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Abstract

This staff report provides insight into many aspects of the sub-Saharan African (SSA) services
sector, describing some of its general characteristics and highlighting distinctive qualities of
this segment of the region’s economy. This report is a compilation of recent work, and as
such, does not attempt to present summary findings or a comprehensive overview of the
region’s services sector. Despite this, a few broad themes do emerge from the analyses
contained in the report. For example, overall services output and trade in SSA, while small,
are growing rapidly: in many individual SSA countries, services account for more than half of
total GDP. Nonetheless, several factors—including poor infrastructure and a lack of skilled
workers, among others—continue to inhibit services sector expansion in the region.

The report begins with a brief overview of SSA services output, employment, and trade. This
section also discusses a number of issues affecting the SSA services sector as a whole,
including the growth in Chinese investment and foreign aid in the region, informal sector
participation in the SSA services economy, and the extent of measures affecting the foreign
provision of services in SSA. The second section of the report focuses on trends in particular
services industries, and includes discussions on SSA markets for architecture, engineering,
and construction (AEC) services; financial services (with a focus on microinsurance);
telecommunications (with special attention to the recent expansion of submarine cable
infrastructure and mobile money); tourism; and transportation services (with a particular
emphasis on transit corridors). The final section of the report provides overviews of service
sector developments in a sub-group of SSA countries, including Botswana, Ethiopia, Ghana,
Kenya, Mauritius, Nigeria, Rwanda, Senegal, South Africa, Tanzania, Togo, Uganda, and
Zambia.
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Introduction

This report provides insight into many aspects of the sub-Saharan African (SSA) services sector,
describing some of its general characteristics and highlighting distinctive qualities of this
segment of the region’s economy. Much of the content included in this report first appeared in
Executive Briefings on Trade (EBOTs) published by the U.S. International Trade Commission
(Commission or USITC).! As such, this report should be viewed as a compendium of recent
Commission research and analysis on this topic, rather than a comprehensive overview of the
region’s services sector.

Beginning in October 2014, the Commission published a series of 14 EBOTs on the SSA services
sector. Some of these focused on particular issues or industry markets—such as the Nigerian
film industry (known as “Nollywood”), mobile money, and transit corridors, among others—
while others provided brief, data-based overviews of services markets in particular SSA
countries. Information drawn from these EBOTs has been included here and updated where
possible and appropriate. This report also presents new material which expands on themes
contained in the previously published EBOTs and discusses additional topics and country
markets.

Data on SSA services markets are often very limited and of variable quality. Despite these
difficulties, an effort was made to remain consistent from section to section. However, as this
report is a compilation of papers written at different times and for different publications, data
presented in each segment of the report are the most recent available as of the time that a
particular segment was last updated for review. In most cases, data on gross domestic product
(GDP), which are presented in constant 2010 U.S. dollars, are from the World Bank World
Development Indicators database. Trade data, which are presented in current U.S. dollars, are
from the World Trade Organization (WTO) Statistics Database. Finally, employment data are
from the Key Indicators of the Labour Market (KILM), a database of the International Labour
Organization (ILO).

In instances where another source (such as an SSA government statistical agency) publishes
similar data that offer more detail on a particular country’s market size or composition, these
data have been included either in place of, or in addition to, World Bank, WTO, and ILO data.
When possible and appropriate, data on other indicators—such as tourist arrivals, fixed-line
and mobile phone subscriptions, and number of students, among many others—were also

! Many of these are available individually on the Commission’s website at
https://usitc.gov/research and analysis/executive briefings.htm.
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Introduction

included in order to provide greater insight into trends in particular industry markets (see
appendix A).

Analyses in this compendium generally cover the longest period between the years 2005 and
2015 for which data are available. However, “preliminary” data were not incorporated in these
analyses. And in a few instances, data for the most recent year were not included if data for the
previous year were available in significantly greater detail.

The report begins with a brief overview of SSA services output, employment, and trade. This
section also discusses a number of issues affecting the SSA services sector as a whole, including
the growth in Chinese investment and foreign aid in the region, informal sector participation in
the SSA services economy, and the extent of measures affecting the foreign provision of
services in SSA.

The second section of the report focuses on services sector trends in SSA. In certain instances, it
also highlights developments in particular niche markets. It includes discussions on SSA markets
for architecture, engineering, and construction (AEC) services; financial services (with a focus on
microinsurance); telecommunications (with special attention to the recent expansion of
submarine cable infrastructure and mobile money); tourism; and transportation services (with a
particular emphasis on transit corridors). The final section of the report provides overviews of
service sector developments in a sub-group of SSA countries, including Botswana, Ethiopia,
Ghana, Kenya, Mauritius, Nigeria, Rwanda, Senegal, South Africa, Tanzania, Togo, Uganda, and
Zambia. These countries were selected for analysis based on the size and growth of their
service sectors, among other factors.

This report is a compilation of recent work, and as such, does not attempt to present summary
findings. Despite this, a few broad themes do emerge from the analyses contained in the
report. For example, overall services output and trade in SSA, while small, are growing rapidly:
in many individual SSA countries, services account for more than half of total GDP. Nonetheless,
several factors—including poor infrastructure and a lack of skilled workers, among others—
continue to inhibit services sector expansion in the region.

