatively
affect the U.S. industry. He also stated that the proposed trade preferences for SSA will allow
for further development by the more established SSA countries, in turn enabling the more
developed nations to invest in the region and to serve as a model for development for other SSA
countries.

Representatives of the U.S. textile and apparel industry opposed the opening of the U.S. market
to sector goods from low-wage countries in SSA. They expressed concern about transshipments
from Asian firms, which have quotas and therefore would be the unintended beneficiaries of
U.S. efforts to assist SSA countries. Other interested parties, including African textile and
apparel trade associations and U.S. importers of apparel, expressed support for the proposed
legislation as a means to increase the competitiveness of the SSA textile and apparel sector and
encourage overall economic development in SSA countries. U.S. importers also supported the
measure as a means to obtain low-cost goods for sale in the domestic market, thereby lowering
the overall cost of apparel in the United States.®



CHAPTER 1
Introduction

Purpose

On January 14, 1997, the U.S. International Trade Commission (Commission) received a
request (see appendix A) from the Committee on Ways and Means of the U.S. House of
Representatives for an investigation under section 332(g) of the Tariff Act of 1930 (19 U.S.C.
1332(g)) regarding the likely impact of granting quota-free and duty-free entry to textiles and
apparel from 48 countries of Sub-Saharan Africa (SSA). Specifically, the Committee requested
that the Commission provide--

(1) areview of any relevant literature on this issue prepared by governmental
and nongovernmental organizations;

(2) an assessment of the competitiveness of the textile and apparel industries
in SSA countries, to the extent possible;

(3) a qualitative and quantitative assessment of the economic impact on U.S.
producers, workers, and consumers of quota-free entry for imports of
textiles and apparel from SSA. The Committee also asked that the
Commission address the potential shifting of global textile and apparel
production facilities to SSA that might occur as a result of the changes
contained in proposed legislation. (The Committee specifically referenced
H.R. 4198, African Growth and Opportunity: The End of Dependency Act
of 1996, introduced in the 104th Congress,' and stated that a similar bill
would be introduced in the 105th Congress); and

(4) a qualitative and quantitative assessment of the economic impact on U.S.
producers, workers, and consumers of eliminating the exclusion of textiles
and apparel from SSA countries from coverage under the Generalized
System of Preferences (GSP),” in addition to quota-free entry for imports
from these same countries.

The Committee also requested that the Commission identify the specific types of textile and
apparel articles which are most likely to be produced in SSA and which would have the most
significant impact on U.S. producers, workers, and consumers.

'HR. 4198 was introduced in September 1996 and referred to the Committee on Ways and
Means. No further action was taken on the bill during the 104th Congress.

2Under current law (title V of the Trade Act of 1974, which authorizes the GSP program), the
President may not designate textiles and apparel subject to textile agreements as eligible for duty-free
treatment under GSP. Legislation introduced in the 105th Congress (H.R. 1432) would create an
exception and authorize the President to provide GSP duty-free benefits to qualifying textiles and
apparel from eligible SSA countries.
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Proposed Legislation

Legislation introduced in the 105th Congress on April 24, 1997--HR. 1432, the African
Growth and Opportunity Act--would authorize a new trade and investment policy for SSA. In
part, the bill provides for increased U.S. market access for textiles and apparel from the region;
SSA countries currently account for less than 1 percent of U.S. textile and apparel imports. As
discussed below, the bill would eliminate existing U.S. quotas on imports of textiles and apparel
from SSA countries and authorize the President to grant GSP duty-free treatment to such
imports. All 48 SSA countries would be eligible under the Act, but only if the President
determines that the country has established, or is making continual progress toward establishing,
a market-based economy.

Section 8(a) of H.R. 1432 sets forth several findings of Congress regarding the competitiveness
of SSA in the global market, stating--

that SSA has limited capacity to produce textiles and apparel and that this
capacity is projected to grow at a modest rate; that it will be difficult for SSA
to annually supply more than 3 percent of U.S. textile and apparel imports
during the next 10 years; and that, if imports of textiles and apparel from SSA
grow to “around 3 percent” of total U.S. imports of such goods, they will not
represent a threat to U.S. producers, workers, or consumers.

Section 8(c) of the bill eliminates U.S. import quotas on textiles and apparel from Kenya and
Mauritius, but only after each country adopts a visa system to guard against unlawful
transshipment of textiles and apparel.®> Kenya and Mauritius are the only SSA countries now
subject to such quotas. Other SSA countries planning to export large quantities of textiles and
apparel to the United States would also be required to have a visa system in place to guard
against transshipment.

