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ABSTRACT

This is the fourth annual report in a 5-year series requested by the U.S. Trade Representative. The
report provides for 1997: (1) data on total U.S.-Sub-Saharan Africa trade and investment flows by
selected major sectors and regional groupings; (2) identification of major developments in the World
Trade Organization (WTO) and in U.S. trade and economic policy and commercial activities that
significantly affect bilateral trade and investment with the region; (3) information on changing trade
and economic activities within the individual countries; and (4) an update on progress in regional
integration in Africa.

In 1997, as it did the previous year, Sub-Saharan Africa accounted for about 1 percent of U.S.
merchandise exports and 2 percent of U.S. merchandise imports. U.S. merchandise exports to the
region totaled $6.1 billion in 1997, up only slightly from $6.0 billion in 1996. U.S. imports rose to
$16.0 billionin 1997, representing about 1.9 percent of the United States’ total merchandise imports of
$862 billion. The U.S. merchandise trade deficit with Sub-Saharan Africa rose 9 percent to $9.9
billion. U.S. gross direct investment flows to Sub-Saharan Africa more than quadrupled in 1997 to
$3.8 billion. Yet, U.S. investment to the region amounted to only about 3.3. percent of total U.S. direct
investment abroad in 1997. U.S. investment is concentrated primarily in the petroleum sectors in
Nigeria and Angola.






Executive Summary

This is the fourth annual report in a 5-year series requested by the U.S. Trade Representative. The
report provides for 1997: (1) data on total U.S.-Sub-Saharan Africa trade and investment flows by
selected major sectors and by regional groups; (2) identification of major developments in the World
Trade Organization and in U.S. trade and economic policy and commercial activities that significantly
affect bilateral trade and investment with the region; (3) information on changing trade and economic
activities within the individual countries; and (4) an update on progress in regional integration in
Africa. Numerous data sources were used to compile the information in this report, including staff
travel to the region to meet with public and private sector representatives, and information supplied by
U.S. embassy officials and other government agencies.

U.S.-Sub-Saharan Africa Trade

] Sub-Saharan Africa accounted for about 1 percent of U.S. merchandise exports and 2 percent of
U.S. merchandise imports in 1997. U.S. merchandise exports to Sub-Saharan Africa totaled $6.1
billion in 1997, up only slightly from $6.0 billion in 1996. U.S. imports rose to $16.0 billion in
1997, representing about 1.9 percent of the United States’ total merchandise imports of $862
billion. The U.S. merchandise trade deficit with Sub-Saharan Africa rose 9 percent to $9.9 billion.

(] Transportation equipment, agricultural products, machinery, electronic products, and chemicals
are the largest U.S. merchandise export sectors with respect to Sub-Saharan Africa. Combined,
these five sectors accounted for 78 percent of the value of U.S. merchandise exports to the region
in 1997. Although Nigeria was the United States’ largest trading partner in the region in 1997,
South Africa was the largest consumer of U.S. merchandise exports in all product sectors.

[ The share of energy-related products in U.S. imports from the region fell from 71 percentin 1996,
to 69 percentin 1997. Minerals and metals and agricultural products held their 1996 import share
levels of 14 and 6 percent, respectively. Chemicals, however, rose to an import share of 5 percent
in 1997.

(] Imports entering duty-free under the U.S. Generalized System of Preferences (GSP) rose from
$588.2 million in 1996 to $1.4 billion in 1997, or by 134 percent. These imports rose to 8.6
percent by value of total U.S. imports from the region in 1997, more than double that of the 1996
share.

[ Combined, the Sub-Saharan countries accounted for 8.9 percent of all U.S. GSP imports in 1997.
Because of changes to the program for least-developed beneficiary developing countries
(LDBDCs), allowing products from Angola’s energy sector to qualify for GSP preferences, in
1997 Angola became the largest Sub-Saharan African supplier under the GSP program. South
Africa was the second-ranking supplier under the program.

Foreign Investment in Sub-Saharan Africa

] In1997, the region received 2.5 percent of the global net foreign direct investment (FDI) flows to
developing countries, compared to an average of 3.6 percent during 1990-96. This decline results
in part from a few developing countries, such as China, increasingly absorbing a large share of
direct investment to developing countries.
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] Investment flows directed to Sub-Saharan Africa go to a few countries and industries. Angola,
Ghana, Nigeria, and South Africa accounted for 70 percent of FDI flows to the region in 1997.
Investments were mainly directed to the oil and mining industries in Angola and Nigeria, and to
manufacturing and service industries in South Africa. Investment in Ghana focused on mining,
light manufacturing, and telecommunications.

] U.S. gross direct investment flows to Sub-Saharan Africa more than quadrupled in 1997 to $3.8
billion. Yet, U.S. investment to the region amounted to only about 3.3 percent of total U.S. direct
investmentabroad in 1997. U.S. companies invest primarily in petroleum in Nigeria and Angola.
South Africa hosted $1.4 billion of U.S. direct investment, or 28.6 percent of the total.

Regional Economic Integration

[ Subregional trade and economic integration has been difficult in the region. Ambitious goals
have been hampered by political and economic instability, as well as conflicting interests among
the leading regional institutions. It is unlikely that most proposed target dates for free trade
agreements and economic and monetary unions will be met. Common problems among the six
organizations profiled in this report have involved delays in ratifying treaty protocols by member
governments and shortages of operating funds.

(] The Southern African Development Community (SADC) has shown signs of progress, especially
in South Africa’s apparent willingness to open its relatively closed market to the rest of the
subregion. The Southern African Customs Union (SACU) has begun negotiations to restructure
its complex tariff regime. The Tripartite Commission for East African Co-operation (EAC) is a
promising, recently restructured subregional organization. Its three members (Kenya, Tanzania,
and Uganda) reformed this group in 1996 (after a 20-year disbandment), and are set to sign a
formal treaty in November 1998.

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

] Financial activity in Sub-Saharan Africa by international organizations generally increased in
1997. However, World Bank lending commitments to the region declined from $2.7 billion in
1996 to $1.7 hillion in 1997. Guarantees by the Multilateral Investment Guarantee Agency
increased from approximately $65 million in fiscal year 1996 to $70 million in 1997. The
International Finance Corporation approved $384 million in financing for 72 projects in
Sub-Saharan Africa in fiscal year 1997, compared to $190 million in 1996. During fiscal year
1996-1997, the International Monetary Fund (IMF) approved 12 new Enhanced Structural
Adjustment Facility arrangements, providing highly concessional loans to low-income members
of Sub-Saharan Africa.