12 | www.usitc.gov



Chapter 1
An Overview of the Sub-Saharan
Africa Services Market

The services markets of sub-Saharan African (SSA) are small compared to those in developed
markets, with SSA as a whole accounting for only 1.8 percent of global services value added in
2014. However, services sector output in the region has grown rapidly in recent years. SSA
services value added increased at a compound annual growth rate (CAGR) of 6.3 percent during
2005-14, outstripping world services sector growth (2.6 percent) by a significant margin.? This
chapter gives a brief overview of output and employment in the SSA services sector; highlights
key markets, industries, and growth trends in SSA services trade; and discusses the relative
openness of services markets in the region. The chapter concludes by focusing on one of the
many issues that affect the SSA region as a whole: China’s growing presence in the region.

GDP and Employment

Services account for a large and growing share of overall SSA economic output. In 2015, the
services sector accounted for 58.0 percent of SSA gross domestic product (GDP), up from

47.6 percent in 2005. However, despite rapid growth, the services share of SSA’s GDP remained
significantly lower than the 2014 global average (68.5 percent, latest available data).? The
extent to which individual SSA countries rely on services sector output varies widely (figure 1.1).
For example, in 2015 services accounted for more than 70 percent of GDP in Cabo Verde,
Mauritius, and Sao Tome and Principe.4 Distribution services (including restaurants and hotels)
and financial, business, and real estate services are large contributors to services output in each
of these countries. > By contrast, services accounted for a particularly small share of output in
Chad (33.4 percent) and Sierra Leone (33.9 percent) in 2015. The agriculture sector accounted
for over half of GDP in each of these countries in 2015 (52.4 percent for Chad and 61.3 percent
for Sierra Leone).

South Africa and Nigeria, SSA’s two largest economies, dominate the SSA services economy;,
respectively accounting for 29.9 percent and 27.8 percent of SSA services value added in

> World Bank, World Development Indicators database (accessed September 9, 2016).
3 .
Ibid.
4 Additonally, services accounted for 83.0 percent of GDP for Seychelles in 2014 (latest data available).
> Nshimyumuremyi and Simpasa, “Cabo Verde 2016,” 2016, 5; Kalumiya and Bor, “Mauritius 2016,” 2016, 5;
Harnack, Oduor, and Temesgen, “Seychelles 2016,” 2016, 4.
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Figure 1.1: Sub-Saharan African services, value added (% of GDP) 2015
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Source: World Bank, World Development Indicators database (accessed April 26, 2017). (See appendix table B.1).
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2015 (figure 1.2). The next-largest services market for which data are available—Sudan—
accounted for only 3.6 percent.® The services markets of South Africa and Nigeria are discussed
in greater detail in chapter 3, along with those of four other countries which contribute at least
2 percent of SSA services value added—Kenya, Ghana, Ethiopia, and Tanzania. A specific
discussion on the Sudanese services market is not included due to the relative lack of recent
data available for that economy.

Employment data for the SSA services sector are sparse; even the overall number of employees
in this sector is not known. However, the International Labour Organization provides some data
on service sector employment in certain SSA countries. Among the 21 countries for which one
or more years of data are available for 2010-15, Services accounted for particularly high shares
of total employment in Seychelles (80.4 percent in 2015) and South Africa (70.6 percent in
2015),” and particularly low shares in Rwanda (16.3 percent in 2012) and Madagascar

(16.4 percent in 2015).2 Employment data for certain other countries are included in chapter

3, where available.’

Figure 1.2: SSA services value added, by country, 2015
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Source: World Bank, World Development Indicators database (accessed September 9, 2016). (See appendix table B.2).
Note: Shares were calculated using data on services value added in constant 2010 U.S. dollars.

® The World Bank does not provide disaggregated data on services sector value added for Angola, Djibouti,
Equatorial Guinea, Eritrea, or Somalia.

7 During 2010-15, the services share of South African employment was highest in 2014 (71.9 percent).

& The 21 countries for which such data are available include Benin, Botswana, Cote d’lvoire, Ethiopia, The Gambia,
Ghana, Liberia, Madagascar, Mali, Mauritius, Namibia, Nigeria, Rwanda, Senegal, Seychelles, South Africa,
Tanzania, Togo, Uganda, Zambia, and Zimbabwe. ILO, ILOSTAT database (accessed May 17, 2017).

° For information on informal sector employment, see box 1.
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Box 1.1: The Informal Sector Contributes Substantially to the Sub-Saharan African Services Economy

While there are no specific data on the informal sector’s contribution to the SSA services economy,
estimates suggest that the overall SSA informal sector is large, and services activities generally account
for a substantial share of its output and employment. Although there are multiple definitions of the
informal sector, this segment of the economy is generally said to include unincorporated private
enterprises that are typically run by individuals or groups on a small scale; in addition, informal
businesses may employ workers who are not covered by a formal employment contract.” The informal
sector often accounts for significant shares of employment in industries such as manufacturing and
mining, but accounts for particularly large shares in services industries like retail, transportation, and
finance due to the low capital requirements and lack of measures affecting entry in these industries.
External constraints on economic development, such as high taxes and strict regulation, may lead to
higher levels of informal economic activity by restricting the entry of firms into the formal sector.”