*Section 9 of the bill authorizes the President to designate textiles and apparel as GSP-eligible
articles with respect to eligible SSA countries if, after receiving the advice of the Commission,
he determines that such articles are not import sensitive in the context of imports from these
countries. The proposed GSP duty-free treatment would remain in effect until May 31, 2007.°

3 The United States requires visas for textile and apparel imports from many countries. Issued by
the quota regulatory authority of the country in which the goods originate, a visa is a stamp on a paper
document that certifies the origin of the goods, specifies the product type and quantity, and authorizes
the shipment. The U.S. Customs Service, which uses the information to charge imports against
quotas, is implementing an electronic visa system to help expedite the clearance of imports and
eliminate visa fraud and unlawful transshipments.

4 South Africa, Nigeria, and Lesotho are SSA countries previously subject to U.S. quotas. The
quota agreement with South Africa, scheduled to expire in 1988, was made inoperative by the
Comprehensive Anti-Apartheid Act of 1986, which banned imports of textiles and certain other goods
from South Africa. The trade sanctions were lifted by Executive Order 12769 of July 10, 1991,
published in the Federal Register of July 12, 1991 (56 F.R. 31855). The quota agreements with
Nigeria and Lesotho expired in December 1992 and November 1994, respectively.

3 The GSP program, which had expired on May 31, 1997, was extended retroactively to June 30,
1998, by the Revenue Reconciliation Act of 1997 (Public Law 105-34, Aug. 5, 1997).
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Scope

H.R. 1432, which was introduced by Representative Philip M. Crane et al., was referred to the
House Committees on Ways and Means, International Relations, and Banking and Financial
Services. On May 22, 1997, the Africa Subcommittee of the Committee on International
Relations held a public markup and amended the bill, and cleared it for full committee action.
On June 25, 1997, the Committee on International Relations held a public markup and approved
the bill, as amended. The measure must still be approved by the Ways and Means and Banking
Committees before it can be considered by the full House. In the Senate, a companion measure,
S. 778, was introduced by Senator Richard G. Lugar on May 21, 1997. The bill was referred
to the Senate Committee on Finance. No action had been taken in the Senate, as of August
1997.

Country Coverage

Sub-Saharan Africa comprises a diverse set of countries. As shown in the map in the Executive
Summary, although most are on the African continent, several are island nations located in the
Atlantic Ocean (Cape Verde, Sdo Tomé and Principe, and parts of Equatorial Guinea) and the
Indian Ocean (Comoros, Madagascar, Mauritius, and Seychelles). In terms of 1995 population,
Nigeria is the largest SSA country, with 111 million people, followed by Ethiopia with 56
million, the Democratic Republic of the Congo (formerly Zaire) with 44 million, and South
Africa with 41 million (table 1-1). Seven SSA countries have less than 1 million people;
Seychelles, the smallest, has 74,000. South Africa has the largest economy by far, with a gross
national product (GNP) of $131 billion in 1995, followed by Nigeria at $28.4 billion and Céte
d’Ivoire at $9.2 billion. At least eight SSA countries each had a GNP of less than $1 billion;
Sdo Tomé and Principe, the smallest, had a GNP of $45 million.

According to published World Bank data, GNP per capita for SSA declined at an annual rate
of 1.1 percent during 1985-95, to an average of $490. Most countries in the region rank among

.the poorest in the world. In terms of 1995 GNP per capita, 38 SSA countries were in the lowest

income group ($765 or less) and 6 were in the lower middle income group ($766 to $3,035).
The remaining four countries--Gabon, Mauritius, Seychelles, and South Africa--were in the
upper middle income group ($3,036 to $9,385).

Used clothing and other used textile articles are a major U.S. export to SSA. Such U.S. exports
amounted to $92 million in 1996; they were eighth out of all U.S. exports (on a 6-digit
Harmonized Tariff Schedule basis) to the region. Several SSA countries have expressed
concern about the adverse impact that used apparel and used textile articles have had on their
domestic textile and apparel industries, as such goods depress demand for locally made
products.

For purposes of this report, the 48 SSA countries are divided into three groups. The first group
comprises the seven countries that currently export textiles and apparel to developed country
markets such as the United States and the European Union (EU). The second group consists
of nine countries that are considered to have the potential to expand exports of such goods to
the United States based, in part, on past production and export performance. The third group
includes the 32 remaining SSA countries, which are less likely to compete in the U.S. market
for textiles and apparel. The countries in groups 1 and 2 are listed in table 1-2. The criteria
used to divide the countries into the three groups are presented in chapter 2 of this report, which
assesses the competitive position of the textile and apparel sector in SSA countries.
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Table 1-1

Sub-Saharan Africa: Population, GNP per capita, and GNP, 1995, and U.S. general imports, total and
for textiles and apparel,’' 1996