] Some U.S. government programs directed toward Sub-Saharan Africa increased in 1997,
compared to the previous year. For example, U.S. Export-Import Bank support for the region
increased from $3.0 billion in fiscal year 1996 to $3.2 billion in 1997. In 1997, the Overseas
Private Investment Corporation insured more than $160 million in new U.S. investments in
Sub-Saharan Africa, including $100 million in regional financing. The pending African Growth
and Opportunity Act (H.R. 1432) and President Clinton’s initiative, “Partnership for Economic
Growth and Opportunity in Africa” both include provisions to develop new private sector equity
investment funds for Africa. U.S. bilateral economic assistance to Sub-Saharan Africa declined
from $1.2 billion in fiscal year 1996 to $978 million in 1997. U.S. Agency for International
Development appropriations for Sub-Saharan Africa were $665 million in FY 1997, up from
$632 million in FY 1996.



] On Jduly 1, 1998, the Office of the U.S. Trade Representative announced changes to the GSP
program that were intended to encourage Sub-Saharan African countries to accelerate their
economic integration and to work collectively on expanding their exports. According to the
changes, members of certain regional organizations will be permitted to cumulate their
value-added contributions (on GSP imports). This will make it easier for the eligible countries to
meet the 35 percent value-added requirement of the GSP rule of origin.

[ In 1997, several Sub-Saharan African countries continued to increase their efforts to avail
themselves of World Trade Organization (WTO) and other programs aimed at improving their
trade performance. Cote d’lvoire, Ghana, Kenya, Mauritius, Nigeria, Senegal, and South Africa
participated in the services negotiations that followed the Uruguay Round. Whereas financial and
telecommunications services were more important for most WTO members, the maritime
transport services appeared to be the negotiations of most interest to West and Central Africa, and
are likely to be again when these negotiations resume in 2000. A majority of Sub-Saharan Africa
is signatory to the two major intellectual property rights treaties—the Berne Convention for the
Protection of Literary and Artistic Works, and the Paris Convention for the Protection of
Industrial Property.

[ In October 1997, the High-Level Meeting on Integrated Initiatives for Least-Developed
Countries’ Trade Development convened. Sponsored by the WTO, the IMF, World Bank, and
United Nations agencies, the High-Level Meeting began a process by which these institutions will
integrate their resources to help the least-developed countries, largely in Africa, according to their
individual needs assessments.

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

[ During 1996-97, the U.S. trade balance with Sub-Saharan Afriegrinultural products
changed from a surplus of $33.8 million to a deficit of $159.2 million. Most of this change
resulted from a substantial decline in exports caused by reduced U.S. export assistance (a trend
continuing from the prior year) and lower grain prices. The trade balance also declined because of
higher tobacco imports from Malawi, which had a good tobacco crop, and higher prices for coffee,
a major import from Sub-Saharan Africa. Under the new GSP provisions for LDBDCs,
agricultural imports included $25.9 million of tobacco from Malawi and Tanzania. Three major
trading partners, Céte d’lvoire, Nigeria, and South Africa, made significant changes to their
agriculture sectors during the year. Céte d'lvoire privatized palm oil, sugar, and cotton
companies, lowered rice import duties, and liberalized domestic sugar prices. Nigeria lifted
import bans on several food products, but these products are now subject to high tariffs. Nigeria
also eliminated inspection requirements and duties for imports from its 15 major trading partners
and all African countries, but excluded U.S. products, continuing a significant barrier to U.S.
exports. South Africa raised tariffs on wine, wheat, and poultry to protect domestic producers.
South Africa also completed liberalizing all export controls in January 1998.

[ The U.S. trade surplus with Sub-Saharan Afridaiiest productsincreased from $90.4 million
to $103.5 million during 1996-97. The region accounts for less than 1 percent of both U.S. exports
and imports of forest products. There were no major policy developments affecting sector
products during 1997.

(] The U.S. trade balance @memicals and related productshanged from a surplus of $163.1
million in 1996 to a deficit of $95.1 million in 1997, mainly as a result of increased imports from
Nigeria. Closure of Nigerian petrochemical plants due to maintenance problems caused a
diversion of feed chemicals to export markets. The United States Trade Representative (USTR)
has added South Africa to its “Special 301" watch list because the country is reportedly poised to
abrogate patent protection for certain pharmaceuticals, if necessary, to lower the cost of medicines
in South Africa. South Africa is delaying implementation of the pharmaceutical bill, pending
resolution of a constitutional challenge in South Africa’s courts.

Vi
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(] The U.S. trade deficit with Sub-Saharan Africaeemergy-related productsincreased slightly

from $10.5 billion in 1996 to $10.8 billion in 1997. Most of the increase resulted from increased
imports of crude petroleum and refined petroleum products. In quantity terms, the increase in
imports was substantial, but because of a decline in product prices, the increase in value terms was
modest. Energy-related products accounted for 68.9 percent of total U.S. imports from
Sub-Saharan Africain 1997. Total U.S. imports of energy-related products under GSP-LDBDC
provisions amounted to $699.1 million in 1997.

The U.S. trade deficit with Sub-Saharan Africdartiles and apparelincreased from $194.4

million in 1996 to $266.3 million in 1997 as the increase in imports (predominantly cotton
apparel) far exceeded the gain in exports to the region. The principal sector export continued to be
used clothing and other used textile articles, reflecting the poverty in many parts of the region.
U.S. exports of these articles in 1997 were up by $17.0 million (18.4 percent) over the 1996 level.
The second stage of the Uruguay Round Agreement on Textiles and Clothing began on January 1,
1998. Under this agreement, WTO members must eliminate quotas on imports from
WTO-member countries of sector goods integrated into the General Agreement on Tariffs and
Trade (GATT) regime, and they cannot establish new quotas. The pending Africa Growth and
Opportunity Act contains provisions designed to enhance access to the U.S. market for textiles
and apparel from Sub-Saharan Africa.

The U.S. trade deficit with Sub-Saharan Africanimerals and metalsincreased from $1.9

billion in 1996 to $2.0 billion in 1997. Much of the decline in U.S. exports to the region was
accounted for by reduced exports to Nigeria because of deteriorating domestic economic
conditions. Sub-Saharan African countries continue to liberalize mining regulations and laws.
Some of the more notable changes were the restructuring of the South African mining industry,
Botswana’s amendment of its existing mining laws and regulations, and Burkina Faso’s adoption
of new mining laws. The U.S. Department of Commerce negotiated a suspension agreement with
South Africa in October 1997 that initiated quarterly monitoring of South African cut-to-length
carbon and steel plate imports. In May 1998, the United States International Trade Commission
(USITC) made an affirmative determination of material injury to U.S. manufacturers, resulting
from the importation of certain stainless steel plate from South Africa.

