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Abbreviations and Acronyms

Abbreviations and Acronyms

Acronyms Term

3G third generation (of mobile telecommunications technology)
4G fourth generation (of mobile telecommunications technology)
5G fifth generation (of mobile telecommunications technology)
ACA Anti-Counterfeit Authority (Kenya)

ACRE Agriculture and Climate Risk Enterprise (Kenyan firm)

AEC African Economic Community

AfCFTA African Continental Free Trade Area

AfDB African Development Bank

AGOA African Growth and Opportunity Act

AGRA Alliance for a Green Revolution in Africa

AMU/UMA Arab Maghreb Union

APDP Automotive Production and Development Programme (South Africa)
ARIPO African Regional Intellectual Property Organization

ATP assembly, testing, and packaging

AU African Union

AUC African Union Commission

AUV average unit value

AVE ad valorem equivalent

AWS Amazon Web Services

BEA Bureau of Economic Analysis (USDOC)

BOP balance of payments

CAGR compound annual growth rate

CBN Central Bank of Nigeria

CDN content delivery network

CEMAC Economic and Monetary Community of Central Africa
CEN-SAD Community of Sahel-Saharan States

CET common external tariff

CIPC Companies and Intellectual Property Commission (South Africa)
CMOs collective management organizations

CoD cash on delivery

COMESA Common Market for Eastern and Southern Africa

CRS Congressional Research Service

CSR corporate social responsibility

DRC Democratic Republic of the Congo

DTT digital terrestrial television

EAC East African Community

ECCAS Economic Community of Central African States

ECE Ethiopia Commodity Exchange

ECOWAS Economic Community of West African States

EFT Electronic funds transfer

EGDI E-Government Development Index (United Nations)

EIPO Ethiopian Intellectual Property Office

EPA economic partnership agreement

EPO European Patent Office

EPZ export processing zone

EU European Union

EV electric vehicle

FAO Food and Agriculture Organization of the United Nations
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FDI foreign direct investment

FREC Ford Resource Engagement Centre (South Africa)

GDPR General Data Protection Regulation

GE General Electric Company

Gl geographic indicator

GMSA General Motors South Africa

GPS Global Positioning System

GSP Generalized System of Preferences

GTA Global Trade Atlas (IHS Markit platform)

GVC global value chain

HS Harmonized Commodity Description and Coding System (Harmonized System)
(international codes for traded goods)

HTS Harmonized Tariff Schedule of the United States

laaS infrastructure as a service

IAR Institute for Agricultural Research (Nigeria)

ICT information and communications technology

IFC International Finance Corporation

IGAD Intergovernmental Authority on Development (Africa)

IHG InterContinental Hotels Group

ILO International Labor Organization

IIPA International Intellectual Property Alliance

INTA International Trademark Association

10C international oil company

IP intellectual property

IPASA Innovative Pharmaceutical Association of South Africa

IPRs intellectual property rights

IT information technology

KECOBO Kenya Copyright Board

KIPI Kenya Industrial Property Institute

LBMA London Bullion Market Association

LDCs least-developed countries

LIB lithium-ion battery

LME London Metal Exchange

LNG liquefied natural gas

LPG liquefied petroleum gas

LPI logistics performance index

M&As mergers and acquisitions

Mbps megabits per second

MHz megahertz

MinT Ministry of Innovation and Technology (Ethiopia)

MNEs multinational enterprises

MVA manufacturing value added

NAIDP Nigerian Automotive Investment Development Plan

NBMA National Biosafety Management Agency (Nigeria)

NBS National Bureau of Statistics (Nigeria)

NFVCB National Film and Video Censors Board (Nigeria)

NGLs natural gas liquids

NGO nongovernmental organization

NHI National Health Insurance (South Africa)

NCC Nigerian Copyright Commission

NNPC Nigerian National Petroleum Company

NOC national oil company
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Abbreviations and Acronyms

NTM nontariff measure

NTR normal trade relations

OAPI Organisation Africaine de la Propriété Intellectuelle [African Intellectual Property
Organization]

OCTG oil country tubular goods

OECD Organisation for Economic Co-operation and Development

OEM original equipment manufacturer

OPEC Organization of the Petroleum Exporting Countries

(0N operating system

oTT over-the-top (media service)

PAIPO Pan African Intellectual Property Organization

PBR plant breeders’ rights

PET polyethylene terephthalate

PETG polyethylene terephthalate glycol

PGMs platinum-group metals

PIB Petroleum Industry Bill (Nigeria)

REC Regional Economic Community

SA South Africa

SaaS software as a service

SAB South African Breweries

SACU Southern African Customs Union

SADC Southern African Development Community

SHG special high grade

SMEs small and medium-sized enterprises

SPS sanitary and physosanitary

SSA sub-Saharan Africa

SSDs solid-state storage devices

SSE substantive search and examination (patent registration system)

STCs specific trade concerns

SVOD subscription video on demand

TBTs technical barriers to trade

TFTA Tripartite Free Trade Area

TISC Technology and Innovation Support Centers (WIPO)

TK traditional knowledge (WIPO)

TRIPS Agreement Agreement on Trade-Related Aspects of Intellectual Property Rights (WTO)

TRQs tariff-rate quotas

UNECA United Nations Economic Commission for Africa

UNWTO United Nations World Tourism Organization

USAID U.S. Agency for International Development

usDOC U.S. Department of Commerce

USITC U.S. International Trade Commission

USPTO U.S. Patent and Trademark Office

USTR U.S. Trade Representative

VCD video compact disc

VOD video on demand

WAEMU West African Economic and Monetary Union

WHO World Health Organization

WIPO World Intellectual Property Organization

WTO World Trade Organization
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Executive Summary

This report provides information on U.S. trade and investment with sub-Saharan Africa (SSA). In
particular, it analyzes the sectors in which U.S. trade in goods and services with SSA showed the
strongest growth during 2016-18; identifies SSA countries for which U.S. exports, imports, and outward
foreign direct investment (FDI) increased the most during the period; and highlights the main factors
behind this growth. Focusing on several SSA countries, including South Africa, Nigeria, Kenya, Ghana,
Rwanda, Ethiopia, and Céte d’Ivoire (called “key markets” in this report), the Commission used case
studies to provide in-depth analysis of trends in four important areas: (1) the ways U.S. products and
services integrate into key SSA value chains; (2) the intellectual property environment in the key SSA
markets, and the effects of that environment on trade and investment; (3) technological innovations in
SSA agricultural production and exports; and (4) the digital economy in SSA. In examining SSA’s digital
economy, the report explores how the adoption of digital technologies affects other industries and how
policies and market conditions affect digital trade.

Further, this report summarizes recent developments in regional integration efforts in SSA, particularly
the negotiation and implementation of the African Continental Free Trade Area. It also includes a
summary of SSA countries’ utilization of preferential trade provisions under the African Growth and
Opportunity Act (AGOA) and an account of the strategies many SSA countries have adopted to take
fuller advantage of these provisions.

The report was prepared by the U.S. International Trade Commission (Commission or USITC) at the
request of the U.S. Trade Representative (USTR) in a letter received by the Commission on May 6, 2019.

Highlights

The sectors in which U.S. exports of goods to SSA experienced the most growth in absolute value
terms between 2016 and 2018 were petroleum products; aircraft, spacecraft, and related equipment;
certain motor vehicle parts; motor vehicles; natural gas and components; and poultry. Growth in these
and other U.S. exports to SSA reflected increasing demand for these products owing to rising incomes in
the region, growth in U.S. production, and improvements in SSA transport and other SSA infrastructure.
The increase in value of U.S. exports to SSA also reflects increased petroleum prices. U.S. exports in
services sectors such as finance, air transportation, professional and management consulting, and travel
also grew steadily during this period. The most recent 2019 data on U.S. goods exports and imports with
SSA can be found in appendix J.

The sectors in which U.S. imports of goods from SSA between 2016 and 2018 grew the fastest in
absolute value terms were crude petroleum; precious metals and non-numismatic coins; natural and
synthetic gemstones; spices; ferroalloys; and certain ores, concentrates, ashes, and residues. The
growth in these and other U.S. imports from SSA mainly stemmed from higher FDI in SSA in some
sectors, growth in consumer demand from the United States, expanded SSA production capabilities, and
SSA cost advantages in production. The increase in value of U.S. imports also reflects increased
petroleum prices.
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The United States’ FDI stock in SSA increased slightly from 2016 to 2018. Mining (including crude
petroleum) was the largest destination sector. In 2018, the top three destinations in SSA for U.S. FDI
stock were Mauritius, South Africa, and Nigeria. Two services sectors—business services and software/
information technology (IT) services—attracted the largest numbers of new U.S. FDI projects in SSA.

Value Chains. SSA plays a relatively small role in global value chains (GVCs) and lags behind other major
regional blocks in GVC participation. Mining (including petroleum and natural gas extraction),
transportation equipment (including motor vehicles), and agriculture and agribusiness are among the
key value chains in SSA that present opportunities for deepening U.S. firms’ integration. SSA’s value
chains are more integrated with Europe than with the United States. South Africa is the hub for regional
value chains in SSA. Macroeconomic and policy factors—such as domestic market size, income level,
infrastructure and logistics performance, regional trade agreements and regional integration—influence
trade, FDI, and the degree and type of global value chain (GVC) participation, as well as the associated
economic benefits.

Intellectual property rights (IPRs). All SSA key markets, except Ethiopia, are parties to the World Trade
Organization (WTO) Agreement on Trade-Related Aspects of Intellectual Property Rights, which requires
minimum levels of IPR protections for all WTO signatories. Industry and government sources agree that
weak capacity for both implementation and enforcement is a primary barrier to stronger IPR protections
in SSA countries. IPR infringement varies widely among all countries (including among SSA countries),
and is generally higher in SSA as a whole than in more developed markets. This likely hinders domestic
and foreign investment, particularly in industries which rely on copyright and trademark protections.

Agricultural innovation. Agricultural innovations in SSA raise agricultural production and export
potential by improving the competitiveness of agricultural products. Competitiveness is improved by
reducing costs, differentiating products, and improving the reliability of supply. However, adoption of
more advanced agricultural innovations in SSA is still low on average, and many hurdles exist to raising
adoption rates, such as the large number of smallholders and the resulting fragmented production
practices in most SSA countries. Adoption rates also vary widely from country to country in SSA.
Differences among SSA countries that affect the adoption of new agricultural technologies include
governmental regulations and policies, farm economy characteristics, and specific agronomic conditions.

The digital economy. The market for digital technologies in key SSA markets has grown in recent years,
driven by increases in mobile phone penetration, the expansion of high-speed internet, and growth in
consumer spending power. U.S. firms have made inroads into SSA markets, selling products or services
directly to consumers as well as providing infrastructure or investment for the SSA digital economy.
Adoption of digital technologies is also changing traditional services and manufacturing sectors by
making firms more productive, thereby improving cost competitiveness, and by creating new
distribution channels for products and services. However, government policies such as those that
restrict access to licenses and the cross-border transfer of data can hinder trade and investment in the
digital economy.

Fuller use of AGOA benefits. As of November 2019, 16 of 39 AGOA beneficiary countries have prepared
national AGOA utilization strategies. These strategies identify sectors with the potential to increase
exports to the United States under AGOA and propose ways to improve AGOA utilization. Many of these
countries are also part of SSA’s Regional Economic Communities (RECs), which are working to lessen
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trade barriers that hamper AGOA utilization. Two of these RECs have developed AGOA strategies of their
own, emphasizing intra-regional initiatives that can improve AGOA utilization.

The African Continental Free Trade Area. The African Union (AU) and the RECs continue to work toward
the goal of a single, continent-wide market for Africa. Beginning in December 2015, negotiations for an
agreement to establish an African Continental Free Trade Area began to gain momentum. The
agreement entered into force on May 30, 2019. To date, 54 out of 55 AU members have signed the
agreement, and 28 members have ratified it, though negotiations on details of the agreement are still
ongoing. As of March 2020, the members of the free trade area still needed to negotiate many aspects
of the agreement. This effort includes negotiating the details of the annexes of these first three
protocols of Phase |, as well as pursuing the initial negotiations of the Phase Il and Phase Ill protocols.

Key Findings

U.S. Exports of Goods and Services to SSA
Countries during 2016-18

U.S. exports to SSA countries rose from $13.5 billion in 2016 to $15.9 billion in 2018, a compound annual
growth rate (CAGR)! of 8.5 percent. Exports of petroleum products represented the largest portion of
this increase, followed by exports of aircraft, spacecraft, and related equipment; certain motor vehicle
parts; motor vehicles; natural gas and components; and poultry. SSA countries’ increasing demand for
petroleum-derived fuels, as well as a significant rise in the average price of crude petroleum from 2016
to 2018, drove much of the increase in exports of petroleum products and natural gas. While price
increases contributed to the increase in the value of these exports, increasing demand also led to a rise
in the volume of export of petroleum products and natural gas. Increased travel on SSA airlines has also
driven demand for U.S. aircraft exports to SSA. At the same time, rising population and incomes have led
to increasing demand for meat protein food sources, which has boosted U.S. exports of poultry to SSA.

The leading destination markets for U.S. exports of goods to SSA by absolute value growth were South
Africa and Nigeria, while exports to Togo experienced the largest increase in percentage terms. U.S.
exports of services to Africa as a whole also rose (although a breakout of the SSA region is not available);
the services sectors in which U.S. exports grew fastest were professional and management consulting
services, financial services, air transport services, and telecommunications services.

Fastest-growing U.S. Exports of Goods to SSA

During 2016-18, a relatively small number of products accounted for most of the change in U.S. goods
exports to SSA countries, in terms of absolute growth in the value of exports (table ES.1). The factors
driving this growth are discussed in the sector profiles below.

1 Unless otherwise specified, growth is expressed in CAGR.
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Table ES.1 Fastest-growing U.S. exports of goods to SSA countries, 2016—-18

Absolute change

Compound annual
growth rate

Product 2016 2017 2018 2016-18 2016-18
Million $ %
Petroleum products 688 1,032 1,355 667 40.3
Aircraft, spacecraft, and related 1,764 1,497 2,181 417 11.2
equipment
Certain motor-vehicle parts 338 437 697 359 43.6
Motor vehicles 834 876 1,165 331 18.2
Natural gas and components 162 236 449 287 66.3
Poultry 282 433 465 182 28.3
All other 9,415 9,556 9,555 140 0.7
Total 13,484 14,066 15,868 2,384 8.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Note: Due to rounding, figures may not add up to totals shown. These merchandise sectors, known as “digest” sectors, are defined by the
Commission. Each USITC digest sector encompasses a number of 8-digit subheadings in the Harmonized Tariff Schedule of the United States
(HTS), which classifies tradable goods. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S. Merchandise
Trade 2015, September 2016. Digest codes used for each sector are listed in the relevant chapters of this report.

Top SSA Growth Markets for U.S. Exports during 2016-18

The seven markets to which U.S. goods exports increased the most, in absolute value terms, were South
Africa, Nigeria, Ethiopia, Togo, Tanzania, Zambia, and Senegal (table ES.2). The largest increase in

percentage terms was in exports to Togo.

Table ES.2 U.S. goods exports to SSA countries, by leading destination markets, 2016-18

Absolute change

Compound
annual growth

Country 2016 2017 2018 2016-18 rate 2016-18

Million S %

South Africa 4,600 5,051 5,517 917 9.5
Nigeria 1,895 2,173 2,686 792 19.1
Ethiopia 826 877 1,308 482 25.8
Togo 229 456 642 413 67.1
Tanzania 158 145 332 174 45.0
Zambia 82 85 195 114 54.2
Senegal 184 208 289 105 25.3
All other SSA 5,510 5,070 4,897 -613 -5.7
Total SSA 13,484 14,066 15,868 2,384 8.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Note: Due to rounding, figures may not add up to totals shown.

Factors Leading to Growth of U.S. Goods Exports to SSA during

2016-18

Petroleum products: U.S. exports of petroleum products to SSA increased by $667 million (40.3 percent
CAGR) to $1.4 billion from 2016 to 2018 (table ES.1). Most of the growth came from a rise in the value of
U.S. exports of motor gasoline to South Africa and Nigeria, as well as a rise in the volume of U.S. exports
of both diesel and jet fuel to Togo (a major transit hub for imports to West Africa). South Africa
accounted for the majority of the increase in U.S. exports of motor gasoline to SSA, likely reflecting both
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rising petroleum product consumption and a modest downturn in output from the country’s petroleum
refineries. Similarly, rising U.S. exports of motor gasoline to Nigeria were likely supported by the
country’s large gasoline demand and limited refinery output, as well as Nigerian efforts to minimize fuel
shortages during the Christmas holiday before the February 2019 general election.

Aircraft, spacecraft, and related equipment: U.S. exports of civilian aircraft, engines, and parts to SSA
increased by $417 million (11.2 percent CAGR) to $2.2 billion from 2016 to 2018 (table ES.1). Exports
during the period grew largely due to an increase in the size of airline fleets in order to meet growing
passenger volumes. As of 2020, Ethiopian Airlines was the largest African airline carrier, based on seat
capacity and new aircraft orders. One factor in its growth is that Addis Ababa is a major international
transfer hub for the region, including for tourists.

Motor vehicles and certain motor-vehicle parts: U.S. exports of motor vehicles to SSA increased by
$331 million (18.2 percent CAGR) to $1.2 billion from 2016 to 2018 (table ES.1), with most of the exports
going to Nigeria. U.S. exports of motor-vehicle parts increased by $359 million (43.6 percent CAGR) to
$697 million in 2018, with most of the exports going to South Africa. Nigeria introduced policies,
including tariffs, in 2013 designed to encourage more production of vehicles domestically. This initially
contributed to a drop in U.S. vehicle exports, but such exports rebounded in 2016-18 due to a rule
which allows firms (including U.S. firms) that manufacture vehicles in Nigeria to import vehicles into
Nigeria at reduced tariff rates. Higher demand for motor vehicle parts for use as intermediate inputs in
the manufacturing process, particularly from a U.S.-headquartered vehicle manufacturer, is the likely
cause of increased U.S. exports of motor vehicle parts to South Africa.

Natural gas and components: U.S. exports of natural gas and components to SSA rose by $287 million
(66.3 percent CAGR) to $449 million from 2016 to 2018 (table ES.1), with most of the exports going to
Togo in the form of liquid petroleum natural gas (LPG). Improved LPG infrastructure in SSA, as well as

increased urbanization and government programs promoting LPG adoption, may have supported the

growth in U.S. exports to West African countries.

Poultry: U.S. exports of poultry to SSA increased by $182 million (28.3 percent CAGR) to $465 million
during 201618 (table ES.1), with most of the exports going to Angola and South Africa in the form of
frozen cuts and offal. Growth in population, incomes, and urbanization in SSA countries drove demand
for U.S. exports of frozen chicken cuts. U.S. exports to Angola also grew due to the resolution of a
sanitary and phytosanitary issue in 2016.

U.S. Exports of Services to Africa

U.S. exports of private services to all African countries rose by $1.6 billion (6.0 percent CAGR) to $14.8
billion during 2016—-2018. Cross-border exports of professional and management consulting services,
financial services, air transport services, and telecommunications, computer, and information services
grew the fastest. Travel services, which includes tourists’ spending on lodging, meals, amusement, and
entertainment, accounted for the largest share of U.S. services exports in 2018, followed by professional
and management consulting services and by air transport services (passenger and freight). U.S. exports
of air passenger transport services to SSA increased at a very slow rate during the period, likely because
U.S. airlines served only a small number of SSA routes.
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Several key factors contributed to the increase in financial services exports, including gains in financial
inclusion (i.e., residents’ access to banking and finance) in certain SSA countries; innovative digital
solutions to financial infrastructure constraints (e.g., use of mobile banking apps); and the recent
liberalization of several SSA financial services markets. U.S. exports in the professional and management
consulting services sector were primarily driven by strong activity in the business and management
consulting subsector and public relations services subsector, reflecting an improving business climate in
many SSA countries. The education-related travel subsector has driven overall growth in U.S. travel
services exports to Africa, due to the United States’ well-known educational institutions, the
convenience of receiving instruction in the English language, and the possibility of finding work in the
world’s largest economy. U.S. exports to Africa in all three of these services subsectors will likely
continue to grow due to recent commitments to economic reform, the addition of air passenger flights
and routes between the United States and Africa, higher incomes, and efforts to promote U.S.
educational institutions.

U.S. Imports of Goods and Services from SSA
Countries during 2016-18

U.S. imports from SSA countries in 2016—18 increased by $4.9 billion (11.5 percent CAGR) to $25.1
billion. The majority of this increase was in imports of crude petroleum from Nigeria and precious
metals, non-numismatic coins, and diamonds from South Africa. U.S. imports under AGOA also rose
during this period. Crude petroleum and petroleum products from Nigeria were the main driver behind
the $2.0 billion (12.9 percent) increase in U.S. imports under AGOA, accounting for about three-quarters
of the overall increase in U.S. imports under AGOA.

Fastest-growing U.S. Imports of Goods from SSA Countries and
Top Growth Markets during 2016-18

The fastest-growing U.S. imports of goods from SSA represent a range of sectors, including, among
others, natural resources, metals, and agricultural products (table ES.3).
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Table ES.3 Fastest-growing U.S. imports of goods from SSA countries, by leading growth product, 2016—
18

Absolute Compound

change annual growth

Product 2016 2017 2018 2016-18 rate 2016-18

Million $ %

Crude petroleum 7,258 10,160 9,252 1,994 12.9

Precious metals and non-numismatic 1,501 2,086 2,443 941 27.6

coins?

Natural and synthetic gemstones 1,482 1,856 2,273 792 239

Spices 242 436 542 300 49.7

Ferroalloys 346 680 597 251 313

Certain ores, concentrates, ash, and 484 597 717 232 21.7
residues

All other 8,847 9,042 9,252 405 2.3

Total 20,160 24,857 25,075 4,915 11.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Note: Due to rounding, figures may not add up to totals shown. These merchandise sectors, known as “digest” sectors, are defined by the
Commission. Each USITC digest sector encompasses a number of 8-digit subheadings in the Harmonized Tariff Schedule of the United States
(HTS), which classifies tradable goods. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S. Merchandise
Trade 2015, September 2016. Digest codes used for each sector are listed in the relevant chapters of this report.

3“Non-numismatic coins,” sometimes referred to as “bullion coins,” “non-circulation coins,” or “investment coins,” are valued and traded for
their precious-metal content by investors and speculators, rather than for any historical or collector value that would be of interest to coin
collectors (i.e., “numismatists”). However, almost all U.S. imports in this digest were of precious metals.

Leading source markets of U.S. imports of goods from SSA by absolute value change were South Africa,
Nigeria, and Madagascar (table ES.4). The largest increase in percentage terms was in imports from
Niger, which grew from $12.4 million in 2016 to $58.6 million in 2018 (117.4 percent CAGR). Of the top
six source markets, the Republic of the Congo had the largest increase in percentage terms, growing
81.0 percent (table ES.4).
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Table ES.4 U.S. imports from SSA countries, by leading growth source markets, 2016-18

Absolute change Compound annual

Country 2016 2017 2018 2016-18 growth rate 2016-18
Million $ %

South Africa 6,784 7,735 8,468 1,683 11.7
Nigeria 4,172 7,050 5,617 1,444 16.0
Madagascar 445 743 892 446 41.5
Equatorial Guinea 193 356 580 387 73.2
Republic of the Congo 132 128 433 301 81.0
Ghana 321 750 581 260 34.5
All other SSA 8,111 8,094 8,505 394 2.4
Total from SSA 20,160 24,857 25,075 4,195 11.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).
Note: Due to rounding, figures may not add up to totals shown.

Factors Leading to Growth of U.S. Goods Imports from SSA during
2016-18

In general, the primary factors contributing to the growth of U.S. imports of goods from SSA were
increased consumer demand from the United States, expanded production capabilities, and cost
advantages in production in SSA. The increase in value of U.S. imports from SSA also reflects a large
increase in average crude petroleum prices. Foreign-domestic partnerships were particularly important
in the mining sectors in Botswana and South Africa. However, several SSA-wide factors, combined with
some sector-specific conditions, were behind most of the increases in U.S. imports in particular sectors,
as noted below.

Crude petroleum. While U.S. imports of crude petroleum from SSA increased by $2.0 billion (12.9
percent CAGR) to $9.3 billion (table ES.3), this increase was primarily due to an increase in price—the
volume of U.S. imports of crude petroleum from SSA actually declined over the period. World prices for
crude petroleum nearly doubled between January 2016 and September 2018.2 Meanwhile, the volume
of U.S. crude petroleum imports from SSA rose from 2016 to 2017, but then dropped substantially in
2018 (to below 2016 levels). As a result, the value of U.S. imports increased between 2016 and 2017,
and the value (and volume) of U.S. imports declined moderately in 2018. The net decline in the volume
of U.S. crude petroleum imports from SSA reflected the reduction in overall volume of U.S. crude
imports, due primarily to an increase in U.S. domestic crude production.

Precious metals and non-numismatic coins. U.S. imports of precious metals and non-numismatic coins
from SSA increased by $941 million (27.6 percent CAGR) to $2.4 billion (table ES.3), driven by imports
from South Africa. Predominantly non-numismatic (investment) coins (especially Krugerrands of gold,
silver, and platinum from South Africa) accounted for 0.9 percent of all products in the precious metals
and non-numismatic coins digest which were imported by the United States from SSA countries in 2018.
The majority of imports in this sector were in platinum-group metals (PGMs) and gold. The increase in
imports of PGMs was in part due to increased demand associated with production of automotive
emissions-control catalysts (which use PGMs) and the ability of SSA producers to guarantee a continuing

2EIA, “Spot Prices” (accessed July 25, 2019).
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supply of PGMs. The increase in imports of gold from SSA was driven by an increase in U.S. gold
consumption in high-end jewelry manufacturing.

Natural and synthetic gemstones. U.S. imports of natural and synthetic gemstones from SSA grew by
$792 million (23.9 percent CAGR) to $2.3 billion (table ES.3). Diamonds were the predominant
gemstones imported from SSA during 2016-18, with five countries—Angola, Botswana, Lesotho,
Namibia, and South Africa—together accounting for 95.5 percent of all U.S. diamond imports from SSA
in 2018. The increase in imports of diamonds was driven by an increase in U.S. consumer demand. U.S.
demand trends are important for the global diamond market, as the United States is the largest
diamond-consuming market in the world.

Spices. U.S. imports of spices from SSA increased by $300 million (49.7 percent CAGR) to $542 million
(table ES.3). The product responsible for the majority of the increase in value of imports of spices from
SSA was vanilla, which is almost exclusively sourced from Madagascar. This increase in value was due to
rising global prices for vanilla.

Ferroalloys. U.S. imports of ferroalloys from SSA increased by $251 million (31.3 percent CAGR) to $597
million (table ES.3), with South Africa the main source of ferroalloys imported from SSA. Some of the
growth in the value of imports of ferroalloys was attributed to an increase in prices. Another factor was
the increased demand for ferroalloys from domestic steel producers in the United States in the face of
limited domestic supply.

Certain ores, concentrates, ash, and residues. U.S. imports of certain ores, concentrates, ash, and
residues from SSA increased by $232 million (21.7 percent CAGR) to $717 million (table ES.3). Three
product groups contributing to the majority of the increase in imports were titanium-containing slag and
titanium ores and concentrates (used in the production of paints); manganese ores and concentrates;
and chromium ores and concentrates (both manganese and chromium are used in the production of
steel). A rise in U.S. domestic residential and commercial construction led to growth in the demand for
paint, while an increase in U.S. domestic steel production was a major factor behind the growth in
demand for manganese and chromium ores and concentrates.

U.S. Imports of Goods under AGOA during 2016-18

Nigeria, Ghana, and the Republic of the Congo were the fastest-growing source markets for U.S. imports
under AGOA from 2016 to 2018 (table ES.5). Crude petroleum and ferroalloys were the two leading
sectors of growth in U.S. imports of goods from SSA overall and under AGOA as well. Other leading
sectors of growth included apparel, miscellaneous inorganic chemicals, petroleum products, and edible
nuts.

Among leading source markets, Ghana had the highest AGOA utilization rate in 2018 (99.1 percent)
followed by Kenya (98.0 percent) and Madagascar (93.7 percent).3 These countries also had the highest
utilization rate when excluding petroleum exports, while the rates of other top source countries such as
Nigeria and Gabon are much lower when excluding petroleum (table ES.6).

3 The AGOA utilization rate is calculated as the value in U.S. dollars (USD) of imports from a country under AGOA
divided by the value of imports from that country under the Harmonized Tariff Schedule of the United States (HTS)
product codes eligible for AGOA preferences.
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Table ES.5 U.S. imports for consumption under AGOA, by leading source market, 2016—-18

Absolute change

Compound
annual growth

Country 2016 2017 2018 2016-18 rate 2016-18
Million $ %

Nigeria 3,184 5,816 4,361 1,177 17.0
Ghana 66 345 357 291 132.1
Republic of the Congo 63 80 277 214 109.5
Cote d’lvoire 71 103 218 148 75.8
Madagascar 97 155 194 97 41.4
Ethiopia 69 93 159 90 51.6
Gabon 60 100 148 88 56.5
Zambia 2 7 89 87 599.1
Kenya 396 408 470 74 8.9
All other SSA 6,435 6,544 5,827 -608 -4.8
Total 10,444 13,650 12,100 1,657 7.6

Source: USITC DataWeb/USDOC (accessed July 9, 2019).
Note: Due to rounding, figures may not add up to totals shown.

Table ES.6 AGOA utilization rates, by leading source markets, 2016-18

AGOA utilization rate,
all imports (%)

AGOA utilization rate,
imports excl. oil (%)

Country 2016
Ghana 96.5
Kenya 98.1
Madagascar 88.0
Nigeria 81.3
Gabon 61.9
Ethiopia 96.8
Zambia 86.0
Republic of the Congo 65.4
Cote d’lvoire 81.9
Total (All SSA) 86.7

2018
99.1
98.0
93.7
87.5
81.9
79.1
69.4
68.2
58.1
86.2

2016
96.5
98.1
88.0
54.6

1.2
96.8
86.0
10.2
81.9
86.0

2018
97.0
98.0
93.7
41.8

0.0
79.1
69.4
18.0
46.5
79.7

Source: USITC DataWeb/USDOC (accessed August 6, 2019).

Note: AGOA utilization rates are defined as the value of U.S. imports from a source market under AGOA divided by the value of imports of

AGOA-eligible products from that source market.

Apparel. U.S. imports of apparel from SSA under AGOA increased by $209 million (9.9 percent CAGR) to
$1.2 billion from 2016 to 2018, driven by imports from Madagascar, Ethiopia, and Kenya. The 10-year
extension of the AGOA program and AGOA’s third-country fabric provision allowed SSA countries to
expand apparel production and were the primary causes of the increase in apparel imports from SSA.
The third-country fabric provision permits manufacturers in AGOA-eligible countries to use non-U.S.,

non-AGOA fabrics in apparel exports entered under AGOA.

Miscellaneous inorganic chemicals. U.S. imports of miscellaneous inorganic chemicals from SSA under
AGOA grew by $95 million (36.8 percent CAGR) to $204 million from 2016 to 2018. South Africa was the
only source of U.S. imports of these products from SSA countries in 2016—18. The rise in imports of
these products was due to increased domestic demand from U.S. producers of steel and automotive
emissions-control catalysts, as well as a rise in the world prices of vanadium (primarily used in alloys),

precious metal compounds, and carbides.
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Petroleum products. U.S. imports of petroleum products from SSA under AGOA increased by $81 million
(15.6 percent CAGR) to $320 million during 2016—18. The growth in the value of U.S. petroleum product
imports from SSA under AGOA was due mainly to increased imports of heavy fuel oils from Cote d’lvoire.
The increased import value reflected a rise in the price of petroleum products and a higher share of
heavy fuel oil imports entering under AGOA, as opposed to an increase in the volume of petroleum
product imports. The volume of U.S. imports of heavy fuel oils from SSA (including those not entering
under AGOA) was relatively flat, with the increase in the value of imports reflecting the increase in
petroleum prices.

Edible nuts. U.S. imports of edible nuts from SSA under AGOA grew by $64 million (28.2 percent CAGR)
to $163 million during 2016—-18. The rise in imports of macadamia nuts from Kenya and South Africa was
due to higher consumer demand for nuts, as nut consumption was increasingly seen to be an important
part of healthy diets. Increased production of macadamia nuts in South Africa and Kenya also likely
contributed to rising U.S. imports of such products from SSA.

U.S. Imports of Services from Africa

During 2016-18, U.S. imports of private services from all African countries increased overall, with
notable gains in imports of technical, trade-related, and other business services; research and
development services; and travel services. The financial, travel, and air transport services segments
represented roughly two-thirds of U.S. imports of private services from all Africa in 2018. U.S. imports of
private services from all African countries increased at a CAGR of 11.4 percent during 2016—-18, from
$8.1 billion in 2016 to $10.1 billion in 2018.

Travel services accounted for the largest share (48.4 percent) of U.S. private services imports from Africa
in 2018.% Both investment activity and the increasing maturity of African financial markets contributed
to increased U.S. demand for financial services from local African institutions via cross-border trade and
foreign affiliate sales during the period. Recent improvements and refinements to tourism marketing
campaigns promoting the region’s natural and cultural attractions to potential foreign visitors were key
factors driving the increase in U.S. imports of travel services from Africa. This increase in U.S. travel
services imports from Africa also contributed to the recent increase in air transport services (including
both passenger and freight transport by U.S. carriers).”

Recent Developments in U.S. Foreign Direct
Investment in SSA

In 2018, U.S. FDI stock in SSA totaled $34.0 billion. The three largest destinations for cumulative U.S. FDI
in SSA were Mauritius ($9.5 billion), South Africa (57.6 billion), and Nigeria ($5.6 billion). From 2016 to
2018, Mauritius experienced only a slight decrease in U.S. FDI (0.7 percent CAGR), while FDI in Nigeria

4USDOC, BEA, International Services Tables, table 2.3 (October 19, 2018).

5 The Bureau of Economic Analysis (BEA) of the U.S. Department of Commerce does not publish data on U.S. cross-
border services trade with SSA, only Africa as a whole. Africa includes SSA as well as Egypt, Libya, Algeria, Morocco,
Tunisia, Western Sahara, and outlying islands. See USDOC, BEA, “Geographic Area Definitions,” n.d.
https://apps.bea.gov/international/bp web/geographic_area definitions.pdf (accessed August 8, 2019).
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grew at a 13.8 percent CAGR and in South Africa by a 7.0 percent CAGR. The increase in U.S. investment
into South Africa primarily reflected substantial increases in investment in wholesale trade and in
professional, scientific, and technical services. U.S. FDI into South Africa’s manufacturing sector also
experienced modest growth from 2016 to 2018 (a CAGR of 1.5 percent), with most of this growth
occurring in the chemicals sector.