According to the most recent estimates, the informal sector as a whole accounted for approximately

60 percent of total employment in the region.® South Africa recorded the lowest rate of informal
employment in SSA—33 percent in 2010—while Madagascar and Mali recorded the highest rates, at
above 70 percent in 2004 and 2005 respectively.d Further, the informal sector was estimated to account
for an average of 55 percent of SSA’s gross national income in 2013, ranging from less than 30 percent in
South Africa to almost 60 percent in Nigeria and Tanzania.? Common informal sector services providers
in SSA include street or market vendors in the retail sector, unlicensed truck drivers in the
transportation sector, and local moneylenders in the financial sector. The informal sector plays a role
both in supplying intermediate inputs to services exporters in the formal sector and in providing the
“last mile” of connection to the consumer. Examples of the latter include Nollywood’ DVDs that are
screened to customers of makeshift movie theaters or mobile money kiosks that facilitate international
financial transactions such as the sending of remittances.® Informal sector service suppliers also make an
important contribution to SSA goods markets. For instance, small traders (often women) who cross
borders to buy and sell products, arbitraging price differences in the process, move millions of tons of
agricultural produce around SSA annually.” Additionally, services such as cleaning, maintenance, and
repair may be embedded in small-scale manufacturing. These services are often subcontracted to
informal firms, contributing indirectly to the exports of SSA manufactured products.

In SSA as elsewhere, the informal sector can have both positive and negative impacts on a country’s
economy. The informal sector provides employment opportunities for many people who would not
otherwise find jobs, and in some cases provides services more inexpensively than formal sector firms,
which are subject to government regulation. However, countries with high levels of informality typically
grow at slower rates and trade less than countries with lower levels of informality, due to the lower
productivity of informal firms.' Informal employment is also often accompanied by low wages and a lack
of labor protections, which can lead to bifurcated labor markets associated with higher levels of income
inequality.

® Definitions of the informal economy differ as to the level of organization that is considered to be informal (i.e. casual
employment of strangers compared to more complex informal contracts involving kinship ties) and how smallholding or
subsistence agriculture is treated. However, these definitions generally agree that the informal sector is characterized by
enterprises that are not recognized or protected by legal or regulatory frameworks. People who are informally employed may
also work in the formal sector simultaneously. See ILO, “Guidelines Concerning a Statistical Definition,” (accessed October 9,
2015); Marjit and Kar, “The Outsiders,” 2011.

b Bacchetta, Ernst, and Bustamante, “Globalization and Informal Jobs in Developing Countries,” 2009, 87-90.

°ILO, “Trade and Employment,” 2009; Sparks and Barnett, “The Informal Sector in Sub-Saharan Africa,” 2010. If the more
developed economy of South Africa is excluded, informal labor arrangements account for up to 78 percent of non-agricultural
employment in SSA.
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d Key Indicators of the Labour Market database (accessed November 2, 2015). These rates reflect the ratio of the estimated
number of informally employed persons to the total number of employed persons in each country, excluding the agriculture
sector.

€ AfDB, “Recognizing Africa’s Informal Sector,” 2013; Verick, “The Impact of Globalization on the Informal Sector,” 2006. The
informal sector is often not captured in official statistics such as GDP, though the coverage of activities varies by country.

fNollywood is the name given to the Nigerian film industry. See also “Nigeria’s Film Industry: Nollywood Looks to Expand
Globally” in chapter 2 for more information.

€ Gupta, Patillo, and Wagh, “Impact of Remittances on Poverty,” 2007.

"World Bank, “A Step towards Formalization,” August 19, 2014.

iBacchetta, Ernst, and Bustamante, “Globalization and Informal Jobs in Developing Countries,” 2009, 87-90.

Sub-Saharan African Trade with the World*®°

SSA accounted for a small share (about 2 percent) of global commercial services trade volume
in 2015. However, SSA services trade volume has grown rapidly in recent years and accounted
for 24.6 percent of total SSA trade in 2015.* U.S. services trade with the African continent has
also grown rapidly in recent years.

Commercial services*? account for a small but growing share of total SSA trade. In

2015, commercial services accounted for 16.9 percent of total SSA goods and services exports
and for 29.7 percent of imports.13 During 2005-15, SSA exports and imports of commercial
services doubled, with exports increasing by 108.1 percent to $58.1 billion and imports
increasing 120.5 percent to $156.9 billion (figure 1.3).

1% \WTO reclassified data based on the Balance of Payments Manual 6. Hence 2005 is the earliest year for which the
newly classified data are available.

" Total trade volume includes exports and imports of merchandise and service industry trade.

2 The WTO term “commercial services” is roughly equivalent to the term “private services,” which excludes
government-provided services.

B3 WTO, Statistics Database, Time Series on International Trade, “Trade in Commercial Services, 2005—onward
(BPM6)” (accessed September 14, 2016).
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Figure 1.3: Sub-Saharan African exports and imports of commercial services, 2005-15
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Source: WTO, Statistics Database, Time Series on International Trade,“Trade in Commercial Services, 2005—-onward (BPM6)”
(accessed September 14, 2016). (See appendix table B.3).

South Africa is SSA’s largest commercial services exporter (figure 1.4); however, it saw a

10.9 percent decrease in commercial services exports in 2015." Travel services accounted for
the largest share of this decline (with exports in that industry falling by $1.1 billion during
2014-15), while exports in the maintenance and repair services industry decreased at the
fastest rate (62.6 percent). By contrast, exports of personal, cultural, and recreational services
grew by 17.2 percent to $170.1 million during 2014-15, the only increase among those South
African service industries for which specific data are available.