The U.S. trade surplus with Sub-Saharan Africa@thinery increased from $683.7 million in

1996 to $747.1 million in 1997. Demand for U.S. exports of farm and garden machinery and
equipment, especially items such as small hand tractors and implements used by peasant farmers
and irrigation equipment for large commercial farms, accounted for 22.5 percent of the 1997
value of total U.S. sector exports. United States trade with Sub-Saharan Africa is likely to
increase, albeit slowly, as the region’s businesses modernize and upgrade their machinery to gain
greater efficiencies and thereby meet the challenges of growing competition from imports. In
1997, the United States experienced a slight shift in its machinery trade with Sub-Saharan Africa
as U.S. exports to South Africa declined, and as U.S. exports to other Sub-Saharan countries grew
substantially. Continued support of development projects by the world’s leading donor agencies
also will likely result in increased demand for U.S. machinery exports.

The U.S. trade surplus with Sub-Saharan Africal@ttronic productsincreased from $676.6
million in 1996 to $738.1 million in 1997. Exports increased primarily because of private and
public sector efforts to improve Sub-Saharan African computer networks and communication
infrastructures. Production of electronic products in the region is minimal; most countries depend
on imports to meet demand. As the countries in Sub-Saharan Africa seek to develop their
economies, they are focusing increasingly on communications, transportation, and welfare
infrastructure projects that will require sophisticated electronic and medical equipment. In many
cases, these countries have adopted policies, initiatives, or budget allocations that are expected to
affect telecommunications, computers, health care, and public safety. Continued U.S. objections
to the lack of protection for intellectual property has led many Sub-Saharan African countries to
adopt stricter measures to protect intellectual property rights.



[ The U.S. trade surplus with Sub-Saharan Africaransportation equipment remained
virtually unchanged at $1.6 billion in 1997. Exports largely consisted of construction and mining
equipment, general aviation aircraft, motor vehicles, and automotive parts. Exports of general
aviation aircraft increased because of expanding demand for aircraft needed to accommodate
South Africa’s expanding tourism industry, coupled with increased business travel to that country.
South Africa is the source for most U.S. imports from the region, and South Africa’s automotive
industry continued to be an important supplier of automobiles and component parts for certain
global automobile producers during 1997. Privatization and restructuring of many businesses has
enhanced foreign investment, business travel and tourism, and has stimulated Sub-Saharan
African companies to upgrade their transportation-equipment technology.

(] TheU.S.trade balance with Sub-Saharan Africaigtellaneous manufactureshanged from a
surplus of $6.0 million in 1996 to a deficit of $10.6 million in 1997. Many countries in
Sub-Saharan Africa continue to impose relatively high tariffs, fees, or quantitative restrictions on
products in the miscellaneous manufactures sector to discourage imports, and save limited
foreign-exchange reserves for imports of food, machinery, industrial products, and other more
essential inputs. Because the manufacturing bases in many Sub-Saharan African countries, with
the exception of Zimbabwe and South Africa, are not sufficiently diversified to produce
miscellaneous manufactures at competitive prices, U.S. imports of these items from the region,
although growing, continued to be relatively small. More than three-quarters of U.S. imports of
miscellaneous manufactures from South Africa in 1997 consisted of furniture. In 1997, there
were no major policy changes that affected trade in sector products.

[ The United States continued to have a sizable trade surglerineswith Sub-Saharan Africa,
which was $494.0 million in 1996 (latest available data), because few nations in Sub-Saharan
Africa have indigenous service providers that are substantially active internationally. New
communication media such as cellular communication systems, the Internet, and direct-to-home
satellite broadcasting are beginning to improve the region’s unreliable and prohibitively
expensive telecommunication services; however, overall use of these new technologies remains
small as few can afford them. Development of communications, education, health care, finance,
and tourism is being fostered internally, such as through privatizing state-owned utility
companies, and externally, such as through foreign investment and support from multilateral
lending institutions.

] On February 15, 1997, the United States and 68 other members of the WTO successfully
concluded negotiations on basic telecommunication services under the General Agreement on
Trade in Services (GATS). Among the 69 WTO Members who scheduled market access, national
treatment, and regulatory commitments under the Agreement were Cdéte d’lvoire, Mauritius,
Senegal, South Africa, and Ghana. These countries each made commitments to open certain basic
telecommunication sectors to competition in the near term and to open other sectors at later dates.
Other recent WTO developments relevant to Sub-Saharan Africa included the successful
conclusion of the twice-extended negotiations on financial services. The resulting WTO
Agreement on Financial Services covers insurance, banking, securities, financial information
providers, and all related financial services. Several Sub-Saharan African countries, including
Nigeria, Kenya, Mauritius, Senegal, and South Africa scheduled commitments providing
relatively free market access. Numerous projects, typically in the telecommunications sector,
were supported by U.S. bilateral and multinational funding.
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CHAPTER 1
Introduction

In the short history of this report series, the increased U.S. market access for textiles and other
U.S.-Africa trade relationship has become the focus of exports, promotion of new private U.S. investment
attention at the highest levels of U.S. Government asbacked by two new funds at the Overseas Private
never before. According to President Clinton, 1997 Investment Corporation (OPIC) valued at $650
marked a “watershed in our economic and trade million; annual meetings between African trade and
relations with the countries of Africa.” On June 17th, finance ministers and their U.S. counterparts; and
President Clinton announced the “Partnership for enhanced technical assistance for economic
Economic Growth and Opportunity in Africa,” an management.
initiative based on the premise that building strong
trade relationships with Africa’s rapidly growing and
reforming countries is key to generating sustained Purpose of the Report
growth and opportunity on the continéntThe .

Partnership is the first comprehensive U.S. trade and 48ect|on 134.°f the Uruguay Round Agreements
investment initiative for the region, combining Act” (URAA) directs the President to develop a
traditional aid programs with new ones while also comprehensive trade and development policy for the

emphasizing sustained economic development angcountries of Africa, and to report to the Congress
self-reliance. The initiative is aimed at those countries @nnually for 5 years on the steps taken to carry out

demonstrating a commitment to growth-oriented tNat gnandate. The Statement of Administrative
reforms, particularly in the areas of trade and AACtion” approved by the Congress in the URAA

investment liberalization, human resource develop- broadly outlines the Administration’s plans for this

ment, policy management, and good governance. Thework, and the assistance needed from the U.S.

four main components of the Partnership are (1) International Trade Commission (Commission) for the

expanded access to U.S. markets; (2) strengthenedéreSid‘.am. to fulfill this assignmentSpecifically, the
assistance programs and debt relief to restore financialCOmMMission is asked to submit, annually for 5 years,
viability; (3) concerted efforts to nurture private sector @ '€POrt that provides:

development and investment; and (4) enhanced « an analysis of U.S.-Africa trade flows;
dialogue with African countries. In March 1998,
President Clinton visited six countries in the region—
Botswana, Ghana, Rwanda, Senegal, South Africa,
and Uganda. It was the first such official visit to the
Sub-Saharan region by a U.S. President in two
decades for the purpose of discussing trade and
investment opportunities.

an assessment of any effects of the URAA, and
of U.S. trade and development policy for
Africa, on such flows;

information on changing trade and economic

activities within the individual countries; and
The African Growth and Opportunity Act

(H.R.1432) (Act) was introduced in the 105th  progress in regional integration in Africa.