In Africa overall,® 31.7 percent of U.S. investment was in the mining sector, 29.0 percent in nonbank
holding companies, and 8.8 percent in manufacturing. From 2016 to 2018, the mining sector
experienced the largest decline in U.S. FDI stock, falling at a CAGR of 17.6 percent, followed by
manufacturing FDI stock, which fell at a CAGR of 6.9 percent. The drop in U.S. FDI in the mining sector in
SSA is largely due to a shift by U.S. firms to extraction of U.S. domestic oil and gas reserves, according to
testimony provided at the Commission’s public hearing. While the mining sector remained the largest
destination for FDI in terms of value, the two largest sectors in terms of the number of actual projects
chosen for FDI (via both greenfield investment and mergers and acquisitions) were in the services
sector, specifically business services and software/information technology (IT) services.

U.S. Firms’ Integration with SSA Value Chains

SSA does not play a large role in global value chains (GVCs), and lags behind other major regional trading
blocks in GVC participation. The majority of SSA’s participation in GVCs was in the form of providing raw
materials and primary inputs (e.g., crude petroleum, agricultural products, ores, or base metals) to other
countries for downstream processing and export production. Externally, SSA’s value chains are more
integrated with Europe, followed by Asia and North America. Internally, SSA regional value chains are
most often integrated between Eastern Africa and Southern Africa; within Southern Africa, South Africa
serves as the major regional hub. Mining (including petroleum and natural gas extraction) topped SSA’s
GVC participation in absolute value terms. Transportation equipment (including motor vehicles) topped
SSA’s GVC participation given that it had the highest usage of foreign inputs. The level of GVC
integration in agriculture and agribusiness in SSA is currently low. However, the sector can potentially
benefit the most from the deepening of GVC integration. These key value chains present growth
opportunities for extending and deepening U.S. firms’ integration into SSA.

A number of structural and policy factors influence the degree and type of SSA GVC participation.
Structural factors include domestic market size, income level, industrial competitiveness, the distance to
manufacturing hubs, and infrastructure and logistics performance. Policy factors include trade policy
measures such as tariffs and nontariff measures, the regulatory environment, regional trade
agreements, and regional integration, such as via regional economic communities (RECs). These factors
present opportunities as well as challenges for both SSA countries and U.S. firms in pursuing further GVC
integration. Table ES.7 summarizes the key findings of the case studies on U.S. integration with value
chains in SSA.

6 This includes U.S. FDI positions in mining in SSA, as well as in North African countries including Egypt, Libya,
Tunisia, and Morocco, as BEA data do not break out U.S. FDI positions in mining in SSA separately from those in
Africa as a whole.
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Table ES.7 Key findings of case studies on U.S. firms’ integration in value chains in SSA
Opportunities and challenges for future

Value chain Countries of focus  U.S. firms’ current integration integration
Motor vehicle South Africa, Ford engages in integrated U.S. firms have made few investments
manufacturing Nigeria vehicle and engine in SSA because of limited automobile
manufacturing in South Africa manufacturing outside of South Africa.
and in kit manufacturing in SSA’s large market size and greater
Nigeria. Thirteen U.S. firms regional integration, increased
engage in automotive parts manufacturing capability, and improved
manufacturing in South Africa. government policies are expected to
drive future opportunities in this sector.
Petroleum Nigeria, Angola, Most of the major U.S. firms that Further U.S. integration into SSA’s
and natural Ghana, engage in both petroleum and petroleum and natural gas extraction
gas extraction Mozambique, other natural gas extraction, as well as  value chain will depend on global supply
SSA countries oilfield services and supporting  and demand factors, as well as
services, and that operate regulatory developments and the

internationally are active in SSA. economic and technical viability of
resource endowments in SSA countries.

Agrifood South Africa, U.S. multinational firms engage  Opportunities for significant U.S.
processing for Nigeria, Ethiopia, in production in the SSA involvement in the beverage value chain
coffee and other SSA countries beverage sector, supplying inputs exist due to the fast growth of the SSA
other and producing beverages for the beverage sector, though challenges
beverages local market. In the SSA coffee remain from policy uncertainty, special
sector, U.S. firms primarily excise taxes, and weak transportation
purchase raw coffee beans, but  infrastructure. U.S. firms working in the
are increasingly involved in coffee sector will likely face challenges
creating more sustainable developing regional, rather than
networks of growers. country-specific, roasting and retail

supply chains.

Source: Compiled by USITC.

SSA’s Intellectual Property Rights Environment

The laws and enforcement mechanisms for intellectual property rights (IPRs) in SSA are fragmented.
Weak capacity for both implementation and enforcement is a primary barrier to increasing IPR
protections in SSA countries. Each of the seven key markets (South Africa, Nigeria, Kenya, Ghana,
Rwanda, Ethiopia, and Céte d’Ivoire) has its own statutory framework for protecting IPRs, though four of
the countries are members of subregional intellectual property organizations such as the Organisation
Africaine de la Propriété Intellectuelle (OAPI) and the African Regional Intellectual Property Organization
(ARIPO). Both of these groups aim to streamline some aspects of the IP registration and enforcement
processes. All SSA key markets except Ethiopia are parties to the WTO’s Agreement on Trade-Related
Aspects of Intellectual Property Rights (TRIPS), which requires members to have in place laws and other
measures to protect IPR. IPR infringement varies widely among SSA countries. However, it is generally
higher in SSA than in other regions around the world, which likely hinders investment in SSA, particularly
in industries which rely on copyright and trademark protections. Table ES.8 summarizes the key findings
of the case studies on the IPR environment in SSA.
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Table ES.8 Key findings of case studies on the intellectual property rights (IPR) environment in SSA

Type of IPR Country of focus IPR policy issues Impact on trade and investment
Patent South Africa The pharmaceutical patent filing Increased scrutiny of applications
system is moving from a depository  may encourage investment by
process to a substantive review weeding out non-genuine goods in
process. Other developments include the market. However, investors also
the introduction of patent anticipate lengthy processing delays
opposition prior to and following and possible higher costs for firms
granting of patents, and allowing filing patents which could reduce
parallel importation. investment. Elements of this
proposal could also increase access
to generic medications for
consumers.
Copyright Nigeria There is widespread copyright Copyright infringement and the film
infringement of films in Nigeria due  market structure discourage
to lack of enforcement capacity, international investment and slow
which has led to a highly informal domestic growth, though foreign
film distribution market. Increased firms are purchasing distribution
penalties for infringement have rights to some Nigerian films for
recently been introduced. digital streaming.
Trademark Ethiopia Infringement of international Recent IPR reforms have created a

trademarks is pervasive in Ethiopia,
due to lack of awareness and low
enforcement capacity. Ethiopia is not
a member of the WTO or key IPR
agreements such as TRIPS, but after
recent reforms, its IPR laws are
generally in line with global
standards.?

more predictable business
environment and led to increased
development of local products.
However, some international firms
have stopped investing due to the
continuing prevalence of counterfeit
goods.

Source: Compiled by USITC.

aAbdo, “Legislative Protection of Property Rights in Ethiopia,” December 2013, 196.

Agricultural Innovations in SSA

Agricultural innovations in SSA, such as biotechnology, supply chain traceability, or index-based crop

insurance, raise agricultural production and export potential by improving the competitiveness of SSA
agricultural products. This is achieved by reducing costs, differentiating products, and improving the
reliability of supply. However, overall adoption of agricultural innovations in SSA is still low, and many

hurdles exist to increasing adoption rates. The differences among SSA countries—including the level of
economic development, governmental regulations, market conditions, farm economy characteristics,
and specific agronomic conditions—create challenges for the adoption of new technologies.

In general, the large number of small-scale farmers (smallholders) and the fragmented production

practices in most SSA countries limit producers’ ability to consolidate farms into the scaled-up
operations that are required for many of these innovations to have the greatest impact. To increase
adoption of agricultural innovations in SSA, government and private groups are continuing efforts to

educate farmers about the benefits of specific innovations; to support advances in digital and mobile
payment systems that enable smallholders to participate in financial activities such as credit and risk
management products; and to aid in the development of products that better fit local needs. Consumer
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demand is also a growing driver of the adoption of other agricultural innovations, such as technology
enabling supply chain traceability for certain crops such as cocoa.

Inconsistent regulations across the region and a lack of digital and agricultural infrastructure, such as
irrigation and transportation networks, act as barriers that could limit the long-term, sustainable
improvements in production that these agricultural innovations can provide. Additionally, national
regulations such as those restricting the use of biotechnology in most markets other than South Africa
continue to slow the adoption of agricultural innovations. Table ES.9 summarizes the key findings of
case studies on the adoption of agricultural innovations in SSA.

Table ES.9 Key findings of case studies on adoption of agricultural innovations in SSA

How adoption affects

Regulatory policies and

Technological Country of production and export market conditions that
innovation focus Crop/market performance affect the sector
Biotechnology Nigeria Cotton seeds Improved yield from Government regulation of
genetically genetically engineered seeds  commercial use of

engineered to
carry the Bacillus

thuringiensis

gene?
Blockchain for Coéte d’'lvoire  Cocoa for
supply chain chocolate
transparency production

Staple grains
produced by
smallholders

Crop insurance  Kenya

may lead to increased
production. Growth in exports
of cotton may be impacted by
the domestic textile industry’s
capacity to absorb increased
production of the fiber.

Price and time savings from
adopting blockchain® reduces
costs of certifying products as
compliant with labor and
sustainability standards and
improves reliability of supply.
Exports may grow, as demand
for certified products
continues to be strong.

Adoption of index-based crop
insurance protects farmers
from the risk of loss,
improving reliability of supply,
and may positively affect
production and exports.

biotechnology hinders
adoption for many
countries, but regional
efforts to revive textile
industry led to adoption by
Nigeria.

Consumer demand for
certified cocoa products
drives adoption to improve
the supply chain auditing
process; high
implementation cost could
limit further adoption.
Government policies do
not play a major role in
adoption.

Mobile phone penetration,
lower price levels of new
insurance products, and
volatile global commodity
markets increase adoption.

Source: Compiled by USITC.

aThe Bacillus thuringiensis gene protects the cotton crop from pests, particularly the cotton bollworm.
b Blockchain is an immutable distributed digital ledger made up of blocks of data that are verified by user consensus rather than being

maintained by a central authority.

The Digital Economy in SSA

The market for digital technologies in key SSA markets has grown in recent years, driven by increases in
mobile phone penetration, the expansion of high-speed internet, and growth in consumer spending
power. Adoption of digital technologies is changing traditional services and manufacturing sectors by
making firms more productive, improving cost competitiveness, and creating new distribution channels
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for products and services. However, certain policies can hinder trade and investment in the digital
economy. Of particular importance are restrictions on the cross-border transfer of data, which affect all
sectors, and restrictions on obtaining government licenses, which primarily affect specific sectors,
including financial services and telecommunications. On the other hand, having regulatory frameworks
in place for certain important sectors for protecting data privacy can help facilitate trade and investment
in the digital economy.

While U.S. firms are the leading suppliers of many of these technologies worldwide, their market
position in SSA is varied. U.S. firms are the predominant providers in some sectors, such as cloud
computing, digital streaming video, and drone delivery services. However, in others, such as financial
technology and e-commerce, U.S. firms are more heavily involved in providing the infrastructure or
investment that facilitate the creation of these products rather than providing these products directly in
SSA. Table ES.10 summarizes the key findings of case studies on the digital economy in SSA.

Table ES.10 Key findings of case studies on the digital economy in SSA

Regulatory policies and

Countries of How adoption affects other market conditions that
Industry focus U.S. firm involvement sectors affect the sector
Cloud South Africa, Microsoft is the only laasS creates an ecosystem for Data localization
computing  Nigeria provider of infrastructure software and app developers requirements present a
as a service (laaS) in SSA,  to build new products on the challenge to cloud laaS
with a large-scale data laaS network and sell them services by fragmenting
center in South Africa. into SSA markets. Cloud laaS  the global network on
Other U.S. laaS providers also provides the processing  which laaS providers
also access firms in SSA power needed to support depend.
where internet Internet of Things devices, by
infrastructure is aggregating and processing
sufficiently developed. data from multiple devices.
Financial Nigeria, U.S. firms provide some  Fintech increases financial Complex financial and
technology Kenya, other financial services directly inclusion and facilitates telecom regulations
(fintech) SSA markets  to SSA, but they more domestic and cross-border affect fintech in SSA.
often invest in, or form transfers of money, which also These regulations differ
partnerships with, SSA facilitates many other types of significantly between
firms in the fintech businesses that require secure countries, which
sector. payment systems and access  hinders adoption in
to credit. some markets.
E-commerce South Africa, U.S. firms supply asmall E-commerce connects sellers  Deficiencies in delivery
Nigeria amount of cross-border (including small-and medium- logistics and payments,
services but are not yet sized enterprises) to buyers, including a lack of
major players in SSA. facilitating the supply of new  supporting services that
products to markets. It also facilitate e-commerce,
provides opportunities for are a significant

logistics and delivery services. impediment, giving rise
to the unique business
model currently
employed by domestic
SSA firms to address
these deficiencies.
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Countries of

How adoption affects other

Regulatory policies and
market conditions that

Industry focus U.S. firm involvement sectors affect the sector
Digital South Africa, U.S. firms like Netflix and Video-on-demand streaming  Slow buffering
streaming Nigeria YouTube are major is changing the video and film (preloading of data just
video suppliers of digital video  market throughout SSA and before use) and high
in different market displacing DVDs and video data costs have been a
segments in SSA. compact discs (VCDs) as a key major barrier for
distribution and consumption streaming services in
channel. SSA.
Internet of Rwanda, One U.S. firm—Zipline—is  Drone delivery services allow Navigating current
things Ghana the predominant provider health services to provide regulations and

of drone delivery services
in SSA, and U.S. firms also
supply “smart cities”
technologies to SSA
governments.

more timely access to critical
medical supplies. Smart cities
technologies enable SSA
markets to deliver key
municipal services more
efficiently.

acquiring waivers for
drone delivery services
remains a challenge;
integrating smart cities
technologies with other
government initiatives
is also challenging for
firms.

Source: Compiled by USITC

Selected Strategies for AGOA Utilization

The most recent extension of the African Growth and Opportunity Act (AGOA), authorized by the Trade
Preferences Extension Act of 2015, encouraged beneficiary countries to develop national AGOA
strategies to improve their AGOA utilization rates. The act urged the African Union’s Regional Economic
Communities (RECs) to do the same on a regional level.

As of November 2019, 16 out of 39 AGOA beneficiary countries have prepared specific AGOA
strategies—typically working with the U.S. Agency for International Development.’ Although these
strategy documents are at various stages of development, they all have the same goal: to enhance
AGOA utilization by identifying sectors that have the potential to increase exports to the United States
under AGOA. Table ES.11 lists the SSA countries that have completed national AGOA strategies in certain
industries.

Table ES.11 AGOA beneficiaries that have completed national AGOA strategies in high-priority
industries and products

AGOA Agricultural Textiles, apparel, Jewelry

beneficiary Strategy and food footwear, and and Other light
country year processing leather products mining Handicrafts manufacturing
Botswana 2017 . . . .

Ethiopia 2015 . .

Ghana 2016 o o o o

Kenya 2018 . . o

Lesotho 2016 3 3 . .

7 Burundi has a national AGOA strategy but has been suspended from receiving AGOA benefits since January 1,
2016. Executive Office of the President, Proclamation 9383, December 21, 2015.
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AGOA Agricultural Textiles, apparel, Jewelry

beneficiary Strategy and food footwear, and and Other light
country year processing leather products mining Handicrafts manufacturing
Madagascar 2015 . . o o

Malawi 2018 o o o o
Mali 2016 . o . o

Mauritius 2013 . . . .
Mozambique 2018 . . . .
Rwanda 2016 . . o

Senegal 2015 . . . .
Sierra Leone 2019 . .

Tanzania 2016 . . .

Togo 2017 . . . .

Zambia 20182 . . o

Source: Compiled from national AGOA strategy documents, including strategy document drafts.

Note: Burundi has a national AGOA strategy but has been suspended from receiving AGOA benefits since January 1, 2016. Executive Office of
the President, Proclamation 9383, December 21, 2015.

a Strategies have been updated from a previous version.

Two RECs have also put together AGOA strategy documents. The strategy of the Common Market for
Eastern and Southern Africa (COMESA) seeks to leverage short-term benefits from AGOA preferences
into long-term improvement and diversification of the region’s export sector by using the preferences to
build up its members’ light manufacturing and agroprocessing sectors. The strategy of the Economic
Community of West African States (ECOWAS) identifies barriers to regional integration that undermine
member states’ ability to use AGOA preferences effectively.

Utilization of the preferential tariff treatment offered under both AGOA and the Generalized System of
Preferences (GSP) among beneficiaries is inconsistent. Some countries, like South Africa and Lesotho,
achieve high utilization across multiple measures, while other countries barely use the preferences at
all. Many of these differences can be explained by noting what export sectors a country specializes in.
While clothing producers benefit greatly from AGOA, a number of low-utilization countries primarily
export non-AGOA-eligible goods, some of which have low or zero tariffs without AGOA or GSP. Their
AGOA-eligible exports are only a small fraction of their total exports, so exporters may lack awareness of
the AGOA program or not have the capacity to meet administrative requirements. Countries with higher
shares of AGOA-eligible exports typically also have higher AGOA utilization rates.

Recent Developments in SSA Regional Integration

Many African governments are actively working to increase intra-African trade (African countries’ trade
with each other) via regional integration, typically through the establishment of free trade areas. Policy
makers nonetheless view intra-African trade as having room for growth. Compared to intra-regional
trade among members of the European Union and the Association of Southeast Asian Nations (among
the most integrated regional trading blocs), intra-African trade is low, but it is growing rapidly from a
small base. Weak regional value chains and a lack of complementary exports among African countries
are two major factors preventing African governments from increasing intra-regional trade. Other
regional challenges in Africa include difficulty achieving economies of scale, relatively high regional
tariffs, and high costs of doing business.
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The groundwork for the African Continental Free Trade Area was laid decades ago, but progress was
slow for many years. However, recent negotiations for the text of the agreement moved quickly once
they officially began. The African Union (AU) first announced the African Continental Free Trade Area
(AfCFTA) negotiations in 2015, and by October 2, 2019, 54 out of 55 members had signed the
consolidated text of the agreement. As of February 2020, the only AU member country that has not
signed the agreement is Eritrea.

The AfCFTA entered into force on May 30, 2019, for the 28 members that had deposited their
ratification instruments with the AU Commission (figure ES.1). But at the time of writing of this
publication, many details of the agreement had not yet been negotiated. “Entry into force,” for the
AfCFTA, means that these countries have ratified the Protocol on Trade in Goods, the Protocol on Trade
in Services, and the Protocol on Rules and Procedures on the Settlement of Disputes. However,
members will continue to negotiate the annexes of these first three protocols, which set out countries’
commitments in the three areas mentioned, as well as the initial negotiations of the Phase Il protocols,
during the implementation and operational phase of the agreement. Schedules of tariff concessions and
rules of origin are intended to be completed by May 2020, and trade under the agreement is scheduled
to begin in July 2020, or once members have finalized the tariff schedules.

Phase Il negotiations began in October 2018 and are planned to culminate in the adoption of legal
instruments for intellectual property rights, competition policy, and investment by June 2020. These
protocols are intended to establish cooperation, and do not include binding commitments. The various
RECs (including the Tripartite Free Trade Area intended to unite Southern and Eastern African RECs, for
which negotiations are still in progress) will continue trading under their respective trading regimes
under the AfCFTA if these regimes are more integrated than the AfCFTA. The continental free trade area
supersedes the RECs except in cases where a REC has achieved regional integration beyond that
specified in AfCFTA.
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Figure ES.1 Map of the African Continental Free Trade Area

AfCFTA signed, in force [JJjj

AfCFTA signed, not in force
AfCFTA not signed

Source: USITC, based on Tralac, “African Continental Free Trade Area (AfCFTA) Legal Texts” (accessed October 17, 2019); AU, “List of Countries
Which Have Signed, Ratified/Acceded to the Agreement,” October 8, 2019.
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Chapter 1: Introduction

Chapter 1
Introduction

Purpose and Scope

This report, U.S. Trade and Investment with Sub-Saharan Africa: Recent Trends and New Developments,
was requested by the U.S. Trade Representative (USTR) in a letter received by the U.S. International
Trade Commission (USITC or Commission) on May 6, 2019.8

In his request letter, the USTR asked that the Commission conduct an investigation and provide a report
on U.S. trade and investment with sub-Saharan Africa (SSA).° The USTR asked that the report focus
primarily on the years 2016—-18, but where appropriate examine longer-term trends since 2000. He also
asked that the report focus on key SSA markets such as South Africa, Nigeria, Kenya, Ghana, Rwanda,
Ethiopia, and Cote d'lvoire.

More specifically, the USTR requested that the report contain the following information:

1. An overview of U.S. exports of goods and services to SSA, which should, to the extent
information is available:

e Identify the industry sectors in which U.S. exports of goods and services to SSA have
increased the most, in both value and percentage terms, and indicate major factors behind
this growth.

e Identify the SSA countries to which U.S. exports of goods and services have increased the
most, in both value and percentage terms, and indicate the major factors behind this
growth.

e Identify SSA countries to which U.S. outward foreign direct investment (FDI) has increased
the most, in both value and percentage terms, and indicate major factors behind this
growth.

e Provide examples of how products and services from the United States integrate into key
SSA value chains; identify possible opportunities for U.S. firms to better integrate into these
value chains, where appropriate; and describe national or regional policies and other
macroeconomic factors that may affect future demand for these U.S. products.

2. Anoverview of U.S. imports of goods and services from SSA, which should, to the extent
information is available:

e Identify the industry sectors in which U.S. imports of goods and services from SSA have
increased the most, in both value and percentage terms, and indicate major factors behind
this growth. Data on goods should include both total imports and imports under the African

8 Appendix A contains a copy of the request letter.
%In this report, SSA refers to the 49 African Growth and Opportunity Act (AGOA) countries listed in 19 U.S.C. §
3706, including South Sudan, which was added in 2012.
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Growth and Opportunity Act (AGOA), including imports under the U.S. Generalized System
of Preferences (GSP) program.®®

e |dentify the SSA countries in which exports of goods and services to the United States have
increased the most, in both value and percentage terms, and indicate the major factors
behind this growth. Data on goods should include both AGOA (including GSP) imports and
total imports.

3. Tothe extent information is available, describe the intellectual property environment, including
national and regional laws, enforcement measures, and infringement issues, in key SSA markets.
Through case studies, describe the effects of the intellectual property environment on trade and
investment in the key SSA markets.

4. Provide a broad overview and examples of technological innovation in the SSA food and
agricultural production, processing, and marketing system. This should include a broad
description of SSA food and agricultural producers’ use of technological improvements in such
areas as crop and livestock nutrition and genetics (including biotechnology); machinery and
equipment; data processing and analytics; and digital market information and risk management
systems. Through case studies, describe how the adoption of such technological improvements
has affected certain SSA food and agricultural producers' overall production and export
performance. Additionally, describe current national and regional regulatory policies and market
conditions in key countries in SSA that may affect the adoption of technological improvements
in the SSA food and agricultural sector.

5. Provide a broad overview of and describe recent developments in the digital economy for key
SSA markets. Provide information on the market for digital technologies in those key SSA
markets as well as the role of digital products and services from the United States. To the extent
that data are available, describe the market for digital products and services, such as internet-
connected devices, cloud computing, e-commerce, the Internet of Things, blockchain, and
internet search and digital content, as well as how adoption of digital technologies affects other
industry sectors, such as manufacturing and other services. Describe current national and
regional regulatory and policy measures and market conditions in key countries in SSA that
affect digital trade.

6. Provide a summary of recent developments of regional integration efforts in SSA, including
progress on the negotiation and implementation of the African Continental Free Trade Area.

7. Briefly summarize the AGOA utilization strategies that have been developed by SSA countries.

8. To the extent practicable, provide a summary of the most recent 2019 data on U.S. trade flows
of goods with SSA.

10 AGOA expanded market access benefits for certain goods eligible for preferential treatment under the
Generalized System of Preferences (GSP) program.
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Sources of Information and Approach

As requested, in preparing the report, the Commission focused primarily on the years 2016—18 as well
as on long-term trends since 2000 where appropriate. The Commission has also provided the most
recent 2019 data on U.S. goods trade with SSA in appendix J. The Commission reviewed and used
pertinent trade and investment data, reviewed the relevant trade literature, and obtained information
from industry sources through telephone and in-person interviews conducted by Commission staff
during travel to the region. Commission staff traveled to Ethiopia, Ghana, Kenya, Nigeria, and South
Africa, and conducted dozens of interviews with industry, academic, and government representatives
from these five countries as well as several other SSA countries. The Commission also used information
obtained at the Commission’s public hearing, held on July 24, 2019, and from briefs and other written
submissions received in connection with the hearing and in response to the Commission’s notice of
investigation published in the Federal Register on June 14, 2019.!

The data used in preparing this report come from a wide range of sources. The statistics on U.S.
merchandise trade used in this report are official trade statistics published by the U.S. Department of
Commerce (USDOC)’s Census Bureau. The Commission used services trade data published by the
USDOC’s Bureau of Economic Analysis (BEA)*? and by the World Trade Organization (WTO). Foreign
direct investment data were largely drawn from BEA; the European Union’s Eurostat and other foreign-
government data sources; the Financial Times’ fDi Markets database; and the Bureau van Dijk’s Zephyr
database. Data related to the intellectual property environment in SSA are mainly drawn from the World
Intellectual Property Organization, the Property Rights Alliance, and the U.S. Patent and Trademark
Office.

Data on technological innovation in the SSA food and agricultural sector are mainly drawn from reports
and other information from the U.S. Department of Agriculture, the Food and Agriculture Organization
of the United Nations (FAQ), and the Organisation for Economic Co-operation and Development (OECD).
Other sources of information for the report included academic literature and industry reports; U.S.
government publications; publications from regional organizations in SSA countries, such as the African
Development Bank, and other international institutions, including the World Bank, the WTO, and the
United Nations; and from foreign government sources, particularly SSA governments’ publications that
set out their national AGOA strategies.

Case studies are used in this report to provide information on products, industries, and markets in SSA
as they relate to U.S. integration in regional value chains, the intellectual property environment,
technological innovation in agriculture, and the digital economy, as indicated by the USTR. In the
chapter on regional value chains, case studies describe examples of and possible opportunities for U.S.
firms to integrate into these value chains. In the chapter on the intellectual property environment, case
studies describe the effects of the intellectual property environment on trade and investment. In the
discussion of technological innovation in agriculture, case studies describe how the adoption of

11 Appendix B contains a copy of the Federal Register notice, appendix C contains the calendar of public hearing,
and appendix D contains summaries of the views of interested parties.

12 While disaggregated data on U.S. services trade with most SSA countries and with the SSA region as a whole are
not available, BEA does publish limited data on U.S. services exports and imports to Nigeria and South Africa, as
well as to all of Africa (which includes both SSA and the countries of North Africa).
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innovations affects agricultural production and export performance. In order to illustrate developments
in the digital economy, case studies describe the role of U.S. firms in supplying digital technologies and
how the adoption of these technologies affects other industries. Additionally, case studies highlight
national and regional policies and macroeconomic factors that affect these areas.

Organization of the Report

This report is divided into eight chapters. Following the introduction in chapter 1, chapter 2 provides an
overview of U.S. exports of goods and services to SSA during 2016-18, identifying the leading sectors
and SSA markets for these exports and key factors that have affected U.S. export growth.® Chapter 3
gives an overview of U.S. imports of goods and services from SSA countries during the same period, and
also highlights key factors affecting import growth. Chapter 4 provides an overview of U.S. outward FDI
to SSA, examining the SSA markets where U.S. FDI is most prevalent. Chapter 4 also presents three case
studies on U.S. firms’ integration into key SSA value chains.

Chapter 5 offers an overview of the intellectual property environment in SSA, as well as three case
studies that describe the effects of this environment on trade and investment in key SSA markets.
Chapter 6 provides an overview of technological innovation in the SSA food and agriculture sector, with
three case studies that focus on how the adoption of these technologies has affected SSA agricultural
production and export performance. Chapter 7 gives an overview of recent developments in the digital
economy in SSA, including five case studies that describe the market for certain digital products and
services and discuss factors that affect trade in these products and services. Chapter 8 concludes with a
summary of strategies developed by SSA countries to improve their utilization of AGOA benefits. It also
summarizes SSA’s regional integration efforts to date, including the African Continental Free Trade Area,
and discusses the impact of these initiatives on African countries’ ability to trade with each other and
the world.

13 The 2019 data on U.S. goods trade with SSA countries are included in appendix E. These data were not available
until February 2020, which precluded a detailed analysis of them in the report.
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Chapter 2
U.S. Exports of Goods and Services to
SSA

Introduction

This chapter provides an overview of U.S. goods and services exports to SSA countries for 2016-18
through a series of sector-specific profiles. It identifies the sectors and SSA countries to which U.S.
exports have increased the most and examines the major factors behind this growth.

In the first part of the chapter, export data for goods are presented at both the sector and country
levels, offering a broad overview of the sectors and countries where the most growth in absolute value
terms has occurred.* This part includes a profile of the top seven destination countries and top six
growth sectors that account for substantial shares of U.S. exports of goods to SSA. Next, sector profiles
examine the U.S. goods exports to SSA that have increased the most during 2016—18 and describe the
key factors behind this growth. These products were chosen for analysis because U.S. exports of them to
SSA have increased the most in absolute value terms during 2016—18, and because they play an
important role in infrastructure and overall regional development.

The second part of the chapter identifies and discusses factors that have led to growth in U.S. exports of
services in certain sectors—specifically travel, financial, and air transport services—to SSA countries.
These sectors were chosen for analysis because they are well-defined industries that account for
substantial shares of U.S. cross-border services exports to Africa, and because U.S. exports of these
services have increased during the period.?’

Key Findings

U.S. goods exports to SSA countries increased by $2.4 billion in 2016-18, with a compound annual
growth rate (CAGR)*® of 8.5 percent (table 2.1). The U.S. goods sectors with the largest dollar increases
in exports were petroleum products, aircraft, certain motor-vehicle parts, motor vehicles, liquefied
petroleum gas, and poultry. The key factors behind this growth in U.S. exports include a rise in the price

14 The request letter also asks the Commission to identify the sectors in which U.S. exports to SSA have increased
the most in percentage terms. Though these sectors saw significant increases in U.S. exports to SSA in percentage
change terms, most started from a low base, and despite the high growth rates, were exported in relatively small
amounts. Therefore, those sectors that showed the most growth in percentage change terms are included and
profiled in appendix F.

15 The Bureau of Economic Analysis (BEA) of the U.S. Department of Commerce does not publish data on U.S.
cross-border services trade with SSA, only Africa as a whole. Africa includes SSA as well as Egypt, Libya, Algeria,
Morocco, Tunisia, Western Sahara, and outlying islands. See USDOC, BEA, “Geographic Area Definitions,” n.d.
https://apps.bea.gov/international/bp web/geographic_area definitions.pdf (accessed August 8, 2019).

16 Unless otherwise specified, growth is expressed in CAGR.
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of crude petroleum, which led to an increase in the price of exports of petroleum products; increased
travel to and from SSA and within SSA, which contributed to increased aircraft exports; rising demand
from SSA countries for a variety of goods; infrastructure improvement in SSA countries, which facilitated
the movement of goods; and growth in U.S. production. For example, increasing demand from SSA
countries has led to growth in U.S. exports of such products to SSA as motor-vehicle parts, aircraft,
poultry, and petroleum products. Meanwhile, improvements to liquefied petroleum gas (LPG)
infrastructure in some SSA countries have helped to drive up U.S. exports of LPG, while the development
of several infrastructure projects related to bridge construction across the SSA region has contributed to
rising U.S. exports of bridges and bridge sections to SSA.*’

U.S. exports of private services grew 6.0 percent during 201618, increasing from $13.2 billion in 2016
to $14.8 billion in 2018. The fastest-growing categories of U.S. private services exports in both value and
percentage terms during 2016—18 were professional and management services, financial services, air
transport, and telecommunications. Key factors that have contributed to the recent increase in financial
services exports include increased participation in the financial system in certain SSA countries, the
opportunity for banks to earn higher returns in SSA markets, innovative digital solutions to financial
infrastructure constraints, and the recent liberalization of several SSA financial services markets. U.S.
exports to SSA in air transportation and travel will likely continue to grow due to the addition of air
passenger flights and routes between the United States and SSA, rising income growth in SSA, and
efforts to promote U.S. educational institutions.

U.S. Exports of Goods to SSA Countries
Fastest-growing U.S. Exports to SSA Countries

During 2016-18, U.S. goods exports to SSA countries increased by $2.4 billion (8.5 percent CAGR). 8 The
largest growth in dollar terms occurred in the petroleum products sector, which increased by 40.3

percent CAGR from $688 million in 2016 to $1.4 billion in 2018. As noted, this growth was largely due to
the increase in the underlying price of crude petroleum during the period. Other U.S. exports to SSA also

17 Bridges and bridge sections is one of the sectors that showed the most growth in U.S. exports in percentage
terms, and is profiled in appendix F.

18 Most tables in this report present U.S. merchandise trade statistics using “total exports” and “general imports”
as measures, except for data on U.S. imports entered with a claim of eligibility under trade preference programs
such as the African Growth and Opportunity Act (AGOA). Such data require an analysis of U.S. “imports for
consumption”. “Total exports” measures the total physical movement of goods out of the United States to foreign
countries, whether such goods are exported from the U.S. customs territory or from a Customs bonded warehouse
or a U.S. Foreign Trade Zone (FTZ). Total exports is the sum of domestic exports and foreign exports (also known as
re-exports). “General imports” measures the total physical arrivals of merchandise from foreign countries, whether
such merchandise enters the U.S. customs territory immediately or is entered into bonded warehouses or FTZs
under Customs custody. U.S. “imports for consumption” measures goods that have been cleared by U.S. Customs
and Border Protection to enter the customs territory of the United States with required duties paid. For more
information about measures of U.S. merchandise exports and imports, see USITC, The Year in Trade 2014, July
2015; USITC, “A Note on U.S. Trade Statistics,” August 22, 2014,
http://www.usitc.gov/publications/research/tradestatsnote.pdf.
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rose, though a relatively small number of products accounted for the majority of U.S. good exports to
SSA countries (table 2.1). The factors driving this growth are laid out in the individual sector profiles.

Table 2.1 Fastest-growing U.S. exports to SSA countries, 2016—-18

Absolute change

Compound annual
growth rate (CAGR)

Product 2016 2017 2018 2016-18 2016-18
Million $ %
Petroleum products 688 1,032 1,355 667 40.3
Aircraft, spacecraft, and related 1,764 1,497 2,181 417 11.2
equipment
Certain motor-vehicle parts 338 437 697 359 43.6
Motor vehicles 834 876 1,165 331 18.2
Natural gas and components 162 236 449 287 66.3
Poultry 282 433 465 182 28.3
All other products 9,415 9,556 9,555 140 0.7
Total 13,484 14,066 15,868 2,384 8.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Notes: Due to rounding, figures may not add up to totals shown. These merchandise sectors, known as “digest” sectors, are defined by the
Commission. Each USITC digest sector encompasses a number of related 8-digit subheadings in the Harmonized Tariff Schedule of the United
States (HTS), which classifies tradable goods. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S.