" Among those SSA countries for which disaggregated data on commercial services exports are available, South
Africa was the top exporter in both 2014 (for which data for 40 SSA countries are available) and 2015 (for which
data for 21 SSA countries are available).
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Figure 1.4: Sub-Saharan service exports and imports, by country, 2015
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Source: WTO, Statistics Database, Time series on International Trade (accessed September 14, 2016). (See appendix table B.4).

Nigeria is the largest SSA importer of commercial services, although it, too, underwent a
precipitous decline in this indicator during 2014-15; imports fell from $22.5 billion in 2014 to
$18.8 billion in 2015." “Other business services”® accounted for the largest share of this
decline, as Nigerian imports of such services fell by 58.3 percent from $4.8 billion in 2014 to
$2.0 billion in 2015. More information on recent trends in the Nigerian services economy can
be found in chapter 3.

By industry, travel services accounts for the largest share of total SSA commercial services
exports, with 47.2 percent in both 2014 and 2015. In 2014, South Africa was the largest
exporter of travel services by a wide margin, accounting for 35.6 percent of total SSA travel
services exports, followed by Tanzania (7.7 percent), Angola (6.1 percent), and Mauritius
(5.5 percent). Tourism®® is a key contributor to the South African economy, with one source
reporting that the tourism industry supports 8 percent of jobs in that country.*® Industry-

15 Among those SSA countries for which disaggregated data on commercial services imports are available, Angola
was the top importer in both 2014 (for which data for 40 SSA countries are available) and 2015 (for which data for
21 SSA countries are available).

16 Other business services include research and development, professional and management consulting, technical,
trade-related, and other business services not included elsewhere.

v Disaggregated data on 2015 exports of travel services are available for only 12 SSA countries, so it is not clear
which countries accounted for the largest shares of total SSA travel services exports in that year. For this reason,
2014 data—which are available for 36 SSA countries—are used in this instance.

BA separate USITC Executive Briefing on Trade discussing the SSA travel service industry can be found at
https://www.usitc.gov/publications/332/executive briefings/chambers africa travel ebot final.pdf.

19 Brand South Africa, “South Africa’s Tourism Industry.” https://www.brandsouthafrica.com/investments-
immigration/business/economy/sectors/tourism-overview (accessed March 7, 2017).
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specific data on the SSA region’s commercial services imports are available only for transport
services (which accounted for 13.5 percent of SSA commercial services imports in 2015) and
travel services (which accounted for 12.9 percent).

U.S.-Africa Private Cross-Border Trade In
Services?’

Disaggregated data on U.S. trade and affiliate transactions with SSA are not available; however,
the Bureau of Economic Analysis (BEA) does publish data on U.S. trade with Africa as a whole,
which include exports to and imports from both SSA and the countries of North Africa.

U.S. private services trade with all of Africa is growing, but remains a small portion of overall
U.S. services trade. In 2015, both exports and imports of U.S. private services contracted slightly
from the previous year.21 Exports decreased by $92 million to $13.6 billion, while imports
decreased $73 million to $7.7 billion. Travel services dominate U.S. services trade with the
continent; such services accounted for the largest share of U.S. services exports to Africa and
for half of U.S. services imports from Africa in 2015 (figure 1.5). While specific data on U.S.
travel services trade with individual SSA countries are largely unavailable, the U.S. Department
of Commerce reports that Nigeria was the leading source of SSA visitors to the United States in
2014, followed by South Africa. However, both countries accounted for extremely small shares
of total visitors to the United States in that year; Nigeria made up 0.23 percent and South
Africa, 0.15 percent. With regard to U.S. travel to SSA, the World Bank reports that in 2010 the
United States was the leading source of tourists for five SSA countries: Ethiopia, Ghana,
Rwanda, Tanzania, and Zimbabwe.

?® The WTO term “commercial services” is roughly equivalent to the term “private services.” Figures for U.S. trade
with individual SSA countries are not available, with the exception of those for South Africa. South Africa
accounted for $3.0 billion in exports and $1.7 billion in imports in 2014.

2 USDOC, BEA, Interactive data, International Transactions, Services, &IIP, International Services, table 3.1,

June 16, 2016 (accessed August 25, 2016).
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Figure 1.5: U.S. private services exports and imports with Africa, by industry, 2015
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Source: USDOC, BEA, Interactive data, International Transactions, Services, &IIP, International Services, table 3.1,
June 16, 2016 (accessed August 25, 2016). (See appendix table B.5).

Note: n.i.e. = Not included elsewhere.

World Bank Indicators Suggest That Sub-
Saharan African Countries Are Open to

Services Trade

Sub-Saharan Africa’s services trade commitments are minimal. While 40 SSA countries have

scheduled commitments under the General Agreement on Trade in Services (GATS)—a Uruguay
Round agreement whose parties include all 162 members of the WTO—these commitments are
not extensive. To illustrate, three-quarters of these SSA countries have made commitments in
less than half of the services sectors covered by the agreement,22 and 22 of these countries
have not scheduled horizontal GATS commitments (i.e., general commitments that apply to
service providers in all industries covered by the agreement) (table 1.1). Further, few SSA
countries are parties to a regional trade agreement that covers services trade (figure 1.6), and

only one SSA country—Mauritius—is participating in the ongoing negotiations to establish a

Trade in Services Agreement (TiSA). However, available evidence suggests that even without

binding international trade commitments; the openness of SSA services markets is comparable

to that of developed-country service markets. One measure of services trade restrictiveness is

2 By comparison, the United States has made commitments in all 11 of the services sectors covered by the

agreement.
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the World Bank’s Services Trade Restrictions Database.?* This database uses data on the
services trade policies of profiled countries to create an index—the Services Trade Restrictions
Index, or STRI—that ranks countries on their relative openness. Despite significant differences
in the size, composition, and regulation of their economies, most of the 23 SSA countries
included in the database have overall STRI scores similar to those posted by higher-income

countries (figure 1.7). In fact, many have overall and industry-specific STRI scores in the
“virtually open” range.