Congress on April 24, 1997 and passed by the full

House with bipartisan support on March 11, 1998;

Senate action is pendidgThe Act complements the 3 For additional details on the African Growth and
Partnership and would implement key elements of the Opportunity Act, see USITCThe Year in Trade:
initiative. Key features of the Act provide for Operation of the Trade Agreements Prograd8th Report,

publication No. 3103, pp. 78-84, May 1998.

419 U.S.C. 3554.

5 “Statement of Administrative Action,Uruguay

1 For details of the Partnership initiative, see USTR, Round Trade Agreements, Texts of Agreements,
“A Comprehensive Trade and Development Policy for the Implementing Bill, Statement of Administrative Action and
Countries of Africa,” a report submitted by the President Regional Supporting Statements, Message from the

of the United States to Congress, December 1997. President of the United StateSept. 27, 1994, House

20n July 21, the Senate Finance Committee marked Document 103-316, pp. 73-74.
up an omnibus trade package that includes, among other 6 See appendix A for the letter from U.S. Trade
provisions, a version of the Africa Growth and Representative Charlene Barshefsky dated June 5, 1996, to
Opportunity Act. the Commission requesting the report series.
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Approach

This report is the fourth in a 5-year series
documenting U.S.-Africa trade and investment flows.
The quantitative data provided generally cover either
calendar year or fiscal year 1997, depending on which
data are available. In cases where it is useful to show
a trend, data for 1993 through 1997 are provided.
Developments in economic, trade, and commercial
policies cover the period from January 1997 through
August 1998, when possible.

Numerous data sources were used to compile the
information in this report. Annual data on the value
of U.S. exports to, and imports from, Sub-Saharan
Africa were obtained from the U.S. Department of
Commerce (USDOC). Data on U.S. investment flows
to Sub-Saharan Africa were obtained from USDOC as
well as the U.S. Department of the Treasury.
Information on major developments in the World
Trade Organization (WTO) likely affecting

U.S.-Sub-Saharan trade flows was collected from the

WTO and other public data sources. Information on
U.S. trade and economic activities potentially
affecting U.S.-Sub-Saharan trade and
flows was collected from the USDOC, the U.S.

Department of State (State or USDOS), Treasury, the

Export-Import Bank of the United States (Eximbank),

Central African

Republic Namibia
Chad Niger
Comoros Nigeria
Congo (Brazzaville) Rwanda

Congo (Kinshasa)?

Sao Tome and Principe

Céte d’'lvoire Senegal
Djibouti Seychelles
Equatorial Guinea Sierra Leone
Eritrea Somalia
Ethiopia South Africa
Gabon Sudan

The Gambia Swaziland
Ghana Tanzania
Guinea Togo
Guinea-Bissau Uganda
Kenya Zambia
Lesotho Zimbabwe

investment

All of these countries are classified by the World
Bank as developing countries; 10 countries are
classified by the World Bank as middle-income
developing countries and 38 are low-income
developing countrie®. As noted in previous reports
in this series, although the countries of Sub-Saharan
Africa share many common characteristics, they vary
widely in terms of population, size, geography, natural
resources, stage of development, and political
stability?

the Overseas Private Insurance Corporation, the U.S.

Department of Agriculture (USDA), the U.S. Trade
and Development Agency (TDA), and other relevant
U.S. agencies.

Data on trade and economic policy changes in
countries in Sub-Saharan Africa, as well as
information on multilateral project lending, were
obtained from USDOC, State, the World Bank
(formally, the International Bank for Reconstruction
and Development or IBRD), the African Development
Bank (AfDB), and the International Monetary Fund
(IMF). Commission staff members also traveled to
Windhoek, Namibia to interview business and

71n 1997, the name of the country known as Zaire
was changed to the Democratic Republic of the Congo.
The two short forms of this country’s name, Congo
(Kinshasa) and DROC, are both used in this report series
to distinguish it from the other Sub-Saharan country
similarly named, the Republic of the Congo. The short
forms for the Republic of the Congo are Congo
(Brazzaville) and ROC.

8 The main criterion used by the World Bank to
classify economies and broadly distinguish stages of
development is GNP per capita. Countries are classified
into the following categories according to income: low-
income, $765 or less in 1995; lower-middle-income, $766
to $3,035; upper-middle-income, $3,036-$9,385; and

government officials about domestic and regional high-income, $9,386 or more. The World Bakorld

trends, and developments in trade and investment, ancﬁ

evelopment Repqrtl997, pp. 206-7. Other multilateral
stitutions may use definitions that differ. In the WTO,

progress towards regional integration. In addition, in for example, the economic development status of members

response to a request for assistance, U.S. embassies
the region provided trade and investment information.

Scope of the Report

iB described as either developed, developing, or
least-developed country. The WTO does not have a rigid
definition of these categories, with the exception of
“least-developed,” drawn from the list of least-developed
countries officially designated as such by the United
Nations.

As former colonies gained independence following

Figure 1-1 shows the 48 countries of Sub-SaharanWorld War II, these new countries were described as “less

Africa covered in this investigation. The countries

are:
Angola Liberia
Benin Madagascar
Botswana Malawi
Burkina Faso Mali
Burundi Mauritania
Cameroon Mauritius
Cape Verde Mozambique

1-2

developed countries” (LDCs). Whereas the term “less
developed country” has been supplanted over the years by
“developing country,”"the acronym LDC is still widely
used to abbreviate developing country. As some LDCs
advanced economically and others did not, those that
lagged furthest behind came to be known as
“least-developed countries,” typically abbreviated as
LLDCs.

9 See USITCU.S.-Africa Trade Flows and Effects of
the Uruguay RoundUSITC publication 3000, pp. 1-4.



Figure 1-1
Political map of contemporary Sub-Saharan Africa
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The merchandise sectors covered separately in thiscommodity and service sectors and U.S. investment
report include agricultural products; forest products; data for 1993-1997, as well as information on
chemicals and related products; energy-related progress in regional integration. Chapter 3 provides an
products; textiles, apparel, and footwear; minerals andupdate on the activities of several multilateral
metals; machinery; electronic products; transportation organizations whose programs affect countries in the
equipment; and miscellaneous manufactures. Theregion. Chapter 4 provides information by major
trade data for these sectors have been aggregated froreector on WTO developments, as well as other U.S.
the Commission’s trade-monitoring commaodity groups and African policy developments likely affecting U.S.
and are provided for the 1993-97 period. The servicetrade with, and investment in, Sub-Saharan countries.
sectors covered in the report include Appendix B shows U.S. exports, imports, and trade
telecommunications, education services, professionalbalance with each country. Appendix C contains a
services, insurance, and royalties and license feescase study of the trade and investment environment in
The service sector trade data are limited, and there isNamibia.

a time lag in terms of availability.