Merchandise Trade 2015, September 2016;

https://www.usitc.gov/sites/default/files/research _and analysis/trade_shifts 2017/digest hts8 dir 10 2 2018.pdf.

Top Growth Markets for U.S. Exports to SSA during

2016-18

During 2016-18, South Africa and Nigeria were the two SSA countries to which U.S. exports of goods
increased the most in absolute value terms. The other five markets which U.S. goods exports increased
the most, in absolute value terms, are Ethiopia, Togo, Tanzania, Zambia, and Senegal (table 2.2).

Table 2.2 U.S. exports to SSA countries, by leading destination markets, 2016—-18

Absolute change

Compound annual
growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18

Million $ %

South Africa 4,600 5,051 5,517 917 9.5
Nigeria 1,895 2,173 2,686 792 19.1
Ethiopia 826 877 1,308 482 25.8
Togo 229 456 642 413 67.3
Tanzania 158 145 332 174 45.1
Zambia 82 85 195 114 54.7
Senegal 184 208 289 105 25.2
All other 5,510 5,070 4,897 -613 -5.7
Total 13,484 14,066 15,868 2,384 8.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Note: Due to rounding, figures may not add up to totals shown.

In some cases, such as for South Africa, Nigeria, and Togo, multiple product groups drove the increase in
U.S. exports for these countries. For some other countries, the majority of the increase in U.S. exports
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was accounted for by a single product group, such as aircraft, spacecraft, and related equipment for
Ethiopia, Tanzania, and Zambia, and petroleum products for Senegal (table 2.3). The different product
groups and developments within them are described further in the sector profiles. Rising exports of
these groups made these seven countries the leading growth markets for U.S. exports during the 2016—
18 period.

Table 2.3 Biggest drivers of U.S. export growth to SSA, by leading destination markets, 2016-18

Country Leading growth products

South Africa Certain motor vehicle parts
Construction and mining equipment
Crude petroleum
Petroleum products

Nigeria Motor vehicles

Petroleum products
Ethiopia Aircraft, spacecraft, and related equipment
Togo Petroleum products

Natural gas components
Tanzania Aircraft, spacecraft, and related equipment
Zambia Aircraft, spacecraft, and related equipment
Senegal Petroleum products

Source: USITC DataWeb/USDOC (accessed July 9, 2019).
Note: Leading growth products are defined at the Harmonized Tariff Schedule of the United States (HTS) digest-sector level.

Fastest-growing U.S. Exports of Goods to SSA
Countries

Petroleum Products

Petroleum products are primarily derived from refining crude petroleum. This product group includes
products such as motor gasoline, diesel, kerosene, asphalt, lubricating oils, and residual fuel oils, among
others.

Overview of U.S. Exports

After substantial declines in 2015 and 2016, the value of U.S. petroleum product exports to SSA
rebounded from 2016 to 2018.%° U.S. exports of these products to SSA rose from $688 million in 2016 to
$1.4 billion in 2018, a 40.3 percent increase. The growth in the value of exports from 2016 to 2018
mostly reflects increases in prices (due to higher prices for crude petroleum), although the volume of
petroleum product exports also increased. The top destinations in SSA for U.S. petroleum product
exports were Togo (a major transit hub for imports to West Africa), Nigeria, and South Africa.? The top
U.S. petroleum product exports to SSA are motor gasoline, diesel, and jet fuel (table 2.4). In particular,
U.S. exports of motor gasoline to South Africa and U.S. exports of both diesel and jet fuel to Togo grew

8 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 97.
20 Lewis, “Tiny Togo Thinks Big,” June 11, 2015.
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substantially in value and volume over the period.?! U.S. exports of petroleum products to specific SSA
countries can experience relatively large swings from year to year, reflecting the United States’ relatively
small market share in SSA for these products.??

Table 2.4 Petroleum products: U.S. exports to SSA and selected SSA countries, 201618
Compound annual

Product and destination Absolute change growth rate (CAGR)
country 2016 2017 2018 2016-18 2016-18
Million $ %

Petroleum products 688 1,032 1,355 667 40.3
Motor gasoline 182 195 349 167 38.5
South Africa 17 (2) 112 95 154.9
Nigeria 58 79 100 42 315
Togo 106 64 79 -27 -13.6
All other SSA @) 52 57 57 1,891.7
Diesel 82 216 307 224 93.0
Togo 0 69 188 188 (®)
Namibia 82 23 67 -16 -9.9
All other SSA (® 124 51 51 5,643.1
Jet fuel 121 188 220 99 34.8
Togo 56 122 140 84 57.8
All other SSA 65 66 80 15 11.3
All other products 303 432 480 177 25.8

Source: USITC DataWeb/USDOC (accessed July 23, 2019). All products are in digest EPO5 Motor gasoline enter under HTS Schedule B statistical
reporting numbers 2710.12.1510, 2710.12.1514, and 2710.12.1519; diesel is classified in Schedule B numbers 2710.19.1106, 2710.19.1109,
and 2710.19.1112; and jet fuel enters under Schedule B number 2710.19.1600.

Notes: Due to rounding, figures may not add up to totals shown. These merchandise sectors, known as “digest” sectors, are defined by the
Commission. Each USITC digest sector encompasses a number of related 8-digit subheadings in the Harmonized Tariff Schedule of the United
States (HTS), which classifies tradable goods. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S.
Merchandise Trade 2015, September 2016.

https://www.usitc.gov/sites/default/files/research _and analysis/trade_shifts 2017/digest _hts8 dir 10 2 2018.pdf.

2 Less than $500,000.

b Unable to calculate.

Key Factors Affecting U.S. Exports, 2016-18

Growth in U.S. exports of motor gasoline to SSA reflects increased import demand in South Africa and
Nigeria. Global U.S. exports of motor gasoline grew by about 88 million barrels (17.1 percent CAGR)
from 2016 to 2018, while U.S. exports of the product to SSA grew by 2 million barrels (26.8 percent
CAGR).2% South Africa accounted for the majority of the increase in exports to SSA, likely reflecting rising
petroleum product consumption and a modest decline in utilization rates at the country’s petroleum
refineries.?* South Africa has delayed implementing stricter fuel standards, and its refineries are not

2L EIA, “Exports by Destination” (accessed September 6, 2019).

22 The European Union (EU) and Middle East supply a large share of petroleum product exports to SSA and
generally have shorter transportation routes to SSA markets. USITC, U.S. Trade and Investment with Sub-Saharan
Africa, April 2018, 97-100.

23 USITC DataWeb/USDOC, SB 2710.12.1510, 2710.12.1514, and 2710.12.1519 (accessed October 16, 2019).

24 South Africa’s refinery throughput fell from about 464 thousand barrels per day (b/d) to 455 thousand b/d, while
total refining capacity stayed at 520 thousand b/d. BP, “Oil: Refinery Throughput” and “Qil: Refining Capacity,”
June 2019; EIA, “South Africa,” October 26, 2017.
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currently able to produce fuels at the specifications required for emissions control technologies in newer
vehicles to work properly.? Consequently, South Africa largely relies on imports to meet growing
demand for cleaner fuels.?® Nigeria also has delayed stricter fuel standards for its refineries, but raised
the requirements for imported fuels in July 2018.%” Rising U.S. exports to Nigeria were likely supported
by the country’s large gasoline demand and limited refinery utilization.?® The growth in 2018 was
concentrated at the end of the year, and may have been part of broader Nigerian efforts to minimize
fuel shortages during the Christmas holiday in advance of the February 2019 general election.?

Growth in U.S. exports of diesel to Togo also reflects several factors: the high level of SSA demand for
diesel in various applications, Togo’s role as a hub for petroleum product trade, and Nigeria’s recent
switch to higher imported fuel standards. Diesel is used both as a transportation fuel and as a critical
fuel for power generation in SSA (particularly as a backup source of power in countries with frequent
outages).3° Nigeria is actually the main source of petroleum product demand in West Africa, but high
rates of piracy in Nigerian waters and congestion at Lagos, Nigeria’s largest port, have encouraged
traders to operate out of Togo instead.3! In addition, in July 2018, Nigeria adopted a stricter sulfur limit
of 50 parts per million (ppm) for diesel imports. This shift likely supported the 2018 growth in U.S. diesel
exports to Togo, which included a $67 million increase from 2017 in exports of diesel containing 500
ppm of sulfur or less.3? U.S. exports to Namibia have also been relatively high, likely due to shortages of
diesel supply in neighboring South Africa and Namibia’s demand for low-sulfur diesel.>

Growth in U.S. exports of jet fuel to SSA was mostly driven by increased prices and a higher volume of
exports to Togo.3* Togo finished building a new expanded terminal at its international airport in Lomé in
2016, likely increasing the country’s air traffic and demand for jet fuel (including U.S. exports). The new

25 QOirere, “Refining: Uncertainty Grips South Africa’s Clean Fuels Program,” April 2017; Walsh, “Moving toward
Clean Vehicles and Fuels,” June 2009, 12-14.

26 Mathews, “Dim Prospects for South Africa’s Refinery Sector,” November 16, 2018.

27 George, “Nigeria to Cut Sulfur in Fuels,” March 13, 2018.

28 OilVoice, “West Africa’s Gas Sector Becoming a Hive of Activity,” November 16, 2017.

29 Payne and Cooper, “UPDATE 1—Nigeria Shores Up Fuel Needs,” November 1, 2018.

30 Nakweya, “Africa Grapples with Diesel Generators’ Health Problems,” April 2, 2019.

31 Togo also serves as a hub for petroleum product exports destined for other SSA markets such as the Democratic
Republic of the Congo, Angola, and Céte d’lvoire. Energy Post, “How Offshore Lomé Threatens Nigeria’s Petroleum
Sector,” January 31, 2018; Kazeem, “The Never-ending Congestion at Nigeria’s Largest Port,” December 20, 2018.
32 A large share of U.S. refining capacity is paired with units capable of upgrading high-sulfur intermediate products
to low-sulfur diesel. Specific data are not available for diesel exports under 50 ppm sulfur. EIA, “More Stringent
Marine Sulfur Limits Mean Changes,” February 4, 2019; USITC DataWeb/USDOC, SB 2710.19.1106 and
2710.19.1109 (accessed September 18, 2019).

33 For example, some mining industries in Namibia and other parts of southern Africa have switched to using low-
sulfur diesel to manage their environmental impact and to ensure compatibility with new equipment built to
international standards. Moolman, “New Directive Will Affect Mining Vessels,” February 23, 2018; MyBroadband,
“Petrol Shortage Crisis Looming in South Africa,” June 5, 2016; Economist, “Why the Lights Keep Going Out,”
February 21, 2019.

34 The volume of U.S. jet fuel exports to SSA declined by 18 percent from 2017 to 2018; the increase in value
reflects higher prices. USITC DataWeb/USDOC, Schedule B, number 2710.19.1600 (accessed September 18, 2019).
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terminal was designed to accommodate up to three million passengers per year and is part of the
Togolese government’s stated vision to make Lomé a hub for West African air travel.>®

U.S. petroleum product exports to SSA have started to rebound from their 2016 dip, and growing SSA
demand for fuels (in both transportation and power-generation applications) and lagging SSA refinery
investments present an opportunity for further U.S. export growth. However, the relatively low U.S.
market share in SSA and the presence of other, closer, and larger export markets for U.S. petroleum
products suggests that U.S. exports to SSA may not grow substantially even if the U.S. supply and SSA
petroleum product demand continue to rise.® The future value of U.S. petroleum product exports to
SSA will also likely depend on crude petroleum prices, competition with petroleum product exports from
Europe, and the evolution of SSA’s power sector and its refinery investments.®’

Aircraft, Spacecraft, and Related Equipment

This product group includes civilian aircraft (both commercial and private), balloons, helicopters, and
gliders. It also includes engines and parts for these aircraft.*®

Overview of U.S. Exports

Civilian aircraft, engines, equipment, and parts accounted for the bulk of U.S. aircraft exports to SSA and
in 2018 comprised 98.2 percent of total aircraft, spacecraft, and related equipment exports.3® However,
SSA is a relatively small market for U.S. exports of civilian aircraft, engines, equipment, and parts,
accounting for just 1.6 percent of global U.S. exports in 2018.%° Nonetheless, U.S. exports of aircraft,
spacecraft, and related equipment to SSA increased from $1.8 billion in 2016 to $2.2 billion in 2018
(table 2.5).

Ethiopia was the largest destination for U.S. exports of civilian aircraft, engines, equipment, and parts in
2018, accounting for over half (50.7 percent) of total U.S. exports of these goods to the region in 2018.
By comparison, the next five largest trading destinations in SSA (South Africa, Nigeria, Tanzania, Kenya,
and Zambia) accounted for just 39.2 percent of these exports (table 2.5). Of these countries, only South
Africa saw a decline in U.S. exports during 2016—-18; however, U.S. exports to South Africa, Nigeria,

35 African Aerospace, “There’s No Place Like Lomé.. . .,” September 13, 2016.

36 The top four markets for U.S. petroleum products in 2018 were Mexico, Canada, Brazil, and Chile; each received
over $4.0 billion of these U.S. exports. USITC DataWeb/USDOC (accessed March 13, 2019).

37 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 97—-100; Malicier and Lanitis, “Oil Product
Flows to West Africa,” August 23, 2018.

38 Top U.S. manufacturers and exporters in the aircraft, spacecraft, and related equipment industry include Boeing,
United Technologies, Lockheed Martin, Honeywell International, General Dynamics, Northrop Grumman,
Raytheon, Textron (with Cessna, Beechcraft, and Hawker subsidiaries), L-3 Technologies, and Rockwell Collins.
Thomas Net, “Top Aerospace/Aviation Companies and Manufacturers” (accessed September 23, 2019).

39 For a complete list of products classified under civilian aircraft, engines, equipment, and parts (HTS
8800.00.0000) see USDOC, International Trade Administration, Office of Trade and Machinery,
“AeroSchedB880000AffectedCodes,”
https://www.trade.gov/td/otm/assets/aero/AeroSchedB880000AffectedCodes.pdf.

401n 2018, U.S. total exports were $130.7 billion. USITC DataWeb/USDOC, HTS subheading 8800 (accessed
September 23, 2019).
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Tanzania, and Zambia decreased in 2017 before increasing in 2018. Exports of civilian aircraft, engines,
equipment, and parts are largely high-value, low-volume products that can fluctuate year to year.

Table 2.5 Aircraft, spacecraft, and related equipment: U.S. exports to SSA and selected SSA countries,
2016-18

Compound annual
Product and destination Absolute change growth rate (CAGR)
country 2016 2017 2018 2016-18 2016-18
Million $ %
Aircraft, spacecraft, and 1,764 1,497 2,181 417 11.2
related equipment
Civilian aircraft, 1,675 1,423 2,142 467 13.1
engines, equipment, and
parts
Ethiopia 445 653 1,087 641 56.2
South Africa 326 284 323 -2 -0.4
Nigeria 97 54 181 84 36.6
Tanzania 8 4 168 160 345.7
Kenya 57 139 99 41 31.0
Zambia 1 1 67 66 625.4
All other SSA 740 288 217 -523 -45.9
All other products 89 74 40 -50 -33.0

Source: USITC DataWeb/USDOC (accessed October 15, 2019). All products are in digest TEQ13. Civilian aircraft, engines, equipment and parts
enter under HTS Schedule B statistical reporting numbers 4011.30.0000, 4012.13.0000, 6812.90.0110, 6812.99.0010, 7007.11.0000,
8407.10.0020, 8407.10.0040, 8407.10.0060, 8409.10.0040, 8411.11.4010, 8411.12.4010, 8411.21.4010, 8411.22.4010, 8411.81.4010,
8411.82.4010, 8411.91.7010, 8411.99.7010, 8412.10.0090, 8525.10.6010, 8525.10.8020, 8525.20.3005, 8525.50.6010, 8525.50.8020,
8525.60.1025, 8526.10.0010, 8526.91.0010, 8527.90.9705, 8527.99.3005, 8543.70.4000, 8543.89.4000, 8801.00.0050, 8801.90.0000,
8802.11.0030, 8802.11.0045, 8802.11.0090, 8802.12.0040, 8802.12.0080, 8802.20.0015, 8802.20.0040, 8802.20.0050, 8802.20.0060,
8802.20.0080, 8802.30.0030, 8802.30.0040, 8802.30.0050, 8802.30.0060, 8802.30.0080, 8802.40.0040, 8802.40.0060, 8802.40.0070,
8802.40.0090, 8803.10.0010, 8803.20.0010, 8803.30.0010, 8803.90.9010, 8805.29.0000, 9014.10.1040, 9014.10.6040, 9014.10.7040,
9014.10.9040, 9014.20.2000, 9014.20.4000, 9014.20.6000, 9014.20.8040, 9029.20.4040, and 9401.10.0000.

Note: Due to rounding, figures may not add up to totals shown.

Key Factors Affecting U.S. Exports, 2016-18

U.S. exports of civilian aircraft, engines, and parts to SSA grew between 2016 and 2018 in part because
airlines’ passenger volumes increased, driving up demand for aircraft. Ethiopian Airlines is the largest
African airline, based on seat capacity and outstanding aircraft orders, and Addis Ababa, the capital of
Ethiopia, is an important international transfer hub for the region. It flew increasing numbers of
passengers during 2016—18, with passenger volume for the airline surpassing nine million in 2018—an
annual increase of more than 18 percent.*! Boeing, the United States’ largest manufacturing exporter,
supplied a majority of Ethiopian Airlines’ current aircraft fleet and has a majority of the airline’s future
orders.*? Between 2016 and 2018, Boeing delivered 14 aircraft to Ethiopian Airlines.** The airline has a

41 Al Jazeera, “Ethiopian Airlines: Africa’s Largest Air Carrier,” March 10, 2019; CAPA, “Africa Aviation Outlook
2019,” January 31, 2019.

42 Boeing, “Boeing’s U.S. Footprint” (accessed October 21, 2019); Ethiopian Airlines, “Ethiopian Current
Commercial Fleet” (accessed October 21, 2019).

43 Boeing delivered five 737 MAX aircraft, three 777F aircraft, and six 787-8 aircraft to Ethiopian Airlines between
2016 and 2018. For more information on Ethiopian Airlines, see the air transportation services and travel services
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long history of operating Boeing aircraft, a trend extending back to 1962. In 2018, Ethiopian Airlines
became the first African airline to fly Boeing’s 787 Dreamliner.** Ethiopian Airlines is an even larger part
of the SSA airline market when its joint ventures and subsidiaries across Africa are considered. These
include ASKY (Togo), Malawian Airlines (Malawi), Tchadia Airlines (Chad), and Ethiopian Mozambique
Airlines (Mozambique).*

Kenya Airways is another growing SSA airline that operates a fleet mostly composed of Boeing aircraft
and that expanded daily flights to New York, among other destinations, in 2018.% Air Tanzania, a
relatively small airline in terms of fleet size, also expanded its flights after receiving a Boeing 787-8
Dreamliner in 2018, partially explaining the large increase in the value of U.S. exports to Tanzania in the
same year.*” The Dreamliner is Air Tanzania’s first aircraft capable of long-haul flights, and the airline
plans eventually to fly passengers to the United States, Europe, and Asia.“® By contrast, South African
Airways is an example of an SSA airline that has not experienced recent growth and has been in financial
trouble since 2011, leading South Africa’s Finance Minister to call for its closure.*® South African Airways
has also been relying more heavily on Airbus aircraft rather than Boeing aircraft. Boeing aircraft made
up 46 percent of the airline’s passenger fleet in 2006, 19 percent in 2016, and 0 percent in 2019,
partially explaining decreasing total U.S. exports to South Africa.>® Overall, Boeing accounts for 70
percent of the commercial aircraft in service in Africa, with over 400 aircraft operating among more than
40 airlines.>*

Higher infrastructure expenditures that support greater passenger volumes are likely to result in
continued increases of U.S. exports of civilian aircraft and parts to SSA. For example, Ethiopia plans to
build a new $4 billion airport in Addis Ababa that is scheduled to be completed in 2024; there is also a
$540 million terminal expansion and runway rehabilitation project at South Africa’s Cape Town
International Airport, and a $553 million terminal expansion and runway rehabilitation at Uganda’s
Entebbe International Airport.>2

Major aircraft manufacturers forecast Africa to be an important market for future aircraft sales. Airbus
projects that Africa will be a top-performing region in terms of aerospace infrastructure and aircraft

sections in this chapter and in chapter 3. Boeing, “Deliveries January 2016 through December 2018” (accessed
October 22, 2019).

4 The fatal crash of Ethiopian Airlines flight 302 on March 10, 2019 involved a Boeing 737 Max 8, which sources
indicate may put pressure on the relationship between the two companies. Dahir, “It Would Be Tough for Fast-
growing Ethiopian Airlines,” March 19, 2019; Dahir, “Ethiopian Airlines Is Doubling Down,” March 27, 2019.

45 CAPA, “Africa Aviation Outlook 2019,” January 31, 2019.

46 CAPA, “Africa Aviation Outlook 2019,” January 31, 2019; Kenya Airways, “Kenya Airways Fleet” (accessed
October 21, 2019).

47 The list price for the Boeing 787-8 is $248.3 million. Boeing, “About Boeing Commercial Airplanes” (accessed
October 21, 2019); Airlinerwatch, “Air Tanzania Receives its First and Only Dreamliner,” July 9, 2018.

48 Boeing, “787 Dreamliner to Become Part of Air Tanzania” (accessed October 21, 2019).

49 BBC, “SAA ‘Should Be Shut Down,’ Says Finance Minister,” November 2, 2018.

50 South African Airways still uses Boeing aircraft for cargo purposes. Deglmann, “Infographic: South African
Airways’ Fleet Changes, 2006—16,” January 31, 2017; Kruger, “What Happened to South African Airways’ Boeing?”
October 19, 2019.

51 Boeing, “Boeing in Africa” (accessed October 22, 2019).

52 Airport Technology, “Mapping Africa’s Biggest Airport Projects,” July 23, 2018.
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growth due to expanding markets, increasing population, and a growing middle class.>? Boeing
estimates that Africa’s growing market will require 1,160 new aircraft between 2019 and 2039.
According to major aircraft manufacturers, future aircraft demand is likely to shift away from smaller
aircraft suited to regional travel to larger aircraft designed to meet demand for longer, higher-capacity
flights. Three-quarters of new aircraft would be intended to meet additional passenger demand, while
the remaining quarter would replace Africa’s aging fleets.>*

Motor Vehicle Parts

Motor vehicle parts are intermediate inputs used either to produce motor vehicles as the final product
or to serve as replacement inputs into pre-existing motor vehicles.>>

Overview of U.S. Exports

Stronger demand from South Africa, SSA’s largest market for motor vehicle parts, drove the majority of
increased U.S. motor vehicle parts exports to SSA during 2016—-18. U.S. exports of these goods to SSA in
2018 were nearly $360 million higher than in 2016 (table 2.6). U.S. motor vehicle parts exports to SSA
were primarily destined for South Africa, Nigeria, Benin, and Zambia; these four countries accounted for
89.0 percent of such exports to SSA during this period. Exports to South Africa made up more than half
of increased U.S. exports of motor vehicle parts to SSA during 2016—-18, followed by Nigeria, Benin, and
Zambia.

These exports were concentrated in only a few subcategories of parts.>® Demand for replacement parts
drove much of the exports to these countries, with only South Africa having a fully integrated vehicle
manufacturing industry with strong demand for motor vehicle parts as inputs in vehicle
manufacturing.®’

53 Airbus, “Global Market Forecast, Global Networks, Global Citizens, 2018-2037,” 2018, 115.

54 Africa as a whole currently has the world’s oldest fleet of aircraft, averaging around 13 years old, with only 7
percent of the fleet consisting of newer-generation aircraft. Airbus, Global Market Forecast: Global Networks,
Global Citizens, 2018, 120; Boeing, Commercial Market Outlook 2019-2038, 2019, 62.

55 Motor vehicle parts discussed under this section are covered under USITC digest TE010.

6 Those products are classified under Schedule B statistical reporting numbers 8708.99.8175, 8708.40.1150,
8708.29.5170, and 8708.50.7200. Motor vehicle parts are primarily imported under Harmonized System (HS)
heading 8708. Some parts are in other headings, including engines (8413) and seats (9401 and 9403).

57 Fully integrated manufacturing is an industry term to differentiate high-level vehicle assembly, where a large
portion of the value of the vehicle is created during assembly, from lower-tech “kit assembly,” which is bolting or
welding large parts together that were assembled elsewhere, with little value added. For more information on
automobile manufacturing in South Africa, see case study 4.1 in chapter 4.
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Table 2.6 U.S. exports of motor vehicle parts to SSA by country, 2016—-18

Absolute Compound annual

change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million S %

Motor vehicle parts 338 437 697 359 43.6
South Africa 199 258 413 214 44.1

Nigeria 49 74 131 82 63.5

Benin 32 37 a7 15 21.2

Ghana 17 24 19 2 5.7

All other SSA 41 44 87 46 45.7

Source: USITC DataWeb/USDOC (accessed October 15, 2019). All products are in digest TEO10. Certain motor vehicle parts enter under HTS
Schedule B statistical reporting numbers 8413.30.1000, 8413.30.9000, 8413.91.1000, 8544.30.0000, 8708.10.0010, 8708.10.0050,
8708.21.0000, 8708.29.0010, 8708.29.5025, 8708.29.5170, 8708.30.0010, 8708.30.0050, 8708.40.1110, 8708.40.1150, 8708.40.3500,
8708.40.8000, 8708.50.4110, 8708.50.4150, 8708.50.7200, 8708.70.0050, 8708.80.0050, 8708.80.7000, 8708.91.5000, 8708.91.8000,
8708.92.5000, 8708.92.8000, 8708.93.5000, 8708.94.5000, 8708.94.8000, 8708.95.0000, 8708.99.5800, 8708.99.8115, 8708.99.8130,
8708.99.8175, 9401.20.0000, 9401.80.0000, 9401.90.1010, 9401.90.1080, 9403.40.9500, 9403.50.0000, 9403.90.1000.

Note: Due to rounding, figures may not add up to totals shown.

Key Factors Affecting U.S. Exports, 2016-18

South Africa is the largest vehicle manufacturer in SSA and has the most vehicles in use.>® Higher
demand for motor vehicle parts as intermediate inputs in the manufacturing process, particularly from
U.S.-headquartered vehicle manufacturers, is the likely cause of increased U.S. exports of motor vehicle
parts to South Africa.>® South Africa’s total vehicle production rose only slightly, but commercial vehicle
production increased significantly while car production declined. These trends may have led to changes
in South African sourcing of automotive parts, since commercial vehicle parts may be supplied by
different manufacturers in different countries than passenger vehicle parts.® Production by U.S.-
headquartered companies in South Africa rose by about 1.5 percent from 2016 to 2018 (nearly 1,600
units).®! Ford’s production increased due to an investment in its Silverton facility to expand production
of the Ranger (a pickup truck) and Everest (a sport utility vehicle) in 2016.% For more on the automotive
supply chain in SSA, see case study 4.1 in chapter 4.

The other three major destinations for U.S. motor vehicle parts in SSA (Nigeria, Benin, and Zambia) were
likely importing primarily replacement parts during 2016—18. Nigeria is a growing vehicle market, with
the second-highest number of vehicles on the road among SSA countries, but currently has limited

8 OICA, Motorization Rate 2015—Worldwide (accessed July 25, 2019).

59 Motor vehicle parts supply two distinct markets, the original equipment manufacturer (OEM) market and the
replacement parts market. SSA countries import motor vehicle parts from outside the region in addition to
receiving supplies from within the region. UNCTAD, Economic Development in Africa, 2019, 153.

0 South African production increased from 578,000 units in 2016 to 591,000 in 2018. Commercial vehicle
production increased 12 percent (29,000 units), while passenger car production declined by 5 percent (16,000
units). Wards Intelligence, “South African Vehicle Production by Manufacturer, 2014-2018,” July 5, 2019.

61 While GM and PACCAR stopped production in South Africa, Ford increased its production there by nearly 19,000
units. Wards Intelligence, “South African Vehicle Production by Manufacturer, 2014-2018,” July 5, 2019.
https://subscribers.wardsintelligence.com/datasheet/south-africa-vehicle-production-manufacturer-2014-2018.
62 Bubear, “Ford's Production Capacity in South Africa,” October 31, 2018.
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vehicle production capacity (most Nigerian-made vehicles are assembled from kits).% In 2016, Nigeria
increased its tariff on imported vehicles, an action that may have reduced the supply of vehicles and
driven up demand for replacement parts to repair vehicles already on the road in Nigeria. Benin is often
a transshipment point for goods destined for Nigeria, including motor vehicles and parts. Therefore, the
increase in its imports of these goods from the United States may reflect growth in Nigerian demand.%
Ghana has no vehicle production, and thus most of its parts imports are likely replacement parts. It is
estimated to have the seventh-highest number of vehicles on the road among SSA countries.®

U.S. exports of motor vehicle parts to South Africa may rise in coming years to support Ford’s increased
investment in its South African production; in 2019, Ford added a third shift in one of its assembly plants
and expanded production capacity to 168,000 units.® The finalization of the African Continental Free
Trade Area (AfCFTA) could have competing effects on future U.S. exports of motor vehicle parts.
Preferential tariffs for imports from other African countries may discourage growth of U.S. motor vehicle
parts exports to SSA because the relative cost of U.S. parts compared to sub-Saharan African parts
would increase; on the other hand, these preferences could potentially increase production of vehicles
and parts by U.S. firms in SSA. Furthermore, the creation of the free trade area could also create
economies of scale for vehicle and parts production within SSA, which could lead to new demand for
U.S. motor vehicle parts.®’

Motor Vehicles

Motor vehicles are final products used primarily to transport either people or goods. %

Overview of U.S. Exports

U.S. exports of motor vehicles to SSA countries grew by over $330 million from 2016 to 2018 (18.2
percent CAGR) (table 2.7). Exports to Nigeria made up more than half of the 2018 export total, followed
by those to Benin, Ghana, and South Africa. However, growth was variable across the region: exports to
Nigeria increased by over $410 million between 2016 and 2018, while exports to most other SSA
countries declined over the three-year period. Benin ranked second in terms of U.S. exports in 2018 and
is the only other SSA country for which these exports grew between 2016 and 2018.%°

63 OICA, Motorization Rate 2015—-Worldwide (accessed July 25, 2019). For more information on Nigeria’s kit
manufacturing, see case study 4.1 in chapter 4.

64 Golub, “Entrepdt Trade and Smuggling in West Africa,” September 2012, 1145-46.

85 OICA, Motorization Rate 2015—Worldwide, database (accessed July 25, 2019).

56 Rumney, “Ford to Add 1,200 Jobs, Shift,” July 17, 2019.

57 UNCTAD, Economic Development in Africa, 2019, 154-55.

58 Motor vehicles discussed in this section are covered under USITC digest TEO09. Motor vehicles primarily enter
under HTS headings 8703 and 8704. There are 93 schedule B statistical reporting numbers for motor vehicles.
Other headings in which motor vehicles are classified include special purpose vehicles (8701, 8702, and 8705), as
well as bodies (8707) and chassis fitted with engines (8706).

9 As mentioned in the previous section, since Benin is often a transshipment point for goods destined for Nigeria,
the smaller increase in exports to Benin and its overall ranking as the second leading destination for U.S. exports is
likely a result of increased final demand in Nigeria rather than in Benin itself. For more information, see Richards,
“Importing Used or Salvage Vehicles,” May 23, 2019.
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Table 2.7 Motor vehicles: U.S. exports to SSA and selected SSA countries, 2016—-18

Compound annual
Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million S %

Motor vehicles 834 876 1,165 331 18.2
Nigeria 238 346 649 411 65.0
Benin 112 116 132 19 8.3
Ghana 150 126 116 -34 -12.2
South Africa 149 123 87 -62 -23.5
All other SSA 185 165 182 -3.0 -0.8

Source: USITC DataWeb/USDOC, U.S. total exports to SSA countries (accessed July 2, 2019). All products are in digest TE009. Motor vehicles
primarily classified in Schedule B under headings 8703 and 8704. There are 93 schedule B statistical reporting numbers for motor vehicles.
Other headings in which motor vehicles are classified include special purpose vehicles (8701, 8702, and 8705), as well as bodies (8707) and
chassis fitted with engines (8706).

Note: Due to rounding, figures may not add up to totals shown.

Most U.S. exports of motor vehicles to SSA countries are used vehicles. As shown in table 2.8, three of
the top four subcategories for U.S. vehicle exports to SSA are specifically for used vehicles, and the
fourth is a subcategory that does not differentiate between new and used vehicles. U.S. exports of the
used motor vehicles in these top three subcategories accounted for 67.5 percent of all U.S. motor
vehicle exports to SSA in 2018 (totaling $787 million).” This apparent consumer preference for used
vehicles instead of new is due to limited disposable incomes in SSA and the high costs of purchasing new
vehicles.” The top three export markets for new vehicles (Nigeria, Benin, and Ghana) are also the top
markets for used vehicle exports, and account for 86.3 percent of used vehicle exports to SSA countries
in 2018 (totaling $732 million).”?

70 USITC DataWeb/USDOC, U.S. total exports to SSA countries (accessed July 2, 2019). This total may
underrepresent used vehicle exports to SSA, since some HS codes do not have subcodes specific to used goods.
One paper estimated that, if subcodes specific to used goods existed for the HTS subheadings (Schedule B) where
they currently do not, the data might show that total exports of used vehicles from the United States were as
much as 13 percent higher in 2016 than estimated. Using the same methodology and applying it to the 2019 HTS,
used vehicles could make up as much as 90.9 percent of 2018 exports to SSA. For more information, see Coffin et
al., “Examining Barriers to Trade in Used Vehicles,” August 2016.

1 Deloitte, “Navigating the African Automotive Sector,” April 2016, 4.

72 USITC DataWeb/USDOC, U.S. total exports to SSA countries (accessed July 2, 2019). South Africa receives only
$1.7 million in U.S. exports of used vehicles, ranking 18th within the region in this category. The country that ranks
4th as a destination for U.S. exports of used vehicles is Senegal, which received $26.6 million worth in 2018.
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Table 2.8 Motor vehicles: U.S. exports to SSA and selected HTS subheadings, 2016-18

Absolute Compound annual
change growth rate (CAGR)
HTS code HTS description 2016 2017 2018 2016-18 2016-18

Million S %
Motor vehicles 834 876 1,165 331 18.2
8703.23.0190 Used vehicles, with 330 330 525 195 26.2
only spark-ignition
internal combustion
reciprocating piston
engine of a cylinder
capacity exceeding
1500 cc but not 3000
CC, n.e.s.o.i.
8703.24.0190 Passenger motor 112 112 162 50 20.2
vehicles with only
spark ignition internal
combustion piston
engine of a cylinder
capacity over 3000 cc,
used
8703.60.0045 Used vehicles, with N/A 68 100 (®) (®)
spark-ignition internal
combustion
reciprocating piston
engine and electric
motors (w/ plug),
exceeding 1500 cc but
not 3000 cc, n.e.s.o.i.
8703.90.0100 Passenger motor 70.4 61 90 19 12.8
vehicles, n.e.s.o.i.
All other 321 306 289 -32 -5.3

Source: USITC DataWeb/USDOC, U.S. total exports to SSA countries (accessed July 2, 2019). Motor vehicles are primarily classified in Schedule
B under headings 8703 and 8704. Some motor vehicles are in other headings, including various special purpose vehicles (8701, 8702, and
8705), as well as bodies (8707) and chassis fitted with engines (8706). Each of these four statistical reporting numbers did not exist in the 2016
HTS. Trade data are therefore the export data for the closest corresponding code. Both 8703.23.0190 and 8703.60.0045 were previously part
of 8703.23.0090 (along with 8703.40.0045), so the value is shown only once to prevent double-counting. Likewise, 8703.24.0190 was
previously part of 8703.24.0090 (along with 8703.40.0090 and 8703.60.0090); 8703.90.0100 was previously part of 8703.90.0000 (along with
8703.80.)