2 Unless otherwise noted, data in this section come from the World Bank’s Services Trade Restrictions Database,
as presented in Borchert, Gootiiz, and Mattoo, “Policy Barriers to International Trade in Services,” 2012.
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Table 1.1: GATS Schedule of Commitments, by Sub-Saharan African country and service industry

s s
o Q [ [} © - o v ®©
7] [T~ s ¢ < @ © © 2 c O
d € T 3 2 8 g «n 2 o
gue _ 55 Iy S a._. " @ a € 25 o _2 8 E2 e 2
e S 2T LS ES 5 05 cfog8of s £EEZ_ s3TT.SStT S22k
3,53;%&0,;3.0&'5 S o062 c ¢ U8 O@F T EEE =T c Pe o[ EE o0 8
e 2S5 Ea E2asc g ge-ggg-g-g582333%35%%‘;:;5‘5g=ug55
< M~ - > -
T2 oaaldd8 38588 S0 v LYYs==s=s=222£8883aCfrP38K
Horizontal
commitments o [ N N o N ) ® 0 o o o o 0 0 o0
Business services ® 0 00 O o0 000 ® o0 0 o o000 90 o
Communications
. o e O o0 o o0 0 [ o 00 0 o o
services
Construction
and related
. . o o (N 00 o o o0 0 [ o
engineering
services
Distribution
. o o o o [ N o
services
Educational
. o o o0 o o o [ N )
services
Environmental
. ® ©o o o o o 0 0
services
Financial
. (I o o 00 [ N o [ N ) o 000 o
services
Health-related
. . o [ ) ) ® 0 o o
and social services
Tourism and
travel-related O 000000 O 0000 0OCVOCGOOGOONOO o0 00 00 0 0000 00 O0O0VOCGOO
services
Recreational,
cultural, and o ® O () e o [ () 0 00 [
sporting services
Transport
P e @ @ o000 o0 o 0000
services
Other services [ [ ) o
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Figure 1.6: Global participation in regional trade agreements that include provisions on services trade
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Source: WTO, “Participation in RTAs” (accessed July 28, 2015). WTO statistics on Regional Trade Agreements (RTAs) are based
on notification requirements rather than on the physical number of RTAs. Thus, for an RTA that includes both goods and
services, this report counts two notifications (one for goods and the other services), even though it is physically one RTA.

Overall Restrictions Index of Sub-Saharan African
Countries
The World Bank’s Services Trade Restrictions Database provides information for over 100

countries (including 23 SSA countries),** five specific service sectors (table 1.2), and an overall
country score by mode of supply.”

?* The database includes almost half of SSA countries: Botswana, Burundi, Cameroon, the DRC, Céte d’lvoire,
Ethiopia, Ghana, Kenya, Lesotho, Madagascar, Malawi, Mali, Mauritius, Mozambique, Namibia, Nigeria, Rwanda,
Senegal, South Africa, Tanzania, Uganda, Zambia, and Zimbabwe.

** The overall score for certain sectors and/or modes may be weighted. The WTO defines four modes of supply for
services trade. The two used most often are cross-border trade and sales through affiliates in foreign markets. For
definitions of these modes, see Borchert, Gootiiz, and Mattoo, 2012, 6.
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Table 1.2: Service sectors included in the database

Service sector Description

Financial services Banking (lending by banks, acceptance of deposits by
banks) and insurance services (auto insurance, life
insurance, reinsurance)

Telecommunications Fixed-line and mobile telecommunications
Retail All aspects of retail services
Transportation Air passenger (domestic and international), maritime

international shipping and auxiliary services,1 domestic
road freight, domestic rail freight
Professional services Accounting, auditing, and legal services

Source: World Bank’s Services Trade Restrictions (STRI) Database, as presented in Borchert, Gootiiz, and Mattoo, “Policy
Barriers to International Trade in Services,” 2012.

Note: Auxiliary maritime services covered in the World Bank STRI database include cargo handling services, container station
and depot services, customs clearance services, freight forwarding services, maritime agency services, and storage and
warehousing services. Borchert, Gootiiz, and Mattoo, “Guide to the Services Trade Restrictions Database,” 2012, 12.

Figure 1.7: Services Trade Restrictions Index (STRI) scores?® for high-income and sub-Saharan African
countries
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Notes: Data GNI data are for 2013 except for Bahrain (2012), Oman (2012), New Zealand (2012) and Kuwait (2011) and are from the World Bank, Data
Indicators.

The STRI scores compiled by the World Bank range from 1 (most open) to 100 (least open)
(table 1.3). Overall, most SSA countries included in the database are nearly as open as high-
income countries, as shown in figure 1.7. The overall median STRI for SSA is 27.2, a few points
above the median STRI of 21.0 for high-income countries. Mauritius was the most open SSA
country with an overall STRI of 16.9, while Ethiopia has the most restrictions with an overall
STRI of 88.2. There are several countries with particularly low or high overall STRI scores;
besides Ethiopia, Zimbabwe and the DRC have particularly high (restrictive) overall scores, while

?® The scores reflect the overall restrictiveness of key policy measures applied to a services subsector and mode of
supply and not to individual measures.
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Ghana, Madagascar, Mozambique, and Senegal all scored below 20. Most of the 23 SSA
countries covered by the database had an overall STRI score of 38 or less (figure 1.8). While this
ranked them as less open than some high-income countries, they were still in or very near the
“virtually open” range. More information on the STRI scores of certain SSA countries can be
found in the country profiles included in chapter 3 of this report.