L Overview
Organlzatlon Of the Report Table 1-1 provides information on changing trade

The remainder of chapter 1 summarizes, by and investment activities within the individual
country, the trade and investment climate in countries by summarizing recent developments in
Sub-Saharan Africa. Chapter 2 provides each Sub-Saharan African country’s trade and
U.S.-Sub-Saharan Africa trade flow data for major investment regime.

1-3



Table 1-1

Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Country

Average
tariff rate
(percent
ad
valorem)

Trade climate

Foreign investment climate

GNP
per
capita,
1997
(dollars)

Angola

30

Highly protected market. Quotas;
import licenses required for all
imports. Corruption in customs
alledgedly hampers imports.
Trade is dominated by politically
well-connected firms. The oll
sector is the main engine of
growth.

Effectively closed to most FDI.
Ongoing economic and political
crises deters investment. All
investment approved on a
case-by-case basis. Commercial
activities that increase exports,
produce raw materials and train
workers are encouraged. FDI
prohibited in defense, public utilities,
air and maritime transport. Some
easing of restrictions. Repatriation
of profits is guaranteed. Travel
within the country is unsafe due to
bandits, undisciplined police and
troopers. The judicial system was
largely destroyed during the civil war
and in 1996 did not function in some
parts of the country.

340

Benin

<20

Ongoing trade liberalization. Tariff
structure simplified in 1993. Import
licensing controls removed in 1993
and overall tariffs reduced in 1994.
Few NTBs. Significant progress
with privatization and liquidation of
state-owned enterprises over past
few years; about 30 parastatals
currently. Further privatization is
planned. Business licensing
procedures are being simplified;
and labor code revised to allow
employers more flexibility in hiring
and firing.

Improving considerably. Incentives
established and one-stop investment
approval systems is planned.
Meanwhile, foreign investors face
numerous bureaucratic hurdles.
Bureaucracy subject to corruption.
State controls mining, energy, water
forestry, transport and
communications sectors. Some
sectors closed to foreign
participation (certain furniture,
welding and bricklaying, operation of
restaurants, bars).

380

Botswana

<12

Few NTBs. Low tax burden due to
recent cuts in taxes. State sector
owns a sizable portion of domestic
enterprises. Price controls have
been eliminated but some
agricultural prices are established
through negotiated agreements
with government. New
development policy emphasizes
the need to diversify the economy
away from its dependence on
mining and agriculture. To help
develop the manufacturing sector,
government is taking steps to
provide export credit and financing
insurance and to set quality
standards.

According to Department of
Commerce, copyright protection is
virtually nonexistent. Some sectors,
including most utilities, small retail
stores and some restaurants and
bars are closed to FDI. Requirement
that licences must be obtained for
expatriate employees can be
burdensome. 100 percent foreign
ownership is permitted.

N/A

See notes at end of table.



Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997

Country valorem) | Trade climate Foreign investment climate (dollars)

Burkina Faso | N/A Nearly all consumer goods, capital | Few restrictions on FDI. New 240
goods, and fuel must be imported. |investment code adopted in 1992
Although a significant economic that treats foreign and domestic
reform program began in 1991, firms equally. One-stop investment
including plans to cut government | clearing agency has encouraged
spending and privatize several new enterprises. Government
state-owned industries, little heavily regulates and controls the
progress has been made. banking system through direct
Numerous taxes and surcharges ownership of many banks but plans
bring the average tariff rate to over |to privatize some. Private property
15 percent of an imported item’s is subject to government
value. Some import bans and expropriation and in some cases can
guotas exist. Many take years to resolve. Establishing a
domestically-produced items are business can be difficult if the
subsidized. business intends to compete with a

state-owned company. Regulations
can be applied unevenly and
inconsistently.

Burundi N/A Struggling to establish a stable Domestic and foreign firms are 180
political environment and market treated equally and the government
system. Ethnic tension and actively seeks FDI, but the country
violence continue. Ethnic conflict remains in turmoil. Most significant
and unstable borders remain the barriers to FDI are underdeveloped
most significant barriers to trade. financial institutions, unsafe

conditions, and insecure borders.
Private property subject to
expropriation by government and by
armed bandits. Government
attempting to privatize many
state-owned enterprises, but crime
and theft remain problems. Judiciary
dominated by political and ethnic
interests. Outmoded legal code.
Establishing a business is allegedly
difficult because of a massive and
corrupt bureaucracy.

Cameroon 28 About 40% of government revenue | Privatization is sluggish although 650

is raised from tariffs. Customs
fraud is alledgedly a problem and
protracted negotiations with
customs officers over the value of
imported goods is not uncommon.
Banking sector is in crisis; several
state-owned banks are near
collapse, and several French
banks are reducing their presence.
Government controls prices on
some items, both by owning and
operating enterprises and by
officially dictating the prices of
some goods that are produced in
the private sector. Price controls
are imposed on pharmaceuticals,
petroleum products, and goods
and services provided by public
monopolies. However, the

Continued

rules have been improved. More
than a dozen parastatals and public
enterprises are scheduled to be
privatized by mid-1999. Most
sectors are open to FDI, but
government is partial to investments
from France and, in some cases,
reportedly blocks investment from
other countries. Investment is
approved on a case-by-case basis.
FDI is declining because of
deteriorating economic conditions.
Local and foreign investors have
found it very complicated and costly
to enforce contract rights, protect
property rights, obtain a fair and
expeditious hearing or defend
themselves against frivolous
lawsuits.