Note: Due to rounding, figures may not add up to totals shown. N.e.s.o0.i. = not elsewhere specified or included.

2 Unable to calculate.

Key Factors Affecting U.S. Exports, 2016-18

The key factors affecting U.S. exports to Nigeria and Benin, the two largest SAA destinations for U.S.
vehicle exports, are interrelated. Nigeria has historically been one of the top five largest export

destinations for U.S. exports of used vehicles, and a major destination for U.S. automotive exports in
general.”® However, U.S. exports of motor vehicles to Nigeria decreased steadily from $1.2 billion in

73 Coffin et al., “Examining Barriers to Trade in Used Vehicles,” August 2016.
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2013 to $238 million in 2016, before rebounding to $649 million in 2018.74 One factor explaining the
decline in U.S. exports during 2013-2016, and its later resurgence, is the overall economic outlook of
Nigeria during these years, which includes a recession officially beginning in 2016 and ending in the fall
of 2017.7° Moreover, in October 2013, the Nigerian government announced the creation of the Nigerian
Automotive Industry Development Plan (NAIDP), which had the goal of discouraging vehicle importation
and expanding domestic vehicle manufacturing.’® The recent resurgence in U.S. exports to Nigeria is
due, at least in part, to rules in the NAIDP which allow companies that manufacture or assemble cars in
Nigeria to import vehicles while effectively paying only half the new tariff rate.”” For more on the
automotive supply chain in SSA and how firms responded to the NAIDP, see case study 4.1 in chapter 4.

The second-largest recipient of U.S. motor vehicle exports is Benin, and 60 percent of all automotive
exports to Benin originate from the United States.”® However, as mentioned earlier, Benin is a well-
known transshipment hub for vehicles ultimately destined for Nigeria, as well as other West African
countries.” Moreover, while there was an increase from 2016 to 2018 in U.S. motor vehicle exports to
Benin, the larger trend of rising and falling U.S. exports to Benin was quite similar to the Nigerian trend,
where the peak occurred prior to 2016. U.S. exports to Benin peaked in 2014 at $540 million before
declining to $112 million in 2016 and beginning to rise again over the last three years, likely due to rising
demand in Nigeria. & Since Nigeria is the largest final destination market for vehicles arriving in Benin,
the temporary decline in Nigerian demand meant that demand for vehicles in Benin declined as well.®!
Moreover, the establishment of Nigerian vehicle assembly likely dampened demand for U.S. motor
vehicle exports to Benin from 2016 to 2018. The presence of vehicle assembly in Nigeria also suggests
that long-term demand for Nigerian imports from Benin may not grow as fast as in prior years.

Natural Gas and Components

Natural gas is a mixture of hydrocarbons that are in a gaseous state at standard atmospheric conditions
of temperature and pressure. It is composed primarily of methane, but also contains byproducts
commonly known as natural gas liquids (NGLs): ethane, propane, butane, and pentanes. In the United
States, NGLs are most often separated from methane and cleaned at gas processing plants, but they can
also be produced from crude petroleum at refineries and petrochemical facilities.

74 USITC DataWeb/USDOC, U.S. total exports to SSA countries (accessed August 30, 2019).

75 Sasse and Carsten, “Nigeria Recession Deals Blow to Smuggling Hub Benin,” March 20, 2017. While the recession
didn’t officially begin until 2016, GDP growth had been declining in Nigeria since 2014. For more information, see
https://www.imf.org/external/datamapper/NGDP RPCH@WEO/NGA.

76 pwC, “Africa’s Next Automotive Hub,” 2015.

77 Deloitte, “Nigeria's Automotive Industry Plans: What Exactly Are the Expectations?” 2015; King, “National
Automotive Industry Development Plan (NAIDP) Drives Car Sales to Record Levels in Nigeria,” July 22, 2014;
USDOC, ITA, “Nigeria—Import Tariffs,” USDOC, August 13, 2019.

78 Richards, “Importing Used or Salvage Vehicles,” May 23, 2019.

79 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 87.

80 USITC DataWeb/USDOC, U.S. total exports to SSA countries (accessed August 30, 2019).

81 Sasse and Carsten, “Nigeria Recession Deals Blow to Smuggling Hub,” March 20, 2017.
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Overview of U.S. Exports

U.S. exports of natural gas and components to SSA grew rapidly from 2016 to 2018, rising by $287
million and increasing by 66.3 percent (table 2.9). These exports mostly consisted of butane and
propane, which are often referred to as liquefied petroleum gas (LPG) and sold together as a blend.#?
U.S. exports of LPG to SSA increased from about 5 million barrels in 2016 to 10 million barrels in 2018
(33.8 percent CAGR).2 The value of these exports rose by $288 million (67.4 percent), supported by
rising global prices for natural gas liquids.® Most of the largest SSA markets for U.S. LPG exports are
concentrated in West Africa. U.S. exports have also been growing to Mauritius, due in part to the
island’s dedicated LPG import terminal and storage.®

Table 2.9 Natural gas and components: U.S. exports to SSA and selected SSA countries, 2016—-18

Compound annual

Product and destination Absolute change growth rate (CAGR)
country 2016 2017 2018 2016-18 2016-18
Million S %

Natural gas and components 162 236 449 287 66.3
Liquefied petroleum gas 160 234 448 288 67.4
Togo 0 60 124 124 (®
Cote d’lvoire 2 47 65 62 447.2
Mauritius 19 18 46 27 56.7
South Africa 35 11 44 9 11.9
Senegal 9 16 38 29 106.4
Ghana 70 55 32 -37 -32.0
All other SSA 25 26 99 74 98.1
.All other products 2 1 1 -2 -42.0

Source: USITC DataWeb/USDOC (accessed July 23, 2019). All products are in digest EP06. Liquefied petroleum gas enters under HTS Schedule B
statistical reporting numbers 2711.12.0000, 2711.13.0000, and 2901.10.1020.

Note: Due to rounding, figures may not add up to totals shown.

@ Unable to calculate.

Key Factors Affecting U.S. Exports, 2016-18

Although LPG has a wide variety of uses, it is primarily used as cooking gas in SSA and, to a lesser extent,
as “autogas” to fuel vehicles.® LPG offers a cleaner-burning alternative to charcoal and fuelwood,
commonly used cooking fuels in developing countries that contribute to indoor air pollution and
deforestation. It is typically sold to end users in small, pressurized cylinders that keep the fuel in a liquid
state until consumption, making it relatively easy to distribute and store.®” There is high potential
demand for LPG in SSA, but factors such as underinvestment in import and storage infrastructure, as
well as complexities in the way the sector is regulated, can increase the price of LPG in SSA and disrupt

82 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 53.

83 EIA, “Exports by Destination” (accessed September 3, 2019).

84 EIA, “Natural Gas Spot and Futures Prices (NYMEX)” (accessed September 3, 2019).

85 Stedman, “Inauguration of Petredec LPG Terminal,” March 20, 2014.

8 For example, a large share of the LPG consumed in Ghana is used as autogas, diverted from subsidized supplies
intended for use as residential cooking gas. Argus Media, “Interview with Renzo Bee,” February 2018.

87 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 53—54.
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supply. Both of these factors discourage LPG consumption and lead to varying rates of use across SSA.%
While the majority of households in Gabon, Mauritius, and Cabo Verde cook with LPG, the average
penetration rate in West African countries is only about 15 percent.®

Improvements to LPG infrastructure contributed to rising U.S. exports to SSA from 2016 to 2018. In
particular, in January 2017, the Nigerian National Petroleum Corporation acquired two new LPG vessels
in a joint venture with Sahara Energy, a multinational conglomerate and leading marketer of crude
petroleum and petroleum products in Africa.®® One of the primary routes for these vessels has been
delivering LPG from the U.S. Gulf Coast to ports in Cote d’lvoire, Ghana, and Togo. Some of the stated
goals of the venture include to “deepen the LPG market in West Africa” and to “achieve uninterrupted
supply of the commodity and address infrastructural limitations.” ! Other factors such as increased
urbanization and government programs promoting LPG adoption may have also supported the growth in
U.S. exports to West African countries.®? Additionally, the 2014 startup of the LPG import terminal in
Mauritius and 2017 opening of a new LPG terminal in South Africa likely supported rising exports to both
countries from 2016 to 2018.%

Growing U.S. production of butane and propane also enabled rising LPG exports to SSA. U.S. net
production of butane rose by 25.0 million barrels (9.6 percent CAGR) from 2016 to 2018. U.S. net
production of propane also experienced moderate growth, rising by 82.2 million barrels (7.9 percent
CAGR).%* Most of the additional volumes of both butane and propane came from increased natural gas
production. Global U.S. exports of LPG also grew over the period; in particular, U.S. exports of butane
increased by 35.8 million barrels (37.5 percent CAGR).%

There is strong potential for future growth of U.S. exports of LPG to SSA, but actual growth will depend
on the effectiveness of commercial and political efforts to increase LPG penetration in SSA. Construction
of another LPG import and storage terminal in South Africa (planned to begin operations in 2020) will
likely promote further U.S. exports to South Africa.®® U.S. LPG exports to Ghana could also rebound after
2019 with the planned startup of the Bridge Power project, which will use LPG for power generation and

88 Argus Media, “Interview with Renzo Bee,” February 2018; Competition Commission of South Africa, Market
Inquiry into the LPG Sector, March 2017.

8 Argus Media, “Interview with Renzo Bee,” February 2018.

%0 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 55.

91 Sahara Group, “Sahara Gas Vessel Boosts LPG Availability,” July 2, 2018.

92 Many countries in SSA have developed initiatives encouraging the use of LPG for cooking, including educational
programs and subsidies for LPG and LPG cookstoves. The Economic Community of West African States (ECOWAS)
also held a workshop in August 2018 focused on this issue. ECOWAS, “ECOWAS Seeks to Popularize,” August 10,
2018; USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 53-54.

93 USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 44; Hellenic Shipping News, “TNPA to
Prioritise Ship Repairs, Oil and Gas,” September 12, 2018.

9 Net production includes both production from natural gas processing plants and the net production from
refineries and blenders (excluding the butane and propane that are consumed by refineries and blenders). EIA,
“Refinery and Blender Net Production” (accessed February 10, 2020); EIA, “Natural Gas Plant Field Production”
(accessed February 10, 2020).

9 EIA, “Exports by Destination” (accessed February 10, 2020).

% |HS Markit, “Storage Bullets Arrive for Richards Bay’s New LPG,” September 23, 2019.
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ultimately triple Ghana’s LPG import capacity.®” The United States is also becoming a major global
exporter of liquefied natural gas (LNG), but efforts to develop sufficient natural gas demand in SSA to
support investment in LNG import infrastructure have not come to fruition.®® However, SSA’s local
supply of both LNG and LPG could also increase as new and expanded LNG export facilities come online
in Mozambique, Angola, Nigeria, and Equatorial Guinea, potentially increasing SSA’s production of LPG
and reducing demand for imports from outside of the region.*® For more on the natural gas (LNG) supply
chain in SSA, see case study 4.2 in chapter 4.

Poultry

U.S. exports of poultry to SSA are primarily frozen chicken cuts, part of the poultry product group. %
This product group consists of all poultry, 1°! either live birds (HS 0105) or meat. Poultry meat may be
fresh, chilled, or frozen (HS 0207), and some poultry products may be prepared or preserved (i.e.,
certain subheadings classified under HS 1602).

Overview of U.S. Exports

From 2016 to 2018, U.S. poultry exports to SSA were one of the fastest-growing U.S. product groups by
value. Angola and South Africa, in particular, grew in terms of importance as markets for U.S. poultry
producers. U.S. exports of all poultry products to SSA grew by $182 million over this period, at a CAGR of
28.3 percent (table 2.10). In 2018, the United States was the third-largest global supplier of poultry to
SSA, by value, after the EU and Brazil.2°? In that year, U.S. poultry exports to all of SSA accounted for 11
percent of U.S. poultry exports to the world. 1%

97 Ghana’s current oversupply of electricity may further delay the Bridge Power project or limit the project’s initial
LPG consumption. Sarkodie, “Lessons to Be Learnt from Ghana’s Excess,” August 5, 2019; African Energy, “Ghana:
Construction Under Way at Bridge Power,” December 13, 2018.

%8 Marks, “LNG-to-Power a Hard Nut to Crack,” January 2, 2019.

9 LNG facilities often use unprocessed natural gas transmitted via pipeline as feed gas and have equipment for
separating NGLs. Depending on the liquids content of the feed gas, the facility may also have substantial
production of LPG. MOGS Oil & Gas, “Sunrise Energy” (accessed September 9, 2019); NS Energy, “Nigeria LNG Plant
Expansion, Bonny Island” (accessed September 9, 2019).

100 ynless otherwise noted, portions of this section are based on the “Frozen Chicken Meat (Part of Poultry)”
section of chapter 2 in USITC, U.S. Trade and Investment with Sub-Saharan Africa, April 2018, 92-96.

101 poultry includes chickens, ducks, geese, turkeys, and guinea fowls. Poultry is categorized under USITC industry
commodity group AG005. See USITC, Shifts in U.S. Merchandise Trade, 2017,
https://www.usitc.gov/sites/default/files/research _and _analysis/trade_shifts 2017/digest hts8 dir 10 2 2018.p
df.

102 The EU-28 exported $728.6 million, Brazil $468.7 million, and the United States $464.6 million of poultry
products to SSA, in 2019. IHS Markit, Global Trade Atlas database, main module SSA regional grouping (accessed
November 8, 2019).

103 |HS Markit, Global Trade Atlas database (accessed November 8, 2019).
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Frozen cuts and offal (HS 0207.14), referred to as “frozen chicken cuts,” accounted for 95.3—97.2
percent of U.S. exports of poultry products to SSA during 2016-18.1% Growth in U.S. exports of frozen
chicken cuts to Angola and South Africa accounted for nearly all of the absolute change in value (about
88 percent) of U.S. poultry exports from 2016 to 2018. In 2018, the top five SSA export markets for U.S.
exports of frozen chicken cuts, by value, were Angola, South Africa, Ghana, the Republic of the Congo,
and The Gambia. 1%

Table 2.10 Poultry: U.S. exports to SSA and selected SSA countries, 2016—18

Absolute Compound annual

change growth rate (CAGR)

Product and destination country 2016 2017 2018 2016-18 2016-18
Million $ %

Poultry 282 433 465 182 28.3
Frozen cuts and offal 274 414 443 169 27.2
Angola 85 155 184 98 46.7
South Africa 25 85 87 62 87.0
Ghana 42 52 45 3 3.7
Republic of Congo 38 43 45 7 8.2
Gambia 9 8 12 2 10.9
All other SSA 75 70 72 -3 -2.0

. All other products 8 19 21 13 60.2

Source: USITC DataWeb/USDOC (accessed November 11, 2019). All products are in digest AG005. Poultry enters under HTS Schedule B
statistical reporting numbers 0207.14.0090, 0207.27.0010, 0207.14.0010, 0207.27.0030, 0105.11.0020, 0207.12.0040, 0207.11.0040,
0207.14.0025, 0207.14.0050, 0207.27.0090, 0207.14.0030, 0207.14.0045, 1602.39.0025, 0207.27.0045, 0207.27.0050, 0105.11.0010,
1602.32.0090, 1602.32.0020, 0207.25.0000, 0207.42.0000, 0207.26.0000, 0207.13.0000, 0207.41.0000, 0207.12.0020, 1602.31.0020,
0105.15.0000, 1602.32.0050, 0207.45.0000, 1602.31.0090, 0207.24.0000, and 1602.31.0030.

Notes: Poultry includes chickens, ducks, geese, turkeys, and guinea fowl. Due to rounding, figures may not add up to totals shown.

Key Factors Affecting U.S. Exports

In general, rising population, incomes, and urbanization in SSA countries drive demand for U.S. exports
of frozen chicken cuts.% SSA consumers’ eating habits, especially in urban areas, have shifted to
consuming more protein, and more fast food, which includes fried chicken.®” On the supply side, the
United States is one of the world’s top exporters of frozen poultry meat, and is poised to meet growing
consumer demand for poultry in SSA with an abundant supply of frozen chicken cuts. % In some key SSA
markets, there is little domestic poultry production: for example, Angolan poultry producers were able

104 From 2016 to 2018, offal was only a small portion (less than 2 percent) of U.S. exports of “frozen chicken cuts
and offal” to SSA countries. Thus, the rest of this section will focus on frozen chicken cuts. Calculations by USITC
using USITC Dataweb/USDOC (accessed November 11, 2019).

105 The top five SSA export markets for all of U.S. poultry products, by value, were slightly different from those for
frozen chicken cuts: Angola, South Africa, the Republic of the Congo, Ghana, and Benin. USDOC, U.S. exports to SSA
countries, by digest, 2016—2018 ($), accessed July 2, 2019.

106 USDA, FAS, A Turning Point for Agricultural Exports, November 2, 2015.

107 Reuters, “Can Africa Deal with an Expected Boom in Demand?” March 13, 2017; Searcey and Richtel, “Obesity
Was Rising as Ghana Embraced Fast Food,” October 2, 2017.

108 USDA, ERS, “The United States Is the World’s Leading Poultry Exporter,” March 7, 2016.
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to meet only 8 percent of Angola’s total market demand of about 320,000 tons of poultry per year in
2018.1%

The fast growth rate in U.S. exports of frozen chicken cuts to SSA in 2016—18 was due, in part, to the
United States’ return to a key export market—Angola—after the resolution of a sanitary issue. Before an
outbreak of avian influenza in the United States in 2015, U.S. poultry exports to Angola had been
increasing rapidly. Angola responded to the outbreak by banning imports of U.S. poultry products
starting January 2015. It lifted the ban by the end of 2016, and the upward trend in sales resumed. U.S.
exports of frozen chicken cuts to Angola grew by $98 million (46.7 percent CAGR) and accounted for
31.1-41.4 percent of U.S. exports of these products to SSA (table 2.10). In fact, Angola became the third-
largest export destination for U.S. poultry exports globally.'° In addition, growth in urban population, a
lack of domestic production capacity, and improvements in cold storage infrastructure drove Angolan
demand for U.S. exports of poultry in 2016-18.1!

Market access for U.S. poultry products in South Africa also improved over the period.!'? From 2016 to
2018, U.S. exports of frozen chicken cuts (U.S. chicken leg quarters) to South Africa grew by $62 million
(87.0 percent CAGR). Between 2001 and 2014, South African antidumping duty orders on imports of U.S.
bone-in chicken portions effectively priced U.S. exports of frozen chicken cuts out of the South African
market, one of the largest per capita consumers of poultry in SSA.113 In 2016, however, South Africa
established a tariff-rate quota of 65,000 metric tons (mt) per year for U.S. bone-in portions.** This
occurred after negotiations with the United States in the lead-up to the renewal of the African Growth
and Opportunity Act (AGOA). > Under the tariff-rate quota, U.S. exports that do not exceed the quota
have a tariff rate of 37 percent, while the antidumping duty rate of 9.4 rand per kilogram (or $0.30 per
pound, about a 65 percent ad valorem equivalent!®) still applies to all over-quota imports.!’ In market
year 2016/2017, the United States filled 75 percent of the quota as U.S. exporters ramped up trade
flows to South Africa.'® For market years 2017/2018 and 2018/2019, the South African quota filled
completely.?

109 ysDOC, ITA, “Angola—Agricultural Products,” August 22, 2019.

110 USDA, FAS, Angola: Angola Becomes Third Largest Market, April 19, 2019.

111 USDA, FAS, Angola: Angola Becomes Third Largest Market, April 19, 2019.

112 USITC, hearing transcript, 2019, 28 (testimony of Yoliswa Mvebe, Embassy of South Africa).

113 U.S. exports of chicken leg quarters are reported under U.S. Schedule B 0207.14.0010. South Africa classifies
these exports in a basket category of bone-in chicken portions, South African tariff classification code 0207.14.90.
Cochrane, “South Africa Resumes Imports of U.S. Chicken,” March 6, 2017.

114 Cochrane, “South Africa Resumes Imports of U.S. Chicken,” March 6, 2017.

115 Cochrane, “South Africa Resumes Imports of U.S. Chicken,” March 6, 2017.

116 An ad valorem equivalent converts a specific tariff rate into a percentage-based tariff rate, whereby the tariff is
expressed as a percentage of the value of the import.

117 Cochrane, “South Africa Resumes Imports of U.S. Chicken,” March 6, 2017; ITAC, “Draft Guidelines for the
Application of a DAFF Quota,” October 2015, 1; Cochrane, Hansen, and Seeley, Poultry Production and Trade in the
Republic of South Africa, November 2016, 8; USDA, FAS, South Africa: The United States Fills the Chicken Meat
Quota, May 29, 2019, 2.

118 USDA, FAS, South Africa: The United States Fills the Chicken Meat Quota, May 29, 2019, 2.

119 USDA, FAS, South Africa: The United States Fills the Chicken Meat Quota, May 29, 2019, 2.
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Demand from Ghana, the Republic of the Congo, and The Gambia for frozen chicken cuts is somewhat
smaller, since they are smaller economies, but they are still some of the top markets in SSA for U.S.
exports of these products.

Infrastructure shortcomings and restrictive government trade policies in SSA inhibit U.S. potential to
further increase exports of poultry to SSA. Given that the bulk of U.S. poultry products are shipped
frozen, these exports are also constrained by the lack of cold chain infrastructure once they arrive in
SSA. 120

U.S. Exports of Services to Africa

This section discusses major factors that have led to growth in U.S. exports of certain services—travel,
financial, and air transport services—from SSA countries.?! The factors behind export growth in these
sectors include improvements in financial infrastructure and digital technology for financial services;
additional direct flights from the United States to SSA for air transport services; and increased
enrollment of SSA students in U.S. colleges and universities for travel services. While disaggregated data
on U.S. services trade with most SSA countries and with the SSA region as a whole are not available,
there are some data on U.S. services exports to Nigeria and South Africa, as well as export data for Africa
as a whole.!?

U.S. exports of private services (which exclude government-provided services) to all African countries
increased from $13.2 billion in 2016 to $14.8 billion in 2018 (6.0 percent CAGR).?® U.S. travel services
exports to Africa accounted for the largest share ($4.9 billion or 33.4 percent) in 2018, followed by
professional and management services ($1.6 billion, 11.4 percent) and transportation services ($1.5
billion, 10.2 percent).'?* The fastest-growing categories of U.S. private services exports in both value and
percentage terms during 2016—18 were professional and management services, financial services, air
transport, and telecommunications (table 2.11).

120 y S. industry representatives, telephone interview by USITC staff, December 20, 2017.

121 y.S. exports of financial, air transport, and travel services accounted for 50.7 percent of total U.S. private
services exports to Africa in 2018. Exports of professional and management consulting services experienced the
fastest growth from 2016 to 2018. However, this is a broad category aggregated from a diverse array of smaller
sub-categories, none of which individually grew faster than financial, air transport, or travel services.

122 BEA publishes data on U.S. cross-border services trade with Africa as a whole, but does not publish data on such
trade with the SSA region. BEA data cover SSA as a whole plus North Africa, including Egypt, Libya, Algeria,
Morocco, Tunisia, and Western Sahara; and some outlying islands. See USDOC, BEA, “Geographic Area Definitions”
(accessed August 8, 2019).

123 For more information on U.S. trade in services with SSA, please see USITC, “The Sub-Saharan African Services
Economy,” 2017.

124 For 2018 data, BEA suppressed data on technical, trade-related, and other country-specific exports of business
services, which came to 13.1 percent of such exports in 2017, to avoid disclosing individual company data.
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Table 2.11 Exports of private services to Africa by service category, 201618

Compound annual

Absolute change growth rate (CAGR)
Sector 2016 2017 2018 2016-18 2016-18
Million S %
Professional and management 1,433 1,556 1,678 245 8.2
consulting services
Air transport services 1,210 1,303 1,374 164 6.6
Financial services 1,030 1,074 1,191 161 7.5
Travel services?® 4,848 4,882 4,927 79 0.8
Telecommunications, computer, 612 636 668 56 4.5
and information services
Insurance services 112 109 122 10 4.4
Charges for the use of intellectual 1,131 1,030 971 -160 -7.3
property n.i.e.p
Sea transport services 112 () (49 (4 (49
Research and development 283 374 () (49 (9
services
Technical, trade-related, and 1,709 1,824 () (4 (49
other business services
Total private services exports 13,150 13,913 14,770 1,620 6.0

Source: USDOC, BEA, International Services Tables, table 2.3 (October 15, 2019).

Note: Due to rounding, figures may not add up to totals shown. N.i.e. = not included elsewhere.

2 The travel services sector includes travel for all purposes, including personal, business, and education-related travel.
® The category charges for the use of intellectual property was formerly called “royalties and license fees” by BEA.
¢BEA suppresses these country-specific export data to avoid disclosing individual company data.

4 Absolute change and CAGR are not provided due to suppressed data.

Total sales of services to Africa by U.S.-owned affiliates were $13.9 billion or 0.9 percent of U.S. affiliate
sales of services to all countries in 2017 (the latest year available).? The retail trade industry accounted
for the largest share (20.6 percent) of U.S. affiliates’ sales of services to Africa in 2017, followed by
affiliate sales of finance and insurance services (16.3 percent) and professional, scientific, and technical
services (12.5 percent).?® U.S. affiliate sales of services to South Africa and Nigeria comprised 49.2
percent and 6.6 percent, respectively, of all U.S. affiliate sales in Africa.'?” More information on U.S.
foreign direct investment in SSA and the operations of U.S.-owned affiliates in that region can be found
in chapter 4 of this report.

As bilateral services trade data for the United States and SSA are limited, the analyses in this section also
present World Trade Organization (WTO) data on world exports to SSA countries (table 2.12).1%

125 According to BEA, affiliate transactions data reflect “services supplied (to foreign residents) by majority-owned
affiliates of (U.S.) multinational enterprises (MNEs) through the channel of direct investment,” which relates these
transactions to foreign direct investment stock and flows. This approximately corresponds to the General
Agreement on Trade in Services (GATS) category of “trade through commercial presence.” USDOC, BEA, “Definition
of International Services,” October 2018; USDOC, BEA, International Services Tables, table 4.4, October 15, 2019.
126 BEA includes services related to manufacturing and mining in its U.S. affiliate sales data, which accounted for
1.2 percent and 17.0 percent of such sales to Africa in 2017, respectively. USDOC, BEA, International Services
tables, table 4.1 (October 15, 2019).

127.UsSDOC, BEA, International Services Tables, table 4.4, (October 15, 2019).

128 The WTO publishes data on commercial services trade for 47 SSA countries. The latest year for which complete
data are available is 2015. The WTO publishes limited preliminary data on SSA trade in commercial services for
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According to the WTO, commercial services exports from the world to SSA countries decreased at a
CAGR of 5.2 percent during 2015-17 from $111.0 billion to $99.8 billion.'? Nigeria received the largest
share of such exports (18.0 percent) in 2017, followed by South Africa (15.8 percent).*° Of the key SSA
markets, 3! world exports of commercial services to Ghana experienced the highest growth in value and
percent terms ($2.0 billion and 14.3 percent, respectively) between 2015 and 2017. During that time,
technical, trade-related, and other business services was the fastest-growing sector of world commercial
services exports to the key SSA markets, particularly to Nigeria (up 100.9 percent) and Ghana (up 21.6
percent).132

Table 2.12 World exports of private services to key SSA markets, 2015-172

Compound annual

Absolute change growth rate (CAGR)

Country 2015 2016 2017 2015-17 2015-17
Million $ %

Nigeria 18,816 11,335 17,973 -843 -2.3
South Africa 15,110 14,531 15,762 652 2.1
Ghana 6,489 7,091 8,478 1,989 14.3
Ethiopia 4,835 5,162 4,844 9 0.1
Cote d'lvoire 2,639 2,755 3,180 541 9.8
Kenya 3,077 2,539 2,847 -230 -3.8
Rwanda 946 976 904 -42 -2.2
All other SSA 59,113 47,360 45,775 -13,338 -12.0
Total SSAP 111,025 91,749 99,763 -11,262 -5.2

Source: WTO, Time Series on International Trade, “Trade in Commercial Services, 2005—onward (BOP6)” (accessed August 12, 2019).

Note: Due to rounding, figures may not add up to totals shown.

32017 is the latest year for which data are available for all key markets. WTO reports these data as individual SSA countries’ commercial
services imports from the world. The term “commercial services,” as used in the WTO services trade data, is roughly equivalent to the term
“private services” used in BEA services trade data. Furthermore, due to reporting discrepancies, global exports and imports for a country may

not reconcile.
b This total does not include world exports to the Central African Republic, Chad, Comoros, Equatorial Guinea, or Gabon, as data on world
exports to those countries are unavailable for 2015-17.

Financial Services

Worldwide, the financial services industry enables monetary transactions, mobilizes savings, and
allocates capital, thus facilitating business in a broad range of sectors. Typically provided by banks,

2017. This total does not include world exports to countries for which data for 2017 were missing, namely, the
Central African Republic, Chad, Comoros, Equatorial Guinea, and Gabon.

129 \WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005—onward
(BOP6)” (accessed August 12, 2019).

130 WTO reports these data as individual SSA countries’ commercial services imports from the world. The term
“commercial services,” as used in the WTO services trade data, is roughly equivalent to the term “private services”
used in BEA services trade data. Like the BEA cross-border trade data, the WTO cross-border trade data roughly
correspond to modes 1, 2, and 4 specified in GATS. WTO, Statistics Database, Time Series on International Trade,
“Trade in Commercial Services, 2005—onward (BOP6)” (accessed August 12, 2019).

131 The key SSA markets within this report are Cote d'lvoire, Ethiopia, Ghana, Kenya, Nigeria, Rwanda, and South
Africa.

132 \WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005—onward
(BOP6)” (accessed August 12, 2019).
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financial services include credit card, brokerage, underwriting, financial management, advisory and
custody, securities lending, and electronic funds transfer services.

Overview of U.S. Exports

Data published by BEA indicate that U.S. financial services exports to Africa are small, making up only
$1.2 billion or 1.1 percent of total U.S. exports of financial services in 2018. While total U.S. financial
services exports grew by 6.3 percent during 2016—-18, U.S. financial services exports to Africa grew at a
higher rate—7.5 percent—rising by $161 million between 2016 and 2018 (table 2.13). However, these
figures have mostly stagnated since 2012, when the U.S. exported $1.1 billion and imported $398 million
in cross-border financial services with Africa. By 2018, South Africa accounted for 32.9 percent ($392
million) of these exports, while Nigeria accounted for 8.5 percent (5101 million). 33

Table 2.13 Financial services: U.S. exports to Africa and selected SSA countries, 2016-18

Compound annual
Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million S %

Africa 1,030 1,074 1,191 161 7.5
Nigeria 148 97 101 -47 -17.4
South Africa 333 359 392 59 8.5
All other Africa 549 618 698 149 12.8

Source: USDOC, BEA, International Services tables, table 2.2 (October 15, 2019).
Note: Due to rounding, figures may not add up to totals shown.

Moreover, BEA reported that 1.0 percent of sales by foreign affiliates of U.S. finance firms occurred in
Africa in 2017.%34 Sales by foreign affiliates of U.S. finance firms in Africa totaled $1.9 billion in 2017,
growing by 14.9 percent since 2015.*° Data on financial services sales are not available for individual
African countries, and data on U.S. affiliate sales of depository credit intermediation (banking) and other
financial services to Africa are suppressed for 2015 and 2016 in order to avoid disclosure of individual
company information. However, BEA data show that U.S. affiliates sold $734 million of depository credit
intermediation services in Africa in 2017, comprising 39.4 percent of financial services sold in Africa.%
Furthermore, though data on U.S. affiliate sales of finance and insurance services in Nigeria are
suppressed for this period, the United States’ combined affiliate sales in Africa of both financial and
insurance services indicate that South Africa accounted for $600 million or 26.6 percent of such sales in
2017.

133 USDOC, BEA, International Services tables, table 2.2 (October 15, 2019).

134 The year 2017 is the latest year for which such data are available. USDOC, BEA, International Services Tables,
table 4.1, “Services Supplied to Foreign Persons by U.S. MNEs through Their MOFAs, by Industry of Affiliate and by
Country of Affiliate” (October 15, 2019).

135 Affiliate transactions and cross-border exports are not directly comparable, as they are calculated differently.
However, in general, U.S. affiliate sales of financial and insurance services to SSA are significantly larger than U.S.
exports of these services.

136 USDOC, BEA, International Services Tables, table 4.4, “Table 4.4. Services Supplied to Foreign Persons by U.S.
MNEs through Their MOFAs, by Country of Affiliate and by Industry of Affiliate” (October 15, 2019).
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Key Factors Affecting U.S. Financial Services Exports to SSA,
2016-18

Financial Infrastructure

Recent gains in “financial inclusion” of individuals and enterprises in certain SSA countries are facilitating
U.S. firms’ participation in SSA’s growing financial services markets.**” Although widely noted as
underdeveloped, and with large variations in maturity across countries, SSA’s financial infrastructure has
improved in recent years. The number of people over the age of 15 with accounts at financial
institutions or with providers of mobile money services grew by 8.4 percentage points during 2014-17.
The largest gains were in Burkina Faso, Togo, Senegal, Gabon, Zimbabwe, Cameroon, Benin, and
Namibia, which all posted increases of over 20 percentage points during this period. Domestic credit
provided by the financial sector also grew as a share of GDP, from an average of 33.2 percent in 2014 to
an average of 39.6 percent in 2018 in SSA as a whole. The Republic of the Congo, Zimbabwe, Equatorial
Guinea, and Lesotho posted increases of over 15 percent for this measure during the period.!3®

The relative infancy of the SSA financial system also offers opportunities for global banks seeking higher
returns as growth slows in these banks’ home markets (returns in Africa in the sector were almost
double the global average in 2018).1%* One industry representative notes the recent “incredible growth
in mobile phones” as an opportunity for banks and insurers to reach new populations in both rural and
urban areas.® In response to pledged economic reforms in target nations, large banks such as U.S.-
based Goldman Sachs and Citigroup have partnered with foreign equity firms and large regional banks in
countries such as South Africa and Nigeria to expand operations in Africa.*

Digital Technology

U.S. firms are increasingly using innovative digital solutions to overcome financial infrastructure
constraints, allowing them to be more active in SSA financial services markets and driving U.S. exports of
financial services. These new technologies—many of which leverage the region’s increasing mobile
phone penetration—include advanced payment solutions and digital financial assistants, among others.
For example, Kenyan officials attribute increased access to financial services in the country over the last

137 According to the United Nations (UN), financial inclusion means that “means that individuals and enterprises
can access and use a range of appropriate and responsibly provided financial services offered in a well-regulated
environment.” The UN features financial inclusion as a target in 8 of the 17 sustainable development goals. UNCDF,
“Financial Inclusion” (accessed January 21, 2020); UNCDF, “Financial Inclusion and the SDGs” (accessed January 21,
2020).