Table 1.3: Services Trade Restrictions Index scale

Overall policy description Point scale
Open without restrictions 0
Virtually open 25
Existence of major/non-trivial restrictions 50
Virtually closed 75
Completely closed 100

Source: World Bank’s Services Trade Restrictions Database, as presented in Borchert, Gootiiz, and Mattoo, “Policy Barriers to
International Trade in Services,” 2012.

Sub-Saharan African STRIs by Services Sector

As with overall STRI scores, SSA countries’ median STRI scores for the most of the individual
services industries covered by the STRI index are at or near the “virtually open” range (figure
1.9). Overall, retail distribution, telecommunications, and financial services are the most open
services industries among SSA countries.?” However, scores vary widely from country to
country. STRI scores in retail and telecommunications span the entire index, from completely
open (0) to completely closed (100). Financial services and transportation STRIs for SSA
countries also cover a wide spectrum, ranging from 0 to 89.7 and 0 to 72.9, respectively (table
1.4). Professional services STRIs among SSA countries have the smallest span, ranging from 30
to 84. Ethiopia was the most restrictive in all five services industries, posting STRIs of 100 for
both retail and telecommunications, 89.7 for financial services, 84 for professional services, and
72.9 for transportation services.

?” Unlike scores for other sectors, overall scores for retail and telecommunications are not weighted according to
the relative importance of different modes of supply. See annex table 5 in Borchert, Gootiiz, and Mattoo, “Policy
Barriers to International Trade in Services,” 2012.
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Figure 1.8: Overall services trade restrictions index scores

Mauritius
Ghana
Mozambique
Madagascar
Senegal
Burundi
Zambia
Rwanda
Céte d'lvoire
Cameroon
Nigeria
Lesotho
Mali

Kenya
Tanzania
Malawi
Uganda
South Africa
Namibia
Botswana
Congo, DR
Zimbabwe

Ethiopia

Open Closed

0 25 50 75 100
STRI score

Source: World Bank’s Services Trade Restrictions Database, as presented in Borchert, Gootiiz, and Mattoo, “Policy Barriers to
International Trade in Services,” WPS6109, 2012 (accessed June 2015). (See appendix table B.6).
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Figure 1.9: SSA country STRIs by selected services sector
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International Trade in Services,” 2012 (accessed June 2015).
Note: The most restricted countries are labeled in the figure.

Table 1.4: STRI scores for SSA countries by industry

Professional

Country Financial services services Retail Telecommunications Transportation
Botswana 30.3 47.0 25.0 50.0 54.8
Burundi 39.0 40.0 0 0 10.5
Cote d’lvoire 14.3 68.0 0 25.0 313
Cameroon 20.7 43.0 25.0 0 30.4
DRC 39.5 35.5 75.0 50.0 55.4
Ethiopia 89.7 84.0 100.0 100.0 72.9
Ghana 24.6 44.0 0 25.0 5.8
Kenya 234 73.0 0 25.0 31.0
Lesotho 0 37.0 50.0 25.0 22.5
Madagascar 31.2 375 0 25.0 5.8
Malawi 35.2 38.0 25.0 50.0 31.8
Mali 16.9 77.0 0 50.0 14.3
Mauritius 9.0 42.0 0 0 30.5
Mozambique 17.2 30.0 0 75.0 5.8
Namibia 27.4 65.0 25.0 50.0 29.7
Nigeria 25.9 36.0 25.0 25.0 23.8
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Professional

Country Financial services services Retail Telecommunications Transportation
Rwanda 19.5 32.0 0 75.0 36.7
Senegal 15.6 36.5 0 25.0 25.0
South Africa 19.5 62.0 25.0 25.0 40.6
Tanzania 22.7 51.5 25.0 25.0 29.4
Uganda 27.7 38.0 50.0 25.0 211
Zambia 8.4 44.0 0 75.0 9.5
Zimbabwe 55.5 60.0 75.0 62.5 68.2

Source: World Bank’s Services Trade Restrictions Database, as presented in Borchert, Gootiiz, and Mattoo, “Policy Barriers to
International Trade in Services,” WPS6109, 2012 (accessed June 2015)

Chinese Participation in the Sub-Saharan
African Services Sector

In recent years, China has become an increasingly important economic partner of SSA, with
rising trade and investment throughout the continent. While commodities and manufacturing
account for large shares of this economic activity,?® Chinese participation in SSA services
industries has also been significant. The following section presents analyses on two illustrative
facets of China’s involvement in the SSA services sector: Chinese investment in the SSA financial
services industry, and official Chinese assistance in SSA countries’ transport and storage
industries.”

