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EXECUTIVE SUMMARY

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

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

The data included in this report generally cover either calendar or fiscal year 2002,
depending on data availability. If possible data for Africa are provided when SSA
data are not available. In cases where it is useful to show a trend, data for 1998
through 2002 are provided. In addition, when possible, up-to-date developments in
economic, social, trade, and commercial policies are included for the period January
2003 through June 2003.

U.S.-Sub-Saharan Africa Trade

e [n2002, U.S.-SSA merchandise trade totaled $24.1 billion, down from $27.8
billion in 2001. The decline was a result of a decrease in both U.S. exports to
and U.S. imports from the region. U.S. exports to SSA declined by 12.7
percent in 2002 to $5.9 billion from $6.8 billion in 2001. Similarly, U.S.
imports from SSA fell by 13.5 percent to $18.2 billion in 2002 from $21.1
billion in 2001.

1 Copies of the request letters are in app. A.



The decrease in U.S. exports to SSA was primarily because of decreased
exports of transportation equipment to South Africa and Kenya; and the
decline in U.S. imports from SSA was largely because of a decline in
energy-related products, primarily a 17.9 percent decrease from Nigeria. In
comparison, nonpetroleum imports decreased by 11.9 percent to $6.8 billion
in 2002.

In 2001, the United States recorded a cross-border surplus in services trade
with Africa of $1.7 billion. The primary U.S. cross-border service exports to
Africa included tourism, business services, education, and freight transport.
U.S. service imports from Africa were mainly travel and tourism, passenger
transport, business services, and freight transport.

Foreign Direct Investment in Sub-Saharan Africa

In 2002, SSA attracted $7 billion in investments, or 4.9 percent of global
foreign investment flows to developing countries. Political crises, poor
weather conditions, and the HIV/AIDS pandemic dampened regional
economic growth, which continued to hamper the investment climate.

Foreign investment portfolio flows to SSA totaled $700 million in 2002,
reversing the $1 billion outflow recorded in 2001. As in prior years, South
Africa accounted for virtually all foreign portfolio investment flows to SSA in
2002.

U.S. net direct investment flows to Africa totaled $861 million in 2002,
representing less than 1 percent of total U.S. direct investment abroad.
Nigeria and South Africa attracted the largest amounts of U.S. foreign
investment flows, $922 million and $112 million, respectively. These inward
investment flows were offset by outward flows from the rest of Africa totaling
$174 million.

On balance, continuing net positive flows of U.S. direct investment into Africa
yielded an increase of 12.3 percent in the U.S. direct investment position,
which totaled $15.1 billion in 2002. South Africa and Nigeria accounted for
about 22.8 percent and 11.7 percent, respectively, of the total U.S. direct
investment position in Africa.

African Growth and Opportunity Act

Total U.S. imports from SSA countries eligible for the AGOA benefits
(including the GSP provisions) totaled almost $9.0 billion in 2002, anincrease
of 9.9 percent from $8.2 billion in 2001. The largest share of U.S. imports
under AGOA came from Nigeria (60.2 percent), followed by South Africa
(14.9 percent) and Gabon (12.7 percent). Other major suppliers included
Lesotho, Kenya, Cameroon, Mauritius, and the Republic of the Congo.



¢ These imports were dominated by U.S. purchases of energy-related products
in 2002, which represented 75.9 percent of total AGOA imports in 2002,
down from their 83.5 percent share of the total in 2001. However, significant
increases were recorded for textiles and apparel, which accounted for 8.9
percent of the total in 2002, up from a 4.4 percent share in 2001, and
transportation equipment, which represented a 6.1 percent share in 2002,
compared with a 3.7 percent share in 2001.

e As government officials, companies, and international firms become more
familiar with the advantages of AGOA, SSA continues to attract investment
driven by access to AGOA benefits. Although the textile and apparel sector
has received substantial levels of investment, other sectors, such as the
automobile sector in South Africa and the information technology sector in
Uganda, are beginning to benefit from AGOA-related investment.

e AGOA continued to influence activities that could be beneficial to SSA’s
long-term economic growth: (1) improvement of the business climate, and (2)
the encouragement of regional cooperation and integration in order to take
advantage of the benefits offered by AGOA.

e Several SSA countries are beginning to witness the expansion of AGOA
benefits beyond the textiles and apparel sector, into nontraditional export
sectors such as fruits, vegetables, and processed food, vehicles and vehicle
parts, and appliances. As expected, South Africa, with its broader economic
base, has led the diversification beyond textiles and apparel. Nevertheless,
other countries that are actively seeking opportunities in nontraditional
products are also making inroads into the U.S. market and diversifying their
export industries.

Regional Integration

e In July 2002, the African Union (AU) was launched as the successor
organization to the Organization of African Unity (OAU). The AU is modeled
on the EU with plans for the establishment of a parliament, a central bank, a
single currency, a court of justice, and an investment bank. The AU also plans
to have common defense, foreign, and communications policies.

e In 2002, regional trade groups in SSA continued to focus on reducing tariffs
among member countries. The current trend of lowering tariffs on goods of
African origin has been driven primarily by regional trading blocs. This trend
is likely to continue, and to result in increased total intra-African trade
volumes, and in an increase in the proportion of recorded trade.

U.S. Trade Capacity-Building Initiatives

e U.S. government agencies continued to fund and implement a broad range of
trade capacity-building initiatives in SSA. SSA received $105.5 million in



Sector Profiles

FY2002, representing 16.5 percent of total U.S. funding for trade
capacity-building initiatives. Funding for SSA capacity-building initiatives
increased 30.6 percent and 16.5 percent from FY1999 and FY2001,
respectively.

In FY 2002, U.S. Government agencies’ trade capacity-building initiatives
expanded to cover 42 SSA countries, double the number of countries in
FY1999. Since FY1999, the top five recipients’ combined percent of total
funding has fallen from 54 percent to 42 percent, as funding targets an
increasing number of SSA countries.

The primary funding categories were “Trade Facilitation,” accounting for 30
percent of FY2002 total SSA funding, followed by “Trade-Related
Agriculture” and “Human Resources and Labor Standards,” accounting for
17 percent and 14 percent, respectively. The sub-category “Business Services
and Training” accounted for almost 40 percent of “Trade Facilitation.”

The six sectors discussed below are: agriculture, fisheries, and forest products;
chemicals; petroleum and energy-related products; minerals and metals; textiles and
apparel; and certain transportation equipment. Figure ES-1 provides an overview
comparing U.S. trade and foreign direct investment (FDI) positions in these sectors.

Agriculture, Fisheries, and Forest Products

Although SSA represents a relatively small market for U.S. exports of
agriculture, fisheries, and forest products ($1.1 billion in 2002, or 1 percent of
the total), such exports increased 31 percent in 2002 compared with the
previous year. Major SSA markets for U.S. sector exports in 2002 included
Nigeria, which accounted for 30 percent of the total, and South Africa, which
accounted for 21 percent. Cereals were the principal products, accounting for
53 percent of total U.S. sector exports to SSA in 2002. Most of the increase in
exports was caused by food shortages in SSA.

SSA also is a minor source of U.S. imports of agriculture, fisheries, and forest
products ($1.0 billion in 2002, or 1 percent of the total). U.S. sector imports
from SSA rose by 8 percentin 2002 compared with the previous year. Most of
the increase reflected a rise in commodity prices. Major SSA suppliersin 2002
included Céte d’lvoire and South Africa. Principal products included cocoa
beans, vanilla beans, tobacco, and coffee.

U.S. sector imports under AGOA (including GSP) in 2002 represented about
23 percent of total sector imports from SSA but only about 3 percent of total
SSA imports under the program. Principal suppliers were South Africa,
Malawi, and Céte d’lvoire. Major products imported under the program
included sugar, tobacco, and oranges.



Figure ES-1

SSA sector profiles summary data, 2002
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The U.S. FDI position in the SSA food and kindred products sector is relatively
minor, accounting for less than 1 percent of total U.S. FDI in the region in
2002. South Africa was, by far, the leading SSA country for which U.S. sector
FDI position data were reported in 2002.

Chemicals

South Africa continues to lead SSA in the production of chemicals, with
organic chemicals the leading product category. South Africa’s chemical
industry benefits from a growing demand for explosives by the country’s
mining sector.

U.S. imports of chemicals from SSA declined by nearly a third in 2002,
totaling $448 million. South Africa supplied 60 percent of the total; organic
chemicals, the leading product category, accounted for 45 percent of the
total.

U.S. imports of chemicals under AGOA (including GSP) totaled $136 million
in 2002, up 6 percent from the previous year. This represented 30 percent of
total sector imports from AGOA countries and 6 percent of total U.S. imports
under AGOA. South Africa supplied nearly all sector imports under AGOA,
with major products including silicon and titanium dioxide pigments.

U.S. exports of chemicals to AGOA countries totaled $699 million in 2002,
representing a decline of 10 percent compared with the previous year. South
Africa took nearly two-thirds of such exports, which consisted of a wide array
of products, including fertilizers and acrylic polymers.

Petroleum and Enerqy-Related Products

Crude petroleum from Nigeria and coal from South Africa continue to be the
primary petroleum and energy-related products produced in SSA. Angola
remains the region’s second largest producer of crude petroleum behind
Nigeria. Coal continues to be the primary fuel produced and consumed in
South Africa and is its largest source of foreign exchange. South Africa
accounts for about 4 percent of the world’s recoverable reserves of coal and
is the world’s second largest net exporter of coal.

SSA accounts for less than 1 percent of total U.S. exports of the products in this
sector. U.S. exports to SSA consist of refined petroleum products (91 percent)
and specialty coals (8 percent). U.S. imports of petroleum and energy-related
products from SSA account for about 10 percent of total U.S. imports of these
products from all sources.

Crude petroleum is the primary export product from SSA, and Nigeria is the
leading exporter. Crude petroleum is also the major imported product into the
region, followed by refined petroleum products. The United States and
Western Europe are the region’s major sources of refined petroleum
products, particularly diesel fuels and other bunker fuels.

Vi



Nigeria, one of the world’s leading exporters of crude petroleum, has the
potential to increase its production of crude petroleum significantly in the next
few years as recent discoveries come on-stream. Several joint ventures are
expected to yield additional production of crude petroleum and natural gas.
In addition, recent discoveries of crude petroleum in Angola are becoming
attractive to the world’s leading production companies.

Minerals and Metals

Prices for several minerals and metals began to recover from lows observed
in the prior six years reflecting declining worldwide inventories. This is
expected to increase the financial opportunities of many SSA companies, and
facilitate the financing of new international exploration and possible
investment.

The United States enacted the Clean Diamond Trade Act (The Act, Public Law
108-19) on April 25, 2003, which was initiated by Congress in response to the
use of diamonds in fueling conflict and human rights violations in parts of
Africa. The Act bans the importation of rough diamonds from any
nonparticipant in the Kimberley Process Certification Scheme (KPCS).
Presidential Executive Order 13312, effective July 30, 2003, amends prior
Orders on the subject to reflect provisions of The Act, bans all rough diamond
imports from Liberia, even if they originated elsewhere, and removes the prior
ban on all rough diamond imports from Sierra Leone that are controlled
through the KPCS.

South Africa continues to dominate the region’s exports ($2.7 billion) to the
United States, marginally increasing its share to 91 percent in 2002 despite
decreasing its exports to the United States by $327 million (12 percent) from
2001. This decline is mostly attributable to decreased exports of gold bullion
and ferronickel, and, as all but two countries saw decreased exports, reflects
general market conditions. One notable exception is the large increase in
Botswana’s exports to the U.S. that is largely attributed to the alternate
sourcing of raw diamonds away from SSA conflict regions and to Botswana’s
high ranking in the Transparency International Corruption Index 2001 report.

The trade benefits of AGOA appear to be impacting the sector positively.
While sectoral U.S. imports declined overall, imports under AGOA increased
17 percentin 2002, to 14 percent of the total sectoral imports from the AGOA
countries. Most AGOA sectoral imports were supplied by South Africa and
Kenya. Ferroalloys accounted for the majority of AGOA imports in this sector,
but much of the increase during the period was a result of a large percentage
gain in aluminum and finished products, reflecting the result of processing
investments in western SSA (e.g., Guinea) over the past few years.

U.S. exports to the region increased by 6 percent in 2002, reflecting the
significant oil exploration and oil-field development that is continuing in SSA,
primarily in Nigeria, Angola, and surrounding areas. However, the drilling
operations leveled off in 2002, causing the export of drilling and related
equipment to plateau. On the other hand, structural commodities showed
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significant increases, much of which were directed toward the ongoing
development of oil and gas recovery and refining facilities. Aluminum
products marked the largest increase, largely supplying semifinished and
finished products to many smaller countries.

e Most governments in the region actively promoted and sought foreign
investment through enhanced financial, taxation, private property, and
regulatory laws. In contrast, South Africa’s 2002 Minerals Bill, which returns
ownership of mineral tracts to the State and is claimed by producers to affect
investment as well as the financial health of the companies working in that
country negatively, is being applied. Negotiations are underway on a
case-by-case basis regarding terms of the State’s purchase of the mineral
rights.

Tt exz‘//es and Apparel

SSA production and exports of textiles and apparel continue to be
concentrated in Mauritius, Madagascar, South Africa, Lesotho, and Kenya.
Other countries, such as Swaziland, and Namibia, are increasing activity in
the sector, owing to factors such as privatization, increased foreign
investment, and trade preferences such as AGOA.

e The appreciation of the rand diminished South Africa’s competitiveness in the
sector during 2002 and early 2003. South Africa’s textile sector experienced
declining sales and job losses, as overseas customers switched to Asian
suppliers.

e U.S. sector imports from SSA rose 14 percent in 2002, reaching $1.1 billion.
This represented less than 1 percent of total sector imports. Principal SSA
suppliers included Lesotho, Mauritius, and South Africa. Primary items
included cotton sweaters and pullovers and cotton men’s and women’s
trousers.

e U.S. sector imports under AGOA totaled $803 million, up 123 percent from
the previous year. Principal AGOA suppliers included Lesotho, Mauritius,
and South Africa. Primary items included cotton sweaters and pullovers, and
cotton women'’s trousers.

e U.S. sector exports to SSA fell 5 percent to $124 million in 2002. Such exports
accounted for a negligible share of the U.S. sector total. Primary SSA markets
included South Africa and Nigeria; used clothing was, by far, the major
export item.

e The AGOA program has stimulated foreign investment in several SSA
textile-producing countries. Most of this investment has come from Asian
sources.

Certain Transporiation Equipment

e South Africa is the dominant producer of motor vehicles and motor-vehicle
parts in the SSA region, accounting for 96 percent of SSA motor vehicle

viii



production in 2002. South Africa is also the leading market for motor vehicles
sales in the SSA region, accounting for 65 percent of SSA motor vehicle sales
in 2002. The automotive industry in South Africa reportedly accounts for
nearly 6 percent of the country’s gross domestic product and 10 percent of
total manufacturing in South Africa, and is comprised of foreign subsidiaries
and local-foreign joint venture operations.

The South African motor vehicle industry benefits from the Motor Industry
Development Programme (MIDP), initiated in September 1995. The goal of
the MIDP is to make South Africa a world-class motor vehicle producer by
lowering import barriers and promoting exports. Through this process, the
industry has restructured considerably. The program encourages
manufacturers to become more efficient through higher production volumes
and economies of scale, or by identifying and successfully targeting niche
markets.

The South African motor vehicle manufacturing industry currently employs
approximately 33,000, and the component manufacturing industry employs
nearly twice that amount, 60,000. In recent years, the automotive industry has
made substantial productivity gains, with direct labor costs reduced by
approximately 30 percent during 1998-2002. Capacity utilization is also
increasing, reaching the global average of 76 percent by the first half of
2002.

In 2002, the United States ran a $257 million deficit in certain transportation
equipment trade with SSA. In 2001, the trade balance was in favor of the
United States, with a surplus of $153 million. U.S. imports of certain
transportation equipment reached $560 million in 2002, up by $229 million
(69 percent) over the 2001 level of $331 million. Passenger cars accounted for
84 percent of total U.S. sector imports from South Africa. Leading
components imported from South Africa in 2002 included road wheels,
engine parts, shock absorbers, and mufflers and exhaust pipes.

U.S. imports of certain transportation equipment under AGOA increased by
85 percent in 2002, reaching $533 million. All such imports were from South
Africa. In 2002, AGOA imports accounted for 95 percent of total U.S. sector
imports from SSA. Passenger vehicles were the leading U.S. import from SSA
under the AGOA program in 2002. The South African automotive industry is
the leading export sector under the AGOA program.

Several foreign investors in the South African automotive industry have
increased their holdings in recent years, and the South African automotive
components industry is consolidating, with approximately 10 percent of the
manufacturing firms closing since 1995. The component manufacturing
industry is reportedly aggressively seeking technology-sharing arrangements
with foreign partners.

Capital expenditures in the South African automotive industry are increasing,
fromR1,522 million (approximately $194 million) in 2000 to R2,078 millionin
2001 and R2,726 million in 2002; the projection for 2003 is R3,123 million.
Slightly more than one-half of these expenditures were for “Product, Local
Content, and Export Investment.” Overall capital investment in South Africa



by motor vehicle companies reportedly exceeded R12.5 billion, while capital
investment by component manufacturers was approximately R6.5 billion.

Country Profiles

e In 2002, Africa’s average GDP growth rate was 3.2 percent, down from
2001's average 4.3 percent. This declining average growth rate was
attributed primarily to a weaker global economy; slower than expected
rebound in world trade; drought in some parts of sub-Saharan Africa; impact
of HIV/AIDS; and the eruption of social and political conflict in a number of
countries across the continent. Although sub-Saharan Africa’s average GDP
growth rate continued to fall short of the estimated 7 percent required to
reduce poverty significantly, five countries (Equatorial Guinea, Mozambique,
Angola, Chad, and Rwanda) achieved a 7 percent or higher growth rate in
2002.

* Despite the decrease in average GDP growth, many countries continued their
commitment to poverty reduction. The number of countries preparing full or
interim poverty reduction strategies increased from four in 2001 to nine in
2002.

e SSA countries’ efforts to increase integration into the global trading economy
continued to be hampered by a number of obstacles. In addition to social and
political conflict, inadequate infrastructure, such as dilapidated road
networks, congested ports, inefficient customs services, and prohibitively
expensive air transport, hampered the national and international transport of
merchandise. Many SSA countries continued to depend heavily on primary
commodity products, such as petroleum, minerals, and agricultural products.

e Trade between SSA countries has increased in recent years, primarily driven
by regional trading blocs characterized by political stability and broadly
similar economic policies. Intra-SSA trade increased from 8 percent in 1989
to 12 percent in 2002.

e A significant inhibitor to economic development in SSA was, for most
countries, the low levels of savings and investment. In 2002, foreign direct
investment into Africa declined by $6 billion, and the majority of investment
remained concentrated in the petroleum and minerals and mining sectors. An
important source for foreign direct investment for many SSA countries is
privatization. During 2002, privatization efforts continued, though at a
subdued rate. Part of the slowdown was attributed to the weak global
economy, difficulty locating interested buyers, overvalued assets and the
large investment required for many state-owned enterprises, political
resistance, and a slump in key sectors, such as telecommunications.

e Further compounding the negative impact of the low savings and investment
rates is the high level of capital flight. According to a recent study covering 30
African countries, capital flight over the past 27 years was estimated at $187
billion; if interest earnings were included, total capital flight would be
estimated at $274 billion.
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INTRODUCTION

Purpose and Organization of the Report

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

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

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

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

e information on SSA privatization efforts;

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

e asummary of multilateral and U.S. bilateral assistance to SSA countries.

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

e the value of U.S. imports from SSA under the African Growth and
Opportunity Act (AGOA), including its Generalized System of Preferences
(GSP) provisions, by beneficiary country and major product categories;

e information on investment developments related to AGOA,;

e adescription and analysis of major SSA export sectors;

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

2 Copy of the request letter is in app. A.

3 Copy of the supplemental letter is in app. A.
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¢ expanded information on regional integration in SSA, including information
on the Communauté Economique et Monétaire de I'Afrique Centrale
(CEMAC);

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

e a description of major non-U.S. trade preference programs for SSA
countries.

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

This report contains six chapters and two appendices. Chapter 1 presents information
on U.S. merchandise and services trade with SSA. The services trade analysis includes
information on cross-border and affiliate transactions. Chapter 1 also addresses
foreign investment (both direct and portfolio investment) in the SSA region. Chapter 2
presents information on AGOA-related imports and investment. Chapter 3 updates
the coverage of integration initiatives in the SSA region provided in the last USITC
report.% Chapter 4 is a compilation of multilateral assistance, U.S. bilateral assistance,
and other trade-related initiatives related to the SSA region in 2002. Chapter 5
contains a description and analysis of major SSA export sectors. These profiles present
information on production, trade, and investment for various industry sectors in SSA.
Chapter 6 contains country profiles for each of the 48 countries of SSA, including basic
economic data as well as an update of economic, trade, and investment and
privatization events for each country. The formal request letter and supplemental letter
from the USTR to the Commission for this study are included in appendix A. Relevant
statistics on U.S.-SSA trade are in appendix B.

Approach

The data included in this report generally cover either calendar or fiscal year 2002,
depending on availability. In cases where it is useful to show a trend, data for 1998
through 2002 are provided. Developments in economic, trade, and commercial
policies cover the period from January 2003 through mid-2003, where possible.

Online web-pages dedicated to U.S.-SSA trade data are available at the USITC
website Atp.//reportweb.usitc.gov/africa. These tables provide year-to-date statistics
that update the information contained in certain tables of this report. The website is
automatically updated with quarterly data as the data become available from the U.S.
Department of Commerce (USDOC).

4 In addition, the previous series of five reports included information on progress on regional
integration in SSA. See, for example, USITC, U.S.-Africa Trade Flows and Effects of the Uruguay Round
Agreements and U.S. Trade and Development Policy, Fifth Annual Report, USITC pub. 3250, Oct. 1999,
pp. 2-22 through 2-34.
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Numerous data sources were used to compile the information in this report. Annual
data on the value of U.S. exports to, and imports from, SSA were obtained from the
USDOC. Data on U.S. investment flows to SSA were obtained from USDOC and the
U.S. Department of the Treasury (Treasury). Information on major developments in the
WTO likely affecting U.S.-SSA trade flows was collected from the WTO and other
public data sources. Information on U.S. trade and economic activities potentially
affecting U.S.-SSA trade and investment flows was collected from USDOC, the U.S.
Department of State (State), the U.S. Agency for International Development (USAID),
Treasury, the Export-Import Bank of the United States (Ex-Im Bank), 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 SSA, as well as information
on multilateral project lending, were obtained from USDOC, State, the World Bank,
the African Development Bank, the International Monetary Fund, and the Economist
Intelligence Unit. In addition, U.S. embassies in the SSA region provided important
trade and investment information.

Scope of the Report

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

Angola Madagascar

Benin Malawi

Botswana Mali

Burkina Faso Mauritania

Burundi Mauritius

Cameroon Mozambique

Cape Verde Namibia

Central African Republic Niger

Chad Nigeria

Comoros Republic of the Congo
Cote d’Ivoire Rwanda

Democratic Republic of the Congo  Sdo Tomé and Principe
Djibouti Senegal

Equatorial Guinea Seychelles

Eritrea Sierra Leone

Ethiopia Somalia

Gabon South Africa

The Gambia Sudan

Ghana Swaziland
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Figure 1
Map of sub-Saharan Africa
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Guinea Tanzania

Guinea-Bissau Togo
Kenya Uganda
Lesotho Zambia
Liberia Zimbabwe

All 48 SSA countries are classified by the World Bank as developing countries.
Although the countries of SSA share many common characteristics, they vary widely in
terms of population, size, geography, natural resources, stage of development, and
political stability.

At the request of the USTR, this report also covers U.S. trade flows with the following
SSA regional and subregional organizations: the Economic Community of West
African States (ECOWAS), the West African Economic and Monetary Union
(WAEMU), the Common Market for Eastern and Southern Africa (COMESA), the
Southern African Development Community (SADC), the Southern African Customs
Union (SACU), the East African Community (EAC), the Inter-Governmental Authority
on Development (IGAD), the Indian Ocean Commission (IOC), and the Communauté
Economique et Monétaire de I’Afrique Centrale (CEMAC).
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CHAPTER 1
U.S. Trade
Africa

and Investment With Sub-Saharan

This chapter discusses the pattern of U.S.- SSA merchandise trade from 1998 to 2002,
and services trade from 1998 to 2001 (the most recent years for which services trade
data are available). The pattern of merchandise trade is presented for the SSA region
as a whole, by major trading partners and commodity sectors. This chapter also
discusses the pattern of foreign investment flows to sub-Saharan Africa from
1998-2002 (or most recent data available). Foreign investment flows are presented
for the SSA region, and by country (where available). Trade statistics beginning with
1990 are available in prior Commission reports.t

U.S. Merchandise Trade

Figure 1-1 shows the trend in U.S.-SSA merchandise trade from 1998 to 2002. Total
merchandise trade between the U.S. and SSA declined 13.3 percent in 2002 to $24.1
billion, from $27.8 billion in 2001.2 This decline was due to a 13.5 percent decrease in

Figure 1-1
U.S. trade with sub-Saharan Africa, 1998-2002
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Source: Compiled from official statistics of the U.S. Department of Commerce.

L For data series beginning in 1990, see USITC, U.S.-Africa Trade Flows and Effects, First Report,
USITC Pub. No. 2938, Jan. 1996, table 2-1, p. 2-2.