138 World Bank, World Development Indicators, “Account Ownership at a Financial Institution or with a Mobile-
Money-service Provider (% of Population Ages 15+),” October 28, 2019; World Bank, World Development
Indicators database, “Domestic Credit Provided by Financial Sector (% of GDP),” October 28, 2019.

139 Chironga et al., “African Retail Banking’s Next Growth Frontier,” February 2018.

140 USITC, hearing transcript, July 24, 2019, 163 (testimony of Stephen Simchak, American Property Casualty
Insurance Association).

141 Cotterill, “Goldman Sachs Plots South Africa Banking Expansion,” May 5, 2019; Arnold, “Citigroup Targets Rapid
Middle East, Africa Growth,” February 7, 2018.
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13 years to M-Pesa, the mobile money platform operated by telecom firm Safaricom.*? U.S.-based
Mastercard offers a myriad of tools in Africa to address challenges to electronic payments. For example,
Masterpass QR for Facebook Messenger allows small businesses to establish digital money accounts and
accept mobile payments using QR code technology.'*® By creating auditable transaction records,
Masterpass QR also increases access to other financial services, such as loans, by providing unbanked
customers with a financial history. Launched in Nigeria, the initiative has drawn support from local
banks; together with Ecobank, the leading pan-African bank, Mastercard plans to serve 100 million
Africans using this technology by the end of 2020.'* For a more detailed discussion of financial
technology in SSA, see case study 7.2 in chapter 7.

Digital currencies are likely to see high adoption rates in SSA due to the lack of financial infrastructure in
the region. In SSA, digital currencies may be seen by firms and individuals as a solution to national
currency fluctuations, regulatory barriers, and higher-cost alternatives.* Many residents of SSA
countries are already adopting cryptocurrencies, a type of digital currency. Facing hyperinflation,
residents of Zimbabwe use bitcoin priced at a premium compared to world prices to settle local
transactions, even though bitcoin has been illegal in Zimbabwe since 2018.%¢ Botswana, Ghana, Kenya,
Nigeria, and South Africa represent the other main bitcoin economies in SSA; all but Botswana
experienced over 5 percent inflation in 2016 and 2017.%#

Political and Regulatory Environment

Several SSA countries have opened their financial sectors to foreign firms in recent years, permitting
more U.S. involvement in the region.* As a result, an increasing number of large U.S. banks are seeking
banking licenses or establishing subsidiaries throughout SSA, such as JPMorgan Chase in Ghana and
Kenya.* Further, the African Continental Free Trade Area (AfCFTA) explicitly aims to unify standards
and improve oversight in African financial services markets, which may encourage further involvement
by U.S. firms.>® The agreement includes basic commitments on financial services as well as on

142 Forden, “Mobile Money in Kenya,” June 2015; Agade, “Africa Urged to Leverage on Digital Technologies,” July
16, 2019.

143 Quick Response (QR) codes are two-dimensional bar codes that encode information. Customers scan the
printed code with their mobile device to pay. Mastercard, “Masterpass QR: Collect E-payment without POS
Terminal” (accessed November 13, 2019); Mobile Payments Today, “MasterCard Launches Masterpass QR
Facebook Bot,” March 5, 2018.

144 Monehin, “Is Africa’s Financial Industry Ripe for Digital Disruption?” May 4, 2017; Sow, “Africa in the News: JP
Morgan Chase Plans,” January 26, 2018; Mastercard, “Mastercard Uses Facebook Messenger to Help,” February
28, 2018; Mastercard, “Mastercard Acquires Oltio to Accelerate Digital Payments Adoption,” March 6, 2018.

145 AP, “Will Facebook’s Libra Become the Go-To Payment System?” June 28, 2019.

146 Karombo, “Zimbabwe Banned the US Dollar,” July 10, 2019; Karombo, “Regulators Have Blown Up Bitcoin
Trade,” May 15, 2018.

147 Rao, “Africa Could Be the Next Frontier for Cryptocurrency,” April-July 2018; IMF, “Inflation Rate, Average
Consumer Prices,” in World Economic Outlook, October 2019.

148 Wilson, “Ethiopia Takes First Step towards Liberalizing Finance Sector,” August 8, 2019.

149 White, “JPMorgan Plans Expansion into Ghana and Kenya,” January 24, 2018.

150 UNCTAD, “African Continental Free Trade Area: Policy,” 2016; African Union, Agreement Establishing the
African Continental Free Trade Area (accessed August 12, 2019). For a more detailed discussion the AfCFTA, see
chapter 8.
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transportation, communication, tourism, and business services, which one industry representative
noted are sectors in which many U.S. firms face restrictions. > While risks from political and economic
instability remain, recent commitments to economic reform suggest future opportunities. 1>?

Air Transport Services

Air transport services include passenger transport, freight transport, and airport services. U.S. passenger
transport services exports occur whenever U.S. airlines transport foreign residents to and from the
United States or between two foreign countries. U.S. exports of air freight services occur when U.S.
carriers transport foreign goods between the United States and foreign countries or between two
foreign ports. Finally, U.S. exports of airport services encompass the value of goods and services—such
as aircraft handling and terminal services, among others—procured by foreign airlines at U.S. airports. >

Overview of U.S. Exports

In 2018, U.S. exports of air transport services to South Africa accounted for $426 million, up from $377
million in 2016 (table 2.14).>* South Africa and Nigeria, the only two SSA countries for which BEA
provides discrete data on U.S. cross-border services trade, respectively accounted for 31.0 percent and
23.6 percent of U.S. exports of air transport services to Africa in 2018. Between 2016 and 2018, U.S.
exports of air transport services to Africa grew at a CAGR of 6.6 percent, which is tracked closely by the
growth in U.S. exports of air transport services to South Africa. Passenger services accounted for the
majority of such exports (71.5 percent, or $982 million) in 2018, followed by freight services (17.8
percent) and airport services (10.7 percent) (figure 2.1).

151 USITC, hearing transcript, July 24, 2019, 210 (testimony of Stephen Simchak, American Property Casualty
Insurance Association), 243 (Stephen Lande, Manchester Trade Limited, Inc.).

152 Munshi, “Nigeria’s President Unveils New Cabinet,” August 21, 2019; Cotteril, “Zimbabwe Strikes Milestone IMF
Deal,” May 31, 2019; Henderson, “JPMorgan Hiring in Africa,” July 17, 2019; Sow, “Africa in the News: JP Morgan
Chase Plans Africa Expansion,” January 26, 2018; USITC, hearing transcript, July 24, 2019, 210 (testimony of
Stephen Simchak, American Property Casualty Insurance Association), 363 (Laird Treiber, Corporate Council on
Africa).

153 USDOC, BEA, U.S. International Economic Accounts: Concepts and Methods, September 2014.

154 USDOC, BEA, International Services Tables, table 2.2 (accessed August 8, 2019).
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Table 2.14 U.S. exports of air transport services to Africa and to selected SSA countries

Compound annual
Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million $ %

Africa 1,210 1,303 1,374 164 6.6
Nigeria 312 323 325 13 2.1
South Africa 377 427 426 49 6.3
All other Africa 521 553 623 102 9.4

Source: USDOC, BEA, International Services Tables, table 2.2 (accessed August 8, 2019).
Figure 2.1 Air transport services: U.S. exports to Africa 2016—18, by category
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Source: USDOC, BEA, International Services Tables, table 2.2 (accessed August 8, 2019).
Notes: Due to rounding, figures may not add up to totals shown. See appendix table 1.1 for a tabular presentation of the data in this figure.

While the value of air transport services increased, data from the Bureau of Transportation Statistics
(BTS) of the U.S. Department of Transportation on the number of passengers traveling on U.S. air
carriers to five SSA countries—Angola, Ghana, Nigeria, Senegal, and South Africa—decreased. These
data indicate that the number of passengers traveling on U.S. carriers to these SSA countries decreased
by less than 1.2 percent during 2016-18, from 224,121 to 218,940. Overall, travel to these destination
countries accounted for only 0.2 percent of total passengers transported abroad by U.S. airlines in 2018.
Among these countries, South Africa is the leading destination for passengers on U.S. airlines traveling
to the region, with 92,050 passengers (or 42.0 percent of the total) in 2018 (table 2.15).°

155 UsDOT, BTS, “T-100 International Market (U.S. Carriers Only) Report” (accessed August 23, 2019).
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Table 2.15 Number of international passengers to selected SSA countries transported by U.S. carriers,
2016-18

Compound annual

Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Passengers, 1,000s %

South Africa 92 92 92 0.5 0.3
Nigeria 69 48 66 -2 -1.8
Ghana 39 40 42 3 3.8
Senegal 15 17 17 2 5.6
Angola 9 6 1 -8 -62.1

Source: USDOT, BTS, “T-100 International Market (U.S. Carriers Only) Report” (accessed August 23, 2019).
Note: Because data are available for only certain SSA countries, data for total SSA or Africa regions are unavailable.

The SSA market constitutes a very small and declining share of total U.S. air freight volumes. In 2018,
SSA accounted for only 3,191 tons of total U.S. air freight exports, down from 5,309 tons in 2016. In both
years, U.S. exports to SSA accounted for only 0.1 percent of total U.S. air freight volume exported to the
world. Among the countries for which discrete data are available, South Africa was the leading SSA
destination for air freight transported by U.S. carriers in 2018 with 2,239 tons, followed by Angola with
327 tons (table 2.16). Following the worldwide trend, the volume of freight transported to both of these
countries by U.S. carriers decreased overall during 2016-18.%%¢

Table 2.16 Freight volume transported by U.S. carriers to selected SSA countries, 201618
Absolute change Compound annual growth

Country 2016 2017 2018 2016-18 rate (CAGR) (2016-18)

Metric tons %
South Africa 2,443 2601 2,239 -204 -4.3
Angola 1,894 1,309 327 -1,567 -58.4
Nigeria 305 221 237 -68 -11.9
Niger 53 34 51 -2 -1.6
Ghana 22 10 39 17 311
Kenya 99 4 2 -97 -85.2

Source: USDOT, BTS, Air Cargo, “T-100 International Market (U.S. Carriers Only) Report” (accessed August 23, 2019).
Note: Converted to metric tons. Because data are available for only few SSA countries, data for total SSA or Africa regions are unavailable.

Key Factors Affecting U.S. Exports of Air Transport Services, 2016-
18

Low U.S. exports of air passenger transport services to SSA are a product of the small number of SSA
routes offered by U.S. airlines in 2017 and 2018. Delta Airlines was the only U.S. carrier providing direct
passenger flights to SSA, offering flights to Accra, Dakar, Lagos, and Johannesburg. United Airlines
discontinued its few remaining routes to the region in 2016. However, it reopened its nonstop route
from Newark Liberty Airport to Cape Town, in December 2019, and is now the only U.S. carrier offering a
direct route to that South African city.>’

156 YsDOT, BTS, “T-100 International Market (U.S. Carriers Only) Report” (accessed August 23, 2019).
157 Fox, “You Can Now Fly Nonstop from the U.S.,” December 17, 2019.
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U.S. air passenger exports to SSA are expected to grow due to Delta’s addition of three weekly flights to
Lagos, Nigeria, in 2018, after a three-year pause in service.®® This route has historically been an
important one for Delta, which was the largest U.S.-based airline to serve Lagos until 2015. Also, in
addition to its new route to Cape Town, United Airlines is planning to open a route that will serve Cabo
Verde, becoming the only U.S. carrier to do so. Nonetheless, despite planned expansion, U.S. carriers
find it difficult to compete in SSA, as the market is served principally by foreign carriers that fly from
international hubs in Europe and the Middle East.*®

While the volume of U.S. air freight transported to several SSA countries declined during 2016-18, the
value of U.S. air freight exports to Africa as a whole increased from 2016 to 2018, %° growing from $203
million in 2016 to $245 million in 2018 (9.9 percent CAGR).® Growth in the value of U.S. exports of air
freight transport services also occurred in countries such as South Africa and Nigeria. However, these
countries experienced a fall in freight volumes transported by U.S. carriers, which could indicate that the
value of goods transported by air has increased over the period. Additionally, Kenya and the United
States signed an amendment to the 2008 U.S.-Kenya Air Transport Agreement in February 2020, which
sources suggest could decrease costs for carriers and increase transport efficiency between the two

countries. %2

Travel Services

Overview of U.S. Exports

Data on trade in travel services reflects goods and services, such as food and lodging, purchased while
traveling abroad for personal, business, health, or education purposes. More specifically, U.S. exports of
travel services are goods and services purchased by foreign nationals while traveling in the United
States.® In 2018, U.S. exports of travel services exceeded $214 billion, of which exports to Africa
comprised $4.9 billion (or about 2 percent) (table 2.17).% Nigeria and South Africa, the only two SSA
countries for which BEA provides discrete data on U.S. cross-border services trade, respectively
accounted for 26.9 percent and 15.0 percent of U.S. exports of travel services to Africa in 2018.

158 Delta Air Lines, “More Access to Africa on Delta,” August 20, 2017; Mikairu, “Delta Launches Nonstop Flight
from Lagos,” April 10, 2018.

159 Dahir, “International Carriers Still Dominate,” August 27, 2019.

160 YsDOT, BTS, “T-100 International Market (U.S. Carriers Only) Report” (accessed August 23, 2019).

161 YSDOC, BEA, International Services Tables, table 2.2 (accessed August 8, 2019).

162 The amendment allows U.S. airlines carrying only cargo to fly from Kenya to a third country without needing to
stop in the United States. Olingo, “Kenya, US Sign Amended Air Cargo Agreement,” February 6, 2020; Vidija, “US,
Kenya Add All Cargo Rights to Air Transport Agreement,” February 6, 2020.

163 USDOC, BEA, U.S. International Economic Accounts: Concepts and Methods, September 2014.

164 USDOC, BEA, International Services Tables, table 2.2 (accessed August 8, 2019).
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Table 2.17 U.S. exports of travel services

Compound annual

Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million $ %

Africa 4,848 4,882 4,927 79 0.8
South Africa 670 705 739 69 5.1
Nigeria 1,327 1,362 1,326 -2 0.0
All other Africa 2,851 2,815 2,862 11 0.2

Source: USDOC, BEA, International Services Tables, table 2.2 (accessed August 8, 2019).
Note: Due to rounding, figures may not add up to totals shown.

A large portion of U.S. travel exports to SSA involves education-related travel. Nigeria was the 13th-
largest source of international students coming to the United States, and the only SSA country that
places in the top 25 countries. It accounted for 12,693 students, or 1.2 percent of total foreign students
in the United States in the 2017/2018 academic year. According to the Institute of International
Education, SSA as a whole sent a record number of students to the United States in 2017/2018, with
39,479 students studying in the United States, or 3.6 percent of the global total. This is a 4.6 percent
absolute increase from the previous academic year. %

Data on U.S. visa issuances provide further information about U.S. travel services exports. The U.S.
Department of State’s Bureau of Consular affairs estimated that between 2016 and 2018, more than 1.3
million total non-immigrant visas were issued to residents of SSA countries, peaking in 2017 at 515,434
visas. Of these, B-1/2 visas (short-term business and tourist visas) accounted for the largest share of
issuances at 80.9 percent in 2018, followed by F-1 visas (academic student visas) at 4.4 percent.6®
Nigeria and South Africa accounted for the largest shares of total U.S. non-immigrant visa issuances to
nationals of SSA countries in 2018, at 35.6 percent and 17.1 percent, respectively.

Key Factors Affecting U.S. Exports of Travel Services, 2016-18

In recent years, education-related travel has driven overall growth in U.S. travel services exports to SSA.
The United States attracts students from SSA due to its well-known educational institutions; !’ English
language instruction; and the possibility of finding work in the United States. Degrees from U.S.
universities are seen as providing an edge in competitive local job markets.'®® While exact data on SSA
enrollment by type of program are unavailable, bachelor’s and master’s degree programs account for
the second- and third-largest segments of the overall U.S. market for international students in higher

education.®®

165 Data on international students studying in the United States, including students from SSA countries, is published
by the Institute of International Education. Institute of International Education, “International Students by Place of
Origin, 2016/2017 and 2017/2018” (accessed November 14, 2019); Institute of International Education,
“International Students by Place of Origin, 2015/16 & 2016/17,” 2017 (accessed February 5, 2020).

166 SDOS, Bureau of Consular Affairs, Visa Statistics 2016, 2017, 2018 (accessed August 26, 2019).

187 Times Higher Education, “World University Rankings 2017” (accessed September 30, 2019).

168 Kazeem, “Only One in Four Nigerians Applying,” February 22, 2017.

169 Times Higher Education, “World University Rankings 2017” (accessed September 30, 2019).
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Enrollments of SSA students at U.S. educational institutions grew from 35,364 students in academic year
2016/20167 to 40,290 students in academic year 2018/2019 (6.7 percent CAGR).Y° This growth is
possibly due in part to promotional efforts, such as a government-led education trade mission to the
region in 2016 that included representatives from 25 U.S. colleges and universities.’*

Among SSA countries, Nigeria is the largest source of international students from SSA, accounting for
13,423 students in 2018/19, or 33.3 percent, with the number of students from Nigeria increasing
steadily in the three academic periods. The increase in student enrollment may be driven by local
pressures, such as underfunding of higher education centers, a large student population, and the
competitiveness of the local labor markets. 1”2

Figure 2.2 Number of enrolled students from selected SSA countries by academic year, 2016-19
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Source: Institute of International Education, “International Students by Place of Origin, 2016/2017 and 2017/2018” (accessed November 14,
2019); Institute of International Education, “International Students by Place of Origin, 2015/16 and 2016/17,” 2017 (accessed February 5,
2020).

Note: Due to rounding, figures may not add up to totals shown. See appendix table I.2 for a tabular presentation of the data in this figure.

170 |nstitute of International Education, “International Students by Place of Origin, 2016/2017 and 2017/2018”
(accessed November 14, 2019); Institute of International Education, “International Students by Place of Origin,
2015/16 and 2016/17,” 2017 (accessed February 5, 2020).

171 ysDOC, ITA, “Commerce Official to Lead Department’s First Ever Education Trade Mission to Africa,” March 2,
2016.

172 Kazeem, “Nigerians Are Spending Half A Billion Dollars,” November 25, 2019
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Chapter 3
U.S. Imports of Goods and Services
from SSA

Introduction

This chapter gives an overview of U.S. imports of goods and services from SSA countries for the period
2016-18. It identifies the sectors and SSA countries from which U.S. imports of goods and services have
increased the most by absolute value and examines the key factors behind their growth.

In the first part of the chapter, U.S. general import data for goods are presented at both the sector and
country levels, offering a broad overview of sectors and countries where the most growth accrued in
absolute value terms.'”3 This part includes a summary of the top six source markets and top six leading
growth sectors that account for substantial shares of U.S. imports of goods from SSA.* A separate
section provides an overview of the top four sectors” in which goods were imported to the United
States under the African Growth and Opportunity Act (AGOA), which includes goods imported under the
U.S. Generalized System of Preferences program (GSP).’® Next, sector profiles examine U.S. goods
imports from SSA that have increased the most during 2016—18 and describe the key factors behind this
growth.

The second part of the chapter identifies and discusses factors that have led to growth in U.S. imports of
certain service sectors—specifically travel, financial, and air transport services—from SSA countries.
These sectors were chosen for analysis because they are distinct industries that account for substantial
shares of U.S. cross-border services imports from Africa, and because U.S. imports of these services have
increased during the period.”’

173 Sectors that showed most growth in percentage change terms are profiled in appendix G.

174 Selected sectors and countries are responsible for over 90 percent of total change in absolute value of imports
from SSA in 2016-18.

175 Six sectors were initially selected for profiling. Two of these sectors—crude petroleum and ferroalloys—were
the leading growth sectors in imports from SSA, both in general and under AGOA. These two sectors are profiled in
the first section of this chapter and are not included in the section describing imports from SSA under AGOA.

176 AGOA expands on the GSP program by offering duty-free access to the U.S. market for all GSP-eligible products
from designated SSA countries and for other qualifying products beyond those eligible under the GSP program.
Therefore, data on U.S. imports under AGOA presented in this chapter also cover U.S. imports that entered under
the GSP program.

177 Disaggregated data on U.S. services imports from SSA overall, and on services imports from the vast majority of
individual SSA countries, are unavailable.
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Key Findings

The value of U.S. imports from SSA countries in 2016—18 rose by S5 billion, for a compound annual
growth rate (CAGR)”® of 11.5 percent. The majority of this increase was accounted for by crude
petroleum from Nigeria and precious metals and diamonds from South Africa. The value of U.S. imports
entered under the AGOA trade preference program also rose during this period. Crude petroleum from
Nigeria was the main driver behind the $2 billion (7.6 percent CAGR) increase in total U.S. imports,
accounting for 73.5 percent of the overall growth in U.S. imports under AGOA. The main reason for the
increase in the value of U.S. imports of crude petroleum from Nigeria during 2016—18 was the increase
in the price of crude petroleum; the volume of U.S. imports of these products from Nigeria actually fell
during the period, particularly in 2018.

In examining the reasons behind the growth in U.S. goods imports from SSA, several factors were found
to be important across multiple sectors.” These factors include AGOA eligibility, the presence of
foreign direct investment (FDI) in the sector, increased consumer demand from the United States,
expanded production capabilities, and cost advantages in production. In some sectors, a particular
factor was dominant. For example, foreign-domestic partnerships were particularly important in mining
sectors in Botswana and South Africa. AGOA eligibility was important in affecting relative production
cost advantages in manufacturing and mining. However, in the majority of sectors, the increases in U.S.
imports were due to a combination of factors, as well as to some sector-specific conditions, as described
below.

U.S. imports of private services from all African countries also increased overall during 2016—-18.
Especially notable were gains in financial, travel, and air transport services—prominent services
segments that represented roughly two-thirds of U.S. imports of private services from all of Africa in
2018. U.S. imports of private services from all African countries increased at a CAGR of 11.4 percent
during 2016-18, from $8 billion to $10 billion. 18

The gains in financial, travel, and air transport services reflected several positive trends in SSA. Both
investment activity and the increasing maturity of SSA financial markets contributed to increased U.S.
demand for financial services from local SSA institutions during the period. The travel services sector
accounted for the largest share (48.4 percent) of U.S. private services imports from Africa in 2017.8!
Recent improvements and refinements to tourism marketing campaigns that promoted the region’s
natural and cultural attractions to potential foreign visitors were key factors in the increase in U.S.
imports of travel services from SSA. This increase in U.S. travel services imports from SSA also
contributed to the recent increase in air transport services. In these three services segments, U.S.

178 Unless otherwise specified, growth is expressed in CAGR.

179 Countries included in tables for the fastest-growing U.S. imports in this chapter represent sources which are
either the largest or have been historically large sources of U.S. imports from SSA.

180 The Bureau of Economic Analysis (BEA) of the U.S. Department of Commerce does not publish data on U.S.
cross-border services trade with SSA, only Africa as a whole. Africa includes SSA as well as Egypt, Libya, Algeria,
Morocco, Tunisia, Western Sahara, and outlying islands. See USDOC, BEA, “Geographic Area Definitions,” n.d.
https://apps.bea.gov/international/bp web/geographic_area definitions.pdf (accessed August 8, 2019).

181 USDOC, BEA, International Services Tables, table 2.3 (October 19, 2018).
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imports from SSA will likely continue to grow due to increased economic development in SSA, improved
financial and traditional infrastructure, and the addition of air passenger flights between the regions.

U.S. Imports of Goods from SSA Countries

Fastest-growing U.S. Imports from SSA Countries

During 201618, the total value of U.S. goods imports from SSA increased by S5 billion (11.5 percent
CAGR). The largest growth was seen in the crude petroleum sector, where imports increased by 12.9
percent from $7 billion in 2016 to $9 billion in 2018.%8 This growth in imports was due to an increase in
value, given that crude petroleum prices rose over the period. Other U.S. imports from SSA also rose in
value, though the majority of increases were in a relatively small number of product groups (table 3.1)—
largely metals and gemstones. 83

Table 3.1 Fastest-growing U.S. general imports from SSA countries, by leading growth product, 2016-18

Compound annual
Absolute change growth rate (CAGR)

Product 2016 2017 2018 2016-18 2016-18
Million $ %
Total from SSA 20,160 24,857 25,075 4,915 11.5
Crude petroleum?® 7,258 10,160 9,252 1,994 12.9
Precious metals and non- 1,501 2,086 2,443 941 27.6
numismatic coins
Natural and synthetic 1,482 1,856 2,273 792 23.9
gemstones
Spices 242 436 542 300 49.7
Ferroalloys® 346 680 597 251 31.3
Certain ores, concentrates, ash, 484 597 717 232 21.7
and residues
All other products 8,847 9,042 9,252 405 2.3

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Note: Due to rounding, figures may not add up to totals shown. These merchandise sectors, known as “digest” sectors, are defined by the
Commission. Each USITC digest sector encompasses a number of 8-digit subheadings in the Harmonized Tariff Schedule of the United States
(HTS), which classifies tradable goods. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S. Merchandise
Trade 2015, September 2016. https://www.usitc.gov/sites/default/files/research _and analysis/tradeshifts/2015/d3/digest hts8 dir -
final.pdf.

2 Most, but not all, imports of crude petroleum and ferroalloys from SSA entered under the African Growth and Opportunity Act (AGOA).
Totals in this table represent all imports from SSA.

This chapter profiles six leading growth sectors of U.S. imports of goods from SSA by absolute value
(table 3.1).

182 JSITC DataWeb/USDOC, Harmonized Tariff Schedule of the United States (HTS) digest EPO05 (accessed July 2,
2019).

183 Sectors shown in table 3.1 and discussed in this chapter are based on USITC digest sectors (see note to table
3.1). For details about each digest sector, see the product-specific sections of this chapter.
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Top Growth Markets for U.S. Imports from SSA

During 2016-18, South Africa and Nigeria were the two SSA countries from which U.S. imports of goods
increased the most in absolute value terms (table 3.2).

Table 3.2 U.S. general imports from SSA countries, by leading source markets, 201618

Compound annual

Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million $ %

Total from SSA 20,160 24,857 25,075 4,195 11.5
South Africa 6,784 7,735 8,468 1,683 11.7
Nigeria 4,172 7,050 5,617 1,444 16.0
Madagascar 846 743 892 446 4.2
Equatorial Guinea 193 356 580 387 73.2
Republic of the Congo 132 128 433 301 81.0
Ghana 321 750 581 260 34.5
All other SSA 8,112 8,065 8,506 394 4.9

Source: USITC DataWeb/USDOC (accessed July 9, 2019).
Note: Due to rounding, figures may not add up to totals shown.

The increase in the value of U.S. imports from South Africa was driven primarily by imports of precious
metals and non-numismatic coins, as well as natural and synthetic gemstones. Imports of precious
metals and non-numismatic coins increased by $941 million in 2016—18; imports of natural and
synthetic gemstones increased by $792 million during the same period. The main reasons behind the
growth in the value of imports of precious metals and non-numismatic coins were (1) domestic industry
restructuring in South Africa that increased the efficiency and production capacity of South African
metal refineries, and (2) stable growth in demand from the U.S. downstream consuming industries.
Growth in value of imports of natural and synthetic gemstones was driven by an increase in demand for
diamonds in the United States, the largest consumption market for diamonds in the world. 8

The growth of U.S. imports from Nigeria was driven by an increase in the value of imports of crude
petroleum and fertilizers, which rose by $1,347 million and $36 million, respectively, in 2016—18. As
noted above, U.S. imports of petroleum products increased in value, but declined in terms of volume.
This was largely due to an increase in world prices for crude petroleum.

Other countries from which U.S. imports of goods increased by relatively large amounts were
Madagascar, Equatorial Guinea, the Republic of the Congo, and Ghana. Imports from these countries
were in multiple product groups, but no product stood out as single largest factor in the increase in
imports from any of those source countries. Table 3.3 presents two leading growth products, in terms of
absolute value change, for each country.

184 De Beers, The Diamond Insight Report 2018, September 13, 2018, 5.
185 For detailed discussion of increases in world price of crude petroleum, see the section profiling imports of crude
petroleum in this chapter.
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Table 3.3 Top growth products, by leading source markets, 2016—18

Source country Leading growth products
South Africa Precious metals and non-numismatic coins
Natural and synthetic gemstones
Nigeria Crude petroleum
Fertilizers
Madagascar Spices
Apparel
Equatorial Guinea Certain organic chemicals
Crude petroleum
Republic of the Congo Crude petroleum
Petroleum products
Ghana Crude petroleum

Natural rubber

Source: USITC DataWeb/USDOC (accessed July 9, 2019).
Note: Leading growth products are defined at the digest sector level.

U.S. Imports of Goods under AGOA

The AGOA program offers trade preferences to designated SSA countries, improving the
competitiveness of designated SSA suppliers relative to third countries.® Data on imports under AGOA
inform the selection of sectors profiled in this chapter. U.S. imports from SSA under AGOA increased in
terms of both dollar value and percentage change. Sectors that grew most by value were certain
petroleum products, miscellaneous inorganic chemicals, ferroalloys, apparel, and edible nuts (table
3.4).%® Table 3.5 lists the leading source markets for U.S. imports for consumption under AGOA.

Growth in the value of U.S. imports from SSA of crude petroleum and petroleum products was primarily
driven by an increase in prices. The increase in imports of ferroalloys was primarily due to higher
demand for this product group by U.S. steel producers. By contrast, the increase in imports of apparel
from SSA was driven by supply factors.

186 For a detailed overview of the AGOA program, see USITC, U.S. Trade and Investment with Sub-Saharan Africa,
April 2018, and USITC, The Year in Trade 2018, October 2019. The GSP program also offers many SSA countries
trade preferences on eligible products. As described in the sector profiles below, some SSA exporters may choose
to use preferences under GSP rather than AGOA for certain products.

187 Crude petroleum and ferroalloys were the two leading growth sectors in imports from SSA under AGOA and two
of the leading growth sectors in imports from SSA in general. These two sectors are profiled in the first section of
this chapter and are not included in the section describing imports from SSA under AGOA.
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Table 3.4 U.S. imports for consumption under AGOA, by leading growth product, in terms of absolute
change 2016-18

Compound annual
Absolute change growth rate (CAGR)

Product 2016 2017 2018 2016-18 2016-18
Million S %
Total 10,444 13,650 12,100 1,657 7.6
Crude petroleum?® 5,912 8,879 7,654 1,742 13.8
Ferroalloys® 335 646 586 252 32.3
Apparel 1,010 1,033 1,218 209 9.9
Miscellaneous inorganic 109 113 204 95 36.8
chemicals
Petroleum products 239 353 320 81 15.6
Edible nuts 99 125 163 64 28.2
All other products 2,740 2,501 1,954 -786 -15.5

Source: USITC DataWeb/USDOC (accessed July 9, 2019).

Note: Due to rounding, figures may not add up to totals shown. These merchandise sectors, known as “digest” sectors, are defined by the
Commission. Each USITC digest sector encompasses a number of related 8-digit subheadings in the Harmonized Tariff Schedule of the United
States (HTS), which classifies tradable goods. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S.
Merchandise Trade 2015, September 2016, https://www.usitc.gov/sites/default/files/research and analysis/tradeshifts/2015/d3
/digest_hts8 dir_-final.pdf.

2 Most imports of crude petroleum and ferroalloys from SSA entered under the African Growth and Opportunity Act (AGOA), but not all. Totals
in this table represent imports under AGOA.

Table 3.5 U.S. imports for consumption under the African Growth and Opportunity Act (AGOA), by
leading source market, 2016-18

Compound annual
Absolute change growth rate (CAGR)

Country 2016 2017 2018 2016-18 2016-18
Million $ %

Total SSA 10,444 13,650 12,100 1,657 7.6
Nigeria 3,184 5,816 4,361 1,177 17.0
Ghana 66 345 357 291 132.1
Republic of the Congo 63 80 277 214 109.5
Cote d’lvoire 71 103 219 148 75.8
Madagascar 97 156 194 97 41.4
Ethiopia 69 93 159 90 51.6
All other SSA 6,893 7,058 6,534 -359 -5.2

Source: USITC DataWeb/USDOC (accessed July 9, 2019).
Note: Due to rounding, figures may not add up to totals shown.

The following section profiles each of the top six product groups in terms of the absolute growth of U.S.
imports from SSA during 2016—18 (table 3.1). It also profiles the top six growth products in value terms
on U.S. imports under AGOA during 2016-18 (table 3.4).
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Fastest-growing U.S. Imports of Goods from
SSA Countries

Crude Petroleum

Crude petroleum is a naturally occurring liquid mixture of hydrocarbons, formed from fossilized plants
and animals and found in underground pools or reservoirs; in spaces within sedimentary rocks; and in
mixtures of sand, clay, and water near the surface (as oil sands). ! Crude petroleum is consumed by
petroleum refineries, which process the crude into finished products such as motor gasoline and diesel,
as well as into intermediate goods used as inputs for petrochemical and plastics manufacturing.

Overview of U.S. Imports

The value of U.S. crude petroleum imports from SSA increased by S2 billion to $9 billion (a 12.9 percent
CAGR) from 2016 to 2018 (table 3.6). However, this increase reflects the near doubling of the world
price for crude petroleum during the period; the volume of U.S. imports from 2016 to 2018 actually
declined substantially. U.S. imports from SSA increased in volume from 2016 to 2017, but then
decreased substantially from 2017 to 2018. Most U.S. imports of crude petroleum from SSA between
2016 and 2018 received AGOA preferential treatment (i.e., entered duty free). However, the U.S.
“normal trade relations” (NTR) rates for crude petroleum imports are already very low, ranging from 5.3
cents to 10.5 cents per barrel.’®® This low duty rate means that benefits from AGOA preferences for U.S.
imports of crude petroleum from SSA are relatively small, and some traders may not find them worth
the additional paperwork.

In 2018, U.S. imports for consumption of crude petroleum from SSA under AGOA were nearly $8 billion,
an increase of about $2 billion (13.8 percent CAGR) from 2016. In 2018, about 88 percent of crude
petroleum imported from SSA entered the United States under the AGOA program.