U.S. imports, 1996

GNP per Textiles and apparel
Population, capita, GNP, Share of
Country 1995 1995 1995 Total Total total imports
Million
Thousands Dollars dollars ——1,000 dollars —  Percent

Angola 10,772 410 4,422 2,575,444 0 0
Benin 5,475 370 2,034 18,154 264 1
Botswana 1,450 3,020 4,381 26,981 6,841 25
Burkina Faso 10,377 230 2,417 3,860 9 ()
Burundi 6,264 160 984 2,081 6 (O
Cameroon 13,288 650 8,615 64,497 799 1
Cape Verde 380 960 366 378 0 0
Central African Republic 3,275 340 1,123 268 1 0O
Chad 6,448 180 1,144 7,116 0 0
Comoros 499 470 237 6,217 30 (@
Congo, Republic of the 2,633 680 1,784 280,280 0 0
Congo, Democratic Republic of * 43,848 120 5,313 214,290 31 (®
Céte d'lvoire 13,978 660 9,248 397,376 569
Djibouti 634 * ® 8 0 0
Equatorial Guinea 400 380 152 76,022 0 0
Eritrea 3,574 ® ® 1,548 165 11
Ethiopia 56,404 100 5,722 34,586 429 1
Gabon 1,077 3,490 3,759 1,520,431 15 (9
Gambia, The 1,113 320 354 1,927 26 1
Ghana 17,075 390 6,719 171,354 912 1
Guinea 6,591 550 3,593 116,454 13 (3
Guinea-Bissau 1,070 250 265 46 0 0
Kenya 26,688 280 7,583 106,621 27911 26
Lesotho 1,980 770 1,519 65,347 65215 99
Liberia 2,733 ® ® 26,893 3 0O
Madagascar . 13,651 230 3,178 45,629 11,034 24
Malawi 9,757 170 1,623 72,483 1,540 2
Mali 9,788 250 2,410 5,486 259 5
Mauritania 2,274 460 1,049 5,294 147 3
Mauritius 1,128 3,380 3,815 216,935 164,955 76
Mozambique 16,168 80 1,353 26,552 447 2
Namibia 1,545 2,000 3,098 26,973 13
Niger 9,028 220 1,961 697 161 23
Nigeria 111,273 260 28,411 4,700,775 1,530 ()
Rwanda 6,400 180 1,128 8,748 0 0
Sao Tomé and Principe 129 350 45 449 A 6
Senegal 8,468 600 5,070 5,489 1,018 19
Seychelles 74 6,620 487 2,826 0 0
Sierra Leone 4,195 180 762 22,380 40 O
Somalia 9,491 ® ® 150 & 0O
South Africa 41,457 3,160 130,918 2,307,866 77,052 3
Sudan 26,707 () ® 18,654 1 0O
Swaziland 900 1,170 1,051 29,934 11,458 38
Tanzania 29,646 120 3,703 16,085 4,106 26
Togo 4,085 310 1,266 4,236 145 3
Uganda 19,168 240 4,668 15,909 0 0
Zambia 8,978 400 3,605 64,102 456 1
Zimbabwe 11,011 540 5,933 133,039 5,455 4

Total ’ 583,300 490 278574 13,448.871 383,055 3

See footnotes for table on next page.

14



Table 1-1—Continued

Sub-Saharan Africa: Population, GNP per capita, and GNP, 1995, and U.S. general imports, total
and for textiles and apparel,' 1996

" Includes articles covered by the Multifiber Arrangement, that is, textiles and apparel of cotton, other vegetable fibers,
wool, manmade fibers, and silk blends.

2 | ess than $500 or 0.5 percent.

3 Formerly Zaire.

* Estimated by the World Bank to be in the lower middle income group ($766 to $3,035).

5 Not available.

¢ Estimated by the World Bank to be in the low income group ($765 or less).

7 Data shown for total population, average GNP per capita, and total GNP for all of Sub-Saharan Africa are from
different World Bank reports (as indicated below) and, thus, may not represent the sum or average of the country data
shown in the respective columns.

Source: U.S. import data compiled from official statistics of the U.S. Department of Commerce; textile and apparel data
are from a special table prepared by Commerce’s Office of Textiles and Apparel on the basis of data published in its Major
Shippers Reports. All other data are from the World Bank, Washington, DC, as follows: data on total population and
average GNP per capita for all of Sub-Saharan Africa are from World Development Report 1997 (New York: Oxford
University Press, Inc., June 1997), table 1, p. 215; data on total GNP for all of Sub-Saharan Africa are from Global
Development Finance 1997, vol. 2: Country Tables, p. 38; data on population by country from 1997 World Bank Atlas,

pp. 16 and 17; and data on GNP and GNP per capita by country from World Development Indicators (CD-ROM),
unnumbered table entitled “Economy.”