2 This report analyzes changes in U.S. merchandise trade on a value basis. A principal reason is that
aggregate trade data by quantity are generally not available. Consequently, it is possible (if prices
change significantly) for the value of trade to change considerably, but the quantity of trade to remain the
same. Where possible, this report also provides trade information on a quantity basis.
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U.S. imports from $21.1 billion in 2001 to $18.2 billion in 2002, and a 12.7 percent
decrease in U.S. exports from $6.8 billion in 2001 to $5.9 billion in 2002. The decline
in U.S. imports from SSA was primarily the result of a $2.6 billion or 17.9 percent
decrease in energy-related products. Nigeria accounted for most of the decline in U.S.
imports from the region. U.S. imports from Nigeria fell by $3.1 billion or by 34.7
percent, with most of the decline concentrated in the energy sector (down by $2.9
billion or by 33.1 percent). For more information, see the sector profile on petroleum
and energy-related products in Chapter 5, and the country profile on Nigeria in
Chapter 6.

The decline in imports was partly offset by increased imports from Angola, Equatorial
Guinea, and Lesotho. U.S. imports from Angola increased by $455.6 million, or by
16.4 percent, mostly because of an increase in imports of energy-related products (up
by $435.4 million, or by 15.7 percent). Imports from Equatorial Guinea rose by $177.0
million, or by 44.7 percent, primaily due to an increase in energy-related products (up
by $140.9 million, or by 39.7 percent) and an increase in chemical products (up by
$34.0 million, or by 91.2 percent). U.S. imports from Lesotho rose by $104.3 million, or
by 48.0 percent, entirely because of an increase in imports of textiles and apparel
products (up by $104.3 million or by 48.1 percent).

On the export side, the large decline was primarily because of a $983.3 million, or
34.4 percent, decrease in U.S. exports of transportation equipment. South Africa and
Kenya accounted for most of the decline in U.S. exports to SSA. Exports to South Africa
declined by $376.2 million, or by 13.3 percent, primarily because of a decline in U.S.
exports of transportation equipment (down by $352.6 million, or by 32.1 percent).
U.S. exports to Kenya fell by $305.8 million, or by 53.3 percent, also mainly because
of a decline in exports of transportation equipment (down by $318.3 million, or by
72.0 percent). The decline in total exports to the region was partly offset by increased
U.S. exports to Nigeria and Angola. U.S. exports to Nigeria increased by $99.3
million, or by 10.5 percent, primarily due to an increase in exports of agricultural
products (up by $57.6 million or by 23.4 percent) and transportation equipment (up by
$27.4 million, or by 9.6 percent). Exports to Angola rose by $96.0 million, or by 34.9
percent, mostly due to an increase intransportation equipment (up by $93.9 million, or
by 63.6 percent). For more information, see the sector profile on certain
transportation equipment in Chapter 5, and the respective country profiles in
Chapter 6.

The result was a U.S. trade deficit with SSA of $12.3 billion in 2002, 13.9 percent lower
than in 2001. Following a decline of 17.8 percent to $7.4 billion in 2001, U.S.
nonpetroleum imports further declined by 11.9 percent to $6.8 billion in 2002. U.S.
nonpetroleum trade with SSA is presented in figure 1-2.

U.S. Merchandise Exports

Figure 1-3 presents U.S. exports to SSA by major trading partner. In 2002, South
Africa remained the largest market in SSA for U.S. products, accounting for
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Figure 1-2
U.S. nonpetroleum trade with sub-Saharan Africa, 1998-2002
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Figure 1-3
U.S. exports to major sub-Saharan Africa trading partners, 2002
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41.5 percent of U.S. merchandise exports to the region, down slightly from 41.8
percent in 2001. Other leading markets in SSA were Nigeria (17.8 percent), Angola
(6.3 percent), Kenya (4.5 percent), Ghana (3.2 percent), Cameroon (2.6 percent),
and Chad (2.2 percent).

In 2002, 19 countries in the region increased purchases of U.S. merchandise exports,
while another 29 countries recorded a decrease. The largest increases in 2002 were to
Nigeria (up by $99.3 million, or by 10.5 percent), Angola (up by $96.0 million, or by
34.9 percent), Mozambique (up by $69.5 million, or by 245.5 percent), Djibouti (up
by $37.4 million, or by 201.2 percent), Equatorial Guinea (up by $28.1 million, or by
35.3 percent), and Zambia (up by $20.0 million, or by 129.2 percent). The largest
decreases in U.S. exports to the region in 2002 were to South Africa (down by $376.2
million, or by 13.3 percent), Kenya (down by $305.8 million, or by 53.3 percent),
Namibia (down by $195.6 million, or by 78.5 percent) and Seychelles (down by
$167.8 million, or by 95.3 percent).

Transportation equipment accounted for the largest share of U.S. merchandise
exports to SSA, accounting for 31.9 percent of the total in 2002, compared with 42.4
percent in 2001 (figure 1-4). U.S. exports of agricultural products accounted for 15.8
percent of total U.S. exports to SSA, up from 9.7 percent in 2001; chemicals and
related products accounted for 11.9 percent of the total in 2002, compared to 11.6
percentin 2001; machinery products increased to 11.4 percent of the total in 2002, up
from 9.9 percent in 2001, while electronic products accounted for 10.8 percent in
2002, up slightly from 10.4 percent in 2001.

In absolute terms, U.S. merchandise export sectors with large decreases to SSA in
2002 included transportation equipment (down by $983.3 million, or by 34.4
percent), chemical products (down by $80.4 million, or by 10.3 percent) and electronic
products (down by $63.6 million, or by 9.1 percent). U.S. merchandise exports of
agricultural products to the region increased by $932.9 million, or by 42.0 percent.
Figure 1-5 presents U.S. export growth rates by commodity sector for 2002; table 1-1
provides data on U.S.-SSA exports, imports and merchandise trade balance by major
commodity sectors for 1998-2002; and table 1-2 shows the major U.S. commodity
exports to SSA at the six-digit level of the Harmonized Tariff Schedule (HTS) for the
same period.

U.S. Merchandise Imports

Figure 1-6 shows U.S. imports from SSA by major trading partner. In 2002, Nigeria
remained the largest supplier of U.S. imports from SSA, with $5.8 billion in sales
(mostly of petroleum) to the United States, representing 32.0 percent of U.S. imports
from the region. South Africa ranked second, with $4.2 billion in sales and a 23.3
percent share. Third was Angola, with $3.2 billion in sales, representing a 17.7
percent share. U.S. imports from Gabon totaled $1.6 billion, and imports from
Equatorial Guinea were about $0.6 billion. For additional data, see appendix B, table
B-3.
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Figure 1-4
U.S. exports to sub-Saharan Africa by commaodity sectors, by share, 2002
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Figure 1-5
U.S. exports to sub-Saharan Africa: Growth rates by commodity sectors,
2002
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Table 1-1

Sub-Saharan Africa: U.S. exports of domestic merchandise, imports for consumption, and
merchandise trade balance, by major commodity sectors, 1998-20021

(Dollars)
Item 1998 1999 2000 2001 2002
U.S. exports of domestic
merchandise:

Agricultural products . . . . 781,187,266 727,752,959 768,772,931 657,105,328 932,923,058
Forest products ........ 193,993,785 154,984,055 158,991,910 147,568,278 119,774,502
Chemicals and related

products ........... 677,917,845 610,074,033 709,665,103 779,699,927 699,251,301
Energy-related

products ........... 202,882,624 150,167,321 157,501,223 149,189,241 193,097,864
Textiles and apparel . ... 177,826,783 146,319,258 136,098,142 130,527,065 124,418,715
Footwear ............. 14,986,246 16,736,266 14,183,111 10,113,957 12,630,484
Minerals and metals .. .. 257,843,682 221,514,187 218,888,636 250,058,717 265,172,054
Machinery . ........... 804,745,450 527,463,023 560,731,206 669,413,812 671,827,338
Transportation

equipment .......... 2,181,834,525 1,695,034,686 1,795,702,208 2,856,218,413 1,876,596,876
Electronic products .. ... 843,073,717 767,723,977 703,141,142 700,352,586 636,918,031
Miscellaneous

manufactures ....... 94,322,680 69,140,525 73,292,204 99,214,346 69,486,423
Special provisions . .. ... 290,634,862 244,786,418 266,316,717 300,702,565 289,663,225

Total ............ 6,521,249,465
U.S. imports for
consumption:
Agricultural products . . . . 919,205,352
Forest products ........ 105,875,612
Chemicals and
761,863,725

related products
Energy-related

products ........... 7,963,730,107
Textiles and apparel .. .. 568,440,555
Footwear ............. 811,477
Minerals and metals . . . . 2,600,294,817
Machinery . ........... 79,328,842
Transportation

equipment .......... 104,550,862
Electronic products . . . .. 35,007,635
Miscellaneous

manufactures ....... 90,246,426
Special provisions . . . ... 129,804,995

5,331,696,707

832,664,602
109,640,190

849,130,498

8,000,647,833
621,955,260
3,422,670
2,637,107,824
127,735,923

200,773,116
56,392,688

99,488,421
210,755,394

5,563,284,533

874,842,835
140,706,086

1,453,520,970

15,016,274,113
789,240,337
686,473
3,200,500,413
178,434,187

185,206,499
58,338,693

97,421,586
217,476,691

6,750,164,235

835,736,057
119,393,988

659,999,263

14,271,302,154
997,994,773
1,497,322
3,081,792,446
263,718,387

399,383,954
52,706,208

108,557,532
268,417,088

5,891,759,871

911,644,658
120,745,213

448,053,625

11,712,705,542
1,136,316,165
1,378,240
2,705,008,775
231,297,543

621,040,796
49,696,742

117,551,366
152,605,072

Total 13,359,160,405

U.S. merchandise trade
balance:

Agricultural products . . . .
Forest products ........
Chemicals and related

(138,018,086)
88,118,173

products ........... (83,945,880)
Energy-related
products ........... (7,760,847,483)

See footnotes at end of table.

13,749,714,419

(104,911,643)
45,343,865

(239,056,465)

(7,850,480,512)

1-6

22,212,648,883

(106,069,904)
18,285,824

(743,855,867)

(14,858,772,890)

21,060,499,172

(178,630,729)
28,174,290

119,700,664

(14,122,112,913)

18,208,043,737

21,278,400
(970,711)

251,197,676

(11,519,607,678)



Table 1-1—Continued

Sub-Saharan Africa: U.S. exports of domestic merchandise, imports for consumption, and
merchandise trade balance, by major commodity sectors, 1998-20021

(Dollars)

Item 1998

1999 2000 2001

2002

U.S. merchandise trade
balance—Continued

Minerals and metals . ...
Textiles and apparel . ...

(2,342,451,135)
(390,613,772)

(2,415,593,637)
(475,636,002)

399,727,100

1,494,261,570

(2,981,611,777)
(653,142,195)
13,496,638
382,297,019

(2,831,733,729)
(867,467,708)
8,616,635
405,695,425

13,313,596

1,610,495,709 2,456,834,459

711,331,289 644,802,449 647,646,378
(30,347,896) (24,129,382) (9,343,186)
34,031,024 48,840,026 32,285,477

(2,439,836,721)
(1,011,897,450)
11,252,244
440,529,795

1,255,556,080
587,221,289

(48,064,943)
137,058,153

Footwear ............. 14,174,769
Machinery . ........... 725,416,608
Transportation
equipment .......... 2,077,283,663
Electronic products . . . .. 808,066,082
Miscellaneous
manufactures ....... 4,076,254
Special provisions . .. ... 160,829,867
Total ............ (6,837,910,940)

(8,418,017,712)  (16,649,364,350)

(14,310,334,937)

(12,316,283,866)

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

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

Figure 1-6

U.S. imports from major sub-Saharan Africa trading partners, 2002

Gabon 8.9%

Angola 17.7%

Lesotho 1.8%
Cote d’lvoire 2.1%
Equatorial Guinea 3.1%

Other 11.1%

Nigeria 32.0%

South Africa 23.3%

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 1-2

Sub-Saharan Africa: U.S. exports, by major commodity items, 1998-2002
(Dollars)

Schedule B
No. Description 1998 1999 2000 2001 2002
8431.43 Parts for boring or sinking machinery, nesoi ........... $424,669,802 $275,529,016 $302,866,705 $454,715,848 $587,386,603
1001.90 Wheat (other than durum wheat), and meslin........... 249,814,260 250,978,937 300,270,976 287,165,536 360,313,981
8802.40 Airplanes and other aircraft nesoi, of an unladen weight

exceeding 15,000kg ........... 583,041,436 422,581,019 539,629,241 1,147,073,529 360,253,329
9880.00 Estimate of non-Canadian low value export shipments;

compiled low value shipments to Canada; and shipments

not identified by kindto Canada . . ................. 218,069,225 170,295,762 182,989,298 229,079,132 188,334,269
8703.23 Passenger motor vehicles with spark-ignition internal

combustion reciprocating piston engine, cylinder

capacity over 1,500 cc but not over 3,000 ¢cc .. ....... 35,698,704 32,432,411 38,974,540 120,942,312 99,837,024
8802.30 Airplanes and other aircraft nesoi, of an unladen weight

exceeding 2,000 kg but not exceeding 15,000 kg .. ... 83,919,280 126,941,978 79,701,250 72,176,955 96,561,979
8803.30 Parts of airplanes or helicopters, nesoi ................ 170,623,090 133,636,982 127,299,144 94,188,886 94,134,214
1005.90 Corn (maize), other than seed corn .................. 48,817,555 66,415,489 28,738,930 12,515,363 92,602,633
2713.12 Petroleum coke, calcined ... ............ i 47,829,237 58,529,148 58,276,265 65,273,651 80,256,428
8473.30 Parts and accessories for automatic data processing

machines and units thereof, magnetic or optical readers,

transcribing machines, etc., nesoi .................. 90,430,466 83,915,736 70,864,522 61,677,829 60,062,716
6309.00 Worn clothing and other worn textile articles . .......... 88,279,006 67,197,046 60,404,283 61,652,761 58,550,750
1006.30 Rice, semi-milled or wholly milled, whether or not polished

orglazed .............. 60,671,979 66,826,292 53,468,799 47,107,455 54,017,473
2710.19 Petroleum oils & oils (not light) from bituminous minerals or

preps nesoi 70%-+by wt. from petroleum oils or

bitum.min ... 0 0 0 0 49,504,971
8431.39 Parts for lifting, handling, loading or unloading machinery,

NESOI .« . vt ettt e e 61,341,532 39,624,085 25,677,563 37,629,031 48,991,116
8704.10 Dumpers (dump trucks) designed for off-highway use .. .. 66,496,579 34,551,607 33,802,382 58,235,525 47,991,116
9801.10 Value of repairs or alterations of previously imported

articles, repaired or altered prior to exportation from

United States . ... 11,750,885 9,818,250 19,151,340 23,986,887 47,688,450
8703.24 Passenger motor vehicles with spark-ignition internal

combustion reciprocating piston engine, cylinder

capacity over 3,000 CC . ...ttt 22,999,402 10,160,266 14,640,159 27,651,758 46,359,905
8431.49 Parts and attachments, nesoi, for derricks, cranes, self-

propelled bulldozers, graders etc. and other grading,

scraping, etc. machinery .............. ... ... ..., 115,179,178 42,965,382 41,368,008 50,541,811 44,433,259
0207.14 Chicken cuts and edible offal (including livers) frozen . ... 21,394,323 18,047,189 30,226,265 30,480,808 39,557,285
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Table 1-2— Continued
Sub-Saharan Africa: U.S. exports, by major commodity items, 1998-2002

(Dollars)
Schedule B
No. Description 1998 1999 2000 2001 2002
9018.90 Instruments and appliances for medical, surgical or
veterinary sciences, nesoi, and parts and accessories
thereof ... .. ... . 20,232,903 24,643,085 29,031,919 42,207,661 39,557,678
8525.20 Transmission apparatus incorporating reception
apparatus for radiotelephony, radiotelegraphy,
radiobroadcasting or television ................... 57,769,239 51,256,427 49,111,582 57,064,271 35,857,461
4901.99 Printed books, brochures, leaflets and similar printed
MAEr, NESOI + .+ v v vttt ettt et 22,319,835 25,415,995 30,150,029 35,677,003 35,681,864
3100.00 Fertilizers (exports only; includes crude fertilizers from
Other areas) ............ccovueiiiiiinnnnnnnnn.. 21,272,909 47,245,848 42,599,378 49,930,451 35,550,193
8708.99 Parts and accessories for motor vehicles, nesoi . ......... 100,549,524 39,465,301 89,422,963 206,131,715 35,138,481
8401.30 Fuel elements (cartridges), non-irradiated, for nuclear
reactors, and partsthereof ................. ... ... 3,890 8,702 0 23,496,871 34,765,794
Subtotal . ... 2,623,174,239 2,098,481,953 2,248,665,541 3,296,603,049 2,673,089,378
Allother ... 3,898,075,226 3,233,214,754 3,314,618,992 3,453,561,186 3,218,670,493
Total .o $6,521,249,465 $5,331,696,707 $5,563,284,533 $6,750,164,235 $5,891,759,871

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



A total of 24 countries in SSA increased their sales to the United States in 2002, while
another 24 decreased their sales. The largest increases in U.S. imports in 2002 were
from Angola (up by $455.6 million, or by 16.4 percent), Equatorial Guinea (up by
$177.0 million or by 44.7 percent), and Lesotho (up by $104.3 million, or by 48.0
percent). The largest decreases in 2002 were from Nigeria (down by $3.1 billion, or by
34.7 percent), the Republic of the Congo (down by $234.1 million, or by 51.1 percent),
South Africa (down by $193.6 million, or by 4.4 percent), and Gabon (down by
$109.7 million, or by 6.3 percent).

U.S. imports of SSA energy-related products totaled $11.7 billion in 2002, and
accounted for 64.3 percent of all U.S. imports from the region (figure 1-7), down from
$14.3 billion or 67.8 percent of the total in 2001 primarily because of decreased
imports of crude petroleum from Nigeria. The second-largest import commodity was
minerals and metals ($2.7 billion), which accounted for a 14.9 percent share in 2002,
compared with 14.6 percent in 2001. Textiles and apparel ($1.1 billion) represented
6.2 percent of the total.

In absolute terms, significant decreases of U.S. imports from the region were recorded
for energy and related products (down by $2.6 billion or by 17.9 percent), minerals
and metals (down by $376.8 million or by 12.2 percent) and chemicals (down by
$211.9 million or by 32.1 percent). The largest increase in U.S. imports from SSA in
2002 came from transportation equipment (up by $221.1 million, or by 55.3 percent)
and textiles and apparel (up by $138.3 million, or by 13.9 percent). A smaller increase
was measured for imports of agricultural products (up by $75.9 million, or by 9.1
percent). Table 1-3 shows major U.S. commodity imports from SSA at the HTS six-digit
level for 1998-2002. Growth rates by commodity sectors are shown in figure 1-8. For
additional information, see the respective industry and sector profiles in Chapter 5.

Figure 1-7
U.S. imports from sub-Saharan Africa by commodity sectors, by shares,
2002

Chemicals and related products 2.5 %

[ Other 3.7%
Transportation equipment 3.4%

Agricultural products 5.0%

Textiles and apparel 6.2%

Minerals and metals 14.9%

Energy-related products 64.3%

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 1-3

Sub-Saharan Africa: U.S. imports, by major commodity items, 1998-2002

(Dollars)

HTS Description 1998 1999 2000 2001 2002
2709.00 Petroleum oils and oils from bituminous minerals, crude . . . $5,279,111,112 $5,001,603,197 $8,723,257,287 $11,763,116,582 $10,770,214,844
7110.11 Platinum, unwrought or in powder form ............... 655,025,976 548,919,598 744,737,163 802,297,889 716,695,235
2710.19 Petroleum oils and oils (not light) from bituminous minerals

or preps nesoi 70 percent (by weight) from petroleum

oilsorbitummin. .......... ... .. ... . 0 0 0 0 589,777,993
7102.31 Diamonds, nonindustrial, unworked or simply

sawn, cleavedorbruted ............... ... ... ..., 219,992,625 284,056,284 272,590,846 339,710,363 433,827,817
8703.23 Passenger motor vehicles with spark-ignition

internal combustion reciprocating piston engine, cylinder

capacity over 1,500 cc but not over 3,000¢cc ........ 0 11,545 22,245,447 54,427 339,059,452
1801.00 Cocoa beans, whole or broken, raw or roasted ......... 338,189,950 296,213,426 270,307,532 246,750,210 265,683,220
7110.21 Palladium, unwrought or in powder form . ............. 196,517,794 277,486,130 409,020,685 403,801,756 261,567,623
6110.20 Sweaters, pullovers, sweatshirts, vests and similar articles

of cotton, knitted or crocheted . .................... 80,480,489 90,608,399 139,655,644 214,516,754 241,858,340
6203.42 Men’s or boys’ trousers, bib and brace overalls, breeches

and shorts of cotton, not knitted or crocheted ......... 137,674,224 153,515,459 192,883,121 202,121,753 209,241,787
6204.62 Women’s or girls’ trousers, bib and brace overalls,

breeches and shorts of cotton, not knitted or crocheted . 84,313,541 111,721,076 116,430,404 195,983,989 205,269,218
2620.99 Ash and residues (other than from the manufacture of

iron or steel), containing metals or their compound

NESOI v vt e 0 0 0 0 159,398,071
7102.39 Diamonds, nonindustrial, worked, including polished or

drilled ....... .. 107,935,421 83,240,870 150,116,206 169,989,767 140,229,977
8703.24 Passenger motor vehicles with spark-ignitioninternal

combustion reciprocating piston engine, cylinder

gcapacity over 3,000 €C ......... i 0 82,066 1,022,134 255,636,991 132,831,189
9801.00 Imports of articles exported and returned, not

advanced in value or condition; imports of animals

exported and returned within 8 months .. ........... 1,166,923,641 194,089,224 194,542,730 238,519,496 129,938,954
0905.00 Vanillabeans ........... ... i 24,832,399 19,950,548 32,746,566 90,245,008 125,531,900
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Table 1-3— Continued
Sub-Saharan Africa: U.S. imports, by major commodity items, 1998-2002

(Dollars)
HTS Description 1998 1999 2000 2001 2002
7110.31 Rhodium, Unwrought or in powder form .............. 109,587,646 116,393,462 252,476,583 217,579,069 125,506,256
2710.11 Light oils and preparations from petroleum oils & oils from
bituminous min. or preps 70%+ by wt. from petro. oils or
bitummin. ... 0 0 0 0 75,276,354
7606.12 Aluminum alloy rectangular (including square)
plates, sheets, and strip, over 0.2 mm thick . . ......... 5,855,065 9,997,112 44,760,229 56,293,882 70,723,927
8421.39 Filtering or purifying machinery and apparatus
for gasesnesoi . ... 7,564,327 37,344,764 69,230,295 166,303,192 65,984,774
8421.99 Parts for filtering or purifying machinery and
apparatus for liquidsorgases .................... 1,471,589 1,492,247 3,706,636 4,399,630 65,643,125
2410.20 Tobacco, partly or wholly stemmed/stripped ........... 30,361,427 633,060,117 58,641,003 53,627,470 59,490,677
6205.20 Men’s or boys’ shirts of cotton, not knitted or
crocheted ... . 76,834,933 76,119,770 78,266,372 66,073,489 58,230,701
7113.19 Jewelry and parts thereof, of precious metal
otherthansilver ............. ... ... ... . ...... 42,421,760 34,598,336 29,819,312 36,791,689 57,891,631
2614.00 Titanium ores and concentrates . . . ................... 60,709,089 51,959,802 58,468,622 61,110,160 57,450,989
2901.29 Acyclic hydrocarbons, unsaturated, nesoi .. ............ 25,550,839 39,106,809 75,367,179 77,156,835 55,999,622
Subtotal ........... 7,601,353,847 7,491,570,241 11,940,291,996 15,662,080,401 15,413,323,676
Allother ... . . 5,757,806,558 6,258,144,178 10,272,356,887 5,398,418,771 2,794,720,061
Total ... $13,359,160,405  $13,749,714,419  $22,212,648,883  $21,060,499,172  $18,208,043,737

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

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



Trade Balance

In 2002, the U.S. merchandise trade deficit with SSA decreased by $2.0 billion to
$12.3 billion, compared with deficits of $14.3 billion in 2001 and $16.7 billion in 2000.
Excluding petroleum, the U.S. trade deficit with the region declined by $30.3 million,
from $966.9 million in 2001 to $936.6 million in 2002. The nonpetroleum trade deficit
totaled $3.8 billion in 2000.3

The SSA country with which the United States had the largest trade deficit in 2002
remained Nigeria measured at $4.8 billion, down from $8.0 billion in 2001; followed
by Angola ($2.9 billion in 2002, up from $2.5 billion in 2001); South Africa ($1.8
billion in 2002, up from $1.6 billion in 2001); Gabon ($1.6 billion in 2002, down from
$1.7 billion in 2001); and Equatorial Guinea ($0.5 billion in 2002, and $0.3 billion in
2001). The United States had trade surpluses with many SSA countries, including Chad
($121.3 million), Mozambique ($89.3 million), Kenya ($78.8 million), Ghana ($71.0
million), and Senegal ($68.2 million).

On asectoral basis, the largest U.S. trade deficit with SSA occurred in energy-related
products, with a deficit of $11.5 billion in 2002, down from $14.1 billion in 2001.
Second was minerals and metals, with a deficit of $2.4 billion in 2002, down from
$2.8 billion in 2001. The U.S. trade deficit in textiles and apparels increased to $1.0
billion in 2002 from $868 million in 2001.

Several sectors showed a U.S. trade surplus with the region. The U.S. surplus in
transportation equipment measured $1.3 billion in 2002, down from $2.5 billion in
2001. Electronic products registered a $587 million surplus in 2002, down from a
$648 million surplus in 2001. Other significant U.S. trade surpluses were in machinery
products ($441 million) and chemicals and related products ($251 million).