See notes at end of table.
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Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average
tariff rate GNP
(percent per
ad capita,
Country valorem) | Trade climate Foreign investment climate 1997
(dollars)
Cameroon— market does determine most
Continued prices. Existing regulations are
applied unevenly and impose a
huge burden on businesses.
Establishing a business is a
complicated procedure and it is
difficult to hire expatriate
employees.
Cape Verde 20 Another poor year for the Current levels of FDI are quite low, N/A
agricultural sector in 1997-98 with most foreign investors coming
forced government to speed up from Europe, particularly Italy and
economic reforms launched in Portugal. Nearly all sectors open to
1991, particularly privatization of investment, but with some
parastatals. (The state-owned restrictions. Delays often occur
sector is significant.) Privatization | when revenue is connected to
law was revised in late 1997 to another currency and sent to the
allow more foreign participation investors’ home country. Approval
and to streamline the sales process for some investments can
mechanism. Plans are underway | be slow. Banking system is
to develop a Cape Verde stock underdeveloped. Financial services
market. NTBs include strict import | to the private sector are limited.
licences and documentation Establishing a business can be
requirements. burdensome if it competes with the
state-owned sector. Regulations are
applied evenly in most cases, but
some corruption and a growing
domestic monopoly in certain
industries make it difficult to open
new businesses.
Central N/A Relies on external aid. Political N/A 320
African instability during the mid-1990s
Republic disrupted economic progress.
Smuggling of diamonds and other
items has depressed foreign
currency earnings and tax and
customs revenue. Inadequate
transport infrastructure inhibits
trade and is major constraint on
economic development.
Chad N/A World Bank and IMF largely dictate | Equal treatment for domestic and 240

economic policy due to
dependence on foreign aid.
Despite an economic liberalization
program, little progress has been
made and growth prospects are
dim. A significant deterrent to
trade is an unsafe and
non-navigable road system;
emergency services are

Continued

foreign firms, but country’s reputation
for hostility to foreign investment and
its conflict with Libya remain greatest
impediments to foreign investment.
Investors who left Chad during war
years of 1979-1982 have only
recently begun to regain confidence
in the country’s future. Other
problems include a strict investment

Continued

See notes at end of table.

1-6



Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997
Country valorem) | Trade climate Foreign investment climate (dollars)
Chad— nonexistent and travelers on roads | review process, a hostile
Continued in all areas are subject to attacks state-owned sector, corruption, and
by armed bandits. Tax system a cumbersome bureaucracy.
changes constantly; collection Privatization program is moving
nearly impossible. Main focus of slowly. Establishing a business is
government taxation is difficult because of Chad’s massive
government appropriation of and allegedly corrupt government
agricultural crops and goods bureaucracy. Regulations often
produced by merchants. applied irregularly.
Comoros N/A Economy relies heavily on external | The government has a policy of N/A
aid, tourism and the export of welcoming foreign investment and is
vanilla, cloves and oils used in the | prepared to offer tax and other
manufacture of perfumes. World concessions to foreign investors.
Bank has outlined measures to However, deep-seated political
improve the economy, including: problems have kept investment
greater control of the wage bill, minimal and opportunities limited.
reduction in public-sector staff, Physical infrastructure is poor,
increased customs and fiscal including a limited road system.
revenues and privatization of Power outages were frequent during
state-owned companies. Privati- |1997. Transportation and
zation of state-owned enterprises | communications systems are
has been impeded by inter-govern- | unreliable.
mental dissension. Important
sources of foreign assistance have
dried up because of inability to pay
mounting arrears on foreign debt.
There are allegations of corruption.
Political instability has impeded
economic progress.
Congo N/A The 1997 change of government Foreign investment has slowed 110
(DROC) has reduced trade. Corruption is significantly since change in

allegedly rampant in the customs
sector. According to the U.S.
Department of State, as of June
1997, customs and immigration
services had not been fully
reestablished in Kinshasa. A new
tax collection system is not yet in
place, with result that government
arbitrarily targets civilians and
businesses to collect revenue.

government. It is not clear whether
former Zairian commercial code and
foreign investment code will apply.
Banking system has collapsed and
though some small banks have tried
to reopen for business, they are
hampered by unreliable money
supply. Little official control over
prices and wages. Most economic
transactions are conducted as barter
arrangements, and traditional market
pricing mechanisms have ceased to
exist, although market prices apply
for some goods in rural areas.
Private property is not secure
because of alleged corruption, and
recent instances of government
expropriation, including the largest
railway. According to the U.S.
Department of State, the new
government has yet to take full
control of country. Chaos and
violence continue. Almost all
economic activity is conducted in the
black market.

See notes at end of table.
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Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997
Country valorem) [ Trade climate Foreign investment climate (dollars)
Congo (ROC) [>30 Most significant NTBs are red Investors face hostile government 660
tape, an inefficient customs bureaucrats and labor conditions.
service, and the alleged outright French vested interests can work
theft of imported goods by against foreign investment. As a
government officials. result, new FDI is virtually
nonexistent outside the petroleum
and retail sectors. One-stop shop to
attract investors has been
established. Banks are limited in
their ability to operate. Prices are
controlled through large parastatals,
which are subsidized by
government. Expropriation of
property is possible. Alledgedly,
government regulators often request
bribes. Regulations are burdensome
and enforced haphazardly.
Cote d’'lvoire | 25.5 Tariffs have been reduced but they | Some industries are closed to FDI. 690
remain high. Quotas exist for Foreign investors remain wary
some goods. Government has because of crime, corruption, an
monopoly on rice imports and bans | inefficient and abusive bureaucracy
certain other imports, such as and unstable legal protections.
poultry products. Customs Bureaucracy is allegedly
procedures can be burdensome. cumbersome and subject to political
High trade barriers makes the manipulation. Government is trying
smuggling of many items, primarily | with limited success to reduce red
consumer goods, a lucrative tape by making it easier for
business. businesses to conform to
government regulations, but private
sector remains highly regulated.
Labor legislation is onerous.
Djibouti N/A Significant barriers to imports Open to FDI but investments must N/A
include alledged corruption in the be reviewed by government and
customs service, inadequate some sectors—mainly in areas the
infrastructure, and poor banking government has determined to be
and financial services. vital to national security—are closed.
Banking system is very open and
competitive, but lacks sufficient
capital to finance economic
expansion. Alledgedly, corruption in
government is a burden in business
and bribes are often necessary to do
business. Health and supply
regulations add to cost of doing
business.
Equatorial N/A Relies on external aid from Spain Inadequate physical infrastructure, N/A
Guinea and international lending including road network, harbors, and

institutions.

Export base dependent on timber
and petroleum. Reportedly, the
customs administration is
deteriorating and there is
systematic tax evasion by the large
timber industry.

airports is an impediment to
investment.

See notes at end of table.
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Table 1-1—Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Country

Average
tariff rate
(percent
ad

valorem)

Trade climate

Foreign investment climate

GNP
per
capita,
1997
(dollars)

Eritrea

3-50

Heavily dependent on external aid.
War had largely destroyed the
economy and infrastructure.
Eritrea is committed to
implementing a liberal trade and
exchange regime. In 1994, new
tariff regime was adopted.
However, major problems include:
high tariffs (on luxury items), sales
tax on all imports, bans on
importation of certain goods,
non-tariff barriers, state
monopolies, cumbersome
bureaucracy, inefficient customs
procedures, and outdated banking
system. Economic performance is
hampered by lack of capacity to
produce energy. Road network is
in disrepair. Serious environmental
degradation due to war.