Table 1-2
Textiles and apparel: U.S. general imports from Sub-Saharan Africa, by major sources, 1991-96

(1,000 dollars)

Source 1991 1992 1993 1994 1995 1996
Group 1:
Mauritius 98,906 114,903 162,298 187,192 191,005 164,955
South Africa 1,533 13,425 24,443 47,344 68,525 77,052
Lesotho 27,076 51,683 55,030 62,669 61,936 65,215
Kenya 5,054 7,883 23,155 37,432 35,711 27,911
Swaziland 5,893 7,811 9,569 15,382 11,727 11,458
Madagascar 400 763 2,041 3,625 7,289 11,034
Zimbabwe - 6,849 5,936 12,956 11,370 14,386 5,455
Group 2:
Botswana 1,135 12 0 2,106 4,930 6,841
Tanzania 1,381 359 1,254 3,480 3,245 4,106
Malawi 5,680 7,849 8,176 3,766 2,307 1,540
Nigeria 3,005 1,719 781 1,037 1,893 1,530
Ghana 127 368 1,042 1,922 2,990 912
Cameroon 8 2 157 265 620 799
Céte d'lvoire 1,425 2,367 3,212 1,023 776 569
Zambia 1 233 439 1,279 0 456
Mozambique 590 78 1,425 464 223 447
Group 3:
Senegal 694 1,595 1,531 72 649 1,018
Ethiopia 0 1 74 1,053 902 429
Benin 211 5 1,106 1,567 1,087 264
Mali 209 76 193 181 559 259
Other 1,417 433 702 2,984 1,991 805
Total 161,594 217,501 309,584 386,213 412,751 383,055

Source: Compiled from official statistics of the U.S. Department of Commerce (Major Shippers Reports).
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Product Coverage

The items covered by this investigation are those subject to textile agreements, namely textiles
and apparel of cotton, other vegetable fibers, wool, manmade fibers, and silk blends (hereinafter
referred to as sector goods). Apparel accounted for 93 percent of U.S. sector imports from SSA
in 1996. The main apparel imports are pants, shirts, and blouses. The principal textile imports
from SSA are fabrics, yams, carpets, and home furnishings. Cotton goods accounted for 86
percent of U.S. sector imports from SSA, followed by those of manmade fibers (9 percent) and
wool (5 percent).

U.S. Sector Imports from SSA

Sector imports from SSA grew by an annual average of 18.8 percent during 1991-96 to $383
million (table 1-2), or less than 1 percent of total U.S. sector imports. Most of the growth
occurred during 1991-94, when imports more than doubled. Sector imports from SSA rose by
just 7 percent in 1995, and then fell by 7 percent in 1996.

Some 80 percent of sector imports from SSA in 1996 came from three countries--Mauritius (43
percent), South Affica (20 percent), and Lesotho (17 percent) (figure 1-1). Kenya followed with
7 percent of the total. Sector imports from most of the remaining SSA countries were very
small; 24 of the countries each shipped less than $100,000 in 1996 (table 1-1).

Figure 1-1
Textiles and apparel: U.S. general imports from Sub-Saharan Africa, by principal suppliers, 1996

Mauritius 43.1%

Swaziland 2.9%

Kenya 7.3%

PN
N

Other 9.7%

South Africa 20.1%

2
L

Lesotho 17.0%

1996 = $383 million
Source: Compiled from official statistics of the U.S. Department of Commerce (Major Shippers Reports).
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Although sector goods accounted for slightly less than 3 percent of total U.S. merchandise
imports from SSA in 1996, they represented a significant share of the shipments from several
SSA countries. For example, sector goods accounted for 99 percent of total U.S. imports from
Lesotho, 76 percent for Mauritius, 38 percent for Swaziland, and for at least 20 percent for
Botswana, Kenya, Madagascar, Niger, and Tanzania.

Sector imports from Mauritius peaked at $191 million in 1995, and then fell by 14 percent to
$165 million in 1996. Mauritius entered the U.S. apparel market mainly as an “outward
processing” site for Asian firms faced with rising production costs and tight quotas on their
home-country exports to the United States. The Asian firms supplied the materials, scheduled
production, and marketed the finished goods. Today, the Mauritian apparel industry comprises
a number of local investors performing such entrepreneurial tasks as product design,
manufacturing, and marketing. The price competitiveness of the industry has declined recently
because of rising labor costs brought on by a tight labor market. Part of the Mauritian apparel
trade has shifted to Madagascar, a neighboring country in the Indian Ocean with lower cost
labor. Sector imports from Madagascar grew from less than $1 million a year in the early 1990s
to $11 million in 1996.

Sector imports from South Africa have grown rapidly since 1991, when the United States lifted
the trade embargo imposed against South Africa in Title III of the Comprehensi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>