U.S.-Africa Services Trade

The United States recorded a cross-border services trade surplus with Africa of $1.7
billion in 2001 (figure 1-9),% reflecting U.S. cross-border services exports of $4.7
billion, and cross-border imports of $3.0 billion. During 1996-2001, U.S. exports of
services increased at an average annual rate of 9.1 percent, while U.S. imports of
services from Africa increased at an average annual rate of 4.9 percent. The primary
U.S. cross-border service exports to Africa were tourism, business services, education,
and freight transport and port services (table 1-4).2 Tourism generated $1.4 billion in
U.S. exports in 2001, or 29.9 percent of all U.S. exports of services to Africa.
Conversely, tourism accounted for $1.4 billion or 46.1 percent of U.S. service imports
from Africa (table 1-5). Passenger fares, business services, and freight transport and

3 Data were compiled from official statistics of the U.S. Department of Commerce.

4 Data regarding cross-border services trade with the African continent are available through 2001.
There are no data specific to the sub-Saharan Africa region, or to individual countries other than South
Africa.

5 U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business,
Oct. 2002, pp. 91-99, and Oct. 2000, pp. 132-143.
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Figure 1-8
U.S. imports from sub-Saharan Africa: Growth rates by commodity
sectors, 2002

Transportation equipment
Textiles and apparel
Agricultural products

Miscellaneous manufactures
Forest products

Electronic products

Footwear

Machinery

Minerals and metals
Energy-related products
Chemicals and related products
Special provisions

Total imports

-100 -50 0 50 100 150
Percent

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

Figure 1-9
U.S. cross-border in services with Africa: Exports, imports, and trade
balance, 1998-2001
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Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current
Business, Oct. 2002, pp. 86-87.



Table 1-4

Total Africa and South Africa: U.S. cross-border service exports, 1996 and 2001

Africa South Africa
Average Average
annual annual
Service 1996 2001 growth 1996 2001 growth
(Miflion dollars) (Percent) (Miilion dollars) (Percent)
TOurism . ..o 766 1,401 12.8 285 343 3.8
Passenger transport .............. 77 73 -1.1 7 10 7.4
Freight transport and port services . . . 450 473 1.0 84 140 10.8
Royalties and license fees .......... 237 327 6.6 164 189 2.9
Education ...................... 359 716 14.8 35 47 6.1
Insurancel . ... .. .. 5 6 3.7 1 -3 ?)
Telecommunications .............. 109 176 10.1 51 108 16.2
Financial services ................ 101 183 12.6 26 49 135
BuSINesS® . ... ...t 752 925 42 104 170 10.3
Otherd .. ... .. i, 180 409 17.8 86 172 14.9
Total® ... 3,036 4,689 9.1 843 1,225 7.8

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

2 Not a meaningful number.

3 Data also reflect professional and technical services.

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

States.

5 Due to rounding and suppression of individual company data, figures may not add to totals shown.
Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 2002, pp. 91-99
and Oct. 2000, pp. 132-143.

port services also accounted for significant shares of U.S. imports from Africa,
representing 17.3, 12.6, and 10.1 percent, respectively, of total services imports from
Africa in 2001.

South Africa remained the largest U.S. services trading partner in Africa in 2001,
accounting for 26.1 percent of exports to, and 29.5 percent of U.S. imports from, the
region. Tourism accounted for the largest share of U.S. cross-border exports to South
Africa (28.0 percent), followed by royalties and license fees (15.4 percent), and
business services (13.9 percent). Telecommunication services registered the most rapid
growth rate of U.S. cross-border services exports to South Africa during 1996-2001,
rising 16.2 percent on an average annual basis, compared to 7.8 percent for all
service exports. The largest component of U.S. cross-border service imports from
South Africa was tourism services (31.9 percent), followed by passenger fares (29.2
percent). Business services registered the fastest growth, with an average annual
growth of 45.0 percent during 1996-2001, compared to 10.4 percent average annual
growth for all services imports.
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Table 1-5

Total Africa and South Africa: U.S. cross-border service imports, 1996 and 2001

Africa South Africa
Average Average
annual annual
Service 1996 2001 growth 1996 2001 growth
(Miflion dollars) (Percent) (Million dollars) (Percent)
Tourism . ... 1,300 1,392 1.4 268 284 1.2
Passenger transport .............. 286 522 12.8 124 260 16.0
Freight transport and port services . . . 177 305 11.5 18 60 27.2
Royalties and license fees .......... 6 5 -36 6 2 -19.7
Education ...................... 26 67 20.8 7 11 9.5
Insurance® .......... ... .. ... 3 3 0 ? 1 @
Telecommunications .............. 346 155 -14.8 52 24 -14.3
Financial services ................ 18 32 12.2 7 11 9.5
BuSINess? . ... ...t 152 380 20.1 20 128 45.0
Other®. . ..., 66 161 19.5 a1 110 218
Total® ........ ... .. 2,380 3,022 49 543 891 10.4

Linsurance imports are the difference between premiums paid to foreign insurers and claims received by U.S.
policy-holders. Imports are entered as credits on the balance of payments when claims received by U.S. policy-holders

exceed premiums paid to foreign insurers.

2 Less than $500,000.
3 Not a meaningful number.

4 Data also reflect professional and technical services.

5 Includes intra-corporate transactions; i.e., U.S. parent firms’ payments to foreign-based affiliates, and U.S.-based
affiliates’ payments to foreign parent firms. Also includes earnings of foreign residents who are employed temporarily

in the United States.

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

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, Oct. 2002,
pp. 91-99 and Oct. 2000, pp. 132-143.

In 2000, majority-owned affiliates of U.S. firms in Africa recorded sales of services
totaling $2.9 billion.6 Data on purchases from African-owned affiliates operating in
the United States were suppressed in 2000 and 1999 to avoid disclosure of individual
company information. Similarly, while affiliate trade data on an individual country
basis have been available in the past for South Africa, information for both sales and
purchases were also suppressed for the year 2000.

6 Ibid., p. 120.
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Box I-1: U.S. investment in Africa’s oll and gas field
services sector

As a net exporter of energy, sub-Saharan Africa attracts investment from U.S.
suppliers of oil and gas field services. This sector includes oil and gas related services
such as exploration, drilling, well development, production, transportation, and
maintenance.

Nigeria is the largest producer of petroleum products in sub-Saharan Africa. The
sector accounts for the majority of foreign direct investment in Nigeria, 60 percent of
which is U.S. investment.” For example, ChevronTexaco, Mobil, and Shell each have
contracts to provide maintenance services for pipelines and platforms, and
ChevronTexaco is also exploring three offshore blocks.2 Ocean Energy was awarded
an exploration license in Nigeria in 2002. Other U.S. firms operating in Nigeria
include ConocoPhillips and Marathon.? In addition, U.S. firms are active sponsors of
the West Africa Gas Pipeline, designed to transport natural gas from Nigeria to Benin,
Togo, and Ghana. ChevronTexaco is the lead equity holder in the consortium, with a
36.7 percent share. The pipeline is expected to be operational by mid-2005. 10

Angola is the second largest producer of oil and gas in the region, also attracting U.S.
investors. For example, in 2002, ExxonMobil began construction of a deepwater
facility in Angola, with production slated to begin in 2003, and ChevronTexaco is the
major equity holder and operator in a natural gas conversion facility in Angola. !

Other sub-Saharan countries also attract U.S. petroleum investment. Caltex Oil, a
petroleum retail marketer, has investments in Botswana valued at $1.5 million. U.S.
investments in Céte d’lvoire are largely focused on exploration and development
activities. Ocean Energy and Mondial have invested $100 million and $20 million,
respectively, while ChevronTexaco and ExxonMobil have invested approximately $30
million each. Vanco Oil Company has invested $10 million on exploration-related
research. 12

7 Marginal Fields Exploration and Production Services (Nigeria), Oct. 29, 2002, found at Internet
address Afip.//www.stat-usa.gov, retrieved July 17, 2003.

8 USDOC, The Oilfield Service Industry (Nigeria), Sept. 10, 2000, found at Internet address
htip.//www.stat-usa.gov, retrieved July 17, 2003.

9 USDOE, Nigeria Country Analysis Brief, Mar. 2003, found at Internet address
http.//www.ela.doe.gov/; retrieved July 17, 2003. USDOC, Foreign Direct Investment Data (Nigeria),
July 24, 2001, found at Internet address /fip.//www.stat-usa.gov, retrieved July 17, 2003.

10 yspocC, “The West African Gas Line Project,” Feb. 2, 2003, found at Internet address
http.//www.stat-usa.gov, retrieved July 17, 2003.

11 USDOE, Angola Country Analysis Brief, Nov. 2002, found at Internet address
http.//www.doe.gov/, retrieved July 17, 2003.

12 yspoc, Country Commercial Guide Cote d’lvoire FY 2003, Aug. 2, 2002, found at Internet
address hfip.//www.stat-usa.gov, retrieved July 17, 2003.
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Foreign Investment

In 2002, sub-Saharan Africa attracted $7 billion of new foreign investment (FDI) from
all sources, which is generally comparable with the level of new investment flows from
prior years (table 1-6).13 However, the region attracted just 4.9 percent of total FDI to
developing countries in 2002, well below the level attracted by the East Asia and
Pacific, and Latin America and the Caribbean regions, which accounted for 39.9
percent and 29.4 percent of developing-country FDI, respectively. Foreign portfolio
investment flows to SSA measured $700 million in 2002. This reversed the $1-billion
outflow recorded in 2001, but still fell well below the level recorded during 1997-2000,
when annual portfolio investment inflows averaged nearly $7 billion.1 As in prior
years, South Africa alone accounted for virtually all foreign portfolio investment in
2002.15 The subdued level of direct investment flows to SSA reflected the expectations
of investors concerning lower economic growth resulting from political crises, poor
weather conditions, and the HIV/AIDS pandemic. In addition, inadequate
infrastructure and poor distribution systems continued to discourage foreign
investment.16

With respect to investment originating in the United States, net U.S. direct investment
flows to all of Africa measured $861 million in 2002, which was less than 1 percent of
total U.S. direct investment abroad (table 1-7).17 Nigeria and South Africa continued
to attract the largest amount of U.S. direct investment in 2002, receiving $922 million
and $112 million, respectively. These inward investment flows were offset, however, by
outward flows of $174 million from the rest of Africa. On balance, the continuation of
positive flows of U.S. direct investment into Africa yielded an increase of 12.3 percent
in the U.S. direct investment position, which measured approximately $15.1 billion in
2002 (table 1-8). South Africa and Nigeria accounted for an estimated 22.8 percent
and 11.7 percent, respectively, of the total U.S. direct investment position in Africa.!8

13102001, SSA recorded inward direct investment flows of $14 billion, but half of these resulted from
the acquisition of DeBeers Group by Anglo America PLC of the United Kingdom. Absent this transaction,
inward direct investment would have totaled an estimated $6.9 billion. The World Bank, “Global
Development Finance (GDF) 2003,” p. 86; and The World Bank, “GDF 2002,” p. 186.

14 The World Bank, “GDF 2003,” pp. 201 and 207.

15 |bid., p. 209.

16 1hid., pp. 32-33.

17.y.s. investment data do not specifically break out the SSA region, therefore data are available
only for Africa as a whole and selected countries. USDOC, BEA, “U.S. Direct Investment Abroad: Country
and Industry Detail for Capital Outflows,” found at Internet address /ip.//www.bea.doc.gov, retrieved
June 26, 2003.

18 Maria Borga, “Direct Investment Positions for 2002: Country and Industry Detail,” Survey of
Current Business, USDOC, BEA, July 2003, pp. 30-31.

1-18



Table 1-6

Global investment flows to developing countries, 1998-2002

Country/Region 1998 1999 2000 2001 2002
Value (billion dollars)
Sub-Saharan Africa:
FDl o 6.5 8.1 6.1 13.8 7.0
Portfolio equity flows . . ..................... 8.6 8.9 4.0 -1.0 0.7
Total ... 15.1 17.0 10.1 12.8 7.7
Developing Countries:
FDl 174.5 179.3 160.6 171.7 143.0
Portfolio equity flows . ...................... 74 15.0 26.0 6.0 9.3
Total ..o 181.9 194.3 186.7 177.6 152.3
Share of total (perceni)
Share of Sub-Saharan Africa
FDl 3.7 45 3.8 8.0 4.9
Portfolio equity flows . . ..................... 116.2 59.3 15.4 -16.7 75
Total ... 8.3 8.7 54 7.2 5.1
Source: The World Bank, “Global Development Finance 2002, Country Tables,” Washington, DC, 2003, pp. 201
and 207.
Table 1-7
U.S. direct investment abroad: Capital flows, 1998-2002
(Million dollars)
Country/Region 1998 1999 2000 2001 2002
All countries .................. 131,004 174,576 164,969 113,977 119,742
All Africa .................... 3,075 498 1,151 798 861
Nigeria .................... 403 -172 -319 221 922
South Africa ................ -83 872 490 -4 112
All Other Africa ............. 2,756 -202 980 581 -174

Note.—-Negative numbers indicate inflows of capital into the United States.

Source: USDOC, BEA, “U.S. Direct Investment Abroad: Country Detail for Selected Items,” found at Internet address

hitp.//www./bea.doc.gov, retrieved June 27, 2003.

Table 1-8
U.S. direct investment position on a historical cost basis, 1998-2002
(Million dollars)
Country/region 1998 1999 2000 2001 2002
All countries ................... 1,000,703 1,215,960 1,316,247 1,383,225 1,520,965
AlLAfrica ..o 14,061 13,118 11,891 13,411 15,066
Nigeria ..................... 1,686 233 470 788 1,761
South Africa ................. 2,344 3,474 3,562 3,088 3,428
All Other Africa .............. 10,031 9,412 7,859 9,535 9,878

Source: USDOC, BEA, “U.S. Direct Investment Abroad: Country and Industry Detail,” found at Internet address

htip.//www./bea.doc.gov, retrieved Aug. 4, 2003.
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The United States has little portfolio investment in sub-Saharan Africa due to the fact
that few countries in the region have well-established stock exchanges and few SSA
companies are listed on U.S. exchanges. U.S. portfolio investment in SSA is largely
channeled through investment companies that integrate stocks of SSA companies into
broader emerging market mutual funds. Since the mining and extractive sectors
consistently attract portfolio investment,1? it is likely that U.S. portfolio investment in
SSA will continue to be concentrated in South Africa and, to a lesser extent, Nigeria.

19 The World Bank, “GDF 2003,” p. 98.
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CHAPTER 2
AGOA-Related Imports and Investment

This chapter provides information on U.S. trade with SSA beneficiaries of the African
Growth and Opportunity Act (AGOA), including its GSP provisions. U.S. trade under
AGOA is presented by major trading partner and commodity sector, as well as for the
SSA region as a whole. Trade data were compiled from official statistics of the U.S.
Department of Commerce. The chapter also discusses investment developments
related to AGOA. Information on AGOA-related investment was obtained primarily
from field research conducted in Lesotho, Mauritius, and South Africa in
February/March 2003; the U.S. Department of State; and various publications, such
as the EIU Viewswire. AGOA-related investment example tables represent reported
information from the above-referenced sources, and are not Commission statements,

opinions, or assessments.

African Growth and Opportunity Act

The African Growth and Opportunity Act was passed into law by Congress in May
2000.! The Act amended the GSP program and authorized the President to provide
duty-free and quota-free treatment for certain African products until September 30,
2008, if, after receiving advice from the USITC, the President determines that these
products are not import-sensitive. AGOA also provides for graduation of countries
from the program when they become high-income countries and for the removal of
eligibility of articles under certain conditions. On August 2, 2002, President Bush
signed the Trade Act of 2002, modifying certain provisions of the AGOA and
expanding preferential access for imports from SSA beneficiary countries. The
modifications, collectively referred to as AGOA II,2 became effective immediately

upon enactment.3

On December 31, 2002, President Bush approved the continued designation of 36
sub-Saharan African countries as eligible for tariff preferences under AGOA. The
President further determined that The Gambia and the Democratic Republic of the
Congo (DROC) should be designated as AGOA beneficiary countries. The DROC was
added to the eligibility list with delayed implementation of AGOA’s duty-free trade
benefits. On October 31, 2003, the DROC was granted AGOA trade

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

Stat. 252.
2.8ec.3108 of the Trade Act of 2002, Pub.L.107-210, 116 Stat. 1038.

3 For additional information, see USITC, U.S, Trade and Investment with Sub-Saharan Africa, Third

Annual Report, USITC pub. 3552, Chapter 2, pp. 19-21.
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preferences. Table 2-1 lists the 38 SSA countries designated as eligible for AGOA
trade preferences on December 31, 2002.4

Table 2-1

SSA countries designated as beneficiary countries of AGOA on December 31, 2002 (38)
Benin Ghana Nigeria

Botswana Guinea Republic of the Congo
Cameroon Guinea-Bissau Rwanda

Cape Verde Kenya S&o Tomé and Principe
Central African Republic Lesotho Senegal

Chad Madagascar Seychelles

Cote d’lvoire Malawi Sierra Leone
Democratic Republic of the Congo! Mali South Africa

Djibouti Mauritania Swaziland

Eritrea Mauritius Tanzania

Ethiopia Mozambique Uganda

Gabon Namibia Zambia

Gambia Niger

1 On December 31, 2002, the DROC was added to the eligibility list with delayed implementation of AGOA duty-free
trade benefits. On October 31, 2003, the DROC was granted AGOA trade prefereneces.
Source: USDOC, “Results of the AGOA Country Review for 2003 Eligibility,” found at Internet address
http.//www.agoa.gov, retrieved Nov. 14, 2003.

AGOA Forum

The African Growth and Opportunity Act also established an annual U.S.-Africa
Trade and Economic Cooperation Forum. The AGOA Forum provides an opportunity
for regular dialogue, and for strengthening economic and political relations between
the United States and sub-Saharan Africa. The inaugural meeting of the Forum was
hosted by the Secretary of State, Secretary of the Treasury, Secretary of Commerce,
and the United States Trade Representative (USTR) on October 29-30, 2001, in
Washington, D.C.° The second Forum was held from January 15-17, 2003, in
Mauritius. The USTR led the U.S. delegation of senior officials from the Commerce,
Treasury, Agriculture, and State departments. Trade, finance, and economic ministers
from the 38 AGOA eligible countries also participated, along with representatives
from African regional organizations. The second AGOA Forum focused on trade,
investment, and socio-economic development issues, including measures that the
United States and SSA countries can jointly take to stimulate trade and investment
flows, to enhance democracy and good governance, and to combat HIV/AIDS.

4U.S. Department of Commerce, “Results of the AGOA Country Review for 2003 Eligibility”, found
at Internet address /fp.//www.agoa.gov, retrieved Nov. 14, 2003.

5 For more information about the inaugural AGOA Forum, see USITC, U.S. Trade and Investment
with Sub-Saharan Africa, Third Annual Report, USITC pub. 3552, Chapter 2, pp. 22-23.



Ambassador Zoellick opened the government segment of the Forum by emphasizing
U.S. commitment to African prosperity through export-led growth. The USTR noted the
success of increased trade under the AGOA program (see AGOA imports section
below), and called for a new Africa-America partnership to harness the economic
forces of globalization.® Prior to the AGOA Forum in Mauritius, Ambassador Zoellick
stopped in South Africa to announce the beginning of talks to establish a Free Trade
Agreement with the Southern African Customs Union (SACU), the first such U.S.
regional trade agreement with SSA. For more information on SACU, see the SACU
profile in chapter 3.

President Bush addressed the AGOA Forum, in a broadcast message, in which he
stated that trade and markets are key for Africa’s prosperity, and announced that he
will ask the Congress to extend AGOA beyond September 1, 2008, in order to boost
business confidence for investments in sub-Saharan Africa. President Bush also noted
the new African Millennium Challenge Account, directed to nations that encourage
economic freedom, root out corruption, and respect the rights of their people. The Fund
will support the construction of roads, bridges, canals, and other basic infrastructure in
order to promote economic growth.’

The government segment of the Forum was complemented by a private sector session.
One thousand firms, including 200 firms from the United States, discussed potential
deals at the AGOA Forum in Mauritius. A third segment consisted of the gathering of
civil society nongovernmental organizations to discuss the social costs of globalization.
About 150 representatives from the United States, Mauritius, and other SSA countries
participated in this session.8

U.S. Imports under AGOA

U.S. imports under AGOA (including its GSP provisions) totaled almost $9.0 billion in
2002, anincrease of 9.9 percent from $8.2 billion in 2001. Table 2-2 shows the major
SSA suppliers of AGOA (including GSP) imports in 2002. In 2002, Nigeria ($5.4
billion or 60.2 percent), South Africa ($1.3 billion or 14.9 percent), and Gabon ($1.1
billion or 12.7 percent) accounted for about 88.0 percent of total AGOA imports.
Other major SSA suppliers included Lesotho ($318.0 million), Kenya ($129.2 million),
Cameroon ($115.8 million), Mauritius ($114.3 million), and the Republic of the Congo

6 U.S. Department of State, “Zoellick Sees Trade, Supportive Aid Policies Key to African Growth,”
found at Internet address Atp..//usinfo.state.gov/regional/at/trade/a3011505.htm, retrieved July 30,
2003.

7 U.S. Department of Commerce, Trade Compliance Center, “Trade and Markets Key to Africa
Prosperity, President Bush Says,” found at Internet address
http.//www.tcc.mac.doc.gov/cgr-bin/doit. cqi?204.468440457:494, retrieved July 30, 2003.

8 U.S. Department of State, “U.S. Trade Official Sounds the Call For Partnership at AGOA Forum,”
found at Internet address
http.//usinfo.state.gove/regional/at/trade/a3011503.htm, retrieved July 30, 2003.
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Table 2-2

U.S. imports under AGOA,! by sources, 2001, 2002, Jan.-June 2002, and Jan.-June 2003

(1,000 dollars)
2001 2002 Jan.-June 2002 Jan.-June 2003
Source AGOA GSP AGOA GSP AGOA GSP AGOA GSP
Benin............... 178 178 0 0 0 0 0 0
Botswana ........... 1,221 1,221 4,578 871 1,881 440 2,209 0
Cameroon ........... 37,174 443 115,804 262 22,799 142 33,862 78
Cape Verde ......... 152 152 51 51 0 0 869 13
Cen AfricaRep ....... 0 0 192 192 0 0 0 0
Chad .............. 0 0 0 0 0 0 36 36
Congo (ROC) ........ 130,235 1,489 106,633 2,825 45,430 2,817 163,090 2,881
Cote d’lvoire ......... 13,321 13,321 49,733 22,468 15,729 8,896 25,585 20,012
Djibouti ............. 0 0 23 23 0 0 9 9
Eritrea .............. 0 0 11 11 0 0 0 0
Ethiopia . ............ 822 607 2,320 1,001 1,349 705 1,448 642
Gabon ............. 938,760 65 1,145,627 149 608,356 121 499,642 8
Gambia............. 1 1 24 24 3 3 7 7
Ghana ............. 42,889 9,797 34,830 11,829 22,904 5,856 25,718 5,095
Guinea ............. 191 191 68 68 28 28 99 99
Guinea-Bissau .. ...... 0 0 0 0 0 0 0 0
Kenya .............. 58,873 3,783 129,210 4,873 48,875 2,242 89,661 2,124
lesotho ............. 129,592 69 318,029 226 142,208 169 166,497 77
Madagascar ......... 97,105 4,959 79,728 3,890 61,070 3,200 60,870 753
Malawi ............. 35,362 23,305 46,904 5,584 21,757 1,425 19,232 4,624
Mali ............... 293 293 342 341 90 89 112 112
Mauritania . ......... 0 0 35 35 15 15 0 0
Mauritius . ........... 53,975 15,076 114,292 7,764 55,236 2,452 64,238 1,886
Mozambique . ........ 5,278 5,278 5,916 5,729 17 4 1,707 14
Namibia ............ 93 93 1,717 174 136 133 9,203 56
Niger .............. 42 42 22 21 6 6 60 60
Nigeria ............. 5,688,461 359 5,409,660 483 2,340,602 75 4,634,726 1,603
Rwanda............. 318 53 10 10 10 10 0 0
Sdo Tomé & Prin ... ... 0 0 0 0 0 0 0 0
Senegal ............. 567 567 499 499 222 221 472 465
Seychelles ........... 4,230 4,230 0 0 0 0 3 3
Sierraleone ......... 387 387 217 217 43 43 0 0
South Africa ......... 923,243 505,987 1,342,594 553,042 556,955 233,082 744,904 296,345

See footnote at end of table.
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Table 2-2—Continued

U.S. imports under AGOA,! by sources, 2001, 2002, Jan.-June 2002, and Jan.-June 2003

(1,000 dollars)
2001 2002 Jan.-June 2002 Jan.-June 2003
Source AGOA GSP AGOA GSP AGOA GSP AGOA GSP
Swaziland ........... 14,770 6,456 81,252 6,939 28,986 48 53,914 140
Tanzania............ 899 883 1,293 654 572 286 769 157
Uganda............. 141 141 32 19 15 6 487 25
Zambia ............. 775 765 83 31 42 18 104 104
Total ........... 8,179,346 600,189 8,991,729 630,307 3,975,336 262,533 6,599,535 336,428

Lincludes GSP.

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



($106.6 million). In 2001, AGOA imports from Nigeria, South Africa, and Gabon
accounted for more than 92.0 percent of total AGOA imports. During the first half of
2003, combined imports from Nigeria, South Africa, and Gabon accounted for 89.1
percent of the total as countries including Lesotho ($166.5 million), the Republic of the
Congo ($163.1 million), Kenya ($89.7 million), Mauritius ($64.2 million), Madagascar
($60.9 million), Swaziland ($53.9 million), Cameroon ($33.9 million), Ghana ($25.7
million), Cote d’lvoire ($25.6 million), and Malawi ($19.2 million) continued to
increase their imports under the AGOA program.