188 E|A, “Oil: Crude and Petroleum Products Explained,” May 23, 2019.

189 NTR tariffs are the duties that countries charge on imports from other members of the WTO, unless the other
country is part of a preferential trade agreement. (They are called most-favored-nation, or MFN, tariffs outside the
United States.) For crude petroleum, the NTR rate for U.S. imports from SSA averaged less than 0.2 percent ad
valorem between 2016 and 2018. USITC DataWeb/USDOC, HS heading 2709 (accessed September 23, 2019). “HS”
stands for the Harmonized Commodity Description and Coding System, an international system for classifying
traded products. “Ad valorem” is a rate of duty expressed as a percentage of the appraised customs value of the
imported good; the actual tariff may be levied in other terms, such as dollars per ton.
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Table 3.6 Crude petroleum: U.S. general imports from SSA and selected SSA countries, 2016—-18

Compound annual

Absolute change growth rate (CAGR)

Product and source country 2016 2017 2018 2016-18 2016-18
Million S %

Total SSA 7,258 10,160 9,252 1,994 12.9
Nigeria 3,655 6,313 5,003 1,347 17.0
Angola 2,442 2,402 2,420 -22 -0.5
All other SSA 1,160 1,445 1,829 669 25.6

Source: USITC DataWeb/USDOC (accessed July 23, 2019). All crude petroleum is in digest EPO4 and enters under HTS 2709.
Note: Due to rounding, figures may not add up to totals shown.

Key Factors Affecting U.S. Imports, 2016-18

The volume of U.S. imports of crude petroleum from SSA fell by 40 million barrels (-12.7 percent CAGR)
from 2016 to 2018 from 170 million barrels to 129 million barrels; these imports increased in volume in
2017 but then fell in 2018 below 2016 levels. The net decline in imports was driven by a 26-million-
barrel drop in U.S. crude imports from Angola.*®® U.S. crude imports from Nigeria also declined in
volume by 9 million barrels. ! The decline in the volume of U.S. crude petroleum imports from SSA
reflected an overall reduction in U.S. imports in 2018, as well as lower crude petroleum production in
Angola. U.S. crude petroleum imports from all countries declined in volume by 120 million barrels (2.2
percent CAGR) from 2016 to 2018.%%2 However, imports from SSA comprised a disproportionately large
share of the decline. Angola’s output fell by about 92 million barrels (-7.6 percent CAGR) from 2016 to
2018, as foreign investment dropped in response to lower crude prices and production from existing
projects declined.'®®* Meanwhile, Nigerian crude continued to be displaced in the U.S. market by rising
levels of domestically produced crude petroleum with similar chemical properties.*

As mentioned above, the net increase in import value from 2016 to 2018 primarily reflects a large
increase in average crude petroleum prices over the period. Prices for crude petroleum were relatively
low in 2016, with the main international benchmark (Brent) averaging just $44 per barrel. The average
spot price for Brent rose to $71 in 2018 (a 63.5 percent increase).'®® The rise in prices was largely due to
a tighter global supply, resulting from three factors in particular: an agreement in late 2016 led by
members of the Organization of the Petroleum Exporting Countries (OPEC) to jointly reduce petroleum
output; the United States’ reimposing sanctions on Iranian exports in 2018; and accelerating production
declines in Venezuela in 2018.%% Moderate increases in global demand over the period also pushed

190 YSITC DataWeb/USDOC, HS heading 2709 (accessed March 17, 2020).

181 YSITC DataWeb/USDOC, HS heading 2709 (accessed July 25, 2019).

192 USITC DataWeb/USDOC, HS heading 2709 (accessed August 12, 2019).

193 Angola’s crude petroleum resources are relatively expensive to develop and have relatively steep declines in
production rates, increasing the impact of the 2014 drop in crude prices. Smith, “Discoveries Boost Angola
Upstream Mood,” August 27, 2019.

194 OPEC, “Table 3.5” June 3, 2019; Browning, “Squeezed by U.S. Shale,” April 8, 2019.

195 EIA, “Spot Prices” (accessed July 25, 2019).

1% The United States announced in May 2018 that it would re-impose sanctions on Iranian crude petroleum
exports in November 2018, but issued six-month waivers to China, India, South Korea, Japan, Turkey, Taiwan,
Greece, and lItaly; the waivers expired on May 1, 2019. EIA, “Crude Qil Prices Increased in 2017,” January 3, 2018;
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prices higher. Eventually, growth in U.S. production more than offset the OPEC-led cuts and the declines
in Iran and Venezuela, but it was concentrated in the second half of 2018 (after prices had already risen
considerably).’

Precious Metals and Non-numismatic Coins

Products in this group include silver, gold, and the platinum-group metals (PGMs)—platinum, palladium,
iridium, rhodium, ruthenium, and osmium. Precious metals are traded in unrefined forms (gold and
silver dorés and PGM mattes), in refined unwrought forms (bullion, grains, and minted bars), in semi-
manufactured forms (leaf, wire, etc.), as waste and scrap, and as non-numismatic (investment or non-
collectable) coins.

Overview of U.S. Imports

Most of the precious metals imported into the United States from SSA%® are PGMs and gold,
predominantly from South Africa (table 3.7). South Africa is the world’s leading PGM producer*>® and
still a significant gold producer, despite declining gold mine output in recent years.?® During 2016-18,
U.S. PGM imports from SSA increased by $863 million and gold imports by $106 million, although they
recorded similar CAGRs of 29.2 percent for PGMs and 29.9 percent for gold.

199

Lynch, “What Happened to Oil Prices in 2018?” January 2, 2019; Wadhams, “U.S. Says No Change in Plans,” May
30, 2019.

197 production from Venezuela, Iran, and countries participating in the OPEC-led cuts between 2016 and 2018
declined by about 1.9 million barrels per day, while U.S. production grew by 2.2 million barrels per day. OPEC
“Table 3.5,” June 3, 2019; EIA, “Crude Oil Production” (accessed December 3, 2019).

198 Because precious metals enter the U.S. market either free of duty or with minimal duty rates for certain semi-
manufactured forms of gold and silver, SSA countries did not rely on the AGOA or GSP programs during 2016-18.
199 South Africa accounted for 91.3 percent of the world’s identified PGM mine reserves in 2016-18. Singerling,
“Platinum-Group Metals,” February 2019, 125; Loferski, “Platinum-Group Metals,” January 2018 and January 2017,
125.

200 George, “Gold,” February 2019 and January 2018, 71. See also table 3.9.
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Table 3.7 Precious metals and non-numismatic coins: U.S. general imports from SSA and selected SSA
countries, 2016-18

Compound annual

Absolute change growth rate (CAGR)
Product and source country 2016 2017 2018 2016-18 2016-18
Million S %
Precious metals and non- 1,501 2,086 2,443 941 27.6
numismatic coins
Platinum-group metals 1,291 1,961 2,154 863 29.2
South Africa 1,291 1,961 2,154 863 29.2
All other SSA Q)] () () () -40.4
Gold 154 51 260 106 29.9
South Africa 142 41 253 111 33.6
Ghana 11 8 4 -7 -38.2
All other SSA 1 2 2 1 56.2
All other products® 57 74 29 -28 -28.5

Source: USITC DataWeb/USDOC (accessed July 2, 2019). All precious metals and non-numismatic coins are in digest MM020. Platinum-group
metals enter under HTS 7110.11.0010, 7110.11.0020, 7110.11.0050, 7110.19.0000, 7110.21.0000, 7110.29.0000, 7110.31.0000, 7110.39.0000,
7110.41.0010, 7110.41.0020, 7110.41.0030, 7110.41.0050, 7110.49.0010, 7110.49.0050, and 7111.00.0000, and gold enters under HTS
7108.11.0000, 7108.12.1013, 7108.12.1017, 7108.12.1020, 7108.12.5010, 7108.12.5050, 7108.13.1000, 7108.13.5500, 7108.13.7000,
7108.20.000, and 7109.00.00.

Note: Due to rounding, figures may not add up to totals shown.

2 Less than $500,000.

b Predominantly non-numismatic coins from South Africa.

Key Factors Affecting U.S. Imports, 2016-18

Despite increased PGM output in 2016-18 from two operating domestic mines, the United States
remained highly dependent on imports to meet its PGM consumption needs.?°! North American
consumption remained relatively steady for platinum but fell for palladium during 2016-18, despite
increased demand associated with automotive emissions-control catalysts (autocatalysts),?°? the
predominant end-use application for PGMs. 2% The quantity of U.S. PGM imports from SSA in unwrought
forms rose, while those of semi-manufactured forms fell. Rising prices for palladium, rhodium, iridium,
and ruthenium more than offset declining prices for platinum and augmented the values of the overall
increased quantities imported.2%*

Increased U.S. imports of PGMs from SSA were also likely driven in part by the integrated value chain of
major SSA producers of PGMs. Downstream consuming industries (particularly autocatalyst

201 For example, annual U.S. net import reliance, as a share of apparent domestic consumption, rose from 66
percent to 73 percent for platinum but fell from 53 percent to 33 percent for palladium during 2016-18, in part
because mined domestic PGM ores contained 3.4 times more palladium than platinum. Singerling, “Platinum-
Group Metals,” February 2019, 124-25; Loferski, “Platinum-Group Metals,” January 2018 and January 2017, 124—
25.

202 For further information about South Africa’s crucial role as a supplier of PGMs to the motor vehicle value chain,
see box 4.1 on catalytic converters in chapter 4.

203 During 2016-18, 30.1-32.8 percent of all platinum and 84.4-88.0 percent of all palladium consumed in North
America were used for manufacturing autocatalysts. Cowley, PGM Market Report, May 2019, 36, 40.

204 | BMA, Precious Metals Prices database (accessed June 18, 2019); Singerling, “Platinum-Group Metals,”
February 2019, 124; Singerling, “Platinum-Group Metals in January 2019,” April 2019, 3.
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manufacturers) > consider availability as important as, or even more important than, price for PGMs. 2%

South Africa is a critical link in the global supply chain supplying refined PGMs in the various required
forms. Three major South African PGM producers are fully integrated from mining through fabrication
and marketing, operating PGM refineries for their own mined output and that of less integrated
domestic and foreign producers that mine and smelt PGMs. 2%’

Also contributing to increased U.S. imports of PGMs from SSA were the ongoing corporate restructuring
efforts that preserved and even enhanced the South African precious-metals industry’s ability to supply
PGMs. South Africa-based Sibanye Gold Ltd. evolved from solely a gold producer by acquiring PGM
producers to diversify itself into a leading precious-metals firm—Sibanye-Stillwater—with multinational
operations in both gold and PGMs. 2% Since 2016, Sibanye has acquired several South African PGM
producers, including Aquarius Platinum Ltd. (in April 2016),%% Rustenburg Platinum Mines (in November
2016),2%° and cash-strapped Lonmin Plc (acquisition announced in December 2017 and completed in
June 2019).2!* Moreover, Sibanye’s acquisition of Colorado-based Stillwater Mining Co. (in May 2017)
created a direct corporate relationship between the South African and U.S. PGM mining industries. 22

The United States will likely continue importing PGMs from SSA due to several factors: (1) South Africa’s
predominance as the world’s largest PGM supplier, (2) the insufficiency of U.S. mine and scrap-recovery
output to meet U.S. domestic consumption requirements, (3) consuming industries’ long-standing
reliance on South Africa’s participation in the U.S. PGM supply chain, and (4) the recently formed
corporate ties between the U.S. and South African PGM industries.

The increase in U.S. imports of gold from SSA from 2016 to 2018 was driven by a combination of
demand and supply factors. After a slight downturn in 2016 from the previous year’s level, U.S. gold
consumption resumed growing. In 2017, rising gold consumption was driven by more robust demand for
high-end jewelry, while both lower-carat, mass-market jewelry and high-end jewelry were in demand in
2018.21 The United States imported larger quantities of gold from SSA over this period which, combined
with a slight price rise, drove the increase in import values (tables 3.8 and 3.9).

205 South Africa also produces autocatalysts. For further information, see box 4.1 on catalytic converters in chapter
4 in this report.

206 WPIC, “Palladium Premium Indicates Platinum Opportunity,” October 2018.

207 These three producers—Anglo American Platinum Ltd., Impala Platinum Ltd., and Lonmin Plc—sell refined
PGMs in both unwrought and semi-manufactured forms. IPGMA, “Member Companies" (accessed September 16,
2019).

208 Cornish, “Sibanye-Stillwater: Grounded in Gold, Flourishing in PGMs,” September 2019; Shabalala and Stoddard,
“South Africa's Sibanye-Stillwater to Be No. 2,” December 14, 2017.

209 Gilroy, “What’s Next for Sibanye?” April 28, 2016; Sibanye-Stillwater, “Mimosa” (accessed September 17, 2019).
210 Mining Review Africa, “Sibanye’s Acquisition of Rustenburg Operations,” October 19, 2016.

211 e-NCA. “Sibanye-Stillwater to Acquire Lonmin,” December 14, 2017; Shabalala and Stoddard, “South Africa's
Sibanye-Stillwater to Be No. 2,” December 14, 2017.

212 stillwater, “Stillwater Mining Company Announces Completion of Acquisition,” May 4, 2017; Volz, “South
African Company Acquires Stillwater Mining Co.,” May 4, 2017.

213 \WGC, “Gold Demand Trends: Full Year and Q4 2018,” January 31, 2019, 5; “Gold Demand Trends Full Year
2017,” February 6, 2018, 5; “Gold Demand Trends Full Year 2016,” February 3, 2017, 5.
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The increase in U.S. imports of gold from SSA was also driven by the alliance of South Africa’s jointly
owned Rand Refinery?'* and U.S.-based Dillion Gage Group Inc., which allows Rand to sell its gold bullion
bars directly into the U.S. market.?*> As the world’s largest gold refinery and the only such facility
located on the African continent, Rand processes and markets gold originating from both domestic and
foreign mines, including those located in other SSA countries.?®

However, U.S. imports of refined gold do not necessarily originate in SSA to the same degree in any
given year. One reason for this is that South African gold output has been declining since the early
1990s,2Y” a decline that continues to the present day. An even more important reason is the highly
diversified and shifting set of global trade patterns among major mines, refineries, fabricators,
commodity exchange warehouses, investment funds, central banks, and others.

Natural and Synthetic Gemstones

Products in this group include natural and cultured pearls, industrial and gem-quality diamonds, colored
precious gemstones, semiprecious gemstones, and synthetic or reconstructed gemstones.

Overview of U.S. Imports

U.S. imports of natural and synthetic gemstones from SSA grew at a CAGR of 23.9 percent from 2016 to
2018 (table 3.8). Gem-quality and industrial diamonds, whether or not worked (cut or polished), but not
mounted or set, were the predominant gemstones imported into the United States from SSA countries
in 2016-18, making up 90.7-93.8 percent of all U.S. gemstone imports in this period.?!® Angola,
Botswana, Lesotho, Namibia, and South Africa together accounted for 95.5 percent of all U.S. diamond
imports from SSA in 2018. Among them, the highest CAGRs were recorded by Lesotho (171.3 percent)
and Namibia (65.9 percent) during 2016-18.

214 The joint owners are Anglo Gold Ashanti Ltd., DRDGOLD Ltd., Gold Fields, Harmony Gold Mining Co., and
Sibanye-Stillwater Ltd. Rand Refinery, “About Us” (accessed September 16, 2019).

215 BusinessReport, “Rand Refinery in Deal to Sell Gold in US,” May 16, 2013.

216 Rand Refinery, “Services” (accessed September 16, 2019).

217 South African mined gold output fell in each successive year since the peak output level of 619 metric tons in
1993 down to an estimated 120 metric tons by 2018. George, “Gold,” January 2016 to February 2019; Amey,
“Gold,” January 1998 to January 2005; Sehnke, “Gold,” January 1996 to February 1997; Van Oss and Mobbs, “The
Mineral Industry of South Africa,” 1993, 157, table 1, “South Africa: Output of Mineral Commodities.”

218 Diamonds enter the U.S. market free of duty, so it is the SSA exporters of certain dutiable colored gemstones
that benefit from the AGOA and GSP programs for duty-free access to the U.S. market.
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Table 3.8 Natural and synthetic gemstones: U.S. general imports from SSA and selected SSA countries,
2016-18

Compound
Absolute annual growth
change rate (CAGR)

Product and source country 2016 2017 2018 2016-18 2016-18
Million $ %

Natural and synthetic gemstones 1,482 1,856 2,273 792 23.9
Diamonds 1,379 1,682 2,133 754 24.4
South Africa 559 601 1,183 624 455
Lesotho 13 16 98 85 171.3
Namibia 36 68 99 63 65.9
Botswana 418 761 459 41 4.8
Angola 233 136 198 -35 -7.7
All other SSA 121 100 96 -25 -10.8
All other products 102 173 140 38 17.1

Source: USITC DataWeb/USDOC (accessed July 2, 2019). All products are in digest MM019. Diamonds enter under HTS 7102.10.0000,
7102.21.1010, 7102.21.1020, 7102.21.3000, 7102.21.4000, 7102.29.0010, 7102.29.0020, 7102.29.0050, 7102.31.0000, 7102.39.0010, and
7102.39.0050.

Note: Due to rounding, figures may not add up to totals shown.

Key Factors Affecting U.S. Imports, 2016-18

The increase in U.S. imports of diamonds from SSA is driven in part by an increase in consumer demand
from the United States, the largest diamond-consuming market in the world?*® (with a 48 percent global
share in 2017)%%° and a major processing and trading center for gemstones. The lack of any notable
domestically mined diamond resources renders the U.S. market almost entirely dependent upon foreign
sources for gem-quality diamonds.2?! U.S. retail sales of precious jewelry, including diamond jewelry,
grew each successive year since the 2008-09 recession.??? The decline in unit values??® exerted a lesser
impact than the rise in quantities on the increasing value of U.S. imports during 2016—18. Greater shares
of higher-priced, larger-size (weighing more than 0.5 carat) diamonds from SSA also contributed to
increased value of U.S. imports of diamonds from SSA over this period.

SSA is a leading producer of diamonds, especially from large-scale, low-cost, long-life mines. SSA
diamond output rose at a CAGR of 3.7 percent, from 37 million carats in 2016 to 40 million carats in
2018.%%* Botswana is the largest source of diamonds within the region, with production of higher unit-

219 USITC, hearing transcript, July 24, 2019, 320 (Tiffany Stevens, The Jewelers Vigilance Committee).

220 De Beers, The Diamond Insight Report 2018, September 13, 2018, 5.

221 Dpomestic production consists predominantly of semiprecious and synthetic gemstones. U.S. annual net import
reliance (imports less exports including re-exports) as a share of apparent consumption was 99 percent across all
gemstones in 2016-18. Olson, “Gemstones,” February 2019, 66.

222 Golan, “The US Jewelry Market Is Much Smaller Than You Think,” September 4, 2018; Rapaport News, “Holiday
Jewelry Sales Rise 4%,” December 27, 2018; “Holiday Sales Growth Misses Expectations,” February 17, 2019.

223 Unit prices fell across all size categories of diamonds imported by the United States from SSA during 2016-18,
as the fall in prices (at a CAGR of 42.6 percent) for smaller-size diamonds (weighing 0.5 carat or less) exceeded the
rise in prices (at a CAGR of 7.9 percent) for larger-size diamonds.

224 Olson, “Gemstones,” February 2019, 67; January 2018, 67.
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value stones?? especially from some of the largest mines (at Jwaneng and Orapa) in the world.??® Other
major mines are located in Angola (Catoca and Endiama) and South Africa (Venetia). Moreover, several
major mines in Angola (Lulo), Botswana (Jwaneng, Karowe, and Orapa), Lesotho (Letseng), and South
Africa (Kimberley) are also considered among the lowest-cost producers in the world, with cash costs
per metric ton of ore below that of major diamond mines in Canada and Russia.??’

The De Beers Group (based in the United Kingdom) and other major multinational diamond firms—
ALROSA (Russia), Petra Diamonds Ltd. (United Kingdom), and Rio Tinto Diamonds (Australia)—have
significant ownership holdings in the SSA diamond industry, mostly via joint ventures with the host
governments.??® These multinationals not only produce, process, and market SSA diamonds, but are also
large enough to reportedly influence the global diamond trade by adjusting their own mine outputs,
inventories, and offer prices.??° Yet, despite ongoing efforts to advance their downstream processing
capabilities, the African cutting and polishing sectors are characterized as having low productivity and
high cost structures.?°

Spices

The product group of spices encompasses a wide range of primary agricultural products typically
intended as flavoring agents for food production or as aromatic additives in consumer chemical
products. This section describes imports of products entering the United States under chapter 09 of the
Harmonized Tariff Schedule of the United States (HTS) and will focus primarily on vanilla, the leading
spice imported from SSA.

Overview of U.S. Imports

Between 2016 and 2018 there were five major sub-Saharan African sources of U.S. imports of spices:
Madagascar, South Africa, Nigeria, Comoros, and Uganda. The major imports from these countries were
vanilla, cloves, ginger, pepper, and spice blends. Nigeria saw a decline of 19.8 percent CAGR in total
spice exports to the United States. This was overwhelmingly offset by increases in imports of vanilla
from Uganda (125.6 percent CAGR) and Madagascar (52.0 percent CAGR) and pepper from South Africa
(15.6 percent CAGR).?3! As shown in table 3.9, the increase in imports of spices from SSA is driven
almost entirely by imports of vanilla from Madagascar. Vanilla in all forms was the primary driver of
growth in Madagascar and Uganda, while pepper in all forms was the primary driver of growth in South
Africa. U.S. imports of all other spices from sub-Saharan Africa declined, including Nigeria and Comoros.

225 Rapaport News, “Global Diamond Production Value Rises,” July 7, 2019.

226 Zimnisky, “Global Diamond Production by Mine, 2018,” March 3, 2018.

227 Zimnisky, “Replenishing the Diamond Pipeline,” August 20, 2018.

228 Zimnisky, “Global Diamond Production by Mine, 2018,” March 3, 2018.

229 Mining Stock Education, “Diamond Miners Look Poised for a Rebound,” April 18, 2019.
230 Linde, Geyler, and Epstein, The Global Diamond Industry 2018, December 5, 2018, 13.
21 YSITC DataWeb/USDOC (accessed November 14, 2019).
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Table 3.9 Spices: U.S. general imports from SSA and selected SSA countries, 2016—-18
Compound annual

Product and source Absolute change growth rate
country 2016 2017 2018 2016-18 (CAGR) 2016-18

Million S %
Spices 242 436 542 300 49.7
Vanilla 230 423 531 301 52.1
Madagascar 225 398 520 295 52.0
Uganda 2 19 10 8 125.6
Comoros 2 4 2 (®) -12.2
All other SSA 1 2 0 -1 -100
All other products 12 12 11 -1 -6.5

Source: USITC DataWeb/USDOC (accessed November 14, 2019). All spices are in digest AG029 and enter under HTS subheadings 0904.11.00,
0904.12.00, 0904.21.20, 0904.21.60, 0904.21.80, 0904.22.20, 0904.22.73, 0904.22.76, 0905.10.00, 0905.20.00, 0906.11.00, 0906.19.00,
0906.20.00, 0907.10.00, 0907.20.00, 0908.11.00, 0908.31.00, 0908.32.00, 0909.21.00, 0909.31.00, 0909.32.00, 0909.61.00, 0909.62.00,
0910.11.00, 0910.12.00, 0910.30.00, 0910.91.00, 0910.99.06, 0910.99.07, 0910.99.10, 0910.99.50.0910.99.60, 1207.50.00, and 2103.30.40.
Note: Due to rounding, figures may not add to totals shown.

2 Absolute change was less than $500,000.

Regardless of source, vanilla—in any form—represented 95 percent of spice imports from SSA by value
in 2016 and 98 percent of spice imports from SSA by value in 2018. U.S. imports of vanilla from SSA
increased by $301 million from 2016 to 2018, a CAGR of 52.1 percent. This growth in the value of
imports of vanilla from SSA was due to an increase in global vanilla prices.

Key Factors Affecting U.S. Imports, 2016-18

The increase in U.S. imports of vanilla from 2016 to 2018 is driven by an increase in unit prices. Unit
prices of vanilla, whether or not crushed or ground, from SSA increased by 24.7 percent from $212/kg in
2017 to $448/kg in 2018.2%2 Before 2011, low vanilla prices coupled with the labor-intensive nature of
vanilla production caused many farmers to switch to other crops, reducing global supply. Beginning in
2011 and continuing through 2018, firms began to switch back to natural vanilla, with major global
consumers such as Nestlé and Hershey committing to using only natural ingredients by 2021 due to
changing consumer preferences.? Hence, global demand has increased, but available quantity supplied
has not, thus increasing prices—there are fewer vanilla-producing farms than 20 years ago.?3*
Furthermore, vanilla vines take several years to mature, and it takes almost a year to grow and then
process vanilla beans. Extreme weather, weak crop security, and hoarding by exporters have further
raised prices.?*®

232 JSITC DataWeb/USDOC (accessed November 14, 2019).

233 Charles, “Our Love of ‘All Natural,”” June 16, 2017.

234 From 2016 to 2018, world imports of vanilla from Madagascar grew at a 4.9 percent CAGR by volume, but at a
43.8 percent CAGR by value. IHS Markit, Global Trade Atlas (accessed March 12, 2020); CooksVanilla, “Vanilla
Market Report,” October 18, 2019.

235 Economist, “Why There Is a Worldwide Shortage of Vanilla,” March 28, 2018.
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Ferroalloys

Ferroalloys are alloys of iron with one or more other elements that are used in steelmaking to impart
distinctive qualities such as strength, ductility, and corrosion resistance to steel or to serve important
functions during steel refining.%® This group includes bulk ferroalloys, which are produced in large
guantities and include ferrochromium, ferromanganese, ferrosilicon, and ferrosilicon manganese (also
known as silicomanganese), as well as noble ferroalloys, which are produced in smaller quantities. This
section will primarily focus on ferrochromium and ferromanganese, the leading ferroalloys imported
from SSA.

Overview of U.S. Imports

During 2016—18, the value of U.S. imports of ferroalloys from SSA rose by $251 million (31.3 percent
CAGR) to $597 million. This growth was driven principally by increases in imports of ferrochromium,
ferromanganese, and ferrosilicon manganese, which rose $136 million (24.4 percent), $74 million (63.5
percent), and $38 million (32.3 percent) respectively (table 3.10). These three ferroalloys accounted for
nearly all U.S. ferroalloy imports from SSA, by value. South Africa was the primary source of SSA
ferroalloys imports during 2016—18, accounting for the majority of ferrochromium imports and
essentially all ferromanganese and ferrosilicon manganese imports. Zimbabwe was the other main SSA
source of ferrochromium: U.S. imports from Zimbabwe increased by $48 million (202.9 percent) during
2016-18.

In 2018, U.S. imports from SSA accounted for about 17 percent of total U.S. ferroalloy imports from the
world, down somewhat from 20 percent in 2016. Other leading U.S. suppliers of ferroalloys during
2016-18 included Austria, Australia, Brazil, Canada, Chile, Georgia, Kazakhstan, Norway, and Russia.

In 2018, U.S. imports for consumption of ferroalloys from SSA under AGOA came to $586 million, an
increase of $252 million (32.3 percent CAGR) from 2016. In 2018, about 98 percent of all ferroalloys
imported from SSA entered the United States under the AGOA program.

236 While all steel contains some ferroalloys, the chemical composition and variety of the steel produced
determines the type and the amount of ferroalloys used. For instance, one of the most common types of stainless
steel produced (austenitic type 304, used for its formability and resistance to corrosion) typically contains 18
percent chromium and 2 percent manganese. SSINA, “Design Guidelines for the Selection and Use” (accessed
September 18, 2019) 2, 8.
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Table 3.10 Ferroalloys: U.S. general imports from SSA and selected SSA countries, 2016—-18
Compound annual
Absolute change  growth rate (CAGR)

Product and source country 2016 2017 2018 2016-18 2016-18
Million $ %

Ferroalloys 346 680 597 251 31.3
Ferrochromium 248 470 383 136 24.4
South Africa 242 442 329 87 16.6
Zimbabwe 6 28 54 48 202.9
All other SSA 0 0 0 0 (®)
Ferromanganese 44 123 118 74 63.5
South Africa 44 123 118 74 63.5
All other SSA 0 0 0 0 (®
Ferrosilicon manganese 50 82 87 38 32.3
South Africa 48 82 86 37 31.7
All other SSA 0 0 1 1 147.1
All other products® 4 5 8 4 39.0

Source: USITC DataWeb/USDOC (accessed August 28, 2019).

Notes: All products are in digest MM022. Ferrochromium enters under HTS 7202.41.0000, 7202.49.1000, and 7202.49.5010. Ferromanganese
enters under HTS 7202.11.1000, 7202.11.5000, 7202.19.1000, and 7202.19.5000. Ferrosilicon manganese enters under HTS 7202.30.0000. Due
to rounding, figures may not add to totals shown.

@ Unable to calculate.

b Includes ferrovanadium, ferronickel, and ferrosilicon.

Key Factors Affecting U.S. Imports

U.S. demand for ferroalloys is met by a combination of relatively limited domestic primary production,
imports, and material recycled from scrap. For the two leading ferroalloys imported from SSA,
ferrochromium and ferromanganese, there is little or no U.S. domestic production. During 2016—18,
there was no ferrochromium production in the United States, as has been the case for many years.
There were two domestic ferromanganese plants operating during 2016—18; however, they were
completely reliant on imported manganese ore (primarily from Gabon and South Africa) for ferroalloy
production.?” Because there is little domestic production of these ferroalloys, imports from SSA,
primarily South Africa and Zimbabwe, are an important component of U.S. supply.

As is the case with many metals and mineral commaodities, the price of ferroalloys can fluctuate greatly
from year to year, owing to changes in the prices of the raw materials used in their production as well as
shifts in downstream demand. Although the overall value of the ferroalloys imported increased
significantly during 2016-18, some of this growth reflected price increases during that time period,
while in other cases there were increases in both the value and volume of imports. Overall ferroalloy
import values trended upwards, though in some instances values in 2018 were lower than in 2017.

In the case of ferrochromium imported from South Africa, there was an increase in the value of imports
during 2016—-18; however, the volume of ferrochromium imported declined by 10 percent during that

237 USGS, “Ferroalloys,” 2018.
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period.?® Ferrochromium prices increased in late 2016 and remained elevated through 2018 owing to
increases in the price of chrome ore,*® the primary raw material used to produce ferrochromium. 4
South Africa (the main source of ferroalloys imported from SSA) was a significant global producer of
ferrochromium and ferromanganese, primarily because it has large reserves of the raw materials (in the
form of ore) used to produce them.?*! South Africa was also the second-leading global producer of
ferrochromium, behind China, and one of the top producers of ferromanganese.?*? In 2017, the year for
which the most recent data are available, South Africa produced 4.1 million short tons (3.7 million
metric tons) of ferrochromium and 661,000 short tons (600,000 metric tons) of ferromanganese. ?*?
South Africa’s ferroalloys industry is export oriented, sending a significant amount of its ferrochromium
and ferromanganese production to China, Europe, and the United States.?*

U.S. ferrochromium imports from Zimbabwe increased in terms of both value and volume, partly due to
significant ferrochromium production increases in Zimbabwe. Zimbabwe is a major ferrochromium
supplier in SSA and has the second-largest chromite ore reserves in the world behind South Africa. The
country’s ferrochromium production has increased substantially recently, partially in response to efforts
made by the government. According to reports, the government in Zimbabwe has made efforts to
reduce exports of chromite ore and increase domestic value-added production in the form of
ferrochromium.?* During 2016-18, ferrochromium production in Zimbabwe increased by 138,303
metric tons (38.9 percent).2%®

Besides factors related to increasing production in SSA, the growth in U.S. consumption of ferroalloys
due to increasing steel production, coupled with a limited U.S. domestic supply, likely also contributed
to the rise in U.S. imports of ferroalloys from SSA from 2016 to 2018. As mentioned above, ferroalloys
are predominantly used in the production of steel, and trends in ferroalloys consumption typically follow
those for steel. According to the American Iron and Steel Institute, U.S. raw steel production was 86
million metric tons in 2018, a 10.2 percent increase from 2016.%*” Consumption of ferroalloys also
increased. U.S. ferromanganese and ferrosilicon manganese consumption was estimated to have

238 The annual average unit value of ferrochromium imported from South Africa in 2018 was 50.7 percent higher
than in 2016, leading to the increase in the total value of the imports from South Africa. USITC DataWeb/USDOC,
HTS subheadings 7202.41 and 7202.49 (accessed September 18, 2019).

239 Chromite is the commercial name of iron chromium oxide, a mineral composed of chromium and iron oxide
that is naturally found in the earth’s mantle. When extracted, it is referred to as chrome ore. KPMG, “Commaodity
Insights Bulletin: Chromite,” November 2018.

240 USGS, “Chromium,” 2018.

2411n 2018, South Africa was the leading global producer of chrome ore (used to produce ferrochromium) and
manganese ore (used in ferromanganese). Roskill Information Services, “Chromium—OQutlook to 2029, 15th
Edition,” June 16, 2019.

242 JSGS, “Ferroalloys,” 2018.

243 British Geological Survey, World Mineral Production: 2013-2017, 2019.

244 Mining Weekly, “South Africa Crucial to Global Chrome Supply,” November 7, 2017.

245 Musekiwa, “Maximizing Growth, Beneficiation and Value Addition,” May 31, 2019.

246 Chamber of Mines of Zimbabwe, “Production Statistics” (accessed November 21, 2019).

247 AISI, “AlSI Releases 2018 Annual Statistical Report,” July 29, 2019; AISI, “Profile 2017,” May 3, 2017.
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increased by 5.3 percent and 7.9 percent, respectively, in 2018 compared with that in 2016, primarily a
result of increases in imports in response to the increase in domestic steel production in 2018.2%

In the near future, U.S. imports of ferroalloys from SSA will continue to be tied to trends in domestic
steel production. Recent U.S. trade actions, such as the imposition of national-security duties on steel
under section 232 of the Trade Expansion Act of 1962, could lead to an increase in domestic steel
production as well as an increase in imported ferroalloys from SSA that are used to make the steel.?*

Certain Ores, Concentrates, Ash, and Residues

This product group covers certain ores, concentrates, slag, ash, and residues of base metals, including
those of manganese, tin, chromium, tungsten, uranium, and titanium.>°

Overview of U.S. Imports

U.S. general imports of certain ores, concentrates, slag, ash, and residues from SSA increased from $484
million in 2016 to $717 million in 2018, a CAGR of 21.7 percent (table 3.11). Imports from South Africa
contributed most significantly to the category, accounting for approximately 65 percent of total U.S.
imports in 2018, followed by those from Gabon and Madagascar with 11.6 and 5.1 percent, respectively.
Three product groups accounted for most of the $232 million increase in imports: titanium-containing
slag, ores, and concentrates; manganese ores and concentrates; and chromium ores and
concentrates. !

248 USGS, “Mineral Commodity Summaries: Manganese,” 2019.

29 During the first seven months of 2019, U.S. steel mill shipments were 2.0 percent higher than during the same
period in 2018. AlSI, “July Steel Shipments Up 5.1 percent,” September 9, 2019.