Financial Services Industry

Chinese Financial Institutions are Expanding in Sub-Saharan
African Countries

Available data and anecdotal information suggest that Chinese investment in the SSA financial
services sector is significant. By the end of 2012, Chinese foreign direct investment (FDI) stock
in Africa’s financial services sector totaled $3.9 billion, accounting for 17.8 percent of China’s
total FDI stock in Africa.*® Chinese banks and other Chinese financial institutions have expanded
their presence in a number of SSA countries, including South Africa, Nigeria, and Mozambique,
among others.** Two of the four major Chinese banks that are owned by the state—the Bank of

2 world Bank, Global Economic Prospects, June 2015, 163—65 (accessed August 25, 2016).

*The analysis in this section makes no attempt to assess the participation of other countries in the SSA services
sector—either in absolute terms or in comparison to China—although the authors recognize this as a potential
topic for future research.

* These data reflect Chinese FDI into all African countries. China does not report sectoral data on FDI into
individual SSA countries, or to the SSA region as a whole. The State Council, People’s Republic of China, “China—
Africa Economic and Trade Cooperation, 2013,” August 2013.

31 Meyer et al., “Chinese Financial Institutions and Africa,” November 2011.
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China and the China Construction Bank—have established branches and representative offices
in SSA countries. A third state-owned bank, the Industrial and Commercial Bank of China (ICBC),
invested S$5.5 billion in 2007 to acquire a 20 percent stake in South Africa’s Standard Bank,
making ICBC the bank’s largest shareholder. Given that the Standard Bank is the largest bank
based in SSA, this was a significant acquisition for ICBC. Further, in 2011, ICBC opened an office
of its own in Cape Town.

Other Chinese institutions are also expanding into SSA financial services markets. For instance,
Nigeria’s First Bank partnered with Guangdong Xinguang International China—Africa Investment
Limited in 2008, making a $500 million investment in Nigeria’s Ogun State focusing on
investment banking, project finance, business advisory services, and correspondent banking.32
In another example, Geocapital—a Sino-Portuguese investment company—made a deal in
2014 to establish a new bank (Banco Mais) in Mozambique in partnership with the Tunisian
Investment Fund.*®

Drivers of Chinese Investment in SSA Financial Services Markets

Several factors have led to increased Chinese investment in SSA financial services markets. First,
increasing trade between China and SSA countries has encouraged some exporters and
importers to accept settlement in renminbi (RMB) instead of U.S. dollars in payment for trade,
resulting in a stronger presence of Chinese banks in SSA countries to conduct RMB-related
business (although the recent depreciation of the RMB has mitigated this advantage).?
Traditionally, SSA countries and China have used the U.S. dollar as their primary settlement
currency for bilateral trade. However, in 2009 the Chinese government began a campaign to
reduce its exchange-rate risk, elevate its economic position globally, and lower firms’
transaction costs by internationalizing its currency, including expanding the use of RMB in

32 Meyer et al., “Chinese Financial Institutions and Africa,” November 2011, 29; Davies, “Special Economic Zones,”
2008, 148.

33 Macauhub, “Geocapital Returns to the Banking Sector in Mozambique,” October 13, 2014.

34 WITS, n.d. (accessed April 22, 2015). For instance, in 2010, Bank of China’s Johannesburg branch in South Africa
clinched the first RMB trade settlement in Africa. By 2013, the bank had established a full range of businesses using
RMB covering settlement, clearing, deposits, and loans, and its volume of RMB businesses reached RMB

12.6 billion ($2.02 billion). Standard Bank has also taken steps to expand its RMB-based businesses. Jianfeng
Zhang, “Bank of China’s Johannesburg Branch,” November 23, 2013; Standard Bank, “Trade and Payment Solutions
Using Renminbi,” n.d. (accessed July, 2014).
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settling international trade.® This led to a rapid increase in the value of RMB cross-border trade
settlements between Africa and China from just RMB 5.2 billion ($0.8 billion) in 2011 to RMB
35.8 billion (S5.7 billion) in 2012.3¢ From October 2010 to January 2013, South Africa accounted
for 87.8 percent of cross-border RMB settlement between China and Africa, while Nigeria
accounted for a further 6.0 percent.®’ Standard Chartered Research predicts that, as trade
settlement between China and SSA countries grows, the value of cross-border RMB settlement
between Chinese firms and top importers of Chinese goods such as Nigeria, Ghana, and South
Africa will likely increase.®

Second, the increasing presence of Chinese government-backed investment in SSA countries
has prompted higher demand for Chinese banking services in the region.39 For instance, in June
2015, Power Construction Corporation of China, a Chinese state-owned enterprise which is
mainly engaged in electricity investment and operations, signed a $1 billion contract with Amu
Power Company to construct a coal-fired power plant in Lamu, Kenya.40 ICBC has pledged a
loan of $0.9 billion to ensure the successful completion of the project.** In June 2015, ICBC
signed an agreement with the Angolan government to lend $840 million for the construction of
the Soyo Power Plant.*’ Further, in August 2015, Bank of China and ICBC announced that they
would jointly provide $300 million to finance a 300 MW coal-fired power plant in Zambia.*

Finally, the growing number of Chinese tourists in SSA has led to increasing demand for local
merchants to accept the China UnionPay credit card—Chinese tourists’ preferred credit card—
in several SSA countries. From 2009 to 2011, the number of Chinese tourists traveling directly
to Africa*® nearly tripled, rising from 381,600 to 1,012,000.* The UnionPay credit card is issued
by China UnionPay—China’s only domestic bank card organization. China UnionPay started its

*n April 2009, Chinese authorities launched a pilot program to enable cross-border trade deals to be settled in
RMB in five Chinese coastal cities. After a two-year trial period, in August 2011, the authorities further allowed all
domestic exporters and importers to settle cross-border and international trade in RMB. Following this
development, businesses from SSA countries and China began to replace the dollar with the RMB as settlement
currency.