AGOA (including GSP) imports continued to be dominated by U.S. purchases of
energy-related products ($6.8 billion), which represented 75.9 percent of the total in
2002, compared to 83.5 percent in 2001. However, significant increases of imports
under AGOA (including GSP) were recorded for textiles and apparel, transportation
equipment, agricultural products, and minerals and metals (table 2-3). The second
largest import commodity under AGOA (including GSP) was textiles and apparel
($803.3 million), which accounted for an 8.9 percent share of the total in 2002,
compared with a 4.4 percent share in 2001. Transportation equipment ($544.7
million) represented 6.1 percent of total AGOA imports in 2002, up from 3.7 percent
in 2001; minerals and metals ($373.0 million) accounted for 4.1 percent in 2002,
compared to 3.9 percent in 2001; while the share of agricultural products rose to 2.4
percent in 2002 from 1.9 percent in 2001. The remaining AGOA (including GSP)
imports comprised smaller quantities of chemicals, miscellaneous manufactures, forest
products, and machinery equipment.

During the first half of 2003, U.S. imports under AGOA (including GSP) increased by
$2.6 billion or by 65.0 percent to $6.6 billion from $4.0 billion during the first half of
2002, primarily due to a significant increase in energy-related imports from Nigeria.
During the first half of 2003, AGOA imports of energy-related products totaled $5.4
billion, or 82.0 percent of the total, compared to $3.0 billion, or 76.4 percent during
the first half of 2002. Significant increases were also recorded for AGOA imports of
textiles and apparel (up by $148.4 million, or by 40.7 percent), transportation
equipment (up by $81.3 million, or by 33.2 percent), minerals and metals (up by $47.3
million, or by 34.1 percent), and chemical products (up by $25.4 million, or by 38.7
percent) during this period. Chapter 5 provides additional details on production,
trade, and investment for six sectors: agriculture, fisheries, and forest products;
chemicals; petroleum and energy-related products; minerals and metals; textiles and
apparel; and certain transportation equipment. Table 2-4 shows the major commodity
items imported under AGOA (including its GSP provisions) at the HTS six-digit level.

2-6



LC

Table 2-3

Major U.S. imports under AGOAL, by major commodity sectors, 2001, 2002, Jan.-June 2002, and Jan.-June 2003

2001 2002 Jan.-June 2002 Jan.-June 2003
Sector AGOA GSP AGOA GSP AGOA GSP AGOA GSP
Value (1,000 dollars)
Energy-related
products .......... 6,827,424 2 6,824,776 0 3,037,847 0 5,353,764 10
Textiles and apparel . .. 359,469 3,564 803,333 3,639 364,699 1,681 513,121 2,082
Transportation
equipment ......... 300,539 59,339 544,711 61,358 245,080 28,581 326,412 40,350
Minerals and metals . . . 319,134 227,927 372,961 234,429 138,596 95,598 185,884 118,869
Agricultural products . . . 153,515 94,525 212,436 103,523 79,920 31,643 80,712 40,792
Chemicals and related
products .......... 128,083 124,271 136,164 131,459 65,640 62,218 91,062 87,085
Miscellaneous
manufactures ...... 33,049 32,749 40,595 39,715 18,006 17,619 21,411 20,687
Forest products .. ..... 21,728 21,662 29,792 29,536 11,935 11,751 15,955 15,765
Machinery ........... 22,988 22,976 17,828 17,820 8,867 8,862 6,003 6,003
Electronic products . . .. 13,174 13,174 8,832 8,828 4,583 4,581 4,790 4,786
Footwear ............ 242 0 300 0 136 0 419 0
Total, all sectors . . 8,179,346 600,189 8,991,729 630,307 3,975,336 262,533 6,599,535 336,428
AGOA imports as a percent of total sector imports from SSA
Energy-related
products .......... 61.87 0.00 58.27 0 57.87 0.00 63.82 0.00
Textiles and apparel . .. 36.59 0.36 70.7 0.32 71.00 0.33 74.33 0.30
Transportation
equipment ......... 75.16 14.84 87.71 9.88 86.64 10.10 87.88 10.86
Minerals and metals . . . 10.57 7.55 13.79 8.67 11.41 7.87 13.42 8.58
Agricultural products . . . 19.44 11.97 23.30 11.36 17.02 6.74 13.72 6.93
Chemicals and related
products .......... 22.23 21.56 30.39 29.34 34.29 32.51 28.96 27.70
Miscellaneous
manufactures . ..... 37.36 37.02 34.53 33.78 32.14 3144 38.05 36.76
Forest products ....... 18.85 18.79 24.67 24.46 22.72 22.37 25.41 25.11
Machinery ........... 8.74 8.74 7.71 7.70 7.16 7.16 7.04 7.04
Electronic products . ... 25.45 25.45 17.77 17.76 20.92 20.92 14.68 14.67
Footwear ............ 17.60 0.00 21.80 0 26.65 0.00 68.20 0.00
Total, all sectors . . 46.54 3.42 49.38 3.46 48.18 3.18 54.76 2.79

Includes GSP.

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

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 2-4

Leading U.S. imports under AGOAL, by HTS descriptions, 2001, 2002, Jan.-June 2002, and Jan.-June 2003

(1,000 dollars)
2001 2002 Jan.-June 2002 Jan.-June 2003

HTS6 Description AGOA GSP AGOA GSP AGOA GSP AGOA GSP
2709.00 Petroleum oils and oils obtained from bituminous

minerals, crude . ........... ... ... 6,548,533 0 6,453,099 0 2,874,622 0 5,050,476 0
8703.23 Passenger motor vehicles with spark-ignition

internal-combustion reciprocating piston engine,

cylinder capacity over 1,500 cc but not over

3,000CC ... 4 0 338,959 0 78,230 0 281,040 0
2710.19 Petroleum oils & oils (not light) from bituminous

minerals or preps nesoi 70%+ by weight from

petroleum ... 0 0 316,497 0 147,418 0 220,755 0
6203.42 Men’s or boys’ trousers, bib and brace overalls,

breeches and shorts not knitted or crocheted, of

COMON .ot 82,362 0 161,721 0 81,768 0 98,755 0
6110.20 Sweaters, pullovers, sweatshirts, waistcoats (vests)

and similar articles, knitted or crocheted, of

COON .ot 61,964 0 160,695 0 68,694 0 86,319 0
6204.62 Women'’s or girls’ trousers, bibs and brace

overalls, breeches and shorts of cotton, not

knitted or crocheted . .................... 98,519 0 153,938 0 72,733 0 122,320 0
8703.24 Passenger motor vehicles with spark-ignition

internal combustion reciprocating piston engine,

cyclinder capacity over 3,000cc ........... 232,277 0 132,784 0 132,784 0 0 0
7606.12 Aluminum alloy rectangular (including square)

plates, sheets and strip, over 0.2 mm thick . ... 55,478 55,478 70,519 70,519 32,836 32,836 35,693 35,693
2710.11 Light oils and preparations from petroleum oils &

oils from bituminous min. or preps 70%+ by wt.

from petro. oils or bitum. min. .............. 45,834 0 55,180 0 15,834 0 82,524 0
7202.30 Ferrosilicon manganese .................... 37,388 37,388 50,749 50,749 23,878 23,878 16,526 16,526
1701.11 Cane sugar, raw, in solid form, not containing

added flavoring or coloring matter .. ........ 27,561 27,561 43,774 43,774 6,337 6,337 3,293 3,293
7202.11 Ferromanganese, containing by weight more than

2 percentofcarbon ........... ... ... .. 28,058 0 43,305 0 17,243 0 16,552 0
6110.30 Sweaters, pullovers, sweatshirts, vests and similar

articles of manmade fibers, knitted or crocheted 8,252 0 39,547 0 12,538 0 14,941 0

See footnote at end of table.
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Table 2-4—Continued
Leading U.S. imports under AGOAL, by HTS descriptions, 2001, 2002, Jan.-June 2002, and Jan.-June 2003

(1,000 dollars)
2001 2002 Jan.-June 2002 Jan.-June 2003
HTS6 Description AGOA GSP AGOA GSP AGOA GSP AGOA GSP
7202.41 Ferrochromium, containing by weight more than
4 percentofcarbon ......... ... . ... ... 42,853 42,853 36,531 36,531 7,524 7,524 30,947 30,947
2401.20 Tobacco, partly or wholly stemmed/ stripped . . . . 23,968 15,769 31,193 1,729 16,344 1,415 7,976 4,624
7113.19 Articles of jewelry and parts thereof, of precious
metal (excluding silver) ................... 23,833 23,833 30,612 30,612 13,098 13,098 15,038 15,038
6109.10 T-shirts, singlets, tank tops and similar garments of
cotton, knitted or crocheted ................ 4,920 0 30,350 0 20,020 0 30,160 0
6205.20 Men’s or boys’ shirts of cotton, not knitted or
crocheted .......... ... . ... . iii.., 13,823 0 29,657 0 12,531 0 18,667 0
6104.62 Women’s or girls’ trousers, bibs and brace
overalls, breeches and shorts of cotton, knitted
orcrocheted ........................... 7,459 0 25,209 0 11,597 0 18,988 0
6106.10 Women’s or girls’ blouses and shirts of cotton,
knitted or crocheted ..................... 5,694 0 24,483 0 11,991 0 13,555 0
6105.10 Men’s or boys’ shirts of cotton, knitted or
crocheted .......... ... ... . iiiL, 9,058 0 24,146 0 13,431 0 12,825 0
2804.69 Silicon, containing by weight less than 99.99
percentof silicon ............. .. ... ... .. 24,692 24,692 22,753 22,753 10,504 10,504 16,926 16,926
7210.49 Flat-rolled iron or nonalloy steel, not corrugated,
600 mm or more wide, plated or coated with
zinc other than electrolytically . ............. 10,881 0 21,775 0 3,610 0 7,721 0
7202.19 Ferromanganese, containing by weight 2 percent
orlessofcarbon ........................ 23,351 23,351 18,789 18,789 6,366 6,366 10,388 10,388
8708.70 Road wheels and parts and accessories thereof,
for motor vehicles . .......... ... . ... ... 21,374 21,374 18,423 18,423 8,727 8,727 14,571 14,571
Subtotal .......... ... ... 7,392,302 272,299 8,334,691 293,880 3,700,659 110,685 6,226,956 148,007
Allother ... ... ... 787,044 327,890 657,038 336,426 274,677 151,848 372,579 188,421
Total ... 8,179,346 600,189 8,991,729 630,307 3,975,336 262,533 6,599,535 336,428

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



AGOA-Related Investment

This section discusses AGOA-related investment in SSA and the complementary effects
of improved investment climate and policy reform, and increased regional
cooperation and integration. As government officials, companies, and international
firms become more familiar with the advantages of AGOA, sub-Saharan Africa
continues to witness investment driven by country access to AGOA benefits.
AGOA-related investment highlights the breadth of the AGOA program. In addition to
tariff and quota reductions, the program provides for various facilitating services. For
example, trade capacity-building initiatives facilitate SSA exports to the United States
by reducing information barriers, and the AGOA Forum provides networking
opportunities by bringing SSA suppliers and U.S. purchasers together. Consequently,
in addition to tariff and quota preferences, AGOA-related investment may be driven
by other AGOA-program, trade-facilitating features.

Although the textile and apparel sector has received substantial levels of investment,
other sectors such as motor vehicles (South Africa) and information technology
(Uganda) are beginning to benefit from AGOA-related investment and, in some
cases, associated export diversification. Although investment decisions generally are
driven by a multitude of factors, local and foreign investors in SSA, as well as local
government officials and observers, attribute duty- and quota-free access to the U.S.
market, as well as other AGOA-program, trade-facilitating features, as factors in
investment activity. Although direct investment figures may not be available for a
variety of reasons, such as business confidentiality, associated increases in
employment and output can be attributed to the indirect effects of increased
investment. Table 2-5 lists selected examples of AGOA-related investment,
employment increases, and industry output expansion for July 2002 to June 2003.

In addition to spurring investment, AGOA has begun to influence other activities that
could be beneficial to SSA’s long-term economic growth, including the improvement in
business climate (for example, investing in infrastructure or implementing reforms,
such as reduction of bureaucracy) and the encouragement of regional cooperation
and integration to take advantage of the benefits offered by AGOA. These benefits
have been cited by observers within SSA, as well as international policy-makers. For
example, Wycliffe Muga writes, “the expansion of textile and garment manufacturing
in a developing country is one of the surest recipes for the creation of jobs,”® and Paul
Ryberg of the African Coalition for Trade notes, “While good governance is a
condition of eligibility under the Agoa regime, in an even more important sense the

9 Wycliffe Muga, “Nepad Lies On lts Deathbed, Long Live Agoa,” 7he Nation (Nairobi), Nov. 2,
2002 found at Internet address
http.//allafrica.com/stories/printable/200211010624.htmi, retrieved Mar. 27, 2003.
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Table 2-5

Selected examples of AGOA-related investment, employment increases, and industry
expansion, July 2002-June 2003

Country

Example

Ghana

Woolworths has opened two branches in Ghana’s capital city of Accra. The franchise
announced plans to invest about $10 million in Ghana over the next 5 years. The Country
Director of Woolworths commented that, “By establishing here,... Ghanaian manufacturers
and consumers would have the opportunity to experience international quality standards
which would make it possible to meet AGOA and other export requirements.” A distributor
of clothes, food and beverages, household wear, and toiletries, the franchise plans to
manufacture using local inputs.!

Kenya

“In Kenya, the Export Processing Zones have been one of the few growth industries in an
economy [and this] growth is attributed to AGOA.....” Kenya’s Export Processing Zones
Authority reported that the subsector grew an average 30 percent per year over the last 5
years, and up to $139 million has been invested in the zone, creating approximately
25,000 jobs in 2001, doubling the 13,000 jobs the zones had created in 2000.2

Sri Lankan firms reportedly will invest over $2.4 million in the export processing zones in
2003 in up to 10 additional apparel plants. These plants are expected to generate 14,000
jobs.3

The government reported that plans were underway to construct a Sh300 million
(approximately $4 million) cotton-processing plant in Nyanza province. The AGOA
Association in Kenya “said investors from the United States had shown interest in financing
the project....” The project is expected to create jobs to offset jobs being lost in the fishing,
sugar, and tobacco industries.#

Regular job advertisements for employment in garment factories are an example of the
positive impact of AGOA-related investment.®

According to government officials, Kenya is expected to start exporting coffee to the United
States under AGOA. As a result of the agreement signed between Kenya and the United
States, “plans were underway to give the Kenya Planters Cooperative Union the capacity to
roast, grade and pack coffee for export” in order to get the higher returns associated with
processed coffee.®

“The apparel sector... has blossomed under AGOA. In 2000, there were 10 factories
producing US$ 30 million in garment exports and employing 10,000. By 2001 that number
had increased to 24 factories producing $70 million in exports and employing 17,000. It is
projected that this year the numbers will increase to 25,000 jobs in 36 factories producing
$200 million worth of apparel. The companies are in Kenya to take advantage of AGOA
provisions. AGOA benefits to idownstream’ processors, such as those producing silk
screening, embroidery or packaging are just coming on line.”’

In 2002, AGOA-related textile and apparel businesses employed about 200,000 people,
and earned about $650 million.8

Lesotho

According to the Minister of Industry, Trade and Marketing, investment is planned for a
fine fabric mill. Given AGOA-related investment and expansion plans in Lesotho, the
minister estimated that, by 2005, the textile industry would employ over 75,000 workers.?

According to the Minister of Industry, Trade and Marketing for Lesotho, “Since the
certification of Lesotho under AGOA in April 2001, we have witnessed a magnificent
increase of about 25,000 new jobs to a high figure of 45,000 jobs in 2002 as a direct
result of AGOA. Further, a number of companies already operating in Lesotho have
expanded their scale of operation and new ones have chosen Lesotho as their investment
destination.”10

See footnotes at end of table.
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Table 2-5— Continued
Selected examples of AGOA-related investment, employment increases, and industry
expansion, July 2002-June 2003

Country

Example

Lesotho(cont.)

Before Lesotho became eligible for AGOA benefits, Nien Hsing International had two
apparel factories employing 1,800 people. After AGOA was initiated, the company
decided to invest in a mill and another factory, and increased employment to 6,000
people.l!

As a result of AGOA, in 2001 and 2002, 17 companies invested over 130 million Loti
(approximately $15 million) in textile and apparel firms exporting to the U.S. market.12

In 2001, Lesotho’s economy grew at 3.5 percent, but is expected to increase to 4 to 5
percent. The Governor of the Central Bank of Lesotho attributed the economic growth to
expansion of the textile and apparel industry, which exports clothing mainly to the United
States under the AGOA program.3

Madagascar

Driven by access to AGOA trade benefits, investors from the Dubai, Saudi Arabia, UAE,
and Pakistan have increased investment into Madagascar. In general, this investment has
targeted large apparel factories, each employing over 1,000 people.14

Mauritius

AGOA has prompted six projects currently under development, of which, four are Chinese
and Indian investments in spinning mills.1

A direct benefit of AGOA has been that at the end of 2003 there will be five spinning mills
operating in Mauritius, producing 40,000 tons of cotton yarn for local and regional
markets. 16

AGOA has prompted investment in spinning mills, and, consequently, the vertical
integration of the textile industry in sub-Saharan Africa.}”

AGOA has encouraged increased foreign investment into Mauritius, such as the
contruction of a Chinese-owned mill, Tianli Spinning.18

Mozambique

Umar Textiles (Pakistan) began operations in November 2002, and has been exporting
exclusively to the United States under the AGOA program.1

Namibia

Because of increased investment in the textile industry by four companies, including
Ramatex, the government estimated that, by 2005, 20,000 jobs would be created in
Namibia.20

South Africa

In 2002, BMW SA invested 200 million rand (approximately $23 million) to upgrade a
plant, and has exported approximately 22,000 units to the United States under the AGOA
program. “Through Agoa, BMW not only can export vehicles with duty-free provisions, but
is also by far the biggest local beneficiary under the act.”2!

DaimlerChrysler SA plans to invest in the ability to assemble left-hand-drive cars at its East
London plant. “Large scale assembly of the C-Class... would attract several billion rands’
worth of investment.” An attractive aspect of the proposal is duty-free access into the United
States under AGOA. If the group’s South Africa arm wins the contract, foreign direct
investment to South Africa could total 2 billion rand (approximately $230 million) for
retooling requirements at the East London Plant, with additional investment of up to 6
billion rand (approximately $695 million) for supplier operations.22

“Nissan SA hopes to begin exporting locally assembled bakkies [a one ton hardbodied
commercial vehicle] to the global market.” An attractive feature of investing in South Africa
for the Japanese parent is that South Africa has preferential access to the United States
market under the AGOA program.23

Seardel Investment Corporation (clothing and textile company) announced plans to spend

about 125 million rand (approximately $15 million) to replace and upgrade existing plants
because of growth in domestic sales and exports, some of which have benefitted from the

AGOA program.24

See footnotes at end of table.
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Table 2-5— Continued
Selected examples of AGOA-related investment, employment increases, and industry
expansion, July 2002-June 2003

Country

Example

South Africa (cont.)

According to company officials, the Levi Strauss factory in Cape Town began producing
jeans for export to the United States under the AGOA program.2>

“Within clothing and textile companies, those that have mentioned plans to export to the US
using the Agoa advantages include Adonis, the knitwear company; Pals Clothing, which
manufactures men’s clothing; Seardel, the clothing and textiles giant; clothing
manufacturer Rex Trueform which was formerly a serious exporter to the UK; LA Group, in
a joint venture for its corporate clothing division; and Ninian & Lester. Agricultural business
Afgri (formerly OTK) has geared up its cotton production activities to service demand from
textile manufacturers.”26

Swaziland

Enterprise and Employment Minister Lutfo Dlamini announced this week that by year’s end,
at Matsapha alone, 1,400 manufacturing jobs would be created by AGOA. The Swaziland
Industrial Promotion Authority has optimistically projected tens of thousands of new jobs
next year — which would significantly cut the current 40 percent unemployment rate. Most
of these jobs would come from new or expanding Taiwanese-owned garment factories
eager to take advantage of the benefits of AGOA.27

Tanzania

Tanzania officials announced plans to launch an export processing zone in Dar es Salaam
in order to spur expansion of the textile and apparel industry. The EPZ’s first textile factory,
NIDA Textile Mills Limited, plans to produce grey cotton for bed linen for export. It also
plans to produce yarn and cloth to supply fabric for the AGOA market. NIDA has invested
about $10 million in the project.28

Tanzania’s first modern light-industrial export-processing zone (EPZ) plans to begin
operations in June 2003. Investors from Sri Lanka, the United States, Britain, India, Kenya,
Uganda, South Africa, Singapore, Taiwan, Canada, South Korea, and China have
expressed interest in the project. “Various Sri Lankan garment manufacturing firms have
shown int%réest to establish at the EPZ and take advantage of the opportunity of the AGOA
initiative.”

Uganda

John Sporidis, a U.S.-based garment dealer, announced plans to invest over $40 million in
Uganda’s textile industry to access benefits under the AGOA program. The investment is
aimed at revamping production to meet requirements of U.S. purchasers.30

Sigma Knitting Industries Limited plans to export products to the United States under the
AGOA program. The managing director noted that, “Following the overwhelming orders
from the US, we have ordered for better computerized machines to meet the targets and
quality won’t be a problem to us.” Although the company employs 65 workers, company
officials estimated that the labor force could increase to 400 workers in order to fulfill
AGOA-related export orders.3!

“An expert from Atlantic Gums Corporation in the US... is in Uganda to assess the viability
of investing in the product [and] to get samples that will be taken to the US for tests.”
According to Anthony Nwachukwu, “Once this test is passed, then companies like Coca
Cola will be interested in supporting the project.” This project, which could further diversify
Uganda’s export profile, represents Uganda’s first attempt to produce gum arabic for
trade, and has resulted from Uganda’s participation in the AGOA program.32 (Gum
arabic is an acacia plant product which is used in the food industry to give body and
texture to products).

Jinja Southern Range Nyanza Textiles Ltd. announced plans to construct a spinning facility
aimed at locally producing inputs for apparel exported to the United States under the
AGOA program. “The first installation phase of the $2.4m (Shs 4.4 billion) plant is due
next month. This phase will see Nyanza able to produce 8,000 to 9,000 bales of textiles.
However, final work on the textile [facility] will see annual production of 30,000 [bales].”33

See footnotes at end of table.
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Table 2-5— Continued
Selected examples of AGOA-related investment, employment increases, and industry
expansion, July 2002-June 2003

Country

Example

Uganda (cont.)

Lira Spinning Mill company officials announced plans to produce cotton yarn, 80 percent
of which is for export to the U.S. market under the AGOA program. The company plans to
invest over $10 million in the factory, and has so far spent $3.7 million.34

Rocky Mountain Technology Group (U.S.) announced plans to establish a Cyber City in
Kampala, Uganda. In addition to developing infrastructure, training people, and
processing data, the company plans to export software. Ms. Muhwezi, the President’s
secretary in charge of AGOA, highlighted the project in her brief on the benefits of the
AGOA program.3®

According to government officials, demands for locally produced inputs to satisfy AGOA
rules-of-origin requirements have spurred investment in the cotton industry.3®

Uganda Investment Authority (UIA) announced that it exceeded its target value of
investments by $115 million for fiscal year 2002. UIA executive director stated that, “Our
planned investment book value for this financial year was $225m, but by the end of May
we had already recorded a total book value of over $340m.... We are optimistic Uganda
will continue to attract more and bigger investors with huge investment capital in millions of
dollars.” The representative added that, under the AGOA program, the UIA has been
focusing investment initiatives on the textile; manufacturing; coffee- and tea-processing;
and e-commerce, information, and communications technology sectors.37

Sub-Saharan Africa

“Countries which have done particularly well out of AGOA include South Africa, where
automobile exports have increased 16 times over the last two years; Lesotho, where 11 new
factories have opened and 15,000 new jobs have been created; and Kenya, where textile
exports rose from 45 million dollars in 2000 to 71 million dollars in 2001 to 100 million in
the first nine months of 2002.738

See footnotes at end of table.
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Selected examples of AGOA-related investment, employment increases, and industry
expansion, July 2002-June 2003
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Aug. 30, 2002, found at Internet address Atip.//allafrica.com/stories/printable/200208300558.himl, retrieved
Mar. 27, 2003.
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Table 2-5— Continued
Selected examples of AGOA-related investment, employment increases, and industry
expansion, July 2002-June 2003

27 UN Integrated Regional Information Networks, “Fighting to Save Agoa,” Oct. 7, 2002, found at Internet address
htip.//allafrica.com/stories/printable/200210070682. himl, retrieved Mar. 27, 2003.

28 Bakari Machumu, “Textile Industry Future Rosy,” Business Times (Dar es Salaam), May 23, 2003, found at
Internet address Afjp.//allafrica.com/stories/printable/200305240233.htmi, retrieved June 18, 2003.

29 Mike Mande, “Dar Set to Open Maiden Export Zone,” The Nation (Nairobi), Apr. 22, 2003, found at Internet
address hfjp.//allafrica.com/stories/printable/200304210676.himl, retrieved June 18, 2003.

30 “American Plans $40m for Organic Cotton,” New Vision (Kampala), June 5, 2003, found at Internet address
http://allafrica.com/stories/printable/200306050501. himl, retrieved June 18, 2003.

31 Abubaker Mukose, “Jinja Group Wins Agoa Deal,” New Vision (Kampala), Jan. 16, 2003, found at Internet
address hfjp.//allafrica.com/stories/printable/200301160147.himl, retrieved Mar. 27, 2003.

32 stephen llungole, “Gum Arabic Expert Here,” New Vision (Kampala), Oct. 23, 2002, found at Internet address
htip://allafrica.com/stories/printable/200210230506.himi, retrieved Mar. 27, 2003.

33 Badru Mulumba, “Nyanza Textiles for New Spinner,” 7he Monitor (Kampala), Oct. 10, 2002, found at Internet
address hfjp.//allafrica.com/stories/printable/200210100799.himi, retrieved Mar. 27, 2003.