Program of economic reforms
governing investment, land tenure,
monetary and fiscal policy and
trade was adopted in 1994. Joint
venture prerequisites were to be
eliminated, equal treatment for
private and foreign investors was to
be provided, taxes on profits
reduced and remission of capital
profits was to be unrestricted. State
enterprises were scheduled for
privatization. In practice, many of
the provisions are not being
implemented. Investors face
frustrating delays due to devastated
infrastructure, antiquated methods of
doing business, unformed policies,
and lack of a skilled workforce.

N/A

Ethiopia

16.36

Has liberalized trade, partly by
eliminating the negative list of
imports and lowering tariffs.
Customs operations can be
cumbersome and inefficient, and
result in substantial delays in
bringing goods into the country.

Government has made progress in
dismantling a hostile foreign
investment climate erected by the
previous Marxist regime. Sectors
closed to FDI include defense,
large-scale electric power
generation, and such services as
postal, telecom, financial, some
export/import, and major
transportation. Ethiopians have
priority for investment. Other
impediments include a $500,000
minimum investment requirement
and regulations designed to
encourage Ethiopian participation in
management. Some tax incentives
for foreign investors. Foreign
ownership of Ethiopian banks is not
allowed and foreign-owned banks
may not operate. Price controls
have been removed on most
products, although a slow and
inefficient privatization program
leaves large sections of the
economy in government hands,
often hindering price competition.
Privatization of state farms is a
long-term objective, but urban land
will remain the property of the state,
available to the private sector only
through revocable long-term leases.
Red tape and corruption weaken
property rights. Judicial system is
subject to-political influence and is
weak and overburdened. Many
legitimate economic activities are
allegedly driven underground by
repressive authorities.

110

See notes at end of table.
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Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Country

Average
tariff rate
(percent
ad

valorem)

Trade climate

Foreign investment climate

GNP
per
capita,
1997
(dollars)

Gabon

32.5

High tariffs, particularly on
electronics and vehicles.
Quantitative import restrictions on
sugar, vegetable oil, soap, mineral
water, and cement. Rice and
wheat are subject to import
licenses. Customs process is slow
and burdensome and fraud is
allegedly a problem. Import bans
on a number of items have been
lifted, although some were
replaced by quantitative
restrictions.

Government participation in
investment no longer required.
Foreign investors face only minimal
restrictions in most areas, and
government has allowed
foreign-owned operations to
compete with domestic companies.
Very few areas closed to FDI, but
government dominates the most
lucrative sectors. Many delays in
investment approval process. No
free trade zones, but tax holidays for
certain investors are available.
Sophisticated and open banking
system. Price controls on 17 goods
and most services, including
insurance and construction.
Relatively high minimum wage.
Regulations make business
environment increasingly
complicated. A “Gabonization”
program, instituted in 1992, forces
employers to decrease the number
of foreigners in their workforce.

4,230

The Gambia

135

Import bans apply mainly to
over-the-counter medicines.

Government provides equal
treatment for domestic and foreign
firms and actively seeks FDI.
Investments are approved on a
case-by-case basis. Banking
system is very underdeveloped.
Legal system is efficient, fair and
independent but is also
overburdened with a backlog of
unresolved cases, and judgements
can take several years. Establishing
a business can be difficult because
of corruption in bureaucracy. Bribery
and embezzlement are allegedly
prevalent among fee-collecting
officials. Large black market.

N/A

Ghana

11.66

Government has eliminated import
licenses and quotas, and
significant NTBs no longer exist.
Privatization has stalled due to
opposition from organized labor.
Government dominates several
sectors: petroleum, steel,
diamond, timber, marketing, retail
and construction. An ongoing
phase of reform has focused on
removing the structural impedi-
ments to accelerated growth and
output by improving efficiency and
resource allocation. Steps have
been taken to enhance private
sector development, improve pub-
lic sector management and reform
the state-owned enterprises sector.

Some activities are closed to FDI
and wholly-owned foreign firms must
meet a $200,000 investment
minimum. Bureaucracy creates
considerable barriers to doing
business. Lack of transparency and
overregulation create an element of
risk for foreign investors. Licensing
process for businesses can be
burdensome.

370

See notes at end of table.
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Table 1-1— Continued

Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997

Country valorem) | Trade climate Foreign investment climate (dollars)

Guinea 8 Progress on economic reform has | New investment is screened 570
been slow. Licenses required for | carefully and there are some
restricted goods like cement, rice, | restrictions on repatriation of capital.
wheat flour and other agricultural FDI allowed in many sectors. Few
products. Some imports require restrictions on banks and most are
special authorization from the private as a result of privatization in
Central Bank. 1980s-90s. Price controls have

been removed on most items but
remain on fuel, taxis, and bus fares.
Property rights are not completely
secure. An inefficient judiciary and
poor law enforcement prevent full
legal protection. Land tenure system
established in 1992 has not been
administered successfully and the
government has reclaimed
properties that business had
acquired previously through
privatization. Alledgedly, corruption
complicates even simple business
transactions.

Guinea- N/A Country has little industrial activity | In early 1990s new measures were 240

Bissau and relies greatly on external aid. enacted to attract domestic and
Program of structural adjustment foreign investment. Failure to meet
was initiated to strengthen the role | some privatization targets led to
of the private sector by removing temporary suspension of IMF
controls on prices and marketing financing. New economic minister
and by reforming the public sector. | committed to establishing one-stop
Government's objectives for shop for all agencies dealing with the
1996-1998 included reductions in private sector.
customs exemptions and
enhanced efforts to recover taxes
and duties to increase public
revenue. Country is adapting to
recent conversion to the CFA
franc.

Kenya 12.22 Current administration in frequent | Foreign ownership of some 330
conflict with international financial | enterprises is permitted and most
institutions and donor countries sectors are open to foreign
because of failure to address participation. Parastatals up for
effectively corruption cases and privatization on the Kenyan Stock
lack of progress in economic Exchange are limited to 40 % foreign
reform. This conflict caused the participation. Export promotion
IMF and World Bank to withhold zones offering tax breaks have been
credit to Kenya in July 1997, established, but because
contingent upon implementation of | investments are approved on a
anticorruption measures. Import case-by-case basis and the
licenses abolished in 1993. procedures for obtaining approval
Customs procedures are onerous. | are burdensome, arbitrary, and often
Some imports, including dairy corrupt, foreign investment is
products, are banned. declining. Presidential approval is

Continued

See notes at end of table.