36 Baynton-Glen, “China-Africa—CNY Internationalization,” April 2013.

* Ibid.

* Ibid.

** From 2000 to 2012, different Chinese government agencies and state-owned enterprises have invested in more
than 1,700 projects in different SSA countries, with an official financial commitment totaling $96.4 billion over the
entire 2000-2012 period. China AidData, n.d. (accessed April 20, 2015).

40 Asokolnsight, “Chinese Firm Signs $1 Billion Contract,” June 9, 2015.

4 Observer, “African Development: The Chinese Banks Come,” June 15, 2015.

*1CcBC, “ICBC Signs Soyo Power Plant Financing Agreement,” July 9, 2015.

3 Reuters, “Chinese Lenders Lead Team,” August 5, 2015.

* Countries that received a substantial share of Chinese travel to SSA in 2013 included Angola, South Africa, Kenya,
Mauritius, Zimbabwe, Tanzania, and Gabon. The two non-SSA African countries that many Chinese tourists
preferred to visit were Egypt and Tunisia. Yao, “A Brief Introduction,” March 27, 2013.

4 Yao, “A Brief Introduction,” March 27, 2013.
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African market expansion in 2007, and by 2013 UnionPay credit cards were accepted for use at
ATMs in over 70 percent of SSA countries.*® In August 2013, UnionPay International and
Mauritius Commercial Bank (MCB) jointly announced their cooperation in issuing UnionPay
cards in Mauritius—the first UnionPay cards issued in an SSA country.*’ These cards are now in
circulation.

Factors Inhibiting Chinese Investment in the Sub-Saharan African
Financial Services Sector

While Chinese investment has grown rapidly in recent years, certain factors may inhibit further
growth in China’s SSA financial services sector investments. In some SSA countries, nontariff
measures in the financial services sector have limited Chinese firms’ entry and participation in
local banking markets, as well as their ability to expand their RMB settlement businesses.*®

Moreover, depreciation of the RMB may limit Chinese financial institutions’ ability to expand
their RMB businesses in SSA countries. On August 11, 2015, the RMB nominal exchange rate
depreciated against the dollar by 1.9 percent. The depreciation continued through August

13, 2015, resulting in an overall shift in the midpoint rate from 6.12 to 6.40 RMB per dollar
during August 10-13.% This RMB depreciation and the fluctuation of the RMB-dollar exchange
rate might negatively affect businesses’ confidence in the RMB as a settlement currency.50

*® China UnionPay, “UnionPay Credit Card Supported China,” March 29, 2013.

¥ China UnionPay, “First Issuance of UnionPay Card in Africa,” n.d. (accessed April 22, 2015).

*® For more information on the extent of SSA countries’ restrictions on the foreign provision of financial services,
see the preceding section, “World Bank Indicators Suggest That Sub-Saharan African Countries Are Open to
Services Trade.”

* Chinese State Administration of Foreign Exchange, “Midpoint RMB Exchange Rate” (accessed September 9,
2015).

 The major reason why businesses from SSA countries and China tended to replace the dollar with the RMB as
the settlement currency is that RMB was a comparatively stable currency backed by a growing economy. With the
fluctuation of the RMB-dollar exchange rate, however, businesses would face greater exchange rate risks if they
choose to use the RMB as the settlement currency in bilateral trade.
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China’s Official Assistance in Sub-Saharan African
Countries’ Transport and Storage Sector

China’s total official assistance to SSA countries™ rose more than 10-fold during 2000-12,
increasing from $877 million in 2000 to $11.6 billion in 2012.% The transport and storage sector
in SSA countries receives a significant share of total Chinese official assistance to SSA. From
2000 to 2012, China’s official assistance to SSA countries in this sector totaled $22.4 billion,
accounting for 23.3 percent of total Chinese official assistance to SSA countries during the
period. Further, the annual value of Chinese official assistance to this sector grew sharply
during the period, from $114 million in 2000 to $2.4 billion in 2012. Ghana, Nigeria, Sudan,
Angola, and Mozambique were the top five recipient countries, accounting respectively for
26.3 percent, 15.6 percent, 8.0 percent, 7.6 percent, and 4.9 percent of such assistance from
China from 2000 to 2012 (table 1.5).

Table 1.5: Top ten Sub-Saharan African countries receiving official assistance in the transport and
storage sector from China, 2000—2012 (billion dollars)

Aid recipients Total official assistance received
Ghana 5.92
Nigeria 3.50
Sudan 1.83
Angola 1.65
Mozambique 1.12
Republic of Congo 1.10
Mauritius 1.04
Ethiopia 0.95
Cameroon 0.90
Tanzania 0.60

Source: China AidData, http://china.aiddata.org, (accessed February 15, 2015).

> Note that China also gives official aid to African regional projects. For the purposes of this section, China’s official
aid to African regional projects in which all or the majority of the beneficiaries are SSA countries is counted toward
total Chinese official assistance in SSA countries. SSA countries include all African countries except Algeria, Egypt,
Libya, Morocco, and Tunisia.

>2 This includes Chinese official development assistance (ODA) and other official flows (OOFs), as well as a category
called Vague Official Finance. Vague Official Finance refers to projects that are clearly either ODA or OO