34 Denis Ocwich, “Lira Spinning Mill in Yarn Expansion Plan,” New Vision (Kampala), Aug. 1, 2002, found at
Internet address Atp.//allafrica.com/stories/printable/200208010417.himi, retrieved Mar. 27, 2003.

35 Stephen llungole, “US Firm in Grand Cyber Initiative,” New Vision (Kampala), Mar. 15, 2003, found at Internet
address hfip.//allafrica.com/stories/printable/200303170698.htmi, retrieved Mar. 27, 2003.

36 Joseph Olanyo, “The Rise, Fall and the Rise of the Cotton Sector,” 7#e Monitor (Kampala), Jan. 21, 2003, found
at Internet address /fip.//allafrica.com/stories/printable/200301210402.himl, retrieved Mar. 27, 2003.

37 James Odong, “UIA Hits Above Target,” New Vision (Kampala), Aug. 7, 2002, found at Internet address
htip.//allafrica.com/stories/printable/200208070253.htmi, retrieved Mar. 27, 2003.

38 “The African Growth and Opportunity Act/the facts,” Agence France Presse, Jan. 16, 2003, found at Internet
address hfjp.//itc.newsedge-web.com/NewsEdge/ViewReviewStory/030116/0/1/2/5 ?Username=nchrist, retrieved
Jan. 29, 2003.

Sources: As cited.

real world of the marketplace requires good governance as a precondition of doing
business.”1? It is expected that as countries continue to move up the learning curve with
respect to AGOA, the benefits from investment, reform, and regional cooperation will
continue to encourage economic development and integration into the global trading
regime. Table 2-6 lists examples of AGOA-related facilitation of investment and
reform, and table 2-7 provides examples of increased regional cooperation and
integration encouraged by AGOA.

10 paul Ryberg, “Agoa Successes and Challenges: A Look Back at the First Two Years,” Africa
Coalition for Trade (Washington, DC), Jan. 10, 2003, found at Internet address
htip.//allafrica.com/stories/printable/200301140520.htmi, retrieved Mar. 27, 2003.
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Table 2-6
Selected examples of AGOA-related facilitation of investment and reform, July 2002-
June 2003

Country Example

Cote d’lvoire In order to encourage investment driven by access to AGOA benefits in the
Cote d’lvoire textile and agro-industrial sectors, the government was urged to push
through reforms in the agriculture and telecommunications sectors, to support
regional security, and to combat child labor. For example, the government amended
a 2001 decree that required the shipment of cocoa beans in 60 to 65 kilogram bags
rather than in bulk.!

Ethiopia The Ethiopian Government has earmarked 1.5 billion birr (approximately $175
million) for loans, including interest rate concessions, for qualifying AGOA-related
export-oriented projects. Because access to land with adequate utilities has emerged
as an investment constraint in the textile and apparel industry, the Ministry of Trade
and Industry has acquired land with 2.5 megawatt power in order to allocate it to
potential investors.2

Kenya In order to encourage manufacturing sector expansion, the government signed the
AGOA trade agreement, and introduced trade facilitating measures (such as the
removal of duties on capital equipment and certain raw materials) in the budget for
fiscal year 2002/03.3

Swaziland Various stakeholders and government officials are working on maintaining AGOA
benefits by addressing concerns regarding labor and human rights issues. In
addition, in order to attract investment, the Matsapha Industrial Estate is being wired
with electricity in order to serve AGOA-related business.*

Uganda After manufacturers cited problems with the bureaucracy in commercial banks that
hampered AGOA-related investment, such as difficulty in opening a letter of credit,
the government “rescued the [AGOA] designated textile and apparel exporting
factories from bureaucratic red tape in the central and commercial banks.”®
Companies attempting to access AGOA-related benefits have highlighted the need for
improved transportation of goods. As a result, President Museveni launched the $2
million Inland Container Depot (ICD), belonging to the Kenfreight Group of
companies, which reportedly will facilitate the transport of imports and exports.6

Sub-Saharan Africa AGOA “serves as a catalyst for economic development by underpinning free
exportation of goods, and promoting world marketing of goods, and services from
Africa. ... Generally, AGOA encourages and increases trade through reduction of
tariffs, expansion of trade promotion, private sector growth, and creating new
avenues for trade and opportunities, which would liberalize the economy for poverty
reduction, and political stability.””

LEIU Viewswire, “Cote d’Ivoire: Economy: News analysis: Cote d’Ivoire qualifies for AGOA,” Sept. 5, 2002, found
at Internet address Atp.//www.viewswire.com/index.asp?layout=display_article&search_text=AGOA&doc _id=207315,
retrieved on Mar. 27, 2003.

2 Eskinder Michael, “Over 1 BIn Birr Earmarked for Textile Sector,” The Daily Monitor (Addis Ababa), Jan. 30,
2003, found at Internet address Afip.//allafrica.com/stories/printable/2003013006 79.htmi, retrieved Mar. 27, 2003.

3 EIU Viewswire, “Kenya: Business: Industry overview: Manufacturing,” Dec. 31, 2002, found at internet addres
htp.//www.viewswire.com/index.asp?layout=display _article&search_text=AGOA, retrieved Mar. 27, 2003.

4 UN Integrated Regional Information Networks, "Fighting to Save Agoa,” Oct. 7, 2002, found at Internet address
htip.//allafrica.com/stories/printable/200210070682. himi, retrieved Mar. 27, 2003.

5 Alfred Wasike,“Museveni Scraps Red Tape on Agoa,” New Vision (Kampala), Mar. 5, 2003, found at Internet
address hfp.//allafrica.com/stories/printable/200303050175.html, retrieved Mar. 27, 2003.

6 Steven Odeu, “ICD to Boost AGOA,” New Vision (Kampala), July 29, 2002, found at Internet address
htip.//allafrica.com/stories/printable/200207290365.htmi, retrieved Mar. 27, 2003.

7 “Agoa Stimulates Economic Liberalization,” 74e independent (Banjul), Feb. 14, 2003, found at Internet address
htip.//allafrica.com/stories/printable/200302140184.himl, retrieved Mar. 27, 2003.

Sources: As cited.
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Table 2-7
Examples of AGOA-related regional integration and cooperation, Jan. 2002-June 2003

Countries Example

Mauritius and sub-Saharan Africa “A joint trade committee aimed at strengthening trade relations between
Kenya and Mauritius will be launched next month.” Mauritius has
invested heavily in sugar industries in numerous Southern African
countries. Also, Mauritius’ support for Kenya’s sugar and textile
industries will reportedly help develop these two sectors.!

“Mauritian textile and apparel manufacturers are themselves investing
abroad - especially in countries which have been granted lesser
developed beneficiary Sub-Saharan African country (LDBC) status by
the United States, [as] LDBC countries are especially attractive as
investment locations because they enjoy special concessions under
AGOA. ... Recipients of investment from Mauritius include Madagascar,
Mozambique, Botswana and Lesotho.”2

Mauritius and Senegal Factors which make Mauritius’ increased economic relations with
Senegal appealing include a largely stable political environment and
Senegal’s access to the U.S. market under the AGOA program.3

Mauritius and South Africa To facilitate textile and apparel trade, especially the fulfillment of
rules-of-origin requirements associated with the AGOA program,
Mauritius and South Africa signed an agreement providing for the
progressive removal of import tariffs. Duties will be “lowered to 15% this
year, before being reduced to 10% in 2003 and 4% in 2004. Duty-free

entry will be effective January 2005."4

Sub-Saharan Africa The AGOA has established a framework that encourages cooperation
among sub-Saharan African countries, Mauritius, and the United States
by providing incentives for regional investment in order to establish
vertically integrated industries in the region.®

Uganda and sub-Saharan Africa  The AGOA provision allowing reduced duties on textiles made from
locally sourced fabrics has driven cotton sector expansion aimed at
supplying regional garment manufacturers.®

Zambia, South Africa, Swarp Spinning Mills (Zambia) began exporting yarn to South
and Mauritius Africa and Mauritius for use as locally sourced input as required for
reduced-duty benefits under the AGOA program.’

1 vitalis Omondi, “Trade body ready to start work next month,” 7#e East African (Nairobi), Feb. 17, 2003, found at
Internet address Atjp.//allafrica.com/stories/printable/200302190814.himi, retrieved Mar. 27, 2003.

2 Niki Tait, “Prospects for the Textile and Clothing Industry in Mauritius,” 7extile Outlook International, May-June
2002, No. 99, p. 151.

3 EIU Viewswire, “Mauritius: Economy: Outlook: Country outlook,” Oct. 21, 2002, found at Internet address
http.//www.viewswire.com/index.asp?layout=display _article&search_text=AGOA&doc id=215400, retrieved Mar. 27,
2003.

4 Emerging Textiles.com, “Mauritius tries boosting textile investment,” Sept. 11, 2002, found at Internet address
http.//www.emergingtextiles.com/print/ ?qg=art&s=020911-coun&r=search&n=1, retrieved Sept. 12, 2002.

5 Representative of Joint Economic Council, USITC staff interview, Mauritius, Feb. 24, 2003.

6 Joseph Olanyo,“The Rise, Fall And the Rise of the Cotton Sector,” 7he Monitor (Kampala), Jan. 21, 2003,
htip.//allafrica.com/stories/printable/200301210402.htmi, retrieved Mar. 27, 2003.

7 EIU Viewswire, “Region bans imports from Zimbabwe,” Aug. 9, 2002, found at Internet address
hiip.//www.viewswire.com/index.asp?layout=display _article&search_text=AGOA&doc_id=203034, retrieved Mar. 27,
2003.

Sources: As cited.
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Box 2-1: AGOA - Moving Beyond Textiles and Appare/

Several SSA countries are beginning to witness the expansion of AGOA benefits
beyond the textile and apparel sector. South Africa, with its broadly diverse industrial
base, is leading this expansion. Other countries that are actively seeking opportunities
in nontraditional products, however, are also making inroads into the U.S. market and
diversifying their export industries. The most significant effect, however, may not be in
these countries, but in their neighbors who now have tangible evidence of the
expanding investment and export opportunities initiated by access to the AGOA
program, and supported by government and business confidence coupled with good

governance.

e Fruits, Vegetables, and Processed Food: A significant comparative
advantage for many SSA countries is in the agricultural sector. In addition to
fresh fruits and vegetables, SSA firms accessing AGOA benefits are able to
compete internationally in the global market for processed food products. This
industry provides increased opportunities for firms to expand production of
higher value-added products and reap the associated better prices.

South African exports have witnessed substantial benefits from the
AGOA program. Edible fruits and nuts, especially oranges, mandarins,
canned pears, canned citrus, and macadamia nuts are increasingly
headed for the U.S. market under the AGOA program.!

Kenya announced that it will be exporting coffee to an American firm
under AGOA. Unlike most coffee exports from SSA, Kenyan exports
under this agreement will involve the export of fully processed coffee.
Exporters of this value-added product are expected to receive higher
prices than is the case with raw coffee.2

In South Africa, an entrepreneur teamed up with Sunsweet Growers Inc.,
located in Yuba City, California, to produce sugar-free fruit bars. The
U.S. firm is selling South African products in the United States and the
United Kingdom. The South African company is planning to purchase a
U.S.-produced packaging machine, which will more than triple the
company’s capacity. The increased capacity will help the company
increase exports to other international markets.3

A specialty firm in South Africa that produces ice cream in coconut shells
and other fruit cases landed a contract with a large U.S. retail firm.
AGOA eliminated a 20 percent duty on the company’s products, and the
owner noted that the contract would not have happened without AGOA.#

A major international wine and grape concentrate producer based in the
Western Cape of South Africa became increasingly competitive in the

1U.S. Department of State telegram, “Scenesetter for USTR Zoellick: AGOA is working for South
Africa,” message reference No. PRETORIA 702, prepared by U.S. Embassy, Pretoria, Feb. 2002.

2Gijlas Nthiga, “Country Signs Coffee Deal with US,” 7he Nation (Nairobi), June 10, 2003, found at
Internet address /Atip.//allafrica.com/stories/printable/200306100157.himl, retrieved June 18, 2003.

3U.S. Department of State telegram, “Scenesetter for USTR Zoellick: AGOA is working for South
Africa,” message reference No. PRETORIA 702, prepared by U.S. Embassy, Pretoria, Feb. 2002.

4 bid.
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United States as a result of access to the AGOA program. The company is
expanding its exports and experiencing new-found success in the U.S.
wine market.®

e Vehicles and Vehicle Parts: The South African vehicles and vehicle parts
industry has witnessed increased output and investment driven by exporters’
access to the AGOA program. Companies such as BMW and Volkswagen
are involved in significant plant expansions spurred by increased export
demand, while others such as Nissan and DaimlerChrysler are pitching
AGOA benefits to parent companies to solicit investment in South African
affiliates. Increasing investment and output is helping make the South African
vehicle and vehicle parts industry an increasingly important player in the
global market.

- Nissan SA hopes to begin exporting one-ton hard-bodied commercial
vehicles, locally known as (bakkies,’ to the global market. In addition to
South Africa, potential Nissan investment sites include South America,
Spain, the United Kingdom, and Thailand. In order to secure the
investment, the subsidiary would have to convince its parent company in
Japan of the attractiveness of South Africa. In addition to the relative
labor costs and productivity levels, a central component in its argument
for selecting South Africa as the investment destination is preferential
access to the U.S. market under the AGOA program.®

- BMW has been one of the biggest beneficiaries of the AGOA program.
BMW in South Africa recently completed a significant plant upgrade
program and exported 22,000 units to the United States under the
AGOA program in 2002.” Part of BMW'’s expansion plans includes
shipping two engine types to the United States. Company executives noted
that the company would not be able to benefit from AGOA if it was not
already competitive in terms of quality; however, AGOA provides tax
savings which can amount to $600 per car. BMW’s workforce of 3,000,
with downstream employment of 20,000, benefit from the program.®

- DaimlerChrysler in South Africa announced that it would invest R10
billion (approximately $1.2 billion) in South Africa if the affiliate won the
contract to manufacture the new C-Class Mercedes-Benz.? The
investment would allow it to produce left-hand vehicles for export to the
United States. The associated capital injection would be of significant
benefit to the domestic economy, especially by increasing employment
opportunities. If the subsidiary secures the investment, domestic

S Ibid.

6 John Fraser, “Nissan SA Eyes Global Market,” Business Day (Johannesburg), Feb. 6, 2003, found
at Internet address Aip.//allafrica.com/stories/printable/200302060416.himl, retrieved Mar. 27,
2003.

7 Larry Claasen, “Vehicle Industry Has Uphill Drive to Join World Best,” Business Day
(Johannesburg), Feb. 4, 2003, found at Internet address
htip-allafrica.com/stories/printable/200302040253.himi, retrieved Mar. 27, 2003.

8 John Fraser, “Multinational BMW to Benefit From Agoa Scheme,” Business Day (Johannesburg),
Nov. 8, 2003, found at Internet address /tfp.allafrica.com/stories/printable/200211080101 himl,
retrieved Mar. 27, 2003.

9Larry Claasen, “Vehicle Industry Has Uphill Drive...,” Business Day (Johannesburg), Feb. 4, 2003.
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production could double to 8,000 to 9,000 units per year. In addition to
the U.S. market, the ability to produce left-hand vehicles would open
other overseas markets for exports from South Africa. Investment in South
Africa is particularly attractive to the German-based parent because of
access to the AGOA program.1©

Other Products: Initial AGOA trade and investment benefits stem from
established industries that are already familiar with the U.S. market and
distribution channels; however, the increased competitiveness afforded by the
AGOA program is encouraging nontraditional export industries to take root,
and U.S. companies to investigate possible sourcing opportunities in SSA.

The AGOA program has increased exposure in the United States of
investment opportunities in the SSA region. Rocky Mountain Technology
Group, a U.S.-based information technology firm plans to create a icyber
city’ in Kampala, Uganda, to develop infrastructure, train people,
process data, and export software. Government officials expressed hope
that this investment would lead to the development of a regional
information technology hub in Uganda, and increase investment
opportunities for other firms. Ms. Muhwezi, the President’s secretary in
charge of AGOA, highlighted the project in her brief on the benefits of the
AGOA program.!!

In October 2002, an expert from a U.S. firm, the world’s largest importer
of gum-arabic, visited Uganda to collect samples for testing in the United
States. This testing is the first step in assessing the viability of investing in
procuring gum-arabic from Uganda.l2 In June 2003, government
officials announced that samples were “found to have the characteristics
required by U.S. importers;” and the United States had ordered all the
high-grade gum arabic that Uganda could supply. Major multinational
companies such as Coca Cola have expressed interest in sourcing gum
arabic from Uganda. Prompted by access to the U.S. market under the
AGOA program, Ugandan farmers will be able to cultivate a product
that has not been exploited for trade in over a decade.!3

10 Carli Lourens, “SA Vies for a Bigger Slice of Daimlerchrysler Pie,” Business Day (Johannesburg),
May 26, 2003, found at Internet address Aip.//allafrica.com/stories/printable/200305260321. himl,
retrieved June 18, 2003.

11 stephen llungole, “US Firm in Grand Cyber Initiative,” New Vision (Kampala), Mar. 15, 2003,
found at Internet address Afjp..//allafrica.com/stories/printable/200303170698.himl, retrieved Mar.

12 stephen Ilungole, “Gum Arabic Expert Here,” New Vision (Kampala), Oct. 23, 2002, found at
Internet address Afjp..//allafrica.com/stories/printable/200210230506. himl, retrieved Mar. 27, 2003.
13 patrick Onyango, “Country to Export Gum Arabic to US,” 7he Monitor (Kampala), June 16, 2003,
found at Internet address Ap.//allafrica.com/stories/printable/200306160543.html, retrieved

June 18, 2003.
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- A major South African appliance manufacturer and distributor
announced the expansion of its manufacturing facility in Cape Town in
order to keep up with the export demand of a U.S. based appliance
brand. The managing director attributed the increased exports in part to
the introduction of AGOA and the export opportunities the program has
opened.1

- South African exporters have begun to export several new products since
the AGOA program, including pimentos, artichokes, fishing rods, and ice
cream products.

14 U.s. Department of State telegram, “Scenesetter for USTR Zoellick: AGOA is working for South
Africa,” message reference No. PRETORIA 702, prepared by U.S. Embassy, Pretoria, Feb. 2002.
15 |bid.
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CHAPTER 3
Regional Integration In Sub-Saharan Africa

This chapter provides information on the African Union (AU), and trade and
investment information for the following nine major regional organizations in
sub-Saharan Africa: the Economic Community of West African States (ECOWAS); the
West African Economic and Monetary Union (WAEMU); the Common Market for
Eastern and Southern Africa (COMESA); the Southern African Development
Community (SADC); the Southern African Customs Union (SACU); the East African
Community (EAC); the Inter-Governmental Authority on Development (IGAD); the
Indian Ocean Commission (IOC); and the Communauté Economique et Monétaire de
I’Afrique Centrale (CEMAC). The data presented in this section were compiled from a
number of sources including the U.S. Department of Commerce, the Economist
Intelligence Unit, the World Bank, the International Monetary Fund, and the respective
regional organization official Internet sites. The information and analysis generally
focus on developments that occurred during 2002.

Regional Integration in 2002

In July 2002, the African Union (AU) was officially launched, as the successor to the
Organization of African Unity (OAU), at a meeting of African heads of states in
Durban, South Africa. The AU consists of 52 African member states, and is based in
Addis Ababa, Ethiopia. The AU is modeled on the EU with plans for the establishment
of a parliament, a central bank, a single currency, a court of justice and an investment
bank. The AU also plans to have common defense, foreign and communication
policies.

In 2002, regional trade groupings in sub-Saharan Africa, continued to focus on
reducing tariffs among member countries. COMESA members concluded a free trade
agreement in October 2000 with an agreement to phase in tariff reductions on goods
of COMESA origin in order to achieve zero tariffs on intra-COMESA trade by 2004.
The result has been an increase in recorded trade volumes mainly attributed to the
transfer of unrecorded trade into the recorded or legal sector.

The current trend of lowering tariffs on goods of African origin is being driven
primarily by regional trading blocs. This trend is likely to continue, and to result in
increased total intra-African trade volumes, and an increase in the proportion of
recorded trade. This is particularly true for regions of relative stability, where political
and economic policies of neighboring states are similar. For example, trade between
South Africa and Mozambique increased at a faster pace in 2002. A similar situation
emerged in Kenya, Tanzania and Uganda where measures are being undertaken to
further boost trade between these countries.
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Economic Community of West African States

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

Population: 242.9 million (2002)
GDP: $85.2 billion (2002)
Goals: Free Trade Area; full economic and monetary union.

Status and structure:

ECOWAS was established in 1975, to create a custom union among its 15 member states’ to promoate the free circulation of goods, services,
labor, and capital within West Africa. The ECOVAS block includes all eight members of the WAEMU.

ECOWAS is based in Abuja, Nigeria and is headed by the former Ghanaian minister, Mohamed Chambas. The organization has a 120 member
parliament, court of justice, and Council of Ministers. Heads of governments meet annually for decision-making.

ECOWAS implemented a rules-of-origin regime for locally manufactured goods to receive preferential treatment - more than 300 industrial
products have been approved for this regime. In order to receive a certificate of origin, domestic content must be at least 60 percent o, if less,
domestic value-added must be at least 40 percent of the freight on board (f.0.b) price.

In early 2001, ECOWAS unveiled the West African Monetary Institute, a transitional institution, to pave the way for a West African central bank
and the introduction of a common currency. The community has also taken the initiative to be proactive on regional security issues. In 1990,
ECOWAS established a Cease-fire Monitoring Group (ECOMOG]).

Trade:

In 2002, the U.S. trade deficit with ECOWAS declined by 40.7 percent to $4.9 billion. The U.S. had an $8.1 billion trade deficit with the region in
2001. The reason for the change is a 33 percent decrease in U.S. imports from ECOWAS to $6.5 hillion, and a slight increase in U.S. exports
to the ECOWAS region by 1.7 percent to $1.6 billion, in 2002. The major exported items include wheat, machinery parts, aircraft and
spacecraft, and rice. Most of the imports into the U.S. consisted of petroleum oils, cocoa beans, aluminum ores, rubber latex, and diamonds.

U.S. Trade with ECOWAS =R %Egﬁg Key Traded Commodities
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Economic Community of West African States

AGOA Trade:
Twelve countries, Benin, Cape Verde, Céte d’lvoire, The Gambia, Ghana, AGOA Trade in 2002

Guinea, Guinea-Bissau, Mali, Niger, Nigeria, Senegal, and Sierra Leone,
are AGOA-ligible countries. In 2002, AGOA imports from ECOWAS
totaled $5.5 billion, a decline from $5.8 billion in 2001. Nigeria
accounted for 98 percent of total AGOA imports from ECOWAS, in
2002. Energy-related products made up 99 percent of total AGOA
imports from the region in 2002.

Energy-related

0 Forest
products 99.3% oroducts 21.8% Al other 7.5%
~

Recent developments: All other 0.7%

ECOWAS created the West African Monetary Institute in 2001, which
then established a West African central bank in December 2002 and .
introduced a common monetary unit in 2003. Agricultural
Eight of the 15 ECOWAS member countries- Benin, Burkina Faso, Cote

d’lvoire, Guinea-Bissau, Mali, Niger, Senegal, and Togo- form the West

African Economic and Monetary Union (WAEMU]). Another five countries

- Gambia, Ghana, Guinea, Nigeria and Sierra Leone - are due to launch

their monetary zone, the West African Monetary Zone (WAMZ] this Nigeria 98.4%
year. The WAMZ , which pegs the currencies of Gambia, Ghana, Guinea,
Nigeria and Sierra Leone to the US dollar allowing a fluctuation of 15
percent, is intended to lead to a common currency for ECOWAS.2 A
monetary union of 13 ECOWAS countries is to be achieved in 2004 by
merging WAEMU with WAMZ. WAMZ was a $50 million monetary zone, Al other 1.6%
at the time of its establishment.

By Sector

Ghana 40.6% All other 1.4%

Cote d’lvoire 58.0%

By Country

ECOWAS Net Foreign Direct Investment, 1998-2002
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West African Economic and Monetary Union

Members: Benin, Burkina Faso, Céte d’lvoire, Guinea-Bissau, Mali, Niger, Senegal, Togo
Population: 142.5 million (2002)

GDP: $27.4 billion (2002)

Goals: Customs union and coordinated monetary policy

Status and structure:

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

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

Trade:

In 2002, the U.S. trade deficit with WAEMU rose by 11.4 percent to $130 million. The U.S. had a $116 million trade deficit with the region in
2001. The reason for the change is a 20 percent decrease in U.S. exports to WAEMU to $266 million, and a decrease in U.S. imports from
the WAEMU region by 11.9 percent to $395 million, in 2002. The major exported items include machinery parts, worn clothing, fertilizers, and
rice. U.S. imports consisted of cocoa beans, petroleum oils, and wood products.
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West African Economic and Monetary Union

AGOA trade:

The six AGOA beneficiaries are Benin, Cote d’lvoire, Guinea-Bissau, Mali, AGOA Trade in 2002
Niger, and Senegal. In 2002, U.S. imports under AGOA rose significantly T —

to $50.86 million from $14.4 million in 2001. AGOA imports consisted
primarily of agricultural and energy-related products from Céte d'lvoire in Forest products
2002. 1.0%

Recent developments:

WAEMU and ECOWAS have determined a number of measures which

will help harmonize the two regional blocs. Both have agreed to adopt

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

a universal customs declaration form. WAEMU members are working

toward greater regional integration with unified external tariffs. The

organizaiton’s monetary convergence phase has been prolonged to be

completed by 2005. In the 2002 WAEMU meeting, members raised

concerns about the regional implications of Cote d’lvoire’s internal CriSiS'AgricuItural

products 43.0%

All other
3.0%

Energy-related
53.9%

By Sector

Senegal 1.0%
—_— All other 0.7%

Cote d’lvoire
98.3%

By Country

WAEMU Net Foreign Direct Investment, 1998-2001
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Common Market for Eastern and Southern Africa

Members#: Angola, Burundi, Comoros, Democratic Republic of the Congo (DROC), Dijibouti, Egypt, Eritrea, Ethiopia, Kenya, Madagascar,
Malawi, Mauritius, Rwanda, Seychelles, Sudan, Swaziland, Uganda, Zambia, Zimbabwe

Population: 385 million (2002)
GDP: $170.0 billion (2002)

Goals: To liberalize trade and encourage cooperation in industry, agriculture, transportation, and communication through the creation of
a monetary union with a single currency and a common central bank.