250 All products discussed in this section are contained within HTS chapter 26, which covers ores, slag, and ash.

251 Titanium ores and concentrates and titanium slag are produced using different processes, but are used similarly
by end-product manufacturers.
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Table 3.11 Certain ores, concentrates, ash, and residues: U.S. general imports from SSA and selected
SSA countries, 2016-18

Product and source country 2016 2017 2018 Absolute change Compound annual
2016-18 growth rate (CAGR)
2016-18
Million S %
Certain ores, concentrates, ash
and residues 484 597 717 232 21.7
Titanium slag, and ores and
concentrates 340 405 444 104 14.3
South Africa 247 298 361 114 20.9
Madagascar 16 37 33 18 45.8
All other SSA 77 70 50 -28 -20.0
Manganese ores and
concentrates 36 59 107 71 72.4
South Africa 4 7 21 17 129.1
Gabon 32 52 86 54 63.9
Chromium ores and
concentrates 26 32 55 28 45.4
South Africa 26 32 55 28 45.4
All other products 82 101 111 29 16.3

Source: USITC DataWeb/USDOC (accessed September 19, 2019). These products are all in digest MMO0O07. Titanium slag and titanium ores and
concentrates enter under HTS 2614.00.6020, 2614.00.6040, 2614.00.3000, and 2620.99.5000. Manganese ores and concentrates enter under
HTS 2602.00.0040 and 2602.00.0060. Chromium ores and concentrates enter under HTS 2610.00.0020, 2610.00.0040, and 2610.00.0060.
Note: Due to rounding, figures may not add up to totals shown.

Key Factors Affecting U.S. Imports, 2016-18

Titanium Ore and Slag?52

By value, imports of titanium ore and slag grew the fastest of any product in this group in 2016-18.
Imports from South Africa and Madagascar both increased from 2016 to 2018, with imports from South
Africa increasing from $247 million to $361 million and imports from Madagascar increasing from $16
million to $33 million. One of the main end-use products of titanium ores and concentrates and of slag,
ash, and residues containing titanium is paint pigments. Titanium ores and concentrates and titanium
slag are mainly used in making titanium dioxide (TiO,), an important pigment, whitening, and polishing
abrasive. ®3Therefore, the overall demand for TiO, pigment is highly correlated to growth in the global
residential housing, commercial construction, and packaging markets. Demand in the United States for

252 Titanium ores and concentrates are the primary raw material for titanium dioxide, while titanium-containing
slag is a byproduct of a smelting process. limenite is the primary ore of titanium, and most of the ilmenite mined
worldwide is used to manufacture titanium dioxide. Titanium slag, or metallurgical coke, is produced in smelters,
where it is tapped from furnaces. In 2015, the titanium dioxide (TiO2) pigment market accounted for 83 percent of
titanium demand. Titanium slag is a major source of raw material for pigment companies and it is used as a
replacement of natural rutile and synthetic rutile. It has a high titanium content, generates low waste, is suitable
for use in chloride and sulphate processing, and has a low chemical cost.

253 An estimated 90 percent of TiO: is used in the pigments and paints end market, with the paint industry
accounting for 55 percent of TiO2 pigment consumption in 2015. USGS, “Titanium Minerals and Concentrates,”
2019; Roskill Information Services, “Titanium Minerals Global Industry, Market & Outlook,” December 8, 2016.
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titanium ores, concentrates, and slag remained relatively stable based on apparent consumption from
2016 to 2018. However, import quantities increased by 21 percent, while the value of those same
imports increased by 47 percent, suggesting an increase in prices of TiO,. For two other titanium
products—ilmenite, a titanium oxide metal, which is used to produce titanium metal, and rutile, a form
of titanium dioxide used to produce white, reflective pigments—prices increased by an average of 44
percent per metric ton from 2016 to 2018.%*

Manganese

The second leading growth category of imports was certain manganese ores and concentrates.?>> U.S.
imports from 2016 to 2018 increased by an estimated $71 million, of which $54 million was from Gabon
and $17 million was from South Africa.?*® Manganese is an essential ingredient in steel making. The
United States does not have domestic manganese resources, so the domestic steel industry relies on
imports for its manganese needs. The United States requires about 400,000 metric tons per year,
approximately 90 percent of which is consumed by the steel industry.?>’

According to World Steel Association production data, domestic production for steel, the main end
product for manganese, increased in 2016—18 by 10.3 percent.?*® In addition, manganese is an
important input material for electric car batteries. Growing demand for electric vehicle batteries and
lithiated manganese dioxide batteries boosted manganese demand in the United States, which likely has
contributed to the increase of U.S. imports of manganese from SSA. 2>

Chromium

The value of U.S. imports of chromium ores and concentrates from South Africa increased by $28 million
in 2018, compared to 2016. Chromium is not mined in the United States and industry relies for its supply
on imports in the form of chromite ore, ferrochromium, or chromium metal, or chromium recovered
from domestically recycled metal.?%° Chromium is used to induce hardness, toughness, and chemical
resistance in steel (i.e., to create stainless steel).

The increase in the value of U.S. imports of chromium ores from SSA was due to a rise in chromium
prices and an increase in demand from the United States as well as to a shortage of supply by major
global producers. According to USGS data, chromium ore prices experienced a 41 percent increase per
ton from 2016 to 2018.%5 Supply constraints in the global chromium market created a shortage of the

254 USGS, “Titanium Minerals and Concentrates,” 2019.

255 The international Harmonized Commodity Description and Coding System (HS) subheading 2602.00 defines this
set of products as follows: “Manganese ores and concentrates, including ferruginous manganese ores and
concentrates with a manganese content of 20 percent or more, calculated on the dry weight.”

256 South Africa is the largest global producer of high-grade manganese; Gabon is the fourth-largest producer of
manganese, and its deposits are usually of a higher grade than South Africa’s. Palisade Research, “Manganese: The
Third Electric Vehicle Metal,” March 24, 2017.

257 USGS, “Mineral Commodity Summary, Manganese,” 2020.

258 World Steel Association, World Steel in Figures 2018, 2019 (accessed, January 22, 2020).

259 palisade Research, “Manganese: The Third Electric Vehicle Metal,” March 24, 2017.

260 YSGS, “Mineral Commodity Summary, Chromium,” 20109.

261 YSGS, “Mineral Commodity Summary, Chromium,” 20109.
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ore, pushing up prices to a seven-year high in 2018.%52 The U.S. Geological Survey also estimates that
U.S. chromium demand increased by 22 percent, while U.S. imports for consumption increased by about
19 percent from 2016 to 2018. A potential driver of U.S. import demand is the U.S. military budget,
which suggests a possible increase in demand from the aerospace industry given that chromium is
frequently used in the industry’s product coatings and finishes.?%3 Also, the use of steel tubing
containing 12 to 14 percent of chromium has increased in the last five years in the United States with
the growth in drilling for shale gas. According to the U.S. Energy Information Administration, it is likely
that the United States “becomes a net energy exporter in 2020 and remains so throughout the
projection period [2050] as a result of large increases in crude oil, natural gas, and natural gas plant
liquids (NGPL) production coupled with slow growth in U.S. energy consumption.” %4 Thus, the
expansion of the oil and gas industry could further increase the demand for chromium.2%

Fastest-growing U.S. Imports for
Consumption under AGOA

Crude petroleum and ferroalloys were the two product groups among the fastest-growing U.S. imports
from SSA countries in 2016—18 overall and under AGOA. Discussions for these two product groups are
provided earlier in this chapter, in the section describing “Fastest-growing U.S. Imports from SSA
Countries.” Other product groups that exhibited large growth in imports from SSA countries under
AGOA in 2016—18 are described in this section. These include apparel, miscellaneous inorganic
chemicals, petroleum products, and edible nuts.

Apparel

The apparel product group includes a wide range of knit, woven, and other apparel of natural and
manmade fibers. It covers all types of apparel, including shirts (tops), pants (bottoms), suits, underwear,
dresses, outerwear, and swimwear.

Overview of U.S. Imports

U.S. imports for consumption of apparel from SSA under AGOA grew at a CAGR of 9.9 percent between
2016 and 2018 (table 3.12). Within SSA, five countries—Kenya, Lesotho, Madagascar, Mauritius, and
Ethiopia—accounted for almost 95 percent of all apparel imported from the region under AGOA.
Notably, imports from Ethiopia had a CAGR of 76.5 percent between 2016 and 2018, reflecting an
increase in exports to the United States from $37 million to $114 million. This growth was primarily due

262 Ashreena, “Chromium Prices Jump 25%,” April 10, 2018.

263 Ashreena, “Chromium Prices Jump 25%,” April 10, 2018.

264 E|A, Annual Energy Outlook 2019, January 2019.

265 Kielmas, “The Types of Metals Used” (accessed September 9, 2019). Chromium is used in strengthening steel
alloys. As Kielmas notes, “Low-carbon steel containing 12 to 14 percent chromium is highly resistant to carbon
dioxide, hydrogen sulfide, and the high temperatures found in the deepest oil and gas wells. The use of steel
tubing containing this proportion of chromium has soared in the United States with the boom in drilling for shale

”

gas.
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to the country’s focus on increasing garment production in industrial parks and its increased use of
AGOA benefits. The largest categories of U.S. apparel imports from SSA in 2018 were men’s or boys’
cotton trousers and shorts, and men’s or boys’ knit shirts of manmade fiber ($225 million and $205
million, respectively).2%®

Table 3.12 Apparel: U.S. imports under AGOA from SSA and selected SSA countries, 2016-18

Compound annual

Product and country Absolute change growth rate (CAGR)
source 2016 2017 2018 2016-18 2016-18
Million $ %

Apparel 1,010 1,033 1,218 209 9.9
Madagascar 94 151 189 95 42.0

Ethiopia 37 56 114 78 76.5

Kenya 340 338 391 51 7.2

Lesotho 295 290 320 24 4.0

Tanzania 37 41 42 5 6.4

Mauritius 187 140 138 -49 -14.1

All other SSA 20 17 25 5 13.1

Source: USITC DataWeb/USDOC (accessed September 5, 2019). All apparel products are in digest TX05. Nearly all apparel imports enter under
HTS chapters 61 and 62. A few items also enter under chapters 39, 40, 42, and 43.
Note: Due to rounding, figures may not add up to totals shown.

U.S. imports of apparel from SSA receive significant beneficial treatment under AGOA.?%” Nearly 98
percent of U.S. imports of apparel from SSA entered under AGOA in 2018. In addition, U.S. imports of
apparel from SSA benefit from the “third-country fabric provision,” a critical element of AGOA, which
allows lesser-developed AGOA member countries to source apparel inputs such as yarns and fabrics
from countries other than the United States and other AGOA member countries and still receive duty-
free treatment.?® In 2018, 95.8 percent of U.S. apparel imports from SSA under AGOA entered under
the third-country fabric provision. 2%

266 |n the OTEXA database, data for imports from SSA countries are broken out by product. However, data for
imports from SSA countries under AGOA are not broken out by product. The categories of apparel listed in the
sentence account for the largest categories of apparel from all SSA. USDOC, ITA, OTEXA, “U.S. General Imports by
Part Category” (accessed September 5, 2019).

267 AGOA benefits for these imports involve the use of a tariff-rate quota (TRQ). A TRQ imposes a relatively low “in-
quota” tariff rate on imports until an annual allocation is met. Any imports beyond the TRQ allocation are subject
to higher over-quota tariff rates. The TRQ level for U.S. imports from lesser-developed countries in SSA under
AGOA is set at 3.5 percent of all U.S. imports entered during the previous 12-month period. The TRQ level for
October 1, 2018-September 30, 2019 was over 1.0 billion square meter equivalents (SMEs) of apparel. Industry
representatives have been encouraging policy makers to increase this level. USITC, hearing transcript, July 24,
2019, 286 (testimony of Steve Lamar, American Apparel & Footwear Association); CBP, “QB 18-136 2019 AGOA
Limits” (accessed November 7, 2019).

268 As of January 1, 2020, 25 SSA countries were eligible for the third-country fabric provision of AGOA. USDOC,
ITA, OTEXA, “Summary of AGOA Apparel, Footwear, and Non-Textile Travel Goods” (accessed November 6, 2019).
Paquette, “Trump Ends Trade Benefits for Cameroon,” November 2, 2019.

269 USDOC, ITA, OTEXA, “Trade Preference Programs: U.S. Imports” (accessed September 29, 2019).
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Key Factors Affecting U.S. Imports, 2016-18

The increase of U.S. imports from SSA under AGOA from 2016 to 2018 is due to the 10-year extension of
the AGOA program in 2015, the program’s longest renewal since its implementation, and to the third-
country fabric provision.?’”° The 10-year program extension to 2025 and the program’s flexible rules of
origin for apparel have provided AGOA members with the predictability necessary to increase
production and exports.?’* Much of the trade growth appears to be created by existing firms increasing
production in SSA rather than new investments.?”2

Ethiopia, which had the highest CAGR among SSA countries in 2018, increased apparel exports to the
United States between 2016 and 2018 by nearly $78 million. This growth was driven by an increase in
apparel manufacturing in Ethiopia overall and the country’s use of AGOA. Ethiopia attracts foreign
investment due to its low labor costs, availability of raw material, and the economic incentives created
by the industrial parks throughout Ethiopia—many of which are specifically designed for garment
manufacturing.?”Since 2014, five industrial parks have been established in efforts to scale up textile
industry capacity in the country and boost economic growth.?”* The industrial parks house apparel
manufacturing for global brands such as H&M, Calvin Klein, and Tommy Hilfiger.?’

In 2018, Madagascar, which had the second-highest CAGR among SSA countries that year, continued to
rebound from the loss of its AGOA benefits between 2010 and 2014. Exports of apparel from
Madagascar to the United States peaked in 2004, when they totaled over $323 million.?’® The loss of its
apparel benefits in 2010 sharply depressed the country’s apparel exports to the United States before the
country was reinstated in 2014.%”7 Between 2010 and 2014, exports of apparel averaged only $36
million.?’® Current increasing trade trends indicate a return to the export levels seen before the
country’s loss of benefits, with exports totaling nearly $200 million in 2018.

Kenya, the largest AGOA country supplier of apparel to the United States in 2018, also benefited from
the extension of AGOA and the third-country fabric provision. The country attracts foreign investment
via Export Processing Zones (EPZs), which are mandated by the Kenyan government to promote and

270 Trade Preferences Extension Act of 2015, H.R. 1295, 114th Congress (2015—16).

271 USITC, hearing transcript, July 24, 2019, 285-86 (testimony of Steve Lamar, American Apparel & Footwear
Association).

272 Industry representative, telephone interview by USITC staff, September 23, 2019.

273 The centralization of textile manufacturing aims to allow faster skills training and knowledge transfers within
the Ethiopian textile industry. Ethiopia currently houses nine industrial parks tailored for textile and garment
production that are either operational or under construction. IPDC, “Our Parks” (accessed November 1, 2019);
Yohannes, “Ethiopia: Textile Sector on the Rise,” April 5, 2018; Alaudeen, “Ethiopia’s Garment Workers,” May 13,
20109.

274 ETIDI, “About Us” (accessed November 1, 2019); USAID, East Africa Trade and Investment Hub, “Textile and
Apparel in Africa,” August 4, 2019.

275 Alaudeen, “Ethiopia’s Garment Workers,” May 13, 2019.

276 USITC DataWeb/USDOC (accessed November 5, 2019).

277 Madagascar was reinstated into AGOA in June of 2014; however, it did not qualify for apparel benefits until
December 2014. USTR, “President Obama Removes Swaziland,” June 26, 2014; determinations under the African
Growth and Opportunities Act, 79 Fed. Reg. 74157, December 15, 2015.

278 USITC DataWeb/USDOC (accessed November 5, 2019).
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facilitate export-oriented investments within Kenya beginning in 1990.%”° EPZs offer licensed companies
certain fiscal incentives to set up facilities within their bounds—for example, exemptions from the
value-added tax (VAT) and customs import duty on manufacturing inputs such as raw materials,
machinery, and office equipment.?®® Moreover, Kenya’s apparel industry is well established and, as a
result, has a skilled apparel workforce and a high worker retention rate.?%!

Other factors may also have affected the rise in apparel exports from SSA to the United States. Some
multinational firms are looking for new sourcing options due to a rising emphasis on corporate social
responsibility (CSR) in many countries.? Regional integration efforts among SSA countries could also be
contributing to the increase. For example, the African Continental Free Trade Area intends to remove
duties on goods shipped within the continent to develop regional value chains and strengthen
manufacturing capacities in SSA. %8 According to the 2019 Fashion Industry Benchmarking Study, 83
percent of survey respondents expect to decrease sourcing from China over the next two years, up from
67 percent for the same question in 2018.%* However, the same survey found that only 28 percent of
respondents were sourcing from SSA, a nearly 6 percent decline from 2016. Almost half of the
respondents attributed their hesitancy about investing in the region to the temporary nature of AGOA.
Moreover, long lead times, lack of infrastructure, and high logistical costs continue to deter apparel
retailers from investing in the AGOA region. %>

Miscellaneous Inorganic Chemicals

This category covers a wide range of intermediate chemical products. Many are compounds of precious
metals, rare earth metals, vanadium, chromium, or aluminum that are used in the production of
strengthened steel, catalysts, and tools.

279 EPZA Kenya, “Who We Are” (accessed November 5, 2019).

280 EpZA Kenya, “EPZ Program” (accessed November 5, 2019).

281 Government of Kenya, State Department for Trade, MITC, Kenya National AGOA Strategy and Action Plan 2018—
2023, 2018 (accessed various dates).

282 1n 2018, one U.S. company, PVH, which has invested significantly in apparel manufacturing in the Hawassa
industrial park in Ethiopia since 2014, received the Sustainable Operations Award for Corporate Excellence from
the U.S. Secretary of State in recognition of its contributions to the growth and sustainable development of local
communities in the region. Barrie, “PVH Wins Award for Sustainable Operations in Ethiopia,” September 13, 2018;
Government of Kenya, State Department for Trade, MITC, Kenya National AGOA Strategy and Action Plan 2018—-
2023, 2018.

283 For more information on SSA’s regional integration efforts, see chapter 8. The governments of Mauritius and
Madagascar are collaborating on a joint venture to invest in Madagascar’s textile and apparel capacity via a “textile
city” industrial zone. This initiative plans to take advantage of Mauritius’s more advanced value-added textile
industry and Madagascar’s strong labor force in a regional, vertically integrated supply chain. Other countries, such
as Kenya and Ethiopia, manufacture much of their apparel in industrial parks which allow them to vertically
integrate apparel production and avoid some common logistical costs. Friedman, “Rules of Origin Could Make or
Break,” June 28, 2019; Friedman, “Africa Starts to Blossom,” October 11, 2018; Anganan, “Mauritius and
Madagascar Boost Garment Manufacturing Ties,” September 18, 2019.

284 Gebreselassie, “Africa Continues to Face Challenges,” October 15, 2019.

285 Lu, 2019 U.S. Fashion Industry Benchmarking Study, July 2019, 35.
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Overview of U.S. Imports

U.S. imports of miscellaneous inorganic chemicals from SSA countries increased between 2016 and 2018
and were primarily composed of a limited number of products from a single country, South Africa (table
3.13). The value of these imports from SSA countries increased from $109 million in 2016 to $204 million
in 2018 (CAGR of 36.8 percent). In 2018, the vast majority of U.S. imports in this category from SSA
countries were in three product groups: vanadium oxides and hydroxides; precious metal compounds;
and carbides (excluding tungsten, boron, and chromium carbides).?®® Together, these three product
groups accounted for 92.0 percent of U.S. imports of miscellaneous inorganic chemicals from SSA
countries. South Africa, reportedly unique among AGOA-eligible countries in its ability to attract
significant foreign investment in its chemical industry, 27 was the only source of U.S. imports of these
products from SSA countries in 2016-18.

During 2016-18, virtually all imports of these three product groups claimed duty-free treatment under
AGOA (including GSP). Virtually all U.S. imports of precious metal compounds (excluding compounds of
gold or silver) and carbides (excluding tungsten, boron, and chromium), and more than 98 percent of
imports of vanadium oxides from SSA during this timeframe, entered claiming preferences under either
GSP or AGOA. %8

Table 3.13 Miscellaneous inorganic chemicals: U.S. imports under AGOA from SSA and selected SSA
countries, 2016-18

Compound annual
Absolute change growth rate (CAGR)

Product and source country 2016 2017 2018 2016-18 2016-18
Million $ %
Miscellaneous inorganic 109 113 204 95 36.8
chemicals
Carbides 23 39 78 55 85.3
South Africa 23 39 78 55 85.3
Precious metal compounds 10 33 55 46 141.2
South Africa 10 33 55 46 141.2
Vanadium oxides 17 26 55 38 81.4
South Africa 17 26 55 38 81.4
All other products 59 15 16 -42 -47.5

Source: USITC DataWeb/USDOC (accessed July 1, 2019). All products in this table are in digest CH007. Carbides enter under HTS 2849.90.5000;
precious metal compounds enter under HTS 2843.90.0000; and vanadium oxides enter under HTS 2825.30.0010 and 2825.30.0050.
Note: Due to rounding, figures may not add up to totals shown.

28 \anadium oxides and hydroxides are classified under HTS subheading 2825.30.00; precious metal compounds
(excluding compounds of gold or silver) under HTS 2843.90.00; and carbides (excluding tungsten, boron, and
chromium carbides) under 2849.90.50.

287 USITC, hearing transcript, July 24, 2019, 184 (testimony of Anthony Carroll, Johns Hopkins University).

288 Only a very small portion of U.S. imports from SSA entered at the NTR rate. In 2017, $13,500 (0.04 percent) of
U.S. imports of precious metal compounds from South Africa entered under the NTR rate of 3.7 percent. In 2016,
$926,000 (5.3 percent) of U.S. imports of vanadium oxides from South Africa entered under the NTR rate of 5.5
percent.
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Key Factors Affecting U.S. Imports, 2016-18

During 2016-18, U.S. imports of the three product groups described above increased in value and, in
some cases, volume, as average unit values (AUVs) increased.?° Vanadium oxides are tradeable forms
of vanadium, ?° which is a key component in the production of strengthened steel. Since 2014, U.S.
production of vanadium oxides has been limited to recycling them from vanadium-containing waste
materials, leaving the United States largely dependent on imports and therefore subject to global
market conditions.?*? Increased global demand for strengthened steel has driven up demand for
vanadium, while global supplies are limited to a few countries,?®? and several former producers have
stopped operations. Examples include the cessation of U.S. vanadium mining in 2014%°3 and the closure
of Highveld Steel & Vanadium of South Africa in 2015.%%* As a result, global prices for vanadium
jumped—by one measure, they rose more than 700 percent from December 2015 to November 2018.%%°
Higher prices for vanadium products drove the increase in the value of U.S. imports of vanadium oxides
from South Africa in 201618 as import volumes decreased 13.8 percent, while AUVs increased 299.0
percent.?%

In contrast to imports of vanadium, U.S. imports of precious metal compounds increased by both
volume and value. Precious metal compounds are mainly used in making catalysts for use in applications
such as the production of catalytic converters for automobile emission control and in bulk chemical and
petrochemical production.?’ The increase in volume of U.S. imports of precious metal compounds was
likely driven by the rising U.S. demand for automotive catalytic converters (see box 4.1 on catalytic
converters in chapter 4) and increased production of petrochemicals. %

The global market for precious metal compounds has impacted the unit values of U.S. imports. Global
demand for these compounds has risen as China and other countries have introduced stricter auto
emission requirements, increasing the demand for catalytic converters. However, the global supply of
precious metals palladium, rhodium, iridium, and ruthenium for use as inputs for precious metal

289 JSITC DataWeb/USDOC (accessed September 24—October 18, 2019). Average unit value (AUV) is calculated by
dividing the value of imports by their quantity.

2%0 Byshveld Minerals, “Vanadium Overview” (accessed September 25, 2019).

21 The U.S. Department of the Interior included vanadium on its 2018 list of critical minerals for which the United
States is “heavily reliant on imports.” “Final List of Critical Minerals,” 83 Fed. Reg. 23295, May 18, 2018; Polyak,
“Vanadium,” 2019.

292 South Africa, China, and Russia account for roughly 85 percent of global vanadium supply. Mills, “Vanadium, the
Metal We Can’t Do Without,” October 24, 2017.

293 polyak, “Vanadium,” 2019.

2%4 Byshveld Minerals, “Vanadium Overview” (accessed September 25, 2019).

2% prices of ferrovanadium, a related vanadium compound, increased from of $13.50 per kilogram of
ferrovanadium in December 2015 to $127 per kilogram of ferrovanadium in November 2018. Bushveld Minerals,
“Vanadium Overview” (accessed September 25, 2019).

2% AUVs of imports from South Africa for this HTS category increased from $12.2 in 2016 to $48.7 in 2018. USITC
DataWeb/USDOC (accessed September 25, 2019).

297 Rowling, “Why Palladium’s Suddenly an Especially Precious Metal,” February 21, 2019.

298 Nodar, “US Petrochemical Market Grapples with Tariffs,” January 30, 2019. Major U.S. catalyst producers
include firms such as Albemarle, Axens, BASF, Clarion, Criterion, ExxonMobil, Grace, Johnson Matthey, and UOP.
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compounds appears to lag this increased demand, resulting in global price increases for these metals.?*°
As a result, from 2016 to 2018, the value of U.S. imports of precious metal compounds from South Africa
increased more rapidly than the volume, with AUVs increasing by 82.1 percent.3%

The value of U.S. imports of carbides imported under subheading 2849.90.50 of the Harmonized Tariff
Schedule of the United States (HTS) was driven by increases in the AUVs for these products entering
from South Africa. This subheading includes titanium carbide, which, due to its hardness and high
melting temperature, is used for wear-resistant coatings in applications such as cutting tools and drill
bits.3%! Each year during 201618, South Africa was the source of the majority of U.S. imports under this
subheading. During this period, U.S. imports by volume decreased 13.8 percent, while AUVs increased
by 298.4 percent.3%?

Petroleum Products

Petroleum products are primarily derived from refining crude petroleum and include products such as
gasoline, diesel, kerosene, asphalt, lubricating oils, and residual fuel oils, among others.

Overview of U.S. Imports

The top U.S. petroleum product import from SSA under AGOA is heavy fuel oils (table 3.14). Heavy fuel

oils include both heavy gas oil (an intermediate product derived from crude that is processed further at
U.S. refineries equipped with secondary units) and residual fuel oils. Most other U.S. petroleum product
imports from SSA under AGOA are light unfinished oils, such as motor gasoline blending components. 303

Table 3.14 Petroleum products: U.S. imports for consumption from SSA entering under AGOA or GSP

Compound annual

Product and source Absolute change growth rate (CAGR)
country 2016 2017 2018 2016-18 2016-18
Million $ %

Petroleum products 239 353 320 81 15.6
Heavy fuel oils 18 37 104 86 139.9
Cote d’lvoire 0 37 88 88 (®)
All other SSA 18 0 16 -2 -6.0
Other 221 316 216 -6 -1.3
Nigeria 196 295 165 -30 -8.1
All other SSA 26 21 50 25 39.9

Source: USITC DataWeb/USDOC (accessed July 23, 2019). All products are in digest EP05. Heavy fuel oils enter under HTS 2710.19.06, which
covers distillate and residual fuel oils (including blended fuel oils) testing under 25 degrees API.

Note: Due to rounding, figures may not add up to totals shown.

2Unable to calculate.

299 More information on precious metals is available in the “Precious Metals and Non-numismatic Coins” section of
this chapter.

300 AUVs of imports from South Africa for this HTS category increased from $5,301 in 2016 to $9,651 in 2018.

301 Aydemir, “Titanium Carbide Powders and Applications,” November 20, 2018; University of the Witwatersrand,
“Overview: Carbides and Cermets” (accessed September 25, 2019).

302 AUVs of imports from South Africa for this HTS category increased from $12.2 in 2016 to $48.7 to 2018.

303 E|A, “U.S. Imports by Country of Origin” (accessed August 29, 2019).
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The value of U.S. petroleum product imports from SSA entering under AGOA (including GSP) increased
by $81 million dollars (a CAGR of 15.6 percent) from 2016 to 2018, rising to $320 million. However, the
volume of U.S. imports of these products actually declined by about 1.4 million barrels (a CAGR of -13.9
percent) from 2016 to 2018; the growth in import values was driven by increases in prices.3% Overall
U.S. petroleum product imports from SSA (including those not entering under AGOA) followed a similar
pattern, increasing in value substantially but declining in terms of volume. This reflected the general
trend for U.S. imports from the world.3%

A relatively low share of the petroleum products imported from SSA enter under AGOA, likely due in
part to the already low duty rates imposed under normal trade relations (NTR). Heavy fuel oils enter the
United States at a duty rate of 5.25 cents per barrel under NTR, and most of the other petroleum
products imported from SSA enter under a slightly higher NTR rate of 10.5 cents per barrel.3% The share
of U.S. petroleum product imports from SSA entering under AGOA declined slightly from 2016 to 2018,
from about 27 percent to 25 percent.

Key Factors Affecting U.S. Imports, 2016-18

The growth in U.S. petroleum product imports from SSA under AGOA was driven mainly by increased
imports of heavy fuel oils from Cote d’lvoire. In early 2017, Cote d’lvoire’s main refinery took its
hydrocracker offline, removing its capability to process heavy gas oil into higher-value products such as
gasoline and diesel.3%” The resulting surplus of heavy gas oil was likely the source of increased heavy fuel
oil exports from Céte d’Ivoire in 2017 and 2018.3% The hydrocracker is reportedly scheduled to restart in
2019, likely reducing the level of future U.S. imports of heavy fuel oils from Cote d’lvoire. 3%

Overall U.S. imports of heavy fuel oils from SSA were relatively flat in terms of volume (growing by less
than 1 percent from 2016 to 2018), with the rising volume of imports from Cote d’lvoire offsetting
reduced volumes of imports from Angola and Cameroon.3° However, due to the price increases, the
value of U.S. heavy fuel oil imports from SSA rose by $273 million to $628 million (a CAGR of 33.0
percent). Additionally, a larger share of U.S. heavy fuel oil imports from Cote d’lvoire entered under

304 Because petroleum products are derived from crude petroleum, their prices are closely linked. A few types of
petroleum products are measured in kilograms rather than barrels, but U.S. imports of these products from SSA
entering under AGOA or GSP fell to zero in 2018. USITC DataWeb/USDOC, HTS subheadings 2710.12.15,
2710.12.25, 2710.12.45, 2710.12.90, 2710.19.06, 2710.19.11, 2710.19.40, and 2710.19.45 (accessed August 16,
2019).

305 Qverall U.S. imports of petroleum products declined by about 7 million barrels (1 percent) from 2016 to 2018.
These figures exclude import data for hydrocarbon gas liquids, fuel ethanol, and biodiesel. EIA, “U.S. Imports by
Country of Origin” (accessed September 24, 2019).

306 These NTR rates averaged less than 0.2 percent ad valorem for U.S. petroleum product imports from SSA
between 2016 and 2018. USITC DataWeb/USDOC (accessed September 24, 2019).

307 Turner, “Refinery News Roundup,” March 27, 2018; EIA, “Hydrocracking Is an Important Source,” January 18,
2013.

308 y.S. imports of heavy fuel oils from Cote d’lvoire grew in volume from 0.2 million barrels in 2016 to 3.1 million
barrels in 2018 (a CAGR of 286 percent). The value of these imports grew at an even faster rate, due to price
increases: from $11 million in 2016 (none of which entered under AGOA) to $244 million in 2018 (a CAGR of 363
percent). USITC DataWeb/USDOC, HTS subheading 2710.19.06 (accessed August 29, 2019).

309 Turner, “Refinery News Roundup,” March 27, 2018.

310 YSITC DataWeb/USDOC, HTS subheading 2710.19.06 (accessed August 29, 2019).
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AGOA, compared to heavy fuel oil imports from other SSA countries. Consequently, AGOA utilization
rates for these imports from SSA more than tripled, and heavy fuel oil imports entering under AGOA
increased in value at a CAGR of nearly 140 percent (table 3.14).

Edible Nuts

The edible nuts category includes peanuts (groundnuts) as well as tree nuts, such as cashews,
macadamia nuts, almonds, and walnuts. Edible nuts can be sold in-shell or shelled (removed from their
shells).

Overview of U.S. Imports

The value of U.S. nut imports from SSA countries under AGOA increased from 2016 to 2018, from $99
million to $163 million, a CAGR of 28.2 percent (table 3.15). This increase was largely led by increases in
imports of macadamia nuts, which make up more than 85 percent of U.S. imports of edible nuts under
AGOA from SSA countries.3!! U.S. imports of shelled macadamia nuts under AGOA increased 64.5
percent during 2016—18 by value and 39.7 percent by quantity.3?

The most significant sources of U.S. imports from SSA countries of macadamia nuts under AGOA are
South Africa and Kenya, which each supply almost equal amounts by value (table 3.15). Imports of
macadamia nuts from these countries are a significant portion of total U.S. imports of macadamia nuts
from the world: South Africa and Kenya each account for about 35 percent of total U.S. imports of
macadamia nuts, from all sources.3%3

311 Cashews are another important edible nut export from SSA countries, second to macadamia nuts. In 2018, U.S.
imports of macadamia nuts from SSA countries were twice the value of imports of cashews. However, cashews are
not covered here: since cashews from all sources enter the United States duty free, no cashews enter the United
States under AGOA preferences. USITC DataWeb/USDOC (accessed July 1, 2019).

312 1mports of shelled macadamia nuts from Kenya and South Africa through AGOA make up around 95 percent or
more of total U.S. imports of these products from each country during this period. USITC DataWeb/USDOC
(accessed August 15, 2019).

313 YSITC DataWeb/USDOC (accessed August 15, 2019).
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Table 3.15 Edible nuts: U.S. imports under AGOA from SSA and selected SSA countries, 2016-18
Compound annual

Absolute change growth rate (CAGR)

Product and source country 2016 2017 2018 2016-18 2016-18
Million $ %

Edible nuts 99 125 163 64 28.2
Macadamia nuts, shelled 86 108 141 55 28.2
Kenya 37 52 64 28 32.2
South Africa 42 49 67 24 25.5
Malawi 6 7 9 3 19.1
All other SSA (®) (@) 1 1 74.0
Other 13 17 22 8 27.8

Source: USITC DataWeb/USDOC (accessed July 2, 2019).
Note: Shelled macadamia nuts are found in digest AG020 and enter under HTS 0802.62.0000. Due to rounding, figures may not add up to

totals shown.
a Less than $500,000.

Key Factors Affecting U.S. Imports, 2016-18

The United States is the world’s largest importer of macadamia nuts, accounting for nearly 30 percent of
global imports and one quarter of global consumption, and is followed by the EU and China.3!* The
increase in U.S. imports of macadamia nuts from SSA countries is part of an overall trend of rising
imports of these and all nuts globally, as nut consumption is increasingly seen to be an important part of
healthy diets.3°

Although U.S. production of macadamia nuts has declined slightly over the last 30 years, the U.S. share
of global production has dropped significantly, falling to less than 10 percent in 2018.3® U.S. imports of
macadamia nuts increased not only from SSA countries but also from most other foreign suppliers, with
total U.S. imports of macadamia nuts rising from $112 million in 2016 to $190 million in 2018, a CAGR of
30.1 percent.3'” U.S. imports of macadamia nuts accounted for nearly 80 percent of U.S.
consumption. 318

Increased production of macadamia nuts in South Africa and Kenya also likely contributed to rising U.S.
imports of such products from SSA. South Africa is the world’s largest producer of macadamia nuts,
accounting for more than one-quarter of global production in 2018; it is followed closely by Australia,
which accounts for one-quarter of production.3'° South Africa’s production increased from 10,640
metric tons in 2016 to 16,965 metric tons in 2018 and is expected to double over the next five years as

314 INC, Nuts and Dried Fruits: Statistical Yearbook 2018/2019, March 2019, 32-33.

315 CBI, “Exporting Macadamia Nuts to Europe” (accessed October 25, 2019); Bell, “Macadamia Nuts Double in
Price,” March 10, 2019; Green & Gold Macadamias, “Macadamias—The Ultimate Healthy Fat,” June 12, 2018.