1-11



Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997
Country valorem) | Trade climate Foreign investment climate (dollars)
Kenya— required for foreign acquisition of
Continued agricultural land. FDI is not
permitted in insurance or
government sanctioned monopolies.
Banking has been deregulated.
Price controls lifted in almost every
sector, including petroleum.
Companies can register relatively
easily, but some have had their
operating licenses arbitrarily
suspended.
Lesotho 12 Completely surrounded by South Some informal restrictions on FDI in | 670
Africa, Lesotho depends on it for areas competing with domestic local
access to trade and employment investment. Established investment
opportunities. Employment in code but it has few incentives.
South African mines, the main Establishing a business can be
source of Lesotho’s very high level | difficult if the business competes
of income from abroad contributed | directly with a state-owned company
32 % of GNP in 1994. Recently or government sanctioned monopoly.
reduced trade barriers and some
taxes. As a member of the
Southern Africa Customs Union
(SACU), Lesotho has reduced
barriers to trade but is very
dependent upon SACU tariff
revenues.
Liberia N/A Civil war has resulted in Road network is inadequate and in N/A

considerable destruction, looting
and deterioration in the modern
sector of the economy and the
infrastructure. Over 1.2 million
people have become internally
displaced. Continuing factional
violence has proved an
impediment to economic
reconstruction. Rehabilitation of
the infrastructure and restoring
business confidence are
dependent on maintenance of civil
order following elections in July
1997.

disrepair. Shipping activity has been
disrupted and airports damaged due
to periodic fighting. Electricity
supplies have been erratic or
non-existent during civil conflict.

See notes at end of table.
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Table 1-1— Continued

Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997

Country valorem) | Trade climate Foreign investment climate (dollars)

Madagascar N/A Much of the agricultural land is Outside the free trade zone, foreign | 250
state-owned. Some barriers to investors are not treated equally with
trade were reduced, but have domestic investors. Restrictions on
recently increased and progress foreign investments in banking
on economic reform has been insurance, energy, water,
slow. hydrocarbon production, mining and

petroleum industries. Foreigners are
not permitted to own land. The
bureaucratic process for establishing
a new enterprise is time-consuming
and not transparent. Foreign
investors must demonstrate the
social value of their investments.
Security of private property and the
enforcement of contracts not
adequately protected by the judicial
system. Allegedly, obtaining
business licenses and permits often
involves bribery, and the
bureaucracy tends to operate in an
arbitrary manner.

Malawi 15.2 Market prices for goods are FDI encouraged in industries that 220
generally not controlled. NTBs produce goods for export. FDI not
include strict import licenses on restricted in coffee, sugar or tea
imports of fresh meats, gold, industries. Non-citizens must obtain
sugar, and military and hunting labor licenses to work and these are
items. In 1997, trade licensing not granted if the government
was reduced and now covers 13 determines that Malawi citizens are
import and 4 export commodities. | available and able to do the work.

Physical infrastructure is New, large privatization program

deteriorating. aims at selling largest parastatals.
Despite plans to eliminate marketing
boards, they still control the sale of
agricultural products such as corn
and fertilizer. Health and safety
regulations are enforced erratically,
confusing businesses.

Mali 10 Although the average tariff is 10%, | FDI permitted in all sectors. Foreign | 260
the government relies on a investors are offered a few
complex system of fiscal duties incentives and face few restrictions.
ranging from 5-30%. Most import | Allegedly, corruption increases risks
barriers have been lifted, although | of doing business.
import licenses are still required.

Import taxes on many goods were
lowered or eliminated in 1994.

Mauritania 35 Adhering to its economic reform Has passed laws to attract foreign 450
agenda which includes reducing investment. Foreign and domestic
government spending. Trade firms enjoy equal treatment and
restrictions include strict labeling there are few legal barriers. In spite
and inspection requirements. of some problems—official
Allegations of a sometimes corrupt | corruption, lack of infrastructure, and
and inefficient customs agency. a very poor population—the new

investment code has been
Continued

See notes at end of table.
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Table 1-1— Continued

Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997
Country valorem) | Trade climate Foreign investment climate (dollars)
Mauritania— successful in opening the economy
Continued to foreign investment. Banking
system remains chaotic despite
some reforms and is small and
underdeveloped. Private property is
not safe; the legal and judicial
system is inefficient and sometimes
corrupt. Although regulations are
cumbersome they are applied fairly
evenly and establishing a business
is becoming easier.
Mauritius 0-80 Economy is among the strongest Government welcomes foreign 3,800
in Africa. Relatively streamlined investment, especially in
trade regime, although certain export-oriented industries. Tax
problems remain, including concessions and other incentives
two-tiered system whereby certain | have been extended to services and
countries are given preferential to companies in the free trade zone
duties. Import permits required for |and the offshore banking and
numerous items and some business center. All foreign
products are banned from import. | investment must obtain approval
State enterprises control some from the Prime Minister’s office.
commodities. Export licenses Foreign participation may be limited
required for some products. The to 50% for investments serving the
current 8% sales tax will be domestic market. Foreign ownership
replaced by a VAT of 10% effective | of services limited to 30%.
September 1998; goods exempted | Government controls several key
from the VAT include basic sectors. Protection of property
foodstuffs, pharmaceuticals, guaranteed. Business regulations
medical services, educational and | generally transparent. Infrastructure
training services, books, and is adequate, but nearing capacity. A
fertilizers. Unlike the sales tax, the | Copyright Act was approved in July
VAT will also apply to water, 1997 that specifically protects
electricity, telephone, and other computer software and electronic
utilities. databases, while extending protec-
tion of audio and video production.
This new Act has helped encourage
FDI in IPR-sensitive areas.
Mozambique | N/A Significant economic reforms have | One-stop shop for approval of 90
been implemented, including some | investments. Feasibility studies are
trade liberalization such as requested and a burdensome
simplification of licensing bureaucracy can frustrate business,
procedures. Reforms in customs | especially small investments.
have been underway since 1996, Infrastructure and a few other areas
but corruption remained a problem. | are off limits to private investment.
A private company was contracted | Free trade zones established in
to manage customs operations in 1993, but their terms are not
1997. Banking sector has been comparatively attractive. Strong
reformed and as of 1997, all banks | deterrents to FDI include political
are now private. A new stock risk, corruption, bureaucratic red
market is expected to debut in tape, dilapidated infrastructure, and
1998. the relatively small size of the
market. Some price controls lifted in
1994, but remaining apply to wheat,
flour, bread, rents, fuel, utilities,
newspapers, transportation and a
few other services. Land tenure and
property rights regime is fairly
Continued

See notes at end of table.
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Table 1-1— Continued
Summary of trade climate and foreign investment climate in Sub-Saharan African countries

Average GNP
tariff rate per
(percent capita,
ad 1997

Country valorem) | Trade climate Foreign investment climate (dollars)

Mozambiqu e chaotic. Technically, all land belongs

—Continued to the state. Court system fails to

protect property rights. Registering
a company is a cumbersome and
secretive process, with considerable
red tape. Privatization program has
been largely successful; the few
remaining parastata