Status and structure:

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

Goods from countries not participating in the COMESA FTA are subject to the tariff rates that apply to nonmember countries, although lower
tariffs between FTA members and nonmembers can be negotiated on a bilateral basis. Nontariff barriers on imports from member counties

are to be eliminated, with possible exceptions based on safety, security, infant industry, or balance-of-payments difficulties. Emergency actions,
such as safeguard, antidumping and countervailing measures, are allowed for a limited period.

Trade:

The U.S. trade deficit with COMESA increased by $1.1 billion, and reached $3.5 billion in 2002. U.S. exports decreased by $501 million, and
totaled $1.1 billion in 2002. Major U.S. export items were agricultural products, machinery, and military equipment. The top four U.S. export
commodities in 2002 were corn, wheat and meslin; aircraft and parts; parts of machinery; and tanks and armored vehicles. U.S. imports
increased by $558 million to $4.5 billion in 2002. The top four import items from COMESA were petroleum oils, cotton apparel, vanilla beans,
and tobacco. Reports indicate that between 2001-2002, intra-COMESA trade grew by 22 percent. Currently, Kenya exports to Egypt 10 times
the value of its imports from Egypt 3

U.S. Trade with COMESA o 3 borts | Key Traded Commodities
=3 Trade balance
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Common Market for Eastern and Southern Africa

AGOA trade:
The thirteen AGOA beneficiaries are DROCS , Djibouti, Eritrea, Ethiopia, AGOA Tl‘ade in 2002
_______________________________________________________]

Kenya, Madagascar, Malawi, Mauritius, Rwanda, Seychelles, Swaziland,
Uganda and Zambia. In 2002, AGOA imports from COMESA more than
doubled to $600 milion.& Three countries, DROC, Kenya, and Mauritius, ) Al other 1.6%
constituted 65 percent of total AGOA imports from COMESA. In 2002, Agricultural

six COMESA members-Djibouti, Eritrea, Ethiopia, Kenya, Mauritius, and products 9.0%
Swaziland-increased their AGOA imports by more than 100 percent.

Textiles and apparel, energy-related products, and agricultural products Energy-related
accounted for 98 percent of AGOA imports from COMESA in 2002. 24.0%
While AGOA imports of agricultural products and energy related

products remained relatively constant, textiles and apparel imports

increased by 100 percent in 2002. Another commoadity that showed an

increase in imports was footwear products. AGOA imports of chemicals,

electronics, forest, minerals and metals, miscellaneous manufactures,

and machinery products fell in 2002.

Textiles and
apparel
65.4%

Recent developments:

In November 2002, the EU signed a regional strategy document with the By Sector

IOC, EAC, IGAD and COMESA. This involves a 223 million euros program

for the period 2002-2007. By early 2003, nine of the nineteen member All other 0.7%
countries had remaved their intraregional trade barriers.” In order to

attract more foreign investment to the region, COMESA with assistance Malawi 7.8%
of the World Bank plans to provide political risk cover for investors.

Madagascar 13.3% DROC 24.1%

Swaziland 13.5% Kenya 21.5%

Mauritius 19.0%

By Country

COMESA Net Foreign Direct Investment, 1998-2001
Millions dollars
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Southern African Development Community

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

Population: 210.1 million (2002)
GDP: $156.6 billion (2002)

Goals: To eliminate the internal tariff by 85 and 100 percent by 2008 and 2012, respectively. To achieve intra-SADC co-operation in mining,
remove landmines, and combat drug-trafficking.

Status and structure:

The SADC free trade area was launched on Sept. 1, 2000, to promote development and economic growth, alleviate poverty, and enhance the
standard and quality of life for the people of southern Africa through regional integration. SADC seeks to establish a free trade area among its
14 members. It is organizing a rules-of-origin regime that requires goods to be wholly produced in member states, with specific provisions for
mineral products that must be either extracted from the ground or the sea-bed of member states.

SADC develops palicies to facilitate the free movement of goods, services, capital, and labor, and mobilizes support for national and regional
projects. SADC is governed by a policymaking body (the Summit of Heads of State and Government), along with a Council of Ministers, and a
secretariat based in Gaborone, Botswana. The SADC treaty provides for a protocol to exercise a trade tribunal to adjudicate disputes between
members that arise from the treaty in a final and binding manner.

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

Trade:

The U.S. trade deficit with the SADC increased by 28 percent to $5.5 billion, in 2002. Consequently, U.S. exports to the SADC declined by 18
percent to $3.2 hillion, while imports from the region increased by 6 percent to $8.7 billion. Major U.S. export commadities, in 2002, were ship
machinery, aircraft, spacecraft, corn, and motor cars whereas the main imports into the U.S. from SADC included petroleum oils, platinum,
diamonds, and motor cars.

U.S. Trade with SADC =R ﬁ,ﬁgg;{g | Key Traded Commodities
=3 Trade balance U.S. Exports
Billion dollars Parts for boring or sinking machinery
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8 - Motor cars
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Southern African Development Community

AGOA trade:

The twelve beneficiaries of AGOA are Botswana, DROC, Lesotho, Malawi,
Mauritius, Mozambique, Namibia, South Africa, Seychelles, Swaziland,

AGOA Trade in 2002

Tanzania and Zambia. Total AGOA imports from the region doubled to Chemical
$2.1 billion in 2002. The top three suppliers of AGOA imparts were products All other
South Africa (85 percent), Lesotho (15 percent), and DROC (7 percent). 6.5% 4.0%

In 2002, 29 percent of total AGOA imports from SADC consisted of

textiles and apparel products. Energy-related Textiles and
products apparel
7.0 0
Recent developments: , 29.3%
Agricultural
In order to create an economic integration mechanism, SADC products
established a directorate for trade, industry, finance, and investment in 8.7%
August 2001. In addition, a directorate for infrastructure, food, Mi |
agriculture, and natural resources was established in January 2002. ar:ger:1aetsals Transportation
equipment
As FTAs are signed worldwide, SADC members’ decisions to enter into 18.0% 26.4%
bilateral agreements with other countries individually or collectively may
undermine the effectiveness of the SADC FTA. For example, the free By Sector
trade agreement between South Africa and the European Union
reportedly has created some concern among SADC members that their All other 1.1%
markets may be flooded with cheap imports from Europe.
Mauritius 5.5%
DROC 7.0%

South Africa

Lesotho 15.4% 65.1%

By Country
SADC Net Foreign Direct Investment, 1998-2001
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Southern African Customs Union

Members: Botswana, Lesotho, Namibia, South Africa, and Swaziland
Population: 51.8 million (2002)

GDP: $115.5 hillion (2002)

Goals: To economically integrate the region.

Status and structure:

SACU is the oldest regional economic grouping in southern Africa, dating back to 1910. Historically, the customs union was administered by
South Africa. The customs union garnered excise duties on local production and custom duties on member countries’ imports from outside the
SACU area and the resulting revenue was paid to the member states in quarterly instalments using a revenue-sharing formula.

In 1994, negotiations began to reform the SACU agreement, and a new agreement was signed in 2001. The new agreement was ratified by
the SACU heads of states and will become operational in 2003,/2004. The new revenue-sharing formula aims to ensure that revenue flows to
each member country are stable and do not fall below current levels. This is important for countries like Lesotho and Swaziland, for which
customs revenue makes up at least half of government income.

Trade:

The U.S. trade deficit with the SACU region increased by 48 percent to $2.2 billion in 2002. U.S. exports to SACU decreased by 22 percent to
$2.8 billion, and U.S. imports fell by 1 percent to $4.8 billion in 2002. The major U.S. export items, in 2002, were aircraft and spacecraft,
motor cars, petroleum coke, and parts of aircraft and helicopters. U.S. imports from SACU included platinum, diamonds, motor cars, and
palladium.

U.S. Trade with SACU E Bﬁgﬁ %Bgﬁg B Key Traded Commodities
=3 Trade balance U.S. Exports
Miflion dollars _
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5000 Petroleum coke products
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1000 - Platinum
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Southern African Customs Union

AGOA trade:

All five SACU members are AGOA beneficiary countries. In 2002, AGOA
imports from SACU increased by 64 percent to $1.8 billion. South
African imports accounted for 77 percent of total imports from SACU
under AGOA. Textiles and apparel, and transportation equipment
dominated AGOA imports from SACU, accounting for 28 and 31 percent
of the total, respectively.

Recent developments:

South Africa’s tariffs have been reduced, as the country reforms its
trade policy in accordance with its free+trade agreement with the EU and
to meet WTO guidelines. However, Botswana, Namibia, Lesotho and
Swaziland, commonly called the BNLS states, remain dependent on
South Africa for most of their imports and on privileged access to the
South Africa market.

In early June 2003, the United States began formal discussions on a
free trade pact with the SACU, the first trade agreement initiative
between the United States and countries in the sub-Saharan Africa
region.

SACU Net Foreign Direct Investment, 1998-2001
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East African Community

Members: Kenya, Tanzania, Uganda®
Population: 91.5 million (2002)
GDP: $26.6 billion (2002)

Goals: To create a common market, promote regional trade and investment, create convertibility among members’ currencies, progressively
reduce tariffs, implement regional infrastructure projects, co-operate in research, and advance in human resources and technology. Long-
term goals include creating a monetary and customs union, establishing a common travel document to allow free movement of people, and
ultimately form a political federation.

Status and structure:

After the original EAC dissolved in 1977, Kenya, Uganda, and Tanzania signed a second East African Community Treaty, which laid the
administrative foundation for future negotiations on regional integration. The EAC was formally launched on January 15, 2001. Priority areas of
cooperation and coordination include fiscal and financial policies; immigration controls; tariffs, customs procedures and other trade issues;
standards; air, road, rail, and water transport; and postal services and telecommunications.

The EAC plans to eventually evolve into an organization that resembles the Common Market for Eastern and Southern Africa (COMESA). Kenya
and Uganda are current members of COMESA, whereas Tanzania is a former member of COMESA. EAC goals include the establishment of a
free trade area with zero tariff rates among EAC members. To protect revenue and infant industries, a 10 percent surcharge will be permitted
on certain products.

The EAC’s administrative provisions establish a biannual council of ministers and cooperation committee, as well as a court of justice and a
legislative assembly responsible for budgeting and auditing. Kenya has the strongest economy in the organization. To compensate for the
economic disparities between the member countries, reports indicate Kenya will reduce its tariffs by S0 percent, while Tanzania and Uganda
will reduce their tariff rates by 80 percent.

Trade:

The U.S. trade surplus with the EAC declined by 75 percent to $122 million, in 2002. U.S. exports decreased by 47 percent to $352 million,
while U.S. imports increased by 32 percent to $230 million. The top three U.S. export items to the EAC were aircraft and spacecraft, worn
clothing, and fertilizers. U.S. major import articles included suits, coffee, and tea.

; Hl U.S. exports "
U.S. Trade with EAC = US. imports | Key Traded Commodities
- [ Trade balance U.S. Exports
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East African Community

AGOA trade:
All three EAC members are AGOA beneficiary countries. U.S. imports -
from the EAC under AGOA rose from $51.6 million in 2001 to $130.5 AGOA Trade in 2002

million in 2002. However, 99 percent of total AGOA imports from the
EAC in 2002 came from Kenya. The major import, in 2002, through

AGOA, was textiles and apparel. Forest
products
Recent developments: Agricultural 2.1%
products

All other

The EAC plans to harmonize member’s fiscal and monetary policies, take 2.8% 1.6%

measures to avoid double taxation, and prevent tax evasion through its
Monetary Affairs Committee. Additionally, the Committee has established
an independent East African trade regime to harmonize trade standards

for 207 regionally produced goods. Out of the 207 regional trade Textiles

standards, 91 have been adopted and natified to the World Trade and

Organization.2 apparel
93.5%

Budgetary calendars have been synchronized between member
countries. The East African Securities Regulatory Authority was
established and lawyers from Kenya, Tanzania, and Uganda formed the
East African Law Society.

_ , , _ By Sector
The EAC established an East Africa Business Council to promote trade
and investment in the region. In order to attain a 7 percent annual GDP Al other
growth rate, the EAC facilitated a forum for the private sector to revive 1.0%

the regional economy. In November 2002, approximately 100 CEOs met
and formed the East African Investment Company (EAIC) which will head
a super investment company. The initial pledge for the Company,
$580,000, came from Kenya, Uganda, Tanzania, Bwanda, and
Burundi.0

EAC members are attempting to integrate their infrastructure. The EAC

plans to extend Mombasa’s oil pipeline and railways to Uganda. A digital Kenya
telecommunications transmission system with an estimated cost of $69 99.0%
million is underway. This investment was funded by the

telecommunication authorities of the EAC countries, the European

Investment Bank, and the East African Development Bank.

In November 2002, the EU signed a regional strategy document with the By Cou ntry
IOC, EAC, IGAD and COMESA. This involves a 223 million euros program
for the period 2002-2007.

EAC Net Foreign Direct Investment, 1998-2001
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IGAD
Intergovernmental Authority on Development

Members: Djibouti, Eritrea, Ethiopia, Kenya, Somalia, Uganda
Population: 191.7 million (2002)

GDP: $24.5 billion (2002)

Goals: To resolve regional conflicts.

Status and structure:

The current focus of IGAD is on transportation and communications infrastructure cooperation. Members are favoring raildine rehabilitation
to improve transportation. IGAD is applying most of the integration instruments already adopted within the COMESA. Djibouti, Eritrea,
Ethiopia, Kenya, and Uganda are also members of COMESA.

Trade:

In 2002, the U.S. trade surplus to IGAD decreased by 61 percent to $218 million. U.S. total exports to IGAD decreased by 39 percent to
$452 million in 2002. However, U.S. total imports from IGAD increased by 30 percent to $233 million in 2002. Major U.S. exports to IGAD
were airplane and helicopter parts and vessels, durum wheat, and soybean extracts. The major imported items included vanilla beans, suits,
men’s cotton shirts, and other garments.

U.S. Trade with IGAD 5 B:g %Bgﬁg B Key Traded Commodities
= Trade balance
Million dollars U.S. Exports
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Intergovernmental Authority on Development

AGOA trade:

Five countries, Djibouti, Eritrea, Ethiopia, Kenya, and Uganda, are eligible for
AGOA benefits. In 2002, all five countries increased their AGOA trade.
Specifically, AGOA imports from IGAD increased by 120 percent to $131.6
million, in 2002. The major import items under AGOA were textiles and
apparel, agricultural, and forest products. Kenya accounted for 98 percent
of total AGOA imports from IGAD. Textiles and apparel imports accounted
for 94 percent of total imports under AGOA.

Recent developments:

IGAD attempted to resolve the conflict in Somalia and achieved a temporary
cease-fire in October 2002. IGAD prepared a memorandum of
understanding (MOU] signed by the Sudan People’s Liberation Movement
(SPLM] and the Sudanese government. The MOU established that the
Sudanese government will offer the South Sudan a referendum on
independence or unity after a six year period. During the interim period, the
government of Sudan, SPLM, and IGAD with other members of the
international community will monitor and facilitate the peace process.

In November 2002, the EU signed a regional strategy document with the

IOC, EAC, IGAD and COMESA. This involves a 223 million euros program for
the period 2002-2007.

IGAD Net Foreign Direct Investment, 1998-2001
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Indian Ocean Commission

Members: Comoros, France (representing the French Overseas Department of Reunion), Madagascar, Mauritius, Seychelles
Population: 18.2 million (2002)
GDP: $10.2 billion (2002)

Goals: To promote trade within the IOC, develop a plan on tuna fishing, and cooperate in environmental issues. The IOC also aims to work
together to attract tourists, and to establish a contingency plan on preventive, and legal measures on oil spills.

Status and structure:

In 1982, the Indian Ocean Commission was established to promote cooperation between the islands of the Indian Ocean in economic, social,
cultural, agricultural, and scientific policies. Regarding trade, the I0C aims to carry out the “Programme Regional Integré des Dévelopment des
Echanges” (PRIDE) which concerns trade in goods and services among the IOC member states. The program seeks to promote interregional
trade by removing trade barriers and facilitating import payments, and to contribute toward the integration of the markets of the IOC member
states. IOC is applying most of the integration instruments already adopted within COMESA. Comoros, Madagascar, Mauritius, and Seychelles
are also members of COMESA.

Trade:

The U.S. trade deficit with the I0C region worsened by 35.2 percent to $485 million, in 2002. U.S. exports to the IOC decreased by 78 percent
to $45 million. In 2002, the U.S. exported airplane and helicopter parts, vessels, durum wheat, and soybean il to the I0C region. U.S. imports
from the IOC region declined by 9 percent to $530 million. Most of the imports from the I0C consisted of vanilla beans, and apparel items.

U.S. Trade with IOC o 3 mborts | Key Traded Commodities
= Trade balance US. E
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Indian Ocean Commission

AGOA trade:

AGOA beneficiaries are Madagascar, Mauritius, and Seychelles. In 2002, AGOA Trade in 2002
the U.S. imported $194 million worth of mainly textiles and apparel (94 T —

percent), agricultural (4 percent), and electronic products (1 percent)

Electronic
through AGOA. U.S. AGOA imports from the I0C totaled $155.3 million in products
2001. In 2002, Mauritius and Madagascar dominated U.S. imports Adricultural 1.0%
under AGOA at 59 and 41 percent, respectively. 9 All other
products 1.1%
.8%

Recent developments: 3.8%
The I0C continued to implement projects aimed at promoting industry
development in member countries. In November 2002, the EU signed a Textiles
regional strategy document with the IOC, EAC, IGAD and COMESA. This and
involves a 223 million euros program for the period 2002-2007.

apparel

94.1%

By Sector
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Communauté Economique et Monétaire de I'Afrique Centrale

Members: Cameroon, Central African Republic, Chad, Republic of the Congo (ROC), Equatorial Guinea, and Gabon.
Population: 32.0 million (2002)
GDP: $21.7 billion (2002)

Goals: To achieve regional economic and monetary integration through trade liberalization, common external tariff rates, harmonization
of taxation, facilitating movements of persons and inputs to production, enhancing multilateral surveillance, and implementing sectoral re-
forms.

Status and structure:

CEMAC was founded in March 1994 to promote an economic and monetary union. CEMAC members use the CFA franc as a common

regional currency. Reportedly, CEMAC has accomplished a monetary customs union and made progress in the free movement of people in the
ion. 11

region.

Trade:

The U.S. trade deficit against CEMAC declined by 2 percent to $2 billion, in 2002. U.S. exports, which were mainly machinery parts, airplane
and spacecraft, and pumps and pipes for oil and gas, decreased by10 percent to $513 million in 2002. U.S. imports from CEMAC, which were
dominated by petroleum oils, methanol, butanes, and petroleum gases, decreased by 4 percent to $2.6 billion in 2002.

U.S. Trade with CEMAC =R %Bgﬁg B Key Traded Commodities
= Trade balance U.S. Exoort
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Communauté Economique et Monétaire de I'Afrique Centrale

AGOA trade:

Five countries, Cameroon, Central African Republic, Chad, Gabon, and
Republic of the Congo are eligible for AGOA benefits. U.S. imports under
AGOA from CEMAC totaled $1.4 billion in 2002, up from $1.1 billion in
2001. All five countries increased their AGOA imports in 2002. The
largest supplier from CEMAC was Gabon, accounting for 84 percent of
total AGOA regional imports. Almost all (89.8 percent) AGOA imports
from the CEMAC region, in 2002, constituted energy-related products.

Recent developments:

In April 2002, CEMAC created a regional coordination and administration
committee mandated to conclude an economic partnership agreement
with the EU.

AGOA Trade in 2002
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ENDNOTES

1 Cape Verde joined in 1977, and Mauritania withdrew from
ECOWAS in early 2000.

2 According to the Economic Intelligence Unit, Liberia was
initially considered a potential participant in the common currency,
but recent ECOWAS communiques suggest that it no longer is.

3 Former members include Mozambique, Lesotho, and
Tanzania. In 2003, Namibia withdrew from COMESA, to concentrate
its efforts on the Southern African Development Community (SADC),
and Southern African Customs Union (SACU].

4 Comtex News Network, “COMESA/ Struggling to Survive,”
June 3, 2003.

5 AGOA trade preferences to take effect when determined by
the USTR.

8 AGOA’s effect in increasing Africa’s exports to the United
States is discussed in chapter 2.
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7 The nine countries are Djibouti, Egypt, Kenya, Madagascar,
Malawi, Mauritius, Sudan, Zambia, and Zimbabwe.

8 There is a prospect that Rwanda, Burundi, Ethiopia, and
Demaocratic Republic of the Congo may join the EAC.

9 The Economist Intelligence Unit.

10 BBC Monitoring, “East African CEOs Resolve to Create
“Super Investment” Company to Boost Economy,” Nov. 8, 2003.

11 UNECA, “Annual Report on Integration in Africa
(ARIA-2002),” found at the Internet address
http,/ www.uneca.org,/eca_resources,/Speeches,/BO00E
speeches,/Aria2002,ARIA_2002.PDF, retrieved on Aug. 18, 2003.






CHAPTER 4
Multilateral Assistance, U.S. Bilateral Assistance,
and Other Trade-Related Initiatives

U.S. trade and investment with SSA is influenced by a number of factors, including
programs that provide multilateral assistance, bilateral assistance, and other
trade-related initiatives. U.S. trade and investment with countries in SSA are affected
by the policies and programs of the Export-Import Bank, U.S. Trade and Development
Agency, Overseas Private Investment Corporation, and various programs operated
by the U.S. Agency for International Development and the U.S. Department of
Agriculture.

Multilateral assistance, through the International Development Association of the
World Bank and the African Development Fund of the African Development Bank
Group, is a significant source of financing for economic development programs in the
region. The United States, as a shareholder in both the World Bank and the AfDB, isan
important voice in the operations of these banks, and U.S. companies are eligible to
bid on their funded procurement opportunities.

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

Sources of Multilateral Assistance to Sub-Saharan Africa

The World Bank Group and the African Development Bank Group are two major
sources of multilateral assistance for SSA. Lending by the World Bank and AfDB
finances specific projects, and therefore can be generally classified by sector. In
addition, the International Monetary Fund provides concessional loans to countries
with balance-of-payments problems. These loans, however, are not classified by
sector.

The World Bank Group

The World Bank/International Development Association

The World Bank is the leading multilateral institution dedicated to providing
development assistance. The Bank’s main goals are to strengthen the investment
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Table 4-1

Summary of general developments in multilateral and U.S. trade and
assistance for sub-Saharan Africa, 2002-03

Institution/activity

2002 assistance levels for
sub-Saharan Africa

Other developments

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

The World Bank Group:
International Finance
Corporation (IFC)

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

African Development Bank
Group (AfDB)

International Monetary Fund
(IMF)

New Partnership for African
Development (NEPAD)

Export-Import Bank of the
United States

Lending commitments made by
the World Bank to countries in
sub-Saharan Africa were
valued at $3.4 billion in 2001
and in 2002 reached $3.8
billion.

The IFC committed to invest $84
million to support the expansion
of SSA banks and financial
institutions in FY 2002,

In FY 2002, MIGA issued
investment guarantees or
coverage for nine projects in
Africa, totaling $272 million.

In 2002, the AfDB approved
118 operations with a combined
value of $2.6 billion.

In 2002, 26 percent of the
IMF’s total technical assistance
went to Africa.

In 2002, NEPAD received aid
in technical planning and
programming from the World
Bank.

In FY 2002, Ex-Im Bank support
to SSA which consisted of loan
guarantees and insurance
totaled $207 million.
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IDA lending increased to $8.1
billion in FY 2002, compared to
$6.8 billion in FY 2001.

The IFC invested $13 million in
guarantees in telecom and IT.

In conjunction with the Foreign
Advisory Service, UNCTAD,
and UNIDO, MIGA launched a
multiagency initiative.

In 2002, the largest share of
the loans went to infrastructure
builiding; followed by
multisector projects; social
sector projects; and agriculture
and rural development.

In 2002, the IMF adopted a
new Africa Capacity-Building
Initiative. This initiative will
establish Regional Technical
Assistance Centers in SSA.

One third of the African
governments participated in the
African Peer Review process
(APRM) and 12 countries
signed the APRM agreement in
2002. The number of
signatories to the APRM
reached 15 in 2003.

As of September 20, 2002,
Ex-Im Bank’s total exposure in
SSA was $3.2 billion. DROC
accounted for 29 percent,
Nigeria made up 23 percent
and South Africa represented
12 percent of total regional
Ex-Im Bank exposure.



Table 4-1—Continued
Summary of general developments in multilateral and U.S. trade and
assistance for sub-Saharan Africa, 2002-03

2002 assistance levels for

Institution/activity sub-Saharan Africa Other developments
U.S. Trade and Development ~ TDA'’s obligations in SSA funding accounted for 11.8
Agency (TDA) sub-Saharan Africa increased  percent of all TDA funding in

to $9.9 million in FY 2002 from 2002, compared to 11.8

$6.1 million in FY 2001. percent of funding in 2001.

South Africa accounted for a
large portion of the funds with
commitments totaling $4

million.
Overseas Private Investment In FY 2002, total investments in ~ OPIC supported funds that
Corporation (OPIC) SSA were $149 million. invest in sub-Saharan Africa

including the Africa Growth
Fund; Modern Africa Growth
and Investment Fund; the ZM
Africa Investment Fund, and the
Africa Millennium Fund.