316 U.S. production over the last 30 years has ranged from about 18,000 to 26,000 metric tons, in-shell. In 2018, the
U.S. share of global production was 7 percent; in 1991/92, it was nearly 60 percent. USDA, ERS, Fruit and Tree Nut
Yearbook Tables, table F-12, “Macadamias,” October 31, 2018; INC, Nuts and Dried Fruits: Statistical Yearbook
2018/2019, March 2019, 30; USITC, Macadamia Nuts, November 1992, ix.

317 YSITC DataWeb/USDOC (accessed August 15, 2019).

318 INC, Nuts and Dried Fruits: Statistical Yearbook 2018/2019, March 2019, 32-33.

319 INC, NutFruit Magazine, November 2017, 72; INC, NutFruit Magazine, November 2018, 70; INC, NutFruit
Magazine, July 2019, 70.
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macadamia nut acreage continues to expand.3?° South Africa’s industry has been investing in processing
as well to allow for more exports of shelled products. Indeed, it has become a regional hub for
processing, importing macadamia nuts from Malawi as well as other members of the Southern African
Development Community.3%

Kenya is the world’s third-largest producer, after Australia, and in 2018 produced 7,750 metric tons, or
13 percent of global production 2018.3%2 Kenya’s government is investing in improved macadamia nut
varieties, replacing trees to increase yields and quality.3?® In fact, Kenya has banned the export of in-
shell macadamia nuts since 2009, reportedly in an attempt to build its nut processing industry.3** Some
suggest that this has impeded the country’s growth as an exporter of macadamia nuts in the short term,
but that it has successfully built capacity that will support overall growth of the sector over time.3?°

The rise in macadamia nut demand has been influenced by a number of factors. The first is a general rise
in U.S. and global demand for nuts, including macadamia nuts. In response to growing demand, global
macadamia nut supply increased by over 50 percent from 2013 to 2018, and it is expected to nearly
double from its 2018 level by 2023 as all producing markets expand plantings.3?® The increase in the
supply of macadamia nuts has encouraged more consumption and has also stimulated more use of
macadamia nuts in products such as nut mixes and macadamia nut milk, as well as in relatively
unprocessed form on retail shelves.3*” As a result, demand in the United States and globally continues to
increase, keeping pace with supply increases.3?® The upshot is that unlike many other nuts that have
seen their prices decline, macadamia nut prices are currently at all-time highs.3?°

U.S. Imports of Services from Africa

This section discusses major factors that have led to growth in U.S. imports of certain services—travel,
financial, and air transport services—from SSA countries.33° The Bureau of Economic Analysis (BEA) of

320INC, NutFruit Magazine, November 2017, 72; INC, NutFruit Magazine, November 2018, 70; INC, NutFruit
Magazine, July 2019, 70; INC, “Macadamia Roundtable,” 2018, 8.

321 Brits, “World’s Largest Macadamia Factory Opened,” March 28, 2018; Gutierrez, “Strong South African
Macadamia Crop,” March 5, 2019.

322 INC, Nuts and Dried Fruits: Statistical Yearbook 2018/2019, March 2019, 30.

323 Gale, “Kenya Takes Steps to Raise Profile of Nuts,” July 25, 2019.

324 USDA, FAS, Kenya: Tree Nuts Annual; Kenya Macadamia Annual Report, October 1, 2009, 1; industry
representative, telephone interview by USITC staff, October 22, 2019.

325 Industry representative, telephone interview by USITC staff, October 22, 2019.

326 INC, Nuts and Dried Fruits: Statistical Yearbook 2018/2019, March 2019, 30; Gale, “Green & Gold Macadamias
Partners with Camellia Group,” February 28, 2019.

327 Industry representative, telephone interview by USITC staff, October 22, 2019.

328 Gale, “Macadamia Kernels Remain Scarce,” June 21, 2018; Gale, “Macadamia Supply Is Falling Behind,” July 6,
2017; Green Farms Nut Company, “Planning for the Long Game,” September 2018; INC, Nuts and Dried Fruits:
Statistical Yearbook 2018/2019, March 2019, 33; South Coast Herald, “Nuts for Nuts,” July 17, 2018.

329 USDA, NASS, “Hawaii Macadamia Nuts,” July 12, 2017; GTA, “Latest News: Macadamia,” May 16, 2019; Gale,
“Growth in 2019 Macadamia Supply,” June 3, 2019; industry representative, interview by USITC staff, October 23,
2019.

330 y.S. imports of financial, air transport, and travel services accounted for 64.7 percent of total U.S. private
services imports from Africa in 2018. U.S. imports of travel services grew the most from 2016 to 2018, followed by
technical, trade-related, and other business services; research and development services; and professional and
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the U.S. Department of Commerce publishes limited data on U.S. services imports from Nigeria and
South Africa, as well as from all of Africa (which includes both SSA and North Africa as well as outlying
islands). However, disaggregated data for other SSA countries and for the SSA region as a whole are not
available.®!

U.S. imports of private services from all African countries increased at a CAGR of 11.4 percent during
2016-18, from $8.1 billion to $10 billion.332 In 2018, the sectors with the largest shares of U.S. private
services (which excludes government-provided services) imported from Africa were travel services (48.4
percent), air transport services (13.0 percent) and technical, trade-related, and other business services
(13.0 percent). In both value and percentage terms, the fastest-growing categories of U.S. services
imports during 2016—18 were research and development services; technical, trade-related, and other
business services; financial services; and travel services. (These services exclude government-provided
services.) (table 3.16). The factors driving growth of imports in three services sectors—financial, travel,
and air transport—are discussed below.

management consulting services. However, the technical, trade-related, and other business services; and
professional and management consulting services are broad categories composed of a diverse array of smaller sub-
categories while research and development services occur in a variety of sectors for which limited data are
available.

331 BEA publishes data on U.S. cross-border services trade with Africa as a whole, but does not publish data on such
trade with the SSA region. BEA data cover SSA as a whole plus North Africa, including Egypt, Libya, Algeria,
Morocco, Tunisia, and Western Sahara; and some outlying islands. See USDOC, BEA, “Geographic Area Definitions”
(accessed August 8, 2019).

332 For more information on U.S. trade in services with SSA, please see USITC, “The Sub-Saharan African Services
Economy,” 2017.
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Table 3.16 U.S. imports of private services from Africa by service category, 201618

Absolute Compound annual
change growth rate (CAGR)
Sector 2016 2017 2018 2016-18 2016-18
Million S %
Travel (for all purposes including 4,036 4,444 4,868 832 9.8
education)
Technical, trade-related, and other 993 1,188 1,305 312 14.6
business services
Research and development services 424 665 638 214 22.7
Professional and management consulting 697 726 828 131 9.0
services
Air transport 1,213 1,232 1,311 98 4.0
Financial services 246 345 320 74 14.1
Telecommunications, computer, and 209 204 216 7 1.7
information services
Insurance services 47 42 49 2 2.1
Maintenance and repair services n.i.e. 6 7 7 1 8.0
Other modes of transport 3 2 3 0 0.0
Charges for the use of intellectual 45 @) Q] ®) ®)
property n.i.e.
Total private services imports 8,103 9,098 10,050 1,947 11.4

Source: USDOC, BEA, International Services Tables, table 2.3 (October 15, 2019).

Note: N.i.e. = not included elsewhere.

2 The BEA suppresses these country-specific import data to avoid disclosing individual company data.
b Absolute change and CAGR not provided due to suppressed data.

Approximately corresponding to the international category “trade through commercial presence,”3%

U.S. purchases of services from African-owned affiliates are very small, totaling $253 million in 2017 (the
latest year for which information was available). This came to less than 0.5 percent of the total services
supplied to U.S. persons that year by all foreign-owned affiliates of multinational enterprises (MNEs).334
Among the African-owned affiliates, South Africa supplied 38.3 percent of these sales with $97 million,
and Nigeria accounted for 2.0 percent or $5 million in 2017.33> More information on U.S. foreign direct
investment in SSA and the operations of U.S.-owned affiliates in that region can be found in chapter 4 of
this report.

As data on bilateral services trade between the U.S. and SSA are sparse, the analysis in this section also
presents World Trade Organization (WTO) data on total world imports of services from SSA.33® These

333 The General Agreement on Trade in Services (GATS) identifies four ways that services are traded, or “modes of
supply.” Commercial presence (mode 3) roughly corresponds to “affiliate transactions.” For more information on
modes of supply, see USITC, Recent Trends in U.S. Services Trade: 2019, 2019, 16, box 1.1.

334 According to BEA, affiliate transactions data reflect “services supplied by majority-owned affiliates of
multinational enterprises (MNEs) through the channel of direct investment,” which relates these transactions to
foreign direct investment stock and flows. Total services supplied to U.S. persons by foreign MNEs reported by BEA
include services related to mining and manufacturing. USDOC, BEA, “Definition of International Services” (accessed
August 1, 2019).

335 USDOC, BEA, International Services Tables, table 5.4 (accessed October 15, 2019).

336 This total does not include world imports from the Central African Republic, Chad, Comoros, Equatorial Guinea,
or Gabon, as data on world imports from those countries are unavailable for 2015-17.
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data indicate that world imports of commercial services from SSA increased from $55.0 billion in 2015 to
$58.8 billion in 2017 (the latest year of comprehensive data available), posting an overall CAGR of 3.4
percent during the period (table 3.17).337 South Africa was the source of the largest share of such
imports in 2017 with 26.2 percent, followed by Ghana (11.0 percent) and Nigeria (7.7 percent).33®
Between 2015 and 2017, world imports of commercial services from Nigeria experienced the most
growth in value and percentage terms of any SSA country, increasing by $1.8 billion and 28.8 percent.
During that time, travel services was the fastest-growing sector of world commercial services imports
from the key SSA markets, particularly to Nigeria (up 147.9 percent) and Céte d’Ivoire (up 58.3
percent).3%

Table 3.17 World imports of private services from key SSA markets, 2015-172

Absolute Compound annual

change growth rate (CAGR)

Country 2015 2016 2017 2015-17 2015-17
Million $ %

South Africa 14,662 13,974 15,376 714 2.4
Ghana 6,013 6,260 6,470 457 3.7
Nigeria 2,739 3,241 4,541 1,802 28.8
Kenya 3,709 3,358 3,785 76 1.0
Ethiopia 2,937 2,755 3,264 327 5.4
Cote d’lvoire 643 789 869 226 16.3
Rwanda 567 574 729 162 13.4
All other SSA 23,708 22,794 23,716 8 0.0
Total SSAP 54,978 53,745 58,750 3,772 3.4

Source: WTO, Time Series on International Trade, “Trade in Commercial Services, 2005—onward (BOP6)” (accessed August 12, 2019).

22017 is the latest year for which data are available for most key SSA markets. WTO reports these data as individual SSA countries’ commercial
services imports from the world. The term “commercial services,” as used in the WTO services trade data, is roughly equivalent to the term
“private services” used in BEA services trade data.

b This total does not include world imports from the Central African Republic, Chad, Comoros, Equatorial Guinea, or Gabon, as data on world
imports from those countries are unavailable for 2015-17.

Financial Services

Financial services include brokerage, underwriting, credit card, financial management, advisory and
custody, securities lending, and electronic funds transfer services. Facilitating business in a broad range
of sectors and typically provided by banks, these services enable monetary transactions and allocate
capital.

337 WTO reports these data as individual SSA countries’ commercial services exports to the world. The term
“commercial services,” as used in the WTO services trade data, is roughly equivalent to the term “private services”
used in BEA services trade data. Like the BEA cross-border trade data, the WTO cross-border trade data roughly
correspond to modes 1, 2, and 4 specified in GATS. WTO, Statistics Database, Time Series on International Trade,
“Trade in Commercial Services, 2005—onward (BOP6)” (accessed August 12, 2019).

338 WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005—-onward
(BOP6)” (accessed August 12, 2019).

339 WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005-onward
(BOP6)” (accessed August 12, 2019).
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Overview of U.S. Imports

BEA data indicate that U.S. imports of financial services from Africa as a whole are small, comprising only
1.0 percent of total U.S. imports of financial services in 2018. However, U.S. financial services imports
from Africa have grown quickly in recent years, increasing at a rate of 14.1 percent from $246 million in
2016 to $320 million in 2018. Comparatively, total U.S. financial services imports grew at a rate of 10.3
percent between 2016 and 2018. South Africa accounted for 36.3 percent ($116 million) of U.S. financial
services imports from SSA in 2018, and Nigeria accounted for 9.7 percent ($31 million) (table 3.18).3%

Table 3.18 Financial services: U.S. imports from Africa and selected SSA countries, 2016-18
Compound annual

Absolute change growth rate (CAGR)

Source Country 2016 2017 2018 2016-18 2016-18
Million $ %

Africa 246 345 320 74 14.1
South Africa 86 110 116 30 16.1
Nigeria 26 23 31 5 9.2
All other 134 212 173 39 13.6

Source: USDOC, BEA, International Services Tables, table 2.3 (October 15, 2019).

U.S. purchases from African-owned financial services affiliates are very small but rapidly growing, having
increased from $11 million in 2015 to $21 million in 2017 (the latest year available).3*! In 2017, $16
million or 76.2 percent of U.S. purchases from African-owned financial services affiliates were from
finance firms that are not depository institutions.3*? Data on affiliate purchases from South Africa are
only available for the combined financial services and insurance services category;3* however, as U.S.
affiliate purchases from all African-owned insurance affiliates were zero throughout 2015-17, purchases
recorded in this combined category must solely reflect purchases from financial services affiliates. In
2017, U.S. purchases of services from South African-owned financial services affiliates totaled $12

million.3**

Key Factors Affecting U.S. Imports, 2016-18

As U.S. financial services imports typically occur through partnerships with local financial institutions,
the recent development and increasing maturity of SSA financial services markets may boost U.S.
imports from the region. Recent FDI growth in SSA is also supporting the development of the region’s
financial sector and increasing U.S. demand for financial services from local SSA institutions. While

340 WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005—onward
(BOP6)” (accessed August 12, 2019).

341 Affiliate transactions and cross-border imports are not directly comparable, as they are calculated differently.
However, in general, U.S. purchases of financial services from SSA-owned firms operating in the United States are
significantly larger than U.S. imports of these services. USDOC, BEA, International Services Tables, table 5.4
(accessed October 15, 2019).

342 YsDOC, BEA, International Services Tables, table 5.4 (accessed October 15, 2019).

343 USDOC, BEA, International Services Tables, table 5.4 (accessed October 15, 2019).

344 BEA suppresses Nigerian data to avoid disclosing individual company data. USDOC, BEA, International Services
Tables, table 5.4 (accessed October 15, 2019).
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advanced economies are experiencing a global slowdown, according to one source African banking
markets are almost twice as profitable as the global average.?* For this reason, many investors see SSA
as the “final frontier,” with FDI flows to SSA rising by 13 percent to $32 billion in 2018.3 This increased
investment activity may result in growing demand for SSA financial services by U.S. firms.3*’

Air Transport Services

Air transport services include passenger transport, freight transport, and airport services. The United
States imports air passenger transport services when foreign airlines transport U.S. residents to and
from the United States or between two foreign countries. U.S. imports of air freight services occur when
foreign airlines transport U.S. goods between the United States and foreign countries or between two
foreign ports. U.S. imports of airport services encompass the value of goods and services—such as
aircraft handling and terminal services, among others—procured by U.S. airlines at foreign airports.34®

Overview of U.S. Imports

U.S. cross-border imports of air transport services from all of Africa totaled $1.3 billion in 2018. South
Africa and Nigeria—the only two SSA countries for which BEA provides discrete data on U.S. cross-
border services trade—respectively accounted for 18.1 percent ($237 billion) and 2.6 percent (534
billion) of total U.S. imports of air transportation services from Africa in that year (table 3.19). Passenger
transport makes up the majority of U.S. air transport services imports from Africa (70.8 percent in 2018),
followed by airport services (18.6 percent) and air freight transport (10.5 percent).

345 Chironga et al., “Roaring to Life: Growth and Innovation,” February 2018, 6.

346 UNCTAD, World Investment Report 2019: Special Economic Zones, 2019, 37.

347 Alfaro et al., “FDI and Economic Growth: The Role of Local Financial Markets,” October 2004; Bayer and
Gavriletea, “Foreign Direct Investment Inflows and Financial Development,” May 2018; Krueger, “Financial Markets
and Economic Growth,” September 29, 2006.

348 USDOC, BEA, NIPA Handbook: Concepts and Methods, November 2017.

U.S. International Trade Commission | 109



U.S. Trade and Investment with Sub-Saharan Africa: Recent Trends and New Developments

Table 3.19 U.S. imports of air transport services by sector from selected SSA countries, 2016-18

Absolute change Compound annual growth

Sector and Source Country 2016 2017 2018 2016-18 rate (CAGR) 2016-18
Million $ %
Total air transport
Africa 1,213 1,232 1,311 98 4.0
Nigeria 30 32 34 4 6.5
South Africa 249 244 237 -12 -2.4
Passenger
Africa 849 859 928 79 4.5
Nigeria 11 12 13 2 8.7
South Africa 183 179 173 -10 -2.8
Freight
Africa 107 121 138 31 13.6
Nigeria 2 2 2 0 0.0
South Africa 3 4 4 1 15.5
Port
Africa 257 251 244 -13 -2.6
Nigeria 18 18 19 1 2.7
South Africa 63 61 59 -4 -3.2

Source: USDOC, BEA, International Services Tables, table 2.2 (October 15, 2019).

WTO data for 2018 are still incomplete, with data available only for Africa as a whole and for Ethiopia at
the country level. However, some trends are discernable. World imports from Africa increased from

S9 billion in 2016 to almost $12 billion in 2018, driven by rising imports from Ethiopia as well as smaller
increases in Nigeria and Rwanda (figure 3.1). Others experienced a fall; for example, imports from Ghana
dropped from $203 million in 2016 to $122 million in 2017.
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Figure 3.1 World imports of air transportation services from select SSA countries, 201618
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Source: WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005—onward” (accessed September 23,

2019).
Note: Data for Ghana, Kenya, Nigeria, and Rwanda were not available for 2018. See appendix table I.3 for a tabular presentation of the data in

this figure.

Key Factors Affecting U.S. Imports, 2016-18

Growth in U.S. imports of air transport services was principally driven by growth in imports of passenger
transport services which, in turn, was likely tied to the growth in U.S. travel services imports from SSA
during the period. SSA airlines are well positioned to take advantage of this travel-related increase in
U.S. demand for air passenger services, as they offer a number of direct flights between SSA and the
United States and fly most routes between SSA countries. While most flights between the United States
and SSA include layovers in third countries (primarily in Europe), SSA-based airlines South African
Airways, Ethiopian Airlines, Kenyan Airways, and Cabo Verde Airlines offer direct flights to and from the
United States,3*° and many flights within the region are operated by local partners.

U.S. imports of airport services from SSA fell slightly during 2016—18. This is potentially due to growing
competition from U.S. airlines providing direct flights to SSA countries, as described in chapter 2.

Travel Services

Data on trade in travel services reflect foreign residents’ purchases of goods and services—such as food
and lodging—while traveling abroad for personal, business, health, and education purposes. A U.S.
resident’s expenditures while visiting a foreign country are therefore considered U.S. imports of travel
services. Travel services make up a large share of total U.S. services trade with SSA, and U.S. travel

349 Zijlma, “How to Fly Direct from the USA,” May 5, 2019.
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services imports from SSA have grown steadily in recent years. Available data suggest that South Africa
and Nigeria are important sources of U.S. travel imports from SSA.3%°

Overview of U.S. Imports

Travel services account for almost half (45.0 percent) of all U.S. cross-border services imports from
Africa. During 2016—18, U.S. imports of travel services from Africa rose from $4.0 billion to $4.9
billion.%! South Africa accounted for 21.4 percent (or $1.0 billion) of total U.S. travel imports from Africa
in 2018, while Nigeria accounted for 3.8 percent (or $185 million) (table 3.20). According to data from
the U.S. Department of Commerce’s National Travel and Tourism Office, South Africa was the top
destination country in SSA for U.S. travelers in 2017 (with 307,000 arrivals), and ranked 43rd among
worldwide destinations. This represents a 9 percent increase in the number of U.S. travelers to the
country from 2016.352 This is likely due, in part, to South Africa’s more highly developed tourism
infrastructure, which offers travelers a wider range of accommodations and activities than in other SSA
countries.

Table 3.20 Imports of travel services from Africa and selected countries, 201618

Compound annual
Absolute change growth rate (CAGR)

Source Country 2016 2017 2018 2016-18 2016-18
Million S %

Africa 4,036 4,444 4,868 832 9.8
South Africa 829 936 1,041 212 12.1
Nigeria 187 159 185 -2 -0.5
All other Africa 3,020 3,349 3,462 622 9.8

Source: USDOC, BEA, International Services Tables, table 2.2 (accessed August 26, 2019).

Data published by the African Development Bank on tourist arrivals also indicate that, while European
countries are the largest source of foreign tourists traveling to many SSA countries (largely due to
colonial ties and the shorter distance between Europe and Africa), the United States historically has
been the largest source of extra-regional foreign tourists traveling to Ethiopia, Ghana, and Rwanda.3>3
Interestingly, developing countries represent a growing source of tourists to Africa. In particular, tourist
arrivals from China have increased rapidly in recent years, likely due to strengthening ties and more
direct flights between that country and SSA.3>*

Key Factors Affecting U.S. Imports, 2016-18

In recent years, SSA countries have developed increasingly sophisticated tourism marketing campaigns
to promote the region’s natural and cultural attractions to potential foreign visitors, improving the

350 UsSDOC, BEA, International Services Tables, table 2.2.

351 USDOC, BEA, International Services Tables, table 2.2.

352 ysDOC, ITA, National Travel and Tourism Office, 2017 Top Destinations Visited by U.S. Resident Travelers 2016—
2017 (accessed September 23, 2019).

353 AfDB, Africa Tourism Monitor: Unlocking Africa’s Tourism Potential, October 2015.

354 Butcher, Yuan, and Uppuluri, “China’s Outward Foreign Direct Investment in Sub-Saharan Africa,” July 2019.
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effectiveness of their tourism marketing and branding.3** Social media is an increasingly important tool
for communication, with Instagram and Twitter accounts promoting tourism to the region to U.S.
audiences. For example, South Africa collaborates with “influencers” through its @visitsouthafrica
account in order to promote tourism in its country.3%®

Although U.S. imports of travel services from Africa are increasing, they still are small compared to U.S.
imports from other regions.3*” This can be attributed to a combination of factors. Tourism infrastructure
in SSA is relatively underdeveloped,3>® which has led to higher travel and accommodation costs. Flights
to South Africa cost approximately 50 percent more than flights of comparable length to other overseas
destinations (like Asia).3* Costs for activities—such as safaris—are approximately 38 percent higher
than comparable activities in Latin America.3® Political instability and other security risks are also key
concerns. As of February 2020, the U.S. State Department’s Bureau of Consular Affairs had posted
higher level travel advisories for at least 12 SSA countries.3¢! Visa fees and travel-related bureaucracy
also impose costs on travelers. While 16 countries in SSA grant visas to U.S. passport holders on arrival,
the official cost of a tourist visa on arrival can be $100 or higher in some countries, such as Tanzania
($100) and Nigeria ($180).3%2

U.S. imports of travel services from SSA will likely rise in coming years. The United Nations World
Tourism Organization expects overall visitor arrivals in SSA to continue to grow, and the U.S. share of
those arrivals has been relatively stable,*®3 suggesting future growth in U.S. imports of travel services.
Further, SSA destinations are working to improve infrastructure and increase their integration into the
online travel market.3** Also, as mentioned earlier in the chapter, more direct flights are being offered
between the United States and SSA by both U.S. and African airlines. While underdeveloped
infrastructure and political instability may continue to pose a challenge for future growth in U.S. travel
to SSA, increasing economic development in the region may address some of these issues.

35 Christie et al., “Tourism in Africa,” 2013, 48.

356 Alfonso, “South African Tourism Launches ‘Choose Your Adventure,” March 28, 2019.

357 USDOC, BEA, International Services Tables, table 2.3 (accessed September 23, 2019).

358 For example, South Africa ranked 53rd out of 136 countries on the World Economic Forum’s Global Travel and
Tourism Competitiveness Index in 2017, which rates markets based on tourism-related regulation, business
conditions, and human capital. South Africa had the highest ranking among SSA countries on the index, with five
other SSA countries ranked in the middle third. WEF, The Travel and Tourism Competitiveness Report 2017, April 5,
2017, 45.

359 Fares within SSA are also comparatively expensive. This factor, coupled with poor road quality and lack of rail
transport, leads to limited intra-regional travel as well. World Bank, Tourism in Africa, 2015.

360 |n part this is due to costlier accommodations. Christie et al., “Tourism in Africa,” 2013, 48.

361 These 12 SA countries had travel advisories at level 3 or 4. Level 3 indicates “Reconsider Travel,” while level 4
indicates “Do Not Travel.” USDOS, Bureau of Consular Affairs, “Travel Advisories” (accessed February 18, 2020).
362 Though South Africa offers a free visa on arrival to U.S. travelers. Embassy of Nigeria, “Nigeria Online Visa
Application Requirements and Procedures” (accessed September 30, 2019); Government of Tanzania, Ministry of
Home Affairs, “Entry Requirements and Visa Information” (accessed September 30, 2019).

363 UNWTO, World Tourism Barometer, September 26, 2016, 15.

364 AfDB, Africa Tourism Monitor: Unlocking Africa’s Tourism Potential, October 2015, 14.
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Chapter 4
Global Value Chains and Foreign
Direct Investment in SSA

Introduction

The strong linkage between global value chains (GVCs), foreign direct investment (FDI), and
international trade is one of the main features of globalization. A value chain is defined as the “full range
of activities that firms and workers do to bring a product from its conception to its end use and beyond,
such as design, production, marketing, distribution, and support to the final consumer.” When these
value chain activities are carried out in an inter-firm network on a global scale through FDI, trade, and
non-equity, contract-based partnerships, this network of activities is called a GVC.3%

Firms increasingly organize their production globally by combining trade and FDI, in addition to non-
equity, contract-based partnerships. Multinational enterprises (MNEs) are the central and dominant
actors behind such linkages.3% They serve as the backbone of GVCs by linking and coordinating
international production networks, while channeling the movement of capital, goods, services, and
knowledge across countries.®’ Currently, about 70 percent of international trade is mediated by GVCs,
such that exports from one country to another often involve complex interactions between multiple
domestic and foreign suppliers.3%® A country’s participation in GVCs also increases and can be enhanced
by its capacity to attract FDI.3%°

To provide a better understanding of U.S. trade and investment with sub-Saharan Africa (SSA), especially
in the context of GVCs, this chapter covers U.S. FDI in SSA and U.S. integration in GVCs in SSA. The first
section of the chapter presents an overview of SSA’s participation in GVCs. It also identifies the key SSA
countries that play an important role in GVCs and the key sectors that have relatively strong GVC
integration in SSA. The second section describes the macroeconomic and policy environment that
affects trade, FDI, and GVC participation, as well as the associated economic benefits to SSA. The third
section presents an overview of U.S. FDI in SSA from 2016 to 2018, and examines the leading market
destinations and sectors for U.S. investment. Specifically, it examines the largest sectors for U.S.
outward FDI, in terms of total position (investment stock) and number of projects, and discusses, when
possible, factors influencing potential future growth in these sectors. The fourth section presents three
case studies on U.S. firms’ integration with key GVCs in SSA (motor vehicle manufacturing, petroleum
and natural gas extraction, and agrifood processing), which are selected because of their relative

365 Gereffi and Fernandez-Stark, Global Value Chain Analysis: A Primer, May 31, 2011, 4.

366 Andrenelli et al., “Micro-Evidence on Corporate Relationships in Global Value Chains: The Role of Trade, FDI and
Strategic Partnerships,” April 25, 2019.

367 OECD, “Measuring International Investment by Multinational Enterprises,” 2015.

368 OECD, “The Trade Policy Implications of Global Value Chains” (accessed January 24, 2020).

369 Byelens and Tirpak, “Reading the Footprints: How Foreign Investors Shape,” May 2017.
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importance to SSA economies and the strong presence of U.S. participation in these value chains, as well
as the large potential for deepening U.S. firms’ integration.

Key Findings

SSA does not play a big role in GVCs, and there is potential for its existing value chains to be more
integrated regionally and globally. The majority of SSA’s GVC participation is in the form of providing raw
materials and primary inputs (e.g., crude petroleum, agricultural products, ores, or base metals) to other
countries for downstream processing and export production. SSA’s GVC participation is most integrated
with Europe, and to a lesser degree, with Asia and North America (including the United States). South
Africa, Nigeria, and Angola accounted for the largest shares of GVC-related trade in SSA in 2018. Mining
(including petroleum and natural gas extraction) topped SSA’s GVC participation in absolute value terms.
Transportation equipment (including motor vehicles) topped SSA’s participation in GVCs incorporating
the highest share of foreign inputs, while agriculture and agribusiness can potentially benefit the most
from developing and expanding GVC integration.

FDI is one of the key elements promoting trade and GVC integration. U.S. FDI positions in SSA remained
almost unchanged from 2016 to 2018, though there was a decrease from 2017 to 2018. The mining
sector was the largest destination sector, in terms of value, for cumulative U.S. investment in Africa.?”®
However, the two largest sectors in terms of the number of actual projects were the services sector—
specifically business services and software/information technology (IT) services. In 2018, the top three

SSA destinations for outward U.S. investment stock were Mauritius, South Africa, and Nigeria.

Three industries are selected for case studies on U.S. firms’ integration with key GVCs in SSA. They are
motor vehicles, petroleum and natural gas extraction, and agrifood processing for beverages and coffee.
These case studies illustrate the various forms of U.S. firms’ integration with GVCs in SSA, as well as their
respective opportunities and challenges. The key findings of these case studies are summarized in table
4.1.

370 This includes U.S. FDI positions in mining in SSA, as well as in North African countries including Algeria, Egypt,
Libya, Tunisia, and Morocco. BEA data do not break out U.S. FDI positions in mining in SSA separately.
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Table 4.1 Key findings of case studies on U.S. firms’ integration with key global value chains (GVCs) in
SSA

Countries of Opportunities and challenges for future
Value chain focus U.S. firms’ current integration integration
Motor vehicle South Africa, Ford engages in integrated U.S. firms have made few investments in SSA
manufacturing Nigeria vehicle and engine because of limited automobile manufacturing
manufacturing in South Africa outside of South Africa. SSA’s market size and
and in kit manufacturing in greater regional integration, increased
Nigeria. Thirteen U.S. firms manufacturing capability, and improved
engage in automotive parts government policies are expected to drive
manufacturing in South Africa. future opportunities in this sector.
Petroleum Nigeria, Most of the major U.S. firms that Further U.S. integration into SSA’s petroleum
and natural Angola, engage in both petroleum and and natural gas extraction value chain will
gas extraction Ghana, natural gas extraction, as well as  depend on global supply and demand factors,
Mozambique, oilfield services and supporting  as well as regulatory developments and the
other SSA services, and that operate economic and technical viability of resource
countries internationally are involved in endowments in SSA countries.
SSA.
Agrifood South Africa, U.S. multinational firms engage = Opportunities exist for significant U.S.
processing for Nigeria, in production in the SSA involvement in the beverage value chain due
coffee and Ethiopia, beverage sector, supplying inputs to the fast growth of the SSA beverage sector,
beverages Uganda, and producing beverages for the though challenges remain from policy
other SSA local market. In the SSA coffee uncertainty, taxes, and weak transportation
countries sector, U.S. firms primarily infrastructure. U.S. firms working in the coffee
purchase raw coffee beans, but  sector will likely face challenges developing
are increasingly involved in regional, rather than country-specific, roasting
creating more sustainable and retail supply chains.

networks of growers.

Source: Compiled by USITC.

SSA’s Participation in GVCs

Global investment and trade are increasingly structured around GVCs. This section presents an overview
of SSA’s participation in GVCs, which encompasses value chains at all levels, including global, regional,
and domestic value chains, as well as industry- or product-specific value chains.

Engaging in GVCs provides SSA countries with opportunities for industrialization and economic
upgrading, as well as the potential for structural transformation. It allows SSA countries to utilize their
comparative advantage (e.g., a relatively cheap labor force that is the world’s fastest-growing); develop
a specialization in less sophisticated products, tasks, or functions within a value chain without having to
first develop full domestic industrial capability; and benefit from knowledge and technology spillovers
throughout value chain engagement. GVC involvement can create incentives for FDI inflows, grant global
market access, and promote trade between countries. In addition, it incentivizes SSA countries to
improve infrastructure, develop human capital, and grow services sectors that support value chains.3”*
These economic upgrades, in turn, can attract more U.S. FDI in SSA, lead to an increasing demand for
U.S. goods and services, and generate more opportunities for U.S. firms’ integration with GVCs in SSA.

371 AfDB, OECD, and UNDP, African Economic Outlook 2014: Global Value Chains, 2014, 128-30.
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Overview

An economy can engage in GVCs in one of two ways: “forward” and “backward.” When an economy
provides tangible or intangible inputs for other economies’ production of exports, it is called forward
GVC participation.®2 When an economy uses inputs from foreign sources for its own production of
exports, it is called backward GVC participation.3”® Both forward and backward GVC participation are
measured in terms of dollars (or other currency). In the trade in value added (TiVA) approach,3’* forward
GVC participation is measured by domestic value added in an economy’s gross exports that are used for
producing other economies’ exports, and backward GVC participation is measured by foreign value
added in an economy’s gross exports. Over 70 percent of SSA GVC participation is in the form of forward
GVC participation,®”®> mainly by providing raw materials and primary inputs (e.g., crude petroleum,
agricultural products, ores, or base metals) to other countries for downstream processing and export
production.37®

Total GVC-related trade, also referred to as GVC participation, is defined as the sum of the dollar value
of forward and backward GVC participation. SSA’s total GVC-related trade was small but growing in
recent decades, increasing from $29.0 billion in 2000 to $117.0 billion in 2018. SSA’s share of total global
GVC-related trade increased slightly, from 0.9 percent to 1.0 percent in the period. As noted earlier, SSA
does not play a big role in GVCs, lagging behind all other regions (table 4.2).37

372 An economy can engage in forward GVC participation via (1) upstream production activities, which it supplies
tangible inputs such as raw or partially processed materials (e.g. crude petroleum), or components and parts (e.g.
auto engines) to downstream industries for further processing or final production, or (2) upstream services
activities, such as research and development or product design, which are incorporated in the ensuing production.
373 An economy can engage in 