Development Assistance and USAID obligations for SSA USAID started several new

other economic assistance totaled $1.1 billion in FY 2002 programs in 2002 including the

programs (USAID) compared to $1.3 billion in FY  Initiative to End Hunger in
2001. Africa; the Africa Education

Initiative; and a new 5-year
Anti-Corruption Initiative.

Source: Compiled by Commission staff.

climate and to invest in poverty reduction. While focusing on project quality, the Bank
seeks to improve public expenditure through improved procurement and financial
management, and to reduce structural constraints to poverty reduction. The
International Development Association (IDA), the Bank’s concessional lending arm,
provides long-term loans at no interest to eligible borrowers from developing
countries. There are 47 countries in sub-Saharan Africa that are eligible for World
Bank borrowing.!

Whereas the World Bank raises funds through selling securities globally, the IDA is
funded through donations from member countries. To be eligible for an IDA loan, a
country must be a member of the Bank and have an annual per capita income of less
than $895.

The World Bank reports that aid flows to Africa declined by 40 percent per capita in
the past decade. However, since many sub-Saharan countries have progressed in
terms of peace and stability, the Bank is attempting to reverse this trend.? In 2002,
sub-Saharan Africa received $3.8 billion in interest-free loans, or 19 percent of the
Bank’s total lending to developing countries ($19.5 billion).3

1 World Bank, “Countries of the Sub-Saharan Africa,” found at Internet address
http.//www.worldbank.org/afr/countries.htm, retrieved July 1, 2003.

2 World Bank, 7he World Bank Annual Report 2002, p. 84.

3U.S. Department of State, “World Bank Lending to Poor Countries Increased in FY 2002, found at
Internet address Afjp.//www.state.gov, retrieved July 2, 2003.



The IDA is an integral part of the Bank’s poverty reduction mission, lending to and
assisting those countries with limited access to capital.* Eligible countries are ranked
on the basis of their policy performance and effective use of financial aid. The IDA
allocates more funds to the poorest eligible countries, with consideration for a
country’s level of policy performance and institutional capacity. The Bank provides
less-developed countries a zero-interest rate loan with a 10-year grace period and
maturities of 35 to 40 years. Sub-Saharan African countries eligible to borrow from
the IDA are listed in table 4-2.

Table 4-2

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

Benin The Gambia Nigeria

Burkina Faso Ghana Rwanda

Burundi Guinea S&o Tomé and Principe
Cameroon Guinea-Bissau Senegal

Cape Verde Kenya Sierra Leone
Central African Republic Lesotho Somalia

Chad Liberia Sudan

Comoros Madagascar Tanzania

Congo (DROC) Malawi Togo

Congo (ROC) Mali Uganda

Cote d'lvoire Mauritania Zambia

Eritrea Mozambique Zimbabwe

Source: World Bank, World Bank Annual Report, 2002, p. 132.

In 1999, the Poverty Reduction Strategy Program was launched. This program was
designed to increase government participation in projects that use foreign aid. The
Bank and IMF perform joint staff assessments on these plans to ensure that the plans
move the country toward international development goals such as applying sound
macroeconomic and sectoral policies, protecting the environment, and strengthening
social sectors. The Bank then allocates Poverty Reduction Support Credits (PRSCs) to
low-income countries to assist them in implementing their reforms.

IDA lending increased to $8.1 billion in FY 2002, compared with $6.8 billion in FY
2001.5 The $3.8 billion received by sub-Saharan Africa in FY 2002 represents 47
percent of IDA’s new commitments for the year.” Several factors contributed to the
increase in IDA lending in FY 2002. First, progress was made toward restoring peace
and stability in Ethiopia, Eritrea, the Democratic Republic of the Congo, Sierra Leone,
and Angola. Second, new types of activities in Africa supported by the IDA continued
to increase the average amount of loans. According to the World Bank, these activities
include a concerted response to the HIV/AIDS pandemic, assistance in adjusting to

4 World Bank, 7he World Bank Annual Report, 2001, vol. 1, pp. i, 11.
5 DA, “International Development Association,” found at Internet address
http.//www.worldbank.org/ida/eligible.him, retrieved July 1, 2003.
$World Bank, 7he World Bank Annual Report, 2002, wl. 1, p. 8.
Ibid., p. 87.



petroleum price changes, promotion of regional trade, and post-conflict
reconstruction support.

Table 4-3 presents IDA’s commitments by theme, sector, and credits provided to
countries in SSA by the World Bank during fiscal years 1992-2002. In terms of theme,
public sector governance received the largest loan commitment for FY 2002, with
loans totaling $851.9 million, or 20 percent of total SSA loans. Financial/private
sector and human development received $780.7 million and $739.0 million,
respectively. In terms of sector, law and justice and public administration programs
received the largest allocation, totaling $906.9 million, or 24 percent of total loans to
sub-Saharan Africa. Traditional sectors such as transportation, education, and
agriculture received loans totaling $491.1 million (13 percent), $472.6 million (12
percent), and $210.4 million (6 percent), respectively.

Table 4-3
World Bank (IDA and IBRD) lending commitments in sub-Saharan Africa to
borrowers by theme and sectors, FY 2000-2002, and average FY 1992-97

and FY 1998-99
(Miflion dollars)

Average Average

Theme 1992-97 1998-99 2000 2001 2002
Economic Management ................. 165.9 165.0 78.2 138.5 138.7
Public Sector Governance ................ 317.6 291.7 495.3 429.6 851.9
Ruleoflaw ............ ..o, 42.1 21.0 26.7 34.0 225
Financial and Private Sector Development 564.6 509.0 466.7 625.8 780.7
Trade and Integration ................... 158.4 120.5 53.7 261.5 46.4
Social Protection and Management ........ 67.4 117.2 140.5 376.4 98.3
Social Development, Gender, and Inclusion . . 145.9 167.6 2105 491.8 347.4
Human Development ... ................. 256.3 267.7 208.5 399.4 739.0
Urban Development .................... 319.1 253.8 154.9 206.1 279.6
Rural Development ..................... 237.9 393.6 151.8 296.3 329.2
Environmental and Natural Resource 201.0 156.0 1724 110.0 159.9
Management
Total ... 2,476.0 2,4632 2,159.1 3,369.6 3,7935
Sector:
Agriculture, Fishing, and Forestry .. ..... 164.1 170.0 115.0 2120 210.4
Law and Justice and Public Administration . 551.4 610.9 834.9 880.8 906.9
Information and Communication . ........ 19.2 36.7 17.3 211 338
Education ............. ..o 2235 304.4 189.8 209.5 472.6
Finance ...t 172.0 53.7 121.7 200.1 192.8
Health and Other Social Services . ... ... 240.1 273.6 183.1 889.9 616.6
Industry and Trade .................. 317.1 94.3 104.7 170.6 266.7
Energyand Mining ................... 269.3 244.0 176.3 198.0 490.3
Transportation . ..................... 376.1 5335 263.9 229.8 491.1
Water, Sanitation, and Flood Protection . . . 143.1 142.0 155.9 357.8 112.2
Total ... 2,476.0 2,4632 2,159.1 3,369.6 3,793.5

Note.—Because of rounding, figures may not add to the totals shown.
Source: World Bank, 7he World Bank Annual Report, 2002, p. 88.

8 |bid.
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Table 4-4 shows the World Bank projects approved for SSA in FY 2002. There were
73 IDA projects undertaken in 30 African countries in 2002. The five countries
borrowing the most were Democratic Republic of the Congo, Nigeria, Tanzania,
Ghana, and Mozambique. The Democratic Republic of the Congo borrowed $450
million and received $50 million in grants for economic recovery projects. In Nigeria,
$427 million went to urban, health system, and transmission development. Tanzania
invested $402 million in forest conservation, rural sanitary water supply, structural
adjustment, Lake Victoria environmental management, gas and power generation
development, primary education improvement, and environmental technical
management. Ghana borrowed $330.5 million for two economic reform programs
and road building. Mozambique’s $270.5 million loan was designated to education,
communication, roads and bridges, and municipal development. Burkina Faso
borrowed $45 million for poverty reduction.®

The Heavily Indebted Poor Countries (HIPC) Initiative, a joint effort of the International
Monetary Fund and the World Bank, plays an important role in ensuring and
maintaining long-term debt sustainability in eligible countries. In the last two years,
however, the global economic slow down and a significant decline in many primary
commodity prices have weakened growth contributing to the deterioration of many
countries’ external debt indicators.19 Furthermore, the United Nations reports that the
HIPC Initiative is a costly process.!! In order to qualify for the HIPC Initiative, countries
must maintain a satisfactory track record in adopting World Bank and IMF adjustment
and reform programs. Thirteen countries are in the process of meeting these criteria, 2
and nine countries have encountered difficulties in implementing these requirements.3
Only Burkina Faso, Mali, Mauritania, Mozambique, Tanzania, and Uganda have met
the requirements and received most of their assistance under the HIPC Initiative. Of the
$850 million that was collected from donor counties, 34 countries received
approximately $39 million for debt relief in FY 2002.14

Multilateral Investment Guarantee Agency

The Multilateral Investment Guarantee Agency (MIGA) was established in 1998 as a
member of the World Bank Group to address the issue of political instability for
investors. The purpose of MIGA is to encourage foreign direct investment in
developing countries by providing investment guarantees and technical assistance.

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

10 World Bank, “The Enhanced HIPC Initiative and the Achievement of Long-Term External Debt
Sustainability,” found at Internet address
http.//www.worldbank.org/hipc/hijpc-review/Long- Term.pdf, retrieved July 10, 2003.

1 United Nations, “Debt relief needs a bolder approach,” found at Internet address
htip://www.un.org/ecosocdev/geninfo/afrec/volidno4/him/debt boxes.himi, retrieved July 10,
2003.

12 The 13 countries are Cameroon, Chad, Ethiopia, The Gambia, Ghana, Guinea, Guinea-Bissau,
Madagascar, Malawi, Sdo Tomé and Principle, Senegal, Sierra Leone, and Zambia.

13 These countries are Burundi, Central African Republic, Democratic Republic of the Congo,
Republic of the Congo, Céte d’Ivoire, Liberia, Somalia, Sudan, and Togo.

14 |MF, “Debt Relief under the Heavily Indebted Poor Countries (HIPC) Initiative,” found at Internet
address hfip.//www.imf.org/external/np/exr/facts/hijpc/.him, retrieved May 30, 2003.



Table 4-4

World Bank projects approved in sub-Saharan Africa, FY 2002

Principal
amount
Date of Maturity Million
Country/project name approval dates dollars
Benin
Cotton Sector Reform Investment Credit January 22, 2002 201272041 18.0
Multisectoral HIV/AIDS Investment Credit January 4, 2002 2012/2041 23.0
Burkina Faso
Urban Environment Supplemental Credit March 28, 2002 2012/2041 22.0
Basic Education Sector Investment Credit January 22,2002  2012/2041 32.6
Poverty Reduction Support Credit August 23, 2001 2011/2041 45.0
HIV/AIDS Disaster Response Investment Credit  July 6, 2001 201172041 22.0
Burundi
Multisectoral HIV/AIDS Control and Orphans  June 27, 2002 201272042 36.0
Cameroon
Fifth Dimension Credit-IDA Reflow June 24, 2002 2008/2038 55
Cape Verde
HIV/AIDS Investment Credit March 28, 2002 201272042 9.0
Structural Adjustment Credit December 13, 2001 2012/2042 15.0
Central African Republic
Multisectoral HIV/AIDS Investment Credit December 14, 2001 2011/2041 17.0
Chad
Fourth Structural Adjustment Credit December 18, 2001 2012/2042 40.0
Second Population and AIDS Investment July 12, 2001 201172041 24.6
Credit
Comoros
Emergency Economic Recovery Credit August 2, 2001 2011/2041 6.0
Democratic Republic of Congo
Economic Recovery Credit June 13, 2002 201272042 450.0
Emergency Early Recovery Grant July 31, 2001 n.a. 50.0
Republic of Congo
Emergency Reconstruction, Rehabilitation, and  May 2, 2002 201272042 40.0
Living Conditions Improvement Credit
Transparency and Governance February 7, 2002 2012/2042 7.0
Capacity Building
Emergency Demobilization and Reintegration  July 31, 2001 2011/2041 5.0
Post-Conflict Economic Rehabilitation Credit July 31, 2001 201172041 37.7
Cote D’Ivoire
Economic Recovery Investment Credit June 11, 2002 2012/2041 200.0
Transport Sector Investment Credit January 10, 2002  2008/2038 12.0
Eritrea
Emergency Demobilizations and Reintegration May 16, 2002 2012/2042 60.0
Cultural Assets Rehabilitation Learning July 6, 2001 2011/2041 5.0
and Innovation Credit
Ethiopia
Structural Adjustment Credit June 18, 2002 201272042 120.0
Food Security Credit May 30, 2002 201272042 85.0
Cultural Heritage Learning and April 17, 2002 2012/2041 5.0

Innovation Credit
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Table 4-4—Continued

World Bank projects approved in sub-Saharan Africa, FY 2002

Principal
amount
Date of Maturity Million
Country/project name approval dates dollars
Gambia, The
Gateway Adaptable Program Credit February 28, 2002  2011/2041 16.0
Capacity Building for Economic Management  July 26, 2001 2011/2041 15.0
Ghana
Third Economic Reform Support December 11, 2001  2011/2041 05
Credit-IDA Reflow
Third Economic Reform Support July 26, 2001 201172041 110.0
Operation Credit
Road Sector Development Investment Credit July 26, 2001 2011/2041 220.0
Guinea
Third Water and Sanitation Supplement August 23, 2001 2011/2041 25.0
Credit
Education for All Adaptable Program Credit July 24, 2001 2012/2041 70.0
Proposed Fourth Structural Adjustment Credit ~ July 24, 2001 2012/2041 50.0
Guinea-Bissau
Private Sector Rehabilitation and Development  March 26, 2002 201272041 26.0
Kenya
Economic and Sector Reform Credit June 24, 2002 2010/2040 1.5
Public Sector Management July 31, 2001 2011/2041 15.0
Technical Assistance
Madagascar
Multisectional STI/HIV/AIDS Prevention December 13,2001  2012/2041 20.0
Investment Credit
Second Private Sector Development Credit August 28, 2001 2012/2041 23.8
Mali
Third Structural Adjustment Credit December 11, 2001  2012/2041 70.0
Agricultural Services and Producer December 11, 2001  2012/2041 435
Organizations
Mauritania
Global Distance Learning November 21, 2001  2012/2041 33
Education Sector Development Adaptable October 25, 2001 2012/2041 49.2
Program Credit
Urban Development Adaptable October 25, 2001 2011/2041 70.0
Program Credit
Mauritius
Public Expenditure Reform Loan May 7, 2002 2007/2017 40.0
Financial Sector Supervisory Authority December 12, 2001 -/ 2016 1.8
Investment Credit
Mozambique
Higher Education Sector Investment and March 7, 2002 2012/2042 60.0
Maintenance Credit
Communication Sector Reform Technical
Assistance Credit November 27, 2001 2012/2041 14.9
Roads and Bridges Management and
Maintenance Adjustable Program Credit July 19, 2001 201172041 162.0
Municipal Development Investment Credit July 19, 2001 2011/2041 336
Niger
IDA Private Irrigation Promotion March 19, 2002 2012/2041 38.7
Investment Credit
Public expenditure Adjustment Credit November 20, 2001 2011/2041 70.0
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Table 4-4—Continued

World Bank projects approved in sub-Saharan Africa, FY 2002

Principal
amount
Date of Maturity Million
Country/project name approval dates dollars
Nigeria
Community-Based Urban Development Credit  June 6, 2002 2012/2037 110.0
Health Systems Development Investment Credit  June 6, 2002 2012/2037 127.0
Transmission Development Investment Credit March 19, 2002 2012/2036 100.0
HIV/AIDS Program Development Credit July 6, 2001 2011/2036 90.3
Rwanda
Demobilization and Reintegration Credit April 25, 2002 2012/2042 250
Senegal
Nutrition Enhancement Adaptable March 14, 2002 201272042 14.7
Program Credit
HIV/AIDS Prevention and Control February 7, 2002 2012/2041 30.0
Investment Credit
Sierra Leone
HIV/AIDS Response Investment Credit March 26, 2002 201272041 15.0
Second Economic Rehabilitation and December 13,2001  2012/2041 50.0
Recovery Credit
Tanzania
Forest conservation and Management
Investment Credit June 26, 2002 2012/2041 311
Rural Water Supply and Sanitation Credit March 26, 2002 2012/2042 26.0
Programmatic Structural Adjustment Credit February 12, 2002 2012/2040 0.6
Lake Victoria Environmental Management
Supplemental Credit December 13, 2001  2012/2041 5.0
Songo Songo Gas Development and Power
Generation Investment Credit October 9, 2001 201172041 183.0
Primary Education Development October 9, 2001 2011/2041 150.0
Adjustment Credit
Lower Kihansi Environmental Management July 3, 2001 2011/2041 6.3
Technical Assistance Credit
Uganda
Energy for Rural Transformation Adaptable December 13, 2001  2012/2041 49.1
Program Credit 2012/2041
Makerere University Training Pilot Learning March 26, 2002 5.0
and Innovation Credit
Fourth Power Investment Credit July 3, 2001 2011/2041 62.0
Second Phase of the Road Development July 3, 2001 2011/2041 64.5
Adaptable Program Credit
Zambia
Fiscal Sustainability 51 Dimension May 16, 2002 2010/2041 6.7
Total ....... ... 3,7935

Source: World Bank, World Bank Annual Report, 2002, pp.136-143

Investment guarantees act as insurance for investors against situations in a host
country considered too risky to be profitable by private-sector insurance firms.
Examples of economic and social risks include expropriation, breach of contract, and
war and civil disturbance . In addition, MIGA provides technical assistance, on-line
dissemination of information on investment opportunities, and investment dispute
mediation services.
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In 2002, MIGA was composed of 154 industrialized and developing countries.! Table
4-5 lists those countries in SSA that are currently members of MIGA and those that are
in the process of fulfilling membership requirements. MIGA issued investment
guarantees to cover nine projects in Africa totaling $272 million during FY 2002, an
increase from $186 million in 2001. Table 4-6 outlines these projects, which typically
involve privatization efforts and capacity-building activities.

MIGA allocated over 15 percent of the Agency’s outstanding portfolio to the SSA
region.!® In order to help investors benefit from recent economic reforms, MIGA
opened several mobile offices in central Africa, west Africa, and southern Africa. In
addition, the agency organized a U.S.-Africa Business Summit to attract new
investment and to build greater institutional capacity in the region. MIGA also actively
supports the New Partnership for African Development (NEPAD).Y’

MIGA has technical assistance programs in 12 of the 38 SSA member countries.
Ghana, Mozambique, Senegal, and Tanzania have been selected for prioritized
technical assistance programs. Technical assistance programs focus on
capacity-building efforts in these nations to enable investors to take advantage of
increased Africa trade access to the U.S. market through AGOA, and the EU market
through the Cotonou Agreement.!® MIGA, with the Foreign Investment Advisory
Service (FIAS), United Nations Conference on Trade and Development (UNCTAD),
and United Nations Industrial Development Organization (UNIDO), launched a
multiagency initiative to assist Mali, Mozambique, Tanzania, and Uganda to attract
more FDI. Projects in Benin, Mauritania, Nigeria, and Senegal received first-time
coverage from MIGA.

International Finance Corporation

The IFC was founded in 1956 as a legally and financially independent member of the
World Bank Group. The main objective of the IFC is to promote sustainable private
sector investments.!® The IFC achieves its objectives by following its current strategy,
developed in 1998, which emphasizes three areas: building up the financial sector,
expanding private investment in infrastructure, and supporting indigenous
entrepreneurship.29

In 2002, 47 countries in sub-Saharan Africa were members of the IFC. The number of
IFC projects approved for SSA declined from 45 in 2001 to 27 in 2002.2L In 2002,

15 MIGA, “Miga Membership,” found at Internet address

hftp.‘/léwwmm/ga. org/screens/pubs/annrep01/members.pdf, retrieved June 3, 2002.
lbid., p.48.

17 For additional details see section below on the NEPAD.

18 MIGA, “Miga Membership,” p. 49.

19 |EC, “Introduction,” found at Internet address htp-//www.ifc.org/ar2001/annual/intro.himi,
retrieved July 9, 2002.

20\FC, Annual Report 2001, p. 38.

21 |FC, “Sub-Saharan Africa, Building Local Capacity and Regional Businesses,” found at Internet
address hfip.//www.ifc.org/ar2002/pdf/Africa.pdf, retrieved July 2, 2003.
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Table 4-5
Sub-Saharan African MIGA members and countries in the process of fulfilling membership
requirements, 2002

MIGA Member countries (38)

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

Countries in the Process of Fulfilling Membership Requirements (6)
Chad Guinea-Bissau Niger
Gabon Liberia Rwanda

Source: MIGA website, “MIGA Member Countries,” found at Internet address /Atip.//www.miga.org/screens/pubs/ann-
rep01/members.pdf, retrieved July 8, 2003.

Table 4-6
MIGA guarantees issued in sub-Saharan Africa, FY 2002
Guarantee
Country Investor Investor country amount Sector
Benin.......... Investcom Luxembourg and British Virgin $8,060,000 GSM mobile
Islands telephone network
Kenya ......... Ormat Holding Cayman Islands, wholly owned by~ $81,500,000 Geothermal power
Corp. Israeli company plant
Madagascar Hydelec France $2,060,000 Thermal peaking
power station
Mauritania ..... Tunisie Télécom Tunisia $68,300,000 Telecommunication
services
Mozambique . ... Portus Portugal $7,100,000 Rehabilitation
Indico-Sociedade de development,
Serviéos Portuarios financing and
S.A. operation of the
Maputo Port
Mozambique . ... Kjaer Group A/S Denmark $2,000,000 Service
Nigeria ....... MTN International Mauritius $50,000,000 Infrastructure
Ltd.
Nigeria ........ Econet Wireless Ltd.  UK-registered wholly owned by $50,000,000 GSM mobile
South Africa telephone network
Senegal ........ Mr. Alain Tagini Sweden $3,200,000 Therapeutic center

Source: MIGA, Multilateral Investment Guarantee Agency, 2002 Annual Report, p. 15.
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53 percent of the IFC’s investment commitments to SSA were allocated to
telecommunications and information technology (IT). In addition to improving
communication in the Democratic Republic of the Congo and Sierra Leone, the IFC
invested $13 million in guarantees in telecom and IT.22 The IFC also supported small
and medium enterprises in Africa by allowing smaller firms to provide intermediary
financial support for direct investments. For example, the IFC helped design and fund a
$30 million facility to provide financing to local oil service contractors for exploration
and production firms. The IFC committed to investing $84 million to support the
expansion of sub-Saharan African banks and financial institutions. In addition, in FY
2002, the IFC supported AfriCap, an equity fund investing in microfinance institutions;
the creation of a new microfinance bank in Ghana; the expansion of Citibank
Nigeria’s small and medium enterprise (SME) lending business with a partial portfolio
guarantee; and the establishment of a special SME financing facility in Nigeria for oil
service companies. The IFC recognizes that the global economic slow down and
declining commodity prices may continue to negatively impact sub-Saharan African
economic performance, and is a major deterrent to attracting foreign investments. On
the other hand, the IFC states that NEPAD may improve the mechanism for resolving
conflicts in SSA, which could improve the investment climate.23

The African Development Bank Group

The African Development Bank Group (AfDB Group) consists of the African
Development Bank (AfDB), the African Development Fund (ADF), and the Nigerian
Trust Fund (NTF). Shareholders include 53 African and 24 non-African countries. The
main goals of the AfDB are to promote sustainable economic growth and to reduce
poverty in Africa through capital resources and funds raised from capital markets. The
AfDB offers financial assistance on nonconcessional terms directed towards low-risk
African countries, such as the northern African countries, South Africa, and Gabon. To
complement AfDB, the ADF and NTF lend on concessional terms to low-income
regional member countries. In addition to dispersing loans, the Bank Group plays a
catalyst role for large capital flows into Africa through cofinancing. The Group also
increases development effectiveness through project preparation and supervision.

In 2002, the AfDB Group approved 118 operations worth approximately $2.7 billion
(UA24 2,04 billion), compared with $2.6 billion (UAZ® 2.1 billion) in 2001. The Bank
Group attributes this change to fewer countries qualifying for the HIPC debt relief

22 The telecom and IT investment included local financing of SC Mobiles, a cellular operator in
Cameroon; TV Africa, a pan-African satellite TV station; and loans to Mobile Systems International
Cellular Investments Holdings. Ibid.

23 |FC, “Building Local Capacity and Regional Business,” found at Internet address
http.//www.ife.org/ar2002/regional/africa.himi, retrieved July 2, 2003.

24 UA= Unit of Account. An artificial currency used for accounting purposes where
1UA=U.S.$1.32408 as of Dec. 31, 2002.

25 1UA=U.S.$1.25674 as of Dec. 31,2001.
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program; sociopolitical disruption in Cote d’lvoire, its host country; and a delay in
replenishing the ADF’s reserves which, in turn, led to a decline in ADF operations in
2002.26 However, the Bank Group states that its total reserve has consistently
registered growth.2”

The AfDB Group mandate emphasizes a rigorous development effort in debt relief,
health, education, regional integration, agriculture, and rural issues. The largest share
of loans (30 percent) went to infrastructure building; 18 percent, to multisector projects;
17 percent, to social sector; and 13 percent, to agriculture and rural development. In
addition to developing corporate governance performance indicators, AfDB plans to
approve at least nine NEPAD multinational infrastructure projects by the end of 2003.
In October 2002, the Bank Group established the African Law Institute.28

The AfDB agenda addresses human capital building needs and private sector
development. Projects in these areas aim to facilitate the integration of African
economies with the global economy and enhance African workers’ employment
prospects. Toward this end, several mechanisms are devoted to expanding and
cultivating various segments of the private sector. There are venture capital funds,
infrastructure funds, and development financial institutions that provide lines of credit
to small- and medium-sized enterprises. Additionally, ADF technical assistance
operations continue to assist countries in project-related activities such as feasibility
studies, environmental impact assessments, sector and multisector studies, and
detailed engineering studies.

The AfDB Group is actively involved in the movement to provide African countries with
debt relief. The AfDB Group’s collaboration with the Bretton Woods institutions-the
World Bank and IMF-on the Enhanced HIPC Initiative complements its efforts in that
area. Under the Enhanced HIPC Initiative, the AfDB Group relieves regional member
countries of up to 80 percent of their annual debt. The AfDB uses the Poverty Reduction
Strategy Papers (PRSPs) to monitor projects, and poverty reduction strategies are
implemented with available funds.2°

Table 4-7 summarizes AfDB and ADF approvals of loans and grants for projects in
SSA for 2002 (excluding multinational projects). In 2002, the AfDB Group authorized
funding for 86 projects at a total cost of $1.7 billion. Ethiopia received the largest
amount of loans and grants: $300.2 million, with 90 percent designated toward debt
relief. The AfDB Group’s funding approvals by sector reflect the priorities set out in the
mission statement, adopted in 1999, and reaffirmed at its annual meeting in 2002.

26 African Development Bank, African Development Bank 2002 Annual Report, p. 26.

27 african Development Bank, “Financial and Operation Analysis, 2002” found at Internet address
http.//www.afdb.org/financial/pdf/adb_financial presentation_june2003e.pdf, retrieved July 2,
2003, p. 17

28 |pig.

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

Total AfDF and AfDB projects and programs approved during 2002, by countries

AfDF and AfDB Funding

Loan & Grant Amounts
(million dollars)

Loan & grant
Country Sector Project Total cost amounts
Angola Agricultural and Artisanal Fisheries, Fisheries
Rural Development Development Project 12.26 9.27
Social The Health Services Rehabilitation
Project in UIGE Province 9.56 8.61
Benin Agricultural and The Participative Artisanal
Rural Development Development Support Program
(PADPPA) 23.76 9.68
Social The Education IV Project 22.90 15.89
Burkina Faso Agricultural and The Local Development Support
Rural Development Project for Comoé, Labera, and
Kenedougou Provinces 24.10 19.86
Agricultural and Small Dams Rehabilitation
Rural Development Program 15.05 13.24
Finance The Good Governance Support
Program 3.75 3.11
Power Supply Rural Electrification Study 1.29 1.20
Water Supply and HIPC Debt Relief
Sanitation NA 34.50
Cameroon Power Supply Construction of Oil Rig Repair
Facilities in Limbe - Cameroon
Shipyard and Industrial
Engineering Ltd.
(Enclave Project) 120.80 45.40
Social Preparation Studies Within the
Framework of the PPF of the
Urban Poverty Reduction
Program 0.67 0.53
Capa Verde Multisector Economic Reform Support
Program Il (PARE II) 38.41 331
Agricultural and The Picos and Engenhos (Santiago
Rural Development Island) Catchment Basin
Planning and Development
Project 13.84 7.89
Chad Multisector Third Structural Adjustment
Program (SAP ll) 152.52 11.51
Cote D’lvoire Multisector Supplementary Financing
Mechanism NA 30.23
Multisector Economic Recovery Support
Program 563.62 19.86
Multisector National Good Governance and
Capacity Building Program 5.28 5.02
Social Training Support Project for the
Employment of Youth and the
Enhanced Efficiency of the
Education System 36.12 33.10
Water Supply and Study on the Upgrading of
Sanitation Drinking Water Supply Systems
in Abidjan and Bouaké 1.19 112
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Table 4-7— Continued
Total AfDF and AfDB projects and programs approved during 2002, by countries

AfDF and AfDB Funding
Loan & Grant Amounts
(million dollars)

Loan & grant

Country Sector Project Total cost amounts
Cote D’lvoire Agricultural and Middle Comoé Rural Development
(cont.) Rural Development Support Project 33.88 19.86
Agricultural and Agneby Region Rural Development
Rural Development Plan Study 1.17 1.09
Democratic Multisector Mechanism for Clearing the
Republic of Arrears of the DRC to the
Congo Bank Group NA 63.91
Multisector Emergency Multisector
Socioeconomic Infrastructure
Rehabilitation Project (PMURIS) 39.72 35.75
Multisector Multisectoral Institutional Support
Project 4.50 4.28
Social Emergency Humanitarian
Assistance to the Victims of the
Nyiragongo Volcanic Eruption NA 053
Djibouti Multisector Structural Adjustment Loan 44.30 3.20
Social Basic Health Sevices Reinforcement
(Health Project 1) 8.85 5.30
Ethiopia Debt Relief HIPC Debt Relief 152.31
Water Supply and HIPC Debt Relief
Sanitation NA 136.26
Water Supply and Harare Sanitation and Water
Sanitation Supply Project 35.89 27.81
Gabon Social Emergency Humanitarian
Assistance for the Surveillance
of the Ebola-type Hemorrhagic
Fever (VHF) NA 0.50
Gambia Social Education Project llI 14.70 13.24
Water Supply and ~ Water Supply and Sanitation
Sanitation Study 1.80 1.56
Power Supply Renewable Energy Study 1.04 0.99
Ghana Agricultural and Agri-based Enterprises Project
Rural Development 30.40 9.94
Agricultural and Communal Forest Management
Rural Development Project 12.07 9.27
Agriculture and GOPDC Oil Palm Expansion
Rural Development Project 24.84 7.08
Debt Relief HIPC Debt Relief NA 96.23
Social Health Service Rehabilitation
Project Il 40.63 23.35
Social Tema-Aflao Rehabilitation Road
Project (Akatsi-Aflao Section) 28.00 19.46
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Table 4-7— Continued
Total AfDF and AfDB projects and programs approved during 2002, by countries

AfDF and AfDB Funding

Loan & Grant Amounts
(million dollars)

Loan & grant

Country Sector Project Total cost amounts
Guinea Agricultural and National Rural Infrastructure
Rural Development Program Support 22.50 10.73
Power Supply Electrification Steering Plan and
Rural Electrification Project 1.90 1.79
Lesotho Social Support to Health Sector Reforms
Program (Health VI Project) 14.17 9.79
Social The Mpharane-Bela Bela Road
Upgrading Project 6.31 5.67
Madagascar Social The Rehabilitation of the RN 1BIS
National Road and Connecting
Roads 15.18 13.68
Malawi Social The Skills Development and Income
General Project 14.48 12.70
Social Humanitarian Emergency Relief
Support to Victims of the 2002
Flood NA 0.51
Mali Agricultural and Livestock Development Support
Rural Development Project in Northeast Mali,
Phase Il 23.11 18.16
Agricultural and Feasibility Study on Phedie and
Rural Development Sabalibougou Irrigation
Development Project 0.89 0.95
Finance LOC to Banque de Développement
Agricole (BNDA) NA 19.49
Multisector Structural Adjustment Program
(SAP 111y 188.61 29.53
Multisector The Good Governance Support
Project 3.45 2.78
Mauritania Finance LOC to the General Bank
Mauritania NA 9.99
Mauritius Water Supply and  The Plaines Wilhems Sewerage
Sanitation Project 154.94 10.66
Mozambique Finance LOC to Support Small and
Medium-Sized Enterprises NA 4.64
Water Supply and Urban Water Supply, Sanitation,
Sanitation and Institutional Support
Program 31.73 28.30
Water Supply and Primary Teacher Training
Sanitation Project
(Education Il) (Reallocation) NA 0.72
Water Supply and HIPC Debt Relief
Sanitation NA 5.96
Namibia Transportation Aus-Rosh Pinah Road Project 32.28 19.49
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Table 4-7— Continued
Total AfDF and AfDB projects and programs approved during 2002, by countries

AfDF and AfDB Funding
Loan & Grant Amounts
(million dollars)

Loan & grant

Country Sector Project Total cost amounts
Niger Power Supply Study on the Preparation of a
Domestic Energy National
Strategy (SNED) 0.92 0.84
Nigeria Finance LOC to Citibank Nigeria NA 49.87
Power Supply The Nigeria Liquefied Natural Gas
Project 2,120.86 100.17
Social Health Services Development and
Project (Health IV) 181.31 45.99
Power Supply The NEPA-CEB Interconnextion
Project (Nigeria-Benin-Togo) 46.37 15.72
Sé&o Tomé and Social Human Resource Development
Principe Support Projects 6.28 5.30
Senegal Multisector Projection and Statistics
Department and Poverty
Reduction Program
Monitoring Unit Support Project 2.27 2.05
Social Community Feeder Roads Project
to Support the National Rural
Infrastructure Program
(PPC-PNIR) 25.77 15.69
Sierra Leone Social The Rehabilitation of Basic and
Informational Education and
Vocational Skills Training
Project 46.26 21.19
Water Supply and HIPC Debt Relief
Sanitation NA 101.16
South Africa Finance LOC to Infrastructure Finance
Corporation NA 19.94
Swaziland Agriculture and Komati Downstream Development
Rural Development Project 24.19 12.80
Tanzania Agricultural and Agricultural Marketing Systems
Rural Development Development Program 51.99 22.38
Uganda Agricultural and National Livestock Productivity
Rural Development Improvement Project 44.49 35.14
Agricultural and Fisheries Development Project
Rural Development 33.79 29.13
Social Poverty Reduction Support Loan
(PRSL) 491.26 53.57
Agriculture and Kaweri Coffee Plantation Project
Rural Development 7.81 257

NA = Not available.

Note.-Totals do not include multicountry programs and projects approved by the Africa Development Bank Group in

2002.

Source: Derived from data in AfDB, 2002 Annual Report, pp. 139-146 and 213-232. US$ figures calculated by ITC
Staff using a Unit of Account (LAU=US$1.32408).
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In 2002, $235.9 million was authorized for debt relief; $226.7 million was authorized
for agriculture and rural development; and $289.2 million was designated for social
sector projects.

International Monetary Fund

The IMF is composed of several lending facilities that tailor their assistance to respond
to specific balance-of-payments problems and to help cushion the impact of structural
adjustment. Stand-By Arrangements (SBA) and the Extended Fund Facility (EFF) are
two traditional examples of such assistance. Member countries requiring a line of
credit on a short-term basis rely on the SBA; member countries requiring long-term
funding (at least 3 years) rely on the EFF. In FY 2001, the IMF changed the repurchase
schedule for the EFF. Payment must still start after 4.5 years, but must be repaid after 7
yearsinstead of 10. The Supplemental Reserve Facility and the Contingent Credit Lines,
established in 1999, provide additional resources to prevent loss of market confidence
in a member country or to sustain those experiencing abrupt reversals of investment
flows.30

The IMF has two mechanisms through which it addresses protracted payments arrears:
the HIPC Initiative and the Poverty Reduction and Growth Facility (PRGF). In 1996, the
World Bank and the IMF combined their resources to provide debt relief more
effectively through the HIPC Initiative. In the fall of 1999, the World Bank and IMF
governing boards adopted the Enhanced HIPC Initiative to shorten the time it takes for
a country to qualify for relief. The PRGF is the most recent incarnation of the IMF’s
concessional lending facility (it was known as the Structural Adjustment Facility (SAF) in
1986, and the Enhanced SAFin 1987). Launched in November 1999, the PRGF reflects
the new primary objective of the IMF’s concessional lending arm—poverty reduction in
low-income countries. Loan approvals are linked to antipoverty programs developed
by the recipient country in the Poverty Reduction Strategy Paper.3! To qualify for
support, the antipoverty programs must be developed by member countries in
collaboration with civil society and bilateral and multilateral donors.32 In 2002, 26
percent of the IMF’s total technical assistance went to Africa.33

The IMF adopted a new Africa Capacity-Building Initiative in 2002. This initiative will
establish Regional Technical Assistance Centers (AFRITACs) in sub-Saharan Africa.
These centers will help countries implement their poverty reduction strategy papers in
order to qualify for the HIPC initiative.

30 \MF, Annual Report 2001, pp. 38-40.

31The PRSP is a tool first used by the World Bank as part of its strategy to increase the effectiveness of
financial assistance. See discussion in section of this chapter entitled 7he World Bank Group.

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

33 \MF, Annual Report 2002, p. 38.
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New Partnership for African Development

NEPAD was launched in 2001 as a comprehensive, integrated, strategic framework
for African socioeconomic development. NEPAD is a merger of two continent-wide
economic development initiatives: the Millennium Partnership for the African Recovery
Program and the Omega Plan. On July 3, 2001, the merger was finalized and the
New Africa Initiative (NAI) was formed. The NAI was approved on July 11, 2001, by
African heads of state at the 2001 Organization for African Unity (OAU) summit. On
October 23, 2001, the policy framework was finalized by the Implementation
Committee and NEPAD (renamed from the NAI) was formed.34

The primary goals of NEPAD are to promote accelerated growth and sustainable
development; to eradicate widespread and severe poverty; and to halt the
marginalization of Africa in the globalization process. In order to achieve its goals,
NEPAD plans:

to achieve universal primary education and halve poverty by 2015;

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

e to promote export diversification;

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

to develop healthcare, clean water, and sanitation systems.

At the June 2001 G-8 meeting, African leaders advocated an overall NEPAD funding
level of approximately $65 billion, deemed necessary for Africa to attain the estimated
7 percent annual economic growth rate needed for substantive socioeconomic
development.2° Although G-8 leaders praised NEPAD and made it a summit priority,
no definite funding was allocated. Reports indicate NEPAD’s prospect in receiving
support depends on its ability to resolve the civil wars in the region’s economic hubs,
such as in the West African countries.3® Consequently, donors have expressed
concern about NEPAD’s delegation of the responsibility of political governance to the
African Union’s (AU) African Peer Review Mechanism (APRM). There is concern about
the AU’s ability to lead Africa towards political stability through the APRM because of
the OAU’s (the predecessor organization of the AU) non-interference approach to
conflict resolution in the region. NEPAD plans to provide economic assistance to the

34 NEPAD, “NEPAD in Brief,” found at Internet address htip-//www.nepad.org/about htmi,
retrieved July 16, 2002.

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

36 Financial Times, “West Africa’s Wars Threaten NEPAD,” Asia Africa Intelligence Wire, Nov. 11,
2002.
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AU’s peace and security agenda. In addition, the partnership pledges to provide a
policy framework and five regional brigades for the AU to undertake peace support
operations in the region.3’

The APRM process is funded by participant member countries, and the AU assembles
membership to the APRM agreement on a voluntary basis.38 In 2002, one-third of the
African governments participated in the APRM process and 12 countries signed the
APRM agreement.39 The number of signatories to the peer review processs reached 15
by mid-2003.40 In 2002, NEPAD received aid in technical planning and
programming from the World Bank.#! In addition, at the seventh summit of the
organization, NEPAD announced that Japan and India had committed to support
financially the partnership.#? Following its promise, Japan, at the Third Tokyo
International conference on African Development, called for supporting Africa’s
ownership of its own development process, particularly in implementation of
NEPAD.*3

As an economic and social alliance organization, the NEPAD created a trust fund
under the African Development Fund to address food crises in Africa and to implement
political, economic, and social infrastructures across the continent.*4 Additionally,
NEPAD plans to achieve better market access for agricultural, mining, tourism, and
manufacturing by developing these sectors and minimizing non-tariff barriers in the
industrialized countries for these sectors. For human development, the organization
created the Millennium Partnership for the African recovery program (MAP) as a

37 Communiqué Issued at the end of the Seventh Summit of the Heads of State and Government
Implementation Committee (HSGIC) of the New Partnership for Africa’s Development, Abuja, May 28,
2003.

38 “participation in the process will be open to all member states of the African Union. After adoption
of the Declaration on Democracy, Political, Economic and Corporate Governance by the African Union,
countries wishing to participate in the APRM will notify the Chairman of the NEPAD Heads of State and
Government Implementation Committee. This will entail an undertaking to submit to periodic peer
reviews, as well as to facilitate such reviews, and be guided by agreed parameters for good political
governance and good economic and corporate governance.” NEPAD, “The African Peer Review
Mechanism (APRW,)” found at Internet address,
http.//europa.eu.int/comm/development/body/eu_africa/docs/APRM.pdf, retrieved Aug. 3, 2003.

39 The Economist Intelligence Unit, “NEPAD is off to a Bad Start,” EIU ViewsWire Africa, p. 64,
Nov 22, 2002.

40 Members of the APRM are Algeria, Burkina Faso, Cameroon, Republic of the Congo, Ethiopia,
Gabon, Ghana, Kenya, Mali, Mozambique, Nigeria, Rwanda, Senegal, South Africa, and Uganda.

41 World Bank technical assistance includes proposals and follow up studies on infrastructure,
agriculture, regional trade facilitation, health, nutrition, population, education, community driven
development, and capital flows for a workshop in Benoni in 2002. World Bank, “World Bank Support for
the New Partnership for Africa’s Development (NEPAD),” found at Internet address
http.//www.woldbank.org, retrieved June 18, 2003.

42 gouthern African Regional Poverty Network, Communique issued at the end of the Seventh
Summit of the Heads of State and Government Implementation Committee (HSGIC) of the NEPAD, found
at Internet address www.sarpn.org.za/documents/d0000356/index.php, retrieved Aug. 25, 2003.

43 World Bank, “A new partnership emerges to develop Africa; Committed to Supporting Africa,
Japan hosts this development conference,” found at Internet address
http.//web.worldbank.org/WBSITE/EXTERNAL/NEWS/0,,contentMDK:20130193~menuPK:34457~
PagePK:34370~piPK.:34424~theSitePK:4607,00.html, retrieved Oct. 7, 2003.

44 Infrastructure development plan includes electricity power supply, water, gas pipelines, and
transportation.
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transitional organization to reverse the emigration of educated professions, to spread
education, to develop skills, and to improve health in the continent. The MAP health
program strives to increase supplies in health facilities, to achieve sufficient
surveillance and monitoring for interventions, to increase health literacy, and to
achieve fairness in financing and equity in delivering medicine by 2005. Furthermore,
the MAP works to strengthen communicable disease programs and to reduce the
burden of disease by 2010.4°

In addition to creating suborganizations and working with the AU, NEPAD
collaborates with other existing African and international organizations. For example,
NEPAD met with various women’s organizations across the continent to encourage
women’s participation in the AU and in NEPAD.#® Further, during the High-level
Meeting of the APRM in Cape Town, the partnership announced plans to utilize the
work of international organizations, such as the United Nations Development
Program’s annual human development reports, to supplement the APRM process. The
NEPAD aims to lift Africa out of poverty and to integrate the continent economically
and politically with the rest of the world.

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

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

U.S. Government agencies continued to fund and implement a broad range of trade
capacity-building initiatives in SSA aimed at increasing economic growth and
reducing poverty by assisting countries to take advantage of global market forces,
such as competition, human resource development, technology transfer, and
technological innovation. In the summer of 2001, USAID undertook a survey of U.S.
Government agencies’ trade capacity-building initiatives in developing and
transitional economies, and developed a database from the survey results. The survey
was updated to include data covering fiscal years 1999 through 2002.47 In FY 2002,
U.S. Government agencies distributed $637.8 million toward trade capacity-building

45 gpecifically, the MAP plans to focus on decreasing the burden of HIV/AIDS, malaria, and
tuberculosis.

46 The African Women organizations participated in the Strategic Planning Conference on
“Mainstreaming Gender and Women'’s Effective Participation in the African Union (AU). Organizations
that participated in this NEPAD sponsored discussion include ABANTU, ACCORD, ACDHRS, ALF,
FEMNET, Equality Now, FCD, SAFER Africa and WILDAF. AllAfrica, “African Women Adopt A Strategy
for the African Union and NEPAD,” found at Internet address
htip.//allafrica.com/stories/printable/20030490788, retrieved June 2, 20003.

47 For a discussion and analysis of FY 1999 through FY 2001 trade capacity-building initiatives, see
USITC, U.S. Trade and Investment With Sub-Saharan Africa, Third Annual Report, Publication 3552,
Dec. 2002, chapter 4.

4-21



efforts, an increase of 72.8 percent and 7.2 percent from FY 1999 and FY 2001,
respectively. Table 4-8 shows that sub-Saharan Africa received $105.5 million in FY
2002, which represents 16.5 percent of total funding. Sub-Saharan African funding
increased 30.6 percent and 16.5 percent from FY 1999 and FY 2001, respectively.
According to USAID research, the “United States is the largest provider of trade
capacity-building assistance in the world. In recent years, USAID has funded 70
percent of all U.S. trade capacity-building assistance in various regions of the
world.”48

Country Coverage

Since 1999, U.S. Government agencies’ trade capacity-building initiatives expanded
to cover more SSA countries.® In FY 2002, trade capacity-building initiatives were
located in 42 SSA countries, double the number of countries in FY 1999.%0 As table 4-9
indicates, the top five recipients represented more than 42 percent of funding, with
Mozambique receiving the largest share (10.3 percent). The table also shows that since
FY 1999, the top five recipients’ combined percent of total has fallen from 54 percentto
42 percent, as funding targets an increasing number of SSA countries. The countries
that experienced the largest percentage increases from FY 2001 to FY 2002 are
Mozambique (976 percent), Namibia (366 percent), South Africa (340 percent),
Kenya (153 percent), and Uganda (153 percent).>! The countries that experienced the
largest percentage increases over the last four years (FY 1999 to FY 2002) are
Namibia (1,521 percent), Togo (405 percent), Kenya (220 percent), Ethiopia (217
percent), and Céte d’Ivoire (187 percent).>2

Types of Trade Capacity-Building Initiatives

U.S. Government agencies’ trade capacity-building initiatives cover a broad spectrum
of categories. The primary funding category, “Trade Facilitation,” represents 30
percent of FY 2002 funding. “Trade Facilitation” includes numerous activities
including, but not limited to, customs operations and administration, e-commerce
development and information technology, export promotion, business services and
training, and regional trade agreements. Of the various funding subcategories
included in “Trade Facilitation,” “Business Services and Training” represents over

48 USAID, “Trade and Investment — Trade Capacity Building Activities,” found at Internet address
http.//www.usaid.gov/our_work/economi_growth_and_trade/eg/trade/tch_activities.htm, retrieved
June 25, 2003; for additional information on other U.S. Government agencies involved in trade
capacity-building efforts, see USITC, U.S. Trade and Investment With Sub-Saharan Africa, Third Annual
Report, Publication 3552, Dec. 2002, chapter 4.

49 Quantitative analysis of trade capacity-building funding in the “Country Coverage” and “Types
of Trade Capacity-Building Initiatives” is based on countries for which a funding agency can be attributed
and category figures are available as of June 2003.

50 USAID, “Trade and Investment — Trade Capacity Building Activities,” found at Internet address
hitp-//www.usaid.gov/our_work/economi_growth_and_trade/eg/trade/ich_activities.him,
retrieved June 25, 2003; USITC staff analysis.

51 source: USAID Trade Capacity-Building Database, found at Internet address
hftp.'/séqesdb.ca’/e, org/tcb/index.htmi, retrieved June 17, 2003; USITC staff analysis.

Ibid.
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Table 4-8

U.S. support for building trade capacity, by geographic region, FY 1999-FY 2002

(Millions dollars)
Region/Country FY1999 FY2000 FY2001 FY2002
Middle East and North Africa . ..................... 21.1 110.4 118.3 147.1
ASI . 48.5 69.7 114.3 109.9
Sub-Saharan Africa ............... ... ... .. ... 80.5 94.7 64.1 105.5
Former SovietRepublics .......................... 97.4 84.0 97.6 72.1
Central and Eastern Europe .............. ... ... ... 56.6 29.4 38.9 63.4
Latin America and the Caribbean .. ................. 52.4 65.0 61.6 90.8
Globall ........ ... 12.3 51.3 104.0 49.0
All Developing and Transitional Economies ........... 369.1 504.5 594.7 637.8

1 Assistance programs involving countries from two or more regions and for which country and regional break-

downs were not feasible.

Note.-Due to rounding, numbers shown may not add to totals shown.
Source: USAID Trade Capacity-Building Database, “Trade Capacity Building Database: Summary Statistics,” found at
Internet address Afp.//qesdb.cdie.org/icb/overview.himl, retrieved June 23, 2003.

Table 4-9
Trade capacity-building initiatives, leading SSA country recipients, FY 1999-FY 2002
(Percent)
FY1999 FY2000 FY2001 FY2002
Share Share Share- Share
Country of total | Country of total | Country of total | Country of total
Ghana ...... 272 |Ghana ...... 19.1 [Ghana ...... 11.0 | Mozambique . . 10.3
Mozambique . . 10.0 | Mozambique . . 9.7 | Tanzania . .. .. 9.2 |Ghana ...... 10.0
Tanzania . . ... 6.0 | Nigeria ...... 8.0 | Nigeria ...... 9.1 [Tanzania..... 9.1
Mali ........ 6.0 |Mali ........ 8.0 | Zambia ...... 9.0 |Uganda...... 8.3
Zambia ...... 49 | Zambia ...... 4.1 |Uganda...... 49 [Rwanda...... 49
Top five total 54.1 Top five total 48.9 Top five total 432 Top five total 424

Notes.—Percentages based on countries for which funding agency can be attributed and category breakouts are
available as of June 2003. As a result of updates and recategorization, percentages may have changed from
those reported in previous publications. Because of rounding, figures may not add to totals shown.

Source: USAID Trade Capacity-Building Database, found at Internet address /#p.//qesdb.cdie.org/tchb/index.himi,

retrieved June 17, 2003.

39 percent of the total. “Trade-Related Agriculture,” “Human Resources and Labor
Standards,” “Physical Infrastructure Development,” and “WTO Agreements” rank
second, third, fourth, and fifth, respectively. While the vast majority of trade
capacity-building initiatives directly address trade-related areas (for example, trade
facilitation and export promotion), a substantial portion